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Survey Summary (1)

Purpose of Survey (Firms, %)
To understand the current business activities of Firms Firms responding Category Valid
Japanese-affiliated companies operating in Asia and surveyed . 0 : Non- responses
Oceania and to disseminate those findings widely. Valid (%) Manufacturing - tacturing
Total 11,994 4,630 100.0 2,215 2,415 38.6
Surveyed Countries/Regions Northeast Asia 2,416 1,425 30.8 636 789 59.0
Japanese-affiliated companies (with direct and indirect China 1,405 818 1.7 002 316 08.2
Japanese investment of 10% or greater) operatingin a Hong Kong/Macau 364 274 5.9 35 239 75.3
total of 20 countries/regions in northeast Asia (5), Taiwan 501 216 4.7 60 156 43.1
ASEAN countries (9), southwest Asia (4), and Oceania
). South Korea 146 117 2.5 39 78 80.1
ASEAN 8,122 2,519 54.4 1,309 1,210 31.0
_ Vietnam 1,345 652 14.1 385 267 48.5
SURTY FEre | Thailand 2,541 620 13.4 358 262 24.4
October 10 to November 10, 2017 Indonesia 1,698 438 9.5 247 191 25.8
Singapore 717 334 7.2 76 258 46.6
Malaysia 939 227 4.9 130 97 24.2
Response Rate Myanmar 213 83 1.8 18 65 39.0
Of a total of 11,994 surveys sent out, we received valid Philippines 382 73 1.6 47 26 19.1
responses from 4,630 firms (38.6%). The breakdown of Cambodia 232 65 14 31 34 28.0
respondents by country and region is provided in the Laos 55 27 06 17 10 491
table to the right. : :
Southwest Asia 1,007 432 9.3 209 223 42.9
Notes J India 795 328 7.1 153 175 41.3
The survey has been conducted since 1987, making Bangladesh 115 42 0.9 25 17 36.5
this year the 31st version. Pakistan 46 32 0.7 20 12 69.6
Since 2007, the survey has included non-manufacturing Sri Lanka 51 30 0.6 11 19 58.8
sectors.
Numbers in tables are rounded, so they do not Oceania 449 254 55 61 193 BelG
necessarily total 100%. - : :
. Surveys in Taiwan were conducted with the assistance Australia 291 181 3.9 41 140 62.2
of the Interchange Association, Japan (I1AJ). New Zealand 158 73 1.6 20 53 46.2

A
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Survey Summary (2)

Large vs. Small and Medium-
sized Enterprises (SME)

By industry category

Manufacturing Total

Motor vehicles/Motorcycles

Iron/Nonferrous metals/
Metals

Electric machinery
Chemical/Pharmaceutical
Food

Textiles

General machinery
Precision machinery
Rubber/Leather

W ood/Pulp

Other manufacturing
industries

Non-manufacturing Total
Wholesale/Retall
Transport
Construction
Finance/lnsurance
Communications/Software
Business services
Travel/Amusement

Restaurant

Other non-manufacturing
industries

(Firms, %)
Valid (%)
2,215 47.8
427 9.2
357 7.7
343 7.4
287 6.2
154, 3.3
113 24
95 21
67 1.4
53 11
37 0.8
282 6.1
2,415 52.2
1,066 23.0
259 5.6
175 3.8
174 3.8
126 2.7
117, 2.5
66 1.4
34 0.7
398 8.6

Not e:

® Large
= SME

The
on the
Enterprise Basic Act.

definition provide-sized n

Note: Industry category details are as follows:

1.

Pw

10.

11.

12.

13.
14.

15.
16.

Note: Wholesale/Retail includes the sales bases of manufacturing firms.

Food: Food/Processed food, agricultural or fishery
products

Textiles: Textiles (Spinning/W oven fabrics/Chemical
fibers), Textile apparel/Textile products

Wood/Pulp: Lumber/Wood products, Paper/Pulp
Chemical/Pharmaceutical: Chemicals and allied
products/Petroleum products, Medicines, Plastic products
Rubber/Leather: Rubber products, Leather
tanning/Leather products/Fur skins

Iron/Nonferrous metals/Metals: Iron and steel (including
cast and wrought products), Nonferrous metals, Fabricated
metal products (including plated products)

General machinery: General-purpose
machinery/Production machinery (including molds and
machine tools), Office machines

Electric machinery: Electrical machinery/Electronic
devices, Information and communication electronics
equipment

Motor vehicles/Motorcycles: Motor vehicles and
motorcycles, Motor vehicle and motorcycle parts and
accessories, Transportation equipment (Railroad
vehicles/Ship/Aircraft/ Industrial trucks), Transportation
equipment parts (Railroad vehicles/Ship/Aircraft/Industrial
trucks)

Precision machinery: Precision instruments (Analytical
instruments/Optical instruments and apparatus, etc.),
Medical equipment

Wholesale/Retail: Wholesale and retail trade, Trading, and
sales companies

Finance/lnsurance: Banks, Non-banks
(Insurance/Securities brokerage/Credit card/Leasing, etc.)
Communications/Software: Communications/Software
Transport activities/Warehouse: Transport
activities/Warehouse

Travel/Amusement: Accommodations/Travel, Amusement
Restaurant: Restaurant
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Firms by Country/Region

Total

Northeast Asia
China
Hong Kong/Macau
Taiwan
South Korea

ASEAN
Vietnam
Thailand
Indonesia
Singapore
Malaysia
Myanmar
Philippines
Cambodia
Laos

Southwest Asia
India
Bangladesh
Pakistan
Sri Lanka

Oceania
Australia
New Zealand

Large
2,907

980
528
184
175

93

1,386
304
262
279
243
152

60
43
32
11

331
268
20
27
16

210
158
52

(Firms)
SME
1,723

445
290
90
41
24

1,133
348
358
159

91
75
23
30
33
16

101

60
22

44
23
21



Survey Summary (3)

Total (n = 4,630 includinj;e firms

uncertain about establishmentyear

China (n = 818) Hong Kong/Macau (n = 274) Taiwan (n = 216)

498 494 124 145 - 21 2491 "
—————— 343 90 267 &R Lo 1 43 . 44
161 125 111 139 1-1_-7_4_15 —%—6—-%-25
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Key Points (1) uﬁl

Results of JETROOGs 2017 Survey on Busine.
Japanese Companies in Asia and Oceania

Business confidence improving, intention to expand business recovering in China

1. Companies expecting surplus increased, while those expecting deficit decreased (Refer to page 8.)

a

C:!\)

Companies expecting operating profits for 2017 to be a surplus accounted for 67.4%, a 4.6-percentage-point increase from the 2016 survey
(62.8%). Those expecting a deficit came to 18.3%, a 3.5-percentage-point decrease from the 2016 survey (21.8%).

Looking at the rate of companies expecting a surplus by country and region, South Korea (82.1%) and Taiwan (81.7%) marked the highest,
followed by the Philippines, Australia, and Malaysia. Meanwhile, the rate was below 40% in Sri Lanka (31.0%), Myanmar (33.8%), and
Cambodia (35.4%). In these countries, many companies have a short business history.

Improved business confidence in almost all countries, mainly in Southwest Asia (Refer to pages 13, 14, and 17.)

Over 40% of the companies expect their operating profits to improve (from the previous year) for 2018, as they did for 2017. Companies
predicting a downturn for 2018 came to 9.9%, a decrease of 9.6 percentage points from the outlook for 2017 (19.5%).

The diffusion index (DI) in 2018, which is the proportion of businesses reporting increased operating profits minus those reporting
decreased operating profits compared to the previous year, marked 38.2 points, an 11.5-point increase compared with 2017. Among
reasons for improvement, ASal es ifnrcergeuaesnet liyn cliotceadl, niaorlkleotwse'd wbays
efficiencyd and ASales increase due to export expansion. o0

Looking at the DIs for 2017 and 2018 by country and region, business confidence improved in all countries, except Laos and Cambodia, of
which the DI was the same. In particular, the DI significantly improved in four countries in Southwest Asia (Bangladesh, India, Sri Lanka,
and Pakistan), as well as in Vietham and Laos, where the DI exceeded 50 points.

3. Intention to expand business being strong in Southeast/Southwest Asia, recovered in China (Refer to pages 18 and 20.)

i

Among respondents, 53.7% expect to expand business in the next one or two years, which is a 1.5-percentage-pointincrease from 2016
(52.2%). Looking at the results by country and region, c@@Rani
percentage points) in China, while the proportion slightly increased to 55.7% in Southeast Asia (up 0.3 percentage points).
Comparing the rate of AExpansiono between Southeast Asi a a2ydherCl
China showed a sudden decline. The gap increased to 16.2 percentage points in 2015, but decreased to 7.4 percentage points in 2017.
Companies in Pakistan (81.3%), Myanmar (70.7%), India (69.6%), and Vietham (69.5%) are more willing to expand their businesses.

Copyright © 2017 JETRO. All rights reserved. Reproduction without permission is prohibited. 6



Key Points (2) la

4. Wage increase being the biggest operational issue, but with the wage increase rate basically decreasing from the

previous year (Refer to pages 30, 31, 71, and 72.)

0O Among operational issues, fAWage increasesodO was the most commonl

U By country and region, Cambodia (82.8%) ranked the first, overtaking Indonesia (80.8%), and China (75.3%), etc., followed by Vietnam
(75.2%) and India (72.1%).

U Regarding the average rate of increase in wages for all industries on a year-on-year basis for 2018, the rate was higher in Pakistan (9.9%),
India (9.5%), Bangladesh (9.1%), and Myanmar (8.6%). These are the same four countries that marked the highest in the 2016 survey,
although Bangladesh overtook Myanmar this year.

U The wage increase rate generally decreased from the 2016 survey. In China, the rate has been slowing down by single digits since 2013
and is predicted to decline to 5.9% in 2018.

5. Manufacturing: Local procurement rate increased in Southeast Asia, but still much lower than that in China (Refer to
pages 42, 44, 45, 46, and 48.)
U Material costs accounted for approximately 60% of local production.

