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Abstract

Since the global financial crisis of 2008-2009, public debt in advanced economies has
increased substantially. In all 22 OECD countries that have public debt, the excess
liabilities (i.e. negative financial net worth) of the non-financial corporations are less
than the excess financial assets (i.e. positive financial net worth) of the households. In
these countries, non-financial corporations are reluctant to invest so that the private
sector in total has excess financial assets. They are investing surplus funds abroad but
the government has no choice but to absorb the remaining surplus. That means, in the
national accounting perspective, the real problem is not the public debt itself but the
dearth of investment and the saving glut in the private sector; it is apparent that the

public sector alone cannot solve the problem.
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1. Introduction

Since the global financial crisis of 2008-2009, lpudebt in advanced economies
has increased substantially. High levels of delob@ture economies are a relatively new
global concern, after decades of attention on t&®l#ls in developing and emerging
markets. Four Eurozone countries, Cyprus, Greeeland, and Portugal, have turned to
IMF and other European governments for financisiséance in order to avoid defaulting
on their loans. There are also concerns abouustaisability of public debt in Japan and
the US, and more recently, also in the major Eailom®untries. To date, many advanced-
economy governments have embarked on fiscal atysterbgrams, such as cutting
spending and/or increasing taxes, to address iuialigrhigh levels of debt

According to thelMF World Economic Outlook, at the end of 2013, Japan is
estimated to have the highest ratio of gross gégersernment debt relative to GDP, at
224% of GDP. The second highest was Greece, at I18&3BDP. Estonia had the lowest
level, at only 13% of GDP. The US ranked seventbhragjradvanced economies, just after
Belgium and before Spain, with an estimated gresel government debt of 104% of
GDP. A government may lower high levels of publebt through austerity or fiscal
consolidation, which generally refers to policiémtt reduce the government budget
deficit. These include tax increases, spending outsome combination of the two. Some
argue that austerity programs are effective ataieduthe debt by directly targeting the
cause of high debt levels: government spendingishtab high or tax revenue that is too
low.

Fisher and Easterly (1990) was one of the firshast who approached the public

debt problem from the macroeconomic perspectivey Hharified the logical relationship

! See Nelson (2013) for the overview.



between the public debt and the net external dsbtgumacroeconomic identities.
Ruggles and Ruggles (1992) and Ruggles (1993) therpioneers of the empirical study
in this field; they pointed out that the public deboblem was best approached from the
viewpoint of private-sector saving-investment inavedes. According to their study, in
the perspective of national accounting, the reabl@m is the dearth of investment and
the saving glut in the private sector; it is appatbat the public sector alone cannot solve
the problem. Bernanke (2005) argues that one safrtkee saving glut is the strong
saving motive of rich countries with aging popuwas, which must make provision for a
impeding sharp increase in the number of retirelegive to the number of workers. With
slowly growing or declining workforces, as well hgh capital-labor ratios, many
advanced economies also face an apparent deadtinastic investment opportunities.
In the system of national accounts, the public deljgrimarily recorded in the
balance sheet of the general government. A balaheet is a statement, drawn up at a
particular point in time, of assets owned and abilities outstanding. Although not all
the countries have balance sheet in their systeratainal accounts, almost all the OECD
countries submit so called financial balance sheetise publication known asational
Accounts of OECD Countries. The financial balance sheet of an institutioraisr or the
rest of the world (ROW) include only financial aissand liabilities. The balancing item
of the financial balance sheet is referred to rmarftial net worth, which is obtainable by
subtracting the total liabilities from the totahdincial assets of the sector. If the financial
net worth is positive, the sector is a net credifaris negative, the sector is a net debtor;
the sum of financial net worth across sectors ohiolg ROW is zero in the framework of
the current SNA. Therefore, the distribution ofdfittial net worth among the sectors will

give us new perspective to the public debt problem.



