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I. Market News 

1. JPX provides securities firms with a space for 
backup systems at its hub in Kansai to reduce 
concentration risks in Tokyo 

Japan Exchange Group (“JPX”) will support the 
operational continuity of securities firms by providing a 
space for backup systems to be used at a time of 
disaster at low costs in its newly established 
telecommunication hub in “Kansai” region in Western 
Japan, reports Nikkei Shimbun, Japan’s leading 
financial daily.  In line with its renewal of the trading 
system, it plans to establish a bipolar structure, one in 
the east and the other in the west.  It will strengthen 
resistance to disasters which is a matter of concern for 
Tokyo as an international financial city, by accelerating 
deconcentration which lags behind the computer 
systems of the banking sector and overseas markets. 

JPX currently has a backup data center in the “Kanto” 
suburbs in Eastern Japan.  In the event of a major 
disaster, such as the Nankai Trough Earthquake, which 
some experts predict to hit the Tokyo metropolitan area 
in future, power and workforce supplies could be 
disrupted and both the primary and the secondary data 

centers could be disabled, as many markets 
participants are concerned about.  Therefore, JPX is 
establishing an alternative data center in “Kansai” 
region. 

In the second half of FY2024, when the core trading 
system “Arrowhead” of Tokyo Stock Exchange (“TSE”) 
is renewed, JPX will close its backup data center in 
Kanto region and switch to a bipolar structure, the main 
one in Kanto region and the back-up in Kansai region.  
Even if JPX's system keeps running in the event of a 
disaster, trading could stop if securities firms' systems 
for accepting orders from investors failed to operate.  
Therefore, JPX will also help securities firms 
strengthen their backup systems. 

Securities firms operate their trading systems by 
connecting them to the physical telecommunication 
hub that is linked to JPX's system via exclusive lines.  
In the past, there were three telecommunication hubs 
in the east of Japan, but this year JPX opened its 
fourth hub in the west. 

JPX will provide a space in its fourth hub in Kansai 
region so that securities firms can place their servers.  
JPX emphasize that securities firms will have benefit 
from use of JPX’s BCP support services since the 
communication line would be shorter than accessing 
from their own backup center if they use JPX’s 
services, for which they would pay less.  JPX aims to 
support securities firms to build up their system backup 
structure. 

Five major securities firms in Japan already have or is 
considering to set up a hub in Kansai region.  Some 
online securities firms have also started their studies 
whether to set up a hub, but many local securities firms 
use joint systems provided by system service 
providers.  JPX is going to further support securities 
firms to establish their systems backup facilities in 
Kansai region. 

In parallel with these moves, JPX will gradually have 
more alternative systems in Kansai.  In July-
September 2022, it will establish bipolar system 
structure in the east and west for spot stock trading, 
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index calculation and derivatives clearing. 

The bank's money transfer infrastructure is already 
operating in a bipolar structure, one in the east and the 
other in the west.  Japanese Bankers Association's 
“Zengin Data Telecommunication System”, which most 
deposit-taking banks are connected to, has data 
centers in Tokyo and Osaka.  There are six sets, or 
three sets of each, of host computers in Tokyo and 
Osaka, and four sets, or two sets of each, are running 
at the same time. 

In the U.S. where multiple exchanges exist, 
deconcentration of systems is way ahead of Japan.  
New York Stock Exchange (“NYSE”) has a backup 
facility in Chicago, which is more than 1,000 km away.  
Currently, there are 16 exchanges, including NYSE, but 
in case one exchange makes a halt, there is a structure 
in place that one of the other exchanges could replace 
it. 

In the western countries, transactions that do not go 
through the exchanges are also active.  In the U.S., 
bilateral trading and Alternative Trading System (ATS) 
account for 30-40% of the market share.  In Europe, 
off-exchange trades account for 30-50% of all 
securities trades.  The share of the TSE in Japan is 
about 90%, and market experts have often pointed out 
the existence of concentration risk under the 
circumstance.  Some market experts believe that 
implementation and more active use of Proprietary 
Trading System (PTS) would be a medium to long term 
solution to this issue. 

Information compiled from Nikkei Shimbun & Mizuho research 
 

2. Parent-child listing is diminishing for more 
than 20% in 5 years 

More parent-child listings, where parent company and 
its subsidiary are both listed, are being dissolved, 
reports Nikkei Shimbun, Japan’s leading financial daily.  
In 2021, 14 listed subsidiaries disappeared to 265, a 
sharp drop by more than 20% from five years ago.  
Companies with controlling shareholders are now 
required to have strict governance to protect minority 
shareholders.  Reorganization of the stock market by 
Tokyo Stock Exchange (“TSE”), putting more emphasis 
on the tradable shares ratio, also plays a part in urging 
companies to give more consideration toward parent-

child listing. 

A financial service information provider analyzed data 
on corporate governance reports submitted to the TSE, 
and as of 10 December, 265 listed companies had a 
listed parent company, which was 14 companies less 
than that at the end of 2020.  In 2021, 21 companies 
decided to dissolve their parent-child listings.  Most of 
them became wholly owned subsidiary of their parent 
company. 

