Summary of the 3gh Survey on Over seas Business Activities (conducted in July 2008)

Trends of overseas affiliatesin the fiscal year (FY) 2007 survey

» The overseas production ratio reached a record high of 19.1%.

» Local and intraregional sales ratios increased in each region, and loca procurement ratios increased
in Asiaand North America.

» The ratio of sales to Japan decreased in each region, and the ratio of procurements from Japan
decreased in Asiaand North America

» The number of overseas affiliates and employed persons both increased, to 16,732 and 4.75 million,
respectively. In particular, there was significant growth in China and other Asian countries (Vietnam,
etc.).

» The amount of retained earnings and the balance of retained earnings both increased, to 3.6 trillion
and 20.3 trillion yen, respectively.

Summary of findings
1. The highest overseas production ratio ever.

The overseas production ratio for manufacturing industries (based on al domestic companies) was the highest ever
at 19.1%, breaking the record high from FY 2006.

2. Local and intraregional sales ratios increased in each region, and local procurement ratios increased in Asia and
North America

The local and intraregional sales ratios* of overseas affiliates in manufacturing industries increased in Asia
(73.0%), North America (93.9%), and Europe (93.2%).

The local procurement ratio  of overseas affiliates in manufacturing industries increased in Asia (58.3%) and
North America (62.5%).

*1 Salesratio: Percentage of the amount of sales accounted for by the relevant region
*2 Procurement ratio: Percentage of the amount of purchases accounted for by the relevant region

3. The ratio of salesto Japan decreased in each region, and the ratio of procurements from Japan decreased in Asia
and North America

Theratio of salesto Japan decreased in Asia(19.1%), North America (2.2%), and Europe (1.7%).

Theratio of procurements from Japan decreased in Asia (28.0%) and North America (28.8%).

4. The number of overseas affiliates increased in China and other Asian countries such as Vietnam and India.

The number of overseas affiliatesin FY 2007 was 16,732 companies.

Asia accounted for 60% of the total number of overseas affiliates, and from among this percentage, haf were
distributed throughout China.

The number of overseas affiliates in China increased by 244 companies, and the number of overseas affiliates in
other Asian countries such as Vietnam and India increased by 65 companies.

5. Employment increased. There is a trend for continued increase of employment in other Asian countries such as
Vietnam.

The number of employees at overseas affiliates increased to 4.75 million people (4.1% increase as compared to the
previous year) (7.2% increase if only comparing companies that gave valid responses for this year and the previous
year).

Employment increased in Asia and North America, and decreased in Europe. Within Asia, employment increased
in China and the ASEAN4 countries. Employment also increased in other Asian countries, as demonstrated by an
increase in Vietnam, etc.

6. Increase in sales, ordinary profits, and current net profits.

Sales of overseas dfiliates amounted to 236.2 trillion yen (10.3% increase as compared to the previous year;
15.3% increase if only comparing companies that gave valid responses for this year and the previous year), ordinary
profits amounted to 11.4 trillion yen (18.2% increase (id.); 20.6% increase (id.)), and current net profits amounted to
7.7 trillion yen (12.2% increase (id.); 15.2% increase (id.)).




7. Amount of current retained earnings and bal ance of retained earnings increased.

The amount of current retained earnings of overseas affiliates was 3.6 trillion yen (12.6% increase as compared to
the previous year; 7.2% increase if only comparing companies that gave valid responses for this year and the previous
year), and the balance of retained earnings was 20.3 trillion yen (18.0% increase (id.); 11.1% increase (id.)).

8. Research and development expenses per company in manufacturing industries decreased.

Research and development expenses per company in manufacturing industries decreased for the third consecutive
year to 296 million yen (3.3% decrease as compared to the previous year). Research and development expenses
decreased in North America and Europe, but increased in Asia




Outline of the Survey
1. Purpose

The purpose of this survey is to obtain basic data for planning and implementation of awide variety of measures,
by clarifying the current trend in overseas activities of Japanese companies.

2. Subject
The survey covered Japanese companies that had overseas affiliates (hereinafter referred to as “ parent companies’)

as of March 31, 2008, excluding those in the financial and insurance industry and rea estate industry.

In this survey, “overseas subsidiaries’ refers to overseas companies in which a Japanese company(s) makes a 10%
or greater investment. “Overseas sub-subsidiaries’ refers to those in which an overseas subsidiary, in which a
Japanese company(s) has invested more than 50%, makes a more than 50% investment. Hereinafter they are included
in“overseas affiliates.”

3. Method
Mail survey based on sdlf-declaration survey forms (one for parent company and one for each overseas affiliate)
given to parent company.

