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Overview of the Surve

Overview of the Survey

Purpose of the survey: The purpose of the survey is to grasp the actual conditions of Japanese-affiliated business activities operating

overseas and to provide the results to a wide range of Japanese companies and policymakers.

Survey method: Questionnaires were distributed to and collected online from 18,186 Japanese companies (local subsidiaries with at least

10% Japanese investment, branches and representative offices of Japanese companies) in 83 countries/regions selected
through JETRO's overseas office network. 7,410 valid responses were received. The effective response rate was 40.7%.

Characteristics of this year: Amid an increasingly challenging environment for international business, including a slowdown in the Chinese

economy, heightened geopolitical risks, and increasing protectionist restrictions on trade and investment, we report on
the latest trends in the performance outlook and responses to new challenges by Japanese companies in various countries
and regions.

Contents of this report: Preceded by results by major region, common global survey items: I. Operating profit forecast, II. Future business

development, . Changes in the competitive environment, IV. Wages.
m Overview of the surveys in each region
Number of target

Total respondents Target countries and

Region businesses . Response rate Survey period .
; (companies) regions
(companies)
North America 1,826 774 42.4% September 3-24 2 countries
Latin America 723 374 51.7% August 20-September 24 7 countries
Europe 1,324 772 58.3% August 27-September 19 23 countries
Russia 83 59 71.1% September 4-24 1 country
Asia and Oceania* 13,727 5,007 36.5% August 20-September 18 20 countries/regions
Middle East 236 201 85.2% September 4-24 10 countries
Africa 267 223 83.5% September 4-24 20 countries
Total for all regions 18,186 7,410 40.7% (%) 83 countries/regions

*Note: Includes Northeast Asia (China, Hong Kong, Macau, Taiwan, and South Korea), ASEAN (excluding Brunei),
Southwest Asia (India, Bangladesh, Pakistan, and Sri Lanka), and Oceania (Australia and New Zealand).
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Key Findings of the Survey

Key Findings of the Survey

1. The percentage of profitable companies increased. Business confidence
improved.

B Outstanding performance improvement in India, Vietnam, Brazil, and Mexico.

B Significant performance deterioration in China, Thailand, Germany, and the Netherlands.

2. Appetite for Business Expansion Reflecting Performance. The Global
South on the Rise

B 80% of companies in India and over 60% in Brazil and UAE plan to expand local operations in 1to 2 years.

B Record low for companies expecting expansion in China and Hong Kong. Second lowest level on record in
Thailand.

B Higher appetite for business expansion expected in food products, medical equipment, and human resources
businesses, at over 70%.

3. Fierce cost competition, diversified competitors in emerging markets

B Cost competitiveness is a strength for Chinese companies, while brand recognition is a strength for European and
United States companies.

B |n emerging markets, there is a mix of local, Chinese, European and United States Companies, and the
competition is diversified.

B Japanese companies face fierce cost competition in many regions. Seeking ways to respond by strengthening

sales and diversifying.
Note: Unless otherwise noted, “major countries/regions" in this survey refers to 18 countries and regions China, Hong Kong,
South Korea, Singapore, Thailand, Indonesia, Vietnam, India, Australia, United States, Mexico, Brazil, the United Kingdom,

France, Germany, the Netherlands, UAE, and South Africa.
N OEEOEREBRERRERERRRE
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l. Operating Profit Forecast
~The percentage of companies in the black increased.

Business confidence is improving~
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|. Operating Income Forecast

1 The percentage of firms in the black increased, and
those in the red decreased

m The percentage of firms expecting to be “in the black” in 2024 was 65.9%, up 2.5 points from the previous year. The
percentage of firms in the red was 17.0%, down 1.3 points from the previous year. This is the first time in two years that
the percentage ratio of firms in the black has increased. The percentage of firms in the red is the lowest since 2019.

m The percentage of large firms in the black exceeded 70%. The gap between the percentage for small and medium-

sized enterprises (57.2%) narrowed from the previous year. As in the previous year, banks (92.4%) continued to the

largest percentage of profitable companies by industry sector. On the other hand, the percentage of educational & research
institutions in the red exceeded 50%.

Operating profit forecast in 2024 Expectation by major industry
(Top 5 industries Profit or Loss)

n=6,996 (%)
0 50 100
Top 5 industries with the high ratio of profit 22
Banks (n=92) |
ey onarmaceutical (n-45) I 3%
Profit ICT equipment & office machines 13.5
17.2% =37
65.9% (n=37)
Chemical and Petroleum products %] 12.6)
(h=254)
Transportation equipment (Motor PN 11.7]
vehicles etc.) (n=103)

m Profit m Breakeven m Loss
Top 5 industries with the high ratio of loss

2023(n=4,603) 15.8 hlsie) Education & Research institutions
24.0 24.0 52.0
Large (n=25) _
Firms 2024 (n=4,505) 15.0 pEx:! Medical/Welfare/Health care 26.9
(n=26)
2023(n=2,623) 53.6 228 BEENS Ceramic products  (n=53)
SMEs Restaurant (n=32) 37.5 31.3 31.3
2024 (n=2,491) 57.2 21.1 wAW
Repair & Maintenance (n=29) 44.8 24.1 31.0
(%)
50 100 9
m Profit Breakeven mLoss 6) 0 50 100

Note: SMEs indicate small and medium enterprises. Note: Only industries with n=25 or more are listed. ~ Copyright © 2024 JETRO. All rights reserved. 5




|. Operating Income Forecast

5 The percentage of companies in the black is the highest
ever in Southwest Asia, the Middle East, and Africa

m The percentage of companies in the black increased by 6.0 points to 70.8% in Latin America and by 7.2 points to 70.4% in
Southwest Asia. In addition to Southwest Asia, the percentages reached record highs in the Middle East (69.1%) and Africa (59.8%).*

®  Among major countries and regions, South Africa, South Korea, UAE, India, and Brazil have high percentages of profitable companies, of
around 80%. The percentage for India increased by 6.8 points year-on-year, due mainly to the expansion of demand in the local market.

*For Southwest Asia, since 2008 when comparisons are available; for the Middle East, since 2015; for Africa, since 2013.

Transition in the percentage of companies in the black Operating profit forecast in 2024
(%) (By major region, 2019-2024) for major countries and regions (%)
75 0 20 40 60 80 100
20 Total for all regions (n=6,996) 17.2
South Africa (n=38)
South Korea (n=92) IIIIEEGEGEGEGEYEEE 3 (X%
65 65.0 UAE (n=62) IIVC 14755
65.9 India (n=301) | NZZVANNN O GiFX:
60 Brazil (n=83)
Australia (n=147) 15167
55 France (n=55) |IEEEENZEEN 0 ST
Indonesia (n=445) 15.7 iV
United Kingdom (n=76) |2 13 2FEE)
>0 Mexico (n=172) WA 13.4
—O==Total for all regions The Netherlands (n=61) | 148 FZX]
45 North America Germany (n=261) 16.9
Latin America Hong Kong (n=173) 20.8
40 E‘;:Egast i United States (n=687) NN 1275551
— — ASEAN Singapore (n=402) 18.4
35 Southwest Asia Thailand (n=529) 19.7
Middle East Vietnam (n=804) 16.7
30 —O=— Africa China (n=747) 19.8
2019 2020 2021 2022 2023 2024 m Profit Breakeven mLoss
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|. Operating Income Forecast

3 Business confidence improves; percentage of
firms replying "worsening" falls below 30%.

m The percentage of companies reporting an “increase” in operating profit in 2024 compared to the previous year was 36.7% (up 1.6 points
from the previous year), while the percentage of companies reporting a “decrease” was 26.2% (down 4.4 points from the previous year). In
Vietnam, “increase” was 16.8 points higher than the previous year, while “decrease” was 18.8 points lower.

m  The DI (see note) for all regions was 10.5 points, up 6.0 points from the previous year. In China, more than 40% of respondents chose
“decrease” for three consecutive years, and the DI was minus 17.7 points, the lowest among major countries and regions.

