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1 Purpose of the survey
The purpose of this survey is to understand the business conditions of JapaneseimoiEargemasidess environment in Aaterica. Also
to provide information withtontribute the promotion of business environment improvement in LatintArhelicdsgrachese companies on
their overseas business strategy drafting.

2 Survey coverage
AJapahé s & ofadountlies fniLatimPingrimampanies that has at [E@stof capital contribution from their parent firm inchagiaxg,
directand indirect investmegnt

3 Survey methodpé&riod

Questionnaire survey, T&tNov22, 2017

4 Valid responses
50.4% (40/ 827)

5 The number of respondents companies by category

No. of i .
No. of 9 _0 cgmpames Breakdown of industry type Breakdown of company scale
companies participating in surve = — — _ — = — = — Valid
targeted for : .| Percentagg on- ercentagd . ercentage ! | Percentagd ocponse
¥ vaid | Counry | Manufchi - iy ion| manufacturin - distributon| 3" | gistribution > © ™ gistribuion d b o
survey responses| percentagel industry . . . company sized compa rate (%)
(companies (companies|distribution (¢ (companies within indusy  industry | within indust (companies company sc (companies company s¢
type (%) | (companies| type (%) (%) (%)
Mexico 400 177 42.4 98 554 79 44.6 147 83.1 30 16.9 44.3
Venezuela 19 14 3.4 4 28.6 10 714 13 92.9 1 7.1 73.7
Colombia 35 30 7.2 11 36.7 19 63.3 26 86.7 4 13.3 85.7
Peru 25 19 4.6 7 36.8 12 63.2 14 73.7 5 26.3 76.0
Chile 58 37 8.9 8 21.6 29 78.4 30 811 7 18.9 63.8
Brazil 237 99 23.7 46 46.5 53 53.5 83 83.8 16 16.2 41.8
Argentina 53 41 9.8 14 34.1 27 65.9 36 87.8 5 12.2 77.4
TOTAL 827 417 100.0 188 45.1 229 54.9 349 83.7 68 16.3 50.4
6 Note

The survey was implemented since 1999, and this fiscal yg8thtiras tithe survey was held. The values listed in the chart have been rot
up, so totals will not always becoite 100
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Transportation equipment parts (Motor vehicles/Motorcycles)
Transportation equipment (Motor vehicles/Motorcycles)
Electrical machinery/Electronic devices (Including parts)
Food/Processed food, agricultural or fishery products

Plastic products

Chemical and allied products/Petroleum products

Textiles (Spinning/Woven fabrics/Chemical fibers)
Medicines

Iron and steel (Including cast and wrought products)

Fabricated metal products (Including plated products)

General-purpose machinery/Production machinery (Including molds and
machine tools)

Business oriented machinery (Including office machines, analytical
instruments and medical equipment etc)

Non-ferrous metals

Information and communication electronics equipment

Textile apparel/Textile products

Rubber products

Transportation equipment (Railroad vehicles/Ship/Aircraft/industrial trucks)
Lumber/Wood products

Ceramic/Stone and clay products

Furniture/Fixtures

Lather tanning/Leather products/Fur skins

Transportation equipment parts (Railroad vehicles/Ship/Aircraft/industrial
trucks)

Other

61

(companies)
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Nonmanufacturing iIndug@dp
0 20 4

companigs

0

60
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Sales company

Wholesale and retail trade (Including trading)
Transport activities/Warehouse

Finance and insurance

Mining

Construction/Plant

Agriculture and forestry

Information and communications (Including software)
Professional and technical services
Accommodations/Travel/Restaurant
Fisheries

Real estate

Education | 1

Medical, health care and welfare 1
Electricity/Gas/Heat supply/Water |

Amusement/Living-related services | O

Other services

(companies)




~

A 80% of companies in Central and South Americhbagquarters in Japan or North America
A Among individual countries in the region, Mexico has the highest number of compéwaies thedidquarters |n

North America.

A Many companies in countries to the soutbaddmbidave headquarters in Brazil, which is closer in distan

o
S

Proportion of Latin American business consolidation regional
headquarter locations

m Headquarters in Japan m Regional headquarters in North AmerizaRegional headquarters in Latin America  ®m Other
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Latin America(n=41

1.7
Mexico(n=176 2.3
Venezuela(n=14
Colombia(n=30
Peru(n=19
Chile(n=37
Brazil(n=97 10

Argentina(n=4
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Overview:
Recovery of resource prices and increased sales in the local markets has contributed t
for Japanese companies, mainly in major Latin countries such as Chile, Colombia and
economy has been in a recovery trend thanks to the high value of natural resources, Jaj
companies in the country are also steadily taking on a more positive outlook. One remar
from the previous year i s Argentinads ¢

logistics. In terms of future business expansion in Mexico, ripple effects from the reneg
are also appearing for the first time. In Venezuela, some companies have been moving
reduce the scale of business or withdraw from the country.

Brazil and Paraguayhe ratio of companies predicting for a deficit dnabigbdnks to
increasebbcal saleandcost reduction effoBeme companies have been cons&#engm
Paraguay as a means of escaping fnABrazil

Chile:While operational profits have improvedinttie dsedxportdhrought by the copper price recover

natural resources and expansion of domestic demand, price competition within the domestic mark

ArgentinaWith the continued improvement of the business environment, opportunities for incree
adding new functions have appeared.

MexicoCurrent business is steady. Some companies have taken a cautious attitude toward expa

because of the uncertainty of NAFTA's renegotiation.

o
f

e

1S
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Supplemental
- While the ratio of companies answering that they will see an operational profit in 2017 was 62.1% acrogsahihecspome tereiagthe previo
year (61.5%), the ratio of companies in the red decreased by 6.6 points. The diffusion index of this yeartstnofstréopitaeid uso/ear Y12(07.8).
(Document 1, Page 9 in the attached report)
- In forecasts for operational profit in 2017 compared with two years ago, the answer of "remaining at thel fame2é\88t toc36a3¥, and that

"declining" decreased from 30.2% to 22.1%. There are indications that the business performance of Japanesewavipgriesiawile@conom

recovery in the regi@ocument 8, Page 10 in the attached report)
- In forecasts for operational profit in 2018 compared with one year ago, the ratio of "improvement"” increas¢8209%§2dyuttgmi3, Page 17
the attached report)

- Concerning the orientation of business development in the near future, companies in Colombia and Peruitstecd spariseshewtpdke ratio of

those reporting that they will expand business in the next one or two years at 73.3% in Colombia and 73diznsd?éeticaletle gradmic
recovery in the country, the ratio of companies in Brazil expecting to expand business increased by ovét b(bp@mAts FoondereZuela, the

answer of "transferring to a third country/region or withdrawal from current local market" (21.4%) wamesosmnthe #msestwas included injtl

guestionnaire in 20D3bcument 4, Page 24 in the attached report)

- Regarding the greatest competition in the same field, companies in Colombia and Peru increasingly tend tesi(evi@hareseszaspdrom 16.
to 20.0% in Colombia, and from 17.45% to 31.6% in Peru). In Colombia, this result seemed to come from it Cohdsat coenpambe increas
from 20 to 70 over the past two ([Bacsment 5, Page 33 in the attached report)

Brazil and Paraguay: Early indications of economic recovery, including a drop in half of companies expecting tq thairkshe iedreased domesti
sales and cost reduction. Some companies have been considering
- The operating loss forecast in 2017 by Japanese companies in Brazil was down by almost half friiDodh®8att6,F362% 9 in the attached report)
- This result is partly thanks to the fact that the country was able to break free from a recession in 201éhzamtitimtetmvestig.d
- There was a shift in the diffusion index (used to gauge business sentiment) from negative in the prewidus ygaY t® BositB/e (

- Behind the recovery of the operating profit forecast for 2017, the ratio of companies reporting "increasedielesignifleafdlyaincreased from 43.8%

75.6%. Focusing efforts on reducing costs in management such as for labor administration, utility ancftel agraardfiieciiment 8, Page 11 in
the attached report)

- On the other hand, since high business costs, collectively referred to as "Brazil cost,” seem to still hagerapninpiatd mmeseaompanies, the ratio
"complex procedures for customs clearance" (78.8%), " increased labor costs" (66.7%) and "labor disputebfamsintsd €3&/epeae high level as
results of the previous year. In the meantime, the ratio of companies citing "currency volatility" decredsea B§% tar§6.8%tetiue to stabilization of

exchange ratd®locument 9, Page 51 in the attached report)

-12.1% of Japanese companies in Brazil are considering include to Paraguay ir{DioeumeetatidrPage 76 in the attached report)

Df
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2 Chile While operational profits have improved owing to the increase in exports brought by the price recovery in natueattespartgsn of domesti':
demand, price competition within the domestic market has intensified.

