


Finol Amount T11till 
Mm1urily Oumandina ~.~ lkirrower l'ullJOS~ and Yur Gr~nteJ 

SUPRA AB... .......... . ....... .. ......... consolidation of fertiliser pro· 
d uetion facil!ties ..... ...... 1970 

Sydsvenska Kraf•. AB... ......... ......... nuclear power plant.. .. . .... 1969 
Angfartygs AB Tiding.................... . obo carrier ship .......... ..... 1970 
Uddeholms AB.............................. papermill for production of 

kraftliner ..................... 1968 
Uddeholms AB............ .. ............... as above ancl for specially steel 

1982 
1983 
1983 

1983 

mill ··· : ........ ............ ... 1971 1983 
Obbola Linerboard AB... ..... ..... ..... papermill for production of 

:, kraftliner ...... ............... 1973 1986 
Skogsagaroas l ndustri AB ........... ... sawmill ...................... .. 1972 1988 
TreUeborgs Gummifabri1...:i AB .... ..... industrial rubber production 

equipment ............ .... .. 1974 1984 
AB Statens Skor<.1dustricr...... ......... sawmill ............ ............ 1970 1982 
Norrlands Skogsiigares Cellulosa AB conversion (from sulphite to 

sulphate) aml enlargement of 
pulp mill ... .................. 1972 1985 

Bank Handlowy w Warszawie (1)...... construction of slaughterhouse 
(export) ..................... 1973 1984 

Rcdcri AB Transatlantic..... ............. ship .............................. 1968 1985 
Diink Hnndlowy w Warszawie (1)...... construction of office building 

(export) .......... .... ....... 1973 1982 
AO Statcns Skogsindustrier . ... ......... fibre board plant. ........... 1974 1980 
Kock urns Mekaniska Vcrkstads AB... expansion of ship production 

faci lity ..................... 1974 1985 

· Eskilstuna kornmun ... .. .. . . . .. .. .. . . . .. .. . purchase of industrial real estate 
...... ..................... .. .... 1974 1994 

(000 omitted) 

$19,483 
17, ' 15 
13,509 

13,350 

13,203 

12,225 
12,225 

11,614 
11,491 

9,780 

9,142 
8,254 

6,320 
6, 112 

6, 112 

6,1 12 

$20,782 
30,562 
15,892 

15,892 

14,670 

18,337 
12,225 

12,225 
15,892 

14,670 

31,174 
11,247 

9,291 
12,225 

6,1 12 

6,11 2 

{I) Under Polish foreign trade regulations, the O:rnk's credit is extended to llank Handlowy w War­
swwie, the Polish stale-owned foreign trade bank, for re-lending to the Polish purchaser. 

Lonn Losses 

The followini; table shows the loans charged against the Bunk's loan loss reserve since the U:111k's 

inception: 

Ye.tr 

Number of 
Defau ll ing 
Borrower~ 

1967-68 .............................. .... .... . 

1969 ......................................... .. 

1970 ..................... : ...... ......... .... .. 

1971 ... . ....................................... I 

1972 ... . .... ....... ............. ............ . 3 

1973 .. . . ........... ........ ......... .... ....... 8 

1974 ... . ....... ............. ............ ...... 5 

Amount Amount ns percentage 
ChJrrieu ol outstanding loanc; 

(000 011111tcd) at year end ---

$ 49 0. 12 

3,102 1.32 

76 0.02 

1,461 0.36 

1,694 0.33 

At JI st December, 197-l the Dank had :H:cumulated a reserve of S48.9 million ns a general provision for 
loan losses. See note I of Notes to Financial Statements for a discussion of the nccounting policy use<! in the 
dctcrrninntion of this reserve; sec also note 5 of Notes 10 Fmuncial Statements. 
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Sources of Funds 
The Bank bas supported its lending activities from equity invest~1ents by the Kingdom, additions to 

reserves and retained earnings, loan repayments, borrowings in Sweden (principally from the Nati9nal 
Pensi'Jn Insurance fund) and borrowings outside Sweden. 

The Bank commenced bus\ness in 1967 with a $122 million equity investment by the Kingdom, $110 million 
of which was allocated to share capital and -$12 .million of which was allocated t.o a statutory reserve which is 
available only to cover losses or for. distribution on dissolution. Subsequent investments by ti-.e· Kingdom 
and transfers to the statutory reserve have raised the Bank's share capital and statutory reserve :o $220 million 
and $30.6 million, respectively, as of 3 lst December, 1974. Earnings of $20.3 million had been .-etained th!'ougb 
31st December, 1974 and at that date the Bank's total equity capital amounted to $270.9 million. 

The Articles authorise the. Bank to borrow funds and iSSli•! guarantees aggregating not more than 
five times its equity capital, including its share capital, statutory reserve and retained earnings but excluding 
nil loss reserves. This limitation on borrowings does not apply to subordinated borrowings which, up to 
an amourrt equal to the Bank's share capital, may in general be treated as share capital for· the putpose 
of the Dank's borrowing limitation. To date the Dank has not made any subordinated borrowings. 

The following table indicates the Bank's sources of funds for each of its fiscal years since commence-
ment of operations: 

DorrowlnllS (net or rcpaymenls) 

fiscal ye:tr Long·Tmn (I) Lotn Addl1ions 
en1kJ Government Sub Rcp1ymcn1J to Net 

)hi Do:ccmbcr lnvestm•nl Don1eslic Forcl11n 01her Tolal Received Resents Income 

-WOO omitted) 

1968 ............•. Sl71,149 s s s 587 s 587 s s 7,107 s 
1969 .....• ........ 73,350 3,178 3,178 180 7,562 3,733 
1970 ... ... ...... .. . 5,044 5,0~4 1,008 9,780 6,526 
1971 .............. 20,879 20,879 23,929 7,335 5,907 
1972 . .. ...... .. ... 36,675 71,600 3,748 112,023 21,247 7,335 6,079 
1973 ... . ..... ••... 124,694 53,549 (7,391) 170,852 47,303 8,557 11,018 
1974 . ...........•. . 21,760 (1, 159) (3,453) 17,148 75,081(2) 12,958 10,218 

S244,499 Sl83,129 Sl23,990 S22,592 S329,7 11 5168,748 S60,634 S4J,481 

(I) As used in this tnblc Long-Term norrowings are borrowing,, with nt1 original term or JO years or more. 
(2) Inclutlt..'S prcpaymt:nt or R single I )illl of $21,612,000. 

Total 

$178,843 
88,003 
22 ~58 
58,050 

146,684 
237,730 
I 15,405 

. $847,073 

The following table i: 'kales totul scheduled payments of principal and interest on the Bank's long· 
erm bor~owings (i.e., borrowings with an original term of 10 years or more) outstanding at 3 lst December, 
1974 : 

1.ons·Tcrm Dorrowings Payable In 
Swedish Gcnnan Swf5$ 

Due In Kronor rnali<s(I) U.S. S r1 .1ncs( I ) Totnl ---
(000 omit• ') 

1975 ......... .....• .. .. .......... $ 16, 107 $ 5,717 $ 3, l d $ 1,284 ~ 26,281 
1976 .............. . . ... .......... 15,909 5,7 17 3,096 1,284 26,006 
1977 .... . ......... .. ............. 15,711 5,717 3,020 J,284 25,732 
1978 ............. . .. ............. 19,620 9,875 2,944 1,284 33,723 
1979 ....... .. .................... 23,076 13,753 2,868. 1,284 40,9~1 
1980 ... ..... . .. ...... ... ....... .. 26,984 13,181 3,291 1,284" 44,740 
1981 ............................. 25,823 12,609 3,677 1,284 43,393 
1982 .... . . . . . . . . . . . . . . . . . . . . . . . . 24,661 12,037 4,024 1,284 42,006 
1983 un1.: .1crcafler . . .............. 105.667 56,061 22,027 24,89 1 208,646 

Total • •• t •••• ' ••••••••••••• •• ft •• $273,558 $134,667 $48,120 $35,163 $491 ,508 

(I) Amounts traru lntcd nt ralcs prcvniling nt 31st December, 197·1: OM 2.105 "" U.S. SI; Sfr. 2.531 .. U.S. S l. 

At 31st December, 1974 the Dank had accumulated a reserve for unn.:nliscd foreign c:<chunge losses 
totalling S 11.7 million, representing the difference between the e1.change rates prevailing at the dates of the 
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13ank's lo~g:term German mark and Swiss franc borrowings and those prevailing at 31st December, 1974. 
It is the current policy of the Bank to evaluate its foreign c·lirrency position annually and, if necessary, 
increase the amount of this reserve. • 

Although the Swedish medium- and long-term capital market is expected to be the principal and 
preferred source of funds, the Bank expects to obtain medium- and long-term foreign borrowings from 
time to time. The proceeds of the Bank's foreign borrowings are converted almost entirely to Kronor for 
lending in that currency. 

Liquidity 
The Bank's current assets consist of bank deposits, short-term investments and marketable securities, 

which totalled Sl37.5 million at 31st Dect:mber, 1974 and included $85.5 million in National Debt Office 
notes; $47.1 million in deposits, primarily in Sweilish banks but also in foreign banks; and $4.9 million 
in short-term notes of Swedish fi.nancbl institutions. The ratio of liquid assets to total assets at that date 
was higher than would have otherwise been the case because of the National Debt Office notes held by 
the Bank. Such notes represented the difference between the Bank's borrowing from the National Pension 
Insurance Fund which was made concurrently with the issuance of the Bank's commitment for the TYO 
project in 1973, and the disbursements for such project. · 

In the interest of providing reserve liquidity to the Bank relative to its loan commitments and debt 
service, legislation was enacted in 1971 authoris'ng the Riksbank to grant to the Bank an overdraft facility 
of $48.9 million. To date the Bank has .not required this facility and no terms have been negotiated with the 
Riksbank for its use. 

Subsidiaries and Amliltes 
The Bank's subsidiaries and affiliates include: AB Strukturgaranti, wholly-owned, which was formed 

in 1972 to evaluate applications for and issue guarantees v!' the Kingdom; Svensk Foretags Garanti AB, 50 
per cent. owned by the Bank, which issues loan guarantees in small amounts; SIBTEC AB, wholly-owned, 
which was originally concerned with development and marketing of an ind ustria1 filter system but recently has 
also been active as technical consultant to the Dank and some of its borro~vers; and AB Svensk Petrokcmisk 
Utveckliag, 20 per cent. owned by the Bank. which is investigating the prospects of further developing the 
Swedish petrochemical industry. It is ~ntici :Jatcd that the functions of AB Strukturgaranli will be trunsfcrred 
to a government agency in July, 1975. Sc~ note 3 of Notes lo Financial Statements. 

The Dank at present bas thr~e additional wholly-owned subsidiaries which were acquired as a result 
of its lending activities. During 1~74 tbe Dank acquired Sandvikcn Hent Production AB and Liquid Pro· 
ccssing AD, each of which was operating nt a loss, had defaulted on its loan from the Dank and is con­
tinuing to operate at a toss. Investments in and advances to these companies at 31st December, 1974 ag­
gregated $208,000. ln March, 1975 the Dank acquired Swcteco (Textile Products) AD, u Swedish textile 
group which operated at a loss in 1974, in order to protect the Bunk's Joans nnd to continue the opera­
tions of the group. The group continues to operate at a loss. At present the Dnnk's invcstmcurs in and 
ndvnnccs to the group aggregate $6.5 million and in addition the Dnnk hns guai:anleed $3.7 million of bor­
rowings by the group from others. 

The Bank is nlso a joint venture partner in a company constructing an office building in central Stock­
holm in which it expects to occupy office spnce in 1975. See "Property". 

Property 
The Dnak's offices arc presently located in 8,794 sq. ft. of lensed space in central Stock110lrn. The tense 

for this space calls for annuul rcntfll payments of $102,688 und will terminate in September, 1975. A company, 
fastighct.s AIJ SinOS, 50 per cent. owned by the Dunk und 50 per cent. hy Hyggnnclsfirmun Ohlsson & 
Sknrne AD, u construction und development finn, currently has under construction n IO-storey office building 
und .;hopping m.111 in central Stockholm, which is estimated to c03t npproitimulely $12 million. f.i111mcing 
durinc:; construction is being provided by the Dnnk uml pcrmunent finnncing w'th n convcntionnl real estate 
lender is planned followi11g colllplctlon, 11lthough no definite arrangemcnls for such financing presently 
exist. ln 1.ht.: nutum 11 of 1975 the Bank c.-:pc:cts to relocate its offices to lc:nscd focilitic:s occupyi11g two floors 
in this new building. The terms of this lcnsc have not yet been determined. 
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Employea · · · · · 
, The Bank bas 31 employees of whom 22 are managerial or professional. In certain credit evaluations and 
loan transactions the Bank en~ages special consultants and spent $171,638 for this purpose in 1974. 
. . 
Legal Status of the Bank . 
. . The Proposition on the basis of which Parliament approved the establishment of and appropriated 
funds for the Bank does not have the force of law, but broadly states the political and econ'omic policies 
governing the Bank and its purposes. Parliamentary approval would be required in any event for any sulr 
stantio.l deviation from the terms of the Proposition. 

The Bank was incorp~rated in 1967 under the Swedish Stock Companies Act of 1944. It has a legal 
existence separat~ from the Kingdom ~nd is not entitled to claim sovereign immunity. 

The Kingdom exercises its.,rights as owner of the Bank's stock throug}l its Department of Industry. 
·The Department's exercise of control over the Bank has been essentially limited to exercise of its prerogatives 
as shareholder, including annual election of the Bank's Board of Directors (see "Management"). 

The Bank is formally a credit company subject to the Swedish Credit Companies Act of 1963 under 
which amendments to the Articles must be approved by the Government. The Articles have been amended 
only once, relating to the Bank's engaging in export financing, and this amendment was approved by Parlia­
ment as well as the Government. The Bank has been exempted from examination, regulation nod supervision 
by the Swedish Bank Inspection Board which is--generally provided by such Act. 

Jn comm JD with other Swedish companies, the Bank must obtain the Riksbank's approval for long-term 
borrowings in the Swedish domestic capital market (other than in the limited Swedish private Jong-term 
market) unde r general domestic capital mnrket regulations, nnd for external b.orrowings under exchange 
control regul& tions. · 

• I 
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MANAGEMENT 

The Articles provide that the Board of Directors shall c~nsist of not less than seven nor more than 
nine Directors and an equal number of Deputy Directors, and that the Board shall_ appoint or:e ofits members 
Managing Director. All of the foregoing positions (other than Managing Director) are filled by shareholder 
election. The present Directors, Deputy Directors and executive officers of the Bank are as follows: 

Directors 

Arne S. Lundberg' . .. .. .... .. . 
Harry Hjalmarson' ... . ...... . 

A.rne ~ans .. . . .. .......... . 
Hans Cavalli-Bjorkman .. . .... . 
OJle Goransson . ...... . ..... .. 
Tony Hagstrom ... .. ..... . .. . 
Sigurd Ljungcrantz .... . ...... . 

Sven Wehlin ............. . .. . 
Arne H. Nilstcin .... . .... ... . . 

Deputy Diroctou 

Erik Gra.fstr<>m .... .... .. . ... . 
Harald H:lkansson . .. .... . ... . 
Birger Ekstrl\m .... . . . . . .. . .. . 
Sture Ulvskog ........ . ...... . 
Sven Sundin ... . ........ . .... . 
Bengt Dennis ... . ......... . .. . 
Nils Landqvisl. .............. . 
Gunnar Nilsson ............. . 
Lennart Lundgren . . ......... . , 

Executi\ c OIOccrs 

Arne Callans ... . ........... . . 
D:1g Persson . .. ............. . 
Kni Holmbeck ........... .... . 
Keister Wallin . . ............. . 
Lnrs-Olof Guslavsson ........ . 
Robert Uelleday. . . . . . . . . . .. . 

1 CJ1airmnn or DOD.td or Directors. 

Principal Occupation 

Managin·g Director of Luossavaara-Kiirunavaara AB 
Retired, former Managing Director of The Co-operative Union and 

Wholesale Society 
Managing Director of the Bank 
Mana'ging Director of Skanclinaviska Endskilda Banken, Malmo 
Member of Parliament 
Under Secretary of the Ministry of Industry 
Director of various companies, former Managing Director of Corona­

verken AB 
Vice Chairman of the Sweclish Metal Workers' Union 
Managing Director of the Swedish Indu~trial Salaried Employees 

Association 

Chairman of the State Power Doard 
Managing Director of the Federation of Swerl ish Farmers 
Managing Director of Upp~krn Mekaniska Verkstods AB 
Managing Director of Ostgtltabanken 
Fanner, former Member of Parliament 
Under Secret.nry of the Ministry of Commerce 
President of Korsntis-Murmn. AB 
Chairman of the Swedish Confederation of Trndc Unions 
Genernl Secretary of Swedish Bank Employees Union 

Position 

Managing Director 
Chief Legal 0!1\ccr and Deputy Managing Director 
Senior Lending Officer 
Chief Financial Officer 
Senior Lending Officer 
Senior Lending Officer 

• Deputy ChnlrmRn of Dol\fd of Dlroctnr~. 
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GUARANTEE OF THE KINGDOM OF SWEDEN 

In 1967, pursuant to ParliaJllentary authority, the National Debt Office of the Kingdom of Sweden 
issued a letter on behalf of the IGngdom undertaking to guarantee the obligations of the Bank up to and 
including 450 million Kronor ($110 million). In 1968, the guarantee was increased to 630 million Kronor 
($154 million) and in June, 1969 the guarantee was increased to 900 million Kronor ($220 million). On 
19th June, 1975 the 'lmount of the guarantee was increased to2,000millionKr· nor ($489million) pursuant to a 
proposal approved by the Parliament on 13th May, 1975. The Bank's total obligations presently are in excess 
of 2,000 million Kronor ($489 million). 

lo the opinion of G. Sandstroms Advokatbyra> special Swedish counsel for the Bank, the Kingdom's 
guarantee applies to the Bank's obligations evidenced by the Bonlls and is irrevocable with respect to those 
obligations. The Kingdom's guarantee is a guarantee of collection and not a guarantee of payment and 
accordingly would be enforceable against the K.ingdo::n only after all means of legal recourse against the Bank 
have been exhausted without satisfaction in full of a guaranteed obligation. Were the Bank to uecome in­
solvent and be liquidated, the claims of holders of the Bonds for payment under the guaranteee or the Kingdom 
would be aggregated with claims of other creditors of the Bank entitled to the benefit of the guarantee. If the 
aggregate amount of such claims exceeded the amount of the guarantee, all creditors would be entitled to 
receive a proportionate distribution of the amount guaranteed. 

' 
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KINGDOM OF SWE,DEN 

. 
The Kingdom of Sweden covers an area of approximately 174,000 square miles (\,hich is approximately 

twice the size of the United Kingdom) and its popu1ation at the end of 1974 was estimated at 8,177,000. The 
largest cities are Stockholm (1,353,000 inhabitants), Goteborg (688,000 inhabitants) and Ma1mo (453,000 
inhabitants). Approximately half cf Sweden is covered by forest. The average population density per 
square mile at the end of 1974 was 47. 

General Political Information 

Sweden's constitution provides for a parliamentary government system and a King who performs 
only <'~remonial duties and functions as· the official reprei;entative of Sweden. Executive authority rests 
with the Cabinet of Ministers headed by the Prime Minister. Legislative power rests with the Parliament, 
which has consisted of a single house since 1971. There are 350 members of Parliament who are elected 
every three years by direct ballot, 310 from local constituencies and 40 on an "at large" basis. There 
are five political parties which have been represented since the general election in September 1973 as 
follows: 

Numberofsents 

Social-Democratic . . . . . . . . . .. . . . .. . . . . . . . . .. . . . . . . 156 

Centre . . . . • . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 90 

Conservative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 51 

Liberal . ............ . ........................ . . . . 34 

Communist... .. ............................... . . 19 

Since 1932 the Social-Democratic Party has formed the Cnbinet either &lone or in coalition with 
other parties. The present Prime Minister of the Socinl-Democrntic government is Mr. Olof Palme who 
became Prime Minister in 1969. Prior to Mr. Palme, Mr. Tage Erlaoder was Prime Minister since 1946. 

lnleroational organisations of which Sweden is a member include lil t.. United Nations, International 
Monetary Fund (IMF), Iotemational Bank for Reconstruction and Development (World Dank), Gen­
eral Agreement on Tariffs and Trade (GA TI}, Organisation for Economic Co-operation and Develop­
ment (OECD) nnd European Free Trade Association (EFTA). Sweden is not n member of any military 
alliance and hns a policy f neutrality. Sweden has not engaged in a war since 181... 

Jn1luslry 

Sweden has a diversified but highly industrialised economy. Swedish industry is generally concentrated 
in the southern half of the country, principally around the major cities of Stockholm, Goteborg and MnlroO, 
but n significant amount of mining nnd energy production as well ns certain Limber nctiviti.:s are located 
in the northern half. 

Manufacturing is the largest component of Sweden's industrial sector, accounting for tlte major portion 
of its share of gross domestic product and employing the majority of its labour force. The principal charac­
teristic of Sweden's m:11:1ufacturing industry is its reliance on tcchnolo!,ry, and most of its products are based 
on Swedish inventions or developments. Because of the small size of the domestic market, Sweden's manu­
fnclured products are largely exported. Among lhe more important Swedish manufacturing industries arc 
automobiles, electronic equipment, machine tools and shipbuilding. Sweden is the third largest shipbuilding 
nalioo in the world. 
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Mining in ~;weden is ceqtred around the large iron ore deposits in the north, and Sweden accounts for 
approximately 6 per cent. of world iron ore production and 13 per cent. of world exports. Other important 
minerals found in Sweden are zinc, copper, Jead and manganese. Because of Sweden'~ large iron ore 
deposits, the country also has a highly developed iron and steel industry which produces a wide variety of 
products for domestic use and export sale. 

Although Sweden has less than I per cent. of the world's forests, certain climatic conditions and other fac­
tors have made its forest products particularly desirable in the domestic and export markets. Forest produ<..~s 
account for about one-fourth of Sweden's total exports and its exported forest products constitute approxi­
mately 3 per cent. of world volume and 13 per cent. of world export value of such products. Sweden's prin­
cipal forest products include pulp, paper, wallboard and lumber. Sweden is the fourth largest producer of 
wood pulp and the second largest producer of wallboard in the world. 

While still relatively small, Sweden's chemical industry has expanded rapidly in the post-war period 
and now employs nearly 8 per cent. of the Jabour force and accounts for almost IO per cent. of industrial 
output. Sweden's chemical production consists primarily of organic chemicals, plastic::;, pharmaceuticals and 
petrochemicals and a substantial portion is exported. 

Over 80 per cent. of all passenger traffic and approximately 65 per cent. of all goods in Sweden are trans­
ported by road. Railroads, while extensive, have been declining in importance in recent ye~rs with respect to 
passenger transportation but continue to carry a large sha.re of Sweden's raw and manufactured products 
Shipping is also important in Sweden due to its large coastline, and Swedish ships are also active in world 
sea trade. Within Sweden aviation is not a significant means of transportation. 

Corporate Ownership 

Most Swedish industry is privately owned. Kingdom ownership is primarily limited to a few special 
sectors of the economy such as iron ore, mming, public utilities and transportation where Kingdom-owned 
enterprises account for over half of the produced goods and services. Jn most cases, Kingdom-owned com­
panies have not been established for commercial or control purposes, but rather to create employment and 
encourage regional development. The Kingdom also has important ownership interests in certain Swedish 
financial institutions. 

Agriculture 

Total arable land at the end of 1973 was about seven million acres, which is 7 per ccrtt. of Sweden's total 
land area. During the last 10 years the agricultural labour force has been reduced by an average yearly rate of 
7 per cent. but total agricultural production has changed very little. 

The Swedish farmers' produ:er cooperatives collaborate nationwide und about 80 per cent. of the sales of 
agricultural products arc handled by their economic associations. Through tllese associations the formers 
own a significant part of the Swedish food industry, thus exercising an important influence on the market. 

Lnbour I•orcc 

As in mosl industrialised countries, the tren<l in occupation has been nway from agriculture with an 
increasing percentage of workers engaged in manufacturing and i;crvices. Immigration into Sweden and 
the entry of married women into the labour force has satisfied demand for workw: while, ge:nerally, ,the 
proportion of the Swedish population of the ages which coulribute to the labour force has declined. Women 
account for approximately 40 per cent. of the Jabour force and foreigners approximately 5 per cent. 

The Swedish lnhour market is charac:Lcrised by strongly centralised organis:.itions, both on the employer 
and the employee side. The Swedish Confederation of Trade Unions consists of 25 trade unions and 
more than 90 per cent. of the blue-collar workers in Sweden belong to trade unions which are members of the 
confederation. About 70 per cent. of the white-collar workers nre members of the 23 unions cor.stituting the 
Central Organisation of Salaried Employees. Union labour negotiations are conducted with employer 
organisations in which the Swedish Employers' Confcdcrntion is dominant with over 26,000 member firms 
employing some 1,250,000 people. 
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Gross Domestic Product 
The value of Sweden's gross domestic product at constant 1968 market prices for each of the years 1969 UJ,rough 

1973 is set forth in the following table: · 

1969 1970 

Gross domestic product at constant 
1968 market prices . : . . . . . . . . . . . . . Skrl48,560 Skrl 55,283 

Annual percentage growth . . . . . . . . . . 5.1 · 4.5 

GDP COMPONENTS FROM THE 

P RODUCTION SIDE 

Agriculture, hunting, forestry, fishin& 

Mining and qur.rrying ........... . 

Manufacturing . ................ . 

Construction .. . ........ . ...... . . . 

Electricity, gas and water .........• 

Transport and communication ..... . 

Wholesale and retajl trade, restau-
rants and hotels ...... . ........ . 

Financing, insurance, real estate and 
business services . . ........ . .. . 

Community, social and personal serv-
ices . ...... . .. .. ..... ... . .... . 

Products of government services . . .. 

GOP COMPONENTS FROM TllE 

Usu SIDE 

Private consumption ............. . 

Public consumption .. : .......... . 

Total consumption ...... . .. . ... . 

Privntc clomestic gross capital forma-
tion, excl. permanent residential 
housing ............ . ........ . 

Public domestic gross capital forma­
tion, excl. permanent resiclc11tial 
housing ..... .. .............. . 

Permanent residential housing, gross 
capital formation .... . ...... . . . 

Domesti : gross cnpital formation 
total ............. . . . .... . .. . 

Change ii' stocks ............... . 

5,8~9 

1, 199 

37,843 

14,2 10 

3,158 

9,148 

15,610 

20,202 

5,694 

21,443 

82,573 

29,889 

112,462 

13,177 

12,054 

9,637 

34,868 

+1,875 

6, 142 

1,191 

40,146 

14,395 

3,283 

9,317 

15,931 

20,691 

5,513 

23,182 

84,171 

32,344 

116,515 

13,559 

13,293 

9,282 

36, 134 

+4,134 

SouRcn: Nat ~onnl Institute of Economic Research, Stockholm. 
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1971 1972 

(io millions) 

Skr 156,096 Skrl 60,232 
0.5 2.6 

6,698 

1,285 

40,507 

14,250 

3,531 

9,808 

15,352 

21,575 

5,457 

24,056 

83,562 

33,493 

117,055 

13,638 

12,773 

9,329 

35,740 

+ 1,173 

6,630 

1,299 

41,467 

14,965 

3,822 

10,173 

15,872 

21,934 

5,666 

25,038 

85,679 

34,239 

119,918 

14,715 

13,687 

9,655 

38,057 

-28 

1973 

Skrl65,449. 
3.3 

6,583 

1,408 

44,235 

14,715 

4,045 

10,477 

16,034 

22,360 

5,946 

25,660 

87,312 

35,088 

122,400 

15,595 

12,859 

9,503 

37,957 

- 627 

1973 
trans kt ted 

to S 

$40,452 

1,609 

344 

10,815 

3,598 

989 

2,562 

3,920 

5,467 

1,454 

6,274 

21,348 

8,579 

29,927 

3,813 

3,144 

2,323 

9,280 

-153 

.__ __________________________________________________ __ 



The average annual rate of increase in Sweden's gross dqmestic product at conslant 1968 market 
prices during the above five year~ has been 3.2 per cent. and the estimated growth for 1974 is 4.2 per cent. 
!he forecast for 1975 in the Government budget is 2.5 per cent. 

According to published OECD data, the gross domestic product per capita in Sweden in 1973 was 
$5,860 and was exceeded in that year only by that ~f the United States of America ($6,150). 

The gross domestic product implicit· price level index, the import price index, the volume index of 
production in mining and manufacturing and the consumer price index for the years l 969 through 1973 are 
given below. The base year for these indices is 1968 except for the consumer price index which utilises 1949 
as the base year. 

1969 1970 1971 1972 1973 

GDP implicit price level .. .......... .. 103.2 109.8 117.4 124.2 132.5 ..• 
Import prices .. .. ...... .. ... ...... . 101.8 110.2 116.3 118.3 133.1 
Volume of production in mining and 

manufacturing .. .... ... ........... . 107.5 114.1 111.5 118.3 126.8 
Consumer prices ... .... ..... ..... ... 221 236 254 269 287 

SOURCE: National Iostitute of Economic Research, Stockholm. 

The consumer price index for 1974, as reported by the Natio.inl Institute of Economic Research, 
Stockholm, was 316 (1949 base year). 

Soci 11 Welfare 

Sweden has developed a comprehensive social welfare programme which, to n large extent, is financed 
by ta.: revenues. Most social benefits are availaLle to everyone without regard to person income. Every 
citizer1 is covered by the compulsory be::lth insurance programme which pays substantially all of the expenses 
of doctors, hospitalisation and medici1:e and a major portion of dental expenses. The national old-age 
pension, starting at ab .... 67, is paid to all Swedish citizens and to foreigners resident in Sweden for n certain 
period. !n addition, an ir.crcasing nuir.Jer of persons nre becoming entitled lo the national supplementary 
pension which is funded b:1 premiums paid by employers. Sweden also has unemployment insurance, rent 
nllownnces for low income persons and a system of laws prescribing a mandatory four weeks' vacation and 
n 40-hour work week. 

Foreign Trude 

The Swedish economy is highly dependent on foreign tradl.! as tho Swedish home market is relatively 
smnll. Sweden's lnrge natural reserves, such as timber nnd iron ore, nncl its inclustri11l production nre the basic 
materials for e~portcd products. Western Europe takes almost three-quarters of Sweden's total exports, ns 
ill us teated by the following table: 

EFTA 

REGIONAL DISTillUUTION 01' fOIU!.IGN TRADl! IN 1973 
I!xporcs (f.o.b.) 

22% 
Norway . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9% 
Finland... ............ . . . .. . .. . ...... 7% 

EEC 
United Kingdom .. . . . . .. .. .. . .. . . . .. . . 15 % 
Gcrnlnny. ........ . ............ ........ 10 % 
Den1n:lrk.............................. 10 % 

USA ................................... . 
Developing countries ....................... . 
Other ................................... . 

Sotmcn: Svcrigcs Riksbank. 

2-1 

50 % 

6% 
10% 
12% 

100% 

! mports (c.i.f.) 

18% 
7% 
6% 

12% 
20% 
8% 

55% 

?~{ 
10 % 
10% 

IOU % 



Sweden participated in the es•ablishment of the Organisation for European Economic Cooperation 
(now the OECD) and the convention establishing the European Free Trade Association (EFTA) was 
signed in Stockholm in November 1959. Original members of EFTA were Austria, Denmark, Norway, 
Portugal, Sweden, Switzerland and the United Kingdom. Subsequently Denmark nnd the United 
Kingdom withdrew from EFTA and joined the Europeun Economic Community (EEC) and Iceland 
has become an EFT A member and Finland an ai,sociated member. Virtually all tariffs and restrictive 
quotas have been abolished on trade in industrial goods among EFTA me1 .. bers. 

On 22nd July. 1972 Sweden entered into agreements with the EEC and the European Coal and Steel 
Community ("ECSC"). The essential feature of the agreement with the EEC is that a free trade area i!: 
gradually created for industrial goods (agricultural products are excluded) through the progressive 
diminution of the existing tariffs between Sweden and the EEC, in step with the tariff reductions between 
the EEC and its new m1~mbers. An initial tariff reduction of 20 per cent. took place on 1st April, 1973 and was 
followed by two other equal reductions on 1st January, 1974 and 1st January, 1975. The two remaining 
20 per cent. reductionii will take place on 1st January, 1976 and 1st July, 1977. (n case of certain so-called 
"sensitive" products, however, some exceptions have been made extending the transitional peri..id· to 
1st January, 1980 for special steels, certain metals and rayon wool nod to Isl January, 1984 for paper and 
paper board (except fibre building board), paper producir and printed matter. During the extended tran· 
sitional period reductions in customs duties may be restri1.aed to certain annual quantities. Customs duties on 
paper products are h<:ing gradually and temporarily reintroduced for exports from Sweden to the United 
Kingdom and Denmark until superseded by overall EEC reductions. These countries have, however, under· 
taken to set annual duty-free quotas for their imports from Sweden for the period 1974-1983. 

The provisions 1)n ta.riff aboli tion and other matters in the Swedish ::igrecment with the ECSC 
coincide with those of the EEC agreement. Under the agreements with the EEC and the ECSC 
Sweden maintains h1:r autonomy to make trade agreements independently and to continue her long 
standing low.tariff policy. 

The EEC and ECSC agreements give Sweden potential access to n duty-free market for industrial goods 
with 300 million inhabitants, covering practically the whole of Western Europe. Swedish exports to 
EEC members will be rdieved of rariffs umounting to Skr 500 million nnd gOOllS imported from the 
European Communities will be spared Skr 600 million in tariffs (both bnsed on 1973 trade figures). 

The following l11bl1.! gives the percentage of Sweden's foreign trade in various categories or goods 
in 1 97~: 

Exriorts (r.o.b.J 

Mnchlnc:ry, instrumcncs •• . ....... 