O When asked about how they planned to reduced material cost ,nto7 2.
U Looking at the results by country and region, the local procurement rate was higher in New Zealand (67.9%) and China (67.3%). In
particular, the rate reached 71.3% in Chinads Motor vehicles/ Mo

U Looking at major countries, the local procurement rate increased from 2012 in Thailand, India, Indonesia, Vietnam, and the Philippines.
However, the rate needs to be further increased in these countries because the rate is still lower than that of China, with an over-10-
percentage-point gap.

6. Non-manuf acturing: Shifting of the target of future market
and 68.)

U Regarding initiatives for local market development by non-manufacturing companies, it is expected that a higher proportion of companies
will target ALocal companieso (74.9%) for-asdliés atedcoompraai esou
0O The proportion of c d&Produesiserdaceswhithare cust@amizeddor lecdl mdrket (design, packaging or taste)o a s
products/ services preferred by |l ocal customers was 8. 8 pgsewienfora
Japanese market (which you also sell in Japan). 0 By counecteginand
Australia and India, while AProducts/ services for Japan easadHhoag k
Kong & Macaul.

0O A |Iargest proportion of companies selected ASNSO as an eefprbperdoni v

exceeded 60% in Cambodia, Myanmar, Vietnam, and New Zealand. Among SNS, Facebook accounted for 94.3%, followed by Instagram
(37.3%) and Twitter (17.9%).
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0 20 40 60 80 100 (%)

Total (n=4,594) ! 14.3 1837 Large (n=2,883 mL
ASEAN (n=2,500) = 155/ 200 Total o )
=2, —— i e— - LA SME (n=1,711) 20,5 m
South Korea (n=117) ! 14.53.2_15 - —175
Taiwan (n=213) 9.9 85 Tawan  HET
Australia (n=180) : :10.63‘£I>B»‘j Philippines  —5\ie (h=30)
Malaysia (n=225) ! 10,7156 Malaysia Large (n=150)
HK & Macau (n=271) — LTNBER —SME (EZng)
Pakistan (n=32) ! m\h‘ Thailand gﬁ; 22;352;
New Zealand (n=73) ! 17.8 lm Chi Large (n=525)
China (n=814) ! 124423 ina SME (n=289)
Singapore (n=333) ! 15:97/ NNFRRY Indonesia  L219¢ (”f278)
Thailand (n=612) : 188 11521 SME gﬂ:ggg
Vietnam (n=650) : 1505 NN Vietnam ge =
I S S | | SME (n=347)
Indonesia (n=435) EATANNG N AN Large (n=181)
India (n=324) 14.8 % N2880 HK & Macau  —ge" =00
BangladeSh (n=41) 22. 0 NN \‘:"‘:\ Singapore Large (n=242)
Laos (n=27) 1487 \s\\\ NN Cange (n268)
Cambodia (n=65) AN \\\ NN India SME (n=59)
Myanmar (n=80) 20 0 ﬁ\ \Q\\Q\\ Cambodi Large (n=32)
Sri Lanka (n=29) 44.8° RN ambodia  SME (n=33)
= Profit - Breakeven « Loss = Profit Beakeven  Loss Note: Countries/regions for which n for Large/SME 2 30
LA total of 67.4% of the firms expect operating AProf i tsh183% ofthd farhs7 , p

expect operating ALoss, o0 down 3.5 pp from 21.8% in 2016.
By country/region, the proportion of firms expecting operating profit was the highest in South Korea at 82.1%, followed by Taiwan at 80%. The
proportion exceeded 70% in the Philippines, Australia, Malaysia, Hong Kong & Macau, Pakistan, New Zealand, and China.

. Atotal of 74.3% of the large enterprises expect operating profit, which was higher than 55.8% of the SMEs by 18.5 pp. The proportion of positive
forecasts was higher among large enterprises than SMEs in all the 11 countries/regions with valid responses from more than 30 companies. In
particular, the proportion of profitable firms was higher among large enterprises than SMEs by over 20 pp in Indonesia, Singapore, and India.
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1. Operating Profit Forecast (2)

Proportion of profitable firms - 2009 to 2017 (by country/region)

[ ASEAN 5 ]

%) [ Northeast Asia (Excl. China) ] (%)
90 90

80 +— —n = 80 —a

/., \/v\‘\ > P &
70 / Plad 70 Lo S~ RS —x——K

\ / ~ \ g
60 60 D4
RS 7
50 T T T T T T T T T 1 50 T T T T T T T T T 1
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
—o— HK & Macau Taiwan South Korea . . .
Indonesia ---¢--- Singapore Thailand
(%) China, India, Vietham * - Philippines Malaysia
80
f. In Northeast Asia (excluding China), the proportion of profitable
70 - firms increased from the previous year in all countries/regions.
., Among ASEAN 5, the proportion of profitable firms increased in
) S o N P ¥ all countries, except Singapore. The Philippines (79.5%)
60 o Rt - f-—""/ iy marked the highest of the five countries in the proportion of
. o profitable firms. In Malaysia, the proportion increased to 73.8%,
Y up 11.0 pp.
50— . The proportion of profitable firms increased from 2016 in China
(70.3%, up 5.9 pp), India (61.4%, up 7.8 pp), and Vietnam
40 \ (65.1%, up 2.3 pp). y

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

----- China India Vietnam
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1. Operating Profit Forecast (3) _

_ Operating profit forecast for 2017 (by industry) Major industry categories by country and region

-cturlng (%) Note: Countries/regions for whichn 2 30 (%)
ries 0 20 40 60 80 100 Motor vehicles/ 0 20 40 60 80 100
Manufacturing total (n=2,203) ] 13.4 187~ Motorcycles
_ _ B I E——— — | China (n=112) 7.1:98
Chemical/Pharmaceutical (n=287) 10,8&‘&@1 Vietnam (n=52) 7 7m

|
Rubber/Leather (n=52) 11.5°154 Thailand (n=75)

12,0200/
(AN VAN Indonesia (n=69)

05/ /2B,

Motor vehicles/Motorcycles (n=426)

_ _ } N o .
e ———— e ——
- - i Iron/Nonferrous metals/ 0
Wood/Pulp (n=36) 13_9:m Metals 0 20 40 60 80 100
General machinery (n=95) 20.0 Malaysia (n=32) 6.3718:8
Iron/Nonferrous metals/Metals (n=353) 13.9 \m China (n=56) 125250
Food (n=154) 16.2 234 Vietnam (n=87) N8N PR/ 7

2EIN\ATAY]
LGNS A S AR S SN

Thailand (n=69)

Textiles (n=111) Indonesia (n=41)

Miscellaneous manufacturing (n=282)
-manufacturing
stries

|
172/ ISR
12.8 1105

Wholesale/Retail

Non-manufacturing total (n=2,391) ] 15'3| 22795 Taiwan (nf93)
Wholesale/Retail (n=1,056) 1|1.7m South Kore_a (n:48)
Finance/Insurance (n=170) 13i5 AT » &Al\;ljzgaa:jlaiézlzgg

Travel/Amusement (n=66) 16|.7 m Malaysia (n=38)

Communications/Software (n=125) . 16_8| N A India (n=91)

Business services (n=116) 241 103 China (n=125)
Transport (n=255) ] 165 @% New Zealand (n=31)
Restaurant (n=34) [/ N Q\\m‘b Singapore (n=141)

Construction (n=175) ] 211 Q\\\m\\\b Thailand (n=122)
I E— Indonesia (n=81)

Miscellaneous non-manufacturing (n=394)

18 5 m\ Vietnam (n=64)
= Profit Breakeven = Loss

. The proportion of firms expecting operating profit for 2017 was higher in the manufacturing sector (68.0%) than the non-manufacturing sector (66.8%). In
comparison with the 2016 survey (manufacturing: 63.5%; non-manufacturing: 62.1%), the proportion increased by 4.5 pp in the manufacturing sector and by
4.7 pp in the non-manufacturing sector.

. Inthe non-manufacturing sector, the proportion of profitable firms was particularly high in Wholesale/Retail industry (75.9%).

. The trends by country/region of the three industries with the largest number of valid responses are as follows. In Motor vehicles/Motorcycles, 83.0% of firms

in China and 78.9% of firms in Vietnam expect a surplus. In Iron/Nonferrous metals/Metals, 75.0% of firms in Malaysia and 62.5% of firms in China expect a

surplus. In Wholesale/Retail, the proportion of profitable firms is the highest in Taiwan at 88.2%, followed by South Korea at over 80%, respectively.
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1. Operating Profit Forecast (4) —
Operating profit forecast (domestic sales-oriented
WJ

Operatlng proflt forecast (export-oriented f|rms

(%) (%)
0 20 40 60 80 100 0 20 40 60 80 100
Total (n=2,651) | 12.9 195 Total (n=1,466) ] 0 i
ASEAN (n=1308) ——— — #m ASEAN (n=020) ——— —— | m
South Korea (n=84) South Korea (n=23) : 13.0
Taiwan (n=159) Australia (n=46) : 10.965
Philippines (n=25) Taiwan (n=38) | ’
Australia (n=125) Philippines (n=38) ——— - 797132
Malaysia (n=96) HK & Macau (n=105) ——— e~ 4 AAE
Pakistan (n=22) India (n=37) —— - 135 185"
HK & Macau (n=128) | | New Zealand (n=25) ——— - I24 0 4«
China (n=498) 11.0I 189 Singapore (n=163) I 14| , -W
New Zealand (n=43) 14.0 71637 _ I — I
Thailand (n=378) 15. 6 W‘j Mala_ySIa (n=95) I R -
Vietnam (n=270) 12.6 )/;W Chira (n=231) p o dlg 19.0 A
Indonesia (n=313) 125 Thailand (n=160) : “
India (n=255) 14.9" 2 oo5s Indonesia (n=88) 12.5 ffm
Singapore (n=136) 169 A Vietnam (n=318) 167 fm
Myanmar (n=48) 208 W m Bangladesh (n=24) [N 2 i
Bangladesh (n=15) SIBR Jﬁfjﬁj Laos (n=16) [ 125 W J{ﬁﬁ
Cambodia (n=33) S TP AN m Cambodia (n=28) ! B m
Note: Countries/regions for which n 2 15 Note: Countries/regions for which n 2 15

u Profit Breakeven #Loss m Profit « Breakeven # Loss

The proportion of positive operating profit (forecast) was 67.6% among domestic sales-oriented firms (less than a 50% export ratio in the operating
country/region), while the proportion was 68.4% among export-oriented firms (50% or larger export ratio in the operating country/region). The proportion
increased in both domestic sales-oriented firms and export-oriented firms from the previous year (domestic sales-oriented firms: 62.4%; export-oriented
firms: 65.1%).