- With the background of the price recovery in natural resources since the second end of 2016, the operafihg mofddseedashirt2.2% to 75.7%.
(Document 11, Page 9 in the attached report)

- The diffusion index in 2017 approximately quadrupled from the previous survey (up to 46 from 10.8), whielerenaradee thantisrpogood condition.
(Document 12, Page 10 in the attached report)

- Driven by the recovery of resource prices, "increased sales through expanded exports" received the highesteatimbanelspontdesmerica as the rea
for improvement in operating profit forecast fDo20dient 13, Page 11 in the attached report)
- In addition to that, a trend in strengthening functions for prodygimgagnerediucts (up to 23.5% from 11.8YhH aatiHeidded products (up to 17.6% frarn
5.9%) has been seen. Japanese companies are considering expanding such production functions within thexpegtiogdhs éxpareaos of domestic
demand and expofBocument 14, Page 28 in the attached report)

- Meanwhile, price competition has intensified due to import products increasing through expansion of domestitaheofigandblEonthéaged in terms of s
or management, the ratio of companies r espondi nd§g9%l) becdmingtberhighes mspange
Latin Americdocument 15, Page 35 in the attached report)

3 ArgentinaAs the business environment continues to improve, opportunities for increasing sales and creating new businesscoogdls Japanese
companies.

-The recovery of Argentinads macro economy | ed t entinex ligher ronodB toB1.7) ttheo
that of the previous y@aocument 16, Page 10 in the attached report)
- Among reasons given for predicting an improved operating profit, the ratio of companies pointing out "incedasarketiiesactbd 94.1%. In addition|tc
that, the ratio of those citing "effects of government policies" (11.8%) was the highest in Latin Americaaeccompdhiéasdataniinistration's business
friendly poligpocument 17, Page 11 in the attached report)

- Concerninfgnctions to be expanded in the next one or two years, "R&D" (12.0%) and "regional headquarters functionit¢t6i0éaeshasdilin the
previous year, while the ratio for "logistics function" increased from 15.4% to 24.0%, indicating resportararits\aeausnmgahmggidocument 18, Page 28
in the attached report)

4 Mexico Current business is stable. Some companies are taking a cautious stance toward expanding business due to theromamtaityAETA's
renegotiation.

- Since Mexico's diffusion index for 2018 was the highest (51.4) across the region, numerous companies setgingetishesgBpcument 19,
Page 17 in the attached report)

- However, regarding future business expansion in the next one or two years, the ratio of companies answgrargltbattbagedaipheximately 12 poin
from the previous yearés survey (down to 66. 1%elével mareasedBapmokinately &0pdints
from 20.4% to 29.9%. These results reflect a careful stance toward expanding new business due to the ulAéTiamtregolaiidpcument 20, Page
24 in the attached report)
-ln this yeards survey, we asked Japanese co0mpaniocerssweérareghktdingl'taifts, tradejo
facilitation and rules of origin" (74.6%). There were many individual comments expressing concern over ileswidifigatian ertic (ocument 21,
Page 68 in the attached report)
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In comparison to the previous survey, the percentagmgafive earnings decreased, and that of balanced budget
increasedn all the surveyed countries.

A Amongindividual countries intheregion Chi | eds budget surplus increasée
Brazil s deficit decreased by half
Operating Profit Forecast for 2016 Operating Profit Forecast for 2017
m Profit W Break-even mLoss ® Profit ™ Break-even W lLoss

0% 20% 40% 60% 80%  100% 0% 20% 40% 60% 80%  100%
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Diffusion Index (business conditions) for the whole of Central and South America in 2017 increased approxim
twofold (11.7220.8) compared to the previous year
approximately fourfold (10.8%Z46.0%) compared to
and Argentina, where internal demand is recovering, the DI for Brazil turned from negative tb positiveZ(2 3 .
that of Argentina increased approximately sevenfokl $4.3) compared to the previous year.

2|

3

A The DI for Mexico, where investments from Japanese companies have plateaued partially due to the impact qf
_administration, greatly decreased compared to the previou8y.@arl6.3.
A The survey of busineggospects in 201ii comparisorto the previouy e ar s howed an i ncr ef
7. 9%%B5. @nd a decr3IDaAK 22.2.Mhecendoivihe tecessioroin South America was refle
i n a o0 d dhededire sngérforimance of Japanese companies in the region.
DIValue: The numerical value of the operating profit forecadtlistvh er e t he r epl y r aft e
subtracted from the reply rate for o0l ncreses
20170peratingrofitForecasComparedo
- DI Values by Country (2017) Previousyear
llncreasel lRemain th|e same lDeg:rease
40 Latin America(n=41
30 Mexico(n=17
20 Venezuela(n=14
10 Colombia(n=30
0 Peru(n=19
B2 ooV e o e
0" o R O o ™ Chile(n=37
20 Brazil(n=99
30 215 Argentina(n=4
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A

Il n Central and South America as a whole, o0l oc
oreduction of other expensesodo (21.2%). I n add
as a reason declined (29483%b.6%), due to the stability of exchange rates.

Among individual countries in the region, o0lo
where economic growth has turned positive. In addition, Argentina had the highest number of companie
| i sted o0l ocal government policyd as a reason
administration. )

InBrazi,tbtr e was an 1 ncr ead®&8% 7.6% Ih additeotgontinaet @S reductionw t

effortssuchasor educti on of other expenseso (40. 0%) a

the improvement.
Exports increased due to the recovery of resource prices in Chile, which had the highest number of cc

that | isted oOexport <L&8008% growthodé as a reason
Reasons for increased operating profits forecast for 2017 (Multiple Answers)
(Unit : %)
Valid Sales increas Sales increas  Effects of | Reduction oi Reduction oj Reduction of ot Improvement; Improvement;  Effects of Other
responseq due to expor in local marke exchange rai procuremen; labor costs jexpenditures (e; production | sales efficien¢ government
expansion fluctuation costs administrative/uf  efficiency policies
costs/fuel costs (manufacturir
industry only;
Latin America 179 20.1 73.2 15.6 15.6 15.1 21.2 16.8 17.3 2.2 9.5
Mexico 76 18.4 69.7 19.7 17.1 11.8 15.8 18.4 5.3 1.3 5.3
Venezuela 1 0.0 0.0 0.0 0.0 100.0 0.0 0.0 0.0 0.0 100.0
Colombia 12 25.0 75.0 8.3 0.0 8.3 8.3 0.0 8.3 0.0 8.3
Peru 8 25.0 62.5 0.0 0.0 0.0 12.5 12,5 12.5 0.0 25.0
Chile 20 30.0 70.0 20.0 15.0 0.0 10.0 5.0 30.0 0.0 15.0
Brazil 45 15.6 75.6 17.8 22.2 28.9 40.0 26.7 35.6 2.2 11.1
Argentina 17 23.5 94.1 0.0 11.8 17.6 23.5 11.8 17.6 11.8 5.9
Copyright© 2018 JETRO. All rights reserved. Reproduction without permission is prohibited. 11
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Mexico(n=76) Venezuela(n=1)
Sales ncesse nlocal ket Reducton o aborcoss N SN SNT00.0
Effects of exchange rate fluctuation Sales increase due to export expansion | 0.0
Sales increase due to export expansion Sales increase in local markets | 0.0
Improvement of production efficiency (manufacturi .
P P industry only) v n Effects of exchange rate fluctuation | Q.0
Reduction of procurement costs Reduction of procurement costs | 0.0
Reduction cof cther expenditures (e.g., Reduction of other expenditures (e.g., 0.0
administrative/utility costsffuel costs) administrative/utility costs/fuel costs) :
. Improvement of production efficiency (manufacturing
Reduction of labor costs industry only) 0.0
Improvement of sales efficiency Improvement of sales efficiency | 0.0
Effects of government policies Effects of government policies | 0.0
ower [l 5.3 orher | SN S Si00.0
(%) 0.0 200 400 600 800 1000 (%) 0.0 200 40.0 60.0 80.0 100.0
Colombia(n=12) Peru(n=8)
Sales increase in local markets 750 Sales increase in local markets 625
Sales increase due to export expansion Sales increase due to export expansion
Reduction of other expenditures (e.g.,
Effects of exchange rate fluctuation administrative/utility costs/fuel costs)
Improvement of producticn efficiency (manufacturing
Reduction of labor costs industry only)
Reduction of other expenditures (e.g., |mprovement of sales eﬁdency
administrative/utility costsfuel costs)
Improvement of sales efficiency Effects of exchange rate fluctuation | 0.0
Reduction of procurement costs Reduction of procurement costs | 0.0
Improvement of production efficiency (manufacturing Reduction of labor costs | 0.0
industry only) ’
Effects of government policies Effects of government policies | 0.0
oter [l 8.3 Other I 25.0
(%)
(%) 0.0 200 400 600 80.0 100.0 0.0 200 400 600 80.0 1000
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Chile(n=20)

Sales increase in local markets

Sales increase due to export expansion
Improvement of sales efficiency

Effects of exchange rate fluctuation

Reduction of procurement costs

Reduction of other expenditures (e.g.,

administrative/utility costs/fuel costs)