(Note) Abbreviation for Diffusion Index. In this survey, the percentage of companies that increased their operating profit from
the previous year (%) is subtracted from the percentage of companies that saw decreases in their operating profit (%).

Operating profit projections for major countries/regions in 2024

(Improvement/Worsening) ) (Pgigt)
0 20 40 60 80 100
Total for all regions (n=6,996) 37.1 SR
India (n=298) 336 oY
Brazil (n=83) 31.3— §ENE 30
Mexico (n=173) 30.1 SEEGE
Vietnam (n=805) 343 §TEE
South Africa (n=38) 34-2— PERER
UAE (n=62) 468 g 10
Indonesia (n=445) 34.8 FUEEEEE
Singapore (n=400) 40.8 o
United States (n=690) 35.8 FREENES
South Korea (n=92) o—noany 0
Australia (n=149) 36.9  HENIOPEEE
United Kingdom (n=75) 41.3 ERRRENE
France (n=55) 54.5 RS 230

Hong Kong (n=172) 43.0 26
Thailand (n=529) 37.8 D Ry
Germany (n=262) 42.0 s

Netherlands (n=61) 41.0 s 50

China (n=751) 333 IEErwrass

® Increase Stay flat @ Decrease

Transition in DI (By major region, 2019-2024)

3.2

2019

2020

2021

Note: Total for all regions includes Oceania and Russig/""

7 10.5

==O===Total for all regions
North America
Latin America

Europe
Northeast Asia
== == ASFAN
Southwest Asia
Middle East
=== Africa
2022 2023 2024
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|. Operating Income Forecast

4 V-shaped recovery of DI in Vietham;
slump continues in China

m In 2024, a factor behind the improvement for Brazil, "increased demand in the local market," rose significantly by 25.8 points from the
previous year. In contrast, a factor behind the deterioration for China, "increased competition from other companies," increased 10.9
points YoY.

® In contrast to India and Brazil, where the improvement is mainly due to “increased demand in local markets and strengthening of sales
structure,” Vietnam also has a high percentage of “increased demand in export markets.” This is mainly due to an increase in exports to
Japan, United States, and ASEAN.

Transition in DI in the four major countries (2022-2024)

(%, points) India Brazil Vietham China
80 60 50 30
51.3 >0 o 20
60 : 40 30 31.9 10
7+ 275 37.3 5, 25.0
40 43.6 30 S ° N \ \
) 10
20 . -10 § & -14.7 §
20 3 \\‘q'_ 5 2 s b
10 -10 % \\% 37 § -20 k"‘\%—15.1 % %-17.7
= -
R R N -10 \ \\\ \\ -30 \ -40 BN A R
-20 N\ : = N
-20 : -40 -50
2022 2023 2024 2022 2023 2024 2022 2023 2024 2022 2023 2024
g Improvement @ Worsening DI
Reasons for the improvement (YoY) Reasons for the aggravation (YoY)
India (n=163) Brazil (n=44) Vietnam (n=389) China (n=315)
(17.€I3n7cc;e)ased demand in local markets (17.2In7co;e)ased demand in local markets 24;n()c(;e)ased demand in local markets 1. Decrease in demand in local markets
1% A7 .0% (66.7%)
2. Strengthened sales structure in local 2. Strengthen sales structure in local 2. Increased demand in export markets 2. Intensifying competition with other
markets (37.4%) markets (45.5%) (30.8%) companies (49.8%)
3. Production and sales efficiency, 3. Changes in selling price 3. Strengthened sales structure in local 3 Ris’,oing labor cozts (26.0%)
improvement of occupancy rates, etc. (25.0%) markets (26.0%)
(22.7%)
Note: Respondents were allowed to select multiple reasons. Copyright © 2024 JETRO. All rights reserved. | 8



|. Operating Income Forecast

5 60% of improvement in medical equipment; more
than 50% in hotel/travel and human resources

m By industry, 61.8% of respondents in medical equipment selected "improved.” This was the highest among manufacturing sector, as was the
case the previous year (50.0%). The percentage for hotels/travel was 56.0%. Although the percentage decreased by 23.1 points from the
previous year, it was the highest among non-manufacturing sector, continuing the trend from the previous year.

m In the non-manufacturing sector, the service industry, including Dispatching/Staffing agency and legal/accounting/tax services, also performed
well. The mining industry, which is the top non-manufacturing sector in terms of percentage of deterioration, has an extremely low percentage
of "improvement" in operating profit forecasts for 2025, at 13.2%.

Operating income forecast in 2024 and 2025 (Improvement/worsening, by industry)

a Manufacturing 2024 (n=3,216) WEEEIEEEE 338 k\\\k&*ﬁ%(/_’ Non-Manufacturin 2024 (n=3,780) 40:0— RSN (%)
2025 (n=3,201) 453— [B¥ 9 2025 (n=3,760) 48.9 1059

Medical equipment 2024 (n=55) 21.8 §:RA Accommodations 2024 (n=75) 29.3 H¥E
2025 (n=55) (i 345 5% S 2025 (n=75) 40.0 oW

Food broduct 2024 (n=222) 29.7 IESE E...S' Dispatching/Staffing 2024 (n=47) SEECE—128
COCPIOCHEE 2025 (n=213) 394 g . agency 2025 (n=48) 396 2.1
= =h _ 5

Chemicals and 2024 (n=254) 323 BEN| 55 Legal, Accounting 2024 (n=56) 44.6— 7AW
Petroleum Products 2025 (n=254) 47.2 8.7 gg and Tax services 2025 (n=56) 44.6 7%
' 2024 (n=64) 26.6 ST §§ Restaurant 2024 (n=32) PAEES 250

Textiles 2025 (n=62) 576 419 68| & g — 2025 (n=33) LI, 354
Pharmaceutical 2024 (n=45) 35:6=—Nuaa| o 2024 (n=276) 40,6 SWAA
2025 (n=45) 46.7 3:9 2025 (n=272) 38.6 W
Precision machinery 2024 (n=>1) 37-3 NN Mining 2024 (n=39) 46.2 MRVITRN
2025 (n=50) 40.0 i 2025 (n=38) [EH 63.2 2304
= = = il il |
Fabricated metal Products 2024 (N=218) 28.0-WNezEA | 3 3 Warehousing 2024 (n=433) 353 NNNENANW
2025 (n=218) 44.5 1338 g 5 and Logjistics 2025 (n=430) 553 14,0
o 2 = . D o
Ceramic products 2024 (1=53) 377NN | 2’5 Wholesale 2024 (n=128) 32.0— N\ERNW
2025 (n=53) 35.8 528 188 | §§ 2025 (n=126) 47.6 9.5
General machinery 2024 (n=300) 357— RN §. é' Trading 2024 (n=707) 39.9 RGN
2025 (n=302) 44.0 186 | S & 2025 (n=706) 52.7 9.9
Printing & Publishing 2024 (=34) 29.4 NNWENN oles comoyy 2024 (n=739) 37.1— NI
2025 (n=34) 50:0=—=W Pany 2025 (n=732) 471 120

@ Increase Stay flat @ Decrease Copyright © 2024 JETRO. All rights reserved. | Q
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|. Operating Income Forecast

6 Outlook for automotive and related industries in
2025: "improvement” responses decline

m The percentage of companies in automotive and related products (see note) that are expected to be profitable in 2024 is 68.3%, up 2.1 percentage
points from the previous year. The percentage of companies in Mexico, India, and the United States that expect to be in the black in 2024 increased
significantly from the previous year. On the other hand, the percentage decreased significantly in Indonesia and the EU.

m Regarding changes in operating profit forecasts for 2025, the percentage of companies expecting profit to “remain the same" increased in all major
countries and regions. In Vietnam, in particular, the shift from "improving" to “remain the same" was particularly pronounced. There are concerns
about intensifying price competition and saturation of the domestic motorcycle market.

