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m Overview
Survey Period : May 27 - June 1, 2020

Valid responses : 834 Companies < Respondents by
Industries
(Respondents by Regions) Manufacturing : 461

PACIFIC

Non-manufacturing : 373

Census Regions and Divisions of the United States

i < Respondents by number

VIDWEST of employees
| 1~10: 211
> 11~100 : 308
101~500 : 188

More than 501 : 127

xFor access to the first survey
conducted from March 24 to 26:

https://www.jetro.go.jp/ext images/world/covi
d-19/us/doc_us en01.pdf

LecenD xFor access to the second survey
# REGION | conducted from April 6 to 8:

— DIVISION . . . .
— sTate https://www.jetro.go.ijp/ext images/world/covi

d-19/us/doc_us en02.pdf

.a PACIFIC

S xFor access to the third survey

AP e S e 5. G s T mesmmmee | CONAucted from April 28 to 30:
https://www.jetro.go.ip/ext images/world/
covid-19/us/doc us en03.pdf

Created by JETRO based on the Census Bureau's regional classification
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m Key Findings from JETRO’s Fourth Business Survey (1)

1. Sales and Production Status

 75% of companies have seen a decrease in sales in the past month.

Only 30% of these companies expect to recover their sales within this
year.

» Most companies have resumed their production. Companies that have

suspended production have decreased significantly from 28.2% in the
previous survey to 3.3%.

2. Status and Issues of Business Resumption

« The number of companies recently allowed to resume business upon
re-opening the economy is 13%.

* Even though business has resumed, not many companies plan to have
all employees return to work by the end of the year. [Only 20% in the
non-manufacturing sector, 40% in the manufacturing sector]

 This may indicate that working from home has been widely accepted.

 The main challenges upon reopening businesses are “ensuring safety
in the workplace”, “securing enough PPE products”, “understanding the

14

guidelines to resume business” and “alleviating employee concerns”.
 Only a few companies showed concerns with supply chain delays.



m Key Findings from JETRO’s Fourth Business Survey (2)

3. Post COVID-19 Business Strategy

« 30% of companies are planning to change their supply chain, while
70% of companies do not plan to do so.

« The former 30% of companies are considering a reevaluation of their
supply chain due to COVID-19 and the US-China trade friction.
Reevaluation includes diversification of suppliers, procuring more
products within the US and expansion of production in the US.

« There are indications that companies are more actively adjusting to
the new normal, rather than returning to a pre-COVID19 world.

* Preparing for the post new normal includes introducing new
technologies related to contactless or remote work models,
digitalization, automation and so on.

« There are companies considering to decrease expat employees, since
they are forced to change work processes and operational flow during
this unprecedented time.

* JETRO will continue providing information necessary for reopening businesses and
provide free consultation services to Japanese companies on a case-by-case basis.



1. Impact on Sales

= 75.5% of companies stated their sales have decreased in the past month.
More than 30% of companies stated their sales have continued to decline by more than
50%, which indicates that the situation continues to be severe.

= Only 30% of companies expect sales to recover by the end of the year and just over 20%
expect recovery by 2021. Approximately 25% of companies are uncertain when sales will

recover. Some companies stated sales may not recover before 2022.

Sales in May 2020 (US)

Increase in
Sales /77—

5.5%

Decrease
1% but |

(n=816)
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Timeframe for Recovery
to Pre-COVID-19 Levels

June
1.6%

Sales have not
decreased
14.9%
Not certain
24.1%

First half of
2021
17.1%

-

After 2022
6.2%

Second half of ™8
2021
6.1%

(n=821)



2. Production Status for Manufacturing Companies

= A Majority of companies have resumed production. Approximately 80% of companies have
suspended or reduced production. However, the number of companies that have suspended
production has decreased significantly from 28.2% in the previous survey to 3.3%.

= The leading factor was a decrease in demand (89.7%), followed by the suspension of factory
operations due to the Stay-At-Home orders (8.2%), delays in receiving materials from
overseas (3.5%), and other (6.4%).

