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Industry Overview

Domestic and global demand will bounce back across a wide range of sectors on the global economic
recovery

m Global demand will bounce back in many sectors on the global economic recovery. IT services will grow at a particularly fast clip on rising

demand related to digitization. However, the heavy electric machinery sector will face downward pressure as the world focuses on the threat
of climate change.

m As with global demand, the IT services sector will see a rise in domestic demand, with robotics and other sectors also likely to grow on
renewed demand for automobiles.
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Note: Many sectors have seen a slump in demand in 2020 and 2021 on the impact of COVID-19, so the graphs use the 2015-2019 CAGR and the 2022-2026 CAGR.
Source: Compiled by Mizuho Bank's Industry Research Department (IRD)
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Industry Overview

Exports and domestic output will increase in some sectors on arecovery in domestic and global demand

m Exports will increase across many sectors as global demand bounces back, with sectors like machine tools, robotics and processed food set
to grow firmly. However, steel exports will slide as exports of general-purpose items fall on increased competition from China.

m Domestic petroleum and steel output will fall slightly on a structural dip in domestic demand and moves to shift production overseas, for
example, though domestic machine tools and robotics output will rise as firms keep production in Japan.
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Note: Many sectors have seen a slump in demand in 2020 and 2021 on the impact of COVID-19, so the graphs use the 2015-2019 CAGR and the 2022-2026 CAGR.
Source: Mizuho Bank's IRD
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Industry Overview

The competitiveness of Japanese industry might ‘remain unchanged’ or ‘fall’ over the next five years

m As with last year, many sectors will see ‘a modest growth in demand’ or ‘stagnation concerns’ when it comes to ‘demand growth potential’
and ‘no change’ or ‘lower presence concerns’ when it comes to the ‘change in global presence.’

m The outlook for the processed food sector has been downgraded when it comes to ‘demand growth potential.’'D) With regards to ‘change in
global presence,’ the outlook has been upgraded for medical devices("® and downgraded for major electronic products. 3

Map of projected industry competitiveness over the next five years
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Source: Mizuho Bank's IRD long term.
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Industry Overview

The strategic direction Japanese firms should take to respond to changing business conditions

m The business environment surrounding Japanese firms is changing rapidly on the spread of COVID-19, the progress of digital transformation,
a focus on economic security in the face of US/China tensions, and growing moves toward carbon neutrality.

m Japanese firms should adopt a three-pronged approach: (1) ‘selection and concentration’ to reconstruct business portfolios; (2) ‘invest in

post-pandemic growth’ by undertaking forward-looking capital investment, R&D, and M&A, etc.; (3) ‘strengthen risk resilience’ by diversifying

profit bases, strengthening supply chains, capturing upstream resources, etc.

The changing business environment surrounding Japanese firms and strategic directions that Japanese firms should take

The changing business environment and the main impact on Japanese firms

Impact of COVID-19
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The spread of
COVID-19

Changing consumer behavior

— The shift from analog to digital and the spread of online consumption

Changing working patterns and office styles

— The penetration of remote working and technology utilization

The tough situation facing firms in the mobility sector

—  Loss of business and leisure demand (commuting, business trips, etc.) due to
restrictions on the movement of people

Legacy systems are weighing down business operations

— IT systems could become bottlenecks, with maintenance costs, etc. soaring

A shift from traditional industries to digital industries

— Value will be generated as firms reform their corporate cultures by fully pursing
DX and boosting digital capabilities

Intensified US/China frictions

— The US and its allies are partially decoupling from China
Restructured supply chains

— The fragility of Japan’s supply chains is becoming more apparent

International competitiveness will be swayed by the success or failure of moves

towards carbon neutrality

— Global firms are pursuing cutting-edge decarbonization initiatives

Firms are examining a variety of fundraising methods

—  Firms are utilizing green bonds and other forms of green financing
Appropriate communication with investors

—  Firms will revise disclosure rules faster in the face of growing investor demands

Source: Compiled by Mizuho Bank's IRD

Strategic directions Japanese firms should take

(1) Selection and concentration

Reconstruct business portfolios based on
policy trends
Secure investment capabilities

(2) Invest in post-pandemic growth

Strategic investment based on regional
competition conditions and own-company
capabilities

Strengthen human resource investment

(3) Strengthen risk resilience

Diversify profit bases
Strengthen supply chains and capture
upstream resources

MIZWHO

(o))



ll. Medium-term Outlook for Major Industries
—

Note: The growth rate shown in this part indicates an average annual growth rate (CAGR) for the upcoming
five years, calculated by using the values for 2021 and 2026 (either calendar year or fiscal year), unless
otherwise indicated.



Supply/demand outlook

Global demand will continue increasing in the medium term, domestic demand will decline

m Global demand will grow firmly in the medium term (annualized +1.5%) due to growth in Asia.
— Plant capacity in Asia far outstrips demand, but plant capacity will be expanded further from here on, with supply/demand conditions set to
ease.
m Domestic demand will fall in the medium term (annualized -1.6%) due to structural.

— Domestic demand will recover in 2021, and operating rate of refineries is expected to return to 80% level. After that, Some refining
equipment will be shut down, but operating rate is expected to fall again in the medium term as demand declines.

Supply/demand outlook Asian petroleum demand and plant capacity  Operating rates at Japanese refineries
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Note: The figures for 2021 onwards are IRD forecasts. Note: ‘Asia’ denotes the total of all the countries in the Asia-Pacific Note: The figures for 2021 onwards are IRD forecasts.
Source: Compiled by Mizuho Bank's IRD based on data from the region (China, India, Japan, South Korea, ASEAN, etc.). Source: Compiled by Mizuho Bank's IRD based on data from the
Petroleum Association of Japan, BP statistics, IEA, etc. Source: Compiled by Mizuho Bank's IRD based on BP statistics Ministry of Economy, Trade and Industry, etc.
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Strategic direction of Japanese firms

Firms will need to establish zero-emission energy business while moving to maximize petroleum

business profitability

m Domestic demand will continue declining, therefore oil refiner-distributers are moving to reduce their dependence on the petroleum business.
— From here on, competitive domains will shift to include the wider energy domain and the consumer service domain in addition to the

traditional fuel oil domain.

m Oil refiner-distributers will need to strengthen profitability and streamline operations in their petroleum business while capturing new demand

related to decarbonization.

— Firms should shift to high-value-added products, optimize refinery capabilities, and supply zero-emission energy.

