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1.

Overview

Some sectors of the economy are robust but the outlook remains uncertain,
dimmed by US-China trade frictions and the upcoming consumption tax hike.

In 2019Q1 Japan’s real GDP registered the second consecutive quarter of positive
growth, expanding +0.5% QoQ (+2.1% if annualized). Among the components of do-
mestic demand, changes in private inventories and public fixed capital formation
made a positive contribution to growth, whereas private final consumption expendi-
ture and private capital investment had a negative impact. Concerning external de-
mand, although both exports and imports shrank, since the latter declined more than
the former, the overall contribution of net exports was positive.

Although some sectors of Kansai’s economy remained robust in 2019Q1, there
are growing risks of recession. China-bound exports are stagnant due to the decel-
eration of China’s economy. In addition, there is a noticeable deterioration in expecta-
tions-related indicators, such as the consumer sentiment and business confidence in-
dices. In these unfavorable circumstances, the uncertainties surrounding US-China
trade frictions and the impact of the consumption tax hike raise concems about future
economic prospects.

. Our forecast for Kansai’s real GRP growth is +0.7% in FY2019 and +0.4% in

FY2020. The figures are respectively -0.1%pt and -0.3%pt lower than our previous
forecast. The downward revision is due to the deceleration in external demand (out-
side Kansai), especially exports. The US-China trade frictions and the upcoming con-
sumption tax hike pose further risks to the materialization of our baseline forecast.

Among the major GDP components, private demand is expected to contribute less
to Kansai's economic growth than it did last year (+0.5%pt), but it will continue to drive
growth. Increased government spending, due to policies aimed at mitigating the neg-
ative impact of the consumption tax hike on private demand, will make a +0.3%pt
contribution to growth. In contrast, external demand (outside Kansai) will suppress
growth by -0.1%pt. The expected contributions for FY2020 are +0.3%pt for private
demand, +0.3%pt for government spending, and -0.1%pt for external demand,
largely repeating the pattern from FY2019, with private demand shrinking slightly.

The insufficient frequency of, and the excessive time lag in the release of final official
figures on regional economic statistics are often problematic. Since our aim at APIR
is to provide an accurate and timely assessment of current economic conditions, we
are dedicated to estimating economic data prior to the release of final official figures.
In the Japanese-language edition of this report, we introduce our estimates of the
number of foreign visitors and the gross regional product (GRP) in each prefecture.

FY 2016 2017 2018 2019 2020
Kansai GRP growth % 0.0 2.5 1.2 0.7 0.4
Japan GDP growth % (0.9) (1.9) (0.6) (0.6) (0.6)
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Forecast Summary

Kansai Japan
FY| 2016 2017 2018 2019 2020 2016 2017 2018 2019 2020

Private final consumption a03 13 07 o4 03 oo 11 04 01 03
expenditure

Private residential investment 3.6/ A33 0.1 1.6|] A 1.6 6.3] A0.7] A4.2 3.0/ A34
Private non-residential capital a04| 44 a0l 27 17|| aos| a5 32 14 15
investment

Governmentfinal consumption 03] 04| 06l 12 11 07l 04| 08 11 1.1
expenditure

Public fixed capital formation 0.4 A22 A09 1.9 1.9 0.6 0.5/ A 3.8 2.7 2.0
Exports 1.8 8.5] A 0.2 AO0.7 1.0 3.6 6.4 1.3] A 0.6 0.5
Imports 1.7 3.3 A 0.6 0.2 1.7 A 0.9 4.1 2.0 0.2 1.6
Real GRP/GDP 0.0 2.5 1.2 0.7 0.4 0.9 1.9 0.6 0.6 0.6
Private demand (contribution) A 0.1 1.3 1.1 0.5 0.3 A 0.1 1.3 0.8 0.4 0.4
Public demand (contribution) 0.1] A 0.0 0.1 0.3 0.3 0.2 0.1 AO0.0 0.3 0.3
Net exports (contribution) 0.0 1.2 0.0 A0.1] aAO0.1 0.8 0.4 A0.1] AO0.1 aO0.2
Nominal GRP/GDP A 0.3 2.7 0.8 1.1 1.4 0.7 2.0 0.5 0.9 1.3
GRP/GDP deflator A 0.3 0.2 A 0.4 0.4 0.9 A 0.2 0.1 A 0.2 0.3 0.8
Consumer price index A 0.2 0.5 0.5 0.8 0.8 A 0.3 0.7 0.8 0.7 0.8
Industrial Production Index 1.9 2.5 A 0.6 0.5 0.6 0.8 2.9 0.3 0.2 0.6
Unemployment rate 3.4 2.9 2.9 2.8 2.8 3.0 2.7 2.6 2.5 2.5

Notes: Unit= %. Figures for all components except ‘Total unemployment rate’ are growth rates. 2015-17 figures are official, 2018-20 figures are
APIR forecasts. Forecasts for the Japanese economy are sourced from APIR’s Economic Forecast and Analysis No. 121.

Previous Forecast

(2019/2/27)
Kansai Japan
FE| 2016 2017 2018 2019 2020 2016 2017 2018 2019 2020

Private final consumption a03 13 07 o4 o4 ool 11l 07l o4 o5
expenditure

Private residential investment 3.6/ A 3.4 AO03 0.7] A2.1 6.3] AO0.7] A4.2 0.7] A 2.2
Private non-fesidential capital a03] 4o 31 23] 18| aos| 46l 32 19 13
investment

Governmentfinal consumption 03] 04| 06 1.0/ 1.0 0.7l 04 1.0 1.2 1.1
expenditure

Public fixed capital formation 0.4 A22| AO0.6 1.6 1.7 0.6 0.5/ A 3.8 2.1 2.3
Exports 1.9 8.7 1.9 1.4 1.4 3.6 6.4 1.8 1.9 1.8
Imports 1.8 3.3 0.1 1.3 1.5 A 0.9 4.0 3.1 2.0 1.1
Real GRP/GDP 0.0 2.5 1.4 0.8 0.6 0.9 1.9 0.5 0.6 0.7
Private demand (contribution) A 0.1 1.3 1.0 0.5 0.3 A 0.0 1.4 0.8 0.3 0.3
Public demand (contribution) 0.1] A 0.0 0.1 0.2 0.2 0.2 0.1 0.0 0.3 0.3
Net exports (contribution) 0.1 1.3 0.4 0.1 0.0 0.7 0.4) A0.2 AO0.0 0.1




