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Report description:

Japan Power Market Analysis

Japan Power Market size in 2026 is estimated at 397.34 gigawatt, growing from 2025 value of 393.33 gigawatt with 2031
projections showing 417.99 gigawatt, growing at 1.02% CAGR over 2026-2031.

Steady headline growth conceals structural change: policy now channels the USD 1 trillion Green Transformation (GX) budget into
renewable build-out, nuclear restarts, and high-voltage direct-current (HVDC) interties that knit the historically fragmented 50
Hz/60 Hz grids into one commercial arena. Declining solar photovoltaic (PV) costs, offshore wind auction momentum, and
accelerating grid-scale battery storage sharpen competitive pressure on legacy liquefied natural gas (LNG) plants, while hydrogen
and ammonia co-firing pilots begin hedging fuel-price risk. Energy Storage News. At the same time, Japan's Cabinet now targets a
40-50% renewable share and a 20% nuclear contribution by 2040 to secure supply for energy-intensive semiconductor and
artificial-intelligence clusters. Corporate power-purchase agreements (PPAs), smart-meter data analytics, and demand-response
programs amplify these shifts by monetizing grid flexibility in urban corridors where consumption peaks persist despite population
decline.

Japan Power Market Trends and Insights

Declining PV Module & Installation Costs



Module prices fell from 17.6 yen/kWh in 2018 to below 8 yen/kWh for several 2024 bids, letting solar compete in wholesale
markets without subsidies. Hardware deflation and streamlined soft costs now move the technology from feed-in-tariff reliance
toward auction-based price discovery. This cost curve dovetails with rooftop and agrivoltaic deployment that circumvents land
scarcity. Manufacturers such as Murata locked 70 MW through virtual PPAs to meet RE100 goals, anchoring demand in industrial
corridors. As battery prices drop, midday solar peaks increasingly shift into evening demand, eroding peaking-plant margins and
reshaping capacity-market dynamics.

Offshore Wind Auction Pipeline Expansion

Round-3 tenders in December 2024 awarded 1 GW at JPY 3/kWh, confirming cost parity with conventional generation. Floating
foundations unlock deeper waters and sidestep coastal depth constraints, with JERA-led groups targeting typhoon-resilient
platforms. Government grid-reservation directives now coordinate seabed leases with transmission build-outs, mitigating a historic
bottleneck. European developers transfer harsh-environment know-how, while Japanese trading houses supply project finance in a
hybrid model that builds domestic supply chains. Resolution of fishing-industry consultations and port-infrastructure upgrades will
decide whether the sector can hit the 10 GW by 2030 milestone.

LNG Price Volatility & Import Reliance

Japan imports 96% of its energy, so LNG spot surges once drove day-ahead power prices above USD 1/kWh, compressing utility
margins. Although nuclear restarts cut LNG burn 25% since 2014, residual dependency persists. Trading houses now resell
contracted cargoes abroad, signalling structural demand erosion, while Kyushu Electric pursues upstream stakes in US export
terminals to hedge volatility. Co-firing ammonia or hydrogen is under trial but lacks commercial scale.

Other drivers and restraints analyzed in the detailed report include:

Nuclear Reactor Restarts Under GX PolicyGrid-Scale Battery Storage Cost DeclinesLimited On-Shore Land for Utility Solar

For complete list of drivers and restraints, kindly check the Table Of Contents.

Segment Analysis

The renewables slice of the Japan power market size climbed to 40.05% in 2025 and is tracking a 3.72% CAGR through 2031 as
solar and offshore wind scale rapidly. Solar alone reached 91 GW cumulative capacity, bolstered by low module prices and
merchant PPA uptake. Offshore wind holds just 0.3 GW of operating assets but 10 GW of government-backed targets by 2030 and
up to 45 GW by 2040, setting the stage for the fastest absolute growth among resources. Geothermal and biomass remain niche
due to permitting limits and imported feedstock costs.

Thermal generation defended 51.80% Japan's power market share in 2025, yet escalating carbon prices and ammonia co-firing
mandates pressure long-term economics. JERA's pilot at the 4.1 GW Hekinan coal plant blends 20% ammonia, and government
policy seeks fleet-wide adoption by 2030, requiring 3 million t of annual imports. Nuclear restarts added 826 MW in 2024 and will
climb toward the 20% generation share goal if community consent improves. Hydropower remains flat at roughly 50 GW because
new dam sites face environmental limits. Collectively, shifting shares underscore how investment is tilting toward zero-carbon
capacity within the Japan power market.

The Japan Power Market Report is Segmented by Power Source (Thermal, Nuclear, and Renewables) and End-User (Utilities,
Commercial and Industrial, and Residential). The Market Sizes and Forecasts are Provided in Terms of Installed Capacity (GW).
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