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Survey overview

Survey Overview

Survey Objective This survey analyses the activities of Japanese-affiliated companies based in Europe, in

Survey Target

Notes

Survey Items
1.
2.

3
4.
5. EPA/FTA

order to comprise an understanding of their operating challenges that could be directly
impacting their business performance. It intends to be used as a basis of information for
Japanese-affiliated companies in making management decisions as well as for policy makers
to take appropriate measures, or to introduce appropriate economic instruments to support
companies.

This survey was sent to a total of 1,454 companies between the 3rd to 24th of September
2021. 881 responses from companies based in 14 countries in Western Europe and 8
Eastern and Central European Countries were received, giving a response rate of 60.6%.

« Survey results were totaled using the information sources that can be considered reliable
by JETRO offices in Europe, however JETRO cannot guarantee complete accurateness of
the information provided by the companies.

« Not all respondents answered every question. The component percentages in the tables
and charts of the document have been rounded off and therefore may not always add up
to 100%. Furthermore, the percentages for questions of which multiple answers are given
may not add up to 100%.

« "n=" refers to the number of respondents.

« Some countries or industries may not be listed if the number of respondent companies for
each are less than 5.

Operating Profit Forecast 6. Local Procurement and Future Policies
Current Domestic Market Conditions and Future 7. Future Promising Sales Destinations

Prospects

8. Business Outlook for Next 1 or 2 Years

. Operational Challenges 9. Risks in Supply Chain

Business Environment after UK'’s Exit from the EU  10. Green and Digital

11. Human Rights Issues in Supply Chains

Copyright © 2022 JETRO. All rights reserved. 2



Survey overview

Survey Overview

Manufacturing
® Food/Processed food, agricultural or @
fishery products °
® Textiles °
® Textile apparel/Textile products
® Lumber/Wood products °
® Daily necessities/Stationery/Sundries
® Furniture/Interior/Fixtures ®
® Paper/Pulp °
® Printing/Publishing
® Chemical and allied
products/Petroleum products ®
® Medicines
® Plastic products °
® Rubber products
® Ceramic/Stone and clay products ®
e Iron and steel i
® Non-ferrous metals °
® Fabricated metal products
Non-Manufacturing
® Agriculture/Forestry/Fisheries °
® Mining °
® Construction/Plant/Engineering )
® Electricity/Gas/Heat supply/Water
® Transport g
activities/Logistics/Warehouse °
® Communications/IT/Software/Infor @
mation system/Digital service S
® Wholesale
® Retail trade / Non-store retailing °
® Advertising/Marketing/Research °
® Business Process Outsourcing (BPO) @
® Trading
® Sales company/ Sales subsidiary b
® Banks °
® Non-banks °
® Real estate °

General machinery
Medical equipment

Precision machines and
instruments

Electrical machinery/Electronic
devices

Electrical machinery
parts/Electronic device parts

Information and communication
electronics equipment/Office
machines

Transportation equipment (Motor
vehicles/Motorcycles)

Transportation equipment parts
(Motor vehicles/Motorcycles)

Transportation equipment (others)

Transportation equipment parts
(others)

Miscellaneous manufacturing
industries

Holding/managing company
Worker dispatching/Staffing

Specialty service such as legal,
accounting and tax services

Accommodations/Travel
Restaurant
Rental

Amusement/ Living-related and
personal

Education/ Research institutions
Medical/Welfare/Health care

Media/Mass
communication/Contents

Repair/Maintenance/Inspection and
analysis

Building and facility management
Design/Architectonics
Others

Number of participants

by country/region

Overall

m Western Europe
Germany
UK
Netherlands
France
Belgium
Spain
Finland
Austria
Italy
Ireland
Sweden
Switzerland
Denmark
Portugal

m Central & Eastern
Europe
Czechia
Poland
Romania
Hungary
Slovakia
Serbia
Slovenia
Bulgaria

Number of Participants

Valid
responses Percentage

881 100.0
776 88.1
278 31.6
131 14.9
91 10.3
82 9.3
40 4.5
32 3.6
22 2.5
21 2.4
21 2.4
20 2.3
11 1.2
10 1.1
10 1.1
7 0.8
105 11.9
35 4.0
31 3.5
15 1.7
13 1.5
5 0.6

4 0.5

1 0.1

1 0.1

Copyright © 2022 JETRO. All rights reserved.
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Summary of survey results

Summary of Survey Results

Key Points

® The proportion of companies predicting profit in 2021 was 65.7%. This was a 17.2-point increase over the 48.5%
of the previous year. However, this proportion did not recover to the pre-COVID-19 pandemic level (2019).
Additionally, it became clear that, with the disruption to the supply chains and spread of the COVID-19 infection,
Japanese-affiliated companies are advancing its “change of procurement source” and “review of sales prices.” In
the manufacturing sector, “procurement costs” and “delivery” emerged as new operational challenges.

o Regarding the EU-UK Trade and Cooperation Agreement (TCA) which officially came into force in May 2021, among
the companies that export/import between the UK and the EU, 25.5% of companies that export from the UK to the EU
and 10.4% of companies that export from the UK to the EU responded that they utilize the TCA. Additionally, with
regard to the utilization of the Japan-UK Comprehensive Economic Partnership Agreement (EPA) which came into
effect in January 2021, about 50% of Japanese affiliates based in the UK responded that they utilize it for imports
from Japan to the UK. The average proportion of procurement from Japan by Japanese-affiliated companies
based in the UK was 39.1%, a 3.6-point increase over the previous survey before the Japan-UK EPA came into
effect.

® Companies making efforts toward decarbonization accounted for 40% of the respondents. As EU and respective
EU countries are coming up with measures to support the recovery from the COVID-19 crisis, Japanese-affiliated
companies showed high interest in measures such as support for green investment (51.2%), support for
investment in digitalization (31.2%), and support for purchasing eco-friendly vehicles (30.6%). Responses indicating
interest in support measures for green investment increased significantly from the previous survey (32.3%).

° Regarding human rights issues in supply chains, 70% of companies recognized them as an operational challenge
in Europe. About 60% of Japanese-affiliated companies based in Europe had a policy on human rights in supply
chains, of which 36.6% required their suppliers to adhere to it as well. More than 40% responded that their
corporate clients required them to adhere to their policy on human rights in supply chains. Among these, the
proportion of companies who responded that they were required by “corporate clients at our location” was the
highest at 33.2%. The proportion of companies who responded that they were required by “corporate clients in
Europe other than our location” was 12.2%, of which, countries such as France (41.9%), Germany (37.6%), and
the UK (32.3%), which already have related legislations in place, accounted for a high proportion.

Copyright © 2022 JETRO. All rights reserved. 4



Summary of survey results

Summary of Survey Results (continued)

1. Ratio of companies predicting profit rises, companies expecting increase in operating profit greatly
exceeds those expecting decrease.

The proportion of companies predicting profit in 2021 was 65.7%, a 17.2-point increase over the 48.5% of the previous
year. However, this proportion did not recover to the pre-COVID-19 pandemic level in 2019. Companies predicting
operating profit to increase in 2021 compared to the previous year was 53.6%, greatly exceeding the 13.4% that
predicted their operating profit will decrease. On the other hand, compared to 2019, 38.3% of companies responded that
their profit will increase, while 26.4% of companies responded that it will decrease.(Slides: 1-1, 1-4)

The proportion of companies viewing the current economic situation of the country in which they are based as “Better” or
“Slightly Better” was 40.7%, showing a great improvement of a 32.7-point increase from the previous survey. The
proportion of responses to the same question in Central and Eastern Europe was 57.3%, greatly exceeding that of
Western Europe (38.5%) (2-1).

2. Motivation to expand business exceeded “remain the same”, more companies reviewing business
strategies.

Regarding the outlook for business development over the next one or two years, the proportion of companies responding
“Expansion” increased by 11.6 points from the previous survey to 47.8%, slightly exceeding the 47.6% that responded
“Remain the same”. In the previous survey, “Remain the same” exceeded “Expansion” due to the impact of the spread of
COVID-19, but the responses reversed in this year’s survey (8-2).

On the other hand, it became clear that Japanese-affiliated companies based in Europe were advancing “Change of
procurement source” and “Review of sales prices” given the confusion in supply chains and spread of COVID-19. From
2022 onwards, the proportions of companies that planned to undertake “Increase in new investment/capital investment”,
“Adjustment to the compensation package for staff”, “Review of sales products” and “Automation/labor conservation” was
relatively high (8-7).

In the manufacturing sector, the proportion of companies that chose “Procurement costs” (37.7%) and “Deliveries”
(29.8%) as operational challenges rose greatly from the previous survey by 20.3 points and 17.6 points respectively. This
can be regarded as a result of logistical delays and lengthening lead times caused by a rise in raw material costs due to
difficulties in raw material procurement, rise in logistics cost, and container shortages (3-1).

Copyright © 2022 JETRO. All rights reserved. 5



Summary of Survey Results (continued)

3. Companies engaged in trade between the UK and EU concerned about “Customs clearance procedures”
and “Logistical delays”

- Inregard to the EU-UK Trade and Cooperation Agreement (TCA) which officially came into effect in May 2021, among the
Japanese-affiliated companies that engage in trade between the UK and the EU, 25.0% of companies exporting from the
UK to the EU and 10.4% of companies exporting from the EU to the UK responded that they “Utilize” the TCA. While
46.7% of manufacturing companies based in the UK responded that they had some trade issues related to “Export from
the UK to the EU,” only 11.3% responded the same among manufacturing companies based in the EU. As specific issues,
many Japanese-affiliated companies based in the UK or the EU cited “Customs clearance procedures” and “Logistical
delays” for both importing and exporting (4-6, 4-2, 4-3).

« The average procurement ratio from the EU by Japanese-affiliated manufacturing companies based in the UK was 10.9%,
a fall of 2.6 points from the previous survey. However, companies responding “Expansion” in their future procurement
policy was 30.0%, an increase of 17.5 points. On the other hand, the proportion of Japanese-affiliated manufacturing
companies based in the EU responding “Stay the same” for procurement from the UK was 75%, a 7.9-point decrease, and
the proportion responding “Decrease” was 20.0%, a 5.4-point increase. The results indicated a trend for Japanese-
affiliated manufacturing companies based in the EU to cut back on cross-border procurement from the UK (6-2, 6-3).

« As for issues related to the business environment after the end of the transition period of Brexit, a total of 40% of
Japanese-affiliated companies based in the UK cited “Changes in UK regulations and legislation” and “Securing human
resources in the UK.” Regarding specific points for concern related to “Changes in UK regulations and legislation,” the most
common response among companies based in the UK was “Regulation on personal data protection” at 53.5%. In the
manufacturing sector, “CE marking/UKCA marking” had the highest proportion cited by both companies based in the UK
and the EU (4-4, 4-5).

4. Around 50% of Japanese companies based in the UK utilize the Japan-UK EPA for importing from Japan
to the UK.

« In regard to the utilization of the Japan-UK EPA which came into effect in January 2021, around 50% of Japanese-affiliated
companies based in the UK responded that they “Utilize” it for importing from Japan to the UK. For challenges of utilizing
the Japan-UK EPA, the most common response was “Proof of origin procedures (self-certification)” at 45.7%, followed by
“In-house system improvements” (40.0%) and “Cooperation with suppliers/ business partners” (31.4%). Since the Japan-
UK EPA had gone into effect only recently, it seems that many companies are at the stage of developing procedures and
Systems adapted to it (5_7, 5_8) Copyright © 2022 JETRO. All rights reserved. 6
e



Summary of survey results

Summary of Survey Results (continued)

The average procurement ratio from Japan by Japanese-affiliated companies based in the UK was 39.1%, a 3.6-point
increase from the previous survey before the Japan-UK EPA came into effect (6-1).

Regarding the utilization of the Japan-EU EPA by Japanese-affiliated companies based in the EU, about half, or 49.1%, of
companies responded that they “utilize” it for importing from Japan to the EU. By country, Hungary (80.0%), Czechia
(65.0%), Belgium (64.3%), Poland (53.3%), the Netherlands (52.8%), and Germany (48.4%) were relatively high (5-1).

In terms of logistics routes of companies utilizing the Japan-EU EPA or the Japan-UK EPA, over 90% of companies
responded that they imported directly from Japan to the EU or the UK respectively without going through a third country
(5-9).

5. Companies making efforts towards decarbonization accounts for 40%, interest in green policies focuses
on the shift to EVs

Regarding decarbonization (reduction of greenhouse gas emissions), 40% of companies were already making efforts. If
including companies that were planning to make efforts, the figure exceeded 70%. The most common reason for making
efforts was “Because of the instruction/recommendation from the headquarters (parent company)” at 62.4%, followed
by “Because of the regulations and/or preferential treatments set by the central/local governments in the country/region
of our operation” (33.6%) (10-1, 10-3).

In terms of utilization of digital technologies, the proportion of Japanese-affiliated companies in Europe responding “We
are already utilizing such technologies” was 37.4%. By region, companies in Central and Eastern Europe (53.5%) had a
higher proportion of digital technology utilization than those in Western Europe (35.3%). “Shortage of personnel”
(45.6%) and “High costs” (44.9%) were cited as main challenges of utilizing digital technologies (10-5, 10-6).

EU and respective EU countries are providing measures to support the recovery from the COVID-19 crisis. Among these
measures, Japanese-affiliated companies were most interested in support measures for green investment at 51.2%,
followed by support measures for investment in digitalization at 31.2%, and support measures for purchasing eco-
friendly vehicles at 30.6%. Responses indicating interest in support measures for green investment increased
significantly from the previous survey (32.3%). In relation to green or digital policies and regulations, “Vehicles
emissions targets of CO2" (48.5%) in the EU and “Acceleration of the shift to zero emission vehicles” (60.9%) in the UK
gathered the highest interest, indicating that Japanese-affiliated companies are paying close attention towards the
transition to electric vehicles in the automotive industry in both the EU and the UK (10-8, 10-10).

Copyright © 2022 JETRO. All rights reserved. 7



Summary of survey results

Summary of Survey Results (continued)

6. Human rights in supply chains: 70% recognize as an operational challenge

« In regards to the revision of the EU’s Non-Financial Reporting Directive and the preparation a new directive by the
EU requiring corporate due diligence on human rights, 70.1% of Japanese-affiliated companies based in Europe
recognized that human rights with respect to matters such as labor, safety and health in supply chains is an
operational challenge. Additionally, about 60% of companies responded that they had a policy in place concerning
human rights in supply chains, of which 36.6% required their suppliers to adhere to it as well (11-1, 11-2).

« On the other hand, 42.7% of companies were required by their corporate clients to adhere to such policy, with the
highest proportion of 33.2% required to do so by “corporate clients at our location,” and 12.2% was required to do
so by “corporate clients in Europe other than our location”, of which, countries such as France (41.9%), Germany
(37.6%), and the UK (32.3%), where they already have related legislations in place, accounted for a high
proportion (11-4).

« In terms of human rights-related risks, many companies cited child labor and conflict minerals as specific concerns.
This was probably related to the application of EU’s Conflict Minerals Regulation since January 2021 (11-5).

Copyright © 2022 JETRO. All rights reserved. 8



1-1 Proportion of profitable companies fell short
of the pre-COVID-19 pandemic level

m Looking at changes in the operating profit forecast in the past nine years, in 2021, the proportion of Japanese-affiliated
companies based in Europe forecasting “Profit” was 65.7%. While this was a 17.2-point increase from the previous year
(48.5%) which was impacted by the COVID-19 pandemic, it did not recover to the pre-pandemic (2019) level. Similarly, the
proportion of companies forecasting “Loss” fell at 16.3%, but it did not return to the 2019 (13.7%) level.

(Unit : %) Operating profit forecast trends, All sectors
80.0
76.6 75.4
75.0
70.0
65.0 65.7
Profit (Eurcpe)
60.0 . ‘ 62.6
et Profit {EU)
55.0
50.0 g PPOFiE (LK)
450 : 47.5
/\_/\/\/\/\/ Loss (Europe)
29.6
30.0 28.2
‘..°.é".'.'.,. <eee... Loss (EU)
25.0 K
20.0 - 262 e, "te, 10.8
0.0 o-... 17.3 aa .::.' ., -.'A «engess LOSS (UK)
18.8 A--...:::'°"'°'--}6'6 15.4 15.0 159 .."0 16.3
PO e O BT e TS g g B 13 156
10.0 13.0 e FEX-Ea2e. SRERTTER “'9)”33:.....,,,&%'.8..........ﬁ' 10.8
' 12.2
12.5 121 11.4 9.9
5.0 2012 2013 2014 2015 2016 2017 2018 2015 2020 2021
Europe Eurcpe Europe Eurcpe Europe Europe Europe Europe Europe Europe
n=828 n=979 n=961 n=948 n=556 n=937 n=743 n=818 n=532 n=869
UK n=235 UK n=273 UK n=272 UK n=273 UK n=287 UK n=243 UKn=191 UK n=186 UK n=162 UK n=131
EU n=570 EU n=686 EUn=674 EU n=664 EU n=655 EU n=683 EUn=538 EUn=619 EU n=752 EU n=724
Lopyrignt © 2uzz JEIRU. All rights reserved. 9

Note: ‘n’ includes companies that responded "Breakeven".



1-2 Manufacturing sector not recovering to the pre-
pandemic level either

m Looking at Japanese-affiliated manufacturers based in Europe, the proportion forecasting “Profit” for their 2021 operating profit was 65.2%,
a 20.1-point increase from the previous survey.

The proportion of Japanese-affiliated manufacturers based in the UK forecasting “Profit” for their 2021 operating profit was 60.0%, a 18.1-
point increase since the previous survey. The proportion of Japanese-affiliated manufacturers based in the EU forecasting “Profit” was
64.8%, a 20.2-point increase. Neither recovered to the pre-COVID-19 level.

(Unit : %) Operating profit forecast trends, Manufacturing sector
90.0 -~
81.3
80.0
70.0 : : % . ' _ : 65.2
64.8
Profit (Europe)
60.0 60.0 i
" —8—Profit (EU)
50.0 === Profit (UK)
40.0 --®-- Loss (EU)
Loss (Europe)
30.0
ce<hs+ Loss (UK)
A 22.0
20.0 e . . . . 17.1
% . ST ..- -.o 18. '.... e © ".... . oo ® K -
i P g WALy I 164
10.0 - 13.0 14.6 13 911 136 1147 12.8
4 10.8 7 %
o8 12.8 0.8 "l
6.7
0.0 : : : : : : : : : : : : :
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 20194 2020 2021
Europe Europe Europe Europe Europe Europe Europe Europe Europe Europe Europe Europe Europe Europe
n=348 n=373 n=300 n=350 n=419 n=466 n=481 n=470 n=464 n=416 n=360 n=374 n=435 n=392

UK n=77 UK n=65 UK n=48 UKn=82 UKn=100 UKn=117 UKn=110 UKn=112 UKn=117 UKn=93 UK n=75 UK n=65 UK n=62 UK n=50
EUn=265 EUN=303 EUN=252 EUN=264 EUN=309 EUN=337 EUN=361 EUN=352 EUN=342 EUN=319 EUnN=279 EUN=303 EUN=363 EUN=336

Note: ‘n’ includes companies that responded "Breakeven". Copyright © 2022 JETRO. Allrights reserved. | 10




1. Operating Profit Forecast

The proportion of “Profit” rose, while the

proportion of “Loss”

fell

m For operating profit in 2021, the proportion forecasting “Profit” was 65.7%, “Breakeven” was 18.0%, and “Loss” was

16.3%.

m  Across all sectors in Europe, Western Europe, Central and Eastern Europe, the UK, and the EU, the proportion
forecasting a profit increased and the proportion forecasting a loss decreased compared to the previous survey.

Operating profit forecast in 2021 (by industry)

® Profit Breakeven m | oss (Unit : %)

— Al sectors(n=569) N WM 18.0

g Ma”“f(iiggzg) 18.1
S ) .

Non-Manufactur I 175

g sectors(n=765) N MR 17.3
m .

cpie o
o 3 _ i

=Non-Manufactrs I A 6.7

All Sectors(n=104)“ 23.1

SN 55 BEE

Non-Manurectu s IS 508 ¥

All Sectors(n=131) 17.6

Manufacturing

= (n=5o)_=1_ 18.0

Non-Manufactu e I 7 5

All sectors(n=724) [ 2 18.2

] 652 BEK
Non-M facturi

et 670 BRI

Operating profit forecast in 2021 (by country)

® Profit Breakeven m Loss (Unit : %)
Italy(n=21) [V © .5 CFEN
Austria(n=21) 19.0°1:0
spain(n=31) | INEEEEEEZ% I - SN
Netherlands(n=91) 14.3
Switzerland(n=10)
Hungary(n=13) [N 7.7 RN
Germany(n=273) 18.7
France(n=81) 16.0
Belgium(n=38) 21.1
Czechia(n=35) 20.0
UK(n=131) 17.6
Ireland(n=20) NI 20.0
Romania(n=15) [ 33.3
Sweden(n=10) [N 20.0
Slovakia(n=5) [N 20.0
Denmark(n=9) 22.2
Finland(n=22) 18.2
Poland(n=30) 30.0
Portugal(n=7) 57.1

Copyright © 2022 JETRO. All rights reserved.
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1. Operating Profit Forecast

1-4 About 30% responded “Decrease” compared to
2019 (pre-pandemic)

m  When compared to the previous year (2020), for the 2021 operating profit forecast (by sector), “Increase” (53.6%) greatly
exceeded “Decrease” (13.4%) among Japanese-affiliated companies in Europe overall.

m  On the other hand, compared to before the COVID-19 pandemic (2019), “Increase” was 38.3%, while “Decrease” was 26.4%.
Among Japanese-affiliated manufacturers in Central and Eastern Europe and in the UK, “Decrease” exceeded “Increase.”