Changing competitive domains

Emission Other domains

Lifestyle service domains
. Coin Food and
Nursing .
laundries beverages
Mobility
services

Car life domains

Note 1: Examples of specific businesses

Note 2: CCUS: Carbon dioxide Capture, Utilization and Storage
Note 3: SAF: Sustainable Aviation Fuel

Source: Compiled by Mizuho Bank's IRD

Hydrogen
ammonia

Fuel O”‘ Electricity
and

ICHEVEIES

The changing business environment and the actions needed by Japanese

petroleum sellers

environment

Falling petroleum
demand;
Stable petroleum
refining margins

Accelerated
decarbonization

Strengthen
petroleum business
profitability

Streamline
petroleum business
operations

Capture new
demand related to
decarbonization

Source: Compiled by Mizuho Bank's IRD

Shift to high-value-
added products

Optimize refinery

capabilities

Supply zero-
emission energy
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Supply/demand outlook

Domestic production will fall as firms implement structural measures (suspending blast furnaces, etc.)

m After peaking out in 2021 on a decline in infrastructure and property investment in China (the country that accounts for the lion’s share of
demand), global steel demand will essentially move flatly in the medium term, despite expanded demand in the emerging economies.

m Domestic steel demand is unlikely to recover to 2019 levels given the structural slide in new housing starts and automobile production on the
back of a fall in the number of households. Crude steel output is expected to drop below 90 million tons in 2026 on structural measures by

each firm.

Supply/demand outlook
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Note: The figures for 2021 onwards are IRD forecasts.
Source: Compiled by Mizuho Bank's IRD based on data from

the Japan Iron and Steel Federation, etc.

Global steel demand outlook
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Source: Compiled by Mizuho Bank's IRD based on the World Steel Association’s Steel Statistical Yearbook
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Growth strategies compatible with carbon neutrality

m Achieving carbon neutrality by 2050 will be an extremely challenging issue for Japan’s steelmakers, but the road ahead has become clearer
as each firm develops cutting-edge technologies, so firms will need to develop growth strategies that are compatible with this goal.

m Carbon neutrality moves could lead to the emergence of new players. Japanese firms should prepare for this eventuality by rolling out
energy-saving solutions in Asia with an eye on the expanded use of innovative low-carbon technologies while carrying out appropriate

replacement investment with an eye on future production systems or by establishing new business models such as making design proposals
that utilize accumulated materials knowledge.

The strategies that Japanese steel firms should take right now

The background business environment surrounding Japanese firms

Internal environment

External environment

Specific measures (proposals)

(1) Carry out appropriate
replacement investment
with an eye on future
production systems

Issue:
-Domestic large-scale facilities
will need to be renewed soon

Threats:

*Intensified competition in export markets

* The shift to low-carbon technologies
ahead of the transition to carbon
neutrality

+ Examine optimal solutions for selecting the
best manufacturing methods for each steel
plant ahead of 2050

* Pursue tie-ups between blast furnace and
electric furnace manufacturers

(2) Roll out energy-saving
blast furnaces across the
Asian region

Strengths:

-World-leading low-energy
technologies in blast furnace
processes

*The use of hydrogen in blast
furnaces is a technological
development unique to Japan

Opportunities:

*High potential in Asia, an area with high
blast furnace usage (existing energy-
saving technologies and future
hydrogen-use technologies)

+ Create future customers for innovative
technologies by providing existing energy-
saving technologies to Asian blast furnace
manufacturers

* Build a framework to compete with
European firms by making allies in Asia

(3) Become a supplier of
design solutions

Strengths:

- Technologies/knowhow in
structural design (backed by
materials knowledge) and
performance evaluation

Threats:

- Shift to other materials against the
backdrop of carbon neutrality

Opportunities

-Demand for advanced structural design
technology (including other materials)

« Establish business models that contribute to
the automobile industry (regardless of which
materials are selected) by becoming
partners in the design and development of
automobile structure materials

Source: Compiled by Mizuho Bank's IRD
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Supply/demand outlook

Once extraordinary factors wane, structural loosening of supply and demand will become more apparent

m Global demand will return to annualized growth around 3% on demand in China (the largest market) and other Asian countries.

— There is likely be growing demand for recycled materials and falling demand for unused materials in Europe and elsewhere, but this is
unlikely to have much impact within the timeframe of the outlook.

m Although the balance will remain tight for now on extraordinary factors, such as plant suspensions due to weather disasters, the global supply
and demand balance (demand / productive capacity) is structurally eased as new large-scale plants are built in China, etc. and the impact of

the above will inevitably emerge going forwards.
Supply/demand outlook
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Source: Compiled by Mizuho Bank's IRD based on various materials

(Million tons)

Global supply/demand outlook

Global demand outlook The outlook for new plants (y-o-y change)
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Source: Compiled by Mizuho Bank's IRD based on data from the Ministry of Economy, Trade and Industry and IHS Markit

MIZWHO

——

12



Strategic direction of Japanese firms

Firms need to pursue strategies that respond to CN/CE needs and looser global supply and demand
conditions

m Japan’s chemicals industry faces challenges from the construction of new large-scale overseas petrochemical facilities and demands from
society and user industries for a response to CN/CE.
— While building rational production systems that incorporate environmental measures, firms should develop and expand the supply of
innovative materials capable of supporting structural changes.
m In the petrochemicals sector petrochemical complexes should be transformed to realize CN. Firms in the specialty chemicals sector should
expand globally through selection and concentration while acquiring and integrating external technologies.

Challenges for chemical industry and measures
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Measures

The construction of new
large-scale overseas
petrochemical facilities

=Intensified
competition
regarding exports
to China
*Increased
pressure from the
inflow of overseas
products

Construction of economically-
rational production systems that
incorporate environmental
measures

Accelerated societal &

user demands for a
response to carbon
neutrality (CN) and the

circular economy (CE)

Accelerated demand
for a ‘qualitative’
transformation of

materials

—Growing demand

for biomaterials,

recycled materials,
and low carbon
processes

Source: Compiled by Mizuho Bank's IRD

Accelerated demand
for a ‘functional’
transformation of

materials

—Growing demand

for functional

upgrading of
materials

Development and expanded
supply of innovative materials
capable of supporting the
transformation of society and
user industries

Strategic directions

Petrochemicals

Transition to petrochemical complexes with the
aim of realizing CN

(1) Fuel transformation @) IRELS mate;rlal
transformation

Usage of CO2-free Usage of bio and
hydrogen and ammonia recycled materials

(5) Integration of refineries and plants

Streamline and enhance business operations by
integrating the management of petroleum refineries and
ethylene plants

(3) Resource
circulation

Construct rational recycling  Mass balance approach,
systems and facilities etc.

(4) Creation of
environmental value

Source: Compiled by Mizuho Bank's IRD

Specialty chemicals

(1) Global expansion

Maximize growth
opportunities
through bold
business expansion
that accelerates the
speed of market
growth

(2) Acquire and
integrate external
technologies

Capture technologies
and materials
through M&A and
integrate these with
company resources
to achieve
technological
breakthroughs

(3) Business selection and concentration

Firms should pursue bold business selection
and concentration to ensure that sufficient
funds and resources are available when
implementing the aforementioned strategies
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Supply/demand outlook

The global new vehicle unit sales will recover to 2019 levels in 2023

m Given the impact of COVID-19 and supply constraints due to semiconductor shortages, etc., the global new vehicle unit sales are expected to
undergo a shallow recovery in 2021, with the situation still below 2019 levels.