4. Time
The survey was conducted on July 1, 2008, on the actua results of FY 2007 and those of the end of FY 2007, as of
the end of March or the nearest closing date before that.

5. Collection

Response rate: 70.8%

Number of companies that gave avalid response: Parent companies 3,378

Oversess affiliates 16,732

Note:
1. Conversion

The currency unitis¥, in principle.

It should be taken into consideration that compared to the previous year, the yen weakened against the US$ (from
¥116.30/$ to ¥117.75/$, down by 1.2%), and also weakened against the Euro (from ¥145.90/Euro to ¥161.16/Euro,
down by 10.5%).

2. Definition of regions

In this survey, the definitions below are applied unless otherwise stated. “China’ includes Hong Kong. Some
regions may be counted as a country.
NIES3: Singapore, Taiwan and South Korea
ASEAN4: Maaysia, Thailand, Indonesia and the Philippines
ASEAN10: Malaysia, Thailand, Indonesia, Philippines, Singapore, Brune, Vietnam, Laos, Myanmar and
Cambodia
BRICs: Brazil, India, China (excluding Hong Kong) and Russia



Regarding the definition of “North America,” “Asia’ and “Europe,” see separate Table 1 “Regiona and Nationa
Classification (including Currency Conversion Table).”

3. Issuesto betaken into consider ation for theresults

(1) The statistics are based only on vaid responses and there are, therefore, differences in the number of
companies counted in each entry.

(2) When comparing results to those from the previous year, differences in the response rate and the number of
companies surveyed should be taken into consideration.
(3) The symbolsused in tables are asfollows.
“x" Information was kept confidential due to the number of companies being 1 or 2.
There are some cases where information was kept confidentia even when there were 3 or more
companies, such asin caseswhereit is possible that the value represented by “x” can be cal cul ated.
“ =" No corresponding number
“0" Lessthan a unit
“..."” Cases where the denominator of the formulawas a negative number, or the numerator was 0.
(4) There may be some cases where the breakdown does not match the total, due to rounding of figures lessthan a
unit.

(5) Y/Y changes were caculated based on units of 1 million yen.

4. Industry classification

(1) Industry classification for this survey is based on the Japanese Standard Industry Classification.

(2) As the Japan Standard Industry Classification was revised in November 2007, surveys and aggregations were
conducted in FY 2007 based on the new classifications. In addition, with regard to the figures according to
sector for FY 2006, the figures that were published previoudy were modified to be based on the new
classifications and re-aggregated.

(3) A chart comparing the new and old sector classificationsis shown below.




Industrial Classification for 2007 Industrial Classification for 2008

Manufacture of food/Manufacture of beverages/Tobacco manufactures/Prepared animal foods

Food 2| Food and organic fertilizers
Textiles Silk reeling plants, Spinning mills, Chemical fibers, Twisted yarn/Woven fabric mills and Knit
Textiles fabric mills/Dyed and finished fabrics, Netting and cordage, Lacework and miscellaneous textile
articles/Apparel and other finished products made from fabrics and similar materials
Carbon fiber
Lumber, wood, paper and Lumber, wood, paper Manufacture of lumber and wood products/Manufacture of pulp and paper/Manufacture of paper
pulp and pulp products

Chemical fertilizers/Industrial inorganic chemicals/Industrial organic chemicals/Oil and fat
Chemicals Chemicals products, soaps, synthetic detergents, surface-active agents and paints/Cosmetics, toothpaste and
toilet preparations/Miscellaneous chemical and allied products

Drugs and medicines Drugs and medicines Drugs and medicines
Petroleum refining/Miscellaneous petroleum and coal products

Ceramics, stone and clay Ceramics, stone and : : . .
products dlay products Glass and its products/Cement and its products/Miscellaneous ceramic, stone and clay products
Iron and steel Iron and steel 22115?;3%: steel, and steel materials/Castings and forgings, and other iron and steel products
Non-ferrous metals Non-ferrous metals m;;gtur?rg refining of non-ferrous metalMiscellaneous non-ferrous metal products
Fabricated metal products Fabricated metal Fabricated constructional and architectural metal productsMiscellaneous fabricated metal
products products
General machinery n(i?ﬁg;;urpose General industry machinery and equipment/Miscellaneous general-purpose machinery
Agricultural machinery, Machinery and equipment for construction and mining, Textile
; . : . machinery/Daily lives industry machinery and Basic material industry machinery/Metalworking
Electrical machinery Production machinery machinery/Semiconductor and flat-panel display manufacturing equipment/Miscellaneous
production machinery and machine parts
g&m:g;ﬁ;? Business oriented Manufacture of office machines, service industry, and amusement machines/Optical instruments
electronics equipment machinery and lenses/Miscellaneous business oriented machinery
Ordnance
Transportation equipment Electrical machinery gng;ﬁ(r:lalal %{ﬁyﬁﬁﬂzygﬁﬂa idgsectnc gppliances/Electronic equipment/Miscellaneous
Video equipment and Digital camera
Precision instruments and Information and Communication equipment and related products, Image and audio equipment/Electronic data
machinery communication processing machines, digital and analog computer, equipment and accessories/Electronic parts,

