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D IRECT investment in Japan by foreign-
ers – share acquisition and long-term

lending to Japanese businesses – soared
90% in FY 2004 from the previous year to a
record ¥4,026.5 billion, attesting to the
stepped-up “Buy Japan” activities by foreign
capital centering on US funds.  The active
buying has been prompted by the global
economic recovery and a prolonged fall in
Japanese land prices, which makes the
value of corporate Japan and its share
prices look attractively low.  Meanwhile,
direct investment in other countries by
Japanese businesses in the year came to
¥3,800 billion.  As a result, foreign direct
investment in Japan eclipsed Japanese
direct investment abroad for the first time.

The high-profile acquisitions of Japanese
businesses by foreigners include the pur-
chase of DDI Pocket by US investment fund
Carlyle Group and Aoba Life Insurance by
Prudential Financial of the United States.  In
addition, foreigners aggressively bought a
number of hotels and golf courses.  Of the
total foreign direct investment in Japan,
¥2,619.8 billion came from the United
States, which represented a 7.5-fold jump
from the previous year.

On the rise are not only foreign acquisi-
tions of Japanese businesses but also M&A
cases involving Japanese companies as
buyers.  A survey by the US research
agency Thomson Financial showed the
number of M&As among Japanese firms

reaching a record 1,196 in the first half of
2005, up 19% from a year earlier.  The total
value of these deals leaped about 2.2-fold to
¥12 trillion.  One of the most notable merg-
ers was the one between two major drug
manufacturers, Sankyo and Daiichi
Pharmaceutical.  According to a survey by
Recof, a Japanese M&A services provider,
the number of M&As between Japanese
companies announced in the first half of this
year accounted for nearly 80% of all such
deals made public during the period.  Now
that the restructuring drive has run its
course, Japanese businesses seem to be
adopting an aggressive stance to expand
their business bases in an effort to survive
fierce international competition.

T HE Japanese government has launched
a “Cool Biz” campaign to encourage

men to take off their jackets and ties to help
curb global warming.  The Ministry of the
Environment is enthusiastic about the drive,
saying, “We want to dramatically change
businessmen’s fashion by 2008.”  Some
critics are skeptical about the effect on glob-
al warming.  While some industrial sectors
are enjoying Cool Biz-induced extraordinary
demand, tie manufacturers are concerned
about lower demand for their products.  The
variety of reactions to the government cam-
paign indicate that the hot debate over Cool
Biz will persist even after the end of this
summer.

The Cool Biz campaign is designed to
reduce electric power consumption and emis-
sions of CO2 caused by the use of air condi-
tioners, which are generally set at around 25˚c
in offices.  The government recommends set-
ting office air conditioners at 28˚c from June to
September.  Starting with the Prime Minister’s
Office and the Diet building, the practice

expanded to government and business circles.
Machida Akira, chief justice of the Supreme
Court, appeared at an official meeting without
a tie while Watanabe Katsuaki, the president of
Toyota Motor Corp., attended a news confer-
ence in an open-necked shirt when he
assumed the presidency.

An expert on environmental issues says:
“Wearing no ties and raising the temperature
settings of air conditioners are not regarded
as effective measures to curb global warm-
ing.  I don’t think such measures will help to
reduce emissions of carbon dioxide.”

Economic and fiscal policy minister
Takenaka Heizo estimates the economic
effect of the Cool Biz campaign at ¥600 bil-
lion.  The extent to which the campaign will
spread and take root in Japan is a crucial
issue for the menswear industry, which is
concerned about the so-called “Year 2007
problem” or the massive mandatory retire-
ment of baby boomers that will begin in
2007.  The tug-of-war is likely to intensify
before next summer.
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