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Domestic Competition

(Market competitiveness evaluated on the extent of market

World

No. 5

The Global Competitiveness Report 2018(\World Economic Forum)

dominance, competiti on in services etc.)

{in billion S dollars)

Rank Country Nominal GOP Rank Country Nominal GOP
1 United States 20,937 6 France 2,630
2 China 14,723 7 India 2,623
5| Japan 4,975 & Italy 1,886
4 Germany 3,846 Ll Canada 1,644
b United Kingdom 2,708 10 Korea, Rep 1,631

|Source] "GOP (Current USE)" (World Bank)
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Inward FDI Stock
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[Source]Minisiry of Finance and Bank of Japan "infemnational Investment Position”, Cabinet Office Mational Accounts of Japan™

Japan's regional economies have GDPs as big as those of

other countries
]

Japan's economic power is not limited to Tokyo.

Japan's regional economies have GDPs as big as those of European and Asian countries.

(in billlion US5)

® Hokkaido/Tohoku 569.1
Sweden 555.5

@ | Chubu 7917

2 Turkey 7784
' ®  Kansai776.8
Switzerland 735.9

@  Chugoku 2736
wf= Czech249.0

_® | Kyushu 470.2
M ustria 455.1
—

i Slovakialoss

[Source] Cabinet Office. Fiscal 2018 Prefectural Accounts, August 2021.
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Evaluation by Foreign Affiliates: The Greatest

Attractiveness of Japan is its market
"""

The attractiveness of investing in Japan for companies is "the large market size" and "the potentiality to
verify new products and services' competitiveness.”

Verification of
New products and
services

Market size

High income levels and large customer base for Sensitive to the added value and trends of products and
products and services services and can verify new products’ and services'

(Large market size) competitiveness.

61.0. 47.3.

[M.B.] Atotal of 2,488 companies responded. Respondents selected up to five "atiractliveness n business development in Japan® in the questionnaire.

|Source] Compiled from "S4th Survey of Trends in Business Activities of Foreign Affiliates (conducted in connection wih business for FY2010)" (METI)
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Japan aims to be the "frontrunner in solving social

challenges”
"""

As Japan faces various social issues such as the declining birthrate and aging population and regional
disparities, there is a strong need for digital innovation and diverse businesses.

Frontrunner in facing Digital Innovation
+

social issues
Acceptance of a variety of

businesses

Declining birthrate
Aging population

Deflation

Low productivity Frontrunner

Nt ———— in solving
Regional disparities social issues
Manpower shortage : '

Aging infrastructure
Natural disasters

ectroni
approval

.
’ fiTo!
A Disaster. Ay
prevention c@nstructign
Conl:rt)l W t

[Seurca]"Global Structural Changes and Japanass Responsaes (May 20181 (METT)

November 2021
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Reason2. Japan'

IS‘eopen as an Innovation Hub

¢

Industrial Cluster Research&Development Patent applications
(Tokyo-Yokohama) (Evaluated on R&D expenditures as a (per million population)
percentage of GDP, the number of scientific
World publications and citations, etc.)
World
World

No. 1 No. 1 No. 1

The Giobal Competitiveness Report 2018 (\WWord Economic Forum)

“The Gll Top Scence and Technology Clusters” in The

Giobal Innovation Index 2021 (p.25) The Giobal Competifiveness Report 2019

{Waorld Econcnse Forum)
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R&D expenditures as a
percentage of GDP

NoO.1

among GT7 countries

Number of Researchers per million population

S

6,000 5.37%
470 T -
5,000 Y 408 42
4 D00
L.653
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[Saarce] “Globsl Innareation irden il | (Workd infelectiasl Propey Organitaton”)

Ranking Country “p'::cm:t:freﬁsba; a
1. Japan [ ] .99

2. Germany L] 3.2%

3.us. € 3.1%
4.France () 2.2%

5. LK * 1.8%
6.Canada il 1.5%

7. Italy i) L.4%

[Source] "Global Innovation Index2021 " (World Intellectual Property Organization™)

national universities

86
pubslic
Number of domestic * universities
universities 94

195

(As of September, 2021)

private uniersitles
615

[Scrin] “himistry of Edwsation, Caltuse, S, Soens
ard Statrsbe al Directory (3021 Edbon|”
IMinistry of Educstean, Culture, Soors, Soens snd Technologyl