In Bangladesh, India and Singapore, the proportion was higher among exportoriented firms than domestic sales-oriented firms by over 10 pp. On the other
hand, of ASEAN countries, Malaysia, Vietham and the Philippines were the countries in which the proportion was higher among comestic sales-oriented
firms than export-oriented firms.
In South Korea, Taiwan, the Phili

ines and Australia, the proportion was high among both domestic salesoriented firms and export-oriented firms.
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1. Operating Profit Foreca
——— —

(%) B Profit -~ Breakeven " Loss
100
80
60
40
20
0

In or before 1970 1971-75 1976-80 1981-85 1986-90 1990-95  1996-2000  2001-05 2006-10 In or after 2011
(n=159) (n=124) (n=109) (n=138) (n=340) (n=494) (n=491) (n=670) (n=750) (n=1,310)

Looking at the operating

profit forecast for 2017
by year of
establishment, over
0 Inorbefore  1990-95 19962000  2001-05 2006-10  Inorafter O Inorbefore  2001-05 2006-10  In or after 2011 70% of firms that were
1990 (n=124) (n=89) (n=265) (n=157) 2011 2000 (n=87) (n=193) (n=287) established before 2005

(n=28) (n=151) (n=83)

expected a surplus.

On the other hand,
among firms that were
established in or after
2011, less than half
(47.8%) expected a
surplus.

80

60

40
20

0 In or before 199_0-95 19961-2000 2091—05 200_6-10 In or after 0 Inorbefore 200105 2006-10 In or after 2011
1990 (n=54) (n=78) (n=100) (n=97) 2011 2000 (n=31) (n=108) (n=134)
(n=142) (n=134) (n=51)
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1. Operating Profit Forecast (6)

Operating profit forecast for 2017 l

Operating profit forecast for 2018 l

(%) (%)

Singapore (n=333) 36.9:) 'yfm Singapore (n=332)

0 20 40 60 80 100 80

Total (n=4,592) 34.3 1W Total (n=4,584) ;
ASEAN (n=2,502) 33.6 Iafmz ASEAN (n=2,493) . g
Pakistan (n=32) 25.0 7125 Pakistan (n=32) 15.6 156

Laos (n=27) | 33.3} -754 Bangladesh (n=41) 2|9.3
India (n=323) 328 418 India (n=323) : 29.1

. | 1. I |

Vietnam (n=646) NOTRENN LB Laos (n=27) ! 333

Cambodia (n=65) NN NN f L4 Vietnam (n=648) ! 35.3

Australia (n=180) BRINNNGAGO Sri Lanka (n=30) AT 40.0

Bangladesh (n=41) QRN 2.2 Cambodia (n=65) |

China (n=814) 323 ?'W Indonesia (n=433) |

Philippines (n=73) 32.9 fﬂﬂgﬂd Myanmar (n=80) |

Indonesia (n=433) SN2 Philippines (n=73) |

Thailand (n=618) 34.0 ALY, China (n=811) :

Myanmar (n=81) 39.5 W - Australia (n=179) |

Taiwan (n=213) 333 ?MIA New Zealand (n=72) :

Malaysia (n=226) 32.3 VTS S Malaysia (n=218) |

HK & Macau (n=270) 41.9 iy o /A Thailand (n=617) .

|

|

|

New Zealand (n=73) 48.0 B Taiwan (n=214)
South Korea (n=117) 44.4 ARG HK & Macau (n=272)
Sri Lanka (n=27) 51.9 éfm, South Korea (n=117)
E|ncrease * Remain the same “Decrease E|ncrease - Remain the same * Decrease
,For 2017, a total of 46.2% of the firms expect an oper adyithe gopatiomdf i f
firms expecting an operating profit fADecreaseo was 19.5%, down 4. p

oA total of 48.1% of the firms expect an Al ncreaseodo for avhileghe up 1§40
proportion of firms expecting an operating profit fADecr &ausveyd0 was .
,In ASEAN, the proportion of firms exp e cwhichisgheaame |&velasthe otalsaad'thatffoo20182 0 1 f
forecast was 49.4%, both exceeding the overall average.
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12017 DI (by country/region)

Total (n=4,592)
ASEAN (n=2,502)
Laos (n=27)
Pakistan (n=32)
India (n=323)
Cambodia (n=65)
Vietnam (n=646)
Bangladesh (n=41)
Australia (n=180)
China (n=814)
Philippines (n=73)
Myanmar (n=81)
Indonesia (n=433)
New Zealand (n=73)
Thailand (n=618)

HK & Macau (n=270)
Taiwan (n=213)
South Korea (n=117)
Malaysia (n=226)
Singapore (n=333)
Sri Lanka (n=27)

(Points)
60

51.9
I
50.0
43.7

Total (n=4,584)
ASEAN (n=2,493)
Bangladesh (n:41)
India (n:323)

Sri Lanka (n=30) |~
Pakistan (n=32)
Vietnam (n=648)
Laos (n=27)
Indonesia (n=433)
Myanmar (n=80)
Cambodia (n=65)
New Zealand (n=72)
Philippines (n=73)
China (n=811)
Thailand (n=617)
Australia (n=179)
Malaysia (n=218)
Singapore (n=332)
Taiwan (n=214)

HK & Macau (n=272)
South Korea (n=117)

(Points)
0 20 40 60 80

7////////A 38.9
?7//|////A 38.4

:7////(/" 307
W 31.8

:y////I/A 28,
% 26.6

s

///////// 38.2
/// 39.9

==

_//////////A: 5

W////////://A5

|\
rrzznisz, s
fY////////{ 42.5

?W 415
W 33.8

7////|//¢ 30.3

[¢2]

y////é 25.0

214

/ 7 659

©+158.5
3.3
8.1
2.6
1.9

Note: DI is an abbreviation for Diffusion Index, the proportion of firms expecting improvement minus the proportion
of firms expecting worsening. This figure reflects changes in business confidence.
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The DI (see Note), indicating
business confidence for 2017
operating profit, was 26.7
points, up 8.0 points from
18.7 points in the 2016
survey. By country/region,
the DI was higher in Laos,
Pakistan, India and
Cambodia.

The DI for 2018 was 38.2
points, up 11.5 points from
2017. The DI for 2018 was
higher than the DI for 2017 in
almost all countries/regions.
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1. Operating Profit Forecast (8)
Operating profit forecast for 2017 Operati.ng prqfit forecast f_or 2018
i . i biing i \ ( h 2017, | ; \

Manufacturing industries g 20 20 60 80 (10{;()) Manufacturing industries 0 20 40 60 80
Manufacturing total (n=2,201) 3;,1_7 W Manufacturing total (n=2,195) +40.0
Rubber/Leather (n=52) \ 28.9 | Rubber/Legther (n=51) | 39_|2
General machinery (n=94) | 26.6 lf" General machinery (n=93) | 35_5I
Motor vehicles/Motorcycles (n=425) 28.7 I/ Food (n=153) | 35.3I
Iron/Nonferrous metals/Metals (n=354) I29_ 1 fy \\ Iron/Nonferrous metals (n=354) : 37.6I
Food (n=154) 27.3 240" Textiles (n=111) 36.0
3(%_1 ’ \ Chemical/Pharmaceutical (n=285) 37.9

Chemical/Pharmaceutical (n=286)
Precision machinery (n=67)
Electric machinery (n=342)
Wood/Pulp (n=36)

Electric machinery (n=341)
Precision machinery (n=67)
tor vehicles/Motorcycles (n=423)

SN 7

Textiles (n=110) 382 236 Wood/Pulp (n=37) 514
Non-manufacturing industries Non-manufacturing industries | |
Non-manufacturing total (n=2,391) ! 36.7 | Non-manufacturing total (n=2,389) 43.8 |
Business services (n=115) 33_9 o Restaurant (n=34) 41_|2
Wholesale/Retail (n=1,060) ] |35'5 Communlca'gons/Softvyare (n:124) 42_|7
TraveI/Amusemen'z (n:66; — e :IJ,7,9 m ?_L:;:/r;ells.:: rjjg\;:]eesnsr;lég 44:1;1;?

Transport (n=255 = y

Finance/Insurance (n=171) . 39.2 Transpprt (n=255) 42.0
Restaurant (n=32) ] 43.8 | V\{holesale/RetaH (n=1,056) 445 |
Communications/Software (n=126) ! 41.3 Finance/Insurance (n=171) 45.0 |

20.2 : fym Construction (n=175)

H Increase Remian the same ¥ Decrease m Increase * Remain the same # Decrease

Construction (n=174)

Compared with the 2016 survey, the proportion of firms expe
manufacturing sector (46.6% K 47.5%) and the non-manufacturing sector (39.1% K 45.0%).

5

The proportion of firms expecting an operating profit fAhbhmute
non-manufacturing sector (46. 8%).

