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Japan’s trade surplus up 37%; China No.1 destination b

Japan's trade environment since the beginning of 2008 is very likely to change in coming
years due to the massive U.S. subprime mortgage crisis* which will affect the nation’ s lucrative
exports. The trade surplus™ expanded 37 percent in 2007 from the previous year to 10.8 trillion
yen, marking the first growth in three years, the Finance Ministry said on Jan. 24, 2008 in a
preliminary report. The trade data are measured on a customs-cleared basis* before adjustment
for seasonal factors*. The upturn in the figure* highlights the fact that surging demand for
Japanese goods from the European Union and other parts of Asia more than offset* a drop in
exports to the U.S.

Exports in 2007 rose 11.6% to 83,940.7 billion yen, while imports increased 8.6% to 73,115.7
billion yen, both all-time highs. Import growth is attributed mainly to soaring crude oil prices™,
which averaged 69 dollars per barrel, a new record and up 7.9% from a year earlier, even
though the volume of crude imports declined for the second straight year. The crude oil prices
hit the $135-per-barrel level in late May of 2008, likely to stay on that level for a while and affect
the entire business picture.

Exports to the EU and Asia in 2007 continued to gather steam*, posting double-digit increases
on robust demand* in the regions for cars and steel, respectively. Facing a softening U.S.
economy due to fallout” from the subprime loan crisis, many Japanese companies appear to
have shifted the focus of their business elsewhere. The expansion was based on solid export
growth to Asia, Europe and oil exporting countries. “Exports to China, the European Union and
oil-producing nations offset the decline in exports to the United States,” a government official
said at a briefing.

Exports in 2007 to China, which already overtook* the U.S. as Japan's biggest trading partner

in fiscal 2006, amounted to 17.4 trillion yen, thanks to brisk exports of electronic devices and
organic compounds. Exports to the U.S. totaled 16.9 trillion yen in the same period. Exports to
China excluding Hong Kong expanded 19 percent to a record 12.8 trillion yen in 2007. Imports
also hit a record 15 trillion yen, up 9 percent, led by delivery of telecom equipment®.
U.S.-bound exports in 2007 declined 0.2 percent to 16.9 trillion yen, marking the first drop in four
years, as exports of machinery for construction and mining dropped 32.5 percent. Automobile
shipments to the U.S. rose 0.5 percent last year, while exports to China surged 79.2 percent.
Imports from the U.S. rose 5.4 percent to 8.34 trillion yen due to increasing imperts of whole
grains®, including corn.

However, imports in 2007 rose 8.6 percent to a record 73.1 trillion yen as the average price
of crude oil rose 7.9 percent from 2006 to a record $69 per barrel in 2007. The report also says
that in 2007, China, including Hong Kong, for the first time in postwar history replaced the U.S.
as Japan's biggest export destination on a calendar-year basis*.

The 2007 trade value* — the total of imports and exports — with China, excluding Hong
Kong, came to 27,867.6 billion yen, with exports expanding 19% and imports climbing 9%,
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setting record highs in both categories for the ninth consecutive year*.

The upsurge in exports was led by semiconductors® and other electronic parts. Exports to
China, including Hong Kong, stood at 17,413.7 billion yen, surpassing* those to the U.S. for the
first time. Japan logged* a trade deficit of 2,185.9 billion yen with China, though it succeeded in
narrowing it for the second straight year.

The 2007 trade surplus with the U.S. fell 5.1% to 8,563.7 billion yen, shrinking for the first time
in four years. Shipments to America edged 0.2% lower as demand for construction and mining
machinery plunged more than 30%. Imports from the U.S. rose 5.4% on the back of an increase
in crop imports due to surging raw materials costs worldwide. In December, the trade surplus
sank 20.9% from the same time last year, the second straight month of decline.

