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T he Malta Summit in the fall of 1989 stands as a symbol marking 

the end of the Cold War. Back then the Nikkei was at an all-time 

high of 38,957.44. In the following 23 years it has never come close 

to recapturing that level. I attribute that to intensifying global competition. 

With the Cold War out of the way, more and more countries were free to 

adopt the model which served Japan so well in the years after World War II: 

a focus on economic development rather than on military spending. Japan’s 

misfortune has been other country’s good fortune. The last two decades have 

seen the spectacular rise of the BRIC nations—particularly China—and the 

emergence of Asia as a whole.

After Black Monday in 1929, U.S. stocks took 25 years to return to their 

pre-crash levels. The year 2015 will mark a quarter century years since the 

collapse of Japan’s bubble economy. If, however, we look at the Tokyo Stock 

Exchange in market-capitalization terms, the market reached close to its 

1989 level in 2007. Calculated in dollar terms, it actually exceeded the bubble 

high in 2000. At the moment, in dollar terms, it is closing in on the level just 

prior to the bubble bursting.

Japanese corporations are still grappling with the lowest price-to-

book ratios in the developed world, as well as the “inconvenient truth” of 

starkly declining international competitiveness. Nonetheless I believe that 

Japanese companies are capable of achieving feats impossible under Western 

management models. Now represents the last chance for Japanese companies 

to win back some of the strength they have lost over the last two decades. 

Economists have a theory that the size of the 46-to-50-year-old 

demographic has a big impact on domestic demand. In Japan, from about 

last year, the so-called “junior boomers” entered the age range of maximum 

spending and are expected to drive consumption until 2020. Japan’s junior 

boomers will peak out at the same time as China’s baby boomers, but 

southeast Asia will only hit its peak of consumption in the years between 

2035 and 2050. Japanese companies must get serious about putting their 

know-how to work and leverage their geopolitical advantage throughout the 

Asian region.

After the 2011 Great East Japan Earthquake, I heard about a British 

volunteer who organized a group that came to help out in the disaster area. 

His motivation was surprisingly simple: he loved Japanese sake. When he 

reached out to fellow sake fans, he had no trouble assembling a big team. 

For the first two years after the earthquake, conditions were not right for 

publishing ZIPANGU magazine. Now, I want to use this issue to send a 

loud and clear message that “Japan is back” to lovers of Japanese stocks 

everywhere. I also want to thank the sponsors and everyone else involved in 

producing the magazine.

Shingo Yoshino
Producer, ZIPANGU magazine

President, Zipangu Japan
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Building a Timely 
Business Model

Providing technicians to the construction industry on a 

temporary basis, Yumeshin Holdings is benefiting from 

both the population squeeze and the Abenomics boom.
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A fter a gap of a quarter-century, 

the world is again showing 

interest in Japan. The main 

reason? The stock market rally ignited 

by Prime Minister Abe’s reflationary 

policies. For now, the jury is out as to 

whether Abenomics will deliver growth 

as promised or just end in another false 

dawn, but Shingo Sato, chairman and 

CEO of Yumeshin Holdings, a supplier 

of technicians and supervisors to the 

construction industry on a temporary 

basis, is bullish either way. That’s 

because his business model is based not 

on short-term factors but on population 

trends and labor market deformations 

dating back decades.

Post-war Japan experienced rapid 

economic growth, and vast sums were 

disbursed on public works, never more 

so than in the go-go 1960s. Japan’s big 

construction firms responded with a 

hiring binge that lasted up until the 

early 1970s. But when the economy 

cooled down with the oil shock of 1973, 

then went of a cliff in the 1990s, their 

hands were tied; lifetime employment 

Yumeshin Holdings

contracts prevented the industry from 

firing any of the legions of technicians 

they had hired, and the only way they 

could deal with cratering demand was 

by not employing any new workers for 

years on end. 

“The people the big construction 

firms hired during the high-growth 

years—basically the baby boomers—

have been in their jobs for forty or 

more years,” explains Sato. “Now the 

construction sector, like all Japanese 

industry, is confronting the so-called 

‘sixty-five problem’: that as this 

generation retires, there’s no one ready 

to take over their jobs.” 

In the construction sector, this 

manpower problem is uniquely acute. 

The baby boomers are retiring from the 

big firms at the rate of 10,000 per year 

and a mere 2,000 are being hired in their 

A looming problem for the construction industry
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Whether construction investment flatlines or declines, the 
rapidly decreasing supply of technicians will still create a 
widening gap between supply and demand.

