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1. Trade and Direct Investment in Japan



Exports exceeded $700 billion

Japanese trade (2007)

Topped US$700 billion for the first time

yd (USS$ million, %)
2008 =ﬁ2007 | /I I = ] v 2?08

Total export value 647,290 712,735 166,395 170,855 179,577 195,908| 197,171
(Growth rate) 8.2 10.1 10.1 8.0 8.0 14.1 18.5
Total import value 579,294 621,084 144,924 149,753| 153,775 172,633| 177,986
(Growth rate) 11.7 7.2 4.5 5.0 3.5 15.6 22.7
Trade balance 67,997 91,651 21,471 21,102 25,803 23,275 19,184
(Difference from previous year (quarter)) | -11,581 23,654 9,021 5,548 8,152 933| -2286.6
Export volume index 123.2 130.4 122.0 127.6 132.7 139.5 133.9
(Growth rate) 7.7 5.8 2.4 4.2 5.6 11.2 9.8
Import value index 122.3 118.8 117.4 117.2 116.6 124.0 115.6
(Growth rate) 3.7 -2.8 -0.3 -3.9 -4.9 -2.2 -1.6
Crude oil import price (US$/barrel) 63.9 69.4 575 64.7 71.0 83.3 931
(Growth rate) 25.1 8.6 -3.4 -0.4 0.4 37.0 61.9
Ratio of crude oil imports 17.1 16.8 15.3 15.0 17.1 19.6 21.3
Ratio of manufactured imports 56.8 56.3 58.1 57.5 56.0 54.0 51.8
Quarterly average exchange rate (yen/doll 116.3 117.8 1194 120.7 117.8 113.1 105.2
(Rate of increase) -5.3 -1.2 -2.1 -5.3 -1.3 4.1 135
Real GDP growth rate 2.4 2.1 1.1 -0.6 0.3 0.6 0.8

Copyright (C) 2008 JETRO. All rights reserved.

(Source) Prepared based on “Trade Statistics” (Ministry of Finance), “National Economic Accounting” (Cabinet Office) and “Foreign Exchange Quotations” (Bank of Japan)




Exports to emerging countries rising
trends in Japanese Trade by country/region

Trends in Japanese trade by country/region

(US$ million, %)

2006 2007 2007 2008
1 1l 1l A2
Exports Value 647,290 712,735 166,395 170,855 179,577 195,908
Growth rate 8.2 10.1 10.1 8.0 8.0 14.1
World imports Value 579,294} 621,084} 144,924} 149,753 153,775 172,633
Growth rate 11.7] 7.2) 4.5] 5.0 3.5 15.6
Export volume growth rate 7.7 5.8 2.4} 4.2 5.6 11.2
Import volume growth rate 3.7 -2.8 -0.3 -3.9 -4.9 -2.2
Exports Value 145,651 143,383 35,274 34,133 35,730 38,247
Growth rate 8.0] -1.6 2.5 -3.9 -4.1 -0.5
us. Imports Value 68,071 70,836 17,110 18011 16882 18834
Growth rate 5.5 4.1 4.3 5.9 AN 2.7 8.8
Export volume growth rate 8.8] -7.6 -0.6 -11.6 94 -7.8
Import volume growth rate 0.4 5.5 9.3 9.4 -4.4 7.9
Exports Value 94,139 105,270 25,469 25,445 25,693 28,663
Growth rate 6.7 11.8 11.8 9.4 10.8 15.0
EU27 Imports Value 60,064 65,009 15,709 15,711 16,384 17,204
Growth rate 1.4 8.2 5.2 7.4 9.9 10.3
Export volume growth rate 3.9] 49 -2.9 77 53 10.4
Import volume growth rate 0.9 3.4 1.9 4.5 5.0 2.4
Exports Value 295,694 327,726 74,879 79,735 83,429 89,682
East Asia Growth rate 5.8 10.8 10.4] 9.6 9.0 14.2
Imports Value 239,708 253,976 60,274, 62,303 62,594 68,804
Growth rate 9.3 O~ 5.9 6.6 3.6 7.6
Exports Value 92,8! 109,060 ) 24,244 26,085 28,143 30,589
Growth rate 159 175 19.3 15.7 17.2 17.7
China Imports Value 118,516 P~ 29,83 31,427 31,581 34,806
Growth rate 8.6] 7.7 7.8 9.4 5.7 8.0
Export volume growth rate 14.4] 9.0 13.8 10.9 13.0 0.4
Import volume growth rate 7.8 OSSN 2.8 2.4 -1.2 -3.3
Exports Value 76,34 86,990 ) 19,438 20,970 22,561 24,022
Growth rate 0. 13.9 10.0 12.8 12.2 20.2
Value 79,990 26,208 20,484 20,991 21,818 23,603 25,729
ASEANI0 | Imports 1 o ot rate 95 8.6 7.2 71 6.6 134 256
Export volume growth rate -0.2 10.3 5.8 9.5 85 17.4 10.8
Import volume growth rate 3.5 -1.3 1.4 -4.0 -4.4 2.1 1.6
Exports Value 50,321 54,199 13,156 13,284, 13,011 14,748 15,162
ROK Growth rate 7.3 7.7 9.3 6.1 3.0 12.3 15.2
Imports Value 27,345 27,252 6,492 6,795 6,363 7,602 7,350
Growth rate 11.4 -0.3 -34 1.0 -4.4 5.1 13.2
Exports Value 44,152 44,780 10,171 11,235 11,569 11,805 12,069
Taiwan Growth rate 0.6 1.4 AN 4.1 0.1 3.6 5.9 18.7
Imports Value 20,345 19,809 5,111 4,726 4,826 5,145 5,237
Growth rate 11.9 -2.6 3.7 -4.8 -5.2 -4.1 2.5
Exports Value 36,469 38,818 9,020 9,528 9,779 10,491 10,013
Hong Kong Growth rate 0.9 6.4 10.7 5.7 AN 0.2 10.3 11.0
Imports Value 1,521 1,448 382 313 337 417 421
Growth rate -3.7 -4.8T™N -1.0 -13.3 -14.5 10.0 10.2
Exports Value 19,1 26,184 5,986 5,777 6,367 8,054 7,886
Middle East Growth rate 15.84 36.4 30.6 35.4 27.6 50.5 317
Imports Value 109,190 L2824~ 25,067 25,352 28,114 35,292 39,941
Growth rate 24.6 4.2 -5.6 -5.3 -6.3 36.4 59.3
] Exports Value 30,574 35,063 8,431 8,219 8,899 9,514 10,361
Central and Latin Growth rate 218"~ 139 24.5 6.1 16.2 22.9
America Imports Value 20,4 24,117 5,395 5,823 6,315 6,584 6,261
Growth rate 26. N 18.2 6.4 16.4 21.2 28.4 16.1

(Notes)

(1) The ASEAN 10 are Singapore, Thailand, Malaysia, Philippines, Indonesia, Brunei, Myanmar, Cambodia, Laos and Vietnam.

(2) East Asia here refers to China, NIEs (ROK, Taiwan, Hong Kong and Singapore), and ASEAN4 (Thailand, Malaysia, Philippines and
Indonesia).

(Sources) Trade Statistics (Ministry of Finance)

Copyright (C) 2008 JETRO. All rights reserved.



