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Japan ςhow does the earth quake change 
the business environment? 



AGENDA 
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Impact of the disaster? 
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-> Johnson & Johnson looking at big expansion in Japan

Banking, data centers, and pharmaceuticals appear to be

the

big plays for expansion in Japan by foreign companies

post-quake, and medical/pharma company J&J is no

exception.

The company has announced that it is planning seven

product

launches for Japan this year, which after the USA is the

second largest market globally for pharmaceuticals. Given

that the firm has another 11 new products and over 30 line

extensions in the pipeline internationally through to 2015,

that would indicate lots of ongoing activity here in Japan.

(Source: TT commentary from inpharm.com, May 27, 2011)

Johnson & Johnson 

sees growth in Japan 

-> Barclays sees big M&A growth in Japan

A report from the Nikkei says that Barclays PLC is

planning to expand its investment banking team from

48 to 70 staff members, riding on what the bank sees

as substantial growth in the M&A of foreign firms by

Japanese ones. According to the firm's head, Bob 

Diamond, the firm is seeing an increase in the number

of M&A enquiries from Japanese customers and is

sufficiently positive about prospects to bulk up. 

(Source: TT commentary from nikkei.com, May 28, 

2011)

Barclays extends M&A 

division in Japan! 

http://wallpapers-diq.net/wallpapers/11/Newspaper_and_Glass_Sphere.jpg
http://inpharm.com/
http://nikkei.com/


Majority Of Corporate Leaders Expect FY11 Sales Jump
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TOKYO (Nikkei)--More than half of the corporate leaders who responded to a recent survey by The Nikkei expect sales to grow in fiscal 2011 

from the previous year, suggesting that many firms anticipate an early recovery from damages related to the March 11 disaster. 

The survey covered presidents and chairmen of major domestic companies. The Nikkei asked questions related to the earthquake and

tsunami, and received responses from 135 corporate leaders.

According to the results compiled on Saturday, many respondents are maintaining the view that sales will grow in fiscal 2011 in spite of the 

disaster. Domestic demand could fall below pre-quake estimates, but overseas demand, particularly in emerging economies, is expected to 

grow.

By the numbers

In total, 52.5% of the corporate leaders surveyed are predicting higher sales -- with 4.4% projecting strong growth and 48.1% expecting a 

slight increase -- while 11.1% said sales will likely remain largely unchanged from fiscal 2010.

A total of 39.3% of the respondents said their pre-quake plans to pursue mergers and acquisitions had not changed in the wake of the 

disaster. Although the March 11 tragedy hurt businesses, many firms have kept their medium- to long-term strategies, including M&A policies, 

almost unchanged.

About 90% of the leaders surveyed said their companies will not change their pre-quake plans to hire new graduates for spring 2012.

Also, 55.6% said their companies would not change their pre-quake capital investment plans. With supply chain disruptions due to the quake 

highlighting the need to have plants in multiple locations, 6.7% of the respondents said they would review their capital investment plans to 

slightly increase spending, while 0.7% said they would significantly raise spending.

A total of 46.7% of the respondents said that facility utilization rates had slightly or significantly fallen from pre-quake levels. When asked to 

select up to two reasons for these declines, 44.4% said that demand fell due to quake-related damages suffered by their clients. The same 

number of respondents, 44.4%, pointed to sourcing difficulties stemming from such factors as quake-related damages at their suppliers. Also, 

34.9% attributed lower facility utilization rates to quake-related damages to their own plants.

Of the respondents who reported lower facility utilization rates, 50.8% said they expect these rates to recover to pre-quake levels in the 

October-December period. With 23.8% projecting a recovery in the July-September quarter and 4.8% expecting to see a rebound in the April-

June period, a total of 79.4% expect their facility utilization rates to return to pre-quake levels before the end of this year.

When asked to choose up to two ways they plan to address supply chain disruptions, a leading 25.2% of the respondents said they would 

increase the number of suppliers they use outside of Japan for each product, component or material. Meanwhile, 20.7% said they would 

diversify their approach to sourcing within Japan. Another 17.8% said they would increase the number of suppliers they deal with in Japan.

