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CPI in ward-area of Tokyo (Apr): Catalyst for maintaining rate-hiking phase 
Tokyo CPI for April was released on 25 April. During his 16 April Sankei Shimbun interview, BOJ 
Governor Kazuo Ueda pointed out the risk that food prices could continue to rise more than 
expected. As such, the focus of the April Tokyo CPI is on the extent to which higher costs are 
shifted to prices at the start of the new fiscal year. This is also a key point to confirm as the BOJ 
prepares the price forecasts for its next Outlook Report (due out on 1 May). 
 
Tokyo core CPI (excluding fresh food) for April 2025 was +3.4% y/y, higher than the +2.4% 
reading in March and beating the market median forecast of +3.2%. We should note that the 
background for the significant increase in April’s y/y change from the previous month was largely 
due to policy factors. 
 
First, the effect of the Tokyo Metropolitan Government’s essentially free high school education 
program that started from April 2024 has dropped off. Indeed, this had the effect of pushing down 
core CPI by about 0.5% through March 2025. In addition, the impact of the reduction in 
government subsidies for electricity and gas fees in April 2025 has also been felt. The subsidized 
electricity and gas fees had a 0.3% depressing effect on the overall CPI in March 2025, but in 
April 2025, it had a smaller 0.16% depressing effect. 
 
However, prices are rising even when excluding these effects. In particular, prices for food 
(excluding fresh food) rose 6.4% y/y (+5.6% in Mar). There have been efforts to pass on higher 
costs to prices for a wide range of items, particularly dining out and rent (details provided below). 
 
Prices during the most recent period have clearly continued to rise more than expected. Under 
such circumstances, we can assume that the BOJ wants to curtail as much as possible any short-
term inflation well above 2%, given its concerns that, “Rising prices for food and other 
commodities will have a negative impact on the economy and prices as consumer confidence 
withers and consumption declines.”  
 
If the BOJ were to stress a dovish stance, speculators could unwind their largest ever yen-buying 
positions, which could result in rapid yen depreciation. Taking these points into consideration, the 
growing efforts to pass on higher costs to prices, as confirmed by the April Tokyo CPI, will be one 
of the reasons for the BOJ to stick to its policy of raising interest rates. 
 

https://drp.daiwa.co.jp/rp-daiwa/member/report/reportFile.do?research_id=1265421&report_type=html
https://drp.daiwa.co.jp/rp-daiwa/member/report/reportFile.do?research_id=1265421&report_type=html


 

- 2 - 
 

  
Economic Commentary  25 April 2025 

 

Higher-than-expected CPI on shifting costs to prices, rising rents  
The main factors for the higher-than-expected April Tokyo CPI were (1) accelerated price 
increases for dining out and processed foods against a backdrop of shifting higher costs to food 
and other prices and (2) sharper-than-expected rise for private housing rent. 
 
Price growth for food, excluding fresh food, was +6.4% y/y (+5.6% in Mar). Price increases for 
alcoholic beverages such as beer, wine (imported), and chuhai, as well as for processed food 
products such as frozen gyoza, pudding, and rice balls were noticeable. There have been 
growing efforts to pass on higher costs to prices for a wide range of food items. Prices for dining 
out was +5.7% y/y (+4.1% in Mar). The rise in prices for dining out was mainly due to the impact 
of Tokyo’s free school lunch program dropping off. However, higher prices for general dining out 
also expanded 5.7% y/y (+5.3% in Mar). The situation is such that price hikes for some food 
products are spreading to the prices of services such as eating out. 
 
Rice prices were +2.1% m/m (+7.4% in Mar). Even though these prices have continued rising, the 
release of government stockpiled rice has restrained further increases since April. The 
government has been paying particular attention to the soaring rice prices. Various measures 
have been taken, including the continuous release of stockpiled rice and changes to the rules for 
trading stockpiled rice. While it is unclear whether price levels will fall going forward, there will be 
no change to the storyline that the y/y price increase will gradually narrow. 
 
Also, the y/y growth for service prices grew a significant 2.0% (+0.8% in Mar). This growth is 
largely due to policy factors, as mentioned above. That said, in addition to higher prices for dining 
out, prices are also up for items that are seen as having relatively high labor cost inputs, such as 
medical bills (from +0.8% to +1.5% y/y) and supplementary education (from +3.4% to +3.9% y/y). 
The situation is such that labor costs are also being passed on to prices. 
 
 
 

Chart 1: Breakdown of Contributions to Core CPI (in ward-area 
of Tokyo) 

 
Source: Ministry of Internal Affairs and Communications (MIC); compiled by Daiwa. 

 Chart 2: Goods and Service Prices (in ward-area of Tokyo) 

 
Source: MIC; compiled by Daiwa. 

 
In addition, one factor that made the increase among service prices particularly noticeable was 
the higher-than-expected growth in rents. Private housing rent was +1.8% y/y (+1.1% in Mar), 
while rent for owner-occupied housing was +1.2% (+0.8% in Mar). In the Tokyo CPI, the 
combined weighting for rent accounts for about a quarter of the total CPI, so the impact of rent 
hikes on overall prices is significant. The fact that changes are occurring in rents, which 
traditionally have barely moved and so were seen as the “bedrock of prices,” is reassuring in 
terms of achieving the BOJ’s 2% price stability target. That said, at this juncture, rent growth is 
most pronounced in Tokyo, so we need to confirm whether or not this trend is spreading 
nationwide. 
 