5
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1. Operating Profit Forecast (9)

Reasons for increased operating profits forecast for 2017
(comparison with the reasons for the increase forecast for 2016 cited

in the 2016 survey) (top 5, multiple answers) Response rate by country/region and

industry (top 5)

2017 (n=2,110) 2016 (n=1,970) (%) e Ind
ustry categor
0 20 40 60 80 Ll y category
. . 68.8 India (84_90/0) Business services (79.7%)
Sales increase in local markets 63.6 China (79.1%) General machinery (76.9%)
) T aivwan (76 9%) W holesale/Retail (76.5%)
. . . . 0 0,
Improvement of production efficienc 38.2 ) Travel/Amusement (73.3%)
(E)he manufactupring industry only) y 386 Indonesia (76.4%) Motor vehicles/Moatorcycles (73.29%)
South Korea (74.4%)
Sales increase due to export expansion 28.8
27.9
0
Reduction of other expenditures 14.7 Myanma.r (75.0 {;’) Textiles (57.1%)
(e.g., administrative/utility/fuel costs) 17.8 Cam bodia (53.3%) Motor vehicles/Motorcycles (44.9%)
India (47.4%) Iron/Nonferrous metals/Metals (40.9%)
i 11.7 China (43.3%) Food (38.7%)
Reduction of procurement costs . ; )
17.0 Philippines (41‘7%) Electric machinery (35.4%)

Note: Countries/regions and industry categories for which n2 30

Reasons for decreased operating profits forecast for 2017
(comparison with the reasons for the decrease forecast for 2016 cited
in the 2016 survey) (top 5, multiple answers)

2017 (n=893) 2016 (n=1,105) (%) Country/region Industry catego
0 20 40 60 80 il e ]
Sales decrease in local markets 45.8 South Korea (77.3%) W holesale/Retail (65.5%)
51.3 HK & Macau (62.3%) Communications/Software (63.6%)
38.1 Taiwan (60.8%) Construction (61.2%)
Increase of labor costs 31.3 ’ Thailand (57.4%) Travel/Amusement (54.6%)
) . ) Motor vehicles/Motorcycles (48.2%)
24.9 Australia (52.9%)
Increase of procurement costs 155 '
. 21.4 Ph|||pp|r_1es (53"3’%) Travel/ Amusement (63.6%)
Sales decrease due to export slowdown : Indonesia (52.8%) Textiles (61.5%)
27.6 Malaysia (50.9%) Communications/Software (59.1%)
Production costs insufficiently shifted to 19.5 China (49.7%) Wood/Pulp (50.0%) .
selling price of goods 15.9 Vietnam (42.3%) Iron/Nonferrous metals/Metals (48.6%)

Note: Countries/regions and industry categories for which n 210
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1. Operating Profit Forecast (10)

Reasons for increased operating profits forecast for 2018
(comparison with the reasons for the increase forecast for 2017 cited
in the 2016 survey) (top 5, multiple answers)

2017 (n=2,197)

Sales increase in local markets

Improvement of production efficiency
(the manufacturing industry only)

Sales increase due to export expansion
Improvement of sales efficiency

Reduction of procurement costs

2016 (n=2,058)

0

728
414 )
40 8Tl
327 | e
29.6
15.7
16.7
12.6
14.9

Reasons for decreased operating profits forecast for 2018
(comparison with the reasons for the decrease forecast for 2017 cited
in the 2016 survey) (top 5, multiple answers)

2017 (n=453) 2016 (n=505)

Sales decrease in local markets
Increase of labor costs

Increase of procurement costs
Sales decrease due to export
slowdown

Production costs insufficiently shifted to
selling price of goods

0

2 90 U
...... i
"45.0
| 39:7..
366 |
045 | | T
16.0
23.0
29.5
21.2
15.8

(%)
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Response rate by country/region and
industry (top 5)

Country/region

India (90.0%)

South Korea (84.6%)
Taiwan (81.5%)
Indonesia (80.7%)
Australia (79.8%)

Cambodia (73.3%)
Myanmar (54.6%)
Philippines (50.0%)
New Zealand (50.0%)

. China (44.2%)

Industry category

Construction (90.0%)
Business services (88.9%)
Wholesale/Retail (82.5%)
Travel/Amusement (81.3%)
Food (78.1%)

Textiles (56.9%)

General machinery (50.0%)

Motor vehicles/Motorcycles (42.3%)
Iron/Nonferrous metals/Metals (41.7%)
Electric machinery (40.5%)

Note: Countries/regions and industry categories for which n2 30

Country/region

Taiwan (76.0%)
Australia (52.2%)
Malaysia (50.0%)
India (50.0%)

... | HK & Macau (48.4%)
Indonesia (62.2%)

China (52.2%)
Vietnam (43.6%)
South Korea (42.9%)

~.. Malaysia (40.0%)

Industry category

General machinery (70.0%)

Motor vehicles/Motorcycles (60.3%)
Construction (60.0%)
Wholesale/Retail (56.9%)
Transport (45.8%)

Textiles (84.6%)

Food (52.9%)

Electric machinery (48.2%)

Motor vehicles/Motorcycles (46.0%)
Finance/lnsurance (44.4%)

Note: Countries/regions and industry categories for which n2 10
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2. Future Business Plan (1) —
Approach to future business challenges in the next 1 to 2 years l

(%)
0 20 40 60 80 100
Total (n=4,605) ) oo 353-10.9
Pakistan (n=32) ! Mm
Myanmar (n=82) ! e 2—' 1.2
India (n=326) = ! A A A % 0.3
Vietnam (n=650) ! e m.?g 0.8
Bangladesh (n=42) ! Maﬁ%ﬂ 24
Laos (n=27) ! e e T
Philippines (n=71) ! A A
Sri Lanka (n=30) ! s A T
Cambodia (n=65) ! e e
Taiwan (n=216) o e 32, 0.5
Indonesia (n=434) ! e 3. 2 0.2
Malaysia (n=226) — A e, 0.4
China (n=811) ! W;ﬁ%w A
Australia (n=179) ! M;ﬁ%ﬁﬂmﬂ R — 2.2
Thailand (n=619) ! e Y B Wm 305
Singapore (n=334) ! e 339 :| 1.8
South Korea (n=117) . b e B
HK & Macau (n=273) ! o s 3 S NI
New Zealand (n=71) | Wmﬂﬂmﬂﬁmﬁﬁ?ﬁ

® Expansion  # Remaining the same Reduction = Transferring to a third country/region or withdrawal from current local markets

A total of 53.7% of the firms selected AExpansi ondo as trduil.bppdrarpse.27a
inthe 2016 survey.l n contrast, 4.2% of firms selected AReductionodo or ATraketsd
which is the same level as the 2016 survey (4.2%).

By country/region, Pakistan marked theMyiagihneasrt, p7 6 p &r% ioofn fof r MBx Baefse
I n China, 48.3% of the firms selected AExpansion, o0 up 8.2 pp from tfh
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2. Future Business Plan (2)

Proportions of firms expecting to expand in the next 1 to 2 years
(2008 to 2017)

| ASEAN Southwest Asia/Oceania Northeast Asia
(%) (%) (%)
100 - 100 - 100 ~
90 - i 90 -
) BT W 81.3
‘o " N
80 - - :\.;.;,-’--0 e 80 -
~. 8. ,69.6
70 - . ‘/!\N TB--969.70
At 633 N
60 - 4 X 60 | ¢ \ 51.9
. %. / \ / ‘\ ” P | —L
- \
50 - =X X X \ /475 50 - VIR0 s
X F<o>. 7/ ¥_ X Jgs__m w0 Jlasg
N ¥ K e = X7 X\ /. XN 7
40 - 1\ / \(/ 40 - l-"‘/ \ /N ‘.—“/x38.5
\ / \( \( \(/X
30 - i / 30 -
\aé
20 T T T T T T T T T ! 20 T T T T T T T T T 1 20 T T T T T T T T T 1
2008 09 10 11 12 13 14 15 16 17 2008 09 10 11 12 13 14 15 16 17 Qg‘b SO NGO XN e
—&— Indonesia  ---‘M--- Malaysia = =A== Myanmar ----¢--- Bangladesh --m--India v -=-#--China - @ - Taiwan
— = Philippines —® = Thailand Cambodia Pakistan —x=—Sri Lanka South Korea  —x— Hong Kong
= \/ietnam Note: The survey of Cambodia started in 2010. —% = Australia Note: Hong Kong includes Macao from 2011.

Reviewing the survey results by country/region from 200 8,fututebusinepsr opo gt
challenges in the next one or two years increased significantly in 2010 when the global economy recovered from the downturn following the financial
crisis. The proportion of AExpansiond remained gener al | yreasel ia 2084aande2015, if o
and increased in ASEAN and Northeast Asia in 2016. In 2017, the proportion increased in major countries in Southwest Asia and Oceania, as well as in
Northeast Asia.
In the 2017 survey, the proportion of firms that sel ectpRakidtahxlp.app)si orfo
Philippines (9.0 pp), China (8.2 pp) and Malaysia (7.2 pp). On the other hand, the proportion decreased from 2016 by over5.0 ppi n Camb o d i

, and Myanmar 19.0
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2. Future Business Plan (3)

Proportions of firms expecting to expand in the next 1 to 2 years
‘2008 to 2017I China and other ma'|or countries in Asiaz

6
=4 China
-@— ASEAN
80
«+{J-- Indonesia
cochee i
70 Thailand
<+« Vietham
PR . ol : ASEAN .
60 RARSE : ., 557 <« ®-- India
h .‘. ' . "... {2 .......... = China
50 48.3
Note 1. ASEAN shows a
weighted average of
nine countries,
40 excluding Brunei.
40.1 Note 2: Figures for Cambodia
38.1 : and Laos have been
included in the
30 . : ; ; . . . , . . ASEAN average
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 since 2010 and 2011,

respectively.

, Comparing China with ASEAN, the proportion of firms that isted efc
next one or two years was higher in China from 2008 to 2011. In 2012, however, ASEAN (61.4%) overtook China (52.3%). ASEAN has

been higher than China by around 10 pp since 2012. After peaking at 16.1 pp in the 2015 survey, the gap decreased to 7.4 pp in 2017.
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2. Future Business Plan (4)

Approach to future business challenges in the next 1 to 2 years I

-cturing (%) -anufacturing (%)

60 80 100 0

Manufacturing total (n=2,200) Wm7 0.9 Non-manufacturing total (n=2,405) 0.8
Food (n=152) W ,/,m Business services (n=117)
Chemical/Pharmaceutical (n=286) (/// Y1107 Restaurant (n=34) 29
Rubber/Leather (n=51) A S
Communications/Software (n=126) ,
Iron/Nonferrous metals/Metals (n=356) W,ﬁg 0.6

Wood/Pulp (n=37) /}Wl Wholesale/Retail (n=1,062) /d 0.9

Precision machinery (n=67) A8 3.0l 15 Transport (n=257) //A-l

flm4 2.1 Finance/Insurance (n=174)
A3 A3 |22

Electric machinery (n=341)

e 1.2
8

General machinery (n=93)

//6//} / W Travel/Amusement (n=65) : 1
Motor vehicles/Motorcycles (n=425) ¢ 505 )
Other manufacturing industries (n=281) M m_;_()j ther non_ma?nu:gggnng ndustries : /// //A 81.0
(%) (%)
0 20 40 60 80 100 0 20 40 60 80 100
2017 (n=1,233) 2 0.9 2017 (n=1,655) 0.9
$ 2016 (n=1,282) IS B LSSV 0.9 S 2016 (n=1559) 1.0
S 2015 (n=1,388) LSS LIRS SSSIRY 0.9 8 2015 (n=1,557) 0.6
2014 (n=1,463) LSS SRS S 0.7 2014 (n=1,625) 0.5
2017 (n=967) 1.2 0.8 2017 (n=750) 8 0.8
W 2016 (n=1,038) LSS LS UGS SSSSE 1 7 W 2016 (n=734) 0.8
& 2015 (n=1,035) IS AL SSSSBE 1.2 & 2015 (n=597) : 1.0
2014 (n=1,038) AL LAY S/ LS BA 1.3 2014 (n=605) : 40340 038

= Expansion # Remaining the same * Reduction = Transferring to a third country/region or withdrawal from current local markets

By industry, the proportion of firms that selected fiEXxe@ommwsyearsiwas hatser § h
in the non-manufacturing (54.1%) than the manufacturing sector (53.3%).

