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Survey Overview

Survey Objective

i This survey analyses the activities of Japanese affiliated companies operating in Europe, in order to comprise an understanding of
operating challenges etc. that could be directly impacting their business performance. This research can be used to assist these
companies in developing an overseas operation strategy and policy planning. Itis also intended to be used as a basis of information,
so that that governmental agencies can provide sufficient support towards Japanese- affiliated companies based in Europe.

Survey Target

i This survey was sent to a total of 1,403 companies between the 20" of September to the 18™ of October 2016. Exactly 1,000
responses were received, giving a response rate of 71.3%.

i This survey was targeted towards Japanese Affiliated Companies, which refers to a company where the ratio of direct or indirect
investment from Japanese companies is 10% or more. It also includes European sub-subsidiaries established by European or non-
European Japanese affiliated companies. However representative offices, liaison offices and companies owned by Japanese
persons locally in Europe are not included in this survey.

Please Note

&

i Survey results were totalled using the information sources that can be considered reliable by JETRO offices in Europe, however JETRO cannot
guarantee complete accurateness of the information provided by the companies.
i Not all respondents answered every question. The component percentages in the tables and charts of the document have been rounded off and

therefore may not always add up to 100%. Furthermore, the percentages for questions of which multiple answers are acceptable may not add up
to 100%.

i Some countries or industries may not be listed if the number of respondent companies for each are less than 5.

i If the industry, country or region has not been specified in a table or chart, this means the table or chart refers to Europe as a whole.

i This survey has been running continuously since 1983, but in 2012 the survey expanded to include non-manufacturing industries, as well as
manufacturing industries. This means that only manufacturing industries can be compared when analysing data from 5 years ago or more.

i Pl ease note that within the graphs fin=0 refers to the number of resp
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Survey Results: Target Countries & Industry Breakdown

Manufacturing

i Rubber products

i Ceramic/stone/clay

i Textiles (yarn/cloth/synthetic
fabrics)

i Clothing and textile products

i Lumber and wood products
(excluding furniture and interior
products)

i Paper and pulp

iIron and steel (including cast and
forged products)

i Printed and Published

i Nonferrous metals and products

i Furniture and interior products

i Other manufacturing

i Electric machinery/ electronic equipment

i Motor vehicle and motorcycle parts and
accessories

i General machinery (including metal molds and
machine tools)

i Chemicals and Petroleum products

i Electric and electronic parts and components

i Pharmaceuticals,

i Motor vehicles and motorcycles

i Food/agricultural/fishery processing

i Precision equipment

i Plastic products

i Fabricated metal products (including plated
products)

i Medical devices

Non-Manufacturing

—y

iSales company iHotel/travel/restaurant iReal estate,

iTrading company iBanking iConstruction/plants,
iTransport/warehousing iSecurities iFishery
iCommunications/software i Distribution i Other non-manufacturing
ilnsurance | EMining

Survey results

Local Procurement
Changes in the Number of Employees

1. Operating Profit Forecasts

2. Operational Challenges

3. Differentiation /Adding Value to products/Services

4. Business Outlook for the next One or Two Years

5. Future Promising Sales Destinations

6. Britainds Exit from the European
7. EPAIFTA

8.

9.
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Uni

(

Units:cos,
Number of Industries
pal Proportion Manufacturin Non- .
response Manufacturin
Overall 1,000 100.0 466 534
Western Europe 896 89.6 411 485
UK 287 28.7 117 170
Germany 214 21.4 101 113
France 89 8.9 56 33
Italy 31 3.1 10 21
The Netherlands 70 7.0 24 46
Belgium 50 5.0 24 26
Spain 39 3.9 22 17
Ireland 24 2.4 7 17
Finland 19 1.9 12 7
Switzerland 15 1.5 6 9
Portugal 17 1.7 10: 7
Sweden 18 1.8 11 7
Austria 12 1.2 7 5
Denmark 0.3 2 1
Greece 0.7 2 5
Luxembourg 0.1 - 1
Central & Eastern Europe 104 10.4 55; 49
Czech Republic 26 2.6 14 12
Hungary 24 2.4 15 9
Poland 31 3.1 13 18
Romania 14 1.4 7
Bulgaria 0.2
Slovakia 0.7
3



Survey Results Summdiy)

1.Operating Profit Forecasts
European operating profiforecasts maintained a high level, however 2017 forecasts for UK based Japanese affiliated companies indicates a
slight deceleration.

A Looking at the operating profit forecasts over the last 5 years, Europe overall has yearly been forecasting an increfitsanmopnt. 2016 operating
F2NBOFAG F2NJ GLINPTAGE 61& THOT:Y G0oNBI1SOSyé 41 a -based apaesk gffiRated f 2 & & £
O2YLI yAS&aQ NE&aLl2yaS NIGS F2NILINRPFAG 6Fa 7nom: | ndtLII RSONBI &S

A Comparing 2017 and 2016 operating profit forecast for Europe as a whole, almost half the compaies 4685 4 LJ2 Y RSR G NB YW A Yy
NBE&LI2YRSR GLYONBI BB4LBEYyRBBNBESOMBIl aS¢ @ [221Ay3 |G GKS ydzyoSNI 2F
NBa&LI2YRSR GAYyONBIaSéeé (GKS KAIKSad I+ ( The pkbwag®ironstkeDotiBnh at 31BWIEFRBSI2)K I R K

w

A Overthe past 5 years, comparing the trends of operating profit forecasts found by this annual survey, it can be s@apahaseaffiliated companies in
the UK and Japanesfiliated companies in Europe have shown similar trends. However for the 2017 forgdgdstsed companiesould see the effects
from the UKQ & reBetendum result. Theumber of respondents answerin@ncreasé hasdrasticallyfallen by 9.1 percentage points compared to the
previousyearand the rumberof respondents selectingNo changeé also rose by 3.8 percentage poiniig. 15)

2. Operational Challenges

European social and political conditioresnerged as the biggest issue atfitkere is rising competition betweerkEuropeancompanies inCentral

& Eastern Europe.

A Overallh 9 dzNR LISty LIREAGAOIE YR &a20Altf O2yRAGAZ2YyAa¢ g a NITINPRA fa HpikcETESE | NKYa
could indicate increasing political uncertainty such as rising populism and EU scepticism as well as growing concehesrapaat bn consumption and
decreasing tourism, caused by terrorism and migration ctisithe normanufacturing category it was even higher at 50.2% (+13.1(5iiy.16)

A @9EOKIy3aS NI GS 7 ttdzdade tzi2nd placy, increaditiy by 3 3.5FpN® ¥7.8%. Showinghbat@withdrawal from the EU seems to have
hada big influence. Especially in the manufacturing industry, who responded that it was the biggest challenge at 51.4%p)@3cnng Human
wSa2daNDS akt a2 (KSEDKYFE IR KB UB&F&4mD (Fidzllol A 2 v & £

A Lookingat UK based companie§, KA & &SI NJ KS (62 KAIKSaAd NBaLRyasSa | NB 4 9yERD Ki oyqaicaNd | iyS
and sociaD 2 y' R A inckegsing by 19.9pp %65.0%. Althoughd 9 02y 2 YA O NBOSaaAz2y FyR aKNAYl1Ay3 YIN]SdGa
suddenly increased 6.3pp to 8" place at 39.%0,showing possibleoncern about the economic impact of the UK 's withdrawal from the EU has
strengthened (Fig.19)

A In ParticularCentral & Eastern European Nanl y dzf I Ol dzNAy 3 FANXAaA OAGSR a9y iaNR 2F ySg Q3WSiGAG?2
Central & Eastern European nomanufacturing sector, see Fig. 16&18). When asked the specific nationalities of these new tams)tee top answewas
G/ KAGSESIH YASps oz ob mdo LI f | OR YALS ¢ksSE: @EF.20p dn@os{SdR  YaRRNEIID ek RISELIE bpyp). In
/ SYGNI¥t 9 9FaAGSNYy 9dNRLIS:I (KD2VLMNBISTEMGERR LI2yasS o6& FFEN gFad a9dzNRLISHY
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Survey Results SummgR) :,a

3. Business Outlook for the next or 2 years &Future PromisingSales Destinations
NI Hnipéctisistill limited towards business outlooknd Germany is emerging as the mgabmising future sales destination

A Business outlook fahe next 12yearsp n ®c’2 2 F NBALR YRSy Ga | yamRemabBad FSIEITY DY ¢ O wibRdzf
noT1s NBALRYRSR awSt20FGS (2 | GKANR O2dzy i NBE 2 NJ ¢ A (KR Nlorgdsgond@INE Y
G 9 E LIéy=a AM2yYONEB | & A 312% (565386 in2QLE).NEYALdzyUi2NE = t 2f | YR KFIR GKS KA3IKSald NBaLJ
was the lowest at 14.3%. UK again was2hdlowest after Greece (Fig.24,25)

A Thedatashows YQ&a @2GS G2 fSIFI@S (GKS 9! KIFIa y2G @Sd &aSSYSR ( geark PatiSulafylif R
comparedto the 2009 survey results after the 2008 financiasis, themanufacturing sectors response seems also not have beeaftected.
Looking at the response rate farC dzy @ FA N IA 2y | f KSI Rlj dzr NIi SNA ¢ ©®mace@8dA6 falfng Fom (bdt 3 122NR 5 |
LX FOS i myodc:d ¢KS 'YQa @20S G2 f St-akfated doBpardies regiofabhéadquar@iratégly (o6, 27 |-
28,331,332)

A Forfuture promising sales destinations, this year Germany became first place and Turkey:féﬁlm:Q.Nowthat economic sanctions have been
lifted, Iran suddenly rose to ¥(place from lasé S | 1¥Kpkace.PossibhR dzS G2 GKS | YQa @20GS G2 2SI BgEce oK S
outside of the top 10.Rig.36

4. Brexit Response
Many companies are contemplating how to deal with regulation or legislation changes and exchange rate fluctuation.

A When UKbased companies were asked what factors would they take into consideration after the UK voted to leave the EU, magufactpanies
NBaLRyRSRFYRAYIaAGNRA] YIylF3ISYSyid 2y S¥¥SO0Ga 27F SE OKmayufa&uringl réplied ¥ { dz
GKSANBR ¢2dzf R 0S d/ 2YaARSNAYy3I K2g (G2 O2NANBEZRIYRI deeh W3 SRz Udnps @pn 2 AN
OKIFAYé¢ 00ci20% AwSOASOA WS ORNSHAY EA QNRRAZDS & ¢ \Sotme@dBadids 018de RAMdnedtS suéh a® H H
GO2yaARSNAY3A (2 NBf 2 O0lldokngidtRshifing KeSoMdsseas eadiuarders lsewhere ¢ A 8 dn n 0

A Lookingat Companies based in tlither EUcountries excluding UK I y dzF | QG dzNARy3Qa o6A33Sad NBalLkRyasS g4l
be considered at 41.6%. Forndhl Yy dzF | QG dzNAy 3 GKSLI F WPESEHA NB&ELIRYEAWYF 38ESyid 2y STFSO
31.8%, lowever there is a difference in response ratio compared tebbded noamanufacturingcompanies(Fig.40

A UkbasedYl ydzF I QG dzNAyYy 3 O2YLI yASa mnop: aAFAR (KS& gSNBE O2 yhageRONFanied G 2
(7.9%) had a slightly larger response ratetiver EUbased companies (6%8).(Fig.40
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Survey Results Summgg) :,a

5. EPA/FTAAdvantages & Local Procurement
Companies anticipate that the EUapan EPA will improve price competitiveness in Europe by abolishing and
reducing tariffs.