2. TheData

In SNA 2008, net lending or net borrowing, the balag item of the capital account,
is defined as the difference between changes inwoeth due to saving and capital
transfers and net acquisitions of non-financialetssIf the amount is positive, it is
referred to as net lending; if negative, it is redd to as net borrowing (810.28). The
balancing item of the financial account is agaihleeding or net borrowing, however, it
is customarily referred to as net financial tratisacto distinguish it from the former. In
principle, net lending or net borrowing is measuidehtically in both the capital and
financial accounts. In practice, achieving thisiiity is one of the most difficult tasks in
compiling national accounts (82.113). Accordingthe data published iiNational
Accounts of OECD Countries, in some countries, net lending or net borrowingd aet
financial transactions are measured identically,itowther countries, they are measured
differently. Moreover, in some countries, the macanomic total (i.e. total economy
plus rest of the world) of net lending or net bernmg and/or net financial transactions is
zero, but in other countries the macroeconomid tetaon-zero. We will investigate into
the problem from the viewpoint of double entry, dugle entry and the balance sheet.

Let us suppose that the balance sheet consistdyfloee items: financial assets
(F), liabilities (L) and non-financial assetd\(). The assets are recorded on the left-
hand side while the liabilities are listed on tight hand side of the T-shaped balance
sheet. We define net wortN\() and financial net worth\{ ) as follows:
(1) W=F+N-L ;
(2) V=F-L .
We further define, any factor that results in aitiierease or decrease of net worth as

resources R) and usesl ) respectively. We define an economic event asvantehat



accompanies changes in any of the balance shedt® afstitutional units. There are
eight factors of changes in the balance shédt", OF ~,dL",0L",0N*,0N~,0R

and AU , which are supposed to be positive. The supetscrp and — indicate the
increasing and decreasing factor of each assitidlity; that means each economic event
is described as a combination of any of the abaylet éactors. The economic events are
supposedly recorded in a journal an imaginative account— of each institutional
unit in the order of occurrence. The uses, theem®e in assets, and the decrease in
liabilities are recorded on the left-hand side; Hreresources, the decrease in assets, and
the increase in liabilities are entered on thetrlggnd side of the journal respectively.
The left-hand side of the journal is usually rederto as debit while the right-hand side
is as credit. Economic events are broadly claskifito seven categories as listed in Table
1; since six among the seven categories are econtm@nsactions between two
institutional units, the units can take either riolsuch a transaction.

Double entry system is an accounting practice ¢oneteach economic event as a
pair of debit and credit at the same amount indhbenal of an institutional unit. As we
mentioned above, some economic events involve awbcpants; we will refer such an
event as a bilateral economic event or economitséetion. Other economic events,
namely disposal (i.e. scrapping) of non-financeseds are unilateral events; in the current
SNA, consumption of fixed capital belongs to thasegory. In a bilateral event, there are
two participants so that the event must be recoirdéte journal of both participants. The
aforementioned double entry in the journal of astitantional unit is specifically referred
to as vertical double entry in national accountivigle the simultaneous entries at the
same amount in the two participants’ journal ierefd to as horizontal double entry; that

makes quadruple entry system.



Let us suppose a national accounting system theists of four accounts: income
and outlay account, capital account, financial aotoand the balance sheet. The
economic event categories listed in Table 1 arerdsxl in either of the first three
accounts. Resources and uses are entered in tmerand outlay accounts; the changes
in non-financial assets are recorded in the capitabunts while that of financial assets
and liabilities are listed in the financial accaintet lending or net borrowing\LB )
and net financial transactionBIET ) are written in the following manner using the ao
defined variables. Let the variables with be the total amount of the variables with
that has taken place during an accounting peried;and U are not stock variables so

that we omit the symbol.
3) NLB=(R-U)-(AN*-AN") ;
(4) NFT =(AF* ~AF )= (AL"-AL) .
According to Table 1, the above equations coulddmmposed as follows; for the first
institutional unit ‘a’:
(55 NLB*=(R3+Ra +R2 +R2)-(U2+U3)
~(ANZ* +ANZ" - AN ~ANZ)
=(RA+R3 + RS +R3)-U7 - (ANS" +ANS —ANZ)
(6) NFT2=(ARZ +AFE +ARS + AR + AR + AR +AFE + AR
~ARE = AR - AR - AF2 —ARS - ARS -AFE -ARE)
~(aLg -ALE)

