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Executive Summary

In this September, consumer appetite for shopping showed a slight recovery compared with the same month of last
year=2021, but not so much vs. previous month (August 2022) expenditure. While COVID restrictions opened up,
Japanese business sectors and consumers continued to be stuck in ‘high cost low income’ structure of the social
economy. Under the surface more manufacturers like of the electric appliances are shifting their production base and
supply sources back to Japan as they review their supply chains have to be altered after disruptions resulting from
the COVID-19 and the US-China trade war.

On the other hand, recovery of Japan’ inbound tourism
likely muted without Chinese visitors, as Beijing’s
COVID zero policy restricts travelers from leaving
China-far and away Japan’s largest source of foreign
tourist revenue.

Weak yen will definitely encourage more people in and
out of Japan to spend time and money for the tourism
with various purposes. But almost 30% difference of the
currency power due to the exchange rate gap has been
continuing severely to impact Japanese food buying,
manufacturing and distribution power.

On the first Monday of October 2022, Japanese Prime Minister Fumio Kishida pledged just to revive the nation's
pandemic-battered inbound tourism industry by setting a new goal of increasing foreign tourists' total spending to
more than 5 trillion yen ($35 billion) annually. The weak yen is expected to be a further incentive for the
international travelers, with the most of the foreign currencies trading at its highest in some recent years.

Market Intelligence Update:

Needless to say, the risks have become higher for the Japanese food procurement and supply chain management
due to the pandemic and the new critical situation in Russia-Ukraine war. According to the latest overall
verification on the current and potential risks which will impact national food security system by the Japanese
Ministry of Agriculture, Fishery and Forestry (=MAFF); Japan tends to rely just on the limited number of
foreign suppliers, which looks stable but also vulnerable against direct impact to price and volume. Upon
calorie-base, Japan relies on 67% of foreign supplies of agricultural produce and seafood. On calorie base, the
US is the biggest supplier (23%) for Japan, Canada the 2™ (11%), Australia the 3™ (8%) and Brazil the 4™ (6%).
These four are almost fixed as main suppliers for Japan offering 85% of the total to Japan high volume of corn,
wheat, soybean, rape seed, etc. for the edible cereals, oil seed and animal feed, making advantage of their
spacious arable lands. In coming years, the need for Japan’s self-effort to increase more domestic supply must
be heightened regardless international trading climates or simply owing to the various factors. On September
26", Japanese Ministry announced on founding a new government-industry coalition platform called ‘Food
Supply Public-Private Partnership’ to jointly address with the major food industry organizations the issues and
solutions for: food distribution/logistics impacted by pandemic; global warming; food cost hike; new
compliance for food-loss reduction; labor market change, and logistics standardization to be enforced from 2024.

Some of the Japanese agricultural food policy analysts propose to promote domestic consumption of rice flour-
based products, as a weak yen and Russia's invasion of Ukraine have substantially increased the cost of
importing other types of grains. Consumption of rice as a dietary staple has been declining in Japan, as more
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people turn to bread and noodles in the past 50 years. The country's demand for rice for the year from this July
is estimated at 6.9 million tons, falling below the 7 million ton mark for the first time. Against the backdrop of
such dietary shifts, the government has been facilitating farmers' transition to the production of rice for animal
fodder or for making rice flour by giving out subsidies to ease oversupply. Due to higher grain prices, 45 of
Japan's 47 prefectures are likely to increase production of rice fodder from last year. Twenty-seven are expected
to boost output of rice used for making rice flour. Japan imports more than 80 percent of its wheat, but prices
on the global market have jumped since the eruption of war between major wheat exporters like Russia and
Ukraine. The weak yen has further increased domestic prices of products using flour.

