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Budgeting Process

June

July

August

September
!

November

December

January

February

March

Fiscal Year (FY): April to next March

Basic Policy (approved by Cabinet)

Guideline fok Budget Requests (approved by Cabinet)

Line Ministries: Submission of budget requests to MOF

Discussion between MOF and line ministries
| L

RO

Basic Principles on Budget Formulation (decided by Cabinet)

Draft Budget (decided by Cabinet)

[ 1
Preparation of budget documents

-V

Draft Budget with budget documents (decided by Cabinet)

Submission of the Draft Budget to the Diet

Deliberation in the Diet
(House of Representatives —» House of Councilors)

R e

Approval of Budget
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Primary Balance (Ratio to Nominal GDP)
(Sum of the Central and Local Governments)

Outstanding Debt (Ratio to Nominal GDP)

(Sum of the Central and Local Governments, % of GDP)

4.0% ' 0% ME
* +0.4%| oo 230% 214.4% 216.8%
5 '
S o +0.2% (+4‘5th‘ ." e e
(+1.1tn) 190
5.066 191.2%

L00% 205.2%

AD 6%

A2.0% i
’ | A0.2%
' 170%
| (a1.5tn)
o | 171.7%
.0 ; 150%
A6.0% } S
AB.0% : (a5.1tn) 130%
A9.1% |
A10.0% | 0%
2002 2007 2012 2017 20292025 | 2032 2062 - — 1o 2o | o

("tn" stands for “trillion yen.")
—@— Economic Growth Achieved Case:

Assuming that potential growth rate steady rises, achieving around real 2% and nominal 3% GDP growth.

..@. Economic Growth Achieved Case (considering the expenditure reform) &
Assuming that potential growth rate steady rises, achieving around real 2% and nominal 3% GDP growth. Also, assuming the effect on improvement in the primary
balance by effarts for increasing spending efficiency to be about 1.3 trillion yen per year when its impact on the economy is taken into consideration.

—8— Baseline Case:

Growth rates of GDP are assumed to be in the mid-0% range for both real and nominal GDP every year.

AEHEE I XY

Aol whet ZEATHE] Feo] AR AL
AR R A E TR 54 ST el lE
— 2050\doll= ZEAIT 1.390] =21 18 F
— AR|HAAAZE R 1990dE TAEY 17.5%%0 01, 2022d0dl= T4
%9] 33.7%% 7}
[ 6] 19903/HHE L 20228 H[¢HE o4t Hlw
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Ho oﬂok 3t 74 oz x%tg
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(Unit: trillion yen)

/{FY‘!QQO Initial Budget] NOrHaxlrgv?nues
Revenue Tax Revenue | Settlement Co t;n';l‘a‘;u"
66.2 58.0 s

General Expenditure

INational Debt Sarvic
. Public Fducatiofafiomal Local Allocation 143
Expenditure |,y Sg;‘,;c@efenseog‘grs ( 11.6 Tax grants |
66.2 62 | 51| 42 : 153 o diferest Payments. e
\ . [t 112
+41.4 | + Y b2 R G - S
| a [ i =, e e
‘ 0 o =0t i T
L% - -
ﬁ(;pzz Initial Budget] - Nl et Senvie
Public lationdl Lo y Local Allocation

. Shal Others fund fof
Expenditure |\works seanceDefense 9.3 the|cOVI-19

Tax grants | Rademption of the | Interest
107.6 6.1 | 54 | 54 : 50

15.9 National Debt Payments, gtc.
16.1 83

T
General Expenditure

Special Deficit-

|Constrjic
Revenue Tax Revenue Npn-tax SSEE0 m #
107.6 85.2 refenueq panal \Financing bonds
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Fiscal Rules and Situations in Japan

Tetsushi Maiwa, Section Chief
Research Division, Budget Bureau
Ministry of Finance

April 25, 2023

Agenda

1. Tutorial (Budgeting Process and Types)
2. Fiscal aggregates (Fiscal Situation and Initial Budget for FY2023)
3. Fiscal Rules (Basic Policy)

4. Budget System

5. Coping with the Long-Term Fiscal Pressures



Type of Budgets

(1) Classification of Budgets

= Central Government

General Account

Special Account (13)

