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Communications and Information network Association of Japan    Press Release
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November 30, 2005

 “FY2005 Mid-Term Demand Forecast for Telecommunication Equipment”
CIAJ’s Research and Statistics Committee (Chairman: Masanori Shiojima, Oki Electric Industry Co., Ltd., Committee members: representatives of 28 CIAJ member companies) has compiled its annual mid-term demand forecast.

1. Features of the “FY2005 Mid-Term Demand Forecast for Telecommunication Equipment”   
The telecommunication equipment market in Japan peaked in FY2000 at 4.860 trillion yen, followed by two consecutive years of negative growth. However, FY2003 saw a return to positive growth with a recovery in capital investments and demand for cellular handsets (especially camera-phones) and internet-related equipment in association with the popularity of broadband.

However, FY2004 reverted to negative growth (negative 1.9% growth over the previous year), totaling 4.1535 trillion yen. Multipurpose business equipment and optic communication equipment did well, but the growth categories from the previous year - cellular handsets, fixed communication equipment and base stations – experienced a backlash effect, pulling the overall figure down.

A slowdown in new subscribers pulled the growth rate of cellular handsets down, a break in capital investments by fixed telecommunication carriers decreased demand for modems and central office switching systems, and the transition to multipurpose equipment had a negative impact on facsimiles for business-use. On the other hand, continued healthy growth was seen for business and personal multipurpose equipment, optic communication equipment and routers. Strong interest in security and contingency planning for disasters pushed demand up for fixed communication equipment and other consumer equipment, migration of public PHS users to new carriers, and PHS subscriber growth due to new services contributed to the CIAJ forecast of flat overall growth at 4,138.5 billion yen (negative growth of 0.4% over the previous year) for FY2005.

The midterm outlook for the telecommunication equipment market from mid FY2006 onward expects steady market growth, with further migration from 2G to 3G mobile communications, the transition from ADSL to FTTH, the switch to IP, and the lasting popularity of multipurpose equipment.

As a result, we expect the overall market in FY2010 to be 4,456.4 billion yen, with the domestic market accounting for 3,876.2 billion yen and exports accounting for 580.2 billion yen with an average annual growth of 1.2% (FY2004 through FY2010).

In addition, new entrants are expected in the mobile communication market from FY2006, but with capital investment figures yet to be released, new demand for base stations from this development have not been calculated into the CIAJ forecast. Demand for WiFi, WiMax and other wireless LAN services are also not included.

II.
Forecast Figures                                                             

1.
Conclusion

■
FY2005 Projection

The market is expected to nearly match the FY2004 figure, maintaining the 4 trillion yen mark.

4,138.5 billion yen, -0.4% growth over the previous year

Domestic: 3,586.2 billion yen, +0.5% growth over the previous year

Export: 552.3 billion yen, -4.5% growth over the previous year

■
Projection for FY2010

Influence from the switch to mobile, multipurpose, and IP.

4,456.4 billion yen, annual average growth (FY2004 – 2010): +1.2%

Domestic: 3,876.2 billion yen, +1.4% average annual growth 

Export: 580.2 billion yen, +0.1% average annual growth

2.
Outline

(1)
FY2005 Projection

The telecommunication equipment market in FY2005 is expected to amount to 4,138.5 billion yen (-0.4% growth over the previous year), with the domestic market accounting for 3,586.2 billion yen (+0.5% growth over the previous year) and exports accounting for 552.3 billion yen (-4.5% growth over the previous year). 

Positive demand is forecast for business and personal multipurpose equipment due to replacement from other document output equipment (personal and business facsimiles, printers, etc.). Strong demand for security measures and contingency planning for disasters will increase demand for fixed communication equipment and other consumer equipment (including intercoms). Increased investment in optic communications by telecommunication carriers will push up demand for optic communication equipment and routers. The termination of public PHS service by one carrier and the concentrated migration of users to the remaining carrier with new services are expected to increase replacement demand for new handsets.

