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Japan: main points of policy outlook  
 Driven by a phase of global cyclical economic recovery and the 

expansion of domestic demand through the Takaichi administration’s 
PPP strategic investment initiatives, a rising capex cycle would take the 
lead, putting downward pressure on the corporate savings rate. The 2026 
Honebuto would mark the beginning of a shift toward proactive fiscal 
policy focused on strategic investment, particularly through new 
investment frameworks. Core inflation (ex fresh food and energy) 
temporarily decelerates due to slow recovery in domestic demand, but 
then re-accelerates towards the 2% target. By 2027, domestic demand 
expands strongly, supported by an upside in capex cycle and rising real 
wages. By 2028, recovery in domestic demand is expected to accelerate, 
the corporate savings rate to return to its normal negative territory and 
potential growth to exceed its trend – marking a complete escape from 
structural economic stagnation. 

 The BoJ is assigned a dual mandate of “strong economic growth” and 
“stable price increases”, resulting in a gradual pace of rate hikes. 
Maintaining low real interest rates promotes economic activity. The 
Honebuto outline signals a major shift in economic policy; combined 
with a consumption tax cut, the Takaichi administration’s strategy of 
expanding strategic investment and pursuing a high-pressure economy 
has become more clearly defined. By 2028, the corporate savings rate is 
expected to return to negative territory, and the real policy rate would 
move out of negative ground relative to the inflation target. The 
prospects for Japan’s economic revival are increasingly bright, with the 
terminal rate projected to reach 2.50% in 2029 (revised up from 2.25%). 

 Backed by a landslide victory in the Lower House election, the Takaichi 
administration implemented a major shift in economic and fiscal policy 
through the Honebuto framework. The administration commits to 
sustained expansion of the economic scale under a “high-pressure 
economy” approach, combining proactive fiscal policy, accommodative 
monetary policy and public-private strategic investment until the output 
gap becomes sufficiently positive. Rising corporate spending drives 
down the corporate savings rate, and together with proactive fiscal 
expansion, restores net domestic fund demand that had effectively 
disappeared – providing the momentum for a complete exit from 
structural economic stagnation. Household burdens until real wages rise 
will be mitigated through fiscal support measures such as a VAT 
reduction. 

 Against a backdrop of global slowdown and heightened geopolitical 
risks, insufficient policy support and a breakdown in the credit and 
capital expenditure cycles would weaken domestic demand, push the 
corporate savings rate higher and risk a return to structural stagnation. 
Premature rate hikes by the Bank of Japan could further delay the 
recovery in employment, wages and consumption. A collapse in the 
capital expenditure cycle would knock Japan out of the global strategic 
investment race, eroding future productive capacity and leaving JPY 
depreciation and rising interest rates unchecked. Sustaining the capital 
expenditure cycle while cushioning JPY weakness through currency 
intervention and stimulus measures is therefore essential. 
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1. Driven by a phase of global cyclical economic recovery and the expansion 
of domestic demand through the Takaichi administration’s PPP strategic 
investment initiatives, a rising capex cycle would take the lead, putting 
downward pressure on the corporate savings rate. The 2026 Honebuto 
would mark the beginning of a shift toward proactive fiscal policy focused 
on strategic investment, particularly through new investment frameworks. 
Core inflation (ex fresh food and energy) temporarily decelerates due to 
slow recovery in domestic demand, but then re-accelerates towards the 
2% target. By 2027, domestic demand expands strongly, supported by an 
upside in capex cycle and rising real wages. By 2028, recovery in domestic 
demand is expected to accelerate, the corporate savings rate to return to 
its normal negative territory and potential growth to exceed its trend – 
marking a complete escape from structural economic stagnation. 

Real GDP and CPI forecasts by BoJ and CACIB  
 

 

 
Source: BoJ, Crédit Agricole CIB 

 

2. The BoJ is assigned a dual mandate of “strong economic growth” and 
“stable price increases”, resulting in a gradual pace of rate hikes. 
Maintaining low real interest rates promotes economic activity. The 
Honebuto outline signals a major shift in economic policy; combined with 
a consumption tax cut, the Takaichi administration’s strategy of expanding 
strategic investment and pursuing a high-pressure economy has become 
more clearly defined. By 2028, the corporate savings rate is expected to 
return to negative territory, and the real policy rate would move out of 
negative ground relative to the inflation target. The prospects for Japan’s 
economic revival are increasingly bright, with the terminal rate projected to 
reach 2.50% in 2029 (revised up from 2.25%). 

