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Key Points

I Japanese affiliated companies in the Middle East

show a clear recovery in operating profits,
—high interest in decarbonization in the Gulf states — |

01

Operating Profit Forecast/

Future Business Outlook

02

Investment Environment
in the Middle East

03

Business Areas with
Future Promise

In 2021, the percentage of
companies expecting a profit
increased in all countries to 65.2%,
the highest level in the past five
years. An increasing number of the
companies expected a year-on-year
increase due to a rebound from the
previous year's decline and growth
in sales caused by COVID-19. As for
the future business outlook, about
40% of the companies chose
expansion, up 7.0 points from the
previous year.

About 50% of the companies highly
rated the market size and growth
potential of the business
environment in the Middle East. On
the other hand, more than 50% of
the companies said that sudden
introduction or a change in the
system and inadequate or unclear
legal systems were challenges.
Many companies cited the unstable
political and social situation in Iran,
Israel and Turkey, and soaring real
estate rents in the UAE and Israel as
issues.

As for promising fields, the most
common answer was resources and
energy. Renewable energy and
decarbonization-related fields such
as hydrogen and ammonia
accounted for a high percentage. As
for the countries of focus, Saudi
Arabia and the UAE were ranked
first and second, respectively, with
many companies citing
decarbonization as the reason.
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Survey Overview
Objective

®To understand the actual conditions with regard to the business activities of Japanese-
affiliated companies in the Middle East (10 countries: United Arab Emirates (UAE),
Turkey, Saudi Arabia, Iran, Jordan, Israel, Kuwait, Qatar, Bahrain, and Oman) and
provide the results to the public.

. Kuwait

Iran

Companies Surveyed X .
Y Bahrain
Qatar

— ‘I

®A questionnaire survey was locally conducted for Japanese affiliated companies with
bases in each of the surveyed countries in the Middle East.
Valid responses were received from 230 companies L
(106 from the UAE, 45 from Turkey, 24 from Saudi Arabia, 13 from Israel, 10 from \

7 United Afabs
Qatar, 13 from Iran,10 from Jordan, 5 from Kuwait, 2 from Bahrain, and 2 from Oman) ' 8

Emirates™ ¢

Period s

_,I__
i
1

®September 1 - September 30, 2021

s or SR 20200 oaions VY
Com%anles . Y-o-Y
(as of October 1, 2020) |Locations
Response Rate United Arab Emirates 339 -2.3%
Turkey 259 -0.8%
®The valid response rate was 90.2%. The survey was sent to 255 Japanese-affiliated Saudi Arabia 113 0.0%
companies in 10 Middle Eastern countries. Israel and the Gaza Strip, etc. 92 -1.1%
Valid responses were received from 230 companies. Qatar 31 -3.1%
Iran 27 -6.9%
Oman 19 0.0%
®This was the 9th survey for the UAE and the 8th for Saudi Arabia. It was the 7th survey Kuwait 190 -5.0%
that covered all industries for Turkey, and the 5th survey that had been performed in Bahrain 18 0.0%
Qatar. For all other countries, It was the4th time it had been held. Lebanon 7 0.0%
®JETRO informed the companies to be surveyed of the URL for the questionnaire, and ELEn 0 0.0%
asked them to complete and return it, or sent them questionnaires in Japanese/English -
by e-mail. Irac_| - -
®All response rates are shown as percentages (%). The response rate is rounded off to Syria 3 -
the second decimal place. As a result, some of the total figures do not add up to 100%. Total 946 -1.6%
®1n this report, “N” stands for the number of valid responses (parameter). Source: Ministry of Foreign Affairs, “Annual Report of the Number

of Japanese-affiliated Companies Operating Overseas (FY2020)
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Profile of Respondent Firms

Year of Establishment

(Companies) (N=230)
60 46
40 37
40
21 19
w0 og 15 12 12 I I
i 11
Il . nn
e A9 QO 55 N H O & Q ©
RO AN SHIRE IR IR CHIR\ SR\ SR A
& N NN N NV AV VY VY
FSERCRRC ARG G AR A R R
~ >
NS
Form of Overseas Base
Joint venture (50% or less
of owned capital
) 7.8% .
Joint venture (above Representative
50% of owned capital) office
3% 34.3%

Branch
19.1% N=230

Full
ownershi?

of capita
30.4%

Total Number of Employees
500 or more 3.5%

100-499
12.2%

Industry (Manufacturing/Non-manufacturing)

Manufacturing
26.1%

N=230

Non-
manufacturing
73.9%

Note: Branches and representative offices that did not obtain an operating profit reported the operating profit of higher-level

organizations, such as their head office, in the relevant market.
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I . Operating Profit Forecast

1 | 2021 Operating Profit Estimate

(Trends, by Country)

m The percentage of companies expecting an operating profit in 2021 stood at 65.2%. This was a significant

increase of 20.1 points over the previous year.

m In most countries, with the exception of Iran, more than half of the respondents expected a profit. For Saudi
Arabia and Qatar, the number of companies that expected a profit increased by more than 30 points year on year.

Operating Profit Estimate Trends

(%) 20.1 pth
70
60
50
40 32.9

29.4 55 3 28.8
30 ' 20.5
20 26.2

19.3
10 17.3 14.8 14.3
0 11.9 pt§
Q) W > ) o
,/’1/ ,/’1/ ,/’1/ ,/’1/ v
SO N R L
—e—Profit Break Even —e—L0ss

Year-over-year comparison: tIncrease ‘Decrease

(%) 0 20 40 60 80 100

By country
Turkey(N=42)

26.2 [l

Saudi Arabia(N=23)

United Arab Emirates

(N=105) . 15:2
Qutr(v=10)

Bahrain(N=2)
Kuwait(N=5)
Oman(N=2)
Iran(N=12)
Israel(N=13)

Jordan(N=10)

By Industry

(%) 0 20 40 60 80 100
Manufacturing(N=59) 11.9
Non-
manufacturing(N=165) 23.6 e
m Profit Break Even m Loss
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I . Operating Profit Forecast

2

2021 Operating Profit Estimate

(Trends of the Proportion of Companies Expecting a Profit, by Country)

m In 2021, the percentage of companies expecting a profit rose in all countries.
m In Iran, the percentage expecting a profit was 25.0%, below the 33.3% expecting a loss.

(%)
100

80

60

40

20

Trends in the Percentage of Companies Expecting a Profit

67.3
el \55 0 / o7
60.9 @— == :
.J_.-//
52.2
43.9 @
41.2 29.2
26.3 g
154 18.2
2017 2018 2019 2020 2021
—o—Turkey —e—Saudi Arabia United Arab Emirates Qatar —o-Iran Israel
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I . Operating Profit Forecast

3 2021 Operating Profit Estimate and
2022 Operating Profit Forecast (Y-o-Y)

m For both 2021 and 2022, the percentage of companies who answered “remain the same” surpassed 50%,
which was the highest.

m From 2021 to 2022, the percentage of “improve” increased while that of “deteriorate” fell.