I n the manufacturing sector, the propor ti-oanufacfuringdectop thenpsopootionds higrsin hi ghj i
Busi ness services (66.7%) . On the other hand, the proportion of AEKDPp

, By company size, large enterprises are more likely to expand their businesses than SMEs in both manufacturing and non-manufacturing sectors.
The roportion of manufacturin firms that selected AExpansiono
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2. Future Business Plan (5) —

Approach to future business challenges in the next 1 to 2 years
~ (by major industry and country/region) Note: Country/region by industry categories for which n 2 30

.‘mlesale/Retail (%) n/Nonferrous metals/Metals (%)
0 20 40 60 80 100 0 20 40 60 80 100
Vietnam (n=65) Vietnam (n=87) . ///W
India (n=92) China (n=57) . /?’//’,W/ 7735118
Malaysia (n=38) Indonesia (n=41) ! //’

Indonesia (n=79) Thailand (n=71)

%,;WM/ /73 2.4

China (n=126) Malaysia (n=32) ST/ /7771 SO S
Thailand (n=124) . ;
Taiwan (n=93) T b m\emlcaI/Pharmoaceutlczﬂ 0 . o (log,())
Australia (n=78) — 1 Vietnam (n=49) i)
Singapore (n=141) - . Z
HK & Macau (n=126) Indonesia (n=34) ' S
New Zealand (n=31) Thailand (n=49) . ///fgf/ﬁ’f/
South Korea (n=48) China (n=52)
tor vehicles/M%torcyclzgs 10 “ i 1(‘?3 .Fctric I ety (%)
India (n=61) ! /ﬁ” ///ﬁf’ 1.6 y i) 0 20 40 60 80 100
Vietnam (n=52) ! / ietnam (n= — 4.1
China (n=111) ] W // g 0 0.9 Thailahd (n=47) i — //% /6 4-2.1
Thailand (n=75) ISR/ 786077 /A, Malaysia (n=46) NENE NI/ / -
Indonesia (n=69) ! WW China (n=87) : /8 1 35

m Expansion  Remaining the same ° Reduction — Transfering to a third country/region or withdrawal from current local markets

The proportion of AExpansiond in Wholesale/ Retail was hi gime acoountédfertfn a
over 50% in New Zealand and South Korea.
I n the Motor vehicles/ Motorcycles industry, the pr opor toffioBwx poa n siii Eoxnppa n

increased by 8.4 pp to 51.4% from the 2016 survey (43.0%), marking the largest increase by country/region.
In Vietnam, the proportion of "Expansion” exceeded 80% in Wholesale/Retail. The proportion also exceeded 70% in Iron/Nonferrous metals/Metals
and in Electric machinery.
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2. Future Business Plan (6)

Reasons for expected b“S'”‘?SS expansion Note: Countries/regions for which n 2 30

in the next 1to 2 years (multiple answers (%)
) - Reviewing |
e High growth Relationship with E;gﬁ_\'&?ggg‘é’é‘ééor production and ?G‘?g."’%tr'gguorfercnoesrf/ Easy to secure - tion <
potential clients products distribution labor costs) labor force
networks
0 25 50 75 100 0 25 50 75 0 2550 75 0 25 50 0 25 50 0 25 50 0 25 50 0 25 50

Total (n=2461) 86.8 Total W Total 24.2 Total i 20.6 Total i15.2 Total 8/3 Total | 2.1 Total | 2.1
Indonesia (n=223) 91.0 India - 64.2 Myanmar - 31.6 | HK & Macau - 33.3 Singapore - 23.2 Philippines - 13.3 Philippines - 11.1 Myanmar - 10.5
Taiwan (n=112) | I89.:IJ, China - 50.9 South Korea - 30.2 Singapore - 29I,o HK & Macau - 22}9 India - 12.0 Cambodia - 8.1 India - 5.8
India (n=226) | Isg,sla Myanmar | 50.9 Vietnam - 27.3 Taiwan - 26I.8 Australia - 19.1 Thailand - 10.3 Vietnam - 4.2 HK & Macau - 2.9
Vietnam (n=450) | I87,£; Taiwan | 49.1 ’ Taiwan - 26.8 South Korea - 26I_4 Philippines | 17.8 China - 9.7 Indonesia - 2.7 Cambodia - 2.7
Thailand (n=290) | I37,b: Indonesia | 48.4 ’ Australia - #5.0 China - 25}1 Thailand - 17.2 Malaysia - 9.7 HK & Macau - 1.9 Vietnam - 2.7
China (n=391) | I37.5I, Vietnam - 46.2 Thailand | 24.5 Malaysia - 23}7 Taiwan | 17.0 Australia - 8.3 Myanmar - 1.8 Malaysia - 2.6
Philippines (n=45) | I86.7I Philippines - 44.4 India | 24.3 Thailand - 22}4 India | 14.6 Indonesia - 8.1 India - 1.3 Thailand - 2.1
Malaysia (n=114) | Igs_ol Cambodia - 43.2 Singapore | 23.2 Australia - 20.2 China | 13.8 South Korea - 7.6 Singapore - 1.3 China - 1.0
HK([?:’\l/'gsc)aU | I85_7I Singapore - 43.2 Indonesia - 22.4 Vietnam - 17.8 Vietnam - 13.8 Vietnam - 73 Australia - 1.2 Taiwan - 0.9
Singapore (n=155) | I83.gl Australia | 42.9 China | 22.3 Indonesia - 14.8 Indonesia | 13.0 HK & Macau | 6.7 Malaysia | 0.9 Singapore | 0.7
Australia (n=84) | I83_3I HK & Macau - 40.0 HK & Macau - 21.9 India - 13.7 Malaysia - 10.5 Taiwan - 4.5 Thailand - 0.0 Indonesia - 0.5
South Korea (n=53) | I83.0I South Korea - 39.6 Philippines - %0.0 Philippines - 11.1 | South Korea - 7.6 Myanmar - 35 China - 0.0 Philippines - 0.0
Myanmar (n=57) | 7I7.2 | Malaysia - 33.3 Cambodia - 18.9 Cambodia - 10.8 Myanmar - 7.0 Singapore | 2.6 South Korea - 0.0 Australia - 0.0
Cambodia (1=37) | 7;—,'7 | Thailand - 27.2 Malaysia - 13.2 Myanmar - 10.5 Cambodia - 2.7 Cambodia - 0.0 Taiwan - 0.0 South Korea - 0.0
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2. Future Business Plan
— | i

Note: Countries/regions for whichn 2 30

Total (n=2413) Total Total | A1 Total Total Total Total
HK(::':\[A; 4c)au China Philippines Myanmar South Korea Singapore India
Taiwan (n=107) Indonesia Vietnam Cambodia China HK & Macau Australia
South Korea (n=53) Thailand Cambodia Philippines Taiwan Australia Taiwan
Singapore (n=153) Vietnam India South Korea Malaysia China Myanmar
Australia (n=80) South Korea Indonesia Indonesia India Taiwan HK & Macau
India (n=221) Malaysia Malaysia India Vietnam India South Korea
Cambodia (n=38) Philippines Thailand Australia Indonesia Philippines Philippines
China (n=384) India China Taiwan Australia Malaysia Singapore
Thailand (n=285) HK & Macau Taiwan Singapore Thailand Thailand Malaysia
Indonesia (n=213) Taiwan Myanmar Malaysia Singapore South Korea Indonesia
Malaysia (n=109) Myanmar HK & Macau HK & Macau HK & Macau Myanmar Vietnam
Vietnam (n=446) Singapore Singapore Thailand Cambodia | 2.6 Indonesia China
Philippines (n=45) Australia South Korea China Philippines | 2.2 Cambodia Thailand
Myanmar (n=57) Cambodia Australia Vietnam Myanmar | 1.6 Vietnam Cambodia

s function

uction
h-value

uction

Qitous dquarters i (
ICeS (e.g., shared
ed products) ucts) es center, call center)
25 50 75 100 0 25 50 0

25 50 75

listics function

0 25 50
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2. Future Business Plan (8)

Functions to be expanded (by country, 2012 to 2017)

Sales function Production e ction
(ubiquitous products) (high-value added products)
(%) (%) (%)
75 - 75 - 75 -
66.5
.~
65 - 65 - 65 -
59.6

WSQ.O

B5 | ¥~ ¥ L7 587 55 55 -
=X ..m 518

[ N .

45 1 TR 45 1 45 -
e et R -
P " ... 36.3
gl
35 - 35 - 35 -
x\
= 29.9
L 29.1
25 - 25 - 25 - 25.3
26.0

15 T T T T 1 15 T T T T 1 15 T T T T 1

2013 2014 2015 2016 2017 2013 2014 2015 2016 2017 2013 2014 2015 2016 2017

—— China ----®--- Vietham Indonesia = * = Thailand — = India

., The proportion of firms intending to expand fnSThdilamd the propodidninoreased rje
by 6.8 pp from the 2016 survey.

