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In this report we examine four major issues facing Japan’s economy after
the consumption tax hike:

(1) The tax hike, (2) The need to increase wages, (3) Capex, and (4) The
US exit strategy

Japan to see real GDP growth of +1.1% in FY14 and +1.5% in FY15, with
nominal GDP growth of +2.8% in FY14 and +2.6% in FY15.
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Main Points

= Main economic scenario for Japan: In light of the second preliminary Jan-Mar GDP release
(Cabinet Office), we have revised our economic growth outlook. We now forecast real GDP
growth of +1.1% in comparison with the previous year for FY14 (+1.0% in the previous
forecast) and +1.5% in comparison with the previous year for FY15 (+1.5% in the previous
forecast). Japan’s economy is expected to decline temporarily in the Apr-dJun 2014 period due
to the effects of the increase in consumption tax, but then to get back on track and head
toward recovery during the Jul-Sep period. Japan’s economy is expected to firm up in the near
future due to the following positive factors: (1) The negative factors associated with the
increase in consumption tax are believed to be limited, and (2) Firming up of exports due to
US economic recovery.

= Four major issues facing Japan’s economy: In this report we examine four major issues
facing Japan’s economy: (1) The tax hike, (2) The need to increase wages, (3) Capex, and (4)
The US exit strategy.

= |ssue (1) The tax hike: The effects of the increase in consumption tax are believed to be
limited. The tax hike initially pushed the FY14 real GDP growth rate down by -0.88% pt, but
then is expected to push the FY15 real GDP growth rate up by +0.26% pt.

= |ssue (2) The need to increase wages: As Japan’s economy recovers, leading to rising
demand for labor in the macro-economic sense, pay-scale increases [the increasing of the
base wage] are gradually becoming more widespread amongst large corporations. This
tendency is mostly focused on general workers, and is expected to help push up prices. The
raising of wages of part-time workers may very well follow as wages of general workers and
prices increase.

IMPORTANT DISCLOSURES, INCLUDING ANY REQUIRED RESEARCH Economic Research
CERTIFICATIONS, ARE PROVIDED ON THE LAST TWO PAGES OF THIS REPORT.
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= |ssue (3) Capex: Analysis of recent data suggests that capex may be hitting bottom soon.
However, in order for capex to enter a truly robust growth phase, the anticipated growth rate
must increase, and one of the major factors in encouraging such a development would be the
success of the Third Arrow in Abe’s growth strategy.

= Issue (4) The US exit strategy: DIR performed a quantitative simulation on the effect the US
exit strategy might have on the world economy, and results show that if the Federal Reserve
takes a careful approach to its exit strategy, going at an appropriate pace in relation to the
recovery of the real economy, then the world economy will also get back on the road to steady
recovery.

= Challenges facing Abenomics: As we have mentioned before on a number of occasions, the
biggest challenges faced by Abenomics are (1) maintaining fiscal restraint, and (2)
strengthening its growth strategy. The arguments supporting this outlook focus especially on
the following themes.

(1) Speed up the move from savings to investment: The effects of Abenomics are
expected to lead to inflation, and the move from savings to investment must be
encouraged.

(2) Halt the decline in birthrate: Halt the decline in the birthrate, which has plagued Japan
for many years now, by aggressively promoting more contribution from women in the
workforce.

= Four risk factors facing Japan’s economy: Risks that will need to be kept in mind regarding
the Japanese economy are: (1) turbulence in emerging economies, (2) China’s shadow
banking problem, (3) a reigniting of the European sovereign debt crisis, and (4) a surge in
crude oil prices stemming from geopolitical risk.

= BOJ’s monetary policy: We expect additional monetary easing measures by the BOJ to carry
over beyond the 2015 Jan-Mar period. While there is still a chance that the BOJ might reach
its price target, our outlook as of this point in time is that the growth rate in consumer prices
will not reach 2%.

Our assumptions

= Public works spending will fall by —2.3% in FY14, then decline again by -10.2% in FY15.
Another consumption tax hike is planned in October 2015.

= Average exchange rate of Y100.5/$ in FY14 and Y100.0/$ in FY15.

= US real GDP growth of +2.2% in CY14 and +3.0% in CY15.
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Main Economic Indicators and Real GDP Components

Japan's Economic Outlook No. 181 Update

FY13 FY14 FY15 CY13 CY14 CY15
(Actual) (Estimate) (Estimate) (Actual) (Estimate) (Estimate)
Main economic indicators
Nominal GDP (yly %) 19 2.8 26 0.9 2.9 26
Real GDP (chained [2005]; yly %) 23 11 15 15 1.8 14
Domestic demand (contribution, % pt) 2.8 0.9 0.9 19 22 0.9
Foreign demand (contribution, % pt) -0.5 0.4 0.6 -0.3 -0.5 0.5
GDP deflator (yly %) -0.4 17 1.1 -0.6 1.2 1.2
Index of All-industry Activity (yly %)* 19 -0.1 20 0.8 0.8 14
Index of Industrial Production (yly %) 32 2.9 6.0 -0.8 46 5.1
Index of Tertiary Industry Activity (yy %) 1.3 -0.6 1.0 07 0.2 0.6
Corporate Goods Price Index (yly %) 1.8 34 2.0 13 31 2.0
Consumer Price Index (excl. fresh food; yly %) 0.8 31 19 0.4 2.7 2.0
Unemployment rate (%) 3.9 3.6 35 4.0 3.6 35
Government bond yield (10 year; %) 0.64 0.67 0.84 0.74 0.64 0.79
Money stock; M2 (end-period; yly %) 3.9 4.0 4.3 3.6 4.0 42
Balance of payments
Trade balance (Y tril) -10.9 -12.5 -10.8 -8.8 -13.4 -11.3
Current balance ($100 mil) 79 9 339 331 -176 254
Current balance (Y tril) 0.8 0.1 34 3.2 -1.8 25
(% of nominal GDP) 0.2 0.0 0.7 0.7 -0.4 0.5
Real GDP components
(Chained [2005]; yly %; figures in parentheses: contribution, % pt)
Private final consumption 26(16) -0.4 (-0.2) 1.1(0.6) 20(12) 1.0 (0.6) 0.6 (0.4)
Private housing investment 9.5 (0.3) -1.1(-0.0) -1.4 (-0.0) 8.9 (0.3) 3.0(0.1) -0.2 (-0.0)
Private fixed investment 26(04) 83 (1.1) 4.8(0.7) -1.5(-02) 10.7 (1.5) 456 (0.7)
Government final consumption 1.8 (04) 1.1(02) 1.0(02) 2.0(0.4) 0.9(02) 1.1(02)
Public fixed investment 15.1 (0.7) -3.6 (-0.2) -11.4 (-0.5) 11.4 (0.5) 1.1(0.1) -9.6 (-0.5)
Exports of goods and services 4.7 (0.7) 79(13) 7.8 (1.3) 1.7(02) 8.7(14) 7.1(12)
Imports of goods and services 7.0 (-1.2) 6.1 (-0.9) 4.9 (-0.8) 3.4 (-0.6) 9.9 (-1.9) 3.5(-0.7)
Major assumptions:
1. World economy
Economic growth of major trading partners 3.2 35 3.9 3.0 33 3.9
Crude oil price (WTl futures; $/bbl) 99.1 100.0 100.0 98.0 99.7 100.0
2.US economy
US real GDP (chained [2009]; yly %) 2.1 25 3.0 19 22 3.0
US Consumer Price Index (yly %) 14 17 2.0 15 1.6 1.9
3. Japanese economy
Nominal public fixed investment (yly %) 171 -2.3 -10.2 12.8 27 -8.5
Exchange rate (Y/$) 100.2 100.5 100.0 97.6 101.2 100.0
(YFE) 135.1 140.3 140.0 130.6 140.3 140.0
Call rate (end-period; %) 0.10 0.10 0.10 0.10 0.10 0.10

