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| Survey outline and profile of the respondent firms

1. Survey targets

Total of 9,357 firms engaged in overseas business

2. Survey topics

(1) Trade operations and trade-related issues
(2) Overseas investment and domestic operations
(3) Utilization of free trade agreements (FTAS)

(4) Impact of the damage caused by the Great East Japan
Earthquake and Thailand floods

(5) Impact of the strong yen on overseas business
3. Period

Distribution of questionnaires: November 30, 2011
Deadline: December 28, 2011

4. Response

Distribution of questionnaires: 9,357 (of which, 3,178 are
JETRO member firms)

Number of valid responses: 2,769 (of which, 1,034 are JETRO
member firms)

Response ratio: 29.6%

* This Survey was the eleventh of its kind, with the first implemented in
FY2002 covering only JETRO member firms. The FY2011 survey
covered 3,178 JETRO member firms plus 6,179 firms selected from lists,
etc. of trade-related entities of various regions (with regard to the
increased part, there is no continuity between the FY2011 survey and
past surveys).

Figure 1-1: Profile of respondent firms by industry

(Unit: %)

No.offirs |  SMESs %

All respondents

2,769 (2291)]  100.0

Manufacturing total

1575 (1331)] 56.9

Manufacturing with overseas production bases 679  (471) 24.5

Manufacturing with domestic production bases only 896 (860) 32.4

Food & beverages

197 (177) 7.1

Textiles/clothing

114]  (109) 4.1

Wood & wood products/furniture & building materials/paper & pulp 77 (70) 2.8

Chemicals

83 (55 3.0

Medical products & cosmetics

44 (34) 1.6

Coal & petroleum products/plastics/rubber products 103 (86) 3.7

Ceramics/earth & stone

49 (43) 18

Iron & steel/non-ferrous metals/metal products 211 (185) 7.6

General machinery

168] (145 6.1

Electrical equipment

95 (70) 3.4

IT equipment/electronic parts & devices

50) (43 2.1

Cars/car parts/other transportation machinery 125 (89) 4.5

Precision equipment

76|  (64) 2.7

Other manufacturing

174]  (161) 6.3

Non-manufacturing total

1,194]  (960) 43.1

Trade & wholesale

713]  (629)] 257

Retail 78 (59) 2.8
Construction 53 (36) 1.9
Transport 51 (36) 1.8

Finance & insurance

64 (6) 2.3

Professional services

54 (47) 2.0

Electricity, gas and water

10 (4 0.4

Telecommunications services

49 (46) 18

Other non-manufacturing

122 (97) 4.4

Large-scale companies

478 = 17.3

Small and medium-sized enterprises (SMEs)

2,291 = 82.7

Note: SMEs are classified as such based on the definition given in the Small and Medium-Sized Enterprise

Basic Act of Japan.

* Due to rounding, the percentages stated in the figures in this document do not necessarily add up to 100%.
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1. Survey outline and profile of the respondent firms

1. Status of export operations and overseas bases (location)

Expanding business overseas, especially in Asia

@ China and other Asian countries are important business partners. Approximately 30% of SMEs have operating bases in China.

68.8% of respondent firms engage in export, while 51.5% have overseas bases. The ratio of SMEs with overseas bases to the total number of respondent SMEs is 44.9%,
lower than the comparative ratio for large-scale firms of 83.3%. However, the ratio of firms engaged in export to the total number of respondents is the same at around
70% for SMEs and large-scale firms. Asian economies are the main destinations for exported goods and services as well as the main locations for overseas bases.

72.6% of large-scale companies own overseas bases in China, with 28.7% of SMEs, or 658 firms, having established sales and/or production bases there.

Figure 1-2: Firms with export operation

China

Total: 1,904 firms

Large-scale firms:
336 firms

SMEs: 1,568 firms
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Taiwan

Korea
us
Hong Kong
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68.89
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Figure 1-3: Firms with overseas teram
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Figure 1-4: Export destination
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Figure 1-5: Overseas bases by location
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Figure 1-6: Overseas bases by
location and firm size
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1. Survey outline and profile of the respondent firms

2. Status of overseas bases (by function)

Number of sales and production bases leveling off

@ Establishment of R&D bases and regional headquarters in China on the rise

Of all respondent firms with overseas bases, those with sales bases and production bases account for 64.4% and 57.7%.

Trends in overseas bases by function in selected economies show that the number of sales and production bases established in major countries and regions has almost
leveled off. However, an increasing, albeit small, number of firms have established R&D bases and regional headquarters overseas. In particular, the number of firms
with R&D bases in China is larger in the latest survey than in the previous one, indicating that the functions of operating bases in China have been diversifying.

Figure 1-8: Trends in overseas bases by function in selected economies (multiple answers)

0, .
e(o%)— ) (Sales base) 68@ (Production base)
548 52.4
Figure 1-7: Overseas bases by function (multiple 50 | 50 | 46.2 458
answers) BFY2010 survey (n=663) : OFY 2010 survey (n=663)
40 + 38.037.4 mFY2011 survey (n=674) 40 |
lesh 293 mFY 2011 survey (n=674)
Sales bases
i 99274 28.3
30 A 2L 47046 30 a1
T 218
Production bases 20 + 20 18.3 159
119119 110404
10 1 10 | ;
Regional HQ
0 0
China us Thailand ~ Western ~ Taiwan China  Thailand us Indonesia  Taiwan
Europe
R&D bases %)
10 (%) . |
1 10 - Regional H
Other : 0 (R&D base) (Reg Q)
(Multiple answers. n=1,426) 9
g | e OFY 2010 survey (n=663)
8 4 PR
0 10 20 30 40 50 0 4y 70 7 OFY 2010 survey (n=663) i — e BFY 2011 survey (n=674)
6 - 6 |
5 - ]
@FY 2011 survey (n=674) 5
4 - 4
34 3 -
2 4 2 4
1 I
0 0 . . : :
China us Western Thailand Korea China us Western Singapore Hong Kong

Europe Europe
Note: For comparison with the results of the past survey, the responses from JETRO member firms arone are taken into account.
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2. Trade and related issues

1. Export business plans

Chinese and other Asian markets remaining the focus of attention

® 60% of firms demonstrate a positive stance toward exports. China and other Asian countries are the major export targets. By industry, many firms in
the food and beverages sector state that they will consider starting exports.

Firms that will expand exports (over about the next three years) account for 50.3% of the total number of respondents. Including firms that have “not engaged in
exports but are willing to do so”, those demonstrating a positive stance toward exports account for 60%. The highest ratio, 68.9%, of firms are interested in China
as a target market, followed by the US, India and Indonesia.

By industry, the highest ratio, 88.6%, of firms in the medical products and cosmetics sector will expand exports or were willing to begin exporting. Meanwhile, an
outstanding ratio of 17.8% of firms in the food and beverages sector will consider starting exports in future.

Figure 2-1: Export business plan (for the coming three years or so) Figure 2-2: Countries and regions targeted by firms planning to expand or start
export business
China | 689
Us 31.1
India 28.8

Indonesia | 276
27.5

Expansion of exports Thailand — 27

Taiwan _ 264

Considering starting export Korea 26.1
business S 7 =
Viet Nam 234
Westem Europe 22.8

Hong Kong I 17.8

Singapore :— 15.7

Maintain the current scale Malaysia : 135 (n=1.661)
®Total (n=2,769) Russia & CIS 12.0
Brazil h 12.0 (%)

O Large-scale firms o i6 56 50 50 £5 &6 =
18 m(S”M‘;f?nzzyzgl) Figure 2-3: Major industries planning to expand or start export business (Number of firms: 96)
S"\tlgr{i%gﬁls&ﬁess Industry Total respondents|| Expand exports [Considering starting exports|| Subtotal
Medical products & cosmetics 44 84.1 4.5 88.6
Precision equipment 76| 69.7 7.9 77.6
Considering downscaling or Food & beverages 197 58.4 17.8 76.2
closure of export business General machinery 168, 67.3 6.0 73.3
15 Chemicals 83 68.7 2.4 711
, , , , , , . Electrical equipment 95| 62.1 7.4 69.5
0 10 20 30 40 50 60 70 Ceramics/earth & stone 49| 63.3 2.0 65.3
Plastics/rubber products, etc. 103|| 57.3 7.8 65.1
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2. Trade and related issues

2. Challenges and obstacles regarding exports

Tariffs, import regulations and logistics infrastructure in the BRICs are seen as obstacles

@ Tariffs and numerous rules and regulations in the BRICs and some other economies are cited as obstacles to exports.

Many respondent firms point out that collecting information on the preferences and needs of the destination markets and expanding local sales and distribution
networks are challenges for exporting.

