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Survey on Business Conditions for Japanese Companies in Canada

Overview of FY2019 Survey

Respondents by Industry and Region

(Unit: companies, %)

Survey Objectives

The purpose of this survey was to ascertain

the management situations and changes in Total Conggis;"on
the Ioca! business e_:nvirpnments of Japanese Al Industries 146 100
companies operating in Canada, and to
contribute to the formulation of Japanese £37 sy
companies’ overseas business strategies and — Total | P NomManufacturin Total | P
of policy planning for related organizations. Slacuing o 173 utacturing - £ 7
oy i oy 14| 96 s company 5 |
October 29 — November 29’ 2019 Food, processed food, agricultural or fishery products 7 4.8  |Wholesale and retail trade 12 8.2
(Gir?:ﬁ: g:azumglsjs Zr:é %C;?:E?;Lo?o?l:; hinery 6 4.1  |Accommodations, travel, restaurant 9 6.2
Plastic products 5 3.4  |Mining 9 6.2
82.0% Electrical machinery, electronic devices 5 34 |Information and communications 4 27
(146 of 178 companies) (including [?arts) : : (including softv.vz.ire)
Transportation equipment (motor vehicles, motorcycles) 5 3.4  |Transport activities, warehouse 3 21
Fabricated metal products (including plated products) 4 2.7 |Professional and technical services 2 1.4
Non-ferrous metals 4 2.7 |Finance and insurance 1 0.7
‘]apanese manufacturers and non- Business-oriented machinery 3 2.1 |Construction, plant 1 0.7
manufacturers operating in Canada  |Rubber products 2 14 |Real estate 1 0.7
that are at least 10% owned by a Textile apparel, textile products 2 1.4  |Miscellaneous non-manufacturing industries 10 6.8
Japanese parent company, directly or  |Lumber, wood products 2 w4 ByRegim
indirectly. Chemical and allied products/petroleum products 1 0.7  |Ontario 92 63.0
Iron and steel (including cast and wrought products) 1 0.7  |British Columbia 32 21.9
;:acng??:étjsr:rgqlutﬁrgsg parts (railroad vehicles, ships, 1 07  |Quebec 11 75
This is the 30th annual survey Ce.ramic, stone, clay produ.cts . . 1 0.7 Albe.rta 9 6.2
initiated since 1981 (I’]Ot conducted Miscellaneous manufacturing industries 6 4.1  |Manitoba 1 0.7
in 2004)_ Saskatchewan 1 0.7

(1) The totals in the surveys in this report may not be 100 because the numbers are rounded off to the first decimal point.

(2) The firms participating in this survey may not have answered all questions. The rates are calculated based on the numbers of answers collected.

(3) From the following page onward, in cases where no particular details are written in the charts, the numerals in parentheses indicate the number of respondents.
(4) In cases where the denominator of the number of respondents for a given field did not meet a certain number, that industry/field was excluded from the chart.
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Survey on Business Conditions for Japanese Companies in Canada

Key Points Regarding the Survey Results: 1. Percentage of Profitable Japanese
Companies Active in Canada and Their Business Sentiment DI

The percentage of profitable Japanese companies active in Canada came to 77.1%, the highest since 2000 and remaining above 70% for an eighth
straight year since the FY2012 survey. Meanwhile, the DI indicating business sentiment was at -2.1 points, falling into the negative range for the
first time in eight years since the FY2011 survey.

» For 2019, 77.1% of the respondents expect to generate a positive operating profit (p.8). With the robust Canadian economy, the percentage of companies
that responded with expectations for a positive operating profit (profitability ratio) increased 2.3 percentage points from the previous year (74.8%). The
profitability ratio remained above 70% for an eighth straight year since the fiscal 2012 survey, and marked the highest since 2000 (81.6%). By industry,
food/agricultural products, plastic products (100%) and sales companies (88.0%) recorded high profitability ratios.

»  Meanwhile, the DI indicating business sentiment for 2019 (obtained by subtracting the percentage of companies expecting a “decrease” in operating profits
vs. last year from the percentage of those expecting an “increase”) came to -2.1, falling significantly from last year’s figure of 16.8 (p.9).
The industries of electrical machinery, electronic devices and plastic products recorded DI of -80.0, sliding deep into negative territory.

»  Among factors for forecasting a drop in the 2019 operating profit, top answers included “sales decrease in local market” (55.1%), as well as cost increases,
such as “increase of labor costs”(36.7%) and “increase of procurement costs”(30.6%).

Trends in Percentage of Profitable Japanese Companies Active in Canada and Their Business Sentiment DI (1998 - 2020)

== Profit Difussion Index (Right axis)

(%) (DI)
90 100
80
80 77.1
759 754 4, , 160 753 74.8 60
72.3
- 40
15.1 20
25.0 2
21.8 215
60 17.8 14.3 16.3 16.8 0
50
# of respondents (2019): 146 40
# of respondents (2020): 144
40 A 35.8 -60
97 98 99 00 01 02 03 04 O 06 O7 08 09 10 11 12 13 14 15 16 17 18 19 20 (Year)
P Estimate Forecast

Note: No survey was conducted in 2004. DI for 2004 was the estimate from the 2003 survey.
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Survey on Business Conditions for Japanese Companies in Canada

Key Points Regarding the Survey Results: 2. Wages and Benefits

This is our first survey that looks at the kinds of benefits companies provide and their wages. The median values for base salaries
(monthly base) ranged from CAN$4,000 to CAN$7,000. The average wage increase across all occupations was 2.5%.

» The median value for base salaries (monthly basis) by occupation in 2019 was as follows: at factories, the pay for production managers
(section chiefs of production management departments) was CAN$7,000; mechanical engineers (technical positions for designing,
manufacturing and managing machines and equipment), CAN$5,267; operators (job types engaged in machine operation in the
manufacturing process), CAN$4,000 (p.20). Among office positions, the pay for general administration section chiefs (section chiefs of
general affairs departments) was CAN$6,500, and general clerks (general office workers), CAN$4,000.

» The median increase across the averages of all occupations for fiscal 2019 was 2.5%, with the fiscal 2020 rate forecast at 2.5% as well.

» Among the benefits offered, “accident and sickness benefits” (59.0%), “in-house training program” (56.7%) and “paid maternity &
paternity/child-care leave” (47.8%) ranked high (p.19).

Wages (Monthly Base Salaries): Median Values

B All industries Manufacturing

Production managers (25) 7,000
General administration section
chiefs (61) I 5500
Mechanical engineers (24) 5,267

operaors (25) | * oo

General clerks (70) 4,000

0 4,000 8,000 (CAD)

Note: Production managers, mechanical engineers, and operators are answered by manufacturing companies.
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Survey on Business Conditions for Japanese Companies in Canada

Key Points Regarding the Survey Results: 3. Effects of Changes in the Trade
Environment

Some 20% of companies reported “negative effects,” with more than half answering that the main area where negative effects are being felt
was “import/procurement cost.” The specific policies having an impact were said to be “additional tariffs of the U.S. imposed on steel and
aluminum (Section 232 of the Trade Expansion Act in 1962 and “Canada’s retaliatory tariffs against additional U.S. tariffs.” The responses
showed that Japanese companies operating in Canada were affected more by the retaliatory additional tariffs between the U.S. and Canada
than those between the U.S. and China.

Current Impact Due to Changes in the Trade Environment

> In terms of the impact felt at present from the changes in the

trade environment, 38.1% reported experiencing “no "Negaveimpact " Postiive Impact
impact,” followed by 29.1% that were “not sure,” while ® Both positive and negative impact = No impact
22.4% reported experiencing “negative effects” (p.28). The Not sure
main area where negative effects are being felt were said to 0 20 40 60 80 100(%)
be “ing)ort/pr(?curemint cost’f (53.3%:), “sa(l)es in Canadian Allindustries (134) (v |||[FE
market” (33.3%) and “production cost” (20.0%). manutacturing 4 N
> Asked which specific policies were having an impact on their (motor venicles, motorcyces) (5) MMM X aaaaaaaaaaaaaard ||
business, 57.7% of respondents cited “additional tariffs of the e foo vty T\
U.S. imposed on steel and aluminum (Section 232 of e G e i - e—
. ) ranspo _alone uipment par ; |! i "\"‘t,:\'i\'.:‘»: '\'}q
the Trade Expansion Act in 1962, followed by 34.6% that <'“°t°rVeh'g:rf'egﬁ‘;ljfggifm“) !!"!f;l"""'”"m\\\ SN
answered “Canada’s retaliatory tariffs against additional U.S. production machinery (5 IR ISESIII :
tariffs,” indicating that the effects of additional tariffs Plastic products (5) - FEEPTOROR LR
between the U.S. and Canada were greater than the phswti el 167 [THHHTAANNAAAA SR
retaliatory tariffs between the U.S. and China (p.29). Non-manuracturing ) [
whotesste an et vce (1) TS ST
(Note) The U.S. imposed additional tariffs on Canadian iron, steel and i oy .
aluminum under Section 232 of the Trade Expansion Act between June 1, 2018 salescompany (25) - PO ||| NSRS
to May 19, 2019; Canada imposed retaliatory tariffs against the U.S. between Accommodations, travel, restaurant (6) N ..
July 1, 2018 to May 19, 2019. . — "
Y o May mining (9 AR

el 125 N\ 280\«

Note: Graph lists only those industries in which valid responses were received from 5 or more companies.
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Survey on Business Conditions for Japanese Companies in Canada

Key Points Regarding the Survey Results: 4. Other Notable Trends

(1) Management challenges: Labor costs (including salaries and bonuses) of
employees the top factor for increased costs

> In terms of management challenges (factors for increased costs), “labor costs (including salaries and bonuses)” emerged at the top
at 60.9%, up 6.0 points from the previous year (54.9%), followed by “recruiting workers (regular workers and engineers)” at
53.6% (p.17). The unemployment rate has remained low (in the 5% range since September 2018) in Canada, making recruiting
difficult for Japanese companies as well.

