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1, Japanese Economic Outlook

The real GDP growth of the"®quarter 2015 turned td.2% from the previous quarter
+4.5% and the growth of théd@juarter is expected to be around zero due to a weak
growth of exports and capital spending. The annual growth will be +0.6% in 2015 ar
+1.1 in 2016(JCER forecast).

Japan Real GDP Growth and Contributions of its Components

. (%)
(annualized quarterly growth)

15

E=Net Exports

10 ——Public Inventory

- B Public Investment

[—Private Inventory

1| —

Non-Resi.

_5 Investment

||||||| 1/ [ R S T | L1 [ R S T T A 1 L1 —Private

Ha NAE Residential
Investment

-10 C—/Private
Consurmption

I| /5102

-15 quarterly growth

— Annualized
Data:Capiirlgt Office I

=Y ear on year 3
growth

-20



Contributions to Changes in Real GDP (seasonally adjusted series)
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If we look at the real GNI(Gross National Incorgeowth, the current situation is more

encouraging. The average real GNI growth sincetlgtar t er 2013 wh

started is +1.7% (annual base) . It is higher than that of the previous 3 years +1.0%.
Real GNI= Real GDP + trading gains or losses + income balance (real ter
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Mixed conditions of the
current economic

outlook 140
Positive fields: 130
1) Corporate profit 120
2) Growth of employment ;4
Negative fields: 100
1) Wages 90
2) Exports .
3) Capital spending

70
Problem: "

Income is not distributed
enough from the corporate
sector to the households by
increasing wages or
dividends.

Composite Index (as of Aug. 2015)
and TOPIX (as of Oct.9 2015)
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Profits of the corporate sector
IS very robust not only in big
companies but also small ones.

Profit Return on Sales
Corporate Profit Before Tax

ROE of finance — |
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(right scale)
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The labor market has improved to the best level in the last 20 years as long as looking at
the unemployment rate and the ratio of job offers to job seekers.

Ratio of Job Offers to Job Seekers
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Upward rigidity of wages

Despite the continued tightening in the
labor market, the wage growth has been
sluggish since 2011. It is depressing the
consumer spending.

It is very curious almost the same trend cal
be seen also in the US.
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Increase of nomegular employees is a

main reason depressing the average wage
growth in Japan.

Looking at the last 5 years, the ratio of
nonregular employees has increased at the
age above 55 years old, especially above
65 years old both of men and women.

Near |l y 76&%gafl arnoempl oy e
parttime workers and temporary workers.
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The labor participation rate has
been edging up since 2013 in Japan

while that of the US is declining.
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Deficit of the trade

balance has narrowed to
the nearly balanced level
thanks to a sharp decline

of energy and natural Exports, Imports, Trade and Current Account Balance
resource prices. 90,000 (umt - ¥100mmThon) 50,000
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Yen is very undervalued around $1=120yen.

Real exchange rate index of Yen/Dollar is at the same lever irfttnaflof 1980s.
Upward correction of Yen rate appears to be inevitable in the long run.
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2, Progress of NnAbenomicso and

The new 3 targets of Abenomics

(1) 20 percent increase of GDP to ¥600 trillion (nominal) by the early 2020
(2% growth in real base and 3% in nominal base) .

(2) To enhance childare assistance to push up the total fertility rate to 1.8 from 1.4
the current level.

(3) To increase nursing facilities for the elderly to achieve a society where no one ne
to leave their job to care for their elderly parents.

Labor Participation Rate of
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A boost of wage growth is necessary.
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The BOJ left its stimulus program unchanged
Friday even as it downgraded its growth and
inflation projections, a tacit recognition of the
limits of monetary policy alone.

BOJ Gov. Haruhiko Kuroda said the question of
whet her to expand the
purchases required nde]|
benefits and risks. Stable inflation of 2% key

BOJ targed would need to be achieved in a
Abal anced manner o t hat
increases by Japanese companies, he said.

Mr. Kuroda has stressed the need for higher
wages before.

WSJ, Oct.30.2015
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This is the slide | showed last year.

Nominal wage growth is another necessary
factor for a mild and stable and inflation.
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Hiroshi Yoshikawa who is the professor of Tokyo

University and the most promineldeynesian in Japan.
We see high correlations between the labor cost and

CPI changes.
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Abenomics has been successful in boosting the corporate profit but not the wages.

Total Compensation of Employees/GDI
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QQE, however, appears to be working very slowly.
Money stock is increasing at one tenth of the growth of base money.
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TPP is expected to boost the structural reform of Japanese economy

"We candt Yet countriep! donot Dbelieve |
like China write the to meet the high bar
rules of the global | have set.
economy.

\/ J

We reached

agreement o
a new trade

deal
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