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Japan:  deepening contraction of wages due to the 
fall in bonuses (average remuneration, variation in 

annual remuneration over a rolling year, %)
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 Japan  

SHARP CONTRACTION EXPECTED IN HOUSEHOLD 
CONSUMPTION   
The downgrading in the outlook for activity is on hold, thanks to 
support from exports, which increased by 2.8% in December, still 
fuelled by Asia and particularly China. However, under the impact of 
domestic demand, production should continue to slow down over 
the next two months, with the rate of monthly growth falling from 
2% in January to nearly zero in March.

Corporate investment should continue its sharp bearish trend: 
companies continue to be affected by significant overcapacities and 
considerable deflationary pressure: they are reducing prices despite 
the rise in prices of commodities. However, the outlook for household 
consumption is the most worrying. After a slight slowdown in the 
4th quarter, a contraction in consumption is expected. It would be 
the result of a very clear reduction in purchasing power from -2% 
to -4% over one year, due to the 6% collapse in bonuses over one 
year. It is also due to the increased lack of job security: the number 
of regular employees has continued to fall and offsets the rise in 
temporary jobs. Under these conditions, deflationary 
pressures should continue.

Laurent Berrebi,
Chief Economist
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