Widening gap

Source: Estimates from Construction Handbook, 2012, 
Japan Federation of Construction Contractors

Shingo Sato 
Chairman and CEO
Yumeshin Holdings Co., Ltd.
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Y
umeshin plans to hire 1,200 new 

employees annually for the next 

five years. Few other Japanese 

companies, regardless of their size, are hiring 

so aggressively.

Yumeshin is in sight of its goal of 1,200 

new hires by September 2013. How has the 

company achieved so ambitious a target? 

Success comes down to the following three 

strategies.

1. Creating a network of Yume Tansaku 

Cafés in Japan’s key cities: The company 

reaches out to potential recruits through 

daily company information sessions and 

employment consultations held at its own 

café-style recruitment centers in Tokyo, 

Yokohama, Osaka, Nagoya, Sendai and 

Fukuoka.

2. Deepening the pool of job applicants: 

Traditionally the building trade only offered 

jobs to graduates from the sciences or from 

architecture. By the simple innovation of 

also targeting arts graduates, Yumeshin 

has increased the number of possible job 

candidates in absolute terms.

3. Lengthening the period in which job 

applications are accepted: For people 

looking to change jobs mid-career, the 

hiring season is normally limited to the six-

month period between October and March. 

Yumeshin extended the season to the full 

year. It currently expects to take on 50 mid-

career hires a month, or 600 per year.

Thanks to these innovative approaches, 

Yumeshin is confident that it will have 5,500 

technicians and supervisors in its employ by 

September 2017.

Full-time Technicians Hired at Yumeshin
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The arrow represents sales and profits rising in 
proportion to the number of technicians hired.

Hiring on a Grand Scale



place, resulting in an annual shortfall of 

8,000 people. A full third of the 300,000 

construction technicians currently 

working are over fifty-five years old and 

due to retire within the next 10 years. 

As if that wasn’t bad enough, Japan’s 

overall population is shrinking, and the 

long-depressed construction industry 

remains unpopular with job-seekers, 

suppressing new supply. 

This labor shortage mattered 

little while Japan’s economy was still 

reeling from the 2008 financial crisis; 

supply and demand stayed more or less 

balanced until a couple of years ago. 

Then two things turned the situation 

upside down: first, came the March 2011 

earthquake (meaning a construction 

boom in the disaster area), then, 

more recently, the Abenomics effect. 

The fact that much of Japan’s ageing 

Yumeshin Holdings

Gearing up for growth

infrastructure is in need of serious 

repair is also driving demand upward. 

“The demand for technicians is rising at 

a steady 2 to 3 per cent a year while the 

absolute supply is shrinking,” explains 

Sato. “That creates an automatic market 

for us.”

S ato is preparing to take full 

advantage as the supply/demand 

gap widens over the next several 

years. This year Yumeshin hired 1,200 

new staffers—versus just 400 last 

year—and Sato’s bold five-year plan sees 

the company hiring at the same level, 

and higher, through to 2017. The firm 

has even set up five Yumeshin cafés 

around Japan that function as informal 

recruitment centers. “Even 1,200 or 

1,400 people is a drop in the ocean 

compared to the 8,000-person-a-year gap 

created by retirement,” he says jovially. 

Since this year was the first for 

Yumeshin to hire on such a massive 

scale, the impact will only show up 

in next year’s figures. In the fiscal 

year ending September 2013, Sato is 

projecting sales in the construction 

technician temporary staffing division to 

jump almost 40 per cent to ¥9 billion and 

recurring profit to leap a whopping 80 

per cent to ¥1.95 billion (or almost 90% 

of the company’s consolidated total!). A 

major attraction of Yumeshin’s business 

model is that hiring more employees 

does not push up fixed costs (staff work 

on site, not at the head office), meaning 

profits expand exponentially. “The 

more people we hire, the more money 

we make. It ’s that simple,” Sato says 

gleefully.

Somewhat surprisingly, Yumeshin’s 

business is protected by a wide moat. 

After founding the firm as a builder-

architect 40 years ago, Sato began 

focusing aggressively on temporary 

staffing services in the 1990s after the 

bubble burst. “The construction sector’s 

been stuck in the doldrums so long that 

many of our rivals gave up and moved 

into different fields,” says Sato. “Being 

Consolidated Operating Margin

As management costs do not rise with sales, higher sales mean better profit margins.
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Yumeshin has set up four Yume Tansaku Cafés in key locations 
around Japan. Designed as comfortable spaces for relaxing 
and having a coffee, they serve as recruitment centers where 
job fairs and interviews can be held.

This specially commissioned manga 
comic shows potential recruits how 
working for Yumeshin as a construc-
tion technician will change their 
lives for the better.
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the ‘last man standing’ is another major 

competitive advantage.” 

