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Exports (2007)

[By commodity] [By country/region]
(Exports) Value (¥10billion ) Growth(%) Contribution (Exports) Value (¥10billion ) Growth(%) Contribution
Total ( 8,394.0 )| 11.6| 11.6” Total ( 8,394.0 )| 11.6| 11.6|
(Increase) (Increase)
8.Transport Equipment ( 2,0822 ) 1441 34 China ( 1,284.0 )[ 19.0 27
6.Machinery ( 16633 ) 124 24| S.Korea ( 637.9 ) 91 0.7
5.Manufactured Goods ( 988.5 ) 14.0 1.6 Netherlands ( 2181 )| 273 0.6
4 Chemicals (7747 )| 140 1.3|| Russia ( 1266 )| 541 0.6
7.Electrical Machinery ( 16947 ) 5.4 1.2 Thailand ( 301.0 )| 13.0 0.5
(Decrease)
USA. ( 1,690.5 )| A0.2| o.o|

Source:Compiled from MOF's Trade Statistics on a Customs-cleared Basis

ﬂ Overview of Trade

1. Exports: Emerging nations lead sixth straight year of
increase as exports to the U.S. turn to decline

The global economy slowed from the latter half of 2007 due to effects from the U.S.
subprime lending problem.” However, despite an intensifying sense of uncertainty about the
future, emerging nations led by China, along with resource-rich nations, had a continued
high rate of growth. Developed nations also had stable growth. Against this background
and a favorable exports environment, including a continuing low-level real effective exchange
rate for the yen,|Japan's exports in 2007 feached ¥83.9 trillion (up 12%), an increase for the
sixth consecutive year. Volume increased for the sixth consecutive year (up 6%).

*Housing loans targeted at individuals with low creditworthiness.

| Looking by region} fxports to Asial with which interdependence is deepening amounted
to ¥40.4 trillion (up 13%) accounting for a little less than 50% of the total. Products such as
Manufactured Goods (ron and Steel Productd, and Nonferrous Metals), Machinery (Power
Generating Machine), Electrical Machinery (Telephony, Telegraphy, [Semiconductors etd) and
Transport Equipment {Motor Vehicles] maintained strong performance. Within the region,
including Hong Kong, [exports To Chinal exceeded those to the U.S. for the first time with
¥17.4 trilion (up 16%), exports to ASEAN came to ¥18.8 trilion (up 15%), and exports to
Asian NIEs were ¥18.8 trillion (up 8%).

|Exports to the EU|reached ¥12.4 trillion (up 13%) based on the EU economic growth
exceeding the potential growth rate as a result of factors including economic expansion in
Germany. Double-digit growth was achieved for the second consecutive year with products
such as Machinery (Power Generating Machine, Construction Machines) and Transport
Equipment (Motor Vehicles) performing well.

| Exports to the Middle Eastjand Russia, though continuing to amount to a small share of
total export value, gained momentum against the background of high resource prices and
increased investment, reaching ¥3.1 trillion (up 38%) and ¥1.3 trilion (up 54%) respectively,
centered on Transport Equipment (Motor Vehicles) and Machinery (Construction Machines).

In contrast, because there was a slowdown in the U.S. economy in the latter half of the
year, there was a double-digit fall in products such as Machinery (Construction Machines
and Metalworking Machinery). As a result,|exports to the U.S|which account for 20% of the
total declined to ¥16.9 trillion (down 0.2%) for the first time in four years.

Furthermore, exports to BRIC countries were ¥15.3 trillion (up 18%), accounting for a little
less than 20%.

Continuing on from 2006, the proportion of yen-based exports in 2007 was
approximately 38%.

(10 billion) Exports to the U.S. and China (including Hong Kong)
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Source:Compiled from MOF's Trade Statistics on a Customs-cleared Basis
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Imports (2007)

[By commodity] [By country/region]
(Imports) Value (¥10bilion ) Growth(%) Contribution (Imports) Value (¥10bilion ) Growth(%) Contribution
Total ( 73121 )| 8A6| 86” Total ( 73121 )| 8A6| 8.6|
(Increase) (Increase)
3.Mineral Fuels ( 2,031.0 ) 8.9 2.5 China ( 1,502.7 ) 9.0 1.8
2.Raw Materials ( 559.5 )| 182 1.3|| Russia ( 1240 )| 601 0.7
5.Manufactured Goods ( 7405 )| 13.0 1.3 US.A. ( 834.2 ) 5.4 0.6
7.Electrical Machinery ( 9301 ) 7.6 1.0|| Australia ( 3654 )| 125 0.6
4.Chemicals ( 546.5 ) 1.3 0.8 Indonesia ( 3091 ) 101 0.4
(Decrease)
| Singapore ( 82.9 )| A4.6| A 01 |