Japan’s outward FDI sets new record

Japan’s outward FDI and outward M&As

(US$ million) (Number of deals )
80,000 450
=1 Outward FDI (net)
70,000 | mmmmm Outward M&A value (gross) 400
—&— Number of M&A deals
60,000 |- 350
300
50,000 |
250
40,000 [
200
30,000 |
150
20,000 100
10,000 50
0 0

s 8 8 91 93 95 97 99 01 03 05 07 _ O8vem
Jan.-Jun.

(Source) Balance of Payments Statistics (Ministry of Finance), Bank of Japan and
Thomson Reuters

Copyright (C) 2008 JETRO. All rights reserved.

Japan’s 10 largest outward M&A (from 2007 to June 2008)

. Equity
A Target C Amount
Year cquirer company arget Company uss after
Industry Nationality Industry million) _acquisition
April 2007 Japan Tobacco Inc Cigarettes Gallaher Group PLC UK Cigarettes 18,800 100.0
May 2008 Takeda Phafmgceutlcal Pharmaceuticals Mlllennlum. us Pharmaceuticals 8,128 100.0
Company Limited Pharmaceuticals Inc
January 2008  [|Eisai Co., Ltd. Pharmaceuticals  [[MGI Pharma us Pharmaceuticals 3,655 100.0
Marubeni and Tokyo Mirant Asia Pacific —— . .
June 2007 ; - Philippines  |Electric services 3,420 100.0
Electric Power Ltd.
December 2007 ||Kirin Holdings Beverages (beer) ||National Foods Ltd. Australia Dairy products 2,595 100.0
Precision Medical
February 2008 [|Olympus Corp X Gyrus Group PLC UK . 2,161 100.0
) machinery ) equipment
May 2008 Takeda Phafmgceutlcal Pharmaceuticals [TAP Pharmaceutical us Pharmaceuticals 1,500 100.0
Company Limited Products
Nippon Oil Company [Anadarko Petroleum Petroleum and
- us .
May 2007 and Mitsubishi ) Corporation natural gas 1200 232
February 2007 [[Nomura Holdings F_mance Instinet Group Inc us Informatlon 1,200 100.0
(investment) services
. . Jamaica Public Service I Electric power
J
August 2008 Marubeni Corp Trading company co. Ltd. amaica services 1,082 80.0

(Sources) Thomson Reuters



Japanese companies diversify revenue bases overseas

Overseas sales and profit trends among listed companies

Fiscal year Share of sales by region ¢,) Operating profit share by region ¢,)

Number of . o - . d -

companies DOmeStICOVersea“Americas Europe Izilda Other DomestlcOversea_AmericaE Europe Izilda Other
1997 (582) 71.4 28.6 11.3 5.4 5.8 6.1 76.6 23.4 9.8 3.4 4.8 5.3
1998 (593) 71.1 28.9 13.4 6.0 4.9 4.6 73.4 26.6 13.8 4.8 4.4 3.6
1999 (643) 72.5 27.5 12.4 5.4 55 4.2 75.0 25.0 14.1 2.1 50 3.7
2000 (668) 71.9 28.1 12.6 5.2 6.4 3.9 79.9 20.1 10.4 0.7 6.0 3.0
2001 (715) 69.7 30.3 13.7 5.5 6.7 4.4 76.0 24.0 12.4 0.6 6.7 4.2
2002 (728) 68.0 32.0 13.7 6.0 7.8 4.6 72.9 27.1 13.0 2.8 7.2 4.1
2003 (738) 67.9 32.1 12.9 6.1 8.2 4.9 73.3 26.7 11.1 4.3 7.5 3.7
2004 (774) 67.3 32.7 12.2 6.4 8.8 53 71.8 28.2 10.9 4.7 8.6 4.0
2005 (804) 66.1 33.9 12.5 6.3 10.1 5.0 70.8 29.2 10.8 4.7 10.0 3.7
2006 (832) 66.2 33.8 12.6 6.9 10.3 4.1 73.5 26.5 9.1 4.1 8.3 5.1
2007 (866) 63.1|1( 36.9] 13.0 8.5 12.0 3.5 67.1] ( 32&) 8.7 6.8] ( 12£) 5.2

Source: Toyo Keizai Inc. CD-ROM of corporate financial records (for FY2005 and earlier years); publicized consolidated financial statements (FY2006 and FY2007).

Copyright (C) 2008 JETRO. All rights reserved.




[ Inward FDI renewed record in 2007

Japan’s inward direct investment

(US$ billion)
100 25
" 1 Amount of net inflow (right axis) ] 2
— Amount of capital inflow
60 L .~ Amount of capital outflow /\\ 115
40 N\ | 110
20 - 15
0 | — 0
20 f 1-5
-40 1 -10
-60 -15
96 98 2000 2002 2004 2006 2008 (Jan.-May)
iYear)

(Source) Both this figure and Fig. 1-27 were prepared based using Bank of Japan and Ministry of Finance statistics.

Copyright (C) 2008 JETRO. All rights reserved.



[ Increasing large M&As contributed to FDI increase

M&As targeting Japanese firms

(US$ million) (Number of deals)
25,000 180
— M&A amount - 1 160
| | —&— Number of deal
20’000 (r:nghtercl)e) o — a -1 140
Y 1 N 1120
1 |
5,000 / 100
10,000 | — \ 80
1 60
5,000 1 40
|—| H H H 120
O \I:I\ | | | | 0
96 08 2000 2002 2004 2006 2008 Jan.-
Jun.)

(Source) Both this figure and Fig. 1-29 were prepared using Thomson Reuters data

Copyright (C) 2008 JETRO. All rights reserved.
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90% of companies positive on expanding overseas sales

Forecast of overseas sales for the current stage and the future

Not selling
overseas and
does not plan to
do so in the

Selling overseas

and may scale future
down or 11.4%
withdraw in the
future
1.6%
N /{e lling overseas
Not se]]jng\ and may expand
overseas but business in the
may do so in the future
future N, 75.9%
111%

Copyright (C) 2008 JETRO. All rights reserved.



Reasons for actively conducting sales activities overseas

Reasons for actively conducting sales activities overseas

0% 20% 40% 60%

Growth potential of emerging markets 55 .004
Mature and saturated domestic market 51.3%
Increasing business inquires from abroad 34.6%
Opening up markets in developed countries 23.8%
Parent company and/or customers have expanded business overseas 19 49%
Request from overseas business partners 18.3%
Expansion of overall production capacity 154%
Shift of the domestic demand- based policy to overseas markets 14.3%
Increasingly fierce competition in Japan 13.29%
Cheap labor cost 10.1%
Lowrate of return in Japan 8.1%
High rate of return in foreign countries 8.09%¢ (M ult Ip le rep Iies, N :824)
Tariff and tariff barriers removed or eased due to FTA/EPA 3.5%
Responsive measure against the yen appreciation in the future 3.2%
Others 3.89%

Noreply | 0.5%

Copyright (C) 2008 JETRO. All rights reserved.



