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Wave 1: Import Price Shock

* Inflation driven primarily by external
factors, including rising import
prices.

* The outbreak of the Ukraine war
triggered an increase in household
inflation expectations.

Wave 2: Domestic Inflation Wave

* Inflation driven primarily by domestic
factors, including wage increases and
rising rice prices.

* Wage settlements exceeding 5% were
achieved in the 2024 and 2025 annual
spring wage negotiations (Shunto).

Wave 3: Iran War Shock

* The outbreak of the Iran war triggered a
renewed increase in household inflation
expectations.

* Wage increases in the 2027 Shunto may
not be as strong as those achieved in
recent years.
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Dec-25
Median 7.19%
Mode 5.25%
IQR 8.28%
Prob (Inflation rate>5%) 66.5%
Excess mass at zero 5.3%
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Firms' inflation expectations
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Percentage of respondents who expect
real wages to rise, remain unchanged,
or fall: Dec 2025
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Inflation Expectations Distribution, April 2012
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Inflation expectations

Inflation Expectations Distribution, February 2026
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Excess mass at zero in inflation expectations
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Note: This measures the excess probability mass at zero relative to the
probability implied by the estimated distribution around zero.

Source: Tsutomu Watanabe. “Japan’s missing inflation anchor: Why it matters for prices and the yen.”

Herald Insight Collection, September 2, 2026. 19
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Mode of Inflation Expectations
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Note: The mode is estimated from the continuous component of the
distribution, excluding the point mass at zero.

Source: Tsutomu Watanabe. “Japan’s missing inflation anchor: Why it matters for prices and the
yen.” Herald Insight Collection, September 2, 2026.
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