[ Highlights of FY2016 Government Debt Management
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Issuance Size J

\_ »  The calendar-based issuance to the market for FY2016 is to be reduced by 5.6 trillion yen (from FY 2015 initial JGB Issuance Plan) to 147.0 trillion yen.

>  The total issuance of JGBs for FY2016 is to be reduced by 7.8 trillion yen (from FY 2015 initial JGB Issuance Plan) to 162.2 trillion yen, mainly because of the decrease in the
volume of newly-issued bonds (i.e., Construction Bonds and Special Deficit-Financing Bonds), Reconstruction Bonds and Refunding Bonds.

: Main Policies in FY2016 J
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Adjustment of Maturity Distribution based on Market Environment

>

Given that the total issuance is reduced, the maturity distribution is to be adjusted to ensure stable

issuance of JGBs, taking into account the market environment.
Short- to medium-term JGB issues (5-year, 2-year JGBs and 1- year TBs) are to be moderately
decreased in view of concerns about a decline of market liquidity (-4.8 trillion yen from FY 2015,
compared to the reduction of 6.1 trillion yen in FY2015).
As for super long-term JGB issues (40-year, 30-year and 20-year JGBs), the issuance of 40-year JGBs
is to be increased, while the issuance of 20-year JGBs is to be reduced reflecting investors
demand, etc. (in total, -0.8 trillion yen from FY 2015).

- The average maturity is to increase modestly from FY2015 (by 4 months to 8 years and 9 months on a debt outstanding
basis (end-FY2016 estimate); by 2 months to 9 years and 2 months on a calendar-based market issuance basis).

The capacity for the buy-back operations is to be maintained up to approximately 1 trillion yen to

respond to contingencies including sudden changes in external financial circumstances.

Expanding Measures to Enhance Market Liquidity
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Off-the-run JGBs with maturity of 1-5 years are to become eligible for the Auctions for Enhanced-
Liquidity (tapping auctions).

Promoting Market Development and Diversity of JGB Holders

Al e)

A\

40-year JGBs are to be issued every other month considering the need for regular, scheduled
purchase by long-term investors such as life-insurance companies and pension funds.

The issuance volume of Inflation-Indexed Bonds (JGBIs) is basically maintained, while leaving the
room for flexible adjustment in response to market developments and investor demand. The sales
channel is to be diversified by adding JGBIs to the “New Over-The-Counter sales system” for retail
investors starting from 2017.

Sales channels for retail investors are to be reinforced, including by raising the limit on the amount

of subscription on the “New OTC sales system”. /

{Breakdown by Legal Grounds) (trillion yen)
FY2015 (S F\T2015 FY2016
(Initial) urg)uzr;:tr;taw (Initial)
Newly—issued bonds
(Construction Bonds and
Sper::ial Defic?t—Fir;aicaing 369 364 344
Bonds)
Reconstruction Bonds 29 1.9 2.2
FILP Bonds 14.0 14.0 16.5
Refunding Bonds 116.3 114.4 109.1
Total 170.0 166.7 162.2
(Breakdown by Financing Methods) (trillion yen)
FY2015 . FY2015 FY2016
(Initial) (Supplementary (Initial)
Financed in the Market 157.3 1542 152.2
JGB Market Issuanc
(caIener—T)asseSd) ¢ 152.6 152.2 147.0
Sales for Households 2.3 2.1 20
BOJ Rollover 10.4 104 8.0
Total 170.0 166.7 162.2
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Historical Changes in JGB Issuance Plan
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OConstruction Bonds, Special Deficit—Financing Bonds
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(Notel) Up to FY2014: Actual figures

(Note2) Figures may not sum up to total because of rounding.
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Historical Changes in Market Issuance Plan by JGB Types

(trillion yen) | @Auctions for Enhanced—Liquidity
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(Note2) The short—term JGBs are discount bonds. The medium—, long—, and super long—term bonds are the bonds with fixed-rate coupons.
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The Average Maturity of JGBs

Outstanding amount (Stock-basis) Market issuance (Flow-basis)
(at the end of FY) (FY)
2008 2008
2009 2009
2010 2010
2011 2011
2012 2012
2013 2013
2014 2014
2015 2015
(Supplementary (Supplementary
Budget) Budget)
2016 2016
(Initial) (Initial)
(Note 1) Up to FY2014; Actual (Note) Up to FY2014; Actual
(Note 2) Outstanding amount consists of only General Bonds (year)

(i.e., FILP Bonds are excluded.)
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Historical Changes in Outstanding Amount of JGBs

(trillion yen)
a
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(Note1) Figures may not sum up to total because of rounding.
(Note2) Up to FY2014: Actual figures, FY2015 — FY2016: Estimates
(Note3) Special Deficit-Financing Bonds include the Refunding Bonds which were issued as a result of takeover of the debt transferred from other accounts.
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Breakdown by JGB Holders
(Sep. 2015, Prel iminary)

General Government
Others (ex Public Pensions)

H hold
°“1SZS° S 17.4
Foreigners 1.4'% 0.9% 1.7% Fiscal Loan Fund

Pension Funds 1016 0.0
34.8 9.8% 0.0%
3.3%

Public Pensions
52.3
5.0%

(Unit: trillion yen)

Total 1,039.9 trillion yen

Notel : “"JGB” includes FILP Bonds and T-Bills.

Note2 : “Banks, etc” includes Japan Post Bank, “Securities investment trust “ and “Securities companies.”
Note3 : “Life and Nonlife insurance” includes Japan Post Insurance.

Source: Bank of Japan



Expansion of Auctions for Enhanced-Liquidity
(Off-the-run JGBs with remaining maturity of 1-5 years)
/O “Auctions for Enhanced-Liquidity” (tapping auctions) are additional issues of off-the-run\
JGBs of which liquidity is running short due to imbalance between supply and demand. It is

conducted for the purpose of ensuring smooth transactions and correcting market
distortions.

O In response to requests from market participants, issues with remaining maturity of 1-5
years will be added to the coverage of Auctions for Enhanced-Liquidity from FY2016 in

order to maintain and enhance the liquidity in the JGB market. /
[Before] [After]s
I T T - - - -=- = = == -=-=-=-=-=-=-===-=-====== 1
| 1 0o .
i Remaining maturity of 1-5 years : FEMEITIAE e G 15 (EarE
! ! (every other month)
e e e e e e e e e e = = = — ——— J
Remaining maturity of 5-15.5 years Remaining maturity of 5-15.5 years
(every month) (every month)
Remaining maturity of 15.5-39 years Remaining maturity of 15.5-39 years
(every month) (every other month)

X Details of auctions such as allocation of issuance amount (9.6 trillion yen in total for FY2016) for each zone will be determined based
on discussions with market participants through quarterly-held Meetings of JGB Market Special Participants and Meetings of JGB
Investors.

K lssuance for the zone of 15.5-39 years remaining to maturity will be carried out every other month in which 40 years JGB will not be
issued, thereby leveling the issuance volume of super long-term JGBs.



Expanding sales of JGBi for retail investors

~

/ O Itisimportant to ensure broad sales channels through small and regional financial institutions to expand sales o
JGBi for retail investors.
O Currently, as the financial institutions required to purchase JGBI for retail sales through the market, it is difficult
for non-dealing financial institutions to mediate between customer and government, due to the cost.
O By adding JGBi to the coverage of New Over-The- Counter sales system, small amount purchase(from 100,000
\ yen) will be made available at local financial institutions, thereby promoting a diversity of JGBi holders. /

[ Sales by “New Over-The-Counter sales system” (from February 2017)]
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