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Outline of the survey

Purpose of the survey: The purpose of the survey is to grasp the actual conditions of Japanese-affiliated business activities operating
overseas and to provide the results to a wide range of Japanese companies and policymakers.

Survey method: A questionnaire was distributed and collected online to 19,143 Japanese companies in 86 countries and regions overseas
selected using JETRO's overseas office network (local subsidiaries with a Japanese equity stake of 10% or more and
branches and representative offices of Japanese companies). Effective responses were obtained from 7173 companies. The
effective response rate was 37.5%.

Characteristics of this year: The latest trends are reported on the outlook for performance in each country and region and the status of
responses to new issues amid the increasingly complex environment surrounding international business, such as Russia's
invasion of Ukraine and China's zero corona policy.

Contents of this report: This report presents the results of following common questions worldwide, prior to the survey results by major
region.; I. Operating Profit Forecast, 1l. Future Business Development Plan, I1l. Human Resource Management/Wage, V.
Human Rights Policy in Supply Chain, and V. Decarbonization Initiatives

Overview of the surveys in each region

. . Number_ of e UL . Target countries and
Regional segmentation Bu3|nes§es Respondgnts Response rate Survey period regions
(companies) (companies)
North America 2025 | 925 | 45.7% | September 7-30 2 countries
Latin America 730 482 66.0% August 24-September 28 7 countries
Europe 1445’ 857 50.3% 1-26 September 22 countries
Russia 106 62 58.5% 14-30 September 1 country
Asia and Oceania (Note) 14,290 4392 30.7% August 22-September 21 20 countries & regions
Middle East 245 224 91.4% 8-30 September 10 countries
Africa 302 231 76.5% From September 8 to 30 24 countries
Total for all regions 19,143 7173 37.5% 86 countries & regions

(NOTE) Includes Northeast Asia (China, Hong Kong, Macao, Taiwan, South Korea), ASEAN (excluding Brunei), Southwest Asia (India, Bangladesh, Pakistan, Sri Lanka) and Oceania (Australia,

New Zealand). ) )
Copyright © 2022 JETRO. All rights reserved 2



4
Key Findings

1. Zero-COVID policy worsens business performance and hinders business expansion

65% of the approximately 7,000 Japanese companies operating overseas are expected to achieve profitability in 2022, but
losses in the automotive parts industry and other industries will increase. Due to the Zero-COVID policy, more than 40% of
companies in China suffered deterioration in business performance. Exceed the rate of improvement.

45% of enterprises expand their business locally in the next 1-2 years. Not returning to the level before the COVID-19
pandemic. Cost increases are a drag. On the other hand, the reluctance to invest recovered in the fields of human resources
and food and beverage services due to the lifting of operational restrictions and behavioral restrictions.

2. Accelerate supply chain review and localization of management. Emerging trend of expatriate staff

reduction in Asia.

60% of manufacturers and a majority of total will work to review their supply chains in the future. The strategy of
localization of procurement, production, and sales is accelerating due to soaring raw material and transportation costs and the
emergence of supply disruption risks.

Over the next one to two years, the number of expatriates will be reduced compared to the level before the new corona crisis,
while the number of local employees will increase. The evacuation and temporary return of expatriates in the event of the
COVID-19 pandemic, as well as the establishment of remote operations, have also accelerated localization.

3. More than double the number of enterprises engaging in green procurement from the previous year.

X/
°

The delays in the initiative lead to opportunity losses in the market.

30% of companies implement human rights due diligence (HRDD). In Europe, where legislation is progressing, requests from
business partners support HRDD implementation. At SMEs, however, the issue is "understanding of human rights."

More than 40% of enterprises have "already engaged in efforts" with regard to decarbonization (reduction of greenhouse gas
emissions), an increase of nearly 10% over the previous year. More than twice the number of enterprises engaging in green
procurement (requiring suppliers to de-carbon). There is also a risk that unmet transactions opportunities will be limited as
awareness of reduction spreads rapidly throughout the supply chain.

Copyright © 2022 JETRO. All rights reserved 3



I. Operating Profit Forecast

1 Profit forecast in 2022 i1s the same level as in 2019,
before the COVID-19 pandemic

m  64.5% of respondents expect to be profitable in 2022, while 17.6% expect to be unprofitable. The share of companies earning
“profit" increased by 1.9 points from the previous year (62.6%), being on par with the level in 2019 (65.0%) before the pandemic.

m  The ratio of “loss” is high for “Hotels and Travel” (60.5%) because of the continued COVID-19 effects. Its ratio in face-to-face
service industries such as "retail” and "eating and drinking" remain high. Among manufacturing industries, the share of loss in

"Transportation equipment parts™ is the largest.
Projected operating profit in 2022 Expectations by major industry
) P gp (Top 5 industries with surplus/deficit ratios)

n=6.879 Top 5 industries with high ratios of profit
0% 20% 40% 60% 80%  100%

Information and communications
equipment and office equipment (n=39)

Non-banks (n=155)

Sales companies (n=827) -
Transportation and warehousing (n=399) .

Electrical and electronic equipment

Breakeven Profit . (n_=167_) . .
17.9% 64.5% Top 5 industries with high ratlootg/]; loss S 0% 6% 8% 100%
Hotels and travel (n=76) 60.5
Retail (n=65) 35.4
Food and beverage (n=37) 5.1

II

Transportation equipment parts

(automobiles/motorcycles) (n=462) 32.5

Clothing and textiles (n=79) 29.1

(NOTE) Only industries with n>=30 are listed Copyright © 2022 JETRO. Al rights reserved 4




I. Operating Profit Forecast

9 Proportion of profitable enterprises, increase in all regions
except Northeast Asia

m  The proportion of profitable enterprises increased from the previous survey every regions except for Northeast Asia. In Northeast
Asia, “profit” fell 7.3 percentage points to 64.9% in China, which account for the most in its region. Economic activity restrictions
associated with the zero-corona policy affected.

m Hong Kong also fell 8.4 percentage points to 62.9%, the second lowest level since 2008 after 52.4% in 2020. Russia, under economic
sanctions due to its invasion of Ukraine in February, has recorded a “loss” of 50%.

Operating Profit Forecast for

Trends in proportion of profitable enterprises (by major region) Major Countries and Regions in 2022

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

80% ST America Korea (n=83) 6]
/ N Northeast

ASEAN . 'S Asia Netherlands (n=90) | NEGEGNEEIEEEE: . (X

' Singapore (n=388) [ NEEE- N 57 X

Indonesia (n=339) [HIEGNEE 39

United Kingdom (n=100) |70

India (n=267) | AT 13 5 7

Germany (n=278) |IIEIEGGIEEY I 122 v

\ / UAE(n=102) I 255

/ / 62.6 Brazil (0=102) | 176

/N~ \ | Total for China (n=692) XN 164

48.0 all regions  united states (n=781) [N 21270

\'v / Thailand (n=527) 18.6

Hong Kong (n=267) 247 OO

50% \‘, 50,'3 ~ _
\\ I/ ~ ~

V.
40% \.' SOUthwe\t l France (n=63) 20.6

Asia \/ South Africa (n=45) | 311 X
Vietnam (n=558) 19.7
30% Mexico (n=212) AT 16.0 BETCIN

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 Russia (1=62) [IIE 145 G
Notes: 1. The ratio of surplus, deficit, and equilibrium in the operating profit outlook are by major region. B Profit Breakeven MLOSS
The figures from 2008 onward, which can be obtained in parallel, are used for comparison.
2. In addition to the regions listed above, total for all regions includes Russia (2013, 2015-22), (NOTE) Hong Kong includes two companies in Macau
Oceania (2008-2022), the Middle East (2015-2022) and Africa (2013-2022) Copyright © 2022 JETRO. Al rights reserved 5



I. Operating Profit Forecast

3 In China, the percentage of “decrease” in profit from the
previous year exceeds “increase”.

m  40.1% of enterprises expects “increase" in their operating profit in 2022, compared to 2021, down 6.0 percentage points from the
previous year. "Decrease" was 25.5%, up 5.1 points. “Decrease” was over 70% in Russia and over 40% in China.

m DI figures indicating business confidence (Note) are a negative 5.2 points in Northeast Asia as the lowest among the major regions.
Europe, which was also affected by soaring energy prices, marked 14.1 points, lower than the average of 14.6 points in all regions.

