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The Japanese Economy
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In the first half of 2009, Japan’s economy was severely impacted by the
global financial instability that began in the fall of 2008. In the third quarter
of the year, the GDP started expanding again. One reason was a quick
rebound in exports to Asia as their economies started recovering because of
large economic stimulus programs in China and other Asian countries. The
economy also benefited from actions by the Japanese government to increase
domestic demand and create jobs, which resulted in an upturn in sales of
automobiles, home appliances and other products. As a result Japan's GDP
hit bottom in the April-June quarter. However, housing investments fell
sharply due to high unemployment and low personal income and capital
expenditures remained weak as well. The result was a real GDP growth rate
of negative 5.2% in 2009.

Production
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Steel demand in the first half of 2009 was weak as the global economic
recession brought down domestic demand and exports. In the second half,
domestic demand was supported by a recovery in the automotive sector and
there was a large volume of steel exports, mainly to Asia. Although monthly
crude steel production exceeded 8 million tons during the last five months of
2009, crude steel production for the year was down by 26.3% to 87.53
million tons. This was the second consecutive year-on-year decline and the
lowest production volume since 1969.

Domestic Supply and Demand
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Domestic demand for steel based on orders received for ordinary steel
products was down by 29.7% in 2009, the second consecutive year-on-year
decline and the biggest annual decrease ever recorded. In the construction
industry, orders remained lackluster in both the civil engineering and
building sectors.In the manufacturing sector, orders for ordinary steel
products fell to a record low as steel-consuming industries cut inventories. In
the second half of 2009, orders increased because of the completion of
inventory reductions or significant progress made. However, orders were
lower for the year because of the big first half downturn.

For specialty steel as well, orders were lower for the second consecutive
year, falling by 38.6% from 2008. The decrease was mainly attributable to
large declines in first half orders from the automobile and industrial
machinery industries as companies reduced their inventories.

Steel Trade
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In 2009, total iron and steel exports from Japan decreased by 9.7% to
34.44 million tons, the first decline in four years. Exports were sluggish in
the first half because of the global economic recession. But monthly steel
exports recovered to the 3 million ton level in the second half as exports to
Asia rebounded. South Korea was the largest buyer of these exports,
followed by China, Taiwan and Thailand.

Total iron and steel imports were down for the second consecutive year,
falling by 42.2% to 4.61 million tons. Imports of ordinary steel products
decreased to 2.49 million tons, the second consecutive year of decline,
because of soft domestic demand. South Korea accounted for the largest
share of ordinary steel imports followed by Taiwan and China. These three
countries accounted for 96.1% of Japan’s total steel imports.
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The Steel Industry of Japan 2010

Energy and Environment
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The Japanese steel industry is taking actions to further improve its energy
efficiency, which is already the world’s highest. In addition, Japanese steel
companies are dedicated supplying eco-processes, eco-products and
eco-solutions on a global scale while using Japan as a production and R&D
base and deepening industrial ties with manufacturers. By taking these
actions, the Japanese steel industry is determined to contribute to economic
growth and job creation in Japan and combat global warming.

Collectively, initiatives involving eco-processes, eco-products and
eco-solutions have reduced annual CO2 emissions by approximately 66
million tons.

Equipment and Technology
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The needs of companies that use steel products are becoming more diverse
and exacting year after year. In response, steelmakers are constantly
developing high-quality products and environmental technologies while
further upgrading the productivity of all manufacturing processes. In
addition, the Japanese steel industry is combating global warming by
recycling waste plastics, used tires and other materials.

Going one more step, fiscal 2008 was the beginning of a project called
COURSES0 (CO:2 Ultimate Reduction in Steelmaking Process by Innovative
technology for cool Earth 50), which has the goal of achieving a substantial
reduction in CO2 emissions associated with ironmaking by 2050.

Financial Affairs
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Total sales in the Japanese steel industry are expected to decrease in fiscal
2009 for the first time in eight years. In the fiscal year’s first half, internal
and external demand for steel plummeted because of the global economic
recession that followed the September 2008 financial crisis. In the second
half, an increase in steel exports and a recovery in sales to manufacturers are
expected. Although earnings are benefiting from cost-cutting programs and
the lower cost of iron ore and coal, aggregate steel industry ordinary income
is expected to be a loss in fiscal 2009 for the first time in 11 years. Capital
expenditures are expected to remain above 700 billion yen as Japanese
steelmakers continue to upgrade blast furnaces and invest in other large-scale
projects.

Industrial Relations
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The workforce in the Japanese steel industry was 195,000 in 2009.
Furthermore, average monthly working time was down significantly, falling
from 172.7 hours in 2008 to 151.4 hours in 2009 mainly because of lower
production volume in the year’s first half of fiscal 2009.

Overseas
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The financial crisis that started in 2008 caused the global economy to
continue to weaken in the first half of 2009, particularly in industrialized
countries. Signs of a recovery appeared in the second half due in part to
economic stimulus measures. However, global crude steel production was down
for the second consecutive year. China accounted for the largest share of crude
steel production, followed by Japan, India and Russia. India rose to third place
in 2009 and the United States fell to fifth place. Crude steel output continued to
increase in China despite sharp declines at other major steel-producing
countries. As a result, China’s share of global output rose to 46.4%.



