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e Prospects DI for October — December 2005
Although the Sales Current Assessment DI declined, the Prospects DI dlightly improved and maintained
positive business confidence, showing double-digit growth for al regions. In particular, in the electrical
machinery sector, both the Current Assessment DI and the Prospects DI showed signs of improvement.
The Capital Investment Current Assessment DI maintained a high level of double-digit growth. The
Prospects DI was expected to deteriorate for al regions.
The Employment DI worsened in North America, Europe and NIESS.

e Actual Resultsfor April —June, 2005
Sales increased by double digits compared to the same quarter of the previous year, up for the seventh
consecutive quarter. The transportation equipment sector remained positive, showing increase for al
regions. The electrical machinery sector, which had been stable until then, increased by only 2.8%,
showing sluggish growth especially in Chinaand ASEAN4 and a decrease in NIES3.
Capital investment increased for all regions except North America. In Asia, capital investment continued to
increase significantly in China, while in Europe, it continued to increase significantly mainly in the
electrical machinery and transport equipment sectors.
The number of employees continued to increase in Asia, showing a steady increase especially in China. It
decreased in North America.

Items of notein the current survey *Note: The survey was conducted in mid-August 2005

1. The Sales Prospects DI "* stood at 21.8 per centage points, showing continued positive business confidence.

Actual salesremained positive, up by 15.3% compared to the same quarter of the previous year, showing

double-digit growth for the seventh consecutive quarter.

The Sales Current Assessment DI remained at a high level, but showed a decline in North America and Europe.
The Prospects DI improved significantly in Europe, maintaining positive business confidence with double-digit
growth for all regions. The Prospects DI improved slightly compared to the previous quarter, showing a
significant improvement in Europe, and a dlight improvement in North America, while showing a slight declinein
Asia. Although it improved slightly in China *, there was significant deterioration in ASEAN4® and NIEs3 ™.

Actual sales continued to increase in al regions. In particular, salesin Asia posted their twelfth straight quarter of
double-digit growth. Among them, sales in ASEAN4 remained positive. Theincrease in salesin Chinadid not
exceed 10% for the first time in eleven quarters, due to a owdown in growth in the electrical machinery sector.
Salesin North America and Europe continued to rise due to the strong performance in the transportation

equipment sector.

2. The Capital I nvestment Prospects DI was 11.0 percentage points, showing signs of expected deterioration

in the future. Actual capital investment increased by 4.3% compared to the same quarter of the previous

year, up for the tenth consecutive quarter.




The Capital Investment Current Assessment DI remained almost flat compared to the previous quarter,
maintaining a positive level. Although the Prospects DI declined for all regions, it maintained positive levels for
all regions except NIES3. The Prospects DI was expected to deteriorate in Asia, due to decreases in the electrical
machinery and transportation equipment sectors. In particular, there were significant decreases in the electrical
machinery sector in China and ASEAN4, and in the transportation egquipment sector in NIES3. In North America
and Europe, their major businesses, the transportation equipment and electrical machinery sectors are expected to
deteriorate.

Actual capital investment expanded in al regions except North America. Asia showed significant increases,
especially in the transportation equipment sector. In particular, investment in China continued to increase
significantly, mainly in the transportation equipment sector, while NIEs3 showed an increase for the first time in
three quarters, due to a sharp increase in the transportation equipment sector. Capital investment in the electrical
machinery and transportation equipment sectors in Europe showed significant growth, and in particular, that in the
transportation equipment sector increased steadily in the Eastern European region. Capital investment in North
Americadecreased sharply in the electrical machinery and transportation equipment sectors.

3. The Employment Prospects DI stood at 4.9 percentage points. The Prospects DI was negative due to

declinesin North America, NI ES3 and Europe. The number of employees continued to increase, up by

6.0% compared to the same quarter of the previous year.

The Current Assessment DI was positivein al regions. The Prospects DI was positive in Chinaand ASEAN4 in
Asia, while it became negative in North America, NIES3 and Europe. The Prospects DI compared to the previous
quarter was negative in all regions. It deteriorated in al regionsin Asia, and significantly in North America. It aso
declined in Europe.

Actua employment numbers continued to increasein Asia. In China, the electrical machinery and transportation
equipment sectors showed favorable conditions. The number of employeesin the transportation equipment sector
increased in ASEANA4, while that in the electrical machinery sector declined in NIES3. The number of employees
in North America decreased due to the continued decline in the electrical machinery sector. In spite of a decrease
in the electrical machinery sector, Europe saw an increase in the number of employees as aresult of favorable

conditions in the transportation eguipment 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.)

