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Executive Summary

Japan Market Entry Strategy & Key Findings

|~ Market Environment & Challenges

Large Scale, Structural Shifts Market

Japan maintains stable status as world's 4th largest economy (~$4.2T GDP).
However, rapid aging and labor shortages are driving urgent demand for
productivity solutions and service externalization.

Rising Entry Barriers (2025) Risk

Effective Oct 2025, Business Manager Visa capital requirement raised 6x to 30
Million JPY. This drastically increases financial risk for traditional
subsidiary-first entry models.

Strategic Solution: Proxy Model Strategy

Utilizing Quest Vision as a local Business Proxy/Agency mitigates initial capital
risks, bypasses immediate visa hurdles, and ensures rapid operational start
with compliance safety.

Sector Opportunities & Execution

IT Sector: SaaS & GenAl Growth

Explosive growth in DX-related SaaS and Generative Al markets. Success
hinges on strict compliance with the "External Transmission Rule" and
localization of customer success support.

Food & Service Resilience Opportunity

Inbound tourism recovery boosts premium dining. Market entry requires
navigating strict import regulations and structuring operations to avoid illegal
"name lending" risks.

Phased Roadmap Approach Plan
Phase 1 Phase 2 Phase 3
Validation Proxy Ops Entity Setup
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Macroeconomic Environment

Economic Scale, Demographics & Structural Shifts (2025-2026)

Japan remains an economic powerhouse with high stability, though demographic challenges are reshaping market needs towards efficiency and
convenience.

ECONOMIC SCALE © High Stability DEMOGRAPHICS A Labor Shortage
Nominal GDP (2024) Workforce & Population

~$4 . 2 I Productivity

Workforce Is the Supreme Mandate
World's 4th Largest Economy
Offers high political stability and transparent legal systems, presenting Rapid aging is shrinking the labor pool, compelling accelerated investment in
significantly lower country risk compared to emerging markets. efficiency tools and operational automation.
IMPLICATIONS

CONSUMER BEHAVIOR
Strategic Imperatives

Lifestyle Changes

. 1.

@& Single Households ‘H "Nakashoku" (RTE) [ DX Demand ll Automation
Demand shifting toward convenience, frozen foods, and externalization of dining Foreign entrants must offer solutions that directly address labor shortages
due to demographic changes. (SaaS/Al) or cater to convenience needs.
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Structural Market Changes

Key Trends Driving Business Transformation (2025-2026)

Four critical structural shifts creating new opportunities for foreign entrants:

Legacy IT Risk & System Modernization

Urgent demand to replace aging legacy systems to avoid projected economic losses of 12T JPY/year.
Accelerates cloud migration and infrastructure renewal.

an The "2025 Cliff"

IT Infrastructure

Back-office SaaS Adoption

Shift away from "paper & seal" culture. High demand for Invoice System compliance, e-contracts, HR
management, and collaboration tools.

&» DX Demand

Operational Efficiency

Tourism Boost & Premium Spending

. Inbound Recovery

Tourism Economy

Record visitor numbers driven by weak yen. Significant growth in premium dining, experiential travel, and
luxury retail sectors.

A‘[A Polarization Cost-Conscious vs. Premium

A split market: defensive spending on daily necessities due to inflation, contrasting with willingness to pay
Consumer Behavior

for high-value, health, and quality experiences.
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IT Sector Overview

Market Potential, Demand Drivers & Success Factors (2025-2030)

The Japanese IT services market is poised for robust growth, driven by urgent DX needs and government initiatives, creating significant
opportunities for foreign entrants.