November 2021
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Digital Transformation (DX) Investment Promotion Tax

Incentive
"

Digital Transformation (DX) Investment Promotion Tax Incentive has been established. For digital-related
investments using cloud technology necessary to realize digital transformation, companies can select
either a tax credit of 3% of the acquisition price (5% for data linkage with businesses outside the group)
or a special depreciation of 30%.

[Applicable] until March 31, 2023

Name of Tax Incentive Requirements Eligible Facilities Details of Measures
Digital Transformation Digital (D) requirements Software Tax credit of 3% (5%
{DX) Investment - Linking and sharing of data (linkage of data Deferred assets for data linkage with
Promotion Tax owned by other entities or data newly obtained Machinery and external parties)
Incentive by business operators using sensors with equipment or,

existing internal data) Furniture and fixiures Special depreciation of
- Utilization of cloud technology n

- Acquiring of the certification graded by the
Information-technology Promotion Agency, Japan
(DX certification)

Corporate transformation (X) requirements
- Reduction of product manufacturing costs by
8.8% or more, etc.

- Sefting of targets for productivity improvement
and sales growth
- Within the plan's effective period, an ROA
increase by 1.5 percentage points compared
to the base ROA (which equals the average
ROA from 2014 to 2018).

- Within the plan's effective period, sales growth
rate that exceeds the growth rate of the
industry over the past five fiscal years by 5
percentage points or more

« Total investment must be 0.1% or more of sales

[NE] 1. The mmomum amount of capital imvestment under the Digial Transformation (DIX) Imvesiment Promosion Tao Incentive is 30 bilion yen. 2.The mauimum tix creds applicable is
20% of the corporate tax amount in total of the investment promotion tac incenthves for carbon neutrality and digital transformation

[Source] Prepared based on 7Y 2021 Tax Reform” (Ministry of Finance). and materials from the Agency for Natursl Resources and Enengy. METI
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Startup Ecosystem
"""

Japan will support startup ecosystems & in eight cities under seven strategies over the next three years.

Formtianf st cosysem e cies TR E—

e E  Strengthen ecosystems centered on universities

ISCSEY Providing world class Acceleration Programs * Sapporo and Hokkaido

Promoting Gap funds** for tech s tartups D——' Startups Ecosystem

B GTE Government and municipalities to encourage Promotion Council

challenges as customers of startups Sendai Startup Ecosystem Promotion

Enhancement of ecosystem networks and Council
fostering momentum

Increasing the mobility of R&D human resources

Hiroshima Regional Innovatlon
Strategic Meetings

O Central Japan Startup Ecosystem Consortium
Kitakyushu City SDGs Startup C\ L -+ Dsaka, Kyoto, Hyogo Kobe Consortium

Ecosystem Consortium

O/—- Startup Ecosystem Tokyo Consortium

— Fukuoka Startup Consortium

* Acoelerstion Programs : Programs 1o support refining starups’ business models and accelerate growih
“* Funds to fill the gap between basic research and commencisiration, such 55 prototype development costs

[Source] Prepared from materials from the Integrated Innovation Strategic Meetings (Tih) and the Comprehensive Science, Technology and Innovation Event (S0th)

November 2021
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Smartizing the whole city
"a"a"n

November 2021

Japan aims to provide highly convenient and efficient services by revising The National Strategic Special
Zones Law and introducing advanced services such as drone delivery, tele medicine and nursing care,

and autonomous driving.

- F -

7

Mobility Logistics /  Payment | /Administration
| EgAutomated || Eg.Drone delivery | Eg.Promoting || Eg.Onestop
passenger / / '-.\ digital money ;' ) contact
transport // \\ /
E nergy and E nvironment .
Education wn:ur &waste l:nm;o
Eg. Online Eg Optimal Eg. Integrated pr;vlr: w
e ducation infrastructure recycle Eg. Patrol robot
managemant management

- -

.