Operating profit forecasts in 2021, relative to 2020 Operating profit forecasts in 2021, relative to 2019
(by industry) (by industry)

m [ncrease Remain the Same m Decrease ® [ncrease Remain the Same ® Decrease

Copyright © 2022 JETRO. All rights reserved.

(Unit : %) (Unit : %)
2™ i - S enutacurng —
S (n=301) I 1294 (n=386) 32.1
® Non-Manuf(z:]citir;rég) 35.9 Non-ManuIE?]cztlir;rE 38.0
. §AIISe|vcl‘;c;rjf(an;u7:Zg) 33.5 Al Seh;;iff(arzj:r?g 35.7
58 (o525 I 15515 (n=32) 321
 SJNon-Manufacturing R 365 R et 38.4

All Sectors(n=100) [ IGENE 200 All Sectors(n=98) 32.7
a Manufa(cr’:lireisr;% 27.0 Manum&i%g% 32.3 371
Non-Manufacturing 32.4 Non-Manufacturing 44.4 333 R
Al sectors(n=130) [ TN 37.7 All Sectors(n=130) 39.2 . 30.0
S| MRS I 540 50, 0.0  IEEEEER
Non—Manufa(crEtirEi;ré% 46.3 Non—Manufa(cgirSira% 45.0 _
All sectors(n=723) || I 32.1 All Sectors(n=714) 34.7 . 256 |
| Essss) I 501 330, 327
Non-Manuf(z:]ci%rzigré% 33.8 BE Non-Manuf(?]cztt:J)’r;T)] 36.5 _




1. Operating Profit Forecast

1-5| Limited operating profit by country:
"Increase” limited compared to 2019

m  When looking at the 2021 operating profit forecast (by country) compared to the previous year (2020), the proportion of
companies responding “Increase” accounted for the majority in 13 countries. In Sweden, Portugal and Switzerland, the
proportion of “Increase” was large and no companies responded “Decrease.”

m  On the other hand, when compared to before the COVID-19 pandemic (2019), the proportion of companies responding
“Increase” fell overall and “Increase” accounted for the majority in only four countries.

Operating profit forecasts in 2021, relative to 2020

(by country)
B Increase Remain the Same ® Decrease  (Unit: %)
Sweden(n=11) 18.2
Italy(n=21) 19.0 N
Portugal(n=7) 28.6
Ireland(n=20) 15.0 I
Poland(n=29) 24.1
Hungary(n=13) 15.4
Netherlands(n=90) [ ENEGEGNGEGGGE 32.2 /.8 |
M acuelGe 600 | 40.0
Slovakia(n=5) [ NI 20.0 EFLGN
Austria(n=21) 28.6
Germany(n=274) NI 307 FZWA
France(n=82) 41.5 3
Finland(n=22) RV 22.7
Czechia(n=34) NN 35.3 . 17.6
UK(n=130) 46.9 37.7
Belgium(n=38) 42.1
Spain(n=32) N 50.0 W
Denmark(n=9) [INNEEICIEN 33.3 . 33.3]
Romania(n=13) 0.8 46.2

Operating profit forecasts in 2021, relative to 2019
( by country )

m [ncrease Remain the Same m Decrease  (Unit : %)
SOEIEIGE)N 600 40.0
Italy(n=21) 23.8
Portugal(n=7) 42.9
Sweden(n=11) 36.4 0.1 |
Netherlands(n=89) 36.0 . 18.0 |
Denmark(n=9) INEIGNGNGNE:YCYEE 33.3 22D
Poland(n=28) 28.6
Finland(n=21) 33.3
Germany(n=272) 33.5 24.6
Switzerland(n=10) 30.0 KLY
Hungary(n=13) HEECTEEE 231 NEREN
Ireland(n=20) 20.0
France(n=80) 38.8
Spain(n=32) 34.4
UK(n=130) IETEEEN 39.2 . 30.0]
Romania(n=13) [ IENEIEE 46.2 231
Belgium(n=38) 39.5
Czechia(n=34) 32.4
Austria(n=19) 57.9 | 15.8
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1. Operating Profit Forecast

About half responded “10-30%" profit
inCrease rate

m  When companies that responded “Increase” for their 2021 operating profit forecast were asked about the rate of
increase compared to before the pandemic (2019), the most common response was “10-30%" at 53.2%.

m Looking by region, “Increase of 10-30%" was the most common response in Western Europe, and Central and Eastern
Europe. In Western Europe, “Increase of more than 70%"” was the next highest answer, while in Central and Eastern
Europe, “Return to profitability” was the next highest.

Forecast increase in operating profit for 2021, relative to 2019

(Left: by region, Right: by industry) (Unit : %)
53.2 53.2
10-30% 52.6 10-30% 52.8

8.2 8.2
40-60% | AV 40-60% o
14.7 14.7
more than 70% 15.6 more than 70% 14.4
16.2 16.2
Return to profitability 15.6 Return to profitability 16.8

7.7 7.7
Deficit reduction i Deficit reduction ReH0)
3.6
m Europe(n=271) m Western Europe(n=243) CEE(n=28) m All Sectors(n=271) m Manufaturing(n=125)

Non-Manufaturing(n=146) _ _
Copyright © 2022 JETRO. All rights reserved. 14




1. Operating Profit Forecast

1-7 Degree of impact of COVID-19 differs
between sectors

m  Looking at the 2021 operating profit forecast compared to the previous year (2020) by sector, many respondents answered “Increase.”
“Ceramic/stone and clay products” had the highest rate with all respondents of the category answering “Increase.” “Banks” had the highest
rate of responding “Decrease,” followed by “transportation equipment parts (motor vehicles/motorcycles).” Both categories had more than
20% of companies responding “Decrease”.

m  While many companies cited “Reactionary increase from the previous year’s decrease in sales due to COVID-19 (Reactionary increase)” as
the reason for increase, many cited “Decrease in sales due to COVID-19” as the reason for decrease. This indicates that the degree of
impact from COVID-19 differs by sector.

Operating profit forecast in 2021 for Japanese Operating profit forecast in 2021 compared to 2020
companies in Europe : ratio of “Increace / Decrease" responses by industry
(Unit : %) (Unit : No. of respondents. %)
n=867
1 Ceramic/Stone and clay products 7. 100.0
2  Rubber products 8 80.0
3  Food/Processed food, agricultural or fishery products 20 71.4
Remain Increase 3  General machinery 32 62.7
5 Wholesale 3 61.9
the Same. NS
1 Banks 26.3
33'00/0 2 Transportapon equipment parts 15 23.8
(Motor vehicles/Motorcycles)
3 Electrical machinery parts/Electronic device parts 5 19.2
. 4 Electrical machinery/Electronic devices 5 16.1
m Increase w Remain the same m Decrease .
5 Trading 9 11.5

Reasons for “Increase" or “Decrease" in 2021 forecast relative to 2020
(Increase: n=459, Decrease: n=115) <Multiple Answers Given>

" " Response| Reactionary increase from the previous year’s decrease | Increase in sales
REEEONS for I in sales due to COVID-19 (Reactionary increase) _ |due to COVID-19| Other

1 Sales increase in local markets 76.9% 65.4% 20.5% 29.1%

2 Sales increase due to export expansion 35.9% 66.0% 23.1% 26.9%
u @ Response Decrease in sales Reactionary decrease from the previous year’s increase

RERSENE (07 T DEIERES rate  due to COVID-19 in sales due to COVID-19 (Reactionary decrease) ity

1Sales decrease in local markets 49.6% 68.5% 13.0% 33.3%

2Rising of procurement costs 46.1% 64.0% 0.0% 50.0%
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1. Operating Profit Forecast

Half forecast 2022 operating profit increase
compared to the previous year

When compared to 2021, the proportion of companies responding “Increase” for the 2022 operating profit forecast was about 50%.

By sector, manufacturers in Western Europe had a high proportion of companies responding “Increase.” The reasons for this were
“Sales increase in local markets” and “Sales increase due to export expansion” (81.9% and 45.1% respectively).

On the other hand, manufacturers in Central and Eastern Europe had the highest proportion of companies responding “Decrease.”
The biggest reason for this was “Rising of procurement costs” at 53.8%, followed by “Sales decrease in local markets” and “Sales
decrease due to export slowdown” (both 46.2% respectively).

Operating profit forecasts in 2022, relative to 2021 Reasons for "Decrease" or "Increase" in 2022
(by industry) forecast relative to 2021
B Increase Remain the Same B Decrease (Unit : %) (Unit : No. of respondents. %)
—All Sectors(n=847) | L WA 43.0 Western Europe (Manufacturing) (n=182) [Increasel
c Manufacturin
g (n=375, Y 581 . [Responses| %
® NO”'ManUf(aCtljrr%% 46.2 1 Sales increase in local markets 149  81.9
n= - : . . .
— All Sectors(n=750) 43.3 2 Sales increase due to export expansion 82 : 45.1
£ Manufacturing Reduction of other expenditures
S & (n=315) 39.4 3 (e.g., administrative/utility costs/fuel costs) 44| 24.2
°s Non'ManUf(?,]CEjgg% 46.2 X3 4 Improvement in the operating rate 36  19.8
All Sectors(n=97) 40.2 5 Reduction of labor costs 30 16.5
O Manufacturing 517 36.7
m =] 517 : :
" Non—Manufacturing 459 1 CEE (Manufacturing) (n=13) [Decreasel
o ' ' |
Responses| %
Al sectors(n=130) YR 50.0 7y -
Manufacturing 1 Rising of procurement costs 7 53.8
= Nom f(nt=1_50) 38.0 0 Sales decrease in local markets 6  46.2
on-tant a(cni%%g) 57.5 1 Sales decrease due to export slowdown 6 46.2
All sectors(n=705) [ G 41.6 BNl . Increase of other expenditures 3 231
Manufacturing (e.g., administrative/utility costs/fuel costs) :
& (n=321) NN 38.9 : . — .
Non-Manufactutin 5 Production costs insufficiently shifted to 3231
acun 438 selling price of goods |

Copyright © 2022 JETRO. All rights reserved.
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1. Operating Profit Forecast

1-g| More companies “Remain the Same” for the
‘22 operating profit forecast compared to ‘21

m  When comparing the 2021 operating profit forecast and the 2022 operating profit forecast over the respective previous year, the
proportion of companies responding “Increase" fell in most countries, but the proportion responding “Decrease” also fell and the
proportion responding “Remain the same” increased.

m  However, while companies responding “Increase” rose in Ireland, Czechia, Romania, etc., in countries such as Hungary and Portugal,
the proportion responding “Decrease” increased, indicating that the trend of operating profit forecast differed by country.

2021 operating profit forecast 2022 operating profit forecast
relative to 2020 results (by country) relative to 2021 (by country)
m Increase Remain the Same m Decrease (Unit : %) B Increase Remain the Same ® Decrease (Unit : %)
Sweden(n=11) 18.2 Ireland(n=19) |G- 158N
Italy(n=21) 19.0 ENEE Sweden(n=10) 20.0 Iy
Portugal(n=7) 28.6 Finland(n=21) 28.6 [Nl
EENCIGEPION 650 LN 200 BENeCOEGECM 576 36.4 1
Poland(n=29) pZBSE 13 .8 | Portugal(n=7) 28.6
Hungary(n=13) 15.4 IVEGEIGESE)M 556 | 33.3 11.1
Netherlands(n=90) [ ENREGEGEGEGEGEGGY N 32.2 AW  Romania(n=13) NG 46.2

switzerland(n=10) [ NEGEGENEGG 40.0 Germany(n=270) 41.5 B 1 |
SOVEREIGESN 600 Pl 20.0 | Poland(n=28) [HNNNEGEGELTIEEEN 46.4 5
Austria(n=21) 28.6 Netherlands(n=91) [ EGEGNNGNV:CEEGEGEG 45.1 5 |
Germany(n=274) 30.7 SENIGERON 488 | 42.5 8.8 |
France(n=82) 41.5 7.3 | Spain(n=31) 48.4 48.4 ) |

Finland(n=22) [N 22.7 Italy(n=20) (NN 55.0
CTOEIGERZN 474 35.3 L 17.6 | UK(n=130) 50.0

UK(n=130) 46.9 37.7 IFEE  Switzerland(n=9) VYV 55.6
Belgium(n=38) NGV 42.1 FEWA  Denmark(n=9) 44 4 33.3 22D ]
Spain(n=32) 40.6 50.0 9.4 | Slovakia(n=5) 40.0 40.0 . 20.0|
Denmark(n=9) IINEEIEE 33.3 BEEREN Hungary(n=13) [INEECEN 30.8 . _____30.8
Romania(n=13) 0.8 46.2 Belgium(n=35) 57.1 8.6
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1. Operating Profit Forecast

1-10

in all countries

m Looking at 2021 operating profit forecasts compared to 2020 by DI (diffusion index), all countries apart from Denmark

recorded positive values.

Business sentiment for 2022 turned positive

m Looking at 2022 operating profit forecasts compared to 2021 by DI, all countries recorded positive values. The number of
countries with 60 points or more fell, and the number of countries with less than 40 points also fell.

Operating profit forecast DI in 2022

Operating profit forecast DI in 2021
relative to 2020 results (by country)

Sweden(n=11)
Portugal(n=7)
Italy(n=21)
Switzerland(n=10)
Netherlands(n=90)
Poland(n=29)
Ireland(n=20)
France(n=82)
Austria(n=21)
Germany(n=274)
Slovakia(n=5)
Hungary(n=13)
Belgium(n=38)
UK(n=130)
Spain(n=32)
Czechia(n=34)
Finland(n=22)
Romania(n=13)
Denmark(n=9)

0

7.7

(Unit : point)

71.4
61.9
60.0

52.2

48.3
45.0
43.9
42.8
40.9
40.0
38.4

31.5

31.5

31.2

29.5
22.7

81.8

relative to 2021 (by country)

Ireland(n=19)
Sweden(n=10)
Romania(n=13)
Finland(n=21)
Czechia(n=33)
Poland(n=28)
Spain(n=31)
Italy(n=20)
Austria(n=18)
Switzerland(n=9)
Netherlands(n=91)
Portugal(n=7)
Germany(n=270)
France(n=80)
UK(n=130)
Belgium(n=35)
Denmark(n=9)
Slovakia(n=5)
Hungary(n=13)

(Unit : point)

73.6
60.0
53.8
52.4
51.5
46.4
45.2
45.0
44.5
44.4
44.0
42.8
42.3
40.0
39.2
25.7
22.2
20.0
7.7

Note : The Diffusion Index (DI) is a value obtained by deducting the proportion of companies who replied "Decrease" from those that replied "Increase".
It is an indicator for showing in numerical form how business confidence is changing.
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1-11| Less companies predict “Increase” or “Decrease”

in 2022 operating profit forecasts

m For the 2022 operating profit forecasts compared to 2021, the proportions of Japanese-affiliated companies in both Europe
and the EU responding “Increase” were 49.7% and 50.6% respectively, both figures falling compared to the previous survey.
The proportion of Japanese-affiliated companies in the UK responding “Increase” fell 0.3 points to 44.6% compared to the
previous survey. The proportions responding “decrease” also fell from the previous figures in all three regions.

(Unit : %) Trend in operating profit forecasts for the year following the survey year
60 -
50.6
50 -
49,7
39.5
\ L A
40 - 43.0 43.0 42.7 \433 40.7 /as o 44.6
Increase (Europe)
—o—Increase (EU)
30 | 348
—&— Increase (UK)
26.5 Decrease (Europe)
20 - 171 --®-- Decrease (EU)
n—16.9
{T £133 115 [121*35% ------ 4+ Decrease (UK)
'-:'.. 9.1 .10' q,'..-' ,.]._.2._0".-‘ ............ .1.0....t...:.. -.‘..12.0
10 1 R R ‘L\ .............. T1. 12.0 “4-9.8, 7.8
159 . ‘_7.-6-' 9.7 t \--..{
N “7.8.. % 11.5 10.6 9.5 8 7.3
6.8 3 8.1 9.1 .
he 48 Y ) . A 5.4
8.4
0 T T T T T T T T T 1
2012/13  2013/14  2014/15  2015/16  2016/17  2017/18  2018/19  2019/20  2020/21  2021/22
Europe Europe Europe Europe Europe Europe Europe Europe Europe Europe
n=824 n=973 n=956 n=942 n=993 n=936 n=744 n=814 n=924 n=847

UK n=233 UKn=271 UKn=271 UKn=273 UKn=285 UKn=243 UKn=190 UKn=185 UKn=158 UK n=130

EUn=567 EUN=682 EUN=672 EUN=658 EUN=695 EUN=682 EUN=540 EUn=618 EUN=748 EUn=705 _
Note : ‘n’ includes companies that responded "Breakeven". Copyright © 2022 JETRO. All rights reserved. | 19




2. Current Domestic Market Conditions and Future Prospects

2-1

adoung

Overall current market conditions improved
dramatically compared to the previous year

Regarding the companies’ views on current market conditions in the country they are based in, the proportion of all companies in
Europe responding “Better" (8.5%) and “Slightly better" (32.2%) totaled 40.7%, a dramatic increase of 32.7 points over the
previous year’'s survey. The same proportion in Western Europe was 38.5%, while in Central and Eastern Europe, it was rather high

at 57.3%.

In the UK, which left the EU, the total responses of “Better” (8.8%) and “Slightly better” (17.6%) accounted for 26.4%, up 23.3
points over the previous year. Specifically in the manufacturing sector, such responses saw a 26.5-point increase to 31.3%.
Regarding future prospects for the UK market conditions, replies combining “Improving” (11.2%) and “Slightly improving" (53.6%)
accounted for 64.8%, a 36.3-point increase compared to the previous survey. On the other hand, the total responses of “Slightly
worse” (20.8%) and “Worse” (2.1%) among manufacturers based in the UK marked the highest proportion at 22.9%.

Domestic market conditions
(by industy)

B Better ® Slightly Better

All Sectors(n=836)
Manufacturing(n=370)
Non-Manufacturing(n=466)

adoung

UI9ISOM

All Sectors(n=740)
Manufacturing(n=310)

Non-Manufacturing(n=430)

I EER

All Sectors(n=96)
Manufacturing(n=60)
Non-Manufacturing(n=36)
All Sectors(n=125)
Manufacturing(n=48)
Non-Manufacturing(h=77)
All Sectors(n=699)
Manufacturing(n=318)
Non-Manufacturing(n=381)

Cannot Say = Slightly Worse ® Worse

(Unit : %)
ENEE 435 13.2
EBEZRI 405 138
/.7 307 [ CbRe 128
8.4 30.1 R 13.4
(0.0 31.6 [Nk M 4.2
.2 29.1 | 47.9 I2.8
Y2510 2.1
b7 46.7 [Pl 1.7
25.0'F002.8
W 456 M2
41.7 M 04
#BrEEl 481 Bs.2
XEEG T 435 12.6
B4 36.8 k] 12.8
8.4 325 | 46.2 12.4

adoung

adoung
UJI21SaM

Domestic market prospects

® Improving
Slightly Worse

All Sectors(n=835)
Manufacturing(n=369)
Non-Manufacturing(n=466)
All Sectors(n=739)
Manufacturing(n=309)
Non-Manufacturing(n=430)
All Sectors(n=96)
Manufacturing(n=60)
Non-Manufacturing(n=36)
All Sectors(n=125)
Manufacturing(n=48)
Non-Manufacturing(n=77)
All Sectors(n=698)
Manufacturing(n=317)
Non-Manufacturing(n=381)

(by industy)

m Slightly Improving No change
®m Worse
(Unit : %)
282N 0.7
6 537 2L 05N
249°1F 0.4
24,03 0.7
2210MEK) 1.0
0.Z 591 Bk 0.5
AT 1.0
6.7 650 [ /0.0
I 19.4
1112 53.6 [Bwkp) 116
18.8 |21
6.5 623 [ 30BN
23570 0.6
2 558 [ ii: 7GR
2SRIER 0.3
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2. Current Domestic Market Conditions and Future Prospects

2-2

Response rate of “Worse” for “Future
Prospects” fell from the previous year

m Looking at the companies’ views by country on current market conditions in the country they are based in, Poland had the
highest response rate of “Better” with 20.7%. The total responses of “Better” and “Slightly better” made up 86.2% in Poland,
followed by 66.7% in Romania, 63.2% in Ireland, and 60.0% in Sweden.

m Portugal had the highest combined rate (100%) of “Improving” and “Slightly improving” for future prospects, followed by
Austria, Hungary, and Romania, with 83.3% respectively. Compared to the previous survey, the response rates for “Worse”
and “Slightly worse” fell in almost all countries.