A Lookingat the impactsof Economic Partnership Agreements (EPA) and Free Trade Agreements (FTA) currently being negotia
by the EU, overall 37.8% responded thatthe\®U LJF Yy | ANBSYSy il g2dzZ R KI @S aYlF 22N ||
obtained the largest percentage compared to other EPA/FTAs. Especially in the case of Central & Eastern Europe based
O2YLI yASa sK2aS NBalLkRyasS NIXaS F2NJ aYr22N Ryl 3Saé NB
54.8%.There were many responses citing "improvement of price competitiveness" as a reason for the major advyaigad.

A2KSy SEFYAYAY3 adzZLLX ASNE 2F LI NIG& YR NIYg YIGSNAIFf & &F2N
parts and materials is 29.3%1(®n LILJ0 F YR &9 dzNRB LIS SEOf dzRAYy 3 f 201 £ ¢ A& HHAC
(51.8%). When focusing suppliers parts and raw materials for EU based manufacturing companies, the percentage for two re
O2Y0AYSR aft20lfé¢ 6AGK G9dz2NRLIS PEOf dzRAY I f20Ffé NBIOKSaA

A Looking at théoreakdown of local suppliers for the manufacturing industry, the highest percentage of supplierstfas&t)
companies is local at 73.0%. 13.8% were other foraifjhated companies and Japanea#iliated companies were 13.2%he
ratio of local suppliers in Western Europe (excl. Switzerland) is 77.1%, this is much higher compared to Central & Eg&tern EL
at 48.2% showing that there are more local suppliers available in Western Europe. (Fig. 46)
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1. Operating Profit Forecas(4)

Fig.2, Trends in Manufacturing Industry Operating Profibrecasts

Fig.1, Trends in OperatindProfit Forecastdor Europe and UK for Europe and UK

(Unit: %) (Units: %)
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Loss (UK)

45.8 —4— Breakeven (Europe)
30 —&—Loss (Europe) L 39.6

Breakeven (UK)

Loss (UK)

—— Loss (Eurnpe)

2 188

10

13.4
12.8
12.0

11.4

0 O

2012 2013 2014 2015 2016 10 — *11. 11.813.

Europe n=828 Europe n=979 Europe n=961 Europe n=948 Europe n=996 0 2.6
UK n=235 UK n=273 UK n=272 UK n=273 UK n=287 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Europe Europe Europe Europe Europe Europe Europe Europe Europe Europe Europe
n=304 n=349 n=373 n=301 n=355 n=350 n=419 n=466 n=491 n=470 n=464
ReSUItS'zoo'&Olo' Forecasts:2012016 UK n=84 UK n=77 UK n=65 UK n=48 UK n=82 UK n=82 UK UK UK UK UK

n=100 n=117 n=110 n=112 p=117

N

@ When looking at the trends in operating profit forecasts over the last5y e ar s , E u r oppoft @t is inereasing yebr by year.

= Only when looking at figures for Japanese-affiliated companies in the UK was the difference to the rest of Europe, the profit was at 70.4%,
reducing by 0.7 percentagep oi nts compared to | ast yeards survey.

= Looking at Japanese-affiliated manufacturing companies in Europe, 2016 operating profit forecasts have maintained the same high level the
past 3 years as in 2007 before the financial crisis.

\é However Japanese-af f i | i ated manufacturing ceadnquthedamesstandard as B087. UK havendt ye t)
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1. Operating Profit Forecas(g)

Fig. 3, OperatingProfit Forecasts by Industry 2016 Fig. 4, 0OperatingProfit Forecastdy Country 2016

(Units:%)

(Units: %)

Romania(n=14)

All Sectors(n=996) . Hungary(n=24)
g Poland(n=31) 7 806
é Manufacuturing(n=464) Spain(n=39) TR
e |
— S — Switzerland(n=14) [ =~ = = s e 17
Non-Manufacuturing(n=532) | = = ggg. Germany(n=213) | 784 1122
= All Sectors(n=892) | = L gy L sweden(n=18) [ 0 #E T T :_
=z o
: BN N Portugal(n=17)
o Manufacuturing(n=409) | . s ' Czech Republic(n=26)
% Belgium(n=49)
Non-Manufacuturing(n=483) UK(n=287)
— France(n=89)
o All Sectors(n=104) |~ . . = 969 The Netherlands(n=70)
g Finland(n=19)
& Manufacuturing(n=55) Italy(n=31)
m
% Austria(n=12)
?n Non-Manufacuturing(n=49) | g 73 Greece(n=7)
c
é Slovakia(n=7)
@ 0% 20% 40% 60% 80% 100%
0% 20% 40% 60% 80% 100%
[ Profit [ Breakeven [ Loss
[ Profit £ Breakeven [ Loss

(z«; When asked their operating profits forecabt2 NJ H amMc X TH®T::2 F2NBOF 4GSR |, while NB% P'J 3

NBE L2 NISR | G[ 2aad¢
@ Looking at Central & Eastern Eurof8,5% oimanufacturing companies forecasted a much larger profit than
non-manufacturing, which only predicted 67.3%. This showed a large gap that was also apparent last year.

C@i By country, Romania came first, forecasting an 856t followed by Hungary (83%) andPoland(80.6%).

Copyright © 2016 JETRO. All rights reserved. 8




1. Operating Profit Forecas(S)

Fig.6,0perating Profit Forecasts by Industriésrecasting darge
percentage Increase or Decrease 2016 compared t@2015
(multiple answers)

Fig.5,0perating Profit Forecast$erformance by Industry,
2016compared t02015.

(Units:%)  |ncrease(n=388) Units Cos% Decrease (n=203) Units Cos,%
Responses % Responses %
All Sectors(n=995) 1 |Food/agricultural/fishery 16| 69.6| |1|Hotel/travel/restaurant 100 476
processed
Manufacuturing(n=464) 2 Mlnll’.]g : 4, 66.7] |2 C.Iothlng.and textile products 3i 429
3 [Medical Devices 5/ 62.5| | 2 |Distribution 3i 429
Motor vehicle and motorcyclg .
Non-Manufacuturing(n=531) 4 parts and accessories 4 16{ 57.1 |4 |Transport/warehousing 25 38.5
5 |Ceramic/stone/ clay 4; 50.0[ [5]Precision equipment 8i 38.1
All Sectors(n=891) 5 |Rubber Products 7{ 50.0

Manufacuturing(n=403) Fig.7, Top 5 Reasons for &mcreaseor Decreasdn OperatingProfit

Non-Manufacuturing(n=482) Forecast, 2016 compared to 201@nultiple answery

All Sectors(n=104) Increase (n=384) Units Cos,% Decrease (n=203) Units Cos,%
Responses % Responses %
Manufacuturing(n=55) 1 |Sales increase in local market 245;  63.8] | 1 [Sales decrease in local markets 96, 47.3
& 2 ST 25 |r_1¢rease el 1 et 117{ 30.5| | 2 |Exchange rate fluctuation 81, 39.9
expansion
Non-Manufacuturing(n=49) 3 [Reduction of labor costs 68 17.7| | 3 |Increase of labor costs 40, 197
Reduction of other Production costs insufficiently
0% 20% 40% 60% 80% 100% | 3 [expenditures (e.g. 68i 17.7| | 4 [transferred into selling price o 35 17.2
administrative/utility costs) goods
‘ O Increase I No Change & Decrease 5 Improvement of production 6al 167 |s Sales decrease due to export 34 167
efficiency slowdown

N | adoinz wajse] go [EUAD | |edan;| ma;saw\‘ | adoing ‘

i 2 KSy a1SR K2g OGKSANI 2LISNI GAy3a LINBFALG OKIFIYy3aASR AY HNnutydBaSNERB&bA2/ Kh
FyasgSNBR a5SONBIaSeéd 9aLISOALEte /SYyGNIf 9 91 adSNYy 9da®tlISIyYy al ydzFl Oh dzN
i ByLYRdAzAGNE S 2@SNI cx: 2F NBACZYRSKYINR O déta s EMRIRE ¥ AV A YNINBRNEOSF2A By A¢ RS0A 09

ThereasoF 2 NJ 6 KS E¢FORELF 88K Dozt d dzNI f k F A a & SomibentsNBh@$héréadeyndrodudiendailure andupitcdzS
increasé and increasein demand for Japanese fogadoducts.Also Central & Easteifuropean Manufacturing Industry shows tllaeir automotive industry seems
G2 0SS NIER@rigebmakhhay/etectroniequipment,d Y2 1 2 NJ @S KA Of S hatl fiethighestiiczebide @spahsedata.
= When asked about the reason for an increase in 28érating profitF 2 NBE Ol a2 GKS KAIKSad NBaLRy domeraspoddentsa | f S|
\ highlighted that a reasofor adecrease in hotel/travel/restaurant profit forecast seemed to be duétd S NINEnNR VAAY=Z Ndndiréf®)g€ONR 3 A & ¢ @
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1. Operating Profit Forecas(d)

Fig.8, Operating Profit Forecasts, Performance by Industry, Fig.9, Operating Profit Forecasts by Industries forecasting a large
2017 compared to 2016 percentage Increaseor Decrease 2017 compared to 2016
(multiple answers)
(Unit: %)
] ‘ ‘ ' ' Increase (n=427) Units cos.% Decrease (n=119) Units cos.,%
All Sectors(n=993) Responses % Responses %
5”1 1 |Medical Devices 6 75.0/ | 1 |Mining 2i 33.3
g Manufacuturing(n=464) General machinery (including
@ 2 |Plastic products 8; 72.7| [ 2 |metal molds and machine 100 27.0
tools)
LI Non-Manufacuturing(n=529) 3 Foods/ggrlcultural/flshery 15 652 | 3 linsurance 6 261
processing
_ 4 |Ceramic/stone/ clay 5{ 62.5 | 4 |Securities 2i 250
All Sectors(n=889) Fabricated metal products Motor vehicle and motorcycle
5, - 8; 615 (5 . 12f 21.1
(including plated products) parts and accessories

Manufacuturing(n=409)

Fig.10, Top 5 Reasons for lrcreaseor DecreaseéDperating Profit
Forecast, 201 tompared to 201§multiple answers)

Non-Manufacuturing(n=480)

Reasons for forecasting an Increase (n=425)Reasons for forecasting a Decrease (n=11¢