Source: Compiled by DIR.
Note: Due to rounding, actual figures may differ from those released by the government.
* Excl. agriculture, forestry, and fisheries.
Estimate: DIR estimate.
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Comparison with Previous Outlook

Current outlook ) Difference between
Previous outlook ]
(Outlook 181 (Outiook 181) previous
Update) and current outlooks
FY14 FY15 FY14 FY15 FY14 FY15
Main economic indicators
Nominal GDP (yly %) 2.8 26 26 25 0.2 0.0
Real GDP (chained [2005]; yly %) 11 15 1.0 15 0.2 0.0
Domestic demand (contribution, % pt) 0.9 0.9 0.7 0.9 0.2 0.0
Foreign demand (contribution, % pt) 0.4 0.6 0.4 0.6 -0.0 -0.0
GDP deflator (yly %) 1.7 1.1 16 1.0 0.1 0.0
Index of All-industry Activity (yly %)* -0.1 2.0 0.1 2.0 -0.2 -0.0
Index of Industrial Production (yfy %) 29 6.0 41 6.2 -1.3 -0.2
Index of Tertiary Industry Activity (yfy %) -0.6 1.0 -0.6 1.0 0.0 0.0
Corporate Goods Price Index (yly %) 3.4 2.0 3.4 2.0 0.0 0.0
Consumer Price Index (excl. fresh food; yly %) 3.1 1.9 29 1.7 0.2 0.2
Unemployment rate (%) 3.6 3.5 3.6 3.5 0.0 0.0
Government bond yield (10 year; %) 0.67 0.84 0.67 0.84 0.00 0.00
Money stock; M2 (end-period; yly %) 4.0 4.3 4.0 4.3 0.0 0.0
Balance of payments
Trade balance (Y tril) -12.5 -10.8 -12.4 -10.8 -0.0 -0.0
Current balance ($100 mil) 9 339 6 337 3 2
Current balance (Y tril) 0.1 3.4 0.1 3.4 0.0 0.0
(% of nominal GDP) 0.0 0.7 0.0 0.7 0.0 0.0
Real GDP components (chained [2005]; yly %)
Private final consumption -04 1.1 04 1.1 -0.0 -0.0
Private housing investment -141 -14 -141 -14 0.0 0.0
Private fixed investment 8.3 4.8 6.6 4.9 1.7 -0.0
Government final consumption 1.1 1.0 1.1 1.0 -0.0 0.0
Public fixed investment -3.6 -11.4 -3.6 -11.4 0.0 0.0
Exports of goods and services 7.9 7.8 7.9 7.8 0.0 0.0
Imports of goods and services 6.1 4.9 6.1 4.9 0.0 0.0
Major assumptions:
1. World economy
Economic growth of major trading partners 3.5 3.9 3.4 3.9 0.0 0.0
Crude oil price (WTI futures; $/bbl) 100.0 100.0 100.0 100.0 0.0 0.0
2.US economy
US real GDP (chained [2009]; yly %) 25 3.0 24 3.0 0.1 0.0
US Consumer Price Index (yly %) 1.7 2.0 1.7 2.0 0.0 0.0
3. Japanese economy
Nominal public fixed investment (yly %) -2.3 -10.2 -2.3 -10.3 0.0 0.0
Exchange rate (Y/$) 100.5 100.0 100.5 100.0 0.0 0.0
(YrE) 140.3 140.0 140.3 140.0 0.0 0.0
Call rate (end-period; %) 0.10 0.10 0.10 0.10 0.00 0.00

Source: Compiled by DIR.
Notes: Due to rounding, differences do not necessarily conform to calculations based on figures shown.

* Excl. agriculture, forestry, and fisheries.
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Quarterly Forecast Tables
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1.1 Selected Economic Indicators

2012 2013 2014 FY cYy
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 2012 2013 | 2012 2013

Nominal GDP (SAAR; Y tril) 4748 4701 4708 4751 4781 4791 4801 486.9| 4726 4815 4738 4780

Qlq % -1.1 -1.0 0.1 0.9 0.6 0.2 0.2 14

Qlq %, SAAR 4.3 -3.9 0.6 37 26 0.9 0.8 57

Yy % 2.1 -1.0 -1.0 -1.0 0.6 1.9 2.0 3.0 -0.2 1.9 0.5 0.9
Real GDP (chained [2005]; SAAR; Y tril) 5186 5147 5149 5216 5253 5271 5275 536.1| 5175 529.3| 5174 5253

Qlq % -0.6 -0.8 0.0 1.3 0.7 0.3 0.1 16

Qlq %, SAAR 25 -3.0 0.2 5.3 29 1.3 0.3 6.7

Yy % 3.2 -0.2 -0.3 0.1 1.2 23 25 3.0 0.7 23 1.4 15
Contribution to GDP growth (% pt)

Domestic demand -0.3 -0.2 0.2 0.9 0.6 0.8 0.6 1.9 14 2.8 2.3 1.9

Foreign demand -0.3 -0.6 -0.1 0.4 0.1 -0.5 -0.6 -0.3 -0.8 -0.5 -0.9 -0.3
GDP deflator (yly %) -1.1 -0.7 -0.7 -1.0 -0.6 04 -04 -0.1 -0.9 -04 -0.9 -0.6
Index of All-Industry Activity (2005=100) 96.6 96.2 96.1 96.5 971 97.6 97.9 99.5 96.2 98.0 965 97.3

Qlq %; yly % -0.2 -04 -0.0 0.4 0.6 0.5 0.3 16 0.2 1.9 1.2 0.8
Index of Industrial Production (2010=100) 99.1 95.9 941 94.6 96.1 97.8 996 1025 95.8 98.9 97.8 97.0

Qlq %; yly % 2.1 -3.3 -1.8 0.5 1.6 17 1.8 3.0 -3.0 3.2 0.6 -0.8
Index of Tertiary Industry Activity (2005=100) 99.0 99.0 99.3 99.8 100.1 1002 100.0 101.7 99.2 1005 99.3 100.0

Qlq %; yly % 0.0 0.0 0.3 0.5 0.4 0.0 -0.2 17 0.8 1.3 14 0.7

Corporate Goods Price Index components (2010=100)

Domestic Company Goods Price Index 1009 1002 1001 1009 1016 1024 1026 102.8/ 1005 1024 1006 101.9

Yly % -1.0 -1.9 -1.0 -0.3 0.6 2.2 2.5 1.9 -1.0 1.8 -0.9 1.3

CPI (excl. fresh food; 2010=100) 99.9 99.6 99.6 99.3 99.9 1003 100.7 100.6 996 1004 99.7 1001
Yy % -0.0 -0.2 -0.1 -0.3 0.0 0.7 1.1 1.3 -0.2 0.8 -0.1 0.4
Unemployment rate (%) 4.4 4.3 4.2 4.2 4.0 4.0 3.9 3.6 4.3 3.9 4.3 4.0
Call rate (end-period; %) 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10
Government bond yield (10 year; %) 0.85 0.78 0.76 0.66 0.77 0.73 0.64 0.61 0.56 0.64 0.80 0.74
Money stock; M2 (yly %) 24 2.4 2.3 29 3.5 3.8 4.2 4.0 25 3.9 25 3.6
Trade balance (SAAR; Y tril) -3.8 5.3 4.1 -7.8 6.7 93 -11.2 -15.2 -5.2 -10.9 -4.3 -8.8
Current balance (SAAR; $100 mil) 574 397 685 400 747 229 0 -546 508 79 587 331
Current balance (SAAR; Y tril) 4.6 3.1 5.6 3.7 7.4 2.3 0.0 56 4.2 0.8 4.7 3.2
(% of nominal GDP) 1.0 0.7 1.2 0.8 1.5 0.5 0.0 -1.2 0.9 0.2 1.1 0.7
Exchange rate (Y/$) 80.1 786 81.2 92.3 98.8 98.9 1004 1028 83.1 100.2 79.8 976
(Y/Euro) 101.2 982 1082 1220 1296 130.7 1399 1403| 1074 1351 103.5 1306

