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Summary

= Japan’s economy may have entered a recession: In light of the 2™ preliminary Jul-Sep
2015 GDP release (Cabinet Office), we have revised our economic growth outlook. We now
forecast real GDP growth of +1.0% in comparison with the previous year for FY15 (+0.8% in
the previous forecast) and +1.5% in comparison with the previous year for FY16 (+1.5% in the
previous forecast). Japan’s economy may have entered a recession, but we expect it to move
toward a gradual recovery during the year 2016 due to the following factors: (1) Continuation
of the virtuous circle brought on by Abenomics, and (2) A gradual comeback in exports
centering on the US.

= Real GDP growth rate revised considerably upwards from 1° preliminary: The real GDP
growth rate for Jul-Sep 2015 (2™ preliminary est) has been revised considerably upwards to
+1.0% /g annualized (+0.3% q/q) from the 1% preliminary results (-0.8% g/q annualized and
-0.2% g/q). Results also exceeded market consensus at +0.1% g/g annualized and +0.0% qg/q
due to the upward revision of inventory investment. When averaged with the Apr-Jun period
results, the Jul-Sep period 2™ preliminary estimate reconfirms our previous opinion that
Japan’s economy is in a temporary lull. An especially positive factor in these results is the
major upward revision in capex.

= Major upward revision for capex and inventory investment raises overall results:
Performance by demand component in light of upward revisions from the 1st preliminary
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results shows personal consumption and public investment with downward revisions, but
inventory investment and capex were revised considerably upwards, helping to increase
overall results. Capex declined by -1.3% qg/q on the 1st preliminary report due to corporate
statistics, but has recovered its growth trend on this report by +0.6%. Inventory investment’s
contribution to overall results was revised considerably upwards from -0.5% g/gq on the 1st
preliminary report to -0.2% on the 2nd preliminary, while also exceeding market consensus at
-0.5%. Looking at inventory investment by category, out of the four categories of investment
raw materials and transit inventory were revised upwards, while finished goods inventory and
work-in-process were flat. Transit inventory received an especially major upward revision,
thought to be due mainly to the computerization of statistics on finished goods on hand in
commercial statistics.

As for other components, government consumption and imports were flat in comparison to the
1st preliminary results, while housing investment and exports were revised upwards. However,
overall GDP results were not influenced much by this.

Trends by demand component: inventory adjustment becomes apparent: Looking at
trends in demand components after upward revisions on the Jul-Sep 2015 period results (2™
preliminary report), we see personal consumption achieving growth for the first time in two
quarters at +0.4% qg/q (+0.5% on the 1% preliminary). However, this was not enough to recover
lost ground from the Apr-Jun period decline of -0.6%, showing the pace of recovery in
personal consumption to lack strength. On average, personal consumption is evaluated as still
marking time. Behind this situation lies the rush of price hikes in foodstuffs, which, despite the
improvement in the employment and income environments leading to growth in real
compensation of employees (and which does contribute to overall increase in GDP), has
tended to increase the tendency of households to tighten their budgets, causing a drag on
growth in personal consumption.

Housing investment grew for the third consecutive quarter at +2.0% qg/q (+1.9% on the 1%
preliminary). Housing starts, a leading indicator for housing investment, are continuing a
gradual comeback due to improvement in the household employment and income
environments, as well as low interest on housing loans. Housing investment is recorded on a
progressive basis, hence there is a time lag which causes these figures to come in later than
housing starts. Hence it appears that the growth trend is continuing.

Capex grew for the first time in two quarters at +0.6% g/q (+1.3% on the 1 preliminary),
continuing to show a moderate growth trend despite some fluctuations during the period.
Growth is considered to be due to the high level of corporate cash flow associated with record
earnings for corporations.

Private sector inventory was down for the first time in three quarters at -0.2% g/g. inventory
adjustment is considered to have become more evident after a period of accumulation.

Public investment suffered a decline for the first time in two quarters at -1.5% g/q (-0.3% on
the 1% preliminary). Without the effects of economic policy as there was in the past, public
investment, one of the leading economic indicators, was weak. It appears that public
investment, which lags behind the leading indicators, has now shifted into the negative region.
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Exports achieved growth for the first time in two quarters at +2.7% q/q (+2.6% on the 1%
preliminary). With the slowdown in the economies of the emerging nations, especially China,
goods, according to foreign trade statistics, continue to be weak. The overseas corporate
sector was especially weak and prices of natural resources are low, bringing sluggish
performance in capital goods and materials. However, exports on an SNA basis (national
accounts of Japan) are not nearly as bad as they look in the trade statistics, and the increase
in foreigners visiting Japan has led to an increase in exports of services, bringing a positive
contribution to GDP. Imports also grew for the first time in two quarters at +1.7% (unchanged
from the 1% preliminary). Since growth in exports was larger than that of imports, the
contribution of overseas demand (net exports) was close to zero, but exports did contribute
+0.1%, (unchanged from the 1 preliminary).

Japan’s economy expected to gradually make a comeback: There is no change in our
basic economic scenario. We see Japan’s economy gradually making a comeback from its
temporary lull as the effects of the overseas economic slowdown ease up and personal
consumption recovers backed by a good employment environment and improving incomes.

Personal consumption is expected to continue its recovery due to the above factors, and move
toward a comeback despite occasional ups and downs. Nominal wages according to the
monthly labor survey continue to be weak due to a changeover in sampling. However,
considering the trend in this year’s pay scale increase after the annual spring labor offensive,
as well as trends in bonuses according to survey findings (data from summer), the real
situation with wages appears to be maintaining a stronger undertone than it appears when
looking at the statistics. In addition, wages of part-time workers are also continuing to grow
due to the positive employment environment and the increase in minimum wage. Meanwhile,
disposable income of pensioners is growing somewhat, due to the increase in the pension
revision rate. A number of factors are expected to provide support for personal consumption,
including the upward pressure real wages are getting from the decline in the growth rate of the
consumer price index and the continued increase in the number of employees.

Housing investment is expected to maintain a firm undertone with improvements in the
employment and income environment and low interest on housing loans. In addition,
households considering purchase of a new house should gradually increase as we move into
the year 2016 in anticipation of a second consumption tax hike. However, considering the
sluggishness in housing starts, a leading indicator, the tempo of growth is expected to be
gradual. A note of caution is required in regard to the recent scandal regarding the falsification
of condominium construction data and where this might lead. If the problem persists for the
long-term, suspicions regarding the safety of newly built condominiums could become acute,
and consumers could delay purchasing. Looking back to the year 2005 when it was found that
seismic strength of buildings had been falsified, a situation which led to the revision of the
Building Standards Law in 2007, steep declines in housing investment due to this kind of
problem remain fresh in memory.

Public investment is gradually shedding the effects of economic policy which provided support
in the past, and is expected to continue to decline. Contracts and orders received, which
provide the leading indicators for this area, are already showing signs of peaking out. The
general tone in this area is expected to continue in that vein.
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Meanwhile, exports are expected to continue a moderate recovery while experiencing both
strong and weak points as the effects of the slowdown in overseas economies eases up. A
firm undertone continues in US economic expansion centering on the household sector,
bringing expectations for a recovery in Japanese exports centering on durables. As for the EU,
the economy is expected to move gradually toward a comeback due to the effects of the
collapse of crude oil prices and additional monetary easing on the part of the ECB. Exports to
the EU, which had been weak during summer, are expected to gradually recover to a growth
trend. As for the Asian economy, China’s real economy has hit bottom due to the lowering of
the reserve deposit rate and interest cuts, and effects are gradually being seen in personal
consumption. There is a good possibility that declines in consumption can be avoided with
positive effects in purchasing of consumer goods.

As for capex, a gradual recovery is seen despite ups and downs due to record-setting
corporate earnings. According to surveys measuring capex investment plans such as the BOJ
Tankan, there is a forward-looking stance in regard to capex spending. Replacement
investment, labor saving, and energy saving appear to be promising. However, statistics seem
to see current business sentiment as being stronger than it actually is, and caution is urged
regarding risk of a downtrend in the future. The possibility that corporations delaying capex
spending, especially in manufacturing, may increase in the future due to the slowdown in
emerging nation economies centering on China, weakness in the corporate sectors of
overseas economies leading to stagnation for exports, and the slow pace of recovery in
personal consumption. In addition, machinery orders, one of the leading indicators, have been
weak. Hence we suggest vigilance in this area.

Towards Phase Il of Abenomics: In this report we examine what has been referred to as the
new third arrow of Abenomics, or the “Redistribution Policy.” Considering Japan’s difficult fiscal
situation, shifting government expenditure from the elderly to the younger generation would
help to realize improvement in Japan’s total fertility rate and increase labor productivity, while
at the same time attaining sustained economic growth. A viewpoint encompassing all of these
factors is considered essential. However, the overall scale of the country’s social security
system must be downsized and a recovery attained in the balance of benefits and burdens. At
the same time, carrying out clear and detailed system design and relieving the anxieties of
citizens regarding the future is key. Meanwhile, regarding the supplementary budget, which is
expected to be argued up until the end of 2015, it is crucial that a highly effective redistribution
policy be devised. From this viewpoint, an income redistribution policy directed toward low
income people with a strong propensity to consume and households with a large number of
children regardless of income bracket would be effective.