Transport equipment ... . . . ..... . 

Metal, metul gomJs 

Paper, pnper got)(IS 

Pulp ..... ..... ...... .. ....... . 

Tirnbcr . ...... . ..... . .. . ...... . 

Other ....•........... .... ... .•• 

SoURCI?: Sveriges Riksbnnk. 

25 % 

16 

13 

9 

8 

8 

21 

100% 

25 

Imports (c.iJ.) 

Machinery, instruments ....... . 

Metal, metal goods •....••....• 

Fuel 

Food 

Textile goods, shoes . • .. .. . . .... 

Chcmiculs .. .. . .. ........•.•.. 

Trnnsport equipment .. ...••.•• 

Other ......••.............•.• 

25% 

12 

11 

9 

10 

9 

10 

14 



Balance of Payments 

The value of Swedish exports and imports, the balance of trade and other Balance of Payments data for the 
calendar years 1969 through 1974 are shown in the following table: 

1974 
translated 1969 1970 1971 1972 1973 1974 to S 

CURRENT TRANSACTIO:\S 
(in millions) 

E;:ports f.o.b ....... . ..... .. .. Skr29,459 Skr35, 150 Skr38,224 Skr41,749 Skr53,153 Skr70,391 $17,211 
Imports c.i.f. .. 

-30,571 -36,251 .............. .. -36,192 -38,618 -46,336 -72,850 - 17,812 
Balance of trade .............. - 1,112 -1,101 2,032 3,131 6,817 -2,459 -601 
Adjustment of trade returns .... 151 136 16 49 -111 ·-!15 -23 
Net shippi n' ............ .... 2,016 2,114 2,325 2,432 2,989 3,813 932 
Travel ..... . ............ . ... - J,229 -1,748 -1,927 -2,400 -2,275 -2,254 -551 
Other services ........ . ....... -104 13 -444 -633 -778 -1 ,494 -365 
Transfers (net) .............. - 741 -781 -908 - 1,207 - 1,356 - 1,907 -466 

Dnlance on current account .... - 1,019 - l,367 1,094 1,372 5,286 -4,396 ..:_1,075 
---

CAPl1'AL TRANSACTIONS 

Government capital transactions -2tl0 - 214 - l f.O 47 - 201 -465 - 114 
Security trnnsactions .......... - 127 246 378 830 445 97 24 
Private long· term loans ........ 

Abron<l .. ...... ... .... . 579 1,002 944 870 428 } } 1,536 376 ln Sweden ..... . . . . . . . . - 60 - 107 -42 -4 - 35 
Direct in vestment 

Abroad .. _. .. ........... - 1,225 - 1,103 - 899 -· l,25 1 - 1,2?7 
} - 1,557 -381 In Sweden .............. 799 557 423 325 J(JJ 

Other . .... . ........... . .... 150 771 - 54 621 702 1,817 444 --- ----· ---- ·----Balance of' capital ............ - 124 1,152 570 1,438 415 1,428 349 
---SOR ALI OCl\"JIUN ................ 196 180 178 
---- ---ERltOHS AND OM ISSIONS •..••.•.•••. - 543 637 443 39 - 62 1,178 288 ·--- ---- ---

~fO'.°'JETAIW INSTITUTIONS 

Foreign cxcltnngc reserve ...... - 1,853 394 1,208 2,251 3,884 - 3,292 - 805 
A 11thorisl'cl exchange ban ks: 

time position t t t t f I t 0 • o 0 0 167 2211 193 678 1,755 1,502 367 . ----- ----- --- ---- --·- -Total 
f It t t t Ifft It t • - 1,6R6 618 1/101 2,929 5,639 - 1,790 - 438 ---- ---- --- ---

SOURCE: Sverigc:; Rik:.b:rnk. 



Foreign l:xehnoge Reserves 

The following table shows the net. foreign exchange holdings of the. Sveriges Riksbauk and the sight 
holdings of the authorised exchange banks as well as Sweden's position in respect of gold, SD Rs and the 
IMF at the end of each year from 1970 through 1974. 

Sveriges Riksba.nk 

Gold . .........................• 

Special Drawing Rights . .. .... . .•• 

IMF position . ... . ... . ....... .' . .• 

Foreign exchange .......... . . . . .. 

Total ... . ... . ...... . .. ... . 

Authorised exchange banks 

Sight balance .............. . . ... . 

Total ... .......... . . . . . . 

SOURCE: Svcriges Riksbank. 

1970 

. Skr 1,035 

196 

654 

1,739 

3,624 

648 

4,272 

3 lst Decemb~r 

1971 1972 1973 

(in millions) 

Skr 1,046 

376 

432 

3,211 

5,065 

415 

5,480 

Skr 1,047 

554 

465 

5,254 

7,320 

411 

7,731 

Sier 1,1 15 

589 

484 

9.057 

. 11 ,245 

370 

I 1,615 

1974 

Skr 1, 115 

589 

490 

5,527 
--

7,721 

602 

8,323 

1974 
trnnslated 

to S 

$ 273 

144 

120 

1,351 

1,888 

147 

2,035 

At the end of J 974 the Svcriges Riksbank agreed with the Bnnk for Jntcrnntional Settlemc11ts ("DIS") 
in Dnslc on a stand-by cred it for $300 million. Under this agreement tbe DIS will during 1975 upon request 
immediately place foreign currency up to this amount at the disposal of the Svcriges Riksbank. The :igrcc­
mcnt provi<.les for the possibility of prolongation after the end of 1975, in which cnse n credit drawn undt:r 
the facility may also be prolonged. 

Energy 
Sweden is not 1111 oil-producing country nnd extensive exploration in the last f cw years has been lnrgely 

unsuccessful. The Swedish balance of trade has therefore taken the full burden of the increased prices of oil 
and oil products which took effect in the latter part of 1973. 

The fo llowing table shows the import and export values of oil and fuel for 1973 nnd preliminary figures 
·ror 1974 as well ns projected figures for 1975 nnd 1976 based on oil nnd fuel prices ns of December, 1974: 

Imports: 
Crude oil ........... . .......... ... . ......... .. . . .•.. 
Fuel oil ........................• .. . . . . ..... . .. . .• • . 

Exports: 
Fuel oil ........................................... . 

Impact 011 balanct: oft rnde .... . . . . . •.... . . . . ............ 

SOURCI!: National Institute of Economic Rcscnrch, Stockholm. 
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1973 

Skr l ,260 
3,290 

4,550 

197 

4,353 
--

1974 1975 1976 

(in millions) 

Skr 3,680 Skr 6,340 Skr 6,270 
8,020 5,910 5,950 

11 ,700 12,250 12,220 

540 620 640 

11,1 GO 11 ,630 I I ,5SO 
-- -- --



State Budget and National Debt 

The sources and uses of ·funds of the Central Government of Sweden for the calendar years 
through 1973 are summarised in the following table. 

1973 
translated 

1970 1971 1972 1973 10 s 
(in millions) 

REVENUES 

Direct and indirect taxes Skr35,979 Skr40,799 Skr43,059 Skr46,9JO $11,469 
Other .......... .. .... 3,294 3,903 4,447 4,900 1,198 

39,273 44,702 47,506 51,810 12,667 
EXPENDITIJRES 

Transfers .......... .. 23,395 27,096 31,167 34,470 8,428 
Consumption ........ 13,257 15,178 15,799 17,290 4,227 
Gross fixed investments 1,865 1,926 2,311 2,470 604 
Residual ... .......... . J:l4 -830 468 250 61 

38,701 43,370 49,745 54,480 13,320 

LENDING ET" ... .... .... 3,625 4,535 4,348 3,500 856 
EXYRA B\ ' 'l\Y TRANS· 

ACTIO' (cxpendi-
ture ir . . e ...... .. .. -152 567 242 20 5 

SOURCE: National Institute of Economic Research, Stockholm. 

The fr·llowing table sels fortr. the National Debt. of the Central Government of Sweden: 

1973 
translated 

1970 1971 1972 1973 to S 

(in millions} 

NATIONAL DEDT 
end) (I) 

(at year-

Funded . .. •.. .... . ... Skr24,812 Skr27,399 Skr29,948 Skr34,21R $8,366 
Floating (2) .. ........ 11,343 11,387 15,188 17,069 4,173 

----
36, 155 38,786 45,136 51,287 12,539 

(I) All payable in Swedish Kronor. 

(2) Original maturity of one yenr or Jess. 

SOURCE: National Institute of Economic Research, Stockholm. 

1970 

The Kingdom of Sweden has guaranteed the principal of and interest on obligations of others (both 
int.::rnal nnJ external) aggregating approximately Skr 17,758 million (S4,342 million) at 31st December, 1974. 

All payments on its public debts, internal or external, have been mndc when due by the Kin!!dom of 
Sweden since the establishment of the present stnte in 1809. 
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ACCOUNTANTS' REPORT 
J 

The Board of Directors ·. 
Sveriges Investeringsbank Aktiebolag: 

We have examined the balance sheet of Sveriges Investeringsbank Aktiebolag as of 31st December, 1974, 
and the related statement of income for the five years then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests of the accounting records 
nnd such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, such financial statements present fairly the financial position of S·1eriges Investeringsbank 
Aktiebolag at 31st December, 1974, and the results of its operations for the five years then ended, in conform­
ity' with generally accepted accounting principles applicable in Sweden, applied on a consistent basis. 

The accompanying financial statements expressed in U.S. dollars have been translated into dollars 
solely for the convenience of the readr.r. We have reviewed the translation, and, in our opinion, the financial 
statements expressed in Kronor have been translated into dollars on the basis set forth in note 2 of Notes to 

Financial Statements. 

Stockholm, Sweden 
24th February, 1975 (except as to 
note 9 of Notes to Financial 
Statements which is as of 11th June, 
1975) 

TORE .:£ENCK.EL 
Authorised Public Accountant 
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SV~RIGES INVESTERINGSBANK AKTIEBOLAG 
BALANCE SHEET 

31st December, 1974 

ASSETS 
In thousands 

of 
Swedish Kronor 

Cash and due from backs . ... . ....... . ......... . . .... . .... . 
Interest bearing deposits with banks nnd investments ..... . . . .. . . 
Loans .......... ... .. . ..•.••..... . ...... . ...... . .. ..... . 
Investments in subsidiaries and affiliates (3) ... . .. . ... . . . .. . . . 
Advances to subsidiaries and affiliates (3) •• . .....•... .. . . .. . . 
Office equipment, net . . . . ... ... : • .......... .. . ..... .. .. . . .. . . 

Skr 1,968 
560,625 

2,116,985 
3,890 

10,308 
101 

Ac.: rued interest and commissions ................ . . . . . .... . 
Own bonds repurchased . •.•.... . ...... . .. . ........ . .. . . . ... 
Other assets . . ....... .. ... . .. . . . ... . .. . ........ , .. .... . .. . 

47,154 
10,432 

229 

Total assets . ... . .. . ... . .. . ... .. . . .. .. . , ... . . . Skr 2,751,692 

Borrowed funds (4) 
LIABILITIES, RESERVES AND EQUITY CAPITAL 

Short term .. ........ .. .......... . . ............ . .. . . . 
Medium term ....... . ........... . . . .. ........ . . .. . . . . 

Skr 60,924 
29,078 

Long term ..... ....... ........ .............. .... .. .. 1,256,120 

J,346,122 
Accrued expen'ies 

Interest and other ......... .... .......... . ............. . 45,000 
Income ta:<cs .. . .. . ............... . .......... ... . ... . 1,590 
Pension .......... . ..... .............. . ......... .. ... . 244 

46,834 
Advances from subsidiary and affiliate (3) ................... . 2,900 

Total liabilities J,395,856 

Reserves for losses 
Lonns (5) .........•.............................. . ... 200,000 
Foreign exchange ..................... . ............. . 48,COO 

Total reserves 248,000 

Equity capital (6) 
Share cnpif.;il .... . . . . . .. ........... .. .. .. ... . ....... . 900,000 
Statutory reserve . . . . . . . . ..... , ............. . ...... .. . 125,000 
Rctuinc<l earnings . .. . . . .......•.... . . ................ 82,836 

Total equity capital .............. . ... .... . .. . . . 1,107,836 

Commitments and contingent liabilities (7) 

Total liabi lities, reserves nnd equity capital Skr 2,751,692 

See accompanying Notes to Financial Sta tements 
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Translation into 
thousands of 
U.S. dollars 

s 481 
137,072 
517,600 

951 
2,521 

25 
11,529 
2,550 

56 
---
$672,785 

:s 14,896 
7, 109 

307,120 

329,125 

11,002 
389 
59 

1 J ,450 
709 

341,284 

48,900 
11,736 --
60,636 

220,049 
30,562 
20,254 

270,865 

S672,7S5 



' 
NOTES TO FINANCIAL STATEMENTS 

(1) Statement of Accounting PoJicies · . 

In order to facilitate an understanding of the data fr.tcluc:!i. . fo1j financial stateme.lts, summarised below 
are the more significant accounting policies of Sveriges ln ,, ~wrings bank Aktiebolag (the ' 1Bank"). These 
policies are in conformity with principles anL procedures gem.,rally followed in Sweden. 

Basis of Presentation 

The Bar]~ does not consolidate its subsidiaries, all of which are wholly-owned. Investments in subsidia­
ries, an affiliate, and corporate joint ventures are c~rried at cost. The Bank assumes the losses of its nonprofit­
able subsidiaries through periodic contributions which are charged to income. In the aggregate, the sub­
sidiaries, affiliate, and joint ventures are not significant to the result of opera lions and financial position of 
the Bank. ·· 

Foreign Currency Translation 

The Bank maintains foreign currency assets and liabilities at historical rates, except for cash on hand and 
iu banks, its own bonds repurchased and accrued interest n!ceivable and payable which are converted at rates 
prevailing at each year end. As a result of major currency revaluations, commencing in 1977J the Dank 
provided a reserve for future exchnnge losses in an amount which approximates the difference- between 
historical and current rates applicable to long-term borrowings having a translation loss. Such provision is 
reflected in the st11temeot of income as provision for foreign exchange losses. Other realised and unrealised 
excb:rnge gains and losses are reflected in the statement of income as foreign cxchauge losses (gains) - net. 

lnc<>me Tnxe:r 

The Dank nod its subsidiaries file separate income tax reh1ms and provide taxes bused on tnxnble income 
as determined under Swedish tax Jaw. For all years presentetl, the Bank's taxable income was substantially 
tJ1~ same us financial income reduced in 1973 nnd 1974 for n dividends-paid deduction and as to the national 
illcome iax reduced in each year by a deduction fo; local tax csscnt.iatly on a cash basis. 

Swedish lnw permits the Dank to reduce taxable income annually for dividends pa iJ, limited to an amount 
equal to 5 per cent. of capital paid-in. This annual dct.oction is nvailable for cncb of ten years, which m:ed 
not be consecu tive; however, it can only be taken within 15 years from the date the cupital was paid-in. The 
deduction utilised in both 1973 and 1974 wns Skr 35,000,000 ($8,557,000). Based on capitnl paid-in to date 
the deduction nvnilnbk cnch year through 1981 amounts to Skr 50,000,000 ($12,225,000) and <lccreniies to 

, Sier 25,000,000 ($6,112,000) nnd Skr 15,000,000 ($3,667,000) in 1982 nncl 1983, respectively. 

The 1rntionul statutory income tax rate was 40 per cent. for tho years 1970 to 1974. The loc.1) income 
tux rate rose progressively from 19.03 per cent. in 19'/0 to 23.09 per cent. In 1974. The combined effective 
income tax rate for the Unnk, which was approximately 54 per cent. for the yenrs 1970 to 1972, declined to 
7.4 per cent. in 1973 nnd 15.8 per cen t. in 1974, primarily clue to the divide11ds-r.nid deduction referred to 
nbove. 

Reserve for Loan LosseJ 

The provision for loan losses charged to opemting expenses is compulcd to provide u reserve which ii1 
npproxirnntcly 6 per cent. of total 011ts1nnding loans plus c::omrnitments issued but not yet disbursed which is 
the maximum reserve 11cccpted under Swedish tnx law. 

Ojjice L::qulpment 

OOke equipment is stated nt cost less nccumulate<l depreciation. Deprccintion expense is charged to 
opcrnting expense on n str:iight-line basis over n five-year life. 

Or1:1111l.rntinn all(/ Bontl /Jsunnce CostJ 

Organisation «<ld bond issu:iocc costs nrc charged to operating cxp1:nsc in the year incurred. 
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(2) Basis of Transl cion into U.S. Dollars 

The fiDancial Jtatements presented herein ar.: expressed in Swedish Kronor and, solely· for the 
convenience of the reader, liave been translated into United States dollars at the rate of Skr 4.09 = U.S. Sl, 
the ~t ! prevailing as of 31st December, 1974. This translation should not be construed as a representation 
that :!~ ..: ilmounts shown could be converted into U.S. dollars. 

(3) Jnvesrmeots 

A swnmary of the Dank's investments :n and advances to and from subsidiaries, an affiliate and joint 
ventures, including the Bank's equity in their underlyirg net assets, is as follows: 

At list December, 1974 
Advance 10 

Cmying 
Equll{, in (from) loves1cc 

under yin1 
VaJuo Dtl&SWLI Amount 

Pcrccnt&11e Skr ' Sier ' Sier ' or Jnicrcat Name 
~!~ (000) (000) (000) nte 

AB Strukturgaranti ····· ····· ····· ··· ·. 100 500 -1a 500 122 (500) (122) 5.00% SibtccAB ................... ········. 100 600 147 602 147 920 225 Svcnsk Forctn~ Garanti AD ·········· .. 50 2,400 581 2,600 636 (2,400) (587) 
AfJ Svcn~k Pctrokcrnisk Utvcckling ...... 20 120 29 120 29 
FasUghcts AB Sibos . •. • • •••....•.•••• • • .so 100 24 100 24 8,702 2,128 10.25% S3nd'ri kcn Hcnt Production AD . . ..... . •• 100 100 24 258 63 2'i 6 1.iquid Processing AD ...... ····· · ······ · 100 70 17 40 JO 660 161 

3,890 9.Sl 4.220 1,031 7,408 1,811 -- - - -- -- - --
Operating losses ol AD Strukturgarnnti and Sibtec AD for the year ended 31st December, 1974 aggre­

gated Skr 668,000 ($163,000) nnd were recorded by the Bank through contribution charges to income. 
During 1974 the Dnnk acquired Sandviken Hent Production AD and Liquid Processing AD, each of which 
was operating at n loss and had defaulted on its loan from the Dnok. With respect to these acquisitions, in 
1974 the Dnnk wrote off louns nggregating Skr 6,703,000 (SI ,639,000) which omount exceeded their operating 
losses for the year. 

The Dnnk's proportionate part of the earnings of its investments in nniliatc und joint ventures for the 
year ended 31st December, 1974 aggregated Skr 26,000 ($6,000). 

(4) Dorrowcd Funds 

Short-term borrowings (consisting of demnncl nod other notes with ftnul maturities of one year or less) 
amounted lo Skr 60,924,000 (S14,896,000) at 31st December, 1974 and had un :wernge interest rnle of 7.68 
per cent. The nvl!ragc amount outstanding during 1974 wns Skr 57,000,000 (S I1,936,000) having an nppro:d­
rnuto nverugc intcre~t rate of 6.82 per cent. The maximum month-encl halnncc was Skr 78,000,000 
(SJ 9,07 1,000). 

Medium-term borrowings (i.e., those witb final maturities of more than one but less thnn ten years) 
nggrcgnted Skr 29,078,000 ($7,109,000) nl Jlsl December, 1974 nnd had nn nvcrngc Interest rntc of 10.81 
per cent. At 31st December, 19'/4 nil medium-term borrowings hnd maturities of k ss limn three years. 

Long-term borrowings (i.e., those with n flnn l mnturlty of ten years of more), including current mnlu· 
rities, nt Jl sl December, 1974 were ns fo llows: 
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6.75 per cent. bonJs dui: in ten annual instalments of DM 10,000,000, com­
mencing in 1173. At date of issue, Skr 1.5042 = DM I .... . •. . ..... . .... 

7.75 per cent. bonds due in annual instalments of $500,000 (1975-1979), 
Sl,C00,000 (1980, 1981), Sl,500,000 (1982-1:)86), and $2,000,000 (1987). At 
date of issue, Skr 4.7475 = $1 . . ..... . .. . . . ....... . ..... . .•......... . . 

7.50 per ccoL bonds due in annual instalments of $500,000 (1975-1980), 
Sl,000,000 (1981, 1982), Sl,500,000 (1983-1987), and $2,000,000 (1988). At 
date of issue, Skr 4.73 = Sl ....... '. . ..... . ........... . ......... .. •. . . . . 

6.50 percent. bonds due in five annual iost,1lments of Sfr 10,000,000, commencing 
in 1984. At the date of issue, Skr 1.381 = Sfr 1. . . ..... . ................ . 

7.00 per cent. boiJds due in ten annual instalments of DM 10,000,000, commenc-
ing in 1979. At date of issue, Skr 1.5260 = DM I. .. . ................. . . . 

Total foreign ........................ . . . ...................... . 

Totitl domestic .... . ............ . ................ . ............ . 

Totnl long-term ..... . ........ . ...... .•. •... . ... ... . ............ 

Outstanding 

(SkrOOO) (SCOO) 

150.420 36,777 

66,465 16,251 

68,585 16,769 

69,050 16,883 

152,600 37,310 

507,120 123,990 
---

749,000 183,130 
----· 

1,?.56, I 20 307,120 

'.d1e combined maturities of short-. medium- nud long-term borrowed funds for tbe five-year period 
ending 3 lst December, 1979 nre as follows: 

1975 .•. . ......... . ........• 
1976 .. . ••. •...........•••.. 
1977 ... .. ............••. •.. 
1978 ..•. .. ........... . .• . .. 
1979 .................. . .•.. 

(Skr 000) 

98,423 
20,741 
18,052 
47,580 
79,640 

(SOOO) 

24,064 
5,071 
4,414 

11 ,633 
19,471 

All of th1.: nbove arc general obligntion 1 of the Dnnk. With respect to the foreign bond issues, the Dank 
or its agents may purchase bonds on the open market for the purpose of meeting the redemption provisions. 
All foreign issues urc subject to early ca11 at various dates commencing in 1978. Th1.: Dnnk's unsubordinnte<l 
borrowing authori ty is limited to five times its equity capital nud amounts to Skr 5,539 million (Sl,354 
million) at JI st December, 1974. 

(5) Re'iene for Loan Lo~es 
1972 197J 1974 

~Skr 000) (SOOO) (Skr 000) (SOOO) (Skr 000) (SOOO 

Ualunce nt beginning of ycur . .. .......... . 130,000 31,785 160,000 39,120 160,000 39,120 

l'rovision .............. . ..............•. 30,313 7,41 1 4,264 1.043 46,513 11,372 

160,313 39,1 96 164,264 40,163 206,513 50,492 
--

Lonn losses ........ . •• ..... ............. 313 76 5,974 1,461 6,927 1,694 

Less recoveries ......................... . 1,710 418 414 102 

Net lonn l os~cs ......................... . 313 76 4,264 1,043 6,513 1,592 

160,000 39,120 160,000 39,120 200,000 48,900 

- - -- -- -- -- --Unluncc Ill enJ of yen r .• . ........... ...... 

(6) ]!;qulty Cnpitnl 
The Bnnk wns cstablishctl in 1967 under the Swctli;h Compnuics Act of 1944 (the uct governing Swedish 

limitetl linbility companies). Tho D:ink has an outstnnding fully-paid share cnpitnl of Skr 900 million (S220 
mill ion), th1.: whole of which is owned by the Kingdom of SwedeD. 
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Under the Companies· Act of 1944, 10 per cent. of net income must be transferred annually to a statutory 
reserve, until such reserve equals 20 per cent. of share capital (Skr 180,000,000; $44,010,000). At 31st De­
cember, 1974, this statutory reserve amounted to Skr 125,000,000 ($30,562,000), of which Skr 100,000,000 
($24,000,000) was paid in by the Kingdom of Sweden and the balance transferred from earnings. The reserve 
is available for distribution only upon dissolution. 

An additional reserve is required to be created througlt annual transfers of 10 per cent. of net income 
when the aforementioned statutory reserve equals 20 per ct .. ,. -:: -~ ;·e capi ~al. This additional statutory 
reserve is also restricted as to distribution until such time as total share capital and starntory reserves exceed 
the Bank's liabilities. Such excess may be returned to distributable retained earnin&S ratably over a five-year 
period; however, if the total share capital and initial statutory reserve exceed liabilities for five consecuth·e 
years, the entire additional reserve may be returned to distributable retained earnings . .. 

When the Bank's liabilities ate greater than the total of share capital and both statutory reserves, 
dividends declared in an amount exceeding 5 per cent. of net assets require an additional transfer to either 
statutory reserve of an amount equivalent to such excess. 

(7) Commitments nnd Contingencies 

At 31st December, 1974 the Bank hnd unclisbursed loan commitments ofSkr 1,406,000,000 ($343,766,UOO) 
and was contingently liable on guarantees aggregating Skr 64,758,000 {S l5,833,000). 

The Dank has a 50 per cent. interest in a corporate joint venture, Fastighets AB SIBOS, formed for the 
purpose of constructing n commercial building in Stockholm. Under the joint venture agreement, tbe Bank 
is financing the construction and at 31st December, 1974 had advanced Skr 8,702,000 ($2,128,000). The 
Bank's commitment under this agreement is estimated to be Skr 48,000,000(SI1,736,000). The Illu1k expects 
to move its operations to the new building in the autumn of 1975; however, no knsc arrangement has been 
negotiated. Presently the Bank is committed under n lease at a quarterly rental of Skr JOS,000 ($25,672) 
which expires in September, 1975. 

(8) Government Guurnntcc 

The Kingdom of Sweden has guaranteed the obligntions of the Dank up to Skr 900,000,000 
($220,049,000). 

(9) Sul>sc,111cnt Events 

In Jnnuury and :obruury, 1975 the Uank made short-term borrowings of Swiss fram.:s aggregating 
Sfr 30,000,000 (Skr '17,997,000, $11,735,000). 

In February nnd April, 1975 the Bank made long-term domestic borrowings aggregating 
Skr 225,000,000 ($55,012,000). 

Jn April, 1975 the Bank made n n1cdium-tcrm borrowi ng of Dutch guild1:rs in the :1111ount of 
Giel 50,000,000 (Skr 82, 140,000, $20,083,000). 

In April, 1975 the Drink mndc two medium-term borrowings of Swiss Francs in :rn aggregate amount of 
Sfr J00,000,000 (Skr 155,025,000, S37,90J,()00). 

In June, 1975 the ll:rnk mudc n medium-term horrowing of German m:irks i11 the 11111011n1 of 
DM 100,000,000 (Skr 167, 100,000, $'10,856,000). 

On 25th Mnrch, 1975 n proposnl wns presen ted to the Pnrliamcnt that the 111110 11111 oft he r,uararilct: of the 
Kingdom of Sweden referred to in note (8) be increased to Skr 2,000,000,000 ($·189,000,000). 
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UNDERWRITING AND SUBSCRIPTION 

Credit Suisse White Weld Limited, Swiss Bank Corporation (Overseas) Limited, Union Bank of Switzer­
land (Securities) Limited, Kredietbank S.A. Luxembourgeoise, Dresdner Bank Aktiengesellschaft, S. G. 
Warburg & Co. Ltd. , Post-och Kreditbanken, PKbanken, Skandinaviska Enskilda Banken and Svenska 
Handelsbanken (the "Managers") have, pursuant to a Subscription Agreement dated 19th June, 1975, agreed 
with the Bart.. ') procure subscribers for the Bonds as agents of the Dank. The Bank bas agreed to pay 
commissiom :ig:,regating i % of the principal amount of the Bonds to the Managers and the Underwriter~. 
On behalf of ti Bank, the Managers are inviting certain banks, brokers and dealers (the "Selling Group' ) 
to subscribe Bonds at the Offering Price Jess a concession of It% of the principal amount of the Bonds, plus 
accrued interest. The Selling Group may concede a reallowance oft% out of such concession to recognised 
securities dealers. Payment for the Bonds subscribed will be made in U.S. dollars at a subscription price of 
$1,246.48 per Bond, plus accrued interest, which has been computed on the basis of the principal amount of 
the Bonds, multiplied by the value of one IMF special drawing right in terms of the U.S. dollar, as determined 
by the IMF as of 19th June, 1975. It is expected that delivery of the Bonds will be made at the offices of Credit 
Suisse While Weld Limited, 122 Leadenhall SIIeet, London EC3V 4QH, on or about 8th July, 1975. 

The Subscription Agreemeut provides that the obligations of the Managers are subject to approval of 
certain legal matters by counsel and to certain other conditions precedent. The Bank has agree<\ to indem­
nify Lhe Manngers against certain liabilities and to reimburse the Managers for ccrlain expenses. 

The Bonds have not been registered under the Securities Act of 1933 of the United States of America 
and may not be offered or sold directly or indir<:1:tly in the Uniter! States (which term includes the territories, 
possessions and all areas subject to the jurisdiction of the United States of America) or to nationals or 
residents thereof as part of the distribution of the Bonds. Any reoffers and resales of Bonds in the United States 
or to nationals or residents thereof after distribution of the Bonds has been completed must be made in 
compliance with the registration requirements of the Securities Act of 1933 or pursuant to an exemption 
then: from; and the availability of any such exemption would depend upon the facts and circumstances exist~ 
ing nt the time of such reoffers and resales. 

The Managers have represented and agreed that in connection with the distribution of the Bon els, except 
for oITers or sales to Underwriters and to recognised securities deniers who agree nnd represent th:ll they are 
subscribing fo r distribution in confonnity with these provisions, they have not offered or sold and will not 
offer or sell nny Bonds directly or indirectly in the United States or to nationuls or residents thereof. Each 
Underwriter uod member of the Selling Group must represent and agree that in connection with tbc dis­
tribution of the Bonds it hns not offered or sold and will not offer or sell nay Douds directly or indirectly 
in the United Statts or lo nulionals or residents thereof. l lowever, offers or sales of Bonds may be made on 
certain conditions to persons outside the United Stnlcs who ure not nationals or residents thereof through 
United Stntcs ngeots or fiduciaries. 

Purchasers of Bonds may be required to pay stamp taxes und other charges in accordance with t:1c 
laws and practices of the country of purchase. 

On behalf of the Dank, the Managers have entered in lo underwriting agreements in respect of the issue 
with, nmongst others, tile following Underwriters: 

A11stria 
Cr .:ditnnstnlt-Bunkvtrein 
Girozentrule und Dank clcr osterreichischen 

Sparknssen AG 

llnlrnmns 
Eurnmericn Finnnziaria Internnzionale S.p.A. 
Homlclsbank in Zurich (Overseas) Limited 

/Jclciwn 
Banque de 13ruxcllcs S.A. 
Dnnquc <k Commerce S.A. 
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Cr6dil G6ncral Societe Anonyme de /Janque 
Dewaay, Cortvriendt Tntcrnntional S.A. 
Krcdictbunk N. V. 
Pctcrbrocck, van Cnmpenhout Securities S.A. 
Socict6 Gt':ncralc de Danque S.A. 

Denmark 
Andclsbanken A/S 
Den Dunskc Landmnntlsbank 
Kj11bc11hnvns Hnndclsbnnk 
Privalbnnkcn A/S 



.. 

Finland 
Helsingfors Aktiebank 
KansaUis-Osake-Pank.ki • 
Nordiska Foreningsbank:en AB 

France 
Banque Europeenne de Tokyo 
Banque Frans:aise du Commerce Exterieur 
Banque Frans:aise de Depots et de Titres 
Banque Nationale de Paris 
Banque de Neuilize, Schlumberger Mallet 
Banque de Paris et des Pays-Bas ' 
Banque Rothschild 
Banque de Suez et de l'Union des Mines 
Banque de !'Union Europeenne. 
Banque Worms 
Caisse de Depots et de Consignations 
Credit Commercial de France 
Credit lndustriel et Commercial 
Credit Lyonnais 
Credit du Nord et Union Parisienne-Union 

Banca ire 
Finacor 
Lazard Frcres & Cie 
Morgan & Cie International S.A. 
Socit!te Generale 
Societc Scquanaise de Banque 
Union de Danques Arabes cl Frans:aiscs­

U.B.A.F. 

Germany 
Baycrische Hypothcken-und Wechsel-Bank 
Baycrischc Vereinsbank 
Berliner Handels-Gcsellschaft-Frankfurtcr 

Bank-
Deu tschc Dank Aktiengesellschaft 
Deutsche Girozentralc-Dcutsche Kommunulbank 
Commerzbank AktiengescUschaft 
Erkctenbank-Warburg Akticngesellschaft 
Hessische Landesbank-Girozentralc 
Merck, Finck & Co. 
Norcklculsche Lnndesbnnk Girozentrnle 
Sal. Oppenheim Jr. & Cic 
C. G. Trinkhaus & Burkhardt 
Vcrcins-und Westbnnk Aktiengesellschaft 
M.M. Warburg-Brinckmann, Wirtz & Co. 
Westdeutsche Landesbank Girozcntrnle 

1/0111: Kong 
Ayala Finance (HK) Limited 
Jardine Fleming & Company Limited 
Schroders & Chartered Limited 
Sumitomo & East Asia Limited 

f tnly 
Bancn Commcrciale Ttalin1111 
Danca Nazionale dcl Lavnro 
Danco di Roma 
Cnpitnlnn Jntcrnazionalc S.p.J\. 
Compngnin Finnnziaria lntcrmobil ia rc S.p.A. 
Credito Ttnlinno 

Japan 
Daiwn Europe N. V. 
The Nikko Securi ties Co., (Europe) I.Id. 
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Nomura Europe N. V. 
Yamaichi International tEurope) Ltd. 