DI = (Percentage of companies responding that they expect an increase) — (Percentage of companies responding that they
expect a decrease)
Quarterly Changesin Current Assessment DI = (Current Assessment DI for July — September 2005) — (Current Assessment DI
for April — June, 2005)
Quarterly Changesin Prospects DI = (Prospects DI for October — December 2005) — (Current Assessment DI for July —
September, 2005)

*2: NIES3: Singapore, Taiwan, and the Republic of Korea

*3: ASEAN4: Indonesia, Thailand, the Philippines, and Maaysia

*4: Chinaincludes Hong Kong.



1. Sales

e Although the Sales Current Assessment DI (for the July — September quarter of 2005) deteriorated, it
remained at high levels in all regions except Europe and North America. The Sales Prospects DI (for the
October — December quarter of 2005) improved dlightly, up by 0.5 percentage points compared to the
previous quarter. High business confidence was maintained with double-digit growth in all regions.

The Current Assessment DI remained positive in all regions, in spite of alow level in Europe.
The Prospects DI improved dlightly. Although the Prospects DI deteriorated slightly in Asia, high business
confidence was maintained, with a notable improvement in Europe.

e Actual sales continued to increase in all regions, up by 15.3% compared to the same quarter of the previous
year, showing double-digit growth for the seventh consecutive quarter. Actual salesin Asia showed
double-digit growth for the twelfth consecutive quarter, increasing significantly in particular in the
transportation equipment sector in China, NIES3 and ASEANA4. In contrast, growth in actual salesin the
electrical machinery sector slowed down in Chinaand ASEAN4, and NIES3 showed a decrease. Actua
sales in North America maintained double-digit growth for the fourth consecutive quarter, due to favorable
conditionsin the transportation equipment sector. In spite of a slowdown in the electrical machinery sector,
actual salesin Europe showed double-digit growth for the first time in two quarters, due to favorable
conditions in the transportation equipment sector.

(For Reference)
Over seas economies: The world economy is steadily recovering. The American economy is expanding. Asfor Asia, the

economy in Chinais continuing to expand; those in Taiwan and Singapore are expanding; economic expansion is slowing down in
Thailand and Malaysia; in Korea, the economy is recovering at a moderate rate. In the euro area, the economy is showing signs of
amoderate recovery. The economy in the UK is recovering. (Excerpt from the September issue of The Monthly Economic Report)

(1) The Sales Current Assessment DI for the current quarter (July — September, 2005) was 21.3 percentage
points, decreasing by 4.7 percentage points compared to that for the previous quarter (April — June, 2005).
The Sales Prospects DI for the next quarter (October — December, 2005) was 21.8 percentage points, a
dlight improvement of 0.5 percentage points compared to the Current Assessment DI for the current quarter
(July — September, 2005) (see Table 1, Chart 1 and Chart 2).

The Current Assessment DI deteriorated in all regions except ASEANA4, but remained positive in all regions, in
spite of asignificant decline in North America and Europe. The Prospects DI also continued to reflect high
business confidence and, in particular, improved to the 20% mark in Europe.

Compared to the Current Assessment DI, the Prospects DI improved slightly by 0.5 percentage points, due to
the Current Assessment DI for the current quarter remaining at a high level. In Asia (down by 2.0 percentage
points compared to the previous quarter), China showed a dlight improvement, while it declined sharply in

ASEANA4 (down by 7.0 percentage points (id.)) and dlightly in NIES3. Europe (up by 19.9 percentage points
showed a significant improvement, due to recovery in the electrical machinery and transportation equipment
sectors. The Prospects DI for North Americaimproved only slightly, due to a sharp decline in the industria
machinery sector, despite an improvement in the transportation equipment and electrical machinery sectors.

(2) Actua sdes(onaUS-dollar basis) remained positive, increasing by 15.3% compared to the same quarter of
the previous year, for the seventh straight quarter of double-digit growth (see Table 1, Chart 1 and Chart 3).
Actual sales continued to increase in all regions. In particular, salesin Asiaregistered the twelfth straight
quarter of double-digit growth. Salesin ASEANA4 continued to increase significantly due to the strong
performance in the transportation equipment sector, and sales in NIES3 also increased. In contrast, growth in
salesin Chinadid not exceed 10% for the first time in eleven quarters, because the increase in the electrical
machinery sector remained at the one-digit level of 9.7% compared to the same quarter of the previous year,
due to a sharp drop in the price of digital appliances (slim-type liquid crystal televisions and plasma
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televisions, in particular). Salesin North America and Europe showed double-digit growth due to a significant
increase in the transportation equipment sector.

