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Key Points

Expansion of operations in Israel and Turkey, while
expectations for profits remain at the same level in the region.

[Operating Profit Forecast]

Regarding operating profit forecasts for 2019, about 50% of total companies in the Middle East reported a
surplus. Looking at the forecast for 2020 in comparison with the previous year, 60% of companies expect to
remain at the current level.

[Future Business Outlook]

Regarding future business development, about 50% of companies expect to maintain the status quo. Looking at
the results by country, about 60% of firms in Israel and Turkey expect to expand business, while about half of
firms in Iran expect to downsize. As promising fields, those in Israel point out "new industries" and those in
Turkey "consumer markets," especially the "food market."

[Investment Environment]
In terms of challenges in the investment environment across the region, an undeveloped or unclear legal system
ranked highest. The results show that all countries have their own distinctive issues.
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Survey Overview
. Objective I

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

3 A

Companies Surveyed

® A guestionnaire survey was locally conducted for Japanese-affiliated companies with bases
in each of the surveyed countries in the Middle East.

® Valid responses were received from 251 companies

(84 from UAE, 52 from Turkey, 25 from Saudi Arabia, 18 from Israel, 18 from Qatar, 15 from

Iran, 14 from Jordan, 12 from Kuwait, 7 from Bahrain, and 6 from Oman)

Period
—]

®September 9 - October 18, 2019 J

ResEonse Rate |

® The valid response rate was 91.9%. The survey was sent to 273 Japanese-affiliated
companies in 10 Middle Eastern countries.
Valid responses were received from 251 companies

Remarks
—J-

® This was the 7th survey for UAE and the 6th for Saudi Arabia. It was the 5th survey that
covered all industries for Turkey, and the third survey that had been performed in Qatar. It
was the second time it had been held in all other countries.

® JETRO informed the companies to be surveyed of the URL for the questionnaire, and
asked them to complete and return it, or sent them questionnaires in Japanese/English by
e-mail.

4
Notes
—l
® All response rates are shown in percentages (%). The response rate is rounded off to the
second decimal place. As a result, some of the total figures do not add up to 100%.
® |n this report, “N” stands for the number of valid responses (parameter).
J

I
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No. of Japanese-affiliated Companies

United Arab Emirates 342
Turkey 193
Saudi Arabia 114
Israel and the Gaza Strip, etc. 72
Qatar 37
Iran 30
Oman 20
Bahrain 19
Jordan 19
Kuwait 18
Lebanon 7
Yemen

Iraq 9
Syria -

1.5%
-2.0%
-0.9%

9.1%

-19.6%
-6.3%

0.0%
-5.0%

0.0%

0.0%

0.0%

0.0%

871 ___0.7%

Source: Ministry of Foreign Affairs, “Annual Report of Statistics on

Japanese Nationals Overseas (FY 2019 edition)
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Profile of Respondent Firms

Year of Establishment

(Companies) (N=251)

90
62
33
30 I
a0l

1969 1970s 1980s 1990s 2000s 2010s

60

Form of Overseas Base

Joint Venture (Less than 50%
of owned capital)
7.6%

Representative
Office

Joint Venture (Above 35.5%

50% of owned capital)
8.8%

Branch

17.5% Full Ownership

of Capital
30.7%

Total Number of Employees

500 or More

100 - 499
12.4%

50-99
3.6%

Industry (Manufacturing/Other)

Other
76.9%
(193 companies)

Manufacturing
23.1%
(58 companies)

Note: Branches and representative offices that do not obtain an operating profit reported the operating profit of higher-level organizations such as their head office in the relevant market.
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1. Operating Profit Forecast
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Operating Profit Forecast 1: Surplus rate approx. 50% in 2019

@® Overall, approximately 50% of companies reported profit.

® As well as in Oman and Bahrain, there was a large percentage of companies profiting in Turkey, which has seen its currency depreciate. There was also profit seen
in Qatar, which is dealing with diplomatic issues.

® [n Iran, which is facing US sanctions, more than 50% of companies reported deficit. In Israel, less than 30% of companies reported profit, despite a strong economy.

2019 Operating Profit Forecast

m Profit = Balance m Deficit

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Overall (n=243)
Turkey (N=49)
Saudi Arabia (N=24)
UAE (N=82)

Qatar (N=18)
Bahrain (N=7)
Kuwait (N=12)
Oman (N=6)

Iran (N=13)

Israel (N=18)

Jordan (N=14)
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Operating Profit Forecast 2:

Aeerox. 50% reseond “remain the same” for 2019 SComeared to 20182

® Compared to 2018, approximately 50% of firms expected “remain the same” in their operating profit.
This was frequently seen in all countries, except for Iran where around 60% responded with “deteriorating”.

2019 Operating Profit Forecast
(Compared to 2018) = Improving = Remain the same = Deteriorating

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
EEmEw

Overall (n=243)
Turkey (N=49)
Saudi Arabia (N=24)
UAE (N=82)

Qatar (N=18)
Bahrain (N=7)
Kuwait (N=12)
Oman (N=6)

Iran (N=13)

Israel (N=18)

Jordan (N=14)
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Operating Profit Forecast 3:

About 60% reseond that their outlook for 2020 Scomeared to 20192 was “remain the same"

® Overall, approximately 60% of firms responded “remain the same” in 2020 (compared to 2019). This was the same for all
countries.

