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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 thirteenth survey was conducted between April 14
and 25, 2008, and received 497 valid responses (highest ever), a 14% increase from the Fall 2007 survey.

As expected, the sentiments about the Japanese economy were much more pessimistic than in the previous
survey in October 2007. 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 -0.33 (compared to +0.43 in the October
2007 survey) and for the next 12 months, -0.07 (+0.54 in October 2007).

Despite the negative views on the economy, the companies reported and forecasted for the next six months
further gains in sales and profitability, although on a slightly lower level than in the previous survey. In the past six
months 54% saw gains in their sales and only 24% decrease and the forecast for coming six months was 62%
see growth and only 16% expect decrease in their sales. As for profitability figures 51% saw gains in the past six
months (28% decrease) and 55% expect a further increase in the coming six months (19% expect a decrease).

Concerning the strategies of the foreign-affiliated companies in Japan, most of them remain bullish despite the
bearish view on the economy and see Japan as a market with room to expand — 76% looking for further growth
and 21% expecting to sustain their current level. Only 3% reported that they plan to downsize and 0% (one
companies out of the surveyed 497) are considering withdrawing from the market.

The survey also asked the respondents on their prediction of the USD-JPY (American, Canadian, Australia-New
Zealand and Brazilian chamber members) and EUR-JPY (European chamber members) rates in six months time.
The averages were 102.5 and 155.6 yen respectively.

The second new question was regarding the views on the Nikkei index in 6 months time. The forecasted average
was12,936, with very small differences between the views of each chamber

The next survey will be conducted in October 2008.
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Questions

1.1. Japan's economic situation next 6 months

1.2. Japan's economic situation next 12 months o - Ik -

2.1. Sales during the past 6 months e ; g
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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 forecast for the next 6 months
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. Sales forecast for the next 6 months (2)
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3.1. Profitability during the past 6 months
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3.1. Profitability during the past 6 months (2)
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3.2. Profitability forecast for the next 6 months
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3.2. Profitablility forecast for the next 6 months (2)
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A Comparison (1)

= & =SalesForecast (6 months)
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Conclusions:
(1) The companies’ views on the economy and their sales forecasts go hand-in-hand.

(2) Sales result past 6 months got was same as forecast on economy six months ago (0.42/0.43)




A Comparison (2)

= & =Prof. Forecast (6 months)

1.2 | ——@—Prof. Result (past 6 months)
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Conclusions:

(1) Changes in profitability are smaller than changes in sales and views on economy.

(2) The predicted profitability for next six months was much better that the views on economy




A Comparison (3)
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4. Reasons behind the changes in business performance

|
RIS ]
%& ! ]
]
| |
0 25 50 75
3 0/
0 / 0 %8 601 4
Additional demand on our services resulting from 0 &8
further legal regulations
Advancement of Japanese deregulation H OH# # # # #7 ;; # # # # #

Combination of our own efforts and the
environment

Less investment due to uncertainty about overall
WW/Japan economy

US Sub-prime, Stagnant Capital Markets, Credit
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Strong downturn in new housing starts
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4. Reasons behind the changes — Comments
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5. Strategies in Japan
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Australia/New Zealand : Growth: 66%, Sustain current: 31%, Downsizing: 3%, Consider withdrawal: 0%

Brazilian: Growth: 67%, Sustain current: 29%, Downsizing: 5%, Consider withdrawal: 0%



5. Strategies in Japan - Comments

9 7 03

1. Growth through acquisition. 2. Profitability through organizational, operational, and managerial excellence
3. 60month comprehensive strategic and operational plan.

1. Technical differentiation against competition in order to gain market share. 2. Improve overall support
capabilities of Japan organization outwards customers in Japan.

Although the strategy is for growth, the market impact to the business was greater than expected.
Committed to grow to become one of the prominent foreign players in the industry.
Competitors may be withdrawing.

Entering the market was very hard. Now that we are in, introducing new product lines is much easier than the
initial ones.

Globally integrated enterprise, i.e. more and more providing services from places outside of Japan but also getting
services for other parts of the world from within Japan - depending on skills and competitiveness

Huge market still largely untapped. More investment and investment commitment should allow strong growth.
Important market. We have to be here.

Investing in related, but different medical device segments within Japan.

Its a fairly new company that is expanding rapidly

Japanese market is the world main market for us. It proves more open than we had ever expected.

Our company's strategy in Japan is based for subsidiaries and business partners in Japan

Our target is to obtain new businesses from Japanese global manufacturing companies who aim to expand
overseas.




5. Strategies in Japan — Comments (2)

Seeking to expand. Profitability always first with steady sales and proven results then seek financing for
duplicating growth.