electronics equipment devices and electronic circuits

Miscellaneous Transportation Motor  vehicles, motor vehicle bodies and trailersMotor vehicle parts and
manufacturing industries equipment accessories/Miscellaneous transportation equipment
Ophthalmic gc_)ods
Miscellaneous Furniture and fixtures/Printing and allied industries/Plastic products/Rubber products/Leather
industries 9 tanning, leather products and fur skin/Miscellaneous manufacturing industries, n.e.c.

Information and
communications

Communications/Broadcasting/| nformation services/Internet based services/Video picture, sound
information, character information production and distribution

Information and
communications

Mail delivery Commercial art and graphic design

Railway transport, road passenger transport, road freight transport, water transport, air transport,

Transport and postal service/Warehousing and services incidental to transport

Wholesale

Wholesale

Retail trade Retail trade

Business consultants and pure holding companies/Advertising/Scientific research, professional
and technical services (excluding Business consultants and pure holding companies and
Advertising)/Living-related and personal services and amusement services/Miscellaneous
services

Services

take out and delivery services

Miscellaneous non- Agriculture/Forestry/Fisheries and aquaculture/Mining and quarrying of stone and

Miscellaneous non- U\ manufacturin gravel/Constructior/Electricity, gas, heat Supply and water/Goods rental and

manufacturing industries industries 9 leasing/Accommodations/Eating and  drinking placesFood take out and delivery
services/Education, learning support/Medical, health care and welfare/Compound services




5. Definition of corporate scale of the head company
Definitions relating to the corporate scale of head companiesin this survey are asfollows.

“Large company”: Capital exceeding 1 billion yen
“Leading medium-sized Manufacturing industry, agriculture, Capital exceeding 300 million
company”: forestry and fisheries industry, mining yen, and up to 1 billion yen

industry, congtruction industry, other

industries

Wholesale industry Capital exceeding 100 million

yen, and up to 1 billion yen
Retail trade industry, servicesindustry  Capital exceeding 50 million
yen, and up to 1 billion yen
“Medium- and small-sized Manufacturing industry, agriculture, Capital up to 300 million yen

company” forestry and fisheries industry, mining
industry, construction industry, other
industries
Wholesale industry Capital up to 100 million yen

Retail trade industry, servicesindustry — Capital up to 50 million yen

6. Formulasfor ratios
Calculations are made using the aggregated values for al companies that provided valid responses for the

corresponding items.
Statistical table
Table 2-18 Ratio of corporation finance

Gross profit (Sales— Cost of sales)

Ratio of gross profit to net sales= x 100
Sales
. . . Operating profit (Sales— Operating expenses (Cost of sales + Selling, general and administrative expenses))
Ratio of operating profit to net sales = x 100
Sales
Ordin rofits
Ordinary income margin = P x 100
Sales
. . Current net profits
Net income margin = x 100
Sales
7. Other

If reprinting the figures listed in these statistical tables, please attribute the figures to “Ministry of Economy, Trade and Industry —

Basic Survey on Overseas Business Activities”



1. Distribution of over seas affiliates

» The number of overseas affiliates in FY 2007 was 16,732 companies, consisting of 8,318 companies in manufacturing
industries and 8,414 companies in non-manufacturing industries. Overseas affiliates in the manufacturing industries
accounted for 49.7% of the total number of overseas affiliates in al industries (down by 0.9 points from the previous
year), and those in the non-manufacturing industries accounted for 50.3% of the total (up by 0.9 points (id.)) (see

Table 1).

* By region, the number of overseas affiliates in Asia expanded to 9,967, accounting for 60% of the total. Within this,
the number of overseas affiliates in China was 4,662 (accounting for 27.9% of all regions; up by 0.9 points from the
previous year), and the number in other Asian countries, including Vietnam and India, was 506 (3.0%; up by 0.3
points (id.)). On the other hand, the number of overseas affiliates decreased to 2,826 in North America (16.9%; down

by 0.4 points (id.)), and to 2,423 in Europe (14.5%; down by 0.2 points (id.)) (see Table 2 and Figure 1).

