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K Prices are collected every day from
1000 supermarkets sampled from all
over Japan.

*  The number of products is about 300K.

*  Updated every day with a two day lag.

*  Covers 17 percent of the official CPI.

N i kkei c P I N ow ® *  Historical daily data is available over

the last 25 years.
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Frequencies

Simultaneous occurring of deflation and inflation
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Japan’s Chronic Deflation

CPI Goods, CPI Services, and Wages

CPI Goods, CPI Services, and Wages
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Japanese Version of Wage-Price Spiral

Companies keep
prices unchanged year
after year

Companies do not need to Cost of living remains
pass on prices since labor unchanged from the

costs remain the same previous year

Workers can manage
to maintain life at the
same level as the
previous year without
wage increases
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Recent Change #1:
Consumers’ Inflation Expectations

What do you think will happen to prices in over the next year compared to today?

o August 2021 . May 2022

60% 60%

20% 50%

40% 40%

30% 30%

20% 20%

N RRR NN

o B FLEL BLFL e BLNL N 1
UK usS CA DE JP UK us CA DE Ip

B Will increase a lot = Will increase slightly

B Will remain more or less unchanged = Will decrease slightly W Will increase a lot ¥ Will increase slightly

= Will decrease a lot B Will remain more or less unchanged = Will decrease slightly

m Will decrease a lot



Recent Change #2:
Consumers’ Tolerance to Price Increases

Suppose that the price of a product that you always buy in your supermarket goes
up by 10%. What would you do?

August 2021 May 2022

UK 62% 38% UK 54%

46%

N

CA 61% 39%]
oe o

»

0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%
B Nothing would change. | would continue to buy the same amount of B Nothing would change. | would continue to buy the same amount of
the same product and brand at the same supermarket as before. the same product and brand at the same supermarket as before.

B | would switch to a different supermarket B | would switch to a different supermarket 8



Recent Change #3:
Cost Pass-Through to Prices

Share of CPIl items with near-zero inflation rates
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Recent Change #4:
Wage Increases in Spring Wage Offensive

6 5.7

5.0
5
3.9 } ) 3.8
4 2023 Spring Offensive Meeting :
31 JTUC (Japanese Trade Union Confederation)-RENGO
0292828 Nov 1, 2022
3 2.6
2.1 2.12:2 2121
1.91.9 2.02.0
‘ ‘ ‘ ‘ | | |1.71.61.717 Il 1717171717| | | | | |1|918|
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Note: Wage increase is defined as the sum of (1) Base salary increase and (2) Wage increase along
the wage curve.

= N
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2009

2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
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Chronic Deflation

Equilibrium with Sustained

Equilibrium

prices unchanged
year after year

o J/ \/
Companies do not | .
need to pass on prices L

Companies keep ‘

unchanged from the

since labor costs >
previous year

\___remain the same p

\ /

Workers can manage to
maintain life at the same
level as the previous year

without wage increases

Cost of living remains

N

{

o

Non-price competition | l_>

Wage and Price Increases

™
Companies raise prices
by 2% every year

/N

( Companies pass
labor cost increases
on to prices

Cost of living )

increases by
2% every year |

N/

Workers demand 3%

~ wage increase every year
\ )

/

Price competition
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Deflation over the last
quarter-century

Firms keep their prices
unchanged, which
becomes “social norm”

Lack of inflation
experiences, especially
among young people

Firms lose
ricing power
Firms are afraid of losing p g p
customers, so that they
cannot pass through cost

increases to their prices Consumers expect prices

will remain unchanged in
the future

Consumers switch to a
different shop when they
see a price hike (Kinked
demand curve)
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