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The challenges and

business

opportunities for EU SMEs in Japan

4. Financing —m8 >

Activities of Supporting Japanese SMEs in Overseas Business

Five key issues Initiative Details

1. Information collection and ——> Provide necessary information carefully for SMEs, and provide consistent support

provision by sharing support records across SMEs support organizations.
»700 seminars, covering various topics, were held in FY2011. 2,500 seminars in
total will be held by the end of FY 2013.

2. Marketing — > Support product development and participation in overseas trade fairs, and assist

marketing through the Internet.
»Increase the number of support coordinators in overseas, and invite greater
numbers of foreign buyers.

3. Development and securing ——> support developing and securing human resources competent for overseas

of human resources business expansion.

»Enhance the training of overseas operations managers and international
traders.

Enhance financial consulting structure and facilitate access to financing.
> Establish both domestic and international Shoko Chukin Bank support desks,
and Japan Desks in foreign banks, etc.

5. Improvement of the trade  ———> Provide information on the establishment of overseas business bases, and

and investment supports relating to tax, labor and IP matters.
environment »Conduct a survey to compare the investment costs in about 100 cities and
secure experts on labor and legal issues, etc.

Source of METI

Foreign companies planning to start
a business in Japan, JETRO is ready to help you.

{_ Receive support from JETRO overseas office J

JETRO provides information and consutation
for your company on entering the Japanese markst

( Receive support from JETRO IBSC )

Come to Japan to begin JETRG BSC services.

ntering the s

JETRO IBSC prev es indiv sl taikared servicss t help you
enterthe lapanese marl

Support forstarting a busi

JETRO IBSC provides ind i idually tailoned services forestablishing
3 busingss bas2 and starting 2 busingss in Japan.
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Invest Japan Business Support Center(IBSC)
Locations: Tokyo, Osaka, Yokohama, Nagoya, Fukuoka, Kobe

Consulting Services Facilities

® Marketing @ Free temporary office space
(Tokyo IBSC has 35 spaces)

@ Well-stocked library

@ Laws and regulations

@ National and local govemment
incentives ® Exhibition space and auditorium

@ Cost simulation
@ |Incorporation procedures

@ Employment and labor issues

2003~2006 June

IBSC Support 10,766 companies

Success 1,028 companies

(Europe 325 companies)

Why Japan?

»World’s third-largest market

» Sophisticated consumers with high purchasing
power

»World’s center for technological innovation and
product development
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Positive Image of European Companies in Japan

European products receive top rating in the image as “Smart/Fashionable”

and “Unigue & Clear characteristics by Japanese consumers.
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‘ High Performance of European Companies in Japan
(100 mil JpY) Salesin Japan ( by main foreign investers) (100mil 1pY) Direct Investment Income in Japan ( by region)
250,000 +——— ; survey of Trands n Business Activiies of Foreign affliates|MET) 9,000 Balance of Payment[BOJ]
8,000 /I \
200,000 Europe, 7000 A
55.3%
6,000
150,000
J 5000
NCUSK-
: * 4,000
100,000 _‘“\\v,— ’///:\\QW
& 3,000
50,000 Others, 2,000
20.4% 1,000 7 Qthers,
4%
0 ‘ ‘ 0+ =
O0FY O1FY O2FY O3FY O4FY OSEY O6FY O7FY  OSFY 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
9

Popular European Products and Services in the Japanese Market

Pierre Marcolini_( Belgium )
| <Tokyo, Nagoya etc.>
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(import car of the yeer in Japar)
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Shavers, etc

rlands )|

<Tokyo, Osaka, Fukuoka,

France’
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Dyson (UK
vacuum cleaners

IKEA (Sweden)
<Tokyo, Kobe, etc..>
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MC Decaux (France)
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J.DANDOY (Brussels) opened the first overseas shop in Tokyo.
(22, Aug 2012)

Technological Innovation

Science and Technology
Development Expenditure
(Percentage of GDP)
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Research