, The proportion of firms intending to expand fAProducti on (Thalandg (i
Indonesia, and India. Meanwhile, the proportion in China recovered by 6.9 pp from 2016 and exceeded 20% in 2017, although the
proportion decreased for two consecutive years from 2015 and fell below 20% in 2016.

., The proportion of firms intemdiurrg atda eax pamd uftRrsg du gteinem a(ditigry d ¢ c
decreased in India (down 5.4 pp) and Vietnam (2.5 pp) from the 2016 survey.
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2. Future Business Plan (9)

Reasons for the future reduction, (o)
transfer or withdrawal (multiple answers) (%) By company size
0 20 . 40. 60 0 MEmEBITE man:;ggt-uring Large SME
Sales decrease 60.8 Sales decrease 60.2 67.8 63.6 64.4
4 231 100 S
Increase of costs 46.0 Increase of costs
(e.g., procurement/labor costs) 28.2 (e.g., procurement/ 48.4 34.5 35.5 50.7
. ' 1ADOT COSES) e
Low growth potential 24.3 i
g p 278 Low growth potential 19.4 35.6 29.0 24.7
Reviewing production and Rewewm ....... mductlonand ..................................................................................................
distribution networks 1f4.198 distributio%%etworks 16.1 126 122 178
Tightening of regulations 12-220 4 Tightening of regulations 14.0 13.8 14.0 13.7
Difficulty in securing labor force 17.6 Difficulty in securing labor 17.2 10.3 10.3 19.2
14.8 force | | | |
Relationship with clients 8.1 185 Relationship with clients 16.1 35 5.6 16.4
Low recepivity for high-value Lowrecettf .......................................................................................................................
8.1 _ ptivity for
added products 1.9 Total (n—180) high-VaIUe added prOdUCtS 4.3 8.1 1.9 12.3
n ASEAN (n:74) ............................................................................................................................................................
Others 9-%3 0 China (n=54) Others 14.0 13.8 15.9 11.0

[ Inamutipechoice question on the reason for business AReduct iwasmastcommoiilylcited, n s f
foll owed by Alncrease of costso (41.7%).

., When comparing ASEAN and China, the proport ivoanlsueofa dd e dnsp rtiohchutlc tsgedi eacr seedd
were higher in ASEAN than in China by 6.2 pp and 2.8 ppithcrlesemddctiivaeldy .fi T(
regul ationsd were higher in China than in ASEAN by 10.4 pp and 8.2 pp, 1

, By industry, the proportion of firmsinthenon-manuf act uri ng sector that <cited #fASanthesmandfaturingsactoeby 7.6va {
pp.On t he other hand, the proportion of firms in the manentsaoct ori edi $dédtcal
forcedo was higher t hananufacturing seaof by L3.9mppn$2.6 pm and 9epp, respectively.

., By company size, the proportion of SMEs that <cited #ARewningprodutiorsand distribwtiot h ¢ Ifi

\ net wor kso was higher than that of Iarge enterprises by 10.8 pp, 8.9 pp, Je
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2. Future Business Plan (10)
. — .

2013 (n=931)
2014 (n=970)

2015 (n=863) gg,

e B e 0 1.2
WW 6510
s /@W/m 88 = 17

SEEEE 4/ 775318

2017 (n 811) s R 59— 1.5 2Ll
= Expansion # Remaining the same = Reduction — Transferring to a third country/region or withdrawal from current local markets 4 4%
Reasons for reduction, transferring or withdrawal (%) Breakdown of firms that responded reduction,
0 20 40 60 80 100 transferring or withdrawal
o 61.1 -
Sales decrease DR 54.8 L B E J andong
Increase of costs W 48.2 47firms (6.7%) $
(e.g., procurement/labor costs) ~ 50.0 General machinery 5 (21.7%) 65.6% %
Low growth potential Textiles 4 (16.7%)
- _ _ Electric machinery 10 (115%)
Tightening of regulations Motor vehicles/Motorcycles 11 (9.9%) zlnkgfnie
Relationship with clients Chemical/Pharmaceutical 4 (7.7%) g .
Iron/Nonf tals/ 0
B . . '\rdoer:alson errous metails, 3 (53%)
Difficulty in securing labor force 13 (4.1%)
Reviewing production and Wholesale/Retail 6 (4.8%) he angdong
distribution networks
Low receptivity for high-value 0 0.8% 8.6%
added products :
Others Notel:l ndustries, provinces/municipalities with three or more firm
S Note2:The percentages in the parentheses indicate the proportion o
.2017(n:54) 2016(n:42) withdrawal o to the number of responding firms in respective

In a question about the approach to future business challenges in the next one or two years, the proportion of Japanese-affiliated firms in China that
sel ected fAReductiono or ATransferring to a third count4yromte@il®survey,r i

exceeding 7% for two consecutive years from 2016. Me a n wh i.2lpetp 4813%.e p r ofp
Inamultipleec hoi ce question asking the reason for business #Re dahaghestproportiooat
61.1%. This is followed by Alncrease of costso (48.2%) and AlLow gro

By industry category, the manufacturing sector (6. 7%) srawaldrom carcent fodale d ujc
mar ket s0 mor e ¢ o mmamfacuring $eetar (4.1L%).dn particalar, the proportion was high in General machinery (21.7%) and Textiles
(16.7%).
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2. Future Business Plan (11)

Changes in the number of employees
cl i i i | | region;

Local employees | Year-on-year Plans for the next one year i~

0 20 40 60 80 100

Total (n=4,567)
Pakistan (n=32)
India (n=322)
Bangladesh (n=42)
Vietnam (n=643)
Cambodia (n=65)

Total (n=4,483)
Pakistan (n=32)
Bangladesh (n=41)
Myanmar (n=80)
India (n=313)
Vietnam (n=632)

Philippines (n=72) Philippines (n=69) 39.1
Myanmar (n=82) Laos (n=26)
Laos (n=27) Cambodia (n=63) . 39.7
Taiwan (n=216) Malaysia (n=222) . 41.0
Malaysia (n=224) Indonesia (n=427) :
Indonesia (n=431) Sri Lanka (n=29) . 48.3

South Korea (n=115)
New Zealand (n=71)
Singapore (n=332)
Thailand (n=607)

Sri Lanka (n=28)
Australia (n=177)
China (n=810)

HK & Macau (n=271)

Taiwan (n=214) 0.7 52.3
South Korea (n=114)
Singapore (n=327)
Thailand (n=592)
China (n=795)
Australia (n=173)
New Zealand (n=70)
HK & Macau (n=264)

|
|
|
|
|
|
|
|
|
Large (n=2,877) | 45.3 Large (n=2,831) 47.2

|
SME (n=1,690) : 49.5 SME (n=1,652) . 47.6
¥ |ncrease No change % Decrease ¥ [ncrease No change r Decrease
Regardingyear-on-y ear changes in the number of | ocal employees by Raldstant ry/ region, oV

The proportion of firms planning to fAlncreased the numb €68.8%)ffolldwedbyeBangladesh Myayreae,
India and Vietnam at over 60%, respectively.

,In China, over 20% of the f iomyresars ed cemngeaeardi didre.c rTelaes epr d mo rat iyoeakemplbyeek in themext gné yaan n i
was relatively high in China (15.5%), Indonesia (13.6%) and Malaysia (12.2%).
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2. Future Business Plan (12)

Changes in the number of employees
(Changes in a year-on-year comparison, future plans, by country/region)

Japanese expatriates Year-on-year

Plans for the next one year

(%) (%)
0 20 40 60 80 100 0 20 40 60 80 100
Total (n=4,527) 72.3 14.6 Total (n=4,454) 76.7 141
Cambodia (n=64) 65.6 3.1 Laos (n=26) 73.1 17
Myanmar (n=82) 69.5 73 Myanmar (n=80) s A5
Malaysia (n=223) 61.4 175 India (n=313) 70.9 118
India (n=321) 64.2 150 Bangladesh (n=41) 80.5 2.4
Vietham (n=639) 72.0 12:4 Philippines (n=69) 79.7 58
Philippines (n=72) 80.6 4.2 Vietnam (n=635) 75.6 12.0
Bangladesh (n=42) 78.6 11 Malaysia (n=219) 69.9 19.2
Pakistan (n=29) 79.3 6:9 Indonesia (n=423) 74.9 14.2
Australia (n=177) 74.0 124 Thailand (n=585) 80.3 11.5
Singapore (n=330) 69.1 176 New Zealand (n=63) 85.7 6:4
Indonesia (n=429) 75.8 12:8 Cambodia (n=64) 79.7 12.5
Laos (n=27) 66.7 22.2 Singapore (n=327) 75.2 17:4
Thailand (n=598) 74.3 154 Pakistan (n=28) 92.9
Taiwan (n=213) 78.9 10:8 Australia (n=173) 83.2 9.8
China (n=802) 71.5 18:8 HK & Macau (n=265) |57 83.8 10.6
HK & Macau (n=268) 73.5 16.8 Taiwan (n=213) [5.6 81.2 13.2
South Korea (n=116) 76.7 17.2 China (n=785) [5.0 74.1 209
Sri Lanka (n=29) 355 93.1 35 Sri Lanka (n=29) 8.5 86.2 10.3
New Zealand (n=66) 3.0 89.4 76 South Korea (n=116) [3.5 76.7 19.8
Large (n=2,862) 69.2 16.2 Large (n=2,820) 74.9 155
SME (n=1,665) 77.8 11.8 SME (n=1,634) 80.0 11:9
Increase No change Decrease Increase No change Decrease
Regarding changes in the number of Japanese expatriates by coungr

countries/regions in both year-on-year comparison and in plans for the next one year.

I n the past one year, the proportion of firms that sel ectireChnaiDefr
(18.8%), Singapore (17.6%), and Malaysia (17.5%).

