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1. Overview of JGBs



JGB Yield Trends by Maturity

The JGB interest rates across the tenors have risen to a level unseen after the adoption of QQE with a negative
interest rate in 2016, while they remain relatively low compared with their peers.

Bonds

. Significantly increasing JGB Maintaining the range of 10-year JGB
(%) purchases and expanding the range yield fluctuations, and raising the
of 10-year JGB yield fluctuations yield of fixed-rate purchase operation
(around +0.25 % —around of 10-year JGBs from 0.5% to 1.0%
+0.5%) (Dec.2022) (Jul. 2023)
I T
20 I 1
QQE with Negative | '
Interest Rate (Jan.2016) 1 1
T 1
| | |
1 1 1
N 1
16 i Announcement of conducting Announcement of conducting ea N, L
: "Strengthening the Framework "Further Effective and ! :
. for Continuous Powerful Sustainable Monetary : !
! Monetary Easing“(Jul. 2018) Easing“(Mar. 2021) | '
I
: : |
, _— ol | 8y Sl 9 Wil
1.2 8 1QQE with v - — : i
! nnouncement of conducting 1 1
! (Sep. 20}6) "Enhancement of Monetary | :
: 1 Easing in Light of the Impact 1 :
1 . of the Outbreak of COVID-19 : I
0.8 Hulh———— W F L AN Wyl A (Mar. 2020) - = : 10-Year
! |
1
)
1
1
I —
1
1
|

(Source) Japan Bond Trading Co.



Share of JGB and T-Bill —-Breakdown by Holders-

Since BOJ adopted QQE in 2013, JGBs holdings by BOJ has increased while JGB holding by the banking
sector has decreased.
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Source: Bank of Japan “Flow of Funds Accounts (Preliminary Figures)”

Notel : “JGB” includes “FILP Bonds.”

Note2 : “Banks,” include “Japan Post Bank,” “Securities investment trusts,” “Securities companies,” etc.
Note3 : “Insurance companies” include “Life insurance,” “Nonlife insurance,” and “Mutual aid insurance.”



Japan's Sovereign Rating by Major Credit Rating Agencies

[ CRAs have divergent views on JGBs. The government maintains close dialogue with CRAs and ensure transparency.

g—term debt denominated in home currency on 18 July. 2023)

s € Aaa @ AAA AAA @AAA wi0s1  AAA
@ Aal Y AAH+ O AAY TS AA+ AA+
'?)\QaS% 11.8.24 o g %ﬁ2§? ) AA AA AA
e Aa3 % 02.4.15 AA— 11.1.27 02.11.21 AA— AA— AA—
oss |© A1 RO A+ ? 19818| 12522 3 A A+ A+
A2 07.10.11 A 15.4.27 A A A
A3 A— A— A— A—
Baal BBB+ BBB+ BBB+ BBB+
Baa2 BBB BBB BBB BBB
Baa3 BBB— BBB— BBB— BBB—
[Outlook]

Stable(1.Dec, 2014)

Stable (9.Jun, 2020)

Stable (25.Mar, 2022)

Stable (30.Aug, 2018)

Stable (9.Aug, 2018)




2. Debt Management
and JGB instruments



Debt Management Policy

| Basic Objectives ]

1. Implement Secure and Smooth Issuance
of Japanese Government Bonds

2. Minimize Medium- to Long- Term Financing Costs

O For the Basic Objectives of Debt Management Policy, JGB
issuance plan should be formulated in line with market trends
and needs. At the same time, securing predictability and
transparency is needed to reduce risk of JGB investment.

O As for the maturity composition of the amount, the MOF
promotes careful dialogues with the market through such
forums as the Meeting of JGB Market Special Participants(PDs)
to minimize the impact on the market.



Dialogue with Market Participants

In order to secure stable financing and implement policies to enhance JGB market liquidity, the MOF
promotes the dialogue with market participants through various channels.

{>The Meeting of <>Study Group on
JGB Market Special Government Debt
Participants \ / Management
Discussion of important matters Debt Discussion of technical aspects with
regarding the JGB market with e experts with a high degree of
JGB Market Special Participants insight on public debt management
(primary dealers including Manag?ment from the medium to long-term
securities companies). Office perspective.

JGB holdings

.
o

......................................................................................................................................................................................

{The Meeting of JGB {O0verseas IR <{The Meeting of JGB
Investors — ) Top Retailers

Provision of accurate and timely
Dialogue with institutional information on Japanese economy, Dialogue with JGB selling financial
investors such as insurance public finance and debt management institutions from the perspective of
companies, banks, funds, and policies for foreign investors from the promoting bond ownership by retail
asset management companies. perspective of diversifying JGB investors.

holders.

.........................................................................................................................................................................................................................................



Primary Dealers scheme

The Minister of Finance designates entities that play an important role in the primary and secondary JGB markets,
cooperate in the formulation and implementation of JGB management policies, and have responsibilities/entitlements.

