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S. Arslanalp & D. Botman (2015) “Portfolio Rebalancing in Japan: Constraints and Implications for Quantitative
Easing” (IMF Working Paper)

. Portfolio rebalancing is a key transmission channel of quantitative easing in Japan. We construct a realistic rebalancing scenario,
. which suggests that the BoJ may need to taper its JGB purchases in 2017 or 2018, given collateral needs of banks, asset-
liability management constraints of insurers, and announced asset allocation targets of major pension funds. Nonetheless,

. the BoJ could deliver continued monetary stimulus by extending the maturity of its JGB purchases or by scaling up private asset

' purchases. We quantify the impact of rebalancing on capital outflows and discuss JGB market signals that can be indicative of
. limits being within reach.
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1Hin FY 2013 | 2H in FY 2013 |1H in FY 2014 2Hin FY 1IHin FY 2Hin FY (reference) change in
2014 2015 2015 valuations in 2H FY2015

Postal Savings -2.19 -9.60 -9.50 -10.11 -13.99 -10.52 NA

Bank -19.12 +3.12 +6.61 -3.97 -11.83 -2.92 +10.68 (incl. postal
savings)

Trust Fund +0.48 +1.08 +0.36 +0.32 -0.12 -0.55 +0.23

Insurance -0.37 +2.77 +2.26 +2.66 -0.32 +13.35 +14.02

Pension Fund +0.40 -0.78 -4.25 -6.65 -2.08 +0.79 +3.84

Non-bank FI +0.11 -0.22 +0.04 -0.01 -0.12 +0.04 +0.04

Dealer/Broker +0.64 -0.17 -0.64 -0.34 -0.06 -0.06 +1.22

Government Bank +0.49 -0.33 -0.68 -0.35 -0.10 -0.09 +0.01

BOJ +34.62 +28.37 +26.55 +41.52 +43.33 +48.83 +11.23

Government -0.01 +0.02 -0.03 +0.05 +0.01 +0.05 +0.05

Rest of the World -2.19 -2.33 +6.51 +5.59 +2.37 +5.14 +4.68

Non-Financial Corp +2.04 +1.04 -0.98 -0.77 -0.00 -0.19 +0.02

Household -2.19 -0.85 -1.62 -2.32 -2.34 -0.46 +0.54

Total (= Net Issuance) +12.72 +22.15 +24.61 +25.58 +14.71 +53.41 +37.21
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2. BERFEDFMEREL: T4 FRXEF B #4:Thomson Reuters
B EEERTIE~DEE (1)
- BHIERMTHTETIX.ET . VM FREFOEAREIZE>TAH—ToI—4yrDL—rERINIZA2 1Tk
MELT-, D% . ZEOEA#MAB 2H168) I2[EX, /13— OTGEEEHTEURA NI ELT=,

Po&t, BMIBFEI—ILO/NL—HE, ZOREIVBEREF (-01%) = LE>=-FFHFR LTS, CDfE. TB
L—k®Dvolatility[FEWVEFHEFRBL TLVS,

(E)BHL— DR (%) (B)FHAYV—2DL—ILEH—T (%)
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B EHAEMTE~DEE (2)
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EH: BRI
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LaHAHbND,

(ZB)a—ILL—k(%). (B)a—IILTHIEDER (ATEL. %)
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2. BERFEDFEMEREL: ¥/ FREF 4 BART
B XREHOBEIEEEES

RBADHRIERERSEAHSE. TEM-BMNERMBENNIOEARIIEHRITOEMABRBEL TS
EMBILD, T, PILKIRITEZECE DD ERBEAEER L LMGRITAENITHENTND BH. K
F2ADERBTORSREEFEADERICLSELDOTHY . FEIDEAELLICEENBRIT HENR
RAFENTLND,

(D) XBHDZRS. (B)XEBHDZESDEEUEM)
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(B8) VAT AEHERARESDHEH (T FAEFHEKREARD B RICKSHHED)

NRI

EH: BRI

(¥100mn)

