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Fiscal policy options up for debate 
Following Sanae Takaichi's appointment as LDP president, the market expects the 
Japanese government to adopt expansionary fiscal policies; however, considerable 
uncertainty remains about the specifics of the policies up for debate, as well as the 
extent of the fiscal expansion. In this report, we draw on previous inter-party discussions 
and Takaichi's campaign promises to sum up the fiscal policy options that are on the 
table and where future discussions will focus. 

Supplementary budget may edge up vs. FY24 
Discussions on the FY25 supplementary budget, which will begin immediately after the 
new cabinet takes over, will likely focus on gasoline subsidies until the provisional 
gasoline tax is scrapped, local government grants, and investments in infrastructure and 
national security area. However, most of these (apart from gasoline tax subsidies) have 
been heavily funded in the past few years' budgets, and we therefore expect the FY25 
supplementary budget to be only slightly larger than FY24's. 

Bigger focus on tax reform discussion 
Discussions on FY26 changes to Japan's tax system will likely focus on the Democratic 
Party for the People's (DPFP) calls for an increase in basic income tax deduction and the 
Japan Innovation Party's (JIP) demands for cuts to social insurance premiums. We also 
expect the debate on refundable tax credits to move ahead, but a conclusion is unlikely 
in the near term. We also expect discussions on raising defense spending and lowering 
the consumption tax to begin only in 2026. 

Manageable impact from individual policies; combination 
could widen fiscal deficit 
If only one of the fiscal measures is implemented or a few of them are implemented 
over time, we doubt that they would materially increase Japan’s fiscal deficit, and would 
expect them to be offset by annual growth in tax revenues. However, the combination of 
these measures in a short period of time could widen the fiscal deficit. Key to watch is 
LDP leaders' and opposition parties' positions on fiscal spending from this autumn. 

Exhibit 1: Fiscal policy options up for debate from this autumn 
Summary of fiscal policy measures that Japanese government is expected to discuss from this autumn 

  
Expected 

budget size 
Expected time of 
implementation 

LDP 
(Takaichi) CDP JIP DPP 

1) Scrap provisional gasoline tax 1.5tn within 2025 ✓ ✓ ✓ ✓ 
2) Expand local government grants ~3tn within 2025 ✓ - - - 
3) Increase basic income tax deduction ~7tn FY2026? ✓ - - ✓ 
4) Cut social insurance premiums 4-5tn FY2026? - - ✓ - 
5) Increase defense spending 6tn~ FY2027 onward ✓ - - - 
6) Refundable tax credits ~5tn takes multi years ✓ ✓ ✓ ✓ 
7) Cut consumption tax 3-5tn takes multi years - ✓ ✓ ✓ 

Source: BofA Global Research, based on their election promises. *✓ shows that the party pushes the policy measure. 
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Shift to procyclical fiscal policy, but scale unclear 
Takaichi, who was elected LDP president on 4 October, is a well-known advocate of 
procyclical fiscal policy (see Takaichi elected LDP president: Policy and market 
implications 05 October). The market therefore expects a rise in government spending, 
but there is considerable uncertainty about which policies are likely to be implemented. 
We will be monitoring fiscal policy negotiations between the political parties, which will 
ramp up in earnest after the upcoming prime ministerial election (Exhibit 2) 

Exhibit 2: Timeline of the fiscal debate in prior year 
Inter-party fiscal policy negotiations will ramp up in earnest after the prime ministerial election 

 
Source: BofA Global Research 

BofA GLOBAL RESEARCH 

Policy options up for debate 
Based on Takaichi's LDP leadership election promises and major opposition parties' 
policy platforms for the July Upper House election, we summarize below the fiscal policy 
options that are likely to feature in future discussions, and where the debate on them 
stands at this point (Exhibit 1). 