Production Status Factors of Production Decrease
Other Above normal Decrease in domestic demand (including
: . , o N 39.7%
Production 1.4% 4.7% reduction of their customers’ production)
suspende... Halt in production due to Stay-At-Home order [} 8.2%
Les Delay in receiving material from outside the US l 3.5%
Delay in receiving materials domestically | 2.5%
Restraints in logistics, rising costs || 2.1%
other [l 6.4% (n=282)
Less than Less than normal
More than 80% 0 0 0
HSEIAE ( 0 g *Multiple Responses Allowed 0.0% 20.0% 100.0%
than 30% but 15.6%
less than 80%) (Other Factors Contributing to Decrease in Production)
0,
= - Operating with a reduced number of workers for each process.
- Reduced rate of operation due to measures to prevent infection.
(n=365) * Decrease in overseas demand.
- Decreased number of new orders due to suspension of sales
activities
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3. Business Implementation Under Economic Reopening

» While 13% of companies are allowed to resume their business when reopening the economy,
the half of them continue to allow employees to work from home for safety reasons.
For companies deemed a non-essential business and implemented working from home, the
number decreased from 35.1% in the previous survey to 23.0%.

« Overall, 50% of companies still continue to have employees work from home.
Of those, 30% are in the manufacturing industry and 70% are in the non-manufacturing sector.

Essential Business/ (Other Responses)
Working from Home » We are deemed an essential business, but...
» Due to the increase in product inventory, operations will be
Not deemed an essential business. suspended by the end of May and return to normal in June.
Restrictions have relaxed, but « Operation is suspended due to a sharp decrease in the
implemented working from home. number of orders from customers.

« There is no business at all.

+ 30% of office staff work in rotating shifts, while factory
operations are suspended.

» Production workers go to work at the factory and office
workers are working from home.

+ Implementing both reduced hours and working from home.

« We have divided our member into 2 teams and continue to
operate with the minimum number of employees necessary.

= We are not deemed an essential business, but...

« Since the regulations have been relaxed, we reopened our
business with 25% of maximum capacity in the workplace.

* Other

« Fully resumed business at office, finishing working from
home.

« Gradually resumed business with rotating shifts.

« We have operations in several different states.
Since regulations vary by state, some of our locations are
now open , while some are continuing working from home. -

6.6%

Not deemed an
essential busines
restrictions have
relaxed so reopened
business.

6.49

Not d

imple
fro
23

(n=831)
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4. Plans for Resuming Business

=  While nearly 40% of manufacturing companies plan to have all employees return to work by
the end of the year, less than 20% of non-manufacturing companies plan to do so.

» For the non-manufacturing companies, 20% are offering employees an option to keep working
from home. Over 15% of companies are continuing working from home as there is no issue for

daily operations. This is an indication that working from home may be the long-term option.

Plans for Employees to Return to
Work by the End of the Year
(Manufacturing Industry)

Undecided,
Originally did not g g9

implement
working from
home, 5.9% \

Other, 5.0%

Planning to ha
employees work from
home as long as there is
no interfere i

rk, 14.2% n=458

(Other Responses) ( )

» Planning to decide about implementing working from
home or returning to the workplace depending on each
department and job position.

* Planning to have employees return to work gradually.

Originally did not -\
implement
working from
home, 3.0% ™
Planning to have

employees work from
home as long as there is
no interference with...

Plans for Employees to Return to

Work by the End of the Year
(Non-Manufacturing Industry)

Other, 5.7%
Undecided,

10.0%

/_

(n=371)
(Other Responses)

» Upon request, employees will be allowed to

work from home up to two days a week.
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5. Challenges for Resuming Business

= A majority of companies stated that ensuring safety in the workplace is a major challenge.
This includes securing PPE products, understanding the states’ guidelines for reopening
business, alleviating employee concerns and creating new safety guidelines.

= On the other hand, only 4.7% of companies stated delays to their supply chain is a challenge.

Challenges Related to
Resuming Business Activities

Securing sanitary goods and PPE || NG 61 8%
Understanding the states’ conditions
N 613%

for reopening

Alleviating employee concerns | N NG 58 4%
Creating a safety guideline, aligning with
I 57.5%

company policies
Maintaining social distancing of 6 feet ||| [ N | |  EEGB@G s6.6%

Cannot outlook future demand [  23.4%
Securing workforce [l 16.3%

Laying off employees and/or ]
11.1%

changing employment contracts
Calling back employees who ]

9.9%
have been furloughed

Difficulty in receiving goods 7

due to delays in supply chain 4.7%

(n=811)

Other I 3.1%

0.0% 50.0%
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100.0%

(Other Responses)

<Reopening plans for each state, drafting guidelines>

+ It takes time to gather information from different
states since regulations vary state by state.

« To establish guidelines for each office since they are
located in several states.

