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【Fundamentals Navigator】 
Japan Jul-Sep preliminary GDP estimate: Real GDP rebounds 

annualized 21.4% QoQ 

(original Japanese report issued on November 16, 2020) 

 

Goods exports and consumption revive, pandemic measures buoy government spending 

Real GDP (preliminary estimate) rebounded 5.0% or an annualized 21.4% QoQ in 3Q 2020 in a comeback 
from the previous quarter’s 28.8% drop. Personal consumption was up 4.7%. Services spending was hurt by 
the impact of the summer’s widening pandemic on the amusement/leisure and dining sectors, but spending 
on durable goods improved thanks to the government’s special fixed-benefit payouts. Growth was also 
buoyed by a notable increase in government spending on pandemic-related stimulus measures. GDP 
benefited from both a rise in overseas demand due to soaring goods exports, led by automobiles, and a 
falloff in goods imports with the fading effect of 2Q’s special demand. While the renewed rise in infections is 
a concern, we retain our view that the economy should continue to recover throughout 2H FY20. 

 

(1) Overview: Real GDP (preliminary estimate) rebounded 5.0% or an 
annualized 21.4% QoQ in 3Q 2020 in a comeback from the 28.8% slump in 
pandemic-hit 2Q. This was the first positive reading in four quarters and the 
strongest gain since a 5.7% rise in 4Q 1968. The economic level remains 3.6% 
below 1Q 2020.  
 
(2) Consumer spending: Consumption was up 4.7% (2Q: -8.1%), ending a 
three-quarter decline. A sharp recovery in June after the lifting of the state of 
emergency has been followed by a steady comeback in subsequent months. 
Domestic household final consumption data before inbound/outbound 
adjustments reveal a solid improvement of 4.0% in durable goods (-5.1%). Air 
conditioners and such enjoyed a robust rise, helped by the government’s special 
fixed-benefit payouts. Other goods and services also turned upward, but the 
recovery from 2Q’s depleted levels remained lackluster. Services grew 6.6% 
(-12.1%) as medical spending returned to pre-pandemic levels, but concern over 
the summer’s widening pandemic curbed the comeback in the 
amusement/leisure and dining sectors. Semi-durable goods were up 1.5% 
(-3.9%) and nondurable goods up 2.1% (-4.0%) as growth retreated in game 
equipment, books and masks, which had attracted high demand amid the 
pandemic. 
 
(3) Other domestic demand: Government spending rose 2.2% for the quarter 
(2Q: -0.4%), the highest growth since a 4.4% gain in 4Q 1986. This probably 
owed to boosts from an upturn in medical spending and pandemic-related 
stimulus measures funded by budget reserves. Public-sector demand, including a 
0.4% increase in government investment (+1.2%), raised real GDP by 0.5ppt. 

Preliminary results 
(Market forecasts from 
Bloomberg) 
 
(1) Real GDP: +5.0% QoQ 
       +21.4% annualized 
   (Market forecasts: +4.4 QoQ 
       +18.9% annualized) 
(2) Domestic demand: 
     +2.1ppt QoQ contribution 
   Net exports: 
     +2.9ppt QoQ contribution 
(3) Nominal GDP:+5.2% QoQ 
                 
 
Note: Second preliminary GDP 
figures slated for release on 8 
Dec 
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Capex fell 3.4% (-4.5%) in a second straight drop as companies remain wary of 
investment amid pandemic fears. Housing investment also slid 7.9% (-0.5%). 
 
(4) Net exports: Net exports contributed a net 2.9ppt to real GDP (2Q: -3.3ppt). 
Exports increased 7.0% (-17.4%). Services continued to slide with an 8.1% 
decrease (-11.3%), but goods exports posted a powerful 11.0% comeback 
(-18.8%), led by automobiles. The 9.8% downturn in imports (+2.2%) also 
bolstered GDP. Goods imports shrank 9.2% (+2.1%) with the retreat in special 
demand for certain goods such as masks. 
 
(5) Outlook: We expect sustained positive growth throughout the remainder of 

the fiscal year, albeit slower than 3Q 2020. While the renewed rise in 
coronavirus infections in Japan and abroad is a concern, we believe spending 
on amusement/leisure services will continue to expand, underpinned by 
policy support, and expect goods exports to remain steady.  

