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February Trade Statistics

Lunar New Year celebrations bring downward pressure on exports
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Summary

= According to February 2015 trade statistics, export value grew for the sixth consecutive month
at +2.4% yly, but the extent of growth fell far below that of the previous month, which recorded
+17.0%. The seasonally adjusted figure for export value was also down by -7.0% m/m,
suffering its first decline in nine months. It appears that the growth rate which had continued
until now has slowed down, with exports now merely treading water as of this point.

= However, we have to keep in mind that both January’s sharp growth and February’s decline
were influenced largely by Lunar New Year celebrations in the Sinosphere. Export value to
China grew by +20.8% y/y in January and then fell sharply in February to -17.3%. Although we
cannot assess February performance as having been positive, it still exceeded market
consensus (+0.3% yly) which was low due to the Lunar New Year factor. Meanwhile,
considering the fact that the total in export value to the entire world in January and February
together maintained high growth at +9.4% y/y, we believe these are not completely pessimistic
results.

= |mport value declined on a y/y basis for the second consecutive month at -3.6% yly.
Meanwhile, import volume achieved growth for the first time in five months at +4.5% y/y. The
collapse in the price of crude oil brought the import price down by -7.8% y/y, a major factor in
pushing down import value. As a result, the trade balance recorded a deficit for the thirty-
second consecutive month at -424.6 bil yen, but shrank in comparison to the previous month.
In seasonally adjusted terms, the trade balance recorded an increase for the first time in three
months at -638.8 bil yen, due to the major decline in exports.

2014 2015

Jun Jul Aug Sep Oct Nov Dec Jan Feb

Export value (yly %) -2.0 3.9 -1.3 6.9 9.6 4.9 12.8 17.0 24
Market consensus (Bloomberg) 0.3
DIR estimate 1.5
Import value (yly %) 8.6 24 -1.4 6.2 3.1 -1.6 1.9 -9.0 -3.6
Export volume (y/y %) -1.7 1.0 -3.0 2.8 4.8 -1.7 3.9 11.1 -2.1
Export price (y/y %) -0.3 2.9 1.7 4.0 4.6 6.7 8.6 5.3 4.7
Import volume (y/y %) 7.2 -0.4 -4.6 3.0 -1.8 -6.9 -1.8 -6.3 4.5
Import price (yly %) 1.3 2.8 3.3 3.2 5.1 5.8 3.8 -2.9 -7.8
Trade balance (Y100 mil) -8,341 -9,665 -9,532 -9,620 -7,418 -8,988 -6,656 -11,791 -4,246

Source: Ministry of Finance, Bloomberg; compiled by DIR.
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Export value wins yly growth for sixth consecutive month, but extent of growth
shrinks in comparison to previous month

According to February 2015 trade statistics, export value grew for the sixth consecutive month at
+2.4% yly, but the extent of growth fell far below that of the previous month, which recorded +17.0%.
Looking at export value in terms of the price factor and the volume factor, we see that the weak yen
brought upward pressure on results, while the export price continued its climb by +4.7% y/y. However,
the extent of growth in export price shrank in comparison to the previous month, while export volume
(-2.1% y/y) suffered a loss in comparison to the considerable growth of the previous month (+11.1%),
bringing downward pressure on export value. The seasonally adjusted figure for export value was also
down by -7.0% m/m, suffering its first decline in nine months. It appears that the growth rate which
had continued until now has slowed down, with exports now merely treading water as of this point.
However, we have to keep in mind that both January’s sharp growth and February’s decline were
influenced largely by Lunar New Year celebrations in the Sinosphere. Export value to China grew by
+20.8% y/y in January and then fell sharply in February to -17.3%. Although we cannot assess
February performance as having been positive, it still exceeded market consensus (+0.3% y/y) which
was low due to the Lunar New Year factor. Meanwhile, considering the fact that the total in export
value to the entire world in January and February together maintained high growth at +9.4% y/y, we
believe these are not completely pessimistic results.

Import value declined on a y/y basis for the second consecutive month at -3.6% y/y. Meanwhile,
import volume achieved growth for the first time in five months at +4.5% y/y. The collapse in the price
of crude oil brought the import price down by -7.8% y/y, a major factor in pushing down import value.
Import volume in seasonally adjusted terms (seasonal adjustment by DIR) grew for the second
consecutive month at +1.1% m/m. This figure indicates that import volume is making a comeback,
following the trend of improving domestic demand.

