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Ranking of countries in terms of CPI Inflation
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Source: IMF, World Economic Outlook Databases, October 2023
https://www.imf.org/en/Publications/SPROLLs/world-economic-outlook-
databases#sort=%40imfdate%20descending
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Source: Bank for International Settlements
https://www.bis.org/statistics/cbpol.htm

Ranking of countries in terms of Central Bank Policy Rate
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“There are four kinds of countries in the world: 
developed countries, undeveloped countries, 
Japan and Argentina”

Simon Kuznets
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The normalization of Japan since the spring of 2022

1. Increase in consumers’ inflation expectations
2. Improved consumers’ tolerance to price increases

– In the past, Japanese consumers would switch to a different store 
when they encountered a price increase, believing that prices 
would remain unchanged at other stores. However, Japanese 
consumers no longer flee the store even when prices are raised.

3. Increased cost pass-through to prices by companies
4. Increased demand for higher wages from workers
5. BOJ’s policy rate hike for first time in 17 years
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Companies keep 
prices unchanged 

year after year

Cost of living remains 
unchanged from the 

previous year

Workers can manage to 
maintain life at the same 
level as the previous year 
without wage increases

Companies do not need 
to pass on costs to prices 
since labor costs remain 

unchanged

Companies raise prices 
by 2% every year 

Cost of living 
increases by 

2% every year 

Workers demand 3% wage 
increase (= inflation + labor 

productivity growth) every year

Companies pass on 
labor cost increases 

to prices 

Japan’s version of the 
wage-price spiral

“Virtuous Cycle between 
wages and prices”
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ESP Forecast for Core CPI

Actual Core CPI

ESP forecast for Core CPI as of Jan 2023
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BOJ’s Opportunistic Approach to Reflation
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Common 
Supply
Shocks

↓

Post-
pandemic 
Inflation

Other central banks:
Close to 2% target 
before the pandemic

Return to 2% target 

Bank of Japan:
Near-Zero-inflation 
before the pandemic

Achieve 2% target 
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This Time Is Different!
Consumers’ Inflation Expectations 
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What do you think will happen to prices over the next year 
compared to today?

Percentage of repondents who answered "Will increase a lot"

Percentage of respondents who answered "Will remain more or less unchanged"

CPINOW inflation rate during the week the survey was conducted (right axis)

Note: Based on responses from 3,449 Japanese consumers who responded to the survey over 11 
consecutive years from 2014 to 2024.
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This Time Is Different!
Spring Wage Offensive (Shunto)
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Target Actual
2016 Over 4% 2.00%

2017 Over 4% 1.98%

2018 Over 4% 2.07%

2019 Over 4% 2.07%

2020 Over 4% 1.90%

2021 Over 4% 1.78%

2022 Over 4% 2.07%

2023 Around 5% 3.58%

2024 Over 5% 5.10%

2025 Over 5%
Over 6% for 

SMEs

Targets set by RENGO for wage 
increases in the Spring Wage Offensive

Photo taken with the executives 
of JTUC-RENGO, who aim to 
achieve a “5” percent wage 
increase in Shunto next year.

“I think this will be the year that we should get the 
5% level entrenched in society,” Akira Nidaira, 
executive director of Rengo’s policy department, said 
at a news conference on Thursday. “The stage has 
changed in 2024, but many people are still not on 
board.”

“Japan’s Largest Labor Union Group 
to Seek Big Pay Hike Next Year,” 
WSJ, Oct 18, 2024
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BOJ’s “On-Track” Rule

As for the future conduct of monetary 
policy, while it will depend on 
developments in economic activity and 
prices as well as financial conditions going 
forward, given that real interest rates are 
at significantly low levels, if the outlook 
for economic activity and prices 
presented in the July Outlook Report will 
be realized, the Bank will accordingly 
continue to raise the policy interest rate 
and adjust the degree of monetary 
accommodation. With the price stability 
target of 2 percent, it will conduct 
monetary policy as appropriate, in 
response to developments in economic 
activity and prices as well as financial 
conditions, from the perspective of 
sustainable and stable achievement of the 
target.
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Policy statement
July 31, 2024

今回の利上げということで申し上げれば、
主な理由としては、経済・物価データが
オントラックであったということでありま
す。それに加えて、足元の円安が物価
に上振れリスクを発生させているという
こともあって、政策変更に至ったというこ
とでございます。

The main reason for this rate hike was 
that economic and price data were on 
track. In addition, the recent 
depreciation of the yen has created 
upside risks to prices, which led to the 
policy change.

Gov Ueda at the press conference 
on July 31, 2024

1. BOJ regards CPI and GDP 
forecasts in their Outlook 
Report as a reference

2. Each month, BOJ compares 
the new CPI and GDP figures 
with the reference

3. If the new figures are close 
to or above the reference, 
BOJ raises the policy rate
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