Source: Compiled by DIR.
Notes: 1) Quarterly figures (excl. y/y %) seasonally adjusted, other unadjusted.
2) Index of All-Industry Activity Index: excl. agriculture, forestry, and fisheries.
3) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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1.2 Selected Economic Indicators

2014 2015 2016 FY cYy
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 2014 2015 | 2014 2015

(E) (E) (E) (E) (E) (E) E) (E) (E) (E) (E) (E)

Nominal GDP (SAAR; Y tril) 4895 4932 4966 4999 5029 5079 5080 5111 4951 507.8| 492.1 5049

Qlq % 0.6 0.8 0.7 0.7 0.6 1.0 0.0 0.6

Q/q %, SAAR 22 3.0 2.7 2.7 24 4.1 0.0 24

Yly % 24 3.0 3.4 24 27 3.0 2.3 2.3 2.8 26 29 26
Real GDP (chained [2005]; SAAR; Y tril) 5304 5337 536.6 5393 5419 546.7 540.7 5432 535.3 543.3 5346 5423

Qlq % -1.1 0.6 0.5 0.5 0.5 0.9 -11 0.5

Q/q %, SAAR -4.2 25 2.1 2.1 1.9 3.6 -4.3 1.9

Yly % 1.0 1.3 1.7 0.5 21 24 0.8 0.8 11 15 1.8 1.4
Contribution to GDP growth (% pt)

Domestic demand -1.7 0.5 04 0.3 0.4 0.9 -1.5 0.2 0.9 0.9 22 0.9

Foreign demand 0.5 0.1 0.2 0.1 -0.0 -0.1 0.3 0.2 0.4 0.6 -0.5 0.5
GDP deflator (yly %) 14 1.6 1.7 2.0 0.6 0.6 15 16 1.7 11 1.2 1.2
Index of All-Industry Activity (2005=100) 97.2 97.7 98.1 98.7 99.4 100.8 99.3 99.9 97.9 99.8 98.1 99.5

Qlq %; yly % -2.3 0.6 04 0.5 0.7 14 -1.5 0.6 -0.1 2.0 0.8 14
Index of Industrial Production (2010=100) 1001 1009 102.3 104.1 106.2 1088 1075 109.2 101.8 107.9 1014 106.6

Qla %; yly % 24 0.8 14 1.7 2.0 24 -11 1.6 29 6.0 4.6 51
Index of Tertiary Industry Activity (2005=100) 99.4 999 10041 100.3 100.7 1019 1003 100.7 99.9 100.9 100.2 100.8

Q/q %; yly % -2.3 0.5 0.2 0.2 0.4 12 -1.6 0.4 -0.6 1.0 0.2 0.6

Corporate Goods Price Index components (2010=100)

Domestic Company Goods Price Index 1055 1057 106.0 1062 1065 1069 1089 109.3| 1058 107.9| 105.0 107.1

Yy % 3.9 3.2 3.3 3.3 1.0 1.1 2.8 29 34 2.0 3.1 2.0

CPI (excl. fresh food; 2010=100) 1032 103.5 103.7 1036 1043 1046 1064 106.4| 103.5 1054 1027 1047
Yy % 3.3 3.1 3.0 3.0 1.0 1.1 2.6 2.7 3.1 1.9 2.7 2.0
Unemployment rate (%) 3.6 3.6 3.6 3.6 3.5 3.5 3.5 3.4 3.6 3.5 3.6 3.5
Call rate (end-period; %) 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10
Government bond yield (10 year; %) 0.61 0.65 0.68 0.72 0.76 0.81 0.87 0.92 0.67 0.84 0.64 0.79
Money stock; M2 (yly %) 3.9 4.0 4.1 4.1 4.2 4.3 4.3 4.3 4.0 4.3 4.0 4.2
Trade balance (SAAR; Y tril) -13.3 -12.8 -12.2 -11.5 -11.4 -11.9 -10.4 95 -12.5 -10.8 -134 113
Current balance (SAAR; $100 mil) -189 -54 84 194 227 193 401 536 9 339 -176 254
Current balance (SAAR; Y tril) -1.9 05 0.8 1.9 2.3 1.9 4.0 54 0.1 34 -1.8 25
(% of nominal GDP) -04 -0.1 0.2 0.4 0.5 0.4 0.8 1.0 0.0 0.7 04 0.5
Exchange rate (Y/$) 102.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0f 100.5 100.0f 101.2 100.0
(Y/Euro) 141.0 1400 1400 1400 140.0 140.0 140.0 140.0/ 140.3 140.0f 140.3 140.0

Source: Compiled by DIR.
Notes: 1) Quarterly figures (excl. y/y %) seasonally adjusted, other unadjusted.
2) Index of All-Industry Activity Index: excl. agriculture, forestry, and fisheries.
3) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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2.1 Real Gross Domestic Expenditure (chained [2005]; Y tril)

2012
46

Gross domestic expenditure
Qlq %, SAAR
Yl %

Domestic demand
Q/q %, SAAR
Yly %

Private demand
Q/q %, SAAR
Yl %

Final consumption
Q/q %, SAAR
Yly %

Residential investment
Q/q %, SAAR
Yly %

Non-residential investment
Q/q %, SAAR
Yly %

Change in inventories
Public demand
Q/q %, SAAR
Yl %
Government final consumption
Q/q %, SAAR
Yly %
Fixed investment
Q/q %, SAAR
Yly %
Change ininventories
Net exports of goods and services
Exports of goods and services
Q/q %, SAAR
Yly %
Imports of goods and services
Q/q %, SAAR

Yiy %

Residual

Source: Compiled by DIR.

