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Mr Myer,
Mr Sayers,
Ambassador McLean,

Distinguished Guests

Ladies and Gentlemen
1. Introduction – Comprehensive Strategic Partnership
It is a great pleasure for me to be given an opportunity to speak at this Japan Forum on our bilateral relations.

Today, I will speak about the bilateral relationship between Japan and Australia under the current global economic crisis, focusing on its economic aspects. Following my presentation, I am happy to exchange views with you.
Since late last year, the global economic crisis has seriously affected the Japanese economy, and in the first quarter of this year, we have experienced the most serious minus growth in the post-war period.  It is said that the economic downturn in Japan, which has been the largest export market for Australia, will have a negative impact on the Australian economy. 
On the other hand, there are great expectations that exports to China will stimulate recovery for the Australian economy. In the longer term, such expectation on rise of China and India could be even higher.
In this connection, I would like to draw your attention to the index developed by Asialink together with Pricewaterhouse Coopers and the Melbourne Institute which was issued last February. The index shows development of Australia’s engagement with Asian countries in areas such as trade, investment, education and tourism since 1990. Japan’s index for Australia increased four times whereas that of China is sixteen times, India and South Korea, eight times respectively in the period between 1990 and 2007. This analysis supports Australia’s high expectation of China, India and other Asian countries.  
Does this give rise to a conclusion that Japan has become less relevant to Australia? I would like to point out the following two elements should be considered when we observe Japan-Australia relations.  
Firstly, our economic relationship has been developed over the last five decades since the signing in 1957 of the Japan-Australia Commerce Agreement. It has become a solid and reliable union built upon mutually complementary and collaborative relations. By 1990, the base of our bilateral economic relations had already reached a much higher point compared to other economies.
Secondly, on top of this excellent economic relationship, our overall bilateral relations have steadily been developed to “comprehensive strategic partnership”.  
Japan and Australia share basic values such as freedom, democracy, respect for human rights and the rule of law. We also share strategic interests as two of the major allies of the United States; to maintain peace, stability and prosperity in the Asia Pacific region and beyond.  

2. Japan-Australia Economic Relations
Now, let me briefly explain current characteristics of our economic relations.   

The striking point of our economic relations is that Japan has been Australia’s largest export market for nearly 40 years.  As you can see in Chart 1, in 2007-8 Japan accounted for nearly 20% of Australia’s exports. As for the volume of trade, including imports, China surpassed Japan in 2007 but Japan became the Australia’s largest trading partner again in 2008 increased by around 40%.  
Needless to say, from the Japanese stand point, Australia is a large and stable supplier of various strategic goods such as energy, mineral resources and food stuff (Chart 2). Indeed, Australia is the largest energy supplier to Japan, accounting for 21.5% of Japan’s total energy import in terms of coal, LNG and uranium combined(Chart 3).

I should also point out that Australia’s trade surplus with Japan is larger than any other country, although the media normally does not pay much attention to this. It was 15.3 billion A$ in 2007-08 as in Chart 4. Incidentally, Australia’s trade with China and the US has recorded a considerable deficit.  As you are aware, trade surplus is one of the important elements for the growth of GDP and employment. 

Our economic relationship is not limited to trade. As a matter of fact, Australia’s investments to Japan remain insignificant by comparison to other countries. On the other hand, the volume of investment by Japanese companies to Australia is the third (9.2%) in 2008 after the US and the UK as in the Chart 5.  One of the recent major investments in the mining sector was the Honeymoon Uranium Project in South Australia by a joint venture of Uranium One and Mitsui & Co. late last April.  
There was an article in the Weekend Australian which says “The Japanese are back. And in a big way. While the world has been focused on China, a great wave of Japanese investment is reaching every sector of Australia’s economy.” It refers to the recent wave of investment form Dai Ichi Life insurance, Asahi Beer, Kirin, Fujitsu, Mitsubishi in Okajee, Marubeni-Osaka Gas, Suntory in various fields. Mr. Crean, Trade Minister, stated in his media release last Thursday that “While the global financial crisis has caused global trade and investment flows to contract, Japan is one of the economies countering this trend.”
The environment would be one of the promising areas to promote further bilateral economic relations since advanced environmental technology is a strong point of the Japanese economy. 
From early next year, Toyota Australia based in Melbourne plans to produce hybrid cars at its plant in Altona. In Queensland, the Callide Oxyfuel Project was officially launched as a Japan-Australia collaboration project for a carbon capture and storage experiment last November.  