Luxembourg 
Banque Generale du Luxembourg S.A. 
Banque lnt:mationale a Luxembourg S.A. 
Banque L:ambert-Luxembourg S.A. 
Compagnie. de Banque et d'Investissements 

(Undenvnters) S.A. 
Compagnie Luxembourgeoise de Banque S.A. 
Mercur-Bank S.A. . 

Netherlands 
Algemene Bank Nederland N.V. 
Amsterdam-Rotterdam Bank N.V. 
Bank Mees & Hope N.V. 
H. Albert de Bary & Co. N.V. 
Pierson, Heldring & Pierson 

Nonva.Y 
Andresens Bank A/S 
Bergens Privatbank 
Christiania Bank og Kre<litkasse 
Den norske Creditbank 
fellcsbanken A/S 

Sll'eden 
Gotabankcn 

United Kingdom 
Julius Daer International Limited 
Banco Urquijo Limilecl 
Dank of America (International) Limited 
Bankers Trust lntemulionnl Limited 
Daring Drothers & Co., Limited 
Citicorp International Bank Limited 
Dillon, Read Overseas Corporation 
European Banking Company Limited 
First Doston (Europe) Limited 
Robert Fleming & Co. Limited 
Antony Gibbs Holdings Ltd. 
Goldman Sachs International Corp. 
Hnmbros Dank Limited 
Hill Samuel & Co. Limited 
Jnlefl'.alional Marine Banking Co. Limited 
Kidder, Penbo<ly Inlc1nationnl Limited 
Klcinwort , Denson Limited 
Laza rd Brothers & Co., Limited 
Lloyds Bnnk Intcmntional Limited 
London Multinntionnl Dank (Underwriters) 

Limited · 
Manufacturers Hanover Limit<.'J 
Samuel Montngu & Co. Limitc<~ 
Morgan Grenfell & Co. Limited 
National Westminster Dank Limilcd 
Orion Dank Limited 
Nordic Dunk Limilcd 
N. M. Rothschild & Suns Limited 
Scnndinnvinn Bank Limited 
.J. Henry Schroder Wug~ & Co. Limited 
Singer & f.ricdlnnckr Limited 



Strauss, Turnbull & Co. . 
Sumitomo White Weld Limited 
Williams, Glyn & Co. 
Wood Gundy Limited 

United States 
ABD Securities Corporation 
Arnhold & S. Bleichroeder Lie. 
Basie Securities Corp. 
Blyth Eastman Dillon & Co. Incorporati:d 
Kuhn Loeb & Co. International 
::'...azard Freres & Co. 
Lehman Brothers Incorporated 
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Merrill Lynch, Pierce, Fenner & Smith Securities 
Underwriter Limited 

Salomon Brothers 
Shields Model Roland Incorporated 
Smith, Barney & Co. Incorporated 
SoGen Swiss International Corp. 
UBS-DB Corporation 
Warburg Paribas Becker Inc. 
White, Weld & Co. Incorporated 

:: "ters 
Bank Leu Limited 
Clariden Bank 
J. Vontobel & Co. 
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Institution: 

Location: 

Size: 

Assets: 
Capital: 

Purpose: 

Sou rec of Funds: 

Management SL ru ctu i·c: 

Japa n Development Bank 

Main office in Tokyo. Other offices in 9 cities in Japan 
and in Washington, D. C ., New York City, London and 
Frankfurt. 

3/31/76 

¥ 3, 521, 3 91 million ($11, 433 rnillion) 
¥ 233 , 971 million ($759.6 million) 

Established in 1951 as a Japanese Government financial 
institution pursuant to the Japan Development Bank Law. 
Purpose is to supply long-term funds for the promotion 
of industrial development and economic and soci;.l progress. 
JDB makes loans to provide funds: (!.) for acquisition and 
construction or improveme nt of plant and equipment: (2) 
for reclamation of land; (3) for acquisition of land and 
construction of buildings and equipment for urban redevelop­
ment projects. A related authority (which JDB has not yet 
exercised) permits J DB to J:" rnvidc funds by subscription 
to corporate debentures is~ 1ed to raise funds for above 
purposes. JL.:\ can guarant~ .... repayments of loans and 
has authority to make equity investments in large-scale 
ind us t l'ial complexes in uncle rd eve loped regions in Japan . 

Principal sourccsareborrowingsfro·m Japanese Government, 
repayme nt of loans and internal sources . Outstanding gov­
ernment loans Lo JDB as of 3 /31/76 amounted to $9.3 billion. 
Other sources have consisted of foreign currency borrowingR 
from the World Bank, all guaranteed by the Japanese Gov -
e rnmcnt. Also, lhere have b t~c n 6 dollar issues (including 5 
registere d issues publicly offered in U.S.). l Swiss franc 
J s sue and l Deutsche Mark j ssue of c:xtc rnal loan bonds 
anti notes . JDD is authoriz ed to b o n·ow an am0\1nl equal to 
l Ox il.s capital and statutory reserve . 

JDB is m::inagcd by a Governor, a Deputy Governor and 8 
Executive Dire c tors. JOB also hao L~ a1.1diLot·s and 6 
Courwellors. The Gove;rnor, the Deputy and the Auditors 
arc appointed by the Prime Minislcr fot terms of 4 yea rs . 
The E:xccutive Directors and Counsellors a re appoi nted by 
the Governor for term s of4 years and 2 years , respectively. 
The Governor is the CEO. The Executive Di t·cc tors exe rci se 
vario11c:; management fun ctio 11 s in accordance wilh dele gations 
fi-om thn Governor· . Final authority l.o make decisi ons for 
JDD in a ll rnattet·s residns exclusively with the Governor. 



Management of Funds: 

Portfolio: 

Capital Structure: 

income: 

J.D.B makes its loans at fixed rates no greater than races 
charged by private financial lenders and in most cases at 
lower rates . Maximum rate has been 9.2% since 11-75. 
JDB has limited foreign currency loans to amount of 
borrowings from the World Bank and charges the same 
interest rate plus 0.3% . JDB charges 0 . 2% to 0.3% per 
annum on outstanding amounts of foreign credits guaranteed 
by it . JDB makes most of its loans with original maturity 
of 10 - 15 years . Most of JDB ' s lending operations involve 
the ·financing of projects in co ope ration with private financial 
institutions, with JDB taking the intermediate and longer 
term maturities and private banks taking the shor ter · 
maturities. 

F r om inception to late 1960's, JDB's lending activities 
we re directed primarily to electrical power, ocean ship­
ping, coal mining, and the iron and s tee 1 industry . In the 
late 1960 1 s and 1970' s, JDB began to become more involved 
in urban development and pollution control . As of 3 /31 /76, 
portfolio was as follows: urban development 16. 9%; 
regional development 12 .5%; pollution cont r ol 14 .2%; 
quC:A.lity of lil'e improvement projects 2. 8%; resources and 
energy 15. 7%; ocean shipping 21.6%; technological develop ­
ment 7 .6%; other 8.2.o/o; fore ign currency loans 0.5%. 

3/3 1/76 
Long-term borrowing 

from government 
Guaranteed long-term 

borrowing from 
World Bank 

Guaranteed external 
loan bonds and 
notes 

Capital and statutory 
reserve 

Total capital 

($ Millions) 

$ 9,299 

55 

228 

1 . 437 
$11,019 

% 

84.4% 

0.5 

2.1 

D.O 
100 .Oo/o 

For fis ca l year ending 3/31/76 JDB earned $105.6 
million. Of ncl earnings, $78.9 million were put into 
the statutory reserve, and $26. 7 million was paid to the 
Japanese National T rea~mry . 



PROSPECTUS 

$100,000,000 
The Japan Develop1nent Bank 

8%% Guaranteed Notes Due July 15, 1981 

Interest is payable on January 15 and July 15. 

U11co11ditio11ally Guaranteed as to Payment of Principal and Interest by 

Japan 
The Notes are not redeemable prior to maturity. 

Application has been made to list the Notes on the New York Stock Exchange. 

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY TIIE SECURITIES 
AND EXCHANGE COMMISSION NOR HAS THE COM.M:ISSION PASSED UPON 

Per Note 

Total 

THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY REPRE­
SENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 

Price to 
U11duv:ritin9 
Diuount1 and ProcuJ1 to 

Public(1) Commissionr(2) tlu Bani( I) (3) 

99.80% 0.90% 98.90% 

$99,800, 000 $900,000 $98,900,000 

(1) Plus accrued interest, if any, from J 11ly 15, 1976. 
(2) The Japan Development Bank and Japan have agreed severally to indemnify the several Underwriters against 

certain civil liabilities, includin!l liabilities 11nder the Securities 11 ct of 1933. 
(3) Before derl11clio11 of expwses payable by The Japan Devc/opmml Bank estimated at $275,000, including 

$75,000 payable to the U11tlerwriters in lieu of reimb11rserne11/ of anJ' of their e).·penses. 

The Notes are offered by the several Underwriters wlim, as and if iuued by The Japan Development Banlr 
and accepted by the U11derwrilers and subject lo their right to reject orders iri tul1ol'. or in part. It is expected tl1at 
the N olts will ht ready for dtliverJ' 011 or about lilly 15, 1976. 

The First Boston Corporation 

Dillon, Read & Co. Inc. 

Smith Barney, f-Iarris Upham & Co. 
Incorporated 

The Nikko Securities Co. 
Iutem11tion:il, Inc. 

Tlte dale of this Prospectu1 is July 8, 1976. 



No pPrson lla.3 been authorized to gfoe any in formation or to make any representation 
not contained in this Pr0Jpec11u ancl, if given or made, such information or repre.sentation 
must not be relied upon as llaving been authori=ed, This Prospectus cloes not constitu te ari 
offer of any securities other than the registere,z securities to 1oltich it relates, or an offer to any 
person in any jurisdiction rohere srtch offer 1vould be unlawful. 
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In the Prospectw, all amouni& are expreued in' Japanese Yen ("¥'' or "yen"), except as 
oihenvise specified, and fn certain cases are also expressecl for convenience in United States 
Dollar.s ("S" or "dollan" ). Unless otlienoiJe indicated, all dollar amount& e:rpre11ed herein 
have been trarulated from ,·en at tlie rate of ¥308 to the dollar. Thu is the central rale of tire 
yen as communicated by Japan to the International Monetary Fund (the "IMF") on December 
19, 1971. Central rales are rates communicated to the IMF pur.sua11t to a Decision of the 
Executive Board oj the IMF dated December 18, 1971 (10/iich 1oas issued immediately folloioing 
ll1e realignment of exchange rates pro·vided for by the so·calletl Smithsonian Agreement o J the 
Group of 'l~en) by member countries tchich have temporarily ceased to maintain rates based on 
par values in accordance 1vith the lMI'.' Articles of Agreement but whicli continue to maintain 
atable rate.s a.s the ba.ses Jor excha11ge transactions in their territories. On February 14, 1973, 
Japan ceasecl to maintain a stable rate and the yen 1oas floated. Since tire floating of tl1e yen, 
the exchange rate of the yen lo the dollar hos at all times been less t11an ¥308 to die dollar. 
Since January 1, 1976, the daily closing selling rate as reported by T11e Bank of Tokyo, Ltd. in 
Neto York City luu ranged from a low of ¥295.90 Lo a l1igh of ¥305. ~,'0 to the dollar. On July 7, 
1976, auch reported closing selling rate ivas ¥ 296.34 to the dollar. The central rule of 
+'308 to the dollar has been used in tlae Prospectu1 (except as other1vise indicated) because 
The Japan Development Dank continues lo use this rate for translntion of yen amo1mls into 
dollara in its Annual and Semi0 .4nnual Reports, as does the Japanese Government in o munlJer 
of ita official publications. 

T11e Japa~e fi1cal year ("/FY") commences annually on April 1, and each fiscal year 
u identified by die calendar year in 1vhich it begins. Tluu the most recent complete fiscal 
year, which ended on March 31, 1976, ia referrctl lo as JFY 1975. Certain data, auch aa 
those appearing under "Foreign Trade and Balance of Paymenl!J" in. the portion of Lite 
Prospectus relating lo Japan 10/iich ore clesig11ecl to comply with international reporting require· 
menta, are maintained on a ct1lenclar year basis. All annual periotls not specifically labelle,z 
"}FY" are calendar yeara. 

PROSPECTUS SUl\'I1'1AJlY 
TIIE JAPAN DEVELOPMENT DANK 

The Japan Developr:lent Bank (the ''Bank") was established in 1951 as a Japanr.se Government 
financial institution pursuant to The Japan De\•elopment Bank Law (the ''JDB Law"). The Bank's pur­
pose is to supply long-term funds for the promotion of induslrial development and economic and social 
progress. 

The Bank's capital is wholly owned by the Government of Japan, and the Bank is subject to Govern­
ment control and supervision in conducting its operations. The ·Minister of Finance has supervisory 
powers over the Bank ano determines, with the approval of the Diet, the amount 0£ Government funds to 
be loaned to the Bank for its lending. The Economic Planning Agency prepares for adoption by the 
Cabinet a Basic Policy for the Bank each year to outline the principal project areas for the Bank's 
activities, and the Bank's annual budget of revenues nnd expenditures is subject to approval by the Diet. 
In addition, lhe Governor, Deputy Governor and Auditors of the Bank are appointed by the Prime 
Minister. . 

The Bank's equity capital is $760 million. Tu addition, under the JDB Law, the Bank' 
must set aside as a reserve out o( the net earnings of each fi scal year the greater of (i) 20% 
of the Dnnk's uet earn ings or (ii) 0.7o/o of the nank's aggregate loans outsta11ding :1t the close of the 
fiscal year (but not in l..xcess of net carning:s) . Consequently, the total capital all({ statutory rcser\'C 
of the Bank has grown lo $1.4 billion. Ily law, the Dank may borrow up lo ten ti mes the amount of 
its capital and statutory reserve. At :March 31, 1976, the Bank's total borrowings, principally from the 
Government, amounted to $9.5 billion, compared lo the Bank's borrowing authority at that elute of $14..l 
bil 1011. At 1-.farch 31, 1976, the Uank's reserve for loan losses lotnlcd $261.0 111illio111 while the amOllnt 
of ·oans written off during the five years ended !vCarch 31 , 1976 totaled $1.3 million. For the ti sc:d 
year ended Mnrch 31, 1976, the Bank recorded net earnings of $105.7 million. The Bank has operated 
at a profit and has made payments to the Jap~1nese National Treasury out of its net earnings in C\'cry 
year since its establishment. 
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Under the JDB Law, the Dank must fix its interest rates and guarantee fees on a basis such that 
the Bank's revenues will cqver all \Jl its expenditures and losses. The Bank makes. its own decisions 
on loans and lolln terms and satisfies itself that there are reasonable assurances of repaymenl. As a 
matter of policy, the Bank makes its loans at rates no higher than the rates charged by private financial 
institutions and in most cases at lower rates. Most of the Bank's loans are made in cooperation with 
private financial institutions. 

In its early years, the Bank's lending activities were directed primarily toward basic industries such 
as electric power, ocean shipping, coal mining and the iron and steel industry. In the late 1960's amt 
early 19iO's, reflecting Japan's achievement of a high level of industrial development, the Bank began 
to direct its lending activities toward projects such as urban and regional development and pollution 
prevention. In addition, the J?ank has gu:lrnnteed foreign currency indebtedness incurred by Japanese cor­
porations in connection with the procurement of plant and equipment, principally from foreign sources. 

JAPAN 

Japan is a mountainous island country in the western Pacific, with a population of 112 million. Japan 
has a parliamentary form of government based upon a constitution which became effective May 3, 1947. 
The ruling Liberal Democratic Party has remained in power since 1955 and presently holds 56% of the 
seats in the House of Representatives and a narrow majority in the House of Councillors. 

Gross national product at constant prices increased at compound annual growth rates of 8.1 % :111d 
4.7% for the ten an<l five year periods, respectively, ending JFY 1975. These rates of growth surpassed 
those of any other developed country an<l were due in part to the high level of s1vings and investment in 
both the private and public sectors. The percentage of gross domestic investment to gross national product 
averaged 37$'o during lhe ten year period. Gross national product at current prices for JFY 1975 was 
$484.1 billion, ranking third after the United Slates and the Soviet U11ion. 

J apan has achieved its economic success in spite of limited domestic supplies of most of the natural 
resources required for an industrialized economy. As a leading trading nation, Japan has l.Jce11 able lo 
secure and develop foreign markets for its manufactured prot.lucts and earn enough foreign exchange to 
purchase industrial raw materials. During 1975, exports and imports totaled $5tk7 hillio11 and $49.7 
billion, respectively, each accounting for approximately 12% and 11 ro of gross national product, respec­
tively. Japan's $5.0 billion surplus in its l.Jala11cc o( trade for 1975 was due in part lo a decreased volume 
of imports. Although the basic balanrc of paymenls, which had been in surplus prior to 1973, recorded 
a record deficit of $9.9 billion in 1973, thi s deficit was reduced to $1.0 billion hy 19i5. As o( J u11e JO, 
1976, Japan's official foreign cxch:\llgc reserves totalccl $15.4 hi Ilion. 

In the latter part of 1973, J<ipan's economy was adversely affected by unexpected price increases for 
n numher of raw materials, particularly crude oil, over 99% of which is imported. As a result, during 
the first half of 1974, Japan's balance of trade recorded a deficit, and the domestic rate of inAation incrc.1secl 
substantially. The Government responded with a series oC measures which were successful in curtailing 
domestic demand, but which resulted in n 0.2% decrease in gross national product at const:int prices 
during J FY 1974. Tn response to the casing of inOalion in 1975 n11d nn accompanying decline in economic 
activity, the Government adopted a series o( httcll;:etary, monetary and other measures designed to initiate 
a moderntc economic recovery. There is evidence of such a recovery, a11cl in JftY 1975 ~ross natiorul 
product at constant prices registered n 3.1% i11crcnsc over JFY 1974. 

APl'LICATlON OF PROCEEDS 

The net proceeds from the sale of the Ilank's SY.% G11ara11tccd Notes Dnc July 15, 19S I (the 
"Notes") will be converted into yen nncl will be used hy the Tiank to m:il<c l o:in~ :11 Japan. Sec di scussion 
of the Dank's lending operations under " D11si11ess-Lo;111 Operations" in ti· .; portion of the l'rospt'\:lus 
relating to The Japnn Development Dank. 



Issuer: 
Guarantor: 

· THE ISSUE Il': RRIEF 
THE OFFERING 

The Japan Development Bank 
Japan 

Securities: 
Redemption : 

~100,000,000 8%% Guaranteed Notes Due July 15, 1981 
Non-redeemable prior to maturity 

Proposed Listing: 
Application of Proceeds: 

New York Stock Exchange 
Conversion into yen to make loans in J ~pan 

THE JAPAN DEVELOPMENT BANK 
(dollar amounts in thousands) 

Fiscal Y cars ended March 31, 
1975 1976 

Operating Earnings . ... ....... . ..... . .. .. ..... .. .. . $619,718 $729,604 
Interest Expense .. .. .... . ..... . ....... . . .. . .. ...• . . 
Net Earnings ........ . .... . . . .... . .......•.•. . ... .• 

482,315 578,565 
91,987 105,653 

Earnings Added to Statutory Reserve . .... .••• . . . ...•. 68,419 78,907 
March 31, 1976 

$11,272,490 Loans Outstanding (including unclisbursed balance) ..... 

Borrowings (including the Notes offered hc.~ eby) .. •..... 
Capital and Statutory Reserve ......•• . . . •• . . .. ....... 

$ 9,581,623 87.0o/o 
1,437,056 13.0 

Total Capitalization ...... .. . .....•.. •.. . . • . ....••... $11,018,679 100.0% 

JAPAN 
(dollar amounts in millions) 

Tlte Economy 

Gross National P roduct (current prices) ...... . 
% change (current prices) from prior year 
% change (constant prices) from prior year 

Whofcsale Price 1 ndc.x (calendar 1970= 100) . . . 
Consumer Price Index (calendar 1970= 100) 

Dnluuce of Pnymt:nls 

Exports (£.o.h.) ............. .. ... . ....... . . . 
I1nports (f.o.b.) .. ....... . ..... . . .. . ... ... .. . 
'f radc. Balance ... ........ ......... . ...... .. . 
Current Balance ....... . ....•. .. .•.....•.. . .. 
Basic Balance ... . . . . ... . . . .... , . ....... . . . . . 
Foreign Exchange Reserves (end of period) 

JFY 
1973 

$375,339 
22.0% 
6.4 o/o 

125.4 
131.0 

1973 

$ 36,2M 
(32,~76) 

3,688 
( 136~ 

(9,886 
12,246 

]FY 
1974 

$442,660 
17.97o 
~0.2) o/o 

1 4.8 
159.6 

1974 

$ 54,480 
(53,044) 

1,436 
~4,693~ 
8,574 

13,519 

Govcrumcnt Finnnce Public Dcht 

Gene.rill Account 

Jl'Y 
1975 

Budget 

JFY 
1976 

Uudget 

Totill Revenues . . . . . . $67,653 $78,883 
(Revenues deri ved 

from Public Bonds) (17,792) (23,620)• 
Toti\! Expenditures . . . . 67,653 78,883 

Dirccl nnd G11ilranlccd Fumlc<l 
Dcbl 

Internal ....... . .......... . 
External . . ...... . ...•..... 
Total . ..... ... ....... . ... . 

JFY 
1975 

$484,066 (tirotlllooal) 
9.4% 
3.1 % 

158.1 
176.2 

1975 

$ 54,734 
(49,706) 

5,028 
~682~ 954 

12,815 

Ma.rch31, 
1976 

$60,411 
2,127 

$62,SJSH 

* l 11cl11dcs bonds the issua11cc of which is subject lo Diet approval. Sec "Government Finn11cc-
Revc1111cs, Expcnclilurcs and Budgets". . 

**Does not include obligations described t1n<ler "Japan Public Debt- Misccllaneou!l Obli­
!j:llions". 
The above s11mmary is qualified in 1'ts entirety by tire de/ailed i11for111atiot1 mid Jit11111cial s/at1m:ents 

a/Jpearing elsewhere ill the Prospect11s. 
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THE JAPAN DEVELOPMENT BANK 

CAPITALIZATION 

The capitalization of the Bank a!:i of March 31, 1976, as adj~sted to give effect to the sale oi the 
principal amount of the Notes offered hereby, is as follows : 

Long-term borrowings from the Gov·!rnment: 
Trust Fund Bureau 6.2%-8.7% loans due 1976 to 1991 . ...•..... 
Industrial Investment Special Account 6.5%-7.5% loans due 19i9 

to 1983 . ... . ..... . ... · .. . ...... . . .... ... . ... .. ...... .... . 
Total borro~vings from the Government . .. . . • . . .. . . 

Guaranteed long-term borrowings from the International Bank for 
Reconstruction and Development ("World Bank") (1) : 
5~%-5~% U.S. dollar obligations due 1983 ($30,887) ... . . ... . 
5t8%-5~% other foreign currency obligations due 1981 to 1983 .. 

Total borrowings from the World Bank .. . . .... ..• 

Guaranteed external loan bonds and notes ( 1) : 
Dollar obligations 

6% Guaranteed External Loan Bonds Due 1976 ($2,397) 
6% Guaranteed External Loan Bonds Due 1977 ($4,050) 
6% Guaranteed External Loan Bonds Due 1978 ($6,054) 
5~ % Guaranteed External Loan Bonds Due 1979 ($8,380) . . 
8~% Guaranteed Notes Due March 15,1980 ($50,000) ..... . 
6Y,% Guaranteed External Loan Bonds Due 1980 ($9,870) . . 
8}:1o/o Guaranteed Notes Due 1981 offered hereby ($100,000) 

Swiss franc obligation 

<>X % ::Juaranteed External Loan Bonds Due 1985 . . . ...... . 
Deutsche 1.iark obligation 

7y.J ~o Guaranteed External Loi\n Bonds Due 1983 . . . ..... . . 
Total external loan bonds and notes .. .. ..... . ... . 

Total long-tcnn borrowings(2) . . .. . .••.. ...• 

Capital and statutory reserve : 
Capital . . . . . . . . . . . . .... ... . . . . .... .... . . . .. , .. , .. , .... .. . . 
Statutory reserve ... ... ... ........ ........ .. . ..••.. . .. . . . ... 

Total capital and statutory reserve . ... ... .... . 
TotnJ capitalization . ... .. . ...... .. . 

(in millions (in thousands 
ofyt:n) of dollars) 

¥ 2,848,851 $ 9,249,516 

15,152 49,195 
2,864,003 9,298.711 

9,417 30,575 
7,588 24,636 

17,005 55,211 

730 2,371 
1,235 4,009 
1,846 5,~3 
2,555 8,296 

14,260 46,298 
3,009 9,771 

30,800 .W0,000 

3,977 12,912 

11,720 38,051 
70,132 227,iOl 

2,951,140 9,581,623 

233,971 759,646 
208,642 677,410 
442,613 1,437,056 

¥3,393,753 $1 J ,018,679 

( 1) The nctual doll:tr amounts or obligations arc set forth in parentheses (in thousands of dollars) 
for dolli\r borrowings. 

(2) The amounts shown under long-term borrowings include current milturities and sinking fund 
pn)'mcnts. The Bank had contingent linbilitics in the aggregate amount of ¥362,80 I million ($1,177,92'! 
tlro11so11d) under outstanding guarantees or forei~ currency indebtedness, principally in dollars, incurred 
by Japanese companies and with respect to s11eci:1l payments to the Government. 

Total borrowinf-!s from the Covcrn111e11t, t r:inslatccl into dollars using the exchange rate in efTcct in 
New York Ci tron ~larch 31, 1976, were $9,561,337 llio11sand. Total guaranteed borrowings from the 
\Vorl<l lfank and guaranteed external loan bonds and 11otcs, translated into <lolbr:s and retranslated into 
yen at rates in effect in New York Cily on l\farch 31, 1976 were $299,J.16 1/1011.rnnd and ¥S9,666 million, 
respectively. 

For more detailecl information sec Notes 4 and 8 of ''Noles to Financial Statements". 
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· . STATEMENT OF EARNINGS 

In preparing the following statement of earnings for purposes of this Prospec~:! s certain changes i:1 
classification and form of presentation have been made from the statements of earnings appearing in the 
annual reports of the Bank. See "Report of Board of Audit" elsewhere herein. This statement should 
be read in conjunction with the other financial statements and "Notes to Financial Statements" included 
in this Prospectus. FbcaJ Yean ended March 31, 

1972 1973 1014 ins 1976 

Operating Earnings(A): 

Interest on loans in Japanese currency ........ ¥128,866 
Interest on loans in foreign currenciC$ ..•.. . . . . 2,608 
Commission on guarantees of credit .•.....••.. 389 
Income on Government securities •...••...• ••. 140 

Total Operating Earnings ... . •.••......•. 132,003 
Interest Expense(B): 

On borrowings from the Government .•. . •••. • 91,146 
On borrowings from the World Bank ...• •••. 2,JSS 
On external loan bonds and notes ••.•.• .. •. • . 1,614 

Total Interest Expense ...••.. . ..•..••.• . . 95,115 
Earni:igs before Administrative and Other Expenses - --

36,888 
Administrative and Other Expenses: 

Salaries and . J:ited expenses •.. , ... . ••.. .. . .• 2,687 
Other ndministrative expenses ••. . ..•• . ...•... 1,369 
De11rcciation •.•... . ..••.. . ...••. , .• .. ...•.. . • 224 
Other (income) and cxpenses- nct(C) ... .... (3,890) 

Total Administrative and Other Expenses .. 390 
Earnings before Provision for Possible Loan Losses 36,49R 
Provision for Possible Loan Losscs(D) ......... . . 5,01· 
Net Earnings(E) ..... ... .... .... ........ . ....... ¥ 31,484 

For addition to Statutory Reserve •.••• , , •. ¥ 14,483 
For payment to National Treilsury •.. . . , .• 17,001 

¥ 31,484 

(lo millions or yen) 

¥ 14j,049 ¥163,641 ¥188,443 
1,846 1,521 1,390 

422 436 458 
247 1,173 582 

145,564 166.771 190,873 

106,686 124,733 146,023 
1,755 1,447 1,323 
1,253 1,117 1,207 

109,694 127,297 148,553 
35,870 39,474 42,320 

J,005 3,731 5,076 
1,507 1,693 2,090 

220 244 238 
(85) (308) (275) 

4,&17 5,360 7,129 
31,223 34,114 35,191 

5,644 7,320 6,859 
¥ 25,579 ¥ 26,794 ¥ 28,332 

¥ 16,270 ¥ 18,466 ¥ 21,073 
9,309 8,328 7,259 

¥ 25,579 ¥ 26,794 ¥ 28,332 

¥222,423 
1,136 

512 
647 

224,718 

174,79J 
1,081 
2,324 

178,198 

46,520 

5,826 
2,344 

225 
(215) 

8,180 

38,340 
5,799 

¥ 32,541 

¥ 24,303 
8,238 

¥ 32,541 

(In U1ousands 
or dollars) 

$722,1.53 
3,688 
1,662 
2,101 

729,604 

567,509 
3,511 
7,545 

578,565 

151,039 

18/)16 

7,610 
730 

(611S) ---
26,558 

124,481 
18,828 

$105,653 
---
$ 78,907 

26,746 ---
$105,653 

(A) Effective April 1, 1967, the Bank adopted the policy of recording interest on loans on an accrual 
basis; formerly interest was recognized on a cash basis. In accordance with the Cabinet Order and regu­
lations thereunder applicable to the Dank, the effect of the change was recognized incrementally over the 
live years ending March 31, 1972. HacJlthe accrual basis been adopted completely on April I, 1967, net 
earnings for the fi scal year ended March 31, 1972 would have been ¥28,435 million. 

(D) Interest expense is charged on an accrual basis. 

(C) As of March 31, 1972, the Dank adjusted its foreign currency obligations (primarily in dollars) 
to a rate of ¥304.9 to the dollar, causing a credit to "Other (income) and expenses-net" of ¥3,493 
million in the fi sr.al year en~cd ?\farch 31, 1972. See Nole 4 of "Note-; to Financial Statements". 

(D) Sec Note S of "Notes to Financial St:ttements". 

(E) The Bank is required lo pay to the Japanese National Treasury all net earnings in excess of the 
ar.1ount required to be adcled to the Statutory Rescn·e, as described in Note 7 of "Notes to Financial 
Statements". The Bank is exempt from taxes including income taxes, except that it is suuject to ce;tain 
local assessments. 
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The increases .in "Total Operating Earnings" over the periods presented are attributable to the 
combined effects of increases in lending rates and in the overall size of the Bank's loan portfolio. Total 
interest expense has inc~eased due to higher interest rates and increases in the amount of borrowed funds. 
Notwith3tanding the favorable effect on net earnings of the incremental adoption of the accrual basis 
for recognition of interest on loans for the year ended March 31, 1972 (as explained in Note A lO 

the "Statement of Earnings") and the l!Xtraordinary adjustment in 1972 of foreign currency obligations 
(as e.."p!ained in Note C to the '1Statement of Earnings"), "Net Earnings" as a percent 0£ "Total Operating 
Earnings" has declined compared to the prior year in each year presented because interest expense has 
increased at a greater rate than operating earnings. 

The annual interest requirement on the Notes offered hereby is $8,250,000. 

BUSINESS 
Put-" r :1e and Authority 

The Japan Development Bank was established on April 20, 1951, pursuant to The Japan Develop­
ment Bank Law, "to supplement and encourage the credit operation of ordinary financial institutions 
by supplying long-term funds in order to promote economic reconstruction and industrial develop­
ment". In June 1972, reflecting a fundamental change in Government policy which had been 
evolving over a period of years, the Bank's pu rpose in supplying long-term funds .was changed from 
the promotion of "economic reconstruction and industrial development" to "industrial development and 
economic and social progress". 1l1is change in the Bank's purpose reflects the fact tllat Japan, having 
achieved a high degree of industrial development, is in the process of changing its national prioritiL:i. 

As amended from time to time, the JDB Law and the Bank's Articles of Incorporation (the "Arti­
cles") authorize the Bank to carry on certain specific types of financial operations. The Bank's prin· 
cipal authority is to make loans tn provide funds ("Development Funds") (i) for the acquisition and 
construction of new plant and equipm1..:it (including ain.:raft, ships and rolling stock) or the improve­
ment 0£ existing plant and equioment, w ·ere such acquisition or improveme, t will contribute to indus­
trial development and economic and social )rogress; (ii) for the reclamation of land for similar purposes; 
and (iii) for the :1cquisition of Jami and cot . .>truction of lmildings aml equipment for urban redevelopment 
projects not primarily designed for housing purposes. Most of Lhc JJank's activities have been carried out 
pursuant to this authority. A related authority (which the Bank hfls not as yet exercised) permits the 
Dank to provide De\·elopment Fuuds by subscription to corporate debentures issued for the acqui­
si tion of Developmcm Funds for the above purposes. The Bank has authority (which il h:1 .• not cxer· 
ciscd since 1963) to make loans to indust ry for the repayment of Development Fund loans previously 
0L1ained from pri,·atc financial i11stitulio11s. The Bank is also authorized to guarantee the repayment 
of Development Fund loans or credits. Since 1972, the Dank has had authority (which it has not as 
yet exercised) to make equity investments in large-scale i11c1ustrial complexes in underdeveloped regions 
in Japan. • 

The JDn Law amt lhc Articles s11eci£y that :ill lo'\ns :incl g11:1rantces extcmlrd by the Dank and all 
debentures subscribed to by the Dank shall have an orig1 .,al maturity of not less than one year and that the 
Bank sh:ill not compete with private finnncial instiLUtion: in conducting its business. 

Since 195 1, the JDD r ~'\W h:1s Leen :1111e11c1ed on :1everal occasm11s, ce11crally in order to strengthen 
:me! broaden the scope of the Bank's operntions i11 response to changine social and economic conditions. In 
June 1972, the Hank's borrowing :111thority was increased from six limes to ten times its capital and 
statutory reserve. The JJank's total inve~tmcnt, loan amt gt1ara11tec authority is limited to the sum or 
its borrowing authority and capital anti statutory reserve. 

