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Survey Results Summary

« With the reopening of the economy after the economic slowdown caused by the spread of Covid-19, a little less than 60% and
close to 70% of Japanese companies operating in the U.S. and Canada, respectively, expect to be profitable in 2021, which is a
10-point increase from the preceding year for both countries; however, recovery is still not to the 2019 level. Compared to 201Q
immediately after the financial crisis, the pace of recovery in the U.S. is slow, but Canada’s recovery exceeded that of 2010.

+ Close to 50% of companies in the U.S. and close to 40% of companies in Canada have set their sights on business expansion in
the next one to two years, exceeding 2019 levels. The leading factor given for expansion was “sales increase in local markets.”

« The issue of human rights in supply chains is recognized as a management issue in close to 60% and close to 70% of Japanese
companies operating in the U.S. and Canada, respectively. Roughly half and a little over 60% of Japanese companies operating
in the U.S. and Canada, respectively, have policies related to respecting human rights in supply chains, and a little over 40% of

such companies in the U.S. and Canada are seeking compliance with such policies by their procurement sources.

« Regarding the impact on earnings from changes in the trade environment, the companies in the U.S. responded “Have no
impact,” “Do not know” and “Have a negative impact overall,“ each of which accounted for about 30 % of the responses.
Compared to last year, the companies that responded “Do not know” increased by 10% or more.

% When asked about management challenges, the leading issue cited by the respondents was “Slow development of new
customers” for both U.S. and Canada. As countermeasures for management challenges, “Differentiation from competing
products” was the highest response in both countries.

< Alittle over 30% of the companies in the U.S. and a little over 40% of the companies responded that they were engaging in
decarbonization. By industry, in the U.S., more than 50% of companies in the automobiles etc., the rubber/ceramic/stone and clay
products, and electrical machinery/electronic devices industries responded that they were engaging in decarbonization.

% Regarding the impact of the Biden administration’s policies on business activities, close to 40% of the respondents said “Do not
know,” a little over 20% said “Have no impact,” and 10% said “Have a negative impact overall” and “Have a positive impact
overall.” When asked about which areas in the Biden administration’s policies will have an impact on business, the top responses
were “corporate tax plan,” “countermeasures for Covid-19,” “policies against China,” and “environmental and energy policies
(climate crisis measures).”

” &
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Survey Results Summary

1. Operating Profit Forecasts

59.2% of Japanese companies operating in the U.S. expect to be profitable in 2021, a 12.1 points increase from the preceding
year (47.1%). In Canada, at 67.5%, it was a 13.7 points increase from the preceding year (53.8%). Both countries had an increase
of more than 10 points compared to the preceding year, but recovery was still not at the 2019 level (U.S. 66.1%; Canada 77.1%).
The pace of recovery in the U.S. has been slower than in 2010, immediately after the financial crisis in 2010 (U.S. 70.2%; Canada
65.2%), but recovery in Canada exceeded that of 2010.

Looking at operating profits by industry, in the U.S., because of recovery and increase in demand, 80% or more of the companies
in the food (83.9%), sales company/sales subsidiary (80.0%), and transport (80.0%) industries expect to be profitable, but
because of decrease in demand due to restrictions on activities and suspension of operations at factories due to a shortage of
semi-conductors, more than 50% of businesses in the following industries forecast a loss: travel/amusement (64.3%), automobiles
etc. (54.5%), and automotive etc. parts (51.6%). In Canada, 80% or more of the companies in the food (100%), general machinery
(87.5%), and iron/non-ferrous metals/fabricated metal products (83.3%) forecasted expect to be profitable, but 60% or more of the
companies in the travel/lamusement (75.0%) and mining/energy industries (60.0%) forecast a loss.

Compared to the prior year, in 2021, more than half of the respondents in the U.S. forecasted an “increase” (51.6%) in their
operating profit, a 34.8 points increase from the prior year’s 16.8%. Because of the restarting of economic activities and increased
demand for housing, the percentage of respondents that forecasted “increase” in the retail (90.9%) and real estate/leasing
industries (87.5%) were especially high. In Canada, the percentage of respondents forecasted an “increase” was a little less than
40% (39.4%), an increase of 25 points from the prior year (14.4%). By industry, 50% or more of transport (67.5%), sales
company/sales subsidiary (52.4%), and general machinery (50.0%) forecasted an “increase.”

Looking at the range in businesses forecasting increases and decreases in operating profits compared to the preceding year, in
both the U.S. and Canada, more than 30% of the respondents expected “remain the same” (U.S. 31.5%, Canada (37.0%), and
more than 20% of the respondents expected an “increase by 10-50%,” (U.S. 24.0%, Canada 22.8%). The DI Index (note)
predicting business sentiment was 34.7 in the U.S. and 15.8 in Canada, a significant improvement from the preceding year for
both countries (U.S. -42.0, Canada -39.7).
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Survey Results Summary

» Compared to 2019, before the spread of Covid-19, respondents expecting an “increase” in operating profit for 2021 was 39.3% in
the U.S. By industry, more than 50% of the companies in food (61.3%) and electrical machinery/electronic devices (55.6%), which
have done well even during the Covid-19 pandemic, expect an “increase.” On the other hand, the percentage of respondents that
replied “decrease” was 32.8%, meaning operating profit forecasts for a little less than one-third of the companies have not returned
to pre-Covid-19 levels. The DI index against 2019 was 6.5.

+ In Canada, the percentage of companies that replied “increase” was 39.4%, the same as 2020. By industry, sales company/sales
subsidiary (57.1%), transport (55.6%), and trading/wholesale (52.9%) exceeded 50%. On the other hand, the percentage of
companies that replied “decrease” was 36.2%. For the travel/amusement (87.5%) and automotive etc. parts (72.7%), conditions
continued to be difficult, with 70-90% expecting decrease. The DI index against 2019 was 3.2.

Changes in Percentage of Japanese Companies Operating in the U.S. and Canada

Forecasting Profits and Diffusion Index for Business Sentiment (2007-2022)
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Survey Results Summary

2. Future Business Expansion

The percentages of respondents that said they had their sights on business “expansion” in the next one or two years were 48.1%
and 38.6% in the U.S. and Canada, respectively, with both countries surpassing pre-Covid-19 figures (47.5% and 35.6%,
respectively). In the U.S., more than 70% of the companies in food (74.2%) and precision machines/medical equipment (70.0%)
industries, and in Canada, more than 80% of the companies in the iron/non-ferrous metals/fabricated metal products (83.3%)
industry had their sights on business expansion.

The main reason given for expansion was “sales increase in local markets” for both countries (U.S. 89.6%, Canada 77.6%). The top
answers that were given as specific functions that the respondents planned to expand in the U.S. and Canada were sales function
(65.4% and 54.2%, respectively), high-value added products production (35.1% and 25.0%, respectively), and general-purpose
products production (20.1% and 33.3%, respectively).

Percentage of Businesses that Have Their Sight on Expansion in the Next One to Two Years
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Survey Results Summary

+ With respect to business strategies, close to 30% of respondents in both countries (U.S. 27.3%, Canada 27.8%) said that they
planned to reassess their sales strategy, reassessment of control/management systems was at the 20% level (25.1% and 21.4%,
respectively), reassessment of procurement was about 20% (23.2% and 17.6%, respectively), and reassessment of production
was at the 10% level (18.9% and 11.4%, respectively).

* When asked about reassessment of sales strategy, the most common answer in both countries was increasing selling prices at a
little over 50% (U.S. 52.0%, Canada 51.4%). After that, in the U.S., change of sales destination (41.9%) and review of sales
products (41.0%) came in second at more than 40%, while in Canada, promotion of digital tools (45.7%) and promoting use of
virtual exhibitions (40.0%) came in second at 40% or more.

* Interms of the nature of the reassessment of procurement, many respondents said change of procurement source (U.S. 82.3%,
Canada 86.4%) and implementation of multiple sourcing (U.S. 62.0%, Canada 59.1%). In the U.S., the top procurement sources to
be changed were in the U.S. (43), Japan (40), and China (33), and the top procurement sources after the change were in the U.S.
(45), ASEAN (16), and Mexico and other Asian/Oceana countries (12, respectively).

* When asked about reassessment of production, the most common answers in both countries were “increase in new
investments/capital investments” (U.S. 59.0%, Canada 78.6%), “change of production sites” (U.S. 40.4%, Canada 42.9%), and
“automation/labor conservation” (US 32.1%, Canada 50.0%). In the U.S., the top production sites to be changed were in the U.S.
(30), Japan (8), and China (4), and the top production sites after the change were in the U.S. (11), Japan (11), and Mexico (9).

+ When asked about reassessment of control/management systems, the most common answer in both countries was “expansion of
the utilization of work from home and teleworking” (U.S. 59.7%, Canada 77.8%).

Copyright © 2022 JETRO. All rights reserved. 7



Survey Results Summary

3. Supply Chain and Human Rights

* Regarding the issue of human rights in supply chains, 58.5% of the companies in the U.S. and 68.3% of the companies in Canada
recognize it as a management challenge. There was a difference in the degree of recognition depending on the size of the
business. In the U.S., the degree of recognition was 66.1% for large businesses (businesses with 100 or more employees), 11.8
points higher than the 54.3% for small and mediums sized businesses (businesses with less than 100 employees). In Canada as
well, the degree of recognition was 8.3 points higher for large business (businesses with 50 or more employees, 72.1%) than small
and mediums sized businesses (businesses with less than 50 employees, 63.8%).

* By industry, more than 70 to 80% of businesses in the automobiles etc. (81.6%), rubber/ceramic/stone and clay products (81.3%),
electrical machinery parts/electronic device parts (75.0%), and transport (73.3%) industries recognized the issue. In Canada, 80%
or more of trading/wholesale (88.2%) and food (80.0%) industries recognized the issue.

+ Alittle less than half of the companies in the U.S. (49.9%) and more than 60% of the companies in Canada (63.7%) have policies
on respecting human rights in the supply chain. Of those companies, more than 40% (U.S. 42.5%, Canada 42.9%) seek
compliance with such policies by their procurement sources. In regard to the percentage of companies that have a policy to respect
human rights and seek compliance with such policies by their procurement sources, 60-70% seek compliance by procurement
sources in the host countries (U.S. 69.8%, Canada 65.6%), and more than 40% seek compliance by procurement sources in Japan
(43.8% for both U.S. and Canada).

» On the other hand, the percentage of companies that were asked by customers to comply with policies concerning respect from
human rights was about 30% for both countries (U.S. 34.0%, Canada 28.4%). The percentage of companies that were requested to
comply with such policies by customers in host countries was a little over 20-30% (U.S. 31.0%, Canada 22.4%), and less than 10%
by customers in Japan (U.S. 5.6%, Canada 6.9%).
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Survey Results Summary

4. Trade Agreement Utilization/Impact

+ The use rate of trade agreements of companies that responded was 36.1% for the U.S. and 51.5% for Canada. The utilization rates
for USMCA (Canada: CUSMA; hereinafter the same) were 29.2% and 46.8%, respectively; that of the U.S.-Japan trade agreement
was 28.0%, and that of CPTPP for trade between Canada and Japan was 37.7%. The USMCA utilization rate for trade with Mexico
was close to 30% for both countries (U.S. 26.4%, Canada 27.5%). For trade between U.S. and Canada, Canada (45.2%) was
higher than the U.S. (22.6%).

+ The utilization rate of trade agreements of companies engaged in exports or imports was 43.0% for the U.S. and 54.8% for Canada.
The utilization rates of USMCA were 44.6% and 55.8%, respectively; that of the U.S.-Japan trade agreement was 34.7%, and that
of CPTPP for trade between Canada and Japan was 45.5%. Canada’s USMCA utilization rate for trade with Mexico was 78.6%,
higher than the U.S.’s 46.8%. For trade between the U.S. and Canada, Canada (54.9%) was higher than the U.S. (39.7%).
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Survey Results Summary

5. Effect of Changes in the Trade Environment on Earnings

+ When asked about effect from changes in the trade environment on their 2021 earnings, in the U.S., 32.9% said “Have no impact,”
29.0% said “Do not know,” and 26.2% said “Have a negative impact overall.” Compared to the prior year, “Do not know” increased
by 13.1 points, but “Have a negative impact overall” decreased by 10.1 points. It appears that the reason for the increase in the
answer of “Do not know” is due to the fact the trade policy announced by the Biden administration in March 2021 stated that policies
that had been in in place will be reassessed, but the specific nature of the reassessment had not been specifically stated by the
time the Survey was completed.

* In Canada, 40.7% said “Have no impact,” 31.4% said “Do not know,” and 16.9% said “Have a negative impact overall.” Compared
to the preceding year, “Do not know” increased by 8.0 points while “Have no impact” decreased by 8.9 points.

* When asked to name specifically government policies with the most negative impact, “additional tariffs under Section 301 of the
Trade Act” (U.S. 55.2%, Canada 35.0%), “China’s retaliatory tariffs against the U.S.” (32.0% and 55.0%, respectively), and
“additional tariffs of the U.S. imposed on steel and aluminum” (24.1%, 35.0%, respectively) were the top answers.

6. Management Challenges

* When asked about management challenges amidst restrictions on business activities due to Covid-19, “slow development of new
customers” was the top answer for both the U.S. (62.0%) and Canada (51.6%), followed by “increase in wages of employees”
(57.9%) and “rising logistics costs” (53.3%) in the U.S., and “rising logistics costs” (50.0%) and “rising procurement costs” (46.9%)
in Canada; many companies also cited challenges in hiring/labor, and raw materials/parts procurement.

* When asked about countermeasures they were taking to handle management challenges, the most common answer was
“differentiation from competing products” in both the U.S. (47.5%) and Canada (49.2%), followed by “increasing wages” (46.7%)
and “reviewing suppliers of materials/parts and procured contents” (43.3%) in the U.S., and “responding to various rules” (44.9%)
and “introducing remote work and web conferences” (44.1%) in Canada.
Copyright © 2022 JETRO. All rights reserved. 10



Survey Results Summary

7. Digital

* 47.6% and 52.0% of the companies in the U.S. and Canada, respectively, said they already used digital technology. When asked
about the advantages of using digital technology, the top answers in both the U.S. and Canada were “stabilization/enhancement of
quality of products/services” (55.9% and 47.7%, respectively), and “ability to address the issues of increasing wages/labor
shortages” (49.4% and 46.6%, respectively).

» When asked about the technology being used, many companies in both the U.S. and Canada answered “EC” (59.1%, 58.6%), “data
accumulation and/or management platform” (37.2%, 41.4%), “robots” (32.2%, 22.4%). When asked about the technology they were

considering using, the top answers were “artificial intelligence (Al)” (38.3%, 32.7%), “data accumulation and/or management
platform” (36.6%, 51.0%), and “loT” (30.0%, 32.7%).

8. Addressing Environmental Issues

» 33.5% of the companies in the U.S. and 43.2% of the companies in Canada were engaged in decarbonization. Looking at the
answers by the size of the companies, more than half of the large companies in both the U.S. (53.6%) and Canada (52.2%)
answered they were engaged in decarbonization. Looking at the answers by industry, in the U.S., more than 60% of the companies
in automobiles etc. (63.5%), more than 50% of the companies in rubber/ceramic/stone and clay products (56.3%) and electrical
machinery/electronic devices (51.4%) were engaged in decarbonization; in Canada, 100% of the companies in food industry and
66.7% of the companies in iron/non-ferrous metals/fabricated metal products were engaged in decarbonization.

» As for the reasons for engaging in decarbonization, the top answer at close to 70% in both the U.S. and Canada was
“instructions/recommendations from the headquarters (parent company)” (U.S. 68.2%, Canada 66.7%), followed by “regulations
and/or preferential treatments set by central/local governments in the country/region of our operation” (30.2% and 42.0%,
respectively).

+ As for the nature of decarbonization, the most common answers were “conservation of energy/resources” (U.S. 66.1%, Canada
58.0%) and “development of new environment-friendly products” (37.5% and 33.3%, respectively). When asked about challenges to
decarbonization, human resources/capacity shortages and costs increases were some of the answers.

Copyright © 2022 JETRO. All rights reserved. 11



Survey Results Summary

9. Biden Administration Policies

When asked about the effect of the Biden administration’s policies on business activities, 38.4% of the respondents said “Do not
know,” 22.3% said “Have no impact,” 14.1% said “Have a negative impact overall,” and 13.6% said “Have a positive effect overall.”
The reason “Do not know” is high is that a tax increase was one of President Biden’s promises, but Congress has not passed it due
to opposition by the Republican Party.

Looking at the answers by industry, the percentage of companies that answered that the policies would have a negative impact was
high in businesses in automobiles etc. (36.4%) and rubber/ceramic/stone and clay products (26.7%). The Biden administration’s
move toward electric vehicles is believed to be the reason for such answers. The percentages of the companies that answered that
there were positive effects were high in the precision machines/medical equipment and professional and technical services (both
26.3%) industries.

When asked about policy areas of the Biden administration that have an impact on business, 55.1% said “corporate tax plan,”
44.0% said “countermeasures for Covid-19,” 38.1% said “policies against China,” 31.1% said “environmental/energy policies
(climate crisis measures),” and 30.1% said “policies for immigration and foreign work visas.”

Copyright © 2022 JETRO. All rights reserved. 12
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Survey Overview

Overview of This Year’s Survey

The purpose of this survey was to
ascertain the management situations and
changes in the local business

Respondents by Industry and Regions
(Unit: company, %)

Comp.
Ratio

Total

operating in the U.S., and to contribute to --

the formulation of the companies’ By Industry

overseas business strategies and of Comp. Comp.

] Total . . Total .
policies for related organizations. Manufacturing Ratio Non-manufacturing Ratio
Survey Period Automotive etc. parts 91 10.7 | Sales companies/Sales subsidiaries | 104 12.2
Chemical/Medicines 71 8.3 | Trading/Wholesale 83 9.8
September 8-28, 2021 General machinery 59 6.9 | Information and communications 34 4.0
Valid Res ponses g?géll\]lgtr;-ferrous metals/Fabricated metal 52 6.1 | Transport 30 35
50.1% Electrical machinery/Electronic devices 36 4.2 Professional and technical services 21 2.5
(851 out of 1,697 companies) Food 31 3.6 | Travel/Amusement 15 1.8
Plastic products 29 3.4 | Financel/lnsurance 14 1.6
Precision machines/Medical equipment 20 2.4 | Construction 12 1.4
Scope of Surve
Rubber/Ceramic/Stone and clay products 16 1.9 Retail trade 11 1.3

Japanese-affiliated manufacturers and E:GC:”C"%' rgachinery Ft)artS/ 16 | 1.9 | Mining/Energy 9 11

non-manufacturers operating in the U.S. Ectronic cevice parts :

that are at least 10% owned by a Automobiles etc. 11 1.3 Real estate and leasing 8 0.9

and branches of Japanese firms in the Textiles/Textile apparel 7 0.8 | Restaurants 3 0.4

U.S. Railroad/Industrial vehicles etc. 7 0.8 Agriculture/Forestry/Fisheries 1 0.1
Railroad/Industrial vehicles etc. parts 5 0.6 | Other non-manufacturing 14 1.6

Note Other manufacturing 30 3.5

This is the 40t annual survey, By Region (Manufacturing) By Region (Non-Manufacturing)

conducted since 1981 (not conducted in Midwest 176 | 36.1 | Midwest 66 18.2

2004). Branches of Japanese South 165 | 33.8 | South 66 | 18.2

compan;lgs were added to the scope of West 93 19.1 | West 143 39.4

survey this time. Northeast 54 | 11.1 | Northeast 88 | 242

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

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

(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 choice did not meet a certain number, that industry/choice was excluded from the survey. CoPyright © 2022 JETRO. Allights reserved. 14



The State the Respondents Are Located

Breakdown of Locations of the Respondents and Their Main Plants

(unit: company)
States Where Respondents are Main Plant
Located State

States Where Respondents are Main Plant
Located State

Manufacturingman '\][gzt i
Number of respondents South | | 66 o 231 240
. Non- AL 7 0 7 17
ManUfaCtunngmanufacturing AR | 1 | 0 | 1 | 4
Northeast 142 46 DE | 0 | 0 | 0 | 0
cT | 1 | 3 | 4 2 FL | 3 | 3 | 6 | 3
| | | | GA | 42 | 14 | 56 | 50
ME 0 1 1 1 KY | 32 | 7 | 39 | 44
MA s | 7 | 12 | 3 LA | 2 | 1 | 2 | 2
NH | 2 | 0 | 2 | 3 MD | 1 | 2 | 3 | 2
N s | ow | s | e v e e e T
NY 1. | s8 | 74 | o9 OK | 2 | o | 2 | 2
PA | 18 | 1 | 1 | 2 sC I 10 I 1 I 11 I 17
™ 21 2 23 34
RI | 2 | | 3 | 2 TX | 26 | 3 | s7 | 25
VT 0 0 0 0 VA | 3 | 2 | 5 | 13
Midwest 176 66 242 179 \|/3vcv | g | (1) | ‘11 | g
IL - & 0z 21 West 93 143 236 88
IN o3| 0 R R Y AK 0 0 0 0
A | 2 | 0 | | 3 AZ I 4 I 2 I 6 I 6
ks | 1 | 0 | | 3 gg | 716 | 1i7 | 223 | 549
M | 31 | 14 | 45 | 25 HI | 1 | 6 | = | 3
MN 4 | o | a4 | ID I 0 I 0 I 0 I 1
MT 0 0 0 0
MO | s | 0 | 3 | NV | 3 | 0 | 3 | 3
NE | 2 | 0 | 2 | NM | 0 | 0 | 0 | 2
ND | 1+ | o | 1 | OR 2 | 3 | 5 | 4
OH | a3 | 5 | 4 | = uT | 1 | 0 | 1 | 0
s | 0 | 0 | 0 | o WA | 5 | 4 | 9 | 5
WY 0 0 0 1
WI | 3 | 0 | 3 | 6
Total 488 363 851 553
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Survey Overview

Respondents Establishment Year, Location, Number of Plants

Respondents’ Establishment Year

(Companies)

160 (156)
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(Note) Parentheses indicate the number of respondents in all industries (manufacturing and non-manufacturing included).

Breakdown of the Number of Respondent Sites Breakdown of the Number of Respondent Plants

Number of Number of
729 umper o
Respondents Respondents 588
. Number of Number of
Number of Companies . i umbper o
p Sites Number of Companies Plants
. . Non- Non-
Number of sites  [WENiEE0¢])! : Overall total i
gfes anufacturing Number of Plants  [VEWlETe 0] lgls] manufacturing Overall total
No site 10 0 No plant 70 176 246 0
1-5 | 390 | 246 | 63 | 1163
6-10 | 28 | 24 | 52 | 395 1-5 307 20 327 489
11-15 | 10 | 4 | 14 | 188 6-10 11 0 11 83
16-20 | a4 | 8| 144
21-25 | | 1 | | 67 11 or more 4 0 4 61
26-30 | | 0 | | 0 Total 392 196 588 633
30 or more 3 715
Total 441 288 729 2,672 Copyright © 2022 JETRO. All rights reserved.
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Survey Overview

Numbers of Employees and Expatriates from Japan:

44 and 3 (Median Value Per Company), Respectively

B The respondents had 633,258 employees in total, with the per-company average coming out to 744 employees and the
median value at 44 employees. When we look at this by industry, the median value among manufacturers was 90, and the

median value among non-manufacturers was 14.
B Respondents had a total of 7,834 expatriates from Japan (expatriates), with the per-company average being 9 and the
median value being 3. By industry, the median value among manufacturers was 4, while among non-manufacturers, the

median value was 2.

Number of Employees: Average and Median Values

Number of Expatriates from Japan: Average and Median Values

Overall No. of Average Median Overall No. of Average Median

employees value value secondees value value
All industries (851) 633,258 744 44 All industries (848) 7,834 9 3
Manufacturing (488) 479,624 983 90 Manufacturing (485) 5,371 11 4
Non-manufacturing (363) 153,634 423 14 Non-manufacturing (363) 2,463 7 2

Breakdown of Number of Employees by Industry
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2021 Operating Profits Forecasts: The Percentage of Companies
1-1 Expecting Operating Profits Has Recovered to a Little Less than 60%
m 59.2% of companies expect to earn operating profit in 2021, up 12.1 points from the prior year (47.1%). 23.1% expect to
suffer a loss in 2021, down 11.5 points from the prior year (34.6%). A trend in recovery from the Covid-19 can be seen. By
region, the percentage of companies that anticipated a profit was high in the Northeast (70.0%) and the West (66.0%), but in

the Midwest and the South, where many of the manufacturers are located, the percentage was only a little above 50% (52.1%
and 53.2%, respectively).

Operating Profit Forecasts and U.S.’s Real GDP Growth

(%) =eo=Profit Breakeven  =m=|0ss Real GDP growth rate (right axis) (%) (%) m Profit Breakeven
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2021 Operating Profit Forecasts (By Region)
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2021 Operating Profit Forecast (By Industry): 80% or More of Food,

1-2 | Sales Company/Sales Subsidiary, Transport Industries

m 80% or more of the companies in the food (83.9%), sales company/sales subsidiary (80.8%) and transport
(80.0%) industries expect to be profitable in 2021.

m  On the other hand, more than 50% of the companies in the travel/amusement (64.3%), automobiles etc. (54.5%)
and automotive etc. parts (51.6%) industries expect to suffer a loss.

2021 Operating Profit Forecasts (By Industry)

Factors Affecting Operating Profit Forecasts (Free-form)

m Profit Breakeven mLoss
0 20 40 60 80 100 m  Effect from stay-at-home consumption and government subsidies [sales
Total(84) company/sales subsidiary]
m Manufacturing(488) 27.0 m  While retail sales of products increased significantly during the prior year and
Food(31) 16.1 have remained high due to stay-at-home consumption, products for restaurants
Electrical machinery/Electronic devices(35) 2.8 have increased significantly [food]
Precisi hines/Medical equipment(20) | RO : , - - -
recision machines/vie '_Ca eqm[.)n.ﬁen (20 70.0 m  Higher demand in the U.S. market from development of Covid-19 vaccines and
Chemical/Medicines(71) - - i
) lower fixed costs [iron/non-ferrous metals/fabricated metal products]
Rubber/Ceramic/Stone and clay products(16)
Iron/Non-ferrous metals/Fabricated metal products(52) m  Revenge consumption and outdoor boom from Covid-19 [sales company/sales
General machinery(58) 18.6 | subsidiary]
Electrical machinery parts/Electronic device parts(16) M6.3 & Dropin some areas of business are covered by robust sales of other products
Plastic products(29) [precision machines/medical equipment]
Automobiles etc.(11)
Automotive etc. parts(91) 23.1

Factors Affecting Operating Loss Forecasts (Free-form)

Other manufacturing(30) 23.3
m Non-manufacturing(360) ®  Marked decline in large-scaled IT investments due to Covid-19 impact
Sales company/Sales subsidiary(103) 9.6) [information and communications]
Transport(29) 6.7 .
Finance/lnsurance(14) W = No group travel from Japan due to Covid-19 [travel/amusement]
Trading/Wholesale(83) = Lower production in the automobile industry caused by Covid-19 and shortage in
Information and communications(34) semiconductor supply [automotive etc. parts]
Professional hnical services(21 . : , , ,
rofessional and technica S?N'Ces( ) 220 m  Shortage of containers between Asia and North America, soaring fares
Retai trade(11) racling/holosale]
Construction(12)
Travel/Amusement(15) 64.3 ®  Additional tariffs on Chinese goods [general machinery]
Other non-manufacturing(13)

. . . . I ] ) Copyright © 2022 JETRO. All rights reserved. 19
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Business Sentiment DI:

1-3  34.7, aMajor Improvement, Further Rebound Expected in 2022

m The DI for business sentiment (difference between improvement and deterioration) in 2021 stood at 34.7, a
major improvement from the prior year (-42.0), and further rebound (40.3) is expected in 2022.

m As the main reason for such improvement, 69.8% of the respondents cited “sales increase in local markets.”