(2) Procurement from Asia grew, particularly from Japan

> In terms of procurement sources for raw materials and parts, procurement from within Canada (procurement rate 31.5%) and
within the NAFTA region (U.S. and Mexico: total 24.6%) decreased from the previous year (36.1% and 66.1%), while
procurement from Asia increased (p.15). In particular, procurement from Japan grew to 22.6%, up 4.6 points from the previous
year (18.0%). Procurement from China, ASEAN, and South Korea/Hong Kong/Taiwan came to 8.2%, 4.4%, and 4.3%,

respectively, all increasing year-on-year.
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It Forecast: //.1% Said Profitable, Marking Eighth Consecutive Year of
70% or Above

For 2019, 77.1% of the respondents said they expected a positive operating profit, up 2.3 points from the previous year (74.8%) and
marking the eighth straight year of the percentage staying 70% or above. When viewed by sector, manufacturing recorded 79.4% while
nonmanufacturing came to 75.0%. When viewed by industry, food/agricultural products and plastic products (100%) and sales
companies (88.0%) recorded high profitability percentages. Real GDP growth is expected to slow down in 2019, but Japanese
companies are expected to retain robust earnings.

Operating Profit Forecast and Real Canadian GDP Growth Operating Profit Forecast for 2019
(By Sector)

%) —=o=Profit =—s=—Breakeven ==m=[0ss Real GDP Growth Rate %) m Profit = Breakeven ®Loss
90 6 0 20 40 60 80 100 (%)
5.2 81.6
..5 2 771 5 ;
80 741734 75.8 759754944760 753748 Manufacturing (68) 79.4 1327 4

39/782 \

.—.s./.\72'3/.—./
()

- ./ \ 4
70 67.0
713 .&" 5/ 652642 Non-Manufacturing (76) 75.0 g_u.
60 3. 3.1
3.0 26 / » Factors for Profits
H 2.3 1.9 15
50 2.1 51.5 : » Solid Canadian economy [Sales company]
18 18 1.0 18 1 « Stable economic growth, environment, support measures,
’ efforts by well-experienced local staff [Sales company]
40 11 » Since the 2008 financial crisis, we have worked on enhancing
0.7 0 efficiency to build resilience against production decline and
# of respondents (2019) : 144 foreign exchange risks; as a result, we were able to secure
30 profit through cost cuts. [Plastic products]
. 25 6 -1 * A major factor for turning a profit is improving business
211 22.5 18.8185 /‘ efficiency and other measures to curb expenses. Because our
20 [ ] A 17.7 " 17 7 17 5 products are 100% imported, we are significantly affected by
15.3 =_A\A 14 - 1271 14 0132 -2 foreign exchange; but we offset negative effects by adjusting
0'911'3/. / Nl 7 i < A prices and curbing expenses. [Sales company]
10 7.6 g—m” A u’16 2\ 1 47 6 4 .—I~ >< A>< e Sales strategy and extensive customer support [Sales
A/ \A 12.2 ' l’ —n 12.411.9 11 310. 9 /11 2 -3 company]
10.9 71 10.0 91 9.6 A 2,9 9.1 ) . *  Won a major order for high-specification Japanese products
0 : 7.4 4 which cannot be made in Canada. [Wholesale and retail
- trade]
98 99 00 01 02 03 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 (Year) «  Marketing services and content beyond existing advertising
. i . areas are growing. [Miscellaneous non-manufacturing
Note: The GDP growth rate for 2019 is the advance estimate. No survey conducted in 2004 industries]
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1. Business Sentiment DI: Major Deterioration from Previous Year,
2020 Forecast Suggests Rebound

The diffusion index (DI) for business sentiment (the difference between the rates of improvement and deterioration) in 2019 stood at
-2.1, a deterioration of 18.9 points from the previous year. Respondents expecting a “decrease” in their operating profit for 2019
accounted for 33.6%, up 9.1 points from the previous year (24.5%), while those anticipating an “increase” accounted for 31.5%, down
10.2 points from the previous year (41.3%). The DI predicting business sentiment for 2020 was 15.1, and companies expecting a
“decrease” in their operating profit came to 17.8%, marking a decrease.

Year-over-year Operating Forecast Profit Changes Reasons for Decreased Operating Profit Forecast
. for 2019 (Multiple Answers)

(%) —e=—|ncrease  =—s=—Remain the same ==m=Decrease
60 57.6 m All industries (49) Manufacturing (27)
52.451 6 " 50.6 16,9 474 49.3 Non-Manufacturing (22)
" 413 458425425 125 429 ¢ 411 @ a3 A 0 10 20 30 40 50 60 70 (%)
3381 o 0397 o7 N7\ /
35 0 \3 \36321 7 , 31 @ ®.336/ _ I 551
34. 2 ) . 57 A32.7'm >.< : 340 34.3 X -634 9 Sales decrease in local markets 48.1 o
375 “35.1 366352 G s’ 373 \{7/‘@1 '
30 259 . o 32.9 5‘ 29 e I 367
27 ._ 31. Increase of labor costs 40.7
o 26.4 . / 28.1 21 sy M S—n_ ./25 A e N 318
210\ s 213 m 20.6 241230, 78504245 m I 206
[ ] /17 1.0 20.1 178 Increase of procurement costs 29.6
10 14.2 u : 318
111 Sales decrease due to export L 24-533 3
0 slowdown 13.6 ’
98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 (Year)
P Estimate Forecast Increase of other expenditures I igg

# of respondents (2019) : 146 (e.g., administrative/---
# of respondents (2020) : 144

i i Production costs insufficiently BN 184
Business Sentiment DI Trends e ok s

18.2

©n Negative Effects of B 163
40 27 32 5 31 o5 trade restrictive measures 11.1
20 22 18 22 16 17 151 by governments 22.7
20 37N 10 9 22 Effects of exchange rate - 10124 8
-5 14 fluctuation 45

0 3 /3 -2

98 99 00 01 02 03 04 05 06 07 08 09/ 10 11 12 13 14 15 16 17 18 19 20 (Year) other I 24 |
-20 X Estimate Forecast 13.6 '
-40 -36

Note: No survey was conducted in 2004. DI for 2004 was the estimate from the 2003 survey.
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over the Past Year; Those with Plans to “Increase” also Declined to around 30%

Only 28.8% of the respondents had “increased” their number of local employees in the past one-year period, down 5.0 points from the
previous year (33.8%) and falling below 30% for the first time in three years (since the fiscal 2016 survey (28.2%)). When viewed by
sector, among non-manufacturers, more than 30% (32.5%) had “increased” local staff. Asked about their plans going forward, 31.5%
said they planned an “increase,” down 9.4 points from the previous year (40.9%) and the lowest in three years (since the fiscal 2016

survey (28.4%)).

Changes in Number of Local Employees
(Change over Past Year, By Industry)

mIncrease = Nochange ® Decrease

0 20 40 60 80 100(%)

All industries (146) m ek @ B Wﬂ]
Manufacturing (69) NS a S AR e o)
General-purpose and production machinery (6) m@\ﬂ&\w
Electrical machinery, electronic devices (5)  INZZ QN0 M S naaa GO0 s
Transportation equipment (motor vehicles, motorcycles) (5) IO W0 M= ‘W"{A‘k\
Food, processed food, agricultural or fishery products (7) PSS sy meas \
Transportation equipment parts (motor vehicles, motorcycles) (14) {IZWIEEaE Wﬂ\ ‘\Xm'-
Plastic products (5) \\m\\\ ‘!ROI@’\\ W
Miscellaneous manufacturing industries (6) KIGyAR S s RIe iiaanmmannnm
Non-Manufacturing (77) m samb RO 15 O
Sales company (25) Y. W0 M (G e B OO
Accommodations, travel, restaurant (9) m W?’W"&\ m-
Wholesale and retail trade (12) WA S mmy s e
Mining (9) \W \IRMO‘Q\ W
Miscellaneous non-manufacturing industries (10) IS0 O I 2 000 R Bl O WO

Note: Graph lists only those industries in which valid responses were
received from five or more companies.