The 2007 trade surplus with the EU expanded 20 percent to 4.75 trillion yen for the second
consecutive year of expansion, while the trade surplus with other parts of Asia, including China,
expanded 38.5 percent to 8.88 trillion yen for the first time in three years. In December, the
trade surplus narrowed 20.9 percent to 877.9 billion yen for the second straight month of decline
as a weakening U.S. economy reduced demand for cars and electronics and higher crude oil
prices inflated* imports.

Kaori Yamato, an economist at the Mizuho Research Institute, said the 2007 data confirmed
Japan's exports, especially to the rest of Asia, were firm on the back of the yen's weakness*
against the other major currencies in the first half of the year. But she expressed concerns over
the country's exports, saying, "If the U.S. economy further slows down, it will also affect Japan's
trade with the rest of Asia because a considerable percentage of Japan-originated goods
shipped via Asian markets* are finally consumed” in the United States."

556 - 88i% (Terms & Usage)
subprime mortgage crisis 777 4 A 10— U fE# W subprime &k [EFAHMTEEFO
(u—>)] #38 L., mortgage &1 MEEO—V] O &, RET2007E7 A, ZOHF 775
4 50— U HPEHFLE N2, T2 residential mortgage-backed securities (fFE1— 38
TRAES) PREITHE SHAIHRE £ B 72720 REHGIEREL L 72,
trade surplus 585
a customs-cleared basis BRI — X T
before adjustment for seasonal factors  Z=Hi T
in the figure ZTOF BHBFHEHT)
offset T 2
soaring crude oil prices 2§ 2 FUlEE
gather steam V&S w A (steam) 2H0 5] »HHEEL.
robust demand REE:7ZF T
fallout (from ~) (MH) &k
overtook Mo Tfb 5B, il
telecom equipment WIS HERS
whole grains HHL TWhwik, £k
on a calendar-year basis JFEN— AT
trade value EH&E
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the ninth consecutive year 9 % T

semiconductors 28k
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yen's weakness %

Japan-originated goods shipped via Asian markets 7 ¥ 71585 % 5l L T S 7z ARG
finally consumed HAEMIZTHE S
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$£4F BSHEE (Trade Terminology) v

1. FL®HIC

MRGICART. BARESEHEORELZFEL 20H b, 2006 EOMRRAZIZBIT S HADH
PLidiM 460, MASMTHo7z, F4 Y H 146, BA260). 72U F Hd2Hn. WA
162), PE @HBAE DIC3AD) OMMIEEDL L LW, PEOMIZZELL 7TXA Y H 2K
BnThHb, PEHONEBEHRED 6 FE2 AR, AL 20, 07486 AIZIE—IK3326E N
WMZEL TS, i HADRER A OSEHEME I 91351 NV 72005 ML Th-7:",
ZOMTRESBEROBELZHIAL, BAROESZWHEHB{BREIZOVWTERL LW,

2 . EFRIRSZ (international balance of payments)
—EO—EHMBISE - A, 7 5® inflow @A) & outflow (HiMH) 2#RL7D D,

FOPRIZLLTo@ Y o
A. BE BB=RTET) X current-account balance
(1) B85 - U—ERANZ trade and services-account balance
a. Bz trade-account balance
b. B —EXUIN3Z services-account balance
(2) FRiISINZZ income-account balance
(3) BEBHEINZ current transfers-account balance
B. BE&RIGE capital & financial-account balance
(1) BERXZ investment-account balance
(2) SEHIZ portfolio investment balance
(2) ZDMEXRINZ other capital & financial-account balance
C. NE#EHES foreign-currency reserves
D. 2 (T&) - R (E235) errors/omissions
[5HeA]

MEWINE] o [BH] L M (oh) K& () 3] cbhs HRCEETS] F2X
s 5, AL TEREICIE account (HhE) 2SAD, BARFEOHFICE THIE] Ao Twi
WDIZEBE L7220 TH b, 2F DAY [REDE] 1 TREMENS] 20ThHb,

