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Notes: 1. In the left panel, figures are the weighted averages of real GDP growth rates using countries' share in Japan's exports as weights.
The real GDP growth rates are compiled by the IMF, and the rates from 2025 onward are its projections in the October 2025
World Economic Outlook (WEO). Figures for advanced economies are those for the United States, the euro area, and the United
Kingdom. Figures for emerging and commodity-exporting economies are those for the rest of the world.

2. In the right panel, figures for 2025 are January-September averages.

Source

s: Cabinet Office; IMF; Ministry of Finance.
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Real Exports
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Note: Based on Bank staff calculations. Figures in angular brackets show the share of each country or region (left panel) and of each type of
goods (right panel) in Japan's total exports in 2024. In the left panel, figures for the EU exclude those for the United Kingdom for the
entire period.

Sources: Ministry of Finance; Bank of Japan.
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Coincident Indicators Planned and Actual Investment
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Notes: 1. In the left panel, figures for private construction completed are based on Bank staff calculations using the construction cost deflators,
and that for 2025/Q3 is the July-August average.
2. In the right panel, the Tankan figures include software and R&D investments and exclude land purchasing expenses.
R&D investment is not included before the March 2017 survey. The figures are for all industries including financial institutions.
The figure for private nonresidential investment for fiscal 2025 is the 2025/Q2-Q3 average.
Sources: Cabinet Office; Ministry of Economy, Trade and Industry; Ministry of Land, Infrastructure, Transport and Tourism; Bank of Japan.
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Corporate Sector

Operating Profits

a., tri. yen

14

12 -

10

—— Manufacturing

—— Nonmanufacturing

0
Cy 10

12 14 16 18 20 22 24

Business Conditions

DI ("favorable" - "unfavorable"), % points

60
—— All industries
40 K Manufacturing
—— Nonmanufacturing
20 - ,
0 ‘\‘ i
-20 A
"Favorable"
-40 T
b
! "Unfavorable"
i
_60 § N TN NN T N T S Y O U N N N N N TN N S N T N N U N Nl

CY 90 95 00 05 10 15 20 25

Notes: 1. In the left panel, figures are based on the Financial Statements Statistics of Corporations by Industry, Quarterly and
exclude "finance and insurance" and "pure holding companies."”
2. In the right panel, figures are based on the Tankan and are for all enterprises. There is a discontinuity in the data for

December 2003 due to a change in the survey framework.

3. In both panels, shaded areas denote recession periods.

Sources: Ministry of Finance; Bank of Japan.
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Wage and Income Situation
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Notes: 1. In the left panel, "disposable income, etc." consists of disposable income and adjustment for the change in pension entitlements.
Real values are based on Bank staff calculations using the deflator of consumption of households.

2. In the right panel, "hourly scheduled cash earnings” = scheduled cash earnings / scheduled hours worked. Figures are based on
continuing observations following the sample revisions of the Monthly Labour Survey. Figures for 2025/Q3 are July-August
averages. Figures for hourly scheduled cash earnings are seasonally adjusted. Shaded areas denote the periods of the state of

Sources: Cabinet Office; Ministry of Health, Labour, and Welfare.

emergency during the COVID-19 pandemic.
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Household Spending

Consumption Activity Index (CAl, Real)
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Notes: 1. In the left panel, figures are based on Bank staff calculations. Figures for the CAI (travel balance adjusted) exclude inbound
tourism consumption and include outbound tourism consumption. Nondurable goods include goods classified as semi-durable
goods in the SNA. Figures in angular brackets show the weights in the CAL.

2. In the right panel, figures exclude imputed rent.

Sources: Cabinet Office; Bank of Japan; etc.
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Chart 7

Environment Surrounding Prices

Import Prices (Yen Basis)
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Notes: 1. In the left panel, the contribution of changes in commodity prices, etc. is calculated using changes in the import price index
on a contract currency basis. The contribution of changes in exchange rates is calculated using the difference between the
import price index on a yen basis and that on a contract currency basis.

2. In the right panel, figures exclude the effects of the consumption tax hike. Figures for "beverages and foods, etc." include

agriculture, forestry and fishery products.

Source: Bank of Japan.
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Consumer Price Index (CPI)
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Source: Ministry of Internal Affairs and Communications.