Changes in Number of Local Employees (Plans, By Industry)

m Increase = No Change & Decrease

(%)
100

80
60
40

20

o

Trends in Change in Number of Local Employees

(Change over Past Year)

= No change m Increase

-
-

anges in Number of Local Employees: Only around 30% “Increased” the Number

A2

W////

02 03 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 (Year)

Note: 2002 reflects changes over previous three years; no survey conducted in 2004

95) (%0)
0 20 40 60 80 100(0)100

All industries (143) NGNS IS Rl Al

Manufacturing (68) IECTSWC T 5 s 50 panas W
Transportation equipment (motor vehicles, motorcycles) (5) N1 0 0 M s Ym
Food, processed food, agricultural or fishery products (7) IS 7% I oy O s
General-purpose and production machinery (6) G S JEC Il 50 0 s \‘l"‘
Transportation equipment parts (motor vehicles, motorcycles) (14) PNV MESsEsss m'm\ ‘Q\m-

Plastic products (5) m iy QO Q) )
Miscellaneous manufacturing industries (6) IHIGIFAS S s e ns s \‘z«m

Non-Manufacturing (75) m Wﬁ\ T

Sales company (25) m m m
Accommodations, travel, restaurant (9) m 'Wm RRRRER
Wholesale and retail trade (12) m V’\Eﬁ\\ ‘@&

Mining (9) TIMNEEaaaas Wﬁgk\ W

Miscellaneous non-manufacturing industries (10) m m sass] () 0)

Note: Graph lists only those industries in which valid responses were

received from five or more companies.
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Survey on Business Conditions for Japanese Companies in Canada

. Numbers of Employees and Expatriates from Japan: Median Values
per Company Were 58 and Two, Respectively.

The 146 respondents had approximately 40,000 employees in total, with the per-company average coming to 269 and the median value,
58. Among manufacturers, 26.1% (18 companies) said they had “11-50 persons,” with the median value being 72. Among non-
manufacturers, 31.2% (24 companies) had “10 persons or fewer,” with the median value coming to 41. The 143 respondents had 363
expatriates from Japan in total, with the average coming to three and the median value, two. When viewed by sector, among
manufacturers, 26.5% (18 companies) had “one person,” with the median value being two. The most common answer among non-
manufacturers was also “one person” at 28.0% (21 companies), with the median value of one.

Numbers of Employees: Average and Median Values Numbers of Expatriates from Japan: Average and Median Values

(Unit: Employees) (Unit: Expatriates)
Sector Tognlsluor;]sg i Average Median Sector Toéa;(lpr:::?akg el Average Median
All industries (146) 39,310 269 58 All industries (143) 363 3 2
Manufacturing (69) 27,190 394 72 Manufacturing (68) 208 3 2
Non-Manufacturing (77) 12,120 157 Non-Manufacturing (75) 155

Breakdown of Numbers of Employees by Sector Breakdown of Numbers of Expatriates by Sector

Manufacturing Non-Manufacturing Manufacturing Non-Manufacturing
(# of respondents) (# of respondents)
50 50
# of respondents: 146 29 # of respondents: 143
40 37) 20 (39)
(33)
30 (29) (30
% 9 gy @ 21 (26)
(19) 15
20 # 11 12 20 18 15 (16)
9 5
10 18 (8) 10 18 15
9 12 13 10 é ) 1 il il o) @)
0 1 0 1 2
10o0rless  11- 51- 101- 301- 1001- 3001 0 1 2 3-5 6-10 11-20 21 or over
50 100 300 1000 3000 or over (# Of emp'oyees)

(# of employees)
Note: The number in () indicates the total number of respondents in all industry types (manufacturers + non-manufacturers).
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. Capita
Previous Year

Investments: Approx. 40% of Companies Increased Investments from the

39.8% of respondents said their capital investments for 2019 surpassed those made the prior year, up 1.0 point from the previous survey
(38.8%). Asked about the purpose of the capital investments, 51.7% said “maintenance and/or repair of existing equipment,” while
32.2% cited “application of ICT such as Al and 10T,” up 10.8 points from the previous survey (21.4%). Those answering “labor-saving
or streamlining measures” accounted for 25.4%, up 5.6 points from the previous survey (19.8%). When viewed by sector, among
manufacturers, 58.7% said “maintenance and/or repair of existing equipment,” while 49.1% of non-manufacturers cited “application of

ICT such as Al and 10T.”

Changes in Capital Investments The Purpose of Capital Investments (Multiple Answers, By Sector)

(%)

= Increased by over 30%
year-over-year (yoy)

Increased by 10% to less
than 30% yoy

Increased by 1% to less
than 10% yoy

1 No change
Declined by 1% to less than
10% yoy

= Declined by over 30% yoy

Capital Investments Plans for 2020 and Beyond

mncrease = No change & Decline

0 20

5518’

Increased:
39.8

# of respondents:
138

=

60 80

255 ANAAAANNGEAANNNNNNNNNN 113 ]
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# of respondents: 141

100 (%)

m All industries (118)

Maintenance and/or repair of
existing equipment

Application of ICT such as Al and 10T
Labor-saving or streamlining measures

Strengthening productivity and/or sales

Launch of new business, production of new
products or improvement of existing products

Research and development
Environmental measures

Other

Manufacturing (63)
0 10 20 30 40 50

Non-Manufacturing (55)

I 51.7
58.7
43.6

49.1

Responding to Computerization Trend

Besides upgrading internal infrastructure, we began offering Al-based

marketing services to customers. [Miscellaneous non-manufacturing

industries]

» By deploying system applications, we enable customers to directly place
orders online using systems and save labor. [Sales company]

60 (%)
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<Ref.> Trends in Capital Investments since 2000 Survey: The Highest Since 2005

The proportion of companies that “increased” capital investments has been staying above 30% since 2017, reaching 38.8% in 2018 and
39.8% in 2019 - the highest since 2005. However, just 25.5% plan to “increase” their capital investments in 2020, which suggests a
decline in investment willingness.

Changes in Capital Investments in 2019 (By Sector) Capital Investments from 2000

OAIl industries(138) B Manufacturing(68) @ Non-Manufacturing(70) —e—Increase —i—No change =—m=—Decline

(%)
0 10 20 30 40 50 60 70(%) 70
Increased by over 30% ~NEEG—_ 13-% 6 63.1
year-over-year (yoy)  ||||ll 8.6 ' 8.9 A
17.4 60 581 999 o 555 ¢
Increased by 10% to less than 30% yoy 17.6 AN 4
171 577 AN
9.4 55.4
Increased by 1% to less than 10% yo 8.8
Y yey 10.0 50
P 55.8
No change 50.0
CECECCELCECECEEER A ECECEER TR 61,4 38.8 39.8
022 40 o—¢
Increased by 1% to less than 10% yoy — 2.
y 1% o yoy | 1?49 326 Siy \‘
0 ®_29.6 \
Increased by 10% to less than 30% yoy 8 333 349 ¢ 89 ..’ .5./ \‘
| d by over 30% 5% e %
ncreased by Over 30% yoy 1?49 # of respondents: 138 :
20 57
Capital Investments Plans for 2020 and Beyond (By Sector) 12.712.3 o6 11.3
mincrease ~ =Nochange  ®Decline 10 / Su 5.8 :
) . NCas 0
0 20 40 60 80 100 (%) N

All industries (141) M\\\\\\\\\ﬁ%ﬁ%\\\\\\\\\\\w 0 # of respondents(2019) : 141

00 01 02 03 05 06 07 08 09 10 11 12 13 14 17 18 19 20 (Year)

Manufacturing (69) M\\\\\\\N"’t@\k\\\\\\\\\w Estimate Forecast
Non-Manufacturing (72) M\\\\\\\\\\X@\k\\\\\\\\\\\m

Note: No survey was conducted in 2004, 2015 and 2016 were not included in the questions.
# of respondents: 141
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2. Future Business Direction: Fewer Companies (36%) Planning “Expansion”

35.6% of respondents said they had their sights on business expansion in the next year or two, down 10.6 points from the previous
survey (46.2%). When viewed by sector, the figure was 36.2% for manufacturers, down 13.1 points from the previous survey (49.3%),
and 35.1% for non-manufacturers, down 8.0 points from the previous survey (43.1%). Top reasons for expansion were “sales increase
in local markets” (69.2%) and “high growth potential” (38.5%); specific functions they plan to expand that ranked high were the “sales

function” (61.5%) and “production (high-value added products)” (26.9%).

Business Direction
in the Next 1-2 Years (By Sector)
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3. Procurement Sources: Procurement Rate Fell for NAFTA Region, Rose for Asia

The rate of procurement from within Canada was 31.5%, down 4.6 points from the previous year (36.1%); the rate of procurement from
within the NAFTA region, combined with those from the U.S. (23.2%) and Mexico (1.4%), came to 56.1%, down 10.0 points from the prior
year (66.1%). Procurement from Japan was 22.6%, up 4.6 points from the prior year (18.0%); procurement from China was 8.2% (5.9% the
prior year), ASEAN, 4.4% (3.6% the prior year), and South Korea, Hong Kong and Taiwan, 4.3% (2.2% the prior year), showing strong
increases for procurement from Asia. As for procurement going forward, respondents generally planned to retain the current levels, but
some indicated policies to expand procurement from ASEAN and Mexico. Meanwhile, others mentioned plans to reduce procurement from
China and Japan. Among reasons for the change, fluctuations in procurement costs (34.8%) ranked high.