— After recovering to 2019 levels in 2023, these will grow again, albeit at a gentle pace.
m In 2021, the Japanese market will undergo a y-o-y fall for the third straight year on the impact of COVID-19 and supply constraints.
— After recovering to the 5-million mark in 2023, new vehicle sales will begin to taper on structural market pressures such as the falling

population and household numbers.
Sales/production forecast in Japan

(1,000 units) (1,000 units)
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mmmm New vehicle sales

s Vehicle production

mmmm \/ehicle exports

mm Vehicle imports

==0==New vehicle sales (global; right)

Note: The figures for 2021 onwards are IRD forecasts.
Source: Compiled by Mizuho Bank's IRD based on data from the Japan
Automobile Manufacturers Association, etc.

Global new vehicle sales forecast (by region)
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Note 1: The figures for 2021 onwards are IRD forecasts.

Note 2: ‘5 major Western European countries’ refers to Germany, France, Italy, Spain and the UK.; ‘ASEAN 5’ refers to Thailand, Indonesia, Malaysia,
the Philippines, and Vietnam.

Source: Compiled by Mizuho Bank's IRD based on data from automobile manufacturers associations in the relevant countries and regions, etc.
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Japanese OEMs need to adopt transitional strategies that ascertain optimal powertrain mix based on the
different policies and situations in each region

m  Amid the accelerating shift toward carbon neutrality, there will be an irreversible global shift toward BEV.

— This shift will take place at different speeds and will face different challenges in each region as a result of differences in consumer needs
and the varying pace at which environmental regulations are tightened.

m After gaining a picture of policy trends, consumer needs, etc. in each region, Japanese OEMSs should strike an appropriate balance between
maintaining/expanding ICEV/HEV business and shifting toward BEV.

The shift toward BEV(Note 1)

The global shift toward carbon neutrality

Introduction of strict environmental regulations, etc. that could be described as
‘over-focusing on BEV’

A ban on new sales of
|CEv(Note 2)

Tougher fuel efficiency
regulations

XEV sales/production
targets

N

Thereis an irreversible global shift toward BEV, with the ambitious BEV
sales plan mainly by European and US OEMs

o

The speed of the BEV shift and the challenges differ from region to region

Different consumer
needs (demanded
models)

Different speeds/methods when it
comes to introducing tougher
environmental regulations

Different infrastructure
conditions and power
generation mix

————

In addition to building BEV-centric strategies, Japanese OEMs will need to
develop strategies that consider the different environmental regulations and
situations in each region
Note 1: Battery Electric Vehicle
Note 2: Internal Combustion Engine Vehicle
Source: Compiled by Mizuho Bank's IRD

Strategic direction of Japanese OEMs

A fully-fledged shift to BEV will require a certain time and the profit
environment will remain tough
» The speed of the BEV shift and challenges to be addressed will differ from

region to region

Transitional strategies with an eye on the future shift to BEV

Profit
ICEV appropriation

optimization

Build structures to boost BEV sales
and secure profits

Platform
strategy

Value chain
strategy

Battery
strategy

HEV(Note) sales
expansion

Japanese OEMs will need to ascertain optimal powertrain mix based

on their own positions with an eye on the different environmental
policy trends and situations in each region

————

[ Japanese OEMs should strike an appropriate balance between ]

maintaining/expanding ICEV/HEV business and shifting toward
BEV

Note: Hybrid Electric Vehicle
Source: Compiled by Mizuho Bank's IRD
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Machine tools/Robotics Supply/demand outlook

Machine tools: Though the global market will undergo strong growth, the domestic market will grow at a
moderate rate

m The major markets of China, North America and Europe will continue to play leading roles, with the overseas market set to grow firmly in the
medium term.

— After recovering from the pandemic, India and other emerging markets will grow too.

m The Japanese market will recover strongly from the pandemic, but with domestic automobile production (the major machine tool user
industry) unlikely to grow, demand is only expected to increase at a moderate rate.

Supply/demand outlook Orders outlook by region for Japanese machine tool manufacturers
(JPY billion) (USD billion) TH . . _ ) .
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- —
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300 20 800 . . l l I I B I
T S— . . I .
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2020 2021e 2022e 2026e
(CY) 400 - mm—
== Orders of machine tools (domestic) =
B Production of machine tools (domestic) 200 — -
mmmmm Exports of machine tools
s |mports of machine tools .
e Consumption of metalworking machinery (global; right) 0
. ) & &) Q N v O N & o A & &) Q @ 2
Note: The figures for 2021 onwards are IRD forecasts. Q N N N N N N N N N N N V
Source: Compiled by Mizuho Bank's IRD based on the Japan Machine "l/@ ‘19 (19 "19 ‘19 '19 ‘19 ‘19 "19 ‘]/Q ‘19 ’19 "19 (19‘1/ (19‘1, (I/Qq’

Tool Builders’ Association’s Machine Tool Statistics Handbook
2021, the Ministry of Finance’s Trade Statistics, and the
Ministry of Economy, Trade and Industry’s Current Production
Statistics

Note: The figures for 2021 onwards are IRD forecasts.
Source: Compiled by Mizuho Bank's IRD based on the Japan Machine Tool Builder's Association’s Machine Tool Statistics Handbook 2021
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Machine tools/Robotics Supply/demand outlook

Robotics: The global market will expand on growing automation needs in each industry

m The global market for industrial-use robotics is forecast to grow to $18.5 billion (annualized +4.5%) in 2026.

— Demand will increase as the need for automation and labor-saving spreads in the automobiles, electric/electronic, and other industries in

the wake of the pandemic.

m Japanese robotics manufacturers’ share of overseas demand trended lower, but it rallied sharply to 58% in 2020 as exports to China
significantly increased on demand for automation in the wake of the pandemic.

Supply/demand outlook

(IPY billion) (USD billion)
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mmmm Demand for robotics (domestic)
mmmm Production of robotics (domestic)
mmm Exports of robotics
mmmm |mports of robotics
====Demand for robotics (global; right)

Note: The figures for 2021 onwards are IRD forecasts.

Source: Compiled by Mizuho Bank's IRD based on the Ministry
of Finance’s Trade Statistics and the IFR’s World
Robotics Industrial Robot 2021

Industrial-use robotics demand volumes by region and Japanese manufacturers'

share of overseas demand

Demand volumes (Other regions)
=== Demand volumes (Europe)
Demand volumes (North America)
600 A Demand volumes (Japan)
mmmm Demand volumes (China)
—— Japanese manufacturers' share of overseas demand (right)
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Note: The figures for 2021 onwards are IRD forecasts; Japanese manufacturers' share of overseas demand = (exports + overseas production) /

overseas demand; overseas demand denotes total demand volume by region (excluding Japan).

