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Mutual Relationship between Regional Economies

and Financial Industry in Kansai District

NAKANO Mitsuhiko

Japanese banks, particularly regional banks, are suffering from a large decline of net interest
margin due to an effect of the Bank of Japan’s financial policy. The recent monetary policy such
as negative interest rate policy seriously has affected business performance of Japanese banks.
They have been damaged mainly due to a heavy contraction of lending margin with a decline of
lending interest rate in the financial market. As a result, economic performance of financial
industry has still declined though regional economies have almost regained the pre-level of the
Lehman Shock in September 2008.

Reorganization of regional banks has proceeded in Kansai district ahead of other Japanese
districts. The reason is that competition among regional financial institutions is tougher in the
district than in other regions. The latest symbol of structural reorganization is a birth of Kansai
Mirai Bank as a middle holding company under cooperation of two different big financial groups,
Resona Financial Group and Sumitomo-Mitsui Financial Group.

As long as the current easing monetary policy continues, quite low level of net interest rate
margin will force Japanese banks to restructure both their organization and business itself.



