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Equity markets fell sharply after the earthquake and have
remained about 15 percent below the pre-quake level.
Japan: Equity Markets
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... and JGB yields have been broadly stable.
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Credit demand remains sluggish but is expected to pick
up along with reconstruction.
Japanese Bank Lending to Corporates
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Figure 3. Financial Sector Indicators

The yen has remained broadly stable against the USD,
but has depreciated against other key currencies ...
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Spreads on lower-rated corporate bonds have modestly
picked up after the earthquake.
Spreads of Corporate Bond Yields over Government Bond
Yield v/ (Percentage points)
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Source: Bloomberg.
1/ The spreads for corporate bonds are the corporate bond (5 year) yields
minus the government bond (5 year) yield.

Financing conditions have improved but remain tight for
SMEs.
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Figure 4. Labor Market and Income Inequalities
Since the mid 1990s, the share of non-regular workers has ... and with it overall income inequality has been on the
gradually increased... rise.
Trend in Non-regular Workers ¥/ Gini Coefficients of Income Inequality: 5 OECD Countries
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1/ Not including Iwate, Miyagi, and Fukushima in 2010.
After the earthquake business bankruptcies are set to rise ...with older and low-skilled workers likely finding it more
as observed after Kobe.... difficult to find new employment.
Bankruptcy Related to Kobe and East Japan Earthquake Job-to-Applicant Ratio by Age Group
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Female labor participation is low compared to other ...with low public support for the child care.
advanced countries...
Difference in Prime-age Male and Female Labor Public Expenditure on Child Support, 2005
Participation Rate, 2009 (in percent) (In percent of GDP)
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0 APPENDIX 1. JAPAN: PUBLIC SECTOR DEBT
SUSTAINABILITY ANALYSIS*

This appendix presents two scenarios: i) a no
adjustment scenario, which leads to a continued
rise in the net debt ratio; and ii) a policy
adjustment scenario that would reduce the net
debt GDP ratio to 115 percent by 2030.

Macroeconomic assumptions. Both real GDP
growth and the inflation rate are assumed to
converge to 1 percent over the long term. As a
result, nominal GDP growth is around 2 percent
per year over the next 10 years. The nominal
interest rate growth differential is assumed to
converge to 1% percent (pre-crisis average
since 2000) over the long run.

No adjustment scenario. Without adjustment,
net public debt would rise and approach

250 percent of GDP by 2030. The no-adjustment
scenario assumes expiration of enacted stimulus
(1 percent of GDP), a modest expenditure

adjustment (1¥2 percent of GDP), and unchanged

tax policy (no increase in the consumption tax)
over the next 10 years, which altogether

produces an improvement of 2%z percent of GDP

over the next decade in the structural primary
balance.

Japan: Net Public Debt v/
(In percent of GDP)
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Sources: Cabinet Office; and staff estimates and projections.
1/ Net debt of the general governmentincluding the social security fund.
2/No new tax measures are assumed.
3/ Policy adjustment scenario assumes a 10 percent of GDP improvement (7.5 percent of GDP relative to
no adjustmentscenario) of the structural primary balance between 2010-20.

No adjustment scenario?

Staff's policy adjustment scenario®

2020 2025 2030

1
The analyses focus on net debt of the general government
including the social security fund.

2 L .
Consequently, the average nominal interest rate is assumed
to rise to 3% percent (compared to 1.1 percent currently) over

the long run.
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Policy adjustment scenario. Achieving debt
sustainability will require that Japan stabilize
and put its debt-to-GDP ratio firmly on a
downward path. To achieve this goal, the policy
adjustment scenario assumes a 10 percent of
GDP improvement of the structural primary
balance over the next decade. This comprises of
a withdrawal of stimulus (1 percent of GDP) plus
additional policy measures of 9 percent of GDP,
of which 5 percentage points are assumed to
come from a net tax increase including a
gradual rise in the consumption tax starting

in 2012° and 4 percentage points from
expenditure reforms (e.g., freezing non social
security spending in nominal terms, limiting
growth in social security spending).

Sensitivity Analysis. The debt sustainability
results are sensitive to macroeconomic
assumptions. In particular, a higher interest rate
growth differential (than the baseline of

1% percent) would lead to a faster pace of debt
accumulation. However, even with a modestly
higher differential of 2 percent, the net debt-to-
GDP ratio would still decline over the longer
term in the policy adjustment scenario (see
table). Depending on the size of the interest
rate growth differential, returning the public
debt ratio to its pre-crisis level by 2030 would
require an adjustment of between

12%>-16 percent of GDP.

