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Forecast Highlights

Kansai sees weak but gradually recovering economic growth
- Creating momentum for growth in the Kansai economy triggered
by the Expo -

€ Kansai's economy recovered moderately in Q4 2024. In the household sector, alt-
hough sentiment remained sluggish, there were signs of recovery in income, employ-
ment, and housing. In the corporate sector, production kept moving back and forth,
but business confidence and capital investment plans remained robust. In the external
sector, the exports of goods and inbound tourism were both in good shape.

€ In the household sector, although sentiment remained stagnant, there were signs of
an overall recovery. The employment environment kept improving moderately. In the
income environment, momentum for wage increases took hold, and the negative real
wage rate started narrowing. Consumer price inflation expanded as higher prices for
energy and food pushed up the overall inflation rate.

€@  The corporate sector recovered moderately. Production repeatedly increased and de-
creased, but has bottomed out and is picking up. Capital investment plans and busi-
ness sentiment were generally robust in both the manufacturing and non-manufac-
turing sectors.

€ Inthe external sector, the exports and imports of goods both picked up. While exports
to the U.S. and China remained weak, the exports of semiconductor-related compo-
nents to ASEAN increased significantly. Inbound tourism remained strong, although
the pace of recovery slowed somewhat.

€ In the public sector, public works, both in terms of contract value and in terms of
volume, grew at a slower pace than the nation as a whole.

€ APIR’s forecast for Kansai’s real GDP growth is +1.2% in FY 2024, +1.0% in FY 2025,
and +1.3% in FY 2026. Growth has been moderate, in the +1% range, since FY 2022,
and it will remain at the same pace.

€ Compared to our previous forecast (December 20, 2024), we have revised the FY
2024 figure upward by +0.3 percentage points. The FY 2025 figure remains un-
changed, but we have revised the FY 2026 one downward by -0.1 percentage points.

€ Looking at the contributions to growth by major components, private demand will
drive growth by +1.0 percentage point (pp) in FY 2024, +0.9 pp in FY 2025, and +1.1
pp in FY 2026, which is similar to the situation in Japan as a whole. Public demand will
boost growth by +0.4 pp in FY 2024, due to the Expo, but it will make only a small
contribution in FY 2025 and FY 2026. The contribution of extraterritorial demand (from
the rest of Japan and overseas) will be -0.2 pp in FY 2024, +0.1 pp in FY 2025, and -
0.0 pp in FY 2026, similar to the situation in the rest of Japan.

€@ Kansai is expected to grow faster than the nation as a whole in FY 2024. The growth
rates for FY 2025 and FY 2026, however, will be similar to the national average.

€ The “Topics” section in the Japanese-language issue of this report discusses the feasi-
bility of welcoming 60 million inbound tourists, as well as the imbalance between in-
bound and domestic tourism demand.
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Forecast Summary

Kansai Japan
FY[ 2022 | 2023 | 2024 | 2025 | 2026 2022 | 2023 | 2024 | 2025 | 2026

Private final consumption expenditure 3.0 0.0 0.8 0.8 1.4 2.6/ A04 0.7 0.8 1.4
Private residential investment A25 A1l6 0.1 0.7] A 03 A26 0.8/ A1.2 0.2| A 05
Private non-residential capital investment 1.3 0.6 2.9 2.8 1.8 36/ A01 2.0 2.2 2.3
Government final consumption expenditure 0.9 0.1 14 0.8 1.0 1.1 A08 1.5 0.9 1.1
Public fixed capital formation 1.0 4.5 40 A 1.8 1.1 A55 AO03 1.7 A 0.2 1.1
Exports 1.4 0.6 2.8 2.5 1.5 4.9 2.9 1.9 2.1 1.4
Imports 48[ a1.2 4.1 2.7 1.5 7.3| A33 3.1 1.4 1.6
Real GRP/GDP 1.6 1.0 1.2 1.0 1.3 1.4 0.7 0.8 1.2 1.3

Private demand (contribution) 2.1 0.2 1.0 0.9 11 1.9 A05 0.6 0.8 1.1

Public demand (contribution) 0.2 0.2 0.4 0.1 02|| ao01| ao02 0.4 0.2 0.3

Net exports (contribution) A07 0.7 ao0.2 0.1 A0.0[| aO05 1.4] A02 0.2 ao0.0
Nominal GRP/GDP 2.7 5.0 3.8 3.2 3.7 2.3 4.9 3.5 3.3 3.4
GRP/GDP deflator 1.1 3.9 2.6 2.1 2.5 0.9 4.2 2.7 2.1 2.0
Consumer price index 2.9 2.8 2.8 2.5 1.9 3.1 2.8 2.7 2.3 1.7
Industrial Production Index A11l A35 AO06 1.1 1.0[| A03| Aa19 ao08 1.4 1.0
Unemployment rate 2.9 2.9 2.8 2.7 2.7 2.6 2.6 2.5 2.4 2.3

Notes: Unit= %. All figures except ‘Unemployment rate’ are YoY growth rates.
Figures on Kansai’s economy for FY 2022-23 are estimates, and figures for FY 2024-26 are forecasts. Figures on Japan’s economy are official

until FY 2023, and figures for FY 2024 and after are sourced from APIR’ s "Japanese Economy: Analysis and Forecasts No. 152”.

Previous Forecast

Kansai Japan
FY[ 2022 | 2023 | 2024 | 2025 | 2026 || 2022 | 2023 | 2024 | 2025 | 2026
Private final consumption expenditure 3.0 a00 0.8 1.2 1.2 2.6/ A04 0.6 1.1 1.3
Private residential investment A24 A27 0.2 0.8 A 03 A26 0.8/ A21 A04 AaO01
Private non-residential capital investment 1.3 1.4 3.2 2.9 1.7 36| AO0.1 2.4 2.5 2.3
Government final consumption expenditure 0.9 0.1 1.6 0.6 0.4 1.1 A08 1.6 0.6 0.5
Public fixed capital formation 1.0 4.5 40| A 18 1.1]| A 55 AO03 1.8 0.7 1.6
Exports 1.4 0.6 1.7 2.8 2.1 4.9 2.8 1.4 2.3 2.3
Imports 48| A 1.0 3.5 3.1 1.5 73| A 33 4.5 2.4 2.1
Real GRP/GDP 1.6 1.1 0.9 1.1 1.4 1.4 0.7 0.3 1.2 1.3
Private demand (contribution) 21 0.2 0.8 1.1 1.0 19| A06 0.5 11 11
Public demand (contribution) 0.2 0.2 0.4 0.0 0.1/| 401 a02 0.4 0.2 0.2
Net exports (contribution) A 0.7 0.6] A04 AO01 0.3 A 0.5 1.4 A 06| AO00 0.0
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Forecasts
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at a Glance
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