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Recent Economic Development and Forecast

(trillion yen)
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Labor Market and Output Gap

Labor Market Output Gap
( ratio ) (%)
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(Source) Ministry of Internal Affairs and Communications “Labour Force Survey”

Ministry of Health, Labour, and Welfare “Employment Referrals for General Workers™ (Source) Bank of Japan

Developments in Japan's Economy

Corpaorate Profits Unemployment Rate

s.a., %

g S % 6

7 4 —-Ratio of current profits to sales
(all industries and enterprises) 54

0 . LA 1 P
CYR® 89 92 95 98 01 04 07 10 13 16 CY86 89 92 95 98 01 04 07 10 13 16

Note: Figures for corporate profits are based on the Financial Statements Statistics of Corporations By Industry, Quarterly. Excluding "finance
and insurance.”
Sources: Ministry of Finance; Ministry of Internal AfTairs and Communications.
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Labor Force Participation Rate
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Women'’s Labor Participation
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IMF's World Economic Outlook

(October 2018)
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Impact of Trade Tensions on Global Economy

impact on world output, %
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1.5 @ Impact through direct trade channels

-2.0 @ Impact through both direct trade and indirect confidence channels

-2.5

-3.0

IMF ‘World Bank Bank of England
[Estimates]| | Estimates] [Estimates]

Assumptions

and 25% tariff on all steel imports
Ching

World Bank all products traded be n the US and China

. . tariffs of 10 percentage points between the US and all
Bank of England ‘ percentage p = nd

Note: In the IMF estimates, affected US rading pa ed 1
Sources: International Monetary Fund; World Bank: Bank of England
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Risks Associated with Emerging Economies
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Burden on Households Around the Time of Consumption Tax Hikes
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Outlook for Economic Activity and Prices
(October 2018 Outlook Report)

the medians of the Policy Board members' forecasts, y/y % chg,

CPI
Real GDP (all items less fresh food)
Fiscal 2018 +1.4 +0.9
7Fn|ecaasmadv;in 7

Toby 2013 +15 +1.1

Fiscal 2019 +0.8 +1.4
Forecasts made in

r oy 2018 +0.8 +15

Fiscal 2020 +0.8 +1.5
Forecasts made in

Ty 2018 +0.8 +16
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Tax Revenue, Expenditure
and Bond Issues in General Account

(trillion yen)

120 —

7010 1007 1003,
971 996297 598.197.1

100 Total Expenditure
80
- s - Tax revenue s O
S1O5LIRL -, sy S10 50 o
472,378 56, htiso = 05}
78433
40 Special Deficit- %
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Financing Bond Issuts»e = pasE : i
2 TTHE e 7
™il
bas s 28 Construction Bond " Hiiverr }
20 | 2sr Issues I y ‘ E
| Hi
. Wi
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(Note) FY1875 - FY2017: Settled Figures; FY2018: Based on Budget

Accumulated Government Bonds Outstanding

ill

50 (trillion yen)
900 Equivalent to 15 years of General Account Tax Revenue
850 - {Tax Revenue in FY2018 General Account Budget: ¥59 trillion)
800

. Reconstruction Bonds
750 - FY2018 Government Bonds Outstanding
00 ¥883 trillion (projected)
] 1 Debt-to-GDP ratio(RHS)
650 | ¥7.00 million per person
600 ¥27.98 million per family of 4
550 | cf. Average disposable income of
a working family 1/

500 ¥5.21 million
450
400 -
350 -
300 -
250 -
200
150
100 -

50

(Note) FY1965 - FY2017: Settied Figures; FY2018: Based on Budget P
Trends of Interest Payments and Interest Rate
(trillion yen) (trillion yen)
10% 25 1000
Interest rate(LHS) 1
883 900
|
8% 20»7.41 7’75)17574’ 50
" “Z '” . = ,'2 s Government bond {|
" D outstanding(RHS) o 700
63
b Hargs
6% 15 e o 600
Interest payments(LHS) ’A‘ i 527532541548
\ S 46 4514"" ‘ | 500
102 105 o7 a'“““ws ey (I |
4% 10 . s 10 jp 10710 w2l | | 90 400
58 * | | 300
22 i # s
i 11 I (] e 2l 556
2% s grszenentes?Z S (1| J f
26 witeZo g T F[ I 1[I ‘i':"-.. ol
Rl 8% !'7 ‘ A ! i - 100
08 QT ‘l I’ }! | } I
aJL LR L i LI Il | I
0% s NUNLE Lii i, ! 1A | 0
7576777879808182838485868788899091929394959697989900010203040506070809101112131415161 716% 5

(Note) Interest Pavments for FY1S75 - FY2017: Settled Figures: FY2018: Based on Budaet
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HMRBHSC-4REEA) - [FIRF TR (R E5 ¥ GDP bR » {EEOURR RS
FHE HFE T > 2027 i i) 22 2 BOR R & er (R 7= BRI S 5 2 -4k

A-FIESZHY) - (5% GDP ELARRIE 2019 FFEREZ0M N » 2027 FiE
£ 157.1% ; fERLRSFAVIEEL T (A% GDP ELZRAN 2020 &2 11T

JEHERFAE 180%/E45 © 2).2021 FERFE R st FHATIEN - W&
G DUEERK 2025 B - 2021 M B AR AR THR /R 5 GDP 1E
1.5% - A BIHE R RN 3% - {77 GDP ELAE 180~185% -

Primary Balance of Central and Local Government

Combined
(9%6)