3 . . .
More specifically, the adjustment scenario assumes a
combination of a consumption tax increase by 10 percentage

points cumulatively (2 percentage points each in 2012 and 2013,

and 3 percentage points each in 2015 and 2017); and ii) a
corporate tax cut (0.5 percent of GDP) and a personal income
tax hike (0.5 percent of GDP) in 2013.
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Table. Sensitivity Analysis for Debt Sustainability

Net Debt Ratio
(in percent of GDP)
Nominal
Interest Rate  Structural Primary
Growth Differential Balance 2011 2015 2020 2030
over the Long Improvement
Term 2010-20

(in percent)

No adjustment scenario 1.25 (baseline) 25 131 158 183 247
2.0 25 131 158 185 265
4.0 25 131 161 209 354
Policy adjustment scenario 1.25 (baseline) 10.0 131 147 136 116
2.0 10.0 131 147 138 127
4.0 10.0 131 149 155 186
Target pre-crisis (2007) level in 2030 1.25 (baseline) 12.6 129 146 130 82
2.0 13.3 129 144 130 82
4.0 15.9 129 143 132 82

Source: Cabinet Office, and staff estimates.
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Table. Japan: Public Sector Debt Sustainability Framework, 2007-2016
No Adjustment Scenario

ANNd AYVLINOIN TVNOILVYNYILNI

(In percent of GDP, unless otherwise indicated)

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1 Public sector net debt 1/ 81.5 96.5 110.1 117.6 130.9 138.2 145.0 151.0 158.2 164.9
2 Change in public sector debt -2.8 15.0 13.6 7.5 13.3 7.3 6.8 6.0 7.2 6.8
3 Identified debt-creating flows (4+7+12) 1.1 6.0 17.2 7.7 12.6 5.8 5.2 4.1 5.0 4.3
4 Primary deficit 1.8 3.3 9.2 8.5 9.0 7.6 6.1 5.5 5.1 4.8
5  Revenue and grants 31.0 31.6 29.8 30.6 31.4 32.1 32,5 324 32,5 324
6  Primary (noninterest) expenditure 32.8 34.9 39.0 39.1 40.5 39.7 38.6 37.9 37.7 37.3
7 Automatic debt dynamics 2/ -0.7 2.7 8.0 -0.8 3.6 -1.8 -0.9 -1.4 -0.1 -0.5
8  Contribution from interest rate/growth differential 3/ -0.7 2.7 8.0 -0.8 3.6 -1.8 -0.9 -1.4 -0.1 -0.5
9 Of which contribution from real interest rate 1.3 1.7 1.5 3.5 2.8 1.9 2.0 1.5 2.0 1.4
10 Of which contribution from real GDP growth -1.9 1.0 6.5 4.3 0.8 -3.7 -2.9 -2.9 -2.1 -1.9
11 Contribution from exchange rate depreciation 4/ 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
12 Other identified debt-creating flows 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
13 Privatization receipts (negative) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
14 Recognition of implicit or contingent liabilities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
15 Other (specify, e.g. bank recapitalization) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
16 Residual, including asset changes (2-3) -3.9 9.0 -3.6 -0.1 0.7 1.5 1.7 1.9 2.2 2.4
Public sector debt-to-revenue ratio (in percent) 1/ 262.8 305.2 369.5 384.2 416.5 431.0 445.9 465.4 486.5 508.4
Key Macroeconomic and Fiscal Assumptions
Real GDP growth (in percent) 2.3 -1.2 -6.3 4.0 -0.7 2.9 2.2 2.0 1.4 1.2
Average nominal interest rate on public debt (in percent) 5/ 0.8 1.1 1.1 1.1 1.2 1.1 1.2 1.3 1.5 1.6
Inflation rate (GDP deflator, in percent) -0.7 -1.0 -0.4 -2.1 -1.1 -0.3 -0.2 0.3 0.1 0.7

1/ General government basis.

2/ Derived as [(r - p(1+g) - g + ae(1+r)]/(1+g+p+gp)) times previous period debt ratio, with r = interest rate; p = growth rate of GDP deflator; g = real GDP growth rate;
a = share of foreign-currency denominated debt; and e = nominal exchange rate depreciation (measured by increase in local currency value of U.S. dollar).
3/ The real interest rate contribution is derived from the denominator in footnote 2/ as r - 1 (1+g) and the real growth contribution as -g.

