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l New Year’s
Address

Mikio Sasaki
Chairman, Japan Foreign Trade Council, Inc.
Chairman, Mitsubishi Corporation

Let me take this opportunity
to wish everyone a Happy New
Year.

During this past year, Japan,
the United States, and Europe
enjoyed moderate expansion, -
while such emerging economies
as China and India continued to grow rapidly.
Over the past five years, global economic growth
has been remarkably vigorous, creating what
we might call a worldwide economic boom. In
the second half of 2007, economic problems
surfaced in connection with the United States sub-
prime mortgage market, but assuming that the
impact from that will prove temporary, | believe
we can count on the booming emerging countries
including the BRICs economies (Brazil, Russia,
India and China) to sustain global economic
growth, given their markedly increasing weight
in the total world economy. As we embark on a
new year, my hope is that the global economy can
maintain the dynamism we have seen over the past
few years and continue to grow at cruising speed.

In Japan, the expansionary phase that began

in February 2002 is now entering its sixth year.
This year as well we are looking forward to strong
exports to China, India, and various oil-producing
and resource-exporting countries, as well as robust
domestic demand powered by capital investment
and consumer spending. In addition, | believe
developments with the World Trade Organization
(WTO) and Economic Partnership Agreements
(EPAs) will play an important role in the further
development of the Japanese economy.

We have long regarded the WTO and EPAs as
two key mechanisms for promoting liberalization
of trade and investment and thereby ensuring
that Japan rides the wave of global economic
growth in today’s climate of globalization and
fierce international competition. Accordingly, we
have supported these mechanisms and lobbied
vigorously to expand and strengthen them.

The liberalization of trade and investment and
establishment of international rules under the
WTO creates the infrastructure companies need
to do business freely across national borders.
Maintaining and strengthening the WTO regime
is crucial to the development of global business
activity and, by extension, to the continued growth
of the global economy. Last year negotiations
on the WTO Doha Development Agenda failed to
yield an agreement by the year’s end. My fervent
wish for the coming year is that the voluntary and
proactive efforts of all the countries involved will
bear fruit, and we can move steadily toward a final
agreement.
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In terms of EPAs, meanwhile, Japan concluded
agreements with Chile, Thailand, Brunei and
Indonesia last year to add to its existing pacts with
Singapore, Mexico, Malaysia and the Philippines.
EPAs offer a wide array of benefits for Japan; they
not only promote free trade and investment but
also contribute to the free movement of people
across borders, protection of intellectual property,
and creation of a favorable environment in which
to do business. The Japan-Chile EPA, for example,
is expected not only to boost trade between our
two countries (Chile is Japan’s biggest supplier
of copper, molybdenum, etc.) but also to provide
Japanese companies with a foothold for further
advances into South America. The Japan-Thailand
EPA should improve the business environment
for Japanese firms in Thailand in various ways,
as by reducing the cost of parts procurement by
lowering trade barriers. The recently concluded
ASEAN-Japan Comprehensive Economic
Partnership Agreement is Japan’s first regional
EPA, and this comprehensive pact is expected to
hasten the integration of the East Asian economy
radiating out from the ASEAN nucleus. | believe
that it is important to develop EPAs from bilateral
to multilateral and regional agreements.

This year, in addition to the EPAs with Vietnam
and India currently under negotiation, Japan will
continue to pursue important talks on a Free Trade
Agreement with the Gulf Cooperation Council
(GCC). | am hopeful that our negotiations with such
regional organizations will yield timely agreements
and lead to closer relations. In addition | would
like to actively promote joint studies and similar
preliminary steps toward EPA
negotiations with the United
States and the European Union.

It is more important than ever
that Japan assert itself and take
a leadership role in the process
of establishing international trade
rules through such means as
the promotion of the WTO and
EPAs. Japan’s public and private
sectors must work together
tirelessly toward this end. We are
committed to supporting such
activity this year as in the past.

