
 

Information contained in this announcement is believed to be from reliable sources and is intended only for the use of individual or entity to which it is addressed and is strictly for information purposes as it may contain information that is privileged, confidential and exempt 
from disclosure under applicable law and inherently subject to change. If you are not the intended recipient, you are hereby notified that any use, distribution, re-transmission, re-publication or copying is strictly prohibited and may be illegal under applicable law. While due 
care has been exercised in preparing this announcement, we make no warranty, expressed or implied, regarding the accuracy, completeness or usefulness of this information, and we assume no liability with respect to consequences relying on this information for 
investment or any other purposes. 

     Mizuho Custody Newsletter 
    February 2020 
 
 
 
 
Contents: 

 
I. Market News: 

 

1.  TSE plans to optimize tick sizes applicable to stocks with 

medium-level liquidity in fiscal year 2020 

 

2.  Direct market access will be prohibited in early 20201 

 

3.  Cash equity markets in Japan likely to be restructured in 

April 2022 

 

4.  TOPIX calculation rules to be changed after April 2022 

 

 
II. New Equities Listings: 

 
III. Foreign Ownership Ratio: 

 
 
 
￥￥￥￥￥￥￥￥￥￥￥￥￥￥￥￥￥￥￥￥￥￥￥￥￥￥￥￥ 
 
I.  Market News: 
 

1. TSE plans to narrow tick sizes applicable to stocks with 

medium-level liquidity in fiscal year 2020 

 

In 2014, Tokyo Stock Exchange (TSE) completed 

three-phased optimization of tick size increments applicable to 

TOPIX 100 constituents, i.e., Japan’s largest listed companies, 

consisting of the “TOPIX Core30” and “TOPIX Large70”. That 

was because TSE recognized that narrower price increments 

give traders greater freedom in deciding bids and offers. Almost 

five years has passed since the completion of above mentioned 

revision to the tick sizes, and TSE recently announced that TSE 

would also optimize the tick size applicable to issues with 

medium-level liquidity as well as some ETFs. 

 

In their action plan to strengthen cash equity markets, TSE 

demonstrated that an average tick weight, which could be 

calculated a tick size divided by a stock price, for the issues with 

medium level liquidity in Japan (TOPIX Mid400 constituents; 

10~15bps) iswas approximately 10 times higher than the 

average tick weight in the U.S. (S&P 500 constituents; 1.46bps) 

and Europe (issues with daily average number of executions of 

2,000~9,000; 2~5bps), where multiple tick size tables are set 

based on liquidity. Higher tick weight could result in higher 

trading costs; thus arguably making Japanese market less 

attractive comparing to other global markets for the investors 

trading such issues with medium-level liquidity. 

 

TSE is to review the tick size applicable to such issues with 

intention to improve the trading environment for the benefit of 

investors to enable investors to execute trades at better prices.  

TSE noted that they would keep the mechanism not too 

complicated from the perspective of investors, and not too 

narrow. When making the comparison of tick weight in Japan, 

US, and Europe; TSE used TOPIX Mid400 constituents to do 

calculation for the issues with medium level liquidity; therefore, 

TOPIX Mid400 constituents are likely the ones subject to this 

move. 

 

According to the Action Plan, TSE plans to complete the 

revision of tick size applicable to medium liquidity issues in fiscal 

year 2020, i.e., sometime in the period from April 2020 to March 

2021. 

 
Information compiled from TSE & Mizuho research 

 

 

2. Direct market access will be prohibited in early 20201 

 

In its Action Program for Strengthening the Functions of the 

Cash Equity Market, Tokyo Stock Exchange (TSE) revealed its 

plan to implement a market rule to prohibit so-called direct 

market access to improve the reliability and safety of the market 

even with the increasing number of high-speed and/or 

automated trading orders. Avoidance of systemic risk and 

promotion of appropriate price formation are also goals to be 

achieved by such revision of market rules. TSE targets to 

implement the new rule on market access in early 2021. 

 

The introduction of such rule by TSE is driven by a serious 

system problem that occurred on 9 October 2018. In the 

morning before market opening, a high-frequency trading (HFT) 

investor sent a test message erroneously from two servers with 

an identical IP address, to which TSE system returned an error 

message immediately, to which client re-sent retry message 

immediately. Such a series of error message went back and 

forth between the system of HFT investor and that of TSE 
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quickly and repeatedly. These heavy error traffic caused one of 

the four lines of TSE down, which caused approximately 40 

broker-dealers to fail to connect to TSE. About 100,000 trading 

order via such 40 broker-dealers, most of which were from retail 

individual investors, failed that day due to such a connection 

issue. 

 

The traffic generated from the HFT investor went to TSE via 

direct market access, or DMA. Under DMA, an investor may 

dispatch orders by installing a monitoring software provided by 

a direct participant of TSE into the investor’s own hardware, and 

without going through the system of a direct participant of TSE 

constituted of hardware and software held by the direct 

participant. Such connection via software-based order 

management by the direct participant of TSE allows investor 

quicker access to TSE’s system, but will be prohibited under the 

new rule. Under the new rule, clients of TSE’s direct trading 

participant shall conduct trading under the “direct and exclusive” 

management authority. 