[ ]
[ J
[ Budgets of government-affiliated agencies ]
[ J

Fiscal Investment and Loan Program

== Local Governments

(2) Type of Budgets

O Initial Budget

(O  Supplementary Budget

A budget of a fiscal year from April 1*t to March 31%

Provisional Budget

Budgeting Process

Depends on Economic situation and political decision

Fiscal Year (FY): April to next March

June \

Basic Policy (approved by Cabinet)

July l

Guideline for Budget Requests (approved by Cabinet)

August [

Line Ministries: Submission of budget requests to MOF

|

September
!
November

Discussion between MOF and line ministries
— =3

December |

Basic Principles on Budget Formulation (decided by Cabinet)

January

Draft Budget (decided by Cabinet)
T T
Preparation of budget documents

-1—_1’_,_,‘—,—

Draft Budget with budget documents (decided by Cabinet)

Submission of the Draft Budget to the Diet

February

Deliberation in the Diet
(House of Representatives — House of Councilors)

March |

Approval of Budget

<Seldom revised
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1. Tutorial (Budgeting Process and Types)

2. Fiscal aggregates (Fiscal Situation and Initial Budget for FY2023)

3. Fiscal Rules (Basic Policy)

4. Budget System

5. Coping with the Long-Term Fiscal Pressures

The FY2023 Budget: Expenditure and Revenue

General Account Expenditure

{Note 2) Social security related expenditures account for 50.7% of the general expenditure.

General Account Revenue
{unit : billion yen)

National Debt
25,250.3 i
(22.1%) s S
cial Deficit- Income
£ % fnancing Bonds Tax
Redemption of thet/ - Social Security 29,065.0 21,048.0
National Debt 36,888.9 (25.4%) fsaod Sfamp
16,756.1 32.3% Revenues
S4ev) General Account 22 ‘General Account cott00
1 Tax: Total Expenditure Seneal ) Total Revenue SRREEARE & vy
i Expe: re ConstrL .
| 114,381.2 bR R 1143812 e
. (100.0%) National Defense . (100.0%) i
(e”g‘;ﬁs“%* ) ,}‘;' Consumption
Others Public Works (-_'5_ 9‘,"’) ~ Others Tax
gc 6,060.0 - - 10,406.0 23,384.0
(5.3%) (9.1%) (20.4%)
oy Ll Carry-Over i ]
Contingency Fund for COVID-19 and ucation and ngr;: Bu\;:jrupr‘;'?nds
Measures to Address Soaring Crude. Science {tentative name)(*)
Oil and Commaodity Prices 5,415.8 3,380.6 of which the Revenue G
4,000.0 = (3.0%) for Defense Buildup herltance tax 2,776.0 (2.4%)
(3.5%) (4.7%) ’ 45919 Gasoline tax 1,999.0 (1.7%)
Food Supply 1,265.4 (1.1%) (:1.0'1(;) Liquor tax 1,180.0 (1.0%)
:;':;%Tnic Sesissnes gf::g Eg:zm OGeneral Expenditure is defined as Total Expenditure minus || 721 1,122.0 (1.0%)
Measures for SMEs 170.4 (0.1%) National Debt Service and Local Allocation Tax Grants, etc. || Tobacco tax 935.0 (0.8%}
fi z = i juding a portion of |Petroleum and coal tax 6547.0 (0.6%)
Former Military OPrimary Expense ( expenditures excluding a p Motor vehicle tonnage tax 378.0 (0.3%)
Personnel Perisions 97.0 (0.1%) National Debt Service from the Total Expenditure. An | "~ © " e
Hiteeliananis 5,800.4 (5.1%) indicator of policy expenses for the current fiscal year.) is "Dr:‘s%u”r;"s :::;IE; ment tax 3240 (0.3%)
Contingency Reserves 500.0 (0.4%) 89,519.5 (78.3%) . Other tax revenuap 69.0 (0.1%)
(Note 1) Figures may not add up to the total due to rounding. 0 (0.