4/ The exchange rate contribution is derived from the numerator in footnote 2/ as ae(1+r).
5/ Derived as nominal interest expenditure divided by previous period debt stock.
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B .  STATISTICAL ISSUES
1.

Statistical Issues: Economic and
financial data provided to the Fund are
considered adequate for surveillance purposes.
Japan subscribes to the Special Data
Dissemination Standard (SDDS) and meets the
SDDS specifications for the coverage,
periodicity, and timeliness of data. The
Japanese authorities hosted a data module
mission for a Report on the Observance of
Standards and Codes (data ROSC) in
September 12-28, 2005. The Report on
Observance of Standards and Codes - Data
Module, Response by the Authorities, and
Detailed Assessments Using the Data Quality
Assessment Framework (DQAF) were published
March 17, 2006 and are available at
http://www.imf.org/external/pubs/ft/scr/20
06/cr06115.pdf
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Japan: Table of Common Indicators Required for Surveillance (as of June 8, 2011)

Date of Date Frequency of Frequency of Frequency of Memo Items:
Latest Received Data® Reporting® Publication® Data Quality — Data Quality —
Observation Methodological Accuracy and
soundness’ reliability®
Exchange Rates June 2011 June 2011 D D D
International Reserve Assets and Reserve Liabilities of the 5/31/2011 6/2/2011 Every 10 days Every 10 days | Every 10 days
Monetary Authorities’
Reserve/Base Money May 2011 June 2011 M M M
Broad Money May 2011 June 2011 M M M
LO, LO, LO, LO 0,0,0,0,0
International Investment Position 2011 Q1 June 2011 Q Q Q
Central Bank Balance Sheet 5/31/2011 6/2/2011 Every 10 days Every 10 days | Every 10 days
Consolidated Balance Sheet of the Banking System Apr 2011 June 2011 M M M
Interest Rates’ June 2011 June 2011 D D
Consumer Price Index May 2011 May 2011 M M M | 0O, LO, O, O 0,0,L0, 0,0
Revenue, Expenditure, Balance and Composition of 2009 Feb 2011 A A A
Financing® - General Government” 0 LNO. 0.0 L0 0.0 0.L0
Revenue, Expenditure, Balance and Composition of 2009 Feb 2011 A A A
Financing®- Central Government
Stocks of Central Government and Central Government- Mar 2011 May 2011 Q Q Q
Guaranteed Debt®
External Current Account Balance Apr 2011 June 2011 M M M
Exports and Imports of Goods and Services Apr 2011 June 2011 M M M 0,0,10,0 L0,0,06,0,0
GDP/GNP 2011 Q1 May 2011 Q Q Q0,000 LO, LO, O, O, LNO
Gross External Debt Mar 2011 June 2011 Q Q Q

"Includes reserve assets pledged or otherwise encumbered as well as net derivative positions.

2Both market-based and officially-determined, including discount rates, money market rates, rates on treasury bills, notes and bonds.

3 Foreign, domestic bank, and domestic nonbank financing.

The general government consists of the central government (budgetary funds, extra budgetary funds, and social security funds) and state and local governments.

% Including currency and maturity composition.

® Daily (D); weekly (W); monthly (M); quarterly (Q); annually (A); irregular (I); and not available (NA).

" Reflects the assessment provided in the data ROSC or the Substantive Update (published on May 17, 2006, and based on the findings of the mission that took place during September 2005) for
the dataset corresponding to the variable in each row. The assessment indicates whether international standards concerning concepts and definitions, scope, classification/sectorization, and
basis for recording are fully observed (O); largely observed (LO); largely not observed (LNO); not observed (NO); and not available (NA).
Same as footnote 7, except referring to international standards concerning (respectively) source data and its assessment, statistical techniques, assessment and validation of intermediate data

and statistical outputs, and revision studies
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BN 1I. FUND RELATIONS

(As of May 31, 2011)

III.

Iv.

