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Abstract

The subprime mortgage crisis in America triggered chaos all of sudden
in the financial markets, leading to the global financial crisis. Most of
the crises until then were intermittent and local. However the
unprecedented crisis developed to a global one, which caused the central
bank of each country in a state of panic to collaborate with each other
and implement different policies to suit its own situation.

By collaborating with another, FRB, BOE, and ECB reduced policy
interest rates to the lowest level. In consequence, Japanese banks took the
lowest level of 0.5 percent rates, and then again it took zero policy
interest rates as the financial situation became worse. However Japan
should give special care to the policy since each country's central bank
tries to avoid lowering the policy interest rates to a complete zero
because it doesn't want to damage the function of the markets.

As the Lehman Brothers bankruptcy has worsened the liquidity crisis,
central banks and financial authorities in many countries are rapidly
responding to the problem by adapting policy strategies including increase
in the supply of liquidity. The global liquidity crisis forced the central
banks in different countries to enhance collaboration with another as we
can see in reaching currency swab agreements. In addition to purchasing
long-term bond, private placement, and CP, they try to adapt the policy
measures aiming at enough support that individual monetary institutions
and companies need for the security of financial system. To find common
solutions to the global financial crisis, many countries suggest ideas such
as lifting regulations, improving financial supervisory system, and

preventing the expansion of protectionism by participating in the G20



summit meeting. Japan actively involves in resolving the same problems
too. Japan, however, feels relatively less impact of the global crisis
simply because it has been making efforts to survive the financial crisis
since 1990. As measures to respond to the global liquidity crisis, Japan
primarily focuses on the protection of small and medium businesses, fast
action to solve the collapse of the financial institutions, strengthening
management accountability, and depositor protection while supplementing

the defect resulted from the existing institutions.

% Key Words : subprime mortgage, global liquidity crisis, Lehman

Brothers bankruptcy, internal control, systemic crisis
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