Different trends were observed between the GDP, which maintained high growth, and supply-related statistics in the March quarter. 

In the second QE of the March-quarter GDP, real GDP was revised upward from the 0.5 year-on-year growth (an annualized growth of 2.3%) in the first QE to 0.7% growth (annualized growth of 3.2%). As a result, capital investment was also revised upward, as expected, from a 0.9% decline to a 0.3% increase, and the rate of contribution by domestic demand increased 0.3%. Growth in imports was revised downward, resulting in an upward revision to the contribution of foreign demand, from 0.3% to 0.4%, the highest growth in five quarters. This confirmed, then, that both domestic and foreign demand are enjoying high growth and growth above the potential rate is continuing.

Looking at GDP by the three elements of the domestic household sector (private consumption + housing investment), the domestic corporate sector (capital investment + inventory investment) and the overseas sector (exports - imports), capital expenditure was revised upward but the growth rate itself fell significantly from the previous quarter, and the overall corporate sector is increasingly showing a downward trend. On the other hand, the household sector, including private consumption, was firm, but we need to slightly discount this given that the high growth seen in the March quarter may have been the result of special factors such as a warm winter. In contrast, exports enjoyed high growth, a level not seen recently, and we should note that its degree of contribution is above that of the household sector. To summarize, the March quarter achieved high growth led by foreign demand.

On the other hand, looking at the Indices of All Industry Activity, which also measure the level of economic activities, growth for the March quarter remained stagnant with a 0.3% decrease. Indices of All Industry Activity are “supply side GDP,” as it were, and are known to move in line with GDP, which is calculated by adding demand and supply side figures. Currently, the disparity between the two has expanded to a noticeable 1.0%, the level seen in the March 2004 quarter. The major factor compressing the growth of the Indices of All Industry Activity is the Industrial Production Index, which fell for the first time in six quarters, declining 1.4% quarter on quarter. The Tertiary Industrial Activity Index, growth of which remains low at 0.2% quarter to quarter, also appears to have an impact.

