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The Japanese economy: Heading into 2026

1. Things accomplished in 2025

① The three hikes: Price hikes, wage hikes, and rate hikes all in play now.

② Changes in the nature of capex: Increased investments in software and other capital goods that lessen the dependence on people 

for labor.

③ Establishment of a genuine wage market: The emergence of market-set wage rates due to greater labor market liquidity.

④ Synchronized wage hikes: Wage hikes now made with an eye to industry peers rather than on a company-by-company basis

(a stag hunt in game theory). 

2. Things not accomplished in 2025 (and left to do in 2026)

① Mutually reinforcing price hikes and wage hikes (establishment of a virtuous circle).

② 2% inflation led by services.

3. The Takaichi administration’s first Cabinet decision on an economic policy package

① Why assemble a stimulus package when Japan’s output gap is currently near zero (no demand shortage)? 

② Does pushing non-financial corporations from a savings glut into a savings shortage constitute growth in the economy?

(American non-financial corporations are also usually excess savers)



2© Nomura | STRICTLY PRIVATE AND CONFIDENTIAL

Japan’s economy: 

Recovery will slow without falling into a recession; core CPI to fall under 2% in 2026

Notes: 1. Forecasts are as of 17 November 2025.  

 2. Numbers in parentheses for demand components with asterisks (*) are QoQ contributions (ppt).

 3. Quarters are on a calendar-year basis. (Q1 is the January-March quarter).

 4. The core CPI excludes fresh food. Core Core CPI (A) excludes fresh food and energy.

 Core core CPI (B) excludes food, non-alcoholic beverages and energy. 

Source: Actual data are from the Cabinet Office and MIC. Forecasts are by Nomura

We expect Japan to slow in 2025 H2

2025 2026 2027 FY (Apr-Mar) CY (Jan-Dec)

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 2024 2025 2026 2027 2024 2025 2026 2027

F F F F F F F F F F F F F F F

(% q-o-q annualized)

Real GDP 0.9 2.3 -1.8 0.8 1.1 1.2 0.6 0.8 0.7 0.9 0.6 0.6 

(% q-o-q) (% y-o-y) (% y-o-y)

Real GDP 0.2 0.6 -0.4 0.2 0.3 0.3 0.2 0.2 0.2 0.2 0.1 0.1 0.6 1.0 0.8 0.7 -0.2 1.3 0.7 0.8 

Domestic demand* (0.9) (0.3) (-0.2) (0.3) (0.3) (0.3) (0.2) (0.2) (0.2) (0.2) (0.2) (0.1) (1.1) (1.1) (0.9) (0.8) (-0.1) (1.5) (0.9) (0.8) 

Private consumption 0.3 0.4 0.1 0.1 0.4 0.1 0.2 0.2 0.2 0.2 0.2 0.1 0.7 1.0 0.9 0.7 -0.2 1.2 1.0 0.8 

Private housing investment 1.3 0.3 -9.4 2.0 1.2 -0.2 -0.3 -0.6 -0.9 -0.8 -0.8 -0.8 -0.6 -4.5 -1.5 -3.0 -2.3 -2.1 -2.5 -2.7 

Capex 0.9 0.8 1.0 0.1 0.3 0.5 0.4 0.4 0.4 0.4 0.4 0.4 1.9 2.7 1.7 1.5 0.7 2.8 1.9 1.6 

Change in private inventories* (0.6) (0.0) (-0.2) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.1) (0.2) (-0.1) (0.0) (-0.1) (0.3) (-0.1) (0.0) 

Public investment 0.5 -0.1 0.1 0.0 -1.3 2.4 -0.7 -0.3 0.1 1.1 -0.3 -0.6 0.6 -0.2 0.7 0.4 -1.6 0.7 -0.0 0.6 

Government consumption -0.4 0.1 0.5 0.1 0.1 0.1 0.2 0.2 0.2 0.2 0.2 0.2 1.2 0.4 0.8 0.9 0.8 0.4 0.8 0.9 

Net exports* (-0.7) (0.2) (-0.2) (-0.1) (-0.0) (0.0) (-0.0) (-0.0) (-0.0) (-0.0) (-0.0) (0.0) (-0.5) (-0.1) (-0.2) (-0.0) (-0.1) (-0.2) (-0.2) (-0.1)

Exports -0.4 2.3 -1.2 -0.5 0.2 0.6 0.5 0.6 0.5 0.6 0.6 0.5 1.5 2.5 1.0 2.2 0.7 3.3 0.7 2.2 

Imports 2.5 1.3 -0.1 0.1 0.3 0.5 0.8 0.7 0.6 0.6 0.6 0.4 3.5 2.9 1.9 2.4 1.0 4.1 1.6 2.5 

Nominal GDP 0.9 1.6 0.1 0.9 0.3 0.9 0.2 1.2 0.6 0.8 0.5 0.7 3.7 3.8 2.6 2.9 2.9 4.4 2.6 3.0 

GDP deflator 0.7 1.0 0.6 0.7 0.0 0.6 0.1 1.0 0.5 0.6 0.4 0.5 3.1 2.8 1.8 2.2 3.1 3.0 1.8 2.2 

(% y-o-y)

Real GDP 1.8 2.0 1.1 0.6 0.6 0.3 0.9 0.9 0.8 0.8 0.8 0.7 

Nominal GDP 5.1 4.8 3.9 3.5 3.0 2.2 2.4 2.6 3.0 2.9 3.2 2.7 

GDP deflator 3.3 2.9 2.8 3.0 2.3 1.9 1.4 1.7 2.2 2.2 2.5 2.0 

CPI (% y-o-y)

Core CPI 3.1 3.5 2.9 2.7 1.9 1.4 1.6 1.6 2.1 2.0 1.9 2.0 2.7 2.7 1.7 2.0 2.5 3.1 1.6 2.0 

Core core CPI (A) 2.7 3.2 3.2 3.0 2.9 2.4 2.2 2.1 2.0 2.2 2.2 2.2 2.3 3.1 2.2 2.2 2.4 3.0 2.4 2.1 

Core core CPI (B) 1.5 1.6 1.5 1.7 1.8 1.7 1.8 1.8 1.8 2.0 2.0 2.0 1.7 1.6 1.8 2.0 1.9 1.6 1.8 2.0 

BOJ’s outlook (as of October 2025)

Core CPI: +2.7% in FY25, +1.8% in FY26, +2.0% in FY27

Core core CPI (A): +2.8% in FY25, +2.0% in FY26, +2.0% in FY27

BOJ’s outlook (as of October 2025)

Real GDP: +0.7 in FY25, +0.7% in FY26, +1.0% in FY27
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Japan’s economy: 'Three types of hikes' leading to an 

increase in revenue of all the four macroeconomic entities

注：The labels "4th year", "3rd year", and "2nd year" under the price hiles, wage hikes, and rate hikes items refer to evaluations as of 2025.

Source: Nomura
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Inflation:

Japan’s CPI has a higher weighting towards food

Source: MIC, BLS, Eurostat, Haver, Nomura

Inflation based on CPI

Drivers of Japan’s inflation are food and energy, while rent and services are the drivers for the US and services are the drivers 

for the Euro area
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Capex: Reduced labor dependence leading to improved 

labor productivity

◼ While capex in machinery and construction faces constraints on the supply side (shortages of labor, parts, and materials, and a resulting 

rise in costs), software orders have been rising rapidly. 

Note: 'Real' orders for software are deflated using prices of custom software (except embedded software) on an SPPI (Service Producer Price Index) basis. 

