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I. Quarterly Survey of Overseas Subsidiaries
1. Outline of the survey

(1) Purpose of the survey
The purpose of this survey is to identify overseas economic trends in advance by surveying the results and
prospects for the overseas business activities of Japanese companies, as well as to understand trends in
overseas activities and the degree of globalization of Japanese enterprises. A further purpose is to contribute
to the development of flexible industrial and trade policies.

(2) Legal basis of the survey
These are officially authorized statistics compiled in accordance with Article 4 of the Statistical Reports
Coordination Law.

(3) Date of the survey
The survey was based on the period ending on the last day of June 2006.
(The deadline for submitting survey responses for this quarter was August 15, 2006.)

(4) Survey targets

The survey covers companies that met all the following criteria as of the end of March 2006:

@ All industries except finance, insurance, and real estate

@ Companies with 100 million yen or more in capital

@ Companies with 50 or more employees

@ Companies with overseas subsidiaries

This survey also targets overseas subsidiaries of the above Japanese parent companies (including overseas
subsidiaries that were established during the term of the survey) that meet all of the following criteria as of
the end of the surveyed quarter:

@O Manufacturing companies

@ Companies with 50 or more employees

(@ Companies with 50% or more of their capital coming from parent companies, including both direct

and indirect funds (such as funds provided via local subsidiaries).

(5) Survey method
The survey was conducted via mail, using self-declarations submitted by parent companies.

(6) Survey content
The survey covers actual figures and DI (business confidence) in the three areas of: Sales, the acquisition
price of tangible fixed assets, and the number of employees. Starting with the April — June 2004 survey, the
DI survey period was revised to three months (please see Page 26-27 for details).

(7) Response rate
The responses to the survey for this quarter are summarized below:

Number of companies covered by the | Number of companies that

L Response rate
survey (overseas subsidiaries) responded P

3,864 2,964 76.7%




2. Usage notes

(1) Regarding listed currencies
This “Quarterly Survey of Overseas Subsidiaries”, which consists of the former “Trend Survey of
Japanese Companies” (excluding the “Survey of Parent Companies™), has been conducted since the April —
June quarter of 2003, and focuses on overseas subsidiaries engaged in manufacturing overseas. Accordingly,
amounts relating to overseas subsidiaries listed in local currencies are analyzed by converting them into US
dollars at the average exchange rate for the quarter announced by the IMF.
(For exchange rates of major currencies relative to the US dollar, please see Page 25.)

(2) Adjustments to deal with gaps in reported values
Previously omitted parts were added, starting with the April — June quarter of 2004, resulting in a gap
between results for that quarter and those for previous quarters. Therefore, comparisons between the current
quarter and the corresponding quarter of the previous year are calculated and estimated by totaling the
figures only for overseas subsidiaries continuously subject to the survey since the corresponding quarter of
the previous year.

(3) Method for determining numerical values

(DQuarterly numerical values
Numerical values for the current quarter are finalized in the succeeding quarter.

@Numerical values for the previous year (quarterly values, fiscal year totals)
Previous-year figures are finalized in the quarter immediately following the last quarter of the fiscal
year (i.e., the April — June quarter) with inter-fiscal year adjustments. Therefore, final figures for FY
2004 (April 2004 — March 2005) will differ from cumulative totals seen in the January — March quarter
of 2005.

(4) Annotations in the statistical tables

- : Indicates no results.

p : Indicates preliminary estimated values. Numerical values for this quarter are preliminary
estimates, and may be revised in the succeeding quarter.

X : Indicates that data is not being disclosed because there are only one or two overseas subsidiaries
involved. Data may also be undisclosed when there are three or more companies, in order to avoid the
risk of enabling the calculation of “x” from the data provided.

r : Indicates changes from released figures (other than preliminary estimates) for the previous
quarter. However, this mark is not attached when a change occurs due to compensation between fiscal
years.

(5) Tabulation method
Data for all companies covered by the survey is tabulated after estimating the results for companies that
did not submit responses, based on the following formula in each region and industry (the number of
employees given in the previous quarter is used in the case of employees). All items are estimated except the
“amount of acquired tangible fixed assets.”

Estimated values for this quarter for companies not submitting data =
Value for corresponding quarter in previous year for relevant companies X

Total values for this quarter for companies that submitted data both this quarter and
in the same quarter of the previous year

Total values for same quarter of the previous year for companies that submitted data both this quarter and
in the same quarter of the previous year



I1. Survey Results
1. Trends in sales

@ The Sales Current Assessment DI (for the July — September quarter of 2006) was positive in all regions
except Europe though it slightly worsened. The Sales Prospects DI (for the October — December
quarter of 2006) also maintained a robust business sentiment, keeping positive at the double-digit level in
all regions although it deteriorated slightly.

e The Current Assessment DI for Asian regions remained high, but it turned negative for Europe.
e The Prospects DI marginally worsened. ASEAN4 and China declined. NIEs3, North America and
Europe improved. Europe, in particular, showed a significant improvement.

@®  Actual sales slightly improved, up 6.6% compared to the same quarter of the previous year, after
declines in the growth rate for three quarters in a row. In the Asian region, sales decreased less due to an
increase in the electrical machinery sector, etc. in spite of a decrease in the transportation sector in NIES3.
Sales in China posted a substantial increase because the transportation equipment sector grew at a solid
rate. ASEAN4 registered a single-digit growth because of a drop in sales in the electrical machinery
sector and sluggish sales in transportation equipment sector. North America also showed a single-digit
growth due to a slower growth in the transportation equipment sector despite an increase in the electrical
machinery sector. Europe increased for the second consecutive quarter due to a leap in the electrical
machinery sector. (Chart 1)
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(1) DI
The Sales Current Assessment DI (for the July — September quarter of 2006) stood at 21.4 percentage points,
down marginally by 0.5 percentage points compared to the Sales Current Assessment DI of the previous
quarter (for the April — June quarter of 2006). The Sales Prospects DI (for the April — September quarter of
2006) was 20.9 percentage points, slightly down by 0.5 percentage points from the Current Assessment DI for

the current quarter (for the July — September quarter of 2006). (Table 1)
Table 1 Sales DI (according to area/industrial classifications)
DI : DI )
. Comparison to the . i Comparison to the
According to [ e i . . . Survey of e e e i
ord g ool previous quuarter Industrial classification e ol 0 previous quuarter
(DCurrent (@Current (3)Prospect Current P (DCurrent @Current  (@Prospect Current
rospect Prospect
assessnent assessment assessment assessnent assessment assessment
(2006.Apr.-Jun))  (2006.0ul-Sep) (2006.0ct-Dec) |  [@-@] [3-@] (2006.Apr.-Jun))  (2006.Jul.-Sep.)  (2006.0ct-Dec)|  [@-D)] [3®-Q2]
Total (All areas) 219 - 214 - 209 |( 0.5) -0.5 | [Total (All manufacturing industry) 219 - 214 - 209 |( -0.5) -0.5
North america 112 -~ 76 - 129 |( 236 ) 53 Transportation equipment 149 - 153 - 19.3 |( 04) 4.0
Asia 271 -~ 290 - 249 |( 1.9) -4.1 Electrical machinery 155 - 19.1 - 15.8 |( 36 ) -3.3
ASEAN4 211 -~ 253 -~ 17.8 |( 42) -1.5 Industrial machinery 279 - 18.1 - 23.2 |( -9.8) 5.1
NIEs3 194 - 154 - 19.8 |( -4.0 ) 44 Chemicals 290 - 251 - 23.5 |( -3.9) -1.6
T 346 - 359 - 316 |( 13) -4.3 | | ron and steel 26 -~ 141 - 177 | -105) 3.6
Europe 114 - 53 - 111 | -16.7) 16.4 (Unit : percentage point)




Though the Sales Current Assessment DI ™ stayed high in Asia, it turned negative in Europe. The Prospects
DI significantly improved in Europe, showing a double-digit positive growth in all regions.

The Sales Prospects DI slightly deteriorated, down by 0.5 percentage points compared with the previous
quarter. Among Asian countries, the Prospects DI in China ", though still remaining high, worsened due to
declines in the electrical machinery sector and the transportation equipment sector. The Prospects DI in
ASEANA4 ™ dropped because the electrical machinery sector fell significantly and the transportation equipment
sector also deteriorated. In contrast, the DI in NIEs3 ™ rebounded due to a substantial upbeat in the
transportation equipment sector, though the electrical machinery sector sank. It picked up in North America
because the transportation equipment sector improved substantially and the electrical machinery sector also
improved. Europe saw the DI pick up strongly because the electrical machinery sector and the industrial

