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Envisioning FY24 JGB issuance plan

» Total JGB issuance in FY24 may decrease by around Y20tn
(mainly refunding bonds)

» Meeting of JGB Investors and Meeting of JGB Market Special
Participants held on 6 Dec; in addition to 6-mo and 1yr TBs, expect

reduced issuance for JGBs with various maturities (such as 2yr, K°g:_25asg';_asgga1
5yr, 10yr) in FY24; probably earlier reductions for 20yr JGB starting Kolitlaaca@daivalconp

in Janual’y 2024 Daiwa Securities Co. Ltd .‘ A

Total JGB issuance in FY24 is expected to decline by around Y20tn (mainly refunding
bonds). The Meeting of JGB Investors and the Meeting of JGB Market Special Participants
were held on 6 December and the main points from these proceedings were released on 7
December. Based on the opinions provided at these meetings, in addition to the 6-month
and one-year T-bills, reductions are expected for JGBs with various maturities (such as
2yr, 5yr, 10yr) in FY24. The reduction for 20-year JGB issuance is expected to start earlier
than that for other maturities (from Jan 2024). There could be increased issuance of JGBs
with remaining maturities between 5 and 15 years at liquidity supply auctions.

Total JGB issuance in FY24 is expected to decrease by about
Y20tn

Compared to the initial plan for FY23, total JGB issuance in FY24 is expected to decrease
by about Y20tn (mainly refunding bonds).

As of the budget request stage, the issuance of refunding bonds in FY24 decreased
Y22.3tn compared to the initial plan for FY23. Considering the factors that change the
numbers from the budget request, the actual issuance of T-bills in FY22 acts as a
decreasing factor. Meanwhile, compilation of the FY23 supplementary budget will probably
act as an increasing factor. With these two factors offsetting each other, the planned
refunding bonds issuance amount for FY24 will likely to be close to the budget request
amount.

The amount of new JGBs issued in FY24 is likely to increase from the initial plan for FY23.
We note that income tax cuts are scheduled at a time when tax revenue growth is losing
momentum. Social security and debt (JGB) redemption expenditures are also very likely to
increase compared to FY23.

Even taking into account the increase in new JGBs, total JGB issuance in FY24 is
expected to decrease by about Y20tn compared to the initial plan for FY23.

Expect lower issuance for T-bills, as well as 2yr, 5yr, and 10yr
JGBs; 20yr JGB reductions from Jan 2024

Key opinions provided at the Meeting of JGB Investors and Meeting of JGB Market Special
Participants for each maturity are compiled in Chart 1 on the next page. It is important to
keep in mind that the main points from these meetings are chosen and summarized from
among many opinions. Decreased issuance is likely, mainly for T-bills, but also for 2-year,
5-year, and 10-year JGBs. The reduction for 20-year JGB issuance is expected to start
earlier than that for other maturities (from Jan 2024).

Important disclosures, including any required research certifications, are provided on the last page of this report.
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No changes are expected for 40-year JGB issuance. Investors have indicated a desire to

continue investing in this maturity.

No changes are also expected for 30-year JGB issuance. Among primary dealers, there
was the opinion that there is room for reduced issuance, but also the opinion that
maintaining the status quo would be appropriate. Investors expressed a desire to continue

investing in this maturity.

20-year JGB issuance will likely be reduced starting from January 2024. Primary dealers
mentioned that priority should be given to reducing 20-year JGB issuance. Investors
commented that they are shifting from the 20-year JGB to shorter maturities. Primary
dealers also opined that 20-year JGB reductions should start earlier than other reductions,
such as within FY23. The market is likely to welcome early reductions, as bids for the 20-

year JGB have been weak in FY23.

Reductions are expected for 10-year JGB issuance. Sentiment among investors and
primary dealers is that 10-year JGB issuance should be reduced assuming the issuance of

climate transition bonds.

Issuance will likely be reduced more for the 5-year JGB than for the 10-year JGB. 5-year
climate transition bonds are expected to be issued in the same manner as the 10-year
climate transition bonds. Furthermore, primary dealers pointed out that the 5-year maturity
is more susceptible to the influence of monetary policy.

Chart 1: Opinions for each JGB Maturity from 6 Dec Meeting of JGB Investors and Meeting of JGB Market Special Participants

Maturity

Meeting of JGB Investors

Meeting of JGB Market Special Participants

40-year

30-year

20-year

10-year

5-year

2-year

T-bills

Liquidity
Supply

Continued investment from ALM perspective

Continued investment from ALM perspective

Shifting investment target from 20-year JGB to shorter
maturities

Phase in which demand emerging from market conditions
Reduced issuance possible as issuance of climate
transition bonds is assumed

Phase in which demand emerging from market conditions
Reduced issuance possible as issuance of climate
transition bonds is assumed

Better to reduce issuance of short maturities for which
issuance was increased in response to coronavirus

Better to reduce issuance of short maturities for which
issuance was increased in response to coronavirus
Increased issuance in response to coronavirus handled
with short-term bonds as emergency shelter
Normalization going forward may be appropriate

Desire increase due to insufficient liquidity in
medium/long-term zones

Source: MOF materials; compiled by Daiwa.