As an industry fixture for decades, 

the company enjoys deep relationships 

with its customers and unparalleled 

insight into their needs. This strong 

sales network enables Yumeshin to keep 

its technicians working on projects of 

several months’ length back-to-back, 

with none of the downtime of the 

standard temp agency model. Alongside 

productivity, scale is another factor 

working in the firm’s favor. “Our rivals 

are minnows supplying a handful of 

Yumeshin Holdings

old hands for one-off projects,” Sato 

declares. “There’s no one else doing 

what we do: hiring young people in 

large numbers, training them up, and 

providing technicians by the hundreds 

or thousands.”

However ambitious the projections 

of his five-year plan may seem—and 

increasing sales of construction 

technician temporary staffing services 

by four times and profit by ten times in 

just five years is nothing if not bold—

Sato is confident of hitting his targets. 

He again stresses that he is not taking a 

risky bet on the outcome of Abenomics, 

but exploiting an epochal manpower 

shortage. “I see the plan as a sure thing 

that nothing can derail,” he affirms.

Yumeshin translates as “Dreams 

come true,” and it looks as though Sato, 

after his four decades mastering the ins 

and outs of the Japanese construction 

industry, has built a business model that 

will make both his—and Yumeshin’s 

investors’—dreams come true in the 

best possible way.

Regional
Strategy

Summary of Management Strategy

Growth Strategy is a simple equation.

× ＝ Management
Strategy

Recruitment
Strategy

■ Recruit more than 500 new graduates & 200 mid-career employees every year
■ Recruitment activities at “Yume Tansaku Café” every day
■ Aggressively recruit liberal arts students as well as architectural/science 
    students
■ Speedy development combining training and OJT
■ Improvement in motivation through performance-based system in the marketing
    dept.

■ Concentrate in the Tokyo metropolitan area due to the no. of population,
    construction and dispatch cost
■ Demand for rebuilding of buildings built in large numbers during the high-growth 
    period
■ Increase in major construction works (new JR Yamanote line concept, major
    renovation work on expressway in the capital, seismic strengthening of existing
    buildings, barrier-free, etc.)
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IR Team: (left) Daio Sato, Director 
and (right) Yuichi Yokomizo

Corporate Name: YUMESHIN HOLDINGS Co.,Ltd.

Address: Otsuka 3 Cho-me Bldg.  3-11-6 Otsuka, 
              Bunkyo-ku, Tokyo 112-0012, Japan

Phone: +81-35981-0670

Established: January 28, 1980

Listed on: JASDAQ Standard

Listing: September 18, 2003

Fiscal Year-End: September

IR Website: http://www.yumeshin.co.jp/ir/index.php

“As a listed company we have a duty to 

keep our stockholders well informed. We 

pride ourselves on our very thorough 

investor relations program. We know it 

will help us win the trust of the investment 

community and raise Yumeshin’s corporate 

value.”

Our IR Activities

individual investors.

institutional investors held at least twice a year.

Yumeshin homepage.

institutional investors accepted.

IR Street and the Yumeshin homepage.

the Yumeshin homepage.

improved on an ongoing basis for superior clarity 
etc.

Yumeshin homepage.

our website.

available at all times.
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T he election of Shinzo Abe to the 

premiership at the end of 2012 

gave a fillip to construction-re-

lated stocks. In a market that had been 

rallying strongly since the beginning of 

the year, shares in the big construction 

companies headed skyward starting 

April 3 only to crash back to earth on 

May 23 (the day after Ben Bernanke 

hinted at tapering his quantitative eas-

ing program).

The correction left the big construc-

tion firms trading on a PBR (price-

to-book ratio) of one or less. They no 

longer feel overvalued, and are priced to 

reflect concerns about latent losses on 

their real estate. Of Japan’s four leading 

construction firms—Taisei Corpora-

tion, Obayashi Corporation, Shimizu 

Corporation and Kajima Corporation—

only Obayashi is forecasting a decline 

in operating profits for the year ending 

March 2014, with the other three all 

predicting an increase. Of course, this 

upturn is taking place against a back-

ground of profits which declined in the 

year ended March 2013. Nonetheless, at 

their AGMs, all the construction giants 

emphasized their commitment to taking 

on profitable projects exclusively, and to 

passing on any rising costs. All four pre-

dict improved performance from March 

2015 onward based on new orders.