® In Iran, around 40% expected their profit would further “deteriorate” but the greatest proportion answered, “maintain the
same” (53.8%).

Operating Profit Forecast for 2020
(Compared to 2019) = Improving “ Remain the same = Deteriorating

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Overall (n=241)
Turkey (N=48)
Saudi Arabia (N=24)
UAE (N=82)

Qatar (N=18)
Bahrain (N=7)
Kuwait (N=12)
Oman (N=6)

Iran (N=13)

Israel (N=18)

Jordan (N=13)
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Operating Profit Forecast 4.

A reason for the imerovement in 2019 is

"sales increase in local markets”
o ——

® The proportion responding “sales increase in local markets” was high for 2019 at approximately 70% of

the total.

® “Expansion of exports” is also a major factor in the UAE and Israel.

2019 Operating Profit Forecast

(Multiple answers)

(Reasons for Improvement) (Unit: %)
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Entire Region 66 37.9 69.7 1.5 18.2 7.6 16.7 7.6 18.2 1.5 0.0 10.6
Turkey 18 27.8 72.2 5.6 16.7 0.0 16.7 16.7 33.3 0.0 0.0 5.6
Saudi Arabia 9 11.1 66.7 0.0 22.2 22.2 44.4 11.1 22.2 11.1 0.0 22.2
UAE 23 65.2 73.9 0.0 21.7 4.3 13.0 0.0 8.7 0.0 0.0 4.3
Qatar 5 0.0 60.0 0.0 20.0 0.0 0.0 0.0 0.0 0.0 0.0 20.0
Bahrain 3 33.3 100.0 0.0 33.3 33.3 33.3 33.3 0.0 0.0 0.0 0.0
Kuwait 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Oman 1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 100.0
Iran 1 0.0 100.0 0.0 0.0 0.0 0.0 0.0 100.0 0.0 0.0 0.0
Israel 5 60.0 40.0 0.0 0.0 20.0 0.0 0.0 20.0 0.0 0.0 20.0
Jordan 1 0.0 100.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
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Operating Profit Forecast 5:

Reasons for deterioration in 2019 also relate to “sales decrease in local markets”
[

restrictions”

® |n Jordan and the UAE, this could be put down to “export slowdowns”.

® The proportion responding “sales decrease in local markets” was high for 2019 at approximately 70% of the total.

® Firms in Iran were experiencing the impact of US sanctions, with the majority (57.1%) responding “effects from trade

2019 Operating Profit Forecast

(Multiple answers)

(Reasons for Deterioration) (Unit: %)
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Entire Region 47 38.3 72.3 21.3 14.9 25.5 14.9 2.1 23.4 19.1 0.0 128
Turkey 7 28.6 85.7 57,4 28.6 28.6 14.3 14.3 28.6 0.0 0.0f 14.3
Saudi Arabia 4 0.0 100.0 0.0 50.0 50.0 25.0 0.0 25.0 0.0 0.0 0.0
UAE 20 55.0 80.0 10.0 10.0 15.0 5.0 0.0 40.0 25.0 0.0f 10.0
Qatar 1 0.0 100.0 0.0 0.0 0.0 100.0 0.0 0.0 0.0 0.0 0.0
Bahrain 2 0.0 50.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0] 50.0
Kuwait 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Oman 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Iran 7 28.6 42.9 42.9 0.0 42.9 28.6 0.0 0.0 57.1 0.0f 28.6
Israel 3 33.3 66.7 33.3 0.0 33.3 33.3 0.0 0.0 0.0 0.0 0.0
Jordan 3 66.7 33.3 0.0 33.3 33.3 0.0 0.0 0.0 0.0 0.0 0.0
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Operating Profit Forecast 6:
A reason for continued improvement in 2020 is "sales increase in local markets”

was 75.7% of the total.

® However, in UAE, Kuwait, and Israel, a major factor was “increase in exports”

® The primary reason for improvement in 2020 continued to be “sales increases in local markets”. This

2020 Operating Profit Forecast

(Multiple answers)

