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I. Market News 
1. Issuers struggle for AGMs under the COVID-19 

The COVID-19 pandemic has been obliging Japanese 
issuers to hold AGMs in unusual manners.  According 
to Nikkei Shimbun, Japan’s leading financial daily, 
issuers have been taking various measures to prevent 
infection at AGMs, such as limiting the number of 
attendees, or postponing the event to a later date than 
usual.  One issuer attempted to hold its AGM only 
online basis, which turned out to be a big challenge in 
Japan under the current legal framework.  The 
Companies Act requires issuers to determine date and 
a physical venue.  In other words, it is not legally 
allowed to hold an AGM only online.  That prompted 
the issuer to approach the regulators, Diet members, 
and the economic organizations.  The issuer also 
spoke to senior members of LDP, a ruling party, asking 
to amend the law as soon as possible, but to no avail.  
Some companies held AGM at a physical venue with 
online interaction through which shareholders can ask 
questions and exercise their voting rights.  However, 
those companies were still a minority.  Companies 
who held such meetings were only about 10, or 0.4% 
of the companies with fiscal year end in March.  Even 
issuers who held AGM with live streaming accounted 

for only about 5% of them.  This is partly because of a 
risk of being filed a lawsuit for cancelling the general 
meeting resolution due to unfair procedures and/or 
resolutions, if communication lines were interrupted 
during a Q&A session or a voting process at the AGM.  

Amid the global pandemic, many companies in Japan 
limited the number of attendees for the AGM without 
live internet stream.  On the other hand, main 
interests of shareholders this year were what measures 
company managements have taken under the global 
pandemic, company’s policy on corporate governance 
and management strategies. 

As most companies had to focus on dealing with 
COVID-19, some institutional investors took more 
flexible approach in exercising their voting rights than 
they did in the past.  However, companies with 
sluggish business performance due to reasons other 
than COVID-19 have got votes against the 
appointment of top executives.  Most companies have 
selected external directors as monitors of their 
management, however, at some companies, investors 
questioned independence of those external directors 
and cast nay votes, such as appointing an external 
director from its main lending bank or appointing an 
external director from its major shareholder or its group 
company.  

ESG investment has attracted more investors’ attention 
than ever, focusing on corporate sustainability.  Some 
asset management companies announced a policy to 
"vote against a proposal to elect directors of 
companies that have no women on the board" as a 
part of their effort to seek more diversity on the board 
members at Japanese corporations.  Although more 
than 80% of major 180 Japanese companies with fiscal 
year end in March selected women in their board 
following the AGM, after the revision of the Corporate 
Governance Code in 2018, it is still a minority in Japan.  
That seems to suggest they may face strict reaction 
from investors unless they take ESG issues seriously.  

It may take some time for the COVID-19 pandemic to 
subside, but companies are required to address a wide 
range of issues in the meanwhile. 



 
Mizuho Bank, Ltd. | Mizuho Custody Newsletter 
 
 
 

 
 
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 2 / 4  
 

Information compiled from Nikkei Shimbun & Mizuho research 
 

2. Liquidating cross-shareholdings 

Toyota Motor Corp. (“Toyota”) is reviewing its status of 
cross-shareholdings.  By the end of March, Toyota 
sold its shareholdings in Nippon Steel Corp., OSG 
Corp., Ichikoh Industries, Ltd. and Mitsuhoshi Belting 
Ltd.  Toyota also reduced shareholdings in some 
companies such as Nachi-Fujikoshi Corp.  According 
to Nikkei Shimbun, Japan’s leading financial daily, 
Toyota is accelerating the liquidation of shares of its 
suppliers, including parts manufacturers, over the past 
several years, and will allocate funds to investment for 
growth.  In relation to the sales of shares of its 
suppliers, Toyota said "It will not affect the business 
relationship and long-term stable business relationship 
can be maintained.” 

Listed companies are liquidating cross-shareholdings 
as disclosure rules have tightened in the corporate 
governance code, in addition to criticism from 
investors.  The Tokyo Stock Exchange has 
established the "Corporate Governance Code" which 
summarizes the major principles contributing to the 
realization of effective corporate governance, and the 
revised code established in June 2018 clearly state 
that a policy for reducing cross-shareholdings should 
be disclosed.  In case the counterparty of cross-
shareholding indicates their intention to sell the shares, 
it prohibits the company from obstructing the sales by 
reviewing their business relationships. 