Govern ment Control mHl Su pt>rvit1ion 

The Bank's capital is wholly owned by the Government, and the Dank is subject in a number of 
rcsµccl's to control and f. 1pervision by tl1c Govcrnn1cnt. As indicated under "Sources of Funds", the 
most important source of the Ba1ilc's funtls is Govern111c11t loans. Accordingly, the Government's de:er­
mination in each fi scal year ns to the a11101111t tu be loancJ to the Ilnnk is the major fnctor in dctcrmi:iing 
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the aggregate amount of Japanese currency which the Bank will be able to lend. Fo~· each fiscal year, 
the Minister of Finance draws up a "Fiscal Investment qnd Loan Program" by which the Government 
determines the allocation of Government funds to be made on a long-term basis (five years or more) 
among certain Government agencies, including the Bank, which are engaged in development financing 
and public works and services. Such allocaticm is then included in the Government Special Accounts 
Budget for the fiscal year. See "Government Finance" in the portion of the Prospectus relating to 
Japan. Jn addition, the budget of revenues and expenditures of the Bank is included in the Government 
Agencies Budget I"r each fiscal year. Each year these budgets are subject to approval by the Diet. 

Prior to JFY 1972, the Economic Planning Agency prepared, and the Cabinet adopted, each year a 
Basic Policy outlining objectives to be pursued by Government agencies. Starting in JFY 1972, an 
annual Basic Policy has been prepared and adC1pled specifically for the Bank. This Basic Policy is 
project-oriented and f'"lr JFY 1976 describes in broad terms the following principal project areas for the 
Bank's activities: ( i) urban development and modernization of the merchandise distribution system; (ii) 
regional dl!velopment; (iii) improvement of the quality of life, primarily through poll;1tion prevention and 
safety measures; (iv) development of stable supplies and efficient utilization of ,•nergy and resources; ( v) 
development of the ocean shipping industry; and (vi) devclopir.ent of technology and promotion of 
knowhdge-intensive industries such as computers and electronics. 

The Minister .:if Finance is given supervisory powers with regard to the Bank and may require 
the Bank ·o make reports as to its o;.>erations or may examine the J3ank's books and records at any time. 
On the ba!iis or any such reports or examination, the ~Iinister i:1ay issue to the Bank such orders con­
cerning its bu~iness as he deems necessary for the enforcement of the JOB Law. To the extent that the 
Bank engages in fo reign currency lending and foreign credit guarantee operati:>ns, c;'.lch operations arc 
subjc.-ct to approval by the Minister of Finance under laws and regulations relating to foreign exchange 
controls. 

As indicated under "Management", the Go\'ernor, Dl iuty Governor and Auditors of the Bank arc 
appointed Ly the Prime Minister. The Board of Audit, an independent I.Jody created by the Constitution 
of japan, also has certain supervisory functions. Sec "Doard of Audit". 

Loun Opcrolions 
In its early years, the Ba11k's lending activities were directed primarily to the assistance of the 

electric power, ocean shipping, coal mining and iron nnd steel indl.jtrics. In the late 1960's and early 
1970's, reflecting Japan's achievement of a high level of industrial development, the Dank bcg;m to direct 
its lending activities toward projects more charnctcristic of a liighly dc\'elopcd economy, such as urban 
development nnd pollution control. This evolution in the nature of the Bank's lending activities was 
formalized in 1972 in amendments. to the J IJB Law described under "Purpose and Authority". 

The following table sets forth, as of the ends or the periods indicated, the total amount or loans 
outstnnding for various categories of industries clnssificd in accordance· with the Bank's historical system 
of classification by industry: 

LOANS 0lJTSTA NDINC DV lNOUSTHV 

Fisc:il Years ended ~farch 31 
1967 1972 1973 1974 1975 1976 

(in billion,Ofycn) (in millions 
of dollan) 

(:u 9'o of 
tot:il) 

E lectric Power . ..•..••. ¥ 385 ¥ 407 ;v. 430 ¥ 461 ¥ 508 ¥- 581 $ 1,886 16.7% 
Tr.u1sportntion ......... 39·• 872 976 1,070 1,120 1, 154 3,718 33.3 
l\lining ......... ...... . 91 90 85 83 80 81 262 2.3 
Metal .. ... ........... 54 89 101 127 161 215 "'08 6.2 
01cmical ...... ....... .. 67 120 124 128 180 23() 7.JJ 6.6 
Machinery .... . ..... .. 44 84 86 102 119 • .>0 124 3.8 
/\,.:!culture, Forestry and 

3 11 15 18 17 18 58 0.5 •1shcry ............. 
' f cxtile ...... . . ..•..•. 14 JS 39 46 50 52 168 1.5 
Other ........ ..... ... 104 361 468 603 776 1,011 3,280 29.1 

Tot~l ... ...... ¥1.156 ¥ 2,06Y ¥2,32·~ '¥2,638 ¥3,0 11 ¥3,472 $11,272 lCX>.0% ---
SI 



Th<' increase in the amounts classifi"!d as "Other" in the preceding table reflects the evolution oi the 
Bank's lending activities from industry orientation to project orientation. The following table s• 1 

furth, for the periods indicated, the total amount of loans outstanding for various categories of proje~i.s 
classified in accordance with the Bank's current system of classification: 

LOANS OUTSTANDING DY PROJECT 

Fiscal Years ended March 31, 
1972 1973 1974 1975 1976 

(in billions of yen) (in millions 
of dollars) 

(as ro 
of total) 

LOANS IN YEN 
Urban Development 

Redevelopment of large 
¥ 167 ¥ 222 ¥ 301 ¥ 383 ¥ 483 $ 1,568 city areas •..•• . ••••. 13_9% 

Modernization of mer-
chanclise distribution . . 52 61 72 86 105 340 3.u 

Sub-total . . ....... 219 283 373 469 588 1,908 16.9 
Regional Development . ... . 235 272 312 369 435 1,412 12.5 
Improvement of the Quality 

of Life 
Pollution pre,·ention ... 32 73 145 300 492 1,597 14.2 
Safety measures ... ... . s 14 47 0.4 
City gas ......... . ... 4 16 29 38 54 176 1.6 
Food supply .......... 12 20 27 30 29 94 0.8 

Sub-total .• . ...... 48 109 201 373 589 1,914 17.0 
Resources and Energy 

356 389 398 Electric power ..... . . . 349 371 1.291 11.5 
Petroleum •.....• . . . . . 69 82 103 119 131 426 3.8 
Efficient utilization of re-

sources and energy .. 0 0 0 4 16 51 0.4 
Sub-total ... . ••... 418 438 474 512 545 1,768 15.7 

Ocean Shipping .•....•. . . 670 743 771 772 750 2,434 21.6 
Developm~nt of Technology 174 184 203 223 265 861 7.6 
Other .................... 270 266 280 273 283 920 8.2 

1'otal .. . ....... 2,034 2,295 2,614 2)91 3,455 11,217 99.5 
LOANS IN FOREIGN CunnENCIES 35 29 24 20 17 55 0.5 

Total Loans 
Outstanding ¥2,069 ¥2,324 ¥2,638 ¥3,011 ¥3,472 $11,272 100.0% ---

' During the fiscal ye."\r ended ~Tarch 31, 1976, total loans extended by the Bank increased 21o/o O\•er 
the prior yenr. The following table sets forth the new loans by the Bank's current system of classification 
for the periods indicated: 

Ni::w LOANS nv PROJECT 

Fisc.il Y~n end~ March 31, 
1973 1974 1975 1976 

(In billions of yen) (in millions ~as 9'o 
of doll:irs) o tol:il) 

U rb:i11 Development ......... .. ¥ 73.8 ¥100.9 ¥109.3 ·¥139.0 $ 451.2 18.1% 
Rcgion:il Development ....••.... 74.l 81.0 99.9 112.t 363.9 14.6 
Impro\'ement o[ the Quality of Life 64.6 97.8 182.7 235.5 764.7 30.7 
Resources nnd Energy .... .. .... 45.3 6'1.8 64.8 69.5 225.5 9.1 
Ocean Shipping .. . . . .. . .. . ... 135.6 96.7 78.G 75.6 2'15.3 9.9 
Development of Technology ..... 40.3 57.l 62.9 37.S 28./.2 11.4 
Other ' ........ ' .............. 26.8 45.6 33.S 47.0 152.8 6.2 

Total ................ ·¥<t60.S 7¥sff9 ~631.7 ¥766.2 $2,487.6 !CX).Ofo 
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The loans for urban development consisted of loans to projects for the improvement of private 
railroads in large cities, urban development in large city areas and modernization of the merchandise 
distribution system. Improvement of private railroads was directed toward improvement of safety features 
as well as increa:;in6 capacity. Urban development (which was carried out by the financing of private 
developers ) inroh·ed urban renewal in business districts, certain land development projects, provision 
of central air co:1ditioning facilities for particular areas and co•· ~truction of parking facilities, airport 
facilities and com.":'lon tunnels for the: distribution o( electricity, ~ !S and other utility services. Moderniza­
tion of distr~bution systems was effected by financing the construction of merchandise distribution centers, 
warehousec;, harbor-related facilities and other distribution facilities. 

Projects included under the regional development category involved improvement of services and 
facilities in provincial city areas and the relor.ation of industries. In this la~:er area, the Bank endeavored 
to encourage the relocation of industries to underdeveloped areas, as well as to encourage the establish­
ment of industries to take advantage of particular local resources. Otha projects included in regional 
development were parking facilities, hotels, di~tribution centers, truck terminals, warehouses, silos, 
harbor facilities and ferry boats. 

Nearly 87% of the loan amount under the r'ltegory improvement of the quality of life was allocated 
to various pollution control and preve11tion projects required by law or necessary to conform to environ­
mental standards. The balance of this project category consisted of loans for safety facilities for public 
buildings and factories, liquefied natural gas (LNG) processing and storage facilities, urban gas 
distribution and projects relating to food supply. 

Resources and energy projects were related primarily to nuclear power facilities, petroleum 
industry facilities and facilities for the efficient utilization of resources and e11ergy. Such projects 
includcci the construction of nuclc::1r power generating plants. Petroleum industry loans were mainly 
for the construction of refineries and distribution systems by independent domestic oil companicc;, for 
the construction of crude oil storage facilities and for facilities related lCJ the development of the oil 
resources of Ju;1an's contincnt:il shelf. Lo:L!lS for etlicic11t utilization of resources and energy were 
mainly for he?. ~ r0;1scrvntion an<l recovery and waste recycling projects. 

Th~ Bank has for many years been n significant lender to the ocean shipping industry in order to 
assist it in meeting Government objectives for the construction of new vessels. During the fi scal year 
ended March 31, 1976, the Danie continued to ma.kc loans to this industry. However, such new loans 
have significantly declined over the pnst three years as shipowners in l!eneral, affected hy the recession 
following the oil crisis and by continuing excess capacity, have heen forced to poslp'l11c or cancel planned 
investment in new vessels, particularly in the tanker scgmcut of the industry. The Hnnk believes that 
its loans to that i11dustry, taken as n whole, arc mlequntcly protec: ted, mid it clocs not believe that any 
losses in respect of such loaus woulcl be matcrinl to the Hank. 

The Da.nk's role in the area of technological development consi!ltcd of lc11din{! for projects related to 
lensing clomcstic:nlly produced electronic computers, clcvelopinr: domestic tcchm IOf:}' and increasing the 
USC or hi&h technology in certain Jines or husincs~ of the electronic nncl 111ach .1cry industries. Specific 
projects included <lc,·clopmcnt of pollution control technology, more c0icien1 auto1110Lilc engines :rnd 
other resource co11servution technology. 

Other ceneral areas to which the Bank's lu:1 11s were rtlatcd inclmlccl <lcccnlralitation of industri:tl 
pla111 s tu renll'd)' O\'CM'onr::cstion in lnrr.c cities 1111cl promrJtt: opti11111111 locut ion of i rnlu~ t r il' s , i111pro,·cn1cnl 
of drui:; n1..1nu£ncturi11g processes a11cl clevclop111c11l of occ:rn rci;onrccs. 

Guuruntet> Operntions 
The Bnnk :tl!.o has the au thority to 1~uarn11tce borrowings incurred for purposl·.; consistent with 

those of the Bank. The Bank !ins limited tltc \ISi.: or its c11arnntcc power to foreign Clll'rl'llC)' inclchtcl!n~>S 
incurred br J :lf13llCSl' co111p:i 11ics in conm•rtion wi th purd 1nsc!'I hy them of pb11t :incl cq11ipmc11t1 prb-
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cipally from foreign sources. Guarantees have been issued both to guarantee t' 
1
1ayment of principal and 

interest -on borrowings by Japanese companies from foreign banks (principa 1y the Export-Import Bank 
of the United States) and on long-term credits from foreign suppliers. 0£ total guarantees outstanding 
at March 31, 1976, 63% consisted of guarantees issued with respect to indebtedness incurred by five 
electric power companies, primarily for nuclear power equipment, and 36% consisted o: gua ... antee.s 
issued with respect to indebtedness incurred by two air transportation companies. The remaining 1 % 
consisted of the guarantee of borro·,vings by a company in the computer industry. 

The following table sets forth, as of the end of the periods indicated, the amount of guarantees out­
standing: 

GUARANTEES OUTSTANDING 

Fisca.i Yea.rd ended ~farch Jl, -------------------------1967 1972 1973 1974 1975 
(in bi!Horui of yen) 

¥144 ¥270 ¥337 ¥301 ¥302 ¥340 

1976 
(in rn illfoos 
of doll:irs) 

$1,105 

The Bank's new guarantee activities vary from year to year depencling upon economic factors such 
as Japan's balance of payments position and the amount of foreign currency funds which may be available 
to Japanese companies from other sources. 

Lonn nnd Guarantee 1'cnns 

The JDB Law and the Articles provide that (i) interest rates and guarantee charges shall be fixed 
"in consideration of the interest rates and guarantee clmrges of ordinary banks'' on a basis such that the 
Ilank's revenues will cover its expenditures and losses and (ii) loans and guarantees shall be ex­
tended by the Dank only if the credit is deemed "reliable". Accordi11gly, the Bank carefully investigates 
the financial position of c.1ch prospective liorrower and the technical aspects of lhe ~rojcct to be fi nanced, 
and a loan or guarantee is extended only if there is reasonable a!.surance of repayment. As a matter 
of policy, the Dank makes its loans at fuced rates no greater than lhc rates charged by private financial insti­
tutions and in most cases nt lower rates. 

The Un11k itself determines tlte interest rntcs, maturities, loan participation pcrcentnges, security 
nnd other tcnus Qll which it lcwJs its funds or extends its guarantees. A maximum interest rate is set from 
time to time hy the Governor of the Uank aflcr tnki11g into consi<lcralion general monctnry conditions. 
This rate generally corresponds to the rate for borrowers of the highest cm.lit !>landing from private 
banks and other institutions extending long-term loans. The maximum rate has hecn 9.i% since Novem­
ber 1975. The minimum rate is the Bank's borrowing rate from the Government, which hns been 7.5% 
since December 1975. The actual interest rate charged on a lo:in depends on the nature of the project 
to he financed. All or the Bank's loan agreements covering its Japanese currency loans provide that the 
Bnnk nmy chan~e the i11tcrcst rate~ payable under such a~rc:c111c 11ts in light of the i:;cnernl money and 
banking situation. However, the Uank's policy is not to chan~e the rtltc of interest on its outstanding 
loans. 

The Hauk has limited its foreign currency loans lo the anumnt of horrowings lhe Dank hns mndc from 
the lntc:rnational Bank for lfo.:onslruction aml Development ("Worlcl Hank") nnd has followed the 
practice of charginc- the same interest rates as the rates d1arcccl hy the World Hank to the Dank, plus 
0.37c, per :111nu111. For its (orcign credit sunrnntees the flank char~cs 0.2% or 0.3$'o per annum on the 
outs1:.nding principal a11101111t of such i:u:irantees. 

The Danie is required liy law to mnke loans with nn original maturity of at least one year nnd, i11 

practice, 111nkcs most of its lonns with an oril:inal m:Hurity of 10 to IS ye.'\ rs. i\tost of the Bank's 
lending operations involve the fina11cing of projcels in c;oopcraticm with private financial insdr-.1tions, with 
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the Bauk taking the intermediate wd longer maturities and private banks taking the shorter maturities. 
The Bank requires a mortgage or collateral agreement on all of its loans. The Bank's participation in 
any one project averaged about 35% of the total cost of the project for loans originated during the five 
fiscal years ended :>larch 31, 1976. 

The following table sets forth informalio. .:oncerning the maturities of the Bank's outstanding 
yen loans: 

YEN LOANS OUTSTANDING 

(as of March 31, 1976) 

Remaining Term to Maturity 

Less than 5 years .. . .......•..... .. .. . ... . ...• 
From 5 to less than 10 years ............... .. . . . 
From 10 to less than 15 years . . ... . .. .. . . .... . . 
From 15 lo less than 20 y::ar: . •..... . . . .. . .... 
20 years or more • ..•.•.. . ....... . .•....• .• •• . 

(in billions 
of yen) 

¥ 625 
1,719 

599 
473 

39 

Total . . . . . . . . . . . . • . . . . . . . . . . . . . . ~J,455 

Reserve for Lonn Losses nod Lonns in Arrears 

(in millions 
of dollars) 

(as% 
of total) 

$ 2,028 18.1% 
5,582 49.8 
1,944 17.3 
1,537 13.7 

126 1.1 

$11,217 100.0~h 
--

The Bank provides a reserve for loan losses pursuant to an ordimlncc of the Minister of Finance. See 
Note 5 of ''Notes to Financial Statements" for a more complete description of the manner in which this 
provision is determined. As of March 31, 1976, the reserve totaled ¥80,3~2 million ($260,981 thousand) 
or 2.35% 0£ the total loans •mtstanding at that date. 

In cases where borrowers nre unable lo 111ect interest, installment or maturity payments on their loans, 
the Dank, when it considers it to he appropriate, cooperates with the borrowers and other banks in revising 
the borrowers' business plans and in revising the terms of the 13ank's loans in order to improve the bor­
rowers' ability to make repayment. However, when a default occurs in payment of pri.ncipal or interest, 
the Bank considers the related loan to be in arrears immediately to th~ extent of such default. Although 
the Bank has the right to accelerate the maturity of the outstanding b.ilanccs of such loans, in practice it 
has done so only i11 cases where the borrower has applied for bankruptcy or reorganization in a court 
proceeding, a11d accordingly, in ordinary cases. arrcaragcs continue to increase as clcfauhs occur on further 
payments unless the defaulted loan is subsequently renegotiated or written ofT. 

As of March 31, 1976, principal payments aggregatinfl ¥45,852 million ($148,8i0 lho11sa11d) were in 
arrears representing 1.32% of the total loans outstanding. Nearly half of such arrcarages reflected defaults 
in JFY 1975 on :;ccured loans to an ocean sl1ipping borrower whid1 had applied to a court for reorganiza­
tion. Ovel' half of the remaining arrcarages reflected clcf aults on loans to borrowers in the coal mining 
industry, and pursuant to special lccislation most of these arrenrngcs will be repaid by the Government. 
Aggregate principal payments in nrrears al M nrch 31, 1976 represented 57.0o/o of the re.;crvc for possible 
loan losses. 

In addition, at Mnrch 31, 1976 interest payment s aggregating ·Y..2,7'/6 million ( $9,013 lho11sanrl) were 
in nrrcars. 

The Ra11k ma.kcs fi11 ::i l wrilc-ofTs of loan a111ou11ts due only after the exhaustion of nil availnble 
remedies, including reali zation on nny security. Write-offs arc m:idc al fi scnl year ends and only with the 
approval of the l\tinistcr of Financt·. The umou11t of lo:rns writtcr 111T durinr; the five yea rs ended l\farch 
31, 1C)i'6 was ¥4-02 million ($1,305 llto11sf111cl) . 

All amounts due to the Bnnk in foreign currency hn\'c 1Jct•11 pnid in accordance with the loan agt ce· 
ments. 
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Sources of Fun& 

The principal sources of funds for the Bank's lending operations are borrowings from the Government, 
repayments of loans and internal sources. See "Statement of Changes in Financial Position". Outstand­
ing Goyernment loans to the Bank amounted to ¥2,864,003 million ($9,298,711 thousand) as of ~farch 31, 
1976. Within the authorization of the Special AccNmts Budget, funds arc available from the Government 
on short notice. · The current borrowing rate fn;im the Government is 7.5% (8.3% for certain regional 
development loans), and the term of such borro.,,,ings is 15 years. 

Other sources of funds have consisted of borrowings in foreign currencies from the World B'lnk and 
issuances of external loan bonds and notes, all of which have been guaranteed by the Government. Bor­
rowings from th vVorld Bank have been reloaned in the currency and principal amount of the borrowing 
and with the same maturity. The last such borrowing was in 1961, and the outst;1.nding amount of such 
borrowings as of March 31, 1976 was ¥17,005 million ( $55,211 t/iousand). There have been six dollar 
issues (including five registered issues publicly offorecl in the United States), one Swiss franc issue and 
one Deutsche mark issue of external loan bon<ls and notes, and the outstanding amount of such issues as 
of March 31, 1976 was ¥39,332 million ($127,701 tlto11sa11d). See Nole 4 of "Notes lo Financial State­
ments' '. 

As indicated under "Purpose and Authority", thP. Bank is presently authorized to borrow an amount 
equal to ten times its capital and statutory reserve. As of March 31, 1976, the Bank's capital amounted 
to ¥233,971 million ($759,646 lho11sand). The Bank's statutory reserve has beeu established under a 
provision of the JDB Law which requires the Bank to set aside as a reserve out of the net earnings 
of each fiscal year the grcaler of: (i) 20% of such earnings or (ii) 0.7% of the Bank's aggregate loans 
outstanding at the close o( the fiscal year (but not in excess of such earnings) . As of March 31, 1976, 
such reserve amounted to ¥208,612 million ( $677,410 tlzo11sa11d). Accordingly, the Bank's borrowing 
autho1ity amounted to ¥4.426,133 million ($14,370,563 tlzo11sa 11d) compared to total borrowings at that 
date of ¥2,920,340 million ($9,481,623 lllo11sand). 

PUOPERTY 

The main office building of the Bank is c.>wncd by lhe Bank and house:; its executive offices 
and other Tokyo operations. The Dank occupies lca se<l space under long-term agreements in nine cities 
in Japan,. where it operates branches ar.1 representative offices, and in Washington, D. C., New York City, 
London nnd Frankfurt :un Ma.in, where it maintains representative ofliccs. 

El\J PLOYEES 

As of M•lrch 31, 1976, the Onnk c111ployed 1 058 persons of whom 704 were located nt the Tokyo 
office. Over one-half of the Clank's employees nrc university graduates. Substantially all of the 
Bank's employees are members of an independent u11ion, which has the c;xclusive right to represent such 
employees and the membership of which is limited lo such employees. 

TI1c Bank provides housing, medical and other facilities, ns well as certain welforc benefits, includin~ 
lump sum retirement allowances. 

l\IANAGEJ\JENT 

The Bank is managed by a Governor, a Deputy Governor and eight Executive Directors. Jn 
addition to t!1csc officers, the Hanle has twu A11clitors <ind six Counsellors. The Governor, the Deputy 
Governor and the Auditors are appointed by the Prime Miu.istcr for terms 0£ four years. The Executi\'e 
Directors and Counsellors arc appointed hy the Governor for tcnns of four years and two ycnrs, respec­
tively. These persons may be rcnppointc<l for succc:isive terms of office. 
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The Governor is the Bank's chief executive officer, and the Deputy Governor is his alternate. The 
Executive Directors exercise various management functions in accordance with delegatio~s from the 
Governor. The Go,·ernor, the Deputy Governor and the Executive Directors together comprise an 
administrative and executive board of the Bank, but final authority to make decisions for the B;i.nk in all 
matters resides exclusively with the Governor. 

The Auditors rc\iew the business 0£ the Bank. The Counsellors advise the Governor of their view~ 
and opinion!' v.ith regard to the business of the Bank and related matters. 

The names of the Governor, the Deputy Governor, the Executive Directors, the Auditors and .1e 
Counsellors, and the principal affiliations of the Counsellors, are set forth below: 

Governor 
Eiichi Yoshioka 

Deputy Governor 
Takatomo Watanabe 

Executive Directors 
Jin Kom.iya . .. . .... . ...... . .. . 

Kiyoto Iwata .......... . •...•• 

Kazuhiko Nomura ...... • . . .... 

Reitaro Yoncmoto . ... ... . .. • .. . 

Toshio Maruyama . .• . .. ...... . 

Mnsatoshi Kitamura .. . ..• .. ... 

Kenichi Azuma .... ..... ...... . 

Kenji Atsumi . . .............. . 

Auditors 
Toshio Fujitn 
Chuichi Takemura 

Co1111ullors 
Shigco Nagano 

J<ogoro Uemurn . . ..•.... . .. . . . 

Sciichi To\Jatn .... . ....... . .. . 
Yoshiy:\ Ariyoshi ............. . 
Saburo Okita ..... . .. ..... . . . . 
I<iyoshi Nakatsukasa .......... . 

Executive Director in charge o[ Loan Department IV 
and Credit Analysis Department 

Executive Director in charge of Loan Department II 
and Accounting and Treasury Department 

Executive Director in charge of Loan Department for 
Urban Development and of Library and Information 
Services 

Ex:~cutive Director in charge 0£ 1?.ureau for Regional 
Development (comprising Planni1:g- Deparlmcnt and 
Loan Department) and Systems Planning and Com­
puter Services Department 

Executive Director and General Manager 0£ Osaka 
Branch 

Executive Director in charge of Loan Department I 
and Economic and Industrial Research Department 

Executive Director in charge of Loan Department III 
and General Services Department 

Executh·c Director in charge or Programming and Co­
ordination Dcpnrlmcnt, Operations Plnnning Depart­
ment and lntcmalional Dcpartme11t 

Director antl l lonor:1 ry Cl1airman, Nippon Steel Cor­
poration 

I Ionorary President, The Fc<lcrntion of Economic 
Org;mizalions 

Ach-isor, Institute of Developi ng Economies 
Ch:iirmau, Nippn:1 Yusen Kaisha, Lttl. 
President, The (h·c1scas Economic Coopcrn tion f' 11 nd 
Advisor, J< ancgaf uchi Chemical Jndust ry Co., Ltd. 
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Mr. Yoshioka, who had been President of tt:e Small Business Finance Corporation, and Mr. \\'atana~, 
who had been Executive Director of The Bank of Japan, were appointed Governor and Deputy Governor, 
respediYely, in April 1975. Mr. Azuma has been actively engaged in the business of the Bank since 1951, 
and :\Iessrs. Komiya, Iwata, Maruyama and Fuj ita since early 1952. Mr. Nomura, appointed Executive 
Director in September 1973, had been Director General of the Maritime Safety Agency of the Ministry 
of Transpo1'tation and had held other administrative positions with that Ministry. Mr. Yonemoto, 
appointed Executive Director in November 1973, had been Chief of the Issue Departmi:nt at The Bank 
of Japan and had held other positions wit' that institution. Mr. Kitamura, appointed Executive Director 
in August 197~. had been Deputy Di:- .< ' r "".:eneral of the Agency of Natural Resources and Energy at 
the Ministry of International Tr<>· e · .1dustry and had held other administrative positions with that 
Ministry. Mr. Atsumi, appoi'lted F . 1.ll:·: ~ Director in December 1975, had been Director General of 
th,. Mint Bureau 0£ the Ministry , F inar.ce a1 •. l had held other administrative positions with that 
Ministry. 11r. Takemura, appointed Auditor of the Bank in October 1974, had previously been Managing 
Director of the National Public Servic ~ Personnel Association, which position he had taken after occupying 
a series of positions at the Ministry of Finance. 

Duri:ig the fiscal year ended March 31, 1976, the aggregate direct remuneration recelved from the 
Bank by the Governor, Deputy Governor, Executive Directors, Auditors and Counsellors as a group was 
¥146,007,300 ($474,050). 

BOARD OF AUDIT 

The accounts of the Bank are not audited by independent public accountants as that term is under­
stood in the United States but by the Board of Audit. The Board oi Audit is a supervisory liody created 
by the Constitution of Japan and organized under the Board of Audit Law of Japan. The final accounts 
oi the Government and of the Government Agencies, which include the Bank, are audited annually by the 
Board of Audit, and the Audit Reports thereon are submitted to the Diet through the Cabinet. In addition, 
the JDB Law requires the Bank to prepare financial statement!" twice a year, to append an opinion of the 
Auditors of the Bank thereto and to submit them to the Ministe:r 0£ Finance. The Ban'.c makes an annual 
report and a six month report available to the public. 

The Bank's financial statements appearing in the Prospectw: were prepared in :iccordance with account­
ing principles and procedures required by the JLB Law and regulntions thereunder and other accounting 
principles and procedures generally followed by banks in Japan. Such principles and procedures differ in 
some respects from generally accepted accounting practices in the United States. The only difference 
which would materially affect the financial statements is the Bank's practice of recording a provision 
for possible loan losses based on a percentage of outstanding loans, subject to limitations established by 
the Minister of Finance. See Note 5 of "Notes to Financial Statements". 
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J1EPORT OF BOARD OF AUDIT 

MR. Encm YosmoKA, Governor 
THE JAPAN DE\'ELOP~ENT BANK 

9-1, Otemachi 1-Chome 
Chiyod<>.-ku, Tokyo 

We have audited the balance sheet of The Japan Development Bank as of March 31, 1975 and 1976 
and the related statement of earnings for the five fiscal years ended !v!arch 31, 1976. Our audit was made 
in accordance with the Board of Audit Law and the regulations thereunder. 

The accounting principles and procedures followed by The Japan Development Bank are in accordance 
with The Japan Development Dank Law and the regulations thereunder and with accounting principles and 
proced~res generally followed by banks in Japan. The balance sheet as of March 31, 1975 and 1976 and 
the statement of earnings for the five fiscal years ended March 31, 1976 have been prepared in conformity 
with the aforesaid principles and procedures. 

The accompanying balance sheet as of March 31, 1975 and 1976 and statements of earnings and of 
changes in financial position for the five fiscal year3 ended March 31, 1976 have been prepared hy reclassify­
ing the aforesaid financial statements. We have reviewed the reclassifications made in preparing the 
accompanying financial statements and, in our opinion, such stale:nents as reclassified present fairly 
the financial position of The Japan Development Bank as of March 31, 1975 and 1976 and the results 
of its operations for the five fiscal years e11dcd March 31, 1976 on a consistent basis except for the 
change i11 the method of recognizing interest income 011 loans, with which we concur, as more fully 
described in Nole A to the statement of earnings. 

Tokyo, J1 ··: l7, 1976 
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THE JAPAI"1 DEVELOPMENT BANK 

BAL4.NCE SHEET 
March 31, 

1975 
(in millions of yen) 

ASSETS: 

Cash .in banks . .. .. .... ...•.... ... ... .. •.•... 
Government securities, at cost which ap9roximates 

market (Note 2) ; ... ... ..... . . .. . . . ...... . 
Loans in Japanese currency, including undisbursed 

bala.r. ,_ (Notes 3 and 5) ... . .•. . ... ... .... . . 
Loans in foreign currencies (Notes 4 and 5) ..... 
Land, buildings and miscellaneous equipment, at cost 
Accumulated depreciation . . .. . . . ......... .. .. . . 
Accrued interest receivabie ............... . ... . 
Other assets . .. . ............... . .. . . .. ..... . 
Unamortized discount on external loan bonds ... . 

TOTAL ASSETS ••.••••••• • ••••••••• • ••• 

LtAUILITIES, RESERVES AND CAPITAL: 

Liabilitles: 
Long-term borrowings (Note 4): 

Fror;n the Govcmme::nt, including borrowings 
due within one year ... • . .• .. ..•.. . .. . . 

From the International Bank for Reconstruc­
tion and Development, including borrowings 
tlue within one ye:lr . . . . ..... . .. . ... .. . 

External loan bonds and notes, including bor­
rowings due within one ycnr . ....... . •.. 

Unclislmrscd balance or loans in Japanese currency 
(Note 3) ......•. . ...... . .. .. •.......... . • 

Ac'-rucd interest payablt . . . •..•. ... . .. . ..•. : . 
Payable to the National T reasury (Note 7) .. . .. 
Other liabilities .. . ..................• . ....•.. 

TOTAL L1AD1LITIES .•••• • • ••• • .• • ••••• • •• 

Reserve for possible loan losses (Note 5) f • • t I I• I I I 

Capital nnd statutory reserve: 
Capital (Note 6) ... .. . .................. . .. . 
Statutory reserve (Note 7) ......... . .. . ..... . 

TOTAT~ CAPITAL AND STATUTORY RESERVE ••• 

TOTAL LtAllJLJTJF.s, Ri:-:stmVEs AND CAt'JTAt. 

(Contingent liabilities) (Note 8) . . .......... . .. . 