All Sectors(n=104)

| adoun3 weyse] @ [ejua) | | adoan] wie)sap |

Units cos.,% Units cos.,%
Responses % Responses %
Manufacuturing(n=55) 1|Sales increase in local markets 296/ 69.6| | 1|Sales decrease in local markets 58: 48.7
2 S lr.lcrease €U 10 P 144; 33.9| | 2 |Exchange rate fluctuations 55 46.2
. expansion
Non-Manufacuturing(n=49) Improvement of production
3 88/ 20.7| | 3|Increase of procurement costs 25; 21.0
efficiency
0% 20%  40% 60% 80%  100% 4 {Improvement of sales efficiency ~ 74{ 17.4| | 3|Increase of labor costs 25 21.0
Reduction of other Production costs insufficiently
Olncrease 01No Change O Decrease 5 |expenditures (e.g. 70, 16.5| | 5 [transferred into selling price of 231 193
administrative/utility costs) goods
r-» When askedheir forecast for 2017 operatingrofits comparedto the previousyear, almost half of theespondents(45.00) F Yy 8 6§ SNBR ab2 /[ K
'yasSNBR GLYONBI aS¢ | YR MH DE:? yasSNBR 45SONBLI as
When viewedby industry type, KS f I NAS&(d ydzYoSNJ 27 NB & L2y RSyeraifordieB RADS &t S G EBR OB BYS 611 ¥
t NP RdzOGaé¢ O0THOT: 00O
The majority of respondents forecasted increase in 2017 operating profits duedo{ I £ Sa Ay ONBI &@.6%)y € 20Ff YIN] SGao
" However 46.2% of respondents forecastedegreasénH n Mm1T 2 LISNF GAy 3 LINRPFTA G & Rdz§ (2 &G9EOKIy3IS NI
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1. Operating Profit Forecas(s)

Fig.11,0Operating ProfitForecasts by Country, 2016 compared to Fig.12, Operatindprofit Forecasts byCountry, 2017 compared to
2015 2016

(Units: %)

' ' | . (Units: %) .
L Slovakia(n=7) RETT — — e
Poland(n=31)
Spain(n=39)
Ireland(n=23)
ltaly(n=31)
Portugal(n=17) [
Sweden(n=18) 1
The Netherlands(n=70) =
Germany(n=213)
Switzerland(n=13)
Finland({n=19)
Hungary(n=24)

Romania(n=14)
Portugal(n=17)
Poland(n=31)
Italy(n=31)
Sweden(n=18)
Hungary(n=24)
Spain(n=39)
Ireland(n=23)
Switzerland(n=14)
Czech Republic(n=26)
Finland(n=18)
Belgium(n=49)
Germany(n=213)

The Netherlands(n=70)
United Kingdom(n=287)
Austria(n=12)
France(n=89)
Slovakia(n=7)
Greece(n=7)

France(n=89) [

Czech Republic(n=26)
Belgium(n=49)
Austria(n=12)

United Kingdom(n=285)
Greece(n=7)

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

MHlIncrease [ Remain thesame [1Decrease | Dincrease T Remain the same O Decrease|

ﬂ When asked how operating profit forecasts would change for 2016 compared to the previous year by country, Romania tbpfied%itanswering \
GLYONBIaS¢s F2{t26SR 08 t2NIdAltz t2fFyRZ Liltftes {6SRSYy IyR | dzy 3l NE

@ When asked how their operating profit forecasts would change@ir7 compared to the previougear bycountry, Slovakia lead with 85.7 % answering
Gncreasé = F2ff2¢6SR o0& w2YFyAlX t2fFyRE {LIAYS LNBflIYyRY LGFf&zZ t2NILdAl ]

s ¢KS Yz2ad O02YY2y NBFazy 3IAGSY FT2NI Iy AYONBIaS Ay Hnwmraryshighat 88 9PofinSweddny O R
83.3% in Slovakia.

@ There were 4 countries that showed a large proportion of change within those who answered an increase in profit fereesst 2016 to 2017. Slovakia
topped with an increase of 57.1 percentage points (pp), followed by the Netherlands at 15.7pp, Spain 15.4 pp and3l6gband 1

@ When asked how their operating profit forecasts would change@€ir7 comparedo the previousyear, by country, the UK was the second lowest with

k 31.6% predicting an increase, followed by Greece ranking bottom at 14.3%. J
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1. Operating Profit Forecas(s)

Fig.13, Dlof OperatingProfit Forecasts by Country, 2016 Fig. 14 DI of OperatingProfit Forecasts by Country, 2017
compared to 2015 compared to 2016

(Units: pp) (Units: pp)

Total(n=995)
Romania(n=14)
Sweden(n=18)
Portugal(n=17)
Poland(n=31)
Hungary(n=24)
Italy(n=31)
Spain(n=39)
Belgium(n=49)
Finland(n=18)
Ireland(n=23)
Germany(n=213)
Austria(n=12)
Switzerland(n=14)
United Kingdom(n=287)
France(n=89)

Czech Republic(n=26)
The Netherlands(n=70)
Slovakia(n=7)

Greece(n=7)

Total(n=993)
Slovakia(n=7)
Romania(n=14)
Poland(n=31)
Sweden(n=18)
Portugal(n=17)
Italy(n=31)

Spain{n=39)
Ireland(n=23)

The Netherlands(n=70)
Switzerland(n=13)
Germany(n=213)
Finland(n=19)
Hungary(n=24)
Austria(n=12)
France{n=89)

Czech Republic(n=26)
Belgium(n=49)

United Kingdom(n=285)

Greece(n=7)

@ DI of Operating Profits forecasts for 2017 was 31.0 percentage points (pp}¥@pincrease from 2016. Slovakia toppad 85.7pp, the
UK wasl8.3 ppsecond lowest after Greece.

DE Diffusion Indexsa method of summarizing the common tendency of a group of statistrads which is helpful in assessing the overall state of the
economy.
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1. Operating Profit Forecas(%)

Fig.15,0Operating Profit Forecastsver thelast 5 yearsfor Europe and the UK

(Units: %)
70
58.7
60 55.1
49.4 51.3
* 51.
50 ,3':&_ i No Change (UK)
40 —+—No Change (Europe)
30 34.8 36.5 e —+—Increase (Europe)
31.6
--@- Increase (UK)
20
16.9 Decrease (UK)
13.3
10 g R0
m 7.8 8.1 —+—Decrease (Europe)
4.8 4.3
0 T T :
2012/13 2013/14 2014/15 2015/16 2016/17
Europe n=824 Europe n=973 Europe n=956 Europe n=942 Europe
UK UK UK UK n=993
n=233 n=271 n=271 n=273 UK

n=285

1 Qverthe past 5 years, comparing the trendsopferatingprofit forecastound by this annual survey, it can be seen thapaneseaffiliated companies in
the UK and Japanes#filiated companies in Europe have shown similar trertisveverfor the 2017 forecast, Japanesdfiliated companies in the UK
could see the effects from thdkQ & re®etendum result.

#  Theno. of respondents answerindgncrease hasdrasticallyfallenby 9.1 percentage points compared to the previgear.

@ The no. of respondents selectindlo change also rose by 3.8 percentage points.

Copyright © 2016 JETRO. All rights reserved. 13



2. Operational Challenges (1)

Fig.’6, Operational Challenges Europe

All Sectors (n=957) Units Cos,% Manufacturing (n=453) Units Cos,% Non-Manufacturing (n=504) Units Cos, %
Responses  0p Response: % Responses 9
1 |European political and social conditions 458 47.9( | 1 |Exchange rate fluctuations 233| 51.4| |1 |European political and social conditions  253| 50.2
2 |Exchange rate fluctuations 457 47.8| | 2 [Securing human resources 226| 49.9]| | 2 [Securing human resources 231| 45.8
2 |Securing human resources 457| 47.8| | 3 |European political and social conditions  205| 45.3( | 3 [Exchange rate fluctuations 224 44.4
4 |High labour costs 394| 41.2] | 4 |High labour costs 198| 43.7| | 4 |High labour costs 196 38.9
5 | Transfer pricing taxation 355| 37.1| | 5|Lower prices offered by competitors 194( 42.8| | 5|Public safety eg, terrorism 190| 37.7
6 |Public safety eg, terrorism 327| 34.2] | 6 |Transfer pricing taxation 186| 41.1| | 6 |Transfer pricing taxation 169| 33.5
7 |Lower prices offered by competitors 319| 33.3| | 7 |Entry of new competitors 149( 32.9]| | 7 |Entry of new competitors 161| 31.9
8 |Entry of new competitors 310| 32.4| | 8 |[Economic slowdown, market contraction 139( 30.7( | 8 [Economic slowdown, market contraction 160( 31.7
9 |Economic slowdown, market contraction 299| 31.2| | 9 [Public safety eg, terrorism 137( 30.2| |9 |Strict dismissal laws 146| 29.0
10|Strict dismissal laws 270| 28.2| |10|Strict dismissal laws 124 27.4| |10|Visa/work permits 143| 28.4

( Overalld 9 dzNR LISty LRt AGAOLFf | yR & 2 OgelationaeRajfeRyatit A BoyintréasivglbgR.9 pdf NE R If é%K
4t place This could indicate increasing political uncertainty such as rising populism and EU scepticism as well as growing anr¢bes ab
impact onconsumption andiecreasing tourism, caused by terrorism and migration crisis. Inadhananufacturing categorif was even higher
at 50.26 (+13.1pp).
49 EOK I yidkBationk ( 82 & § placst®2vid place, increasing by 13.5 pp to 47.8PheUKswithdrawal from the EU seems tave
hada big influence. Especially in the manufacturlng industry, who responded that it was the blggest challenge at 51.4%)(+12.2 p
G{ SOdzNAyYy 3 | dzYly wS a%dizjwr.bSamne as @&t yearX4p@wspp).i 2 0 S
Gt dzo f Adyr Al FNENE NBhplEce at RENW. 1 SR
[ Fad YaSAHyNIDK | £ £ SIyA3K K IR0 B &Ny O fhasilecreased K20 ppSodS plalceat i A 256.

i Many respondents highlighted that "the uncertainty associated with the UK withdrawing from the EU" affected many fiekstisaehpolicy,
K investment policy, tax systemgbourissues and regulation
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2. Operational Challenges (2)

