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(“Real Wages” turned positive after 2 years and 3 months N

“Real Wages” is the ‘inflation adjusted wage’, which can be found in the Monthly Labour Survey released|
every month by the Ministry of Health, Labour & Welfare. For example, “Real Wages” are considered to
not have risen when income rises by 3% and inflation rises by 3% at the same time, as one can only,
purchase the same quantity of goods despite the rise in one’s wages. July “Real Wage” announced on
ertember 4™ increased by 0.3% YoY. It turned positive for the first time in 2 years and 3 months. )

int 1 Real Wages turned positive as wages rose under subdued inflation
Point Need to observe whether positive Real Wages can last for long
B Preliminary “Real Wages” of April announced in June this year increased by 0.1%, however, it was
revised down to a decrease of 0.1%. “Real Wages” have been expected to turn positive after April this
year as the inflationary impact of the consumption tax hike faded away and wages rose.

B The rise of wages have finally exceeded inflation when “Real Wages” turned positive in July. The
number has been in the negative territory for a long period.

Summer bonuses rose by 0.3%
oin Salary and overtime rose, too
W Total cash earnings (nominal wages) including summer bonus payment increased by 0.6% YoY in
July 2015. There was a concern over the June figures as it turned -2.5% YoY due to different payment
schedules of bonuses. July figures confirmed that nominal wage growth trend is in tact.
W The total cash earnings of full-time workers increased by 0.5% YoY, while that of part-time workers

decreased by 0.2% YoY. The earnings of the former continued to rise in the past except for the month
of June, whereas the latter has been decreasing for 3 consecutive months.
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(Source) SMAM, based on Bloomberg L. P. data.
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n nomy is ex nter vir rowth cycl
Future Outlook Japanese economy is e pectgd to_e te tuous growth cycle as
wage growth exceed food price hikes
B Consumption decreased due to price hikes
The private consumption of Apr.-Jun. GDP growth was weak at -0.8% YoY. The food price rise
seemed to have overwhelmed the expected increase in consumption led by wage hikes. Going

forward, gradual improvement of the consumer sentiment is expected, by increase in “Real Wages” or
the higher wage growth than inflation hike.

B Trend of positive “Real Wages” is expected to persist as inflation remains subdued
Consumer price growth rate in general is shrinking. Strong wage growth is expected with corporate
earnings expanding and a moderate consumer price growth due to the falling crude oil price since last
year. The positive trend of “Real Wages” is expected to persist with wage increasing under a
subdued inflationary situation.
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