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<Assessments of the current state of the Japanese economy>

January

February

March

The Japanese economy is recovering at a moderate pace.
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<Assessments of the current state of the Japanese economy>

| gy | Febuay | Mach

Private consumption is picking

Private consumption up. (1) Unchanged Unchanged

Business investment Business investment Is Increasing Unchanged Unchanged
moderately.

Exports Exports are picking up. Unchanged Unchanged

Industrial production I_ndustn_al Ao BELE (& Unchanged Unchanged

increasing moderately.
Corporate profits Corporate profits are improving. Unchanged Unchanged
Firms’ judgments on business A e LJrEli s ) Eite
judgmen business conditions are Unchanged Unchanged
conditions . .

improving.

The employment situation The empl'oyment §|tuat|on 1S Unchanged Unchanged

improving steadily. (1)
Prices Consumer prices are flat. Unchanged Consumer prices are rising

moderately in recent months.

Note: T denotes upward revision.
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<Short-term prospects>

The economy is expected to continue recovering, supported by the effects of the policies, while employment and
Income situation is improving. However, attention should be given to the uncertainty in overseas economies and the
effects of fluctuations in the financial and capital markets.
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<Policy stance>
(March)

The Government will make its utmost efforts to ensure the economy overcomes deflation and achieve economic revitalization and fiscal
consolidation simultaneously, in addition to make effort toward the reconstruction and revitalization from the Great East Japan Earthquake
and the restoration and reconstruction from the 2016 Kumamoto Earthquake. To this end, the Government steadily implements the "Basic
Policies for Economic and Fiscal Management and Reform 2017", the "Growth Strategy 2017", the "Regulatory Reform Work Plan", the
"Basic Policies for Overcoming Population Decline and Vitalizing Local Economy in Japan 2017", and the "Japan's Plan for the Dynamic
Engagement of All Citizens". Moreover, in order to tackle the enormous challenge of the declining birthrate and aging population by
promoting Supply System Innovation and Human Resources Development as two wheels of a cart, the Government will steadily implements
the "New Economic Policy Package" deicided in last December. About work style reform, based on "The Action Plan for the Realization of
Work Style Reform™ decided in last March, the Government will submit bills to the Diet at an early date, and try to pass the bills. In
addition, the Government implements the FY2017 supplementary budget swiftly and steadily. And the Government works for early passage
of the FY2018 budget and the related bills.

The Government continuously pursues to expand the economic virtuous cycles which cover local areas, SMEs and small-scale businesses,
through directing growing corporate profits towards investment, wage increase and further improvement in the employment situation.

The Government expects the Bank of Japan to achieve the price stability target of two percent in light of economic activity and prices.




GDP: Oct. — Dec. 2017 (Second Preliminary)

Changes and contributions to changes in real GDP

(seasonally adjusted)

2016 2017
2016 2017
Oct. - Dec. [ Jan. - Mar. | Apr. - Jun. | Jul. - Sep. §Oct. - Dec.
Real GDP growth rate 0% 0.3 0.5 0.6 0.6 0.4
. 17
[at annual rate] [1.1] [1.9] [2.4] [24] []_6]
Domestic Demand
Contboion) 04) | 12 | 010) | (04 | 09 | ©1 | (04)
Private Demand
ot 01 | @) | ©1 | (4 | 06 | ©2 | (04
Private Consumption 0.1 11 0.0 0.3 0.9 -0.6 0.5
Private Non-Resi.
e 06 | 30 | 25 | 02 | 12 | 10 | 10
Private Residential
e 56 | 26 | 08 | 12 | 09 | 17 | -26
Changes in Privat
e | (02) | (01) | (02) | (1) | (0) | (©04) | (@1
Public Demand
Combaio | 02 | 1) | (01) | 00) | ©03) | (01) | (00)
Public Investment 0.1 1.2 -1.9 -0.2 48 -2.6 0.2
Net Export
Contintins 06 | (06 | ©4 | (01 | (03 | (05 | (-00)
Exports 13 6.8 2.7 20 0.0 2.1 2.4
Imports -19 3.6 0.6 17 19 -1.2 2.9
Nominal GDP growth rate 1.2 15 | 0.2 | 0.3 09 | 07 0.3
GDP Deflator
e e 03> | <02> | <01> | <08> | <03> | <0.2> | <0.1>

Source: Cabinet Office
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Nominal and real GDP

s.a., ann., tril. yen.
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551 tril. yen
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Real GDP
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From Jan. — Mar. 2016

Since Apr. —Jun. 1986 -
Jan. — Mar. 1989

quarter

CY



Economic Recovery 1: Household Sector

Private Consumption (Real)
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Economic Recovery 2: Business investment
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The order backlog of machinery related to factory automation
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Economic Recovery 3: Employment situation 1

Unemployment rate and active job openings-to-applicants ratio

s.a., ratio s.a.