Source: METI, Nomura

Rapid increase in orders for software (or software investment)
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Wages (1):

Synchronized wage hikes are emerging as a trend
◼ The way companies determine wage hikes is starting to evolve, as they are increasingly letting their decisions be informed by what their 

peers are doing, leading to a greater level of intra-company synchronization. As a result, the Nash equilibrium of the stag hunt game is 

shifting from a wage-decline state (the equilibrium under a maximin strategy) to a wage-growth state (the equilibrium under a payoff 

dominant strategy).

◼ Wage hikes are becoming more synchronized among companies, leading to a change in the corporate ‘norm’ about wage hikes. 

Rengo’s target appears likely to be exceeded in the 2026 

shunto

More synchronized wage hikes, suggesting a change in the 

corporate ‘norm’ of wage hikes

Spring wage negotiations (target, demands and results)
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Note: The survey period for FY25 was 20-31 January 2025. The survey sample included 26,765 companies, of 

which 11,014 responded. 

Source: Teikoku Databank, Nomura

Synchronized 

wage hikes

(% y-y)

(CY)

Note: (1) Wage increase is total increase in base pay and seniority-based pay. Base pay increase 

shown in brackets. Except for 2014, the results are averages for unions that have published a figure for 

base pay increase.

 (2) Figures are based on the final set of results of each year’s shunto. 

Source: Nomura, based on Japanese Trade Union Confederation (Rengo) data
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Key events to watch ahead of 2026 shunto

◼ Final months of 2025: Labor unions indicate their position.

◼ Early-to-mid January 2026: Management-side organizations indicate their position.

◼ Mid-March 2026: Climax of shunto negotiations (when most major companies issue their response).

Note: Forward-looking dates are Nomura assumptions 

Source: Japanese Trade Union Confederation (Rengo), BOJ, media reports, Nomura

Wages (2): 

Key events to watch ahead of 2026 shunto

Mainly reflects stance 

of labor unions

Mainly reflects stance 

of management

Year Date Events
Timeline for 2025 spring 

wage negotiations

2025

10/23 Rengo publishes Basic Concept for 2026 spring wage negotiation (sets wage hike target) 24/10/18

11/6 UA Zensen sets wage hike target 24/11/6

11/18 Japanese Association of Metal, Machinery, and Manufacturing Workers sets wage hike target 24/12/4

11/20 Rengo publishes policy for spring wage negotiations 24/11/28

11/25 Three-way meeting of government, labor, and corporate management representatives 24/11/26

11/26 Japan Council of Metalworkers' Unions sets wage hike target 24/12/3

12/4 Japan Federation of Industry Workers' Unions sets wage hike target 24/12/5

12/12 Confederation of Japan Automobile Workers' Unions sets wage hike target 24/12/11

12/15 Outline of December BOJ Tankan survey released 24/12/13

Late Dec Labor unions at major automakers set wage hike demands Around 20 Dec 2024

2026

Early Jan New Year's meetings at three business organizations (announcement of stance on wage hikes) 25/1/7

Early–mid Jan BOJ branch manager meeting and Regional Economic Report (Sakura Report) 25/1/9

Mid–late Jan Keidanren publishes policy paper setting out basic stance on 2026 spring wage negotiations 25/1/21

Within Feb Workers at each company decide on demands, begin negotiations with management In Feb 2025

Early Mar Rengo publishes overall wage hike demands 25/3/6

3/17–19 Peak for company responses 25/3/11-13

3/23 Rengo publishes first set of negotiation results 25/3/14

Late Mar Rengo publishes second set of negotiation results 25/3/21

Early Apr Rengo publishes third set of negotiation results 25/4/3

Mid–Apr Rengo publishes fourth set of negotiation results 25/4/17

Early May Rengo publishes fifth set of negotiation results 25/5/8

Early Jun Rengo publishes sixth set of negotiation results 25/6/5

Early Jul Rengo publishes seventh (final) set of negotiation results 25/7/3
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Wages (3): 

Base pay growth likely to be above 3% in 2026 and 2027

◼ In the 2024 shunto, wage hikes (including seniority) were 5.10% with base pay growth of 3.56%. 

◼ In the 2025 shunto, wage hikes (including seniority) proved to be 5.32% with base pay growth of 3.75%.

◼ In the 2026 shunto, we expect wage hikes (including seniority) to be 5.0% with base pay growth of 3.4%. 

◼ In the 2027 shunto, we expect wage hikes (including seniority) to be 4.7% with base pay growth of 3.1%.

Note: 1. Base pay increases are based on surveys by Keidanren (1996-98), Central Labour Relations Commission (1999-2014), and Rengo (2015-25). 

 2. Nomura forecasts shown for 2026 and 2027. 

Source: Nomura, based on Japan Trade Union Confederation (Rengo), Central Labour Relations Commission, Japan Business Federation (Keidanren) data

Base pay growth will likely remain around 3% with some slowing toward 2027

Spring wage negotiations (shunto)
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Wages and prices: 

Four channels comprising interconnectivity between wages and prices

Source: Nomura

Our assessment

Channel 1 → Gradually working

Channel 2 → Not working

Channel 3 → Gradually working

Channel 4 → Not working

Channels need to expand for 

the BOJ to be able to reach 
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Four major channels for a virtuous cycle between wages and prices(the term” virtuous cycle” disappeared the BOJ’s Outlook 

Report in May 2025 and hasn’t been used since)
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Inflation (1): 

Inflation excluding food and energy not above 2%

◼ Both core CPI inflation (excluding fresh food) and core-core CPI inflation (excluding fresh food and energy) are driven upwards by rice and 

other foods.

◼ When excluding food (ex. alcoholic beverages), the CPI inflation rate remains low.

⇒ Core CPI inflation (year-on-year) has likely already reached a peak.

Note: CPI excludes consumption tax. 

Source: MIC, Nomura

Notes: 1. ‘Trimmed mean’ is obtained by excluding upper and lower tails (here, 10 percent tails) of price change 

distribution adjusted for item's weight in CPI. 

 2. ‘“Mode” is the inflation rate with the highest density in the distribution, assuming that inflation rates for Core 

CPI (ex. fresh food) items fit a normal-inverse Gaussian distribution.

 3. “Weighted median” is the average rate of inflation of categories that fall within the 47.5% - 52.5% range (on 

a weighted basis) in the distribution of their inflation rates

Source: BOJ, Nomura

One of the three doesn’t include rice. Which one?

Underlying inflation numbers don’t always fully capture real 

underlying inflation

CPI Measures of underlying inflation
(% y-o-y) (% y-o-y)
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Inflation (2):

Underlying inflation to edge up

◼ Market inflation expectations (BEI) are rising, along with corporate and household inflation expectations.

◼ While the composite index for five year-ahead inflation expectations based on principal component analysis (composite of corporate, 

household, and expert inflation expectations) is rising, it is not anchored to 2%.

Note: 1. ’Household inflation expectations' are calculated as weighted average based on distribution of survey 

responses, using 5% for “5% or higher,” 3.5% for “2% to less than 5%” and 1% for "less than 2%".

 2. 'Corporate inflation expectations' are based on Tankan survey of 1y-ahead general price (CPI) outlook 

 (surveyed since March 2014).

 3. 'Market inflation expectations' are based on 10-year JGBi after Oct 2013 and 10-year inflation swaps prior 

to that. 

