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 Japan economic update: key economic calls; a move 
to completely escape from structural deflationary 
stagnation through a high-pressure economic policy 

 Growth (2026: 0.8%, 2027: 0.8%, 2028: 1.6%): move towards overcoming 
structural economic stagnation after a short-term stagnation. 

 Inflation (2026: 2.0%, 2027: 0.9%, 2028: 1.8%): ex-energy would 
temporarily slow down. 

 

Growth (2026: 0.8%, 2027: 0.8%, 2028: 1.6%): move 
towards overcoming structural economic 
stagnation after a short-term stagnation 
In our view, in 2026, headwinds from the global slowdown, uncertainty surrounding 
the Trump administration nd geopolitical-driven oil prices & supply disruptions, 
compounded by premature Bank of Japan rate hikes, will keep economic growth 
in the 0% range and temporarily stall progress toward exiting structural stagnation. 
From 2027 onward, a global cyclical recovery combined with the Takaichi 
administration’s proactive fiscal push through expanded public-private strategic 
investment and an upswing in the capital expenditure cycle will broaden domestic 
demand and begin to accelerate the move out of structural stagnation. By 2028, 
growth overshooting into the 1% range will set the economy on a path toward a 
high-pressure economy. A consumption tax cut, alongside rising real wages, will 
drive a recovery in consumer spending. Sustained nominal GDP expansion will 
prompt a clear shift in corporate behaviour from cost-cutting to investment, pushing 
the capex-to-GDP ratio well above the long-elusive 18% threshold and, together 
with expanding consumption, adding momentum to the recovery. Rising corporate 
expected returns and growth rates will lift potential growth, the corporate savings 
rate will return to a normal negative level, and structural stagnation will be fully 
overcome. Continued proactive fiscal policy and accommodative monetary policy 
are necessary conditions – a shift toward fiscal consolidation or an overly rapid 
pace of rate hikes would risk derailing the exit from structural stagnation altogether. 

 

Inflation (2026: 2.0%, 2027: 0.9%, 2028: 1.8%): ex-
energy would temporarily slow down 
The YoY rate of the consumer price index (excluding fresh food and energy) would 
temporarily decline to the 1% range in H226, reflecting still-weak domestic demand 
and a loss of purchasing power due to a sharp increase in energy costs. 
Corporates are beginning to become wary of the rising price elasticity of demand. 
With a temporary VAT cut, the rate would slow down to the 0% range by 2027. 
Under a global cyclical economic recovery and a recovery in domestic demand, 
corporate spending, including capital investment and wages, will strengthen, and 
the positive corporate savings rate, which caused structural economic stagnation 
as excess savings, would shrink. With the recovery of consumption due to rising 
real wages and the realisation of a high-pressure economy due to an upward 
revision of the growth rate, the inflation rate is expected to once again expand 
towards 2%. By 2028, the corporate savings rate will turn negative, eliminating the 
pressure of structural economic stagnation, and the stable & sustainable 
achievement of the price target is expected to be achieved as wage increases 
accelerate and inflation expectations are anchored at 2%. The prerequisites are 
that the BoJ’s premature rate hikes do not cause domestic demand to falter due to 
downward pressure on the credit cycle and that there is no rapid appreciation of 
the JPY. 
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Japan economics forecast table 

 

 

Source: BoJ, Cabinet Office, MIAC, Crédit Agricole CIB 

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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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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