Source:Compiled from MOF's Trade Statistics on a Customs-cleared Basis

2. Imports: Five consecutive years of increase as
energy and primary product prices rise

Despite continued moderate growth of the Japanese economy in 2007, it was a
case of sluggish domestic demand being offset by strong foreign demand. Against
this background, [Japanese imports in 2007 |reached ¥73.1 trillion (up 9%), an increase
for the fifth consecutive year and a new record high. This reflected rising global prices
for energy and primary products. Volume declined for the first time in six years (down
3%) as a result of the slump in Machinery (Computers and Units) slump.

|Looking by region| [imports from Asial which account for a little over 40% of
the total, reached ¥31.5 trillion (up 7%) for the ninth consecutive year of increase
as a result of increased imports of Electrical Machinery (Telephony, Telegraphy),
Manufactured Goods (fron and Steel Productd), and Raw Materials (Ore of
Nonferrous). Within this figure,|imports from China} including Hong Kong, came to
¥15.2 trillion (up 9%) and from ASEAN reached ¥10.2 trillion (up 10%). However,
imports from Asian NIEs turned to decling, albeit only slightly, dropping to ¥6.5 trillion
(down 1%) due to a decline in imports of other products (Scientific and Optical Inst)
and Mineral Fuels (Petroleum Products).

[imports from the Middle East| which account for a little less than 20% of the total,
increased for the fifth consecutive year to reach ¥13.5 trillion (up 6%) as the crude ail
price hit $69.1/barrel. Furthermore,|imports from the EU] which accounted for 10%,
increased for the eighth consecutive year to reach ¥7.7 trillion (up 10%), marking
a substantial increase in Machinery (Power Generating Machine) and
which are influenced by crude oil prices. With surging oil supply capacity, imports
from Russia reached ¥1.2 trillion (up 60%), witthineral Fuels|growing by just under
a factor of three.|Imports from the U. S.|accounted for a little more than 10% and
reached ¥8.3 trillion (up 5%), an increase for the third consecutive year with double-
digit growth in[imports of Foodstuff|due to rising grain prices.

Furthermore, imports from BRIC countries reached ¥17.5 trillion (up 12%) against
the background of rising energy and primary product prices.

The 2006 product import ratio of 56.8% fell 0.5 points to 56.3%.

Continuing on from 20086, the proportion of yen based import business was
approximately 21% in 2007.

(10 billion) Imports from the U.S. and China (including Hong Kong)
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Trade Balance (2007)

[By commodity ] [By country/region]

(Trade  Balance) Vlue (¥10biion ) Growthi (Trade Balance) Value (¥10biion ) Growth(ss) Contbuton

370”

Total ( 10818 )‘ 370 ‘ Total 1,081.8 ) ‘ 370 ‘ 370 |
(Increase) (Increase)
8Transport Equipment  ( 1,829.0 )| 14.4| 29.2|| China ( A2188 )|a268| 102
6.Machinery ( 10121 )| 182| 198|| SKorea ( 8168)| 186| 63
4.Chemicals ( 2282)| 21.3| 50|| SaudiArabia ( A3378 )la107| 51
5.Manufactured Goods (2480 )| 17.0| 46|| Netherlands ( 1851)| 267| 49
9.0thers ( A541)|a3s5| 43| Singapore ( 1786)| 257 45
(Decrease)
USA. ( 8563 )| a51| A58
Australia (A1986 )| 106| a24

Source:Compiled from MOF's Trade Statistics on a Customs-cleared Basis
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Source:Compiled from MOF's Trade Statistics on a Customs-cleared Basis

3. Trade Balance on Customs-Cleared Basis and Total
Trade Value: Trade surplus saw first rise in three
years

(Trade Balance on Customs-Cleared Basis)

Amidst increases in both exports and imports, exports growth exceeded imports
growth resulting inof ¥10.8 trillion (up 37%), the tenth level over
previous years and the first increase in three years. Looking by region, there was a
surplus of ¥8.9 trillion with Asia (up 39%), within which; the deficit with China was
¥2.2 trillion (down 27%); including Hong Kong, this became a surplus of ¥2.2 trillion
(up 107%); the surplus with Asian NIEs was ¥12.3 trillion (up 13%); the surplus with
ASEAN was ¥41 billion (shift to surplus); the surplus with the EU was ¥4.8 trillion (up
20%); the surplus with the U.S. was ¥8.6 trillion (down 5%) and; the deficit with the
Middle East was ¥10.4 trillion (down 1%). The balance with the BRIC countries was
¥2.2 trillion in the red (down 31%).

