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How your business can respond

 ◆ With international trade relationships 
reorganising, ensure that supply 
chain location matches your firm’s 
strategic goals.

 ◆ Amidst a clouding outlook for global 
export growth, consider whether a 
focus on taking advantage of rising 
household incomes and demand 
from Asian economies may be 
appropriate.

What is happening now
Japanese business sentiment reflects the mixed outlook for trade

The Japanese economy expanded by a solid 1.7 percent in 2017, but momentum 
has slowed this year. The trade expansion has begun to lose steam and despite 
domestic demand being supported by robust investment spending, momentum 
has been held back by a lack of meaningful wage growth. Prospects for a renewed 
upturn in export growth also remain bleak as Japan’s two main trading partners, 
China and the US, are caught in an escalating trade dispute.

This slowing growth momentum is reflected in responses to the latest HSBC 
Navigator survey. Japanese businesses are generally less optimistic about the 
global trade environment than their global counterparts, with only 69% having an 
optimistic view on the outlook compared to 78% globally. Of companies with a 
negative perception of the future, the most frequently mentioned reasons included 
a slowing domestic and global economy as a drag, as well as the US-China trade 
dispute. Despite these concerns, China and the United States were still most 
frequently identified as markets where firms are looking to expand (Fig. 1). Overall, 
only 60% of Japanese firms are confident that their company will succeed in the 
current trading environment, significantly below the global average (81%).

Japan
Outlook for trade clouded by protectionist frictions
Japan benefitted from the robust recovery in global trade last year, but the outlook 
is clouding as global trade momentum slows and risks linked to protectionism 
intensify. Although Japan’s strength in capital goods exports means the country is 
comparatively well-positioned, slowing global trade momentum has unsurprisingly 
weighed on business sentiment.

Source: TNS Kantar

Fig. 1: Which are the top 3 markets where your business will look to expand in 
the next 3-5 years? (Share of respondents identifying each market)
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Policy Developments
Mixed views on the benefits of free-trade agreements

Around half (47%) of Japanese respondents believe that governments of key trading 
partners are becoming more protective of their domestic businesses. While this 
suggests that the actual and anticipated consequences of global protectionism 
are a concern, the Japanese result is below the global average (63%). This may be 
reflective of Japan’s relatively diverse international trading relationships. 

Focusing on the impact of regulations, views are mixed. Japanese corporations 
are almost equally balanced in their views of whether regulations increase (25%) 
or reduce (27%) their own competitiveness, although over a third (37%) agree that 
regulations increase the cost of doing business. 

Looking across a range of trade policy initiatives (Fig. 2), Japanese respondents 
were surprisingly agnostic about the benefits of free trade agreements. About four 
in ten Japanese companies do not expect free-trade agreements to have any impact 
on their business, while just over a third (34%) expect a positive impact. Similarly, 
41% of respondents do not expect industry standard requirements to affect their 
business, while 35% expect them to be helpful.

Fig. 2: Relevance and impact of policy developments in the next 3 years

Interestingly, opinions on the impact of the US-China trade dispute were mixed. The 
proportion of respondents (28%) expecting the dispute to be harmful for business 
was similar to the share expecting it to be helpful; around a third (34%) of respondents 
expect no impact on their business. But this relatively sanguine view may well 
underestimate the knock-on effects to demand through regional supply chains.

How your business can respond

 ◆ Have you explored the potential to 
leverage new developments in data 
analytics (such as machine learning) 
to answer key business strategy 
questions such as price point 
optimisation?

 ◆ Do you have the necessary skills 
within your company to manage 
sustainability?

11%

28%

*May not total 100% due to rounding 
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Relevance and impact of policy developments in the next 3 years
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Trans-Pacific Partnership

RCEP – Regional Comprehensive Economic Partnership
(ASEAN & Aus, China, Japan, Sth Korea, India)

ASEAN-China Free Trade Area (ACFTA)

ASEAN-India Free Trade Area

European Economic Area (EEA) Agreement
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What is happening next for business strategy
Low unemployment and competitive pressures prompt firms to move 
up value chain and focus on skills

In the near future, growing market share was most frequently identified as a key 
focus of shaping company direction by Japanese companies (Fig. 3). Firms also 
commonly identified a focus on productivity, as well as investment in upskilling 
workforces. This may be reflective of the tight domestic labour market in Japan, 
with the unemployment rate at a record-low of just 2.5 percent of the workforce.