 

Additionally, TSE’s direct trading participants shall implement 

measures to prevent the placement of new orders upon 

occurrence of unexpected irregular order placement caused by 

order system malfunction under the new rule. Besides 

malfunctioning of system, TSE will also clarifies in its guideline 

to prohibit intentional placement of erroneous orders by altering 

parameters at the system of TSE’s trading participant to which 

TSE’s system would return an error. 

 
Information compiled from TSE, Nikkei Shimbun & Mizuho research 

 

 

3. Cash equity markets in Japan likely to be restructured in April 

2022 

 

Tokyo Stock Exchange (TSE) released “Overview of Market 

Structure Review and Outline of the New Market Segments” 

setting forth the outline and key milestones of its cash equity 

market restructuring from the present five markets (i.e., TSE 1st 

Section, TSE 2nd Section, Mothers, JASDAQ Standard, and 

JASDAQ Growth) into three markets (i.e., Prime, Standard, and 

Growth). This move is made in accordance with the proposals 

and recommendations made in the final report assembled by 

“Expert Study Group on Capital Markets” (Study Group) of the 

Financial System Council under Financial Services Agency of 

Japan (JFSA).  

 

The purpose of this report is to address various issues raised 

in a series of discussions held by the Study Group, including the 

lack of clear concept set for each of the present five markets. To 

achieve such goal, TSE will institute new standards applicable to 

each of the three new markets, such as market capitalization 

(liquidity) and adherence to the Corporate Governance Code 

(CG Code). Further, TSE plans to apply the same standards for 

new listing and maintenance of listing. Therefore, a company 

listed over one of the three markets shall meet the new listing 

standards from the time of listing and onwards. The standard 

set for new listing will apply to the application for the transfer of 

market, e.g., change of the market from Growth to Standard, or 

the change from Standard to Prime; thus eliminating special 

standards applicable to such market change application.  

 

The concept of Prime, which is replacing TSE 1st Section, is 

the market where companies with the following strength are 

listed: 1) ample liquidity; 2) basis to have constructive dialogue 

with institutional investors; and 3) stable financials. Listing 

threshold for those three aspects will be: 1) JPY 10 billion or 

more of tradable market capitalization and JPY 20 million or 

more of average daily trading turnover; 2) 35% or more of 

tradable share ratio and adherence to all principles under the 

CG Code; and 3) JPY 5 billion or more of net asset with either of 

JPY 2.5 billion or more of total profit in previous two years, or 

alternatively, JPY 10 billion or more of income and JPY 100 

billion or more of market capitalization. 

 

Among various new standards for Prime, tradable market 

capitalization threshold is 10 times higher comparing to the 

present initial listing threshold of JPY 10 billion set for TSE 1st 

Section. Profit threshold is also five times higher than that of 

present threshold set for TSE 1st Section, and net asset 

requirement is also five times higher comparing to the standard 

set for new listing on TSE 1st Section. Given such gap of 

standards between Prime and TSE 1st Section, Grandfathering 

will be available, and same standards applicable to the transfer 

from 1st Section to 2nd Section, i.e., JPY 1 billion or more of 

tradable market capitalization and 5% or more of tradable share 

ratio, will be applied for the time being. Such gap in new and 

present standard exist for both Standard and Growth, the 

grandfathering clause will also be available as the transitional 

treatment. 

 

Going forward, TSE plans to release an exposure draft of 

new listing standards for public comments by the end of 2020, 

then subsequently amend the CG Code in the spring of 2021. By 
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the end of July 2021, TSE will notify all companies listed on TSE 

1st Section, TSE 2nd Section, JASDAQ Standard, JASDAQ 

Growth, and Mothers, whether they meet the new listing 

maintenance criteria as of the end of June 2021. Based on such 

notice, each company shall choose the market to be listed under 

the new market structure during September to December of 

2021, then commence necessary procedures by submitting 

required documents and making necessary disclosures. 

 

English translation of the outline and summary are available 

at the following URL in the website of TSE: 

-Outline: 

https://www.jpx.co.jp/english/corporate/news/news-releases/00

60/b5b4pj000003auu3-att/e_kouhyou2.pdf 

 

-Summary: 

https://www.jpx.co.jp/english/corporate/news/news-releases/00

60/b5b4pj000003auu3-att/e_sammary.pdf 

 

English translation of the final report of the Study Group 

released by JFSA on 17 February 2020 is available at the 

following URL in the website of JFSA: 

https://www.fsa.go.jp/en/refer/councils/singie_kinyu/201912

27/04.pdf 

 
Information compiled from TSE, JFSA & Mizuho research 

 

 

4. TSE plans to change calculation rules for TOPIX from April 

2022 

 

Tokyo Stock Exchange (TSE) released “Planned Measures for 

Review of Tokyo Stock Price Index (TOPIX), etc.” setting forth 

the outline and key milestones of its review of calculation rules 

applicable to TOPIX. The plan was made in response to the 

comments on TOPIX in the final report assembled by “Expert 

Study Group on Capital Markets” (Study Group) of the Financial 

System Council under Financial Services Agency of Japan (JFSA). 