Improvement of production efficiency (manufacturing
industry only)

Reduction of labor costs
Effects of government policies

Other
(%)

0.0

Argentina(n=17)

Sales increase in local markets

Sales increase due to export expansion

Reduction of other expenditures (e.g.,
administrative/utility costsfuel costs)

Reduction of labor costs
Improvement of sales efficiency

Reduction of procurement costs

Improvement of production efficiency (manufacturing
industry only)

Effects of government policies
Effects of exchange rate fluctuation

Other
(%)

0.0
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Sales increase in local markets

Reduction of other expenditures (e.g.,
administrative/utility costsfuel costs)

Improvement of sales efficiency

Reduction of labor costs

Improvement of production efficiency (manufacturing
industry only)

Reduction of procurement costs

Effects of exchange rate fluctuation
Sales increase due to export expansion
Effects of government policies

Other

(%) 00

13

75.6

80.0




Aln Central and South America as a whole, 0
~cost increasesodé, and ol abor cost increasespg
A In Mexico, where the peso continued to be weak due to NAFTA renegotiations and the US politic
oexchange fluctuationd8®)wasamee asumbher po el
~cost increasesd6 was also cited (29.8%), ma
A InVenezuel a, o0l ocal government policyo and D
_and economic turmoil in the country.
Aln Brazil, no companies |isted o0l ocal gover
due to structural reforms being implemented by the Temer administration.
Reasons for decreased operating profits forecast for 2017 (Multiple Answers)
(Unit : %)
Valid |Sales decreaiSales decrea; Effects of Increase of] Increase of{ Increase of oth¢ Rising intereProduction co;  Effects of Other
responseq due to expor in local marke exchange rai procuremen; labor costs iexpenditures (e rates insufficiently; government
slowdown fluctuation costs administrative/ut shifted to sellié  policies
costs/fuel costs price of good
Latin America 92 13.0 50.0 29.3 26.1 26.1 22.8 4.3 20.7 8.7 17.4
Mexico 47 12.8 42.6 48.9 29.8 23.4 23.4 6.4 17.0 0.0 14.9
Venezuela 0.0 100.0 0.0 0.0 25.0 50.0 0.0 0.0 100.0 25.0
Colombia 33.3 66.7 22.2 22.2 22.2 0.0 0.0 11.1 11.1 22.2
Peru 0.0 66.7 0.0 66.7 0.0 0.0 0.0 66.7 0.0 33.3
Chile 0.0 33.3 0.0 0.0 0.0 0.0 0.0 0.0 33.3 66.7
Brazil 22 13.6 59.1 9.1 27.3 31.8 31.8 0.0 27.3 0.0 9.1
Argentina 4 0.0 0.0 0.0 0.0 75.0 25.0 25.0 50.0 50.0 25.0

Copyright© 2018 JETRO. All rights reserved. Reproduction without permission is prohibited.
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Mexico(n=47) Venezuela(n=4)
Effects of exchange rate fluctuation Sales decrease in local markets
Sales decrease in local markets Effects of government policies
Increase of other expenditures (2.9., administrative/utility
Increase of procurement costs costs/fuel costs) 0.0
Increase of labor costs Increase of labor costs 250
Increase of other ex';igg'ﬁ:::fﬁfﬁ%s) administrative/utiity Sales decrease due to export slowdown | 0.0
Production costs |nsufﬁc;)n;cldysshlﬂed to selling price of Effects of exchange rate fluctuation | 0.0
Sales decrease due to export slowdown Increase of procurement costs | 0.0
Rising interest rates Rising interest rates | 0.0
Effects of govemment policies Production costs insufﬁc;r:ldysshiﬂed to selling price of 0.0
Other Other _ 25.0
%
) 60 200 400 600 800 1000 (%) 00 200 400 600 800 100.0
Colombia(n=9) Peru(n=3)
Sales decrease in local markets 66.7 Sales decrease in local markets 66.7
Sales decrease due to export slowdown Increase of procurement costs 66.7
Effects of exchange rate fluctustion Production costs |n5ufﬁc;zr;tg55h|ﬂed to selling price of 66.7
Increase of procurement costs Sales decrease due to export slowdown | 0.0
Increase of labor costs Effects of exchange rate fluctuation | 0.0
Production costs insufficiently shited to selling price of
goods Increase of laborcosts | 0.0
Effects of government policies Increase of other expenditures (e.g., administrative/utility 0.0
costs/fuel costs) :
Increase of other expenditures (e.g., administrative/utility o
costs/fuel costs) Rising interest rates | 0.0
Rising interest rates Effects of government policies | 0.0
Other oter [N 33,3
(%) (%)
0.0 200 400 60.0 80.0 100.0 00 200 400 60.0 800 1000
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Chile(n=3)

Sales decrease in local markets

Effects of government policies

Sales decrease due to export slowdown
Effects of exchange rate fluctuation
Increase of procurement costs

Increase of labor costs

Increase of other expenditures (e.g., administrative/utility
costs/fuel costs)

Rising interest rates

Production costs insufficiently shifted to selling price of
goods

Other [ 66.7

0.0
0.0
0.0
0.0
0.0
0.0
0.0

(%)

0.0 400 600 800
Argentina(n=4)
Increase of labor costs 75.0
Production costs insufficiently shifted to selling price of 50,0
goods
Effects of government policies 50/0
Increase of other expenditures (g.g., administrative/utility 25 0
costs/fuel costs) :
Rising interest rates 250
Sales decrease due to export slowdown | 0.0
Sales decrease in local markets | 0.0
Effects of exchange rate fluctuation | 0.0
Increase of procurement costs | 0.0
Other _ 25.0
0,
(4)) 0.0 400 60.0 80.0
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Brazil(n=22)

Sales decrease in local markets

Increase of labor costs

Increase of other expenditures (e.g., administrative/utility
costs/fuel costs)

Increase of procurement costs

Production costs insufficiently shited to selling price of
goods

Sales decrease due to export slowdown
Effects of exchange rate fluctuation
Rising interest rates

Effects of government policies

(%) 0.0

100.0

16

9.1

59.1

200 400

60.0




~

A 2018 shows positive diffusion indexes (Db
_occupies 52% of the earnings prospects for 2018, up nearly 10 points compared to 2017,
A Mexicohas ahigh diffusion index for 2018 despite the uncertiotynd NAFTA renegotiations,

and many companies predict their business in the near future will remain relatively strong.

DIValue: The numerical value of the operating profit forec28iawh er e t he r epl vy a
subtracted from the reply rate for ol nc
208 Operating Profit Forecast Compared to
DI Values by Country (2018) Previous Year
60 14 llncreaS(le lBemain tklle same lDecrlease |

47.4 47.4

40

20

IR S T o L (A S

40

50.0

60

0% 20% 40% 60% 80% 100%
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Aln Central and South America as a whole, th
was in the previous year. The numbers were especially noticeable in Brazil (83.0%) and Argentin

A Manyof the wholesalers and retail er sexpomsal®se r uf,
growttdo (4 4 . 4 %34.4%)arOludrdenewspioduct introduction and production increase.

A n Argentina, the number of auto manufact urli
cost reductionsod (11. 8 %Z22.2Z%B%)mcrehsedgpmparddioc2p
due to theremovabf restrictions on imports agtianges on the foreign currency policies.

Reasons for increased operating profits for 2018 (Multiple Answers)

(Unit : %)
Valid Sales increas Sales increay Effects of { Reduction of Reduction of Reduction of oth; Improvement; Improvement;  Effects of Other
responseq due to expot in local marke exchange rai procuremen; labor costs| expenditures (e.; production | sales efficien¢ government
expansion fluctuation costs administrative/utt  efficiency policies

costs/fuel costs} (manufacturin

industry only
Latin America 217 24.4 75.1 4.6 13.6 6.5 10.€ 18.4 18.4 2.3 9.7
Mexico 103 28.7 72.6 3.9 12.€ 4.9 10.7 21.4 9.7 0.0 7.9
Venezuela 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Colombia 17| 23.5 76.5 5.9 0.0 11.8 23.5 5.9 17.€ 0.0 5.9
Peru 9 44.4 55.€ 0.0 22.2 0.0 11.1 22.2 22.2 11.1 44 4
Chile 17| 17.6 58.8 5.9 5.9 5.9 0.0 11.§ 29.4 11.8 17.6
Brazil 53 15.1 83.C 3.8 18.¢ 11.5 11.3 15.1 32.1 3.8 9.4
Argentina 18 27.8 88.6G 11.1 22.2 0.0 5.6 27.8 16.7 0.0 0.0

Copyright© 2018 JETRO. All rights reserved. Reproduction without permission is prohibited.
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Mexico(n=103)

Sales increase in local markets

Sales increase due to export expansion

Improvement of production efficiency
(manufacturing industry only)

Reduction of procurement costs

Reduction of other expenditures (e.g.,
administrative/utility costs/fuel costs)

Improvement of sales efficiency
Reduction of labor costs

Effects of exchange rate fluctuation
Effects of government policies

Other
(%)

7.8

0.0 200

40.0 60.0 80.0

Colombia(n=17)

Sales increase in local markets

Sales increase due to export expansion

Reduction of other expenditures (e.g.,
administrative/utility costs/fuel costs)

Improvement of sales efficiency
Reduction of labor costs

Effects of exchange rate fluctuation

Improvement of production efficiency
(manufacturing industry only)

Reduction of procurement costs
Effects of government policies

Other
(%)

100.0

76.5

5.9

00 200 400 600 80.0

Copyright© 2018 JETRO. All rights reserved. Reproduction without permission is prohibited.

