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Summary of the discussion between IMF Director Vitor Gaspar and FSC members | &3]7

Outline of the discussion with Vitor Gaspar, Director of the IMF Fiscal Affairs Department
< Date > April 24th (Wed.) 14:00-15:30 at Meeting room in the Ministry of Finance

<Attendants> ( IMF ) Vitor Gaspar, IMF Director of Fiscal Affairs Department
( Fiscal System Council members) Motohiro Sato, Keiichiro Kobayashi

4 )

< Summary of the comments by Vitor Gaspar >

* Public sector balance sheet analysis (discussed in the October 2018 Fiscal Monitor) aimed to offer a
broader picture of public finance by emphasizing not only what a state owes but also what it owns.

* While very useful, the net worth (the difference between assets and liabilities) cannot be interpreted in
isolation from other fiscal statistics. Debt is still the first order of concern, and the assessment of gross
debt, deficits, and financing needs remain important to analyze government’s fiscal position.

* In fact, even with positive net worth, a government can be vulnerable, as many assets, such as public
infrastructure, are illiquid and may not be available to meet financing needs.

* Detailed fiscal policy advice for Japan is discussed in the 2018 Japan Article IV Staff Report. The IMF
consistently recommends gradual fiscal adjustment over the medium term. Public sector balance
sheet analysis presented in the Fiscal Monitor is intended to complement and enrich fiscal policy
analysis in a consistent manner with our policy recommendations.

* The Fiscal Monitor states that net worth is not a sufficient indicator of the fiscal soundness. Moreover,
intertemporal analysis considering impacts of aging societies is important, especially for Japan.
Therefore, fiscal consolidation is recommended. In addition, in the Fiscal Monitor we also made clear
that there are several limitations of PSBS, including data quality, valuation, and the fact that the public
sector consists of many different entities.
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