Operating profit forecast for automotive and Operating profit (improvement/worsening) of automotive and
other related companies (vs. Previous year’s survey) ) other related companies in 2024 and 2025 )
Total forall 2023 (n=586) 16.0 Total for all 2024 (n=568) A7 35.0 RN
regions 3024 (n=567) 17.3 fegions 2025 (n=563) 49.9 NEEN
Vietnam 2023 (n=42) 9_5& Vietnam 2024 (n=39) 59.0 33.3 W
2024 (n=39) | 7R | 2025 (n=39) FHPEHS 59.0 NERN
Lo 2023(n=51) TSR], 2024 (=37) 351 SO
2024 (n=48) GV TS S 2025 (n=37) 51.4 8.1
Thailand 2023 (n=48) ] N I § . WP i 2024 (n=47) 40.4 8.5
2024 (n=62) | R 120 I 2025 (n=47) 426 BN
, 2023 (n=63 : , = : ..
Indonesia 5024 §n=66; 68.285 19.7 9 onied States zgiz E:;gi 324 ;4 438567 &\‘:\}\\:
oo oza ey i A e
: - 217
United States igzj E:i:g 25.423 £ 2024 (n=50) 46.0 SN
= - 2025 (n=50) 62.0 s
U ;g;j E::é; 41:)5-1 ndonesia 2024 (n=66) 37.9 mj\m
: : 2025 (n=64) 54.7 9.4
' ' : 2025 (n=78) 39.7 AN

m Profit Breakeven m Loss @ Increase Stay flat @ Decrease

(Note) (1) The category “Transportation equipment (Motor vehicles etc.)” and “Transportation equipment parts (Motor vehicles etc.)" are covered. Motorcycles are also included.
(2) Only countries with n=30 or more are included (excluding EU).

(3) Results for the year 2023 in the left chart are from the result of the "Operating Profit Forecast for 2023" in the previous survey.
EEOEOERERERERERRR
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Il. Future Business Development
~ Appetite for Business Expansion Reflecting the

Performance; The Global South on the Rise~
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Il. Future Business Development

1 Decreased appetite for business expansion in
China and Thailand

m 452% of companies (down 1.8 points from the previous year) responded that they will "expand" their local operations over the
next 1to 2 years. This percentage has remained below 50% since Covid-19. In India, more than 80% intend to "expand”.

m China’s percentage of "expansion"” fell another 6.0 points to 21.7% from the previous year, when it fell below 30% for
the first time. This is the lowest since 2007. Thailand fell 8.1 points to 34.1%, the second-lowest level since 2020.

Direction of business development over the next 1-2 years Trends in the percentage of "expansion”
(By major countries/regions) (By major countries/regions, 2015-2024)
Total for all regions(n=7,347) IEEEEEEENNNZENE:8
India (n=309) T N 0. 6
Brazil (n=83) [T W v VA8 80% ~# 80.3
UAE (n=88) Ny
Vietnam (n=859) Y U A28 70%
South Korea (n=93) NN EIm2:2 65.1
South Africa (n=48) NN EN:IN00 60% 60.2
The Netherlands (n=61) NS S Z N IN0I0 56.1
Mexico (n=173) NP2
Australia (n=153) I 0% 48.6
Germany (n=264) N7 A9 46.2
United States (n=692) IEETIENNNCINE2  40% 432
Indonesia (n=469) YN EERN2:8 34.1
United Kingdom (n=75) INIEZVEEENEEET217 30%
Singapore (n=412) IEZEEEEENNNNEZVARm2S
France (n=56) IEEZATEEENEE NS 6 0% 21.7
Thailand (n=539) IEEZEEEEN RS
China (n=762) IR 1213 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Hong Kong (n=181) 2Ny nio:s ] _ )
Total for all regions --.... China United States
0% 20% 40% 60% 80% 100% EU — — Thailand — — = Vietnam
B Expansion B Maintain the status quo e .India Brazil UAE
Downsizing Withdrawal/Relocation to third countries
Note: Total for all regions includes Oceania and Russia. Data for Brazil and UAE are from 2019. Copyright © 2024 JETRO. All rights reserved. | 172



II. Future Business Development

2

Asia, and Africa

"Expansion” grows in the Middle East, Southwest

m The percentage of companies responding “expansion” in the Middle East, Southwest Asia and Africa increased by 3 to 5
points from the previous year. The percentage for Northeast Asia was the lowest ever recorded. In Europe, “expansion”
decreased by 5.4 points to 46.2%, the second-lowest in the past 10 years, higher than only 2020.

80

70

60

50

40

30

20

e SOUthwest Asia

In India, "expansion" increased for the 4th consecutive year and exceeded 80% for the first time in 12 years. The UAE increased
by 7.2 points, the largest increase among major countries and regions. Brazil and South Africa continued to be at high levels,

though down 3.8 and 3.5 points, respectively.

Trends in the percentage of "expansion”
(By major region, 2015-2024)

(%)

Middle East

Southeast
Asia

Africa

North
America

ASEAN

Latin
America

Northeast

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 Asia

North America
@ -Northeast Asia
= 4= Middle East S

Total for all regions
Europe

..@-. Latin America
ASEAN
Africa

Note: Total for all regions includes Oceania and Russia.

Europe-

Percentage of "expansion”

<By Region>
-10 0 10

. 4.8
I 3.1

3.0
-1.0
-1.2
2.4
-4.4

5.4

compared to the previous year (By region/country)

<By Country/Region> (Point)

UAE

India

Australia

The Netherlands
South Korea
Singapore
Vietnam

United Kingdom
United States
Indonesia
South Africa
Brazil

Germany
Mexico

China

Hong Kong
Thailand

-10 O 10

-0.6
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-2.2
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-5.3
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-6.0
-7.8
-8.1

France -13.9
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. Future Business Development

3 70% of food products, medical equipment and staff
agency are looking to expand their business

m The percentage of “expansion” in the manufacturing sector remained unchanged from the previous year. 70% of food products and
medical equipment chose "expansion. " The percentage of "expansion" in transportation equipment such as automobiles increased
by 8.6 points, but together with the automotive parts, the percentage of "expansion" remained at around 30%.

m The percentage for non-manufacturing sector decreased by 3.0 points. In dispatching/staffing agency, 70% chose "expansion”
(up 8.6 points). The percentage responding “expansion” in the construction industry decreased 5.3 points. The consulting saw a
significant decrease of 15.8 points from the previous year.