What will happen when the US devises an exit strategy?: Examining risk of downward
swing for global economy. With the current slowdown in the economies of emerging nations,
especially that of China, possibilities are that the global economy could enter a period of
serious stock price lows and worldwide production declines. In producing this forecast, based
on the assumption that the US will sooner or later come out with an exit strategy, we provide a
detailed analysis of the merkmal (judgment criteria) determining whether or not the world
economy will plunge into a period of falling stock prices and production declines, as well as the
major leading indicators which suggest future trends. At the same time we examine the
characteristics of periods in the past when the global economy has experienced major
declines in stock prices and production. Our basic scenario sees the Fed raising interest rates

Japan’s Economic Outlook No. 187 Update (Summary) 4



DIR

at a pace matching the current economic and business environment. We assume that the
financial markets and the real economy will not be shaken overly much. However, we also
believe that trends in the Fed’s monetary policy should also be watched very carefully on into
the future.

Japan’s main economic scenario: Moving towards a moderate recovery in 2016: Judging
from the performance of major demand components in the GDP statistics, there is a possibility
that Japan’'s economy has officially fallen into a recession. However, examination of three
major judgment criteria (“merkmal”) suggests that Japan’s economy is still in a temporary lull.
In either case, the adjustment phase in Japan’s economy is expected to be both short-term
and fairly minor. We see Japan moving toward a moderate recovery during the year 2016.

Risk factors facing Japan’s economy: Focus on Chinese Economy: Risk factors for the
Japanese economy are: (1) The downward swing of China’s economy, (2) Tumult in the
economies of emerging nations in response to the US exit strategy, (3) A worldwide decline in
stock values due to geopolitical risk, (4) The worsening of the Eurozone economy, and (5) The
Triple Weaknesses — a weak bond market, weak yen, and weak stock market due to loss of
fiscal discipline. Our outlook focuses especially on the risk which China’s economy presents
for Japan, and we look closely at the trends in that economy, presenting a close analysis. Our
outlook for China’s economy is optimistic in the short-term and pessimistic in the mid to long-
term. Looking at China’s economic situation in a somewhat reductive way, the fact is that
China’s government holds treasury funds totaling between 600 to 800 tril yen with which it is
standing up to over 1 quadrillion yen in excessive lending and over 400 tril yen in excess
capital stock. China is expected to be able to avoid the bottom falling out of its economy for a
little while, but in the mid to long-term, there is risk of a massive capital stock adjustment.

BOJ’s monetary policy: We expect additional monetary easing measures by the BOJ to be
shelved until spring 2016 or later. The BOJ is expected to choose the timing for additional
monetary easing measures carefully, keeping a close watch on world economic trends and
Japan’s political calendar.

Our assumptions: Public works spending is expected to decline by -0.5% in FY15, and -3.2%
in FY16. An additional consumption tax hike is planned for April 2017.Average exchange rate
of Y122.6/$ in FY15 and Y125.0/$ in FY16.US real GDP growth of +2.5% in CY15 and +2.6%
in CY16.
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Main Economic Indicators and Real GDP Components

Japan's Economic Outlook No. 187 Update

FY14 FY15 FY16 CY14 CY15 CY16
(Estimate) (Estimate) (Estimate) (Estimate)
Main economic indicators
Nominal GDP (yly %) 15 24 2.0 1.6 2.7 1.6
Real GDP (chained [2005]; yly %) -1.0 1.0 15 -0.0 0.6 11
Domestic demand (contribution, % pt) -1.6 0.9 14 -0.0 0.2 11
Foreign demand (contribution, % pt) 0.6 0.1 0.1 0.0 0.4 -0.0
GDP deflator (yly %) 25 13 0.5 17 2.0 0.5
Index of All-industry Activity (yly %)* -11 0.9 20 0.1 0.6 12
Index of Industrial Production (yly %) -0.5 -1.0 25 21 -0.9 0.7
Index of Tertiary Industry Activity (y/y %) -11 13 1.9 -0.4 1.0 13
Corporate Goods Price Index (yly %) 2.8 -2.1 0.7 32 -1.9 0.4
Consumer Price Index (excl. fresh food; yly %) 2.8 0.2 1.0 2.6 0.6 0.8
Unemployment rate (%) 3.6 33 3.2 3.6 3.4 3.2
Government bond yield (10 year; %) 0.46 0.35 0.35 0.53 0.35 0.34
Money stock; M2 (end-period; yly %) 3.3 3.7 4.0 3.4 3.7 3.9
Balance of payments
Trade balance (Y tril) -6.6 -0.7 -1.0 -10.4 -0.5 -0.6
Current balance ($100 mil) 722 1,433 1,452 250 1,398 1,469
Current balance (Y tril) 7.9 17.8 18.4 2.6 17.0 18.4
(% of nominal GDP) 16 3.6 3.6 0.5 3.4 3.6
Real GDP components
(Chained [2005]; y/y %; figures in parentheses: contribution, % pt)
Private final consumption -2.9 (-1.8) 0.3(0.2) 1.4(0.8) -0.9 (-0.5) -0.9 (-0.5) 0.9 (0.5)
Private housing investment -11.7 (-0.4) 45(0.1) 6.8 (0.2) -5.3(-0.2) -1.6 (-0.1) 6.7 (0.2)
Private fixed investment 0.1 (0.0 1.7 (0.2) 5.1(0.7) 3.1(0.4) 1.0(0.1) 3.6 (0.5)
Government final consumption 0.1 (0.0 1.3(0.2) 1.3(0.3) 0.1 (0.0 1.1(0.2) 1.3(0.3)
Public fixed investment -2.6 (-0.1) -1.1 (-0.0) -4.5 (-0.2) 0.4 (0.0 -1.9 (-0.1) -3.9 (-0.2)
Exports of goods and services 7.8 (1.3) 15(0.3) 55 (1.0) 8.3(13) 3.2(0.6) 4.1(0.7)
Imports of goods and services 3.3(-0.7) 1.2 (-0.2) 5.4 (-0.8) 7.2 (-1.4) 0.8 (-0.2) 3.9 (-0.7)
Major assumptions:
1. World economy
Economic growth of major trading partners 3.4 29 3.2 33 3.0 3.2
Crude oil price (WTI futures; $/bbl) 80.5 474 44.2 92.9 48.8 43.7
2.US economy
US real GDP (chained [2009]; yly %) 2.7 25 2.6 2.4 25 2.6
US Consumer Price Index (yly %) 13 0.6 18 1.6 0.1 17
3. Japanese economy
Nominal public fixed investment (yly %) 0.4 -0.5 -3.2 3.4 -0.9 -2.9
Exchange rate (Y/$) 109.9 122.6 125.0 105.8 121.2 125.0
(YIE) 138.4 133.1 130.0 140.3 133.8 130.0
Call rate (end-period; %) 0.10 0.10 0.10 0.10 0.10 0.10

Source: Compiled by DIR.

Note: Due to rounding, actual figures may differ from those released by the government.
* Excl. agriculture, forestry, and fisheries.

Estimate: DIR estimate.
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Comparison with Previous Outlook