Source: MIC, Cabinet Office, BOJ, Bloomberg, Nomura

Note: Five year-ahead inflation expectations prior to the January-March 2024 quarter are Osada and Nakazawa 

estimates (2024). Figures from 2024 2Q onward were calculated by Nomura using Osada’s and 

Nakazawa’s methodology (2024)

Source: Osada and Nakazawa (2024), BOJ, Bloomberg, QUICK, Consensus Economics material, Nomura
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Inflation (3):

2026 CPI forecasts clearly show effects of policy measures

◼ Various policy measures are directly suppressing CPI for FY2025-2026. However, the BOJ’s Outlook Report only factors in measures that 

have been official enacted.

◼ Currently anticipated measures would depress FY2026 core CPI (ex. fresh food) by c.0.3% year-on-year, but this is not accounted for in the 

BOJ’s Outlook Report.

◼ The significance of examining underlying inflation will increase in importance.

2026 CPI forecasts clearly show effects of policy measures

Note: 1. Impact on core CPI (ex. fresh food) is estimated by Nomura.

 2. Core-core: The BOJ figure excludes fresh food and energy, while the MIC figure excludes foods (ex. alcoholic beverages) and energy. 

 3. Whether or not measures have been factored into CPI forecasts is based on Nomura assumptions.

 4. Since subsidies to control electricity and gas charges change by the month, figures here are a rough estimate of average impact.

 5. Since gasoline subsidies gradually increase from November 2025, impact here accounts for the full subsidy (equivalent to the ¥25.1/liter provisional tax rate)

Source: MIC, various materials

Date of implementation 施 策 内 容 Impact on core CPI inflation (ppt)
Factored into CPI 

forecasts?
Core BOJ MIC

（Some TBD） Nationwide Tokyo Nomura BOJ Core-core Core-core

2025 April ～ Free education at high schools (public) -0.18 - ○ ○ ○ ○ ○

June ～ Gasoline subsidies -0.12 -0.03 ○ ○ ○ × ×

June ～ September Free water charges (only Tokyo) -0.02 -0.25 ○ ○ ○ ○ ○

August ～ October Measures to control electricity and gas charges Approx. -0.3 Almost -0.3 ○ ○ ○ × ×

September ～ Free childcare fee (only Tokyo) -0.04 -0.52 ○ ○ ○ ○ ○

November ～ Gasoline subsidies, gasoline tax cuts -0.31 -0.09 × × ○ × ×

2026 February ～ April Measures to control electricity and gas charges Approx. -0.6 Approx. -0.6 × × ○ × ×

April ～ Free education at high schools (private) -0.18 - ○ × ○ ○ ○

April ～ Free lunch at elementary schools -0.13 - ○ × ○ ○ ○

TBD Free lunch at junior high schools -0.06 - × × ○ ○ ○

TBD Consumption tax cuts ? ? × × ○ ○ ○
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Inflation (4):

Rice prices look likely to settle down early in 2026

◼ Rice prices started rising again in October (after settling back previously) as rice harvested in 2025 hit the market.

◼ The associated boost to y-y inflation is generally shrinking. As of November, higher rice prices are pushing up core CPI inflation by about 

0.3ppt–0.4ppt.

◼ Marketing of new rice as “freshly harvested” should wind down in early 2026, and prices should settle back to reflect the change in the 

supply/demand landscape.

Note: Left-hand chart: “Sushi (box lunch)” is the weighted average of “Sushi (box lunch)-A” and “Sushi (box lunch)-B”. “Box lunch (others)” is the weighted average of “Box lunch-A” and “Box lunch-B”. “Eating out 

(items including rice)” is the weighted average of “Sushi (eating out)-A”, “Sushi (eating out)-B”, “Tempura bowls (eating out)”, “Curry & rice (eating out)”, “Beef bowls (eating out)”, “Pork cutlet set meals (eating 

out)”, and “Ginger pork set meals (eating out)”. 

Source: Nomura, based on Ministry of Internal Affairs and Communications data
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Inflation (5): Core CPI inflation likely to fall below 2% in 

2026, and come closer to 2% in 2027

◼ Japan’s core CPI inflation (less fresh food) will likely come down to below 2% with the contribution of food declining.

⇒ We think the BOJ will pause as long as inflation remains below 2%.  

◼ Inflation will likely come closer to 2% in 2027 in a more endogenous, home-grown manner. 

⇒ We think the BOJ will resume rate hikes in 2027. 

Note: Core CPI is overall CPI excluding fresh food. Core core CPI is overall CPI excluding energy and core food (food except fresh food and alcoholic beverages).  

Source: Nomura, based on MIC data. Forecasts are by Nomura

CPI inflation is expected to fall below 2% in early 2026, and stabilize at a lower level

Japan's core CPI (actual and forecasts) (% y-o-y)
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BOJ (1): We forecast a pause in rate hikes in 2026, 

followed by additional hikes in January and July of 2027

BOJ monetary policy: Expecting policy rate to reach 1.25% in July 2027 

(1) Expecting real core CPI inflation to fall below 2% y-y in 2026

⇒ Our forecasts have core CPI inflation (all items, less fresh food) dropping below 2% y-y in the Jan–Mar 2026 

quarter.

⇒ The BOJ’s latest Outlook Report (issued on 30 October) also sees inflation falling below 2% in FY26

(based on the Policy Board members’ median forecast).

(2) Expecting underlying inflation to stall in 2026 but then rise back to around 2% in 2027 

⇒ We see underlying inflation stalling in 2026 as core CPI inflation drops below 2% y-y.

⇒ During 2026, we expect services to take over from foods and energy as the engine powering inflation.

⇒ We see underlying inflation returning to 2% or so in 2027.

(3) We forecast BOJ rate hikes in January and July of 2027 

⇒ With its December 2025 rate hike, the BOJ’s policy rate has reached 0.75%.

⇒ Our expectation of a one-year gap between rate hikes in December and January 2027 rests on our forecast 

that CPI inflation will slip below 2%.

⇒ We expect this rate-hiking cycle to come to a close with a final hike in the policy rate to 1.25% in July 2027.
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BOJ (2): 

Risks to our forecasts

Risks to our monetary policy forecasts

(1) Bigger-than-expected upside moves in the output gap and longer-run inflation expectations 

⇒ A succession of stimulus packages, for example, could drive up the output gap and longer-run inflation 

expectations.

⇒ Bigger-than-expected rise in the neutral rate of interest.

⇒ A higher terminal rate than we currently forecast.

(2) More yen depreciation than expected 

⇒ Heightened worry in the markets over the government’s fiscal policy handling.

⇒ Rise in long-term interest rates alongside a weakening yen (a breakdown in the relationship between the 

exchange rate and the US-Japan interest rate spread).

⇒ A need to hike the policy rate to a level higher than the neutral rate. 

⇒ A higher terminal rate than we currently forecast.

(3) Poor forward visibility on the neutral interest rate 

⇒ Uncertain outlook for the potential growth rate and the gap between the natural interest rate (r*) and the 

potential growth rate.

⇒ Difficulty in reading the outlook for the neutral interest rate.

⇒ Risks to our monetary policy forecast scenario.

Risk 1

Risk 2

Risk 3
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BOJ (3): Monetary policy under the Takaichi 

administration and changes in BOJ policy board members

Monetary policy under the Takaichi administration

(1) Demand-pull inflation, not cost-push inflation, is key

⇒ The central bank’s monetary policy mainly addresses demand-pull inflation

 (while exchange rate stability achieved through monetary policy does affect import prices [cost-push inflation], 

exchange rate stability is actually the responsibility of the government [Minister of Finance] under Article 7-3 of 

the Foreign Exchange Act).

⇒ BOJ Governor Kazuo Ueda is well aware of the difference between cost-push and demand-pull inflation.

⇒ We see no need for Ueda to change his policy stance even under the Takaichi government.