Reasons for Improved Operating Profit Forecasts

Year-over-Year Operating Forecast Profit Changes for 2021 (Multiple Answers)

(%) —e—|ncrease Remain the same —m—Decrease 0 20 40 60 80 (%)
70 61.8 €67.9 . .
: 588 Sales increase in local markets || NN s5.7
60 53.6 55.0 525 [ | 516
o : - i '
9.3 51.0 50.2 51.3 Reduction of other expenditures 20.7
50 46.6  44.1 %-y S N 0—.i%"i47 7 o -0 P ]
o—0.42. 9 o ® i *Q. 2 115 ;
40 %65 o 7 £ 5 037600, 37.7 Reduction of labor costs [l 18.9
€39.
324N 30.831.6 300 338 351, %43\m 24.4 Sales increase due to export
3097 5282 4;- 28.4°Y - 7.931 S 31632 2{.\ -3 315 expansion Bl 161
By 22.1 27_9 9.9 . .
00 25.725.224. 75 l2 42 AZ ~ '{3.%27020\' 2821.11\8-5\ {0.?3 7 us ./ 16.9 Improvement in the operating rate [JJlil 15.2
20. 9.g21.1 " ~m : 3 i i
196 18.2 16.4 .8 . Improvement in production
10 13.4 > 6 u M 122

12.2 efficiency

# of respondents(2021):845

0 Other . 7.4 # of respondents:434
98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 (Year) (Note) This chart only shows the top items
X Estimate ForecastRaasons for Improved Operating Profit Forecasts
Business Sentiment DI Trends for 2021(Main Reasons)
(Point) 0 20 40 60 80(%)
60
Sales increase in local markets NN 9.8
30
Sales increase due to export expansion [l 5.8
0 :
L qo 9899 000102030405 0607 08 09 10 11 12 13 14 15 16 17 18 19,20 21 22 (vear) Reduction of labor costs W 4.8
30 X Estimate Forecast Improvement in the operating rate B 3.9
A 60 Other W 6.5 * Of respondents:434
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Business Sentiment DI (by Industry): All Industries Improved in 2021,

1-4 | Automobile-Related Industries to Improve in 2022

m The DI for 2021 improved for all industries compared to the previous year. In particular, improvements of 100 points or
more were seen in retail trade (148.0 points increase), real estate/leasing (142.0 points increase), and iron/non-ferrous
metals/fabricated metal products (117.2 points increase).

m Asfor DI for 2022, a major improvement is expected in automobiles etc. (90.9 points increase) and automotive etc. parts (51.3
points increase), but deterioration is expected in transport (49.8 points decrease) and real estate/leasing (37.5 points decrease).

Business Sentiment DI for 2021 (By Industry) Business Sentiment DI for 2022 (By Industry)
A40A20 0 20 40 60 80 100 0O 20 40 60 80 100
Total(845) (Point) Total(844) (Point)
m Manufacturing(486) m Manufacturing(485)
Electrical machinery/Electronic devices(35) Electrical machinery/Electronic devices(35)
Iron/Non-ferrous metals/Fabricated metal products(52) Iron/Non-ferrous metals/Fabricated metal products(51)
Food(31) Food(31)
Rubber/Ceramic/Stone and clay products(16) Rubber/Ceramic/Stone and clay products(16)
Electrical machinery parts/Electronic device parts(16) Electrical machinery parts/Electronic device parts(16)
Chemical/Medicines(71) Chemical/Medicines(71)
General machinery(58) General machinery(59)
Precision machines/Medical equipment(20) 25.0 Precision machines/Medical equipment(20)
Automotive etc. parts(91) Automotiv§ etc. parts(90)
Plastic products(29) 13.4 Plastic products(29)
Automobiles etc.(11) Al Automobiles "th-(ll)
Other manufacturing(30) A 10.0H Other manufacturing(30)
® Non-manufacturing(359) 42.9 " Non-manufact'uring(359)
Retail trade(11) . 909 | Retail trade(11) | NN
Transport(29) _ Transport(30)
Trading/Wholesale(83) Tradlng/\th.>I(-?‘saIe(83)
Sales company/Sales subsidiary(103) Sales company/?ales subsidiary(102)
Finance/Insurance(14) _ F|nanc.ellnsura.nce(l4)
Professional and technical services(21) Professmnél and technical s.erv.lces(20)
Information and communications(34) [14. Information and communications(34)
Travel/Amusement(15)
TraveI/Amusem(.ent(15) A 6.7. Construction(12)
Construction(12) A 1cligHN Other non-manufacturing(14)
Other non-manufacturing(13) ﬂ
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Compared to 2019 (Before the Covid-19 Pandemic): Operating Forecasts

1-5 “Improvement” Decreases and “Deterioration” Increases

m Comparing operating profit to before the Covid-19 pandemic, overall “improvement” was 39.3%, a 12.3
points decrease from the prior year (51.6%), and “deterioration” was 32.8%, a significant increase from the
previous year (16.9%).

m By industry, “deterioration” was close to 90% in travel/amusement (86.7%), and more than 60% in automobiles
etc. (63.6%) and automotive etc. parts (61.5%), showing the huge impact caused by the Covid-19 pandemic.
Changes in Operating Profit Forecasts Compared to 2020 (By Industry) Changes in Operating Profit Forecasts Compared to 2019 (By Industry)
m |[ncrease Remain the same ® Decrease m [ncrease Remain the same m Decrease

0 20 40 60 80 100 (%) 0 20 40 60 80 100 (%)
Total(845) Total(845)
B Manufacturing(486) B Manufacturing(486)
Iron/Non-ferrous metals/Fabricated metal products(52) 11.9 Food(31)
Rubber/Ceramic/Stone and clay products(16) Electrical machinery/Electronic devices(36)
Electrical machinery/Electronic devices(35) [N § Iron/Non-ferrous metals/Fabricated metal products(52)
Food(31) Rubber/Ceramic/Stone and clay products(16) 61.3 22.6
Electrical machinery parts/Electronic device parts(16) Electrical machinery parts/Electronic device parts(16)
Chemical/Medicines(71) Precision machines/Medical equipment(19)
Automotive etc. parts(91) General machinery(59) 61.5
General machinery(58) Chemical/Medicines(71) 28.8
Precision machines/Medical equipment(20) Plastic products(29) 21.1
Plastic products(29) Automotive etc. parts(91) 44.8
Automobiles etc.(11) Automobiles etc.(11)
Other manufacturing(30) Other manufacturing(29) 48.3
m Non-manufacturing(359) ® Non-manufacturing(359)
Retail trade(11) [N Sales company/Sales subsidiary(102)
Transport(29) Finance/Insurance(14)
Trading/Wholesale(83) 10.4 Retail trade(11) 32.5
Sales company/Sales subsidiary(103) 14.6 Trading/Wholesale(83)
Finance/Insurance(14) 7.1 Transport(30) 14.3
Travel/Amusement(15) 267 Information and communications (34) 86.7
Professional and technical services(21) B Construction(11) KKK 14.3
Information and communications(34) [ 7 Professional and technical services(21)
Construction(12) Travel/Amusement(15) 455
Other non-manufacturing(13) BN Other non-manufacturing(14)
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2021 Operating Forecasts Compared to Previous Years (Fluctuation): “Remain the

1-6 | Same” at More than 30%, and “Increase by 10-50%” at About 25%

m  With regard to year-over-year fluctuations in the operating profit forecasts for 2021, a little over 30% replied “remain
the same” (31.5%), while 24% replied “increase by 10-50%,” and 9.5% replied “turnaround.” Looking at this by industry,
many of the respondents that answered “increase by 10-50%” were in the electrical machinery parts/electronic device parts
(50.0%), retail trade (45.5%), financial/insurance (35.7%), and food (35.5%) industries. On the other hand, deterioration was
high in the travel/lamusement, automobiles etc., and other manufacturing industries.

Year-over-Year Fluctuation in 2021 Operating Profit Forecast (By Industry)

Increase Decrease
m |Increase by more than 60-90% = Increase by 10-50% = Turnaround Deficit reduction Unknown Remain the same
Unknown2 Decrease by 10-50% Decrease by more than 60-90% = Falling into the red = Rise in deficit (%)
0 10 20 30 40 50 60 70 80 90 100
Total(845) 56 6.2 21 83 1.4FEM 2.2
® Manufacturing(486) 6.8 45 27 95 14
Iron/Non-ferrous metals/Fabricated metal products(52) 7.7 1.9 58 MW 19
Rubber/Ceramic/Stone and clay products(16) 12.5 6.3 6.3
Electrical machinery/Electronic devices(35) IEAIIIIIEIEIEGEGEGEINNFEGZECEEEEEEEEE 29 8.6 2.9
Food(31) 32 97 32 97
Electrical machinery parts/Electronic device parts(16) 50.0 6.3 6.3
Chemical/Medicines(71) IEENIININEENNF7- W N28 5.6 7.0
Automotive etc. parts(91) 2 NNV -0 15.4 4.4 3.3 12.1
General machinery(58) 6.9 5.2 341 69 17EVFE
Precision machines/Medical equipment(20) 5.0 5.0 10.0
Plastic products(29) 10.3 341169
Automobiles etc.(11) 18.2 18.2 9.1
Other manufacturing(30) 3.3 3.3 23.3 3.3
m Non-manufacturing(359) 39 84 1.4 6.7 14260 1.1
Retail trade(11) 18.2
Transport(29) 6.9
Trading/Wholesale(83) 3.6 12.0 3.6 3.6112 2.4
Sales company/Sales subsidiary(103) 391 4.9 11.7 1.0 EB 1.0
Finance/Insurance(14) 7.1
Travel/Amusement(15) 6.7 13.3 13.3 13.3
Professional and technical services(21) 9.5 14.3 4.8
Information and communications(34) |INNIEINECYAREEN-CE29 59 5.9 29ECH
Construction(12) 16.7 8.3 8.3
Other non-manufacturing(13) 7.7 7.7 7.7
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2021 Operating Profit Forecasts Compared to 2019 (Fluctuation): “Remain the

1-/7 | Same” at Close to 30%, “Increase by 10-50%” at Less than 20%

m  With regard to the difference in the operating profit forecasts for 2021 compared to 2019, close to 30% responded “remain the
same” (27.8%), 19.1% responded “increase by 10-50%,” and 14.3% responded “decrease by 10-50%.” Looking at this by industry,
many of the respondents that answered “increase by 10-50%” were in the finance/insurance (42.9%) and precision machines/medical
equipment (31.6%) industries. On the other hand, the percentage of deterioration was high in the travel/amusement and in the automobiles
etc. industry, with 33.3% of former responding “decrease by 60-90%,” and 27.3% of the latter responding “falling into the red.”

Fluctuations in Operating Profit Forecasts in 2021 Compared to 2019 (By Industry)

Decrease
Remain the same

Increase

m Increase by more than 60-90% m Increase by 10-50% = Turnaround Deficit reduction Unknown

Unknown2 Decrease by 10-50% Decrease by more than 60-90% = Falling into the red m Rise in deficit %)
0 10 20 30 40 50 60 70 80 90 100
ez 72 [ 191 [ 6.0 [chikR) 5.2 | 6.2 P4
m Manufacturing(486) 4.3 3.5 4.9
Food(31) 32 65 3.2
Electrical machinery/Electronic devices(36) 8.3 2.8
Iron/Non-ferrous metals/Fabricated metal products(52) 7.7 3.8 3.8 | 5.81)9 |
Rubber/Ceramic/Stone and clay products(16) 6.3 6.3 18.8
Electrical machinery parts/Electronic device parts(16) 6.3
Precision machines/Medical equipment(19) 5.3
General machinery(59) Kl V-V RN A 5110 5.1 1.7
Chemical/Medicines(71) NN TN /W21 2.8 1.4
Plastic products(29) 13.8
Automotive etc. parts(91) RN 99 1.1 9.9
Automobiles etc.(11) 9.1 18.2 27.3
O aVEUNicetuelva)l 69 | = 207 [k 3.4 | 6.9 |
m Non-manufacturing(359) IR TN R - 4.5 5.6
Finance/Insurance(14) 7.1

Sales company/Sales subsidiary(102) [IENIN Y2 X000 3.9 3.9 0 |
Retail trade(11) 9.1

Trading/Wholesale(83) IR S N V12742 4 7.2 l1.2
Transport(30) 3.3
Information and communications(34) 2.9 11.8 2.9

Construction(11) 9.1 18.2 18.2
Professional and technical services(21) 9.5
Travel/Amusement(15) 20.0
Other non-manufacturing(14) 7.1
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Future Business Direction:

2-1  Close to 50% Plan to Expand (Recovery)

m In the last survey, a little less than 40% (39.1) of respondents said they had their sights on business expansion
in the next one to two years, but in this survey, such respondents rose to close to 50% (48.1%). Industries
that showed a high “expansion” percentage were food (74.2%) and precision machines/medical equipment (70.0%)
among manufacturers, and a finance/insurance (64.3%) among non-manufacturers.

Business Direction in the Next 1-2 Years (By Industry) Trends in Business Expansion for Next 1-2 Years
= Expansion
Remaining the same
= Reduction
Transferring to a third country/region or withdrawal from current local market(%) (%) . .
0 20 40 60 80 100 m Expansion Remain the same
Total(850) go.s 100
W Manufacturing(487) 1.0 90
Food(31)
Precision machines/Medical equipment(20)
Chemical/Medicines(71) |11.4 80
Electrical machinery parts/Electronic device parts(16) 5.
Automobiles etc.(11) 70
Electrical machinery/Electronic devices(36) I2.8 60
Rubber/Ceramic/Stone and clay products(16) 12.5
General machinery(59) Ih7 50
Iron/Non-ferrous metals/Fabricated metal products(51) 2.0
Plastic products(29) 34 3.4 40
Automotive etc. parts(91)
Other manufacturing(30) W 6.7
® Non-manufacturing(363) HO.6 30 S 60.1960:3 6.7 53.4 57.1 54.2
Finance/Insurance(14) || 20
Trading/Wholesale(83) 1.2
Sales company/ Sales subsidiary(104) 1l0 10
Professional and technical services(21)
Information and communications (34) O | 0
Travel/Amusement(15) 12 13 14 15 16 17 18 19 20 21
Transport(30) 3.3 (Year)
Retail trade(11)
Construction(12)
Other non-manufacturing(14) Copyright © 2022 JETRO. All rights reserved. 25

(Note) This charts lists only the industry types for which valid responses were received from at least 10 companies.



Reasons for Business Expansion:

2-2 AlLittle Less than 90% Cite Sales Increase in Local Markets

m  When asked about the main reason for business expansion in the next one to two years, a little less than 90% (89.6%)
chose “sales increase in local markets,” followed by “high growth/potential” (39.2%) and “high receptivity for high-value
added products/services” (27.3%).

m When asked about functions that will be expanded, 65.4% chose “sales function,” followed by production (high-value
added products, 35.1%) and production (general-purpose products, 20.1%).

Reasons for Business Expansion (Multiple Answers)
= Total(403)

Specific Functions to Be Expanded (Multiple Answers)

Non-manufacturing(180) = Total(402) = Manufacturing(222)
100 (%) 0 20 40 60 80

= Manufacturing(223) Non-manufacturing(180)

100 (%)

Sales increase in local markets IEEEEEEEEEE—————— 1.5

. "
Sales function I 55.065'4

- 87.2 78.3
High growth potential _35.943 . Production (high-value added products) # 53.2
. .. . . . | | 1
High receptivity for high-value added I— 27.3 Production (general-purpose products) ——— o 315
. I 32.3 6.1
products/services 21.1 e 16.2
. L . . 16.1 R&D mmmmmm 234
Relationship with clients 0.3 53.3 —
. ’ Logistics function === 9.0 11.2
Sales increase due to export 154 16.1 —ar; 13.9
~ €Xpansion 144 =7 Function of regional headquarters = 5. 5.0
Reviewing production and =12-4 6.7
o 13.0 . . . . . . m 50
distribution networks 55 11.7 Administrative functions in providing services = 67 3.6
. | B .
Reduction of costs -6 Open innovation function & 4.5 39
6.5 w52 6.1
Other M4, Other I 14
5.0 10.0

Specific Reason for “Other” as a Reason for Business Expansion (Free-form)

m  Increase in imported goods volume and accompanying increase in warehouse use
[transport]

m  Recovery from Covid-19 and supply chain fragmentation [automotive etc. parts]

m  Increase in deposit assets [finance/insurance]

Circular business expansion and introduction of new products [sales company/sales

subsidiary]

New business expansion [textiles/textile apparel]

New products and new production facilities [automobiles etc.]

Enhance production capacity from capital investments [paper/wood products/printing]

Facilitation of localization through aggressive investments [trading/wholesale]

Expansion through funding/collaboration [electrical machinery parts/electronic device parts]
Cultivation of new customers [paper/wood products/printing]

Increased need for raw materials due to higher production at plant in India [iron/non-ferrous
metals/fabricated metal products]

Shift to domestic production in U.S. (reduce China risk) [electrical machinery parts/electronic
device parts]

In light of U.S. industrial policies, policy to proceed with certain localizations [general
machinery]

Infrastructure bills [sales company/sales SUbs'd'é'?gB/Jngm ©2022 JETRO. All rights reserved. 26



Changes in Capital Investments:

?2-3 | Close to 30% of Companies’ Investments Surpassed Prior Year

m 27.9% of respondents said their capital investments for 2021 surpassed those in the prior year in terms of monetary amount, this being
5.7 points up from the previous survey (22.2%). Only 10.5% of companies said they made smaller investments year-over-year, which
was 15.1 points lower than last time (25.6%) and a significant improvement.

m Top answers for the purposes of capital investment were “maintenance and/or repair of existing equipment” (47.3%), “application of
digitalization” (29.3%), “strengthening productivity and/or sales” (25.9%), and “labor-saving/streamlining measures” (23.9%).

2021 Changes in Capital Investments Purposes of Capital Investments (Multiple Answers)
m |[ncreased by over 50% year- 29 0 20 40 60 (%)
over-year 11 %)
= Increased by 30% to less than 4.2 _ Maintenance and/or repair of =7
50% year-over-year 2.3 Increase: existing equipment 52.1
Increased by 10% to less than 27.9 J
30% year-over-year Application of digitalization such as
Increased by 1% to less than Al, 10T, information security, etc. 41.1
10% year-over-year
No change Strengthening productivity
and/or sales
# of respondents: 824
Declined by 1% to less than Labor-saving or
10% year-over-year o 9
_ streamlining measures
Declined by 10% to less than
30% year-over-year Launch of new business,
Declined by 30% to less than production of new products
50% year-over-year
= Declined by over 50% year- Improvement of existing products
over-year or services
Capital Investment Plans for 2022 and Beyond (By Industry) 5.8
. Research and development 6.9
® Increase No change = Decline 3.9 = Total(727)
0 20 40 60 80 100 (%)

= Manufacturing(447)

Total(818)
Manufacturing(476) Other

Non-manUfaCturing(342) I 2.6 Copyright © 2022 JETRO. All rights reserved. 27
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2. Future Business Direction

Changes in Capital Investments (by Industry): “Increased” Cited by
-4 More than 40% of Respondents in Automobiles etc. and Food

m A comparison by industry of changes in capital investment in 2021 show that in automobiles etc. (45.5%) and

food (43.4%) industries, more than 40% of respondents had “increased” such investments.

m The percentage of companies with “increased” capital investments had been declining since 2019, but increased
for the first time in three years in 2021. A decline is expected again in 2022.

Changes in Capital Investments in 2021 Vs. Prior Year (By Industry) Trends in Annual Changes in Capital Investments (2002-2022 Forecasts)

m Increase No change m Decline
0 20 40 60
Total(824) 27.9
B Manufacturing(478)
Automobiles etc.(11)

Food(30)

Electrical machinery parts/Electronic device parts(16)
Iron/Non-ferrous metals/Fabricated metal products(49)
Precision machines/Medical equipment(20)
Plastic products(29)

Automotive etc. parts(91)

Electrical machinery/Electronic devices(35)
Chemical/Medicines(67)

General machinery(58)
Rubber/Ceramic/Stone and clay products(16)
Miscellaneous manufacturing industries(30)
B Non-manufacturing(346)

Retail trade(11)

Transport(29)

Travel/Amusement(14)

Sales company/Sales subsidiary(100)
Finance/lnsurance(13)
Trading/Wholesale(77)

Information and communications(33)
Professional and technical services(19)
Construction(11)

Other non-manufacturing(14)

(Note) This charts lists only the industry types for which valid responses were received

from at least 1 mpanies.
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~ S (=] IN 1S B N )
Ll (&)

(%) (g —e—|ncrease No change —m—Decline
80 100 (%) g
10.5 80 # of respondents (2021):824
# of respondents (2022):818
9.1 70 67.7
B.3 61.5
:
60 55.9 16.7
W50 N 5 473 49 852.2
L0 454 419 449 | 470\ 04
100 50 : 47.6
44.4
115 41.6 “4\0-8 o
i 40 1 [ . < o—0— 0/43X 37.9
39.1 ® 39.8 406
B. 3 30. 38.0 35.6
30 ¢° 30.3 56279
i n 26.7m & 9.
°
0.1 27.\\ 18.2 19/ 24.7
5 ¢ 20 16.6_jg—MN 2.
o 13.1 12.3
42.8 17.4 13.2 12
= : 1209 E—p g ——n 100 / .0-5
10 " 125 115 Bn O
ms.2 8.7
0
02 03 05 06 07 08 09 10 11 12 13 14 17 18 19 20 21 22 (year)
Estimate
14.3 (Note) No survey was conducted in 2004. The question was not asked in 2015 and 2016.
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Reassessing Sales Strategies:

2-5 | Close to 30% “Have” Plans to Reassess Their Strategies

m 27.3% of the respondents “have” plans to reassess sales strategies; by industry, travel/amusement (64.3%),
other manufacturing (44.8%) and construction (41.7%) were the highest.

m [n terms of the nature of these reassessments, the most common answers were “rise in sales prices” at 52.0%,
“change of sales destination” at 41.9%, and “review of sales products” at 41.0%.

Plans to Reassess Sales Strategies (By Industry) Nature of Reassessment of Sales Strategies (Multiple Answers)
uYes S 0 20 40 60 (%)
0 20 40 60 80 100(%)
Total(840) ) ) I 52.0
m Manufacturing(482) Rise in sales prices 42.0 573
General machinery(58)
Rubber/Ceramic/Stone and clay products(15) IR D 419
Plastic products(29) Change of sales destination IS 40.4
Electrical machinery/Electronic devices(35) 44.4
Electrical machinery parts/Electronic device parts(16)
Precision machines/Medical equipment(20) . I— 41.0
Review of sales products I 45.2
Food(31) P 33.3
Iron/Non-ferrous metals/Fabricated metal products(51)
Automotive etc. parts(90) _ Promotiqn_of digitaliz_ation I 320
Chemical/Medicines(71) including digital marketing and N 26.7
Automobiles etc.(11) Al utiization 42.0
Other manufacturing(29) - L
N A —— m— Promotion of utilizing virtual  pE———— 8.6
on-manufacturing(358) INZEIZIN NI ., hitions and online business M 26.0
Travel/Amusement(14) meetings 333
Construction(12)
Information and communications(34) Launch/expansion of EC sales I 216
Sales company/Sales subsidiary(103) of your products —Ea
Trading/Wholesale(81) '
Retail trade(11)
o ) Il 7.0
Transport(30) Reduction in sales prices Wl 5.5
Professional and technical services(21) [l 95.2 9.9
Finance/insurance(14) = = Total(227) = Manufacturing(146) Non-manufacturing(81)
Other non-manufacturing(13) 100
(Note) This charts lists only the industry types for which valid responses were received from at least 10 companies. Copyright © 2022 JETRO. All rights reserved. 29



Reasons for Reassessment of Sales Strategies: The Main Reason for

2-06 Raising Selling Prices Is “Optimization of Production Cost”

m As part of reassessment of sales strategies, the top reason for “rise in sales price” and “review of sales
products” was “optimization of production cost” (63.5% and 35.9%, respectively), and the top reason for
“change of sales destination” was “other” (47.6%).

Specific Reason for “Other” as a Reason for Reassessment

Reasons for Reassessing Sales Strategies (Multiple Answers) of Sales Market (Free-form

0 20 40 60 80 100 (%) = Improve dependability on existing customers [general machinery]
m Increase sales markets [iron/non-ferrous metals/fabricated metal]

Rise in sales prices(104) B8 115 26.9 [sales companies/sales subsidiaries]
1.9 26.9 m Diversification of sales markets [precision machines/medical equipment]
— 274 m  Coverage of sales areas [general machinery]
Change of sales destination(84) o 29.8 m Reassessment of sales networks [general machinery]
71 47.6 m  Expansion of sales through changes in targets [construction]
e 35,9 = Expansion of sales channels to South America, etc. [information and
Review of sales products(78) W 5.1 28.2 communication]
19-233_3 m  Changes to responsible territories within group companies [other
manufacturing]
Promotion of digitalization including G 70.7 m  Development of new markets for existing products [electrical
digital marketing and Al utilization(58) 3_48' 172 machinery/electronic devices]
’ m  Utilization of new distribution channels [general machinery]
| . :
Promotion of utilizing virtual exhibitions S 946 ™ Choosing more suitable partners [food]
and online business meetings(56) 1. 6 m Changes to sales channels [sales companies/sales subsidiaries]
m  Cultivation of products for other industries [iron/non-ferrous
; — metals/fabricated metal]
Launch/expansion of EC sales of your — 50.0
products(40) ;E 975 m  Restrictions on sales to China [chemical/medicines]

= Optimization of production cost ' m  Organizational restructuring [construction]

= Spread of COVID-19 infections m  Optimization of distribution costs [rubber/ceramic/stone and clay

= Change in the trading environment (assessment of additional customs duty, etc.) products]

Tightening of environmental regulations
Other

Copyright © 2022 JETRO. All rights reserved. 30




_ _
Reassessment of Sales Market Countries/Regions:

2-/  Mainly Reassessment in the U.S.

m The U.S. was the top answer as a sales market to be reassessed, cited by 40 companies. The top sales
markets after reassessment were the U.S. (16), Central and South American countries other than Mexico (8),
and Mexico (7). Mexico and Central and South American countries other than Mexico were the top sales markets
from the U.S. after the change.

