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Significant increase in Japan’s inward FDI

Stock and inflow both mark record highs

e
INVEST JAPAN

® Japan’s inward FDI stock at the end of 2016 was 27.8 trillion yen, renewing a record high.
® Inward FDI stock from Asia, the fastest growing investor region, has increased to 10 times above

2000 levels.
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Significant increase in Japan’s inward FDI

Stock and inflow both mark record highs

e
INVEST JAPAN

® The net inflow of Japan’s inward FDI in 2016 marked 3.8 trillion yen (about six times that of the
previous year), a record high since 1996 when comparisons could be made.
® Acquisition of the management of Kansai International Airport and Osaka International Airport
was the largest M&A in 2016.

Changes in the flow (net) of inward FDI into Japan by

Major inward M&A deals in Japan in 2016 (completed)
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Significant increase in Japan’s inward FDI INVEST JARAN
Stock and inflow both mark record highs

® The number of successful startups and business expansions of foreign/foreign-affiliated
companies supported by JETRO has increased by 2.5 times from five years ago.

Total number of investment projects supported by JETRO Number of successful startups and business expansions of
(FY2003-2016) foreign/foreign-affiliated companies supported by JETRO
200
174
Supported Projects 180 projects
160 .
15,972 25 times
X projects 140 increase
120
100
6ccessful startups \ 69
: H 80 rojects
and business expansion proj
60
1,579 ’
4
= 20
projects
FY2011 FY2012 FY2013 FY2014 FY2015 FY2016
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Significant increase in Japan’s inward FDI INVEST JARAN
Stock and inflow both mark record highs

® 70% of foreign-affiliated companies plan to expand their business and employment.

Current business conditions compared with the previous year Investment plans within the next five years

We will expand our business.

Good (upturnin .49 72.1%
(up e) 42.4% We will maintain the status quo. 23.6%
We will scale down our business. 3.5%
Unchanged 48.6% We will move from Japan to another
: 0.0%
COUntry. n=258

We will exit Japan. @ 0.8%

Bad (worsening) 8.9%
n=257
Outlook of business conditions in Japan Projected number of employees in Japan (within the next five
(over the next one or two years) years)
Good
o,
(upturning) 56.6% Number of employees will
. 69.5%
INCrease.
Number of employees will 7 0%
0, .
Unchanged 33.2% remain the same. ’
Number of employees will
3.5% n=256
Bad decrease.
. 10.2%
(worsening)
n=256
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Significant increase in Japan’s inward FDI

Stock and inflow both mark record highs

]
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® 66% of potential locations being considered by companies for secondary investment were

prefectures other than Tokyo.

Locations of secondary investment (top two prefectures) and types of business to expand

Rank Prefecture L Most Second Third most
projects selected most selected selected
Okinawa 1 | Tokyo 93 | Sales Customer service IF\{/Ig?Sufacturmg,
Tochigi 1% —
1% 2 | Osaka 43 | Sales Customer service R;SU acturing,
Other 3 Kanagawa 37 | Sales Customer service | R&D
Hokkaido 13% —
3% Tokyo 4 | Aichi 25 | Sales Customer service | Manufacturing
34%
5 Fukuoka 14 | Sales Customer service | Logistics
Hyogo Aichi
»;(yg 9% 6 | Hyogo 8 | Sales R&D Manufacturing
0 (o)
Kanagawa Osaka 7 Hokkaido 7 | Sales Customer service | Other
Fukuoka 5% o e
° 0 P Manufacturing,
8 | Tochigi 4| eep - ,
. . Sales,
8 Okinawa 4 | Manufacturing ) -
Customer service
n=270
Other 35
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New trend in inward FDI in Japan INVEST jApAN
Foreign technology contributing to innovation in Japanese society

Contributing to solving Japan’s problems through technologies of the Fourth Industrial Revolution
(such as loT and Al)

Philips Japan (Netherlands) - Countermeasures for medical specialist shortage, improvement of labor productivity,
promotion of regional cooperation among hospitals and quality improvement in healthcare

® \With needs for ICUs increasing year by year, addressing the shortage of medical
specialists and improvement of utilization efficiency of ICUs have become challenges in

Japanese hospitals. pH I LI ps

® Philips Japan set up an R&D center in Showa University Hospital in February 2017, and
started researching a “remote management program for intensive care patients” to
network ICUs of multiple hospitals.

® The system enables remote monitoring of conditions, bio-information, medication
history, etc. of ICU patients through a network.

® Through an effective approach drawn up by combining big data from more than 3
million cases, the length of stay in ICUs was reduced by 20% in a comparative
experiment in the US.

