Chart 1

From Abenomics to the Adoption of QOE

Abenomics (December 2012)
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The 2% price stability target and the
Joint Statement (January 2013)
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Introduction of QQE (April 2013)
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In order to overcome deflation early
and achieve sustainable economic
growth with price stability,
the Government and the Bank of Japan
will strengthen their policy coordination
and work together-. ..
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Chart 2

The Bank of Japan's Forward Guidance
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The First Forward Guidance Description
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The Bank will achieve the 2% target at the earliest

possible time with a time horizon of about two years.
"2 %, in about two years, doubling the amount outstanding of the
monetary base and JGB holdings . . ."
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The Second Forward Guidance Description

The Bank will continue with QQE, aiming to achieve the 2% target,
as long as necessary for maintainingitin a stable manner
(based on examining risks to economic activity and prices).
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The Bank of Japan's Outlook for Prices (CPI)
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Note: The circles in the chart indicate the median of the Policy Board members' forecasts (point estimates).

Source: Bank of Japan.

Chart 4

Forward Guidance: The Bank of Japan and Other Major Central Banks

* (2012) The low interest rate will be maintainedat least as long
as (1) the unemployment rate remains above 6.5%, (2) inflation
between one and two years ahead is projected to be no more
than 2.5%, and (3) longer-term inflation expectations continue
to be well anchored.

* (2013) Therate will likely be maintained even after the
unemployment rate declines below 6.5%, especially if projected
inflation continuesto run below the 2% goal.

* I(ggltii)lel'i/g)l(spfeocrtsé tnhg)z?é (ijr;tgrest_rates to remain at present or
period of time.

e (2013) (1) It will achieve the 2% price stability target at the
earliest possible time, with a time horizon of about two years.
(2) The monetary easing (QQE) will continue as long as
necessary for maintainingthe target in a stable manner.

* (2013) The interest rate will be maintained until the
unemploymentrate has fallen to 7%. Asset purchases may be
increased while the unemployment rate remains above 7%. Until
7% is reached, the stock of asset purchases will be maintained.

Note: The BOE provided further guidance in February 2014 on their action once the 7 percent threshold had been reached.
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Households' Recognition of the Bank of Japan's Monetary Policy

(1) Question: Do you know that the Bank of Japan has set the **price stability target' at
2 percent in terms of the year-on-year rate of change in the CP1?

B Know about it B Have read or heard of it, but do not know much about it ¥ Have never heard of it

(2) Question: Do you know that the Bank of Japan has embarked on a new phase of
monetary easing both in terms of quantity and quality (referred to as
""quantitative and qualitative monetary easing"*)?

B Know about it B Have read or heard of it, but do not know much about it © Have never heard of it

Source: Bank of Japan.



Chart 6

Households' Comments on the Price Rise
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Chart 7

Households' Long-Term Inflation Expectations
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Note: The responses exclude the effects of the consumption tax hikes from the June 2013 survey.
Source: Bank of Japan.
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Basis for the Households' Perception of the Price Levels (Sep. 2013)

Developments in gasoline prices

Developments in prices of frequently purchased items
such as foodstuffs

Media reports on individual prices of goods and services
and prices in general

Il"

Developments in foreign exchange rates such as
depreciation/appreciation of the yen

Developments in costs related to regular expenditures
such as housing rents, tuition, utility costs, and
commupnication service expenses

An increase or decrease in income for myself or other
family members

Developments in stock prices and land prices

The Bank of Japan's monetary policy

= Next five years

= Present

0%

Source: Bank of Japan.
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Chart 9

Firms' Views on the Achievability of the 2 Percent Target (Jan. 2014)

Allindustries Nonmanufacturers
367 respondents 207 respondents

Manufacturers Financial institutions

150 respondents 10 respondents

B The probability is high  ®Anevenchance = The probability islow B The probability is marginal

Source: QUICK.
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Tankan: Output Price DI and Input Price DI

DI ("rise" - "fall"), % points, outlook for the next quarter
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Source: Bank of Japan.

Chart 11

Economists' Views on the Achievability of the 2 Percent Target in Two Years

Jan. 2014 Feb. 2014

40 respondents 41 respondents

B Yes/can be achieved B No/cannot be achieved [ Difficult to say

Source: Japan Center for Economic Research (JCER).



Chart 12

Distribution of Economists' Outlook for Prices (CPI)
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Note: For fiscal 2014 and fiscal 2015, the effects of the consumption tax hike are explicitly included in the February 2014 survey.

Source: Japan Center for Economic Research (JCER).



Chart 13

Comparison between the Bank of Japan's and Economists' Forecasts
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= B0J: median of the Policy Board members' forecasts, excluding the effects of the
consumption tax hike

== = B0J: median of the Policy Board members' forecasts, including the effects of the

consumption tax hike

Economists: average of forecasts, excluding the effects of the consumption tax hike

— — — Economists: average of forecasts, including the effects of the consumption tax hike

Sources: Japan Center for Economic Research (JCER); Bank of Japan.



Chart 14

Economists' Views on the Timing to Achieve 2 Percent Stably

Question: When do you anticipate that the 2 percent inflation target will be achieved stably and

the BOJ will start "'tapering"" its QQE?

2015
2
5%

Cannotbe foreseen
18
49%

Nov. 2013
37 respondents

2018 and beyond
5
14%

Source: Bloomberg.
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Chart 15

Survey-Based Long-Term Inflation Expectations
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Note: The ESP Forecast Survey excludes the tax effects from the October 2013 survey; the QUICK Bond Monthly Survey
includes the effects from the September 2013 survey. The tax effect is irrelevant for the period "six to ten years

ahead" in Consensus Forecasts.

Sources: Consensus Economics Inc.; Japan Center for Economic Research (JCER); QUICK.




Chart 16

Market Data-Based Long-Term Inflation Expectations
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Source: Bloomberg.

(2) Inflation Swap Rates
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