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Today’s Agenda

1. Introductions/Greetings

2. Overview

3. Stress Scenarios – Roundtable Discussion

A. Europe – Worsening of the sovereign debt crisis

B. China – Economic hard-landing

C. US – QE policy change and fiscal deterioration

D. Japan – Abenomics failure

4. Wrap-up
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Overview

This morning is an opportunity to share industry perspectives on various 

risks / stress event that could impact companies in Japan. As we discuss 

the scenarios, we’d like to hear your perspectives on:

 What is the likelihood of this scenario happening and what is your firm thinking? 

 How do you think the stress scenario would play out in the region affected?

 What would be the impact in Japan and to Japanese firms?

 What opportunities are created?
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Europe: Worsening of the sovereign debt crisis
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Imbalances expand Trigger event Stress event

Germany’s reluctance towards supporting

southern European countries and ECB’s OMT

Stronger EU integration 

delayed (banking/fiscal 
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Europe Abroad

European gov’t 

bond prices 
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China: Economic hard-landing 
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Economic hard 

landing

Real estate prices 

plummet

Exposure of hidden local gov’t debt/funding 

problems at shadow banks → rise in defaults

Stricter 

regulation on 

real estate 

investments 

and shadow 

banking

Local gov’t 

spending rises

Real 

estate/infrastructure 

investments overheat, 

shadow banking 

expands

China Abroad

Economic 

slowdown in 

other countries 
4 trillion yuan

economic 

package

Global 

economic 

slowdown
Exports fall

Rise in 

unproductive 

capital stock 

{Structural factors}

Rise in NPL

Fall in potential 

growth 

Capital stock 

adjustment 

Balance sheet 

adjustment, surge in 

government debt 

{Financial/fiscal factors}

{Economic factors}

Fall in FDI to China
China reaches Lewis turning 

point/productive age population shrinks 

→ Fall in supply of labor 

Labor disputes →
social unrest 

escalates

{US, Europe and 

emerging economies}

{Japan}

Economic 

slowdown

Fall in asset prices, fall in 

exports to China

Fall in exports

Imbalances expand Trigger event Stress event Spill over
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US: QE policy change and fiscal deterioration 
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{Japan}

Significant gov’t 

spending cuts 

GSE 
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Rapid economic 

deterioration from 

negative wealth 

effect

US Abroad

Fall in US 

Treasury and risk 

asset prices, USD 

depreciation

Rapid capital 

outflow

Economic/

financial crisis

Budget talks 

stall

Delayed debt 

ceiling 

negotiations

Increase in federal 

debt ceiling

{Fiscal problems}

{Economy}

Rapid fiscal 

deterioration

Fall in exports 

to US

Economic 

slowdownEconomic recovery

Rise in asset prices

Surge in Treasury 

yields

Indication of 

tightening 

monetary policy

F
R

B
’s

 q
u

a
n

tita
tiv

e
 e

a
s
in

g
 p

o
lic

y

Rise in tax 

revenues

{Emerging economies}

Yen 

appreciation

Fall in risk 

asset prices

Currency 

intervention/rate 

raise

Bursting of asset bubble

(end of easy money)

→ fall in risk asset prices
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Yen 

depreciation

Japan: Abenomics failure 
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Expansion of current 

account deficit 

Additional fiscal 

stimulus, 

abandonment of 

medium term 

fiscal reform 

(fourth arrow)

Rise in asset 

prices

Japan

First arrow 

(aggressive 

monetary easing)

Second arrow 

(massive fiscal 

stimulus)

Fiscal deficit 
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Third arrow 

(structural 

reforms)
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Imbalances expand Trigger event Stress event Spill over
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Contacts
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Deloitte Tohmatsu Consulting (DTC) is a Japan-based member firm of Deloitte -a worldwide network providing professional services and 

advice. As an entity in the Deloitte Touche Tohmatsu Limited providing four professional service areas: audit, tax, consulting, and 

financial advisory services, DTC provides consulting services in Japan and to Japanese companies worldwide. DTC’s integrated 
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Deloitte provides audit, tax, consulting, and financial advisory services to public and private clients spanning multiple industries. With a 

globally connected network of member firms in more than 150 countries, Deloitte brings world-class capabilities and high-quality service 

to clients, delivering the insights they need to address their most complex business challenges. Deloitte has in the region of 200,000 

professionals, all committed to becoming the standard of excellence.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of 

member firms, each of which is a legally separate and independent entity. Please see http://www.deloitte.com/jp/en/about/ for a detailed 

description of the legal structure of Deloitte Touche Tohmatsu Limited and its member firms.

This publication contains general information only, and none of Deloitte Touche Tohmatsu Limited, its member firms, or their related 

entities (collectively, the “Deloitte Network”) is, by means of this publication, rendering professional advice or services. Before making 

any decision or taking any action that may affect your finances or your business, you should consult a qualified professional adviser. No 

entity in the Deloitte Network shall be responsible for any loss whatsoever sustained by any person who relies on this publication.
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