2 N\
,/ Medical and \\
| nursing care |

Eg ITbased |
remote medical
care

Disaster
prevention

Eg. Autonomous
rescue vehicles

{Source) Frapared from the “Supercity” concapt (September 2020) of the Cabinat Office Regional Revitalization Fromotion Secretanat
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JETRO's support for collaboration between Japanese and

overseas companies
"

JETRO launched a DX portal to support companies seeking to collaborate with overseas companies that
utilize digital technologies.

DX platform-based support

W¥e aim to develop cooperation and collsborafion projects through online webinars |

matching. hackathons, and other
Support for demonstration projects (pilot
projects)

By promoting demonsiration projects between ASEAN and Japanese companies. we

support companies in implementing digial fechnologies in their fields.

DX Related News & Related Measures

This section provides information on DX relsted businesses snd relsied messures.

10

Global Acceleration Hub

We hawe established the JETRO Global Accelerstion Hub to support the global expansion
of Japanese siartups in collaboration with leading locsl scoelerstors and other pariners in

advanced starup ecosysiems around the word

Open Innovation related events

V¥e support cooperation and collaboration (open innovation)) between promising startups

around the wodid and Japanese companes:

"J-Startup" public private intensive
support program for startups

To boost the global expansion of Japanese siartups utiizing overseas funding. human
respurces, and technobgy, we will estsblish J-Startup pavilions at five lesding oversess

stanup-related events io support Japanese starups’ parbeipation

Copyright (C) 2021 JETRO. All rights reserved.
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= " .._:-.. . :; g g
asen3¢ Excellent@ S| e

A | |

%l‘l

E

Adequacy of regulatory and Transparency and efficiency in import and
administrative systems export
World World

No. 2 No. 3

The Global Competitiveness Repart 2018 (World Economic Forum)
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Office rent in Tokyo is about one-third of Beijing
"""

Office rent in Nagoya and Yokohama is cheaper than that of Shanghai.

Comparison of office rents in each cities when the cost in Tokyo is 100

Comparison of office rents in cities around the world and Japan (Tokyo = 100)

300

200
100
0

(MOTE}) For Toloyo, the rent in Minato Ward is used. For San Frandsco, the average rent in the city is used. And for other ciies with varance in renis, the mid-point value (of the highest
and lowest) is used.

118 447 110

f|<+'|+r|fl+|l1||fl<!11|fl<+11

o
g
s

sssgassan

Buifiag

N10) MaN

uoy Buon —

uopuo1 —
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[Source] Comparison of investrment costs (JETRO)
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Foreign affiliated companies operating in each region

(2808 companies that responded to the survey)
"a"u"n

Based on the business opportunities and the business environment, many overseas companies are
expanding their business in areas beside Tokyo.

[ 0
|||II
[ |
__)"I If.’l ;/—0
’I / rO

(companies )

Hokkaido / Tohoku

Kanto

El
Chubu - 114

Chugoku / Shikoku Iz?

2,324

v
= ff_‘o Kyushu / Okinawa . 46

?f’

[N.E.] The number of foreign affilistes by region and prefeciure responding o the following survey (n=2808). it does not cover all foreign affikates with bases in Japan

7

[Source] Survey of Trends in Business Activiies of Foreign Affiliaies (conducted in conneciion with business for FY2018)" (METI)
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Well-developed incentive system >

"""

Project-based "Regulatory Sandbox" system

"""

By limiting the number of participants and the period, the participant can demonstrate new technologies
and business models without being constrained by existing regulations.

@ New technologies: loT, blockchain, etc.
New businesses : Platformer type businesses, etc.