¥ 1,624 

18,111 

2,990,779 
19,689 
7,202 

(2,276) 
24,532 
1,139 

340 

¥3,061,140 

¥2,461,054 

19,689 

29,793 

41,033 
9,378 

576 
6,724 

2,568,247 

74,583 

233,971 
18'1,339 

418,310 
¥3,061, 140 

¥ 325,729 

Sec "Notes to Financial Statements". 
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¥ 2,855 

11,584 

3,454,922 
17,005 
7,918 

(2,468) 
28,084 

916 
575 

¥3,521,391 

¥2,86·!,003 

,, 005 

39,332 

47,376 
22,098 

1,193 
7,389 

2,998,396 

80,382 

233,971 
208,642 

442,613 
¥3,521,391 

¥ 362,801 

19i6 
(in thousandl 

of dollars) 

$ 9,270 

37,610 

11,217,279 
55,211 
25,708 
(8,013) 
91,182 
2,974 
1,867 

$11,433,088 

$ 9,298,711 

55,211 

127,701 

153,818 
71,747 
3,874 

23,989 

9,735,051 

260,981 

759,646 
677,410 

1,437,056 
$11 ;133,088 - -s 1,177,92'1 
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THE JAPAN DEVELOP.i\IENT BANK 

STATEMENT OF CHANGES IN FINANCIAL POSITION 

Fi.sclll Ycan ended Much 31, 

1971 1973 1974 197S 

(ID mllllons of yen) 

Funds Provided : 
Operations 

Net umings . •• •.•.••. ••.. •.•.•• •..••.•. ¥ 31,484 ¥ 25,579 ¥ 26,794 ¥ 28,332 

Au ucd interest income ...... ..... t . .... • (17,265) (19,268) (2J,S28) (24,510) 

0 llcction o{ acr_rucd interest income •••. • . 11,975 17,246 19,354 23,509 

1 ccrucd interest expense •• . • .• •• •• .•..•. 5,948 5,413 5,427 9,378 

Pr nent o{ accrued interest cxpcn.sc •.••.• (6,384) (5,948) (5,413) (5,428) 

Re.s1..n·e for possible loan losses ••.•..•.••. 5,014 5,6-14 7,320 6,859 

Depreciation and amortization of di~count .. 344 312 317 297 

Unrealized exchange gain on debt payable 
in foreign currencies . ................. . (3,493) 

Other ··· ······ ···· ·············· ······· 64 91 4 __ (252) 

Total Funds Provided by Operations •• 27,687 29,069 30,275 38,185 

Borrowings . • .•.••••. • .• ••.••.•. •.••.••... 336,000 352,500 385,400 462,211 

Loan principal collections •..• •..... . .....•. 166,082 205,227 230,226 258,752 

Collection o( deferred interc.'t rcceivabll! .... 1,251 1,201 1,201 1,459 

Other ········· ·· ········ ······· ·········· 824 1,017 _ l,701 1,292 --
Total Funds Provided .••...•••.• ¥531 ,844 ¥58!i,014 ¥648,Sp~ ¥ 761,899 

Funds Used : 
Disbursement or loans ........••.. ........ ¥420,655 ¥-160,019 ¥540,903 ¥624,479 

Repayment or bor rowings ••..• •. .•... . ... • . 91,073 lOJ,067 113,380 122,361 

S11ecial payments to the Government ......• • 1,251 1,201 1,201 1,201 

Payment to the National Trc:uury •...•.•.•. 12,931 14,0·16 8,763 7,977 

Other ··· ························ ... ...... 868 401 306 873 

Total Funds Usccl ........ . ...... ¥526,778 ¥578,734 ¥664,SSJ ¥756,891 

Jncrc.'lsc ( uccrc:uc:) in cash and Government 
securities ·········· ....................... ¥ 5,066 ¥ 10,280 (¥ 15,750) ¥ 5,008 

See "Notes to Financial Statements". 
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1976 
(ID tbousuic!s 
of doUa.n) 

¥ 32,541 $ 105,653 
(27,621) (89,679) 

24,048 78,078 

22,098 71147 
(9,378) (30,448) 
5,79Q 18,828 

312 1,013 

~93) (302) 

47,i06 154)90 
552,198 1J9Z,850 

304,712 989,325 

1,i66 5134 
967 3,139 

¥ 907,349 $2,945,938 

¥759,828 $2,466,974 
142,715 463,360 

1,;21 5,588 
7,621 24144 

760 2,467 

¥912,645 $2,963,133 

(¥ S,296) ($ 17,195) 



THE JAPAN DEVELOPMENT BANK 

NOTES TO FINANCIAL STATEMENTS 

1. Basis of Preparation of Financial S tatements 

The Bank's official annual financial statements are prepared in conformity with the JOB Law and 
the regulations thereunder and with '!ccounting principles and procedures generally followed by banks 
in Japan. Except for the chang.e in the method of recognizing interest income on loans as more fully 
described in Note A to the 0 Statement of Earnings", no changes have been made in these accounting 
principles and procedure;, 

In the preparation o. financial statements for the purposes of the Prospectus, certain amounts have 
been reclassified and the form of presentation hc;.s beri1 changed in certain respects, but no changes hav•t 
been made in the accounting principles and proced• ires upon which the official financial statements and 
underlying records were based. 

The principal reclassifications included: 

(a) Eliminating the asset account for possible claims for the Bank's guarantees at March 31, 
1975 and 1976 of ¥301,615 million and ¥340,408 million, respectively, and the contra liability 
account for guarantees in identical amounts; the amounts of contingent liability are set forth in Note 8 . 

(b) Transferring the balance sheet account for net profits in the following periods to "Statutory 
Reserve" and "Payable to the National Treasury" and offsetting such payables against the asset 
account for interim payments to the National Treasury as follows: 

Net 
Profit 

Year ended March 31, 1975 . . ......... . ...• ¥28,332 
Year ended March 31, 1976 . . . . . . . . . . . . . . . . 32,51H 

Statutory 
Reserve 

(in millions of yen) 

¥21,073 
U,303 

Pa~blc 
to the Notional 

Treasury 

¥7,259 

8,238 

(c) Offsetting accounts related to deferred interest receivable from shipping companies with 
accounts related to the amounts payable to the Government and thereby reducing other assets and 
other liabilities by ¥47,293 million at ·March 31, 1975 and by ¥43,806 million at March 31, 1976. 

( d) Eliminating dcferrcd interest currently receivable from shipping companies and payable to 
the Government from interest income and expense. 

Dollar amounts shown in the financial statements have been included solely for convenience and are 
11tated, as a matter of arithmetical translation only, at the rate of ¥308 to $1.00. 

!!. Government Securitic8 

The weighted average interest rnte on the Bank's Government ~ecu ritics was 6.84% at March 31, 
1976. The interest on Government bonds is credited to earnings as "Income on Government Securities'' 
on n cash basis. The effect or the dcp:uture Crom the accrual basis is not material. Under the JDB 
:Law, the Bank may not make use of surplus cash funds except for the purchase of Government bonds, 
deposits with the Trusl Fund Bureau and deposits with The Dank of J apan. 

:l. Loans 

Loans in Japanese currency iuclude utl(Jisburscd funds in an amount identical to that shown in ' 'Undis­
bursed ~alance of loans in Japanese currency" included in liabili ties. 
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. THE JAPAN DEVELOPMENT BANK 

NOTES TO FINANCIAL STATEMENTS- (Continued) 

Long·term Borrowings 

Long-term borrowings comprise: 
March 31, 

1975 l!il76 

(in millions of yen) 

Long-term borrowings from the Government: 
Trust Fund Bureau-

.. 
6.2% loans due 1987 ... . . . . ... . ...... . ¥ 337,500 ¥ 337,500 
6.5% loans due 1976 to 1988 ....... . ... 1,319,908 1,183,451 
6.755"0 loans due 1988 .. ......... . ..... 115,000 115,000 
7.5% loans due 1989 to 1990 ..... . . . .... 366,200 683,000 
8.0% loans due 1990 ....... .. ...... ... 243,200 394,600 
8.2% .Joans due 1990 ... .. .. .......... . 18,700 18,700 
8.3% loans due 1991 . .... . ..... .... . .. 43,500 
8.6% loans due 1990 .................. 29,100 
8.7% loans due 1990 ...... .. ...... . ... 44,000 44,000 

Industrial Investment Special Account-
4% loans due 1975 .. ... ........ .. .... 22 
6.5% loans due 1983 ...... . . .......... 4,700 4,700 
6.7% loans due 1979 to 1980 ...... . ... . 6,156 5,492 
7.5% loans due 1983 ........ ....... ... 5,668 4,9<30 

Total borrowings from the Government 2,461,054 2,864,003 
Guaranteed Jong-term borrowings from the Inter-

national Dank for Reconstruction and Develop-
ment ('"World Bank"), 5;}~%-5~% obligations 
due 1981 to 1983: 

U. S. dollars . . .. ... .... . ... .. . .......... . 9,893 9,417 
Deutsche marks ............ .............. 3,818 2,137 
Swiss francs ...... .• .. . .... ... . . ...... ... 1,155 1,155 
Indian rupees . . . . . ...... . .. . .... . . .. .. ... 1,893 1,893 
Other foreign currencies . ....... .. ......... 2,930 2,403 

Total borrowings from the World 
Bank . . ..... . .. . ... . ...... .. .. 19,689 17,005 

Gunrnnteed external lonn bonds and notes: 
Dollar obligations 

6% bonds due 1976 .......... .. .... . .. 1,097 730 
6% bonds due 1977 . ........ . ... . .. . .. 1,631 1,235 
6% bonds due 1978 ... .. . ............. 2,355 1,846 
Sf.I% bonds due 1979 • e • •• I• I I I I I I I I I 3,009 2,555 
8 0 o/o notes due 1980 ...... .. ......... 14,260 14,260 
60 % bonds due 1980 .... .... . . ....... 3,46-1 3,009 

Swiss franc obligation 
6)(i 7o bonds due 1985 . .... ............ 3,977 3,977 

Deutsche mark obligation 
7 y.j % bont!. .iuc 1983 ................. 11,720 

Total ex:tcrnal lo;in bonds ancl notes .. ?.9,793 39,332 
T otal Jong-term uorrowings .... ¥2,s 1 o-;-s36 ¥2,920,340 ----

21 

(in th .. :•Qllds 
of dollau~ 

$1,095,'/79 
3,842,373 

373,377 
2,217,533 
1,281,169 

60,71 4 
141,234 
94,480 

142,857 

15,260 
17,831 
16,104 

9,298,711 

30,575 
6,938 
3,750 
6,116 
7,802 

55,211 

2,371 
4,009 . 
5,993 
8,296 

46,298 
9,771 

12,912 

38,051 
127,?0i 

§9.-ISJ,6?3 
-



THE JAPAi"l DEVELOPiUENT BANK 

NOTES TO FINMCIAL STATEIUENTS-(Continued) 

T he aggregate annual maturities and sinking fund requirements of long-term borrowings outstanding 
as of March 31, 1976 were as follows: 

Fiscal Y cars ending Japanese Foreign 
March3l, currencl currencies Total 

(in million! of yen) 

1977 ..... . .. . .... .. .. . . .. ...... . ¥ 162,098 ¥ 4,584 ¥ 166,682 
1978 ......... . . . ....... . ........ 212,677 5,220 217,897 
1979 ..•. .. .. : . .••..... . •..•. . •.• 245,998 3,147 249,145 
1980 . . . . . .. .. . . . . . . . . .... . . . . . .. 277,936 18,253 '.'96,189 
1981 ......... . ... . .............. 269,966 3,654 ~73,620 
1982-1991 ... ..... .......... ...... 1,695,328 21,599 1,716,927 

All borrowings from the International Bank for Reconstruction and Development arc guaranteed 
by the Government and are repayable in foreign currencies. These borrowings have been concurrently 
loaned to Japanese companies in the same foreign currencies, and any profit or loss resulting from 
changes in the exchange rates of foreign currencies is for the account of such companies. 

The external loan bonds and notes are also guaranteed by the Government and are repayable 
in foreign \.••rrencies. The proceeds from these bonds and notes were converted into yen and loaned to 
Japanese companies. Any profit or loss resulting from changes in the e..'<change rates of foreign currencies 
is for the account of the Bank. The Bank has followed the practice of initially recording foreign cur­
rency obligatious at the exchange rate in effect at the time of conversion and has made adjustments, by a 
charge or credit to net earnings, for changes in the centr.tl exchange rates. Following the establishment 
of t.r.e new central rate of ¥308=$1.00, which was communicated to the IMF on December 19, 1971, till: 
Bauk adjusted its foreign currency obligations contracted for prior to October 1, 1972 to the Telegraphic 
Transfer Selling rates in effect on March 31, 1972. Such rate for dollars on that date was ¥304.9=$1.00. 
For borrowings contracted for on and after October 1, 1972 the Telegraphic Transfer Selling rate in 
effect on the date of each contract has been used to express yen amounts. 

S. Reeerve for PoHible Loan Losse& 

A provision for possible loan losses is made in each fiscal year in order to adjust the reserve for 
possible loan losses to an amount determined to be adequate by the Bank, subject to limitations established 
by an ordinance of the Minister of Finance. Until April 1, 1975, the Ministry ordinance permitted the 
Bank to hold a reserve for possible loan losses in an amount up to 310 of the outstanding loans (excluding 
undisbursed loans) at the end of each fiscal year. For the fiscal year ended March 31, 1976, the Ministry 
ordinance was revised so that the ma."'<imum permissible reserve was an amount equal to (i) the amount 
of the reserve as of March 31, 1975 less loans written off during the fiscal year ended March 31, 1976 
plus (ii) 1.8% of the increase in outstanding loans ( e.xcl11ding undisbursed loans) during the fiscal year. 
For the fiscal year ending March 31, 1977, the l.8o/o factor will be reduced t > 1.6%. The amount of the 
reserve at fiscal year end as a percentage of loans then outstanding for each of the five years ended 
March 31, 1976 was as follows: 

March31, 

1972 . . . ' .. .. .. . ..•................ f.. 2.71 % 
1973 . . . . . . . . . . . . . . • . . . . . . . . . . . . . . . • . . .t.65 
1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.62 
1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.Sl 
1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.35 
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~E JAPAN DEVELOPi\IENT BANK 

l'iOTES TO FINANCIAL STATEl\IENTS-(Continued ) 

Loans are \\Titten off at the en<l of a fiscal year with the approval of the Minister of Finance and 
for the five years ended March 31, 1976 were as follows: 

6. Capital 

Fiscal Years ended 
March 31, 

1972 

1973 

1974 

1975 

1976 

(in millioru 
of yen) 

¥ 2 

400 

As set forth in the JDil Law, . the capital of the Bank is ¥233,971 million. The Go\'ernment is the 
sole owner of the equity interest, which is not evidenced by documents such as stock certificates, l>ut is 
evidenced at the Registration Office of the Legal Affairs Bureau of Japan. 

Capital has been provided as follows: 
(in millions 

of yen) 

Cash contributions . . . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . . • . . . . . . . . . . . ¥ 30,000 

Contributions of other assets, principally loans in connection with taking 
over the operations of : 

The Reconversion Finance Bank . . . . . . . . . . . . . . . . . . • • . . . • . . . . . . . • 85,220 

United States Aid Counterpart Funcl Special Account . . . . . . . . . . . . . . 132,804 

Less-Reduction in connection with the transfer of certain operations to 
the Agriculture, Forestry and Fishery Fi11a11cc Corporation, the Small 
Business Fi11a11ce Corporation and Electric Power Development 
Co111pany . . • . . . . . . • . . . . . • • . . . . • . . . . • . . . . . . . . . . . • . • . . . . . . . . . (14,053) 

Total Capital . . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . . . . . ¥233,971 

7. Stolulory Ilc.'scrve 

In accordance with the pro\•isions or the JDD L.'lw, the Uank each year must provide out of net 
earnings, as a resCr\'e, the larger of (i ) an amount equivalent to 20% of net earnings or (ii) an amount 
equivalent to 0.710 of loans outstanding at the end of the fi scal year (if th is amount is in excess of the 
amount of net earnings £or the year, then the amount of such net earnings). The reserve so provided 
may only be used to cover net losses. The balance of the net earnings remaining cad1 year, after pro­
vi sion for thi s rcst.:n·c, is to ' •e paid to the National Trcnsury of Japan uy l\Iay 31 of the following 
fiscal year. Interim pnymcnt · '· ''- " l'Ovided for under the Cabinet Order. The account titled "Payable 
to the National Treasury" cpresent s the a11101111t pnyable to the Nationa l Treasury for the fiscal year 
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THE JAPAN DEVELOP~IENT BANK 

·NOTES TO FINANCIAi, STATEIUENTS- (Concluded) 

less the semi-annual interim payment made during the fiscal year and is to be settled on i\Iay 31 of the 
follo\\'ing fiscal year. Except for ¥3,730 million taken over from the Re<:onversion Fimmce Bank, the 
Statutory Reserve represents additions of reserved net earnings. 

8. Contingent Liabilities 

Contingent liabili~ies consist of outstanding guarantees of foreign currency indebtedness, principally 
in dollars, incurred by Japanese companies, and special payments to the Government. 

(<!) The outstancling amounts of guaranteed obligations were ¥301,615 million and ¥340A08 
million ($1,105,219 tli c11sa11~) at March Jl, 1975 and 1976, respectively, and will mature as follows: 

Fhcal Years ending 
March 31, 

(in million' 
of yen) 

1977 

1978 

1919 
1980 

1981 

...... ....... ...... ... .......... ..... .. ..... 
¥ 33,865 

41,939 

39,824 

39,369 

29,667 

thereafter 155,744 

Total . . . . . . . . . . . . . . . . . . • . . . . . . . . . . . . ¥340,408 

Translations of foreign currency guarantee amounts into yen atnOWlts on contracts entered into prior 
to October 1, 1972 have been made at ¥30·~.9=$1.00, the Telegraphic Transfer Selling rate on March 31, 
1972. On and after October 1, 1972 the Telegraphic Transfer Selling rate in effect on the dale of each 
contract has been used to express yen amounts. 

(b) The outstanding amounts of special payments to the Go,.!rnmcnt wel'c ~l:24, 114 million nnd 
¥22,393 million ($12,705 tlia1w111d) at l\Iarch 31, 1975 and 1976, respectively. Under the provisions 
of the Law for Temporary Measures Concerning Consolidation of the Shipping Industry of July l, 1963, 
qualifying ocean shipping companies were permitted to defer the payment 0£ interest (accruing during 
a period of five yeara from the <late 0£ qualification) on the l3ank's loans made prior to March 31, 1962. 
In lieu thereof, the Bank received payments from the Government in an amount equivalent to the 
deferred interest. Deferred interest unpaid at the end of the fifth year by the qualifying ocean shipping 
compar.ics was payable annually to the Bank <luring the succeeding fifteen years. The Dank is required 
to pay to the Government the amount equivalent to the deferred intere~t due and payable to the Dank, 
which the Bank carries as "Special payments to the Government". 
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JAPAN 

GENERAL 

Area, Location and Population 

The Japanese Archipelago consists of about 3,900 islands which form part of a long chain of 
mountainous islands in the western Pacific. The four main islands (Hokkaido, Honshu, Kyushu and 
Shikoku) cover the same approximate range of latitude and the same general r:ingc of climate as the cast 
coast of the United States north of Florida. The total area of Japan is approximately 146,000 square miles, 
or slightly less than that of California and about 4o/o of lhat of the United States. It is bordered by the 
Sea of Japan to the west and north and by the Pacific Ocean to the cast and south. 

Japan, with a total population of 112 million, has one of the highest population densities in the 
world. Approximately 235{-, of the total population of Japan is concentrated in the three metropolitun 
areas of Tokyo, Osaka and Nagoya. Japan's avert1gc annual rate of population increase during the 
years 1965-1974 was 1.2% as compared with 1.0%, 0.6% nn<l 0.870 fo r the United States, the Federal 
Republic of Germany and France, rcspccti,·cly1 as set forth in Jupa11csc Government statistics and The 
Domograpllic Yearbook, 1974, published by the United Nations. 

Government 

Under Japan's present Constitution, which became effective on May 3, 1947, legislative power is vested 
in the Diet, which consists of a House of R<:prcscnLntivcs having 491 members and a Hou~e of Councillors 
having 252 members. Members of both Houses arc clcclcd by direct universal suffrage. 'fhe c.xccutive 
power is vested in the Cabinet consisting of a Prime Minister, appointed from among the members of the 
Diet by the Emperor upon designation by the Diet, and other Ministers, a majority of whom must be 
members of the Diet, appointed by the P rime ~Jinis tcr. The judidnl power is vested in the Supreme Court 
and such lower courts ns arc established by law. 111 general, one District Court has been established in each 
prcfcctun.:. Appeals from District Court decisions arc taken lo a regional High Court, of which there arc 
eight, nnd, within certain limits, appeals from the decisions of a. High Court may be ma<le lo the Supreme 
Court. 

Jnpan's prefectures, cities, towns nnd villages have a certnin degree of local nutonomy through 
popularly elected legislative bodies and chid executi ves (the prefectuml governors nnd, in the case of 
cities, towns and villages, the rnnyors). The cent rnl r,ovcrurncnt exercises its influence on local govern­
ments ~ndirec tly through finnncinl aid nnd prescription of sta11dnrcls of local a<lmi11i stratio11. 

Political Parties 

The five major political parties rr.prescntcd in the Diet arc the ruling Libcr:il Democratic Party, the 
Japan Socialist Party ( the lnrgest opposition p;irly), the J ap:-m Communist Pnrty, the Komcito ( C!e:i.:i 
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Government Party) and the Japan Democratic Socialist Party. Japan has been governed nationally by 
conservative political parties for more than 25 years. The ruling Liberal Democratic Party has re.:naincd 
in power nationally since its formation in 1955, although its percentage of the popular vote has declined in 
recent national elections. 

The present Cabinet has been headed since December 9, 1974 by Prime Minister Takeo Miki who has 
served as a member of the Diet r.ontinuously since 193i. 

Members of the House of Representatives are elected for terms of four years unless the House of 
Representatives is dissolved prior to the expiration of their full elected terms. The present term of the 
members of the House of Representatives expires in December 1976. Members of the House of 
Councillors are elected ~or terms of six years with one half of the membership beini elected every three 
years. .. 

The following table compares the results of the most recent general elections for the House of · 
Representatives and for the House of Councillors with results of the elections for those Houses in 1963 

· and 1965, respectively. Intervening elections were held for the House of Representatives in 1967 and 
1969 and for the House of Councillors in 1968 and 1971. The table also shows the numbet' of seats held 
by each party on July 1, 1976. 

House of Representatives 
Scats 
held 

November December July 
1963 1972 1, 1976 

House of Councillors 

July July 
1965 1974 

(percentages or the populu vote and numbers of members) 

Libera.I Democratic Party ......• 54.7% 294 46.8% 284 269 45.7% 141 41.9% 127 

Japan SociaUst P3.rty • • • • • • • • • • • 29.0 i44 21.9 118 114 28.l 73 20.6 62 

Ja11:1n Communist Party ....... . 4.0 s 10.S 39(a) 39(a) 5.7 .. 10.7 20 

Komcito ( Oe:lll Government 
Party) ............ ' ......... 8.5 29 30 9.4 20 12.J 24 

Japan Democratic Socialist P1uty 7.4 23 7.0 20 19 6.0 7 S.2 10 

Others 4.9 ··········· ·············-- I S.3 6 5.1 s 9.J 9 

Total .•••••••• ••• •.• •• • too.oro 467 lOOMo 491 477 (b) 100.0'fo 250 100.0% 252 
- -

( :i) Includes one allied member. 

(h) 0 11 J1~ l:t 1, 1976, there were fourteen vnc:mcics. 

Treaty Relationships 

Scat• 
hdd 
July 

1,1976 

128 

62 

20 

24 
10 

8 
252 

Japnn is n party to many importnnt treaties. Since the end o( World \Vnr JI, the Treaty of Peace wit't 
Jnpnn hns been ratified by j apan, the United States nml 43 other countri t>.s. Oiplomntic relations now :ilso 
exist with the Soviet Union, the Republic of Korea :ind the People's Hcpublic of China. Japan nnd the 
United States arc parties ton mutunl security trcnty. 

l n J<>55, Japan becume n party to the Genernl A~:rcemc11t on TMiffs a11<l Tracle. As n mi\ jor trnding 
nation, Japan hns nlso cnterccl into 111:\tly trcntic!l nnd agreements concerning commerce and trnde and 
conventions for the avoilfancc of double lnXtltion. 

Internntional Orgnnlzntions 

Jnp:m is a 111cmuer of the.: United Nntions n11d othrr i11tcrnatio11.d ort:11ii1at ion~. includi:l(; the 
Jntcrn:it ionnl Monetary Fund, the l ntcruation:il Bank for Rcconstructio11 :111<l De,·e!op:ncnt, the 1 ntcr· 
nnt ional Dcvclopmcnl Association, tlic l11Lcrnntio11nl Finnnce Corporntion, the Asian Oc\'clopmcnt B:t:L\\, 
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the African De\'elopment Fun1 ~nd the Organisation for Economic Co-operation and Development, and 
Japan will al so become a member of the Inter-American Development Dank on July 9, 1976. See 
"Japan P ublic Debt-Subscriptions to International Financial Organizations". 

THE ECONOMY 
General 

Japan has a highly developed and diversified economy. Over the past 25 ;ears, Japan experienced 
significant economic development and during the ten and five year periods ending JFY 1975, Japan's 
gross national product at constant prices increased at compound annual growth rates of 8.lcyo an<l 4.7%, 
respectively. The increase in gross national product was sustained by a high level of savings and invest­
ment in both the private and public sectors. The percentage of gross domestic i1vestment to gross national 
product averaged 37% during the ten year period ending JFY 1975. Savings by individuals, expressed 
as a percentage of personal disposable income, averaged approximately 217'o during the ten year period 
ending JFY 1974. 

In 1973 aud 1974, Japan's eronomy was beset by a number of adverse factors including increases in 
costs of imported materials (parliLularly oil), shortages of supply and excess dema1d. In order to cope 
with the resulting high rate of inflation, the Government pursued fiscal and monetart policies designed to 
restrain total demand and sought to maintain price stability through legislatior. and administrative 
guidance. Although inflation has moderated, Japan's growth trend was reversed and gross national product 
at constant prices decreased by 0.2% in JFY 1974. 

Recessionary co11ditio11s in Japan caused the Government in 1975 to adopt a series of budgetary, mone­
tary a11d other measures designed to initiate a rnodcrllc econor.-ic recovery. As these measures began to take 
effect, the economic dec:line was halted in the first quarter ot 1975. There is evidence of an cconomic 
recovery which has recently begun to increase in pace, and in J Fx 1975 gross national product at constant 
price.; registered a 3.1 % increasc over ] FY 1974. 

Role of Government in the Economy 

Japan's ceonomy is a market economy in which industry and commerce are predominantly privately 
owned and operated. However, ever since the beginning of Japan's industrialization approximately a 
hundred years ago, the Government has cMtinue<l to be highly involved in establishing and meeting 
objective!l fo r developing the economy and improving the standard of li ving of its people. This involve­
ment can b t! attributccl in part to the ncecl lU alloc;ne cfl'ccti\'clr the li mitccl supply of capital and, in view 
of Japan's dependence upon foreign so11rccs of raw materials, the need to direct trndc and manage foreign 
exchange reserves. 

In order to achic\'C its economic ol>jecti,·es, the Government has generally relied on providing the 
prerequi site business c11 vi ro11111cnt and ad111iuist l':itivc guidance. The ho111ogcncity of Jap::111est: society nncl 
the teu<lcncy of Japanese people to rcnch important clccisio11s .JY consensus have gencrnlly resulted in 
agrccnwnt between the Government n11d the private scctM 0 11 major economic policy matters. Consen!.US 
arises fro111 i11lc11 sc nnd sust:iined co1111111111ic:\lio11 ~1 n<l 11111t11nl rccog11itio11 of the importance of stencly nnd 
sound economic growtli. The ngcncics of the Government primarily co11ccrnccl with economic policy nnd 
it s i111plr1nc11tation nrc t.1c Economic Pl:111ni11g Agency, the Mi11istry of Finance nn<l the Ministry of 
International Trn<lc anti ln<l11~try. The 1Ja11k of j :lpa11, Japan's central Lank, also acts in this field. 

Thi! Economir Pl111111i11g A~cnry is responsible for formulnting basic poli~y and preparing nntit. i at 
cco11ornic 111·ogra111 ~. Ovt•rall direction of tlic c1·011omy is l'xcrcised by the Ministry of Fin:rncc by me:i:u of 
fi scal policy in coopcr;1tion with the rcspcclivc 111i11istrfr 1 :ind uy mc:iw1 of 111onctnry policy in nssociation 
with The Jfank of Japan. The ~l inistry of [11tcmnticm:il Trade :111ll lnJustry, ns well as other mini.-.tries 
such as the ~linist ry of Ai;riculturc :iml Forc~lry and the ~l i11i stry of Construction, <lc\'clop .,ped;i l 
industry oujccti\'CS within the Lroad c.:co110111ic f rnnwwork. 111 order lo provide a fa\'o raLlc Cll\'ironmc:it 
for the dc,·.:lup111cnt of !iJll'cific i11<h1 s tril'~. the (i11n:rn111c11t oft en u .. cs ad111inisl1ati\'c 111c:isures as \.etl 
us li sc:\l m.:asurc.> such <1!1 loa11 s fro111 Govcrnn1c11t (1 1:inci:il institutions. 

27 



Gross National Product and National Income 

Data pertaining to gross national product for JFY 1970 through JFY 1975 are set forth in the follow;ng table. 

Gross National Product 

Pcrc:entagea 
JFY of JFY JFY JFY JFY JFY 1975 ]FY 1970 1971 1972 ~ 1974 Pro?islonal 1975 GNP 

(in billfona of yen) 
Tot.al Consumption 

Private ..........•............... ¥37,521 ¥42.459 ¥49,082 ¥ 59,361 ¥ 73,449 ¥ 84,772 56.9% 

Public ........•.............•.•.. 6,029 7,130 8,440 10,411 14,172 16,609 11.1 
43,550 49,589 57,522 69,772 87,621 101,381 68.0 

Tot.al Gron Investment 

Printe 

Producers' Durable Equipment 14,495 14,908 16.724 22,387 22,820 20,454 13.7 

Addition to Business Inventories 3,057 1,957 2,021 4,009 3,861 1,554 1.0 

Rcsidcntfal Construction •••••• 4,828 5,215 7,038 9,878 9,667 11,044 7.4 
22,380 22,080 25,782 36,274 36,348 33,052 22.1 

Public ........ .................. 6,188 7,668 9,480 10,595 12,920 14,504 9.7 
28,568 29,748 35,262 46,869 49,268 47,556 31.8 

Surplus 0£ the Nation oo Current Ac- .. 
count 

Exporu of Goods and Services :ind 
Other Receipts fror, Abroad .... 8,657 10,001 10,728 13,178 20,563 20,778 JJ.9 

Lc:ss: Imdcrts of Goods and Scrv-
icu a.n Other Payments Abro:ad (7,il9) (7,761) (8,783) (14,215) (21,112) (20,623) (13.8) 

Surplus of the Nation on Cur-
rent Act:ouot •••••••••••••• 928 2,240 1,945 (1,0J6) (549) 155 0.1 

Gross National Product at Current 
Prices ............................. ¥73,046 ¥81,577 ¥94,729 ¥115,605 ¥136,339 ¥149,092 ]1)0.0% --- -Gross Nntiooal Product at Coruta.nt 
Priccs(a) ························· ¥72,144 ¥77,4 • ¥84,981 ¥ 90.435 ¥ 90,268 ¥ 93,057 -

Pcrccnbl(c Increase ol GNP OYCr Pre-
vious Year 

At Current Prices .. .............. 17.3% 11.7% 16.1% 22.0r., 17.9% 9.4% 
At Constant Pritc.\(a) ... .. ..... .. lOA 7.J 9.8 6.4 (0.2) 3.1 
Dc8~tor ....•.....•.. , ... ... . .... 6.3 4.1 S.8 14.7 18.2 6.1 

(n) Constant prices :ire based on calendar year 1970. 

Soarcc: Economic Planning Agency, Annual Report on National Inconu Statistics. 
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The following table set!i forth the proportions of national income (computed by subtracting 
depreciation and indirect taxes from gross national product and adding Government subsidies} contributed 
b;; major sectors of the economy for JFY 1970 through JFY 1974. 

National Income by Sectors 
JFY JFY 
1970 1971 

Agriculture, Forestry an9 Fishing • . . • • . • • 7.4% 6.5% 
Industry 

Mining .................. . ....... . 
Construction .. .. ... ........ . ..... . 
Manuf ac,uring ... .... .. ........... 

Total ......... ..... . .... . 
Services and Other 

Wholesale and Retail Trade ... . .• ... 
Finance, Insurance and Real Estate ••• 
Transportation, Communication and 

Other Public Utilities ..... .. .....• 
Services ...... .. ..... . ........... . 
Public Administration ... . ••• •.•••.• 

Total . .. . ............... . 
Net Income from Abroad ......• . ••. .• •.• 

0.6 
7.5 

30.4 

38.5 

18.1 
11.3 

8.0 
13.3 
3.7 

54.4 
(0.3) 

0.6 
7.9 

29.5 

38.0 

18.5 
11.l 

8.0 
13.9 

4.1 

55.6 
(0.1) 

JFY 
1972 

6.7% 

0.5 
8.3 

28.3 

37.1 

18.0 
12.1 

7.8 
14.0 
4.2 

56.1 
(0.1) 

Total ............•••• 100.0fo 100.0% 1C1v.O% 
= 

(in billion' of yen) 

JFY 
1973 

6.8% 

0.4 
8.6 

27.6 

J6.6 

18.0 
13.4 

7.1 
13.9 
4.2 

56.6 
(0.0) 

100.0% 

National Income at Current P rices •...••. 
Percentage Increase in National Income at 

Current Prices over the Preceding Fiscal 

¥59,141 ¥65,898 ¥76,310 ¥91,.,JS 

Year . . . ... . ...... . ..... . ....... .. . . 18.7% 11.4% 15.8% 20.3% 

Source: Economic Planning Agency, Annual Report ou National !11com1 Statistics. 

JFY 
197+ 

6.3% 

0.6 
8.5 

28.2 

37.3 

19.8 
11.4 

6.6 
14.1 
4.8 

56.7 
(0.3) 

100.0% 

¥112,757 

22.8% 

Industry 
Industry in Japan is almost entirely privately owned and operated. The principal excepli.->ns arc the 

main part of the railroad system, the telegraph nnd telephone system and the tobacco and salt monopolies, 
all of which nrc operated by public corporations wholly-owned by the Government. In addition, the major 
airline and a corpor:ition which constructs large-scale hydro·dectric projects are partly owned by the 

Government. 
'l11e table below sets forth various average indices of industrial production for specified periods: 

Average Indices of Industrial Production 

All Industry (except public utilities) . ... ...• 
Capital Goods .............•.. .. . . . ....... 
Construction Materials ............. .. ....• 
Durable Consumer Goods . .......• ... . . •... 
Non-du~ble Consumer Goods ... ...... . ... . 
Producers• Goods ...... .. , ....... . . ... ... . 

