EfEEHRFRFAO T EF—
RAEDKIER RILEPEEBAREE - BREFANDOI>TVI—>3>
December 19, 2022

AB(IESGIREE

oL OLEIE e N

AEBDIRTE

(Mankiw Model)
MHABEE
BEBI\S>OATERD
ESGE ERIREI\S >R
ESGEATBUNS >R
ESG & FREINSZ
fEimE A E

O)X—k 73> - JIILRI>
RREBNAE, LB ESR

BIVEH RS > L—MUFGEES., =P 7 R)I\AH—

ESG and the Yen

1. FX Model BEDSL I T
(Mankiw Model) L

2. Yen Dollar Outlook .

3. Savings Balance Approach 20304 =

4. ESG and Private Net Savings Ao oriaa o

5. ESG and the Fiscal Balance

6. ESF and the Current Balance

7. Conclusion and Prescription F%EUJELJ ‘

Robert Alan Feldman
Tokyo University of Science, Senior Specially Appointed Professor
Morgan Stanley MUFG Securities, Senior Advisor



ABREEE
<2o0)\5 DZE“E(g

FX Model



RO7OFTFIVHISRERBBORE (EIIHIEN)

FX Model (Macro, Simultaneous Equations)
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Macro Look at at 2022
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Core Inflation and Policy Rate
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Yen Outlook: Stronger, but Not Back to 2021
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US-J Policy Rate Differentials vs Yen/USS
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Macro Balance: ESG Investment and Global Interest Rates
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will Investments Will the How will ESG
private for ESG will fiscal impact the
savings rise sharply balance turn current account?
suffice? to a surplus?
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Impact of ESG on Net Private
Investment
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The Energy Transition Will Require Huge Investments
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Just converting Japan’s gasoline vehicles to EVs
would require a 19% increase in electricity supply 9
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The Fiscal Balance and ESG
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GDP. Govt Spending, Medical Costs in FY2019
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The Current Account and ESG



FREINZ EESG The Current Account and ESG
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. Positive impact on current account . Negative impact on current account
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Energy Import Cuts Would Improve the Current Account
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Mineral Fuel Imports as a % of GDP
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Longer Term, the Yen Depends on Three Decisions
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Allow higher rates Fiscal balance Use a weak yen
to elicit savings for improvement to improve the
ESG, or abandon through social current account,
ESG investiment? cuts or tax or structural
hikes? reforms?
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What Policies Should Japan Adopt?
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