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Chapter 1 World Economy under COVID-19 Pandemic
[Global COVID-19 Spread, Economic Shutdown to Reopening]

COVID-19 spread from China to major Western countries, emerging countries and the rest of the world.
Real GDP growth plunged in China in the first quarter of 2020 and in major Western countries and emerging countries in the

second quarter.

In international financial markets, stock prices crashed with currency exchange rates fluctuating in March, before gradually

becoming stable.
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Chapter 1 World Economy under COVID-19 Pandemic

[Impacts on World Economy and Recovery Path]

Industrial production declined more rapidly than during the global financial crisis but entered a recovery phase relatively earlier. The
new order PMI (purchasing managers’ index) has improved, reaching over 50. While exports posted a narrower decline than during
the global financial crisis, they recovered more slowly than production did, although the new export order PMI also improved. The
U.S. and Eurozone GDP path moved downward due to the global financial crisis. GDP paths in the three poles after the latest
plunge hold the key to future global economic growth.
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Chapter 1 World Economy under COVID-19 Pandemic
!ComEarison with Earlier Crises!

As the COVID-19 spread greatly suppressed economic activities, European and U.S. economic activities plunged more sharply than
during the global financial crisis. In response to gradual economic reopening and fiscal and monetary policy support, however, the
current recovery is relatively faster. Compared with the global financial crisis and the Great Depression, the unemployment rate rose
faster this time in the United States. In Europe, however, the unemployment rate’s rise was limited thanks to policy support for
employment. Indications are that policy support has played a great role in the global economic recovery after economic reopening.

1. Comparison with Global Financial Crisis
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wChapter 1 World Economy under COVID-19 Pandemic
[World Economy Risks after COVID-19 Spread]

Based on economic and social changes, it is important to design policies for supporting recovery.

» Lockdowns to hold down the COVID-19 pandemic have been artificial, reflecting no structural economic damage. As the pandemic has been
spreading again, however, measures to suppress economic activities have been introduced again, increasing uncertainties about the future. As such
uncertainties lead confidence to stagnate, concern about fiscal spending’s sustainability through the subsequent prolongation of recession can be
considered to be a medium-term risk for the world economy.

Uncertainties are growing through the renewed COVID-19 spread. As economic
activities are restricted again in response to the renewed COVID-19 spread, growing
uncertainties about the future have the potential to affect household consumption,
corporate capital investment, and new employment over the long term. Capital investment
restrictions and employment protection would exert downward pressure on productivity
over the medium to long term.

Trade issue trends and impacts on cross-border human traffic: Depending on the
renewed COVID-19 spread in emerging and other countries, cross-border human traffic
_ could take a long time to recover. Trade issues’ impacts on trade and constraints on human
Risks traffic would weigh on global economic recovery.

World Economy

Spillover effects of deteriorating fiscal conditions in developed countries and
government debt accumulation in emerging and developing countries: While fiscal
expansion has been inevitable as a crisis response, concern about its medium-term
sustainability is likely to grow if economic stagnation is prolonged with fiscal conditions
continuing deterioration in developed countries. As some emerging and developing
countries have failed to hold down the COVID-19 spread, a concern is that a rise in the
ratio of government debt to GDP under global economic stagnation would affect money
flow in international financial and capital markets.




Chapter 2 Policy Responses in Major Countries
[(1) Overview and Characteristics]

Based on economic recovery conditions, policy priority gradually shifted from easing impacts of economic shutdown to supporting
economic reopening. In response to the renewed COVID-19 spread, however, economic shutdown has been extended or resumed.
Since the initial economic shutdown period, policies for encouraging reforms in anticipation of an end to the crisis have been
introduced.

Economic shutdown

Economic reopening period isi
period p ap After the crisis
Policies Policy implementation timing Policy overview
[Objectives/purposes]
h ) / . . .
« Quick responses . Focus on temporary measures . Egglﬂgusseghootﬁslmpacts of economic shutdown measures* on enterprises
* Retrospective » Many measures being extended . S . S . . .
- application Y 9 » Maintaining production capacity in preparation for resuming production
Policies to ease [Targets]
impacts of * Enterprises and households: In some cases, policy support was not
economic limited to enterprises and households affected by economic shutdown
shutdown measures but expanded to a wide range of enterprises and households
on moderate conditions.
[Characteristics] _ o _ _
* Expanding or enhancing existing systems to make quick policy
responses
) Ln Pl Caies' f,:f)OIiCieSf * In some cases, policy [Objectives/purposes]
or easing the effects o Hori i . . . . .
o e o gﬂgggtf:éﬁ:goggmic « Stimulating household consumption and corporate capital investment
. : widel
Policies for continued. In some reopening to a returned . Supp)(;rting production reopening
- ’ focus on easing the effects
supporting cases, however, targets of economic shutdown [Targets] S _
economic and financial support ' « Policies were » Enterprises and households: In some cases, policies introduced in the
reopenin sizes under initial implemented in economic shutdown period were continued with conditions toughened
P 9 policies were scaled i ; to specify persons, organizations and areas that need support.
down, with enterprises line with economic P St
given’incentives for recovery. [CharaCterlsths] . .
business reopening. » Some policies were originally designed to be phased out.
[Objectives/purposes] _ _
+ Supporting investment in climate change countermeasures and
Policies to digitalization to promote innovations towards a new economic society
after the crisis. Enhancing vocational training and promoting business
encourage tuns g 9 P 9
economic and « Policies were planned or [Tar etg] )
social reforms introduced during the M 'gl f . licies i lved | lab |
rm economic shutdown period. ainly for enterprises (some policies involved personal labor supply)
after the crisis. [Characteristics]
* Some programs introduced before the COVID-19 spread were enhanced
or strengthened.

*Economic shutdown measures include closing shops and facilities and restricting going outside and general social movement.



Chapter 2 Policy Responses in Major Countries

[(1) Overview and Characteristics]

Unprecedented policy scale

v Economic measures in the entire
world were worth about $12 trillion
(about 1,300 trillion yen),
equivalent to 8.5% of global GDP
(IMF, as of October 13).

v' See the table below for a
breakdown by country

T

Japan About ¥233.9 trillion 42%
U.S. (Aﬁggtu ;igést:irlillilci)%r; 15%
Uk | " boutvsonion| 2%
France (AAtt))%ttt iigzotrti) |T|Ii|;?3 24%
Germany (Aﬁgﬁtu ;%ést:irllllilg; 37%
ltaly Ab?:éfl?tl%ztrti)lillilciﬂ; 34%
Canada Abo{z;xggjf gigtr-ti)lillit?]r)] 20%

(Note) Tabulated by Cabinet Office based on materials released by each government.

Quick and comprehensive responses

v Each country implemented several series
of fiscal and monetary measures including
retrospective ones within March.

v' Comprehensive measures including not
only fiscal and monetary measures but
also deregulation
<Specific deregulation measures>

Easing regulations on remote medical care (U.S.,
France) and leverage for large banks (U.S.)

v Including the enhancement of existing
policies and the resumption of policies
taken amid the global financial crisis
<Specific cases for enhancing existing policies>

Enhancing unemployment benefits (U.S.), enhancing
operation curtailment systems (Germany), enhancing
layoff systems and shortening screening periods
(France), etc.
<Specific cases for resuming policies during the
global financial crisis>
Central bank’s asset-purchasing program (U.S.)

Launching new initiatives
(Examples)

v

v
v

In cooperation with the government, the central bank
launched financial mediation services for small and
medium enterprises (U.S.)

Introduction of an employment maintenance system (U.K.)
Creating arecovery fund under an emergency recovery
measure and authorizing the European Commission to

issue bonds (EU) « Details of the examples in red are described later. 7



Chapter 2 Policy Responses in Major Countries
[(2) Major details]

Supporting enterprises

» Benefits for small and medium
enterprises

* Subsidies

* Moratorium on or exemption from
rent payment

* Moratorium on, cuts in or
exemption from value added and
income taxes

* Providing credit guarantees

e Loans (including those for
supporting business startups), etc.

Policy
responses in
major countries

Supporting households
» Cash benefits for individuals or
households
-Among major countries, only
Japan and South Korea
provided cash benefits to all
people (individuals and
households) without income-
based restrictions.

* Enhancing unemployment
benefits

* Moratorium rent payment and
student loan repayment

e Lowering value added tax rates

» Support for eating-out, etc.

Job retention support

* Employment maintenance systems
(subsidizing wages for employees on
leave)

* Return-to-work support benefit

 Cutting or eliminating employers’ share of
social insurance premium payments

* Exemption from loan repayment
obligations on condition of employment
maintenance, etc.

