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Foreign Direct Investment (FDI) is essential for Japanese companies because of the following reasons.

(D Decreasing Population in Japan

Working age population is decreasing rapidly in Japan because of decreasing matrimony rate and aging of the
population. To compensate decreasing production and service in Japan, Japanese companies have to focus on
production in the countries which has a great number of population.

@ Decreasing profit from domestic operations

Profit from subsidiaries of Japanese companies in foreign countries is higher than that in Japan. Lower labor cost
and lower material cost abroad benefit foreign operations.

(@ Effect from foreign exchange rate

When Japanese Yen is very strong, companies cannot get much profit or even suffer from deficit. Meanwhile, when
Yen becomes weak, it makes domestic companies difficult to import materials. Japanese companies want a stable
exchange rate to make a stable planning and profit.

Considering mentioned above, it is important to make products in the country where the products are consumed.
To match this changing environment, it is important for Japanese company to change their mind toward a global
economy. Among foreign markets, ASEAN countries achieve the highest growth rate in the world. We’d better
extend our business there. (ASEAN countries) We have to learn more about people and cultures in ASEAN countries
and we can hand down our cultures and technologies to the people in ASEAN countries. We can be more productive
and effective if we can cooperate each other. Universities and corporations in Japan shall bring up more talented
foreign students who can help Japanese companies in the future.
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