\Stamp revenue 976.0 (0.9%),



Trends in general account tax revenues, expenditures, and bond issuance

(trillion yen)
1476
140 +
120
114.4
i L Total Expenditure 1010 : 100 1'01I 02 008 27 5“"%“’““2‘
#3.089.3
353'752-“5"9“531 151.:4' b
80 )
Tax Revenue
60
Construction Bo
40 | 1 ’ : Issuance
Special Deficit-Financing Bon
0 Issuance xum“ @945
72 66 63 ﬁ.iﬁH |
Pkl k. JEHEH H HiLd: . HELELELY A .
(1975) (1980) {1985) (1990) (1995) (2000) (2005) (2010) (2015) (2020) (2023)

{FY)

Notel) FY1975 - FY2021 : Settled figures; FY2022 : Based on the second supplementary bud[?et; FY2023: Based on the draft budget

Note2) Following bonds are excluded: Ad-hoc special deficit-financing bonds issued in FY1990 as a source of funds to support peace and reconstruction activities
in the Persian Gulf Region; Tax reduction-related special deficit-financing bonds issued in FY1994-96 to make up for a ine in tax revenue due to a series
of income tax cuts preceding consumption tax rate hike from 3% b ; Reconstruction bonds issued in FY2011 as a source of funds to implement
measures for the reconstruction from the Great East Japan Earthquake, and; Pension-related special deficit-financing bonds issued in FY2012 and FY2013 as
a source of funds to achieve the targeted national contribution to one-half of basic pension.

{Note3) Total expenditure of FY2023 includes the carry-over (3.4 trillion yen) from Defense Buildup Funds (tentative name] which is the resource for the
national defense expenditure for FY2024 and years after,

Accumulated government bond outstanding

(trillion yen)
1,100 -
1,050

1,000 -

950 | Re i fw’ o
| construction 878703
Se0 Bonds 553,

850 - \nss:lﬁznﬁﬁ
800 - 77 269
750 -

700 -

650 *

600 -

550 -

500 -

450 -

400 -

350 -

300 -

250 -

200 -

150 - e
100 r

50 p122234 6810152232
0 1

4353:7 w5
B e
(1965)  (1970)  (1975)  (1980)  (1985)  (1990)  (1995)  (2000)  (2005)  (2010)  (2015)  (2020) (2023)
{end of FY)

¥ MR AT RN AT e

{Notel) FY1975 - FY2021: Settled figures; FY2022: Based on the second supplementary budget, FY2023: Based on the draft budget

{(Note2) Government bond outstanding includes construction bonds, spedial deficit-financing bonds and reconstruction bonds. Specal deficit-financing bond outstanding includes deficit-
financing bonds issued in FY1965, refunding bonds for long-term debts transferred from JNR Settlement Corporation and the Nationai Forest Service, etc., ad-hoc special deficit-
financing bonds, tax reduction-related specia! deficit-financing bonds, pension-related special deficit-financing bonds and GX Economy Transition Bonds (tentative name).

(Note3) The estimated amount at the end of FY2023, excluding the issuance limit of advance refunding bonds for refinancing in the g fiscal year, is i 1,043 trilion yen.

9



International comparison of general government gross debt (% of GDP)

(96)
300

= =—=0
Japan

200

tsg. —m—#1 — —1 — M
/'\ = Ttaly
4/_\‘ TR R,
- *IIIT®  France
100 B Canada
— A uk

50

Y,
& (07) (08) (090 (1) (11) (12) (13) (14) (15) (16) (17) (8 (19 (@0 (21 (22) an

{Source} IMF "World Economic Outicok™ (October 2022).

{Mote1) Figures the general based data (the and social security funds combined).

(Note2) 2021-2022 figures for Japan and 2022 figures for other countries are estimated figures.

(MNote3) Gross debt for 2023 is estimated as follows; Japan: 261.1%, U.S 122.9%, UK. 79.9%, Germany: 68.3%, France: 112.5%, italy: 147.1%, and Canada: 98.7%.
However, it shoukd be noted that the Japan's figure does not reflect the expected increase in outstanding gross debt as a result of the second supplementary budget for FY2022 and the draft budget 0
for FY2023. 10
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Basic policy 2022 (June 7, 2022

Continue to work on the existing fiscal consolidation targets without taking down the “flag” of fiscal

consolidation. The economy is the foundation of public finances, and the current target year should not distort
macroeconomic policy options depending on the situation. There is no contradiction between taking necessary policy
measures and working on fiscal consolidation targets. We will continue to make efforts to revitalize the economy and
achieve fiscal consolidation. However, it is necessary to continuously monitor the impact of infection and recent soaring
prices, as well as other domestic and international economic conditions. Therefore, necessary verification will be

conducted depending on the situation.