Source: Demand volumes by region (excluding Japan): Compiled by Mizuho Bank's IRD based on the IFR’s World Robotics Industrial Robot 2021;
Demand volumes (Japan) and Japanese manufacturer production volumes: Compiled by Mizuho Bank's IRD based on Japan Robot

Association statistics
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Machine tools/Robotics Strategic direction of Japanese firms

Firms will need to meet user-industry demands for productivity gains, labor saving, and automation

m Japanese machine tools and robotics manufacturers have a strong global presence. From here on, user-industry demands for productivity
gains, labor saving, and automation will grow in future on the shift to digital, decarbonization, and moves by manufacturers to repatriate
production.

m In order to maintain or boost their presence under these circumstances, Japanese machine tools manufacturers will need to strengthen their
engineering proposal business while Japanese robotics manufacturers will need to generate and develop system proposal business.

The strategic direction of Japanese machine tools and robotics manufacturers

Growing user-industry demand for productivity gains, labor saving, and automation

Digitization Manufacturer
Deca?bonization moves to repatriate
production

— Strategic direction of Japanese machine tools manufacturers — Strategic direction of Japanese robotics manufacturers
Strengthen engineering proposal business Generate and develop system proposal business
* Respond to customer needs by designing and proposing entire » Get involved in user operations and make proposals for entire
production processes that integrate machine tools with peripheral production lines, including robotics and peripheral
equipment systems/equipment
» Firms will need to understand the latest trends regarding peripheral » Capture automation demand in sectors where robotics automation
equipment such as robotics, materials handling equipment, and is still in its infancy (food, retailing and logistics)
sensors = It will not be possible to meet needs through conventional

= It will be hard to meet needs solely through an omnidirectional

methods of developing and delivering robotics in accordance
response and own-company resources

with user requirement specifications

Narrow down Narrow down user industries and regions } } ) ) }
focus areas Focus on machine performance Acquire consulting and engineering functions

Strengthen and deepen relations with
machinery vendors

Open up markets though tie-ups with
peripheral equipment manufacturers

Form alliances with engineering firms

Source: Compiled by Mizuho Bank's IRD

& Collaborate with other firms having knowhow to manufacture
robots outside your existing product range and automated
systems

€ Make proposals to optimize the operations of major global users

Utilize external
resources
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Supply/demand outlook

Major electronic products: Global demand will grow stably in the medium term

m In 2021, global demand will grow for the first time in 3 years as it bounces back from the impact of COVID-19 in 2020.
— Though particular demand may represent reactionary drop in some regions in 2022, demand will grow stably thereafter.
m Domestic demand will also bounce back from COVID-19 in 2021. Demand will set to grow again, with recoil increase particularly in mobile

phones.

— Demand will move flatly or fall slightly in the medium term on the structural reasons such as the shrinking population and the declining

number of households.

Supply/demand outlook

(JPY billion) (USD billion)
6,000 o 1,200
5,000 1,000
4,000 800
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0 0
2020 2021e 2022e 2026e (CY)

mmmm Demand for major electronic products (domestic)
= Production of major electronic products (domestic)
== Exports of major electronic products

== |mports of major electronic products

=== Demand for major electronic products (global; right)

Note: The figures for 2021 onwards are IRD forecasts.
Source: Compiled by Mizuho Bank's IRD based on various materials

Global demand trends (major electronic products)

(USD billion)

300

250

200 —

T T T
gl i1
ignanini T L - H1H

100 — -

Europe

North America

® Household applinces " Flat-screen television =PC ® Mobile phones

Note 1: The figures for 2021 onwards are IRD forecasts.
Note 2: The data for Asia includes Oceania but excludes China; North America refers to the US and Canada.
Source: Compiled by Mizuho Bank's IRD based on various materials
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Supply/demand outlook

Major electronic components: Demand grows as usage extends and number of installation increases

m Global demand will expand sharply in 2021 as production recovers from the impact of COVID-19.

— Though semiconductors shortage is expected to be unresolved in 2022, the demand for major electronic components will grow stably as a
whole.

m |n 2021, thanks to the rising demand for semiconductors, domestic demand shifts to show positive growth.

— Demand continues to grow from 2022 as usage expands and more electronic components are installed in end products to match their
extended functions and required performances.

Supply/demand outlook Global demand (semiconductors) Global demand (electronic components)
(JPY billion) (USD billion) (USD billion)
12,000 1,200 (USD hillion)
800 300
© 700 _I_
10,000 1,000 —
= 1 | | 250 BB B BB
600 B2 BB
8,000 800 500 — .______ YOS B BE ER ER B B B B B = A
400 N -
6,000 600 -. u II B e B B B B EEE B
300 - —I— —I— _._l_l_l_ _n
B - 100 BB B BBEEBEREBBR
4,000 400 200 —.—l— —H-=_B N N .-
100——I—I—I—I——————— S B R R RN EEEE NS
2,000 200 - N EEN . . . l l
0 R _E__ T
OAN 92 9 0 @\ L0 2 22
NN NN
0 0 TS SNV NP ¥ PP O QXD PGP e PP
‘\/‘\/‘\/‘\/‘\/(\9(‘9(\9(‘9(\96 QL O L VL vV v &
2020 2021e2022e 2026¢CY) cY) VVVUITHEOCRP O QP
mmmmm Demand for major electronic components (domestic) ® Other (CY)
s Production of major electronic components (domestic) = |nd ustry )
mmmmm Exports of major electronic components : gg;asg:ggre;sel%?romc apoliances
mmmmm Imports of major electronic components = Telecommunications Pp
D di or electroni s (global: right = . Note: The figures for 2021 onwards are IRD forecasts.
emand for mejor electronic components (globak right) Automobiles Source: Compiled by Mizuho Bank's IRD based on JEITA's Production
Note: The figures for 2021 onwards are IRD forecasts. Note: The figures for 2021 onwards are IRD forecasts. Forecasts for the Global Electronics and Information Technology
Source: Compiled by Mizuho Bank's IRD based on various materials Source: Compiled by Mizuho Bank's IRD based on various materials Industries
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Electronics

Firms should develop strategies based on the impact of COVID-19 and strategies in the discontinuous
worlds

m In the medium term, both final product manufacturers and semiconductor/electronic parts manufacturers will need to formulate strategies
based on changes to supply and demand structures and trends in the wake of COVID-19.

m In the longer term, manufacturers will need to adopt strategies considering discontinuous worlds too.
— Firms should shift their business model by, such as, moving away from selling out only final products.
— Firms should also develop products with an eye on the spread of the metaverse (a cyberspace, different from the conventional one, based
around the provision of various services and content).

