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First Inflation Indexed Bonds
Issued In 1742, Massachusetts, USA
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United States United Kingdom France Italy Canada Japan
Time of January 1997 March 1981 September 1998 December 2003 December 1991 March 2004
Introduction
CPI
type of CPI CPI-U (urban CPI) RPI (except tobacco), HICP CPI Core CPI
(Retail Price Index) HICP (except tobacco)

(except tobacco

Linked CPI Lag

three months

three or eight

three months

three months

three months

three months

months
Principal
Guaranteed Yes No Yes Yes No No
Term Years 5, 10, 20, 30 years 6-50 years 4,10, 15,30 years 5,10,15,30 years 30 years 10 years
Interest Payment " . . - .
Frequency twice a year twice a year once a year twice a year twice a year twice a year
Strips OK No No OK No No
US$536.2 billion UK £ 157 billion Euro 151.3 billion Euro 83.7 billion CA$31.5 billion ¥1010 billion
Amount of Issue (4830 billion) (¥2140 billion) (¥1920 billion) (¥1060 billion) (¥340 billion) December 2008
October 2008 September 2008 September 2008 October 2008 November 2008

Source: Treasury Department of the United States, Debt Management Office of United Kingdom, the Department of Treasury of Italy, Bank of Canada,

Ministry of Finance of Japan and the Bank of Japan (Mizuho Securities)




Issue April 2007 June August October December February April June August
2008
Amount of 500 500 500 500 500 500 500 500 500
Issue
(billion
yen)
Month of | September, December June March, June, December March, June, December
Interest March September September
Payment
Month of March June September December March June
Redemption
Base Month | December March June September December March

Note: August and February are basically reopen.







» In UK, 80% are life insurance and pension
funds.

» In USA, the major holders are investment
(mutual) funds.

» In Japan, 70% are the foreign institutional
Investors such as pension funds, life
iInsurance and hedge funds.




» Low prospects in future inflation.

» Public pension funds are not afraid of
iInflation because inflation risk can be
hedged by Increases In tax revenue.

» Institutional investors are reluctant to
Introduce new operation and accounting
system that can handle indexed bonds.

» Market liquidity is still low.



» In the long run, inflation indexed bonds wiill
be included In the portfolio of annuity
products.

» In order to be recognized as one of the
most useful inflation hedging instruments,
the Government has to advertize the
Inflation indexed bonds more extensively

and perhaps to provide a special tax
iIncentive.