The largest proportion (35.2%) of all firms name China as the country/region putting up most obstacles, followed by India, Korea, Russia and Brazil. Factors
making export difficult include high tariffs (China, India, Korea and Brazil), troublesome customs clearance procedures (China, Russia and Indonesia), rigorous
import regulations or regulations differing from those of Japan (Russia and Indonesia) and insufficient logistics infrastructure (India).

Figure 2-5: Economies cited as having obstacles and issues cited as obstacles for export business (multiple answers)
Total China India Korea Russia & CIS Brazil Indonesia

Major obstacles for export

bafiEss No. of |% ofthe| No.of |%ofthe | No.of |%ofthe| No.of [%ofthe| No.of |%ofthe| No.of |%ofthe| No.of [% ofthe

responses | total |responses| total |responses| total [responses| total ([responses| total |[responses| total |responses| total

Figure 2-4: Matters seen as essential for export
business (multiple answers) Number of times cited and

(96) {96 of total respondent firms | 2121 -| 747| 35.2| 136| 6.4 105 50/ 79 37| 75| 35 69| 33
) Total | OESCAR | gy
Matters seen as essenial =212y | (T | (o=1769 | |High tariffs 409| 19.3| 225/ 30.1| 59| 43.4| 46| 438/ 18| 228 51| 68.0| 16| 23.2

Collection of information on the
preferences and needs of the 35.5 39.2 34.8
destination markets

Collection of information on tariff
rates, import regulations and other 26.2 33.9 24.6 | |Other import regulations

Customs clearance

procedures (complicated, 409| 19.3| 285 38.2 39| 287 7 6.7 34 43.0 18| 24.0 25 36.2

time-consuming, etc.)

systems (rigorous, different from 345 16.3| 213| 285 28| 20.6 14| 133 33| 418 20| 26.7 23] 333
Securing new buyers (participation Japanese regulations, etc.)
in trade shows and business 23.0 21.8 23.2

Responses from importers
(collection of proceeds, 268| 12.6| 185| 24.8 28| 20.6 17( 16.2 16| 20.3 4 53 12| 174
215 38.1 25.4 | |etc)

meetings, etc.)

Expansion of local sales and
distribution networks

Development of new products for Intellecntual property rights 219 103 202| 270 6 44 14l 133 0 00 0 00 2 43
export and the localization of 195 24.6 18.5 | [protection
existing products

Import regulations on 163| 77| 103| 138/ 1| 07| 28| 267 13| 165 3| 40| 4] 58

radioactive materials

Local logistics (infrastructure

development, transportation 161 7.6 55 74 55| 40.4 2 19 11| 139 8| 10.7 15| 21.7

networks, etc.)
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3. Overseas investment and domestic operations

1. Domestic and overseas business plans (for the next three years)

Plans to expand overseas operations are continuing to increase

the previous survey to 46.2%.

@® More than 70% of SMEs are willing to actively expand their overseas operations.

Firms planning to expand overseas operations (through new investment or expanding existing bases) in the next three years or so
increased by 4.2 percentage points from 69.0% in the previous survey to 73.2% (see Note). By firm size, the proportion of large-scale
companies rose from 73.2% to 76.8%, and SMEs from 66.0% to 71.4%. Plans to expand domestic operations also rose from 40.7% in
(Note) For comparison with the results of the past survey, responses from JETRO member firms alone are taken into account.

Figure 3-1: Overseas business plans

. 24
FY 2008 survey — -
(n=928) 50.3 329 ! : X
FY 2009 survey
(n=935) 56.0 27.9
FY 2010 survey 2.9
(n=1,002) 69.0 18.2 0.47 7.4 2
3.4
FY 2011 survey
(n=1,034) 732 15.1 O_GE 44 33
0 10 20 30 40 50 70 80 90 (%) 100

DOExpand operations @ Maintain current scale 8 Scale down or close the business B No investment overseas ®Others 0 Unknown/no answer

By scale of the firms

Large-scale 00
firms 76.8 9.5 49443] 46
(n=349)
09=29
SMEs

(n=685) 714 18.0 4.2 24
0 10 20 30 40 50 70 80 90 100
Note: Legends are the same as those for Figure 3-1. (%)
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Figure 3-2: Domestic business plans

Note: Legends are the same as those for Figure 3-2.
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46.2 455
0 10 20 30 40 50 60 70 80
O Maintain current scale B Scale down or close the business mOthers O Unknown/no answer
By scale of the firms
17
4.4 458 20l 52
1.2
472 453 348 31
0 10 20 30 40 50 60 70 80 90 100

(%)

Japan External Trade Organization (JETRO)



3. Overseas investment and domestic operations

2. Domestic and overseas business plans (for the next three years, by industry)

Increasing number of non-manufacturers to expand overseas operations as well (1)

@ Largest number of non-manufacturers planning to expand overseas operations only

The largest number of manufacturers (607 firms, about 40% of the total number of manufacturers) plan to expand both domestic and overseas operations, while the
largest number of non-manufacturers (357 firms) plan to expand overseas operations only. By company size, the largest share of both large-scale companies and
SMEs plan to expand both domestic and overseas operations.

By industry, more than 70% of firms in the sectors of cars/car parts/other transportation machinery, chemicals and medical products and cosmetics will expand
their overseas operations and these manufacturing sectors are ranked high in the list of the top 10 industries expanding their overseas business. However, non-
manufacturing sectors such as information and software, transport, professional services and construction are also included in the list.

Figure 3-3: Firms expanding their overseas/domestic business (by Figure 3-4: Top 10 industries expanding their overseas/domestic
industry group; by scale of the firms) business
Industry 09207 Expandlng %
0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0 80.0 90.0 100.0 respondents | _firms
: : : : : : : : : ‘ Total 2,769 1,666 60.2
1 0
€———— Expand overseas operations (602%) ——> (/‘T) 1 |Cars/car parts/other transportation machinery 125 95| 76.0
All industries i :
(ne2.769) 773 o 2 Cher.nlcals . 83 63| 75.9
Expens] domestic operations 43.1%6) =y T @ | 3 |Medical products & cosmetics 44 32| 727
= EX| X | - =
J <-Bo P 0 => S| 4 |IT equipment/electronic parts & devices 59 41| 69.5
<«€———  Expand overseas operations (65.0%) ———————> @ | 5 |Information & software 49 34| 69.4
Manufacturing 116 607 & | 6 |Electrical equipment 95 65| 68.4
(n=1,573) 3 | 7 |General machinery 168 113 67.3
<& — Expand domestic operations (42.2%) =3»- 8 |Transport 51 34 66.7
b ) N By industry group - - -
Non <«——  Expand overseas operations (53.9%) ——» =t 9 |Professional services 54 36| 66.7
manufacturing e | _: ECE o ] | 10 |Construction 53 35| 66.0
=2194) | —  essssliigy 0O | 1 Total 2,769 1,193| 43.1
| <€~— Expand domestic operations (44.2%) = > 1 |Information & software 49 39| 79.6
<«————  Expand overseas operations (78.2%) —_— w | 2 |Medical products & cosmetics 44 28| 63.6
SCale e ——— 7~~~ — — = == =~ == = 7]
Lar?ifnfsc ale 188 ! 2 | 3 |Professional services 54 33| 61.1
=47y |  —— e T ! 2| 4 |Food & beverages 197 115 58.4
<=~ Expand domestic operations (45.2%) = = > 2| 5 |wood &wood products/fumiture & building materials/paper & pulp 77 41| 53.2
- . w
< Expand overseas operations (56.4%) — me—— |_By scale of the firms | € | 6 [Electrical equipment 95 45| 47.4
SMEs s | s T 8| 7 |Retail 78 37| 47.4
(n=2,291) - 8 |Chemicals 83 38| 45.8
<€~ Expand domestic operations (42.6%) =% 9 |Other non-manufacturing 122 54| 44.3
. 10 |Trade & wholesale 713 304| 42.6
[Z] Expand overseas operations only M Expand both overseas and domestic operations [Z1 Expand domestic operations only
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3. Overseas investment and domestic operations

3. Domestic and overseas business plans (for the next three years, by function)

Increasing number of non-manufacturers to expand overseas operations as well (2)

@ Overseas sales operations expanding significantly in retail sector of non-manufacturing industries and food and beverages sector of manufacturing
industries

Broken down by function (sales, production, R&D, etc.), the majority of firms are expanding sales operations both overseas and in Japan (more than 70% of firms
in each case). The ratio of firms expanding production of mid- to low-end products, R&D for the localization of products, regional headquarters and distribution
functions overseas is higher than that of firms expanding such functions in Japan. In contrast, the ratio of firms boosting the production of high-end products and
R&D for primary research and new product development in Japan is higher than that of firms expanding such functions overseas.

By industry, about 90% of firms in the retail, food and beverages, and trade and wholesale sectors will expand their overseas sales operations.

