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<Assessment of the current state of the Japanese economy>

The Japanese economy is recovering at a moderate pace,

Fepruary | atthough it remains pausing in part.
March The Japanese economy is recovering at a moderate pace,

although it remains pausing in part.

(Unchanged since August)

~_>

Apri The Japanese economy is recovering at a moderate pace,
while the uncertainty arising from the U.S. trade policies
and so on exists.

(Changed)



<Assessment of the current state of the Japanese economy>
| Febuay | March | Apil

Private consumption shows
movements of picking up with

Private consumption shows the movement of improvement

F’rivate_ movem_ents of_ picking _up, _ Unchanged in the employment and
consumption although it remains pausing in income situation continuing
part. although consumer sentiment is
in a weak tone.(—)
_Busmess Business |nvestmen_t shows Unchanged Unchanged
investment movements of picking up.

Exports have been showing
Exports movements of picking up Unchanged Unchanged
recently.( T)

Industrial

production Industrial production is flat. Unchanged Unchanged

Corporate profits are improving Serrerie sreits e

Corporate profits as a whole, although the pace . . Unchanged
improving.( 1)
has become moderate.
Firms’ judgments Firms’ judgments on current Firms’ judgments on current
on business business conditions are Unchanged business conditions have been
conditions improving. almost flat recently.( | )
Emblovment The employment situation
ployt shows movements of Unchanged Unchanged
situation .
improvement.
. Consumer prices have been
Prices Unchanged Unchanged

rising.

Note: 1 denotes upward revision and | denotes downward revision.



1. Potential Channels through Which U.S. Tariff Measures Could Affect the Japanese Economy

U.S. tariff
increases

Direct impact

The magnitude of the decline is,

(1) Pricing in the U.S. by Japanese firms, etc.
(2) Reaction of U.S. consumers to price changes

(price elasticity of demand).

Decline in exports to
the U.S.

Decline in exports to
other countries

Indirect impact through
the global economy

Deterioration in world trade
and economy

U.S. economy

(' Deceleration in consumption
due to rising prices, etc. )

Chinese economy

ASEAN and other
Asian economies

European economy,

etc.

\

Decline in appetite for business investment

Manufacturing accounts
for 20% of total GDP

Decline in Decline in Decline in
manufacturing employment private
production and income consumption
Deterioration Decline in
in corporate business
profits investment
retaliatory
measures If Japanese companies do not

pass on tariffs to U.S. sales
prices, this could lead to profit

compression.

Heightened uncertainty and

unpredictability

Possible fluctuations in the
financial and capital markets.

* In addition to the above, there could be impacts through the supply chain. There is also the possibility of an easy conversion effect whereby U.S. imports are substituted from other countries to Japan,
depending on the extent of tariff increases on each country.




2. Developments in U.S. Tariff Measures

Figure 3. Trade in Goods between Japan and the U.S.

Table 1: U.S. Tariff Measures (Relevant to Japan) (As of April 17, JST) (U.S. Data, 2024)
. )