Sources of Procurement of Raw Materials/Parts Future Policies for Procurement Sources of
(By Country/Region) Raw Materials/Parts

(%) )
= Canada (Japanese companies in mIncrease = Stay the same & Decrease
Canada) 0 20 40 60 80 100 (%) Increase (# of
& Canada (Canadian companies) Canada: Canada respondents)
: anada (Japanese SE O] w—u
315 companies in Canada) (26) K&\\W&\\\\ g 1

Canada (Canadian companies) (38) 1l A Eks 4

O ampanics n Canade) (11 SNNNCUCRNN 1
Central and South America v Emm °
(excluding Mexico) 7 YN 300 | 00 3
Japan # of respondents: Ctzgirgluzr;ggs;\)ﬂuézi(ﬁ)r)nf(eeri)ca Nhiz;nmm 0

m Canada (Other foreign affiliated
companies in Canada) 4.|||| “

LY
Mexico %%//// )

China sapen (42) RN 6

m Korea, Hong Kong, Taiwan 226 China (15) NW 2
ASEAN Korea, Hong Kong, Taiwan (12) [EZJl Gl 3

Other f:ountries of Asia and L ASEAN (14) m@m 7
Srveones, BETEENSTN

Other evas EERNNERANNN 2

U.S., Mexico: Africa(5) 1

Note: Respondents calculated their ratios in these countri(azs4é?1d regions based on monetary amounts.  Note: Graph lists only those countries or regions in which valid responses

Total sales equals 100%. The chart indicates the average. were received from five or more companies.
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3. Sales Destinations: NAFTA Market Made Up 82.2%; Japan 14.3%

The Canadian market accounted for 64.0% of sales (67.1% the prior year), and NAFTA (U.S. and Mexico together) made up 82.2% of
sales (82.7% the prior year), while Japan accounted for 14.3% (12.9% the prior year). In terms of major industry types, Canada
accounted for a high percentage of sales at sales companies (95.0%) and general-purpose and production machinery (83.0%), while
sales to Japan were high among accommodations, travel, restaurant (43.0%) and wholesale and retail trade (32.7%). Many companies

reported considering expanding sales channels in Canada and the U.S. under their policies going forward.

Product/Service Sales Destination (By Country/Region)
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Future Plans for Product/Service Sales Destination
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Total sales equals 100%. The chart indicates the average. were received from five or more companies.
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Survey on Business Conditions for Japanese Companies in Canada

4. Factors for Increased Costs: “Labor Costs,” “Recruiting Workers” Presented
Continued Challenges

In terms of management challenges (Factors for Increased Costs), “labor costs (including salaries and bonuses)”” took the top place at 60.9%,
up 6.0 points from the prior year (54.9%), followed by “recruiting workers” at 53.6% (the prior year 59.2%). When viewed by industry,
“labor costs (regular workers and engineers)” was a common answer among sales companies (78.3%) and transportation equipment parts
(motor vehicles, motorcycles, 76.9%), while “recruiting workers” was widely cited by accommodations, travel, restaurants (77.8%) and
transportation equipment parts (motor vehicles, motorcycles, 69.2%).

Management Challenges: Factors for Increased Costs Higher Wages, Recruiting of Workers
(Multiple Answers) (By Sector/Industry)

Labor costs (including salaries and bonuses)

0 10 20 30 40 50 60  70(%) Recruiting workers (regular workers and engineers) 0 20 40 65(21 : 80 100 (%)
st bonsey | IR 6 ¢ O =
SEABITES E1IE (F0TITSES) ' Transportation equipment (motor vehicles, motorcycles) (13) 76.9
Heorarsmdengnees) T 5: | o7
workers and engineers) [ Non-Manufacturing (72) 50.0
Foreign exchange risks _ Sales company (23 78.3
(U.S/Canadian dollar) 384 PR () 52.2
Accommodations, travel, restaurant (9) 66-;7 8
Retention of workers _ 34.8 '
Wholesale and retail trade (10) 20.0 50.0
Raw material, natural resource _ 29.7 : 3
and/or commodity prices ' Mining (8) 25.0 7S
Transportation costs _ ; . - ; 90.0
(including gasoline price) 28.3 I\/!lscellaneous non. manufzj\ctu.rlng |n.dustr|e? (20) 49.0 .
Cost of dispatching Japanese expats 167 Note: Graph | ists only those industries in which valid responses were received from eight or
(such as setting up living conditions) : more companies.

Occupations for Which Recruiting Is Challenging, Wage Increase Rates

* Wages are increasing due to seniority of workers. Even though the rate of increase is not that high, the

Increas_,e 9fta”ﬁs - 10.1 pool is large, and this results in increased costs. Wages rose 2.5% from the previous year.
(Trade-restrictive measures)
[Sales company]

Foreign exchange risks
(yen/Canadian dollar)

15.9

Related regulations - 9.4 +  Difficult to recruit IT engineers and those with experience in Al and other cutting-edge technology.

Wages rose 4-5% from the previous year. [Information and communications]
- S * Recruiting is difficult across nearly all positions, particularly for salespeople and factory workers.

Travel expenses (including airfare - . . : ’ :
p ( g ) 8.7 Wages increased about 11% from the previous year. [Food/agricultural products]
» Recruiting is challenging for forklift operators, off-shift operators, and engineers. Wages increased
Healthcare costs - 8.0 about 2.3% from the previous year (for full-time staff) and about 20% (for contract employees).
) ) [Plastic products]
Financing costs . 5.8 » Recruiting is a challenge for experienced air/conditioning sales staff/sales engineers. [Sales company]
* Recruiting is difficult for staff who are well versed in trading who can also talk about technical matters
Other - 6.5 # of respondents: 138 with engineers at customer sites. Wages rose about 5% from the previous year. [Wholesale and retail
trade]

» Difficult to recruit Japanese-English bilingual phone staff with a valid visa. Wages increased about 10%
from the previous year. [Miscellaneous non-manufacturing industries]
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. Countermeasures against Factors for Increased Costs: “Reducing Expenses Other
than Payroll” the Top Response

In terms of countermeasures, “reducing expenses other than payroll” (44.4%), “enhancing internal communication” (37.8 %), “improving
the working environment (enhancing benefits, etc.)” (34.8%) were the answers most often given. When viewed by industry, “reducing
expenses other than payroll” was the most frequent response in the fields of sales companies (66.7%), while “enhancing internal
communication” and “improving the working environment (enhancing benefits, etc.)” were the top answers in transportation equipment
(motor vehicles, motorcycles) (76.9% each).

Countermeasures for Factors for Increased Costs Specific Countermeasures
(Multiple Answers) » Share materials and change suppliers, review logistics providers. [Miscellaneous manufacturing

0 10 20 30 40 50 (%) industries]
» Review warehouse storage and transport schemes. [Sales company]

Rl etana vt 44.4 * Increase handling of products not subject to import restrictions, diversify suppliers. [Wholesale and
Enhancing internal communication 37.8 retail trade]
|mpro(\éinnhg,a:gnwogek;g%;n\gco;mem 34.8 » Make a capital investment so that product packaging lines that have been performed manually use less
Enc%uraging atomation 28.9 human labor. [_Sales company] _
and power conservation + Product branding and marketing in the sales market [Food/agricultural products]
Increasing wages 28.1 » Annual review of sales prices [Wholesale and retail trade]
Increasing prices of products (or services) 24.4 +  Consider and deploy [oT/Al [Sales company]
Reviewing suppliers of raw materials » Review product lineup and business model. [Information and communications]
and procurement content » Promote use of IT for work that can use less human labor. [Sales company]
Encouraging recruitment of local staff 141 + Standardize production structure. [General-purpose and production machinery]
__Reviewing production 11.9 *  We have primarily sold hardware, but are considering focusing on sales of technical support and other
(improvement, adding of value) R 0
Concluding temporary contracts 11 services going forwar_d. [Sales company] o
and OE‘;gﬁ;ﬁg‘e@'rﬁggﬁ}zn » Standardize changes in fees. [Transport activities, warehouse]
change of payment method 8.9 » Reduce business trips and other expenses, increase repair and maintenance margins, lower health

Using web conferences 8.1 insurance contribution ratio, contracts with distributors. [Sales company]
Rev;env(\j/igg ﬁgriver%tcho;dtgacts 74 . Autpmation for reducing both labor costs and injuries [Transportation equipment parts (motor
Cost-cutting through mglss production 5.2 VehIC|_ES, mOtorCyCIeS)] i i
and volume sales : » Effective use of sales and advertisement spending [Sales company]
Increasing local procurement rate 4.4 * Reduce personnel through early retirement, curb the number of full-timers by using contract staff and
interns, improve logistics efficiency. [Sales company]

Reviewing medical insurance policy 4.4
i » Promote hiring of local staff, increase outsourced operations. [Accommodations, travel,
Introducing remote work 3.0
restaurants]
Reviewing financing methods 3.0 « Increase opportunities for information sharing. [Mining]

Utilizing experts 2.2 * Maintain wage competitiveness to improve retention [Construction, plant]

Shifting production/service capabilities 15 * Hold internal evepts to foster a sense of belonging among employees. [Transportation equipment

to third country/areas ' parts (motor vehicles, motorcycles)]
Other 5.2 # of respondents: 135 +  Pay market-competitive salaries and flexible work structure. [Wholesale and retail trade]
No particular measures 10.4 » Expand benefits menu, including health insurance.[Accommodations, travel, restaurants]

Note: Top specific measures for “reducing expenses other than payroll” were “encouraging automation and power conservation” and “reviewing suppliers of law materials and procurement content.”

