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Japanese Imported
Car Market

e Resumption of Imported Automobile Sales

After World Warll, automobile import firstly resumed in 1948 under
the foreign currency allocation system. However, at that time, only
automobiles for special uses such as ambulances, and vehicles for
media and tourists were allowed to be imported, so most of foreign
cars were those disposed by the American military.

Furthermore, to accelerate the economic recovery, governmental
policy was stipulated that only vehicles manufactured in Japan could
be procured for official use. The emphasis was on promoting export
while restricting import. As a result, imported car owner was
effectively limited to a small number of wealthy and privileged
people.

e Imported Car Market Shaken by Boom and Bust

With elimination of the foreign currency allocation system in
October 1965, finished car import was liberalized and the imported
car market began to develop in earnest.

Imported car sales since 1966 went from a 10,000-unit level (which
had been maintained since 1964) to a 20,000-unit level in 1972 and
then to a 30,000-unit level in the following year. Despite the impact
of the first oil crisis, sales reached to a 40,000-unit level in 1975 and
imported car sales peaked temporarily with 60,000 units in 1979.

Factors contributing to the development of the imported car market
at that time included elimination of customs in 1978 and appreciation
of the yen against foreign currencies. However, with the onset of the
second oil crisis in 1980, the economy suffered from a downturn,
global concern grew for energy conservation, and the dollar
appreciated sharply. These factors, combined with the product
quality problems of American automobiles, pushed the market back
down to the 40,000-unit level. American cars in particular suffered
from severe setbacks - the demand fell to one-tenth that of the peak
level. As a result, many importers withdrew from the Japanese
market.

From 1980, the downturn in imported car sales showed a sign of
becoming chronic. For four consecutive years until 1984, sales were
lower than the preceding year. The market hit the bottom in 1983
shrinking to 35,286 vehicles.

e Imported Car Market Enjoys Dramatic
Expansion

After the severe setback, the imported car market finally began to
recover in 1984 when it returned to the 40,000-unit level.
Furthermore, from this time Japanese trade imbalances with the
United States and Europe became a source of international discord,
and “ Action Program to Promote Import” announced by the
government in 1985 was a catalyst for turning imported automobile
sales around and marked an advent of a new era for the imported
automobile.

Following an announcement of an action program, imported car
sales leaped forward with 50,172 vehicles in 1985, 68,357 vehicles in
1986, 97,750 vehicles in 1987, 133,583 vehicles in 1988, 180,424
vehicles in 1989, and 221,706 vehicles in 1990.

Many factors contributed to a growth of the imported automobile
market including governmental efforts based on the action plan to
eliminate “ Non-tariff barriers” by reforming the standards,
certification, and automobile-related tax systems. Other factors that
can be cited include aggressive efforts on the part of foreign
automobile manufacturers to enter the Japanese market, lower
prices and interest rates on automobile loans, the expansion of sales
networks, and the participation of domestic automobile
manufacturers in the imported car market (i.e., through import of
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overseas manufacturers’ products as well as their own foreign-built
models).

e Market Environment Changing, First Drop
in Sales in Eight Years Resumption of
Automobile Import

1990 was a watershed year for the imported car market, which
grew so rapidly as a result of the factors mentioned above. The
changes underway in the market included depreciation of the yen,
rising official bank rate, and the Persian Gulf Crisis.

As a result, some imported automobile prices and automobile loan
interest rates rose. Furthermore, the Japanese economy as a whole
seemed increasingly to head for a slowdown as stock prices crashed
and real estate prices continued to slide. Japan closed out its
second long-term economic boom since the end of World Warl .
This was a collapse of so-called bubble economy. In addition to it,
other factors also contributed to the slowdown in automobile sales
such as revising and strengthening the Garage Act in 1991, shortage
of parking places, and soaring fees.

These environmental factors had a profound influence on imported
car sales with the result that 1991 marked an end to a period of
sustained growth, which began in 1984. In 1992, sales fell again,
and a negative growth was thus recorded for two years consecutively.

e The Imported Car Market: Facing New
Challenges

Under these circumstances, the problem of the international trade
imbalance with the emphasis on trade in automobiles arose again,
and the need to increase import to Japan was further emphasized.
In 1992 and 1993, the government embarked on a new policy to
support car import addressing the discriminatory factors against
import and improving the industry’s backing.

In 1993, appreciation in the yen’'s value resulted in lowering
imported car prices, and this, together with the promotion of import,
induced Japanese car makers to boost foreign production for import
to Japan. There have also been a host of low interest auto loans and
other promotional campaigns as well as an increase in the sales
network starting with domestic dealers who handle imported cars. All
of these contributed to a recovery of year-on-year growth for the first
time in three years.

Imported car sales accelerated further in 1994. The total sales of
the year were significantly higher than the previous record in 1990
breaking through 300,000 units barrier for the first time. In 1995,
imported car sales rose to approximately 390,000 vehicles, which
figure showed an unprecedented market share of over 10% for the
first time. The up-trend continued till 1996 when sales surpassed
over 400,000 units and hit a new record for three consecutive years.

From 1997, however, due to an increase in the consumption tax
rate, the suspension of special income tax cuts, and (overall)
financial uneasiness, consumer spending was low. The import of
cars produced overseas by Japanese makers was suspended, and
higher prices for some imported vehicles stemmed from the weak
yen standing on a foreign exchange market. For two consecutive
years sales wedged in the previous year’s achievements.

In 1999 sales increased a little more than the 1998 record and in
2000 sales remained unchanged from the 1999 record (slight
shrinkage). The sluggish imported automobile sales hit bottom.
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Governmental Policies to
Expand Automobile Import

The Japanese economy was centrally controlled during the
postwar period, and passenger car import was not liberalized until
1965. Tariffs lowered in 1978 making Japan the only advanced
industrialized nation by abolishing all import restrictions and tariffs.

Foreign countries facing serious employment problems criticized
Japan with a reaping trade profit for the closed market, and
demanded to open it.

Therefore, the expansion of import became a major national
priority in Japan. Import expansion measures included four
economic packages that have been introduced since 1992 and that
in 1994 the government adopted a foreign economic reform master
plan which was called for further efforts to increase import carrying
out an import expansion action plan.

