(®) Bank of Tokyo-Mitsubishi UFJ
BTMU Focus USA Weekly

=ZZHRRUFJERTT BFRAEE-—21—I—VEHERR

The Bank of Tokyo-Mitsubishi UFJ, Ltd.
Economic Research Group (New York)

Toshiki lwaoka &[] HEAS
Managing Director & Chief Economist

KB Weekly 13 HBED 720k T & 720 £, +1(212)782-5701, tiwaoka@us.mufg.jp
LH2EA LS BROKLET,

March 19, 2014
<FOCUS>

SHAFOMC~I7#7—FHAFVRAEEBE. BLTEAIROHR

> FOMC (%, AHDOEFISE CTEFEE AL H 550 & R/VICHi/NS D Z & &kiE, £z,

PuGHBORICET 274U — R4 X A%, LD EMEMRLDONMEE Lz, BRI

T RY ZEGREN, T T — R ITA XL AOEE T, A7 LVEEDaI Yy M AV
W2 AERETO DHI1FN, BORAREWHE AR S & L TRK LTz,

> AR B RAHENE, BilRl 1 A SGRNLIE T FHELE, £50RFIE D~
~xﬁrﬁf@%%ofﬁLJ\&%ﬁ%®E@mF%%%%EwJkbtﬁ\%mmm
ONTIXZINE TORBEAMAMKEE, 17X 1250 TH FOMC DR FHRNCIN - - HR
ZHEE LTS,

> 7¢U—Fﬁ4ﬁ/x_owfi KFERDOMM 6.5%%HIbR, £ e&F IR OMkX
REMEA 7 VEEERICAT R Z . TSSO T VTS - #iRE, eptiEE
%ﬁéﬁfwﬁﬁf &%%izﬂm#é T2, FRICA 7 VRPN BEEZ TR, A
V7 LIRS S0, P dRIEGEITEEB AR T L5070 o
MR Z WY THAH L LT D,

> RETHNI Y OEYE GDP ER L OBEMRERD ERN&ESIKT Lic—F, KFERIL
i@m@ L CUWETDHMEE, 7277, ARRERNTHEESL, KFESRN 2015 FK
IZEREER BRI D X . 2016 fERICIZIESRLEANDER S 5 il LIZARZE, FF &
FNZ DU T, 2015 4K O AEE IXRATEI O 0.75%7> 5 1.0%~., 2016 4R ICOWTiE 1.75%
e 20%~FHFY7 LT,

> AROT T —RHA X ZAOEEIL, HELY BWZ A I 7 TOWRE, KEROBIM
LLTOERNENT-ZE FRBAERICOWTHEZED TS Z RN EEADND,
%m@%ﬁ#Uﬁ>FFéﬁ FHO EHEESEEEE 2D L. A@&mi&wmm@m%
DRFRN, At RRFEHRENUGEIZR N, BRI OE PN REFIZA - TL 285% 41
Hfﬁ\%E@ﬂtﬁﬁ%ﬁéh%ﬁw%%%%@éhéoﬁﬁ%@%ﬁ%ﬁ#é&#%
SNECEE R MEHE SN D ES VWD, SRIET T 2L A TEBMERHLHTEA I,

<INDICATOR OF THE WEEK> SZNDEKDESF\ME? - - - - P8,

BTMU Focus USA Weekly March 19, 2014 Page 1



(®) Bank of Tokyo-Mitsubishi UFJ

MUFG

<FOCUS> 3AFOMC~27#4#7—FKAHASZVREEBE, L TR HIROHR

EEEADOH/NMES. REXEDORMEEHIFR

HIRABATHZEES (FOMC) X, AHDEFIEE TEEBANT T VT L Eg| i &
52 L ERE, EELRON MBS OB ANFEZZNZEH 50 B RV O LEt 550 (B Rv &9
% (%% H 300 K/v, 250 (& Kv)