(The Nikkei May 29 edition)
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Majority of Japanese Leaders do not see negative influence 

on business and persue their plans of globalization
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Impact of the triple disaster (earthquake tsunami nuclear) 
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TOKYO, May 23 (Reuters) - Japan's return to recession and a bigger-than-expected slump in first-quarter economic growth are negative for its 

credit rating, Moody's Investors Service said, warning that a delay in recovery could warrant additional fiscal and monetary stimulus. 

The triple blow of the March earthquake, tsunami and nuclear crisis has nudged Japan into recession and led to a surprisingly deep 0.9 percent 

contraction in January-March, a development Moody's said was negative for Japan's rating and adds urgency for Prime Minister Naoto Kan to 

compile a second extra budget. 

'Reconstruction and relief expenditures will eventually lead to a rebound in economic growth later this year and in 2012,' Moody's said in a 

statement. 

'But the scale of the loss in output and income caused by the earthquake may already have lowered the future growth trajectory of the Japanese 

economy, thwarting Japan's long-term growth rate, which is currently around 1 percent,' it said. 

While the shock from power shortages will be temporary, the risk of Japanese companies permanently losing global market share due to current 

supply chain disruptions is more damaging, Moody's said. 

'Should the rebound in Japan's economy be weaker than forecast or delayed entirely, additional actions by both the Ministry of Finance and 

Bank of Japan may be needed,' the ratings agency said in a statement. 

Japan is facing its worst crisis since World War Two after the 9.0 magnitude earthquake and a deadly tsunami battered its northeast coast on 

March 11, leaving about 25,000 dead or missing and crippling a nuclear plant. 

Rating agencies and investment-banks are not clear 

about their prediction on the impact on the GDP. 
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Different Sources Different Statements 
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The economic impact of the earthquake, tsunami and the Fukushima nuclear accident may push Japan into 

recession in the coming months, according to a panel of economists surveyed by Nikkei business daily. 

The triple disaster has plunged investor confidence, exports and domestic consumption, says Nikkei Tuesday 

after studying reports from the eleven major private financial institutions. 

In this context, the recovery is not expected until the third quarter (July-September), says he. 

On average, the gross domestic product (GDP) in the third largest economy could contract 0 , 6% annualized in 

the first quarter of 2011 compared to the previous, then 2.6% over the next three months (April-June). The 

economist expects the worst even a drop of 7.1% in the second quarter. 

ñMost of them expect that consumption and exports continue to fallò between April and June, writes the Nikkei. 

The Japanese economy has already fallen by 1.3% annualized in the last quarter of 2010, according to official 

statistics. 

A recession is defined as two consecutive quarters of GDP contraction . 

Exports are expected to decline especially in the automotive and electronics sectors whose production is most 

affected by the damage and various disturbances caused by the earthquake and tsunami of 11 March. 

Before this catastrophe, the economists predicted a slight rebound in growth in the first quarter, supported by 

exports. 

Almost all experts now expect a recovery in the second half with a growth of 1.2% between July and September 

and 5.6% last quarter, still on an annualized basis, the Nikkei said. 

The government has estimated at 25,000 billion yen (297 billion dollars) the cost of the disaster of 11 March. He 

does not understand its impact, including on agriculture, radioactive discharges from the plant in Fukushima 

stricken and plagued by a series of serious accidents

Most predictions state that after a dip of the GDP in Q1 

and Q2 there will be growth in Q3 and Q4!
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METI and JETRO statements 
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1995:

Kobe Earth Quake 

2011:

Tohoku Earth Quake 



Comparison to Kobe  1995
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Reconstruction Speed
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RconstructionSpeed Train system 
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Reconstruction Airports 
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Reconstruction of Industry 
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Auto / Electric 
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Toyota back to 90% J-Volume in June 
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Ǐ First statements were that Toyota will not come 

back to normal production before end of Nov. 

Ǐ Current Status is that Toyota will reach 90% of its 

production by end of June

Ǐ But is Toyota set up for global competition?



