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A Changing Story in Japan 
 

 

  

Sixty years ago, BCG opened its second office outside of Boston—in Tokyo. 

It was an unconventional and bold move for a young firm but has led to a 

unique depth of knowledge of the market and a very nuanced read of 

what the headlines miss. 

 

No doubt Japan faces significant structural challenges. At the same time, 

Japan’s economy has undergone a transformation over the past decade. 

Reforms have made the business environment more dynamic and 

attracted significant amounts of foreign capital—and that momentum 

shows no signs of slowing. The country’s economy, meanwhile, has 

rebounded from nearly flat growth in 2024—Japan’s weakest year since 

2020—and expanded at a 1.5% rate in the first half of this year. 

 

Japan’s strengths were on full display during my visit there last week to 

celebrate BCG Japan’s 60th Anniversary and to meet with dozens of 

clients. 

 

The Common Narrative 

 

The challenges facing Japan are well known and fall into three categories. 

 

Fiscal Sustainability. Japan’s debt is projected at 204.4% of GDP for 2026, 

according to the IMF. That is well above levels for other wealthy nations; 

the US, for example, is at 126%, and Germany at 65%. That debt burden 

also limits the central bank’s room to raise rates in defense of the 

currency: while the yen has strengthened some 6% since late July, it 

remains structurally challenged. 

 

Aging Population. The share of Japan’s population aged 65+ is 
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approaching 30%, and the total population is shrinking by nearly 1 million 

people a year. That creates challenges not only for businesses, such as 

labor shortages, but also for the country’s pension and other safety-net 

systems. 

 

Energy Dependence. Japan’s energy self-sufficiency ratio—the share of 

total primary energy consumption that is met with domestic production—

was just 16.4% in 2024. That is below most European nations, and well 

below the US and Canada. It exposes the country to disruption in the 

global energy markets. 

 

The Counter Narrative 

 

Japan’s strengths tend to be underappreciated. Three stand out to me. 

 

Corporate Reforms. Over the past decade, policy changes have rewritten 

the rules for business in Japan. For example, the Corporate Governance 

Code, first introduced in 2015 and updated most recently this year, sets 

standards for board independence, shareholder rights, and capital 

efficiency. And the Ministry of Economy, Trade and Industry 2023 

guidelines requiring companies to be less resistant to M&A has led to a 

more robust dealmaking environment. 

 

AI Transformation. AI, including physical AI, is emerging as a powerful 

tool in adapting to a shrinking workforce. Adoption is already relatively 

strong in manufacturing, building on a high degree of automation and 

robotic usage. 

 

Policy Continuity. Whether it is efforts to raise productivity and wages, 

promote strategic investment, or drive a green transformation, Japanese 

policies have often been consistent across changes in political leadership. 

Such consistency can give business greater confidence in setting forward-

looking strategies and making capital investments. 

 

Implications for Business 

 

Business leaders should take Japan’s full narrative into account when 

making decisions on where to invest. This means: 

 

Reassessing Where Japan Sits in the Growth Portfolio. Changes in 

industry structure, regulation, technology, and corporate behavior can 

create substantial opportunities, even when aggregate growth remains 

modest. For companies that have treated Japan primarily as a mature 
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market to manage for stability, it may be worth revisiting that assumption. 

 

For Exports from Japan, Balancing Currency Tailwinds Against Tariff 

Exposure. A weaker yen makes exports from Japan more competitive, but 

tariffs and other trade barriers are limiting that effect for several 

industries. Leaders need to weigh the two forces together. 

 

Tapping into Japan’s Dealmaking Opportunities. Global companies can 

access technologies, capabilities, customers, and partners—including 

through acquisitions, alliances, and collaboration with Japanese companies 

expanding globally. 

 

Drawing Lessons from Japan’s Experience with Disruption. Japanese 

businesses have spent decades navigating large currency swings, energy 

dependence, demographic pressure, and complex economic relationships 

with both the US and China. There are lessons in that experience for any 

global company seeking to build resilience. 

 

Until next time, 
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Further Insights 
  

 

 

 

The 2025 Japan Value Creators 

Report 

A company needs a strategic narrative 

that demonstrates not just what it aims to 

achieve but why investors should choose 

it. 