Since we are multi-national company, we still see some technology alignment with Japanese company and grow

The M&A market in which we operate is pretty static in terms of growth - especially given regulatory constraints -
S0 excess growth in our size would be difficult to support

The recruitment market is still immature and there are significant opportunities for a professional firm to grow
market share.

Top management commitment to Japan on all key business areas to expand with opportunities to hire talented
people due to weakening positions of our competitors that are still hurting from the sub-prime fallout.

Next year's strategy requires less man-capital so we are slightly downsizing but for very good reasons. After
evaluating this year's results then we may be required to expand again.

We are active in a specific niche in the market that is growing substantially. we intend to grow with this market
keeping our position within the top players

We are also pursuing an M&A strategy at various levels of the vertical supply chain.
We are new in the market and if we are accepted, potential market size can be large.

We are open for new business combinations with Japanese companies. Our market share is still below global
average.

We continue to seek areas where we can grow while working to improve our current business practices.
We see the current downtrend as temporary set back

We will seek to grow via partnership with Japanese companies.




6. Exchange rates in 6 months time
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7. Nikkei index in 6 months time
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8. Views on Economic Integration Agreements (EIA)
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General Verbal Comments

9 7 03

A reduction in the ability of listed Japanese companies to utilize anti-takeover measures would enhance the
efficiency of the capital/economic markets. Further development of a stronger entrepreneurial/start-up
environment in Japan would enhance the efficiency of the capital/economic markets.

Competitors seem to be able to operate without profit for a long time due to strong bank backing.

Counter-intuitively, a US recession will benefit Japan. A weaker USD means lower commodity costs for Japan
manufacturers and exports will remain strong as a weaker USD will be offset by a stronger Yuan making exports
to China more competitive. Cultural/Artistic/Pop exports to China will become more significant over the next few
years.

Fewer US companies are coming to Japan, which tends to lower our revenues. We have compensated for that
with new services.

Foreign lawyers should be allowed to incorporate as local lawyers do.
| feel there are so much trade barriers with Japanese government, especially with food items.

| wish European Chambers of Commerce would all provide a free access and regularly updated directory of their
members profiles, contacts, their needs in Japan and these members want to advertise in Japan about their local
activities to the European (Business) Council of Japan in order to facilitate and accelerate relations.

Import duties on chocolates and some other food items remain prohibitive and difficult to understand. Is there
any prospect of improvement of this situation?

Most Japanese laws and regulations in the building construction materials areas are trade barriers to protect
Japan manufactured products. If Japan would recognize US Standards and certifications in complying with
Japanese standards, imports of US Products will increase significantly and at the same time contribute to a
healthy benefit to both the Japanese market and the U.S. Markets.




General Verbal Comments (2)

Not the regulations itself hinder us, its the bureaucratic approach of the authorities like FSA that is hindering
business.

Please introduce/open your human-channel on HR issues much more.

Quality and safety issues in the elevator business is a great concern, and it remains such due to long term price
erosion and current market structure. Market can not become efficient with so many local or regional
players. Further consolidation with international major players would result more efficient and sustainable
service levels.

Reducing the tax on company profit is the most key topic for us on the table.

Regulatory Integration is something we have wanted for a long time. Lets try.

Regulatory issues continue to be a major obstacle to the entry of innovative medical devices into Japan.
Sector based growth can vary widely. Media and entertainment will grow...

Still abnormal import tariffs prevail in Japan for materials.

Taxation of foreign limited partners in Japanese venture capital efforts, even though firms do not have an actual
presence in Japan, i.e. are treated on case by case basis, in a rather opaque and arbitrary fashion, as
possible permanent entities (P.E.) by the tax authorities, with often conflicting or unclear ramifications

The Japanese will have to learn to accept growing commodity prices particularly when the world is resource
hungry. Their current policies lack inherent ability to change.

Transfer pricing issue.

We see a "steady continuation®, an improvement is only possible if global consumption for non-branded luxury
items improves, which is doubtful.




Summary

Economy in the next 6 months: fairly strong decline expected

The global economic uncertainties made a significant on the economic outlook in Japan
for the next 6 months. The index is now -0.33 compared to +0.43 in the Fall 2007 survey.
Only seventeen percent expect strong or some improvement while 38% expect no
change and 48% some or strong decline.
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Economy in the next 12 months: continued decline, bu t marginal

The forecast for the next 12 months was more optimistic, although still in minus territory,
-0.07 (compared to +0.54 in the previous survey), now 25% expect strong or some
growth, while 41% see a further decline.

Here, the North Americans (+0.03) see the economic development significantly more
favorably than the Europeans (-0.21). The Australia/New Zealand (ANZ) companies are
more optimistic, +0.15, and Brazilian significantly more pessimistic, -0.51.

