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1. Introduction
In 2000, Japan adopted 93SNA.  At that time, Financial Intermediation Services Indirectly Measured (FISIM) was not introduced.  It was because unresolved problems concerning the FISIM measurement procedure still existed in the 93SNA, and we did not evaluate the impact on GDP and other accounts.  Accordingly, the output of financial intermediary institutions is measured as the total property income receivable by financial intermediaries minus their total interest payable, excluding the value of any property income receivable from the investment of their own funds.  The output is recorded as the intermediate consumption of a nominal industry.
The base year of SNA in Japan’ is scheduled to be revised in 2005.  Major changes are the deflator base year, updating basic statistics such as I/O tables, and the methods of estimation for some figures.  Estimated figures are expected to be revised.

Changing method of estimation and allocation of FISIM will have big impact on SNA figures.  To avoid making large occasional revisions to SNA figures, the preferred approach is to time the start of FISIM estimation and allocation to coincide with the standards revision.  Accordingly, 2005 is a good chance for us to begin FISIM estimation and allocation. At the present stage, however, unresolved problems remain and the estimation and allocation method has not been decided yet.  If the FISIM allocation exerts an inappropriate influence on important indicators such as GDP, there is a possibility such figures will be released not as formal published figures but as reference indexes in 2005.

For the international comparability of the SNA, we are trying to apply the method described in the European Council’s Regulation No. 448/98 of 1998 and the European Commission’s Regulation No. 1889/2002 of 2002.  It is necessary to add several changes corresponding to Japan’s actual circumstances.  It is also necessary to revise the estimation method because of the lack of statistics.

This report introduces the FISIM estimation values of Japan at the current stage.  In Section 2 we summarize the estimation method and explain the differences from the European Council’s Regulation.  In Section 3 we give the estimation values from FY1995 through FY2001 and evaluate the impact on the level of and growth rate of GDP.  In Section 4 remaining problems to be solved are shown.

Readers should note that the estimation method and figures shown in this report are provisional and may be revised based on future investigation.

2. The Methodology of allocating FISIM
(1) FISIM

Financial intermediaries collect consideration for indirect services by charging higher rates of interest to borrowers of funds than such borrowers would otherwise pay if they procured funds without going through a financial intermediary, and paying a lower rate of interest to lenders of funds (depositors) than such lenders would otherwise receive if they invested their funds without going through a financial intermediary.  For the SNA, the output value of such services that are not explicitly charged must be measured using a special method.  This method is referred to as Financial Intermediary Services Indirectly Measured (FISIM).

For the borrower side and lender side of funds, respectively, FISIM is measured as follows.

FISIM consumed by funds borrowers  =  (Rate on loans – Reference rate)  x  Stock of loans

FISIM consumed by funds lenders  =  (Reference rate – Rate on deposits)  x  Stock of deposits
This reference rate represents the pure cost of the borrowed funds – that is, it shows the rate from which the risk premium has been eliminated to the greatest extent possible and which does not include any intermediation services (93SNA 6.128).

The sum of Parts A and B in Figure 1 is the FISIM.

Figure 1 Simple FISIM illustration

(When the stock of loans < the stock of deposits)









FISIM = A + B

(2) Scope of Financial Intermediaries that Generate FISIM

The European Commission has defined the scope of financial intermediaries that generate FISIM as “other depository corporations” (S.122) and “other financial intermediaries except insurance corporations and pension funds” (S.123)
, and we are following this definition.

(3) Scope of Financial Products that Generate FISIM

Financial products that generate FISIM are those products thought to satisfy the following two conditions:

(
They are not handled in direct finance market (i.e., products that can be obtained only from a financial intermediary).

(
There are no direct fees.

If such products were handled in direct financial markets, financial intermediaries would be unable to control the interest rate and would not be able to collect the service fee.

On the deposit side, deposits and bank debentures satisfy these conditions.  Bank debentures are bonds that limited banks are authorized to issue.  Holders of the bonds receive refund of principal plus interest at maturity.  Although bank debentures take the form of bonds, most bonds are not traded in the market and in reality have the same characteristics as deposits, and should be included in the measurement of FISIM.