Yo S RBOROMGIZBET 2 74+ U — KU A XA (BURES) 2o\ Tk, RERO MM
6.5%ZHIFR L., X @M TAH L ANMEE L. (1) |

Bt a Ty 7 aX I 2T R RAEEREN  EMENR 7 3 U — RHA X A~DEE T,
AT VEEOaI Y hA Y MIXTHERETTO DHIE BORAREREZ RO 5 & LTkt
AU,

ESOTIREE - S£1T7ERE L ISR

ISR B BEAHIN. filml 1 ASERENBET 2 FHIELE, X5 OREIEHDL—
A0 TR S & - THROE (slowed) | & L, £72, (EEHHORIEIL (5] &k & BV (remained
slow) | LM L7z,

—F., TOMIZZNFE TOREAPHRBKIE S, FETHSIC OV TL BN S, 2K
ELTIT—Br g & D RITEMR, Fit X ERIEREICHOWTH G & XKk & L,
WMEEGR &4 > 7 VICBET 25 I b ATH 2B ARETE -7,

BROETEICHONTH RFEFEENIESCMNICIERT D] & L, 3l &#HiE FOMC OfRRE T
BNIR > =R 2 HEE, TGO tE (LSIXINETORERERNOER) | 1~
7 VRN 2% D BEEAENRE S 5 0 EHR T 5 ZE B TR B2 D o Ty,

£ OEFIBERO#EITL S HET

GREHE A (QE3) FHIZ W TIL, B EREIE & @y iE L odEsERIc, EE
& MBS OE AFHEZ & 512 100 8 FAREET 5, £7o. BFILIETHIGORERE X250
IZH 3 R BT IR E RN B 5 & DY R STz, SHRICOWTIE, BFT — ¥ D@t o
ez e A 7 LEROFPEMBE~ORGEZZEZMT 5D H 0O LU B AR R 2 12D
W5 FHE DAL,

—J7. Bu&RBORMERFCRE T 7 4 U — R A X RO TE, KERDOBE 6.5%%
HIER L. EYERIZR T A Z v ATEE LTz, ¥ o &RBORkG DML, 22l e A 7 L H
200\ Z M) 7o & FEAE « TRIOR G HRME L, HEhEeA > 7 Ve - $if5, &l
BMCBHT A HIEZ G TRRIAVRE T — X 25 E L T Thbivd, £, FRIA > 7 LEED 2%D
EHMBEEZ TR, A > 7 VIS HoI2if ST, BEesfBOR = ErEE AT
L7 b 0720 OWE (considerable period) #ERid o Z & N@EUITHAH & THIL TV 5D,

BEFRL/MMSBE. FFEMFRELFST

PP TRITATEI2 D/MEOEIE (REEK) , HEOEE GDP liRR L EARER (PR
H) OrvrY ERPEMET Le—T7, RERITIVATMHEL TEESTDREBLLZRS>TND,
22, BRRERPTHELESHLTWD T, JKRFERD 2015 4£5 4 M-I BRI ER BIR
([CESE 2016 FERICIFITEREM P ER S LD L O Rl LITARZE,

BTMU Focus USA Weekly March 19, 2014 Page 2



(®) Bank of Tokyo-Mitsubishi UFJ

MUFG

FOMCIz & 282K F Al

HILMER 2RDOFRLUY
(%) 2013 2014 2015 2016 | shEMj | 2013 2014 2015 2016 | hEH

w4 M@ (98) |20-23 29-31 30-35 25-33|22-25(18-24 22-33 22-37 22-35|21-25

EHGDPH E & #E (128) |22-23 28-32 30-3 -32(22-24(22-24 22-33 22-36 21-35(18-25

@ (38) 0[7223| - 21-30 22-35 22-34(18-24
#i4<E (98) |7.1-7.3 6.4-68 59-6.2 54-59|52-58(6.9-7.3 6.2-6.9 53-6.3 52-6.0|52-6.0