518.6
-2.5
3.2

508.9
-1.1
3.3

388.8
-0.2
4.0

308.1
1.6
3.0

132
13.1
4.7

69.8
21
8.4

120.1
-3.7
1.1

99.7
-2.5
1.3

20.5
-7.9
0.2

10.6

84.2
-2.1
9.2

73.6
5.9
9.0

79

514.7
-3.0
-0.2

507.7
-0.9
1.4

387.6
-1.2
1.4

306.6
-1.9
0.9

135
7.5
15

68.8
-5.9
3.8

120.1
0.0
1.3

100.1
1.7
1.5

20.0
-9.4
0.7

0.0
7.5
80.9
-15.1
4.8
73.4

-1.4
5.0

10-12

514.9
0.2
-0.3

508.7
0.7
0.5

388.0
04
-0.0

308.0
1.8
0.7

13.8
10.0
58

68.6
-0.9
4.2

120.6
1.8
24

100.7
2.7
2.0

19.9
-1.0
4.8

6.4

78.4
-11.6
-5.0

72.0
7.3
1.0

2013
1-3

521.6
53
0.1

513.0
34
0.6

3905
26
0.5

311.2
4.2
1.5

14.0
7.2
9.4

67.1
-8.4
3.3

122.4
6.1
0.9

101.7
3.7
1.4

20.8
19.8
-0.7

8.9

81.7
18.1
-3.3

72.8
46
0.3

525.3
2.9
1.2

515.9
23
1.4

391.6
1.1
0.8

313.4
2.9
1.8

14.1
3.2
6.9

67.8
3.7
-2.8

1243
6.1
33

102.1
1.7
25

222
28.1
8.2

10.0

84.1
121
0.0

741
7.3
0.8

527.1
1.3
23

519.9
31
23

393.9
24
1.6

3141
0.9
24

14.6
13.9
8.6

68.4
3.8
-0.8

126.0
57
4.8

102.3
0.8
22

237
30.2
19.0

7.7

83.6
-2.6
3.2

75.9
101
3.2

10-12

527.5
0.3
25

523.1
25
29

396.5
27
21

3153
1.5
23

15.2
18.2
10.5

69.5
6.6
1.1

126.5
1.7
53

102.5
0.8
1.8

240
4.7
20.8

0.0
53
83.9
1.8
7.0
78.7

15.5
9.2

2014
1-3

536.1
6.7
3.0

533.0
7.9
43

407 1
111
4.7

3223
9.2
3.7

15.7
13.0
11.9

74.8
34.2
11.6

126.0
-1.7
3.0

102.6
04
0.9

233
-10.5
1.4

0.0
54
89.0
26.3
8.9
83.6

276
14.9

FY

2012 2013
5175 5293
0.7 23
509.6 5234
1.4 2.7
388.7 3976
1.4 23
3084 3164
1.5 26
13.6 14.9
53 9.5
68.5 70.3
0.8 2.6
-1.9 4.0
1209 12538
14 4.1
1006 1024
1.5 1.8
20.3 234
1.3 151
-0.0 0.0
8.4 71
81.3 85.2
-1.2 4.7
72.9 781
3.7 7.0
-04 -1.2

CcYy

2012

517.4

14

508.8

23

388.2

24

307.3

2.0

29

69.2

37

120.6

1.9

100.2

1.7

204

2.8

0.0

9.1

82.0

72.9

53

2013

5253

3135

2.0

14.5

8.9

68.1

124.8

35

102.2

2.0

227

83.4

754

34

Notes: 1) Subtotals by demand (domestic demand, private demand, and public demand) are simple aggregates of respective components,
which differ from figures released by the government.
2) Yly growth rates and FY and CY figures unadjusted; other seasonally adjusted.

3) Due to rounding, figures may differ from those released by the government.

E: DIR estimate.

Japan’s Economic Outlook No. 181 Update (Summary)

8



2.2 Real Gross Domestic Expenditure (chained [2005]; Y ftril)

2014 2015 2016 FY CcY
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 2014 2015 2014 2015
(E) (E) (E) (E) (E) (E) (E) (E) (E) (E) (E) (E)

Gross domestic expenditure 5304 5337 536.6 5393 5419 546.7 5407 5432 5353 543.3] 5346 5423
Q/q %, SAAR 4.2 25 2.1 21 1.9 3.6 4.3 1.9

Yly % 1.0 1.3 1.7 0.5 21 24 0.8 0.8 1.1 1.5 1.8 14

Domestic demand 5245 5271 529.0 5308 5328 5376 529.7 530.9| 528.0 5328/ 5286 5328
Q/q %, SAAR -6.3 2.0 14 1.3 16 3.6 -5.8 0.9

Yly % 1.5 14 1.0 -0.4 1.7 2.0 0.0 0.1 0.9 0.9 21 0.8

Private demand 398.5 400.9 4027 4048 407.7 413.0 4053 406.6| 4019 408.3| 4024 4077
Q/q %, SAAR -8.1 2.4 1.8 21 29 5.3 7.2 1.2

Yly % 1.6 1.8 14 -0.5 2.2 3.0 0.6 0.6 11 1.6 2.4 1.3

Final consumption 3129 3151 3158 3168 3184 3228 3157 317.0f 3152 3185 316.6 3185
Q/q %, SAAR -11.2 2.8 1.0 1.2 2.0 5.7 -8.5 1.7

Yy % -0.2 0.4 0.2 -1.8 1.8 24 -0.0 0.1 -04 11 1.0 0.6

Residential investment 15.0 145 14.7 14.9 15.2 15.4 14.2 13.3 147 14.5 14.9 14.9
Q/q %, SAAR -17.5 -11.5 49 5.3 9.1 6.1 277 226

Yy % 5.9 -0.7 -3.5 -5.2 16 6.4 -3.1 -10.3 -11 -1.4 3.0 -0.2

Non-residential investment 74.9 75.5 76.5 775 78.6 79.7 80.1 80.9 76.2 79.9 75.4 78.9
Q/q %, SAAR 0.8 3.2 49 5.6 57 6.0 16 4.1

Yy % 10.5 10.6 10.1 3.5 4.9 55 4.7 4.4 8.3 4.8 10.7 4.6

Change in inventories 4.3 4.3 4.3 -4.4 -4.5 -5.0 4.7 -4.7 -4.2 -4.7 -4.6 -4.6

Public demand 1259 1262 1263 126.0 1251 1246 1243 1243| 1261 1246 126.1 125.1
Q/q %, SAAR -0.1 0.9 0.1 -1.0 -2.6 -1.8 -0.8 -0.1

Yly % 1.3 0.2 -0.4 -0.1 -0.3 -1.2 -1.8 -1.6 0.2 -1.2 1.0 -0.8

Government final consumption 103.0 103.3 1036 104.0 1042 1044 1046 1048 1035 1045/ 103.2 104.3
Q/q %, SAAR 14 1.3 1.3 1.2 0.8 0.8 0.8 0.8

Yy % 0.8 1.0 11 1.3 1.2 1.0 0.9 0.8 11 1.0 0.9 1.1

Fixed investment 229 22.9 226 22.0 20.9 20.2 19.7 19.5 225 20.0 229 20.7
Q/q %, SAAR -6.2 -0.9 50 -107 174 141 -8.6 -4.8

Yy % 3.5 -3.6 -5.9 -5.6 -87 -118 -127 -114 -3.6 -11.4 1.1 -9.6

Change in inventories 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Net exports of goods and services 7.8 8.4 9.4 104 10.8 10.9 12.8 14 .1 9.0 12.2 7.8 11.3

Exports of goods and services 89.9 91.1 92.4 941 96.0 98.0 100.0 1022 91.9 99.1 90.6 97.0
Q/q %, SAAR 4.1 53 6.1 7.4 8.2 8.7 8.7 9.1

Yly % 6.8 9.0 10.1 5.7 6.8 7.6 8.2 8.7 7.9 7.8 8.7 71

Imports of goods and services 82.1 82.6 83.0 83.7 85.1 87.1 87.3 88.1 82.9 86.9 829 85.8
Q/q %, SAAR -7.0 24 2.0 3.2 7.0 9.5 0.8 4.1

Yiy % 10.7 9.0 5.6 0.0 3.7 5.3 5.1 5.3 6.1 49 9.9 3.5

Residual -1.8 -1.8 -1.8 -1.8 -1.8 -1.8 -1.8 -1.8 1.7 1.7 1.7 1.7

Source: Compiled by DIR.
Notes: 1) Subtotals by demand (domestic demand, private demand, and public demand) are simple aggregates of respective components,
which differ from figures released by the government.
2) Yly growth rates and FY and CY figures unadjusted; other seasonally adjusted.
3) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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3.1 Nominal Gross Domestic Expenditure (Y tril)