TS| &k TEM#E (raw materials) & Hdh (goods) D& DG 2F Do

-] ik MGz - A0l L OmMF] ] 28w, ToELHEIL [
7YX (travel-account balance) ] % TdH %,
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[ &g TEAANKE L8 - % - HER EoFITFIiE] 20,

(FEERBEIGE] L& THERETAIRMEEDRVY - CADEIEOWE]] 2vn, FIZ
BT~ DO—F W72 7%4 (foreign remittance) %9,

(BRG] & TE/, - ERATIELZWY [H3] oseomAll 205,

[FEIEZ] & THMAES: Bk - e L) O E W5 29,

[ZDMEARIZ] & [BMIEHRUA (&R E) DL OBGEI] 205,

rERoWEE MR L D% AWK (overall-account balance] &9,

HAUZ 1991 4E 2 & 17 4Elife TH R R OMEMERE (creditor nation) (2006 4RI IEH4HHE
BEAS 1335 J6M) & o725 2007 TP EICIK PNz F 72 01 EBEIZ IR Lo TR
BERiE 88JkM) »EHEFH B5KM) zLEY. HRIIES XY DEY - HFED
BETHSCEIIC o722 EDMERIC R o720 SHIIKALLEREL 2R, EHIENE
LWTWB Z LR ERT 5D TBIFOEREIEZ ) BETLEND D,

3. ZDMtDEFFEE (Other Trade Terminology)
A. BEiRERE
DF OB (free on board) price = [AME LAARERE] LD, WHHMEE 25, KE
TWFAS (free alongside ship) X — X 2% o> T\Wn5,
®C | F (cost, insurance and freight) price = [f#kk, EEAAMEE ] &3 BWv., HAM
Wb, BHRETY 7 LT,
@L./C (letter of credit) = [MEAIR] LB, MBAEESIEHTICRITLTD S,
BHEHRBICHWS, BLTIZIV =&,
@B./L (Billof Lading) = [fRfFEES] & v, MR 2B MR EE IS & LI HUE |47
TR T2 EEDFWTH B R 5,
B. BZHHEE (Modes of Trading)
@IN—5—B5 (barter trade) =45k, FIAHE 5 R
OFRHINITES (bonded processing trade) =HBEZ O T FITIMIE S, Fo—Hi
[/ v 759 il (knockdown exports) | TEBH T2 (. FEFELTHEL,
BNORBHIB T/ v 7 7y Y LTEESICL, EZEICEHET 2 HE,
QAATHA (parallel imports) =EHROEHABRIED IV — F PSS, FIZEFERED
BE=EORMIED»SBMAT B FHik
@ENEA (private imports) =BAZFOFEZTZHME LT, MANDOTRER LW
EWOMAEED o
C. i@ (customs clearance)
DAFEERERE (preferential tarifl) =JEEEA, FARELED» SBWMATASLAIIHEY,
@B~ —2 (customs-clearance basis) =BUzWBL-ETOHEGBE X~ AL
BBHEEET D L TRV 5,
D. BSWE (trade agreement)
OEHEBSIHE (Free Trade Agreement=FTA)
RhERAGE - HhIRE ©, BT AW mOMmIBANB AR, - HBE. 2 LTH—E2A”H
DEEZBRETLIOEZEHME T A%,
OEEEEIFE (Economic Partnership Agreement=EPA)
LROBHBEZWMEICMA T, MOHE. AWBBHOV -V, HEOV—LHRELY
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MR VGIFIC b7 o T Y RO %2 T 5T BAROHEIETRTEPA IR > TWT,
FTA v, 084E2 ABIfE, YU MR-V, AFva, =Lb—v7, FY. ¥4 LE
HLTwBY,
Q@BERfMiEHiH (tax system on transfer prices)

SZEEREN TN — T RO EB/MET 2 2010, BEMEEELZT D2
T 57008 P ITAREIESN O FESHLF IS T 2 B R P BRE0ME (Zh
FREMEEIER) ZEDICEREL. TaoMNEE PR T 5% EOEBIIEZBE
@_Z) 4)0