Figure 3-6: Industries expanding sales operations and the production of mid-to low-

Figure 3-5: Functions to be expanded in Japan and overseas (all industries) end products overseas
CF 1763 Expanding sales operations overseas No.of | No. of expanding
Sales operations respondents firms %
; mic-o! L 390 | 713 Total 1,602 1,222 76.3
Production (mid- o low-en : Large-scale firms 356 275 77.2
producty) | 15 SMEs 1246 947 76.0
Production (high-end products) | 260 | 432 1 |Retail 35 32 91.4
= ' 2 |Food & beverages 117 103 88.0
R&D (localization) . 162 3 [Trade & wholesale 378 323 85.4
E 140 4 |Precision equipment 47 39 83.0
Distribution E—Im.l 5 |Medical products & cosmetics 29 24 82.8
it 114 | 385 Expanding production of mid- to low-
£ o5 ' end products overseas No. of Number of
Regional HQ ;IO ' respondents | expanding firms %

- } _ Total 1,602 625 39.0
R&D (primary research) b - e (11,002 muliple Large-scale firms 356 163 4538
i 45 ' Oln Japan (n=1,017, multiple SMEs 1,246 462 37.1
Other E—IZ o answers) 1 |IT equipment/electronic parts & devices 40 31 77.5
0* 1‘0 2‘0 3‘0 4‘0 5‘0 6‘0 7‘0 8‘0 o 2 [Coal & petroleum products/plastics/rubber products 63 44 69.8
Note: n indicates the number of firms that plan to expand overseas/domestic businesses after excluding those which have 3 |Cars/car partS/ other transportation machinery 91 61 67.0
not specified the functions to be expanded. 4 |General machine ry 110 72 65.5
5 |Textiles/clothing 59 38 64.4

Note: n indicates the number of firms that plan to expand overseas/domestic businesses after excluding those
which have not specified the functions to be expanded.
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3. Overseas investment and domestic operations

4. Business expansion plans by function and country/region

Plans to expand the functions of overseas bases center on China (1)

@ Thailand ranks second across almost all functions following top-ranking China.

A look at countries/regions where firms are planning to expand business and their functions finds that China ranks top across all
functions, with Thailand in second place for all but a few, such as regional headquarters.

Figure 3-7: Overseas business expansion plans by function and country/region (over the next three years or so; top 10 countries/regions)
(Multiple answers; %)

Sales operations Production (mid- to low-end products and high-end products) R&D (primary research, new product development and
Production (mid- to low-end Production (high-end products) localization) R&D (primary research)
products)

ranking | Country/region | Share |rening| Country/region | Share |raning| Country/region | Share |renkng( Country/region | Share [renking| Country/region | Share |raning| Country/region | Share

1 |China 51.5| 1 |China 32.5| 1 |China 24.8] 1 |China 14.7] 1 |China 13.5] 1 |China 1.9

2 |Thailand 18.3] 2 |Thailand 12.1] 2 |Thailand 9.7 2 |Thailand 5.4 2 |Thailand 4.4] 2 |[Thailand 0.5

3 |Indonesia 17.0] 3 |Indonesia 8.7] 3 |Indonesia 6.9] 3 |US 4.6 3 [US 39| 2 |US 0.5

4 |India 16.9] 4 |Viet Nam 8.3] 3 |Viet Nam 6.9] 4 |Viet Nam 3.4] 4 |Western Europe 3.2| 4 |India 0.4

5 |US 15.7] 5 |India 6.1] 5 |India 5.2 5 |Indonesia 3.3| 5 |Indonesia 3.1f 5 |Singapore 0.3

6 |Taiwan 15.0] 6 |US 6.0] 6 |Korea 3.3] 6 |Western Europe 2.6] 6 |Taiwan 3.0l 5 |Viet Nam 0.3

7 |Korea 14.8] 7 |Korea 471 7 |Taiwan 2.6] 7 |Taiwan 2.4] 7 |India 2.9] 5 |Western Europe 0.3

8 [Viet Nam 12.4] 8 |Taiwan 4.4] 8 [Malaysia 2.4] 8 |Korea 1.9] 8 [Korea 2.6 8 |Hong Kong 0.2

9 |Western Europe| 11.5| 9 |Malaysia 3.9] 8 |US 2.4] 9 |Malaysia 1.7] 9 |VietNam 2.3] 8 |Taiwan 0.2

10 |Hong Kong 11.5] 10 |Western Europe 3.4] 10 |Brazil 1.8] 9 |India 1.7] 10 |Hong Kong 1.9] 8 |C & E Europe 0.2

Regional HQ Distribution
R&D (new product development and localization)
R&D (new product development) R&D (localization)

ranking | Country/region | Share |reing| Country/region | Share |raning| Country/region | Share |rening[ Country/region | Share |rankng| Country/region | Share

1 |China 13.0] 1 |China 6.4 1 |China 9.6] 1 |China 45 1 |[China 8.5

2 |Thailand 4.2 2 [US 2.6] 2 |Thailand 3.4] 2 |Singapore 2.9 2 |Thailand 3.1

3 [US 3.9] 3 |Western Europe 1.8] 3 |US 2.4] 3 |Western Europe 2.0l 3 |Indonesia 2.4

4 |Western Europe 3.1 4 |Thailand 1.6] 4 |Indonesia 2.4 4 |Thailand 1.7 4 |Hong Kong 2.2

5 |Indonesia 3.1] 5 |Taiwan 1.2| 5 |Western Europe 2.1] 4 |US 1.7] 5 |India 2.0 Note: Of the respondents

6 |Taiwan 2.9] 5 |Korea 1.2| 6 |Taiwan 2.1] 6 |Hong Kong 1.4] 6 |Singapore 1.9] which planto expand

7 [india 2.7 5 [Indonesia 1.2| 6 |india 21| 7 [India 11| 7 |VietNam | e e ohich have

8 |Korea 2.6] 8 |Viet Nam 1.1] 8 [Korea 1.7] 8 [Indonesia 0.7] 8 |Taiwan 15| notspecified the function to

9 [Viet Nam 2.2l 9 [India 0.9] 9 [Viet Nam 1.6] 9 |Taiwan 0.6 9 [Korea 1.2| expandareexcluded from

10 |Hong Kong 1.9] 10 |Hong Kong/Malaysia 0.7] 10 |Hong Kong 1.4] 10 |Malaysia 0.6] 10 |Malaysia 0.9 thenumberof respondents
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3. Overseas Investment and Domestic Operations

5. Business expansion plans by function, country/region and size of firm

Plans to expand the functions of overseas bases center on China (2)

Korea and the US.

@ Large-scale firms attach greater importance to India, Indonesia and Thailand, whereas SMEs’ interests cover a wider area including ASEAN
countries, Taiwan and Korea.

By firm size, around 60% of large-scale firms and around 50% of SMEs will expand sales operations overseas. Excluding China, large-scale firms place greater
emphasis on India, Indonesia, and Thailand than other countries/regions for expansion of sales operations and production in particular. Meanwhile, SMEs
examined diversified areas for the expansion of their sales operations, with almost the same level of attention centered on each of the ASEAN countries, Taiwan,

Figure 3-8: Overseas business expansion plans by function and country/region (over the next three years or so)
(Multiple answers; %)

