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Tokyo CPI for May: Progress passing higher costs to prices could increase 
inflation stickiness 
Tokyo core CPI (all items excluding fresh food) for May 2025 was +3.6% y/y, higher than the 
+3.4% reading in April and higher than the market median forecast of +3.5%. Core-core CPI (all 
items excluding fresh food and energy) was +3.3%, stronger than the +3.1% result for April. In his 
opening remarks at an international conference held on 27 May 2025, BOJ Governor Kazuo Ueda 
pointed out that Japan is, “Facing another supply shock in the form of rising food prices.” 
Currently, the impact of these supply shocks could increase the stickiness of inflation through 
progress passing on higher costs to prices. 
 
The factors that contributed to the stronger-than-expected reading were: (1) continued progress 
passing on higher costs to prices for food-related products and (2) progress passing on higher 
costs to general service prices amid rising input costs. 
 
Government subsidies for electricity and gas fees concluded in April 2025. These subsidies 
placed a roughly 0.16% drag on Tokyo CPI (all items) for April. Electricity and gas fees rose 
compared to the previous month, boosted by the dropping off of these subsidies. That said, 
electricity fees for May 2024 rose significantly from April of that year due to an increase in the unit 
price of the renewable energy surcharge. Including this base effect, the difference in the y/y 
contribution for electricity fees from April 2025 was -0.04% and the contribution difference for 
energy overall was -0.02%. As such, energy factors did not contribute to the current CPI rise. 
 
     
 

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: Price Levels for Electricity 

 
Source: MIC; compiled by Daiwa. 
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Confirmed widespread passing on of higher costs to goods/services prices; 
focus now on continuation of that trend 
Food prices (excl. fresh food) rose 6.9% y/y (+6.4% in Apr). Since July 2024, the y/y increase has 
continued to expand, but the rise in prices, which was initially centered on ingredients such as 
rice, has now shifted to processed products. Specifically, prices for processed food products such 
as cooked curry, cooking oil, and sushi (boxed lunches) rose in May. Also, even in the case of 
dining out, there was a 5.9% y/y increase (+5.7% in Apr). Items contributing to this increase 
included grilled chicken, soba noodles, and bowls of rice topped with beef.  
 
The passing on of higher costs to prices for these processed foods are expected to persist for 
now due to rising costs since the summer of 2024. However, fresh food prices in May fell 2.5% 
m/m, mainly due to fresh vegetables (-6.9%). In addition to declining prices for these fresh foods, 
the release of government stockpiles of rice is also expected to lower rice prices. So, the view 
that cost-push inflation will gradually subside and end-2025 core CPI will decline to around 2% 
remains unchanged. 
 
However, the trend of passing on higher costs to prices is spreading beyond food products. As for 
the recreation & culture-related services category, in addition to higher lodging fees, fees are 
rising for beauty salon treatments, golfing, and lessons (swimming, others). Indeed, prices for 
general services were +2.4% y/y (+2.2% in Apr). 
 
Overall, if this trend of passing higher costs to prices expands to an even wider range of items, 
we cannot rule out the possibility that cost-push pressures will become more entrenched. That 
said, there is also the possibility that cost-push pressures, particularly for food, could decline 
sharply due to the release of government stockpiles of rice. With prices subject to both upside 
and downside risks, the focus will be on how long the trend of passing on higher costs to prices 
will continue.  
 
Gov’t steps to combat high prices: Electricity/gas subsidies to place 0.3% 
drag on CPI in Aug-Oct 
The effects of the government’s new measures to combat high prices will be reflected in future 
CPI figures. On 27 May, the government held a meeting at its Comprehensive Response 
Headquarters for US Tariff Measures. Here, as part of its “Emergency Package in Response to 
US Tariff Measures,” the government decided to utilize contingency reserves to reduce 
electricity/gas fees for general households for the three-month period from July to September. 
This three-month subsidy period is based on the month of electricity/gas usage and is scheduled 
to be reflected in CPI based on the billing month. As a result, we can expect drags of about 0.27% 
for August and October 2025 CPI, along with a drag of roughly 0.33% for September 2025 CPI. 
 