Country Epaa o Fercentage of | Fiscal Year
Apa = Loy
u.s. 3,688 2.68 2007
Canada 238 1.82 2008
U.K. 389 1.78 2007
France 432 2.08 2007
Germany 719 2.54 2007
tkaly 197 1.13 2006
Russia 235 1.13 2007
China 1,023 1.49 2007
Korea 417 3.47 2007
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Number of Researchers
per 10,000 People

Mun e of

Country D it] e Year
apa G 008
uU.s. 142.6 47.6 2006
Canada 134 41.6 2005
U.K. 175 28.9 2007
France 21.1 334 20086
Gemany 28.4 34.8 2007
ltaly 8.8 15.0 2008
Russia 46.9 32.9 2007
China 142.3 10.7 2007
Korea 222 45.8 2007

Source: Ministry of Internal Affairs and Communications," The Results of the 2009 Survey on Science and Technology Research (Summary)”
The original source (except for Japan)is OECD, "Main Science and Technology Indicators.” For conversion into dollars, the OECD purchasing power parity exchange rate
12

was used
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Attractive Sectors

- Future Energy Systems
- Healthcare

- Automotive Parts

- Retall

-ICT

- Biotechnology

13

Future Energy Systems
Market Overview
(trillion yen)
100
83
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59
60 -
40
20
0 T
2005 2015
Source: "Survey on Environment Management and Environment
Business Promotion” (Ministry of Economy, Trade and Industry)
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(billion yen)
Growth rate
20 2020 5020/2008)
PV power systems 164.8 1,287.6 681%
Wind power generation
facilities 63 249 295%
Secondary batteries 513.4 177 51%
Organic EL/LED 15 70 367%
High-efficiency hot water
IeRliErs 121.3 134 10%
Home insulation 187.8 139.6 -26%
Electric vehicles 0 1,400 =
Hybrid electric vehicles 242.2 3,200 1,221%
Ervironmentally friend|
o Y v 26159 | 52318 | 100%
HEMS/BEMS 103.2 152.4 48%
Smart grids 0.4 340 24,900%

Source: "The FY2010 Survey and Research concerning the Japanese
Environment Business in 2020" (Japan Society of Industrial Machinery

Manufacturers) (*)
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Key Sectors

(M)
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Sewmreer: Photowvoltaie Generation Association
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Examples of European companies that participated

in environmental PJTs*in Japan

Vestas Japan

company (wind power)

A Japanese corporation under a Danish

in 2010

Large-scale facilities of
atotal of 80 MW in
power, started
operating successively

i Main example: Delivery of power generation facilities to '
! wind farms in Fukushima Prefecture

- Time of operation: December 2010
- Delivery: 23 facilities (46 MW) :
Other examples !

i - Also delivered 17 facilities to Irozaki Wind Farm in Shizuoka
! Prefecture

Enercon

company (wind power)

A Japanese corporation under a German

operating

22 facilities started

successively from
Aomori to Okinawa

i - Also delivered 7 facilities to Yuza wind power plant in
! Yamagata Prefecture (2011)

Main example: Delivery of power generation facilities to '

! wind farms in Aomori Prefecture

- Time of operation: January 2010
- Delivery: 8 facilities (15 MW)
Other examples

SAP Japan

A Japanese corporation under a German
company (software development)

* PJTs: Projects

Participated in a
smart city project by
Kashiwa City, Chiba

Prefecture

Management System)” (a system to provide the
i transparency of energy consumption in the area), and so on

City, Chiba Prefecture

- Project launch: September 2009

- Project contents: Participated in a smart city management
PJT and suggested the introduction of “AEMS (Area Energy

- Contributed to energy saving PJTs with advanced European
systems
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Case Study

Urnicore Japan K K,
Founded: June 2002 Headquarters: Belgium

Umicore K.K. {headquarters: Belgium) is a functional

material maker founded in Belgium in 1805, The company

develops secondary battery materials, photevoltaic cells, fuel
cells, and exhaust-gas cleaning catalysts, and recycles noble
metals for the global market, It is the world” s second
largest manufacturer of positive-electrode material for
lithium-ion batteries. It 13 a global enterprise with
approximately 50 subsidiaries, sales of 14.5 billion euro
{2011, and 14,600 employees worldwide, After the
establishment of Umicore Japan KK, in 2002 in Tokyo, the
company opened an office in Tsukuba (noble metal chermical
synthesis, plating chemicals) in 2011 set up production
cornpany for positive electrodes for lithiumion batteries and
a Technical Center in Kobe, The cormpany later established a
Yokohama office to design, develop, and produce dissolution
equipment for special glass,

Umicore' s aé:preciation of the Japanese market' s
otential led the company te set up a factory in
obe.