Domestic market conditions

Domestic market prospects

(by country) (by country)
m Better m Slightly Better  m Cannot Say ® Improving m Slightly Improving = No change
m Slightly Worse  m Worse (Unit: %) = Slightly Worse = Worse (Unit : %)
Poland(n=29) IV s .9 ) Denmark(n=10)  IZINC N FYON0) 4 000 F )
Sweden(n=10) KON O 4000 Ireland(n=18) IZZ7 N O 222
Denmark(n=10) [IZZCNCNENONO] [ 50.00 OO ENY]  Netherlands(n=90) I 2440 e
Romania(n=12) I 250 EE Portugal(n=7)
Netherlands(n=90) Finland(n=21) IFZICH Y2 286 s
Ireland(n=19) INEEHN NN YN se.s Poland(n=29) [IEEEHE NN 2007002
Finland(n=21) INCEHIENZCEE S8 Germany(n=266) IR I I 244
Portugal(n=7) IFCECHIIEZEEN 429 e France(n=79) I N 203
UK(n=125) EENEAIENEsemmmy s mmm UK(n=125) NN 232 e
Hungary(n=12) IEEEEEEENN " an7ammm 1 Austria(n=18) IEEE I e
Germany(n=267) N ESFNggEmmeEnd| Sweden(n=10) IFH 100/ e
FENCGEVEIEE 6.3 21.5 IR A 2080 S 1 | Italy(n=21) 47.6 L ckich 4848
Austria(n=18) IECNNEE g Romania(n=12) [EEIINNNE s me.7
Spain(n=30) EEMETSe 7 N EEN YA Hungary(n=12) XIS —s e e
Belgium(n=34) FENZEEN a2 e SPENIGECINNG. 5 516 LR GIS
Switzerland(n=9) IINNENZZENN 333 ZEEmem Czechia(n=33) [HENINNEEEEN g2 eEn
Czechia(n=33) IEEEEEEN8dammErEn Belgium(n=34) ER NG 2ess e
Italy(n=21) IEEENs24nn e e Switzerland(n=9) N7 e
Slovakia(n=5) NN 20,0 e Slovakia(n=5) NN 40,0 e
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3. Operational Challenges

3.1/ Securing human resources and procurement
costs are new operational challenges in Europe

m The biggest operational challenge in Europe overall was “securing human resources” (43.1%). “Spread of COVID-19”
(42.8%), which was the biggest issue last year, fell 14.4 points compared to the previous year, a drastic fall from the
results of the previous survey.

m In the manufacturing sector, the 20.3-point increase over the previous year for “Procurement costs” (37.7%) and the
17.6-point increase for “deliveries” (29.8%) were notable, reflecting the shortage of raw materials.

Operational challenges in Europe <Multiple Answers Given> (Units : %. points)

Manufacturing Non-Manufacturing

1 Securing human resources 34.0 43.1 9.1 36.5 52.1 15.6 31.8 35.7 3.9
2 Spread of COVID-19 57.2 42.8 N\ 14.4 58.0 45.5 A 12.5 56.6 40.7 A 15.9
3 High labour costs 40.4 37.2 A 3.2 40.1 36.9 A 3.2 40.7 37.5 A 3.2
4 Transportation costs 39.7 36.2 A 3.5 38.4 41.3 2.9 40.9 32.0 A 8.9
5 Eggifar‘tfgﬁ' (%aDth'D)rOte‘:t'O” 25.8 276 1.8 24.3 242 AO0.1 27.1 30.5 3.4
6 Procurement costs 11.8 24.8 13.0 17.4 37.7 20.3 6.8 14.1 7.3
7 Rapid labour costs growth 23.5 23.9 0.4 28.2 27.8 A 0.4 19.3 20.7 1.4
8 Transfer pricing taxation 18.7 22.9 4.2 21.2 24.8 3.6 16.5 21.4 4.9
8 Deliveries 9.5 229 134 12.2 29.8 17.6 7.2 17.3 10.1
9 tgnwne);g{fress Sinisiieel 19 29.7 228 A 6.9 37.5 275 A 10.0 22.9 189 A 4.0
10 Strict dismissal laws 26.8 22.3 N 4.5 25.5 21.2 A 4.3 28.0 23.2 N 4.8
11 Customs clearance issues 17.5 22.2 4.7 21.2 23.7 2.5 14.2 20.9 6.7
12 UK's exit from the EU 39.7 219 17.8 38.4 17.1 A 21.3 40.9 25.9 A 15.0
13 Quality of workforce 18.4 20.7 2.3 18.6 21.8 3.2 18.2 19.8 1.6
14 Visa/work permits 24.9 199 A 5.0 24.1 19.3 A 4.8 25.6 20.5 A 5.1

Note: The transition period for the UK’s exit from the EU ended at the end of 2020. Responses in 2020 were for problems and risks for the exit

from the EU itself, and responses in 2021 were for the handling of systems and procedures accompanying the exit from the EU.
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3. Operational Challenges

3. COVID-19 continues to be a challenge in
Western Europe

m In Western Europe overall, “Spread of COVID-19" (42.3%) remained the biggest management issue since 2020.
However, the rate fell 15.1 points over the previous year, suggesting the reduction of its impact on management.

m The “UK'’s exit from the EU” (23.7%) fell drastically by 18.0 points over the previous year. Instead, “Transportation
costs” (35.9%) rose rapidly as a new challenge, with a 21.4-point increase.

Operational challenges in Western Europe <Multiple Answers Given> (Units : %

Sector

. points)

Manufacturing Non-Manufacturing

1 Spread of COVID-19 57.4 42.3 N 15.1 57.9 43.6 A 14.3 57.0 41.3 A 15.7
2 Securing human resources 32.3 39.7 7.4 33.0 47.5 14.5 31.8 33.9 2.1
3 High labour costs 42.2 39.3 A 29 42.4 39.9 A 2.5 42.1 38.8 A 3.3
4 Transportation costs 14.5 359 214 15.8 40.3 24.5 13.5 32.7 19.2
5 Eggifa'lfgﬁ' (%aDtSRF;mteCt'O” 27.2 283 1.1 25.8 241  Al7 28.4 31.4 3.0
6 Strict dismissal laws 28.4 23.8 A 4.6 28.0 23.8 A 4.2 28.8 23.8 A 5.0
7 UK’s exit from the EU 41.7 23.7 A 18.0 40.2 18.5 A 21.7 43.0 27.5 A 15.5
8 Transfer pricing taxation 19.0 23.0 4.0 21.1 23.8 2.7 17.4 22.4 5.0
9 Procurement costs 10.8 22.8 12.0 15.5 34.0 18.5 6.9 14.5 7.6
10 tgnggtrécris SR, 2} 29.3 223 A 7.0 37.4 284  A9.0 22.7 177 A 5.0
11 Deliveries 9.4 21.8 12.4 12.5 28.4 15.9 6.9 17.0 10.1
12 Customs clearance issues 17.3 21.7 4.4 21.1 22.8 1.7 14.2 20.9 6.7
13 Quality of workforce 17.7 19.2 A 3.1 17.5 19.5 2.0 17.8 18.9 1.1
14 Rapid labour costs growth 19.2 18.2 A 5.9 21.9 18.2 A 3.7 16.9 18.2 1.3
15 Visa/work permits 23.2 17.5 5.7 20.8 14.9 A 5.9 25.2 194 A 5.8

Note: The transition period for the UK’s exit from the EU ended at the end of 2020. Responses in 2020 were for problems and risks for the exit

from the EU itself, and responses in 2021 were for the handling of systems and procedures accompanying the exit from the EU.
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3. Operational Challenges

3.3/ Challenges in Central and Eastern Europe are
securing human resources and labour costs

m In Central and Eastern Europe overall, “Securing human resources” (68.8%), which was the third biggest concern last year, drastically
increased 20.4 points over the previous year to become the biggest operational challenge. This was followed by “High labour costs growth”
(67.7%), which increased by 7.5 points.

m In the manufacturing sector, noticeably more respondents cited “Procurement costs” (56.7%) by 27.4 points, “Transportation costs”
(46.7%) by 20.8 points, “Increasing energy cost” (46.7%) by 24.3 points, and “Deliveries” (36.7%) by 26.4 points, over the previous year.

Operational challenges in Central and Eastern Europe <Multiple Answers Given>
(Units : %. points)

1 Securing human resources 48.4 68.8 20.4 58.6 75.0 16.4 31.4 57.6 26.2
2 Rapid labour costs growth 60.2 67.7 7.5 67.2 76.7 9.5 48.6 51.5 2.9
3 Spread of COVID-19 55.9 47.3 N 8.6 58.6 55.0 A 3.6 51.4 33.3 A 18.1
4 Procurement costs 20.4 39.8 194 29.3 56.7 27.4 5.7 9.1 3.4
5 Visa/work permits 39.8 38.7 A 1.1 44.8 41.7 A 3.1 31.4 33.3 1.9
5 Transportation costs 19.4 38.7 19.3 25.9 46.7 20.8 8.6 24.2 15.6
6 Quality of workforce 24.7 32.3 7.6 25.9 33.3 7.4 22.9 30.3 7.4
7 Increasing energy cost 18.3 31.2 129 22.4 46.7 24.3 11.4 3.0 A 8.4
7 Deliveries 10.8 31.2 204 10.3 36.7 26.4 11.4 21.2 9.8
8 tgm;gtrfress Sl (2} 33.3 26.9 A 6.4 37.9 233 A 146 25.7 33.3 7.6
9 Customs clearance issues 19.4 25.8 6.4 22.4 28.3 5.9 14.3 21.2 6.9
10 Transfer pricing taxation 16.1 22.6 6.5 22.4 30.0 7.6 5.3 9.1 3.8
EU General Data Protection

10 Regulation (GDPR) 14.0 22.6 8.6 15.5 25.0 9.5 11.4 18.2 6.8
10 REACH 19.4 22.6 3.2 24.1 28.3 4.2 11.4 12.1 0.7
11 High labour costs 24.7 215 A 3.2 25.9 21.7 N 4.2 22.9 21.2 AN 1.7
11 Highways 16.1 21.5 5.4 17.2 18.3 1.1 14.3 27.3 13.0
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3. Operational Challenges

3.4/ The UK’s Exit from the EU remains a challenge
for Japanese affiliates based in the UK

m  For Japanese-affiliated companies based in the UK, the “UK’s exit from EU” (47.9%) remains the biggest operational challenge.
However, its impact on management fell, as shown with a 25.8-point decrease compared to the previous year. The “Spread of
COVID-19 infections” (44.6%) also fell by 11.3 points.

m In the UK as well, “Securing human resources” (41.3%) and “Transportation costs” (29.8%) became new key issues post-pandemic.

Operational challenges in UK <Multiple Answers Given> (Units : %. points)

Manufacturing Non-Manufacturing

1 UK's exit from the EU 73.7 479 A 25.8 78.7 543 A 244 70.3 44.0 A 26.3
2 Spread of COVID-19 55.9 446 A 11.3 49.2 47.8 A 1l4 60.4 42.7 N 17.7
3 Securing human resources 30.9 41.3 10.4 32.8 56.5 23.7 29.7 32.0 2.3
4 Customs clearance issues 32.2 38.8 6.6 44.3 58.7 14.4 24.2 26.7 2.5
5 High labour costs 31.6 298 A 1.8 27.9 23.9 AN 4.0 34.1 33.3 A 0.8
EU General Data Protection
5 Regulation (GDPR) 28.3 29.8 1.5 16.4 23.9 7.5 36.3 33.3 A 3.0
5 Transportation costs 12.5 29.8 17.3 16.4 41.3 24.9 9.9 22.7 12.8
6 Transfer pricing taxation 17.8 19.8 2.0 19.7 17.4 AN 2.3 16.5 21.3 4.8
Procedures for VAT refunds
7 are complex and/or lack of 11.8 19.0 7.2 9.8 19.6 9.8 13.2 18.7 5.5
transparency
7 Deriveries 11.2 19.0 7.8 16.4 28.3 11.9 7.7 13.3 5.6
8 Strict dismissal laws 16.4 18.2 1.8 14.8 15.2 0.4 17.6 20.0 2.4
8 Exchange rate fluctuations 34.2 18.2 A 16.0 41.0 26.1 A 149 29.7 13.3 AN 16.4
8 Procurement costs 12.5 18.2 5.7 16.4 32.6 16.2 9.9 9.3 A 0.6
9 Rapid labour costs growth 14.5 16.5 2.0 14.8 19.6 4.8 14.3 14.7 0.4
9 Quality of workforce 15.1 165 A 14 16.4 23.9 7.5 14.3 12.0 A 2.3

Note: The transition period for the UK’s exit from the EU ended at the end of 2020. Responses in 2020 were for problems and risks for the exit

from the EU itself, and responses in 2021 were for the handling of systems and procedures accompanying the exit from the EU.
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3. Operational Challenges

3.5 Spread of COVID-19 infections has a major
impact on the movement of persons and goods

m The response rate of “Spread of COVID-19 infections” (42.8%), which was the second biggest operational challenge in Europe
overall, was particularly high in Sweden (62.5%), Poland (60.7%), and Switzerland (55.6%). Spain, which recorded the
highest rate the previous year, had a 47.5-point decrease to 40.0%, falling below the European average (42.8%).

m “Restrictions on extra-EU travel” (64.5%), “Rise in logistics cost” (60.2%), “Restrictions on cross-border travel within EU”
(59.9%) were cited as specific concerns. “Decline in consumption demand” (37.2%) showed improvement with the rate
decreasing 27.7 points over the previous year.

Response rate by country
<Multiple Answers Given>

Specific concerns regarding spread of COVID-19
<Multiple Answers Given>

Total (n=803)
Sweden (n=8)
Poland (n=28)
Switzerland (n=9)
Ireland (n=19)
Austria (n=16)
Czechia (n=33)
UK (n=121)
Netherlands (n=87)
Germany (n=262)
Finland (n=17)
Spain (n=30)
Slovakia (n=5)
France (n=73)
Belgium (n=34)
Denmark (n=8)
Italy (n=20)
Hungary (n=12)
Romania (n=12)

I 42.8 (Unit : %)

s 0.5 Restrictions on extra-EU travel
I (0.7
I 55.6
I 52.6
I 50.0
I 45.5
I 44.6
I 43.7
I 4 1.6
I 4 1.2
e 40.0
I 40.0
I 38.4
I 38.2
I 37.5
s 35.0
I 33.3
5.0

Transportation costs

Restrictions on cross-border
travel within EU

Supply chain disruption

Decline in consumption demand

Measures to ensure the safety of
workplace

Restrictions on domestic travel

Decline in utilization rate of factories

Responding to employees
who do not want Covid-19 vaccination

Restrictions on store operations

Other

(Unit : %)

I ¢ 5
I <02
I 50
pE
e
B 270

B 270

B 20

| pEE

B 40

j 23
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3. Operational Challenges

3.6/ Securing human resources is a major
challenge for Central and Eastern Europe

m  The response rate for “Securing human resources” (43.1%), which was the biggest operational challenge in Europe overall,
was particularly high in Central and Eastern Europe, with Hungary (91.7%) having a 48.8-point increase over the previous
year, Czechia (78.8%) having a 22.9-point increase, and Poland (71.4%) having a 28.1-point increase.

m Looking at a breakdown of “Securing human resources” needed, “Factory workers” (34.4% in Europe overall) increased by
12.0 points compared to the previous year.

Response rate by country Breakdown of human resources sought
<Multiple Answers Given> <Multiple Answers Given>

(Unit : %) (Above: Number of respondents, Below: %)

Total(n=803) mE—— 43.1 91.7 No. of IoT/AI Management| Factory Other

Hungary(n=12) S ————— Responses | specialists | personnel workers
Czechia(n=33) mEEEEE————— 7S.8 346 74 209 119 77
Europe 100.0 21.4 60.4 34.4 22.3
Poland(n=28) m——— 71.4 582 57 176 74 71
Western Europe
Portugal(n=6) I (6.7 100.0 20.2 62.4 26.2 25.2
Denmark(n=8) IE——— 6.5 105 20 68 24 30
Ry 100.0 19.0 64.8 20.0 28.6
Italy(n=20) e 50.0 50 10 31 18 10
UK

Netherlands(n=87) 1 44.8 100.0 20.0 62.0 36.0 20.0
Belgium(n=34) m—— 44.1 39 8 31 9 8
. Nerenianas 100.0 20.5 79.5 23.1 20.5
Romania(n=12) e 41.7 20 5 1 2 3
UK(n=121) o— 41.3 France 100.0 10.0 60.0 35.0 15.0
Finland(n=17) m—— 41.2 : 15 5 9 5 1
( Belgium 100.0 33.3 60.0 33.3 6.7
Germany(n=262) m—— 40.1 _ 9 > 6 1 3
Slovakia(n=5) — 40.0 Spain 100.0 22.2 66.7 11.1 33.3
Sweden(n=8) e 37.5 Central & Eastern 64 17 33 45 6
Ireland(n=19) 36.8 Europe 1002.2 26.2 511.2 702.2 9.431
Switzerland(n=0)  —— 33.3 Czechia 100.0 30.8 50.0 84.6 11.5
Austria(n=16) mm— 31.3 Poland 20 2 11 11 2
Spain(n=30) e 30.0 1001.(1) 10.2 55.;)r 55.3 10.(2
France(n=73) mmmmmm 27.4 Hungary 100.0 27.3 36.4 72.7 9.1

Note: Countries and regions with responses of 8 or more only Copyright © 2022 JETRO. All rights reserved. 27
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3. Operational Challenges

3-7

Labour costs affect Western Europe and labour
costs impacts Central and Eastern Europe

m Looking at the response rate by country of “High labour costs” (37.2%) which was the third biggest operational challenge
in Europe overall, Western European countries ranked high such as Switzerland (88.9%), Denmark (62.5%), and Belgium
(55.9%). Switzerland showed an increase of 22.2 points compared to the previous year.

m Looking at the response rate by country of “Rapid labour costs growth” (23.9%), the seventh biggest operational challenge
in Europe overall, Central and Eastern European countries such as Hungary (91.7%), Czechia (69.7%), and Poland
(64.3%) ranked high.

[High labour costs] Response rate by country

<Multiple Answers Given>

Total(n=803)
Switzerland(n=9)
Denmark(n=8)
Belgium(n=34)
Austria(n=16)
Sweden(n=8)
France(n=73)
Ireland(n=19)
Germany(n=262)
Finland(n=17)
Netherlands(n=87)
Czechia(n=33)
UK(n=121)
Hungary(n=12)
Italy(n=20)
Slovakia(n=5)
Spain(n=30)
Poland(n=28)
Romania(n=12)
Portugal(n=6)

I 37.2

I 3 3.9
I 2.5
I 55.0
I 50.0
I 50.0

IS 42.5
I 42.1
I 41.6
IS 41.2
s 40.2
e 33.3
s 09.8
e 25.0
s 20.0
mmmmm 20.0

mm 16.7
14,3

mm 3.3

0.0

(Unit : %)

[Rapid labour costs growth ] Response rate by country

<Multiple Answers Given>

(Unit : %)

Total(n=803) m—— 23.9

Hungary(n=12) I O 1 . 7
Czechia(n=33) T TE—— O .7
Poland(n=28) e (4.3
Slovakia(n=5) I (0.0

Romania(n=12) IS 58.3
Sweden(n=8) MEEEE——— 37.5
Portugal(n=6) m— s 33.3

Italy(n=20) e 25.0
Austria(n=16) — 25.0
Belgium(n=34) m— 23.5
Germany(n=262) e 20.6
Netherlands(n=87) m—— 18.4
UK(n=121) mosssmm 16.5

Ireland(n=19) m—m 15.8

France(n=73) mmm 15.1
Spain(n=30) mm 6.7

Finland(n=17) m=m 5.9

Switzerland(n=9) 0.0
Denmark(n=8) 0.0
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3. Operational Challenges

3-8

Confusion in supply chains impacts Central and
Eastern Europe

m The Czechia had the highest proportion of companies, 54.5%, that cited “Transportation costs” as an operational
challenge, a drastic rise of 36.9 points compared to the previous year. “Procurement costs” also had a rise of 28.1 points
to 48.5%, indicating a direct impact of the confusion in supply chains due to the COVID-19 pandemic.

m  Romania had the highest proportion of companies, 41.7%, that cited “Deliveries” as an operational challenge. “Deliveries”
was the third biggest operational challenge in the country.

Response rate by country <Multiple Answers Given>
[Procurement]

[Transportation costs]

Total(n=803)
Czechia(n=33)
Belgium(n=34)

Germany(n=262)
Slovakia(n=>5)
Poland(n=28)
Austria(n=16)
Sweden(n=8)

Netherlands(n=87)
Finland(n=17)
Italy(n=20)

Switzerland(n=9)

Portugal(n=6)
Spain(n=30)
UK(n=121)
Ireland(n=19)
France(n=73)
Hungary(n=12)
Denmark(n=8)
Romania(n=12)

(Unit : %)

I 36.2

I 4 . 5

I 44,1
I 42.4
e 40.0
e 39.3
e 37/.5
I 37.5
s 36.8
I 35.3
s 35.0
e 33.3
I 33.3
s 30.0
Eamssm—— 29.8
e 26.3
——— 26.0
mmm 16.7

mm 125

mm 8.3

Total(n=803)
Finland(n=17)
Czechia(n=33)
Spain(n=30)
Slovakia(n=5)
Poland(n=28)
Hungary(n=12)
Belgium(n=34)

Austria(n=16)
Romania(n=12)

Sweden(n=8)

Denmark(n=8)
Germany(n=262)
Switzerland(n=9)

France(n=73)

Italy(n=20)
Netherlands(n=87)
UK(n=121)

Portugal(n=6)

Ireland(n=19)

(Unit : %)
I 4.8

I S ? . O
I 4 8.5
I 46,7

e 40.0
I 39.3
I 33.3
s 9.4
e 25.0
s 25.0
e 25.0
E—— 25.0
225
I 2.2
mmmm—— 21.9
mmmmm 20.0
mmmmm 18.4
E— 18.2

mmmm 16.7

m 53

[Deliveries)

Total(n=803)
Romania(n=12)
Slovakia(n=5)
Sweden(n=8)
Finland(n=17)
Germany(n=262)
Poland(n=28)
Austria(n=16)
Hungary(n=12)
Czechia(n=33)
Netherlands(n=87)
Italy(n=20)
UK(n=121)
Belgium(n=34)
France(n=73)
Denmark(n=8)
Switzerland(n=9)
Ireland(n=19)
Spain(n=30)
Portugal(n=6)

Copyright © 2022 JETRO. All rights reserved.