2021 Operating Profit Estimate (Y-0-Y) Operating Profit Forecast Trends (Y-0-Y)

Deteriorate 9.9%

(%) 55.2
60 52.7
Improve 47.6 ' a6E 52.0
35.0% .
’ >0 43.5 p-------—==—=-" |
| |
“ i i
No change : i
55.2% 30
2022 Operating Profit Forecast (Y-0-Y) 20
Deteriorate 7.2% 10
0
Improve
40.7%
S
No change %
52.0%

—e—Improve No change —e=Deteriorate

Note: estimate for 2017 - 2021; outlook for 2022
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I . Operating Profit Forecast

4 2021 Operating Profit Estimate and
2022 Operating Profit Forecast (by Country, by Industry)

m As for year-on-year comparisons by country, the most common answer was “remain the same” both for
2021 and 2022.

m For 2022, more than 40% of companies in the UAE, Israel, Saudi Arabia, and Turkey expect

improvement.
2021 Operating Profit Estimate (Y-o0-Y) 2022 Operating Profit Forecast (Y-0-Y)
By country (%) 0 20 40 60 80 100 (%) 0 20 40 60 80 100
Turkey(N=42) IECKAN " 429 Turkey(N=42) 45.2
Saudi Arabia(N=23) IE.EED 60.9 Saudi Arabia(N=22) 50.0
United Arab United Arab - 476 |
Emirates(N=105) 49:3 Emirates(N=105) 70 46.7
Qatar(N=9) IEEEDD 66.7 Qatar(N=9) ¥ 55.6 22.2
Bahrain(N=2) 50.0 50.0 Bahrain(N=2) 50.0 50.0
Kuwait(N=5) 100.0 Kuwait(N=5) 100.0
Oman(N=2) 100.0 Oman(N=2) 100.0
Iran(N=12) 91.7 Iran(N=12) [FM%; 83.3
Israel(N=13) IIIIEXD 53.8 Israel(N=13) 53.8
Jordan(N=10) IECIN 70.0 Jordan(N=9) 66.7
m Improve @ No change m Deteriorate m Improve m No change m Deteriorate
By Industry (%) 0 20 60 80 100 (%) 0 20 60 80 100

Manufacturing(N=>59) _ 32.2 Manufacturing(N=56) 39.3 12.5
Non- Non-
manufacturing(N=164) 63.4 manufacturing(N=165) 56.4

m Improve No change m Deteriorate m Improve No change m Deteriorate
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I . Operating Profit Forecast

2021 Operating Profit Estimate and
2022 Operating Profit Forecast (Reasons for Improvement)

5

m For both 2021 and 2022, about 80% answered “sales increase in local markets,” which was the highest. This
was followed by “export expansion,” at more than 40%.

m About 60% of companies said the reason for improvement in 2021 was “reactionary increase from the sales

decrease in the previous year due to the COVID-19 pandemic.”

Reasons for Y-o-Y Improvement of 2021
Operating Profit Estimate (Multiple answers)

(%) 0 20

Sales increase in local markets _75.6
I 7 4

Sales increase due to export
expansion

(administrative, utility an
etc.)
Effects of exchange rate fluctuation [JJJj 11.5
Reduction in labor costs . 9.0
Improvement of sales efficiency . 9.0
Improvement of utilization rate . 9.0

Reduction of procurement costs I 5.1

Improvement of production
efficiency [Manufacturing only] I 3.8

other [ 90

40 60 80

Rise in oil prices,
demand recovery,
etc.

(N=78)

Reasons for Improvement of

2022

Operating Profit Forecast (Multiple answers)

(%) 0 20

40 60 80

Sales increase in local markets || |N NN 7S.7
Sales increase due to export expansion || NG 41.6

Improvement of sales efficiency [Jjjj 11.2

Reduction of procurement costs - 10.1

__ Reductions in other expenditures
(administrative, utility and fuel costs etc.) . 7.9

Improvement of production efficienc
Manufacturing onlyﬁ l 5.6

Reduction in labor costs [J 4.5

Effects of exchange rate fluctuation | 2.2
Effects of trade facilitative measures b | 11

Rise in oil prices,
economic sanctions
lifted (Iran), market
recovery due to the
end of the COVID-19
pandemic, etc.

giovernr_nents or_multiple countries (e.g., Tarlfvf

elimination and FTAs/EPAs entering into force)
Effects of trade restriction measures by (.

governments

other | 124

(N=89)

Reasons for Y-0-Y Improvement in 2021 Operating Profit Estimate (Multiple answers)

Reasons for improvement (Descending order)

:Due to reactionary increase from
' sales decrease in the previous
butable to the COVID-

' year attri

Due to sales increase
caused by the COVID-19
pandemic

Other factors

1 Sales increase in the local market (N=55)

19 pandemic

58.2% 16.4%

41.8%

2 Sales increase due to export expansion (N=37)

59.5% 21.6%

35.1%

Copyright © 2022 JETRO. All rights reserved.
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I . Operating Profit Forecast

6 2021 Operating Profit Estimate and

2022 Operating Profit Forecast (Reasons for Deterioration)

m For 2021, “sales increase in the local market” was the highest.

m Meanwhile, for 2022, “increase in procurement costs” was the highest. Many companies expect the effects
of the disruption in international logistics caused by COVID-19 and other factors to continue this year.

Reasons for Y-0-Y Deterioration in 2021
Operating Profit Estimate (Multiple answers)

(%) 0 20

40 60 80

Increase in procurement costs _ 36.4
Decline in utilization rate - 18.2

Sales decrease due to export
slowdown

Production costs insufficiently
shifted to the selling price of
goods

Effects of exchange rate
fluctuation

Increase in other expenditures
(e.g., administrative/utilit
costs/fuel costsg

Other

M
Increase in labor costs - 13.6

| X
]

Increase in logistics
costs, decrease of
production due to

semiconductor
shortages, etc.

22.7

(N=22)

Reasons for Deterioration of 2022
Operating Profit Forecast (Multiple answers)

(%) 0 20 40 60 80

—_
>
o)
=
(0]
Q
0
(0]
5
©
=
o
o
c
=
(0]
3
(0]
S
[l
0
o
0
~
@
Ul
o
o

Sales decrease in local markets _ 43.8

Sales decrease due to export
slowdown

_ Production costs insufficiently
shifted to the selling price of goods

Effects of trade restrictive
measures by governments

Increase in other expenditures
(e.qg., admlnlstratlve/utmtg
costs/fuel costs

Effects of exchange rate
fluctuation

Increase in labor costs

Rise in interest rates

Effects of trade facilitative measures by
governments or multiple countries
(e.g., Tariff elimination and FTAs/EPAs
entering into force)

Other

- 18.8

- 18.8

Decrease in

- 12.5 production due to

semiconductor
l 6.3 shortages, reduction
) in the scale and fall
of the operating rate
0.0 due to
COVID-19, etc.

0.0

.
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I . Operating Profit Forecast

7 2021 Operating Profit Estimate
(Comparison before and after the spread of COVID-19)

m According to the comparison before and after the spread of COVID-19 (2019/2021), 48.2% of
companies answered “remain the same,” which was the highest level.

m 34.7% of companies said operating profit would improve. On the other hand, 17.1% answered that it will

deteriorate.

2021 Operating Profit Estimate (Comparison with 2019 results before the COVID-19 pandemic)

Deteriorate
17.1%

No change
48.2%

Improve
34.7%

By count
4 Y (%)0 20 40 60 80 100
Turkey(N=42) 47.6 38.1
Saudi Arabia(N=23) 43.5
United Arab _
Emirates(N=104) 34.6 43.3 224

Qatar(N=9) 66.7

Bahrain(N=2) 50.0 50.0
Kuwait(N=>5) 80.0 20.0
Oman(N=2) 50.0

Iran(N=12) 83.3
Israel(N=13) 53.8
70.0

Jordan(N=10)

By Industry
(%)0 20 40 60 80 00

1
Non-
manufacturing(N=163) 55.8

m Improve m No change m Deteriorate
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II. Future Business Outlook

1  Future Business Outlook (overall, by Country)

m When asked about future business outlook, 56.3% of the companies answered “remain the same,” which
was the highest level, down 3.9 points year on year.

m The percentage of companies that answered “expand” increased 7.0 points year on year to 40.2%. By
country, 53.3% of the companies in Turkey answered “expand,” which was the highest level. For UAE,
“expand” was up 13.8 points from the previous year. For Israel and Saudi Arabia, it was down by 14-points.