Fig.17,Operational Challengem Western Europe

All Sectors (n=854) Units Cos, %  Manufacturing (n=398) Units Cos,%  Non-Manufacturing (n=456) Units Cos, %
Responses % Responses % Responses %
1 |European political and social conditions 418 48.9 1|Exchange rate fluctuations 211} 530 1|European political and social conditions 239, 524
2 |Exchange rate fluctuations 415, 48.6 2[High labour costs 193] 485 2|Securing human resources 206; 45.2
3 |Securing human resources 3890 456 3[Securing human resources 183] 46.0 3|Exchange rate fluctuations 204; 447
4 |High labour costs 381 446 4|European political and social conditions 179 45.0 4|High labour costs 188; 41.2
5 |Transfer pricing taxation 317 37.1 5[Lower prices offered by competitors 171 43.0 5[Public safety eg, terrorism 182; 39.9
6 |Public safety eg, terrorism 305; 357 6|Transfer pricing taxation 160; 40.2 6|Transfer pricing taxation 157, 344
7 |Lower prices offered by competitors 276; 323 7|Entry of new competitors 130 32.7 7|Economic slowdown, market contracticn 148; 325
8 |Economic slowdown, market contracticn ~ 275; 32.2 8[Economic slowdown, market contracticn 127 319 8|Entry of new competitors 142; 31.1
9 |Entry of new competitors 272 319 9(Public safety eg,terrorism 1237 30.9 9|Strict dismissal laws 140; 30.7
10 |[Strict dismissal laws 254,  29.7 10(Strict dismissal laws 114 28.6 10(Visa/work permits 129; 28.3
11 |Visa/work permits 209 245 11|Procurement costs 99 249 11|Quality of workforce 112{ 246
12 |Quality of workforce 203; 2338 12|Quality of workforce 91, 229 12|Lower prices offered by competitors 105; 23.0
13 |Expensive social security burdens 173; 203 13|REACH 89, 224 13|Expensive social security burdens 86/ 18.9
14 |Procurement costs 1537 179 14|Expensive social security burdens 87, 219 14 :e(jlﬁrlt LSHE A ] 69 15.1
15 |REACH 148 17.3| | 15[High labour cost growth rate 81 204| | 15 qclj’;l‘ige“wrs' improvement of product 66| 145
16 |High labour cost growth rate 144; 16.9 16|Visa/work permits 80{ 201 16|High labour cost growth rate 63, 13.8
17 gj;‘;gemws' improvement of product . 135 159 | 17|Deliveries 70, 17.6| | 17|Collection of receivables 59 12.9
18 ::er\elzigil:;r;t investment legislation 119 13.9 17 qcl?:lzgetitors‘ improvement of product 70 17.6 17|rREACH 50, 12.9
19 [Deliveries 110; 129 19(Quality 56; 14.1 17|Personal Data Protection Act 59! 129
20 [Customs clearance issues 107; 125 20(Customs clearance issues 55{ 13.8 20 Z:;(/:s:jg celf tfgn\;g;éﬁfcl;nds are complex 58 12.7

(.

In Western Europg® dzNR2 LISy L2t AGA OF f %, ¥1R6ppiz2QALIS R G2 yaRiA (@AS2IyNEKEA  oYn2yadii LJ2 LJdzf | NJ
(44.6%;:4.0pp).

In manufacturinge2 Y LI NB R (i Exchahge tatd & $i20NIaksiinkreaged by 13.1pp becoming the biggest iss68.80606 K SNB I & & | A
flo2dz2NJ O2aiGaé¢ RSONBIFaSR o6& od1 LI G2 nysep%h.> a{ SOdzZNAYy 3T KdzYly NBAPR «
Innony Iy dz¥ | O% dzZNR yISIZy 6 LJ2 £ A G A Ol Hecameh&chiéf Bddnerdasing Byb BppliA 2y @ nz = a{ SOdZNR Y
RSONBIASR 6@ ody LI G2 n p HugdlyiBcreasedb@Icl7ppHI4ME: S Ff dzOldz G A2y aé

L
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2. Operational Challenges (3)

Fig.18,Operational Challengem Central& EasternEurope

All Sectors n=103 Units Cos,%  Manufacturing (n=55) Units Cos, %  Non-Manufacturing (n=48) Units Cos, %
Responses % Responses % Responses %
1 |Securing human resources 68 66.0| | 1 |Securing human resources 43; 78.2] | 1 [Securing human resources 25 52.1]
2 |Lower prices offered by competitors 43 41.7[ | 2 |High labour cost growth rate 28 50.9| |2 |Exchange rate fluctuations 20: 417
3 |Exchange rate fluctuations 42 40.8 | 3 |European political and social conditions 26; 47.3| | 2 |Lower prices offered by competitors 20 417
4 |High labour cost growth rate 41 39.8| | 3 [Transfer pricing taxation 26! 47.3| | 4 |Entry of new competitors 19: 39.6
5 |European political and social conditions 40 38.8| |5 [Visa/work permits 23; 418 |5 |Visa/work permits 14; 29.2
6 |Transfer pricing taxation 38 36.9| | 5 [Quality of workforce 23] 41.8 |5 |Highways 14; 29.2
6 |Entry of new competitors 38 36.9| |5 [Lower prices offered by competitors 23] 41.8] |5 |European political and social conditions 14; 29.2
8 |Visa/work permits 37 35.9| | 8 |Exchange rate fluctuations 22 40.0| |8 |High labour cost growth rate 13.  27.]
9 |Quality of workforce 33 32.0] |9 [Entry of new competitors 19; 34.5 |9 |Transfer pricing taxation 12; 25.0
10|Economic slowdown, market contraction 24 233 (10 :’:Srré:ge ofidomestic procurement 15{ 27.3] | 9 |Economic slowdown, market contraction 12 25.0
11|Shortage of domestic procurement 23 223 |11|REACH 14] 255 |11]collection of receivables 11 229
sources
12[Highways 22 21.4( |11|Public safety eg,terrorism 14 25.5 [12|Quality of workforce 10: 20.8
12|Public safety eg, terrorism 22, 214 [13|Procurement costs 12; 21.8 |13 'r:er\(jiz::;r: investment legislation 9; 18.8
14(General road conditions 19 18.4] [13|Economic slowdown, market contraction 12{ 21.8] (14|High labour costs 8! 16.7|
Fi ti t t legislati .
15 re.qyen investment legisiation 18 17.5| [13|Increase of energy cost 12{ 21.8| [14|Quality 8 16.7|
revisions
15|Procurement costs 18 17.5| |16|General road conditions 11; 20.0| |14 SS:Srré:ge B CRTSSHE (DTN EE: 8 16.7|
P d for VAT refund
17|Quality 17| 165| |17| rocedurestor VAT relunds are comp 10; 182 |14|General road conditions 8 167
and/or lack transparency
17|REACH 17 16.5| [17|Strict dismissal laws 10i 18.2] |14|Public safety eg, terrorism 8. 16.7
19 Procedures for VAT refunds are compl 16 155 [17 Compeutors improvement of product 100 182 |19|Deliveries 7 148
and/or lack transparency quality
S . P d for VAT refund |
19|(Strict dismissal laws 16! 15.5 |20[Customs clearance issues 9; 16.4 |20 rocedures for retunas are comp 6; 125
and/or lack transparency
20|Frequent investment legisiation 9 16.4| |20]|Strict dismissal laws 6| 125
revisions
20|Quality 9: 16.4] |20|Procurement costs 6: 12.5

( I 2YGAYdzZA y3 T NE YK d2¥layl NSsaaaNdand)iSSHOsiudlday tBe main challengeboth Central & Eastern European
manufacturing (78.2%) and nenanufacturing (52.%).Thisperhaps indicates the amounf talent that is flowing towards the Uks well aother
countries.

s In manufacturingsincelast yeard | A3 K0 2 dzZNJ O2 &4 (I 3 M@rease®bROlOpp,rBaching 2405 @S | i pnddiz & CdzNI
L2t AGAOFE yR a20AFt O2yRAGA BN YINKDNY Ay G NGES. dpppentfaicd ainhe dhméate) (2 n T|d.
G{K2NII3S 2F R2YSaidA0 LN ExeShoEeyeifelldye 1Bl © Apdacedat 24.3% shaviing iripSolelink

s InnonYl ydzF I OG dzNRA y 3Tt de® EdIKE VZBRENDL i yW§ANB IMPSR | YR [265NJ LINROS&a 2FFS

u

a
41.7%, reaching®and 3¢ place. Comparedto lastyear+ k a2 NJ LISNX¥XA (a¢ aSSvya 2 KI @S aA d™placertd

\ 5 at 29.2%
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2. Operational Challenges (4)

Fig.19, Operational Challenges UK
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5% place at 39.5%This could show that the concern about the economic impact of the UK 's withdrawal from the EU has strengthened.
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2012 n=218) (%) 2013 (n=267) (%) 2014 (n=255) (%) 2015 (n=259) (%) 2016 (n=271) (%)
1 |Visa/work permits 35.8| 1 [Securing human resources 43.4| 1 |Securing human resources 42.7( 1 |High labour costs 44 8| 1 |Exchange rate fluctuations 59.8
2 |Securing human resources 35.3| 2 |Exchange rate fluctuations 40.4| 2 |High labour costs 39.6| 2 |Securing human resources 43.6( 2 E;r:gﬁi;r;po“mal e ol 55.0
3 |Exchange rate fluctuations 349| 3 S;:stnrca)z:gnslowdown,market 37.1| 3 |Visa/work permits 34.5( 3 [Exchange rate fluctuations 41.7| 3 [Securing human resources 47.2
4 E;r:zsi)izpomcal guctces 29.8| 4 |Visa/work permits 36.3| 4 |Transfer pricing taxation 31.4| 4 |Visa/work permits 38.2| 4 [High labour costs 46.1
5 [Transfer pricing taxation 29.4| 5 |Transfer pricing taxation 33.7| 4 |Exchange rate fluctuations 314 5 Eum_p_ean political and social 351 5 Economic slowdown, market 395
conditions contraction
6 [Quality of workforce 28.9| 6 |High labour costs 33.0| 6 Sg;)tnrzz;gnslowdown,market 29.8| 6 [Transfer pricing taxation 30.9| 6 |Security eg, terrorism 3238
7 |Strict dismissal laws 28.4| 7 |Entry of new competitors 29.6| 7 |Quality of workforce 275 7 I(;grvr\:sggtr(l)is offered by 26.6| 7 |Transfer pricing taxation 321
3 | RS EhEEE )| @ || TS TS EREE 55| o || ETE TSGR 259| 8 |Strict dismissal laws 25.1| 8 |Visa/work permits 31.0
competitors competitors competitors
9 [High labour costs 27.5| 8 [Strict dismissal laws 2251 9 E(;Jr:zip:i)ir;polltlcal and social 23.5| 9 |Quality of workforce 23.2| 9 |Quality of workforce 27.7
10 |Entry of new competitors 22.0( 8 [Quality of workforce 22.5( 10 [Strict dismissal laws 20.8( 9 Eg;)g;)z:gnslowdown,market 23.2| 9 |Entry of new competitors 27.7
11 Procedures for VAT refunds are 15.1)11 Europgan political and social 20.2| 10 [Entry of new competitors 20.8| 11 |Entry of new competitors 22811 Lower pnces offered by 27.3
complex and/or lack transparency conditions competitors
11 |High labour cost growth rate 15.1| 12 [Procurement costs 19.1| 12 [High labour cost growth rate 19.6| 12 [High labour cost growth rate 20.5| 12 |High labour cost growth rate 19.9
13 Competltors_ improvement of 13.8| 13 |Deliveries 16.9| 13 Fre.q_uent investment legislation 16.5| 12 [Procurement costs 20.5( 13 Strict dismissal laws 18.8
product quality revisions
14 |Procurement costs 13.3| 14 [High labour cost growth rate 16.1| 14 [Expensive social security burdensl5.7 | 14 [Expensive social security burdens 6.6 | 14 |Procurement costs 18.1
Impacts to business from the Impacts to businss from the Frequent investment legislation
15 |REACH 12.8| 14 |REACH 16.1| 14 [issues surrounding the situation{ 15.7| 15 [discussion on withdrawing from { 15.8 15 revisions 16.6
in Ukraine the EU or the Eurozone
16 |Expensive social security burdend1.9| 16 |[Expensive social security burdensl4.6| 16 IPIEESHES (felr WA EHIAES 1 13.7] 16 Frelqpent [EESnentico S ation 15.1| 16 Compemors. TN 14.8
complex and/or lack transparency revisions product quality
16 |Collection of receivables 119] 16 Fre.q!Jent investment legislation 14.6| 16 [Procurement costs 13.7] 17 Competltors_ improvement of 14.7] 17 [Customs clearance issues 137
revisions product quality
18 |Deliveries 11.0| 18 [Change in tax rate 13.1| 18 |Deliveries 13.3| 18 |Deliveries 12.7| 18 [Quality 13.3
19 [Freguent investment legislation;  ; | ;o |Competitors' improvement of |4y g 1 \peach 13.3| 18 |REACH 12.7| 19 |Deliveries 129
revisions product quality
20 [Change in tax rate 9.6| 20 IPRESSHNRES (197 VAT (LS e 11.2| 20 [Customs clearance issues 12.2| 20 [Customs clearance issues 10.8| 20 [Personal Data Protection Act 125
complex and/or lack transparency
20 [Quality 9.6 *A9 02y 2YAO0 NBOSaaAzy OKRANGAXKNANYE AlYRAR

