TDB Trends Research (Research & Summary for March 2021)

Domestic economy improved
for the second straight month e-mail : keiki@mail.tdb.co.jp

~ The movement of people has gradually become more active
after the state of emergency was lifted. ~

(Companies researched: 23,703; Valid responses: 11,261; Response rate: 47.5%;
Survey start date: May 2002)

By industry : The economy turned positive in all ten industries, and

< Overview of March 2021: Upswing > continued an upswing mainly in semiconductor and automobile.

The economic diffusion index (DI) in March 2021 was 38.0, up 2.2 points from
the previous month for the second straight month. The domestic economy has By size : The economy turned positive in all sizes for the second straight
gradually become more active after the state of emergency was lifted, and month. Household consumption remained strong.

improved for the second straight month.
By region : The economy improved in all ten regions for the second

straight month. DI rose in 45 prefectures, compared to the same month

< Future outlook: Moderate upswing > last year.
The economy is expected to improve at a moderate pace, albeit with

downward risk.
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Economic Diffusion Index (Economic DI)1/2

Ratio to the
Mar-20| Apr-20|May-20| Jun-20 | Jul-20 | Aug-20| Sep-20 | Oct-20 | Nov-20| Dec-20 | Jan-21 | Feb-21 [Mar-21|  Previous
Month
Total 32.5125.8]25.2127.6(29.1(29.7]31.6[33.8]35.4|35.0]33.9(35.8]38.0 2.2
Large Firms 34.8128.2128.1[30.1[31.7(32.4]33.9[36.4]37.6|37.4]36.3(38.2]40.2 2.0
Small to Medium-sized Firms 32.0[25.3]124.6(27.0]28.5[29.131.1(33.3|34.9]34.5(33.4]35.3(37.5 2.2
Micro Firms 32.3125.4124.6[27.8(29.4(30.0]32.0[33.9]35.2|34.2|32.8(34.7]36.7 2.0
Ratio to the
Mar-20| Apr-20| May-20| Jun-20 | Jul-20 | Aug-20| Sep-20 | Oct-20 | Nov-20| Dec-20 | Jan-21 | Feb-21 [Mar-21|  Previous
Month
Agriculture,Forestry,Fisheries 32.8128.2125.1(29.6]31.4[31.030.3[34.438.7]35.4(30.9]33.8(35.0 1.2
Finance 33.3[27.3]28.7(32.4]131.5[32.635.3[38.3|37.7]35.6([36.1]38.3[39.2 0.9
Construction 41.5(33.9(33.5]36.3[37.5]38.4(40.4]41.1]41.8[40.9]39.4[40.6]41.6 1.0
Real Estate 31.6[21.9]23.5(29.2]32.5[33.1|35.6[36.436.8]36.4[35.5]38.3[40.6 2.3