Direction of Business Operations in the Next One to Two Years

Transferring to a third (%) 0 20 40 60 80 100
country or withdrawal from Overall(N=229) 40.2 56.3 Joa4
the current local market 4.4 pt
1.2 pt§ 0.4% Turkey(N=45) 44.4 I
14.8 pt
Saudi Arabia(N=24) 58.3 4.2
opd opt Uit T -
Emirates(N=106) 54.7 !
Qatar(N=9) 77.8
Bahrain(N=2) 50.0
N=229 Kuwait(N=5) 100.0
Remain the
same Oman(N=2) 100.0
56.3%
3.9pty Iran(N=13) 69.2
14.4 pt
srein=13). R e
Jordan(N=10) 0.0

m Expand m Remain the same m Shrink = x

Year-over-year comparison: t Increase ‘ Decrease % [Transferring to a third country or withdrawal from the current local market|
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2 | Future Business Outlook (Reasons for Expansion)

m 75.0% of the companies cited “sales increase of local markets” as the reason for business expansion,
which was the highest.

m About 30% of the companies answered “high growth potential,” coming in third, but down by 23.0 points
from the previous year.

Reasons for Business Expansion (Multiple answers)

i :
1
| Sales increase in local markets _ 75.0 |

Sales increase due to export expansion NN /3.5 6.5pt#

High receptivity for high value—added products/services
Reviewing production and distribution networks

Relationship with clients

Reduction in costs (e.g., procurement/labor costs)

Development of new

Deregulation [ 4.3 customers, expansion of
. . initiatives in the African
Ease in securing the labor force I 1.1 market (UAE), resumption of
Effects of trade restriction measures by governments business due to the lifting of

(e.g., raising of tariffs, quantitative restrictions on exports, sanctions I 1.1 . I
and industrial policies such as import substitution) sanctions (Iran), etc.

Effects of trade facilitative measures by governments or multiple I 1.1
countries (e.g., Tariff elimination and FTAs/EPAs entering into force) '

Other - 10.9 (N=92)

Year-over-year comparison: t Increase ‘ Decrease
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II. Future Business Outlook

3 | Future Business Outlook (Functions to be Expanded)

m The highest percentage among functions to be expanded was for “sales function” at around 70%.
m This was followed by production of high value-added products and logistics function, but these remained

at around 20%.

Functions to be expanded (Multiple answers)

Production (high value-added products)

Logistics function

Regional headquarters function

Production (general purpose products)

R&D

Service office functions
(shared service centers, call centers, etc.)

Other

Provision of DX and
solutions, gathering
information and analysis,
environment-related
business, etc.

(N=91)

Copyright © 2022 JETRO. All rights reserved.
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II. Future Business Outlook

4 | Future Business Outlook
(Reasons for “Reduction,” and “Relocation or Withdrawal™)

m About 40% pointed out “low growth potential” as the reason for contraction and others.
m The percentage for “low growth potential” was up 28.6 points year on year.

Reasons for “Reduction,” “Relocation or Withdrawal to Third Countries (Regions)” (Multiple answers)

60 80

1
28.6pt A
|

Difficulty in securing a labor force

Reviewing production and distribution networks
Sales decrease in local markets

Increase in costs (e.g., procurement/labor costs)

Sales decrease due to export slowdown

Low receptivity for high-value added products/services (g

Tightening of regulations .o
) - ) Geopolitical risks (Saudi Arabia),
Relationship with clients g g economic sanctions by the U.S.

Effects of trade restrictive measures by governments (Iran), etc.
(e.g., raising of tariffs, quantitative restrictions on expofts, sanctions .
and industrial policies such as import substitution) )
Effects of own/other country’s trade promotion measures
(e.g., Tariff elimination and FTAs/EPAs entering into force) 0.0

otrer | - ° =)

Year-over-year comparison: t Increase ‘Decrease

Copyright © 2022 JETRO. All rights reserved.
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II. Future Business Outlook

5 | Future Business Outlook
(Plan to review business strategy)

m For all business strategies, more than 80% of respondents have no plans to review.

m About 20% of the companies answered that they have plans to review the sales strategy or
control/management system.

Plan to review Plan to review
the sales strategy procurement
(Single answer) (Single answer)

Plan to review
the control/management
system (Single answer)

Plan to review
production
(Single answer)

Copyright © 2022 JETRO. All rights reserved. 19




II. Future Business Outlook

6 Future Business Outlook
(Contents of the plan to review the business strategy)

m Most companies have plans to review sales destinations/procurement sources. With regard to review of
production, about 80% of the companies have plans to increase new investment/capital investment.

m In response to the COVID-19 pandemic, most companies answered that they will expand the utilization
of work from home and teleworking in the review of the control/management system.

Contents of the review of sales strategy Contents of the review of procurement
(%) 0 20 40 60 80 100 (%)0 20 40 60 80 100

1 . . .

I Review of sales destinations
i Rise in sales prices
L

Procurement from multiple sources
~ (to prepare for unforeseen 34.4
circumstances)Implementation .
(of multiple sourcing)

Promotion of digitalization including digital
marketing and Al utilization

Promotion of utilizing virtual exhibitions and
online business meetings

Launch and promotion of EC sales of your B 100

products Promotion of digitalization incIu_cIinc_g . 12.5
Reduction in sales prices JJ 7.1 (N=42) the utilization of EC sites (N=32)
. . nten f the review of th ntrol
Contents of the review of production Conte tsn?a;aSelgeﬁt sgsttene1 control/
(%) 0 20 40 60 80 100 (%)0 20 40 60 80 100
P T T T I ettty enlenton ey ettty et sttt oty 1
! Increase new investment / capital LS. 81 8 | | Expansion of the utilization of work _ 711 1
P 11 -1 11 S e e e bl from home and teleworking IS "~
Review of production site [} 45.5 Promoting management - 37.8
Promotion of automation / labor saving - 36.4 I bloca :jzatlon
. A P : [ Rationalization by reducin
Promotion of digitalization includin 33.3
introduction of IoT [Jij 27.3 personné:i -
Cancellation / postponement of new Adjustment to the compensation - 26.7
investment / capital investment . 18.2 package for staff )
ilizati ingi i _ Reduction in the number of -
Utilization of outsourcing including OEM . 18.2 (N=11) expatriates . 15.6 (N=45)
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Il. Investment Environment in the Middle East

1 | Total Number of Local Employees
(Changes in the past year and future plans)

m More than 60% of the companies answered that the number of local employees remained unchanged in
the past year and will remain the same in the future.

m By country, for Iran, 58.3% of the companies answered “decrease” in the past year.
For Kuwait, 40.0% of the companies answered “decrease.”