Chart 9

Rice Prices

CGPI by Commaodity
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Sources: Ministry of Internal Affairs and Communications; Bank of Japan.
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Price Pass-Through

Diffusion Index of Price Changes FD-ID (Services)

% points % 5 yly % chg.
— Diffusion index (left scale)

T—— Share of increasing items (right scale

Final demand (excluding exports)
_100 1 1 1 _3 L L L L L L L L

Cy1l0 12 14 16 18 20 22 Cyl6 17 18 19 20 21 22 23 24 25

Notes: 1. In the left panel, the diffusion index is defined as the share of increasing items minus the share of decreasing items.
The share of increasing/decreasing items is the share of items for which price indices increased/decreased from a year
earlier. Based on Bank staff calculations using the CP1 (less fresh food) excluding the effects of the consumption tax hikes,
policies concerning the provision of free education, and travel subsidy programs. The CPI figures from April 2020 onward
are Bank staff estimates and exclude the effects of measures such as free higher education.

2. In the right panel, figures show the year-on-year rate of change in services prices at each demand stage. Stages 1 to 4

represent the four stages of intermediate demand, from upstream to downstream.

Sources: Ministry of Internal Affairs and Communications; Bank of Japan.
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Outlook for Economic Activity and Prices

Risks to economic activity
« Developments in overseas economic activity and prices « Firms' wage- and price-setting behavior

Risks to prices

and in import prices « Developments in foreign exchange rates and
 Impact of changes in the economic environment on growth import prices

expectations and Japan's potential growth rate

Risk balance
Risks to economic activity are skewed to the downside for fiscal 2026.
Risks to prices are generally balanced.

Policy Board Members' Forecasts and Risk Assessments
Real GDP CPI (All Items Less Fresh Food)
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Notes: 1. The solid lines show actual figures, while the dotted lines show the medians of the Policy Board members' forecasts (point estimates).
2. The locations of @. A, and ¥ in the charts indicate the figures for each Policy Board member's forecasts to which they attach the
highest probability. The risk balance assessed by each Policy Board member is shown by the following shapes: @ indicates that a
member assesses "“upside and downside risks as being generally balanced,” A indicates that a member assesses "risks are skewed
to the upside,” and ¥ indicates that a member assesses "risks are skewed to the downside."
Source: Bank of Japan.
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Real Interest Rates by Maturity
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Note: Figures for real interest rates for each maturity are calculated as government bond yields minus the composite index of inflation
expectations (Bank staff estimates) for the corresponding maturity.
Sources: Bloomberg; Consensus Economics Inc., Consensus Forecasts; QUICK, QUICK Monthly Market Survey <Bonds>; Bank of Japan.
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Potential Growth Rate and Natural Rate of Interest
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Notes: 1. In the left panel, figures are Bank staff estimates. Figures for the first half of fiscal 2025 are those for 2025/Q2.
2. In the right panel, the estimates are based on Bank staff calculations using the models proposed in the respective papers.
Sources: Bloomberg; Cabinet Office; Consensus Economics Inc., Consensus Forecasts; Ministry of Finance; Ministry of Health, Labour and
Welfare; Ministry of Internal Affairs and Communications; Bank of Japan.
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Indicators of Supply and Demand Conditions

Output Gap Measures of Labor Market Conditions
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Notes: 1. In the left panel, figures for the output gap are Bank staff estimates. The Tankan factor utilization index is calculated as the
weighted average of the production capacity DI and the employment conditions DI for all industries and enterprises.
The capital and labor shares are used as weights. There is a discontinuity in the data for December 2003 due to a change in the
survey framework. Shaded areas denote recession periods.
2. In the right panel, figures for the employment conditions DI are for all industries and enterprises. Figures for the DI for enterprises'
employment conditions (full-time employees, etc.) are seasonally adjusted.
Sources: Ministry of Health, Labour and Welfare; Bank of Japan.
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Underlying CPI Inflation (1)
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Notes: 1. In the left panel, figures are on a quarterly basis. Figures for "less food and energy" include alcoholic beverages.

2. In the right panel, figures are on a monthly basis, and are based on Bank staff calculations using the CPI excluding the effects
of the consumption tax hikes, policies concerning the provision of free education, and travel subsidy programs. The CPI figures
from April 2020 onward are Bank staff estimates and exclude the effects of measures such as free higher education.