Priority overlapped among emerging and developed countries

Countries with the highest sales priority in the coming three years

0% 20% 40% 60%
L L L
China 52.4%
us. 324%
India 24.6%
Thailand 21.8%
Russia 20.3%
South Korea 1829/
Vietnam 16.3%
Taiwan 15.9%
Germany 15.9%
Brazil 12.3%
Indonesia 12.0%
Hong Kong 11.3%
UK 104%
France 10.3%
Singapore 9.7%
Malaysia 9.4%
Italy 8.8
Australia 8.3%
Saudi Arabia 72%
Mexico 6.2%
Canada 5.8%
Spain 5.8%
Netherlands 5.0%
Poland 4.9%
Philippines 4.8%
Middle East, Asia and others 4.6%
Turkey 45%
South Africa 4.3%
Czech Republic 4.2%
New Zealand 3.6%
Hungary 2.9%
Europe and others 2.5% (M ultiple replies, N=839)
Egypt 2.3%
Argentina 2.0%
Iran 1.7%
Pakistan 1.4%
Chile 14%
Central and South America and others 1.3%
Russia, Central and East Europe, and others 1.3%
Bangladesh 1.1%
Nigeria 1.0%
Asia and others 0.6%
No reply 22 204

Copyright (C) 2008 JETRO. All rights reserved.




[ Parent company taking the initiative on local markets

Strategy of product, commodity and service development for local markets

0% 20% 40% 60%

The parent company develops products for local markets. 52.90

The parent company develops and supplies world strategy
products.

The local subsidiary develops products for local markets.
Strengthen collaboration with overseas alliance companies.
Commission to local enterprises.

Establish local R&D facilities and strengthen functions.
Make effective use of local universities and research
institutions.

Establish and strengthen the local liaison office.

Commission to local foreign- affiliated c ompanies

Commission to a specialized design company (fabless) (M UItIp le rep lies, N:502)

Others 7.0%

No reply

Copyright (C) 2008 JETRO. All rights reserved.



The personnel utilization and nurturing system is being introduced
In large companies

Measures for personnel utilization and nurturing to enhance competitiveness in overseas markets

0% 20% 40%

The personnel evaluation system and its operation are entirely left
to the discretion of the local personnel manager.
The subsidiary adopts its own performance target, which is reflected
in pay raises and promotions.
Emphasis is laid on the Japanese language proficiency for
recruitment of local employees.
There is a high degree of dependence on Japanese employees who
reside locally.
The subsidiary adopts the merit/ performance- based system and a
wage system in line with it.
The subsidiary adopts the same personnel evaluation system as in
Japan.
The subsidiary establishes its own professional career system and
introduces a different system for wages.
Foreign students studying in Japan are recruited as candidates for
managing staff both inside and outside the head office.

28.1%

Employees with poor performance are promptly replaced.

The company is pushing forward a system to promote employees to
the managerial level in the subsidiary and the head office.
Local employees of the subsidiary only do jobs of a supplementary
nature.
Internship opportunities are provided to local students to pave the
way for recruitment. 36.9%

(Multiple replies, N=839)

No reply

Copyright (C) 2008 JETRO. All rights reserved.



Semiconductor Manufacturer Global Ranking

1990 2006
Rank Company Country Sales (US$ 1 million) Rank Company Country Sales (US$ 1 million)
1 NEC Semiconductors Japan 4774 1 Intel UsSA 31.542
2 Toshiba Semiconductors Japan 4,579 2 Samsung Electromics ROK 19.842
3 Intel USA 4019 3 Texas Instruments UsA 12,600
4 Motorola Semiconductors USA 3,802 4 Toshiba Japan 10,141
5 Hitachi Semiconductors Japan 3,763 3 STMicroelectronics France-Italy 9854
6 Texas Instruments UsA 2738 & Renesas technology Japan 7.900
7 Fujitsu Semiconductors Japan 2,705 7 Hynix ROE 7.865
8 Mitsubishi Semmconductors Japan 2303 3 AMD US.A 7.506
? Matsushita Semiconductors Japan 2,037 9 Freescale Semiconductor USA. 5.988
10 Philips Semiconductors MNetherlands 2,022 10 NXP Netherlands 5.874
11 Mational Semiconductors UsA 1.602 11 NEC Electronics Tapan 5.679
12 Samsung Semiconductors ROK 1,473 12 Qimonda Germany 5.413
13 SGS-Thomson France-Italy 1,362 13 Micron technology USA 5210
14 Sanyo Semiconductors Japan 1462 14 Infineon Technologies Germany 5.119
15 Sharp Semiconductors Japan 1218 15 Sony Tapan 4852
16 Siemens Semiconductors Germany 1.263 16 Qualcomm USA 4,529
17 AMD UsSA 1.226 17 Matsushita Electric Japan 4022
18 Sony Semiconductors Japan 1,196 18 Broadcom USA. 3.668
19 OKI Semiconductors Japan 981 19 Elpida Memory Japan 3,527
20 Rehm Japan 934 20 Sharp Electronics Japan 3341




Selling Prices of Large-Screen TV’s in Japan and USA

(40-49 inch: April, 2007)

Us A $1.499 $1_500- $2.000- $2.700- $3.300- $4.000 or
ar less 1,990 2.699 3.299 3.909 more
Best Buy 13 10 L 4 models 0 models 0 models
models models models
Iﬂpﬂ.ﬂ F]TO QoD F1 80, 000-- E240 e ¥F324 000 FI08 000~ F4B0, D
oT lesg 230 OO 3323 000 305 Qo0 470 o0 O more
Y amada 0 models 0 models 2 models 13 4 models 1%

Denk models models




2006 Global LCD TV Market Share by Manufacturer

SAmsung
Electronics
Other 15925
Vizno
2% N
Phualps
Syntax Brilhant 13%
2%
TCL
Toshiba 3% _—
4% Sharp
. ) 13%
Matsushita Electric
Industrial Loy
o 8% -
5% 13%
O Samsumg Electronies B Phalips
O Sharp 0 Somy
mlLG E Mat sushata Electric Industrial
B Toshiba O TCL
B Sntax Brlhant B Vizio
0O Cther




Integral or Modular

Many Japanese companies in general, such as those in the electronics and drug
Industries, have developed and produced goods on the principle of vertically integrated
self-sufficiency. This principle has its merits: namely, it raises the motivation of
engineers who want to build fine products in-house, brings out the overall strength of
the company by fusing company technologies.

An integral type product seeks to enhance total performance by making fine
adjustments among components. The typical example is the automobile: to make an
automobile more comfortable to ride, for example, one must adjust not only the seats
but also make mutual adjustments between the seat and the springs, tires, body and so
on.

A modular type product is created in a production system where pre-designed
components are brought together into a finished product. Personal computers, DVD
players and so on are typical examples; standardized interfaces among components
make them easy to assemble. In a DVD player, for example, LSI devices play the
interface role, while the various structural components are connected by the LSI
devices and are independent of other components. Because of this, such products are
typically easy to outsource.



Innovative Capacity of Japanese Corporations

Mot
technologically Other
mmovative ot 194
Not excels at creating
technolozically mternational
mmovative bt busmess models. No answer
excels at creatmg 8% - % Capable of
m_teruatmal creatmg
busmess models. T oA te
3a T technologies or
miternational
busmess models.
Technologically 2%

mmovatnre bt not
good at creatng
mternational
buzmess modek.
62%e

Source: JETR.O survey on Japanese firms® international competitiveness and business
development, March-May, 2007.