(Reasons for Improvement) (Unit: %)
Z oo 7] =m Qx . Soe x| =03 S 23839 B39 @)
° |g2 | 2 | §F | 88 | & |Sg:|5:52| 52 |zi3c3 81| 3
o 25 3 g q = c <S8c | 253 &3 |ES7z3 2wz (&
= 2 5 5 20 2 2 2a2 | 235 25 [§=38Z 322
= [elNS] O o 9 o o = O L o D O O 28333 g 3 =
3 53 o 55 = = 2c s | 8% 3 < 3 sc2§ =28
o D o < 5 5 co2 |5 S 2 §-32 =S
D (%) [72] (@] — D v = = = AR H P H
& @ @ = 2 > oo |@ © @ 2@ -3 833
S o 5 g Q g caoz| o 5 = S538 #8%
s} c > 3 2 e 233 | 3 o 0 =30 22
2 2 S ® 3 s |23% | S 5 | B350 38
i 5 5 B 3 2 5@ e 8 | §92g 3.8
gr (% S<D =) g'_‘” @ % B @
o ; .
Entire Region 74 40.5 75.7 2.7 13.5 4.1 8.1 54 17.6 0.0 0.0 6.8
Turkey 23 34.8 91.3 8.7 13.0 4.3 4.3 8.7 8.7 0.0 0.0 4.3
Saudi Arabia 10 0.0 70.0 0.0 10.0 10.0 30.0 10.0 30.0 0.0 0.0 10.0
UAE 24 66.7 75.0 0.0 20.8 0.0 4.2 0.0 25.0 0.0 0.0 4.2
Qatar 6 16.7 83.3 0.0 16.7 0.0 16.7 0.0 0.0 0.0 0.0 0.0
Bahrain 2 0.0 100.0 0.0 0.0 50.0 0.0 0.0 0.0 0.0 0.0 0.0
Kuwait 3 66.7 33.3 0.0 0.0 0.0 0.0 33.3 33.3 0.0 0.0 0.0
Oman 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Iran 1 0.0 100.0 0.0 0.0 0.0 0.0 0.0 100.0 0.0 0.0 0.0
Israel 5 60.0 20.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 40.0
Jordan 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
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Operating Profit Forecast 7:

Reasons for deterioration in 2020 also relate to “sales decrease in local markets”
[ o ——

® |n the UAE, many responded with “export slowdowns” at 75.0%.

® |n Turkey this was due to a variety of factors, including “increase in labor costs
“‘exchange rate fluctuations”.

® The primary reason for deterioration in 2020 was “sales decreases in local markets”. This was 73.9% of the total.

, “increase in procurement costs”, and

2020 Operating Profit Forecast

(Multiple answers)

(Reasons for Deterioration) (Unit: %)
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Entire Region 23 30.4 73.9 26.1 13.0 30.4 17.4 4.3 8.7 21.7 0.0 13.0
Turkey 4 25.0 75.0 50.0 50.0 75.0 25.0 25.0 0.0 25.0 0.0 0.0
Saudi Arabia 3 0.0 100.0 0.0 0.0 33.3 33.3 0.0 0.0 0.0 0.0 33.3
UAE 8 75.0 87.5 12.5 0.0 12.5 12.5 0.0 25.0 12.5 0.0 12.5
Qatar 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Bahrain 2 0.0 50.0 50.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Kuwait 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Oman 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Iran 4 0.0 25.0 50.0 25.0 50.0 25.0 0.0 0.0 75.0 0.0 25.0
Israel 1 0.0 100.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Jordan 1 0.0 100.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Copyright (C) 2020 JETRO. All rights reserved.



JETRO: Survey on Japanese Companies in the Middle East

2. Future Business Outlook:

I
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Future Business Outlook 1:

Aeerox. 50% reseond “remain the same”, with over 40% answering "exeand"

® In regard to their future business outlook, approximately 50% responded “remain the same” with over 40% responding
“‘expand” .

® In Israel, over 60% of companies intend to expand their business. In Iran, exactly 50% answered “shrink”.

Direction of business operations
in the next one to two years = Expand “Remain the same = Shrink = Transfer to a third country/region

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Overall (n=248)

Turkey (N=51)

Saudi Arabia (N=24)

UAE (N=84)
Qatar (N=18)
Bahrain (N=7)
Kuwait (N=12)
Oman (N=6)
Iran (N=14)

Israel (N=18)

Jordan (N=14)
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Future Business Outlook 2:
Iran saw an increase in “deficit” for survey year, and in “remain the same” for the future

® Iran, which is currently dealing with US sanctions, saw an increase in firms reporting a deficit over the previous year.

® However, around 13% of firms responded that their business would “remain the same” in the future, showing an increase.
This reveals that companies are attempting to maintain a foothold; despite the tough situation they face.

Operating Profit Forecast for Survey Year

.‘ EEN .‘ [
~ | Deficit . -
- a| Deficit
FY 2018  :|aa ) FY 2019 % B
4mEnm .
Balance
30.8%
Direction of business operations in the
next one to two years
Transfer/Retreat to Expand ;
a 3" Country 5.0% Trins er/Retreat'to a
(Region) 3rd Country (Region)

5.0%

FY 2018 snnmnnn,
. L] a

4mEEERED : Remain| =

n

Shrink : Same -

50.0% s | 429% | =

9

AT ETEEER)

Copyright (C) 2020 JETRO. All rights reserved.



JETRO: Survey on Japanese Companies in the Middle East
Future Business Outlook 3:

The Erimarz reason for expansion was “sales increases” and “high growth Eotential”

® The primary factors for business expansion included “sales increases in local markets” (68.2%) and “high growth potential”
(53.3%).

® In Turkey, the UAE, Kuwait, and Oman, this can also be put down to “increase in exports” and to “reviewing production and
distribution networks” in Iran.