1) Scrap provisional gasoline tax 
The ruling and major opposition parties are likely to agree on scrapping the provisional 
gasoline tax within 2025, resulting in an annual tax cut of ¥1.5tn (0.2% of GDP; see 
Another tax cut: Rising chance of gasoline tax cut from Apr ‘26 17 July). However, the 
ruling coalition and opposition disagree about how to offset the resulting decline in tax 
revenue, with the LDP aiming to secure funding by raising corporate tax, taxation on 
financial income, and automobile taxes. Tax reforms would likely take effect from April 
2026, but Takaichi has indicated her intention of using subsidies to lower prices until 
March, suggesting that the subsidies will likely be included in the supplementary budget. 

2) Expand local government grants 
Takaichi has advocated expanding local government grants to immediately address 
inflation. Depending on region, these could be used for SME or farming sector subsidies 
or to fund cash transfers to low-income households. While the amount involved is 
unclear, we estimate around ¥3tn (0.5% of GDP) based on the LDP's pledges during the 
Upper House campaign. However, the FY24 supplementary budget under the Ishiba 
administration also included ¥1.7tn for this item, and only the excess versus this figure 
would represent additional fiscal spending. 

3) Increase basic income tax deduction 
The DPFP has for some time advocated increasing the basic income tax deduction, and 
discussed it with the LDP-Komeito coalition during last year's budget negotiations (see 
Fiscal policy debates deadlocked under minority government 23 December 2024). In 
December 2024, the coalition and DPFP agreed to raise the annual income barrier, a 
policy which Takaichi also supports. 

Last year, the DPFP argued for a ¥7.6tn tax cut (1.2% of GDP), but the actual figure was 
ultimately only around ¥1.2tn (see Amended FY25 budget should not require more JGB 
issuance 27 February). The DPFP is likely to advocate a similar figure in 2025, and the 
focus will be how much of the implied additional ¥6.4tn cut (1.0% of GDP) the LDP is 
prepared to accept. 
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4) Cut social insurance premiums 
The JIP is pushing for cuts to social insurance payments, and has cited agreement on 
this and its "vision for the second capital" (in which Osaka would supplement Tokyo as 
Japan's second city) as conditions for joining the LDP-Komeito coalition. In its Upper 
House election manifesto, the JIP claimed that social insurance reforms could reduce 
annual healthcare costs by ¥4tn, which it would use to fund cuts in working households' 
social insurance premiums. The additional fiscal cost would depend on how much 
medical costs fell, but assuming the government targeted only a reduction in social 
insurance premiums, this would reduce tax revenue by up to ¥4tn (0.6% of GDP). 

5) Increase defense spending 
The US is demanding that Japan increase its defense spending from the current 2% of 
GDP to 3%, and Takaichi has also indicated that she favors spending more on defense (a 
1ppt increase would equate to ¥6.4tn). However, we think discussions on increasing 
spending are unlikely to make much headway during this year's budget discussions. 
Given the ongoing Defense Buildup Program for the five years through FY27, we doubt 
that any discussions on moving up an increase in spending will take place until autumn 
2026 at the earliest (see Defense spending back in spotlight 10 March). Meanwhile, the 
government already plans to raise the corporate tax rate by 4ppt from April 2026 to fund 
the previous increase in defense spending. 

6) Refundable tax credits 
Refundable tax credits were the main pillars of Takaichi's leadership campaign promises, 
but they were already part of the Constitutional Democratic Party of Japan's (CDP) 
platform in the Upper House race and the subject of recent discussions between the 
LDP-Komeito coalition and CDP. The CDP's most recent proposal is budgeted at roughly 
¥3.6tn (0.6% of GDP). However, we think it would take at least a few years to structure 
the scheme, and Takaichi has also stated that it will not be possible to implement it in 
2025-26. We expect deliberations to continue, but see an impact on the fiscal balance as 
unlikely over the next several years. 