In January 2019, the "Cabinet Office Ordinance 
Partially Amending the Cabinet Office Ordinance on the 
Disclosure of Corporate Affairs, etc." came into effect, 
and as a result, disclosure rule on stock ownership, 
including cross-shareholdings, became stricter.  For 
the annual securities report this year, a company is 
required to disclose individual details of its holdings up 
to 60 issues, from 30 issues in the previous year, and it 
is also required to disclose whether the investee is 
cross-holding the shares of the company. 

Toyota’s corporate governance report states that "As a 
basic principle, Toyota does not conduct cross-
shareholdings unless there are good reasons to do so.  
And the Board of Directors review the appropriateness 
of such cross-shareholding every year."  It also states 
that “The number of stocks held has decreased from 

200 issues (80 listed companies) as of end of March 
2015 to 174 issues (65 listed companies) as of end of 
March 2020.” 

Information compiled from Financial Services Agency, Nikkei 
Shimbun, Tokyo Stock Exchange, Toyota website & Mizuho research 
 

3. Corporate pension funds are accepting the 
revised stewardship code 

The number of corporate pension funds are accepting 
the "stewardship code", a code of conduct for 
institutional investors, is growing, according to Nikkei 
Shimbun, Japan’s leading financial daily.  The trend is 
as a result of the Financial Services Agency’s revision 
of the code in March, easing the requirement for the 
corporate pension funds to comply with and 
encouraging the investors to focus more on ESG 
initiatives. 

The "stewardship code" was established in 2014 to 
encourage institutional investors to support the growth 
of the issuers by giving advices on management issues 
and exercising the voting rights in an appropriate 
manner.  The acceptance of the code is not 
mandatory and it is up to the institutional investors to 
decide.  The code has been accepted commonly 
among the public institutional investors, such as 
Government Pension Investment Fund (GPIF).  And 
not many corporate pension funds had accepted the 
code.  But the Financial Services Agency revised the 
code in March 2020 for the first time in the past 3 
years, with 2 major revisions. 

Firstly, it made clear that “corporate pension funds do 
not necessarily need to have direct communication with 
the issuer or exercise the voting rights".  If corporate 
pension funds regularly check with the investment 
management companies that they entrust their 
investment as to whether the investment managers 
have been giving advices to the issuers, that would be 
deemed to meet the requirement under the code. 

Secondly, the code specifically requires investors to 
consider ESG when providing managerial advices.  
The Financial Services Agency says “ESG is becoming 
essential to the long-term growth of the companies.  If 
investors could give more advices from the viewpoint of 
ESG, it would lead to the growth of the issuers".  A 
number of ESG-focused corporate pension funds 
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accepted the code, following the revision. 

As of the end of June, the number of corporate pension 
funds who accepted the code increased from 19 as of 
a year ago to 35.  And it is expected to grow further. 

In November 2019, "Japan Stewardship Initiative 
(“JSI”)" was established by 40 organizations and 
individuals, including investment management 
companies, to promote the revised code.  The aim 
was to encourage free and wide-ranging discussions 
on practical issues in relation to stewardship activities 
among the asset owners, investment management 
companies and related parties in the industry, and 
share the outcome as a benefit to all industry 
participants. 

JSI is discussing about implementation of a unified 
reporting system on the activities by the investment 
management companies such as exercising the voting 
rights to encourage ESG.  The reports are supposed 
to sum up the activities of asset managers, which may 
help the asset owners’ reviewing and selection process 
of investment management companies.  JSI says "We 
are hoping that the new reporting system would be of a 
great help to corporate pension funds’ evaluation 
process of investment management companies, which 
many funds find painstaking at the moment”. 

Information compiled from Financial Services Agency, Japan 
Exchange Group, Nikkei Shimbun & Mizuho research 
 

4. TSE released a result on the FY2019 
Shareownership Survey 

The Tokyo Stock Exchange (“TSE”) released a result 
on the shareownership survey for the fiscal year 2019 
on July 3, 2020. 