Growth strategy
* Loans for supporting business startups
(relisted)

* Germany

» Promoting a national hydrogen strategy
and an Al strategy, supporting quantum
technology research and development

* France

> Investment in future technologies
(supporting cutting-edge technology
development, returning to domestic
production), cutting tax involving
production, supporting green technology
development

* EU, etc.

*Red-letter measures are detailed later.



Chapter 2 Policy Responses in Major Countries
[(3) Monetary policies and their effects]

In major countries, price hikes in 2020 are expected to fall by approximately one percentage point from levels projected before the
COVID-19 spread. They are projected to remain low even in 2022. Central banks implemented monetary easing measures, rapidly
expanding their balance sheets.

(1) Price trends

(U.S.) (Eurozone) (UK.
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35 r 40 r 50
30 + Outlook as of 35 | 45 t

December 2019 Outlook as of 4.0
2.5 \ 30 March 2020 35 | Outlook as of
20 s 25 r 30 January 2020
15 | 20 | 25 | \
1.0 15 | ig - el
05 1.0 10 b
0.0 05 05

- - 0.0 0.0
2000 05 10 15 20 2223(Year) 2000 05 10 15 20 22 (Year) 2000 05 10 15 20 22 (Year)
(Note) Adapted from U.S. Department of Commerce. Data from 2020 (Note) Adapted from Eurostat. Data from 2020 represent predictions (Note) Adapted from Office for National Statistics. Data from 2020 represent
represent predictions by Federal Open Market Committee by European Central Bank (ECB) staff. quarterly predictions by the Bank of England (BOE).

(FOMC) meeting participants.

(2) Central bank balance sheets
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Chapter 2 Policy Responses in Major Countries
[(4) Enterprise Support Measures and Business Trends]

v A demand plunge under the current crisis has seriously affected areas dominated by small and medium enterprises (SMES),
which feature (1) constraints on liquidity and borrowings and (2) a limited number of trading partners that are difficult to find

substitutes for in supply chains.

Means to provide SMEs with liquidity include credit guarantees, loans, and benefits, as well as moratorium on, reduction of and

exemption from rent, power bills and tax payments to reduce fixed expense.

Corporate bankruptcies in major countries have not necessarily increased from pre-pandemic levels. Rather, they have
decreased in some countries. Relevant factors may include delayed judicial procedures under the economic shutdown and
policy measures (including U.S. SME loans, U.K. moratorium on rent payments, and suspension of bankruptcy filings in France
and Germany). Surveys on SMES’ business confidence indicate that they are not optimistic about future business conditions.
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Chapter 2 Policy Responses in Major Countries
[(4) Enterprise Support Measures and Business Trends]

Specific large-scale SME support measure: U.S. Paycheck Protection Program (PPP)

v’ Private financial institutions provide small business with loans to cover payroll costs, payments on business mortgage interest
payments, rent, or utilities (from February 15).

v' SMEs would conditionally be exempted from all or partial loan repayments (the Small Business Administration would pay private
lenders amounts subjected to the exemption). A ceiling on such loans is set at $659 billion (about 72 trillion yen), of which
approvals through the application deadline of August 8 covered 525 billion (about 57 trillion yen).

v The regional Federal Reserve Banks have launched the PPP Liquidity Facility to provide private financial institutions with back
finance secured by PPP loans. The scheme has enhanced the PPP by paving the way for small financial institutions: which pay
higher fundraising costs than large banks, to participate in the PPP (outstanding PPP loans stood at $68.2 billion as of August 31).

PPP money flow PPP mechanism as seen from business operators

Paying 1-5% Small Business R

J L — IE _ epayment amount for a
commissions on Administration o Repayment borrower exempted from
PPP loans | Loan limit exemption limit repayment partially or totally
Paying for PPP
:f’ans exempted | 1 100% guarantee 2.5 months equivalent of
rom repayment paychecks (including

wages and allowances)

Lending \
interest rate at 1% in the past year
Qualified (up to $10 million (about
financial Small Business 1.1 billion yen)) Remaining principal
institutions Repaying + 1% interest

I « Eligible borrowers « Borrowers that spend * Repayment over five years
) include companies 60% or more of loans for * If the remaining principal
Repaying I IBack fl_nance (securedobg/gl]D/PP with 500 or fewer paychecks and maintain is zero or less, no
oans, interest rate at 0.35%) employees, one- all employees at the end repayment is required
v person businesses, of December would be
and self-employed exempted from
individuals repayment (Those that
L . maintain some of their
PPP Liquidity Fac_|I|ty emplovees would be
(created by the regional partially exempted from
Federal Reserve Banks) repayment

11




Chapter 2 Policy Responses in Major Countries
[(4) Enterprise Support Measures and Business Trends]

(Domestic comments regarding the PPP)

v In April, Treasury Secretary Stephen Mnuchin and others stated that the PPP protected more than 30 million jobs for hardworking Americans.

v In June, the government lowered the minimum percentage share of payroll expenses for PPP loans regarding repayment exemption (from 75% to 60%)
and extended the period for spending PPP loans on paychecks (from 8 weeks to 24 weeks) [relaxation of requirements for repayment exemption],
leading to concern that companies would spend loans for non-paycheck purposes and extend layoffs until the end of the year.

v' A key point is the extent to which PPP borrowers would maintain employment at the end of the PPP.

v' The maintenance of all employees, one of the requirements for repayment exemption, means that the total number of fulltime employees should remain
unchanged and that the same employees would not have to be maintained. Experts question how the PPP would be effective for maintaining human
capital over the medium to long term (Autor et al, 2020).

Enterprise support measures in major countries (summary)

3/12 Restrictions on activities launched (New York State) ~ 5/15 Reopening (New York State)

Until
March

April

May Summer End of ZOZd From 2021

Current status

Paycheck Protection Program
[Budget size: $659 billion]

PPP back finance

End of June 8/8 . N -

- 4/3

Extending the ﬁﬁng deadline - = Y -
[714] Lending deadline extended to = -

4/9

end of December

EEn f September
PPP Liquidity Facility (PPPLF) (for back finance by Federal Reserve Banks) Extension [7/28] End of 2020

The PPP
application loan
filing deadline

[Lending quota at $659 billion] I has expired

m Purchase of SME loans : :
=) [Lending quota at $600 billion] oo : : :Engof September
@ *Special purpose vehicles (SPVs) set up by the I Main Street Lending Program (MSLP) (Loan purchases by SPVs set up by Extension [7/28
° regional Federal Reserve Banks and the : regional Federal Reserve Banks and the Department of the Treasury) xtension [7/28] g
@' | Department of the Treasury purchase 95% of : : : : End of 2020
P loans to SMEs (with up to 15,000 employees or :
c annual sales of up to $5 billion in 2019) from The minimum value of|:
I | private financial institutions. a loan subject to the | In operation
Q Private financial institutions pay commissions (100 program was lowered | -
— | basis points) to SPVs (no commission for any loan from $250,000 to

worth less than $250,000) $100,000 [10/30]

A loan must be worth at least $100,000 and

repayable over five years including the initial two

years when principal repayment can be subjected

to moratorium.

SUbSIdIeS[Bt?J(%gltnseii’e:egéz billion] 3/27 The Department of the Treasury provides subsidies to airlines, etc. September: Until resources are used up Terminated

D Budget policy measure D Federal Reserve Bank measure 12




Chapter 2 Policy Responses in Major Countries
[(4) Enterprise Support Measures and Business Trends]

uoddns asudiaiug

3/10 Restrictions on activities launched (nationwide) ~ 4/20 Reopening (nationwide) launched (nationwide)

Benefits to small business operators

[Budget size: $50 billion]
*Business operators with up 5 (10) employees:
up to 9,000 (15,000) euros (about 1.1 (1.8)
million yen) for three months

11/2 Restrictions on activities 11/30 Restrictions ended
“ (as planned)

Until

March :

April May Summer EndonOZd From 2021

Current status

3/30 . 5/31

Business establishments with
up to 10 employees facing
bankruptcy risk or liquidity

bottleneck

Terminated

Benefits for small and medium enterprises
[Budget size: $25 billion]
*Up to 150,000 euros (about 18.3 million yen)
for three months (June-August) and up to
200,000 euros (about 2.44 million yen) for four
months (September-December) according to
sale declines. Details for January-June 2021 to
be announced later.