The Study Group made comments and recommendations on 

mainly three points: 1) selection of constituents shall put more 

emphasis on market liquidity while ensuring continuity; 2) 

definition of free-float shares shall be reviewed; and 3) 

independence and fairness of calculation process shall be further 

strengthened.  

 

For the first point, TSE considers taking into account the 

tradable share market capitalization threshold set at JPY 10 

billion proposed for the listing standard as Prime Market planned 

to commence and replace the present TSE 1st Section in April 

2022. At the same time, as the Study Group pointed out, given 

that TOPIX has been used by many pension funds and 

investment trusts, transition will be done based on a plan paying 

close attention to continuity, including phased approach to 

minimize the impact on the market. 

 

For the second point, TSE will review the method to calculate 

free-float weight to be adjusted based on the actual market 

conditions on a regular basis. In doing so, TSE will refer to the 

practice of other major global markets, and consider reflecting 

such practice to the new calculation method. Same as the first 

point, implementation of the new calculation method will be 

done on a phased basis to minimize the impact to the market. 

 

Lastly, for the third point, TSE will implement “Index 

Consultation” as a new mechanism to increase the transparency 

of decisions as to its operation etc. on indices published by TSE 

by soliciting opinions from wide range of parties, including both 

corporations and individuals, then decide the measures based 

on such opinions. Additionally, TSE will establish “Index Advisory 

Panel” constituted of panel members nominated from TSE 

Indices users, i.e., 1) entities with a license agreement for index 

usage with TSE; and 2) entities that TSE deems to have indirect 

license agreement through entrustment, such as entities to third 

party licensees; to exchange opinions as to TSE Indices. 

Measure to be considered implemented by TSE based on the 

discussions of the Index Advisory Panel, Index Consultation shall 

be subsequently launched. 

 

Going forward, TSE takes necessary steps to set up Index 

Consultation and Index Advisory Panel by the end of March 

2020. In the next two fiscal years, i.e., from April 2020 to March 

2022, TSE will launch Index Consultation and establish Index 

Advisory Panel, then will start discussions and soliciting opinions 

on proposal on the change of TOPIX calculation rules. Finally in 

the fiscal year 2022, i.e., in or after April 2022, TSE plans to 

commence the transition to new TOPIX calculation rules.  

 

English translation of the outline and summary are available 

at the following URL in the website of TSE: 

-Outline: 

https://www.jpx.co.jp/english/news/1044/b5b4pj000003as1

h-att/hp_e.pdf 

 

-Index Consultation and Index Advisory Panel Outline:  
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https://www.jpx.co.jp/english/news/1044/b5b4pj000003as1

h-att/hp_e1.pdf 

 

English translation of the final report of the Study Group 

released by JFSA on 17 February 2020 is available at the 

following URL in the website of JFSA: 

https://www.fsa.go.jp/en/refer/councils/singie_kinyu/201912

27/04.pdf 

 
Information compiled from TSE, JFSA & Mizuho research 
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II. New Equities Listing Approvals: 

 

Listing 

Date 
Name of Company ISIN Code 

Board 

Lot Size
MKT

Mar-6 Willtec  100 T2

Mar-9 Forum engineering  100 TBC

Mar-10 Visasuku  100 M 

Mar-11 Computer management  100 J 

Mar-13 Ligua  100 M 

Mar-13 For startups  100 M 

Mar-13 Kimura kouki  100 T2

Mar-16 Mikulead  100 M 

Mar-17 Miaheltha  100 J 

Mar-17 Living Platform  100 M 

Mar-17 Draft  100 M 

Mar-18 Fast Fitness  100 M 

Mar-19 Kantsu  100 M 

Mar-19 Nihon Incuration  100 T2

Mar-19 Zenetech  100 J 

Mar-24 River Holdings  100 T2

Mar-24 Peruseus  100 M 

Mar-25 Vis  100 M 

Mar-26 Adish  100 M 

Mar-26 Cybersecurity Cloud  100 M 

Mar-26 Wingarc  100 TBC

Mar-30 Nextone  100 M 

Mar-30 Bariosecure  100 T2

Mar-31 Macbee planet  100 M 

Apr-2 Copa corp  100 M 
 

Information compiled based on postings from the TSE (T), Mothers (M), NSE (N)、FSE 

(F), SSE (S) & JASDAQ (J), Tokyo Pro Market (P) 
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III. Foreign Ownership Limit Ratio: 

 

 Click for up-to-date FOL information: 

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

 