100.0

Venezuela(n=0)

Sales increase due to export expansion | 0.0
Sales increase in local markets | 0.0

Effects of exchange rate fluctuation | 0.0
Reduction of procurement costs | 0.0

Reduction of labor costs | 0.0

Reduction of other expenditures (e.9., 00
administrative/utility costs/fuel costs) .
Improvement of production efficiency

(manufacturing industry only) 0.0

Improvement of sales efficiency | 0.0

Effects of government policies | 0.0

Cther | 0.0

(%) 00

Peru(n=9)

20.0 400 60.0 80.0 100.0

Sales increase in local markets
Sales increase due to export expansion

Reduction of procurement costs

Improvement of production efficiency
(manufacturing industry only)

Improvement of sales efficiency

Reduction of other expenditures (e.g.,
administrative/utility costs/fuel costs)

Effects of government policies
Effects of exchange rate fluctuation

Reduction of labor costs

Other

55.6

(%) o0

20.0 400 60.0 80.0

100.0



58.8

Sales increase in local markets
Improvement of sales efficiency

Sales increase due to export expansion

Improvement of production efficiency
(manufacturing industry only)

Effects of government policies
Effects of exchange rate fluctuation
Reduction of procurement costs

Reduction of labor costs

Reduction of other expenditures (e.g.,
administrative/utility costs/fuel costs)

Other

(%)
0.0 200 400 600 80.0 100.0

Argentina(n=18)

Sales increase in local markets

Sales increase due to export expansion

Improvement of production efficiency
(manufacturing industry only)

Reduction of procurement costs
Improvement of sales efficiency

Effects of exchange rate fluctuation

Reduction of cther expenditures (2.9.,
administrative/utility costsfuel costs)

Reduction of labor costs | Q.0

Effects of government policies | 0.0

Other | 0.0
(%)

0.0 20.0 40.0 60.0 80.0 100.0
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Sales increase in local markets
Improvement of sales efficiency
Reduction of procurement costs

Sales increase due to export expansion

Improvement of production efficiency
(manufacturing industry only)

Reduction of labor costs

Reduction of other expenditures (e.g.,
administrative/utility costs/fuel costs)

Effects of exchange rate fluctuation
Effects of government policies

Other
(%)

94

83.0

0.0 20.0 40.0

60.0 80.0 100.0



Aln Central and South America as a whole, 0

foll owed by o0l oc28a%). government policyodo (
Aln Mexico, many of the companies selling ih

oOinsufficient surchargesoé (25.0%) due to th

fluctuatd lon.s70%)4 8amd% Opr oc ur e héon/), whwhsréducedther €

negative impact.
Reasons for decreased operating profits forecast for 2018 (Multiple Answers)

(Unit : %)
Valid |Sales decrea; Sales decreai Effects of Increase of; Increase ofi{ Increase of oth¢ Rising intere¢ Production cos  Effects of Other
responseg due to expot in local markeé exchange rat procuremen; labor costs {expenditures (e rates insufficienty | government
slowdown fluctuation costs administrative/ut shifted to sellin policies
costs/fuel costs price of goods

Latin America 38 18.4 42.1 13.2 21.1 21.1 18.4 2.6 13.2 28.9 28.9
Mexico 12 16.7 58.3 16.7 16.7 8.3 16.7 0.0 25.0 0.0 16.7
Venezuela 7 0.0 71.4 28.6 14.3 28.6 42.9 14.3 0.0 85.7 28.6
Colombia 4 50.0 25.0 0.0 25.0 25.0 0.0 0.0 0.0 50.0 25.0
Peru 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Chile 5 20.0 20.0 0.0 20.0 0.0 0.0 0.0 0.0 20.0 60.0
Brazil 6 33.3 33.3 16.7 33.3 33.3 16.7 0.0 33.3 0.0 33.3
Argentina 4 0.0 0.0 0.0 25.0 50.0 25.0 0.0 0.0 50.0 25.0
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Mexico(n=12)

58.3

Sales decrease in local markets

Production costs insufficiently shifted to selling
price of goods

Sales decrease due to export slowdown
Effects of exchange rate fuctuation

Increase of procurement costs

Increase of other expenditures (e.g.,
administrative/utility costs/fuel costs)

Increase of labor costs
Rising interest rates

Effects of govemment policies

Other 16.7
(%) 00 200 400 600 800 1000
Colombia(n=4)
Sales decrease due to export slowdown 50.0
Effects of government policies 50.0
Salss decrease in local marksts 25.0
Increase of procurement costs 250
Increase of labor costs 25.0

Effects of exchange rate fluctuation | 0.0

Increase of other expenditures (e.g., 0.0
administrative/utility costs/fuel costs) .

Rising interestrates | 0.0

Production costs insufficiently shifted to selling 0.0

price of goods
Other _ 25.0

(%) 00 200 400 60.0 80.0 100.0
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85.7

Effects of government policies

Sales decrease in local markets

Increase of other expenditures (e.g.,
administrative/utility costs/fuel costs)

Effects of exchange rate fluctuation
Increase of labor costs

Increase of procurement costs
Rising interest rates

Sales decrease due to export slowdown

Production costs insufficiently shifted to selling
price of goods

Other

(%)oo0 200 400 600 80.0 100.0

Peru(n=0)

Sales decrease due to export slowdown | (0.0

Sales decrease in local markets | (.0
Effects of exchange rate fluctuation | 0.0
Increase of procurement costs | 0.0

Increase of labor costs | 0.0

Increase of other expenditures (e.9., 0.0
administrative/utility costs/fuel costs) :

Rising interest rates | (.0

Production costs insufficiently shifted to selling 0.0
price of goods ’

Effects of government policies | 0.0
Other | 0.0
(%)

00 200 400 600 80.0 100.0
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Chile(n=5)

Sales decrease due to export slowdown
Sales decrease in local markets
Increase of procurement costs

Effects of government policies

20.0
20.0
20.0
20.0

60.0

Effects of exchange rate fluctuation | 0.0
Increase of labor costs | 0.0
Increase of other expenditures (e.g., 0.0

administrative/utility costs/fuel costs) .
Rising interest rates | 0.0
Production costs insufficiently shifted to selling 0.0

price of goods .

Other
%
(%) 0.0
Argentina(n=4)

Increase of labor costs
Effects of government policies

Increase of procurement costs

Increase of other expenditures (e.g.,
administrative/utility costs/fuel costs)

20.0 40.0 60.0 8&0.0 100.0

25.0

Sales decrease due to export slowdown
Sales decrease in local markets | 0.0
Effects of exchange rate fluctuation | 0.0
Rising interest rates | 0.0
Production costs insufficiently shifted to selling 0.0

price of goods :
Other
%
%) 00

20.0 400 60.0 800

100.0
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Erazil(nG)

Sales decrease due to export slowdown
Sales decrease in local markets
Increase of procurement costs

Increase of labor costs

Production costs insufficiently shifted to selling
price of goods

Effects of exchange rate fluctuation

Increase of other expenditures (e.g.,
administrative/utility costs/fuel costs)

Rising interest rates
Effects of government policies

Other

(%) 0.0
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I n Centr al and South America as a whole, Oexpansi
fell short of Southwest Asia (70.0%), but exceeded Eastern El®peASEANSS. o), Africa 62.9%), Middle East
(49.8%), and East Asi&.(Po). This indicates a more positive attitude from foreign companies in the region, comg
those in other newly industrialized countries.

A In Colombiand Per u, 0eXxpan sas o4booBranilchowed anantreagesof nmore ¢han 10 points
_ (42.7% 53.5%) due to the prospect of significant domestic economic recovery.
A ln Mexico, oexpansioné6 droxpmed 1B0) , a mmrdo xoikmeeetpe Inyg 1t
_ approximately 10 points (204%29.9%), indicating cautious attitudes toward starting new business.
Al n Venezuel a, orelocation (withdrawal) to other ¢
deterioration in the security and business environments.
The survey in FY2016 The survey in FY2017
B Expansion ® Expansion
B Remaining the same ® Remaining the same
FReduction B Reduction
™ Transferring to a third country/region or withdrawal from current local marke B Transferring to a third country/region or withdrawal from current local market
0%  20%  40%  60%  80%  100% 0% 0% 40%  60%  BO%  100%
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A

>

Il n Central and South Amé&3%).,a alsi ;ah wfhwtl wer, e ograd
(47.8%) were the major reasons.