machinery sector significantly improved and the transportation equipment sector also grew. (Table 2)
Table2 Sales DI for main industries classified by area
North america Asia (Unit : percentage point)
Survey of Survey of
previos term Survey of the present term(Apr.-Jun.2006) previos term Survey of the present term(Apr.-Jun.2006)
(Jan.-Mar.2006)| (Jan.-Mar.2006)|
Sales Sales
Current Current comparisonto |, comparison to Current Current comparisontof., ' comparison to
assessment assessment the previous P the previous assessment assessment the previous P the previous
(Apr.-Jun.2006) | (Jul.-Sep.2006) quarter (Oct.-Dec.2006)| quarter (Apr.-Jun.2006) |(Jul.-Sep.2006) quarter (Oct.-Dec.2006) quarter
All manufacturing industry 11.2 7.6 -3.6 12.9 5.3 All manufacturing industry 27.1 29.0 1.9 24.9 -4.1
Transportation equipment 4.6 -5.6 -10.2 14.3 19.9 Transportation equipment 21.8 35.1 13.3 30.6 -4.5
Electrical machinery -10.9 -6.9 4.0 -1.4 55 Electrical machinery 20.1 25.1 5.0 17.6 -7.5
Industrial machinery 20.0| 17.4 -2.6 13.3 -4.1 Industrial machinery 38.1 20.0 -18.1 26.1 6.1
Chemicals 21.0) 23.7 2.7 16.9 -6.8 Chemicals 35.5 31.3 -4.2 31.1] -0.2
Iron and steel 25.0 22.2] -2.8 11.1 -11.1 Iron and steel 23.8] 12.5 -11.3 19.5] 7.0
ASEAN4 NIEs3
Survey of Survey of
previos term Survey of the present term(Apr.-Jun.2006) previos term Survey of the present term(Apr.-Jun.2006)
(Jan.-Mar.2006)] (Jan.-Mar.2006)]
Sales Sales
Current Current comparison to Prospect comparison to Current Current comparison to Prospect comparison to
assessment assessment the previous the previous assessment assessment the previous the previous
(Apr.-Jun.2006) | (Jul.-Sep.2006) quarter (Oct.-Dec.2006)| quarter (Apr.-Jun.2006) |(Jul.-Sep.2006) quarter (Oct.-Dec.2006) quarter
All manufacturing industry 21.1 253 4.2 17.8 -7.5 All manufacturing industry 19.4 15.4 -4.0 19.8 4.4
Transportation equipment 8.9 28.7 19.8 23.3 -5.4 Transportation equipment 3.4 0.0 -3.4 19.4 19.4
Electrical machinery 16.6 24.2 7.6 6.9 -17.3|  |Electrical machinery 14.1 14.3 0.2 11.1 -3.2
Industrial machinery 31.0 33.3 2.3 36.6 3.3 Industrial machinery 32.0 4.7 -27.3 14.3 9.6
Chemicals 29.6 20.4 -9.2 10.9 -9.5 Chemicals 25.0 6.5 -18.5 28.3] 21.8
Iron and steel 9.5 0.0) -9.5 14.3] 14.3 Iron and steel 25.0) 40.0 15.0 0.0) -40.0
China Europe
Survey of Survey of
previos term Survey of the present term(Apr.-Jun.2006) previos term Survey of the present term(Apr.-Jun.2006)
(Jan.-Mar.2006)| (Jan.-Mar.2006)]
Sales Sales
Current Current comparison to g comparison to Current Current comparison to PR comparison to
lent  |assessment the previous the previous it |assessment | the previous the previous
(Apr.-Jun.2006) | (Jul.-Sep.2006) quarter (Oct.-Dec.2006) quarter (Apr.-Jun.2006) | (Jul.-Sep.2006)| quarter (Oct.-Dec.2006) quarter
All manufacturing industry 34.6 35.9 1.3 31.6 -4.3 All manufacturing industry 11.4 -5.3 -16.7 11.1 16.4
Transportation equipment 444 51.6 7.2 41.9 -9.7 Transportation equipment 13.8 -27.6 -414 -13.2 14.4
Electrical machinery 25.6 29.0 34 27.3 -1.7 Electrical machinery 4.8 -4.9 -9.7 233 28.2
Industrial machinery 44.8] 15.0 -29.8 22.0 7.0 Industrial machinery 10.4] 9.6 -0.8 31.7 22.1
Chemicals 50.8 58.4f 7.6 52.8 -5.6 Chemicals 14.0) -2.3) -16.3 -6.7 -4.4
Iron and steel 43.8 29.4 -14.4 31.2] 1.8 Iron and steel 0.0 -100.0| -100.0 -50.0) 50.0
North America
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ASEAN4

The overall Prospects DI (17.8 percentage points)
decreased by 7.5 points compared to the overall Current
Assessment DI.  The Prospects DI for the electrical
machinery sector (6.9 points) showed a significant decrease
of 17.3 points (id.) and that for the transportation equipment
sector (23.3 percentage points) worsened by 5.4 points (id.).
The Prospects DI for the chemical sector (10.9 percentage
points) dropped by 9.5 points (id.). In contrast, the
Prospects DI for the industrial machinery sector (36.6
percentage points) and the iron and steel sector (14.3
percentage points) improved by 3.3 points and 14.3 points
respectively.

NIEs3

The overall Prospects DI (19.8 percentage points)
improved by 4.4 points from the overall Current
Assessment DI.  The DI for the transportation equipment
sector (19.4 percentage points) improved substantially, up
by 19.4 points (id.). The DI for the industrial machinery
sector (14.3 percentage points) also improved by 9.6 points
(id.) and that for the chemical sector (28.3 percentage
points) significantly improved by 21.8 points (id.). In
contrast, the Prospects DI for the electrical machinery
sector (11.1 percentage points) worsened by 3.2 points (id.)
and that for the iron and steel sector (0.0 percentage points)
were significantly down by 40.0 points.

China

The overall Prospects DI (31.6 percentage points)
deteriorated by 4.3 points compared to the overall Current
Assessment DI for the current quarter. The Prospects DI
for the electrical machinery sector (27.3 percentage points)
dropped slightly, down by 1.7 points (id.). The DI for the
transportation equipment sector (41.9 percentage points)
remained strong though it declined by 9.7 points. The DI
for the chemical sector (52.8 percentage point) also
remained high in spite of a drop by 5.6 points (id.). The
Prospects DI for the industrial machinery sector (22.0
percentage points) picked up by 7.0 points (id.) and that for
the iron and steel sector (31.2 percentage points) showed a
modest increase of 1.8 points (id.).

Europe

The overall Prospects DI (11.1 percentage points) shifted
to the positive, showing a remarkable improvement of 16.4
points from the minus level in the Current Assessment DI.
The Prospects DI for the electrical machinery sector (23.3
percentage points) significantly improved, up by 28.2 points
from the Current Assessment DI for the current quarter.
The DI for the transportation equipment sector (minus 13.2
percentage points) gained by 14.4 points (id.) and that for
the industrial machinery sector (31.7 percentage points)
substantially improved by 22.1 points (id). The Prospects
DI for the iron and steel sector (minus 50.0 percentage
points) also jumped, up by 50.0 points (id.). The DI for
the chemical sector (minus 6.7 percentage points)
deteriorated by 4.4 points (id.).
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Notes) *1: DI = (Percentage of companies that responded that they expected an increase) — (Percentage of companies that
responded that they expected a decrease)

Quarterly Changes in Current Assessment DI = (Current Assessment DI for the current quarter) — (Current
Assessment DI for the previous quarter)
Quarterly Changes in Prospects DI = (Prospects DI for the current quarter) — (Current Assessment DI for the
current quarter)
The Current Assessment DI for the previous quarter is based on current assessment figures for the period from
April to June 2006 collected in the survey from January to March 2006.
The Current Assessment DI for the current quarter is based on current assessment figures for the period from
July to September 2006 collected in the survey from April to June 2006.
The Prospects DI for the current quarter is based on prospects figures for the period from October to December
2006 collected in the survey from April to June 2006.

*2:  China including Hong Kong

*3:  ASEANA4: Indonesia, Thailand, the Philippines, and Malaysia
*4: NIEs3: Singapore, Taiwan, and the Republic of Korea

*5:  Percentage points in parentheses represent levels.
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(2) Actual Results
Total sales amounted to US$163,293,710,000, up by 6.6 % compared to the same quarter of the previous year,
representing a slight recovery after the third consecutive decline of the growth rate. By sector, sales in the
transportation equipment sector registered the second straight quarter of single-digit increase, up by 7.6% (id.).
Sales in the electrical machinery sector continued a single-digit increase for seven quarters in a row, up by 4.7%
(id.), and those in the industrial machinery sector increased by 13.4% (id.), recording a double-digit increase for
two quarters in a row. While sales in the chemical sector made a single-digit increase for four quarters in a
row by gaining by 2.5% (id.), on the other, sales in the iron and steel sector increased 2.8%, up for the first time
in four quarters. (Table 3)

Table 3 Actual result of sales

Actual result Actual result
nd ial classificati (comparison to corresponding period of previous year : percentage) Ind ial classificati (comparison to corresponding period of previous year : percentage)
ndustrial classification 3005 3006 ndustrial classification 3005 2006
Apr.-Jun.| Jul-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun. Apr.-Jun.| Jul-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun.
Total (All areas) 15.0 10.7 8.3 5.3 6.6 | |Total (Al manufacturing industry) 15.0 10.7 8.3 5.3 6.6
North america 13.5 8.1 7.6 4.2 4.6 | | Transportation equipment 27.0 20.1 13.5 6.2 7.6
Asia 14.3 13.5 12.5 5.4 7.9 | | Electrical machinery 1.9 1.4 4.5 2.7 4.7
ASEAN4 16.9 14.7 10.3 2.6 2.3 | | Industrial machinery 17.2 8.5 9.9 11.7 134
NIEs3 8.2 4.5 6.4 -4.7 0.7 | | Chemicals 14.3 5.8 6.8 43 2.5
China(including Hong Kong)| 13.0 14.8 18.7 13.8 19.5 Iron and steel 6.6 -6.1 94 -10.4 2.8
Europe 13.8 6.8 -0.1 34 59 (Unit : percentage)