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

DI

Actual Actual
comparison to the comparison to the
previous quaeter (comparion to previous quaeter (comparion to
Current Current Current orresponaing Current Current Current oriesponding
Assessment Assessment Espect Assessment Prospect gf;;)iguosf Assessment Assessment espect Assessment Prospect gf;zsu(:
April .- Jul.-Sep. Oct.-Dec. April .- Jul.-Sep. Oct.-Dec.
( Jun. ) ( 2005 ) ( 2005 ) vean ( Jun. ) ( 2005 ) ( 2005 ) vean
Transportation
Total 260 - 213 - 21.8  -4.7 ) 0.5 15.3 | [equipment 282 - 21.3 - 249 ( -6.9) 3.6 28.3
Electrical
North America 21.4 o 8.1 o 10.3 (-13.3 ) 2.2 12.3 | |machinery 185 o 19.0 - 23.2 (_05) 4.2 2.8
Industrial
Asia 29.6 - 278 - 25.8 ( -1.8 )| -2.0 16.5 | |machinery 264 - 26.3 - 30.9 ( -0.1) 4.6 16.2
ASEAN4 25,8 - 275 - 20.5 ( _1.7)>| -7.0 20.5 | |Chemicals 33.0 - 258 - 26.4  -7.2) 0.6 13.8
NIEs3 17.4 > 15.4 o 15.0 ( -20)| -0.4 9.5 | |Iron and Steel 41.2 > 0.0 o 6.0 (-41.2 ) 6.0 6.6
Chinagincluding
Hong Kong) 378 - 31.2 - 33.3 ( _-6.6 ) 2.1 13.7
Europe 176 - 04 - 203 (-17.2 )| 19.9 14.1




Chartl Sales DI and Actual sales (Dollar bases)

35 — Prospect DI(six months —_—
P ¢ ) Current : Prospect
30 assessment DI 1 DI
1
25 |
|
20
15 r
10
5 |
0
S or —m—  level (% point)
-10 X —X—Changes in Dollar - Actual results (Year-on-year,
X— 9 (¢ yean (survey period change to three months)
-15 r
Oct. |Jan.-Jun.|Apr.-Sep.| Jul.-Dec.| Oct. |Jan.-Jun.|Apr.-Sep.| Jul.-Dec. Oct. |Jan.-Jun.|Apr.-Sep.|Jul.-Sep.| Oct- |Jan.-Mar.|Apr.-Jun.| Jul-Sep.| Oct.-
2001- | 2002 2002 2002 | 2002- 2003 2003 2003 2003- | 2004 2004 2004 Dec. 2005 2005 2005 Dec.
Mar. 2002 Mar. 2003 Mar. 2004 2004 2005
Oct.- |Jan.-Mar. |Apr.-Jun.|Jul-Sep.| Oct.- |Jan.-Mar.|Apr.-Jun.|Jul-Sep.| Oct.- |Jan.-Mar.|Apr.-Jun.|Jul.-Sep.| Oct.- |Jan.-Mar.|Apr.-Jun.
Dec. 2002 2002 2002 Dec. 2003 2003 2003 Dec. 2004 2004 2004 |Dec.2004| 2005 2005
2001 2002 2003
The upper line is resuls and the lower line is DI
Chart2 Sales DI (By Region)
60 | 4—— Prospect DI(six months) > | >
Current | Prospec
50 assessment DI ! t DI
r 1
1
1
L 1
40 h
1
30 r
20 r
10
0
—O—All areas —>X~—North America
i | —{— ASEAN4 —X—NIES3
—@— China(including Hong Kong) Europe
-20 -
Apr.-Sep. Jul-Dec. Oct2002- Jan-Jun. Apr.-Sep. Jul-Dec. Oct2003.- Jan.-Jun. Apr-Sep. | Jul-Sep. Oct-Dec. Jan.-Mar. Apr.-Jun. Jul-Sepj Oct-Dec.
2002 2002 Mar.2003 2003 2003 2003  Mar.2004. 2004 2004 2004 2004 2005 2005 2005 | 2005
1
*(surv ey period change to three months)
Chart3 Actual sales (By Region)
40
compares with the
20 - correspondind period of
the previous year
20
10
0 |
| 4 X .
-10 4 =O=All areas —-X-— North America
o — O ASEAN4 —X— NIES3
-20 —@— China(including Hong Kong) Europe
-30

Jan.—Mar.‘ Apr.—Jun.‘ Jul.-Sep. ‘Oct.—Dec. Jan.—Mar.‘ Apr.—Jun.‘ Jul.-Sep. ‘Oct.—Dec. Jan.-Mar. ‘ Apr.-Jun. ‘ Jul.-Sep. ‘Oct.—Dec. Jan.-Mar. | Apr.-Jun.