7) Cut consumption tax 
All the major opposition parties included consumption tax cuts in their Upper House 
election promises and Takaichi also advocated them in May, but she took a more 
cautious position during the LDP leadership race on the grounds that a cut would have 
little immediate effect. Eliminating the consumption tax only for food would reduce tax 
revenue by ¥2tn-5tn (0.3-0.8% of GDP), but we see a full-blown debate on the subject as 
part of this autumn's tax system negotiations as unlikely (see Consumption tax cut FAQs: 
Easier said than done 28 May). Major opposition parties have also recently toned down 
their rhetoric on consumption tax cuts. 

Near-term focus: Supplementary budget could edge up 
Discussions on the FY25 supplementary budget will begin immediately after a new PM is 
elected; we expect it to mainly feature gasoline tax subsidies and an increase in local 
government grants. As per budgets through last year, we think another main component 
will be investments in infrastructure and the area of national security (including 
semiconductors). However, most of these (apart from gasoline tax subsidies) have been 
heavily funded in the past few years' budgets. Despite considerable uncertainty at this 
point, we therefore expect the FY25 supplementary budget to be only slightly larger than 
FY24's ¥13.9tn (for the general account). 

https://research1.ml.com/C?q=oXBvcabrFiXrj4bMRvMViQ
https://research1.ml.com/C?q=ABRk134tvUvrj4bMRvMViQ
https://research1.ml.com/C?q=ABRk134tvUvrj4bMRvMViQ
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Exhibit 3: Past economic stimulus measures (¥tn) 
The size of FY24 supplementary budget was ¥13.9tn 

 
Source: BofA Merrill Lynch Global Research, CAO, MoF, Nikkei QUICK  

BofA GLOBAL RESEARCH 
 

 Exhibit 4: Expenditure breakdown of FY24 supplementary budget 
Local government grants, and investments in infrastructure and the national 
security field were also heavily funded in prior year’s supplementary budget 

Expenditure breakdown Budget size (¥tn) 
1) Growth strategy 5.8  
- Building environment for wage growth 0.9  
- Regional revitalization 1.8  
 (of which local government grants) 0.8  
- Industry promotion 3.0  
2) Anti-inflation measures 3.4  
- Local government grants 1.1  
- Energy subsidies (electricity, gas, gasoline) 1.4  
3) Securing safety 4.8  
- Restoring from disasters 0.7  
- Infrastructure investment 2.0  
- Diplomatic policy, national security 1.4  
Total 13.9  

Source: BofA Global Research, Cabinet Office 
BofA GLOBAL RESEARCH 

 

 

Bigger focus is tax reform debate 
FY26 tax system reforms and inter-party discussions on Japan's longer-term tax regime 
will be more important in gauging the scale of procyclical fiscal policy under Takaichi’s 
leadership. With the ruling coalition continuing to govern as a minority, the key factor in 
the fiscal balance outlook from FY26 will be to what extent it accepts the DPFP's 
proposal to lift the basic income tax deduction (which would reduce tax revenue by up to 
¥7tn) and/or the JIP's proposed reduction in social insurance premiums (up to ¥4tn). 

Elsewhere, refundable tax credits and higher defense spending would have a major 
impact if implemented, but we see the debate as unlikely to make much headway over 
the next six months and expect little immediate fiscal impact. 

Manageable impact from individual policies; package 
would widen fiscal deficit 
If the government were to go ahead with the maximum proposed increase in the basic 
income tax deduction without securing offsetting sources of funding, we estimate a 
roughly 1ppt increase in the annual budget deficit as a percentage of GDP (1.2ppt 
including the gasoline tax cut). The IMF's fiscal balance forecast (as of April) posits an 
increase in deficit from 3.1% of GDP now to around 4.3% in 2026 (Exhibit 5). 

However, this would not make Japan an outlier versus other major developed nations 
that are adopting increasingly procyclical fiscal policy. Japan’s tax revenues from 
consumption, income, and corporate taxes have risen over the past several years due to 
inflation, wage hikes, and the boost to corporate earnings from the weaker yen, 
increasing overall government tax receipts by around ¥3tn on average per year. If any of 
the above multi-trillion yen tax cuts or fiscal policy measures were implemented 
individually or over time, growth in tax revenue over the next several years (assuming 
inflation continues) would offset most of the negative impact on government finances. 

