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TOKYO: Years after Japan made a cautious re-
covery from its long deflationary spell, the world’s
third-largest economy may be headed back into
a cycle of falling prices as the coronavirus
threatens a deep downturn and policymakers
struggle for options. A return to deflation would
be a blow to Prime Minister Shinzo Abe, who has
touted an end to stagnation as a key success of
his “Abenomics” stimulus
policies deployed in De-
cember 2012.

Analysts say the threat
is real with recent sharp
falls in oil costs weighing
on inflation, and the pan-
demic hitting an economy
already on the cusp of re-
cession. Yoshiki Shinke,
chief economist at Dai-
ichi Life Research Insti-
tute, expects core consumer prices to start falling
from April and quicken the pace of declines to-
ward year-end.

“The immediate hit to inflation will be from
slumping oil costs. But prices of other goods
could also fall on weak demand as the pandemic
hurts wage growth and jobs,” he said.

“It’s clear the pandemic will lead to a severe
economic downturn. That’s not good for the
price outlook.”

Core consumer prices will rise just 0.1 per-
cent year-on-year in the second and third quar-
ters of this year, before sliding 0.4 percent in the

October-December period, a Reuters poll of an-
alysts showed.

Japan’s long and troubled relationship with de-
flation set in after its banking crisis and recession
of the 1990s. Decades of weak demand and falling
prices entrenched stubborn consumer expecta-
tions that made it impossible for businesses to
raise costs and forced many into painful discount-

ing, even during later pe-
riods of economic
growth.

Those price cuts mean
firms have less money to
spend on wages and
equipment, which in turn
discourages household
consumption. Japan’s
consumer prices only
began to perk up in early
2013 after Abe reinvigo-

rated the economy with radical stimulus that
boosted sentiment and jobs. Annual core con-
sumer inflation hit 0.6 percent in February.

But now the pandemic threatens to derail the
benefits of those policies by hurting wages,
cooling consumption and forcing retailers to
consider job cuts. Already, prices of goods such
as beef and flowers are sliding as companies are
forced to cancel banquets held at the April start
of Japan’s fiscal year, analysts say. Japan’s Man-
ufacturing Purchasing Managers’ Index also
showed early signs of deflation. Input prices
contracted in March for the first time since 2016

while output charges fell the most in three-and-
a-half years, as firms passed through lower raw
material costs to clients. Policymakers, who up
until now had debated when to officially declare
victory in the war against deflation, now pri-
vately fret over the risk of a return to sustained
price falls.

“Our concern is that Japan may return to de-
flation. We can’t count on wage growth because
the question now is how to prevent job losses,” a
government official said. “Consumer prices may

start to fall. It’s not definite but there’s a risk.” That
view was echoed by a person familiar with central
bank thinking, who warned of the risk of cooling
business and household sentiment. Both officials
spoke on condition of anonymity as they were not
authorized to speak publicly. Unlike during the
global financial crisis, Japanese policymakers must
combat the risks with an almost empty tool-kit.
Abe said on Wednesday the government would
take necessary steps to ensure the country did not
return to deflation. —Reuters

Coronavirus threatens revival 
of Japan’s deflationary nemesis

Slumping oil costs, weak demand seen weighing on prices

TOKYO: People walk along a shopping precinct in Tokyo’s Ueno district. The world’s third-largest economy
may be headed back into a cycle of falling prices as the coronavirus threatens a deep downturn and policy-
makers struggle for options. —AFP

Coronavirus halts UK’s
housing market recovery
LONDON: Britain’s housing market is grinding to a halt after the
government’s shutdown of much of the economy, cutting short a
nascent recovery that saw prices rise at their strongest pace in
more than two years in March, mortgage lender Nationwide said.

Prices grew by 3.0 percent compared with March 2019, Nation-
wide said, their biggest rise since January 2018 and stronger than a
median forecast for a 2.0 percent increase in a Reuters poll of econ-
omists. “It is important to note that, while we use a full month’s worth
of data to generate the index, the cut-off point is slightly before the
end of the month,” said Robert Gardner, Nationwide’s chief econ-
omist. “This means that developments following the UK govern-
ment’s lockdown will not be reflected in these figures.”

As well ordering many companies to shut to slow the spread of
coronavirus, the government has urged people to avoid moving
house during the outbreak. “A lack of transactions will make gaug-
ing house price trends difficult in the coming months,” Gardner said.
“The medium-term outlook for the housing market is also highly
uncertain, where much will depend on the performance of the wider
economy.” —Reuters

US trade watchdog 
sues over $13bn
Altria-Juul vaping deal
NEW YORK: The US trade watchdog said Wednesday it had
sued Altria and Juul over a $12.8 billion e-cigarette deal which
allegedly breached antitrust laws. According to the Federal
Trade Commission (FTC), the companies made a string of
agreements that eliminated competition surrounding tobacco
giant Altria’s acquisition of a 35 percent stake in Juul, the once
high-flying vaping brand.

“For several years, Altria and Juul were competitors in the
market for closed-system e-cigarettes,” the FTC said in a
statement announcing it had filed an administrative complaint
against the pair.

“By the end of 2018, Altria orchestrated its exit from the e-
cigarette market and became Juul’s largest investor,” added
Ian Conner, from the FTC’s bureau of competition. 

“Altria and Juul turned from competitors to collaborators
by eliminating competition and sharing in Juul’s profits.” In late
January, Altria, the owner of Marlboro and other leading cig-
arette brands, slashed the value of its stake in Juul as the e-
cigarette company faced lawsuits and a regulatory crackdown.

Altria announced the $4.1 billion write-down on its Juul in-
vestment, which followed a similar move in October that
whacked $4.5 billion off the value on its books.

The tobacco giant announced the $12.8 billion deal for a 35
percent stake in Juul in December 2018, a time when Juul’s e-
cigarette business was seen as a promising venture to counter
weak demand for traditional tobacco products. But last year,
Washington DC and the state governments of California and
New York all sued Juul for targeting youngsters with its mar-
keting campaigns.

Vaping came under additional scrutiny last year because of
a health scare over cases of severe and sometimes deadly lung
ailments, although that was later linked to a substance used in
cannabis products. The FTC alleged that as competitors, Altria
and Juul monitored each other’s e-cigarette prices closely and
raced to innovate. 

According to the watchdog, Altria also leveraged its own-
ership of leading brands across tobacco categories to secure
favorable shelf space at retailers throughout the United States.

Altria said it would defend the Juul deal. “We believe that
our investment in Juul does not harm competition and that the
FTC misunderstood the facts,” Murray Garnick, Altria’s Exec-
utive Vice President and General Counsel, said in a statement
on the company’s website. 

“We are disappointed with the FTC’s decision, believe
we have a strong defense and will vigorously defend our
investment.” —AFP 
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