⇒ We have not changed our BOJ scenario.

(2) Focus on successors as terms of BOJ policy board members expire

⇒ Asahi Noguchi in March 2026 and Junko Nakagawa in June 2026.

Hajime Takata and Naoki Tamura in July 2027.

BOJ deputy governors Shinichi Uchida and Ryozo Himino in March and Ueda in April 2028.

under the Takaichi government
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BOJ (4):

Real policy rate will likely approach r* in 2027

◼ The most recent OIS curve factors in more of the BOJ’s rate hikes within a twelve-month period. 

◼ Nomura believes the BOJ’s policy rate will reach the terminal rate of 1.25% in July 2027, bringing the real policy rate into the estimated 

range of the natural rate of interest, or r*. 

Note: ‘Present' is based on JPY 3M OIS rate. Others are based on forward rate of JPY OIS rate. 

Sources: Bloomberg, Nomura

Note: (1) Estimated range and median for r* (equilibrium real policy rate) are based on model presented in Figure 

2 of August 2024 Bank of Japan Working Paper Series No. 24-J-9 (available in Japanese) titled Shizen 

rishiritsu no keisoku wo meguru kinnen no doko ("Recent developments in the measurement of the 

natural interest rate"), by Yuu Sugioka, Shougo Nakano, and Hiroki Yamamoto.

 (2) Real policy interest rate = [unsecured overnight call rate] – [y-y change in core-core CPI (excludes fresh 

food and energy)].

 (3) Real policy interest rates for Jul–Sep 2024 onward are Nomura forecasts.

Source: BOJ, Nomura

Markets’ expectations for rate hikes gradually rising Real policy rate will likely approach r* in 2027
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Fiscal policy (1): The general election holds the key to the 

Takaichi administration’s fiscal policy

Following the general election, the Takaichi administration’s fiscal policy 

(“Sanaenomics”) will shift to a longer-term vision

(1) Pre-election Sanaenomics

⇒ Focus on supporting household (voter) budgets and improving the Cabinet’s approval rating in preparation for a future election

⇒ The market is somewhat wary of the sustainability of the administration’s fiscal policy

⇒ Simultaneous sell-off of long-term JGBs and yen (the long-term interest rate rising concurrently with the weakening of the yen)

⇒ A break in the correlation between the USD-JPY exchange rate and the US-Japan interest rate gap

（2） Post-election Sanaenomics

⇒ Through the general election, Prime Minister Takaichi will truly become President of the Liberal Democratic Party (LDP)

⇒ PM Takaichi will solidify her position as Prime Minister and President of the LDP within the party, not just versus the opposition

⇒ The chances of her renewing her term as President of the LDP in September 2027 will rise

⇒ PM Takaichi may gain a foothold for focusing on her original medium- to long-term goals: “crisis management investment” and 

“growth investment”

（3） After the election, the USD-JPY exchange rate will return to its normal correlation with the 

US-Japan interest rate gap

⇒ A shift to a longer-term focus in fiscal policy will remedy some of the market’s worries about its sustainability

⇒ The USD-JPY exchange rate will return to its normal correlation with the US-Japan interest rate gap

⇒ Continued push for rate hikes by the BOJ and rate cuts by the FRB will strengthen the yen against the dollar in 2026
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Fiscal policy (2): 

Large economic packages adopted even under inflation

◼ The Takaichi cabinet officially determined the first economic package on 21 November 2025, whose project scale amounts to JPY 42.8trn 

or 6.7% of GDP. 

◼ Japan has adopted large economic packages even under inflation and with the output gap almost zero. 

Note: 1. The horizontal axis shows the timing of the cabinet decision of economic measures.

 2. The 'project scale' other than expenses by the national government includes expenses by the local 

governments, Fiscal Investment and Loan Program (FILP) and private investment expected to be induced 

by economic measures. 

Source: Cabinet Office, Nomura

Note: 1. Each item shows the month when economic measures were officially determined.

 2. The boost to real GDP of each economic measures is assumed to materialize over a three-year period. 

Source: Cabinet Office, Nomura

Large economic packages even under inflation Big push to real GDP

Large economic measures even under inflation Boost to real GDP by economic measures
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Fiscal policy (3): 

Japan’s output gap is already almost zero

◼ Japan’s output gap is almost zero by now, suggesting Japan needs to enhance not actual but potential GDP. 

◼ Moreover, the Phillips curve suggests the intercept reflecting longer-term inflation expectations may have risen since 2022, further 

reducing the necessity to simply inject demand through fiscal policy. 

Note: 1. The dummy variable is 1 in and after Q2 2022 and zero before that.

 2. Output gap (%) = (actual GDP – potential GDP) / potential GDP * 100. 

Source: Cabinet Office, MIC, Nomura

Japan’s output gap almost zero The Phillips curve may be shifting up

Output gap and CPI Phillips curve
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Note: 1. Output gap (%) = (actual GDP – potential GDP) / potential GDP * 100.

 2. Core CPI is comprehensive CPI, excluding fresh food (and excluding the impact of consumption tax hikes) . 

Source: Cabinet Office, Nomura

Regression of core CPI on output gap

CPI = 0.36 * output gap (2 quarters before)

 + 2.6 * dummy + 0.61

(Regression period: Q1 1990 - Q2 2025)
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of capital)

Fiscal policy (4): Will nonfinancial corporations move from

a position of excess savings to a savings shortfall?

◼ One of the arguments used to justify economic stimulus is the goal of encouraging non-financial corporations to move from excess 

savings toward a savings shortfall.

⇒ Even in the US, companies often experience periods of excess savings.

Notes: 1. Funding surpluses and deficits are illustrated based on the "National Accounts" until fiscal 1979 and on

 the "Flow of Funds" from fiscal 1980 onward. Shows financial surpluses and deficits are based on National 

Accounts of Japan through FY79 and the BOJ's Flow of Funds Accounts from FY80

 2. General government comprises central government, local governments, and social security funds

Source: Nomura, based on Cabinet Office's National Accounts of Japan and BOJ's Flow of Funds Accounts data Source: Nomura, using BEA materials

Nonfinancial corporations have continued to hold on to excess 

savings since 1995

Even in the US, companies frequently experience periods of 

excess savings

＜Japan＞ ＜US＞

-15

-10

-5

0

5

10

15

55 60 65 70 75 80 85 90 95 00 05 10 15 20

Households Nonfinancial corporations

General government Financial corporations

Balance of investment and saving by category

(FY)

Saving 

shortfall 

(recipients

of capital)

(as % of GDP)

-15

-10

-5

0

5

10

1
9
6

0

1
9
6

5

1
9
7

0

1
9
7

5

1
9
8

0

1
9
8

5

1
9
9

0

1
9
9

5

2
0
0

0

2
0
0

5

2
0
1

0

2
0
1

5

2
0
2

0

2
0
2

5

Corporations

Households

Government

Balance of investment and saving by category

Saving 

surplus

Saving 

shortfall

(as % of GDP)



23© Nomura | STRICTLY PRIVATE AND CONFIDENTIAL

Politics (1):The “Prime Minister premium” has 

skyrocketed under the Takaichi administration

◼ The “Prime Minister premium”  can be used as an index to gauge the sustainability of an administration (premium = Cabinet approval rate - 

approval rate of the largest ruling party) 

⇒ Following the Hashimoto Cabinet in the late 1990s, a turn to a negative premium has often signaled the end of that Cabinet

(Excepting cases such as PMs Obuchi, Koizumi, and Abe, who left office due to unusual circumstances)

Note: The “Prime Minister premium” refers to the gap in approval rates between the Prime Minister’s Cabinet and the largest ruling party (the Liberal Democratic Party in the case of a Liberal Democratic Party Cabinet, 

and the former Democratic Party of Japan in the case of a Democratic Party of Japan Cabinet)

Source: May 2024 Public Opinion Poll by The Nikkei, Nomura Securities

The Prime Minister premium of the Takaichi administration has reached the same heights as the early years of the Koizumi administration

Prime minister premium (= cabinet approval ratio - ruling party approval ratio)
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Politics (2): 

Lower house dissolution never before June since 1992

◼ The opening of the ordinary Diet session was shifted to January in 1992. The lower house has never been dissolved before June since that 

year. 