Through business partnerships, our two countries have, over the years, built strong ties and bonds of mutual trust and respect. As Mr. Ferguson, Minister for Resources, aptly observed earlier last year, “Japan has been with us from the beginning in developing the Australian resource sector”.  Indeed, Japanese companies have closely collaborated with the Australian side from exploration activities in the resources sector to financial and technical cooperation in developing the sector.  
In October last year during the global financial crisis, I attended the Japan-Australia Joint Business Conference in Perth. Participants on both sides at that conference reaffirmed the importance of reliable and stable business relations between our two countries. They noted that Japanese companies honoured the long-term contracts which had been agreed, despite the sudden and large fall in the price of mineral resources such as iron ore and coal. That was not the case with the state-owned companies of another state.  This reminded us of the important aspects of our relationship that, for Japan, Australia is a stable and reliable supplier of goods, while for Australia, Japan is a stable and reliable buyer of these goods. 
One more characteristic of Japanese business is that the Government does not interfere in individual business matters unless it is requested to support the business. Nor do Japanese companies wish to have such interference from the Government.  Japanese companies do their business according to their business strategy.
Thus, Japan has been, and will remain, a stable and reliable economic partner for Australia and we undoubtedly have promising areas wherein we can further cooperate.  　  

At present, both governments are engaged in negotiations on a bilateral Economic Partnership Agreement, otherwise known as the Free Trade Agreement in Australia, in order to formulate a framework for further enhanced economic relations as the Commerce Agreement in the past. 
Once completed, this agreement will strengthen our economic ties, including the stable supply of resources and energy, and thus will become an important pillar of our strategic partnership. 

3. Political/Security, People-to-People exchanges
Now, I would like to turn on other aspects of our bilateral relations. The long standing trade and investment relations have been the backbone of mutual trust in other fields such as political relations and grassroots exchanges.   In more recent years, we have cooperated in the field of national security.  This is relatively new but has been progressively expanding.  

Based upon close cooperation such as that in Cambodia, East Timor as well as in Iraq between Japan’s Self Defence Force and the Australian Defence Force, the two countries signed the Joint Declaration on Security Cooperation in 2007 as a framework agreement for security and defence cooperation.  Now, we regularly hold Foreign and Defence Ministerial Consultations, or what we call “2+2 meetings.” Australia has similar 2+2 meetings only with the US and the UK, as does Japan with the US.  Second consultations were held in Tokyo last December where Foreign and Defence Ministers of both countries discussed regional and global issues as well as specific ways to enhance security cooperation between Japan and Australia. 

Our strategic partnership does not only apply in a bilateral context; the United States is our mutual ally and its presence in the Asia-Pacific is the anchor for the stability of the region as well as our own national security.  We have successfully developed a relationship with the United States and the so-called “Trilateral Strategic Dialogue (TSD)” process is working well in many fields such as non-proliferation, counter-terrorism and disaster relief. (A Senior Officials Meeting of this Dialogue took place in Canberra in April 2008 to discuss various issues of mutual interest. )
As for people-to-people exchanges, which represents the 3rd pillar of the Japan-Australia relationship, statistics indicate that our relationship has, in this context, strengthened;  Australia hosts 64,000 Japanese residents, the 4th largest number in the world (after the US, China and the UK).  （Chart 6）From a tourism perspective, Japan is Australia’s 3rd largest inbound tourism market (457,000) only after NZ (1,113,000) and the UK (672,000). (Chart 7) We are also seeing more and more Australian tourists visiting Japan particularly skiers to Hokkaido.  

In relation to education, Australia has the 3rd largest number (370,000) of students studying Japanese, only after Korea (910,000) and China (680,000). (Chart 8) The JET (Japan and Exchange and Teaching) program has been successful in that 6,300 Australian graduates have been invited to Japan as English teachers etc. 

At the 5th Australia Japan Conference held in Tokyo last November, the Japanese Prime Minister Taro Aso made a keynote address in which he asked the conference to make recommendations on how we can promote people-to-people exchanges through language education.  
During the Japan-Australia Foreign Ministers’ meeting in Perth last month, both Ministers agreed to setting up a working group for strengthening these exchanges focusing specifically on students learning the Japanese language. Foreign Minister Nakasone also proposed to launch an invitation program for fifty students learning Japanese to visit Japan for training in Japanese business culture, an initiative welcomed by Foreign Minister Smith.  
It is indeed at the grass-roots level especially among younger generation that the future of our relations can be further strengthened and, dare I say it, worsened.

4. Conclusion
As I have emphasized so far, our bilateral economic relationship is based on mutual trust in business on both sides, formulated over many years, together with sound overall bilateral relations and active people-to-people exchanges. 
I would like to add that, recent polls undertaken both in Japan and Australia have confirmed Australian and Japanese people alike share positive feelings and perceptions about each other and that in public opinion, our bilateral relationship continues to be significant. Therefore, I am confident that economic relations between Japan and Australia will continue to enjoy stable and steady development, even if they may be temporarily affected by the current global economic downturn.
However, it goes without saying that we should not take for granted the current good and matured relationship.  In terms of our economic relations, we need to strengthen them further in promising new areas such as the environment, financial and service sectors.  
Next week, fifty Australian young professionals will visit Japan for 11 days at the invitation of the Japanese Government. They will visit various Japanese enterprises such as Toyota and the Nippon Steel Corporation and have opportunities to learn advanced environmental technology and Japanese business culture.  I hope that these younger generations on whose shoulders our future rests will strengthen further our economic relations and bilateral relations as a whole.  We ought to encourage “new blood” to carry on our tradition of strong bilateral ties. 　
Thank you.                                                                                        (END)
PAGE  
1