Sales in Asia registered a modest second straight quarter of single-digit growth, up 7.9% from the same
quarter of the previous year. The transportation equipment sector improved substantially. In contrast, the
electrical machinery sector declined for the first time in 19 quarters. Sales in China continued to record a
double-digit increase fueled by brisk sales in the transportation equipment sector, which grew strikingly by
89.7% in spite of the sluggish electrical machinery sector, which showed a single-digit increase for two quarters
in a row. Sales in NIEs3 suffered the second consecutive quarter of decline because the drop in the
transportation equipment sector shown in the previous quarter continued in the current quarter despite the fact
that sales the electrical machinery sector and the industrial machinery sector turned to an increase. Sales in
ASEAN4 only achieved single-digit growth for two quarters in a row because the electrical machinery sector
declined for the second consecutive quarter and the iron and steel sector dropped for three quarters in a row
despite increases in the transportation equipment sector, the industrial machinery sector and the chemical sector.
Sales in North America failed to exceed single-digit growth for four quarters in a row because the transportation
equipment sector increased but failed to reach double-digit growth for two quarters in a row in spite of the first
increase in five gquarters in the iron and steel sector. Sales in the electrical machinery in Europe significantly
increased, and the transportation equipment sector and the industrial machinery sector also gained, thus the

overall sales in Europe recorded the second straight quarter of increase. (Table 4)
Table 4 Sales actual result for main industries
North america Asia
Actual resaut Actual resaut
Sales (comparion to corresponding period of previous year : percentage) Sales (comparion to corresponding period of previous year : percentage)
2005 2006 2005 2006
Apr.-Jun.| Jul.-Sep.] Oct.-Dec.| Jan.-Mar.| Apr.-Jun. Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.]| Apr.-Jun.
All manufacturing industry 13.5 8.1 7.6 4.2 4.6 All manufacturing industry 14.3 13.5 12.5 54 7.9
Transportation equipment 20.9 12.9 10.4 2.8 2.8 Transportation equipment 40.3 40.1 25.9 10.1 18.1
Electrical machinery -0.8 -2.1 34 2.6 6.9 Electrical machinery 2.2 3.7 7.4 2.3 -1.4
Industrial machinery 14.7 2.3 7.7 8.5 12.8 Industrial machinery 14.2] 12.9 16.0 14.8 17.9
Chemicals 7.5 6.2 12.3 12.5 7.0 Chemicals 17.8] 9.0] 9.6 3.9 10.4
Iron and steel -21.9 -24.6) -16.4 -19.3 8.3 Iron and steel 24.8| 5.1 -9.1 -6.4 -1.3
ASEAN4 NIEs3
Actual resaut Actual resaut
Sales (comparion to corresponding period of previous year : percentage) Sales (comparion to corresponding period of previous year : percentage)
2005 2006 2005 2006
Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun. Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun.
All manufacturing industry 16.9 14.7 10.3 2.6 2.3 All manufacturing industry 8.2 4.5 6.4 -4.7 -0.7
Transportation equipment 43.5 45.6 24.9 2.2 5.7 Transportation equipment 59.7 29.1 11.2 -8.3 -13.0
Electrical machinery 3.0 1.4 4.6 -0.3 -8.5 Electrical machinery -11.1 -7.1 1.3 -1.9 2.6
Industrial machinery 6.7 3.2 12.1 1.3 7.6 Industrial machinery 10.4f 5.6 3.7 -1.5 5.6
Chemicals 5.8 -5.1 5.0 4.1 11.0 Chemicals 27.4 24.2 9.6 1.5 5.1
Iron and steel 25.5| 2.6 -19.3 -15.5 -10.0 Iron and steel - - - - -
China(including Hong Kong) Europe
Actual resaut Actual resaut
(comparion to corresponding period of previous year : percentage) (comparion to corresponding period of previous year : percentage)
Sales Sales
2005 2006 2005 2006
Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun. Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun.
All manufacturing industry 13.0 14.8 18.7 13.8 19.5 All manufacturing industry 13.8 6.8 -0.1 3.4 5.9
Transportation equipment 423 36.3 44.9 39.0 89.7 Transportation equipment 229 15.9 0.2 3.2 3.6
Electrical machinery 8.3 11.8 13.6 7.2 4.2 Electrical machinery 4.0 -0.7 0.4 3.0 16.4
Industrial machinery 13.8 15.3 16.0 19.9 18.8 Industrial machinery 23.4] 10.4 24 9.4 6.6
Chemicals 27.4 18.2 239 18.4] 28.2 Chemicals 17.0) 1.5 -1.5 -2.3 -10.3
Iron and steel 22.5 22.3] 3.0 19.0) 19.4 Iron and steel - - - - -
North America

Total sales amounted to US$63,226,990,000 (occupying 38.7% of total sales in all regions), up by 4.6%
compared to the same quarter of the previous year, marking single-digit growth for the fourth consecutive
quarter. Sales in the transportation equipment sector recorded modest single-digit growth for two quarters
in arow, up by 2.8% (id.). Sales in the electrical machinery sector increased by 6.9% (id.), up for the third
straight quarter, and those for the chemical sector grew by 7.0% (id.), registering a single-digit increase for
the first time in three quarters. Sales in the industrial machinery increased by 12.8% (id.), marking
double-digit growth for the first time in five quarters, and sales in the iron and steel sector expanded 8.3%
(id.), up for the first time in five quarters.
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ASEAN4

Total sales amounted to US$24,482,070,000 (15.0% of total sales in all regions), up 2.3% compared to the
same quarter of the previous year, marking the second straight quarter of single-digit growth. Sales in the
electrical machinery decreased 8.5%, marking the second consecutive decline. This was mainly due to the
movement toward reorganization of manufacturing centers in the region. Sales in the iron and steel sector
shrank 10.0% (id.), down for three quarters in a row. Sales in the transportation equipment sector increased
5.7% (id.), failing to achieve a double-digit growth for two quarters in a row. In Thailand, the transportation
equipment sector continued its good performance; however, Indonesia showed a remarkable decrease. Sales
in the industrial sector continued to increase, up 7.6%, and that for the chemical sector gained 11.0%, marking
the third consecutive quarter of growth.

Transportation equipment Electrical machinery Industrial machinery Chemicals Iron and steel
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Total sales amounted to US$9,542,240,000 (5.8% of total sales in all regions), down 0.7% compared to the
same quarter of the previous year, marking the second straight quarter of decline. Sales in the transportation
sector decreased 13.0% (id.), down for two quarters in a row. In particular, a substantial drop in Taiwan was
noteworthy. Sales in the electrical machinery gained 2.6%, up for the first time in two quarters. Sales in
the industrial machinery sector also increased 5.6%, up for the first time in two quarters.  As for the chemical
sector, the sales increased 5.1%, marking the third straight quarter of single-digit growth.
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Total sales in China amounted to US$21,150,590,000 (13.0% of total sales in all regions), up 19.5% from
the same quarter of a year before.. Sales in the transportation equipment sector continued to increase
significantly, marking a substantial leap of 89.7% (id.). Sales in the electrical machinery sector registered
the second consecutive single-digit increase, up 4.2% (id.), still effected by, among other factors, the falling
prices of liquid crystal display televisions, etc. ~Sales in the iron and steel sector increased 19.4% (id.), up for
two quarters in a row. As for the chemical sector, it gained 28.2% (id.), recording the tenth straight quarter
of double-digit growth. The industrial machinery sector also recorded an increase of 18.8% (id.) in sales,
marking the fourteenth consecutive quarter of double-digit increases.
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Europe
Total sales amounted to US$30,977,110,000 (19.0% of total sales in all regions), up 5.9% compared to the

same quarter of the year before, marking the second straight quarter of increase. The transportation
equipment sector grew 3.6% (id.) in sales, registering the third straight quarter of low growth. Sales in the
electrical machinery picked up 16.4% (id.), up for three quarters in a row, and those in the industrial sector
continued to increase, up 6.6% (id.). In contrast, sales in the chemical sector suffered the second straight
quarter of slump, down 10.3% (id.).
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Chart 1-2 Transition of the actual sales track record according to main industries
(Comparison of the same quarter of the previous year)

(persentage)
35
30
25
20
15
10
5
0
-5
-10
-15
Apr.-dun.| Jul.-Sep. | Oct.- |Jan.-Mar.|Apr.-Jun.| Jul.-Sep. | Oct.- |Jan.-Mar. |Apr.-Jun.
Dec. Dec.
2004 2005 2006
—eo— Manufacturing industry in total —O— T ransportation equipment
—o— Electrical machinery —4— Industrial machinery
—A— Chemicals —&3— Iron and steel
Chart 1-3 Transition of the actual sales track record according to area
(Comparison of the same quarter of the previous year)
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Chart 1-4 Actual sales track record according to transportation equipment
(Comparison of the same quarter of the previous year)
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Chart 1-5 Actual sales track record according to electrical machinery
(Comparison of the same quarter of the previous year)
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2. Trends in capital investment

@ The Capital Investment Current Assessment DI (for the July — September quarter of 2006) was positive
with double-digit figures although it deteriorated in all regions except NIEs3 and Europe. The Capital
Investment Prospects DI (for the October — December quarter of 2006) worsened in all regions.

e The Capital Investment Current Assessment DI worsened except NIEs3 and Europe.
e The Capital Investment Prospects DI stayed positive in all regions despite decreases in all regions.

@ Total capital investment increased substantially, up 18.3% from the same quarter of the previous year.
In the Asian region, ASEAN4 recorded a substantial increase in capital investment in the transportation
equipment sector and the electrical machinery sector. Capital investment in China decreased for the
second consecutive quarter because the electrical machinery sector dropped for four quarters in a row in
spite of the ninth straight substantial increase in the transportation equipment sector. Investment in
NIEs3 slightly decreased mainly due to a decrease in the transportation equipment sector despite a
marginal increase in the electrical machinery sector. The transportation equipment sector in North
America shifted to an increase and the declining ratio in the electrical machinery sector narrowed,
resulting in an increase of capital investment for the first time in five quarters. Capital investment in
Europe fell for two quarters in a row mainly due to a decline in the transportation equipment sector.