The strategic direction Japanese firms should take

Medium-term response Longer-term response

Move away from selling out final products

Formulate strategies based on changes

to supply and demand structures and RESpeis {0 i1 SR e e

B PC: Pursue high functionality, including
eznzr;z%s:?l?rtaelizgr:lrﬁﬁn and B Services that B Extension of
P ) 9 Remote control reduce the product lifetimes B Develop hi-spec PCs, wearables
distance learning from outside housework B Retrieval, resale that pick up on senses and
Final prOdUCtS Household appha_mces.Develqp products Customization burden and emotions, and highly immersive
that appeal to heightened hygiene - .
- A . for each user Services that maintenance of VR, etc.
awareness (disinfectant, antibacterial, improve qualit used products
sterilization, ventilation, etc.) and P q y P
designs that harmonize with interiors
m  Review supply chains (including the
production of the same products at B Respond to the
multiple locations) and invest in facilities Respond to growing demand for respond. ® Respond to rising demand for
. L - increase in the i .
. after assessing real demand and the communications semiconductors number of semiconductors and electronic
Semiconductor/ investment trends of other firms Respond to growing demand for image . parts in domains connected to
. ; . semiconductors - '
electronic parts | ® Construct global production structures in sensors and parts the aforementioned final products
response to the battle to attract Provide solutions that help final product nee dpe d for (such as communications, logic,
semiconductor plants manufacturers realize advanced quality : memory and sensors)
maintenance
B Strengthen the development of
advanced package technology

trends in the wake of COVID-19

metaverse

Source: Compiled by Mizuho Bank's IRD
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Heavy electric machinery Supply/demand outlook

Overall domestic and global demand for thermal power plant will shrink

m Though domestic demand will trend upwards until 2022, it will begin falling thereafter.

— Demand for power transmission and distribution equipment is expected to grow as systems are reinforced and renewed on the increased
usage of renewable energy, but demand for power generation equipment will begin falling from 2022 on a fall in the number of new
thermal power plants. Demand for nuclear power equipment will gradually decrease as actions on plant restart progress.

m Japanese firms are internationally competitive with regards to coal or gas-fired power plants, but this market will shrink globally.

Supply/demand outlook

(JPY billion) (GwW)
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mmmmm Domestic demand: Power generation equipment, nuclear power
equipment, power transmission and distribution equipment

messsm Domestic production: Power generation equipment, nuclear power
equipment, power transmission and distribution equipment

mmmmm Exports: Power generation equipment, nuclear power equipment, power
transmission and distribution equipment

s |mports: Power generation equipment, nuclear power equipment, power
transmission and distribution equipment

et E |ectric power plant capacity (new facilities/large-scale renovations)
(global; right)

Note: The figures for 2021 onwards are IRD forecasts.
Source: Compiled by Mizuho Bank's IRD based on various materials

The domestic market for thermal power
plant construction/renewal

= NG

4,500 - Coal

Other thermal power
4,000 A
3,500 -
3,000 A
2,500 A
2,000 A
1,500 A

1,000 -

500 ~

Note 1: Projects for which environmental assessments have been
submitted

Note 2: Commencement-of-operations basis

Source: Compiled by Mizuho Bank's IRD based on various
materials

The global market for thermal power
plant construction/renewal
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m Gas Coal

140
120
100

80
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Source: Compiled by Mizuho Bank's IRD based on various materials

MIZWHO

22



Heavy electric machinery Strategic direction of Japanese firms

The key lies in combining conventional power generation with new energy business

m To achieve carbon neutrality, firms need to shift from conventional thermal power generation to low carbon or decarbonized power generation

or fit thermal power plants with carbon capture facilities.

m Japanese firms have a strong presence in the thermal power generation equipment market, but this market is expected to shrink, so

Japanese firms should take measures, using their existing business bases, to maximize profits from traditional power supply business while
acquiring profit opportunities in the next-generation energy business.

Changes to the external environment and strategic direction

Changes to the

. Strategic direction
external environment

Conventional power supply Profit maximization
Energy shifts toward the Investment in the
realization of carbon neutrality development of new

technologies

Zero-emission power
generation;
Power generation with
carbon capture facilities

Acquire new
business
opportunities

_

* Shift from fossil fuels to
hydrogen

* CO2 capture/usage

» Energy-efficient systems

Source: Compiled by Mizuho Bank's IRD

Strategic direction of Japanese firms

Value chain

Initial plan

Design

Supply XConstruction

competition for

Fierce

orders l

equipment

Extend value\
chains ]

®

Enhance small and medium-

sized power

generation/transmission

(1) Strengthen consulting business that responds to customer energy

transition needs

(2) Extend value chains (Construct profitable business models in O&M)
(3) Expand decentralized power generation and enhance small and medium-
sized power generation/transmission to strengthen resilience

Note: O&M = “Operation & Maintenance”
Source: Compiled by Mizuho Bank's IRD
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Supply/demand outlook

Global demand is expected to grow, but domestic demand looks set to fall from fiscal 2022

m Global demand looks set to rise in the medium term when it comes to containerized seaborne trade volumes and overseas truck freight

volumes.

— Containerized seaborne trade volumes are expected to grow by an annualized +2.9% (2021-2026) on economic growth in each country.
— Overseas truck freight volumes are expected to grow by an annualized +3.4% (2021-2026) due mainly to steady infrastructure investment

in each country.

m Domestic truck freight volumes look set to be from fiscal 2024 on a downward trade in consumption- and construction-related cargo, etc.

Supply/demand outlook
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mmmm Domestic truck freight volume (FY) (domestic)

mm Overseas truck freight volume (US, Europe, and
China)

==O=== Containerized seabome trade volume (North
America, Europe,and Intra-Asia; right)

Note: The US and Europe figures included in the 2020 overseas

truck freight volume data are Mizuho Bank's IRD estimates.

The figures for 2021 onwards are IRD forecasts.
Source: Compiled by Mizuho Bank's IRD based on various
publicly-available materials

Global demand:
Seaborne transportation

Containerized seaborne trade volume

Domestic demand:

Global demand: Trucking Domestic truck freight volume

Overseas truck freight volume

- Million tons ° (Million tons) @
(Milion TEV) @ (Mi '80’000) 2021-2026 1500 FY 2021-2026
2021-2026 CAGR +3.4% : CAGR -0.4%
CAGR +2.9%
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100 —
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2,500 -
60 - . 40,000
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[ ] 20,000
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rl/ (19 (19 (I,Q rl/Qq, (19(1/\ q,éﬂ/ * (19(.1"-0 (19(1’ 0(1/'\@ quqg) o QQSOQ)
® |ntra-Asia (CY) Vv v
= Europe (Eastbound) = Consumer related (FY)

= Europe (Westbound)
= North America (Westbound)
= North America (Eastbound)

mUS ®Europe ®China

= Production related
= Construction related

Note: The US and Europe figures included in the 2020 truck freight volume data are Mizuho Bank's IRD estimates. The figures for 2021 onwards
are IRD forecasts.
Source: Compiled by Mizuho Bank's IRD based on Japan Maritime Center data, statistical data from each relevant country or area, and the Ministry
of Land, Infrastructure, Transport and Tourism’s Yearbook of Survey on Motor Vehicle Transport
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The time is coming when 3PL providers should consider changing business models

m In order to drive growth, Japanese logistics providers should expand overseas and capture demand from non-Japanese shippers as well as
Japanese shippers.

m One effective way particularly for 3PL providers to enhance their global presence would be to shift from business models customized for
individual companies to business models that propose logistics strategies.