MARKET GROWTH 1 Growing KEY DRIVERS
IT Services Market Demand Catalysts
Py Labor Shortage
2025 2030 e Urgent need for automation

1 3 . 2 3T J PY CAGR 3.39% 1 5 . 03 T J PY o Work-Style Reform

Remote work & efficiency

Steady expansion projected over the next 5 years as digital transformation Gov. Initiatives

becomes a critical business imperative across all industries. Digital Garden City Nation

Eb

REQUIREMENT
STRATEGY

Compliance Readiness
Success Factors P

® External Transmission Rule

AE] o
Japanese UX Strong CS ® APPI (Privacy Law)
Full Localization High-touch Support @ ISMAP (Cloud Security)

Merely translating software is insufficient; strict adherence to Japanese Navigating the complex regulatory landscape is a prerequisite for entry,

business practices and high-quality support are mandatory. especially for cross-border data handling. 6
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SaaS Market Expansion

Market Potential, Growth Drivers & Requirements

. . . = . .
¢* Market Size & Drivers 7= Categories & Requirements
Rapid Market Growth Scale Hot Categories Demand
The SaaS market is projected to reach approximately $13.8 Billion USD by Demand is concentrated in back-office optimization and remote work
2026. facilitation.
Analysts forecast sustained high growth through 2035, driven by the .o
structural shift from on-premise legacy systems to cloud-based solutions @ -
across all industries. Accounting/Finance HR Tech
.2 %
e-Contracts Collaboration
Key Growth Drivers Trends

v SME Cloud Adoption: Small and mid-sized enterprises accelerating Entry Requwements

digitalization. To succeed in the competitive Japanese market, global tools must offer more

. than translation.
v Efficiency Mandates: Work-style reform laws pushing for automated !

productivity.
Deep Localization: Ul/UX adapted to Japanese business workflows.
v Regional Programs: Government-backed digital transformation initiatives . ) ) )
in local municipalities @) Native Support: High-quality, Japanese-language customer service.

=& CS Maturity: Proactive Customer Success programs to drive adoption.
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Al & Generative Al Growth

Market Potential, Verticals & Critical Success Factors (2025-2030)

The Al market is transitioning from early adoption to mass diffusion. Demand for Generative Al is expected to skyrocket, creating opportunities for
specialized, compliant solutions.

MARKET FORECAST ~” Explosive Growth KEY VERTICALS
Generative Al Demand Primary Use Cases
Manufacturing
#Q Predictive Maintenance
~S
® f Finance
O o
Domestic Market by 2030 Risk Management
Services
CAGR ~47.2% Rapid expansion phase 3 Customer Automation
DIFFERENTIATION OPPORTUNITY
Critical Success Factors Entry Strategy

Localization First

0= (C] O

Japanese NLP IP / Copyright Privacy Law Foreign Al companies must move beyond translation to full cultural and legal

adaptation. Trust in data handling is the primary currency in the Japanese B2B
Superior NLP capabilities and strict adherence to Japanese compliance market.
standards are prerequisites for entry.
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IT Regulatory Environment

Amended Telecommunications Business Act: "External Transmission Rule"

§§ 1. Scope of Regulation Applies to Foreign Operators

Mandatory for any website/app operator (including foreign entities) directing services to Japanese users that transmits user data
(Cookie IDs, browsing history, etc.) to third-party external servers (ad tech, analytics, etc.).

2. Requirements (Compliance Checklist) 3. Standard Practice

Operators must implement ONE of the following measures: @ Create Policy Page

Most companies choose "Publication". You must create a
dedicated "External Transmission Policy" page listing:

« A. Notification or Publication

Disclose data content, recipient names, and usage purposes via a pop-up or easily @ Information being sent
accessible page. (Most Common)
@ Destination (Recipient)

@ Purpose of use

B. Consent (Opt-in)
Obtain explicit user consent before transmission. 4. Enforcement

[

© C.Opt-out Mechanism Ministry (MIC) Oversight HIGH RISK

. . Violations result in administrative guidance. Continued
Provide a method for users to stop data transmission.

non-compliance leads to public naming (reputational damage).
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Personal Information Protection (APPI)

Extraterritorial Application & Cross-Border Transfer Rules

® 1. Extraterritorial Scope

The APPI applies directly to foreign business operators that acquire personal information of individuals in Japan in connection with
supplying goods or services to them, regardless of where the server or entity is located.

