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1. Overview of the Kansai Economy

What i1s Kansai?

Geographical Area
of Activities

Three Definitions of Kansai
1. 6 pref.: Basic concept
2. 8 pref. : Union of Kansai

Governments

Kansai

3. 10 pref. : KANSAI Tourism

Kansai includes:
Osaka, Kyoto, Hyogo, Nara;
Wakayama and Shiga Prefectures
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1. Overview of the Kansai Economy

Kansai in the world

APIR

GDP comparison with countries
around the world(2021)

0 200 400 600 800 1,000
(US$ billion)
Turkey 859
Kansai 795

Switzerland

Saudi Arabia 689

Source : World: "World Economic Outlook Database, April 2021.” IMF
Kansai: “Kansai Economic Insight Quarterly No.58"

m Kansal is a huge market with a large population and GRP
m The size of Kansai's economy is equivalent to that of Switzerland

Population comparison with major cities
in the world

18,000 19,000 20,000 21,000 22,000
(Thousand)
Mexico 21.505
City ’
Guangzho 21.489
u/Foshan ’
Kansai 21,454

Source : World :” Demographia World Urban Areas 16t Annual Edition 2020.04”
Kansai: “Population based on the Basic Resident Register " MIC
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2. Recent development of the Kansai Economy

APIR |The iIimpact of crude oil price spike

B A simulation of the impact of the crude oil price spike
due to Russia's invasion of Ukraine

B World crude oil price in Jan-Mar 22: World il Price Assumption: $/bbl
USD 86.6: baseline =USD 100: simulation
(%) o
Real GDP -0.1 -0.3 0 N
Consumer price index 0.1 0.4 :: \ a il M
Corporate Goods Price Index 1.2 3.1 100 A el diinhsY HE
Private final consumption -0.0 -0.2 60.0 \V\ /‘/ \/\»a\ /(
expenditure 50.0 \ » e
Private non-residential capital -0.0 -0.2 40.0 \\1 a
investment 30.0
Export -0.3 -1.2 e 35835508356330633500635008500863506083806833505850
Import -0.0 -0.3 e |oas Loas | [ oas [ [ om0 |2 |2 |23 [
B Combined effects of prolonged high oil prices =
—Trade contraction, falling stock prices, a weak yen Source: APIR “Japanese Economy: Analysis and

Forecasts No.137"

—Further decline in growth and acceleration of inflation
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2. Recent development of the Kansai Economy

APIR How Russian invasion of Ukraine affects Kansai?
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Economic impact of Russian invasion of Ukraine on Kansai’s economy

Share of EU's
Exports to Russia
4.3%

Russian Federation
GDP: $ 1.6 trillion

m
EU k+¢¢¢+¢¢¢+¢¢¢;}

GDP: $ 17.1 trillion mm

Share of EU’s Imports . .
from Russia Economic slowdown in Europe leads to
a decline in China’s export.
Share of China’s Imports . .
from EU = Kansai’s economic slowdown due to
11.6% . .
Share of China’s Exports h|gh dependency on Ch|na.
fg.E‘L’jo Share of Kansai’s
Exports to China
. 26.2%
China =
GDP: ¢ 16.9 trillion L I
T T Kansai
Share of Kansai's T (S|X prefectureS)
Imports from China $ 763.8 billion
Japan
\ GDP: $ 5.1 trillion /
Trade share is in 2021 (Based on data by CEIC, IMF and Osaka Customs, 2021)
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2. Recent development of the Kansai Economy
APIR Trade relations between Kansail and Switzerland
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Kansai Exports to Switzerland,2021,Total: 44.4 bn yen
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Kansai Imports from Switzerland,2021,Total: 222.7 bn yen
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2. Recent development of the Kansai Economy

Comparison of Forecasts for Kansal and Japan

B Kansai will outpace national

growth from FY 2021 to FY 2023,
thanks to the contributions of
public demand and net exports

B Public demand in Kansali is expected
to grow faster than in Japan as a
whole due to public works projects
In preparation for World Expo In

2025

B In terms of external demand, strong
exports to China and other regions in
Japan are factors boosting growth
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-4.5
2019 2020 2021 2022 2023
=O=Kansai =O=Japan FY

Comparison of Forecasts for Kansai
and Japan

Source : APIR “Kansai Economic Insight Quarterly No.58"
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3. Kansai Economy: signs of an upturn?

AP IR The Sinking Kansai Economy: “The 15% Economy”

B Kansal Economy's Share In

Japan’s GDP declines rapidly in Declining share of Kansai Economy
20 years after Osaka Expo 20.0% 19.3%
« 1970 — 1989: 3.1%pts 19.0%
decline in 20 years 18.0%
« 1989 — 2018: Only 1%pt 17 0%
decline in 30 years .

0,
16.0% 15.2%

B Background: slower growth in
Kansal than the rest of Japan

B Challenges in changing
Industrial structure: Absence of
profitable industries

15.0%
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Kansai Economy's Share in Japan’s GDP
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3. Kansai Economy: signs of an upturn?
APIR The reason behind Kansai’s ailing economy: lack of investment

u InveStme_nt iS a majOr faCtor in ] o Investment Ratio : Nationwide vs. Kansai
determining the rate of economic % s, — T
g rOWth 32:0 5 30.8 Kansai

B Economic growth= investment rate
/ marginal capital coefficient 25 A

] ] 28.4

B The rate of economic growthis  *¢ /. \/\ 1,
proportional to the rate of s
Investment Neo

B Kansai's investment rate declined 728834942888 RRRERR
after the 197_0 _Expo until the mid- Investment ratio in Kansai and Japan
1980s, remaining 2-3 pts lower
than the national rate Kansai's challenges are lack of

investment and failure to shift to
profitable industries
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3. Kansai Economy: signs of an upturn?
AP IR World Expo 2025 expected to raise the investment rate

B According to APIR estimates, a 1% pts increase in Kansal's
investment rate would increase its growth rate by 0.36%pts

Initial investment 189.7 bn yen 1,080.0 bn yen 1,269.7 bn yen

Kansai's growth rate +0.08%pt +0.45%pt +0.53%pt

Implication: Investment attraction will lead to

accelerated growth and a possible reversal of
Kansai's declining share
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3. Kansai Economy: signs of an upturn?

APIR Using the 2025 Osaka/Kansai Expo as a catalyst for a

turnaround and sustainable growth

Background

Strategy

EXPO '70 did not lead to economic growth in Kansai. However, infrastructure is
in place and ready for Kansai's economic turnaround (“Ready to Go“)

To attract growth industries (innovation industries), investment and human
resources

Introduction of a sense of belonging to "Kansai" ("We are Kansai") (residents and
local governments)

A chance to pioneer a society where men and women, young and old, locals and
foreigners can lead vibrant lives

A chance to build on Kansai's strength: Kansai more open to the world

B Establish the strengths of the Kansai region as the “Kansai Brand” and

disseminate it to the world

Kansai Brand
An innovation-friendly region

A livable region rich in history, culture, and nature

11

©2022 Asia Pacific Institute of Research. All Rights Reserved