(Unit : %)
— 2?.9

e 41.7
e 40.0
I 37.5
s 29.4
I 28.6
e 28.6
s 25.0
s 25.0
I 24.2
e 20.7
s 20.0
mmsssm 19.0
m 17.6

s 13.7

mm 12.5

e 11.1

mmm 10.5

mm 10.0

0.0
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3. Operational Challenges

3-9 A high proportion of companies in Western
Europe see GDPR as an operational challenge

m In Western Europe and Central/Eastern Europe, 28.3% and 22.6% of companies respectively cited the EU General Data
Protection Regulation (GDPR) as an operational challenge. Looking at the response rate by country, Western European
countries ranked high with Sweden recording highest rate (50.0%) followed by the Netherlands and Ireland (both 36.8%).

m Slovakia had the highest rate of companies citing “Transfer pricing taxation” (40.0%). For “Lower prices offered by
competitors,” Central and Eastern Europe (26.9%) had a higher response rate than Western Europe (22.3%), however, in
Europe overall, its priority as an operational challenge fell with a 6.9 point compared to the previous year.

Response rate by country <Multiple Answers Given>

[Transfer pricing taxation] [Lower prices offered by competitors]

(Unit : %) (Unit : %)
— 2.9

e 40.0

[GDPR]

(Unit : %)
Total(n=803) m——— 27.6

Sweden(n=8) mEEEE————— 50.0

Total(n=803)

Slovakia(n=5) e 22.8

Total(n=803)

Netherlands(n=87)
Ireland(n=19)
Poland(n=28)
Austria(n=16)

Germany(n=262)
UK(n=121)
France(n=73)
Hungary(n=12)
Denmark(n=8)
Belgium(n=34)
Slovakia(n=5)
Finland(n=17)
Romania(n=12)
Czechia(n=33)
Italy(n=20)
Spain(n=30)
Switzerland(n=9)
Portugal(n=6)

e 36.8
e 36.8
I 35.7
e 31.3
s 30.2
e 29.8
I 27 .4
E— 25.0
E—— 25.0
s 20.6
mmmmm 20.0
m 17.6
m 16.7
152

mmmm 15.0

mmm 10.0

0.0

0.0

Czechia(n=33)
Italy(n=20)
Ireland(n=19)
Germany(n=262)
Sweden(n=8)
Denmark(n=8)
Switzerland(n=9)
Netherlands(n=87)
Spain(n=30)
UK(n=121)
Romania(n=12)
France(n=73)
Belgium(n=34)
Austria(n=16)
Poland(n=28)
Hungary(n=12)
Finland(n=17)
Portugal(n=6)

e 36.4
eessss——— 35.0
e 31.6
I 28.6
s 25.0
—— 25.0
I 2.2
Emmm—— 21.8
mmmm 20.0
s 19.8
s 16.7
s 16.4

s 14.7

s 12.5

mmm 10.7

mm 8.3

m 59

0.0

Sweden(n=8)
Czechia(n=33)
Finland(n=17)
Ireland(n=19)
Austria(n=16)
Spain(n=30)
Germany(n=262)
Romania(n=12)
France(n=73)
Italy(n=20)
Slovakia(n=5)
Portugal(n=6)

e 50 .0
e 42.4
e 41.2
e 31.6
Eeeesss——— 31.3
s 30.0
s 07/.5
e 25.0
e 21.9
s 20.0
s 20.0

mmm— 16.7

Belgium(n=34) mmm 14.7
Poland(n=28) mmmmm 14.3
UK(n=121) meemm 14.0
Denmark(n=8) mmmm 12.5
Netherlands(n=87) mmmm 11.5
Switzerland(n=9) == 11.1
Hungary(n=12) mmm 8.3
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4. Business Environment after UK’s Exit from the EU

4-1

About half of UK-based companies suffered
negative impacts due to Brexit

Regarding the impact on business related to the UK’s exit from the EU, 46.5% of Japanese-affiliated companies based in the UK and 24.0% of
those based in the EU responded that they had a “negative impact.” On the other hand, the proportion of companies suffering “No impact” was
40.2% and 60.9% respectively. The results indicated that, while zero tariffs and zero allowances were secured for trade between the UK and
EU by concluding the Trade and Cooperation Agreement (TCA), the impact on business to companies based in the UK was bigger than that on
companies based in the EU.

By sector, the response rate of “Negative impact” by Japanese-affiliated manufacturers based in the UK was proportionally high at 66.7%,
exceeding that of Japanese-affiliated manufacturers based in the EU by 44.3 points. Specifically, “Customs clearance procedures,” “Increase of
tariff rates,” “Preparations for UK regulations,” “Logistical delays/rise in logistics cost,” etc. were given as “Negative impacts” from both
Japanese affiliates based in the UK and the EU.

Impact on operations related to the UK Impact on operations related to the UK
withdrew from the EU (by industry) withdrew from the EU (by country)
m Positive Impact No Impact W Positive Impact No Impact
® Negative Impact Don’t know (Unit : %) = Negative Impact Don’t know (Unit : %)
4.7 EU(n=695) [E 60.9 11.8
All Sectors(n=127) I 40.2 46.5 8.7 Netherlands(n=87) 60.9 IPEN 6.9
Hungary(n=11) 54.5 18.2
2.1 Poland(n=29) I 51.7 13.8
% ManufactEring I 22.9 66.7 8.3 UK(n=127) I 40.2 8.7
(n=48) Germany(n=267) [E 60.3 8.6
France(n=77) E 57.1 15.6
Non-Manufacturing = -~ 8.9 Finland(n=20) 85.0 [ 10.0 H0)
(n=79) Ireland(n=20) 75.0 | 20.0 0]
33 Spain(n=32) 71.9 15.6
Portugal(n=7) 71.4 14.3
All Sectors(n=695) I 60.9 11.8 Austria(n=17) 70.6 11.8
Romania(n=12) 66.7 16.7
' Denmark(n=9) 66.7 11.1
il Ma””f(f]czt‘;rz'q% 66.0 11.5 Sweden(n=11) 63.6 27.3
Italy(n=21) 61.9 23.8
Czechia(n=32) 59.4 18.8
Non—Manuf(iC_t%@Z@)j E 56.4 12_0 Belgium(n=36) 44 .4 36.1 19.4
- Switzerland(n=9) 33.3 [ 556  |NEWI
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4. Business Environment after UK’s Exit from the EU

4-7| About 50% of Japanese manufacturers in the
UK have problems with exporting to the EU

m As a problem related to trade after the transition period, 60.0% of Japanese affiliates based in the UK and 67.5% of Japanese
affiliates based in the EU responded “No particular concerns.” By sector, Japanese-affiliated manufacturers based in the UK
accounted for 40.0% and Japanese-affiliated manufacturers based in the EU accounted for 68.6%.

m  While 46.7% of Japanese-affiliated manufacturers based in the UK gave “Exporting from the UK to the EU” as a problem, only 11.3%
of Japanese-affiliated manufacturers based in the EU responded the same. This corroborates the importance of the EU market to
Japanese-affiliated manufacturers based in the UK, while also indicating that some companies are still having problems with
exporting to the EU.

Problems related to trade after the transition period <Left: UK, Right: EU>

(Unit : %)
29.2 13.7
UK—EU 46.7 11.3
24.2 23.3
EU—UK .6 23.2
N
Japan—UK ﬁ% 4.4
4.0 4.7
1.9 B UK-All Sectors(n=120)
Third country—=UK nm 2.0 )
2.7 1.8 m UK-Manufacturing(n=45)
2.5 "0_2 UK-Non-Manufacturing(n=75)
i 4.4
UK=Third country e m EU-All Sectors(n=630)
1 03 B EU-Manufacturing(n=293)
UK=Japan 0.6 EU-Non-Manufacturing(n=337)
_ 60.0 6
No particular concerns 0.0 68.6
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4. Business Environment after UK’s Exit from the EU

4-3 Customs clearance for exporting are a concern
for 90% of Japanese affiliates based in the UK

m As a specific problem for trade after the transition period, 91.4% of Japanese affiliates based in the UK that indicated concern about “Exporting
from the UK to the EU” cited “Customs clearance procedures.” “Logistical delays” was cited by around 80-90% of Japanese affiliates based in the
UK as a concern for both exporting and importing. On the other hand, for both importing and exporting, more than 80% of Japanese affiliates
based in the EU cited “Customs clearance procedures” and around 70% for “Logistical delays.”

m By sector, among items that had high response rates among Japanese-affiliated manufacturers based in the UK were “Customs clearance
procedures” when exporting to the EU (95.2%) and “Logistical delays” when importing from the EU (93.8%). Additionally, for both importing and
exporting, more than 50% of Japanese-affiliated manufacturers based in the UK gave “Increase of tariff rates” as a trade problem.

Specific trade-related problems<Left: UK, Right: EU>

UK%EU (Un|t . 0/0)

91.
Customs clearance procedures95-

85.7

756 88.7

2.7
77.4

Logistical delays

Increase of tariff rates

Procedures for Preferential Tariff of Trade
and Cooperation Agreement (TCA)

Health Certificate
Sanitary and Phytosanitary (SPS) measures

B UK-All Sectors(n=35) m UK-Manufacturing(n=21) UK-Non-Manufacturing(n=14)
W EU-All Sectors(n=86) B EU-Manufacturing(n=33) EU-Non-Manufacturing(n=53)

(Unit : %)

EU—UK
86,2

Customs clearance procedures 8%4 o
86.2

Logistical delays 93
Increase of tariff rates

Health Certificate

Procedures for Preferential Tariff of Trade
and Cooperation Agreement (TCA)

Sanitary and Phytosanitary (SPS) measures

B UK-All Sectors(n=29) B UK-Manufacturing(n=16) UK-Non—Man'ufacturing(n=13)
B EU-All Sectors(n=147) M EU-Manufacturing(n=68) EU-Non-Manufacturing(n=79) Copyright © 2022 JETRO. Allrights reserved. | 33



4. Business Environment after UK’s Exit from the EU

4-4 Companies in the UK continue to be concerned
about changes in UK regulations and legislation

m Regarding concerns held by Japanese affiliates about the business environment after the transition period of the UK
withdrawing from the EU, 70.9% of Japanese affiliates based in the EU responded that they have “No particular concerns.” On
the other hand, “Changes in UK regulations and legislation” and “Securing human resources in the UK"” had the highest rates
of responses from Japanese affiliates in the UK, in particular in the manufacturing sector.

Concerns of Japanese-affiliated companies related to business environment<Left: UK, Right: EU>

(Unit : %)
17.0
Changes in UK Regulations and Legislation 18.4
15.7
38.2 5.5
Securing Human Resources in the UK 56.4 2.8
Changes in the UK Investment Environment E
3 3.1
EU Work Permits for British Human Resources 2.6011.4
4.2 4.5
33.6 70.9
No Particular Concerns 20.5 75.5
B UK-All Sectors(n=110) B UK-Manufacturing(n=39) UK:Non-Manufacturing(n=71)
W EU-AIl Sectors(n=454) B EU-Manufacturing(n=212) EU-Non-Manufacturing(n=242)
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4. Business Environment after UK'’s Exit from the EU

Concerns about the CE/UKCA markings in
the manufacturing sector

m Regarding specific points of concern for “Changes in UK regulations and legislation,” “Regulation on personal data protection
was the most common concern, especially in the non-manufacturing sector.
®  Among Japanese affiliates based in the EU, “CE marking/UKCA marking” was the most common concern, with high responses

from both Japanese affiliates based in the UK and the EU in the manufacturing sector. Additionally, in the EU manufacturing
sector, many Japanese affiliates cited changes to “REACH (regulation on chemicals)/UK REACH” as a concern.

4-5

4

Concerns related to "Changes in UK regulations and legislation"<Left: UK, Right: EU>

53.5 28.6
Regulation on personal data protection 44.4 25.6
44.2 48.1
CE marking/UKCA marking 55.6 48.7
Constraints of free movement of persons 41.9 .5 228929
between the EU and UK : '

34.9 44.2
REACH (regulation on chemicals)/UK REACH 38.9 53.8
Constraints of free movement of capital 30.2 32.5
27.8 23.1

between the EU and UK

(Unit : %)

B UK-AIl Sectors(n=43) B UK-Manufacturing(n=18) UK-I\l_(_)n-Manufacturing(n=25)
B EU-AIl Sectors(n=77) B EU-Manufacturing(n=39) EU-Non-Manufacturing(n=38)
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4-6 Companies not utilizing TCA account for 40%

m Regarding the utilization of the EU-UK Trade and Cooperation Agreement (TCA) that officially came into effect in May 2021,
25.0% of respondents that export from the UK to the EU were already utilizing the TCA. For exporting from the EU to the UK,
the utilization rate for the EU overall was low at 10.4%, and responses of “Considering to utilize” and “Not (planning to)
utilize” both accounted for about 40% respectively.

m  For exporting from the EU to the UK, the rate of utilization was rather high in countries such as Austria (20.0%), France
(17.4%), Belgium (15.4%), and the Czechia (15.4%).

Utilization of the EU-UK TCA Utilization of the EU-UK TCA
: Imports from the UK to the EU (by country) : Imports from the EU to the UK (by country)
m Currently utilizing B Preparing to utilize ® Currently utilizing ® Preparing to utilize

= Considering, to utilize
UK(n=36)

= Not (planning to) utilize (Unit : %) = Considering to utilize = Not (planning to) utilize (it : 96)

cun=222) R T
SOl 038 4SS 470 JWRENGEE)

4.2
107 | OSSR s s [

> 1 I ot cayo-o) [N T

Poland(n=10) HNeNeie> 40. 40.0
Netherlands(n=7) [ELE 28.6 = -
: Germany(n=02) [ERARIAIT TS 51.1

50.0 3.4
Netherlands(n=29)

spain(n=9) FRREN T
DOl 516 Joshoii  s6s |

Note : The UK indicates companies
importing from the EU to the UK.

Germany(n=24)
Belgium(n=6)

France(n=7)

Czechia(n=6)

Spain(n=5) 40.0

Ireland(n=5) 80.0

Note : Countries below EU indicate companies
importing from the UK to the EU.
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4. Business Environment after UK’s Exit from the EU

4-7| Reasons for not utilizing TCA: costs, rules of
origin, etc.

m  Of the companies responding that they did not utilize the TCA in spite of exporting/importing between the UK and the EU, 82.4% of
Japanese affiliates based in the UK overall and 88.9% of Japanese-affiliated manufacturers based in the UK gave the reason as “No
tariff applied to the products to be imported/exported in the first place, or no preferential tariff applicable under the EU-UK TCA”. On
the other hand, 46.1% of Japanese affiliates based in the EU overall gave the same reason.

m  For reasons given for not utilizing the TCA in spite of preferential tariff being applicable, a certain proportion of both Japanese affiliates
based in the UK and the EU cited “Preparation costs/burden do not justify the benefits” and “Do not satisfy the rules of origin.”
Additionally, for “Other” reasons, “not a large volume,” “no knowledge about the TCA,” and “occurrence of procedures” were cited.

Reasons for not using the EU-UK TCA
<Left: UK, Right: EU> (Multiple Answers Given)

(Unit : %)
No tariff applied to the products to be

imported/exported in the first place, or no
preferential tariff applicable under the EU-UK TCA

The products to be imported/exported 11.8
do not satisfy the rules of origin .
Preparation costs/burden do not justify 5.9 0.6
the benefits from the EU-UK TCA )
Insufficient in-house resources to prepare 5.9
> PR 3l
for the proof of origin 7.0
. N . 2.0
Risks of self-certification of origin 35
Unable to gain the cooperation of suppliers/business 11.0
partners to prepare for the proof of origin 1.8
11.8 20.6
Other 4.4
B UK-All Sectors(n=17) B UK-Manufacturing(n=9) UK-Non-Manufacturing(n=38)
B EU-AIll Sectors(n=102) B EU-Manufacturing(n=45) EU-Non-Manufacturing(n=57)
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4. Business Environment after UK’s Exit from the EU

4-g| More than 40% “Don’t know” about the
impact of the TCA

m  Regarding the impact of the TCA on business activities, compared to when the UK was an EU member, 50.3% of companies
based in the EU overall and 44.4% of companies based in the UK overall responded that there was “no impact” on them.
Responses of “Don‘t know” accounted for more than 40% respectively as well.

m Compared to when there were no TCA, 12.9% of companies based in the UK responded that the TCA had a “positive impact.”
However, about 90% of companies based in the EU and 80% of companies based in the UK responded that there was “No
impact” or they “Don’t know.” This indicates that the majority of companies did not feel any particular impact from the TCA.

EU-UK TCA impact by country EU-UK TCA impact by country
<Compared to before the end of the transition <Compared to the scenario where there were no

period> trade deal between the EU and the UK>
B Positive Impaftn No Impact ® Negative Impact - Don’t know  (Unit : %) ® Positive Impact = No Impact ® Negative Impact * Don’t know (Unit : %)
EU(n=606>0'% 50.3 x 42.2 EU(n=601) FE 48.3 B 42.9
UK(n=117)" 44.4 46.2 UK(n=116) KK 33.6 5 0 47.4
Hungary(n=10) 60.0 30.0 Poland(n=26) IFEWIE 46.2 34.6
Austria(n=13), 53.8 38.5 Belgium(n=32) [INENM 28.1 il 53.1
Netherlands(n=80)6' 52.5 5. (] 40.0 Hungary(n=10) FeN0] 60.0 30.0
Germany(n=237) 50.6 40.1 Netherlands(n=80) EIE 43.8 0 42.5
Belgium(n=31) 38.7 b5 54.8 Austria(n=13) il 53.8 30.8
France(n=64) 37.5 6 3 56.3 Germany(n=230§; A S 50.9 D 42.2
Ireland(n=18) 44.4 X 50.0 Spain(n=27 E 40.7 7 51.9
Portugal(n=6) 100.0 France(n=64) " 37.5 K 56.3
Denmark(n=8) 75.0 25.0 Portugal(n=6) 100.0
Finland(n=15) 66.7 33.3 Denmark(n=8) 75.0 25.0
Romania(n=8) 62.5 37.5 Finland(n=15) 66.7 33.3
Sweden(n=7) 57.1 42.9 Romania(n=8) 62.5 37.5
Italy(n=20) 55.0 45.0 Sweden(n=7) 57.1 42.9
Czechia(n=32) 53.1 0.4 375 Italy(n=20) 55.0 0| 40.0
Poland(n=26) 46.2 38.5 Czechia(n=32) 53.1 s 37.5
Spain(n=27) 44.4 55.6 'Ireland(n=19) 47 .4 47.4
Switzerland(n=8) 37.5 62.5 Switzerland(n=8) 37.5 62.5
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4. Business Environment after UK'’s Exit from the EU

4-g 1ssues for TCA utilization are in-house
system improvements and handling costs

m  Regarding issues for the utilization of the TCA, “Cooperation with Suppliers/Business Partners (e.g. Completion of certificate of origin
documentation)” accounted for 34.1% of companies based in the UK overall. Specifically, the response rate in the non-manufacturing sector
was about 40% and a certain number of companies seemed that they had not yet implemented a cooperation structure. On the other hand,
among companies based in the EU overall, “In-house system improvements” (36.9%) was the biggest issue, and the rate for the
manufacturing sector was 41.1%.

m  “Handling Costs” was the second most common response among companies based in the UK and the EU overall. In the manufacturing
sector in particular, about 40% cited this as an issue. It seems that the costs to receive preferential tariff benefits under the TCA and its
merits are still unknown and many companies still seem to be in the consideration stage on whether to utilize it.

Challenges regarding the use of the EU-UK TCA<Left: UK, Right: EU> (Multiple Answers Given)
(Unit : %)

Cooperation with Suppliers/
Business Partners

Handling Costs
e R

Proof of origin procedures
(self-certification)

Strict conditions for satisfying 6.8 - p

the rules of origin

Local customs operation

Other

) 24.4 36.9
In-house system improvements 4
4.6
'“m-

B UK-All Sectors(n=41) B UK-Manufacturing(n=24) UK-Non-Manufacturing(n=17)
BEU-AIll Sectors(n=203) B EU-Manufacturing(n=107) EU-Non-Manufacturing(n=96) copyright © 2022 JETRO. All rights reserved. | 39




5-1

About 50% of companies utilize the Japan-
EU EPA for importing

m  Regarding the utilization of the Japan-EU EPA by Japanese affiliates based in the EU, in the EU overall, 49.1% of companies
importing from Japan to the EU and 30.3% of companies exporting from the EU to Japan responded that they were already
utilizing the Japan-EU EPA. Looking at Japanese affiliates based in the UK since the Japan-UK EPA came into effect in January
2021, the rates of companies that continued to utilize the Japan-EU EPA were 39.5% and 20.0% for importing from Japan and

exporting to Japan respectively.

m  For importing from Japan to the EU, Hungary (80.0%), Czechica (65.0%), Belgium (64.3%), Poland (53.3%), the Netherlands
(52.8%), Germany (48.4%), Spain (41.7%), France (40.7%), and Italy (40.0%) had high utilization rates in descending order.