[Local Employees] Changes in the past year

By country (%)0 20 40 60 80 100
Overall(N=222) 63.1
Turkey(N=43) 60.5

Saudi Arabia(N=24) 62.5

EmiraEcJenle(cﬁd:?(r)%? | 223 2L
Qatar(N=10) WK 80.0 10.(
Bahrain(N=2) 100.0
Kuwait(N=5) 60.0 40.0
Oman(N=2) 100.0

Iran(N=12) 41.7 58.3
Israel(N=13) 69.2 7.7
Jordan(N=8) 75.0
m Increase m No change m Decrease
By Industry (%)0 20 40 60 80 100
Manufacturing(N=56) 51.8 12.5

Non-
manufacturing(N=166)

B Increase

66.9

No change m Decrease

Non-
manufacturing(N=158)

[Local Employees] Future plans

By country (%)0 20 40 60 80 100
Overall(N=213) 66.2 .0]
Turkey(N=42) 61.9
Saudi Arabia(N=24) 50.0
Emiratbs(N=o7) 66.0
Qatar(N=10) 80.0
Bahrain(N=2) 100.0
Kuwait(N=5) RieK0] 60.0 20.0
Oman(N=2)
Iran(N=11) 81.8 18.2
Israel(N=13) wiEHl 76.9
Jordan(N=7) 100.0
m Increase m No change m Decrease
By Industry (%)0 20 40 60 80 100
Manufacturing(N=>55) 63.6

67.1 7.6

m Increase m No change m Decrease
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Il. Investment Environment in the Middle East

2 Total Number of Japanese Expatriates
(Changes in the past year and future plans)

m The percentage of companies that answered “the number of Japanese expatriates remained the same
over the past year” (71.8%) and “will remain the same in the future” (90.1%) are both high.

m By country, for Iran, 66.7% of the companies answered “decrease” in the past year.

[Japanese expatriates] Changes in the past year [Japanese expatriates] Future plans
By country (%)0 20 40 60 80 100 By country (96)0 20 40 60 80 100
Overall(N=220) Overall(N=213)
Turkey(N=41) Turkey(N=40)
Saudi Arabia(N=24) Saudi Arabia(N=24) _
United Arab United Arab
Emirates(N =103, Emirates(N=09) B
Qatar(N=10) Qatar(N=9)
Bahrain(N=2) [ 100.00 Bahrain(N=2) [ 100.00
Kuwait(N=5) [FE100.00 Kuwait(N=4) F00100.0
Oman(N=2) [ a00.00 Oman(N=2) [ 100,00
Iran(N=12) _ Iran(N=12)
Israel(N=13) Israel(N=13) [ A00.00
Jordan(N=8) Jordan(N=8) [ A00.00
m Increase m No change m Decrease m Increase m No change m Decrease
By Industry (%)0 20 40 100 By Industry (%)0 20 40 60 80 100

Non- Non-
manufacturing(N=163) /.% 21.5 manufacturing(N=157) 54 3.8

m Increase m No change m Decrease m Increase m No change m Decrease
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Il. Investment Environment in the Middle East

3 All countries|
Investment Environment Advantages and Challenges

m  When asked about the attractions of investment environment, the highest number (50.4%) of companies
answered “market scale or growth potential.” “Positive image regarding Japan” came in second, but was down
9.2 points.

m For more than 50% of the companies, the issues were legal system operation-related, including “sudden
introduction or change of the system,” and “underdeveloped legal system or unclear legal system operation.”
“Increase in real estate rental fees” was up about 10 points year on year.

Advantages of the Investment Environment
(Multiple answers)

Market scale or growth potential | NJJJ BN 04 0.2 pt ¥
Positive image regarding Japan || NN 43 °.2 pt§
Good living environment for _ 41.2
Japanese expatriates .
Political/social stability ||| [ 364
Merits of a free zone / special
economic zone _ 34.2
Merits of tax systems (low corporate _ 32.9

tax and low income tax)

Sufficient infrastructure (electricity, _ 32.9

distribution, and telecommunication, etc.)

Less linguistic / communication _ 31.6

problems

Formation of local industrial clusters
by relevant companies _ 28.5

Sufficient labor supply - 14.5

No labor disputes [} 10.5
Industrial diversity . 8.8
Quick administrative procedures . 7.9
Good incentives for investment . 6.6
Other Jjj 6.1

Year-over-year comparison: t Increase ‘Decrease

(%) 0 20 40 60 80 100 (Multiple answers)

(N=228)

Challenges of the Investment Environment
(%) 0 20 40 60 80 100

Sudden introduction or change of the I
gsstem 55.75.2pt @
Underdeveloped legal system or W 5392.2 pt 4

unclear legal system operation
Slow administrative procedures | 38.2

Political or social instability | 36.8

Increase in labor costs _ 35.1

Increase in real estate rental fees i 21.5 9.7 pt &

Transaction risks (such as debt
collecting risk) I 21.5

Market scale or growth potential [l 20.2

Increase in administrative B 8.9
commissions
Regulations on foreign investment - 16.7

Import duty increase (increased rate
targetsj - 16.7

Linguistic or communication problems [l 15.4

Value-added tax (VAT) [l 15.4

Labor shortage or difficulty in
recruiting . 8.3

Insufficient infrastructure (electricity,
distribution, and telecommunication, etc.) . 7.5

Insufficient incentives for investment [Jj 6.6

Other | 7.0
(N=228)
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4

United Arab Emirates|
Investment Environment Advantages and Challenges

m About 70% of the companies answered “good living environment for Japanese expatriates” as the main
attraction, which was the highest . This was followed by “Merits of a Free zone” at 66.7%.

® Many companies cited issues with the legal system, but the percentage fell for many items, except for
“increase in real estate rental fees.”

Advantages of the Investment Environment

(Multiple answers)

Good living environment for Japanese
expatriates

Merits of a free zone / special economic
zone

Merits of tax systems (low corporate
tax and low income tax)

Political/social stability

Less linguistic / communication
problems

Sufficient infrastructure (electricity,
distribution, and telecommunication, etc.)

Market scale or growth potential

Formation of local industrial clusters by
relevant companies

Positive image regarding Japan
No labor disputes

Quick administrative procedures
Sufficient labor supply

Good incentives for investment
Industrial diversity

Other

Year-over-year comparison: t Increase ‘Decrease

()o 20

40 60 80

N 95
I <5/
I 510
I - 3
EX
I <7
I 0.0
B s

B s

B 62
B k3

B 24

| 29
| 1.9

- Geographical
advantage

| 1.9

(N=105)

Challenges of the Investment Environment

(Multiple answers)

Underdeveloped legal system or
unclear legal system operation
Sudden introduction or change of the
system

Increase in labor costs

Slow administrative procedures
Increase in real estate rental fees

Increase in administrative commissions

Market scale or growth potential

Transaction risks (such as debt
collecting risk)

Political or social instability
Regulations on foreign investment

Value-added tax (VAT)

Import duty increase (increased rate,
targets)

Labor shortage or difficulty in
recruiting

Linguistic or communication problems

Insufficient infrastructure (electricity,
distribution, and telecommunication, etc.)

Insufficient incentives for investment
Other

(%) 0 20 40 60 80

100

I 558
B 0.0 13.0 pt§
B 36.5
B 270

B 221 9.1 pteg
B 212 21.2pt Yy
B 212

B 192

Bl 173

Bl 144 11.7 pt§
B 67 10.7pty

B 4.8 | - Many competitors
| 2.9 - Inflation of living cost
' - Various regulations /

| 2.9 | certification systems
such as ESR, UBO,
| 1.0 | ESMA and RoHS
0.0 | * Commercial agency
g s system, etc.

(N=104)
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5 Saudi Arabial|

Investment Environment Advantages and Challenges

m The percentage of companies that answered “market scale or growth potential” as the main attraction
was 80%, the highest. The percentage for “Positive image regarding Japan” fell sharply.

m Challenges include the legal system, increase in labor costs, slow administrative procedures, value-added

tax (VAT) and many others.