The greatest risk is that the government opts to bring in several of these policy options 
in a short space of time, resulting in a drastic increase in budget deficit as tax revenue 
growth fails to offset the impact. While we do not see this as a significant risk at this 
point, we will be watching LDP leaders' and opposition parties' positions on fiscal 
spending from this autumn. 
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Exhibit 5: Fiscal balance (% of GDP, IMF estimate) 
Japan’s fiscal deficit has recently been contained relative to other DMs 

 
Source: BofA Global Research, IMF Fiscal Monitor in April 2025 *Advanced Economies  

BofA GLOBAL RESEARCH 
 

 Exhibit 6: Central government’s tax revenue (JPYtn, FY) 
Government tax revenue has increased by around ¥3tn on average per year 

 
Source: BofA Global Research, MoF  

BofA GLOBAL RESEARCH 
  

Exhibit 7: Takaichi's policy proposals and key comments 
She advocates an expansionary fiscal stance and stronger efforts in national security, while remaining 
cautious about BoJ’s rate hikes 

Policy area Main proposals 

Fiscal policy/tax cuts 
"Responsibly aggressive" fiscal policy, will issue deficit-financing bonds if 
necessary 

  Scrap provisional gasoline/diesel taxes 
  Consider "tax deduction with cash transfers" 

  
Supports raising "annual income barrier" (=minimum income subject to income 
tax) 

  
Not rule out consumption tax cut on food, but prioritizing other policies given 
lack of immediate implementation 

  Expand cash transfer to local governments to support households 

Monetary policy 
Government responsible for fiscal and monetary policy while BoJ decides 
monetary policy measures 

  Close dialogue with BoJ aimed at "demand-pull" rather than "cost-push" inflation 

Industrial policy 
Expand tax incentives/subsidies to protect SMEs/small business owners, 
encourage wage hikes/capex 

  Aggressively invest in growth areas essential to economic security 
  Make start-up tax cuts permanent 
Energy policy Restart nuclear power plants 
  Quickly introduce innovative next-generation reactors/fusion reactors 
Foreign policy Comply with Japan-US agreement, continue robust debate on investments in US 

  
Enhance US-Japan relation, stronger relationships with Korea, Australia and 
Philippines, expand CPTPP membership 

Defense/national security No specific defense spending targets (as % of GDP) at this point 

  
Will revise Japan's national security/defense strategy and defense buildup 
program 

  
Develop technology/personnel capable of responding to sophisticated 
cyberattacks 

  Establish "national intelligence agency", begin work on anti-espionage law 
  Strengthen food security, promote agricultural/food exports 
  Develop backup for Tokyo's crisis management functions 
Social security policy Support for generation affected by 1990s-2000s job market "ice age" 

  
Support for low-income households 
Earlier revision of medical/nursing care fees to reflect inflation/wage hikes 

Policy on foreign nationals Stricter controls on foreign investment in Japan 

  
Strengthen centralized administrative function to respond to issues involving 
foreign nationals 

  Step up response to visa overstayers, consider restrictions on land purchases 
Party politics Keen to expand coalition to include parties that share same basic views 
  Opposes dissolving Lower House in near future 
  Involvement in political funding issue will not affect choice of cabinet members 

Source: LDP, media reports  
BofA GLOBAL RESEARCH 

-14

-12

-10

-8

-6

-4

-2

0

Japan
US
UK
Euro
AE* average

0

10

20

30

40

50

60

70

80

90

00 02 04 06 08 10 12 14 16 18 20 22 24

Consumption tax Income tax
Corporate tax Other tax
Tax revenue Intial budget



 
 

6 Japan Viewpoint | 09 October 2025  
 

 

              
Disclosures 
Important Disclosures  
             
 
BofA Global Research personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall profitability of Bank of America 
Corporation, including profits derived from investment banking. The analyst(s) responsible for this report may also receive compensation based upon, among other factors, the overall 
profitability of the Bank’s sales and trading businesses relating to the class of securities or financial instruments for which such analyst is responsible.  
 

