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JAPANESE GOVERNMENT BONDS

Monthly Newsletter of the Ministry of Finance, Japan

Q&A: T+1 JGB settlement cycle

November 2017 g We receive variows kinds of questions from JGB investons. We start Q8.4 secfion
e S

from this newsletter and are MIpRY To QNSWer your questions ners.

This time, | wowd like to explain T+ JGB setiement cyoie.
SUMMARY
[ @i. What is the T+1 JGB settlement cycle and when will it start?
N N _ A1, The purpose of the introduction of the T+1 seftlement cycle is to mitigate setfiement risk. In
What's New: Advisory Council on Government Debt Management P25 the T+1 JGB setlement cycle, you will have the setiement on the next business day of the
¥ MOF explained the basic concept on “JGB issuance based on medium- to long-term contract day. For example, when you purchase JGBs on Wednesday, May 1, 2018, you wil

receive the JGBs and pay cash on Thursday, May 2. 2018. The T+1 JGB setfement cycle will

miarket demands,” followed by an analysis of the JGB supply and demand trend based start on May 1, 2018, instead of T+2 both in primary and secondary markets.

on the concept. Efforts for “increasing the liguidity of the JGB market” were also

[Pveniew of shorening of seflement cyde of JGB

presented. Salerand dala
= - - Frasen L 2018 | planned)
+" Most members agreed on the concept. Varous perspectives on JGB investment trends = - - T‘.b ——
were discussed. S — {2 b s s cortmct] | {1 b ey shes contiet)
- Ted T+
v MOF starts discussions for the FY2018 JGB annual issuance plan, taking these {f s e b el {1 Boorm S0 o e
SR — .
opinions mentioned in the meeting into account. P— 15-30 Viears insusadin March "yl aet morth |1 bl sk
e, et o5 Dhaermivar [Pesbeon g Sy I 2P iy b ey Mllullﬂmllll.ln::m I manths
Q&A: T+1 JGB settlement in details P67 P [ [ ————
- N - N - . ol ol 15 chary i Pty ¥ 1% -
¥ We receive various kinds of questions from JGB investors. We start a Q&4 section from bl g 15 ann o L Ll
thiz newsletter and are happy to answer your guestions here. This time, Kokusai Sensei G2. Why will the maturity become 3 months shorter only for interest-bearing bonds (5-

30 Years) issued in Mart
cellj?
A2 Maturities of 5-30 Year JGBs which are issued in March, June, September or December

June, September or December in the Primary market {blue

would like to explain the T+1 JGB settlement cycle.

-

Monthly Topic: BO.) Tankan, September 2017 survey L] will be 3 months sharter than now. The rule to fix the maturity date will be changed as below:
¥ The Business Condition Index of Large Manufacturers sentiment hits the highest level hinge of e 1k to T i msturiy date o 530 Vear 1654
in a decade since Lehman shock. [ dan | Fai | mae | Ape | My | dun | e | Aug | sep | oo | W | Dee
M (PRE SENT) Py— | l 220 W | B xam | I 20 septermioms | 2000e
IR Office: To the East Asia and US Pg From May 20138 (HEW) 20 Docarrions WE_| Duach W | Aive W | —

 Our IR activities in October: East Asia and US overseas IR tour To explan the background of the change, let's se= a hypothetical example comparing with the

_— PRESENT rue.
Statistics =
JGE Pri Mark =] E [The Austion for Enhanced Liguidity and JGB Buy-Back — P11 [Hypothetical example 1: September 2013 auction of 20 Year JGB under PRESENT rule]
- Auction Date: 18 September 2013
mvestor Trends Outstandi =13 - Issus Date: 19 September 2013
MM O E . T and JGB ! e - 1" coupon payment: 20 Septernber 2018 (under NEW rule, it will be 20 December 2019)
- . . - Maturity Date: 20 September 2038 (under NEW rule, it will be 20 June 2038)
Economic and Financial Treod B P18 infommatiog = P

In this example, there is only a 1-day gap between the issue date and the 1* coupen payment
date. Because some investors said that a short gap between the issue date and the 1¥ coupon
payment date demanded large-scale system improvement, efc., we decided to introduce the
NEW rule to avoid such a short gap

[The Ministry of Finance
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