Advantages of the Investment Environment

(Multiple answers) (%p 20 40 60 80 100

Market scale or growth potential ||| [ |G 2 ¢

Positive image regarding Japan [l 304 36.3 pt§

Formation of local industrial clusters by
relevant companies - 17.4

Sufficient infrastructure (electricity,
distribution, and telecommunication, etc.) - 13.0

Political/social stability . 8.7

No labor disputes . 8.7

Merits of tax systems (low corporate 4
tax and low income tax) I 3

Good incentives for investment I 4.3

Less linguistic / communication I 4.3
problems )

Sufficient labor supply || 4.3
Merits of a free zone / special 0.0

economic zone

Good living environment for Japanese (g
expatriates

Quick administrative procedures (.0

- Inexpensive and
abundant energy
resources

Industrial diversity (.0

Other I 4.3

. N=23
Year-over-year comparison: t Increase ‘ Decrease ( )

Challenges of the Investment Environment

(Multiple answers) (%) 0 20 40 60 80 100

Sudden introduction or change of the _ 83.3
system '
Underdeveloped legal system or _ 70.8
unclear legal system operation :
Increase in labor costs [ 62.5
Slow administrative procedures [ I 58.3
Value-added tax (VAT) [ 50.0
Political or social instability _ 37.5
Transaction risks (such as debt
collecting risk) I 375
Linguistic or communication problems [ 37.5 26.4 pt

Import duty increase (increased rate,
targets) BN 375

Insufficient incentives for investment | 33 3
Labor shortage or difficulty in
recruiting I 53 18.6pt §
Regulations on foreign investment [ 25.0
Increase in administrative commissions [l 16.7 27.7 pt§

Increase in real estate rental fees [l 16.716.7 pt ¢

Insufficient infrastructure (electricity, B 6.7 - Saudization
distribution, and telecommunication, etc.) : - Tax system

Market scale or growth potential || 12.5 - RHQ system
other lll 12.5 etc.

(N=24)
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6

Turkey|

Investment Environment Advantages and Challenges

m Turkey’s main advantages include “market scale or growth potential” and “positive image regarding
Japan,” which both ranked at the top at 73.3%.

m Challenges include sudden introduction of new business regulations, and social and political instability

(high at about 70%).

Advantages of the Investment Environment

(Multiple answers)

(%) 0

20

40 60 80

Market scale or growth potential || | NG 733
Positive image regarding Japan _ 73.3
I oo

Sufficient labor supply - 31.111.1 pt§
B 222

Formation of local industrial clusters by
relevant companies

Industrial diversity

Sufficient infrastructure (electricity,
distribution, and telecommunication, etc.)

Good living environment for Japanese
expatriates

Good incentives for investment

Merits of tax systems (low corporate
tax and low income tax)

Political/social stability

Merits of a free zone / special
economic zone

Quick administrative procedures

Less linguistic / communication
problems

No labor disputes

Other

Year-over-year comparison: t Increase ‘Decrease

.

.0

B 56 15.5pt§

B 33
B so
B so

j 44

- Geographical
| X

advantage
| 2.2 + Low labor cost

etc.
| 22
B ks
(N=45)

100

Challenges of the Investment Environment

(Multiple answers)

Sudden introduction or change of the
system

Political or social instability
Underdeveloped legal system or
unclear legal system operation
Linguistic or communication problems

Import duty increase (increased rate,
targets)

Slow administrative procedures

Transaction risks (such as debt
collecting risk)
Increase in labor costs

Increase in administrative commissions
Regulations on foreign investment

Increase in real estate rental fees

Value-added tax (VAT)

Labor shortage or difficulty in
recruiting
Insufficient infrastructure (electricity,

(%) 0

20 40 60 80 100

I 778
I 733
I /4.4 15.6 pt§
I 22
B 42.217.8 pt§
I 0.0

B 289

B 267

Bl 178

Bl 156 20.0 pt§

Bl 156

Bl 56
M so
Hs7

- Foreign
exchange risk
- Frequent change

distribution, and telecommunication, etc.) of laws
Market scale or growth potential [Jj 6.7 - Tariff system
Insufficient incentives for investment 0.0 - Additional
tariffs, etc.
other ll 13.3 !

(N=45)
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7 Iran|

Investment Environment Advantages and Challenges

® Iran’s main advantages include “market scale or growth potential” and “positive image regarding Japan,”

both ranked at the top at 76.9%.

m All companies answered “social and political instability” as challenges of investing in Iran. This was followed
by “underdeveloped legal system or unclear legal system operation,” which was high at 92.3%.

Advantages of the Investment Environment

(Multiple answers) (%) 0 20

Market scale or growth potentlal

40 60 80 100

76.9

Positive image regarding Japan ﬂ 76.9

Sufficient labor supply | 385 13.5 ptf

Industrial diversity - 30.8 14.1 ptg

Good living environment for Japanese . 7.7
expatriates ’

No labor disputes ] 7.7
Merits of tax systems (low corporate 0.0
tax and low income tax) =

Merits of a free zone / special ( g
economic zone

Political/social stability .0

Sufficient infrastructure (electricity,
distribution, and telecommunication, etc.) 0.0

- Abundant

natural
resources

- Recovery of

demand after
lifting economic
sanctions

Formation of local industrial clusters by 0.0 16.7 pt§

relevant companies
Good incentives for investment 0.0
Quick administrative procedures 0.0

Less linguistic / communication 0.0
problems -

other [Jij 15.4

Year-over-year comparison: t Increase ‘Decrease

(N=13)

Challenges of the Investment Environment

(Multiple answers) (%)0 20 40 60 80 100

ﬂZB

I 535 26.5 pth

I S5 526.5 Pt
I 462

Sudden introduction or change of the

system I 46.2 26.5 pty

Increase in real estate rental fees [ 38.5
Insufficient incentives for investment [ 38.5
Slow administrative procedures [l 30.8 32.8 pt§
Increase in administrative commissions [l 23.1 14.0 pt#

Increase in labor costs B 23.1 14.0 ptg
Import duty increase (increased rate,

targets) B 154
Linguistic or communication problems §77 19.6pt§

Political or social instability
Underdeveloped legal system or
unclear legal system operation
Regulations on foreign investment
Insufficient infrastructure (electricity,
distribution, and telecommunication, etc.)
Transaction risks (such as debt
collecting risk)

Value-added tax (VAT) l 7.7 « Economic
Market scale or growth potential g g sanctions by
' the U.S.

Labor shortage or difficulty in 0.0
recruiting -

Other 0.0

- Tax and social
insurance, etc.

(N=13)
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Israel|
8 Investment Environment Advantages and Challenges

m As for advantages, “less difficulties regarding language or communication” ranked first at 60%. The percentage
increased for many other items from the previous year, but “positive image regarding Japan” decreased from
the previous year.

m The percentage was the highest for social and political instability, which rose significantly from the previous
year. The percentage was also high for increases in labor costs and real estate rental fees.