Guiding Principles in Budget Formulation for FY2023

In the FY2023 budget, the government will steadily promote integrated economic and fiscal reforms based on this
policy and Basic Policy 2021. However, it should not distort key policy options.

Basic policy 2021 (June 18, 2021

Fiscal consolidation target
: : Achieve a primary surplus of the national and local governments

Steadily reduce the public debt-to-GDP ratio

Annual budget formulation for FY2022 to FY2024 in accordance with the following
spending guidelines
T " Maintain the policy of keeping the real increase within the levels equivalent to
the expected increase due to aging population, based on economic and price
trends and other factors

Continue the efforts of expenditure reform initiatives thus far, based on
economic and price trends and other factors

Ensure the total amount of the general revenue sources substantially at the
same level as of the FY2021 Fiscal Plan of Local Governments, and not below,
while keeping in line with the national government's general expenditure efforts

Assessment of integrated economic and fiscal reforms

- In light of the still unstable economic and fiscal situation due to infectious diseases, a verification of
the impact of infectious diseases on economic and fiscal conditions will be conducted within
this fiscal year, and the target fiscal year will be reconfirmed based on its results.

- The progress of the Integrated Economic and Fiscal Reforms will be assessed in FY2024, the
last fiscal year of compiling budgets in line with spending guidelines. This will be reflected in
subsequent efforts for expenditure and revenue reforms to achieve the fiscal consolidation target.



Indicators used to set the Objectives of Fiscal Consolidation

| Primary Balance ‘

Calculated by subtracting expenditure (excluding interest payments and repayment of national debt) from tax

and other revenue (excluding borrowing)

| Fiscal Balance ‘

Calculated by subtracting expenditure (excluding repayment of national debt) from tax and other revenue

(excluding borrowing)

Figure A: Current Sitnation
(Revenues) (Expenditures)

PB (deficif)

Expenditures for

Tax revenues, etc. Bolicy: Measuraz

Figure B: Primary Balance is balanced

(Re )

Tax revenues, etc.

(Exp )

PB (gquilibrium})

Expenditures for
Policy Measures

Figure C: Fiscal Balance is balanced
(Re )

(Expenditures)

Fiscal Balance
(e quilibrinm)

PB (surp

Tax revenues, etc. Expendi S

Policy Measures

JGB Issuance Plan for FY2022 (Breakdown by Legal Grounds

(O Each figure is approved by the Parliament as one of ingredients of the Budget
() Actual amount of the issuance depends on the situation (ex. The amount of tax revenue)

(Unit: billion yen)
FY2021
FYZ021(Initial) | (Supplementary FY2022 (Initial)
Budget)
(a) (ei-(a) (e)—(b)
Newly-issued 43,5970 65,6550 360260 A66710] 4287290
Bonds d : A 3

St 63410 9,168.0 6,251.0 AS0D| A29170

Special Deficit-

Frantirig Honds 37,256.0 56,4870 20,675.0] A 6591.0| A 2582120
des 2183 400 1718 A 46T 1316
FILP Bonds 45,0000 15,000 0 26,000 0] A 20,0000 10,000 0
Refunding Bonds 47,1929 143,663.3 1529404 57474 9,277.1

For matured

Reconstruction 2,8710 27375 3,958.9 9a7.9 1,121.4

Bonds

Total 236,0082 224358 3 2150380| A209703| A 93203

{MMote 1) FigUres may not SUM Up 1o the wial bcause of rounang
{Nate 2) Buy-back program in Y2022 is planned to be implemented based on market conditions and through discussions with market participants.
{Mot= 3) The maximum amount of front-loading issuanoe af Refunding Bonds in FY2022 i 20 fribon yen.

{Source) *Debt Management Report 2022 The Govemment Debt Management and the State of Pubfic Debt” Financial Bureau, Ministry of Finance JAPAN
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Overview of “Economic and Fiscal Projections for Medium to Long Term Analysis” (January 2023)

O If the economic growth rate indicated in the Growth Achieved Case is realized, and efforts to
improve expenditure efficiency continue as before, the Primary Balance for the central and local
governments combined will turn into a surplus in FY2025, as in the previous analysis in last July.

(O The ratio of outstanding debt to Nominal GDP is projected to decline in the projection periods in the
Economic Growth Achieved Case. In the Baseline Case, it rises in the latter half of the periods.