VL

JAPAN

Membership Status: Joined 8/13/1952;

Article VIII

General Resources Account:

SDR Million % Quota
Quota
15,628.50 100.00

Fund holdings of currency
11,167.10

Reserve Tranche Position
4,461.70 28.55
New Arrangements to Borrow
7,070.37

71.45

SDR Department:
SDR Million

Net cumulative allocation

12,284.97 100.00
Holdings
12,834.67 104.47

Outstanding Purchases and Loans:

None

Latest Financial Arrangements:

None

Projected Obligations to Fund:

None

INTERNATIONAL MONETARY FUND

% Allocation

VII. Exchange Rate Arrangement:

Japan maintains a free floating exchange rate
regime. The exchange system is free of
restrictions on the making of payments and
transfers for current international transactions,
with the exceptions of restrictions imposed
solely for the preservation of national or
international security that have been notified
to the Fund pursuant to Executive Board

Decision No. 144-(52/51).

VIII. Article IV Consultation:

The 2010 Article IV consultation discussions
were held during May 10-19, 2010; the
Executive Board discussed the Staff Report
(IMF Country Report No. 10/211 and
concluded the consultation on July 14, 2010.
The concluding statement, staff report, staff
supplement, selected issues paper, and PIN

were all published.
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SUPPLEMENTARY INFORMATION

Approved by Prepared by

Mahmood Pradhan and Asia and Pacific Department
Tamim Bayoumi

The following information has become available since the preparation of the staff report. This
information does not alter the thrust of the staff appraisal.

Second Supplementary Budget: The cabinet endorsed a modest second supplementary budget
of ¥2 trillion (0.4 percent of GDP) to fund additional earthquake reconstruction. The second
budget does not rely on bond issuances as it will be funded by higher-than-expected FY2010 tax
revenue and unused funds. About half of the spending will be used for transfers to local
governments and income support for

households in affected areas, with the Second Supplementary Budget
remainder (¥0.8 trillion of contingency (In trillions of yen)
reserves) to t?e determined later. The Contingency reserves for quake-related expenses 0.8
government is expected to compile a larger, Transfers to local governments 0.5
third supplementary budget later this year, Income support for households in affected areas 0.3
which could exceed 2 percent of GDP and Compensation over Fukushima nuclear accident 0.1
Sy . . Other 0.2
will likely include large infrastructure Total 20
projects to rebuild affected regions.

Tax and Social Security Reforms: In late June, the joint government and ruling party panel on
social security reform decided to double the consumption tax rate to 10 percent “"by the mid-
2010s" to fund social security, with any tax increase conditional on an economic recovery. The
plan also expands health and pension spending combined with measures to raise the efficiency
of social security spending. The proposal is expected to be discussed with opposition parties and
reflected in a tax and social security reform bill by the end of FY2011 (end of March 2012).

Staff Views: Although modest in size, the second supplementary budget will provide support to
disaster relief and reconstruction. Going forward, timely passage of a sizeable (third)
supplementary budget focused on large infrastructure to rebuild the affected regions will be
critical to help address downside risks and support the recovery. At the same time, new tax
measures are needed to limit bond issuance and strengthen the commitment to fiscal reforms.
On the tax and social security reform plan, staff welcomes the plan to double the consumption
tax by the mid-2010s, but further increases in the consumption tax beyond FY2015 and caps on
spending growth will be required to bring down the public debt ratio over the medium term.
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Public Information Notice DEPARTMENT
Public Information Notice (PIN) No. 11/90 International Monetary Fund
FOR IMMEDIATE RELEASE 700 197 Street, NW
July 19, 2011 Washington, D. C. 20431 USA

IMF Executive Board Concludes 2011 Article IV Consultation with Japan

On July 13, 2011, the Executive Board of the International Monetary Fund (IMF)
concluded the Article IV consultation with Japan.”

Background

The Great East Japan Earthquake and Tsunami on March 11, 2011 brought Japan’s
nascent recovery to a halt. It destroyed large parts of the northeastern coastal areas and
damaged key infrastructure. The destruction far exceeded those of the 1995 Great
Hanshin earthquake near the city of Kobe and is likely to influence economic
developments for some time.

Four months after the disaster, Japan’s economy shows signs of recovery. Recent data
on household spending and production suggest a recovery in activity is underway, and
supply chains are being restored faster than expected limiting spillovers to other
countries. While the trade balance has weakened, the current account has remained in
surplus given income derived from Japan’s large net foreign asset position. As of end
June, equity markets have recouped two-thirds of their losses following the earthquake
and ten-year Japanese government bond (JGB) yields have been stable at around 1.1—
1.2 percent. After concerted intervention in coordination with the G-7 in mid-March, the
Japanese Yen to the US dollar rate has traded in a band of 80-84 until early July.