Difficult to commercialize due to regulations

‘v‘

m Consultation with the government 's Regulatory
Sandbox Team

Application for demonstration plan to the minister
in charge of the regulation

Special regulatory measures
4 Y

‘v‘

@ pemonstration experiments with limited
wmO duration and participants

JETRO

Liaison and coordination between foreign
enterprises affiliates and the government 's

Regulatory Sandbox Team

Japanese government

Regulatory Reform ba sed on experiment
results Policy formation through dialogue

with the market and demonstration

[Source] Prepared from "Regulatory Sandbaox Systemn {Project-type Sandboe)” (Regulatory Sandbox Team

14
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“Japanese Green Card for Highly Skilled Foreign
Professionals” system

"""

Foreign professionals who score 70 points or more on the scoring sheet are recognized as “highly
skilled foreign professionals” and eligible for preferential immigration treatment.

Image of the Japanese version
of Green Card for highly skilled

foreign professionals

(Before revision)

*T0 points
or more

(Current)

*T0 points
or more
*80 points
or more

For
engineers
(age33)

* high-ranked university

*Example of scoring

Reference item Score

+ 34 years of age or younger 10 points

* Annual income & millionyen | 20 points

+ Master's degree 20 points
+ Three year career 5 points
+ Inventions of patents 15 points

+ Graduated from a high

10 point
ranked university* gt

Total 80 points

Compiled from news reports.

[Source] & system of preferential imogration control based on the point system for advanced personnel o
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“Projects for Encouraging Foreign Entrepreneurs

to Start Business ” (so-called “start-up visa”)
"""

A foreign national starting a business in Japan needs to obtain the status of residence of “Business
manager” as a general rule. However, the system enables the applicant to obtain the status of residence
without satisfying the requirements. Foreign entrepreneurs supported by local governments will be
granted the status of residence of “designated activities"” to set up a business for up to one year.

Local governments :
“Plan for Managing and Supporing Business FDrEIgn EntrEprE neurs
Startup Activities by Foreign Entreprenaurs”

Plans from 13 local governments have been certified by
METI (as of September 2021)

Fukuoka City, Aichi Prefecture, Gifu Prefecture,
Kobe City, Osaka City, Mie Prefecture, Hokkaido,
Sendai City, Yokohama City, Ibaraki Prefecture,
Oita Prefecture, Kyoto Prefecture, Shibuya City

Submit the “Startup Preparation Activity
Plan” to local governments

i1

v
Examination of prospects for acquiring pration Status of Residence: 6 months + 6 months
“Business manager " s tatus of r esidence Bureau
v
Support for start a business begins Prepar ation to Preparation for the fulfilling require-
One stop consultation service startabusiness  Ments for the status of residence of
Provision of coworking space, etc. up to one year “Business manager” Establishing an

office Share capital, etc.

; : v
Granting “Business manager” status
Bureau

of residence

Business starts

[Source] Compiled from “Sysiem Outline for Projects for Encours,

16
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:A

Reason4- Stable infra tructure

Efficiency of public Access to electricity Airport connectivity
transport services
World World
World

No. 1 No. 2 No. 3

The Global Competitiveness Report 2018 (World Econemic Forum)

17 Copyright (C) 2021 JETRO. All rights reserved.
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Power outage duration and frequency are extremely small

in Japan
"""

The stable and safe electricity supply allows
companies to conduct business activities with peace of mind.

International Comparison of Average Power Failure Duration Index
and Average Power Failure Count Index

® system average interruption duration Index (SAIDI) system average interruption frequency index (SAIFI)

2.22
1.48
1.28 1.3
. 0.896 098
Ak
I I
| 0.024 | 0.05 025 03 0.28 s 0.35 g 29 - 0.278
0 | e— | — —
1 ) | i -4 £ 5 g = g s B
1 B | s = EL = g 7 Y 3 E
| v | ; § ] a g & a T
= v
_____ % 3 - 5_ E:
[ "§_ rm.
3

[M.B.] 2020 figures. System Average Imtermuption Duration Index { SAIDI) shows the power outages duration per year, and System Average Interruption Frequency | ndex (SAIFI) tracks
the number of power outages per year. Lower figures indicate better performance.