The main import expansion measures relating to automobiles are
described as below.

e Tax System for Promoting Imported Product

This system was introduced as a core of general import promotion
measures for the purpose to fill the deficit caused by expansion of
import with such systems as accumulation of market development
fund, tax deduction and additional depreciation system. Initially, the
government planned to implement the system over a three-year
period, but it has been extended each time and will continue to be
implemented until March 2002. The system also applies to some
types of automobile parts. However, the accumulation of market
development reserve was abolished in March 1997. In 1999, the
system of an increase in the limit amount of tax deduction and of
additional depreciation was abolished.

e Finance Policy by JDB and JEXIM

The Japan Development Bank established an “ Imported Facilities
Enhancement” loan to provide funds for the acquisition and
improvement of sites and facilities for use in import expansion while
the Export-Import Bank of Japan created a system of “ Loans to
Promote the Import of Manufactured Goods,” under which finance
was provided for the importation of manufactured goods. Finance
policy under these schemes was provided with favorable interest rates.

e Import Promotion Plans Targeted
Toward Assembled Vehicles and Parts

The automobile sector is in focus of particularly strong pressure on
improved market access. Since 1993, the government has positively
intensified implementing concrete import promotion projects through
Japan External Trade Organization(JETRO), including imported
automobile shows in major cities and test-ride events (held jointly
with JAIA) as well as an establishment of permanent imported
automobile showrooms, automobile parts missions, provision of
training about “ design-in” system and support of parts
conferences.

The Japan-U.S. Automobile and Parts Agreement concluded
in1995 expired at the end of 2000. While the US government
required extending the term of validity of the agreement, the
Japanese government insisted that the agreement had accomplished
the role. As a result, it didn't come to the conclusion. However,
countermeasures will be discussed over again under the Bush
administration.
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Distribution of Imported Car

e Import Flow

Passenger car import is either (1) direct import from the overseas
manufacturer (manufacture agreement import) or (2) import through
overseas dealers (parallel import).

Manufacture agreement import includes only new cars, but parallel
import includes both new and used cars.

e Distribution Channel

The most common types of distribution channel for new cars
include (A) import of cars directly from the manufacturers by dealers
with nationwide sales networks, (B) purchase of cars from the
importers, which are then sold by agencies and local representatives
through distributors, and (C) car sales through nationwide, directly-
managed dealer offices and branches as well as through agencies
and local representatives.

In recent years, foreign manufacturers have founded increasingly
their affiliated companies as importers in Japan.

Also, parallel importers have no representative agreements with
manufacturers, therefore, they purchase cars for import from
overseas dealers, etc.

e Procedures from Import to Registration

Generally, affiliated companies and Japanese importers that have
a direct contract with manufacturers, firstly place a temporary order
for a year, then they place an actual order to the head office
depending on the demand in Japan.

Since the Japanese car market is in a second place following the
American one, it has a great significance for foreign manufacturers.
Therefore, manufacturers establish a special production department
for models that have a prospect of large sales in Japan so that they
can export vehicles which meet Japanese regulations and suit the
actual situation of transportation and Japanese marketing.

O00D00000000D0DOOO0ODFlow of Passenger Car Import and Distribution Channel
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Finished vehicles are transported to a port for shipping with
coating to protect the body from dust and salt breeze in transit.

It takes about 2 weeks for a ship loaded with vehicles from the
U.S. and a month and a half from Europe to Japan. Those vehicles
are transported to a maintenance workshop after the customs
clearance procedures are completed, which takes about 1 day. (In
some cases, after the customs clearance procedures, vehicles are
left in a port due to an arrangement of transportation and some
change on the schedule.)

After the vehicles are brought in the maintenance workshops of
affiliated companies and importers they check and repair scratches
made in transit, make minor adjustments, exchange the parts and
control the quality of the product. Firstly, they remove the waxed
coating from the vehicles by steam-washer and then, according to
the Japanese quality standards chart, check out scratches, finish of
the interior and exterior, fitting of the doors and trunks and
protuberant difference between bonnet and fender, and fender and
doors. Adjusting, repairing and polishing is made in accordance with
the above check-up results.

After a user buys a vehicle, which is merchandised through the
above process (approved in the Vehicle Certification System), the
vehicle is inspected at the Land Transport Bureau according to the
Vehicle Inspection System and registered on license registration file
after paying taxes. Then a numberplate is issued and sealed. The
vehicle can be driven on public roads after all those procedures are
completed.

00000000000 DOOProcedures from Import to Registration
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Certification procedures for imported automobiles in Japan have
three systems presently, the “ Type Designation System,” the
“ Type Notification System,” and the “ Preferential Handling
Procedure for imported motor vechicles.”

0000000000000 000OOOdFlow from Application to Registration

Office, etc.
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1. Type Designation System

This system applies to passenger vehicles, etc. sold in large
quantities in Japan. It suffices for the type designated vehicles to be
inspected by the importer, etc. at the time of completion, eliminating
the need to submit actual vehicles for the subsequent inspections.
Under the current system, examining sample vehicles and documents
as well as manufactuer's quality control system for uniformity of
products at the time of applying for Type Designation beforehand
allows such simplified procedures as described above.

We have further simplified and streamlined the system in response
to European and American demands, adopting such measures as
dispatching examiners to overseas automobile manufacturers and
supplementing test items at designated foreign vehicle testing
organizations.

Moreover, the Japanese government acceded to the UN/ECE 1958
Agreement in November 1998, in response to the increase in the
international trade of automotive devices and the standardization of
devices in the domestic market. The agreement is aimed at the
harmonization and mutual recognition of the standards, which entailed
an introduction of the type designation system of devices in Japan.
Under this system, inspection of the type designated devices is
waived in the examination procedure for obtaining vehicle type
designation in Japan.

2. Type Notification System

This system has been utilized widely for large-sized trucks and
buses in which a wide variety of specifications is reguired. Under this
system, sample vehicles are submitted for inspection. When initial
inspection is conducted at a later date, equivalence of each actual
vehicle with the sample vehicle is verified, and examination of quality
control system is eliminated accordingly.

3. Preferential Handling Procedure for Imported
Motor Vehicles(P.H.P.)

The Preferential Handling Procedure for imported motor vehicles
has been provided to promote imports of vehicles and applies only to
imported vehicles which are sold in small quantities in Japan. This
system follows an even simpler procedure than the Type Designation
System, because the requirement to submit sample vehicles for each
imported vehicle has been omitted, and the documentation that must
be submitted has been simplified.