Room for reductions
Certain demand continues, maintaining status quo is
appropriate

Should give priority to reduction as demand is declining
Earlier reductions within FY23 possible

Reduced issuance possible as issuance of climate
transition bonds is assumed

Reduced issuance possible as issuance of climate
transition bonds is assumed

Susceptible to monetary policy developments, reduced
issuance possible

Susceptible to monetary policy developments, reduced
issuance possible

6-mo T-bill could revert to financing bills-only issuance
seen prior to coronavirus
Reduced issuance possible

Desire increased issuance of JGBs with remaining
maturities between 5 and 15.5 years to ensure sufficient
liquidity



Daiwa

Securities

Reductions are expected for 2-year JGB issuance. Primary dealers pointed out that, like
the 5-year JGB, the 2-year JGB is sensitive to monetary policy. Investors commented
(without specifying exact maturities) that it would be better to reduce the shorter maturities
for which issuance was increased in response to the coronavirus outbreak. The amount of
2-year JGBs issued in the initial FY20 plan was Y2.0tn per month. The initial plan for FY23
was Y2.9tn per month.

Significant reductions are expected for T-bill issuance with no issuance for 6-month T-bills.
Reduced issuance for the 1-year T-bill is also possible. Without specifying exact maturities,
investors have the opinion that issuance should be reduced for the short maturities for
which issuance was increased to respond to the coronavirus outbreak. Primary dealers
commented that the 6-month T-bill could revert to financing bills-only issuance seen prior
to the coronavirus outbreak. The 6-month T-bill issuance amount in the initial plan for FY23
was Y8.7tn. 1-year T-bill issuance was Y1.8tn each month in the initial plan for FY20. The
initial plan for FY23 calls for issuance of Y3.5tn each month.

There could be increased issuance of JGBs with remaining maturities between 5 and 15.5
years at liquidity supply auctions. Investors and primary dealers are requesting such an
increase.
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IMPORTANT

This report is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be
made at your own discretion and risk. Content herein is based on information available at the time the report was prepared and may be amended or otherwise
changed in the future without notice. We make no representations as to the accuracy or completeness. Daiwa Securities Co. Ltd. retains all rights related to the
content of this report, which may not be redistributed or otherwise transmitted without prior consent.

Ratings

Issues are rated 1, 2, 3, 4, or 5 as follows:

1: Outperform TOPIX/benchmark index by more than 15% over the next 12 months.

2: Outperform TOPIX/benchmark index by 5-15% over the next 12 months.

3: Out/underperform TOPIX/benchmark index by less than 5% over the next 12 months.
4: Underperform TOPIX/benchmark index by 5-15% over the next 12 months.

5: Underperform TOPIX/benchmark index by more than 15% over the next 12 months.

Benchmark index: TOPIX for Japan, S&P 500 for US, STOXX Europe 600 for Europe, HSI for Hong Kong, STI for Singapore, KOSPI for Korea, TWII for
Taiwan, and S&P/ASX 200 for Australia.

Target Prices
Daiwa Securities Co. Ltd. sets target prices based on its analysts’ earnings estimates for subject companies. Risks to target prices include, but are not limited
to, unexpected significant changes in subject companies’ earnings trends and the macroeconomic environment.

Disclosures related to Daiwa Securities

Please refer to https://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/e_disclaimer.pdf for information on conflicts of interest for Daiwa Securities, securities
held by Daiwa Securities, companies for which Daiwa Securities or foreign affiliates of Daiwa Securities Group have acted as a lead underwriter, and other
disclosures concerning individual companies. If you need more information on this matter, please contact the Research Production Department of Daiwa
Securities.

Explanatory Document of Unregistered Credit Ratings

This report may use credit ratings assigned by rating agencies that are not registered with Japan’s Financial Services Agency pursuant to Article 66, Paragraph
27 of the Financial Instruments and Exchange Act. Please review the relevant disclaimer regarding credit ratings issued by such agencies at:
https://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/credit _ratings.pdf. If you need more information on this matter, please contact the Research
Production Department of Daiwa Securities.

Notification items pursuant to Article 37 of the Financial Instruments and Exchange Law

(This Notification is only applicable to where report is distributed by Daiwa Securities Co. Ltd.)
If you decide to enter into a business arrangement with our company based on the information described in this report, we ask you to pay close attention to the
following items.

= In addition to the purchase price of a financial instrument, our company will collect a trading commission* for each transaction as agreed beforehand with
you. Since commissions may be included in the purchase price or may not be charged for certain transactions, we recommend that you confirm the
commission for each transaction. In some cases, our company also may charge a maximum of ¥2 million per year as a standing proxy fee for our deposit of
your securities, if you are a non-resident.

= For derivative and margin transactions etc., our company may require collateral or margin requirements in accordance with an agreement made beforehand
with you. Ordinarily in such cases, the amount of the transaction will be in excess of the required collateral or margin requirements**.

= There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest
rates, exchange rates, stock prices, real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could
exceed the amount of the collateral or margin requirements.

= There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by our company.

= Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as
certified public accountants.

* The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current
market conditions and the content of each transaction etc.

** The ratio of margin requirements etc. to the amount of the transaction cannot be stated here in advance because it will be determined between our company
and you based on current market conditions and the content of each transaction etc.

When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take
responsibility for your own decisions regarding the signing of the agreement with our company.
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Registered: Financial Instruments Business Operator, Chief of Kanto Local Finance Bureau (Kin-sho) No.108

Memberships: Japan Securities Dealers Association, The Financial Futures Association of Japan, Japan Investment Advisers Association, Type II Financial
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