(Chart 2)

Chart 2 Capital Investment DI and Actual Result
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The Capital Investment Current Assessment DI (for the July — September quarter of 2006) stood at 15.6
percentage points, down by 3.1 points compared to the Capital Investment Current Assessment DI for the
previous quarter (for the April — June quarter of 2006).  Although it deteriorated in all regions except NIEs3 and
Europe, double-digit growth was maintained in all regions. The Capital Investment Prospects DI (for the
October — December quarter of 2006) stood at 10.4 percentage points, further down by 5.2 points from the
Current Assessment DI for the current quarter. Though double-digit growth was maintained in all regions

except ASEAN4 and Europe, the Prospects DI deteriorated in all regions. (Table 5)
Table 5 Capital Investment DI (according to area/industrial classification)
DI DI
Comparison to the Comparison to the
Acczrrcizlg to ey of pre previous quuarter Industrial classification ey of p ¢ previous quuarter
(DCurrent @Current (@Prospect Current Prospect (DCurrent @Current (@)Prospect Current Prospect
assessnent assessment assessment assessnent assessment assessment

(2006.Apr-Jun)  (2006.Jul.-Sep) (2006.0ct-Dec)|  [@-D)] [3-2] (2006.Apr.-Jun.)  (2006.Jul.-Sep.)  (2006.0ct-Dec)|  [@-®] [3-2]
Total (All areas) 187 - 156 - 104 |( 231) 5.2 Total (All manufacturing industry) 18.7 - 156 - 10.4 |( 3.1) -5.2
North america 16.1 - 153 - 104 |( -0.8) 4.9 Transportation equipment 223 - 163 - 104 |( -6.0 ) -5.9
Asia 207 - 172 - 113 |( -35) -5.9 Electrical machinery 16.1 - 157 - 5.5 |( -04) -10.2
ASEAN4 189 - 151 - 7.5 |( -38) -1.6 Industrial machinery 143 - 154 - 8.2 |( 1.1) -7.2
NIEs3 145 - 145 - 10.0 |( 0.0 ) -4.5 Chemicals 140 - 173 - 134 |( 33) -3.9
e wine 22 - 205 - 151 | -27) -5.4 | | Iron and steel 188 - 164 ~ 169 [ -24) 0.5
Europe 90 - 129 - 74| 39) 55 (Unit : percentage point)
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The Capital Investment Prospects DI declined by 5.2 percentage points compared with the previous quarter,
and was down in all regions. The Prospects DI declined by 5.9 points (id.) in Asia as a whole. The DI for
China decreased by 5.4 points (id.) because all the main sectors except the iron and steel sector worsened. The
Prospects DI for ASEAN4 declined by 7.6 points (id.), mainly due to substantial drops in the transportation
equipment sector and the electrical machinery sector. NIEs3 suffered a decline of the DI of 4.5 points (id.) due
to decreases in the electrical machinery, the industrial machinery and the chemical sectors in spite of a slight
improvement in the transportation equipment sector. The Prospects DI for North America worsened by 4.9
points (id.) because the electrical machinery sector was down significantly and the transportation equipment
sector deteriorated. The DI for Europe slipped by 5.5 points, mainly due to declines in the transportation sector

and the electrical machinery sector. (Table 6)
Table 6 Capital investment DI for main industries by area
North america Asia (Unit : percentage point)
p 2C€ P
Survey of Survey of
previos term Survey of the present term(Apr.-Jun.2006) previos term Survey of the present term(Apr.-Jun.2006)
(Jan.-Mar.2006)| (Jan.-Mar.2006)|
Capital Investment Capital Investment
Current Current Cumparis_un to Prospect cumparis_on to Current Current comparispn to Prospect comparispn to
ent ent the previous the previous it the previous the previous
(Apr.-Jun.2006) | (Jul.-Sep.2006) quarter (Oct.-Dec.2006) quarter (Apr.-Jun.2006) | (Jul.-Sep.2006) quarter (Oct.-Dec.2006) quarter
All fz ing industry 16.1 15.3 -0.8 10.4 -4.9 All facturing industry 20.7 17.2 -3.5 11.3 -5.9
Transportation equipment 15.4 15.9 0.5 7.9 -8.0 Transportation equipment 285 214 271 15.8 -5.6
Electrical machinery 11.7 27.1 15.4 6.4 -20.7 Electrical machinery 18.3 15.5 28 6.3 9.2
Industrial machinery 7.9 0.0 7.9 0.0 0.0 Industrial machinery 19.8] 19.8 0.0 9.1 -10.7
Chemicals 15.5] 17.8 23 25.5 il Chemicals 17.0) 18.2) 1.2 12.1 -6.1
Iron and steel 57.1 7.7 -49.4 16.7, 9.0 Iron and steel 10.5] 13.9) 34 14.0] 0.1
ASEAN4 NIEs3
Survey of Survey of
previos term Survey of the present term(Apr.-Jun.2006) previos term Survey of the present term(Apr.-Jun.2006)
(Jan.-Mar.2006)| (Jan.-Mar.2006)|
Capital Investment Capital Investment
Current Current comparison to g comparison to Current Current comparison to T comparison to
ent ent the previous the previous it the previous the previous
(Apr.-Jun.2006) | (Jul.-Sep.2006) quarter (Oct.-Dec.2006) quarter (Apr.-Jun.2006) | (Jul.-Sep.2006) quarter (Oct.-Dec.2006) quarter
All fz ing industry 18.9 15.1 -3.8 7.5 -1.6 All facturing industry 14.5 14.5 0.0 10.0 -4.5
Transportation equipment 19.8 16.4 3.4 4.2 -12.2 Transportation equipment 3.8 10.4 6.6 11.6 12
Electrical machinery 16.4 16.7 0.3 1.1 -15.6 Electrical machinery 20.0 19.4 -0.6 7.1 -12.3
Industrial machinery 24.3| 23.6 -0.7 15.8 -7.8 Industrial machinery 16.7] 294 12.7 16.7 -12.7
Chemicals 17.3] 20.6) 33 12.4 -8.2 Chemicals 10.8] 14.3] 3.5 13.8] -0.5
Iron and steel 4.7 10.0| 5.3 5.3 -4.7 Iron and steel 0.0) 25.0) 25.0 25.0) 0.0
China Europe
Survey of Survey of
previos term Survey of the present term(Apr.-Jun.2006) previos term Survey of the present term(Apr.-Jun.2006)
(Jan.-Mar.2006)| (Jan.-Mar.2006)|
Capital Investment Capital Investment
Current Current comparison to g comparison to Current Current comparison to T comparison to
1ent 1ent the previous the previous it the previous the previous
(Apr.-Jun.2006) | (Jul.-Sep.2006) quarter (Oct.-Dec.2006) quarter (Apr.-Jun.2006) | (Jul.-Sep.2006) quarter (Oct.-Dec.2006) quarter
All f2 ing industry 232 20.5 -2.7 15.1 -5.4 All facturing industry 9.0 12.9 39 7.4 -5.5
Transportation equi 41.9 294 -12.5 28.3 -1.1 Transportation equi 13.3 7.7 -5.6 4.9 -2.8
Electrical machinery 19.3 15.2 -4.1 12.3 -2.9 Electrical machinery 5.9 12.2 6.3 -2.1 -14.3
Industrial machinery 16.0] 14.8 -1.2 0.0 -14.8 Industrial machinery 2.3 13.2 10.9 12.8 -0.4
Chemicals 19.7] 15.4 -4.3 7S -19 Chemicals 2.7 18.5] 15.8 7.9 -10.6
Iron and steel 20.0 13.3] -6.7 31.3 18.0 Iron and steel 0.0) 50.0) 50.0 50.0] 0.0
North America
The overall Prospects DI (10.4 percentage points) was
4.9 points lower than the overall Current Assessment DI Capita Investment DI for North America
for the current quarter. The Prospects DI for the (Comparison to the previous quarter)

transportation equipment sector (7.9 percentage points)
decreased, down by 8.0 points (id.). The Prospects DI
for the electrical machinery (6.4 percentage points)
significantly decreased, down by 20.7 points (id.). In
contrast, the Prospects DI for the chemical sector (25.5 !
percentage points) increased, up by 7.7 points (id.) and = Prospect
that for the iron and steel sector (16.7 percentage points) = esessment
also grew, up by 9.0 points (id.). In contrast, the DI for i
the industrial sector (0.0 percentage points) remained flat 1
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ASEAN4

The overall Prospects DI (7.5 percentage points)
compared with the overall Current Assessment DI for the
current quarter worsened, down by 7.6 points. The
Prospects DI for the electrical machinery sector (1.1
percentage points) worsened substantially, down by 15.6
points (id.). The DI for the transportation equipment
sector (4.2 percentage points) also decreased, down by
12.2 points and that for the industrial machinery sector
(15.8 percentage points) decreased, down by 7.8 points
(id.). The Prospects DI for the chemical sector (12.4
percentage points) also shrank, down by 8.2 points (id.)
and that for the iron and steel sector (5.3 percentage
points) declined by 4.7 points (id.).

NIEs3

The overall Prospects DI (10.0 percentage points)
compared with the overall Current Assessment DI for the
current quarter decreased by 4.5 points. The Prospects
DI for the electrical machinery sector (7.1 percentage
points) worsened by 12.3 points (id.) and that for the
industrial machinery (16.7 percentage points) also
decreased by 12.7 points (id.). While the DI for the
chemical sector (13.8 percentage points) dropped slightly,
down by 0.5 points (id.), that for the transportation
equipment sector (11.6 percentage points) marginally
improved, up by 1.2 points (id.). The Prospects DI for
the iron and steel sector (25.0 percentage points) remained
flat at 0.0 points (id.).

China

The overall Prospects DI (15.1 percentage points)
worsened by 5.4 points compared with the overall Current
Assessment DI for the current quarter. The Prospects DI
for the transportation equipment sector (28.3 percentage
points) decreased slightly, down by 1.1 points (id.), and
that for the electrical machinery sector (12.3 percentage
points) also declined by 2.9 points (id.). The DI for the
industrial machinery sector (0.0 percentage points)
deteriorated by 14.8 points (id.). The chemical sector
(7.5 percentage points) suffered a drop of 7.9 points (id.).
In contrast, the DI for the iron and steel sector (31.3
percentage points) substantially increased, up by 18.0
points (id.).