Changes in Overseas Business Environment,Compared with
Five Years Ago

Baank Induostries reporting Industries reporting Industries repottfing 1o
improvement WOrsening changze
1 General machinesy Clonmwmmnications Lumber, wood products,
(20_4%0) equipment. electronic firnitore, construction
components and devices materials, paper. pulp
(43.3%a) (50.0%0})
2 Antomobiles, parts, Textiles and textile Ceramic. stone and clay
other transpost products. apparel products
equiparent (21.1%a) (33 .3%2a)
({(71_1%0)

3 Textiles and textile Precizion parts Digs medicines,
products, apparel (20 7T%a) cosmetics
(68 _4%4) (31.324)
4 Chemicals Electrical equipment Petrolenm and coal
{(58_3%0) (14 .53%a) products, plastic amd
ubber produocts
(27 .6%0)
5 Femous and nonferrons Petroleum and coal Electrical equipment
mietals, metal prodocts produocts, plastic and mibber (23 _8%0)

(66 T%0) products

(13_8%a)

Mote: The percentages in parentheses are the proportion of replies by companies in each mndustry.
Please refer to Fig Il -2 for nnmber of respondents.

Source: JETEQO survey on Japanese firms" international competitiveness and business development,

March-Mlay., 2007,



Reasons Given for a Worsening Environment

Selling prices declining duoe to standardization of

) ) products and components
Firms in other conntnes catching up on the

technology
Profit margin overseas 1s decliming

Price erosion of products as a whole ansing from

C

%69.1
Mﬂﬁiﬂ
_‘B_Tlgl's

258
supply of core components -
Shrinking market share overseas fjfsq_
Declining demand for high performance. high =mm 10.6 M = 66 (of whach 13 are
value added products | - commumcatons
. . ) 7.5 equpment, electronic
Brand power has weakened _ compronents and devices
Other ;’!‘15_# CODNPENLes )
0 10 20 30 40 30 60 70 80

L)

|- Commmumications equupment. electromc components and devices [ All compames |




Modular Design and Supplier Integration(Digital Home Electronics)

1. Digital Home Electronics
Overseas Marnufacturers

Manufacturing entrusted to Electronic
Manufacturing Service (EMS) companies

(1) ms e ; P

US and China- in China or Taiwan Low price WVolume

based companies. etc ! Sales
Design entrusted to US-based fabless companies

2 DELL type Direct sale to

system design Component manufacturing entrsted Assembled Cglpodl:ia‘r_lgnsl

ild-to-order to EMS companies in US and macrviduals
build tol (?Idel ! Some volume sales
menu-driven

Japanese Manufacturer Options

G |5 apanese companies
with design and
supplier integration
skills

Entrust manutacture of general-purpose
products to EMS

Sell under own company’s
general-purpose product brands

(4 Japanese companies
with design and
supplier integration
skills

Sell through join-venture
subsidiaries

Form alliances with developing country
manufacturers (license business)

(5) | Japanese companies
with design and
supplier integration
clrille

Simultaneous worldwide launch
Total solution sales,
Good after-sale service

Black box design
cell production system
to improve yields

131 11

111




Modular Design and Supplier Integration(Semiconductors)

2. Semiconductors
Overseas Manufacturers at present Consignment production to foundries
(1) in Taiwan, ROK, ete.
Selection and
concentration. Strengthen Sale of externally assembled products
internal integration ‘
Entrust design to fabless companies
@ Intel, AMD ty: i
St 1.1te .tl - tl'}p el Manufacture mown P]auts Sale of externally assembled products
rengten fiterma Strengthen integration ] Aim to be platform leader
Integration (Integrate R&D and production)
Japanese Manufacturer Options pplication Speeific Standard Products (ASSP
3) ficati ol 4 circud Use ASIC technology in externally
App Lcauon‘-sp ceite mtegrated circuits assembled products, e.g., high-quality Promote standardization
(ASIC). Strengthen internal digital home electronics. cell phones Standardize platform and middleware.
integration P - -
. = Differentiate at application software
Digital home electronies high-end model level
Automotive LSIs, digital cameras, ete. System LSIs combining formerly separate '
funections, One-Seg cell phones. TV PCs, ete.
@ Strengthen internal i
>irengihen m ferna Manufacture mown P]auts Sell externally assembled products.
mtegration tor Strengthen integration E.g.. Toshiba flash memory
IC products (Integrate R&D and production)
S .
®) Strengthen internal Use own plants for high-end products.
integration for Use foundries to differentiate products Use PR to promote the advantages of
IC products from Tarwan foundry products IDM (Integrated Device Manufacturer)




Modular Design and Supplier Integration(Automotive)

3. Automotive

(1} Mechanical Parts Modularization (Overseas manufacturers at present)

EU-US Modularization
Unification of instrumnent panels.
doors. fronts

Japanese Manufacturer Options

Japanese Modularization
Unification of instrnument panels.
doors. fronts

(2) Increased Use of Electronics

Integration of multiple
electronic control units (ECU)

Brake control. steering control. etc.

Horizontal (Open) Organization
Modular parts orders
entrusted to multiple manufacturers

-

Involve parts suppliers from
concept stage
Strengthen supplier integration

Japan and EU response

Integration of transport
from parts sub-assembly
to assembly lines

Entrust module production to cooperating

companies (somewhat vertical. closed
organization)

Standardization of on-board LSI
platforms (of inefficient components)

Standardization of on-board
LAN (wireless networks)

Japan is stronger

here

Companies seek differentiation
by developing unique on-board LSI
application software

To this point. no
difference between

<

Japan and EUJ



Developing Country Share of Global Middle Class

(o)

: /-

1“ /A

.
13
0
2000 2030
B East Asia, Pacific B Fastem Europe, Central Asia ™ Latin America, Carribean

B Middle East. North Africa ™ South Africa B Sub-Saharan Africa
Source: © Global Economic Prospects 20077, World Bank.




Indian Households by Income

Maiddle class
grows from 5%
i 2005 to 41%

i 2025

Fig. III-10 Imdian households by income

1007 F-oIIlos .-
90% . /

20% S /

] B Global {wealthy, over 1,000,000

k!

- | rl:lp-eesj
T0% ull I
[ O Strivers (upper middle class,
0% __ " . .J,.-‘snn,nm to 1,000 000 mpaes)
. [ Seekers (Jowsr middle class,
50 - 200,000 to 500,000 mpses)
0% " B Aspirers (upper segment of the
. mmpoverishad, 90,000 to 200,000
pees)
—
30t B Deprived (impoverished, 90,000
mapees oF lass)
20
104 —
ﬂﬂ'ﬂ L L I}

2005 2015

b
&
LAh

Source: “ The Bird of Gold: The Rise of India’s Consumer Market”, McKinsey & Company



FTAs In the Asia-Pacific Region

FTAs in effect in the Asia-Pacific (ASEAN+6) region

FTA Date, Status
Australia-New Zealand January 1983
Laos-Thailand June 1991
ASEAN Free Trade Area (AFTA) [January 1992 (start of tariff reduction January 1993)
Singapore-New Zealand January 2001
Japan-Singapore November 2002
Singapore Australia July 2003
ASEAN-China July 2003

January 2004 (Early Harvest for agricultural and
fisheries products)

July 2005 (start of tariff reduction for non-
agricultural products)

Thailand-India September 2004 (start of Early Harvest)
Thailand-Australia January 2005

Thailand-New Zealand July 2005

Singapore-India August 2005

Singapore-ROK March 2006

Japan-Malaysia July 2006

ASEAN-ROK June 2007

Japan-Thailand November 2007

Japan-Indonesia July 2008

Japan-Brunei July 2008

(Source) WTO, governments
Copyright (C) 2008 JETRO. All rights reserved.



