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<Important points in the survey>

Prospects DI for the April — June quarter of 2007

(OSales Prospects DI improved, with maintaining of high business confidence.
The Sales Current Assessment DI has deteriorated, but the Sales Prospects DI has improved due to
improvement in all industries except the transport equipment sector and in all regions except Europe.
All regions saw positive Sales Prospects DI at double digits, with maintaining of high business
confidence.

(OCapital Investment Prospects DI improved.
The Capital Investment Current Assessment DI has deteriorated, but the Capital Investment Prospects
DI has improved due to improvement in all regions except NIEs3. It remained positive for all industries
and all regions.

(OEmployment Prospects DI improved.
The Employment Current Assessment DI has improved slightly, and the Employment Prospects DI has
also improved. China maintained a double-digit level.

Actual Results for the October — December quarter of 2006
(OSales increased by 7.2% compared to the same quarter of the previous year, and the growth rate
recovered moderately for the third consecutive year.
By industry, the transport equipment sector showed improvement in its growth rate due to declining
crude oil prices. Other industries also continued to see an increase, although their growth rates
declined.
By region, Europe continued to see an increase with a higher growth rate. Asia and North America
also continued to see an increase, although their growth slowed. China continued to see a double-digit
increase, but its growth rate declined slightly. The transport equipment sector remained active in
China. Europe saw a double-digit increase for the first time in six quarters. The transport equipment
sector saw an upturn, and the industrial machinery sector showed a significant increase. ASEAN4 saw
a single-digit increase for the fourth consecutive quarter. The transport equipment sector expanded its
increase due to favorable sales of automobiles in Thailand, while the electrical machinery sector saw a
downturn. North America saw a poor increase for the second consecutive quarter due to a decrease in
the electrical machinery sector, although the transport equipment sector showed an increase. NIEs3
saw a decrease for the fourth consecutive quarter due to sluggish sales of transport equipment in
Taiwan, but the rate of decrease diminished.
(OCapital Investments increased by 15.3% compared to the same quarter of the previous year, showing a
significant increase for the third consecutive guarter.
By industry, the increase in the transport equipment sector was at a single digit for the first time in
three quarters, but other industries showed significant increases.
By region, there were significant increases in Asia and in Europe, for the third and second consecutive
quarter, respectively. North America saw a decrease for the first time in three quarters, due to
decreases in the transport equipment sector, etc.
(OThe number of employees continued to increase, up by 3.0% compared to the same quarter of the
previous year.
The number of employees continued to increase in Asia, mainly in China, but the rate of increase
slightly diminished. Europe saw an increase for the third consecutive year, although the increase was
small. North America continued to see a decrease.

Note: This survey was conducted as of the middle of February, 2007.



1. Sales

The Sales Prospects DI™* improved, standing at 22.2 percentage points. Actual sales increased by 7.2%
compared to the same quarter of the previous year, with their growth rate moderately recovering for
the third consecutive quarter.

O The Sales Current Assessment DI (January — March, 2007) deteriorated compared to that for the
October-December quarter of 2006, standing at 11.3 percentage points. It deteriorated in all regions in Asia, due to
influence of the Lunar New Year holidays. The Sales Current Assessment DI for the electrical machinery sector
and for NIEs3 marked negative levels. That for North America and Europe improved, showing double-digit levels.
The Prospects DI (April — June, 2007) improved, recovering to a level above 20%. Sales are expected to improve
in all industries except the transport equipment sector. The Prospects DI for Asia improved significantly due to
improvement in all industries except the transport equipment sector, and in all regions. That for North America
improved due to improvement in the electrical machinery sector. Europe is expected to see a deterioration due to a
sharp decline in the electrical machinery sector, but is expected to maintain a double-digit level. The overall
Prospects DI remained at a double-digit positive level, with maintaining of high business confidence.

OActual sales (October — December, 2006) increased by 7.2% compared to the same quarter of the previous year,
with their growth rate moderately recovering for the third consecutive quarter.

By industry, the transport equipment sector expanded its increase. Although the growth rate deteriorated for other
industries, the industrial machinery sector remained strong, showing a double-digit increase for the fourth
consecutive quarter. The electrical machinery sector showed a single-digit increase for the ninth consecutive
quarter.