P #E (128) |7.0-7.1 6.3-6.6 58-6.1 53-58|52-58|7.0-7.1 6.2-6.7 55-6.2 50-6.0|52-6.0

4ME (38) - 6.1-63 56-59 52-5652-56 - 6.0-6.5 54-59 51-58|5.2-6.0

Bi<ME (98) [(11-12 13-18 16-20 1.7-20 2.0 1.0-13 12-20 14-23 15-23 2.0

PCES YT LE #E (128) [09-10 1.4-16 15-20 1.7-20| 20 [09-12 1.3-18 1.4-23 16-22| 20
4@ (38) - 15-16 15-20 1.7-20| 20 - 13-18 15-24 1.6-20| 20
WicE (98) |12-13 15-17 1.7-20 1.9-20| - [12-14 1.4-20 1.6-23 1.7-23
JFPCEL LTI LE #E (128) [11-12 14-16 16-20 1.8-20| - [11-12 1.3-1.8 15-23 16-22
@ (38) - 14-16 17-20 1.8-20| - - 13-18 15-24 1.6-20

GE) PiMERFETFHA=ZDOFRMEZRR=ED, COPE A T LEIEFAMEYORERMIL, KERSEFHIMEHTHE,
(##}) FOMCEHM &Y =ERRUPMRITRFAREER

FOMCEMEMNEET HFFRFIEEKE (SAK =)

FERFIO T EFIEESRE (B . 200568 T
REF S O FAMEIZREIE 12 A @ 0.75%7)> 5 1.0%~, 2016 20164 % (12) = 201645 (38)
FERIZOWTIE L75%0 5 2.0%~ZFNF i EFIcy 7 170 I
FL7z, ZHE THL EFOAL— 2350 LTV f

FOMC A U NN—DOFHEN EHFEEINT-E L 2o T

Do

Bhot=2x7—FAA S5 ADEIE., BEEITER Hi

"b?‘frﬁ]&%ﬁ 02505 10 15 2 5 30 35 (::ﬁﬂz‘t.;)

/%\[E] FOMC T@i\ ,/%Ewlf—i k 720 Tb \71—:,{2\‘ D%ﬂﬂl%ﬁl (BH)FRBEY=ZEHRRUFIRITIRERE R
Bt A7 4+ U — RHA XU AN, T E COHfERUE
Mo, LD EMEMRTA X AMEIES LT,

KRERNETLBED 6.5%% FEIS> TWRNI &0, A7 LROIAE (20%) % FEE 12
AIGEML TSN & 7 4 v ¥y —EBEROBIERITH Y 2 & o AU R % )
FAHTHAD L, ENLAENIEELRWE A TWER, KDVBREWY A I 7 TOWREL R
ST, REFOKTHES, BEE L TOERNENLT Z LI1TMA, FRB 235 0mIE iz
DOWTHREBZED TWAZ EnEREALILS, 1 HFOMC OFEFEETIX, 74V — KA
AL ADBEFIECONWTEERBERANH TN e T 58 AL U RORET
DRI NI EfRIRTZ D000 LRV,

—J7. FACHETCIL, FI EIFBRIRICHT- - T FF &R 2 E B2 EfE (k%) Lo
KSHERFT D ENIEXLTEDELEE) GB6 /X775 7) ARIDOT7 4T —RKHA X
ADEETINE TCOBREBEROERZBWR LW EDIENMA NN GBET/XT7 75
7) . FEHSCCRIT D ER ORI, B U CREBA BB TR FF &R TR o EFEE
HEEZD L, SRIOREXS DI 8, 4 =L R ORRES R TIE, &FEN
BEIZE D= N2 A 2558F D% 0, EFIREZTOREGHEWT &L s ofkH
DR SN, FIASUI Z 0SICH F D i Ty, Al 74U — KA X ADEIE

(3. N)