The number of vehicles that may be sold according to this
procedure is limited to 2,000 per year and vehicle type. On condition
of an early transfer to the Type Designation System, the limit is
widened to 3,000 per year and vehicle type.

Vehicle Inspection System

The Vehicle Inspection System is a system for conducting periodic
inspections to determine whether automobiles meet the “ Safety
Regulations” stipulated in the Road Vehicles Act.

In the case of passenger vehicles, initial inspection is conducted at
Land Transport Offices, etc.

First inspection certification is valid for three years. For “ Type
Designation” vehicles, the vehicle does not have to be presented
for actual inspection by submitting the certificate of inspection issued
by the manufacturer etc. In the case of “* Type Notification” or the

“ Preferential Handling Procedure” vehicles, it is necessary to
present the vehicle to confirm whether or not it meets the prior
certification.

Renewal inspections (second and subsequent) are conducted
every two years. Vehicles may be inspected at Land Transport Office
or at the service shops licensed by the government to conduct such
inspections.
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Automobile Registration System

The automobile registration system is based on the* Road
Vehicles Act” and requires that the vehicles (excluding mini-sized
vehicles, special small vehicles and small motorbikes) obtain
registration number plates and be registered in the vehicle file.

When registering a new vehicle at a Land Transport Office, the
applicant must provide proof of ownership and proof of import for the
vehicle together with the application forms, and show the vehicle.

However, “ Type Designation” vehicles are exempt from the
requirement of showing the actual vehicle by submitting the
completion inspection certificate.

Newly registered vehicles will receive a new registration number
plate, and the plate will be sealed by an authorized sealer.

“ Type Designation” vehicles, which need not be shown, may have
registration number plates sealed by the dealers who have been so
authorized by the Land Transport Office.

Promoting the Internationalization
of Standards and Certification

Efforts are being made at the World Forum for the Harmonization
of Vericle Regulations (WP29) for the international harmonization of
automobile safety & environment standards.

The UN/ECE 1958 Agreement is valid in Europe, where the
international distribution of automobiles and international transport
are well established. In 1998, Japan became the first non-European
country to accede to the UN/ECE 1958 Agreement, and facilitates
the adoption of ECE standards as Japanese ones. Currently, the
UN/ECE 1958 Agreement comprises 37 countries and one region.

In addition,” Global Vehicle Technical Agreement” (Global
Agreement) for automobile standardization was agreed among
Japan, US and Eurpoe in 1998, and Japan acceded to“ Global
Agreement” in August 1999. The Agreement was expected to take
effect in August 2000.

In consideration of the development of internationalization in the
automobile industry toward the 21st century, the Japanese
government is appealing to the international community to realize a
standards harmonization system comprising even more countries.

e JASIC

The Japan Automobile Standards Internationalization Center
(JASIC) was founded in 1987 by the government and related
organizations in the private sector, for the purpose of assisting the
activities related to international harmonization of standards and
mutual recognition of vehicle certification which the Japanese
government promotes. In 1988, JASIC established an Office in
Geneva and Washington Office in 1998.

With the help of its foreign offices, JASIC carries out the activities
to present the Japanese views at the concerning international
assembly. Also, JASIC has been examining and cooperating, with
the relating experts, regarding the adoption of ECE standards.

In future from a viewpoint of establishing global standards, JASIC
will study and propose the harmonization of regulations in additon to
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Automobile Insurance

the proposals for ECE standards.

Furthermore, JASIC patrticipates in the conferences in Asia on the
theme of international harmonization, with a view to strengthening
the cooperation with various governments.

JASIC issues translations of the national and international
regulations in order to facilitate the above-mentioned activities
smoothly.

Automobile Insurance in Japan

Automobile insurance includes* Compulsory automobile liability
insurance (compulsory insurance)” required for all automobiles
according to Automobile Liability Security Law and“ Voluntary
insurance” that covers damages caused by possessing and driving
vehicles.

The compulsory automobile liability insurance covers damages for
people such as a doctor’s fee, compensation and expected profit lost
by a death, injury and after-effect of an injury. The voluntary
automobile insurance includes coverage for bodily injury liability, for
property damage liability, for self-incurred personal accident and
protection against uninsured automobiles, for passengers' personal
accident, and for vehicle's own damage.

Automobile insurance was liberalized in July 1998. Following the
revision of the Low Concerning Non-Life Insurance Rating
Organizations, the Automobile Insurance Rating Organization of
Japan shall estimate only the rate for reference that its member's
insurance corporation has no duty to observe. Since the
liberalization, non-life insurance companies sell various kinds of
insurance.

In January 1999, vehicle insurance followed a system which a
premium rate was set up by a model, regardless of the model year,
for the purpose of simplifying the calculation of the premium rate for
a new type of vehicle, which premium rate used to be set up based
on its price.

0 The insurance premium classification system, which a specific
premium rate is imposed on per vehicle type, has been in place since
July 1988.00

0ooooo
Coverage for Bodily Injury Liability

O00D00oO0o0oOoooOooooo
Compulsory Automobile Liability Insurance (compulsory insurance)

gooooo
j Coverage for Property Damage Liability

00000000000 )
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Coverage for Self-Incurred Personal Accident

Voluntary Automobile Insurance ]

Ooooooooo
Protection Against Uninsured Automobiles
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Coverage for Passengers' Personal Accident

ooono
Corerage for Vehicle's Own Damage




00000000 Five Taxes imposed on Private Passenger Car Owners
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Tonnage Tax
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Automobile Tax

Gasoline Tax

Engine Size Annual Tax

[129,500/year [053.8/liter

034,500/year
039,500/year
045,000/year
051,000/year
(058,000/year
066,500/year
076,500/year
(188,000/year
0111,000/year

e Greening of the Automobile Tax System

For FY 2000 and 2001, the special measure stated below started
to implement on the assumption of tax balance. The tax rate will be
reduced for such environmentally friendly newly registered vehicles
as low emission vehicles and fuel-efficient vehicles, according to the
emission standard. On the other hand, the tax rate will be imposed
heavily on environmentally unfriendlly vehicles, which have been
used the fixed period (1lyears for diesel engine vehicles and 13
years for gasoline engine vehicles) since the initial registration.