The Japanese economy is set to expand later this year. After a sharp contraction in the
first half of this year, supply conditions are expected to normalize this summer and
reconstruction spending to pick up steadily. The recovery is forecast to continue in 2012
as the resumption of exports lifts domestic demand and reconstruction spending

! Under Article IV of the IMF's Articles of Agreement, the IMF holds bilateral discussions with
members, usually every year. A staff team visits the country, collects economic and financial
information, and discusses with officials the country's economic developments and policies.
On return to headquarters, the staff prepares a report, which forms the basis for discussion
by the Executive Board. At the conclusion of the discussion, the Managing Director, as
Chairman of the Board, summarizes the views of Executive Directors, and this summary is
transmitted to the country's authorities. An explanation of any qualifiers used in summings
up can be found here: http://www.imf.org/external/np/sec/misc/qualifiers.htm.

Washington, D.C. 20431 e Telephone 202-623-7100 e Fax 202-623-6772 « www.imf.org



continues. As a result, GDP growth is expected to slow to -0.7 percent in 2011 before
rising to 2.9 percent in 2012. Headline inflation is projected to be around zero percent in
2011 and 2012, while underlying inflation—excluding food and energy—will likely remain
negative as a result of the still wide output gap. Uncertainty surrounding this outlook is
large with the risks mainly on the downside. The key risks facing the recovery are from
delays in restoring electricity capacity and a slow pick-up in private demand.

The fiscal costs of the earthquake could range between 2—4 percent of GDP spread
over several years. Reconstruction is projected to increase the fiscal deficit in 2011 to
10%2 percent of GDP and the net debt-to-GDP ratio to above 130 percent of GDP. In
May, the government passed its first supplementary budget (0.8 percent of GDP) to
repair damaged infrastructure, and the cabinet endorsed a second one in early July
(0.4 percent of GDP) to continue reconstruction. An additional supplementary budget
focused on revitalizing the region is expected later this year.

To support reconstruction and contain risks of deflation re-emerging, the Bank of Japan
(BoJ) has further eased its accommodative policy stance by expanding the size of its
asset purchase program to ¥10 trillion and through a new ¥1 trillion loan program to
support lending activity of financial institutions in the affected regions. The BodJ also
expanded its lending facility to “strengthen the foundations of economic growth” by

¥’ trillion to encourage asset-based lending by financial institutions. Financial sector
policies helped maintain financial stability and ensured a smooth functioning of financial
transactions in the affected regions.

Executive Board Assessment

Executive Directors commended the Japanese authorities for their swift policy response
to stabilize markets following the devastating earthquake and tsunami. Directors noted
that economic activity has recovered faster than expected, and the impact of the
earthquake on global supply chains is expected to be short-lived. Nevertheless, the
uncertainty surrounding the outlook is unusually large, with potential risks from delays in
resolving power supply disruptions, and protracted weak demand and market sentiment.
Against this backdrop, policy stimulus remains needed. At the same time, it is important
to address longer-term issues through fiscal and broader structural reforms aimed at
enhancing confidence in public finances and raising potential growth, while also
minimizing risks of negative financial spillovers to other countries.

Directors stressed that the immediate priority for fiscal policy is to repair damaged
infrastructure and facilitate a speedy recovery. They supported a sizeable, well-targeted
supplementary budget that relies primarily on new tax measures, given limited room for
further expenditure cuts and the need to limit government bond issuance. In this context,
Directors welcomed the social security and tax reform plan, which includes a proposal to
double the consumption tax rate by the mid-2010s. They noted that a more ambitious
medium-term strategy, with a significant adjustment of the structural primary balance, is
necessary to accelerate the pace of public debt reduction. This should comprise
expenditure freezes and comprehensive tax reform, featuring a further gradual increase



in consumption tax. Adopting a fiscal rule while allowing for some flexibility could help to
enhance the credibility of the government’s strategy in this regard.

Directors supported the broadening of the Bank of Japan (BoJ)’s toolkit under its
comprehensive monetary easing policy to combat deflation. They welcomed the
authorities’ readiness to take additional easing measures as warranted. Should
deflationary pressures emerge, consideration could be given to increasing purchases of
longer-maturity public securities, and possibly private assets, under the BoJ’s asset
purchase program, while paying due regard to their implications for financial market
stability and the BoJ’s balance sheets. There is also some scope for further improving
monetary policy communication to the pubilic.

Directors agreed that the exchange rate should be determined by the markets, reflecting
underlying economic fundamentals. They noted the need to avoid excessive volatility
and disorderly movements in the exchange rate, which have adverse implications for
economic and financial stability.