Aim

Stable issuance of JGBs
® Maintaining and enhancing the liquidity ,efficiency ,competitiveness ,transparency, stability of the JGB markets

Responsibility Entitlement

Bidding responsibility?! Participation in the Meeting of JGB Market Special Participants

Purchasing responsibility? Participation in Non-Price Competitive Auctions I & II

Responsibility in the secondary market (providing sufficient Participation in Liquidity Enhancement Auctions

liquidity to the JGB secondary market) Participation in Auctions for Buy-backs

® Provision of Information to the MOF

Applying for the separating and integrating STRIPS Bonds

Notel: In every auction, the Special Participants shall bid for an adequate amount(at least the planned issuance amount multiplied by the rate of bidding
responsibility)at reasonable prices. Rate of bidding responsibility is calculated by the formula shown below(any fraction less than one rounded up to the nearest
whole number).

m Rate of bidding responsibility (%)=100/n 3X"”n"is the number of the Special Participants
Note2: The Special Participants shall purchase at least a specified share of the planned total issue amount (0.5% for short-term zone; and 1% for other zones) in
each of the super long term, long-term, medium-term, and short-term zones in auctions for preceding two quarters.



JGB Primary Dealers (Market Special Participants) and rankings

B The Meeting of JGB Market Special Participants I SH5E48~9 BIBHAEHEE (Fal—a BB Fi 103
<Members:> Top 10 institutions for the amount of successful bids weighted by duration from April to
Barclays Securities Japan Limited September 2023
BNP Paribas Securities (Japan) Limited
BofA Securities Japan Co., Ltd. 1 ZEURENSY - 282 L—HESEHARH| Mitsubishi UFJ Morgan Stanley Securities Co., Ltd.
Citigroup Global Markets Japan Inc. 2 AHEFSHEREH | Daiwa Securities Co. Ltd.
Credit Agricole Securities Asia B.V. i |
Credit Suisse Securities (Japan) Limited 3 Nomura Securitles Co., Ltd
Daiwa Secunties Co. Lid. 4 T4 N—TiEHEK &4 | Citigroup Global Markets Japan Inc.

Deutsche Securities Inc.

Goldman Sachs Japan Co., Ltd.
JPMorgan Securities Japan Co., Ltd. 6 JPEIILHUIEFHFHKSEH | TPMorgan Securities Japan Co., Ltd.
Mitsubishi UFJ Morgan Stanley Secunties Co., Ltd.

Mizuho Bank, Ltd.
Mizuho Securities Co. Ltd. 8 SMBC B EiE#H##E=X &% | SMBC Nikko Securities Inc.

5 AT IFEHEHEXEH | Mizuho Securities Co., Ltd.

7 FAavit#E#=£X< | Deutsche Securities Inc.

Morgan Stanley MUFG Securities Co., Lid. 9 d—)LFwr - Yy o XiEHFHAEH | Goldman Sachs Japan Co., Ltd.
Nomura Securties Co_, Lid.

Okasan Secunties Co., Ltd.

SMBC Nikko Securities Inc. o () Fal—s 3 BEELE. SHOBEREA - 5IBREC. HEEH 2 DRETLIART BT
Societe Generale Securnties Japan Limited AL—L3VERLTEREZNS. (ERTRSHISNEHESEEASHE £4-4 ()

Sumitomo Mitsui Bﬂnking Co rpo ration (Note) The values used for the leag_ue table.above are obta.inéd by multiplying the institutions’ total purchasing
Tokai Tok g i C Ltd amount of each bond by respective duration the MOF publishes every half year.
OKal 10KY0 securmes Lo ;

10 B=ifE#=xXEt | Okasan Securities Co., Ltd.
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JGB instruments

[JGB offers various instruments to cater the need of investors as well as to ensure stable financing.

Short-term to long-term JGBs
Short-term

Maturity

6-Month 1-Year

Medium-term
2-Year, 5-Year

Long-term
10-Year

Type of issue Discount bonds Coupon-bearing bonds
Min. face value unit 50,000 yen 50,000 yen
. . Public offering
Issuance Public offering
method BO.J Rollover OTC sales

(making offerings and accepting subscriptions)

Price-competitive auction/

Auction method Conventional-style auction

Price-competitive auction/
Conventional-style auction

MNon-price
Competitive
Auction

Non-Price Competitive Auction |

MNon-Competitive Auction
Non-Price Competitive Auction |
Non-Price Competitive Auction ||

Transfer

. Unrestricted
restnctions

Unrestricted

Futures (listed at Osaka Stock Exchange)

Super long-term JGBs and Inflation-Indexed

Maturity

Type of issue

Min. face value unit

lzssuance
method

Auction method

Non-price
Competitive
Auction

Transfer
restrictions

Super long-term

20-Year 30-Year 40-Year

Coupon-bearing bonds

Inflation-Indexed Bonds

10-Year

50,000 yen

100,000 yen

Public offering

Public offering

Yield-
Price-competitive auction/ competitive Price-competitive
: . auction/ auction/
Conventional-style auction Duich-style Dutch-style auction
auction
: " . Non-Price
Non-Price Competitive Auction | e
. e . Competitive —(Note 1)
Non-Price Competitive Auction Il ‘Auction Il
Unrestricted Unrestricted

