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How new economic measures may impact JGB issuance 

 
Calendar-based market issuance basically unchanged, but on 
guard for increase 

➢ Formulation of economic measures in late Oct with supplementary budget 
compiled in Nov 

➢ LDP’s secretary-general Seko says regarding scale of new economic measures, 
“We may need Y15 trillion or around Y20 trillion if possible” (seen as upper limit 
at this point) 

➢ Calendar-based market issuance could remain unchanged if government 
expenditures for economic measures in mid to upper Y10tn range, but increase 
likely insight if figure close to or exceeds Y20tn; must first focus on scale of 
economic measures 

  
 
On 26 September, Prime Minister Fumio Kishida officially instructed his cabinet to prepare a 
package of economic measures by the end of October. In November, a supplementary 
budget will be compiled to secure financial resources for these measures and JGB bond 
issuance plans will be revised. LDP secretary-general Hiroshige Seko, who is known within 
the party as favoring fiscal expansion, said on 19 September in regards to the scale of the 
economic measures, “We may need Y15 trillion or around Y20 trillion if possible.” At this 
juncture, we view those figures as the upper limit. 
 
There is a good chance that calendar-based market issuance of JGBs will not change 
provided that government expenditures for the economic measures do not exceed the mid 
to upper Y10tn range. That said, apparently an increase in such issuance cannot be ruled 
out if the figure approaches or exceeds Y20tn. If the increase in issuance is on that scale, it 
would probably be covered mainly by the issuance of more T-bills. For now, we must first 
focus on the scale of the economic measures. 
 

General account resources roughly Y3.5tn? 
The next supplementary budget associated with the economic measures is likely to be 
compiled in November. The annual year-end spending and revenue items, such as revised 
tax revenue projections and reductions in existing expenditures, will probably be recorded 
together.  
 
Chart 1: Expenditure/revenue Items in FY23 General Account Supplementary Budget Other Than 
Economic Stimulus Measures and New Bonds (Y tn, Daiwa estimates) 

 
Source: MOF; compiled by Daiwa Securities. 
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Upw ard rev ision of tax  rev enues 2.5

Increase in local allocation tax  due to upw ard rev ision of tax  rev enues -0.7

FY22 surplus 2.6

Transfers to Gov ernment Debt Consolidation Fund -1.3

Transfers to funds for bolstering defense -1.3

Decrease in ex isting ex penditures 1.0

Increase in non-tax  rev enue 0.7

Total funding for supplementary  budget 3.5
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 How new economic measures may impact JGB issuance: 5 October 2023 

Tax revenues were Y2.8tn higher in the FY22 settlement versus the forecast as of last 
November. It would not be surprising for the FY23 forecast to be revised upward by around 
the amount of this upside. However, since there have been slight delays as of July, we have 
revised our forecast upward to Y2.5tn at this juncture. We should note that when tax 
revenues increase, about 30% of the increase is automatically earmarked for increased 
local allocation tax grants. So, the actual increase in revenue is Y2.5tn x 70% = Y1.8tn. 
 
There is the stipulation to transfer at least half of the Y2.6tn net surplus in the general 
account settlement for FY22 to the Government Debt Consolidation Fund. The other half is 
used to finance supplementary budgets. The system is currently designed to transfer the 
funds to the Defense Enhancement Fund as part of defense financing. How much money to 
transfer is, of course, a political decision. Still, in order to delay the start of a tax hike, the 
entire remaining amount will probably be used to finance defense spending. This money is 
not expected to be a source of funding for economic measures. 
 
The reduction in existing expenditures and the increase in non-tax revenues are expected 
to total Y1.7tn, although there are large fluctuations from year to year. Taking the above 
points into account, the total amount of expenditure and revenue items that could be used 
to finance economic measures is estimated at around Y3.5tn (Chart 1). If the economic 
measures place a burden of Y15-20tn on the general account, the increase in new JGBs 
would come to Y11.5-16.5tn. 
 

Total JGB issuance could increase by Y7-12tn 
If new JGB issuance increases by Y11.5-16.5tn as a result of the economic measures, we 
imagine the total issuance, including other JGBs, to increase by around Y7-12tn (Chart 2). 
 
Chart 2: Projected Increase/Decrease in JGB Issuance Plans by Issuance Governing Law in 
Conjunction with FY23 Supplementary Budget (Y tn, Daiwa estimates)  

 
Source: MOF; compiled by Daiwa Securities. 

 
FILP bonds are not an abbreviation for FILP agency bonds, but rather they are bonds 
issued by the government. The raised funds are loaned by the government to FILP 
agencies and used as project funds for fiscal investment and loans. 
 
There has been a significant reduction in FILP bonds within supplementary budgets over 
the past few years, partially offsetting a large increase in new JGBs. A substantial line of 
credit from government financial institutions was set up to support private companies that 
were facing financial difficulties due to the coronavirus disaster, but not much of that 
financing was actually used. This is because raising funds through FILP bonds was no 
longer needed. 
 
The amount of FILP bonds to be issued in FY23 has already been determined based on the 
assumption of acting as a credit line during normal times. There is little room for reductions 
in the supplementary budget. 
 
Refunding bonds are likely to be reduced by Y4.0-5.0tn in the supplementary budget. This 
is because some of the T-bills that were scheduled to be issued under the FY22 bond 
issuance plan were not actually issued, which in turn eliminates the need for refinancing. 
 

  

New ly -Issued  bonds 11.5 - 16.5

GX  economy   transition  bonds 0.0

Reconstruction  bonds 0.0

FILP  bonds 0.0

Refunding  bonds -4.5

Total 7.0 - 12.0
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Unchanged calendar-based market issuance as main scenario, but eyes on 
possible increase 
We will repeat this one more time, total JGB issuance for the next supplementary budget is 
expected to increase by Y7-12tn. That said, our main scenario assumes that 
calendar-based market issuance will remain unchanged as the government will utilize 
front-loaded JGBs. 
 
If the size of the economic measures expands to the assumed Y20tn ceiling or beyond, we 
would assume that the amount of calendar-based market issuance could potentially 
increase. In that case, the government would again hold hearings with market participants 
to determine which maturities should be targeted for increased issuance. However, 
considering the current market environment, the 6-month T-bill would be the most likely 
candidate for increased issuance. 
 
To what extent can front-loaded JGBs be utilized? We recognize that there are no 
consistent rules on this issue, even among the fiscal authorities, and that decisions have 
been made on a case-by-case basis from time to time. However, over the past few years, 
there seems to have been a trend of utilizing roughly the most recent increase portion.  
 
The current front-loaded JGBs for FY23 is Y15.5tn. Of this amount, it is estimated that 
Y10-11tn has increased since the FY23 budget was completed. We honestly do not know if 
this is the amount that the fiscal authorities are currently willing to spend. However, if that 
Y10-11tn is used to help finance the economic measures, the amount of calendar-based 
market issuance would likely remain flat, provided that the scale of the economic measures 
does not come close to or exceed Y20tn. 
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