Table 1. Distribution of overseas affiliates by sector
(Units: companies, %)

Table 2. Distribution of over seas
affiliates by region

End of FY 2007 Breakdown by major sector (it i
Number of oversess affiliates FY 2006 FY2007 e
Breakdown Breskdown | Changein points FY2006 | FY2007
All industries 16,732 100.0 100.0 - All regians 16370 16,732
Manufacturing industries 8,318 1$S 133; A 0'? NathAmaica 2,830 2,826
Food 405 47 49 02 Ada 9671 9,967
Textiles 394 50 4.7 403 Chira 4419 4,662
Lumber, wood, paper and pulp 123 1;: 15 A 0.2 ASEAN4A 2,753 2,763
Chemicals 1,072 . 12.9 A 0.5
Petroleum and coal 41 0.5 05 0.0 NIES3 - - 2,059 2,036
Ceramic, stone and clay products 195 2.6 2.3 A 03 Other Adancountries aad| 506
Iron and steel 270 29 32 03 Europe 2,405 2423
Non-ferrous metals 252 2.6 30 0.4 Othas 1464 1,516
Metal products 312 33 38 05 *
General-purpose machinery 341] 3.8 4.1 0.3]
Production machinery 403 6.0 4.8 A 12
Business oriented machinery 279 38 34 A 04
Electrical machinery 607 7.8 7.3 A 0.5
Irrforma.tlon anfi communication 1128 136 403
electronics equipment 13.9
Transportation eguipment 1,613 18.2 19.4 12
Miscellaneous manufacturing industries 883 9.8 10.6 0.8]
- . 49.4 50.3 0.9
Non-manufacturing industries 8414 7000 7000 -
Agriculture and forestry 90 11 11 0.0]
Mining 153 18 18 0.0]
Construction 276 31 33 0.2]
Information and communications 463 5.2 5.5 03
Transport 1,032 12.3 12.3 0.0]
Wholesale 4,290 49.2 51.0 18
Retail trade 400, 6.4 4.8 A 156
Services 778 10.1 9.2 A 0.9
.Mlsoell.meous non-manufacturing 9 108 110 02
industries
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2. Withdrawals and advances of over seas affiliates

« The number of overseas affiliates withdrawing from overseas markets"®® % in FY 2007 was 449 (decreased by 21
companies as compared to the previous year). Manufacturing industries saw a decrease (to 199 companies; decreased
by 25 companies (id.)), and non-manufacturing industries saw an increase (to 250 companies; increased by 4
companies (id.)) (see Figure 2).

* The ratio of withdrawals"™®? was 2.6% (down by 0.2 points as compared to the previous fiscal year). In North
America, the ratio was 3.2%, indicating a continued decline after reaching a peak in FY 2002 (see Table 3).

» When looking at the percentage of overseas affiliates that expanded abroad in FY 2007 by year of establishment or
capital participation, there was an increase in the percentage of companies that advanced to Europe and other Asian
countries, including Vietham and India (see Figure 3).

Figure 2. Trendsin the number of overseaswithdrawals
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Table 3. Trendsin the number of overseaswithdrawals and ratio of overseaswithdrawals by region

(Companies) (%)
Number of overseas withdrawals Ratio of overseas withdrawals
02 03 04 05 06 07 FY 02 03 04 05 06 07 FY
All regions 700 602 538 561 470 449 5.0 4.2 35 3.4 2.8 2.6
North America 173 135 136 137 127 94 6.1 4.9 4.7 4.6 4.3 3.2
Asia 323 263 238 241 231 235 4.4 34 2.7 2.6 2.3 2.3
China 108 94 92 109 123 82 4.0 3.1 25 2.6 2.7 1.7
ASEAN4 93 87 77 71 52 69 3.8 34 2.9 2.5 1.9 2.4
NIES3 104 77 60 50 45 77 5.7 4.2 3.0 2.4 2.1 3.6
Europe 124 105 98 122 57 85 5.2 4.3 4.0 4.9 2.3 3.4

Figure 3. Ratio of over seas affiliates by year of establishment or capital participation (by region)
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Note 1: “Withdrawal” includes “dissolution, withdrawal/transfer” and “decline in control share (where the ratio of investments from
the Japan side declines to a range between 0% and 10%).