Reasons for expansion (Multiple answers)

(Unit: %)
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Entire Region 107 44.9 68.2 53.3 20.6 5.6 3.7 1.9 14.0 24.3 0.0 1.9 6.5
Turkey 31 64.5 77.4 51.6 9.7 9.7 3.2 6.5 9.7 12.9 0.0 3.2 3.2
Saudi Arabia 8 0.0 50.0 50.0 0.0 0.0 25.0 0.0 12.5 12.5 0.0 0.0 25.0
UAE 40 55.0 75.0 50.0 32.5 7.5 2.5 0.0 25.0 42.5 0.0 2.5 0.0
Qatar 7 14.3 85.7 57.1 28.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Bahrain 1 0.0 0.0 100.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Kuwait 2 50.0 50.0 50.0 0.0 0.0 0.0 0.0 0.0 50.0 0.0 0.0 0.0
Oman 2 50.0 50.0 0.0 0.0 0.0 0.0 0.0 0.0 50.0 0.0 0.0 0.0
Iran 1 0.0 100.0] 100.0 0.0 0.0 0.0 0.0 100.0 0.0 0.0 0.0 0.0
Israel 12 16.7 25.0 66.7 33.3 0.0 0.0 0.0 0.0 8.3 0.0 0.0 33.3
Jordan 3 33.3 100.0 66.7 0.0 0.0 0.0 0.0 0.0 33.3 0.0 0.0 0.0
I ]
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Future Business Outlook 4: Majority respond to expand their “sales function”

® Approximately 70% responded that they planned to expand their “sales function”, exceeding other answers.
® “Production of ubiquitous products,” and “value-added products” were notably high in Bahrain and Iran respectively.

® [n Kuwait, there were also a high proportion of answers for “function of regional headquarters”, while in Israel, more than 8% of companies
answered “R&D”.

Functions to be expanded (Multiple answers)

(Unit: %)
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Entire Region 106 68.9 13.2 17.9 11.3 15.1 19.8 1.9 12.3
Turkey 31 77.4 25.8 19.4 12.9 12.9 25.8 3.2 0.0
Saudi Arabia 8 375 25.0 0.0 0.0 12.5 12.5 0.0 37.5
UAE 40 85.0 5.0 15.0 5.0 20.0 25.0 2.5 10.0
Qatar 7 28.6 0.0 28.6 0.0 14.3 14.3 0.0 28.6
Bahrain 1 0.0 100.0 0.0 0.0 0.0 0.0 0.0 0.0
Kuwait 2 50.0 0.0 50.0 0.0 50.0 0.0 0.0 0.0
Oman 2 50.0 0.0 0.0 0.0 0.0 0.0 0.0 50.0
Iran 1 100.0 0.0 100.0 0.0 0.0 0.0 0.0 0.0
Israel 11 36.4 0.0 27.3 54.5 9.1 0.0 0.0 27.3
Jordan 3 100.0 33.3 0.0 0.0 0.0 33.3 0.0 0.0
[ e |
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Future Business Outlook 5:

“ImEact from Eolicies” is the primary reason for shrinking/withdrawing business

® Factors relating to shrinking or withdrawing business were primarily centered around “impacts from
own/other country’s trade restrictions” at 38.9%. This exceeded the figure for “sales decreases”.

® This figure was 100% in Bahrain, 71.4% in Iran, and 50.0% in the UAE.

Reasons for "shrink," "relocation or withdrawal to third countries” (Multiple answers)
(Unit: %)
=} S ) « 8 = T3 a g ) = 25289 | Saw @
- Q o a 3 - 3 ST g = c = o Too 30 =+
= ) 1) = o ® = < = > e3> 353
3 59 Q 2 33 g o S Sa g |5§8%¢| 238
2 @ @ = 2z 8 3 5 @ ST =1 >333| 230
@ 7 & B S &0 @ @ @ 3 s 8528 283
g 0 ° g gs | &% S g s 5 |Z7B3| 358
o =2 = =1 o = v 2 =3 S5 = 3709 =B85
> c — = Q = = oD S =~ = o S waIs L ZEEar
2 o S 5 | 28 s | & 8 | 55 5 |28-8| pu?
3 8 5] g's 8 s 5 > =2 288o] 458
® 3 5 % = g 2 @ gSo § Moo
@ =} o ©“ao @ =
@ - ® zg~g| 5 8
S & ®
Entire Region 18 11.1 33.3 11.1 11.1 16.7 11.1 0.0 0.0 5.6 38.9 0.0 33.3
Turkey 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Saudi Arabia 5 0.0 40.0 0.0 40.0 20.0 0.0 0.0 0.0 20.0 0.0 0.0 60.0
UAE 2 50.0 50.0f 100.0 0.0 0.0 0.0 0.0 0.0 0.0 50.0 0.0 50.0
Qatar 2 0.0 50.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 50.0
Bahrain 1/ 100.0f 100.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 100.0 0.0 0.0
Kuwait 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Oman 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Iran 7 0.0 0.0 0.0 0.0 28.6 28.6 0.0 0.0 0.0 71.4 0.0 14.3
Israel 1 0.0 100.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Jordan 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
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Business Areas with Future Promise 1: “Infrastructure” is overall highest
I S T—
® |Infrastructure had the most promise, at more than 60%, but high expectations were seen across fields such as
“resources/energy”, “consumer market”, “new industry”, and “service industry”. One notable exception being “manufacturing”.
® 100% of firms in Israel had their sights set on “new industry”.
Business areas with promise in the future market of home country or the Middle East (Multiple answers) (Unit: %)
m Infrastructure Resources/Energy Consumer Market # New industry
Service Industry m Manufacturing m Other 100.0
100 e
.
76. %
6.9 %
76.9 76.9 %
72.0 73.9 g
63.0 65.2 | 652 g5 63.8 g
57.1 b8 60.0 %
54.2 54.0 % 57.5 g
50 7’51.20 0 S;O 20.0 /% = 46.2 é
%’ : fo’ % 4%0 4%2 : é
/ 520 % % % %
% %’ % % % .
% % % % % ns
% % % % % %
% % % % % vs
% {/,/ % % %/ 15.4 %
% % f % % %/ 11.8
% , ﬁ’ , 7 . . . %’ 11.8////
0 Z i 2.1 % 4.0 0.0 é O.C;3 % :3'8 % 0.0 Z 0.0 0.0
Overall (n=238) Turkey (N=50) Saudi Arabia (N=23) UAE (N=80) Iran (N=13) Israel (N=17)