Strategies required by Japanese logistics companies — Mainly for forwarders and 3PL providers

ButsylFr::ss Strategic direction Main methods Points to consider

* Inorganic methods (target-industry
M&A, etc.) » Considerable investment will be needed to expand
* Investment in digitization (including business and respond to digitization
own-company development and M&A)

Utilize economies of scale by
Forwarders | expanding business size and
responding to digitization

Business models that have strengths . * It requires time and cost to provide services that are
. o o : * Sound out customer wishes and ; o .
in customizing to individual companies : - . . only applicable to individual shippers

provide logistics services customized

For a shipper. th re iust partner to each firm » There is a trend of commoditizing logistics operations
ora shipper, they are Just partners in Japan and overseas
that perform logistics operations

» 3PL providers will need to construct systems for

Necessity of changing providing solutions for the visualization of entire
business models » Construct a base for visualizing entire supply chains
3'_3'- supply chains » Investment costs will be needed for the RFID,
providers sensors and IT systems required for visualizing
Business models that also have an logistics operations
advantage when it comes to improving
logistics operations and proposing
logistics strategies « Utilize the aforementioned base and « 3PL providers will need to develop logistics experts
For a shipper, they are important train personnel with the high-level with the ability to analyze logistics data from the
partners in formulating logistics logistical knowledge needed to aforementioned base and use this data to make
strategies which are the basis of propose logistics strategies strategic proposals

whole business strategies

Source: Compiled by Mizuho Bank's IRD
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Electric power and gas Supply/demand outlook

Power demand will increase globally, though it will fall in Japan toward 2026

m  Global power demand will increase towards 2026 as the Chinese and ASEAN economies continue to grow, but domestic demand will fall
from 2023 on moves of energy-saving policies.

m Renewable energy and nuclear energy will account for a larger share of domestic power generation, with the share of thermal power set to
fall.

The outlook for the domestic power
generation mix

0,
(TWh) (TWh) 4.5% 100%
1,000 16,000
o 4.0% 90%
80%
500 3.5%
12,000 70% o
3.0% A
60%
600 0
2.5% 0%
8,000
2.0% 40%
400
1.5% I 30%

Supply/demand outlook Global power demand growth

26%
4 20%
000 1.0% 21%
200 20%
10%
0.5% ) 13%
0 4% 6%
0 0 0.0% 20202021e 2026e
2020 2021e 2022e 2026e (CY) us Europe  China  ASEAN (cv)
mmmm Power demand (domestic) Nuclear power Renewable energy
. [ : -
o= Power demand (global; right) Power demand: CAGR 2021-2026 = Thermal power
Note: The figures for 2021 onwards are IRD forecasts. Note: The figures for 2021 onwards are IRD forecasts. Note: The figures for 2021 onwards are IRD forecasts.
Source: Compiled by Mizuho Bank's IRD based on data from Source: Compiled by Mizuho Bank's IRD based on data Source: Compiled by Mizuho Bank's IRD based on data
the Agency for Natural Resources and Energy, etc. from the IEA, BP, etc. from the Agency for Natural Resources and
Energy, etc.
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Electric power and gas Strategic direction of Japanese firms

Japanese utilities should boost their future presence by responding to decarbonization in Japan and
capturing ASEAN demand

m In Japan, firms will need to move toward decarbonization based on the goal of realizing carbon neutrality by 2050 as outlined in the 6th Strategic
Energy Plan.
m In the medium to long term, Japanese utilities should boost their global presence through strategies that take into account the different timeframes in
Japan and the ASEAN region.
— In the short to medium term, utilities should respond to decarbonization moves in Japan while introducing LNG power generation, etc. to ASEAN, a
region with rising demand for power.
— In the long term, utilities should capture rising power demand in Japan while pursuing staged decarbonization in ASEAN.

The strategic direction of Japanese utilities based on short —to mid-term and
long-term timeframes

ST ¢ Carbon neutrality by 2050 Strengths of Japanese Utilities
. Reduce greenhouse gas emissions by

CILUAEEIEIY SRS 46% in FY2030 on FY2013 levels Experience of managing LNG power
generation in Japan

Outline of the 6th Strategic Energy Plan

Customer base in Japan

Overcoming challenges
of Japan’s energy supply & Pursue the major principle of S+3E
and demand structure

Short- to mid-term Strat direct Lona-t .
Challenges and responses to realize carbon neutrality by 2050 perspective rategic direction ong-term perspective

» Steadily pursue decarbonization using decarbonized power

Iread d tical h bl Power demand will fall + Develop » Power demand could
sources already under practical use (such as renewable energy in the medium term renewable grow on electrification
and nuclear power) _ RETEul - Utilities will need to energies - Utilities will need to
» Pursue innovation in thermal power generation, etc. by means of respond to «  Build hydrogen decarbonize power
hydrogen/ammonia-fired power generation and carbon decarbonization supply chains supplies
storage/utilization based on CCUS/carbon recycling. .
. *  Power demand will
Policy responses toward 2030 grow in the short- to « Introduce LNG
« Further pursuit thorough energy efficiency improvements medium-term ?;glzzogerggﬁt\fl)ﬁh . USrI:IL?eS:t"a" ngd to
+  The maximum introduction of renewable energy GELAUR - Utilities will need to p 3 boni gt'
* Promote the stable use of nuclear power on the major premise that sl e Sl an eye on future ecarbonization
capabilities to meet hydrogen usage)

safety should be secured
* Lower the thermal power ratio in the power generation mix while
assuring installed capacity

» Configuration of the electric system for achievement of a stable ired ies for b ing |
power supply compatible with decarbonization Required strategies for boosting long-term presence

growing demand

» Position hydrogen as a new resource and accelerate its societal

implementation Supply decarbonized power, etc. in

Contribute to decarbonization in ASEAN

Japan
Note: S+3E = Safety + Energy Security + Economic Efficiency + Environment
Source: Compiled by Mizuho Bank's IRD based on the 6th Strategic Energy Plan Source: Compiled by Mizuho Bank's IRD
MIZWHO 27

—



Supply/demand outlook

The global market will continue to grow, but the domestic market will shrink slightly in the medium term

m Global retail sales are expected to grow toward 2022 on the ongoing pandemic-led shift from the consumption of services to the consumption
of goods. Sales will continue growing in the medium term on global population growth and economic expansion.

m Domestic retail sales (omitting inbound sales) will fall slightly on the structural population decline.
— Drugstores will continue to see growth and the EC market will continue to grow on changing consumer purchasing behavior.

