@ USDA Foreign Agricultural Service
i GAIN Report
—

_ Global Agriculture Information Network

Template Version 2.09

Voluntary Report - public distribution
Date: 4/4/2007
GAIN Report Number: JA7506

Japan
Market Development Reports
Food Business Line - Periodic Press Translations

2007

Approved by:
Steve Wixom, Acting Deputy Director, ATO Tokyo
Agricultural Trade Office

Prepared by:
Juri Noguchi, PR Specialist, ATO Tokyo

Report Highlights: McDonald’s started selling the “Mega Mac” for 360 yen (approx. US$3)
and sold double their expectations resulting in a short supply of beef pate. “Premium roast”
chicken sold by Kentucky Fried Chicken Japan Ltd (KFC) priced at 5,250 yen (approx. US$44)
for Christmas, the most expensive menu item at KFC, sold out by reservation by early
December. According to the Japan Food Service Association, total sales for its member
restaurants in 2006 increased by 0.1% over 2005. It was the first increase since 1994.
Supermarkets are trying to increase sales of California citrus by selling smaller sized fruit
and/or packing in smaller sized bags rather than increasing prices to avoid losing customer
interest.
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« Food Business Line

‘5':": Periodic Press Translationsfrom ATO Tokyo  Vol. VII, Issue 2, February 1-28, 2007
Retail/Wholesale

— Japan's largest supermarket, Aeon Co., Ltd., reported their sdes on a same-store basis in
February 2007 increased by 0.2% compared to the same month last year. It will be the first
profit in the past 11 months. (a. 2/28)

— Daeé Inc. announced that Daie and Aeon Co. Ltd. are to agree to form a cepitd and
operationd dliance in February. (a 2/1)

— 100-yenleve smdl sized confectioneries are getting popular a department stores and
shopping centers. Thiswill put abrake on the expensve confectionery boom. (b. 2/7)

— Ryoshoku Service Co., Ltd will start sdling private brand dietetic food for kidney disease
such as a Starch made dumpling wrap with a pork fat guffing limit of 1.1 gm protein and 0.2
gmdt. (b. 2/5)

— According to the Japan Department Stores Association, total department store salesin
January increased 0.02% from the same month the previous year. (b. 2/21)

Food Service

- McDonald's started sdling the “Mega Mac” for 360 yen (approx. US$3) and sold double
thelr expectations resulting in a short supply of beef pate. “Premium roas” chicken sold by
Kentucky Fried Chicken Japan Ltd (KFC) priced a 5,250 yen (approx. US$44) for
Chrigmas, the most expensve menu item a KFC, sold out by resarvation by ealy
December. According to the Japan Food Service Association, total sales for its member
restaurants in 2006 increased by 0.1% over 2005. It was the fird increase since 1994. The
increase was due to 0.7% increased saes per customer for fast bod restaurants, which was
the second sharpest increase since 1994, even though the number of customers decreased by
0.7%. (g.2/3)

- Yoshinoya D&C Ltd. will gat serving lunchtime-limited beef bowls & day and night
beginning in March. (b. 2/23)

— According to the Japan Food Service Association, total sdes of the food service industry in
January increased 1.9% from the same month previous year. (b. 2/28)

Food Processng/New Products/Market Trends

— Popular bottle/pack drink dzes have shifted to smdler szes. For example, the 500 ml. tea
bottle was redesigned to 460 ml. and the 1 I. milk pack to 700 ml. to meet consumers needs
for easy-to-carry and quick-to-finish drinks. (a. 2/1)

— More variaions of vegetable juice are produced. According to the survey conducted by
Ministry of Health, Labor and Welfare (MHLW), the daly intake of vegetables including
vegetable juice of Japanese people in 2004 decreased by 8% for the past 5 years. On the
contrary, the demand for vegetable juice is increasing because of the consumers needs for
supplementing the lack of vegetables. The market sze in 2006 is sad to be 185 hillion yen,
which is 1.5 times the levd of 2003. There is no definition of “vegetable juice’, and it is
categorized as any drink containing vegetable juice. Vegetable juice with fruit juice and
added with lactic acid sold well because of the swest taste. (a 2/10)
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Domedtic citrus prices are rising sharply due to high demand and the lack of imported citrus.
Theretall prices are 10-20% higher than last year. (a 2/14)

Supermarkets are trying to increese sdes of Cdifornia citrus by sdling smdler szed fruit
and/or packing in andler sized bags rather than increasing prices to avoid losng customer
interest. (a 2/8)