 
 
Figure 1. GDP growth, contribution by demand item 

 
Note: Figures in parentheses indicate QoQ contribution to real 

GDP 
Source: MUMSS, from Cabinet office preliminary GDP data  

Figure 2. Real GDP 

 
Source: MUMSS, from Cabinet Office preliminary GDP data 

 

Figure 3. Personal consumption by goods and 
services 

 
Note: Domestic household consumption expenditures (unadjusted 

for inbound/outbound) and QoQ contribution 
Source: MUMSS, from Cabinet Office preliminary 

Figure 4. Employment compensation and 
household disposable income 

 
Note: Latest figures for employment compensation for Jul-Sep 

2020, household disposable income for Apr-Jun 2020. 
Source: MUMSS, from Cabinet Office preliminary  

 
 

 

 

（QoQ％,ppt unless otherwise noted）
19/4-6 7-9 10-12 20/1-3 4-6 7-9

Real GDP 0.4 0.0 ▲ 1.8 ▲ 0.6 ▲ 8.2 5.0
(SAAR) 1.6 0.2 ▲ 7.1 ▲ 2.3 ▲ 28.8 21.4
(YoY%) 0.9 1.7 ▲ 0.7 ▲ 1.8 ▲ 10.2 ▲ 5.8
Domestic Demand (0.7) (0.3) (▲2.3) (▲0.3) (▲4.9) (2.1)

Private Demand (0.4) (0.1) (▲2.4) (▲0.3) (▲4.8) (1.5)
Private Consumption 0.5 0.4 ▲ 2.9 ▲ 0.7 ▲ 8.1 4.7
Residential Investment ▲ 0.2 1.3 ▲ 2.3 ▲ 4.0 ▲ 0.5 ▲ 7.9
Non-residential Investment 0.8 0.2 ▲ 4.8 1.7 ▲ 4.5 ▲ 3.4
Change in Stocks (0.0) (▲0.2) (0.0) (▲0.1) (0.3) (▲0.2)

Public Demand (0.3) (0.2) (0.1) (▲0.0) (▲0.0) (0.5)
Government Consumption 1.0 0.9 0.3 0.0 ▲ 0.4 2.2
Public Investment 1.5 0.8 0.7 ▲ 0.3 1.2 0.4

Net Exports (▲0.3) (▲0.2) (0.5) (▲0.2) (▲3.3) (2.9)
Exports of Goods & Services 0.1 ▲ 0.6 0.4 ▲ 5.3 ▲ 17.4 7.0
Imports of Goods & Services 1.8 0.7 ▲ 2.4 ▲ 4.1 2.2 ▲ 9.8

Nominal GDP 0.5 0.4 ▲ 1.5 ▲ 0.4 ▲ 7.8 5.2
(YoY%) 1.3 2.3 0.5 ▲ 0.9 ▲ 8.9 ▲ 4.8

GDP Deflator (YoY%) 0.4 0.6 1.2 0.9 1.4 1.1
Domestic Demand Deflator (YoY%) 0.4 0.2 0.7 0.7 ▲ 0.1 0.1
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Figure 5. Imports/exports by goods and services 

 
Note: Growth in imports depresses overall GDP growth 
Source: MUMSS, from Cabinet Office preliminary GDP data 

Figure 6. GDP deflator 

 
Source: MUMSS, from Cabinet Office preliminary GDP data 
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with respect to each security that the analyst covers in this report) that the views expressed in this report accurately reflect their 
personal views about the subject company(ies) and its (their) securities, and also certify(ies) that they have not been, are not, and will 
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 Required Disclosures  
Mitsubishi UFJ Morgan Stanley Securities Co., Ltd. ("MUMSS") has established organizational and administrative arrangements such 
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Disclaimers  
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Regarding any securities or related financial products mentioned either directly or indirectly in this report, there is risk that investors 
may, upon a sale of investments, receive less than the originally invested capital due to factors including fluctuations in share price, 
changes to issuers' management and/or financial profiles, related changes to external evaluations, and changes in interest and/or 
foreign exchange rates. 
This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. The report does not 
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objectives of persons who receive it. The securities and investments related to any securities or related financial products discussed in 
this report may not be suitable for all investors. Readers should independently evaluate particular investments and strategies, and seek 
the advice of their own professional and financial advisers as to the legal, business, financial, tax and other aspects before making any 
investment or entering into any transaction in relation to the securities mentioned in this report. 
MUMSS and/or its affiliate(s) shall not be liable in any manner whatsoever for any consequences (including but not limited to any direct, 
indirect or consequential losses, loss of profits and damages) of any reliance on or usage of this report and accepts no legal 
responsibility to any investor who directly or indirectly receives this material. 
The final investment decision must be made by the investor and the responsibility for the investment must be taken by the investor. 
Past performance should not be taken as an indication or guarantee of future performance. Unless otherwise attributed, forecasts of 
future performance represent analysts' estimates based on factors they consider relevant. Actual performance may vary. Consequently, 
no express or implied warranty can be made regarding future performance. 
MUMSS or any other company affiliated with MUFG or any of their directors, associates, connected parties and/or employees may deal 

MUMSS and/or its affiliate(s) may have holdings in other financial interests or other products issued by the companies named in this 
report. MUMSS and/or its affiliate(s) may have a short or long position in respect to these financial interests or other products. 