2002 2003

2004

2005




2. Capital Investment (acquisition costs of fixed assets except land)

e The Capital Investment Current Assessment DI for the quarter (the July — September quarter of 2005)
maintained double-digit growth in all regions. The Capital Investment Prospects DI was expected to
deterioratein al regions, and in particular, that for NIES3 fell to a negative level.

The Current Assessment DI (for the July — September quarter of 2005) maintained double-digit growth in
al regions.

The Prospects DI declined in all regions. The Prospects DI for NIES3 fell to negative levels due to the
potentially sharp decline in the transportation equipment and electrical machinery sectors. That for North
America deteriorated to a one-digit level.

e Actual capital investment increased by 4.3% compared to the same quarter of the previous year, up for the
tenth consecutive quarter. Actual capital investment increased in all regions except North America. A
significant increase has been observed continuously in Asia. Capital investment in Europe increased
significantly for the fourth consecutive quarter, with steady investment in the transportation
equipment-related, sector especialy in the Eastern European region. Capital investment in North America
fell sharply, dueto decreasesin the electrical machinery and transportation equipment sectors. In Asia,
vigorous investment in the transportation eguipment sector continued in Chinaand ASEANA4. Investment in
NIEs3 increased for the first time in three quarters, due to a significant increase in the transportation
equipment sector, in spite of a decrease in the electrical machinery sector.

(1) TheCapital Investment Current Assessment DI for the current quarter (July — September, 2005) was 15.9
percentage points, remaining flat at 0.0 points compared to that for the previous quarter (April —June, 2005).
It maintained double-digit levelsin al regions.

The Capital Investment Prospects DI for the next quarter (October — December, 2005) was 11.0 percentage
points, remaining positive in all regions except NIEs3 (maintaining double-digit levels except in North
America) (see Table 2 and Chart 4).

The Current Assessment DI deteriorated in al regions, down to — 4.9 percentage points. In Asia (4.8
percentage points compared to the previous quarter), the DI declined sharply in NIES3 (—11.3 percentage
points, with a notable decline in the transportation equipment sector (—32.0 percentage points) and in the
electrical machinery sector (—14.4 percentage points). Deterioration was observed also in Chinaand ASEANA4.
In North America and Europe, the DI was expected to fall in the transportation equipment and electrical
machinery sectors.

(2) Actua capital investment (on a US-dollar basis) increased by 4.3% compared to the same quarter of the
previous year, up for the tenth consecutive quarter (see Table 2 and Chart 5).
Actual capital investment increased in all regions except North America. In Asia, capital investment in China
continued to increase significantly. Growth in capital investment in ASEAN4 dowed down alittle, but still
remained in the double-digit range. Capital investment in NIES3 increased for the first timein three quarters,
due to a significant increase in the transportation equipment sector. Capital investment in Europe increased
significantly for the fourth consecutive quarter, mainly in the electrical machinery and transportation
equipment sectors. In particular, capital investment in the transportation equipment sector continued to be
positive in the Eastern European region. In contrast, capital investment in North America dropped sharply by
34.6% compared to the same quarter of the previous year, decreasing significantly, in particular, in the
electrical machinery sector (down by 70.5%) and in the transportation equipment sector (down by 31.8% ).



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
previous quaeter (comparion to| previous quaeter (comparion to
Current Current Current responding Current Current Current responding
Assessment Assessment RESEECt Assessment Prospect gf;zguosf Assessment Assessment RECSEECt Assessment Prospect Sf;zgu(:
April .- Jul.-Sep. Oct.-Dec. April .- Jul.-Sep. Oct.-Dec.
( Jun. ) ( 2005 ) ( 2005 ) vear) ( Jun. ) ( 2005 ) ( 2005 ) vear)
Transportation
Total 159 - 159 - 11.0 ( 0.0) -4.9 4.3 | |equipment 193 - 225 o 13.4 ( 3.2) -9.1 -0.6
Electrical
North America 121 15.1 - 8.3 ( 3.0) -6.8 -34.6 | [machinery 9.8 - 13.6 - 4.5 ( 3.8) -9.1 -9.1
Industrial
Asia 18.1 - 16.8 - 12.0 ( -1.3) -4.8 20.6 | |machinery 16.1 - 9.0 - 12.7 ( -7.1) 3.7 58.8
ASEAN4 18.8 - 15.7 - 13.8 ( -3.1) -1.9 13.8 | |Chemicals 16.2 - 13.9 - 12.9 ( -2.3) -1.0 28.4
NIEs3 18.2 - 10.9 - -0.4 ( -7.3)|-11.3 22.3 | |iron and Steel 20.5 - 6.6 - 19.7 ( -13.9 )| 13.1 66.5
Chinagincluding
Hong Kong) 172 - 20.0 - 14.7 ( 2.8) -5.3 35.4
Europe 9.6 - 11.6 - 10.1 ( 2.0) -1.5 72.6
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3. Employment