= AFZ* +AFE" +AR2 + AR — AR —AF2 —AF2 —AF2 |



Note that the above rewriting of the equations p@ssible because of the vertical double
entry rule. From equations (5) and (6), and thebtwntry accounting rule, the net

lending or net borrowing is equivalent to the neafcial transaction:
(7)  NLB*-NFT?=(-U2+AF ) +(R: AR )+(-ANS* +AFF)
+(R3 —AF2")+(-ANS* + AR ) +(RE + AN - AR
+(R& -AFZT +AFRE)
=0 .
Likewise, for the second institutional unit ‘b’, wh is the transaction partner of ‘a’:
®  NLB*=(R+R+R+R3)-(UR+U2)
~(ANE+ AN ~ANS - AN )
=(R+ R+ RS+ RY)-UL —(ANZ" +ANZ -ANE)
9) NFTP= (AFf* +AF)" + AR +AFY + AR + AR + AR +ARY"
~AFE - AR - ARY - ARE ~AFY - AR - AR -ARY)
-(aLs -aLy)
= AR + AR +ARSY + AR — AR - AR AR AR .

From equations (8) and (9), and the double entcpaating rule, the net lending or net

borrowing is equivalent to the net financial trast&an:

(10) NLBb _ NFTb :(Rlb —AFlb+) +(_U§ +AF1£)_) +(Rg —AF§+)
+(-ANE +AFE)+(Re + AN - AFY)
+(~ANE + AR ) +(R - AFE* +AFE")
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=0 .
It means that the double entry assures the equiemldetween net lending or net
borrowing and net financial transactions; if thaere discrepancies between the two
entries, there is a difference between the tworloatg items. By summing up equations

(5) and (8), we have:

(11) NLB+NLB® =(-U2 + R0} +(R2 -UP ) +(-ANZ" + RS) +(Re ~ANR")
+(-ANZ* + R0+ ANS") +(Ra +ANZ ~ANE")+RE + R
“R+R2

Note that the above rewriting of the equations passible because of the quadruple entry

rule. Likewise, by summing up equations (6) and @ have:
(12) NFT®+NFT® =(-AF +AF ) +(AFE - AR ) +(-AF5 +AF5)

+HAFE ~AFY ) +(-AFF +AFP ) +(ARE - AR )

+HAFP* - AR ) +(OFE -AFE)

=(BFF —AFE )+ (MRS -AFE)

The above equations tell us that neither the maoro@mic total of net lending or
borrowing nor net financial transactions is zerocwse Category 6 transactions do not
cancel out each other. That is to say, if deb#@®rded in the financial account and credit

is entered in other account or vice versa, the lgoaititry might not cancel out each other.

Furthermore, by subtracting equation (12) from (W4 have the following equation:

(13) (NLB? +NLB") -(NFT2 + NFT®)

=(Re—AFE* +AFE )+ (R ~ARE +ARE)



=0 .

It means that the quadruple entry assures thah#deeoeconomic total of net lending or
net borrowing is equivalent to the macroeconomialtof net financial transactions.

Equations (7) and (10) show that net lending orbmetowing is identical to net
financial transactions for each institutional urtitus we can define new variable
AV = NFT =NLB. Since institutional sector is merely a groupruftitutional units,
the following equation can be derived for instibutal sector £/ for accounting period
T using equations (3) and (4):
(14) AV, =(AF;, ~AF, )= (AL, AL,

=(Ry~Uy)=(aN;, -AN, ) .

The economic meaning is that the changes in fimhneit worth is equivalent to the sum

of the balance of both income and outlay accoundt @pital account. The former is

usually referred to as saving while the lattersgapital formation or investment:

(15) Sry = Rru _Uw :
(16) l,, =ANZ, ~AN,
(17) AV, = S,ﬂ =l -

That is to say, the changes in financial net wofthn institutional sector is equivalent to
the saving-investment balance or rather imbalarfcth® sector. Furthermore, from
equations (14) and (17), the macroeconomic totti@thanges in financial net worth is

written in the following manner:

(18) AV, = i{(AF,Tn ~AF )~ (ALim = ALz )}
m=1 m=1
M
= nZzl(S[m =1 rm) ;