 

CPI
(ex fresh food and energy)

FY26 +0.6 +2.5 +2.5

FY27 +0.8 +2.4 +2.6

FY28 +0.8 +2.0 +2.2
Units: yoy%

BoJ Real GDP CPI
(ex fresh food)

CPI
(ex fresh food and energy)

FY26 +0.7 (+0.8) +1.8 (+1.7) +1.8 (+2.0)

FY27 +1.1 (+0.8) +0.4 (+0.8) +0.7 (+0.9)

FY28 +1.6 (+1.6) +2.1 (+1.7) +2.1 (+1.8)
*parenthesis denote CY forecast; Units: yoy%

CPI
(ex fresh food)

CACIB Real GDP
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BoJ policy rate 

 
Source: MIAC, BoJ, Crédit Agricole CIB 

 
3. Backed by a landslide victory in the Lower House election, the Takaichi 

administration implemented a major shift in economic and fiscal policy through 
the Honebuto framework. The administration commits to sustained expansion 
of the economic scale under a “high-pressure economy” approach, combining 
proactive fiscal policy, accommodative monetary policy and public-private 
strategic investment until the output gap becomes sufficiently positive. Rising 
corporate spending drives down the corporate savings rate, and together with 
proactive fiscal expansion, restores net domestic fund demand that had 
effectively disappeared – providing the momentum for a complete exit from 
structural economic stagnation. Household burdens until real wages rise will 
be mitigated through fiscal support measures such as a VAT reduction. 

 

Government’s economic policy 

 
Source: Crédit Agricole CIB 

 

4. Against a backdrop of global slowdown and heightened geopolitical risks, 
insufficient policy support and a breakdown in the credit & capital expenditure 
cycles would weaken domestic demand, push the corporate savings rate 
higher and risk a return to structural stagnation. Premature rate hikes by the 
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Bank of Japan could further delay the recovery in employment, wages and 
consumption. A collapse in the capital expenditure cycle would knock Japan 
out of the global strategic investment race, eroding future productive capacity 
and leaving JPY depreciation and rising interest rates unchecked. Sustaining 
the capital expenditure cycle while cushioning JPY weakness through 
currency intervention and stimulus measures is therefore essential. 

 

Japan’s credit cycle and the unemployment rate 

 
Source: BoJ, MIAC, Crédit Agricole CIB 

Note: The content is a personal opinion and does not necessarily reflect the 
government's view. 

 

  

T
hi

s 
do

cu
m

en
t s

ho
ul

d 
no

t b
e 

us
ed

 b
y 

a 
no

n 
le

gi
tim

at
e 

re
ci

pi
en

t.



Economics Focus 26 August 2026 (12:43 JST) 

 
5 

Macro Research advanced tools  
 

With Red Mount Analytics, we are setting a new standard for market intelligence 

 

Source: RMA by Crédit Agricole CIB 
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Red Mount Analytics  
 

Complex markets require the most advanced and powerful tools… 

 
Source: RMA by Crédit Agricole CIB 

 
Our new interactive data website features: 
 25bn data points 
 over 4,500 interactive charts 
 over 1,000 proprietary models 
 over 250 use cases 
 over 150 thematic reports 

 9 product classes (eg, EM, FX, Sustainable, Credit) 
 6 categories (eg, flows, fundamentals, RV) 
 90% exclusive content 
 AI modelling  
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The views expressed in this report accurately reflect the personal views of the undersigned analyst(s). In addition, the undersigned analyst(s) has not 
and will not receive any compensation for providing a specific recommendation or view in this report. 
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Important: Please note that in the United States, this fixed income research report is considered to be fixed income commentary and not fixed income 
research. Notwithstanding this, the Crédit Agricole CIB Research Disclaimer that can be found at the end of this report applies to this report in the 
United States as if references to research report were to fixed income commentary. Products and services are provided in the United States through 
Crédit Agricole Securities (USA), Inc. 
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Disclaimer 
© 2026, CRÉDIT AGRICOLE CORPORATE AND INVESTMENT BANK All rights reserved. 
This research report or summary has been prepared by Crédit Agricole Corporate and Investment Bank or one of its affiliates (collectively “Crédit Agricole CIB”) 
from information believed to be reliable. Such information has not been independently verified and no guarantee, representation or warranty, express or implied, 
is made as to its accuracy, completeness or correctness. 

This report is provided for information purposes only. Nothing in this report should be considered to constitute investment, legal, accounting or taxation advice 
and you are advised to contact independent advisors in order to evaluate this report. It is not intended, and should not be considered, as an offer, invitation, 
solicitation or personal recommendation to buy, subscribe for or sell any of the financial instruments described herein, nor is it intended to form the basis for 
any credit, advice, personal recommendation or other evaluation with respect to such financial instruments and is intended for use only by those professional 
investors to whom it is made available by Crédit Agricole CIB. Crédit Agricole CIB does not act in a fiduciary capacity to you in respect of this report. 