0000000000000 Transition of Newly Registered Imported Vehicle

Country  Manufacturer 1996 1997 1998 1999 2000
Quantity Share(%) Quantity Share(%) Quantity Share(%) Quantity Share(%) Quantity Share(%)
U.S.A. General Motors Total 22,101 5.62 19,692 5.77 17,596 6.62 16,201 5.97 10,796 4.03
Cadillac 3,563 4,179 4,384 3,584 2,547
Buick 748 38 18 10 11
Pontiac 474 180 22 26 26
Chevrolet 5,845 5,875 6,369 6,001 4,901
Toyota 11,467 9,406 6,796 6,575 3,300
Other 4 14 7 5 11
Ford 14,713 3.74 8,853 2.59 4,426 1.66 2,689 0.99 2,536 0.95
Chrysler 16,170 4.11 14,432 4.23 8,318 3.13 6,377 2.35 7,469 2.79
Saturn 602 0.18 1,375 0.52 1,345 0.50 1,002 0.37
BMW 3,362 0.98 3,291 1.24 3,047 1.12 2,713 1.01
Mercedes-Benz 788 0.30 2,239 0.82 2,112 0.79
Honda U.S.A. 47,893 12.17 29,968 8.78 8,750 3.29 15,596 5.75 6,669 2.49
Mitsubishi 1,272 0.32 672 0.20 534 0.20 131 0.05 37 0.01
Toyota 20,152 5.12 5,566 1.63 4,085 1.54 1,267 0.47 4,730 1.77
Nissan 217 0.06 167 0.05 91 0.03 57 0.02 32 0.01
Isuzu 4,204 1.58 4,686 1.73 4,098 1.53
U.S.A. Others 41 0.01 30 0.01 4 1 2
Total 122,559 31.15 83,344 24.41 53,462 20.11 53,636 19.76 42,196 15.76
Canada Canada Honda 2,915 1.07 3,949 1.47
U.K. Rover Total 27,254 6.93 27,508 8.06 16,277 6.10 14,266 5.26 6,025 2.25
Rover 26,595 27,149 15,995 14,108 5,864
Honda 186 6 3 1
Other 473 353 229 158 160
Rolls-Royce Total 156 0.04 127 0.04 125 0.05 92 0.03 107 0.04
Rolls-Royce 62 51 68 43 42
Bentley 94 76 57 49 65
Jaguar Total 2,686 0.68 2,529 0.74 2,064 0.78 2,413 0.89 2,944 1.10
Jaguar 2,451 2,378 1,927 2,341 2,852
Daimler 235 151 137 72 92
Lotus 322 0.08 364 0.11 249 0.09 194 0.07 277 0.10
Morgan 41 0.01 23 0.01 19 0.01 10 11
Aston Martin 58 0.01 25 0.01 17 0.01 14 0.01 17 0.01
Nissan 124 0.03 1,188 0.35 611 0.23 20 0.01
U.K. Others 192 0.05 182 0.05 101 0.04 58 0.02 a7 0.02
Total 30,833 7.84 31,946 9.35 19,413 7.30 17,067 6.29 9,428 3.52
F.R.G. VW Total 60,306 15.33 60,130 17.61 50,397 18.96 53,608 19.75 65,453 24.44
VW 50,290 49,340 41,515 47,179 58,481
Audi 10,016 10,790 8,882 6,429 6,972
BMW 36,196 9.20 32,936 9.64 30,018 11.29 32,234 11.88 33,366 12.46
BMW Alpina 121 0.03 191 0.06 167 0.06 118 0.04 178 0.07
Mercedes-Benz 40,975 10.42 41,905 12.27 39,745 14.95 48,149 17.74 46,267 17.28
Porsche 1,900 0.48 2,386 0.70 1,487 0.56 1,414 0.52 1,767 0.66
Opel 38,339 9.75 34,397 10.07 24,223 9.11 19,433 7.16 15,318 5.72
Ford 6,296 1.60 5,130 1.50 2,570 0.97 2,689 0.99 5,123 1.91
smart 336 0.13
Total 184,133 46.81 177,075 51.85 148,607 55.90 157,645 58.08 167,808 62.67
France PSA Total 7,852 2.00 8,295 2.43 8,026 3.02 8,261 3.04 11,916 4.45
Peugeot 4,750 5,760 6,341 7,145 10,767
Citroen 3,102 2,535 1,685 1,116 1,149
Renault 2,648 0.67 1,964 0.58 2,128 0.80 3,077 1.13 2,175 0.81
France Others 2 3 3 1 1
Total 10,502 2.67 10,262 3.01 10,157 3.82 11,339 4.18 14,092 5.26
Italy Fiat Total 6,739 1.71 7,850 2.30 7,886 2.97 7,118 2.62 7,009 2.62
Fiat 2,832 3,293 3,361 1,601 1,802
Lancia 351 204 201 87 133
Alfa Romeo 2,970 3,738 3,859 4,925 4,443
Ferrari 578 605 455 499 621
Autobianchi 7 9 10 4 10
Bertone 1 1 2
Maserati 238 0.06 162 0.05 123 0.05 197 0.07 177 0.07
Lamborghini 56 0.01 a7 0.01 29 0.01 52 0.02 71 0.03
Zagato 2 2
Italy Others 26 0.01 14 12 2 1
Total 7,059 1.79 8,075 2.36 8,052 3.03 7,369 2.71 7,258 2.71
Sweden Saab 901 0.23 1,010 0.30 2,328 0.88 2,463 0.91 2,825 1.06
Volvo 24,037 6.11 19,072 5.58 11,020 4.15 10,370 3.82 11,638 4.35
Total 24,938 6.34 20,082 5.88 13,348 5.02 12,833 4.73 14,463 5.40
Australia Mitsubishi 1,434 0.36 968 0.28 1,037 0.39 707 0.26 482 0.18
Nissan 2 2
Australia Others 3
Total 1,436 0.37 968 0.28 1,037 0.39 712 0.26 482 0.18
Netherlands Mitsubishi 1,423 0.36 3,789 1.11 2,534 0.95 584 0.22
Volvo 803 0.24 5,286 1.99 3,828 1.41 3,928 1.47
Total 1,423 0.36 4,592 1.34 7,820 2.94 4,412 1.63 3,928 1.47
R.O.K Ford 1
Ssangyong 78 0.02 91 0.03 52 0.02 37 0.01 22 0.01
Kia 14 30 0.01 16 0.01 4
DAEWOO 25 0.01 813 0.30
Total 78 0.02 105 0.03 83 0.03 78 0.03 839 0.31
Spain Nissan 9,812 2.49 4,453 1.30 1,686 0.63 18 0.01 3
Mercedes-Benz 1,805 0.68 2,851 1.05 2,963 1.11
Total 4,453 1.30 3,491 1.31 2,869 1.06 2,966 111
Mexico Nissan 1 1
Other Imports 618 0.16 592 0.17 378 0.14 561 0.21 358 0.13
Passenger Car Total 393,392 100.00 341,495 100.00 265,848 100.00 271,436 100.00 267,767 100.00
Truck 34,104 23,378 9,982 6,772 7,675
Bus 29 9 39 17 10

