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Food price inflation has peaked but set to remain elevated 
February Tokyo-area CPI inflation was +1.8% y/y for the core and +2.5% for the core-core 
measure. While food price inflation looks to have peaked, the data also confirm cost pass-
throughs across a wide range of items. We expect food prices to continue falling versus peak 
levels, but we are concerned about the potential impact on Japan’s economy from the renewed 
emergence of Middle East risk. We estimate that a 50% rise in crude oil prices would push up 
Japan’s CPI by around 0.6ppt, suggesting upside risk to inflation. In this report, we review recent 
trends in food prices. 
 
According to the latest data from Teikoku Databank, companies plan to raise prices for a total of 
4,493 items in Jan-Jun 2026, versus more than 10,000 items at the same point last year. This 
suggests the pace of price hikes is slowing. 
 
Price hikes driven by higher labor costs are also on the rise, and now account for over 60% of the 
total. Meanwhile, hikes driven by energy and the weaker yen are at their lowest levels in recent 
years. 
 
     
 

No. of Food Items with Price Hikes 

 
Source: Teikoku Databank; compiled by Daiwa. 

 Reasons for Price Increases by Food Manufacturers 

 
Source: Teikoku Databank; compiled by Daiwa. 
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The corporate goods price index for beverages and food has recently flattened out. Over the 
longer term, it has moved broadly in line with the CPI food products category, suggesting that the 
latter is likely to remain elevated for some time. The import price index for beverages and foods 
and agriculture products for food, which we think leads food products in the CPI, had been 
trending lower but has recently turned upward. We therefore expect CPI food product prices to 
remain elevated for a while before gradually declining. That said, we would remain alert to the fact 
that food prices are susceptible to a confluence of factors. 
 
Price Trends of Food-related Items 

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

The services producer price index also shows a sustained uptrend for motor freight 
transportation. These service price indices reflect the impact of energy prices as well as higher 
labor costs. Since labor cost increases feed through to the services producer price index at a lag, 
services producer prices for motor freight transportation (agriculture, forestry & fishery and food 
products) are likely to continue rising. 
 

Services Producer Price Index 

 
Source: BOJ; compiled by Daiwa. 

 Scheduled Cash Earnings (transport and postal activities) 

 
Source: Ministry of Health, Labour and Welfare;  compiled by Daiwa. 

 
Rising crude oil prices also push up transportation and energy costs. If companies pass through 
these costs in addition to higher labor expenses, motor freight transportation prices are likely to 
rise further, adding more upward pressure on inflation. 
 
On transportation costs, a Tokyo Shoko Research survey on inflation and cost pass-throughs 
found that over 90% of transportation companies reported rising costs1. If higher crude oil prices 
push up transportation costs on top of rising labor expenses, the transportation industry will likely 
continue to face cost pressures. However, most transportation companies have only been able to 

 
1 Based on responses to the question, “Compared with a year earlier, by what percentage have your company’s total costs (COGS and 
SG&A) increased due to factors such as higher prices, rising labor costs, and yen depreciation?” 
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pass through less than half of total cost increases2. If costs (incl.  crude oil) continue to rise, 
transportation companies may have no choice but to raise prices further. 
 
Surging crude oil price could re-emerge as upside risk to inflation 
We would not discount the upside risks to inflation from renewed Middle East tensions given that 
surging crude oil prices feed through to consumer prices via import and corporate goods prices. 
 

Import Price Index (breakdown) 

 
Source: BOJ; compiled by Daiwa. 

 Corporate Goods Price Index (breakdown) 

 
Source: BOJ;  compiled by Daiwa. 

 
Two sources of uncertainty for the outlook have emerged: the US’s imposition of new additional 
tariffs following the recent Supreme Court ruling, and the Middle East situation. In a speech on 2 
March, Bank of Japan (BOJ) Deputy Governor Ryozo Himino noted that there are “many things 
that are difficult to assess” regarding how the Middle East situation will unfold, highlighting 
considerable uncertainty at this stage. We concur with Himino’s framing of higher crude oil prices 
and yen depreciation as “supply shocks,” and think the impact on prices is likely to prove 
temporary. 
 
Though food prices now appear to be past their peak, we expect them to be influenced by a 
confluence of factors including rising crude oil prices, FX movements, and higher labor costs. In 
particular, rising crude oil prices could feed through to food prices via higher transportation costs. 
We also expect companies to continue passing through rising labor costs, suggesting that cost 
pass-throughs will likely persist for some time. We continue to monitor inflation trends. 
 
 

 

 
2 Based on responses to the question, “What is your cost pass-through rate?” 
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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.  
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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 
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disclosures concerning individual companies. If you need more information on this matter, please contact the Research Production Department of Daiwa 
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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 
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 There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by our company.  
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