Utilization of the Japan-EU EPA
: Imports from Japan to the EU (by country)

® Currently utilizing
Considering to utilize

EU(n=316)

® Preparing to utilize
® Not (planning to) utilize

(Unit : %)

Hungary(n=5)
Czechia(n=20)
Belgium(n=14)

Poland(n=15)
Netherlands(n=36)
Germany(n=153)
Spain(n=12)
France(n=27)
Italy(n=10)

Austria(n=5)

ukn=39) [ FER)

Utilization of the Japan-EU EPA
: Exports from the EU to Japan (by country)

® Currently utilizing
Considering to utilize

® Preparing to utilize
m Not (planning to) utilize (Unit : %)

EU(n=132)
Belgium(n=6) 33.3
Netherlands(n=13) 23.1
Spain(n=9) 22.2

Germany(n=54) 8.9

6.3

ul
W

France (n=16)
Czechia(n=7) 28.6

Poland(n=5) 20.0

UK(n=15) m 20.0

N

ol »

J o
o
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5. EPA/FTA

5.5 Many companies in chemicals and transportation
equipment parts use EPA for importing to EU

m The proportion of the Japanese-affiliated companies based in the EU that use the EPA for importing from Japan was high in the sectors
of “Chemicals and allied products/Petroleum products” and “Transportation equipment parts (Motor vehicles/Motorcycles) ” at 70%, and
in the sectors of “Wholesale”, “General machinery”, and “Food/Processed food, agricultural or fishery products” at 60%. The proportion
of companies in the “Transportation equipment parts (Motor vehicles/Motorcycles)” sector that responded “Preparing to utilize” or
“Considering to utilize” the EPA combined reached 100%, indicating a high interest in the utilization of the EPA.

m  For exporting from the EU to Japan, “General machinery” companies (46.2%), and “Food/processed food, agricultural or fishery
products” companies (40.0%) showed high EPA utilization rates.

Utilization of the Japan-EU EPA by Japanese- Utilization of the Japan-EU EPA by Japanese-
affiliated companies based in the EU affiliated companies based in the EU
: Imports from Japan to the EU (by industry) : Exports from the EU to Japan (by industry)
= Currently utilizing ® Preparing to utilize ® Currently utilizing ® Preparing to utilize
Considering to utilize = Not (planning to) utilize (Unit : %) Considering to utilize ® Not (planning to) utilize o
Manufacturing(n=199) (Unit : %)
Non_MaDu_faEtu_riEginfl_Sg_) Manufacturing(n=80)
- C/gertniclal and allciledtproduzcg ¥
etroleum products(n= '
Transportation equmeng parts b1 o Non-Manufacturing(n=68) 41.2
(Motor vehicles/Motorcycles)(n=34) =
Wholesale(n=13)
General machinery(n=33) General machinery(n=13) 30.8
Food/Procesf_seﬁ food, a riculturgl
or fishery pr.o.ucts(n— ) Food/Processed food, agricultural
Sales company/ Sales subsidiary(n=82) or fishery products(n=17) 20.0
Trading(n=43) !
Transportation equipment ; -
~ (Motor vehicle%/Motor_cyc_es§(n=_7) Trading(n=31) PR
Miscellaneous manufacturing in u(strn;g
n= :
Electrical machinery parts/ Transport activities/Logistics/
. Electronic device parts%r?= 12) Warehouse(n=12)| PARS
Information and contw/nal#fn|cat|onhelect{]on|g§
equipmen ice machines(n= c o
Transport activities/Logistics/Warehouse Sales company/ Sales subsidiar
P fLogistics/Wareoggs pany sidian 52.9
Fabricated metal products(n=11)
Electrical machinery/Electronic devices Transportation equipment parts
(n=17) (Motor vehicles/Motorcycles)(n=12) 41.7

Medical equipment(n=5) 20.0 Copyright © 2022 JETRO. All rights reserved. 41




5. EPA/FTA

5.3/ Around 40% of companies do not use the
Japan-EU EPA for exports from the EU

m Despite being engaged in trade between Japan and the EU, 71 out of 316 companies (22.5% ) responded that they are
not utilizing the Japan-EU EPA for imports from Japan to the EU. For exports from the EU to Japan, 50 out of 132
companies (37.9%) responded that they are not utilizing the agreement.

m  Of companies based in the EU overall that did not utilize the Japan-EU EPA in spite of importing from Japan to the EU
or exporting from the EU to Japan, 64% gave the reason as “No tariff applied to the products to be imported/exported
in the first place, or no preferential tariff applicable under the EU-Japan EPA.” The same response was 71.1% in the
manufacturing sector.

Utilization of the Japan-EU EPA by Japanese-affiliated
companies based in the EU

Reasons for not using the Japan-EU EPA*
<Multiple Answers Given>
(Unit : %)

(Unit : %)
e No tariff applied to the products to be
Status of Utilization of Japan-EU EPA |Responses| % imported/exported in the first place, 0,
or no preferential tariff applicable 58.8
Japan — EU 316 100.0 under the EU-Japan EPA
Currently utilizing 155 49.1
_ - Preparation costs/burden do not justify - 20.2
Preparing to utilize 33 10.4 the benefits from the EU-Japan EPA 1291.'61
Considering to utilize 57 18.0 The products to be imported/exported . 191.2
do not satisfy the rules of origin "13.7
Not (planning to) utilize /1 22.5 Insufficient in-house resources to Fz 67 9
EU — Japan 132 100.0 prepare for the proof of origin = 11.8
Unable to gain the cooperation of 6.7
T suppliers/business partners to prepare ®_2.6
Currently utilizing 40 30.3 for the proof of origin 9.8
Preparing to utilize 10 7.6 Failure to comply non-alter.atlon rule 354}3
due to customs clearance in the UK 2.0
Considering to utilize 32 24.2 9.0
Other F 7998
Not (planning to) utilize 50 37.9 '

m All Sectors(n=89) ® Manufacturing(n=38)

Note: Proportion of Japanese-affiliated companies based in the EU engaging in trade between the EU and Japan.

Non-Manufacturing(n=51)



5-4

Around 50% of companies see “Positive
Impact” from the Japan-EU EPA

m  When asked about the impact of the Japan-EU EPA, 29.9% of all EU based companies selected "Positive Impact".

®  Among companies engaging in trade between Japan and the EU, 45.5% of all EU based companies selected
"Positive Impact". Looking at companies engaging in trade between Japan and the EU by country, the response
rates for "Positive Impact" were especially high in Czechia (63.2%) and Austria (57.1%). Even in the UK, which

completely withdrew from the EU, the rate was 51.2%.

Japan-EU EPA impact by country (all respondees)

® Positive Impact No Impact
m Negative Impact Don’t know (Unit : %)
EU(n=643) °Ke 39.0 30.3
EU-UK(n=760) Wi 40.8 i 29.9
Austria(n=14) 0.0 42.9 7.1
Czechia(n=30) 43, 36.7 20.0
Germany(n=251) Z 37.8 D 26.3
Poland(n=28) 28.6 39.3
Netherlands(n=83) 34.9 aq 31.3
Belgium(n=34) Q 4 29.4 41.2
France(n=73) 6.0 34.2 39.7
Finland(n=17) 35.3 41.2
Spain(n=27) 40.7 37.0
UK(n=117) 50.4 27.4
Italy(n=21) 0.0 57.1 23.8
Hungary(n=11) S 72.7 9.1
Switzerland(n=7) 4 28.6 57.1
Sweden(n=9) 22.2 66.7
Denmark(n=9) 44 .4 44 .4
Romania(n=9) 66.7 22.2
Ireland(n=16) & 56.3 37.5

Japan-EU EPA impact by country
(only companies engaging in trade between Japan
and the EU)

m Positive Impact = No Impact
m Negative Impact Don’t know (Unit : %)
EU(n=336) 28.6 | 24.7
EU-UK(n=377) 286 | 24.1
Czechia(n=19) 26.3 10.5
Austria(n=7) 28.6 14.3
Netherlands(n=40) 22.5 E 20.0
UK(n=41) 29.3 19.5
Finland(n=6) 16.7 33.3
Germany(n=158) 31.6 ;i 20.3
Spain(n=12) 25.0 33.3
France(n=30) 23.3 36.7
Poland(n=15) 13.3 46.7
Belgium(n=16) 31.3 31.3
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5. EPA/FTA

5_g| Cooperation with suppliers/ business partners
Is a challenge for the use of the Japan-EU EPA

The majority (92.3%) of companies use the "Statement on origin made out by the exporter" when applying for the preferential treatment under
the Japan-EU EPA.

As issues in utilizing the Japan-EU EPA, 40% of companies based in the EU cited “Unable to gain the cooperation of suppliers/business partners to
prepare for the proof of origin)” (40.6%), which continued to be the most common issue since last year. However, there was a decrease of 4
points since the previous survey, and in particular, a decrease of about 14 points since the previous survey in the non-manufacturing sector,
indicating that the development of cooperation structures was advancing. In addition, "In-house system improvements" (39.0%) increased relative
to the previous year’s survey. This probably indicates that the number of companies attempting to utilize the Japan- EU EPA has increased.

Method of application for preferential treatment
when using the Japan-EU EPA (only companies
based in the EU) <Multiple Answers Given>

Challenges regarding the use of the Japan-EU EPA
(only companies based in the EU)
<Multiple Answers Given>

(Unit : %) (Unit : %)
Cooperation with suppliers/

40.6
Business partners 4?(939
92.3 P '
Statement on origin made In-house system
92.8 improvements
out by the exporter
915 Proof of origin procedures
' (self-certification)
7 Handling costs
Strict conditions for satisfyin 17.1
14.9 . fying 18.1
the rules of origin 16.1
Importer's knowledge 15.5 _ 6.0
Local customs operation 4.; 3
14.1
6.8
Other 67.33
m All Sectors(n=168) ® Manufacturing(n=97) m All Sectors(n=251) ™ Manufacturing(n=127) ® Non-Manufacturing(n=124)
Non-Manufacturing(n=71)
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5. EPA/FTA

5. Many cited development of documents and
cumbersome administration

Issues and obstacles related to the use of Japan-EU EPA and
desired measures / assistance from the government
(based on individual responses)

Impact of Japan-EU EPA on company’s
own activities
(based on individual responses)

<Integration and clarification of operation>

* Inconsistent treatment by customs (inspector) when making customs
clearance declaration for imports. Handling should be coherent within
Europe.

* Rules and required documents sometimes vary from country to country
in Europe.

<Simplification>

* Application procedures are too complicated.

* Difficulty of gathering cost information from suppliers. Increase in
administrative load within the company to prepare necessary
documents and information.

* Verification of the origin of the materials is required even for parts which
are imported from our parent company.

* Products that have many parts take time.

* The administrative burden is large such as products in bonded
warehouses needing regular self-certification, or export documentation,
etc. also being required when transported as stock by customs.

* Manufacturing costs change and regular review is necessary.

* The burden on suppliers is big and it is difficult to gain their cooperation.

<Others>

* HS code decisions and applications are unclear.

* Relaxation of rules of origin, relaxation of rules concerning certificates
of origin.

* There are no human resources that have expertise in-house.

* Because documents, situations, languages differ depending on the
respective EU member state, it would be good if there were a
department that offered support.

<Tariffs>
* Reductions in purchasing/procurement costs.

* Application of preferential tariffs for parts
imported from Japan.

* Removal of tariffs lead to growth in profits
and increase in income.

* Reduced our selling price.

<Certification of origin>
* Administrative work has increased to create
necessary documents.

* Additional costs for expenses of document
creation by suppliers.

<Others>
* Enhanced price competitiveness in Europe.

* Increase in trade volumes caused by
expansion in trade.

* Rise in associated man-hours in order to
apply the EPA but unable to return to profit.
Also adds delay in delivery.

* Reorganization of internal systems to deal
with EPA.

* Human resource training.
* Put a dedicated person on the Japanese side.

Copyright © 2022 JETRO. All rights reserved.
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5. EPA/FTA

About 50% of companies importing use the

>=7| japan-UK EPA

m Regarding the utilization of the Japan-UK EPA which came into effect in January 2021, about 50% of Japanese affiliates based in the
UK responded “Currently utilizing” for importing from Japan to the UK. Looking at the manufacturing sector, 51.9% responded
“Currently utilizing” for importing from Japan to the UK. For exporting from the UK to Japan, “Currently utilizing” and “Preparing to

utilize” combined accounted for about 40%.

m  Regarding the impact of the Japan-UK EPA on the activities of Japanese affiliates based in the UK, while over 30% responded
“Positive impact” in the manufacturing sector, the proportion for this response in the non-manufacturing sector was only 16.2%.

Utilization of the Japan-UK EPA by Japanese- Reasons for not using the Japan-UK EPA
affiliated companies based in the UK <Multiple Answers Given>
: Imports from Japan to the UK (Unit - %)
® Currently utilizing B Preparing to utilize . .
Considering to utilize = Not (planning to) utilize  (Unit: %) NO tariff applied to the products to be 93.3
imported/exported in the first place, 875
All Sectors(n=46) or no preferential tariff applicable '100 0

under the UK-Japan EPA

Manufacturing(n=27)

Nor- Insufficient in-house resources to
Manufacturing(n=19) 3 42.1 prepare for the proof of origin

Utilization of the Japan-UK EPA by Japanese-
affiliated companies based in the UK
: Exports from the UK to Japan

6.7
12.5 ®All Sectors(n=15)

B Manufacturing(n=8)
Non-Manufacturing(n=7)

Japan-UK EPA impact by country (all respondees)

® Currently utilizing B Preparing to utilize m Positive Impact = No Impact ® Negative Impact - Don’t know (Unit : %)

Considering to utilize ® Not (planning to) utilize (Unit : %)
All Sect =117

Non- Non-

50.4 27.4
34.9
60.8 23.0
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5. EPA/FTA

s.g| Challenges for the Japan-UK EPA utilization
include proof of origin procedures

m “Statement on origin made out by the exporter” accounted for 100% of the methods for claiming for preferential tariff
treatment when utilizing the Japan-UK EPA.

m Regarding challenges for the utilization of the Japan-UK EPA, the most common response was “Proof of origin procedures
(self-certification),” cited by 45.7% of companies. This was followed by “In-house system improvements” (40.0%) and
“Cooperation with suppliers/Business partners” (31.4%). Since the Japan-UK EPA had gone into effect only recently, it seems
that many companies are at the stage of developing procedures and systems adapted to it.

Method of application for preferential treatment Challenges regarding the use of the Japan-UK EPA

when using the Japan-UK EPA (only companies (only companies based in the UK)
based in the UK) <Multiple Answers Given> <Multiple Answers Given>
(Unit : %) (Unit : %)
Proof of origin procedures (self- _248.7
certification) 7 50.0
100.0
Statement on origin _ 40.0
In-house system improvements 42.9
made out by the 100.0 35.7
exporter Cooperation with suppliers/ - 31.4
. 28.6
100.0 Business partners 35.7
Handling costs 33.3
_ 21.4
Strict conditions for satisfying the - 129000
8.7 rules of origin 21.4
Importer's 143 Local customs operation m 14.3
knowledge '
11.4
Other 4.8
21.4
m All Sectors(n=23) ® Manufacturing(n=14) ® All Sectors(n=35) ® Manufacturing(n=21) = Non-Manufacturing(n=14)

Non'Man UfaCtU ring(n=9) Copyright © 2022 JETRO. All rights reserved. 47




5.9 Over 90% of companies import directly
from Japan by using EPA

m Regarding the logistics route of companies utilizing the EPA, over 90% of companies importing to the EU
and to the UK respectively responded that they import directly from Japan without going through a third

country.
m Of companies utilizing the Japan-UK EPA, regarding importing from Japan to the UK, 20% of Japanese
affiliates based in the UK responded that they import via the EU. Among Japanese affiliates based in the

EU, the proportion was 10.5%.

Logistics of Japan-EU EPA from Japan to the EU <Multiple Answers Given>
(Unit : %)

Import to the EU from Japan directly

Import to the EU from Japan via third country

other than the UK : 16.7 m Total(n=156)
_ 1.9 ®EU(n=142)
Import to the EU from Japan via the UK 1.4
8.3 UK(n=12)

Logistics of Japan-UK EPA from Japan to the UK <Multiple Answers Given>

(Unit : %)
94.1
Import to the UK from Japan directly 94.7
93.3
14.7
Import to the UK from Japan via the EU '10.5
20.0 B Total(n=34)
Import to the UK from Japan via third country M 2.9 B EU(n=19)
other than EU Member States 6.7 UK(n=15)
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5. EPA/FTA

5-10

Many companies utilized EU-Vietham and
EU-South Korea FTAs

m Regarding the utilization of bilateral or multilateral FTAs that have already come into effect, for importing to the EU,
particularly many companies were “Currently utilizing” an FTA with Vietnam or South Korea. For exporting from the EU, the
most common response was “Currently utilizing” an FTA with Turkey or Switzerland. For importing to the UK, many
companies responded that they were “Currently utilizing” an FTA with Vietnam or Turkey, and for exporting from the UK, the
utilization of an FTA with Turkey was cited most by respondents.

Utilization of the EU’s / UK'’s bilateral or multilateral FTAs by Europe-based companies <Multiple Answers Given>

Are you currently/considering

to utilize preferential tax

rates provided by these FTAs
for import to the EU or UK?

utilizing

Are you currently/considering
to utilize preferential tax rates
provided by these FTAs for
export from the EU or UK?

ReSponses|’ tilizing

(Reference) Japan-EU
Korea—EU
Vietham—EU
Japan-Switzerland 2
Turkey—EU
Switzerland—EU
Singapore—EU
Turkey—UK
Korea—UK

Vietham—UK

Norway, Iceland,
Lichtenstein (EEA)3—EU

10
100.0
9
100.0

155
49.1
17
51.5
19
57.6
13
44.8
9
40.9
10
47.6
5
41.7
6
60.0
5
50.0
7
70.0
5
55.6

0.0

31.0
8
36.4
8
38.1
5
41.7
2
20.0
3
30.0
2
20.0
4
44.4

Note 1: Total of "Preparing to utilize" and "Considering to utilize" for "Japan-EU".

Note 2: "Japan-Switzerland" concerns import from Japan to Switzerland.
Note 3: These three countries are equal partners in the internal market, on the same
terms as the EU member states through the EEA Agreement.

i 132 40 42 50
(Reference) Japan-EU 100.0 30.3 31.8 37.9

_ 91 30 16 45
EU—Switzerland 100.0 33.0 17.6 49.5

82 32 13 37
EU—Turkey 100.0 39.0 15.9 45.1

EU—Norway, Iceland, 55 21 / 27
Lichtenstein (EEA)"2 100.0 = 38.2 127 | 49.1

EU—Mediterranean countries 40 14 > 21
(Including Middle East)® ~ 100.0 = 35.0 = 12,5 = 525

17 5 2 10
EU—Korea 100.0 29.4 11.8 58.8

_ 14 3 2 9
EU—Mexico 100.0 21.4 14.3 64.3

14 6 2 6
UK—>Turkey 100.0 42.9 14.3 42.9

_ 12 2 3 7
EU—Vietnam 100.0 16.7 25.0 58.3

_ 11 1 1 9
EU—Singapore 100.0 9.1 9.1 81.8

_ 10 2 1 7
UK—>Switzerland 100.0 20.0 10.0 70.0

Note 1: Total of "Preparing to utilize" and "Considering to utilize" for "Japan-EU".

Note 2: These three countries are equal partners in the internal market, on the same
terms as the EU member states through the EEA Agreement.

Note 3: Middle East and North African countries such as Morocco, Tunisia, Jordan, Israel,
Egypt (excluding Turkey). Copyright © 2022 JETRO. All rights reserved. 49



6. Local Procurement and Future Policies

6-1 Japan remain a major procurement source
for EU based Japanese-affiliated companies

m Regarding the procurement of parts and raw materials for Japanese-affiliated companies based in the EU, the simple average of companies’
responses (value-based) was calculated. The simple average of companies’ responses from "Japan" was 35.4%. The rates for Germany and the
Netherlands, where Japanese-affiliated companies are clustered most densely, were particularly high at 45.4% and 44.1% respectively.

m  For UK-based Japanese-affiliated companies, the simple average of companies' responses (value-based procurement) from “Japan" was 39.1%.
This represents an increase of 3.6 points from the previous survey, which was conducted before the Japan-UK EPA came into force.