Grand Total 427,525 364,882 275,869 278,225 275,452
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(Quantity)
400,000 393,392
362,265
341,495

300,000 )

Small-sized .

276,161 265848 43,7767
Standard-sized
221,706
200,000 197,184 195,090
180,424 181,417
133,583

100,000 97,750

68,357
50,172

60,161
43,000 109 44,871 41,982
e 39,432 43,090 41,218 41,565 3,110 35515 35286 T

24,398
12783 15317 15528 17,311 16,747 18,801

0 1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
Small-sized 10,578 9,823 11,393 15436 17,313 20,946 20,741 19,946 20,009 26423 31,272 25012 20,856 21,164 19,632 23,564 30,227 41484 59,578 81454 96,765 109,696 89,956 76,833 74,893 80,955 104,824115,623117,314 79,137 49,077 37,616
Standard-sized 6,733 6924 7408 8962 14,284 18486 22,349 21,272 21,556 23,509 28,889 19,859 17,254 14,352 15654 18,418 19,945 26,873 38,172 52,129 83,659 112,010107,228 104,584 120,197 195,206 257,441277,769 224,181186,711 222,359230,151

Note: The figure for 1966 shows the period from March to December.
The figure for 1966 through 1968 is not classified into small and standard sizes due to incomplete data for that period.

O00D00000D00DODO0O DO Growth Rate in Registered Imported Passenger Car Compared to Previous Year
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000000000000 Od  Quantity and Total Value of Imported Passenger Car

O Unit: one million yen

1996 1997 1998 1999 2000
Quantity Total Value Quantity Total Value Quantity Total Value Quantity Total Value Quantity Total Value
U.S.A. 142,351 292,951 91,442 197,260 58,198 149,034 50,924 110,729 43,073 98,775
U.K. 40,704 82,777 47,295 95,374 21,141 45,825 15,063 37,701 14,695 35,397
F.R.G. 163,859 544,140 151,987 485,931 131,187 405,683 121,141 403,391 132,493 418,402
FRANCE 7,381 11,508 6,957 11,696 6,529 11,451 7,386 11,245 10,432 15,009
ITALY 7,871 19,106 10,399 23,839 6,083 15,691 8,327 24,739 8,389 23,797
SWEDEN 8,975 26,549 7,557 21,614 5,394 18,091 3,833 12,533 6,641 21,825
EU 288,420 804,669 272,781 736,172 205,209 566,368 196,455 570,228 199,803 577,333
OTHERS 8,867 17,118 6,291 13,377 5,388 10,061 12,357 26,051 40,706 73,029
TOTAL 439,638 1,114,738 370,514 946,809 268,795 725,463 259,736 707,008 283,582 749,137

Source: Ministry of Finance Customhouse Statistics
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0000000000000 0O0OOOAThe number of Newly Registered Japanese vehicle manufactured overseas

Country
U.S.A.

Canada
U.K.
Australia

Spain
Mexico
Netherlands

Manufacturer
Honda
Mitsubishi
Toyota
Isuzu
Total
Honda
Nissan
Mitsubishi
Nissan
Total
Nissan
Nissan
Mitsubishi
Total