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



JETRO: Survey on Japanese Companies in the Middle East 20
Business Areas with Future Promise 2:

High exeectations for “renewable energy” and “food market”

® “Electricity” and “water” ranked highest for infrastructure. A large percentage see promise in “renewable energy “in the field of resources/energy.

® For the consumer market, “food” received the highest amount of responses. In new industry, however, this was “loT”, “Al”, and“smart infrastructure”.

® There was a high amount of interest in the consumer market even in Turkey, with “food” receiving the highest number of resporses at 61.8%.

Promising fields in infrastructure (Multiple answers) Promising fields in resources/energy (Multiple answers)
(Unit: %) (Unit: %)
0 20 40 60 80
0 20 40 60 80
Electricity Renewable Energy (Solarwind etc.) NN ( 75.0
Water
Urban Development Natural G I | 57.5 |

Hospitals m
Railroads 285 Energy Saving I | 30.1

Airports 20.8
ol I
Ports/Harbors 20.8 (N=144) (N=128)
Roads 19.4
Other
- JE
Promising fields in the consumer market | (vultiple answers) Promising fields in new industry (Multlple answers) it 96)
(Unit: %) 0 20 40 60 80
0 20 40 60 80
loT 46.6
Food 58.7 44.1
61.8 Al
Livingware 33.9 Smart Infrastructure 42.4
38.2 Electrical Vehicles 36.4
Transport Devices (two/four-wheeled etc.) 28.1 38.2 E-Commerce 35.6
Women o 24.8 Startups 331
_ 1s Cyber Security 33.1
Infants/Children » 9.4 All (N:121) Robots 22.9 (N-118)
Electrical appliances 16-523.5 Turkey (N=34) Big Data 14 22.0
a1 Content :
Other 0.0 1.7
Other :
I ]
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Changes in Human Resource Structure 1.

DesEite many answer “no change” in the past year, each countrx has unigue features

21

Changes in the past year (local employees/Japanese expats)

® A large percentage of firms reported “no change” for local or Japanese staff in the past year.

® Although there was a trend towards increased staff in Israel, the reverse was seen for local employees in
Iran, Bahrain, and Saudi Arabia.

H Increase No change m Decrease
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Overall Local employees (N=244) 23.4 59.0
Japanese expats (N=243) 10.7 72.4
- Local employees (N=51) | 35.3 51.0
Turkey
Japanese expats (N=51) 17.6 74.5
. . Local employees (N=2 36.0
Saudi Arabia
Japanese expats (N=24) 14.2 75.0
Local employees (N=83) 1. 62.7
UAE Japanese expats (N=84) 76.2 |
Local employees (N=17) 11.8 70.6
Qatar Japanese expats (N=17) 76.5
) Local employees (N=6) 100.0
Bahrain Japanese expats (N=6) 50.0 50.0
) Local employees (N=11) 18.2 72.7
Kuwait Japanese expats (N=11) 63.6 27.3
Local employees (N=6) 100.0 |
Oman Japanese expats (N=6) 100.0 .
Local employees (N=14) w 42.9 : 50.0
Iran Japanese expats (N=14) 50.0 $
Local employees (N=17) 52.9 : 35.3 11.8
Israel Japanese expats (N=17) 41.2 52.9 5.9
Local employees (N=14) w - 92.9 .
Jordan Japanese expats (N=13) 84.6 15.4
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Changes in Human Resource Structure 2: Majority say “no change” in future

Future plans (local employees/Japanese expats)

Overall

Local employees (N=234)
Japanese expats (N=236)

Turkey

Local employees (N=48)
Japanese expats (N=50)

Saudi Arabia

Local employees (N=25)
Japanese expats (N=24)

UAE

Local employees (N=78)
Japanese expats (N=81)

Qatar

Local employees (N=17)

Japanese expats (N=17)

Bahrain

Local employees (N=7)

Japanese expats (N=6)

Kuwait

Local employees (N=11)
Japanese expats (N=11)

Oman

Local employees (N=5)

Iran

Local employees (N=12)
Japanese expats (N=12)

Israel

Local employees (N=17)
Japanese expats (N=17)

Jordan

Local employees (N=14) |
Japanese expats (N=13) |

Japanese expats (N=5)

70%

M [ncrease
0% 10% 20% 30% 40% 50% 60%
— 29.1 — 61.1
-1 80.1 :
| 417 '50.0
10.0 70.0
| 20.0 64.0
14.2] 87.5 :
33.3 59.0
{40p 85.2
| 23.5 64.7
17.6 70.6
71.4
83.3
18.2 81.8

100.0

100.0

100.0

58.3
= 5.3 58.3
| 64.7
29.4 64.7
100.0 :
100.0
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No change

80%

® A large percentage of firms reported “no change” in numbers of local or Japanese staff in the future. There was a trend
towards freezing numbers of Japanese expats.