Current account balance

Positive rate applied

Zero rate applied

Negative rate

Share of negative
rate

applied

City banks 965560 813680 135570 16310 1.7%
Reginal Banks 172190 136160 29780 6250 3.6%
Reginal Banks IT 42990 36430 4120 2440 5.7%
Foreign Banks 247230 205700 600 40030 16.6%
Trust Banks 200300 154190 22700 23410 11.7%
Other Fis under reserve 693970 531620 39700 122560 17.7%
requirement

Other holders of current 212050 186450 5560 20040 0.5%
account

Total 2534290 2064230 238120 231940 0.2%
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2. BERFEOFMEREL: R4 TRXEF He AABT
(8%F) A1 TAEHNOERDERZES (6 AHLUVTA DIEAHAR)

Current account balance . . . Negative rate Share of negative (¥1oomn)
Positive rate applied |Zero rate applied . rate
applied
City banks 1069700 812430 257280 0 0.0%%0
Reginal Banks 251170 152150 94520 4500 1.8%
Reginal Banks IT 51120 39860 10710 550 1.1%
Foreign Banks 214910 204470 BoS0 14590 6.8%%
Trust Banks 359220 161180 119770 TE2TO0 21.8%
Other Fis under reserve 776350 536350 85370 154620 19.9%
requirement
Other holders of current 215240 188490 23630 3120 1.4%
account
Total 2937710 2084710 596120 256880 5. 7%
Share of negative
Current account balance . . . Negative rate g
Positive rate applied (Zero rate applied . rate
applied

City banks 1077700 812250 265450 0 0.0%
Reginal Banks 243720 151890 20060 1780 0.7%
Reginal Banks IT 48890 38760 9570 160 0.3%
Foreign Banks 227710 204470 Bo650 14590 0.4%
Trust Banks 344760 161410 124600 58740 17.0%
Other Fis under reserve 751040 532020 86730 131390 17.5%
requirement
Other holders of current

212030 188280 22320 1440 0.7%
account
Total 2005460 2089990 607380 208090 7.2%
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B SRITOEEFIH (1)

- RITICHITHFAE DFE (T FE O GHEIMERZI-E-> TS — A ZFREIDEVFHREDFFMHEFS
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FROE H EFEE D FIH (%) BEOEHEAEDOFH
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B RITOEEFIH (2
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(RE6AXR)TIE. £FN% KBmDEHLMNBEICERZEDHTNDIEMN 1.5 KFEICE->TIL3/4Z2HH SR
5Rt7‘-d:07‘-:o

BHERAOEHZS D5 (%)

35.00
less than 1% less than 1.5%

30.00

Jun 2011 30 51
25.00

Jun 2012 34 56
20.00

Jun 2013 40 62
15.00
10.00 Jun 2014 45 67
5.00 Jun 2015 50 71
0.00 ' ' - : ' : ! ' Jun 2016 56 76
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2. &%$E§®§¥W&EEL 74TZ$*” E ¥l : Thomson Reuters
m EEOS—IFH—T
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B EEEVANDHARTAY

NRI

B BARERIT

- BER(ERTIER) (F. BEEANDHARSAUICDOVNT, ENLD T4 —R N\ IxLEICHELGRELE
ToTEL. BENDHNAZIEMN-ENEMETNIOEARLLRTHE, BEFI~SFLERFIOFEDONATD
V—UNBEANEE, HELBEZTLSIEADN S,

ERATIGERNRELE-ERREANDEES & (1R

[E8-BHEMENIOZ AR (20135F4R) IEBINFEFIER (20145£10H) BE
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- FITEE (25FE. 5EME. 10FEE., 205\, |~ —
RARREME |30, s05@. THFHLE. DHEDE |5 (A%
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2. BEFEOFFMEREL: 1T RAEH CEERrEE 3
==
B EREEBEER
FY2015 FY2016 FY2015 FY2016
Total Fi d 154.2 152.2 (EF)
otal Finance . :
in the Market 40-year bonds 2.0 (0.4 x5) 2.4 (0.4 x 6)
Market Issuance 152.2 147.0 -{ 30-year bonds 9.6 (0.8x12) 9.6 (0.8x12)
Non-Competitive 2.0 5.2 20-year bonds 14.4 (1.2 x12) 13.2 (1.1 x12)
gl i 10-year bonds 28.8 (2.4 x 12) 28.8 (2.4 x 12)
For H hol 2.1 2.
or Households 0 5-year bonds 30.0 (2.5 x 12) 28.8 (2.4 x 12)
Bank of Japan 10.4 8.0
2-year bonds 30.0 (2.5x12) 30.0 (2.3 x12)
Total 166.7 162.2
TB (1-year) 25.8 25.0
TB (6-month) 0 0
- 2016 FEEFHTIX, BEDOHIEGHRITEE 15-year floating bonds | 0 0
N | % > —=
[F147JkH (/AaR) &%Eéhf“%o 10-year indexed bonds | 2.0 (0.5 x 4) 2.0 (0.5x4)
- BIEEIZERTS6IkAREADL-ERIZ Auctions for enhanced | 9.6 (0.8 x 12) 9.6 (0.8 x 12)
. SL—o= —_ = liquidit
DWTIE, BURAFRATH o =S &I k]
Total 152.2 147.0