Ummicore has positioned itself in Japan, an important market in
which critical technologies closely linked to Umicore” § materials
are developed. Understanding the importance of showing its
cornrmitment to the Japanese market, Uricore investad 4 billion
yen to establish a new factory in Kobe to produce the positive
electrode material for lithium-ion batteries. Although Umicore
Japan K.K. i a newcomer to the Japanese market, the compary
expects significant growth by
lewveraging its unigue battery,
vehicle catalyst, and recycled
rmaterial technelogies.,

Technical Center and manufacturin?
electrode material for it

facility for positive
Ithium-1on batteries
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Healthcare
Market Overview

Percentage of population aged 65 or older

()
50

2000 2010 2020

O Japan cmmmo Germany

44

39

32
30

27

2030 2040 2050

cmmmc France UK oo US

Source:"World Population Prospects: The 2010 Revision Population Database,”

United Nation
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Change in the domestic market
(trillian yen)
10

Key Sectors

size

2
17 13129

mmm Domestic Production minus Exports
. rmports

Nlinisry of Heatth, Labour and Wisifans:

2007 2003 2004 2005 2008 2007 2008 2008 2010

2010 production values by therapeutic areas

Rank| Therapeutic areas Praduction value ﬁé?ﬁ?ﬁﬂ?ﬁr
(100 millon yen) | o o
1 |Cardiovascular drugs 14,017 207
2 | CNSdrugs 7,685 1.3
3 |Other metabolic drugs 6,350 9.4
4 |Gl drugs 5,820 a6
4 | Blood/body fluid products 4,467 6.6

Mote: "Other rmetabolic drugs™ includes: Agents for liver dissase, Antidotes, Agents
for habitual inoication, Agents far treatrrent of gout, EnTyme preparations,
EnTyre preparations, Antidiabetic agents, and Combined preparations for
rretabolic disease eiC

Source: "2010 Annual Report on the Suniey of Phar rraceutical Industry Productions,”

inistry of Health, Labour and Viielfare

Sounce: 2010 Annual Report, on the: Survey of Phar maceutical Industry Productions,”

21

Automotive Parts
Overview

Top 5 Autamobile Produding Countries (2006)

(1,000 vehicks)
15.000

A% 9 26

10,000

7.189
5,820
5000

3.189

Japan us China  Germany  France

Source: Japan Automehile Manufacturers Association, Inc. (JAMA)
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Environment

Company

Botrg\Warner
(Us)

Reference
Foreign Automotive Firm Activity Overview

Ergines and transmissions 2001 Establishes Hitachi \Warner Turbo Systems, 3 joint venture with Hitachi, in Ibaraki
Prefecture

2004 Establishes Borgarner Morse TEC Japan factory in Mie Prefecture

2005 Establishes branch of BorgWfamer Norse TEC Japan in Magoya

Doerken
(Germany)

Environmentally frien dly chrome-free 2007  EstablishesJapanese representative, Doerken Japan, in Nagoya
anti-cotrosion coatings

Inergy Au tomotive Systems

Plastic fuel systems, plastic fuel tanks | 2000 Establishes Inergy Automotive Systerns, in Tokyo

(Germany)

(France) 2003 Establishes factoryin Kita-Kyushu
lohnson Matthey Fuel cells 1995 EstablishesIchnson Matthey lapan Autocatalst (now Johnson Matthey Japan) in
(UK Techigi Prefecture
2002 Establishes Jchnson Matthey Fuel Celk lapan to take over functions of fuel cell
division
Kautex Textron Plastic fuel tanks 2001 Establishes Kautex Japan, a joint venture with Keylex, in Hircshima {becomes