Explore Japan's Equity Story 
    

 

 

 

 

Pension Systems Are Cracking—

Here’s How to Fix Them 

Aging populations are straining pension 

systems worldwide. Our analysis reveals 

how smarter design and savvy 

implementation can secure sustainability, 

equity, and adequacy for future 

generations. 

Fix the Funding Gap 
    

 

 

 

 

The Great Divide: How the US and 

China Are Splitting the AI World 

The AI superpowers—the US and 

China—are creating two increasingly 

incompatible tech stacks. For companies, 

the window for mixing the two may be 

closing. 

Understand the AI Divide  

    

 

https://www.bcg.com/publications/2026/winning-investor-trust-with-strong-equity-stories
https://www.bcg.com/publications/2026/winning-investor-trust-with-strong-equity-stories
https://www.bcg.com/publications/2026/winning-investor-trust-with-strong-equity-stories
https://www.bcg.com/publications/2026/pension-systems-are-cracking-heres-how-to-fix-them
https://www.bcg.com/publications/2026/pension-systems-are-cracking-heres-how-to-fix-them
https://www.bcg.com/publications/2026/pension-systems-are-cracking-heres-how-to-fix-them
https://www.bcg.com/publications/2026/us-and-china-ai-strategy-causing-global-ai-divide
https://www.bcg.com/publications/2026/us-and-china-ai-strategy-causing-global-ai-divide
https://www.bcg.com/publications/2026/us-and-china-ai-strategy-causing-global-ai-divide
https://e.bcg.com/dc/XwVl5px0-66pgAuqLufBXuI_l0NiaUM7_8mQoPTlXtcJZEttxE4OavP944_5w7au8i2_100Z6GZEquxKClh74Pz6Oe3lHTvXuuv61l5c3Yn7UmTiAFLWPDznG2lYmr5WzEADDGII82qBNeXcvA8d8CCwUn6rNFMNi2PzPAHUBG1wToS1aFcs_5yXBPoLfAj6o-5vrOTvtRbB3rmJKekTJQSE75PCAPeSeSYUPxzcnO0RIOrXEDPhwgQi8Gcyg0JzJhIm9IH7-D4d4GCewmzsVO0TKOCnd2JBYLL4a0fLFkgWbHSx1eZuOmUAPdcT7vETPTe4o2rOdsnt5vTbIwBWoqg2aTbyX-eVE6Vh-6WdfjT7xHqxSjsVwURFT78xYUFpst7j7GX8C7zblUQwnxxU50OhD0JmMHRwk-QuKvpRvyVFJLMj2MMpyRZao5pdGZle9eJICYuemOgR9WgEKvYZChm_36xGj4tKI2b2YI-M46w=/Nzk5LUlPQi04ODMAAAGkTXMzsZUYfcwpWhYHjcJ2KaEcWjENIKuEW0etF2jyFi5zvRuULlNaGh677Qpwn3VZDHV4Eac=
https://e.bcg.com/dc/XwVl5px0-66pgAuqLufBXuI_l0NiaUM7_8mQoPTlXtfjWIW0qJ2Dn7dpKfURusTQS-9i_D32ad1Oq17y0RYIq7UrQPlZs_v3VM8L94-jFBsdEQgZSz2fpp7xedUB5N1OMoLQ9gBXZwT4xgP7Ymi-JPMYoW51rAse4WuRBA4KfVygoJqdaeW3OywBX2frf0-jdFkuiTLcRkgHHgd0P27Zc79ZeaNNS4qKFHt1LeR2xzf9qX7RYccf24cyU9F_HWkDLUJ5kLEX7h2ke4zUrDLa-3hLHOtKwmL5r7pi8qUF1AgjnTZ1f68vTxH5HlUioNJuAmLd9RRXHt94gOu2gWouu_5XZCByod8VHEVf7xE-cG1k2A6FANqd1VPZ97iX-n9WzAC7KpnswCHvPT3aK6Rvj1iEeSgZffLTJAn3EhwsLWkQ5KdiXrUeoUrjINmZH5vPz55ri89XTacvNh_Ke45G_LVBkVdXjEtRcqSzdJOqcMtxdRJuXBbmO8_tb8xUq-tB/Nzk5LUlPQi04ODMAAAGkTXMzsZUYfcwpWhYHjcJ2KaEcWjENIKuEW0etF2jyFi5zvRuULlNaGh677Qpwn3VZDHV4Eac=
https://e.bcg.com/dc/XwVl5px0-66pgAuqLufBXuI_l0NiaUM7_8mQoPTlXtclpF1rX_G8Q78fdbI0Dkof2_rtAkwkOJELe8Me8zbXMCeruRCB0tPyZThauAKQFvYxfFHwuEJS38n_Xw3Npb3Ja_IE5cvAunwY7bmUtHXGFDYFp9CULGeCzmnMnrIfYmmiwwBJpJfVlE5QdcadJYM8TlOjktlK7O_n1gvfqTlpou-zNNnGKNJZ0gRGFUjALV1_AuNnekE1Ia13L7bU7aT_SrrtwnWrbrIRo2xRddNZtxPO39zBun5N9rqrwuGEo_rdC2ABouJRfjTAOvzBwdxLHN8zUbkI7-sMzLOQgCpwVAKxx5IpdTSyKuwpZCi4iR2BR6ZVPLKiwLIc2JdmK6RukaujyuqS-RdMvPOoNPhjfLLTyrlnZfi613DFRx2J9AIY6zq4A-Yd1kolMn6m1FjRQt0lehYvcOti0tgRj0kRgL7vgTK1iOrk7XDhTitNov0=/Nzk5LUlPQi04ODMAAAGkTXMzsZUYfcwpWhYHjcJ2KaEcWjENIKuEW0etF2jyFi5zvRuULlNaGh677Qpwn3VZDHV4Eac=