M is the total number of institutional sectors inehgdthe rest of the world as a dummy
sector. If each horizontal double entry is conctude either of the three accounts
income and outlay accounts, capital accounts @nfiral accounts— equation (18)
equals zero; otherwise, it is non-zero. For exampldable 1, Category 6 transactions
might include some realized capital gain arisirgrfrfinancial-asset secondary-market
transactions. Since realized capital gain is tfferd@ince between the acquisition cost (i.e.
book value) and the sales value, business accdsrastomarily record it in the income
and outlay account rather than in capital or fina@reccount; this results in the non-zero
macroeconomic financial net worth as demonstratetthé last terms of equations (11)
and (12). By summing up equation (18) from thet fiosthe current period, we have the

following equation:

T M T M
19) Vp=Y>Aav, =) Z{ (BF 3 —AF ;) (AL, —AL;m)}

As the same reason as in equation (18), equat@ntkht represents the financial net
worth obtainable in the (financial) balance sheetlld be either zero or non-zero

depending on the original source of data.

3. TheObservations

Fortunately, the aforementionétitional Accounts of OECD Countries contains
the data on financial net worth of the each sesctdhe member countries. The sector
classifications are as follows:

Households (including nonprofit institutions sexyimouseholds (NPISH));



Non-financial corporations;

Financial corporations;

General government;

Rest of the world, as a dummy sector.
Although National Accounts of OECD Countries covers many subjects, two tables are
most relevant to our study: Financial Accounts Bimédincial Balance Sheets. One of the
advantages of the former is that the table proviideses on the net financial transactions,
which is equivalent to the year-to-year changeherfinancial net worth of the economic
sectors. These indicators give us crucial inforamatin the saving-investment imbalance
of the each sector. However, sometimes the stisti the changes in financial net worth
is misleading because they fluctuate significafityn one year to another.

Although the data on the outstanding financial wetth that is found in the
Financial Balance Sheets tables includes valuati@mges as well as the other changes
in the volume of assets (OCVA), it could be roughlgrpreted as an accumulation of the
saving-investment imbalances of the past; the anttihg data is far more stable than the
data on changes so that it is convenient to gfaspgeneral situation of the economy. For
example, households are the primary source of gavso that the financial net worth of
the sector is positive in any country; it is anigpensable benchmark for an overview.
On the other hand, non-financial corporations aim@ary investors so that the financial
net worth of the sector is negative in the usuakcdhe financial net worth of the other
prominent sectors, including general governmenttaadest of the world, could be either
positive or negative depending on the current 8anaf the economy. The financial net
worth of financial corporations does not signifittardiverge from zero because they are

merely financial intermediaries. As we have disedss the previous section, in some
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countries, there are discrepancies between thiemeing or net borrowing obtained in
capital accounts, and the net financial transastastained in financial accounts. Or, in
some countries, the macroeconomic total of eitfighetwo indicators does not sum up
to zero. However, as depicted in Table 2, the dsancies are negligible in most of the
countries.

Figure 1 depicts the overall distribution of finalmet worth among the sectors
for each OECD member country. We excluded monetgrigd and SDRs from the
financial net worth because they are assets witbonesponding liabilities. The data is
normalized by the financial net worth of the houddh so that the ratio is free from
currency unit or exchange rate fluctuations. Sincéhe current SNA the liabilities are

valued at the market value of the correspondingtass
(20) Fr = Lr )

We can decompose both sides of the above equatmthie domestic economyX) and

the rest of the worldR):
(21) FZ'D + FrR = LrD + LrR )

Besides, from the definition of financial net warth

(22) Vio=Fp-Lp .
(23) Ve=Fr-Lg;
so that

(24) Vip =-Vk -

We can further decompose the domestic economy @diogpto the sector classification

2 See SNA2008; 2.58 and §2.60.
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of the OECD national accounts data:

(25) V D :VTH +VrN +VTF +VrG ,

r
where

V,,, : Financial net worth of the households and NPISH;
V. : Financial net worth of the non-financial corpiwas;

T

V, ¢ : Financial net worth of the financial corporatipns

V. : Financial net worth of the general government.

From equations (24) and (25), it is apparent that
(26) VTH +VrN +VTF +VrG +VTR =0 .

