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The Establishment of the Yen-Denominated Banker's Acceptance

Market in 1985 and the Internationalization of the Japanese Yen

KANAOKA Katsufumi

Abstract

The banker's acceptance (BA), a time bill of exchange (time draft) guaranteed by the accepting
bank, is widely used in international trade. A banker's acceptance market is mainly a secondary
market for banker's acceptances. The development of a banker's acceptance market implies an
internationalization of its invoice currency. The purpose of this paper is to study the yen-
denominated banker's acceptance market established in 1985. The first yen-denominated banker's
acceptance market was established in 1919. This market, however, had disappeared by the Showa
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financial crisis of 1927. Though the reconstruction of the yen-denominated banker's acceptance

market was often proposed after WWII, Japanese foreign trade financing depended on dollar

financing in the dollar-denominated banker's acceptance market. The argument directly linked to the
establishment of the yen-denominated banker's acceptance market was started by the US-Japan Yen
Dollar Committee of 1983. The establishment of the second yen-denominated banker's acceptance

market happened in 1985, and this market aimed for the internationalization of yen. However, this

market ultimately disappeared with the decrease in the use of the yen-denominated BA in 1989.

There are several reasons for the collapse of the market. One is that the market lacked effective

promotion measures. Another reason might be that the BA became an old type of financial

instrument. The strategies of internationalization for the Japanese yen might need to be reconsidered

under the globalization of the financial system.
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