By region, Europe expanded its growth, while Asia and North America saw a slight decrease in the growth rate. In
Asia, the growth from the same quarter of the previous year remained at a single-digit level, at 9.2%, due to a
slowdown in ASEAN4"? and China™®. China continued to see a double-digit increase at 13.0% compared to the
same quarter of the previous year. Although the transport equipment sector continued to see a significant increase,
the electrical machinery sector only showed a single-digit increase for the fourth consecutive quarter, due to
falling prices mainly for digital home appliances. ASEAN4 saw a single-digit increase for the fourth consecutive
quarter, up by 7.9% (id.). NIEs3™ saw a decrease for the fourth consecutive quarter, down by 0.1% (id.), but the
rate of decrease slightly diminished. Sales of automobiles in Taiwan continued to decline sharply due to sluggish
demand in the domestic market. In other Asian countries, actual sales increased by 23.5% (id.), due to significant
increases in India and Vietnam. North America continued to see a poor increase in the range of 1% (up by 1.5%
(id.)) for the second consecutive quarter, due to decreases in the electrical machinery sector for the first time in
five quarters, although the transport equipment sector, which saw a decrease in the previous quarter, showed an
upturn due to declining crude oil prices and an increase in local production of fuel-efficient cars. Europe saw a
double-digit increase for the first time in six quarters, up by 10.3% (id.). All industries showed increases,
including the industrial machinery sector, which showed a significant increase, and the transport equipment sector,
which showed an upturn and a double-digit increase.

Notes:
*1: Prospects compared to the previous quarter with regard to the quarter including the survey period (Current Assessment) and the
following quarter (Prospects)
- DI = (Proportion of companies that responded that they expected an increase) — (Proportion of companies that responded that
they expected a decrease)
+ Quarterly Changes in Current Assessment DI = Current Assessment DI for January to March 2007 — Current Assessment DI for
October to December 2006
+ Quarterly Changes in Prospects DI = Prospects DI for April to June 2007 — Current Assessment DI for January to March 2007
*2 —*4: ASEAN4: Indonesia, Thailand, the Philippines, and Malaysia; China: including Hong Kong; NIEs3: Singapore, Taiwan, and
the Republic of Korea
Table 1 Sales DI and Actual Results (by Region and Main Industries )

Unit (comparison to same quarter of previos year:%, comparison to the previous year:percentage points)

DI Actual DI Actual
comparison to the comparison to the
Survey of previous quaeter Survey of previous quaeter
(comparion to (comparion to
Current @p t Current P " corresponding Current @ P N Current o 4 corresponding
Assessment Assessment rospec Assessment "OSPE period of ) Assessment Assessment rospec Assessment "OSPE period of )
Oct.-Dec. Jan.-Mar. Apr.-Jun. N @ _ 3y |Previous year, Oct.-Dec. Jan.-Mar. Apr.-Jun. . 2y |Previous year.
( 2006 ) ( 2007 ) ( 2007 ) @-® - ( 2006 ) ( 2007 ) ( 2007 ) @-® -
Transportation
Total 15.2 — 11.3 — 22.2 ( -3.9 )| 10.9 7.2 | |equipment 20.1 — 29.1 — 24.4 ( 9.0)| -47 9.8
Electrical
North America 7.9 — 19.1 — 21.2 ( 11.2 ) 2.1 1.5 | |machinery 7.0 — -3.1 — 11.0 (-10.1 )| 14.1 2.8
Industrial
Asia 17.7 = 8.1 - 24.1 ( -9.6 )| 16.0 9.2 | |machinery 254 =— 143 - 20.1 (-11.1 ) 5.8 12.0
ASEAN4 11.0 =— 7.6 — 19.6 ( -34)H)| 120 7.9 | |Chemicals 16.4 = 175 = 30.5 ( 1.1 )] 13.0 7.1
NIEs3 153 — -3.3 — 21.3 (-18.6 )| 24.6 -0.1 | |Iron and Steel 8.4 — 129 - 20.3 ( _45) 7.4 3.4
China(including
Hong Kong) 23.2 = 93 = 28.1 (-13.9 )| 18.8 13.0
Europe 18.6 — 189 = 10.8 ( _03)] -81 10.3




Chart 1 Capital Investment DI by Region
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2. Capital Investment (acquisition costs of fixed assets except land)
The Capital Investment Prospects DI improved, standing at 12.7 percentage points. Actual capital
investment increased significantly by 15.3% from the same quarter of the previous year.