Ditference between
Current outlook ) .
(Outlook Previous outlook previous
(Outlook187) and current
187update)
outlooks
FY15 FY16 FY15 FY16 FY15 FY16
Main economic indicators
Nominal GDP (yly %) 24 2.0 22 21 0.1 -0.1
Real GDP (chained [2005]; yly %) 1.0 15 0.8 15 0.3 -0.0
Domestic demand (contribution, % pt) 0.9 14 0.7 14 0.2 -0.0
Foreign demand (contribution, % pt) 0.1 0.1 0.1 0.1 0.0 0.0
GDP deflator (yly %) 1.3 05 14 05 0.1 0.1
Index of All-industry Activity (yly %)* 0.9 2.0 11 2.1 -0.2 -0.1
Indexof Industrial Production (yly %) -1.0 25 -0.3 3.6 -0.7 -1.1
Index of Tertiary Industry Activity (yly %) 1.3 1.9 1.2 17 0.1 0.2
Corporate Goods Price Index (yly %) -2.1 0.7 -2.1 0.7 0.0 0.0
Consumer Price Index (excl. fresh food; yly %) 0.2 1.0 0.2 1.0 0.0 0.0
Unemployment rate (%) 3.3 3.2 33 3.2 0.0 0.0
Government bond yield (10 year; %) 0.35 0.35 0.35 0.35 0.00 0.00
Money stock; M2 (end-period; yly %) 3.7 4.0 3.7 4.0 0.0 0.0
Balance of payments
Trade balance (Y tril) -0.7 -1.0 -0.7 -1.0 -0.0 -0.0
Current balance ($100 mil) 1,433 1,452 1,434 1,452 0 0
Current balance (Y tril) 17.8 18.4 17.8 18.4 -0.0 -0.0
(% of nominal GDP) 3.6 3.6 35 3.6 0.0 0.0
Real GDP components (chained [2005]; yly %)
Private final consumption 0.3 14 0.5 14 -0.2 -0.0
Private housing investment 45 6.8 4.4 6.8 0.1 0.0
Private fixed investment 1.7 51 0.1 4.7 1.6 0.4
Government final consumption 1.3 1.3 15 13 -0.3 -0.0
Public fixed investment -1.1 -4.5 -1.7 -4.8 0.6 0.3
Exports of goods and services 15 55 14 55 0.0 0.0
Imports of goods and services 1.2 5.4 11 5.4 0.0 -0.0
Major assumptions:
1. World economy
Economic growth of major trading partners 2.9 3.2 2.8 3.2 0.1 0.0
Crude oil price (WTI futures; $/bbl) 47.4 44.2 47.5 44.3 -0.2 -0.1
2.US economy
US real GDP (chained [2009]; yly %) 25 2.6 2.4 2.6 0.1 0.0
US Consumer Price Index (yly %) 0.6 1.8 0.7 2.0 -0.1 -0.2
3. Japanese economy
Nominal public fixed investment (yly %) -0.5 -3.2 -0.7 -35 0.2 0.3
Exchange rate (Y/$) 1226  125.0 1226  125.0 0.0 0.0
(YIE) 1331 130.0 1334 130.0 -0.3 0.0
Call rate (end-period; %) 0.10 0.10 0.10 0.10 0.00 0.00

Source: Compiled by DIR.
Notes: Due to rounding, differences do not necessarily conform to calculations based on figures shown.
* Excl. agriculture, forestry, and fisheries.
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1.1 Selected Economic Indicators

2013 2014 2015 FY CcYy
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 2013 2014 | 2013 2014

Nominal GDP (SAAR; Y tril) 4786 481.3 481.0 487.4 488.1 4839 488.0 498.0| 4824 489.6| 479.1 486.9

Qlq % 0.5 0.6 -0.1 1.3 0.1 -0.9 0.8 2.0

Q/g %, SAAR 1.9 23 -0.2 5.4 0.6 -3.4 3.4 8.4

Yy % 0.5 1.6 1.8 2.8 1.9 0.5 13 2.2 1.7 1.5 0.8 1.6
Real GDP (chained [2005]; SAAR,; Y tril) 526.4 529.0 5281 534.6 5246 521.0 523.3 529.0/ 529.8 524.7| 526.3 526.1

Qlq % 0.8 0.5 -0.2 1.2 -1.9 -0.7 0.5 1.1

Q/g %, SAAR 3.1 2.0 -0.7 5.0 -7.2 -2.8 1.8 4.4

Yy % 1.1 2.0 2.1 2.7 -0.3 -1.5 -1.0 -1.1 2.0 -1.0 14 -0.0
Contribution to GDP growth (% pt)

Domestic demand 0.8 0.9 0.3 1.5 -2.8 -0.7 0.1 11 2.5 -1.6 1.7 -0.0

Foreign demand 0.0 -0.4 -0.5 -0.2 0.9 0.1 0.3 0.0 -0.5 0.6 -0.3 0.0
GDP deflator (yly %) -0.6 -0.3 -0.3 0.1 2.2 2.0 2.3 3.3 -0.3 25 -0.6 1.7
Index of All-Industry Activity (2010=100) 101.8 1024 102.8 104.1 101.1 1011 101.7 102.8 102.8 101.7| 1019 102.0

Qlg %; yly % 1.0 0.7 0.4 1.2 -2.8 0.0 0.6 1.0 2.2 -1.1 1.0 0.1
Index of Industrial Production (2010=100) 96.1 97.8 99.6 1019 98.8 97.4 98.2 99.7 98.9 98.5 97.0 99.0

Qla %; yly % 1.6 1.7 1.8 23 -3.1 -1.3 0.8 1.6 3.3 -0.5 -0.8 2.1
Index of Tertiary Industry Activity (2005=100) 102.8 1029 1029 104.1 101.2 101.7 102.2 103.3| 103.2 102.1] 102.7 1023

Qlg %; yly % 0.5 0.2 -0.0 1.2 -2.8 0.5 0.6 11 1.2 -1.1 0.8 -04

Corporate Goods Price Index components (2010=100)

Domestic Company Goods Price Index 101.6 1024 102.6 1029 1060 1065 105.1 103.4| 1024 105.3|] 1019 105.1

Yly % 0.6 2.2 2.5 2.0 4.4 4.0 2.5 0.5 1.8 2.8 1.3 3.2

CPI (excl. fresh food; 2010=100) 99.9 1003 100.7 100.6 103.3 1035 1034 102.7| 1004 103.2| 100.1 102.7
Yy % 0.0 0.7 11 1.3 3.3 3.2 2.7 2.1 0.8 2.8 0.4 2.6
Unemployment rate (%) 4.0 4.0 3.9 3.6 3.6 3.6 35 35 3.9 3.6 4.0 3.6
Call rate (end-period; %) 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10
Government bond yield (10 year; %) 0.77 0.73 0.64 0.61 0.59 0.52 0.40 0.34 0.69 0.46 070 0.53
Money stock; M2 (yly %) 35 3.8 4.2 3.9 3.2 3.0 35 35 3.9 3.3 3.6 34
Trade balance (SAAR; Y tril) -6.0 -9.3 -11.7 -15.8 -8.4 -10.6 -7.4 0.3 -11.0 -6.6 -8.8 -104
Current balance (SAAR; $100 mil) 967 315 -96 -518 313 193 931 1,299 147 722 403 250
Current balance (SAAR; Y tril) 9.6 3.1 -1.0 -5.3 3.2 2.0 10.7 15.5 1.5 7.9 39 2.6
(% of nominal GDP) 2.0 0.6 -0.2 -1.1 0.7 0.4 2.2 3.1 0.3 1.6 0.8 0.5
Exchange rate (Y/$) 98.8 989 1004 102.8 1021 1039 1145 119.1| 100.2 109.9 97.6 105.8
(Y/Euro) 129.6 130.7 1399 140.3 1395 137.8 143.8 132.6| 135.1 138.4| 130.6 140.3

Source: Compiled by DIR.
Notes: 1) Quarterly figures (excl. y/y %) seasonally adjusted, other unadjusted.
2) Index of All-Industry Activity Index: excl. agriculture, forestry, and fisheries.

3) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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1.2 Selected Economic Indicators

2015 2016 2017 FY cy
4-6 79 1012 13 4-6 79  10-12  1-3 | 2015 2016 | 2015 2016
(E) E) B B B B (E) E) ® 6

Nominal GDP (SAAR; Y tril) 498.7 500.7 501.3 503.1 505.7 509.2 5124 516.4| 501.2 511.1| 4999 507.8

Qlq % 0.2 0.4 0.1 0.4 0.5 0.7 0.6 0.8

Qlq %, SAAR 0.6 1.6 0.5 1.4 2.1 2.8 2.6 3.1

Yy % 21 35 2.8 1.0 1.4 1.7 2.2 2.7 2.4 2.0 2.7 1.6
Real GDP (chained [2005]; SAAR; Y tril) 528.3 529.7 530.1 5316 5337 5364 5389 5425| 530.1 538.1| 5295 5354

Qlg % -0.1 0.3 0.1 0.3 0.4 0.5 0.5 0.7

Q/q %, SAAR -0.5 1.0 0.3 1.2 1.6 2.0 1.9 2.7

Yy % 0.7 1.6 1.3 0.5 1.0 1.3 1.6 2.0 1.0 15 0.6 1.1
Contribution to GDP growth (% pt)

Domestic demand 0.1 0.1 0.1 0.3 0.3 0.5 0.4 0.9 0.9 1.4 0.2 1.1

Foreign demand -0.2 0.1 0.0 0.0 0.1 0.0 0.0 -0.2 0.1 0.1 0.4 -0.0
GDP deflator (yly %) 1.5 1.8 1.4 0.5 0.4 0.4 0.5 0.6 1.3 0.5 2.0 0.5
Index of All-Industry Activity (2010=100) 1025 1024 102.7 1029 1035 1041 1049 106.3| 102.6 104.7| 102.6 103.8

Qlg %; yly % -0.3 -0.1 0.3 0.2 0.6 0.6 0.7 14 0.9 2.0 0.6 1.2
Index of Industrial Production (2010=100) 98.3 97.1 97.5 97.3 98.3 99.3 1005 102.0 97.5 100.0 98.1 98.8

