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Daily new confirmed COVID-19
cases and deaths
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Mutant strains (variants)

« The first through third waves were caused by the original strains of the
Covid-109.

« The fourth wave that came in April 2021 was caused by the alpha
variant, first found in the United Kingdom. The alpha strain which was
1.3 times more infectious than the original one.

« The fifth wave in July 2021 was caused by the delta variant, which

originated in India, and is said to be 1.7 times more infectious than the
original strain.

 |nitially, these strains were called the British and Indian strains, but

under WHQ guidelines, the world decided to avoid naming the virus
after specific countries.

 First discovered in Africa, the Omicron variant has been raging in
Japan since December 2021.



The Fitth Wave

* From July to September 2021, Japan was attacked by the Delta
variant ot the Covid-19.

« Although vaccination of the elderly aged 65 and over was almost
complete as of the end of July, the increase in the number of
Eeople infected with the Delta strain was very rapid and exceeded

he previous peak.

« On the other hand, the number of deaths did not exceed the
previous peak, possibly due to the effect of vaccination.

« Most experts believed that the number of new infections would
not decrease easily, given the infectious power of the delta strain.

« But the number of new infections decreased rapidly in September,

%Bd the state of emergency was lifted nationwide on September



The Sixth Wave

In October and November 2021, the economy temporarily
recovered.

Restrictions on the travel and food service industries were
ifted. They attracted many customers.

n December, however, another attack was brought by the
Omicron variant, a new strain of the Covid-19.

On January 7, 2022, the government announced the priority
measures to prevent the spread of disease (EEH IFFE o
&) for the selected prefectures where a sharp increase in

the number of infected people was reported.




The Seventh Wave

e In July 2022, the BAb variant of the Covid-19 virus has
orought a further rise in the infection cases and deaths.

« However, the government took no special measures to
restrict economy in order to prevent the corona infection.

* In September during the seventh wave, the government
started a special tourism campaign (the nation-wide tour

discount).

* The restriction on the entry of foreigners was abolished in
October 2022.




The 61" Wave: Restaurants under the priority
measures to prevent Covid-19 infection

* In prefectures where priority measures to prevent the spread
of the disease were issued, restaurants shortened their hours
of operation and restricted the serving of alcoholic beverages.

* In general, restaurants that observe the infection prevention
measures set by the prefectures were allowed to stay open
until 9 p.m. and serve alcoholic beverages, while those
restaurants that did not take the disaster prevention
measures were not permitted to serve them.

« Cooperative stores were paid a cooperation subsidy, but
stores that did not comply with the request were not
punished by the administration.



The 6" Wave: Unconforming Restaurants
and Regional Governments

 Majority of stores complied with the request, but many other
stores ignored it.

« Some prefectures, such as Nara, did not implement
measures to prevent the spread of the disease.

« The governor of Nara Prefecture asserted:

 Nara Prefecture is within commuting distance of Osaka Prefecture,
and the spread of the disease is exclusively due to the influence of
Osaka Prefecture.

« Even if Nara Prefecture took its own measures to prevent the
spread of the disease, the effect would be small, and the harm of
stopping the economy would be greater.



Restaurants and lravels
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Although most restrictions on the
restaurant industry have been lifted,
Tokyo's downtown nighttime population is
still only 64% of its 2019 level.

The loss of the urban night-lives might be a
structural change of urban lifestyles.

In June 2022, the government announced
that it would expand the scope of its
subsidy program (prefecture-wide) to
subsidize tourists’ spendings at their
destinations throughout Japan.

This is a substantial revival of the GoTo
campaign implemented in 2020.

However, GoTo was also criticized for
spreading corona infection throughout the
country, so the use of the same name is
carefully avoided.

All the restrictions on the entry of
foreigners were abolished in October 2022.
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-ducation

* In March 2020, the government requested all elementary and secondary
schools to close due to the spread of corona infection. The closure of
schools was succeeded by the declaration of a state of emergency in
April and continued until the end of May.

 Most of the university classes were also put online and continued
almost until the summer vacation.

« In April 2022, universities nationwide fully returned to face-to-face
classes, while the sixth wave of infection continued to prevail all over

Japan.
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Changes in public opinion

« Until 2021, Japanese public opinion has focused exclusively on
the prevention of infection, criticizing policies that prioritize
economic revitalization while leaving the spread of the disease
uncontrolled.

* This is why the Suga administration, which hosted the Tokyo
Olympics at the peak of the delta strain outbreak, saw its approval
ratings plummet. Prime Minister Suga resigned after the olympic.

* In response to the sixth wave 2022, the government did not
declare a state of emergency and limited itself to measures to
prevent the spread of the disease.

« Behind the government’s decision not to take stronger measures
was a change in public opinion.