Among individual countries in the reg@olombis howed a | arge i ncr ez38®8%)
compared to the previous year, as did Chile and Brazil, both of which had a percentage higher than 9(

the only country i n the region that showed an

(60.09% 71.4%).

Argentinéhad the highestumbeof automanufacturing and other related companies that answered

or el ati on s h Bgds), and alsdhthe dijhese nurmbgraf trdding companies that ansvmered |
ofr estri ct i o nthedmitifatioh of Gndgrt/exabaestrictions being implemented in the country.

\A

0

-
N

Reasons for fAExpansiono (Multiple Answer s)
(Unit : %)
Valid Sales : High growt High receptivy Reduction o} Deregulaticn Ease in | Reviewing Relationshii  Other
responsey increase | potential | for high-valu; costs (e.g., securing | productiort with clients
added produ¢ procurement/ labor force and
bor costs) distributior;
networks
Latin America 248 89.1 47.6 19.0 3.6 4.4 0.8 14.1 26.2 4.4
Mexico 117 89.7 42.7 17.1 1.7 0.9 0.9 12.8 25.6 0.9
Venezuela 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Colombia 22 90.9 45.5 13.6 0.0 4.5 0.0 4.5 22.7 4.5
Peru 14 78.6 71.4 28.6 0.0 7.1 0.0 21.4 7.1 7.1
Chile 17 94.1 35.3 29.4 0.0 0.0 0.0 0.0 23.5 11.8
Brazil 53 90.6 56.6 24.5 7.5 7.5 1.9 20.8 30.2 11.3
Argentina 25 84.0 48.0 8.0 12.0 16.0 0.0 20.0 36.0 0.0

Copyright© 2018 JETRO. All rights reserved. Reproduction without permission is prohibited.

25



e S St it s

Mexico(n=117)

Sales increase

High growth potential
Relationship with clients
High receptivity for high-value added products

Reviewing production and distribution networks

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

Deregulation

Ease in securing labor force

Other
(%)

00 200 400 600 80.0 100.0
Colombia(n=22)

Sales increase

High growth potential

Relationship with clients

High receptivity for high-value added products
Deregulation

Reviewing production and distribution networks

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

Ease in securing labor force

Other 45
(%)

0.0 200 400 60.0 80.0 100.0

Copyright© 2018 JETRO. All rights reserved. Reproduction without permission is prohibited.

Venezuela(n=0)

Sales increase | 0.0
High growth potential | 0.0
High receptivity for high-value added products | 0.0
Reduction of costs (e.g., procurement/labor 00
costs)
Deregulation | 0.0
Ease in securing laborforce | 0.0
Reviewing production and distribution networks | 0.0
Relationship with clients | 0.0
Other | 0.0
(%) 00 200 400 600 80.0 100.0
Peru(n=14)
Sales increase 786
High growth potential 1.4

High receptivity for high-value added products
Reviewing production and distribution networks
Deregulation

Relationship with clients

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

Ease in securing labor force

Other
(%)

26

0.0
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e

Sales increase
High growth potential
High receptivity for high-value added products

Relationship with clients

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

Deregulation
Ease in securing labor force
Reviewing production and distribution networks

Other

%) 00

SN

Chile(n=17)

0.0
0.0
0.0
0.0

-1‘.

8

29
235

353

94.1

Argentina(n=25)

Sales increase

High growth potential

Relationship with clients

Reviewing production and distribution networks

Deregulation

Reduction of costs (.., procurement/labor

costs)

High receptivity for high-value added products
Ease in securing labor force

Other

(%)

0.0

20.0 400 600 80.0 100.0

84.0

20.0

40.0

100.0
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Brazil(n=53)

Sales increase

High growth potential

Relationship with clients

High receptivity for high-value added products

Reviewing production and distribution networks

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

Deregulation
Ease in securing labor force

Other

3

(%) 0.0

27

20.0 400

60.0 80.0 100.0



A

I n Central and South America as a whole, oOsal
(76.4% 75.0%), same as the previous year. It was particularly Gabnmbiavith 95.5%. Although this
percentage | argely exceeded Asia (62.3%), the
generaburpose products and 32.3% fighhvalue added produdtsAsia), indicating that Japanese compar
in the region see Central and South America as asalg®market.

Among individual countries, tharposceptragest gf

0 manuf a dighvalue addegroduct® i mproved in Chile, indica
manufacturing function enhancemémt®oZ 23.86,5.9Z 17.6% respectively).

Argentina showed i mprov @el2®)i noarese manh gaeene
@z16. 0%), and 0156 i24600)) indisating thenvartous efforés bging made to utilize

1T

t

Argentina as a business platform.

Functions companies wanted to expand in detail (Multiple Answers)

(Unit : %)
Valid Sales functign Production; Production R&D Function off  Logistics { Administrative Other
responses (ubiquitous; (high-value regional function functions in
products) added headquarter providing
products) services (e.g.
shared servict
center, call
center)
Latin America 248 75.0 22.2 23.0 4.4 7.7 19.0 9.3 6.5
Mexico 117 69.2 30.8 28.2 3.4 6.8 20.5 5.1 1.7
Venezuela 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Colombia 22 95.5 4.5 4.5 0.0 4.5 22.7 13.6 0.0
Peru 14 78.6 7.1 14.3 7.1 7.1 21.4 0.0 21.4
Chile 17 76.5 23.5 17.6 0.0 0.0 17.6 5.9 11.8
Brazil 53 75.5 11.3 24.5 5.7 9.4 11.3 20.8 13.2
Argentina 25 80.0 28.0 20.0 12.0 16.0 24.0 8.0 8.0
28
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Mexico (n=117)

Sales function
Production (ubiquitous products)

Producticn (high-value added products)

Logistics function
Function of regional headquarters
Administrative functions in providing services (e.g., 5.1
shared service center, call center) :
R&D 3.4
Other || 1.7
(%) 0.0 20.0 40.0 60.0 80.0
Colombia(n=22)

Sales function

Logistics function

Administrative functions in providing services (e.g.,
shared service center, call center)

Production (ubiquitous products)
Production (high-value added products)
Function of regional headquarters

R&D

Other
(%)

Copyright© 2018 JETRO. All rights reserved. Reproduction without permission is prohibited.

0.0 20.0

40.0 60.0 80.0

Venezuela(n=0)

Sales function | 0.0

Production (ubiquitous products) | 0.0
Production (high-value added products) | 0.0
R&D | 0.0

Function of regional headquarters | 0.0

Logistics function | 0.0

Administrative functions in providing services (e.g.,

shared service center, call center) 0.0

Cther | 0.0

(%)oo 200

Peru(n=14)

40.0 60.0 80.0

Sales function

Logistics function

Production (high-value added products)
Production (ubiquitous products)

R&D

Function of regional headquarters

Administrative functions in providing services (e.g.,
shared service center, call center)

Other

78.6

(%) 00 200

29

400 600 80.0

100.0



Chile(n=17)

Sales function
Production (ubiquitous products)
Production (high-value added products)

Logistics function

Administrative functions in providing services (e.g.,
shared service center, call center)

R&D
Function of regional headquarters

Cther

(%) 0.0

8

76.5

200 400 60.0

Argentina(n=25)

Sales function

Production (ubiquitous products)
Logistics function

Production (high-value added products)
Function of regional headquarters

R&D

Administrative functions in providing services (e.g.,
shared service center, call center)

Other

(%) 0

80.0

100.0

8.0

8.0

80.0

0 200 400 60.0

80.0

100.0
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Sales function

Production (high-value added products)

Administrative functions in providing services (e.g.,
shared service center, call center)

Production (ubiquitous products)
Logistics function

Function of regional headquarters
R&D

Cther

(%) 0.0

30

3.2

75.5

20.0

40.0

60.0

80.0

100.0



A The per cealteasg ed8d.8ff63®e)6, o0l ow future growth pr
and 01 ow aligh\wipeaddedpeodubts ( T 81.5%) declined, proving the recovery of domest
mar kets. On the other hand, the number of ¢ onj
doubled (11 companiesZ22 companies) in Centr all

Venezuela, Brazil and Mexico.
A The percentage of 00Otherso approximately tri
uncertainty about the domestic situation and deteriorating public safety.

0|

p||

Reasons for reduction, transfer or withdrawal
(LatinAmericaDverall Multiple Answers)

Sales decreas 63.6

Low growth potenti 27.3

Increase of costs (e.g., procurement/labo 27.3
Tightening of regulati

Difficulty in securing labor f
Relationship with clie

Low receptivity for high-value added pr
Reviewing production and distribution net@mks (h=22)
31.8 (%)

Other

0.0 20.0 40.0 60.0 80.0
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A Many companies in Mexico continued to increasathmiveiof employees and expats. However, the
_percent aands eoed (OpMaaitteau) 6 also increased.