2. Cross-Border Transfer Requirements 3. Security Obligations

@ Robust Security Measures
Transferring personal data to foreign servers requires strict adherence:
Operators must take necessary and appropriate action for the

security control of personal data, including measures to prevent

leakage, loss, or damage.
ks A. Prior Consent

Must obtain the principal's opt-in consent specifically acknowledging the transfer
to a foreign country.

4. Breach Response

@® B. Information Provision

S . . . . i STRICT RULE
Must provide information on the personal information protection system of the Mandatory Reporting

destination country to the user. In the event of a data breach (leakage), reporting to the PPC

(Personal Information Protection Commission) and notifying
affected individuals is mandatory.

10
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Food Market Structure & Trends

Market Size, Growth Categories & Import Dynamics

& Market Overview & Growth

Vast Retail Market Scale
The Japanese food retail market remains massive, valued at approximately
$193 billion. It serves as a stable foundation for new entrants despite
demographic shifts.

High-Growth Sectors Trends
Significant expansion in "quality-up" frozen meals and functional foods. The
market is shifting from mere preservation to high-quality, restaurant-grade
at-home dining.

Demographic Drivers Drivers
Rise in dual-income households and an aging population creates structural
demand for convenience, ready-to-eat solutions, and health-oriented
products.

AAn
ame
A\ /4

Import Dynamics & Strategy

Robust Import Demand Demand
Despite a weaker yen, demand remains strong for imported cheese, wine,
meat, and coffee. Japanese consumers continue to value authentic foreign
brands.

Trade Competitiveness FTA
Free Trade Agreements (CPTPP, EPA, etc.) have reduced tariffs, improving
price competitiveness for products from member nations entering the
Japanese market.

Positioning Strategy Strategy

To avoid commoditization, entrants must clearly market value-adds.
Emphasize Organic, Gluten-Free, Vegan, or specific provenance to capture
premium segments.

11
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Food Service (Restaurant) Market

Market Potential, Challenges & Technology Trends

14 Market Opportunities A Challenges & Trends

Inbound Tourism Surge Growth Fierce Competition Risk
The post-pandemic recovery has led to record numbers of foreign visitors. The market is saturated and highly competitive. Even global giants (e.g.,
With the yen remaining relatively weak, tourist purchasing power has Wendy's) have faced historical exits and re-entries, highlighting that brand
significantly increased, driving demand for dining experiences. power alone is insufficient without strategic adaptation.
Global Culinary Capital Potential Labor-Saving Tech (DX)
Tokyo holds the most Michelin stars globally, indicating a sophisticated market Severe labor shortages are driving rapid adoption of "Food-Tech" solutions
open to high quality and diversity. There is substantial opportunity for such as serving robots and mobile ordering. The key is balancing efficiency
premium concepts that offer unique value propositions. with high-quality Customer Experience (CX).
Localization Necessity Key Factor
Success requires rigorous localization to match Japanese tastes and service
expectations ("Omotenashi"). Foreign entrants must customize menus and
service flows rather than simply transplanting models.
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Food Regulatory Environment

Key Compliance Requirements for Market Entry: Food Sanitation Act & Labeling

@@ 1. Import Notification & Positive List
Mandatory submission of "Import Notification" to Quarantine Stations for all food products for sale. Japan enforces a strict
"Positive List" system for additives and pesticide residues—ingredients legal in other countries may be prohibited in Japan.

2. Importer Requirement (IOR) 3. Labeling Standards

Who can submit the Import Notification? ® Mandatory Japanese Labeling

Products must have labels in Japanese detailing ingredients, expiration dates,
preservation methods, and country of origin.

@ Japan Resident Entity Only

Only a Japan-resident individual or a Japan-registered

corporation can act as the "Importer of Record" (IOR). A 8 Mandatory Allergens (As of 2025)

% Shrimp 4 Crab
( Wheat = Buckwheat
Egg Milk
© Foreign Entity Restriction
4 Peanut @ Walnut (NEW)

A foreign entity without a Japan branch cannot file this

notification directly. A local partner (IOR) is essential. *Walnut added to mandatory list effective 2025.