® However, in Israel and Turkey there was a trend towards increasing local employees. In Iran, which is facing US sanctions,
the majority of firms answered “decrease.”

m Decrease

90% 100%

9.8
11.9

h:

8.3
20.0

16.0
8.3

7.7
9.9

11.8
11.8

i

16.7

41.7

333

353

5.9

B
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3. Investment Environment
Advantages and Challenges

I
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Investment environment (all):

Advantages include “market scale and growth potential,” challenges include “legal system”
I

year’s figure of 67.5%.

Advantages of the
investment environment

(Multiple answers)

0 50
56.7

MA 52.6
# 51.4

% 30.4

7 28.5

i 324

Market scale or growth potential

Positive image regarding Japan

Good living environment for Japanese
expatriates

Less linguistic/communication problems

Merits of tax systems (low corporate tax and low

income tax)
Formation of local industrial clusters by relevant 27.8
companies 2w 22.1
Social and political stability 7 226757

Merits of free zone/ special economic zone (no
regulations, one-stop services, etc.)

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

i 28.1

7 24.5

% 11.4
74 14.6
1.4

1
9.

No labor disputes

Sufficient labor supply

Industrial diversity

Quick administrative procedures
Good incentives for investment

Other

Copyright (C) 2020 JETRO. All rights reserved.

=FY 2019 (n=245) #FY 2018 (n=253)

® Majority of companies (56.7%) responded “market scale and growth potential” as one of the attractions of the investment
environment. This was followed by “positive image regarding Japan” at 53.9%

® Challenges included “underdeveloped legal system or unclear legal system operation” at 56.5, declined from the last

Challenges of the
investment environment

(Multiple answers)
B FY 2019 (n=248) #FY 2018 (n=252)

100 (%)

Underdeveloped legal system or unclear legal
system operation

Slow administrative procedures

Social and political instability

Increase in labor costs

Transaction risks (such as debt collecting risk)
Increase in administrative commissions
Market scale or growth potential

Regulations on foreign investment

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

Linguistic or communication problems
Insufficient incentives for investment
Introduction of value-added tax (VAT)
Increase in real estate rental fees
Labor shortage or difficulty in recruiting

Other

0 50

G 815
i 53.2
492
7 385
= 34.1
“7% 29.8
% 23.0
7 16.7
“% 25.8

14.1
#4 155

% 14.1
“i% 18.3

13.7
w147

% 13.7
0 17.9
% 12.5
7 18.3
% 12.5
i 187
9.7
4.8

100 (%)
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Investment environment (UAE):
Advantages include “free zone/special economic zones,” and challenges include “legal system”
I

Advantages of the
investment environment

(Multiple answers)
mFY 2019 (n=84)

Merits of free zone/ special economic zone (no
regulations, one-stop services, etc.)

Good living environment for Japanese
expatriates

Less linguistic/communication problems

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

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

Market scale or growth potential
Social and political stability

Positive image regarding Japan

Formation of local industrial clusters by relevant
companies

No labor disputes

Quick administrative procedures
Sufficient labor supply

Industry diversity

Good incentives for investment

Other

0 50
G2 75.6
# 65.1
“ 59.3
S 69.8
Zi74% 55.8
T ses
“ 32.6
i 55.8
# 30.2
M 36.9
“n 27.9
20.2
w221
% 10.7
= 9.3
% 10.7
4 14.0
_I 3.6

1.2

0.0
1.2
2.4
35

e
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#FY 2018 (n=86)

100 (%)

Challenges of the
investment environment

Underdeveloped legal system or unclear legal
system operation

Increase in labor costs

Increase in administrative commissions

Slow administrative procedures

Market scale or growth potential

Transaction risks (such as debt collecting risk)

Social and political instability

Regulations on foreign investment M

Introduction of value-added tax (VAT)
Increase in real estate rental fees
Labor shortage or difficulty in recruiting

Insufficient incentives for investment

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

Linguistic or communication problems

Other

0

® Majority of firms saw the UAE’s “free zone and special economic zones” and its “good living environment for Japanese expatriates” as
positives. However, there were fewer responses for “free zone” and “social and political stability” compared to last year.

® A majority of firms found the country’s “legal system” to be challenging, but this was improved over the previous year. “Cost
increases” relating to labor and administrative commissions also ranked highly.