Qlg %; yly % -1.4 -1.2 0.5 -0.3 1.0 1.0 1.2 15 -1.0 2.5 -0.9 0.7
Index of Tertiary Industry Activity (2005=100) 103.1 103.2 1035 103.8 104.3 1048 1054 106.9| 1034 105.3| 103.3 104.6

Qlg %; yly % -0.2 0.1 0.3 0.3 0.4 0.5 0.6 1.4 1.3 1.9 1.0 1.3

Corporate Goods Price Index components (2010=100)

Domestic Company Goods Price Index 103.7 102.7 1027 103.1 1034 103.6 1039 104.1f 103.0 103.8| 103.1 1035

Yy % 2.2 -3.6 -2.3 -0.3 -0.3 0.9 11 1.0 2.1 0.7 -1.9 0.4

CPI (excl. fresh food; 2010=100) 1034 1034 1035 103.3 1039 1044 1047 104.6| 1034 104.4| 1033 104.1
Yy % 0.1 -0.1 0.1 0.6 0.5 0.9 1.2 1.3 0.2 1.0 0.6 0.8
Unemployment rate (%) 3.3 34 3.3 3.3 3.2 3.2 3.2 3.1 3.3 3.2 34 3.2
Call rate (end-period; %) 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10
Government bond yield (10 year; %) 0.40 0.38 0.31 0.32 0.33 0.34 0.36 0.37 0.35 0.35 0.35 0.34
Money stock; M2 (yly %) 3.9 4.0 3.5 3.6 3.8 3.9 4.2 4.1 3.7 4.0 3.7 3.9
Trade balance (SAAR,; Y tril) -0.9 -0.7 -0.7 -0.5 -0.6 -0.7 -0.8 2.1 -0.7 -1.0 -0.5 -0.6
Current balance (SAAR; $100 mil) 1390 1441 1464 1439 1468 1480 1487 1371 1433 1452| 1398 1469
Current balance (SAAR; Y tril) 16.9 17.6 17.9 18.0 18.3 18.5 18.6 17.1 17.8 18.4 17.0 18.4
(% of nominal GDP) 3.4 35 3.6 3.6 3.6 3.6 3.6 3.3 3.6 3.6 3.4 3.6
Exchange rate (Y/$) 1214 1222 122.0 125.0 1250 1250 125.0 125.0f 1226 125.0f 121.2 1250
(Y/Euro) 135.0 1356 131.8 130.0 1300 130.0 130.0 130.0/ 133.1 130.0f 133.8 130.0

Source: Compiled by DIR.
Notes: 1) Quarterly figures (excl. y/y %) seasonally adjusted, other unadjusted.
2) Index of All-Industry Activity Index: excl. agriculture, forestry, and fisheries.

3) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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2.1 Real Gross Domestic Expenditure (chained [2005]; Y tril

2013 2014 2015 FY CcY
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 2013 2014 | 2013 2014

Gross domestic expenditure 526.4 529.0 528.1 5346 5246 521.0 5233 529.0/ 529.8 524.7| 526.3 526.1
Qlq %, SAAR 3.1 2.0 -0.7 5.0 -7.2 -2.8 1.8 4.4

Yly % 1.1 2.0 2.1 2.7 -0.3 -15 -1.0 -1.1 2.0 -1.0 1.4 -0.0

Domestic demand 5174 5215 523.1 531.0 516.1 512.6 513.3 5186| 523.6 515.3| 518.6 5184
Qlq %, SAAR 3.2 33 1.2 6.1 -10.8 2.7 0.6 4.2

Yly % 1.3 2.0 25 3.9 -0.3 -1.7 -1.9 -2.3 2.4 -1.6 1.6 -0.0

Private demand 393.6 396.7 398.2 4066 3925 3884 3889 3944 399.1 391.2| 394.7 3942
Qlq %, SAAR 25 3.2 15 8.7 -13.2 -4.2 0.5 5.8

Yly % 0.9 15 2.0 4.6 -0.3 2.1 -25 -3.0 2.2 -2.0 1.3 -0.1

Final consumption 313.7 3147 3143 3215 306.2 306.2 307.3 308.2( 316.2 307.1| 313.2 3104
Q/q %, SAAR 4.0 1.3 -0.5 9.5 -17.8 0.0 1.4 1.2

Yly % 1.4 1.9 1.9 3.9 -25 2.7 21 -4.2 2.3 -2.9 1.7 -0.9

Residential investment 14.1 14.7 15.2 15.5 13.8 12.9 12.8 13.1 14.9 13.1 14.5 13.7
Qlq %, SAAR 5.7 18.0 12.3 8.8 -35.9 -24.8 2.7 8.0

YIy % 6.2 7.8 9.7 11.3 2.1 -12.5 -15.6 -15.5 8.8 -11.7 8.4 -5.3

Non-residential investment 69.2 69.4 70.2 73.3 70.3 70.0 70.1 72.1 70.7 70.7 68.8 71.0
Qlq %, SAAR 12.4 1.3 4.6 19.0 -154 -1.7 0.9 114

YIy % -0.9 0.2 1.8 9.6 15 0.6 -0.2 -1.3 3.0 0.1 -0.5 3.1

Change in inventories -3.3 2.1 -1.4 -3.7 2.2 -0.7 -14 1.0 -2.6 0.2 -1.9 -0.9

Public demand 123.7 1248 1249 1243 1235 1242 1244 1242 1245 124.1| 1240 1243
Qlq %, SAAR 55 3.6 0.2 -1.7 -2.6 2.2 0.6 -0.6

Yly % 2.6 3.8 4.2 1.8 -0.2 -04 -0.3 -0.4 3.1 -0.3 2.9 0.2

Government final consumption 102.1 1022 1022 102.1 1018 1021 1025 102.7) 1022 102.3] 102.0 102.2
Q/q %, SAAR 2.7 0.2 0.0 -0.5 -0.9 0.9 15 0.9

Yly % 25 2.0 14 0.6 -0.3 -0.2 0.3 0.6 1.6 0.1 1.9 0.1

Fixed investment 21.6 22.7 22.6 22.2 21.7 22.0 21.9 215 224 21.8 22.0 22.0
Q/q %, SAAR 17.6 221 -0.8 -7.0 -9.7 6.5 -1.9 -7.8

Yly % 3.6 14.1 16.1 6.5 -0.1 -2.6 -2.6 -4.3 10.3 -2.6 8.0 0.4

Change ininventories -0.0 -0.1 0.0 0.0 0.0 0.1 0.0 0.1 0.0 0.1 -0.0 0.0

Net exports of goods and services 9.6 7.9 5.8 5.9 9.8 104 12.4 12.8 7.3 11.3 8.1 9.6

Exports of goods and services 84.0 83.8 83.6 88.5 88.8 90.2 92.8 94.6 85.0 91.7 83.2 90.1
Q/q %, SAAR 13.8 -1.3 -0.6 255 15 6.5 12.0 8.0

Yly % -0.6 2.6 6.8 9.1 55 7.5 11.2 7.1 4.4 7.8 1.2 8.3

Imports of goods and services 74.5 75.8 77.9 82.6 79.0 79.8 80.5 81.9 7.7 80.3 75.1 80.5
Q/q %, SAAR 13.0 7.5 11.3 26.3 -16.2 4.3 3.2 7.1

Yly % 0.5 29 8.8 14.7 5.9 5.1 3.6 -0.6 6.7 3.3 3.1 7.2

Source: Compiled by DIR.

Notes: 1) Subtotals by demand (domestic demand, private demand, and public demand) are simple aggregates of respective components,
which differ from figures released by the government.

2) Yly growth rates and FY and CY figures unadjusted; other seasonally adjusted.

3) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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2.2 Real Gross Domestic Expenditure (chained [2005]; Y tril

2015 2016 2017 FY CcY
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 2015 2016 2015 2016
(E) (E) (E) (E) (E) (B (E) (E) (E) (E)

Gross domestic expenditure 528.3 529.7 530.1 531.6 533.7 5364 5389 5425 530.1 538.1| 5295 5354
Q/q %, SAAR -0.5 1.0 0.3 1.2 1.6 2.0 1.9 2.7

Yly % 0.7 1.6 1.3 0.5 1.0 1.3 1.6 2.0 1.0 1.5 0.6 1.1

Domestic demand 5189 519.7 5200 5214 5231 5256 5280 532.6] 520.1 527.5| 5194 5246
Qlq %, SAAR 0.2 0.6 0.3 1.1 1.3 1.9 1.8 3.6

Yly % 0.5 1.3 13 0.5 0.8 1.2 14 2.2 0.9 1.4 0.2 1.0

Private demand 3936 3944 3950 396.3 3979 4003 4024 406.8 395.0 402.0/ 3945 399.2
Q/q %, SAAR -0.8 0.9 0.6 1.3 1.6 2.4 2.1 45

Yy % 0.3 15 1.6 0.5 1.0 15 1.8 2.8 1.0 1.8 0.1 1.2

Final consumption 306.5 307.7 3085 309.2 309.7 3106 3119 316.6/ 308.0 312.2| 307.7 3104
Q/q %, SAAR 2.1 15 1.0 1.0 0.6 11 1.7 6.1

Yly % 0.1 0.4 0.3 0.3 1.0 1.0 1.1 2.4 0.3 1.4 -0.9 0.9

Residential investment 13.4 13.7 13.9 14.0 14.2 14.6 14.9 15.0 13.7 14.7 135 14.4
Q/q %, SAAR 10.4 8.1 7.1 2.4 5.3 13.4 7.0 4.5

Yly % -3.3 5.8 8.5 6.9 5.7 7.0 6.9 7.5 4.5 6.8 -1.6 6.7

Non-residential investment 71.2 71.6 72.0 72.9 73.9 74.9 76.0 77.2 71.9 75.6 717 74.3
Q/q %, SAAR -4.9 2.3 2.4 5.3 55 5.6 5.7 7.0

Yy % 1.1 2.2 2.7 1.0 3.9 4.7 5.5 6.0 1.7 5.1 1.0 3.6

Change in inventories 25 1.5 0.7 0.2 0.2 0.2 -0.3 -2.0 1.3 -0.4 1.6 0.1

Public demand 1253 125.2 125.0 1251 1252 1254 1256 125.8| 125.1 1255 1249 1254
Qlq %, SAAR 3.5 -0.2 -0.8 0.3 0.4 0.5 0.7 0.7

Yly % 1.3 0.9 0.3 0.7 0.2 0.1 0.4 0.4 0.8 0.3 0.5 0.4

Government final consumption 103.1 103.4 103.7 1040 1044 104.7 1051 1055| 103.6 105.0f 103.3 104.6
Q/q %, SAAR 1.7 11 1.0 1.4 1.4 1.4 14 1.4

Yy % 1.3 13 1.2 1.3 1.2 1.3 14 1.4 1.3 1.3 1.1 1.3

Fixed investment 22.2 218 213 21.1 20.8 20.7 20.5 20.4 21.5 20.6 21.6 20.8
Q/q %, SAAR 13.7 -5.8 -9.2 -4.5 -4.5 -3.5 -2.8 -2.5

Yly % 2.0 -0.7 -3.0 -1.4 -5.9 -55 -3.7 -35 -11 -4.5 -1.9 -3.9

Change in inventories -0.0 -0.0 -0.0 -0.0 -0.0 -0.0 -0.0 -0.0 -0.0 -0.0 -0.0 -0.0

Net exports of goods and senvices 10.9 11.9 12.0 12.2 125 12.7 12.8 11.8 11.7 12.4 11.9 125

Exports of goods and services 90.6 93.0 93.8 94.9 96.1 97.4 98.8 100.2 93.0 98.1 93.0 96.8
Q/q %, SAAR -16.0 111 3.6 4.5 5.3 5.6 5.7 5.9

Yy % 1.8 3.0 1.0 0.2 6.2 4.8 5.3 5.7 15 5.5 3.2 4.1

Imports of goods and services 79.7 81.1 81.8 82.7 83.6 84.7 85.9 88.4 81.3 85.7 81.1 84.2
Qlq %, SAAR -10.1 7.0 3.6 4.5 4.5 5.3 5.9 12.1

Yly % 0.8 1.4 1.6 0.9 5.0 4.6 5.1 7.0 1.2 5.4 0.8 3.9

Source: Compiled by DIR.

Notes: 1) Subtotals by demand (domestic demand, private demand, and public demand) are simple aggregates of respective components,
which differ from figures released by the government.

2) Yly growth rates and FY and CY figures unadjusted; other seasonally adjusted.

3) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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3.1 Nominal Gross Domestic Expenditure (Y tril

2013 2014 2015 FY CcY
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 2013 2014 | 2013 2014
Gross domestic expenditure 4786 4813 4810 4874 488.1 4839 488.0 498.0| 4824 489.6| 479.1 4869
Qlq %, SAAR 1.9 2.3 -0.2 5.4 0.6 -34 34 8.4
Yly % 0.5 1.6 1.8 2.8 1.9 0.5 1.3 2.2 1.7 1.5 0.8 1.6
Domestic demand 489.7 4953 499.1 508.0 501.6 4984 499.9 503.6| 4984 5010/ 4927 502.1
Qlq %, SAAR 1.6 4.7 3.1 7.4 -5.0 -25 1.2 3.0
Yy % 1.0 25 3.2 4.7 2.4 0.6 0.1 -0.9 2.8 0.5 1.7 1.9
Private demand 368.6 3728 3765 3849 3777 3735 3748 378.7| 376.0 376.3| 371.0 377.8
Qlq %, SAAR 1.5 4.7 4.1 9.2 -7.3 -4.4 1.4 4.3
Yly % 0.4 2.0 2.8 55 25 0.2 -0.6 -1.6 2.7 0.1 1.3 1.8
Final consumption 2917 2935 2949 3021 2924 2927 294.0 2935 2957 293.2| 2923 2954
Qlq %, SAAR 3.0 24 1.9 10.2 -12.3 04 1.8 -0.7
Yy % 0.7 2.2 2.5 4.7 0.2 -0.3 -0.2 -2.9 25 -0.8 1.4 1.1
Residential investment 14.8 15.5 16.2 16.5 15.2 14.1 14.1 14.4 15.8 14.4 15.3 15.0
Qlq %, SAAR 10.4 20.7 17.0 9.7 -28.2 -25.7 2.2 9.2
Yly % 8.4 11.1 13.5 14.6 2.7 -9.0 -13.1 -13.0 12.0 -8.5 10.9 -2.0
Non-residential investment 65.6 66.1 67.0 70.1 67.6 67.6 68.0 70.0 67.4 68.4 65.4 68.4
Qlg %, SAAR 13.0 2.7 5.7 19.7 -13.2 -0.3 2.8 12.0
Yly % -0.5 1.4 3.1 10.6 3.0 2.0 1.4 0.2 3.9 1.6 0.3 45
Change in inventories -3.6 -2.3 -1.5 -3.8 25 -0.9 -1.4 0.8 -2.8 0.2 -2.0 -1.0
Public demand 1211 1225 1226 1231 1239 1249 1251 1249| 1224 124.7| 1217 1243
Qlq %, SAAR 2.0 4.8 0.1 1.8 25 34 0.6 -0.6
Yly % 2.6 4.3 4.2 2.4 2.1 2.1 2.1 1.3 3.4 1.9 3.0 2.2
Government final consumption 98.6 98.9 98.5 994 1004 100.8 101.2 1014 98.8 101.0 98.7 1004
Qlg %, SAAR -1.7 1.1 -1.3 3.4 4.2 1.5 1.9 0.7
Yy % 2.3 1.9 0.9 0.4 1.9 1.9 2.7 2.1 14 2.2 1.6 1.7
Fixed investment 225 23.8 24.0 23.7 23.4 24.0 23.8 23.4 23.6 23.7 23.0 23.8
Qlg %, SAAR 16.5 25.2 3.6 -4.6 -4.5 9.8 2.1 -7.1
Yly % 4.6 16.1 18.8 8.8 3.8 1.2 0.1 -1.9 124 0.4 9.5 34
Change in inventories 0.0 -0.1 0.1 0.1 0.1 0.2 0.0 0.1 0.0 0.1 -0.0 0.1
Net exports of goods and services -11.1 -14.0 -18.1 -20.6 -13.5 -14.5 -11.9 5.7 -15.9 -11.3| -136 -151
Exports of goods and services 78.2 78.9 79.1 83.4 83.9 86.6 914 91.2 80.0 88.4 77.6 86.4
Qlg %, SAAR 25.1 3.8 1.0 235 25 13.2 245 -1.2
Yly % 8.5 14.1 17.8 13.2 6.6 9.6 16.3 9.3 13.3 10.5 10.8 114
Imports of goods and services 89.2 92.9 97.2 104.0 974 101.0 103.3 96.8 95.9 99.7 912 1015
Q/q %, SAAR 20.3 17.4 19.8 31.2 -23.1 15.8 9.3 -22.9
Yly % 10.3 17.9 245 22.2 8.6 8.7 6.9 -7.1 18.8 3.9 15.2 114

Source: Compiled by DIR.
Notes: 1)Y/y growth rates and FY and CY figures unadjusted; other seasonally adjusted.

2) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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3.2 Nominal Gross Domestic Expenditure (Y tril

2015 2016 2017 FY CcY
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 2015 2016 | 2015 2016
(E) (] (E) (E) E) (E) (E) (E) (E) E)
Gross domestic expenditure 498.7 500.7 501.3 503.1 505.7 509.2 5124 516.4| 5012 511.1| 4999 507.8
Q/q %, SAAR 0.6 1.6 0.5 14 2.1 2.8 2.6 3.1
Yly % 2.1 3.5 2.8 1.0 1.4 1.7 2.2 2.7 2.4 2.0 2.7 1.6
Domestic demand 504.1 5054 506.2 5082 510.8 5145 518.0 523.6{ 506.1 516.9| 5049 5129
Qlq %, SAAR 0.4 1.1 0.6 1.6 2.1 29 2.7 4.5
Yly % 0.5 1.4 1.2 0.9 1.3 1.8 2.2 3.2 1.0 2.1 0.6 1.6
Private demand 378.6 379.8 380.8 3825 3849 3882 391.3 396.6/ 380.6 390.4| 379.6 386.7
Qlq %, SAAR -0.1 1.4 1.0 1.8 25 35 3.2 55
Yly % 0.3 1.6 1.6 1.1 1.5 2.2 2.7 3.9 1.2 2.6 0.5 1.9
Final consumption 292.2 2935 2945 2955 296.5 298.0 300.0 305.3] 2939 300.0/ 2934 297.6
Qlq %, SAAR -1.8 1.7 1.4 1.4 1.3 2.1 2.7 7.2
Yy % 0.0 0.2 0.1 0.7 1.4 1.6 1.9 3.3 0.2 2.1 -0.7 1.4
Residential investment 14.7 15.0 15.3 154 15.7 16.2 16.5 16.8 15.1 16.3 14.8 16.0
Q/q %, SAAR 9.2 8.0 8.2 35 6.5 15.1 8.5 6.0
Yly % -3.4 5.9 8.7 7.1 6.5 8.2 8.3 9.0 4.6 8.0 -0.8 7.6
Non-residential investment 69.3 69.8 70.3 71.4 725 73.7 75.0 76.6 70.2 74.6 69.9 73.1
Q/q %, SAAR -3.9 3.1 2.8 6.1 6.7 6.9 7.2 8.6
Yy % 2.3 3.3 3.4 1.8 4.8 5.7 6.7 7.4 2.7 6.2 2.2 4.6
Change in inventories 2.4 1.6 0.7 0.2 0.2 0.2 -0.3 -2.0 1.3 -0.5 1.5 0.1
Public demand 1255 1256 1254 1257 1259 1263 126.6 127.0f 1255 126.5| 1253 126.2
Qlq %, SAAR 1.9 0.2 -0.5 0.8 0.8 1.0 1.2 1.3
Yly % 1.2 0.5 0.2 0.6 0.7 0.5 0.9 0.9 0.6 0.8 0.8 0.7
Government final consumption 1014 101.8 1021 102.6 103.0 1035 1039 1044 1020 103.7| 101.7 103.3
Qlq %, SAAR -0.1 1.5 1.4 1.8 1.8 1.8 1.8 1.8
Yly % 1.0 1.0 0.9 1.1 1.6 1.7 1.8 1.8 1.0 1.7 1.2 1.6
Fixed investment 241 23.8 233 231 22.9 22.8 22.7 22.7 235 22.8 23.6 229
Qlq %, SAAR 12.5 -4.5 -8.2 -34 -3.3 2.2 -1.4 -1.1
Yly % 2.8 -0.5 -2.4 -0.8 -4.8 -4.3 2.4 -2.2 -0.5 -3.2 -0.9 -2.9
Change in inventories 0.0 -0.0 -0.0 -0.0 -0.0 -0.0 -0.0 -0.0 -0.0 -0.0 0.0 -0.0
Net exports of goods and services -5.4 -4.8 -4.9 5.1 5.1 -5.3 -5.5 -7.2 -5.0 -5.8 -5.2 -5.3
Exports of goods and services 88.6 90.4 91.2 92.2 934 94.7 96.0 97.4 90.5 95.3 90.3 94.0
Q/q %, SAAR -10.8 8.3 3.6 4.5 5.3 5.6 5.7 5.9
Yly % 49 4.7 -0.6 11 5.7 4.6 54 5.6 2.4 5.3 45 4.2
Imports of goods and services 93.9 95.1 96.1 97.3 98.5 99.9 1015 104.6 956 1011 954 99.3
Qlq %, SAAR -11.3 51 4.2 5.1 5.1 5.9 6.5 12.7
Yly % -3.8 -5.9 -7.2 0.6 5.0 5.1 58 7.5 -4.2 5.8 -6.0 4.1
Source: Compiled by DIR.
Notes: 1)Y/y growth rates and FY and CY figures unadjusted; other seasonally adjusted.
2) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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4.1 Gross Domestic Expenditure, Implicit Deflators (2005=100

2013 2014 2015 FY CY
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 2013 2014 | 2013 2014

Gross domestic expenditure 90.9 91.0 91.1 91.2 93.0 92.9 93.2 94.1 91.1 93.3 91.0 92.6

Q/q %, SAAR -0.3 0.1 0.1 0.1 2.0 -0.2 0.4 0.9

Yly % -0.6 -0.3 -0.3 0.1 2.2 2.0 2.3 3.3 -0.3 25 -0.6 1.7
Private final consumption 93.0 93.3 93.8 94.0 95.5 95.6 95.7 95.2 935 95.5 93.3 95.2

Qlq %, SAAR -0.2 0.3 0.6 0.2 1.6 0.1 0.1 -0.5

Yly % -0.7 0.3 0.6 0.8 2.7 25 2.0 1.3 0.3 2.1 -0.2 2.0
Private residential investment 104.9 1056 106.7 1069 1100 109.7 109.8 110.1f 106.0 109.9| 105.3 109.0

Qlq %, SAAR 1.1 0.6 1.0 0.2 29 -0.3 0.1 0.3

Yly % 21 3.1 34 29 4.9 3.9 2.9 2.9 29 3.6 2.3 3.5
Private non-residential investment 94.9 95.2 954 95.6 96.2 96.5 97.0 97.1 95.3 96.7 95.1 96.3

Qlq %, SAAR 0.1 0.3 0.3 0.2 0.6 0.4 0.5 0.1

Yly % 0.4 1.2 13 0.9 1.4 1.4 1.6 1.6 1.0 1.5 0.8 1.3
Government final consumption 96.5 96.7 96.4 97.3 98.6 98.7 98.8 98.8 96.7 98.7 96.7 98.3

Q/q %, SAAR -1.1 0.2 -0.3 1.0 1.3 0.1 0.1 -0.1

Yly % -0.2 -0.0 -0.5 -0.1 21 2.1 2.4 15 -0.2 2.0 -0.2 1.6
Public fixed investment 104.0 104.7 1058 1065 108.0 108.8 108.8 109.0/ 1054 108.7 104.8 107.9

Q/q %, SAAR -0.2 0.6 11 0.6 1.4 0.8 -0.1 0.2

Yly % 0.9 1.7 2.3 2.1 39 3.9 2.7 2.5 1.9 3.1 1.4 3.0
Exports of goods and services 93.0 94.2 94.6 94.2 94.4 95.9 98.5 96.3 94.1 96.4 93.2 95.9

Qlq %, SAAR 24 1.3 0.4 -04 0.2 1.5 2.7 -2.2

Yly % 9.1 11.1 10.3 3.8 1.0 1.9 4.6 2.1 85 2.4 9.5 2.8
Imports of goods and services 119.8 1225 1248 126.0 123.3 126.5 1284 1182 1234 124.1| 1214 126.2

Qlq %, SAAR 1.6 2.2 1.9 1.0 2.1 2.6 1.4 -7.9

Yly % 9.8 14.6 14.4 6.5 2.6 34 3.3 -6.5 11.3 0.6 11.7 3.9
Source: Compiled by DIR.
Notes: 1) Y/y growth rates and FY and CY figures unadjusted; other seasonally adjusted.

2) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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4.2 Gross Domestic Expenditure, Implicit Deflators (2005=100

2015 2016 2017 FY cY
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 2015 2016 | 2015 2016
(E) (E) () (E) () (E) (E) (E) (E) (E)

Gross domestic expenditure 94.4 945 94.6 94.6 94.8 94.9 95.1 95.2 945 95.0 94.4 94.9

Qlq %, SAAR 0.3 0.1 0.0 0.1 0.1 0.2 0.2 0.1

Yly % 1.5 1.8 1.4 0.5 04 04 0.5 0.6 1.3 0.5 2.0 0.5
Private final consumption 95.3 954 955 95.6 95.7 96.0 96.2 96.4 95.4 96.1 95.4 95.9

Qlq %, SAAR 0.1 0.1 0.1 0.1 0.2 0.2 0.2 0.2

Yly % -0.1 -0.2 -0.2 04 04 0.6 0.8 0.9 -0.0 0.7 0.2 0.5
Private residential investment 109.8 1098 1100 1103 1106 1110 1114 111.8] 1100 111.2| 1099 1109

Qlq %, SAAR -0.3 -0.0 0.2 0.3 0.3 04 0.4 0.4

Yly % -0.1 0.1 0.2 0.2 0.7 1.1 1.3 1.4 0.1 1.1 0.9 0.8
Private non-residential investment 97.4 97.6 97.7 97.9 98.1 98.5 98.8 99.2 97.6 98.7 97.4 98.3

Qlq %, SAAR 0.3 0.2 0.1 0.2 0.3 0.3 0.3 0.4

Yly % 1.2 1.1 0.7 0.8 0.8 0.9 1.1 1.3 0.9 1.0 1.2 0.9
Government final consumption 98.3 98.4 98.5 98.6 98.7 98.8 98.9 99.0 98.4 98.8 98.5 98.7

Qlq %, SAAR -04 0.1 0.1 0.1 0.1 0.1 0.1 0.1

Yly % -0.3 -0.3 -0.3 -0.2 0.4 0.4 0.4 0.4 -0.3 0.4 0.1 0.3
Public fixed investment 108.7 1091 1094 109.7 1101 1104 1108 111.2|f 109.3 110.7| 109.1 1103

Qlq %, SAAR -0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.4

Yly % 0.8 0.2 0.6 0.6 1.2 1.3 1.3 1.4 0.5 1.3 11 1.1
Exports of goods and services 97.8 97.2 97.2 97.2 97.2 97.2 97.2 97.2 97.3 97.2 97.1 97.2

Qlq %, SAAR 1.5 -0.6 0.0 0.0 0.0 0.0 0.0 -0.0

Yly % 3.1 1.6 -1.5 1.0 -04 -0.2 0.1 -0.0 1.0 -0.1 1.2 0.1
Imports of goods and services 1178 1173 1175 1176 1178 1180 1181 1183 1176 118.1| 117.7 1179

Qlq %, SAAR -0.3 -0.5 0.1 0.1 0.1 0.1 0.1 0.1

Yly % -45 -7.2 -8.7 -0.3 0.0 0.5 0.7 0.5 -5.3 0.4 -6.7 0.2

Source: Compiled by DIR.
Notes: 1) Y/y growth rates and FY and CY figures unadjusted; other seasonally adjusted.

2) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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5.1 Contribution to Real GDP Growth by Component

2013 2014 2015 FY CY
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 2013 2014 | 2013 2014
1) Qlq %
GDP growth rate 0.8 0.5 -0.2 1.2 -1.9 -0.7 0.5 1.1 2.0 -1.0 14 -0.0
Domestic demand 0.8 0.9 0.3 1.5 -2.8 -0.7 0.1 1.1 25 -1.6 1.7 -0.0
Private demand 0.4 0.6 0.3 1.6 -2.6 -0.9 0.1 1.1 1.7 -15 1.0 -0.1
Private consumption 0.6 0.2 -0.1 1.4 2.9 0.0 0.2 0.2 1.4 -1.8 1.0 -0.5
Residential investment 0.0 0.1 0.1 0.1 -0.4 -0.2 -0.0 0.1 0.3 -04 0.2 -0.2
Private fixed investment 0.4 0.0 0.2 0.6 -0.6 -0.1 0.0 0.4 0.4 0.0 -0.1 0.4
Change in private inventories -0.6 0.3 0.1 -0.5 1.2 -0.6 -0.1 0.5 -0.3 0.6 -0.2 0.2
Public demand 0.4 0.2 0.0 -0.1 -0.2 0.2 0.0 -0.0 0.8 -0.1 0.7 0.1
Government final consumption 0.1 0.0 0.0 -0.0 -0.0 0.0 0.1 0.0 0.3 0.0 0.4 0.0
Public fixed investment 0.2 0.2 -0.0 -0.1 -0.1 0.1 -0.0 -0.1 0.5 -0.1 0.4 0.0
Change in public inventories 0.0 -0.0 0.0 -0.0 -0.0 0.0 -0.0 0.0 0.0 0.0 -0.0 0.0
Net exports of goods and services 0.0 -0.4 -0.5 -0.2 0.9 0.1 0.3 0.0 -0.5 0.6 -0.3 0.0
Exports of goods and services 0.5 -0.1 -0.0 0.9 0.1 0.3 0.5 0.4 0.7 1.3 0.2 1.3
Imports of goods and services -0.5 -0.3 -0.5 -1.2 0.9 -0.2 -0.2 -0.4 -1.2 -0.7 -0.5 -1.4
2) Yl %
GDP growth rate 11 2.0 2.1 2.7 -0.3 -15 -1.0 -1.1 2.0 -1.0 1.4 -0.0
Domestic demand 13 2.1 2.6 3.9 -0.2 -1.7 -2.0 -2.3 25 -1.6 1.7 -0.0
Private demand 0.6 11 15 3.4 -0.1 -1.6 -1.9 -2.2 1.7 -1.5 1.0 -0.1
Private consumption 0.8 1.2 1.2 2.3 -15 -1.7 -1.3 -2.6 1.4 -1.8 1.0 -05
Residential investment 0.2 0.2 0.3 0.3 -0.1 -0.4 -0.5 -0.5 0.3 -04 0.2 -0.2
Private fixed investment -0.1 0.0 0.2 1.5 0.2 0.1 -0.0 -0.2 0.4 0.0 -0.1 0.4
Change in private inventories -0.2 -0.3 -0.2 -0.7 1.3 0.4 -0.1 1.0 -0.3 0.6 -0.2 0.2
Public demand 0.6 0.9 11 0.5 -0.1 -0.1 -0.1 -0.1 0.8 -0.1 0.7 0.1
Government final consumption 05 0.4 0.3 0.1 -0.1 -0.0 0.1 0.1 0.3 0.0 0.4 0.0
Public fixed investment 0.1 0.6 0.8 0.4 -0.0 -0.1 -0.1 -0.2 0.5 -0.1 0.4 0.0
Change in public inventories -0.0 -0.0 0.0 0.1 0.0 0.1 -0.0 0.0 0.0 0.0 -0.0 0.0
Net exports of goods and services -0.2 -0.1 -0.5 -1.3 -0.2 0.3 1.1 1.3 -0.5 0.6 -0.3 0.0
Exports of goods and services -0.1 0.4 0.9 1.4 0.9 1.2 1.8 1.2 0.7 1.3 0.2 1.3
Imports of goods and services -0.1 -0.5 -1.4 2.7 -1.1 -1.0 -0.7 0.1 -1.2 -0.7 -0.5 -1.4

Source: Compiled by DIR.
Notes: 1) Q/g growth rates seasonally adjusted; y/y growth rates and FY and CY figures unadjusted.

2) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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5.2 Contribution to Real GDP Growth by Component

2015 2016 2017 FY CcY
4-6 7-9 10-12 1-3 4-6 79 10-12 1-3 2015 2016 2015 2016
B B (B (B B B (E) E) E) B
1) Qlq %
GDP growth rate -0.1 0.3 0.1 0.3 0.4 0.5 0.5 0.7 1.0 1.5 0.6 11
Domestic demand 0.1 0.1 0.1 0.3 0.3 0.5 0.4 0.9 0.9 1.4 0.2 1.1
Private demand -0.1 0.2 0.1 0.2 0.3 0.4 0.4 0.8 0.7 1.3 0.1 1.0
Private consumption -0.3 0.2 0.1 0.1 0.1 0.2 0.2 0.9 0.2 0.8 -0.5 0.5
Residential investment 0.1 0.1 0.0 0.0 0.0 0.1 0.0 0.0 0.1 0.2 -0.1 0.2
Private fixed investment -0.2 0.1 0.1 0.2 0.2 0.2 0.2 0.2 0.2 0.7 0.1 0.5
Change in private inventories 0.3 -0.2 -0.2 -0.1 0.0 0.0 -0.1 -0.3 0.2 -0.3 0.5 -0.3
Public demand 0.2 -0.0 -0.0 0.0 0.0 0.0 0.0 0.0 0.2 0.1 0.1 0.1
Government final consumption 0.1 0.1 0.0 0.1 0.1 0.1 0.1 0.1 0.2 0.3 0.2 0.3
Public fixed investment 0.2 -0.1 -0.1 -0.0 -0.0 -0.0 -0.0 -0.0 -0.0 -0.2 -0.1 -0.2
Change in public inventories -0.0 -0.0 0.0 0.0 0.0 0.0 0.0 0.0 -0.0 -0.0 0.0 0.0
Net exports of goods and services -0.2 0.1 0.0 0.0 0.1 0.0 0.0 -0.2 0.1 0.1 0.4 -0.0
Exports of goods and services -0.8 0.5 0.2 0.2 0.2 0.2 0.3 0.3 0.3 1.0 0.6 0.7
Imports of goods and services 0.6 -0.4 -0.1 -0.2 -0.2 -0.2 -0.2 -0.5 -0.2 -0.8 -0.2 -0.7
2) Yly %
GDP growth rate 0.7 1.6 1.3 0.5 1.0 1.3 1.6 2.0 1.0 15 0.6 11
Domestic demand 0.5 14 1.2 0.5 0.8 1.2 1.4 2.2 0.9 1.4 0.2 11
Private demand 0.2 1.2 1.2 0.4 0.8 1.1 1.3 2.1 0.7 1.3 0.1 1.0
Private consumption 0.1 0.2 0.2 0.2 0.6 0.6 0.7 1.4 0.2 0.8 -0.5 0.5
Residential investment -0.1 0.2 0.2 0.2 0.1 0.2 0.2 0.2 0.1 0.2 -0.1 0.2
Private fixed investment 0.1 0.3 0.3 0.2 0.5 0.6 0.7 0.9 0.2 0.7 0.1 0.5
Change in private inventories 0.1 0.5 0.4 -0.2 -0.5 -0.3 -0.2 -0.4 0.2 -0.3 0.5 -0.3
Public demand 0.3 0.2 0.1 0.2 0.1 0.0 0.1 0.1 0.2 0.1 0.1 0.1
Government final consumption 0.3 0.3 0.2 0.3 0.2 0.2 0.3 0.3 0.2 0.3 0.2 0.3
Public fixed investment 0.1 -0.0 -0.1 -0.1 -0.2 -0.2 -0.2 -0.2 -0.0 -0.2 -0.1 -0.2
Change in public inventories -0.0 -0.0 -0.0 -0.0 -0.0 -0.0 -0.0 0.0 -0.0 -0.0 0.0 0.0
Net exports of goods and services 0.2 0.2 -0.1 -0.1 0.3 0.1 0.1 -0.1 0.1 0.1 0.4 -0.0
Exports of goods and services 0.3 0.5 0.2 0.0 1.1 0.8 0.9 1.0 0.3 1.0 0.6 0.7
Imports of goods and services -0.2 -0.3 -0.2 -0.1 -0.8 -0.7 -0.8 -1.1 -0.2 -0.8 -0.2 -0.7
Source: Compiled by DIR.
Notes: 1) Q/g growth rates seasonally adjusted; y/y growth rates and FY and CY figures unadjusted.
2) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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6.1 Major Assumptions

