Industry Monitor

August . 20 . 2001

Vol .1 High-tech Sector

Government to Promote Robot Industry

TheMinigry of Economy, Tradeand Industry will ear nestly promote the development of therobot
indugtry asit seesthisasone of theimportant driversof Japan’seconomy. Thefocuswill beon
developing sensor, and audio and video recognition technologies, in addition to making robots more
compact, ver satileand lightweight. Plansalso include subsidies for robot development and revision of
lawsto promote theindustry. However, theimmediate outlook isbleak. Robot shipmentsfel 26% in
thefirg half of the year and weredown 38.7% in the second quarter. Orderswere down 51%.

Computer Virus Becoming a Serious Problem

Thenumber of companiesreporting computer virusinfection in August doubled from the previous
month to 1,711 (asof August 15), according to IPA, an industry body.  If thetrend remains
unchanged, the number of caseswill easily top therecord high of 2,440, reported in December 2000.

Information Service Industry Sales Rise 4.5% in FY2000

Information serviceindustry salesin FY 2000 rose 4.5% year-on-year to ¥10.6 trillion, according to
Japan Information Service Industry Association.  Thissector now accountsfor morethan 2% of
Japan'sGDP. Of thetotal software development represented ¥6.5 trillion (Custom software: ¥5.6
trillion, Package software: ¥900 billion). Software development demand isbeing driven by aggressive
investment in I T systemsby thefinancial and telecommunications sector and by the gover nment.
Demand isexpected to stay favorablefor the foreseeablefuture, the association said. Last year 16
infor mation servicesfirmswent publicin Japan.

Electronic Component and Device Production Plunges in May

Production of eectronic components and devicesin May plunged 16.6% year-on-year and 4.5% from
the previousmonth to ¥771.7 billion, according to JEI TA, an industry tradebody.  Production of
eectronic componentswas down 18.9% and that of electronic devicesfell 15.4%. Asaresult
cumulative output (to May) of ectronic componentswas down 10.2% and that of electronic devices
fell 4.2%. Manufacturersdo not expect a pickup in the second half. M aj ority fedsthat recovery will
havetowait till next year.

Japanese Component Manufacturers Face Hard Times in SE Asia
Japanese component manufacturersproducing in SE Asa are facing intensfying competition from
China, with ordersdown anywhere between 25-30%.
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Touch Panel Demand to Grow

Input device manufacturer sarefocusing on touch panelsto copewith the expected demand growth
for touch pand applicationsin PDAs, ATMS, FA devices, POS, and mobile communication terminals.
Global demand isexpected to grow at an annual rate of about 20%.

SPE Orders Stay Sluggish in June

Ordersfor Japanese-made semiconductor production equipment fdl 25.3%. Domestic orders
plunged 31.5%, duein part to markedly high level in June 2000. The only bright spot was mask
reticuledevices. Thegain isattributed mainly to progressin system-on-chip technologies.

ISPs Slash ADSL Service Rates

Following the announcement of cut rate ADSL service by Yahoo, | SPsare dashing rates. Monthly
ratesthat werelargely at the¥5,000 level have comedown tothe¥3,000level. Major providers,
including KDDI, NTT Communications have kept their ratesat around ¥3,800. Yahoo isthe cheapest
offering ADSL monthly rate of ¥2,280. Medium to small size| SP’'Saredashing ratestoretain
customers. Introduction of broadband compatible PCsfrom summer modésis expected toincrease
demand for ADSL service.

Govt. and NTT at Odds Over NTT’s Capital Interest in Telecommunications Subsidiaries
TheMinigry of Public Management, HomeAffairs, Postsand TdecommunicationswantsNTT to
lower itscapital interest in NTT Docomo in order to promote competition in the telecommunications
sector. However, NTT takesthe stancethat theissueisthat of shareholder interest. NTT isscheduled
to submit avoluntary plan to promote competition in theindustry. NTT has64% interest in NTT
Docomo and NTT Communicationsisawholly owned subsidiary. The ministry haswarned that it
will rgect any NTT plansthat are short of its expectations.

Govt. Considering Restrictions on Carriers Entry Into Peripheral Services
Measuresunder consider ation among other sinclude separ ation of har dware and softwar e businesses
at tdlecommunications carrier swith widespread networks, restrictions on entry into broadband
contentsdistribution business,

Cell Phone Shipments Slow in June
Cdl phone shipmentsin Junefel 5% year-on-year in Juneto 4.32 million units. Risng diffusion rate
combined with duggish replacement demand isto blame, according to JEITA, atrade association.

Demand for Clothes Driers Surges

Demand for washing machine cum drier issurging. About 150,000 unitswere sold in fiscal 2000 and
the market isexpected to reach about 400,000 unitsin the current fiscal year. Clothesdrier is
emerging asanew major item in white goods sector.
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