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I. Market News 
1. Osaka Exchange to become a comprehensive 

exchange 

On 27 July, Japan Exchange Group (JPX) has 
transferred futures & options on precious metals, 
rubber and agricultural products from Tokyo 
Commodity Exchange (TOCOM) to Osaka Exchange 
(OSE), and integrated Japan Commodity Clearing 
House (JCCH), clearing house of commodity 
derivatives, to Japan Securities Clearing Corporation 
(JSCC), to start a full scale comprehensive exchange.  
JPX expects that investor’s convenience and market 
liquidity will be enhanced, as it allows to trade financial 
and commodity derivatives at a single exchange, and 
enhance credibility by integrating the clearing house. 

The biggest challenge for the comprehensive 
exchange is the improvement in liquidity, according to 
Nikkei Shimbun, Japan’s leading financial daily.  In 
2019, commodity futures trading volume in Japan was 
around 19 million contracts, 80% down from the figures 
in 2005.  During the same period, trading volume of 
commodity derivatives outside Japan has expanded as 
a result of economic growth in emerging countries such 
as China and India.  And with global monetary easing 
and low interest rate environment, commodities has 

enhanced its presence among the various investment 
asset classes and global trading volume has grown a 
little less than 10 times to become 760 million 
contracts. 

One of the reasons for the decline of commodity 
futures in Japan is the decrease of individual investors 
as a result of forcible solicitation which became a social 
issue.  There were a lot of troubles with individual 
investors with little experience suffering losses as a 
result of repeated cold calls, and consequently, 
regulation on solicitation was tightened.  In 2005, re-
solicitation to individuals who once declined the 
products was prohibited, and from 2011, uninvited 
solicitation to individuals was prohibited.  As liquidity 
from individual investors declined, it has also made the 
investors with actual demand on spot trading difficult to 
use futures tradings.  There are 25 dealers who 
currently handles commodity futures, but this is only a 
quarter of the number 15 years ago.  It fell into a 
vicious cycle, with number of transactions, customers, 
and dealers all declining. 

The concept of comprehensive exchange was 
expected to be the last resort which could strengthen 
competitiveness of the exchange.  Transferring 
futures & options on precious metals, rubber and 
agricultural products listed on the TOCOM to OSE will 
allow them to be traded at the same exchange that 
trades financial derivatives such as stock index futures, 
and that is expected to attract various investment 
including investment from overseas.  Market 
participants are all the more expected to set up strict 
management structure that complies with Financial 
Instruments and Exchange Act. 

JPX is counting on new entries from the securities 
firms who has huge customer base to turn around the 
sluggish situation.  From 27 July, investors can trade 
commodity futures with the same account that they 
have been trading stock index futures.  But this 
arrangement is limited to precious metals, rubber, and 
agricultural products that were transferred to OSE.  
Energy related products such as crude oil still remain 
at TOCOM, so the customers of securities firms need 
to open a separate account to trade those products. 
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Information compiled from Japan Exchange Group, Nikkei Shimbun 
& Mizuho research 
 

2. Online securities companies are considering 
for a new clearing organization 

Establishment of an independent clearing organization 
is under consideration mainly by the online securities 
companies, according to Nikkei Shimbun, Japan’s 
leading financial daily.  Japan Securities Clearing 
Corporation (JSCC) under the Japan Exchange Group 
(JPX) has been acting as the sole clearing house of 
stocks in the market, but JSCC has maintained the 
same fee structure for more than 10 years, which does 
not reflect various changes occurred in trading 
methods.  The idea of establishing a rival force to 
JSCC will be raised anytime soon at Japan Securities 
Dealers Association, a self-regulatory organization of 
the securities companies. 

A strong competition of the sales commission among 
the online securities companies is the main driver of 
setting up a new clearing house.  From the end of 
2019, many of them have lowered the sales 
commission of investment trust funds to zero.  They 
have been competing for the sales commission of spot 
trading stocks for more than 10 years.  Securities 
companies want to pay less to JSCC, as they also 
receive less commission from investors. 

JSCC has been charging over the transaction amount 
and the number of transactions, but this fee structure 
have not changed for more than 10 years since 
October 2008.  On the other hand, the stock market 
has changed dramatically during the past 10 years 
such as trading in small lots by individual investors and 
the appearance of high frequency trading.  And some 
market participants say that the clearing fee structure is 
not reflecting these changes in the market.  The more 
small lots trading, the more brokers are charged under 
the current fee structure. 

Securities companies in the midst of changes in the 
market and fierce competition are getting frustrated 
about the rigid clearing fee structure.  The idea of a 
new clearing organization seems to be a way to 
bargain with JPX and JSCC over the fee level and 
structure. 

However, it is uncertain whether JPX and JSCC will 

accept the reduction.  Clearing organization prevents 
the chain of bankruptcies by taking over the payment in 
case the proceeds are unpaid by securities company 
that went bust.  Therefore, JPX stands on the position 
that the current fee structure should be maintained to 
provide a secure platform to ensure settlement. 

90% of stocks are traded at the Tokyo Stock Exchange 
(TSE), which is under JPX, and those trades are 
almost automatically cleared at JSCC.  A new clearing 
organization is unlikely to be able to capture these 
trades of TSE.  Thus, multiple plans are emerging 
such as undertaking the clearing of proprietary trading 
system (PTS) and/or “dark pool”, which is a trade that 
securities companies matches their own, and asking 
JSCC to clear the minimum required transactions only 
by netting all the trades beforehand.  All these plans 
do not seem to be carried out anytime soon, however, 
they believe the existing high cost structure will not 
change without introducing a concept of competition. 