Finally, the G8 Summit is scheduled to be held
at Lake Toya, Hokkaido, in July this year, and
one of the major items of business will be the
issue of global warming. | believe that Japan,
as a world leader in environmental and energy-
saving measures, can make an important global
contribution through the spread of technology for
efficient use of energy and other resources. | am
counting on Japan to exert leadership on the issue
of global warming at G8 Hokkaido Toyako Summit
by calling attention to its own technologies and
initiatives. And | fervently hope that all the parties
involved will adopt a long-range perspective,
engage in meaningful discussion, and move
decisively toward a solution to this problem.

l New Year’s
Reception

January 9, 2008

Japan Foreign Trade Council, Inc. (JFTC) held a
New Year’s Reception at Hotel New Otani in Tokyo
on January 9, 2008, participated in by 478 people
from member companies and organizations
including guests from government offices, foreign
embassies and chambers of commerce in Japan.

Following an opening address by Chairman
Mikio Sasaki, Minister Akira Amari, Ministry of
Economy, Trade and Industry (METI) gave an
address as a guest speaker. After this, Selection
Committee Chairman Iwao Nakatani provided a

JFTC Chairman and Vice Chairmen receiving participants



review of the award-winning essay in the JFTC
Essay Competition 2008, and introduced the
winners. Then the Reception commenced, after
a toast announced by Chairman Yasuo Hayashi,
Japan External Trade Organization (JETRO). The
Reception saw relaxed conversation between the
participants, including the winners of the Essay
Competition, before it was brought to a successful
conclusion.

l Awards JFTC Essay
Competition 2007

December 14, 2007

Japan Foreign Trade Council, Inc. sponsors
of the “JFTC Essay Competition 2007" are very
pleased to announce that we received a total of
82 submissions from 22 different countries for the
competition this year. After a strict screening of all
the essays, the four submissions below have been
selected as the Prize Excellence of the competition
in 2007. Unfortunately, however, there was not
one that the Selection Committee members should
strongly back for the Grand Prize of 1 million yen.
We would like to express our congratulations to the
winners and thank all the participants for taking

part.
Selection Committee:
Chairman: Dr. lwao NAKATANI, Director of

Research, Mitsubishi UFJ Research
and Consulting Co., Ltd. and
President of Tama University

Vice Chairs: Professor Yoko WAKE, Faculty of
Business and Commerce, Keio
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University

Vice Chairs: Mr. Kazuo MORI, Senior and
Editorial Writer, Nihon Keizai
Shimbun, Inc.

Remarks by Selection Committee
Chairman, Dr. lwao NAKATANI

As chair of the Selection Committee, | am
most delighted that this year’s essay competition
sponsored by Japan Foreign Trade Council, Inc.
received, as in past years, many interesting essays
from people in a variety of countries. | would like
to express my sincere appreciation to everyone
involved for their efforts.

One of the major reasons why we have chosen
“Global Capitalism and Japanese Companies”
as the theme of this year’'s competition was to
have entrants to the competition discuss freely
how Japanese companies should respond to
the increasing globalization of capital markets.
Recently it has become commonplace for
investment funds and other international capital to
move across national boundaries for M&A, so that
may Japanese companies are pressed to develop
corporate governance and management policies
that are in step with international standards. With
this in mind, we thought that discussion by the
entrants to the competition on the possible vision
of the ideal Japanese company would be of great
reference for all of us.

| am pleased to say that we received many
interesting essays on the theme. We received
entries from 22 countries, including Japan, with
about half of the total number of essays being
submitted in English. Our essay competition may
be the only one in Japan that attracts international
participation with this kind of worldwide span.

Unfortunately, however, there was not one that
the entire Selection Committee wanted to strongly
back for the Grand Prize. In the end, the Selection
Committee decided to select the following four
essays for the Prize for Excellence:

In “The Win-win-win Globalization and Japanese
Companies,” Heng DYNA, a 24 year-old Cambodian
student living in Tokyo, puts forth the compelling
argument that Japan should skillfully combine
its technology with global capital and developing
countries human resources to build a win-win-win
relationship among the three.
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In “Gundamnomics: Transforming Corporate
Japan for the Challenges of Global Capitalism,”
Pin-Quan NG, a 22 year-old Singaporean student
residing in the United States, takes the example
of the great transformation of the Japanese
economy in the postwar period, including the
recent development of Japanese anime and robot
technology, and goes on to discuss a further
transformation in the future.