Other Important Disclosures 
Prices are indicative and for information purposes only. Except as otherwise stated in the report, for any recommendation in relation to an equity security, the price referenced is the publicly 
traded price of the security as of close of business on the day prior to the date of the report or, if the report is published during intraday trading, the price referenced is indicative of the traded 
price as of the date and time of the report and in relation to a debt security (including equity preferred and CDS), prices are indicative as of the date and time of the report and are from various 
sources including BofA Securities trading desks. 
The date and time of completion of the production of any recommendation in this report shall be the date and time of dissemination of this report as recorded in the report timestamp. 
 
Recipients who are not institutional investors or market professionals should seek the advice of their independent financial advisor before considering information in this report in connection 
with any investment decision, or for a necessary explanation of its contents. 
Officers of BofAS or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related investments. 
Individuals identified as economists do not function as research analysts under U.S. law and reports prepared by them are not research reports under applicable U.S. rules and regulations. 
Macroeconomic analysis is considered investment research for purposes of distribution in the U.K. under the rules of the Financial Conduct Authority. 
Refer to BofA Global Research policies relating to conflicts of interest. 
"BofA Securities" includes BofA Securities, Inc. ("BofAS") and its affiliates. Investors should contact their BofA Securities representative or Merrill Global Wealth Management 
financial advisor if they have questions concerning this report or concerning the appropriateness of any investment idea described herein for such investor. "BofA Securities" is a 
global brand for BofA Global Research. 
Information relating to Non-US affiliates of BofA Securities and Distribution of Affiliate Research Reports: 
BofAS and/or Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") may in the future distribute, information of the following non-US affiliates in the US (short name: legal name, 
regulator): Merrill Lynch (South Africa): Merrill Lynch South Africa (Pty) Ltd., regulated by the Financial Sector Conduct Authority; MLI (UK): Merrill Lynch International, regulated by the Financial 
Conduct Authority (FCA) and the Prudential Regulation Authority (PRA); BofASE (France): BofA Securities Europe SA is authorized by the Autorité de Contrôle Prudentiel et de Résolution (ACPR) 
and regulated by the ACPR and the Autorité des Marchés Financiers (AMF). BofA Securities Europe SA (“BofASE") with registered address at 51, rue La Boétie, 75008 Paris is registered under no 
842 602 690 RCS Paris. In accordance with the provisions of French Code Monétaire et Financier (Monetary and Financial Code), BofASE is an établissement de crédit et d'investissement (credit 
and investment institution) that is authorised and supervised by the European Central Bank and the Autorité de Contrôle Prudentiel et de Résolution (ACPR) and regulated by the ACPR and the 
Autorité des Marchés Financiers. BofASE's share capital can be found at www.bofaml.com/BofASEdisclaimer; BofA Europe (Milan): Bank of America Europe Designated Activity Company, Milan 
Branch, regulated by the Bank of Italy, the European Central Bank (ECB) and the Central Bank of Ireland (CBI); BofA Europe (Frankfurt): Bank of America Europe Designated Activity Company, 
Frankfurt Branch regulated by BaFin, the ECB and the CBI; BofA Europe (Madrid): Bank of America Europe Designated Activity Company, Sucursal en España, regulated by the Bank of Spain, the 
ECB and the CBI; Merrill Lynch (Australia): Merrill Lynch Equities (Australia) Limited, regulated by the Australian Securities and Investments Commission; Merrill Lynch (Hong Kong): Merrill Lynch 
(Asia Pacific) Limited, regulated by the Hong Kong Securities and Futures Commission (HKSFC); Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte Ltd, regulated by the Monetary Authority 
of Singapore (MAS); Merrill Lynch (Canada): Merrill Lynch Canada Inc, regulated by the Canadian Investment Regulatory Organization; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa 
de Bolsa, regulated by the Comisión Nacional Bancaria y de Valores; BofAS Japan: BofA Securities Japan Co., Ltd., regulated by the Financial Services Agency; Merrill Lynch (Seoul): Merrill Lynch 
International, LLC Seoul Branch, regulated by the Financial Supervisory Service; Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd., regulated by the Securities and Futures Bureau; 
BofAS India: BofA Securities India Limited, regulated by the Securities and Exchange Board of India (SEBI); Merrill Lynch (Israel): Merrill Lynch Israel Limited, regulated by Israel Securities 
Authority; Merrill Lynch (DIFC): Merrill Lynch International (DIFC Branch), regulated by the Dubai Financial Services Authority (DFSA); Merrill Lynch (Brazil): Merrill Lynch S.A. Corretora de Títulos e 