Regarding plans for the next one year, the proporti on o f17.5%), indies F
(17. 3%), and Bangladesh (17.1%). On the other hand, the p20®%)ort ) c
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3. Management Matters (1)

Problems common to all regions (top 10, multiple answers)

(%)
By company size
Answers 2%17 2016 Cha_nge . Non-
( /0) (%) (pomts) Manufacturing manufacturing Large SME
1 Wageincrease 66.7 65.3 1.4 74.3 59.7 66.3 67.3
Difficulty in quality control
2 (Manufacturing sectors only) S S 1.4 51.9 ) 48.4 56.2
Competitorsd mar ke
3 growing (cost-wise competition) 49.9 46.6 33 5L5 48.3 53.4 44.0
4 Quality of employees 46.9 44.1 2.8 499 44 .2 46.3 48.0

Difficulty in local procurement of raw
5 materials and parts 45.1 43.2 1.9 45.1 - 44.2 46.2
(Manufacturing sectors only)
Increase of financing costs

6 . 40.7 29.0 11.7 . - . .
(Manufacturing sectors only) =07 Hoz il
7 Difficulty in developing in new clients 385 376 0.9 36.4 40.3 355 435
on market
8 Major clients requesting lower prices 35.9 35.2 0.7 44.1 28.5 34.6 38.2
9 No more room for cost-cutting 35 3 345 08 353 ) 34.8 36.0
(Manufacturing sectors only)
10 Tax burdep (l.e. corporate taxes and 324 277 47 35.6 29 5 353 276
transfer pricing taxes)
iwWage increaseo (66.7%) was most frequently cited as a mlamaagceadietni o mqt
of financing costs, o which increased by 1 110probemsirfcreasetframhihe previowsyeardBy s y 4 a
country/region, the proportion of HAWage increased was hi glhadditiontmthe€ea mi o
three countries, the proportion also exceeded 70% in Vietnam (75.2%), India (72.1%), and Sri Lanka (70.0%).
By industry, more than 70% of firms selected fAWage i ncr quassteiong nl d vheer|n
was higher in the manufacturing sector than in the non-manufacturing sector by 15.6 pp.
., By company size, fAWage increaseodo increased by 1.4 pp from t praportomod v i L
ADi fficulty in quality controld exceeded 50%.
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3. Management Matters (2)

Problems common to all regions (top 10, multiple answers, response rate for each country/region)

Wage increase

0

25 50 75 100

Total (n=4,543)

Cambodia (n=64)

Indonesia ]
(n=427)

China (n=806) -
Vietnam (n=640) -
India (n=319) -
Sri Lanka (n=30) -
Malaysia (n=226) -

Thailand (n=594)

HK & Macau |
(n=271)

Australia (n=180)

Myanmar (n=81)

South Korea ]

(n=117)

Singapore ]

(n=329)

Bangladesh ]

(n=42)

Philippines (n=72)

Laos (n=27)

New Zealand |

(n=72)

Pakistan (n=31)

Taiwan (n=215)

66.7

82.8

80.8

75.3

75.2

721

70.0

68.1

63.0

62.7

60.0

59.3

59.0

56.2

47.6

45.8

44.4

43.1

38.7

35.8

Difficulty in quality

control

0 25 50 75 100

Total (n=2,125)
Cambodia (n=30)
Sri Lanka (n=11)

Malaysia (n=121)

Bangladesh |
(n=25)

Myanmar (n=17)

Pakistan (n=18)

Laos (n=17)

Vietnam (n=376)

Indonesia (n=238)

Thailand (n=339)

India (n=150)

China (n=484)

Philippines (n=46)

Taiwan (n=56)

Singapore (n=69)

New Zealand |

(n=20)

Australia (n=37)
HK & Macau |

(n=33)

South Korea ]

(n=38)

51.9

76.7

72.7

711

68.0

64.7

61.1

58.8

57.2

55.5

54.0

50.7

50.2

50.0

28.6

27.5

25.0

243

24.2

18.4

Competi
are growing (c
competition)

torso
ost-wise

0 25 50 75 100

Total (n=4,541) - 49.9
India (n=321) - 64.2
China (n=804) - 55.0
Myanmar (n=81) 1 54.3
S | 52.1
Malaysia (n=223) 52.0
Snaspro
Thailand (n=595) 50.6
Taiwan (n=216) - 50.5
Indonesia (n=429) - 47.1
Vietnam (n=642) 1 46.1
Sri Lanka (n=29) - 44.8
NeV\(/nZ:e%e;I)and | 44.4
M csror | 43.0
Ba?rgzligv)esh | 42.9
Pakistan (n=31) 41.9
Australia (n=179) - 41.9
Philippines (n=72) 1 36.1
Cambodia (n=64) - 34.4
Laos (n=26) - 19.2
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mar k

Note: Countries/regions for whichn 2 10

Quality of employees

0 25 50 75 100

Total (n=4,543)

Laos (n=27)

Bangladesh |
(n=42)

Cambodia (n=64)
India (n=319) -
Indonesia (n=427) 1
Malaysia (n=226) 1
Myanmar (n=81) 1
Thailand (n=594) -
Philippines (n=72) -
Vietnam (n=640) 1
Sri Lanka (n=30) 1

China (n=806)

HK & Macau ]
(n=271)

Singapore ]

(n=329)

Taiwan (n=215)

South Korea |

(n=117)

Australia (n=180)

Pakistan (n=31)

New Zealand ]

(n=72)

46.9

70.4

69.1

60.9

58.3

57.1

52.2

51.9

50.5

50.0

46.7

46.7

44.3

41.0

39.8

39.5

35.9

311

29.0

20.8

(%)

Difficulty in local procurement
of raw materials and parts

0 25 50 75 100

Total (n=2,125)

Myanmar (n=17)

Bangladesh |
(n=25)

Laos (n=17)

Cambodia (n=30)
Vietnam (n=376)

Indonesia (n=238)

Sri Lanka (n=11)

Philippines (n=46)

Pakistan (n=18)

India (n=150)

Malaysia (n=121)

Thailand (n=339)

China (n=484)

Taiwan (n=56)

Singapore (n=69)

HK & Macau ]

(n=33)

South Korea ]

(n=38)

New Zealand ]

(n=20)

Australia (n=37)

R R R R—

45.1

82.4

76.0

70.6

70.0

65.2

64.3

54.6

54.4

50.0

45.3

44.6

38.4

29.3

28.6

27.5

24.2

21.1

20.0

135

31



3. Management Matters (3)

Problems common to all regions (top 10, multiple answers, response rate for each country/region)

Increase of financing costs

0 25 50 75 100

Total (n=2,125)
Malaysia (n=121)
China (n=484)
Indonesia (n=238)

Cambodia (n=30)

HK & Macau |
(n=33)

Taiwan (n=56)

Thailand (n=339)

Sri Lanka (n=11)
Myanmar (n=17)

India (n=150)
Vietnam (n=376)

Philippines (n=46)

New Zealand |
(n=20)

Australia (n=37)
Laos (n=17)

Singapore (n=69)

South Korea |
(n=38)

Pakistan (n=18)
Bangladesh |

(n=25)

Copyright © 2017 JETRO. All rights reserved. Reproduction without permission is prohibited.

40.7
59.5
50.2
48.7
43.3
42.4
411
37.8
36.4
35.3
34.0
32.7
32.6
30.0
29.7
29.4
275
26.3
16.7

12.0

Difficulty in developing in
new clients on market

0

Total (n=4,541)

Laos (n=26)

Myanmar (n=81)

HK & Macau |
(n=270)

Thailand (n=595)

Singapore |
(n=328)

Malaysia (n=223)

Vietnam (n=642)

China (n=804)

Indonesia (n=429)
India (n=321)

South Korea ]
(n=117)

Taiwan (n=216)

Bangladesh ]
(n=42)

Sri Lanka (n=29)

Philippines (n=72)

Australia (n=179)

Cambodia (n=64)

New Zealand |
(n=72)

Pakistan (n=31)

25 50 75 100

38.5

50.0

45.7

44.8

42.2

421

40.4

40.0

39.9

38.2

35.8

35.0

33.3

33.3

31.0

27.8

251

25.0

23.6

194

Major clients requesting

lower prices
0 25 50 75 100
Total (n=4,541) - 35.9
Thailand (n=595) 1 43.9
China (n=804) - 415
So(ur':lelc)?r)ea 40.2
India (n=321) 39.9
Indonesia (n=429) - 37.3
Malaysia (n=223) - 36.8
Taiwan (n=216) - 34.7
Vietnam (n=642) - 34.6
Sri Lanka (n=29) - 345
Pakistan (n=31) 1 32.3
Philippines (n=72) - 30.6
Smoceee || 20
HK(il;/l;\(;:)au | 203
NeV\(/nZ:e7a2I;:1nd | 26.4
Ba?ngzlig()ash 26.2
Australia (n=179) 22.9
Cambodia (n=64) 1 20.3
Myanmar (n=81) - 19.8
Laos (n=26) - 19.2

Note: Countries/regions for whichn 2 10

No more room for

cost-cutting

0 25 50 75 100
Total (n=2,125) - 35.3
China (n=484) - 46.1
Indonesia (n=238) - 41.2
Cambodia (n=30) - 40.0
Malaysia (n=121) - 39.7
Thailand (n=339) - 37.5
Singapore (n=69) - 333
Taiwan (n=56) - 304
Vietnam (n=376) 29.5
Sotztnhzgg)rea 29.0
Sri Lanka (n=11) 27.3
HK(&[;:l\gzé():au - 273
Philippines (n=46) 26.1
Australia (n=37) - 24.3
India (n=150) - 22.7
Laos (n=17) - 17.7
NeV\EnZ:ezeé)I?nd - 15.0
Ba?ngzlzgt)esh 12.0
Myanmar (n=17) 11.8
Pakistan (n=18) - 11.1

Tax burden (i.e.