Breakdown of parts & raw material suppliers for all sectors (country and region, value-based)
m Japan m Local EU excluding Local UK m Europe excluding Local, EU or UK = China m ASEAN m North America ~ Others (Unit: %)

Europe (n=358) 4.5
mEU (n=309) )| 4.4
m UK (n=45) 4.4
e ) E 4.1
Germany (n=120) 45.4 19.5 ] 4.2
Netherlands (n=31) 44.1 10.8 | 4.8
Belgium (n=12) 36.8 19.9 . Wil .o
Ttaly (n=7) 1.4
France (n=33) PE 4.6 K0
Austria (n=11) ¢ 2 3.6
Ireland (n=6) 3 21.7 16.7
Spain (n=10) : B 103
Finland (n=9) y
Frope ety B 56
Czechia (n=26) 33.0 21.4 k2.6
Romania (n=5) 22.0 4.0 EXP.0
Hungary (n=8) 1 104
Slovakia (n=5) 17.6 24.0 ! 9.0
Poland (n=15) 0 PINES

Note 1: This graph shows the average response rate given by companies for each sales destination. When combined, procurement sources for each company total 100.
Note 2: For each choice, countries where the denominator consisted of fewer than five respondents were excluded.
Note 3: For Western Europe and Central and Eastern Europe, only EU member states are included.
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6. Local Procurement and Future Policies

6-2 Procurement from Japan remains steady
among Japanese manufacturers in the EU

m  Regarding the procurement of parts and raw materials for Japanese-affiliated manufacturing companies based in the EU, the simple average of
companies’ responses (value-based) was calculated. The average rate of procurement from “Japan” fell 1.8 points from the previous survey* to
31.3%, but the country remained the largest procurement source. Additionally, asked about supplier country or region as procurement sources,
“local” had 26.0% followed by “EU excluding local” at 18.8%. In particular, the former had an increase of 4.5 points compared to the previous
survey. This trend was more notable in Central and Eastern Europe (increase of 6.0 points). *EU excluding the UK

m  For UK-based Japanese-affiliated companies from the manufacturing sector, the simple average of companies’ responses from "EU" was 10.9%, a
decline of 2.6 points over that of the previous year's survey.

Breakdown of parts & raw material suppliers for manufacturing sector (country and region, value-based)

m Japan m Local m EU excluding Local m UK m Europe excluding Local, EU or UK 11 China m ASEAN m North America  Others (Unit : %)

Europe (n=222) 41
mEU (n=189) 4.0
mUK (n=31) 36.5 19.0 10.9 12.8 4.9
e 34
Netherlands (n=14) 568 oo M
Germany (n=63) 4.0
Belgium (n=7) 30.6 24.9 18.0 2.71.4 8.9 [
France (n=23) 543 4.0 o
Finland (n=5)
Spain (n=7) 13.6 0 JIRTR
Aenyal & Fasten 5.6
Czechia (n=22) 3.1
Hungary (n=8) 21.4 31.6 15.8 0. 8.1 0. 10.4
Slovakia (n=5) 17.6 24.0 37.0 1. I 9.0
Poland (n=13) 11.0 26.2 26.8 0. 6.7
Note 1: This graph shows the average response rate given by companies for each sales destination. When combined, procurement sources for each company total 100.
Note 2: For each choice, countries where the denominator consisted of fewer than five respondents were excluded. Copyright © 2022 JETRO. All rights reserved. 51
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Companies in Central and Eastern Europe

6-3! intend to procure more from within the EU

m  When asked about future policy for procurement from the local suppliers, 23.4% of all EU based Japanese-affiliated companies selected
"Increase". Within the manufacturing sector, this rate was 24.1%, an increase of 4.9 points compared to the previous survey*.
Additionally, looking at the plans for the future within the EU region, the proportion of “Increase” was large at 33.6%, indicating a trend for
Japanese-affiliated manufacturers based in the EU to look to expand procurement within the EU. The future plan for expanding
procurement within the EU was particularly prominent in the non-manufacturing sector in Central and Eastern Europe, with an increase of
36.7 points to 66.7%.

m For Japanese-affiliated manufacturers based in the EU, the rate of companies responding that procurement from the UK would “Stay the
same” fell by 7.9 points to 75.0%. The rate of responses of “Decrease” increased by 5.4 points to 20.0%, showing a trend of cutting back
on cross-border procurement from the UK, which completely withdrew from the EU in January 2021. On the other hand, for Japanese-
affiliated manufacturers based in the UK, those planning to “Increase” procurement from the EU rose 17.5 points to 30¥dg84d.excluding the UK

Fut local t Future local procurement Future procurement
uture local procuremen from /within EU* from the UK
m Increase m Stay the same m Decrease m Increase m Stay the same m Decrease m Increase m Stay the same m Decrease
(Unit : %) (Unit : %) (Unit : %)
A'EES%’S 23.4 67.8 5 | Al Sectog 628 | All (Sr(]actori 80.0
m Manufacturln 68.8 ! m Manuf?jctulréré% 63.1 | m Manufacturlngl 75.0 m
Non- Manufacturln%- 65.6 Non- Manufacturm 79 3 : Non_ManUfa(Ctqu 86.7
. n=
B N i) B E A"(Esiz?s g2l [ ] A oo IeR
m m m -
c :
é % Manufacturln%l 72.4 é % Manufactgrm% 67.1 | é % Manufacturmgi 76.9
3 ™ 3 =
® 3| Non- Manufacgu%%%m 70.0 = Non- ManufacrEurér%% 65.1 ; ®3 Non—Manufa(crEirir% 86.7
N All Sectors YRR 5.3 Al secters IEREIISSTE] | All Sectors IN7aM
m Manufacturln - 60.5 o Manufacturln 558 1) m Manufacturin 71.4
] 39.5 . m . s : ]
] All Sectors Non- Manufacturm _ B
(n—30) 26.7 ZE0S L C)J Note 1: In case where the number of
s venteguny sz | e T R
Non—Manufacturln Manufacturm Note 2: For Western Europe and Central and
|| (n=7 100 L (n= 10% SthY m Eastern Europe, only EU member states

*Excluding local country and Ireland are included.
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6-4

Nearly 40% of companies in the EU intend to
Increase procurement from ASEAN countries

19.4% of Japanese-affiliated companies based in the EU selected "Increase" for future procurement from Japan. Within this, the response rate for

"Increase” in the manufacturing sector rose 2.2 points from the previous survey* to 16.0%. On the other hand, "Stay the same" rose by 0.1 points
for all sectors, and fell by 0.9 points for the manufacturing sector.

* EU excluding the UK

Many companies are aiming to increase procurement from ASEAN countries, with 35.8% of Japanese-affiliated companies in the EU selecting

"Increase” as a response. Conversely, the number of Japanese-affiliated companies based in the EU selecting "Increase" for procurement from the

US was just 18.5%.

The number of Japanese-affiliated manufacturing companies in Central and Eastern Europe that responded with "Decrease" with regard to

procurement from Japan and US was striking. On the other hand, as noted above, there is a visible trend towards increasing procurement from
local suppliers and other EU countries, which suggests that the supply chain’s center of gravity is shifting towards the EU.

Future procurement

from Japan
M Increase W Stay the same MDecrease
(Unit : %)
All Sectors e ’
(n=232) EEnesd I
m Manufacturmgg! 63.2 I
Non—Manu1’actur|n%63_6 n
AII Sectors
yA 65.4 2
oz B 65
-‘é % Manuf(acturm% 66.3 l
@
® SNon- Manufacturln 64.3
] All Sectorsa 1

q (n=44) . S4.5ELHE

m Manufacturm%i 55 0 3
] All Sectors 3
(n=34) BI794TIE

Manufacturln
S 2 @708 0E
Non—Manufacturln
H (n=10 100.0

Future procurement

Future

rocurement from

Future procurement

from China ASEAN countries from the US
M Increase MStay the same MDecrease MIncrease M Stay the same MDecrease MIncrease M Stay the same MDecrease
(Unit : %) (Unit : %) (Unit : %)
All Sectors All Sectors ' All Sectors
(n=120)E :120.8) (n=95)55.8 1 (n=65) H 615 ).0
m Manufacturin m Manufacturin m Manufacturln
c (nags3 1590 c (noo5) sS4 CE | T 20) BUS507E0
Non—ManufactL_Jrin% 56.8 Non—Manufa(crtigré% 56.7 Non- Manufacturln%E 2.0 a
All Sectors ! All Sectors All Sectors
YA 5 G, 1 A 37.8 L0 | c E1016.4
5 Manu acturln - S Manufacturin 5 Manu acturln
S g u! %ﬁ S5 |S & (n=45%3.3 8% %. 54.8 X
® 3 ® 3 . ® 3
Non- Manufacturln ! Non-Manufacturin Non- Manufacturm I
(n=33 WK 54.5 AL 41.4 [CERS (n= 24% K 750 ]
] All Sectors p ' ol All Sectors sy ] All Sectors
|('-n) (n—31)l e o (n=21)ﬂ57-1 o (n=10) 50.0F1Y
m Manufacturlr}%l 66_7 m Manufa(crt:rzi%%; 60.0 E m Manufac’(ttrj]rzig% 55_6
] All Sectors ] All Sectors ] All Sectors prw
7. . 28.0%ymiid. 3
_ 5y ESEeas | E 37.5 WP (nei4) BX E
~ ~ . .
Manufacturln 60.0 Manufac’(tgr;ré% 66.7 = Manufac’(tgr;r}% 7143
Non-Manufacturin p )
|| turing T N77 €

Note 1: In case where the number of companies responding for a particular industry was less than five, they were excluded.
Note 2: For Western Europe and Central and Eastern Europe, only EU member states are included.
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6. Local Procurement and Future Policies

6-5 1he share of EU is falling as a proportion of
sales destinations for companies in the UK

m  Regarding sales destination (by country and region), the simple average of companles’ responses (value-based) was calculated. For
Japanese-affiliated companies based in the EU, the average share of the EU (including the local country) in total sales destinations was
74.4%, showing that for many their main sales market is the EU. For Japanese affiliates based in the Netherlands, the rate of responses of
“Local” fell by 1.7 points, but “EU excluding local” rose 8.4 points, indicating that the relative weight of the EU market outside of the
country increased.

m  Among Japanese affiliates based in the UK, the rate of responses of “Local” rose by 9.6 points to 47.0%, showing the increasing presence
of the domestic market. Additionally, among Japanese affiliates based in Ireland, the share of the UK market remained high at 16.8%, an
increase of 6.2 points compared to the previous survey.

Breakdown by sales destination (country and region, value-based)
m Local m EU excluding Local UK Europe excluding Local, EU or UK mJapan mChina m North America Others (Unit : %)

Europe (n=548) | < Y - T e M—— 7.4
mEU (n=466) L /.5 101 AV

mUK (n=77) 8.4
m Western Europe 9

8.3 1.12]
(n=395) ;::E- F 7.
Sweden (n=5 5.0
(n=5) 0.9
58.5 24.4 ERAN1505

Italy (n=13)

France (n=54) 5.6
Spain (n=17) in_-xm 13.8
Denmark (n=6) 44.7 17.5 mﬂ 9.5

Germany (n=186) |G A A [ 5.9 | TR

Belgium (n=19) I I S 1 A —
Austria (n=14) | < e < Y R — -#
Netherlands (n=54) —
Finland (n=12) 3.4

Ireland (n=12) _EB_ 10.0 2.3 6. . 17.5

Frope e 36.6 251 '%ﬁ#l&s
Romania (n=9) 67.8 .6 WAl 3.3
Poland (n=22) M%7
Czechia (n=27) m 4.7
Hungary (n=7) !‘ﬁ 4.4

Note 1: This graph shows the average response rate given by companies for each sales destination. When combined, sales destinations for each company total 100.
Note 2: For each choice, countries where the denominator consisted of fewer than five respondents were excluded.

Note 3: For Western Europe and Central and Eastern Europe, only EU member states are included. Copyright © 2022 JETRO. All rights reserved. | 54




6. Local Procurement and Future Policies

6-

6

Companies in Central and Eastern Europe
aim to expand sales routes in the EU market

m  When asked about their future policy for sales in the local market, 34.4% of Japanese-affiliated companies based in the EU selected "Increase".
35.3% of Japanese-affiliated companies based in Western Europe responded with "Increase" for sales in their local market going forward, a higher
figure than the 28.3% recorded for their peers in Central and Eastern Europe.

m  54.5% selected "Increase" for their future policy for sales in the EU market, a higher figure than for local market, conveying the intent to expand
sales in the EU as a whole. In particular, 60.7% of Japanese affiliates in Central and Eastern Europe responded “Increase,” a 17.1 point increase
compared to the previous survey.

m  When asked about the UK market, the rate of Japanese manufacturing companies in Central and Eastern Europe that responded with "Decrease"
was high, suggesting a trend towards building a supply chain focused on customers in the EU after the UK’s complete withdrawal from the EU.

Future policy for sales in local

market
m Increase w Stay the same m Decreas?u it %)
All(r?ggt%% 59.2I . (:!
m Manufacturln SR 700 |
Non- Manufacturln% 60.9 I
ae| eSS s
é % Manufac_turin% 572 4
® 3| Non- Manufacturln% 60.1 ’
] All %e&tor§ 64.2 a
8“ Manufacturm% 62.2 B
B Non- Manufacrfurllré% 68.8
— All (Sﬁgtgﬁ 63.4 |
= Manufacturln 52.8 i
Non- Manufacturln(_g 74.3

Future policy for sales in the

EU*
m Increase m Stay the same m Decrea(%e it : %)
ni (0]
All Sectors_
messos IEEI 416 ]
m Manufacturln%_ 42.7 ’
Non- Manufacturln%_ 40.0 |
All Sectors
. ey 534 [ERRE0
C D
3 Manufacturin
sé s %_ 439 |
| Non- Manufacturln%_ 411 I
] All Sectors_ 35.7 I
o Manufacturm%_ 38.3 I
m
Non- Manufacturm _22 2
] All Secto S
TN 462 B ]
Manuf _
= anu acturln% i
Non- Manufacturm% 61.5

*Excludmg local country and Ireland

Future policyufﬁr sales in the

m Increase Stay the same m Decrea(se |
Unit : %
All Sectors
(ne197) o 655 N
m Manufacturln
z actury 653
Non—Manufacturln% 65.8
All Sectors 0
s a7 242 680 [E
[0
30 Manufacturin 0
Y acturind P IINGSOMIETE
= | Non-Manufacturin
cturing PR NNIGE'7
All Sectors
- Sectors FTIE]142:8
m

Manufacturin
(n=18g U 389

Note 1: In case where the number of
companies responding for a particular industry
was less than five, they were excluded.

Note 2: For Western Europe and Central and
Eastern Europe, only EU member states

are included.
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7. Future Promising Sales Destinations
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As a future promising sales destination, about 30% selected “Poland,” enabling it to maintain its top position for three consecutive years.

Similarly as the previous survey, the reasons cited by many respondents for selecting Central and Eastern Europe were “Increased demand
accompanying economic growth” and “Relocation/ advancement of business partners.”

Half of the top 10 future promising sales
destinations are in Central and Eastern Europe

Serbia, which was included as a choice from this year’s survey, was in 11th place, exceeding Italy in 12th place, Morocco in 13th place, and
the UK in 14th place.

Top 10 future promising sales destinations trends for 2021 <Multiple Answers Given>
(Unit : Number of respondents)

328
—eo—(Germany =—e=France
3> 289 Spain —e—Poland

Czechia Hungary
Romania Slovakia
—o—RUSsSia Turkey

175

160 158 142
40 131
11936 1194\ 110 129 T 116
10555 127 \ 106 4 ‘ 108
92 2% —— 89 1% 9;1%% 100
._—'
o e 90 84 75 80 7197 99 83
4974 73 71
56 67 70 63 63 67
55 51 54 77 66
99 26

2013(n=796) 2014(n=772) 2015(n=752) 2016(n=781) 2017(n=700) 2018(n=536) 2019(n=606) 2020(n=573) 2021(n=520)
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8. Business Outlook for Next 1 or 2 Years

g-1| Planning future business “Expansion™
increased to about half of respondents

m In Europe overall, 47.8% of companies responded that they planned for “expansion” of business in the next one to two years, a1 increase of 11.6 points
from the previous year. The reasons for doing so were diverse, such as expecting increased demand or business expansion, however, there were also
companies that cited a rebound from the COVID-19 pandemic or economic recovery.

m  On the other hand, 47.6% responded “Stay the same” and 3.4% responded “Decrease.” These were a fall of 6.8 points and 5.5 ponts respectively from
the previous survey.

m By country, Sweden had the highest proportion of “Expansion” with 72.7 %, with voices pointing out that the market is expanding or expected to expand.

Business outlook for next 1 or 2 Years Business outlook for next 1 or 2 Years
(by industry) (by country)
® Expansion ® Reduction ® Expansion ® Reduction
Remaining the same ™ Transferring to a third country/region or Remaining the same ™ Transferring to a third country/region or
withdrawal from current local market withdrawal from current local market
Al (Unit : %) (Unit : %)
Sweden(n=11) 27.3
_ 47.6 Il 1.1
_[pecorsn=871) Finland(n=22) 36.4
c i i = 600 | .
8 Manufacturmg 44.8 Il 1.0 SW|tzerIanq(n 10) 30.0 10.0
b (n=391) SOEIEIGEI 600 [N
" l\#ont- , Netherlands(n=91) 37.4 2l 1.1
n n
A =480, 50.0 || 1.3 Poland(n=30) 36.7 Bl33
Al Ireland(n=20) 200
Sectors(n=770) 47.8 I| 1.2 Austria(n=20) 40.0 5.0
M2 actur Germany(n=275) VN 46.9 3.1
< anufacturin
sg (n=328) 45.1 D12 oenmarn-10) 40.0
® 3 Non- France(n=81) 44.4 ¥l 1.2
Manufacturing 49.8 Il 1.1 Romania(n=13) 53.8
(n=442) Czechia(n=34) NS 52.9 E
All _
m _ 46.5 I| 1.0 Hungary(n—13) 61.5
t =101 .
g | >ectors(n=101) Spain(n=32) 56.3 5 3|
0]
3 Sr Manufacturing 42.9 ’ UK(n=131) I 55.7 El23
mo (n=63) ' Italy(n=21) 66.7
S Non- Belgium(n=39) EEEINEN 61.5 1
® Manufacturing 52.6 |2.6 elgium(n ) R
(n=38) Portugal(n=7) 71.4
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8. Business Outlook for Next 1 or 2 Years

8-2 “Expansion” exceeds “Stay the Same” In
Europe overall and the EU

m Regarding business plans for the next one to two years, across all sectors, the response rate of “Expansion” was 47.8% in
Europe overall and 49.4% in the EU, each exceeding the rates for “Stay the same.” In the previous survey, “Stay the
same” exceeded “Expansion” due to the impact of the COVID-19 pandemic, but the responses reversed again.

Al

m  Among Japanese affiliates based in the UK, across all sectors, the response rate for “Expansion”" was only 36.6%, falling

below the 55.7% of “Stay the same.”
Trend in outlook for business development over next 1-2 years (all sectors) (Unit : %)

et Expansion (Europe)

59.9 63.0

60 - 58.0 57.5 58.4 56.1 55.7 s Expansion (EU)

cecomee. Expansion (UK)

Remaining the same
(Europe)

40

Remaining the same
(EV)

Remaining the same

30 - (UK)

et Reduction (Europe)
Reduction (EU)

10 - 3.7 . . . : g . ceoome-+ Reduction (UK)

3 ....... - L . ' 1. . 4 Transferring to a third
- o —D- : country/region or
0.5 withdrawal from current

2013 2014 2015 2016 2017 2018 2019 2020 2021 local market. (Europe)

Europe Europe Europe Europe Europe Europe Europe Europe Europe country/region or

withdrawal from current

n=978 n=966 n=949 n=994 n=945 n=756 n=836 n=936 n=871 o, local market (EU)

Transferring to a third

UKn=273 UKn=273 UKn=274 UKn=285 UKn=245 UKn=192 UKn=187 UKn=162 UKn=131 country/region or

withdrawal from current

EUn=685 EUN=678 EUnN=664 EUN=694 EUN=689 EUN=550 EUN=637 EUnN=756 EUN=726 local market (UK)
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8. Business Outlook for Next 1 or 2 Years

8-3 In the manufacturing sector, “Expansion” was
the highest including respondents in the UK

m  Among Japanese-affiliated manufacturers based in the UK, for the first time since 2012, the response rate for “Expansion” of
business in the next one to two years (48.0%, a 17.4-point increase over the previous year) exceeded “Stay the same
(46.0%, 7.2-point decrease over the previous year) and “Decrease” also fell 10.5 points to 4.0%.

m  Among Japanese-affiliated manufacturers based in Europe and the EU, “Expansion” accounted for over 50% respectively,
exceeding the response rates for “Stay the same.”

Trend in outlook for business development over next 1-2 years (manufacturing sector)  (ynit: %)

57.7 59.1 58.7 g Expansion (Europe)

60 -

egpes Expansion (EU)

' /
50 2 1.8 54 3 \ ) 3 . Expansion (UK)
. . . oo mees Expansion
49.9 50.9 5.8 - ‘ P

Remaining the same
(Europe)

40 - i”42-7 41.7'"-., 41.3

39.7 eeett

40.5 o, Lo " e Remaining the same
I 39.7 38.4 | (EV)
30 - 35.1 34.7 Remaining the same
(UK)
g Reduction (Europe)
20 A

Reduction (EU)

10 - «oome oo Reduction (UK)
4.5.......

1 0 o3 g Transferring to a third
0 L : - ) Sﬁghn;g\//\ll’:ﬂ*?grr? I;:urrent

2013 2014 2015 2016 2017 2018 2019 2020 2021 local market (Europe)

Transferrmg_ to a third
Europe Europe Europe Europe Europe Europe Europe Europe Europe Country/region O et

n=465 n=482 N=468 n=465 n=421 n=362 n=380 n=436 n=391 eemeee Trnarerng o 8 thir
UKn=116 UKn=110 UKn=111 UKn=116 UK n=94 UK n=75 UK n=65 UK n=62 UK n=50 e O rrent

local market (UK)

EUn=337 EUNn=362 EUN=351 EUN=343 EUN=323 EUN=281 EUN=310 EUnN=364 EUnN=335
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8. Business Outlook for Next 1 or 2 Years

70

60

50

40

30

20

10

g-4| Non-manufacturing companies in Europe
overall and the UK continues to wait-and-see

m The response rate for “Stay the same” in the non-manufacturing sector was 50.0% in Europe overall and 61.7% in the
UK, indicating that many companies will continue taking a wait-and-see approach as in the previous survey. On the
other hand, “Expansion” exceeded “Stay the same” by a narrow margin among respondents in the EU.