Direction of business development over the next 1-2 years Direction of business development over the next 1-2 years
(Manufacturing) (Non-manufacturing)
0% 50% 100% 0% 50% 100%
Manufacturing (n=3,222) 43.1 50.7 ) Non-Manufacturing(n=4,125) 46.9 47.6 4
Top 6 industries of "expansion Top 6 industries of "expansion

Food products(n=223) 70.9 26.5 13 Dispatching/Staffing agency(n=49) 71.4 28.6 1){1]

Medical equipment(n=>55) 70.9 27.3 L2 Electricity, Gas, Heat supply & Water(n=54) 57.4 40.7 9
Chemical and Petroleum products(n=255) 54.9 42.7 .0 Retail(n=68) 54.4 42.6 9
Pharmaeutical(n=46) 54.3 41.3 B ICT(n=274) 53.6 41.2 4

Electrical and electronic machinery(n=187) 52.9 40.1 5.4 legal, accounting and tax services(n=56) 51.8 41.1 7.1
General machinery(n=302) 44.4 51.3 0 Trading(n=715) 50.9 45.0 A

Worst 6 industries "expansion" Worst 6 industries "expansion”
o vaheles o) (108 ing(n=

(Motor vendles ete) (no104) EZIA 62.5 8 - Consulting(n=116) 44.8 48.3 1
Rubber products(n=84) 32.1 56.0 11.9 Warehousing and logistics(n=433) 44.6 49.7 5.1

Iron and steel (n=96) 31.3 64.6 0 Banks(n=91) 42.9 52.7 4

Mot vahicies sy (rtree =449) ST A

(Motor vehides ete) (n-a65) EIOIS 58.3 9.9 - Others(n=449)  IECEIE 53.7 6
Apparel & textile products(n=79) 27.8 65.8 5 1 Accommodations & Travel(n=76) 40.8 55.3 3

Ceramic products(n=53) 26.4 62.3 5 7 Construction(n=276) 32.2 54.3 11.2

m Expansion m Expansion
M Maintain the status quo M Maintain the status quo
Downsizing Downsizing

Withdrawal/Relocation to third countries

Withdrawal/Relocation to third countries
Copyright © 2024 JETRO. All rights reserved. 14
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Il. Future Business Development

4 Diverse reasons for business expansion; “high value-
added” cited in Northeast Asia

m Reasons given for “expansion” over the next 1 to 2 years include “expanding local market needs,” “increased exports” and
"highly receptive to high value-added products and services.” The percentage for "higher competitive advantage" increased by
2.5 points overall.

m The countries/regions citing a particular reason the most were globally dispersed. In India, "expansion of local market needs"
was cited the most, and in UAE, "increase in exports" continued to top the list of reasons, as in the previous year's survey. In
addition to Europe and United States, South Korea, Hong Kong, and China also ranked high among those citing receptiveness
of "high value-added products.”

Reasons for "expansion” Reasons for "expansion" (Top 5 countries/regions by reason) (%)
' ' 1 India (243) | 88.9 1 UAE (47) 46.8
Expansion of local market _ 66.8 2 Brazil (54) 81.5 2 The Netherlands (33) 45.5
needs 3 Mexico (87) 75.9 3 Thailand (180) 43.3
Increase in exports ﬂ,z 4 | Indonesia (220) 75.0 4 Ifrance (19) 42.1
o i ht 5 UAE (47) | 723 5  Vietnam (472) @ 411
igh acceptability of high value- 23.3 Increase in car - . . dvial £ ARG
: . ° production (India) ncreased volume of goods Tor
added products and services [ * Increased demand for healthcare and transportation to Africa region (UAE)
mobility products (Brazil) + Sales expansion through increased
Advantages over competitors T 19.5 production capacity (The Netherlands)

Highly competitive in terms of wm 6.3 Highly receptive to high value- | Higher competitive advantage

human resources added products services compared to competitors

Expansion of preferential | 1.0

treatment 1 | United Kingdom (31) 41.9 1  South Africa (25) 36.0
, 1.0 2  South Korea (50) 36.0 2 United Kingdom (31) 32.3
Deregulation f : .

3 | Hong Kong (23) 30.4 3 Brazil (54) 27.8
Other M 12.2 4 . China (160) 29.4 4 Indonesia (220) 26.8

5 United States (326) 27.6 5 | Hong Kong (23) 26.1

m All industries (n=3,240) + Expanded handling of semiconductorand ~ * Advantages due to OEM status (South

m Manufacturing (n=1,363) medical related cargo, facility expansion Africa) .
) facturing (n=1,877) (United Kingdom) . !_eadlng in devglopment for special
Non-manufac 9 ' + Strengthened product lineup (South Korea) items (United Kingdom)
Note: Respondents were allowed to select multiple reasons. Note: Numbers in parentheses are n. Copyright © 2024 JETRO. All rights reserved. | 15



Il. Future Business Development

More than 70% will expand sales functions reflecting
5 | increased local demand

m For functions that will expand over the next 1 to 2 years, respondents mentioning “sales," “production (of high value-added
products),” "customer service," and "R&D" increased over the previous year. On the other hand, the percentage citing "new
business development" decreased 1.8 points.

n onu

m "Production (of high value-added products)” rose 8.0 points in Thailand and 13.4 points in Brazil. The Global South is on the rise.

The functions for “expansion” that increased in percentage

Functions for “expansion” . . . . .
P from the previous year, and the top countries/regions and industries

(%) 0.0 20.0 100.0 Sales Production Customer Service
—— 70.8 (+3.3 points) (high value-added products) (+1.1 points)
Salesf¢ A (+1.1 points)
- O,
New Business N 27.4 O 1 Germany (127) 858 1 China (164) 384 1 UAE (47) = 31.9 %)
Development® é 2 UAE (47) ¢ 85.1 2 Thailand (182) @ 36.3 2 India (246): 27.6
Production (high value- 25.8 > 3 France 20) 850 3 India 246) = 32.5 3 Hong Kong (23)  26.1
dded products) % £
added produdts 100 S 4HongKong (23) 826 4 Brazil  (54) 31.5 4SouthAfrica (26) 23.1
Customer Servicog T S 5 Mexico (87) 81.6 5 Indonesia (220) 27.7 5TheNetherlands (33) @ 21.2
Production (general- - 17.5 * Increased demand for automated + Semiconductor-related demand < Increased demand for connected
purpose products) systems (Germany, sales company) (China, metal products) services (UAE, telecommunications/IT)
RSO ‘8.5 1 Food products (155) 83.9 1 r:;if\iisr:gn (20) | 65.0 1 Legal'gt\cTcac;untmg (28) | 53.6
Chemical & ry 2 Transportation & (187) 39.6
, _ 2 petroleum  (138) 79.7 o  Metal (85) | 56.5 Warehousing :
Regional Supervisory I 5 2 products Products : 3 Wholesale (59)  35.6
Functions Q Medical . :
F 6.4 G 3  equipment (39) 769 3  Fiber (25)  56.0 4 Retail (37) . 35.1
Transportation .
Other < 4 equipment (Motor (34)  76.5 4 Non-ferrous (31) 54.8 5 Consulting (51) | 33.3
All industries (n=3,260) WHIEES Ci5) metals T EEERRR
m All industries (n=3, Rubber Medical 6 | equipment (Motor (34) | 32.4
m Manufacturing (n=1,369) 5 products (27) 741 5 supplies (23) 52.2 vehicles etc.)
Non-manufacturing (n=1,891) . Japanese food market expansion » Technical assistance to meet » Effects of customer business
o ) i P P customer needs (China, expansion (India, transportation &
(Note:( 1)' indicates an increase of 1 point or more from (Germany and France, food products) . . .
the previous year's survey; Bpindicates an increase * New product launches, increased precision machinery) warehousing)
or decrease of no more thlan 1 point from the promotional spending'(Mexico, : Strengths e Iniizgreiize ’ Strgngthengd ctites e se.rVice
previous year’s survey; JJ indicates a decrease of 1 chemical and petroleum products) Prodgctlon bus'ne55e§ in southern Africa
point or more from the previous year's survey. (Thailand, metal products) (South Africa, sales company)

(2) Respondents were allowed to select multiple reasons. Note: (1) Sales by industry are for manufactures only. (2) Figures in parentheses are n. Only  copyright © 2024 JETRO. All rights reserved. 16

countries / regions / industries for which n is equal to or greater than 20 are shown.



