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I. Market News 

1. First set of revisions pertaining to cash equity 
market restructuring by TSE 

As a first set of revisions pertaining to cash equity 
market restructuring planned in April 2022, Tokyo Stock 
Exchange (TSE) has revised the Listing Rules and put 
into effect from 1 November 2020.  Revisions to the 
initial listing criteria, delisting criteria in relation to 
negative net worth, etc. were made. 

Among others, requirement for the market transfer to 
the 1st Section from other section was unified with the 
initial listing criteria of the 1st Section.  Market 
capitalization, profit and net worth required for transfer 
to the 1st Section from the Mothers market became 
higher.  The aim is to maintain quality of listed 
companies.  Among the companies listed in the 
Mothers market, only a little over 10 companies meet 
the new criteria, which is 90% less from the number of 
companies meeting the old criteria, according to Nikkei 
Shimbun, Japan’s leading financial daily. 

From 1st November, market capitalization of JPY 25 
billion or more is required for a company listed in the 

Mothers market or 2nd Section to be transferred to the 
1st Section.  And from a financial perspective,  
applicants need to record ordinary profit of JPY 2.5 
billion or more in total in the last 2 years, or to record 
revenue of JPY 10 billion or more and market 
capitalization of JPY 100 billion or more, in addition to 
net worth of JPY 5billion or more.  Previously, market 
transfer to the 1st Section was granted only if applicants 
met requirement of market capitalization of JPY 4 
billion or more, and net worth of JPY 1 billion or more, 
etc.  The introduction of stricter requirements for 1st 
Section could be interpreted that TSE encourages  
companies listed in the Mothers market and the 2nd 
Section to improve corporate value in order to move up 
to the higher stage. 

TSE used to set less stringent standards for market 
transfer to the 1st Section from the Mothers market or 
2nd Section than those for initial listing the 1st Section. 
This was because TSE was competing against other 
exchanges such as the former Osaka Stock Exchange 
to attract companies to their exchange.  Not a few 
companies considered listing to the Mothers market 
first, aiming to take advantages of the easier standards 
for transfer to the 1st Section where companies may 
enjoy various benefits such as favorable conditions for 
loans and other transactions and those for hiring 
people as well as attracting investors’ attention. 

TSE is proceeding with a plan to reorganize the 
markets to “Prime”, “Standard” and “Growth” (names 
are tentative) in April 2022, from the existing 4 markets, 
1st Section, 2nd Section, Mothers and JASDAQ.  The 
revision to this transfer requirement stated in this 
newsletter is the preliminary step.  From 2022 
onwards, companies will be required to follow the initial 
listing procedures of the market each time they apply 
for transfer to other market. 

This revision seems to affect the listing and 
capitalization strategy of start-up companies.  There 
have been 50-60 companies listing to the Mothers 
market in each of the last 5 years, and some of those 
companies had been assuming a transfer to the 1st 
Section.  Some companies may seek for an initial 
listing directly to the “Prime” market that will be 
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established by way of the cash equity market 
restructuring in 2022. 

The details of the announcement by TSE on the first 
set of revisions pertaining to cash equity market 
restructuring is available at the following URL (in 
Japanese only):  
https://www.jpx.co.jp/rules-
participants/rules/revise/nlsgeu0000051qdc-
att/gaiyou.pdf 

For reference purpose, English translation of the 
consultation paper published by TSE on 29 July 2020 
proposing the rule revisions and widely seeking public 
comments until 11 September 2020, and an outline of 
the major comments received from the public are 
available from the following URL:  
https://www.jpx.co.jp/english/rules-participants/public-
comment/detail/d01/b5b4pj000003kt9r-
att/b5b4pj000003ktbt.pdf 

https://www.jpx.co.jp/english/rules-participants/public-
comment/detail/d01/b5b4pj000003kt9r-
att/b5b4pj000003ktbw.pdf 

https://www.jpx.co.jp/english/rules-participants/public-
comment/detail/d01/b5b4pj000003kt9r-
att/b5b4pj000003ktbz.pdf 

