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Good morning, President Pruski, Vice Commissioner Kono, Deputy Governor Nakaso, ladies 
and gentlemen. It is a great honour to welcome our distinguished guests and members to 
the twelfth annual meeting of IADI’s Asia-Pacific Regional Committee (APRC) and the 
associated international conference here in Kyoto. 
 
The overarching theme for the two-day conference is “Deposit Insurance and Bank 
Resolution: Global Trends and Effective Practices”. The global financial community has been 
posing a simple, but fundamental, question to us particularly since the aftermath of the 
global financial crisis – “What constitutes a good financial safety net, conceptually and 
practically?” The question, I believe, is more relevant today than ever before. This was the 
underlying idea in formulating the theme for this conference. 
 
In responding to this question, what we must recognise in the beginning is the fact that a 
financial safety net does not exist solely on its own. 
 
Let me take first, for example, its relationship with financial regulation and monetary policy. 
With a good financial safety net working well as a backstop, we can successfully isolate a 
failure of a particular bank from others, preventing it from developing into a system-wide 
crisis. In this way, we can minimise the resolution costs and taxpayers’ exposure to losses. On 
the other hand, in the case of an inadequate financial safety net, the financial regulator 
might need to consider imposing overly strict regulations on financial institutions, or the 
central bank may have to take risks running an easing-biased monetary policy. 
 
Similarly, the burden borne by a financial safety net should be lighter under good financial 
regulation and supervision and under an appropriate monetary policy, where the stability of 
the financial system is well maintained and not creating bubbles to burst. Thus, financial 
regulation and supervision, monetary policy and a financial safety net are complementary to 
one another. 
 
Secondly, financial safety nets also interact with business activities and financial transactions 
conducted by financial institutions. A financial safety net sets out the rules of protection in 
case of bank failures in advance. These rules, such as the scope of protection and the 
hierarchy of claims, would affect the behaviour of banks and investors not just at the time of 
failures but also in normal times. Modification of these rules would lead to a change in the 
funding costs for banks, for example, or the proportion of their debt secured by collateral. In 
turn, these changes in behaviours and structures on the part of banks should then affect the 
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optimal design of the financial safety net. 
 
Thirdly, financial safety nets for the protection of deposits are interrelated with those for 
other financial products, such as securities and insurance services. This is evident, since 
many large financial groups are operating their businesses across sectors. In addition, 
financial institutions operating in different sectors are engaged in various financial 
transactions with each other in the financial markets. In fact, the scope and roles of financial 
safety nets have been evolving from those for the protection of deposits to those for 
securities and insurance services. This trend may be inevitable, given the fact that financial 
crises have come to be triggered more often by disruptions in financial markets rather than 
conventional bank runs. 
 
Finally, though financial safety nets are developed and operated as domestic systems, they 
are no doubt connected across borders with their counterparts abroad. 
 
To sum, a financial safety net cannot work on its own and inevitably affects various outside 
parties. This is why we need to learn more about each other, both in terms of organizational 
functions and as individuals on a face-to-face basis, which makes international gatherings 
such as this conference more meaningful. 
 
Kyoto is an ancient capital, whose name literally means the “capital of capitals” in Japanese. 
While the city boasts many historical traditions, it has also been fostering a creative and 
innovative climate which many venture companies founded here have been enjoying for 
years. In fact, Kyoto has been the birthplace of many multinational corporations in IT, 
videogames and other cutting-edge industries. Because of this unique duality, Kyoto is often 
said to be a city of “Fueki Ryuko,” a Japanese proverb meaning “simultaneous continuity and 
change.” 
 
The city of Kyoto has successfully integrated “continuity and change” for many years. In this 
way, I hope this conference will help us at the IADI and APRC to integrate the “changes” in 
the global trends in deposit insurance and bank resolution into our operational practices in 
which “continuity” also remains an essential element. 
 
Thank you very much for your attention. 
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