JFY JFY JFY JFY 
1970 1971 ~ 1973 

101.4 
101.9 
100.7 
101.2 
101.4 
101.3 

(c:llendar yc:ir 1970 = 100) 

103.4 113.9 129.3 
100.1 110.4 130.4 
102.3 1 li'. l 133.0 
109.9 123.4 138.0 
102.l 105.7 116.8 
104.0 115.3 129.8 

Source: Ministry of Intemational Trade and Industry, l11d1tstrial Statistics Monthly. 
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~ 

117.1 
123.9 
110.7 
130. 1 
113.1 
11 3.1 

JFY 
197'i 

112.9 
111.7 
10-t.5 
136.3 
11·~.4 
1($.5 



Man11fact1tri11g. ' Japan is a leading manufacturing nation. Its economy is characterized by large­
scale, capital-intensive industries and products in which the relative content of imported raw matc:ic.ls is 
low and the relative content of value added through manufacture is high. Japan is noted for the manu­
facture of such products as automobiles, electric and electronic equipment, precision optical goods and ships. 

Mining. Japan is very heavily dependent on imports of basic extracted raw materials. In JFY 1974, 
75% oi Japan's overall coal requirements and 99% of iron ore requirements were imported. Import 
percentages for other extracted raw materials were 93ro for copper, 73% fer lead, 67% for zinc, 100% for 
bauxite 1.nd 100% for nickel. See "Energy and Electric Power" for a discussion of Japan's dependence on 
imports of oil. 

Transportation. Domestic transportat:Jn is provided by railways, coastal shipping, motor vehicles and 
airlines, with a marked increase during the past ten years in motor vehicle transportation. 0£ total freight 
transported in JFY 1974, railways accounted for 14.0ro, coastal shipping for 51.2% and motor vehicles for 
34.8%. Of total passenger transportation in J FY 1974, railways accounted for 46.7%, motor vehicles 
(including buses) for 49.6% and domestic airlines for 2.5%. 

Japan's extensive railway system is generally considered to be e."<ccllent, and its national road system 
is continually being improved. Japan's merchant marine Beet is one of the largest in the world and has 
been expanded from 12.0 million gross t:>ns in July 1965 to 39.7 million in July 1975. 

Energy and Electric Power 

The following table sets forth total primary energy supplied and total energy conswned and the major 
sources of primary energy expressed as a percentage of total primary energy supplied for JFY 1970-1974. 

Total Primary. Sour«a of Primary Total Energy 
Energy Sup~lied 

Energy Supplied Consumed 
(tens of trillions Hydro- (tens of trillions 

JFY of calorics) Oil Coal Electric Other of calorics) --
1970 .... ........ , ... 310,468 70.8% 20.1ro 6.3% 2.2% 284,091 
1971 ............ .. .. 320,611 73.5 17.5 6.7 2.3 297,385 
1972 ... ... .. ......... 344,338 74.9 16.6 6.3 2.2 321,509 
1973 ....... ......... 382,576 77.6 15.5 4.6 2.3 354,051 
1974 ...... .. ........ 383,529 74.4 16.6 5.4 3.6 338,7.ll 

Source : Agency of Natural Resources and Encrt,')', Energy Statistics (not published in English). 

Since Japan's production and reserves 0£ oil arc nominal, over 99% of its crude oil requirements in 
JFY 1974 were imported, with the principal source being the Middle East. The following table sets forth 
infom1ation regarding in1ports of crude oil: 

Volume of imports . ... . . .. . 
(millions of bbls/day) 
Cost of imports .. . .. . . . ... . 
(c.i.f. in millions of dollars) 
Average JJricc . . . .. . . . .... . 
(c.i.£. in ollars per barrel) 

-----

JFY 
1970 

3.5 

~2,372 

$ 1.84 

JFY 
....!!?.!..._ 

3.9 

$3,288 

$ 2.30 

JFY 
1972 

4.4 

$4,154 

$ 2.57 

JFY 
1973 

5.0 

$8,673 

$ 4.75 

Source : Ministry of Finance, The Summory R:porl of Trade oj Japan. 

JFY 
1974 

4.8 

$19,995 

$ 1 l.51 

JFY 
1975 

4.5 

$19,756 

$ 12.05 

Dccause of Japan's dependence upon imported oil, :my sub!ilanti:ll increases in oil prices, such as 
those in the fo ll of 19i3, have a large negative impact on Japan's economy and its bnla ncc oi parrr.cnts. 
The Go\'ernment is considering various measures to promote energy conservatio11 and lo rcd:.icc Japan's 
dependence on imported crude Jil. 
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In 1974, Japan ranked third among the world's nations (after the United States and the Soviet Union) 
in the generation of electricity. In addition, Japan has one of the highest rates of household electrification 
in the world. Total generating capndty and electric power generation for JFY 1970 through J FY 1974 are 

set forth in the ta!>!e below. 
JFY JFY JFY JFY JFY 
1970 1971 1972 1973 1974 

(megawatts) 

Generating capacity(a): 
Hydro-electric ...• • . • •. . ••••• 19,994 20,176 20,734 22,589 23,546 

Fossil Fuel .... . ... . ... . ...• 46,932 54,964 62,726 70,617 76,755 

Nuclear ... ........ .... ..... 1,336 1,336 1,836 2,296 3,905 
- - -

Total .............. 68,262 76,475 85,296 95,502 104,207 

(thousands of megawatt hours) 

Electric power generation : 
Hydro-electric . . . . ...... . ••.• 80,090 86,753 87,923 71,678 84,780 

Fossil Fuel .. . .. . ........ .. . 274,868 2~.804 331,074 388,902 354,562 

Nuclear ..... .. ....... ...... 4,581 8,010 9,480 9,707 19,699 

Total .. .... ........ 359,539 385,567 428,477 470,287 459,041 

(a) At end of fiscal yt:.U". 

Agriculture, Forestry and Fishing 
While only one-fifth of its total land area is arable, Japan has a high overall degree of self-sufficiency 

in food for human cons11mption. In the production of rice, which is a staple food grain of the J~ ....... :.c 
people, Japan has achieved almost complete sel£-sufficiency. However, growing demands £or . variety of 
food items have caused n decline in overall self-sufficiency in food for human consumpt:..,n from 81 % in 
JFY 1965 to about 72o/o in JFY 1974. The principal imported agricultural foodstuffs arc whe:it :rnd 
sugar. Japan also imports all of il s requirements of cotton and a large portion of its requirements of 

soybeans and maize. 
An estirnakd two-thirds of Japan's area is forested and produces lumber of good quality. Never­

theless, fast growing demand for wood aml wood products, particularly for use in construction am! for 
pulp :lnd paper, has resulted in a steady incre.isc in imports Imports of such products incrc.'\sed from 
Z6.3?"o of total con:;umption in 1965 to 64.81}'0 in 1974. 

Japan is one of the world's leadinr, fishing nations :mu has a high per capita fi sh consumption. The 
Japanese deep-sea fishing indust ry operates on a world-wide basis but is subject to extensive restrictions, 
generally imposed by bilateral agreements with other countries. 

Price Indices 
Information concerning chan~cs in J np:m's wholesale and consumer price indices is set forth below. 

JFY 

1971 
1972 
1973 
1974 
1975 

........... ...... ... ' ....... .. .. . 
t It t t It ft t. •. t •••• t t • • • t I. t • • t t t t 

........................... .. ... 

....... ... ........... .......... .. 
I I I It t I I I I I f I I It It I I I o I It I• I I t I 

Wholeaalo I ndcx(a) Consumr.r Jndcx(b) 

lndex(c} 

9<.>.1 
102.3 
125.4 
154.8 
158.1 

Annual /\nnunl 
% Change Index(c) % Chnnge 

(0.8) ,'c> 107.2 5.i ~'<> 
3.2 112.8 5.2 

22.6 131.0 16.l 
23.4 159.6 21.8 

2.1 176.2 1 OA 

(a) All commodit:ic-;, Source: 'fhc B:i nlc or Japau, IV/10/csnlo /,rice Ind ox. 
(b) Source: Qffi('c or the Prime t' tiniqcr, Co11rn111er Price: ludc.r. 
(c) Calendar ya1· 1970= 100. lndiccs cAi.lculatecl on the basis of monthly nvcrngCJ. 
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The increases in wholesale and consumer prices in JFY 1973 and 1974 were due in part to the gen1.;al 
shortage oi supply in.r_elation to demand and to the unprecedented increzse in imported oil prices. 

I 1bor 

Japan's employed population was estimated to be 51.4 million at the end oi 1975. Of this number, lO]"o 
was employed in agriculture, forestry and fishing, 37% in mining, construction and manufacturing 
industries and 53% in trade, finance, transportation and other service industries. The contributions made 
to the JFY 1974 national income by these industries were 6%, 37% and 57 fo, respectively. 

The unemployment rate in Japan averaged l.57'o during the JFY 1971-1975 }'.ieriod and was 2.05"o in 
April 1976. However, Jap;m's low rate of unemployment re:. .:ts primarily from the custom of Japanese 
companies not to reduce· their work forces during periods of recession and for workers to remain with a 
single company for their entire careers. The ratio of the number of job openings to the nwnber of job 
applicants, which averaged 1.14 during the JFY 1971-1975 period and was 0.64 in .May 1976, is also 
used in Japan as au indicator of the availability of employment. 

In recent years, w:ige increases have been granted by manufacturing and other i:1dustries at rates 
which have C.'<ceeded gains in fabor productivity. Substantial wage increases occurring in ]FY 1974 were 
accompa.ued by a decline in productivity. Because it is not customary for companies to re<lucc their work 
forces during recessionary perio..! r,, producLivity tends to decline with industrial production. 

The following table sets forth information regarding the wage and productivity indices for the 
indk ted periods: 

Wage Index( a) Productivity Int!cx~b) 
Annual Annual 

JFY I ndex(c) % Change Indcx(c) _%Chango 

1970 ..... ........ ........... .. ' . ' . ' .. 103.1 18.1% 101.3 8.6~~· 

1971 .. ....... .. ...... .. .. .... .. ...... 117.S 14.0 106.2 4.8 

1972 ... ... .. ........ .. .... ... .. ... ... 136.8 16.4 121.5 14.4 

1973 .. ... ..... .... ... ... .... .... . ' ... 166.5 21.7 142.7 17.4 

1974 ............ ... ... ..... ......... . 214.4· 28.8 135.6 (5.0) 

1975 .. ... ........ ..... .......... ... .. 2'10.4 12.l 136.7 0.8 

(n) Source: Ministry of Labor, Monthly Labor Stnlistic.f. 

( b) Source: J npnn Productivity Center, Q11arlcrly J 011r11al o J Productivity. 

( .:) Cnlcndar year 1970=100. Indices calculated on the basis oE monthly averages. 

Education, Social Welfare and Housing 

Japan has traditionally maintnined n high level or education which, since World Wnr II, ha.s been 
reflected In substantial cxpansio11 of its educational facilities. Education is compulsory between the ages of 
6 nm.I l 5, end the proportion or students entering senior high school thereafter h:is risen from 71 % in 1965 
to 92ro in 1975. The proportion or senior high school graduates who enroll in institutions of hit:hcr 
education hns risen Crom 25% in 1965 to 349'0 in 1975. In the JFY 1976 u11tlget, 12% of cx~nd:tures 
ar<~ ullocated to education nnd science. 
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Japan has been expanding. budget expenditures for a social welfare program providing old age 
pensions for the entire working population (including the self-employed), national health insurance and 
unemp1oyment insurance. In the JFY 1976 budget, 19.8% of expenditures are allocated to such pro· 
grams l excluding pensions for veterans and Government officials). Government sponsored pension and 
social se~urity p:-ograms are thus generally as extensive in scope as those of most other develo?C<f 
countries. However, Government social welfare expenditure as a percent of national income is relatively 
low becaus'! the percentage of older pers )OS in the population is low and the pension system is not fully 
developed. 

Since lS.66, the Ministry of Construction has established Five Year Plans for the construction of 
housing, incluc!ing construction by private industry. During the first four years (JFY 1971-1974) of the 
second Five Year Plan of Housfog Construction, approximately 6.77 million new housing units were 
built, of which 1.39 million were built in JFY 1974. The central and local governments provide assist­
ance in the Conn of loans and subsidies for the construction of housing, including grants for low i11come 
housing. 

FOREIGN TRADE AND BALANCE OF PAYMENTS 

Foreign Trade• 

Overseas trade is vital to Japan's economy. For the five yea. period ended December 31, 1975, 
exports and imports averaged approximately 10.5% and 10.3% of gross national product, respectively. 
Since the latter part of 1973, ]<!pan's terms of trade deteriorated, primarily as a result of increases in the 
price of oil. 

Foreign Trade of Japan 

Unit Value Japan aa % 
Vnluo Indcx(a) Volume Indcx(n) Indox(a) of World Tradc(a) 

Terms of 
Ex~rts Imports Ex~rts Imeorte Exeorts ImEort11 Trade(b) _Exports Imports 

19i1 . . ' .......... . . " .. ' 12.t.3 10-1.4 120.2 9!1.9 !OJA tots 98.9 7.6% 6.0% 

19i'2 .... ............... 148.0 124.4 128.S 112.9 115.2 110.2 104.S 7.6 6.1 

19i'3 ............... . .. . 191.2 202.9 134.9 144.S 141.7 140.4 100.9 7.1 7.3 

19i'4 .•• •••••••• ••••••.• 287.S 329.0 158.0 141.2 182.0 233.0 78 l 7.2 8.1 

19i'S •••••••••••••.•• . •• 288.6 306.S 161.2 123.S 179.0 248.2 72.1 

(n ) Statistics upon which the indices arc based are expressed in tlollars and have been translated nt 
the- rntc of ¥360 to the dollar for periods prior to August 1971 1 nl the rate of ¥308 to the doll<1r for the 
period from January 1972 to January 197J and on a floating r:i te basis for all other periods. Calendar 
year 19i0::100. 

(b ) Unit value of exports divided by unit value o( imports. 

Source: ~Iinistry of Finance, Tire Summary Report of Trad~ of Japo11,· Intcmation::il Monetary Fund, 
Intcrnntionnl Financial Stnli.stics. 

•In this section exports arc stated <.Ju nn f.o .b. basis and imports on a c.i. f. b:isis. l\lonet:iry figures 
nre based on nctual movements of goods ns cnlculntcd hy the Ministry of Finance. This method oi co:11-
putatio11 differs from thnt used in determining balnncc of payments, in which both exports :md impor:s are 
stated on an £.o.b. basis, 
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Composition oi J apan's Exports and Imports (a) 

1971 1972 1973 1974 1915 

(dollar amounts in millions) 

Japan's Exports 

Textiles .• . .. •. . ...• •. . . .. .. •• $ 2,772 12% $ 2,926 10% $ 3,279 9% $ 4,065 7% $ 3,il9 
Metal & ~fetal Products •.•• •• 4,570 19 4,871 17 6,821 18 13,691 25 12,516 
Machinery & Equipment: 

Ships .. .................. 1,849 8 2,399 8 3,819 IO 5,600 10 5,998 
Motor V chicles ........ . .. 2,373 10 2,965 10 3,612 10 5,227 9 6,190 
Radio Receiver~ •••••••• ~. 791 3 1,033 4 1,243 3 1,359 2 1,324 
Motor(.yclc.s .............. 612 2 830 3 855 2 1,394 3 1,157 
Othe ~·s . .. ... . .. ..... , , . .. 6,249 26 8,150 29 10,836 30 14,311 26 15,335 

--
Total .................. 11,874 49 15,377 54 20,365 SS 27,891 50 30,004 s 

Chemicals . ••.•...••.•••••. , •• 1,486 6 1,784 6 2,147 6 4,059 7 3,889 
Fo.xls & Beverages . ..•..•.... 679 3 666 2 841 2 846 2 760 
Other Exports .... ......... . .. 2,638 11 2,967 11 3,477 10 4,984 9 4,863 -- -- --

Total ················ $24,019 100% $28,591 100% $36,930 100% $55,536 100% $55,753 IC 
-- - -- - -- - -- - -- -

Japan's Imports 

Foods & Beverages .. .. ....... $ 2,917 15% $ 3,607 15% $ 6,009 16% $ 8,122 13% $ 8,815 
Tutile Materials ............ 958 5 1,348 6 2,187 6 1,861 :; 1,524 
Chcrnica ls •••••••• • •••••• •• • •• 999 5 1,148 5 1,865 5 2,668 4 2,057 
Mfocral Fuels: 

Petrolewn ••• .• •.•••. • ••. • 3,048 15 3,927 17 6,000 16 18,898 JO 19,644 3 
Others ••• • •.••••• , ••••• . • 1,703 9 1,788 7 2,327 6 5,9<J7 10 5,997 --

Total .......... ' ..... 4,751 24 5,715 24 8,327 22 24,895 40 25,641 4 
Metal Ores & Scrap .. . .. . ..... 2,527 13 2,488 11 4,033 10 5,328 9 4,417 
Lumber •• . •• •••••• ••• . .• • •.. • 1,459 7 1,727 7 3,411 9 3,683 6 2,621 
Mncl1incry & E..uipmcnt •. •. .. 2,409 12 2,592 11 3,486 9 4,748 8 4,286 
Other Imports •• •• . • ••• .• •.... M92 19 4,846 21 8,996 23 10,805 17 8,502 -- -- -- -- --Total .. .. .. ...... $19,712 100% $23,471 100% $.l~.3 14 100% $62,110 100% $57,863 101 -- - -- - - -- - --
(a) Dollar amounts have been translated as set forth in Note (n) on page 33. 

Source: Ministry of F inance, The Summary Report of T1·adc of Japan. 



Geographic Distribution of Japan's Exports and Imports(a) 

1971 1972 1973 1974 

(dollar amounts in millions) 
Japan's Exports 

Developed Areas 
U.S.A ..•••••• ••...•• . .... 
E.E.C. (9 countries) ...... 
Australia •••.. • . . ..••.. . . . 
Canada •.•• ••••..•• . ...... 
Others ••••. . •. . •••..•.•.. 

Total ...... .. ...... .. 

Developing Areas 
Asia . .. . . . ....... . . . .... . 
:Middle East ...... ....... . 
Latin America ...... . .... . 
Africa • .• •• •••••••••• •.... 
Others ••••• . •• .. •••. • , ..• 

Total ••••.•• •. •. .. . .. 

Communist Areas 
Soviet Union . ........... . 
China •• ••• ••.•..• ••••..•• 
OU,1crs ••••••• ••• •• ••••.•• 

Total •• . ...•.••• . . . .. 

Total 

Ja11an's Imports 
Developed Arca! 

U.S.A . •• . •..•. . ...•••••.. 
E.E.C. (9 countrieJ) •.. .. . 
Australia ..•.. . ••• , • , , .•.• 
Canada •• . • ••• • .. ••... .. •. 
OU1ers • , .• . .•.• •••••..... 

Tot."\I ......•..••••• . . 

Developing Areas 
Asia •..•. • . . •....••... . .. 
Middle East ...... .. ..... . 
Latin America .... ...... .. 
Africa ...... ..... ... . . .. .. 
Others . . .... . .... . . .. ... . 

Total •.....•••.•. . ... 

Communist A rcas 

$ 7,493 
2,296 

719 
876 

1,641 

13,027 

5,763 
825 

1,592 
1,536 

118 

9,834 

377 
578 
193 

1,148 

$24,019 

$ 4,979 
1,605 
1,752 
1,004 

938 

10,278 

31% 
10 
3 
3 
7 

54 

24 
3 ., . 
6 
l 

41 

2 
2 
1 

5 

100% 

25% 
8 
9 
s 
5 

S2 

3,404 17 
3,013 IS 
1,338 7 

590 3 
145 

8,490 43 

Soviet Union • •• .. .. .. . .. . 496 3 
OUna •••• ••• • •••. •••••• .• 323 2 
Others •.••........ , . . . . . • 125 

Total . • . . . . . . . . . . . . . . 944 S 

Total .. . .. . . . .. .. $19,712 100% 

$ 8,848 
3,299 

728 
1,104 
1,980 

15,959 

6,310 
1,174 
1,980 
1,586 

137 

11,187 

504 
609 
329 

1,442 

$28,591 

$ 5,852 
1,9S9 
2,205 
1,149 
1,167 

12,332 

31% 
12 
J 
4 
6 

56 

22 
4 
7 
6 

39 

2 

2 

5 

100% 

25% 
8 
9 
5 
6 

SJ 

4,171 18 
3,491 lS 
1,418 6 

692 3 
140 

9,912 42 

594 J 
491 2 
141 

1,226 5 

$2J,47 l 100% 

$ 9,449 
4,400 
1,193 

999 
3,005 

19,0~6 

8,931 
1,774 
2,761 
2,305 

1S8 

15,929 

484 
1,039 

431 

l,954 

$J6,930 

$ 9,270 
3,177 
J,49S 
2,0IS 
1,828 

19,78S 

26% 
12 
3 
3 
8 

S2 

24 
s 
s 
6 

43 

1 
3 

s 
100% 

2-1% 
8 
9 
s 
6 

S2 

7,95J 21 
4,941 13 
l,95S s 
1,067 3 

326 

16,242 42 

1,078 3 
97-l 3 
234 

2,286 6 

$38,314 100% 

(a) Dollar amounts have been translated os set forth in Note (a) on page 33. 

Source: Ministry of Financf!, Tho Smmnary Raporl of Trade of Japan. 
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$12,799 
S,968 
1,998 
1,587 
4,069 

26,421 

12,695 
3,680 
S,069 
3,5J9 

204 

25,187 

1,096 
1,984 

847 

3,927 

$55,SJ6 

$12,682 
3,982 
4,025 
2,676 
2,417 

25,782 

23% 
11 
4 
3 

7 

48 

23 
7 
9 
6 

45 

2 
4 
1 

7 

100% 

20% 
6 
7 
4 
s 

42 

12,497 20 
lS,920 26 
2,713 4 
1,583 3 

461 

3J,174 SJ 

1,418 2 
1,JOS 2 

418 1 

3,141 s 
$62,110 1007o 

1975 

$11,149 
5,675 
1,739 
1,lSl 
3,720 

23,434 

12,543 
6,075 
4,765 
4,087 

162 

27,632 

1,626 
2,259 

798 

4,68J 

$55,7S3 

$11,608 
J,J71 
4,156 
2,499 
2,260 

23,894 

20% 
10 
3 
2 
7 

42 

23 
11 
9 
7 

so 

3 
4 

8 

iooro 

20% 
6 
7 
4 
4 

41 

10,S86 18 
16,477 29 
2,524 5 
1,111 2 

264 

30,962 54 

1,170 2 
1,SJ l 3 

305 

J,006 5 

$57,863 IOOfa 



Balance of Payments 

The following table indicates Japan's balance of payments fo r the years 19/l through 1975 : 

Current Account 

Goods 
Exports (£.o.b.) .. 
Imports (f.o.b.) . . 

Balance .... 

Services . . ..•..•.. . . 

Transfers ......... . 

Balance on Current Account 

Long-term Capital 

Assets(b) ..... . ... . 

Liabilities(b) .... • . . 

Balance . ... 

Basic Balance .... .. .. •. 

Short-term Capital Balance 

Balance of Payments of J apan 

1971 

$23,566 
. (15,779) 

7,787 
(1,738) 

(252) 

5,797 

(2,231) 

1,149 

( 1,082) 

4,715 

2,435 

1972 1973 1975 
(in millions of dollars) 

$28,032 $36,264 $54,480 $54,734 
(19,061) (32,576) (53,044) (49,706) 

8,971 

(1,883) 

(464) 

6,624 

(5,020) 

533 

(4,487) 

2,137 

1,966 

3,688 

(3,510) 

(314) 

(136) 

(8,468) 

(l,282) 

(9,750) 

(9,886) 

2,'107 

638 (.2,595)(c) --- ---

1,436 

(5,842) 
(287) 

(4,693) 

(4,063) 

182 

(3,881) 

(8,574) 

1,778 

(43) 

5,028 

(5,354) 
(356) 

(682) 

(3,392) 

3,120 

(272) 

(954) 

(1,138) 

(584) 

Three months ended 
March31, 

1975(a) 1976(a) 

$14,666 $15,703 
(12,744) (12,988) 

1,922 

(1,512) 

(68) 

342 

(630) 

837 

207 

549 

(5) 

2,715 
(1,519) 

(64) 

1,132 

(966) 

1,155 

189 

1,321 

(105) 

241 
Errors and Omissions .. .• 

Overall Balance .. . . •. ... 

527 

$ 7,677 $ 4,741 $(1'3,074) $(6,839) $(2,676) $ 
33 

577 $ 1,457 

(a) Seasonally adjusted for recurring inttu-year patterns of variation. 

(b) Parentheses indicate outflows of capital either as increases in assets or decreases in liabilities. 

(c) This deficit is estimated to have been caused principally by the readjustment of payment pro-
visions made by exporters and importers as a result of the floating 0£ the yen. 

Source: The Bank of Japan, Balance of Payments Monthly Report. 

The balance on current account registered a defici t for 1974 of $4,693 million largely due to the 
increased cost of oil imports. In 1975 such de~cit was reduced as a result of an overall decrease in 
imports. Long-term capitnl movements reached a record $9,750 million deficit in 1973 as a result of 
capital outflows principally consisting of direct investments an<l loans an<l net s;iles of portfolio invest­
ments by non-residents. ln 1974 the deficit in the net long-tenn capital balance was reduced as the 
result of rela...'Cation of controls on capital inflows and modifications of measures which had encouraged 
capital outflows and in 1975 because of portfolio investments by non-residents and the issuance of 
Japanese securities abroad. The 1975 deficit in the short-lenn capital balance principally reflected a 
decline in import credits. A':> a result of the increased tra<lc surpluses in 1975 nnd the first quarter of 
1976 and the various de\·elopmcnts described above, the o\·erall bnl:111cc of payments has shown con· 
siderable improvt'ment since 1973. 

Official Foreign Exchange Reserves 

Japan's official foreign C.'Cchangc reserves totaled $M. 18 billion equivalent on 1l:irch 31, 19i 6. 
This compares with official foreign exchange reserves of $16.46 billion, $3·J.69 billion :t:id $1 t .1 -f 
billion for the United States, the Federal Republic of Germany and France, respectively, on the sa:n~ 
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date, as set forth in lr.ternational Fi1la1icial Statistics of the International Monetary Fund. The follow­
ing table indicates the breakdown of Japan's official foreign exchange reserves as of the end of the yea· s 

indicated: 

Official Foreign Exchange Reserves of Japan(a) 

IMF Special 
Foreign Reserve Drawing 

Exchange Position Rights 

(in millions of dollars) 

As of 
December 31, ~ 

1971 • . • . . . . . • . • • • • • . • • • • . • $738 
1972 . . . . . . . . . . . . . . . . . . . . . . 802 
1973 . • . . . . . . . . . . . . . . . . . . . . 891 
1974 . . . . . . . . . . . . . . . . . . . . . . 905 
1975 . . . . . . . . . . . . . . . . . . . . . . 865 

$13,783 $532 $307 
16,482 620 461 
10,203 639 513 
11,347 739 529 
10,627 804 520 

Total 

$15,300 
18,365 
12,246 
13,519 
12,815 

(a) These reserves rio not include: ( i) net balance of bilateral accounts between The Bank of Japan 
and foreign central banks, (ii) certain balances held by the Ministry of Finance with Japanese banks to 
serve as working balances for the latter and (iii) foreign exchange holdings of commercial banks. AU 
data are given in dollar values calculated in accordance with I: :F methods of calculation. Gold is valued 
at SOR 35 per ounce, equivalent to $40.97 as of December 31, 1975. 

Source: International Monetary Fund, folernalional Fi11a11cial Stati.s!ics. 

External Position 0£ Banks 
Other than official reserves, the total external short-term assets and liabilities (due within om. year) 

of Japan, both private and public, consist principally of the external assets and liabilities of banks in J ;:pan. 

As indicated in the following table, lhc net deficit in the external short-Lenn position of ban!<s 
increased substantially in 1974. This increase resulted largely from borrowing by the banks to finance 
higher priced oil imports. In 1975 this position increased, due prindpally to increased borrowings by 
resident foreign banks to finance loans to Japanese fim1s. As a result of such borrowings, the official 
reserve position 0£ Japan has remained rcl:itively stable since the beginning of 1974-. 

Short-term External Assets and Liabilities of J apanese Banks(a) 

Aso£ 
Nftt 

December 31, Assets(b) Llabilitics(c) Position 

(in millions of dolloln) 

1971 .......... ....... ....... ...... . $ 6,020 $ 7,491 $ (1,471) 

1972 ...... ... ... .......... ........ . 8,864 8,356 508 

1973 ...... .... .......... ........... 10,003 13,468 (3,465) 

1974 .. . ' ... . ' ..... ........ ......... 13,085 24,676 (11,591) 

1975 .. ' ............ ...... .... . . . . . 12,947 26,418 (13,471) 

(a) Indicates assets an I liabilities arising out of claims 011 nnd linbilities due: to non-residents by 
Japanese banks. Branches of foreign h:111l<s in J apan arc considered to be Japanese banks. Foreign 
branches of Japanese banks arc considered to be non-residents. 

( b) Includes foreign deposits, export credits and loans lo banks and agencies nhroad but excludes 
assets rclate<l to official deposits which constitute a part of foreign exchange reserves. 

(c) Includes only the extcmal liabili ties or banks. Therefore, officinl liabilities, current maturities of 
long-term debt and short-term borrowings outside the h:inking system arc not inclmlcd. 

Source: The Bank of J :ipan, Economic Statistics M 011tl1ly. 
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Foreign Exchange Rates an9, Exchange Controls 

The par value of the yen agreed to with the IMF on May 11, 1953 was ¥360 to the dollar of the 
weight and fi."leness 0£ gold then in effect. On December 19, 1971, pursuant to the Smithsonian. Agreement, 
a central rate of ¥308 to the dollar was established. See the first paragraph on page 3 of the Prospectus 
for information regarding exchange rates after that date. 

Japan bas accepted the oblig:.tions of Article VIII of the International Monetary Fund Agre-...ment, 
and is a memb'!r of the Organisation for Economic Co-operation and Development, subscribing to its 
Liberalization Codes. 

vVith respect to current transactions, exports can generally be made without specific licenses, although 
exporters are required to present export declaration forms to foreign exchange banks. Imports can 
generally be made upon declaration to foreign exchange banks, except in cases involving non-liberalized 
items. Invisible transactions can generally be made without specific licenses, provided their genuineness 
and legality are verified by foreign exchange banks. 

I 
Restr:~tions on foreign capital investments in Japan have been progressively relaxed. Direct 

investments :ire now fully liberalized with certain e.'Xcep:ions, and foreign portfolio investments are 
orrespondingly liberalized. However, new issuances by Japanese corporations of securities payable in 

foreign currencies may only uc made upon receipt of specific licenses from the Ministry of Finance. 

Direct investments abroad by Japanese residents are subject to individual licensing by The Bank of 
Japan. In principle, such licenses arc granted automatically. Acqujsitions by residents of listed foreign 
securities through securities dealers arc generally permitted. Foreign loans by Japanese banks other than 
short-term loans must be specifically Licensed and arc presently permitted on a selective basis. 

FINANt:IAL SYSTEM 

The Bank of Japan and Monetary Policy 

The Bank of Japan, the central uank an<l sole bank of issue, was estahlish~d in 1882, ana its capital is 
ownecl 55% by the Government nncl 4570 hy private subscribers, who h:we no voting power. At March 
31, 1976, The n nnk of Japan hnd total assets of ¥15,817 billion. The central uank ;icts as depository and 
fiscal agent for the Government. 

The functions of The Bank of Jap:in a.' similar to those of central banks in other industrialized 
countries. In 1iddition to is!.uing hnnk notes, it serves as the principal instrument for the execution of 
monetary policy by means of its lending policy, open mnrkct operations and deposit reserve requirements. 
Of these, the lending policy is the most important. Ju adclition, The Bank of Japan gives {,ruidance to 
private hanks regarding their lending policies and related matters. Due in part to the high debt to equity 
ratios of Jap;mesc comp:111ics nnd their heavy reliance generally on hank financing, such ndministrnti\'e 
b'ltidancc tends to be particularly eff cctive. 

Thu principal discou nt r:1lc now in effect is 6.5%1 which is npplied to commercial bills, loans secured 
uy Government sccuri1 ics and otht'r dcsiguatc1l sccuritic!l. An ncldition;)J 0.25% is charged for other 
securities disco•.mtcd. 

The deposit reserve rcquire111cnts for ba11ks amt <"crrain other financinl institutions arc subject to the 
approval of lite Minister of Finance. The legal 111:-1xi1rn1111 reserve requirement is ?.0% ( L005'o on resident 
foreign rnrrency <lcposits nn<l liahilitics rclnting to 11011-rcsitlcnts). Within this limit, The Bank of Japan 
mny fi x <liffcrcnt ratios for different cntcgories of designated nc.:counts and financial institutions. At 
present , the reserve rcq11ircmcnt £or dcrnan<l deposit s of lcndi11g banks is 3.0'}'o. 

