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Estimation of Japanese Import and Export Elasticities based on HS

Erika YOKOMIZO

Abstract

Concern over the global imbalance problem has been growing. This paper describes a future trend of
Japanese trade account surplus through the estimation of import and export elasticities. Elasticity was
estimated of each category based on Harmonized Commodity Description and Coding System (HS), which
defines the tariff rate applied to international trade. The income elasticity of the largest export item (motor
cars) was 3.55. Those of the second (printing machinery parts and accessories) and third (electronic inte-
grated circuits) largest export items were 086 and 074 respectively, both being less than 1. The income
elasticity of the largest import item (crude oil) was 29.27 and that of the third largest (computers and com-
ponents) was 6.96. According to IMF and OECD, the estimated growth rate of Japan is less than that of
the world economy. Japanese trade account surplus may be reduced in the future. On the other hand, the
price elasticities of the largest and second largest (electronic integrated circuits) import items were 3.08
and 5.14 respectively and that of third largest import item was 0.83. The price elasticities of the second
and third largest export items were 0.62 and 251 respectively. The sum of export and import price elastic-
ity may exceed 1. Therefore, if depreciation of the US. dollar is corrected or the Chinese yuan is
revaluated in the future, the Japanese trade account surplus may increase.
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