The majority of Japanese respondents are currently using data to gain insights for 
their business (Fig. 4). The HSBC Navigator survey shows that 72% of respondents 
report using data to optimise performance, which is on par with the global average 
(75%). The use of transactional (sales) data was most common, with operational and 
customer personal datasets also frequently cited. 

Surprisingly, Japanese companies were generally more sceptical about the benefits 
of new data innovations than their global counterparts. The ‘Internet of Things’ was 
most frequently identified as posing opportunities for business, but the 42% share of 
Japanese respondents who had a positive view of this development still lagged well 
behind the 56% global average. Over half of businesses (52%) believe that virtual 
reality is irrelevant to their business, with a similar proportion stating that 3D printing 
technology and smart manufacturing is not relevant (49% and 48% respectively). 

Fig. 3: Top 3 actions for future 
company direction 

1 Growing market share

2 Increasing emphasis on long-term 
performance/growth

3 Investing in up-skilling workforce

Share of respondent firms using data to optimise performance

72%

75%
Japan Global

Source: TNS Kantar

Data sets currently being used

64%

Source: TNS Kantar

Operational data (e.g. feedback from internal team, 
operational report) 44%

Market data (e.g. trend of oil price, trend of 
commodity price)

44%

Transactional data/Sales data

35%

Customer personal data

23%Web data (e.g. SEO data, Google Analytics)

22%

Social media data (e.g. engagement level, interest trend) 20%

Sensor data (collected from hardware/machines 
e.g. internet of things)

Data sets currently being used

Fig. 4: Using data in business

Share of respondent firms using data to optimise performance
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Internationalisation and digitalisation drive supply chain ambitions

Focusing on planned changes to supply chains, just less than a fifth (18%) of firms in 
the goods sector are looking to change to international suppliers (Fig. 5), while a similar 
proportion (15%) of service industries are planning to do business in new markets 
(Fig. 6). Increased use of technology was frequently cited as a strategy for respondents 
in both the goods and service industries (16% goods, 22% services) in the near future. 
Competitive pressures appear to be the key drivers of this development, as both goods 
and services industries most frequently cited cost reduction as the primary motivation 
for planned supply chain changes (35% goods, 37% services).

It is also notable that a significant proportion of Japanese respondents in both 
the goods (14%) and services (23%) sector are not planning to make any changes 
to their supply chain in the next three years. These proportions are higher than 
global averages (4% goods, 9% services), which may be reflective of the enduring 
Japanese partnership model of production. Concerns over ethical and environmental 
sustainability rank highly among Japanese firms, with only 10% of companies 
across both goods and services industries stating that it is not a focus.

Japan Global

Increasing use of digital/
technology

Changing to lower cost 
suppliers

Centralising supply chain 
management

1
2
3

No changes planned

Transportation/warehousing/
storage management

4
5

Top 5 planned supply chain changes in the next 3 years

SUPPLY CHAIN CHANGES FOR GOODS

Japan Global

Enhancing security/ 
lowering risk

Reducing cost1
2
3

Easier to manage 
supply chain

Proximity to markets

4
5

Top 5 objectives behind the changes

Source: TNS Kantar
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SUPPLY CHAIN CHANGES FOR SERVICES

Japan Global

Easier to manage 
supply chain

Increasing company’s 
profits/revenue

Reducing cost1
2
3

Increasing information 
(better quality information)

Compliance (e.g. from trade 
partners, government, tari�s)

4
5

Top 5 objectives behind the changes

Source: TNS Kantar

Fig. 5: Supply chain changes for goods

Top 5 planned supply chain changes in the next 3 years Top 5 objectives behind the changes

Fig. 6: Supply chain changes for services

Top 5 planned supply chain changes in the next 3 years Top 5 objectives behind the changes
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About HSBC Navigator Japan

The HSBC Navigator survey, which is the largest of its kind, is 
conducted on behalf of HSBC by Kantar TNS. It is compiled from 
responses by decision-makers at over 8,650 businesses – from 
small and mid-market to large corporations – across a broad range 
of industry sectors in 34 markets. Sample sizes for each market 
were chosen to ensure the statistical accuracy of results, with 350 
businesses surveyed in Japan. Global results are based on an average 
of the 34 markets (using weights based on each market’s share of 
world trade). The survey was conducted over a six-week period from 
July to September 2018.

Interviewees were polled on a range of questions including 
expectations around future growth in trade, attitudes toward trade 
policy developments and strategic business plans. The survey 
represents a timely source of information on the fast-evolving 
international business environment.
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