Large-scale firms SMEs
Production Production

&2 ° &2 °

-(..%, % o c '§ g o =

> <§: S E 8 g % ° E =

= o8 |58 g 2 o o8 |58 g 3

@ To | &2 fa) 2 = P To | &2 fa) g =

= So|l2o| « o B = Bo|20o o 2 B

0 =5 | TS 04 24 =) %) =5 | TS 04 24 [a)
China 57.00 390 30.6] 17.7] 152 104 146] 499 306 232 139 131 2.8 6.7
Hong Kong 5.1 0.8 0.6 0.6 11 2.0 2.2 133 2.3 1.0 1.6 2.1 1.2 2.2
Taiwan 8.7 3.1 1.4 2.0 2.0 0.6 11 169 4.7 2.9 2.5 3.3 0.6 1.6
Korea 9.3 5.6 4.2 2.0 11 0.0 11 164 45 3.0 1.8 3.0 0.3 1.3
Singapore 10.7 2.8 17 2.0 0.8 6.7 25 102 1.9 0.7 1.3 1.6 1.8 17
Thailand 20.5) 177 143 8.4 7.0 4.2 65| 17.7] 105 8.3 45 3.6 1.0 2.2
Malaysia 5.9 5.3 3.9 2.2 14 11 0.8 9.5 35 2.0 1.6 1.6 0.4 1.0
Indonesia 21.1] 163 138 4.8 2.8 0.8 45| 158 6.6 4.9 2.9 3.1 0.6 1.8
Philippines 2.5 3.1 2.8 11 0.0 0.0 0.0 3.5 1.2 1.0 0.3 0.6 0.2 0.2
Viet Nam 152 115 9.8 4.2 1.4 0.8 37 116 7.4 6.0 3.1 2.6 0.4 1.1
India 284] 140/ 121 45 45 3.1 45| 136 3.8 3.3 1.0 2.4 0.6 1.3
Australia 11 0.0 0.0 0.0 0.0 0.0 0.3 3.7 0.6 0.4 0.4 0.9 0.1 0.2
us 135 8.7 3.9 6.2 45 4.2 03] 16.3 5.2 2.0 4.1 3.8 1.0 0.7
Canada 1.4 0.3 0.3 0.0 0.0 0.0 0.0 2.6 0.8 0.2 0.6 0.7 0.1 0.0
Mexico 4.8 3.1 25 11 0.0 0.3 0.8 13 0.6 0.5 0.1 0.2 0.1 0.0
Brazil 13.2 5.3 5.1 1.4 11 1.4 2.0 4.1 1.0 0.9 0.2 0.5 0.1 0.2
Other Latin America 1.7 0.6 0.6 0.0 0.0 0.6 0.6 2.0 0.2 0.2 0.0 0.4 0.0 0.2] Notes: 1) Of the respondents which plan to
Western Europe 11.0 2.2 1.1 2.0 4.2 5.9 11 117 3.7 1.4 2.7 3.0 0.9 0.8] expand overseasidomestic businesses, those
C & E Europe 37 14 14 06 06 06 03 35 08 05 05 06] 01 02| wnichnavenolspeciied e iction o @pand
Russia & CIS 79| 20 20 03] 03 06 14 55 04 02 02 08 04 05 ¢ wereon) : P
Middle East 5.6 0.8 0.6 0.8 0.8 0.3 1.1 4.3 0.5 0.2 0.3 0.3 0.1 0.0 2) Figure that is 10% or higher is shaded.
Africa 2.2 0.0 0.0 0.0 0.0 0.0 0.3 1.5 0.3 0.2 0.2 0.3 0.1 0.2

Copyright (C) 2012 JETRO. All rights reserved.
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3. Overseas investment and domestic operations

Ve

6. Methods and reasons for overseas business development in future

Increasing overseas demand greatest determining factor for entry into the international arena

@ Establishment of new overseas bases is the most frequently used form of overseas business development.

As methods for development and reorganization of overseas business operations, “establishment of new overseas bases” is the most common response, at 52.5%,
followed by “additional capital investment and investment for expanding functions in existing overseas bases” at 44.9%. Large-scale companies also show a
positive attitude toward expansion through M&As (acquisitions of foreign companies, new large-scale investments in foreign companies, etc.).

“Increasing overseas demand” is the biggest reason for overseas investment, cited by more than 60% of firms which have either made inroads into overseas
markets or are considering doing so. The second biggest is “decreasing domestic demand”. However, manufacturers intending to start overseas operations in one to
two years are encouraged to do so more by “decreasing domestic demand” than by “increasing overseas demand”.

Figure 3-9: Methods for overseas business expansion

(%)
0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0
52.5
Establishment of new overseas bases 65.0
| 48.8
Additionalcapitalinvestmentand 449
investment forexpanding functionsin the 66.0
existing overseasbases ] 38.8
; P 25.0

Establishmentof a joint venture company 318

with local, Japanese and/or foreign firms

23.0

M&As (incl. new acquisition of foreign 9.8
companiesand newacquisition of 5% or 243
more of the shares) 57
b m Total (n=1,666)
Additional M&As (acquisition of additional 2.8
shares of the company merged and acquired 8.3 O Large-scale firms
tomake it a subsidiary, etc.) 12 (n=374)

]  SMESs (n=1,292)

No answer

(Multiple answers)

Note: n indicates the number of respondents planning to expand their overseas operations.
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Figure 3-10: Reasons for entry (already made/planning/considering) to overseas markets

(%) m Total(n=1,685)
CEntry already made (n=1,352)
@Planning to enter into overseas marketsin one or two years (n=100)

66.767.8
64 61.4 mPlanning to enter into overseas markets in several years (n=233)

(Multiple answers)

38.839.0

36.3

29.029.6

Laborcostsand labor
regulations in Japan

Increasingoverseas Decreasing domestic Client companiesentering Appreciation of the yen
demand demand overseas markets
Notes: 1) Displaying items with 10% or more answers only.
2) nindicates the numberof firms that have already entered orare planning/considering to enter overseas markets
afterexcluding those which have not specified the reasons.

9
( A’) m Increasing overseas demand
800 733 1 Decreasing domestic demand
700 —
68.3
700 | 65.0 Pl 639 625
60.0 58.5 T
53.6 51.8
50.0
413 380
40.0 35.0

30.0

20.0

10.0

0.0 "
Planning to enter

overseas markets

Entry already
made
(n=876)

Planning to enter  Planning to enter

overseas markets in ~ overseas markets made overseas markets

one or two years in several years (n=476) inone or two years  in several years
(n=60) (n=123) (n=40) (n=110)

Manufacturing Non-manufacturing
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3. Overseas investment and domestic operations

[ 7. Domestic and overseas operations: share of sales and operating income in FY2010 ]

Asia and Pacific region produced about 20% of sales and profits

® On average, about 70% of both sales and operating income produced domestically, 30% overseas

The share of the Asia and Pacific region account for approximately 20% of both sales and operating income (including overseas subsidiaries’ operations). By
company size, ratios accounted for by Asia and the Pacific are slightly higher for SMEs than large-scale firms, while the reverse is true for North and Latin America.
By industry, the share from overseas is particularly high in the trade and wholesale/retail sector.

Figure 3-11: Domestic and overseas operations’ share of sales in FY2010 (%)
No. of Domestic | Overseas ,
. Asiaand | nNorthand Latin | EUrope and
fII’mS SaIeS Sales the Pacific America Russia Other
Total 1,541 71.9 28.1 174 4.9 3.7 2.0
By scale |Large-scale firms 278 72.6 27.4 15.7 6.1 4.3 1.3
of firms  |SMEs 1,263 71.8 282 | 17.8 4.7 3.6 2.2
By Manufacturing 1,001 76.5 23.5 15.1 4.4 2.9 1.1
industry  |Non-manufacturing 540 63.4 36.6| 217 5.9 5.3 3.7
Trade & wholesale/retail 423 59.6 40.4 23.7 6.7 59 4.1
Services 117 76.9 23.1 14.3 3.1 3.1 2.6
Figure 3-12: Domestic and overseas operations’ share of operating income in FY2010 (%)
No. of Domestic Overseas
. operating operating Asiaand | Northand Latin [EUrope and Sl
firms income income the Pacific | America Russia
Total 1,137 71.3 28.7 18.5 4.6 3.7 1.9
By scale [Large-scale firms 195 73.3 26.7 16.7 5.8 3.5 0.8
of firms  |SMEs 942 70.9 20.1 18.9 4.4 3.8 2.1
By Manufacturing 712 75.9 24.1 16.3 4.3 2.6 0.9
industry  |Non-manufacturing 425 63.5 36.5 22.2 5.2 5.5 3.6
Trade & wholesale/retail 334 60.3 39.7 24.5 55 6.1 3.6
Services 91 75.3 24.7 14.1 3.9 3.3 3.4

Notes: 1) With regard to the sales data, figures provided by firms that booked overseas sales and revealed the sales ratio by region alone (1,541 firms) are accounted for.

2) With regard to the operating income data, figures provided by firms that booked overseas sales and revealed the operating income ratio by region alone (1,137 companies) are accounted for.

3) Export sales are included in overseas sales as the estimated ratio they account for of total overseas sales. Overseas operating income include exports. The operating income is estimated
based on the assumption of how much the overseas sales, including export sales, contribute to the respective firm's overall profits.
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4. Utilization of free trade agreements (FTAS)

1. Utilization of preferential tariff schemes under Japan’s effective FTAs

Utilization of Japan’s FTAs is continuing to expand
@ 40.1% of firms engaged in trade with companies in FTA partner countries/regions utilizing FTA preferential tariff rates.

40.1% of firms having either import or export business with any of the FT A partner countries/regions were utilizing preferential tariff rates under Japan’s free trade
agreements (FTAS), indicating a trend of increased utilization over the past three years.

By industry (firms not engaged in trade with FTA partner countries/regions included), more than 30% of companies in the coal and petroleum
products/plastics/rubber products sector utilize preferential tariff rates in exports, while 36.9% of them utilize such rates in either imports or exports, the highest
ratios of all industries. The textiles/clothing sector shows the highest utilization rate for imports at 21.1%.

