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Population pyramid in Japan as of 1965
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Population pyramid in Japan as of 2014
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Baby boomers [Dankai Generation] in Japan

Post-War baby boomers have significant impact on the dynamism of Japanese society.
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Strong headwind for Japan

Will demographic trend negatively affect housing markets in Japan?
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Housing starts and estimate by model based on demography in Japan

Housing starts in Japan has strong correlation with core working age populations.
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Real land price and inverse dependency ratio

Not only housing starts, but property price also had strong correlation with demographics in Japan.
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Inverse dependency ratio of major economies
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Housing bubble in the US and Japan
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After the collapse of housing bubble, Japan faced persistent decline while US averted it.
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Monetary base in the US and Japan

Aggressive monetary accommodation by Fed prevented US economy falling into “lost decades”.
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Real GDP growth rate and its components

Population accounts only a fraction of change of economy, but people were very pessimistic.
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Housing price, stock price and GDP (Jan 1985 = 100)

After 30years, property prices (housing and stock) have regressed to fundamentals (GDP).
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Change of balance for household in Japan from 1994 to 2013

During the asset disinflation period, household sector hoarded equivalent amount of financial assets
and restrained personal consumption.
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Assets of household by age group

Elderly population has more net financial assets as well as nonfinancial assets (mainly owned
house). Payment of lump sum retirement benefits is one of the major causes.
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Income and net worth of household by age group

There are possibilities for reverse mortgage market in Japan, but challenges remain.
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Savings rate turned into negative in 2013

Elderly people are rich in financial assets, but do not have enough cash flow. As population ages,
the macroeconomic savings rate continued to decline and turned into negative in 2013.
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Inflation and interest rate

So far, long term interest rate is anchored. Inflation rate is picking up, but remains below 2%
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objective. Will such low interest rate environment last even after more elderlies retire?
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Number of housing stock in Japan as of 2013

There are 8.20 million vacant houses, 13.5% of total housing stock of 60.63 million units.
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Vacancy rate and population in Japan by region

Vacancy rate is higher in regions with declining population.

0, .
5% [Population change, 2008-2013]
4% - Tokyo
o
Oki
5 e
2% - Kanagawa @
Saitama
1% Aichi © chiba @ shigs
e @ ' Fukuoka
Osaka [Vacancy rate ]
0% I . I I
. . . o % excludes for rent units
_ Miyagi
1% iyagi ° . oo ©
‘ @ ®
2% - [ 4 &% * ¢ °
o © [ . Kagoshima
39% ¢ ‘00 ¢ °
° . .Wakayama
. I(ochl
[+) _
-4% o ® Py
5% - y =-0.6154x + 0.0261
Fukushima @ ® R? = 0.4383
ukushima Akita .
6% -
0% 2% 4% 6% 8% 10% 12%

@ EEonEn R

(Source) MIAC



Duration of Vacancy

More than half of the vacant units are vacant for more than 5 years.
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Homeownership rate by age group

Homeownership rate is high among elderly cohort. Aging society, however, does not warrant
automatic rise of homeownership. Homeownership rate has declined among many age group,

especially among those in 40’s.
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Impact of burst of bubble in housing markets in Japan and the US

US home price recovered more quickly due to some extent by drastic decline of supply of houses.
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Number of employees in construction industry

Number of employees in construction industry has been declining faster than total population, and
insufficient construction workers can be a constraint to the industry for some time.
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These materials have been prepared for the sole purpose of providing information to our investors and not as an offer, sale or inducement to buy or sell bonds.

We urge investors when they are making investment decisions regarding bonds to carefully confirm details of the conditions, content, and structure of the final products in the latest product
prospectus prepared for the issuance of the relevant bonds as well as any other most recent available information and accordingly assume personal responsibility for their decisions.