Sales Markets Subject to Reassessment New Sales Markets after Reassessment New Sales Markets after the Change from the U.S.
(Multiple Answers) (Multiple Answers) (Multiple Answers)
0 50 0 10 20 30 20 30
(Case) (Case) (Case)
Start of sales 7 Central and South America 8
other than Mexico Central and South America 3
other than Mexico
Central and South America I 5 Mexico 7
other than Mexico Xl
Japan I 2
Japan I 4 Europe I 3
Canada I 3 Japan I 2 Europe I 2
Mexico I 3 I
ASEAN 2 End of sales I 1

China I 2 End of sales I 1
Other I3

Europe I 2 Other . 5

# of respondents:57 # of respondents:57 # of respondents:38
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Reassessing Procurement:

2-8 | More than 20% “Have” Plans to Reassess Their Procurement

m 23.2% of the respondents “have” plans to reassess procurement; by industry, automotive etc. parts (36.7%),
chemical/medicines (36.6%), and other manufacturers (34.5%) had high percentages.

m In terms of the nature of these reassessments, “change of procurement source” (82.3%), “implementation of multiple
sourcing” (62.0%), and “promotion of digitalization” (16.7%) were the highest, and in all answers, companies that had already
commenced reassessment constituted the majority.

Plans to Reassess Procurement (By Industry) Nature of Reassessment (Multiple Answers)
=Yes = No 0 20 40 60 80 100 (%)

0 20 40 60 80 100(%) 823
I s2.
Total(836) Change of procurement source NN 85.5
m Manufacturing(478) 72.3
Automotive etc. parts(90) B 620
Chemical/Medicines(71) Implementation of multiple sourcing I 65.5
Electrical machinery/Electronic devices(33) 51.1
General machinery(58) B 167 1(192)
Food(2 . , S o ®Total(192
_ 00d(28) - Promotion of digitalization [l 15.9 .
Rubber/Ceramic/Stone and clay products(16) 191 = Manufacturing(145)
Electrical machinery parts/Electronic device parts(16) ' Non-manufacturing(47)
Plastic products(29) [IEFNUNN IR o
Precision machines/Medical equipment(20) Timing of Commencement of Reassessment of Procurement
Automobiles etc.(11)
Iron/Non-ferrous metals/Fabricated metal products(51) 0 50 100 (%)
Other manufacturing(29) 5.8 3.9

®m Non-manufacturing(358) Change of procurement _
Construction(12) source(154) e 8.4
Trading/Wholesale(83)

3.5
Sales company/Sales subsidiary(102) Implementayon of multiple n 35
Information and communications(34) I G sourcing(115)
Transport(30) ¥ T N

Professional and technical services(20) [EXQ) 95.0 Promotion of digitalization(31) E 3.2
Retail trade(11)

Finance/Insurance(14) 100 = Already started = In 2021 = First half of 2022
Travel/Amusement(14) 100
Other non-manufacturing(13) Second half of 2022 In or after 2023 Do not know
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Reasons for Reassessing Procurement: “Optimization of Production

2-9 | Cost” and “Spread of Covid-19” Are Top Answers

m For reassessing procurement, ‘“optimization of production cost” was the top reason for “change of
procurement source” and “implementation of multiple sourcing” (60.7% and 57.9% respectively) and
“spread of Covid-19” was the top reason for “promotion of digitalization” (62.1%).

Reasons for Reassessing Procurement Sources
(Multiple Answers)

0 20 40 60 (%)
— 60.7
I 34.
Change of procurement S 31.3
source(150) 7.3
4.0
19.3
_54527.9
Implementation of multiple S 29.9 '
sourcing(107) 4.7
6.5
21.5
I 48.3
62.1
Promotion of digitalization(29) ? 6.9
6.9
10.3

= Optimization of production cost

= Spread of COVID-19 infections

= Change in the trading environment (assessment of additional customs duty, etc.)
Utilization of trade agreements such as FTA
Tightening of environmental regulations

Other

Specific Reason for “Other” as a Reason for

Reassessing Procurement Sources
Changes to supply and demand balance [other non-manufacturing]

Cost reductions [general machinery]

Measures against rise in raw material prices [general machinery]

Soaring price of materials [construction]

Diversification of procurement sources in conjunction with rising prices
[rubber/ceramic/stone and clay products]

Costs and lead time improvement [automotive etc. parts]

Soaring transport costs [food]

Distribution costs reduction [general machinery] [iron/non-ferrous
metals/fabricated meta products]

Shortage of raw material supplies and logistical stagnation in conjunction with
Covid-19 [chemical/medicines]

Longer delivery times of suppliers [sales company/sales subsidiary]

U.S. steel materials supply delays [automotive etc. parts]

As logistical stagnation is raising issues, review current dependency on
procurements from the Japanese parent company, and commence procurement
from North American companies [sales company/sales subsidiary]

North American procurement facilitation [chemical/medicines]

Supply chain changes [automotive etc. parts]

Direct sale of service parts [other non-manufacturing]

BCP strengthening [chemical/medicines]
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2. Future Business Direction

Countries/Regions Being Reassessed as Procurement Sources:
2_10 Mainly Reassessment of Procurement from the U.S., Japan and China

m Companies reassessing procurement sources are mainly reassessing procurement from the U.S. (43),
Japan (40) and China (33). Top procurement sources after reassessment are the U.S. (45), ASEAN (16) and
Mexico (12). Procurement sources prior to shift to the U.S. include Japan, China, and ASEAN.

Procurement Sources Subject to New Procurement Sources after Procurement Sources Prior to Shift
Reassessment (Multiple Answers) Reassessment (Multiple Answers) to the U.S. (Multiple Answers)
0 20 40 0 20 40
(Case) (Case) 0 10 20 %g )
ASEAN 16 Japan 26
Mexico - 12
China _ 33 Other countries of i
China
Asia and Oceania - 12
asean [l s sapan [ 12
Other countries of ASEAN
Asia and Oceania l 5 Europe . !
Europe l 5 China l 5
south Korea ] 5 South Korea I 2
South Korea I 4
Canada I 4
# of respondents:116 # of respondents:116 # of respondents:40
Canada I 2 Taiwan I 3 Canada I 1 P
Mexico I 2 Central and South America I 2
Other countries of Asia 1
Start of new procurement I 2 End of procurement I 2 and Oceania
RussiaCIS | 1
Africa I 1 |
Other - 14 Start of new procurement I 1

Other l 5 NA. - 1
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Reassessment of Production:

2-11 Close to 20% “Have” Plans to Reassess Their Production

m 18.9% of the respondents said they “have” plans to reassess production; by industry, automobiles etc.

at 54.5% and automotive etc. parts at 37.4% were the highest.

m In terms of the nature of the reassessment, the top answers were “increase in new investments/capital

investment” (59.0%), “change of production site” (40.4%) and “promotion of automation/labor conservation”

(32.1%).

Reassessment of Production (By Industry)

mYes

Total(831)

® Manufacturing(481)

Automobiles etc.(11)

Automotive etc. parts(91)

Food(31)

Chemical/Medicines(70)

Plastic products(29)

Iron/Non-ferrous metals/Fabricated metal products(51)
Rubber/Ceramic/Stone and clay products(16)
General machinery(58)

Precision machines/Medical equipment(20)
Electrical machinery parts/Electronic device parts(16)
Electrical machinery/Electronic devices(34)
Other manufacturing(29)

®m Non-manufacturing(350)

Construction(12)

Information and communications(33)
Transport(29)

Sales company/Sales subsidiary(98)
Travel/Amusement(15)
Trading/Wholesale(81)

Professional and technical services(20)
Retail trade(11)

Finance/lnsurance(13)

Other non-manufacturing(13)

0 20

Nature of Reassessment of Production

= No
40 60 80 100(%)

gg 912 |
8e 914 |
iod 8.7 |
o2 898 |
6y 933 |
62 938 |

Change of production site

Promotion of automation/
labor conservation

Promotion of digitalization
(including Introduction of 10T)

investment/capital investment

Utilization of outsourcing
including OEM

(Note) This charts lists only the industry types for which valid responses were received from at least 10 companies.

(By Industry, Multiple Answers)

0 10 20 30 40 50 60 70(%)

I 321
IR 35.7

16.7

B 192
BN 183

23.3

m Total(156)

16.7 = Manufacturing(126)

B 22
L R
30.0
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Reasons for Reassessing Production:

2-12 “Optimization of Production Cost” Given as the Main Reason

m Looking at the reasons for reassessing production, the top answer was “optimization of production cost”
for every nature of reassessment.

m Looking at the timing of commencement of reassessment of production, the top answer was “already started”
for every nature of reassessment.

Reasons for Reassessing Production (Multiple Answers)  Timing of Commencement of Reassessment of Production

0 20 40 60 80  100(%) 0 50 100 (%)
Increase in new investment/ e 9.7 56.9 Increase in new invesérgent/capital 14601
capital investment(72) -~ 6.9 44.4 investment(89)

7? 78.6 change of production site(61) [ ETIIEEINFCES =66 o8

Change of production site(56) - '14 3. Promotion of automation/labor 54 2 8.3 g3
conservation(48) ' : =

Promotion of automation/ T? 814 promotion of digitalization (including ' 3.3 10.0

labor conservation(43) Introduction of 10T)(30)

11.6 53 5.3
Cancellation/postponement of new 28.9 ll -
Promotion of digitalization TW 68.0 investment/capital investment(19) ' 53
(including Introduction of 10T)(25) 805 o Utilization of outsourcing including
3.7 OEM(19) 2353 158
Cancellation/postponement of new TW .
investment/capital investment(19) T m Already started mIn 2021 m First half of 2022
5.3 Second half of 2022 In or after 2023 Do not know
Utilization of outsourcing including 6.7 86.7 -
OEM(15) _o E% Specific Reason for “Other” as a Reason for

Reassessment of Production Sites

Local production [chemical/medicines]

U.S. labor shortage [automotive etc. parts]

Costs and lead time improvement [automotive etc. parts]
Soaring transport costs [food]

Considering multiple sourcing [paper/wood products/printing]

m Spread of COVID-19 infections
m Change in the trading environment(assessment of additional customs duty, etc.)

Tightening of environmental regulations
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Countries/Regions Being Reassessed as Production Sites:

2-13| Mainly Reassessing U.S. Sites

m With 30 cases, the U.S. was by far the country with the highest number of production sites to be reassessed,
followed by Japan (8) and China (4).

m As post-reassessment production sites, U.S. (11), Japan (11), and Mexico (9) were the top answers. Japan (10)
and Mexico (7) were the top answers for production sites for companies moving out of the U.S.

Production Sites Subject to Reassessment New Production Sites after Sites Replacing the U.S.
(Multiple Answers) Reassessment (Multiple Answers) (Multiple Answers)
0 20 40 0 10 20 20
(Case) (Case) (Case)

Japan . 8 Japan - 11 .
Mexico
China I 4 Mexico - 9

. )
~ l
=
o

. ASEAN I 3
Mexico I3 ASEAN . 4
ASEAN I3 Other countries of . 4 China I2
Asia and Oceania
Europe I 2 . Other countries of
China . 3 Asia and Oceania [l 2
Canada 1
# of respondents:47 Taiwan I 1 # of respondents:47 Tai # of respondents:26
. alwan 1
Central and South America 1

other than Mexico . .
Closure of production site 1

Other countries of | Closure of production site

Asia and Oceania
] Other . 3
Establishment of new

production site 1 N.A.

Copyright © 2022 JETRO. All rights reserved. 37

I
[EEY

N

Other I 3




2. Future Business Direction

Reassessment of Control/Management System:

2-14 About 25% “Have” Plans to Reassess Their Systems

m 25.1% of the respondents said that they “have” plans to reassess their control/management system.

In terms of the nature

of the reassessment, 59.7%

said “expansion of the utilization of work from home and teleworking” and 42.2% said

“adjustment to the compensation package for staff.”

m As for reasons for reassessing their control/management system, the top answer for “expansion of the utilization of work

from home and teleworking” was the spread of Covid-19 (94.5%), and the top answer for “adjustment to the compensation

package for staff” and “streamlining by staff reduction” was rising wages.

Plans to Reassess Control/Management Systems
(By Industry)

mYes = No

0 20 40 60 80

Total(834)

W Manufacturing(479)

Automobiles etc.(11)

Plastic products(29)

Electrical machinery/Electronic devices(35)
General machinery(59)

Automotive etc. parts(88)
Chemical/Medicines(69)

Iron/Non-ferrous metals/Fabricated metal products(51)
Precision machines/Medical equipment(20)
Rubber/Ceramic/Stone and clay products(16)

Electrical machinery parts/Electronic device parts(16)
Food(30)
Other manufacturing(29)
B Non-manufacturing(355)
Travel/Amusement(15)

Professional and technical services(19) 63.2
Transport(29) [IEENIN I
Retail trade(11)
Sales company/Sales subsidiary(100)
Information and communications(34)
Construction(12)
Finance/Insurance(14)
Trading/Wholesale(83)
Other non-manufacturing(13)

(Note) This chart lists only the industry types for which valid responses were received from at least 10 companies.

100 (%) Expansion of the utilization of work from

Nature of Reassessment of Control/Management Systems
(Multiple Answers)
0

20 40 60 (%)

59.7

home and teleworking

Adjustment to the compensation

package for staff 42.2

(;oI

Streamlining by staff reduction 7.9

31.6
# of respondents:206
29.1

Promotion of management localization

Reduction of expatriates

Reasons for Reassessing Control/Management Systems

(Multiple Answers)

0 50 100 (%)

Expansion of the utilization of work from home 94.5
and teleworking(110)

Adjustment to the compensation package
for staff(80)

Streamlining by staff reduction(69) ﬂ_aﬁ—

5. 817 4
61.7

T3 128 234

31.9

m Shortage of workers
Difficulty in obtaining visas
Other

Promotion of management localization(47)

m Spread of COVID-19 infections
= [ncrease in wages
Strengthening of labor regulations

(Note) This chart lists only the top items.
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3. Employment and Wages

Changes in Number of Local Employees (Change over the Past Year): MOre than 20%
3-1 \ Said “Increase”, a Slight Improvement from Previous Survey

m 21.1% of the companies responded that the number of local employees had “increased” over the past year; although

such percentage is not at the pre-Covid-19 pandemic level (34.3%), it is a 3.3-points improvement from the time of the
previous survey. Close to half of the companies maintained the number of their employees.

m Looking at this by industry, we see that 50% of companies in the finance/insurance said the number of local employees

“‘increased,” whereas 80% of companies in the travel/amusement said the number “decreased.”
Changes in Number of Local Employees

(Change over Past Year: By Industry)

Trends in Changes in Number of Local Employees
over the Past Year

® Increase

Total(842)

B Manufacturing(484)

Electrical machinery/Electronic devices(35)
Rubber/Ceramic/Stone and clay products(16)
Precision machines/Medical equipment(20)
General machinery(58)
Chemical/Medicines(70)

Iron/Non-ferrous metals/Fabricated metal products(52)
Food(31)

Electrical machinery parts/Electronic device parts(16)
Automobiles etc.(11)

Plastic products(29)

Automotive etc. parts(91)

Other manufacturing(29)

B Non-manufacturing(358)
Finance/Insurance(14)

Sales company/Sales subsidiary(104)

Retail trade(11)

Transport(29)

Trading/Wholesale(82)

Construction(12)

Information and communications(32)
Professional and technical services(20)
Travel/Amusement(15)

Other non-manufacturing(14)

= No change
0 50

m Decrease

211 488  EEE
‘227 432 EEEE
343 371 EEXE
313 563 @ iHE
£ 300 250 MW
276 431 EEEE
271 543 FEEA
© 269 404 EENER
‘226 484 EEEXE
188 438 EEEAEE
182 545 KR
172 414 EYIEN
11.0 352 TN
241 483 AW
190 564  IZXE
500 357 EE
192 506 2 WA
182 364 AR
172 586 AW
171 598 EEWA
167 667 W
156 656  KFEHE
50 750 KN
Ll 800
~ 429 NGTATES

(Note) This chart lists only the industry types for which valid responses were received from

at least 10 companies.

100 (%) (%)

100

8

o

6

o

4

o

2

o

o

= Increase

i
|

!

(Note) No survey was conducted in 2004.

i

i

03 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21(Year)
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_ _
Changes in Number of Local Employees (Plans Going Forward):

3-2| About 45% Said “Increase”

m  Regarding plans going forward, 44.8% of the companies responded that they were looking to increase the number of local
employees. Looking at this by industry, more than 60% of companies in the precision machines/medical equipment (68.4%) and the
general machinery (60.7%) plan to “increase” the number of local employees.

m Improvement in employment is expected in travel/amusement (46.7%) and many other industries on which Covid-19 had a large impact, but
for rubber/ceramic/stone and clay products, the percentage of companies expecting an “increase” decreased from 31.3% in 2021 to 18.8%.
Changes in Number of Local Employees
(Plans Going Forward; By Industry)

= Increase = No change m Decrease
0 50 100 (%) (%) = Increase = No change

g
i

Trends in Future Forecasts for Number of Local Employees

I
il

Total(814) INZAZgIN 473K
B Manufacturing(467) [ 454 | 441 Kk
Precision machines/Medical equipment(19) I8 4211 Ik
General machinery(56) G077 113319 B 4
Food(31) WS4 41973k 8
Automobiles etc.(11) 5450182 AN
Chemical/Medicines(69) B 07 435 BI8
Electrical machinery parts/Electronic device parts(15) 46701400 ek
Iron/Non-ferrous metals/Fabricated metal products(48) [ 4581438 ¥ 6
Plastic products(28) 4219000464 TN
Automotive etc. parts(88) 37501432 KN
Electrical machinery/Electronic devices(32) 31311504
Rubber/Ceramic/Stone and clay products(16) g8 mgl 3y
Other manufacturing(28) 857 [ 536 o 4
® Non-manufacturing(347) | 441 516 4B
Finance/lnsurance(14) 57111286 [
Construction(12) NS00 4178 3
Sales company/Sales subsidiary(101) 475 0495 B.0O 2
Travel/Amusement(15) 00467 40.0  [EE
Retail trade(11) 566450
Professional and technical services(20) 500550

o

o

o

o

|

Information and communications(28) TZ42:9 1536 B.6 ]I4 l
0

Trading/Wholesale(79) IIINZ0SIIN 570025
Transport(28) IINE9I3N 5000 R 03 0506 07 08 09 10 11 12 13 14 1516 17 18 19 20 21 (Year)

Other non-manufacturing(14) T8 786 .1 (Note) No survey was conducted in 2004.

(Note) This chart lists only the industry types for which valid responses were received from at least 10 companies.
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3. Employment and Wages

Change in the Number of Expatriates from Japan (Change Over the Past Year):

3-3 | “Decrease” Down to a Little Over 20%

m  With regard to changes in the number of expatriates from Japan over the past year, the percentage of respondents that

said that there was a “decrease” was 21.1%, down 5.9 points from the previous survey (27.0%).

m Looking at this by industry, we see that the percentage of companies that “decreased” the number of expatriates from Japan
exceeded 30% in the precision machines/medical equipment (35.0%) and automotive etc. parts (33.0%).

Changes in Number of Expatriates from Japan
(Change over Past year; By Industry)

Trends in Changes in Number of Expatriates from Japan

" Increase

Total(835)

B Manufacturing(481)

Rubber/Ceramic/Stone and clay products(16)
Chemical/Medicines(70)

Electrical machinery/Electronic devices(33)
Iron/Non-ferrous metals/Fabricated metal products(51)
Automotive etc. parts(91)

General machinery(58)

Automobiles etc.(11)

Plastic products(29)

Precision machines/Medical equipment(20)
Food(31)

Electrical machinery parts/Electronic device parts(16)
Other manufacturing(29)

® Non-manufacturing(354)

Professional and technical services(20)
Transport(29)

Finance/Insurance(14)

Construction(12)

Sales company/Sales subsidiary(102)
Information and communications(32)
Trading/Wholesale(82)

Retail trade(10)

Travel/Amusement(14)

Other non-manufacturing(14)

(Note) This chart lists only the industry types for which valid responses were received from at least 10 companies.

= No change
0 50

m Decrease

104 685  [EEW
127 647 AN
188 688 K
r1 671 W
152 576  IHEE
137 725 KW
132 538  EENEE
122 586  HEEE
2% I -2 A 18 2 |
103 724 = M
100 550  EEEEGEE
97 174 EE

100(%) (o5

= Increase = No change

100

o

o

o

H

o

4 Iliﬂlﬂ"liﬂ.lﬁlllﬂ

I I.4

03 05 06 07 09 10 11 12 13 14 15 16 17 18 19 20 21(Year)

(Note) No survey was conducted in 2004. ) )
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3. Employment and Wages

Change in Number of Expatriates from Japan (Plans Going Forward):

3-4 | “Decrease” Down by a Little Over 10%

m As for plans going forward, the percentage of companies that planned to “increase” the number of expatriates from Japan was 12.0%,

a 2.4 points increase from the previous survey (9.6%), while the percentage of companies that planned to “decrease” was 11.8%, a 6.5

points decrease from the previous survey (18.3%).

m By industry, the percentage of companies that were planning to “increase” expatriates from Japan exceeded 20% in the non-manufacturers
(28.6%), rubber/ceramic/stone and clay products (25.0%), electric machinery parts/electronic device parts (21.4%), information and
communication (21.4%), and finance/insurance (21.4%).

Changes in Number of Expatriates from Japan
(Plans Going Forward; By Industry)

u Increase

Total(803)

B Manufacturing(462)

Rubber/Ceramic/Stone and clay products(16)
Electrical machinery parts/Electronic device parts(14)
Automobiles etc.(10)

Electrical machinery/Electronic devices(33)
Iron/Non-ferrous metals/Fabricated metal products(48)
Chemical/Medicines(67)

Food(31)

General machinery(55)

Precision machines/Medical equipment(20)

Plastic products(27)

= No change
0 50

m Decrease

L2007 e 2
1281 7S S I
250 688 83
[ R Y B 214
1200 500  EEELDKGEE

L1148

Automotive etc. parts(86) 58709 HEEEN
Other manufacturing(29) SM4TIINgE. 2 T el

® Non-manufacturing(341)
Information and communications(28)
Finance/Insurance(14)
Construction(12)
Trading/Wholesale(78)
Transport(28)

Retail trade(10)

Lk
214 750 BS
214 7L4 By
167 833
41 182 W
107 714 FEd
100 700  FOXE

Professional and technical services(20) 5100 o500y
Sales company/Sales subsidiary(98) 4HIIgE. 7 o .2

Travel/Amusement(14)

ez .1

Other non-manufacturing(14) 28671 TE43 M1

(Note) This chart lists only the industry types for which valid responses were received from at least 10 companies.
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Wages (Monthly Base Pay):

3-5 | Median Value by Occupation Was $3,110-$6,725

m The median value of the monthly base pay at plants, etc., by occupation was $3,110 for operators and $6,725 for production
managers, which was higher than the prior year, whereas for mechanical engineers, it was $5,000, a slight decrease. The

corresponding median value for office work was $4,000 for general clerks and $6,500 for general administration section chiefs,
a slight increase from the prior year. The (nominal) median value of the raise rate for FY2021 was 2.6%; for FY2022, this rate is

expected to be 3.0%.

Operators Production Managers General Clerks
® Manufacturing(200) 3,110 W Manufacturing(192) 6,725 Total(444) Total(401)
Chemical/Medicines(26) SRSl Chemical/Medicines(24) 7,450 m Manufacturing(247) 3,800 m Manufacturing(233)
Food(15) 3,300 Food(14) 7,250 Chemical/Medicines(38) 4,500 Chemical/Medicines(33)
Iron/Non-ferrous metals/ . Electrical machinery/ ! ’
Fabricated metal products(27) BRAYUY General machinery(25) 7,000 Electronic devices(13) 4,500 EElcle(i:(;:gﬁ?cl gﬂ:\ﬁzénsirl)g)
General machinery(23) = 3,181 Plastic products(14) 6,850 Food(18) 4,125 Food(16)
. . Iron/Non-ferrous metals/

Plastic products(14) 3,000 Automotive etc. parts(51) 6,666 Fabricated metal products(31) 3,813 General machinery(36)

Automotive etc. parts(56) = 2,760 _ 'ron/Non-ferrous metals/ _ General machinery(34) 3,550
Fabricated metal products(26) Plastic products(13)

Other manufacturing (10) 3,510 Other manufacturing(10) 6.375 Automotive etc. parts(50) 3,400

Mechanical Engineers Plastic products(13)

B Manufacturing(184)
Chemical/Medicines(23)
5,263

Food(11)
Iron/Non-ferrous metals/

Fabricated metal products(24)
4,620

Other manufacturing(12)

® Non-manufacturing(197)

General machinery(30) Professional and technical services(11)

Information and communications(12)
Transport(16)

Trading/Wholesale(53)
Automotive etc. parts(44)
Sales company/Sales subsidiary(59)

Plastic products(14) 4,050

Iron/Non-ferrous metals/

3.389 Fabricated metal products(31)
4083 Automotive etc. parts(50)
4.000 Other manufacturing(11)
4,745 B Non-manufacturing(168)

Information and
4,200 communications(12)

Sales company/
4,000 Sales subsidiary(49)
4,000 Transport(17)
4,000

Trading/Wholesale(40)

General Administration Section Chiefs

(USD)

6,660
7,800
7,000
7,000

6,700
6,500
6,200

6,125
7,080

8,000

6,100

6,000

5,700

(Note 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) and 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.

(Note 2) This chart lists only the industry types for which valid responses were received from at least 10 companies.
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3. Employment and Wages

Wages (Annual Bonuses):

3-6 | Median Value by Occupation Was 0.2-1.0 Month’s Pay

m The median value of annual bonuses at plants, etc., by occupation was 0.2 month’s pay for operators, a reduction from

the prior year (0.5 month’s pay), 0.5 month’s pay for mechanical engineers, same as the prior year, 0.6 month’s pay for

production managers, a decrease from the prior year (one month’s pay). Meanwhile, the median value of annual bonuses

for office work etc. by occupation was one month’s pay for both general clerks and general administration section

chiefs, same as the prior year.