Additional period for benefits (four JAdditional period for benefits (six|

= e e el e e (LN e months: September-December) months: January-June 2021)

Extended

November extra economic support

[Budget size: $10 billion]
*Business operators in industries subject to
business shutdown: 75% of year-before sales
(up to 1 million euros (about 120 million yen))

In operation

Economic Stabilization Fund

*Credit guarantees (400 billion euros), capital
subscriptions (100 billion euros), low-interest
loans (100 billion euros)

3/27

End of 2021

(Providing loans, etc. to enterprises meeting requirements such as at least 249 employees)

In operation

uoddns asudiaug

3/20 Restrictions on
activities launched (England)

Grant to small business operators

(retail, hospitality and leisure)

*10,000 pounds (about 1.4 million yen) or
25,000 pounds (about 3.5 million yen)
according to a rateable value

Until

March

11/5 Restriction on activities -
) 5/11 Reopening (England) resumed (England) @) 1212 Restrictions ended (as planned)

April @ May : Summer End of 2020 From 2021

Current status

> April

(One-off grant)

Terminated

Securing SME loan implementation
*The BOE provides 10-year loans to banks and
building societies

3/10

March 2021

Providing 10-year loans carrying the bank rate
(*If financial institutions reduce loans at the end of 2020 from year-before levels,
interest rates on their loan repayments to the BOE may be increased.)

In operation

Budget policy measure

Federal Reserve Bank measure
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Chapter 2 Policy Responses in Major Countries
[(5) Employment support and labor market trend]

Employment support measures under a crisis include subsidizing wages for employees on leave, return-to-work support benefits,
moratoriums on employers’ shares of payroll tax and social insurance premium payments, and loans to business operators that
would not have to be repaid if they maintain employment. To support job losers, unemployment insurance benefits are expanded.

» Introduced here are employment maintenance systems used widely in many countries under the current crisis.

Employment maintenance systems used in Europe

Number of workers (Reference) .
o Budget quota Execution amount
filing for support Number of employees

12.85 million 42.14 million
Germany — —
(as of October) (as of September)
B 14 million 27.07 million €24 billion €17 billion (about ¥2.1 trillion)
(as of July 6) (as of September) (about ¥2.9 trillion) (As of end of May)
UK 9.6 million 32.51 million £54 billion £41.4 billion (about ¥5.8 trillion)
T (as of October 18) (as of September) (about ¥7.6 trillion) (as of October 18)
(Reference) 149.81 million $659 billion $525 billion (about ¥57 trillion)
U.S. (as of October) (about ¥72 trillion) (as of August 8)

(Note) Described here are German short-term work benefits, French temporary leave benefits, the U.K. Coronavirus Job Retention Scheme, and the U.S.
Paycheck Protection Program.

14



Chapter 2 Policy Responses in Major Countries
[(5) Employment support and labor market trend]

v During the economic shutdown period, unemployment rapidly increased in the United States, but unemployment increases in
Germany and the United Kingdom were relatively moderate. Such difference may be attributable not only to employment system
differences but also to a contrast between employment support measures for enterprises in Germany and the United Kingdom and
the expansion of unemployment insurance benefits to job losers in the United States.

v' After economic reopening, unemployment decreased and remained high in the United States. In Germany, France and the United
Kingdom, unemployment showed no major increase until summer before increasing on the later termination of policy support.
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(Note) Adapted from Office for National Statistics.
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(Note) Adapted from Federal Statistical Office. (Note) Adapted from Eurostat.
Labor market trends in major countries
U.S From February to April: -25.36 million  From February to April: +17.29 million From February to April: +8.33 million
= From April to October: +16.4 million From April to October: -12.02 million From April to October: -3.36 million
From February to September: From February to September:
Germany _; 53 mition +0.42 million -
From February to May: -0.62 million From February to May: -0.3 million . -
France From May to September: +0.48 million From May to September: +0.35 million RTEIT) (FEETR 19 DR <2040 e
U.K From February to September: From February to September: From February to September:

-0.57 million

+0.26 million

(Note) Non-labor force population in France was adapted from Datastream.

+0.47 million
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Chapter 2 Policy Responses in Major Countries
[(5) Employment support and labor market trend]

v Many countries including those in Europe have used employment maintenance systems. Some countries enhanced such
systems for nonregular employees vulnerable to dismissal at the time of an economic slump (e.g., Germany has enhanced
support for temporary employees between March and the end of the year, while excluding ‘mini jobs’ (with a monthly pay of up
to 450 euros or a contract term of up to two months) from the enhanced support).

v' These systems provide enterprises with incentives to maintain employment contracts and are effective for supporting the
livelihood of workers and reopening economic activities quickly after the economic shutdown. They can prevent a rapid increase
in layoffs and allow enterprises to cut labor costs in proportion to needs (business closure lengths), and are assessed as

displaying highly positive cost-benefits.

v If prolonged, however, these systems could delay a labor transition from sectors where demand is not expected to recover.
v While it is difficult to decide when to end an employment maintenance system, the announcement of a timetable for phasing out
such system in the United Kingdom has been appreciated as reducing uncertainties for enterprises (see the next slide).

v Employment maintenance systems have been frequently used in many countries. Sectors using these systems vary by country
and center on those affected seriously by the economic shutdown (see below).

1) u.s.
Breakdown by industry of loans approved
under the Paycheck Protection Program

Health Care and
Social Assistance

12.9

Others
Professional,
Scientific, and
Technical
Services

Retail trade f2.7

7.7

Accommodation and
Food Services

8.1

(Note) 1. Adapted from U.S. Small Business Administration.
2. Loan applications filed by August 8, 2020, are covered

(2) Germany
Breakdown by industry of short-term
work applications

Information and
communications

2.2

Others
16.9

Manufacturing

Construction
5.5

Transport
5.9
Medical, health
care and welfare
7.1

Scientific research Accommodations, Wholesal_e
profe_ssional and eating and and retail
technical services drinking services trade
7.4 9.1 16.5

(Note) 1. Adapted from Federal Employment Agency.

2. Short-term work applications filed by May 2020 are covered.

(3) UK.
Breakdown by industry of Coronavirus
Job Retention Scheme users

Wholesale and

Scientific retail trade
research, 19.9%
professional
and technical
services :
6.6% | Accommo
dations,
eating
Construction and
8.0% drinking

services
17.6%

Business management
and support services
9.3%

Manufacturing
10.6%

(Note) 1. Adapted from U.K. government.
2. Applications filed by July 31, 2020, are covered 16



Chapter 2 Policy Responses in Major Countries

5) Employment su

ort and labor market trend

Phasing out support policy: U.K. employment support system

(1) The United Kingdom created the Coronavirus Job Retention Scheme on March 1. Its budget size is £54 billion (about 7.6
trillion yen). The scheme provides subsidies covering 80% of monthly wages for employees on temporary leave at
enterprises that maintain employment.

(2) From September, subsidies were offered to cover 70% of wages in exchange for enterprises’ coverage of 10%. From October,
subsidies were offered to cover 60% of wage in exchange for enterprises’ coverage of 20%. In response to a national
lockdown in England from November 5, the scheme has been covering 80% of wages since November. (Subsidies’ coverage
is planned to be reviewed in January 2021).

(3) After the Job Retention Scheme is terminated at the end of March 2021, the government plans to introduce the Job Support
Scheme that would (1) cover two-thirds of wages for employees who cannot work because of business closure requests, etc.
and (2) cover 61.67% of wages for unworked work hours for employees returning to short-time work, with employers paying
5%, on condition that they work for at least 20% of their normal work hours.

(1) and (2) Job Retention Scheme implementation

Support measure responding to the
national lockdown in England
(from November 5)_

(Comments on the U.K. Job Retention Scheme)
v When claims began to be filed for the scheme in April,

Unpaid portion

From March to September 2020 October 2020
August 2020

%)

From November
2020

(3) Job Support Scheme implementation

Unpaid portion

(Note)

1. Adapted from U.K.
government.

2. Percentage shares of
monthly wages

3. From August 2020,
employers covered their
employees’ National
Insurance and pension
contributions

4. The scheme is planned to
remain until March 2021,
with the subsidy coverage
reviewed in January.

Chancellor of the Exchequer Rishi Sunak stated that
millions of jobs would be protected in the United Kingdom.

Enterprises were feared to abuse the scheme (e.g., an
employer could keep employees on telework at home,
disguise them as on temporary leave and receive
subsidies.)

*Until June, employees subject to subsidies had not been allowed
to work as part-time employees.

School shutdown and constraints on care services

188 [ o reportedly make it more difficult for women to return to work
! ote . .