S-year JGB Futures

10-year JGB Fuluras

mini 20-year JGB Futures

mini Hl-year JGB Futures {Cash-Setiad)

Opening Date Feb. 18, 19946 Ot 19, 1985 Apr. 7, 2014 Mar. 23, 2009
e Standardized 3%, Standardized %, Standardized 3%, Price of standardized 6%,
. S-year JGB 10-year JGB 20-year JGB 10-year JGB
Interest-bearing S-year JGBs Interest-bearing 10-year JGBs | Interest-bearing 20-year JGBs
Celiverable Grade with 4 years or more but less with 7 years or more but less  |with 19 years 2 months or more
than 5.25 years. than 11 years. but less than 21 years.
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Inflation-indexed Bonds

JGBI’s principal would be recalculated in line with the change in core consumer price index. Following the suspension of
their issuance in October 2008 due to a sharp demand decline, the government resumed JGBi issuance with the principal

guarantee upon maturity in October 2013.

Fig. 2-4 Conceptual Scheme of Inflation-Indexed Bonds

ASSUMPTION R
- Face value: ¥100 million, Coupon rate: 3%
- Maturity: 10 years
- Initial CPI (core): 100, CPI after 10 years: 120,/ Redemption
¥120mim
+
Purchase > C_tayear > 1year O Interest
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Note: The above CPlincrease rate is purely hypothetical.

Fig. 2-5 Deflation Floor (Conceptual Diagram)

4 Indexation _
@

Coefficient

10 years

1 >
N\ .

(pln cases where the indexation coefficient is below 1, the inflation-adjusted principal will fall below its face value.
ZiIn cases where the indexation coefficient at maturity is above 1, the principal and the interest will be paid based on

the inflation-adjusted principal per se.
iFIn cases where the indexation coefficient at maturity is below 1, the principal will be redeemed at its face value.

Mote: The deflation floor has no efiect on interests during the maturing period or at maturity.
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JGB for retail investors

In March 2003, issuance was started on 10-Year FRN for Retail Investors, which are designed not to lose principal, in order to promote JGB
holdings among individuals. Subsequently, the government has introduced 5-Year and 3-Year Fixed-Rate Bonds.

Fig. 1-22 Issuance and Redemption of JGBs for Retail Investors

JGBs for Retail Investors

il yenf T e

B 23

Outstanding
balance

10-Year 5Year 3Year

21

Floating-Rate Fixed-Rate Fixed-Rate

1 14

Maturity 2| . I e m- BB =B B B RB-
Frequency . 0 - I' - - : i B 0
e e Monthly (12 times per year) ol TEE} TIRRRRRRR
Purchase g .

I Minimum purchase of 10 thousand yen in 10 N B Ll | L
”r:r';sl’u%”ﬁ'i?sa thousand yen units/No upper limit

= ssuance

==(utstanding balance S

: 100 yen per 100 yen of face value - S T f oo o F & o & oo ;
Sales pnce (the same as the redemption) f lf 4&? if f (f if 46? c(ﬁ €§ c@ &g f ({‘? i{? E{? -:“A? iﬁ Ef ‘(? i‘y
Purchasers Limited to retail investors ) ) .
Fig. 1-23 Outstanding JGBs for Retail Investors
(=== Floating-rate Fixed-rate
M_ - {t':w“ m [zzuance smount of 3-Year Fixed-Rate JGB
Inttf_!lpelgllligle Present (GUS%} = [gzuance amount of S5-Year Fixed-Rate JGB

6 =] amount of 10-Year Floating-Rate JGB

Once one year has elapsed since issuance,
redemption before maturity due to government
buy-back shall be possible at any time (there is no

Redemption

nt.:gtfﬂrr% principal loss risk). The two interest payments are

deducted immediately preceding redemption (pre- 2
tax) x0.79685.

Introduction 5 a &> > &
(1st issuance) March, 2003 | January, 2006 | July, 2010 &@‘G{ﬁp fdﬁ&#&@g&&dpﬁ& Q(p'c'&d‘"é@ q{@"&&é@“ép"@@fﬁfﬂ
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3. Liquidity of JGB market



Market participants’ perception of JGB market functionality

[According to BOJ’s survey, market participants’ perception of JGB market functionality marked its worst record in February ]
2023, but since then it has been gradually improving.
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(Source)Bank of Japan “Bond Market Survey”
(Note)The survey from February 2018 onward includes responses from major insurance companies, asset management companies, etc., in addition to those from eligible institutions for the
Bank's outright purchases and sales of JGBs. 1 5