In other words, in Figure 1, each bar that reprefiem above equation is symmetric
around zero. The only exception is the United Stdbteere must be some divergence from
the SNA accounting rule.

As we have mentioned earlier, a glance at the digaveals that the financial net
worth of the households (blue bars) is positivallrthe countries listed there. You will
also notice that the financial net worth of the ffimancial corporations (green bars) is
negative without exception. In most countries timaricial net worth of the financial
corporations are negligibly small because of th@grmediary nature. The financial net
worth of the rest of the world (red bars) is pesitin most of the countries except for
Belgium, Denmark, Finland, Germany, Israel, Japach the Netherlands; it means that
only the above mentioned countries have net extagsats while others have net external
liabilities. In most countries, the general goveeminhas negative financial net worth
(yellow bars), but the financial net worth is pogt in Estonia, Finland, Korea,

Luxembourg and Sweden. That means 22 out of 27tgesmave public debt; it certainly
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is a common problem of the matured economies. Aedant reader might notice that,
in all these 22 countries that have public dela gtkcess liabilities (i.e. negative financial
net worth) of the non-financial corporations argsl¢han the excess financial assets (i.e.
positive financial net worth) of the households dreen bars do not reach. In other
words, as Bernanke (2005) pointed out, those cmsnare suffering from dearth of
private investment and the domestic saving gluivéieer, the 22 countries with public
debt are not necessarily homogeneous because snmgies have net external assets
while others have net external liabilities.

According to the above observations, we can grbagountries on three criteria:
(a) If the excess liabilities of non-financial corpocais is greater than the excess

financial assets of households;

(b) If the financial net worth of the general governinismositive;
(c) If the financial net worth of the rest of the worddpositive.

Based on the above criteria, there are six possiiginations:

[Class 1]
G ={(~Vir 2Viy,) and (Vg, <0) and (V, >0}

In 2012, Czech Republic, Greece, Hungary, Irel&wadand, Portugal, Slovak Republic,
Slovenia and Spain belonged to this class. In teesatries, in addition to the private
sector, the government has excess liabilities abttiey are raising funds from abroad.
The financial inflow most probably means currentamt deficit. The combination of
current account deficit and government deficitasmeonly referred to as ‘twin deficit’.
Sometimes it is admissible to have public debhis type of countries if the government

is rectifying the lack of social infrastructure, st is hindering the exports.
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[Class Il]

G ={(-Viur Vi, ) and (Vg, = 0) and (Vg < 0]

In 2012, only Finland belonged to this class amtirggcountries listed in Figure 6-1,;
however, Norway, which is missing in the diagrasoabelonged to the group. In this

type of countries, the government is wealthy enongh only to cover the excess

liabilities of the private sector, but also to isvsurplus funds abroad.

[Class IlI]
G ={(~Viyr 2Viy,) and (Vg 2 0) and (V, > 0)}
In 2012, Chile, Estonia, Korea, Luxembourg and Samedelonged to this class. The

governments have excess financial assets, but nibisenough to cover the excess

liabilities of the private sector; the remaindecisning from abroad.

[Class 1V]
C, :{(—VNT <V, )and (Vg, <0)and (Vg, < O)}

In 2012, Belgium, Denmark, Germany, Israel, Japahthe Netherlands belonged to this
class. In these countries, non-financial corporatiare reluctant to invest so that the
private sector in total has excess financial as$ésy are investing surplus funds abroad
but the government has no choice but to absorbetin@ining surplus— a typical case

of dearth of private investment and saving glutrdaduce public debt, it is necessary to

promote investment in the private sector.
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[Class V]
C, :{(—VN, <V, )and (Vg, <0)and (Vg, 2 O)}

In 2012, Austria, Canada, France, Italy, the Unikédgdom and the United States
belonged to this class. In these countries, noanfital corporations are reluctant to
invest; as a result, they have lost export competiess; and the trade deficit has
accumulated. The government has no option butdorakihe excess saving of the private

sector, which results in the public debt — a typoese of ‘twin deficit’ or ‘twin debt’.