Z. B EHTIREO T CRIEILFETM
HEHLI-CELHBAShTINVS,

- BIEEICEHERT AOFROETZEE TIECIT TR EG o -—AL 20FR. SFR/. 2FEBE L1 EYTBD

REITeBRETRLIFEELZESO TS,
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2. BERFBROFMEREL: R4 FRAEF #*:ECB
(BEf) 1 —DBOERFETE

"ECBDFSR(2016F58F) [C&NIX. 2 —OBE D ZLDOETIE. MM EFBHEDEIZL-T-AERRIEL-R1T
FERETEEIITIEENHENTLS, EfE. ISV RAPARSAUITIEBEIABEORINRESNT =,

Chart 1.20 Chart 1.21
Soverasign financing conditions remain favourable for The shift of issuance activity towards the long end of
most rating categories the maturity spectrurm has continued
Sowvereign ratings and ten-year govermnment bond yields in Issuance of govermment debt securities by original maturity
individual eurc area countries and average residual maturnty of govermment debt securtties
im the surc area
(2015, perncaniages) (2010 — Qi 2015; EUR blllicns; years)
& iokEl net lssuancs 257
10 =197 Hl =2Y
ER® W 10-15v - Eve residual maturity
=] | 5-10Y irght o)
E EOO .0
_ 700 5.9
EOO =]
= =00 8.7
5 4pa 5.6
i
4 30 S
3 200 - o.4
ET &
= T E-E-qT i = >
C e 5L ; E - = —
- L s - -300 5.1
o -200 6.0
BB, A, At A EEB =5+ BE- = SO+ 2090 2011 2012 2013 2014 2015 Q1 2016
Sources: Moody's, Standard & Poor's, Fibch, ECB and ECEB calculabars. Zoures: ECEB Sovernment Anancs StEisics.

Hofss: The rating Scors Rpresas e aWarage raing oy the thres major ratng
agencies, Moody's, Standard & Poors and FReh. The bond yisids indicabe the average
ong-tenTi Interest rate for ConvesgEnce PUIPaseE [secondany marked yields of
govemment bonds with maturities of fen, of doss o ten, years) Tor the period firom
January 2015 o Manch 201E.
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B ETFEREITO B AN GRER)

NRI

B BRBT

- BIRIFITEM - B ERBEFIIELTEALLETFEREITOE ANIZET HH MM 0% TDREHRIC
E->THELTLS,

ETF(E)EREIT(RA)DEANDHARZAY

rE6-ENEMENIOB AR

ME8- BHEMEN OB AR

(201344 7) R#E (201344 7) R#E
BEANE ERTHREZ1RMAEM FRITHREZ6JKMAEM FHTEREZ300=ZM M FHETEEZE00{EMEMN
TOPIX, Nikkei225, E1=I% A ROBEEESRBEANRTTEED
JPXNIkkei400% S B3 5L M oA . = (F%)
= - TOPIXZE - [£Nikkei225% S8BT 2HD - ET200E X B U EDOIEIEFELHY.
LS e R R A S B (O EM BRI OREIEEA00EMALLE TH
TEOKRMZESETHED 550
-BENERBITICEANEERT (R1%E) -BENERBTICEANEET (RI%E)
EAhgs |[FERIAIFSAISSTRIER gy, BEAFARSAUICRoTEITEER  (HE)
HARSAUDEHENT, BT (%) HARSAODEHENT, ERBTIIRE (FAE)
HEXHTS =8I S
‘B8R, BETFOEAN LR, & | _ _ - _ .
BT AR TRE (R%) BREITOER AN LERIE5% BREITOE AN LRIZ10%
BRI BRELLTOERNTHEEZE (FE) ‘BERIE. BRELLTOIEFITEZEEFREBIT (BE)
EBTICEST put= -3
BANSEE |[GEAR) (R1%) (not announced) (R%)
B AN [TIHEE (R%) Market price (R1%)
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B ETFThi5