Trading Volume and Turnover Ratio

In the past 1-2 years, the trading volume and turnover ratio of JGB have reverted back to the level seen in the pre-QQE2

period.
140 (trillion yen) 28 Jul. 2023 35
| | | Maintaining the range of 10-year JGB yield fluctuations from the target level (around 0.5%) :
me Trading Voume (LHS) while regarding the }Jpper and.lower l?ounds of the range as ref(.erences, not as rigid limits, in its market
operations and raising the yield of fixed-rate purchase operation of 10-year JGBs from 0.5% to 1.0%
120 e=¢==Tyrnover—Ratio (RHS) 20 Dec. 2022 3.0
Significantly increasing the amount of JGB purchases and expanding :
the range of 10-year JGB yield fluctuations from the target level
(around *0.25 % >around +0.5 %)
31-Oct. 2014 16-Mar. 2020
100 4-Apr. 2013 QQE2 Announcement of conducting "Enhancement of 25
QQE \l/ Monetary Easing in Light of the Impact of 19-Mar. 2021
\l/ h(la Outbreak of the Novel Coronavirus (COVID—|19) Announcement of conducting
29-Jan. 2016 3100l 2018 "Further Effective and
80 QQE with Negative Interest Rate Announcement of conducting Sustainable Monetary Easing" | 2.0
21-Sep. 2016 "Strengthening the Framework for \
ontinuous Powerful Monetary Easing'
QQE IWit YCC I
60 V 1.5
v Y
40 TR I 1.0
20 i i i 0.5
0 0.0
S S S S $ J S S S S S S
& N NS & N N S S & & 4 &
QY vV v vV vV RV Qv Qv QY QY QY QY

(Sources) Japan Securities Dealers Association “Trading Volume of Over-the-Counter (OTC) Bonds”, Bank of Japan “Issuance, Redemption, and Outstanding of Public and Corporate Bonds”

(Note 1) JGB does not include T-Bills.

(Note 2) “Trading Volume” is the total of “Outright Transactions” excluding those of bond dealers. “Turnover Ratio” is the annualized figure calculated by dividing the
monthly “Trading Volume” by the outstanding JGBs at the end of the month.

Search interest on the word
"Japanese government bond"

(Worldwide)
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40
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S S
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Source : Google Trends

Numbers represent search interest relative to the
highest point on the chart for the given region and
time. A value of 100 is the peak popularity for the

torm. {6



JGB market liquidity indicators (1)

JGB Cash Market:
Dealer-to-client Transaction Volume

(1) Monthly Transaction Volume (Gross Amount Purchased by Clients)

mil yen
50
0 Super-long-term JGEs
23 BLong-term JGBs
OMzednm-term FGBs (foreizn imvestors)
a0 oMedum-term K5Bs (domestic investars)
35 fl
30
25
20 H m
| Hi
5 AE I d;—; 5
dlEm L (HEE
I 1 1H
10 T I 1] U F
| —-__ i 1 THTHM ] 2
3 H H RIg HIAA
0 I ! UL H HLLL
CY205 o6 07 08 09 10 11 12 13 14 15 168 17 18 1 220 21 212 23

(2) Monthly Transaction Volume by Clients (Gross Amount Purchased by Clients)

2z il yen
- City banks

------- Pegional financial instmution:

— Investars
] -
13

w:
10 " B
.

5 ",+.f'~\v-
CYwes of 07 08 09 10 11 12 13 M 15 1§ 17 18 19 ® 21 12 B3

MNotes: 1. Treasury Discount Bills, ete. are excluded from the ransaction vohume
2. "Client=" inchude city banks, regional financial mstitations, imvestors, and foreigners. Other institutions (Zovemmsnt,
Bank of Japan, Japan Post Bank, Fapan Post Insurance, business corporations, other financial instinurions, etc.) are excluded
from "clienfs.”
3. Latest data as at Tuly-Awsust 2023,
Source: Japan Secunties Dealers Association

JGB Cash Market:
Inter-dealer Transaction Volume

(1) Daily Transaction Volume

. .
12,000 100 mil. yen
A On-the-mun bonds (Ths)
—E: Other (ls)
10,000 l, —— A(A+B): Rstio of on-the-rm bonds (ths)
2000 { F i - 1': R
I T
&.000 - 1 A H I 1 N hn I‘I A
M 1l N " N
4,000 m TH I L .
K " i I LR
0 T
cy201z 13 14 15 16 19 20 21 v 23

(2) Daily Transaction Volume of On-the-mn Bonds by Maturity

------- Fyear = 10-year 20-year

Motes: 1. Daily transaction volume in (1) is the sum of 2-year, 5-year, 10-year, 20-year, 30-year, and 40-year JGBs via Japan Bond Trading,

2. Latest datz as at August 2023
Sources: QUICK; Japan Bond Trading.
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JGB market liquidity indicators (2)

JGB Cash Market:
Bid-ask Spreads of Dealer-to-client Transactions
(1) S-year JGBs
15 JPY cents

F Lower liguidity

e
i
+

!

. _ﬁ_"_“_‘"mm fs

CYagls 14 15 16 17 13 19 20 21 12 23

(2) 10-year JGBs
0 JPY cents

CY2013 14 13 14 17 18 12 0 21 2 23
(3) 20-year JGBs

0 JPY cents

s00F

40 F

CY2013 14 15 16 17 13 12 20 21 2 13
Motes: 1. Quotations through Tradeweb as of 3200 pm Dotted lines indicate the first/thivd quartile spreads between
Jamnary 2010 snd March 2013,
2. 10-day backward moving sverage. Latest data as at end-Angust 2023,
Source: Eikon from Fefinitiv.