A In Venezuela, 15.4% of companies answered that they would decrease their number of expats in 2017.
percentage was 35.7%, indicating a rapid deterioration of security and social conditions in the country

N

Number gapanesexpatriates

B Increase m No change m Decrease
0% 20% 40% 60% 80% 100%

Number of local employees

HIncrease mNo change m@Decrease

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

Latin America(n=41

Latin America(n=41/)14.1
Mexico(n=177L 20.9

Venezuela(n=11)
Colombia(n:3(;)s.7
Peru(n=19* 105
Chile(n=37}.7
Brazil(n=99) 8.1

Mexico(n=17

Past one year

Argentina(n=4 Argentina(n=4 22.0

B Increase m No change B Decrease
0% 20% 40% 60% 80% 100%

B Increase mNochange mDecrease
0% 20% 40% 60% 80% 100%

Latin America(n=4174

Future plans

Argentina(n=41) 9.8 |
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A The competitors of the construction/plant eng
compani e/slod .(3398). 5% ol ocAa2l coH¥pamnksdot( Hdr 43w ut

(0% 14.3%) due to economic sanctions imposed by the US government. )

A Competition with Chinese companies is increasfglombiand Peru (16.72420.0%, 17.4531.6%,
respectively), which is especially noticeab&olombiawhere the number of Chinese companies operatin
the country increased from 20 to 70 in the last two years. )

A Argentina showed an I n£XI®a5%%) , namd SO Ic @n28.204)c & m

Q2

L

Most competitive companies in the same business category

M Japanese companies m US companies m European companies = Chinese companies
M South Korean companies B Other Asian companies O Middle Eastem companies O Local companies
1 Other Latin American companies 0 Other @ No competition
_ . 02 === —14—pog
Latin America(n=417) 36.7 15.8 15.1 8.9 11.8 I
4.8 2.4
2.3
Mexico(n=177) 57.6 19.2 10.7 2.8 1.7
3.4 213
Venezuela(n=14) 7.1 14.3 7.1 14.3 21.4 14.3 7.1 14.3
Colombia(n=30) 20.0 10.0 133 20.0 6.7 20.0 33 |67
Peru(n=19) 15.8 5.3 10.5 31.6 15.8 105 53 | 53
| L
Chile(n=37) 29.7 10.8 16.2 8.1 10.8 16.2 2754
1
| |
. 1.0 10
Brazil(n=99) 24.2 14.1 26.3 11.1 | 17.2
2.0 | 1.0 2.0
Argentina(n=41) 14.6 19.5 14.6 12.2 7.3 22.0 49/ 4.9
\ |
0% 10% 20% 30% 40% 50% 60% 70% 80% 20% 100%
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Aln Central and South America as a whole, th
~the past year decreased fZ£4b2%) he previous vy
A As expansion by Japanese companies into Mex
competitionoZboBwy eased (44. 1%

A Although competition for small business opportunities was severe in Brazil in the previous year, busing
opportunities increased due to an increase in demand in 2017, which resulted in a decrease in the pelc

dcompetition Zes4ml atedo6 (56. 5%

e
e a
I C

a Y.
-

Changes in competition within the past year

m Competition increased m Unchanged m Competition lessened
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Latin America(n=40 1.7

Argentina(n=4
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A | n

competition.
which was the highest percentage in the region.

Argentin

a,

t he

Therefor e,

t he

percentage
previous year, due to the slow speed of reforms up to the midterm congressional election in October qO

percentage

of

o |

ack

of

A Economic recovery in Chile resulted in an increase in internal demand, which caused the current sever

0 ¥ 56B%), | <

pr oglr

Issues in the field of sales and marketing (Multiple Answers)

(Unit : %)
Valid Decrease o, Decrease ¢ Request for pri Sluggish sale Slow Price declin{ Inflow of lowt Emergence | Emergence| Lack of Delayed | Other issugdNo paru'culal
responseg orders fronj orders fron; reduction fror; major market developmer, due to exce¢ price impor; competitors competitorg progressin collecton o issues

your business | major busineg (low consum of new in global { products to; (competition{ (competition local accounts

headquarter; partners partners spending) | customers{ supply | local markef quality) cost) deregulatiof receivable
Latin America 417 1.9 19.9 32.1 28.1 32.1 7.7 17.7 14.1 49.4 13.9 15.8 11.3 10.1
Mexico 177 1.1 23.7 40.7 15.3 33.9 6.2 15.3 15.3 53.1 5.1 14.1 5.1 13.0
Venezuela 14 0.0 21.4 0.0 35.7 7.1 7.1 7.1 0.0 0.0 50.0 21.4 57.1 0.0
Colombia 30 0.0 20.0 16.7 56.7 36.7 3.3 26.7 23.3 46.7 16.7 20.0 16.7 0.0
Peru 19 5.3 5.3 5.3 10.5 10.5 10.5 26.3 26.3 42.1 5.3 5.3 15.8 31.6
Chile 37 8.1 5.4 27.0 16.2 21.6 16.2 8.1 16.2 56.8 5.4 10.8 13.5 13.5
Brazil 99 1.0 26.3 36.4 52.5 41.4 8.1 21.2 10.1 51.5 16.2 19.2 8.1 4.0
Argentina 41 2.4 7.3 24.4 19.5 26.8 7.3 22.0 9.8 43.9 43.9 19.5 22.0 9.8
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Mexico(n=177)

Emergence of competitors (competition in cost)

Request for price reduction from major business partners
Slow development of new customers

Decrease of orders from business partners

Sluggish sales in major markets (low consumer spending)
Inflow of low-price import products to local markets
Emergence of competitors (competition in quality)
Delayed collection of accounts receivable

Price decline due to excess in global supply

Lack of progress in local deregulation

Decrease of orders from your headquarters

Other issues

40.7

531

Venezuela(n=14)

Lack of progress in local deregulation

Sluggish sales in major markets (low consumer spending)
Decrease of orders from business partners

Delayed collection of accounts receivable

Slow development of new customers

Price decline due to excess in global supply

Infiow of low-price import products to local markets
Decrease of orders from your headquarters

Request for price reduction from major business partners
Emergence of competitors (competition in quality)
Emergence of competitors (competition in cost)

Other issues

No particular issues

13,0
(%) 00 200 400 600 800

100.0

Colombia(n=30)

No particular issues

571

(%) 00 200

Peru(n=19)

60.0

Sluggish sales in major markets (low consumer spending)
Emergence of competitors (competition in cost)

Slow development of new customers

Inflow of low-price import products to local markets
Emergence of competitors (competition in quality)
Decrease of orders from business partners

Delayed collection of accounts receivable

Request for price reduction from major business partners
Lack of progress in local deregulation

Price decline due to excess in global supply

Decrease of orders from your headquarters

Other issues

No particular issues

0.0

56.7

Emergence of competitors (competition in cost)

Inflow of low-price import products to local markets
Emergence of competitors (competition in quality)
Sluggish sales in major markets (low consumer spending)
Slow development of new customers

Pnce decline due to excess in global supply

Decrease of orders from your headquarters

Decrease of orders from business partners

Request for price reduction from major business partners
Lack of progress in local deregulation

Delayed collection of accounts receivable

Other issues

No particular issues

421

(%)
°/ 00 200 400 600 80.0 100.0
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Chile(n=37)

Emergence of competitors (competition in cost)

Request for price reduction from major business partners
Slow development of new customers

Sluggish sales in major markets (low consumer spending)
Price decline due to excess in global supply

Emergence of competitors (competition in quality)
Delayed collection of accounts receivable

Decrease of orders from your headquarters

Inflow of low-price import products to local markets
Decrease of orders from business partners

Lack of progress in local deregulation

Other issues

No particular issues

3.5
3.5

56.8

(%) 00

Argentina(n=41)

20.0

60.0

Emergence of competitors (competition in cost)

Lack of progress in local deregulation

Slow development of new customers

Request for price reduction from major business partners
Inflow of low-price import products to local markets
Sluggish sales in major markets (low consumer spending)
Delayed collection of accounts receivable

Emergence of competitors (competition in quality)
Decrease of orders from business partners

Price decline due to excess in global supply

Decrease of orders from your headquarters

Other issues

No particular issues

(%) 0.0
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20.0

60.0

Brazil(n=99)

Sluggish sales in major markets (low consumer spending)
Emergence of competitors (competition in cost)

Slow development of new customers

Request for price reduction from major business partners
Decrease of orders from business partners

Inflow of low-price import products to local markets
Delayed collection of accounts receivable

Lack of progress in local deregulation

Emergence of competitors (competition in quality)

Price decline due to excess in global supply

Decrease of orders from your headguarters

Other issues

No particular issues

37

41.4

10.1
8.1

8.1
4.0

w

100.0 (%) 00 200 400 600




A Mexicob6s percentage of oOexchange fluctuatil
as the previous year (7024%4.0%), reflecting volatile exchange fluctuations impacted by NAFTA
renegotiations and the US political climate.