(NOTE) Abbreviation of Diffusion Index. In this survey, year-on-year changes are calculated by subtracting the percentage of enterprises that “decreased" from the percentage of enterprises that "increased."

Operating Profit Forecast in 2022 (Compared to 2021) Trends in DI by Major Region (2008-2022)
0% 20% 40% 60% 80% 100% 50

Total for all regions (n=6851) [ENKEEE 344
India (n=261) NIV 29 %1
Vietnam (n=553) 29.8 30
Indonesia (n=336) 29.8
Netherlands (n=90) 30.0
Brazil (n=102) 353 EXH R
Singapore (n=385) 35.8 10 . 14.6
United Kingdom (n=99) 384 [ 3
Mexico (n=213) 30.5 -11
United States (n=778) 33.7 10
Thailand (n=526) 32.9
Korea (n=82) 39.0
France (n=63) 46.0 15.9
Germany (n=280) 38.6 -30
UAE(n=102) 52.0
South Africa (n=45) 42.2
China (n=690) 31.3 50
Hong Kong (n=265) 415 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Russia (n=62) 145N

HIncrease Remain the same MW Decrease

\
. 43.2 N\
;

Southwest Asia

Northeast
Asia

Total for
all regions

-40.1

*North America

(NOTE) In addition to the regions listed above, total for all regions includes Russia (2013, 2015-22),
Oceania (2008-2022), the Middle East (2015-2022) and Africa (2013-2022).
Copyright © 2022 JETRO. All rights reserved 6



I. Operating Profit Forecast

4 | DI was negative in China, down 30 points from 2021

m  The DI in China dropped by 29.8 points from 2021, the largest decline among the 5 major countries. The DI in India is over 50
points, second highest level since the previous year. The DI in Viet Nam rose to 30 points.

= In Germany, DI increased by 87.1 points in 2021, but decreased by 29.5 points in 2022. The DI in the US also decreased. It is
mainly due to cost burdens such as "higher logistics costs" and "higher raw material and parts procurement costs."

Trends in DI in the 5 Major Countries (2020-2022) (NOTE) L. Units are points.

China [Improvement — Deterioration]

40
I14.7

20

o

20 -15.1

-23.4

Mincrease MDecrease = DI
2020 2021 2022

-60

Industries with a particularly high proportion of
profit “decrease" in China

1. Transportation equipment and parts : 47 companies
(60.3%)
2. General machinery : 14 companies (56.0%)

Worsening factor in China (top order) (n=288)

1. Impact of Behavioral Restrictions Caused by the
COVID-19 pandemic 55.6%

2. Rebound decrease attributable to COVID 46.5%

3. Increase in material and parts procurement costs 45.8%

2. "Deterioration" is expressed as negative.

Vietnam [deterioration — improvement] India [Improvement — Improvement]

60
40
20

0

2020

2021

70

35

-35
-50.3

-70
2022 2020 2021 2022

Germany [Improvement — Improvement] U.S. [Improvement — Improvement]

60
40
20

0

-20

-40

-60

2020

-46.2

(NOTE) n is the number of Japanese enterprises in China that answered “decreased."

F40.9

2021

40 F 34.7
20

-42.0

2022 2020 2021 2022

Copyright © 2022 JETRO. All rights reserved



I. Operating Profit Forecast

5 Apparel, hotels, and travels are getting better with the
progress in easing COVID-19-related restrictions

m Profit "increase"” in apparel and textile products exceeded 50% due to increased demand associated with more opportunities to go
out. On the other hand, “decrease” is nearly 40% in parts for transportation equipment. Rising raw material and parts procurement
costs and constraints on the supply of automotive semiconductors had an impact.

m In non-manufacturing, approximately 70% of enterprises responded “increase” in "hotels and travel,”" "food and beverage™ due to
the impact of the lifting of restrictions attributable to the COVID-19, and “Placement/Recruiting and temporary staffing” because
of the improvement in the labor market led by the economic recovery.

Operating Profit Forecast for 2022 Operating Profit Forecast for 2022
(Manufacturing Industry, Compared to 2021) (Non-Manufacturing Industry, Compared to 2021)
0% 50% 100% 0% 50% 100%
mAll manufacturing industries (n=3,144) 30.7 mNon-Manufacturing Industries Total (n=3,707) 40.2 37.6 222
| Apparel and textiles (n=80) Hotels and travel (n=75) |3 ]
Processed food products (n=223) 28.3 Placement/Recruiting/Temporary Staffing (n=30) 2339
Precision equipment (n=60) 3.3 Food and beverage (n=37)
Rubber products (n=87) 21.8 Transportation and warehousing (n=398) 51.3 26.1
General machinery (n=305) 305 Consulting (n=87) 425 10.3
Fiber (n=56) 232 Retail (n=67) 32.8
Pharmaceuticals (n=40) 45.0 125 Wholesale (n=122) 24.6
Medical equipment (n=57) 26.3 Real estate (n=68) 441
Ceramics, stone and clay (n=46) 21.7 Electricity, gas, etc. (n=43) 46.5 14.0
Transportation equipment .
(automobiles/motorcycles) (n=124) 25.0 Legal, accounting, tax, etc. (n=46) 39.1
Electrical and e'?ﬁtlggis‘j equipment parts 345 Communication, IT, etc. (n=228) 40.8
Metal products (n=205) 30.7 Sales companies (n=825) 36.6
Chemicals and petroleum products (n=251) 32.3 Banks (n=92) 48.9
Electrical ai?st;[llgc?rrgr?il::c;gi];r%ii o Construetion and plants (n=257) 393
(n=168) 38.1 Trading companies (n=744) 42.9
Non-ferrous metals (n=79) 36.7 Mining (n=38) 34.2
Steel (n=94) Non-banks (n=155) 36.8
(automobiles/motorcycles) (n=459) Holding and holding company (n=39) 64.1
mincrease WRemain the same mDecrease mincrease WRemain the same mDecrease
(NOTE) Only industries with n=40 or more are listed. (NOTE) Only industries with n=30 or more are listed.



