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Summary

e Prospects DI for July-September 2005
The Sales Current Assessment DI improved significantly. The Prospects DI continued to
reflect high business confidence. In particular, both the Current Assessment DI and the
Prospects DI in the electrical machinery sector improved from their negative positions of the
previous quarter, and were expected to continue to strengthen significantly. In transportation
equipment, the Prospects DI worsened compared with the Current Assessment DI, athough
both remained at high levels.
The Capital Investment Current Assessment DI improved dramatically. The Prospects DI was
expected to deteriorate slightly. Asia exhibited a strong desire for investment, and capital
investment remained at high levelsin ASEAN4 and China.
The Employment DI worsened slightly for al regions except NIESS.

e Actual Resultsfor January-March 2005
Sales posted double-digit growth for the sixth straight quarter. An increase in sales was
observed in al regions due to brisk sales in the electrical machinery and transportation
equipment sectors, etc. Sales in Asia showed no sign of slowing. The electrica machinery
sector in China continued to grow strongly.
Capital investment in ASEAN4 and China expanded considerably. In the Eastern European
bloc, capital investment in the transportation equipment sector was notably robust.
The number of employees continued to increase in Asia, while North America and Europe
registered decreases.

Items of notein the current survey
*Note: The survey was conducted in the middlie of May 2005.
1. The Sales Prospects DI stood at 24.5 percentage points and reflected high business confidence.
Actual salesremained strong, increasing 14.1% compar ed to the same quarter of the previous year,
for the sixth consecutive quarter of double-digit growth.

The Sales Current Assessment DI improved significantly and the Prospects DI also reflected high business
confidence. The Current Assessment DI for NIES3?, where inventory adjustments had been completed in
the IT sector, exhibited a strong recovery. The Prospects DI worsened dightly compared with the Current
Assessment DI. The Prospects DI for North Americaremained at a high level, although it deteriorated in the
transportation equipment sector, etc. In Europe, business confidence declined because of deterioration in
primary sectors such as transportation equipment and electrical machinery. The Prospects DI for Asia
improved significantly in the electrical machinery and the industrial machinery sectors.

Actua sales continued to increase in all regions. In particular, sales in Asia posted their eleventh straight
quarter of double-digit growth. Among them, sales in China continued to increase sharply due to expansion
in the electrical machinery sector. Sales in North America and Europe continued to rise due to strong
performance in the transportation equipment sector.



2. The Capital Investment Prospects DI worsened somewhat, declining by 14.9 percentage points.
Actual capital investment increased sharply, up 24.5% compared with the same quarter a year
earlier, for the ninth consecutive quarter of growth.

The Capital Investment Current Assessment DI improved considerably. In spite of dight declines, the
Prospects DI remained positive in al regions, continuing at double-digit levelsin all regions except Europe.
The Prospects DI for the Asian region declined slightly due to a decrease in the transportation equipment
sector, etc. The Prospects DI for Europe deteriorated in the transportation equipment and electrical
machinery sectors, while that for North America continued to improve due to strong performance in the
electrical machinery sector.

Actua capita investment expanded in all regions except NIEs3. Capital investment in Asia continued its
upward trend. In particular, investment in ASEAN4" saw its fifth consecutive quarter of significant increase,
due to favorable conditions in the transportation equipment sector. Capital investment in China * saw its third
straight quarter of sharp increase, due to solid performance in the electrical machinery and transportation
equipment sectors. Capital investment in Europe also increased greatly for the third consecutive quarter, due
to favorable conditions in the transportation equipment sector. In particular, the Eastern European region saw
heavy capital investment in the transportation equipment sector. Capital investment in North America
registered the eighth consecutive quarter of growth in the electrical machinery sector.

3. The Employment Prospects DI stood at 8.3 percentage points. The Prospects DI recovered dightly
in NIEs3 and was positive in all regions. The number of employees increased 4.3% compared with
the same quarter the previous vear, for the twelfth consecutive quarter of growth.

The Current Assessment DI improved. The Prospects DI showed a dight recovery in NIES3, and was
positive in al regions. Compared with the Current Assessment DI, the Prospects DI deteriorated in all
regions except NIEs3. In North America and Europe, the Prospects DI worsened in primary sectors such as
electrical machinery and transportation equipment. The Prospects DI for Asia showed a margina decrease.
In Asia, Chinaand ASEAN4 remained at double-digit levels, but the Prospects DI declined dlightly.

Actua employment numbers decreased in North America and Europe, while they increased in Asia, where
the number of employees in China continued to grow due to strong performance in the electrica machinery
sector, etc. The number of employees in ASEAN4 saw an increase as a result of favorable conditions in the
transportation equipment sector.