Food,BEWerages,Livestock Feed 28. 4| 24. 24.6(27.2]129.6(30.5]132.0(34.236.0]32.5(30.7]30.8]34.4 3.6
Textile,Textile Products,Clothing 23.2(16.7)17.7]17.9[19.8]20.3(23.5]|24.7]26.8]26.1]24.5[26.0]26.8 0.8
Construction Materials, Furniture,
Ceramics,Stone and Clay Products 33.4129.2)26.5(28.1]28.3[29.8131.3[35.1|35.4]36.0(37.3]37.2(37.8 0.6
Pulp, Paper and Paper Products 29.2124.0]21.4(19.3[21.0]22.9]24.1(26.2(29.2[29.3]27.6]29.4(33.0 3.6
Publishing,Printing 23.1(16.8114.4]16.0|15.8]18.8(20.4]21.9(22.7]21.8]20.2]22.2(26.0 3.8
Manufacturing Chemical 32.1(27.5]125.3]25.9(27.3|27.8(31.1]34.4]37.7(39.3[38.0]40.9(43.3 2.4
Steel,Nonferrous Metals,Mining 29.0]23.6]21.5[20.8(22.3]23.6]25.4(29.2(33.1[34.3]33.9]37.0(39.3 2.3
General Machinery 31.1125.3]123.6[23.5[24.6[25.0]26.5[29.1]31.7|33.5]33.6(36.9]41.2 4.3
Electrical Machinery 32.7127.6]26.1(27.0]127.5[27.7128.9(33.0(34.8]35.5[36.1]39.6(42.6 3.0
Transportation Machinery,Equipment |[34.2[22.218.2]18.1[21.2(24.2]27.8]34.9]36.3(40.1[40.1]40.3]45.3 .0
Precision Machinery, ~
Medical Instruments and Equipment 34.8127.2]26.3(28.6]28.1[29.6(30.2[32.7|35.5]37.1(37.9]142.4(44.6 2.2
Other 31.1120.7)19.8(23.9]25.2(22.8]26.3(29.0[29.6[31.9|31.5]31.4[34.1 2.7
Total 30.3124.7]23.0123.6(24.9(25.9]27.8131.0]33.333.9]33.4(35.6]38.5 2.9
Food,BEWerages 25.6(21.3121.0]24.5[27.3]27.2(30.2]32.0]31.6[29.5]26.8[29.2]30.7 1.5
Textile, Textile Products,Clothing 16.4(10.3|11.4[15.8118.2]18.0[19.4]22.6(22.3]22.7[21.2]19.8(23.9 4.1
Construction Materials,
Furniture,Ceramics, 34.4127.9127.7(29.6]30.2[30.431.7[33.9]35.9]36.1(34.7]34.8(36.7 1.9
Stone and Clay Products
Wholesale Paper Products,Stationery,Books 27.5(22.0119.1]19.0[21.9]23.2(24.0]26.9]26.7[28.3]26.3[29.3]32.2 2.9
Chemical 33.2128.9127.4(27.6]29.2(29.5]30.1(32.3]36.1[35.7|34.3]37.7[39.1 1.4
Recycled Resources 21.2|18.7118.8[23.8124.5]27.8(30.2]32.9(38.7)|44.4|45.642.4(45.4 3.0
Steel,Nonferrous Metals,
Mining Products 27.8(23.2122.8(24.0124.5]25.3126.4]30.5(32.1]134.0]32.6(33.4(36.0 2.6
Machinery,Equipment 33.0[25.9025.1(27.4]29.0(28.6]30.6(33.1|34.6|34.434.6]36.7]39. 2.8
Other 26.5[21.4]19.8(23.1]25.1]25.4127.6(30.6[33.0]31.6(29.0]31.3(34.4 3.1
Total 29.4123.7123.0(25.3]127.0[27.1128.9(31.5133.0]32.8[31.6]33.3[35.8 2.5
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Economic Diffusion Index (Economic

