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Exhibit 1. Japan’s Bubble 33 years ago Was Huge
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* US sustained loss of wealth equivalent to one year's wealth of 1929 GDP 
Sources: Cabinet Office, Japan; Japan Real Estate Institute
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Exhibit 2. Japanese Corporate Sector Had to Repair 

Balance Sheets for 20+ Years
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right scaleFinancial liabilities

Financial 
assets
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(FY)

(as % of nominal GDP) (as % of nominal GDP, inverted)

Financial 
surplus/deficit

left scale

Average 
financial deficit:

5.96% of GDP

Average financial 
surplus: 1.90% of GDP

Note: Figures adjusted for assumption of debt related to Japan National Railways Settlement Corp. and National Forest and Field 
Service Special Accounts (FY1998) and privatization of postal services (FY2007). 
Sources: Bank of Japan, Flow of Funds Accounts, and Government of Japan, Cabinet Office, National Accounts
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Exhibit 3. Post-Bubble Corporate Deleveraging Forced 

Japanese Government to Borrow
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Exhibit 4. Recent Beijing House Price Increases Resembling 

Tokyo/Osaka House Price Increases Three Decades Ago
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Exhibit 5. Unlike Post-Bubble Japan and West, China Understands 

Balance Sheet Recession and How to Respond to It

Source: 韓和元 (Han He Won),”任正非之忧与辜朝明的发现 (Ren Zhengfei‘s Worry and Richard Koo’s Discovery),” 联合早报 (Lianhe 

Zaobao), September 7, 2022, p.19
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Exhibit 6. Chinese Companies Have Been Deleveraging long before 

Bubble Burst, Forcing Government to Borrow
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Exhibit 7. Corporate Borrowing Shrinking Despite Monetary Easing (I)
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Exhibit 8. Corporate Borrowing Shrinking Despite Monetary Easing (II)
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Exhibit 9. Weakness in Construction Sector Will Have far bigger Impact 

on Economy in China than in the US or Japan 

Construction sector as a percentage of GDP in Japan, US, and China
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Bureau of Statistics of China, and CEIC Data 

Japan's bubble burst

20.2%

Lehman Shock



10

World GDP
in 2022:
$100.22 
trillion

West* 54.8%

Per capita GDP:

$60,649

Non-West 26.8%

Per capita GDP:

$14,806

China* 18.4%

Per capita GDP:

$13,547

* “West” consists of European Union 27 countries, Australia, Canada, Japan, New Zealand, Norway, Switzerland, UK and US. “China” consists of Mainland China, 
Hong Kong and Macao. “Per Capita GDP” is weighted average (by GDP) of per capita GDP in each group.
Source: Nomura Research Institute, based on data from IMF’s World Economic Outlook Database in Apr. 2023.   

Exhibit 10. Geopolitical Tensions with West 

May Deprive China of Its most valuable Export Markets



Exhibit 11. China May Grow Old before It Grows Rich: 

Total Population Is Starting to Contract in China
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Exhibit 12. Number of People Working in Japan Remained at Historical 

Highs despite adverse Demographics 
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Japan’s challenges in 1990

1) Bursting of the asset price bubble and subsequent balance sheet recession

2) US-Japan trade friction

China’s challenges in 2023

1) Bursting of the asset price bubble and subsequent balance sheet recession

2) Construction recession

3) Economy needed large government deficit spending starting in 2016 

4) Geopolitical confrontation with the West

5) Middle income trap

6) Regulatory tightening and uncertainty in real estate, financial, IT and education sectors

7) Population decline

8) Reduced financial resources for businesses, regional governments and households due to Covid 19 lockdowns

Exhibit 13. China Faces Far More Challenges in 2023 

than Japan Did in 1990
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