Monctnry policy has played n p:irticul:\rly importnut role in the Japanese economy. Jn 19i2 s!iarply 
increasing economic activity created a condition or excess clc111:111d which caused prices to incre2se. fa 
rc5ponse to this situation The Bank of Japr111 in t9i3 n<loptcd a policy of monctnry rclltr:lint imple.'11C:'\tcd 
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by, among other thir.g5, increases 'in the official discount rate and increases in the deposit reserve 
requirements. This policy was maintained through 1974. Although price .;tabilization was achien.d, the 
Japanese economy entered into a recession and in early 1975 The Bank of Japan began to :ase mondary 

restraint measures. 
The following table sets forth the principal economic indicators relating to monetary policy from 19i .i. 

through 1975: 
Loans and Discounts 

Discount Reserve Money Sueply(c) All Ba.nks 

Ratc(a) Rcquircmcnts(b) Annual Annual 

High Low High Low Total(d) % Change Total(d) % Change 

(yen amounts in billions) 

1971. ....... .. 6.00o/o 4.75% 1.50% 1.507"0 ¥ 67,398 24.3% ¥49,048 24.210 

1972 .... ..... 4.75 4.25 1.50 1.50 84,041 24.7 61,599 25.6 

1973 ......... 9.00 4.25 3.75 1.50 98,189 16.8 71,853 16.6 

1974 ..... .... 9.00 9.00 4.25 4.25 109,494 11.5 79,614 10.8 

1975 ..... ... . 9.00 6.50 4.25 3.75 125,330 14.S 88,767 11.S 

--(a) The Bank of Japan discount rate for commercial bills. 
( b) Reserve requirements for demand deposits of leading banks. 
(c) Cash and demand, savings and time deposits, generally referred to as "M2". 

(d) As of December 31. 

Source: The Bank of Japan, E co1101111c Stctistics lvlontlzly. 

Government Financial Institutions 
A numbrr of fin:rncial institutions supplement the activities of private institutions. These arc 

corporatio11s under Government supervision, whose senior officials arc appointed by the Government ancl 
whose funds arc supplied principally by the Govc.rmncnt. Among these arc T he Japan Development Bank, 
The Export-Import Dank of j apan. whose purpose is to supplement nnd encourage the private finnncing 
of exports, imports and overseas invcst1ncnts, the Small Business Finance Corporation, the Housing 
Loan Corporation and the Ai;riculturc, Forestry and F:shcry f inance Corporation, whose purposes arc 
to supplement private financing in their respecti ve fields of activity. 

Private Financial Institutions 
The privntc h:tnking system includes 75 ordinary banks ( 12 city banks and 63 local banks), seven 

trust h:111ks, whose lmsincss corresponds roughly to that of commercial banks in the United States, and 
one L:wk spcciaJii ing in the foreign exchange field. 1 n addition, three long-term credit banks supply 
lone-term £um.ls to industry fo r plant and equipment cxp<'nditures. 

The n1uttml lo:\11 nnd savings hanlrn, credit associations, credit cooperative associations, labor crcdiL 
associations, the national federations of each of such associations and the Central Dank for Commercial 
nn1l J11d11strial Coopcrntivcs nrc mainly engaged in making small business loans. Agricultural coopcr:l­
ti vc associat ions, fcdcr:-itions of sud1 associations and the Central Cooperative Danie for Agriculture and 
Forestry operate in the field of agricultural crcdiL 

Securities Mnrlccts 
Japan ha:- extensive 111:1rkets for hoth equit y :\lid debt securities. There arc eight 1>tock e>. ·h:rngcs, 

257 securiti1·s crimpanics and ni11c i11ve:.t 111ent t rnst 111a11ar,c111ent con1pa11ies. The Tokyo Stock Excha:1~c 
i:-. the srco111l lari;e"t in the world after the New York Stock :::xrhangC' in terms o( value of shares t raded. 
A-. oi '.\I ay 31, 1976. 1>ccurit ics <if 1.429 b!>uers were listed 0 11 the Tokyo Stock Exchange, ind t!d ir~ t: 
sccnritics t>f IG private foreign companies, six fo reign sovcrnments, the World Tianlc nnd the .-\sicn 

Dcvclop:ncnl U:'.lnk 
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• GOVERNMENT FINANCE 

Revenues, Expenditures and B'.Ldgets 
The respo:isibility for the preparation of the budget and the administration of Government finances 

rests with the ~!inistry of Finance. The fiscal year commences on April 1, and the Cabinet usually submits 
the budget to the Diet ior its decision in January. New taxes may not be imposed nor expenditures made 
nor obligations assumed without the authorization of the Diet. Supplementary budgets revising the 
original budget may be submitted to the Diet from time to time during the fiscal year. 

The fiscal and financial operations of the Government and its agencies are budgded and recorded in 
three sets c1f accounts, namely, the General Account, the Special Accounts and the Government Agencies. 
The three arc closely interrelated and should be analyzed in light of their combined fiscal and mone­
tary impact. 

The General Account is useJ primarily to record operations in traditional areas of governmental 
operations. 

Special Account are set up for the purpose of segregating the accounts of certain functions of the 
Government in order to achieve more effective budgetary control and administration. Special Accounts 
can be grouped into the following general classifications: (i) Govemment activities of a specialized nature 
such as postal services, postal sa\'ings, national forest services and road improvement, ( q control 
programs under which basic foodstuffs, other commodities and foreign exchange are bought, financed 
and sold, (iii) insurance funds which transact all Government insurance business including welfare 
insur:111ce, unemployment insura11ce and postal life insurance, (iv) investment acct 11nts which invest in 
various loans and securities including obligations of the Government and Go\'emment Agencies and ( v) 
a consolidated debt service account, a reparations account and an account for transfers of lax moneys to 
local go\'crnments. Substantial transfers of fonds arc ma<l<' from the General Account to Special Accounts. 

Government Agencies arc Governm'!nl-owned corporations which conduct activities such as railway 
service, tclcgr.iph and telephone service, the tobacco and sail monopolies and certain banking functions. 
Some Government Agencies remit lncir profits to the General Account; other Agencies, including The 
Japan Development Bank, remit profits to Special Accounts; and still ot hers retain all profits. 

According to law, no debt, except short-term deLt to Le repaid within the fiscal year, may be issued by 
the Government except fo r public works expenditures, investments or loans. However, in December 1975, 
the Lnw Concerning A. Special Treatment in the Issue of Public Bonds for JFY 1975 was enacted, pursuant 
to which public honds in the amount of ¥2,090.S hillion were issued to finance the shortfall in tux 
revenu es. The Govcrn111cnt has presented to the Diet fo r approval a si111ilar measurn for ]FY 1976 provid­
ing for the Issuance of up to ¥3,750 billion of publir. honds. This measure was approved by the House 
of Representatives and was i.ubmitte<l to the House of Councillors before the Diet ended its 01 ' inary ~cssion 
c,11 Mny 2-~. 1976. However, 110 final nction l':\11 he 1kcn on the 111cas11rc by the Diet unless • is con\'oked. 

Each fi rcal year an amount equivalent to 1.6~& of the total outstanding debt at the beginning of the 
prec\·dinlt fi scal year and 11ol less than ouc-haH (one-fifth in the case of ] FY 1975) of any smplus 
rccorn"d in the General ,i\ccount fo r the year precccl ing the last fiscal year must be applied toward the 
1 l' tircmu1l of the Gove rnment debt. Heclcmption and iuterc~l pny1m:nts on the national debt and related 
adm111i;,t r.•tive expenses arc transferred from the General Account to the Debt Consolidation Fund 
Special An ount. The total amount estimated to be t ran sf erred for J FY 1975 is ¥1, 102 liillio111 o( which 
~322 billion is for rcdc111ptio11s, ·~752 hillion for interl.)St payments a11<l the rcmaimlcr for admin istrath·c 
expenses. 

The settlc11.~nt of accounts for revenues nnd cxpcntli tmcs is made by tl1e Ministry of Finance, based 
on reports s11bmil eel uy the respective Miuistcrs, The settlement of accounts is required by law to be 
audited an nually in detail Ly the Boa rd of Audit, :111 orr:::lll indcp<:ndcnt ' £ the Cabinet. An audit n:pon 
must he rnn<lc by the Cabinet to the Diet in tlw follow i11 g- fisc:il year. 

The following tab;-:s set Corth in£orm:ition with respect to tltc Gcncr:\l Account, the Special Acco~::its 
aud the Go\·ernment :\gl ncics 0 11 n settlcmc11L basis £or J FY I !>7 1 t hro11r,h J FY 197·1. The i11forrmtion :o:­
J F Y 1 97~ represents the 1evisrd budget ns approved hy the Diel 0 11 November 7, 1975. The informlti" :-i 
for J F \' 1976 represents thl' buclt;l'l as approved U)' the Diet 0 11 May 8, 1976. 
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Summary of Consolidated General and Special Accounts(a) 

JFY 
JFY JFY 

JFY JFY JFY 1975 1976 

.J21.!_ 1972 1973 1974 Buce;ct Budget 

(in !!ii lions of yen) 

Revenues 
Total Revenues, ~neral Account •• ••• • ¥ 9,970 ¥12,793 ¥16,761 ; 10,379 ¥20,837 ¥24,296(b) 

Total Revi:nues, St>'!'Cial Accounts .• •• 19,627 22,567 27,130 33,593 40,202 50,151 

Less: Inter-Acee unt Transactions( c) 10,912 12,578 15,727 19,223 20,990 26,046 

Total Consolidated RevC!lues ••• ••••••• ¥18,685 ¥22,782 ¥28,164 ¥34,749 ¥4-0,049 ¥48,401 

Expenditures 
Total Expenditures, General Account . • ¥ 9,561 ¥11,932 ¥14,778 ¥19,09!1 ¥20,837 ¥24,296 

Total Expenditures, Special Accounts .. 16,863 19,369 23,016 28,486 36,906 46,236 

Less: Inter-Account Transactions(e) 10,900 12,554 15,729 19,186 21,007 ~.041 

Total Consolidated Expenditures •••• • • ¥15,524 ¥18,747 ¥22,065 ¥28,399 ¥36,736 ¥44.491 
= 

Surplus of Consolidated Revenues over Con-
solidated Expenditures ••• . ••• ••••• ••••• • ¥ 3,161 ¥ 4,035 ¥ 6,099 ¥ 6,350 ¥ 3,313 ¥ 3,910 

(a) Because of the manner in which the Government accounts are kept, it is not practicable to show a 
consolidation of the Government Agencies with the General and Special Accounts. 

(b) Includes ¥3,750 billion of public bonds the issuance of which is subject to approval by the Diet. 

Sec text on preceding page. 
( c) Inter-Account Transactions include transfers between the General Account and the Special 

Accounts, transfers between the Special Accounts, and transfers bc!twccn sub-accounts of the Special 

Accounts. 

Revenues 
Taxes & Stamp Revenues , , ••• , • , • ••• 
Monopoly Profits . •• • ••• • • , . •... . •. • • 
Receipts from Surplus Recorded in the 

Preceding Fisc:il Year •• •. ••..•••• 
Public Bonds ..• ... •••••.•• • ••• . .•• •• 
Miscellaneous Revenues •.. ••••.. .• ••• 

Tota{ Revenues ............. ... . 

Expenditures 
General Aclministrntion ..••.... • .•.•• 
local Finance ......•••••.•.•.•.•.. 
Dc:fcnsc . , .•.. • ...• • ..••.•. . . ••• ••.•• 
'fhc Settlement 0£ Affairs after the 

Restoration of Pc:ice (includes Rep<· 
rntions) . . . , . . ...... . ...••...•.... . 

Conservatlun & Dc,·clopment of Lnnd .. 
Industries & Economy ...... •..••..•.• 
EducMio11 & Culture .• .. ... •......•.• 
Social Security, etc ......... . ... ... .. • 
Annuities & Pensions •••....•.•...•.• 
Nation:1 l Debt Ser\rice . . .......•....•• 
Other Expenditures . ..... .......... . 

Total Expenditures •............. 

Surplus of Rc\'enucs O\'Cr Expenditures ..•• 

General Account 

JFY 
1971 

¥ 7,9Z7 
291 

271 
1,187 

294 

:! 9,970 

¥ 636 
1,986 

694 

23 
1,792 
1,118 
1,099 
1,•19G 

331 
321 

-62 
¥ 9,561 
= 
¥ 409 

JFY 
197Z 

¥ 9,770 
339 

410 
1,950 

JZ4 
¥12,793 

¥ 803 
2,411 

813 

25 
·:,479 
1,34 l 
1,310 
1,880 

368 
45·1 

__ ·18_ 
¥11 ,932 

¥ 861 

(a) See Note (b) to preceding tnblc. 
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JFY 
1973 

JFY 
1974 

(in billions or yen) 

¥13,365 
356 

862 
1,766 

412 
¥16,761 

¥ 900 
J,255 

961 

20 
2,386 
1,990 
1,587 
2,4$3 

484 
G85 

27 
¥1'1.778 

¥ 1,983 

¥15,036 
342 

1,984 
2,i60 

857 
¥ 20,379 

¥ 1,196 
4,220 
1,234 

23 
2,792 
2,389 
2,238 
3,526 

590 
847 

44 
¥19.099 

¥ 1,280 

J FY 
1975 

Budget 

¥13,461 
337 

771 
5,480 

788 
¥ 20,837 

¥ 1,396 
3,398 
1,378 

18 
2,972 
2,418 
2,624 
4,518 

756 
1,102 

257 
.li=Z0.837 

JFY 
1976 

Budget 

¥15,519 
624 

29 
7,275(a) 

849 
¥24.296 

¥ 1,541 
J,973 
1,525 

6 
J,130 
2,635 
2,945 
5,359 

9S7 
1,665 
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JFY 
1971 

JFY 
1972 

Special Accounts(a) 

JFY 
1973 

JFY 
1974 

JFY 
1975 

Budget 

JFY 
1976 

Budget 
Rev. Exp. Rev. Exp. Rev. Exp. Rev. Exp. Rev. Exp. Rev. Exp. 

(in billions of yen) 
Trust Fund Bureau • . ¥ 1,03i ¥ 1,035 ¥ 1,290 
National Debt Consol­

idation Fund •.•••. 

¥ 1,298 ¥ 1,609 ¥ 1,607 ¥ 2,036 ¥ 2,033 ¥ 2,727 ¥ 2,727 ¥ 3,421 ¥ 3,421 

Foreign Exchange 
Fund •••.. ..•••... 

Industrial Investment 
Re,Parations ancl Other 

Special Foreign Ob-
ligations •••••••• •• 

Allotment of Local Al­
location Tax and 
Trans£erred Tax , . 

National Schools • , .. 
Welfare Insurance .. 
Nationil Pensions ••• 
Foodstuff Control . •• 
N~tional Forest Serv-

Jce •••• • •••••• • • • • 
Specific Land Im-

provement , • , , ••.. 
Export Insur.i.nce •.•• 
Harbor Improvement 
Airport Improvement 
Postal Service ..• . • . 
Postal Savings .•.• . • 
Postal Life Insurance 

and Postal \nnuity 
Lal'Or Accident Insur-

~nee ........... . . . 

WJ 
119 

18 

2,238 
354 

2,216 
466 

5,057 

191 

49 
36 

144 
39 

915 
673 

918 

Road Imvrovcmc:nt . . 858 
Flood Control . . • . . . 307 
Others . . . • . . . . . . • . • 1,527 

Total Revenues :ind 
Expenditum(b) ¥19,627 

Number of Special 
Accounts for Years 
Shown •. •. . • • • •• . 43 

2,130 

40 
111 

8 

2,235 
349 

1,196 
252 

5,035 

213 

46 
5 

138 
34 

883 
539 

405 

2,308 

87 
108 

19 

2,848 
414 

2,684 
577 

4,617 

236 

51 
41 

182 
67 

1,203 
841 

1,126 

1,256 
852 1,115 
303 404 

1,054 1,093 

2,209 3,312 3,083 3,528 3,250 3,938 3,938 6,029 6,029 

76 
97 

13 

2,846 
393 

1,453 
338 

4,601 

231 

48 
5 

169 
55 

1,166 
682 

452 

1,084 
1,098 

393 
662 

201 
139 

16 

3,593 
502 

3,397 
764 

4,922 

49 
47 

176 
68 

1,359 
1,048 

1,361 

1,538 
1,083 

388 
1,269 

200 
138 

16 

3,592 
462 

1,850 
'181 

1,,916 

249 

47 
8 

157 
51 

1,373 
875 

515 

316 
99 

9 

4,593 
673 

4,654 
1,180 
5,734 

320 

so 
64 

196 
86 

1,797 
J,309 

1,645 

1,279 2,061 
1,062 1,219 

377 450 
__ 67_8 _!2?i 

96 
98 

394 394 298 298 
86 86 80 80 

8 

4,589 
635 

2,702 
894 

5,720 

314 

48 
8 

178 
75 

1,753 
1,198 

641 

9 

4,893 
746 

5,662 
1,514 
7,428 

394 

62 
73 

189 
86 

2,164 
1,564 

1,982 

1,747 2,74J 
1,213 1,183 

443 523 
__ 8_4_3 1,842 

9 

4,893 
746 

3,614 
1,414 
7,428 

407 

62 
73 

189 
86 

2,164 
1,550 

861 

3 

6,841 
846 

7,130 
1,975 
8,375 

436 

81 
98 

205 
102 

2,636 
2,101 

2.353 

2,743 3,286 
1,183 1,236 

523 522 
1,816 2,()97 

3 

6,841 
846 

4,608 
1,975 
8,375 

438 

81 
98 

205 
102 

2,636 
2,101 

987 

3,285 
1,236 

522 
2,068 

¥16,863 ¥22,567 ¥19,369 ¥27,130 ¥ 23,016 ¥33,593 ¥28,486 ¥40,202 ¥36,906 ¥50,151 ¥-l6,236 

41 41 42 41 41 

(a) Rc\"enues and expenditures shown in this table reflect only cash receipts and disbursements for all Special 
Accounts except Trust Fund Bureau and Foreign Exchange Funds Special Accounts. For these Special Accounts reven­
ues and expenditures indicate profit and loss transactions. 

(b) \Vit hou t adjustment for inter-account transactions. 

Jnp:in TobJcco nnd Salt Cori10-
ration •....•. . .••.......... 

Jap:111ue Natio11:1l lhilw:iys .. 
Nippon Tclci:raµh & Telephone 

Public Corpor:ition . •....••. 
The Japan Development Bank 
Olhers •.•.... •....• •••..••.. 

Total •........•.••... 
Surplus of Re\•enucs over E.~-

penditurcs ••.. . ......•..... 
Number of Agencies for Ye.vs 

Sho\vn •... • ...•.•.. . ..••.. 

JFY 
1971 

Rev. E:c;>. 

Government Agencics(a) 

JFY 
1972 

JFY 
1973 

JFY 
1974 

Rev. Exp. ~ ~ Rev. Exp, 
(in billions of yen) 

JFY 
1975 

Budget 
Rev. Exp. 

JFY 
1976 

Budget 

Rev.~ 

¥ 942 ¥ 6-13 ¥1,027 ¥ 687 ¥1,113 ¥ 771 ¥1,209 ¥ 987 ¥1,355 ¥1,181 ¥ 1,819 ¥ 1,313 
1,922 1,900 2,303 2,255 2,61 I 2,738 3,'l/7 3,162 3,533 3,533 4,105 4,105 

1,829 
12a 
468 

¥5,289 

1,816 
101 
452 

¥4,912 

¥377 

14 

2,\97 
MS 
565 

¥6,237 

2,149 
116 
5j5 

¥5,742 

¥-195 

15 

2,513 
\64 
671 

¥7,072 

2,-125 
134 
650 

¥6,718 

¥354 

15 

2,917 
191 
861 

•¥8,455 

2,901 
153 
8311 

¥8,(137 

¥41 8 

IS 

3,366 3,31i6 
231 186 

1,099 1,123 
¥9,SS4 ¥9,389 

¥19j 

IS 

4,068 
27() 

1,375 
¥11,637 

4,06e-
227 

1.400 
¥11,113 

~524 

15 

(n) With re.;pcct to Nippon Tclci;raph & Telephone Public Corporation and Jap:111ese 1\ationnl Railways, rev­
enues nncl expendit ures shown in this table rcncct 011ly cash receipts (i11c111tli111: borrowed funds) and casn clisbu:sc­
ments (including debt scr\'icc and capital expenditures). \\'ith respect to nil of thi.: other Ageucies e.xcep: Japan 
Tobacco and Salt Corporation, re,·cnucs nntl expenditures i nrlic:lte profit nud loss transactions. With respect ~o Japan 
'l'obncco ancl S:1h Corpor:ition, revenues antl expenditure~ reflect cinly cash receipts (not inclucling borrowed iunc:> ) and 
cnsh disbursc:'l1ents (not including debt service hut incluclin0 capital expenditures). 
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Tax Structure 

Aggregate ta.x revenues, includfng national and local ta."es, have averaged about 20% of gross 
national product for each year since 1950. This compares with tax revenues as a percentage of gross 
national product du1 ing 1972 of 28.1 % in the United States, 36.0?'o in the Federal Republic of Germany, 
35.8% in France and J.Uro in the United Kingdom as set forth in the Rcve1111e Statistics 0£ the 
Organisation for Economi~ Co-operation and Development. 

Taxes are le,ied by the central Government as well as by local governments. Central Government 
direct taxes in JFY 1974 amounted to 74% of total tax revenues. The most important direct taxes are 
those on individual and corporate incomes. For JFY 1974 these ta."cs accounted for 34% and 37%, 
respectively, of total central Government ta.'< revenues. The two most important indirect taxes are those 
on liquor and gasoline, w!:ich each contributed 510 to total JFY 1974 tax revenues. Local governments 
receive 32% of the total revenues from income truces on individuals and corporations and from liquor taxes. 

The personal income tax is progressive. Rates range from lO«}"o to 75% of taxable income. The 
corporate tax is based on a rate of 4070 on income above ¥7 million and 28% on income of not more than 
¥7 million. However, the reduced tax rate on the first ¥7 million is not applicable to large corporations 
with a capital o( more than ¥100 miilion. The corporate rax rates are reduced to 30% and 22%, 
respectively, on income distributed as dividends. 

Interest on deposits may be taxed separately or in the aggregate at the taxpayer's option. Interest 
income from deposits, public bonds and debentures is cxerr.pt from tax if the principal amount on which 
inter<'.st was earned by any one taxpayer does not exceed ¥3 million. The interest 011 central Government 
bonds not exceeding ¥3 million in principal amount may acldil ionaUy be exempt from tax. 

Fiscal Investment and Loan Program 

The Fiscal Investment and Loan Program is drawn up anmtally by the Government together with the 
budget, and since ]FY 1973 all of the Progrnm has been subject to Diet approval. The sources of funds 
for the rrogram in JFY 1976 arc the Trust Fund Bureau F1111<l (;o.r8,GU billion) , the Postal Life Tu­
surancc Fund (¥1, 159 billion) , Government guarnntcccl boncls nnd borrowing.; (¥768 billion) and the 
lndustrial Jovestment Special Account (¥70 billion). The ::illocation CJf funds is made with the objective 
of enhancing public welfare and with a view toward contributing to the i111plcmentatio11 of pr~v:.iiling fi scal 
and monetary policy. Under the Program, the Government makes loans to Go vernment A~cncics, puLlic 
corporations, the Special Accounts of the budget and local go\·crnmcnts. The funds s~pplicd under the 
Progrnm are the major source of funds for agencies such as the Jnp:mcsc Natiunal lfoilways, the l1011sing 
Lonn Corporation, the Pc.>plc's Finn11ce Corporation, The Jn pan Development Hauk, 'fhc l.'..xport-I mpon 
Dnnk of Japan, the Jap:in Housing Corporation ~111<.l the Japan Highw~1y Pul.Jlic Corporation. These 
organiz.ntio11s in turn finru1cc or directly construct projects for i1 lmtry, housiu~. pul;lic service facilitic~, 
welfare and education faci lities and other projects in nccorcfa11cc with the priorities of puLl1 · policy. 
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The following table shows the principal uses of funds in the Program: 
• JFY JFY JFY JF' ' 

1971 197Z 1973 1974 
(in billioM of yen) 

Housing .... ....... ... ...... .. ... ¥ 924 J; 989 ¥1.173 ¥1,707 
W:i~er Supply, Sewers and Other Util-

1t1es .•••.••••••••• . • • • • • • • •• • • • 713 1,012 1,12! 1,451 
Small and .Medium Size Enterprises •• 893 948 1,475 1,793 
Roads ........... ......... ... .... 409 580 656 686 
Transportation and Communication •• 630 875 1,081 1,256 
Fo~eign Trade and Economic .Coopera-

t1on ••.•.•••.. ••• . • •• • • \ • •••• •• 389 414 601 6>·i 
Others .... ...... ... .. ....... ..... 1,051 1,220 1,306 1,473 

Total .................... ¥5,009 ¥6,038 ¥7,413 ¥9,060 

(a) Estimated Program. 
(b) Initial Program. 

JAPAN PUBLIC DEBT 

JFY 
1975(a) 

¥ 2,387 

1,821 
1,731 

796 
1,355 

746 
1,870 

¥10,706 

JFY 
1976('0) 

¥ 2,413 

1,685 
1,700 

806 
1,213 

868 
1,874 

¥10,619 

The following table summarizes, as of the dates indic:tted, the outstanding direct internal aml external 
funded ancl floating debt of Japan. The term "floating debt" is used herein to mean all debt with maturities 
of one yc.1r or less from the date of issue. All other debt is cl:tssified as "funded debt". 

Summary of J npan Public Debt(a) 

Aso( Funded F lonting T otal 
March 311 Int em al Extern:il Tot;il Internal Public Debt 

(In billions of yen) 

1971 .... ........ ...... .... .. ¥ 3,522 ~9 ¥ 3,<'l' ¥2,615 ¥ 6,226 
1972 .. ..... ........ ...... ... 4,633 77 4,710 2,896 7,606 
1973 . . ...... ........ .... .. ... 6,492 72 6,564 5,140 11,704 
1974 .......... ... ... .. ...... 8,283 40 8,323 4,832 13, 155 
1975 ........... ..... ........ 10,539 36 10,575 5,134 15,709 
1976 .... ' ......... ... ....... 15,973 33 16,006 6,789 22,795 

(a) Docs nol include obligal.ons <lcscribc<l undcr "Miscellnncous Oblig:ltions". 

As of March 31, 1976, Jnp:tn had {,'ll:tr:tntccd payment of principal and interest of various internal 
yen obligations in the aggregate principal amount of ~2,64:\ hillion :rnJ various external obl igations 
oggrcgnting ¥622 billion. In addition, The j :ip:lll l)cvclopmcnt Hank :tml The Export-Imp1 .rt Dank of 
japan had g11aranteed the principal and interest oC cxtcrn:tl oblications amounting to ¥313 !Jillian :-is of 
?1forch 31, 1976. 

Jnpan's total direct funded debt nt the end of J FY 197·1 rcprc cntcd :lpproximatcly 7.85(> of the JFY 
197•1 cross nation:tl product nnd amountctl to approximately $312 per c.'lpita. P:-iymcnts of pr incipl\I :ind 
interest on Jopan'~ direct external funded debt amo11ntccl to $19..J 111illio11 t'!llivalcnl in 197•1 :rnd $17.8 
million cqui v:\lent in 1975, in each case representing 0.0370 of the m :cipts of the current nccount of the 
bnlancc o( payments for these years. l 1:ty111cnt s nf JH indp:tl :111tl i11terc:st 011 public :ind pri vnte japa:leSc 
c.xlcmnl funded debt nmount cd to $RfH million eq11iv:i.lc11l in 197•1 and $833 million cquivalc:nt in 19i.:i, 
representing 1.3% nncl 1.2~o , 1cspectivcly, of the rcccirts of the current nccount of the h:il:rncc of p~ymc.i:s 
for thCje years . 

...... 8 •. , .... _. ............ umm------------------------



The aggregate annual payments of principal in respe..:t 'of the direct internal and external funded debt 
of Japan outstanding at ).!arch 31, 1976 are set forth below for the periods indicated: 

Prin..:ipal Payments on Direct Funded Debt of Japan(a) 

Internal External 
Deutsche Swiss 

JFY Yen Dollars Pounds Marks Francs Total 

(in millions) -----z;nthousands) (in millions 
of yen) 

¥ 503,302 
1976 •.•••.. •....•.•.......... ¥ 499,725 $2,662 £ 100 DM 28,000 

106 28,000 454,401 
1977 •• ••.••••.•......•......• 451,011 2,040 

1978 •.••. . .•.•..•••.• . ...••.. 799,147 2,0~0 ll3 28,000 SF 50,000 806,552 

1979 •••••••• . ••••••.•• . ..•• •• 65,658 1,767 12() 28,000 68,975 

1980 •••. •••• ••.•. ••. .•..•.. •• 71,384 127 8,000 72,250 

1981 •.••... . .•••••.... •...•.. 567,777 13.\ 8,000 568,649 

1982-1985 ·· ·· ···· ············ 13,197,758 6,709 12,000 60,000 13,209,102 

1986-2005 .... ...... .. .... . .... . 320,207 _3.~39 
322,486 

Tot.al ••..... . ... . . ¥15,972,667 ~.509 £10,248 DMH0,000 SF1101000 ¥16,005,717 

(a) Actual principal payments may vary from the amounts shown since prepayments will 
increase the amounts shown whereas rcfuntlings will defer such amounts. Amounts do not include: 
obligations described under "Miscellaneous Obligations". 

There ha:; been no default since the establishment o[ the modern Japanese State in 1868 in the pay· 
mcnt of intere:il or principal of any internal Japanese Government obligation. 

Since the first incurring of foreign debt by Japan in 1870, the full amount of principal and interest on 
all Government and municipal• foreign dcht has always been paid on the due date in l:l\\ £ul currency of 
the country where payable at the time of payment, except as prevented by disru ption during 'vVorld Wnr 

II nnd in the post-war period as indicated below. 

Payment of interest nnd principal of all Japanese Government, municipal :\lld corporate dollar bonds 
wns suspended from December 8, 19·H through Decernbcr 22, 1952. On November 24, 1952, Japan made 
an offer o{ settlement to the holders or all Japan<' .e dollar bonds pursuant to which: 

(i) ]npan offered to assume full liability for all corporntc nnd municipal bonds, the issuers of 
such bonds to be released from all liabili1ic5 under such bonds ; 

(ii) Maturities of the dollar bonds were to be cxtencl~d by ten years from the original dates in 
cnch case, nnd i11tcrcst was to be p::1id nt the original r:itcs n11d on the snntc scmi-nnn11al interest dalts 

tht·ough the extended life of the bonds. 

(iii) "Arrears Coupon Strips" were to be given lo lhc l>ondholder11 covering the period Decem­
hcr 22, 19·12 through Scptcmher 25, 1952. the cmtpmrn t1l provi1\c for interest al c•l ntractual r:ltcs, mHI 
payment to be made in c.ich cnse ten years nftcr the elate orii;inally speci fied i nnd 

(iv) Thi~ ofTcr wns to remain opw for acceptance unlc~s nnd 1111til the J n 11:rnc~c Go\'crn111cnt 

notified the fiscn l agcntll to the cont inry . 

. 
• Service 0,1 the City of Toltyo 570 I .nan of 1912 issuc<l in (i'mnce wns Interrupted in Mnrch 1928 due 

to a <lb putc het\\ CCrt the i ..;~\1 cr :inti honclhohlcrs ns to whether the 110n<ls were Jl<lynLlc in p{J\1nd' ~tcrlin~ 
or i11 French frnm·~. The issuer co11ti 111u•cl to ttt:il<c payments In French franci1 to the Fiscal A J!Cllt i" 
Jap:m, hut the £u11th were not lt :111:,fo m .. '<I to th1. French pnyi11j: ngent ci. In tC)GO, n comprnmi\c n1>rce­
mcnl wn~ ~igncd and ~. s of Mnr-11 31, 1976, 9•1 .811~ of the out.,t:111ding 11011<1' I.ad l1.:c11 pu1rl1:m:d in 

nccordancc with the agreement. 
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Tb.is offer is open at present and as of December 31, 1975 had been accepted by the holders oi SSl.4% 
of the outstanding dollar bo!'lds. Interest and sinking fund payments as to bonds held by persons 2cc<!;>:.ir.g 
the offer w.:re resumed in 1952. 

Debt settlement offers to holders of Japan's sterling and French franc bonds were made on November 
24, 1952 and February 28, 1957, respectively. These offers, except the part of the offer to the holc!ers of 
French fra.r::c bonds pertaining to repurchase of bonds, which terminated on February 28, 1958, are still 
open. As oi ~larch 31, 1976, thf' l.v!..! ..... s of 99.7% of the outstanding sterling bonds and 94.8% of the 
outstanding French franc bonds bd ~i::~epted these offers. 

INTERNAL DEBT 

A. Direct Debt of the J apanese Government 
I. FUNDED DEBT ,. 

T itle and Intereat Rate 

1. Bonds 
6~% Treasury Bond, 26 Series( I) .... . . . .... . 
7% Treasury BoncJ, 7 Series( !) .•.•..••• . •• ..• 
7Yi % T reasury Bond, 7 Series ( 1) . .... ....... . 
8% Treasury Bond, 14 Series( I) . ... . . . . . .. .. . 
6% Bereaved Family Treasury Bond, 8 Scries(2) 
6% Repatriation Tre:isury Bond, 9 Scries(2) .... 
Non-interest Special Benefit Treasury Bond I, 7 

Scrics(2) ..... .. .......... . .. . . .. . . .. •.. . . 
Non-interest Treasury Bond for Special Condo-

lence, 3 Series (2) ... . ........... ... .• .•... 
Non-interest Special Benefit Treasury Dom! II, 9 

Scrics(2) ....... . .. . . . .... . ....... . .. .. . . 
Non-interest Special Benefit Treasury Bond III, 3 

Scries(2) ........... ..... .. .... .... ..... . 
Non-interest Repatriation Special Benefit Trca.sufj 

Bond, 8 Scrics(2) ••... , .... . . ... .. . .• , .• .. 
Non-interest Spe<:i:U Dcncfit Treasury Bond IV, 2 

Series (2) . . ... .... . . .. . .. . . . ... . .. ... . .. . 
Nor -interest Special IlCJ1cfit Trcnsury Dond V, 3 

Scrics(2) ... ... .. .... . .. . ...... .. .... . .. , . 
Non-interest Trc.1s11ry Bond for Spccinl Condo-

lence I I (2) ... . ........ ... .. . . . . . . .. . . ... . 