e The Employment Prospects DI (for the October — December quarter of 2005) stood at 4.9 percentage points.
The Prospects DI for China and ASEAN4 was positive, while that for North America, NIES3 and Europe

e The number of employees (as of the end of June 2005) continued to increase, up by 6.0% compared to the

was negative, with anticipated deterioration.
The Employment Current Assessment DI (for the July — September quarter of 2005) was positivein al
regions.
Compared to the Current Assessment DI, the Prospects DI was expected to declinein all regions. The
Prospects DI for North Americafell sharply in the transportation egquipment sector. The Prospects DI for
Europe worsened in the electrical machinery sector. In Asia, that for ASEAN4 deteriorated greatly.

same quarter of the previous year.
The number of employees continued to increase in Asia. The number of employees increased sharply in
Ching, in particular, by 11.0%, and in ASEAN4 by 5.0%, while it decreased slightly in NIEs3 by 0.3%.
The number of employees increased in Europe by 4.1%, but decreased in North America by 1.5%.

)

)

The Employment Current Assessment DI for the July — September quarter of 2005 was 9.7 percentage
points, declining slightly, by 1.3 points compared to that for the previous quarter (April — June, 2005).

The Employment Prospects DI for the October — December quarter of 2005 was 4.9 percentage points,
which was 4.8 points lower than the Current Assessment DI for the current quarter (July — September, 2005)
(see Table 3).

The Prospects DI stood at 4.9 percentage points. In Asia, it was positive, at one-digit figures. Compared to the
Current Assessment DI for the current quarter, the Prospects DI deteriorated in all regions. In particular, in
North America, the Current Assessment DI worsened, and the Prospects DI was also expected to worsen
sharply. In Europe and ASEAN4 as well, the Current Assessment DI worsened, and the Prospects DI was
expected to fall aswell.

The actual number of employees stood at 2.65 million as of the end of June 2005, up by 6.0% compared to
the same quarter of the previous year (see Table 3).
Employment continued to increase in Asia. In particular, employment in Chinaincreased by 11.0%, due to
double-digit growth in the transportation equipment and electrical machinery sectors. Employment in
ASEAN4 also increased, up by 5.0%, while that in NIES3 decreased slightly by 0.3%, due to a decrease in the
electrical machinery sector. Employment in Europe increased by 4.1%, due to double-digit growth in the
transportation equipment sector for the first time in two quarters. Meanwhile, employment in North America
registered amarginal decrease of 1.5%, due to a decreasein the electrical machinery sector for the fourteenth
consecutive quarter.

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 (comparion to previous quaeter (comparion to
Current Current Current responding Current Current Current responding
Assessment Assessment RESEECt Assessment Prospect zi:\zgu(: Assessment Assessment ECSEECt Assessment Prospect z?;zsu(:
April .- Jul.-Sep. Oct.-Dec. April .- Jul.-Sep. Oct.-Dec.
( Jun. ) ( 2005 ) ( 2005 ) vean ( Jun. ) ( 2005 ) ( 2005 ) vean
Transportation
Total 11.0 - 9.7 - 4.9 ( -1.3) -4.8 6.0 | |equipment 164 - 163 - 12.3 ( -0.1) -4.0 14.4
Electrical
North America 104 o 7.2 o -0.7 ( -3.2) -7.9 -1.5 | [machinery 85 o 7.5 o 2.9 ( -1.0) -4.6 2.6
Industrial
Asia 121 - 123 o 8.0 (_0.2) -4.3 7.6 | |machinery 16.1 - 141 o 6.6 ( -2.0) -7.5 9.1
ASEAN4 13.3 - 12.8 o 6.5 (_-0.5) -6.3 5.0 | |Chemicals 8.8 o 8.4 o 5.5 ( -0.4) -2.9 3.7
NIEs3 -0.4 0.8 o -2.3 ( 1.2) -3.1 -0.3 | [iron and Steel 14.8 o 1.4 o 3.0 (-13.4) 1.6 1.3
Chinagincluding
Hong Kong) 152 - 153 -5 12.9 (_0.1) -2.4 11.0
Europe 57 o 0.7 > -1.9 ( -5.0) -2.6 4.1