◼ Should PM Takaichi dissolve the lower house in April 2026, i.e., after the FY26 initial budget passes the Diet, it will be a rare case. 

Note: 1. The Public Offices Election Act requires that general elections (elections for the House of Representatives, 

or the lower house) following the expiration of the term be held (1) within 30 days prior to the expiration of the 

term or (2) at least 24 days after but within 30 days from the closing of the Diet session if the date specified in 

(1) falls on the period of the Diet session or within 23 days from the closing thereof and that general elections 

in the case of the dissolution of the House be held within 40 days from the dissolution.

 2. The Public Offices Election Act requires that regular elections (elections for the House of Councillors) be 

held (1) within 30 days prior to the expiration of the term or (2) at least 24 days after but within 30 days from 

the closing of the Diet session if the date specified in (1) falls on the period of the Diet session or within 23 days 

from the closing thereof. 

Source: House of Representatives, House of Councillors, Liberal Democratic Party, Nomura

Source: House of Representatives, Nomura

A snap election held within 40days after lower house dissolution Lower house dissolution never before June since 1992

Elections for the House of Representatives

(Lower House)

Elections for the House 

of Councillors

(Upper House)

Dissolution Expiration of the term Expiration of the term

Dissoluition

Public 

announcement

General 

election

W
it
h
in

 4
0
 d

a
y
s

A
t 
le

a
s
t 

1
2
 d

a
y
s

Public 

announcement

General

election

A
t 
le

a
s
t

1
2
 d

a
y
s

Expiration of 

term

(4 years)

W
it
h
in

 3
0
 d

a
y
s
 

p
ri
o

r 
to

 e
x
p
ir
a
ti
o

n
 o

f 
te

rm

Public 

announcement

Regular election

(every 3 years 

alternately)

A
t 
le

a
s
t

1
7
 d

a
y
s

Expiration of 

term

(6 years)

W
it
h
in

 3
0
 d

a
y
s

p
ri
o

r 
to

 e
x
p
ir
a
ti
o

n
 o

f 
te

rm

Lower house dissolution

(1940s～1991)

Ordinary Diet session

Ordinary Diet sessions held from 

late December to late May

(times)

Lower house dissolution

(1992 - )

Ordinary Diet sessions run 

from January to June

(times)

Ordinary Diet session

Ordinary Diet session



25© Nomura | STRICTLY PRIVATE AND CONFIDENTIAL

Author Biography

Kyohei Morita
Chief Economist

As Nomura’s Chief Economist, Kyohei Morita analyzes macroeconomic trends across countries and 

regions, and financial markets across asset classes, to predict what lies ahead for Japan’s economy. He is 

particularly well-versed in monetary policy, having written on the subject for his doctoral thesis; he received 

his PhD in Economics from Kyushu University in 2018.

Since joining Nomura Research Institute in 1994, he has been engaged in macroeconomic analysis and 

forecasting. He was at the UK head office of Nomura Research Institute Europe from 2001 to 2004, 

providing in-depth analysis and forecasts of the Japanese economy for Japanese equities investors in the 

UK, continental Europe, and the Middle East. During this period, he had opportunities to visit some 500 

investors each year. Over the next 14 years, he served as Chief Economist at Barclays Securities (2008-

2017) and Credit Agricole (2017-2022). He became Chief Economist at Nomura Securities in 2022.

After graduating from Kyushu University School of Economics in 1994, Kyohei continued his studies at the 

Graduate School of Brown University from 1998-2000, earning a Master’s Degree in Economics. As non-

traditional monetary policy came to be adopted around the world, he began work on a doctoral thesis to 

deepen his understanding of the theoretical and historical underpinnings, culminating in “A Consideration of 

Monetary Policies Under Low Natural Interest Rates.” He received his doctoral degree in economics from 

Kyushu University in 2018.

As an economist, Kyohei focuses on (1) data analysis that is detailed but easy to understand, (2) 

generating global, rather than local, economic scenarios, and  (3) central bank watching based on 

meticulous data analysis. Institutional investors have appreciated his insights: thanks to their votes, Kyohei 

placed second among economists ranked by Nikkei Veritas in 2024.

Kyohei has also contributed to books on economic issues: Asset Formation in an Age of Population 

Decline (Toyo Keizai, 2005) and Modern Financial Theory, new ed. (Yuhikaku, 2016). He is a frequent 

guest on the TV Tokyo program, News Morning Satellite, and contributes regularly to Deep Dive into 

Market Topics by Top Economic Analysts on Diamond Online



26© Nomura | STRICTLY PRIVATE AND CONFIDENTIAL

Appendix A-1

This report has been produced by Nomura Securities Co., Ltd. (NSC), Japan.

See Disclaimers for Nomura Group entity details.

Analyst Certification
I, Kyohei Morita , hereby certify (1) that the views expressed in this Research report accurately reflect my personal views about any or all of the subject securities or issuers referred to in this Research report, 

(2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this Research report and (3) no part of my compensation is tied to any 

specific investment banking transactions performed by Nomura Securities International, Inc., Nomura International plc or any other Nomura Group company.

Important Disclosures
Online availability of research and conflict-of-interest disclosures
Nomura Group research is available on www.nomuranow.com/research, Bloomberg, Capital IQ, Factset, LSEG.

Important disclosures may be read at http://go.nomuranow.com/research/m/Disclosures or requested from Nomura Securities International, Inc. If you have any difficulties with the website, please email 

grpsupport@nomura.com for help.

The analysts responsible for preparing this report have received compensation based upon various factors including the firm's total revenues, a portion of which is generated by Investment Banking activities. 

Unless otherwise noted, the non-US analysts listed at the front of this report are not registered/qualified as research analysts under FINRA rules, may not be associated persons of NSI, and may not be 

subject to FINRA Rule 2241 restrictions on communications with covered companies, public appearances, and trading securities held by a research analyst account.

Nomura Global Financial Products Inc. (NGFP) Nomura Derivative Products Inc. (NDP) and Nomura International plc. (NIplc) are registered with the Commodities Futures Trading Commission and the 

National Futures Association (NFA) as swap dealers. NGFP, NDPI, and NIplc are generally engaged in the trading of swaps and other derivative products, any of which may be the subject of this report.