[Class VI]
Cur ={(~-Vier <Vii,) and (Vg 2 0) and (V, <O)}

In 2012, no country belonged to this class; tokmawledge, in 2010, Denmark belonged
to this category. Not only the private sector dabdhe government has excess financial

assets; the surplus funds are invested abroad.

Table 3 displays the changes between classes thwlich country belonged in a
particular year. Although, most of the countriearfped from one class to another from
time to time, some countries remained in a classore than 15 years between 1995
and 2012. The United States alongside with Aus@anada and Italy stayed in Class V
during the period while Japan remained in Clas$-Ijures 2 and 3 depict the historical
changes in financial net worth for both the Unitéthtes and Japan. The economic
structure reflected in the distribution of finaraiat worth among sectors did not change
much in the United States since 1950s. The finanefaworth of the government as well

as of the non-financial corporations stayed negatiuring the period. The former is a
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rough mirror image of the latter. The financial mairth of the rest of the world turned
from negative to positive in the mid of 1980s, whitve Plaza Accord artificially
depreciated the U.S. dollar, creating the “twinttleb- a combination of public and net
external debt. The Japanese government also h#id dabt since 1980; the financial net
worth of the sector is more or less a mirror imaféhat of non-financial corporations.
As the non-financial corporations getting cautiabsut investment after the collapse of
the real estate bubble, the public debt swelleer &®90; the government became the
largest borrower after the global financial crsi2008 that severely hit Japanese exports.
Figures 4 and 5 depict the year-to-year changé#seifinancial net worth for both
of the countries. In the United States, the yeayear change for the households is
positive in most of the years, but it becomes negdtom time to time. It means that the
U.S. households as a total had excess savingsiat ysars, but had excess investments
in the years of 2000, 2002, 2005 and 2006 duriegdsidential boom. After the boom
was over, the sector started to save aggressi®iine boom collapsed, the non-financial
corporations were more cautious about investmeuitttze sector as a whole made excess
saving rather than excess investment. This deriiedgovernment into sharp deficit,
however the pattern of year-to-year changes imfirsd net worth of the government
sector is a mirror image of that of the househodther than that of the non-financial
corporations. The economic situation is more pnolaligc in Japan than in the United
States. In Japan, the year-to-year changes inrthedial net worth of the non-financial
corporations tuned into positive in1998 and rendis@ since then. In most years during
the past twenty years, the government was the dalg@rower among the sectors. In
more recent years, the financial outflow of thertopis decreasing, and as a result, the

government is forced to absorb the redundant fuhlis. is at least partially because the
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Japanese business is losing export competitiveasss consequence of reduced
investment; the production facilities are rapidbesng. The trade and service account
turned from surplus to deficit in 2011 and the doymegistered its first net financial

inflow in 2013.

4. Concluding Remarks

The above analysis suggests that dearth of preatoer investment and the saving
glut is the fundamental problem behind the swelpnglic debt. The people usually save
to prepare for retirement; they are expecting taygeds such as foods, and services such
as nursing, later after retirement. They accumuiatels just because the nature of the
goods and services does not allow them to stora.tfibey usually invest in production
facilities instead, expecting that the facilitiesl watisfy their future needs. Therefore, if
there is a dearth of private investment, one opfidinat the government use the redundant
funds to boost the future productivity. The invesirin infrastructure may not directly
provide bread and butter but at least it will cdmtte positively to boost the productivity.
Maybe it is not a good substitute for private-segimduction facilities, but improved
social infrastructure is better than nothing.

Figures 6 and 7 illustrate the saving-investmerdriaze of the U.S. and Japanese
general government sector. Although, in the Uni&tdtes, the investment surpasses
saving in all the years except for 1998, 1999 &@D2the gross saving is negative in the
recent years, especially after the financial madodiapsed in 2008. In other words, the
government sector is eating up the funds, whiclpthate sector accumulated; it means
that the nation as a whole saved less than whatrtb&te sector did. The only good news

is that the U.S. is investing in fixed capital idgiafter Hurricane Katrina hit the southern
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states in 2005. The situation is no better in Japdiihough there has been excess
investment in the government sector, the grossngawias hovering in the negative
domain between 2002 and 2005 and again after 2Z0B8.government investment
decreased dramatically until reaching bottom in&@hd did not recover much after a
huge earthquake severely damaged the northerofiké country.