The trade balance recorded a deficit for the thirty-second consecutive month at -424.6 bil yen, but
shrank in comparison to the previous month. In seasonally adjusted terms, the trade balance recorded
an increase for the first time in three months at -638.8 bil yen, due to the major decline in exports.

Export Value, Volume, Price and Trade Balance Chart 2
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Source: Ministry of Finance; compiled by DIR.
Note: Export volume and export price seasonally adjusted by DIR.
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Export volume suffers m/m decline, decline in exports to Asia notable

Looking at the export volume index in seasonally adjusted terms (seasonal adjustment by DIR), we see
a decline for the first time in three months at -7.8% m/m. Declines were also seen in performance by
region, with -4.6% m/m for the US, -3.1% for the EU, and -9.9% for Asia. The decline in Asian trade
was especially notable due to the influence of the Lunar New Year celebrations, and was the major
factor in pushing down overall results.

As for export volume by region and types of goods, exports to the US saw automobiles, Japan’s major
export product there, suffer a decline, while in addition, electrical machinery, which was a major factor
in pushing up last month’s results, also declined, bringing downward pressure on overall performance.
As for exports to the EU, transport equipment such as automobiles achieved growth, while electrical
machinery suffered a decline along with iron and steel products. As for exports to Asia, most goods
experienced declines in comparison to the previous month in both China and the newly industrialized
economies (NIES). Exports to the ASEAN also suffered declines, especially in the area of electrical
machinery, which won growth during the previous month, but in February contributed to the overall
decline.

Export Volume by Trade Partner; Global Economy and Japan’s Export Volume
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Source: Ministry of Finance; OECD; compiled by DIR.
Notes: 1) OECD CLI (Composite Leading Indicator): OECD member and six non-member countries.
2) Export volume seasonally adjusted by DIR.

Shrinking of trade deficit expected to slow down

As for the future of exports, the growth trend in terms of export volume is expected to continue in
association with the recovery in overseas economies. Meanwhile, our outlook for the economy by
trading partner sees the US continuing its economic expansion lead by robust personal consumption.
Automobiles, Japan’s major export product to the US, are expected to continue experiencing sluggish
growth due to the increase in local production carried out by Japanese auto makers in the US, but
growth in exports is expected in the future centering on capital goods, which are now showing strength.
Meanwhile, the decline in the price of crude oil and the additional quantitative easing policy of the
European Central Bank is helping the Euro Zone move toward a comeback. Hence exports to Europe
are expected to experience moderate growth. As for Asia, the decline in the Chinese economy brings in
a certain danger factor, but emerging economies in Asia other than China with strong dependence on
the US economy are likely to see an acceleration of the recovery led by US economic expansion.
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Meanwhile, since exports to Asia are mostly production goods going into products whose final
destination is the US and Europe, further growth is expected in the future centering on electronic parts
which have maintained a strong undertone as of late.

The trade deficit is expected to continue to shrink as a result of improved export volume supported by
recovery in overseas economies. However, the main factor in the rapid decline in the trade deficit in
recent months was the collapse in the price of crude oil, and there are growing signs now that the crude
oil price may bottom out in the near future. In addition, expanding domestic demand is expected to be
accompanied by further growth in import volume. Hence the pace of decline in the trade deficit shows
a good possibility of slowing somewhat in the coming months. We do believe, however, that the trade
deficit will continue to shrink at a moderate pace.
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IMPORTANT

This document is not intended as a solicitation for investment. Content herein is based on reliable information available at the time the document was prepared and may be
amended or otherwise changed in the future without notice. We make no representations as to accuracy or completeness. Daiwa Securities Group is the parent of Daiwa Institute
of Research Holdings (parent of Daiwa Institute of Research) and Daiwa Securities. Daiwa Institute of Research retains all rights related to the content of this document, which
may not be redistributed or otherwise transmitted without prior consent.

United Kingdom
This document was produced by Daiwa Institute of Research Ltd., and is distributed by Daiwa Capital Markets Europe Limited which is regulated by The Financial Conduct
Authority (“FCA”) and is a member of the London Stock Exchange, Eurex and NYSE Liffe.

Daiwa Capital Markets Europe Limited may, from time to time, to the extent permitted by applicable UK law and other applicable law or regulation, participate or invest in
other financing transactions with the issuers of the Securities referred to herein (the “Securities”), perform services for or solicit business from such issuers, and/or have a
position or effect transactions in the Securities or options therefore and/or may have acted as an underwriter during the past three years for the issuer of such Securities. In
addition, employees of Daiwa Capital Markets Europe Limited and its affiliate may have positions and effect transactions in such Securities or options and may serve as
directors of such issuers. Daiwa Capital Markets Europe Limited may, to the extent permitted by applicable UK law and other applicable law or regulation, effect transactions in
the Securities before this document is published to recipients.