. Future Business Development

6 Half of the respondents chose to "maintain the status
quo”; Japanese companies are holding their ground

m For business development over the next 1 to 2 years, "downsizing" remained mostly unchanged at 4.8% (up 0.5 points YoY)
and "withdrawal/relocation to third countries" also remained mostly unchanged at 1.0% (down 0.1 points YoY). Since 2021,
less than 5% replied for "downsizing" and about 1% replied "withdrawal/relocation to third countries.”

m  Companies that entered the market in the 2010s or later have a high level of willingness to expand, especially after 2021, with
72.3% intending to expand. On the other hand, a high percentage of companies that entered the market in the 1990s and
1980s say they will maintain the status quo.

Direction of business development for the next 1-2 years Direction of business development over the next 1-2 years

(Time series) (By year of entry in business overseas)

(%)

60.0
54.1 408
. 49.6
50.0 — : - e 49.0
0.0 47.5
30.0
20.0
10.0 —5 . . i,
0.0 1.2 1-1 33 13 1.0

2020 2021 2022 2023 2024

—eo—Maintain the status quo

Withdrawal/Relocation to third countries

Downsizing Downsizing
Withdrawal/Relocation to third countries W Maintain the status quo
m Expansion Copyright © 2024 JETRO. All rights reserved. | 17



Il. Future Business Development

Main reasons for “maintain the status quo,
and “withdrawal/relocation” (free response questions)

"Maintain the status quo”

China

Since the local automotive market is the largest

in the world and is the most advanced when it
comes to EVs and autonomous driving, we'll
expand sales to Chinese companies and
contribute to other regions while

maintaining current business (Transportation

equipment components (Motor vehicles etc.))

Exports of some products will be transferred

to group companies in Thailand and
Vietnam, but we plan to maintain things as
they are by promoting local sales expansion
(Electrical and electronic components)
Although the business environment is getting

more difficult, we'll focus on important markets

(Non-banks)

China is the best in terms of production
facilities, systems, quality, and production
capacity, but considering China risk and U.S.
tariffs, we'll maintain the status quo (Electrical
and electronic components)

United States

Depending on the presidential election,
earnings may be impacted due to higher tariff
burdens (Other manufacturing)

Increase in labor costs (Plastic products)

Europe

Due to delays or stagnation in the expansion
of hydrogen markets (Germany, other
manufacturing sector)

With strong restrictions on chemical
pesticides, aggressive business expansion is
difficult (France , chemical and petroleum
products)

n u

downsizing”

"Withdrawal/Relocation to third countries”

China

Decrease in demand and sales

The product development system, including

in Japan, does not fit the market We're
thinking about a reduction in 1-2 years and
withdrawal in 3-4 years (Medical equipment)

Japanese automobile slump

Impact of lower volume due to sluggish sales
of Japanese cars and intensified
competition (Transportation equipment
components (motor vehicles etc.))

Due to decrease in sales of Japanese
automobiles in China (Non-ferrous metals)

Vietnam

China

Decrease in demand and sales, market
contraction

Head office decided to withdraw from
business due to the future economic outlook
in China (General machinery)

Business is only going to level off and
decrease, and we will have to shift to
Vietnam and other countries (Printing &
publishing).

Geopolitical Risks in China

Decrease in demand for automotive parts for

gasoline-powered vehicles (transportation
equipment parts (automobiles/motorcycles))
Loss of competitiveness in some products (due
to local production by Chinese and South
Korean companies) (Sales companies)
Decrease in demand in export markets
(Electrical and electronic equipment)
Thailand
Decrease in domestic automobile sales
(Transportation equipment)
Loss of demand in China (Chemical and
Petroleum products)

Hong Kong

Market conditions, including those in
China, are not expected to improve
(Warehousing and logistics)

Hong Kong has high fixed costs and no
prospects for business expansion
(Warehousing and logistics)

Based on customer needs, many retailers
plan to reduce their dependence on China
for supplies to manage risk (Textiles)

Singapore
Plan to relocate to third countries (India,
etc.) where we believe demand will grow
further in the future (Plastic products)
Consider transferring regional business
headquarters functions (Sales companies)
There are limitations to re-export schemes in
Singapore. We can be more competitive by
operating in countries where there is
demand, using the EPA (Wholesale)

United States

Order volumes in the automotive
industry are unstable due to the
pandemics and semiconductor shortages,
and labor costs and prices are rising
(Transportation equipment components
(Motor vehicles etc.))

High labor and insurance costs (Food

products)
Copyright © 2024 JETRO. All rights reserved.
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lll. Changes in the Competitive Environment
~Fierce Cost Competition, Diversification of Competitors in

Emerging Markets~

Note: The questions in this section are only for companies that sell in the country where they have a presence (companies that
export all of their products to third countries/regions are not included). Copyright © 2024 JETRO. All rights reserved. | 19



lll. Changes in the Competitive Environment

1 Increased market share in Southwest Asia, the

Middle East, and Africa

m The percentage of companies that "increased" their market share of major products and services compared to 2019 exceeded 50% in
Southwest Asia, the Middle East, and Africa. On the other hand, "contraction" exceeded "increase” in Northeast Asia.

m  455% of the respondents answered that the number of competitors “increased” in the country or region where they had established a
presence. In addition to the Middle East, Africa, and Southwest Asia, where more than 50% of companies reported an “increase” in
market share, companies reporting an “increase” in market share exceeded 50% in Northeast Asia.

Changes in the competitive environment from 2019 in the target market (By major region)

Market share of major products and services

Total for all regions (n=4,701) 39.3 “abvl 18.4

Southwest Asia (n=292) 57.2 32.9 74°]

Middle East (n=83) 55.4 34.9 N3

Africa (n=93) 51.6 i 20.4

Latin America (n=277) 49.5 37.9 8]

Oceania (n=112) 42.0 42.0° ml

Europe (n=528) 40.5 43.9 N

ASEAN (n=1,868) 38.5 42,9 s

North America (n=601) 37.3 48.9 2.8
Northeast Asia (n=847) 29.2 36.4 34.2

0% 50%

m Increase m Stay flat m Contraction

Note: In both charts, Russia is not included in the total for all regions.

100%
No competitors in the market

Number of competitors

Total for all regions (n=4,690) 45.5 51.0 .5
Middle East (n=82) 57.3 40.2 4

Northeast Asia (n=843) 54.2 41.8 .0

Africa (n=94) 52.1 45.7 .1

Southwest Asia (n=290) 51.7 46.9 4

Latin America (n=276) 47.1 49.6 .3

ASEAN (n=1,860) 46.5 49.6 9

Europe (n=532) 37.8 58.8 A

Oceania (n=112) 33.9 62.5 .6

North America (n=601) 32.6 64.4 .0

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

| Increase m Stay flat Contraction

Copyright © 2024 JETRO. All rights reserved. 20




I1l. Changes in the Competitive Environment

5 Changes in competitors due to market newcomers,
M&As, etc.

m In India and Mexico, competition intensified due to European and United States companies aggressively
conducting M&As and forming alliances with local firms. Against the backdrop of United States-China conflict etc.,
Chinese companies are accelerating their expansion into Thailand and Vietnam.

m In the United States market, there are growing concerns about Asian companies from China, Taiwan, South Korea, and
India entering markets and expanding business. In China, there are cases of preferential government policies for products
that are made in China giving an advantage to local companies in some industries.

