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1.

EBC Comments on Investment Priorities Identified by the Investment
: Promotion Roundtable

The EBC fully supports the first priority of a corporate tax cut.

Results of 189 European companies who responded to a survey of foreign companies in Japan
in October 2010 revealed that 79% expect an increase in profitability and 71% are considering
growth of their operations during the next 6 months. The survey was conducted without any
expectation of a corporate tax cut in fiscal 2011, suggesting the possibility, based on a
conservative estimate, that more than 50% of the roughly 2,500 European companies already
present in Japan might invest further. This could have a significant impact on employment.

The EBC acknowledges the second priority that the Japanese Government must take all
actions necessary to conclude trade agreements, but recommends that in doing so, it
should also eliminate non-tariff barriers. Japan should not focus only on entry to the TPP,
but recognise that the EU is the world’s largest economic block with the world’s highest
GDP. Moreover, Japan and the EU have closely shared values and the potential to
enormously increase their bilateral trade and investment.

A study conducted by a Brussels-based thmk-tank, Copenhagen Economics', found that if non-
taniff and tariff barriers were removed in both Japan and the EU, Japan could achieve an
increase of 6.0 trillion yen (up 60%) in trade to the EU and economic welfare Benefits of 2.1
trillion yen. The EU could achieve an increase of 4.9 trillion yen (up 70%) in trade to Japan and
economic welfare benefits of 3.8 trillion yen. This expansion in trade would lead to increased
mvestment, both foreign and domestic, in facnlmes and employment in Japan.

The EBC also supports the priority on incentives, including additional tax relief, to attract
foreign investment and stresses that these incentives should be made available not only to
new entrants but also to foreign companies who are already present in Japan.

The incentives should be directed towards specific objectives, including but not limited to
investment in research and development (R&D) facilities, establishing Japan as the site of the
company’s Asian headquarters, .investment in business related to green technologies, and
revitalising Japanese companies by injections of foreign R&D expertlse through mergers and
acqulsltlons (M&As). - .

Note: The EBC believes that regulatory reform, including for example, acceleration of the
approval process for new drugs and medical equipment, would be an important measure that should
be included in the top priorities and would have a significant impact on corporate decisions to-
expand in or enter Japan.

About the EBC:

The European Business Council in Japan (EBC)/European (EU) Chamber of Commerce in Japan
is the trade policy and advocacy arm of 17 European national -chambers of commerce and -
business associations in Japan. Established in 1972, the EBC works to improve the business and
invesiment environment in Japan. It currently represents more than 2,500 local European
companies and individuals, some 400 of whom participate directly in the EBC's 28 sector-based
committees. :

Copenhagen Economics, “Assessment of barriers to trade and investment between the EU and Japan", 20609
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