Supply/demand outlook
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I Retail sales (excl. automobiles and fuel) (domestic)

I Inbound consumption (purchases by visitors to Japan)

== Retail sales (global; right)

Note: The figures for 2021 onwards are IRD forecasts.

Source: Compiled by Mizuho Bank's IRD based on data from the Ministry of
Economy, Trade and Industry, the Ministry of Internal Affairs and
Communications, the Cabinet Office, the Japan Tourism Agency,

and MHRT

Sales volumes/EC adoption rates of the 4 major retailer types

mmmm Supermarkets mmmm Convenience stores mmmm Department stores
=== Drug stores EC penetration rate (right) .
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Note: The figures for 2021 onwards are IRD forecasts.

Source: Compiled by Mizuho Bank's IRD based on data from the Japan Chain Stores Association, the Japan Franchise Association, the Japan
Department Stores Association, the Japan Association of Chain Drug Stores, and the Ministry of Economy, Trade and Industry’s Survey of
Infrastructure Development Status for Data-driven Society in Japan (E-Commerce Market Survey) and Report on the Current Survey of
Commerce
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Structural issues are becoming entrenched on the spread of “new lifestyle patterns”

m New lifestyle patterns have led to changes in purchasing behavior. Some of these changes will become entrenched as structural factors.

m By swiftly incorporating changing consumer behavior into business models, retailers will be able to attain a business edge.

— Firms should tackle challenges from 4 strategic directions. They should (1) pursue frictionless retail,(N°t) (2) fuse online and offline retalil,
and, in the mid- to long-term, (3) explore business models not predicated on expanded markets.

o Note: Frictionless retail = proving a stress and friction free shopping experience to consumers who shop in stores and online.
— Firms also need to (4) strengthen overall supply chain management to respond to demands for sustainable consumption.

Strategic directions that retailers

Retail market drivers Envisaged events Issues that retailers should address should take

Improve efficiency through digital

Falling/ageing population Shrinking markets and fewer workers investment. etc.

Respond to the desire to save )
money on the one hand and the
desire for good quality goods on

the other J

External
environment

Growing income gap between full-time
and temporary workers

Deteriorating jobs and earning environment

Changing footfall patterns due to a
slide in the number of commuters
travelling to railway terminals

Changing working patterns
due to remote working

People are shopping more in the

areas where they live Pursue frictionless retail

Avoidance of long-term
stays and decline in
opportunities to go out

Expansion of online purchasing
categories and purchaser layers

Fuse online and offline retail

The spread of “new
lifestyle patterns”

Respond to the digitization of

f sm hon
Usage of smartphones as customer contact and

More time spent at home L
communication tools

=
kel
>
@
<
(5]
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.
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engagement .
Explore business models not
Usage of contactless payment predicated on expanded
Rising contactless demand 9 pay markets
methods
Growing interest in health, safety and security, and Increasing focus on SDG responses; Respond to the demand for Strengthen overall supply chain
society and the environment Usage of secondary distribution sustainable consumption management
Source: Compiled by Mizuho Bank's IRD
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Processed food Supply/demand outlook

Domestic food spending will decrease on the shrinking population and a fall in the number of households

m Spending on food will move flatly y-0-y in 2021 on the muted recovery of dining out, though spending will bounce back in 2022 as

economic restrictions are eased.

m The population is falling and the total number of households is set to peak out and start falling from 2023, with domestic demand
set to fall for structural reasons toward 2026. The post-pandemic recovery will peak in 2023, with demand set to fall thereafter.

Supply/demand outlook
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mmmm Food expenditures (domestic)

mmmm Production of processed food (domestic)
mmmm Exports of processed food

s |mports of processed food

= Sales of processed food (global; retail; right)

Note: The figures for 2021 onwards are IRD forecasts.

Source: Compiled by Mizuho Bank's IRD based on data from the
Foodservice Industry Research Institute, the National Institute of
Population and Social Security Research, the Ministry of Internal
Affairs and Communications, Nikkan Keizai Tsushin, the Japan
Ready-made Meal Association, and Euromonitor

The medium-term outlook for domestic food spending
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Note: The figures for 2021 onwards are IRD forecasts.
Source: Compiled by Mizuho Bank's IRD based on data from the Foodservice Industry Research Institute, the National Institute of Population
and Social Security Research, the Ministry of Internal Affairs and Communications, and the Japan Ready-made Meal Association
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Processed food Strategic direction of Japanese firms

Japanese firms should engage with both conventional and specialty markets

m The food industry faces three megatrends: falling demand in Japan and growing demand overseas, a diversification of consumer needs, and
sustainability. These trends are leading to changes in the industry structure, with specialty markets™ot¢ 1) starting to encroach on conventional

markets.(Note 2)

m When it comes to strategic directions, the food industry should streamline and restructure the domestic conventional market while making
inroads into overseas conventional markets and capturing domestic and international specialty markets with medium- to long-term growth

potential.
Megatrends facing the food industry; and the changing industrial
structure

Falling domestic demand and growing overseas demand

B Domestic demand will shrink in the medium term, while global demand
will continue growing (The food industry is based around domestic demand,
but firms will lose their global presence if they just compete for the domestic
market)

Diversification of consumer needs Acceleration of sustainability trends

B Consumers are seeking a
growing range of values in food
(taste, health, personalization,
stories, etc.)

B The pandemic has accelerated
moves toward diversification
(changes to eating locations, quality

B Thereis growing drive for food
production and sales to consider
environmental, ecological and
societal factors) (greenhouse
gases, food loss, plastic reduction,
protein crisis, and health [obesity

and purchasing behavior) and famine], etc.)

Entry into markets with strong growth potential

Specialty market leaders:
New companies

Conventional market

leaders: Large companies The rise of

emergent markets

The market is large, but The market is small, but
growth potential is low growth potential is high

Encroach in markets to seek further growth and expansion

Note 1: Specialty markets = emerging categories that respond to diversified consumer needs,
such as categories and keywords free-from, natural, organic or plant-based.

Note 2: Conventional markets = traditional mainstream categories

Source: Compiled by Mizuho Bank's IRD

Food industry strategic directions

A . q
g (2) Accelerate global expansion I (3) Capture specialty markets
=) '
T . .
o W Utilize existing assets
g B Buy aglobally competitive ® Open innovation
5 portfolio W [f the Japan market takes time
C>) B Form capital/operational to get off the ground, firms
_ alliances with local firms could expand overseas to
= A acquire markets there first
8 o
oo | _ ____ - —e e e — — — — ] L
O .
.g o (1) Streamline and restructure ‘
S g existing business I
O
oll™ Form alliances and
S restructure in non- B Create new markets in the
@ competitive domains medium- to long-term (food
& || ® Reform and streamline through services, sustainable food)
o DX investment | '
|
2 : >
- Conventional markets Specialty markets

Low T Growth potential/profitability T High

Firms need a portfolio strategy based on a medium- to long-term vision

Source: Compiled by Mizuho Bank's IRD
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Focus: Mobility changes Supply/demand outlook

Mobility within and between urban areas is not expected to recover to pre-pandemic levels due to
structural changes

m  Mobility between urban areas is expected to recover close to pre-pandemic levels on leisure demand.
— However, business demand might not recover for structural reasons, such as the spread of web conferencing.
= Mobility within urban areas is not expected to recover in the medium term due to a structural change (the entrenchment of remote working).