(Multiple answers)
= FY 2019 (n=83) = FY 2018 (n=84)

50 100 (%)

puZ
g 61.9
O T
7 416
Y
77 46.4

M;ﬁ

34.5

39.8

D %3°
Mﬁ 3319;.33

Challenges included
standard authentication
systems (RoHS, etc.),
VAT operations, and
diplomatic issues with
Qatar.

7 23.8
27.7
26.2
% 25.0
% 14.5
“4%419.0
8.4
9.5
I 48
0.0
3.6
03
| 1.2
% 3.6
1 6.0
/1.2
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Investment environment (Saudi Arabia): Advantages include “market potential,” but many challenges

exist including “legal system” and “procedures.”
o ———

26

Advantages of the
investment environment

(Multiple answers)
®FY 2019 (n=25)

Market scale or growth potential MA 88.6

0 50

® Overwhelmingly, Saudi Arabia’s main attraction was its “market scale or growth potential
regarding Japan” had increased since the previous year.

#FY 2018 (n=35)

100 (%)
96.0

Positive image regarding Japan . 429 64.0

Formation of local industrial clusters by relevant
companies

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

Industry diversity

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

Social and political stability

No labor disputes
Merits of free zone/ special economic zone (no
regulations, one-stop services, etc.)

Good living environment for Japanese
expatriates

Good incentives for investment

Quick administrative procedures
Less linguistic/communication problems
Sufficient labor supply

Other

M 20.0
v 28.6

12.0
“ 8.6

8.0
2 5.7

’ 4.0

i 171
4.0

%—%«: 11.4

’ 4.0
v 20.0

0.0
0.0

0.0
0.0

0.0
%29

0.0
0.0

0.0
i 8.6

0.0

0.0

8.0
“ 8.6
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Challenges of the
investment environment

Underdeveloped legal system or unclear legal
system operation

Slow administrative procedures

Social and political instability

Increase in labor costs

Transaction risks (such as debt collecting risk)
Insufficient incentives for investment

Labor shortage or difficulty in recruiting

Increase in administrative commissions

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

Linguistic or communication problems
Regulations on foreign investment
Introduction of value-added tax (VAT)
Market scale or growth potential
Increase in real estate rental fees

Other

”. However, “positive image

® Challenges included a large number of responses for “legal system”, but there were major improvements to “slow
administrative procedures” and “labor shortage” over the previous year.

(Multiple answers)
®FY 2019 (n=25) #FY 2018 (n=35)

0 50 100 (%)
~ 85.7
MM 80.0
7 54.3
7% 68.6
371
“+ 40.0
Mf’ i 657
M;ﬁ%'%.?
W 24.0
. 22.9
s 22 9
%f’ x’ 371
"

%57
%’yf&e

% 12.0
.-:

11.4

Saudization and
SASO regulations
(introduction of
SABER system) are
challenging.

22.9
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Investment environment (Turkey): Advantages include "market potential” and “positive image regarding

Japan”, challenges include "social and political instability"

same as the previous year.

Advantages of the
investment environment

(Multiple answers)

=FY 2019 (n=52) #FY 2018 (n=53)

Market scale or growth potential

Positive image regarding Japan

Formation of local industrial clusters by relevant
companies

Sufficient labor supply

0 50

% 73.6
i 64.2
% 245
M 28.8
% 17.0

Challenges of the
investment environment

100 (%)

Social and political instability

Underdeveloped legal system or unclear legal
system operation

Transaction risks (such as debt collecting risk)

Slow administrative procedures

0 50

® Turkey’s main attractions include "market potential" and "positive image regarding Japan". These figures were almost the

® However, the largest issue is “social and political instability”. The underdeveloped legal system remains a challenge, but
has improved over the previous yeatr.

(Multiple answers)
®FY 2019 (n=52) # FY 2018 (n=53)

e 811
71
“ 37.7
Y
e 56.6

100 (%)
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Industry diversity ) 1]:'_,)5'24 Linguistic or communication problems MZ 10'4
I . fa .
e s sy 1" W, 13.5 ncrease inlaborcosts 77770 %S
Good living environment for Japanese 11.5 Insufficient infrastructure (electricity, distribution, M 19.2
expatriates “ 11.3 and telecommunications, etc.) “ 18.9
Social and political stability ; Regulations on foreign investment ;
il and poiiical stabilty 3787 lati foreian | - 115713
o . o .
) Issues include Turkey’s 1:5
Merits of tax systems (low corporate tax and low 5.8 . L . o 15.4
income tax) %ﬁ 0.4 Increase in administrative commissions 77189 employment rule, RUSF
Good incentives for investment Z gg Market scale or growth potential “ 7 151.5 Ezgul?;)lgﬁz Sa.):ls(;ear.z,(jllrt:]gr?;
No labor disputes 7 57'85 Increase in real estate rental fees M 226 import tariffs.
)! . /4 .
N o 3.8 . 9.6
Int| t f value- t AT
Less linguistic/communication problems w57 ntroduction of value-added tax (VAT) 75
Merits of free zone/ special economic zone (no 1.9 - . - ? 7.7
regulations, one-stop services, etc.) ! 19 Labor shortage or difficulty in recruiting 75
. A 0.0 S ) ) 38
| ffi t i f t t
Quick administrative procedures 00 nsufficient incentives for investmen 87
9.6 115
Other % 75 Other "¢ 7
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Investment environment (Iran): Attractive characteristics include "market potential” and "positive image
regarding Japan,” challenges included "legal system” and “instability"

® Iran’s main attractions include "market potential" and "positive image regarding Japan". This was followed by “Industry
diversity”

® However, the largest issue is “political and social instability”. The “legal system” remained an issue, but there were
improvements over the previous year.

