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Japan: main points of policy outlook

B Driven by a phase of global cyclical economic recovery and the
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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.
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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%).

B 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.

B 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

BoJ | RealGDP CPI CPI
(ex fresh food) (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%
CACIB | Real GDP CPI CP|
(ex fresh food) (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%

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%).
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BoJ policy rate

3.0 Forecast
20 > Inflation targ

1.0
0.0 ,#_{_/_,_/xr)\/_' '
-1.0

-2.0

Dual mandate
-3.0 Strong economic growth
and price stability

-4.0
Jan-24 Jan-25 Jan-26 Jan-27 Jan-28 Jan-29

=== Policy rate (%)
== Real policy rate (%, policy rate — core core CPI YoY)

Source: MIAC, BodJ, 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

Break away from a cost-cutting economy, avoid reverting to deflation, and move towards a growth-oriented
economy

Creating a resilient economic structure through innovative strategic investment and expanding domestic demand
through public-private partnerships

Even with a declining population, won't allow the economic pie to shrink (over 1% real, 3% nominal growth)

Shift to a flexible fiscal policy that realises strategic investment, without sticking to achieve a single-year primary
surplus

Aim for a value-added growth and a strong economy that solves economic and social challenges through
strategic investment in public-private partnerships

Steadily reduce debt-to-GDP ratio through a high-pressure economy and responsible, proactive fiscal policy

The BoJ is expected to implement policies that aim to achieve both strong economic growth and stable inflation.

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
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Note.: The content is a personal opinion and does not necessarily reflect the

government's view.
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Macro Research advanced tools

With Red Mount Analytics, we are setting a new standard for market intelligence
GODP growth: vs Q419 with contributions and forecasts.
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Macro  Rates Markets  Sectors Outlook and Forecasts:

1 - Outleck and Forecasts

Global Macro Outlook

Macro Forecasts

ha

- Global Economics

Growth Moniter, Eurozone
Growth Moniter, US

Japan Manitor

Labour Market US & Europe

Sectoral Growth Dynamics Europe

w

- Leverage analytics

Global Leverage Dynamics

&

- Capital Flows

Balance of Payment (BoP) tracker
Central Bank FX Reserves
Equities capital flows

Fiwed Income capital flows

Japan foreign portfolio investment tracker

w

- Fiscal Policies and Public Debts

Eurozone Fiscal Monitor

Global Fiscal Monitor

6 - Country by Country

France 360° Monitors

A global view on the Developed Market
economies and all our forecasts on Macro (up to
extremely detailed components of growth and
central banks).

Global Economics:

A detailed view on GDP and its sub-components
what contributes to growth, what is overheating
what is depressed? By geographic area.

A view by sector and a cross-country analysis of
labour markets.

Leverage Analytics:

Who is indebted — by agent and by country? What
is the trend? What are the risks? Leverage is
everywhere, but now you know where it is.

Capital Flows:

Who is buying what asset? What country is
indebted to which country? What are central
banks buying (by asset & by country)?

You can dig as much as you like in these
dashboards —we have all the answers.

Fiscal Policies and Public Debt:

A deep dive into Eurozone fiscal outlooks: deficits,
debts, trends, sustainability, details of public
expenditures. From the helicopter view to the
geeky Maastrichian approach.

Country by Country:

Only one topic for now, to be extended. France
came to the brink of a crisis in 2024 — see how and
why. This section will be expanded in the future as
other countries come under the spotlight.

3 to growth print?
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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:

9 product classes (eg, EM, FX, Sustainable, Credit)
6 categories (eg, flows, fundamentals, RV)

90% exclusive content

Al modelling

25bn data points

over 4,500 interactive charts
over 1,000 proprietary models
over 250 use cases

over 150 thematic reports
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