*1: The DI survey period was revised to three months as of the April — June 2004 survey. (The previous single six-
month survey period was divided into “current assessment” and “prospects’ periods of three months each.)
e DI = (percentage of companies responding that they expect an increase) — (percentage of companies responding
that they expect a decrease)
e Quarterly Changes in Current Assessment DI = (Current Assessment DI for April — June 2005) — (Current
Assessment DI for January — March 2005)
e Quarterly Changes in Prospects DI = (Prospects DI for July - September 2005) — (Current Assessment DI for
April — June 2005
*2: NIEs3: Singapore, Taiwan, and the Republic of Korea
*3: ASEANA4: Indonesia, Thailand, the Philippines, and Malaysia
*4: Chinaincludes Hong Kong.



1. Sales

e The Sales Current Assessment DI (outlook for the April — June quarter of 2005) improved
significantly. The Sales Prospects DI (for the July — September quarter of 2005) continued to
reflect high business confidence. The Prospects DI registered a high level mainly in Asia
Compared to the Current Assessment DI, the Prospects DI exhibited a slight deterioration.

The Current Assessment DI (outlook for the April — June quarter of 2005) improved
significantly in NIES3, where inventory adjustments of 1T-related products were completed.
The Prospects DI continued to reflect high business confidence. The Prospects DI for North
America continued at a high level, although the DI in the transportation equipment sector
worsened. The Prospects DI for Europe saw deterioration in primary sectors such as
transportation equipment and electrical machinery. In Asia, the significant improvement for
electrical machinery sector in Prospects DI for ASEAN4 and NIES3 was remarkable.

e Actua salesincreased by 14.1% compared to the same quarter the previous year, for the sixth
consecutive quarter of double-digit growth.

Actua sales continued to increase in al regions. Sales in Asia registered the eleventh straight
quarter of double-digit growth. In particular, China experienced continued brisk sales in such
sectors as electrical machinery and transportation equipment. Actual sales in ASEAN4
continued their upward trend, as in the previous quarter. In North America, actual sales in
transportation equipment, a primary sector, registered the third consecutive quarter of double-
digit rise. Sales in Europe, on the other hand, resulted in a single-digit increase for the first
time in six quarters due to the reduced rate of increase in the electrical machinery sector,
although sales in the transportation equipment sector remained strong.

(Reference) Overseas economies. The world economy is steadily recovering. The American economy is
expanding. As for Asia, the economy in China is continuing to grow strongly; that in Taiwan is
expanding; in Korea the economy is recovering at a moderate rate; and Singapore’'s economy is
expanding slowly. The European economy is showing signs of a moderate recovery. The economy
in the UK is steadily improving. (Excerpt from the June issue of The Monthly Economic Report)

(1) The Sales Current Assessment DI for the current quarter (April-June, 2005) stood at 25.9 percentage
points, asignificant improvement of 16.1 points compared to that for the previous quarter (January-March,
2005).

The Prospects DI for the next quarter (July-September, 2005) was 24.5 percentage points, remaining at a
high level, athough compared to the Current Assessment DI for the current quarter (April-June, 2005), the
Prospects DI showed a dlight decrease of 1.4 points (see Table 1, Chart 1 and Chart 2).

The Current Assessment DI improved significantly. The Prospects DI also continued to reflect high
business confidence. The Prospects DI for Asiaregistered a high level around the 30% mark for the first
time in five quarters. In particular, NIES3 displayed robust recovery, thanks to completion of inventory
adjustments of IT-related products. In addition, the Current Assessment DI for China saw a rapid
recovery in the electrical machinery sector, from 0.0 percentage points for the previous quarter to 37.9
points for the current quarter, while the Prospects DI for China for the current quarter stood at 42.0
points, demonstrating the high level of business confidence.

Compared with the Current Assessment DI, the Prospects DI worsened by 1.4 percentage points, due to
the Current Assessment DI for the current quarter remaining at a high level. There was deterioration in
the Prospects DI for North America (6.0 points lower than the Current Assessment DI for the current
guarter) and for Europe (14.3 points lower than the Current Assessment DI for the current quarter), due
to adecline in the transportation equipment sector, etc. At the same time, the Prospects DI for North
Americaremained high, while the Prospects DI for Asia showed a marginal increase (1.7 points higher
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than the Current Assessment DI for the current quarter) because the DI improved greatly in the electrical
machinery and industrial machinery sectors, in spite of deterioration in sectors such as chemicals. The
electrical machinery sector was particularly remarkabl e in that the Prospects DI for ASEAN4 and NIES3
improved significantly (13.0 points and 16.3 points higher, respectively, than the Current Assessment DI
for the current quarter).