80 : /53\1/2%6; 1. Adapted from UK. from leave. It is pointed out that the phaseout of the scheme
60 | Unworked Government 2. Boreentage shares of should be flexible regarding job categories (whether jobs
50 | work hours < cubsidi monthly wages can be subjected to telework at home) and household
40 + supsiaies 3. The first pillar refers to (1) .. H :
30 and the second to (2). The conditions (whether employees engage in childcare or
20 Worked Employer figure in a bracket in (2) nurSin

L represents the percentage g Care)'
18 hours coverage share of worked hours in

(1) On leave

(2) Short-time work (20%)

normal work hours.

Sources: Andrew et al. (2020), Adams-Prassel et al. (2020) 17



Chapter 2 Policy Responses in Major Countries
[(5) Employment support and labor market trend]

uoddns
juswAojdwg

3/10 Restrictions on activities

Employment support measures in major countries (Summary)

) 4/20 Reopening (nationwide)

11/2 Restrictions on activities
launched (nationwide)

4

11/30 Restrictions ended
(as planned)

April May Summer End of 202G From 2021 Current status
5/15 : End of 2020 End of 2021
. . . ) Lowering the required number of employees subjected to short-term work Extending a benefit period .
Expanding short-time work benefits . Benefits (from one-third of all employees to 10%) end (from the end of 2000 In operation
(60% of a wage decrease) Increasing benefits after a certain benefit payment perlod (70/80% of a wage decrease) to the end of 2021) [8/25]
May End of 2020
Extending an unemployment benefit period Extendlng a benefit period for three months for those seeing their benefit periods ending In operation

between May and December

uoddns juswAojdw3

3/20 Restrictions on activities
launched (England)

(1) Subsidizing wages for furloughed
employees

11/5 Restrictions on activities
Iaunched (England)

12/2 Restrictions ended
(as planned)

_ 5/11 Reopening (England)

End of 2020

From 2021

Current status

Until .
April Ma Summer
March P y
e | Exenang e[ rerere,
80% of wages, up to £2,500 per month prog program until Prog
June 31 July 31 [5/12] until August /31
[4/17] Y 31 [5/29]

Paying subsidies retrospective to March 1

Cutting government coverage (and a ceiling) and extending the program
:| Requiring employers’ coverage simultaneously [announced on 5/29]

:| Increasing government coverage (and a ceiling) and extending the

:| program [announced on 10/31 and 11/5]

70%

80%
Monthly

ceiling: 2,500£

* End of March 2021

10/31

Employer
coverage:
10%

Employer
coverage:
20%

60%

Monthly ceiling: £2,187.5, £1,875

Extended

(2) Subsidizing wages for employees at
enterprises failing to continue doing
business due to business closure requests,
etc.

Those failing to do business due to infection expansion prevention measures
(business closure requests, etc. from national or local governments)

[announced on 10/9]
*Postponmg the start (originally planned for November)
[announced on 10/31 and 11/5]

1) After termination

Two- To be
thirds of Jannounced
wages later

Monthly ceiling: £2,100

Planned to be
implemented

(3) Subsidizing wages for employees subjected
to short-time work

Those subjected to short-time work
Expanding subsidy coverage

[announced on 9/24]
[announced on 10/22]

E*Postponing the start (originally planned for Nove:mber) [announced on 10/31 and 11/5]

Monthly ceiling: £1,541.75

(1) After termination

Employer coverage: 5%

61.67% of wages for
unworked work hours

Planned to be
implemented

(4) Benefits to support employees’ return to
work from temporary leave

[ (l) Temporary benefits for employers maintaining- employment after the ]

program’s end [announced on 7/8]

-*Postponing the start (originally planned for February 2021)

[announced on 11/5]

£1,000/emp

loyee

Planned to be
implemented
(at an undecided

time)
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Chapter 2 Policy Responses in Major Countries
[(5) Employment support and labor market trend]

3/20 Restrictions on activities ~ . 11/5 Restrictions on activities 12/2 Restrictions ended
launched (England) 5/11 Reopening (England) launched (England) (as planned)
Until . : : : ;
U.K. (cont.) March April May Summer End of 2020 From 2021 Current status
gl 80% of income for three soxrzgnrfgxﬁsfor To be
=3 months - lannounced|
D - Monthly ceiling:
3 Monthly ceiling: £2,500 8117 52?1500“ 9 later
=)
o | Benefits for small business operators 513 Sea——_ 713 3 Januar April
% If loved P . 70% of income for 11/30 Y y Zéjznl Extended
e (self-employed) : three months )
_g Monthly ceiling: £2,190 Extension [announced on 9/24]
he] Expanding subsidy coverage, etc.
) [ Cutting and extending benefits ] [announced on 10/22, 11/2 and 11/5]
- [announced on 5/29] .
3/12 Restrictions on activities .
launched (New York State) 5/15 Reopening (New York State)
u.S. Until March:  Agpril May Summer End of 202G From 2021 Current status
Paycheck Protection Program (repost) :
. - L 43 End of June 8/8 :
m | [Budget size: $659 billion] : N\
2 | *Private financial institutions provide loans (up Extending the filing Lending deadline extended ” :
g to $10 million (about 1.1 billion yen)) to cover deadline [7/4] to the end of December The_ PPP
7 |wages for 2.5 months for SMEs with up to 500 aDD|IC§F|0n
® | employees. SMEs that maintain employment at = : loan filing
2 | the end of December (through reemployment, : a0 Endof September : deadline has
3 etc.) would be exempted from loan repayments ; . = —  End of 2020 expired
% (with the Small Business Administration . I PPPLF (for back finance by Federal Reserve Banks) xtension [7/28] :
shouldering repayments to financial
institutions). :
1 4/5 7/31
%‘I -
. . Expanding benefits (adding $600 per week)
'CG_) Adding unemployment benefits : Consider endi
. . . . 0 . . onsidering extending
~§ Increa_lsmg _beneflt receivers and extending : Extended by an executive order on 8/8 — expanded benefits
o benefit periods : Cutting additional benefits to $300 per week until December Terminated
@ | [Budget size: $312 billion] 3127 End of 2020
g Increasing benefit receivers (adding one-person businesses, etc.)
Q Extending a benefit period (for 13 week)
~—+

1 Budget policy measure [_] Federal Reserve Bank measure
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Chapter 2 Policy Responses in Major Countries
[(6) Policies to promote economic and social reforms]

economic and social reforms.

Startup Support Measures in European Countries

v In a bid to achieve economic recovery, governments have come up with policies to promote the redistribution of resources to high-
productivity sectors and improve productivity through new technological innovations from the medium to long-term viewpoint to accelerate

v' To promote economic growth and create job opportunities, governments in Europe have implemented financial and other support measures

for startup enterprises.

v In France, the number of business startups (excluding one-person businesses) in the July-September quarter increased 15.2% year on year.
Startups including one-person businesses increased remarkably in accommodation, eating and drinking service, manufacturing, and
construction sectors. The French government in March announced a startup support measure, which is expected to help increase startups.

Support measures in major European countries

Country Size
>
€2 billion
Germany | - nout ¥240 billion) | >
>
€4 billion
France | hout ¥490 billion) ;
>
>
UK. £1.25 billion

(about ¥180 billion) | »

Major details

Funding through the Corona Matching
Facility (capital subscription)

Funding through local agencies (capital
subscription)

Funding through public investment banks
(convertible bonds)

Credit guarantee

Accelerating tax refunds

Providing subsidies immediately

Funding through the Future Fund
(lending)

Loans and subsidies to enterprises
conducting research and development

20

10

210 F
20 F
30 F
40 L+

30

20 r
10

-10 F
20 F

Number of business startups (excluding one-person

businesses) in France (year-on-year changes)
(%)

1 2 3 4 5 6 7 8 9 |(Month)
2020 (Year)
(%) (Reference) During the global financial crisis
8 10 1 4 7 10 1 4 7| (Month)
2008 09 10 (Year) 20




Chapter 2 Policy Responses in Major Countries
[(6) Policies to promote economic and social reforms]

v The EU formulated the Next Generation EU recovery package (NGEU) as an extraordinary budget separately from the
earlier-formulated Multiannual Financial Framework (MFF). The NGEU gives priority to climate change and
digitalization initiatives.

v The NGEU aims to support demand recovery and enhance the EU’s growth potential and economic resilience.

