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Issuance of the FY2018 - FY2021 “Japanese Economy Outlook”

(Tenth Issue, Q1 2018 GDP (2nd Preliminary), June 18, 2018 edition)
- New Fiscal Consolidation Target -

Tokyo (Monday, June 18, 2018) --- Shinsei Bank, Limited today announced its issuance of fiscal
year 2018 to fiscal year 2021 “Japanese Economy Outlook” (Tenth Issue, Q1 2018 GDP (2nd
Preliminary), June 18, 2018 edition).

/ighlights: I
B Japanese government decided new fiscal consolidation target in June under “no fiscal
consolidation without the economic recovery” policy.
B Government announced that new social security expenditure outlook by FY2040, which
may lead to social security debate in the future.
B |t is worth noting that the Japan’s social security expenditure has dropped in per capita

base.
B We believe that the further expansionary macroeconomic policy is required due to
\ staanation in price in Janan desnite the stable overseas economies. J

We examine new fiscal consolidation target in terms of (1) Primary balance (surplus) target, (2)
Numerical target for the social security, and (3) consumption tax rate.

The Japanese government announced (1) to extend primary balance target to FY2025, and (2) to
abolish the numerical target of the social security expenditure. We think that these are dovish
fiscal policies and appropriate for the current Japanese economy. However, we concern that (3)
the government is likely to increase consumption tax rate in October 2019 and to implement the
related economic policy as scheduled, but the effect of the policy is likely to be quite limited to
mitigate the negative impact from the rate hike.

Because the government announced the new social security expenditure outlook until FY2040,
the government could possibly launch the new social security debate in the future. Although the
total amount of social security expenditure has been increasing, it has dropped in per capita base.

Currently overseas economies show robust growth and central banks continue to increase their
policy rates. Although the external environment is quite positive for the Japanese economy, still
Japan’s inflation is weakening. We believe that the further expansionary policy may be required
under the current situation.
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Shinsei Bank is a leading diversified Japanese financial institution providing a full range of financial products and
services to both institutional and individual customers. The Bank has a network of outlets throughout Japan and is
committed in its pursuit of uncompromising levels of integrity and transparency in all of its activities in order to earn
the trust of its customers, staff and shareholders. The Bank is committed to delivering long-term profit growth and
increasing value for all its stakeholders. News and other information about Shinsei Bank is available at
http://www.shinseibank.com/corporate/en/index.html
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