Operators

B Manufacturing(161)
Plastic products(12)
General machinery(19)
Food(11)

Chemical/Medicines(22)

Iron/Non-ferrous metals/
Fabricated metal products(21)

Automotive etc. parts(46)

Bo:

1.0

Production Managers General Clerks General Administration Section Chiefs
W Manufacturing(154) - 0.6 Total(378) Total(343) (Month)
Chemical/Medicines(20) ® Manufacturing(196) - 0.5 B Manufacturing(182)

Iron/Non-ferrous metals/ . .
- 0'5Fabricated metal products(21) Chemical/Medicines(30)

0.5

B o4

f o1
0.1

Mechanical Engineers

m Manufacturing(145)

General machinery(23)

Plastic products(11)

Chemical/Medicines(20)

Iron/Non-ferrous metals/
Fabricated metal products(19)

Automotive etc. parts(37)

B os
]

N o’
K

0.0

Plastic products(11) General machinery(30)

Iron/Non-ferrous metals/

Food(10) 1.0 Fabricated metal products(23)

General machinery(21) 0.6 Plastic products(11)

Automotive etc. parts(43) 0.1

1.0

1.0

Electrical machinery/
Electronic devices(10)

Food(13)
Automotive etc. parts(42)
B Non-manufacturing(182)

Information and communications(11)

Sales company/
Sales subsidiary(57)

Trading/Wholesale(46)

Transport(16)

Professional and
technical services(11)

0 General machinery(28)
Iron/Non-ferrous metals/

Fabricated metal products(23)

Chemical/Medicines(29)

Plastic products(12) 1.0
0.8 Food(11) 1.0
0.2 Automotive etc. parts(40) 0.2

m Non-manufacturing(161) 1.0
Information and

communications(11)

2.0

1.0
Sales company/ 1.0
1.0 Sales subsidiary(49)
1.0 Trading/Wholesale(38) 1.0
0.9 Transport(17) 1.0

(Note 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) and 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.

(Note 2) This chart lists only the industry types for which valid responses were received from at least 10 companies.
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3. Employment and Wages

Wages (Actual Annual Burden):

3-7 | Median Value by Occupation Was $45,000-$95,000

m The median value of the annual actual burden at plants, etc., by occupation was $45,000 for operators, $75,000 for

mechanical engineers, and $90,500 for production managers, all of which were lower than the prior year. The

corresponding value for office work according to occupation was $55,000 for general clerks and $90,000 for general

administration section chiefs, both of which were unchanged from the prior year.

Operators

W Manufacturing(188) W Manufacturing(184)
Fa:)rr?:;{\leznr;zi;gupsr (Tjﬁtslss(/z 4) 50,000 Chemical/Medicines(23)
Food(15) [RsJeKe[e[e} Food(15)
Chemical/Medicines(25) Plastic products(14)
General machinery(24) General machinery(26)
Automotive etc. parts(50) {42,000 Automotive etc. parts(48)

Plastic products(14) 37,740 Iron/Non-ferrous metals/

Fabricated metal products(23)

Mechanical Engineers
® Manufacturing(172)
Food(12)
Chemical/Medicines(22)

Iron/Non-ferrous metals/
Fabricated metal products(21)

75,000

General machinery(29) 72,000

Automotive etc. parts(41)

Plastic products(13)

70,000
59,000

Production Managers

Chemical/Medicines(36)

93,750 . .
Electrical machinery/

Electronic devices(11)
93,000

General machinery(34)

90:000 Automotive etc. parts(48)

90,000 Iron/Non-ferrous metals/
Fabricated metal products(27)

Plastic products(13)

Other manufacturing(10)

m Non-manufacturing(186)

Information and communications(12)
Professional and technical services(10)
Sales company/Sales subsidiary(59)
Transport(15)

Trading/Wholesale(51)

General Clerks

90,500 Total(417)
100.000 B Manufacturing(231)
100.000 Food(19)

52,000
62,000

60,000
50,200

58,571
62,514
60,570

General Administration Section Chiefs

Total(375) (USD)

m Manufacturing(217) 90,000
Chemical/Medicines(31) 104,000

Food(17) 100,000

Plastic products(13) 91,000
General machinery(34) 86,587
Automotive etc. parts(47) 85,800

Iron/Non-ferrous metals/
Fabricated metal products(27)

83,000

Other manufacturing(10) 85,000

m Non-manufacturing(158) 91,233
Information and
communications (11) 129,745

Sales company/

Sales subsidiary(48) 92,133
Transport(16) 83,068
Trading/Wholesale(40) 80,000

(Note 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) and 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.

(Note 2) This chart lists only the industry types for which valid responses were received from at least 10 companies.
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3. Employment and Wages

Working Arrangements (As of September 1, 2021): Employees Almost
3-8 60% of the Companies Are Commuting to Work

m “As a general rule, all employees work at the office.” was the highest response at 34.2%, and with the response of “Mainly

work at the office, but remote work is also partially implemented.” (21.9%), most employees will commute to work at 56.1%

of the companies.

B 5.6% of the companies responded that “As a general rule, all employees work remotely”.

Working Arrangements as of September 1, 2021 (By Industry/By Region)

m As a general rule, all employees work at the office = Mainly work at the office, but remote* work is also partially implemented
= Remote work and working at the office at the same frequency Mainly remote work, but working at the office is also partially implemented
As a general rule, all employees work remotely Other
0 20 40 60 80 100 (%) 0 20 40 60 80 100 (%)

Total(843)
W Manufacturing(484)

Automotive etc. parts(91)

Iron/Non-ferrous metals/
Fabricated metal products(51)

Plastic products(29)
General machinery(59)
Automobiles etc.(11)

Food(31)

Rubber/Ceramic/
Stone and clay products(16)
Electrical machinery parts/
Electronic device parts(16)

Chemical/Medicines(70)
Electrical machinery/Electronic devices(34)
Precision machines/Medical equipment(20)

Other manufacturing(30)

PN 214 56 1.8 m Non-manufacturing(359) 2797 9.2 — 1.7
6850 19 et vace(ss) | IRR K M N 571 5 1

3.3 Transport(30) 20.0 [13.3 BRI
205 UK e
m 137712.0 Travel/Amusement(15) 56.7 40.0

Trading/Wholesale(83 1.2
2 DR e T T ——
EYIiGE Sales company/Sales subsidiary(102) 26.5 17.6 25.5 26.5 2.0 2.0
. . . 2 1.7
Professional and technical services(20) 55.0 5.0 10.0
o1 o1 . L
Information and communications(34) E 61.8 14.7 2.9
XN - Construcion(12)
37.5 Finance/insurance(14) |REY[FEIE) IG5 35.7
12.56.3 Other non-manufacturing(14) m 42.9 7.1
24.3 229 57 m Northeast(141) 340 178 43

44.1 5929 nnvidvest241) [T 1629 1.2
SO 50 = Sounzz) 6726 10

83167 33 e M o

(Note) This chart lists only the industry types for which valid responses were received from at least 10 companies.
“Remote work” means working from home and other places outside the office. Copyright © 2022 JETRO. All rights reserved. 46




Working Arrangements (Post-Covid-19): Most Employees Will Commute

3-9 | to Work at More than 70% of the Companies

m As for post-Covid-19 working arrangements, the most frequent response was “As a general rule, all employees work at
the office.” at 43.7%, and with the response of “Mainly work at the office, but remote work is also partially implemented.”
(28.7%), most employees will commute to work at 72.4% of the companies. Only 1.4% of the companies responded that
“As a general rule, all employees work remotely,” and 4.5% said “No policies.”

Post-Covid-19 working arrangements (By Industry/By Region)

mAs a general rule, all employees work at the office m Mainly work at the office, but remote* work is also partially implemented
® Remote work and working at the office at the same frequency Mainly remote work, but working at the office is also partially implemented
As a general rule, all employees work remotely No policies
0 20 40 60 80 100 (%) 0 20 40 60 80 ) 5100 (%)
Total(836) 43.7 28.7  14.0 AN ® Non-manufacturing(355) 107 5.4
m Manufacturing(481) 50.3 R 0.6 4.0 Retail trade(11)
.1 . .
Automotive etc. parts(91) 75.8 Ry 1.1 Trading/wholesale(s3) - | IIZZEHNNN MFZEWlFTEN6 0 6.0
Iron/Non-ferrous metals/ Transport(30) AN 6.76.7
Fabricated metal products(51) 68.6 ECRES.9 2.0 133
Travel/A CON 400 6720 : -
General machinery(59) 50.8 339 10.2 IS raveliAmusementis) — TR 200 1.0
Sales company/Sales subsidiary(99) isWw46.1 6.1
Plastic products(28) 50.0 39.3 gl 3.6
Electrical machinery parts/ 46.7 267 20.0 [N Professional and technical services(19) 211 158
Electronic device parts(15) . . . ’ Finance/Insurance(14) 143 71
Rubber/Ceramic/Stone and clay products(16 43.8 31.3 18.8 &
P (16) Information and communications(34) 265 59 59
Automobiles etc.(10) 40.0 40.0 10.010.0 Construction(12)
Food(31) 38.7 29.0 16.1 6.5 Other non-manufacturing(14) 214 7.1
Chemical/Medicines(70) 35.7 371 114pWae m Northeast(140) X llio7 14 100
0.4
Electrical machinery/Electronic devices(34) 29.4 23.5 23.5 2.9 B Midwest(239) IP:8.3 3.8
Precision machines/Medical equipment(20) [JEZ0X0 30.0 25.0 15.0 el $2Z209 573 00 | 267 BANEER
2.6
Other manufacturing(30) 46.7 30.0 13.3 3.3 W West(232) 13.8 4.3
(Note) This chart lists only the industry types for which valid responses were received from at least 10 companies. Copyright © 2022 JETRO, Al rights reserved. 47
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4. Supply Chains

Procurement Sources (Manufacturers):

4-1 | More than Half Procured from within the U.S.

m Manufacturers procured 51.5% of raw materials and parts from within the U.S., followed by 30.8% from Japan and

5.0% from China. By industry, procurement from within the U.S. was high for plastic products (78.9%) and automobiles
etc. (71.0%). As for policies regarding procurement sources going forward, many were considering increasing
procurement from local U.S. companies (75), Japanese companies operating in the U.S. (75), and Japan (33).

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

= U.S. (Japanese companies in
the U.S))

U.S. (U.S. companies)

(%)

U.S. (other foreign affiliated
companies in the U.S.)

Canada

Mexico

Central and South Americ
excluding Mexico

= Japan
# of respondents:372
= China
= Korea, Hong Kong, Taiwal
ASEAN
Other countries of Asia and
Oceania
EU
UK
Other

(Note) Each company was asked to calculate the ratio for every country/region to account for 100% of its
procurement in terms of monetary amount, and these numbers were then averaged.

m Expansion

U.S. (Japanese companies in the U.S.) (167)

U.S. (other foreign affiliated companies in the U.S.) (41)

Central and South America excluding Mexico (27)

Policies Going Forward for Procurement Sources
of Raw Materials/Parts
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40 60 80 100
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19.8
U.S. (U.S. companies) (247)

IN

Canada (42)
Mexico (50)

Japan (246)

China (95)

Korea, Hong Kong, Taiwan (52)
ASEAN (68)

Other countries of Asia and Oceania (28)
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UK (16)
Europe outside of EU and UK (18)

Russia CIS (15)

Middle East (15)
Africa (16)

=

Other (11)

(Note) This chart lists only the countries and regions for which valid responses
were received from at least five companies. Copyright © 2022 JETRO. Allrights reserved.
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Procurement Sources (Non-Manufacturers):

4-?7 | Closeto 50% Procured from Japan

m For non-manufacturers, Japan was the biggest procurement source at 46.6%, whereas sources within the U.S. accounted

for 34.9%. Industries highly reliant on Japan as a procurement source were sales company/sales subsidiary (61.7%) and retail trade
(59.7%). Industries that actively procure within the U.S. were travel/lamusement (91.7%) and construction (68.2%). As for
procurement policies going forward, many were considering increasing procurement from Japan (33), local companies in the U.S.

(28), and ASEAN (19), while more than 20% of the companies were considering reducing procurement from China.

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

= U.S. (Japanese companies in
the U.S.)

U.S. (U.S. companies)

Policies Going Forward for Procurement Sources
of Raw Materials/Parts

Remaining the same = Reduction
20 40 60 80

® Expansion (%)

100 Increase
(Companies)

o

(%) U.S. (Japanese companies in the U.S.)(54) 29.6 | 16
U.S. (other foreign affiliated US.:
companies in the U.S.) 110103 3'4 9 U.S. (U.S. companies)(98) ! 28
Canada '
U.S. (other foreign affiliated companies in the U.S.)(11) Kk ! 2
Mexico
Canada(13) 4
Central and South America _
excluding Mexico Mexico(16) 37.5 6
m Japan
P Central and South America excluding Mexico(10) 2
= China of respondents:216 sapan(ia7) 3
= Korea, Hong Kong, Taiwan China(59) |
i e

ASEAN

Other countries of Asia and
Oceania

EU

UK

Other

(Note) Each company was asked to calculate the ratio for every country/region to account for
100% of its procurement in terms of monetary amount, and these numbers were then averaged.
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(Note) This chart lists only the countries and regions for which valid responses
were received from at least five companies. Copyright © 2022 JETRO. All rights reserved.
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4. Supply Chains

Production Sites for the U.S. Market:
4-3 | Production Structure Remains U.S.-Focused

m As for production site of products for the U.S. market, the U.S. was the highest at 65.3%, followed by Japan at 21.5%.
Looking at this by industry, U.S. production rates exceeded 80% in the automobiles etc. (91.3%), automotive etc. parts (85.2%)
and plastic products (81.4%) industries. As for the production structure going forward for sites producing products, many
companies said they would expand production in the U.S. (81), Japan (27), and Mexico (16), and a little less than a quarter of
the companies (12) said they would reduce production in China.

Production Sites of Products for the U.S. Market Policies Going Forward for Production Sites
(By Country/Region) of Products for the U.S. Market
m Expansion Remaining the same = Reduction (%)
=U.S. 0O 20 40 60 80 100 mcrease
(Companies)
Canada o1 (%) U.S. (287) 3 s
L1807/ 02 Canada (40) [l 5 | 3
Mexico .
Mexico (54) 16
Central and South America Central and South America excluding Mexico (20) ﬂ 4
jxcludlng Mexico Japan (157) 27
® Japan :
China (49) B 4
= China Korea, Hong Kong, Taiwan (23) 5
_ ASEAN (42) 35.7 15
= Korea, Hong Kong, Taiwan # of respondents:390 m
Other countries of Asia and Oceania (21) m m 2
ASEAN BT EU 24) [HEE 7
. . ' 1. UK (12) 0
Other countries of Asia and
Oceania Europe outside of EU and UK (13) 1
EU Russia CIS (9) 0
Middle E 11
UK iddle East (11) 0
Africa (9) 0
Other Other (8) 0
(Note) Each company was asked to calculate the ratio for every country/region to account for (Note) This chart lists only the countries and regions for which valid responses were

100% of its procurement in terms of monetary amount, and these numbers were then averaged. received from at least five companies. Copyright © 2022 JETRO. All rights reserved. 50




4. Supply Chains

Sales Markets (Manufacturers):

4-4 | Within U.S. Roughly 80%; USMCA Less than 90%

m The U.S. market accounted for 80.2% of sales at manufactures, with the USMCA market (including Mexico and
Canada) making up 89.0%, and Japan accounting for 3.9%. By industry, the greatest percentage of sales were made
in the U.S. for automobiles etc. (92.2%) and plastic products (87.2%). Regarding future sales policies for each sales
markets, many companies said they were looking to expand sales in the U.S. (102), Mexico (43) and Canada (29).

Product Sales Markets (By Country/Region) Policies Going Forward for Product Sales Markets
=U.S. m Expansion Remaining the same = Reduction (%)
0
0 20 40 60 80 100 Increase
Canada 1.0 0.2 g2 (%) (Companies)
05 1.5/ ,0.3 U.S. (305) 33.4 | 102
Mexico I Canada (145) [0 A 29
Mexi 128
Central and South America exico (128) E’ 43
excluding Mexico Central and South America excluding Mexico (67) I 26
m Japan Japan (53) 9
China (33) | 6
® China .
Korea, Hong Kong, Taiwan (24) 4
# of respondents:414
m Korea, Hong Kong, Taiwan ASEAN (27) i 6
Other countries of Asia and Oceania (20) 2
ASEAN Eu 53) [ 16
. uk (16) [ B | 1
2;?; ;ﬁgu{gtcrézsng Europe outside of EU and UK (16) E a 1
EU Russia CIS (11) [Jj§] 1
Middle East (13) 0
UK Africa (10) 1
Other (9) 0
Other
(Note) Each company was asked to calculate the ratio for every country/region to account for (Note) This chart lists only the countries and regions for which valid responses
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4. Supply Chains

Sales Markets (Non-Manufacturers):

4-5 | Within the U.S. More than 70%, USMCA Less than 80%

m The U.S. market accounted for 73.9% of sales at non-manufacturers, with the USMCA market making up
79.9%, and Japan accounting for 13.7%. By industry, more than 90% of sales were made in the U.S. for
travel/amusement (95.4%) and retail trade (95.0%). Regarding policies for sales markets going forward, many
companies said they were looking to expand sales in U.S. (77), Mexico (31), and Canada (25).

Product Sales Markets (By Country/Region) Policies Going Forward for Product Sales Markets
U m Expansion Remaining the same ® Reduction (%)
h 0O 20 40 60 80 100 rcrease
(Companies)
Canada U.S. (186) I Ll
Mexico Canada (79) ] 25
Mexico (67) | 31
Central and South America ) ] ]
excluding Mexico Central and South America excluding Mexico (43) I 18
= Japan 17 Japan (78) 21
= China China (23) 17.4 6
Korea, Hong Kong, Taiwan (13) 46.2 ﬂ 6
= Korea, Hong Kong, Taiwan # of respondents: 236 ASEAN (17) 6
ASEAN Other countries of Asia and Oceania (12) 4
EU (20) ).0] 6
8Er(gn(i:§untnes of Asia and UK (1) 3
EU Europe outside of EU and UK (7) 1
UK Russia CIS (7) 14.3 2
Middle East (9) 4
Other Africa (5) 1
(Note) Each company was asked to calculate the ratio for every country/region to account for (Note) This chart lists only the countries and regions for which valid responses

100% of its procurement in terms of monetary amount, and these numbers were then averaged. were received from at least five companies. Copyright © 2022 JETRO. All rights reserved. 52




5. Supply Chains and
Human Rights

Supply Chains and Human Rights: Recognized as a Management
5-1 Challenge by Close to 60% of the Respondents

m Close to 60% (58.5%) of the companies said they recognize the issue of human rights in the supply chain as a management
challenge.

m Looking at this by industry, among manufacturers, at least three out of four companies in the automobiles etc.,
rubber/ceramics/stone and clay products, and electric machinery parts/electronic device parts, and among non-
manufacturers, more than 70% of the companies in the transport industry recognized it as a management challenge. The
degree of recognition for large companies (66.1%) was 11.8 points higher than for small and medium-sized enterprises (54.3%), and
so the results revealed a significant disparity in recognition according to company scale.

Whether the Issue of Human Rights Is Recognized as a Management Challenge

HmYes ®No

(By Company Size) (By Region)
(%)
0 20 40 60 80 100 0 20 40 60 80 100
Total(831) Northeast(140)
West(225)
Large company(295) South(226) GO S S
Small or medium-sized company(536) Midwest(240)
(Note) Large companies are companies with 100 or more employees total;
small and medium-sized enterprises are companies with fewer than 100 employees. (By Industry )
m Manufacturing(475) B Non-manufacturing(356)

Rubber/Ceramic/Stone and clay products(16) )
Electrical machinery parts/Electronic device parts(16)
Chemical/Medicines(68) Professional and technical services(20)
Food(29) Sales company/Sales subsidiary(101)
Electrical machinery/Electronic devices(33) Trading/Wholesale(83)
Automotive etc. parts(91) .
Iron/Non-ferrous metals/Fabricated metal products(50)

Miscellaneous manufacturing industries(30) Other non-manufacturing(13)

(Note) This chart lists only the industry types for which valid responses were received from at least 10 companies. Copyright © 2022 JETRO. All rights reserved.
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_ _
Supply Chains and Human Rights:
5.7 Less than 50% Have Policies to Respect Human Rights

m |ess than 50% of the companies (49.9%) said they have policies concerning respect for human rights in the supply chain. Three out of
four companies in the electric machinery parts/electronic device parts, food, and construction said they have such policies, and a little
over 20% (21.2%) said that they are “seeking compliance with such policies by their procurement sources", while a little less than 30%
(28.7%) are “not seeking compliance". Many companies are demanding that their U.S. procurement sources comply with such policies, while
37.5% of companies in the electric machinery parts/electronic device parts are seeking compliance from their procurement sources in Japan.

. . , , Have Such Policies and Seeking Compliance by
Policies to Respect Human Rights in the Supply Chain (By Industry) Procurement Sources (By Industry, Multiple Answers)

= We do not have a policy in place, and we have no plan to establish one

We do not have a policy in place, but we plan to establish one = Suppliers in U.S. = Suppliers in Japan
We have a policy in place, but we do not require our suppliers to adhere to it . . . . .
= We have a policy in place and require our suppliers to adhere to it %) Suppliers in other than U.S. or Japan - Suppliers to require their suppliers (g5)
0 50 100
.  69.8
Total(811) 17.4 1 287 Total(169) M opa 438
m Manufacturing(464) 16.4 1 30.2 8.3
Electrical machinery parts/Electronic device parts(16) #l5.3718.8 ' # 74.5
Food(29) [FNAFNG.ONIINA4I8 ™ Manufacturing(L10) S5 5209 ™
Iron/Non-ferrous metals/Fabricated metal products(50) [IEZZNM12.0 44.0 _ _ e 500
Automobiles etc.(11) [IIZZIEEN9.1/18:2 Electrical machinery parts/  —— 60.0
Rubber/Ceramic/Stone and clay products(16) 18.8 125 -\ Electronic device parts(10) 20.030.0
Electrical machinery/Electronic devices(33) IEZ#IMI15.2 273 I  S0.0
) Iron/Non-ferrous metals/
Automotive etc. parts(88) [IEENVIINL0. 20113816 Fabricated metal products(10) _20.030'O
Precision machines/Medical equipment(16) IIEINCIN12.5 37.5 0
Chemical/Medicines(68) 26.5 29.4 Electrical machinery/ 50.060 0
Plastic products(28) 25.0 28.6 Electronic devices(10) 10.0 40.0
General machinery(55) 23.6 [18.2 I 030
Other manufacturing(30) 20.0 13.3 MEENNEN Automotive efc. parts(16) e o 1.3
® Non-manufacturing(347) 18.7 | 26.8 6.3
Construction(10) Kol 70.0 I 34.6
Retail trade(11) IETZINNG. 10364 Chemical/Medicines(13) 31
Finance/Insurance(12) 33.3 154 610
1
Sales company/Sales subsidiary(97) 175 26.8 - q I 54,2
Non-manufacturing(59
Trading/Wholesale(83) 21.7 | 241 = 6.8 254
Professional and technical services(19) Iy 0.5 21.1 I 50.0
7 ]
Transport(30) 26.7 <0N0010.0 | Sales company/Sales subsidiary(18) 07 66.7
Information and communications(33) 21.2 2127 W 5.6 529
Travel/Amusement(15) 20.0 13,306 . T 64,7
Other non-manufacturing(13) 23.1 308 v e el EEEE L) 118 35.3
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Supply Chains and Human Rights: Measures to Prevent Forced Labor
5-3 | and Other Human Rights Violation Risks

m  Specific concerns include the “China/Xinjian Uyghur Autonomous Region Forced Labor Issue,” which the Biden
Administration has set as its highest priority in trade policies, as well as other human rights violation risks at procurement
sources; there were also responses regarding internal labor such as “the racial makeup and disparity of treatment of staff.” As
measures to prevent human rights violation risks, “non-use of cotton made in the Xinjian Uyghur Autonomous Region” and
“implementation of internal awareness programs and study sessions on diversity” were given.

Measures to Prevent Human Rights Violation Risks (Free-form)

Main Risks Prevention Measures

* When choosing new procurement sources, verify quality, and other parts and production processes and when
necessary, visit local plants for such verification [automotive etc. parts]

* Do not use cotton made in the Xinjian Uyghur Autonomous Region [textiles/textile apparel]

* Do not use raw materials that rely on child labor [other manufacturing]

* Do not employ anyone under the age of 15, or handle any products produced by using a labor force of
children under the age of 15 [sales company/sales subsidiary]

* Prohibit procurement of materials that contain minerals and resources from conflict zones
[sales company/sales subsidiary]

* Use materials that do not violate conflict minerals regulations [electrical machinery/electronic devices]

Forced/Child Labor

Conflict minerals and
resources

* Promote dialogue among executives/managers and other employees, and work to ascertain any issues in
advance [food]
» “Safety first” policy work and production [general machinery]

Labor
standards/environment

* Hold harassment seminars [food]
* Implement internal awareness programs and study sessions on diversity [professional and technical services]
Gender/racial * No discrimination on the basis of gender, age or religious beliefs in the hiring and maintenance of human
discrimination resource utilization, and if it is learned that an employee discriminated against others in the company,
immediate dismissal [automotive etc. parts]
« Utilize minority businesses [automotive etc. parts]

Other * Implement online training to avoid human rights violation risks [education/medical]

* Purchase fair trade certified products [food]
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Supply Chains and Human Rights: About 35% Are Asked by Customers
5-4 | to Comply with Human Rights Respect Policies

m The percentage of the respondents that said that they “have” been asked by their customers to comply with policies related to
respect for human rights in the supply chain was about 35% (34.0%). 31% of the respondents said that they “have” been asked by their
U.S. customers to comply with such policies, while 5.6% were asked the same by their Japanese customers. By industry, this is more
common among manufacturers. Three out of four companies in electric machinery parts/electronic device parts and more than 50% of
companies in food “have” been asked to do so by their U.S. customers. Among non-manufacturers, about 45% of companies in the retail
trade “have” been asked to do so by their U.S. customers.

Whether Customers Have Asked for Compliance with Policies Concerning Respect of Human Rights (By Industry, Multiple Answers)

Hm Yes(clientsin U.S.) mYes(clientsin Japan) Yes(clients in other than U.S./Japan) No
T 31.0 I 22.1
Total(803) 7> % m Non-manufacturing(348) 1y 3-2 (%)
66.0 1
. ) 75.0
37.8
_ ? I 455
m Manufacturing(455) ?g 59 1 Retail trade(11) 8
? 75.0
Electrical machinery parts/Electronic device parts(16) =g Lo I 36 6 545
25.0 Trading/Wholesale(82) ™8 8.5
T 51.7 2.4
Food(29) "g™ 15 414 323 61.0
i ] .
44.4 idi = 21
Plastic products(27) F&? 1o Sales company/Sales subsidiary(99) 1_8 636
Electrical machinery/Electronic devices(33) -3 0gI . Transport(30) -0 6'71
Rubber/Ceramic/Stone and clay products(15) == g, 40.0 . = 9.1 >
yp 6.7 60.0 Construction(11) 0 9.1
p— 40.0 ' 90.9
Automobiles etc.(10) 0 N 6.7
Y 60.0 Travel/Amusement(15) 8
Automotive etc. parts(88) ™' 55 ' 568 - 63 93.3
o ) ) ) T 37.5 ' Information and communications(32) .039[
Precision machines/Medical equipment(16) g™ 12. 625 90.6
Chemical/Medicines(62) 3I2 5! 290 Professional and technical services(18) J(; 5.6
: 69.4 94.4
] p——— 25.5
General machinery(55) 1 g~ 797 Finance/Insurance(12) g
E—— 24.0 ' 100
Iron/Non-ferrous metals/Fabricated metal products(50) 6-0 . . 14.3
: "33 70.0 Other non-manufacturing(14) -O 7.1
Miscellaneous manufacturing industries(30) -05-5 ' 85.7
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How Trade Agreements Are Being Used (Respondents):

O-1 | Nearly 40% Are Using Them; Nearly 30% Using USMCA

m The percentage of respondents that were making use of trade agreements was 36.1%. 29.2% said they were
using USMCA, and 28.0% said they were using the U.S.-Japan trade agreement. The utilization rates when
exporting were high for Mexico (USMCA) at 23.2%, Canada (USMCA) at 21.7%, and the U.S.-Japan trade
agreement at 13.1%. The utilization rates when importing were also high for the U.S.-Japan trade agreement at
27.7%, Mexico (USMCA) at 14.3%, and Canada (USMCA) at 9.8%.