For reference purpose, English translation of the 
outline and summary of the overall market restructuring 
announced by TSE on 21 February this year are 
available at the following URL:  
https://www.jpx.co.jp/english/corporate/news/news-
releases/0060/b5b4pj000003auu3-att/e_kouhyou2.pdf 

https://www.jpx.co.jp/english/corporate/news/news-
releases/0060/b5b4pj000003auu3-att/e_sammary.pdf 

Information compiled from Nikkei Shimbun, Tokyo Stock Exchange & 
Mizuho research 
 

2. Reforming the corporate governance code 

The Financial Services Agency of Japan (JFSA) 
mentions about its plan to reform “Corporate 
Governance Code” in the “JFSA priorities for July 
2020-June 2021” published by the JFSA in August, 
which describes the strategies and priorities of the 
year.  JFSA’s publication states that it is essential for 
companies to share their missions and visions for 

transformation among shareholders, customers, 
employees, community, etc., to make transparent and 
fair, swift and drastic decisions, and to put them into 
practice, in order that the companies stay ahead of the 
curve in erratically changing economic society and 
industrial structures. This year, together with the Tokyo 
Stock Exchange (TSE), JFSA will review the corporate 
governance code, and especially study how corporate 
governance code should be in order for the companies 
to take lead in transforming the economic and social 
structure into the one for “post corona”. 

More specifically, the publication refers to making 
further studies to establish ways of constructive 
dialogue between companies and investors in relation 
to the following points. 

- How companies would cope with development of 
digital transformation, review of supply chain, and the 
work-style reform. 

- How the above-mentioned companies’ efforts would 
be developed into the establishment of sustainable 
business model. 

On 20 October 2020, “The 20th Follow-up Council on 
Stewardship Code and Corporate Governance Code” 
was held, and changes in the social and economic 
structure toward “post corona” world and issues to be 
solved on corporate governance were discussed. 

At the “Follow-up Council”, new changes that are 
occurring in people’s lifestyles amid the global 
pandemic were on the agenda.  For corporates, there 
were discussions on changes occurred in corona crises 
as well as changes that has existed before the crises, 
such as (i) changes in goods and services that 
customers want, (ii) growing needs from employees to 
review working styles, and signs of new style of 
employment and human resource management, and 
(iii) increasing uncertainty (e.g. occurrence of issues in 
supply chain, etc.). 

In the previous follow up meetings, the following were 
raised as the issues on corporate governance. 

- How to conduct “Capital Cost-Conscious” 
management (e.g. holding cash and deposits, how 
cross-shareholding policy should be, etc.) 

- How to initiate properly-working board meeting (e.g. 
improving the quality and quantity of external 
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directors, diversity, etc.) 

- Development of mid to long-term sustainability (e.g. 
sustainability, diversity in the management, etc.) 

- Ensuring reliability of audits (e.g. establishing a 
structure for internal audit department to report 
directly to the senior management and board 
meetings, etc.) 

- Establishment of group governance structure 
(management structure of the entire group, protection 
of general shareholders of listed subsidiaries, etc.) 

In addition, taking how the “post corona” economic 
society would be into consideration, the Council also 
discussed how they shall review the issues on the list, 
such as new issues to be added and changing 
priorities of the issues on the list. 

It should be noted that the revision on the corporate 
governance code is expected to be made after next 
spring, and it is anticipated that required level of 
governance in the new version will be higher than the 
current level, assuming the appearance of companies 
listed in the “Prime” market. 

Information compiled from Financial Services Agency, Tokyo Stock 
Exchange & Mizuho research 
 

3. TSE reported on the cash equity trading 
system failure 

Tokyo Stock Exchange (TSE) issued press release 
about the background, cause and preventive measures 
of its system failure occurred on 1 October 2020.  The 
summary of the press release is described below. 