« The regulation standards issued by the states and
local governments are too lenient. Therefore, we
have to create our own solid standards for resuming
business.

<Other Responses>

« It is difficult to hire new employees, possibly due to
the added unemployment insurance benefit.

« Additional costs related to delays and epidemic
prevention make things extremely difficult.

There is a dispute over liabilities related to these
additional cost issues, as well.

« There is a concern for the spread of COVID-19,
since there are other tenants in the building.

« Since airlines are decreasing the number of flights
from Japan, shipping costs have increased
drastically.

« It is difficult to make a decision if we can use public
transportation due to safety concerns.

X Refer to pages 13-14 for more challenges
that companies are struggling to address. o



6-1. Re-evaluation of Supply Chain

= 70% of companies do not plan on reevaluating their supply chain. Of these companies, over
50% stated that COVID19 had no impact on their supply chain. 30% stated they are taking a
wait-and-see approach.

= This may be due to the fact that for Japanese companies operating in the US, 60% have
suppliers in the US and less than 10% have suppliers in China or ASEAN member countries.
*Based on the 2019 survey of Japanese companies operating in the US.

= On the other hand, 30% are considering to change their supply chain.

Timeframe for
Reevaluating Supply Chain

Starting within
this year, 4.1%

Starting

Reasons for NOT
Reevaluating Supply Chain

Other, 5.8%
Reevaluation requires high / ’

costs, 4.1%

Depends o/

- from next customers
/ year, 1.0% plans, 4.8%
Considering but

date has not been
cided, 12.9%

(n=605)
(n=416)

(Other Reasons for NOT Reevaluating Supply Chain)

« Itis impossible to reevaluate because the orders are customized products
requested by the customer.
« We are looking for an alternative business partner but it has been very difficult.
« More than 80% of purchases are based on decisions of the HQ office in Japan.
Copyright(C)2020 JETRO. All rights reserved 10



6-2. Supply Chain Re-evaluation Considerations

= 30% of companies are considering re-evaluating their supply chains.

= Of those, 60% stated they are considering re-evaluating their supply chain due to the impact
of the COVID-19 and approximately 50% stated due to the US-China trade conflict.

= While 42.6% of companies stated they are considering diversifying suppliers, 36.9% stated
they are increasing procurement from US suppliers. Additionally, 17% stated they are
expanding their production in the US. Companies plan to further diversify their supply chain
and focus on local production and consumption.

Reasons for Reevaluating Directions in Reevaluating
Supply Chain Supply Chain
COVID-19 (suspension of operations in _ 58.2% Diversification of Suppliers || GG 42.6%
affected countries etc)

US‘C 1INa ade Wa _ 48.4/0

Expansion of US production |l 17.0%

Rising costs at production sites, etc. - 12.0% In-fhouse m?nufzcturing Bl 0%
of materials and parts ’

e . o
Rising costs of labor for suppliers, etc. - 10.3% Diversification of production base [l 13.6%

Diversification of sales [JJj  13-6%
USMCA taking effect in July 2020 . 8.7%

Strengthening of information B s
(n=184) management for supply chain 270 (n=184)
Other - 12.5% 5.1%
*Multiple Responses Allowed ° *Multiple Responses Allowed Other i ’
0, 0, 0, 0, o)
(Other Responses) 0o% 20.0% (Other Responses) > o 1000
» Reevaluation of customers due to market changes. « Enhancement of e-commerce
« Geographical diversification of suppliers for materials. -« Narrowing down on target customers
» Changes in the sales channel. Sharp increase in online sales. . Strengthening logistical management
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/7. Post COVID-19 Outbreak Business Outlook (Part 1)

B Implement a complete work from home policy with digitalization technologies.
B To minimize contact between people, explore opportunities in automation and

contactless services and seeking for new e-commerce market.

B Some companies are strengthening IT infrastructure and cybersecurity, software

to conduct online business meetings and digital marketing tools.

New Business Model and Business Strategies in Response
to Business Environmental Changes due to COVID-19

(Sample Responses)
m Promoting Work from Home

Shifting to a new work flow where employees can mainly work from home.

Reduce office space and implement working from home.

Standardize working from home for certain positions.

In the future, we are looking to terminate our office lease and continue business operations
by working from home.

To allow more employees to work from home, we will enhance cyber security and revise
employee handbook. Additionally, we plan to go paperless in order to share work among
team members, which will result in reducing the rental costs for the office.

