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The Foreign Chambers in Japan (FCIJ) has been conducting Business Confidence surveys online twice a year
since 2002 among foreign-affiliated companies in Japan. The eleventh survey was conducted between April 16
and 27, 2007, and received 461 valid responses, a 24% increase from the previous survey.

The continuous optimistic mood in the Japanese economy was reflected in this survey, although the growth
figures and estimates for both the economy and the companies’ performances were slightly more moderate than
in the previous survey in October 2006. On a scale from -2 (strong decline) to +2 (strong improvement), this
survey'’s forecast on the Japanese economy for the next six months had an overall index of +0.74 (compared to
+0.83 in the October 2006 survey) and for the next 12 months, +0.82 (+0.91 in October 2006).

Regarding their own performance, the companies reported and forecasted for the next six months further gains in
sales and profitability on a very similar level than in the previous survey. Both sales and profitability figures were
slightly higher whereas the forecasts for the next six months were slightly lower. The manufacturing industry
especially has improved its business results and expects to do so even further in the coming six months.

Concerning the strategies of the foreign-affiliated companies in Japan, they continue to see Japan as a market
with room to expand — 81% looking for further growth and 16% expecting to sustain their current level. Only 2%
reported that they plan to downsize and 0% (one company out of the surveyed 462) are considering withdrawing
from the market.

The survey also asked the respondents on the ratio of non-Japanese employees in their companies. 9 % had
none, 32 % one or two, 29 % had three to ten and 30 % more than 10.

The second new question in this survey was regarding the salary increase in 2007. 17 % of the respondents
reported no increase, the majority, 69 % a moderate increase of between 1 and 4% and 14 % over 5 %. The
mean average was 2.6 %, the North American companies seems to be a bit more generous than the European,
2.8 vs. 2.2 %.

The next survey will be conducted in October 2007.
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1.1. Japan's economic situation for the next 6 months
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1.1. Japan's economic situation for the next 6 months (2)
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1.2. Japan's economic situation for the next 12 months
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1.2. Japan's economic situation for the next 12 months (2)
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2.1. Sales during the past 6 months
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2.1. Sales during the past 6 months (2)
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2.2. Sales during the next 6 months
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2.2. Sales during the next 6 months (2)
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3.1. Profitability during the past 6 months

)<)51 <F *FN(B

1&" 2K '8 3

| _/'—"‘“N

"$% 1&"
&$' &
&$% I
+$' 14)
+$% 1&"
#$' 1+
#$% +#
)$ )
)$% I'*
' 1%"
'$% 1%#

25 50 75

]
I
0 25 50 75

|-

o

25

50 75

Australia/New Zealand: +0.64




3.1. Profitability during the past 6 months (2)
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3.2. Profitability during the next 6 months
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3.2. Profitability during the next 6 months (2)
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A Comparison (1)
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Conclusions:
(1) The companies’ views on the economy and their sales forecasts go hand-in-hand.

(2) Sales result during the past 6 months got closer the forecast 6 months ago (0.82 vs. 0.98)




A Comparison (2)

= & =Prof. Forecast (6 months)
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Conclusions:
(1) Changes in profitability are smaller than changes in sales and views on economy.

(2) The reported result on profitability was quite close the forecast (0.67 vs. 0.80).
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Comparison (3)
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4. Reasons behind the changes in business performance
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4. Reasons behind the changes — Comments

8 7 03 9
Q Q * !
6 ( *F<MB(; 0 % 6
I % 6 ! " "$6 6 "B "
RS
% 6 ! 6" %
K 66 6
6" + !
[ 6" "I
6 ! D W
6 " | | [ |
ettt (
o "6"" 6
| % I P
I 4" F#
T " T "




5. Strategies in Japan
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Australia/New Zealand: Growth: 74%, Sustain current: 23%, Downsizing: 3%, Consider withdrawal: 0%




5. Strategies in Japan - Comments
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5. Strategies in Japan — Comments (2)
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6. Number of non-Japanese employees
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/. Planned or realized salary increase in 2007
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8. How does the Japanese Government's commitment
to reform impact your business?

O, 3 < == |

)<)51 <F *FN(B

/ o/$!

I 0/%! !!.




0.>06
|:

1" Q"

0 25

50

75




General Verbal Comments
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General Verbal Comments (2)
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Summary

Economy in the next 6 months: continued improvement expected

The views on the economic outlook in Japan for the next 6 months represents a growth
forecast that is lower than in the previous survey (October 2006) — the index is now
+0.74 compared to +0.83 in the Fall survey. Sixty-seven percent expect strong or some
improvement while 31% expect no change.

;"5 1" 6 R 2K'7 "K' 3
" %" " " 6 " " " 2K"836!"
"%6 6 """ 1% Pt 2K'873
Economy in the next 12 months: even stronger growth in the longer term

The index for the next 12 months is +0.85 (compared to +0.91 in the previous survey),
l.e. the growth estimate is more positive in the longer term.

Here, the North Americans (+0.85) see the economic development more favorably than
the Europeans (+0.76). The Australia/New Zealand (ANZ) companies had the brightest
view, +0.89.

By type of business, the manufacturing sector (+0.95) was again most optimistic. The
sales & trading sector was least optimistic (+0.67).




Summary (2)
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Sales Performance

Past 6 months...

Index for the October 2006 survey was +0.78, while this survey indicates +0.82, i.e. a
minor increase in the growth rate.

The European affiliates reported a better sales performance (+0.89) than the North
Americans (+0.81). ANZ affiliates were far lower with +0.62.

By sector, the best increase in sales comes from Service (+0.90) and Manufacturing
reported the lowest increase at +0.76. In the previous survey it was most optimistic.

Next 6 months...

Looking ahead, respondents continue to forecast an almost similar improvement in sales
as in the Fall survey, with an index of +0.95, compared to +0.98. Only 7% expect some
decline, and 1% a strong decline.

The North American and European affiliates forecast a similar improvement (+0.96 vs.
+0.95). ANZ companies reported slightly lower, +0.89.

By sector, there was a range from Service at +1.04 to Finance at +0.77.




Summary (3)

Profitability, the past 6 months...

The profitability forecast increased from the previous survey (+0.67 vs. +0.62).

North American
ANZ in between at +0.64.

better performance than ( affiliates (+0.70 vs. +0.62) and

By sector, Finance had best improvement with +0.94, with Sales & Trading lowest at +0.60.

And the coming six months?

Profitability is expected to improve at a slightly lower rate than in the Fall survey (now +0.76
vs. +0.80 in the Spring); 68% of the respondents forecast strong or some improvement in
profitability; only 11% a decline.

North American (+0.85) are more positive than European (+0.64) and ANZ affiliates (0.68).

By sector, Service predicts the strongest growth (+0.87). Sales & Trading reports the slowest
growth (+0.56).




Summary (4)
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Strategies in Japan

Respondents continue to see Japan as a market with room to expand —
81% looking for further growth and 16% expecting to sustain their current
level. Only 2% reported that they plan to downsize and 0% (one
respondent out of 461) is considering withdrawing from the market.

Notable is that the ANZ companies were also here a bit less optimistic,
with 74% aiming for further growth, 23% maintaining current level and 3 %
downsizing.




Commentary by Dr. William Schrade
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Commentary by Dr. William Schrade (2)
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