FTAs In the Asia-Pacific Region

Share of trade between countries with FTAs in effect, signed and under negotiation of the amount of total
intra-regional trade in the Asia-Pacific (ASEAN+6) region (2007)

(Unit: %)
Importing Trade with |Share of trade|
Esporting ST Japan | China | ROK | Thailand | Indonesia | Malaysia | Philippines | Singapore | Brunei | Vietnam | Cambodia| Laos | Myanmar | India | Australia Ze’:‘?:’nd Total ;?:;T:Z:fv:; V\‘[’\/‘fg“ﬁ#;‘:ﬁ:
(exports) effect

country
Japan - 8.1 4.0 1.9 0.7 1.1 0.7 1.6 0.0 0.4 0.0 0.0 0.0 0.4 1.0 0.2 20.0 5.2 26.0
China 7.5 - 4.1 0.9 0.9 1.3 0.5 2.2 0.0 0.8 0.1 0.0 0.1 1.7 1.3 0.2 21.6 6.8 31.6
ROK 1.8 6.8 - 0.4 0.4 0.5 0.3 0.9 0.0 0.3 0.0 0.0 0.0 0.4 0.4 0.1 12.3 2.4 19.7
Thailand 1.3 1.1 0.2 - 0.3 0.6 0.2 0.7 0.0 0.3 0.1 0.1 0.1 0.2 0.4 0.0 5.7 55 96.2
Indonesia 1.7 0.8 0.6 0.3 - 0.4 0.1 1.0 0.0 0.1 0.0 0.0 0.0 0.3 0.3 0.1 5.6 5.0 88.4
Malaysia 1.2 1.1 0.5 0.6 0.4 - 0.2 1.9 0.0 0.2 0.0 0.0 0.0 0.4 0.4 0.1 7.1 6.1 86.7
Philippines 0.6 1.4 0.1 0.1 0.0 0.2 - 0.4 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 3.0 2.3 78.5
Singapore 1.1 2.1 0.8 09 2.2 2.8 04 - 0.1 0.5 0.0 0.0 0.1 0.7 0.8 0.1 12.6 12.6 100.0
Brunei 0.2 0.0 0.1 0.0 0.1 0.0 0.0 0.0 - - 0.0 0.0 0.0 0.0 0.1 0.0 0.5 0.4 86.6
Vietnam 04 0:2 01 01 01 01 01 0.1 - - 0.0 0.0 0.0 0.0 0.2 0.0 1.4 0.8 53.8
Cambodia 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 - 0.0 0.0 0.0 0.0 0.0 0.0 0.0 69.5
Laos 0.0 0.0 0.0 0.0 0.0 0.0 - 0.0 0.0 0.0 0.0 - - 0.0 0.0 0.0 0.1 0.1 97.3
Myanmar 0.0 0.0 0.0 0.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 - - 0.0 0.0 0.0 0.3 0.2 74.7
India 0.3 0.9 0.3 0.1 0.2 0.1 0.0 0.4 0.0 01 0.0 0.0 0.0 - 0.1 0.0 2.5 0.5 21.1
Australia 1.9 1.5 0.8 0.3 0.2 0.2 0.1 0.2 0.0 0.1 0.0 0.0 0.0 0.6 - 0.5 6.5 1.1 16.2
New Zealand 0.2 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.4 - 1.0 0.5 69—5\>
Total 181 | 242 | 116| 58| 56| 7.3 2.7 94| 01| 27| 03| 01| 03| 50| 55| 13| 1000 f@?)
Trade with countries \_/
with FTAs in effect 5.4 6.8 2.2 5.4 51 7.0 1.8 9.4 0.1 2.2 0.2 0.1 0.3 0.9 1.7 0.7 49.5
(imports)
Share of trade with
countries with FTAs in 30.0 28.2 18.8 93.8 91.9 95.1 68.8 | 100.0 95.4 79.7 95.0 96.5 91.5 18.7 30.5 56.2
effect

(Note-1)-The light-colored-shading-indicates-trade-between-countries-with-FTFAs-in-effect,-the-dark-colored shading indicates trade between countries with FTAs that are signed (not in effect), and the half-tone shading
indicates trade between countries with FTAs under negotiation.

(Note 2) The share represents each country’s / region’s value of trade with countries that have FTAs in effect of the total value of exports and imports to the ASEAN+6 region.

(Note 3) The Thailand-ROK portion alone of the ASEAN-ROK FTA has not gone into effect. Includes the trade amount between India and Thailand, which only covers items under the Early Harvest Scheme (82
items). FTA negotiations between Japan and ROK have been suspended.

(Note 4) The Singapore-New Zealand FTA is part of the Trans-Pacific FTA (Brunei, New Zealand, Chile and Singapore).

(Source) “DOT May 2008” (IMF)

Copyright (C) 2008 JETRO. All rights reserved.



Thailand-Australia FTA boosts Thailand’s automotive exports to Australia

Trends in Australian imports of passenger and commercial cars

(Unit: Millions of dollars, %)

2004 2005 2006 2007 Share change
compared to 2004
E:rssse”ger Total value of imports 8,141 9,268 9,482 11,651 -
Share Japan 58.9 55.1 49.6 45.3 -13.6
Germany 134 10.5 10.3 10.6 -2.8
ROK 5.9 7.5 10.0 9.8 3.9
Thailand GT) 2.2 4.8 Q;) 7.4
Sa()r;nmercial Total value of imports 2,556 3,040 3,343 4,596 -
Share Thailand 25.3> 38.1 32.0 36.3> 10.9
Japan 43.8 29.9 28.3 27.6 -16.2
usS 15.0 13.1 21.3 14.1 -0.9
Total value of imports 103,686 118,610 132,778 157,887 -
\T/s;‘:fas; Imports from 2,767 3,663 4,723 6,630 .
imports o ot 27 3 36 2 -

(Source) Australian trade statistics

Copyright (C) 2008 JETRO. All rights reserved.



Major FTAs towards complete tariff elimination by 2010

Status of AFTA and ASEAN+1: In effect and under negotiation

(Unit: Millions of dollars, %)

Share of Asia-Pacific
FTA Value of trade (ASEAN+6) intra- Status Year of tariff elimination
regional trade
RSN (oot walia, 2810 (riina membars o
AFTA 220,203 16.1[0r'9!Nal MEMDETS ¢ : L Vialaysia, A SEAN)
Indonesia, Philippines, Singapore and Brunei) have 2015 (CLMV)
already eliminated tariffs of 80% of all items.
Went into effect in July 2003.
EH scheme covering agricultural and fisheries product {2010 (Original members of
. (HS01-08) started in January 2004. ASEAN)
China 186,121 13.6 Non-agricultural and fisheries products and other 2016 (Vietnam)
agricultural and fisheries products in July 2005, 2018 (CLM)
started reduction of tariff.
2010 (Original members of
ROK 70,487 5.2|Went into effect in June 2007. ASEAN)
2015 (CLMV)
ASEAN Agreement at East Asia Summit in November 2007.
Japan 173,595 12.7|Each country completes signature in April 2008. -
Expected to go into effect in 2008.
India 36,713 2.7|Under negotiation. -
Australia o
New Zealand 53,602 3.9|Under negotiation. -

(Note) The year of tariff elimination refers to the year in which the tariffs of items classified as Normal Track are eliminated.
(Source) Each agreement and statistics from each government

Copyright (C) 2008 JETRO. All rights reserved.