By type of business, the service sector (+0.06) was again most optimistic. The
manufacturing and finance sectors were least optimistic (-0.21).




Summary (2)

Sales Performance

Past 6 months...

Index for the October 2007 survey was +0.74, while this survey indicates +0.42, i.e. a
decrease in the growth rate, but still positive despite concerns about the economic.

The European affiliates reported a better sales performance (+0.50) than the North
Americans (+0.29), while ANZ affiliates had a higher with +0.52.

By sector, the best increase in sales comes from Sales & Trading (+0.59) and Finance
sector reported the lowest increase at +0.33.

Next 6 months...

Looking ahead, respondents continue to forecast an slightly lower improvement in sales
as in the Fall survey, with an index of +0.60, compared to +0.84. Only 14% expect some
decline, and 2% a strong decline.

The North American and European affiliates forecast a similar improvement (+0.53 vs.
+0.59). ANZ companies also were highest with +0.81.

By sector, there was a range from Service at +0.66 to Finance at +0.42.




Summary (3)

Profitability, the past 6 months...
The profitability forecast decreased from the previous survey (+0.32 vs. +0.57).

( " better performance than North American affiliates (+0.31 vs. +0.27), ANZ
and Brazilian higher (+0.39 and +0.70).

By sector, Sales & Trading had best improvement with +0.52, with Finance sector lowest at
+0.37.

And the coming six months?

Also profitability is expected to improve at a lower rate than in the Fall survey (now +0.47 vs.

+0.72); 55% of the respondents forecast strong or some improvement in profitability; only
19% a decline.

North American (+0.47) are more positive than European (+0.38). ANZ and Brazilian
affiliates most positive (+0.65 and +0.68).

By sector, Service predicts the strongest growth (+0.63). Finance reports the slowest (+0.32).




Summary (4)

Strategies in Japan

Respondents continue to see Japan as a market with room to expand —
76% looking for further growth and 21% expecting to sustain their current
level. Only 3% reported that they plan to downsize and 0% (one
respondent out of 497) is considering withdrawing from the market.

Notable is that the North American and European companies were here
even a bit more optimistic, with 79% aiming for further growth, 17% and
21% respectively maintaining current level and 4% and 1% respectively
downsizing.




Commentary by Dr. Willlam Schrade

The Survey'’s title for spring 2008 is so very appropriate. If we look at the Japanese economy or
the US economy we see the same striking anomaly. Domestic economy seems in trouble but
when you look at major MNC (Multi-national-companies) and the equity/security exchanges they
seem to be going much better. Both US and Japanese stock exchanges have rebounded from
their lows. But the results of this survey for economic projections for the next 6 to 12 months
point to an even darker possibility. The spring 2008 survey’s index numbers match Spring 2003.
2003 was the troth in Nominal GDP (490.3 trillion yen) ending the 1997 -2002 contraction. Only
last year did Nominal GDP (515.7) finally reached the level of 1997 Nominal GDP (515.3). This
survey poses the question, “How soon will the contraction arrive and how far will it go?”

Recent reports cite that reported financial losses from the sub-prime debacle have reached $300
billion plus. But while, given the above perspective, things seemed to have bottomed out, many
experts predict that the eventual losses will approach or surpass one trillion US dollars. Add the
backdrop of the unusually strong efforts of the US Federal Reserve to support the financial
markets and the fact that the Chairman Bernanke’s early academic career focused on the
causes and policy mistakes that caused the horrific financial contraction of the Great Depression
and one must have a rising feeling of dread.

B



Commentary by Dr. Willlam Schrade (2)

The lessons of 1929 to 1933 were that such a contraction takes time and moves down, stops
and down again; ever deeper as the economy collapses. Even the most recent US first
guarter GDP figures overstated US growth. The worst is yet to come.

That brings us back to Japan. The stable and moderately growing economy has been fostered
by the Bank of Japan’s low interest rate policy. Exports and private business investment were
beneficiaries of this and the current engine of growth. This seemingly stable world is now
under attack by forces beyond Japanese control. A possible, worldwide contraction and
commodity inflation lead this attack. Once price inflation takes hold fiscal reform and corporate
led growth will stop. If there has been any papered over financial defects in the system, they
will resurface again. Moreover, the long suffering Japanese consumer will not be able to come
to the rescue but will experience not just stagnation but a serious reduction in her ability to
consume.

Finally, the exchange rate predictions in survey offer little aid to Japanese economic growth.
Predictions are for renewed depreciation for the dollar and basically no change to mild
appreciation for the Yen. If the dollar prediction is true, then the oil shock will not be softened
by any appreciation of the yen.
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