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<Assessment of the current state of the Japanese economy>

May The Japanese economy 1s recovering at a moderate pace.
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<Assessment of the current state of the Japanese economy>
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<Short-term prospects>

The economy is expected to continue recovering at a moderate pace with the
improving employment and income situation, supported by the effects of the policies.
However, slowing down of overseas economies is downside risk of the Japanese
economy, amid ongoing global monetary tightening and other factors. Also, full
attention should be given to price increases and fluctuations in the financial and capital
markets.

The economy is expected to continue recovering at a moderate pace with the
improving employment and income situation, supported by the effects of the policies.
However, slowing down of overseas economies is downside risk of the Japanese
economy, amid ongoing global monetary tightening and other factors. Also, full
attention should be given to price increases and fluctuations in the financial and capital
markets.

The economy is expected to continue recovering at a moderate pace with the
improving employment and income situation, supported by the effects of the policies.
However, slowing down of overseas economies is downside risk of the Japanese
economy, including the effects of global monetary tightening and the concern about
the prospect of the Chinese economy. Also, full attention should be given to price
increases and fluctuations in the financial and capital markets.




<Policy stance>
(Monthly Economic Report, August 28, 2023)

Based on the "Basic Policies for Economic and Fiscal Management and Reform 2023", the Government will accelerate the
initiative of the New Form of Capitalism to expand future investment and realize structural wage increases, in order to expand
more positive trends such as the highest level of wage increases in this 30 years and high investment motivation in the private
sector.

The Government will swiftly and steadily implement the “Comprehensive Economic Measures for Overcoming Price Increases
and Revitalizing the Economy”, the FY2022 second supplementary budget, additional measures compiled at the “Headquarters for
Comprehensive Measures on Prices, Wages, and Livelihoods”, and the FY2023 budget. Moreover, the Government will continue
to respond with flexibility based on price and economic trends, considering countermeasures against rising fuel oil prices.

The Government will aiming for realization of "virtuous circle of growth and distribution" which is backed by an increase in
growth potential and a broad increases in household income, by linking it to a "virtuous circle of wages and prices" with wage
increases and securing appropriate price transfers and markups for costs, as well as through continuous expansion of domestic
investment by public and private sector’s partnership in the areas of human resources, green and economic security which would
easily be underinvested if simply left to markets principle.

The Government expects the Bank of Japan to achieve the price stability target of two percent in a sustainable and stable manner,
accompanied by wage increases, in light of economic activity, prices and financial conditions.

Through these measures, the Government will promote bold monetary policy, flexible fiscal policy, and a growth strategy that
stimulates private investment in an integrated manner, while fostering widespread recognition that will not fall back into deflation,
and leading to an end to deflation through these policy initiatives.




— GDP: Apr. — Jun. 2023 —

Foreign demand contributed the increase.

» Real GDP in the Apr.-Jun. 2023 increased by 1.2% on a quarterly basis (at an annual rate of 4.8%) .
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— Employment Situation —

» The employment situation shows movements of improvement.
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Note:

Adjusting employment here means “adjusting working hours or schedule in order to keep income below a certain amount.”



— Business Investment —

» Business investment is picking up.
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— Private consumption

» Private consumption is picking up.

(4-1) Private consumption
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(4-2) Consumer electronics sales trends
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— Prices—

» Producer prices are declining moderately. Consumer prices are rising.

(5-4) Comparison of wage and service prices

(5-1) Consumer Price Index
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— Exports —

» Exports show movements of picking up recently.

(6-1) Export volume index (by region)
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s.a. year, thousand dwelling unit, 3MA
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flat.
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(7-3) Imports are almost flat.
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(8-1) Industrial production shows

(8-3)Corporate profits are improving
moderately as a whole.
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s.a.,CY2020=100 —
160 s.a.,CYZOZOI 100 140
150 | Transport equipment Production machinery Forecast 130
(Right scale)
140 120
130 110
120 100
110 90
100 7‘ 80
90 ) _ 70
%0 Total Electronic parts and devices 60
1 4 7 10 1 4 7 10 1 4 7 8 9 |Quarter
2021 22 23 CY
(8-2) Indices of tertiary industry
activity 1s picking up.
103 s.a.,CY2015=100
102
101
100
99
98
97
96 —3A
95
4 7 10 1 4 7 10 1 45 6| Quarter
2021 22 23 cY
Sources: Ministry of Economy, Trade and Industry; NIKKEI NEEDS

20
18

16 }
14 }

12

10

Ordinary income in Listed companies’ financial result

Tril. yen

S Nk~ N

All Industry

Manufacturing

2016 17 18 22 23

Contribution to changes of ordinary income in Listed
companies’ financial result (2023 Apr.-Jun.)

YoY, %pt

17.0

10.3

6.7

Quarter
CY

Manufacturing Non-manufacturing

K1duryoew

Poog

S[BJaUI SNOLIQJUON]
S[eoruay

[00 pue WNI[ONRJ
j1odsuen pue
uodsuen 1y

apen a[esa[oYM
j1odsuer) ourrewr

K1duryoew uoryeyrodsuer ],

14



(9-1)The number of corporate
bankruptcies appears to be increasing.

The number of corporate bankruptcies
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(9-2) Corporate Good Price Index
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International Comparison of Consumer Price Index

(10-1) Japan

contribution of yearly change, %

Source: Ministry of Internal Affairs and Communications; the statistics of each countries.
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