2012 2013 2014 FY CcY
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 2012 2013 2012 2013
Gross domestic expenditure 4748 4701 470.8 4751 4781 4791 4801 486.9| 4726 4815 473.8 4780
Q/q %, SAAR 4.3 -3.9 06 3.7 26 0.9 0.8 5.7
Yly % 21 -1.0 -1.0 -1.0 06 1.9 2.0 3.0 -0.2 1.9 05 0.9
Domestic demand 4834 480.3 4818 486.6 4886 4935 4982 507.8 483.0 4975 4832 4916
Q/q %, SAAR -3.4 2.6 1.3 4.0 1.7 4.0 3.9 7.9
Yly % 24 0.4 -01 -0.2 1.0 2.7 3.4 4.9 0.6 3.0 16 1.8
Private demand 366.2 3628 364.0 366.6 367.2 370.2 3745 3842 364.8 3743 3651 3695
Q/q %, SAAR -1.9 -3.6 12 29 0.6 3.3 4.7 10.8
Yly % 3.3 0.4 -0.6 -0.3 0.3 2.0 2.8 53 0.6 2.6 1.7 1.2
Final consumption 2889 2856 2876 2903 2919 2933 2956 302.2| 288.1 295.8| 2877 29238
Q/q %, SAAR 04 4.5 2.8 3.8 22 1.9 3.2 9.2
Yly % 22 -0.3 -0.0 05 1.1 2.6 2.8 4.3 0.6 2.7 1.2 1.8
Residential investment 13.6 13.8 142 146 14.8 15.4 16.2 16.8 14.0 15.8 13.7 15.3
Q/q %, SAAR 11.6 6.3 11.5 10.2 8.4 17.2 21.6 14.3
Yly % 3.8 0.2 54 9.9 9.1 11.8 14.2 15.3 47 12.7 2.2 114
Non-residential investment 66.1 64.7 64.7 63.5 64.2 65.0 66.3 71.2 64.7 66.9 65.3 64.7
Q/q %, SAAR 21 -7.8 -0.5 -71 4.9 4.8 8.0 334
Yy % 8.4 3.2 4.5 -3.3 25 0.2 2.3 124 0.5 3.5 3.4 -0.9
Change in inventories 2.3 -1.3 25 -1.7 -3.8 -3.6 -3.6 6.0 -1.9 4.2 -16 -3.2
Public demand 172 1174 117.8 120.0 1214 1233 123.7 1235 1181 123.1 118.0 1221
Q/q %, SAAR -7.8 0.7 14 7.5 5.0 6.2 14 -0.6
Yly % -0.2 0.5 1.3 0.4 3.2 5.1 52 3.5 0.5 4.2 11 3.5
Government final consumption 96.1 96.8 97.3 98.4 98.4 98.5 98.4 98.8 971 98.5 96.9 98.4
Q/q %, SAAR -7.2 29 2.0 5.0 -04 0.6 05 1.8
Yly % -0.2 0.7 0.7 0.8 2.3 1.9 1.0 05 05 1.4 0.9 1.5
Fixed investment 211 20.6 20.6 217 231 248 25.3 24.7 21.0 24.6 21.1 23.7
Q/q %, SAAR 9.6 97 0.2 21.9 28.9 33.8 8.1 97
Yly % 0.1 -0.1 4.6 -05 9.0 209 23.4 13.6 11 171 26 12.8
Change in inventories -0.0 0.0 -0.0 -0.1 0.0 -0.0 0.0 0.1 -0.0 0.0 0.0 -0.0
Net exports of goods and services -8.7 -10.2 -11.0 -115 -10.5 -14.3 -18.1 -20.9 -10.3 -16.0 94 -136
Exports of goods and services 71.3 68.3 67.7 74.2 77.9 78.4 79.7 83.7 70.4 79.9 69.8 77.6
Q/q %, SAAR 25 -15.8 -34 441 21.2 2.6 6.7 22.0
Yly % 5.7 -7.6 4.2 3.8 9.0 14.6 17.8 12.8 -0.7 13.5 2.1 11.2
Imports of goods and services 80.0 78.5 78.7 85.7 88.4 927 97.8 104.6 80.8 95.9 79.2 91.2
Q/q %, SAAR 3.3 -7.3 1.2 40.6 12.9 21.1 23.6 31.2
Yly % 7.2 1.2 1.5 8.2 10.3 17.9 24.5 221 4.5 18.7 4.7 15.2
Source: Compiled by DIR.
Notes: 1)Y/y growth rates and FY and CY figures unadjusted; other seasonally adjusted.
2) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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3.2 Nominal Gross Domestic Expenditure (Y tril)

2014 2015 2016 FY CcY
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 2014 2015 | 2014 2015
(E) (E) (E) (E) (E) (E) (E) (E) (E) (E) (E) (E)

Gross domestic expenditure 4895 4932 4966 4999 5029 5079 508.0 5111 4951 507.8] 4921 5049
Q/q %, SAAR 22 3.0 27 27 2.4 4.1 0.0 24

Yly % 24 3.0 3.4 24 27 3.0 23 23 2.8 26 29 26

Domestic demand 507.7 5109 5135 516.1 5191 5248 5232 5253| 5121 5232 5101 5209
Q/q %, SAAR -0.1 25 2.1 2.0 24 4.5 -1.3 16

Yly % 3.8 3.6 29 16 23 2.8 1.7 1.8 29 2.2 3.8 21

Private demand 3829 3857 3881 3909 3947 400.8 398.8 400.9| 3870 399.0/ 3853 396.3
Q/q %, SAAR -1.4 29 26 29 3.9 6.4 -2.0 2.0

Yiy % 4.1 4.2 3.5 1.8 3.0 3.9 27 2.8 3.4 3.1 43 2.8

Final consumption 2996 3021 3032 3046 3069 3120 3104 312.3| 3024 310.5| 3019 3086
Q/q %, SAAR -3.4 3.3 15 1.9 3.0 6.8 2.1 25

Yly % 26 3.0 26 0.7 25 3.3 2.4 25 2.2 27 3.1 2.2

Residential investment 16.2 15.7 15.9 16.2 16.6 16.9 15.7 14.8 16.0 16.0 16.2 16.3
Q/q %, SAAR -128 1141 5.3 5.9 10.0 74 248 217

Yly % 9.2 1.9 -1.7 -3.6 22 7.2 -1.5 -8.7 11 -0.2 5.7 1.0

Non-residential investment 715 723 73.3 74.6 75.8 77.0 77.6 78.6 73.0 77.3 721 76.2
Q/q %, SAAR 16 4.3 6.2 6.8 6.7 6.9 2.8 55

Yiy % 11.2 11.3 10.8 46 6.0 6.6 5.8 55 9.1 6.0 11.4 5.7

Change in inventories 4.4 4.4 4.4 45 -4.6 5.1 4.8 4.8 4.4 4.8 -4.8 4.7

Public demand 1247 1252 1254 1252 1245 1240 1243 1244 1251 1242| 1248 1246
Q/q %, SAAR 3.9 15 0.6 -0.6 2.3 -1.5 1.0 04

Yiy % 26 1.5 1.2 1.1 0.2 -0.9 -1.0 -1.0 16 -0.7 2.2 -0.2

Government final consumption 1003 1008 1012 1016 1019 1022 1029 103.3[ 101.0 102.6| 100.3 1022
Q/q %, SAAR 6.3 17 17 17 1.2 1.2 2.8 1.2