1. Background 

＜1 October 2020＞ 

a) At 7:04 a.m., failure on the memory of Device 1 of 
the Shared Disk Device occurred.  As it did not 
automatically switchover to Device 2, it resulted in a 
system error.  Trade channel from the broker dealers 
and network to distribute market prices were shut down 
before the opening of the morning session, and trading 
was suspended. 

b) At 9:26 a.m., manual switchover to Device 2 was 

completed, and the system started functioning 
normally.  

c) TSE started to study how it could resume trading on 
that day.  However, the system started process trading 
based on the orders that were placed before the 
failure, which had caused slowdown of the system. 

d) TSE presumed that a system reboot would be an 
appropriate solution, and contacted market participants 
to check their readiness. 

e) It turned out that only a limited number of market 
participants were ready to resume trading at the point, 
and there was a concern that the reboot might disrupt 
processing orders that were already placed on that 
day.  As a result, TSE decided to halt the trading 
throughout the day.  

2. Cause of the system failure 

a) Incorrect specification of the product manual 

The product manual mentioned that the Shared Disk 
Device would be automatically switched to the backup 
device in the event of memory failure, which turned out 
to be untrue.  

b) Lack of schemes to stop trading in the event of the 
Shared Disk Device failure 

Due to the lack of schemes to completely stop trading 
in the event of the system failure this time, TSE had to 
check many steps to restart trading, which consumed 
time. 

c) Absence of clear rules on trade resumption after 
system reboot 

Since a system failure caused by the Shared Disk 
Device failure had not been assumed, clear rules on 
trade resumption after system reboot were not 
established at the time of the system failure. 

3. Preventive measures 

As preventive measures, TSE announced to implement 
the following. 

a) TSE will conduct inspection of Shared Disk Devices, 
check and maintain switching measures, and carry out 
switching test and training.   
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b) TSE will enhance measures to stop trading 
completely, after checking if there would be any 
situation where trades could not be suspended.   

c) TSE will hold “Council for Recurrence Prevention 
Measures” that consist of market participants, 
investors, system vendors, etc. to discuss the following 
subjects. 

- Rules that will be required to resume trading during 
the day 

- Developing procedures to resume trading  

- Implementation of a clear standard to halt and 
resume trading 

- Ways of informing and updating the public 

TSE plans to complete implementation of those 
measures by the end of March 2021 (the 1st meeting 
was held on 23 October 2020). 

Please refer to the TSE announcement for details on 
the cash equity trading system failure which is 
available from the following URL:  
https://www.jpx.co.jp/english/corporate/news/news-
releases/0060/b5b4pj000003r769-
att/trading_system.pdf 

The materials used at the 1st meeting of the “Council 
for Recurrence Prevention Measures” held on 23 
October 2020 is available from the following URL:  
https://www.jpx.co.jp/english/corporate/news/news-
releases/0060/b5b4pj000003rii0-att/english.pdf 

Information compiled from Tokyo Stock Exchange & Mizuho research 
 

4. Share repurchases are reviving 

Share repurchases by issuers are showing signs of 
recovery, according to Nikkei Shimbun, Japan’s leading 
financial daily.  About 100 companies in total 
announced their share repurchase plan since this 
October.  Although the number of cases are still 
smaller than those in the same period last year, share 
repurchases with relatively big amount are taking 
place.  This year, due to the downturn of business 
performance under the global pandemic, many 
companies had been taking a conservative stance 
toward returning profit to shareholders via share 

repurchase.  However, some companies, that saw 
their business was bottoming out, is now moving 
forward to share repurchases. 

According to the tally by QUICK, a market information 
service provider, 98 companies announced the 
decision to carry out share repurchase from October to 
November 16th.  From April to June, it was down by 
51% on year-over-year basis, and from July to 
September, it was down by 44%.  Companies in 
general tend to announce share repurchase in May or 
November along with their earnings announcement.  
In this May, the number of companies who announced 
share repurchase was down by 60% from the previous 
year, but in November, it was down by 30%, and the 
gap is shrinking. 

Looking at industrial sectors, companies in 
pharmaceutical, IT, and semiconductor sectors show 
relatively strong business performance even under the 
global pandemic, attracting attention to their 
announcement on share repurchase.  Also in the 
construction industry, some companies announced 
share repurchase due to their “better-than-expected” 
business performance under the pandemic.  A 
strategist at a broker dealer sees these moves as 
“normalization”. 