- ops . i e qH : ’ .
Figure 4-1: Utilization rate of Japan’s FTAs Figure 4-2: Utilization rate of Japan’s FTAs by industry (%)
vtilization | ;- ation | Utilization
rate (either
Industry n T rate rate
(%) OFY2009 survey  OFY2010survey  BFY2011 survey (exports) | (imports)
a5 - exports)
40.1 40.1 X
40 4 36.8 Coal & petroleum products/plastics/rubber products 103 36.9 30.1 18.4
3 36.2 i 34.0 330 Ceramics/earth & stone 49 28.6 22.4 16.3
5 1 294 314 32.0 i M edical products & cosmetics 44 273 20.5 11.4
30 - i Cars/car parts/other transportation machinery 125 27.2 24.0 11.2
25 | Textiles/clothing 114 272 167 211
20 | Chemicals 83 25.3 24.1 8.4
n= n= n= n= n= n= n= n= n= General machinery 168 22.6 20.8 3.6
15 ~ 511| 634 | 666 435| 580 | 614 259 [ 306 | 299 Precision equipment 76 22.4 22.4 2.6
lO | Wood & wood products/fumiture & building materials/paper & pulp 77 208 117 117
5 | Trade & wholesale 713 19.6 10.8 11.6
Other manufacturing 174 19.5 16.1 9.8
0 ‘ ‘ ‘ Retail
Utilizing FTA preferential tariff Utilizing FTA preferential tariff Utilizing FTA preferential tariff ’8 16.7 7.7 10.3
rates in either imports or exports rates in exports rates in imports Iron & steel/non-ferrous metals/metal 211 14.7 13.7 3.3
Transport 51 13.7 13.7 7.8
Note: "n" indicates the number of firms that have either import or export business with any one or more of the partner Electrical equipment 95 13.7 10.5 6.3
countries/regions (Mexico, Malaysia, Chile, Thailand, Indonesia, the Philippines, ASEAN, Switzerland, Viet Nam and India). In Food & beverages 197 12 7 5 6 8 6
order for a comparison with the past surveys to be made, only JETRO member companies operating in the manufacturing, trade and o - . -
wholesale and retail industries were the subjects of the survey. Although Japan has concluded bilateral FTAs with Singapore and Electricity, gas and water 10 10.0 0.0 10.0
Brunei, they are included under ASEAN. Construction 53 75 5.7 1.9
IT equipment/electronic parts & devices 59 6.8 51 3.4
Other non-manufacturing 122 4.1 25 25

Note: "n" includes firms not engaged in trade with FT A partner countries/regions.
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4. Utilization of free trade agreements (FTAS)

2. Utilization/consideration of utilization for each FTA

Further progress seen in the utilization of each FTA

@ Increasing number of companies shifting from “considering utilization of FTAs” to “actually utilizing FTAs”

Examination of the utilization status of individual FTAs finds that the largest number of both exporters (246 out of 937 exporters) and importers (119 out of 338
importers) are utilizing the Japan-Thailand FTA. Meanwhile, the utilization rate for the Japan-Chile FTA is the highest of all FTAs among both exporters and
importers, standing at 29.1% and 36.5% (the Chilean general tariff rate is 6% on nearly all import products). With the utilization rate following an upward path, the
ratio of firms considering utilizing any of the FTAs decreased from the previous year (from 18.8% to 15.8% for exporters, and from 16.7% to 11.7% for importers),
reflecting the number of companies shifting form consideration to actual utilization.

@ The most common reason for firms not utilizing FTAs for exports is “not aware of the FTA/EPA system”.

The largest proportion (25.0%) of firms not utilizing FTAs for exports state that the reason behind it is “not being aware of the FTA/EPA system”. The comparative
ratio for SMEs is higher at approximately 30%. A relatively large proportion of large-scale firms responded that there was no need for them to utilize FTAs for
reasons such as zero applied tariff rates at the export destinations.

Figure 4-3: FTAs used by exporters Figure 4-4: FTAs used by importers Figure 4-5: Reasons for not using FTAs in exports

(%) (Multiple answers; %) g 50 100 150 20.0 250 30.0 35.0

o)

500 - O Considering utilizing FTAs O Considering utilizing FTAs
- 25.0
@ Utilizing FTAs 50.0 ilizi
450 + 9 - B Utilizing FTAs Not aware of the FTA/EPA system 7.2
450 - 209
400 -
[ 200 | — 112 128 152 108
350 -|11.8 38 — No need to use FTA since the applied tariff 275
118 35.0 - — rate at the export destinations is zero :
. ) 10.1 177
300 ]
I — 00 | 83 10.9 |
I -~ : — 80| M
250 - 115 — — = No advantages to utilizing the FTA since 182
88 14.6 | 25.0 i 9.2 the difference between the general tariff rate 25.4
200 - : 10.2 ' and the FTA preferential tariff is minimal 163
) ] : 5.0 '
L 13.1 20.0 - |
10.9] |13.2 ) 36.5 —
150 - 91 — 158 352 348 32.8 No need to utilize the FTA since import
7 126.3 15.0 1 28.9 duties are already exempted at the export 138
100 I 26.7| [26.5] 25.0 destinations through schemes other than the 24.6
U 19.4 | | FTA such as export processing zones and
175 15.1 100 200 183 various bonding systems Q 108 m Total (636)
Y8 g s
50 - $ § 10.0! 86 50 - O Large-scale
Could not satisfy the requirements for th 88 firms (138)
ould not satisfy the requirements for the O SMEs (498
0.0 ) ! ) ) T ) I ) 0.0 - - . - - . - | Rules of Origin 10.9 (4%8)
Chile | Thailand | Indonesia | Mexico | Malaysia Switzerland Viet Nam |Philippint Other India ‘ Chile | Thailand | Indonesia | Viet Nam | Malaysia | Mexico ‘ India ‘ ppi Other ‘ 8.2
ASEAN ASEAN :
=127 ‘ n=937 ‘ n=687 ‘ n=308 ‘ n=697 | n=130 | n=604 | n=524 | n=341 ‘ n=524 ‘ nesz | ne3 | neios | ne0s | nems | nse) | nel7 | neitz | nst20 | oneso | 1
Wote: " ndicate the number of respondents engage in exports with the espective countyfegion Note: "n" indicates the number of respondents engaged in imports with the respective country/region. 197
Other 217
19.1
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4. Utilization of free trade agreements (FTAS)

3. Utilization of preferential tariff rates under Japan’s FTAs (by industry)

Wider range of industries now utilizing FTAs

@ In exports, textiles/clothing and automobile-related industries are leading users

By industry, textiles/clothing leads in utilization of four FTAs for exports. Cars/car parts/other transportation equipment, coal and petroleum
products/plastics/rubber products and transport leads in utilization of two FTAs for exports.

@ Japan-India FTA prompting wider range of importers to utilize FTAs

Textiles/clothing and food and beverages sectors each lead utilization of three FTAs for imports. The utilization rate by importers in trade and wholesale and retail
is also generally high. Since the general Japanese tariff rate is zero on many import products, utilization of FTAs has tended to concentrate on specific industries.
However, establishment of the Japan-India FTA has transformed the medical products and cosmetics sector that had thus far not utilized FTAs very much for
imports into a high-ranking user. A wider range of industries have started to utilize FTAs in line with their expanding FTA networks.

Figure 4-6: Top five import/export industries utilizing preferential tariff rates under Japan’s FTAs that are in effect

i| Japan-Mexico (n=308) % || {| Japan-Malaysia (n=697) | % | { Japan-Chile (n=127) % || §| Japan-Thailand (n=937) | % | i | Japan-Indonesia (n=687) | %

1 |Textiles/clothing (7) 57.1|| 1 |Textiles/clothing (6) 33.3|| 1 |coal & petroleum products/plastics/rubber products (7) | 85.7|| 1 |Transport (11) 54.5|| 1 |carsicar partsfother transportation machinery (35) 45.7

2 |Cars/car parts/other transportation machinery (20) 25.0|| 1 |Transport (6) 33.3|| 2 |carsfcar partsiother transportation machinery (4) 75.0|[ 2 |woot & wood prociuctsifuriture & beilding materiatspaper & pulp (15)| 3.3 || 2 |Coal & petroleum products/plastics/rubber products (37) | 43.2

3 |Medical products & cosmetics (9) 22.2|| 3 |carslcar partsiother transportation machinery (29) 27.6|| 3 |iron & steelnon-ferrous metals/metal products (12) 41.7|| 2 |Medical products & cosmetics (15) 53.3|| 3 |Textiles/clothing (12) 33.3

o | 4 |coal & petroleum p i products (15) | 20.0|| 4 |coal & petroleum p i products 33) | 24.2|| 4 |Electrical equipment (9) 33.3|| 4 |Textiles/clothing (23) 47.8|| 3 |Transport (6) 33.3

g 5 |Trade & wholesale (46) 19.6|| 5 |wood & wood protuctsumiture & widing materiaisipaper & pup 19y|  21.4|| 5 |Other manufacturing (13) 30.8|| 5 |coal & petroleum products/plastics/rubber products (42) | 45.2|| 5 |wood & wood products/uriture & buiding materiaisipaper & pup (13| 30.8
,_% { | Japan-Philippines (n=524) | % || { |Japan-other ASEAN (n=341)| % | f | Japan-Switzerland (n=130) | % | | Japan-Viet Nam (n=604) % || i Japan-India (n=524) %