Valores Mobiliários, regulated by Comissão de Valores Mobiliários; Merrill Lynch KSA Company: Merrill Lynch Kingdom of Saudi Arabia Company, regulated by the Capital Market Authority. 
This information: has been approved for publication and is distributed in the United Kingdom (UK) to professional clients and eligible counterparties (as each is defined in the rules of the FCA 
and the PRA) by MLI (UK), which is authorized by the PRA and regulated by the FCA and the PRA - details about the extent of our regulation by the FCA and PRA are available from us on request; 
has been approved for publication and is distributed in the European Economic Area (EEA) by BofASE (France), which is authorized by the ACPR and regulated by the ACPR and the AMF; has 
been considered and distributed in Japan by BofAS Japan, a registered securities dealer under the Financial Instruments and Exchange Act in Japan, or its permitted affiliates; is issued and 
distributed in Hong Kong by Merrill Lynch (Hong Kong) which is regulated by HKSFC; is issued and distributed in Taiwan by Merrill Lynch (Taiwan); is issued and distributed in India by BofAS 
India; and is issued and distributed in Singapore to institutional investors and/or accredited investors (each as defined under the Financial Advisers Regulations) by Merrill Lynch (Singapore) 
(Company Registration No 198602883D). Merrill Lynch (Singapore) is regulated by MAS. Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 795), AFS License 235132 (MLEA) distributes 
this information in Australia only to 'Wholesale' clients as defined by s.761G of the Corporations Act 2001. With the exception of Bank of America N.A., Australia Branch, neither MLEA nor any of 
its affiliates involved in preparing this information is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential Regulation Authority. No 
approval is required for publication or distribution of this information in Brazil and its local distribution is by Merrill Lynch (Brazil) in accordance with applicable regulations. Merrill Lynch (DIFC) is 
authorized and regulated by the DFSA. Information prepared and issued by Merrill Lynch (DIFC) is done so in accordance with the requirements of the DFSA conduct of business rules. BofA 
Europe (Frankfurt) distributes this information in Germany and is regulated by BaFin, the ECB and the CBI. BofA Securities entities, including BofA Europe and BofASE (France), may 
outsource/delegate the marketing and/or provision of certain research services or aspects of research services to other branches or members of the BofA Securities group. You may be contacted 
by a different BofA Securities entity acting for and on behalf of your service provider where permitted by applicable law. This does not change your service provider. Please refer to the Electronic 
Communications Disclaimers for further information. 
This information has been prepared and issued by BofAS and/or one or more of its non-US affiliates. The author(s) of this information may not be licensed to carry on regulated activities in your 
jurisdiction and, if not licensed, do not hold themselves out as being able to do so. BofAS and/or MLPF&S is the distributor of this information in the US and accepts full responsibility for 
information distributed to BofAS and/or MLPF&S clients in the US by its non-US affiliates. Any US person receiving this information and wishing to effect any transaction in any security 
discussed herein should do so through BofAS and/or MLPF&S and not such foreign affiliates. Hong Kong recipients of this information should contact Merrill Lynch (Asia Pacific) Limited in 
respect of any matters relating to dealing in securities or provision of specific advice on securities or any other matters arising from, or in connection with, this information. Singapore recipients 
of this information should contact Merrill Lynch (Singapore) Pte Ltd in respect of any matters arising from, or in connection with, this information. For clients that are not accredited investors, 
expert investors or institutional investors Merrill Lynch (Singapore) Pte Ltd accepts full responsibility for the contents of this information distributed to such clients in Singapore. 
General Investment Related Disclosures: 
Taiwan Readers: Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any securities or other financial instrument. No part of 
this report may be used or reproduced or quoted in any manner whatsoever in Taiwan by the press or any other person without the express written consent of BofA Securities. 
This document provides general information only, and has been prepared for, and is intended for general distribution to, BofA Securities clients. Neither the information nor any opinion 
expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g., options, 
futures, warrants, and contracts for differences). This document is not intended to provide personal investment advice and it does not take into account the specific investment objectives, 
financial situation and the particular needs of, and is not directed to, any specific person(s). This document and its content do not constitute, and should not be considered to constitute, 