(1) An entire picture of the recovery package (2) NGEU recovery fund breakdown (unit: €100 million)

Others 569

______________________ Just Transition Fund

100
(Supporting EU member __
countries that would be

[Climate change

the most vulnerable to and digital]
the transition to a (|\;|r|1\>|/§St EU 56 :
EU recover decarbonized society) resources
y NGEU recovery (Supporting
package fund (A) NGEU investment)
€1.8243 trillion 750 billion [Climate change] recovery fund

2021-2023) Horizon EU 50 ~_/ (2021-23)

[Of the total, 30% is (MMF resources)

B) MFE the right figure] .
1.0743 rlion carmarked for SuppOTng RED)
2021-2027 : Subsidies (3,900)
( ) initiatives] [Climate change Including 3,125 from
and digital] Recovery and
Loans (3,600) Recovery and Resilience Eacilit
y Part of Recovery and Resilience Facility y
""""" Resilience Facility 6,725

Z

(A) NGEU recovery fund

* The European Commission issues bonds to raise funds in the capital
market. These bonds will be redeemed by 2058.

» The EU plans to introduce a plastic waste tax in 2021 and border carbon
and digital taxes in 2023 to raise financial resources for bond redemption.

(B) MFF

* MFF resources include contributions from the EU members and a portion
of valued added tax revenues.

i Recovery and Resilience Facility

E * Each EU member will formulate a three-year spending plan from 2021
i regarding the facility for approval by the European Commission.

1 » Of the subsidies, 70% will be distributed to the member countries in 2021-
i 22 and the remaining 30% in 2023.

i * Subsidies for 2021-22: Based on 2015-19 unemployment rates, living
. standards, population

E Subsidies for 2023: Based on real GDP contraction in 2020, and 2020-21
. real GDP fluctuation, living standards, and population.
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Message from 2020 World Economic Trends |

v' While advanced and Asian economies have rebounded from a substantial plunge caused by
the COVID-19 pandemic, Western countries are seeing another wave of COVID-19
infections. Continuous policy support is indispensable for sustaining the rebound.

v’ These economies’ relatively quick rebound from the COVID-19 plunge is attributable not
only to their gradual reopening but also to the seamless implementation of fiscal and
monetary policy measures responding to economic reopening conditions. Quick and large-
scale prompt policy responses have also been successful.

v' Countries have implemented many common policy responses. Policy objectives gradually
transitioned from easing economic shutdown effects to supporting economic reopening.
When economic_activities were restricted again _due to the re-expansion of COVID-19
Infections, these countries flexibly enhanced economic support.

v During a transition to gradual economic reopening, countries focused on support for sectors
and enterprises vulnerable to the economic shutdown and switched to policy incentives for
enterprises to have employees return from leave to work.

v' Some policies taken during the economic shutdown sought to promote economic and social
reforms after the crisis. Given that many countries implemented various initiatives such as
support for business startups and digital investment for a new economic society after the
pandemic and saw a rebound in business startups, it is important to nurture reforms.




Chapter 3 Economic Trends in Major Regions
[U.S. economy (1)]

The U.S. economy rapidly deteriorated due to the COVID-19 pandemic. Since May, however, consumption, production, and
employment rebounded, reflecting gradual economic reopening. It scored positive growth in the third quarter after a contraction.

1. Trends in U.S. economy (1)

(1) Real economic growth rate (2) Length of recovery
(QoQ contribution, %)

40 Inventory investment
0T ef= S —Housing investment | panking | Months (Trough) (Peak)
20 Business fixed I -Iﬁ-/-\-p-rﬁ-Z-O-Z-O-Tﬁé-‘\
investment I !
10 _ B Private consumption 1st 12 June 2009 ~ | February 2020 : NatloEnCa(l)InI?)Lror](ie?u of i
0 == S—— e iz <—Net ex| ]
______________________________ port 1 1
-10 i" Real GDP growth remained negative for 0 2nd 120 March 1991 ~ March 2001 |1 Research (NBER) |
! i Government i identified February !
20 b ! two consecutive quarters before turning | expenditure H I
i positive in the third quarter (-5.0% in Q1 : 3rd 106 February 1961 | ~ | December 1969 |! 2020 as a peak. |
-30 : 2020, -31.4% in QZ 2020, and +33.1% in 1 1 The |Onges[ ever :
3 L 3 2020 (annualized QoQ growth ! |
0 - ek R Q3| (Quarter) 4th 92 November 1982 | ~ July 1990 s._recovery ended. _/
2017 I 18 [ 19 20 (Year) (Note) Adapted from NBER,
(Note) Adapted from U.S. Department of Commerce.
2. Trends in U.S. economy (2)
(3) Consumption :'"'Eaﬁgl}_ﬁat'igﬁ“‘} (4) Industrial production (manufacturing) (5) Unemployment rate
($1 trillion, annualized) —> (Monthly) : declined in March 1
16 - ! and April but : (2012 = 100)
July-September 2020 | September 2020 yrebounded from May . (%)
14 | _$12_.9t_r||||on \ _$1_3.1tn|hon&§: --------- 110 | ® -
12 | _ M - 106 | 14 | :'The unemployment }
I Service i rateshotupto 1
10 | = 102 gmmmmnn ey 12 1 | 147%in April 2020 i
8 98 I Indystngl production | 10 L ! before declining :
1 declined in March and | | starting from May. |
6 r | L H HH 94 i April but rebounded ! 8 I .
A HEHE B HHH LR Non-durables ! I 1 In October 2020, it H
2 90 I from May. ) 6 \__stood at 6.9%.
2 HHHHHHEABIHHE UL H B B | g Durables 8 0T 4 b "
A B B E B EEIEEE H O OE OB B
0 o BB B OB B R R B R cHCEEEE 82
[ nnvfr nmmi2 3456 7 8 9(fQuarter/month) 9 | (Month) 2 4 10 (Month)
2019 20 vear) 2019 20 (Year) 2019 20 Year)

(Note) Adapted from U.S. Department of Commerce. (Note) Adapted from FRB. (Note) Adapted from U.S. Department of Labor. 23



Chapter 3 Economic Trends in Major Regions
[U.S. economy (2)]

While the rebound is expected to continue, attention must be paid to domestic and overseas COVID-19 trends. We should also take
note of a budget deficit expansion through the enactment of various measures, future monetary policy trends, and China and other

trade issues.
3. Trends in U.S. economy (3)

(1) Growth forecasts by various organizations (2) Debt outlook {Debtas a percentage of GDP 3
. 1 is expected to substantially 1
2019 2020 2021 2022 | . ., (%of GDP) Projected by CBO, | increase in FY2020 and reach |
(actual) | (projected) | (projected) | (projected) |/ . | ! 109% in FY2030. )
' Growth is forecastto e D
IMF -4.3% 3.1% I substantially fall in 2020 %t T
(October 2020) | before recoveringin | g,
OECD -3.8% 4.0% I 2021. However, there i -
(September 2020)f  , ,,,, I are uncertainties about | 60 |-
FOMC ' I the re-expansion of |
- 0, 0 0,
(September 2020) 3.7% 4.0% 3.0% | COVID-19infections. | “*° [}
N -/ | [
(Jul(;/Bz(gzo) -5.8% 4.0% 2.9% 20T
(Note) The FOMC projection_represents the median of projections by FOMC meeting participants 0 22 1 7 8 1 20 21 22 23 24 25 26 27 28 29 30 FY
(year-on-year growth in the October-December quarter). (Note) Adapted from CBO. ( )

4. Trends in U.S. economy (4)

=N

(3) Change in policy interest rate (4) Trade issues

Interest rate projections by FOMC meeting participants
(as of the September 2020 meeting)

2019 (actual) el 2021 2022 2023 S (China)

@) (Actual) (Projected) | (Projected) | (projected) | (projected) | » The FOMG held SN © The.Hong Kong Autonomy _Act was ena}cted (July 14) N
91 Three rate cuts| Two rate cuts | Unchanged | Unchanged | Unchanged | Unchanged : © O C he -tWO . : Pa"'”_g the Wf”‘y _for_ sanctions to be imposed on individuals and
8 F ] extraordinary meetings in 1 organizations infringing on Hong Kong'’s autonomy
A i March 2020. The policy 1| o Restrictions on trade with Chinese enterprises
6 | | interest rate target was cut to |
5 | On March 16, 2020, the I 0.00—0_.25% for an effeptwe I (Europe)
2 | target Federal Funds (FF) | Zero Interest-rate policy. 1| o The reason for an additional tariff that is planned to be implemented
3 | rate was cutt0 0.00-025% 'y Thetarget FFrateis 1 is the Digital Service Tax introduction.
| i projected by the FOMC 1| o The reason for an additional tariff that has been imposed since
11 | Mmeeting participantsto 1 October 2019 is EU subsidies granted to Airbus. (A plan to expand
0 \ remain unchanged until 2023,-,' the range of products subject to the additional tariff is under
990 95 2000 05 10 15 20 | TTTTTTTTTTTTmmmmmees consideration.)

