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igher wages, not

Record winter payout expected but it won’t boost consumer pending

By JASON CLENFIELD
Bloomberg

Record winter bonuses at
Japan’s biggest companies,
ineluding JFE Holdings Inc.
and Honda Motor Co., may
not be enough to lick-start
consumer spending, the miss-
tng link in the eountry’s lon-
gest period of growth singe
World War II.

The average winter bhonus
could increase 2 percent fo
¥868,932 this year, the Nihon
Keizal Shimbun reported last
week, making it the highest
amount er record, which the
paper started to keep in 1975,

The cconomy grew at dou-
ble the expected pace in the
third quarter, as an increase
in corporate investment and
exports outweighed a decline
in personal consumption.

Consumer spending, which
accounts for more than half of
the economy, may not piek up
until companies veward worl-
ers with permanent pay in-
creases rather than one-off
payments.

“a& higher bonus is good but
what we really need to seeisa
pickup in core wages” said
Hiroshi Shiralshi, an econo-
mist at Lehman Brothers Ja-
pan Ine, “People need to he
cenfident that the inerease y J§
permanent before they logsen
their purse strings.” ;G

Wages have risen lesg than
¥10,000 this year, after/declin-

ing more than ¥400,000 bé—

bween 1597 and 2005, a\ ent of
almost 10 percent, aceording to
Health, Labor and Weélfare
Ministry reports. Hensehold
spending, whieh has fallen e

ery month this year, plunged 6
peveent in September, the hig-
gest drop in more than five
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March, Many companies are expected to raise their employess’

winter bonuses as the economy picks Up. BLOOMBERG PHOFO

“There's a hesitancy to hir
Eul] (timers) and to raise base
pay,” said Thomas Nevins,
president of Technics I Man-
agement Transfer, a Tokyo-
hased executive search firm.
< "Companies ave shifting the
risks onto employees,” he
said, adding that the cost of
settling wrongful termination
dispules makes contrael
workers and parttinters
ntore-alivactive:

Although the jobless vate is
hoverlng near an eight-year

low, the economy is generat-
ing pari-time and contract po-
sitions at twice the rate of
full-time jobs, labor ministry
roports show, Thirty percent
of \worlters held part-fime or
temporary pesitions in 2005
comipared with 19 percent in
1994) according to the Organl-
z%;i n for BEconomic Coopera-
ion and Development.
Flexibility In employment
and in compensation is goed
for the economy, “but uncer-
tainty conld prompt people to
save more,” said Jan Lam-

il

bregts, head of Asia research
at Rabobank International in
Hong Kong. “Let’s go to basic
economic theory: People
don't like to spend money
they're not eertain about.”
While bonuses are at a re-
cord, theyre Increasing at a2
slower rate. Payments at tha
biggest companies will rise
2.8 percent this December,
down from 5.1 percent last
year, according to a survey
last month by the Japan Busi-
ness Federation (Nippon Kej-
danren), the largest husiness

lobby.

“The point isn't the level of
bontiges; it's the rate of in-
crease that matters,” said Hi-
romichi Shirakawa, chief
econommist at Credit Suisse in
Tolcyo. “This argument about
historieal highs is ridieufous.
They don’t brag about record
highs in Chipa.”

Japan's economy grew at a
2 percent amnual clip in the
three months to Sept, 30,
buoyed by corporate invest-
ment and exports. Consumer
spending fell 0.7 percent, the
biggest decline in almost bwo
years,

Not all eeconomists ave
skepiical thiy year’s bonuses
will help to reverse the slide
in private eonsumption.

“Strong yearend honuses
should lead to a fourth-quarter
rehound in consumer spend-
ing,” said Temoyuki Ofa, an
economist at Mizuho Research
Institute Lid. in Tokyo,

Aggressive hiring means
there are move employees re-
celving bonuses, multiplying
the effects of this year's in-
crease, aceordiog t0 a report
this manth by Mitsubishi UrJ
Researeh and Consuliing Co,
The number of workers re-
ceiving bonuses will elimb 2.3
percent from lask year, the re-
port said.

Steelmaker JFE Holdings
will reward workers for earn-
ings growth with an average
payment of ¥1.29 million, the
Nikkel reported yesterday.
Honda will pay an average
¥1.12 miltion per worker, the
newspaper said.

Full-time employees typi-
cally receive a sumimer and
winter bonus equal to four to
five months of base pay.