Note 2: Ratio of withdrawals = Number of overseas withdrawals in FY2007 / (Total number of overseas affiliates with valid
responsesin FY 2007 + Number of overseas withdrawalsin FY2007) x 100.0




3. Employment at over seas affiliates

» The number of employees at overseas affiliates in FY 2007 was 4.75 million people, a 4.1% increase as compared to
the previous year (7.2% increase if only comparing companies that gave valid responses for this year and the previous
year). The number of employees in the manufacturing industries (3.95 million people; 4.3% increase (id.)) and non-
manufacturing industries (790,000 people; 3.6% increase (id.)) both increased (see Table 4).

* By sector, there were increases in the transportation equipment sector (up by 10.8% as compared to the previous year)
and the wholesale sector (up by 16.4% (id.)) (see Figure 4).

* By region, Asia, which accounted for approximately 70% of the total, increased (up by 6.2% as compared to the
previous year). North America also increased (up by 3.1% (id.)), but Europe decreased (down by 8.0% (id.)) (see
Figure5).

* In Asia, there were increases in China (up by 9.5% (id.)) and ASEAN4 (up by 1.2% (id.)). In addition, due to
increases in the figures for Vietnam, etc., other Asian countries increased as well (up by 18.1% (id.)) (see Figure 6).

Table 4. Trendsin the number of employees at over seas affiliates
(Units: 10,000 persons, %)

04 05 06 07 FY
YIY YIY YIY YIY
All industries 414 9.9 436 5.4 456 45 475 41
Manufacturing industries 340 9.3 362 6.4 379 47 395 4.3
Non-manufacturing industries 73 12.6 74 0.6 77 3.7 79 36
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Figure 4. Number of employees at over seas affiliates (by major sector)
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4, Sales of over seas affiliates

* Sales of overseas affiliates in FY 2007 increased to 236.2 trillion yen (up by 10.3% as compared to the previous year)
(a15.3% rise if only comparing companies that gave valid responses for both this year and the previous year). Sales
for manufacturing industries (111.0 trillion yen; up by 11.4% (id.)) and non-manufacturing industries (125.2 trillion
yen; up by 9.3% (id.)) both increased (see Figure 7).

By sector, increases were observed in the manufacturing industries in the transportation equipment sector (up by
26.6% as compared to the previous year) and general-purpose machinery sector (up by 52.4% (id.). Among non-
manufacturing industries, there was an increase in the wholesale sector (up by 9.6% (id.)) (see Figure 8).

* By region, increases were seen in North America (79.1 trillion yen; up by 6.6% as compared to the previous year),
Asia (85.7 trillion yen; up by 13.0% (id.)), and Europe (50.7 trillion yen; up by 9.5% (id.)). In Asia, China and
ASEANA4 saw increases, whereas NIES3 saw a decrease (see Figure 9 and Figure 10).

Figure7. Salestrends of over seas affiliates
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Figure 8. Sales of overseas affiliates (by major sector)
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5. Over seas production ratio

» The overseas production ratio for manufacturing industries (calculated based on the total number of domestic
companies)(NOte Y was 19.1% (up by 1.0 points as compared to the previous year), reaching a new record high breaking
last year's peak (see Figure 11).

« By sector (old classifications)™*®?, the overseas production ratio for the transportation machinery sector was 42.0%,
up by 4.2 points as compared to the previous year, and the overseas production ratio for the textiles sector was 11.1%,
up by 2.1 points (id.) (see Table 5).

Figure 11. Trendsin the overseas production ratio (manufacturing industries)
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Table 5. Trendsin the over seas production ratio by sector (old sectors) (calculated based on thetotal number of
domestic companies (manufacturing industries))

(Unit: %)
98 99 00 01 02 03 04 05 06 07 FY

Totd for manufacturing industries 11.6 114 11.8 14.3 146 15.6 16.2 16.7 18.1 191
Food 2.8 2.8 2.7 45 4.6 4.9 4.4 4.2 4.2 4.9
Textiles 8.2 8.2 8.0 6.7 6.6 8.4 7.3 6.3 9.0 111
Lumber, wood, paper and pulp 34 34 38 38 4.3 38 4.2 3.0 4.7 4.2
Chemicals 10.6 10.3 11.8 12.6 134 13.6 153 14.8 179 16.6
Petroleum and coal 2.3 12 14 15 20 16 18 2.6 4.4 25
Ceramic, stone and clay products 7.1 75 8.1 5.2 5.8 5.3 6.3 6.6 12.0 10.7
Iron and steel 9.8 8.9 14.0 16.2 8.9 9.4 10.6 9.6 10.6 11.7
Non-ferrous metals 8.5 9.8 94 10.2 10.1 7.9 94 10.2 10.3 121
Metal products 15 13 16 18 1.9 16 17 2.2 2.6 34
General machinery 125 11.0 10.8 10.2 10.1 10.7 11.7 131 14.3 14.4
Electrical machinery 172 176 180 16 210 234 9.5 11.0 11.8 11.5
Information and communication electronics equipment 331 349 34.0 322
Transportation equipment 235 234 23.7 30.6 32.2 32.6 36.0 37.0 37.8 42.0
Precision instruments 9.3 11.0 11.2 12.0 12.9 12.8 12.4 13.8 8.9 9.4
Miscellaneous manufacturing industries 4.9 45 4.6 5.2 6.1 6.0 79 9.4 9.7 9.3

