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(1) Announcement of JGB Issuance Plan for FY2018
Japan has the worst fiscal conditions among major developed countries, including 
outstanding general JGBs estimated at about 882.8 trillion yen for the end of FY2018 and 
outstanding long-term central and local government debts at 1,107 trillion yen. It is growing 
more important for the Japanese government to adequately implement JGB Management 
Policy to secure the market’s stable absorption of JGBs.
On December 22, 2017, the Japanese government publicly announced the JGB Issuance 
Plan for FY2018 in line with a Cabinet decision on the draft FY2018 government budget.
When developing the JGB Issuance Plan for FY2018 where JGB issues including 
Refunding Bonds will total 149.9 trillion yen, the government held careful dialogues with 
market participants through the Meeting of JGB Market Special Participants and some other 
dialogue sessions and has formulated JGB Issuance Plans for each bond issuance method, 
paying attention to investors’ needs and market trends.

(2) Overview of Discussions at Various Panels
The Advisory Council on Government Debt Management at its meeting in October 2017 
started discussions for the development of the JGB Issuance Plan for FY2018. It then 
discussed the significance of JGB issuance and a medium- to long-term view on investors’ 
JGB demand, based on a medium- to long-term demand trend.
・  In general, council members broadly agreed on “the need for more stable, transparent 

JGB issuance while identifying a medium- to long-term demand trend.” It was pointed 
out that it would be important to identify possible changes in the JGB ownership 
structure.
・  Council members were divided over JGB demand by maturity. Some called for revising 

the traditional policy of increasing super-long-term issues while reducing short- to 
medium-term issues. On the other hand, some others pointed to continuous demand for 
super-long-term issues and the significance of lengthening debt maturities.
・  Many council members positively assessed Liquidity Enhancement Auctions as securing 

the flexibility of JGB issuance responding to the market environment.
At the Meeting of JGB Market Special Participants (primary dealers) and the Meeting of 
JGB Investors in November 2017, participants discussed details of the JGB Issuance Plan 
for FY2018. Main opinions given at the PD meeting are as follows:
・  There is some room to reduce issuance amounts for all maturities. If overall JGB 

issuance are to be reduced, it would be adequate to cut issuance amounts for all 
maturities in a well-balanced manner.
・  Given that 20-year issues had been reduced for two consecutive years and that a wide 

range of investors have demand for 20-year issues even at present interest rate levels, 
priority should be given to cutting 40- and 30-year issues in the super-long-term zone.
・  In the short- to medium-term zone, there is large room to reduce 5-year issues rather 

than 2-year issues for which foreign investors have strong demand.
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・  Inflation-Indexed Bond issues should be maintained at the present level for developing 
their market.
・  Market makers favor to increase Liquidity Enhancement Auctions even at the cost of 

cuts in current issues.
At the Meeting of JGB Investors, representatives from each business sector called for 
maintaining or increasing maturities subject to investment and for increasing Liquidity 
Enhancement Auctions.
Based on discussions at these panels, the government has developed the JGB Issuance Plan 
for FY2018.

(3) Scheduled Issuance Amount of JGBs 

A. Breakdown by legal grounds

Under the FY2018 budget, the central government plans to issue JGBs worth 149.9 trillion 
yen, posting a decline of 4.1 trillion yen from the initial level for FY2017.
A breakdown of the FY2018 JGB issues shows that Construction Bond and Special Deficit-
Financing Bond issues to provide revenues for the General Account Budget have been 
reduced by 0.7 trillion yen from the initial level for FY2017 to 33.7 trillion yen. Aiming 
at financing reconstruction projects for recovering from the Great East Japan Earthquake, 
Reconstruction Bonds are issued as bridging finance until Special Taxes for Reconstruction 
and other revenues are receivable to the government. In FY2018, the government is 
planning to issue Reconstruction Bonds worth 1.0 trillion yen, down 0.6 trillion yen from 
the initial level of the previous year. The FILP Bond issuance amount is determined not 
only by the scale of new lending under the Fiscal Loan Program but also by the financial 
position of the overall Fiscal Loan Fund. The FY2018 FILP Bond issuance amount is 
set at 12.0 trillion yen, unchanged from the initial level for the previous year. Refunding 
Bonds are issued to refund the General Bonds that were issued in the past and are due to 
mature, accounting for a majority of total annual JGB issues. In FY2018, the Refunding 
Bond issuance amount is planned to decline by 2.8 trillion yen from the initial level of the 
previous year to 103.2 trillion yen due partly to the lengthening of the average JGB maturity 
over recent years.
The FY2018 JGB issuance amount, though falling from FY2017, is still very high.