In addition to free high school education starting in April 2025, the government will provide 
electricity subsidies from July to September (CPI to reflect downward pressure in Aug-Oct) and a 
phased reduction in fuel prices starting on 22 May. Tokyo made school education free before that 
policy was implemented nationwide, so this downward pressure will not be felt in the y/y change 
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for Tokyo CPI from April 2025. This means there will be a difference between the Tokyo CPI and 
the nationwide CPI in terms of prices in FY25 and FY26, due to the downward effect stemming 
from the free high school education. The CPI indicators to be released in the future will also need 
to be evaluated in light of the impact of these government policy measures. 
 
The Tokyo April CPI indicated price increases for a wide range of items. Higher food material 
costs were passed on to prices, while higher labor costs were passed on to various service 
prices. The current upward trend for prices will be one of the reasons for the BOJ to maintain its 
current rate-hiking phase at its May Monetary Policy Board meeting. We expect nationwide core 
CPI of +3.2% y/y in April (+3.2% in Mar). 
 

Chart 3: Private Housing Rent (in ward-area of Tokyo) 

 
Source: MIC; compiled by Daiwa. 

 Chart 4: Impact of Government’s Inflation Response on 
Nationwide Core CPI (incl. base effects) 

 
Source: MIC; compiled by Daiwa. 
Note: Simulation assumes Mar 2025 electricity/gas bill subsidies continue in Jul-Sep 2025. 
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This report is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be 
made at your own discretion and risk. Content herein is based on information available at the time the report was prepared and may be amended or otherwise 
changed in the future without notice. We make no representations as to the accuracy or completeness. Daiwa Securities Co. Ltd. retains all rights related to the 
content of this report, which may not be redistributed or otherwise transmitted without prior consent.  
 
Ratings 
Issues are rated 1, 2, 3, 4, or 5 as follows: 
1: Outperform TOPIX/benchmark index by more than 15% over the next 12 months. 
2: Outperform TOPIX/benchmark index by 5-15% over the next 12 months. 
3: Out/underperform TOPIX/benchmark index by less than 5% over the next 12 months. 
4: Underperform TOPIX/benchmark index by 5-15% over the next 12 months. 
5: Underperform TOPIX/benchmark index by more than 15% over the next 12 months. 
 
Benchmark index: TOPIX for Japan, S&P 500 for US, STOXX Europe 600 for Europe, HSI for Hong Kong, STI for Singapore, KOSPI for Korea, TWII for 
Taiwan, and S&P/ASX 200 for Australia. 
 
Target Prices 
Daiwa Securities Co. Ltd. sets target prices based on its analysts’ earnings estimates for subject companies. Risks to target prices include, but are not limited 
to, unexpected significant changes in subject companies’ earnings trends and the macroeconomic environment. 
 
Disclosures related to Daiwa Securities 
Please refer to https://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/e_disclaimer.pdf for information on conflicts of interest for Daiwa Securities, securities 
held by Daiwa Securities, companies for which Daiwa Securities or foreign affiliates of Daiwa Securities Group have acted as a lead underwriter, and other 
disclosures concerning individual companies. If you need more information on this matter, please contact the Research Production Department of Daiwa 
Securities. 
 
Explanatory Document of Unregistered Credit Ratings 
This report may use credit ratings assigned by rating agencies that are not registered with Japan’s Financial Services Agency pursuant to Article 66, Paragraph 
27 of the Financial Instruments and Exchange Act. Please review the relevant disclaimer regarding credit ratings issued by such agencies at:  
https://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/credit_ratings.pdf. If you need more information on this matter, please contact the Research 
Production Department of Daiwa Securities. 
 
 
Notification items pursuant to Article 37 of the Financial Instruments and Exchange Law 
(This Notification is only applicable to where report is distributed by Daiwa Securities Co. Ltd.)    
If you decide to enter into a business arrangement with our company based on the information described in this report, we ask you to pay close attention to the 
following items.  
 
 In addition to the purchase price of a financial instrument, our company will collect a trading commission* for each transaction as agreed beforehand with 

you. Since commissions may be included in the purchase price or may not be charged for certain transactions, we recommend that you confirm the 
commission for each transaction. In some cases, our company also may charge a maximum of ¥2 million per year as a standing proxy fee for our deposit of 
your securities, if you are a non-resident.  
 For derivative and margin transactions etc., our company may require collateral or margin requirements in accordance with an agreement made beforehand 

with you. Ordinarily in such cases, the amount of the transaction will be in excess of the required collateral or margin requirements**.  
 There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest 

rates, exchange rates, stock prices, real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could 
exceed the amount of the collateral or margin requirements.  
 There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by our company.  
 Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as 

certified public accountants.  
 
* The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current 
market conditions and the content of each transaction etc. 
** The ratio of margin requirements etc. to the amount of the transaction cannot be stated here in advance because it will be determined between our company 
and you based on current market conditions and the content of each transaction etc.  
 
When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take 
responsibility for your own decisions regarding the signing of the agreement with our company. 
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