(OThe Capital Investment Current Assessment DI (January — March, 2007) deteriorated compared to that for the

October-December quarter of 2006, standing at 9.9 percentage points. Although there were decreases in the
electrical machinery sector and in all regions except ASEAN4, the Capital Investment Current Assessment DI
maintained positive levels in all industries and all regions.

The Prospects DI (April — June, 2007) recovered to a double-digit level at 12.7 percentage points, and

improvement is expected in all industries except the industrial machinery sector and the iron and steel sector
and in all regions except NIES3.

OActual capital investment (October — December, 2006) increased by 15.3% compared to the same quarter of the
previous year, showing a significant increase for the third consecutive year, although the growth rate declined.
By industry, the electrical machinery sector and the chemicals industry increased significantly for the second
consecutive year, the general machinery expanded its growth, and the iron and steel sector saw an upturn.
However, the growth in the transport equipment sector was only at a single-digit level for the first time in three
quarters.

By region, Asia and Europe continued to see significant increases, while North America saw a downturn.in
Asia, actual capital investment increased sharply for the third consecutive quarter, up by 41.2% compared to the
same quarter of the previous year. The growth rate further expanded. ASEAN4 saw an increase of 39.8% (id.),
with the growth rate expanding sharply, because there was a significant increase in the electrical machinery
industry for the fourth consecutive quarter, and the transport equipment sector and the general machinery
industry also saw a significant upturn. NIEs3 saw a significant increase for the second consecutive quarter, up
by 26.5% (id.), although the growth rate deteriorated. Increases in IT-related capital investment raised the
figures for the chemicals industry and the electrical machinery sector for the second consecutive quarter,

while the transport equipment sector and the industrial machinery sector continued to decline sharply. China
saw a double digit increase for the second consecutive quarter, up by 13.0% (id.), because the electrical
machinery saw an increase for the first time in six quarters, and the transport equipment sector continued to

see a significant increase although the growth rate declined. There was an increase of 227.2% (id.) in other
Asian countries, due to a significant increase in India mainly for the transport equipment sector. North

America saw a decrease for the first time in three quarters, down by 12.5% (id.), for reasons such as a
double-digit decrease in the transport equipment sector, which increased significantly in the previous quarter.
The chemical sector increased significantly for the third consecutive quarter. Europe saw a significant

increase for the second consecutive quarter, up by 16.0% (id.). Although the chemicals industry showed a sharp
decline, the industrial machinery sector increased significantly for the second consecutive quarter, mainly in the
construction-related sectors. The transport equipment sector also saw an increase, with the growth rate
expanding sharply

Table 2 Capital Investment DI and Actual Result (by Region and Main Industries)

Unit (comparison to same quarter of previos year:%, comparison to the previous year:percentage points)

DI . Actual DI . Actual
comparison to the comparison to the
Survey of previous quaeter Survey of previous quaeter
previos term (comparion to r (comparion to
@ Current Current @p t Current P " corresponding Current @ P N Current b 4 corresponding
Assessment Assessment rospec Assessment "OSPEC period of ) Assessment Assessment rospec Assessment "OSPE period of )
Oct.-Dec. Jan.-Mar. Apr.-Jun. 5 a3y |Previous year. Oct.-Dec. Jan.-Mar. Apr.-Jun. o a3y |Previous year.
C 2006 ) Coor ) (o007 | @D |O-@) %006 ) (Co00r ) (o007 )| @D |O-@)
Transportation
Total 13.0 — ©L = 12.7 ( -3.1) 2.8 15.3 | [equipment 12.4 — 12.8 — 15.0 ( 0.4 ) 2.2 9.4
Electrical
North America 14.3 — 6.3 — 7.3 ( -8.0) 1.0 -12.5 | [machinery 115 — 58 — 9.4 ( -5.7) 3.6 41.2
Industrial
Asia 121 — 11.3 - 14.6 ( -0.8) 3.3 41.2 | |machinery 9.8 — 16.7 = 10.1 ( 69 )| -6.6 26.3
ASEAN4 9.2 — 126 - 14.4 (_384) 1.8 39.8 | |Chemicals 89 =— 9.0 =— 11.3 ( 0.1) 2.3 16.5
NIEs3 12,90 = 10.2 - 8.9 ( -27)| -13 26.5 | |Iron and Steel 19.20 = 20.0 - 11.6 ( 0.8 )| -84 27.2
China(including
Hong Kong) 14.3 =— 9.6 — 15.8 ( -4.7) 6.2 13.0
Europe 17.3 — 55 — 11.2 (-11.8 ) 5.7 16.0
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3. Employment (Number of employees)