Primary Balance (Ratio to Nominal GDP) Outstanding Debt (Ratio to Nominal GDP)
(Sum of the Central and Local Governments) (Sum of the Central and Local Governments, % of GDP)
4 2305 ! .
b +0.4%] s 230% |~ 214,49 216.8%
: {»2.5[“‘ "" _.......-.-."
20% +0.2% : g 210%
(+1.1tn) Lo 101.2%
0.0% 190% 205.2%
A2.6% i
i AD.2%
(A& 1.5tn) 1%
AL0% = 171.7%
150%
A5.0% A0.9%
p— (A5.1tn) 130%
AD.1% — i
A 10.0% 1 110% :
2002 2007 2012 2017 202 2032 ? 2002 2007 2012 2019 2023fz025 | 2032

("tn" stands for “trillion yen.”)

—g- Economic Growth Achieved Case:
Assuming that potential growth rate steady rises, achieving around real 2% and nominal 3% GDP growth.

..@- Economic Growth Achieved Case (considering the expanditure reform) &
Assuming that potential growth rate steady rises, achieving around real 2% and nominal 3% GDP growth. Also, assuming the effect on improvement in the primary
balance by efforts for increasing spending Efﬁl:nenn; to be about 1.3 trillion yen per year when its impact on the economy is taken into consideration.

—a— Baseline Case :
Growth rates of GDP ara assumed to be in the mid-0% range for both real and nominal GDP every year.
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The Overview of Supplementary Budgets to respond to COVID-19

(O As a response to COVID-19, the government took all possible measures to secure the medical care delivery
system and to support those in a difficult situation due to COVID-19 by repeated supplementary budgets.

(trillion yen)
FY2020 first FY2020 second FY2020 third FY2021 supplementary
su?plementary budget supplementary budget supplementary budget udget
pproved on April 30, 2020} approved on June 12, 2020 approved on Januairy 28 ) pproved on December 20, 2021)
" 1. Containment 4.4
(1) Develop preventive 1:8 (1) Enhancing the 0.5 el ines e e I. Containment 18.6
measures against Emplayment COVID-19 measures for the
the spread of Adjustrment i COVID-19
infection and Subsicly -iseauing the madical teatment system; —securing the medical treatment system,
medical treatment ; supporting medical Instutions etz <upport for business, dally e, and el
structures, as well (2) Enhancing 11.6 I. Promoting structural ete,
as pharmaceuticals financial support change & positive H. Resumption of 1.8
economic cycles for socloeconomic
(2) Protect 18.5 Post-Corona era activities in the
amployment and (3) Establishing a 2.0 "Live-with-Corona"
sustain business rent suppart (1) Realizing d\g]\\;ful"o 28 eraltarrent.srm
continity grant for SMEs ani. grean society preparation for the
(3) Recover economic 1.8 . {2} Enhancing productivity 2.4 next crisis
activities through (4) Supporting 3.0 through structura! —"New Go To Travel campaign”, establishment
pL‘I‘L}!i(;-F;IVL’IL"- medical " changes and innovation g'f‘dRr&D ang pm" SStema o Vaccres
- . = treatmen . . therspa R
efforts, as the next % - subsidy for restructuring businesses, “
5 apita
5) Other su| s 4.7 3 Realizing positive 6.5 to carve out a
) Develop a resilient 0s © pport ecanomic cycles in future society
economic structure regions & employment
led by private demand
(6) Contingency 10 — financial suppart, Go To travel, N. Securing safety and 2.9
(5) Contingency funds 15 funds for the employment adjustment subsidy, relief with respect
for the COVID-19 COVID-19 emergency small loans etc. to disaster
H. Securing safety and 31 management
relief with respect to
disaster management
Additional spending  25.6 Additional spending  31.8 Additional spending  19.2 Additional spending  31.6
in total in total in total in total
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Supplementary Budget

4 Public Finance Law
pay the expenses which become particularly imperative due to the matters that arise after the
budget plan is established (Article 29)

4 Significant roles of the measures against critical phases and the supports of the economic growth

% Fiscal situation becomes worse (accumulation of debts)



Provisional Translation |

Overview of the First Supplementary Budget for FY2022

I. Expenditures related to “Comprehensive Emergency Measures to
address Soaring Crude Oil and Commodity Prices and related matters”
under the COVID-19 2,693.9bn