4. BAXREBSER (Japan-U.S. Trade Frictions)

2008 SERNBHIATE, H REFB4RIE HoAROR K E 5 B0E (Japan's trade surplus with the U.S)
AH/NLTB Y FEIE AL TR, 2003 EKE F CIRER AERORKEHETH o 7205
04 EREICKFHEER— X THEISRENZR DD . HROEKESE L o720 2006 EBE LRI
W HARDR AR S BFHEA BT NIV & 2 Y RE-— S RFHD 108% L ¥ - 27K L 1) 40%55
TH o T&Eo #4910 4ERTOD 1999 4E1243 97 SR —BRH) L7 KalBRGEE R — 28— 301 52 (AR
EHGE - BITOREEHIRSGE) EEL. BREHBEBOMZ T &, FR. WA/ F X, H
YL - WERG & SRR D 4 HHCRIFEE % o 7275, BICHIR L7

5. HHEBSER (Japan-China Trade Frictions)

EROENEFICHSHED . 2007 FIFER—ZATHLRERRAERORKESEIC ko W
BEDOOTHEROFERICE S L. HRPESHNT 28 KHFHIC LY. RE L 0ZGH % ENl» 72,
2008 EITITHEHEEFOFEA Y HPHEL 20 FEROKREEROBEBEIFE L, T2
2001 SEMIFICITHRE D S HRNOBL M2 A X, ¥4 7. BROBAIER UERNEE~D
WHEPERICE > TEZ/2D BUFIZFE 4 A R IERESEM (WTO) ol -7H4 - F (8
BMARIR) ] £EERE L7 2OMOFETLRAMBOBEX RSN B THRL TV,

" B M E @ERRER)
M L. ROFEXHPAXONFIZEIHER T, FbRWERF v -7¥

1. The nation’s trade surplus expanded 37 percent in 2007 from the previous year to 10.8
trillion yen, marking the first growth in four years.

H
)

2. The crude oil prices hit the $100-per-barrel level in the beginning of 2008, likely to stay on
that level for a while and affect the entire business picture.

p_]
)

3. Facing a softening U.S. economy due to fallout from the subprime loan crisis, man

<

Japanese companies appear to have shifted the focus of their business elsewhere.

4. China already overtook the U.S. as Japan's biggest trading partner in fiscal 2006.

=IRE
ol |

5. US.-bound exports in 2007 declined 0.2 percent to 16.9 trillion yen, marking the second
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drop in four years.

=3
o)

!

China, including Hong Kong, for the first time in postwar history replaced the US. a

w

Japan's biggest export destination on a calendar-year basis in 2007.

=3
o

—

The 2007 trade surplus with the U.S. fell 5.1% to 8,563.7 billion yen, shrinking for the firs
time in five years.

!
vy

—
=

The 2007 trade surplus with the EU expanded 20 percent to 4.75 trillion yen th

second consecutive year of expansion.

0

[¢]

-3
)

In December, the trade surplus narrowed 20.9 percent to 877.9 billion yen for the second
straight month of decline.

T:F

10. The reason for the declined December trade surplus was a weakening U.S. economy

which reduced demand for cars and electronics and higher crude oil prices inflated imports.

ﬂﬁ% II Dictation. T:F

. Japan's trade environment since the beginning of 2008 is very likely to change in coming

years due to the massive ( ).

The crude oil prices hit ( ) in the beginning of 2008, likely to stay on that level for a
while and affect the entire business picture.

. Japan logged a trade deficit of 2,185.9 billion yen with China, though ( ).

AE . Questions and Answers.

Was it the first time in how many years that the trade surplus expanded 37 percent in
2007 from the previous year to 10.8 trillion yen?

When did China, including Hong Kong, for the first time in postwar history replaced the
US. as Japan's biggest export destination on a calendar-year basis?