Copyright © 2020 JETRO. All rights reserved. 18



Survey on Business Conditions for Japanese Companies in Canada

4. Company Benefits: “Working Environment/Housing,” “Education,” “Health/Medical”
Most Cited

Asked about the benefits they offered, respondents commonly answered “working environment/housing” (76.1%), “education” (76.1%)
and “health/medical” (73.9%). In terms of specific items, more than half cited “accident and sickness benefits” (59.0%) and “in-house
training program” (56.7%). The survey found that companies offer a wide range of benefits from various allowances to on-site/off-site

training.

Benefits Given to Local Employees (Multiple Answers, By Sector)

CJAIl industries(134) H Manufacturing(64)

Working environment/housing

Education

Health/medical

Asset-building

Other

Nothing special provided

Copyright © 2020 JETRO. All rights reserved.

[0 Non-Manufacturing(70)
0 10 20 30 40 50 60 70 80 (%)

76.1
78.1
74.3

76.1
76.6
75.7

73.9
78.1
70.0

35.8
34.4
37.1

Benefits Given to Local Employees/Specific Items (Multiple Answers)

Accident and sickness benefits

In-house training program

Paid maternity & paternity/child-care leave
Life insurance

External training program

Assistance for personal development and
qualification acquisition

Flex time

401(k) plan

Company car/commuter allowance
Work-from-home options

Health savings account

Free meals and snacks

Assistance for school tuition
Stock options

Company housing/housing assistance

10 20 30 40 50 60 70 (%)

59.0
56.7
47.8
47.0
45.5
41.8
39.6
32.8
32.8
239
16.4
12.7
11.9
3.0
3.0 # of respondents: 134
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4. Wages (Monthly Base Salaries): Median Values Were CAN$4,000 - CAN$7,000

The median value for monthly base salaries at factories etc. by occupation was CAN$4,000 for operators, CAN$5,267 for mechanical
engineers, and CAN$7,000 for production managers. The median value for monthly base salaries for office work etc. according to
occupation was CAN$4,000 for general clerks and CAN$6,500 for general administration section chiefs.

Operators General Clerks General Administration Section Chiefs
0 4,000 8,000
(CAD) 4,000 8,000 (CAD) 4,000 8,000 (CAD)
Manufacturing (25) 4,000

Food, processed food,
agricultural or fishery 4,000
products (3)

All industries (70) - 4,000

Manufacturing (32)

3,875

All industries (61) - 6,500

: N Manufacturing (29) 7,000
Transportation equipment
parts (motor vehicles, 3,442 Food, processed food, . .
motorcycles) (8) agricultural or 4,000 Transportation e_qmpment
fishery products (3) r(nrr;rg;?(r; )x;eIZIS;I?QS) 7,917
i H Transportation equipment
Mechanical Engmeers parts (motor vehicles, 3,700 Food, processed food,
0 4,000 8,000 (CAD) motorcycles) (9) ﬁsﬁgrr;cs:%rjéér(s) 7,000
Non-ferrous metals (3) |||||||||||||||| 3,520 ) _
Manufacturing (24) 5,267 Mlscellqneous [nanufacturmg
Miscellaneous industries (3) 8,000
Transportation equipment magufactur(in)g 4,245 .
arts (motor vehicles, 5,400 industries (4, i IS |
parts motorcycles) (8) . Non-Manufacturing (32) s = 6,275
Food, processed food, Non-Manufacturing (38) : 1 4,000
agricultural or 5,000 ' 1 Information and
fishery products (3) Information and 5.500 communications (3) 9,100
communications (4) !
. Information and
Production Managers Wholesale and communications (5 7,500
it 4000 ®
0 4,000 8,000 (CAD)
Sales company (14) 4,000 Sales company (12) 5,500
Manufacturing (29 7000 A dati travel Accommodations, travel
ccommodations, travel, ) )
Transportation equipment restaurant (7) 3,000 restaurant (5) 4,000
parts (motor vehicles, 7,250 Miscellaneous
motorcycles) (8) non-manufacturing 4,400 Miscellaneous non- 5,600

Food, processed food,
agricultural or 7,000
fishery products (3)

industries (4)

manufacturing industries (3)

1. The occupation answer options for manufacturers were operators (job types engaged in machine operation in the manufacturing process), mechanical engineers (technical positions for designing,
manufacturing and managing machines and equipment), production managers (section chiefs of production management departments), general clerks (general office workers) and general
administration section chiefs (section chefs of general affairs departments). The options for non-manufacturers were general clerks and general administration section chiefs.

2. This chart lists only the industry types for which valid responses were received from at least three companies.
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4. Wages (Annual Bonuses): Median Values Were 0.3 - 1.0 Month’s Pay

The median value of annual bonuses at factories, etc. by occupation was 0.3 month’s pay for operators, 0.3 month’s pay for mechanical
engineers, and one month’s pay for production managers. Meanwhile, the median value of annual bonuses for office work etc.
according to occupation was 0.8 month’s pay for general clerks and one month’s pay for general administration section chiefs.

General Clerks General Administration Section Chiefs

15 2.0 (Month(s)) 1.0 15 2.0(Month(s)) 1.0 15 2.0(Month(s))
Manufacturing (22) 0.3 All industries (60) 0.8 All industries (51) 1.0
Transportation equipment Manufacturing (28) 0.5
parts (motor vehicles, 0.0 Manufacturing (25) 1.0

motorcycles) (7)

. . Non-ferrous metals (3) - 0.5
Mechanical Engineers Transportation equipment

Transportation equipment parts (motor vehicles, 0.1
0.0 05 10 15 2.0 (Month(s
( ©) parts (motor vehicles, 0.1 motorcycles) (7)
motorcycles) (7)
. Miscellaneous
Manufacturing (21 . Miscellaneous 2
9 I manufacturing 1.0 manufacturing 1.4

industries (4) industries (3)

Transportation equipment
parts (motor vehicles, 0.0 Non-Manufacturing (32)
motorcycles) (7)

. Wholesale and
Production Managers retail trade (4) 18 Wholesale and 20

00 05 10 15 2.0(Month(s)) retailiiradel(d)

Non-Manufacturing (26)

Information and

communications (4) 10
Manufacturing (20) 1.0 ) Sales company (10) = 1.0
Accommodations, travel, 10 B
restaurant (7) ’
Transportation equipment Accommodations. travel
arts (motor vehicles, 1.0 e ! ’
parts ( Sales company (12) - 0.7 restaurant (5) 1.0

motorcycles) (5)

1. The occupation answer options for manufacturers were operators (job types engaged in machine operation in the manufacturing process), mechanical engineers (technical positions for
designing, manufacturing and managing machines and equipment), production managers (section chiefs of production management departments), general clerks (general office workers) and
general administration section chiefs (section chefs of general affairs departments). The options for non-manufacturers were general clerks and general administration section chiefs.

2. This chart lists only the industry types for which valid responses were received from at least three companies.
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4. Wages (Annual Salaries): Median Values Were CAN$50,000 - CAN$102,500

The median value of the annual salaries at factories, etc. according to occupation was CAN$50,000 for operators, CAN$77,150 for
mechanical engineers, and CAN$102,500 for production managers. The corresponding median value for office work, etc. according to
occupation was CAN$54,200 for general clerks and CAN$93,500 for general administration section chiefs.