https://rsch.baml.com/coi
http://www.bofaml.com/BofASEdisclaimer
http://www.bankofamerica.com/emaildisclaimer
http://www.bankofamerica.com/emaildisclaimer


 
 

 Japan Viewpoint | 09 October 2025    7 
 

 

investment advice for purposes of ERISA, the US tax code, the Investment Advisers Act or otherwise. Investors should seek financial advice regarding the appropriateness of investing in financial 
instruments and implementing investment strategies discussed or recommended in this document and should understand that statements regarding future prospects may not be realized. Any 
decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the prospectus or other offering 
document issued in connection with such offering, and not on this document. 
Securities and other financial instruments referred to herein, or recommended, offered or sold by BofA Securities, are not insured by the Federal Deposit Insurance Corporation and are not 
deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general and, derivatives, in particular, involve numerous risks, including, 
among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or derivative is suitable for all investors. Digital assets are extremely speculative, volatile 
and are largely unregulated.  In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the value or risks related to the security or 
financial instrument may be difficult to obtain. Investors should note that income from such securities and other financial instruments, if any, may fluctuate and that price or value of such 
securities and instruments may rise or fall and, in some cases, investors may lose their entire principal investment. Past performance is not necessarily a guide to future performance. Levels and 
basis for taxation may change. 
BofA Securities is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to "short" securities or other financial instruments and that such 
action may be limited by regulations prohibiting or restricting "shortselling" in many jurisdictions. Investors are urged to seek advice regarding the applicability of such regulations prior to 
executing any short idea contained in this report. 
Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in such securities and instruments 
effectively assume currency risk. 
BofAS or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. BofAS or one of its affiliates may, at any time, 
hold a trading position (long or short) in the securities and financial instruments discussed in this report. 
BofA Securities, through business units other than BofA Global Research, may have issued and may in the future issue trading ideas or recommendations that are inconsistent with, and reach 
different conclusions from, the information presented herein. Such ideas or recommendations may reflect different time frames, assumptions, views and analytical methods of the persons who 
prepared them, and BofA Securities is under no obligation to ensure that such other trading ideas or recommendations are brought to the attention of any recipient of this information. 
In the event that the recipient received this information pursuant to a contract between the recipient and BofAS for the provision of research services for a separate fee, and in connection 
therewith BofAS may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom BofAS has contracted directly and does not extend beyond 
the delivery of this report (unless otherwise agreed specifically in writing by BofAS). If such recipient uses the services of BofAS in connection with the sale or purchase of a security referred to 
herein, BofAS may act as principal for its own account or as agent for another person. BofAS is and continues to act solely as a broker-dealer in connection with the execution of any transactions, 
including transactions in any securities referred to herein. 
Copyright and General Information:  
Copyright 2025 Bank of America Corporation. All rights reserved.  iQdatabase® is a registered service mark of Bank of America Corporation. This information is prepared for the use of BofA 
Securities clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of BofA Securities. This document 
and its content is provided solely for informational purposes and cannot be used for training or developing artificial intelligence (AI) models or as an input in any AI application (collectively, an AI 
tool).  Any attempt to utilize this document or any of its content in connection with an AI tool without explicit written permission from BofA Global Research is strictly prohibited. BofA Global 
Research information is distributed simultaneously to internal and client websites and other portals by BofA Securities and is not publicly-available material. Any unauthorized use or disclosure 
is prohibited. Receipt and review of this information constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information 
contained herein (including any investment recommendations, estimates or price targets) without first obtaining express permission from an authorized officer of BofA Securities. 