Chart 3: Impact of Government’s Inflation Response on Nationwide Core CPI (incl. base effects) 

 
Source: MIC; compiled by Daiwa. 
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Release of stockpiled rice, rice price decline limited, but drag of about 0.2% on 
CPI  
Agriculture Minister Shinjiro Koizumi aims to reduce the price of rice, currently around Y4,300 per 
5kg, to a Y2,000-3,000 range. A decision was made to release 100,000 tons of rice produced in 
2021 and 200,000 tons of rice produced in 2022, for a total of 300,000 tons of stockpiled rice. 
This time, the government will sell directly to retailers through discretionary contracts, bypassing 
collection and wholesale. 
 
The three possible factors contributing to the current rise in rice prices are considered to be (1) 
Supply shortages due to unfavorable weather conditions causing poor harvests and distribution 
delays, (2) Increased demand due to growth in demand from tourists visiting Japan, and (3) 
Inability to pass on higher cost to prices since 2021. The Ministry of Agriculture, Forestry and 
Fisheries estimates the annual demand for rice used for staple foods at 6.74 million tons. The 
release of rice stockpiles will cover about 4.5% of domestic demand. 
 
Here, we want to consider the appropriate rice price based on the relative price difference with 
bread and noodles, which are also staple foods. Looking at the CPI trends for rice, bread, and 
noodles, there are now significant fluctuations in the price of rice. However, since 2010, the prices 
for rice, bread, and noodles generally trended around the same level (Chart 4). 
 
Assuming that the price for rice falls back to the same level as the price for bread and noodles, 
that would suggest a price drop of around 36% for rice, to around Y2,700 per 5kg. However, as of 
March 2025, private sector inventories stood at only 1.79 million tons, which is insufficient to 
cover the shortfall compared to past inventory levels (generally between 2.3 million and 2.6 
million tons) (Chart 5). Also, demand for rice among overseas tourists visiting Japan is at an all-
time high. As such, there is a possibility that the supply situation until now will not be enough to 
meet demand. Therefore, it is unlikely that rice prices will fall back to an appropriate level. 
 

Chart 4: Nationwide Price Indices for Rice, Bread, and Noodles 

 
Source: MIC; compiled by Daiwa. 

 Chart 5: Private Sector Inventories at end-Mar 

 
Source: Ministry of Agriculture, Forestry and Fisheries; compiled by Daiwa. 

 
If the release of stockpiled rice causes the “typical” price of rice to fall to around Y3,000, that 
would likely produce a drag of around 0.15% on the Tokyo core CPI. The Japanese CPI is 
calculated based on surveys conducted by researchers who visit major retailers and collect data 
on the sales prices of typical brands and specifications of goods. At this point, the products with 
the largest sales at each surveyed store, known as “typical products,” are selected for the survey. 
 
This means that even if the stockpiled rice is released at a price of Y2,000, as long as it does not 
become a “typical product,” its price will not be directly reflected in the CPI. Basically, changes for 
the prices of “typical products” are not reflected in CPI until the prices of other blended rice 
varieties are impacted according to the release of stockpiled rice. For that reason, the impact on 
consumer prices is expected to be relatively moderate. 
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However, falling rice prices would have a significant impact on the CPI going forward. Tokyo core 
CPI for May 2025 was +3.6% y/y. The contribution to this figure from rice was approximately 
0.47% (contribution to April’s nationwide CPI was approximately 0.6%), indicating that the surge 
in rice prices is having a significant impact on current prices. That said, even if rice prices remain 
unchanged going forward, the y/y rate of increase for the CPI will gradually decline (Chart 6). 
Also, if the typical rice price falls to around Y3,000, the y/y contribution to core CPI is expected to 
fall to roughly zero in September 2025. Depending on the extent to which the release of 
stockpiled rice pushes down prices, we should be mindful of the possibility that CPI may be 
pushed down rapidly due to drags from a decline in rice prices from June 2025 onwards. 
 

Chart 6: Price Level for Rice (in ward-area of Tokyo) 

 
Source: MIC; compiled by Daiwa. 

 Chart 7: Contribution (y/y) of Rice Prices to Tokyo Core CPI 

 
Source: MIC; compiled by Daiwa. 
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IMPORTANT 
 
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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