Change from Previous Year (%)
Share(%) in the import market

Mexico
Thailand

Grand Total

Nissan
Mitsubishi

Change from Previous Year (%)
Share(%) in the import market

1993
26,880
248
7,955

35,083

868
966
46
1,012

36,963
147.8
18.95

15

36,978
147.8
18.35

1994
47,296
76
9,918

57,290

1,731
1,228

1,229
9,777

70,027
189.5
25.36

13,753

83,780
226.6
27.80

1995
50,694

1,014
32,899

84,607
1,420
2,281

2,281
13,568

101,876
1455
28.12

4,951

106,827
127.5
27.52

1996
47,893

1,272
20,152

69,317
124
1,434
2
1,436
9,812
1
1,423
82,113
80.6
20.87

8,569

90,682
84.9
21.21

1997
29,968
672
5,566

36,206

1,188
968

968
4,453

3,789
46,605
56.8
13.65

3,610
386

50,601
55.8
13.87

1998
8,750
534
4,085
4,204
17,573

611
1,037

1,037
1,686

2,534
23,441
50.3
8.82

358

23,804
47.0
8.63

1999
15,596
131
1,267
4,686
21,680
2,915
20
707
2
709
18
584
25,926
110.6
9.55

116

26,044
109.4
9.36

2000
6,669
37
4,730
4,098
15,534
3,949

482

482

19,968
77.0
7.46

19,970
76.7
7.25

00000000000 DOO0OOOThe number of Newly Registered Passenger Car by Prefecture

Hokkaido

Miyagi
Fukushima
Iwate
Aomori

Niigata
Nagano
Yamagata
Akita

Tokyo
Kanagawa
Chiba
Saitama
Ibaraki
Gunma
Tochigi
Yamanashi

Aichi
Shizuoka
Gifu

Mie
Fukui
Ishikawa
Toyama

14

1998

7,890

4,657
2,821
1,499
1,310

3,358
3,677
1,378
1,339

42,206
28,141
13,027
13,222
5,299
4,892
4,548
1,975

22,080
8,981
4,728
3,510
2,117
2,641
2,065

1999

7,936

4,434
3,028
1,379
1,423

3,376
3,726
1,557
1,219

43,768
26,453
13,326
13,816
5,400
4,873
4,278
2,089

22,630
9,442
4,450
3,862
2,009
2,628
1,997

2000

7,689

4,143
2,954
1,257
1,242

3,250
3,958
1,460
1,192

43,275
26,410
12,919
13,620
5,429
5,048
4,437
1,975

22,481
9,502
4,408
3,694
2,051
2,572
2,002

Osaka
Kyoto
Hyogo
Shiga

Nara
Wakayama

Hiroshima
Tottori
Shimane
Okayama
Yamaguchi

Kagawa
Tokushima
Ehime
Kochi

Fukuoka
Saga
Nagasaki
Kumamoto
Oita
Miyazaki
Kagoshima

Okinawa

TOTAL

1998

17,657
5,709
12,195
2,479
2,910
1,626

5,086
774
664

3,216

2,197

1,609
1,326
1,620

891

8,733

934
1,758
2,141
1,515
1,195
1,688

564

265,848

1999

18,298
5,648
13,023
2,552
3,198
1,675

5,112
836
760

3,473

2,401

1,673
1,376
1,757

884

9,255

947
1,801
2,384
1,555
1,274
1,913

542

271,436

2000

17,848
5,822
13,079
2,553
2,819
1,486

5,073
810
730

3,065

2,328

1,660
1,457
1,807

883

8,943

977
1,729
2,328
1,611
1,326
1,964

501

267,767



0d0d00ddooOoog2000030000  The number of Imported Passenger Car in Operation as of March 2000

Country Manufacturer
U.S.A. General Motors

Ford
Chrysler
Saturn
Honda

Isuzu U.S.A
Mitsubishi

Toyota

BMW U.S.A
M-Benz U.S.A

Others
Total

U.K. Rover Group
Rolls Royce

Jaguar
Lotus
Ford
Nissan
Others
Total

F.R.G. Volkswagen

Audi
BMW

Mercedes-Benz

Porsche
Opel
Ford
Others
Total
France Peugeot

Standard
87,003
73,798
74,543

1,273
226,974
8,542
2,746
109,775
2,400
3,135
392
590,581
49,320
4,330
25,043
980

7

6,691
86,371
87,846
65,026
257,300
438,837
32,316
54,592
19,784
38
955,739
9,965

Small Total Country Manufacturer Standard
17 87,020 France Citroen 11,511

209 74,007 Renault 4,883

30 74,573 Others 15
2,410 3,683 Total 26,374
31,305 258,279  ltaly FIAT 1,958
- 8,542 Lancia 5,296

2,902 5,648 Alfa Romeo 19,744

— 109,775 Ferrari 6,297

7,819 10,219 Autobianchi 1
— 3,135 Others 3,087

468 860 Total 36,383
45,160 635,741  Sweden Saab 12,165
128,679 177,999 Volvo 153,381
— 4,330 Total 165,546

— 25,043 Australia Mitsubishi 8,745

3,721 4,701 Others 22
145 152 Total 8,767
7,127 7,127 R.O.K. Kia 62
5,946 12,637 Others 219
145,618 231,989 Total 281
337,975 425,821 Spain M-Benz Spain 2,447
44,679 109,705 Nissan Spain 35,455
124,872 382,172 Total 37,902
28,559 467,396 Netherlands  Volvo 10,776
1,487 33,803 Mitsubishi —
133,780 188,372 Total 10,776
2,457 22,241 Others 4,410
145 183  Grand Total 1,923,130

673,954 1,629,693

33,658

Source: Automobile Inspection & Registration Association

43,623

Small
17,699
14,467
37
65,861
18,384
2,741
7,052
2,344
977
31,498
8,199
1,075
9,274
804
804
1,934
103
2,037

8,082
8,082
247
982,535

Total
29,210
19,350

52
92,235
20,342

8,037
26,796
6,297
2,345
4,064
67,881
20,364
154,456
174,820
8,745
826
9,571
1,996
322
2,318
2,447
35,455
37,902
10,776
8,082
18,858
4,657
2,905,665

0000000000000 OdThe number of Imported Passenger Car in Operation by Prefecture

Nagasaki
21,036 | Saga
13,371
Kumamoto Oita
30,299 18,675
Kagoshima | Miyazaki
22,175 16,176

—

~15,000 units

[ 15,001~30,000 units

[ 30,001~45,000 units

Og'fz‘i‘g'a [ 45,000 ~ units Aomori
s 17,593
Akita Iwate
15,859 18,966
Yamagata
18,449
Ishiz I:l Fukushima
Kawa 37,986
28,470 Niigata
. Toyama SUFE
Shimane | Tottori Fukui 22,929
vama- | 8045 | 10,000 20,366
guchi
22,838 Okayama
38,865 ) Yama-
Nara Z%h%ag nashi
32,163 ! 26,503
Ehime Kagawa
22,389 20,125
Waka- Mie
Kochi Tokushima yama -
11,540 14,948 19,663

Note: As of the end of March, 2000

Source: Automobile Inspection & Registration Association
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The number of Registered Used Imported Vehicle (Initial, Transfer, and Alteration)

0 100,000 200,000 300,000 400,000 500,000
T T T T T (Units)
1996 230,823 174,211 405,034 Small
Standard
1997 270,590 183,232 453,822
1998 293,032 183,659 476,691
1999 303,980 182,167 486,147
2000 329,937 181,359 511,296

000000000 ODOThe number of Newly Registered Passenger Car in Major Countries

1998 1999 2000 1998 1999 2000
unit share unit share unit share unit share unit share unit share

U.S.A. Italy

Total 8,141,721 100.0 8,698,284 100.0 8,846,966 100.0 Total 2,378,592 100.0 2,338,464 100.0 2,415,600 100.0

Domestic Cars 6,761,940 83.1 6,979,357 80.2 6,830,505 77.2 Domestic Cars 927,704 39.0 830,835 355 859,603 35.6

Imported Cars 1,379,781 169 1,718,927 198 2,016,461 22.8 Imported Cars 1,450,888 61.0 1507,629 64.5 1555997 64.4

Japanese Brand Cars 2,597,987 319 2,654,402 30.5 2,807,751 31.7 Japanese Brand Cars 145,950 6.1 170,148 7.3 197,260 8.2
U.K. Sweden