1 Willingness to expand business, unable to reach before
the COVID-19 crisis

m In the next one to two years, 45.4% of enterprises responded that they will “expand” their local business. Remained almost
unchanged from the previous year and did not reach the level of 2019 (48.9%) before the outbreak of the COVID-19.

m Ratio of expansion is over 70% in India and 60% in Vietnam. On the other hand, Russia’s “reduction” and “withdrawal or
relocation to third countries” together account for nearly 60%. In China, too, a decline in the percentage of expansion from the
previous year (40.9% = 33.4%) is noticeable.

Direction of Business Development for the Next 1-2 Years

(by Major Countries and Regions) Trends in the Percentage of ""Expansion’ by Major Region

Total for all regions (n=7094) 45.4 49.6 | 70%
India (n=269) 72.5 24.5 1
Vietnam (n=597) 60.0 38.9 I
UAE(n=104) 56.7 40.4
Brazil (n=107) 54.2 40.2 |
Mexico (n=222) 51.4 46.8 | 60%
Netherlands (n=90) 51.1 45.6 | -
— -
U Korea (2—83) 49.4 45.8 >-—- = \éSEAN
nited States (n=783) 48.7 47.0 | ® O
South Africa (n=46) 47.8 47.8 o ‘
Indonesia (n=362) 47.8 50.6 I 50% N
Germany (n=280) 47.1 48.2 [
Singapore (n=397) Z; 228 I K SETEIVR | ey, -
France (n=563) 41.3 49.2 | o’ . #.
Thailand (n=536) 40.3 55 6 | Total for
United Kingdom (n=99) 37.4 58.6 40% ¢ all regions
China (n=697) 33.4 60.3 |
Hong Kong (n=284) 18.3 72.5 | Northeast
Russia (n=60) [ 41.7 48.3 8.3 Asia -
0% 20% 40% 60% 80% 100%
: Popos 30%
BEXxpansion m®To maintain the current status 2016 2017 2018 2019 2020 2021 2022

Reduction Withdrawal/ Relocation to third countries
Copyright © 2022 JETRO. All rights reserved.




II. Future business development

High appetite for business expansion in industries such as
placement and recruitment

m Asin the previous year, high appetite for medical equipment and food/processed agricultural and fishery products. In non-
manufacturing industries, replacement/recruitment and food & beverage ranked high. Strong demand for human resources due to the
lifting of operating regulations and behavioral restrictions, and a recovery in restaurant demand supported the growth.

m Less than 10% of Hong Kong and China expect to shrink, relocate or withdraw. "Increase in costs" is the largest factor behind the
decline in business in the U.S., China, and Hong Kong. In Thailand and Germany, "low growth potential” is the largest.

Direction of business development for the next 1-2 years
(by industry)

Total for all industries (n=7,094) 45.4
Placement/Recruiting and temporary
staffing(n=30) /3.3
BPO (n=28) 67.9
Medical equipment (n=57) 66.7
Food products/processed agricultural and |
marine products (n=226) :
Food and beverage (n=36)
(Omitted)
Apparel/Textile (n=80) I
Mining (n=43) 30.2
Bank (n=129) XK |
Repair/Maintanance/Inspection and
Analysis (n=28) :
Transportation equipment parts 273
(automobiles/motorcycles) (n=460) :
0% 50%

mExpansion mTo maintain the current status
Reduction mWithdrawal/ Relocation to third countries

(NOTE) Includes industries with n=20 or more.

100%

Proportion of Reduction, withdrawal or Relocation

0% 2% 4% 6% 8% 10%

Total for all regions (n=7094) 3.9 11
Hong Kong (n=284) 7.0 21
China (n=697) 4.9 14
Germany (n=280) 4.3 B o
United States (n=783) 3.8 B o5
Thailand (n=536) 35 M 06
Reduction m=Withdrawal/ Relocation to third countries

(NOTE) More than 200 valid respondents contracted, with more than 4%
relocating and withdrawing from countries and regions :
Main reasons for reduction, relocation, and withdrawal

Increased costs The pace of increase in personnel and

fixed costs in China is too fast.
(China/Electrical and Electronic Equipment)

45.5

United States (n=33)

China (n=39)
Hong Kong (n=23)

43.6
39.1

Automation in Japan is proceeding. Price
competition has intensified, and it has
become difficult to increase and secure
production quantities.

(Thailand/Electrical and Electronic
Equipment)

0% 25% 50%

Low growth potential

Considering downsizing businesses with
low growth potential in the current
situation and allocating resources to its
core businesses. (Germany/Sales)

Thailand (n=21)
Germany (n=13)
United States (n=33)

0% 25% 50% Copyright © 2022 JETRO. All rights reserved 10



II. Future business development

60% of manufacturers will revise their supply chains in the
3 future

m  41.5% of enterprises revised their supply chains (SC: manufacturing, sales, and procurement) until the time of the survey in the
second half of 2022 after the outbreak of the COVID-19, and 50.2% of enterprises intend to revise their SC in the future.

m In the manufacturing industry, about 60% of enterprises will revise their SC in the future. Raising selling prices in response to rising
manufacturing costs and rising transportation costs, as well as reviewing suppliers in anticipation of supply constraints and
disruption risks, are urgent issues.

Revise of the supply chain (by region) Revise of the supply chain (by industry)
0% 20% 40% 60% 0%  20% 40%  60%  80%  100%
Overall (n=6842) ilo 502 mAll manufacturing industries (n=3,112)
Southwest Asia (n=374) m mNon-Manufacturing Industries Total (n=3,730)
480 57.8 Print/Publishing (n=33)
LoD (1= ) i 55.5 Medicalequipment (n=57)
36 Food products/processed agricultural and marine
Latin America (n=458) - 513 products (n=219)
39.7 Fiber (n=57)
ASEAN(n=2,378) i 500 Apparel/Textile products (n=78)
Africa (n=222) J6.3 49.1 Non-ferrous metals (n=80)
o 30.0 Chemicals/petroleum products (n=248)
Russia (n=61) 45.9
a3lg Electrical and electronic equipment (n=166)
North Asia (n=1,242 :
ortheast Asia (n=1,242) 43.6 General machinery (n=306)
Middle East (n=219) ‘8 Transportation equipment

40.2 (automobiles/motorcycles) (n=120)

W SC has been revised to date, after COVID-19 outbreak W SC has been revised to date, after COVID-19 outbreak

WRevising SC in the future WRevising SC in the future

(NOTE) 1. For both the left and right charts, n indicates the number of enterprises that answered "will revise SC in the future.” It differs from the number of
respondents who have "reviewed SC to date since the new corona crisis.” 2. The right graph shows only industries with n=20 or more. In addition to manufacturing
and non-manufacturing, only the top 11 industries are listed. Copyright © 2022 JETRO. Al rights reserved. 11




II. Future business development

A Acceleration of localization of procurement and sales in
response to supply disruptions

m 57.5% of manufacturers are reviewing suppliers, and over 40% plan reviews of raw materials/parts, and inventories. In terms of
specific details of the review of suppliers, the promotion of localized procurement is conspicuous.

m In the review of sales, "increase in sales price" is the highest, reflecting the rise in energy prices and raw material costs, as well as
the rise in transportation costs. In the review of customers, strengthening sales to local markets is the main focus of the strategy.