1 |coal & petroleum pr products 26) | 30.8|| 1 |Textiles/clothing (6) 50.0|| 1 |carsfcar partsiother transportation machinery (3) 66.7|| 1 |Textiles/clothing (20) 50.0|| 1 |Transport (7) 42.9

2 |Ceramics/earth & stones (12) 25.0(| 2 |wossa & wuiting materiaispaper & pup (1) | 42.9]| 2 |Coal & petroleum i products 5) | 60.0|| 2 |Transport (8) 25.0|| 2 |Textiles/clothing (8) 37.5

3 |Cars/car parts/other transportation machinery (24) 20.8|| 3 |coal & petroleum p { products (13) | 15.4{| 3 [woos & wood prosuctsiurniture & paperapups) | 40.0{| 3 |coal & petroleum { products (21) | 19.0|| 3 |Coal & petroleum products/plastics/rubber products (27) | 14.8

4 |Trade & wholesale (116) 12.9|| 4 |Chemicals (22) 13.6|| 4 |iron & steelinon-ferrous metals/metal products (10) 30.0|| 4 |Ceramics/earth & stones (11) 18.2|| 4 |iron & steelinon-ferrous products (41) 12.2

5 |General machinery (79) 12.7|| 5 |carsicar partsiother transportation machinery (16) 12.5|| 5 |Chemicals (10) 20.0|| 5 |Other manufacturing (48) 16.7|| 5 |Chemicals (41) 9.8
Japan-Mexico (n=60) % || £ | Japan-Malaysia(n=149) | % | I Japan-Chile (n=52) % || §| Japan-Thailand (n=338) | % | i | Japan-Indonesia (n=198) | %

1 |Food & beverages (4) 75.0(| 1 |Textiles/clothing (4) 75.0{| 1 |Food & beverages (4) 75.0{ 1 |Ceramics/earth & stones (6) 83.3|| 1 |Textiles/clothing (13) 69.2

2 |Trade & wholesale (20) 55.0|| 2 |Food & beverages (8) 62.5|| 2 |Trade & wholesale (22) 54.5|| 2 |Transport (4) 75.0|| 2 |Food & beverages (7) 57.1

- - 3 |Retail (5) 60.0]| 3 |woou & wood proserstumicure & bising maceriaispaper s pup ) | 50.0|| 3| Textiles/clothing (14) 64.3|| 3 |Retail (10) 50.0

,,2 - 4 |Cars/car parts/other transportation machinery (4) 50.0|| - - - 4 |Retail (9) 55.6|| 4 |Trade & wholesale (63) 46.0

8_ - - - 5 |Trade & wholesale (43) 27.9| - - - 5 |coal & petroleum products/plastics/rubber products (17) | 52.9|| 5 |Carsfcar parts/other transportation machinery (9) 44.4
E | 1| Japan-Philippines (n=112) | % || i |Japan-other ASEAN (n=120)| % | I | Japan-Switzerland (n=60) | % || I | Japan-Viet Nam (n=204) | % | } Japan-India (n=147) %

1 |Food & beverages (6) 50.0|| 1 |coal & petroleum pi i products (4) | 50.0|| 1 |iron & steelnon-ferrous metals/metal products (8) 25.0|| 1 |Textiles/clothing (20) 70.0|| 1 |Medical products & cosmetics (3) 100.0

2 |Other manufacturing (5) 40.0|| 2 |Textiles/clothing (7) 42.9|| 2 |Trade & wholesale (22) 18.2|| 2 |Other manufacturing (11) 45.5|| 2 |Food & beverages (4) 75.0

3 |Trade & wholesale (32) 37.5|| 2 |Retail (7) 42.9| - - - 3 |Trade & wholesale (72) 43.1|| 3 |[Textiles/clothing (11) 36.4

3 |coal & petroleum pi i products @ | 37.5|| 4 |Trade & wholesale (46) 26.1| - - - 4 |Retail (10) 40.0|| 4 |Trade & wholesale (54) 33.3

- - - - - - - - 5 |Wood & wood products/furniture & bilding materials/paper & pulp () 33.3|| 4 |Retail (6) 33.3

Note: The figures in parentheses indicate the number of respondents within the respective industry. Only industries with 3 or more respondents engaged in trade with the respective FTA partner country/region and 2 or more FTA users are accounted for.
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4. Utilization of free trade agreements (FTAS)

4. Utilization of FTAs in trade between countries/regions other than Japan

Utilization of third-party FTAs taking root

@ SMEs also utilizing third-party FTAs such as AFTA

Among third-party FTAs in effect in the Asia and Pacific region, the utilization rate of the ASEAN Free Trade Area (AFTA) is the highest at 34.4%. SMEs account
for 50% of all AFTA users and about 60% of the total number of users of the ASEAN-China FTA, the second most commonly used FTA following AFTA.
Utilization of the FTA network in Asia centering on ASEAN has increasingly taken root among large-scale firms and SMEs.

Comparison with past surveys shows that the utilization rate has been on the rise for most FTAs. The utilization rate of the Thailand-Australia FTA and ASEAN-
Australia-New Zealand FTA by firms engaged in trade has surpassed 30%. This demonstrates that Thailand has become a supply base for Australia and New Zealand.

Figure 4-7: Utilization status of third-party FTAs that are in effect

ASEAN (AFTA) (273)

ASEAN-Australia-New Zealand (65)

Thailand-Australia (47)

ASEAN-China (402)

ASEAN-India (108)

ASEAN-Korea (191)

Thailand-India (87)

China-Taiwan (163)

0% 20% 40% 60% 80% 100%

@ Currently in use O Considering using = Not using O Unknown

Note: The figures in parentheses indicate the number of companies engaged in trade within or between the respective countries/regions.

Copyright (C) 2012 JETRO. All rights reserved.

Figure 4-8: Utilization status of third-party FTAs that are in effect (over time)

(Unit: %)

FTA Status FY 2011 FY 2010 FY 2009
AFTA Using FTAs 411 32.3 333
(n=163)| Considering using FT As 18.4 237 185
Thailand-Australial Using FTAs 394 27.1 24.2
(n=33)|Considering using FTAs 21.2 14.3 12.9

rsEAN AvstliaNow zeaang | USING FTAS 34.8 17.5 -
(n=46)| Considering using FTAs 15.2 18.8 338
ASEAN-Korea  |Using FTAs 29.0 16.4 13.2
(n=93)|Considering using FTAs 16.1 18.8 175
ASEAN-China Using FTAs 27.8 195 15.9
(n=198)| Considering using FT As 17.2 233 22.8
Thailand-India Using FTAs 24.1 19.1 21.3
(n=54)| Considering using FTAs 315 255 18.8
ASEAN-India Using FTAs 20.6 21.4 -
(n=68)| Considering using FT As 235 29.1 46.8
China-Taiwan  |Using FTAs 184 - -
(n=76)| Considering using FTAs 171 - -

Notes:

1) "n"indicates the number offirms engaged in trade under effective FTAs at the time ofthe FY2011 survey. The %is the ratio
ofthe respective number ofcompanies to "n".

2) "-"denotes that the FTA was neither in effect at the time ofthe survey nor covered by the survey.
3) The numbers ofthe respondents are as follows: 935 in FY2009, 1,002 in FY2010 and 1,034 in FY2011. For comparison

with past surveys, only JETRO member firms are included in the FY2011 data.
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5. Impact of the Great East Japan Earthquake and Thailand floods

1. Impact of the Great East Japan Earthquake on overseas business

Exports affected by supply chain disruptions and import regulations

@ Damage sustained by counterparties had significant impact

Many companies were adversely affected by their counterparties sustaining damage from the Great East Japan Earthquake. The problem was particularly serious
with large-scale firms (70.7% of them were hit hard) having a lot of suppliers, with the comparative ratio of SMEs reaching 47.9%.

The disaster had an impact on 41.5% of firms engaged in trade. A number of respondents report that due to supply chain disruptions, production systems and
procurement constraints decreased the volume of products available for export (15.8%) and due to foreign countries worrying about radioactive materials, import
regulations on Japanese products affected exports (14.5%). Negative effects on the import and export operations of SMEs are likely to last for a long time.