	
	Amount

(billion yen)
	Increase 

(billion yen)
	% change

	Business & personal multipurpose equipment 
	336.0
	20.0
	6.3

	Fixed communication equipment
	148.8
	20.7
	16.2

	Routers
	148.4
	17.5
	13.4

	Other consumer equipment
	108.3
	23.4
	27.6

	Optic access equipment
	71.6
	15.6
	27.9

	Public-use PHS
	34.1
	15.6
	84.3


Negative demand is forecast for cellular handsets, which makeup approximately half of the telecommunication market, due to slow growth in new subscribers. A completion in the current round of replacement of existing switching systems will push down demand for switching systems, the replacement of business facsimiles with multipurpose equipment will decrease demand for business facsimile equipment, and demand for modems will show a sharp decline with the completion in the current round of investment in central office equipment (DSLAM).

	
	Amount

(billion yen)
	Increase 

(billion yen)
	% change

	Cellular handsets 
	1,992.7
	21.4
	-1.1

	Central office switching systems
	121.7
	18.5
	-13.2

	Business facsimile equipment
	72.1
	19.4
	-21.2

	Modems
	40.2
	49.9
	-55.4


(2)
Midterm outlook (FY2006 - FY2010)
The telecommunication industry in FY2010 will be experiencing the large undercurrents of the switch to IP, broadband and mobile while simultaneously witnessing rapid advances in technology, fierce competition in the broadband and mobile markets due to new entrants and resulting diversification in services, changes in regulations such as number portability, the emergence of competing technologies such as IP telephony and wireless LAN and further evolution of terminals towards multipurpose. These trends will all contribute to rapid changes and structural reorganization of the market environment for both manufacturers and telecommunication carriers.

Thus, it is very difficult to accurately forecast the future, but based on the migration from 2G to 3G, the transition to FTTH, the switch to IP and multipurpose equipment in FY2003 through FY2005, CIAJ expects the market to show steady growth during the FY2006 through FY2010 period, reaching 4,456.4 billion yen in FY2010, with the domestic market accounting for 3,876.2 billion yen and exports 580.2 billion yen.

The market will grow by 302.9 billion yen from FY2004 to FY2010, with the breakdown by equipment category (in descending order of size) of cellular handsets (132.6 billion yen), business and personal multipurpose equipment (97.3 billion yen), digital transmission equipment (96.1 billion yen), and routers (82.6 billion yen). The figures indicate the large impact of equipment related to the switch to mobile, multipurpose, and IP.
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Fixed equipment:
          cordless telephones, personal facsimiles, personal multipurpose  equipment
Mobile telephones:

cellular phones, public-use PHS






Business equipment:
key telephones, PBXs, office-use cordless telephones, office-use facsimiles, 
office-use multipurpose equipment.



Wired network equipment:
central office switching systems, digital transmission equipment.


Wireless network equipment:
fixed communications equipment, base station communications equipment.


Internet equipment:
routers, LAN switches, modems, opto accessing equipment(PON,MC) 


Others:

other consumer equipment, other business equipment, 
other infrastructure equipment, other internet network equipment and components.







Please contact Ms. Watanabe (e-mail: watanabe@ciaj.or.jp) to purchase a copy of the CIAJ FY2005 Mid-Term Demand Forecast for Telecommunication Equipment (A4-size, 123 pages, 6,300 yen for CIAJ members, 15,750 yen for non CIAJ members). The CIAJ FY2005 Mid-Term Demand Forecast for Telecommunication Equipment is available only in Japanese.
For details, contact:

Ms. Watanabe, Ms. Kiuchi

Market Research

CIAJ

tel: 81-3-3231-3006
fax: 81-3-3231-3110
e-mail: watanabe@ciaj.or.jp

For more general inquiries, contact:

Mr. Oda

Corporate Communications

CIAJ

tel: 81-3-3231-3002
fax: 81-3-3231-3110
e-mail: oda@ciaj.or.jp
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