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Good Relationships between Banks and Communities

Takeo SHIBATA

This paper focuses on the relationships between depqsitory institutions (e.g., banks) and communi-
ties. Though it is said that credit unions and credit associations represent community banks in Japan,
size does not matter in the definition of financial institutions. Considering the concept of community
banking, the Community Reinvestment Act (CRA), enacted by Parliament in 1977, is intended to en-
courage depository instiutions to help meet the credit needs of the communities in which they oper-
ate. This has proven very helpful for Japanese communities. This act uses four ratings based on each
depository institution’s contribution to the community. In addition, in Japan not noly relatively small

depository institutions but also large oneé are required to meet the credit needs of their communities.
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BLpi b iR A lending service investment
outstanding } 20~24 10~12 5or6 5or6
high satisfactory 15~19 7~9 4 4

low satisfactory 11~14 4~6 2or3 2or3
needs to improve 5~10 1~3 1 1
substantial non-compliance 0~4 0 0 0

(Francis X. Grady, “The New CRA - A Practical Guide to Compliance”, IRWIN 1997.
Kenneth H. Thomas, “The CRA Handbook”, McGraw-Hill 1998. & Y /EkK)
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