
MACRO  NEWS                                    1 3 / 0 8 / 1 4  
 

Christian Schulz, Senior Economist | Christian.schulz@berenberg.com | +44 20 3207 7878 

1/2    

JAPAN: SETBACK CREATES ABENOMICS RISK 

Berenberg Macro Flash 

 
GDP Japan, qoq change, Q2 2014 
 
Actual:  -1.7% 
Previous: 1.5% (revised down from 1.6%) 
Consensus: -1.8% 
Berenberg: -1.3% 
 
Austerity hurts. Japan’s GDP shrank by 6.8% qoq on an annualised basis (-1.7% qoq) in the spring quarter after the gov-
ernment raised the sales tax from 5% to 8% in April. Households had brought some of their purchases forward to Q1 ahead 
of the sales tax increase, meaning that GDP had increased by 6.1% qoq saar at the beginning of the year. But the steep set-
back in Q2 now leaves GDP 0.3% lower than in Q4. Had it not been for the tax-induced volatility, the growth slowdown 
which had already set in throughout last year might have ended in a mild, Italy-style, recession in H1 2014. External factors 
played a role, too. The slowdown in important Asian export markets and the still uneven growth in the developed world 
held back exports. Given the renewed slight slowdown in Chinese data in July (see below) the risks probably remain to the 
downside in the short-term. 
 
Private consumption and business investment were the two key negative drivers in Q2. Household consumption fell 
by 4.9%, more than offsetting the 2.0% increase in Q1. Business investment dropped by 3.9%, but here the balance is still 
very positive after four successive strong quarterly increases culminating in a 6.7% qoq increase in Q1. The major positive 
factor was net trade, as imports dropped sharply (-5.6%), more than offsetting sluggish exports (-0.4%). Both had been 
increasing strongly in Q1. Government expenditure only played a minor role with consumption rising a bit (0.4% qoq) and 
public investment falling a bit (-0.5%).  
 
Abenomics is at a pivotal stage. The initial impact of the massive monetary and fiscal stimulus which constituted the first 
two arrows of the economic policy package of Prime Minister Abe is fading. The depreciation of the yen by a third since 
2012 has boosted export prospects and business investment as well as increased the inflation rate. But this progress could be 
temporary. The painful structural and fiscal reforms which should leave the more lasting positive legacy of the programme 
in the form of a more flexible, dynamic and fiscally sustainable economy  are only just beginning. The biggest risk at the 
current juncture is that political pressure could force Abe to postpone unpopular reforms in order to wait for a stronger 
economy. That could mean they will not get implemented at al and Abenomics might end as an expensive flash in a pan. So 
far, the government seems committed to the reforms even though they do not go far enough in our view yet. The economy 
is not falling off a cliff as the strength in business investment and resilient business confidence surveys like the Tankan index 
(see chart) show. But we will watch the risk that reforms will be delayed carefully in the coming months. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



MACRO  NEWS  

2/2    

Chart: Abenomics with enough momentum? Tankan outlook rebounded in Q2 

 
Source: Bank of Japan 
 
GDP Japan  Q2 2014 Q1 2014 Q4 2013 Q3 2013 Q2 2013 Q1 2013 

qoq % , sa -1.7 1.5 0.0 0.4 0.9 1.3 

qoq %, saar -6.8 6.1 -0.2 1.4 3.4 5.2 
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