Figure 5-1: Impact of the Great East Japan Earthquake on operating

systems (multiple answers)

(%)

0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0 80.0
Counterparty companies were 51.9 707
damaged. [479 !
Distribution problems affected _%235 6
operations. [315 !
Operating bases such as regional 138 1.0
offices were damaged. 82 '
Power shortages affected 125 249
operations. 100 .
1 mTotal (n=2,769, multiple
) answers)
Head office was damaged. OlLarge-scale firms (n=478,
multiple answers)
295 OSMEs  (n=2,291, multiple
No significant impact answers)
] 32.9

4.7
No answer 3.3
5.0
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Figure 5-2: Impact of the Great East Japan Earthquake on
imports/exports in concrete terms (multiple answers)

0.0 10.0 20.0 30.0 40.0
1 ! ! ! (%)
B Production system and procurement constraints 15.8
decreased the volume of products available for 29.5
export
Import regulations on Japanese products by the
export destination countries/regions affected the 19.1
export business
Sales decreased due to diminishing demand in the
export destination markets as a result of the
deteriorating image of Japanese products
Imports increased to compensate for the difficulties
F' in domestic procurement
Buyers started procurement deals with other 77 ®Total (n=2,335, multiple
foreign companies answers)
Due to the growing domestic demand, imports O Large-scale firms (n=366,
increased multiple answers)
The export volume was reduced with the priority B SMEs (n=1,969, multiple
. 6.8 answers)
put on domestic supply
6.8
L Other 71
6.7
Note: Only items that have something to do with the “"impact" are listed. Unit: %
Large-scale firms
Total (n=849 SMEs (n=658
( ) (n=191) ( )
Timeframe during which |Less than 1-3 months 17.2 20.9 16.1
the impact of the disaster |Less than 3-6 months 335 47.1 29.5
lasted/is expected to last Less than 6-12 months 22.1 16.2 23.9
Less than 1-3 years 12.2 9.4 131
3 years or longer 2.6 1.0 3.0
Unpredictable 12.4 5.2 14.4
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5. Impact of the Great East Japan Earthquake and Thailand Floods

2. Business strategy after the Great East Japan Earthquake

The disaster has raised awareness of crisis management

larger than that of SMEs.

@ Due to the disaster, an increasing number of SMEs have begun to seek overseas sales channels.

Having gone through the Great East Japan Earthquake, 38.9% of large-scale firms and 24.8% of SMEs report that they have overhauled (or are planning to
overhaul) or have reviewed (or are planning to review) business strategies. The proportion of large-scale firms that have changed (or will change) their strategies is

In reviewing business strategies, the largest number of companies (35.7%) focus on the enhancement of disaster prevention measures and crisis management.
Awareness of crisis management among firms in industries related to IT equipment/electronic parts and devices and automobiles which suffered supply chains
disruption has significantly risen. Strengthening sales activities targeting overseas markets is the area being most widely reviewed by SMEs (30.9%).

Figure 5-3: Business strategy review after the Great East Japan Earthquake

Total Large-scale firms SMEs
Overhauled (or planning to overhaul) 4.8 4.4 4.8
Reviewed (or planning to review) more or less 225 345 20.0
Not reviewed (no plan to review) 69.0 58.6 71.2)
No answer 3.7 2.5 3.9

Note: A total of 2,769 firms (478 large-scale firms and 2,291 SMEs) are covered.

Figure 5-4: Areas to be reviewed (multiple answers)

0.0 20.0 40.0 60.0
Enhancement of disaster prevention measures and crisis management 357 586
(incl. BCP (business continuity plan)) 282 :
R L R 276
Strengthening sales activities targeting overseas markets 17.7
309
Expansion of overseas procurement (incl. local procurement by 242 312

overseas operating bases and third-party country pi )

Distributing operating activities overseas through the expansion and
establishment of overseas bases (production, distribution, R&D, etc.)

Diversification and the new development of business fields

Strengthening sales activities targeting domestic markets

Distributing operating activities across Japan through expansion and the
establishment of domestic bases (production, distribution, R&D, etc.)

Restructuring, consolidation and concentration of business fields

Expansion of domestic procurement (incl. procurement by overseas

operating bases from Japan) m Total (n=756, multiple answers)

Active implementation of CSR (corporate social responsibility)

5 " .
N 113 O Large-scale firms (n=186, multiple
activities anSWeTS)

Other O SMEs (n=570, multiple answers)

No answer

(%)
80.0
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Figure 5-5: Breakdown of the major areas to be reviewed by manufacturers

(multiple answers)

Distributing
Operating Bransion of Enhancement
activities overseas .
of disaster
overseas procurement revention
through (incl. local Strengthening |Strengthening | . .. . P
. - ...~ |Diversification |measures and
expansion procurement |sales activities |sales activities -
. . and the new  |crisis
and the by overseas |targeting targeting
. N h development offmanagement
establishment |operating overseas domestic . N .
business fields |(incl. BCP
of overseas |bases and markets markets .
. (business
bases third-party -
i continuity
(production, |country lans))
distribution, |procurement) P
R&D, etc.)
Total 217 24.2 27.6 20.8 20.9 35.7|
Large-scale firms 29.6 312, 17.7 11.8 10.8 58.6
SMEs 19.1 219 30.9 237 24.2) 28.2
IT equipment/electronic parts & devices 36.8 26.3] 211 105 5.3 52.6
Cars/car parts/other transportation machinery 39.6 226 132 113 75 50.9
‘Wood & wood pr niture & building materials/papt pulp 20.0' 20.0/ 20.0/ 10.0 20.0f 50.0
Coal & petroleum products/plastics/rubber products 371 314 171 171 8.6} 45.7
Electrical equipment 45.2 41.9 19.4 9.7 19.4] 452
Chemicals 30.0 333 16.7 6.7 6.7 43.3
Precision equipment 22.7 36.4/ 409 13.6! 18.2) 40.9
Iron & steel/non-ferrous metals/metal products 388 265 286 14.3 28.6) 38.8]
Medical products & cosmetics 6.3 313 25.0 6.3 18.8, 37.5
Textiles/clothing 20.0 24.0 40.0: 24.0 20.0 36.0
General machinery 20.5 38.5] 35.9 103 7.7 35.9
Food & beverages 20.8 22.2] 29.2 319 15.3] 33.3]
Ceramics/earth & stone 143 7.1 35.7 35.7 14.3 28.6
Other manufacturing 239 28.3] 30.4/ 23.9 13.0 326

Notes: 1) Only areas to be reviewed that recorded a total response rate of 20% or higher are listed.

2) The shaded parts indicate that a response rate surpassing 40% was recorded in “enhancement of disaster prevention measures and crisis

management (incl. BCP (business continuity plans))".
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5. Impact of the Great East Japan Earthquake and Thailand floods

3. Impact of the Thailand floods on overseas business

Exports and sales dented by the Thailand floods

17.6% of firms more aware of overseas business risks.

® 67.2% of firms having business relations with Thailand suffered.

67.2% of firms engaged in exports to or investment in Thailand report that their overseas business was somewhat affected by the floods. Concretely, “exports and
sales of products affected by counterparty companies being damaged” is the impact cited by the largest proportion of firms (61.7%), while “imports and
procurement affected by counterparty companies being damaged” is cited by the second largest proportion (24.5%). Furthermore, the Thailand floods have made

Figure 5-6: Impact of the Thailand floods on overseas business

(%)

0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0 80.0
J \ J
/ Y
{ Significantly affected Slightly affected
(22.8%) (44.4%)

Not particularly affected

No answer m Total (n=1,020)

|
=
[N
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v

Figure 5-7: Types of impact (multiple answers)

(%)
00 100 200 300 400 500 600 700

4 L L L L L L

Exports and sales of products affected by counterparty companies —_‘6]6-37 1
being damaged ’

| [ '60.9
Imports and procurement affected by counterparty companies being 245 313
damaged 206
Awareness of overseas business risks has been heightened 18.9
Overseas business affected by distribution problems
Local bases damaged 23.7

Awareness of the need to restructure procurement by dispersing risks
through the diversification of overseas procurement has been
heightened

u Total (n=686, multiple answers)

O Large-scale firms (n=249,
multiple answers)

O SMEs (n=437, multiple
answers)

Awareness of the need to expand and diversify overseas sales
channels has been heightened

Other

No answer
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6. Impact of the strong yen on overseas business

1. Impact of the appreciation of the yen against the dollar on corporate earnings

Earnings suffer for about 60% of companies

@ Strong yen has broad influence on firms, regardless of size

59.9% of companies report that sales and operating income have declined, or are expected to decline, due to the appreciation of the yen
against the dollar. Earnings have deteriorated significantly for 18.3%. By company size, 66.5% of large-scale firms and 58.6% of SMEs

saw, or are likely to see, earnings decline, a signal that the strong yen has had a broad influence over the earnings of companies,
whether they are large, medium-sized or small.

By industry group, 67.2% of manufacturers and 50.4% of non-manufacturers state that earnings weakened or are forecast to weaken.
Meanwhile, 33.7% of non-manufacturers report that the strong yen has had no impact on earnings.