On the loan side, bonds offered through private placement may also qualify as loaned funds.  Although such private placement bonds are debentures issued by corporations, unlike public offering bonds they are issued to designated investors.  When financial intermediaries underwrite and continue to hold private placement bonds, such bonds have characteristics that are quite similar to loans, and perhaps conceptually should be included in the measurement of FISIM.  We were unable to obtain statistics of private placement bonds this time.  So the measurement of FISIM in this report does not include private placement bonds.  Further investigation will be required to decide whether to include private placement bonds from a conceptual viewpoint.

(4) Central Bank

The output of the Central Bank is not taken into account in the measurement of FISIM; the value of its output is measured as the sum of the Central Bank’s costs.

(5) Reference Rate Method

In the European Commission Regulation No. 1889/2002, "Method 1" was selected as the reference rate.  This rate is calculated according to the following equation.

Interest receivable on loans between S122 and S123  /  Stock of loans between S122 and S123
In Japan, interest receivable between financial intermediaries is not measured.  We tried the following two methods.

a. Method 4 (a) Average of lending and deposits rates which are undertaken with the resident institutional sectors (except with the central banks)
b. Interest rate paid by financial intermediaries (S122 and S123) to financial institutions (S122, S123, S124 and S125) (including financial intermediaries, life insurance companies, etc.)

Method (a) (Method 4a described in the EC Regulation) obtains a stable result, but it is weak in theoretical justification.  If Method (b) is considered a proxy for Method 1 it is possible to give it theoretical significance, but investigation is required to determine whether it will enable stable measurement of FISIM.  Because the stock of loans borrowing from financial institutions other than financial intermediaries is not so large, the discrepancies compared to application of the strict Method 1 will be minimal.

As a result of comparing the two reference rates, we have adopted the latter option as a proxy for Method 1.  There are no large differences in their movements.

(6) Breakdown of FISIM by Institutional Sector

We cannot fully comprehend the amounts of interest receivable and interest payable between each system sector and financial intermediaries.  For this reason we have adopted a method of measuring total FISIM and using supplementary information to break down FISIM to institutional sectors.

For the financial instruments in Sub-section (3), For the financial intermediaries in Sub-section (2), on the loans and on the deposits, respectively, total FISIM values are calculated using the method in Sub-section (1).

We broke down the FISIM on the loans as follows.  As the interest payable from each institutional sector to financial intermediaries (S122 and S123) were not possible, we used the interest payable to financial institutions (S122, S123, S124 and S125) (including financial intermediaries, life insurance companies, etc.).  We estimated FISIM for each institutional sector using the equation in Sub-section (1).  FISIM on loans to each institutional sector was broken down in proportion to this figure.
We broke down the FISIM on the deposits as follows.  We cannot calculate FISIM on the deposits by each institutional sector because of the lack of statistics.  We broke down the total FISIM on the deposits in proportion to the stock of deposits and bank debentures held by each institutional sector.  Imports of FISIM are totally regarded as intermediate consumption by financial intermediaries.  If the deposit interest in each institutional sector is identical, FISIM by each institutional sector and apportioning the total amount by using deposit balances will yield the same result.  The differences in deposit interest rate in each institutional sector are not very large.  Considering that postal savings deposits create FISIM on the deposits only for households, there is a possibility that we can refine the method.
(7) 
Further breakdown for the Household Sector

FISIM consumed by household sector must be further divided between households as consumers and as producers (unincorporated enterprises and producers of housing services).  The former are allocated into final consumption expenditure, while the latter are allocated into intermediate consumption.

We break down the FISIM on the loans as follows.  Stock of loans and interest payable to financial institutions (including financial intermediaries, life insurance companies, etc.) are separately recorded as (a) consumer credit, (b) dwelling loans and (c) loans to unincorporated enterprises.  For each of these respectively, we estimate FISIM using the equation in Sub-section (1) then divide the FISIM on loans to the household sector (obtained from Sub-section (6)) in proportion to these amounts.  The amount for (a) is allocated to households as consumers, and the amounts for (b) and (c) are allocated to household as producers.

FISIM on the deposits are broken down as follows.  The Bank of Japan’s flow of funds statistics does not separate households as consumers and households as producers.  So we use other survey researches on households.  Workers households are regarded as households as consumers.  Unincorporated enterprises and agriculture, forestry and fishery households are regarded as households as producer.  We estimate the stock of deposits for each respective category.  We break down the FISIM on the deposits in proportions to thus obtained amounts. 

