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Summary
This paper empirically analyzes the hypothesis that demographics are driving price fluctuations in various
cities in Japan, which has been hit by a prolonged mild deflation since the mid-2010s. Empirical results do not
support the effect of the population growth raising prices through increasing aggregate demand, but rather imply
that the increase in labor supply pushes up aggregate supply and then lowers prices. It is also shown that while
the depreciation of yen brings about an increase in prices, the rise in crude oil prices lowers the prices of food,

clothing and footwear, and eating out due to households' thrifty behavior in a wide range of goods and services.

[key words: consumer price index, population, deflation]
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