Disclaimers
This publication contains material that has been prepared by the Nomura Group entity identified on page 1 and, if applicable, with the contributions of one or more Nomura Group entities whose employees 

and their respective affiliations are specified on page 1 or identified elsewhere in this publication. The term "Nomura Group" used herein refers to Nomura Holdings, Inc. and its affiliates and subsidiaries 

including: (a) Nomura Securities Co., Ltd. ('NSC') Tokyo, Japan, (b) Nomura Financial Products Europe GmbH (‘NFPE’), Germany, (c) Nomura International plc ('NIplc'), UK, (d) Nomura Securities 

International, Inc. ('NSI'), New York, US, (e) Nomura International (Hong Kong) Ltd. (‘NIHK’), Hong Kong, (f) Nomura Financial Investment (Korea) Co., Ltd. (‘NFIK’), Korea (Information on Nomura analysts 

registered with the Korea Financial Investment Association ('KOFIA') can be found on the KOFIA Intranet at http://dis.kofia.or.kr, (g) Nomura Singapore Ltd. (‘NSL’), Singapore (Registration number 

197201440E, regulated by the Monetary Authority of Singapore) (h) Nomura Australia Ltd. (‘NAL’), Australia (ABN 48 003 032 513), regulated by the Australian Securities and Investment Commission ('ASIC') 

and holder of an Australian financial services licence number 246412, (i) Nomura Securities Malaysia Sdn. Bhd. (‘NSM’), Malaysia, (j) NIHK, Taipei Branch (‘NITB’), Taiwan, (k) Nomura Financial Advisory and 

Securities (India) Private Limited (‘NFASL’), Mumbai, India (Registered Address: Ceejay House, Level 11, Plot F, Shivsagar Estate, Dr. Annie Besant Road, Worli, Mumbai- 400 018, India; Tel: 91 22 4037 

4037, Fax: 91 22 4037 4111; CIN No: U74140MH2007PTC169116, SEBI Registration No. for Stock Broking activities : INZ000255633; SEBI Registration No. for Merchant Banking : INM000011419; SEBI 

Registration No. for Research: INH000001014 - Compliance Officer: Ms. Pratiksha Tondwalkar, 91 22 40374904, grievance email: investorgrievancesra@nomura.com Webpage: LINK

For reports with respect to Indian public companies or authored by India-based NFASL research analysts: (i) Investment in securities markets is subject to market risks. 

Read all the related documents carefully before investing. (ii) Registration granted by SEBI, and certification from NISM in no way guarantee performance of the 

intermediary or provide any assurance of returns to investors. (iii) NFASL terms and conditions for availing research services is disclosed on NFASL webpage.
(l) Nomura Fiduciary Research & Consulting Co., Ltd. ('NFRC') Tokyo, Japan. (m) Nomura Orient International Securities Co., Ltd (“NOI”), is a majority owned joint venture amongst Nomura Group, Orient 

International (Holding) Co., Ltd, and Shanghai Huangpu Investment Holding (Group) Co., Ltd. In accordance with the laws of the People’s Republic of China (“PRC”, excluding Hong Kong, Macau and Taiwan, 

for the purpose of this document), NOI is licensed in the PRC to provide securities research and investment recommendations and it operates independently from the other members of the Nomura Group; in 

particular, NOI’s interests in PRC securities are not disclosed to, or aggregated with the holdings of, any other Nomura Group entities and the interests in PRC securities of other Nomura Group entities are 

not disclosed to, or aggregated with the holdings of, NOI. An individual name printed next to NOI on the front page of a research report indicates that individual is employed by NOI to provide research 

assistance to NIHK under a research partnership agreement. ‘NSFSPL’ next to an employee’s name on the front page of a research report indicates that the individual is employed by Nomura Structured 

Finance Services Private Limited to provide assistance to certain Nomura entities under inter-company agreements. 'Verdhana' next to an individual's name on the front page of a research report indicates 

that the individual is employed by PT Verdhana Sekuritas Indonesia ('Verdhana') to provide research assistance to NIHK under a research partnership agreement and neither Verdhana nor such individual is 

licensed outside of Indonesia.

http://www.nomuranow.com/research
http://go.nomuranow.com/research/m/Disclosures
mailto:grpsupport@nomura.com
http://dis.kofia.or.kr/
mailto:investorgrievancesra@nomura.com
https://www.nomuraholdings.com/en/company/group/asia/research_analysts.html


27© Nomura | STRICTLY PRIVATE AND CONFIDENTIAL

THIS MATERIAL IS: (I) FOR YOUR PRIVATE INFORMATION, AND WE ARE NOT SOLICITING ANY ACTION BASED UPON IT; (II) NOT TO BE CONSTRUED AS AN OFFER TO SELL OR A 

SOLICITATION OF AN OFFER TO BUY ANY SECURITIES IN ANY JURISDICTION WHERE SUCH OFFER OR SOLICITATION WOULD BE ILLEGAL; AND (III) OTHER THAN DISCLOSURES RELATING 

TO THE NOMURA GROUP, BASED UPON INFORMATION FROM SOURCES THAT WE CONSIDER RELIABLE, BUT HAS NOT BEEN INDEPENDENTLY VERIFIED BY NOMURA GROUP.

Other than disclosures relating to the Nomura Group, the Nomura Group does not warrant, represent or undertake, express or implied, that the document is fair, accurate, complete, correct, reliable or fit for 

any particular purpose or merchantable, and to the maximum extent permissible by law and/or regulation, does not accept liability (in negligence or otherwise, and in whole or in part) for any act (or decision 

not to act) resulting from use of this document and related data. To the maximum extent permissible by law and/or regulation, all warranties and other assurances by the Nomura Group are hereby excluded 

and the Nomura Group shall have no liability (in negligence or otherwise, and in whole or in part) for any loss howsoever arising from the use, misuse, or distribution of this material or the information 

contained in this material or otherwise arising in connection therewith.

Opinions or estimates expressed are current opinions as of the original publication date appearing on this material and the information, including the opinions and estimates contained herein, are subject to 

change without notice. The Nomura Group, however, expressly disclaims any obligation, and therefore is under no duty, to update or revise this document. Any comments or statements made herein are 

those of the author(s) and may differ from views held by other parties within Nomura Group. Clients should consider whether any advice or recommendation in this report is suitable for their particular 

circumstances and, if appropriate, seek professional advice, including tax advice. The Nomura Group does not provide tax advice.

The Nomura Group, and/or its officers, directors, employees and affiliates, may, to the extent permitted by applicable law and/or regulation, deal as principal, agent, or otherwise, or have long or short 

positions in, or buy or sell, the securities, commodities or instruments, or options or other derivative instruments based thereon, of issuers or securities mentioned herein. The Nomura Group companies may 

also act as market maker or liquidity provider (within the meaning of applicable regulations in the UK) in the financial instruments of the issuer. Where the activity of market maker is carried out in accordance 

with the definition given to it by specific laws and regulations of the US or other jurisdictions, this will be separately disclosed within the specific issuer disclosures.

This document may contain information obtained from third parties, including, but not limited to, ratings from credit ratings agencies such as Standard & Poor’s. The Nomura Group hereby expressly disclaims 

all representations, warranties or undertakings of originality, fairness, accuracy, completeness, correctness, merchantability or fitness for a particular purpose with respect to any of the information obtained 

from third parties contained in this material or otherwise arising in connection therewith, and shall not be liable (in negligence or otherwise, and in whole or in part) for any direct, indirect, incidental, exemplary, 

compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use or misuse of any of the 

information obtained from third parties contained in this material or otherwise arising in connection therewith. Reproduction and distribution of third-party content in any form is prohibited except with the prior 

written permission of the related third-party. Third-party content providers do not, express or implied, guarantee the fairness, accuracy, completeness, correctness, timeliness or availability of any information, 

including ratings, and are not in any way responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use or misuse of such content. Third-

party content providers give no express or implied warranties, including, but not limited to, any warranties of merchantability or fitness for a particular purpose or use. Third-party content providers shall not be 

liable (in negligence or otherwise, and in whole or in part) for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses 

(including lost income or profits and opportunity costs) in connection with any use or misuse of their content, including ratings. Credit ratings are statements of opinions and are not statements of fact or 

recommendations to purchase hold or sell securities. They do not address the suitability of securities or the suitability of securities for investment purposes, and should not be relied on as investment advice.