(8) Estimation Method for Imports and Exports of FISIM

Payments and receipts of interest on deposits, payments and receipts of interest on loans to/from non-residents are available on international balance of payments.  Stocks of loans and deposits to/from non-residents are available on flow of funds statistics.  The preferred approach would be to measure FISIM imports and exports using these figures.  But using these figures gives the interest rate on deposits bigger than the interest rate on loans for both domestic sectors and overseas sectors.  Accordingly, using these figures would lead to the negative FISIM consistently.

Although we are continuing to investigate calculation methods that will resolve this point, we still have not reached the conclusion.  There are methods to calculate the export amount by using a representative index, such as the yields on the international business of large domestic banks, but these do not yield stable results. Estimation of the import of FISIM is  also difficult because of the lack of statistics.
In the current calculation, we estimate import and export of FISIM as follows.  There is a large difference between the domestic and overseas interest rates in Japan, we cannot adopt a fixed assumption of the interest rate level.  So we regard the ratio of FISIM and total interest rate are the same on domestic translations and import and export.

Although we believe this does not create a large distortion in figures such as GDP, because the amount of FISIM imports and exports is small, the theoretical grounds for this assumption are inadequate and therefore will require continued study in the future.

The methods of calculation are as follows.

M1  =  ( Interest rate on Loans – Reference rate)  /  Interest rate on Loans

M2  =  (Reference rate – Interest rate on deposits)  /  Interest rate on deposits

Export of FISIM on Loans  =  Interest  receivable on loans from overseas residents  x  M1

Export of FISIM on Deposits  =  Interest payable on deposits to overseas residents  x  M2

Import of FISIM on Loans  =  Interest payable on loans to overseas residents  x  M1

Import of FISIM on Deposits  =  Interest receivable on deposits from overseas residents  x  M2

(9) FISIM at constant prices

FISIM at constant prices are calculated as follows.
Stock of loans (deposits) at constant 1995 prices  x  Base year (1995) FISIM margin

We have applied the GDP deflator to the estimation of stock of loans (deposits) at constant prices.  When using the GDP deflator, the following process must be used to calculate the actual estimate:

(
Estimate GDP (excluding FISIM) deflator from nominal and real GDP (excluding FISIM)

(
Estimate FISIM real values

(
Estimate GDP (with FISIM) deflator from nominal and real GDP (with FISIM)

(10) Differences with the Eurostat Method

A summary of the differences between the method used at the present stage in Japan and the Eurostat method is as follows.

(
In addition to deposits includes bank debentures as deposit side products.

(
The possibility of including private-placement bonds in addition to loans as loan side products (under investigation).

(
Uses the interest rate for payments from financial intermediaries to financial institutions (including S124 and S125 (financial intermediaries, life insurance companies, etc.)), rather than the rate of interest received from other financial intermediaries, as the reference rate.

(
Breakdown of the FISIM on loans by institutional sectors, based on the amount of interest payable from each institutional sector to financial institutions.

(
Breakdown of the FISIM on deposits by institutional sectors, based on the stock of deposits.

(
Uses the ratio of FISIM to the total interest rate obtained from an estimation of domestic FISIM, to the imports and exports of FISIM (under investigation).

3. Estimation Results and Evaluation

The trial estimation results (FY1995 through FY2001) using the method described in Section 2 are shown below.

(1) Composition of Financial Assets and Liabilities of Institutions Subject to FISIM

The composition of financial assets and liabilities of institutions which produce FISIM is shown in Figure 2.  On the liabilities side, bank debentures are not so large.  In addition, on the asset side, private-placement bonds (now under consideration in a concept) are included in corporate bonds.

(2) Reference Rate

Figure 3 shows the reference rate.  The trend is downward, from 4.1% in FY1995 to 2.2% in FY2001.

The reference rate seems to be rather high, considering the so-called "zero interest rate" in Japan. The reference rate is at a much higher level than the interbank rate between only banks.  This reflects the high interest rate paid by nonbanks
 (close to the borrowing rate for non-financial corporations) and the high interest rate paid to the Fiscal Investment and Loan Program funds from public finance institutions
 (close to the borrowing rate for government departments).  Nonbanks and public finance institutions account for a large share among financial intermediaries.

(3) FISIM Output Value

The FISIM total amount is shown in Figure 4.  The level is somewhat lower than the present level of imputed interest. Imputed interest, however, also includes the central bank and non-intermediation-type financial institutions.

The FISIM produced divided by total commissions and fees charges by S122 and S123 are shown in Table 1.  At an average of 80%, the FISIM percentage is high compared to EU member countries.