Details of future revisions to procurement
(top 5 items, multiple responses)

n=2,687 0% 20% 40% 60%
: Review of suppliers m
T A Eps L rrereere rrrrrrrerT AELRRCIRN R
parts 16.4

Review of inventory quantities m m Manufacturing
] ] industry (n=1,512)
Strengthen cooperation with
suppliers 39.1

Multiple procurement

30.6
(Preparation for Contingencies)

Major Patterns of Reviewing Suppliers (Top)
Manufacturing industry (n=568)

Industry (n=1,175)

1.Japan = (after change) Locating Country/region 87 companies (15.3%)

2. Locating Country and Region 81 companies (14.3%)
= (After change) Locating Country and Region

3.China = (after change) Country/region 37 companies (6.5%)

Non-Manufacturing Industry (n=279)

1.Country and Region 56 companies (20.1%)
= (After change) Locating Country and Region

2.Japan = (after change) Country/region

3.Japan = (After change) China

(NOTE) Excluding Europe and Russia.

18 companies (6.5%)
16 companies (5.7%)

Promote digitization such as Al use %

m Non-Manufacturing

exhibitions and business meetings %

Details of future sales revisions
(top 5 items, multiple responses)

n=2.687 0% 20% 40% 60%

i i 47.7
Increase in sales prices

: G T CCLICEREEILEE '
Review of products sold

m !\/Ianufacturinq5
industry (n=1,512)

Promote the use of online m Non-Manufacturing

Industry (n=1,175)

Major Patterns of Reviewing Customers (Top)

1. Locating Country and Region 81 companies (28.8%)

= (After change) Locating Country and Region
2. Country/Region

= (After change) Discontinuation of sales
3. Japan = (after change) Locating Country/region

Non-Manufacturing Industry (n=283)
1. Locating Country and Region
= (After change) Locating Country and Region
2. Country/Region
= (After change) Discontinuation of sales
3. Japan = (after change) Japan

19 companies (6.8%)

15 companies (5.3%)

108 companies (38.2%)
15 companies (5.3%)

11 companies (3.9%)

Copyright © 2022 JETRO. All rights reserved. 12



II. Future business development

5 | Rising costs and supply chain disruption as challenges

m "Soaring raw material costs" (55.3%) was the biggest reason for reviewing procurement. A large proportion of enterprises also cite
"supply chain (SC) disruption risk™ due to chaotic logistics and their clients’ shutdown.

m "Soaring logistics costs" is the biggest reason for the reviewing sales, especially in France and the Netherlands. About 80% of retailers
and about 70% of hotels/travels also cited "changes in consumer behavior and markets.

Reasons for reviewing procurement (top 3, multiple answers) Reasons for reviewing sales (top 3, multiple answers)
Procurement  (n=1,938) 0% 20% 40% 60% Sales (n=1,771) 0% 20% 40% 60%
Higher raw material cost 55.3 Soaring logistics costs
Risk of SC disruptions due to logistical 499 Changes in consumer behavior and markets
disruptions :
SC disruption due to shutdown of sales Convergence of COVID-19
suppliers 49.7
(%) (%)
Higher raw material cost Soaring logistics costs
By country By industry By country By industry
. _ Food products/processed agricultural Iron and steel (including cast and forged
LGN 684 and fishery products (n=87) 724 France (n=22) 63.6 products) (n=2(2) ’ Y 68.2
Vietnam (n=188) 58.0  Rubber products (n=37) 703 Netherlands (n=29) 55.2 | Rubber products (n=30) 60.0

Transportation equipment parts

Indonesia (n=122) 57.4 (automobiles/motorcycles) (n=167) 68.3 US (n=255) 49.0 Food_products/processed agricultural 558
— - - - - e — - Germany (n=102) and fishery products (n=95)
Response to supply chain disruption risks associated with logistics disruptions
By country By industry Changes in consumer behavior and markets (e.g., shift to online)

Germany (n=95) 67.4 | Rubber products (n=37) 64.9 By country By industry
US (n=294) 59.2 | Electrical equipment (n=65) 61.5 France (n=22) 63.6 | Retail (n=27) 77.8
France (n=22) 545 glh:elns)i?c)als/petroleum products 60.7  Korea (n=19) 57.9  Hotel/Travel (n=29) 65.5

_ Food products/processed agricultural
— - - : : - Germany (n=102) 50.0 . — 57.9
Response to supply chain disruption risks associated with the suspension or closure and fishery products (n=95)
of sales and procurement sources : Convergence of COVID-19

= By country Eiy industry By country By industry
Germany (n=95) 63.2 Rubbe.r produ.cts (n=37) 78.4 Hong Kong (n=70) 51.4 | Hotel/Travel (n=29) 75.9
China (n=222) 55.9 | Electrical equipment (n=65) 738  Indonesia (n=94) 50.0 | Transport/warehouse (n=75) 62.7
Singapore (n=99) 55.6 | Electrical equipment parts (n=96) 61.5 _Thailand (n=159) 49.7 | Retail (n=27) 55.6

(NOTE) Only top 3 items described. n >= 10 for country, n>=20 for industry. Excludes Latin America, Russia, the Middle East, and Africa. Copyright © 2022 JETRO. Al rights reserved 13



6 | Appetite for new investment, automation and labor saving

m In reviewing production, a high proportion in the manufacturing chose increasing new or additional investment (39.9%) and promoting
automation/labor saving (38.3%), while below 20% consider changes in production sites.

m Reviewing production sites are typically done as a relocation within the country where they operate. The number of respondents choosing
transfer to third countries or complete withdrawal is limited.

Details of reviewing production
(manufacturing only, multiple answers)

0% 10% 20% 30% 40% 50%

By region (manufacturing only, multiple answers)

North Southwest | Northeast
America Asia Asia

25.1

Reinforcement of new investment/capital (n=264) (n=101) (n=271)

investment 39.9 Reinforcing new ‘ ‘ ‘ ‘
Promotion of automation and labor investments 38.6% 30.5% 44.4% 52.5% 33.9%
saving 38.3 ; i i i
. o . Automation/ o | o ! o | oz | 0
Promotion ofg;gig%aéigg (introduction labor Sﬁ\_/iﬂg 36.4% 30.0% 37.7% 32.7% 50.6%
Suspension of 87%  157%  7.9%  10.9%  11.1%

Visualization of the entire supply chain new investment

(NOTE) Major items listed. Excludes Latin America, Russia, the Middle East, and Africa.

= Up until now
(n=1,512) Major reasons to review (manufacturing only, multiple answers)

m Future (n = 1473) =961 0% 20% 40% 60%

Review of production areas

Use of outsourcing

Discontinuation or postponement of new 20.0

investments, etc. To optimize production costs

Rising labour costs
(NOTE) Top 7 listed. Excludes Latin America, Russia, the Middle East, and Africa. g

. . . . Higher raw material cost
Major patterns to review productlon sites g

Manufacturing industry only (n=160) Tighter environmental standards

1. A country where they operate = Relocation within its i isti
y Yy 0p 28 companies (17.5%) Soaring logistics costs

o R S
i 0,
2. Japan = A country where they operate 11 companies (6.9%) P suppliers

i i i i NOTE) Top 6 listed. Excludes Latin America, Russia, the Middle East, and Africa.
(NOTE) Only the top two items are listed. Excluding Europe and Russia. ( ) Top Copyright ® 2052 JETRO. All Tt roserved 14



I11. HR Management and Wages

1 | Moves to Reduce Expatriates in Asia and Latin America

m  Over the next 1-2 years, more companies plan to“reduce” the number of expatriates than “increase” compared to pre-COVID. This
trend is obvious in China, Hong Kong, and major countries in ASEAN. Localization is the key in network reorganization.

m As for local employees, on the other hand, “increase” exceeded “reduce” in all major countries except Hong Kong. The temporary
evacuation of expatriates due to COVID-19 resulted in a remote business management system that accelerated localization.