Advantages of the Investment Environment Challenges of the Investment Environment
(Multiple answers) (%)0 20 40 60 80 100 (Multiple answers) (%)0 20 40 60 80 100
LessIinguistic/commgrncict:)aluéinc;r; B 652620t Political or social instability ﬂteg,z

Positive image regarding Japan _ 53.822.7 pt§ Increase in labor costs 69.2
Increase in real estate rental fees 61.5

Market scale or growth potential _ 46.2 22.7 ptiy
Sufficient infrastructure (electricity, |NSSSSSSSN 38 5 26.7 ptf Slow administrative procedures [l 23.1 14.4 pt§
Value-added tax (VAT) [l 23.1 10.6 ptf

diétribgtli_on, and t_elecommu?icaicion, etc.)
ood living environment for Japanese - 30.8 13.2
. .2 ptg

expatriates Increase in administrative commissions - 15.4
Good incentives for investment 30.8 13.2 pt Labor shortage or difficulty in
] 1 0 M 15.4
Industrial diversity [l 30-8 19.0 ptg Linguistic or communication problems [Jill 15.415.4 ptf
i i i Underdeveloped legal system or
Formation of local 'r;gﬁasvtg'ﬁtl (czlounsqt;aargigz Bl 54 19.9pty unclear legal system operation Ml 7.7 11.1 pt§
Merits of tax systems (low corporate Import duty increase (increased rate, |
tax and low income tax) . 7.7 Sudden introducti h tar etths) ’
Merits of a free zone / special udden introauction or change or the 7.7 11.1
economiczone 0.011.8 pt§ , . system [ pt‘
. _ . Regulations on foreign investment g o | * Possibility of armed
Political/social stability 0.0 - Many startup 4 énsufficientd inflrastructure (electricity, 0.0 conflict with
; istribution, t ication, etc. . i i i
Quick administrative procedures (.0 companiess ISty |.or.1 an_ € ec.ommum'ca lon, etc.) . Ijl_elghborlng countries
_ - New Insufficient incentives for investment 0.0 LaX systgm lati
No labor disputes g o fcechnoLlees and Transaction risks (sl,luch as dellzt 0.0 reagvgid?gg {ﬁg%r:rzgpesr
. Innovation collecting ris ' ?
Sufficient labor supply 0.0 Market scale or growth po?entia)l 0.0 of intellectual property
) outside Japan
Other N 15.4 Other |l 7.7| - Visa expiration date,
Year-over-year comparison: t Increase ‘ Decrease (N=13) (N=13) etc.
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Investment Environment Advantages and Challenges

m Among advantages, “social and political stability” and “sufficient infrastructure” ranked first, both at 60%.
m Legal system ranked high in challenges. 70% answered “slow administrative procedures.”

Advantages of the Investment Environment

(Multiple answers) (%)0 20 40 60 80

B 0.0
B 0.0
I 500 20.6 pty
B /0.0

B 00

B :0012.4 ptg
B :00

B 00 11.2pt§
B 20.0

No labor disputes - 20.0

Good incentives for investment . 10.0

100

Political/social stability

Sufficient infrastructure (electricity,
distribution, and telecommunication, etc.)

Positive image regarding Japan

Good living environment for Japanese
expatriates

Merits of a free zone / special
economic zone

Market scale or growth potential

Formation of local industrial clusters by
relevant companies

Less linguistic / communication

) problems
Merits of tax systems (low corporate
tax and low income tax)

- Have the
ability to pay

Quick administrative procedures . 10.0
Sufficient labor supply 0.0 17.6 pt‘
Industrial diversity g g

Other . 10.0

Year-over-year comparison: t Increase ‘ Decrease (N=10)

Challenges of the Investment Environment

(Multiple answers)

Sudden introduction or change of the
system

Underdeveloped legal system or
unclear legal system operation

Slow administrative procedures

Market scale or growth potential
Increase in administrative commissions

Increase in labor costs
Value-added tax (VAT)

Regulations on foreign investment
Increase in real estate rental fees

Insufficient infrastructure (electricity,
distribution, and telecommunication, etc.)
Labor shortage or difficulty in

i ) recruiting

Import duty increase (increased rate,
targets)

Political or social instability

Insufficient incentives for investment

Transaction risks (such as debt
collecting risk)

Linguistic or communication problems
Other

(%) 0

20 40

60

80 100

0.0
0.0
70.0

BN 00 10.6 pth
B 0.0 30.0 pth

B 200
B 20.0
B 100
I 100 10.0 ptg
I 100 10.0 pt
Il 100 10.0 ptg
10.0
[ + Working visas
0.017.6 pt§| are not issued.
0.0 + Frequent
changes in the
0.017.6 pt§ | company
0.0 registration
' system, etc.
B 100

(N=10)
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10 Positioning of the Middle East in the Global Business Strategy
(Comparison between five years ago and five years from now)

m When asked about the position of the company on the Middle East, the most common answer was
“unchanged,” both five years ago and over the next five years.

m The response “it will become more important” over the next five years increased to 36.2%.

Positioning Compared to Five Years Ago

Importance decreased Not sure 2.2%
9.8%

Importance
increased
27.2%

N=224

No change
60.7%

“Importance increased”
- Hydrogen and fuel ammonia for decarbonization
« Startups/Technology
- Base to expand into African markets
- The role as the manufacturing base
“No change”
- Importance as a source of primary energy
remains unchanged
“Importance decreased”
- Rise of political and economic risks
- Economic sanctions
- Concerns about the future of oil-related
industries due to decarbonization

Positioning Over the Next Five Years

Not sure
Importance 9.8%
decreasing 4.

No change
50.0%

“Importance increasing”
- Normalization of diplomatic relations between
Israel and Arab countries
- Production base for green energy
- Population growth, growth markets
- Geographical advantage including Africa
“No change”
- The importance of existing businesses in the
resources and energy fields will remain unchanged.
- Conflict risk
“Not sure”
- The speed of decarbonization is uncertain.
- Depending on political stability
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11| Positioning of the Middle East in the Global Business Strategy
(Contribution to the Country)

m The total of “Already contributing” and “somewhat contributing” is about 80%.

m When asked about the content of contribution, the most common answer was “trade expansion,” at
45.7%. This was followed by “employment creation,” at 35.1%.

Contributing to the economy of the country Content of contribution to the Middle Eastern economy
in which the company operates (Multiple answers)

(%) -10 10 30 50
Not

Not sure 3.5%

contributing Trade expansion _ 45.7
1.8%
Employment creation _ 35.1
Investment expansion 26.6
Infrastructure development 26.1
Human resources development _ 25.5
coﬁg?tfft»i/ng Hiring talent in the Middle East _ 18.6
47.1% Expansion of local procurement - 11.7
Contribution to industrial policy 11.2
Resolution of social issues 6.9
Creation of new industries 3.7
Technology transfer 3.7
CSR activities 3.7
Other 5.3 (N=188)
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1 2 Positioning of the Middle East in the Global Business Strategy
(Content of Contribution, by Country)

m By country, for Iran, Turkey and Saudi Arabia, the highest percentage was for “employment creation.”
m For Israel, the percentage of “investment expansion” was high.

Content of contribution to the Middle Eastern economy (Multiple answers)

Turkey (%) 0O 20 40 60 80 100 Qatar (%) 0 20 40 60 80 100
i Employment creation | 556 | Trade expansion NG 55.6
T T e T e T T ! Infrastructure development 33.3
Trade expansion | 50.0 H“magvféﬁgo%g%%_ 222
Human resources development N 44.4 Employment creation Ml 11.1
i Investment expansion 11.1
Investment expansion 38.9 sk Contribution to ind%s(')tﬁial 111
Infrastructure development 27.8 (N=36) Technology transfer 111 Nt
Saudi Arabia (%) 0O 20 40 60 80 100 Other N 11,1

Human resources development

e e e e
t Employment creation ININNNNNN 62.5 |

rade expansion NN 50 .0
UM 0/SERe: I— 375

Investment expansion

i evelopmen
N _ Trade éxpan5|on I 518 ~ Investment expansion 12.5
Hiring talent in the Middle East [N 27.3 (N=22) Hiring talent in the Middle pug 125 ey
Infrastructure development 12,5 N=
United Arab Emirates (*) 0 20 40 60 80 100
[0)
Trade expansion N 42.9 e AR
Infrastructure development 28.6 i Investment expansion SRl 83.31
- Trade expansion GGG 6.7
Employment creation 26.2
POy _ — Employment creation [N 50.0
Investment expansion 13.1 Humgn I source%_ 33.3
evelopmen .
Hiring talent in the Middle East - 13.1 (N=84) Hiring talent in the Iggls% Il 333 (N=12)
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Promise




1 | Business Areas with Future Promise

m When asked about business areas with future promise, 53.0% of the companies answered “resources /
energy,” which was the highest. This was followed by “infrastructure” at 42.3%, far exceeding “consumer
market” and others.

m Overall, the response rate decreased from the previous year.