Figure 2 Composition of financial assets and liabilities of institutions subject to FISIM at the end of FY2001

(“Flow of Funds Account” [Prepared by the Bank of Japan Research and Statistics Department])

	Assets (\22.6 trillion)
	Liabilities (\22.4 trillion)

	Cash (0.7%)
	Deposits (49.4%)

	Deposits (7.3%)
	

	Financial Investment and Loan Program (FILP) deposits (9.2%)
	

	Loans (58.2%)
	

	
	Financial Investment and Loan Program (FILP) deposits (16.6%)

	
	Borrowings (22.4%)

	Securities other than stocks (16.3%)
	

	Corporate bonds (1.1%)
	Securities other than stocks (6.4%)

	
	Bank debentures (1.9%)

	Stocks and investments (3.1%)
	Stocks and investments (3.8%)

	Other assets (5.2%)
	Other liabilities (1.4%)


Figure 3 The reference rate
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Figure 4 FISIM output
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Table 1 FISIM produced and commissions and fees charges by S122 and S123
(Fiscal year, billions of yen, %)

	
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	95-01 mean

	FISIM
	20,569
	21,114
	21,296
	21,667
	20,489
	21,599
	24,144
	21,554

	
	80.0%
	80.4%
	81.4%
	82.4%
	75.3%
	78.0%
	80.7%
	79.8%

	Commissions and Fees charges
	5,128
	5,139
	4,858
	4,633
	6,734
	6,085
	5,764
	5,477

	
	20.0%
	19.6%
	18.6%
	17.6%
	24.7%
	22.0%
	19.3%
	20.2%


(4) Breakdown of FISIM

The Breakdown of FISIM are shown in Table 2.  Looking at FY2001, in contrast to a domestic amount of \24.1 trillion, intermediate consumption is \7.9 trillion, and final consumption is \16.2 trillion.  As an institutional sector, the household sector is the largest.  On the borrower side for financial institutions other than financial intermediaries there is negative FISIM, but considering the peculiarities of these institutions (low rate of interest on borrowings because of their large public institution-like character and extremely strong creditworthiness), it will be necessary to study the handling of this (In this trial estimation, the consumption amount for all financial institutions including the lender side is positive).

Table 2 Breakdown of FISIM

 (Fiscal year, billions of yen)

	
	1995
	1996
	1997
	1998
	1999
	2000
	2001

	Domestic output 
	20,569
	21,114
	21,296
	21,667
	20,489
	21,599
	24,144

	Export 
	512
	580
	605
	575
	389
	464
	460

	Import 
	409
	406
	459
	509
	346
	398
	506

	Domestic consumption
	20,466
	20,940
	21,150
	21,602
	20,466
	21,534
	24,190

	Financial institutions (A)
	1,114
	1,100
	1,066
	914
	596
	558
	705

	Non-financial institutions (B)
	3,491
	3,103
	2,960
	3,400
	3,232
	3,632
	3,647

	General government (C)
	3,194
	3,428
	3,445
	3,384
	3,342
	3,541
	3,989

	Households
	12,076
	12,830
	13,310
	13,547
	13,001
	13,554
	15,562

	Households as consumers (D)
	9,847
	10,480
	10,926
	10,853
	10,379
	10,823
	11,969

	Household as producers (E)
	2,228
	2,351
	2,384
	2,693
	2,622
	2,730
	3,594

	Non-profit Institutions Serving households (F)
	591
	479
	368
	358
	274
	249
	285

	Intermediate consumption (A+B+E)
	6,834
	6,554
	6,411
	7,007
	6,451
	6,920
	7,946

	Final consumption (C+D+F)
	13,632
	14,386
	14,739
	14,594
	13,996
	14,614
	16,243


(5) Impact on GDP

The impact on nominal GDP is shown in Table 3.  From FY1995 through FY2001, GDP increases by an average of 2.9% annually.  Given that the average growth rate of nominal GDP in the EU is 1.3% according to the European Commission’s report for 2002, the size of this increase is somewhat large.  Looking at the details, the largest increase amount is for consumption, while the influence of imports is extremely small.