Ref: II Chapter 1 1 “Primary
Market for  Government 
Bonds” (P34)
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Fig.1-6 JGB Issuance Plan for FY2018 (Breakdown by Legal Grounds) (☞①～③ )
 （Unit: billion yen）

FY2017 
(Initial)

FY2017 
(Supplementary Budget) 

FY2018 
(Initial)

(a) (b) (b) － (a) (c) (c) － (a) (c) － (b)

Newly-issued bonds 34,369.8 35,554.6 1,184.8 33,692.2 ▲ 677.6 ▲ 1,862.4

Construction Bonds 6,097.0 7,281.8 1,184.8 6,094.0 ▲ 3.0 ▲ 1,187.8

Special Deficit-
Financing Bonds 28,272.8 28,272.8 － 27,598.2 ▲ 674.6 ▲ 674.6

Reconstruction Bonds 1,514.5 988.9 ▲ 525.6 956.3 ▲ 558.2 ▲ 32.6

FILP Bonds 12,000.0 12,000.0 － 12,000.0 － －

Refunding Bonds 106,079.0 107,581.5 1,502.5 103,237.1 ▲ 2,842.0 ▲ 4,344.5

For matured 
Reconstruction Bonds 1,911.8 2,879.0 967.2 1,858.7 ▲ 53.1 ▲ 1,020.3

Total 153,963.3 156,125.0 2,161.7 149,885.6 ▲ 4,077.8 ▲ 6,239.5

Fig.1-7 Historical Changes in JGB Total Issuance Amount
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(Note1)　Up to FY2016: Actual figures
(Note2)　Figures may not sum up to total because of rounding.

（FY）

☞①	Figures may not sum up 
to total because of rounding.

☞②	The capacity for buy-
back operat ions is up to 
approximately 1 trillion yen 
in FY2018. Details of buy-
back opera t ions w i l l  be 
determined by considering 
market conditions based on a 
discussion with market par-
ticipants.

☞③	The maximum amount 
of front-loading issuance of 
Refunding Bonds in FY2018 
is 55 trillion yen.
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Fig.1-8 Historical Changes in Outstanding Amount of JGB
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B. Breakdown by Issuance Methods

The FY2018 JGB issuance amount of 149.9 trillion yen required for the budget as 
mentioned in the previous section is categorized by three issuance methods: “JGB market 
issuance,” “JGB issuance to retail investors” and “JGB issuance to the public sector (BOJ 
Rollover).”
Of the “JGB market issuance” account for most of the total JGB issuance, the calendar-
based JGB Market Issuance amount (☞① ) is cut by 7.0 trillion yen from the initial level 
for the previous year to 134.2 trillion yen, with considerations given to the total JGB 
issuance amount decline of 4.1 trillion yen from the initial level for the previous year and 
the revenue from JGB issuance at prices above par value.
The JGB issuance amount for Non-Price Competitive Auction II, etc. is put at 8.5 trillion 
yen including the planned amount for Non-Price Competitive Auction II (☞②,③ ) and the 
abovementioned revenue from JGB issuance at prices above par value.
The JGB issuance to retail investors, which widely fluctuates depending on interest rate and 
other trends, is set at 3.3 trillion yen, up 0.3 trillion yen from the initial level for FY2017, 
with current sales conditions taken into account.
The JGB issuance to the public sector ("BOJ Rollover") is put at 2.5 trillion yen, down 
0.5 trillion yen from the initial level for the previous year, based on the total JGB issuance 
amount and market conditions.