Figures 8 and 9 compare the amount of net governseeurity issue and the gross
fixed capital formation. In the United States, Uttie year of 2008, most of the funds
raised through security issuance was used forgtrfreture investments. However, after
the financial market collapsed in 2008, the rafseds was spent for some other purposes.
The Japanese government does not spend too muictfrastructure; they spent good
portion of raised funds for social security expansi. so that they are eating up much
of the savings the private sector has accumuldteelconclusion of the paper is that it is
useless to argue if the public debt is an evilair it is high time to discuss how to make
the best use of the current redundant funds inrdod&eed and nurse the retirees of the

future.
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Table 1 Economic Event Categories

Description of the role of Unit ‘a’ Unit ‘b’
Category o . . . :
unit ‘a Debit Credit Debit Credit
Bilateral economic events
1 Purchase ofj goods and u: SF SEP R’
services
1% Sale of goods and services SF R ue SFr
2 Purchase <?f non-financial SN2 SFr SEP R?
assets (primary market)
2% Sale of r}on-financial assets SF R SN SFY
(primary market)
3 Purchase of non-financial SN2 SFE SEP SN R
assets (secondary market)
3* Sale of non-financial assets SF SN 4+ RS SN SFY
(secondary market)
4 Ac.quisit’ion of new SFE SFE SEP S
financial assets
4* Incurrenc.e of.’ r.1e‘w financial SFE SLE SED SF
Liabilities
5 Redemption of liabilities SL SFE SFY SF>
5* Redemption of financial SFE SFE S SF
assets
6 Purchase of financial SFE SFE 5F6b+ 5F6b7 N Rg
assets (secondary market)
6* Sale of financial assets SF SEE +RY SED SFr
(secondary market)
Unilateral economic events
7 Disposal of non-financial
P us SN
assets possessed by ‘a’
T* Disposal of non-financial
P ub, SN
assets possessed by ‘b’




Table 2 NLB, NFT and financial net worth in OECD National Accounts (year 2012)

Austria
Belgium
Czech
Denmark
Estonia
Finland
France
Germany
Hungary
Ireland

Italy

Japan
Luxembourg
Netherlands
Norway
Poland
Portugal

Slovak Republic

Slovenia
Spain
Sweden
UK

us

Difference between NLB and NFT

Macroeconomic

Note 1: All figures are normalized by the financial assets of households.
Note 2: Red cells indicate the value is greater than 0.001while blue cells are less than —0.001.

Macroeconomic Macroeconomic total of
Non—financial Financial General Households  Rest of the total of NLB total of NFT financial net
corporations corporations  government and NPISH world worth
- 0.006 -0.001 -0.001 -0.001 0.000 0.000 0.000
0.008 0.001 0.002 0.000 0.000 0.000
0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000
0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000
0.014 0.000 -0.001 0.001 0.000 0.014 0.000 0.000
A_ 0.000 0.010 - 0.000 0.000 0.000
0.002 0.000 0.005 0.000 0.000 0.000
0.002 0.001 0.000 -0.001 -0.001 0.000 0.000 0.000
0.012 0.002 0.000 0.000 0.000 0.000
0.027 0.000 ~ -0008 0.000 0.000
0.003 0.000 0.000 0.000 0.000
0.008 0.003 0.000 0.000 0.000 0.000
0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000
0.000 0.000 0.000 0.001 -0.001 0.000 0.000 0.000
0.013 0.002 0.000 0.000 0.000
0.014 0.000 0.000 0.000
0.002 0.000 0.000 0.000
-0.001 0.000 0.001 0.000 -0.001 0.000 0.000 0.000
0.000 0.000 0.000
0.000 0.000 0.000
-0.001 0.000 0.000
0.000 0.000 0.000
0.000 0.006 0.171




Table 3 Distribution Patterns of the Financial Net Worth among Institutional Sectors

