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I. Market News 
1. Disclosure on executive remuneration 

Cabinet Office Ordinance on Corporate Disclosures 
was amended on 31 January 2019, and it requires 
disclosures in relation to executive pays, on breakdown 
of fixed portion and performance-based portion, as well 
as indicators used to assess the performance-based 
compensation, for the securities report released as to 
the business year ending on or after 31 March 2019.  
It also obliged the companies to disclose reasons for 
applying such indicators and the process that led to 
such compensation.  The amendment brought more 
transparency, as disclosures prior to the amendment 
were limited to total amount of executive 
compensation, and the names of executives and the 
amount who received more than JPY 100 million, etc. 

One and a half years after the amendment, the 
companies who disclosed breakdown of performance-
based compensation in 2020 reached 72%, up by 11% 
from the previous year, according to Nikkei Shimbun, 
Japan’s leading financial daily.  The companies who 
disclosed correlation between its performance and the 
compensation amount has reached 37%, up by 10% 
from the previous year.  On the other hand, a 
consultant criticizes that the amendment only listed up 
the items to be disclosed, and the details of the 
disclosure are left up to each company, which 

consequently makes form of disclosure look different 
by each company. 

There has been good examples such as (i) disclosing 
breakdowns of compensation such as basic 
compensation and short term performance-based 
compensation, and showing the simulation of the 
compensation depending on achievement of 
management indicators, and (ii) disclosing several 
patterns of management compensation based on the 
evaluation calculating from the level of achievement of 
ordinary profit or initial business plans.  On the other 
hand, not a few companies have only tried to meet 
such conditions for a formality sake. 

Companies Act is planned to be amended in March 
2021, which will impose on companies stricter 
responsibilities on executive compensation.  The 
amended Companies Act is going to stipulate items 
that should be determined at the board meeting, which 
shall be disclosed in the annual report.  More and 
more Japanese companies offer compensation as high 
as Western companies do, in order to lure and secure 
talented people for management.  As investors will 
start watching those disclosure more closely, it would 
be crucial for companies to establish more transparent 
disclosure framework, which is also verifiable by 
external parties. 

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

2. Diversification of board members develops 

Japan’s listed companies have been getting more 
positive in having people with various background in 
their board members.  It is expected that this trend 
would make board meetings more active and 
responsive, according to Nikkei Shimbun, Japan’s 
leading financial daily. 

According to the data of 2,009 companies compiled for 
continuous comparison (excluding financial 
institutions), the number of outside directors as of June 
end amounted to 5,442, which was 7% increase on 
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year-over-year basis.  This is threefold of the number 
compared to June end 2013, which is before the 
corporate governance reform started.  This equates to 
32% of total number of board members of listed 
companies (16,939 people), which means one out of 
three board members are outside directors.  98% of 
the companies now have outside directors, which 
jumped up from 53% in 2013.  According to the Tokyo 
Stock Exchange (TSE), among the companies that 
consists JPX-Nikkei Index 400, 98.5% of them have 
more than one independent outside director, and the 
companies with more than one third of outside 
directors in their board members account for 74.2% of 
all the listed companies.  The number of outside 
directors are increasing at listed companies and many 
of those that have outside directors now have more 
than one outside director. 

On another note, the number of female directors have 
doubled in the last five years, amounting to around 
1,300.  The percentage of female directors, including 
auditors and executive officers, is 6% in 2020, up by 
4% from 2015.  Companies having female directors 
have also doubled from 2015, amounting to 935, which 
was 47% of all listed companies.  According to TSE, 
among the companies that consists JPX-Nikkei Index 
400, 72% of them have female directors, which is 9% 
increase from last year.  It is still behind the 
companies in Western countries but increasing slowly 
but surely. 

Corporate governance reform started in June 2014, 
when it was set forth in the revised edition of the 
“Japan Revitalization Strategy”, a growth strategy of 
Prime Minister Shinzo Abe’s administration.  The 
corporate governance code established in 2015 
required companies to have two or more independent 
outside directors without any conflict of interest with 
general shareholders, which accelerated appointment 
of outside directors at many of them.  In the corporate 
governance code revised in 2018, it was recommended 
to make one third of board members as outside 
directors. 

Some issues have also been discovered during the 
reform process.  Lack of resource is one of them.  
Recently, more and more people act as director at 
more than one company.  It is often the case those 
who are company executives or lawyers are selected 
as outside directors.  In this situation, offers for the 
position tend to concentrate to some limited people.  

Outside directors appointed by two or more companies 
amounts to 1,200 people as of June end, and there 
was a case appointed by five companies.  Another 
issue is effectiveness.  For example, in 2015, 
accounting fraud was discovered at a company in 
which half of board members were outside directors.  
Corporate governance reform has steadily penetrated 
during the past five years, and the number of outside 
directors has grown.  Next focus will be how to make 
sure board meetings would work better. 

Details of the “Appointment of Independent Directors 
and Establishment of Nomination / Remuneration 
Committees by TSE-Listed Companies” published by 
TSE can be found in the following URL:  
https://www.jpx.co.jp/english/news/1020/b5b4pj000003
nj8y-att/b5b4pj000003njbw.pdf 

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

3. Stock split decelerates due to COVID-19  

Stock split of listed companies is decelerating, 
according to Nikkei Shimbun, Japan’s leading financial 
daily, who has tallied the number of companies that 
announced plans for stock split by the end of August.  
81 companies has announced the stock split plan, but 
this is more than 20% down on year-over-year basis.  
From January to March, 42 companies announced the 
plan this year, in comparison to 36 companies last 
year.  In April and May, due to the pandemic, the 
number fell to 15, which was around 20 companies 
less compared to the previous year.  In July and 
August, the market recovered, but the number 
remained at 24 companies, which is 11 companies less 
compared to the previous year. 