Effective Date Summary of Measures (DJapan's Exports to the U.S. @Japan's Imports from the U.S.
148.2 billion dollars, 21.3 trillion yen
o o . .
March 12 25% additional tariff on steel and aluminum products. 100% Other goods 2.8
i - . . . . Industrial supplies @nd
Aoril 3 25% additional tariff on automobiles (finished vehicles). 90% materialgp‘lo 5‘ Chemicals, Iron and steel, etc.)
P (Tariff on automotive parts scheduled to take effect by May 3). : ) ,
80% Industrlgl machmgs,
10% additional tariff implemented as reciprocal tariffs. g’;ﬁ‘éiﬁ'}’;%cr?:rcshgt‘sry
*This measure excludes the above-mentioned steel and aluminum products, 70% Capital goods T e e
) ) ) 79.7 billion dollars, 12.7 trillion yen
automobiles and automotive parts, as well as copper, pharmaceuticals, 0 38.3 _ _ 100%
. semiconductors (including smartphones, PCs, semiconductor manufacturing 60% Automotive vehicles, parts, and ° Other goods 5.7
April 5 equipment, etc.), and others . engines, Trucks, etc. 10.5  90% = =
MU 1 S e . o . 50% : 80% Industrial suppliels and
Additional country-specific tariff on certain countries, including Japan, was 70% Aaterais 3210
initially implemented on April 9, but a temporary suspension until July 9 was 40% °° Automotive
announced on the same day Pharmaceutical preparations (52.5%) 60% : vehicles, parts,
. Consumption- Pleasure boats and motors O(6.9/)) 50% [¢ ap|ta| gOOdE and engines,
) Motorcycles and parts (6.7%)
related items Toys, games, and sporting goods (4.6%)| 40% 27.7 Trucks, etc. 1.8
T bl 2 I t th J about 38% 30% Passenger cars
able <. Impact on the Japanese economy Consumption- Nissatviiidl
(Potential Channels) 1%  Foods feeds, and beverages 10 12 o0 oor. <m Foods, feeds, and
— (Fish and shellfish, etc.) about 32% oods, feeds, an
DDirect impact through Japan's exports to the US. 0% 0% beverages 15.1
» The downward pressure on exports to the U.S. may vary depending on . .
the extent of price changes for products in the U.S. market and the Figure 4. Import and export of services between Japan and the U.S.
Soeg:iztghv;/:;cgsconsumptlon is substituted for U.S. products in response @Calendar Year . (trillion yen) @Jan-Sep 2024
*There is also the possibility of a trade diversion effect whereby U.S. imports from other (trillion yen) (t Professional and management  Others
countries are substituted for Japanese products. 12 i consulting services
@Indirect impact through the global economy ;
: [ i At R ; 7 F Telecommunications,
» If intensifying trade friction leads to a decline in world trade and 10 0.9 . .
. L -0.5 computers, and information
downward pressure on the global economy, it could indirectly depress 6 | services
Japan's external demand. 8 10
» Increased uncertainty may lead to a deterioration in business sentiment 1 5 F - Charges for the
worldwide, which will lead to a decline in capital investment, and may 6 0.6 use of intellectual
. 4 F u property n.i.e.
also put downward pressure on exports of capital goods, etc. from Japan L 15 29
to other countries. 4 | L T3t / insurance and_
*With regard to the impact on capital investment, changes since the first Trump administration Japan's imports i 0.0 P 0.3
include: increased investment in intangible assets, Al, and trade in services; a shift to from the U.S. Balance of o 2} Maintenance and O 5
domestic production of semiconductors and other products based on the perspective of 2 Export from Japan  services 0.1 repair service n.i.e. ’
economic security; and increased investment in labor-saving and digitalization due to a . ) 1 F 06 0.4
d tic labor short to the U.S. (right axis) £— Travel 0.3
omesltic la O'I’ S. ortage. ) o ) ) 0 25 0.6 Transport .
*Other potential impacts through fluctuations in financial and capital markets should also be - A ~ 0
N
noted. Q,Q'\b‘ NN ‘19 Vv ‘lr)’ ‘lr/b (cv) Exports from Japan to the U.S.  Japan's imports from the U.S.
(Note) 1. Table 1 source: various news and other sources. (6.0 trillion yen) (8.5 trillion yen)
2. Figure 3 source: U.S. Department of Commerce. The total export and import values on a yen basis are the figures from the Ministry of Finance's “Trade Statistics”. 4

3. Figure 4. source: Bank of Japan; Ministry of Finance



3. Export and Trade

Figure 2. The top export destination

Figure 1. Japan’s goods exports considered for the future

(DExport by region

@ Trends in Exports to the U.S.