Ref: II Chapter1 1 (3)
“Methods of Issuance”
(P40)

☞①	The calendar-based JGB 
Market Issuance refers to the 
amount (par value) of JGBs  
planned to be regularly issued  
through scheduled auctions 
from April to next March.

☞②	Non-Price Competitive 
Auction II (Ref: II Chapter 1 
1 (3) “Methods of Issuance” 
(P 40))

☞③	Non-Price Competitive 
Auction II is estimated to 
be 7% of the JGB Market 
Issuance (40-Year, 30-Year, 
20-Year, 10-Year, 5-Year, 
2-Year Bonds and 10-Year In-
flation-Indexed Bonds) (since 
the supplementary budget for 
FY2017, results have been 
reflected).
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Fig.1-9 JGB Issuance Plan for FY2018 (Breakdown by Financing Method) (☞④,⑤ )

(4) JGB Issuance Plan Based on Market Trends and Needs
The maturity composition of the calendar-based JGB market issuance amount is determined 
with market needs and trends taken into account, covering maturities from the short term to 
the super long term, based on government debt management policy requirements.

A. Maturity Composition Reflecting Investor Demand Trend

Maturity-by-maturity JGB issuance amounts in the FY2018 JGB Issuance Plan are reduced 
in a well-balanced manner, with market needs taken into account.
Of FY2018 super-long-term (20-, 30- and 40-year) issues, 20-year issues for which demand 
is high from a wide range of investors are left unchanged from the initial level of 12.0 
trillion yen for the previous year after a two-year consecutive cut while the total calendar-
based JGB issuance amount is reduced by 7.0 trillion yen from the initial level for the 
previous year. However, 30- and 40-year issues are respectively cut by 0.1 trillion yen per 
auction from the initial levels for the previous year after continuing to be increased. In total, 
30- and 40-year issues are reduced by 1.8 trillion yen (1.2 trillion yen for 30-year issues and 
0.6 trillion yen for 40-year issues). Long-term (10-year) issues are reduced by 1.2 trillion 
yen. Short- to medium-term (1-, 2- and 5-year) issues are cut by as much as 5.8 trillion 
yen from the initial level for the previous years as real demand for them is limited due to 
negative yields. However, the cut is restricted for 2-year issues that banks need as collateral 
(Fig. 1-10).
The average maturity of outstanding JGBs (stock basis) at the end of FY2018 is estimated at 
nine years and one month.

（Unit: billion yen）
FY2017 
(Initial)

FY2017 
(Supplementary Budget) 

FY2018 
(Initial)

(a) (b) (b) － (a) (c) (c) － (a) (c) － (b)

JGB Market 
Issuance 
(Calendar Base)

141,200.0 141,300.0 100.0 134,200.0 ▲ 7,000.0 ▲ 7,100.0

Non-Price 
Competitive 
Auction II, etc.

7,462.0 8,909.7 1,447.7 8,500.0 1,038.0 ▲ 409.7

Adjustment 
between fiscal 
years

▲ 698.7 ▲ 84.7 614.0 1,385.6 2,084.2 1,470.2

Subtotal Financed 
in the Market 147,963.3 150,125.0 2,161.7 144,085.6 ▲ 3,877.8 ▲ 6,039.5

Sales for 
Households 3,000.0 3,000.0 － 3,300.0 300.0 300.0

BOJ Rollover 3,000.0 3,000.0 － 2,500.0 ▲ 500.0 ▲ 500.0

Total 153,963.3 156,125.0 2,161.7 149,885.6 ▲ 4,077.8 ▲ 6,239.5

☞④	Figures may not sum up 
to total because of rounding.

