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MINUTES
of the meeting of 2 December 2008, from 15.00 to 16.00

BRUSSELS

The meeting opened at 15.05 on Tuesday, 2 December 2008, with Georg Jarzembowski 
(Chairman) in the chair.

1. Adoption of the draft agenda (PE 414.666)

The draft agenda was adopted. 

2. Approval of the minutes of the meeting of 7 October 2008 (PE 409.311)

The minutes were adopted.

3. Communications by the Chair

None.

4. Report on the Bureau visit to Japan: 26 to 29 October 2008

The Chair reported about the Bureau visit to Japan. He stressed that the MEPs had been
warmly welcomed and had very good political discussions with members of the LDP, DPJ
and other parties. He commented that the visit had taken place at a very interesting moment, 
given the tense political situation in Japan. It was very logical that the elections didn't take 
place at this time, as many observers had believed they would: indeed, if an election had taken
place at that time, the government would have lost not only its two-thirds majority but even 
the simple majority. However, elections must take place before Autumn 2009. 

The MEPs had called on the Environment Minister, Mr Aizawa. In the current economic 
crisis context, Japan is hesitant to impose additional cost on industry. Moreover, it is very 
clear that before next year's elections, the government is not interested in passing legislation 
that would be a burden for industry.
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The MEPs also met the Chairman of the Council for Science and Technology Policy. MEPs 
insisted on the very insufficient level of EU-Japan co-operation.  

An agreement on industrial and technological cooperation is currently discussed but there are 
also difficulties on the Japanese side. The Chair hopes it will be signed soon. Indeed 
cooperation with Japan in such fields as environment protection or energy can be very 
positive.

Concerning the Sunset Law (which had allowed Japanese forces to take part in the fight 
against terrorism), the legislation expires in 2009 and needs to be extended. However such an 
extension depends on whether the government can reach an agreement with the Democratic 
Party. Indeed it's a difficult issue in pre-election period, as a large part of the Japanese 
population doesn't seem to support this law. 

As for the EP delegation's visit to Japan next year, it will mark the 30th Japan-EP 
interparliamentary meeting. During the stay in Tokyo (2 or 3 days) contacts will also be made 
with members of the cabinet. After that, our Delegation will visit Nagasaki and region. Given 
the end of legislature, the size of the EP delegation will be limited. The members are invited 
to contribute with their ideas, requests or suggestions for the programme.

5. Japan and the financial and economic crisis

Exchange of views with Mr. Koji Narita, Counsellor in charge of financial affairs of the 
Japanese mission and Mr Simon Craig Gray, Deputy Director of the European Office of 
the EU-Japan Centre (Brussels office)  

The Chair welcomed Mr. Koji Narita, Counsellor in charge of financial affairs of the Japanese 
mission and Mr Simon Craig Gray, Deputy Director of the European Office of the EU-Japan 
Centre.   

Mr Narita gave a brief presentation of the economic situation in Japan. He explained that the 
economy had technically entered recession as the GDP's growth has become negative (as for 
the latest forecast, the economy will contract by 0.1% next year and recover slightly by 0.6% 
in 2010).

Concerning exchange rates, the Yen has appreciated against the euro. On the one hand, it 
shows the economic actors' trust in the Japanese market; on the other hand, Mr Narita worries 
about the negative consequences of this appreciation over the economic growth as a strong 
Yen has a negative impact over exports.

Despite the crisis, Japanese banking sector is relatively sound and stable due to the 
consolidation it has known during the last decade. At the end of March 2008, the capital ratio 
of major banks was 12.3 % and the ratio of non-performing loans for major banks has been 
reduced to 1.4 % in March 2008 (from 8.4 % in 2002). Moreover, Japanese banks didn't lose 
as much as European and American banks in the subprimes crisis.

Negative impacts of the crisis have however appeared, as a consequence of the weakening of 
real economy.

Mr Narita then made a brief presentation about Japanese government's response to the crisis. 
In the financial field, the Bank of Japan has supplied liquidity in coordination with other 
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central banks and cut interest rates from 0.5% to 0.3 % in October 2008.