Table 3 Impact on nominal GDP

<Nominal values> 
(Fiscal year, billions of yen, %)
	
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	95-01 mean

	Amount of GDP increase
	13,736
	14,560
	14,885
	14,660
	14,039
	14,680
	16,197
	14,679

	Household final consumption
	9,847
	10,480
	10,926
	10,853
	10,379
	10,823
	11,969
	10,754

	Non-market services
	3,785
	3,907
	3,813
	3,741
	3,617
	3,791
	4,275
	3,847

	Exports – Imports
	103
	173
	146
	66
	43
	65
	- 46
	79

	Impact (%)
	
	
	
	
	
	
	
	

	on GDP 
	2.7
	2.8
	2.9
	2.8
	2.7
	2.8
	3.2
	2.9

	on Household final consumption
	2.0
	2.0
	2.1
	2.1
	2.0
	2.1
	2.4
	2.1

	on Non-market services
	0.8
	0.8
	0.7
	0.7
	0.7
	0.7
	0.9
	0.8

	on Exports – Imports
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0
	- 0.0
	0.0

	Volatility of Impact (%) 
	
	
	
	
	
	
	
	

	on GDP
	11.2
	3.4
	1.4
	0.2
	3.5
	3.6
	13.2
	5.2

	on Household final consumption
	8.6
	2.7
	2.4
	0.5
	2.7
	2.4
	9.9
	4.2

	on Non-market services
	2.5
	0.2
	0.9
	0.2
	0.7
	1.0
	4.0
	1.3

	on Exports – Imports
	0.1
	0.5
	0.2
	0.5
	0.2
	0.2
	0.8
	0.3


The volatility of the GDP growth percentage as a result of FISIM is evaluated according to the following equation.
| Impact on GDP growth % in year n+1  –  Impact on GDP growth % in year n |
Impact on GDP growth % in year n

The average index of volatility from FY1995 through FY2001 is 5.2%.  Because the average index of volatility for the EU related to Method 1 is 7.6% according to the European Commission’s report for 2002, Japan’s volatility is not large and we can evaluate the result as stable.  Looking at each year, however, there are years with large changes, such as FY 1995 and FY2001.  The cause of these large changes is the increase in FISIM production amount resulting from the decrease in the interest payable by financial intermediaries.  The volatility of each item is calculated using the value for each item in the numerator of the above equation, and the value for all items in the denominator. Naturally the influence of consumption is the largest, and the effect of imports and exports is small.

Table 4 shows the results of the same calculation carried out for real GDP.

Table 4 Impact on real GDP

<Real values> 
(Fiscal year, billions of yen, %)

	
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	95-01 mean

	Amount of GDP increase
	13,612
	14,318
	14,602
	13,559
	13,414
	13,848
	13,839
	13,885

	Household final consumption
	9,748
	10,279
	10,556
	9,926
	9,826
	10,058
	10,103
	10,071

	Non-market services
	3,761
	3,867
	3,900
	3,568
	3,543
	3,722
	3,778
	3,734

	Exports – Imports
	103
	172
	146
	65
	46
	67
	- 42
	80

	Impact (%)
	
	
	
	
	
	
	
	

	on GDP
	2.7
	2.8
	2.8
	2.6
	2.6
	2.7
	2.7
	2.7

	on Household final consumption
	2.0
	2.0
	2.0
	1.9
	1.9
	2.0
	2.0
	2.0

	on Non-market services
	0.8
	0.8
	0.7
	0.7
	0.7
	0.7
	0.7
	0.7

	on Exports – Imports
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0
	- 0.0
	0.0

	Volatility of Impact
	
	
	
	
	
	
	
	

	on GDP
	8.3
	2.5
	0.2
	6.0
	0.4
	2.4
	1.1
	3.0

	on Household final consumption
	6.1
	2.0
	0.4
	3.5
	0.3
	1.1
	1.2
	2.1

	on Non-market services
	2.1
	0.1
	0.4
	2.0
	0.2
	1.1
	0.7
	0.9

	on Exports – Imports
	0.1
	0.5
	0.2
	0.6
	0.1
	0.2
	0.8
	0.3


The average index of volatility for the growth rate of real GDP from FY1995 through FY2001 as a result of FISIM is 3.0%.  Because the average index of volatility for the EU is 4.4% according to the European Commission’s report for 2002, Japan’s volatility is not large and we can evaluate the result as stable.  Looking at each year, however, there are also years with large changes, such as FY 1995 and FY2001, and we must investigate the causes of these changes.