Chart 6
JGB Cash Market:
Bid-ask Spreads of Inter-dealer Transactions
(1) 5-year JGBs
Low
T ].lqm-:.n - the-mim.
— First off-the-nmm.
1 I il i J |
o T T T T T T T
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(2) 10-year JGBs
P
: i
5
. |
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L ey Ty Y PRI | A ol Lo
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(3) 20-year JGBs
bps

K]

b

o T T T T T T T
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Motes: 1. Figures indicate the sverage of bid-ack spreads with s 1-second frequency.
2. Bid-ask spreads are caloalated only for dme periods in which both best-bid and best-ask prices were submitred.
3. 10-day beckward moving averaze. Latest data as at end-Angust 2023,

Source: Japan Bond Trading.

Chart 7
JGB Cash Market:
Total Observation Time of Bid-ask Spreads of Inter-dealer Transactions
(1) 5-vear JGBs
% of total trasaction time

100

g0

60

Oct-15 Oct-16 Oct-17 Oct-18 Oct-19 Oct-20 Oct-21 Oct-22

(2) 10-year JGBs
%% of total transaction time

T AR AN TN

20
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Ml

Oct-15 Oce-16 Oet-17 Oct-18 Oct-19 Oce-20 Oct-21 Oct-22

Oct-15 Oct-16 Oct-17 Oct-18 Oct-19 Oct-20 Oct-21 Oct-22

IMotes: 1. Fipures indicate the total length of ime (a5 percentage of total mading hours) in which both best-bid and best-ask prices
were submitted Total trading hours per day were shortened from 7h to 5h 20min. from 20t Angust 2018,
2. 10-day backward moving average. Latest data as at end-August 2023,
3. Mote that moving average fzures for 20-30th August 2018 inclnde data bodh prior to and after the change in radng hours

3

Source: Japan Bond Trading.



Liquidity Enhancement Auctions

[Tap issuance of JGBs, which have structural liquidity shortages or temporary liquidity shortages due to expanding demand. ]

Uik bdlon yen

Issuance amount and frequency per month
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Buy-back Program

[A scheme for the government as the issuer of JGBs to retire debt by purchasing existing bonds.

Fig. 2-25 Transition of the Buy-back Program

(Unit: billion yen)
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B15-Year Floating-Rate

@ 10-Year Inflation-Indexed (issued before August 2008)
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4. Japan’s Green

Provisional
version

ransformation (GX)
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The Importance of Transition Finance

/- m Green finance covers initiatives such as renewable energy and electrification, which are currently emitting
zero and low emissions. In addition to them, transition finance also targets efforts to promote gradual
emission reductions through the development of new technologies.

B Emissions in Asia, where the potential for introducing renewable energy is limited, account for the majority
of the world's total, and electrification is difficult by sector.
While emissions from the industrial and transportation sectors account for the majority, transition finance is
\_ attracting renewed attention.

Percentage of CO2 reduction factors
Global CO2 Emissions Breakdown leading the world to net zero

By Region . (%)

Technologies

. 50
°8% | imited renewable in the market

e el I
development
Behaviour changes 4

By Sector 0 10 20 30 40 50 60

Heat demand that

42%

other
region

34% is difficult to "Transition finance plays an important
energy electrify role in driving the decarbonization of
ndustrial, the economy as a whole"
Transporta (G7 Hiroshima Summit Leaders’
Hon, e Communiqué)



GX Bonds (New government bonds)

/l In order to achieve carbon neutrality by 2050 while strengthening industrial competitiveness and realizing \
economic growth, the government of Japan aims for more than 150 trillion yen of public and private
investment for 10 years starting from this year.

B In order to facilitate Green Transformation (GX) investment, the government will issue GX bonds on the
scale of maximum 20 trillion yen

B The government will formulate a framework that indicates use of proceeds and reporting methods, etc. and
obtain a second-party opinion (SPO) from an external review provider for compliance with international

\ standards /

Green Bond Principles: Four core components Selection of an external review provider

Use of proceeds

2. Process for evaluating and selecting projects for which funds will 2023
be used
3. Appropriate tracking, transparency, and internal control of
proceeds End of July: Request for Proposal
4. Reporting
XIn addition, external reviews are an important recommendation. End Of August: Application Deadline

Climate Transition Finance Handbook: Four key elements

1. Fundraiser Climate Early September: Mandate

Transition strategy and governance
Environmental Materiality (Importance) in Business Models

Science-Based Climate Transition Strategies (Goals and The government will issue GX bonds by the
Pathways
v end of March 2024

4. Transparency of implementation
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Use of Proceeds: Overview

m Japan will provide government support of sufficient scale and duration, taking into account trends in
investment support in other countries and the results of past government support. 20 trillion yen of support
will be reviewed as necessary, based on the progress and effects of projects and so on.