13
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2025 Visa Tightening

Business Manager Visa: Regulatory Changes & Impact Analysis

A Effective October 16, 2025, the requirements for the "Business Manager" visa were drastically tightened, creating a significant entry barrier for foreign entrepreneurs.

&lo Requirement New Rule (Post-Oct 2025)

) 5 Million JPY 30 Million JPY [ Significant financial
E¥ Capital burden for early-stage
6x Increase startups.
Optional Mandatory 1+ Full-time A7 |Immediate fixed cost

2e2 Employees

Resident Employee increase.
. . . 3+ Years Management Higher bar for youn
& Experience Not strictly required g O Hig young
Proof Required entrepreneurs.

Strategic Implication: The "30 Million JPY Wall"

The traditional model of establishing a wholly-owned subsidiary to "test the market" has become irrationally risky and cash-intensive. Locking up ~$200k USD
before validating product-market fit is a major hurdle. This regulation paradoxically enhances the value of the Business Proxy Model to bypass initial
capitalization.

14
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Business Proxy Model Strategy

Strategic Entry & Operational Framework

2 Rationale & Deployment Modes

Strategic Rationale Problem Solving

Designed to bypass the "30 Million JPY Capital Wall" imposed by the 2025
visa regulations.

Allows foreign entities to operate compliantly and generate revenue before
committing to the heavy costs of establishing a local subsidiary.

Operational Modes by Sector Execution

IT & SaaS
Distributor / Reseller Model

Food Import

Importer of Record (IOR) via Partner

Restaurant / Service

Management Entrustment / Franchise
(Strictly avoids illegal "name lending")

4 Strategic Benefits

Faster Market Validation Agility

Launch operations immediately without waiting for incorporation or visa
processing (typically 4-6 months). Test product-market fit with minimal fixed
costs.

o Reduce Time-to-Revenue by 50%

JPY Invoicing & Trust Finance

Japanese B2B clients strongly prefer domestic bank transfers and JPY
invoicing. A local proxy removes cross-border payment friction.

A . .
a Seamless domestic transactions

Local Compliance Safety Legal
Ensures full adherence to Japanese laws (External Transmission Rule, Food

Sanitation Act) through an established local entity, protecting your brand
reputation.

15
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Company Profile

Strategic Partner for Japan Market Entry

@

QUEST

VIISION

Quest Vision Co.,Ltd.

Business Proxy Partner

0%
Yokohama, Japan
*Strategic Zone for Startup Visa
September 2024

sl

-

Consulting & Business Agency

Focus Areas

Hands-on Consulting

&
Not just advisory; practical operational
support and execution.

& Sales Agency

[~
Acting as local sales arm (Eigyo-daiko)
for IT/SaaS products.

Key Strengths

Execution Focus

Beyond theory. We implement,
sell, and operate on your behalf.

Company Confidential © Quest Vision All rights reserved.
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Digital Marketing

Localized LP creation, ad
operations, and lead generation.

Japan Entry Support

Comprehensive launch pad: legal, visa,
and office setup.

Partner Selection

Finding compliant importers,
distributors, and logistics partners.

IT Implementation

Technical understanding of
SaaS/Al tools for smooth rollout.

16



Proxy Feasibility by Sector

Suitability Analysis for Quest Vision Inc.

o Legal regulations vary significantly by industry. While IT services can be proxied straightforwardly, Food and Service sectors require careful structuring to manage
"Importer of Record" duties and operating licenses.