Business areas with promise in the future market
of the home country or the Middle East (Multiple answers)

(%) O 10 20 30 40 50 60

Resources / Energy 53.0 5.7 pty

Infrastructure

42.3 16.4 pt§

Consumer market 29.3 15.0 pt§

Service industry 23.3 29.3 pt§

New industry

20.9 40.8 pt§

Manufacturing 10.2 5.0 pt&

ok
o

Other

Year-over-year comparison: t Increase ‘ Decrease (N=215)
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VI. Business Areas with Future Promise

2 Business Areas with Future Promise
(by Country)

m By country, for Iran and Qatar, more than 90% of companies answered “resources / energy .
m For Israel, 75.0% of companies answered “new industries.”

”

Business areas with promise in the future market
of the home country or the Middle East (Multiple answers)

(%)
100
81.8
81.8
80
60
42.1 42.1 >0.0
42.1
40 36.5 36.4
28.9 30 4 26.0
23.1
21.121.1 20.0 .
20 16 3 16. 7
4.3 I5 8 II 8 3 00,
0 O 0
Turkey Saudi Arabia United Arab Iran Israel Qatar
(N=38) (N=23) Emirates (N=11) (N=12) (N=10)
(N=104)

m Resources / Energy m Infrastructure Consumer market Service industry m New industry m Manufacturing Other
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VI. Business Areas with Future Promise

3 Business Areas with Future Promise
(by Category -1-)

m By field, renewable energy, hydrogen, and ammonia ranked high in “resources / energy.”

m In “infrastructure,” more than 50% of the companies answered electricity and water, followed by urban
development.

Resources / Energy Infrastructure
(%) 0 20 40 60 80 (%)0 20 40 60 80

i Renewable energy i Electrical
I power
i
1
1
1
1

power, etc.)

1
1
1
1
1
1
1
1
- vverogen | <
1
1
1
1
1
1
1

_____________________________________________________

__________________________________________________________ 1

Carbon recovery
Port

Oil

36.0

24.3 Airport

Energy-saving

15.7

Other . 5.6
(N=111) (N=89)
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VI. Business Areas with Future Promise

4 Business Areas with Future Promise
(by Category -2-)

m In “consumer market,” 55.9% of the companies answered food products, and in “service industry,”
51.1% answered medical and health care services.

m Answers were divided for “new industries,” but e-commerce and electric vehicles (EVs) came out on top.

Consumer market Service industry New industry
(%)0 20 40 60 80 (%) 0 20 40 60 80 (%) 0 20 40 60 80
ittt bty ettt bt btk i - s ey e i st oo oo ey B | 1
' Food ccg | | Medical / health 5111 |  E-commerce I +8.8 i
l I N ——. A U R 1 I 1 H
| L : S | Electric vehicles I 465 |
Logistics / shipping 44.7 L SaT S—— T
Daily goods 47.5 infrastructure - 39.5
Tourism 34.0 Startups - 37.2
Transport equipment
(motorcycles, motor 47.5 Information services 31.9 107 I 34.9
vehicles, etc.) .
! 32.6
Education 3.4 Cyber security -
Home appliances 28.8 Water technology - 30.2
Fi .
inance / insurance 21.3 AL - 7.9
Babies and children 20.3 Culture / sports 17.0 Smart agriculture [N 27.9
20.9
Food (restaurant) 14.9 Robots -
Women 16.9 _ _ Big data [l 18.6
Professional services (law 8.5
firms, consultants, etc.) ' Contents i 14.0
Other 6.8
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VI. Business Areas with Future Promise

5 Business Areas with Future Promise
(Resources and Energy / by Country)

m Expectations for renewable energy are highest for Turkey, UAE, and Saudi Arabia.
m In addition, “hydrogen” and “fuel ammonia” were also common answers, occupying the top positions.

Turkey 0 20 40 60 80 100 Qatar 0 20 40 60 8 100
(%) (%)
{Renewable energy |G O3 5 Hydrogen |  00.0
""E'r?ér'g'i'sé'v'lﬁa"'_"'"""""""""5'6'_5 """"""" Fuel ammonia | 1 00.0
Hydrogen | 43.3 Natural gas | 773
Fuel ammonia [N 31.3 Renewable energy |G 6.7
Carbon recovery | 25.0 Carbon recovery [N 6.7
Natural gas | 25.0 Ol 1 333
Oil Energy-saving | 33.3
Other 0.0 (N=16) Other 0.0 (N=9)
Saudi Arabia United Arab Emirates

Hydrogen Hydrogen ~ I 5.7

Fuel ammonia | 56.9
Natural gas | 43.1
Oil I 1.2

Carbon recovery |G 39.2
Energy-saving Energy-saving | 15.7

Other i 7.1 (N=14) Other | 3.9 (N=51)

Fuel ammonia
Carbon recovery
Oil

Natural gas
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VI. Business Areas with Future Promise

6 Business Areas with Future Promise
(Infrastructure and New Industry / by Country)

m For infrastructure, a high percentage of companies answered “electricity,” but for Turkey, “hospitals” was

" o u

high, while in the UAE it was “urban development”, “water” also attracted attention in Saudi Arabia.

m As for new industries in Israel, about 90% of the companies answered they had high expectations for
“startups”, followed by “cyber security” at about 70%.

0 20 40 60 80 100

Turkey 0 20 40 60 80 100 United Arab Emirates
(%)
Electrical power

Electrical power

Water
Urban development Port
Water Railway
Railway Road
Port Airport
Road Hospital
Airport Other

Other (N=16)

Saudi Arabia 0 20 40 60 80 100

(%)
Electrical power . 72.7

Urban development N 54.5

Smart agriculture
E-commerce

Hospital N 45.5 Electric vehicles (EV)
Port N 18.2 Water technology
Railway [l 9.1 ) Big data
Smart infrastructure
Road 9.1 Robots
Airport 0.0 Contents Q.0
Other 0.0 (N=11) Other 0.0 (N=9)
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VI. Business Areas with Future Promise

7

Reference| . .
Business Areas with Future Promise (Green Industry)

m Qil-producing countries in the Gulf such as the UAE and Saudi Arabia are promoting decarbonization
initiatives. Their initiatives are attracting a lot of attention.

m High interest in the potential of renewable energy, especially solar power.