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Austria \Y \' \Y \' \Y \ Y \% Y, Y Y, \% \Y \Y Y, \Y Y, \Y
Belgium v v v I\ v v v I\ I\ v v I\ v I\ I\ I\% I\ I\
Canada \' \% \Y \% \Y \'% \Y \'% \Y \% \Y \'% \Y \Y, \Y \Y \Y \Y
Chile - - - - - - - - - - I I II I I1I Il I1I I
Czech Republic I 1 1 I I I I I I il I 1 I 1 I I I I
Denmark Vv \% \Y \% \Y \'% \Y \% \Y \% v \% I I II VI I\ I\
Estonia 111 I I I1I I I1I Il 111 11 111 I1I 111 I1I III I1I Il I1I Il
Finland il I I I I il I il I il I 1 I 1 I 11 I I
France I\ v v v v v I\ \% \Y \% \Y \Y, \Y \Y, \Y \Y \Y \Y
Germany I\% v v \Y \Y \Y v \Y \ I\ v \Y I\ v v I\ vV I\
Greece I\ \' \Y \% Y \% \Y \% Y \% \Y, \% \Y I I I I I
Hungary I I I I I I I I [ I I I I I I I I I
Ireland - - - - - - \' I \' I I I I I I I I I
Israel - - - - - - - - - - - - - - - v v v
Italy \' \' \% \'% \% \% \Y \% \Y \% \% \% \Y \Y, \Y \Y, \Y \Y
Japan v v v v v v v v v I\ v v I\ I\ v I\ v I\
Korea - - - - - - - I I 111 I 111 I1I III I1I III I1I Il
Luxembourg - - - - - - - - - - - I I I I 11 I 11
Mexico - - \' \' \' \'% \Y \'% \Y \% \Y \Y, \Y \Y, \Y - - -
Netherlands I\% v \Y \Y, \Y \% Y \% I\ I\ I\% I\ I\% I\% v I\% v I\%
Poland I I I I I I I I I I I I I I I I I I
Portugal \' \% \Y \% \Y \% I I I I I I I I I I I I
Slovak Republic 111 I I I1I I I I I I I I I I I I I I I
Slovenia - - - - - - 1 il I il I il I 1 I I I I
Spain Vv \' \Y \% \Y \'% \Y I [ I I I I I I I I I
Sweden I I I I I I Il I [ 111 I1I 111 I1I III I1I Il I1I Il
Switzerland - - - - I\ v vV v I\ v v v I\ I\ v I\% v -
UK Vv \' \Y \% \Y \'% \Y \% \Y \% \Y \% \Y I\ \Y \Y \Y \Y
us Vv \ Vv \' Vv \' Vv \' Vv \' Vv \' Vv \Y \' \Y \' Vv

Data Source: National Accounts of OECD Countries, Financial Balance Sheets
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Figure 1 Financial Net Worth Normalozed by that of Households
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Figure 2 Financial Net Worth Normalized by that of Households (United States)
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Figure 3 Financial Net Worth Normalized by that of Households (Japan)

Vo o> 0 DN D D RN DN DN H O N DO O DNDAD DN
DY DT P P P P P P D DD DD DD DD DN QLT
TR R R R R RN TR R DT R DT R DT R AT AR AT AR A
=== Non-financial corporations Financial corporations General government

Data source: National Accounts of OECD Countries, Financial Balance Sheets

6 o A & Q
Q7 L ' O "
& S S S

o
N
S Q

v

e Rest of the world

N
& 3
D7 D



billion USD Figure 4 Changes in Financial Net Worth (United States)
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trillion JPY Figure 5 Changes in Financial Net Worth (Japan)
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Figure 6 General Government Saving-Investment Balance (United States)

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

B Saving, gross B Investment — ====Net lending (+) / Net borrowing (-)

Data source: National Accounts of OECD Countries, General Government Accounts

2009

2010

2011

2012



Trillion JPY Figure 7 General Government Saving-Investment Balance (Japan)
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Figure 8 Security Issurance and Gross Fixed Capital Formation (United States)
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Trillion JPY Figure 9 Security Issurance and Gross Fixed Capital Formation (Japan)
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