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Figure 9: Yen/Dollar, Euro/Dollar, and Yen/Euro Real Exchange Rates as Deflated by 
Relative Manufacturing Unit Labor Costs, Q1 1999 to Q4 2006 
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Source: IFS, OECD, European Central Bank. 
 

To erase any doubt about the persistent  deflationary pressure on prices and wages in 
Japan, Figure 4 showed a 2.3 percent fall in Japan’s CPI from 1999 to fourth quarter 2006. 
Beyond just manufacturing, Figure 10 provides comparable wages across the whole of the 
private sectors of Japan, the United States, France, and Germany. (No such general series 
was available for the euro area as a whole.) Japanese nominal wages actually fell by 3.4% 
while those in the U.S. rose by 27.8%, by 33.4% in France, and by only 16.5% in Germany. 
And wage deflation in Japan continues. The Economist Intelligence Unit (June 2007, p. 27) 
reports that in April 2007, monthly cash wages per worker in Japan actually fell 1.4% 
compared with a year earlier. Wage deflation in Japan continues to be unique relative to the 
other large industrial countries. 
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