(2) Actua sales (on aUS-dollar basis) increased by 14.1% compared to the same quarter the previous year,
for the sixth straight quarter of double-digit growth (see Table 1, Chart 1 and Chart 3).

Actua sales continued to pick up in al regions. In particular, sales in Asia registered the eleventh
straight quarter of double-digit growth. Actual sales in China retained their strong momentum with an
increase of 27.9% from the same quarter the previous year, and the eleventh consecutive quarter of double-
digit growth due to remarkable saes expansion in primary sectors, including electrical machinery and
transportation equipment. Sales in ASEAN4 posted an increase of 21.6% from the same quarter of the
previous year due to strong performance in the transportation equipment sector (especialy in Thailand),
although quarterly sales growth in the eectrical machinery sector remained at single-digit levels (up 4.1%
from the same quarter of the previous year), as in the previous quarter. Y ear-on-year quarterly sales growth
in NIEs3 stood at 11.8%, due to a year-on-year increase of 45.2% in the transportation equipment sector—
the third straight quarter of solid growth—although electrical machinery sales decreased (down 5.6% on the
same quarter of the previous year) because of continued poor export performance in IT-related products.
Actua salesin North America continued to increase (up 11.0% from the same quarter of the previous year),
for the third consecutive quarter of double-digit growth, with the transportation equipment sector as the
primary driver. Sales in Europe registered only a single-digit increase for the first time in six quarters (up
9.2% from the same quarter of the previous year) due to the reduced rate of expansion in the electrical
machinery sector, although the transportation equipment sector continued to experience favorable sales.

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 )
; : ; ASEAN4 NIES3 China
Reglon Total North  America Asia (see Note 3) (see Note 2) (including Hong Kong) Europe
98. 259 . 245/178. 208 . 14879 . 297 . 314119 . 256 . 291 (-99 - 186 . 155]94 . 380 . 399139 . 170 . 27
comparison to the previous year (161) -14 (30) -60 (21.8) 17 (137) 35 (285) -31 (286) 19 (3.1) -143
Restlts (comparison to same quarter of
previos year) 141 110 211 216 118 219 9.2
Transportation Electrical Industrial .
lndUStry equipment machinery machinery Chemicals ron & Steel
205 . 275 . 1941-32 . 188 . 272|137 . 240 . 241]158 . 339 . 270(302 . 412 . 216
comparison to the previous year (50) -81 (220) 84 (103) 01 (181) -69 (11.0) -196
Results (comparison to same quarter of
previos year) 209 6.4 121 24.9 30.0

note : Figures are shown in the order “ Jan.-Mar.2005(current assessment) — Apr.-Jun.2005(current assessment) —
Jul.-Sep 2005(prospects).
For DI comparison to the previous year, figuresin parentheses are comparison with current assessment DI,

while figures not in parentheses are comparisons with prospects (see note on page 1).
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2. Capital Investment (acquisition costs of fixed assets except land)

e The Capital Investment Current Assessment DI for the quarter (outlook for April-June quarter
of 2005) increased significantly. The Capital Investment Prospects DI remained positive in all
regions, although the Prospects DI had been expected to show a slight deterioration.

The Current Assessment DI (outlook for April-June quarter of 2005) improved significantly
in all regions except North America. In NIES3, in particular, the DI greatly improved dueto
robust results in transportation equipment and other sectors.

The Prospects DI remained positive in all regions, but experienced dlight deterioration. The
Prospects DI for Asiaworsened slightly due to declines in the transportation equipment sector,
etc. The Prospects DI for Europe deteriorated in primary sectors such as electrical machinery
and transportation equipment. The DI for North America continued to improve due to good
resultsin the electrical machinery sector.

e Actua capital investment increased 24.5% from the same quarter a year earlier, for the ninth
straight quarter of growth.
Capital investment expanded in all regions except NIES3. Capital investment in Asia continued
to rise significantly.
Investment in Europe continued its robust expansion for the third consecutive quarter. In
particular, vigorous investment in the Eastern European region was seen in the transportation
equipment-related sector. Capital investment in North America rebounded from past declines,
and increased due to capacity buildup in the electrical machinery sector. Noteworthy in Asia
was capital investment in China, which expanded considerably. Meanwhile, investment in
NIEs3 decreased for the second consecutive quarter due to declines in electrica machinery and
transportation equipment sectors.

(1) The Capital Investment Current Assessment DI for the April-June quarter of 2005 stood at 15.9
percentage points, 7.7 points higher than that for the previous quarter (January-March, 2005),
with improvement seenin all regions.