BTMU Focus USA Weekly March 19, 2014 Page 3



(®) Bank of Tokyo-Mitsubishi UFJ

MUFG

NEBINZHOD, BoOF EiF % TiET 5 FOMC A /8 —H1FEET S 700, BEIEERN
AUNR— Lo TRELLEARDEEL LD HLHEETEIRNTEAD,

S50, ERIREFD O B MERIRE/ N 2 ke LoD, B e S&HBURIZOW TIEIRF B AL RAamIZ
HIBr4 25 &9 Z &0/ D0, RBFHRENSGEIZANV, ERFEMOE IENHEFIZ A>T %
FEHLFATT TE, REOR EFREH ST WVWER S TR IS, SRREN, EAEN
DT L= OR] EF 7 et 2 BRI AT HIWT 2R D9y E 9 DTS00 R B A TS 28 e g %)
BT D 2 & TRAINESLCHEEMEESND E W) EAEWVWNESZIKTT 5 HEME D AT
BLIVEXRDHHTEA I,

(o [ FE st

BTMU Focus USA Weekly March 19, 2014 Page 4



(®) Bank of Tokyo-Mitsubishi UFJ

MUFG

FOMC FHAIXX

BiE (1 H 28-29 H)

e

4| (3H 1819 H)

FOR e A OB

Information received since the Federal Open Market
Committee met in December indicates that growth in
economic activity picked up in recent quarters. Labor
market indicators were mixed but on balance showed
further improvement. The unemployment rate declined but
remains elevated. Household spending and business fixed
investment advanced more quickly in recent months,
while the recovery in the housing sector slowed
somewhat. Fiscal policy is restraining economic growth,
although the extent of restraint is diminishing. Inflation
has been running below the Committee's longer-run
objective, but longer-term inflation expectations have
remained stable.

S Wofiliod s L

Consistent with its statutory mandate, the Committee
seeks to foster maximum employment and price stability.
The Committee expects that, with appropriate policy
accommodation, economic activity will expand at a
moderate pace and the unemployment rate will gradually
decline toward levels the Committee judges consistent
with its dual mandate. The Committee sees the risks to the
outlook for the economy and the labor market as having
become more nearly balanced. The Committee recognizes
that inflation persistently below its 2 percent objective
could pose risks to economic performance, and it is
monitoring inflation developments carefully for evidence
that inflation will move back toward its objective over the
medium term.
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Taking into account the extent of federal fiscal
retrenchment since the inception of its current asset
purchase program, the Committee continues to see the
improvement in economic activity and labor market
conditions over that period as consistent with growing
underlying strength in the broader economy. In light of the
cumulative progress toward maximum employment and
the improvement in the outlook for labor market
conditions, the Committee decided to make a further
measured reduction in the pace of its asset purchases.
Beginning in February, the Committee will add to its
holdings of agency mortgage-backed securities at a pace
of $30 billion per month rather than $35 billion per month,
and will add to its holdings of longer-term Treasury
securities at a pace of $35 billion per month rather than
$40 billion per month. The Committee is maintaining its
existing policy of reinvesting principal payments from its
holdings of agency debt and agency mortgage-backed
securities in agency mortgage-backed securities and of
rolling over maturing Treasury securities at auction. The
Committee's sizable and still-increasing holdings of
longer-term securities should maintain downward pressure
on longer-term interest rates, support mortgage markets,
and help to make broader financial conditions more
accommodative, which in turn should promote a stronger
economic recovery and help to ensure that inflation, over
time, is at the rate most consistent with the Committee's

dual mandate.

FOR - D OBLR KT

Information received since the Federal Open Market
Committee met in January indicates that growth in
economic activity slowed during the winter months, in
part reflecting adverse weather conditions. Labor market
indicators were mixed but on balance showed further
improvement. The unemployment rate, however, remains
elevated. Household spending and business fixed
investment continued to advance, while the recovery in the
housing sector remained slow. Fiscal policy is restraining
economic growth, although the extent of restraint is
diminishing. Inflation has been running below the
Committee's longer-run objective, but longer-term
inflation expectations have remained stable.
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Consistent with its statutory mandate, the Committee
seeks to foster maximum employment and price stability.
The Committee expects that, with appropriate policy
accommodation, economic activity will expand at a
moderate pace and labor market conditions will continue
to improve gradually, moving toward those the Committee
judges consistent with its dual mandate. The Committee
sees the risks to the outlook for the economy and the labor
market as nearly balanced. The Committee recognizes that
inflation persistently below its 2 percent objective could
pose risks to economic performance, and it is monitoring
inflation developments carefully for evidence that
inflation will move back toward its objective over the
medium term.