Utilization of Trade Agreement Utilization of Trade Agreement for Exports from the U.S.
0 20 40 (%) m Utilizing Considering utilization = Not utilizing (no plan to utilize)
0 50 100 (%)
Total(507) 36.1
Mexico (USMCA)(393) - [HEEEEN7.
Canada (USMCA)374) [IEENc A
USMCA(442) 29.2 ,

Other (Multilateral agreement)(53) E
Japan (Bilateral agreement)(297) 13.1
Mexico (USMCA)(417) 26.4 Other (Bilateral agreement)(s0) ERTEX

Utilization of Trade Agreement for Imports to the U.S.

Canada (USMCA)(394) 22.6
m Utilizing Considering utilization = Not utilizing (no plan to utilize)
Other (Multilateral agreement)(61) 0 50 100 (%)
Mexico (UsMCA)(307) IS AR
Japan (Bilateral agreement)(411) 28.0
Canada (UsMCA)(266) [ XN

- Other (Muttlateral agreementys7) |- |STNICC I
Japan (Bilateral agreement)(375) 8.8

Other (Bilateral agreement)(52) m
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6. Use/lmpact of
Trade Agreements

How Trade Agreements Are Being Used (Companies Engaged in Exports or Imports):

6-2 @ More than 40% Are Using Them; About 45% Using USMCA

B Among companies engaged in exports or imports, 43.0% were using trade agreements. 44.6% said they were

using USMCA and 34.7% said they were using the U.S.-Japan trade agreement. The utilization rates when
exporting were high for Mexico (USMCA) at 43.8% and Canada (USMCA) at 38.6%. The utilization rates when
importing were also high, especially for Mexico (USMCA) at 63.8% and Canada (USMCA) at 60.5%.

Utilization of Trade Agreement

0 20 40 60

80 (%)

Total(426) 43.0

USMCA(289)

Mexico (USMCA)(235)

Canada (USMCA)(224) 39.7

Other (Multilateral agreement)(4) 75.0

Japan (Bilateral agreement)(331)

Other (Bilateral agreement)(10) 60.0

Utilization of Trade Agreement for Exports from U.S.

m Utilizing Considering utilization = Not utilizing (no plan to utilize)

0 50 100 (%)

Mexico (USMCA)(208) HIEEEIL2. 02

Canada (USMCA)(210) IEEAEL.L.OE

Other (Multilateral agreement)(2)
Japan (Bilateral agreement)(131) [IEENN. 2
Other (Bilateral agreement)(5) [ IECEI

Utilization of Trade Agreement for Imports to the U.S.

m Utilizin Considering utilization = Not utilizing (no plan to utilize)
g 9 g p

0 50 100 (95)

Mexico (USMCA)(69) [N 4 -IE%2

canada (UsMcA)43) [T 1.3 E2E
Other (Multilateral agreement)(3)
Japan (Bilateral agreement)(296) 9,
Other (Bilateral agreement)(8)
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Impact of Trade Agreements:

0-3 | Almost 45% Say USMCA Has “Positive Impact”

®m Among the companies that were using USCMA, 44.2% said that USMCA has had a “positive impact”; by industry,
general machinery was high at 50%. Among companies that use the U.S.-Japan trade agreement, 32.2% said that such
agreement has had a “positive impact”; by industry, general machinery and trading/wholesale were high at 36.4% each.
The top information sources being used were “government offices/public institutions/chambers of commerce” (54.4%) and
“parent company/main domestic clients” (37.3%).

Impact of USMCA (By Industry) Information Sources Being Used (Multiple Answers)
= Have a positive impact overall
Have positive and negative impacts to the same degree 0 20 40 60 (%)

= Have a negative impact overall

= Have no impact Government offices/public institutions/ 544
Do not know chambers of commerce )

Other 0 20 40 60 80 100 (%)
Total(120) 175 | Parent company/main domestic clients _ 37.3
i 4 ! i . .
B Manufacturing(100) — 4D 180 Domestic related business companies
General machinery(10) (trading companies, logistics companies, _ 36.8
Chemical/Medicines(11) custom, etc.)
Automotive etc. parts(25) INEEXEEN]EX)
Plastic products(12) weorsnsv [ 22
® Non-manufacturing(20)
Trading/Wholesale(11) 0 18.2 Clients in the export country - 24.4
Impact of Trade Agreement between Japan and the U.S.
(By Industry) Participation in a seminars/brochures - 24.1
0 20 40 60 80 100 (%)
Staff in your compan
Total(115) 322 5 im_ 09 nyou pany - 17.4
m Manufacturing(95) 31.6 42 29.5 11 o
General machinery(11) 36.4 Industry associations - 16.0
Chemical/Medicines(11) 36.4
; Other private support companies such
Aut t tc. parts(25 . D .
utomative etc. parts(25) as consulting firms 8.1
Plastic products(10)  Xe] IO
® Non-manufacturing(20) Other I 23 # of respondents:619
Trading/Wholesale(11)

. . . . . . . ht © 2022 JETRO. All righ .
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7. Impact of Changes to
Trade Environment

Changes in Trade Environment:

/-1 Close to 30% Report “Negative Impact Overall”

m  Asked about_ how changes in the trade environment will impact their 2021 earnings, 32.9% said “have no impact,”

29.0% said they “do not know,” while_26.2% saw a “negative impact overall” (previously 36.3%). While the proportion of

those who answered they “do not know” increased by 13.1 points, those who saw “negative impact overall” declined by

10.1 points. By industry, those that answered a “negative impact overall” accounted for the mid-40% range (45.5% each) in

automobiles etc. and retail trade.

Impact of Change in Trade Environment on 2021 Earnings

(By Industry)
= Have a negative impact overall
Have positive and negative impacts to the same degree
= Have a positive impact overall

Impact of Change in Trade Environment on Earnings

(Prior Year Comparison)
= Have a negative impact overall
Have positive and negative impacts to the same degree
= Have a positive impact overall

= Have no impact 0 50 100 (% = Have no impact
Do not know (%) Do not know 0 20 40 60 80 100 (%)
Other Total(g03) (14 320 04 Other
m Manufacturing(457) 0.7 2020 (898) 36.3 5 8 37.8 0.6
Automobiles etc.(11) 9.1 ‘
Electrical machinery parts/Electronic device parts(16)
Electrical machinery/Electronic devices(33) B0 264 2021 (803) 262 7 0.4

Automotive etc. parts(88) 33.0 3411318 | 11

Precision machines/Medical equipment(19) 0.5 211 | Specific Negative Impacts (Free-form)
General machinery(54) ERETNS m  Tariffs on imports from China [automotive etc. parts]
] Food(30) B3 2ot inil The impact of tariffs cannot be completely passed on to prices [automotive etc. parts]
Plastic products(25)

Additional tariff on steel materials and parts from Japan and China creates a heavy

Rubber/Ceramic/Stone and clay products(15) IEOEN IFA = :
burden [general machinery]

Chemical/Medicines(61)
Iron/Non-ferrous metals/Fabricated metal products(51) =
Other manufacturing(29)
m Non-manufacturing(346) 24.9 m -
Retail trade(11)
Trading/Wholesale(81) E
Sales company/Sales subsidiary(99) IIEEN
Travel/Amusement(14) u
Transport(29) Ei¥A w
Professional and technical services(18) -
Information and communications(31) 6l5 484 |

Tighter regulations increase tariffs and complicate processes, and customers’ curbing
of investments [sales company/sales subsidiary]

Some products will no longer be exportable to a market outside the US
[iron/non-ferrous metals/fabricated metal products]

= Tighter control of exports to China leads to a loss of customers [chemical/medicines]

Global economic slowdown, investment and exports slump
[sales company/sales subsidiary]

Surge in steel prices [automotive etc. parts]

= Parts supplies delayed [automotive etc. parts]

Construction(12)
Finance/Insurance(13) i G- m  Higher prices for paper and other materials [paper/wood products/printing]
Other non-manufacturing(14) il m  China decreasing purchases of US-made aircraft [railroad/industrial vehicles etc.]

(Note) This chart lists only the industry types for which valid responses were received from
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|
Impact by Policy:
[-2  “Sec. 301 of the Trade Act” Has Negative Impact, 55% Say

m  Among the companies that said “negative impact overall,” 55.2% said they are impacted by ”Additional tariffs imposed on
Chinese products based on Section 301 of the US Trade Act” (previously 57.3%), while “China’s retaliatory tariffs against the
U.S.” was cited by 32.0% (previously 28.5%) and “Additional tariffs of the U.S. imposed on steel and aluminum” by 24.1% (previously
24.4%). Looking at the increased tariffs under Section 301 of the U.S. Trade Act by round, the third tranche was most often cited (by
32.2%), followed by the second tranche (24.6%) and the first tranche (23.7%).

Additional Tariffs Under Sec. 301 of the Trade Act:

Specific Policy Having a Negative Impact (Multiple Answers) Breakdown (Multiple Answers)

0 20 40 60 (%) 0 5 10 15 20 25 30 35 (%)
Additional tariffs imposed on Chinese First tranche 23.7
products based on Section 301 of the US _ 552 Second tranche GGG /.6
Trade Act Third tranche I 32.2
Retaliatory tariffs by China toward the U.S. Forth tranche G 19.5
in response to additional tariffs imposed by - 32.0 Do not know 26.3
. ——— 26
Section 301 of the Trade Act of 1974 0 hotkno 4 of rospondents:o1
Additional tariffs of the U.S. imposed on . S -~
; . Tigh S. E 1/l R :
steel and aluminum (Section 232 of the - 241 ighter U.S. Export Contro /.nvestment estrictions
Trade Expansion Act of 1962) Breakdown (Multiple Answers)
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Export control and strengthening regulations - 128

on investment by the US government Promotion of utilizing Entity List _ 31.8
. Prohibition on government procurement, such as of _ 318
Export control by Chinese government 7.9 Chinese telecommunications and surveillance equipment :
. . . Regulations by Export Control Reform Act (ECRA _ .
Additional tariffs of the U.S. imposed on l 6.4 g V=0 ( ) 22.1
steel and aluminum
Strengthening military end uses _ 22.7
Do not know . 99 Foreign Investment Risk Review Modernization Act _ 18.2
(FIRRMA) :
omer | 20 oo notkoow I 227
# of respondents:203 other [l 45 # of respondents:22
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Management Challenges: “Slow Development of New Customers”
8-1 | and “Increase in Wages of Employees” Are Top Answers

m  With respect to management challenges, “slow development of new customers” was the most common answer (62.0%),
while_“increase in wages of employees” (57.9%) and “rising logistics costs” (53.3%), “rising procurement costs” (52.2%)
were cited by over 50% of the respondents. By industry, “slow development of new customers” was a widely shared challenge
among retail trade (90.9%) and trading/wholesale (86.7%), while “increase in wages of employees” was cited by more than
80% of the respondents in textiles/textile apparel (85.7%), automotive etc. parts (84.4%) and automobiles etc. (81.8%).

Management Challenges (Multiple Answers) Management Challenges (By Region, Multiple Answers)
0 20 40 60 (%) = Slow development of new customers
m Increase in wages of employees
Slow development of new customers [ NN 62.0 = Rising logistics costs
Increase in wages of employees [ NN N 57.9 Rising procurement costs
Difficulty in recruiting workforce (general staff)
Rising logistcs costs N 53.3 Quality of employees
Rising procurement costs [ NRNRENREEEE 2.2
0 10 20 30 40 5 60 70(%)

Difficulty in recruiting workforce (general staff) [ N RN 43.1

. I 47.1
Quality of employees NN, 46.1 ]
Northeast(138) 37.0 44.2
Difficulty in recruiting workforce (engineers) [ NENRNR N 36.7 _— 40.6
Delivery dates management NS 36.2 . 58.9
. G 1.
Retention rate of employees [ NRNREREREE 34.4 Midwest(241) ] 6601.8
Labor regulations [ NN 30.3 51'(5)4.8
Request for price reduction from major South(226 I 51.1
business partners I 224 (226) Bt 20.6
Reduced prices of competitor products [ NRRE 22.3 51.8
- I 65.9
Tax burden (corporate tax, transfer pricing _
taxation, etc.) et West(226) E—— 2.0 -
Decrease of orders from business partners [ NN 20.9 372 44.2
: 429
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Countermeasures for Management Challenges: “Differentiating from
8-2 | Competing Products” and “Increasing Wages” Are Top Answers

m In a question about countermeasures against management challenges, “differentiating from competing products” (47.5%) and
“increasing wages” (46.7%) were the most common answers. By industry, “differentiating from competing products” was widely mentioned
by companies in textiles/textile apparel (71.4%) and precision machines/medical equipment (65.0%); “increasing wages” was popular
among companies in automotive etc. parts (77.3%) and rubber/ceramic/stone and clay products (75.0%); and “reviewing suppliers of
materials/parts and procured contents” was common among those in construction (75.0%) and textiles/textile apparel (71.4%).

Countermeasures for Management Challenges >
Specific Countermeasures (Free-form

(I\/Iultl pIe Answers) m  To cultivate new customers, hired a marketing company to learn new

0,
0 10 20 30 40 50(%) methods [sales company/sales subsidiary]
Differentiation from competing products _ 475 m  Givenincreasing difficulty securing personnel, offer one-time wage hikes and
expand employee benefits [general machinery]
increasing wages - | 6.7
— . . m  Securing local employees is an urgent issue. The only way to achieve thisis
Reviewing suppliers of materials/ _ i s o
parts and procured contents 43.3 raise wages, and that's the current situation
Compliance with various regulations _ 41.1 [electrical machinery parts/electronic device parts]
To respond to labor shortage and wage hikes, tap IT to enhance work
Review and strengthening of sales method _ 37.5 " . P ¢ wage i ) P W
efficiency and use fewer workers [automotive etc. parts]
Developmenoneproducts _ 37.1 m  Switch the product procurement source from the headquarters (currently
Reviewing delivery contracts and _ 35.3 about 30%) to local supplier [automobiles etc.]
delivery methods :
Enhancing internal communication _ 35.0 m  Accelerate product development and enhance product appeal

[electrical machinery/electronic devices]

Reducing expenses other than payroll _ 34.0

m  For logistics, currently considering use of FTZ [chemical/medicines]

Improving the work environment _ 30.3
(enhancing benefits, etc.) ) m  Partner with agents for imports [sales company/sales subsidiary]
Introducing remote work and web conferences _ 29.0 m  To cut costs other than labor costs, we are using digital technology to the
Encouraging automation and labor reduction _ 28.0 extent possible to curb activity costs [electrical machinery/electronic devices]
Review of production and supply system _ 26.4 [ ] GIV(?n dIffICU|t¥ adding taI(_an'ted workers, we are promoting digitization of
routine operations and shifting them to the headquarters
Strengthening customer service _ 25.3 [information and communication]
Reviewing prices of products (or services) _ 22.9 m  Torespond to higher demand, ramp up production capacity and increase
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Use of Digital-Related Technologies:

O-1 | Nearly Half of Companies Already Use Digital Technologies

m Close to half of the respondents already use digital technologies (47.6%). In a question about the advantages
of using digital technologies, “stabilization and enhancement of the quality of products/services” was the top answer
(55.9%), followed by “ability to address the issues of increasing wages and labor shortage” (49.4%) and “ability to
streamline and optimize development/production processes and operation” (40.5%).

How Digital Technologies Are Being Used (By Industry) Advantages of Using Digital Technologies (Multiple Answers)

= We are already utilizing such technologies 0 20 40 60
We plan to utilize such technologies (%) o (%)
= We have no plan to utilize such technologies 0 20 40 60 80 100 Stabilization and enNanCEMent Of o = o
We do not know at this point i the quality of products/services
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Use of Digital-Related Technologies:

O-2 | Nearly 60% Are Using E-Commerce

m Asked about which technology they are already using, 59.1% of respondents said “electronic commerce,”
37.2% said “data accumulation and/or management platform,” and 32.2% said “robots.”

m Asked about technology they were considering using, “Al” was cited by 38.3%, “data accumulation and/or
management platform” was cited by 36.6% and “loT” by 30.0%.

Technology Already Being Used (Multiple Answers) Technology Being Considered For Use (Multiple Answers)
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management platform management platform
Robots |G 322 o7 [ 0.0
o7 G 264 Big data || NG 25.°
3D printing || G 22.7 Robots |GG 223
Artificial intelligence (Al) || G 17.4 E-commerce || GG 217
Big data [l 15.6 3D printing [ G 148
Fintech [JJj 5.8 Fintech [l 10.3
other | 21 other ] 3.4
# of respondents:379 # of respondents:290
(Note) Only the top response items are listed in this chart. (Note) Only the top response items are listed in this chart.
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Challenges in Use of Digital-Related Technologies: Engineer/Talent
O-3 | Shortage and Adoption/Operation Costs Are Key Challenges

® In a question about challenges in use of digital technologies, “shortage of engineers and other talent” was
cited by 56.6%, followed by “the cost of adoption/operation is high," cited by 49.6%.

m Asked about policy items that they are interested with respect to use of digital technology, nearly 40% said
“sensitive information subject to laws and regulations,” while over 50% said “nothing in particular.”

Challenges in Use of Digital Technologies Policy ltems Companies Are Interested with Respect to
(Multiple Answers) Use of Digital Technologies (Multiple Answers)
0 10 20 30 40 50 60 (%) 0 10 20 30 40 50 (%)

Shortage of engineers who can _ 56.6 Sensitive information subject to _ 36.7
laws and regulations

manage digital technologies

Cross-border transfer of
The cost of adoption/operation is high - [ 49.6 sensitive information B 106

Requirement of installing a server

No prospect for sales that matches and/or requirement of storing data 13.3
the value of the investment _ 24.9 V\(/]ithin the country J - '
It is difficult integrate digital o
technologies into our existing internal _ 24.8 Digital taxes [l 10.6
infrastructure
Lack/shortage of suitable external Requirement for technology transfer 5.4
partners - 15.6 a v [

) ) ) ) Requirement of disclosing source I

There is a risk of information leakage - 11.3 codes and algorithms 3.1

# of respondents: 795
We are unsure of any challenge - 10.7 Other

Other I 23 Nothing in particular _ 53.1

# of respondents: 784
| 0.5

(Note) Only the top response items are listed in this chart. Copyright © 2022 JETRO. All rights reserved. 66




o
Decarbonization Efforts:

10-1 Over 30% of Companies Already Engaged in Efforts

m  33.5% of the respondents are “already making efforts” in decarbonization. Among large companies, such respondents accounted
for 53.6%, but the proportion was just 22.5% among small and medium-sized enterprises. Those who said they “plan to engage
moving forward” accounted for 29.2%.

m As for the reasons for engaging in decarbonization, “instruction/recommendation from the headquarters (parent company)”
was cited by 68.2%, followed by “regulations and/or preferential treatments set by the central/local governments in the country/region
of our operation” (30.2%).

Decarbonization Efforts (By Industry) Reasons for Undertaking Decarbonization (Multiple Answers)
= \We are already making efforts 0 20 40 60 80 (%)
We have not made any effort yet, but we are planning to do so (%)
= We have no plan to make any effort 0 50 100 Becausr(]e orf] th((ej instruction/recommendation from _ 68.2
Total(831) 29.2 the headquarters (parent company)
m Manufacturing(478) 39.1 30.3 Because of the regulations and/or preferential
Automobiles etc.(11) [ INENCE-INNNNNNO. | MPYEM treatments set by the central/local governments _ 30.2
Rubber/Ceramic/Stone and clay products(16) 25.0 in the country/region of our operation
Electrical machinery/Electronic devices(35) 20.0 Because of the instruction/request
Automotive etc. parts(89) 43.8 30.3 from a customer (Japanese) - 23.2

Precision machines/Medical equipment(19) 26.3
Chemical/Medicines(68) 27.9
Iron/Non-ferrous metals/Fabricated metal products(51) 31.4
Plastic products(29) 37.9
Food(31) 32.3
Electrical machinery parts/Electronic device parts(16) 43.8 Request from consumers - 13.3
General machinery(58) 41.4
Other manufacturing(30) 20.0
® Non-manufacturing(353) 27.8 Request from investors - 12.7
Finance/Insurance(14) IR . (2
construction(12) [HIEIEYEES. YA
Retail trade(11) 273 Request from employees I 51
Professional and technical services(20) 15.0
Transport(30) 36.7 33.3
Travel/Amusement(15) 20.0 Request from the public and/or NGOs I 2.3
Trading/Wholesale(82) 34.1 # of respondents:513
Sales company/Sales subsidiary(98) 26.5
Information and communications(33) [P  30.3 Other . 8.4
Other non-manufacturing(14) 21.4

(Note) This chart lists only the industry types for which valid responses were received from at least 10 companies.

Because of the instruction/request
from a customer (Non-Japanese) - 16.2
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Nature of Decarbonization Efforts:

10-2 Conservation of Energy/Resources Cited by Nearly 70%

m As for the nature of decarbonization efforts, “conservation of energy/resources” was the top answer at 66.1%. This was
followed by “developing of new environmentally-friendly products” (37.5%) and “procurement of renewable energy/new energy”
(28.6%).

m  Asked about specific efforts, many companies said they are pursuing installation of LED lighting and photovoltaic panels.

As for challenges, costs increases were common answers.

Nature of Decarbonization Efforts (Multiple Answers) Specific Efforts (Free-form)

Full installation of LED lighting [general machinery]

|
0 20 40 60 80 (%)
m Install a photovoltaic system so renewable energy covers 40%-50% of electricity

Conservation of energy/resources _ 66.1 needed for production [chemical/medicines]

m  Change production materials and seasonings, buy sustainable ingredients, develop

Development of new environment-friendly _ 375 new products using alternative ingredients [food]

roducts . . . .
P m  Ban use of plastic bottles and disposable plastic products at all group companies;

switch company vehicles to hybrids [sales company/sales subsidiary]

Procurement of renewable energy/
m  Investin renewable energy business [finance/insurance]
Social contribution activities - 20.8 m  Form a climate change countermeasure committee at the head office to promote

carbon neutrality and recycling and use of aluminum
[iron/non-ferrous metals/fabricated metal products]

Electrification of energy sources [l 16.3 Challenges in Decarbonization (Free-form)

m  Shortage of local talent capable of promoting decarbonization and capacity shortage
Restriction on employee travel, etc. - 11.2 [automotive etc. parts]

= How to procure renewable energy [other manufacturing]

Requesting suppliers to decarbonize - 10.8 = Difficultto ask suppliers in China and India to engage in decarburization

[chemical/medicines]
Purchase of emission reduction credits I 27 o o ) ) )
in the market . = Finding decarbonization raw materials costing roughly the same as conventional raw

materials [chemical/medicines]

Use of energy sourced from nuclear power | 0.6 ®  To inform all employees of decarbonization efforts and convince them to engage in
them [electrical machinery parts/electronic device parts]

Other l 49 4 of respondents:510 ®  Absorbing higher costs and investments associated with procuring renewable
energy [automobiles etc.] Copyright © 2022 JETRO. All rights reserved. 68




: :
Decarbonization Efforts (by Region): 40% of Companles In the

10-3| South, Northeast Engaged in Decarbonization Efforts

m Looking at the state of decarbonization efforts by region, those already engaged in such efforts accounted for close to 40% in
the_South (39.8%) and in the Northeast (39.0%). On the other hand, in the West, half of companies “have no plans” to do so.

m As for the nature of decarbonization efforts, “conservation of energy/resources” was a popular answer in the Midwest (74.1%),
while “developing of new environmentally-friendly products” was common in the West (40.9%) and “procurement of renewable
energy/new energy* in the South (33.3%).

Nature of Decarbonization Efforts

Decarbonization Efforts (By Region) (Bv Redion. Multinle Answers)

o
a1
o

= We are already making efforts 100 (%)

We have not made any effort yet, but we are planning to do so Conservation of energy/resources _6062.7
58.2
= We have no plan to make any effort
) y | | E— 320
Development of new environment-friendly s 335

South(226) 39.8 31.0 29.2 new energy 244
24.5
171
Social contribution activities _1%.264
Northeast(141) 39.0 24.8 36.2 25.5
e Bl 139
Electrification of energy sources Bl 179 .
(e.g. electrification of buildings, adoption of EV) 163 " Midwest(158)
Midwest(239) 33.5 33.1 01 m South(156)
Requesting suppliers to decarbonize mmm 16.7
(including green procurement) 3-8 1 Northeast(86)
H 70 West(110)
West(225 . . -
(225) 20 A Restriction on employee travel, etc. . 1%53_1
15.5

(Note) Only the top response items are listed in this chart.
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Biden Administration Policies:

11-1 Nearly 40% of Respondents “Do not Know”

m  When asked about the effects of the Biden Administration’s policies on business activities, 38.4% said_“do not know,”
22.3% said “have no impact”’; less than 20% answered either “negative impact overall” (14.1%) or “positive impact overall” (13.6%).

m By industry, “negative impact overall” was common among automobiles, etc. (36.4%) and rubber/ceramic/stone and clay
products (26.7%). “Positive impact overall” was common among precision machines/medical equipment (26.3%) and
professional and technical services (26.3%).