Increase or reduce in the number of expatriates for the next 1-2 years
(compared to the number before the COVID-19 pandemic)

Overall (n=5861)
Netherlands (n=90)
India (n=244)
UAE(n=104)
Vietnam (n=558)
Germany (n=274)
United Kingdom (n=94)
Korea (n=83)
Mexico (n=220)
Indonesia (n=341)
France (n=60)
Thailand (n=503)
Brazil (n=104)
China (n=689)
Singapore (n=375)

0% 20% 40% 60% 80%
® Plan to increase ® Planned reduction = No change (same level as before new corona)

100%

Reasons to Strengthen structure to launch new businesses and 59.0%
Increase expand business, etc.
Reorganization of structure in line with promotion 0
f localizati 58.4%
Reasons to\ of localization
Reduce ) Downsizing of structure due to economic 25,204

stagnation and declining sales

Increase or reduce in number of local employees in the next 1-2 years
(compared to the number before the COVID-19 pandemic)

Overall (n=5849) 39.5 13.2
India (n=241) 61.0 0.1
Vietnam (n=556) 54.5 6.1
Mexico (n=220) 51.8 14.1
Germany (n=271) 44.3 10.0
Korea (n=83) 43.4 7.2
South Africa (n=43) 39.5 9.3
Brazil (n=104) 39.4 22.1
Singapore (n=374) 39.0 11.0
Netherlands (n=90) 38.9 10.0
France (n=61) 37.7 9.8
United Kingdom (n=97) 36.1 11.3
UAE(n=103) 35.9 4.9
Thailand (n=507) 35.9 15.4
Indonesia (n=344) 35.8 14.5
China (n=680) 29.1 20.4
Hong Kong (n=274) 16.4 21.9
0% 20% 40% 60% 80% 100%
mPlan to increase MPlan to reduce mNo change
R 57.7%
Increase Strengthen structure to launch new businesses and 53.3%
expand business, etc. :
} Downsizing of structure due to economic 42.1%
Reduce stagnation and declining sales
Copyright © 2022 JETRO. Al rights reserved 15




1. HR Management and Wages

2

Regional differences in the normalization of the telework:
high ratio of coming to work in Asia

m  More than 60% of respondents will “strengthen human resource development” in terms of reviewing management systems. 35.3% of
enterprises will “review of the use of telecommuting and telework” promoted during the COVID-19 pandemic.

m In 2023, the percentage of companies which, in principle, require all employees to come to work at the company (90% or more of all
employees) would increase to around 70% in Asia. On the other hand, its percentages are less than 30% in Europe and less than 40% in
North America respectively, meaning that telework has become firmly normal in these regions.

Review management and

its systems (multiple

Nurturing high-quality human
resources

For telecommutin%and teleworking
Review of Utilization

Staff treatment adjustment

Review staffing through digitization of
management and administrative
procedures

Revision of the system for assigning
overseas representatives

Promotion of localization of
management

Review of local employment
None especially

Others
n=961

answers allowed)

80%

61.6

60%

40%

20%

0%

0%

20%

40%  60%

Proportion of enterprises with all (90% or more) employees

come to work

70.6 68.1
5 6/ /2
62.2
57.3 55.9
545/ 553/
46.3
38.0
38.8 365
32.
30. 28 29.6
' 26.9./
23.
14{I

Southwest  Northeast ASEAN  Middle East Africa Latin North Europe
Asia Asia (n1=2,271, (n1=219, (n1=215, America America (n1=803,
(n1=354, (n1=1,219, n2=2,305, n2=220, n2=215, (n1=463, (n1=896, n2=823,
n2=359, n2=1229 n3=21249) n3=218) n3=213) n2=467, n2=908, n3=805)

n3=347)  n3=1,189) n3=458) n3=889)

= 2021 (n1) = 2022 (n2) 2023 (n3)

(NOTE) 1. Percentage of “In principle, all employees come to the company (90% or more come to
work)”. 2. 2022 is the time of the survey responses, and 2023 is the future plans.

Copyright © 2022 JETRO. All rights reserved. 16




I1l. HR Management and Wages

3 | Wage up exceeding inflation rates in India and Vietnam

m  Workers’ salary increase rates (nominal and average) recorded more than 8% for the second consecutive year in Brazil and India,
more than 6% in Mexico and Vietnam. Salary increase rates exceeds inflation rates in Vietham and India .

m  On the other hand, salary increase rates in major European countries are expected to be lower than inflation rates in each country.
Some companies responded to the surge in local prices by adding bonuses and lump-sum payments, rather than by raising salary.

Average salary increase rate (nominal, by major country/region)

12% @ 120 m2022 (nl1)
m2023 (n2)
10% 9.4 oo 9.1 ® Inflation rate (for 2022)

8%

6%

4%

2%

0%
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1 Responsible behavior required of a corporation

m  Based on the UN Guiding Principles on Business and Human Rights, over 20 countries including Japan has formulated an Action Plan (NAP). In
September 2022, the government of Japan released Guidelines on Respecting Human Rights in Responsible Supply Chains.

m  European countries has legalized human rights due diligence. The U.S. has expanded regulations to suspend imports that rely on forced labour. An
inappropriate response would harm a company’s reputation, potentially leading to a decline in sales.

International principles calling for voluntary efforts

Major international principles, declarations, etc.

The Ten Principles of the Global Compact

N Guiding Principles on Business and Human Rights
1o Declaration on Fundamental Principles and Rights at Work
Multinational Enterprises (MNE) Declaration
sEcm Guidelines for MNE

Due Diligence Guidance for Responsible Business Conduct

¥

2.ldentify & Assess
Adverse Impacts

[
v

6. Remediation

5.Communicate
How Impacts
Are Addressed

1.Embed Responsible
Business Conduct into

policies and ¢
management systems when appropriate
4.Track
Implementation .
and Results 3.Cease, Precent or Mitigate

Adverse Impact

Source: OECD.

Major regulations, Japanese response and investor awareness

Coun_trles/ Major laws/regulations
regions
UK Modern Slavery Act 2015

France Duty of Vigilance Act

Germany Supply chain due diligence Act (entry into force in Jan 2023)
Supply Chain Due Diligence Obligation Rules for Importers of
EU : .
Conflict Mineral Resources
Norway Act relating to enterpﬁses’ transparency an(_i work on
fundamental human rights and decent working conditions
us Federal: Uygur Forced Labor Prevention Act
State: California Supply Chain Transparency Act
Australia Modern Slavery Act 2018

Measures taken by the Government of Japan

Oct 2020: NAP on business and human rights

Sep 2022: Guidelines on Respecting Human Rights in Responsible Supply
Chains

Penetration of SDGS/ESG

« ESG disclosure standards are being developed. EU and the U.S. consider
disclosure-requirements rules. Major disclosure standards (GRI, SASB, etc.)
are under work for integration by IFRS Foundation.