In “Responding to Global Capitalism: Today’
s Priority on Japan’s Business Agenda,” Séphora
VOLCY, a 23 year-old French student residing in
France, discusses what Japanese companies and
the Japanese government should do to restructure
their own path while retaining a unique Japanese
perspective in the face of the new reality of global
capitalism.

In “A Proposal for Japanese Companies: Become
Alert and Solid Corporations,” Wataru KAMIYA, a
33 year-old Japanese organization official residing
in Tokyo, points out that the Japanese concept
of “amae” or “presumption of favor” has been
part of Japanese companies’ business rules. Mr.
Kamiya makes the unique proposal that “amae”
must be eliminated.

Each of these essays presents very interesting
points and is worth reading. There was no
essay, however, that stood out as the one that
the Selection Committee members should
unanimously strongly back. For this reason, the
Grand Prize will unfortunately not be awarded in
this year’s essay competition.

Dr. Iwao NAKATANI

Chairman

Selection Committee

JFTC Essay Competition 2007

Forecasts for Japan’s
Trade Balance and
Current Account in
FY2008

0O 0A new record high is predicted for
the trade balance at the level of 17
trillion yen and the current account
for the sixth consecutive fiscal year. [

Wednesday, December 5, 2007
Japan Foreign Trade Council, Inc.

Japan Foreign Trade Council, Inc. (Chairman,
Mikio Sasaki) press released on December 5
“Japan’s forecasts for trade balance and the
current account in FY2008”. The Trade Research
Committee of JFTC has been working on
projections of trade balances and current accounts
since 1974. One of the most unique features of
the JFTC forecasts is the methodology employed
for the forecast. The forecast was conducted by
compiling trade projections of major categories of
commodities which were gathered and analyzed by
hearing with industry specialists.

1. Summary
(1) Forecasts for Exports and Imports by
Commodity (Customs cleared-basis)

« FY2007: Exports will register a double-digit
increase for the fourth consecutive fiscal year to
about 80 trillion yen, while imports will decrease
on a numerical basis

RIETC

JFTC Essay Competition awrd winners
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Total export value will
stand at 85 trillion 652
billion 300 million yen, a
10.6% increase over the
previous fiscal year. The
numerical volume of exports
will increase 6.9% over the
same period (exceeding
the 5.69% increase seen
in FY2006) as a result of
favorable trends in relation
to automobile and plants,
mainly to newly-emerging
economies and resource-



producing countries. Furthermore, in spite of the
fact that the passing on of the increasing prices of
primary products will proceed, the increase rate
in the price of exports will at 3.5% be rather lower
than that of FY2006 (7.5%) due to decreases in
the prices of electronic devices and other goods.

Total import value will stand at 74 trillion 200
billion 800 million yen, an 8.5% increase over
the previous fiscal year. However, the numerical
volume of imports will fall from 4.0%, a drop from
the 7.09% increase of FY2006, reflecting sluggish
domestic demand; due to an increase in the price
of primary products, the rate of increase in the
price of imported goods will at 13.09, exceed the
9.79% rate exhibited in FY2006, bringing about an
expansion in the value of imports.

* FY2008: Despite the increase in exports slowing
down to reach the 90 trillion yen level, imports
will remain steady due to price decreases. Total
export value will stand at 91 trillion 25 billion
900 million yen, a 6.3% increase over the
previous fiscal year. The rate of increase in the
numeral volume of exports will remain at 4.2%,
down from the level of FY2007, due to the higher
yen and slowdown in the growth rate in the global
economy. In the wake of a higher yen, the rate of
increase in export prices will slow down to 2.0%.

Total import value will stand at 74 trillion
882 billion 900 million, a 0.99% increase on the
previous fiscal year, a sharp downturn in the pace
of increase. This is due to the fact that while the
increase in the numerical volume of imports will
be low at 3.19% owing to the gradual nature of the
recovery in demand, import prices will be 2.1
below those of the previous fiscal year due to
steady increases in the prices of primary products
and the higher yen.

