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Japan’s industrial production growing firmly even
under the Declaration of a State of Emergency

Information-related goods and capital goods are the drivers of growth

Daichi Kawabata, Economist, Economic Research Department

Service industries that entail inter-personal contact (food services, accommodations, travel/transportation,
and entertainment) have been suffering in the wake of the second declaration of a state of emergency in Japan as
issued on January 8, 2021. Meanwhile, production activities in the manufacturing sector are expected to grow
firmly between January and March, unlike such activities after the first declaration of a state of emergency in

Japan (Chart).
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IT-related equipment, such as personal computers,
peripheral devices, and tablet terminals, as well as
demand for semiconductors, which are required for
manufacturing such equipment, has been boosting
production.

Moreover, increased capital goods exports, as a result of the recovery of capital investment, and housing
investment mainly in China and the U.S., are also serving as positive factors for production. In China, where the
state of COVID-19 infections has been relatively calm, capital investment has recovered faster than other

countries. In the U.S., the trend to buy homes in the suburbs has been accelerating with the expansion of
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telecommuting, leading to an increase in demand for construction machinery while serving as a positive factor
for Japan’s exports and for the production of construction machinery. Additional positive factors include
increasing investment in unstaffed services for infection prevention.

As described above, the manufacturing sector is expected to grow firmly even under Japan’s second
declaration of a state of emergency, in sharp contrast to service industries. Such a bipolarization trend is expected

to continue until vaccines roll out and restrictions on interpersonal, face-to-face contact are lifted.
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