General Clerks

General Administration Section Chiefs

50,000 100,000 50,000 100,000 50,000 100,000 (CAD)
Manufacturing (27) 50,000 All industries (70) 54,200 All industries (59) 93,500
Transportation equipment .
parts (motor vehicles, 53,000 LTy () L 000
motorcycles) (9) Manufacturing (30) 93,002
Food, processed food, Transportation equ_ipment
agricultural or fishery 48,000 parts (motor vehicles, 55,000
products (3) motorcycles) (9) Food, processed food,
Food, processed food, agricultudral or(fi)shery 100,000
= - agricultural or fisher 50,000 products (3
Mechanical Engineers ot @) N
0000 100,000 Tranrstpo(rtatlton eq#_lplment TR0
50, ) parts (motor vehicles, ,
Non-ferrous metals (3) | | | | | | | | | | | 42,240 motorcycles) (9)
Manufacturing (26) 77,150 Miscellaneous Miscellaneous
_ _ manufacturing 59,000 manufacturing 110,000
Transportation equipment industries (4) industries (3)
parts (motor vehicles, 73,000 i
motorcycles) (9) Non-Manufacturing (37) // % 54,400 .
Food, processed food, e Non-Manufacturing (29) 93 500
agricultural or fishery 65,000

products (3)

Information and

Lo 80,000
communications (4) Information and B0 000
Production Managers e communications (3) '
: 70,000
retail trade (5) ’
50,000 100,000 Wholesale and
retail trade (5) 110,000
Sales company (14) 57,500
Manufacturing (26) 102,500
Accommodations, Sales company (12) 74,350
Foo_d, processed_ food, travel, restaurant (7) 43,000
agricultural or fishery 100,000
Miscell
pro.ducts (".3) _ISCG af\neou§ Accommodations, travel,
Transportation equipment non-manufacturing 62,400 restaurant (5) 55,000
parts (motor vehicles, 97,503 industries (3)

motorcycles) (8)

1. The occupation answer options for manufacturers were operators (job types engaged in machine operation in the manufacturing process), mechanical engineers (technical positions for designing,
manufacturing and managing machines and equipment), production managers (section chiefs of production management departments), general clerks (general office workers) and general
administration section chiefs (section chefs of general affairs departments). The options for non-manufacturers were general clerks and general administration section chiefs.

2. This chart lists only the occupation categories for which valid responses were received from at least three companies.
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. Countermeasures against External Risk Factors: Majority Cited “Differentiation
from Competing Products”

In terms of countermeasures against external risk factors such as competing products and price wars with competitors, the top
responses were “differentiation from competing products” (52.2%), “strengthening customer service” (43.4%) and “review of product
planning” (35.3%). When viewed by industry, “differentiation from competing products” ranked high among food/agricultural products
and general-purpose and production machinery (83.3%), while “strengthening customer service” and “review of product planning”
were common answers among sales companies (66.7% and 58.3%, respectively).

Countermeasures against External Risk Factors (Multiple Answers) Specific Countermeasures

0 10 20 30 40 50 60 (%)  Shift to products with relatively high added value and set competitive prices.
Emphasize high quality. [Transportation equipment parts (motor vehicles,
motorcycles)]

Differentiation from competing products 52.2 S - .
PENG P » Sales strategy of specializing in products with little competition. Bolster
s heni . marketing of high-quality materials in areas that did not use such products in
EG LY L AITE SEEE 434 the past [Wholesale and retail trade]
) - » Differentiate from other companies through enhanced quality and stable
Review of product pricing 35.3 supply; improve cost competitiveness through automation. [Transportation
equipment parts (motor vehicles, motorcycles)]

Review and strengthening of sales method 32.4 « Improve convenience through deployment of B2B portal-based ordering
system, and differentiation through same-day delivery straight from

Development of new products 25.7 warehouse. [Sales company] o .
» Rather than product differentiation, we focus on building communities and

Review of production and supply system 213 contrlbu_tlng to communities. [Accommodangn_si travel, restaurants]

« Emphasize customer service. [Transport activities, warehouse]
. . * Price adjustment durin intense  competitions Miscellaneous
Utilizing advertisements and SNS 14.7 manufactujring industries] 4 . L
) ) ) » Increase accuracy of manufacturing cost table for reasonable pricing.
Shortening delivery time 14.0 [Plastic products]
. . . han imal sal hannels in r n han in the market.
Acquisition of rights such as trademark rights 3.7 E:S; egi;ipoap;y]a sales channels esponse fo changes in the market
o and design rights o * Marketing and branding in the sales market using media, advertisement and
Investigation of damages regarding pirated pilot stores, etc. [Food/agricultural products]
2.2
and counterfeit products .

Review warehouse and customer service work, quicker delivery through
Legal measures against pirated and 59 simplification and increased efficiency, strengthen sales structure through

counterfeit goods manufacturers : stepped-up training of salesforce, and bolster marketing using social media.
[Sales company]

Other = 15 » Deploying ordering systems. [General-purpose and production
) . dents: machinery]
No particular measures 16.2 # of respondents: 136 +  Consider e-commerce not only for BtoB but also for BtoC. [Sales company]

» Increase service outsourcing, improve sales activities. [Miscellaneous non-
manufacturing industries]

» Use partnership with the parent company to optimize procurement and sales
activity workload. [Fabricated metal products
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5. Trudeau Administration Policy Areas of Management Significance: “Trade” Cited by
70%o, Interest Particularly High in CUSMA

With respect to Trudeau administration policy areas of management significance, “trade” (70.5%), “diplomacy” (63.6%) and
“environment/energy” (53.8%) ranked high. While the percentage for “trade” fell 2.3 points from the previous survey (72.8%), that for
“diplomacy” rose 5.5 points from the previous survey (58.1%) and that for “environment/energy” rose 9.7 points (44.1%). In terms of
specific policy items, “Canada-United States-Mexico Agreement (CUSMA, trade)” was the top response at 56.1%, while over 40% of
respondents cited “US (diplomacy)” (49.2%), “Japan (diplomacy)” (43.9%) and “environmental regulation in general (environment/energy)”
(40.2%).

Trudeau Administration Policy Areas of Management Significance Trudeau Administration Policy of Management Significance

(Multiple Answers) (Specific Items, Multiple Answers)

0 10 20 30 40 50 60 70 80(%) 0 10 20 30 40 50 60 (%)
Canada-United States-Mexico Agreement 56.1
Trade 70.5 (CUSMA, Trade) '
Diplomacy 63.6 U.S. (Diplomacy) 49.2
) Japan (Diplomacy) 43.9
Environment/Energy 53.8
Environmental regulation in general 402
i Envi t/E :
Tax regime c2l (Environment / Energy)
Corporate tax (Tax regime) 38.6
Infrastructure _ 35.6
Increasing minimum wage 348
(Wage / Employment) :
Wage/Empl t . . .
age/Employmen _ 3.8 Work permit for foreign worker 318
(Immigration) '
Immigration 318 Comprehensive and Progressive Agreement 30.3
for Trans-Pacific Partnership (CPTPP, Trade) )
Social welfare 20.5 China (Diplomacy) 24.2
Other 0.8 Railway (Infrastructure) 19.7
# of respondents: 132 # of respondents: 132
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USMA on Japanese Companies in Canada and Countermeasures:

>. Effects o
54.0% Reported “No Impact”

Regarding the impact of the Canada-United States-Mexico Agreement (CUSMA) on Japanese companies in Canada, 54.0% said it has
had “no impact,” up 5.1 points from the previous survey (48.9%), while 27.3% said they were “not sure,” down 5.5 points, and 6.5%
said the impact was “equally positive and negative.” Respondents that reported a “negative impact” accounted for 5.0% (4.4% in the
previous survey). However, this answer was more common in the field of motor vehicles, motorcycles (transportation equipment:
20.0%, parts: 15.4%) and sales companies (12.0%). As for countermeasures for CUSMA, 44.7% reported “no change,” down 11.3
points from the previous survey (56.0%), and 42.6% said they were “not sure,” (20.6% in the previous survey), with these two groups
accounting for a majority. Among specific countermeasures, “change some or all procurement sources” was the top response at 10.6%.

Degree of Impact from the Enactment of CUSMA Items Having an Impact on Company Management
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Note: Graph lists only those industries in which valid responses were received from
eight or more companies.

electronic devices (5)
Transportation equipment
(motor vehicles, motorcycles) (5)

40 (%)

Requirement to purchase
70% North American steel and aluminum

—— .7
Exclusion from section 232 measures of the Trade Expansion Act
with respect to passenger vehicles and light trucks and automotive _ 38.7
parts if the U.S. imposes such measures
Review of Product Specific Rules (PSR) _ 32.3
Meeting the Labor Value Content rule _ 22.6
Refraining from competitive currency devaluations _ 12.9
including foreign exchange intervention .
U.S. measures to raise tariff rates on passenger cars from 2.5% - 6.5
Sunset Clause - 6.5

# of respondents: 31

Countermeasures

(Top Three, Multiple Answers) Sources Due to CUSMA

Examples of Changes in Procurement

0 10 20 30 40 50 (%
" Industr Before After
Y| change Change
Nocrange I 44.7
North — | Europe
Change some or all - 10.6 Whole:'saleand America
procurement sources : retail trade . .
China — | Mexico
Notsure - [N 42.
o 2.6 Sales company| U.S. — | Japan

# of respondents: 46

Note: Countermeasures besides the three items above were production site changes, sales destination
changes and price adjustments.
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o. Effects of CUSMA in the Three Countries: “Negative Impact” Most Reported in
Mexico by 25% of Respondents

With regard to the effects of CUSMA, a comparison of the survey results with those for separately conducted surveys of the U.S. and
Mexico revealed that respondents engaged in manufacturing in Mexico cited a “negative impact” at the highest rate proportionally
(24.5%), whereas the only 4.6% of respondents in Canada and 4.3% of respondents in the U.S. reported the same. In the field of
transportation equipment (motor vehicles, motorcycles), more respondents in the U.S. and Canada cited negative impacts (23.1%,
20.0%), while in transportation equipment parts (motor vehicles, motorcycles), more respondents in Mexico said they had experienced
a negative impact (36.8%). In terms of items having an impact on company management in the manufacturing industry, “exclusion
from Section 232 measures of the Trade Expansion Act with respect to passenger vehicles and light trucks and automotive parts if the
U.S. imposes such measures” was the top response in the U.S. (49.5%) and in Canada (44.4%), whereas in Mexico it was “meeting the
labor value content rule” (37.9%).

