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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. This, the sixteenth, survey was conducted between
October 13 and 23, 2009, and received 435 valid responses.

Although the reported sales and profitability figures for the past six months were still in the red (although less that
in the previous survey — Spring 2009), this survey shows that the surveyed companies see some positive
developments, both regarding the state of the Japanese economy and their own performance.

The economy for the next 6 months is expected to move into black, +0.25 (compared to -0.44 in spring 2009),
and looking 12 months ahead, the companies see a continued turn for the better - the index shows +0.66 (+0.21
in the previous survey). Even more importantly, the forecasts for the coming six months for sales and profitability
both show a notable growth. The sales forecast index was +0.47 (previous survey +0.15) and that for profitability
+0.40 (+0.13). Only 3% expect a further strong decline in sales and only 4% profitability, while 62% and 55%
respectively see strong or some improvement.

Concerning the strategies of the foreign-affiliated companies in Japan, most of them continue to be rather bullish
despite experiencing tough times in the last year of so. Two-thirds (66% - same as in the Spring survey) are
looking for further growth and 26% expecting to sustain their current level. 6% are planning to downsize, but only
1% (four companies out of the surveyed 435) are considering withdrawing from the market. These results were
very much in line with the findings in the previous survey.

This time the two alternating questions were regarding the currency rates (EUR/JPY for Europeans, USD/JPY for
the others) and Nikkei index in 6 months time. The average estimate for USD was 91.7 and for the EUR 133.6.
Nikkei index is predicted to be at 10,539.

The next survey will be conducted in April 2010.
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Questions

1.1.
1.2.
2.1.
2.2.
3.1.
3.2.

Japan's economic situation next 6 months
Japan's economic situation next 12 months
Sales during the past 6 months

Sales forecast for the next 6 months
Profitability during the past 6 months

Profitability forecast for the next 6 months
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Reasons behind changes
Strategies in Japan

JPY/USD and JPY/EUR exchange
Nikkei Index

Comments

The index makes it possible to compare results
from consecutive surveys and to create graphs
on how the sentiments change over time.
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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 performance during the past 6 months
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2.1. Sales performance during the past 6 months (2)
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2.2. Sales forecast for the next 6 months
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2.2. Sales forecast for the next 6 months (2)
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3.1. Profitability performance during the past 6 months
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3.1. Profitability performance 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. Profitability forecast for 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 past 6 months was better than the downtrend forecasted for the economy.




A Comparison (2)
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Conclusions:
(1) Changes in profitability are smaller than changes in sales and views on economy.
(2) The predicted profitability improvement for next six months is in line with the views on economy.




4. Reasons behind the changes in business performance
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Noteworthy:

The further increase

in 'Other’ reasons for
change, which started
two surveys ago,
indicates how clearly the
bad global business
climate is percieved as
affecting the business
performance.




4. Reasons behind the changes — Other reasons
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About 40 comments relating to the global economic c risis
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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: 74%, Sustain current: 23%, Downsizing:3%, Consider withdrawal: 0%
Brazil : Growth: 52%, Sustain current: 36%, Downsizing:12%, Consider withdrawal: 0%



5. Strategies in Japan - Comments
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6. Exchange rates in 6 months time
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7. Nikkel index in 6 months time
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General Verbal Comments
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Summary

Economy in the next 6 months: back into positive te rritory expected

The global economic uncertainties seem to have eased and the economic outlook for Japan in
for the next 6 months moved into positive after two surveys deep in the red. The index shows
now +0.25 compared to -0.44 in the Spring 2009 survey. This time 44% expect strong or some
improvement while 40% expect no change and 17% of the respondents some or strong decline.
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Economy in the next 12 months: increased growth in s ight

The respondents saw an increased upturn in the economy within 12 months, and a significant

change from previous survey, now +0.60 (compared to +0.21 in Spring 2009), now 74% expect
strong or some growth, while only 12% see a decline.

By area the differences where minor with European and Australia/New Zealand companies
predicted highest (+0.68) whilst the North Americans (+0.64) and Brazilian (+0.58) were only
slightly lower.

By type of business, finance sector is most optimistic (+0.69) while the manufacturing sector
see the next 12 months least favorably (+0.43).




Summary (2)

Sales Performance

Past 6 months...

Although the index is still in the red (-0.28), it represents a significantly less steep downward
development compared to the Spring 2009 survey when it was -0.56. While 34% had seen an
improvement in sales, still 49% had experienced further decline.

The North American affiliates reported a less worse sales performance (-0.12) than the
European (-0.27) , ANZ (-0.39) and Brazilian (-0.74) affiliates.

By sector, the finance reported positive (+0.04) development, service largest decline at -0.30.

Next 6 months...

Looking ahead, respondents forecast the sales to improve significantly, now the index was
+0.47, while it was +0.15 in the April 2009 survey. 62% expect sales increase while only 20%
see a further decline.

ANZ and North Americans were highest with +0.56 and +0.55 respectively with Europeans and
Brazilian companies lower; +0.45 and +0.32.

By sector, manufacturing expects the least positive development, +0.33, while finance and
service the most positive at +0.73 and +0.52.




Summary (3)

Profitability, the past 6 months...

The reported profitability continued to be in the negative territory, although less. Now -0.19
when it was -0.44 in the Spring survey. 46% of the respondents saw a strong or some decline.

North American, ) and ANZ affiliates reported similar performance (-0.12, -0.17 and
-0.15), while Brazil were clearly worst at -0.58.

By sector, finance reported positive development (+0.12) while service sector was clearly worst
at -0.36.

And the coming six months?

As with sales, also profitability is expected to show a positive development in the coming 6
months, the index was now +0.40 compared to +0.13 in the Spring survey; 55% of the
respondents forecast strong or some improvement in profitability; only 18% a decline.

North American and ANZ affiliates were most positive (+0.51 and +0.47). Europeans and
Brazilian less so, +0.35 and +0.30.

By sector, finance was clearly most positive (+0.70) while trading and manufacturing are most
pessimistic at +0.29 and +0.39 respectively.




Summary (4)

+5

Strategies in Japan

Despite the negative views on the economy in the short term and also very
negative performance figures, the respondents continue to see Japan as a
market with room to expand in the long term — 66% (65 % in the previous
survey) are looking for further growth and 26% (25%) expecting to sustain their
current level. The share of companies planning to downsize was now 7% when it
was 9% in the previous survey. This survey had the highest number of
companies that are considering withdrawing from the market, but it was still only
1% (four respondents out of 51) .

Notable is that the North American companies were more optimistic than their
counterparts, European and ANZ, with 75% aiming for further growth (only 66%
for European and 62% for ANZ).




Commentary by Dr. Willlam Schrade (1)
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Commentary by Dr. Willlam Schrade (2)
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