(Note) 1. Adapted from FRB. (Year)

2. The policy interest rate represents the target FF rate. Since December 2008, the target has
been displayed as a range of 0.25 percentage points. The graph tracks the upper limit. 24



Chapter 3 Economic Trends in Major Regions

[Chinese economy]

The Chinese economy is recovering. Production plunged due to economic shutdown before rebounding quickly in line with
economic reopening. On the demand side, investment has rebounded in addition to exports.

(1) Real economic growth rate

1. Trends in Chinese economy (1)

(2) Value added of industry

YoY, % ) oS ——m————————— == 0 i it e -
10 (Y0¥ %) (Quarterly series) o5 capital Real economic | Year-on-year economic ‘: 15 (YoY. %) I “Production rebounded froma i
8 } —&Z. formation growthrate 1 growthplunged into | L__January-February plunge.___!
Or=tOr=FO I negative territory in the 1 10
6 i January-March quarter | g
4 e B L ] L B i 1B i before turning positive in !
o W Ed B B B B T Final consumpt | _the April-June quarter.
expenditure SommmTmTTT e
0 e I v I R St It I VS I decec mm ceoror mm eoon: i rovows mm rovowos mm ovorch ‘::::g _5 -
4T m 15 Overall industrial
-6 X 20 production
s | ) 9| (Month)
P01718 19 (Yea) Q3| (Quarter) v
2017 18 19 20 |(vean 2017 18 19 20 |(vean
(Note) Adapted from National Bureau of Statistics of China. (Note) Adapted from National Bureau of Statistics of China.
2. Trends in Chinese economy (2)
(3) Fixed assets investment (4) Import and export
S g S S S S S - U [ D R R SR NN SR SR R D NN N SR NN G NI U SR SR N SR D SR NN SN SN MR N N N O D D R S e ~
i Invesiment rebounded, concentrated i H Exports rebounded thanks to domestic and :
(YTDoYTD cumulative total, %)}  in real estate developmentand | I overseas economic reopening. Particularly, personal i [Export]
40 \._infrastructure investment.____f g0 . 1 computers and masks drove overall export growth. § o (vov, %)
30 [ Infrastructure investment Real estate 25 Textile Yarn, Fabrics\”'\ \
oo, development 20 60 ) \
20 b Tteceanan, : Automatic Data ! '\
g _ ¢ investment 15 Processing =
10 = = ST me=-, 10 40 r \ Machines and Parts
!
0 —7/ 5 20 iy
-10 Overall fixed assets , 0 L N A .
investment M_anufacturlng -5 0 IS - S ‘ 3 o
-20 investment b oo
-10 on Lt s
30 | 20 ..
- 15 Import GdaEr?et?]t_s > e
40 h -20 40 i%cesgor;gg 9
(Month) 9 [Month) Month)
2017 18 19 20 (Year) 2017 18 19 20  [Year) 2019 20 Year)

(Note) Adapted from National Bureau of Statistics of China.

(Note) Adapted from General Administration of Customs of the People’s Republic of China.

(Note) Adapted from General Administration of
Customs of the People’s Republic of China. 25



Chapter 3 Economic Trends in Major Regions

[Chinese and Asian economies]

HOVMmption is taking more time to rebound due to a plunge in contact-based consumption and deterioration in
employment.
Other Asian economies plunged in various ways depending on COVID-19 infection trends and containment measures.

3. Trends in Chinese economy (3)

(5) Total retail sales of consumer goods

(}(oY, %)
Nominal growth rate 50
U 40
T i 30
- Real growth rate 20
i 10
i 0
| 7 -10
Catering services -20
9|(Month) 0

2017 18 19 20 (Year)

(Note) 1. Adapted from National Bureau of Statistics of China.
2. Real growth rate have yet to be published for March 2017, January-February
2018, March 2019, June 2019, September 2019, and December 2019.

(6) Online retail sales

(7) Urban surveyed unemployment rate

i The unemployment rate considerably i
| increased in February. i

YTDoYTD cumulative total) 65 ()
| Online retail sales (goods) '
6.0 |
Total retall sales T\t 55 |
50 s
L Online retail sales
| (goods and services) 45 |
9 4.0
(Month)
2017 18 19 20 (Year) 2017 18 19

(Note) 1. Adapted from National Bureau of Statistics of China.

(Note) Adapted from National Bureau of Statistics of China.

4. Trends in other Asian economies

2. Data for June and October 2017 have yet to be published.

‘1 (Month)
20 |(Year)

wov,% (1) Taiwanese real economic growth rate

Imports
Changes in Inventories

O

/Gross Fixed Capital
Formation

Private Final

Consumption

-2 Government Final
B2 <& Consumption
-4 F <——— Exports
6
Q3 (Quarter)
2017 18 19 20 (Year)

(Note) 1. Adapted from Directorate General of Budget, Accounting and Statistics.
2. As data for the July-September quarter of 2020 represent first estimates,
some part of their breakdown has yet to be published.

(2) Indian real economic growth rate
20 (Y_oY, %)

Real GDP growth rate
10 Imports
. Government
0 E51.<—consumption
Private
-10 ¢ consumption
20 Gross fixed
YT capital formation
30 F
. Exports
Change in stocks
40 +
Q2 Quarter)
2017 18 19 20 [(Year)

(Note) Adapted from Central statistics office.

o e e e

In Taiwan, a region where the
COVID-19 pandemic has not
spread widely, the economic
contraction was relatively limited.
However, In India, a country where
the pandemic has spread widely
with severe lockdowns
implemented, the economy posted
a deep contraction.

L 4
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Chapter 3 Economic Trends in Major Regions

!Eurogean economx (1)|

In Europe as well, real GDP sharply contracted in the first and second quarters of 2020. Although production and exports are
rebounding in line with economic reopening, the European Commission has forecast that the Eurozone would post negative
economic growth in the fourth quarter due to the re-expansion of COVID-19 infections.

1. Trends in European economy (1)

(1) Eurozone real GDP growth rate

(2) U.K. real economic growth rate

(Note) 1. Adapted from Eurostat.
2. The construction industry is excluded from the industrial production

(Note) Adapted from Eurostat.

go (QoQ contribution, %) 27278 Overseas 100 (QoQ contribution, %) wEmoverseas demand
demand /’ ‘\\
60 | Inventory / 80 C—Change in inventories, : As national lockdowns were 1
Discrepayncy 60 3?3::3[:&’;'955 disposals I implemented to hold down i
L . H 1
40 e Gross fixed 40 === Gross fixed capital : COVID-19 infections, European I
20 | capital formation 20 formation I real GDP including private I
e Government s Government consumption : consu.mptlon declined Sharply in :
0 consumption 0 ! the first and second quarters. |
1
B Private -20 B Private consumption : :
-20 r consumption 40 : In the second quarter, I
- . 1
a0 | e Rl €CONOMIC e Rl eCONOMIC grOWHh rate | particularly, real GDP_posted the :
growth rate 60 1 largest contraction since GDP
60 | 80 | L began to be compiled. ,,'
‘ ‘ Q3|(Quarter) Q3| (Quarter) e e e e e e L L -
2017 18 19 20 (Year) 2017 18 19 20 (Year)
(Note) Adapted from Eurostat. (Note) Adapted from U.K. Office for National Statistics.
2. Trends in European economy (2)
_______________ 1 ll_D_rQnggtl_O_rl_________________ (2) Export (Eurozone; by destination) (3) Outlook of real GDP growth rate
{In line with economic reopening, production is rebounding | LIn line with economic reopening, _G}EQVE 919 rebounding. | i  Negative growth is expected for the fourth quarter 2020. 1
2017 = 100 2017 =100) oo R R E
110( r ) O( ) Countrv/ Real GDP growth rate (QoQ/YoY)
100 120 e ior? Actual | Projected Projected
110 9 Q32020 | Q4 2020 2020 2021
90 -0.109 0, 0,
100 Eurozone 12.6% O ~78% 4.2%
80 90 overall =~ W/, 0 e (-3.5)_ | _. (#0.9) | (1.9 ___
20 | m—Eurozone Germany 80 Germany | 8.2% 8 fz; §56607/[)) ?1533
. -2. +0. .
60 | Spain =——France X 70 0 """"" q10% | 94% | 580
I taly ' 20 T e |LBP0 e | 1) | (L)
0.5% -10.3% 3.3%
Month 9
‘ 8| (Month) 8|(Month) U.K 15.5% (-2.9) (-0.6) (-2.7)
2017 18 19 20 (vear) 2017 18 19 20 |(Year) (Note) Adapted from Autumn 2020 Economic Forecast (November 5),

European Commission.
Data in brackets indicate revisions from previous projections (July). 27



Chapter 3 Economic Trends in Major Regions
[European economy (2)]

While consumption is rebounding, the unemployment rate is rising, indicating that future consumption trends should be closely

watched.
Next year’'s economic recovery is expected to be weak. There are risks regarding the budget balance deterioration and U.K.-EU

trade negotiations.

