Labour shortages are weighing on activity Japan: economic indicators monthly changes

Japanese economic surveys are sending out mixed signals. On the positive side, the business condition

index from the Tankan survey improved from 8 in Q2 to 10 in Q3, driven by services: business 4 § § 8 8 8 2 % 8 o« X Q
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manufacturing PMI fell further into the contraction zone for the fourth consecutive month (-1 point to PMI- Services 06 041 02 05 08 10 14 12 08 08 09 08
48.5). As a result, the composite PMI dipped to 52.1 in September. The Economy Watchers Survey PMI Manufacturing . .. . .. Dom@ . .
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Japanese inflation fell slightly to 3.2% y/y in August (compared to 3.3% in the previous month). Food M Ma“”@:‘:::gjrcnoﬁ:gz::cr: D e _%":’3 _%'17 _%'47 _%"; _%'07 _%'19
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inflation). Conversely, energy deflation is intensifying (-9.8% y/y), subtracting, as a result, nearly 1 pp Private machinery order

from headline inflation. Core inflation, excluding fresh food and energy, continues to rise, up from Mot yeey 0.8 0.2 02y 0:670.270:8°0.00 0.3°70.27 0.1
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dollar is now close to USD/IPY 150, which is likely to fuel more imported inflation. Employment 06 02 -02 04 -02 -01 -02 -041 01 -01 00

The historic labour shortage represents a further challenge. The employment diffusion index from the Wage 16 18 16 10 09 07 09 16 14 13 15

Tankan survey dropped to -33 in Q3 and could reach -37 in Q4 according to the latest forecasts. If this o ] ]

were to happen, this would be the lowest level seen since 1991. At 2.7% in September, the 3 = ” 5 7 5 3

Unemployme nt rate remained stable and 0.5 pp above the 2.2% low posted in December 2019. Despite The Indicators are all transformed into "z-scores”, i.e. deviations from the long-term average value (expressed in standard deviation), the average of which is
: : ; fai [ ; R zero (except for the PMI/ISM indices where the average is 50, the threshold between the expansion zone and the contraction zone of the activity). Positive

the tight labour market, nominal wages are still not rising, and real wages remain in negative territory, (negative) values Indicate the number of Standard deviations above (below) the mean value.
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which fell year-on-year in August for the 6t consecutive month (-3.4% y/y), according to the monthly e

survey by the Ministry of Labour. GDP g"thh

Against this backdrop, we anticipate a slowdown in activity in Q3 (growth of 0.1% g/q after reaching Actual Carry-over Forecast Annual forecasts (y/y)
1.0% on average per quarter in H1), before a slight recovery in Q4 (0.3% q/q). However, favourable  ["32022 | Q42022 | Q12023 | Q22023 | Q4 2022 | Q32023 | Q42023 2022 (observed)] 2023 | 2024
carry-over effect in 2022 should keep growth at a relatively high level of 2.0% y/y for 2023 as a whole. 03 01 08 12 0.2 01 03 10 20 1
Guillaume Derrien (completed on 16 October 2023) Source: Refinitiv, BNP Paribas
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solicitation of any offer to purchase any financial instrument, nor shall © or any part of © nor the fact of its disributon form
the besisof, or be relied on, N connection with any contract or investment decision. Information and opinons contained in
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substtution for the exercise of judement by any recipient, are subject o change without notice. In prov ding this document,
BMPP does not offer inmvestment, financal, kegal, tax or any other type of advice to, nor has any fiduciary duties tow ards,
recipients Any reference to past performance is not indicative of future performance, which may be better or worse than
prior results Any hy pothetical, past performance simulationsare theresu k of estimatesmade by BMPFP, as of a given moment,
onthe bass of parameters, market conditions, and historical data selected by BNPP, and should not be used as guidance in
ary way, of future performance. To the fullest extent permitted by law, no BNPP group comparny accepts any labilioy
whatsoever (induding in neglgence) for any direct or consequential los arisng from any use of or relance on material
con@ined in this document even where advised of the possibilioy of such losses All estimates and opinions included in this
document are made & of the date of this document. Unless otherw s indicated in this document there & no intention to
updatethis document. BMPP may make a market in, or may, == principal or agent, buy or s=llsecuritiesof any issuer or person
menticned in this document or derivatives thereon. Prices, yields and other similar information induded in this document
are ncluded for information purposss however numerous factors will &ffect market pricdng & any partcular time, such
informaticn may be subject to rapid change and there is no certainty that transactions could be executed at any goecified
price. BNFP may have a financial nterest in any isuer or person mentioned in this document, inchluding a long or short
position in ther sscurities and/or options, futures or other derivative instruments based thereon, or vice versa. BMPP,
including its officers and employees may serv e or have served as an officer, director or in an advisory capacity for any person
mertionad in this document. BMPP may, from time to time solcit, paform or have performed mvestment banking,
underwriting or other sevices (including acting as adviser, manager, underwriter or lender) within the k&=t 12 months for any
person referred to in thisdocument. BNPP may be a party to an sgreement with any person relaing to the production of this
document. BMPP may to the extent permitted by law, have acted upon or used the information con@mined herein or in the
document, or the analysis on which it was based, before the document was publshed. BMPP may receive or intend to sesk
compensaion for investment banking services inthe ned three months from or in reltion to any paerson mentionsd inthis
document. Any person mentioned in ths document may have been provided with relevant sections of this document prior
to its publication in order to verify its factual accuracy.
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