The revised Corporate Governance Code is one of the 
driving forces of the recent structural review.  Listed 
subsidiary may face a potential conflict of interest 
between the parent company and other general 
shareholders.  This is because decisions made by the 
parent company that it believes to be beneficial for the 
group may not necessarily benefit other shareholders. 

Corporate Governance Code, which was revised this 
year, calls for listed subsidiaries to establish a 
governance structure to protect interests of minority 
shareholders and to recruit independent outside 
directors to comprise at least 1/3 of the board 
members. 

The market reorganization by TSE scheduled in April 
2022 is another driving force.  The Prime market, 
which will become the most prestigious market, 
requires 35% or more of the shares to be freely traded 
on the market as tradable shares.  This requirement is 
tough one for a listed subsidiary, which is owned more 
than 50% of the shares by the parent company. 

Conversely, there are some cases where a parent 
company sold their stake of the listed subsidiary to 
dissolve the parent-child listing with a view of raising 
the subsidiary’s tradable shares ratio.  While review of 
the listed subsidiaries ongoing, 7 companies newly 
became listed subsidiary through M&A, etc. 

Even if the listing criteria for the Prime market are not 
met at present, there is a mitigation measure that 
allows companies to be listed on the Prime market for 
the time being if they submit a plan document to meet 
the listing criteria.  The duration of the mitigation 
measure has not been specified.  An analyst at a 
major securities firm said, "It is highly likely that the 
dissolution of parent-child listings will be accelerated if 
the end of transitional measures is announced.” 

Information compiled from Nikkei Shimbun & Mizuho research 
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3. Japanese consortium announced its plan to 
put digital currency into practical use 

A consortium of 74 companies and organizations, 
including major banks and telecommunication 
companies, announced in November that they planned 
to put the digital currency into practical use as early as 
in the second half of 2022, reports Nikkei Shimbun, 
Japan’s leading financial daily.  By using blockchain 
(DLT), it aims to make transactions 24 hours a day and 
real time settlements.  The technology could reduce 
costs of remittances and settlements the companies 
currently pay.  If widely used, it could also trigger 
transactions such as payments on invoice to go digital. 

Digital currency is electronic money that can be used 
just like bills and coins now in circulation, and a 
consortium of companies has announced the outline of 
the currency called "DCJPY".  It plans to start 
demonstration experiment by the end of this year. 

Banks issue DCJPY backed by deposits, and users 
can hold DCJPY by opening accounts for the digital 
currency.  The minimum transaction unit for yen-
denominated digital currencies will be JPY 1, and for 
the time being, it will be available for domestic 
corporations and individuals.  The consortium intends 
to facilitate payments in the digital currencies between 
companies in both directions, while securing its 
creditworthiness being backed by bank deposits. 

A major Japanese electric power company will take 
part in the project, charging companies for electricity 
bills in the digital currency.  It will put it into practical 
use in the latter half of 2022 at the earliest.  The digital 
currency will then be introduced in stages, including (1) 
payments between retailers and manufacturers, or 
wholesalers, and (2) use as regional currencies. 

It also plans to use the system for government 
services.  A provincial government now joins the 
consortium and considers using the digital currency for 
people’s tax payment and their distribution of various 
benefits. 

It is due to the inefficiency of business-to-business 
payments that large companies form coalitions under 
the digital currency concept.  When companies 
purchase goods and services, they use bank transfers 
to make payments online, but in reality, some billing 

operations such as payment on invoice and 
receivables management, are still processed in paper 
form and those operations are cumbersome and yet to 
be fully digitalized.  In many cases, those processes 
take two weeks or a month to be paid, and capital 
efficiency is not good. 

One of the advantages of settlement and remittance in 
digital currency is much shorter time for these 
transactions.  For example, in the demonstration 
experiment by an electric power company, it would 
enable them to set the price to fluctuate depending on 
“supply and demand” condition, and to automatically 
clear the bills at a discount price for stable users.  It 
takes only a few seconds for them to receive money.  
This mechanism would drastically shorten the period 
the bills being in receivables status. 

Another advantage is cost savings.  The consortium 
anticipates the DCJPY would be far less expensive for 
settlement and remittance transactions than the 
conventional bank transfer.  Maintenance and renewal 
of the existing payment and clearing system among 
banks require certain level of manpower.  A 
blockchain-based system has an advantage of being 
operational with less manpower.  It is believed that the 
digital currency can be operated with safety equivalent 
to or higher than that with the existing system. 

More central banks are getting interested in issuing 
digital currencies.  People’s Bank of China has been 
conducting large-scale demonstration experiment of 
the digital RMB in some major cities and is aiming to 
put it into practical use by the end of 2022.  European 
Central Bank is also advancing the studies of the digital 
euro.  In this April, Bank of Japan (“BOJ”) also began 
demonstration experiment of a central bank digital 
currency (CBDC).  Although BOJ has not decided 
whether to issue CBDC, it is conducting demonstration 
experiments in case the public need CBDC more than 
ever.  At present, BOJ takes a stance that they are 
just preparing so that they could issue CBDC any time 
it is necessary. 

