8 October 2025

Japanese Corporates Look South for Growth

Japanese companies, long accustomed to deploying capital abroad, are intensifying their pursuit of
acquisitions and partnerships in Southeast Asia. The strategic shift reflects both domestic stagnation
and the lure of ASEAN's young and expanding economies. As the Japanese market ages and shrinks,
its southern neighbours are emerging as vital testing ground for innovation and global expansion.

Why ASEAN Appeals

At the heart of Japanese interest is growth. With domestic demand constrained by demographics,
ASEAN offers rising middle classes, fast digitization and youthful populations. For many Japanese firms,
the region provides not only scale but also dynamism.

Key sectors include retail and e-commerce, financial technology and renewable energy, where
Japanese firms see opportunities to combine their technological expertise with ASEAN’s market
potential. Carbon neutrality initiatives make renewable energy particularly attractive, while digital
platforms and consumer services are natural fits for Japanese companies seeking relevance in the 21st
century.

Geopolitical shifts add to the attraction. As tensions complicate supply chains in other regions, ASEAN
stands out as a resilient alternative and a springboard to global markets. Japanese companies
increasingly view ASEAN not only as a source of local demand but also as a strategic hedge to sustain
their international presence.

Governance Gaps and Due Diligence

The opportunities, however, come with obstacles. ASEAN is not a single market but a collection of ten
countries with varying governance standards. Singapore offers world-class transparency, while
emerging economies may present opaque ownership structures or incomplete financial reporting.
Japanese investors, accustomed to rigorous due diligence, often find themselves facing incomplete
accounts, uncertain ownership records or multiple versions of financial statements. This slows
transactions and heightens reliance on local advisors. Successful acquirers typically start small,
building familiarity with regional practices before scaling. Flexibility in risk frameworks and an
appreciation for the uneven pace of regulatory development are essential.
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Attractive Sectors

Sustained Japanese interest is visible across several industries. Consumer goods and retail, financial
technology and services, logistics, healthcare and renewable energy stand out. Logistics and e-
commerce infrastructure are booming across the region, where Japanese operational expertise can
be leveraged. Healthcare and aged care are also fast-growing opportunities.

What began with Japanese trading houses is now expanding to a broader set of players eager to export
medical technology and care models. Renewable energy projects, closely aligned with Japan's
sustainability goals, are another frontier.

Challenges in Risk Assessment

Despite the appeal, Japanese investors often underestimate the complexity of local networks. Beyond
regulatory unpredictability and data reliability, informal relationships and founder dynamics can
strongly influence outcomes. Political risks further complicate investments, as sudden policy changes
may disrupt imports, manufacturing, or distribution. Without strong and trusted local partnerships,
even promising ventures can falter.

Integration Lessons

The most effective integration models are based on partnership rather than control. Japanese
acquirers who impose rigid governance frameworks often encounter resistance. By contrast, those
who provide strategic guidance and resources while allowing local managers autonomy tend to
succeed. Joint leadership teams, cross cultural training and shared performance goals help maintain
entrepreneurial agility while strengthening corporate processes.

A Surge in Activity

The timing of this interest is not accidental. The volume of outbound M&A from Japan in 2025 has
already reached nearly three times the level of 2024. ASEAN, given its demographics, openness to
investment and alignment with Japanese strategic needs, is likely to remain a prime destination for

Japanese corporates.

The Next Chapter

Japan'’s corporate expansion into ASEAN reflects more than a search for growth. It is a recognition that
the region’s dynamism can complement Japan’s technological strengths and management expertise.
If Japanese firms can adapt to local conditions with patience and partnership, their acquisitions can
not only revive their own growth prospects but also accelerate ASEAN's integration into global value
chains.
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To find out more about how IGPI Group can provide support for businesses, browse through our
insight articles or get in contact with us.
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