Why did economist Kaori Yamamoto express concerns over the country's exports?
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B%E IV. Translation

1. 2007 FICBITAHAOEGREIMZ 2D 3ERYTH 5,

2. WEIZ 2007 F£I2BWTH HEBEIEENR— A THO TR L LB -7,

3. 2007 FFICBWTHAOM RKEHIIKEOBRFRETHE D RA LN, FEPHRHES~DOH

HN){EPU“'C*@O fCo
p= 3 (N [=a—7vy— FHEk]
I. RUSIC (FF, Nhyvka-—FEL-¥ar 1995 )
1) 8 [FHLv~ s oRFEEAPISEHAR (8) MCHERHFEICT S 95)
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Zo 3] (BF, WER%] 8155 /2007 4
12H. 61 - 76 H) &K,
AFRICOBEE L 2007 42 10 B 7 HICEBEHE
BREE GERl- W) CHREBShABARE
BEFHSB O EERBRETCRACELTE
FLIRXERIFICME - SFTELZb0TH
%o
BEFE QBRI 5 a3 4 ¥ M AT O
[F L= aBREEFAMEHERRZ03]
(62 H) B8,
HEHB ZOFEREFROMICTATTI—S
LT3 HAREBEONERRRI D L5 &
i FORFOMEICRIER L 2dh ol A
FREGOLEFZ OFFEIE T 13 o HfTARIC
Mg - R Eh T b
(1) [Ryy b7as Ly o TMEEME 3 )
(FLARRE. /A 2008 4F 2 HT)
(2) THL ¥ FHRETERIE 4 )
(RRfRemB Y, /2R 2007 45 AT
(3) T84 v FARIZRIER - M)
(HAmaR, e AR 2003 45 7 AT)
(4) TEFHEIIRATIER - 3]
(HIREEE, RLsesHibR 2003 45 5 HT))
(6 [Hry b 7uy Ly TRV 2 )
(6. /NS 2001 #£7))
6) IFry b7aryLy ¥ 7]
(FeAEE. /M 1995 4EH))

(W, xR r sy 4 u Xk 1994 5ET)
(9) TBURAREL EREICT 3)
(HF, Vrx/trF 441991 7))
(10) 7B 5 H R gEp s
(H35, BHERH: 1987 1))
(11) [BUCHEZWIRTT AR
(M, BAHERLL 1986 4£F)
(12) THBERBEL R 2500
(§3%, 7Y -4 1985 )
(13) TR LI T 2]
(3%, Zova -4 1981 £,

0. #EIERAE
1) TORIIIROHKEL - HEtz iR

EXRERRICHE L 2RF 2 EZ 1T L
LEXTALLEDDTHS,

@ The Japan Times Online, Jan. 25, 2008, “Trade

surplus up 37%; China No.1 destination”

@ Associated Press Newswire, Jan. 24, 2008,

“Japan's trade surplus down 209 percent in
December”

® Nikkei Net, Jan. 24, 2008, “Japan Trade

Surplus Climbs 37% For 1st Increase In 3
Years”

@ Japan Economic Newswire, Jan. 24, 2008,

“Japan's 2007 trade surplus up 37.0%, lst
growth in 3 yrs”
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[REH]
EIPI
I1F2T3T4T5F 6T 7F 8T 9T 10T
g
1. U.S. subprime mortgage crisis
2. the $100-per-barrel level
3. it succeeded in narrowing it for the second
straight year.
R8T
1. Three years
2. Calendar, 2007
3. Because she says "if the U.S. economy
further slows down, it will also affect
Japan's trade with the rest of Asia as a
considerable percentage of Japan-originated
goods shipped via Asian markets are finally
consumed in the United States.
R IV.
1. The 2007 increase in Japan's trade surplus
marked the firtst of its kind in three years..
2. China’s trade value with Japn in 2007 has
surpassed that with the U.S. for the first
time on a calendar basis.
3. Although Japan's exports to the U.S.
has declined due to the decelerating U.S.
economy in 2007, the decline was offset by

its increasing exports to China and the EU.