Note 1: Overseas production ratio based on all domestic companies
= Sales of overseas affiliates (manufacturing industries) / (Sales of overseas affiliates (manufacturing industries)
+ Sales of domestic companies (manufacturing industries)) x 100.0
Overseas production ratio based on companies with overseas affiliates
= Sdles of overseas affiliates (manufacturing industries) / (Sales of overseas affiliates (manufacturing industries)
+ Sales of parent companies (manufacturing industries)) x 100.0
Note 2: The overseas production ratio by sector for FY 2007 was aggregated and calculated by rearranging the survey results with old
sector classifications.
Source: Sales of domestic companies: “Financia Statement Statistics of Corporations by Industry” (Ministry of Finance)



6. Sales and local procurement (purchases) of overseas affiliates in manufacturing industries, and imports and
exportsto/from Japan

(1) Sales of overseas affiliates in manufacturing industries oriented for Japan

» The amount of sales of overseas affiliates in manufacturing industries oriented for Japan amounted to 11.0 trillion yen,
down by 3.4% as compared to the previous year.

* By region, there were decreases in North America (down by 28.2% as compared to the previous year) and Europe
(down by 37.3% (id.)).

 Salesin Asiatoward Japan accounted for 85.4% of the total, up by 2.9 points as compared to the previous year.

» Sales of overseas affiliates in manufacturing industries oriented for Japan accounted for 15.9% of the Japan’s total
amount of imports™®®, down by 2.2 points as compared to the previous year (see Figure 12).

(2) Local procurement of overseas affiliates in manufacturing industries from Japan

* Local procurement of overseas affiliates in manufacturing industries from Japan amounted to 25.4 trillion yen, a 6.3%
increase as compared to the previous year.

* By region, local procurement increased in Asia (a8.6% increase (id.)) and Europe (a 16.9% increase (id.)).

* Local procurement from Japan accounted for 41.6% of the total local procurement in Asia, up 0.9 points as compared
to the previous year.

* Loca procurement of overseas affiliates in manufacturing industries from Japan accounted for 31.4% of the Japan’'s
total amount of exports™®®, down by 1.0 points as compared to the previous year (see Figure 13).

Figure 12. Trendsin sales oriented towar ds Japan of over seas affiliatesin manufacturing industriesand
per centage of the Japan’stotal amount of imports
(Billionyen) (%)
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Figure 13. Trendsin local procurement of over seas affiliatesin manufacturing industries from Japan and
per centage of the Japan’stotal amount of exports
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Note: Balance of trade (value of exports and value of imports)
Source: “Balance of Payments Statistics’ (Bank of Japan)




7. Sale and procurement destinations of over seas affiliatesin manufacturing industries

(1) Saledestinations of overseas affiliates in manufacturing industries

« When looking at the local and intraregional sales ratio™®® Y of overseas affiliates in the manufacturing industries,
North America and Europe had the highest ratios, at 93.9% and 93.2%, respectively. In Asia, the ratio was 73.0%, up
by 3.4 points as compared to the previous year. The ratios indicate that there is a continued trend of spending in the
production region.

* The ratio of sales to Japan decreased in Asia (19.1%, down by 3.0 points as compared to the previous year), North
America (2.2%, down by 1.2 points (id.)), and Europe (1.7%, down by 1.1 points (id.)) (see Figure 14).

(2) Procurement destinations of overseas affiliates in manufacturing industries

» When looking at the local procurement ratio™?®? of overseas affiliates in the manufacturing industries by region, the
rate was 58.3% in Asia, up by 2.8 points as compared to the previous year, and 62.5% in North America, up by 1.4
points (id.).

* The procurement ratio from Japan deceased in Asia (28.0%, down by 1.6 points as compared to the previous year) and
North America (28.8%, down by 2.4 points (id.)) (see Figure 15).