Breakdown of government support over the next decade
funded by GX Economy Transition Bond

20 trillion yen

Overall public and private investment
over the next decade

150 trillion yen

Research and development of

Expansion of 6~8 new technologies related to 60
non-fossil = renewable energy trilli
~
energy trillion yen Support for demand expansion riflion yen

of hydrogen and ammonia

Energy conservation and
fuel conversion for structural reform
and improving profitability

Transformation of
industrial structure

on both supply and in the manufacturing industry
demand sides _9_~12
& LG RYEY  Achieve drastic energy savings

Drastic reinforcement
of energy saving nationwide measures addressing

domestic energy demands

Resource recycling
and
carbon fixation
technologies etc.

24 10

R&D and implementation
of new technologies

trillion yen~

trillion yen

Massive introduction of renewable energy

Nuclear energy
(R&D of innovative reactors, etc.)

Hydrogen and ammonia

Energy saving and fuel conversion

in the manufacturing industry

(e.q., steel, chemicals, cement)
Digital investment for decarbonization
Establishment of battery industry

Structural transformation of
ship and aircraft industries

Next-generation automobiles
Zero-emission Housing and Buildings

Resource recycling industry
Bio manufacturing
CCUs, CCs
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The FY2023 Budget: Expenditure and Revenue

Social security expenditures, local allocation tax grants, and debt servicing costs account for more than two-
thirds of the total expenditure, while tax revenue would only cover 60.7% of total expenditure in FY 2023.

General Account Expenditure

National Debt

Service
25,250.3
(22.1%)

Redemption of the
National Debt

16,756.1 General Account
Total Expenditure

(14.6%)

Local Allocation Tax
Grants, etc.
16,399.2
(14.3%)
Contingency \Fund for

Economic Emergency
(including the'impact

from the Ukraine Crisis)
1,000.0
(0.9%)

Contingency Fund for COVID-19
and Measures to Address Soaring
Crude Oil and Commodity Prices
4,000.0
(3.5%)

Interest
Payments,etc.
8,494.3
(7.4%) Social Security
36,888.9
(32.3%)

General
Expenditure
72,731.7
(63.6%)

National Defense
(excluding *)
. 6,788.0
Others Public Works (5.9%)

6,060.0
9,1985 O
®.0%)  (5:3%) \

114,381.2
(100.0%)

Carry-Over from

Education and Defense Buildup Funds

Science 3,380.6
5,415.8 (3.0%)
(4.7%)

General Account Revenue
(unit : billion yen)

Tax and Stamp

Revenues
Income Tax
29,065.0 21,048.0 69,440.0
(25.4%) (18.4%) (60.7%)

General Account
Total Revenye Corporation

Tax
114,381.2 14,602.0
[0)
(100.0%) (12.8%)
Consumption
R Other Others Tax
93‘331%“‘;5 10,406.0 23,384.0
7 . (0] o
(8.1%) (9.1%) (20.4%)

of which the Revenue
for Defense Buildup
4,591.9
(4.0%)
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Government expenditure, revenue and gross debt

Although tax revenue grew steadily through pandemic times, the gap between expenditure and tax revenues
went wide open again after spending increased sharply after the COVID-19 pandemic.

Trends in General Account Tax Revenues, Expenditures,

Cilion yer) and Bond Issuance
147.6
140
1320
General Account Total Expenditure
120 ¢ (The dashed line represents the amount based on the
initial budget.) oss (A
100 W
80 | Lo TRl it
9.3 General Account Tax M e 711
(The dashed line represents the amount based ok T 894
| P on the initial budget.) 56.3 W iy
60 == 507 491 52.0 i f 224
AN - } -‘\\5 e 11| [22150.5
o BEIRAN g b3,
40 r ““Special Deficit-Financin R
e Bond Issuance i a nf [ e
3 _ 18.4 [ o [ [ i il B n
20 % 4.2 12.3 M B | f i n
A LLLITERPEM [ ]
o HHHHH 100 g L A L L L L P L
75 80 85 90 95 00 05 10 15 20 23
(FY)

(Note 1) FY1975 - FY2022: settled figures ; FY2023: based on the budget

(Note 2) The following bonds are excluded: Ad-hoc special deficit-financing bonds issued in FY1990 as a source of funds to support peace and reconstruction
activities in the Persian Gulf region, Tax reduction-related special deficit-financing bonds issued in FY1994 - FY1996 to make up for decline in tax revenue
due to a series of tax cuts preceding consumption tax hike from 3% to 5%, Reconstruction bonds issued in FY2011 as a source of funds to implement
measures for the reconstruction from the Great East Japan Earthquake and Pension-related special deficit-financing bonds issued in FY2012 and FY2013 as
a source of funds to achieve the targeted national contribution to one-half of basic pension.

(Note 3) The general account total expenditure of FY2023 includes the carry-over (3.4 trillion yen) to Defense Buildup Funds which is the resource for the
national defense expenditure for FY2024 and years after,

General Government Gross Debt (% of GDP)

300
® -~ Japan
250 ahtind_
200
150 /‘\x\)‘“ Italy
* ys.
~-@m--u
100 ==48 U.K
Canada
. /
cv)
0

(08) (09) (10) (11) (12) (13) (14) (15) (16) (17) (18) (19) (20) (21)
( 2 2 ) ( 2 3 )

(Source) IMF "World Economic Outlook" (April 2023).

