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1. Coping with a stalled recovery
vicious circle of deflation, weak demands, low investments, and income decline

I
B Being caught up in a scenario of the shrinking equilibrium and gradual decline, the economy has the pretense of endurance. No
increases in incomes and sales volumes in nominal terms creates a feeling of being trapped.

B Unless the economy shifts to the creation and expansion of value added, it will never escape from the scenario of the shrinking
equilibrium and gradual decline. <Management based on enduring the situation

approaches its limit> ﬁ

- During the recovery trend beginning from 2002, the compensation of
employees and private investment were restrained, and domestic demand
could not be a powerful driving force.
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2. A risk scenario if we leave the shrinking equilibrium and gradual decline unsolved

Bl The Japanese economy faces two risks: (1) Hollowing out of industries due to a strong yen and (2) Macroeconomic impasse due to
current account deficit
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Japan after the “hollowing out of industries by the roots”) Rising mortgage loan interest rates 2




3. “Defensive” countermeasures against the industrial hollowing out and proper management of the
macro economy (ad hoc measures until a future shift to yen depreciation)

B In order to cope with the present situation until a future shift to yen depreciation, we need “defensive” countermeasures against the
industrial hollowing out and proper management of the macro economy.

(_.[

“Defensive” countermeasures against industrial hollowing out (avoidance of rapid hollowing out) |

i

(1)

domestic market through such measures as a review of vehicle tax.

promotion of economic partnership, while clarifying time frames.

(2) In order to ensure an international equal footing for the domestic business environment, we will take such measures as the reduction of the corporate effective tax rate and

Development of global standard investment and business environment

(1) Normalization of corporate public burdens

(2) Promotion of high-level economic partnership

v’ Reduction of the corporate effective tax rate

v" Alleviation of equipment investment tax (a fixed asset tax on depreciation
assets) which is internationally uncommon

v" Normalization of the corporate burden of social insurance premiums

v Promotion of high-level economic partnership with major trade and investment
partners (including TPP, FTA between Japan, China and South Korea, FTA
between Japan and the EU and EIA)

v Promotion of policies to make Japan Asia’s center for business

(3) Sustainability of the social security and finance

(4) Review of the energy policies and the measures against global warming

v Promotion of the integrated reform of the social security and tax system
(Prioritization and functional strengthening of the social security benefits,

e —

gradual raises of the consumption tax rate and a new system for child-raising)

v Immediate electricity supply-demand measures

v’ Re-establishment of the energy structure which is safe, stable, inexpensive and
environmentally friendly

v’ Re-examination of the measures against global warming along with the review
of the energy policies, and establishment of a fair framework to deal with
global warming

~

Every possible measure will be taken on a multi-year basis against a strong yen and support for domestic industrial locations. In addition, we will endeavor to revitalize the

- Overcoming the deflation
- Correction of a one-sided strong yen and
countermeasures against a rapid strong yen
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1. Macroeconomic management under a situation where the public burden increases

- In the short-term future, increases of the social security and tax burdens as well as
energy prices are predicted. We expect a positive effect of the measures for economic

growth including the reconstruction demand, economic partnership and reduction of the

corporate effective tax rate.
—lt is essential that we must streamline the social security benefits, maximize the

economic expansion effect of fiscal expenditures and steadily implement measures for

economic growth.

2. Aggravation of the Euro debt issue and repercussions to the emerging countries

—>If the crisis turns into a reality, we must promptly respond to the situation in
collaboration with other countries.

3. Expansion of income outflow due to increased fuel imports after the suspension of the

nuclear power stations




4. “Aggressive” countermeasures against the industrial hollowing out -Development of new industrial fields -

I M The main strategy is to achieve an economic shift, realizing development of new industrial fields and creation and expansion of new value added.

“Aggressive” countermeasures against the industrial hollowing out \
< High value-added fields that are resistant to exchange fluctuations and that can
/" generate global demands>

<Industrial fields that stimulate potential demand, such as a green industry and a life-

related industry>
Healthcare industr New energy industr Fields that can maintain a
. . y gy .y Creative industry comprehensive strength and Fields that can Global niche top fields (high-
(medical and nursing (rechargeable batteries . . e . .
. . . (local resources such as can gain a considerable maintain high brand functional materials,
care and health-related and electricity-saving . e
. . agriculture and foods) credibility (infrastructure, next- strength components, etc.)
services) services) )\ . .

_ generation vehicles, etc.)

1 [
Development of new industries that can generate employment and development of overseas markets

1. Development of new industries that can stimulate potential | 2. Generation of global demands 3. Innovation
demands . .
v’ Development of overseas markets including the export of .
frastruct 4 Cool J v’ Support for business start-ups and ventures
v’ Examination of a new support framework (concentrated Infrastructure and Loof Japan _ _ v Development of future pioneering technologies
. . . . . v' Formulation of global rules through economic partnership v .
implementation of policies (such as tax, finance and v Return of overseas profits Support for technological development and
relaxation of regulations) for the new industrial fields) v Support for overseas development of small and medium technological succession in manufacturing
v’ Review of social regulations, etc. enterprises companies, etc.

Promotion of effective use of the valuable financial assets of the people  Cultivation of human resources that support the shift in industrial structure

v'Reform of the education and employment system in order to develop world-class
human resources and a middle class

v'Expansion of occupational training programs to eliminate mismatch in employment

v'Realization of flexible ways of working, which are suitable to new industrial fields

v'Promotion of overseas M&A and procurement of resources (leveraging on the strong

yen)
v'Supply of risk monies from pension funds, etc.

<Image of the economical revitalization through development of new industries> <Social conversion that supports development of new industrial fields and the shift
Stimulate domestic potential Generate global demands in industrial structure>
demands
- Wages commensurate with productivity + entry of women and elderly people into
the labor market
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