Yly % 2.0 23 3.0 2.8 16 15 17 16 25 1.6 2.0 1.9

Fixed investment 244 244 241 235 225 21.7 21.3 21.1 241 21.6 244 223
Q/q %, SAAR -5.2 0.3 -3.9 96 -164 -13.0 7.2 -3.7

Yly % 5.6 -2.0 -4.9 -4.5 -76 -108 -115 -103 23 -102 27 -8.5

Change in inventories 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1

Net exports of goods and services -18.1 -17.6 -16.9 -16.1 -16.2 -16.9 -15.2 -14.2 -17.2 -15.6 -184 -16.1

Exports of goods and services 84.7 86.0 87.6 89.5 91.6 93.7 96.0 98.4 87.0 94.9 85.6 92.7
Q/q %, SAAR 49 6.4 7.4 9.1 9.3 9.8 10.0 10.4

Yly % 8.9 9.8 9.8 6.9 8.0 8.9 9.6 9.9 8.8 9.1 10.3 8.4

Imports of goods and services 1029 103.7 1045 1057 1078 1106 1111 1126 1042 110.6| 104.0 108.8
Q/q %, SAAR -6.6 3.2 3.2 4.5 8.3 10.8 2.0 5.3

Yly % 16.4 11.9 6.8 1.0 4.8 6.6 6.4 6.6 8.7 6.1 14.0 4.7

Source: Compiled by DIR.

Notes: 1)Y/y growth rates and FY and CY figures unadjusted; other seasonally adjusted.
2) Due to rounding, figures may differ from those released by the government.

E: DIR estimate.
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4.1 Gross Domestic Expenditure, Implicit Deflators (2005=100)

2012 2013 2014 FY CY
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 2012 2013 2012 2013

Gross domestic expenditure 91.6 91.3 91.4 91.1 91.0 90.9 91.0 90.8 91.3 91.0 91.6 91.0

Q/q %, SAAR -0.5 0.2 01 04 -0.1 0.1 0.1 0.2

Yly % -11 -0.7 -0.7 -1.0 -0.6 -0.4 -0.4 -0.1 -0.9 -0.4 -0.9 -0.6
Private final consumption 93.8 93.1 93.4 93.3 93.1 934 93.8 93.7 934 935 93.6 934

Q/q %, SAAR -0.5 -0.7 0.2 -0.1 -0.2 0.3 04 -0.0

Yly % -0.8 -11 -0.7 -1.0 -0.7 0.2 0.4 0.6 -0.9 0.1 -0.8 0.3
Private residential investment 103.0 1027 103.1 1038 1051 1058 1066 106.9| 1032 106.1 103.0 1054

Q/q %, SAAR -0.3 -0.3 0.4 0.7 1.2 0.7 0.7 0.3

Yy % -0.8 -1.3 -04 05 2.0 3.0 34 3.0 -0.5 2.9 0.7 2.3
Private non-residential investment 946 941 942 946 94.8 95.1 954 95.2 944 95.1 944 94.9

Q/q %, SAAR 0.0 -0.5 0.1 04 0.3 0.3 0.3 -0.1

Yly % 0.0 -0.6 -0.3 -0.0 0.2 1.0 1.2 0.7 -0.2 0.8 -0.3 0.6
Government final consumption 96.4 96.7 96.5 96.8 96.3 96.3 96.0 96.3 96.6 96.2 96.7 96.3

Q/q %, SAAR -1.2 0.3 -0.2 0.3 -0.5 -0.0 -0.3 04

Yly % -14 -0.7 -1.3 -0.6 -0.2 -0.3 -0.8 04 -1.0 04 -0.8 0.5
Public fixed investment 103.2 103.2 1035 1039 104.1 104.8 1057 105.9] 103.5 105.3 1034 1047

Q/q %, SAAR -05 -0.1 0.3 0.4 0.2 0.7 0.8 0.2

Yy % -0.1 -0.9 -0.2 0.2 0.8 1.6 21 1.9 -0.2 1.7 -0.2 1.2
Exports of goods and services 84.7 84.5 86.4 90.8 92.6 93.8 94.9 94 1 86.6 93.9 85.1 93.1

Q/q %, SAAR -0.1 -0.2 22 51 2.0 1.3 1.2 0.9

Yly % -3.2 2.9 0.9 7.3 9.0 11.0 101 3.6 0.5 8.4 2.0 94
Imports of goods and services 1086 107.0 1094 1178 1193 1222 1242 1251 110.7 122.8 1086 121.0

Q/q %, SAAR -0.6 -1.5 2.2 7.7 1.3 24 1.7 0.7

Yly % -1.7 -3.6 0.5 7.8 9.4 14.2 13.9 6.2 0.8 10.9 -0.6 11.4
Source: Compiled by DIR.
Notes: 1) Y/y growth rates and FY and CY figures unadjusted; other seasonally adjusted.

2) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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4.2 Gross Domestic Expenditure, Implicit Deflators (2005=100)