NB & LJ2 y dopean If N

fop tdR
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2. Operational Challenges (5)

Fig.201, Operational Challengem Leading European Countries

UK (n=271) (%) Germany (n=207) (%) France (n=86) (%) Spain (n=39) (%) Italy(n=28) (%)

1 [Exchange rate fluctuations 59.8| 1 |Securing human resources 58.5| 1 [Strict dismissal laws 60.5| 1 [Exchange rate fluctuations 64.1| 1 |Strict dismissal laws 50.0
2 Europgan political and social 7211|| 2 |[Bsien s i s 48.8| 2 |High labour costs 535 2 Europgan political and social sasl 1 Europgan political and social 50.0

conditions conditions conditions

. E litical ial - . . E ic slowd ket
3 [Securing human resources 47.2| 3 urop_ean political and social 46.9| 3 [Transfer pricing taxation 44.2| 3 |Entry of new competitors 46.2| 3 conomic siowdown, marke 46.4
conditions contraction
E I ki

4 [High labour costs 46.1| 3 [High labour costs 46.9( 3 |Expensive social security burdens 44.2| 4 Cgs[’:s;}‘gns owdown, market 41.0| 3 [Public safety eg,terrorism 46.4

Economic slowdown, market . . . . Lower prices offered by )
5 39.5| 3 |Transfer pricing taxation 46.9| 5 |Public safety eg,terrorism 419 4 . 41.0{ 5 |[Exchange rate fluctuations 39.3

contraction competitors
6 |Public safety eg,terrorism 32.8| 6 |Public safety eg,terrorism 39.6| 6 [Exchange rate fluctuations 40.7| 6 |Transfer pricing taxation 30.8( 6 [Transfer pricing taxation 35.7

- . Lower prices offered by European political and social . .
7 |Transfer pricing taxation 321 7 ) 38.2| 6 " 40.7| 6 [Securing human resources 30.8| 6 [High labour costs 35.7
competitors conditions
8 |Visa/work permits 31.0{ 8 |Entry of new competitors 35.3| 8 Lower pnces offered by 33.7| 6 Competltors. improvement of 30.8| 6 |Entry of new competitors 35.7
competitors product quality
9 [Quality of workforce 27.7| 9 |Strict dismissal laws 34.3| 9 |Visa/work permits 32.6| 9 |Strict dismissal laws 25.6| 6 I;gvm\’i;g:;is offered by 35.7
9 |Entry of new competitors 27.7| 10|REACH 26.1| 10(Securing human resources 31.4( 9 [Public safety eg,terrorism 25.6( 10 |Visa/work permits 32.1
11 tgxz;zgis offered by 27.3| 11|Quality of workforce 24.2]| 10|Union activities/strikes 31.4| 11 |Visa/work permits 23.1| 10|Expensive social security burdens 32.1
12|High labour cost growth rate 19.9| 12|High labour cost growth rate 23.2| 12|Quality of workforce 30.2| 11|REACH 23.1|12 s N A ARG IC L 28.6
complex and/or lack transparenc!
13|Strict dismissal laws 18.8| 13 CEgs;:;Jcrr;igcnslowdown. market 21.7| 12|Entry of new competitors 30.2| 13[High labour costs 20.5| 12|Securing human resources 28.6
. . . E icsl , ket . . .

14|Procurement costs 18.1| 14 |Expensive social security burdens 19.8| 14 cgs{:s:;isns owdown, marke 29.1| 13|Quality of workforce 20.5| 14|Collection of receivables 25.0
15 Z\(jit;?:nnstlnvestmentIeglslatmn 16.6| 15|Procurement costs 19.3| 15|REACH 23.3| 13|Collection of receivables 20.5| 14|Deliveries 25.0

Comparedo last year, across leading European Countiies E O K | y¥3 $1zONildgk@érallgroseiby more than 10ppn particular it was noted thg
Spain and Polansignificantly increased 88.1pp and 20.2pp. However Ireland, Czech Republitamgary decreased.

Gre YR Krénge? Spair Ireland and Hungary response increased by more thaStfi&igly,
adzZa3sai

Looking G

G 9 dphliicalsnbda/ 2 OA I f

Irelands response rodey an amazing n ® ¢ LILID
relationshipcouldbe influencingheir concern
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YAIKIG
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« In France, ltaly, the Netherlands and Belgium, the proportion that respondé@dtalzo f Aed>r adt FNENBNIhgh SiOde 41 a
* a902y2YAO NBOS&a&aA2Yy YR AKNAY1AY3I YI N Sia ¢, untihisgedr Qlere K bebame siiking arffongst
f SFRAY3I 9dzNRLISIY O2dzy i NASaod Ly FFOG GKS 'YQa NBaLkRyaS NI &S AyoO
INCN} yOS= LGt &StrmtdisniissaNbS 63 4 SRSHNERI GK8 06A33Sad LINRBofSY
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2. Operational Challenges (6)

Fig.202, Operational Challenges in Leading European Countries

The Netherlands (n=6§3) (%) Belgium (n=49) (%) Ireland (n=22) (%) Poland (n=31) (%) Czech Republic (n=25) (%) Hungary (n=24) (%)
1 Eurgpean pqhucal and 55.1| 1 |High labour costs 53| 1 Eurgpean pqlltlcal and sas| 1 Lower prlces offered by 613l 1 Securing human 720l 1 Securing human 875
social conditions social conditions competitors resources resources
1 Publl(-:safety €0 55.1| 2 Securing human 51.0| 2 |Entry of new competitors  40.9| 2 Securing human 58.1| 2 [Transfer pricing taxation| 56.0| 2 High labour cost growth 62.5
terrorism resources resources rate
3 Securing human 507] 3 Publl(_:safety eg, 69| 3 Exchan.ge rate 36.4| 2 |Entry of new competitors  58.1| 3 Eurppean pqlltlcal and 500! 3 Eurppean pql|tlcal and 50.0
resources terrorism fluctuations social conditions social conditions
. . Exchange rate ) Exchange rate High labour cost growth .
4 |Transfer pricing taxation; 47.8( 4 : 42.9| 3 [High labour costs 36.4| 4 ) 45.2( 3 52.0( 3 [Quality of workforce 50.0
fluctuations fluctuations rate
5 [Strict dismissal laws 42.0| 5 Eur.c’pean pqhncal and 38.8| 3 |Transfer pricing taxation{ 36.4| 5 Eurppean pqlltlcal and 41.9| 3 |Visa/work permits 52.0| 5 Exchan.ge rate 41.7
social conditions social conditions fluctuations
6 Exchange fate 40.6| 6 Lowerprmes offered by 30.6| 6 |Visa/work permits 31.8| 5 |Visa/work permits 41.9( 6 Exchan.ge rate 44.0| 5 [Transfer pricing taxation| 41.7
fluctuations competitors fluctuations
7 |High labour costs 36.2| 7 Economic s\ovvdovvn, 286 6 Securing human arsl 7 High labour cost growth 290! 6 Lowerpnces offered by aa0| 7 Economic sIovvtjovvn. 375
market contraction resources rate competitors market contraction
7 Lowerpnces offered by 36.2| 7 |Transfer pricing taxation| 28.6| 8 Economic Slowqown' 27.3| 8 |Transfer pricing taxation| 25.8( 8 |Quality of workforce 32.0| 7 |Entry of new competitors 37.5
competitors market contraction
g |FConomic slowdown, 31.9| 7 |Visawork permits 28.6| g |Highlabour costgrowth | 7 | o Public safety eg, 25.8| g |Shortage of domestic 32.0| 9 |Visawork permits 29.2
market contraction rate terrorism procurement sources
10|Entry of new competitors  26.1| 10 |Entry of new competitors  26.5( 10|Change in tax rate 22.7|10 F:ompentors 22.6/10 Economlcsquown' 28.0 Shortage of domestic 29.2
improvement of product market contraction procurement sources
11|Quality of workforce 24.6| 12| FXPeNSive social securitl - 115l syric dismissal laws 22.7| 12 |Feonomic slowdown, 19.4| 10|REACH 28.0| 11|Quality 20.8
burdens market contraction
1p|Competitors 21.7| 12|Fersonal Data Protection] -, 1, |Lower prices offered by | -, 71 1, |qyiics gismissal laws 19.4| 12|Quality 24.0| 11|Procurement costs 20.8
improvement of product Act competitors
13 Expensive social securi 20.3| 13|Procurement costs 18.4| 13 Fre‘queptlnverst‘ment 18.2| 11|Collection of receivables  19.4( 12|Procurement costs 24.0| 11(Increase of energy cost 20.8
burdens legislation revisions
13|Procurement costs 20.3| 13|REACH 18,4 13| Pfficulty in obtaining 18.2| 11|Deliveries 19.4| 12|Highways 24.0| 11 [P ublic safety eg, 20.8
credit terrorism
15|Visa/work permits 18.8| 15 High labour cost growth 14.3| 13|Procurement costs 18.2|11 Shortage of domestic 19.4] 12 PUb“? safety eg, 24.0| 15|Customs clearance issue¢s 16.7
rate procurement sources terrorism
15|Collection of receivables  18.8| 15|Strict dismissal laws 14.3|13 Housmg bubple/sharp 18.2| 11|Highways 19.4 15 Fre.quelntmve.st.ment 16.7
rise in land prices legislation revisions
15|REACH 18.8| 15|Quiality of workforce 14.3 11 [High labour costs 19.4 15(Change in tax rate 16.7
Competitors' Procedures for VAT
15|improvement of product |  14.3 15|refunds are complex 16.7
quality and/or lack transparency
r \ 15|High labour costs 16.7
*DSNXFy&x /1SOK wSLHzotAO FyR |dzy3FNE OAGSR & {F OdpMIeysm ookl 4y
. . - urdens
0,
Netherlands, Belgium and Polantiose response ratio was more th&0%.ForJapaneseffiliated 1= Stict dismaamii o7
companies, it is expected thas it becomesnore and more difficult to secure the necessary human 15 |Deliveries 167
resourcesthere will be a greater focus on nurturinglent, such as recruiting for IndustdyO andioT 15 |Lower prices offered by | -
projects. competitors )
A\ Yy 15|REACH 16.7
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2. Operational Challenges (7)

