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2008 Fiscal Year Economic and Freight Transport Outlook

Economy

- At a time when the turmoil in the financial market resulting from the subprime mortgage loan
crisis in the U.S. is accelerating money inflows to the commodity market, risk factors — such as
credit crunches and surges in the prices of crude oil, foodstuffs and other resources — are making
the future of the global economy more unclear. Nittsu Research Institute and Consulting, Inc.
(NRIC) projects that growth in the global economy will slow in 2008 — although the pattern in
which economic decelerations in the U.S. and Europe are covered by accelerations in Asia will
not change very much — forcing the U.8. as well as European and Asian nations to suffer
smaller economic growth rates than a year earlier across the board. The U.S. economy, the
future of which is drawing attention, is now recovering from the worst stage, although it still
requires some time for the financial market to return to normal. However, as bhalance-sheet
adjustments by households and financial institutes will have a downward impact on the actual
economy, the expansion trend in the economy will become weaker inevitably. As such, the U.S/
economic growth rate will stand at 1.2% year on year, failing to reach the 2% line for the first
time in six years.

- Meanwhile, the inflation-adjusted growth rate of the Japanese economy was only 1.6% in fiscal
2007 resulting from a plunge in housing investment after a revision of the Building Standard
Law in June 2007 and a slowdown in the expansion of capital investment. NRIC expects that
exports, which lead the economy in fiscal 2007, will grow only at a sluggish pace in fiscal 2008,
and that the appreciation of the yen and rises in resource prices will worsen terms of trade (e.g.,
export and import price indexes), which will, then, lower corporate profit and keep capital
investment from being made. The corporate sector, which is in a severe condition, will give
downward pressure on the household sector, where movements have been observed for increases
in income. Furthermore, the lower purchasing power from gains in commodity prices on top of
the plateau reached in labor condition improvements will inevitably dampen consumer
sentiment. For these reasons, it is anticipated that Japan will mark a real economic growth
rate of 1.3% in fiscal 2008, and that the Japanese economy will go through a more intensive

adjustment period.

Domestic Freight Transport

- As for domestic cargo transport in fiscal 2007, consumption-related commodities surged in
volume in the summer of 2007, and are estimated, on an annual scale, to have increased slightly
less than 2% from a year earlier. On the other hand, production-related items are believed to

have declined minutely owing to the decelerations in capital investment as well as mining and




production output. The sluggishness in demand for condominiums and houses in addition to
the fall in public investment worsened the contraction in construction-related goods. As such,
the volume of cargoes moved in Japan in the fiscal year in question is calculated to have waned
1.8%.

+ NRIC anticipates that the total volume of shipments handled domestically in fiscal 2008 will be
weak, declining 2.0% from the previous fiscal year, with all items decreasing. Consumption-
related commodities will tumble slightly less than 2% resulting from growth in personal
spending at a low pace and in reaction to the upsurge saw a year earlier. As for manufacturing-
related goods, iron and steel will climb mildly as a reaction because it was in a slump in fiscal
2007. On the other hand, general machinery and chemical products will both diminigh slightly,
with capital investment improving slightly, and mining and production output fluctuating at low
levels. Petroleum products will plunge. As such, the overall volume of manufacturing-related
goods will slip some 2% year on year. Construction-related freight will remain on a downward
trend due to sluggishness in public investment, but recoveries in demand for condominiums and

houses will decelerate the decrease.

International Freight Transport

» Exports of oceangoing containers (from nine major ports in Japan) will grow 4.4% from a year
garlier in fiscal 2008, with those to newly industrialized economies increasing favorably,
according to NRIC. However, those to North America will not expand as robustly as expected
under the influence of the sluggishness of the U.S. economy, and the rise in those to China will
become weaker. Concerning imports, capital investment will continue to swell mildly, making
those of machinery and equipment steady. Those of consumer goods, Japan’s flagship import
item group, will be impacted in the first half of the fiscal year under review by growth in
consumer spending at a slower pace than expected and the issue of food safety. Consequently,
imports of oceangoing containers will improve only slightly, going up 0.8% from the previous
fiscal year.

- In respect to exports of international airfreight from Japan in fiscal 2008, by route, the trans-
Pacific route will not recover as early as expected, and by item, information technology (IT)-
related products will enter a correction phase during the first half, according to NRIC. On the
other hand, the Asia and Europe routes will be brisk, with leading commodities including auto
parts and components as well as visual equipment. As such, the total volume of international
airfreight exported from Japan will gain 2.6%. As for imports, machinery and equipment will
continue to increase, but regarding consumer goods, seafood, other foodstuffs and garments will
not move as powerfully as expected. As a result, imports will remain on a negative trend,

decreasing 1.9%.
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