Effects of Biden Administration’s Policies on Business Activities Negative Impact (Free-form)

(By Industry) ®  Vehicle electrification [automotive etc. parts]
= Have a negative impact overall
= Have positive and negative impacts to the same degree

®  Tax rate increase, policy shackling return-to-work, insufficient measures to

= Have a positive impact overall (%) prevent China and other supply chain and logistics chain chaos
Have no impact 50 100 [iron/non-ferrous metals/fabricated metal products]
Do not know Total(807) FNETIFIENE 1.4 m  Due to excessive benefits, we can’t get workers [plastic products]
1’;"tirr‘:gicilt:£'ggc(f‘(‘ﬁ)) 18.2 g3 = Tighter export regulations [iron/non-ferrous metals/fabricated metal products]
Rubber/Ceramic/Stone and clay products(15) m  Corporate tax rate is expected to increase [chemical/medicines]
Automotive etc. parts(89) TN 3.4

m  Relief payments have resulted in labor shortage. Labor shortage leading to higher

Iron/Non-ferrous metals/Fabricated metal products(51) [JFENIEN:TEEE prices [food]

Plastic products(27) FEIHE

General machinery(55) I FZNE Tole ®m  Responding to stricter environmental and labor standards [automotive etc. parts]
Food(28) 10.7 m  Expanded Medicare and other plans squeezing medical institutions’ finances

Precision machines/Medical equipment(19) [FEEITE IR
Chemical/Medicines(62)
Electrical machinery/Electronic devices(33) FHTE I

precision machines/medical equipment

Positive Impact (Free-form)

Electrical machinery parts/Electronic device parts(16) FIZEMEEEN m  Economic stimulus measures in medical and semiconductor manufacturing fields
Other manufacturing(30) [HEEIEIE TN TENE] [precision machines/medical equipment]
" N'c;?::::;fli‘;ﬂjr!:%g;z .4 m  U.S. consumer economy improving [sales company/sales subsidiary]
Construction(12) g@ 8.3 = Clean energy investments providing opportunities [general machinery]
Trading/Wholesale(81) 2.5 . . . .
Sales company/Sales subsidiary(97) TERE N m  Restart of visa processing enables increasing Japanese expats
Retail trade(11) [other manufacturing]
Information and communications(32) 5.3156(15.6] m Infrastructure spending increases demand in construction industry
Professional and technical services(19) 5 B EECI IR 5.3 [sales company/sales subsidiary]
Transport(29)3
Travel/Amusement(14) 3&@ 7.1 m  GHG emissions-cutting policy increasing interest in energy-saving vessels and
Other non-manufacturing(14) 7 Il R} alternative energy-powered vessels [transport]

. . . . . . . C right © 2022 JETRO. All right: d.
(Note) This chart lists only the industry types for which valid responses were received from at least 10 companies. opyian s resene 70




Policy Areas:

11-2 U.S. Corporate Tax Plan Has Effects on Management: 55%

m  Asked about the Biden Administration’s policy areas that have an impact on management, 55.1% said “U.S. corporate
tax plan,” 44.0% said “countermeasures for Covid-19”, and 38.1% said “policies against China,” and 31.1% said
“environmental/energy policies.”

m By region, “U.S. corporate tax plan” was cited by nearly 60% in the Northeast (59.0%) while “countermeasures for
Covid-19” and “policies against China” were cited by over 40% in the Midwest (47.6% and 44.6%, respectively).

Biden Administration’s Policy Areas Biden Administration’s Policy Areas
that Have Effects on Management (Multiple Answers) that Have Effects on Management (By Region, Multiple Answers)
59.0
Corporate tax plan 56.7
corporate tax plan || [ I 551 418 50 92°.4
1
Countermeasures for covip-19 [ 44.0 Countermeasures for COVID-19 56 402 476
a - )
Policies against China || N 3s.1 Policies against China S—————======= 34.%7%4.6
. o s Environment and energy policies E————35.1
Environment and energy policies (climate crisis measures) || N 311 (climate crisis measures) 510 330
. . - o ———— 33.6
Policies for immigration and foreign work visas _ 30.1 Policies for immigration and foreign work visas L 26.6 371
. —— 1.6 ’
Buy American rules || NG 22.2 Buy American rules _%_;I_ 923'728.3
I
m— 18,7 = Northeas
Policies of strengthening supply chains [ 16.1 Infrastructure development =======14.4 {55
1124 177 = South(215)
Infrastructure development [l 14.5 Policies of strengthening supply chains — & 17.2 ;
) 71_4.3 : Midwest(233)
g U Trade policies other than policies against China === 12.6
Trade policies other than policies against China - 12.4 rade policies other than policies against China 85 -~ 17.6 West(224)
(Note) Only the top response items are listed in this chart. # of respondents:806 (Note) Only the top response items are listed in this chart.
Responses and Efforts (Free-form
m  To prevent or curb Covid cases and enhance awareness of individuals, expand company ®m  Raise wages to secure labor [food]
system and improve workplace environment. Reassess supply chain and logistics ) .
arrangement chain. [iron/non-ferrous metals/fabricated metal products] = Comply with USMCA [automotive efc. parts]
= Economic security and trade control regulations are handled by a dedicated department m  Anticipating bolstering of domestic supply chain, consider investment in logistics facilities
created at the parent company in Japan [professional and technical services] [transport]
= Cultivate suppliers outside of China [chemical/medicines] m  Closely monitor information and use that information to work with the head office
[electrical machinery/electronic devices]
|

Remodeling to change or reduce supply from China [electrical machinery/electronic devices] ) ) . ) ) )
m  Lobbying through industry group [precision machines/medical equipment]

m  Develop products that comply with environmental regulations Copyright © 2022 JETRO. Al rights reserved. 71
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Survey Overview

Overview of This Year’s Survey

Survey Objectives Respondents by Industry and Region

The purpose of this survey was to (Unit: company, %)
ascertain the management situations and Composition
changes in the local business Ratio
companies operating in Canada, and to

contribute to the formulation of the By Industry

companies’ overseas business strategies Comp.
and of policies for related organizations. Ratio

Manufacturing Total

Non-Manufacturing

Sales companies/

Survey Period Automotive etc. parts 11 8.7 |sales subsidiaries 21 16.5
September 8-28, 2021 General machinery 8 6.3 [Trading/Wholesale 17 13.4
Percentage of Valid Responses Iron/Non-ferrous metals/
J b Fabricated metal Products 6 4.7 Transport 9 71
0
70.2% _ Food 5 3.9 [Travel/Amusement 8 6.3
(127 out of 181 companies) — -

Precision machines/ 5 Minina/Ener 5

Medical equipment 3.9 9 i 3.9
Scope of Survey _ _ T

Automobiles etc. 4 3.1 Information and communications 5 3.9

Japanese-affiliated manufacturers and
non-manufacturers operating in Canada Plastic products 3 2.4  [Finance/Insurance 3 2.4
that are at least 10% owned by a
Jaganbese ;;arent,f dj]rectly or n;giwectly, Electronic devices
an ranches of Japanese firms in Rubber/Ceramic/

2 Real estat leasi
Canada. Stone and clay products 1.6 eal estate and leasing 1 0.8

Electrical hi .
ectrical machinery/ 3 24 Retail trade 9 L6

Railroad/Industrial vehicles etc. 2 1.6 Education/Medical 1 0.8
This is the 32" annual survey, Chemical/Medicines 1 0.8  [Other non-manufacturing 1 0.8
conducted since 1989 (not conducted in
2004). Branches of Japanese Other manufacturing 4 3.1
companies were added to the scope of
survey this time. Total 54 42,5 Total 73 57.5

(1) The totals in the survey results in this report may not be 100 because the numbers are rounded off to the first decimal poaint.
(2) The firms that participated in this survey may not have answered all questions. The rates are calculated based on the numbers of answers collected for each question.
(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 choice did not meet a certain number, that industry/choice was excluded from the survey.
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Survey Overview

Breakdowns of the Provinces the Respondents and Their Main Plants Are Located,

Their Establishment Years, Number of Locations, and Number of Plants

Breakdown of the Provinces Where the Respondents and
Their Main Plants Respondents’ Establishment Years

Provinces of

Provinces Where Respondents are = Manufacturing = Non-manufacturing

their Main

Located el (Companies) (21)
allts 20 # of respondents:127
Number of Respondents 44
. . All . .
14
Province Manufacturing el industries All industries 15 (14) 11 (12)
Ontario 44 37 81 43 ©) (10) (11) ©)
- _ 10 © B ®) (7 G)
British Columbia 4 25 29 9 5
: g
Alberta 1 6 7 4 > 10
4
1.
Quebec 3 5 8 7 0 El K EX
: Q Q D O DO N H O O O v O
Manitoba 1 0 1 0 /@co ;96 ;9 \°3\ }\ojb /\q‘b ;\o-’g ,'\cbg ,‘I/QQ ,‘19% ,99\ ,09\ ,‘19%
N & NN N NS
Saskatchewan 1 0 1 4 ,\Q)b ,\Q)b Cb ,\Q) ,\Q) ;\Q) ;\Q) ;\Q) (]9 (]/Q (]9 (19 (year)
Total 54 73 127 67 (Note) Parentheses indicate the number of respondents in all industries
(manufacturing and non-manufacturing included).
(Note) For the main plants, responses were tabulated up to a maximum of four sites per company.
. Breakdown of the Number of Respondent Plants
Breakdown of the Number of Respondent Sites P
Number of 73
Number of 104 Respondents
Respondents . Number of
Number of companies Number of sites Number of companies plants
. . Non- . . Non-
Number of sites IV EWTiEElTe e All industries | Overall total Number of plants Allindustries | Overall total
No sites 1 0 No plants 6 27 33 0
1 53 | 53
> o5 | 50 1 29 1 30 30
3 11 | 33 2 6 1 7 14
4 3 | 12
5 5 | 25 3 or more 1 2 3 12
6-10 3 | 23
11 or more 3 52 Total 42 31 73 56
Total 48 56 104 248 Copyright © 2022 JETRO. All rights reserved. 74




Survey Overview

Numbers of Employees and Expatriates from Japan:

65 and 2 (Median Value Per Company), Respectively

B The 127 respondents had 58,611 employees in total, with the per-company average coming out to 461.5 employees and
the median value at 65 employees. When we look at this by industry, among manufacturers, the median value came out to
129.5 persons, while for non-manufacturers the median value was 30 persons.

B Meanwhile, respondents had a combined total of 409 expatriates from Japan (expatriates), with the per-company average
being 3.2 secondees, and the median value being 2. By industry, the median value among manufacturers stood at 2
secondees, while that for non-manufacturers was 1.

Number of Expatriates from Japan:
Average and Median Values

Overall No. of . Overall No. of
Average value Median value

Number of Employees: Average and Median Values

Average value Median value

employees employees
All industries (127) 58,611 461.5 65 All industries (127) 409 3.2 2
Manufacturing (54) 45,147 836.1 129.5 Manufacturing (54) 151 2.8 2
Non-manufacturing (73) 13,464 184.4 30 Non-manufacturing (73) 258 3.5 1
Breakdown of Numbers of Employees By Industry Breakdown of Numbers of Expatriates from Japan By Industry
®m Manufacturing  ® Non-manufacturing ® Manufacturing = Non-manufacturing
(Companies) (Companies) 33 _
(31) # of respondents:127 (33) (29) # of respondents:127
(27) 30 (25 (24)
20 g H a
10 2 . ) €
1 1

. B .

0 1 2 3~5 6~10 11~20 2lor
above
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2021 Operating Profits Forecasts:

1-1 Nearly 70% of Respondents Predict Profits, a Major Improvement

m 67.5% of respondents said they expected to earn operating profits in 2021, which was 13.7 points up from last
year (53.8%). Despite signs of recovery from the Covid-19 crisis, compared to the 2010s when this was in the 70%
range, there are still expectations for further improvement.

m By region, Quebec had the most respondents expecting to earn operating profits, at 85.7%.

Operating Profit Forecasts and Canada’s Real GDP Growth Rate 2021 Operating Profit Forecast (By Region)

—eo—Profit (%) m Profit = Breakeven = Loss
(%) Breakeven (%) 100
90 —m—[0ss 8
14.39M14.3
81.6 Real GDP growth rate (right axis) 19.8 . .
80 78.3% - 76.0 77.1 310
75.4 75.3 o 5.7 80
71. 3/5 2 \72 5 74, ~./.\ 75.9 .—.~.,.\. ._722 6
74.4 :
70 5.2 \91-5/ 731 Ny 652 / 72.3 8575
%4 9 67.0 0~ (4.2 4
60 39 30 049 32 31 29 30
3.1 26 3.1 53.8 Y
50 RN 2.3 24 "119: 2
18 18 18 '
1.0 1.0
40 0.7 0 58.6j57.1
# of respondents:126
30 26-3; 260 g .,
2.1.1 i { \19.8
20 17 5 n
15 3 e maa 13.2 g /
I
10 10.9 et N 16\ a7 14.7 / '-1:—9-’ \./14-0 N na @ LN O
’ O
100 196 9 1 11.3779.9 9.7 A 5.3 ve N\~ 60\@8
0 JANIG)

98990001020304050607080910111213141516171819 2021

(Year)

(Note) The 2021 real GDP growth rate reflects IMF predictions (published October 2021).
No survey was conducted in 2004. Copyright © 2022 JETRO. All rights reserved. 76




1. Operating Profit Forecasts

2021 Operating Profits Forecasts (by Industry): Food, General Machinery,
1_2 Iron/Non-ferrous Metals/Fabricated Metal Products etc. Report Favorable Outlooks

m Looking at the 2020 operating profits forecasts by industry, we see that the food (100%), general machinery (87.5%),
and iron/non-ferrous metals/fabricated metal products (83.3%) industries had the highest percentages of respondents
expecting to be profitable.

m Meanwhile, negative profit forecasts were the highest among respondents in the travel/lamusement (75.0%) and
mining/energy (60.0%) industries.

2021 Operating Profit Forecasts (By Industry) Factors Behind Positive Operating Profits Forecasts
Free-form

m Profit Breakeven mLoss % B We have continued to keep our opergt_ions profitable. Hea}lthcare-rele}ted
(%) demand has allowed us to ensure minimum levels of profits even during the
0 20 40 60 80 100 pandemic [precision machines/medical equipment]
Total(126 ' ®  Notonly has domesti_c spending increased in place of overseas travel, but we
(126) Sl have seen more tourists from the U.S. as well as more tourists from overseas

= Manufacturing(53) (ravelfamusement]

B The pandemic has led household spending to be more oriented toward
Food(5) 100 domestic consumption, and staycation demand has revitalized the market

[sales company/sales subsidiary]
General machinery(8) : . . .
Factors Behind Negative Operating Profits Forecasts

Iron/Non-ferrous metals/
Fabricated metal products(6) Free-form

Precision machines/Medical equipment(5 ] B The semiconductor shortage caused by the pandemic led to lower production
auip ®) e at our customers, and skyrocketing materials and transport costs resulted in
Automotive etc. parts(11) 455 higher expenses [automotive etc. parts]

_ B There has been a manpower shortage due to employee turnover because of
® Non-manufacturing(73) the pandemic, and not enough skilled labor among urgent new hires to
resolve this shortage [iron/non-ferrous metals/fabricated metal products]

Sales company/Sales subsidiary(21) 81.0 19.0 B The pandemic has resulted in fewer travelers and fewer businesspersons in

Trading/Wholesale(17) downtown [sales company/sales subsidiary]

B | ower operating profits for electric power products because of more intense

Transport(9) competition, plus supply chain disruptions caused by the pandemic, as well as

weak sales activity for automobiles resulting from the semiconductor shortage
[sales company/sales subsidiary]

Information and communications(5)

inina/ B Because of the abundant grain harvests in other production regions (Australia,
Mining/Energy (5) 40.0 “ Black Sea), Canadian grain could not compete in terms of price, so there has

been no export demand [sales company/sales subsidiary]
Travel/Amusement(8) i)

(Note) This chart lists only the industry types for which valid responses were received Copyright © 2022 JETRO. All rights reserved. 77
from at least five companies.




Business Sentiment DI: Business Sentiment Significantly

Improved at 15.8, 2022 Outlook Also Positive
m The DI for business sentiment (the difference between improvement and deterioration) in 2021 came out to 15.8, showing a

major improvement from the previous year (-39.7). As the main reason for the improvement in operating profits, most
respondents cited “sales increase in local markets” (78.0%).

m A high percentage of respondents said that their 2022 forecasts were positive, but their operating profits will be unchanged
(46.8%).
Reasons for Improved Operating Profit Forecasts for

Year-over-Year Operating Forecast Profit Changes 2021 (Multiple Answers)

(%) —e=|ncrease Remain the same ===Decrease 0 10 20 30 40 50 60 70 80 90 (%)
60 54.1 Sales increase in local markets INIIIIIIINENGNGNGGGGNGNGNGNGNGNGNGNGNGNGNGNGGEGS /8.0
50 s 46..9 4.7.4 Reduction of labor costs I 26.0
40 « /./ \./\41 3 ?.4. 42.9 Improvemer?t in production efflc_lency I 24.0
L Reduction of other expenditures N 20.0
30 Sales increase due to export expansion M 18.0
20 ~2.l/l.-" ’2' 45 '...23'6 Effects of exchange rate fluctuation N 14.0
: . Improvement in the operating rate M 8.0
10 L] . . -
103 Improvement in production efficiency B 4.0
0 Reduction of procurement costs 1 2.0 # of respondents:50

98 00 02 04 06 08 10 12 14 16 18 20 22 (year)

Esti
# of respondents (2021):127 stimate Forecast
# of respondents (2022):126

Business Sentiment DI Trends

120
N 14.0

Reduction of logistics costs
Other

Reasons for Improved Operating Profit Forecasts for
2021 (Main Reasons)

(Point) 0 10 20 30 40 50 60 70(%)
60 Sales increase in local markets G
26574 320 30.5 32.6 _ _ 64.0
30 20.0 21.5 17.821.8215 25.016 g 15.8 Sales increase due to export expansion HEEE 10.0
' Reduction of labor costs B 4.0
12.9 22.1 16.3
104 14.3 A 21 Improvement in production efficiency B 4.0
A 30 %8 02 2%2 04 &659 3 1OA1321 14 16 18 20 22 (vear) gffects of exchange rate fluctuation B 2.0
A 35.8 ' A 39.7 Reduction of other expenditures B 2.0
A 60 ' Estimate Forecast Improvement in the operating rate B 2.0 # of respondents:50
Other mmmmm 12.0
(Note) Since no survey was conducted in 2004, the figures reflect the forecast as of the 2003 survey. Copyright © 2022 JETRO. All rights reserved. 78



_ _
Business Sentiment DI (By Industry):.

1-4 2022 Will Bring Improvement for Nearly All Industries

m The DI for 2022 by industry is expected to surpass 2021 results in nearly all industries, except for certain
industries including transport and trading/wholesale.

m  Meanwhile, respondents in the mining/energy industry expect another year of negative results just as in 2021,
and an even more dramatic downturn.

Business Sentiment DI for 2021 (By Industry) Business Sentiment DI for 2022 (By Industry)

A 40 A 20

0 20 40  60(point) A 40420 0 20 40 60 80 100 (pgint)
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(Note) This chart lists only the industry types for which valid responses were received

from at least five companies.

(Note) This chart lists only the industry types for which valid responses were received

from at least five companies.
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_ _
Compared to 2019 (Before the Covid-19 Pandemic):

1-5 | More Respondents Predicted “Deterioration” in Operating Profits

m Compared to pre-pandemic operating profit expectations, 39.4% of respondents overall said they expected an “improvement”
versus the pre-pandemic period (the same as the result of 2020), but 36.2% of respondents expected a “deterioration” versus
2019, which was far higher than compared to 2020 (23.6%).

m When viewed by industry, the results show that over 50% of respondents in several industries reported expectations of
“improvement,” specifically among sales companies/sales subsidiaries (57.1%), those in transport (55.6%), and those in
trading/wholesale (52.9%). Meanwhile, between 70% and 90% of respondents in industries including travel/amusement (87.5%)
and automotive etc. parts (72.7%) said that they expected a “deterioration” instead.
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(By Industry) (By Industry)
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1. Operating Profit Forecasts

2021 Operating Profits Forecast as Year-over-Year Comparison (Fluctuation):

1-6

“Remain the Same” at Nearly 40%, and “10-50% Increase” at Over 20%

m With regard to year-over-year fluctuations in operating profit forecasts in 2021, 37.0% of all respondents said

they expected “remain the same,” followed by 22.8% who expected their operating profits to be 10-50% increase.

The response “10-50% increase” was highest among sales companies/sales subsidiaries (47.6%) and among
respondents in the transport (44.4%), precision machines/medical equipment (40.0%), and general machinery
(37.5%) industries. In the mining/energy industry, “rise in deficit” was the response given by 40% of respondents.

Year-over-Year Fluctuation in Operating Profits Forecasts in 2021 (By Industry)

= 60%-90% increase L
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(Note) This chart lists only the industry types for which valid responses were received from at least five companies.
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2021 Operating Profit Forecasts Compared to 2019 (Fluctuation):

“Remain the Same” at Around 25%, “10-50% Increase” at Nearly 20%

m With regard to fluctuations in operating profit forecasts in 2021 versus 2019, 24.4% of all respondents said they
anticipated “remain the same,” followed by 18.9% who expected profits to be a “10-50% increase,” and 17.3% who
believed their profits would be a “10-50% decrease.” The response “10-50% increase” was given most by sales

companies/sales subsidiaries (38.1%) and companies in general machinery (37.5%), transport (33.3%), and trading/wholesale
(23.5%). A downward profit trend was most conspicuous among respondents in the travel/amusement industry.

Fluctuations in Operating Profit Forecasts in 2021 Compared to 2019 (By Industry)

= 60%-90% increase
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(Note) This chart lists only the industry types for which valid responses were received from at least five companies.
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Future Business Direction:

2-1  Close to 40% Plan to Expand (Recovery)

m The percentage of respondents looking to expand their business in the next 1-2 years was 38.6%, which was 8.7 points
higher than in the last survey (29.9%).

m  When this is viewed by industry, 40.7% of respondents in manufacturing expressed this intention, 11.9 points higher than in the
last survey (28.8%), while 37.0% of respondents in non-manufacturing industries said the same, this being 6.3 points higher
than last time (30.7%). In particular, it was in iron/non-ferrous metals/fabricated metal products, food, and information and
communications that the highest percentages of respondents said they were looking to expand their businesses.

Business Direction in the Next 1-2 Years (By Industry) Trends in Business Expansion for Next 1-2 Years
= Expansion
Remaining the same
= Reduction . . . o ® Expansion Remain
Transferring to a third country/region or withdrawal from current local market (%) (%)
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Reasons for Business Expansion:

2-2  Nearly 80% Cite Sales Increase in Local Markets

m The main reason cited by companies looking to achieve business expansion in the next one to two years was “sales
increase in local markets” for 77.6% of respondents, which was the highest percentage of any answer, followed by “high
growth potential” (30.6%) and “sales increase due to export expansion” (24.5%).

m In terms of the specific functions that they wished to expand, the top answers given were “sales function” (54.2%),
“production (general-purpose products)” (33.3%), and “production (high-value added products)” (25.0%).

Reasons for Business Expansion (Multiple Answers) Specific Functions To be Expanded (Multiple Answers)
m Total(49) = Manufacturing(22) Non-manufacturing(27) m Total(48) = Manufacturing(22) Non-manufacturing(26)
0 20 40 60 80 100 (%) 0 20 20 60 80 (%)
i ) I 7.6 E——— 5/ 2
Sales increase in local markets oy 864 Sales function E——45.5"
_ S 30.6 , E—— 33 3 '
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, ' o E— 05 0
Sales increase due to export EEEEEE 24.5 Production (high-value added products) SN 45.5
: I 36.4 77
expansion 14.8 : 16.7
i ivi igh- B 224 Logistics function Bl 9.1
High receptlvtljty ftor/ h|gh value added S 31 8 g 231
products/services 14.8 Administrative functions in e 10.4
Reviewing production and = 91%2 providing services > 154
Y . W4
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. T B 10.2 3.8
Relationship with clients Bl 13.6 . . W 42
7.4 Function of regional headquarters 0 77
Reduction of costs j it _ _ 121
(e.g., procurement/labor costs) ~ 377 Open innovation function 0 28
Bl 14.3 N 104
Other W 45 Other 0
22.2 19.2

(Note) Only the top response items are listed.

Reasons for Business Expansion: “Other” Specific Reasons (Free-form)
B Add new production lines as a result of new product development [plastics E  More new investment opportunities [trading/wholesale]

products] B Geological prospects for new ore deposits to be discovered, incentives from
B Rebounding interest rates [finance/insurance] provincial governments [mining/energy]
B |n 2022, consumer confidence in economic activity will be higher than in 2020-
2021 (when it dropped because of the pandemic), leading to higher business o
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Changes in Capital Investments: Approximately 30% of

2-3 | Companies’ Investments Surpassed Prior Year

m  30.8% of respondents said their capital investments for 2021 surpassed those in the prior year in terms of monetary amount,
this being an increase of 12.2 points from the last survey (18.6%). Only 6.7% of companies said they made smaller
investments year-over-year, which was 19.5 points lower than last time (26.2%) and a significant improvement.

m The top answer for the purpose of these capital investments was “maintenance and/or repair of existing equipment,”
as was the case last year, at 44.5%.

2021 Changes in Capital Investments Purposes of Capital Investments (Multiple Answers)

m [ncreased by over 50% year-over-
year

® [ncreased by 30% to less than 50%
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2. Future Business Direction

Changes in Capital Investments (by Industry): “Increased” Cited by Nearly 70%

2_4 of Respondents in Iron/Non-ferrous Metals/Fabricated Metal Products

m A comparison by industry of changes in capital investments in 2021 shows that the percentages of companies that had

“increased” their capital investments year-over-year were the highest in industries such as iron/non-ferrous metals/fabricated

metal products (66.6%), food (60.0%), and sales companies/sales subsidiaries (47.3%).

m The percentage of companies with “increased” capital investments from the prior year had remained over 30% for three

straight years since 2017, but then fell to around 20% in 2020. However, 2021 marked a rebound with a 12.2 points increase,

accounting for 30.8% of respondents. Forecasts suggest that this percentage will drop once again in 2022 (21.3%).

Changes in Capital Investments in 2021 Vs. Prior Year

(By Industry)
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Reassessing Sales Strategies:

2-5 | Close to 30% “Have” Plan to Reassess Their Strategies

m 27.8% of respondents said that they had plans to reassess their sales strategies, and when this is viewed by
industry, it was the travel/amusement (62.5%) and automotive etc. parts (45.5%) industries where the most
companies gave this response.

m In terms of the nature of these reassessments, the top answers were “rise in sales prices” (51.4%) and
“promotion of digitalization including digital marketing and Al utilization” (45.7%).

Nature of Reassessment of Sales Strategies
(Multiple Answers)

Plans to Reassess Sales Strategies (By Industry)
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Reassessments of Sales Markets by Country and Region:

2-6  Shifts Away from Canada, the U.S. Most Cited

m When we look more closely at the types of sales strategy reassessments, we see that the biggest reason given by
respondents for “rise in sales prices” was “optimization of production cost” (70.6%), while the top reason given for
“promotion of digitalization” was “the spread of Covid-19” (72.7%).

m Regarding which sales markets were to be reassessed, shifts away from Canada and from the U.S. were most cited (3).

m For new sales markets after these changes, Canada and ASEAN were each cited in two cases; the U.S. and Japan were
each cited once.
Sales Markets Subject to New Sales Markets After the Change

Reassessment (Multiple Answers) from Canada (Multiple Answers)
0 1 2 3 (case)

Reasons for Reassessing Sales Strategies (Multiple Answers)

« Optimization of production cost

. 0 1 (case)
= Spread of COVID-19 infections
« Change in the trading environment (assessment of additional customs duty, etc.) Canada _ 3 Us. _ 1
= Tightening of environmental regulations
Other 0 20 40 60 80 100(%) us. NN s ASEAN _ 1
I /0.
IV e Japan [ 1 otner |
Rise in sales prices(17) M 5.9 .
B 59 . # of respondents:6 # of respondents:3
Il 9.1 79 7
Promotion of digitalization including I .
L . — N 18.2
digital marketing and Al utilization(11) =@ s64 New Sales Markets After  New Sales Markets After the Change
w77 Reassessment (Multiple Answers)  from US (Multiple Answers)
Promotion of utilizing virtual exhibitions and B 154 100
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0
]
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. I 27/.3 ASEAN I 2
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Reassessing Procurement:

2-(  Nearly 20% “Have” Plans to Reassess Their Procurement

m When asked if they had plans to reassess their procurement, 17.6% of respondents said “yes,” with a higher percentage
of manufacturers (23.1%) giving this response than non-manufacturers (13.7%).

m In terms of the nature of these reassessments, 86.4% of respondents cited “change of procurement source,” while
other top reasons given included “implementation of multiple sourcing” at 59.1%, as well as “optimization of production cost”
and “the spread of Covid-19.”