Fig.21, Nationalities of NewCompetitors

(Units:%) Top 3 Industries choosing "Chinese companies” (n=177) Units cos
Responses
Chinese 1 |Sales company 46
companies 2 EIecFric machinery/electric hardware 17
(n=177) 3 | Trading company 14
Top 3 Industries choosing "European companies” (n=138 Units cos
Responses
European
. 1 |Sales company 21
companies -
2 | Transport/warehousing 19
(n=138) _
3 | Trading company 15
BEurope Top 3 Industries choosing "S.Korean companies” (n=65) Units cos
S.Korean 21.0 .
: E2 Western Europe esponses
companies 213 1 [Sales company 19
(n=65) 18.4 @ Central&Eastern Europe 2 |Electric machinery/electric hardware 6
2 | Trading company 6
0% 20% 40% 60% 80% 100%

Central & EasterEuropearNon-Manufacturingcompaniescitedt 9 Yy i NB 2 F ySg O2YLISGAG2NRARE & 'y 2LISNI AR
Eastern European nemanufacturing sector, see Fig. 16&18). When asked the specific nationalities of these new competitims ahewver given was

G/ KAGBSESI VESps dm: 0b mMdo LI | DR YALS heiksSE ¢8.3pp - 3/ RS B { GOB2 W INBINBEIAS: 1.6pp . In

I SYGNItf 9 9FadGSNYy 9dNRLISS (KO2VLMNBIFESTeNS alLl2yasS o0& FFEN & &9 dzNRLISH

By Industry, many respondents from Sales and Electric machinery/electric harsiweanesselected Chineseompaniesand S. Koreanompaniesas new
competitors, whereas the Transport/warehousing sector companies selected Europegranies.

\.
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3. Initiatives forProducing Differentiated, High Vakdelded Products &er

2015 Fig.22, Initiatives for Sales in Europe

Europe (n=820) Unit_: cos, Western Europe (n=737) Unit_: cos, Central & Eastern Europe (n=83) Unit_: cos,
Responsep % Responses % Responsep %
1 [Strengthening R&D sectors 307| 37.4| [1|Strengthening R&D sectors 281| 38.1 S.tr.engthenlng technical human resource development ang 38| 458
hiring more staff, etc
S.tr_engthenmg technical human resource development and 282| 344 S.tr.engthenlng technical human resource development and 244| 33.1| |2|conducting in-depth research and surveys on competitors 31| 373
hiring more staff etc. hiring more staff, etc

3|Conducting in-depth research and surveys on competitors 271] 33.0] |3|Conducting in-depth research and surveys on competitors 240| 32.6| [3[Strengthening R&D sectors 26| 31.3
Acquisitions of/tie-ups with other firms with advanced Acquisitions of/tie-ups with other firms with advanced

4 |technology or necessary brand names/technology (includin 153| 18.7| |4 |technology or necessary brand names/technology (includin 147| 19.9( | 4 |Developing cutting-edge manufacturing bases 25| 30.1
under consideration ) under consideration )

5 |Developing cutting-edge manufacturing bases 144 17.6| |5|Enhancing tie-ups with universities/research institutions 124| 16.8 |5 [Enhancing tie-ups with universities/research institutions 9 10.8
strengthening collaborations with universities/research 133| 162 Enhancing or reviewing, etc. your company's intellectual 121| 164 Enhancing or reviewing, etc. your company's intellectual 9| 108
institutions property strategy property strategy
Enhancing of reviewing, etc. your company's intellectual Acquisitions of/tie-ups with other firms with advanced

! 130( 15.9( | 7 |Developing cutting-edge manufacturing bases 119| 16.1 |7 [technology or necessary brand names/technology (includin 6 7.2
property strategy . Ny

under consideration )

Utilizing tax structures at the initial stage of R&D (tax 30| 37 Utilizing tax structures at the initial stage of R&D (tax 26| 35 Utilizing tax structures at the initial stage of R&D (tax 4| as
deductions related to R&D costs, etc.) ) deductions related to R&D costs, etc.) ) deductions related to R&D costs, etc.) i
Utilizing tax structures related to post-R&D commercial 15| 30 Utilizing tax structures related to post-R&D commercial 1l 19 Utilizing tax structures related to post-R&D commercial 1 12
activities (Patent Box system, etc.) activities (Patent Box system, etc.) activities (Patent Box system, etc.)
Other 76 93 Other 68| 9.2 Other 8| 9.6

2016

Europe (n=880) Unit_: cos, Western Europe (n=785) Unit_: cos, Central & Eastern Europe (n=95) Unit_: cos,

Responses % Responseg % Responses %
1 [Conducting in-depth research and surveys on competitors 315| 35.8 1|Conducting in-depth research and surveys on competitors 284 36.2 S'tr'engthenlng technical human resource development ang 43| 453
hiring more staff, etc
SFrenglhening technical human resource development and 306| 348 S.tr.engthening technical human resource development and 263|225 |I2)| Conaueinglintdenthire se arehiandlSirveyS onlcompetitors 31| 326
hiring more staff, etc hiring more staff, etc

3 |Strengthening R&D sectors 259 29.4/( | 3[Strengthening R&D sectors 242| 30.8| | 3|Developing cutting-edge manufacturing bases 26| 274
Acquisitions of/tie-ups with other firms with advanced Acquisitions of/tie-ups with other firms with advanced

4 |technology or necessary brand names/technology (includin 182| 20.7| |4 |technology or necessary brand names/technology (includin 170| 21.7| |4 [Strengthening R&D sectors 17| 17.9
under consideration ) under consideration )

5 |Developing cutting-edge manufacturing bases 158 18.0( |5 |Developing cutting-edge manufacturing bases 132| 16.8 |5 [Enhancing tie-ups with universities/research institutions 16| 16.8

Acquisitions of/tie-ups with other firms with advanced
6 |Enhancing tie-ups with universities/research institutions 130| 14.8 |6 |Enhancing tie-ups with universities/research institutions 114| 145/( |6 |technology or necessary brand names/technology (includin 12| 12.6
under consideration )
Enhancing or reviewing, etc. your company's intellectual 114] 130 Enhancing or reviewing, etc. your company's intellectual 106| 135 Enhancing or reviewing, etc. your company's intellectual 8 8.4
property strategy property strategy property strategy
Utilizing tax structures at the initial stage of R&D (tax x| 28 Utilizing tax structures at the initial stage of R&D (tax 25| 3o Utilizing tax structures at the initial stage of R&D (tax 1 11
deductions related to R&D costs, etc.) deductions related to R&D costs, etc.) deductions related to R&D costs, etc.)
Util.iz.iqg tax structures related to post-R&D commercial 14 16 Util.i;ir?g tax structures related to post-R&D commercial 13 17 Other 1| 116
activities (Patent Box system, etc.) activities (Patent Box system, etc.)
Other 98] 11.1 Other 87] 111

* | ONB&aa 9 dzNB LIRSANKY REABH WDKA fF YR & dzi3SEgp@was tife nost comiSoanswieANBuple df réspangedty
FYyasSNBR aO2yRdzOGAY3a | adGdzRe 2F OKSI LISNJ LINPRdzOG a¢ Iy Rrodaatstargly O2
conductingsaleBINR Y2 1 A2y aé @

" ¢KS KAIKSad OK2AOS F2NJ 2 Sia-deptiNdfsecdctiang s*.u]Seysaoh compefitisA6. Eo(+2 63 Cxhtial &EAstern Euro
respondedd { G NBY 3G KSYyAy3a GSOKYyAOlIf KdzYly NFB a2 dzBd0Fpp, tReSsanie aLthalyrEwbiis ydayy R KR |
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3. Initiatives forProducing Differentiated, High Vakdelded Products &er

Fig.

2015

23, Initiatives foisales in Europe

Manufacturing (n=432) Unit : cos, Non-Manufacturing (n=388) Unit : cos,
Responses| % Responses] %
1 [Strengthening R&D sectors 223| 516 1 [Conducting in-depth research and surveys on competitors 150| 38.7
2 |Strengthening technical human resource development and hiring more staff, etc 165 38.2 2 |Strengthening technical human resource development and hiring more staff, etc|| 117 30.2
3 |Developing cutting-edge manufacturing bases 125| 28.9 3 |Strengthening R&D sectors 84| 21.6
4 |Conducting in-depth research and surveys on competitors 121| 28.0 4 |Enhancing or reviewing, etc. your company's intellectual property strategy 81| 209
5 |Enhancing collaborations with universities/research institutions 88| 204 5 Acquisitions offtie-ups Wlth Othel.' firms with adv.anced‘ technology or the necessa 80| 20.6
brand names/technology (including under consideration)
6 Acquisitions offtie-ups Wlth Othef firms with adv.a nceq technology or the necessaj 73| 16.9 6 |Enhancing collaborations with universities/research institutions 45| 11.6
brand names/technology (including under consideration)
7 |Enhancing or reviewing, etc. your company's intellectual property strategy 49 11.3 7 |Developing cutting-edge manufacturing bases 19 4.9
8 Utilizing tax structures at the initial stage of R&D (tax deductions related to R&D 28 65 3 Utilizing tax structures at the initial stage of R&D (tax deductions related to R&D 2 05
costs, etc.) ’ costs, etc.) ’
9 Utilizing tax structures related to post-R&D commercial activities (Patent Box sy 13 3.0 9 Utilizing tax structures related to post-R&D commercial activities (Patent Box sys| 2 05
etc.) ) etc.) )
Other 28 6.5 Other 48 12.4
2016
Manufacturing (n=433) Units: cos, Non-Manufacturing (n=447) Units: cos,
Responses % Responses %
1 |Strengthening technical human resource development and hiring more staff, etc 180| 41.6 1 |Conducting in-depth research and surveys on competitors 180 40.3
2 |Strengthening R&D sectors 174| 40.2 2 [Strengthening technical human resource development and hiring more staff, etc, 126 28.2
3 |Conducting in-depth research and surveys on competitors 135| 31.2 3 Acquisitions offtie-ups Wm.] Othel.’ firms with adv.anced. technology orthe necessa) 110 24.6
brand names/technology (including under consideration)
4 |Developing cutting-edge manufacturing bases 132| 30.5 4 |Strengthening R&D sectors 85 19.0
5 |Enhancing collaborations with universities/research institutions 83| 19.2 5 |Enhancing or reviewing, etc. your company's intellectual property strategy 75| 16.8
6 Acquisitions offtie-ups Wltr.] °thef firms with adv_anced_ technology or the necessa 72| 16.6 6 |Enhancing collaborations with universities/research institutions 47| 105
brand names/technology (including under consideration)
7 |Enhancing or reviewing, etc. your company's intellectual property strategy 39 9.0 7 |Developing cutting-edge manufacturing bases 26 5.8
8 Utilizing tax structures at the initial stage of R&D (tax deductions related to R&D 23 53 8 Utilizing tax structures related to post-R&D commercial activities (Patent Box sys| 3 07
costs, etc.) ) etc.) '
9 Utilizing tax structures related to post-R&D commercial activities (Patent Box sys| 1 25 9 Utilizing tax structures at the initial stage of R&D (tax deductions related to R&D 2 04
etc.) ) costs, etc.) )
Other 27 6.2 Other 71 15.9
s ryy3ad al ydzFl OGdzNAyYy 3 / 2 YL} YA S a{UNBY3IGKSYAYyI wsos5 &S@ectnnd ¢
KdzY 'y NBaz2dzNDS RSOHSt2LIYSyid YR KANAY3I Y2NB .aldl FF¢ KILa AyONBI
-~ | - .