We plan to digitalize documents for implementing working from home as much as possible.
Revamping IT systems, promoting working from home and going paperless.

Improve environments for working from home with new technologies, including digitalizing
documents and new workflow.

Copyright(C)2020 JETRO. All rights reserved



/7. Post COVID-19 Outbreak Business Outlook (Part 2)

m Technologies Related to Automation, Unmanned Operations for Contactless Services

We will accelerate our plans to promote automation and contactless services to minimize
contact between people.

We will advance our efforts for automation to reduce any risks related to “human”.

Make preparations for contactless customer service.

Accelerate digital marketing (for conducting online business meetings, holding
demonstrations, running exhibitions, training, and customer services).

Increase investment in digitalization.

m Responding IT and Digital Needs

Reevaluation of customer service flow in order to respond to customers’ needs of
digitalization.

A further shift to IoT business related to contactless service due to the increase of
market demand.

Develop products that meet the market needs of the remote work.

Develop software for conducting online business meetings.

Enhancing e-commerce business.

Start e-commerce business.
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/. Post COVID-19 Outbreak Business Outlook (Part 3)

B Companies are re-evaluating various areas including obtaining additional funds for
better cash flow(Financing), restructuring non-core business operations (Business
Management), hiring more employees locally (Employment and HR Management),
re-selecting and focusing on specific target customers (Sales) and re-evaluate
global supply chain (Supply Chain).

New Business Model and Business Strategies in Response
to Business Environmental Changes due to COVID19

(Sample Responses)

m Financing
« Reduction of production costs. - Reduction of fixed costs.
* Reevaluation of the scale of risk money. - Reschedule finance (get advanced)

m Business Management

*  Promote M&A.

* Develop alliances with group companies in North America and Europe.
+ Reorganization of affiliated companies in the US.

« Reevaluation of directly-managed stores.

» Strengthen business continuity planning initiatives.

» Restructuring non-core business operations.

m Employment and HR Management
» Accelerating the schedule for local procurement of human resources.
« Reevaluation of employment contract and benefit.
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/. Post COVID-19 Outbreak Business Outlook (Part 4)

m Employment and HR Management (continue)

Review HR policies to allow more flexibility on employment adjustment.
Layoffs are inevitable for us at this moment. We need to establish a more efficient system for
production. We are also considering having expatriates return to Japan ahead of schedule.

m Sales
« Reconsider the release schedule of new products. - Expanding the local market.
« Develop new sales channels. - Diversify sales methods.

Gradually shift the weight of sales from the automobile industry to other industries.
Diversify customers by strengthening customer services.

Reselecting and focusing on specific target customers. Shift sales activities from large
business to small business.

m Supply Chain

Focus on producing locally and selling locally so that all business can be completed in the US.
Consider moving production to other countries than the US.

Considering to diversify our supply chain from China to other countries.

Expand product lines and avoid concentrating on specific products.

Reevaluate credit risk of business partners (for customers and suppliers).

Considering to establish a production facility using our own capital. This will enable us to
manufacture products on our own, shifting from the current production with a joint technical
tie-up company.

Strengthening R&D capabilities in the US, so that the US team can develop products solely for
the US market.
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8. Challenges that Companies are Struggling to Address
(Part 1)

m Resuming Business and Ensuring Safety

« Upon reopening, I worry about the cases of our employees who were infected.

- If an employee becomes infected, I am not sure if we can actually close the office / factory.

« If an employee has a slight fever after taking a temperature test, I am not sure whether we
should have other employees return home.

« If an employee refuses to come to the office, it will be difficult to foster fairness for other
employees.

«  We will need to ensure the safety of employees who use public transportation when
commuting or traveling.

« It is difficult to obtain PPE such as masks.

« I would like to have a guideline on how long we should continue to check temperatures.

« Since the payment for unemployment insurance benefit has increased, it may be difficult to
have talented employees return to work.

« I would like to be advised on how long employees should continue working from home.

« It is difficult to decide whether we should restructure the team with concerns of a second
wave of an outbreak.

- If we need to have more office space in order to keep social distancing, we should consider
moving to another location.

« There is a lack of uniformity between the federal, state and local governments on
regulations involving decisions on business reopening and infection prevention measures,
which makes it difficult for us to understand.
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8. Challenges that Companies are Struggling to Address
(Part 2)

m Business Recovery

« Business has resumed but sales have not recovered, so we are having negative earnings.

« We cannot keep up with the rapid deterioration of our business.