The Employment Prospects DI stood at 8.0 percentage points, with expectation of an improvement of 2.0
percentage points from the previous quarter. The number of employees continued its growth, up by 3.0% on
a year-on-year basis.

OThe Employment Current Assessment DI (January — March, 2007) improved slightly compared to that for the
October-December quarter of 2006, standing at 6.0 percentage points. It deteriorated slightly in North America
and NIEs3, while it improved slightly in other regions.

The Prospects DI (April — June, 2007) improved, with improvement expected in all industries except the
industrial machinery sector, and in all regions except NIEs3 and Europe. China maintained a double-digit level,
while Europe was at a negative level.

(OThe actual number of employees (October — December, 2006) continued to rise. It increased in all industries
and all regions except North America and NIEs3. Asia continued to see an increase, up by 4.4% compared to
the same quarter of the previous year, but the growth slowed slightly. In spite of a significant increase in the
transport equipment sector, China saw only a single-digit increase for the second consecutive quarter, up by
7.1%, due to sluggish growth in the industrial machinery sector. ASEANA4 saw an increase of 0.3% (id.) with
the growth slowing, while NIEs3 showed a decrease for the first time in six quarters, down by 0.3% (id.).
Europe saw an increase for the third consecutive year, although the growth was small at 0.1% (id.). North
America continued to see a decrease, down by 3.3% (id.).

Table 3 Employment Numbers DI and Actual Result (by Region and Main Industries)

Unit (comparison to same quarter of previos year:%, comparison to the previous year:percentage points)

DI Actual DI . Actual
comparison to the comparison to the
previous quaeter previous quaeter
(comparion to (comparion to
Current Current Current corresponding Current Current Current corresponding
Assessment Assessment ©) et Assessment |7 TSP period of , Assessment Assessment ElRsEect Assessment | TOSPE period of ,
Oct.-Dec. Jan.-Mar. Apr.-Jun. N a5y |Previous year, Oct.-Dec. Jan.-Mar. Apr.-Jun. . 2y |Previous year.
C o006 ) 007 ) (o007 ) @-® |©@-@ 2006 ) (o007 ) (Toor ) @-D |©@-@
Transportation
Total 54 — 6.0 — 8.0 ( 0.6) 2.0 3.0 | |equipment il = 8.5 — ALl 2 ( -1.6) 2.7 7.9
Electrical
North America 56 — 4.2 = 6.9 ( -1.4) 2.7 -3.3 | [machinery 3.3 — 4.2 = 4.2 ( 0.9) 0.0 2.1
Industrial
Asia 6.7 — 7.5 — 10.2 (_08) 2.7 4.4 | [machinery 9.6 — 124 - 8.7 ( 28)]| -87 1.5
ASEAN4 3.1 — 3.4 = 5.7 (_03) 2.3 0.3 | |Chemicals 3.1 - 6.1 = 10.2 ( 3.0) 4.1 1.2
NIEs3 i = 0.8 — 0.4 ( -04)| -04 -0.3 | [iron and Steel 3.4 — 10.6 — 14.8 (. 72) 4.2 14.0
China(including
Hong Kong) 125 = 13.4 - 15.8 (_09) 2.4 7.1
Europe 1.1 — 1.9 -— -1.9 ( 0.8) -3.8 0.1

<Reference> Overseas economies

The global economy is recovering. The North American economy is moderately expanding. The Chinese
economy is continuing to expand. Fixed assets investment has continued to increase sharply, although the
growth has slightly slowed since the latter half of 2006. The economies in Singapore and Malaysia are also
expanding. The economies in the Republic of Korea, Taiwan, and Thailand are moderately expanding. The
economies in the eurozone and the UK are recovering. (Excerpt from the March 2007 issue of The Monthly
Economic Report)




[Topics] Japanese Manufacturing Companies in China Dominating Those in
ASEAN4 in Terms of the Value of Exports to Japan

According to trade statistics, Japan's total trade value* with China (including Chart 1 Japan’s Total Trade Value to
A . . [hundred million dollar] lort erica an ina

Hong Kong) exceeded that with North America (the United States and Canada) s.000 North Am dcn
in 2005, and China has become the largest trade partner for Japan. (Chart 1)

*The total of export value and import value.