® One medical specialist and three nurses can monitor 150 patients from a control center.
Because a limited number of medical specialists and nurses can effectively care ICU
patients, the system can be used for medical cooperation with local hospitals suffering
from medical specialist shortage.
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Foreign technology contributing to innovation in Japanese society
Foreign-affiliated EC companies establishing procurement bases in Japan

vip.com (China)

® Chinese B-to-C EC site operator which ranks third in total B-to-C transactions in China (the number of users .\
exceeds 200 million). DD T=
® Established a Japanese corporation In Tokyo in January 2016. Established a system to directly handle the le-com

entire process from product procurement to sales to distribution to ensure a steady supply of Japanese
brand products to Chinese consumers by sourcing products directly from makers and exclusive agents.

® Aims to be a strategic partner for Japanese companies to develop overseas markets by building a
collaborative relationship to discover potential best sellers and develop them into attractive goods.

® Hopes to contribute to regional vitalization in Japan by selling “hidden treasures” rooted in communities of
Japan to Chinese consumers.

Creating new value through “sharing economy” business model

honestbee (Singapore)

® A company that provides personal shopping services with a focus on fresh food and groceries.

® After customers place their orders through an application it has uniquely developed, it fulfills the customers’
desired orders and requests and delivers them in as short as one hour to customers’ homes, saving them @
both time and labor. ’s
honestbee

® As the lifestyles of people are diversifying, the service features a business model based on a sharing
economy where individuals such as housewives and students utilize their spare time for productive and
flexible work.

® |t is expected to help customers in their daily life and also promote employment and vitalize economy of
communities.
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New Trend in inward FDI in Japan INVEJRJAPAN
Foreignh technology contributing to innovation in Japanese society

® Efforts by foreign-affiliated companies may indicate solutions for Japanese companies and
society to pursue “improvement of productivity” and “work-style reform.”

Productivity compared with one or two years ago

It has improved. 43.5%
It remains unchanged. 51.4%
It has worsened. 5.1% n=255

Measures implemented in order to enhance productivity (multiple answers)
Training, human resource development 50.5%

Employing appropriate personnel based on each task 37.6%

[ Reviewing work procedures (improvement of operational processes, shortening the time for meetings) 34.9% ]

Introducing more variety of ways of working (telecommuting, flex time, shorter working hours) 2_9.4%

Finding new markets 26.6%
Enhancing sales activities for existing products as well as services 25.7%
Promoting diversity in workforce or advancement of women 22.9%
Streamlining of back-office divisions 18.3%
Establishing new business fields and new business areas 14.7%
Utilization of ICT (including loT, big data, Al) 13.8%
Shortening of working hours (“no overtime” days, morning shifts, prohibition of late-night overtime) 12.8%
Streamlining supply activities 11.0%
Streamlining logistics 8.3%

n=109
Other 5.5%
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Making Japan the most business-friendly country in the world INVEST iAPAN

® The most frequent request to the Japanese government and industries is “fostering globally

competitive human resources.”

Improvement by the Japanese government or industries, which you would like to see (multiple answers)

-

Fostering globally competitive human resources (Japanese)
Improvement of communication in foreign languages

Simplification of administrative procedures (Reduction of number of procedures)

Addressing internationally unharmonized and incompatible business

\ permit/licenses

35.7%
32.2%

32.2%

31.4% )

Provide administrative procedures in multiple languages

Deregulation (reduction/abolition of regulation, relaxing standard for business
permit/licenses)

Tax System

Attracting highly-skilled foreign professionals (Relaxation of requirements for
visas)

Setting up more online systems for administrative procedures
Simplification of import/export procedures

Promoting employment of international students

Living conditions for foreigners

Other

23.5%

23.1%
22.0%
20.0%
19.2%
18.4%
9.4%
7.1%

2.7%
n=255
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Making Japan the most business-friendly country in the world

INVEST JAPAN

® Foreign-affiliated companies feel difficulty in securing “engineers who can

communicate in foreign languages.”

Issues particularly troublesome for securing human resources
(top two options)

Category of jobs most difficult to fill (multiple answers)

[

Lack of human resources who can
communicate in foreign languages

66.7%]

Difficulty in finding specialists

High hiring cost

Low mobility in labor market

Inclination of workers (e.g. they are
reluctant to work for foreign-
affiliated companies.)

Low employee retention rate

Other

35.7%

25.5%

25.1%

24.7%

5.5%

6.7%

n=255

Engineering (Staff) 49.4%
Engineering (Manager) 33.2%
Sales (Manager) 27.7%
Sales (Staff) 27.7%
Corporate planning (Manager) 21.7%
Corporate planning (Staff) 13.0%
Customer service (Staff) 8.3%
Customer service (Manager) 7.1%
General af(fs/li;sn/:gd;)inistration 5 1%
General affairs/administration (Staff) 3.2% n=253
Other 9.1%
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Making Japan the most business-friendly country in the world
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® Regarding “rigid and complicated administrative procedures and regulations,” many pointed
out “too many procedures and points of contact” and “internationally unharmonized and

incompatible business permits/licenses” in matters such as “tax matters,’

“status of residence” and “safety standards/regulations of products.”