a

| 2y RAdZBRBALIGEK My a S NOK

O 2 Y LiBdnafac@rigicomparies, sain&a8tigear a Ji
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Busines®OutlookFor Nextl or 2

Fig.24, 12 yearBusiness Outlook by Industry

(Units:%)

All Sectors(n=994)

Manufacturing(n=465)

Non-Manufacturing(n=529)

All Sectors(n=890)

Manufacturing(n=410)

Non-Manufacturing(n=430)

All Sectors(n=104)

Manufacturing(n=53)

Non-Manufacturing(n=49)

Fig.25, 1-2 yearBusinesOutlook by Country

(Units: %)

Poland(n=31)
Romania(n=14)
Slovkia(n=7)
maly(n=31) 1
Spain(n=39)

the Netherlands(n=70)
Portugal(n=17)
Austria(n=12)
Germany(n=213)
Ireland(n=23)
Sweden(n=18)
Czech Rep.(n=26)
Hungary(n=24)
Switzerland(n=15) [ oags o
France(n=88)
Belgium(n=50)
Finland(n=18)
UK(n=285)

Greece(n=7)

0% 20% 0% 60% 80% 100% O%D Expansion 20% 40% 60% 80% 100%
D Remain the same
I Reduction
D Expansion mRemain the same @ Reduction Relocate to a 3rd country or withdrawal from present country Relocate to a 3rd country or withdrawal from present country
*Less than 5 responses were excluded from the count.
= Forthe next £2 yearbusiness outlook, 50.6% of respondehty’ & 6 S NB R dropEddk’y a0 RyES awSYlF Ay (KS)aty
andonly0.7%respondedt wS f 2 OF ('S { 2or withdiawah filddRpreseat0zy dzydIEdrab& Eastern European manufacturing
aS002N) NBaLRyRSR whishthasigrgaily iicsedsedisitice the20X8 sUuEE6y3%) by 15.1pp.
=  Bycountry,Polank R G KS KA3IKSald NI aalg06% and SledcSwaFtBeNdwestat1lBo%y, BKhagafhivas the secpnd
lowest after Greece.
23
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Busines©OutlookFor Nextl or 2Years 2) ;a

Fig.26, All Sector Companies based in Europe & UK Fig.27, Manufacturing Companies based in Europe & UK
1-2 yr Business Outlook Trends 1-2 yr Business Outlook Trends
70 (Units:%) 80
(Units:%)
Remain the same (UK)
60 70 71.9

58.0 57.5 Remain the same (UK)

—+— Expansion (Europe)
50

—+—Expansion (Europe)
~—+— Remain the same (Europe)
a0

—+—Remain the same (Europe)

---l-- Expansion (UK)

30 ---m-- Expansion (UK)
Reduction In (UK)
20 Reduction (UK)
—+— Reduction (Europe)
—+—Reduction (Europe)
10 7.7 4.9
5.7 . ) Relocate to a 3rd country or
2.2 3.3 1.1 withdrawal from present country 10 9,0 ~+—Relocate to a 3rd country or
0 0.7 R 0 3 g g g (UK) 5.2 5.4 6.0 withdrawal from present country
2012 2013 2014 2015 2016 —+— Relocate to a 3rd country or ° : 01006~ —gp— 06—+ 1E—0.6—+LBgu1 g0 (Europe)
withdrawal from present country 2008 2009 2010 2011 2012 2013 2014 2015 2016 Relocate to.a 3rd country or
Europe n=827 Europe n=978 Europe n=966 Europe n=949 Europe n=994 (Europe) withdrawal from present country
UK n=233 UK n=273 UK n=273 UK n=274 UK n=285 Europe Europe Europe Europe Europe Europe Europe Europe Europe (k)
n=348 n=371 n=298 n=354 n=419 n=465 n=482 n=468 n=465
UKn=77  UKn=64 UKn=38 UKn=83 UKn=100 UKn=116 UKn=110 UKn=111 UKn=116
Fig.28, NoAMlanufacturing Companies based in EurofeUK
9 ! g P *Please note NoiManufacturing was only introduced from the 2012 survey, so data can
1-2 yr Business OutlooKrends only be compared over the last 5 years.
F elocatetoa302dzy UNEE¢ Aa RSTAYSR a NBf20FuAy3
70 country that the company is currently based in.
| .66.0 Remain the same (UK)
60 S
—+— Expansion (Europe) ) e .z “ 2 .
50 c [221AY3 O OUKAA RIEOGFEZ Y
—+— Remain the same (Europe) seemed to have had much effect on the business outloo
40 : for the nextl or 2 years.
30 314 3 m Expansion (UK) " ¢KS YFydZFlEOlGdNAYy3d 38002 NA

Reduction (UK have been too affected, if compared to the 2009 survey

20 results after the 2008 financial crisis. However there are
10 —+— Reduction (Europe) -f S é (j) 2 Y LJI Yé S é,. é K 2 N\B é. LJ2 y R F
6.1 1.9A]§ 2.3-W 4. R dzS u 2 .NBEAUE ®
o 9'5201'2‘ e 2o1d ots 20‘13% Relocate to ::ﬁ:::::r::::untry @ Also the number of UK nemanufacturing sector )
—o—RUell(t!catetuaSrdcuuntryur K NB é LJ2 y. R S y l:l é N\B LJt é A y 3 (,x 9 E L ' y

Europe n=408 Europe n=512 Europe n=484 Europe n=481 Europe n=529

withdrawal from present country
UK n=133 UK n=156 UK n=163 UK n=163 UK n=169

(Europe)
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Fig.29, L Y Rdza (. NR S &

Busines©OutlookFor Nextl or 2Years §) ‘,a

6 KSNB

fI NHS ydzYoSNE 2F NBa NB L2 NIi

Business Outlook

LI2YRSY (4

Expansion
Europe (n=503) Western Europe (n=434) Central & Eastern Europe (n=69) UK (n=104) (Units:cos,%
Industry Responses % Industry Responses % Industry Responses % Industry Responses %
1 [Medical devices 6/ 75.0 [ 1 [Printed and Published 4 80.0 | 1 |Construction/plants 6, 85.7 lE;J:Cdézg:;ulturaI/flshery 6 75.0
1 Food/agrlcuItural/flshery 18 75.0 | 2 |Rubber products 7i 77.4 |2 |Transport/warehousing 5 83.3 Sl rnachmery ik, 9 64.3
processing electronic equipment
3|Clothing and textile 5 71.4 | 3|Medical devices 6 750 |3|sales company 12 go.q | alChemical and Petroleum 6 60.0
products products
3 [Rubber products 100 714 Food/agncuItural/flshery 16/ 72.7] Sl machlpery e 4, 66.7] | 4/ Communications/software 6 54.5
processing electronic equipment
g |Fabricated metal products 9 69 |5|Clothing and textile 4| 66.7| 5|Rubber products 3 60.0|| 5|Trading company 11 500
(including plated products) products
Remain the same
Europe (n=451) Western Europe (n=418) Central & Eastern Europe (n=33) UK (n=164) (Units:cos,%
Industry Responses % Industry Responses % Industry Responses % Industry Responses %
1 |Securities 6; 75.0 | 1 [Distribution 4, 80.0 (1 Motor vehicles and 3/ 60.0[| 1{Pharmaceuticals 6; 85.7
motercycles
2 Eggj;gus S e 4, 66.7| | 2 |Securities 6/ 75.0 |1 |Trading company 6/ 60.0(| 2[Transport/warehousing 15 78.9
Motor vehicle and Motor vehicle and
3 |Hotel/travel/restaurant 13 61.9 | 3 |motorcycle parts and 26, 63.4 | 3 |motorcycle parts and 8! 47.1{| 3[Banking 6; 75.0
accessories accessories
Motor vehicle and Motor vehicle and
4 [motorcycle parts and 34, 58.4 |4 |Transport/warehousing 36, 62.1 |4 |Rubber products 2{ 40.0( [ 4|motorcycle parts and 100 66.7
accessories accessories
Electric machinery and General machinery
5 |Transport/warehousing 37 57.8 | 5 [Hotel/travel/restaurant 122 60.9 (5 . . y 2! 33.3 | 4{(including metal molds and 6/ 66.7
electronic equipment )
machine tools)

*Less than 5 responses were excluded from the count.
wSE L2 YRAY ¥ SOMMBIYSE Ad2yS RA OF £ 5804 0Sa¢ |y R sécton Bakhigh EdhhnSedzitetbdiNdt 15.0%. kewkver
€SIFEN) aas R)\s@dtotexpén@@ﬁre@p@r&se rate wabghtly larger at 76%. InCentrad 9 | a 0 SNJ/ 9 dzNR LIS€ Hradspod/ i NHzO U A 2
warehousing Fy R af{ | f v all/mar¥ thiin go. <
Ly GKS 'YX daC22Rkl INRKOdzf (0 dzNJ f kK FA & KISHET 2LfJN.EEOz%Eﬁohu;feﬂaemné(§nd?eleutr&rﬁs KAz KBS Y0 NF
cn®oz YR a / KSYAOFf dogoR t SGNRE Sdzy LINRPRdzOGae i
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Busines©OutlookFor Nextl or 2Years4) ‘,a

Fig.30, Specific functions being Expanded for Fig.31, Reason for Expecting Business Expansion in the fiex@ years
Europe based Companies for Europe based Companies
All sectors (n=503) Manufacturing (n=241) Non-Manufacturing (n=262YUnits:cos. %
Response Responsep Responsep
(Units:%) 1[Sales increase 448| 89.1] |1[Sales increase 225 93.4) [1]Sales increase 223 85.1]
2|High growth potential 221 43.9| |2 [High growth potential 95| 39.4] [2|High growth potential 126| 48.1
Sales functions High receptivity for High receptivity for High receptivity for
3|high value-added 140| 27.8| |3 |high value-added 82| 34.0| [3|high value-added 58| 22.1
Production (high products products products
value-added Reviewing production Reviewing production Reviewing production
products) 4|and distritbution 91| 18.1| |4 |and distritbution 57| 23.7| |4|and distritbution 57| 21.8
Lodistical functi networks networks networks
ogistical functions ; P ; i Wi ; -
4 Rglatlonsmp with 91 181 |5 Rglatlonsmp with 34 141 |5 Rglatlonshlp with a4l 130
clients clients clients
Production ( general-
purpose products)
R&D Fig.32, Reasons for Business Reduction, Relocation té%a8untry
or withdrawal in the next 12 years for Europe based companies
Function of regional
headquarters AllS 197
= ectors (n=497) All sectors (n=37) Manufacturing (n=22) Non-Manufacturing (n=15) (Units:cos, %
Function for service . Responsgs % Responses % Responses %
administration g @ Manufacturing (n=237) 1|Sales decrease 20| 54.1] |1|Sales decrease 11| 50.0| |1|Sales decrease 9| 60.0
3 5 Cost increase Cost increase Cost increase
Other @ Non-Manufacturing (n=260) 2 |(procurement costs, 14| 37.8 |2|(procurement costs, 8| 36.4 |2|(procurement costs, 6| 40.0
11.9 I I labour costs etc.) labour costs etc.) labour costs etc.)
0 20 40 60 80 Reviewing production Reviewing production
3 |and distribution 11| 29.7| |2|and distribution 8| 36.4 |3|Low growth potential 5| 33.3
*Shared services, call centers, etc. networks networks

FGNBE 2 OFAi2SdziieNB ¢ oAd RSTAYSR a NBft20FGAy3
country that the company is currently based in.