« Since there is uncertainty about the outlook of the automotive industry, it is not possible to
make decisions on future measures.

« Due to our deteriorating earnings, it has become difficult to participate in exhibition events.

« Upon reopening, we do not know how to obtain new customers with digital marketing.

m Public Assistance Programs for Business Operations (Such as the Paycheck Protection Program)

+  We would like to know other Japanese companies’ situations related to PPP.

« Regarding PPP exemption rules, I would like to know the requirements and necessary
documents needed to apply.

- After obtaining approval for PPP, it was requested that we pay back the amount we received.
However, now we received a letter stating that they won’t accept it, which is very confusing.

m Visa, Immigration and Travel Restrictions

« We are in a difficult situation due to the suspension of visa interviews at the US Embassy in
Japan, and delays in I-94 extension application processing in the US.

« An expatriate was supposed to arrive in the US in April, but we are still not certain when he
will be able to arrive the US. We are concerned if they will be able to settle in after arrival.
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8. Challenges Companies are Struggling to Address
(Part 3)

m Visa, Immigration and Travel Restrictions (continue)

Since it is uncertain when it will be possible to obtain a new visa, this is affecting our
corporate HR strategy, as a whole.

I would like to know more about the transportation and transit information when traveling
between Japan and the US.

Traveling between the US and Japan has become very inconvenient. It is such a burden to
undergo a two-week quarantine in both the US and Japan.

Due to restrictions with entry and travel, we have less workforce and technical support
available for factories.

It is difficult to determine when it will be safe to resume business trips.

It is difficult to understand the travel restrictions imposed by the state governments.

m Supply Chain

Due to the decrease in the humber of international flights, imports have been delayed and
costs have risen. Due to this, import costs are higher than before, however we cannot
account for this extra cost in our product sales.

The export regulations on personal protective equipment is not clear. Because of this, it is
taking longer to process export shipments at the ports and costs have risen.
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8. Challenges Companies are Struggling to Address
(Part 4)

m Economic Outlook

After resuming the economy, there is no prospect on how consumer behavior will change
and how much of their demand will recover.

I am worried about the unemployment situation since the rise in unemployment leads to a
downturn in consumption.

I am concerned since the outlook for the US economy is uncertain. There are also concerns
about the impact of a second wave of COVID-19 outbreak.

It is difficult to retain talent and also to lay off employees since the future remains
uncertain.

m Daily Life and Other

Since government offices have been closed, I cannot obtain or renew my driver's license
and social security number.

I am concerned about racial discrimination and the deterioration in public security.
There are challenges managing security issues such as handling confidential documents,
when employees are working from home.

Construction work has been suspended for the renovation for our office and we are
uncertain when our business can reopen.

It remains a challenge to be able to quickly adjust to the new normal and draw a new
corporate strategy.

Our HQ in Japan finds it difficult to understand the situation in the US correctly.
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JETRO’s COVID-19 Consultation Service
for Japanese Companies Operating in the US

« With the rising spread of COVID-19, Japanese companies with
operations in the US have been significantly impacted. In response
to this situation and to provide support to Japanese companies that
have been impacted by COVID-19, JETRO USA has started a
consultation service in all regional offices in North America.

1. Individual Consultation with Local Experts

JETRO has teamed up with local experts such as lawyers and
accountants to provide complimentary individual consultations on for

example, labor, legal, and tax issues encountered by Japanese
companies.

2. Responding to Individual Consultations and Inquiries

We will respond to various inquiries, including questions about
information published on our website.

Please submit your application online using the link below (in Japanese):
https://www.jetro.go.jp/jetro/overseas/us newyork/info/20200403.html|
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https://www.jetro.go.jp/jetro/overseas/us_newyork/info/20200403.html

JETRO Website (in Japanese)
“Impact of the COVID-19 Crisis” at the link below:

https://www.jetro.go.jp/world/covid-19/us/
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https://www.jetro.go.jp/world/covid-19/us/

-Contacts-

m USA

Japan External Trade Organization(JETRO)
New York : rept3@jetro.go.jp

San Francisco : sfc-research@jetro.go.jp
Los Angels : lag-research@jetro.go.jp
Chicago : jetrochicago2@jetro.go.jp
Houston : inqu-hou@jetro.go.jp

Atlanta : ama@jetro.go.jp

m Japan
Japan External Trade Organization(JETRO)
Tokyo/Americas Division: ORB@jetro.go.jp
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