Crédit Agricole CIB may at any time stop producing or updating this report. Not all strategies are appropriate at all times. Past performance is not necessarily 
a guide to future performance. The price, value of and income from any of the financial instruments mentioned in this report can fall as well as rise and you may 
make losses if you invest in them. Independent advice should be sought. In any case, investors are invited to make their own independent decision as to 
whether a financial instrument or whether investment in the financial instruments described herein is proper, suitable or appropriate based on their own 
judgement and upon the advice of any relevant advisors they have consulted. Crédit Agricole CIB has not taken any steps to ensure that any financial 
instruments referred to in this report are suitable for any investor. Crédit Agricole CIB will not treat recipients of this report as its customers by virtue of their 
receiving this report. 
Crédit Agricole CIB, its directors, officers and employees may have financial interests or may effect transactions (whether long or short) in the financial 
instruments described herein for their own accounts or for the account of others, may have positions relating to other financial instruments of the issuer thereof, 
or any of its affiliates, or may perform or seek to perform securities, investment banking or other services for such issuer or its affiliates, within the regulatory 
framework set by Article 37 of Delegated Regulation (EU) 2017/565. Crédit Agricole CIB may have issued, and may in the future issue, other reports that are 
inconsistent with, and reach different conclusions from, the information presented in this report. Without prejudice to the requirements arising from Article 4 of 
Delegated Regulation (EU) 2016/958, Crédit Agricole CIB is under no obligation to ensure that such other reports are brought to the attention of any recipient 
of this report. Crédit Agricole CIB has established a “Policy for Managing Conflicts of Interest” which is available upon request. A summary of this policy is 
published on the Crédit Agricole CIB website  conflict of interest | Crédit Agricole CIB. This policy also applies to the investment research activity. 
None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party without the prior 
express written permission of Crédit Agricole CIB. To the extent permitted by applicable securities laws and regulations, Crédit Agricole CIB accepts no liability 
whatsoever for any direct or consequential loss arising from the use of this document or its contents. 

France: Crédit Agricole Corporate and Investment Bank is authorized and regulated by the Autorité de Contrôle Prudentiel et de Résolution (“ACPR”) and 
supervised by the European Central Bank (“ECB”), the ACPR and the Autorité des Marchés Financiers (“AMF”). Crédit Agricole Corporate and Investment 
Bank is incorporated in France with limited liability. Registered office: 12, Place des Etats-Unis, CS 70052, 92 547 Montrouge Cedex (France). Companies 
Register: SIREN 304 187 701 with Registre du Commerce et des Sociétés de Nanterre. United Kingdom: Crédit Agricole CIB is authorised and regulated by 
the Autorité de Contrôle Prudentiel et de Résolution (the “ACPR”) and supervised by the European Central Bank (the “ECB”), the ACPR and the Autorité des 
Marchés Financiers (the “AMF”) in France. Crédit Agricole CIB London Branch is authorised by the Prudential Regulation Authority and subject to regulation 
by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of our regulation by the Financial 
Conduct Authority and the Prudential Regulation Authority are available from Crédit Agricole CIB London on request. Crédit Agricole Corporate and Investment 
Bank is a public limited company (“société anonyme”) under French law, incorporated in France under SIREN number 304187701 at the Nanterre Trade and 
Companies Registry, with limited liability and its head office address at 12, Place des États-Unis, CS 70052, 92547 Montrouge Cedex, France. It is registered 
in England and Wales as an overseas company at Companies House under company number FC008194, with a UK establishment at Broadwalk House, 
5 Appold Street, London, EC2A 2DA, United Kingdom (UK establishment number BR001975). United States of America: This research report is prepared by 
Crédit Agricole Corporate and Investment Bank and is distributed in the United States solely to persons who qualify as “Major U.S. Institutional Investors” as 
defined in Rule 15a-6 under the Securities and Exchange Act of 1934 and who deal with Crédit Agricole Corporate and Investment Bank. This report does not 
carry all of the independence and disclosure standards of a retail debt research report or a research report prepared by a U.S. broker-dealer. Recipients of this 
research in the United States wishing to effect a transaction in any security mentioned herein should do so by contacting Crédit Agricole Securities (USA), Inc. 
(a broker-dealer registered with the Securities and Exchange Commission (“SEC”) and the Financial Industry Regulatory Authority (“FINRA”). The delivery of 
this research report to any person in the United States shall not be deemed a recommendation of Crédit Agricole Securities (USA) Inc. to effect any transactions 
in the securities discussed herein or an endorsement of any opinion expressed herein. This report shall not be re-distributed in the United States without the 
consent of Crédit Agricole Securities (USA) Inc. Italy: Crédit Agricole Corporate and Investment Bank is authorised and regulated by the Autorité de Contrôle 
Prudentiel et de Résolution (the “ACPR”) and supervised by the European Central Bank (the “ECB”), the ACPR and the Autorité des Marchés Financiers (the 
“AMF”) in France. Crédit Agricole Corporate and Investment Bank Milan Branch is subject to supervision by the Bank of Italy and by the Commissione nazionale 
per le società e la borsa (“CONSOB”). This report is not intended, and should not be considered, as an offer, invitation, solicitation or recommendation to buy 
or sell any of the financial instruments described herein. This report is not intended, and should not be considered, as advice on investments in securities under 
the Consolidated Financial Law (Legislative Decree No. 50 of 24 February 1998) and can only be distributed to, and circulated among, professional investors 
(controparti qualificate), as defined by the relevant Italian securities legislation. Spain: This report may only be distributed to professional investors (as defined 
in Article 194 of Law 6/2023, of 17 March, of the Securities Markets and the Investment Services, and Article 112 of Royal Decree 813/2023, of 8 November, 
on the legal regime for investment services firms and other entities providing investment services) and cannot be distributed to other investors that do not fall 
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