Traditionally Japanese seafood-oriented diet patterns used to be paired by the nation’s rice consumption as
staple or source of salt/fermentation of Japan’s native condiments. For many years, Japan has been regarded as
one of the biggest seafood producers/consumers in the world. But it may not be any more as in recent years,
Japanese fish catch & landing volume as well as its per capita consumption have been rapidly slipping and
sliding away. Global warming and recent pandemic situation may be behind these phenomena but more
significant reason for Japanese weakened ‘fish’ power has a lot to do with the fact Japan has become far behind
the other developed countries for pursuing sustainable and responsible fisheries in its own territorial water.
Japanese government has tumbled many times in the past to persuade fishery sector and local harvesters to set
individual catch quota nor fish resource management systems from the scientific point of view.
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resources in the coming years to support Japanese

traditional seafood-oriented dining tables.

Retail Sector

Retail companies facing soaring raw material prices, logistics costs, and a weaker yen which push them to
keep raising consumer goods prices. This move is spreading to food and daily necessities manufacturers, and
convenience stores.

In the consumer end, both Male and Female groups showed improved buying appetite for food, fashion,
dining/drinking-out and travel, according to a recent consumer survey on shopping trends conducted by GMO
Research Company. They seem to be trying to be smarter and choosy for the quality and reasons for the food
and ‘happiness’ even when prices are going up.

September 2022 WUSATA Japan Contractor’s Monthly Report 2



The trade sector efforts to build longer and wider e-to-c shopping platforms driven by more consumer choice
available for the cashless payment via various smartphone apps. Cewpie, Japan’s top mayonnaise/egg product
shareholder and salad dressing manufacturer, just made launch into the home meal set delivery program called
Qummy. Consumers can join in the membership Qummy club to order for home delivery the variety of
packages containing assorted pre-cooked/pre-cut food materials along with the recipes Cewpie offers.
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In the food distribution channels, even in the challenging situation under the pandemic, some of the emerging
players has expanded its business in retail sector.

TRIAL Company based in Fukuoka City (hereinafter referred to as "Trial") is now running 270 retail store
outlets nationwide from Hokkaido to Kagoshima. Its sales turnover for the fiscal year ended June 22 were 597.5
billion yen. The characteristic of Trial is multiple levels of the store size and scale from Super Center to Mega
Center. In the future, the company will promote "retail DX (digital transformation)" and "enhancement of the
chilled/frozen/fresh food category management’ using its agility and efficient merchandising power and
procurement system. Trial is one of the companies who are actively trying to build new relationships with the
overseas suppliers.

Foodservice Sector

Restaurant sales up 19.7% in September, the 10th consecutive month in positive pitch

According to the Japan Foodservice Association, restaurant sales in September increased by 19.7% year-on-
year. This is the 10th consecutive month that the year-earlier results have been surpassed. The seventh wave of
the spread of the new coronavirus infection has crossed the peak, and there were signs of recovery in customer
traffic towards the second half of the month. It has recovered to a level of 5.9% decline compared to September
19, before the corona disaster. By business category, both Japanese & Western style pubs saw the largest
growth. Last year, there were many outlets that could not open, so in reaction to that, the increase was about 5.7
times. However, except for small-scale ones, demand for banquets for wedding, corporate functions, etc. has
not returned to the hotels and banquet hallls, and it remains at a level of 46.3% compared to September 19.
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Dinner restaurants also grew about 1.6 times due to the return of personal demand, but corporate demand on
weekday nights did not return easily, and was down 19.5% compared to September 19. Although family
restaurants increased by 32.1% from the previous month, nighttime attendance, mainly on weekdays, was still
sluggish, and it was down 18.8% compared to September '19.

On the other hand, fast food continued to be strong, up 8.2% year-on-year and 8.3% compared to September
'19, above pre-pandemic levels. The increase in takeout and delivery sales has subsided, but in-store food and
beverage are recovering.

USDA Japan released the following reports in August 2022 relevant to the US food and beverage export
to Japan:

Japan: Japan Opens Comment Period for Soymilk JAS Standard

Japan’s Ministry of Agriculture, Forestry and Fisheries invites public comments on the proposed revision of
the Japan Agricultural Standards (JAS) for soybean milk products. Comments must be submitted in Japanese
by October 8, 2022.
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