The Capital Investment Prospects DI (for the July — September quarter of 2005) stood at 14.9
percentage points, 1.0 point lower than the Current Assessment DI for the April-June quarter,
showing a slight decline (see Table 2 and Chart 4).

The Prospects DI was positive in al regions (remaining at double-digit levels in al areas
except Europe). Compared to the Current Assessment DI for the current quarter, the Prospects
DI worsened dlightly.

The Prospects DI for Asia declined dlightly (1.3 points lower than the Current Assessment DI
for the current quarter) due to deterioration in the transportation equipment sector, etc., in spite of
improvements in the industrial machinery sector. The Prospects DI for Europe trended downward,
at 6.4 points below the Current Assessment DI for the current quarter, due to deterioration in the
primary areas of electrical machinery and transportation equipment.

On the other hand, the Prospects DI for North America continued to improve (4.0 points higher
than the Current Assessment DI for the current quarter) due to solid results in the electrical
machinery sector.

In Asia, the Prospects DI for ASEAN4 (1.4 points lower than the Current Assessment DI for
the current quarter) worsened dramatically in the transportation equipment and electrica
machinery sectors. The Prospects DI for NIES3 (8.5 points lower than the Current Assessment DI
for the current quarter) was expected to significantly worsen in the transportation equipment
sector. The Prospects DI for China remained almost flat (0.7 percentage points higher than the
Current Assessment DI for the current quarter) backed by good results in the transportation
equipment sector, although the DI worsened significantly in the areas of chemicals, and iron &
steel. The DI for Chinaremained at ahigh level.
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(2) Actua capital investment (on a US-dollar basis) increased 24.5% compared with the same

quarter ayear earlier, for the ninth consecutive quarter of growth (see Table 2 and Chart 5).

Actual capital investment expanded in all regions except NIES3. Capital investment in Asia
continued to increase significantly. In particular, investment in ASEAN4 registered its fifth
consecutive quarter of growth (up 30.8% from the same quarter of the previous year) due to
strong results in the dominant transportation equipment sector (especially in Thailand). Capital
investment in China continued its broad expansion for the third straight quarter (up 81.2% from
the same quarter of the previous year) due to robust growth in the transportation equipment and
electrical machinery sectors. Capital investment in Europe dramatically increased, for its third
consecutive quarter of growth (up 44.3% from the same quarter of the previous year), due to
stable conditions in the transportation equipment sector. In particular, robust equipment
investment in the transportation equipment-related sector was notable in the Eastern European
region. Although investment in the transportation equipment sector decreased for the second
consecutive quarter, capital investment in North Americareturned to positive territory (up 6.0%
from the same quarter of the previous year) as aresult of electrical machinery sector investment
expanding considerably for the eighth straight quarter, due to buildups in semiconductor
equipment, etc. Capital investment in NIES3 fell sharply for the second straight quarter (down
19.9% from the same quarter of the previous year), due to a considerable shrinkage in the
electrical machinery and transportation equipment sectors.

Table 2 Equipment 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 )

; ; ; ASEAN4 NIES3 China
Reg|0n Total North  America Asia (see Note 3) (see Note 2) (including Hong Kong) Europe
82 . 159 . 149 (109 . 118 . 158 |80 . 179 . 166 |94 _ 183 _ 169 |00 . 189 . 104 |107 . 171 . 178 |59 . 98 . 34
comparison to the previous year (17 10 (09) 40 (99 -13 89 -14 (189) -85 (64) 07 (39 64
Results (comparison to same quarter of
previos year) 245 6.0 36.7 308 -199 812 443
Transportation Electrical Industrial .
! . . Chemicals Iron & Steel
lndUStry equipment machinery machinery
158 . 183 . 119 (33 . 93 . 65 |51 . 161 . 224 |66 . 169 . 137 (62 . 205 . 266
comparison to the previous year (25 -64 (60) -28 (110) 63 (103) -32 (143) 61
Results (comparison to same quarter of
previos year) 26.2 327 788 -184) 679

note : Figures are shown in the order “ Jan.-Mar.2005(current assessment) — Apr.-Jun.2005(current assessment) —
Jul.-Sep 2005(prospects).
For DI comparison to the previous year, figuresin parentheses are comparison with current assessment DI,

while figures not in parentheses are comparisons with prospects (see note on page 1).
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3. Employment

e The Employment Prospects DI (for the July-September quarter of 2005) stood at 8.3 percentage
points.
The Prospects DI for NIES3 recovered to a moderate degree. The DI was positivein al regions.

The Employment Current Assessment DI (for the April-June quarter of 2005) was positive in

al regions except NIES3. The Current Assessment DI for North America was notable for being

in double digits.