DI)2/2

Ratio to the

Mar-20| Apr-20| May-20| Jun-20 | Jul-20 | Aug-20 Sep-20 | Oct-20 | Nov-20| Dec-20 | Jan-21 | Feb-21 [Mar-21|  Previous

Month
Food, BEWerages 25.8]26.3]127.4(30.8]30.7129.1[34.0]38.8|37.0]34.6]33.8(33.1]34.1 1.0
Textile,Textile Products,Clothing 16.2)11.4| 8.8 |23.6(24.7[24.0]19.9(27.8]23.7|22.0]22.7]|21.4(23.3 1.9
Drugs,Sundries 27.5128.7]25.3(32.7]32.7(31.3]32.6(33.3[29.8]31.3(30.2]32.5[31.1 A 1.4
Furniture 22.6(10.8]15.5(31.7]40.038.9[38.5]37.5|38.9]35.4]34.4[36.7]38.9 2.2
Retail EleCtrical, Househ(?ldApp]iances{ 28.4119.3]21.9(33.8]29.8[30.5]30.6]34.2[33.3]29.5(28.3]36.3]34.4 A 1.9

Information Machinery and Equipment
Motor Vehicles,Motor Vehicle Parts 27.9017.0]15.8(25.4]29.3]29.3[32.4]34.6|40.2]37.235.7[37.6]37.0 A 0.6
Special Merchandise 27.40120.2119.9(27.7]30.2130.0[31.6]33.9|33.3]34.7|32.6[35.5]35.9 0.4
Various Merchandise 29.3(32.3129.9(34.5]140.9(36.9[37.0]37.6|37.3]39.2]38.7[36.2]37.3 1.1
Other 31.8]26.9]30.6[31.8]126.7[25.9]33.3]33.3[34.8]33.3[30.3]33.3]35.0 1.7
Total 26.70121.2121.1(29.1]31.030.3[32.1]34.8|35.0]34.2(32.9[34.5]34.9 0.4
Transportation,Warehousing 27.7(22.422.7]|21.5]24.2]25.4(28.1[30.1]32.5]/31.5]30.0|31.7(33.9 2.2
Restaurants 14.2]1 4.3 | 5.5 [13.8]13.7|12.7|14.5]18.2(21.0]15.3]10.3[12.8]18.9 6.1
Postal,Telecommunications 50.0(30.3]33.3(43.3]41.7|42.6|46.7]41.7|47.2]38.9]46.3[38.1]43.8 5.7
Electricity,Gas,Water,Heat 40.5(28.4132.4(34.4]34.9142.5[42.5]40.440.0]38.6|42.5(39.5]47.1 7.6
Leasing,Rentals 34.0027.8129.1(30.2]31.432.7|34.5134.9|37.5]36.2]33.5[32.8]35.0 2.2
Lodging, Hotels 7.011.5[2.9]4.8]5.1]6.0]12.4(27.2]28.8[11.9] 3.4 4.4(10.9 6.5
Recreation 17.0] 5.6 | 9.3 |11.5]17.5[22.9]22.423.7]29.0|27.0(24.0]25.8(33.1 7.3
Broadcasting 29.8(22.9122.5(26.7]25.6|34.5[33.3]34.438.6]42.2]36.3[42.6]51.0 8.4
Service Maintenance,Guarding, Testing 36.0[27.5]126.6(29.9]33.2|34.1(36.5]38.5|38.5[38.6]36.3|37.5]40.4 2.9
Advertising 21.3|11.3]10.7(14.3]19.0|18.0[20.4]21.1|22.3]22.5/20.2[24.7]26.5 1.8
Information 43.9133.7]|34.0(35.8]37.2(37.9]38.9[40.1[41.6]|41.2(41.3]43.6|45.5 1.9
Labor Dispatching 34.1121.0]20.0[25.3124.6(25.4]26.7[29.2[34.3|31.5(31.6]33.6|34.1 0.5
Special Services 40.4(31.4132.2(35.0]36.7|36.1[40.0]40.7|42.5]41.0]38.8[42.9]43.6 0.7
Medical,Welfare,Public Health 35.90126.4126.1(30.5]29.931.0(31.4]33.6|34.9[34.8]32.7|34.7|37.1 2.4
Education 29.7[13.9]18.8(28.0]29.5|31.7(34.0]34.7|34.0]34.0]33.3[34.0]32.1 A 1.9
Other 29.2121.2]21.8(26.6]28.7(28.4]31.1|31.6[31.4]32.6(30.9]34.2]34.5 0.3
Total 35.3]125.8]26.1[29.431.2(31.8]33.9]35.1[36.8]35.7(33.9]36.5[38.5 2.0
Other 29.8(24.4126.2(27.1]29.328.8[31.5]128.2(29.4]30.8]29.5[30.5]34.4 3.9
Ratio to the

Mar-20| Apr-20| May-20| Jun-20 | Jul-20 | Aug-20 Sep-20 | Oct-20 | Nov-20| Dec-20 | Jan-21 | Feb-21 [Mar-21|  Previous

Month
Hokkaido 31.0(28.4]127.5(30.6]32.3|33.4[34.4]36.0(34.4]33.032.4[33.9]35.3 1.4
Tohoku 30.7]126.0]25.3[28.5]129.7(30.4]32.6]|34.4[36.0]35.4(33.8]35.4]36.8 1.4
kitakanto 31.8(25.8]24.5126.2(27.1]28.0(30.6]33.2[36.6]35.9]/34.9(37.2]39.2 2.0
minamikanto 34.1|26.3]25.5/28.4[29.7]30.4(32.3]34.2]35.3[35.2]134.0(35.9]38.4 2.5
Hokuriku 29.7124.9(25.1]126.5[27.5]128.5]30.0(31.8]34.7]35.0[32.7]34.6|38.2 3.6
Tokai 31.4]23.7(23.4]25.3(27.0]27.7]30.3[32.6]35.6|35.3]|34.1]36.138.4 2.3
Kinki 30.4123.9(123.8125.9(27.8]28.1[29.5[32.4]34.133.9]33.1]|35.5[37.4 1.9
Chugoku 33.8|27.0]25.7127.2(29.4]129.7(32.0]34.3|35.5[34.8]|34.5(36.2]37.7 1.5
Shikoku 36.4130.8]28.5[30.3[30.5]31.5[32.6]33.9]35.3|35.4]33.8|35.4]37.5 2.1
Kyushu 35.3|27.5]27.4129.7(32.5]31.8|34.2]36.9]37.7[36.9]35.3[37.0]39.0 2. 0]
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Survey of Corporate Attitudes towards Performance Outlook for 2021