(Total Trade Value)

Total trade value was ¥157.1 trillion (up 10%). Looking by region, trade with Asia
amounted to ¥71.9 trillion (up 10%), within which trade with China was ¥27.9 ftrillion
(up 13%), ¥32.6 trillion (up 13%) including Hong Kong; trade with ASEAN was ¥20.4
trillion (up 13%); with Asian NIEs ¥25.3 trillion (up 5%); with the EU ¥20.0 trillion (up
12%); with the Middle East ¥16.5 trillion (up 11%); with Latin America ¥6.9 trillion (up
17%); and with Russia ¥2.5 trillion (up 57%); while the U.S. lingered at ¥25.2 trillion (up
2%). Trade with BRIC countries amounted to ¥32.7 trillion (up 17%).

(10 bilion) ~ Total Trade Value with U.S. and China (including Hong Kong)
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Source:Compiled from MOF's Trade Statistics on a Customs-cleared Basis
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4. Variation in Yen Rate and Trade Index Trend

(1)|Yen/DoIIar Exchange Rate| Shift to a high yen since the summer due to
narrowing of Japan-U.S. interest rate differential

The yen/dollar exchange rate which reached ¥116.3/$1 (Tokyo's inter-bank spot
rate) in 2006 saw a cheaper yen in the first half of 2007 due to increased “yen-
carry trades” *, hitting ¥119.4/$1 (same units used below) in the first quarter and
¥120.7/$1 in the second quarter to break the ¥120 level for the first time since the
fourth quarter of 2002. However, since the summer, the U.S. reduced interest rates
due to an intensifying sense of uncertainty in the U.S. economy and financial markets,
resulting in a narrowing of the Japan-America interest rate differential. This saw an
increase in overseas investors buying back the currency and the yen increased in
value from ¥117.8/$1 in the third quarter to ¥113.1/$1 in the fourth quarter. The yearly
average rate was ¥117.8/$1 (a depreciation of 1.2% on 2006), a decline for the third
consecutive year.

*The technique of selling low interest bearing yen to invest in high interest bearing currencies, etc.
(2) Exports Index: Volume and unit value rise for sixth consecutive year

Looking at the growth rate of the exports volume index in 2007, Motor Vehicles and
plant related commodities performed well centered in emerging nations and resource-
rich nations, giving full year growth of 5.9%, the sixth consecutive year of increase.

Looking at the growth rate of the exports unit value index in 2007, despite a fall in
prices of Electrical Machinery, the full year growth rate was a high 5.4%, an increase
for the sixth consecutive year due to continued passing on of rising energy and
primary product prices to consumers.

The total value of exports increased for the sixth consecutive year as a result of
increases in both volume and unit value.

(3) Imports Index: Rising unit value leads to fifth consecutive year of increase
despite lower volume

The growth rate of the imports volume index in 2007 turned negative from the first
quarter, reflecting the sluggish growth of domestic demand. In the second and third
quarters negative growth expanded for a full year decline of 2.7%, the first fall in six
years.

The growth rate of the imports unit value index in 2007 marked double-digit growth
after the second quarter due to rising energy and primary product prices, giving a high
full year growth rate of 11.6%, an increase for the fourth consecutive year.

As a result of the growth in unit value exceeding the reduction in volume, the total
value of imports increased for the fifth consecutive year.

(3"/00) Fluctuations of Export Indexes (3“@) Fluctuations of Import Indexes
28.2
16.7
20175 . 156 o~ 20 194
111 125 . 10.7  10.0

== Quantum index == Unit value index —s— Value index = Quantum index == Unit value index —s— Value index

20 -20
2006.1Q  2Q 3Q 4Q 07.1Q  2Q 3Q 4Q 2006.1Q  2Q 3Q 4Q 07.1Q  2Q 3Q 4Q
Notes{HU R FHFIERHALL. 05 TROBIBIFZEADMBRUE, MBIEH = SEREL/MISER
Export and import growth are up/down from a year earlier.
Figures in the table represent growth in value. Value indexes divided by unit value indexes make quantum indexes.
Source:Compiled from MOF's Trade Statistics on a Customs-cleared Basis
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