Information compiled from Nikkei Shimbun & Mizuho research 
 

3. Survey with companies who held virtual AGMs  

There are two types of virtual AGMs, one is a type in 
which shareholders can exercise voting rights online, 
and another is a type in which shareholders cannot 
exercise voting rights online.  The number of 
companies with fiscal year end in March who held 
virtual AGMs including both types in June were 122 
that accounts for 5.2% of all the listed companies in 
Japan, according to Nikkei Shimbun, Japan’s leading 
financial daily. 

Nikkei interviewed 13 listed companies that held virtual 
AGMs in 2020 allowing to exercise voting rights online 
via internet, 12 of them were willing to hold again next 
year.  6 companies thought that the virtual AGM went 
well, and 7 companies felt that it went as planned. 

On the other hand, among the 13 companies, 11 
companies (85%) replied that they found some issues 
to be considered further.  One of the issues was a lack 
of preparation.  Among the 9 companies with fiscal 
year end in March who held virtual AGMs, 4 companies 
started preparation in March, when COVID-19 was 
rapidly spreading, and 5 companies started preparation 
in April or in May.  As they had limited time to the date 
of the AGM, they were compelled to do a lot of things in 
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a short period of time. 

A remarkable challenge was how to deal with 
shareholders who are not familiar with IT devices, such 
as the elderly.  Shareholders who were not 
comfortable with online AGM has visited the physical 
venue to attend in person this year. 

Some companies found further simplification of 
shareholders’ access to the exclusive site for AGM as 
an issue.  There were some cases in which some 
shareholders complained when the company asked to 
enter the ID consisting of 15 digit alphanumeric 
characters to log in to the AGM site. 

Few shareholders have ever asked questions at AGMs 
held online.  11 companies told that communication 
method with shareholders was a point they paid special 
attention when holding virtual AGMs. 

Other points raised as challenges were “time lag 
between real and virtual environment”, “arrangement to 
tally the votes of shareholders participated online”, 
“improvement of operational system”, etc. 

Information compiled from Nikkei Shimbun & Mizuho research 
 

4. Transition plan of LIBOR to a new interest rate 
benchmark 

The Cross-Industry Committee on Japanese Yen 
Interest Rate Benchmarks (“Committee”) comprised of 
members from public and private sectors has released 
a second public consultation on a new interest rate 
benchmark. 

LIBOR has been used as a benchmark to determine 
interest rates of financial transactions, such as loans, 
bonds and derivatives, but is likely to be discontinued 
by the end of 2021.  The Committee was established 
to discuss a counterplan with financial institutions, such 
as mega banks and major securities companies, and 
corporations being the members, and Bank of Japan 
(“BOJ”) acting as the administrative office. 

The Committee is suggesting the financial institutions 
to cease providing loans and arranging bonds referring 
to LIBOR by the end of June 2021, and drastically 
reduce the balance of transactions referring to LIBOR 
by the end of September 2021.  Not a small number of 
new transactions still refer to LIBOR, and the 

Committee is now encouraging market participants to 
shift to new alternative interest rate benchmark, 
according to Nikkei Shimbun, Japan’s leading financial 
daily.  The Committee aims to accelerate the 
preparation for the transition such as developing IT 
systems and allocating human resources by presenting 
a target date to end the use of LIBOR. 

A survey conducted by BOJ and Financial Services 
Agency (“FSA”) with financial institutions on the use of 
LIBOR in 4Q last year unveiled that there were around 
JPY 164 trillion of total assets for transactions referring 
to LIBOR including loans.  Notional principal of 
derivatives such as interest rate swaps reached 
amounts to JPY 6,300 trillion.  More than half of these 
transactions will mature after the end of 2021, when 
LIBOR rates will cease to be publicised, so they will 
require transition to another interest rate benchmark.  
According to the survey, transactions having a 
provision in the agreement for a transition to another 
interest rate benchmark at a certain date are limited. 

The Committee has also shown a proposed method of 
transition from JPY LIBOR to an alternative interest 
rate benchmark.  The Committee is asking for 
comments and opinions from the relevant parties on 
the transition plan by the end of September, and 
intends to accelerate the transition by the financial 
institutions and operating companies thereafter. 

English translation of the public consultation released 
by the Committee is available at the following URL:  
https://www.boj.or.jp/en/paym/market/jpy_cmte/cmt200
807b.pdf 

A summary of the survey results on the use of LIBOR 
conducted by BOJ and FSA is available at the following 
URL:  
https://www.fsa.go.jp/en/policy/libor/libor.survey.english.
200313.pdf 

Information compiled from Bank of Japan, Financial Services 
Agency, Japanese Bankers Association, Nikkei Shimbun & Mizuho 
research 
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II. New Equities Listing Approvals 

Listing 
Date 

Name of Company ISIN Code MKT 

Sep-17 Yukiguni Maitake JP3947010009 T 

Sep-24 Graphico JP3273870000 J 

Sep-24 Magmag JP3863060004 J 

Sep-24 Toyokumo JP3632650002 M 

Sep-25 I-ne JP3100680002 M 

Sep-25 
STI Foods 
Holdings 

JP3163130002 T 

Sep-28 rakumo JP3967270004 M 

Sep-29 Headwaters JP3835050000 M 

*Information compiled based on postings from the TSE (T), Mothers 
(M), NSE (N)、FSE (F), SSE (S) & JASDAQ (J), Tokyo Pro Market 
(P) 
**Board lot size is unified to 100 
 
 

III. Foreign Ownership Limit Ratio 
Click for up-to-date FOL information: 
http://www.mizuhobank.com/service/custody/actions.ht
ml 

 
 

Please visit our Custody homepage on the Web at: 
http://www.mizuhobank.com/service/custody/index.html 

 

 