Performance outlook and profit change forecasts for 2021 at odds

— Cash flow difficulty is evident in the service sector catering to individuals —

Economic activities in the domestic economy continue to be affected by the
novel coronavirus disease (COVID-19). Although the state of emergency was
lifted and bright signs are beginning to gradually appear, such as vaccinations
and the creation of a demand that matches the new lifestyle, “stronger
measures to prevent the spread of the deadly virus” have been applied in some
regions, and we don'’t yet see when the situation will return to normal. On the
other hand, an economic recovery is expected through the hosting of the Tokyo
2020 Olympic and Paralympic Games which were postponed from 2020, and
5G (fifth generation of wireless communications systems) kicking into full
swing.

Therefore, Teikoku Databank has conducted a survey of corporate attitudes
towards the performance outlook for 2021. This survey was conducted in
conjunction with the March 2021 TDB Trends Research.

* Survey period: March 18 to 31, 2021; Companies Surveyed: 23,703; Valid
Responses: 11,261 (Response Rate: 47.5%) The survey of the performance
outlook has been conducted every year since February 2009, and this is the
13th such survey.

* Details of this survey can be found on the dedicated Economic Trend Survey
Website (http://www.tdb-di.com).

OTEIKOKUDATABANK,LTD

Survey results (Summary)

1. 27.4% of companies anticipate “increases in income and profit’ in the
performance outlook for 2021, up 13.9 points from the previous survey’s
performance outlook for 2020 (in March 2020). On the other hand, 26.0% of
companies anticipate “decreases in income and profit”, down 18.4 points from
that in the performance outlook for 2020. The performance outlooks for 2021
turned out to be at odds, with some aspects increasing and some decreasing. In
terms of anticipating an increase in income and profit by type of business, that
of automobile and automobile component-related “manufacture of
transportation machinery and equipment” ranked top at 40.4%. In terms of
anticipating a decrease in income and profit, “retail trade, general
merchandise”, including general merchandise stores that enjoyed a booming
home-cooking demand in 2020, had the highest percentage.

2. With respect to upside factors in the performance outlook for 2021,
“convergence of infectious disease” regarding the novel coronavirus ranked top
at 45.6%. “Recovery of consumer spending” ranked second highest at 42.9%, up
8.1 points from the previous survey, followed by “an increase in public works”,
“expansion of economic policies’, “Chinese economy growth”, and “US economy
growth”. On the other hand, “spread of infectious disease” ranked top at 54.7%
in the downside factors, followed by “further downturn in consumer spending”

(35.4%).

3. When asked a question about the company’s cash flow conditions as of
March 2021, 43.2% of companies felt “easy” cash flow conditions, 40.6%
responded “neither”, and 13.6% responded “difficult”. While many said they
have raised funds through special COVID-19 related financing, a severe cash
flow in small companies, particularly in the service sector catering to

individuals, such as “Japanese inns, hotels”, “entertainment services”’, and
“restaurants”, is evident.

TDB Trends Research March 2021



Appendix

1.Research Subjects(Companies researched: 23,703; Valid
responses: 11,261; Response rate: 47.5%)