Trend in outlook for business development over next 1-2 years (non-manufacturing sector)

(Unit : %)
_ 69.0 et Expansion (Europe)
M 66.0
. 61.7 =t Expansion (EU)
| 58.3 59.8 60.9 60.7 59.0
55 .. 52.8 : 57.5 53.8
. 51 3.9 /' 50.0 ....w--- Expansion (UK)
' 51.
| £49.9 495 4o % < 50.5 48.6
456 o772 =473 “47.5 49.0 N\ S— 47.8 Remaining the same
431 45.4 .. 454 : (Burope)
T 40.0 45.2 .3.8 7 Remaining the same
e (EV)
3.4 ML L e -. .
X i Remaining the same
5 : (UK)
Reduction (Europe)
Reduction (EU)
1 4.0 1.9 5 . Reduction (UK)
2.6 ' 18 25 0. . : .
b : 0.8 1.0 ‘1 206 972, SN RN _
0.8 m Y N I\ I e R - : . . Transferring to a third
B TR et b e —— . N : country/region or
' ) . ' withdrawal from current
2013 2014 2015 2016 2017 2018 2019 2020 2021 local market (Europe)
Transferring to a third
Europe Europe Europe Europe Europe Europe Europe Europe Europe country/region or
withdrawal from current
n=512 n=484 n=481 n=529 n=524 n=394 n=456 n=500 n=480 local market (EU)
«e-<®--- Transferring to a third
UK n=156 UK n=163 UK n=163 UK n=169 UK n=151 UK n=117 UK n=122 UK n=100 UK n=81 country/region or
withdrawal from current
EU n=348 EU n=316 EU n=313 EU n=351 EU n=366 EU n=269 EU n=327 EU n=392 EU n=391 local market (UK)
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g.5| .Sales” continues to be the highest function
for “Expansion” from the previous survey

m  When companies responding that they planned for “expansion” of business in the next one to two years were asked specifically what functions they
intended to expand, “Sales functions” was the most common answer. This is the same trend as the previous year, but in this year’s survey,
“Administrative functions in providing services” reversed places with “Production (general-purpose products)” by a narrow margin.

m  The next highest response after “Sales functions” was “Production (high-value added products)” in the manufacturing sector and “Logistics
function” in the non-manufacturing sector.

Functions to expand <Multiple Answers Given>

(Unit : Number of respondents)

m Sales function ® Production (high-value added products) Logistics function

R&D Administrative functions in providing services3 ® Production (general-purpose products)
® Function of regional headquarters Other
2021(n=411) 112 54 47 45

S10309S |V

2020(n=334) 245 50 30 33
2021(n=194) 132 39 20 8
S| e B

2021(n=217) _ 151 15 27 37

2020(n=179) 2017 26
X shared service center, call center

0 100 200 300 400 500 600 700 800
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8. Business Outlook for Next 1 or 2 Years

g-g| BY country of operation, respondents in
Germany cited “Expansion” the most

m Following the previous survey, Japanese-affiliated companies based in Germany accounted for the most
responses of “Expansion” of business in the next one to two years. Looking at the functions to be
expanded, Germany came in top for responses for all of the functions as well.

Top countries with large numbers of
responding companies selecting
expansion by function

Number of companies selecting function of regional headquarters

2016 | 2017 | 2018 | 2019 | 2020 | 2021 | Shange

Sales function Germany |Netherlands

(109) (33) (30) — 41
(Pr:(i)gdhu-f/t;?LTe Ge(rme)my F'gange (UK) (8.7) (11.3) (10.1) (9.8) (9.6) (9.6) (0.0)

34 14 11 10 19 14 11 18 12 N6
t

added products) Germany g3y  (15.3) (12.8) (9.8) (14.9) (8.9) (/6.0
Logistics Germany |Netherlands: France
function (42) (14) (9) 11 10 1 8 4 9 5

. Netherlands ¢ gy (20.8) (8.3) (18.6) (8.0) (17.6) (9.6)

ermany UK
Administrative (8.7) (9.5) (13.6) (2.9) (7.7) (8.3) (0.6)
functions in Germany Netherlands 1 3 ) 3 1 3 2

e France (8) ;

providing (14) (5) Spaln (3.8)  (14.3) (15.4) (23.1) (16.7) (25.0) (8.3)
services
Production Poland Note: The figures in brackets indicate the proportion of companies that
(general- Germany UK Czechie’l selected the function of regional headquarters among companies that
purpose (9) (6) (each 5) responded “Expansion.”
products)
Fun_ctlon of Germany |Netherlands UK
regional (12) 9) (4)
headquarters

Note: The figures in brackets indicate the number

of responding companies. ] _
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8. Business Outlook for Next 1 or 2 Years

8-7

Change of procurement sources and rise in
sales prices advance

m  Of the companies that responded that they had already conducted or are planning to conduct a review of business
strategy, control, or management system, specific measures cited included “Expansion of the utilization of work from
home and teleworking,” “Change of procurement source,” and “Rise in sales prices.”

m Measures that had a high rate to be reviewed in 2022 onwards included “Increase in new investment/capital
investment,” “Adjustment to the compensation package for staff”, “Review of sales products,” and “Promotion of
automation/labor conservation.”

Review of control/management system and business strategy

® Already started

Expansion of the utilization of work from
home and teleworking(n=148)

Change of procurement source(n=128)
Rise in sales prices(n=102)
Change of sales destination(n=98)

Review of sales products(n=92)

Implementation of multiple
sourcing(n=86)

Streamlining by staff reduction(n=72)
Promotion of utilizing virtual exhibitions
and online business meetings(n=71)

Promotion of management
localization(n=70)

Promotion of digitalization including digital
marketing and Al utilization(n=61)
Increase in new investment/capital

investment(n=66)

Reduction of expatriates(n=61)
Adjustment to the compensation package
for staff(n=57)

Launch/expansion of EC sales of your
products(n=54)

Promotion of automation/labor
conservation(n=48)

Note: Only top 15 items listed.

®In 2021 In 2022 ® In or after 2023 Do not know
(Unit : %)
.85 | 05 [NEN
17.2 8.6
20.6 5.9
21.4 6.1
18.5 141 kK
19.7 9.3
152 R 4
127 2.8
15.7 11.4
63.9 | 9.8 [ 16.4

34.8 10.6 36.4 6.1
16.4 9.8
31.6 88 53
222 ® 111
208 8.3
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8. Business Outlook for Next 1 or 2 Years
8-8

Shortage of semi-conductors and rise Iin
logistics costs impact reviews of procurement

m  The proportion of companies conducting a review of procurement sources was higher in Central and Eastern Europe
than in Western Europe. By sector, the proportion was high in sectors such as "Electrical machinery parts/Electronic
device parts", "Trading", and "Transportation equipment parts (Motor vehicles/Motorcycles)".

m  For reasons given for a review, “Optimization of production cost” (59.5%) was the most common, followed by “Spread
of COVID-19 infections” (29.8%) and “Other” (24.0%). Many cited the promotion of procurement from local sources

due to the rising logistics cost.

Change of procurement source

By region (Unit : %)
Europe(n=163)
Western
Europe(n=131)
Central & Eastern 875
Europe(n=32) .
By industry |
£ cal h £l ) (Unit : %)
ectrical machinery parts/Electronic
device parts(n=5)
Trading(n=12)
Transportation equipment parts (Motor m
vehicles/Motorcycles)(n=20)
Fabricated metal products(n=6)
General machinery(n=18)
Wholesale(n=5)
Transport activities/Logistics _
/Warehouse(|$=19) 78.9
Sales company/Sales subsidiary(n=13)
Chemical and allied products/Petroleum 61.5
products(n=13)

Reasons for “Change of procurement source”
(n=121)

(Unit : %)
Optimization of production cost

Spread of COVID-19 infections 29.8

Tightening of environmental -14.9

regulations
Change in the trading environment

Utilization of trade agreements
such as FTA

UK'’s exit from EU

Consideration to human rights
issues

Other

kRS
s 8

B4.1
| 0.8

24.0

- Promotion of procurement from local
sources due to the rising logistics cost

- Review of procurements costs

+ Production supply problem due to
semi-conductor shortage
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8. Business Outlook for Next 1 or 2 Years

8-9| Rising costs impact rise in sales prices

m  The proportion of companies raising their sales prices was higher in Central and Eastern Europe than in Western
Europe. By sector, the proportion was high in sectors such as "Electrical machinery /electronic devices", "General

machinery, and food/processed food", and "Agricultural or fishery products".

m  “Optimization of production cost” (54.7%) was the most common response for the reason for review, followed by
“Other” (35.8%). Many cited the rise of logistics cost and rise of raw material prices, indicating that the confusion of
supply chains accompanying the resumption of economic activities is causing an impact.

Rise in sales prices

By region (Unit : %)
Europe(n=232)
Western Europe(n=204)
Central & Eastern Europe(n=28)
By industry (Unit : %)

Electrical machinery/Electronic
devices(n=14)
General machinery(n=20)
Food/Processed food, agricultural or
fishery products(n=5)
Chemical and allied products
/Petroleum products(n=11)

Sales company/ Sales sub(5|d|27

n=

Electrical machinegf parts/Electronic
~ device parts(n=56)
Transportation equipment parts
(Motor vehicles/Motorcycles)(n=20)

Miscellaneous manufacturin
industriesin=5§

Wholesale(n=5

Trading(n=18)
Accommodations/Travel(n=6)

71.4
65.0

50.0
45.0
40.0
40.0

Communications/IT(n=5)

)
©
o
wWRWw
wew
WRW
Ul
—Ru
2 B
Ul

Transport activities/Logistics(n=22) 18.2

Optimization of production cost

UK’s exit from EU I3_2

Other 35.8

Reasons for “Rise in sales prices” (n=95)

(Unit : %)

Spread of COVID-19 infections - 16.8

Change in the tradin
¥ ° o5

environment
Tightening of environmental
. -7.4
regulations

- Rising logistics cost

- Rise of raw material prices

accompanying difficulties in raw
material procurement
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9. Risks in Supply Chain

COVID-19, container shortage and semi-
conductor shortage are risks

m  As risks in supply chains, 60% of companies responded “Spread of COVID-19"” and “Container shortage.” Suspension of
production and decreased operating rate were cited in Europe and Asia as specific risks for the former, and rising

transportation costs was cited for the latter.

m  The response rate for “Global shortages of semi-conductor”
decrease in vehicle production.

exceeded 40%. Many companies were concerned about the

m There were also many comments on the rise of raw material prices and material prices.

Risks in supply chain

(by industry, Multiple Answers Given)
(Unit : %)

-
Spread of Covid-19 65.2
Container shortage 65.8
42.1
Global shortages of semi-conductor

Preparations for regulations and %gé
procedure due to UK'’s exit from the EU :

Not aware of any risk '?2
Minor metal or rare-earth element 67-§9
shortages 57
US-China trade friction 5:5873
Regulations related to human rights 5..2

due diligence (managing human rights 6.4
risks in the supply chain) 4.0

5.1
Other l5.8
4.3

m All Sectors(n=691) m Manufacturing(n=342) m Non-Manufacturing(n=349)

Risks in supply chain

(by country, Multiple Answers Given) (Unit : %)

Preparations
for regulations

Covid-19 | shortage | of semi-
conductor]| &xit from the

EU
Germany(n=227) 61.2 67.0 45.4 10.6
UK(n=95) 52.6 47.4 28.4 40.0
Netherlands(n=75) 57.3 65.3 38.7 16.0
France(n=64) 54.7 48.4 35.9 10.9
Czechia(n=31) 77 .4 80.6 77 .4 9.7
Belgium(n=30) 60.0 56.7 50.0 16.7
Spain(n=26) 65.4 50.0 38.5 7.7
Poland(n=25) 76.0 76.0 68.0 12.0
Ireland (n=16) 56.3 31.3 25.0 25.0
Finland(n=16) 62.5 37.5 43.8 0.0
Italy(n=14) 71.4 78.6 35.7 7.1
Austria(n=13) 76.9 61.5 23.1 7.7
Hungary(n=11) 63.6 90.9 45.5 9.1
Sweden(n=9) 88.9 77.8 66.7 33.3
Romania(n=9) 66.7 44.4 55.6 0.0
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10. Green and Digital

10-1| 40% of companies were making efforts for
decarbonization

m Regarding decarbonization (reduction of greenhouse gas emissions), the combined rate of Japanese
affiliates based in Europe responding “We are already making efforts” and “We have not made any effort
yet, but we are planning to do so” exceeded 70%.

m In all countries excluding Portugal, the combined rate of “We are already making efforts” and “We have
not made any effort yet, but we are planning to do so” exceeded 50%.

Situation of efforts for decarbonization (by industry)  Situation of efforts for decarbonization (by country)

m We are already making efforts m We are already making efforts
m We have not made any effort yet, but we are planning to do so m We have not made any effort yet, but we are planning to do so
m We have no plan to make any effort (Unit : %) m We have no plan to make any effort (Unit : %)
= 2
o Romania(n=13)
c i Switzerland(n=10) I N R 100!
s | e " eveden(n—10) —
S (n=383) Sweden(n=10) | OR N0 T —
® .
- =5) I : :
Non-Manufacturing 355 32.7 31.8 Slovakia(n=>5)
(n=471) : : : Spain(n=32)
Belgium(n=37)
All Sectors(n=752) 40.3 3L.1 28.6 Austria(n=18)
m § . Denmark(n=10)
S8 Manuf(f’ﬂnigqgg 47.3 30.7 21.9 France(n=81)
® 3 Italy(n=21)
NO”'Ma”UfaCtjggg 35.1 31.4 33.5 Netherlands(n=89)
(n=433) Finland(n=22)
m All Sectors(n=102) Czechia(n=34)
z0 UK(n=129)
32 i = !
£ (n=64) Hungary(n=13)
(%D Non-Manufacturing 13.2 Germany(n=268)
(n=38) i : : Portugal(n=7)
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10. Green and Digital

10-2

Both in manufacturing and non-manufacturing
sectors, some businesses are leading efforts

m In the manufacturing sector, the response rates for “We are already making efforts” were particularly high in “Precision
machines and instruments” (88.9%) and “Transportation equipment (Motor vehicles/Motorcycles)”(70.0%), greatly

exceeding the 47.3% average in the manufacturing sector.

m In the non-manufacturing sector, efforts were advancing in “Construction/plant/engineering” (71.4%) and
“Electricity/gas” (60.0%). The proportion was also high in “Non-banks” (51.7%) and “Banks” (44.4%) sectors, which is
seen because of expansion and strengthening of ESG investment and loans.

Situation of efforts for decarbonization

(manufacturing, by industry)
m We are already making efforts
m We have not made any effort yet, but we are planning to do so
m We have no plan to make any effort

Precision machines and
|nst|jument_s(n=9%

Transportation equipmen

(Motor vehicles/Motorcycles)(n=10)

Textiles(n=6)
Plastic products(n=6)
Non-ferrous metals(n=9)

Medicines(n=13)
Food/Processed food, agricultural
orélshery, prsoducts(n=%8)
eramic/Stone and cla
. _products(n=7
Electrical machlnery_)ilfﬁec ronic
. evices(n=29)
Transportation equipment parts
(Motor vehicles/Motorcycles)(n=62)
InformGa%noer{aa{nraacco_hr{wnn% rglrcl:at‘%gl%
electronics equipment/Office
machlnesén=7
) Rubber products(n=10
Electrical machinery parts/Electronic
device parts(n=25)
Transportation equipment parts
(Railroad vehicles etc.)(n=11)
Chemical and allied products
/Petroleum products(n=35
Medical equipment(n=9

Fabricated metal products(n=18)
Miscellaneous manufacturin
|ndustr|es(n=18%

(Unit : %)
/00 | 200100

. 51429 |

Situation of efforts for decarbonization

(non-manufacturing, by industry)
m We are already making efforts
m We have not made any effort yet, but we are planning to do so

m We have no plan to make any effort

Construction(n=7)
Electricity/Gas(n=5)
Non-banks(n=29)
Retail trade(n=8)
Banks(n=18)

Communications/IT(n=17)
Holding/managing compan
ding ging pllg

/Regional headquarter(n=

Sales company/ Sales
subsidiary(n=145)

Trading(n=78)
Real estate(n=6)

Wholesale(n=19)

.. Transport activities
/Logistics/Warehouse(n=78)

Accommodations/Travel(n=12)

Others(n=15)

(Unit : %)

714

600 ] 20.0 ] 200

| 500  J125] 375 |
44.9
33.3

40.0 26.7 33.3
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10. Green and Digital

10-3

Influenced by instruction from headquarters
and customers, local regulations

m Regarding the reason for making efforts toward decarbonization, “Because of the instruction/recommendation from the
headquarters” was the highest at 62.4%. By industry, rubber products had a 100% response rate.

m  Following this was “Because of the regulations and/or preferential treatments set by the central/local governments in the

country/region of our operation” (33.6%) had a high response, especially in Western Europe.

m In the manufacturing sector, the response rates for “Because of the instruction/request from a customer (non-Japanese)” was
also higher than 30%, indicating that some companies are making efforts due to increasing request by third parties.

Reasons for making efforts for decarbonization
(by industry, Multiple Answers Given)

Because of the instruction
/recommendation from the
headquarters (parent company)

Because of the regulations and/or

preferential treatments set by the
central/local governments in the

country/region of our operation

Because of the instruction/request
from a customer (Non-Japanese)

Request from consumers

Request from investors

Because of the instruction/request
from a customer (Japanese)

Request from employees

Request from the public and/or
NGOs

Other

By industry (Unit : %)
Rubber products(n=7)
T Electrical machinery/Electronic o
(Unit : %) devices(n=23) YN
_ 524 Medicines(n=9)
62.9 Banks(n=13) /6.9
- ggg Non-ferrous metals(n=7)
33.9 Non-banks(n=21)
‘5.5 Others(n=10)
oq 0  Trading(n=56) NG
Transportation equipment parts 654
-18.7 (Motor vehicles/Motorcycles)(n=52)
20.4 Food/Processed food, agricultural
17.1 or fishery products(n=23)
1£r76-1 Note: Only top 10 industries listed.
19.4 By country (Unit : %)
15.1
17.3 Belgium(n=29)
12.9 Romania(n=11)
88 France(n=60)
10.0 Italy(n=15)
4.5 Spain(n=25)
3.7 Netherlands(n=64)
5.2 UK(n=78)
'6?86 Poland(n=24)
12.3 Germany(n=182)

m All Sectors(n=604) m Manufacturing(n=294)

Non-Manufacturing(n=310) Czechia(n=30)

H
o
N

Note: Only top 10 countries listed.
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10. Green and Digital

10-4| 1In the manufacturing sector, 60% conserve
energy and resources

m  “Conservation of energy/resources” had the highest rate as a specific measure at 50%. In particular, the rate was 60% for
the manufacturing sector.

m  Of “Procurement of renewable energy/new energy” (29.9%), solar power (73.3.%), and wind power (43.9%) had high rates
of procurement, greatly overtaking other renewable energy sources. The response rates for solar power were highest in
Netherlands (95.2%) and Spain followed (88.9%). There were cases in which the procurement of renewable energies was a
condition of transaction. Some major company requires suppliers to manufacture parts using renewable energies.

Specific initiatives of decarbonisation

Types of renewable ener n=180
(by industry, Multiple Answers Given) P ay { )

(Unit : %) (Unit : %)

Conservaion of 70 60 Solar power
energy/resources '
Wind power
Hydrogen
Hydraulic power

Biomass [l 11.7

Geothermal power [JJj 7-8

|

o

Development of new
environment-friendly products

A
; Procurement of renewable |

|  energy/new energy _!

44.7

|

©
W
.°‘
o

!

Electrification of energy
sources

NNN)
S
Q=0

Social contribution activities
(environmental activities)

N
R
ooNw

W

Tidal power [ 2.2

Restriction oneet:ployee travel, -1é§30 , Other
Requesting suppliers (supply 18.1
chain) to decarbonize - :;LL%(Z) - —
Purchase of emission reduction . 6.0 * Shift of company + CO2 emissions
hg 5.8 cars to EV calculations
credits in the market 6.2 . Investment in . ESG investment
Use of energy sourced from ‘ 12-54 renewable energy and loans
nuclear power 0.7 business - Elimination of
9.0 - Promotion of plastic packaging
Other 4.7 13.0 recycling
m All Sectors(n=602) m Manufacturing(n=295) m Non-Manufacturing(n=307) + Going paperless
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10. Green and Digital

10-5

adoung

Utilization of digital technologies advances
in Central and Eastern Europe

Regarding the utilization of digital technologies, 37.4% of Japanese-affiliated companies in Europe responded “We are
already utilizing such technologies.” By region, it was found that the utilization of digital technologies is more advanced
in Central and Eastern Europe (53.5%) than in Western Europe (35.3%.) As the merits of utilizing digital technologies,
70% of Japanese manufacturing companies in Central and Eastern Europe cited “Ability to address the issues of
increasing wages and labor shortage,” “Stabilization and enhancement of the quality of products/services,” and “Ability
to streamline and optimize development/production processes and operation.”