This document is intended for investors who are not Retail Clients within the meaning of the Rules of FCA and should not, therefore, be distributed to Retail Clients in the
United Kingdom. This document is not to be used or considered as an offer to sell or solicitation of an offer to buy any Securities. Information and opinions contained herein
have been compiled or arrived at from sources believed to be reliable, but neither Daiwa Capital Markets Europe Limited and/or its affiliates accepts liability for any loss arising
from the use hereof or makes any representation as to their accuracy or completeness. Any information to which no source has been attributed should be taken as an estimate by
Daiwa Institute of Research Ltd. This document is not be relied upon as such or used in substitution for the exercise of independent judgment. Should you enter into investment
business with any Daiwa Capital Markets Europe Limited affiliate outside the United Kingdom, we are obliged to advise that the protection afforded by the United Kingdom
regulatory system may not apply; in particular, the benefits of the Financial Services Compensation Scheme may not be available. Daiwa Capital Markets Europe Limited has in
place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict management policy is available at http://www.uk.daiwacm.com/about-
us/corporate-governance-regulatory. Regulatory disclosures of investment banking relationships are available at https://daiwa3.bluematrix.com/sellside/Disclosures.action.

Germany
This document is distributed in Germany by Daiwa Capital Markets Europe Limited, Frankfurt branch, which is regulated by BaFin (Bundesanstalt fuer
Finanzdienstleistungsaufsicht) for the conduct of business in Germany.

North America

This document was prepared by Daiwa Institute of Research ("DIR"), a Japanese company. It may not be accurate or complete and should not be relied upon as such. It reflects
the preparer's views at the time of its preparation, but it is provided with a time delay and does not reflect events occurring after its preparation. The preparer has no obligation to
update this document or to continue to prepare research on this subject. This document is not an offer to sell or the solicitation of any offer to buy securities. Unless this report
says otherwise, any recommendation it makes is risky and appropriate only for sophisticated speculative investors able to incur significant losses. Readers should consult their
financial advisors to determine whether any such recommendation is consistent with their own investment objectives, financial situation, and needs.

This document does not recommend to U.S. recipients the use of Daiwa Capital Markets America Inc. or its non-U.S. affiliates to effect trades in any security and is not supplied with
any understanding that U.S. recipients will direct commission business to such entities. Unless applicable law permits otherwise, non-U.S. customers wishing to effect a transaction in
any securities referenced in this document should contact a Daiwa entity in their local jurisdiction. U.S. customers wishing to obtain further information or effect transactions in any
securities mentioned in this document should contact Daiwa Capital Markets America Inc. ("DCMA"), Financial Square, 32 Old Slip, New York, New York 10005 (telephone 212-
612-7000).



Attention
This cover letter is an unofficial translation. The official document is in Japanese.

Notification items pursuant to Article 37 of the Financial Instruments and Exchange Law
(This Notification is only applicable to where report is distributed by Daiwa Securities Co. Ltd.)

If you decide to enter into a business arrangement with our company based on the information described in materials
presented along with this cover letter, we ask you to pay close attention to the following items.

* In addition to the purchase price of a financial instrument, our company will collect a trading commission*
for each transaction as agreed beforehand with you. Since commissions may be included in the purchase
price or may not be charged for certain transactions, we recommend that you confirm the commission for
each transaction. In some cases, our company also may charge a maximum of ¥ 2 million (including tax) per
year as a standing proxy fee for our deposit of your securities, if you are a non-resident.

= For derivative and margin transactions etc., our company may require collateral or margin requirements in
accordance with an agreement made beforehand with you. Ordinarily in such cases, the amount of the
transaction will be in excess of the required collateral or margin requirements.

= There is a risk that you will incur losses on your transactions due to changes in the market price of financial
instruments based on fluctuations in interest rates, exchange rates, stock prices, real estate prices, commodity
prices, and others. In addition, depending on the content of the transaction, the loss could exceed the amount
of the collateral or margin requirements.

= There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by our
company.

= Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your
trading in financial instruments with such experts as certified public accountants.

* The amount of the trading commission cannot be stated here in advance because it will be determined between our
company and you based on current market conditions and the content of each transaction etc.

When making an actual transaction, please be sure to carefully read the materials presented to you prior to the
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