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FY2020 Outlook for Japan's Trade Balance and Current Account

Overview
1. Outlook for Trade by Commodity (Customs-cleared Basis)
@ FY2019: Trade deficit will grow to around 3 trillion yen mainly due to a decrease in machinery

exports

Total exports are forecast to decrease by 5.0% to 76.7 trilion yen from the previous fiscal year. This
consists of a 3.1% decline in export volume, and a 2.0% decline in export value. The global economic
slowdown mainly in manufacturing sector, and restrained capital investment owing to greater future
uncertainty chiefly due to US-China trade friction had a suppressing effect mainly on exports of
machinery (Machinery, Electrical Machinery, Transport Equipment).

Total imports are forecast to decrease 3.2% to 79.7 trillion yen from the previous fiscal year. This
consists of a 0.5% increase in import volume, and a 3.8% decline in import value. Materials and
products were the main factor for the slow down of import volume. Falling crude oil prices will also
suppress imports of Mineral fuels which comprise more than 20% of total imports.

As a result, trade balance will rise to a deficit of 3.0 trillion yen from last year's deficit of 1.6 trillion yen.

@ FY2020: Trade deficit will be cut roughly in half due to the end of IT cycle adjustments and
increased exports of high value-added products

Total exports are forecast to increase by 3.1% over the previous fiscal year to 79.0 trillion yen. Export
volume will increase 0.9%, and export value will rise 2.1% over the previous fiscal year. The adjustment
of the IT cycle (wave of demand for [T-related goods such as electronic components) will slow and
demand for high value-added products made in Japan will increase, bolstering both export values and
volumes for machinery and related products.

Total imports are forecast to increase by 0.9% over the previous fiscal year to 80.4 trillion yen. Import
volume will increase 0.3% and import value will rise 0.6% over the previous fiscal year. The Tokyo
Olympics and launch of 5G services will spark demand for products such as Audio & Visual Apparatus
and Telephony, telegraphy, driving up imports. Stability in the commaodity markets for products will also
serve to limit decrease in imports. However, growth in import volume will slow even more as domestic
demand remains stagnant overall.

As a result, the trade balance will be in deficit for the third consecutive year, though the size of the
deficit will shrink to 1.4 trillion yen.

2. Outlook for the Current Account
@ FY2019: Current account surplus will decrease for the second consecutive year, but the services

balance and income balance will improve
The current account is forecast to be in surplus of 18.6 trillion yen. The surplus will decrease for the
second consecutive year due to worsening trade balance.
However, as the total number of foreign visitors to Japan continues to increase, the services balance
deficit (635 billion yen) will decrease. The primary income balance will also reach an all-time high surplus
(21.5 trillion yen) mainly due to buildup of foreign assets.

@ FY2020: The current account surplus will surpass 20 trillion yen for first time in three years mainly
due to an improved trade balance
The current account is forecast to be in surplus of 20.6 trillion yen. The trade balance will improve
(surplus based on international balance data) as primary income balance will set another new all-time
high surplus (21.7 trillion yen). Due to inbound effects accompanied by the Tokyo Olympics, the deficit in
the services balance will also be at its lowest ever (241 billion yen) which will contribute to the current
account surplus.

Summary Data

[Customs-cleared Tradel
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FY2018 FY2019 FY2020
Results Forecast Forecast
mens o | I | (otorsor | T | (Ellonsor | "o
(rate) (rate) (rate)
Customs-cleared Trade Balance A 1,595 -489| A 3,036 -1,442 | A 1,401 +1,636
Exports 80,710 (8.9%)| 76,672 (-5.0%)| 79,022 (3.1%)
Quantum Index -0.6% -3.1% 0.9%
Unit Value 2.4% -2.0% 2.1%
Imports 82,304 (9.4%) | 79,709 (-3.2%)| 80,423 (0.9%)
Quantum Index 1.4% 0.5% 0.3%
Unit Value 5.7% -3.8% 0.6%
[Current Account Balance]
FY2018 FY2019 FY2020
Results Forecast Forecast
mens o | Y | (oot | O | (atonsor | Yoo
(rate) (rate) (rate)
Goods and Services Balance A16 +1,007| A 1,346 -1,330 596 +1,942
Trade Balance 696 +367 A 811 -1,507 837 +1,648
Exports 80,326 (9.8%)| 76,308| (-5.0%)| 78,647 (3.1%)
Imports 79,630 (9.3%)| 77,118| (-32%)| 77,809 (0.9%)
Service Balance A712 +640 A 535 +177 A 241 +294
Primary Income 21,013 +116| 21,512 +500| 21,705 +192
Secondary Income A 1,753 +258| A 1,563 +191| 41,693 -130
Current Account 19,243 +1,382| 18,603 -640| 20,608 +2,005
Note: Due to rounding some amounts may not add up precisely to the totals provided.
[Preconditions]
2018 2019 2020
Global Trade cvy) 3.7% 1.1% 3.0%
Global Economy (Real growth rate/CY) 3.6% 3.0% 3.3%
USA 2.9% 2.3% 2.1%
Euro zone 1.9% 1.2% 1.3%
Emerging and Developing Asia 6.4% 5.9% 6.0%
Japanese Economy  (Real growth rate/FY) 0.7% 0.7% 0.6%

Notes : 1. Emerging and Developing Asia is defined by the IMF.
2. In addition to the above preconditions, based on the foreign currency exchange market and crude oil
market trends in mid-November, calculations were performed using a yen/dollar exchange rate of 108

yen/dollar for FY2019, 108 yen/dollar for FY2020, and a CIF crude oil price of 65 dollars/barrel for
FY2019 and 65 dollars/barrel for FY2020.