Feasibility 1 Proposed Scheme v= Key Considerations

Handles Japanese contracts & JPY billing

Authorized Distributor
2l IT/ SaaS v High Manages "External Transmission" compliance

Quest Vision acts as local reseller .
Lowest regulatory barrier

Quest Vision submits Import Notifications

Importer of Record (IOR
¢4 Food Import Conditional P ( ) Physical warehousing via 3PL partner

With Logistics Partner . . .
Strict labeling & Quarantine checks

"Name Lending" is illegal

Management Entrustment

oae Operations delegated via formal agreement

w Restaurant Complex
Or Franchise Model . . . .
Requires clear separation of license/capital

Quest Vision Advantage

@ While IT market entry is streamlined, the Food and Restaurant sectors face physical and legal constraints. Quest Vision provides the necessary local entity status
to clear these hurdles without the immediate need for a fully capitalized subsidiary, bridging the gap between market testing and full entry. 17
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Yokohama Startup Visa Advantage

Strategic Entry & Capital Requirement Mitigation

|
@ Core Benefits & Use Cases 2 Strategic Value & Outcomes
6-12 Month Grace Period Capital Relief
Why Yokohama?
Allows foreign entrepreneurs to reside and operate in Japan for up to one year
without meeting the immediate 30 Million JPY capital or 1+ employee
requirement. a Reduced Cash Risk

Avoid locking up significant capital before achieving
© Time to secure funding R Prepare office setup product-market fit. Use the grace period to generate initial
traction and revenue.

Evecut 5 Time to Localization
H H H xecution
Strateglc Validation Phase Gain 6-12 months to adapt products, build local networks, and

secure Japanese partners without the pressure of heavy fixed

v Collaborate with Quest Vision for initial market testing
costs.

v Establish physical office presence in Yokohama

v Prepare for smooth transition to full Business Manager Visa

@ Quest Vision supports application & office setup

18
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Recommended Roadmap

Strategic Implementation Plan (12+ Months)

A phased approach designed to minimize initial capital risk, validate market fit via proxy, and transition to a full entity only after

establishing traction.

MONTHS 1-6

Phase 1: Validation

Market Testing & Setup

e Contract Quest Vision
Engage as local consultant/agent.

e IT / Web Localization
Launch localized LP; proxy handles inquiries.

® Market Testing
Small batch food export / Pop-up events.

@ Visa Preparation

Apply for Yokohama Startup Visa (6mo grace).

Product-Market Fit Validated

MONTHS 6-12

Phase 2: Agency Ops

Scaling & Formalizing

e Formalize Agreements
Sign Distributor / IOR contracts.

® Scale Operations
Increase sales volume & import frequency.

@ Physical Presence

Set up restaurant/office under Startup Visa.

e Capital Accumulation
Generate local revenue to fund entity.

Sustainable Revenue Stream

Company Confidential © Quest Vision All rights reserved.

YEAR 1+

Phase 3: Entity

Full Establishment

® Incorporate Subsidiary
Establish KK (Kabushiki Kaisha) or GK.

@ Capital Injection
Inject 30M JPY to meet visa requirement.

@ Visa Transition
Obtain full Business Manager Visa.

o Contract Transfer
Shift contracts from proxy to new entity.

Full Independence

19



Conclusion & Next Steps

Market Summary & Action Plan

>~ Market Key Indicators (2025-2030)

Japan GDP IT Service Market

~$4.2T 15.03T ey

= Immediate Actions

v Compliance Check

Review "External Transmission Rule" and create policy page if using
cookies/analytics.

v Define Proxy Scope

Decide between Distributor Model (IT), IOR Model (Food), or
Management Entrustment (Service).

v Assess Visa Strategy

Evaluate eligibility for Yokohama Startup Visa vs. immediate capital
injection.

SaaS Market GenAl Market Visa Capital

$13.8B ~1.7T ey 30M.py

< RFP / Next Steps

¥ Contact Quest Vision

When initiating discussions, please clarify the following points
to accelerate your entry:

(2] "Can you act as the Distributor for our SaaS product and handle JPY
invoicing?"

"Do you offer Importer of Record (IOR) services, or do you partner
with a logistics firm?"

"Can you support the Yokohama Startup Visa application process?"

20
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