Green Promotion Measures and Projects in the UAE and Saudi Arabia

- .~ : Major solar power

® UAE Energy Strategy 2050
(2017)

@ National Climate Change Plan
(2017-2050) (2017)

® UAE Environmental Policy

@ Greenhouse gas
reduction target: 23.5%
by 2030, achieving
carbon neutrality by 2050

® Increase the percentage
of clean energy in power

@ Masdar Solar Project, Abu
Dhabi

® Mohammed bin Rashid Al
Maktoum Solar Park, Dubai

® Noor Abu Dhabi Solar

UAE (2020) _ r Power Project (Sweihan
@ Contributions Determined by =~ J&neration to 50% by Solar Power Plant)
the Country to the Paris 2050 o ® Al Dhafra Solar Project,
Agreement (2020) OfE{educe CO2 emlss?ns ] Abu Dhabi
® National Water and Energy rom power generation by
Demand Management /0% by 2050
Program (2021)
® Saudi Vision 2030 ® Increase power ® Sakakah (Al-Jawf Province)
® Saudi Green Initiative (2021)  generation using ® Rabigh (Mecca Province)
i itiati renewable energy to 58.7 @ Sudair (Riyadh Province
Saudi ® Saudi Green Initiative (2021) GW by 2030 (including 40 oJeddah((Myecca Province;
Arabia GW from solar power and

16 GW from wind power)

® Achieve carbon neutrality
by 2060

(Source) Created by JETRO based on various materials
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o Reference]| _ _
Business Areas with Future Promise (Other)

m In Israel, the UAE and Turkey, there are also new developments in startups and digital content.

m Expectations are high for the growth of the healthcare industry as a result of the COVID-19 pandemic and
the further spread of Japanese cuisine.

Startups

Startup to produce eco-
friendly alternative
plastics from olive seeds
(Turkey)

(Photo) Courtesy of Biolive

ﬂl’hoto) Ramen speqm
Haleta-lkko sha

Japanese food f |
il

Digital content

(Photo) Courtesy of ByondXR

Japanese food is
popular in Dubai.
The number of
specialty ramen
stores has increased ||
in recent years
(UAE)

IKKOUSHA RAMEN

Metaverse (virtual
reality space)
technology provided
to leading cosmetics
brand (Israel)

(photo by JETRO)
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VI. Business Areas with Future Promise

9 Future Investment Destinations:
Rankings and Company Comments (Multiple Answers)

- S(ste Reason (Company Comments) N=212

o T g e ey g e e g e S o 3 S e g e S S e S o e e e o o e o g

. . and growth potential, investment in infrastructure and construction, e
1 Saudi Arabia 59.4 development (according to Vision 2030), petrochemical projects, changes in
logistics demand, relationship withran
> United Arab 50,5 dependence on oll, crude oil and natural gas, growth potential, Mic
Emirates = technology) hub, upgrading of the oil industry, increasing demand for luxury goods,
EVs and automated driving
3 Lifting of sanctions by the U.S., political and social situation, oil and gas, population
Iran 40.1 5nd market size, automobile industry

Natural gas and LNG, oil industry, renewable energy, resumption of diplomatic
4 Qatar 32.1 relations with Saudi Arabia and the UAE, relations with GCC and Turkey, etc.,
impact of the World Cup, growing demand for luxury goods
Domestic market size and growth potential, bases for Europe, political and social
5 Turkey 29.2 situation, exchange rate trends, policy interest rate trends, business partners for
expansion into Africa, tourism industry, Japan-Turkey EPA

Startups, new technologies, attractiveness as a hew market, political and security

6 Israel 17.5 situation, normalization of diplomatic relations with Middle Eastern countries

7 Oman 17.0 Rg(éasg?tnization (renewable and new energy, hydrogen and ammonia), oil industry,

8 Kuwait 11.8 Oil and energy, hydrogen and ammonia, seawater desalination, aging
infrastructure, growing demand for luxury products

9 Bahrain 10.8 3(ielnilglt1jdenergy, banking transaction needs, country risk, and changes in logistics

10 Jordan 8.5 Er;i;l‘ta(ssztilﬁtuorsccéi\;gﬁpgGi-?;,q ():hemical products materials, key point in the Middle

*  Other 9.4 For “Other,” 11 out of 20 companies answered Iraq
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V. Impact of normalization of diplomatic relations with Israel

1 Impact of Normalization of Diplomatic Relations
with Israel on Business

m 58.1% of the companies said there is no impact on their business with regard to the normalization of
diplomatic relations with Israel. This is the highest percentage. 23.6% answered there are advantages.

m By country, for Israel, about 70% of the companies answered there are advantages , which is relatively
higher than in other countries. The percentage is low at 28.3% for the UAE side.

Impact of Normalization of Diplomatic Relations with Israel on Your Company’s Business

(%) 0 20 40 60 80 100
Turkey(N=44) 68.2 13.6
Not sure
17.5% Advantages Saudi Arabia(N=24) 70.8 12.5
23.6%
Disa €s United Arab 0§19
28.3 51.9
0.9% Emirates(N=106) 18.9
N=229
Qatar(N=10) L4eH4¢ 60.0 30.0
Iran(N=13) i 53.8 I 30.8
No impact
0,
Sl Israel(N=13) 69.2 15.4 15.4

m Advantages No impact m Disadvantages Not sure
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V. Impact of normalization of diplomatic relations with Israel

2 act of Normalization of Diplomatic Relations
Wlt Israel (Reason for advantages)

m About 70% of the companies answered “increase in business opportunities,” which was the highest. This
was followed by “trade and investment expansion.”

m Only 20% of the companies answered “company tie-up and participation in projects.”

Reason for selecting the advantages (Multiple answers)

(%) 0 20 40 60 80

Increase in business
opportunities

Trade and investment 392
expansion '

Company tie-ups and

participation in projects

70.6

Improving operational
efficiency

Simplifying procedures 5.9 Stabilization of the
balance of power within

the Middle East,
safety of expatriates,
Other 11.8 ease of travel, etc.

(N=51)
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V. Impact of normalization of diplomatic relations with Israel

3 | Reference] Main contents of cooperation _
as a result of normalizing diplomatic relations

m After the normalization agreement between Israel and the UAE, the two sides announced a series of
cooperative projects. The conclusion of an FTA is also being negotiated.

m There is a wide range of fields, including measures against COVID-19 (medical care), tourism, finance,
logistics, energy, free zones, and advanced technology and startups.

Major collaborations announced between Israel and the UAE

“ Main contents of cooperation

Cooperation in the development of a COVID-19 test kit, joint research in
COVID-19 /Medical the field of regenerative medicine (cell therapy), and collaboration on the
practical application of infection detection technology, etc.

Launch of direct flights, signing of a visa-free travel agreement, and a
Aviation / Tourism memorandum of cooperation between Israeli tourism-related companies
and major UAE tourism companies

Establishment of a joint committee, memorandum of cooperation among
Banking / Finance major banks, investment by UAE investors in contingent convertible
bonds of the Bank of Israel, etc.

Memorandum of cooperation between DP World, Dubai Customs and
Israeli port operators on port development, customs cooperation, etc.

Port / Logistics

Resources / Energy Masdar Invests in Israeli EDF's Renewable Energy Project
Memorandum of Cooperation between the Federation of Israeli Chambers
Free zone of Commerce and the UAE Free Zone Authority, including JAFZA and
DAFZA
Partnerships in Al research institutes, fintech, agritech (water research
Technology / Startups institute), mobility (advanced driver assistance systems, linear hydrogen

engines), etc.; organizing the GITEX bilateral economic summit
(Source) Created by JETRO based on various materials
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Inquiries regarding this publication

Japan External Trade Organization e +81-3-3582-5180
(JETRO)
Overseas Research Department @ ORH@jetro.go.jp
Middle East and Africa Division 6F ARK Mori Building, 1-12-32,
0 Akasaka, Minato-ku, Tokyo
107-6006

m Disclaimer

Responsibility for any decisions made based on or in relation to the information provided in this material shall rest solely on the reader. JETRO
makes every effort to provide accurate information and data. However, JETRO cannot be held liable to any extent whatsoever for damages or
losses arising from the use of information in this report.

All rights reserved.
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