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Recent Political Highlights 
 
 Emperor Akihito is the current chief of state since January 1989.  Prime Minister Shinzo Abe entered into office in December 

2012. 
 Recent reports in the Chinese media suggest that a “no war pledge” was removed from Japan's Liberal Democratic Party's (LDP) 

annual working policy paper. A researcher on Japanese studies at the Chinese Academy of Social Sciences told China Daily that 
the prime minister’s aim is to reintroduce Japan’s right to wage war. 

 Tensions between Japan and China heightened when Prime Minister Shinzo Abe visited the Yasukuni war shrine in Tokyo that 
honors Japan's war dead and convicted war criminals. South Korea also voiced its anger at the prime minister’s shrine visit. The 
shrine is seen as a symbol of the country’s World War Two aggression when Japan took over large parts of China and Korea. The 
Japanese prime minister stated that his intention was not to hurt the feelings of the Chinese and Korean people. Business 
between Japan and China is improving after a 2013 dispute over the East China Sea islands controlled by Japan but also claimed 
by China; The two countries have seen the need to put aside their diplomatic deadlock  in favour of seeking better economic 
ties. 

 The government approved a plan to boost defense spending by 2.6% to 23.97 trillion yen ($232.4 billion) over the next five years 
to counter the Chinese military. Although the prime minister’s main focus has been boosting economic recovery, he has also 
pledged to enhance Japan’s military and its security profile in order to counteract China’s rapid military buildup.  

 
Recent Economic Highlights 
 
 Japan has a population of 127,253,075 and a 99% literacy rate. The country is ranked 9th in the Global Competitiveness Index 

2013-2014. According to the index, Japan’s business sophistication (1st) is one of its competitive advantages and the country’s 
innovation capabilities follow closely as a major strength. Other strengths include Japan’s high research and development 
spending (2nd), availability of talent (4th) and world class research institutions (9th). Companies in Japan produce high value 
added goods and services but the index reflects that Japan’s poor macroeconomic performance (127th) is one of the factors 
that adversely affect the country’s overall performance. Some of the macroeconomic indicators pulling down Japan’s 
performance are the budget deficit (one of the highest ratio’s in the world) which has stood at approximately 10% of GDP for 
the past four years and high public debt levels. 

 At the start of 2013, the prime minister’s government implemented a strategy focused on improving the economy. His core 
focal points are to move the Bank of Japan to adopt a looser monetary policy, initiate a growth stimulation programme and to 
promote a more flexible fiscal policy. Additionally, he has urged businesses to increase wages and investments as part of his 
plans to pull the country out of a 15 year-year deflationary environment. The prime minister’s policies, dubbed “Abenomics” 
were introduced after his December 2012 re-election. 

 2014 GDP growth will be slower than expected with the government estimating that the economy will grow by 1.4% for the 
fiscal year starting March 2014 on the back of a planned sales tax increase which is expected to dampen consumption. Inflation 
rose in December 2013 with prices exclusive of fresh food increasing 1.3% from a year earlier. The deputy director at the 
International Monetary Fund stated that Japan may reach its 2% inflation target in 2017 and that added monetary easing is 
unnecessary at present. The prime minister has promised to change the deflationary environment which has prevailed over the 
last 15 years in which households and companies held off spending because of the belief that prices would not increase. 

  The national sales tax is expected to increase to 8% in April 2014 and the possibility exists of a further increase to 10% if the 
prime minister goes ahead with his planned fiscal consolidation plan. A further increase in the sales tax will possibly occur in 
October 2015 in order to cover increasing welfare spending and to repair deteriorating public finances. 

Cover is offered on an  open basis 



  The Japanese business sentiment index improved for the third consecutive month in January 2014 but analysts expect it to slide 
subsequent to the sales tax increase in April. Big firms in Japan including both manufacturers and non-manufacturers are cutting 
their capital expenditure plans for the current financial year ending March 2014 to a 4.6% increase compared to the previously 
planned 5.1%. In December 2013, the Bank of Japan’s quarterly tankan poll revealed a six year high for its business sentiment 
index for big manufacturers. The headline index rose to + 16 in the six months to December improving from the previous survey 
(+12). The index for large non-manufacturers was up by 6 points (from +14 to +20). A positive result indicates that more 
respondents were optimistic about conditions than were pessimistic. 

 Japan revealed a record draft budget for the fiscal year starting April 1 2014 with the prime minister boosting spending on social 
security, public works and defense. The prime minister is also trying to contain Japan’s public debt which is more than twice the 
size of the economy. The IMF forecasted that the country’s public debt will reach 242% of GDP this year.  In December, 
government officials adopted the 95.88 trillion yen ($921 billion) budget proposal according to a statement by the finance 
minister. According to the budget, real GDP will grow 1.4% in the coming fiscal year. 

 The Ministry of Finance reported a 3.3 trillion yen ($32 billion) current account surplus for 2013, the smallest recorded surplus 
since 1985. The current account deficit widened in December 2013 posting a 638.6 billion yen ($6.2 billion) shortfall. This is in 
comparison to November’s gap of 592.8 billion yen. The current account deficit is affected by an increase in domestic demand 
ahead of the planned sales tax increase in April. Japan’s annual trade deficit reached 11.5 trillion yen ($113 billion) in December 
from the previous year, almost double the previous year’s figure of 6.9 trillion yen. Imports rose 25% while exports increased by 
15%. Economy Minister Akira Amari said that the trade deficit was mainly because of a surge in domestic consumption, weak 
economies in export destinations and companies moving production abroad. 

 Japan’s new assistance package for Africa specifies that $32 billion will be set aside for infrastructure investment, mineral 
resource development, healthcare, education and human resource development. Japan’s vice-minister of economy, trade and 
industry stated that Africa is the starting point of the supply chain for the minerals needed for car and electronic appliance 
production. The $32 billion will be invested over the next five years. 
 

Latest Trade Developments 
 

SA EXPORTS TO JAPAN (TOP 5) 
2012 2013  
Precious metals R 20,903,299,056 Precious metals R 24,860,972,477 
Mineral products 
 

R 9,499,838,194 Mineral products R 10,339,260,918 

Products of iron & steel R 6,20,2633,520 Products of iron & steel R 7,159,199,663 
Chemicals 
 

R 3,836,917,302 Vehicles aircraft & vessels R 4,844,414,645 

Vehicles aircraft & vessels R 2,838,748,063 Vegetables R 2,462,808,348 
 
 Major exports from Japan: motor vehicles, semiconductors, iron and steel products, auto parts, plastic materials, power 

generating machinery  
 Major imports to Japan: petroleum, liquid natural gas, clothing, semiconductors, coal , audio and visual apparatus  
 Main trading partners of Japan: China, US, South Korea, Australia, Saudi Arabia, Thailand, Hong Kong 
 SA exports to Japan totaled R55bn in 2011, R46.7bn in 2012 and R53.7bn in 2013.  
 SA imports from Japan totaled R34bn in 2011, R37.8bn in 2012 and R39bn in 2013.     
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