Asahi Breweries Ltd. and Kagome Co. announced that they had agreed to form a capitd and
operationa dliance that will make Asahi the biggest shareholder in Kagome. The agreement
is amed a drengthening the two companies effective development, production and
digribution of hedth-related food and drink products. (a. 2/7)

Mgor frozen food manufacturers are promoting high-vaue added products with the
keywords “hedth” and “nutrition” to sl for spring and summer.  According to the Japan
Frozen Food Association, frozen food production for 5 years since 2001 increased by 2%
from 151 million tons to 1.54 million tons while it decreased by 9% on a yenbass which
means that sales price for individua items decreased and deflation proceeded. (g. 2/3)

House Foods Ltd and Kagome Ltd will fully implement joint sdes The target items are
House Foods' roux and Kagome’s canned tomato. (b. 2/5)

Fujiya Co., Ltd announced that they will receive technica support on qudity control from

Y amazaki Baking Co., Ltd. (b. 2/7)

Asahi Breweries Ltd. will be the largest shareholder of Kagome Co., Ltd. Thetwo

companies will cooperate closaly and expect synergidtic effect in the food and beverage

fidds. Kagome's know-how in vegetative acid lacteria and vegetables and Asahi’ s yeast

technology will be integrated and the two companies will be strengthened in the hedith

related field. (b. 2/9)

Katsunuma Winery Co., Ltd will start exporting wine using Koshu, a Japanese variety of

grapes. The company will sell Japanese wine to the U.S. especidly N.Y. via Japanese

trading houses. (b. 2/19)

Japan Agricultura Cooperatives (JA) is promoting vegetables in collaboration with food
manufacturers such as Ajinomoto Co., Ltd. JA Shizuoka has started a tagting campaign for
Shizuoka growth celery in conjunction with Fujicco Co., Ltd. JA Ibaraki held tasting

campaigns of Ibaraki growth lettuce with Kewpie Co., Ltd a 68 supermarketsin the Tokyo
metropolitan area. (b. 2/19)

Kirin Breweries Ltd. will raise prices of imported wines from Europe 7% because of the

strong Euro. (b. 2/12)

Food Safety/Consumer Awar eness

According to the Jgpan Public Management Ministry’s household expenditure survey, tota
household expenditure for food in 2006 declined by 1.9% compared to 2004. Per capita
expenditure for food decrease by 0.9% taking into account a 0.03 decrease in the number of
household members.  An economic recovery has been discussed, but it seems that the
deflation of the food industry has il continued. (f. 2/13)

According to a survey made by Co-op (Japanese consumers co-operdtive union), it was

reveded that consumers focus on a company’ s attitude when corporate scanda happens

rather than if thereisa scandd or not. (b. 2/7)

ATO/Cooper ator/Competitor ActivitiesTrade Shows

Buy California Marketing Agreement (BCMA) has conducted in-store promotional
campaigns a supermarkets including Queens I setan to promote agricultura products from
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Cdiforniaby using the image of Governor Schwartzenegger during the import season for
Cdiforniaagriculturd products. (f. 2/22)

— Maor meat packers are trying to find the best way to expand saes of Aussie beef. They are
working on expanding sales of low-priced meat and developing new brands. (b. 2/5)

— Tie-upwith amovie“Aoki Ookami”, Watami Co., Ltd. will provide Mongolian food usng
lamb and cocktails reflecting the image of Mongolia. (b. 2/12)

— A mgor vegetable and fruit wholesder, Tokyo Seika Co., Ltd. will assst in producing more
domestic vegetablesin cooperation with 6 nursery companies and the National Federation of
Agricultural Cooperative Associations. Target vegetables will be cauliflower and pumpkin
thisyear. (b. 2/12)

o3 Sour ces

(& The Japan Economic Newspaper (b) The Nikkei Marketing Journa

(¢) The Japan Food Journdl (d) The Beverage & Food News Commentary
(€) The Japan Food News (f) The Food Industry News

(9) Fuji Sankel Business| (h) Pan News

(i) Nihon Keiza Shimbun

DISCLAIMER - Food Business Line is derived from major Japanese news wires, mass distribution press, and food
industry newspapers and magazines. Inclusion of an item in Food Business Line does not imply agreement by USDA
or U.S. Embassy/Tokyo; nor does USDA or U.S. Embassy/Tokyo attest to the accuracy or completeness of the
translation of the newsitem. ATO Tokyo cannot further translate or send source materialsto users.

UNCLASSIFIED USDA Foreign Agricultural Service