Haseko Corporation resumes dividends

The overall recovery in construction 

is reflected in the performance of the 

individual players: Haseko Corporation 

(1808), Japan’s biggest condominium 

builder, is a case in point. An integrated 

developer, Haseko originates, plans 

and implements large-scale residential 

projects. Thanks to a pick up in demand 

in the Greater Tokyo and the Osaka/

Kobe areas, the company is forecasting 

a dramatic recovery in profits for the 

second half of the current fiscal year 

(September 2013 – March 2014). 

Through affiliate Haseko Reform 

Inc., the company is also involved in the 

refurbishment and interior improvement 

business. Here an alliance with TSE 

First Section-listed security service 

specialist ALSOK (2331) in the crime 

prevention area is looking promising, 

and has triggered a swathe of analyst 

upgrades. While Citigroup Securities 

maintained its “neutral” rating on the 

stock in a May 22 note, it raised its 

target price from ¥80 to ¥150. A signifi-

cant increase in revenues may be off the 

cards, but the results for the year end-

ing March 2014 will probably set a floor 

under profitability levels, allowing for 

a steady recovery thereafter. Another 

positive is that the cleaning up of the 

balance sheet (a weakness for Haseko) 

is proceeding smoothly. Citigroup 

expects the company to resume divi-

dend payments in 2014 after a six-year 

interval. They forecast a payout of one 

yen per share for 2014, and two yen per 

share the year after.

In a note of May 24, Daiwa Securi-

ties maintained its “outperform” rating 

on Haseko Corporation and set a higher 

target price than Citigroup of ¥170 for 

the stock. Non-consolidated orders for 

Abenomics isn’t the only reason to be bullish on construction. Other 

positives for the sector include the government’s official growth strategy, 

Tokyo’s promising-looking Olympic bid, and a new maglev line.

Constructive 
Thinking
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the year ending March 2014 are ex-

pected to rise 5% y-o-y and exceed ¥300 

billion, the first time this figure has 

been achieved since 2008. The follow-

ing factors underpin Daiwa Securities’ 

positive evaluation of Haseko: 1. With 

the upswing in demand for condo-

miniums, big developers are moving to 

boost the number of units they supply. 

2. As mid-size developers also become 

more active, competition for orders will 

become less fierce. The big construc-

tion companies will respond to wors-

ening profit margins in the domestic 

market by becoming less aggressive in 

condominium-building, a traditionally 

low-margin business at the best of times 

3. Developers are more actively pass-

ing along costs like higher labor costs, 

something they had trouble doing up 

until now.

As the construction and real estate 

sectors build up their strengths and 

ready themselves for a rebound, there 

are some key factors worth bearing 

in mind. These are: first, the central 

government’s new growth strategy (one 

of the “three arrows” of Abenomics); 

second, the venue for the 2020 Olympics 

(the winning bid will be announced this 

fall); and thirdly, the start of construc-

tion for the linear motor car, a maglev 

with unique Japanese technology that 

will link Tokyo and Nagoya. 

 

Mitsubishi Estate’s Strategic Growth 

Center Project

Elite developer Mitsubishi Estate has 

positioned itself to benefit from Prime 

Minister Abe’s forthcoming initiatives 

to promote growth.

“Developing globally competitive cit-

ies” is one of Prime Minister Abe’s raft 

of new growth strategies. Designating 

cities as national strategic special zones 

will involve measures such as relaxing 

the regulations governing floor area ra-

tios and policies to increase the supply 

of high-quality real estate. The relax-

ation of floor area ratio regulations is 

obviously good news for the real estate 

companies which own the land in the 

designated zones and for the construc-

tion firms to whom they award build-

ing contracts. There is some concern, 

however, that demand could end up 

being concentrated in just a few areas, 

with no boost to nationwide demand, 

diluting the merits of the strategy at the 

national level.

Nomura Securities, Japan’s largest 

securities company, issued a report 

on June 16. It stated: “As a measure to 

boost real estate demand, efforts are 

being made to provide foreign com-

panies with incentives to locate their 

headquarters in Japan. That will involve 

measures such as improving access 

to Japan’s cities through upgrades to, 

for example, Narita and Haneda in-

ternational airports; creating a better 

living environment in the cities; and 

upgrading the medical and educational 

facilities on offer. Increasing the num-

ber of incoming tourists, beefing up 

Japan’s ability to host more meetings, 

incentives, conferences, and exhibi-

tions (MICE), and strengthening the 

Shin-Marunouchi Building
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country’s ability to bid for, and to host, 

major international events like the 2020 

Olympics should help stimulate demand 

for real estate such as hotels etc. The 

yen remaining weak as a result of the 

government’s monetary policies should 

lead to a rise in the number of short-

term overseas visitors. If, however, the 

aim is to boost the number of “semi-

permanent residents” (i.e., foreign 

companies and highly qualified foreign 

workers), then revisions to bring corpo-

ration tax, income tax and inheritance 

tax more in line with other countries 

may be needed.” Ultimately, cutting 

corporation tax was not mentioned in 

the growth strategy which the govern-

ment outline this June. The issue will 

form part of the platform of the Liberal 

Democratic Party for the upcoming Up-

per House elections. They will probably 

focus on cutting the tax rate once the 

elections are out of the way.

