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Inauguration of the Second Abe Cabinet 
and Rise in Stock Price 
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End March 2015 

Buying by overseas investors amounted to 15 trillion JPY in 2013 and 850 
billion JPY in 2014 



Three Arrows of “Abenomics” 
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First Arrow 
Aggressive Monetary Easing  

Second Arrow 
Massive Fiscal Stimulus 

Third Arrow 
Growth Strategy that Spurs Private 

Investment 

Not unlimited 

Key to recovery of 
Japanese economy 



(Reference) Japan Revitalization Strategy 
～JAPAN is BACK～ 

２．Roadmap to Growth 
(1) Unleashing the power of the private sector to the fullest extent 

The private sector holds the key to strengthening the competitiveness of industries. 
To ensure that the expectations for the exit from deflation created by the “first arrow” and 
“second arrow” do not end up being temporary, the vast quantities of funds which lie idle in 
companies must be directed towards investments that generate future values. 

(Omitted) 
In addition, to ensure that shareholders and other stakeholders proactively support the 
forward-looking initiatives by company managers, corporate governance will be reviewed so 
that Japanese companies will excel in international competition. 
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○ Announced in June 2013 (extract) 
       * Revised in June 2014 (covered later） 



Changes in the Election of Outside 
Directors  
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Governance Reforms behind 
Improvements 
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2004 Principles of Corporate Governance for Listed Companies  

2006 Introduction of corporate governance report 
 Made it easy to compare governance information between listed companies  

2007 Introduced Code of Corporate Conduct  

 2009 Reviewed listing rules for securing the independent director(s)/auditor(s) 

 2012 Composition of independent directors/auditors  
 Revised in response to corporate scandals 

  2014 
 

Formulated Japan’s Stewardship Code (Financial Services Agency) 

Reviewed Securities Listing Regulations  
 Shall strive to have at least one independent director on the board of directors  

Bill passed to revise part of the Companies Act (Diet)   
 Requirement to explain reasons why appointing outside directors in not appropriate 

2015 Introduction of Corporate Governance Code 
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Ⓒ2015 Tokyo Stock Exchange,Inc. All rights reserved. 7 

(Source) Tokyo Stock Exchange, Inc. 

[End of December 
1989] 

TOPIX  2,881.37 
points 

[End of August 1986] 

TOPIX  1546.74 
points 

[End of March 2015] 

TOPIX  1543.11 
points 



Stock Price Changes in Other 
Countries 
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Increase 
D

ecrease 

 Only Japan shows stagnant stock price (calculated in USD. Index as of the 
end of 1989 is set to 100) 

(Source) Bloomberg 



ROE by Country  
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Initiatives to Promote Highly Independent 
Directors  
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 Ensuring a high level of independence 
 Independent Directors/Auditors: listing rules that requires the securing of outside 

directors/auditors are highly independent, fulfilling criteria prescribed by TSE 
 Individuals from major clients may be appointed as outside directors but may not 

become independent directors (do not meet independence criteria prescribed by TSE) 
 Must disclose description of relationship when appointing individuals with a business 

relationship, even if the relationship is not major 
 Obligation to strive to appoint independent directors 

 Introduced obligation to strive to appoint independent director(s) in accordance with 
the additional resolution to the outline of revisions to the Companies Act by the 
Legislative Council 

 TSE Securities Listing Regulations that provide that listed companies shall strive to 
have at least one independent director on the board of directors  

 “Comply or explain”: obligation to explain why appointing an outside director is not 
appropriate was introduced following amendments to the Companies Act 

 Introduction of Corporate Governance Code 
 Applied a principle stating that listed companies should appoint 2 or more independent 

outside directors 
 If companies listed on the First Section or the Second Section do not comply with this 

principle, then they must explain their reasoning (“comply or explain”) 
 



Japan Revitalization Strategy  
– Revised in 2014 
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1) Drafting the Corporate Governance Code, etc. 
Corporate governance is the system which supports companies making timely entrepreneurial decisions with 
transparency and integrity and with due regards to the views of shareholders as well as customers, employees, 
local communities and other stakeholders. Principles outlining key elements of good governance should help 
companies’ initiatives towards sustainable growth of their corporate values and would thereby contribute to the 
prosperity of the companies themselves, investors and, ultimately, the whole economy. 
The “Corporate Governance Code” will be drafted, specifying the principles of corporate governance to be 
applied by listed companies. The Code will be drafted by referring to, among other rules, the Tokyo Stock 
Exchange’s existing rules and guidelines regarding corporate governance, and the OECD Principles of Corporate 
Governance. The Code will, while reflecting the circumstances of Japanese companies, aim to attain 
international reputation. To that end, a council of experts of which the Tokyo Stock Exchange and the Financial 
Services Agency will jointly act as a secretariat, will aim to prepare key elements of the Code by around this 
autumn so that the Tokyo Stock Exchange can newly draft the Code in time for the next year’s season of 
general shareholders’ meetings. Effectiveness of the new Code shall be ensured through “comply or explain” 
approach. The listing rules of Tokyo Stock Exchange will require listed companies to either comply with the 
principles contained in the Code or explain the reason why they did not comply with such principles. 



OECD Principles of Corporate Governance 
 Drafted in 1999, revised in 2004 
 Outline 

 

Ⓒ2015 Tokyo Stock Exchange, Inc. All rights reserved. 12 

(Extract from materials used at First Meeting of the Council of 
Experts Concerning the Corporate Governance Code)  



Corporate Governance Code in Other 
Countries 
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(Extract from materials used at First Meeting of the Council of Experts Concerning the Corporate Governance Code)  



Drafting Process 

14 

Japan Revitalization Strategy 
Revised 2014 (June 2014) 

Government 

Code becomes effective 
(June 2015) 

FSA & TSE TSE 
Council of Experts 

(From August 2014) 
Advisory Group on Listing System 

Improvement (From December 2014) 

Final Proposal for Code 
(March 2015) 

Outline of Development of Listing Rules 
(February 2015) 
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Growth-oriented Governance 
 
 
 

Outline of Corporate Governance Code 
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Sustainable corporate growth 
and increased corporate value 

over the mid-to-long term  

Proper 
discipline 

 
Released 
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Governance 
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Outline of Corporate Governance Code 
 Three Tier Structure 

 
 
 
 
 
 
 

 Principles-Based Approach 
 NOT a familiar rules-based approach  
 Abstract norms (principles) cited 
 Specific decisions on how to respond are autonomous  

 Comply or Explain 
 If any principles are not complied with, explain the reasons 
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General 
Principles 

Principles 

Supplementary 
Principles 

Universal principles and aims prepared based on the 
OECD Corporate Governance Principles (5 Principles) 

Organize “general Principles” into each 
component, and state specific measures to 
achieve such principle and aim (30 Principles) 

Supplement “Principles” and state 
specific measures to achieve the 
principle and aim of “General 
Principles” (38 Principles) 

73 
Principles 



Development of Listings Rules for the 
Implementation of the Code 
 Establish Code 

 Adopt from June 1 
 

 Explain reasons for non-compliance with the Code  
 Introduction of  “comply or explain” framework 
 Companies listed in First Section or Second Section: subject to all 

73 principles 
 Companies listed on Mothers or JASDAQ: only subject to 5 general 

principles 
 

 Abolish “Principles of Corporate Governance for Listed 
Companies” 
 Replace with a provision on respecting the spirit and intent of the 

Code 
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Appointment of two or more independent 
directors 
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Next steps  
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Appendix 

 
 



Number of outside/independent directors 
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Appendix 



General principles  
of the Corporate Governance Code 
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