(Notel) Figures represent the general government-based data (the central/local governments and social
security funds combined).

(Note2) 2022-2023 figures for Japan, U.S. and France and 2023 figures for the other countries are estimated
figures.
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External sector and domestic assets

Japan’s external sector has strong balance mainly due to the highest net International Investment position. ]
Abundant household’s financial assets help absorb the deficits of government sector.

Current Account Balance

40(trillion-Yen)

-10
mmmm Secondary Income

Primary Income o
-20 ~wnix: Services Balance i
w#% Trade Balance -
—O— Current Account
-30
1995 2000 05 10 15 20 (Fy)
(Source) Bank of Japan “Flow of Funds”
(tri”ion%%n) Net International Investment Position (End of 2022)
400
300
200
- I I
O [
Japan Germany  China Hong Norway Russia Canada Italy

(Source) MOF(Japan), IMF(countries and regions except for Japan)

(Notel) Figures for countries and regions except for Japan are converted into yen at the year-end exchange rates published by IMF.

(Note2) Figures for certain countries/regions are not disclosed.

Financial Surplus and Deficit of Major Sectors

(trillion yen)
60

Households

== == Private nonfinancial corporations
General government

------ Overseas

(Financial surplus)

- ==

60 (Financial deficit) (FY)

05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

(Source) Bank of Japan “Flow of Funds”
Note: “General government” includes “Central government”, “Local governments”, and “Social security funds”

Households Net Financial Assets

2,500 -
(trillion yen 2,043
2,000 -~ H holds G Households Net
ousenolds fross Financial Assetg 1,660
Financial Assets
1,500 -
1,437

ﬂeral Government
1,000 - / Gross Debt

500 -
(FY)

O T T T T T T T T T T T T T T T T T T T T T T

990001 02030405060708091011121314151617 18192021 22 28
(Source)Bank of Japan “Flow of Funds”



BOJ ’S MOneta ry PO||Cy Provisional Translation

22 Jan. 2013 The introduction of “the price stability target at 2 percent”
4 Apr. 2013 Quantitative and Qualitative Monetary Easing (QQE)

29 Jan. 2016 The introduction of a negative interest rate
-The Bank will apply a negative interest rate of minus 0.1 percent to current accounts that financial institutions hold at the Bank

21 Sep. 2016 Introduction of “Yield curve control”

31 Jul. 2018 Enhancing the sustainability of “QQE with YCC"”
27 Apr. 2020 Enhancement of Monetary Easing in response to COVID-19

19 Mar. 2021 Assessment for Further Effective and Sustainable Monetary Easing

10 Feb. 2022 Announcement on the Conduct of Fixed-Rate Purchase Operations
-This is the first Fixed-Rate Purchase Operations in 2022.
28 Apr. 2022 Statement on Fixed-Rate Purchase Operations for Consecutive Days

15 Jun. 2022 Announcement on the Conduct of Fixed-Rate Purchase Operations

of the Cheapest-to-Deliver Issue for Consecutive Days
17 Jun. 2022 Relaxation of the Terms and Conditions for the Securities Lending Facility of the Cheapest-to-Deliver Issues
20 Dec. 2022 Modification of the Conduct of Yield Curve Control



Conducting Yield Curve Control (YCC) with Greater Flexibility July 28, 2023

® The Bank judges that sustainable and stable achievement of the price stability target of 2 percent has not yet
come in sight, and thus patiently continues with monetary easing.

® With extremely high uncertainties for economic activity and prices, the Bank enhances the sustainability of
monetary easing by conducting YCC with greater flexibility.

Previous Conduct of YCC Conduct of YCC with Greater Flexibility

Strictly capping 10-year JGByields | Nimbly conducting
s % Strictly capping 10-year JGB yields 15 % by fixed-rate purchase operations | market operations

10 - by fixed-rate purlchaseuperations 1.0 | ‘/{ - eferemce }

0.5 S <not rigid limits>
}Range of 10-year JGB } Range of 10-year JGB

0.0 . . 0.0
ields fluctuations : -
0.5 Y 05 e yields fluctuations
1.0 A -1.0 7
-1.5 - -1.5 - -
Outlook for Prices Inflation Expectations Enhancing the sustainability of
% chg. i [
y/y % chg o % Market participants mone?ary easing by t.:o.n.ductlng
Pl = — | Economists YCC with greater flexibility
ererence
(all items less CPI 4 H_OUSEhDIdS i i ’ i
fresh food)  |all tems less fresh 2.0 Firms r |If L.4p.5|de I‘ISkS. to Japan. s economic
food and energy) activity and prices materialize
. 1.5
FF'SC&‘I 2?23 . 2.5 +3.2 - Decline in real interest rates
Qrecasts made
' +1.8 +2.5 L.
in Apr. 2023 1.0 - Mitigating the effects on the
Fiscal 2024 +1.9 +1.7 functioning of bond markets, etc.
Forecasts made| +2.0 +1.7 0.5
in Apr. 2023 » If downside risks to Japan’s economic
Fiscal 2025 +1.6 +1.8 0.0 activity and prices materialize
Forecasts made +1.6 +1.8 CYQ08 11 14 17 20 23
in Apr. 2023 ) . Note: Figures for market participants, economists, households, and firms are - Decline in Iong-term interest rates
Note: Figures indicate the medians of the Policy Board members' from "QUICK Monthly Market Survey," "ESP Forecast," "Opinion Survey 30
forecasts (point estimates). on the General Public's Views and Behavior," and "Tankan," respectively. \h J

(Source)Bank of Japan



Weighted Average Maturity of JGB

[Average maturity of outstanding JGB stands at 9 years and 6 months, which is longer than that of other ]
countries such as France, Germany, and U.S.