(2) Forecasts for Current Account

e FY2007: Current account surplus to increase
along with the trade surplus and income surplus
to 25 trillion yen
A new record will be set for the current account
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surplus at 25 trillion 830 billion yen, the fifth
consecutive year in which a record high has been
reached. The trade surplus, due to a slowdown in
the rate of increase in imports amidst a continual
increase in the level of exports, will reach 12
trillion 930 billion yen, an increase of 2 trillion
446 billion 100 million yen over the previous fiscal
year. Furthermore, the investment income surplus
will reach 16 trillion 800 billion yen, an increase of
2 trillion 551 billion 600 million over FY2006, in
the wake of an increase in net external assets and
strong profits from overseas subsidiary companies.
On the other hand, the services account balance
registered a deficit of 2 trillion 600 billion yen,
exceeding the level of FY2006, due to an increase
in shipping balance payments.

* FY2008: Current account surplus will reach 31

trillion yen due to record high trade balance

The current account balance surplus will reach
31 trillion 360 billion yen, the second consecutive
year in which the figure has increased in the
order of five trillion yen. This is due to a rapid
increase in the trade surplus to 17 trillion 410
billion yen, 4 trillion 480 billion yen higher than
the FY2007 level, and will establish a new record
high for the current account balance. Prices of
primary products will increase steadily, and the
rate of growth in imports will be around zero;
thus, the increase in the competitiveness of Japan’
s exports will lead directly to an expansion in the
trade surplus. Furthermore, the services account
deficit will start to shrink, due to factors such as
an expansion in the receipt of patent royalties, and
an increase in visits by foreigners. The expansion
in the income surplus will be maintained due to
an increase in net external assets, but the rate
of increase will slow down due to a decrease in
overseas interest rates and the higher yen.

Note: The trade balance was on a customs
clearance basis the first record high for 22 years
since FY1986, and on a balance of payments
figures basis was the first record high since
FY1996 due to a change in the method of
declaration.
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Summary Data

1.Trade on Customs-Cleared Basis

FY2006 Results FY2007 Forecast FY2008 Forecast
ltem < Hundred > <Year-on year > < Hundred > <Year—on year > < Hundred > <Year-on year >
million yen gﬁ%g? \:larle million yen g?c%ﬁ? \;‘Qe million yen gfc[))vfhm:lar;e
Trade Balance 90,466| a 34,481 114,515 +24,049 161,430 +46,915
Exports 774,624 (13.4%) 856,523 (10.6%) 910,259 (6.3%)
Quantum Index 5.6% 6.9% 4.29%,
Unit Value 7.5% 3.5% 2.0%
Imports 684,158 (13.1%) 742,008 (8.5%) 748,829 (0.9%)
Quantum Index 7.0% A 4.0% 3.1%
Unit Value 9.7% 13.0% A 2.1%
2.Balance of Payment Basis
FY2006 Results FY2007 Forecast FY2008 Forecast
ltem Hundred Year-on year Myl Year-on year - Year-on year
<mi|li0n yen > < up/down > < million yen > < up/down > < million yen > < up/down >
growth rate growth rate growth rate
Balance in Goods and Services 81,860 7,788 103,300 +21,440 151,100 +47,800
Trade in Goods 104,839 9,206 129,300 +24,461 174,100 +44,800
Exports 736,653 (13.0%) 814,540 (10.6%) 865,640 (6.3%)
Imports 631,814 (13.6%) 685,240 (8.5%) 691,540 (0.9%)
Trade in Services A 22,979 A 1,419 A 26,000 A 3,021| a 23,000 +3,000
Investment Income 142,484 +16,390 168,000 +25,516 175,000 +7,000
Current Transfers A 12,806 A 3,872 A 13,000 A 194 A 12,500 +500
Current Account 211,538 +20,305 258,300 +46,762 313,600 +55,300
3.Assumptions
ltem FY2006 Results FY2007 Forecast | FY2008 Forecast
Global Trade (C.Y) 9.3% 6.9 % 7.1 %
Global Economy (real growth rate/C.Y.) 5.4 9 5.2 9% 4.9 9%
U.S. Economy (real growth rate/C.Y.) 29 % 2.0 % 2.2 %
EU Economy (real growth rate/C.Y.) 3.2% 2.8 % 2.4 9%
Asian Economy (real growth rate/C.Y.) 9.39% 9.0 % 8.5 %
Japanese Economy (nominal growth rate) 2.0 % 1.6 % 2.0 %
Yen Exchange Rate (against dollar) 116.94 yen 117 yen 111 yen
At-arrival Crude Oil Price (dollar/barrel) 63.4 dollar 78 dollar 78 dollar

