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“Real Wages” turned positive after 5 years (Japan)
“Real Wages” is the inflation adjusted wage, which can be found in the Monthly Labor 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. 2016 “Real Wage” announced on 6th
February 2017 increased by 0.7% YoY. It turned positive for the first time in 5 years since year 2011.

Point 1

December 2016 Real Wages declined - 0.4% YoY
Nominal Wages remained positive

 According to December 2016 Monthly Labor Survey, “Real Wages” decreased - 0.4% YoY for the first
time in 1 year since December 2015. Meanwhile, total cash earnings (nominal wages) increased
+ 0.1% YoY led by increase in scheduled wages (+ 0.5% YoY).

Point 2

2016 Real Wages turned positive for the first time in 5 years
Scheduled wages and bonus increased

 2016 “Real Wages” increased + 0.7% YoY,
turned positive for the first time in 5 years
since 2011. “Real Wages” increased as (i)
nominal wages increased + 0.5% YoY for 3
years in a row and (ii) the prices declined by
stronger JPY and lower crude oil price.
 Although non-scheduled wages such as
overtime allowance declined - 0.6% YoY,
scheduled wages such as basic salary and
special cash earnings such as bonus rose
+ 0.2% and + 2.0% both YoY respectively.
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(Source) SMAM, based on Ministry of Health, Labour and Welfare data.

Future Outlook

Wage growth is expected to continue due to tighter labor supply
and demand going forward

 Abe administration has been urging industrial leaders to increase wages since 2014, which resulted in 3
consecutive years of wage growth. In 2017 Shunto (wage negotiation between labor unions and
company managements in spring), labor union called for pay scale increase, and it is likely to be about
the same amount of the previous year. Taking a look at employment environment, labor supply and
demand is getting tighter as average jobs-to-applicants ratio increased + 0.16 points YoY to 1.36 times
in 2016, recording highest level for the first time in 25 years since 1991, in the bubble economy period.
Also, expansion of corporate earnings is expected to continue. Under these environment, scheduled
wages and special cash earnings are expected to increase going forward. However, we believe weaker
trend of non-scheduled wages will continue because Japanese government is undertaking Work-style
reform such as curving long working hours. Meanwhile, we need to watch carefully whether “Real
Wages” will continue to rise or not as well as prices, that are expected to rise due to (i) rise in crude oil
price and (ii) weakening JPY against USD.
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