SRECR FF &5 B i

The Committee currently judges that there is sufficient
underlying strength in the broader economy to support
ongoing improvement in labor market conditions. In light
of the cumulative progress toward maximum employment
and the improvement in the outlook for labor market
conditions since the inception of the current asset purchase
program, the Committee decided to make a further
measured reduction in the pace of its asset purchases.
Beginning in April, the Committee will add to its holdings
of agency mortgage-backed securities at a pace of $25
billion per month rather than $30 billion per month, and
will add to its holdings of longer-term Treasury securities
at a pace of $30 billion per month rather than $35 billion
per month. The Committee is maintaining its existing
policy of reinvesting principal payments from its holdings
of agency debt and agency mortgage-backed securities in
agency mortgage-backed securities and of rolling over
maturing Treasury securities at auction. The Committee's
sizable and still-increasing holdings of longer-term
securities should maintain downward pressure on
longer-term interest rates, support mortgage markets, and
help to make broader financial conditions more
accommodative, which in turn should promote a stronger
economic recovery and help to ensure that inflation, over
time, is at the rate most consistent with the Committee's
dual mandate.
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The Committee will closely monitor incoming information
on economic and financial developments in coming
months and will continue its purchases of Treasury and
agency mortgage-backed securities, and employ its other
policy tools as appropriate, until the outlook for the labor
market has improved substantially in a context of price
stability. If incoming information broadly supports the
Committee's expectation of ongoing improvement in labor
market conditions and inflation moving back toward its
longer-run objective, the Committee will likely reduce the
pace of asset purchases in further measured steps at future
meetings. However, asset purchases are not on a preset
course, and the Committee's decisions about their pace
will remain contingent on the Committee's outlook for the
labor market and inflation as well as its assessment of the
likely efficacy and costs of such purchases.

To support continued progress toward maximum
employment and price stability, the Committee today
reaffirmed its view that a highly accommodative stance of
monetary policy will remain appropriate for a considerable
time after the asset purchase program ends and the
economic recovery strengthens. The Committee also
reaffirmed its expectation that the current exceptionally
low target range for the federal funds rate of 0 to 1/4
percent will be appropriate at least as long as the
unemployment rate remains above 6-1/2 percent, inflation
between one and two years ahead is projected to be no
more than a half percentage point above the Committee's 2
percent longer-run goal, and longer-term inflation
expectations continue to be well anchored. In determining
how long to maintain a highly accommodative stance of
monetary policy, the Committee will also consider other
information, including additional measures of labor
market conditions, indicators of inflation pressures and
inflation expectations, and readings on financial
developments. The Committee continues to anticipate,
based on its assessment of these factors, that it likely will
be appropriate to maintain the current target range for the
federal funds rate well past the time that the
unemployment rate declines below 6-1/2 percent,
especially if projected inflation continues to run below the
Committee's 2 percent longer-run goal. When the
Committee decides to begin to remove policy
accommodation, it will take a balanced approach
consistent with its longer-run goals of maximum
employment and inflation of 2 percent.

PREEE R

Voting for the FOMC monetary policy action were: Ben
S. Bernanke, Chairman; William C. Dudley, Vice
Chairman; Richard W. Fisher; Narayana Kocherlakota;
Sandra Pianalto; Charles I. Plosser; Jerome H. Powell;
Jeremy C. Stein; Daniel K. Tarullo; and Janet L. Yellen.