 

 

 

Boston Consulting Group 

200 Pier Four Boulevard 

Boston, Massachusetts 02210, 

USA 

Manage Communications 

Privacy Policy 

Unsubscribe 
   

 

  
 

  
 

  
 

  

 

 

https://www.bcg.com/subscription
https://www.bcg.com/about/privacy-policy
https://www.bcg.com/subscription?mkt_unsubscribe=1&mkt_tok=Nzk5LUlPQi04ODMAAAGkTXMzsT9Fv1CHO9DDRTjEY59zKJAD8k-U72g3x537hjPa9avmLwOD3GRTIoI-zy1eWYFnTo-7ZOx19jPpaGa8AIMUQv85ktae5uYtBHebjiBMxEub&usertoken=CRM_180d106cdccf1488d105f347e27696597d7d4ac4&mktleadid=33682027&emailtype=BCG_Weekly_Brief&utm_medium=email&utm_source=esp&utm_campaign=none&utm_description=weekly&utm_topic=none&utm_content=20260916&utm_usertoken=CRM_180d106cdccf1488d105f347e27696597d7d4ac4&utm_dmid=57D5A223-5EF3-EF11-83C9-126ABB57D457
https://e.bcg.com/Nzk5LUlPQi04ODMAAAGkTXMzsUDLs578O-5G4YxwbgnEAusVWKkWqq9I5T83CdZm1egtcvNUzh8pwn120kXlK3gnRuk=
https://x.com/BCG?mkt_tok=Nzk5LUlPQi04ODMAAAGkTXMzsRFUOp6mqtjxIBzWHc-q8p3LKPyI-JJm3tGlNhebaL2stzzRFCTItPMSkMwTnrQpF2-CXdvl4tBUWsCNWNPNLRdzSq_UMcEEAweWwBJYmFdi
https://www.facebook.com/BostonConsultingGroup/?mkt_tok=Nzk5LUlPQi04ODMAAAGkTXMzsbgnySei6Vni9eqHdQWZwLJZl8SnNp0Oqfd-eG55h3DD7oObO4zp9g0MuYw_e3aQHqdnGY205R_2g8hRNVVcQIyS0VHyvvR-7olh86B2_een
https://www.linkedin.com/company/boston-consulting-group/home/
https://www.instagram.com/accounts/login/?next=https%3A%2F%2Fwww.instagram.com%2Fbcg%2F%3Fmkt_tok%3DNzk5LUlPQi04ODMAAAGkTXMzsT1EkutoOZcqMmmxMXkA-EatQtcSdS5lGFhImwS-sfmKuMlj6Li0GV0yN7rEixrLYNlHgQYPKhNbfI10WybUROmdeQS6IHYzY0VdRw_-aQjW&is_from_rle