[ Economic Effects of FTAS

Fig. II-7 Effects of various FTAs on GDP (tariff elimination and 50% reduction Fig. II-§ Effects of ASEAN+6 FTA on GDP

in NTMs)
%) ,
: T
Intra ASEAN| ASEAN- | ASEAN- | ASEAN- | ASEAN- | ASEAN- | ASEAN | ASEAN Blpm : Referme

(AFTA) | Chma | ROK | Japan | Australa | Indi +3 +6 S i

[ Australia, Hew Zealand !

All member ~ :

) OROE !

COUtres 0.9 0.7 0.7 0.5 0.8 09 1.0 L3 ¢ |ocum :

ASEAN 0.9 13 10 14 10 1.0 20 23 W ASEAN — ] i

Japan - -0.01 - 03 -0.01 - 07 1.0 :

Chma -0.01 0.4 -0.02 -0.02 -0.01 -0.01 15 1.7 . | :

ROK -0.01 -0.04 0.3 -0.02 -0.01 - 16 1.7] :

India -0.01 -0.03 -0.02 -0.1 -0.02 09 -0.1 12 i

Australia - -0.02 -0.01 -0.04 0.5 -0.01 -0.1 14 i

Mote: FRounded oftelow two decdmal places; rezard 0.00% a5 no influence md indicate a5 ™" Shaded bowes indicate FTA member countries/regions. 0 . :
Sowrce: Estimated from GT AP Tariff elimination Tariff elimination plus 50% reduction  Tariff elimmation plos 25% reduction

of NTMs of NTMs

Source: Estimated from GTAP




Non Tariff Measures in ASEAN Countries

(case)
MNumber of NTMs, by country Mam examples
Thailand | Malavsia | Indonesia | Smeapore | Phalppmes | Vietnam
CQuantity control 113 123 189 64 67 22| Non-automatc heensme on a discretionary basis
measires (foods, electncal equipment, etc_); mport quotas
(ron and steel automwohbies. foods, etc.).
prohibibons on mports (wsed cars. etc.)
Techmcal LA 6 134 29 Q0 158| Quality mspections, labelng and specifications
mMeasures standards. advertismg restrictions
Moeonopchstic 0 1 13 0 2 2| Monopolstc mpert company system for rice,
measures petroleum, etc.
Price control 0 0 0 1 0 34|{Pnce regulations on mports (n Viemam on
measures beverages, glass. etc.). anfi-dumpmg measures
(I Sinsapore, on Ton and steel produocts])
Oiher 6 4 71 8 0 1| Automatc hcensms measures
Total 141 134 407 102 159 283

HMote: APEC, UMNCTATD etc. have comapiled Seures on MT A s mamly frorm statements made
the ASEAN Secretamiat. The date of the daia vames by coundry , between 2001 to 2003, We coumni the mmobers of WT A s eeardless of ithe leveal of HS digt m
question. For mstance, 3 messure affectins HS taniff lines (prodwcrs) at two digit level is coumted as one whils snother messure affecting products at HS eight dizit
level iz also coonied 3= one. Thus, that & couniry 1s shown 35 having 3 learge mamiber of WMT A= m this table does not necessanily mesn that i does have mamy T s
or that the impact of the W Ths applied is large.

Smroer ASE AN Secretarias.

bty each povernment; TETEO has sunmmarized information published by
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{ Japanese goods mainly consumed in Asia, US, Europe

Total consumption demands of goods & services for Japanese companies: by countries and region(2005)

(Unit - Yen billion, o, )

North America

Asia

Europe

Latin ASEA Middle EU Oceani Africa |Total
us america China N4 NIES3 |East a

Sales by overseas subsidiaries (a ) 54,926| 52,173| 3,021 29,960( 9,948 9.271| 9412 243| 17,787 17,340 2,684 704] 109,325
Imports from Japnanese companies in third

; 9,843| 9,056 2830 19,012| 6,759| 5447 6,133 264 17421 17,073| 2484 663| 52,517
countries (b))
ath (c) 64,769 61,229| 5,851| 48,972| 16,707| 14,718| 15545 507| 35,208 34,413| 5,168 1,367| 161,842
(c) xratio of Japanese equity ownership (d ) 54,535| 51,555 4927| 41,234| 14067| 12,393 13089  427| 29645\ 28976| 4351 1,151| 136270
Exports of goods&services from Japan (e) 18,757| 17511 3,215 34,192| 13150 6,266 8597 2,055 13,650 12,183] 1974 929| 74,772
Total consumption demands(d + € ) 73,292| 69,066 8,142| 75426 27217| 18,659| 21686 2482 43295 41,159 6,325 2,080 211,042
Share of total consumption demands

4.7 32.7 39| 357 12.9 8.8 10.3 1.2 20.5 19.5 3.0 1.0 100.0

(Source Y'Survey of Trends in Business Activities of Foreign Affiliates"by Ministry of Economy, Trade and Industry
"Balance of Payments" by Bank of Japan

Copyright (C) 2008 JETRO. All rights reserved.




US goods dominantly consumed in Europe

Total consumption demands of goods & services for US companies: by countries and region(2004)

(Unit: US$ Billong; |

Latin America Asia Pacific . Europe China(inc

Middle _

Canada Brasil |Mexico Austral Jaona |East France German Netherl UK ludin

Ia P y and Africa [Total [HK))
Sales by overseas subsidiaries(a ) 309.9 [220.7 | 57.1| 827(4675] 71.0(164.1| 10.8] 1,005.8 | 122.0 163.8 | 61.4]310.2| 26.4[2041.1 717

Imports from US companies in third

countries(b ) 136 | 53.2| 138 | 19.9(190.1| 289 | 66.7| 21.2| 566.9| 68.8 23| 34.6|1748| 165| 8615 29.2
ath (c) 32352739 70.9 | 102.6|657.6 [ 99.9230.8| 32.0| 15727 [190.8 | 256.1| 96.0|485.0| 429]29026| 100.9
Exports of goods&services from US (d) | 5199 | 2305 | 187 | 1087|3134 209 88.4| 36.9| 3307 344| s04| 328] 772] 201]11522] 617
Total consumption demands(c + d ) 543.4 | 504.1] 89.6 | 231.3[971.0| 120.8 [319.2 | 68.9] 1903.4 [ 225.2 | 306.5| 128.8 |562.2 | 64.0 | 4,054.8 162.6
Share of total consumption demands 134 124 22 57| 23.9 30| 79| 17 469| 56 7.6 32| 13.9 1.6 [ 100.0 4.0

(Source \Dept of Commrece "Survey of Current Business"

Copyright (C) 2008 JETRO. All rights reserved.