☞⑤	“Adjustment between 
fiscal years” refers to level-
ing-off of issuance amount 
between fiscal years through 
front-loading issuance and 
defer red issuance in the 
accounting adjustment term. 
(Ref: II Chapter 1 1 (1) “JGBs 
by Legal Grounds of Issu-
ance”(P34)) 
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B. Increased Amount for Liquidity Enhancement Auctions

Given that sufficient market liquidity enables transactions to be conducted freely in 
accordance with investors’ interest rate forecasts and investment strategies and contributes 
to restricting medium- to long-term fundraising costs, the government has a keen interest in 
JGB market liquidity. 
While the JGB market’s liquidity basically depends on the market’s autonomous 
functioning, the government plays a complementary role in supporting the JGB market 
liquidity by arranging JGB issuance sizes, maturities, integration (reopening past JGB 
issues) and the like in the primary market.
To maintain and improve the JGB market liquidity, the FY2018 JGB Issuance Plan increases 
the amount for liquidity enhancement auctions from the previous year to 12.6 trillion yen 
despite a cut in the overall calendar-based market issuance amount, giving considerations 
to market participants’ concern about a lowering liquidity (Fig. 1-10). The actual amount 
for each zone, etc. will be flexibly adjusted in response to the market environment and 
investment needs, based on discussions with market participants (Fig. 1-11).

Fig.1-10 Market Issuance Plan by JGB Types for FY2018 (☞①～④ )
 （Unit：trillion yen）

FY2017 (Initial) FY2017 (Supplementary Budget) FY2018 (Initial)

(per time) (total ; a ) (per time) (total ; b) (b)－(a) (per time) (total ; c) (c)－(a) (c)－(b)

40-Year（☞①） 0.5 × 6times 3.0 0.5 × 6times 3.0 － 0.4 × 6times 2.4 ▲ 0.6 ▲ 0.6

30-Year 0.8 × 12times 9.6 0.8 × 12times 9.6 － 0.7 × 12times 8.4 ▲ 1.2 ▲ 1.2

20-Year 1.0 × 12times 12.0 1.0 × 12times 12.0 － 1.0 × 12times 12.0 － －

10-Year 2.3 × 12times 27.6 2.3 × 12times 27.6 － 2.2 × 12times 26.4 ▲ 1.2 ▲ 1.2

5-Year 2.2 × 12times 26.4 2.2 × 12times 26.4 － 2.0 × 12times 24.0 ▲ 2.4 ▲ 2.4

2-Year 2.2 × 12times 26.4 2.2 × 12times 26.4 － 2.1 × 12times 25.2 ▲ 1.2 ▲ 1.2

TBs (1-Year)（☞②） 1.9 × 2times
23.8

1.9 × 2times
23.8 － 1.8 × 12times 21.6 ▲ 2.2 ▲ 2.2

2.0 × 10times 2.0 × 10times
10-Year 

Inflation-Indexed（☞③）0.4 × 4times 1.6 0.4 × 4times 1.6 － 0.4 × 4times 1.6 － －

Liquidity Enhancement
Auctions（☞④） 10.8 10.9 0.1 12.6 1.8 1.7

Total 141.2 141.3 0.1 134.2 ▲ 7.0 ▲ 7.1

Fig.1-11 Issuance Amounts by Zones for Liquidity Enhancement Auctions
 （Unit：trillion yen）

Zone FY2017 
(Estimates)

FY2018 
 (Initial)

(Estimates)
Compared to  

FY2017
(Estimates)

Remaining maturities of 
15.5-39 years 2.6 3.0  0.4

Remaining maturities of 
5-15.5 years 6.6 7.2  0.6

Remaining maturities of 
1-5 years 1.7 2.4  0.7

Total 10.9 12.6 1.7

Ref: II Chapter 1 1(4)
“JGB Market Special Par-
ticipants Scheme” (P45)
“Reopening rule” (P41)

☞①	I n FY2018,  40 -Yea r 
Bonds will be issued in May, 
July, September, November, 
January and March.

☞②	The total issuance of 
T-Bills (TB+FB) combining 
Treasury Bills (TB) and Fi-
nancing Bills(FB) is planned 
at 2.1 trillion yen per issue.