3. European economic outlook and risks

(1) Retail sales (2) Consumer confidence
5 1 1
IL Rebounding after a sharp decline H IL Consumer confidence is rebounding now H IL
———————————————————————————————————— o ——————————— -
January 2017 = 100 (%)
1p0tanuary ) 10 @) 14
U.K. ~ 12
110
0 10
Eurozone
100 Eurozone -10 | \Z 8 r 13
6 U.K. /
90 r 20 \ Eurozoné 10
A P N
80 20 UK.
9[(Month) ~ 2 7
‘ ‘ ‘ ( ) 10| (Month) 9 ((Month)
2017 18 19 20 (Year) 2017 18 19 20 (Year)
(Note) 1. Adapted from European Commission. 2017 18 19 20 [(Year)
2. Poll on household financial conditions, economic outlooks,
(Note) Adapted from Eurostat, and Office for National Statistics. and eagerness to buy luxury goods (Note) Adapted from Eurostat, and Office for National Statistics.
4. Eurozone and U.K. economic outlook and risks
(1) Outlooks by international organizations (2) Budget outlook (3) EU-U.K. trade negotiations
————————————————————————————————————— LY e e T T —_————— T ————
i : H 1 Budget balances are dramatically deteriorating ! 1 While the negotiation deadline is nearing, 1
I A weak recovery is expected for 2021. ] ] due to growing public spending. i t major issues are still pending. ]
(YoY, %) 9 .
2020 2021 3 (% 0T GDP) i 02019 02020 (Major issues)
Eurozone 83 52 0 o I 0_ =10 |_| |_| i 0_-lUalla_a oo * How to secure U.K. harmony with EU regulations
MF | Germany | - 60 | 42 3t on labor and government subsidies (presence or
(October 2020) | France | 98 | 6.0 6 - o5 9) 5000 absence of U.K. decision-making rights)
UK. 98 5.9 o oo °5 ©o© 2l © + Fishing rights in U.K. waters
...... Eurozone | .78 Bl ) 00 4 o
OECD | Germany | 54 | 46 12 ¢ _ ° (Agreed measures)
(September 2020) France -9.5 5.8 P9l a@LIEOLEES2I220C + Continuing free trade without tariffs or volume
.............................................................................. 8 a = 8 ) 8 o % < -9‘ 2 g é = 5_" o 322 5 X
UK -10.1 7.6 §c§z238°8 58378563283 quotas
> I = o 9o
(Note) Adapted from “World Economic Outlook, October 2020” by IMF A ® E § (Key schedule)
and “Economic Outlook, September 2020” by OECD. « . . g H :
(Notes) 1. Adapted from Eurostat. 12/31: The transition period will end.7
28

2. Budget balances are on a general government basis.



(Reference) Chapter 2 Policy Responses in Major Countries
[Budget policy: Chronological overview]

5/15 Reopening

3/10 Restrictions on activities

4/20 Reopening 11/2 Restrictions on activities

11/30 Restrictions ended

3/12 Restrictions on activities i " i : N
launched (New York State) _ (New York State) launched (nationwide) (nationwide) launched (nationwide) ) (as planned)
Until gt : : Current Until . : : Current
: © April May Summer End of 2020 From 2021
March April May Summer : End of 2020 From 2021 status March : p y f status
‘a3 End of June 8 L}endlng deadline extended 33 53
8 : - i i usiness establishments
_ Extending the : v The_ PPP Ben_eflts to small with up to 10 employees Terminated
. iling deadline [7/4] : : application business operators facing bankruptcy risk or
Paycheck Protection : - liquidity bottleneck
4/9 : En loan filing -
Program : - deadli
m PPP Liquidiy Facilty (PPPLE) End of 2020 eadline :
2 (for backfinance by Federal Reserve Banks has expired Benefits for small and ; . ! Additional period for | Additional period for
@ : N . SMESs with certain sales decline h . oy : Extended
° : : medium enterprises (June-August) benefits (four months: | benefits (six months:
Q' 2 £l Endsf September : gl September-December) | January-June 2021)
@ |Purchase of SME loans - | MSLP Extension [7/28] Y End of 2020 In operation| | @
: T : °
S : : : =
g 3/27: - September: Until resources:are used up g Novemb_er extra In operation
=3 - - : . economic support
Subsidies to airlines, etc. | Terminated 2 pp
- - 3 ;
. 3127, 7/24 Considering g 3/27: End of 2021
Moratorium on rent economic support inated Economic Stabilization
t for property Terminate o ; ’ : in operation
paymen - owners Fund (Providing loans, etc. to enterprises meeting requirements such as at least 249 employees)
:4/5 7/31 Considering -
I'Brl 8 extending -
Expanding benefits (adding $600 per week) expanded benefits| . ‘April J .
= — {adding 3500R ) until December . Moratorium on rent - SIS il N Moratorium
2 - - Terminated payment Banning contract Y T iR o4 period
3 : Extended by an executive order on 8/8 +$300/week i for reason of failure to pay rent i
3 |Expanding ) Cutting additional benefits to $300 per week *Supporting households for April-June until June 2022 ended
2 [unemployment benefits : ; : T : ! " :
2 3127 : End of 2020 m 3n : DB : End of 2020 : End of 2021
o Increasing benefit receivers (adding one-person businesses, etc.) In operation 3 Expanding short-time ) Lowering the required numbe_r of employees subjected to short-term Extending a benefit i
=1 Extending a benefit period (for 13 week) P % work benefits Benefits(60% of a wage work (from one-third of all employees to 10%) Pg;'g%?'ggof'ﬁﬂﬁge In operation|
: - § decrease) Increasing benefits (70/80% of a wage decrease) end of 2021) [8/25]
g Cash benefit Consigennd g  may End of 2020
g ash benetis second provision Terminated| | ¢ |Extending an
- (fOI' |nd|V|duaIs) Of,CESh benefits ° unemployment benefit Extending a benefit period for three months for those seeing their benefit In operation|
3 : : -8 eriod periods ending between May and December
5 Until the end of ' = p -
2 | Moratorium on student e Snd of 020 =
= . [72) R
3 Extendedbyanexecuive o y B
& |loan repayment s In operation & § | Cash benefits (for September October
€ & |childcaring households) In operation|
<} = €200 €100
g2a | :
o 7L End of 2020 :
= |Lowering val -
e owering value added Tax rate: 19%—16% : In operation|
& |texrates Reduced tax rate: 7%-5% (Food, drink, etc.)
2 6/29 : :
03 Implementing artificial intelligence strate romotion,: support for quantum :
I § Future paCkage lec%nul_ot;jiesl{J support for elet?!ri»c_ vehicle pguyrc ases, national hydro enqs:rategy In operation
Q = promotion, etc. under the €50 billion future package [within the stimulus package
< enacted on June 29] : :

(Note) Dates in the table basically represent those for starting and ending the implementation of (applications for) measures (if starting dates for some measures are unknown, dates for deciding on or enacting them are given).
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(Reference) Chapter 2 Policy Responses in Major Countries
[Budget policy: Chronological overview]

launched (England)

3/20 Restricti tiviti
estrictions or acivi 'es— 5/11 Reopening (England)

resumed (England)

11/5 Restriction on activities 12/2 Restrictions ended
“ (as planned)

yoddns juawAojdwg

Until : Current
May : Summer End of 2020 From 2021
March : status
Grant to small business
operators .
- - Terminated
(retail, hospitality and measure)
leisure)
: H January  April
5/13 : 7/13 : 11/30: Y 2521
80:(]» of i |ncnme for : 0'%'? of incon;ﬁ fol  Tobe
ree months ree months
Monthly. celllng Monthly ceiling: | amounced
m | Benefits for small £2,500 E21500) =
S | business operators g g : 8/17 : Extended
T . .
= self-employed Cutting and extending 6 of income for Extension [announced on 9/24]
=S ( ployed) benefits [announced on 5/29] N'ughelﬁ&"éﬂmsg Expanding subsidy coverage, etc.
7] 8 8 : £2190 [announced on 10/22, 11/2 and
o - 11/5]
c
S
°
3 H H : : :
3/26 8 B 6/30 H 9/30 12/31:
Moratorium on rent Banning demands for premises Extending the program until the | EXtending the
t evacuation for reason of failure to end of September g{,o éfageucrgu‘g]; Extended
paymen pay rent until June 30 6/19
. 3/10 : : arch 2021
isrrfslléxgnfﬁ'l\::gnloan I Providing 10-year loans at the bank rate In operation
E)'(tenﬂmg Extending | Extending
80% of wages, Program the program|the Frogram
up to £2,500 per month un il June umiS‘l]i‘ 31 unn August
(1) Subsidizing wages Paying subsidies : 8/31 Eﬂd of March 2021
for employees on retrospective to March 1 : H 9/30 : Extended
Cutting government coverage (and a ceiling) and 0%
temporary leave extend, ngg ver program ge ( ) 9) EEB!%? 2o
equiring employers’ coverage simultaneou: 1 -
auining employ o announce[}lon 5/29] 10% _|°0%RgRS