2013 2014 2015 FY CcYy
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 2013 2014 | 2013 2014

1) World economy

Economic growth of major trading partners

Yy % 2.8 3.1 3.4 3.2 3.3 3.5 3.2 3.4 3.1 3.4 3.0 3.3
Crude oil price (WTl futures; $/bbl) 942 1058 97.6 98.6 103.0 97.2 73.2 48.6 99.1 80.5| 98.0 929
Yiy % 0.9 14.8 10.6 4.5 9.4 -8.1 -25.0 -50.7 7.6 -18.7 4.1 5.2

2) US economy

Real GDP (chained [2009]; $ bil; SAAR) 15,500 15,614 15,762 15,725 15,902 16,069 16,151 16,177 15,650 16,075|15,583 15,962
Qlq %, SAAR 1.1 3.0 3.8 -0.9 4.6 4.3 21 0.6
Yly % 0.9 1.5 25 1.7 2.6 29 25 29 1.7 2.7 1.5 24
Consumer Price Index
(1982-84 avg=100) 2321 2334 2342 2354 236.8 2375 237.0 2352 233.8 236.7| 233.0 236.7
Qlq %, SAAR -0.1 2.3 1.4 2.1 2.4 1.2 -0.9 -3.1
Yly % 1.4 1.6 1.2 1.4 2.1 1.8 1.2 -0.1 1.4 1.3 15 1.6
Producer Price Index
(Final demand; 2009.Nov=100) 108.7 109.3 109.7 1103 1109 1113 1111 109.7 109.5 110.8| 109.2 1109
Qlq %, SAAR -0.1 2.2 1.3 2.3 2.2 1.2 -0.6 -4.8
Yly % 1.2 1.6 1.2 1.3 1.9 1.8 1.2 -0.5 1.3 1.1 1.4 1.6
FF rate (%) 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
(Target rate for the forecast period, end-period)
Government bond yield (10 year; %) 2.00 2.71 2.75 2.76 2.62 2.50 2.28 1.97 2.55 2.34 2.35 2.54

3) Japanese economy
Nominal government final consumption

Y tril; SAAR 98.6 98.9 98.5 99.4 1004 100.8 101.2 1014 98.8 101.0 98.7 100.4
Qlq %, SAAR -1.7 1.1 -1.3 3.4 4.2 1.5 1.9 0.7
Yly % 2.3 1.9 0.9 0.4 1.9 1.9 2.7 2.1 1.4 2.2 1.6 1.7
Nominal public fixed investment
Y tril; SAAR 225 23.8 24.0 23.7 234 24.0 23.8 23.4 23.6 23.7 23.0 23.8
Qlg %, SAAR 16.5 25.2 3.6 -4.6 -45 9.8 -2.1 -7.1
Yly % 4.6 16.1 18.8 8.8 3.8 1.2 0.1 -1.9 12.4 0.4 9.5 3.4
Exchange rate (Y/$) 98.8 989 1004 102.8 102.1 1039 1145 119.1| 100.2 109.9 97.6 105.8
(YE) 129.6 130.7 1399 1403 1395 1378 1438 132.6| 1351 138.4| 130.6 1403
Call rate (end-period; %) 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10

Source: Compiled by DIR.
Notes: 1) Japanese consumption tax hike expected in April 2017.

2) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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6.2 Major Assumptions

2015 2016 2017 FY cY
4-6 79 1012 13 4-6 799 1012 13 | 2015 2016 | 2015 2016
O] O] O] O] O] O] O] E) ® ©®

1) World economy

Economic growth of major trading partners

Yly % 3.1 2.8 2.8 3.0 3.2 3.2 3.3 3.3 2.9 3.2 3.0 3.2
Crude oil price (WTl futures; $/bbl) 57.8 46.5 42.4 42.9 43.4 43.9 44.5 45.0 47.4 442| 488 437
Yly % -43.9 -52.2 -42.1 -11.7 -24.9 -5.5 5.0 4.9 -41.1 -6.7| -475 -10.5

2) US economy

Real GDP (chained [2009]; $ bil; SAAR) 16,334 16,418 16,519 16,622 16,733 16,848 16,956 17,060| 16,473 16,900|16,362 16,790
Q/q %, SAAR 3.9 21 2.5 2.5 2.7 2.8 2.6 25
Yly % 2.7 2.2 2.3 2.7 2.4 2.6 2.6 2.6 2.5 2.6 25 2.6
Consumer Price Index
(1982-84 avg=100) 236.9 2379 2384 239.2 2404 242.0 243.1 2442 238.1 242.4| 237.1 2412
Q/q %, SAAR 3.0 1.6 0.9 1.3 2.2 2.6 1.9 1.8
Yly % -0.0 0.1 0.6 1.7 1.5 1.7 2.0 2.1 0.6 1.8 0.1 1.7
Producer Price Index
(Final demand; 2009.Nov=100) 110.0 110.3 109.6 1100 1105 1111 1116 1120 110.0 111.3| 109.9 110.8
Qlq %, SAAR 1.1 1.0 2.4 1.2 1.9 2.2 1.7 1.6
Yly % -0.8 -0.9 -1.3 0.2 0.4 0.7 1.8 1.8 -0.7 1.2 -0.9 0.8
FF rate (%) 0.25 0.25 0.50 0.75 1.00 1.25 1.50 1.75 0.75 1.75 0.50 1.50
(Target rate for the forecast period, end-period)
Government bond yield (10 year; %) 2.17 2.22 2.27 2.58 2.76 291 3.12 3.31 2.31 3.03 2.16 2.84

3) Japanese economy
Nominal government final consumption

Y tril; SAAR 1014 1018 102.1 1026 103.0 1035 1039 1044 102.0 103.7| 101.7 103.3
Qlq %, SAAR -0.1 1.5 1.4 1.8 1.8 1.8 1.8 1.8
Yly % 1.0 1.0 0.9 1.1 1.6 1.7 1.8 1.8 1.0 1.7 1.2 1.6
Nominal public fixed investment
Y tril; SAAR 24.1 23.8 23.3 231 229 22.8 22.7 22.7 23.5 22.8 23.6 229
Qlq %, SAAR 12.5 -45 -8.2 -3.4 -3.3 -2.2 -1.4 -1.1
Yly % 2.8 -0.5 24 -0.8 -4.8 -4.3 2.4 -2.2 -0.5 -3.2 -0.9 -2.9
Exchange rate (Y/$) 121.4 1222 1220 125.0 125.0 125.0 125.0 125.0 122.6 125.0| 121.2 125.0
(YI€) 1350 1356 131.8 130.0 130.0 130.0 130.0 130.0 133.1 130.0| 133.8 130.0
Call rate (end-period; %) 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10

Source: Compiled by DIR.
Notes: 1) Japanese consumption tax hike expected in April 2017.

2) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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