There may be cases where activists exercise influence 
on the companies, looking at the trends of business 
performance bottoming out.  For some companies 
who made the decision to do share repurchases, some 
offshore funds had been making shareholder proposals 
requesting to improve capital efficiency. 

Many companies are still taking conservative positions 
toward share repurchase.  Some companies in 
automobile related sector are anxious to find signs 
showing their business performance is bottoming out.  
A strategist at another broker dealer points out, 
“Although there are moves to resume share 
repurchase, they are still limited to some specific 
industries and up to a certain amount of transaction 
volume.” 

Information compiled from Nikkei Shimbun & Mizuho research 
 

5. Use of English and one stop service in 
financial administrative processes for foreign 
asset management firms 
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The Financial Services Agency (FSA) announced its 
plan to use English language for the pre-application 
consultation, registration and supervision of foreign 
asset management firms who intend to enter the 
market in Japan, and to establish “Financial Market 
Entry Office (Entry Office)” jointly with the Local 
Finance Bureaus (LFBs) in January 2021 to provide 
one-stop service on the above.  FSA will work on 
amendment of the relevant Cabinet Office Ordinance, 
etc. to allow registration applications, etc. in English. 
FSA and LFBs will enhance their capacities. 

The Entry Office will be able to conduct pre-application 
consultation online including consultation from 
overseas via video conference systems.  This change 
is expected to expedite the registration process of 
foreign asset management firms in which the use of 
Japanese language was mandatory. 

The FSA currently has “Financial Market Entry 
Consultation Desk (Consultation Desk)” available for 
consultation on the procedures of financial legislation 
for financial service companies from overseas to open 
offices in Japan.  Application process for financial 
business registration in English will start on the date 
the amendment to the Cabinet Office Ordinance, etc. 
comes into effect, but pre-application consultation in 
English is available immediately at the Consultation 
Desk, which is going to be taken over to the Entry 
Office. 

Please refer to the following URL for the details of the 
announcement, and public consultation of the 
proposed amendments to the Cabinet Office 
Ordinance, etc. which enables registration applications, 
etc. in English:  
https://www.fsa.go.jp/en/news/2020/20201106-
2/20201106.html 

https://www.fsa.go.jp/en/news/2020/20201106/2020110
6.html 

For details on the registration process, please refer to 
the “Guidebook for Registration of Investment 
Management Business and Other Financial 
Instruments Business” (English translation) which is 
available from the following URL:  
https://www.fsa.go.jp/en/policy/marketentry/guidebook/
E01.pdf 

Information compiled from Financial Services Agency & Mizuho 

research 
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II. New Equities Listing Approvals 

Listing 
Date 

Name of Company ISIN Code MKT 

Dec-15 BEING HOLDINGS JP3799660000 T 

Dec-15 Stamen JP3399350002 M 

Dec-16 Roland JP3983400007 T 

Dec-16 Fast Fitness Japan JP3802390009 M 

Dec-16 BALMUDA JP3778510002 M 

Dec-17 
OKUMURA 
ENGINEERING 

JP3172170007 T 

Dec-17 LIBERTA JP3974810008 J 

Dec-17 Cacco JP3212250009 M 

Dec-17 PLAID JP3833270006 M 

Dec-17 Betrend JP3799720002 M 

Dec-18 Inbound Tech JP3153190008 M 

Dec-18 Kokopell i  JP3297370003 M 

Dec-21 itsumo JP3142380009 M 

Dec-21 Poppins Holdings JP3856500008 T 

Dec-22 WealthNavi JP3155360005 M 

Dec-22 Kaizen Platform JP3205610003 M 

Dec-22 Yappli  JP3933850004 M 

Dec-23 Koukandekirukun JP3286350008 M 

Dec-23 ENECHANGE JP3165870001 M 

Dec-24 Tokyo Tsushin JP3583950005 M 

Dec-24 Global Information JP3274340003 J 

Dec-25 SANEI JP3324650005 T 

Dec-25 FunPep JP3802640007 M 

Dec-25 TOWA Hi SYSTEM JP3622700007 J 

Dec-28 Kringle Pharma JP3270790003 M 

Dec-29 ONDECK JP3203000009 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 

 

 