Status of utilization of digital technologies

(by industry)

m We are already utilizing such technologies
m We plan to utilize such technologies
m We have no plan to utilize such technologies (Unit : %)

All Sectors(n=858)

Manufacturing
(n=382)

Non-Manufacturing
(n=476)

EEEENETIE >

adoung
UJI21SaM

All Sectors(n=757)

Manufacturing
(n=319)

Non-Manufacturing
(n=438)

adoung uJslse]

B [B3UDD)

All Sectors(n=101)

Manufacturing
(n=63)

Non-Manufacturing
(n=38)

EECEEETT
R oo

Status of utilization of digital technologies
(by technology)

m Utilizing m Considering to utilize
(Unit : %)
Robots(n=166) 65.1 34.9
E-commerce(n=269) 63.6 36.4
IoT(n=173) 48.0 52.0
Fintech(n=48) 41.7 58.3
Big data(n=138) 37.7 62.3

(Al)(n=166)
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10. Green and Digital

10-6

Shortage of engineers and high cost are the
challenges for digital technology utilization

m Many companies cited shortage of engineers (45.6%) and high cost (44.9%) as challenges to utilizing

digital technologies.

m Response rates for a shortage of engineers were high in Central and Eastern European countries such as
Hungary, Poland and Czechia. By industry, the manufacturing sector accounted for the top ranks across

the board.

Challenge of utilizing digital technologies
(by industry, Multiple Answers Given)

I Lack/shortage of suitable!

external partners

The cost of adoption/operation
is high

It is difficult integrate digital
technologies into our existing
internal infrastructure

No prospect for sales that
matches the value of the
investment

Lack/shortage of suitable
external partners

We are unsure of any challenge

Related infrastructure (such as
communication environment,
logistics network, settlement

system) is insufficient

m All Sectors(n=779) m Manufacturing(n=348) m Non-Manufacturing(n=431) Fapricated metal products

= b [
Al

oflo
—ANEN
S [§ (8

o)

[y

o)

By country (Unit : %)
Hungary(n=11)
(Unit : %) Switzerland(n=8)
45.6 Sweden(n=8)
>4.0 Poland(n=26)

Czechia(n=31)
514 Spai_n(n=27)
39.7 Austria(n=16)
Germany(n=249) 47.8

38.7
4.9

26.8
29.0 Ireland(n=17) 47.1

25.1 France(n=74) 45.9
21.3 Note: Only top 10 countries listed.

| 233.9 By industry (Unit : %)
19. Rubber products(n=10)

14.8 - _
129 Medicines(n=12) 6
16.2 Banks(n=17)

13.4 General machinery(n=48)
) Miscellaneous manufacturin
9.8 ~industries(n=13
16.2 Transportation equipment parts
(Motor vehicles/Maotorcycles)(n=59
11.4 Precision machines an
5.9 instruments(n=10)
12. Food/Processed food, agricultural or
10.2 _fishery products(n=19)
Electrical machinery/Electronic
deV|cesén=25

]

n=18
Note: Only top 10 industries listed.

S =] B ~E—~Rollo
S| 1 BN B BN
O\\l'\I
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10. Green and Digital

10-7 Interest concentrates on personal data
protection regulations such as the GDPR

m “Sensitive information subject to laws and regulations” accounted for 40% of policies in which companies
had interest with respect to utilizing digital technologies. In particular, over 90% cited the GDPR,
indicating high interest among Japanese-affiliated companies.

m On the other hand, 45.5% of companies responded “Nothing in particular” as well.

Policy topics of interest

Specific regulations (n=325
(by industry, Multiple Answers Given) P g ( )

(Unit : %) (Unit : %)
Sensitive information (such as 41.7 GDPR 92.3
personal information) subject to 40.8
laws and regulations 42.4 UK GDPR
Cross-border transfer of 20.0
sensitive information (such as 17.1 e-Privacy directive
personal information) 22.4 _
Requirerg/ent of in.stallingta ; - 1123-46 EU Al regulation [l 9.8
server and/or requirement o . Swiss Federal Act on
storing data within the country 12.0 Data Protection I 3.7
6.5
Digital taxes - 8.1 Other \ 0.3
5.3
Requirement for technology ‘32 1 Specific transfer (n=156)
transfer ) 5
2.1 (Unit : %)
Requirement of disclosing I 2362 Intra-EU
source codes and algorithms 21 Between the EU and the non-
455 EU country (excluding the UK) 53.2
Notring in partcuir |, eteen the EU and the UK 46,2
0.9 Between the UK and the
Other F 0.3 outside UK(excluding EU)
1.4
Other |1.9

m All Sectors(n=780) m Manufacturing(n=346) m Non-Manufacturing(n=434)
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10. Green and Digital
10-8

Half of Japanese companies in Europe are
interested in support for green investment

m  Of support measures for respective EU member states to implement as efforts for business recovery from COVID-19, “Support

measures for green investment” was the prime concern at 51.2%. This was followed by 31.2% for “Support measures for
utilizing digital technologies” and 30.6% for “Support measures for purchasing eco-friendly vehicles.” The response rate for
“Support measures for green investment ” increased drastically from the previous survey (32.3%).

m The response rate for support measures for green investment was highest respectively in the respondent countries excluding

Italy and Romania.
Recovery support measures of interest

(by industry, Multiple Answers Given)
(Unit : %)

51.2
58.8

Support measures for green
investment

Germany(n=143)

Support
measures for
green
investment

Support

30.1

Recovery support measures of interest

(by country, Multiple Answers Given)
(Unit : %)

Support Support
measures forimeasures for| measures
investment
in
digitalization

purchasing
eco-friendly
vehicles

38.5

for the
tourism
industry

4.9

Support measures for investment in

digitalization UK(n=65) 55.4 23.1 27.7 12.3
Netherlands(n=52) 50.0 25.0 32.7 1.9

France(n=42) 40.5 33.3 21.4 19.0

Support measures for purchasing eco- ?:;Cl)g Czechia(n=25) 52.0 44.0 32.0 0.0
friendly vehicles : Poland(n=23) 69.6 30.4 21.7 0.0
Belgium(n=21) 57.1 23.8 47.6 4.8

71 Spain(n=21) 57.1 38.1 23.8 14.3

Support measures for the tourism E-9 Italy(n=12) 33.3 66.7 25.0 0.0
industry Finland(n=12) 41.7 33.3 8.3 16.7
Austria(n=12) 50.0 50.0 33.3 0.0

'6-3 Hungary(n=10) 80.0 30.0 20.0 0.0

Other §§5.1 Ireland(n=8) 62.5 12.5 0.0 25.0

7.3 Denmark(n=7) 85.7 28.6 42.9 0.0

m All Sectors(n=477) B Manufacturing(n=216) Romania(n=7) 28.6 57.1 14.3 0.0
Non-Manufacturing(n=261) Portugal(n=5) 60.0 40.0 20.0 0.0
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10. Green and Digital

10-9| Interest in using support measures for
renewable energy and digital technology

m  Among support measures for green investment, respondents were highly interested in the usage of “Support
measures for utilizing renewable energy.” Specifically, many responses cited support measures such as subsidies
or reduced taxes for solar panel installation and other renewable energy investment.

m  Among support measures for investment in digitalization, respondents were highly interested in “Support
measures for utilizing digital technologies” such as utilizing artificial intelligence (AI) or promoting Industry 4.0.

Breakdown of support measures for green investment Breakdown of support measures for investment

(by industry, Multiple Answers Given) in digitalization (by industry, Multiple Answers Given)

(Unit : %) (Unit : %)
Support measures for utilizing 535:; 3 74.5
renewable energy : Support measures for utilizing digital 78.8
technologies
43.9
Support measures for energy saving 47.2
34.8 Support measures for developing
Support measures for green 2 265 digital talent
production facilities
Support measures for utilizing 32.0 21.5
hydrogen technologies 18.9 Support measures for research and 250
development in digital technologies :
Support measures for research and 252%'1
development in green technologies : 3.4
4.5 Other '2.5
Other 3.9
5.1 4.3
m All Sectors(n=244) m Manufacturing(n=127) m All Sectors(n=149) m Manufacturing(n=80)
Non-Manufacturing(n=117) Non-Manufacturing(n=69)
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10. Green and Digital

10-10 Interest towards the shift to EV in Japanese
companies in the EU and the UK

m Of green- and digital-related policies and regulations being promoted in the EU and the UK that
companies were concerned with, “Vehicles Emissions Targets of CO2"” (48.5%) in the EU and
“Accelerating the shift to zero emission vehicles” (60.9%) in the UK had the most responses, showing
that the shift to electric vehicles was gathering attention in the automotive industry respectively.

Policies or regulations for green or digital of interest <Left : the EU. Right : UK>

(by industry, Multiple Answers Given)
(Unit : %) (Unit : %)

Vehicles Emissions Targets of CO2 52.1 Accelerating the shift to zero

emission vehicles
29.9

27.6

Develop low carbon hydrogen
26.5 36.1

production capacity

Hydrogen Strategy, EU strategy for
energy system integration

Extension of scope of sectors

27.6
covered under the EU-ETS
33.3
; feci A4
New European vehicle emissions Advancing offshore wind
standards (Euro7)
Introduction of carbon border 192%_3'9 s t for R&D to devel 27.6
0 ort fo o develop zero-

adjustment mechanism (CBAM) upp r Velop zer 27.8

emission aircraft and green ships
Circular Economy (e.g battery

) 21.0 27 6
lifecycle) Investing in carbon capture, usage

Revision of the Renewable Energy 113(3) and storage
Directive )
m All Sectors(n=612) m Manufacturing(n=290) m All Sectors(n=87) m Manufacturing(n=36)
Non-Manufacturing(n=322) Non-Manufacturing(n=51)
Note: Only top 7 items listed. Note: Only top 5 items listed.
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11. Human Rights Issues in Supply Chains

11-1

Supply chains and human rights recognized
by 70% as management issues

m Regarding human rights issues in supply chains (SC), 70.1% of companies in the EU overall responded that they

considered them as a management issue. By industry, all companies in textiles, plastic products, and non-ferrous

metals responded that they recognize them as a management issue.

m This trend probably related to the announcement of a draft revision to strengthen the Non-Financial Reporting

Directive and preparations for a new draft directive to make human rights due diligence mandatory.

Recognition of human rights issues in supply chains Recognition of human rights issues in supply chains

as a management issue (by industry)

(n=37)

m Recognizing m Not recognizing (Unit * %)
All Sectors(n=835) 70.1 29.9
rcn M facturi
= anufacturing
S (n=374) 74.1 25.9
®
Non-Manufacturing
(n=461) 66.8 33.2
All Sectors(n=736) 69.8 30.2
oE i
3o Manufacturing
% 3 (n=312) 74.0 26.0
=}
Non-Manufacturing
(n=424) 66.7 33.3
m All Sectors(n=99) 71.7 28.3
a0
= anufacturing ; _
ge (n=62) i 238
o
B Non-Manufacturing 67.6 32.4

m Recognizing

Textiles(n=6)

Plastic products(n=6)

Non-ferrous metals(n=7)

Chemical and allied

products/Petroleum products(n=34)
Precision machines and

instruments(n=8)

Ceramic/Stone and clay products(n=7)

Construction(n=7)

Electrical machinery parts/Electronic

device parts(n=25)
Electricity/Gas(n=5)

Holding/managing company/Regional

headquarter (n=10)

Fabricated metal products(n=18)
Electrical machinery/Electronic

devices(n=29)

Food/Processed food, agricultural

or fishery(n=28)
Trading(n=77)

Information and communication electronics
equipment/Office machines(n=7)

Note: Only top 15 industries by rate of “recognized” listed.
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912 388
875 |25
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11. Human Rights Issues in Supply Chains

11-2

40% of Japanese companies in Europe require
their suppliers to adhere to their policy

m About 60% of companies responded that they had a policy in place regarding human rights in supply

chains, of which 36.6% requires suppliers to adhere to their policy.

m By industry, this was required by high rates of companies in “Precision machines and instruments”
(85.7%), “Electrical machinery parts/Electronic device parts” (79.2%), and “Transportation equipment
(Motor vehicles/Motorcycles “(75.0%.)

Policy regarding human rights in supply chains Policy regarding human rights in supply chains
(by industry) (by industry)
B We have a policy in place and require our suppliers to adhere to it B We have a policy in place and require our suppliers to adhere to it
u V\é% have a pollcy in place, but we do not require our suppliers to u V\é?—] have a pollcy in place, but we do not require our suppliers to
adhere to it adhere to it

We do not have a policy in place, but we plan to establish one

We do not have a policy in place, but we plan to establish one

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

adoun3g

All Sectors(n=796)

Manufacturing
(n=357)

Non-Manufacturing
(n=439)

(Unit : %) (Unit : %)
Precision machines and instruments(n=7) 85.7 14.3 |
Electrical machinery/Electronic devices
Ay 792 1258
Transportation equipment (Motor 750 00 |
44.3 21.8 vehicles/Motorcycles)(n=8) 7

Information and communication electronics 71.4 14.314.3 |

equipment/Office machines(n=7)
Non-ferrous metals(n=6)

adoung
UuI21S9M

All Sectors(n=701)
Manufacturing
(n=296)

Non-Manufacturing
(n=405)

i l SN 60.0 [20.0
Ceramic/Stone and clay products(n=>5) 1 20.0 |
Textiles(n=6)

Rubber products(n=10)

Retal trade(n=)

adoung uiase]

B |e13ud)

All Sectors(n=95)

Manufacturing
(n=61)

Non-Manufacturing
(n=34)

Food/Processed food, agricultural or [ 481 |
Medicines(n=13)

Electrical machinery/Electronic U 46.2 |

Chemical and allied products/Petroleum [ 412 | 32.4 2 0
50.0 17.6 14.7 products(n=34) — — a
#4 Sales company/ Sales subsidiary(n=134)

Note: Only the top 15 rated industries that responded “We have a policy in place
and require our suppliers to adhere Copyright © 2022 JETRO. All rights reserved.
to it” are listed.
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11. Human Rights Issues in Supply Chains

11-3 70% of companies requiring their suppliers
to adhere to their policy, requires it in local

m  Of the companies responding that they “have a policy in place and require our suppliers to adhere to it,” 68.5%, the highest
proportion, required it at their location. This was followed by 52.8% responding that they require it to Japanese suppliers.

m  Companies responding that they required their suppliers in Europe (other than the country of their location) to adhere to their
policy was 23.2%, with Germany (66.1%) followed by France (56.5%) being the top two countries where suppliers were
located.

Suppliers required to adhere to human rights policy (by industry, Multiple Answers Given)

(Unit : %) (Unit : %)
location to adhere to our policy
Transportation equipment parts 85,
2.We require our suppliers in Japan to 5%-585 (Motor vehicles/Motorcycles)(n=20)
adhere to our policy . Electrical machinery parts/Electronic
T T S I device parts(n=19) 84.2 789 26.3 5.3 0.0
1 3.We require our suppliers in Europe % : —
| toadheretoourpolicy _ Lo : Medicines(n=6) 83.3 50.0 33.31 0.0 16.7
4.We require our suppliers in countries Rubber p.roducts(n=5) - 80.0: 40.00 20.0 40.0: 20.0
other than Europe and Japan to adhere 8 Information and communication
to our policy electronics equipment/Office machines 80.0: 40.0: 20.00 0.0 20.0
(n=5)

5.We require our suppliers to require ig? —
their suppliers to adhere to our policy 0 Communications/IT (n=5) 80.00 20.00 0.00 0.0 0.0

Chemical and allied

Non-Manufacturing(n=121)

Food/Processed food, agricultural or 750 833 83 8.3 0.0

Countries where the suppliers are located Unit - %) fishery products (n=12)

nit : % : ; =

n=62 Electrical machinery/Electronic
( ) Germany devices(n=12) 75.00 58.3 16.7 25.0 25.0
France _ General machinery(n=15) 66.7 33.3. 53.3 26.7: 20.0

Netherlands |G EN

UK Transport activities/Logistics(n=18) 66.7 44.4 11.1 5.6 22.2
Other _ Note: Only the top 10 rated industries that responded “We require our

suppliers at our location to adhere to
our policy” are listed.
e
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11. Human Rights Issues in Supply Chains

11-4| More than 40% were required to adhere to
human rights policy of their corporate clients

m  Companies that were required to adhere to the human rights policy of their corporate clients accounted for 42.7%. The proportion
of companies that were required by “Corporate clients at our location” was the highest at 33.2% and the proportion required by
“Corporate clients in Europe (other than our location)” was 12.2%. Of which, countries such as France (41.9%), Germany (37.6%),
and the UK (32.3%), which already have related legislation in place, accounted for a high proportion.

m  On the other hand, 57.3% of companies responded “We have never been required by our corporate clients to adhere to such
policy.”

Corporate clients requiring adherence to human rights policy (by industry, Multiple Answers Given)

(Unit : %) it .0
1.0ur corporate clients at our location have 33'329 3 ? (Unit : %)

required us to adhere to such policy 1 2 3 4 5)
E B _2_.O_ur_c;r[:or_at_e :Iie_znt_s i_n_Eu_ro:)e_h;v; i _E Text'ile's(n=6) : 83.3 33.3 0.0 0.0 16.7
L o r_eq_ui_ref Lisfo_ad_hire_ti s_uc_h fo_licz B _! iﬁ\rsiiﬁ:ggnntqsa(?\rl%s and 71.4 14.3 14.3. 0.0 28.6
3.0ur. corporate clients in Japan héve Ssg gfggLr:‘(l:ltt:s/(Sr]tggiand AER7 60.0. 20.00 0.0. 0.0 40.0
required us to adhere to such policy 7 7 Non-ferrous metals(n=>5) 60.0 20.0 0.0 0.0 20.0

Electrical machinery parts/Electronic
device parts(n=22) 545 18.2 22.7. 0.0 31.8

required us to adhere to such policy Fabricated metal products(n=18) 50.00 27.80 0.00 5.6 38.9

5.We have never been required by our
H0s Plastic products(n=6) 50.0 33.3; 0.0 0.0 33.3

corporate clients to adhere to such policy

4.0ur corporate clients in countries other 3.0
than our location/Europe/Japan have 3.3
2.8

m All Sectors(n=764) m Manufacturing(n=337) m Non-Manufacturing(n=427) ] ]
Chemical and allied _aqy 48.4 355 19.4 6.5 32.3

. . products/Petroleum products(n=31)

Countries where the corporate clients are located

= P Transportation equipment parts
(n=93) France (Unit : %) (Motor vehicles/Motorcycles)(n=57) 43.9 14.00 12.3] 7.0 40.4
Germany Information and communication
UK electronics equipment/Office 429 14.3 0.0 14.3 42.9
Netherland ' machines(n=7)
T other 17 - Note: Only the top 10 rated industries that responded “Our corporate
Other 31.2 clients at our location have required us to adhere to such policy” are

listed. Copyright © 2022 JETRO. All rights reserved. 80




11. Human Rights Issues in Supply Chains

11-5 Responses to conflict minerals advance; EU
law applied from January

m  Asked about specific human rights-related risks of concern, comments on child labor and conflict minerals were
most cited by the respondents. This was probably related to the application of EU’s Conflict Minerals Regulation
since January 2021.

m  Some respondents also commented that it was difficult for them to specify the target scope of region for their
supply chains that were spreading to a wide area.

Human rights-related risks of concern and preventative measures in place (open-ended question)

Specific details / Preventative measures

Child labour - Investigate suppliers to see whether child labour takes place.

« Concern about potential risks of slavery, forced labour, and child labour in the upstream of supply chains
(Netherlands)
Labour standards  « Concerns about labour conditions in Asian production factories
Labour conditions . Require suppliers to sign a declaration that they do not conduct forced labour and only do business with
signed suppliers. (Germany)

- Compliance with the Modern Slavery Act (UK)

- Investigate suppliers (including secondary and tertiary) to see whether they use minerals that have the
Conflict mineral risk of becoming funding sources for militant forces.
resources « Regulation regarding mineral resources produced in conflict areas (Netherlands)
- Confirmation with the Conflict Minerals Reporting Template received from suppliers (Germany)
« Conduct in-house training every year about discrimination against non-UK employees and LGBT employees.

Prepare LGBT-friendly facilities (changing rooms, toilettes, etc.). (UK)
« Concern about discrimination depending on the country of origin of employees.
« Concern about discrimination against minority groups
« When multiple companies are involved in the supply chain, it is difficult to grasp the entire situation on
human rights violations.
Others « While we recognize that no human rights violation occurs in our supply chain, we concern about the lack of
written document. (Germany)
- Differences in standards due to the differences in the understanding of the scope of human rights in
Europe and understanding of the scope of human rights in Japan. (Germany)
Note: The country name is not listed if there were responses from multiple countries. Copyright © 2022 JETRO. All rights reserved. | 81
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Contact details for inquiries:

Japan External Trade Organization
(JETRO)

Overseas Research Department
Europe, Russia and CIS Division

m Note

006G

+81-3-3582-5569

ORD@jetro.go.jp

Sixth floor, Ark Mori Building, 1-12-32
Akasaka, Minatoku, Tokyo 107-6006

Responsibility for any decisions made based on or in relation to the information provided by this report shall rest solely on readers.
Although JETRO strives to provide accurate information, JETRO will not be responsible for any loss or damages incurred by how the

readers use the information provided in this report.
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