Copyright © 2022 JETRO. All rights reserved 18




2 | 60% Recognize Human Rights As Management Challenges

m 59.8% of respondents have recognize human rights in their supply chain as a management challenge, a slight increase from the
previous year (58.6%). Oceania, Europe, and Africa have marked approximately 70%.

m  Many companies cited local laws/regulations and demands from their clients as reasons for their recognition. They also referred
to "reputation risk," "SDGs," and "changes in public opinion and consumer awareness."

Recognize human rights as Management challenges by region Reasons for recognizing human rights as management challenges
Main Comment
Total for all regions reasons
(n=5311) 59.8 40.2 German law and EU law will regulate. (German/general machinery)
Local BEE policies* (South Africa/Transportation equipment)
Oceania (n=163) Laws/  Stringent requirements of the Modern Slave Law (Australian/Metal Products)
Regulations U.S. legislation affects USMCA. (Mexico/Trading)

Business without caring human rights will prevent products to be sold under export
country regulations (Malaysia/Electrical parts)

Child or family labor are observed in local factories (India/Ceramics, stone and clay).
Human  Ensuring labor safety is important (Bangladesh/Apparel and Textiles)

Treatment of Subcontracting (Foreign) Workers (Thailand/Construction)

Europe (n=802)

Africa (n=225)

Middle East (n=220) rIIQgiztkS Problems of Indigenous Peoples (Australia/Dealers)
Raw materials (cobalt) involve human rights risks (Spain/metal products)
. . _ Problems of child labor are likely to occur (Ghana/trading company)
Latin America (n=459) Business Essential for Business Continuity (Belgium/Chemicals and Petroleum Products)

ik Directly linked to our reputation risk (U.K./sales company)

Lawsuit risk is a large business risk (Netherlands/ceramics, stone and clay)
Clients pay close attention to child labor and environmental destruction
(Brazil/trading company)

Southwest Asia
(n=337)

ASEAN(n=2,133) Clients’ C o )
Sertaes European suppliers began to ask a response to the situation. (UAE/construction)
North America [Clients] require for new/continuous transactions (Germany/trading company)
(n=892) Increase in risk of supply-chain disruption (Korea/Chemicals/medecines)
. . . . . . SDGs has become a global standard (Argentine/Transportation Equipment)
0% 20% 40% 60% 80% 100% Growing public opinion (France/Transportation and warehousing)
m Ves = No Change_:s_in consumer awareness (Vietnam/Retail)
Others  The Ministry of Economy, Trade and Industry has started a study group, and all
(NOTE) All regions exclude Russia, China, Hong Kong, Macao, and Taiwan. companies are required to work on it (Morocco/transport equipment parts).
Improving the working environment is a major factor in the employment of new
X Aggressive corrective measures against discrimination against blacks and others who employees (Czech Republic/Construction)
were discriminated in the apartment heights era. Copyright © 2022 JETRO. Al rights reserved. 19



IV. Human Rights Policy

3 | 40% of respondents conducts human rights due diligence

m  28.7% of respondents has conducted human rights due diligence (HRDD). About 40% of Japanese-affiliated companies (will) conduct

HRDD, together with 12.4% which responded not implemented, but they plan to do so.
m Huge differences lies across region. Over 40% of respondents implemented in Australia (Modern Slavery Act), South Africa (BEE

policies*), the UK (Modern Slavery Act), and France (Duty of Vigilance Act).

X Aggressive corrective measures against discrimination against blacks and others who were discriminated in the apartment heights era.

Do you implement HRDD? Comparison by major countries

n=5,226 Australia (n=117) 49.6 50.4
South Africa (n=44) 47.7 52.3
United Kingdom (n=91) 46.2 53.8
France (n=56) 42.9 57.1
Brazil (n=101) 38.6 61.4
/ Germany (n=251) 30.3 69.7
plan to implement in the UAE(n=98) 29.6 /0.4
future (12.4% *). Korea (n=83) 26.5 73.5
. . Singapore (n=342 25.7 74.3
= Be implemented = Not implemented ) gapore ( )
United States (n=740) 25.1 74.9
(NOTE) @ Of those who do not implementing human rights DD (71.3%), 12.4% is calculated India (n=218) 24.8 75.2
by dividing the number of those (n = 647) who responded “we plan to implement _
human rights DD in the future“ by the total (n = 5,226). Netherlands (n=82) 23.2 /6.8
@ Excludes Russia, China, Hong Kong, Macao, and Taiwan. Vietnam (n=505) 21.6 78.4
Indonesia (n=305) 21.3 78.7
Large firms (n=3282) Mexico (n=213) [IE 79.3
Small and medium enterprises Thailand (n=472) KV 87.1
(n=1,914) 0%
b 20% 40% 60% 80% 100%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
mBe implemented  ® Not implemented 20

Copyright © 2022 JETRO. All rights reserved.

m Be implemented = Not implemented
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IV. Human Rights Policy

4 | 40% in Europe receive requests for compliance

m  40.4% of respondent in Europe and 38.7% of them in Oceania have been requested by their clients to comply with human rights
policies. With local regulations, its rates of the UK, Germany, and the US exceed average in the manufacturing.

m  While apparel/textile products and electrical/its components are leading in manufacturing sector, trading and sales exceed the
average in non-manufacturing.

Whether clients have asked compliance with the human rights policy

mManufacturing industry (n=2,279)

Total for all regions (n=5043) 28.4 71.6
Apparel/Textile products (n=50)
Europe (n=728) 40.4 59.6 Electrical and electronic equipment..
. Printing/Publishing (n=23)
Oceania (n=155) 38.7 61.3
Fiber (n=39)
North America (n=834) 30.9 69.1 Chemicals/petroleum products (n=186)
0% 20% 40% 60% 80%  100%
ASEAN(n=2,059) 26.3 73.7 = Have been called upon m Have never been asked
Southwest Asia (n=322) 25.2 74.8 mNon-Manufacturing Industry (n=2,764)
Trading companies (n=577)
Latin America (n=444) 21.4 78.6

Sales companies (n=593)

Africa (n=215) 18.6 814 Holding and holding company (n=25)
Wholesale (n=88)

Middle East (n=207) R 81.6 .
Communication /IT, etc. (n=170)
0% 20% 40% 60% 80% 100% 0% 50% 100%
m Have been called upon  ®m Have never been asked m Have been called upon = Have never been asked
(NOTE) All regions exclude Russia, China, Hong Kong, Macao, and Taiwan. (NOTE) Only the top five industries with ¥=20 oriroreare listeeserved. 21



IVV. Human Rights Policy

5 | SMEs need to understand human rights issues

m  Major challenges for HRDD are the understanding of the human rights, identifying risks, and commitment by executives. Large
enterprises face challenges at implementation stage, SMEs do so prior to implementation.

m In identifying/assessing risks, companies conduct “information gathering,” "visualization of supply chains" and use of experts,
audits, and consultation services.

Challenges in HRDD (Top 5, Multiple answers allowed)

On human rights
Understanding of the content

|

59.1
56.7
65.8

Of human rights risks
Identification and Evaluation

|

36.0

37.9

30.7

Involvement of management

To human rights risks
Prevention and Response

To preventive and corrective
actions Monitoring

0%

(NOTE) (D The survey covers all regions except Russia, China, Hong Kong, Macao, and Taiwan.
@n is "implementing human rights DD" or "planning to implement human rights DD in the future."