100% subsidiary of Kautex Textron in 2005)

IANN+HUMMEL Group
(Germany)

Intake systems 2004 Establishes Mann+Hummel Wako, a joint ven ture with Yako Industry {now Wako
Filter Technology), in Yokohama

PolyOne
(Us)

Specialized polymer materials 2008 Establishes)apanese representative, PolyOne Japan, in Tokyo

23

Safety
Alcoa Aluminum wheels 2000 Establishes Japanese representative, Alcoa Wheel Produds Japan, in Tokyo
(us) 2001 Establishes factory in Migata Prefecture
Autoliv Automotive safety systems 2001 Establishes Japanese representative, Autoliv lapan, in Yokchama
{Sweden) Air bags, seat belts, steering wheels 2007 Establishes Safety Center in Tsukuba Branch
Bodyoote HApplication of heat treatments 2008 Establishes lapanese representative, Bodyeote lapan, in Nagoya
UK
Bosch Electronic con trol systems 2006 Establishes Japanese representative, Bosch Engineering Services lapan, in
{Germany) “fokohama
Continental Electronic braking systems (EBS) 2000 Establishes Continental Teves (now Continen tal Automotive), a joint venture with
{Germany) Misshinbo, in Yokohama

2007 Establishes R&D Center in Yokohama

Cooper-Standard Automaotive Sealing systems 2006  Establishes Japanese representative, Cooper-5tan dard Automaotive lapan, in

(U5 Magoya

Faurecia Seats, exhaust system @mponents 2001 Establishes Faurecia-MHK, a joint venture with NHK Spring

{France} 2004 Establishes Development Center in Yokahama

GEN Drive system @mpanents 2002 Acquires equity in Tochigi Fuji Sangyo

(UK 2005 Acquires 100% cwnership of Tochigi Fuji Sangyo, changes name to GKM Driveline
Torgue Technology

P Immekilizers 20058  Establishes Japanese representative, MXP Semiconductors Japan, in Tokyo

(Halland)

CETIKER; Interclamp Holding Clamps and rings 2008 Establishes Japanese representative, Cetiker Japan, in Yokohama

(Switzerland)

ThyssenKrupp Steering columns, shock absorbers, 2005 Establishes JEVISE Corparation, 3 joint venture with IFE Steel, in Tokyo

{Gerrmany) automotive steel sheets

24
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Dongyang Medatronics

Frontand rear wiper systems, 2005 Establishes Japanese representative, Dongyang Mechatronics lapan, in Tokyo
(Keorea) hydiaulic equipment
SPACE Simulation software and hardware for | 2005 Establishes Japanese representative, dSPACE lapan, in Tokyo
{Germany) prototypes
Gentex Eledrodromic, autematic-dimming 1995 Establishes Japanese representative, Gentex Japan, in Nagoya
sy mirrors 2005 Establishes office in Yokohama
Johnson Controls Seats, riACT rear impact active 2000 Purchases lkeda Bussan
sy headrests
Iahle Piston engine components, filters 2003 Purchases lzumi Industrial
{Germany) 2006 Absorks Yamagata lzumi and lzumi Hirata Seiki

Sako Industria e Comerdio de Qil seals, water pump seals, gaskets 2007
Autopecas and hoses
(Brazil)

Establishes lapanese branch in Vokohama

Shanghai University
Dingtech Software

Development of software for @r 2004
navigation systems

Establishes Shanghai University Dingtech Software, a jointventure with Shanghai
University and Shanghai Ding-Tech Development, in Magoya

(China)

Tata AutoComp Systemns Concept design/styling, 2007 Establishes Japanese branch in Yokohama

{In dia) engineering-CADFCAE, et

Wiilhelm Karmann QEM production of cabriolet and 2006 Establishes represenfative office

(Germany) convertible-type vehides 2007 Establishes lapanese representative, Karmann Japan, in Tokyo

25

Case Study:
INERGY AUTOMOTIVE SYSTEMS K K.