Total 2,247,402 100.0 2,197,615 100.0 2,221,647 100.0 Total 253,430 100.0 295,249 100.0 290,529 100.0

Domestic Cars 718903 32.0 624,151 284 629,210 283 Domestic Cars 38,398 152 90,407 30.6 81,986 282

Imported Cars 1528499 680 1573464 716 1592437 717 Imported Cars 215,032 848 204842 694 208543 718

Japanese Brand Cars 337,405 15.0 332,650 15.1 321,118 145 Japanese Brand Cars 40,300 159 45032 153 46,640 16.1
F.R.G. Japan

Total 3,735,987 100.0 3,802,176 100.0 3,378,343 100.0 Total 3,145,788 100.0 2,917,919 100.0 2,978,610 100.0

Domestic Cars 2,432,028 65.1 2,465284 64.8 2,196,486 65.0 Domestic Cars 2,879,940 915 2,646,483 90.7 2,710,843 910

Imported Cars 1,303,959 349 1336,892 352 1181857 350 Imported Cars 265,848 85 271,436 9.3 267,767 9.0

Japanese Brand Cars 426,569 114 408,405 10.7 365,344 10.8
France

Total 1,943,553 100.0 2,148,423 100.0 2,133,884 100.0

Domestic Cars 1,112,148 57.2 1227964 572 1261533 591

Imported Cars 831,405 428 920459 428 872,351 409 Source: Automobile Manufacturers Associations of major countries

Note: "Japanese Brand Cars" are Japanese manufacturers' brand-name cars,
Japanese Brand Cars 96,484 50 116,401 54 114,658 54
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JAIA Brief Profile

Japan Automobile Importers Association (JAIA) was established in
1965 when automobile import was liberalized in Japan, as a public
corporation under the Export-Import Trade Law.

JAIA’s activities aim at a healthy development of the automobile
importing trade by maintaing orderly import-export trade and carrying
on business to increase JAIA members’ common profits.

e JAIA History up-to Public Corporation
Establishment

August 1, 1952 Imported Automobile Society (IAS) was established.

May 28, 1957 IAS was separated into three societies 0 American
Automobile Importers’ Society, European
Automobile Importers’ Society, and Automotive
Parts Importers’ Society.

May 28, 1962 The above-mentioned three societies merged into

Automobile Importers’ Association (AlA).

With the liberalization of automobile import, the
Association has been reorganized to its present
form, Japan Automobile Importers Association.

November 1,1965

e JAIA Activities

O Survey conditions in Japan and overseas related to the import of
foreign automobiles

O Compile statistics on automobile import

O Gather information on the import of foreign automobiles and
provide the information to members

O Joint sponsoring of shows / exhibitions and other promotional
activities related to the import of foreign automobiles

O Improve the price and trade conditions of imported automobiles

O Cooperate and contact with government agencies on matters
related to the import of foreign automobiles

O Consult with users for resolutions of complaints and disputes
related to the import of foreign automobiles

O Promote a healthy development of JAIA members

e Office

Shuwa Kioicho TBR Bldg. 5-7, Kojimachi, Chiyoda-ku, Tokyo
102-0083
Phone: (03) 3222-5421 Fax: (03) 3222-1730
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e 00O e Organization

uooooooooododoooooooon JAIA established Committees as assistant organs of the Board to
poooooooooooooooooooood manage its business and Task Forces composed of related member
vooooooooobooouoooooooo corporations to carry out the activities.
ooo

O00D0O0O0000 0OD0ODJAIAOrganization Chart

o000
General Assembly

0 0O O

00 Auditor | =—> )
Board of Directors

O O O Chairman
0000 Vice-Chairman
OO 0ODO Executive Director
0000 Managing Director

00000 Operations 00000 Operations 0 0 0O Assistancel

O O O O 0O oggd
Task Forces Secretariat Committees
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Imported Automobile Show

An exclusive exhibition of imported car,” Imported Automobile
Show,” was held for the first time at Enoshima Tokyu Rest House,
Kanagawa in 1960.

Japan Automobile Importers Association holds an "Imported
Automobile Show" in major cities under joint sponsorship of JETRO.
In FY 2000, "Imported Automobile Show 2001" was held in 4 cities,
Osaka, Nagoya, Hokkaido (Sapporo), and Fukuoka.

In addition, hosted by Dealers Association for Imported Automobile
and Operating Committee for Imported Automobile Shows etc.,
Imported Automobile Shows were held in 16 other areas. JAIA
provided sponsorship for those shows.

e Dealers Association for Imported Automobile

Dealers Associations for Imported Automobile and those joint
Associations have been founded in order to develop the imported
automobile market in each region as well as to operate Imported
Automobile Shows and Used Imported Car Sale Events.

e Areas where the Dealers Associations for Imported
Automobile are located.

Akita, Yokohama, Chiba, Nagano, Toyama, Chubu(joint
associations), Aichi, Shizuoka, Mie, Gifu, Ishikawa, Fukui, Kansai
(Nara, Osaka, Kyoto, Hyogo),Wakayama, Okayama, Hiroshima,
Fukuoka and Oita

00000000000 Locations of Imported Automobile Show (held from December 2000 to April 2001)

Toyama

Okayama
Hiroshima
Oita

Fukuoka

Kanazawa

Sapporo(Hokkaido)

Fukushima

Nagoya
Gifu

Kyoto

Kagoshima Tokushima

w Kochi
Ehime
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JAIA Milestones and Related Events

Jan. 1950 Import trade control law goes into effect.
Aug. 1952 Imported Automobile Society (IAS) established.

May 1957 IAS separated into three societies - American Automobile Importers’
Society, European Automobile Importers’ Society, and Automotive
Parts Importers’ Society.

May 1960 First Foreign Automobile Show held.

Jul. 1961 Consumer bidding for imported automobiles put into effect.

May 1962 Above-mentioned three societies merged into Automobile Importers’
Association (AlA).

Oct. 1965 Liberalization of finished vehicle imports.

Nov. 1965 Japan Automobile Importers Association (JAIA) established by
reforming AlA.

Dec. 1966 JAIA Chubu Contact Office plans finalized.

Dec. 1967 JAIA Kansai Branch opened.

Feb. 1970 Liberalization of used car imports announced.