1.Region
Hokkaido 558 Tokai 1,237
Tohoku 751 Kinki 1,946
kitaKanto 8417 Chugoku 644/
minamikanto 3,421 Shikoku 372
Hokuriku 612 Kyushu 873
| Total 11,261
2.Industry (10 Industries 51 Lines of business)
Agriculture, Forestry, Fisheries 70! Food,Beverages 68
Finance 122 Textile, Textile Products,Clothing 30
Construction 1,833 Drugs,Sundries 22
Real Estate 371 Retail Furniture 15
Food,Beverages,Livestock Feed 381 (450) Electrical Household Appliances,Information Machinery and Equipment 32
Textile,Textile Products,Clothing 122 Motor Vehicles,Motor Vehicle Parts 82
Construction Materials,Furniture,Ceramics,Stone and Clay Products 240 Special Merchandise 149
Pulp, Paper and Paper Products 103 Various Merchandise 49
Publishing, Printing 181 Others 10
Manufacturing | Chemical 433 Transportation, Warehousing 499
(3,099) Steel,Nonferrous Metals,Mining 530 Restaurants 59
General Machinery 496 Telecommunications 8
Electrical Machinery 344 Electricity,Gas,Water,Heat 17
Transportation Machinery,Equipment 100: Leasing,Rentals 131
Precision Machinery,Medical Instruments and Equipment 80 Lodging, Hotels 32
Others 89 Recreation 67
Food,Beverages 392 Service  |Broadcasting 16
Textile, Textile Products,Clothing 197 (1,798) Maintenance,Guarding, Testing 175
Construction Materials,Furniture,Ceramics,Stone and Clay Products 354 Advertising 102
Wholesale Paper Products,Stationery,Books 101 Information 485
(2,972) Chemical 281 Labor Dispatching 63
Recycled Resources 36 Special Services 292
Steel,Nonferrous Metals,Mining Products 308 Medical,Welfare,Public Health 118
Machinery, Equipment 946 Education 27
Others 357 Others 206
Others 47
Total 11,261
3.Size
Large Firms 1,962| 17.4%
Small to Medium-sized Firms 9,299 82.6%
| micro Firms 3,365 29.9%
Total 11,261 100.0%
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2.Research ltems
*Business Confidence (current, in 3 months, in 6 months, in 1 year)
*Business Conditions (sales, purchasing and selling unit price, inventory, capacity
utilization ratio, number of employees, overtime work hours)

3.Research Period and Methodology
Internet-based survey conducted March 18— 31 2021

The explanation of the Economic Diffusion Index

Research Purpose/Researched Terms

TDB Economic Trend Research (started from May 2002) is a monthly
statistical survey conducted for over 20,000 nationwide corporations on their
general business activities including the current condition and future outlook
of the industry business performance and operating climate. The primary
purpose of such a survey is to assess the current state of Japan’s economy.

Selection of the Subject Corporations

Companies of all sizes in all domestic industries are eligible to participate in
the survey.

DI Calculation

The DI (Diffusion Index) is calculated by multiplying the number of responses
for each assessment category by the number given in parentheses in the
table below, to a seven-level assessment rated by companies.

An economic DI of 50 is the point separating good and bad, so a DI over
50 means “good,” and below 50 means “bad.” (The numbers are rounded
off to one decimal place.) No weight is given according to a company's size,
and calculations are made on the basis of “one company, one vote.”

Size Classification

Small to Medium-Sized Firms

(Micro Firms included) e [

Industry Large Firms

Manufacturing and Capital: More than 300 million yen
Other Industries™ and
No. of Employee: Over 300

Capital: Below 300 million yen
or No. of Employee: Below 20
No. of Employee: Below 300

Wholesale Trade Capital: More than 100 million yen Capital: Below 100 million yen
and or No. of Employee: Below 5
No. of Employee: Over 100 No. of Employee: Below 100
Retail Trade Capital: More than 50 million yen Capital: Below 50 million yen
and or No. of Employee: Below 5
No. of Employee: Over 50 No. of Employee: Below 50
Service™ Capital: Below 50 million yen

Capital: More than 50 million yen
d No. of Employee: Below 5

an or
No. of Employee: Over 100 No. of Employee: Below 100

Note1: Large Firms refer to companies that rank in the top 3% in terms of sales volume according to the type of business, among small to midium-sized
corporations excluding micro firms, which are defined in Small and Medium Enterprises Basic Act.

Note2: Small to Medium-Sized Firms refer to companies that rank in the bottom 50% in terms of sales volume according to the type of business, among
those not categorized as small to midium-sized corporations in Small to Medium-Sized Enterprises Basic Act.

Selection category |[[Extremely good good fairly good |neither good norbad|  fairly bad bad very bad
points 6 5 4 3 2 1 0
o escn catogors | No N5 A Ny N, \ No
EconomicDI
_ Totalof (Pointsfor eachcategory< Numberof responsesforeachca‘[egory)>< 1 <100
Numberof validresponsed/
6
_IxXN,
= —leo x 1 x 100
N
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