(@Destination @Share of respondents
who selected the U.S
s.a., 2020=100, 3MA .a. =
135 — 150 (2220207100 , ( 35 (%) w0 &
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Figure 3. Long-term trends in Japanese exports and industrial production o °
150 = = ———T
0 First Trijm.?rAdmlr]IS:rgt;](?n initiates [ cOVID-19 infection spread |
. . . ariffs against China
Industrial / gxp(irts(,jand p;od#ctll?n declined Declining trade between the U.S. and China\ Exports and production declined
130 production ue to demand shocks also put downward pressure on Japanese due to both lower demand ands
120 o W exports to China and production l ~ supply constraints
A'“ A A) r A 4' "‘
110 7 N\ 22V LA mq\ M
100 /‘ The 2008 Global Vasddde
Financial Crisis ‘ Great East Japan
90 Exports Expotrtsdand ijOd}'l]JCtil(()n declined x 1 Earthquake \/
80 ue 1o demand shocks Production and exports declined
20 due to supply constraints
7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7
1998 | 99 | 2000 O1 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 21

Sources: Ministry of Finance

2. Prepared by JETRO based on “Questionnaire Survey on Overseas Business Expansion of Japanese Companies”; the survey period for the 2024 survey was November 6 to December 6.DThere is no survey with
the same question in 2017 and 19; EU in 2018-21 refers to “Western Europe (excluding the UK)”; EU in 2016 refers to “Western Europe (including the UK)”.@Excluding industries with less than 20 companies.
3. Figure 3 source ; Ministry of Finance, Ministry of Economics, Trade and Industry



4. Corporate sector

IThe reference date for the survey was March 12, with a
response deadline of March 31.

IThe automobile tariff was announced on March 26, followed by
the reciprocal tariff announcement on April 2.

Figure 1. Business conditions D.l. (Tankan Survey)

Manufacturin Non-manufacturin
DI : "Favorable” - "Unfavorable®,%pt CD 9 Mar. 2025 DI : "Favorable" - "Unfavorable“,%pt® g
60 ———1 Survey Mar. 2025
: Favorable Survey
40 Large Enterprises 12 40 Medium-sized
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20 20 25
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16
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Figure 2. Economy Watchers Survey March 2025 ( Survey period :

Trends in the current economic conditions and
(p1) future economic conditions DI (CY2009~)
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(Note)

March 25 to 31)

Comments on the future economic conditions
'the U.S.' and 'tariffs'

There are concerns about how U.S. tariffs will affect exports, leading to
uncertainty about the future. (North Kanto, transportation machinery)

The U.S. President announced additional tariff on imported cars from April
3. Automakers have not yet announced the impact, but the future is
uncertain. (South Kanto: Transportation machinery and tool manufacturer)

The increase in vehicle tariffs by the U.S. president has led to a decrease
in export volumes, resulting in a decline in orders. (Tokai, electrical
machinery and equipment)

U.S. tariff policy has added uncertainty. In particular, there is concern that
a deterioration in business sentiment in the manufacturing industry, which
is the backbone of the local economy, will lead to a decrease in the
number of job openings. (Tohoku: Temporary staffing company)

1.Figure 1 is based on the Bank of Japan’s Tankan (Short-Term Economic Survey of Enterprises in Japan) and the Cabinet Office’s Reference Dates of Business Cycles. Shaded areas indicate periods from the peak to the trough of

the business cycle. According to the Ministry of Finance’s Annual Survey of Corporate Statistics for FY2023 (excluding the financial and insurance sectors), the sales share is 27% for manufacturing and 73% for non manufacturing
industries. Enterprise size is defined by capital as follows large (¥1 billion or more),medium-sized (¥100 million to less than ¥1 billion),and small (¥20 million to less than ¥100 million). 6
2.Figure 2 is based on the Cabinet Office's Economic Watchers Survey and Reference Dates of Business Cycles. The shaded area in the figure indicates the period from the peak to the trough of the economy.




5. Prices

Figure 3. Price index for rice related food products

116
114
112
110
108
106
104
102
100

98

Figure 1. Consumer Price Index

Figure 2. Prices of daily commodities and food products(POS)

and services

Figures in parentheses show the weights in General(total=10,000).
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Figure 4. Import Price index for energy and food

@Energy and food
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0 o)
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Source: Ministry of Internal Affairs and Communications; Nowcast Inc.; Bank of Japan; Bloomberg