In FY2019, of the listed companies at the four largest 
stock exchanges in Japan (Number of companies 
surveyed: 3,789), market value of total shareholdings 
at the end of FY2019 (March 31, 2020) was JPY 548.4 
trillion, a decrease of JPY 73.6 trillion (-11.8%) from the 
previous year.  By investor types, market value of 
shareholdings held by all investor types decreased, 
and the amount held by the Foreigners decreased JPY 
18.8 trillion (-10.4%) from the previous year. 

The shareholding ratio of the Foreigners was 29.6%, 
up by 0.5% from the previous year, but was below 30% 

for two consecutive years.  Looking at the Foreigners’ 
trading status, they were net selling JPY 934.6 billion in 
FY2019, net selling for three consecutive years.  From 
April 2019 to February 2020, Foreigners were net 
buying JPY 1,263.7 billion in total, but net selling of 
JPY 2,198.1 billion in March 2020 led to a total net 
selling for FY2019. 

The shareholding ratio of the Foreigners has dropped 
in 20 industry types out of the 33.  The industry types 
which went down were agriculture/forestry/fisheries, 
rubber products, mining, glass/stone products, 
gas/electricity, and transportation equipment, while 
some industry types which went up were 
pharmaceutical, other products, precision equipment, 
electrical equipment, metal products, and machinery. 

”Foreigners” here are defined as corporations that were 
established based on foreign laws; foreign government, 
municipal governments, and entities without legal 
personality; and individuals whose nationalities are 
other than Japanese regardless of their place of 
residence. 

The survey report in English is available at the 
following URL: 
https://www.jpx.co.jp/english/markets/statistics-
equities/examination/01.html 

Information compiled from Tokyo Stock Exchange & Mizuho research 
 

5. Tokyo Pro Market attracting more listings than 
ever 

Tokyo Pro Market (“TPM”) has been getting more 
attractive for issuers that are considering going public. 
In June 2009, TPM started its operation as Tokyo AIM, 
which was a joint venture between Tokyo Stock 
Exchange (“TSE”) and London Stock Exchange as 
“Tokyo AIM”.  Tokyo AIM changed its name to TPM in 
2012, and it continues its operation on the original 
market concept. 

In 2020, five companies have listed on TPM to date. 
Many market participants predict that around 15 
companies may be listing on TPM by the end of 2020, 
which exceeds the record high of 9 companies in 2019. 
Nikkei Shimbun, Japan’s leading financial daily, reports 
that the number of companies recognize TPM as the 
gateway to other markets for start-ups such as Mothers 
and JASDAQ.  The following characteristics of TPM 
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look attractive to companies. 

- No numerical criteria in its listing criteria 
- Internal control report and quarterly disclosure 

are optional 
- Period from listing application to approval is 10 

business days 
- Audit period before listing is last one year 

Nikkei Shimbun reports that TPM has much more 
relaxed listing and maintenance requirements because 
this market is open only for professional investors. 

Some companies aims to list on TPM since “being a 
listed company” helps to improve the company’s brand 
image, to recruit people and to expand its business.  If 
they successfully expand its business while being listed 
on TPM, they would be able to step up to Mothers or 
JASDAQ.  TSE entrusts certain business to an 
approved “J-Advisor” that meets certain qualifications, 
who will supervise the listing process, examine a 
company’s competence to list and to monitor the 
company’s performance after listing.  One of the J-
Advisor is aggressively promoting the TPM to 
companies in local cities by supporting flexible 
financing method, and the number of companies listed 
on TPM is expected to grow. 

However, in terms of the number of companies listed, 
TPM is still behind AIM in UK where more than 800 
companies are listed.  TSE recognizes that their 
immediate challenge is to attract more companies with 
good growth potential to TPM. 

Information compiled from Japan Exchange Group, Nikkei Shimbun 
& Mizuho research 
 

 

 

 

 

 

 

 

II. New Equities Listing Approvals 

Listing 
Date 

Name of Company ISIN Code MKT 

Jul-31 Nihon Jyoho Create JP3718700002 M 

Jul-31 Sun* JP3323800007 M 

Aug-3 Modalis Therapeutics JP3922600006 M 

Aug-7 T&S JP3539210009 M 

Aug-20 Neural Pocket JP3756370007 M 

Aug-25 Interfactory JP3152710004 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 