Administrative procedures and regulations that need

improvement (top two options)

“labor matters,”

Specific issues needing improvement regarding
administrative procedures/regulations (top two options)

3750

Complicated administrative procedures (Too
many procedures and points of contact)

Internationally unharmonized and
incompatible business permits/licenses

Excessive legal restrictions, rigid business
permits/licenses

( Tax matters
Labor matters 25.4%
Status of residence (visa) 22.9%
Safety standards/regulations o
\ of products 22.9%
Social insurance 19.6%
Company registration 10.4%
Trade 6.7%
Procedures for construction permit 6.3%
Intellectual property 5.0%
Environmental regulations (environmental o
impact assessment, etc.) 4.2%
Other 10.4%
n=240

Excessive amount of required documents

Inconvenience caused by the lack of online
procedures

Translation of required documents

Excessive amount of time required for
procedures and permits/licenses

Insufficient information or support

Unclear handling at points of contact for
administrative applications/permits

High cost of application and procedures

Other

~
36.3%
32.9%
27.9%
20.4%
15.4%
12.1%
11.7%
10.0%
8.8%
4.2%
3-8% n=240
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JETRO's efforts going forward INVEST jAPAN

1. JETRO will contribute to the acceleration of innovation and solutions to problems that
Japan faces through the promotion of inward FDI.

® JETRO will strengthen the support for foreign companies entering Japan who possess innovative
technology and new business models. By taking in these elements, JETRO will certainly contribute
to addressing issues that Japan faces such as the shortage of labor.

2. JETRO will contribute to resolving challenges that foreign/foreign-affiliated companies
face.

® Through the recently introduced “Personal Advisor System for Foreign Companies,” JETRO will
contribute to resolving challenges that foreign/foreign-affiliated companies face, by actively
identifying the needs of about 1,000 companies selected for support and bringing proposals to
the government.

® Regarding the securing of human resources in particular, a serious administrative challenge for
companies, JETRO will hold more networking events for international students, global human
resources and foreign-affiliated companies in local cities. JETRO will seek solutions together with
companies by collaborating with local universities and strengthening outreach toward students in
the science and engineering majors whom companies are longing to hire.
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JETRQ’s efforts going forward INVEST iAPAN

Personal Advisors System for Foreign Companies

JETRO personnel in charge of attracting investment (Personal Advisors for Foreign Companies)
proactively conduct interview surveys on the needs of JETRO-supported companies and provide detailed
support.

Proactively hearing the needs of companies to

solve the problems. Personal Advisors System

* Unsure of what kind of regulations or for Foreign Companies

procedures are necessary

* Need information on policies and market trends ( \
in English Support for individual projects:

® Providing market information
® Support for constructing business models through

5 strategic proposals
.\ /l =) ® Consultation by an expert (administrative scrivener,
?) judicial scrivener, tax accountant, accountant, etc.)
® Support for human resources and property search
1,000 foreign \0 Provision of temporary office J
companies Proposals to the Cooperation with )
government: municipalities:
® ]Ic?ecommendations]c ® Support for(ijnspection
. : : or improvement o missions and interview
Need information on government and local regulations and arrangement
incentives procedures ® Providing incentive
- Request addressing of regulatory and information
procedural barriers and obstacles for business 4
Government, ministries Local governments, etc.
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JETRO’s efforts going forward INVESRJAPAN

Foreign staff members assigned to desks dedicated to specific country/region
(North America, China, Taiwan, ASEAN, India and Korea)

Six staff members respond to inquiries from companies in their respective languages based on the
understanding of the business and culture of the country/region

Copyright (C) 2017 JETRO. All rights reserved. i 15



JETRO’s efforts going forward INVEST }APAN

Assisting foreign-affiliated companies with their access to global talent

® Foreign-affiliated companies in Japan point out “difficulty in finding human resources” as their administrative
challenge. On the other hand, raising the graduate employment rate of international students who wish to work in
Japan is a policy issue.

Mm Foreign-affiliated

Invitation to companies in Japan Provision of information International
the event on recruitment Students Support
Network
Cooperation Networking
. [—]
request Event g %%/_;E
N PSR
Invitation to 1 Invitation to the event ‘;?_‘;\/_!\‘7_7
the eventa Global talent/ BV 0L TONRARVINTLLO0

Major universities in Japan

international students Provision of information
on recruitment

Exchange Students/Global talent & Foreign-affiliated Company

Networking Event
Date & time: Wednesday, October 18, 2017, 13 : 00~18 : 00

Venue: JETRO Exhibition Hall / Conference room

Co-organizer: International Students Support Network

Participants:

- 239 foreign students, global talents (including Japanese students who have studied
abroad or returnee students, etc.)

- 66 foreign-affiliated companies
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Invest Japan Department

Invest Japan Report Web address Japan External Trade Organization (JETRO)
Japanese: https://www.jetro.go.jp/invest/reference.html 1-12-32, Akasaka, Minato-ku, Tokyo
English: https://www.jetro.go.jp/en/invest/reports.html 107-6006 Japan
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