2014 2015 2016 FY cY
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 2014 2015 2014 2015
(E) (E) (E) (E) (E) (E) (E) (E) E) (E) (E) (E)
Gross domestic expenditure 92.3 924 925 927 92.8 92.9 94.0 941 925 935 92.0 93.1
Q/q %, SAAR 16 0.1 0.1 0.2 0.1 0.1 11 0.1
Yy % 1.4 1.6 1.7 2.0 0.6 0.6 1.5 1.6 1.7 1.1 1.2 1.2
Private final consumption 95.8 95.9 96.0 96.2 96.4 96.7 98.3 98.5 96.0 97.5 953 96.9
Q/q %, SAAR 21 0.1 0.1 0.2 0.2 0.3 1.7 0.2
Yly % 2.8 2.7 24 26 0.7 0.8 24 24 26 1.6 21 16
Private residential investment 1084 1085 1086 108.8 109.0 1093 1104 110.7| 1086 109.8| 108.1 109.4
Q/g %, SAAR 14 0.1 0.1 0.2 0.2 0.3 1.0 0.3
Yly % 3.1 25 1.9 1.8 0.6 0.7 1.7 1.8 2.3 1.2 26 1.2
Private non-residential investment 954 95.6 95.9 96.2 96.4 96.6 96.9 97.3 95.8 96.8 955 96.5
Q/q %, SAAR 0.2 0.2 0.3 0.3 0.2 0.2 0.3 0.4
Yy % 0.6 0.6 0.6 1.1 1.1 1.0 1.0 1.1 0.7 1.1 0.6 1.1
Government final consumption 97.5 97.5 97.6 97.7 97.8 97.9 98.4 98.5 97.6 98.1 97.2 98.0
Q/q %, SAAR 1.2 0.1 0.1 0.1 0.1 0.1 0.5 0.1
Yly % 1.2 1.3 1.8 1.4 0.4 0.4 0.8 0.8 1.4 0.6 1.0 0.7
Public fixed investment 106.2 1065 106.8 1071 1075 1078 1082 1086 106.7 1081 1064 1076
Q/q %, SAAR 0.2 0.3 0.3 0.3 0.3 0.3 04 0.3
Yly % 2.0 16 11 11 1.2 1.2 1.3 1.3 14 1.3 1.6 12
Exports of goods and services 943 945 948 95.2 954 95.6 95.9 96.2 947 95.8 944 956
Q/q %, SAAR 0.2 0.2 0.3 0.4 0.2 0.3 0.3 0.3
Yly % 2.0 0.7 -0.3 12 11 1.2 1.3 11 0.9 1.2 15 12
Imports of goods and services 1252 1255 1259 1262 1266 127.0 1274 127.8| 1257 1272 1255 1268
Q/g %, SAAR 0.1 0.2 0.3 0.3 0.3 0.3 0.3 0.3
Yy % 52 27 1.2 0.9 1.0 1.2 1.3 1.2 24 1.2 3.7 1.1
Source: Compiled by DIR.
Notes: 1) Y/y growth rates and FY and CY figures unadjusted; other seasonally adjusted.
2) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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2012 2013 2014
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3
1) Qlq %
GDP growth rate -0.6 -0.8 0.0 1.3 0.7 0.3 0.1 1.6
Domestic demand -0.3 -0.2 0.2 0.9 0.6 0.8 0.6 1.9
Private demand -0.1 -0.2 0.1 0.5 0.2 0.5 0.5 2.0
Private consumption 0.2 -0.3 0.3 0.6 0.4 0.1 0.2 1.4
Residential investment 0.1 0.1 0.1 0.1 0.0 0.1 0.1 0.1
Private fixed investment 0.1 -0.2 -0.0 -0.3 0.1 0.1 0.2 1.1
Change in private inventories -0.5 0.2 -0.3 0.1 -0.4 0.1 -0.1 -0.5
Public demand -0.2 -0.0 0.1 0.4 0.4 0.4 0.1 -0.1
Government final consumption -0.1 0.1 0.1 0.2 0.1 0.0 0.0 0.0
Public fixed investment -0.1 -0.1 -0.0 0.2 0.3 0.3 0.1 -0.1
Change in public inventories -0.0 0.0 -0.0 -0.0 0.0 0.0 0.0 0.0
Net exports of goods and services -0.3 -0.6 -0.1 0.4 0.1 -0.5 -0.6 -0.3
Exports of goods and services -0.1 -0.6 0.4 0.6 0.4 -0.1 0.1 1.0
Imports of goods and services -0.2 0.1 0.3 -0.2 -0.3 04 -0.6 1.2
2)Yly %
GDP growth rate 3.2 -0.2 -0.3 0.1 12 23 25 3.0
Domestic demand 3.3 14 0.6 0.6 14 24 3.0 4.3
Private demand 3.1 1.1 0.0 0.4 0.6 1.2 1.6 3.4
Private consumption 1.9 0.5 0.4 0.9 11 15 14 2.2
Residential investment 0.1 0.0 0.2 0.3 0.2 0.3 0.3 0.4
Private fixed investment 1.0 0.5 0.5 -0.5 04 -0.1 0.1 1.8
Change in private inventories 0.0 -0.0 -0.0 -0.3 0.4 -04 -0.2 -0.8
Public demand 0.3 0.3 0.6 0.2 0.8 1.2 14 0.8
Government final consumption 0.3 0.3 0.4 0.3 0.5 04 04 0.2
Public fixed investment 0.0 0.0 0.2 -0.0 0.3 0.8 1.0 0.6
Change in public inventories -0.0 -0.0 -0.0 -0.0 0.0 -0.0 0.0 0.0
Net exports of goods and services -0.1 -1.6 -0.9 -0.5 -0.1 -0.1 -0.5 -1.3
Exports of goods and services 1.3 -0.8 -0.7 -0.5 0.0 0.5 1.0 14
Imports of goods and services -1.4 -0.8 -0.2 -0.1 -0.1 -0.6 -1.5 2.7

Source: Compiled by DIR.

Notes: 1) Q/q growth rates seasonally adjusted; y/y growth rates and FY and CY figures unadjusted.
2) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.

FY
2012 2013
0.7 23
1.4 2.8
11 1.7
0.9 1.6
0.2 0.3
0.1 0.4
-0.1 -0.5
0.4 1.1
0.3 04
0.1 0.7
-0.0 0.0
-0.8 -0.5
-0.2 0.7
-0.6 -1.2
0.7 23
14 2.8
11 1.7
0.9 1.6
0.2 0.3
0.1 0.4
-0.1 -0.5
0.4 11
0.3 0.4
0.1 0.7
-0.0 0.0
-0.8 -0.5
-0.2 0.7
-0.6 -1.2

DIR
5.1 Contribution to Real GDP Growth by Component

CcYy
2012

1.4

-0.0
-0.9

-0.0

-0.0
-0.9

2013

1.5

0.2
-0.6

1.5
1.9
1.0
1.2
0.3
-0.2
-0.3
0.9
04

0.5
-0.0

0.2
-0.6
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DIR
5.2 Contribution to Real GDP Growth by Component

2014 2015 2016 FY CcY
4-6 -9 10-12 1-3 4-6 7-9 10-12 1-3 2014 2015 2014 2015
(E) E) (E) (E) (E) (E) (E) (E) (E) (E) (E) (E)
1) Qlq %
GDP growth rate -1.1 0.6 0.5 0.5 0.5 0.9 -1.1 0.5 11 1.5 1.8 14
Domestic demand -1.7 0.5 0.4 0.3 0.4 0.9 -1.5 0.2 0.9 0.9 2.2 0.9
Private demand -1.7 0.4 0.4 0.4 0.6 1.0 -1.5 0.2 0.8 1.2 2.0 1.2
0.2 0.3 0.9 -1.3 0.2 -0.2 0.6 0.6 04
Private consumption -1.8 0.4 0.1
Residential investment -0.2 -0.1 0.0 0.0 0.1 0.0 -0.3 -0.2 -0.0 -0.0 0.1 -0.0
Private fixed investment 0.0 0.1 0.2 0.2 0.2 0.2 0.1 0.2 1.1 0.7 1.5 0.7
Change in private inventories 0.3 0.0 0.0 -0.0 -0.0 -0.1 0.1 0.0 -0.0 -0.1 -0.3 -0.0
Public demand -0.0 0.1 0.0 -0.1 -0.2 -0.1 -0.1 -0.0 0.1 -0.3 0.3 -0.2
Government final consumption 0.1 0.1 0.1 0.1 0.0 0.0 0.0 0.0 0.2 0.2 0.2 0.2
Public fixed investment -0.1 -0.0 -0.1 -0.1 -0.2 -0.2 -0.1 -0.1 -0.2 -0.5 0.1 -0.5
Change in public inventories 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net exports of goods and services 0.5 0.1 0.2 0.1 -0.0 -0.1 0.3 0.2 04 0.6 -0.5 0.5
Exports of goods and services 0.2 0.2 0.3 0.3 0.4 0.4 0.4 0.4 1.3 1.3 1.4 1.2
Imports of goods and services 0.4 -0.1 -0.1 -0.2 0.4 -0.5 -0.0 -0.2 -0.9 -0.8 -1.9 -0.7
2)Yly %
GDP growth rate 1.0 1.3 1.7 0.5 2.1 2.4 0.8 0.8 1.1 1.5 1.8 14
Domestic demand 1.6 1.5 1.0 -0.5 17 2.1 -0.1 -0.0 0.9 0.9 2.2 0.9
Private demand 1.3 1.4 11 04 1.8 2.4 0.4 04 0.8 1.2 2.0 1.2
Private consumption -0.1 0.2 0.1 1.1 11 15 -0.0 0.1 -0.2 0.6 0.6 04
Residential investment 0.2 -0.0 -0.1 -0.2 0.1 0.2 -0.1 -0.3 -0.0 -0.0 0.1 -0.0
Private fixed investment 1.3 14 1.3 0.6 0.7 0.8 0.6 0.7 1.1 0.7 1.5 0.7
Change in private inventories -0.1 -0.2 -0.1 0.2 -0.1 -0.1 -0.1 -0.0 -0.0 -0.1 -0.3 -0.0
Public demand 0.3 0.0 -0.1 -0.1 -0.1 -0.3 -0.5 -0.5 0.1 -0.3 0.3 -0.2
Government final consumption 0.2 0.2 0.2 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Public fixed investment 0.1 -0.2 -0.3 -0.3 -0.3 -0.5 -0.7 06 -0.2 -0.5 0.1 -0.5
Change in public inventories 0.0 0.0 0.0 0.0 0.0 -0.0 -0.0 -0.0 0.0 0.0 0.0 0.0
Net exports of goods and services -0.9 -0.3 0.5 0.9 0.4 0.2 0.4 0.4 04 0.6 -0.5 0.5
Exports of goods and services 11 1.5 1.6 1.0 1.2 1.3 14 1.5 1.3 1.3 1.4 1.2
Imports of goods and services -2.0 -1.7 -1.1 -0.0 -0.8 -1.1 -1.1 -1.1 -0.9 -0.8 -1.9 0.7
Source: Compiled by DIR.
Notes: 1) Q/q growth rates seasonally adjusted; y/y growth rates and FY and CY figures unadjusted.
2) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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6.1 Major Assumptions