%

Spring wage negotiations

— - - - 45
Active job openings-to-applicants ratio CY 2012 2013 2014 2015 2016 2017 2018
[Highest level since January 1974] Increase in wages
N\ 4.0 [ First | (Excluding bonus) (%) L79 L74 216 243 2.08 2,06 216
Active job openings-to-applicants ratiol.07 Result Increase"m pay S?,aleo - - 0.8 0.47 0.43 0.77
(Regular employees) 35 (So-called "base-up™) (%)
N ' Increase in wages
(Excluding bonus) (%) 1.72 171 2.07 2.2 2.0 1.98
Increase in pay scale
3.0 - -
Final |(So-called "base-up") (%) 0.69 0.44 0.48
Unemployment rate Result Bonus
(right scale) 25 (Number of months) 431 4.49 478 48 486 481
[Lowest level since April 1993] 2.4 Bonus
1,421 1,451 1,539 1,552 1,532 1,535
’0 (Thousand yen)
1 4 7101 4 7102 4 71001 4 71071 4 7 10 month Source: Japanese trade union confederation
2013 14 15 16 17 §CY
Sources: Ministry of Internal Affairs and Communications; Ministry of Health, Labour and Welfare
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Economic Recovery 3: Employment situation 2

Composition of employees : Increase in female and elderly
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Synthetic consumption index (Real)
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Housing construction Public investment

Housing construction starts Amount of public construction completed
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Total
450
1,000 2.0
\ 400 >
800 Housing for rent 18 }
(right scale)
1 350
Owner-occupied housing
600 (right scale) 1.6
300
400 | 14
1 250

200 | / 1.2
41 200

Housing for sale
(right scale)

1 4 7 10
2013

1 4 7 10
14

1 4 7 10
15

1 4 7 10
16

150 1.0
1 4 7 10 fmonth 14710’14710r4710r4710r4710’14710’14710J11m0nth

17 g CY 2011 12 13 14 15 16 17 18CY

Source: Ministry of Land, Infrastructure, Transport and Tourism Source: Ministry of Land, Infrastructure, Transport and Tourism



110

100 K

9 |

80

70 F

60 F

50

40

30

-20

Exports

Exports volume index by region
s.a., CY2010 = 100, 3MA s.a., CY2010 = 100, 3MA

MoM
Total Asi U.S. EU
(BMA) ot st Total
Feb. A12% A2.6% +0.8% +1.4%

N ]

/ M
W_
U.S. (right scale) 1

Asia (right scale)

\ EU (right scale)
1 4 710010 4 7 101 4 7 1001 4 7 101 4 7 10 (12
2013 14 15 16 17 18

Source: Ministry of Finance

Current account
trillion yen

Goods
Current account ) ]
Primary income

Secondary income

Services

3 S &

0
s
>

Source: Ministry of Finance, Bank of Japan

130

1 125

120
115
110
105
100
95

1 90
1 85
1 80

75
month
CY

110

100 |

9

80

70 F

60

Industrial Production

s.a., CY2010 =100, 3SMA

Production by industry

s.a., CY2010 = 100, 3MA

Source: Ministry of Economy, Trade and Industry

140
Forecast
[P (Jan. 2018) r-pP>
MoM(3MA) A1.2% M
v 130
|
|
|
|
|
General-purpose, :
production . 120
and business !
oriented !
machinery :
(right scale)
|
: 1 110
Transport
equipment |
(right scale) '
|
|
: 1 100
|
|
|
|
]
|
11 90
Electronic parts and devices :
(right scale) 1
|
|
|
|
80
1 4 7 101 4 7 101 4 7 10 |1 4 7 10 |1 3 month
2014 15 16 17 18| CY

12



Corporate profits

Current profits

s.a., 2012 Oct-Dec=100
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Prices
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(Reference 1) Economic Expansion Period

CY2010 = 100, SA

Index of business conditions
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Note: Shaded areas indicate recession periods.

Rank of the length of the expansion period

Rank Period
1 73 months 2002 Feb. — 2008 Feb.
2 57 months 1965 Nov. — 1970 Jul., “lzanagi”
3 51 months 1986 Dec. — 1991 Feb., “Bubble”
This time 64 months 2012 Dec. -
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(Reference 2) Output gap
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