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April 2014 Outlook for Economic Activity and Prices Report 

On April 30, the BOJ issued its Outlook for Economic Activity and Prices Report (Outlook 

Report) which is issued in April and October every year. This report is prepared by the policy board 

members estimating the real GDP growth rate and the consumer price index (core), both y-o-y, for 

about future 2 years which are announced by way of indicating their ranges of forecasts and their 

median. With this report, it is possible to find out BOJ`s analysis of current economic conditions as 

well as to understand rough direction of their future financial policy. 

By taking a look at the Outlook Report beyond FY2014, it can be observed that the BOJ is 

building its confidence on getting out of deflation as there were no much change of forecasts 

compared to those announced previously in this January. The BOJ extended its outlook to FY2016 in 

this report. Its outlook is such that the real GDP growth to remain at lower 1% level based on the 

expected consumption tax hike to 10% in October 2015, however, it sees the policy target of 2% 

y-o-y inflation can be achieved with the growth of inflation expectations. 

 

 

Future Outlook & Focus  

As of today, I have expressed my view on the direction of monetary policy that the additional 

easing would take place during 3Q (Jul. – Sep.) and even earlier depending on the situation, 

however, after analyzing today`s forecasts announced by the BOJ, my expectation of the 

possible easing within this fiscal year was receded and now I expect the timing to be pushed 

forward to 4Q (Oct. – Dec.). Even so, I am not fully confident with the logic of the BOJ`s 

forecast which was to revise down its growth estimates (FY2014) and at the same time to keep 

its price forecast unchanged, which is contradictory.   

In order to achieve the inflation target and to lead the Japanese economy out of deflation, it is 

essential to get out of the deflationary mind-set which has been prevailing nationwide for a long 

time. However, I do not think the deflationary mind-set would easily change even if the core 

CPI inflation ratio could stay in positive territory for one to two years. Therefore, I believe that 

it is necessary to immediately act against any unfavorable incidents for the path to get out of the 

deflation.  Now, where would I focus on, going forward. I do not care if the business 

environments and core CPI were to trend upward. What I would focus on will be the revised 

forecast by the BOJ`s policy board members and their capability to adjust their monetary policy 

without delay if the business environments and core CPI were to trend downward. 
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Disclaimer

Please read this disclaimer carefully.
= This material is for non-Japanese institutional investors only.
= The research and analysis included in this report, and those opinions or judgments as outcomes thereof, are intended to introduce or 

demonstrate capabilities and expertise of Sumitomo Mitsui Asset Management Company, Ltd. (hereinafter “SMAM”), or to provide 

information on investment strategies and opportunities. Therefore this material is not intended to offer or solicit investments, provide 
investment advice or service, or to be considered as disclosure documents under the Financial Instruments and Exchange Law of Japan.

= The expected returns or risks in this report are calculated based upon historical data and/or estimated upon the economic outlook at 

present, and should be construed no warrant of future returns and risks.
= Past performance is not necessarily indicative of future results.
= The simulated data or returns in this report besides the fund historical returns do not include/reflect any investment management fees, 

transaction costs, or re-balancing costs, etc.
= The investment products or strategies do not guarantee future results nor guarantee the principal of investments. The investments 

may suffer losses and the results of investments, including such losses, belong to the client.
= The recipient of this report must make its own independent decisions regarding investments.
= The opinions, outlooks and estimates in this report do not guarantee future trends or results. They constitute SMAM’s judgment as of 

the date of this material and are subject to change without notice.
= The awards included in this report are based on past achievements and do not guarantee future results.
= The intellectual property and all rights of the benchmarks/indexes belong to the publisher and the authorized entities/individuals.
= This material has been prepared by obtaining data from sources which are believed to be reliable but SMAM can not and does not 

guarantee its completeness or accuracy.
= All rights, titles and interests in this material and any content contained herein are the exclusive properties of SMAM, except as 

otherwise stated. It is strictly prohibited from using this material for investments, reproducing/copying this material without SMAM’s 

authorization, or from disclosing this material to a third party.
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