2012 2013 2014 FY CcY
4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 2012 2013 2012 2013
1) World economy
Economic growth of major trading partners
Yly % 29 29 3.7 25 29 3.1 3.4 3.3 3.2 3.2 3.3 3.0
Crude oil price (WTlfutures; $/bbl) 934 922 88.2 94 4 942 1058 97.6 98.6 92.0 99.1 941 98.0
Yly % -8.8 3.0 -6.2 -8.4 0.9 14.8 10.6 4.5 -5.4 7.6 -1.0 4.1
2) US economy
Real GDP (chained [2009]; $ bil; SAAR) 15,428 15534 15,540 15584 15680 15839 15942 15903| 15521 15,841| 15471 15,761
Q/q %, SAAR 1.2 2.8 0.1 11 25 41 26 -1.0
Yly % 2.8 3.1 2.0 1.3 16 2.0 26 2.0 2.3 21 2.8 1.9
Consumer Price Index
(1982-84 avg=100) 229.0 2299 2313 2320 2322 2335 2341 2352 2306 233.8] 2296 233.0
Q/q %, SAAR 14 1.7 24 1.2 0.4 22 11 1.9
Yly % 1.9 1.7 1.9 1.7 14 1.6 1.2 14 1.8 14 21 1.5
Producer Price Index
(Finished goods; 1982=100) 1928 1947 1959 196.3 1958 1969 1974 199.2| 1949 197.3| 1942 196.6
Q/q %, SAAR -14 3.9 25 0.9 -1.0 2.3 0.9 3.8
Yly % 11 15 1.7 15 15 1.2 0.8 15 14 1.2 1.9 1.2
FF rate (%) 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
(Target rate for the forecast period, end-period)
Government bond yield (10 year; %) 1.82 1.64 1.71 1.95 2.00 2.71 2.75 2.76 1.78 2.55 1.80 2.35
3) Japanese economy
Nominal government final consumption
Y tril; SAAR 96.1 96.8 97.3 98.4 98.4 98.5 98.4 98.8 971 98.5 96.9 98.4
Q/q %, SAAR -7.2 29 2.0 5.0 -04 0.6 -0.5 1.8
Yly % -0.2 0.7 0.7 0.8 23 1.9 1.0 0.5 0.5 14 0.9 1.5
Nominal public fixed investment
Y tril; SAAR 211 20.6 20.6 217 231 248 25.3 247 21.0 246 211 23.7
Q/q %, SAAR -9.6 -9.7 0.2 219 28.9 33.8 8.1 9.7
Yly % 0.1 -0.1 4.6 -0.5 9.0 20.9 234 13.6 11 171 26 12.8
Exchange rate (Y/$) 80.1 78.6 81.2 92.3 98.8 989 1004 1028 83.1 100.2 79.8 97.6
(Y/E) 101.2 982 1082 1220 1296 130.7 139.9 140.3| 1074 1351 103.5 130.6
Call rate (end-period; %) 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10
Source: Compiled by DIR.
Notes: 1) Japanese consumption tax hike expected in October 2015.
2) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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6.2 Major Assumptions

2014 2015 2016 FY CY
4-6 79 10-12 1-3 4-6 7-9 10-12 1-3 2014 2015 | 2014 2015

(E) E) (E) E) E) (E) (E) (E) (E) (E) E) E)

1) World economy

Economic growth of major trading partners

Yiy % 3.3 3.3 3.2 3.8 3.8 3.9 3.9 3.9 35 3.9 3.3 3.9
Crude oil price (WTI futures; $/bbl) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0f 100.0 100.0 99.7 100.0
Yy % 6.2 -5.5 24 14 0.0 0.0 0.0 0.0 1.0 0.0 1.6 0.3

2) US economy

Real GDP (chained [2009]; $ bil; SAAR) 16,064 16,169 16,286 16,413 16,536 16,655 16,774 16,896| 16,233 16,715| 16,106 16,595
Q/q %, SAAR 41 27 29 3.2 3.0 29 29 29
Yly % 24 21 22 3.2 29 3.0 3.0 29 25 3.0 22 3.0
Consumer Price Index
(1982-84 avg=100) 236.2 2372 2382 2393 2405 2417 2431 244 6| 237.7 2425 2367 2412
Q/q %, SAAR 1.6 1.7 1.8 1.8 2.0 21 2.3 24
Yly % 1.7 1.6 1.8 1.7 1.8 1.9 20 22 1.7 2.0 1.6 1.9
Producer Price Index
(Finished goods; 1982=100) 2004 2016 2029 2043 2059 2076 2093 211.0f 2022 2084 201.0 206.7
Qlq %, SAAR 23 24 26 29 3.1 3.4 3.3 3.2
Yly % 23 2.3 2.8 2.5 2.7 3.0 3.2 3.2 25 3.0 2.2 2.9
FF rate (%) 0.25 0.25 0.25 0.25 0.25 0.25 0.50 0.75 0.25 0.75 0.25 0.50
(Target rate for the forecast period, end-period)
Government bond yield (10 year; %) 2.61 2.83 3.01 3.13 3.35 3.59 3.84 4.02 2.90 3.70 2.80 3.48

3) Japanese economy
Nominal government final consumption

Y tril; SAAR 100.3 100.8 1012 1016 1019 1022 1029 103.3] 101.0 1026 100.3 1022
Q/q %, SAAR 6.3 1.7 1.7 1.7 1.2 1.2 2.8 1.2
Yly % 2.0 2.3 3.0 2.8 1.6 15 1.7 1.6 25 1.6 2.0 1.9
Nominal public fixed investment
Y tril; SAAR 244 244 241 23.5 225 21.7 21.3 211 241 216 244 22.3
Qlq %, SAAR -5.2 0.3 -3.9 -9.6 -16.4 -13.0 -7.2 -3.7
Yy % 56 -2.0 -4.9 4.5 -76 -108 -115 -103 2.3 -10.2 2.7 -8.5
Exchange rate (Y/$) 102.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.5 100.0 101.2 100.0
(Y€) 141.0 140.0 1400 140.0 1400 140.0 140.0 140.0/ 140.3 140.0/ 140.3 140.0
Call rate (end-period; %) 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10

Source: Compiled by DIR.
Notes: 1) Japanese consumption tax hike expected in October 2015.

2) Due to rounding, figures may differ from those released by the government.
E: DIR estimate.
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