Countries/regions with the highest percentage of respondents reporting an “increase" in market share compared to 2019 (%)

India Mexico Vietnam

Market share (n=223) 60.1 33.6 Market share (n=143) 49.7 40.6 Market share (n=475) 44.8 39.2
No of competitors(n=221) 53.8 44.8 No of competitors (n=143) 46.2 51.0 No of competitors(n=472) 57.4 42.2

-Market overheated due to Indian government efforts to

attract investment and due to active corporate -Chinese competition is increasing, but there is demand -Many Chinese companies have entered the
investment (Electrical and electronics equipment) exceeding what the competition offers (Plastic products) market as a measure for the export to the United
-Local companies collaborating with European and -European and United States competitors are expanding States (Metal products)

United states manufacturers entered the market for mid- their scale of operations through M&A, etc., and it is -Shift of competitors from Japanese to Chinese

difficult to keep up with them in the competition for

priced models (Transportation equipment parts (Motor i ;
market share (Transportation and warehousing)

vehicles etc.) )

and Taiwanese companies (Electrical and
electronics components)

Countries/regions with the lowest percentage of respondents reporting an “increase” in market share compared to 2019
Thailand China United States

arket share 386 27.2 . Market share (n=513 29.2 | 28.8 41.9 =54 _2
No of competitors 385 0.5 54.5 o of competito = 4 i - _
mp (n ) 4 4 No of competitors(n=512) 60. 350 No of competitors (n=547) [Repe] 64.0

-Numerous Chinese companies are building factories
(Sales company)

-Increase in the number of Chinese and South Korean
companies (Transportation equipment parts (Motor
vehicles etc.) )

-Market newcomers from China, South Korea,
Taiwan, India, etc. (Metal products)

-United States companies are expanding their
market share as they expand their scale of

-Chinese government'’s preferential treatment of
Chinese-made products has increased the
dominance of local companies (Medical

-Requests from Japanese and United States customers for equipment) business (through M&As and alliances) (Electrical
De-Sinicization (Electrical and electronic equipment -Entry of startup Chinese suppliers (Textiles) . .
and electronics equipment)
components)
H [ncrease m Stay flat Contraction No competitors in the market*

Note: (1) Only for countries/regions with n=130 or more. (2) "There is no competition in the market in which we operate" is a response valid only for the question on
market share. (i) Comments from each company are excerpts from the free responses concerning the competitive environment. Copyright © 2024 JETRO. All rights reserved. | 21




lll. Changes in the Competitive Environment

3 Gaining market share amid intensifying competition
in retail, wholesale, food, etc.

m  Medical equipment companies had the highest percentage of "increase" in market share of major products and services compared
to 2019, at 70.0%. Retail companies had the highest "increase” in the number of competitors at 77.3%.

m [n both transportation equipment parts (automobiles, etc.) and hotels/travel, the "increase" in competitors is relatively low at

around 30%, but the "increase” in market share is also low, at less than 30%. The percentage of companies in these industries

reporting a "shrinkage" in market share is also over 25%, indicating a difficult situation.

Changes in the competitive environment from 2019 in the target market (By industry)

Market share of major products and services

Manufacturing (n=2,401) 19.7
Non-Manufacturing(n=2,300) |IENEEZETN17.1
Top 6 industries with the highest percentage: of "increase

/00 | 27.5 43
___5/.7 346

20.5

[ 516 1 32.3 B!

Wholesale (n=85) [IIIENIEZENL2.9

Food products (n=171) |EENAENEEANLS5

Bottom 6 industries with the lowest "increase" rate
ICT equipment & office machines (n=26) 30.8 46.2 23.1

30.0 43.3 26.7
Construction (n=125) 29.6 50.4 19.2
Transportation equipment parts (Motor vehicles
etc.) (n=380) 28.9 44.2 25.3
Ceramic products (n=44) FEK) 43.2 29.5

Accommodations & Travel (n=39) 23.1 51.3 25.6

Medical equipment (n=40)
Pharmaeutical (n=26)
Retail (n=44)

Precision machinery (n=31)

Apparel & textile products (n=30)

0%
m Increase m Stay flat Contraction

Note: (1)Both charts include only industries with n=25 or more. (2) Both charts exclude responses from Russia.
I OEEOEREBRERRERERRRE

50% . 100%
No competitors in the market

Number of competitors

Manufacturing (n=2,387) |IIEEENINEEERNS 2
Non-manufacturing (n=2,303) |IIEZAZEZEES 8

Top 6 industries with the highest percentage of "increase
Retail (n=44) |IIIINIEGIEZEEE 4 5
Wholesale (n=83) |IIIIIEZEEENEESE 6
Transportation equipment ((I;/It(éfg)r v(?]rlcslgi 557 L 443 Y
Sales companies (n=594) |[IIIEENEENZE2.0
Food products (n=171) |IIIEEEEENZELNL 2
ICT (n=149) PN 2I0

Bottom 6 industries with the lowest "increase" rate

Precision machinery (n=30) 33.3 63.3 3
Transportation equipment parts (Motor vehicles
etc.) (n=377) 32.4 64.5 .2
Non-bank finantial institutions (n=104) 31.7 59.6 8.7
ICT equipment & office machines (n=26) 30.8 61.5 7.7
Accommodations & Travel (n=39) 30.8 48.7 20.5

Banks (n=52) [PENI 73.1 .8

0% 50% )
m Stay flat Contraction
Copyright © 2024 JETRO. All rights reserved.
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lll. Changes in the Competitive Environment

4 Diversification of competitors stands out in
emerging markets

m In China, the EU, and South Korea, more than half of the companies indicated that "local firms" were their top competitors. In
China, the percentage exceeded 80%, indicating the overwhelming competitiveness of local firms.

m In the EU, the United Kingdom, Brazil, Singapore, Hong Kong, and UAE, a higher percentage of respondents considered "Chinese
companies” as their No. 1 competitor than "Japanese companies.” European firms showed a strong presence in Brazil, South Africa,

and India, and United States firms showed a strong presence in UAE.

China (n=512)

The biggest competitor in the target markets

80.3 10.5 | ENP !

EU (n=496) 62.7 11.3 14.3 ] 6.9 |
South Korea (n=66) 1067 7.6
United States (n=542) o 133 |
India (n=235) sl 157 R
Australia (n=90) 6700 111
United Kingdom (n=45) 24.4 4.4 N
Vietnam (n=505) 18.0 5.3 R
Indonesia (n=333) 17.4 157 M
ASEAN (n=1,894) 36.1 27.0 21.4 - R |
Brazil (n=52) 34.6 11.5 17.3 21.2 [ 9.6 | |
Thailand (n=374) 30.5 34.5 27.8 P.48
South Africa (n=33) 30.3 21.2 18.2 18.2
Singapore (n=256) 25.0 1 25
Hong Kong (n=110) 318 173
UAE (n=47) 23.4 10.6 21.3 14.9 23.4
Mexico (n=141) 17.0 37.6 19.9 H 7
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
M Local M Japanese Chinese Taiwaniese ssr:;hn European B American M Indian Others

Note: “Local firms” in the EU and the United Kingdom. refer to firms located in the EU.
I OEEOEREBRERRERERRRE

Copyright © 2024 JETRO. All rights reserved.