Plans to Reassess Procurement (By Industry) Nature of Reassessment of Procurement (Multiple Answers)
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Countries/Regions Being Reassessed as Procurement Sources:

2-8  Shift Away from Canada, Shift to the U.S. Most Cited

m Most respondents cited Canada as the country from which they were looking to shift their procurement, while the U.S.
was most often cited as the new site of procurement.

m When asked where they would be procuring their materials after shifting away from Canada, respondents cited Central
and South America (other than Mexico), Japan, and ASEAN. Some companies even stated that they would simply be
terminating their procurement.

Procurement Sources Subject to Reassessment New Procurement Sources After Shift from Canada
(Multiple Answers) (Multiple Answers)
0 1 2 3 4 S 6 (case) 0 1 2 (case)
Canada I © Central and South America _ 2
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China N 2 pe— _ 1
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Japan M 1
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Mexico [l 1 crina [N 1

Other countries of Asia and Oceania [l 1 # of respondents:13 # of respondents:6
South Korea — 1
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Reassessments of Production:

2-9 | Over 10% “Have” Plans to Reassess Their Production

m When asked if they had plans to reassess their production, 11.4% of companies said “yes,” and regarding
the nature of these reassessments, “increase in new investment/capital investment” (78.6%) and “promotion
of automation/labor conservation” (50.0%) took the top spots.

m As far as their reasons for reassessing their production, the most highly cited reason behind “increase in new
investment/capital investment,” “promotion of automation/labor conservation,” and “change of production site” was
“optimization of production cost.”

Plans to Reassess Production (By Industry) Nature of Reassessment of Production (Multiple Answers)
0 20 40 60 80 (%
=Yes =No 0 20 40 60 80  100(%) . . (%)
Increase in new investment/ _ 78.6
Tota(129) T capital investment -
Promotion of automation/
= Manufacturing(53) inbor conservation NN 50.0
Automoive etc. pars(11) change of prociuction site | N 2
oated metal odtote jon of digitalizat
Fabricated metal products(6) . . Promotion of digitalization - 14.3 # of respondents: 14
Food(5) (Note) Only the top response items are listed.
General machinery(8) Reasons for Reassessing Production (Multiple Answers)
Precision machines/Medical equipment(5) 100 = Optimization of production cost = Spread of COVID-19 infections
® Non-manufacturing(70) l 1.4 98.6 Tightening of environmental regulations = Other
» 0 20 40 60 80 100 (%)
Sales company/Sales subsidiary(19) l 5.3 94.7
. . I 66.7
Trading/Wholesale(16) 100 Increase in new investment/  Q
capital investment(9) 11
Transport(9) 100 33.3
. . . 83.3
Travel/Amusement(8) 100 Promotion of automation/ ' (
labor conservation(6) 16.7
Information and communications(5) 100 0 100
|
Mining/Energy(5) 100 Change of production site(4) 0— 25.0
(Note) This chart lists only the industry types for which valid responses were received 0 Copyright © 2022 JETRO. Allrights reserved. 91
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Reassessment of Control/Management System:

2-10| More than 20% “Have” Plans to Reassess Their Systems

m 21.4% of respondents said that they “have” plans to reassess their control/management systems. Regarding the
nature of these reassessments, 77.8% said “expansion of the utilization of work from home and teleworking,” while
40.7% said “promotion of management localization.”

m The top reasons that respondents gave for reassessing their control/management systems were “the spread of Covid-
19” and “increase in wages,” among others.

Plans to Reassess Control/Management Systems Nature of Reassessment of
(By Industry) Control/Management Systems (Multiple Answers)
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) ) ) ] ] ] m Spread of COVID-19 infections = Shortage of workers Increase in wages Other
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3. Employment and Wages

Changes in Number of Local Employees (Change over the Past Year):

3-1 | Only a Little Over 20% Said “Increased” in the Past Year

m 21.8% of respondents said they had “increased” the number of local employees in the past year, which was
1.1 points higher than last year (20.7%).

m When viewed by industry, the results show that hiring is on the rebound in many industries such as “food” (60.0%),
whereas 87.5% of respondents in travel/amusement reported a decrease.

Changes in Number of Local Employees Trends in Changes in Number of Local Employees
(Change over Past Year; By Industry) over the Past Year
u Increase u NO Change u Decrease (0/0) (0/0) ] |ncrease ] No Change
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Automotive etc. parts(11) -_

Precision machines/Medical equipment(5) _

® Non-manufacturing(71) -_

Information and communications(5) _—
Sales company/Sales subsidiary(20) -_ 20
Trading/Wholesale(17) -_
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Travel/Amusement(8) -

(Note) This chart lists only the industry types for which valid responses were received (Note) No survey was conducted in 2004.
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_ _
Changes in Number of Local Employees (Plans Going Forward):

3-2 | About 35% Said “Increase”

m 34.7% of respondents said they planned to “increase” the number of local employees going forward, with this
reflecting a rise of 7.7 points from the prior year (27.0%).

m By industry, some 80% of companies in information and communications (80.0%) said they had plans to “increase” this number.
In automotive etc. parts, the percentage of respondents that replied “increase” and the percentage that replied “decrease” were
the same (27.3%).

Changes in Number of Local Employees

(Plans Going Forward: By Industry) Trends in Future Forecasts for Number of Local Employees

i

= |Increase = No change ® Decrease (%) (%) = |[ncrease = No change

:

0 50 100 100

Total(121) (7847 1| 60.3 Ul 50

mManufacturing(52) 827 | 615 = |} 58
Food(s) [11740:0° [ 60.0
Precision machines/Medical equipment(5) _—

Fabricated metal productas) IIGSSIN MGG 6
Automotive etc. parts(11) -_
General machinery() [ 100
®m Non-manufacturing(69) _—I13

Information and communications(5) _

Sales company/Sales subsidiary(19) _— 2
Travel/amusement(s) [NSZISIN IGO0 X

Trading/Wholesale(17) -a I i I i

Transport(9) 144889 | 03 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 (Year)

(Note) This chart lists only the industry types for which valid responses were received (Note) No survey was conducted in 2004.
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3. Employment and Wages

Changes in Number of Expatriates from Japan (Change Over the Past Year):

3-3 | More than 80% Said “No Change”

m The percentage of respondents who said there had been “no change” in the number of expatriates from Japan
in the past year came out to 81.1%, while 12.3% said this number had “decreased” for them.

m By industry, the number of expatriate workers had “increased” for companies in the food industry most prominently, with
this percentage having risen from 14.3% last year to 40.0% this year.

Changes in Number of Expatriates from Japan Trends in Changes in Number of Expatriates from Japan
(Change over Past Year; By Industry) over the Past Year
= Increase = No change = Decrease
0 50 100 (%) (%) = Increase = No change
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3. Employment and Wages

Change in Number of Expatriates from Japan (Plans Going Forward):

3-4 | More than 80% Said “No Change”

m When asked about their plans regarding the number of expatriates from Japan going forward, 82.9% of companies
said there would be “no change,” this being 5.6 points higher than last year (77.3%). Meanwhile, 11.4% said this number
would “decrease,” which was 3.5 points lower than the year before (14.9%). When we look at the results by industry, the
percentage of respondents in mining/energy who had plans to “increase” their number rose from last year (22.2%) to 40.0%.

Changes in Number of Expatriates from Japan

(Plans Going Forward: By Industry) Trends in Projected Number of Expatriates from Japan

m Increase = No change
Toai(129) [EZIIIIEZS N
mManufacturing(s2) 816 IEOE N
8
Food(s) 120100 NGOG
Automotive etc. parts(11) [A821 727
Iron/Non-ferrous metals/
Fabricated metal products(6) _ 6
Sales company/Sales subsidiary(20) _m 2
Transpor(@) [IEEIS N
Information and communications(s) [Ig0l0 U Rl 53 47 18 .o 78 5.8 54 6.8 1152 'I 7.8 [57
Travel/Amusement®) ~ 750 BEEXN 03 05 06 07 09 10 11 12 13 14 15 16 17 18 19 20 21 (Year)

General machinery(®) [ 76,00 NEEEM
Nonmanutacturing(r) |3 g NNEAS I X
(Note) This chart lists only the industry types for which valid responses were (Note) No survey was conducted in 2004.
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Wages (Monthly Base Pay):

3-5| Median Value by Occupation Was CAN$3,815-CAN$6,500

m The median value of the monthly base pay at plants, etc., by occupation was CAN$3,815 ($3,815C) for operators,

$5,000C for mechanical engineers, and $6,500C for production managers. The median value for monthly base pay for

office work was $4,000C for general clerks and $6,500 for general administration section chiefs, falling below the values

from last year in all industry categories. The (nominal) median value of the raise rate for FY2021 was 2.0%, the same

as it was last fiscal year (2.0%). The raise rate is expected to be 2.5% in FY2022.

Operators Mechanical Engineers
. Total(66
m Manufacturing(20)  [RHHES) ® Manufacturing(19) 6,500 otal(66)
B Manufacturing(24)
Food(3) 4,700 Food(3) 8,400 Automobiles etc.(3)
Precision machines/
Iron/ Iron/ Medical equipment(3)
Non-ferrous metals/ [EWZ0) Non-ferrous metals/ 6.391 Iron/Non-ferrous metals/
Fabricated metal ' Fabricated metal ! Fabricated metal products(4)

products(4) products(4)

Automotive etc. parts(5)

Automotive etc.
parts(5)

Automotive etc.
parts(5)

Production Managers

m Manufacturing(17) 5,000
Iron/
5,750

Non-ferrous metals/
Fabricated metal products(4)

6,000 Food(3)

® Non-manufacturing(42)

Finance/Insurance(3)

Sales company/
Sales subsidiary(12)

Trading/Wholesale(10)

Transport(6)
Food(3) 5,600
Information and communications(3)
Automotive etc. parts(4) 4,900 Travel/Amusement(5)

General Clerks

General Administration Section Chiefs

Total(61) (CAD)
® Manufacturing(23)
Automobiles etc.(3)
vedical cuipment(d)
Automotive etc. parts(5) 6,000

4,000 Food(3) 5,500

4,000 Iron/Non-ferrous metals/ 5,444

Fabricated metal products(4)

4,000 m Non-manufacturing(38) 6.950

5,000 Finance/Insurance(3)

10,000

Information and

4,500 communications(3)

8,000

4,050 Trading/Wholesale(8) 7,600

Sales company/

Sales subsidiary(11) 7,000

4,000 Transport(5)

2,730 Travel/Amusement(5) 4,500

(Note 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) and production managers (section chiefs of production management departments),
general clerks (general office workers) and general administration section chiefs (section chiefs of general affairs departments). The options for non-manufacturers were general

clerks and general administration section chiefs.

(Note 2) This chart lists only the industry types for which valid responses were received from at least three companies.
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Wages (Annual Bonuses):

3-6 Median Value by Occupation Was 0.3-1.0 Month’s Pay

m The median value of annual bonuses at plants, etc., by occupation was 0.4 month’s pay for operators, and was 0.3 months pay
for mechanical engineers, both of these being slightly greater than last year (0.1 month’s pay), while for production managers
there was no change at 1.0 month’s pay.

m For office work, the median value of annual bonuses by occupation was 0.8 month’s pay for general clerks, which was 0.2 month’s
worth less than last year, while for general administration section chiefs it was 1.0 month’s pay, as was also true last year.

Operators Mechanical Engineers General Clerks General Administration Section Chiefs

. Month
m Manufacturing(19) - 0.4 m Manufacturing(17) - 0.3 Total(61) - 0.8 Total(57) _ 1.0 ( )
® Manufacturing(22) - 0.6 ® Manufacturing(23) _ 1.0
Food(3 ) Food(3 0.5 Precision machines/ _ Precision machines/
) - 0.5 (3) Medical equipment(3) 20 Medical equipment(3) el
Food(3) - 0.8 Automobiles etc.(3)

Automotive etc. parts(5) 0.5 Automotive etc. parts(4) 0.3
Automobiles etc.(3) - 0.7 Food(3) _ 1.0
Iron/Non-ferrous metals/ Iron/Non-ferrous metals/ . .
Fabricated motal 01 Fabricated metal 01 Automotive etc. parts(5) 0.5 Automotive etc. parts(5) 0.5
products(4) products(4) Iron/Non-ferrous metals/ Iron/Non-ferrous metals/

0.1 Fabricated metal products(4) 0.2

1.0 ® Non-manufacturing(34) _ 1.0

Fabricated metal products(4)

Production Managers ® Non-manufacturing(39) -
: Sales company/ Sales company/ _
® Manufacturing(19) - 1.0 Sales subsidiary(11) - 1.0 Sales subsidiary(10) 11
Trading/Wholesale(9) - 1.0 Trading/Wholesale(7) _ 1.0
Food(3) 1.8
Travel/Amusement(5) - 1.0 Transport(5) 1.0
Automotive etc. parts(5) 0.5 Finance/Insurance(3) 1.0 Travel/Amusement(5) _ 1.0
Iron/Non_-ferrous metals/ Transport(6) 0.8 Finance/Insurance(3) 1.0
Fabricated metal I 0.1
products(4) Information and communications(3) 0 Information and communications(3) 0

(Note 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 chiefs of general affairs departments). The options for non-manufacturers were general clerks
and general administration section chiefs.

. . . . . . . C right © 2022 JETRO. All right: d.
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3. Employment and Wages

Wages (Actual Annual Burden):

3-/ | Median Value by Occupation Was CAN$52,000-CAN$93,000

m The median value of the annual actual burden at plants, etc., by occupation was $52,000C for operators, $70,300C for

mechanical engineers, and $93,000C for production managers, in all cases showing an increase from the previous year.

m  The corresponding median value for office work, etc., according to occupation was $52,800C for general clerks and $87,500C
for general administration section chiefs, which were both lower figures year-over-year.

Operators Mechanical Engineers

m Manufacturing(20) [Rey210[0[0] m Manufacturing(18) [4ORe(0[0]

Food(3) WNNe[[6MN General machinery(4) 102,500

General machinery(3) 55,000 Food(3) 82,000
Iron/Non-ferrous metals/ Iron/Non-ferrous metals/
Fabricated metal 50,720 Fabricated metal 79,441
products(4) products(4)

Automotive etc. parts(5) -0 Automotive etc. parts(4) -
Production Managers
mManufacturing(20) ||| I 93.000
Food(s) NN 140,000

General machinery(3) 100,000

Iron/Non-ferrous metals/
Fabricated metal products(4)

Automotive etc. parts(5) _ 75,000

84,377

General Clerks General Administration Section Chiefs

Total(61)

® Manufacturing(24)

Precision machines/
Medical equipment(3)

Food(3)

Automotive etc. parts(5)

Iron/Non-ferrous metals/
Fabricated metal products(4)

General machinery(3)

® Non-manufacturing(37)

Information and
communications(4)

Finance/Insurance(3)

Trading/Wholesale(10)

Sales company/
Sales subsidiary(12)

Transport(4)

Travel/Amusement(4)

B 52,800 Total(57) [EIINET; 500 (CAD)
- 51,858 mManufacturing(23) || I 52,426
- 69,000 General machinery(3) 100,000
B 55000  wicaical equipmenz) NN 90,000
B 51,000 Food3) [ 84,000
50,358 Automotive etc. parts(s) [N 81,000

Iron/Non-ferrous metals/
45,000 Fabricated metal products(4) 70,500

- 53,625  mNon-manufacturing(34) _ 94,400
- 75,000 Finance/Insurance(3) 130,000
- 65,000 Trading/Wholesale(8) 123,000

- 58,000 Information and
communications(4) 121500

57,500 Sales company/
Sales subsidiary(11) 87,500
49,000 Transport(4) 68,800
36,930 Travel/Amusement(4) 57,200

(Note 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 chiefs of general affairs departments). The options for non-manufacturers were general clerks

and general administration section chiefs.
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_
Working Arrangements (As of September 1, 2021):

3-8 | About 45% of Companies Principally Doing Remote Work

®m |n occupations where remote work is possible, “Mainly remote work, but working at the office is also partially implemented.”
was the highest response at 33.1%. When this is combined with the response “As a general rule, all employees work remotely.”
(11.8%), 44.9% of companies said they had adopted a structure centered on remote work.

m In occupations not conducive to remote work, “As a general rule, all employees work at the office.” was the answer given
by 85.4% of respondents.

Working Arrangements as of September 1, 2021 Working Arrangements as of September 1, 2021
(Occupations Where Remote Work Is Possible, By Industry) (Occupations Not Conducive to Remote Work, By Industry)
m As a general rule, all employees work at the office m As a general rule, all employees work at the office

® Mainly work at the office, but remote* work is also partially implemented
= Remote work and working at the office at the same frequency
Mainly remote work, but working at the office is also partially implemented = Change in work contents and assignment of tasks that can be done at home
As a general rule, all employees work remotely 0 50 100 (%)

0 20 40 60 80 100(%)
Total(127) IEZZENIEEIENI331711.8

Automotive etc. parts(11) NI EEEEEN 1
Iron/Non-ferrous metals/Fabricated metal products(6) General machinery(7) 100
General machinery(8) I ENPEWFEIN25
Food(5) - IEZeXe) TN ONN | 20.0 Food(5) 100
Precision machines/Medical equipment(5) 60.0 20.0
. Iron/Non-ferrous metals/
| | - 12.317. . . 15.1 .
Non-manufacturing(73) PRI 89771 15 Fabricated metal products(6) 100
Travel/Amusement(8) 50.0 25.0

Information and communications(5) 40.0 20.0 Automotive etc. parts(11) 9.1 9.1

Sales company/ Sales subsidiary(21) KR8 524 14.3

m Introduction of shift system

Transport(9) 33.3 ® Non-manufacturing(33) 81.8 18.2
Mining/E 5 . . .
| ining/Energy(5) 40.0 Sales company/
Trading/Wholesale(17) EEIZEE 29.4 | 235 Sales subsidiary(16) 93.8 5
(Note) This chart lists only the industry types for which valid responses were received from
at least five companies. (Note) “Remote work” means working from home and other places outside the office.

(Note) “Remote work” means working from home and other places outside the office. Copyright © 2022 JETRO. Al rights reserved. 100




Working Arrangements (After Covid-19 Gets Under Control):

3-9 | More than 60% of Companies Will Mainly Have Employees Commute

m As for post-Covid-19 working arrangements, the top response given was “As a general rule, all employees work at the
office.” at 40.0%, and when this is combined with the response “Mainly work at the office, but remote work is also partially
implemented.” (22.4%), 62.4% of companies are planning to adopt work systems requiring most employees to commute to
work.

m Compared to the survey results from April 2021, the response “As a general rule, all employees work at the office.” fell
by 16.1 points.

Post-Covid-19 Working Arrangements

Post-Covid-19 Working Arrangements (By Industry) (Compared to April 2021 Survey Results)

o

m As a general rule, all employees work at the office 20 40 60 (%)

= Mainly work at the office, but remote* work is also partially implemented

= Remote work and working at the office at the same frequency (1) As a general rule, all employees
Mainly remote work, but working at the office is also partially implemented work at the office
As a general rule, all employees work remotely
No policies 0 20 40 60 80 100 (%) (2) Mainly work at the office, but
. * 1 1
Total(125) IENCENFFARRTIN04 10.4 remote |vaglrgrfe?1|tse(()i partally
m Manufacturing(52) ICEEFEE 813 5
Automotive etc. parts(11) [INNEGNGET-IEN N0 . 1 (3) Remote work and working at the
General machinery(s) IR 2 5 office at the same frequency
Iron/Non-ferrous metals/Fabricated metal products(6)
Food(5) 20.0 (4) Mainly remote work, but working at

Precision machines/Medical equipment(5) 20.0" 20.0 the office is also partially implemented

® Non-manufacturing(73) 15-11'48-2

Information and communications(5) 20.0 (5) As a general rule, all employees

work remotely

o o
o

Mining/Energy(5)
Travel/Amusement(8) IEYAWIE25.0" 25.0

. 12.4
Sales company/ Sales subsidiary(21) 23.84.8 (6) No policies -
Transpori(9) 222

Trading/Wholesale(17) FEAMZEYANNFEYEES" " 11.8 = April 2021(105) = September 2021(125)

(Note) This chart lists only the industry types for which valid responses were received from
at least five companies.
(Note) “Remote work” means working from home and other places outside the office.

(Note) “Remote work” means working from home and other places outside the office.
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4. Supply Chains

Procurement Sources; More than 30% of Materials Procured from
A-1 | within Canada, Nearly 60% Procured from within CUSMA

m Respondents procured 31.5% of their raw materials and parts from within Canada, and procured 56.5% of their

materials from within CUSMA including the U.S. (23.6%) and Mexico (1.4%). From Japan it was 22.8%, which was 1.6 points

higher than last year (21.2%).

m When asked about their procurement policies going forward for sources, 12 companies were looking to expand their
procurement from the U.S., and 7 each said they would be procuring more from Canada (local companies), Japan, and ASEAN.

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

® Canada (Japanese companies

in Canada) _ .
Canada (Canadian companies) 17 0.6

<

4.8

0.3 (%)

Canada:
315

Canada (Other foreign affiliated

companies in Canada)
u.sS.

Mexico

Central and South America
excluding Mexico
® Japan
) # of respondents:79
® China

m Korea, Hong Kong, Taiwan <

ASEAN
23.6
Other countries of Asia and
Oceania 1.5

EU
UK

Other

(Note) Each company was asked to calculate the ratio for every country/region to account for
100% of its procurement in terms of monetary amount, and these numbers were then averaged.

Policies Going Forward for Procurement Sources of
Raw Materials/Parts

® Expansion Remaining the same  ® Reduction

(%)
Increase
(Companies)

0 20 40 60 80

Canada (Japanese companies

in Canada)(17) 1
Canada
(Canadian companies)(38) LB . 7
Canada (Other foreign affiliated
companies in Canada)(7) 0
us.(2) JER I
Mexico(12) 33.3 4
Central and South America 0
excluding Mexico(5)
Japan(44) RS y
china(19) [J§ 21.1 2
Korea, Hong Kong, Taiwan(14) 14.3 4
ASEAN(15) 46.7 7
EU(15) 3

(Note) This chart lists only the countries and regions for which valid responses were
received from at least five companies. Copyright © 2022 JETRO. All rights reserved.
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Sales Markets:

A-7  Canadian Market Accounts for Nearly 70%, CUSMA for 85%

m The Canadian market accounted for 68.6% of sales, while the CUSMA market including the U.S. and Mexico made up

85.0% of sales, and the Japanese market accounted for 10.4%. By industry, the Canadian market made up the largest
percentages of sales for sales companies/sales subsidiaries (89.0%) and those in precision machines/medical equipment

(83.4%).

m  When asked about their sales policies going forward in various markets, 21 companies (9 manufacturers, 12 non-manufacturers)
said they would be looking to expand sales in Canada, while 10 companies (5 manufacturers, 5 non-manufacturers) were
planning to expand sales in the U.S., these being the top answers.

Product Sales Markets (By Country/Region)

= Canada

0.4 1.9 (%)

uU.S.

0.4
0.6

Mexico 07
Central and South America
excluding Mexico(5)
= Japan 07—
" China 157 4 of respondents:91

® Korea, Hong Kong, Taiwan
ASEAN
Other countries of Asia and
Oceania

EU

Other

(Note) Each company was asked to calculate the ratio for every country/region to account

for 100% of its sales in terms of monetary amount, and these numbers were then
averaged.

Policies Going Forward for Product Sales Markets
(Manufacturers)

® Expansion Remaining the same ® Reduction (%)
Increase
0 20 40 60 80 100 (Companies)
Canada(35) 25.7 5. 9
U.S.(20) 25.0 5

Policies Going Forward for Product Sales Markets
(Non-Manufacturers)

m Expansion Remaining the same = Reduction
(%)
0 20 40 60 80 100  Increase
(Companies)
Canada(35) 34.3 8.6 "

010 ;
Japan(11) 18.2 2

(Note) This chart lists only the countries and regions for which valid responses were received
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_ _
Supply Chains and Human Rights:
H-1 Nearly 70% Recognize Human Rights as a Management Challenge

m Nearly 70% (68.3%) of respondents recognized human rights in the context of their supply chains as a management
challenge.

m By industry, among manufacturers at least three out of every four companies in the food industry saw it as a management
challenge, while among non-manufacturers, at least three out of four companies in trading/wholesale, in sales
companies/sales subsidiaries, and in transport were also of this view. The degree of recognition was 8.3 points higher for
large companies than for small and medium-sized enterprises, and so the results revealed a significant disparity in recognition
according to company scale.

Whether the Issue of Human Rights Is Recognized as a Management Challenge (By Company Scale)

mYes = No
0 20 40 60 80 100 (%)

Tota(126
Large company(s)

(Note) Large companies are companies with 50 or more employees total; small and medium-sized enterprises
are companies with fewer than 50 employees.

(By Industry)
0 50 100 (%) 0 20 40 60 80 100 (%)

® Manufacturing(54) 64.8 35.2 ® Non-manufacturing(72) 70.8

o5 sursoayizyy NN
Iron/Non-ferrous metals/ 66.7 333 Sales subsidiary(21) 76.2
Fabricated metal products(6) : : -
Precision machines/ “ 400 port(®)
Automotive etc. parts(11) 54.5 45.5 Information and “
communications(5) :
General machinery(8) 50.0 50.0 Travel/Amusement(8)

(Note) This chart lists only the industry types for which valid responses were received from at least five companies. Copyright © 2022 JETRO. Al rights resenved. | 104




| _
Supply Chains and Human Rights:
5-? | More than 60% Have Policies to Respect Human Rights

m More than 60% (63.7%) of companies said they have policies concerning respect for human rights in their supply chains.
By industry, we see that at least three out of every four companies have such policies in the trading/wholesale industry, in
sales companies/sales subsidiaries, and in general machinery.

m  Nearly 30% (27.3%) of companies said they are “seeking compliance with such policies from procurement sources,” while
around 40% (36.4%) said they “are not seeking compliance.” Many companies are demanding that their Canadian procurement
sources comply with such policies, with 29.4% of companies in trading/wholesale seeking such compliance from their procurement
sources in Canada.