Any MSCI sourced information in this document is the exclusive property of MSCI Inc. (‘MSCI’). Without prior written permission of MSCI, this information and any other MSCI intellectual property may not be 

duplicated, reproduced, re-disseminated, redistributed or used, in whole or in part, for any purpose whatsoever, including creating any financial products and any indices. This information is provided on an 

"as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly 

disclaim all representations, warranties or undertakings of originality, fairness, accuracy, completeness, correctness, merchantability or fitness for a particular purpose with respect to any of this material or the 

information contained in this material or otherwise arising in connection therewith. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, 

computing or compiling the information have any liability (in negligence or otherwise, and in whole or in part) for any damages of any kind. MSCI and the MSCI indexes are services marks of MSCI and its 

affiliates.

The intellectual property rights and any other rights, in Russell/Nomura Japan Equity Index belong to Nomura Fiduciary Research & Consulting Co., Ltd. ("NFRC") and FTSE Russell ("Russell"). NFRC and 

Russell do not guarantee fairness, accuracy, completeness, correctness, reliability, usefulness, marketability, merchantability or fitness of the Index, and do not account for business activities or services that 

any index user and/or its affiliates undertakes with the use of the Index.

Investors should consider this document as only a single factor in making their investment decision and, as such, the report should not be viewed as identifying or suggesting all risks, direct or indirect, that 

may be associated with any investment decision. Nomura Group produces a number of different types of research product including, among others, fundamental analysis and quantitative analysis; 

recommendations contained in one type of research product may differ from recommendations contained in other types of research product, whether as a result of differing time horizons, methodologies or 

otherwise. The Nomura Group publishes research product in a number of different ways including the posting of product on the Nomura Group portals and/or distribution directly to clients. Different groups of 

clients may receive different products and services from the research department depending on their individual requirements.



28© Nomura | STRICTLY PRIVATE AND CONFIDENTIAL

Figures presented herein may refer to past performance or simulations based on past performance which are not reliable indicators of future or likely performance. Where the information contains an 

expectation, projection or indication of future performance and business prospects, such forecasts may not be a reliable indicator of future or likely performance. Moreover, simulations are based on models 

and simplifying assumptions which may oversimplify and not reflect the future distribution of returns. Any figure, strategy or index created and published for illustrative purposes within this document is not 

intended for “use” as a “benchmark” as defined by the European Benchmark Regulation.

Certain securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of, or income derived from, the investment.

With respect to Fixed Income Research: Recommendations fall into two categories: tactical, which typically last up to three months; or strategic, which typically last from 6-12 months. However, trade 

recommendations may be reviewed at any time as circumstances change. ‘Stop loss’ levels for trades are also provided; which, if hit, closes the trade recommendation automatically. Prices and yields shown 

in recommendations are taken at the time of submission for publication and are based on either indicative Bloomberg, LSEG or Nomura prices and yields at that time. The prices and yields shown are not 

necessarily those at which the trade recommendation can be implemented.

The securities described herein may not have been registered under the US Securities Act of 1933 (the ‘1933 Act’), and, in such case, may not be offered or sold in the US or to US persons unless they have 

been registered under the 1933 Act, or except in compliance with an exemption from the registration requirements of the 1933 Act. Unless governing law permits otherwise, any transaction should be 

executed via a Nomura entity in your home jurisdiction.

This document has been approved for distribution in the UK as investment research by NIplc. NIplc is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and 

the Prudential Regulation Authority. NIplc is a member of the London Stock Exchange. This document does not constitute a personal recommendation within the meaning of applicable regulations in the UK, 

or take into account the particular investment objectives, financial situations, or needs of individual investors. This document is intended only for investors who are 'eligible counterparties' or 'professional 

clients' for the purposes of applicable regulations in the UK, and may not, therefore, be redistributed to persons who are 'retail clients' for such purposes.

This document has been approved for distribution in the European Economic Area as investment research by Nomura Financial Products Europe GmbH (“NFPE”). NFPE is a company organized as a limited 

liability company under German law registered in the Commercial Register of the Court of Frankfurt/Main under HRB 110223. NFPE is authorized and regulated by the German Federal Financial Supervisory 

Authority (BaFin).

This document has been approved by NIHK, which is regulated by the Hong Kong Securities and Futures Commission, for distribution in Hong Kong by NIHK. This document is intended only for investors 

who are 'professional investors' for the purposes of applicable regulations in Hong Kong and may not, therefore, be redistributed to persons who are not 'professional investors' for such purposes.

This document has been approved for distribution in Australia by NAL, which is authorized and regulated in Australia by the ASIC.

This document has also been approved for distribution in Malaysia by NSM.

In Singapore, this document has been distributed by NSL, an exempt financial adviser as defined under the Financial Advisers Act (Chapter 110), among other things, and regulated by the Monetary Authority 

of Singapore. NSL may distribute this document produced by its foreign affiliates pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. This document is intended for 

accredited, expert or institutional investors as defined by the Securities and Futures Act (Chapter 289). Where the recipient of this document is not an accredited, expert or institutional investor, NSL accepts 

legal responsibility for the contents of this document in respect of such recipient only to the extent required by law. Recipients of this document in Singapore should contact NSL in respect of matters arising 

from, or in connection with, this document. THIS DOCUMENT IS INTENDED FOR GENERAL CIRCULATION. IT DOES NOT TAKE INTO ACCOUNT THE SPECIFIC INVESTMENT OBJECTIVES, 

FINANCIAL SITUATION OR PARTICULAR NEEDS OF ANY PARTICULAR PERSON. RECIPIENTS SHOULD TAKE INTO ACCOUNT THEIR SPECIFIC INVESTMENT OBJECTIVES, FINANCIAL 

SITUATION OR PARTICULAR NEEDS BEFORE MAKING A COMMITMENT TO PURCHASE ANY SECURITIES, INCLUDING SEEKING ADVICE FROM AN INDEPENDENT FINANCIAL ADVISER 

REGARDING THE SUITABILITY OF THE INVESTMENT, UNDER A SEPARATE ENGAGEMENT, AS THE RECIPIENT DEEMS FIT.

Unless prohibited by the provisions of Regulation S of the 1933 Act, this material is distributed in the US, by NSI, a US-registered broker-dealer, which accepts responsibility for its contents in accordance with 

the provisions of Rule 15a-6, under the US Securities Exchange Act of 1934. The entity that prepared this document permits its separately operated affiliates within the Nomura Group to make copies of such 

documents available to their clients.

This document has not been approved for distribution to persons other than ‘Authorised Persons’, ‘Exempt Persons’ or ‘Institutions’ (as defined by the Capital Markets Authority) in the Kingdom of Saudi 

Arabia (‘Saudi Arabia’) or a ’Market Counterparty’ or a 'Professional Client' (as defined by the Dubai Financial Services Authority) in the United Arab Emirates (‘UAE’) or a ‘Market Counterparty’ or a ‘Business 

Customer’ (as defined by the Qatar Financial Centre Regulatory Authority) in the State of Qatar (‘Qatar’) by Nomura Saudi Arabia, NIplc or any other member of the Nomura Group, as the case may be. 

Neither this document nor any copy thereof may be taken or transmitted or distributed, directly or indirectly, by any person other than those authorised to do so into Saudi Arabia or in the UAE or in Qatar or to 

any person other than ‘Authorised Persons’, ‘Exempt Persons’ or ‘Institutions’ located in Saudi Arabia or a ’Market Counterparty’ or a 'Professional Client' in the UAE or a ‘Market Counterparty’ or a ‘Business 

Customer’ in Qatar. Any failure to comply with these restrictions may constitute a violation of the laws of the UAE or Saudi Arabia or Qatar.