I1l. Changes in the Competitive Environment

5 Cost competitiveness seen as strength of competitors
In Asian markets

= Around 80% of companies in China and Thailand cited “cost competitiveness” as a strength of their competitors. In
Indonesia, Vietham, India, Brazil and Hong Kong, the percentages were over 70%.

m Over 60% of companies in the United Kingdom and Australia, and around 50% in South Africa, the EU and the United States
said "brand and name recognition” was a strength of their competitors.

The strengths of the company we view as our No. 1 competitor (multiple responses possible) (%)

Technical level
of products and
services

Speed of Partnering |Products/services
with local development

companies capability

Sales
network

Strong sales
skills

competitiv| and name | decision
recognition | making

(Tr?ﬂ,f;jsa)” reiens 70.2 347 336 293 27.4 25.1 24.2 21.8
China (n=509) 84.7 21.2 55.8 24.0 23.8 27.3 27.5 26.1
Hong Kong (n=108) 71.3 30.6 42.6 30.6 33.3 20.4 19.4 22.2
South Korea (n=65) 63.1 40.0 35.4 32.3 32.3 26.2 16.9 21.5
Singapore (n=255) 68.2 37.3 35.7 29.0 29.4 20.4 20.8 25.5
Thailand (n=372) 79.8 20.2 29.0 21.8 25.5 19.9 22.6 12.4
Indonesia (n=330) 76.1 26.4 29.1 25.5 27.6 19.1 28.5 13.3
Vietnam (n=502) 76.1 24.5 31.3 24.9 20.1 23.1 19.5 12.2
India (n=235) 74.0 40.9 40.0 31.9 28.5 25.5 22.1 26.4
United States (n=539) 59.6 46.6 29.1 33.8 35.4 30.1 24.9 28.0
Mexico (n=141) 66.0 34.0 22.7 31.2 27.0 24.8 24.8 17.0
Brazil (n=52) 73.1 36.5 28.8 32.7 25.0 19.2 15.4 21.2
EU (n=495) 61.0 48.3 32.7 37.2 35.8 31.3 26.3 29.3
United Kingdom (n=45) 60.0 60.0 31.1 40.0 44.4 31.1 24.4 35.6
Australia (n=88) 48.9 63.6 26.1 40.9 29.5 33.0 27.3 27.3
UAE (n=46) 56.5 41.3 23.9 32.6 30.4 26.1 34.8 15.2
South Africa (n=33) 51.5 51.5 18.2 48.5 21.2 30.3 15.2 27.3
Note: (1) The total for all regions excludes Russia. (2) Only the top 8 items in the all-regions total are shown. (3) The top Copyright © 2024 JETRO. All rights reserved. | 24
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Concerns about cost competition

6

(free response comments)

United States

Chinese manufacturers plan to expand into Southeast Asia and
export to the United States without being affected by high tariffs.
We may fall behind in cost competition (Transportation equipment
parts (Motor vehicles etc.))

Due to the entry of Chinese companies into the market, we are
forced to lower the prices of products and are unable to secure
sufficient profit margins (Chemical and petroleum products)

Mexico
Rising labor costs have widened the cost gap with Chinese
companies, threatening our advantage in non-price competitiveness
(Transportation equipment parts (Motor vehicles etc.))

Europe

Difficult environment due to cheaper products from Chinese
companies (Transportation equipment parts (Motor vehicles etc.))
The rise of Chinese companies has intensified price competition for
general-purpose products, and the market share of companies in the
region, including ours, has declined (Chemical and petroleum
products)

Thailand
Increased competition, mainly from Chinese companies, has intensified
price competition and made differentiation more difficult (General

machinery)
Indonesia
Chinese products are entering the market at lower prices, affecting
not only competitors but also customers (Chemical and petroleum
products)
UAE

Market prices are falling due to the entry of Chinese brands
(wholesale)

Note: (1) The country/region in the small boxes refers to where the Japanese companies making the comments are based.
(2) Comments regarding competition with Chinese products accounted for 21.3% of the total of 2,744 free response comments.

Products/services of local and other companies

China
» The costs of local companies’ cheapest products are about 50%
lower and the product cost environment is harsh (Transportation

equipment parts (Motor vehicles etc.))
» The overall food market in China is in decline, and the response

of distributors to this decline is price rather than quality (Food
products)
Taiwan
» The costs of local companies’ products are about 20% lower
(Chemical and petroleum products)

South Korea

* We are losing market share due to the competition’s high price
competitiveness (Chemical and petroleum products)

United States

+ South Korean companies are aggressively cutting prices
(Transportation equipment parts (Motor vehicles etc.))

+ There is a price gap of more than 10% with major competitors (both
local and overseas), which makes things tough (Chemical and
petroleum products)

Thailand
» Market prices for local companies’ products are less than half of our
costs and we cannot even enter the ring to compete on prices
(General machinery)

India

» Local companies' product costs are 20-30% lower (Transportation

equipment parts (Motor vehicles etc.))
» Local manufacturers' low prices and quality have taken root, and
we cannot compete at all on price alone (General machinery)

Copyright © 2024 JETRO. All rights reserved.
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I1l. Changes in the Competitive Environment

7 Concerns other than cost competition

(free response comments)
Competition with European companies

Europe

« Struggling in competition with globally renowned European companies
due to lack of presence (Chemical and petroleum products)

UAE

+ European manufacturers dominate the market, and specifications
are set according to European standards (General machinery)

Competition with Chinese companies

China
» Our production capacity is insufficient in case we get orders due to
the poor business performance of rival companies (Miscellaneous
manufacturing sector)
Thailand

» The development and verification periods for parts made by
Chinese manufacturers are short (Transportation equipment
parts (Motor vehicles etc.))

Competition with South Korean companies

United States

» South Korean competitors in the United States are making full use of
their connections and networks to win orders (General machinery)

Vietnam

* In Vietnam, Chinese and South Korean companies are strong, and
the labor market environment is difficult because people move due
to wage gaps (Motor vehicles etc.))

Competition with South Korean companies

United States

Due to the USMCA, it is very difficult for our company, which
does not have a production base in North America, to receive
new orders (Electrical and electronic components )

Mexico
In Vietnam, Chinese and South Korean companies are strong,
and the labor market environment is difficult because people
move due to wage gaps (Transportation equipment parts (Motor
vehicles etc.))

India
In the imported machinery market, customers are inclined to
value European and United States technology and brand
power more highly than Japanese (General machinery)

Competition with Taiwanese companies

Taiwan
Taiwanese construction companies have improved their technology
significantly compared to the past, and the value-added that makes
up for the cost difference is being lost (Construction)
The level of products made by local companies is improving, and
our superiority in products and services is declining (Food products)

Competition with Indian companies

India

An increase in the number of projects due to strong real estate
market conditions have resulted in a tight supply of construction
personnel (Real estate)

Copyright © 2024 JETRO. All rights reserved. 26
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I1l. Changes in the Competitive Environment

8 Measures to strengthen cost competitiveness have
limits
m Among measures companies are particularly focused on to compete, “strengthening sales and public relations” had the

highest percentage of responses, averaging more than 40%. In UAE, South Africa, Mexico, and Vietnam, the percentage
was nearly 50%.

m  With the exception of companies in countries and regions such as China, Indonesia, and Thailand, many companies cited
"strengthening sales and public relations" and "diversifying products and services" in addition to "cost reduction” as
measures they are taking. Cost and price measures are reaching their limits.