Stock split increases the outstanding shares, and 
reduces price per one trading unit, which facilitates 
individual investors to trade the issue.  Stock splits are 
aimed to facilitate trading of the shares when the stock 
price is rising, but it does not seem issuers are 
confident enough that their shares would go up further. 

More issuers tend to conduct stock split under the 
bullish market.  For example, it increased when the 
market was strong at around 2005 with Prime Minister 
Junichiro Koizumi leading the privatization of postal 
service, and in 2013 when Abenomics gained 
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momentum.  In August, the Nikkei Stock Average 
recovered to the level as of February which was before 
the plunge of the market due to COVID-19.  However, 
many companies have not announced their earnings 
forecast for FY2020.  Aggregating the numbers from 
the listed companies who made the announcement 
(excluding emerging market, amendment in financials, 
etc.), earnings forecast will go down by 30% for the 
fiscal year ending in March 2021. 

The recent peak of stock split was in 2017, when many 
companies followed the unification of trading units led 
by the Tokyo Stock Exchange (“TSE”), and TSE’s 
opinion that unit of investment is preferred to be in the 
range of JPY 50,000 and JPY 500,000. 

Information compiled from Nikkei Shimbun & Mizuho research 
 

4. Performance of comprehensive exchange 
following their start 

Two months have passed from commencement of the 
comprehensive exchange by Japan Exchange Group 
(JPX) where derivatives for commodities and securities 
are integrally traded.  Trading volume of core 
products, such as gold futures, have increased as the 
market recovers.  The new comprehensive exchange 
is now finding a way out for how they expand investors 
base, which had been the biggest challenge for them, 
according to Nikkei Shimbun, Japan’s leading financial 
daily. 

In October 2019, JPX acquired Tokyo Commodity 
Exchange (TOCOM) to make it a subsidiary.  And in 
this July, trading of precious metals such as gold, 
agricultural products, and rubber was transferred from 
TOCOM to Osaka Exchange (OSE) to start operating 
as a full comprehensive exchange. 

Looking at the trading volume of gold futures 
(standard) after the transfer for a month, average 
trading volume per day was 47,521 units.  This is 30% 
increase to the annual average trading volume during 
20 years before the transfer, and is around 40% 
increase to the average volume of the year 2019.  
There is no doubt that this active trading is affected by 
price hike of gold in international markets.  Due to 
monetary easing and expansion of government 
spending in global markets, global price of gold, as a 
“universal currency”, skyrocketed.  It hit a new high 

from late July to early August, and investor funds has 
flown in to gold futures.  The increase in gold trading 
can be said as a “windfall”, but looking carefully, signs 
of widening investor base can be found. 

One broker commented “obviously, more and more 
individual investors are entering into commodity futures 
trading”.  Equity derivatives such as Nikkei 225 futures 
and commodity futures can now be traded and booked 
in one account, and margins are consolidated and 
used for multi-purposes.  This simplification gives 
individual investors more flexibility for their trading.  
The simplification also attracts investors to trade both 
of the products, equity derivatives and commodity 
futures, that had been dividing individual investors as 
to which one to trade. 

Measures implemented by OSE also seem to work 
properly.  OSE has presented clearer conditions to 
discount transaction fees for market makers who 
provide liquidity to the market.  This has triggered 
trades to expand.  This gradually pushed up 
transaction volume of high frequency traders 
particularly in gold futures and gold “mini” futures 
whose trading unit is one tenth of that of the regular 
gold futures.  Due to the measures of OSE, foreign 
brokers that have high frequency traders in their clients 
started appearing high in the list of high volume 
brokers. 

In addition to gold, rubber has also risen in the 
transaction volume by 30 percent in a month after the 
transfer to OSE, in comparison with that of a month 
prior to the transfer.  However, that’s it for the list of 
products currently attracting investors.  For example, 
agricultural products such as corn commodity have 
been traded less than before the transfer.  OSE says it 
intends to focus on enhancing trades for precious 
metals such as gold for the moment.  It also intends to 
strengthen trades of other products by appealing how 
commodity derivatives meet investors’ demand. 

Information compiled from Nikkei Shimbun & Mizuho research 
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II. New Equities Listing Approvals 

Listing 
Date 

Name of Company ISIN Code MKT 

Sep-30 Axis JP3108210000 M 

Oct-01 ipet Holdings JP3104840008 M 

Oct-01 INV JP3152610006 J 

Oct-01 Hirogin Holdings JP3796150005 T 

Oct-02 TASUKI JP3464300007 M 

Oct-05 
Direct Marketing 
MiX 

JP3500170000 T 

Oct-13 Nittsusystem JP3680630005 M 

Oct-16 Earth Infinity JP3100080005 J 

Oct-27 Karadanote JP3220270007 M 

Oct-28 Sakurasaku plus JP3317700007 M 

Oct-28 Premier Anti-Aging JP3833690005 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 

 

 