Directors commended the swift, decisive policy action to protect the financial sector from
the initial shock of the earthquake. Noting potential risks of an economic slowdown and
increased market volatility, Directors considered it important that banks maintain
adequate capital and shift to more risk-based lending. They also encouraged a gradual
withdrawal of special measures that had been put in place to facilitate loans to small-
and medium-sized enterprises (SMEs) as conditions permit.

On spillovers, Directors welcomed the initiative. They remarked that such analysis
needs to be further developed, and noted that, although policy spillovers from Japan on
the global economy have been relatively limited in recent years, Japan remains an
important contributor to regional growth and stability. Directors considered that fiscal
consolidation would free up domestic savings and help reduce the risk of a rise in
government bond yields that could lead to higher interest rates elsewhere. Timely
implementation of the new growth strategy—with its focus on boosting employment,
raising productivity through regional integration, and promoting startups and
restructuring of SMEs—would help contain any negative short-term effects of fiscal
consolidation measures. Directors commended the Japanese authorities for their strong
commitment to international cooperation and development aid.



Public Information Notices (PINs) form part of the IMF's efforts to promote transparency
of the IMF's views and analysis of economic developments and policies. With the consent
of the country (or countries) concerned, PINs are issued after Executive Board
discussions of Article IV consultations with member countries, of its surveillance of
developments at the regional level, of post-program monitoring, and of ex post
assessments of member countries with longer-term program engagements. PINs are also
issued after Executive Board discussions of general policy matters, unless otherwise

decided by the Executive Board in a particular case. The staff report (use the free Adobe
Acrobat Reader to view this pdf file) for the 2011 Article IV Consultation with Japan is also available.
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Japan: Selected Economic Indicators

Proj.
2007 2008 2009 2010 2011
Real GDP 24 -1.2 -6.3 4.0 -0.7
Private consumption 1.6 -0.7 -1.9 1.8 -1.2
Nonresidential investment 2.6 -1.4 -16.7 21 0.4
Residential investment -9.6 -8.0 -14.0 -6.3 4.5
Public investment -7.4 -8.6 10.4 -3.4 8.1
Government consumption 1.5 0.5 3.0 2.2 1.6
Stockbuilding (contribution to growth) 0.3 -0.2 -1.5 0.6 -0.1
Net exports (contribution to growth) 1.1 0.2 -1.5 1.8 -0.7
Exports of goods and services 8.4 1.6 -23.9 23.9 0.9
Imports of goods and services 1.6 0.4 -15.3 9.8 7.7
Inflation (period average)
GDP deflator -0.7 -1.0 -0.4 -2.1 -1.1
CPI (SA)" 0.1 14 1.3 0.7 0.1
CPI (NSA) " 0.1 14 1.4 0.7 0.1
Unemployment rate (period average, percent) 3.9 4.0 5.1 5.1 4.9
Current account balance
Billions of U.S. dollars 211.0 1571 141.8 195.9 144.7
Percent of GDP 4.8 3.2 28 3.6 25
General government balances (percent of GDP)
Overall balance -2.4 -4.2 -10.3 -9.6 -10.5
Primary balance -1.8 -3.3 -9.2 -8.5 -9.0
Structural balance # 2.6 3.7 7.0 77 -8.1
Money and credit (12-month growth rate; end period)
Base money 0.4 1.8 5.2 7.0 162 °
M2 (period average) 21 1.8 3.1 23 27 ¥
Bank lending ¥ 0.8 4.6 0.9 -1.8 05 %
Exchange and interest rates (period average)
Yen/dollar rate 117.8 103.4 93.6 87.8 80.6
Yen/euro rate 161.4 152.1 130.3 116.5 1145 ¢
Real effective exchange rate ¥ 59.8 66.9 78.1 83.8 86.7
3-month CD rate 0.5 0.5 0.3 0.3 03 ¢
10-year government bond yield 1.7 1.5 1.4 1.2 114 9

Sources: Global Insight, Nomura database and IMF staff estimates and projections.

1/ Annual growth rates are calculated from annual averages of monthly data.

2/ Excluding bank support.

3/ Data reflect the inclusion of foreign banks, foreign trusts banks and Shinkin banks in the monetary survey.

4/ Based on normalized unit labor costs; 2000 = 100.
5/ May 2011.
6/ June 24, 2011.