Measures companies are taking to compete in destination markets (multiple responses allowed) (%)
. Diversification| Development | Expansion | Partnerin
and services | and services | channels | companies

Total for all regions

(n=4,831) i 40.2 37.8 37.0 33.8 28.5 27.1 20.2 19.8
China (n=514) 32.5 54.9 36.2 40.9 23.3 31.5 35.4 16.9
Hong Kong (n=110) 35.5 28.2 37.3 20.9 26.4 21.8 26.4 20.9
South Korea (n=69) 42.0 10.1 44.9 43.5 23.2 26.1 13.0 18.8
Singapore (n=259) 40.5 24.3 39.0 32.4 23.9 27.8 14.7 23.6
Thailand (n=387) 35.9 39.8 36.2 26.4 23.5 24.0 26.6 19.6
Indonesia (n=329) 39.5 54.1 41.0 33.7 26.7 28.3 21.6 18.8
Vietnam (n=506) 45.5 34.2 34.8 28.5 30.0 29.1 23.9 16.6
India (n=232) 39.2 37.5 43.5 40.9 31.9 30.2 22.4 18.1
United States (n=554) 38.6 38.6 33.2 40.1 30.9 23.3 15.7 20.4
Mexico (n=143) 47.6 36.4 30.1 25.2 21.7 23.8 17.5 20.3
Brazil (n=54) 44 .4 46.3 51.9 38.9 37.0 25.9 9.3 27.8
EU (n=503) 41.7 34.2 31.8 36.0 27.2 24.7 12.3 24.1
United Kingdom (n=48) 37.5 31.3 39.6 41.7 35.4 20.8 6.3 18.8
Australia (n=94) 40.4 29.8 37.2 37.2 41.5 28.7 8.5 18.1
UAE (n=45) 48.9 11.1 31.1 35.6 37.8 31.1 13.3 17.8
South Africa (n=33) 48.5 30.3 51.5 21.2 33.3 27.3 30.3 15.2

Note: (1) The total for all regions excludes Russia. (2) Only the top 8 items in the all-regions total are shown. (3) The top two countries/regions
with the highest percentages for each item have been highlighted in orange. Copyright © 2024 JETRO. Al rights reserved. | 27



Ill. Changes in the Competitive Environment

9 Measures to strengthen competitiveness;
challenges faced (free response comments)

Cost competitiveness Diversification

Europe
» Cost effectiveness is prioritized over performance, making it
difficult to continue selling high-performance, high-priced
products as in the past, while demand for highly competitive
products remains strong (Trading companies)

Mexico
» Supply chains and cost competitiveness have been enhanced by
increasing the number of local alliance partners (Chemical and
petroleum products)

China :
: . . Vietnam
* To meetdemand in the Chinese market, products are either
priced lower or purchased domestically (General machinery) * Price competition is intensifying due to the entry of competing
Japanese companies, but the market is growing and we will
Increased value-added focus on maintaining and expanding our market share by

diversifying our product lineup (Trading companies)

United States

» Price competition with products made in Mexico occurs, and it is
necessary to make efforts at rationalization to offset labor cost

Human resources

gaps and to gain recognition for strengths other than price, such United States
as technology and quality (Transportation equipment parts « Considering the number of adjacent businesses, there are not
(Motor vehicles etc.)) enough workers, so competition for human resources continues
+ We are aiming to increase value-added through product (transportation equipment parts (Transportation equipment parts
diversification and sales of product sets (combining multiple (Motor vehicles etc.))
products into sets and proposing and selling them as solutions
to customers) (ICT equipment & office machines) Mexico
. »  We are considering hiring Chinese/South Korean personnel to find
Indonesia Chinese/South Korean customers who are making significant
+ To win and survive, our company’s policy is to specialize in inroads into the market, but it is difficult to secure personnel due to
extremely difficult items (Plastic products) high salary and benefit expectations (Warehousing and logistics)
India Europe

*  While there are many students from China in universities and
research institutes throughout Europe, Japanese students are
mostly absent. This raises concerns about Japan's future
research competitiveness (Education & research institutions)

» In contrast to competitors who restructured their operations after
Covid-19, our well-developed service organization is highly
regarded in markets that place importance on after-sales service
(Transportation equipment parts (Motor vehicles etc.))

. . . . Ci right © 2024 JETRO. All rights res d.
Note: The country/region in the small boxes refers to where the Japanese companies making the comments are based. ~*"'"* e rights reserve 28



IV. Wages
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1 | Base pay increases above inflation

m The rate of increase in base pay (nominal, average) for FY2024 is as high as 9.6% in India and 8.4% in Mexico. The rate of increase
for the next fiscal year is expected to be similar to that of the current year in many countries and regions.

m The rate of increase in base pay did not change significantly from the previous survey in any of the countries/regions. Inflation has
settled down since the previous year, and the rate of increase in base pay has exceeded local inflation rates in all 18 major

countries/regions.

Average base pay increase (Nominal, by major countries/regions)
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Note: Inflation rates are as of October 2024.
Source: IMF (World Economic Outlook, October 2024). Copyright © 2024 JETRO. All rights reserved. | 3(




V. Conclusion
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Key findings of the survey

1. 65.9% of companies expect to be profitable in 2024, the first increase in two years. Strong domestic
demand in major countries of the Global South, such as India, Brazil, Mexico, and Vietnam, is driving the
improved performance of companies entering these countries.

On the other hand, a high percentage of companies in China, Thailand, Germany, and the Netherlands, where
there are large concentration of Japanese companies, expect their business performance to deteriorate. In
automobile-related industries, many companies do not see prospects for improvement in 2025.

2. In future business development, the cautious stance of many companies stands out. The percentage of
companies anticipating business expansion stayed at less than 50%, failing to recover to pre-Covid levels. In
China, where demand continues to be sluggish, the percentage of companies anticipating business expansion is
at an all-time low. Europe is also at its second-lowest level in the past 10 years.

However, only 1% of companies expect to relocate or withdraw from local operations, and even in China, only
1.4% of companies expect to relocate or withdraw from local operations. These low percentages highlight the
willingness of Japanese companies to stay in local markets, patiently develop new markets, and diversify their
products and services.

On the other hand, Southwest Asia, especially India, where more than 80% of companies indicate an intention to
expand their business; the Middle East, led by UAE; and Africa show a marked trend toward business expansion.
The rise of countries in the Global South stands out.

3. Competition in the markets where Japanese companies are operating is becoming even fiercer. In India and
Mexico, Japanese companies have increased their relative market share over the past five years, while European
and U.S. companies are also expanding their operations in earnest. In Thailand and Vietnam, Chinese companies
are accelerating their expansion against the backdrop of U.S.-China conflict and other factors.

In the fiercely competitive Chinese market, local companies have a dominant presence due to their cost
competitiveness. Chinese companies are also gaining ground in overseas markets. European and U.S. companies
also have a strong presence in emerging markets such as India, Brazil, and UAE.

Cost and price measures are facing limits. Strengthening sales and diversifying products and services may be key.
Copyright © 2024 JETRO. All rights reserved. 32
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m Disclaimer of Liability

The information provided in this report is to be used at the user's own discretion and risk. While JETRO endeavors to provide as accurate information as possible,
please understand that JETRO is not responsible for any disadvantages incurred by users of this report in relation to the information provided.
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