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Pre-Crisis Phase | Severe cost of living crisis, threat of recession

EHEDRIERRS | TR R RS REDER @
O E B HEAFREE(OECD)BRERBEL(20225%F118) (OECD Economic Outlook, Nov. 2022)
EBGDP CPI
205 | 215 | 225 | 235F | 245 | 205F | 21F | 225 | 23F | 24%F
xE -11.0 7.5 44| -0.4 0.2 0.9 2.6 8.9 6.6 3.3
KE -2.8 5.9 1.8 0.5 1.0 1.2 4.7 8.0 3.9 2.6
<Y -4.1 2.6 1.8 -0.3 1.5 0.4 3.2 8.5 8.0 3.3
T22R -7.9 6.8 2.6 0.6 1.2 0.5 2.1 5.9 5.7 2.7
B -4.6 1.6 1.6 1.8 0.9 0.0| -0.2 2.3 2.0 1.7
QEENREREGDPEEEEAIRE QRENDEBEZHBUR
(UK real GDP and Gross Fixed Capital (Average Weekly Earnings, YoY, 3 month
formation) moving average )
6000 8.0 o
(201 9% (fith, BHTEAE, K1) (BIFRRL%. SHEFA)

6.0

4.0
HEGDP(EHEY) 2.0

L F ‘
4000 0.0 — 1
1000 ‘
-2.0
900

. . -4.0
EEEAE
(LB=%Y)

800
700 -6.0

600 -8.0
08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

&} (source)ONS



Evolution @ Timeline of Key Events
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9R6H FSZBHEFRE (inauguration of Truss administration)

9H8H RIFERIRIVF — I8 L ELERD A EFERI (announcement of “Energy Price
Guarantee for families and businesses”)
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way decline in the pound, the value of government bonds, and stock
prices)
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Evolution @ Timeline of Key Events
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Evolution® | A three-way decline in sterling, gilts and stock prices
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Cause® | Wrong diagnosis and prescription for living cost crisis
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Cause®@ | Disregard for fiscal discipline framework
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UK’ s Fiscal Framework “The Charter for Budget Responsibility” and OBR
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DIFEEEZTE(2011FE~) JOEZE (Overview of the Charter for Budget Responsibility)
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Background @ Surging inflation, persistent external imbalance
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Background @ Vulnerability to changes in the external environment
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Background @ Systemic risks in financial markets
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(Illustrative change in assets and liabilities for a DB pension fund using LDI to hedge its liabilities, with impact of an
increase in long-term gilt yields)
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BOE’s role | Targeted response to contain financial system risks
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(Action taken by the Bank of England gave
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o (LDIGH#ENAST1ENRBLERE)BENRIL. D771 0T DKENRRZEL AVIICETS
HINFOREEBENXZEINT (The situation now is largely one of lower liabilities
and thus better funding levels, and improved governance and operations

around hedging.)
“A year on from LDI crisis, U.K. pension funds in a better place ” Pensions & Investments, Sep 25,2023
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Implication for Japan from the UK Experience
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[ HEO#ZE (UK experience)]

o FSRBUERAMEELIE. # _EIF & E8MENIINET 2 /E T, SEA TOBERBIR COXIIINS,
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[ BERADTRE (Implication for Japan)] ]
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