Increasing ﬁovernment coverage (and a ceiling) and

extendmgt e program announced on 10/31 and 11/5] Monthly;cewling: £2,187.5, £1,875

(2) Subsidizing wages
for employees at
enterprises failing to
continue doing
business due to
business closure
requests, etc.

prevention measures (business closure requests, etc.
from national or local governments) [announced on 10/9]

*Postponing the start (originally p\annfecl for November)
: [announced on 10/31 and 11/5] H

[ Those failing to do business due to infection expansion }

(1) After termination

Two- Tobe
thirds offannour

wages | ler ||Plannedto be|

Momhly ceiling: £2,100

implemented

11/5 Restriction on activities
resumed (England)

12/2 Restrictions ended

(as planned)

3/20 Restrictions on activities .
launched (England) emmm——) 5/11 Reopening (England)

Until S Current
(cont.) * o April ¢ May Summer End of 2020 From 2021
March : : status
: 7115 March 2021
Lowering value added Tax rate: 20%—5% mpmmm n operation|
tax rates (Eating and drinking, and tourism) 31 p
o
5_“ N
o} Monday, Tuesday and
« Wednesday in Augus\
Support for eating-out o Terminated
costs
Up to £10
™ - 9130 January 2021
g Energy efficiency : Pr%w ing subsidies for energy
i I efficiency improvement an 1
@ |mpr_o_vement for p_UbIIC | low- carbo¥|za§on in the public n operation
8 facilities and housing sector |nclud|ng slchools and
als
Until M : Current
¢ April ¢ May Summer End of 2020 From 2021
March : : : status
m s :
«» 3 | Subsidizing employee 419 End of Fy2022
S 2 |leave benefits (loans to i operation
g 'S | member governments p
@ | to cover subsidies)
=3
o 2021-2023 rnediobel
= Plannedto
= Economic recove
@ NGEU recovery fund and structural refor%s implemented
7] (specifics left to each
member country)
Healthcare, ¢ 2021-2027
@ | environment, and Planned to be
% digitalization R&D Sub&dlsrsU;EL trseseam“ implemented
S | (Horizon Europe)
1%} .
a5 1 2021-2027
g’ Investment promotion Credit quarantees Plannedto be|
=< program (anEStEU) technical advices, et‘c. 'mplementEd

(3) Subsidizing wages
for employees
subjected to short-
time work

Expanding subsidy coverage [announced on 10/22]
: *Postponing the start (originally p\anned for November)
[announced on 10/31 and 11/5]

1) After termination

61.67%ofwagesfor
umvorkedworkhous | | Pl2nned to be|

[ Those subjected to short-time work [announced on 9/24] J \
: Employercoverage: 5% | implemented

Manthly ceiling: £1,541.75

(4) Benefits to support
employees’ return to
work from temporary
leave

B [(l) Temporary benefits for employers maintaining J

: employment after the program’s end [announced on 7/8]
*Postponing the start (originally planned for February 2021)
[announced on 11/5]

Plannedto be

£1,000/ | implemented

pl (atan undecided
tme)

spjoyasnoy
Bunioddng

Housing loan payment
moratorium

3126 : : 6/30 : 10/31
Extending the deadlines for filing for payment
moratorium and for seizure until October 31

Imelemented on 6/4]

3-month housing loan payment
moratorium

nding the deadline for

T pi
moratorium un IAB
[Announced on 1

April 2021

ment o | | Extended
/31]

(if starting dates for some measures are unknown, dates for deciding on or enacting them are given).

(Note) Dates in the table basically represent those for starting and ending the implementation of (applications for) measures
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(Reference) Chapter 2 Policy Responses in Major Countries
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[Monetary policy: Overview]

(Buisea anneinUenb loj saseyoind)

FRB

FF rate (target range):

1.50 1.75% October 2019

—1.00 1.25% 3/3

—0.00 0.25% 3/15
*Duration: Of the 17 FOMC meeting participants
on September 16, 13 agreed that it would be
appropriate to maintain the current target until the
end of 2023.

ECB

Main refinancing rate:

0.00% [March 2016]
Marginal facility rate:

0.25% [March 2016]
Deposit facility rate:

-0.50% [September 2019]

BOE

Bank rate (reserve deposit rate):
0.75% [August 2018]
—0.25% 3/10
—0.10% 3/19

U.S. Treasuries:
$500 billion [3/15]
—No ceiling [3/23]
—$80 billion/month [6/10]
Duration: Continuation over several months
[6/10]

Corporate bonds (new)
Corporate bonds (outstanding)
Total: $750 billion [3/23]
Duration: Until September 2020 [3/23]
—Until December 2020 [7/28]

CP: No ceiling published [3/17]
Duration: Until March 2021 [3/17]

Mortgage-backed securities:
$200 billion [3/15]
—No ceiling set (adding commercial mortgage-
backed securities) [3/23]
— $40 billion/month [6/10]
Duration: Continuation for
months [6/10]

several future

Municipal bonds: $500 billion [4/9]
Duration: Until September 2020 [4/9]
— Until December 2020 [6/9]

Eurozone member government bonds, corporate
bonds, commercial paper (CP) [added on 3/18],
covered bonds, asset-backed securities:

(1) Asset purchase program:
Total: €20 billion/month [September 2019]
+ €120 billion [3/12]
Duration: Until December 2020 for €120 billion
[3/12]

(2) Pandemic Emergency Purchase Program
(including flexible handling of government
bonds’ share of assets and purchase of Greek
government bonds):

Total: €750 billion [3/18]
—€1.35 trillion [6/4]
Duration: Until December 2020 3/18
—Until June 2021 [6/4]

U.K. government bonds:
£435 billion [August 2016]
—£625 billion [3/19]
—£725 billion [6/17]
—£875 billion [11/4]
Duration: Until around the end of 2021 (11/4)

Corporate bonds:
£10 billion [August 2016]
— £20 billion [3/19]

CP: No ceiling set [3/17]
Duration: Until March 2021
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(Reference) Chapter 2 Policy Responses in Major Countries

[Monetary policy: Overview]

uoddns moj|) yses JINS

FRB

Purchase of SME loans:
$600 billion [4/9]
Duration: Until September 2020 [4/9]
—Until December 2020 [7/28]

Securing implementation of the Paycheck Protection Program:
$349 billion [4/9]
—$659 billion [4/16]
Duration: Until September 2020 [4/9]
—Until December 2020 [7/28]

ECB

BOE

Securing implementation of SME loans: [3/10]
Providing 4-year loans at the bank rate
—Extending maturity to 10 years [9/24]
Duration: Until March 2021 [9/24]

Provision to primary dealers [3/17]
90-day or shorter loans with the discount rate
Duration: Until September 2020 [3/17]
—Until December 2020 [7/28]

Targeted Longer-Term Refinancing Operations
(TLTRO 3) [March 2019]
Providing 3-year loans with low interest
Interest rate: -0.25 to -0.75%
—-0.51t0 -1.0% [4/30]
Duration: Until June 2021

Provision to money market funds (MMFs) [3/23]

Providing loans to banks for purchasing assets sold by MMFs
(The interest rate is the discount rate (if loans are secured by Treasury
securities)

Duration Until September 2020 [3/23]

—Until December 2020 [7/28]

Provision to investors in asset-backed securities (ABS):
$100 billion [3/23]
Loans to ABS holders
(interest rates are set according to security details)
Duration Until September 2020 [3/23]
—Until December 2020 [7/28]

Pandemic emergency longer-term refinancing
operation (PELTRO) [4/30]
Providing loans maturing in July 2021 with a
negative interest rate of 0.25%
Duration: Until December 2020

Contingent Term Repo Facility [3/24]
3-month or shorter loans with low interest
(0.25%)
Duration: Ended in June 2020

(Note) Adapted from FRB, ECB and BOE.
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