Oct. 1970 17th Tokyo Motor Show held. (First joint showing of domestic and
foreign-made cars)

Oct. 1972 The Director of the Customs and Tariff Bureau of Ministry of Finance
circulates a notice on the subject of trademark rights and parallel
imports of genuine articles, resulting in an end to the bar on
paralleled imports.

Dec. 1973 1973 exhaust emissions standards applied to imports.

Apr. 1976 1975 exhaust emissions standards applied to imports.

Jul. 1976 “ Expectations for promotion of vehicle imports” paper circulated
among concerned ministries, groups, and publishers.

Mar. 1978 1976 exhaust emissions standards applied to imports under
continuing production.

Import duty on automobiles (passenger cars, buses, trucks, special
vehicles, etc.) reduced to 0%.

Jul. 1978  Proposal for use of imports as public vehicles submitted to Ministry
of International Trade and Industry (MITI).

Sep. 1978 The Ministry of International Trade and Industry (MITI) resumes the
purchase of imported vehicles.

Oct. 1979 Automobile Department established in JETRO New York Office;
specialist dispatched.

Jul. 1980 JAIA Branches established in Sapporo and Fukuoka.

Apr. 1981 1978 exhaust emissions standards applied to imports.

May 1982 Handling procedure for small-quantity motor vehicles established.

Sep. 1983“ Promotion of access to Japanese market mission” departs for U.S.;
JAIA Chairman Yanase joins mission.

Oct. 1983 Trade commendation system launched.

May 1985 “ Statements and demands of automobile importing industry for
promotion of imports”  (JAIA statement) made in effort to realize
equal market opportunities.

Jul. 1985 Government announces action program for opening up the market.

Dec. 1985 Preferential handling procedure for imported motor vehicles (PHP)
established.

Dec. 1988 Number of new imported passenger car registration breaks 100,000
(133,583 units).

Dec. 1990 Number of new imported passenger car registration breaks 200,000
(221,706 units).

Mar. 1991 Number of imported passenger cars in operation surpasses 1,000,000
marks.

Nov. 1992 Imported Automobile Shows 93 held jointly with JETRO (in Osaka,
Tokyo, Nagoya, Hokkaido, and Kyushu).

Dec. 1994 Number of new imported car registrations breaks 300,000 (301,391
units).

Dec. 1995 Imported passenger car accounted for over one-tenth (10.2%) of
new car registrations.

Mar. 1996 JETRO opens permanent imported automobile showrooms in Osaka,
Nagoya, and Tokyo.

Sep. 1996 Fifteen automobile-related organizations hold a rally at the Hibiya
Kokaido Hall in Tokyo to demand the abolition of the automobile
acquisition tax.

Dec. 1996 New imported automobile registrations exceed 400,000 (427,525
units).

Dec. 1997 Number of the vehicles newly registered during the year marked less
than the previous year (364,882 vehicles)

Nov. 1998 Japan acceded to the UN/ECE/1958 Agreement (Recyprocal recognition
agreement for vehicle equipment type approval)

Dec. 1998 Number of the vehicles newly registered during the year marked less
than the previous year for 2 consecutive years (275,869 vehicles)

Sep. 1999 Japan accedes to the Global Vehicle Technical Agreement of UN
(Global Agreement).

Jul. 2000 JAIA launched the closure of 5 branches in July and completed it
at the end of March 2001.

Japanese Automobile Industry Milestones

Sep. 1945
Oct. 1948

Jul. 1950
Mar. 1954

Apr. 1954
Jul. 1955

Dec. 1963

Sep. 1967
Jul. 1968
May 1969

May 1971
Aug. 1971
Apr. 1973
Oct. 1973
Jan. 1974
Sep. 1974

Feb. 1975
Dec. 1976

Oct. 1980
May 1981
Jul. 1983

Sep. 1984

Oct. 1987
Apr. 1989
Jul. 1989
Jul. 1991
Mar. 1992
Mar. 1994

Jul. 1995

May 1996

Apr. 1997
Sep. 1998

May 1999
Nov. 2000

Partial revision of the commaodity tax law. Tax rate on passenger car
reduced from 120% to 100%.

Ministry of Commerce and Industry announces basic policies for
auto manufacturing industry, indicating the goal of self-sufficiency
in domestic automobile production.

Announcement of local tax law. Automobile tax established.

The government decides that government agencies should use
domestically made vehicles and allocates J 63 million for the
replacement of 121 foreign vehicles currently in use.

First Tokyo Motor Show (of domestic models) held.
Announcement of local road tax.

The government adopts the budget settlement and Article 14,
Paragraphs 15 and 16 of a temporary special exception to the
Accounting Decree, which prohibits the government from
purchasing 14 imported items, including automobiles.

Japan'’s total population exceeds 100 million; car ownership tops 10
million.

Enactment of the automobile acquisition tax.

Tomei Expressway opened.

Approval of automobile tonnage tax law.

The yen moves onto the floating exchange market.

Enforcement of 1973 exhaust emissions standards.

First Oil Shock.

Announcement of 1975 exhaust emissions standards.

The government abolishes Article 14, Paragraphs 15 and 16 of the
temporary special exception requiring government agencies to use
Japanese automobiles.

Announcement of 1976 exhaust emissions standards.
Announcement of 1978 exhaust emissions standards.

Establishment of the Fund for orphans of traffic accidents.
Announcement of self-imposed limit on auto exports to the U.S.
Commencement of three-year grace period on inspections for new
vehicles.

Number of drivers license holders tops 50 million mark.

Establishment of Japan Automobile Standards Internationalization
Center (JASIC).

Commodity tax abolished. Consumption tax introduced.

Auto insurance rate revised (separation of foreign and domestic
abolished).

Revision and strengthening of the Garage Act.

Consumption tax on ordinary vehicles set at a provisional rate of
4.5%.
Consumption tax on ordinary vehicles set at a basic rate of 3%.

Reforms to the Road Transport Vehicle Law (regarding vehicle
inspection and maintenance).

Product Liability Law enacted.

The automobile fair competition rules are revised following the
amendment to the gift regulation notification.

Consumption tax rate raised to 5%.

Announcement of strengthened exhaust emission control for
gasoline-fuelled passenger cars (Enforced in October 2000).

Open numberplate system starts and the classified number is
made into 3 digits nationwide.

The Japan Automobile Recycling Promotion Center was founded
by 9 related automotive organizations including JAIA.
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