Figure 14. Sale destinations (sales) of over seas affiliatesin manufacturing industries

Unit: billion yen

Asia Europe

49,250 1,433[2.9%6] _ 18,982
35,950[ 73.0%] - 17,686[93.296]
27,804[56.5%] 184[1.0%] 9,543[50.3%]

8,146[ 16.5%)] 8,143[42.9%]

9,417[19.1%6]
330[1.7%]

354[1.0%] 784 f[2.29%6]

Total sales

Local sales + Intraregional sales

Local sales

Intraregional sales

The number inside[ ] representsthe share
in relation to total sales of each region

33,036[93.9%6]
30,396[86.4%6]
2,640[7.5%)]

Figure 15. Procurement destinations (pur chases) of over seas affiliatesin manufacturing industries

U nit: billion yen

Asia 547[3.9%] Europe
37,670 14,116
26,469[70.3%] 229[0.6%] 7,774[55.1%]
21,953[58.3%] 5,388[38.2%]
4,516[12.0%] 10,559[28.0%] 5,487[38.9%] \2,386[16.9%]

7,480 [28.8%]

237[0.6%]

63[1.0%]

North America
26,012
16,988[65.3% |
16,267[62.5% ]
721[2.8%]

Total procurement

Local procurement + Intraregional procurement
Local procurement

Intraregional procurement

The number inside [ ] representsthe share

in relation to total procurement of each region

Note 1. Local: Country in which overseas affiliates of Japanese companies are located
Intraregional: Same region other than the country in which overseas affiliates of Japanese companies are located (regional
classifications: North America, Asia, Europe, €tc.)
Local and intraregional salesratio = Local and intraregional sales (sales) / Total sales of the region (total sales) x 100.0
Note 2. Local procurement ratio = Local procurement (purchases) / Total procurement of the region (total purchases) x 100.0




8. Profits of overseas affiliates

* In FY 2007, ordinary profits of overseas affiliates amounted to 11.4 trillion yen, up by 18.2% as compared to the
previous year (up by 20.6% if only comparing companies that gave valid responses for this year and the previous
year) (see Figure 16).

* By region, there were significant increasesin Asia (up by 22.2% as compared to the previous year) and Europe (up by
40.2% (id.)). On the other hand, there was a decrease in North America (down by 13.2% (id.)) (see Figure 17).

* The ratio of ordinary profits to sales™®® increased for the sixth consecutive year to 4.9% (up by 0.2 points as
compared to the previous year), and exceeded the ratio for domestic companies by 1.5 points. The ratio for
manufacturing industries increased to 5.2% (up by 0.2 points (id.)), returning to a level above the ratio for domestic
companies for the first timein 3 years (see Table 6).

Figure 16. Trendsin ordinary profits of over seas affiliates

(10 billion yen)
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Figure 17. Ordinary profits of over seas affiliates (by region)
(10 billion yen) 38
400 ~ ‘ @ North America O Asia I:IEurope‘ :
312
300 | 276
250
220 241 240
208
200 | 173 373 167
119
94
100 | 78
52
0
03 04 05 06 07 FY

Table 6. Trendsin theratio of ordinary profitsto sales of over seas affiliates

(nt:%9

a] @] ] o] & 06 [orFY

All indLstries 20 28] 34 39] 42 47] 49
Menfaduinginiletries 22| 41] 45| 49] 48] s50[ 52
Non-menufaduringindLetries 18] 17] 24] 29] 37| 45] 47
'Davedicaonpanies 21] 23] 27] 31| 34] 35| 34
Mensfaduinginil=ries 28] 32| 39 48] 50] 53] =1
Non-menufaduringindLetries 18] 20| 22 25| 28] 27| 27

Note: Ratio of ordinary profit to sales = Ordinary profits / Sales x 100.0 (Calculated based on oversess affiliates that responded to
questionnaires for both ordinary profits and sales.)

Source: Ratio of ordinary profits to sales in domestic companies: “Financial Statement Statistics of Corporations by Industry”
(Ministry of Finance)




9. Profit appropriation of over seas affiliates

* In FY 2007, current net profits of overseas affiliates amounted to 7.7 trillion yen (up by 12.2% as compared to the
previous year) (up by 15.2% if only comparing companies that gave valid responses for this year and the previous
year). Current net profits increased in both the manufacturing industries (4.2 trillion yen, up by 17.3% (id.)) and non-

manufacturing industries (3.5 trillion yen, up by 6.8% (id.)) (see Figure 18).