Europe

The overall Prospects DI (7.4 percentage points)
worsened by 5.5 points compared with the overall Current
Assessment DI for the current quarter. The Prospects DI
for the electrical machinery sector (2.1 percentage points)
decreased by 14.3 points (id.) and that for the
transportation equipment sector (4.9 percentage points)
also posted a decline of 2.8 points (id.). The DI for the
industrial machinery sector (12.8 percentage points)
slightly declined, down by 0.4 points (id.). The DI for
the chemical sector (7.9 percentage points) sank by 10.6
points (id.). In contrast, the DI for the iron and steel
sector (50.0 percentage points) remained unchanged at 0.0
points (id.).
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(2)Actual Results

Total Capital investment (acquisition costs of fixed asset except land) amounted to US$4,866,850,000, turning to a
substantial increase of 18.3% compared with the same quarter of the previous year. By sector, capital investment in
the transportation equipment sector increased 33.5% (id.), up for the fourth consecutive quarter. Capital investment
in the electrical machinery sector grew 9.5% (id.), up for the first time in five quarters and that in the chemical
machinery sector shifted to an increase of 8.5% (id.). The iron and steel sector also registered an increase of 5.4%
in capital investment, up for two quarters in a row. Capital investment in industrial machinery dropped by 23.0%

(id.), marking a substantial decline for two quarters in a row. (Table 7)
Table 7 Actual result of Capital investment
Actual result Actual result
(comparison to corresponding period of previous year : percentage) (comparison to cor ding period of previous year : )
Industrial classification 2005 2006 Industrial classification 2005 2006
Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun. Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun.
Total (All areas) 6.6 9.9 5.5 -2.1 18.3 | |Total (All manufacturing industry) 6.6 9.9 5.5 -2.1 18.3
North america -34.6 -16.9 -5.2 -22.4 11.5 | | Transportation equipment -0.6 17.7 22.1 9.0 33.5
Asia 223 25.9 12.4 9.6 28.8 | | Electrical machinery -8.3 -24.1 -29.1 -18.9 9.5
ASEAN4 14.2 43.9 6.7 15.9 57.2 | | Industrial machinery 59.1 16.7 2.5 -13.0 -23.0
NIEs3 30.5 15.0 549 49.2 -1.6 | | Chemicals 35.6 -4.6 3.1 -16.2 8.5
China(including Hong Kong)| 36.5 10.5 7.6 -14.1 -5.6 Iron and steel 66.5 63.4 -12.3 28.0 5.4
Europe 73.3 28.9 4.9 -14.6 -2.0 (Unit : percentage)

Looking at Asia (an increase of 28.8% compared with the same quarter of the previous year), ASEAN4 (an
increase of 57.2% (id.)) marked continuous significant growth in the transportation equipment sector backed mainly
by a substantial increase in Thai auto manufacturers. The electrical machinery sector also jumped due to a leap for
the second straight quarter. Capital investment in China (a decrease of 5.6% (id.)) decreased for two quarters in a
row mainly because the electrical machinery sector dropped substantially in spite of the ninth consecutive quarter of
significant increase in the transportation equipment sector. Capital investment in NIEs3 (a decrease of 1.6% (id.))
decreased for the first time in five quarters because the transportation equipment sector decreased, mainly due to a
backlash of manufacturing equipment for autos recorded during the previous year, and the electrical machinery
sector also remained at a low single-digit growth. North America (an increase of 11.5% (id.)) grew for the first
time in five quarters, because the transportation sector increased for the first time in two quarters and the industrial
machinery sector, the chemical sector and the iron and steel sector substantially increased in spite of the fifth straight
quarter of decline in electrical machinery. In contrast, Europe (a decrease of 2.0% (id.)) decreased for two quarters
in a row due to significant decreases in the transportation equipment and the industrial machinery sectors despite a

substantial leap in the electrical machinery and the chemical sector. (Table 8)
Table 8 Actual result of capital investment for main industries by area
North america Asia
Actual resaut Actual resaut
Capital investmant (comparion to corresponding period of previous year : percentage) Capital investmant (comparion to corresponding period of previous year : percentage)
2005 2006 2005 2006
Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun. Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun.
All manufacturing industry -34.6 -16.9 -5.2 -22.4 11.5 All manufacturing industry 22.3 25.9 12.4 9.6 28.8
Transportation equipment -31.8 -9.0 324 -4.0 15.4 Transportation equipment 30.9 66.3 26.1 33.5 92.3
Electrical machinery -70.5 -70.8 -77.1 -72.0 -15.5 Electrical machinery 9.7 4.1 5.0 7.5 8.1
Industrial machinery -2.9 16.9 1.1 -13.2 83.2 Industrial machinery 2.6] 32.2 7.3 -4.6 -3.9
Chemicals -7.7| 7.4 -6.5 2.1 45.5 Chemicals 46.1 -15.4] 1.6 -42.8| -33.5
Iron and steel -38.0) 5.0 27.0 33.9] 175.6 Iron and steel 140.5 108.1 -23.7 17.9) -32.5
ASEAN4 NIEs3
Actual resaut Actual resaut
Capital investmant (comparion to corresponding period of previous year : percentage) Capital investmant (comparion to corresponding period of previous year : percentage)
2005 2006 2005 2006
Apr.-Jun.| Jul-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun. Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun.
All manufacturing industry 14.2 43.9 6.7 15.9 57.2 All manufacturing industry 30.5 15.0 54.9 49.2 -1.6
Transportation equipment 17.2 73.9 13.7 22.0 97.3 Transportation equipment 213.9 144.8 196.0 159.9 -10.8
Electrical machinery 2.6 0.8 7.8 40.0 59.2 Electrical machinery -4.2 -25.3 16.9 28.1 0.6
Industrial machinery 39.1 35.9 -6.9 -34.7 223 Industrial machinery -12.6] 16.1 61.3 124.9 10.2
Chemicals 30.2] -20.4] -43.7 -63.1 -47.4 Chemicals 10.4 -10.5 66.1 56.8] -4.3
Iron and steel 16.6 97.7 -33.1 38.3) 26.6 Iron and steel 0.0 0.0 0.0 0.0| 0.0
China(including Hong Kong) Europe
Actual resaut Actual resaut
Capital investmant (comparion to corresponding period of previous year : percentage) Capital investmant (comparion to corresponding period of previous year : percentage)
2005 2006 2005 2006
Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun. Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun.
All manufacturing industry 36.5 10.5 7.6 -14.1 -5.6 All manufacturing industry 73.3 28.9 4.9 -14.6 -2.0
Transportation equipment 56.1 130.5 54.7 79.7 127.8 Transportation equipment 64.0 42.3 -6.3 -30.8 -18.7
Electrical machinery 234 -2.1 -3.1 -26.9 -36.9 Electrical machinery 65.5 3.4 94 25.5 60.0
Industrial machinery 7.8 45.2 2.1 33 -22.3 Industrial machinery 205.5 -14.1 -7.1 -20.6 -72.5
Chemicals 221.3 -10.6 179.2 -34.2] -28.4 Chemicals 65.9) -1.6 13.7 10.6| 61.9
Iron and steel 169.0 31.6] 1.9 -78.3 -79.9 Iron and steel 0.0) 0.0) 0.0 0.0 0.0
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Total capital investment amounted to US$1,136,220,000 (23.3% of total capital investment in all regions)
increasing by 11.5% compared with the same quarter of the previous year, up for the first time in five quarters.
Capital investment in the transportation equipment sector increased 15.4%, registering a double-digit gain for the
The industrial machinery sector saw a substantial increase in its capital investment of
Capital investment in the chemical sector also grew 45.5% (id.), marking a substantial gain for the
Capital investment in the iron and steel sector increased 175.6% (id.), showing
In contrast, capital investment in the electrical machinery sector

D Actual result(ten million dollars)

Right graduation : Comparison to
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year(persentage)

Left graduation : Actual result(ten million
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Total capital investment amounted to US$1,440,870,000 (29.6% of total capital investment in all regions),
greatly expanding by 57.2% (id.). Capital investment in the electrical machinery increased 59.2%, marking the
second consecutive significant gain. The transportation equipment sector, showing a remarkable increase of
97.3% (id.) in capital investment, continued to substantially expand. There was a significant increase by auto
manufacturers in Thailand. Capital investment in industrial machinery improved 22.3%, marking a great leap
for the first time in three quarters, and that in the iron and steel sector also gained 26.6% (id.), recording a
substantial increase for two quarters in a row. On the contrary, capital investment in the chemical sector
recorded a decline of 47.4%, marking the fourth straight quarter of significant drop.
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Total capital investment amounted to US$260,120,000 (5.3% of total capital investment in all regions), down
1.6% for the first time in five quarters. Capital investment in the transportation equipment sector decreased
10.8%, registering the first drop in five quarters, mainly due to the effect of a backlash of auto-related equipment
of the previous year. The chemical sector suffered a drop of 4.3% in capital investment, marking the first
decrease in three quarters. In contrast, capital investment in electrical machinery slightly increased, up 0.6%
(id.) and that in the industrial machinery sector increased 10.2% (id.), up for the fourth straight quarter.
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Total capital investment amounted to US$687,530,000 (14.1% of total capital investment in all regions), down
5.6% (id.), marking the second consecutive quarter of decline. Capital investment in electrical machinery
decreased 36.9%, marking the fourth straight quarter of expanding negative growth. Capital investment in
industrial machinery declined 22.3% (id.), down for the first time in nine quarters. Capital investment in the
chemical sector decreased 28.4%, marking the second straight quarter of substantial decline. Capital investment
in the iron and steel sector also plunged by 79.9% (id.), significantly down for two quarters in a row. Capital
investment in transportation equipment remarkably increased by 127.8%, marking the ninth consecutive quarter
of substantial increase.
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Europe
Total capital investment amounted to US$828,320,000 (17.0% of total capital investment in all regions), down

2.0% (id.), marking the second straight quarter of decline.
sector dropped 18.7%, down for three quarters in a row. Capital investment, in the industrial machinery sector
plunged by 72.5%, marking the fourth straight quarter of slump.
machinery sector increased 60.0%, registering the second straight quarter of double-digit increases, and that in the

chemical sector increased 61.9%, up for three quarters in a row.
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Chart 2-1 Capital investment DI according to area (percentage point)
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3. Trends in employment (the number of employees)

@ The Employment Current Assessment DI (for the July - September quarter of 2006) improved in all
regions except Europe. The Employment Prospects DI (for the October — December quarter of 2006)
worsened in all regions except Europe.

o For the Employment Current Assessment DI, among Asian regions, China maintained a double-digit
level.

o Europe slightly improved though it still was in negative territory in the Employment Prospects DI.