NRI

M R EEZFE S P

- VAT AEFBREDRERIC—EREETRIELI-ETFOEE| (L. BEFIZATTOOELBNTETLNAS,
RIS FDIETILIERKEL T search for yield"F{BELTWAN, AEFTHEOBERXTEOARAELEILLH
RICKDETFEAND KIGIGEELENEZET S 2 -LHND,
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B J-REITHiZ
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2. BMRFROFMEREL: BHZIER
B EHZER

NRI

EH: BRI

- BIRICKAEHXIERIE. OFHEMEZXIET 2-ODEEHIE (201356 A ~) LQORMRERARILE IR
I A-HDEEHIE(2010F98 ~) D =DM - TS,

RHENZEXETS-HDERME

RARERREEXETS-HDEEHE

B R H
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2. BERFEROFAMEREL: EHXZER
B GEHBNEXZEZETS-H0EEH]IG

NRI

¥ BREBLT

* AAARFE BEPEREVSEEHEDENMNORR—F —DEHIMRELO>TLS (ARENEEDN
Aza0)EbhY . EMEEICIAIFIAIIEKETHERL TS, ER. BEDRI6E X KRFITICESF

(Z)BROERTES (BM) . (B) MM EORITE(EM)

R&E-TULNS,
First Second Third Fourth Fifth* Sixth* | Seventh*
Jun 2013 | Sep 2013 Dec Mar Jun 2014 Sep Dec
2013 2014 2014 2014
Major 25,400 6,142 2,790 23,604 94,962 | 114,514 | 134,054
banks <8> <3> <4> <4> <7> <7> <7>
Regional| 6,119 2,670 7,738 11,049 38,510 44 523 55,719
banks <62> <23> <41> <50> <107> <108> <110>
Total 31,519 8,812 10,528 34,563 | 133,472 | 159,037 | 189,773
<70> <26> <45> <54> <114> <115> <117>
Eighth* Ninth* Tenth* 11th* 12thx 13thx
Mar 2015| Jun 2015 Sep Dec Mar Jun 2016
2015 2015 2016
Major 160,497 | 162,003 | 163,101 | 166,385 | 153,189 | 149,185
banks <7> <7> <7> <7> <7> <9>
Regional| 62,957 69,083 73,017 78,723 91,031 | 105,814
banks <112> <117> <117> <119> <122> <118>
Total 223,454 | 231,086 | 236,118 | 245,108 | 244,220 | 254,999
<119> <124> <124> <126> <129> <127>

Copyright (C) Nomura Research Institute, Ltd. All rights reserved.

Duration 1 year 2 years 3 years 4 years
First 1,914 0 29,605 -
Second 300 94 8,418 -
Third 1,111 0 9,417
Fourth 15,760 100 18,793 -
Fifth 0 0 0 49,368
Sixth 0 0 0 25,865
Seventh 0 0 0 31,336
Eighth 0 0 0 44,000
Ninth 0 0 0 21,369
Tenth 0 0 0 7,286
Eleventh 0 0 0 19,976
Twelfth 0 0 0 23,462
Thirteenth 0 0 0 62,028
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2. BERFEROFAMEREL: EHXZER

B RERBIEZXIEITH-OODEERMIG

NRI

EH: BRI

- FEBREAICHBRE RE-IRILF—DE
BANIARTT A4 750T7OTEEE
CHRADIITHRELY,

2016 F3ARBEDETES

({EA., OCAITERHEI B0

Major Banks

32,762
<10>

Regional Banks

25,597
<86>

Total

58,359
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