Establishment: 2000
Country: France

Inergy  Automotive  Systems is the world's leading
manufacturer of plastic fuel systems. Aware of the ecological
consciousness of lapan's automotive industry, Inergy seized
the opportunity to supply lightweight fuel tanks to Japanese
automakers, which continually seek better fuel efficiency.

PROSPECTS FOR GROWTH

Inergy’s presence in Japan means it is well positioned to 1ake
advantage of the trend of lapanese automakers that are
switching to lighter (therefore more fuel efficient) automotive
parts. “The size of the Japanese car manufactunng market
Means our presence there is crucial, not only 1o be able 1o
sell there directly, but also for the fallback business in Europe
of In Morth America,” said Inergy President and CEO Fierre
Lecocg "Our plan is to bulld more facteries in Japan as we
CONTINUE TO drow our business

MARKET EMTRY

Seeing the opportunity presented under the Nissan Revival
Plan, Inergy acquired Missan's resin fuel tank business. Soon
after the acquisition, Inergy opened a plant in Kita-Kyushu in
order to become a major supplier to Missan's Kyushu plant as
well as other Japanese autormakers

Plaztic Fuel System

“QUR PLAN IS TO BUILD
MORE FACTORIES IN JAPAN AS WE

CONTINUE TO GROW OUR BUSINESS."

- Plerre Lecocq, President and CED,
Inergy Automotive Syitems

26
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Retail
Market Overview

Total & Per Capita Sales of Top & Retail Markets

Ws$ bilion) (s
4,000 12,000
I Total sales
10,807 Per capita retail sakes
2,295 9,555
o705 3,211
2,000 - — 3.000
2,000 — a0
1,124
1,000 e e I ReceY
&11 5
(=3 I
o - o
Usa Japan China Frnes UK

Source: "Global Retailing 2008, 15D
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Recent Trend ameng Leading Premium Brands

Jewvelry fWivatches fFragrances

BWLGARI Opened its large-scak store in Ginza in 2007, Features a Bridal Sakon and WIP roor, the first Bulgari restaurant and bar in
Japan and an open terrace kunge on the top floer.

Cartier Opened fts renewed Ginza store in 2007, with geld-colkred exterior walk. Established its first ewer online shop in 2008,
targeting Japan.

CHANEL Opened its first restaurant in the world in Girza in 2004,
Opened roof temace restaurart "Le Jardin De Twsed" on the top floor in 2006,

Swarcvski Opened its first ever flagship store in Girga in 2008. The store design, created in collaboration with Japarese product

designer TokuH'in ‘oshioka, will be adepted for all main Swarcwski global stores in the future. The first store to offer
Swarcuski s full produdt line.

Bags [ Accessories

GUCCl

Opened the companys first " Guecci Building” (i.e, occupied exclusiiely by Guec) in Ginza in 2006, Indudes a cafe and
gallery. Has begun offering theworlds first specil erdering for handbags.

HERMES

Opened its renewed “ Makon Hermigs” in Ginza in 2006, The first Hermés store in the world to include a cafe. Introduced the
"rohji* bag desighed in collaboration with Japanese designer Yohji Yamarnioto in 2008, Opered an ohling boutique in 2008

PRADA

Openad ohe of the largest Prada boutiques n Japan in Ginza, and the “Epicerter Store® in Miramii-foyama, its largest
flagship store in Japan , in 2003.

Men's Fashion

ARMANI Opened its flagship "Armani/Girza Towsr” in Girza in 2007, The store, which 3ko houses the Japan head office, includes
3 restaurant with a foodickthing/housing therre and its first ever esthetics salon.
dunhill Opened its new concept store "HOME" in Ginza in 2007, prior to launching the stores in its hase rarket in London. The

therne is "space for the adult male.” Also houses a bar, loungs and barber shop. The interior design was created by
Japarese product designer Tatsuya Matsui

SOunCe; Mewspaper eports, et

28
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Case Study:
IKEA JAPAN

Establishment: 2002
Country: Sweaden

The IKEA Group was founded in 1943 and is now one of
the largest home furnishing retailers in the world with
approx. 250 stores in 24 countries