@ The number of employees as of the end of March 2006, continued to increase, up 7.0% compared with
the same quarter of the previous year. It continued to decline in North America. In Asia, it
substantially increased in China. The number of employees in Europe turned to an increase.

(Chart 3)

Chart 3 Number of employee DI and actual result
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(1) DI

The Employment Current Assessment DI (for the July — September quarter of 2006) was positive at
10.1 points. It was slightly higher by 1.9 points compared with the Employment Current Assessment
DI (for the April — June quarter of 2006). The Employment Prospects DI (for the October —
December quarter of 2006) stood at 6.2 points, down by 3.9 points compared with the Employment

Current Assessment DI for the current quarter. (Table 9)
Table 9 Number of employee DI (according to area /industrial classification)
DI DI

. — Comparison to the ‘ Compan’son to the
e amt | | PO e mon | s | PO

(2006.Apr.-Jun.)  (2006.Jul.-Sep.)  (2006.0ct.-Dec.) [@-@1 [3-21 (2006.Apr.-Jun.)  (2006.Jul.-Sep.)  (2006.0ct.-Dec.) [@-D] [3-Q2]

Total (All areas) 82 - 101 - 6.2 |( 19) -39 Total (All manufacturing industry) 82 - 10.1 - 6.2 |( 1.9 ) -39
North america 79 - 83 - 25 |( 04) -5.8 Transportation equipment 89 - 123 - 10.6 |( 34)|( -1.7
Asia 103 - 134 - 9.1 |( 3.1) -4.3 Electrical machinery 7.6 - 8.1 - 2.5 |( 0.5 )|( -5.6
ASEAN4 76 - 99 - 4.1 |( 23) -5.8 Industrial machinery 138 - 121 - 8.1 [( -1.7)|( -4.0
NIEs3 47 - 59 - 24 (( 12) -3.5 Chemicals 8.0 - 118 - 74 |( 3.8 )|( 44
Hmarenuing 144 - 190 - 155 | 46) -3.5 | | Iron and steel 53 00 - -5 | -53)|( 15
Europe 22 - -39 - 29 |( -1.7 ) 1.0 (Unit : percentage point)
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The overall Prospects DI maintained positive in all regions except Europe. The Employment Prospects DI
compared to the previous quarter deteriorated in all regions except Europe. In Asia, which decreased by 4.3
points (id.), the DI in China (a decrease of 3.5 points (id.)) worsened due to decreases in the electrical
machinery, the transportation equipment and the industrial machinery sectors. The DI in ASEAN4 (a decrease
of 5.8 points (id.)) declined due to decreases in the electrical machinery, the chemical and the iron and steel
sectors in spite of a minor improvement in the transportation equipment sector. The Employment Prospects
DI in NIEs3 (a decrease of 3.5 points (id.)) worsened because the electrical machinery, the industrial machinery
and the chemical sectors declined despite a slight pickup of the transportation equipment sector. The DI in
North America (a decrease of 5.8 points (id.)) deteriorated due to declines in such sectors as the transportation
equipment and the electrical machinery sectors in spite of a substantial improvement in the chemical sector.
Finally, the Prospects DI in Europe (an increase of 1.0 points (id.)) rebounded because the electrical machinery
and the transportation equipment sectors improved despite declines in the industrial machinery and the
chemical sector. (Table 10)

Table 10 Number of employee DI for main industries by area

North america Asia (Unit : percentage point)
Survey of Survey of
previos term Survey of the present term(Apr.-Jun.2006) previos term Survey of the present term(Apr.-Jun.2006)
(Jan.-Mar.2006)| (Jan.-Mar.2006)|
Number of employee Number of employee
Current Current comparison to Trsmes comparison to Current Current comparison to PR comparison to
assessment assessment | the previous the previous it the previous the previous
(Apr.-Jun.2006) [(Jul.-Sep.2006; quarter (Oct.-Dec.2006) quarter (Apr.-Jun.2006) |(Jul.-Sep.2006; quarter (Oct.-Dec.2006) quarter
All manufacturing industry 79 8.3 0.4 2.5 -5.8 All manufacturing industry 10.3 13.4 3.1 9.1 4.3
Transportation equipment 8.1 8.0 -0.1 2.0 -6.0 Transportation equipment 14.7 21.5 6.8 22.0 0.5
Electrical machinery 9.6 7.3 2.3 4.4 29 Electrical machinery 8.4 9.9 1.5 2.4 7.5
Industrial machinery 16.7] 2.4 -19.1 95 -7.1 Industrial machinery 17.3 21.0 3.7 17.2 -3.8
Chemicals 1.7, 14.5 12.8 0.0 -14.5 Chemicals 11.8 13.3 1.5 10.9] -2.4
Iron and steel 0.0) -5.6) -5.6 -5.9) -0.3 Iron and steel 2.5] 0.0 -2.5 -2.1 -2.1
ASEAN4 NIEs3
Survey of Survey of
previos term Survey of the present term(Apr.-Jun.2006) previos term Survey of the present term(Apr.-Jun.2006)
(Jan.-Mar.2006)| (Jan.-Mar.2006)|
Number of employee Number of employee
O e (2 [ s [ N U e e
(Apr.-Jun.2006) |(Jul.-Sep.2006) quarter (Oct.-Dec.2006) quarter (Apr.-Jun.2006) |(Jul.-Sep.2006} quarter (Oct.-Dec.2006) quarter
All manufacturing industry 7.6 99 23 4.1 -5.8 All manufacturing industry 4.7 5.9 12 2.4 3.5
Transportation equipment 8.9 16.8 7.9 17.2 0.4 Transportation equipment -3.2 3.1 6.3 3.3 0.2
Electrical machinery 4.6 8.5 3.9 =33 -11.8 Electrical machinery 2.4 2.5 0.1 -6.2 -8.7
Industrial machinery 25.5] 22.0 -3.5 27.5 55 Industrial machinery 23.1 95 -13.6 0.0 95
Chemicals 4.8 2.4 -2.4 -2.4) -4.8 Chemicals 10.2] 10.9) 0.7 8.5 -2.4
Iron and steel -9.5] 0.0) 9.5 -13.7] -13.7 Iron and steel 0.0 -25.0) -25.0 -25.0) 0.0
China Europe
Survey of Survey of
previos term Survey of the present term(Apr.-Jun.2006) previos term Survey of the present term(Apr.-Jun.2006)
(Jan.-Mar.2006)] (Jan.-Mar.2006)|
Number of employee Number of employee
Current Current comparis_on to Prospect comparisgn to Current Current comparispn to Prospect cnmparisgn to
assessment assessment | the previous the previous it the previous the previous
(Apr.-Jun.2006) |(Jul.-Sep.2006) quarter (Oct.-Dec.2006) quarter (Apr.-Jun.2006) |(Jul.-Sep.2006) quarter (Oct.-Dec.2006) quarter
All manufacturing industry 14.4 19.0 4.6 15.5 3.5 All manufacturing industry 2.2 3.9 -1.7 2.9 1.0
Transportation equipment 28.7 33.7 5.0 329 -0.8 Transportation equipment -6.9 -12.9 -6.0 -12.0 0.9
Electrical machinery 13.5 14.6 1.1 11.0 -3.6 Electrical machinery -3.2 -1.8 14 5.7 7.5
Industrial machinery 8.7 25.0 16.3 15.2 9.8 Industrial machinery 4.3 25 -1.8 2.5 -5.0
Chemicals 24.6 25.0) 0.4 25.44 0.4 Chemicals 0.0 6.7 6.7 2.3 -4.4
Iron and steel 20.0) 5.8 -14.2 17.6 11.8 Iron and steel 0.0 -50.0) -50.0 0.0 50.0

North America

The overall Employment Prospects DI (2.5 percentage _
points) was 5.8 points lower than the overall Current Nunz:tJerofgmpI?yiﬁDl for NorthA?qerlca
Assessment DI for the current quarter. The Prospects DI (Comparison to the previous quarter)

for the transportation equipment sector (2.0 percentage m
EEE]

points) decreased by 6.0 points (id.). A decrease was ; Al manufacturing
observed in the DI for the electrical machinery sector (4.4 ; i
percentage points), down by 2.9 points (id.). The industrial e T eadpment
machinery sector (minus 9.5 percentage points) suffered a o Current Electrical machinery
decrease of 7.1 points (id.) in the Prospects DI. The DI for —
the chemical sector (0.0 percentage points) also decreased by | s mechney
14.5 points (id.) and that for the iron and steel sector (minus i Chemicals
5.9 percentage points) slightly slipped by 0.3 points (id.). i Lron and steel

-40 -20 o 20 (percentage point)
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ASEAN4

The overall Prospects DI (4.1 percentage points) was
lower, down by 5.8 points to the overall Current Assessment
DI for the current quarter. The Prospects DI for the electrical
machinery sector (minus 3.3 percentage points) declined by
11.8 points (id.). Decreases were observed in the Prospects
DI for the chemical sector (minus 2.4 percentage points) by
4.8 points (id.) and for the iron and steel sector (minus 13.7
percentage points) by 13.7 points (id.). In contrast, the
Prospects DI for the transportation sector (17.2 percentage
points) slightly improved, up by 0.4 points (id.). The DI for
the industrial machinery sector (27.5 percentage points)
increased by 5.5 points (id.).