Have Policies to Respect Human Rights in the Supply Chain Have Such Policies and Seeking Compliance by
(By Industry) Procurement Sources (By Industry, Multiple Answers)
= We do not have a policy in place, and we have no plan to establish one = Suppl!ers in Canada
We do not have a policy in place, but we plan to establish one = Suppl!ers in Jape_m
We have a policy in place, but we do not require our suppliers to adhere to it Suppliers exlcuding Canada and Japan
= We have a policy in place and require our suppliers to adhere to it Suppliers to require their suppliers
0 50 100(%) 0 20 40 60 80 (%)
Total121) [NETINO.9N36/4 I 656
® Manufacturing(52) 17.3 36.5 Total(32) _3 43.8
4.4
General machinery(8) 20.0 1 20.0 9.4
Food(s) 37.5 I 5.0
Precision machines/Medical equipment(5) [EIGh4 50.0 16.7 m Manufacturing(12) _333 50.0
Automotive etc. parts(10) 20.0 400X 16.7
Iron/Non-ferrous metals/Fabricated metal products(6) 40.0 60.0 N 60.0
: I 40.0
m Non-manufacturing(69) 4.3 36.2 29.0 ® Non-manufacturing(20) 35.0
Trading/Wholesale(17) [Es)s 36.8 .0
Sales company/ - 5) 5.9 I 62.5
pany/Sales subsidiary(19) l 1.2 _ 50.0
Trading/Wholesale(8) '

37.5

Mining/Energy(s) | INECOXVNINNN'20.0
Information and communications(5) [ 20.0

12.5
I /4.

Transport(8) 25.0 | 25.0 Tk Sales company/ N 44.4
Travel/Amusement(7) 28.6 Sales subsidiary(9) 0 44 .4
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Supply Chains and Human Rights: Nearly 30% Are Asked by
5.3 | Customers to Comply with Policies Respecting Human Rights

m The percentage of the respondents that said they “have” been asked by their customers to comply with policies related to
respect for human rights in the supply chain was around 30% (28.4%), with the most companies (22.4%) having received such
requests from their Canadian customers, while 6.9% said they had been asked the same by their Japanese customers. When
viewed by industry, the results showed that at least one in three companies in food, general machinery, and sales companies/sales
subsidiaries “have” been asked to do so by their Canadian customers.

Whether Customers Have Asked for Compliance with Policies Concerns and Preventive Measures Regarding Human
Concerning Respect of Human Rights (By Industry, Multiple Answers) Rights Violation Risks (Free-form
m Yes(clients in Canada) B Forced labor, etc., used to procure precious metals
= Yes(clients in Japan) [trading/wholesale]
Yes(clients in othe than Canada/Japan) . . .
No 0 20 40 60 80 100(%) M Child labor [chemicals/medicines]
Total(116) m.32.4 H Asour suppllgrs don’t know all the companies upstream in 'fhe
e 22.9 71.6 supply chain, it's hard to check whether human rights violations
W Manufacturing(48) % %< 6.3 70.8 are not occurring in such companies.
Food(5) === 200 40.0 00 [precision machines/medical equipment]
General machinery(8) 'U'_125 37.5 [ | Coj[ton producgd in the Xinjiang Uyghur Autonomous Region of
. 20,0 62.5 China, and child labor in Southeast Asia. We are requesting
Iron/Non-ferrous metals/Fabricated metal products(S) 20.0 60.0 survey participation and doing local audits, etc., as part of our
Precision machines/Medical equipment(S) OT 20.0 Group’s CSR procurement program (|Oca| audits SuspendEd
. 10.0 80.0 because of Covid-19) [sales companies/sales subsidiaries]
Automotive etc. parts(10) 10_0 80.0
— 00 ] '
m Non-manufacturing(68) =" 5.98-8 721
Sales company/Sales subsidiary(17) ™ £9 353 64.7
Trading/Wholesale(17) == ﬂ-é_l%?éA' 58.8

5.0
Transport(8) _12;5-52 250

~ catons(s) S5 298
Information and communications(5) =g= 20. 60.0

Travel/Amusement(8) -& 12.5 675

Mining/Energy(5) 8 0 100

. . . . . . . . Copyright © 2022 JETRO. All rights reserved.
(Note) This chart lists only the industry types for which valid responses were received from at least five companies.
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_
How Trade Agreements Are Being Used (Respondents):

6-1 | Over 50% Are Using Them, Nearly 50% Using CUSMA

m The percentage of respondents that were making use of trade agreements was 51.5%. Those that were using
CUSMA accounted for 46.8% of respondents, while those using CPTPP in trade with Japan accounted for 37.7%
of respondents.

m The utilization rates when exporting were high for the U.S. (CUSMA) at 33.3%, and for Japan (CPTPP) at 21.6%, and
the utilization rates when importing were also high for the U.S. (CUSMA) at 44.2%, and for Japan (CPTPP) at 37.0%.

Utilization of Trade Agreement Utilization of Trade Agreement for Exports from Canada
m Utilizing = Considering utilization = Not utilizing (no plan to utilize)
0O 10 20 30 40 50 60(%) 0 42 50 100 (%)
U.S.(CUSMA)(48) 62.5
Mexico(CUSMA)(32)
EU 27 countries(30) 33
CUSMA(62) _ 46.8 Japan(CPTPP)(37) NN S.1 I I
Other(CPTPP)(17) 5.l
IEEWCE $Z0 R Other(16) 6 G T
Mexico(CUSMA)(40) - 275 Utilization of Trade Agreement for Imports into Canada
. m Utilizing  Considering utilization = Not utilizing (no plan to utilize)
EU 27 countries(32) - 125 0 50 100 (%)
U.S.(CUSMA)(52) YV °.c N -V
Japan(CPTPP)(53) _ 31.7 Mexico(CUSMA)(33) G, |1 A
EU 27 countries(28) 14.3
Other(CPTPP)(19) - 158 Japan(CPTPP)(46) EETACENN 10.o N7 R
Other(CPTPP)(17)
.
Other(16) . 6.3 Other(14) 171 —
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How Trade Agreements Are Being Used (Companies Engaged in Exports or Imports):

6_2 55% Using Trade Agreements, 45% Are Using in Trade with Japan (CPTPP)

® Among companies engaged in exports or imports, 54.8% were using trade agreements. Those that were
using CUSMA accounted for 55.8% of companies, while those using CPTPP in trade with Japan accounted
for 45.5%.

m The utilization rates when exporting were high for Mexico (CUSMA) at 80.0%, for the U.S. (CUSMA) at 64.0%,
and for Japan (CPTPP) at 61.5%. The utilization rates for importing were high for Mexico (CUSMA) at 81.8% and
for the U.S. (CUSMA) at 56.1%.

Utilization of Trade Agreement Utilization of Trade Agreement for Exports from Canada
0 50 100 (%) m Utilizing Considering utilization = Not utilizing (no plan to utilize)
0 50 100 (%)
4.0
roi2) | >° US.(CUSMAY25)
cusvac) [ s Mexico(CUSMA®) 200

EU 27 countries(3) 33.3

us.cuswaysy [ 5+° Japan(CPTPP)(13) 15.4
Mexico(CUSMA)(14) _ 78.6 Utilization of Trade Agreement for Imports into Canada
EU 27 countries(10) - 40.0 m Utilizing = Considering utilization = Not utilizing (no plan to utilize)
0 20 40 60 80 100 (%)

sapancceTep)44) [ 55 U.S.(CUSMA)(41) S 12 2 I

Mexico(CUSMA)(11) [N o1 X1

otmerceTrr)4) [ 75 EU 27 countries(8) 250

Japan(CPTPP)(37) IZECEEE 10.c VNN
Other(CPTPP)(4)
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Impact of Trade Agreements:
O0-3 | Half or More Say CUSMA or CPTTP Has “Positive Impact”

m When asked about the effects that trade agreements have had, 50.0% of companies said that CUSMA had a
“positive impact,” and 53.6% said the same about CPTPP. Regarding the use of trade agreements, the top
information sources being used were “government offices, public institutions, and chambers of commerce” (58.1%),
followed by “parent company and main domestic clients” (43.0%) and “domestic related business companies”

(40.9%).
Impact of CUSMA (By Industry) Information Sources Being Used (Multiple Answers)
m Have a negative impact overall 0
Have positive and negative impacts to the same degree 0 20 40 60 (%)
= Have a positive impact overall ) o
Have no impact Government offices/public institutions/ _ 58.1
Do not know chambers of commerce
0 200 40 60 80 100 (%)
3.6 3.6 Parent company/main domestic clients _ 43.0
Total(28) f143 286
m Manufacturing(15) [IEEEICHNNNG.7 200 20.0 Domestic related business companies _ 40.9
® Non-manufacturing(13) i?.? 38.5
Sales company/Sales subsidiary(8) [ IIEGEEXI™E12.5 25.0 Staff in your company _ 35.5

Impact of CPTPP (By Industry)

m Have a negative impact overall
Have positive and negative impacts to the same degree

Web/SNS/TV 32.3

N

® Have a positive impact overall Industry associations 9.0
Have no impact
Do not know Participation in a seminars/brochures - 24.7
0 20 40 660 80 100 (%)
3.
Total(28) 17.9 25.0 Clients in the export country - 215
m Manufacturing(14) RN 21.4 214
m Non-manufacturing(14) [SATEEN143 28.6 Other private support companies such as
, consulting firms 8.6
Trading/Wholesale(5) 20.0
Sales company/Sales subsidiary(8) 50.0 25.0 25.0 Other 1.1 # of respondents:93

(Note) This chart lists only the industry types for which valid responses were received from
at least five companies. Copyright © 2022 JETRO. All rights reserved. 109




Changes in Trade Environment:

/-1 Close to 20% Report “Negative Impact Overall”

m |n terms of the impact from changes in the trade environment, 40.7% of respondents answered “have no impact,” with
another 31.4% saying they “do not know,” and with 16.9% reporting a “negative impact overall” (20.4% last year).

m Compared to last year, the percentage of respondents who said they “do not know” rose 8.0 points, while that of
respondents reporting “have no impact” dropped 8.9 points. By industry, a “negative impact overall” was most highly
reported by respondents in the transport (66.7%), general machinery (42.9%), and food (40.0%) industries.

Impact of Change in Trade Environment on 2021 Earnings Impact of Change in Trade Environment on Earnings
(By Industry) (Prior Year Comparison)
= Have a negative impact overall 0 20 40 60 80 100 (%)
Have positive and negative impacts to the same degree 44 22

m Have a positive impact overall
= Have nﬁ impact 2020 (137) 20.4 49.6
Do not know )
Other 0 L 50 100 (%) |-
Total(118) 0.8 '

General machinery(7)
Food(5)

Automotive etc. parts(11)

Precision machines/Medical equipment(S) B Canada has not placed tariffs on aluminum ingot exports to
Iron/Non-ferrous metals/Fabricated metal products(6) 66.7 the U.S.
m Non-manufacturing(66) ¥ %m- 1.5 [trading/wholesale]
Transport(6) 66.7

Sales company/Sales subsidiary(19) [ 1585 579 | 5.3
Trading/Wholesale(17) Ell h

Mining/Energy(5) B We do not handle products affected by restrictive measures
Information and communications (5) [iron/non-ferrous metals/fabricated metal products]

Travel/Amusement(7)

B Given our small business scale, the overall impact is negligible

recision machines/medical equipment
(Note) This chart lists only the industry types for which valid responses were received from [p quip ]
at least five companies. Copyright © 2022 JETRO. All rights reserved. 110




7. Impact of Changes to
Trade Environment

Impact by Policy:
(-2 Tariffs Imposed by US/China Are a Major Negative Factor

m In terms of specific policies having a negative impact, “retaliatory tariffs by China against the U.S.” were cited

the most, by 55.0% of respondents. This was followed by “additional tariffs under Section 301 of the U.S. Trade

Act.” “additional tariffs imposed on US steel and aluminum,” and “export control and strengthening

regulations on investment by Canadian government,” cited by 35.0% of respondents.

Specific Policies Having Negative Impacts
(Multiple Answers)

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

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

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

Export control and strengthening
regulations on investment by Canadian
government

Safeguard measures imposed on the
importation of heavy plate and stainless
steel wire

Export control and strengthening
regulations on investment by the US
government

Export control by Chinese government

Do not know

Other

0

20

40 60 (%)

I 550

I 350

I 350

I 350

BN 200

B 150

B so
B so
B so

# of respondents:20

Specific Negative Impacts from Changes

in Trade Environment (Free-form

Fewer exports to China being made by us or our
customers
[precision machines/medical equipment]

Persistently high additional Chinese import duties
caused by US-Chinese trade frictions [food]

Given up importing from China because of high tariffs
[trading/wholesale]

Procedures involving raw materials/parts delivered to us
via the U.S. have become more complicated
[automotive etc. parts]

Fewer investment opportunities and less distribution
[finance/insurance]

Product import restrictions [sales companies/sales
subsidiaries]

Skyrocketing raw material costs [automotive etc. parts]

111
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Management Challenges: “Slow Development of New Customers,”
8-1 | “Rising Logistics Costs” Take Top Spots

m The top management challenge cited by respondents was “slow development of new customers” (51.6%). “rising
logistics costs” (50.0%) and “rising procurement costs” (46.0%) were the top answers given in terms of supply chain
problems as well.

m Regarding “other” specific challenges, respondents cited supply chain issues including the “semiconductor shortage”
and “port congestion,” as well as human rights issues including “employee-focused labor laws.”

Management Challenges (Multiple Answers) “Other” Specific Challenges (Free-form)

0 50 (%) B Influx of parallel goods, soaring logistics costs [sales companies/sales
subsidiaries]
Slow development of new customers NN 516 = The semiconductor shortage (product shortages/inability to secure
Rising logistics costs N 50.0 enough products because of production decreases; production

. declines resulting from semiconductor shortage) [sales
Rising procurement costs NN 416.0 . o
companies/sales subsidiaries]

Increase in wages of employees | INEEEENNNEN 40.3 B Product shortages caused by lack of microchips [sales
Difficulty in recruiting workforce (general staff) [N 38.7 companies/sales subsidiaries]
Quality of employees I 34.7 Port congestion [sales companies/sales subsidiaries]

Intense competition with Mexican companies [automotive etc. parts]
Difficulty in recruiting workforce (engineers) 33.1 Employee-focused labor laws [sales companies/sales subsidiaries]
Environmental regulations NN 32.3

Lower interest rates, enhanced supervisory standards
Reduced prices of competitor products [N 26.6 [finance/insurance]

Retention rate of employees NN 25.0 Market interest rate fluctuations [trading/wholesale]
pioy ' Revisions to capital regulations [finance/insurance]
Labor regulations [ 25.0

Sales efficiency improvements [retail trade]
Decrease of orders from business partners _ 242 Changes il"l personal consumer behaVior [Other manufacturing]
Delivery dates management [ 23.4

Fluctuations in price of gold, increased startup costs, deficienciesin
operators’ abilities, impact of Covid-19 on operations [mining/energy]
Development of a flexible work system SN 22.6 B Fewer customers coming into stores [automobiles etc.]
Difficulty in quality control NN 22.6 Covid-19 [travel/amusement]
. 018 Cyperattacks or cyber_security [sales companies/sales subsidiaries]
[railway/transport vehicle etc. parts]

Fluctuations in the exchange rate

Sluggish sales in major markets (low consumer spending) I 19.4 m Electrification [automotive etc. parts]
Tax burden (corporate tax, transfer pricing taxation, etc.) [l 18.5 B Launching new ventures apart from logistics [trading/wholesale]
B Building close relationships with indigenous,\tribesJRmining/ener%y]
(Note) Only the top response items are listed in this chart.  # of respondents:124 Copyright © 2022 JETRO. All ights reserved. ~ | 112



8. Management Challenges
and Responses

Responding to Management Challenges: “Differentiate from Competing
8-2 | Products,” “Comply with Various Regulations” Take Top Spots

m When asked about what countermeasures they were taking to address management challenges, over 40% of

respondents said they were working to “differentiate from competing products” (49.2%), “comply with various

regulations” (44.9%), and “introduce remote work/web conferences” (44.1%).

m In terms of specific countermeasures being taken, respondents cited going online with aspects of their education

system such as “training” or “training in Japan/locally,” and cost-cutting measures including “surcharges to pass logistics

costs onto business partners.”

Countermeasures for Management Challenges (Multiple Answers) Specific Countermeasures (Free-form)

Differentiation from competing products
Compliance with various regulations
Introducing remote work and web conferences
Enhancing internal communication
Reviewing suppliers of materials/parts and procured contents
Review and strengthening of sales method
Increasing wages
Developmenoneproducts
Improving the work environment (enhancing benefits, etc.)
Strengthening customer service
Reviewing delivery contracts and delivery methods
Reducing expenses other than payroll
Reviewing prices of products (or services)
Review of production and supply system
Encouraging automation and labor reduction
Utilizing advertisements and SNS
Encouraging recruitment of local staff
Utilizing experts
Exchange reservation, change of payment method
Enhanced security

Reviewing financing methods
Shortening delivery times

(Note) Only the top response items are listed in this chart.

0 20 40 (%)

I 49.2
I 44.9
I 441
I 39.0
I 38.1
I 37.3
I 34.7
I 33.9
I 32.2
I 288
I 8.8
I 6.3
I 237
I 22.0
I 212
I 195

N 16.9

BN 153

BN 153

N 144
127

Bl 119

# of respondents:118

Gather information, deal with environmental regulations as needed
(electrification, zero-emission cars, greenhouse gases) [trading/wholesale]

Flexibly adjust working hours, explore non-travel business areas
[travel/amusement]

Provide product information/digitalize training etc. in a way that is
appropriate for the current remote work environment [sales companies/sales
subsidiaries]

Hedge risks, strengthen monitoring of expenditures, enhance engineering
reviews [mining/energy]

Expand in-house education system [railroad/industrial vehicles etc. parts ]

Enhance training in Japan/locally (virtual) [electrical machinery/electronic
devices]

Negotiate/request sale price increase with/from customers, request quality
accommodations, reduce costs [automobiles etc.]

Surcharges to pass logistics costs onto business partners [sales
companies/sales subsidiaries]

Increase inventory volume [sales companies/sales subsidiaries]

Leverage various products, optimize fixed-point observation, upgrade
information network [finance/insurance]

Enhance security using external specialized firm [travel/amusement]

Further develop new business areas (including investments), enhance ties
with US regional headquarters [trading/wholesale]

Procure funding from head office, develop products matching customer
needs [automotive etc. parts] Copyright © 2022 JETRO. All rights reserved.
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Use of Digital-Related Technologies:

O-1 | Over 50% Are Using Digital Technologies

m More than 50% of respondents said they are already using digital technologies.

m Regarding the advantages of using these technologies, respondents’ top answers were “stabilization/enhancement
of product/service quality” (47.7%), “ability to address the issues of increasing wages and labor shortage” (46.6%),
“reinforcement of marketing; expansion of customer base” (40.9%).

How Digital Technologies Are Being Used Advantages of Using Digital Technologies
(By Industry) (Multiple Answers)
m \We are already utilizing such technologies 0 10 20 30 40 50 (%)
We plan to utilize such technologies
= We have no plan to utilize such technologies Stabilization and enhancement of I 7
We do not know at this point the quality of products/services '
0 50 100 (%) Ability to address the issues of _ 46.6
5.6 increasing wages and labor shortage :
Total(125) 208 i _ .
Reinforcement of marketlng; _ 40.9
m Manufacturing(54) 16.%! expansion of customer base .
Precision machines/Medical equipment(5) 20.0  Ability to streamline and optimize developMENt  p— 2 /
) production processes and operation )
Automotive etc. parts(11) 27.3 =
Ability to create new products/ I 2o
General machinery(8) services and business models :
Food(5) 20.0 Ability to offer products/services . 0
. that fit the needs of each customer )
Iron/Non-ferrous metals/Fabricated metal products(6) 16.7 X
m Non-manufacturing(71) 23_94! Ability to "visualize” and acquire skilled techniques | NIl 17.0
Sales company/Sales subsidiary(20) =0 = Making it easier to conduct cross-border business [l 9.1
Information and communications(5) 20.0
Travel/Amusement(8) 250 Lowering barrier to entering business [l 5.7

Transport(8) 25.0
Mining/Energy(5) 40.0

The merit of utilizing digital technology is small 0

# of respondents:88

Trading/Wholesale(17) 353 K We are unsure of any merit | 1.1
(Note) This chart lists only the industry types for which valid responses were Other I 1.1
received from at least five companies. Copyright © 2022 JETRO. All rights reserved. 114



.
Use of Digital-Related Technologies: Nearly 60% of Companies
O-2  Using E-Commerce, Cite High Costs as a Challenge

m In terms of digital technologies that are already being used, the top answer was “electronic commerce (EC)” (58.6%), while
most respondents cited “data accumulation and/or management platform” (51.0%) as a technology they were considering
using.

m  While respondents generally demonstrated a high level of interest in policy issues relating to sensitive information, such as
sensitive information subject to legal regulations and transfers of such information across national borders, nearly half of
respondents indicated “nothing in particular” when it came to specific policy issues of interest.

Technologies Already Being Used (Multiple Answers) Technologies Being Considered For Use (Multiple Answers)
0 10 20 30 40 50 60(%) 0 10 20 30 40 50 60(%)
E-commerce _58.6 Data accumulation and/or management platform NN 51.0
Data accumulation and/or management platform NN 41.4 loT I 32.7
Robots I 22 4 Artificial intelligence (Al) NN 32.7
loT I 22.4 Big data I 06.5
Big data NG 20.7 E-commerce I 2?.4
Avrtificial intelligence (Al) N 13.8 Robots I 12.2
3D printing N 12.1 3D printing NN 8.2
Fintech B 1.7 Fintech @ 2.0
Other | 0 # of respondents:58 Other W 2.0 # of respondents:49

Policy Issues of Interest in the Use of Digital Technologies

(Multiple Answers)
0 10 20 30 40 50 (%) 0 10 20 30 40 50 (%)

Challenges in Using Digital Technologies (Multiple Answers)

The cost of adoption/operation is high N 43.1  Sensitive information subject to laws and regulations s 36.8

Shortage of engineers who can manage digital technologies [IINNEIEGEGEN /3.1 Cross-border transfer of sensitive information 24.8

Itis difficult integrate digital technologies oy >3 4 Digital taxes [l 8.5
into our existing internal infrastructure ' Requirement of installing a server and/or requirement of . ss
: storing data within the country :
No prospect for sales that matches the value of the investment [ 19.8
Requirement for technology transfer [l 5.1

There is a risk of information leakage [ 14.7
Requirement of disclosing source codes and algorithms [l 3.4

Lack/shortage of suitable external partners [l 12.1 # of respondents:117
Other I 0.9
We are unsure of any challenge [ 12.1 Nothing in particular 504
(Note) Only the top response items are listed in this chart.  # Of respondents:116 Copyright ©2022 JETRO. Allrights reserved. | 115



Decarbonization Efforts:
10-1| Morethan 40% of Companies Are Engaged in Decarbonization

m 43.2% of respondents said they are already making efforts in decarbonization. Among large companies this answer was
given by 52.2% of respondents, while among small and medium-sized enterprises it was given by just 32.8%. Meanwhile,
34.4% of respondents had no plans to undertake such efforts. By industry, the food (100%) and iron/non-ferrous
metals/fabricated metal products (66.7%) industries saw the most affirmative responses.

m Regarding the reasons for undertaking decarbonization, the top response was “instruction/recommendation from the
headquarters (parent company)” at 66.7%, followed by “regulations and/or preferential treatments set by the central/local
governments in the country/region of our operation” (42.0%).

Decarbonization Efforts (By Industry, By Company Scale) Reasons for Undertaking Decarbonization (Multiple Answers)

= \We are already making efforts 0 20 40 60 (%)
We have not made any effort yet, but we are planning to do so
Because of the instruction/recommendation
= We have no plan to make any effort from the headquarters (parent company) _ 66.7
0 50 100 (%) . .
Because of the regulations and/or preferential
Total(125) 22.4 treatments set by the central/local governments _ 42.0
m Manufacturing(54) 241 in the country/region of our operation
Food(5) 100 Request from consumers - 23.5
Iron/Non-ferrous metals/Fabricated metal products(6) [ NG 16.7 N
Automotive etc. parts(11 455 D Because of the instruction/request
p. (11) 1 from a customer (Japanese) - 19.8
General machinery(s) N2 SN
Precision machines/Medical equipment(5) Request from investors [l 17.3
® Non-manufacturing(71) 21.1
Trading/Wholesale(17) [ 17.6 EE: Because of the instruction/request Bl 1s0
Transport(s) [IEIL2. from a customer (Non-Japanese) :
Sales company/Sales subsidiary(20) 25.0
Mining/Eneroy(5) Requestrom employees. [l 14.8
Travel/Amusement(8) ¥ 37.5 50.0
Information and communications(5) 40.0 N Request from the public and/or NGOs - 12.3

Large company(67) 26.9
Small or medium-sized company(58) [JIEEEIN 17.2 IE N other [l 12.3

(Note) This chart lists only the industry types for which valid responses were received from at least five companies. # of respondents:81
(Note) Large companies are companies with 50 or more employees total; small and medium-sized enterprises are
companies with fewer than 50 employees. Copyright © 2022 JETRO. All rights reserved. 116




Nature of Decarbonization Efforts:

10-2 “Conservation of Energy/Resources” Cited by Nearly 60%

m Regarding the nature of these decarbonization efforts, the top answer given was “conservation of
energy/resources” at 58.0%, followed by “developing of new environmentally-friendly products” (33.3%) and
“social contribution activities” (28.4%).

Nature of Decarbonization Efforts (Multiple Answers) Specific Efforts (Free-form)

0 20 40 60 (%) B Expand sales of energy-saving high-efficiency products, support
conservation industry associations [sales companies/sales subsidiaries]

Conservation of energy/resources || EGTENGKTTIGEGEGEGEE 5.0 m  Develop electric vehicles [sales companies/sales subsidiaries]

Participate in funds that look to invest in startups engaged in reducing

Development of new B 333 reenhouse gas emissions [mining/energy]
environment-friendly products ) g 9 ¢ o

_ o o B Reducing electricity used at peak hours by storing nighttime power [iron/non-
Social contribution activities || || N 25.2 ferrous metals/fabricated metal products]

Consider investing in companies that have decarbonization technology

Procurement of renewable I 2 :
energy/new energy . [trading/wholesale]

o B Reduce greenhouse gas emissions by deploying dump trucks with trolley
Electrification of energy sources _ 24.7 assist systems powered by electricity [iron/non-ferrous metals/fabricated

metal products]
Restriction on employee travel, etc. || Bz 17.3

Prohibiting creation of paper-based manuals, use of paper-based
guides/application forms [retail trade]

Challenges in Decarbonization Efforts (Free-form)

B Restrictions on activities for social or environmental reasons as a result of
the spread of Covid-19 [food]

Requesting suppliers to
decarbonize B 1

Purchase of emission reduction W 49
credits in the market )

Use of energy sourced

from nuclear power 0 B Monetizing decarbonization [mining/energy]
Other - 8.6 B We are engaged in the hydrogen busmess.,.but because theT mdugtry is still
undeveloped, there are very few opportunities for commercialization
# of respondents:81 [trading/wholesale]
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