An officer (or officers) of MUMSS (member of the board, executive director or auditing officer as stipulated by the Company Act of 
Japan (Law no. 86 of 2005, as amended, the Company Act)) serve(s) as an officer (or officers) in Mitsubishi UFJ Financial Group, 
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in or otherwise have a financial interest in securities referred to in this report, or derivatives of such securities or other securities issued 
by companies mentioned in this report, for their own account or the accounts of others, may enter into transactions contrary to any 
recommendations contained herein, may act as market maker or may supply or seek to supply a wide range of financial services to the 
issuers of such securities or to their affiliates. In reviewing this report, an investor should be aware that any or all of the foregoing, 
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from dealing in the shares of MUFG for its own account. 
The securities referred to in this report may not be eligible for sale in all jurisdictions or to all categories of investors. This report is not 
directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, 
country or other jurisdiction where such distribution, publication, availability or use would be contrary to any law, regulation or rule. 
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("MUS(EMEA)"), a member of MUFG, contact number +44-207-628-5555. MUS(EMEA) is authorised by the Prudential Regulation 
Authority (“PRA”) and regulated by the Financial Conduct Authority (“FCA”) and PRA in the UK (FS Registration Number 124512). For 
the avoidance of doubt this report is prepared for a “professional client“ or “eligible counterparty” and not intended for a “retail client“ as 
those terms are defined in the FCA rules and should not be passed on to any such persons. This report may be distributed to 
professional investors (or equivalent) in other member states of the EEA by MUS(EMEA). This report has been prepared in accordance 
with MUS(EMEA)'s organisational and administrative arrangements for managing conflicts of interest. Such arrangements include 
policies which set out guidelines relating to the production of research including (but not limited to) restrictions on access to information, 
personal dealing and inducements. This report is not intended for distribution in Luxembourg. 
United States of America: This research report was prepared by Mitsubishi UFJ Morgan Stanley Securities Co., Ltd. (“MUMSS”), a 
company authorized to engage in securities activities in Japan. This report, when distributed within the United States, is distributed by 
MUFG Securities Americas Inc. ("MUSA"), a member of MUFG, contact number +1-212-405-7000. MUSA is registered with the United 
States Securities and Exchange Commission as a broker-dealer and is regulated by the Financial Industry Regulatory Authority 
("FINRA") (SEC# 8-43026; CRD# 19685). This report, when distributed by a non-US affiliate of MUSA from outside of the United States 
of America, is intended for distribution solely to “major U.S. institutional investors” pursuant to Rule 15a-6 under the U.S. Securities 
Exchange Act of 1934, as amended. 
Securities referenced in this report may have been underwritten by MUSA and/or its affiliates. "Nothing in this report should be 
considered an offer or solicitation of an offer to buy or sell securities or any other financial product or a commitment of any kind with 
respect to any transaction. MUSA accepts responsibility for the contents of this research report, subject to the terms set out below, to 
the extent that it is delivered to a U.S. person other than a major U.S. institutional investor. The analyst whose name appears in this 
research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA”) and may 
not be an associated person of MUSA and, therefore, may not be subject to applicable restrictions under FINRA Rules on 
communications with a subject company, public appearances and trading securities held by a research analyst account. FLOES™ is a 
service mark of MUSA.  
IRS Circular 230 Disclosure:  MUSA does not provide tax advice.  Accordingly, any discussion of U.S. tax matters included herein 
(including any attachments) is not intended or written to be used, and cannot be used, in connection with the promotion, marketing or 
recommendation by anyone not affiliated with MUSA of any of the matters addressed herein or for the purpose of avoiding U.S. 
tax-related penalties." 
Japan: This report, when distributed in Japan, is distributed by MUMSS, a member of MUFG, a Financial Services Agency registrant. 
Japanese equity transactions totaling JPY193,000 or less are subject to a maximum commission of JPY2,750 (tax included). Japanese 
equity transactions in excess of JPY193,000 are subject to a commission of up to 1.43% (tax included) of the transaction amount. 
No additional fees are charged on fixed income transactions, as the equivalent markup or markdown values are included in the quoted 
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Material on foreign equities is based on securities filings or other public information that, under the laws of the relevant country, would 
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not contain any ratings, investment opinions, or earnings forecasts by MUMSS. Figures in this material may defer from those in foreign 
securities disclosures owing to differences in the scope of available data or when the materials were prepared.    
The business activities of foreign securities mentioned in these materials are not disclosed under Japan's Financial Instruments and 
Exchange Act (unless any such company is subject to the stipulations of the Financial Instruments and Exchange Act). The information 
in these materials about the relevant foreign securities is based on disclosure rules of the countries where the main exchanges for the 
securities are located. 
Foreign equity transactions are subject to both local and domestic brokerage fees. The local brokerage fee is determined based on 
market conditions and local circumstances at the time, and the amount cannot be recorded in advance. For details, please contact the 
branch office through which you make your transactions. The domestic brokerage fee is up to 1.1% (including tax) of the contracted 
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