10— — - 10

Primary Surplus 0.3
0.0 =S ‘/;%;‘/'(. 00
=1.0 -+ 14 — -1.0

N\ T3 -1
-2.0 16 L =20

\ -6.3 f., Economic Growth Achieved Case @
=805 = - 6.0
\ /'_/ Baseline Case [ ]
Lriman. Surnlus @
§ -70
&

_____________________________________________________________________________________

+In the Economic Growth Achieved Case, the primary deficit is projected to be 0.3% of GDP
: and achieve a fiscal surplus in FY2027. . '

(Note) Excluding the expenditures and the fiscal resources for the recovery and reconstruction measures.
(Source) Cabinet Office
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Outstanding Debt (ratio to nominal GDP)

(2%)
200.0 200.0

88.2

100.0 190.0
/—/—M 1803 4794
180.0 d—a—e-L 180.0
/ nm\sn\\
170.0 / <a. 170.0
i‘h\

160.0 160.0
ity
157.1

150.0 / 150.0
Economic Growth Achjeved Case @

140.0 —eee 140.0
.——( Baseline Case [ ]

1300 1300

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 o
3- In the Economic Growth Achieved Case, the ratio of outstanding debt to GDP is projected l.o{
i decline in the future. It should be noted, however, that the long—term interest rate is proJecteci
E to be higher than the nominal GDP growth rate, and the existing bonds issued at lower lnteresh
i rates will be refinanced at higher interest rates sequentially.
E - In the Baseline Case, the ratio is projected to stop declining after the mid—2020s.

(Note) Excluding the expenditures and the fiscal resources for the recovery and reconstruction measures.
(Source) Cabinet Office
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A R TEURIA: B 775 B P DA R B i g
TEE N QQE 1% HERIZMiR iy H A AMEN FERA » 11 2013 47 13%
WY BOJ £ » ET 2018 £EAI_ETHE] 42% - [EIHARISRITSERF A
IMEIELERIRE 42% T 755 18% -

Breakdown by JGB and T-Bill holders
(Mar.2013 — Jun.2018(Preliminary Figures))

Increased Decreased
- Bank of Japan +337.4 tillion yen - Banks, etc. -212.2 trillion yen
- Foreigners + 44.1 frillion yen - Public Pensions - 24.0 trillion yen
(The end of Mar.2013) (The end of Jun.201 B(Prellmlnary Figures))
. General Households
I aasOnes g :
228 160
sion T Fiscal Loan
X Fund
. 0.0
N 0.0%
- 4.2%
{Unit: trillion yen) (Unit: trillion yen)
Total 974.8 trillion yen | Total 1,1000 trilion yen

{Source) Bank of Japan “Flow of Funds Accounts {Preliminary Figures)”

(Note1) "JGB" inciudes ‘FILP Bonds.”

(Note2) “Banks, etc” includes “Japan Post Bank” , “Securities investment trust” and "Securities companies.”
{Note3) "Life and Non-life insurance, etc” includes "Japan Post Insurance.”
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Historical Changes in JGB

JGB Issuance Outstanding Amount of JGBs
| OFiPBonds (by maturity)
) @ Refunding Bonds
(trillion yen) DReconstruction Bonds (ition yen) 9764
200 —— OSpecial Bonds for covering Public Pension Funding | 1000 - Ly
O Construction Bonds, Special Deficit-Financing Bonds | i = Over 10year 926.8
1775 B | 5-10year 901.5
176.2 900 | «1-8year 7 — — —
Less than 1year gt 2
814.3 .
800 7808 & | W, 20
754.5 2 A‘B o
150 ez g W B weg
A 700 8812677090 | ss0 L - L 3
TN E-SE B |
1051 4124
600 1 — i — — — — — — —
g 1618 10 1855 2030 208, 251 227.
500 4 — — -
100 e s
- I I | I I I I I I
300 | I I— 2065 089 3128 3118 3122 3150 4167 374 w14
50 2801 2613 =
200 I I I -
100
17.8 1110 1182 1381 197, 3 3 28 1273 1308
0 s 1 o= 2 % 5 B 8 ¥ R S 8 88, &
(Fy) 1975 1985 1398 2010 2011 2012 2013 2014 2015 2016 2017 2018 2007 0112012201 1620172018
(Notel) Up to FY2017: Actual figures (Note) The figures of 2007-2016: Actual, Those of 2017 and

(Note2) Figures may not sum up to the total because of rounding. (Initial) 2018: Estimate

Average Maturity of JGBs

Outstanding amount (Stock-basis) Market issuance(Flow-basis)

(at the end of FY)

— (FY)
2010 [ 5 voars end & morths] 2010
201t T 7vears and 0 momth | 2011
2012 [ 7 years and 3 month | 2012
o I L 2ora

!

oot¢ [ years and 0 monh] 2014
w15 [ @ years and§ months | 2015
2015 e | 2016
o T Svew e Towad on
2018 0 yewrs and I morth (sctimate] 2018
{Note) Outstanding Ameunt of Ceneral Bends (Nele) FY2018. Estimale based on JGB Issuance Plan for FY2018 (Initial)

FY2018: Estimate based on JGB Issuance Plan for FY2018 (Initialy
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Bond Market Survey
(Degree of Bond Market Functioning:
Change from Three Mornrths Ago)
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Financial Institutions' Profits and Capital Bases

Net Income of Major Financial Groups Capital Adequacy Ratio
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Note: Major Financial Groups in the upper left chart consist of Mizuho Financial Group, Mitsubishi UF) Financial Group, Sumitomo Mitsui
Financial Group, Resona Holdings, Sumitomo Mitsui Trust Holdings, Shinsei Bank, and Aozora Bank.
Source: Bank of Japan,
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