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Business conditions DI (actual result) for large non-manufacturers
worsens for first time in four years
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Summary

= The results of the BOJ June 2024 Tankan survey of corporate sentiment were as follows:
business conditions DI (actual result) for large manufacturers were at +13%pt (+2%pt in
comparison with the previous survey), while large non-manufacturers were at +33%pt (-1%pt in
comparison with the previous survey). The business sentiment for large non-manufacturers has
worsened for the first time since June 2020 when economic activity was severely curtailed by
the spread of COVID-19.

= Looking at the breakdown of large manufacturers, business conditions DI (actual result) grew
across the board for the basic materials industries. It appears that price pass through has
progressed further for industries located upstream in the supply chain. On the other hand, iron
and steel suffered a major decline at -16%pt in comparison to the previous survey. In processing,
industries with a high export ratio achieved growth due to the weak yen amongst other factors.
Motor vehicles suffered a decline due to various factors including the authentication fraud issue
which became public on June 3, but the extent of the decline was minor. As for large non-
manufacturers, business conditions DI (actual result) suffered a major decline in retailing at -
12%pt. In addition to the decline in personal consumption, transportation costs have increased
as enforcement of limits on overtime hours has begun, bringing pressure on corporate earnings
along with other factors. Meanwhile, the pace of growth in foreign tourists visiting Japan has
slowed, and this is also thought to have brought a worsening of business sentiment. Industries
susceptible to changes in inbound demand declined, including services for individuals (-4%pt)
and accommodations, eating and drinking services (-3%pt).

= The FY2023 capex projection for all enterprises in all industries (incl. investment in properties,
but not investment in software or research & development) is +10.6% y/y, with manufacturing
up by +6.7% and non-manufacturing up by +12.8%. In FY2024, the figure was +8.4%, with the
manufacturing sector in particular showing a higher figure as shown in the June survey. Demand
appears to be accumulating for renewal investment, capacity expansion investment, and labor-
saving investment to cope with labor shortages, which companies had been postponing due to
the Corona crisis and high prices. On the other hand, non-manufacturers were modest in their
capex projection despite a strong sense of equipment shortages.

IMPORTANT DISCLOSURES, INCLUDING ANY REQUIRED RESEARCH - icR h
CERTIFICATIONS, ARE PROVIDED ON THE LAST TWO PAGES OF THIS REPORT. COnNoMmc Researc




Business Conditions DI Chart 1
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Source: Bank of Japan, Cabinet Office; compiled by DIR.
Note: Shaded areas denote economic down turns.

Developments of Fixed Investment including Land Purchasing Expenses (excl. software investment)

Chart 2
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Source: Bank of Japan; compiled by DIR.
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Business Conditions DI Chart 3
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Source: Bank of Japan.
Note: 1. DI = “Favorable” minus “Unfavorable”; % pt.
2. Changes in forecast = "Forecast of the current survey" minus "Actual result of the current survey"
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