Vear of 
Issue 

1969-1973 
!972-1973 

1974 
1974-1976 
1967-1974 
1966-1975 

1966-1975 

1966-1972 

1966 ,~975 

1972 .. 1975 

1967-1974 

1973-1974 

1973-1975 

1975 

Year of 
Matu~ty 

1976-1983 
1982-1983 

198~ 

1984- .986 
1976- 1983 
1976 ·1985 

1971.-1985 

1976-1982 

1976-1985 

1977-1980 

1977-1984 

1983-1984 

1977-1980 

1985 

Prindpal Amount 
Outstanding 

March 31, 1976 
(in mllllons 

of yen) 

¥ 3,986,612 
2,132, 132 
1,888,722 
7,078,127 

128 
0 

271 

3,6-tO 

2,150 

2 

28,495 

162,245 

1,736 

20,389 

1"otal Donds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ¥15,304,649 
2. Borrowings 

0-3~% Extraordinary Mititnrv Expendi tre . . . . 
6.570 Ex-Ryukyu Govemmcm . .. ... . , . , . ... . . 
Nntionnt Pn;perty Special Consolidation Fund 

( 6.2ro·B.07o) ..• ....•... ..•. . . . ....• · . · .. · 
Nntional Schof'ls (6.27o·8.0%) . ........... .. . 
Nntion:U Hospitals ( 6.270-8.0%) . ..... . .. . .. . . 
Special Lnnd fmprovemcnt (6.0~·8.0%) . . .. . . . 
Poi.ta! Scn ·iccs (G.5%·8.0?'o ) . ... .. . ... ...... . 
Flood Control (6.2%·8.0~~ ) .... .. . . . . . ..... . 
Finance for U rbnn Rcclc\'clopment ( 6.2%-8.0'Yo ) 

1943-19·l5 
1972 

1972-1976 
1972-1976 
1963-1976 
1962-1976 
1962-1976 
1 97~\. J 97b 
1967-lYi G 

(3) 
1978-1982 

197C- 1985 
1979-2000 
1988-2001 
1992-2006 
1977·2001 
1980-198·• 
1976-1986 

Totnl Borro\ving~ . . .. . .. .. ...... . .. . . ... . . . ... . ...... .. . . ...... . . 

Total Direct Intemnl FuntlccJ Debt . •• . •.. .. . •.. . .. .. .. . ••...••.. 
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¥ 41,'122 
3,0H 

96,530 
6S,202 
82.·153 

IW,319 
1·11,5 1 

1.671 
72. ~o 

~= oc.3.01s 
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II. FLOATING DEBT 

Title 

F . .... g.1 Exchange Fund Bills, 25 Series .. . ....... . 
Food Bills, 17 Series .............. . ........ .. .. 
Note in Substitution for Currency of the International 

Development Association ( 4) .. . ..... . ........ . 

Interest or 
Discount 

5.625% 
5.62510 

Non-interest 
bearing 

Note in Substitution for Currency of the International 
Monetary Fund(4) ............... ...... ... .. Non-interest 

bearing 

Note in Substitution for Cnrrcncy of tr.e Asian De-
velopment Bank(4) .......................... Non-interest 

bearing 
Note for Contribution to the Spt:cial Ftctds of the 

Asian Development Bank ( 4) • . . . . . . . . . . . . . . . • . Non-interest 
bearing 

Note in Substitution for Currency of the African 
Development Fund(4) . . . . ........•.•... •. •• . . Non-interest 

bearing 
Industrial Investment . • . . . . • • .. . .. .. . . .. . . .. . .. 7.510 
Allotment of Local Allocation Tax and Transferred 

Tax .. . .. , .... .... .............. .. ...... ... . 
Welfare Insurance • •.. . . . . ...•.. . .... . •...•. . . . 
Postal Services . . . . . . . . • . . . . . . . . . . . . . . . . . . . ... 
Alcohol Monopoly .•...•..... . ....... . ..... .. .. 

7.5% 
1.sro 
7.5 1~ 
7.5% 

Year of 
Maturity 

1976 
1976 

Payable on 
demand 

Payable on 
riemand 

Payable on 
demand 

Payable on 
demand 

Payable on 
demand 

1976 

1976 
1976 
1976 
1976 

Principal Amount 
Outstanding 

March 31, 1976 
(in millions 

of yen) 

¥ 2,819,497 
1,303,575 

81,054 

298,518 

19,152 

70,112 

2,999 

2,000 

1,287.940 
654,844 
247,500 

2.300 

'fotal Direct Internal Floating Debt . . . . . . . . . . . . . . . . . . . . . . . . . . ¥ 6,789,491 

Total Direct Internal Debt . . . . . . . . .. . . . .. . . . . . . . . . . . . . . . . . . ¥22,762.158 

B. Debt Guctranteed by the Japanese Government 

Dcac:rlption 
J. FU!'IOf.D OF.OT 

Princip:il Amount 
Outata nding 

March 31, 1976 
(in millions 

of yen) 

1. Donds issued b/ sixteen Government-affiliated corporations ............ . 
?.. Borrowings of six Govcrnment-aniliated corporations ................. . 

¥2,417,227 
216,691 

Totnl Ttttcrnnl Funded Debt Guaranteed by the Japanese Government ¥2,633,918 

J J. FLOATING DEBT 
Borrowings of two Govcrnment-nffilinted corporations ....... . ............ ¥ 8,687 

Total lntcrnal Debt Guaranteed by the J :1pnnese Government ....... :.r2,6-12,605 

( I) or these honcls, ¥ 112,489 millio1\ Wl'rC issued in exchange for Governmcnt debt incurred ptior to 
1945 and hclcl by The Bank of Japnn nm.I other banks. 

(2) These Treasury bonds are non-tr.u1:.£errablc and were issued in lieu of cash payments to satisfy 

obligations crc:ited by vnrious laws. 
(3) Represents borrowings by Ilic Government f rnm spccinl corporations of currencies of arcn:; under 

Jnpancsc control during \.Vorld War ll. 1 1.c maluri'> nf such borrowings and other matlcrs rci:\tin { to 
such borrowings remain undctcm1incd. 

( 4) These obligations, which nrc gcncrnlly p:lynblc 10 international finnncinl org:u1izations, a~e 
denominated in yen and arc officinlly classified by the J npn11c ·c Govcrrunent as internal debt. 
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EXTERNAL DEBT 

A. Direct Funded Debt of the Japanese Government 

Title and Interest Rate 

Bonds Issued by the Japanese Poverruncnt(2) 
Dollar Bonds 

Japan 5~% .. .. . •.••••..• . . . ..... . 
Pound Sterling Bonds 

J apan~se Government 4% ........•.. 
[Coupon Strip J 
Japanese Government 6% ...... .. •.. 

Swiss Franc Bonds 

Japanese Government 5,0% ........ . 
Japanese Government 5~% .. .. . ... . 

Deutsche Mark Bonds 

Year of 
Issue 

1963 

1910 

1963 

1964 
1968 

Year of 
Maturity 

1980 

1985 

1988 

1979 
1983 

Principal 
Amount 

Outstanding 
March 31, 

1976 

$ 8,509,000 

£ 6,107,740 
[12,142] 

4,161,400 

SF 50,000,000 
60,000,000 

EqwvJ.lent 
in Yen of 
Principal 
Amo1mt 

Outstanding 
March 31, 

1976 
(in millions 
of yen)(l) 

¥ 2,621 

¥ 4,902 
[10] 

3,340 

¥ 4,010 
4,813 

Japanese Government 6% . . . . . . . . . . . 1964 1979 DM 80,000,000 ¥ 7,646 
Japanese Government 7% . . . . . . . . . . . 19~ 1983 60,000,000 5,735 

Total Direct External Funded Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . . . . . • ¥33,067 

B. Funded Debt Guaranteed by the Japanese Government 

Year of Deacription and Interest Rate Issue 

Bonds and Dorrriwings by and Deposits with Japanese 
Danks, Corporations, Government Agencies and Mu-
nicipalities 

5.375%-10.5% . . . . . . . . . • . . . . . . . • . • . . • • • . • • • • 1957-1976 

Year of 
Maturity 

1976-1991 

Equivalent 
in Yen of 
Principal 
Amount 

Outatanding 
March 31, 

1976 
(in mllliors 
ofycn)(JJ 

¥622,199 

The foregoing bonds, borrowings and deposits :ire clcnominatc:l :md repayable in dollars, Deutsche 
mnrks and Swiss francs. The respective amounts thereof maturing in each such currency in each of the 
various periods and the yen equivalents thereof arc shown in the following table: 

JFY 1976·1977 ........ . ....... . 
JFY 1978-1979 ............... .. 
J FY 1980-1 981 ............... .. 
JFY 1982-iS86 ........ .. ..... .. 
J FY 1987-H'90 ............... .. 

Totnl . .... ....... . 

Doll4n 

$ 167,512 
1,176,320 

119,135 
I 18,689 
61,665 

$ 1 ,(~13 ,32 1 

Deutacho Marla 
(in thousands) 

DM 164,000 
154,000 
271,000 
1.16,000 

10,000 
J)l\f l,038,000 

Swiss Francs 

SF 26,0CO 
80,000 

JCH,000 

SF 210,000 

Yen 
(In mlUlons) 

¥ 67,269 
377,026 

6-J,96S 
84,6M 
'8,290 



• 
C. Funded Debt Guaranteed by qovernment Agencies 

Desc:lplion and Interest Rate 

Bonds and Borrowings of, Credits Obtained 
by and quarantee Obligations of Japan'ese 
Corporations 

Year of 
Issu" 

s.sro-9.75%(3) .•. ...••. : . . • . . . . . . . 1957-1975 

Year of 
Maturity 

1976-1992 

Equivalent 
in Yen of 
Principal 
Amount 

Outstanding 
M:lrcb 31, 1976 

(in millions 
of yen) (1) 

¥312,752 

The foregoing bonds, borrowings, credits and guarantee obligations are denominated and repayable in 
dollars, pounds sterling and Swiss francs. The respective amounts thereof maturing in each such currency 
in each of the various periods and the yen equivalents thereof are shown in the following table: 

]FY 1976-1977 ............ . ... .. .. 
JFY 1978-1979 ... .. . ............. . 
JFY 1980-1981 ................... . 
JFY 1982-1986 ............ . ...... . 
]FY 1987-1991 . ............ . ..... . 

Total ..• .•..••••• . . • •. 

Dollars 

$222,252 
212,557 
156,915 
253,555 
110,206 

~~ 

Pounds Swiss Francs 
(in thousands) 

£ 4,726 
3,646 SF4,SOO 
3,646 
6,489 

£18,507 SF4,500 

Yen 
(in millions) 

¥ 72,247 
72,003 
51,256 
83,303 
33,943 

¥312,7~.J. 

( 1) Translations of amounts in foreign currencies to amounts in yen in this table arc ,.,.., le at the 
central rates communicated to the IMF as of December 31, 1971, except for conversion of Swi:;s +,;mes, 
which is made on the basis of the gold value of the Swiss franc as reported by Switz~rland to the 
European Monetary Agreement. The rates are as follows: 

1 $ =¥308 

1 £ =¥802.56 

1 DM =¥ 95.58 

1 SF =¥ 80.21 

The yen equivalent o{ (a) direct funded debt, (b) funded debt guaranteed by the J apanese Govern­
ment an<l (c) funded dcht guar:mteed by Government agencies, translated at exchange rates in effect 
in New York City on March 31.1 1976, were, respectively, ¥37,901 million, ¥639,280 million and ¥297,357 
million. 

(2) The sterling bonds shown in this table include the relatively small amount of bonds whose holders 
have not accepted the respective debt settlement offers. They also include all sterling bonds 1 cvalidatcd by 
March 31, 1976. Jn addit "' n to the principal amount of bonds outstanding, $2,107,291 and £512,428 of 
matured bonds (together with Coupon Strips of $1,682,791 and £349,021, respectively) wer~ held by 
persons who had not accepted the respective debt ::;cttlement ofTcrs as of Marcl 31, 1976. 

(3) Certain obligations are at floating interest rates ranging from 0.625% to l 50% per annum abo\'e 
the prime rates charged by various United Stntes banks. 

MISCELLANEOUS OBLIGATIONS 

After W orld War II, Japan entered into agreements to pay reparations to four countries. The only 
signific:mt such agreement under which Japan remains obligated is with the Philippines. T he agreeme:1: 
c:ills £or p:tyment in i;oods and services in approxim:itcly equal annual amounts, subject to the nvaiJability 
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for delivery of such goods and services. The value of remaining payments as of June 30, 1976, all oi 
which are expected to be made by July 22, 1976, is $13,392,068. 

Addition:!.lly, Japan entered into voluntary economic and tecnnical cooperation agreements with 
various count.-ies which did not or could not otherwise claim reparations from Japan. Such agreements 
still remain ic effect with Burma and require Japan to supply goods and services on generally the same 
terms as contained in the Philippines reparations agreement. The valul' of payments remaining to be 
made as of June 30, 1976, -a.11 of which are expected to be made by Apri. LS, 1977, is $10,726,556. 

SUBSCRIPTIONS TO INTERNATIONAL FINANCIAL ORGANIZATIONS 

Japan is obligated to contribute to the capital subscriptions and, in some cases, t.o the additional 
financing requirements of certain international ort;anizations in which it participate!1. Certain of its 
obligations to such organizations are set forth on pag! 47. Additional information is provided below. 

Japan's current :;ubscription to the International Monetary Fund is SDR 1,200 million (equivalent 
to $1,404.8 million as of December 31, 1975). Of Japan's subscription, 25% was paid in gold, 1 % in yen 
and 74% in non-negotiable, non-interest bearing notes payable on demand in yen. 

Japan's subscription to the capital of the World Bank is $1,234.1 million. Of this amount, 10% has 
been paid (9% in yen and 1 % in dollars) and 90% is callable by the World Bank if required to meet its 
obligations in respect of funds borrowed or indebtedness guaranteed by the World Bank. 

Japan's current subscription to the capital of the International Development Association is $776.5 
million. Japan's subscription to the capital of the International Finance Corporation is $2.8 million. 

Japan's subscription to the capital 0f the Asian Development Bank ("ADB") is $(i03.2 million, 
representing 12.8% of the ADB's total subscriptions. Of this amount, 32% represents paid-in capital 
and the remaining 68% is callable by the ADB if required to meet its obligations in respect of £unds 
borrowed or indebtedness guaranteed by the ADB. 

Japan's subscription to the capital of the Afric:rn Development Fund, an affiliate of the African 
Development Bank, is $16.7 million. This subscription represents 11.3% of the African Development 
Fund's total subscriptions. 

Japan's subscription tu the inter-regional capital and its contribution to the Fund for Spc:cial Operation 
of the Inter-American Development Dank will be $68.7 million each. 

OFFIC'TAL PUBLIC DOCUMENTS 

The documents referred lo in the portion <>f this Prospectus relating to Japan as being the sources of 
fiuanci:ll or statistical data set forth therein arc in all cases official public documents of Japan, its agencies 
or The Bank of Japan, with the exception of the United Na ions, T/ic De111ographic Y carbook, 19i ./; 
Japan Productivity Center, Quarterly Jo11r11al of Prod11cti11ity; the International ~Joneta11• Fund, 
IntBn1atio11al Financial Statistics; and the Orgnni sntion for Economic Co-operation and Development, 
Rct•.: 1111c Stotistics. t;nlcss otherwise indicated, all suc11 J apanese official public documents :ire published 
in English as well as Japanese. 
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• I 

DESCRIPI'IO~ OF THE NOTES AND GUARANI'EE 
Gener Bl 

The Notes will be payable as to interest and principal in such coin or currency of the United States 
as at the time oi payment is legal tender for the payment therein of public and private debts, at the office 
of The Bank of Tol...·yo Trust Comf".IlY1 New York, N. Y., or its successor as fiscal agent, pursuant to 
a Fiscal Agency Agreement dated as of July 15, 1976 to be executed between the Bank, Japan and The 
Bank of Tok")'o Trust Company (the "Fiscal Ageut"), except that interest on the fully registered Notes 
will be payable to the -registered holders of such Notes who were such at the close of business on the 
last day of the month next preceding the interest payment date and may, at the option of the Bank be 
payable by checks mailed to such registered holders. The Fiscal Agent is not a trustee for the Note 
holders and does not have the same re.sponsibilities or duties to act for such holders as would a trustee. 
The Notes are to mature July 15, 1981. Interest payment dates are January 15 and July 15 commencing 
Janua;·y 15, 1977. 

The Notes arc to be issued in definitive bearer form with interest coupons attached, registrable as to 
principal, in the denomination of $1,000, and in definitive fully registered form without coupons, in thr 
denominations of $1,000 and any multiple thereof. Any fully registered Notes issued upon original issue 
may be exchanged for coupon Notes without charge to the holder. 

Rnnk of Notes 

The Notes will be unsecured. At the tim~ of issuance they wiil rank on a parity with all other 
indebtedness of the Bank, except that cemin preferential rights, such as preferential rights of employees to 
wages, are granted by the Japanese Civil Code to certain specified types of creditors. 

The Bank will agree in the Notes that if it shall, in the future, secure any loan, debt, guarantee or other 
obli~tion, now or hereafter existing, by any lien, pledge or other charge upon any of its present or future 
assets or revenues, the Notes shall share in and be secured by such lien, pledge or other charge equally and 
ratably with such other loan, debt, guarantee or other obligation. 

Gunrnotee of Jnpan 

Japan will unconditionally guarantee payment of principal and interest on the Notes. The guarantee 
will be a general obligation of Japan, and the full faith and credit of Japan wlll be pledged for the per­
formance thereof. The gu1rantec will rank pari pasm with all other general obligations of Japan without 
any preference one above the other by reason of priority of dat 1~ of issue or otherwise. Japan will agree 
that the guarantee may be enforced, in the event of default by the Bank, without making prior demand 
upon or seeking to enforce remedies against the Bank. 

Japan will agree in the guarantee that if it shall, in the future, secure any loan, debt, guarantee or other 
obligation constituting external debt, now or hereafter existing, by any lien, pledge or other charge upon 
any of its present or future assets or revenues, the guarantee shall share in and be secured by such lien, 
pledge or other charge equally and rntnbly with such other loan, debt, guarantee or other obligation. 

Tnxplion 

1rtere5t on nnd principal of the Notes will be payable without deduction for or on account of 
nny vrescnt or future taxes or duties, of whatsoever nature, imposed or levied by or within Japan or 
hy or within any prefecture, municipality or other political subdivi•,ion or taxing authority therein or 
thereof. hut the fo regoing provision shall not be construed as t.xcmpling any Note or the income 
therefrom from taxation when the bearer or registered owner •hereof (or the beneficial owner thereoi 
~ ~ he is a pcrso11 other than the bearer or registered owner) is subject to taxation tl•ercon or on such 
mcomc, otherwise than by reason of his ownership of such Note or the receipt of income therefrom. For 
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ex.ample, the bearer or registered owner of a Note who is taxable as a resident of Japan would not be 
entitled to such exemption. The foregoing provision does not provide exemption from taxation by any 
country oth!r than Japan. 

As regards United States taxation, in the opinion of Milbank, Tweed, Hadley & McCloy, special 
counsel for the Bank and Japan, interest on the Notes is currently exempt from United States income 
ta.xes, including withholding taxes, if paid to an individual who is not a citizen or resident of the United 
States, or to a corporation organized under the laws of a country other than the United States, whether 
or not such individual or corporation is engaged in trade or business in the United Statt s, unless 

(i) the corporation is an insurance company carrying on a life insurance h•1siness in the United 
States to which the intere.st is attributable, within the meaning of the United States Internal Revenue 
Code, or 

(ii) the individual or corporation has an office or other fixed place of business in the United 
States to which the interest is attributable and the 1nterest either is derived in the acth·e conduct of 
a banking, financing or similar business in the United States or is received by a corporation the 
principal business of which is trading in stocks or securities for its own account, and certain other con­
ditions exist. 

In the f urtber opinion of Milbanlc, Tweed, Hadley & McCloy, interest paid by the Bank on the 
Notes will, for United States income ta.x purposes, constitute i.1come from sources without the United 
States, provided that the Bank continues to derive more than soro of its gross income from the conduct 
of a trade or business outside the United States. 

Acceleration of l\lnturity 

In case of default in any payment of interest on the Notes, and continuance of such defattll for 
a period of 30 days, each Note will l.iccome due and payable at the option of the bearer or registered 
owner of such N otc upon written notice to the Fiscal Agent, unless prior to the receipt of such notice 
by the Fiscal Agent all default s shall have been Cllred. No periodic evidence is required to be furnished 
by the Bank to the F iscal Agent as to the uhscncc of defau lt. 

Reclenapliou 

The Notes are not redeemable prior to mnlurity. 

Govtim ing tnw 

The Fi~.:nl Agency Agreement, the Note:; nnd lite guarnntcc of Japan all provide that they shall 
be governed by, and interpreted in accordnm:e with, the lnws of the State of New York. except with 
respect to authori zation and execution by the Bank and Japan or the Fiscal Ar:ency Agreement and the 
Notes and the guarantee of Japan, as tl1e case may he, and any other matters req uired to be governed 
by the laws of Japan. 

Consent lo St~rvice 

The Bank will cfTcct the irrevocable nppoint ment or the Fiscal Agent as its nulhorizccl a[;en t upo;'I 
which process may he served in any nct ion hasccl upon the Notes (i.e. asserting rights set forth in the 
Notes) which may lie instituted in any Stat<! or Federal court in The City of New York by 1111y holder of 
u Note or coupon nnd will ncccpt the jurisdiction ()f such court in r. 11ch action. The lb11k will also w-:ti\·e 
irrevocably any immunity to which it 111ighl' otherwise be entitled in any action based upon the ?\otcs. 
Japan has made no such appointment or waiver of i11111111nity. The Fisc:'ll Agent is not the agent fo r ser;. 
ice fo r nct ions brought under the federal securities l:iws nor does the Bank's wniver of immunity exte71d 
to such actions. 
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The foregoing statements include brief summaries of some of the provisions of the forms of Notes 
and Guarantees and oi the Fiscal Agency Agreement, copies of which are filed as exhibits to the Regis­
tration Statement. Such statements do not purport to be complete and are qualified in their entirety 
by reference to such exhibits. 

Listing 

The Bank has agreed to make application to list the Notes on the New York Stock Exchange. Such 
listing is contingent, among other things, upon sufficient distribution of the Notes being effected to meet the 
requirements of the E.xchange. 

AUTHORIZED AGENTS IN THE UNIT1';0 STATES 

The authorized agents in the United States of the Bank and Japan, for the purpose of the United 
States Securities Act of 1933, are, respectively, Jun Kano, Duly Authorized Representative in the 
United States of The Japan Development Bank, and Tadayuki Koizumi, Duly Authorized Repre­
sentative in the United States of the Minister of Finance of Japan. 

LEGAL OPINIONS 

The validity of the Notes and of the £"~··m ~ec thereof is being passed upon rm behalf of the Bank 
by Nobukata Naritomi, Esq., of Tokyo, Jai.i:m (who is passing only upon the Notes), on behalf of Japan 
by the Director-General of the Cabinet Legislation Bureau of Japan, and on behalf of the Dank and 
Japan by Milbank, Tweed, Hadley & McCloy of New fork, N. Y. The validity of the Notes and of 
the guarantee thereof is being passed upon on behalf of the Underwriters by Sullivan & Cromwell of 
New York, N. Y. and by Dlakemore & Mits11ki of Tokyo, Japan. In giving their opinions, Milbank, 
Twt'i!d, Hadley & McCloy and Sullivan & Cromwell may rely as to malters of Japanese law upon 
the opinions of other counsel refcrred to in this para~raph, and Nobnkata Naritomi, Esq. and Blakemore 
& Mitsuki may rely as to matters of New York law upon the opinions of Milbank, Tweed, Hadley & 
McCloy and Sullivan & Cromwell. All statements in the Prospectus with respect to or involving matters 
of Japanese law have been passed upon by Nobukata Naritomi, Esq. (with respect to matters relating to 
the Dank and its business) , by the Director-General of the Cabinet Legislation Bureau and by Blakemore 
& Mitsuki and arc stated herein on their authority. Statements as to United States taxation in the 
Prospectus under the caption "Description of the Notes and Guarantee-Taxation" have been passed 
upon by Milbank, Tweed, Hadley & McCloy and arc stated herein or their authority. 
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UNDERWRITING 

The UndemTiters nametl'below have SPverally agreed to purchase from the Bank tl1e following r"'spec­
tivc principal amounts of the N ates: 

Undcrw1 itcr 

The First Boston Corporation .................... . .... . . . .... . . . 
DiUon, Read & Co. Inc. ........ . .......... . . . ....... . .. .. . . ... . 
Smith Barney, Hcirris Upham & Co. Incorporated ... .. . . ... . .. .. .. . 
The Kikko Securities Co. International, Inc ....... .. ..... . .. . .... . 
ABD Securities Corporation .. . . ... . .. . ... . •..... . .... . ......... 
Adams & Peck .... .. ..... .. .. . .. .. . .. .. . ....... . .... .. ..... . . 
Arnhold and S. Bleichroeder, Inc. . . . . ... .. .. . . .. .. . .... .•...... . 
Bache Halsey Stuart Inc. . . .......... . .. . ....... . ............. . 
Basie Securities Corporation .......... . ... . ... . . . .. .. . . . ... . ... . 
Bateman Eichler, Hill Richards Incorporated ..•. . ... . .. . . . •..•. .. 
Bear, Stearns & Co . . ..... .. . . ..... . . . ...... . .. . . . ............ . 
Willi<:m Blair & Company ....... . . . .... . .. .. . .. .... .. .. . ...... . 
Blyth .Eastman Dillon & Co. Incorporated ..... . . . ... . .. • ......... 
Dain, Kalman & Quail, Incorporated . . ...... . ..... . . .. . .... .. . . . 
Daiwa Securities America Inc . . .... . .. . . . ........ . .... . •. . ...... 
Donaldson, Lufkin & Jenrette Ser.urities Corpor:ition . ..... . ....... . 
Drexel Burnham & Co. Incorporated .. .. ...... . ................ . 
A. G. Edwards & Sons, Inc . . ..................... .. ... . ....... . 
EuroPartners Securities Corporation .... . ....... . . ... ....... . ... . 
Goldman, Sachs & Co. . ............ . ........... . . .. . ...... . ... . 
Hornblower & Wceks-Hemphi.J, Noyes Incorporated ...•..... . .. . . . 
Howard, \Veil, Labouisse, Friedrichs Incorporated ... . ..... . ... . .. . 
E. F. Hutton & Company Inc ........ . .............. . .. . .. . .... . 
Keefe, 1Jruyette & Woods, Inc .................. . ............. . . . 
Kidder, Peabody & Co. Incorporatccl .... . ............. . ..... . . . . 
Kleinwort, Benson Incorporated ..... ......... . ..... .. .. . ..•.... 
l( uhn, Loeb & Co . ........... ... ........... . .. . .. . .......... . . . 
Lazard Frercs & Co ... .................. . .......... . ..........• 
Lehman Brothers Tncorporated . . . .. . . . ....... . ........ .. ... ... . . 
Loeb, Rho:ides & Co. . . .. .. . .. . . . . . . .... . .... . . ............ ... . 
Loewi & Co. Incorporated .. . ... . ............ . .....•. . ... ... .. . . 
McDonald & Cotnpany ..... . ... . . . .. . . .. .. . ........ . . . .. .. .... . 
Merrill Lynch, Pierce, Fenner & Smith Incorporated . ..... . .. . ..... . 
Morgan Stanley & Co. fncorporatcd ..... . ............. .... ..... . 
New Court Securities Corporation .......... . .. ..... . . .. . ....... . 
New Japan Securities International Inc ............... . .......... . 
Nomura Securi ties lnternatioual, Ji:c . . , .....•.. . . . ..•. .. . . .... . .. 
Pai11e, Webber, Jackson & Curtis Incorporate<l ........ . ......... . . 
Piper, J affray & Hopwoo<l lncorporatcd ..... . ............ .. ..... . 
Prescott, Dnll & Turhen ...... . ....... . .. . ................ ... . . 
R. \V. P ressprich & Co. Inc:urporatcd .. ..... ............ .. .. .... . 
Hcynolcls Securities Inc .... . .. . .. . .. . ...... ... ...... . ......... . 
Robert Fleming Incorporated . ................................. . 
The Robinson-J Iu111phrcy Company, lttc . . ... . .............. . .. .. . 
L. F. Rothsc hild & Co ...................... .. ... ... .. .. ..... .. . 
Salomon Brothers ......... ... .. ... ..... ...... ......... .. ..... 
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Prmcipal 
Amount 

$ 8,775,000 
8,775,000 
8,775,000 
8,775,000 

800,000 
400,000 
800,000 

1,650,000 
800,000 
400,000 

1,100,000 
400,000 

1,C50,000 
400,000 

1,650,000 
1,650,000 
1,650,000 

400,000 
800,000 

2,250,000 
1,650,000 

4-00,000 
1,650,000 

400,000 
1,650,000 

800,000 
2,250,000 
1,650,000 
1,650,CXYJ 
1,650,000 

'100,000 
400,000 

2,250,000 
2,2r;o,ooo 

800,000 
800,000 

! ,650,000 
1,650,000 

400,000 
400,000 
800,000 

1,650,000 
800,000 
400,000 

1,100,000 
2,250,000 



Underwriter 

Shearscn Hayden Stone Inc . .... . .. . .. . . .. .... . . .. • .. . . . . .•..... 
Shields Model Roland Securities Incorporated . .. .. .. . .......... . . . 
Shuman, .Agnew & Co., Inc ...... . .... . .•.. .. . . •. . .. . .... .. ..... • 
SoGen-Swiss International Corporation .....•..... . ...... . ..•.. . . 
Stone & Youngberg ................ •... ...•............... . .. • 
Stuart Br Jthers ................... . .. . . .. .. •.. •. . .......... ... 
Sutro & Co. Incorporated . . .. . .. . .... . .. ...... ... .•...•...•.. .• 
Tucker, Anthony & R. L. Day, Inc ........ . ... . .... . ....... . .. . . . 
UBS-DB Corporation ...... ~ . . ... . .. .. •... . ...•...•. .• .•..••.•. 
Warburg Paribas Becker Inc ... . .... . ............ .... .... .... .•. 
Weeden & Co. Incorporated .. . ...... .. . .. . . ... . . .. ..... . ..• . . .. 
Wertheim & Co., Inc ..... . .... •... .. .. . . . .... . ............. . .. 
White, Weld & Co. Incorporated . .. .. . . . ... . . . .... • . .. . ... .. .... 
Dean Witter & Co. Incorporated . .... • •. ... •.. . .. • ..•..•.... • . . .. 
Wood, Stmthers & Winthrop Inc ..... . . .. .. .. ... . ........ . . . .. . 
Y amaichi International (America), Inc. . .... ..... .. .. . .. . . •... . . . 

Total . . .... ...... . ..... , . .. . . . .. .... . .. .. .......... . 

Principal 
Amount 

$ 1,100,000 
1,·,Jo,000 

400,000 
800,000 
400,000 
400,000 
400,000 
800,000 
800,000 

1,650,000 
1,100,000 
1,650,000 
1,651),000 
1,650,000 

800,000 
1,650,000 

$100,000,000 

The Underwriting Agreement provi<lc:s that the obligations oi the Underwriters are subject to certain 
couditions precedent and that the Underwriters will be obligated to purchase all of the Notes if any are 

purchased. 

The Bank has been advised by The Fir:;t Boston Corporation, Dillon, Read & Co. Inc., Smith 
Barney, Harris Upham & Co. Incorporated and The Nikko Securities Co. International, Inc., as Repre­
~entatives of the Underwriters, that the Underwriters propose to offer tlie Notes to the public initially 
at the offering price set forth on the cover page of the Prospectus and, through the Representatives, to 
certain dealers at such price less a concession of .SOo/o of the principal amount of the Notes; that the 
Underwriters and such dealers may allow a discount of .2sro of such principal amount on s.-ilcs to other 
dealers; and that the public offering price and concessio'l and discount to dealers may be chnnged by 
the Representatives. 

FURTHER INFORMATION 

Further informntiL'~ concerning these securities nnd their issuer is to be round in the Registration 
Statement on file with the Securities and Exchange Commission. 

The undersigned, Govea "'!Or of The Japan Develnpment Bank, in his official capacity as such 
Governor, thereur.;o duly authorized, has supplied the informa ton set forth here.in under the caption 
"The j :lpan Development Dank", and such information is stated on his authority. 

The undersigned, Minister of Fi1rnnce of Japan, in his official capacity as such Minister, thereunto 
duly authorized, has s11ppliecl the information set forth herein under \he cnption "Jnran", and such infor­
mation is stated on his authority. 

TDE JAPAN DEVELOHIF.KT BAl\K 

By Encm Yosn:OKA 
Gov~rnor 
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j Al'AN 

By MAsAvosm OnmA 
Minister of Finan ·e 



The Japan Development Bank 
(NIPPON KAIHA TSU GINKO) 



ti1r::: 



' 
·n1e Flscnl Year coven one yctu from Apnl 1 or the ycnr to 

"l M:uch 31 of the noKl yec1r. 

Unless otherwise lndicnted In this roporl , trnn ~l n tiom of 
Japnncso Yen into United Stnlcs dollan uro m3de, for 
convenience slke, :ll the rate of JOH Yen to the UnltcJ 
St~ tcs dollnr. 

1110 Ogurcs In thit report nrc 1ounclc1l to the 1111111cst nnnl 
dlgi l$. 

TI1e term " 'illl lon" Is used to mcun one thousnncl 111illlo11. 