[Source] "Getting electricity: System average intermuption duration index (SAIDI) (DE18 20 methodology,” "Getting electricity: 5 ystem average interruption frequency index [(SAIFI) (DB16
20 methodology." (World Bank)
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Internet utilization rate

{as a percentage of the population)

93,

November 2021

The number of mobile phone users

Per 100

192,

Mobile phone subscribers (per 100 people)

160

140

o

0
[
0
Japan South us
Korea

120

100
8
60
4
20

Italy Germany China France Canada

[M.B.] In terms of mobde phone subscribers, 2018 figures for the LS. and 2020 figures for other countnes are used.

[Souwrce] "Individuals using the internet (% of populabon)," "

Secure Imernet servers (per 1 million people),” "Mobile Cellular subscriptions (per 100 people).”

(Warid Bank)
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Convenient access to major business hubs in Asia
"""

@Dalian (China) 2hr.3min.

Easy access to major business

ternational Airport

@ Pusan (South Korea) 1hr.3min.

& a@ ® L] @ Kansai International Airport
Within Within Within Within
dhours 3hours 2hours lhours

@ Shanghai (China)2hr.25min.

Kwangchow (China)anr.

Hong Kong (Hong Kong)3hr.50min.
@
2 @ Taipei-taoyuan (Taiwan)3hr.10min.

@ Tainan (Talwan)ahr.45min.

20 Copyright (C) 2021 JETRO. All rights reserved.
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Excellent nationwide transport network
"""

Travel time on the Shinkansen
Sendai-Tokyo 1 hour 33 minutes, Tokyo-Shin Osaka 2 hours 23 minutes
Shin Osaka-Hakata 2Zhours 25 minutes

Travel time on an airplane

November 2021

Tokyo-Fukuoka 2 hours, Tokyo-Sapporo 1 hours 30 minutes, Sapporo-Fukuoka 2 hours 35 minutes

=ces Hokkaldo Shinkansen
==e== Tohoku Shinkansen
==r==  Akita Shinkansen
=== Yamagata Shinkansen

=== Joetsu Shinkansen

=ce==  Hokuriku Shinkansen
=iwes  Tokaido Shinkansen
w=cees  Sanyo Shinkansen
==ge==  Kyushu Shinkansen

Major expressways
+ Hub airport

Sea of Japan
4| Dsaka International
4| Hiroshima

4 Yamaguchi Ube
4+ Kitakyushu

4+ Fukuoka

4/ Nagasaki

4+ Kumamoto
Kagoshima-Chug!

4| Kagoshima

4 Miyazaki

4+ Oita

4 Wakkanai .

4 Asahikawa

4+ Shin Chitose

4+ Hakodate #*Hakodate-hokuto
L Shin-aomori
‘- Hachinohe
Akita Morick
(s
B aits Y prioka
Shllz’
4+ Yamagata Sendai

X il Yamagata
iigata Niigat i

4 Chubu International
4+ Kansal International
4+ Takamatsu

4+ Kohchi

4 Matsuyama

21

4+ Sendai

4| Kushiro
4 Qbihiro

Pacific Ocean

4 Marita International

4 Tokyo International

4+ Maha

Copyright (C) 2021 JETRO. All rights reserved.
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Reason5. Livable society

November 2021

City Safety
“Health Security” Pillar

Tokyo

woia NO.1

l'Safe Cities Index 2021,
(The Economist Intelligence Unit)

22

City you want to live in

Osaka Tokyo

woid 2NA woa 4th

IThe Global Liveability Index 2021
(The Economist Intelligence Unit)

Copyright (C) 2021 JETRO. All rights reserved.
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Cities for Foodies
"""

Total number of Michelin stars

Tokyo 212

[Source] Compiled basad on Michalin Guide Tokye 2021,
Michalin Guide Kyoto, Osaka + Okayama 2021, and various prass materials.
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Comfortable Living Environment

"""
A P,
AL =
®
English speaking Wi-fi
Expanding medical institutions that Promoting the development
can accept foreign tourists to Japan. of a free public Wi-Fi netwark.

Assigning medical interpreters and
starting the examin ation of foreign
patients by foreign doctors.

International schools

Relaxation of the criteria for
approving the establishment of
international schools.
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