(%)

corporate taxes

and transfer pricing taxes)

0 25 50 75 100
Total (n=4,511) - 32.4
Indonesia (n=428) - 58.9
Myanmar (n=78) - 52.6
India (n=320) - 51.3
Sri Lanka (n=28) - 46.4
Cambodia (n=63) 1 44.4
Ba(nngzligv)esh 42.9
Vietnam (n=640) 40.9
Philippines (n=72) - 40.3
Pakistan (n=31) - 35.5
Malaysia (n=223) - 31.8
China (n=798) - 31.6
S 30.8
Australia (n=180) 24.4
Thailand (n=587) - 21.8
Taiwan (n=213) - 16.4
Laos (n=27) - 14.8
Sposeoe | | 147
NeV\(/nZ:e7a2I;:1nd | 9.7
e || 7
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3. Management Matters (4)
__Problems by country/region (top 5, multiple answers) (%)

2017 2016
2017 2016 survey survey
survey survey
1  Wage increase (n=427) 80.8 82.2
1 Wage increase (n=329) 56.2 59.8 | e e
"""""""""""""""""""""""""""""""""""""""""""""""" Difficulty in local procurement of raw materials and parts
Competitorsdo market swiseres 2 n:238ty P P 64.3 56.3
2 " N 50.9 52.6 ( )
competition) (n=328)
"""""""""""""""""""""""""""""""""""""""""""""""""" 2  Complicated customs clearance procedures (n=424) 59.7 48.8
3 Difficulty in developing new clients on market (n=328) 421 41.6
T T e Tax burdens (i.e. corporate taxes and transfer pricing
4 Quality of employees (n=329) 39.8 35.7 4 taxes) (n=428) 58.9 511
® Difficulty in recruiting engineering staff (n=75) 34.7 13.3 . .
5  Time-consuming customs procedures (n=424) 57.3 46.0
2017 2016
survey survey
1  Difficulty i lit trol (n=121 71.1 64.2
_________ fhiculty in quality control (v=121) T4 &2 1 Wage increase (n=640) 752 755
2 Wage increase (n=226) 68.1 677 | T I T
_________________________________________________________________________________ ,  Difficulty in local procurement of raw materials and parts 65.2 64.8
3 Increase in financing costs (n=121) 59.5 415 (n=376) '
A Volatility of the |local cur o ol 3 Difficulty in quality control (n=376) 57.2 58.6
US dollar (n=223 ' s
( ) 4 Quality of employees (n=640) 46.7 425
5 uality of employees (n=226 52.2 53.3 .
Quality Ploy ( ) 4  Complicated customs clearance procedures (n=634) 46.7 47.5
2017 2016
survey survey
“_1““-\I_\/_e:gilrlcir-e_a_s-e“(i:??_él_)-__““_““““__““__““__“““fii.(z“““:f:?;?:_“ 1 Difficulty in local procurement of raw materials and parts 54.4 62.1
2 Difficulty in quality control (n=339) 54.0 59.0 (n=46)
 Competitorso market swisares 2 Difficulty in recruiting engineering staff (n=46) 50.0 36.7
3 " 50.6 47.3
competition) (n=595) )
--------------------------------------------------------------------------------- 2 Quality of employees (n=72) 50.0 57.3
4 Quality of employees (n=594) 50.5 4B 5 | e
"""""""""""""""""""""""""""""""""""""""""""""""""" 2 Difficulty in quality control (n=46 50.0 535
5 Major clients requesting lower prices (n=595) 43.9 406 | e Y___cl____y ________ (_ ____) _____________________________________________
5  Wage increase (n=72) 45.8 447
Note: Top 5 responses are | isted ab o v-keghligitedtempare nétimaluded N the tppadl 0t icoummam pmr otbll emMmso | Or 4d
Matters (1). o

Note: Red-highlighted items increased by 10 pp or more from 2016.
Copyright © 2017 JETRO. All rights reserved. Reproduction without permission is prohibited. 33



3. Management Matters (5)

__Problems by country/region (top 5, multiple answers) (%)
1 le_flculty in local procurement of raw materials and parts 76.0 81.3
(n=25)
2017 2016
survey survey 2 Inadequate logistics infrastructure (n=25) 72.0 62.5
1  Wage increase (n=319) 721 67.5 3 Quality of employees (n=42) 69.1 60.4
Competitorsdé market swWsares ar 4 Difficulty in quality control (n=25) 68.0 56.3
2 " 64.2 59.2
competition) (n=321)
------------------------------------------------------------------------------------ 5 Power shortage or blackout (n=25) 68.0 65.6
3 Quality of employees (n=319) 58.3 49.5
T T T 2017 2016
Tax burdens (i.e. corporate taxes and transfer pricing taxes) _ survey survey
4 (n=320) 51.3 52.6
B — e e e e e e e S mm s s m e 1  Wage increase (n=64) 82.8 69.7
5 Difficulty in quality control (n=150) 50.7 LSy [ ——— S
2 Difficulty in quality control (n=30) 76.7 76.3
- B | R S
survey survey e i :
3 (Dr:f_fécou)lty in local procurement of raw materials and parts 700 73.7
1 Difficulty in quality control (n=18) 61.1 52.9 e, -
2 Difficulty in local procurement of raw materials and parts 50.0 412 4 Quality of employees (n=64) 60.9 62.9
(n=18) 5  Complicated customs clearance procedures (n=64) 46.9 44.8
Vol atility of the | ocal curre
4 High import duties (n=31) 48.4 41.9 Difficulty in local procurement of raw materials and parts
1 (n=17) 70.6 63.6
4  Time-consuming customs procedures (n=31) 45.2 32.3 | s e
2 Quality of employees (n=27) 70.4 72.2
2017 2016 . . . . . -
- survey survey 3 Difficulty in recruiting engineering staff (n=17) 64.7 _“21._3_ |
1 Difficulty in quality control (n=11) 727 444 4 Difficulty in quality control (n=17) -___‘f{-_s_ N
“-;“-\;\/-;g;(;-ir-u-:;(;;s-(;-(-r]-;g(;) ----------------------------------------- 7- 0-_6“"“;3;_;“- 5) Inadequate logistics infrastructure (n=17) 52.9 36.4
Difficulty in local procurement of raw materials and parts 2017 2016
(n=11)
4 Quality of employees (n=30) 46.7 15.4 1 (Dnif_f:iLc7l;Ity in local procurement of raw materials and parts 82.4 70.0
Tax burdens (i.e. corporate taxes and transfer pricing taxes
5 (n=28) ( P pricing ) 46.4 34.6 1  Power shortage or blackout (n=17) 82.4 85.0
Note: Top 5 responses are |isted above, ehigiligned f &r DHfiQUyimayaity ortrgl(nz%7) probl em. 6 Or anfdé 50.0
items are not included in the top 10 commo probl ems i. na3. lanagement Matter s 1) . o
Note: Red-highlighted items increased by 10 pp or more from 2015. Blue-highlighted items rb Inaé)equate Irgglstlcs u?frastructure Mﬁ% 64'-? 55(0
decreased by 10 pp or more from 2016. 5  Wage increase (n=81)
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3. Management Matters (6)
__Problems by country/region (top 5, multiple answers) (%) -

survey survey .
1 | Wage increase (n=117) 59.0 57.5

1  Wage increase (n=806) 75.3 77.8 e
_________________________________________________________________________________ 2 Growmg_market shares of competitors (cost-wise 521 538
,  Growing market shares of competitors (cost-wise e 444 competition) (n=117) :
titi =804 ’ ’ R T T T
________C_o_njf)?_l_lf)_n_)_gl____z _______________________________________________________ 3 Major clients requesting lower prices (n=117) 40.2 46.8
3 1 in fi i ts (n=484 50.2 31.9 0
........ TEE%S_?.IP..".]?r.]fl.n.(‘;..C_O_s_f_(_n_____)___________________________________________ 4 Quality of employees (n=117) 35.9 31.6
3 Difficulty i lit trol (n=484 50.2 450 | TTTTTTC e TTTmmmm e T T T T T
_________ I__‘ET!_‘T.%?H_E?PI_O__(_n_____)____________________________________________ 5 | Difficulty in developing in new clients (n=117) 35.0 41.0
5 No more room for cost-cutting (n=484) 46.1 48.2
2017 2016 survey survey
-a.ca.u e e
1  Wage increase(n=180) 60.0 62.9
1  Wage increase (n=271) 62.7 59.2 T o m s
_________________________________________________________________________________ ,  Growing market shares of competitors (cost-wise 41.9 33.7
2 Difficulty in developing in new clients (n=270) 44.8 45.9 competition) (n=179) ’
Growing market shares of competitors (cost-wise Vol atility of the | ocal cur
8 competition) (n=270) 430 36.9 8 US dollar (n=180) AL
4 Increase in financing costs (n=33) 42.4 195 4 Quality of employees (n=180) 31.1 26.2
5  Quality of employees (n=271) 41.0 35.2 5 Increase in financing costs (n=37) 29.7 29.2

2017 2016
2017 2016 survey survey
survey survey

1 Growing market shares of competitors (cost-wise 50.5 51.4 1 Growmtgf market_75£1ares of competitors (cost-wise 44.4 35.1
competition) (n=216) : B E_Oin_etz_'_'?r_])__(f]_____) _________________________________________________________
2 Increase in financing costs (n=56) 41.1 25.0 2 Wage increase (n=72) 431 35.1
T A e T T e ana ] Volatility of the local curr
Ly o ey ) 22 B3 3 Us dollar (n=72) 83 2
--.‘E---.V.V.E:g_e_lrlir_e_a_s_e_(f_z_l_?)_____________________________________??f ______ ?}L?___ 4 Difficulty in recruiting engineering staff (n=20) 30.0 22.7
5 Major clients requesting lower prices (n=216) 34.7 33.2 4 Increase in financing costs (n=20) 30.0 18.2
Note: Top 5 responses are | isted above, dightighteditenfsare notfinsluwdedpnahe top 1cOu | caormrpa ro bd rearh. 10e Mg ainr

Matters (1). 0o
Note: Red-highlighted items increased by 10 pp or more from 2015. Blue-highlighted items decreased by 10 pp or more from 2016.

Copyright © 2017 JETRO. All rights reserved. Reproduction without permission is prohibited. 35



3. Management Matters (7)

Comparison between China and other major countries in Asia (top 5, multiple answers

= == China Vietnam = == China

Indonesia
1. Wage increase
0

11. Increase in financing
costs

2. Difficulty in quality 11. Increase in financing
control costs

1. Wage increase
00 2. Difficulty in quality
control

3. Growing market 10. Maior cli
shares of competitors 0. Major clients
(cost-wise competition) requesting lower prices

10. Major clients

3. Growing market
requesting lower prices

shares of competitors
(cost-wise competition)

9. Time-consuming
customs procedures

9. Time-consuming

4. Quality of employees customs procedures 4. Quality of employees

8. Tax burdens (i.e.
corporate taxes and
transfer pricing taxes)

. Difficulty in local
procurement of raw
materials and parts

8. Tax burdens (i.e.
corporat