3

30.1
26.3
244

26.4
19.3

5.3

34.7

37.6

31.6

m Overall (n =1913)

m Large firms (n=1376)

Small and medium
enterprises (n=524)
20% 40% 60%

80%

Risk ldentification and Evaluation Efforts
(Top 5, Multiple answers allowed)

Information  91.9%
Gathering (n:680)

-

Inspection in selecting suppliers
(Indonesia/Textiles)

Supply Chain ~ 43.4%
Visualization  (n=568)

Confirmation letters by business
partners (Vietnam/Electrical and
Electronic Equipment)

Request of Self-declaration from new
business partners
(Germany/Transportation &
Warehousing)

inspections  (n=412)

32.6% * Voluntary audits in cooperation with a
Use Expert law firm (Malaysia/Electrical
(n=42T7) Equipment and Components)
On-site 31.5% * Determining whether to continue

contracts based on the result of direct
audits (India/Rubber products)

Consultation 30.6%
Desk
Establishment (n=401)

Establishment of hotlines from
internal and business partners
(Brazil/Chemicals and Petroleum
Products)

(NOTE) The respondents are 1,309 companies who implemented human rights DD.
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V. Decarbonization Initiatives

1 Major progress in decarbonization initiatives in one year

m  71.3% responded recognized decarbonization (reduction of greenhouse gas emissions) in the supply chain as a management issue.

m 42.4% is engaging in decarbonization already, an increase of nearly 10% from the previous year's survey (33.9%). Compared to
SMEs, by large firms are progressing, and 50.9% of large enterprises answered that they are "already working."

Do you recognize decarbonization in the supply chain

as a management issue? Action for decarbonization
_6.355 Main reasons for responding ""Yes"
n=o, » Recognized by the head office as an Have already been working

issue (645 companies) FY2022

* Requests f;om customers (401 74.3%
s Not yet addressed, but plan to work i

 Industry policies (269 companies) oLyee restsfe }utﬂrﬁ an o work m FY2021

* Global trends (268 companies) 64.7%

» Socially Responsible & SDGs (252
companies) There is no plan to work.

Main reasons for responding ""No"*
* No headquarters policy or no 0% 10% 20% 30% 40% 50%
regulations in countries/regions where
we have operations
* No/low carbon dioxide emissions

BFY2022 (n=6368) mWFY2021 (n=7317)

[%2]
.. . g IS -
+ Limited supply chain/Difficulty of £ FY2022(n=4099) 2
. - -
taking actions S FY2021 (n = 4317) 26.9
* Too early |
S ES FY2022 (n = 2240) 39.5
25
Large firms (n=4075) =85
ESE FY2021 (n=2508) 52.2
wm
Small and medium enterprises (n=2,250
prises ( ) 0%  20%  40%  60%  80%  100%
0% 50% 100% m Have already been working
m Yes = No = Not ye_t addressed, but plancto Wlorlf zlgzt?;:guize- h ) 23
(NOTE) The survey covers all regions except Russia. There is no plan to work.  Copriont® rlants reserved



V. Decarbonization Initiatives

9 Acceleration of initiatives in industries such as
transportation equipment and banks

m  Compared to the non-manufacturing industry, actions are more advanced in the manufacturing . Approximately 70% of transport
equipment and banks answered that they are "already working.” This reflects acceleration of actions in those industries.

m  Major European countries rank high, and more than half of the companies in each country answered that they are "already

working."
Action for decarbonization (Top five industries) Action for decarbonization (by Major Countries and Regions)
0% 20% 40% 60% 80% 100%
o France (n=59) 72.9 13.6  [EXG
wManufacturing industry (n=2,881) 20.1 South Africa (n=44) 63.6 182 LY

Transportation equipment
(automobiles/motorcycles) (n=112)

United Kingdom (n=96) 58.3 25.0 16.7
Netherlands (n=87) 55.2 26.4 184
11.0 UAE(n=103) 51.5 23.3 25.2
Germany (n=264) 50.0 29.5 20.5
151 Korea (n=79) 49.4 316 19.0

Transportation equipment parts
(automobiles/motorcycles) (n=420)

Non-ferrous metals (n=73)

Chemicals/petroleum products (n=233) 15.9 Brazil (n=100) —a 2 i
India (n=225) 48.0 30.2 21.8
Electrical and electronic equipment (n=155) 20.6 Singapore (n=347) 46.4 26.8 26.8
United States (n=752) 39.1 31.5 29.4
0% 20% 40% 60% 80% 100% China (n=654) 38.5 33.9 275
mNon-Manufacturing Industry (n=3,487) 30.5 Indonesia (n=294) o ek —
Mexico (n=217) 35.5 39.6 24.9
Bank (n=118) : 16.1 L Thailand (n=466) 33.7 33.0 333
Non-banks (n=151) 23.2 Vietnam (n=479) 29.4 39.7 30.9
. . Hong Kong (n=264) 23.5 34.8 41.7
Trading companies (n=737) 25.0
0% 20% 40% 60% 80% 100%
Retail (n=60) 36.7
Transport/warehouse (n=379) 24.8 m Have already been working

= Have already been working m Not yet addressed, but plan to work in the future

m Not yet addressed, but plan to work in the future There is no plan to work.

There is no plan to work.  (NOTE) Only for industries with n = 50 or more.
I OEEOEREBRERRERERRRE
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V. Decarbonization Initiatives

3 Initiatives accelerate, but numerical targets are set at
less than 20%

m  The percentage of enterprises with their own numerical targets was 19.0%, less than one-fifth of respondents. Meanwhile in
manufacturing, it accounts for nearly 30%. The ratio is especially high among transportation equipment industry.

m As for the background for setting numerical targets, more than half was “set by head office” and only 6.7% of customer requests.
In addition, only 3.5% of enterprises that do not have numerical targets, plant to set it by customer requests.

Numerical targets for emission reduction and reuse of energy With numerical targets
(n=1,146)

n=6,263 0% 20% 40% 60% 80%100%
Voluntary
. establishment by
Manufacturing local bases
industry (n = 2802) 35.7%

Set by the head
office

Non-Manufacturing 57.6%

Industry (n=3,461)

Established by local
to meet customer re

mYes mNo 6.7%

0% 50% U No numerical target set

(n=4,520)

Europe (n=776)
Southwest Asia (n=322)
Latin America (n=449)
Africa (n=222)
Northeast Asia (n=1187)
North America (n=861)
Middle East (n=220)
ASEAN(n=2,063)

Head Office has
no numerical
targets

0,
S Head Office

has numerical
targets

Upon request from customers,
plan to set independent
numerical targets

5% The head o

Copyright © 2022 JETRO. All rights reserved. 25
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A Companies engaging in green procurement have more
than doubled compared to the previous year

m “Energy and resource savings" has the highest ratio in specific decarbonization actions. Compared to the previous year, both large firms
(13.6% = 30.6%) and SMEs (11.1% = 26.1%) engaged in "green procurement" showed a significant increase.

m In the case of new businesses and investment projects, the introduction and switching of alternative energy sources is noticeable. New
business opportunities are created, such as product development using other recycled materials.