Draft: Time-table (rough discussion draft) 
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Industry ResultingDamage Time to come backto normal 

Chemical Little impact Mainly restored 

Pharma Verylittle impact Mainly restored 

Automotive Severeimpact (Production Volume 30% to 50% of plan 
in March, April, partly May) 

By June to Nov. total recovery 
expected 

Food / Agriculture Severe Impact (MainlyPsychologically) Years ςrestructuringof food chain 
expected (dependent on 
measurements)

Electricity / Energy 
providers

Severe Impact long term ςshort termelectricity 
available

Main Problem JulyAugust Sept. 
(then long term restructuring) 

Construction Big Impact Boom 

Finance Banking Too complex to make statements 

Consumer Goods Little to considerable impact caused by different 
consumer behavior on the supply side. Dependenton 
economy big on consumer side 

End of year 

Electric / Chip Biggestimpact also into other supply chains End of year 

Transportation / Logistics Neutral ςlossesand gains 

--

--

++



Power-cuts in summer 
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No power-cuts in May Risk of 10% gap in summer

Source Japan Market 05/2011

METI homepage 

Ǐ With the high discipline of Japanese People there is a good chance that the society reduces the use 

of electrical power severely and that no power-cuts can be expected 



Impact on GDP (too many contradicting statements)  
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Moody's: Original forcast 1,0 to 2,5% GDP growth for 2011 ïcorrected to 

0 to 1% 

Ǐ Tohoku - the region hit by the earth quake contributes to only 6% of the Japanese GDP. 

Ǐ Of these 6% only a fraction is really Ăaffectedñ by the earth-quake (compare to MITE). 

Ǐ The real impacts on the GDP are unclear now. 

Ǐ Not every industry is impacted the same 

Ǐ Newspapers are unreliable source as there is a too big sensation hype out there 

Morgan Stanley: 1,5% to 2,5% - only small correction expected 

In general we will see a stagnating growth in the first 2 fiscal quarters of 2011 (European 

fiscals) and a sharp recovery in the 2nd two quarters and in 2012 (depending on other global 

impacts, Euro chrisis, US deficit, FTA negotiationsé.) 



Energy Mix of Japan 
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Japan planned to rely on atomic power

Oil

Cole

Gas

Atomic 

Water 

Earth heat

Solar Wind 

Ǐ Japanôs energy future was atomic 

Ǐ It is doubtful that Japan will stick to this planning

Ǐ Japan energy market is extremely protected 

Ǐ Easy access for foreign companies is not expected 

Ǐ First very successful approaches are on-going in the 

area of alternative energies 



How is this possible? 
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What is worse - the problems before 

the earthquake or the problems 

created by the earth quake?



Does this mean: 
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Business as usual no change to before? 

Ǐ After the Lehman shock Japan lost 45% of its export business which was heavily relying on the US?

Ǐ Japan has a debt rate which is 220% of the GDP (main lender is the Japanese People) 

Ǐ Japan has a fast over-aging society

Ǐ Japan already today imports 75% of its food

Ǐ Japanôs industry is heavily relying on SMEs (99% of all companies are SME, 74% of workforce employed 

by SME, only 15% of exports by SME, ) source Australian APEC Study Center

Ǐ SMEs in Japan have the most difficulties to gain access to global markets and capital 

Ǐ Japan was ñoff-shoringò production heavily before the earthquake and will continue to do so (around 20% 

of the production of J-company is outside Japan) 

Ǐ Japan will need a new energy consensus 

Ǐ Japan is far behind in FTA negotiations compared to Korea 

Japan has to act and wants to changeé 



Chances for alliances between Japan and Europe 
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JapaneseCompanies 

European companies 

++
Japan: Access to Japanese Customer with 

Japanese products.

++
India, China: 

Access to Japanese Customer with 
Japanese products.

--
Access to global customers outside and 

inside Japan with non-standard Japanese 
Products 

--
Japan: Access to Japanese Customer with 

Non-Japanese products.

--
India China  Access to Japanese 

Customer with non Japanese products.

++
Access to global customers outside and 

inside Japan with non-Japanese Products 

In recent M&A discussions we have increasingly found 
that Japanese and European companies are mainly 

complementary in customer, technology, market structure 
and not too much competitive. 



Chances for partnerships 
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ωVery good possibilities in and out-
bound 

ωMature companies which are relatively 
easy to work with 

ωInnovative companies should look for 
chances in Japan now

ωInnovative companies should look to 
grow with reliable Japanese Partners 
now

ωGood chance to go into Japan 
or extend Japan 

ωBuild alliances partnership 
for other markets

ωComplementary Products 
and services 

Products 
Markets

Customers 

M&A Innovation 