At the end of October, the Japanese government has also announced an economic stimulus 
package of 27 trillions yens. Another law project will be adopted by the Japanese Parliament 
by the end of the year, it will be aimed to help local banks by injecting public founds.

Mr Narita also stressed the importance of Japan's contribution to global financial stability. He 
explained that Japan made a proposal at the Washington Summit (on 15 November) to double 
IMF financial resources in order for the IMF to extend necessary assistance to emerging 
countries. Moreover Japan is prepared to lend USD100 billion to the IMF as an interim 
measure before the capital increase in the IMF takes place.

Moreover Japan is contributing to financial stability in East Asia through the Chang Mai 
initiative and a network of bilateral swap arrangements among ASEAN+3 (Japan, China, 
Korea).

Domestically, the government spends 2 trillion Yen in measures to help people's daily lives. 
The government package also aims to help small and medium-sized companies by tax 
reductions, measures against cash-flow difficulties, emergency credit guarantees... Mr Narita 
stressed the EU has also taken such measures in favour of small and medium-sized 
companies. 

Mr Simon Craig Gray, Deputy Director of the European Office of the EU-Japan Centre then 
presented the EU-Japan Centre. The Centre is a venture between the European Commission 
and the Japanese government. The Centre was created in 1985 on the initiative of Vicomte 
Davignon and the first office was opened in Tokyo in 1987. The program of activities is 
defined jointly and issues currently addressed include energy, environment and climate 
change (at the beginning of November, a seminar was organized about carbon capture and 
storage).

The Chair asked Mr Narita whether the economic stimulus package has already had effects on 
the economy. He also asked Mr Narita to explain the differences between the two successive 
economic packages launched by Japan to tackle the crisis.

Mr Narita stressed that the second package is still a project. This package will focus on 
employment. Its elaboration is currently in progress, so not all propositions contained in the 
package are known yet. 

As for the first package's effects, most of them may not be perceived until next spring. The 
results will depend on many issues: one of them is how the households use the money saved 
from tax reductions: will they save it or spend it? Nobody can say how they will react.

Mr Jarzembowski thanked Mr Narita for his presentation and expressed great interest in 
Japanese actions to tackle the financial crisis. He also stressed the important role of non-
market activities in Japan and wished Japan could be a model for Europe on this point.

Mr Narita answered that the importance of non-market activities was above all linked to 
population ageing in Japan, and the subsequent need for services.

The Chair asked about the situation in the industrial field, he reminded that Toyota has 
reduced its production for the first time (it's also the case in the European automobile sector).
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Mr Narita stressed that difficulties have affected the automobile sector all over the world, and 
many companies had to reduce their production but the Japanese companies' situation is not as 
bad as they have reduced their debt level.

Mr Virrankoski expressed his worries about the way Japan chose to strengthen the bank 
system: isn't there any risk that funds injected by the government be used by the banks for 
speculation or the payment of shareholders' dividends?

Mr Narita stressed that such a risk doesn't really exist as governmental funds are aimed at 
small-sized and local banks. Moreover banks which benefit from the law project will sign a 
contract with the government. The government will therefore keep control on how the funds 
are used. 

The Chair asked a question about Japan's view of acts of piracy off Somalia and its effects on 
Japanese oil imports.

Mr Machida (from Japan's embassy) explained that although the volume of oil imported to 
Japan transiting by this region is not so important, the Japanese government is very concerned 
because hijackers seem to be very well organized. Japan wants to protect Japanese nationals. 
Such a situation has already occurred in other straits and measures had been taken in order to 
improve communication between States and straits surveillance (early alert...) but taking such 
measures in the present case raises a number of constitutional aspects linked to the use of 
"self-defense forces" outside of Japan, and for what can be considered as police and not 
military action.

6. Any other business

None.

7. Date and place of next meeting

Members will be informed of the date of next meeting via e-mail.

The meeting closed at 15.52.
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