1. Measures to address soaring crude oil prices 1,173.9bn
O Mitigation measures against sudden fluctuations of fuel oil prices (1,165.5bn)

() Mitigation measures against sudden fluctuations of fuel oil prices for taxi service providers (8.4bn)

2. Preparation for the future 1,520.0bn
(1) General contingency reserves (400.0bn)

(2) Contingency fund for the COVID-19 and measures to address soaring crude oil
and commodity prices (1,120.0bn)

II. Transfer to the Special Account of the Government Debt Consolidation

Fund 7.0bn

m_Total additional spending of the supplementary budget 2,700.9bn
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FY2022 Supplementary Budget of General Account

(Approved on Dec 2, 2022)

= Economic measures ¥29.1tn -+ Tax revenue ¥3.1tn
= Others ¥0.2tn - Others ¥0.7tn
« Transfer to the debt ¥0.7tn -+ Surplusin previous year  ¥2.3tn

consolidation fund

« Bond issuance ¥22.9tn

= Reduction of existing -¥1.1tn

expenses
Total ¥28.9tn Total ¥28.9tn
Notes

¥29.1tn Supplementary Budget includes

+  ¥4.7tn for Contingency Reserve Fund (CRF) which cannot be carried over to
next fiscal year.

+ ¥8.9tn for allocation to 50 Government Funds.



FY2022 Supplementary Budget of General Account; illustration

Pillars

I. Countermeasures against

SB

General
Account

Major items

Support for households and businesses ¥6.3tn
(incl. F¥3.0tn)

price hikes and efforts for ¥7.8tn - Support for energy and food production ¥0.4tn
wage increases » Promotion of wage increases and support for
SMEs ¥1.1tn (incl.F)
II. Recovery and + Reinforcement of economic resilience by utilizing
i the depreciation of Yen ¥1.1tn (incl.F)
reln;;}rgﬁmen:_lt_) f_Iocali_l ¥3.5tn + Local revitalization, including support for tourism
RIOU a_ ! 'Fy utilizing the and agricultural production ¥0.8tn
depreciation of Yen - Local allocation tax grant ¥1.6tn
= Transfer to labor insurance SA ¥0.7tn
: . hening universities ¥0.4tn (incl.F)
III. Acceleration of a “New Skrengthent : ;
s ¥5.5 = P ¥4.1
Form of Capitalism" tn (i;ocrﬂc:);:lng investment in growing areas tn
+ Realizing inclusive society ¥0.3tn
+ Grants for COVID19 hospital beds ¥1.5tn
) + Local subsidy for COVID19 ¥0.8tn
1V. Ensuring people’s safety 9 stH +  Vaccination ¥1.2tn (incl.F¥0.4tn)
and security " + Disaster risk reduction and national resilience
¥1.7tn
+ Recovery from disasters ¥0.5tn
V. Preparation for future Y4.7t = CRF for COVID19 and commodity price ¥3.7tn
shocks 45 = CRF for crises related to Ukraine ¥1.0tn
Agenda

1. Tutorial (Budgeting Process and Types)

2. Fiscal aggregates (Fiscal Situation and Initial Budget for FY2023)

3. Fiscal Rules (Basic Policy)

4. Budget System

5. Coping with the Long-Term Fiscal Pressures

23



| English Translation for “Efi 5 SESRAEL2 REY" (Dec L6t 2022) |

Securing Resources related to New Defense Buildup Program

The level of the Defense Buildup : approx. 43.0 trillion yert

I_NOTE'.I The diagram below shows an Imagej

Approx. 2.5 trillion yen
*(Various methods to achieve the level of
defense force development)

:Total amount of the budget : approx. 40.5 trillion yen
: (A+B)

A

Additional Spending Demand : Just over 1 trillion yen/ year

Approx. 14.6 trillion yen (A

Approx. 0.9 trillion yen/ year

4.6 trillion - just over 5 trillion yen
(2023-2027)