A Argentinads percentage of oOexchange fluctug
Mexico (68. 3%) The percentage of oOoregul at|
obstacle in company activities, decreased for the third year in a roi (96.8% 14.6%). Easier
foreign currency payment contributed to thi
expansi ZB&6%).56. 5%

Aln Brazil, the percentage 2%. 10%)i,s easi nt hientcea
significantly lowered.

Issues in the field of finance, monetary and foreign exchange (Multiple Answers)

(Unit : %)
Valid Shortage ¢ Dffficulty in Fluctuations i Fluctuations i Fluctuations | Regulation; Regulation; Tax burden; Rising | Other issuedNo particul
responsey cash flow{ getting | the exchang:i the exchang¢ the exchang; concerning concerning (corporate ta; interest rate issues
required foifinancing fr¢ rate betweel, rate betweel rate betweet financing ari  overseas| transfer pricir
business | local banks local currenc; local currenc the yen and t  payment| remittance; taxation, etc
expansion and the dolla and the yen dollar
Latin America 417 24.5 7.0 62.4 14.9 8.2 10.1 10.8 46.0 10.3 4.6 9.8
Mexico 177 26.0 1.7 74.0 16.4 11.3 4.0 0.0 39.0 9.0 1.7 11.3
Venezuela 14 21.4 35.7 64.3 21.4 0.0 57.1 57.1 21.4 7.1 21.4 0.0
Colombia 30 16.7 6.7 63.3 0.0 10.0 6.7 16.7 46.7 6.7 3.3 10.0
Peru 19 10.5 0.0 36.8 5.3 5.3 0.0 0.0 47.4 5.3 15.8 15.8
Chile 37 10.8 5.4 45.9 10.8 10.8 0.0 8.1 27.0 0.0 2.7 16.2
Brazil 99 27.3 13.1 49.5 21.2 4.0 18.2 23.2 68.7 9.1 5.1 7.1
Argentina 41 36.6 9.8 68.3 9.8 4.9 17.1 14.6 46.3 34.1 7.3 4.9
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Mexico(n=177)

Fluctuations in the exchange rate between local currency
and the dollar

Tax burden (corporate tax, transfer pricing taxation, etc.)

Shortage of cash flow required for business expansion

Fluctuations in the exchange rate between local currency
and the yen
Fluctuations in the exchange rate between the yen and the
dollar

Rising interest rates

Regulations conceming financing and payment
Difficulty in getting financing fromlocal banks
Regulations concemning overseas remittance

Other issues

3

No particular issues

(%) 0.0 200

Colombia(n=30)

400 60.0 800

100.0

Fluctuations in the exchange rate between local currency
and the dollar

63.3
Tax burden (corporate tax, transfer pricing taxation, etc.)
Shortage of cash flow required for business expansion

Regulations concerning overseas remittance

Fluctuations in the exchange rate between the yen and the
dollar

Difficulty in getting financing fromlocal banks
Regulations concerning financing and payment

Rising interest rates

Fluctuations in the exchange rate between local currency
and the yen

Other issues

10

0

No particular issues

(%)

00 200 400 600 800

100.0
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Venezuela(n=14)

Fluctuations in the exchange rate between local currency
and the dollar

64.3
57.1

Regulations concerning financing and payment

571

Regulations conceming overseas remittance
Difficulty in getting financing fromlocal banks

Shortage of cash flow required for business expansion

Fluctuations in the exchange rate between local currency
and the yen

Tax burden (corporate tax, transfer pricing taxation, elc.)

Rising interest rates

Fluctuations in the exchange rate between the yen and the
dollar

Other issues

No particular issues

(%)

0.0

20.0

Peru(n=19)

40.0 60.0 80.0 100.0

47.4
36.8

Tax burden (corporate tax, fransfer pricing taxation, efc.)

Fluctuations in the exchange rate between local currency
and the dollar

Shortage of cash flow required for business expansion

Fluctuations in the exchange rate between local currency
and the yen
Fluctuations in the exchange rate between the yen and the
dollar

Rising interest rates
Difficulty in getting financing fromlocal banks
Regulations concemning financing and payment

Regulations conceming overseas remittance

Other issues

15.8
156.8

No particular issues

%) 00

200 400 600 80.0 100.0
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Fluctuations in the exchange rate between local currency
and the dollar

Tax burden (corporate tax, transfer pricing taxation, etc.)

Shortage of cash flow required for business expansion

Fluctuations in the exchange rate between local currency
and the yen
Fluctuations in the exchange rate between the yen and the
dollar

Regulations concerning overseas remittance
Difficulty in getting financing fromlocal banks
Regulations conceming financing and payment
Rising interest rates

Other issues

No particular issues

(%)

Argentina(n=41)

Fluctuations in the exchange rate between local currency
and the dollar

Tax burden (corporate tax, fransfer pricing taxation, efc.)
Shortage of cash flow required for business expansion
Rising interest rates

Regulations conceming financing and payment
Regulations conceming overseas remittance

Difficulty in getting financing fromlocal banks

Fluctuations in the exchange rate between local currency
and the yen
Fluctuations in the exchange rate between the yen and the
dollar

Other issues

No parficular issues

(%)
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0.0

0.0

Brazil(n=99)

Tax burden (corporate tax, ransfer pricing taxation, efc.)

Fluctuations in the exchange rate between local currency
and the dollar

Shortage of cash flow required for business expansion

Regulations concemning overseas remittance

Fluctuations in the exchange rate between local currency
and the yen

Regulations concerning financing and payment
Difficulty in getting financing fromlocal banks

Rising interest rates

Fluctuations in the exchange rate between the yen and the

40

dollar
Other issues 5.1
No parficular issues 71
100.0 (%) o0

200



>

Among individual countries, Mexico, where competition among companies over recruitment is fierce du
i ncrease in Japanese companies in the region,
| evel management recruitmentodé (42.9%), oqual ift
(48.0%).

Il n Brazil, where | abor | awsuits are common, tit
high as 50%.

Il n Brazil, the inflation rate, on which pay rle
increase for Zo8fd).oyeeso (87. 5%

Issues in the field of employment and labor (Multiple Answers)

(Unit : %)
Valid | Increaseiri Difficulty in Difficulty in Difficulty in Difficulty in | Retention{ Quality of{Cost for dispatcl} Restricion on vi Regulations  Difficulty in {Restriction Labor-relatf  Labor | Other issugNo parlicuIJ
responseq wages of{  recruiting recruiting recruiting recruiting rate of | employees  Japanese issuance for | concerning} appointing loci  hiring lawsuits |disputes, lab issues
employee§ workforce |workforce (mid¢workforce (gene  workforce | employees executives dispatched | dismissal an¢ personnel as; foreigners: unions, strik
(general staff managemenf  workers, (engineers, (stationed Japanese | reduction of managers an
office workers level) manufacturing; - manufacturing representative§  executves | personnel | supervisors
companies only companies onl (stationed
representative:

Latin America 417 57.6 22.1 33.8 11.5 13.4 27.8 48.9 22.5 2.6 26.4 23.3 4.3 18.5 8.9 19 8.2
Mexico 177 50.3 32.2 42.9 20.9 22.6 48.0 56.5 26.6 2.3 17.5 28.2 5.6 6.8 11 0.6 6.2
Venezuela 14, 50.0 21.4 21.4 7.1 7.1 214 35.7 14.3 0.0 50.0 21.4 0.0 14.3 14.3 7.1 7.1
Colombia 30 50.0 33 16.7 33 0.0 6.7 46.7 20.0 0.0 23.3 13.3 0.0 10.0 10.0 33 6.7
Peru 19 57.9 10.5 36.8 0.0 15.8 10.5 31.6 15.8 5.3 52.6 5.3 15.8 10.5 10.5 0.0 10.5
Chile 37 43.2 16.2 18.9 5.4 0.0 8.1 43.2 8.1 2.7 13.5 21.6 0.0 5.4 8.1 2.7 27.0
Brazil 99 68.7 18.2 33.3 5.1 9.1 15.2 47.5 27.3 4.0 32.3 27.3 3.0 50.5 14.1 4.0 6.1
Argentina 41 82.9 12.2 24.4 4.9 7.3 14.6 39.0 14.6 24 43.9 9.8 4.9 14.6 26.8 0.0 4.9
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Quality of employees

Increase inwages of employees

Retention rate of employees

Difficulty in recruiting workforce (middle management level)
Difficulty in recruiting workforce (general staff, office workers)
Difficutty in appointing local personnel as managers and supervisors

Cost for dispatched Japanese executives (stationed representatives)

Difficulty in recruiting (engineers, m ] companies only)

Difficulty in recruiting workforce (general workers, manufacturing companies
only)

Regulations concerning dismissal and reduction of personnel
Labor-related lawsutts

Restriction on hiring foreigners
p executives (stationed

Restriction on visa for
representatives)