IKEA prides itself on the ability to propose home
furnishings capable of coordinating living space with
spedfic lifestyles, while supplying furniture interiors
geared to present mixes of superb design and function at
fruly reasonable prices. The products and services they
offered has been welcomed by lapanese consumers with
its simple, natural and healthy tastes

IKEA established IKEA lapan K K in 2002 and opened its
first store in Funabashi, Chiba in 2006. Currently [KEA
operates 5 successful stores in Kanto and Kansai region
and plans to continue its expansion over the years to
come as well

“IAPANESE CUSTOMERS ARE VERY WELL EDUCATED,

SO THEY UNDERSTAND THE DIFFERENCE

BETWEEN & PRODUCT THAT'S HIGH-PERFORMANCE

AND LOW-COST RATHER THAN THE OPPOSITE.”

— Lars Petersson, President and CEQ,
IKEA Japan

29

ICT

Market Overview

IT Industry Competitiveness Index

1 us
| 2 | Japan |

3 Korea G672
4 LI 671
5 Australia 665
[ Taivvan 65.2
7 Swweden 654
2 Denmark 6439
9 Canada 646
10 Switzerland 63.5

R&D
Rank| environment

2

Korea
3 Taiwwan
L3 us
E Sweden
[ Finland
s Gerrmany
2 Denmark
9 Israel

0 Metherlands

Mote: The IT industry competitiveness index is organized into six distinct
categeries, which include everall business emirenmeant, IT infrastructure,
human capital, legal ervironment, R&D envirenment and suppert for IT

industry development

Sourcer “IT Industry Competitivensss Index, 2007, The Economist

Intelligence Unit
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[N Nihon Tandberg K.K

In July 2002, Tandbarg A5, a Narwagian pravider of videoron-
ferencing systems headguartered in Oslo and New York, opened
its first Japan branch offica in Tekyo. In January 2007, the firm
rmade a new start, establishing a Japan subsidiary, Nihon Tand-
berg K.K

In response to strong growth in sales in the Kansai region
(around Csaka), which now accounts for nearly 30% of its Japan
sales, the firm opened a second base in Osaka in June 2007 to
widen its custormer base and enhance its service capabilities in the
region.

Picture: [TANDBERG Centric 1700 MXP]

Exacutive control center designed for officas, the 1700 MXP fea-
tures a suparior HD carnera and a widescraen LCD This fully in-
tegrated systern operates both as a video canfarencing system
and PC display, enabling seamless and real-time fare-to-face
collaboration at the desktop

31

Biotechnology
Market Overview

Projected size for Japan's

biotechnology market in 2010
{Urit: trillion yen)

Others 0.8

Source: " Biotechnology Stratecy Guidelines”
(December, 2002; Biotechnelogy Strategy Council)
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Number of venture startups and implementation of related measures

1600 1503
1400
1200

000

00

600 TLD Law
Science and
Tedhinology

400 Basic Law

Law of Mational
University
Hiranurma Corporations

171 Plan

200 15 134 ®

0
1995 1886 1987 1988 1933 2000 2001 2002 2003 2004 2005

Source: This graph was created based on “Basic Survey of University -Based Wenture Enterprises” {Minktry of Econermy,
Trade and Industry)

Number of bioventure companies is increasing

2003 2004 2005 2006
Mo. of companies 387 454 531 586

Source: 2006 Bioventure Statistics Survey Report,” Japan Bioindustry Association
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Bio-business in the Spotlight

Market Size of Functional Foods

Ot bien ven) (TR Danisco Japan Lid

900 Darisco Japan Lid. s the Jananese subsiciany of Denmark's Danisco Group, one

of the warld's argest producers of foad ingredients. The firm supplies a wide

o range of products to Japan's major food & beverage and pharmaceutcal mek-
ers, also suppariing these customers in product development and rarketing
£ One of the firm's most recognized products in Japan is Xylitol, & natural
sweetener with proven dental benefits Used In sugarless qums and confec-

0 flonery iterns

2001 2002 2008 (FY)

Mote: The Japan Health Food and Mutrition Food
Association conducts market size surveys biennially
Figuras in the graph are based on manufacturers
recommended retail prices

Source: Japan Health Food and Nutrition Food
Association
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