☞③	10-Year Inf lation-In-
dexed Bonds will be issued 
in May, August, November 
and February. The size of 10-
Year Inflation-Indexed Bonds  
issuance will be made flexibly, 
based on market conditions 
and discussion with market 
participants.

☞④	Zone-by-zone issuance 
amounts and other details 
of Liquidity Enhancement  
Auctions are flexibly adjust-
ed in response to the market 
environment and investment 
needs based on discussions 
with market participants.
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Fig.1-12 Historical Changes in JGB Market Issuance by JGB Types
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Fig.1-13 Average Maturity of JGBs
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❶ JGB Issuance Status
In a bid to reduce future interest rate hike risks in the low interest rate environment, the government has lengthened the 
average maturity of JGB issues in recent years by reducing short- to medium-term issues and increasing super long-term 
issues. As a result, outstanding super long-term JGBs have expanded remarkably, with growth in outstanding medium-
term JGBs limited.
Net changes in outstanding JGBs, or gaps between annual JGB issuance and redemption amounts, indicate that net 
supply of super long-term JGBs has totaled around 30 trillion yen annually, while annual issuance has slipped below 
redemption for medium-term JGBs in some years. This means that supply fails to be balanced with demand unless super 
long-term JGB investors purchase more super long-term JGBs than they reinvest redemption proceeds and medium-term 
JGB investors reduce their JGB holdings without reinvesting redemption proceeds.
So far, short- to medium-term JGB supply has been balanced with demand as fi nancial institutions, a major investor 
in short- to medium-term JGBs, have reduced their JGB holdings under the large-scale monetary easing policy. At the 
same time, super long-term JGB supply has been balanced with demand as life insurance companies, a major investor in 
super long-term JGBs, have increased overall JGB holdings while replacing shorter-term JGB holdings with super long-
term JGBs.

An automatic projection of future outstanding JGBs based on the present maturity composition (excluding FILP and 
Reconstruction Bonds) indicates that massive net supply of super long-term JGBs would continue while net supply of not 
only medium-term JGBs but also long-term JGBs would remain low, with net redemption being seen in some years.

Fig.c2-1 Outstanding JGBs by Maturity

(Note 1) Data are actual until FY2017-end and based on the initial budget (including 55 trillion yen worth of front-loading issues) for FY2018-end.
(Note 2) Outstanding JGBs are of fi xed-rate JGB issues (2- to 40-Year Bonds) before redemption. They are not broken down by term to maturity here.
(Note 3) Data may not necessarily add up to the total because of rounding.
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Fig.c2-2  Projected Future Outstanding JGBs by Maturity (excluding FILP and Reconstruction Bonds)

[Assumptions]
・ Newly issued Bonds: Data for the Economic Growth Achieved Case in the Cabinet Offi  ce’s Economic and Fiscal Projections for Medium to Long Term Analysis (January 

2018) are used.
・ Refunding Bonds: Amounts in the FY2017 and FY2018 are the General Bond issuance amounts (excluding Reconstruction Bonds, hereinafter the same) in JGB 

Issuance Plan, based on the redemption schedule for General Bonds (excluding Reconstruction Bonds) at the end of FY2016. Amounts from FY2019 and on were 
projected by the MOF Financial Bureau, with the maturity composition (Note 1) assumed to remain unchanged from FY2018. Front-loading issuance amounts are 
estimates based on the FY2018 JGB Issuance Plan.

(Note 1)  Liquidity enhancement auction amounts and their distribution by zone from FY2019 and on are assumed to remain unchanged from FY2018.
(Note 2)  Projected outstanding General Bond amounts (in par value) (excluding Reconstruction Bonds) are based on the abovementioned assumptions. Specifi cally, the 