Why People Changed their Attitude”

* |In the sixth wave, despite the fact that the number of new
infections and deaths exceeded those of the fifth wave, public
opinion and the media remained less critical of the government.

« Some intellectuals said that the government should focus on the
negajti\(g effects of economic restraint, such as the sharp increase
in suicides.

 The change in public opinion can be attributed to a deepening of
public learning about the risk of infection and serious illness.

« Japanese people are influenced by the successive elimination of
infection prevention regulations in Europe and the United States,
such as lockdowns and the wearing of masks.
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« The Suga administration's approval rating plummeted from around May 2021, and Suga stepped
down in September.

« His successor, Prime Minister Kishida, who was seen as more enthusiastic about curbing
infections, did not take stron% measures to prevent infections during the sixth wave, which
began in the New Year of 20Z22.

« Despite this, the approval rating of the Kishida cabinet remained high until Summer 2022.
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Fffectiveness
of Vaccination

the data problem.
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 There is no significant difference between the twice-vaccinated and the unvaccinated.
« The probability of infection for the unvaccinated is double or triple that of the triple-vaccinated.
« However, the strong effect of the vaccination to prevent corona infection was exaggerated due to
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Medical Shortage

The Fifth Wave (Summer 2021)
Blue: awaiting hospitalization

: recovering at home
Gray: Recuperating in a hotel
Orange and indigo: in hospital

https://www.mhlw.go
Jjp/content/10900000
/000843178.pdf
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REcovery



Recovery is not easy

 Most countries are now under recovery from the pandemic.

« However, economic recovery is associated with rapid inflation and
supply shortage.

* The inflation is accelerated by a sudden invasion of Russia into
Ukraine.

* In Japan, inflation is considerably large in food and energy.

« Even though Japan’s inflation rate is lower than other countries,
its impacts on the households are unexpectedly large, causing a
decline in the supporting rate of the Kishida cabinet.
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Inflation
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Stock Market was in boom 2021
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In early 2020, the stock market
temporarily declined, shocked by the
unexpected attack of the Covid-19.

However, in the spring of 2021, major
countries took strong cash transfer
policies to reduce human contact with
economic activity.

Stock markets worldwide entered a
boom, despite the negative growth of
the real economy under the Corona
Disaster.

Many people believed that this was a
bubble that would eventually burst.

However, stock markets started to
decline in 2021.

The current weak market is often
explained by the rapid inflation caused
by the economic recovery and the
Russian aggression to Ukraine.

https://www.nikkei.com/markets/marketdata/chart/nk225/?type=>byear »



The Loans to Deposits Ratio (LD ratio)
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The Loans to Deposits ratio is L
(loans and leases) divided by D
(deposits).

The LD ratio is one of the useful
indicators to determine whether
the asset market is overheated
(i.e., whether a bubble is about to
burst).

For US, the LD ratio was about
90% right before the crash of the
IT Bubble (2001), and the
Lehman crisis (2008).

Looking at the LD ratio alone
does not tell us whether the
variation is due to L or D factors.
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Deposits has increased

FRED /\/’\/,/J - Balance Sheet: Total Liabilities and Capital: Deposits
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| oans have not increased so much

FRED ~4) — Balance Sheet: Total Assets: Total Loans and Leases
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Loans and Leases, which had
been stagnant since the
beginning of 2020, have
recently increased rapidly.
However, the increase is
smaller than that of Deposits.
This has resulted in the
recent sharp decline in the LD
ratio.
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PPP
Purchasing
Power Parity

Indigo: market

Red: PPP on CPI

Green: PPP on Corporate
Price Index

Blue: PPP on Export Price
Index

Market rate tends to
remain between Red and
Blue lines.

Market rate is
undervalued if it is above
Red, overvalued if it is
below Blue.
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CPI Comparison USA and Japan in the last 6 decades

FRED »£) — Consumer Price Index for All Urban Consumers: All Items in U.S. City Average, Jan 2010=100; Not Seasonally Adjusted
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E * Pricesin Japan has stuck at 100
2 since 1995, but prices in the U.S.
i have been rising steadily.
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https://fred.stlouisfed.org/series/CPIAUCSL
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Real GDP per working age population

aged 15b-64 = labor productivity

FRED ~/7 = (Real GDP at Constant National Prices for United States/Working Age Population:
Aged 15-64: All Persons for the United States), 1990=100
— (Real GDP at Constant National Prices for Japan/Working Age Population: Aged 15-
64: All Persons for Japan), 1990=100
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e Japan’s productivity
growth matches that of
US.

« The Inflation rate has
been higher in the US
than in Japan, which is
the factor to raise Yen
relative to $.

« Even if the US
productivity grows
slightly faster than that
of Japan, it is not enough
to explain the latest
appreciation of $ against
Yen.

https://fred.stlouisfed.or
o g/graph/?g=QwLT
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