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Abstract

I . Background and Purpose

[ ] Financial Crisis and Transition into Fiscal Crisis

O Began in U.S.A., after financial crisis in 2008

O The relationship between fiscal crisis and financial crisis has been

increased in few fiscally weak countries in 2010(ex : PIIGS)

II. Main Summary

[ ] Increase in necessity to prepare a method to avoid the finan-

cial and fiscal crisis

O The scale has been bigger and regular, increase in correlation with

fiscal crisis

- Shock is doubling due to the weakness of opening the financial
market, and small scale open economic system and globalization

of financial market

- Increase in possibility of requirement of public fund, which may

be transferred directly into financial crisis

O However, due to aging society, low birth rate, and etcetera, fiscal
foundation is now reaching its limit, and fiscal demand is expan-

ding due to request for public welfare



O If we do not maintain fiscal soundness at all times, we may have

to face the national bankrupt during financial crisis

- Countries which faced fiscal crisis lately are such cases

- For example, Irish Government did not have any fiscal problem,
but the destruction of real estate which caused breakdown of

financial corporations, and it directly incorporated into fiscal crisis
[] Methods to Avoid the Threats
O Adoption and Strengthening Fiscal Rule
O Defining the concept to just the scale of governmental debt

O Introduction of Board of Financial Consumers for financial safety

net, and adoption of bank tax(control international capital movement)

O Other suggestions(Limit on secured loan to stabilize price of real

estate, and limit on transaction of derivative securities)

[ll. Expected Outcomes

[ ] Refocus on the principle of maintaining the equilibrium by adop-
ting planned fiscal system(Strengthening fiscal rule, suppress

the expansion of governmental debt)

[] Depict on the necessity to prevent threats such as reducing

financial risks



O There is high necessity to maintain the safety of financial system
to the maximum, and to avoid the possible risks that may occur

from financial crisis

®»» Key Words : Financial Crisis, Fiscal Stability, Fiscal soundness,

Financial Stability, Fiscal Crisis
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