(FY)
2014

2015
2016
2017
2018
2019
2020
2021
2022
2023

(Initial)

(at the end of FY)

2014
2015
2016
2017
2018
2019
2020
2021
2022
2023

(Initial)

Market Issuance (flow-basis)

8 years and 2 months |

8 years and 9 months |

8 years and 10 months |

9 years and 0 month |

8 years and 11 months |

9 years and 0 month |

6 years and 8 months |

7 years and 3 months |

7 years and 7 months |

8 years and 1 month | (Estimate)

(Note) Up to FY2022: Actual

Outstanding Amount (stock-basis)

8 years and 0 month |

8 years and 5 months |

8 years and 7 months |

8 years and 10 months |

9 years and 0 month |

9 years and 2 months |

8 years and 11 months |

9 years and 0 month |

9 years and 2 months |

9 years and 6 months | (Estimate)

(Note) Outstanding amount of general bonds. Up to FY2022: Actual

Average maturity -International Comparison-

(Year)

20 eOme Japan e m=U.S. et=s(Germany

18 +France UK

16 14.7

14 o

12

10

8

6

4

2
Ova@'\%qsr\q,fbv@@’\cbquq,(\/)
‘19Q (190 (19% Q,QQ (190 q/Q'\ (19'\ (19'\ (19'\ (19'\ (19'\ ‘_19'\ "1,'\ "1,\ Q,\ (1,‘1, Q,(L (1,61,

(Source) OECD, Relevant countries' debt management authorities

(Notel) Data for Japan represent the average weighted maturity of outstanding General Bonds
including Treasury Bills and excluding Financing Bills.
Data for other countries include short-term (one-year and shorter) bills. However, data for
U.K. excludes short-term bills for cash management purposes.

(Note2) Data are calculated on a stock basis. Non-marketable bonds are excluded.

(Note3) Data for each year are as of March next year for Japan alone and as of December for other

countries. 3 1



Economic and Fiscal Projections for Medium to Long Term Analysis
(Cabinet Office, July 2023)

When Japanese economy achieves around 3% of nominal growth in the long term, it is estimated that the
budget- balancing target in FY 2025, if combined with further spending cut measures.

(%)
-
2 Actuarlr After efforts for enhancing spending efficiency .
01 04 om0
I '0-2 i '“r"""'-':_# .
. I | XTI TS . S s O >
1
i -0.4
=3 !
|
1
1
|
4 i
6 ---=*| Baseline Case (Jan) =
’ . Economic Growth Achieved Case(Jan) |
-8 L7 == == | Baseline Case (Jul)
-9.1 ==_==| Economic Growth Achieved Case (Jul)
-10 ' y
2019 20 21 22 23 24 25 26 27 28 29 30 31 32
(FY)

 -In the Economic Growth Achieved Case, without the expenditure reforms, the primary deficit is projected to be around 0.2% in FY2025, i
' and turn to surplus in FY2026. i
' -If spending were to be streamlined based on the Basic Policy under this growth scenario, primary surplus will be achieved in FY2025. i

(Source) Cabinet Office

(Notel) Including the effects of measures to “the defense buildup packages” ,“Five-Year Acceleration Plan for Disaster Prevention, Disaster Mitigation, and Building
National Resilience”(up to FY2025 execution) and excluding the effect of “the Children's Future Strategy Policy”.

(Note2) Excluding the expenditures and the fiscal resources for the recovery and reconstructions measures.



Concept of Pro-growth Carbon Pricing

Japan aims for more than 150 trillion yen of public and private investment for 10 years starting from this year.
B To promote the GX investment above, "Pro-Growth Carbon Pricing Concept" will be embodied and implemented.
@® Government support for bold upfront investment by issuing new government bonds*
* 20 trillion yen will be issued from FY2023-2032
@ Introduction of carbon pricing to give incentives for GX investment
(1) Full-scale operation of emissions trading system in high emission industries [from FY2026].
+ Allowance auctioning to be phased in gradually to power generation companies [from FY2033]

(2) Introduction of a GX-Surcharge on fossil fuel supply [from FY2028]
k ® Strengthen financial support through public-private partnership

F In order to achieve carbon neutrality by 2050 while strengthening industrial competitiveness and realizing economic growth, the Government ON

Amount of money
A

new government bonds]<

5022

| Realization of over 150 trillion yen
Investment Investment | ‘Emission Trading System
Promotion Promotion | -GX-Surcharge

Investment Scale (BAU)
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