» The amount of current retained earnings™*®® of overseas affiliates in FY 2007 was 3.6 trillion yen (12.6% increase as
compared to the previous year), and the balance of retained earnings™*®? was 20.3 trillion yen (18.0% increase (id.))
(7.2% increase and 11.1% increase, respectively, if only comparing companies that gave valid responses for this year

and the previous year) (see Figure 19).
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Figure 18. Trendsin current net profits
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Figure 19. Trendsin current retained ear nings and balance of retained earnings

(100 miillion yen)

250,000

200,000

150,000

100,000
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m Current retained earnings
O Baance of retained earnings

203,218
172,168

] 126,039
i 89,964

64,155
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Note 1: Current retained earnings = Current net profit or loss— Directors' bonuses— Dividends
Note 2: Y ear-end balance of retained earnings = Proprietary capital — Capital — Capital reserve




10. Resear ch and development expenses of over seas affiliates

* In FY 2007, research and development expenses in manufacturing industries amounted to 379.7 billion yen (1.0%
decrease as compared to the previous year).
* The ratio of overseas research and development expenses* decreased by 0.1 points as compared to the previous year,
to 3.1% (see Figure 20).
* Research and development expenses per company in manufacturing industries decreased for the third consecutive year
to 296 million yen (3.3% decrease as compared to the previous year) (see Figure 21).
* By sector, there was a decrease in the chemicals sector, and increases in the production machinery and transportation
equipment sectors (see Table 7).
* By region, research and development expenses decreased in North America and Europe, but increased in Asia (see

Table 8).

Figure 20. Trendsin research and development expenses of over seas affiliates and in the ratio of over seas
resear ch and development expenses (manufacturing industries)

———— Research and development expenses

—o— Ratio of overseas research and devd opment

expenses (Right scale)
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Figure21. Trendsin research and development expenses per company
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Table 7. Research and development expenses per
company in manufacturing industries (by major sector)

(Units: million yen, %)
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Table 8. Resear ch and development expenses per
company in manufacturing industries (by region)

(Units: million yen, %)

FY2006 | FY2007 ' YIY VY ratio
difference

Manufacturing industries 306 296 A 10 A 33

Chemicals 621 409 A212] A 31

General-purpose machinery 178 187 9 5.1

Production machinery 158 260 102 64.6)

Business oriented machinery 263 232 A3l A 118

Electrical machinery 243 229 A 14 A58
Information and communication

electronics eguipment 522 586 64 123

Transportation equipment 289 386 97 33.6

FY 2006

FY 2007

dif;{e:;w YIY ratio diffz;ce Y/Y ratio

All regions 306 A 16| A 50 296 A 10| A 33
North America 642 86 155 588 A 54| A 84
Asia 109 A8l AGS 131 22 20.2
Europe 632| A 153 A 19.5 564| A 68 A 10.8

Note: Ratio of overseas research and development expenses = Research and development expenses of overseas affiliates / (Research
and devel opment expenses of oversess affiliates + Research and development expenses of domestic companies) x 100.0
Source: Research and development expenses of domestic companies: “Intramural expenditure on R&D of companies, etc. (costs)” in
the Report on the Survey of Research and Development in Japan (Ministry of Internal Affairs and Communications)




11. Capital investment in over seas affiliates

* In FY 2007, the amount of capital investment in overseas affiliates in the manufacturing industries increased for the
fourth consecutive year to 4.2 trillion yen (up by 7.2% as compared to the previous year).
The ratio of overseas capital investment™®® was 19.5% (down by 0.5 points as compared to the previous year) (see
Figure 22).

* By sector, there were increases in the chemicals sector (up by 23.8% as compared to the previous year) and food
sector (up by 38.5% (id.)) (see Figure 23).

* By region, there were increases in Asia (up by 7.4% as compared to the previous year), North America (up by 4.5%
(id.)), and Europe (up by 2.1% (id.)). In Asia, there were increases in ASEAN4 (up by 17.5% (id.)) and China (up by
1.6% (id.)), while NIEs3 decreased (down by 15.1% (id.)) (see Figures 24 and 25).

Figure 22. Trendsin capital investment in over seas affiliates (manufacturing industries)
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Figure 23. Capital investment in over seas affiliates (by major sector)
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Figure 24. Capital investment in overseas affiliates ~ Figure 25. Capital investment in over seas affiliates

in manufacturing industries (by region)
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Note: Ratio of overseas capital investment = Amount of capital investment in overseas affiliates / (Amount of capital investment in
overseas affiliates + Amount of capital investment in domestic companies) x 100.0

Source: Amount of capital investment in domestic companies: “Financial Statement Statistics of Corporations by Industry” (Ministry
of Finance)