Supply/demand outlook Paths to recovery for mobility Paths to recovery for mobility
y between urban areas (by purpose) within urban areas (by purpose)
(2019=100) (2019=100) (2;)11;):100)
110 110
100 5 100 —5 = 100 0
O
90 90 90 \\ /
A
5 \\\\//; | "y
] ] .
W\ W\ ///f )
RN LN .
40 NS 40 \7 40
30 30 b= 30
2019 2020 2021e2022e 2026e (CY) 2019 2020 2021e2022e 2026e (CY) 2019 2020 2021e2022e 2026e (CY)
—>—Mobility between urban areas —o—Lesure demand == VFR demand == Commuting to school/work (commuter passes)
= Mobility within urban areas —#—Business demand = Private business (regular tickets)
Note 1: A comparison of mean values with 2019 set as 100
Note 1: A comparison of mean values with 2019 set as 100 Note 2: The figures for 2021 onwards are IRD forecasts. Note 1: A comparison of mean values with 2019 set as 100
Note 2: The figures for 2021 onwards are IRD forecasts. Note 3: Visiting Friends and Relatives (VFR) Note 2: The figures for 2021 onwards are IRD forecasts.
Source: Compiled by Mizuho Bank's IRD Source: Compiled by Mizuho Bank's IRD Source: Compiled by Mizuho Bank's IRD
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Supply/demand outlook

Focus: Mobility changes

It will take time for the number of foreign visitors to Japan to return to pre-pandemic levels

m Travel restrictions between developed nations will ease on high vaccination rates, but vaccination programs are lagging in Asia (Japan’s
hinterland), so the number of foreign visitors to Japan is unlikely to recover in the short term.

m The Japanese government set a goal of 40 million foreign visitors to Japan in 2020 and 60 million in 2030, but these goals look out of reach,

so the government will need to revise its tourism policy.

Outlook for the number of foreign visitors to Japan
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Note: The figures for 2021 onwards are IRD forecasts.
Source: Compiled by Mizuho Bank's IRD

Premises behind the outlook for the number of foreign
visitors to Japan

+ Real figures were used until August 2021

* The figures from September 2021 onwards are
monthly estimates that take into account entry
restrictions (excluding extraordinary factors in
July and August, when the Olympics took place)

* Given the spread of vaccines, restrictions on
economic activity will be lifted in developed
nations, with entry restrictions to these nations
also lifted

» Recovery paths were projected for each travel
purpose (leisure, business and other), with the
data then aggregated to produce an estimate for
the number of foreign visitors

* The number of foreign visitors will converge on
pre-pandemic level as economic activity is
normalized across all countries

¢ The calculation used a demand forecast based on
the GDP growth rates, etc. of each nation

2024
onwards

Source: Compiled by Mizuho Bank's IRD
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Focus: Mobility changes Strategic direction of Japanese firms

Tourism and lodging: Operators need to generate leisure demand and create high-value-added travel

products

m With Japanese leisure demand and the number of foreign visitors to Japan expected to rise in the post-pandemic period, operators will need

to (1) generate leisure demand and (2) create high-value-added travel products.
— (1) Operators should promote their products to tourists in an independent and effective way using social media (Instagram, YouTube, etc.)
— (2) Operators should provide enriching content that leads to special experiences unigue to each location.

Changes to the demand structure after the pandemic; and the strategic direction tourism operators should take

Changes to the demand structure after the pandemic

Increased leisure demand among Japanese Increase in the number of foreign visitors wanting
people to travel to Japan

(1) Generate leisure demand

(2) Create high-value-added travel products

» Promote to tourists in an independent and
effective way using social media, etc.

» Provide enriching experiences and content
(nature, food, traditional arts, activities, etc.)

Realizing higher productivity across the entire Japanese travel industry

Source: Compiled by Mizuho Bank's IRD
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Focus: Mobility changes Strategic direction of Japanese firms

Aviation: Get maximal leisure demand through efforts focused on passenger service for seamless travel

m Airlines should maximize their existing strengths on the service for seamless travel and pursue a leisure-driven demand recovery as far as
possible.

— In the wake of the pandemic, airlines should move to capture growing demand while keeping investment costs in check.
m Airlines can maximize their existing strengths by realizing seamless travel to destinations while raising the appeal of each region.
— Given the changes in demand, airlines will need to provide seamless travel while boosting the appeal of tourist destinations.

The strategic directions airlines should take based on changing demand, etc.

: Leisure-driven demand recovery
Changes to air

"domand
demand Capturing pent-up Japanese demand Inbound recovery

Changes to
leisure
customer
movements

Response
direction

Utilize existing travel networks

m Carry out overseas promotions

m Attract inbound tourists

m Utilize existing domestic routes
as much as possible

Develop tourism applications
Strategic

diresiion of m Expand collaborations with MaaS
Japanese FSC m Link up with local transportation
m Link up with local tourist resources

Maximize existing capabilities through software initiatives

while keeping investment costs in check

Note: FSC = Full Service Carriers (airlines that provide conventional traveler services)
Source: Compiled by Mizuho Bank's IRD
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Focus: Mobility changes Strategic direction of Japanese firms

Rail: Rail operators will need to adapt their business models to respond to structural changes in demand

m Pre-pandemic transport demand was bolstered by commuters who used passes, but commuter numbers are expected to fall on the
entrenchment of remote working. Rail operators will need to (1) protect customer bases by providing added value besides transport and (2)

capture consumption and mobility that increasingly takes place within living area.

— (1) Encourage users to continue buying commuter passes by adding services that improve convenience for the user.

— (2) Strengthen the competitiveness of non-transport business not dependent on location factors and create ecosystems along rail lines

using brand strength.

Changes to the demand structure and the strategic direction of rail operators

Changes to the business environment due to structural changes

Fewer people using Stations are losing the Consumption and mobility is
commuter passes power to attract people shifting to living spheres

(1) Protect customer bases by provided added
value besides transport

(2) Capture consumption and mobility that

increasingly takes place within living area

» Improve the convenience and satisfaction
levels of commuter passes through the
addition of services that add value for users

» Encourage users to continue buying
commuter passes through the provision of
services to companies

» Improve non-transport business operations
with the aim of expanding into living sphere
locations and towns

» Build ecosystems and regional platforms
using brands and customer bases along ralil
lines

Source: Compiled by Mizuho Bank's IRD
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