Degree of Impact from the Enactment of CUSMA Items Having an Impact on Company Management

(U.S., Mexico, Canada) (U.S., Mexico, Canada; Multiple Answers)
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Note: From the manufacturing industry in the U.S., companies engaged in “Manufacturing” were sampled. 11
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5. Countermeasures Regarding CUSMA in the Three Countries: Changes in
Procurement Sources the Highest in the U.S. and Mexico

Regarding countermeasures following CUSMA, in a comparison with the survey results for the U.S. and Mexico, “no change” accounted for
approximately 40-50% of the respondents’ answers (Mexico 49.0%, Canada 47.8%, U.S. 39.2%). However, “change some or all procurement
sources” was a more common response in the U.S. (14.4%) and in Mexico (14.2%), and “transfer some or all production sites here from other
locations” was a more common response in Mexico (14.8%) than elsewhere. When viewed by industry, the results showed that changing
procurement sources was proportionally high in Mexico in the field of iron and steel at 36.4%, while transferring production sites to the local
country from other locations was a more common response in the U.S. in transportation equipment (motor vehicles, motorcycles) at 42.9%, whereas
29.8% of respondents in Mexico engaged in transportation equipment parts (motor vehicles, motorcycles) cited this change.

Countermeasures Regarding CUSMA (U.S., Mexico, Canada; Multiple Answers)
Transportation equipment parts

Transportation equipment

Manufactures : Iron and steel .
(motor vehicles, motorcycles) (motor vehicles, motorcycles)
mU.S. (153)  Mexico (155) * Canada (23) mU.S. (42)  Mexico (57) I Canada (6) mUS. (11) = Mexico (11) mUS. (7) = Mexico (10)
0 20 40 60 80 100 (%) 0 20 40 60 80 100 (%) 0 20 40 60 80 100 (%) 0 20 40 60 80 100 (%)
Change some or all - %2‘21' Change some or all L 112% 1 Change some or all - 27.3 Change some or all - 28.6
procurement sources 87" procurement sources 0 . procurement sources 36.4 procurement sources 20.0
Transfer some or all Transfer some or all Transfer some or all Transfer some or all
production sites to L 1](_) 458 production sites to H 95 29.8 production sites to . 9.1 production sites to _ 42.9
the country where 87" the country where 167 the country where 18.2 the country where 10.0
your company is located : your company is located 1 your company is located your company is located
Transfer some or all Transfer some or all Transfer some or all Transfer some or all
production sites from the H 85 production sites from the m 95 production sites from the 0 production sites from the - 28.6
sountry where your company 87 country where your company 3. 16.7 country where your company 18.2 country where your company 0
is located to other places ' is located to other places 1 is located to other places is located to other places
Il 131 B 71
Adjust sales prices 10.3 Adijust sales prices 17.5 Adjust sales prices . 273 Adijust sales prices I 286
43 167 27.3 0
Change some or all M 353 Change some or all 07 0 Change someorall 0 Change some or all [l 28.6
sales destinations 87 sales destinations 16,7 sales destinations 18.2 sales destinations 0
Decidetomake 1 4.6 Decide to make 48-8 Decidetomake [l 9.1 Decidetomake [l 14.3
additional investment 04'5 additional investment 0 8 additional investment 9.1 additional investment =~ ()
20 0 0 m 143
h h h h .
Other O]__Q Other (j)l__8 Othre 0 Other 10.0
. 39.2 I 476
No change 49.0 No change 33.3 No change . 364 No change Il 143
4738 83.3 36.4 40.0
. 359 I 333
Not sure 22.6 Not sure 19.3 Not sure - 18.2 Not sure - 28.6
39.1 0 27.3 30.0

Note: From manufacturing and various industries in the U.S., companies engaged in “Manufacturing” were sampled.
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0. Effects o anges In the Trade Environment: 20% of Respondents Reported
Negative Impact

Concerning the impact at present from changes in the trade environment, such as additional tariffs, “no impact” was the most common response
at 38.1% (51 companies), followed by “not sure” at 29.1% (39 companies) and “negative impact” at 22.4% (30 companies). By major industry
type, “negative impact” was a leading answer in the fields of transportation equipment parts (motor vehicles, motorcycles, 60.0%), wholesale
and retail trade (36.4%) and food/agricultural products (33.3%). The main areas where this negative impact is being felt included
“import/procurement cost” at 53.3% (16 companies), “domestic sales (sales in the Canadian market )” at 33.3% (10 companies) and “production
cost” at 20.0% (6 companies). “Import/procurement cost” was cited by 70.6% of manufacturers, with the proportion reaching 100% among
those in the field of transportation equipment parts (motor vehicles, motorcycles).

Current Impact Due to Changes in Trade Environment Areas to be Negatively Affected by Changes
in the Trade Environment (Multiple Answers)

® Negative i Equally positive and negative ~ ®Positive = No impact Not sure 0 10 20 30 40 50 60 (%)
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Note: Only industries for which at least five companies gave valid responses are listed.
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6. Effects of the Changes by Policies: “Additional U.S. Tariffs on Steel and Aluminum”

the Top Response

Of the companies that reported experiencing a “negative impact,” 57.7% (15 companies) said that the specific policy having such
impact on them was “additional U.S. tariffs on steel and aluminum,” while 34.6% (nine companies) said it was “retaliatory tariffs of
Canada in response to additional U.S. tariffs on steel and aluminum.” In terms of major industry type, these policies were each cited by
66.7% (4 companies) of sales companies.

Specific Policies Having a Negative Impact (Multiple Answers)

Additional tariffs of the U.S. imposed on
steel and aluminum (Section 232 of the
Trade Expansion Act in 1962)

Retaliatory tariffs of Canada against
additional tariffs of the U.S. imposed on
steel and aluminum (Section 232 of the

Trade Expansion Act in 1962)

Retaliatory tariffs by China toward the U.S.
in response to additional tariffs imposed by
Section 301 of the Trade Act in 1974

Additional tariffs imposed on
Chinese products based on
Section 301 of the US Trade Act

US national security investigation of
imports of automobiles and automobile parts
(Section 232 of
the Trade Expansion Act in 1962)

Export control and strengthening regulations
on investment by the US government

Not sure

0 10 20 30

40 50 60 (%)

# of respondznts: 26

Specific Effects of Changes in the Trade Environment

As iron and steel products made in China (both the world’s biggest market
and biggest manufacturer for such products) face diminished demand and
flood other regions, this could result in a global downturn. [Fabricated
metal products]

Experienced high management burden relating to steel and aluminum tariffs,
but the problem was resolved recently. [Transportation equipment (motor
vehicles, motorcycles)]

With respect to the additional tariffs on iron, steel and aluminum,
procurement costs were negatively affected in our transactions of parts with
a U.S. group company. [Transportation equipment parts (motor vehicles,
motorcycles)]

2018 was a tough year due to the additional tariffs on iron, steel and
aluminum, etc. Canada’s retaliatory tariffs against the U.S. roughly doubled
import duties on U.S. products beyond our absorbable extent; this forced us
to pass higher prices on to customers. [General-purpose and production
machinery]

In terms of business related to the U.S., after the retaliatory tariffs on imports
from the U.S. took effect in 2018, costs of importing U.S. products rose, and
we had no choice but to pass that portion on to customers. [Sales company]

Part of our products processed in Canada that use Chinese raw materials are
not recognized as Canadian products by U.S. customs and are subject to U.S.
additional tariffs on Chinese goods. So the processing site will be moved to
another group location, meaning that the Canada office will lose part of its
operations. [Food/agricultural products]

China’s retaliatory tariffs on U.S. goods have effects on seafood products.
We handle U.S. products as well, but China does not buy U.S. goods, so we
have switched to Canadian goods and taken other measures.
[Wholesale and retail trade]
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0. Responses to the Changes In the Trade Environment: Less than 20% Have
Changed Procurement Sources

Just 17.6% of respondents said they will change (or have changed) procurement sources in order to handle additional tariffs and other
changes in the trade environment. Those who answered transfer of production sites and change (changed) in sales destination accounted
for less than 10% of the total (8.9% and 6.3%, respectively). In terms of changes in procurement sources,
five of the seven respondents that answered had the U.S. as the main procurement source prior to the change, but after the change, only
one company had the U.S. as such a source, while those that said Canada (domestic) was the main source increased to three
companies.