NIEs3

The overall Prospects DI (2.4 percentage points) worsened
by 3.5 points compared with the overall Current Assessment
DI for the current quarter. Decreases were seen in the
Prospects DI for the electrical machinery sector (minus 6.2
percentage points) by 8.7 points (id.), for the industrial
machinery sector (0.0 percentage points) by 9.5 points (id.)
and for the chemical sector (8.5 percentage points) by 2.4
points (id.). In contrast, the DI for the transportation
equipment sector (3.3 percentage points) marginally grew by
0.2 points (id.). The iron and steel sector (minus 25.0
percentage points) kept their previous level in the DI at 0.0
points (id.).

China

The overall Prospects DI (15.5 percentage points)
decreased by 3.5 points compared to the overall Current
Assessment DI for the current quarter. Decreases were
observed in the Prospects DI for the transportation
equipment sector (32.9 percentage points) by mere 0.8 points
(id.), for the electrical machinery sector (11.0 percentage
points) by 3.6 points (id.) and for the industrial machinery
sector (15.2 percentage points) by 9.8 points (id). In
contrast, the DI for the chemical sector (25.4 percentage
points) slightly improved, up by 0.4 points (id.) and that for
the iron and steel sector (17.6 percentage points) showed an
increase, up by 11.8 points (id.).

Europe

The overall Prospects DI (minus 2.9 percentage points)
slightly increased, up by 1.0 points from the overall Current
Assessment DI for the current quarter. The Prospects DI
for the electrical machinery (5.7 percentage points) improved
by 7.5 points (id.) and that for the transportation equipment
sector (minus 12.0 points) slightly improved, up by 0.9
points (id.). A substantial increase by 50.0 points (id.) was
observed in the Prospects DI for the iron and steel sector (0.0
percentage points). The DI for the industrial machinery
sector (minus 2.5 points) deteriorated by 5.0 points (id.) and
that for the chemical sector (2.3 percentage points) declined
by 4.4 points (id.).
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(2) Actual Results
The overall number of employees stood at 2.91 million, registering a continuous increase, up 7.0% compared with
the same quarter of the previous year. By industry, the number of employees of each sector increased in ten sectors
out of 13 sectors. The number of employees in the transportation equipment sector stood at 770,000; up by 14.3%
(id.), registering a double-digit growth for the first time in two quarters, and employment in the electrical machinery
sector (1.21 million) continued to increase, up by 5.8% (id.). Increases were observed in the number of employees
in the industrial machinery sector (0.18 million), up 12.4 % (id.), marking the third straight double-digit gain, and the
iron and steel sector (0.02 million), up 4.6% (id.), recording the first growth in three quarters. In contrast, the
number in the chemical sector (0.12 million) decreased 0.8% (id.), down for the second consecutive quarter.
(Table 11)

Table 11 Actual result of Number of employee (according to area /industrial classification)

Actual result Actual result
(comparison to corresponding period of p year : p ge) (comparison to corresponding period of previous year : percentage)
Industrial classification 2005 2006 Industrial classification 2005 2006
Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun. Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun.,
Total (All areas) 6.1 6.0 5.4 4.7 7.0 | |Total (All manufacturing industry) 6.1 6.0 5.4 4.7 7.0
North america -1.2 -0.9 -0.8 -1.2 -0.1 | | Transportation equipment 14.2 12.2 11.1 7.3 14.3
Asia 7.6 8.6 7.7 6.5 9.0 | | Electrical machinery 2.7 5.1 33 4.2 5.8
ASEAN4 5.0 6.0 5.2 2.8 3.1 | | Industrial machinery 9.1 6.3 10.1 11.6 124
NIEs3 -0.3 1.1 1.9 12 0.6 | | Chemicals 3.7 -0.7 1.5 -1.0 -0.8
Chinagincluding Hong Kong) 11.0 11.5 10.3 9.6 15.0 | [ Iron and steel 1.3 0.8 -1.3 -1.9 4.6
Europe 4.0 2.7 2.2 -0.1 2.4 (Unit : percentage)

The overall number of employees in Asia increased 9.0% compared to the same quarter of the previous year.
Looking at Asian countries and regions, the number of employees in China (an increase of 15.0% (id.)) continued to
increase because the transportation equipment sector substantially continued to gain, up 75.8% (id.) and the electrical
machinery and the industrial machinery sectors also increased. The number in ASEAN4 (an increase of 3.1% (id.))
continued to grow due to increases in the transportation equipment and the industrial machinery sectors. The
number of employees in NIEs3 (an increase of 0.6% (id.)) marginally increased due to decreases in the transportation
equipment and other sectors in spite of increases in the chemical and the electrical machinery sectors, etc. The
number of employees in Europe (an increase of 2.4% (id.)) shifted to an increase in the quarter because the
transportation equipment sector increased and the electrical machinery sector began to grow. North America (a
decrease of 0.1% (id.)) saw the number of employees slightly shrank due to a continuous decline in the electrical
machinery sector despite increases in the transportation equipment, the industrial machinery and the iron and steel

sectors. (Table 12)
Table 12 Actual result of number of employee for main industries by area
North america Asia
Actual resaut Actual resaut
Number of employee (comparion to corresponding period of previous year : percentage) Number of employee (comparion to cor ing period of previ year : p ge)
2005 2006 2005 2006
Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun. Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun.
All manufacturing industry -1.2 -0.9 -0.8 -1.2 -0.1 All manufacturing industry 7.6 8.6 7.7 6.5 9.0
Transportation equipment 3.7 3.6 23 2.5 24 Transportation equipment 18.5 18.8 16.4 10.3 25.2
Electrical machinery -13.5 -6.7 -9.2 -8.0 -1.7 Electrical machinery 4.9 7.4 5.7 5.5 6.1
Industrial machinery 1.8] -6.7 1.9 33 3.8 Industrial machinery 14.9 12.1 14.0 16.7 17.0
Chemicals 1.2] -3.4 -1.7 -1.7] -1.0 Chemicals 4.4 1.8 5.9 1.5 2.0
Iron and steel -9.4 -10.4 -10.8 -13.4 1.2 Iron and steel 3.8] 3.5 1.7 1.8 5.4
ASEAN4 NIEs3
Actual resaut Actual resaut
Number of employee (comparion to corresponding period of previous year : percentage) Number of employee (comparion to corresponding period of previ year : p ge)
2005 2006 2005 2006
Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun. Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun.
All manufacturing industry 5.0 6.0 5.2 2.8 3.1 All manufacturing industry -0.3 1.1 1.9 1.2 0.6
Transportation equipment 20.6 17.4 14.9 3.4 6.9 Transportation equipment 21.0 20.0 17.1 7.4 -0.1
Electrical machinery 0.0 2.2 1.4 1.3 0.8 Electrical machinery -7.3 -3.1 2.9 0.6 1.1
Industrial machinery 15.8 10.6 13.9 8.5 4.2 Industrial machinery 2.0] -0.7 -0.5 0.3 0.5
Chemicals -3.7] -2.2 -0.3 -0.7] 0.0 Chemicals 1.9 1.7 13.7 10.1 14.3
Iron and steel 4.5 3.1 4.6 1.3] 0.4 Iron and steel - - - - -
China(including Hong Kong) Europe
Actual resaut Actual resaut
Number of employee (comparion to corr ing period of previous year : percentage) Number of employee (comparion to cor ing period of previous year : p ge)
2005 2006 2005 2006
Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun. Apr.-Jun.| Jul.-Sep.| Oct.-Dec.| Jan.-Mar.| Apr.-Jun.
All manufacturing industry 11.0 11.5 10.3 9.6 15.0 All manufacturing industry 4.0 2.7 2.2 -0.1 2.4
Transportation equipment 16.0 19.7 18.9 18.8 75.8 Transportation equipment 14.7 13.2 13.1 5.4 4.7
Electrical machinery 10.9 13.3 10.6 9.1 10.6 Electrical machinery -8.6 -9.0 -10.5 -7.6 3.3
Industrial machinery 17.2 15.6 17.4 25.1 26.7 Industrial machinery 0.1 1.9 6.4 3.7 5.4
Chemicals 17.6] 6.9 10.1 1.5 0.4 Chemicals 3.7 -4.7 -6.6 -6.7 -7.2
Iron and steel 6.3 7.5 0.5 5.6 0.9 Iron and steel - - - - -
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North America

The overall number of employees was 420,000 (its share against all regions was 14.5%), showing a continuous
decline by 0.1% compared with the same quarter of the previous year. The number of employees in the
electrical machinery sector stood at 80,000, continuing to decline, down 1.7% (id.) and that in the chemical sector
was 20,000, down 1.0% (id.), marking the fourth consecutive quarter of decline. The transportation equipment
sector employed 170,000 people, showing a continuous gain of 2.4% (id.). The number of employees in the
industrial sector stood at 30,000, up 3.8% (id.), marking the third straight quarter of increase, and that in the iron
and steel sector was 4,000, up 1.2% (id.), registering the first growth in five quarters.
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The overall number of employees was 850,000 (its share against all regions was 29.3%), up 3.1% (id.), and
continuously increasing. The electrical machinery sector slightly grew, with the number standing at 420,000, up
by 0.8% (id.). The transportation equipment sector continued to increase, up 6.9% (id.), to reach 190,000. An
increase was observed in the industrial machinery sector in the number of employees, up 4.2% (id.), marking the
sixth straight quarter of gain to stand at 30,000. Employees in the iron and steel sector stood at 6,000, an
increase of 0.4% (id.), registering the sixth consecutive quarter of gain, and those in the chemical sector remained
flat at 0.0% (id.), at 30,000.
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The overall number of employees increased slightly, up 0.6% (id.) to 130,000 (4.6% of the total number of
employees in all regions). The number of employees in the electrical machinery sector gained marginally, up
1.1%, to stand at 60,000, and that in the industrial machinery sector slightly increased, up 0.5% (id.), reaching
10,000. While the chemical sector employed 10,000 people, up 14.3% (id.), marking the third consecutive
quarter of gain, the number of employees in the transportation equipment sector slightly slipped, down 0.1% (id.)
to stand at 20,000. The iron and steel sector employed 1,000 people, marginally down by 1.1% (id.).
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The overall number of employees reached 960,000 (32.9% against the total number in all regions), up 15.0%
(id.), marking a continuous increase. The number of employees in the electrical machinery sector continued to
increase, up 10.6% (id.), to reach 550,000. The transportation equipment sector continued to employ more
people, up 75.8% (id.), standing at 130,000. The number of employees in the industrial machinery sector was
70,000, up 26.7% (id.), marking a continuous gain. The chemical sector employed 30,000 people, slightly up by
0.4% (id.). A marginal increase of 0.9 % (id.) was observed in the number of employees in the iron and steel
sector, amounting to 4,000.
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(Reference)
1. Classification of countries (regions)