Defense Bullidup

re subject to New Defense B

% Approx. 0.7 trillion yen/ year
Approx.3.5trillion yen 5 £
(2023-2027) B g
= e %’- E J 1 trilli /
= Just over 3 trillionyen | (E ust over 1 trillion yen/ year
(2023-2027)
5.2 trillion ye:
. 2023 2027 2028-
i 25 otrillion yen (2023-2027)
Midterm Defensd (B)
BuildupPrograml —=0. ~~ __——. @~ ————m. @ | . @@
(2022initial)
J 24
Demographic Changes in Japan
CY1961 CY2025 CY2040
Total Population Total Population Total Ropulation
(94-?9 million) (122.54 million) __ [1,10,.92,tnlllllonl, = Aoed 65 and over
Aged 75 and over 2% Aged 75 and over :18% 100 | Aged 75 and over :20% - account for about
100 = 50% of national
% medical expenses
o0 o o L —— - are receptors of
= — basic pension
—|= 80 Y - are the Primary
ED 80 | — Insured persons of
*‘ T long-term care
70 Aged 6574 :4% 70 | Aged 65-74 112% Aged 65.74 :15%
— t == e
60 | 60
50 %%m Y 50 +
g;m 727 milkon = — )
64 40
30
20
A_g::l 19 o — - .
saties § ~Aged 19 and under: 16% 0 _M\End under: 15%

Source) Ministry ofItemal Affars and Communicatiors
first baby boomers are those

Note)

o 100 200 300

0 100 200 300

N First baby boomers

were bom in 1

1961 includes that of aged 85 and over. The figure of 105 ye

hon Esbmates’
by s
ars olds i Emu

*. National Institute of Population and Social Security Research "Population Projections for Japan (Aprl 2017)
boomers are those who were bom in 167 1-74. mhma;zﬁmlsnmudedinﬂﬁ Tigure in 1981. The figure of B5 years olds in
includes that of aged 105 and over.

0 100 200

Second baby boomers

300




Burden Increase of Working Generation
due to Declining Birthrate and Aging Population

1965 2005 2021 2050

10.8 people in 3.3 people in

1.3 people in
working generation working generation covers working generation covers
covers 1 elderly person 1 elderly person 1 elderly person

(note) Elderly person means the one over 65 years old.

Social Security
[Social Security Expenditure]
4 Expenditure limit
equivalent to the increase due to the aging of the population (Basic Policy 2021).

# Initial Budget in FY2023 (36.9 trillion yen)
the drug price revision to reduce the people’s burden (reduced 72 billion yen) etc.

% The future direction
discussed at the Council for the Establishment of All-Generational Social Security System

[Policy related children]
4 Birthrate declining is accelerated by the COVID-19

4 Initial Budget in FY2023 (4.8 trillion yen (+120 billion yen))
(i) support for pregnancy and childbirth with coupons worth 100,000-yen
(ii) consultation support for child rearing  etc.

# The future direction and financial resources

constructing a system in which society as a whole, including businesses, can jointly and fairly
bear and support a stable financial resource (the Report of the Council)



Comparison between FY1990 and FY2022 budget

(Unit: trillion yen}

/ [FY1990 Initial Budget] i \
¥
Revenue Tax Revenue | Settlement 3
66.2 58.0
General Expenditure
ublic Local Allocation 143

Tax grants

15.3 e erest Payments. of:. /

. P i
Expenditure |\yoris| e L1 Others (|
4.

\ 66.2 6.2 o 96

+H41.4 | %
T w0 ——
/fvggzz Inifial Bugget -
. it Publicpssiofiation 'Omersr m.mmr." Local Allocation
Xpenditure \works{.3" pefen: fao: Tax grants Redemption of the | Interest:
107.6 | 61 | o0 | 54| S3"PR® 159 National Debt Pymens, dtc
16.1 P
T "-"Il_”
General Expenditure /"_""\
e ! Special Deficit-
Ri;‘;":e % ﬁg“';"ue inancing bonds

o /

(Note) Figures in parentheses represent the percentage of social security expenditure o general account total expenditure. 28

Shift to “Social security that accommodates the needs of all generations”

The whole increased revenue from consumption tax hike will be spent for social security, which is
not only for the elderly but also children by elimination of childcare waiting list and free childhood
education.

for “all generations”

< After the reform>
Extend the coverage of consumption tax revenue usage
by newly installing childcare policies

Building easier-to-raise ~ ’
children environment LY " _;
o &

< Before the reform>
Revenue by consumption tax is
mainly for the elderly

More enriched,
secured life after
retirement

Broadened supporting +countermeasures to the falling birth rate
enerations +Easy-working environment creation for
g female and elderly workers
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