We will examine the trends in the value of exports to Japan by Japanese O T T - -
manufacturing companies based on this survey. 1500 - - - -

First of all, the value of exports to Japan by Japanese manufacturing 1000 B B
companies has continued increasing even after 2002, but the growth has been 500 1- - -
slowing. The rate of the value of exports to Japan by Japanese manufacturing o

companies out of the total import value in trade statistics has maintained the O n amerioa(U & A and Ganades B Ghina(hoding Hong feoey
level of a little over 10%. (Chart 2)

2500 4~ — - — — — - — — — — — — = — — — = — — — — — — — — — — — -

Chart 2 Total import value and export value to Japan by Japanese

With regard to the value of exports to Japan, the share was 8.1% for Japanese 7000 [ manufacturing companies (ctual resull ‘growt) _ (ereenZee
manufacturing companies in North America, 41.0% for those in ASEAN4, 6000 | —_ . I 30
12.9% for those in NIEs3, and 31.7% for those in China in 2002. Japanese s000 | smmmmm— L 20
manufacturing companies in ASEAN4 held the largest share. —F—— 10

4000 |- - -

However in 2005, the share of those in China (40.0%) exceeded the share of
those in ASEAN4 (35.2%). Also in 2006, Japanese manufacturing companies in
China held the largest share at 40.9%. (Chart 3)
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Furthermore the share of Japanese companies in other Asian countries 1000 ¢ (8.9%) (10.3%) arom 1.0% (10.6%)
(Vietnam, India, etc.) has increased, while the shares of those in ASEAN4, 0 on ‘ m:n 20041 JWSE—
NIES3, and NOl’th America declined, O Total import value ():Ratio of total import value who is occupied in export

value to japan by japanese manufacturing companies
@ Export value to Japan by Japanese manufacturing companies

Looking at the shares by industry among the total export _
value to Japan by Japanese manufacturing companies in China, [ Nothamerica| ~ Chart3 Shares by region among the total export value to

Other asia

it is notable that the share of the electrical machinery sector Japan by Japanese manufacturing companies
exceeded 50% in 2004 and has increased to as much as 54.1% NES3 Chinaincluding Hong ‘
in 2006. After China joined the WTO and restrictions on 206 | 6y AEANA 357 77 Kong 409 B North america
foreign investment were eased, Japanese manufacturing \ \

. . g . . O ASEAN4
companies expanded their businesses in China. They mass- 2005
produce electrical appliances, taking advantage of the cheap il : 2 e A O NIEs3
labor in China, and export such products back to Japan.
(Chart 4) LT 374 120 355 0 China(including

L : hong kong)
Among the total numbers of Japanese overseas subsidiaries B Other asia

newly established in China or those withdrawn from Chinain 20 | ;¢ 83 15 09
the last two years, the electrical machinery sector held the \ 0 Europe
largest share in the number of withdrawn companies, although -
the number of newly established ones was also large. This 81 410 129 3L B Other's
indicates that companies’ restructuring has become active in ‘ ‘ ‘ ‘
China. (Chart 5) ] 0% 20% 40% 60% 80% 100%

Chart 4 Shares by industry among total export value to Japan by
Japanese manufacturing companies in China
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Chart 5 Number of Japanese overseas subsidiaries newly established in or withdrawn from China (2005, 2006)
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Trade statistics here are created by converting
0 figures in the Ministry of Finance's Trade
5 Statistics (on a yen basis) into US dollars at
10 the average rate of the IMF. Values of exports
15 to Japan by Japanese manufacturing
companies are created based on the results of
5 the Quarterly Survey of Overseas Subsidiaries
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