The Committee will closely monitor incoming information
on economic and financial developments in coming
months and will continue its purchases of Treasury and
agency mortgage-backed securities, and employ its other
policy tools as appropriate, until the outlook for the labor
market has improved substantially in a context of price
stability. If incoming information broadly supports the
Committee's expectation of ongoing improvement in labor
market conditions and inflation moving back toward its
longer-run objective, the Committee will likely reduce the
pace of asset purchases in further measured steps at future
meetings. However, asset purchases are not on a preset
course, and the Committee's decisions about their pace
will remain contingent on the Committee's outlook for the
labor market and inflation as well as its assessment of the
likely efficacy and costs of such purchases.

To support continued progress toward maximum
employment and price stability, the Committee today
reaffirmed its view that a highly accommodative stance of
monetary policy remains appropriate. In determining how
long to maintain the current 0 to 1/4 percent target range
for the federal funds rate, the Committee will assess
progress--both  realized and expected--toward its
objectives of maximum employment and 2 percent
inflation. This assessment will take into account a wide
range of information, including measures of labor market
conditions, indicators of inflation pressures and inflation
expectations, and readings on financial developments. The
Committee continues to anticipate, based on its
assessment of these factors, that it likely will be
appropriate to maintain the current target range for the
federal funds rate for a considerable time after the asset
purchase program ends, especially if projected inflation
continues to run below the Committee's 2 percent
longer-run goal, and provided that longer-term inflation
expectations remain well anchored.

When the Committee decides to begin to remove policy
accommodation, it will take a balanced approach
consistent with its longer-run _goals of maximum
employment and inflation of 2 percent. The Committee
currently anticipates that, even after employment and
inflation are near mandate-consistent levels, economic
conditions may, for some time, warrant keeping the target
federal funds rate below levels the Committee views as
normal in the longer run.

With the unemployment rate nearing 6-1/2 percent, the
Committee has updated its forward guidance. The change
n the Committee's guidance does not indicate any change
n the Committee's policy intentions as set forth in its
recent statements.

R S

Voting for the FOMC monetary policy action were: Janet
L. Yellen, Chair; William C. Dudley, Vice Chairman;
Richard W. Fisher; Sandra Pianalto; Charles I. Plosser;
Jerome H. Powell; Jeremy C. Stein; and Daniel K. Tarullo.

Voting against the action was Narayana Kocherlakota,
who supported the sixth paragraph, but believed the fifth
paragraph weakens the credibility of the Committee's
commitment to return inflation to the 2 percent target from
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below and fosters policy uncertainty that hinders
economic activity.
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The information herein is provided for information purposes only, and is not to be used or considered as an offer or the
solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. Neither this nor any
other communication prepared by The Bank of Tokyo-Mitsubishi UFJ, Ltd. (collectively with its various offices and
affiliates, "BTMU") is or should be construed as investment advice, a recommendation to enter into a particular
transaction or pursue a particular strategy, or any statement as to the likelihood that a particular transaction or strategy
will be effective in light of your business objectives or operations. Before entering into any particular transaction, you
are advised to obtain such independent financial, legal, accounting and other advice as may be appropriate under the
circumstances. In any event, any decision to enter into a transaction will be yours alone, not based on information
prepared or provided by BTMU. BTMU hereby disclaims any responsibility to you concerning the characterization or
identification of terms, conditions, and legal or accounting or other issues or risks that may arise in connection with any
particular transaction or business strategy. While BTMU believes that any relevant factual statements herein and any
assumptions on which information herein are based, are in each case accurate, BTMU makes no representation or
warranty regarding such accuracy and shall not be responsible for any inaccuracy in such statements or assumptions.
Note that BTMU may have issued, and may in the future issue, other reports that are inconsistent with or that reach
conclusions different from the information set forth herein.  Such other reports, if any, reflect the different assumptions,
views and/or analytical methods of the analysts who prepared them, and BTMU is under no obligation to ensure that
such other reports are brought to your attention.
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