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“May Nationwide Consumer Price Index
- Upward Trend Intact, Almost Flat”

May Nationwide Consumer Price Inde

On June 27, the Ministry of Internal Affairs & Communications released May Nationwide
Consumer Price Index (hereafter “Nationwide CPI”’) and June Wards of Tokyo Consumer Price
Index (mid of month provisional figure, hereafter “Tokyo CPI”). Key figures are shown as
below. Also, CPI figures excluding consumption tax hike effect are calculated and shown in
parenthesis.

General Core Core Core
Nationwide CPI (May) +3.7% (+1.6%) +3.4% (+1.3%) +2.2% (+0.5%)
April +3.4% (+1.5%) +3.2% (+1.4%) +2.3% (+0.7%)
Tokyo CPI (June) +3.0% (+1.1%) +2.8% (+0.9%) +2.0% (+0.4%)
May +3.1% (+1.2%) +2.8% (+0.9%) +1.9% (+0.3%)

(Note) 1. Y-0-Y changes. Figures in parenthesis are CPI excluding tax hike effect.
2. Core: General index excluding fresh food Core Core: General Index excluding food (except alcoholic beverages) & energy.
(Source) SMAM, based on the Ministry of Internal Affairs & Communications data.

May Nationwide Core CPI rose 0.2 points

from its April y-o-y figure (+3.2% =+3.4%),

however, it declined 0.1 points to +1.3%
from +1.4% excluding the impact of the
consumption tax hike. This was caused as the
consumption tax hike was reflected in the
utility rates from May. However, we believe
that the price is on a firmer footing as there
were no particular signs of the price fall due
to the pullback of rush demand.

June Tokyo CPI indicates that Nationwide
CPI in June would likely show a steady rise.
Its Core CPl rose 2.8% y-0-y (+0.9%
excluding consumption tax)  unchanged
from May and its Core core CPI increased by
0.1 point. Hotel charges and Package tours
(+5.3% & +6.1%
respectively, both y-o0-y). This was possibly

rose  substantially
due to the transfer of cost increase by fuel
price hike etc. to the price of final goods &
services.
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Future Outlook & Focus

The crude oil price has being rising sharply since June this year, as the tension in Iraq is
mounting. It is very likely that the price will remain high for some time, as there is no sign of
current circumstances to subside. My baseline scenerio is that the CPI growth will slow
gradually because of the decrease in real income and the end of Japanese yen’s depreciation.
However, the pace of decline could be slower as the price of final goods & services will be
sustained as the higher energy cost will be transferred.
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