29© Nomura | STRICTLY PRIVATE AND CONFIDENTIAL

For report with reference of TAIWAN public companies or authored by Taiwan based research analyst:

THIS DOCUMENT IS SOLELY FOR REFERENCE ONLY. You should independently evaluate the investment risks and are solely responsible for your investment decisions. NO PORTION OF THE REPORT 

MAY BE REPRODUCED OR QUOTED BY THE PRESS OR ANY OTHER PERSON WITHOUT WRITTEN AUTHORIZATION FROM NOMURA GROUP. Pursuant to Operational Regulations Governing 

Securities Firms Recommending Trades in Securities to Customers and/or other applicable laws or regulations in Taiwan, you are prohibited to provide the reports to others (including but not limited to related 

parties, affiliated companies and any other third parties) or engage in any activities in connection with the reports which may involve conflicts of interests. INFORMATION ON SECURITIES / INSTRUMENTS 

NOT EXECUTABLE BY NOMURA INTERNATIONAL (HONG KONG) LTD., TAIPEI BRANCH IS FOR INFORMATIONAL PURPOSES ONLY AND IS NOT BE CONSTRUED AS A RECOMMENDATION OR A 

SOLICITATION TO TRADE IN SUCH SECURITIES / INSTRUMENTS.

This material may not be distributed in Indonesia or passed on within the territory of the Republic of Indonesia or to persons who are Indonesian citizens (wherever they are domiciled or located) or entities of 

or residents in Indonesia in a manner which constitutes a public offering under the laws of the Republic of Indonesia. The securities mentioned in this document may not be offered or sold in Indonesia or to 

persons who are citizens of Indonesia (wherever they are domiciled or located) or entities of or residents in Indonesia in a manner which constitutes a public offering under the laws of the Republic of 

Indonesia.

An individual name printed next to NOI on the front page of a research report indicates that this document is a translation of a research report issued by NOI in the PRC. In all other cases, this document is 

prepared by Nomura Group or its subsidiary or affiliate (collectively, “Offshore Issuers”) that is not licensed in the PRC to provide securities research. This research report is not approved or intended to be 

circulated in the PRC. The A-share related analysis (if any) is not produced for any persons located or incorporated in the PRC. The recipients should not rely on any information contained in this research 

report in making investment decisions and Offshore Issuers take no responsibility in this regard.

NO PART OF THIS MATERIAL MAY BE (I) COPIED, PHOTOCOPIED, REPRODUCED OR DUPLICATED IN ANY FORM, BY ANY MEANS; OR (II) REDISSEMINATED, REPUBLISHED OR 

REDISTRIBUTED WITHOUT THE PRIOR WRITTEN CONSENT OF A MEMBER OF THE NOMURA GROUP. If this document has been distributed by electronic transmission, such as e-mail, then such 

transmission cannot be guaranteed to be secure or error-free as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not 

accept liability (in negligence or otherwise, and in whole or in part) for any errors or omissions in the contents of this document, which may arise as a result of electronic transmission. If verification is required, 

please request a hard-copy version.

Disclaimers required in Japan
Credit ratings in the text that are marked with an asterisk (*) are issued by a rating agency not registered under Japan’s Financial Instruments and Exchange Act (“Unregistered Ratings”). For details on 

Unregistered Ratings, please contact the Research Production Operation Dept. of Nomura Securities Co., Ltd.

Investors in the financial products offered by Nomura Securities may incur fees and commissions specific to those products (for example, transactions involving Japanese equities are subject to a sales 

commission (all figures on a tax-inclusive basis) of up to 1.43% of the transaction amount or a commission of ¥2,860 for transactions of ¥200,000 or less, while transactions involving investment trusts are 

subject to various fees, such as commissions at the time of purchase and asset management fees, such as commissions at the time of purchase and asset management fees (trust fees), specific to each 

investment trust).

In addition, all products carry the risk of losses owing to price fluctuations or other factors. Fees and risks vary by product. Please thoroughly read the written materials provided, such as documents delivered 

before making a contract, listed securities documents, or prospectuses.

Nomura Securities Co., Ltd.
Financial instruments firm registered with the Kanto Local Finance Bureau (registration No. 142)

Member associations: Japan Securities Dealers Association; Japan Investment Advisers Association; The Financial Futures Association of Japan; and Type II Financial Instruments Firms Association.

The Nomura Group manages conflicts with respect to the production of research through its compliance policies and procedures (including, but not limited to, Conflicts of Interest, Chinese Wall and 

Confidentiality policies) as well as through the maintenance of Chinese Walls and employee training.

Additional information regarding the methodologies or models used in the production of any investment recommendations contained within this document is available upon request by 

contacting the Research Analysts of Nomura listed on the front page. Disclosures information is available upon request and disclosure information is available at the Nomura Disclosure web 

page: http://go.nomuranow.com/research/m/Disclosures

Copyright © 2025 Nomura Securities Co., Ltd. All rights reserved.

Disclosures as of 06-Oct-2025.

http://go.nomuranow.com/research/m/Disclosures


30© Nomura | STRICTLY PRIVATE AND CONFIDENTIAL


	スライド 0: Japan in the World
	スライド 1: The Japanese economy: Heading into 2026
	スライド 2: Japan’s economy:  Recovery will slow without falling into a recession; core CPI to fall under 2% in 2026
	スライド 3: Japan’s economy: 'Three types of hikes' leading to an increase in revenue of all the four macroeconomic entities
	スライド 4: Inflation: Japan’s CPI has a higher weighting towards food
	スライド 5: Capex: Reduced labor dependence leading to improved labor productivity
	スライド 6: Wages (1): Synchronized wage hikes are emerging as a trend
	スライド 7: Wages (2):  Key events to watch ahead of 2026 shunto
	スライド 8: Wages (3):  Base pay growth likely to be above 3% in 2026 and 2027
	スライド 9: Wages and prices:  Four channels comprising interconnectivity between wages and prices
	スライド 10: Inflation (1):  Inflation excluding food and energy not above 2%
	スライド 11: Inflation (2): Underlying inflation to edge up
	スライド 12: Inflation (3): 2026 CPI forecasts clearly show effects of policy measures
	スライド 13: Inflation (4): Rice prices look likely to settle down early in 2026
	スライド 14: Inflation (5): Core CPI inflation likely to fall below 2% in 2026, and come closer to 2% in 2027
	スライド 15: BOJ (1): We forecast a pause in rate hikes in 2026, followed by additional hikes in January and July of 2027
	スライド 16: BOJ (2):  Risks to our forecasts
	スライド 17: BOJ (3): Monetary policy under the Takaichi administration and changes in BOJ policy board members
	スライド 18: BOJ (4): Real policy rate will likely approach r* in 2027
	スライド 19: Fiscal policy (1): The general election holds the key to the Takaichi administration’s fiscal policy
	スライド 20: Fiscal policy (2):  Large economic packages adopted even under inflation
	スライド 21: Fiscal policy (3):  Japan’s output gap is already almost zero
	スライド 22: Fiscal policy (4): Will nonfinancial corporations move from a position of excess savings to a savings shortfall?
	スライド 23: Politics (1):The “Prime Minister premium” has skyrocketed under the Takaichi administration
	スライド 24: Politics (2):  Lower house dissolution never before June since 1992
	スライド 25: Author Biography
	スライド 26: Appendix A-1
	スライド 27
	スライド 28
	スライド 29
	スライド 30