A

Forboth manufacturingand notY I y dzF I O dzNAy 3 GKS KAIKSad NBaLRg&ES NI (G)S ¢
Nearly 50% of the manufacturisgctorrespondedexpansior2 ¥ at N2 RdzOiU-A RES R K AINK R D @ dz8E

Within allsectors themost common reason for expansion wag I If (SANB I & S ¢ & F 20ANR2600SKR  t 6280 S
Other reasons given were comments suclitals i NB y BaleESAy/ A Ay aand2  Adp &/ SpfoSuntiNdifrgriithe] Y dé
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Fig.34, Reason for Expecting Business

Fig.331, Specific Functions being
Expanded for UK based Companies

Fig.332, Top10 countries chosen to

expandtheir function to regional

Expansion in the next-R years
for UK based Companies

(Units:%) headqugrters All sectors (n=104) (Units:cos. %
) <Eur0pe, MUltlp'e answers> Responses %
Sales functions 373.8 (Units:% 1|Sales increase 92| 88.5
2015 2016 2|High growth potential 39| 37.5
Production (high value- 3 High receptivity for high value- 20l 19.2
added products) Total(n=449) 11.6 TOtaI(n=497) 8.7 added products '
The Netherlands 241 The Netherlands 26.8 3|Relationship with clients 20/ 19.2
Logistical functions (n=29) _1(n=41) : Reviewing production and
_ UK(n=102) 18.6/Belgium(n=21) | 14.3 g4|meViewing p 19| 18.3
Production (general - distribution networks
(9 Switzerland
purpose products) 7] Portugal(n=6) 16.7 (n=7) 14.3 Fio.35. R for BUS Red .
et 19.59, n r N 1on,
R&D Italy(n=24) 12.5[Austria(n=7) 14.3 9 5 eago S Tor BUSINess *e uctio
Finland(n=8) 12.5/Sweden(n=10) | 10.0 ~ Relocation to a 3rd country* or
Function for service Germany(n=115) 11.3[UK(n=103) 8.7 withdrawal in the next 12 years forUK
administration* H .
Czech Republic 91 Germany 8.3 basedCompanies
Function of regional (n=11) (n=121)
g [ All sectors (n=103) ;
headquarters £ Manufacturing (n=45) Belgium(n=23) 8.7|Poland(n=25) 8.0
[ Non-Manufactuting (n=58) Ireland(n=12) 8.3|France(n=38) 7.9 All sectors (n=17) (Units:cos. %
= — 5 %
Other s Sweden(n=12) 8.3[Ireland(n=13) 7.7 Response
T 1 [Sales decrease 10| 58.8
0 20 40 60 80 2 |Low growth potential 7| 41.2
*Shared services, call centers, etc. Cost increase (procurement 7l 412
costs, labor costs etc.) )

FaNBt 2 OFf@i2SdzyliieNB ¢ oAda RSTAYSR I &
country that the company is currently based in.

NEt 20 dA

Both UK manufacturing andon-manufacturing companig§ A 3K Sad NB &Ly aS 61 a SELI yarzy 27 d\{
companies.
Lookingg & G KS NB&aLRYyaS NIGS F2N G§KS Oycaurt®, $is fie@rdbd)® iaikedyd place atsNGs mlfing fyoln
flLad ®SHINDME HI my P> d ¢KS | YQa ©@20S G 2JapaSesedfifiated doBpardies regiofabhéadquarr| f
strategy.
Ly NX &Ly a #r Bishess Re8uctiér? Relbcation to a 3rd country or withdrawal in the r2&t $ | NsEne Eompanies responded

\ GKIG GKS2 68NB & headopaters/tideo Brexit 20 NB 2 OF (A y 3

J
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5. FuturePromisingSales Destinationd)

Fig.36, FuturéPromisingSales Destinations b@ountry Fig.37, Futuré’romising Sales Destinations by Industry
(Units:cos) 2015 (Units:cos)
300 . E Central&Eastern Europe (n=69) | 300 276 Non-Manufacturing (n=373)
o [ Western Europe (n=683) 250 — 222 212
203 B Manufacturing (n=379)
200 135 —

150 -

100

50

(Units:cos) 2016 (Units:cos)

[ Central&Eastern Europe (n=84) 300 Non-Manufacturing (n=403)

235 £ Western Europe (n=697) 250 235 219 [ Manufacturing (n=378)

= Forfuture promising sales destinations, this year Germany became first place and TurkeyTéfiléxe.
#=  Polandand Russia remained at&nd 4" place.

@ Last year Spain ranked atf filace however this year it rose td'place. (10F5espondents)
@ Now that economic sanctions have been lifted, Iran suddenly rosetgl@e from lasé S I IXpkace.(72 respondents)
“ PossibhRdzS G2 GKS | YQa @23GS (2 2iSSBGEce RIS (1@tespondeiit§ | Y FStt FNBYJEI
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5. FuturePromisingSales Destination2)

Fig.38, Reasons for choosing Future Sales Destinations

Western Europe (n=425) (Units: cos, % Western Europe (n=451) (Units: cos, %
Responses % Responses %
1]ltis a country where sales growth is expected. 193 454 1 [it is a country where sales growth is expected. 200 443
Gozd r?c/ep“\f'ty of high value-added 141 33.24=2»| 2 |Existing clients have bases in the country/region. 166 36.8)
products/services. - - -
3 |Existing clients have bases in the country/region. 131 30.8 3 [New clients have been found in the country/region. 145 322
Middle East (n=336) (Units: cos, o Middle East (n=329) (Units: cos, 96
Responsed % : : Responses %
1 [it is a country where sales growth is expected. 266 79.2 1 Is a country where sales growth IS expected'. 226 68.7
2 |Existing clients have bases in the country/region. 92 274 =P 2 Existing clients have bases in the country/region. 96 29.2
3 |New clients have been found in the country/region 52 159 3 |New clients have been found in the country/region. 67 204
Central&Eastern Europe (n=322) (Units: cos, % Central&Eastern Europe (n=331) (Units: cos, %
Responses % Responses %
1[It is a country where sales growth is expected. 211 65.5 1 |It is a country where sales growth is expected. 206 62.2
2 |Existing clients have bases in the country/region. 99 30.7=3p| 2 [Existing clients have bases in the country/region. 114 34.4
3 |[New clients have been found in the country/region 55 174 3 |New clients have been found in the country/region. 87  26.3
Russia&CIS (n=200) (Units: cos, % Russia&CIS (n=189) (Units: cos, %
- - Responses % Responses %
Ltis a country where sales growth is expected. 129 643 1 [It is a country where sales growth is expected 110 58.2
2 |Existing clients have bases in the country/region. 51 25.5 - : : 5 :
Good receptivity of high value-added " 74 9 2 EX|st|ng clients have bases in .the country/regloh. 61 32.3
products/services. . 3 |New clients have been found in the country/region. 38 20.1
Africa (n=220) (Units: cos, % Africa (n=225) (Units: cos, %
Responses O Responses %
1|It is a country where sales growth is expected. 159 72.3 1 |lt is a country where sales growth is expected. 137 60.9
2 [Existing clients have bases in the country/region. 61 27.7 9 2 |Existing clients have bases in the country/region. 63 28.0
3 |[New clients have been found in the country/region 37 16.§ 3 |New clients have been found in the country/region. 47 20.9
Other (n=242) (Units: cos, % Other (n=249) (Units: cos, %
Responses % Responses %
1|It is a country where sales growth is expected. 169 69.8 1 |Itis a country where sales growth is expected. 160 64.3
Go%d r?c/eptn{lty of high value-added 72 29.8 9 2 |Existing clients have bases in the country/region. 84 33.7
ProCuCISTSEIVICes. - - Good receptivity of high value-added
3 |Existing clients have bases in the country/region. 71 29.3 3 products/services 79 31.7
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5. FuturePromisingSales DestinationS)

Fig.39, Future Promising Sales Destinations Gyuntry where respondent is based
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(-» Basedon the response from Japaneaffiliated companies residing in France and Germany, in 2015doothtries rankedhe UK10" placeas afuture
promising saleglestinatior>s K2 6 SOSNJ G KA & &SI NJ (KS déstihatiBnks gotgrdally as effi&t/of tid EU Sefeiedd @i medulti Belnbf m n
leave.

i For Germany based Japanexféliated companies there seems to be increasing interest in the Centréastern European market, wherefas France
basedcompaniesGermany has jumped frodi" place tolstplace as a promising saldestination. For both countries, this year Turkey, Rudsiarocco
\ and Tunisia have fallen in ranking, however there still seems fgréat interestin thesedestinations.
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Fig.40, Factorto take into consideration after the UK votetb leave theEU

( WhenUKbased companies were asked what factansuld they take intaconsideration after the UK voted to leave the EU, manufacturing
companieNB & L2 Yy RSRI yigh I aNA &l YIFEylFr3aSyYSyid 2y ST¥FFSOGa 2 64.®anbdtdasfa Son NI
manufacturingrepliedtheirs would bedt / 2 y & Ah8wSdGhrgspondo regulation or legislation changésl58.9%.

In addition to theseY I y dzF I O dzNA y 3 @S ANNSAG2ANGTG AEBAH)E RERIKS e of 2 3 A & (Re@ewiN@poziuét &
YR aSNIAO%){LINARSO ¢y Lk wyhiddyd Y RS O2YYSyida &adzOK I a GdO02yaARSNAY3
2PSNBSIFa KSIFRIjdzZ NISNE St aS6KSNB¢ o

Lookingat Companies based in the othEt countries excluding UK y dzF I Ol dzZNA y3Qa oA 33Said NBaLkRyas
should be considered at 42&For nonmanufacturingd K S f | NB S & GLIXNBYEYRYWH SN 1A ¥l yIF ASYSyd 2y
at 36.4%, lowever thereis a difference in respongatio comparedto Ukbased noamanufacturing companies.

Within Ukbased manufacturing companies 10.5% said they wernsidering to decreagaroduction. Looking at 9 E LJ- Y R AUKBhsedl | f S &

\ companies (7.9%) had a slightly larger response ratg¢hter EUbased companies (678).
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