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Central and Local Government Debt

1994 1999 2002 2004
Central Gov. 269 449  557.8 598.0
L ocal Gov. 106 174 167.6 168.2
Ratioto GDP 74.8% 118.2% 144.3% 153.4%

1965 Central Government Debt was issued for the first
time.

1966 Debt/GDP ratio 2.2%
1990 Debt/GDP ratio 37.0%



General Government Gross Debt
(SNA Basis)
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Share of Public Investment to GDP (%, dotted line)

Growth rate of GDP and G/Y
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Budget Expenditures(General Budget)

% 1955 1965 1975 1985 1995 2000 2001 2002 2003
Social Welfare 125 17.7 24.8 294 31.3 345 36.7 38.4 399
Education 145 16.3 16.7 149 136 13.6 13.7 14.1 136
Military Pension 10.3 5.7 48 57 39 30 28 27 25
Defense 164 103 84 9.6 10.6 10.3 10.2 104 104
PublicWorks 18.1 23.6 164 195 206 196 194 1/.7 1/.0
ODA - 04 11 16 22 20 20 16 1.7
Small Business ---- 07 08 07 04 04 04 04 04
Energy - - - 19 15 13 13 12 12
Food ---- 57 57 21 17 14 14 15 14
Industry promotion---- 04 04 --- 29 03 03 03 03

Interest Payments 4.4 05 49 195 18.6 25.8 20.8 20.5 20.3
for Government Bonds

L ocal Government 13.5 19.6 20.7 16.5 18.6 17.0 20.4 20.9 20.9



Securities’ market excluding shares

Share (%)
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496,034
4,226,435
993,197
635,596
424,926
945,756
175,170
477,533
741,966
190,951
5,218
8472782
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Financial Bill

Central government securities and “FILP” bonds
Local government securities

Public corporation securities

Bank debenture

Industrial securities

Commercial Paper

Investment trust beneficiary certificates

Trust beneficiary rights

Structured—financing instruments

Mortgage securities

Total



Sectoral Holdings of JGB(Sep 2003)

Depository comporations Insurance ﬂnj:i pension funds
35,65 21,55

Other financial institutons
15.0%

Firancial auxliaries
(linancial nstitutions

Central bank ather than intermediaries)
14.6% 0,1%
Overseas MNonfinancial corporations

2.8% 0.2%

| t
Private nonprofit institutions General governmen

6.7
sarving househalds Househalds
i 1% 2,3%



<Classification by Issuance Methods and Maturity>

(Billicn yen)
Planned Issuance Planned Issuance
for FY2003 for FY2004
Inltlaiig}udget Imi:al{E}udget (b)-(a)
30-year Bonds 1,600.0 2,000.0 400.0
20-year Bonds 4.800.0 6,900.0 21000
15-year Bonds 5,500.0 6,000.0 500.0
10-year Bonds 22 8000 22 8000 —
5-year Bonds 22,8000 229000 100.0
2-year Bonds 20,960.0 19,2505 -1,709.5
Treasury Bills 341709 341709 -
Inflation-Indexed Bonds 100.0 600.0 200.0
Total Amount in The Market 12,7309 1146214 1,890.5
(excluding Treasury Bills) (78,560.0) (80,450.5) (1,890.5)
Postal Savings 2,100.0 2,300.0 200.0
Bank of Japan 6.441.9 13,2193 67774
Fiscal Loan Fund 400.0 1,000.0 600.0
Postal Savings 9.960.0 19,7000 97400
Pension Reserves 5,690.0 £.,500.0 1,850.0
Postal Life Insurance 2.940.0 2.400.0 -240.0
Total Amount in Public Sector 274919 46 1193 18,6274
JGB for Individual Investors 1,200.0 1,600.0 400.0
TOTAL 141,422.8 162,340.7 20,917.9




Asset Allocation of Households

Very high share of Time Depositsand I nsurance
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Share of Postal Savings in Japan
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Figure 2.1. Postal deposits as percentage of total deposits, 1888-1999.