_ Advantages _Of the (Multiple answers) _ Challenges Qf the (Multiple answers)
iInvestment environment Investment environment
= FY 2019 (n=14) #FY 2018 (n=20) = FY 2019 (n=15) ~FY 2018 (n=20)
0 50 100 (%) 0 50 100 (%)

L ' 78.6 Underdeveloped legal system or unclear legal 93.3
Industry diversity MS.%Z.Q Transaction risks (such as debt collecting risk) M 77 80.0

Formation of local industrial clusters by relevant 14.3 Slow administrative procedures
companies 7 5.0 P /;P' / 85.0
Sufficient labor supply % :5'_45% Regulations on foreign investment m 65.0

Less linguistic/communication problems % 5701

N ) 40.0
Insufficient incentives for investment M / 55 O

Merits of tax systems (low corporate tax and low = 0.0 ) M
] Increase in real estate rental fees
Merits of fi Ir“l:ome taIX) i ( O O S anction sl Ceas Insufficient infrastructure (electricity, distributi MW o0
erits of free zone/ special economic zone (no . nsufficient infrastructure (electricity, distribution,
regulations, one-stop services, etc.) ,f,.// 5 blr??ezt Cha”?”ge’ and telecommunications, etc.) LR 5000
while domestic iIssues
Social and political stability 8 8 included the unclear Increase in administrative commissions mo
Good living environment for Japanese =~ (0.0 tax system. . 26.7
expatriates % 5.0 Increase in labor costs ~ 10. 0
Sufficient infrastructure (electricity, distribution, 0.0 L L
and telecommunications, etc.) % 5.0 Linguistic or communication problems / S 55.0
Good incentives for investment 88 Labor shortage or difficulty in recruiting % 5. 0
Quick administrative procedures 88 Market scale or growth potential 88
; 0.0 ) i 0.0
No labor disputes % 5.0 Introduction of value-added tax (VAT) 955 15.0
14.3 [ 20.0
Oth Oth
e 5.0 °" 0.0
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Investment environment (Israel): “Market potential” is the largest advantage, while “labor cost” is
the most challenging.

over the previous year.

However, “social and political instability

® The highest number of responses was for “market potential

® |n terms of challenges, “labor costs” received the highest number of responses, revealing overall issues with expenses.
had markedly decreased over the previous year.

. “Positive image regarding Japan” had markedly decreased

Advantages of the
investment environment

(Multiple answers)

0 50

Market scale or growth potential W 44.4
Less linguistic/communication problems M 38.9
7 30.8
Positive image regarding Japan Mm 69.2
Formation of local industrial clusters by relevant 33.3
%A 15.4

companies
% 16. 7
s 23.1

Merits of tax systems (low corporate tax and low
income tax)
16.7
“ 1.7

Good living environment for Japanese
expatriates
16.7
1.7

% 11.1
2% 15.4
M 56

0.0

M 56
0.0
M 56
0.0

Industry diversity

Social and political stability
Quick administrative procedures
No labor disputes

Sufficient labor supply
Merits of free zone/ special economic zone (no
regulations, one-stop services, etc.)

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

0.0
0.0

0.0
0.0

0.0
s 15.4

22.2

i 23.1

Good incentives for investment

Other
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®FY 2019 (n=18) % FY 2018 (n=13)

100 (%)

Challenges of the
investment environment

Increase in labor costs

Increase in real estate rental fees
Social and political instability

Slow administrative procedures

Labor shortage or difficulty in recruiting
Linguistic or communication problems
Introduction of value-added tax (VAT)

Increase in administrative commissions

Underdeveloped legal system or unclear legal
system operation

Regulations on foreign investment

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

Insufficient incentives for investment
Transaction risks (such as debt collecting risk)
Market scale or growth potential

Other

(Multiple answers)

FY 2019 (n=17) #FY 2018 (n=12)

50 100 (%)
82.4
66.7
35.3
0.0
23.5
50.0
17.6
16.7
5.9
33.3
5.9
16.7
5.9
0.0
0.0
8.3
0.0
33.3
0.0
0.0
0.0 Few challenges besides
16.7 costs, but there were issues
0.0 with visa limits and
88 pharmaceutical laws etc.
8.3
16.7
17.6



JETRO: Survey on Japanese Companies in the Middle East

IRO

Japan External Trade Organization

Middle East and Africa Division
Overseas Research Department

6F ARK Mori Building, 1-12-32 Akasaka,
Minato-ku, Tokyo 107-6006

Tel: +81-3-3582-5180

Fax: +81-3-3582-2485

E-mail: ORH@jetro.go.jp

Any use of information in this report shall be at the user's discretion and its own responsibility. JETRO makes every effort to
provide accurate information and data. However, JETRO cannot be held liable whatsoever for damages or losses arising from

the use of information in this report.

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

30



