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Japanese industrial production
strengthens as retail sales disappoint

March activity data was a mixed bag in Japan. Weak manufacturing
weighed on growth in the first quarter of the year, but we think that
consumption is likely to improve on the back of a healthy labour
market

Ginza, Tokyo
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Higher than expected

Despite a rebound for IP, manufacturing output contracted in
the first quarter

Industrial production saw stronger-than-expected gains at 3.8% month-on-month seasonally
adjusted in March (vs 3.3% market consensus). Even so, this isn't enough to fully offset the

Snap | 30 April 2024 1



THINK economic and financial analysis

declines of the previous two months (-0.6% in February, -6.7% in January). The comparison
contracted -5.3% three-month on three-month sa in March (vs 1.1% in December), and weak
manufacturing activity could have had a negative impact on first quarter GDP.

However, as production stoppages due to the safety scandal issue have normalised since March,
we believe that there could be a few more months of catch-up production. Production output
forecasts for April and May also rose 4.1% month-on-month sa and 4.4% each, which suggests
that the growth momentum in manufacturing activity is likely to continue in the second quarter.
By item, motor vehicle production rebounded 9.6% and electronic parts and devices also rose
9.2%.

Motor vehicle production sets to normalise over the next few
months
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Retail sales fell -1.2% MoM sa in March (vs 1.7% in February,
-0.2% market consensus)

Disappointingly, retail sales dropped more than expected in March, but February retail sales were
revised up to 1.7% from their previous 1.5%. Quarterly growth therefore improved from the
previous quarter. Service activity remained strong in the first quarter of the year, and overall
private consumption should positively contribute to GDP in that period. By item, motor vehicle
sales rebounded 2.5% after three months of decline. Food (0.6%) and fuel (5.7%) consumption also
rose sharply.

On the back of positive consumer sentiment and tight labour market conditions, we continue to
believe that household consumption should improve further in the current quarter.
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Retail sales improved in 1Q24
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Labour market conditions remain healthy in March

The unemployment rate remained at 2.6% for a second month, slightly shy of the maket
consensus of 2.5%. The job-to-application ratio rebounded for the first time in 17 months. We
believe the recovery of auto outputs and ongoing solid demand for services are both likely to
support healthy labour market conditions. Combined with the strong wage negotiation results, the
tight labour maket will boost private consumption and support sustained inflation.

GDP forecasts

Based on monthly activity and survey data, we expect first quarter GDP for 2024 to make a small
gain of 0.1% quarter-on-quarter sa (vs 0.1% in the final quarter of 2023) Manufacturing should be
the main drag for first quarter GDP but we expect to see solid recoveries in private spending and
investment. However, once auto production normalises over the next few months, growth is
expected to accelerate in the current quarter.
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR0O00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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