Change of Procurement Sources (By Sector) Transfer of Production Sites (By Sector) Change of Sales Destinations (By Sector)

mYes mNo = Notsure mYes mNo = Notsure ®Yes mNo ~ Notsure
0 20 40 60 80 100(%) 0 20 40 60 80 100(%) 0 20 40 60 80 100(%)
All industries (51) All industries (45) fs&e] 71.1 All industries (48)
Manufacturing (30) Manufacturing (27) Manufacturing (29) ﬂ
Non-Manufacturing (21) Non-Manufacturing (18) Non-Manufacturing (19)

Major Changes in Procurement Sources

Main Sources after Change for Companies Whose Main Source

Main Sources before Change (Multiple Answers) Main Sources after Change (Multiple Answers) before Change had been the U.S. (Multiple Answers)
0 1 2 3 4 5 6 0 1 2 3 4 5 0 1 2 3 4 5
(# of respondents) (# of respondents) (# of respondents)
Canada 3 Canad
u.S. 5 anada 3
Thailand 2
Japan 2 Japan 2
China 2
India 1
Thailand 1
Vietham 1
Japan 1 .
Mexico 1 India 1
) U.S. 1
Thailand 1 # of respondents: 7 Other 1 # of respondents: 7 us. 1 # of respondents: 5
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. Changes =N\
Impact Expected to Be Limited

In the Trade Environment and Their Effects on Operating Profit:

Regarding the changes in the trade environment and their effects on prospective operating profit, 63.8% said they saw “no change” for
2019 and 56.8% responded the same for 2020. Companies that expected a “decrease” were less than 5% for both 2019 and 2020.
Meanwhile, less than 30% said they were “not sure” for 2019, but about 40% answered the same for 2020, indicating uncertainty going

forward.

Changes in Trade Environment and Their Effects

on Prospective Operating Profit (2019)

-

m Increase
m Decrease
= No impact

= Not sure

Changes in Trade Environment and Their Effects

on Prospective Operating Profit (2020)

\
= Increase \
m Decrease
= No impact # of respondents:
i 132 \

-y
S

(%)

= Not sure

The U.S.-Chinatrade conflict has not had much impact, directly or indirectly. [Transportation equipment parts (motor vehicles, motorcycles)]

The U.S.-China trade conflict has had almost no direct impact, but China’s import restrictions on Canadian agricultural products, triggered by the arrest of a Huawei executive,
are having effects on the market. [Sales company]
Canada’s retaliatory tariffs on U.S. iron, steel and aluminum increased tariffs on imports from the U.S. This forced us to pass higher costs on to customers, but because our
customers are affluent, it did not affect sales significantly. [General-purpose and production machinery]

The effects of President Trump’s tariff policy are not necessarily entirely negative, and may enable a third party to profit, but the concern is that predicting is impossible with
these tariffs. If we know tariffs will remain high, we would move ahead and review the supply chain, but no one knows how things will turn out. [Wholesale and retail trade]

Copyright © 2020 JETRO. All rights reserved.

31



Survey on Business Conditions for Japanese Companies in Canada

6. Effects of Changes in the Trade Environment (By Country and Region)

The effects at present of changes in the trade environment differ depending on the country and region. Whereas a “negative impact”
was most often cited in the case of the U.S. and China, “no impact” was the most frequent response for Canada and Japan, while “not
sure” was most cited for Mexico, ASEAN, and Europe. As for what effects the changes in the trade environment may have going
forward, there were fewer responses of “no impact” versus the effects at present, regardless of region, and the proportion of those who
were “not sure” increased. There was a slight decrease in the response rate overseas for those citing a “negative impact,” while as a
point of reference, the percentage of respondents in Japan who gave this answer was up 4.5 points (110 companies) at 26.3%.

Current Impact Due to Changes in Trade Environment Future Impact Due to Changes in Trade Environment
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Effects of the Changes by Policies (By Country and Region)

The effects of the specific policies having an impact on companies are multi-faceted (imports/exports, domestic transactions, etc.), multi-
layered (multiple taxation on the same goods), and multi-tiered (every level of the supply chain), and they vary significantly across different
countries and regions. For the U.S., the greatest number of companies cited “additional tariffs imposed on Chinese products based on
Section 301 of the U.S. Trade Act (First to fourth tranche)” as having an impact on their procurement costs (51.1%), followed by “additional
tariffs of the U.S. imposed on steel and aluminum” (42.7%) and “retaliatory tariffs by China against additional tariffs imposed on Chinese
products based on Section 301 of the U.S. Trade Act (24.6%)." The number of companies in the U.S. exporting to China was just 74
companies (12.8%), compared to 169 companies (31.0%) procuring goods from China.

Specific Policies Having an Impact in Each Country and Region (Multiple Answers)

C(I)?t;r;tig]or 1st most common 2nd most common 3rd most common
;Addltlonal tariffs |mpo§ed on Chinese ?Addltlonal tariffs of the U.S. imposed on steel Retallatory tariffs by Chinaagainst additional
uU.S. jproducts based on Section 301 of the US and aluminum (42.7%) tariffs imposed on Chinese products based on
‘Trade Act (First to fourth tranche) (51.1%) §Sect|0n 301 of the US Trade Act (24.6%)
Additional tariffs of the U.S. imposed on steel Retallato_ry tariffs against addltlona! tariffs of ;Re’galla.tory tariffs by (_Zhlna against additional
Canada and aluminum (47 5%) the U.S. imposed on steel and aluminum tariffs imposed on Chinese products based on
;(22.5%) ‘Section 301 of the US Trade Act (17.5%)
Mexico §Additional tariffs of the U.S. imposed on steel US national security investigation of imports §Export control and strengthening regulations
:and aluminum (36.8%) :of automobiles and automobile parts (33.0%) :on investment by the US government (22.6%)
éAdditionaI tariffs imposed on Chinese éAdditionaI tariffs imposed on Chinese éRetaIiatory tariffs by Chinaagainst additional
China iproducts based on Section 301 of the US iproducts based on Section 301 of the US tariffs imposed on Chinese products based on
‘Trade Act (First to third tranche) (40.4%) ‘Trade Act (Fourth tranche) (27.8%) :Section 301 of the US Trade Act (24.2%)
gRetaIiatory tariffs by Chinaagainst additional §Additional tariffs imposed on Chinese éAdditionaI tariffs imposed on Chinese
ASEAN tariffs imposed on Chinese products based on products based on Section 301 of the US Jproducts based on Section 301 of the US
Section 301 of the US Trade Act (26.5%) ;Trade Act (First to third tranche) (25.5%) ;Trade Act (Fourth tranche) (17.3%)
gRetallato_ry tariffs against addltlona! tariffs of : ,Addltlonal tariffs of the U.S. imposed on steel Retal!ato_ry tarl_ffs l_)y EU_agalnst US national
Europe  ‘the U.S. imposed on steel and aluminum and aluminum (20.1%) isecurity investigation of imports of
{(27.3%) ‘automobiles and automobile parts (20.1%)
éAdditionaI tariffs imposed on Chinese éAdditionaI tariffs imposed on Chinese éRetaIiatory tariffs by Chinaagainst additional
(Ref.) Japan products based on Section 301 of the US jproducts based on Section 301 of the US tariffs imposed on Chinese products based on
‘Trade Act (First to third tranche) (40.4%) Trade Act (Fourth tranche) (36.4%) :Section 301 of the US Trade Act (25.1%)

Note: Questions regarding the effects of additional tariffs imposed on Chinese products based on Section301 of the U.S. Trade Act are divided into two - the first to third tranches,
and the fourth tranche. However, tranches are not divided in the U.S. and Canada questionnaire.

The E.U.’s retaliatory tariffs against the U.S. national security investigation of imports of automobiles and automobile parts have not been implemented.
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Responses to the Changes in the Trade Environment (By Country and Region)

Regarding responses to the changes in the trade environment, the proportion of companies that said they would be changing their
procurement sources was highest in the U.S. (38.6%), followed by Canada (17.6%) and then Mexico (15.3%). The percentages of
companies who were transferring their production sites were the highest in the U.S. (14.7%), China (9.2%), and Canada (8.9%) in that
order. The percentage of those who said they would be changing their sales destinations was the highest in Mexico (12.9%), then China
(11.2%), and then ASEAN (8.6%). In the U.S., this ratio was only 4.0%, but the main reason for this is the fact that, traditionally, the
intra-regional sales ratio has been at least 80%, or 90% if Canada and Mexico are included.

Change of Procurement Sources Transfer of Production Sites

Change of Sales Destinations
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Note: Answer options for "Japan™ are "Yes" or "No" only.

Copyright (C) 2020 JETRO. All rights reserved. 34



Japan External Trade Organization

Contact details for inquiries:

Japan External Trade Organization (JETRO)
Americas Division, Overseas Research Department
TEL : +81-3-3582-5545

E-mail : ORB@jetro.go.jp

Responsibility for any decisions made based on or in relation to the information provided in this material shall rest solely on the reader. Although JETRO strives to
provide accurate information, JETRO will not be responsible for any loss or damage incurred by readers through the use of such information in any manner.

Copyright © 2020 JETRO. All rights reserved.