Materials prepared by BofA Global Research personnel are based on public information. Facts and views presented in this material have not been reviewed by, and may not reflect information 
known to, professionals in other business areas of BofA Securities, including investment banking personnel. BofA Securities has established information barriers between BofA Global Research 
and certain business groups. As a result, BofA Securities does not disclose certain client relationships with, or compensation received from, such issuers. To the extent this material discusses 
any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal advisers as to issues of 
law relating to the subject matter of this material. BofA Global Research personnel’s knowledge of legal proceedings in which any BofA Securities entity and/or its directors, officers and 
employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving issuers mentioned in this material is based on public information. Facts and views presented in this 
material that relate to any such proceedings have not been reviewed by, discussed with, and may not reflect information known to, professionals in other business areas of BofA Securities in 
connection with the legal proceedings or matters relevant to such proceedings. 
This information has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of any 
securities. None of BofAS any of its affiliates or their research analysts has any authority whatsoever to make any representation or warranty on behalf of the issuer(s). BofA Global Research 
policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior to the publication of a research report containing 
such rating, recommendation or investment thesis. 
Any information relating to sustainability in this material is limited as discussed herein and is not intended to provide a comprehensive view on any sustainability claim with respect to any 
issuer or security. 
Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to 
seek tax advice based on their particular circumstances from an independent tax professional. 
The information herein (other than disclosure information relating to BofA Securities and its affiliates) was obtained from various sources and we do not guarantee its accuracy. This information 
may contain links to third-party websites. BofA Securities is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content 
contained on such third-party websites is not part of this information and is not incorporated by reference. The inclusion of a link does not imply any endorsement by or any affiliation with BofA 
Securities. Access to any third-party website is at your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information 
to them. BofA Securities is not responsible for such terms and privacy policies and expressly disclaims any liability for them. 
All opinions, projections and estimates constitute the judgment of the author as of the date of publication and are subject to change without notice. Prices also are subject to change without 
notice. BofA Securities is under no obligation to update this information and BofA Securities ability to publish information on the subject issuer(s) in the future is subject to applicable quiet 
periods. You should therefore assume that BofA Securities will not update any fact, circumstance or opinion contained herein. 
Certain outstanding reports or investment opinions relating to securities, financial instruments and/or issuers may no longer be current.  Always refer to the most recent research report relating 
to an issuer prior to making an investment decision. 
In some cases, an issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any investment opinion relating to such issuer (or 
its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses and investment opinion(s) pertaining to such issuer (or its securities and/or financial 
instruments) nor should the analyses or opinion(s) be considered a solicitation of any kind. Sales persons and financial advisors affiliated with BofAS or any of its affiliates may not solicit 
purchases of securities or financial instruments that are Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies. 
Neither BofA Securities nor any officer or employee of BofA Securities accepts any liability whatsoever for any direct, indirect or consequential damages or losses arising from any use of this 
information.    


	Shift to procyclical fiscal policy, but scale unclear
	Policy options up for debate
	1) Scrap provisional gasoline tax
	2) Expand local government grants
	3) Increase basic income tax deduction
	4) Cut social insurance premiums
	5) Increase defense spending
	6) Refundable tax credits
	7) Cut consumption tax

	Near-term focus: Supplementary budget could edge up
	Bigger focus is tax reform debate
	Manageable impact from individual policies; package would widen fiscal deficit
	Disclosures
	Important Disclosures