Figure 6-1: Impact of the appreciation of the yen against the Figure 6-2: Impact of the appreciation of the yen against
dollar (by scale of the firms) the dollar (by industry group)
(%) (%f
0.0 20.0 40.0 60.0 80.0 100.0 0.0 20.0 40.0 60.0 80.0 00.0
Deterio rated/erpected to deteriorate Deteriorated/expected to deteriorate ®Earnings deteriorated significantly
@Eamings deteriorated significantly )
<n:T§,t7ae:9> 18.3 200 216 78 280 4.2 (n:T;t;ég) 183 200 216 78 28.0 .2

BEarnings deteriorated slightly

B Earnings deteriorated slightly
BEarnings expected to deteriorate if the

OEarnings are expected to deteriorate if yen continues to strengthen

the yen continues to strengthen
Larg(e::?;zgirms 274 203 6.7 226 42 o _ M?;]gfla’?;sr;ng 222 239 6.2 237 . DEarnings improved (or likely to
@ Eamings improved (or are likely to improve)
improve)

ONo particular impact

ONo particularimpact

. ONo answer
SMEs  (n=2,291) 185 219 8.1 292 42| ONoanswer N°”'("n‘iqulfgit)“"“g 14.7 17.2 185 | 101 33.7 59
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6. Impact of the strong yen on overseas business

2. Impact of the appreciation of the yen against the euro on corporate earnings

Earnings suffer for about 70% of companies

@® More than 70% of manufacturers have been badly affected.

68.8% of companies (respondents whose export destinations are Europe and Russia) report that sales and operating income declined, or
are expected to decline, due to the appreciation of the yen against the euro. Earnings deteriorated significantly for 19.3%. By company
size, 74.5% of large-scale firms and 66.7% of SMEs saw, or are likely to see, earnings decline, indicating that the appreciation of the yen
against the euro has become a heavier burden on both large-scale firms and SMEs than it is against the dollar.

By industry group, 72.6% of manufacturers and 58.8% of non-manufacturers state that earnings weakened or are likely to weaken.
Meanwhile, 29.8% of non-manufacturers report that the strong yen has had no impact on earnings.

Figure 6-3: Impact of the appreciation of the yen against the

euro (by scale of the firms)
(%)
0.0 20.0 40.0 60.0 80.0 100.0

Deteriorated/expected to deteriorate WEamings deteriorated significantly

Total

(n=845) 27,0 225 252 3.8

— o ——
i [,

BEarnings deteriorated slightly

B Earnings are expected to deteriorate if

the yen continues to strengthen
Large-scale I|
firms 36.4 18.6 0.9 21.4 3.
(n=220) ”
B Earnings improved (or are likely to
improve)
ONo particular impact
SMEs I |
(n=625) 23.7 23.8 I27| 26.6 4.4
ONo answer

Note: Only respondents whose export destinations are Europe and Russia are covered.
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Total
(n=845)

Manufacturing
(n=607)

Non-
manufacturing
(n=238)
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Figure 6-4: Impact of the appreciation of the yen against the
euro (by industry group)

(%)

0.0 20.0 40.0 60.0 80.0 100.0
Deteriorated/expected to deteriorate WEamings deteriorated significantly
)
19.3 27.0 22.5 2.2 25.2 3.
I | BEarnings deteriorated slightly
BEarnings are expected to deteriorate if
the yen continues to strengthen
211 301 214 15 234 PP o Earnings improved (or are likely to
I | improve)
O No particular impact
147 189 25.2 4.2 29.8 7.1 | ONoanswer

Note: Only respondents whose export destinations are Europe and Russia are covered.
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6. Impact of the strong yen on overseas business

3. Impact and countermeasures against the strong yen

SMEs experiencing particularly strong downward pressure on price of products

@ Cost reduction the most popular countermeasure

pressure on prices for SMEs has particularly intensified.

The strong yen has had a detrimental effect on earnings in the form of exchange losses and downward pressure on prices imposed by counterparties. Downward

Cost reduction is the most popular countermeasure against the strong yen as reported by the largest proportion of firms (36.8%), followed by increasing the unit
selling price of export products (14.3%). While many companies have not implemented any countermeasures, one out of ten companies responded that they would
make inroads into overseas markets. By company size, a far greater percentage of large-scale firms than SMEs have introduced such countermeasures as
increasing the scale and operating ratio of existing overseas business and cost reduction.

Figure 6-5: Impact of the strong yen on corporate earnings in
concrete terms (multiple answers)

(%)
60.0

0.0 10.0 20.0 30.0 40.0 50.0
40.1
Exchange losses have been
generated 374
. 36.6
Downward pressure on prices by q
counterparties is intensifying : | 386

Price competitiveness of products _L‘ e
and services has eroded .

] 333
. 15.6
Purchasing costs, etc., have 154
reduced 156
1 B Total (n=1,927, multiple answers)
6.5
Other 7.9 . .
6.2 O Large-scale firms (n=356, multiple

answers)

1.4 OSMEs (n=1,571, multiple answers)
No answer 1.8
11.3

51.7
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Figure 6-6: Countermeasures against the strong yen (multiple answers)

(%)
0.0 10.0 20.0 30.0 40.0 50.0
Cost reductions 43.8
[ 1352
. . . 14.3
Increased the unit selling price of export products 1%41.9

Increased the scale and operating rate of the existing

overseas business 23

Changed/diversified overseas suppliers
Changed exchange contract methods

Made inroads into overseas markets

Changed the settlement currency (e.g. from dollars to
yen)

Changed/diversified the export destinations

m Total (n=1,927, multiple
answers)

Increased the scale and operating rate of the domestic
business

Decreased the scale and operating rate of the
domestic business

Changed overseas investment targets (e.g. from the

US to China)
Decreased the scale and operating rate of the existing
overseas business

OLarge-scale firms (n=356,
multiple answers)

DOSMEs (n=1,571, multiple
answers)

Other

19.8
]120.9

Not implemented any countermeasures f

9.4
No answer :%.4
9.6
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6. Impact of the strong yen on overseas business

4. Break-even yen exchange rate (median for respondents)

Break-even yen rates for companies: 85.0 yen/dollar and 115.0 yen/euro

@® SMEs may be more badly hit.

Break-even yen exchange rates for firms are 85.0 yen against the dollar and 115.0 yen against the euro. Since those for SMEs are at a lower exchange rate of the
yen compared to those for large-scale firms, the strong yen may have a more severe impact on SME earnings.

Figure 6-7: Break-even yen rate by industry group and scale of firms

(median for respondents)

Allindustries (Yen/dollar; yen/euro)
120.0 4 115.0 115.0
110.0
110.0 -
100.0 -
90.0 - 85.0 85.0
80.0
1 IR —
700 + - -
Total ‘ Large-scale firms ‘ SMEs ‘ Total ‘ Large-scale firms ‘ SMEs
(n=1,236) (n=148) | (=108 | (=63 | (n=108) | (n=524)
Yen/dollar Yen/euro
Manufacturing (Yen/dollar; yen/euro)
1200 115.0 1150
110.0
110.0
100.0
90.0 85.0 87.0
80.0
70.0
Total ‘ Large-scale firms ‘ SMEs ‘ Total ‘ Large-scale firms ‘ SMEs ‘
(n=729) (n=94) | (=s3s) | (h=390) | m=70) | (=200 |
Yen/dollar ‘ Yen/euro ‘
Non- (Yen/dollar; yen/euro)
manufacturing en/dollar; yen/euro,
115.0
1200 114.0 1100
1100
100.0
90.0 85.0 818 85.0
80.0
70.0
Total ‘ Large-scale firms ‘ SMEs ‘ Total ‘ Large-scale firms ‘ SMEs ‘
| wmon | (n=sa) | sy | s | () | (20w |

‘ Yen/dollar
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| Yen/euro
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Figure 6-8: Frequency distribution of break-even yen rate

(histogram; by scale of firms)

M Against the dollar

50.0 - 47.3
45.0 e
) mTotal (n=1,236)
40.0
35.0 Olarge-scale firms  (n=148)
30.0 b6.3 OSMEs (n=1,088)
25.0 183 2().194 21.8
- 18.6 -
20.0 5. 13'013.6
15.0
8.3 83 .
10.0 1>
1.8 23 11 11
5.0 - : .2'0 2.0. - 0.7
0.0 . : : : ; M—ﬁ-ﬂ:ﬁ
70 or Higher  75-80 80-85 85-90 90-95 95-100 100-105 105-110  110-
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75 or than 115
lower
M Against the euro
B0 315
%) - mTotal (n=632)
30.0 -
25.9 )
oa5| 231 214 231 OLarge-scale firms  (n=108)
25.0 1~ 130
, OSMEs  (n=524)
00 1 116
i 14.1 111
15.0 1141t 10.4
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