Information compiled from Nikkei Shimbun & Mizuho research 
 

4. JFSA plans to regulate stablecoins in line with 
the U.S. and the EU 

Japan’s Financial Services Agency (“JFSA”) will put a 
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restriction on stablecoins, which is a cryptocurrency 
backed by legal currency, reports Nikkei Shimbun, 
Japan’s leading financial daily.  JFSA plans to limit 
issuers of the stablecoins to banks and fund transfer 
service providers, and intermediary agents shall newly 
be subject to its supervision.  In the U.S., the market 
has grown to more than JPY 10 trillion equivalent and 
regulations are being tightened.  JFSA, in keeping 
with this trend, will monitor and regulate the 
cryptocurrency in terms of both issuance and 
intermediation. 

Unlike bitcoin, whose price is volatile, stablecoin is 
linked to the legal currency.  As it could become a low-
cost payment and clearing method with the use of 
blockchain (DLT) technology, the authorities around the 
world intend to regulate the cryptocurrency in terms of 
enhancing its safety.  JFSA aims to submit a bill to 
revise the Payment Services Act to the ordinary Diet 
session in 2022. 

Measures against money laundering will also be 
enhanced.  Intermediary agents responsible for the 
transactions and management of stablecoins will be 
newly subject to supervision, who will be required to 
take prescribed measures under the Act on Prevention 
of Transfer of Criminal Proceeds, such as identification 
of users and reporting of suspected transactions. 

The introduction of tighter regulations is due to 
occurrence of issues causing some concerns about 
stablecoins’ safety in the U.S., where its use has been 
prevalent.  With regard to Tether (USDT), with the 
largest issuance amount, it turned out that about half of 
its underlying assets were “risk assets” such as 
commercial paper. 

The U.S. financial authorities stated about risks of 
losses due to stablescoins’ volatility and those of illegal 
remittances in a report put together in November, and 
requested the Congress to impose regulation on 
issuers at a level equivalent to that for banks.  In 
September 2020, the European Commission also 
published a draft regulation requiring to have a certain 
level of shareholders' equity for issuers. 

JFSA intends to reduce risks of losses for users by 
limiting the issuance of stablecoins to banks and fund 
transfer service providers that are required to protect 
customer assets under the existing laws.  Under the 
aims of eliminating inflating risks on financial systems, 

JFSA is taking steps to regulate stablecoins, a type of 
cryptocurrency, in line with the U.S. and the EU.  
Stablecoins are cryptocurrencies designed to achieve 
price stability on underlying assets.  While electronic 
money only digitizes legal currencies, stablecoins are 
issued as a currency backed by legal tender or 
commodities with a completely different 
creditworthiness.  Although both are issued by private 
companies, electronic money is regarded as a prepaid 
payment method under the Payment Services Act, and 
the money paid in cannot be withdrawn, while 
stablecoins can be withdrawn in principle. 

At first, stablecoins were only used by cryptocurrency 
traders for standbys, but now they are also used as a 
means of foreign remittances and payments.  But as 
the market expands, financial regulatory authorities 
became increasingly concerned about the 
cryptocurrency.  Issuers of stablecoins hold 
commercial papers and/or certificate of deposits (CDs) 
as underlying assets, and if a run on the issuers 
happened, certain impact on short-term money market 
would be unavoidable.  The Federal Reserve Board 
(FRB) warned in November that some underlying 
assets were prone to price erosion or illiquid. 

Financial regulatory authorities in the western countries 
are going to institute regulations.  EU will require 
stablecoin issuers to comply with certain shareholders' 
equity regulations, while the U.S. regulators are 
applying the rules as strict as those for the banks under 
their supervision.  JFSA is expected to obligate 
stablecoin issuers to keep the same amount of 
reserves in legal currencies as stablecoins they issued. 

While many countries intend to regulate, they believe 
that stablecoins could become an effective means of 
settlement if it would become more reliable.  In a 
report in November, the U.S. Office of the Comptroller 
of the Currency (OCC) suggested the possibility of 
coexistence with other means in the statement, "If 
properly regulated and designed, stablecoins can be a 
fast, efficient and comprehensive means of payment 
and clearing.” 

In fact, there may be more demand for stablecoins 
coming up from now.  In the U.S., some digital 
currencies tied to legal tender are issued, for the 
purpose of money transfers between companies.  In 
Japan, a coalition of 74 companies plans to issue 
DCJPY, a yen-denominated digital currency, on an 
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experimental basis, but there are no digital currencies 
yet that individuals can use for daily transactions such 
as overseas remittances. 

It may take some years for digital currencies (CBDC) to 
come into being, in spite that the central banks are 
working for issuance.  Stablecoins could possibly fill in 
the missing piece of the existing financial services. 

Information compiled from Nikkei Shimbun & Mizuho research 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

II. New Equities Listing Approvals 

Listing 
Date 

Name of Company ISIN Code MKT 

Jan-04 
NIPPON EXPRESS 
HOLDINGS 

JP3688370000 T 

Jan-04 FUJIKYU HOLDINGS JP3810600001 N / T 

Jan-20 Answer Holdings JP3127630006 P 

Feb-04 SEYFERT JP3415700008 J 

*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 


