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Chairman Cho, Northeast Asia Economic Forum, Coi@tens Nam and Shioya for this
session, Ladies and Gentleman, | would like torafig sincerest thanks to you all for
inviting me to the historic Northeast Asia Econorfrarum today and for giving me the
opportunity to say a few words at this session.rndgne is Kohei Nakanishi from the
Japan Bank for International Cooperation (JBIC).

Executive Vice President Mr. Sawai from NIRA, Formamergy Specialist of World
Bank Mr. Farhandi, and Mr. Choo head of the CefatleNortheast Asian Studies of the
Korean Development Bandk made speeches on the Grasign and Northeast Asia’s
Investment Needs. | would like to say a few wordsf the point of view of the
governmental financial institution responsible Japan’s foreign economic cooperation
regarding issues of financial support providedifdrastructure projects in the Northeast
Asia region.

From the very lively debates among all those ingdlin Northeast Asian affairs over the
many years and from today’s speeches, | undersiatight of the potential or apparent
conflicts of interests in Northeast Asia, the siigaince of multilateral cooperation in
Northeast Asia and especially economic cooperatioang countries in the region as a
means to resolve conflicts.

In an opening speech, Mr. Sawai mentioned thatheese development in Northeast
Asia it will be essential to deepen relations conitgy social and economic
complementarities and to increase opportunitiesdgional exchange. He further noted
that the achievement of these goals requires tiableshment of strategic multinational
infrastructure in the energy, transportation, dsiion and telecommunications sectors.
While | agree with Mr. Sawai, | dare to point o&t we should not have as our premise
simply the construction of infrastructure, but ewd focus on the need for the
establishment of infrastructure before considespegcific projects. There are a lot of
cases in which developing a project itself has bexthe goal, and in the end, the project
has ended unsuccessfully. Rather, project desigsiog on economical feasibility is
needed. When a project lacks significant econosasibility, multilateral cooperation in
considering an adjustment to the project scopenaaiking efforts to strengthen project
feasibility as far as possible is important.

Concerning the remarks that it is essential fos¢haf us involved in multilateral
coordination of policies to achieve a consensugeonng a future vision for Northeast
Asia, | would add that this is not easy. For examfir an energy project in Northeast
Asia, it is not easy in coordinate the policies aational interests of each country as well
as domestic concerns. | think it is more realigiistrengthen economic interaction with
each country and then promote a mature and ecoatiyniieasible project as a priority
among the candidate projects. In that sense, teegthening of economic ties such as an



FTA between Japan, Korea and China studied by NdR&other Chinese and Korean
research institutions, and FTA negotiations betweerea and Japan, is significant in
deepening relations among Northeast Asian courdaneésmproving economic
fundamentals. In addition, because coordinatigpotities among multilateral countries
is not easy, we also could take the approach dfidenng bilateral projects and the
coordination of policies between two countries.

| agree very much with Mr. Sawai’s comments ontdsthing a common platform of
research institutions for Northeast Asian issues¢geding with the establishment of a
network among research institutions in Northeasamsountries and sharing databases.
Taking JBIC as an example, export credit agencd®rea, China and Japan are
developing a common approach. We are setting thieoerment for an exchange of
views and discussion between us, and Korean EXIdspecially proactive in pursuing
this. As | already stated, the establishment oftilayered platforms among multilateral
countries is essential for promoting Northeast Agaonomic cooperation.

Regarding development finance issues, Mr. Cho@th#bout the limited scale of
finance provided by governmental institutions amerinational institutions, surmising
that the establishment of a new development finamste@ution is needed. In my opinion,
however, such a body would have great difficultgrclinating among relevant countries.
Therefore, I think there is a need for the parttipn of private finance institutions from
the perspective of complementarities of financdesda this respect, it is important for
projects to be commercially viable.

As projects in Northeast Asia are of large scal@ould be very difficult for all parts of
each project to be commercially viable. On thaidydghink it would be better to divide
projects into commercially and non-commerciallybl@aparts, and then allocate an
appropriate finance method to each part. Actu#tig,participation of foreign private
capital in Northeast Asian projects is not easysadering the high political risk and
monopolization of projects by governmental compsniderefore, from the perspective
of complementarities of scale in development firgaiicis important not only to provide
governmental guarantees with projects, reduce cpusk by stabilizing of domestic
politics and developing the finance sector’s frameuby, for example, developing the
bond market and SWAP market in each country, lad & consider co-finance by
governmental financial institutions. In additiorthink cooperation under the Asia Bond
Market Initiative framework to develop an Asian damarket is very significant. Taking
JBIC, for example, we are dealing with the issuarfae yuan-denominated bonds in
China and providing a guarantee to Koreaiaeralized Bond Obligatiarin this
respect, the role of each government is important.

| recognize that common obstacles to NortheastmAgiajects are i) differing economic
foundations among the countries in the regiorthig) existence of political risk, iii)
differing political systems, iv) the coordinatiohr@ational sentiments, v) the absence of
an executing agency responsible for the compleif@rojects and vi) conflicting
interests. Development finance in Northeast Asigeiy difficult due to these obstacles.
On the other hand, we can say there are threeabiaternational institutions, namely to



i) provide substantial long term, low interest faeang, ii) improve credit for projects and
iii) provide a venue to resolve conflicts of intsr@among relevant countries. In this
respect, we feel there is a great necessity tzeigxisting development institutions such
as the ADB, which Mr. Choo also pointed out in$peech. Considering the lack of a
possibility to establish a new development ingotuover the short term through equity
investment made by each country, existing develaypimstitutions such as the ADB can
serve as a place to resolve conflicts of opiniotititaterally.

In accordance with Mr. Choo’s speech, Northeasa Asquires about US$160 billion
over ten years (US$16 billion annually) in devel@minfinance, representing about 10%
of the entire US$1,600 billion needed for sociatidnead capital infrastructure within
this region. | think we should not start with dissions on the establishment of a new
development institution to meet the requirementsliah development finance but we
should start with the utilization of existing dempinent institutions such as the ADB and
first see the accomplish of some multilateral prtgesuccessfully. Along the way, we
may find concrete problems and if we devise sohgito them, the risks to other
development projects will be reduced. This will tdoute greatly to the advancement of
development finance in the region.

Concurrently with the utilization of existing intiions, if the governments in the region
tackle the reform of economic policy, developmednfirmancial markets and promotion of
private financial institutions’ participation, arfddevelopment financial institutions in
each country cooperate in this process and rese@titutions in each country also
cooperate and draw up a common strategy for Nosthsia through the sharing of
databases, the establishment of a framework ofamimncooperation in the region will
be more realistic.



