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Case Study: forward looking
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Figure 3.6. The 2009 Reference Projection

Primary balance of central and local governments as a per cent of GDP

B. Impact of policy changes on the deficit2

A. Primary balance!

1. The five cases from the Reference Projection are explained in Table 3.5.

2. The bars indicate the change in the primary budget balance of central and local governments resulting from a

L o | PR PR oy, .,
2010 2012 2014 2016 2018 2020 2022 2008 2010 2012 2014 2016 2018 2020 2022

reform of social security, spending cuts and an increase in the consumption tax from 5% to 10%.
Source: Cabinet Office (2009a) and OECD Secretariat calculations.

Table 3.5. The different cases in the Reference Projection

Stactink sy hitp//dx.doiorg/10.1787/725357615570

Cutin spending Reform of social Primary balance
Consumption tax security? in rzyoz 3!
By FY 2011 After FY 2012 Ty
Case 1 Raised to 10% 14.3 trillion yen Constant m nominal terms Yes 05
Case 2 Raised to 10% 11.4 trillion yen Constant in real terms Yes 20
Case 3 Unchanged at 5% 14.3 trillion yen Constant in nominal terms No 0.7
Case 4 Unchanged at 5% 11.4 trillion yen Constant in real terms No -2.8
Case 5 Raised to 10% 14.3 trillion yen Constant in nominal terms No 14

1. Primary balance of central and local governments as a per cent of GDP.
Source: Cabinet Office (2009a).
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Figure 3.4. Interest payments by the government 6.
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Bloomberg
Figure 3.5. Ownership of government bonds in Japan
1. Defined as interest payments minus interest receipts divided by net government debt. In per cent at the end of each fiscal year
2. Defined as interest payments divided by gross government debt.
3. Ten-year government bonds. Pg&g“’ pe'ei)m'
4. OECD estimate for interest payments and receipts in 2008.
Source: Cabinet Office and OECD Secretariat calculations. 50 Rubic sector: 50
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Figure 1.8. Saving-investment imbalance by sector
and the current account balance
As a percentage of GDP
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1. The public sector includes the general government, central bank, public financial and non-financial corporations
and Japan Post Bank and Japan Post Insurance, which became separate companies due to the privatisation in 2007
and aim to be listed on the stock market in the early 2010s.

Il Corporate sector'.? I Households Source: Bank of Japan, Flow of Funds.
F'91f geﬂi Bl Govemment —— Current account balance Per Csm
1
8.

10 10

5 5
0 0 F i
(1)
-5 -5
(2
40 . " ) " " " " " " 10
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1. Includes non-financial and financial corporations and the statistical discrepancy.

2. Transfers from public corporations to the government are included in the balance of the corporate sector.

Source: Cabinet Cffice and OECD Secretariat calculations.
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