Growing interest in Emerging countries by Japanese companies

JFIC16 and the type of resource endowment

Number of J-FILE cases for Per capita|Populatio Type of resource endowment
JFIC16 Region (1,000 Yoy Yoy GDP n (1,000 [Mineral Food Human
cases) change in |change in [(dollars) |people) |resources |[resources |resources
1 [Vietnam Asia 182 345 818| 85407 o ° °
2 Thailand Asia 159 32.9 3,882 63,137 o 4
3 Turkey Middle East 85 72.9 21.5 9,033 73,443 o
4 UAE Middle East 70 284 33.6 40,001 4815 S
5 Pakistan Asia 69 56.6 877] 163,902 o
6 Mexico Central and South Americ 69 32 8.232] 108,522 o o
7 South Africa [Africa 65 31.2 244 5,625 50,250 o o
8 Venezuela Central and South Americ 64 69.3 232 8,647 27.339 o
9 Saudi Arabia [Middle East 54 224 223 15,192 24735 o
10 Peru Central and South Americ 53 56 3.826 28573 o o o
11 Poland Eastern Europe 52 17.7 32.6 11.006 38,102 o A
12 Argentina Central and South Americ 49 33.8 6.825 38.438 o o
13 Romania Eastern Europe 44 442 7.653 21,556 o
14 |Hungary Eastern Europe 41 33 13,759 10,058 °
15 |Nigeria Africa 40 331 1,120] 148,093 o o
16 |Egypt Africa 40 40 1742| 73971 o °
JFIC16 4678| 960,340
Worldwide 4377 28.3 9.2 8.253]16,637.864
BRIC g 2,563]2,789.649
Chian 2,585]1,315,302 o
India 1,005/1,140,503 o o
Russia 9,078] 142.054 o A
Brasil 6.852] 191.791 o o

(Note 1) Emerging countries that attract growing interest: Countries that are ranked in the top fifty in terms of the number of J-FILE searches
the developed countries and the BRICs excluded, to which the number of hits rose 30% or more yoy in 2007 or rose 20% or more yc
in 2006 and of which the per capita GDP amounts to at least 500 dollars

(Note 2) For J-FILE country and region, data as of March 21, 2008 was used, and for the per capita GDP and population, data as of 2007 wa

(Note 3) The "type mineral resources” means that "iron ores + mineral fuels" and "base metals and their products "are in the black, thereby
benefitting from the trade.

(Note 4)Peru and South Africa are treated as mineral resources because the surplus in "base metals and their products" outpaces
the deficit in "iron ores + mineral fuels.”

(Note 5)"Food resource type" are countries with trade surplus by Foods. Human resources type: countries whose remittance from overseas w
accounts for 2% or more of GDP are o , less than 2% to 1% are a

(Note 6) Profit on terms of trade against GDP is bsed on 1990 prices.

(Sources) JETRO's internal information, Euromonitor International, and JETRO overseas information files and the number of accesses by

country

Copyright (C) 2008 JETRO. All rights reserved.



[ Distribution ratio by disposable income

Distribution of number of households based on 15 disposable
income groups in Europe, the United States and emerging
countries in 2007
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(Resources) Prepared based on Euromonitor International
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Distribution ratio of number of households by disposable

income group worldwide in 2007

Middle East and Afric
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Shift to the upper income group in emerging countries

Distribution ratio of number of households by T . . . .
disposable income group in BRICs (2007/2002) E)Zlg(t);llglégg)n ratio of number of households by disposable income group in JFIC16
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Expanding consumption around the world ]

Consumption expenditure of world and rate of increase

(billion dollars)
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Consumption expenditure and rate of increase in BRICs and
JFIC16
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Food and non-alcoholic beverages, housing and transportation are the three
major items of consumption

Distribution of consumption expenditure in world and

BRICs in 2007

100%

80%

60%

40%

20%

0%

World
China

Asia-Pacific
Russia and Eastern Europe
Central and South America
Middle East and Africa
North America
Western Europe

Source JEuromonitor International
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Items other than food also showed high growth in BRICs and JFIC16

Rate of increase by item of consumption expenditure of world (2007/2002)
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Consumer markets of emerging countries

where young people have a

strong influence (1)

Distribution ratio of age by region in world

100% 1
O Age 65 or older
O Age 60-64
80% [ - - - - - -
@ Age 55-59
| Age 50-54
60% [ - - - - - 0O Age 45-49
| Age 40-44
- o Age 35-39
40% [
. . | Age 30-34
O Age 25-29
20% I 0 Age 20-24
B Age 15-19
0% o Age 0-14

North Ameria. |

Asia- Pacific

America
Western Eur0<
Bri|
m@

Middle East and
Africa

Russia and Eastern
Europe
Central and South

(Resources) Prepared based on Euromonitor International

Copyright (C) 2008 JETRO. All rights reserved.

Distribution of disposable income by age group
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Consumer markets of emerging countries where young people have a
strong influence (2

Characteristics and trends of consumer markets in BRICs

Characteristics and trends, and background of expanding consumption

Leades in consumption

O Word-of-mouth advertising and the Internet have a strong influence.
O Growing awareness of health and food safety. Japanese products have high
credibility, such as diapers and powdered milk.

OPeople who are about thirty years of age play the strongest
leading role in consumption.

= In the future, the generations “born in the 1980 or after”
will play the leading role in consumption mainly of products

China O There are many dual-income households, and eating out and frozen pouch-packed
foods are popular. such as consumer goods and digital products.
OWomen have a very strong influence on consumption.
O The social background of expanding consumption is as follows: OPeople in their thirties or early forties play a leading role
M Very little payment of housing loans, and living expenses, such as fuel and light |in consumption.
RUssia charges, are cheap.
@ People prefer consumption to saving due to their extreme mistrust of financial
institutions.
(® Other factors such as the rapid popularization of consumer financing
O There are more people able to buy small cars and household electric appliance O The middle class is emerging.
) thanks to a rapidly decreasing poverty group and a rising middle class. The explosive growth of household electric appliances.
India O Credit cards have been rapidly popularized. South Korean and local companies dominate the market,
which are targeting this class.
O The determining factors for consumers to buy are (1) prices, (2) products O Women have a growing importance.
diversity and(3) the site location.
Brazil O Installment payment and credit cards have been rapidly popularized.

‘When buying durable consumer goods, consumers put priority on monthly amount
of installment payment rather than commodity prices.

(Sources) Prepared based on reports from JETRO overseas offices

Copyright (C) 2008 JETRO. All rights reserved.




Consumer markets of emerging countries where young people have a
strong influence (3

Characteristics and trends of consumer markets in JFIC countries

Background and factors of expanding consumption Leaders in consumption
O Increasing investments from abroad O People age 30-45 play a leading role in consumption.
O A large amount of remittance from abroad. 7.9% of GDP in 2006 |O People younger than 30 account for 60% of the population, and, in
Vietnam O Popularization of credit cards and consumer financing the future, those age 18-30 will gain attention as “Generation X.”
O Women’s purchasing power is expanding. In Hanoi, half the
household income is generated by women.
O A large amount of remittance from abroad. 4.0% of GDP in 2006 |O Cars increased due to corporate demand.
OPopularization of auto loans OPeople aged under 24 account for approximately 60% of the
Pakistan O Stimulation to the upper income group by surging stock and real population and, in the future, young people will take the leading role
estate prices in consumption.
O The popularization of credit cards rapidly rose. OPeople younger than 30 account for 57.4% of the population, and
‘The transaction amount of credit cards in 2007 rose by approx 2.8 |those younger than 40 for 73.8%. There are 3.9 people per household.
times compared to 2003. This contributed to the popularization of Marketing to young people is important.
Mexico cars and household appliances.
O Remittance from family members working in the United States
underpinned the purchasing power of the lower and middle income
groups.
O Credit card ownership sharply increased. The number of Master O People younger than 30 account for 61.8%, and this increase to
Cards held rose 40% yoy in 2007, posting the largest rate of increase |74.4% if those younger than 40 are included. There is an
Egypt in the world (Herald Tribune). overwhelmingly large number of low income earners. The new
wealthy class has expanded due to the recent economic reforms.
O Surging crude oil prices O People younger than 30 account for 62% of the population and
Saudi Arabia | O Low duty rate and no consumption tax those younger than 40 for 79%. Young people are playing a leading
rale
O Rapid economic growth thanks to surging crude oil prices O The UAE has a small number of its own people and those younger
than 20 account for 51% (National Census in 2005). The level of
UAE ?ncome is high and the family size is large, and consumer confidence
is very strong.
O Foreign travelers numbered 7 million (2007), outpacing residents.
Travelers are important consumers next to residents.