In Table 5 we add the FISIM increase amount to current GDP and calculated the GDP growth rate.  The nominal GDP growth rate varies by -0.1% to +0.4% points as a result of adding the FISIM.  Real GDP varies by -0.2% to +0.2% points.  Although the impact on the GDP growth rate is small in many years, there is a comparatively large influence on the growth rate in FY1995 and FY2001.

Table 5 GDP growth rate with FISIM added

(Fiscal year, %, billions of yen)

	 
	1995
	1996
	1997
	1998
	1999
	2000
	2001

	GDP (nominal)
	504,038
	516,729
	521,153
	514,418
	510,687
	515,478
	502,602

	Growth rate (A)
	2.5
	2.5
	0.9
	- 1.3
	- 0.7
	0.9
	- 2.5

	GDP including FISIM
	517,773
	531,288
	536,038
	529,078
	524,726
	530,157
	518,800

	Growth rate (B)
	2.8
	2.6
	0.9
	- 1.3
	- 0.8
	1.0
	- 2.1

	Difference in growth rate (B – A)
	0.3
	0.1
	0.0
	- 0.0
	- 0.1
	0.1
	0.4


(Fiscal year, %, billions of yen)

	
	1995
	1996
	1997
	1998
	1999
	2000
	2001

	GDP (real)
	498,872
	511,947
	523,051
	516,579
	509,116
	513,377
	507,455

	Growth rate (a)
	1.4
	2.6
	2.2
	- 1.2
	- 1.4
	0.8
	- 1.2

	GDP including FISIM
	512,484
	526,265
	537,653
	530,138
	522,530
	527,225
	512,295

	Growth rate (b)
	1.6
	2.7
	2.2
	- 1.4
	- 1.4
	0.9
	- 1.1

	Difference in growth rate (b – a)
	0.2
	0.1
	- 0.0
	- 0.2
	0.0
	0.1
	0.0


4. Problems to be solved
As demonstrated in Section 3, we believe we have obtained stable results on average for the FISIM trial estimation value, but in order to use a system incorporating FISIM as formal published values we must also investigate the following types of problems.  It will also be necessary to solicit the opinions of specialists on Japan’s economy and the field of statistics.

(1) Investigation of Underlying Causes of Changes in GDP

Although the FISIM trial estimation value seems to be stable on average, there is a possibility for the value to exert a large influence on GDP in certain years.  It will be necessary to further investigate whether this underlying cause is appropriate when looked at economically, and whether there is a possibility of unnecessary changes in each year’s GDP.

(2) 
Method for Allocation by Industry

It is necessary to develop a method for FISIM allocation by industry.  Allocation according to deposit and loan interest rates or balances is difficult at the present time given the constraints of the basic statistics.

(3) Estimation of Long-term Time Series

For the current trial calculation we prepared the values for FY1995 and after.  When including FISIM in the actual system it would be preferable to prepare a long-term time series, and we must also prepare the figures for FY1994 and prior years.  For periods long ago it is unlikely the basic statistics will be available in the same level of detail as at present, and in such case it will be necessary to develop a separate estimation method.

(4) Quarterly Estimation

It will also be necessary to incorporate FISIM into the quarterly GDP Estimation.  This will require developing a method that does not cause unnecessary changes in the GDP growth rate for each quarter.
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� 	Under Japan’s classifications for financial institutions, securities companies are treated differently from the 93SNA.  In the 93SNA, securities companies are included in “financial auxiliaries” (S.124) from the standpoint that their principal activity is blocking.  In Japan, however, securities companies are included in “other financial intermediaries, except insurance corporations and pension funds” (S.123).  This classification is based on the fact that securities companies are also engaged in dealing activities for their own account or underwriting activities, and the fact that use of “margin transactions” (stock trading carried out by borrowing the funds required for stock investments from a securities company) is spreading.  Securities companies are also included in the same classification for the Bank of Japan’s flow of funds statistics.  Accordingly, in this paper we have also included securities companies’ “margin transactions” from measurement of FISIM.


�	Non-banks mainly raise funds by borrowing from banks or issuing debentures and provide loans to consumer households or small businesses that find it difficult to obtain loans from banks or that have extremely weak creditworthiness, and are classified as “other financial intermediaries, except insurance corporations and pension funds” (S.123)


�	Institutions such as postal savings deposits (classified in S.122) or the National Social Security Fund supply capital to the Fiscal Investment and Loan Program (classified in S.123) as deposits, and FILP provides loans to “other financial institutions” (classified in S.123). Some public finance institutions provide loans of this capital in the form of seed money.
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