The countries (regions) in which overseas subsidiaries were located were classified as follows (in
alphabetical order):

-North America: Canada and USA

-Asia

ASEAN4: Indonesia, Malaysia, the Philippines, Thailand
NIEs3: Singapore, Taiwan, Republic of Korea

China (including Hong Kong): the People’s Republic of China

*Europe:

(including Hong Kong Special Administrative District)
Other Asia: (including Bangladesh, India, Myanmar, Pakistan, Sri Lanka and Vietnam )

Austria, Belgium, Czech Republic, Denmark, Finland, France, Germany, Greece,

Hungary, Ireland, Italy, Netherlands, Poland, Portugal, Romania, Russia, Slovakia,
Spain, Sweden, Switzerland, Turkey, UK

*Others:

Guatemala, the Republic of lvory Coast, Mexico, New Zealand, Nicaragua,
Papua New Guinea, Peru, Puerto Rico (USA), South Africa, Swaziland, Tanzania,

UAE, Venezuela

2. Changes in the exchange rates of major currencies against the US dollar, by region

Argentina, Australia, Brazil, Chile, Colombia, Costa Rica, Egypt, El Salvador,

(Average term rates published by IMF)

Jan.-Mar. | Apr.-Jun. [ Jul.-Sep. | Oct.-Dec. | Jan.-Mar. | Apr.-Jun.
2005 2005 2005 2005 2006 2006

Yen 104.71] 107.63| 111.24| 117.29| 116.88] 114.42
ASEAN4

Rupiah (Indonesia) 9274.3| 9550.5| 9994.5| 9999.6| 9274.9] 9115.0

Ringgit (Malaysia) 3.8 3.8| 3.7735| 3.7768| 3.7275| 3.6627

Peso (Philippines) 55.006| 54.671| 56.038| 54.627| 51.884] 52.215

Baht (Thailand) 38.566| 40.040( 41.287| 40.987| 39.288] 38.071
NIEs3

Won (Republic of Korea) 1022.22] 1008.11| 1029.51| 1036.63| 976.35] 949.77

Dollar (Singapore) 1.6356| 1.6587| 1.6751 1.881| 1.6280] 1.5897

Dollar (Taiwan) 31.5400| 31.3990( 32.319| 33.457| 32.3223] 32.1843
People’s Republic of China (Hong
Kong is including)

Yuan (People's Republic of China)| 8.2765| 8.2765| 8.1412| 8.0831| 8.0503] 8.0123

Dollar (Hong Kong) 7.798 7.788 7.769 7.754 7.757 7.758
Europe

Pound (United Kingdom) 1.8924| 1.8570| 1.7841| 1.7481| 1.7526| 1.8266

Euro (Euro Area) 0.7606| 0.7943| 0.8201| 0.8415| 0.8320] 0.7963

INTERNATIONAL FINANCIAL STATISTICS (IMF)
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3. Record of changes in the content of the survey (For details, refer to materials published for each
term.)

O The October-December quarter of 1996, and January-March quarter of 1997

A test survey was conducted, and findings were published under the approval of the Management and
Coordination Agency.

O From the April-June quarter of FY 1998

*Survey periods for "the amount of acquired tangible fixed assets excluding land" (with regard to parent
companies, together with "overseas direct investment™) were excluded from quarterly surveys, and
researched every other quarter, such as July-September, and January-March. Accordingly, the results
and prospects of surveys are conducted semi-annually instead of quarterly. The content of the surveys
was also changed from "tangible fixed assets completed or acquired except land during the term" to
“tangible fixed assets acquired (including temporary construction accounts) except land during the
term.” With regard to parent companies, findings of the “Ministry of International Trade and Industry
Survey on Investment in Plant and Equipment” were used.

*Quarterly prospects were also changed to semi-annual prospects.

OFrom the April-June quarter of FY 1999

« A coefficient of connection was created and used for data before fiscal 1997 (the January-March quarter of
1998) to maintain consistency with past data, because dropped companies were added to the survey from
fiscal 1998 (the April-June quarter of 1998).

« Because of a change in estimating methods, results were decided not by the rate of increase compared with
the previous term, but by the rate of increase compared with the same period of the previous year.

OFrom the April-June quarter of FY 2001

* “Company Trends Survey” was renewed by combining the “Industry Economic Trends Survey” with the
“Company Trends Survey,” both of which had been under the control of the Ministry of Economy, Trade and
Industry. In addition, the “Overseas Affiliated Company Edition” was published separately from the “Parent
Company Edition.”

OFrom the April-June quarter of FY 2002

« A coefficient of connection was created and used for data before fiscal 2000 (the January-March quarter of
2001) to maintain consistency with past data, because companies included in the survey, questions to be
asked, and other items surveyed were reviewed in order to reorganize and consolidate the surveys (the
April-June quarter of 2001 and later).

 Region/country classifications were revised to separate "China (including Hong Kong)" from "China and
other Asian countries,” and create another independent category.

O The April-June quarter of FY 2003

» The “Parent Company Survey” in the former “Company Trend Survey” was discontinued, and from the
April-June quarter of 2003 the survey was conducted as the “Quarterly Survey of Overseas Subsidiaries,”
which was focused on overseas subsidiaries conducting manufacturing abroad.

Since companies included in the survey were reviewed and the scope of the survey was expanded (as
defined on Page 1: “Outline of the survey” (4)-(iii)®), from “over 50% of a controlling share” to “50% or
more of a controlling share”) beginning with the April-June quarter of 2003, differences between results for
this quarter and those of previous quarters have become apparent. The ratio to the same period of the previous
year is estimated only on the basis of the total figures of companies which were continuously included in the
survev from the previous fiscal vear to the current auarter.
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OThe April — June quarter of FY 2004

«From the survey for the April — June quarter of 2004, the period of the DI survey was changed. The former
six-month survey period was divided into: “estimation of the present assessment of the current situation” and
“future prospects,” and both were surveyed for three months respectively.

-Due to the review of companies covered by the survey from the April — June quarter of 2004, there is a gap
between the results of that quarter and those of previous quarters. Comparisons between the current quarter
and the corresponding quarter of the previous year are calculated by totaling figures only for overseas
subsidiaries continuously covered by the survey since the corresponding quarter of the previous year.

« The coefficient of connection was calculated and used for data before FY2002 (the January — March quarter
of 2003) to maintain consistency with past data, because companies included in the survey were reviewed
and the scope of the survey was expanded.

« Classification of regions and countries was changed, and the category of “other Asian countries,”

which used to be included under the totals for “Asia”, was extracted and listed separately.

O The April — June quarter of FY2005

* The coefficient of connection was calculated and used for data before FY2003 (the January — March quarter
of 2004) to maintain consistency with past data, because companies included in the survey were reviewed.
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4. Calculation of the coefficient of connection

There is a gap between the results of the April - June quarter of 2005 and the totals before the January -
March quarter of 2005, due to the expansion of the scope of the survey since the April — June quarter of 2005.

Therefore, comparisons between the current quarter and the corresponding quarter of the previous year since
the April — June quarter of 2005 are calculated by totaling the figures only for overseas subsidiaries
continuously covered by the survey from FY2004 to the April — June quarter of 2005.

On publication of the survey results of FY2006, to retain continuity with the past results, the coefficient of
connection was calculated based on the scope of the FY2005 survey.

(1) Period of connection
Pre-FY2004 figures (October — December quarter of 1996 to January — March quarter of 2005) are connected
to FY2005 figures (April — June quarter of 2005 to January — March quarter of 2006).

(2) Coefficient of connection
When comparing the period up to FY2004 with FY2005, the coefficient of connection used for the former
period is calculated by multiplying the following two factors.
« Factors that were newly included in the survey in FY2005 and should be considered to be an increase
--------------- (A)

Results of FY2004

*k Companies covered continuously are those covered by the survey continuously through FY2004 and
FY2005

(3) Scope of coefficient processing

All cells for regions X industries X items, which are the officially published form.

Among the survey items, the coefficient of connection is not calculated with regard to the purchase value of
tangible fixed assets (other than land).

(4) Processing of official value
- “Actual figure” — The actual figure without coefficient processing is given.

“Coefficient of connection” is given separately for connection.
Therefore, when the actual figure is used in connection, the actual
figure before FY2004 should be multiplied with the coefficient of
connection, which is given separately.

- “Ratio compared to same quarter of previous year”

— The published ratio compared to the same quarter of the previous

year was calculated by totaling figures only for overseas subsidiaries
continuously covered by the survey from FY2004 to the April — June
quarter of FY2005.

*Coefficient of connection table is on p.46 and p.47 of Statistical Tables.
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October 18th is “Day of Statistics”

Inquiries
T 100-8902
1-3-1, Kasumigaseki, Chiyoda-ku, Tokyo
Enterprise Statistics Office
Research and Statistics Department
Ministry of Economy, Trade and Industry
Tel. : 03-3501-1831
Fax. : 03-3580-6320
E_Mail : ggcebh@meti.go.jp

(Please give me the inquiry about contents by E-mail as much as possible.)

URL

http://www.meti.go.jp/statistics/index.html

* Time series tables for past data are available on the website at the above address.
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