Note:1 Data on world trade/economy in fiscal 2006 are taken from "World Economic Outlook." Those on Asian
economy have, however, been adjusted to a 29 country/region basis as defined by the IMF(25 developing

countries/regions in Asia and four NIEs).
Note:2 C.Y. is abbreviation for calender year.

Ilmplementation of Explanatory Sessions on Security
Trade Control Aimed at Overseas Subsidiaries,
Affiliates, and Branches

delivered security trade control seminars aimed
at Japanese companies with overseas subsidiaries
(Chinese and Singaporean versions), in addition to
holding exchanges of opinions relating to security
trade control with the local authorities.

The Security Trade Control Committee of
the Japan Foreign Trade Council, Inc. (JFTC)
(Chairman: Hisashi Riko, Mitsubishi Corporation,
General Manager of the Export Controls Office)
visited three cities in the two countries of China
(Beijing, Shanghai) and Singapore over a six-day

period from December 3 to December 8, and The seminars held on this occasion are based
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Ms. Fauziah, Head Trade control of Singapore Customs

upon the efforts made to encourage overseas
subsidiaries and branches of Japanese companies
to apply security trade controls in the same
manner as Japanese companies within Japan,
as part of the policies to strengthen security
trade controls which have been presented by the
Ministry of Economy, Trade and Industry (METI)
on two occasions over this year and the previous
year. In support of these efforts, the security
trade control seminars were held in Singapore,
which formulated control regulations at the end of
August 2005, and in China, which had done so in
December 2006.

At the seminar held in Beijing, co-hosted with
the Japan External Trade Organization (JETRO)
Beijing Center on December 4, following an
address made by guest speaker, Mr. Sun Jian,
Director, Ministry of Commerce of the People’
s Republic of China, there was an explanation of
the recent state of affairs relating to security trade
control by Mr. Akira Yamazaki, Director of the
Security Intelligence Office, Trade and Economic
Cooperation Bureau, METI. After which Chairman
Riko and Mr. Akimoto, a committee member
from Mitsubishi Corporation, gave speeches. On
the following day, December 5, a similar seminar
was held in Shanghai co-hosted with the JETRO
Shanghai Center, where an address was made by
Mr. Wu Bai Nian, Director of Shanghai Foreign
Economic Relations and Trade Commission and
Mr. Akira Yamazaki, Director of the Security
Intelligence Office, METI, as guest speakers,
followed by speeches by Chairman Riko and Mr.
Watari, a committee member from Hitachi High-
Technologies. At the seminar held in Singapore
on December 7, co-hosted with the Singapore
Federation of Chambers of Commerce and

At seminar in Beijing

Industry, Ms. Fauziah A. Sani, Head Trade Control
of Singapore Customs, gave an explanation of
Singapore’s security trade controls, focusing
on an outline of Singapore’s Strategic Control
System (SSCS) which was amended in June, after
which Chairman Riko and Mr. Senga, a committee
member from Toyota Tsusho Corporation, gave
speeches.

The seminars drew large numbers of people
at all locations, and high levels of awareness and
interest regarding security trade control were seen.

INew Symbol and
Logotype of JFTC

Japan Foreign Trade Council, Inc. (JFTC),
established on June 25, 1947, with the merger
of four foreign trade promotion organizations
to become a core private-sector organization
concerned with Japan’s international trade, last

]FT€ year celebrated the

60th anniversary
/ of its founding.

On the occasion of this 60th anniversary, we
have adopted a new symbol and logotype in order
to strengthen our organizational and visual identity
and broaden our appeal to regular members,
associate members, and the general public. The
new symbol and logotype were announced at a
press conference on January 8, 2008.

In the process of creating the new symbol
and logotype, in addition to reviewing our sixty-
year history and reconfirming our identity as an
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