(Sources) Prepared based on reports from JETRO overseas offices
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Rapidly growing purchasing power

Rate of increase in transaction value of credit cards in major
emerging countries (2007/2003)

(Benchmark 2003 = 100)
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(Resources) Prepared based on Euromonitor International
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Ratio of remittance from abroad to GDP in major emerging
countries (%) (2006)

Philippines 1130

Vietnam 179

Romania 155
Egypt 150
Pakistan 140
Mexico 130
Nigeria T 9 9
India [T 28
Poland [ 9 5
Peru :I 2.0
China ] 09
Thailand :l 0.6
Brasil [ 04
Hangary [ 0.3
Russia tl 03
South Africa tl 03
Turkey h 03
Argentine tl 03
Venezuela El 01

0.0 2.0 4.0 6.0 8.0 100 12.0

Source) Development Prospects Group, Migration and Remittances Team World
Bnak)
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Penetration rate of durable consumer goods expected to grow
much more in emerging countries

Penetration rate of durable goods per household in world, BRICs and JFIC16 (2007)

A.ir— Camera Color TV Mobile Motocycle Passenger PC Refrigerato] Vacuum Game Wash?ng
conditioner phone car r cleaner machine machine

World 31.5 32.5 77.2) - 9.6) 27.2 35.7 63.5 46.9 6.6 52.6
Asia-Pacific 45.8 23 82.9 - 10.5 11.6 35.6] 58.1 40.0 34 46 .4
Eastern Europe 2.6 38.9 88.2 - 10 37.5 33.8 85.3 75.0 4.5 80.8
Central and South 9.5 18.9 764 - 5.5 27.1 18.9 70.1 24.4 74 43.5
Middle East and Africa 4.5 4.1 22| - 4.6 9 4.7 20.2 8.2 1.4 15.7]
North America 61.7 97.1 98.8 - 5 87.6 734 99.9 98.1 24.2 84.1
U.S. 63.2 97.7 98.8 81.2 49 87.8 73.1 100 98.3 24.2 84.3
Western Europe ( 9.8 73.8 97.1 - 17.3 74.9 62.5 98.5 90.7 16.8 94.1
BRICs

China - 22.9 98.6 93.3 9.5 53.7] 92.2 47.1 14 68.1
India 1.6 4.4 78.9 9.5 5.2 ( 5.5 134 18.1 28.6 0.9 18.2
Russia 2.8 43.1 95.1 67.5 17.3 38.3 38 96.1 84.7 3.6 96.1
Brazil 11.5 16.5 934 66.1 7.9 35.3 22.6] 89.8 315 7.3 35.8
JFIC16

Pakistan 1.5 34 67 9.6 15.2 10.2 16.4 28.1 0.6 146
Thailand 13.3 79.3 95.5 74.2 21.6 (1 21.7 85 37.3 9.3 46.2
Vietnam 2.7 4.5 76.5 10.1 10.8 1.1 138 26.9 27.1 0.1 12.3
Hungary 34 70.5 98.9 84.8 14 59.5 55.5 39.6 93.1 10.4 80.6
Poland 3.2 573 98.7 79.7 34 49.6 45.5 97.6 93.5 8.1 80.9
Romania 1.8 40.3 88.3 49.8 1.2 30.2 30.2 86 55.8 3 75.2
Argentina 14.2 384 954 68.5 15.1 42.8 27.3 90.5 38.4 14.2 91.6
Mexico 12 279 93.9 66 1.6 40.2 24 80 284 12.5 81.7
Peru 14.7| 28.6 60.1 22.2 3.6 18.5 12.9 42.1 25.1 2.5 17.7
Venezuela 17.6 22.9 88.9 80.3 9.9 19.7] 23.5 96.8 28.5 8.5 59.7
Egypt 3.2 4.9 834 30.2 7.9 25.9 11.6] 89.1 17 1 92.2
Saudi Arabia 80.2 35.2 97.7 84.5 16.2 80.6 375 979 954 11.8 96.4
UAE 90.7] 16 99.8 93.1 12.2 97.1 473 99.9 98.4 15.1 99.3
Turkey 8.1 29.8 92.4 84.7 12 37.6 21.8 98.2 80.8 16.2 89.6
South Africa 16.5 13.2 64.5 44.2 11 33.2 15.6 52.5 39.1 6.8 45.7]
Nigeria 1.8 4.9 35.3 10.8 17.6) 12.4 4.8 21.9 8.5 0.8 11.3

(Resources) Prepared based on Euromonitor International
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Accelerating international expansion of retail companies

Number of international stores for retail trade in Japan, the US and Europe

Carrefour Tesco (UK, Metro Aeon (Japan, as | Ito Yokado | Wal-Mart
(France, as of as of Feb. (Germany, as of Feb. 20, 2007) |(Japan, as of| (U.S., as
Dec. 31, 2007 ) 24,2007 ) of Oct. 31, Jun. 3, 2008)| of May
2007) 2008)
Number of Number of | Number of Year that Number of Year that [Number of stores| Number of |Number of
hypermarkets hard stores business stores business stores stores
discount expansion expansion
stores started started
Europe 304 3.780 96 |from 1992 248 |(from 1969 353
France 1 1992 86 1971
United Kingdom 33 1971 353
Ireland 95 1997
Belgium 56 9 1970
Spain 161 2912 34 1972
Greece 28 397 7 1992
Italy 59 48 1972
Denmark 5 1971
Netherland 16 1969
Portugal 471 10 1990
Russian and Central and Eastern Europe 102 519 543 |from 1994 110!{from 1994
Ukraine 16 2003
Poland 72 280 1995 25 1994
Czech 84 1996 12 1997
Hangary 101 1994 19 1994
Romania 11 23 1996
Slovak 48 1996 5 2000
Turkey 19 519 30 2003 10 1990
North America, and Central and South America 255 695 60 2197
uU.s. 60 2007
Canada 305
Mexico 1.037
Argentina 59 395 23
Brazil 150 300 315
Columbia 46
Other Central and South American countries 517
58 (started 12 (started
Asia expansion in expansion
1996) in 1997)
238 275 626 51 598
China 112 275 47 2004 34 199633 (incl. Hong 12 206
Kong )
Indonesia 37
Malaysia 12 19 2002 3 2004 18
Singapore 2
Taiwan 48 1
Japan 109 2003 3 2002 392
South Korea 81 1999
Thailand 27 370 1998 6
Vietnam 8 2002
India 3 2003
Total 899 5.269 1.325 299 58 12 3.148

(Note) In addition to this, Carrefour has expanded its international business of supermarket and convenience stores, but that is mainly in Western Europe and is omitted here.

Copyright (é?

RO. All rights reserved.

esources) Prerf‘ared based_on the data of individual retailers' homepages
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Thank you !

For Summary of the JETRO White Paper
materials , please visit JETRO website;

http://www.jetro.go.jp/en/news/releases/20080807699-news
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