Compared to the Current Assessment DI, the Prospects DI worsened marginally in all regions

except NIES3.

The Prospects DIs for North America and Europe worsened in primary sectors, including
electrical machinery and transportation equipment.

The Prospects DI for Asia declined moderately. The DIs for China and ASEAN4 worsened
dightly due to deterioration in sectors such as iron and steel, although the DI remained in
positive double digits.

e The number of employees (as of the end of March 2005) increased 4.3% from the same quarter
of the previous year, marking the twelfth consecutive quarter of growth.

The number of employees decreased in North America and Europe. However, employment in
Asia continued to increase, up 6.6% from the same quarter of the previous year.

Employment in China continued to increase in the electrical machinery, transportation
equipment, and other sectors. In ASEAN4, employment registered its fourth consecutive quarter
of double-digit growth in the transportation equipment sector.

(1) The Employment Current Assessment DI for the April-June quarter of 2005 stood at 10.9
percentage points, 3.0 points higher than that for the previous (January-March) quarter.
The Employment Prospects DI for the July-September quarter of 2005 declined dlightly,
standing at 8.3 percentage points, which was 2.6 points lower than the Current Assessment DI for
the April-June quarter (see Table3).

The Prospects DI stood at 8.3 percentage points and was positive for all regions.

Compared to the Current Assessment DI for the current quarter, the Prospects DI worsened
dightly in al regions except NIES3. The Prospects DI for North America was expected to
deteriorate (down 6.0 points from the Current Assessment DI for the current April-June quarter)
although the Current Assessment DI improved sharply. The Prospects DI for Europe decreased
by 2.3 points from the Current Assessment DI in primary sectors, including electrical machinery
and transportation equipment. In Asia, the Prospects DI declined dlightly (down 1.4 points from
the Current Assessment DI). The Prospects DI for China and ASEAN4 showed dlight
deterioration (down 0.9 points and down 2.3 points, respectively, from the Current Assessment
DI) due to a decrease in the iron and steel sector, although the DI remained in positive double-
digit territory.

Meanwhile, the Prospects DI for NIES3 exhibited a moderate recovery (up 0.4 points from the
Current Assessment DI) because of areduced rate of decline in the electrical machinery sector.

(2) The actual number of employees stood at 2.52 million as of the end of March 2005, up 4.3%
from the same quarter a year previous, and marking the twelfth consecutive quarter of growth
(see Tablel).

While employment declined in North America and Europe, employment in Asia expanded. In
Asia, employment increased 9.9% from the same quarter of the previous year, for the twelfth
consecutive quarter of growth, due particularly to continued strong performance in China's
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electrical machinery sector. Employment in ASEAN4 continued to increase, registering the
fourth consecutive quarter of double-digit growth in the transportation equipment sector.
Meanwhile, employment in North America decreased 0.8% compared to the same quarter of the
previous year, due to a drop in the electrical machinery sector. Employment in Europe
experienced a slight decrease of 0.5% from the same quarter of the previous year, due to alarge
fall in the electrical machinery sector, although the number of employees increased for the
fourth consecutive quarter in the transportation equipment sector. Employment in NIES3
registered a marginal drop of 0.1% compared with the same quarter of the previous year, as a
result of adecline in the electrical machinery sector.

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 )
; : ; ASEAN4 NIES3 China
Reg|0n Tota North  America Asia (see Note 3) (see Note 2) (including Hong Kong) Eumpe
79 109 . 83 |27 . 102 . 42 (109 . 121 . 107 {102 - 132 _ 109 |-16 - 04 - 00 [161 . 152 . 143 |27 . 54 .31
comparison to the previous year (30) -26 (15 -60 (L2) -14 (30) -23 (12) 04 (-09) -09 (27) 23
Results (comparison to same quarter of
previos year) 43 -08 6.6 41 -0.] 99 -05
Transportation Electrical Industrial .
! ; . Chemicals Iron & Steel
lndUStry equipment machinery machinery
107 . 163 - 144 |57 . 85 . 83 |73 . 146 . 140129 . 91 . 73 |145 . 148 . 37
comparison to the previous year (46 -19 (28) -02 (13) -06 (-38) -18 (03) -111
Results (comparison to same quarter of
previos year) 8.3 41 7.7 08 28

note : Figures are shown in the order “ Jan.-Mar.2005(current assessment) — Apr.-Jun.2005(current assessment) —
Jul.-Sep 2005(prospects).
For DI comparison to the previous year, figures in parentheses are comparison with current assessment DI,

while figures not in parentheses are comparisons with prospects (see note on page 1).
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