projections cover short-term issues (1-year Treasury Bills), medium-term issues (2- and 5-year bonds), long-term issues (10-year and infl ation indexed bonds) 
and super long-term issues (fl oating-rate and 20-, 30- and 40-year bonds). Of them, 2-, 5-, 10-, 20-, 30- and 40-year bonds include those issued through liquidity 
enhancement auctions.
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❷ Stable and Transparent JGB Issuance
JGB Management Policy basically aims to secure the base for smooth fi scal management by (1) raising required fi scal 
funds through the stable, smooth issuance of government bonds and (2) minimizing medium- to long-term fi nancing 
costs. Therefore, we carefully conduct “dialogue with market participants” when developing and operating the JGB 
Issuance Plan to base JGB issuance fully on market needs.
However, excessive responses to temporary or short-term demand changes among market need changes could eventually 
hurt transparency and predictability for market participants, increase JGB investment risks and lead to medium- to long-
term fi nancing cost increases.
For example, sharp fl uctuations of annual issuance amounts or suspensions of issuance for some maturities in response 
to sharp demand changes may lead to sharp redemption fl uctuations including concentrations that could destabilize the 
supply and demand environment upon redemption and distort future yield curves.
Therefore, it is important to stably issue bonds in line with medium- to long-term demand to minimize medium- to long-
term fi nancing costs.
Foreign governments as well give priority to the “regular and predictable issuance” of government bonds.
In Japan where massive JGB issuance is expected to continue in the future, we will try to accurately identify medium- 
to long-term demand trends and issue JGBs more stably and transparently.

01_Ⅰ　FY 2018 Debt Management Policies_2018.indd   22 2018/06/22   15:55:02



23

Ⅰ　FY2018 Debt Management Policies
2 JG

B
 Issuance Plan for FY

2018

As described in Column 1 “JGB Yields,” the government presets coupons and maturities before issuing JGBs.

A coupon is preset according to a market yield level upon auction. As the minimum coupon is put at 0.1%, however,  
a market yield upon auction could slip below a coupon.
If the coupon exceeds the market yield, many market participants may try to buy JGBs yielding high interest income, 
resulting in a higher issuance price (payments from buyers to the government) set through auction than a par value 
(government payments upon redemption).
When the market yield on a 2-year issue (with par value at 100 yen) is 0.01%, the coupon is set at 0.1% (see figure 
below). If the coupon is set at 0.01% to meet the market yield level, investors buying 10 billion yen worth of 2-year 
bonds will receive 2 million yen worth of interest income in two years. If the coupon is set at 0.1%, investors buying 
10 billion yen worth 2-year bonds will receive 20 million yen worth of interest income in two years, 18 million more 
than that for a 0.01% coupon case. The excess interest income is adjusted by the issuance price that comes to 100.18 yen  
（=（100+0.1×2 years）÷（100+0.01×2 years）×100）.

Fig.c3-1 Image of Revenue from JGB Issuance at a Price above Par Value

Principal
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Interest
payments
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Issuance price (par value): 100 yen
Revenue from issuance: 10 billion yen

Interest payments: 2 million yen 
　　　　　(=10 billion yen ×0.01%×2 years)

<Case for setting a coupon at the market yield level of 0.01%>
(Actually, there is difficulty with this case due to computer 

system constraints)

<Actual case>
(Setting the coupon at 0.1% for adjustment with 

the issuance price)

Issuance price: 100.18 yen
Revenue from issuance: 10,018 million yen

Interest payments: 20 million yen
　　　　　　(=10 billion yen ×0.1%×2 years)
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interest payments

(e.g., issuing a 2-year issue with par value at 10 billion yen when the market yield is 0.01%)
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payments

(5 million yen)

Interest
payments

(5 million yen)
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In this way, the issuance price and revenue amount seemingly indicate “excess revenue.” In exchange for the excess 
revenue, however, the government will have to pay a higher interest (0.1%) than the market yield (0.01%). Overall, no 
fiscal surplus will emerge for the government.
Anyway, revenue from JGB issuance represents government borrowings. The government must set the JGB issuance 
amount required to cover fiscal demand.
Therefore, the FY2018 JGB Issuance Plan undercounts the calendar-based JGB market issuance amount (par value)  
in consdieration of auction-based issuance prices exceeding par value.

Column 3   “Revenue from JGB Issuance at a Price above 
Par Value” in Low Interest Rate Environment
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