Reasons for the Choice of Financial Institutions
(convenience, health, branch network)

Table 9:Reasons why people choose specific financial institutions
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(1)
Closenee
and
Convenience

I

80. 4%

(6)

Healthy
Financial
Institution
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40. 0%

(2)
Nationwide
Branch

Network
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25. 8%

(7)

Very
friendly
and kind

atmosphere

8. 3%

EBS
(3) (4)
Various Rate of
financial return
produces 1s
are higher
prepared
2. 4% 2. 9%
(8) (9)
TV commercial Not
and specific
other reasons

Advertisement

1. 4%

10. 10%

(5)
Kindly
consult
with
the
customers

4. 0%



Changesin the FILP System in 2001

(1) Before 3/31, 2001

Postal Savings — Public Corporations
Postal Life Insurance—»{  Ministry — Sovernment Banks
Welfare & National Pension_of Finance Local Government
(2) After 4/1, 2001
Domestic Overseas |[Short-term
BondsStocksBondsStock‘sI nvetment
Postal Savings 80% 5% 5% 5% 5%
Public Pension Reserves 68% 12% % 8% 5%

Public Corporation
Government Banks
Local Government

(i) Government Bonds

—> (il) Government Agency Bonds

(i11) Gover nment Guaranteed Bonds
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Privatization of Post Office

1, Important sales channel to sdll
JGB for Individual Investors

2, Existing holdings of Gover nment
Bonds by Postal Savings
(Approximately 80% of new funds
are directed to JGB holdings
by Postal Savings)
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Syndicated Group in JGB Market

10 year JGB Market
Syndicated Group  Market Transaction
1966 100%

1987 80% 20%
1988 60% 40%
2002 38% 62%
2003 20% 80%

Syndicated Group consists of banks, insurance
and Secur ities companies (total 1302)
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Time-to-maturity Structure of Qutstanding JGB (September 2003)
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Development of JGB Market
1, Buy Backs (to smoothen, 2002/June)

2, Interest rate Swaps, RTGS(2001/1), WI (2004)
3, Floating Interest Bond (15 years, 2000/June)
4, Strips Bonds (2003/Jan.) Re-opening (2001/M ar ch)
5, JGB for Individual Investors (2003/M ar ch)
6, I nflation Indexed Bonds (2003)
7, Collection of Market Information, Transparency
7-1, JGB Market Participants M eeting (2000/9)
(24 top financial institutions) =>Primary dealers
7-2,JGB Long Term Investors Meeting
(9 financial institutions) (2002/4)
8, Public Debt Management Study Group Report
(2003 by M OF Japan) 17



Debt Management

1,Debt Management Office (DM O)

2,MOF (in Japan)

- Japan’sCase: DMO isin MOF but separate division
3,Central Bank (New Central Bank Law 1998)

-> Control Inflation (Price level target, Clear Objective)

- Stability of the financial market (rising inter est
rate)

- 0Open Market Operations, Bank Supervision
© Rising Interest Rate in these weeks
(partly duetoincreasein stock price and bank loans)
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Short term Interest Rates of Japan

Short-term Interest Rates

(%)
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Source: Bank of Japan ; Japanese Bankers Association



10-year JGB Yield

(%)
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source: Japan Bond Trading Co.
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JGB Yield Curve
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Broadly Defined Government Debts

1, Ordinary Gover nment Bonds

(M ar ketable gover nment bonds)
2, Non-mar ketable Gover nment Bonds
3, Contingent Liabilities

(Explicit and Implicit

Government Guar antee)

4, Debt of the State Owned Enterprises
5, Local Government Debt

(Public Debt Management Policy Study Group,
Report by MOF, Japan (2003))
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Various Kinds of Government Liabilities
(FY 2003.4-2004.3) (G=80trilllion yen)

New | ssues 36.4 (trillion yen)
Redemptions 74.9
FILP Bonds 30.0

Government Guaranteed Bonds  28.9

(L ocal Public Enterprises,

Japan Deposit I nsurance Cor por ation)
Special Budget Borrowing 16.2
FB (short term bills) 48.2
Government Guaranteed Borrowing 19.0