Sources: Ministry of Internal Affairs and Communications; Bank of Japan.
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Underlying CPI Inflation (2)
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Notes: 1. In the left panel, figures are from the Opinion Survey on the General Public's Views and Behavior. Figures for "qualitative” are
estimated using the modified Carlson-Parkin method for a 5-choice question. Figures for "quantitative™ are estimated, with answers
above 5% replaced by 5%, and answers below -5% replaced by -5%.
2. In the right panel, figures for "firms" show the inflation outlook of enterprises for general prices (all industries and enterprises,
average) in the Tankan. The BEI (break-even inflation) rate is the yield spread between fixed-rate coupon-bearing JGBs and inflation-

indexed JGBs. The dotted line represents the rate calculated based on inflation-indexed JGBs issued before October 2013.
Sources: Bloomberg; QUICK, QUICK Monthly Market Survey <Bonds>; Bank of Japan.

'
'
i

2

Chart 17
Plan for the Reduction of the Purchase Amount of JGBs (June 2025 MPM)

1. Long-term interest rates: to be formed in financial markets in principle
2.

JGB purchases: appropriate for the Bank to reduce its purchase amount of JGBs in a predictable manner, while allowing enough flexibility
to support stability in the JGB markets

In principle, the Bank will reduce the planned amount of its monthly purchases of JGBs each calendar quarter as follows.
® Until January-March 2026

: about 400 billion yen (the reduction plan decided in July 2024 will be maintained)
°

From April-June 2026 to January-March 2027 : about 200 billion yen

» The Bank will gradually reduce its purchase amount so that it can improve the functioning of the JGB markets in a manner that supports
stability in the markets.

Reduction in a Predictable Manner

Amount of monthly JGB purchases
tril. yen (approximate amount)

Planned reduction (each calendar quarter)

Until Jan.-Mar. 2026: about 400 billion yen
From Apr.-Jun. 2026: about 200 billion yen

Interim assessment

The Bank's JGB holdings

_tril. yen

In Mar. 2027:
roughly
a16-17%

0

From April 2027
The Bank will
discuss a guideline
in the interim
assessment and
announce the
results.

Jul-24 Jan-25 Jul  Jan-26 Jul  Jan-27

Allowing Enough Flexibility
1.

0

decrease
compared to
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reduction
(Jun. 2024)
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2.

The Bank will conduct an interim assessment of the plan at the June 2026 MPM.

In the case of a rapid rise in long-term interest rates, the Bank will make nimble responses by, for example, increasing the amount of JGB purchases.
3. The Bank is prepared to amend the plan at the MPMs, if deemed necessary.




Chart 18
Decisions on Disposal of ETFs and J-REITs (September 2025 MPM)

Fundamental principles for the disposal Experience of the sales of the
The Bank should dispose of its holdings of ETFs and J-REITs for adequate "stocks purchased from financial institutions”
prices, taking into account the condition of the financial markets.

The Bank completed in July 2025 the sales of

the stocks purchased for financial stability
The Bank should avoid inducing destabilizing effects on the financial markets purposes, while avoiding major market impact.
as much as possible.

The Bank should avoid incurring losses as much as possible.

1. The Bank will sell its holdings of ETFs and J-REITs to the market at a scale generally equivalent to
that of the sales of the "stocks purchased from financial institutions."

Stocks (completed) ETFs J-REITs

Pace of sales (amount per year)* About 150 billion yenjilAbout 330 billion yenjilAbout 5 billion yen

(Market value) [ (About 620 billion yen) (About 620 billion yen) (About 5.5 billion yen)

Proportion to the trading value About 0.05% | About 0.05% | About 0.05%

* The Bank will sell each ETF and J-REIT at the amount approximately proportionate to the share of each asset in its holdings, with consideration to
spreading out the timing of the sales.

2. A framework supporting the stability in the financial markets will be provided.

® Under the pace of sales described above, the trustee may temporarily adjust the sales amount or suspend the sales, in
response to changes in the condition of the financial markets.

® The pace of sales may be modified at future MPMs, based on the fundamental principles and the experience from the
sales to be conducted.

3. The disposal will begin once necessary operational preparations are completed.