Details of decarbonization actions (multiple answers allowed) New projects and new business opportunities

— —

*Electricity used will be switched to electricity derived from renewable
energy sources from April this year. (Chile/Foods)

« Shift from heavy oil to low-load fuel (LNG/ ammonia)
(Singapore/Transportation/Warehousing)

0% 200 40% 60%  80%

Energy and resource savings

Alternative energy

6eve|opment of products using recycled materials and biomass )
materials (U.S./Chemicals and Petroleum Products)

*Reducing emissions by switching to low GWP refrigerants
(Spain/Chemicals and Pharmaceuticals)

*Development and diffusion of concrete that absorbs carbon dioxide

(Bangladesh/Construction)

Develop and switch to eco-friendly raw material parts

Procurement of renewable energy
and new energy power

Conversion of energy sources to
electric power

Purchase of credits for reducing
emissions from the market

(~adoos pue +— adoas)
SUOISSIWS
19241pul2aJip s,Auedwo)d

Others

. m Overall (n=4460) | .|ntroduction of carbon recycling technology (U.S./ceramics, stone and
Development of environment-

o)
=5
33 . cla
3 5 friendly new products Recovery and utilization of carbon dioxide
gl Green Procurement (De- i X —
S & Carbonization Requirements for mLar ti |4rms *Supply of products to the renewable energy business and provision of
23 Suppliers) (n=3164) visualization systems for energy optimization at customer facilities
S 1 ) o ) U.S./Electrical and Electronic Equipment
B g Review of logistics at the time of Ascertaining energy consumption, carbon dioxide emissions, etc.
S procurement and shipping Smg_ll and
® g medium o . .
33 3.1 enterprises *Specifying uses of funds, such as green deposits and green finance

2 Others [3.2 (n=1,277) Product development and promotion (Australia/Finance/Insurance)

2.9

Greening of finance

(NOTE) n is the number of companies that responded "have already taken action™ or "plan to . . 26
take action in the future.” (NOTE) Excerpt from comments. Copyright © 2022 JETRO. All rights reserved



V. Decarbonization Initiatives

5 | Regional Differences in Challenges to De-Carbon Initiatives

. Increase packaging material costs through

. Due to the fact that the calculation of
the minimum production volume, which requires

m [ssues to be addressed included the low level of awareness of the environment among employees as a common in
the region, and the difficulty of responding to the increase in costs associated with switching materials and fuels.

m On the other hand, issues such as the ambiguity of government targets in emerging economies and the difficulty of
breaking away from conventional energy, as well as unfairness in Europe due to differences in regulations.

Challenges for initiatives and local regulations and systems that are difficult to respond to (by region)

Europe

de-plastic (U.K./sales company)

credits, varies depending on the governmental

authorities in each region, regulations are not fair with
competitors. (Belgium/Chemicals/Petroleum Products)

o BIRELTIENT M There is a growing tendency for
regulations on recycling to spread across countries.

We are struggling to respond to changes in the
descriptions of product labels.
(Germany/Food/Processed Agricult

Middle East

Northeast Asia

. Decarbonization is being investigated

by using recycled materials, but material quality
is not stable. (China/Textiles)

RELIEURIS In many cases, Regulations are

not in line with actual conditions, and as a result,
it is easy to make gray situations (South
Korea/sales companies)

ASEAN and Southwest Asia

RELPIEVI SR T here are no

standards in place to enable the

decarbonisation is advocated inthe  reyse of various wastes as other

There are few high-quality packagir
suppliers. Difficulty in importing
manufacturing facilities that take
decarbonisation into account.

and Marine Products
Escape of conventional energy
Cannot propose clean energy becaus

of gasoline subsidies (Nigeria/tradin

company)
(NOTE) Extracted from comments.

Middle East, there are no new
regulations or targets to achieve,

and the need for this is not realized. Unclear local
(UAE/ Trading Company)

Escape of conventional energy
(Algeria/Food/Processed Agriculture «  Since the power charge Is

originally low, it is difficult to
realize the merit even if the solar
panel equipment is introduced,
because the investment recovery
period is too long. (Saudi
Arabia/Transportation Equipment)

raw materials. (Vietnam/Other
non-manufacturing)

system (Laos/electrical and
electronic equipment parts)
Difficulty in obtaining substitutes
for plastic containers such as
boxed lunches (India/restaurant
industry)

North America

The concept of ecology is
dilutive to employees in the United States,

and it takes time to disseminate the concepts
of decarbonisation and energy conservation.
(U.S./Precision Instruments)

Stricter restrictions on trucks, such
as those in CA, create a significant decline in
the number of trucks, making it difficult to
increase costs and arrange
(U.S./Transportation/Warehousing)

Latin America

Escape of conventional energ

While the industry is promoting the
strengthening of emission regulations, the
dissemination of fuel properties that satisfy the
regulations is delayed. There is a contrary
trend, such as the government backing the
imports of used vehicles that are not subject to
regulation. (Mexico/Sales companies)
Although it is possible to set
internal targets, the definition and
classification of decarbonisation acceptable to
outside the company are issues
(Brazil/Electrical and Electronic Equipment)
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Supply chain emissions (manufacturing)

Policy and regulations changes Company's emission reduction policy
» Declaration of carbon neutral targets » Announcement of carbon neutral
* Introduction of regulations such as carbon taxes } targets/Understanding of current conditions
and the Carbon Border Coordination and disclosure of information

Social responsibilities
» Growing global awareness
* Need to increase corporate

Mechanism (EU), and tightening of « Participation in the international initiatives value in terms of CSR and
environmental laws S 7 SDGs
Sy Upstream In-house Downstream
Chain Scopel
Flow h rS]copeS W Combustion of fuel Use of electricity, oth rS]cop;e3 182
Other than Scopel& Industrial process heat and steam ther than Scope
1. Purchased goods and services L . . .
* Review of raw materials and parts * Reviewing fuel ~ + Energysaving 1. Transportation and delivery
« De-carbon requirements for suppliers and facilities * Switching to *  Review shipping, warehousing, and sales
2. Capital goods + Credit renewable 2. Use of sold products
Examples : ik Developing products with low carbon
of « Selection of facilities with low carbon purchases for energy veloping p
Reducti emissions emission emissions
e_ _ucFlon 3. Transportation and delivery reductions 3. End_of life treatm_ent of so_ld products
Initiatives . Review of procurement logistics . * Review of collection and disposal
* Introduction of
4. Travel of personnel CCUS processes _
« Switching company cars and reviewing * Promotion of recycling
commuting patterns
De-carbon demand for procurement Decarbonization of products
* Inquiries to existing suppliers + Development of products that emit less carbon/are easy to
Examples  Establishment of emission reduction targets and requests reuse and recycle (changes in product specifications and
of for reduction action packaging)
Activities + Addition to negotiations conditions for new projects » For automobiles, it may be necessary to review the product
 Support for suppliers engaging in initiatives (technology lineup based on the emission regulations of each country
grants, subsidies) and the introduction policy of zero-emission vehicles.
Copyright © 2022 JETRO. All rights reserved 28



Contact details for inquiries

Japan External Trade Organization (JETRO) G ez sl
International Economic Division, Overseas @ ORI@ijetro.qo.j
Research Department e

T 107-6006
0 Ark Mori Building 6F, 1-12-32 Akasaka, Minato-
ku, Tokyo

m Disclaimer

You should use the information provided in this report at your discretion and responsibility. JETRO strives to provide as accurate information as possible. JETRO assumes no
responsibility whatsoever for any disadvantage to any person you may experience in connection with the content provided in this report.
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