Labor disputes, labor unions, strikes

Other issues

No particular issues

56.5

(%) oo 200 400  €0.0

80.0 100.0
Colombia(n=30)
Increase in wages of employees
Quality of employees
Regulations concerning dismissal and reduction of personnel
Cost for dispatched Japanese executives (stationed representatives)
Difficutty in recruiting workforce (midde management level)
Difficulty in appointing local personnel as managers and supervisors
Labor-related lawsuits
Labor disputes, labor unions, strikes
Retention rate of employees
Difficulty in recruiting workforce (general staff, office workers)
Difficulty in recruiting workforce (general workers, manufacturing companies
only)
Difficulty in recrutting workforce (engineers, manufacturing companies only)
Restriction on visa for d hed Jap executives (stationed
representatives)
Restriction on hiring foreigners
Other issues
No particular issues
(%) 00 200 400 600 800  100.0
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Venezuela(n=14)

Increase in wages of employees

Regulations concerning dismissal and reduction of personnel
Quality of employees

Difficutty in recruiting workforce (general staff, office workers)
Difficutty in recruiting workforce (midde management level)
Retention rate of employees

Difficulty in appointing local personnel as managers and supervisors
Cost for dispatched Japanese executives (stationed representatives)
Labor-related lawsuits

Labor disputes, labor unions, strikes

Difficulty in recrutting workforce (general workers, manufacturing companies
only)

Difficulty in recruiting workforce (engineers, manufacturing companies only)

Restriction on visa for d hed Jap executives (stationed
representatives)

Restriction on hiring foreigners

Other issues 71

No particular issues 71
(%) 0.0 200 40.0 60.0 80.0 100.0
Peru(n=19)
Increase inwages of employees
Regulations concerning dismissal and reduction of personnel
Difficutty in recruiting workforce (middle management level)
Quality of employees
Difficulty in recruiting workforce (engineers, manufacturing companies only)
Cost for dispatched Japanese executives (stationed representatives)
Restriction on hiring foreigners
Difficutty in recruiting workforce (general staff, office workers)
Retention rate of employees
Labor-related lawsuits
Labor disputes, labor unions, strikes
Restriction on visa ford hed Jap executives (stationed
representatives)
Difficulty in appointing local personnel as managers and supervisors
Difficulty in recruiting workforce (gener‘a)\ workers, manufacturing companies
only]
Other issues
No particular issues
(%) 0.0 20.0 40.0 60.0 80.0 100.0
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Increase inwages of employees

Quality of employees

Difficulty in appointing local personnel as managers and supervisors
Difficutty in recruiting workforce (middle management level)

Difficulty in recruiting workforce (general staff, office workers)
Regulations conceming dismissal and reduction of personnel
Retention rate of employees

Cost for dispatched Japanese executives (stationed representatives)

Labor disputes, labor unions, strikes
Difficutty in recruiting workforce (general workers, manufacturing companies

only)
Labor-related lawsuits
Restriction on visa ford hed Jap executives (stationed
representatives)
Difficutty in recrutting workforce (engineers, ] companies only)

Restriction on hiring foreigners
Other issues

No particular issues

(%) oo
Argentina(n=41)

Increase inwages of employees

Regulations concerning dismissal and reduction of personnel

Quality of employees

Labor disputes, labor unions, strikes

Difficutty in recruiting workforce (middle management level)
Retention rate of employees

Cost for dispatched Japanese executives (stationed representatives)
Labor-related lawsuits

Difficulty in recruiting workforce (general staff, office workers)
Difficulty in appointing local personnel as managers and supervisors

Difficulty in recruiting workforce (engineers, manufacturing companies only)

Difficulty in recruiting workforce (general workers, manufacturing companies
only)

Restriction on hiring foreigners
executives (stationed

Restriction on visa for p
representatives)

Other issues

No particular issues

CON
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432
432

40.0

60.0

80.0

100.0

4.9

829

40.0

60.0

80.0

100.0

Brazil(n=99)

Increase in wages of employees

Labor-related lawsuits

Quality of employees

Difficulty in recruiting workforce (middle management level)
Regulations concerning dismissal and reduction of personnel

Cost for dispatched Japanese executives (stationed representatives)
Difficulty in appointing local personnel as managers and supervisors
Difficulty in recrutting workforce (general staff, office workers)
Retention rate of employees

Labor disputes, labor unions, strikes

Difficulty in recruiting (engineers, m ] companies only)

Difficulty in recruiting workforce (general workers, manufacturing companies
only)
Restriction on visa issuance for dispatched Japanese executives (stationed
representatives)

Restriction on hiring foreigners
Other issues

No particular issues

(%) 00

43

68.7

80.0




A Pacific Alliance countries (Mexi€ojJombia Per u, and Chil e) had high
The percentage in Chile in particular reached 70%.
A Mercosur countries (Brazil, Argentina) had hijc
I n custom clearanceodo (58.6%, 70.7% respectivel
Il mport taxo (62.6%, 46. 3% respectively).
Issues in the field of trade systems (Multiple Answers)
(Unit : %)
Valid Complex i Significanttim;  Inadequate | Unclear variati¢ High import Unclear | High non-{  Strictor Export : Other issuesNo particulz
responseq procedurei required foricommunication § assessment/; fariffs inspection; tariff barrier  unclear ; restriction issues
for custom customs enforcemento; classification system quarantine and expor
clearance; clearance | notices and rulg criteria for tarif system tax
Latin America 417 46.5 46.3 20.9 14.6 27.8 14.4 9.8 4.3 3.1 7.0 28.5
Mexico 177 45.8 42.4 23.2 13.0 14.7 11.9 5.6 3.4 1.1 6.2 30.5
Venezuela 14 28.6 50.0 21.4 7.1 0.0 14.3 7.1 0.0 7.1 7.1 21.4
Colombia 30 40.0 33.3 16.7 3.3 23.3 6.7 10.0 0.0 0.0 13.3 26.7
Peru 19 36.8 31.6 15.8 0.0 5.3 15.8 10.5 5.3 0.0 5.3 47.4
Chile 37 8.1 13.5 2.7 0.0 2.7 0.0 0.0 2.7 0.0 13.5 70.3
Brazil 99 58.6 66.7 27.3 28.3 62.6 26.3 18.2 8.1 5.1 3.0 13.1
Argentina 41 70.7 58.5 17.1 19.5 46.3 14.6 17.1 4.9 12.2 9.8 14.6
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Complex procedures for customs clearance

Significant ime required for customs clearance

Inadequate communication and enforcement of notices

and rules
High import tariffs
Unclear variation assessment / classification criteria for
tariffs

Unclear inspection system

High non-tariff barriers

Strict or unclear quarantine system
Export restriction and export tax
Other issues

No particular issues

(%)

0.0

20.0 400 60.0 80.0

Colombia(n=30)

Complex procedures for customs clearance
Significant ime required for customs clearance

High import tariffs

Inadequate communication and enforcement of notices
and rules

High non-tariff barriers

Unclear inspection system

Unclear variation assessment / classification criteria for
tariffs

Strict or unclear quarantine system
Export restriction and export tax
Cther issues

No particular issues

(%)

0.0

100.0

40.0
3.3

20.0 40.0 60.0 80.0

100.0
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Venezuela(n=14)

Significant time required for customs clearance

Complex procedures for customs clearance

Inadequate communication and enforcement of notices
and rules

Unclear inspection system

Unclear variation assessment / classification criteria for
tariffs

High non-tariff barriers

Export restriction and export tax
High import tariffs

Strict or unclear quarantine system
Other issues

No particular issues

(%) 00

20.0 40.0 0.0 80.0

Peru(n=19)

100.0

Complex procedures for customs clearance

Significant time required for customs clearance

Inadequate communication and enforcement of notices
and rules

Unclear inspection system
High non-tariff barriers
High import tariffs

Strict or unclear quarantine system

Unclear variation assessment / classification criteria for
tariffs

Export restriction and export tax
Other issues

No particular issues

() 0.0
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20.0 40.0 60.0 80.0

100.0



Chile(n=37)

Significant time required for customs clearance

Complex procedures for customs clearance

Inadequate communication and enforcement of notices
and rules

High import tariffs

Strict or unclear quarantine system

Unclear variation assessment / classification criteria for
tariffs

Unclear inspection system

High non-tariff barriers

Export restriction and export tax
Other issues

No particular issues

(%)

13.5

KR
127

127
127
0.0
0.0
0.0
0.0

13.5

0.0

200

Brazil(n=99)

Significant time required for customs clearance
High import tariffs

Complex procedures for customs clearance

Unclear variation assessment / classification criteria for
tariffs
Inadequate communication and enforcement of notices
and rules

Unclear inspection system

High non-tariff barriers

Strict or unclear quarantine system
Export restriction and export tax
Other issues

No particular issues

(%)

46

0.0

|66.7

| 62.6

| 58.6

I 283
RT3
263
I 182
W 8.1

W 5.1

130

3.1

20.0 40.0 60.0 80.0 100.0




