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« In this report, ‘Kansai’ includes 6 prefectures: Shiga,
Kyoto, Osaka, Hyogo, Nara and Wakayama. The
term ‘Kinki’ used in official data to define the same
region has been changed to ‘Kansai' for con-

sistency purposes.

« Forecasts are made using APIR’s original forecast
model for the Kansai economy and are supervised
by Prof. Yoshihisa Inada and Prof. Hiroaki Irie.
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Forecast Highlights

Kansai Economic Forecast Revised to Reflect Second Preliminary

GDP Estimate
FY2025: +1.0%, FY2026: +0.9%, FY2027: +1.2%

According to the second preliminary estimate of GDP for Q3 released on Decem-
ber 8, the real GDP growth rate was annualized -2.3% compared to the previous
quarter, marking the first negative growth in six quarters. This figure was revised
downward from the first preliminary estimate (-1.8%).

We have revised the Kansai economic forecast to reflect the second preliminary
GDP estimate. We project Kansai's real GRP growth rate to be +1.0% for FY2025,
+0.9% for FY2026, and +1.2% for FY2027. Compared to the previous forecast
(released on November 27), the GRP growth rate for FY2025 has been revised
downward by -0.1%pts (pp) from the previous projection, while the forecast for
FY2026 remains unchanged. A forecast for FY2027 has been added for the first
time in this update.

In terms of contributions to growth, private demand accounts for +1.1 pp in
FY2025, +0.9 pp in FY2026, and +1.2 pp in FY2027. Public demand will make no
contribution to growth in FY2025 but will provide modest support at +0.1 pp in
FY2026 and +0.2 pp in FY2027. External demand will act as a drag on growth, at
-0.1 pp in FY2025, -0.1 pp in FY2026, and -0.2 pp in FY2027 (Figure 1).

In the Japanese economy, while the deterioration of Japan-China relations and the
correction in U.S. financial markets are cited as risks, there are also expectations
that the Takaichi Cabinet’s economic policies will provide a buffer. In the Kansai
region in particular, given the relatively high proportion of inbound tourism de-
mand from China, the impact of deteriorating Japan-China relations is likely to be
more pronounced than in the rest of the country.

Note: Figures in the table are calculated using the
expenditure method, and differ from forecasts
made using the production method.

Results of the Kansai Economic Forecast (Real GRP Growth Rate and Contribution)
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Forecast Summary

Kansai Japan
FY| 2023 | 2024 | 2025 | 2026 | 2027 2023 | 2024 | 2025 | 2026 | 2027

Private final consumption expenditure 406 0.9 1.3 1.0 1.2 A 10 0.2 1.1 0.8 1.1
Private residential investment Al4 15| a47 11 0.9 1.8 A 07| A32 0.8 0.6
Private non-residential capital investment 0.3 2.4 3.8 22 3.1 A01 0.9 1.8 2.1 2.8
Government final consumption expenditure 0.1 1.6 0.7 0.7 1.0 A 08 2.3 0.4 0.7 0.7
Public fixed capital formation 1.8 3.2 A22 1.0 1.6 A 0.1 0.1 A1l14 0.5 1.6
Exports A 0.7 1.5 1.4 1.2 1.5 2.8 1.7 2.1 0.8 2.1
Imports A25 2.8 2.7 1.9 3.1 A24 3.3 2.3 1.3 2.9
Real GDP 0.0 1.0 1.0 0.9 1.2 A 0.0 0.5 0.9 0.9 1.2

Private demand (contribution) A 06 0.8 11 0.9 1.2 A 10 0.4 1.0 0.8 1.1

Public demand (contribution) 0.0 0.4 A0.0 0.1 0.2 A 02 0.5 0.0 0.2 0.2

Net exports (contribution) 0.6| A02 A0l AO01] a02 12| A 04 A00] A0l AO01
Nominal GDP 4.8 4.0 3.9 2.2 2.8 4.7 3.7 4.2 2.3 2.8
GDP deflator 4.9 3.0 29 1.3 1.6 4.7 3.2 3.2 1.4 1.6
Consumer price index 2.8 2.7 2.8 1.9 1.9 2.8 2.6 2.8 1.9 1.8
Industrial Production Index A3l A24 0.7 1.8 0.9 A19 Aa14 0.7 1.3 1.3
Unemployment rate 2.9 2.7 2.9 2.9 2.8 2.6 2.5 2.6 2.6 2.5

Notes: Unit= %. All figures except ‘Unemployment rate’ are YoY growth rates.
Figures on Kansai’'s economy for FY 2023-24 are estimates, and figures for FY 2025-27 are forecasts. Figures on Japan’s economy are official

until FY 2024, and figures for FY 2025 and after are sourced from APIR’ s "Japanese Economy: Analysis and Forecasts No. 156”.

Previous Forecast

Kansai Japan
FY| 2023 | 2024 | 2025 | 2026 | 2027 2023 | 2024 | 2025 | 2026 | 2027
Private final consumption expenditure 0.0 0.8 1.3 0.8 A 04 0.7 1.0 1.0
Private residential investment A 13 AO03 A45 2.4 07| A06[ a45 1.5
Private non-residential capital investment 11 23 3.9 21 A 09 1.9 31 2.9
Government final consumption expenditure 0.1 1.6 0.7 1.0 A 08 1.2 0.5 1.0
Public fixed capital formation 1.8 32| A22 1.0 A 04 0.6 0.2 0.5
Exports A04 1.8 1.8 1.1 N.A. 3.0 1.5 2.2 1.0] N.A.
Imports Al1 3.3 2.8 1.7 A28 3.5 2.9 1.4
Real GRP/GDP 0.4 1.1 1.1 0.9 0.4 0.6 1.1 1.1
Private demand (contribution) 0.0 1.0 11 0.8 A 07 0.8 1.1 1.0
Public demand (contribution) 0.0 04| A00 0.2 A 02 0.3 0.1 0.2
Net exports (contribution) 04| A02 00[ a0.1 13| a05 a01] ao01

Source: Both the table above and the table below were prepared by the author.
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Forecasts at a Glance
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