Against this background, Mitsubishi 

Estate (8802), one of Japan’s largest 

developers, is actively positioning itself 

to take advantage of the government’s 

growth strategy. To this end, it pro-

duced a detailed plan to attract foreign 

corporate tenants to its properties. 

Dubbed “The Strategic Growth Center 

Project,” it is a platform designed to sup-

port international venture business and 

companies who are aiming to penetrate 

the Japanese market, as well as domes-

tic venture businesses and companies 

seeking opportunities to expand opera-

tions abroad. It is based in Marunouchi, 

in Tokyo, the epicenter of Japanese 

business. Mitsubishi Estate established 

the Entrepreneur Group for Growing 

Japan (EGG Japan) as the headquarters 

for the project in the Shin-Marunouchi 

Building, a landmark building facing 

Tokyo Station. This May, Mitsubishi 

Estate held a press conference to an-

nounce that it had successfully attract-

ed four new international tenants, three 

from the U.S. and one from Belgium. 

Five member companies of the Tokyo 

21c Club, a members-only business club 

which forms part of EGG Japan, have 

already completed IPOs. They include 

Dip. Corp (2379), IT Media Inc. (2148) 

and Yume no Machi Souzou Iinkai Co., 

Ltd. (2484).

 

High Hopes for a 2020 Olympics 

in Tokyo

Outside of Abenomics, there’s some-

thing else the construction industry is 

getting excited about: the International 

Olympic Committee’s September 7 

decision on which city will get to host 

the 2020 Olympic games. Tokyo is one 

of the final three candidates along with 

Turkey’s Istanbul and Spain’s Madrid. 

If Tokyo does get selected, Japanese 

construction-related shares are sure 

to benefit. According to calculations 

of the Tokyo Municipal Government 

(June 7, 2012), expenditure on the 

Olympic Stadium, athletes’ village and 

other Olympic-related facilities in the 

Tokyo Bay area in the years from 2013 

to 2020 would amount to ¥355.7 billion, 

which averages out at about ¥50 bil-

lion annually. Tokyo submitted a plan 
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for a “compact Olympics” with 85% of 

the stadia and venues being within 8 

kilometers of the athletes’ village. As 

a result, the only complete new build 

would be the main Olympic stadium (to 

be known as the New National Olympic 

Stadium). All the other facilities would 

be refurbished existing sports grounds 

and stadia. The New National Olympic 

Stadium is expected to be the most 

expensive single construction project, 

costing an estimated ¥130 billion includ-

ing a retractable roof. The plan sees the 

New National Olympic Stadium being 

completed by 2019, in time for the open-

ing ceremony of the Rugby World Cup, 

which would serve as a dry run for the 

Olympics themselves. Construction is 

slated to begin in July 2014. At the time 

of writing (June 2013), it was not yet 

decided which construction companies 

would be involved in building it. From 

the perspective of the major construc-

tion firms, the projected construction 

costs are relatively modest. But it is 

worth pointing out that infrastructure 

will need to be upgraded in the run up 

to the games, something that is cer-

tainly good news for the construction 

industry at large. In addition to the New 

National Olympic Stadium, other new 

facilities are scheduled to be built in 

nine places alongside Tokyo Bay. Since 

it is relatively easy to secure land for 

development in the bay area, this should 

encourage the construction of com-

mercial and leisure facilities and lead 

to opportunities for real estate develop-

ers. The bayside area is a place of real 

promise for the sector. 

 

Construction on the Linear Line to Get 

Underway.

What is more promising even than the 

Olympics for the construction industry? 

Answer: the start of construction of 

the new linear motor car track which 

is scheduled to get underway in 2014. 

When JR Central (9022) officially an-

nounced its construction plans for the 

project on May 10, 2010, it gave the 

beginning of FY2014 as the start date. 

This schedule remains unchanged. Ac-

cording to the 2010 plan, linear motor 

car service between Tokyo and Nagoya 

will start in 2027, with total investment 

reaching a whopping ¥5.1 trillion. Of 

that, construction costs (as opposed to 

cost of rolling stock etc.) will account 

for ¥4.8 trillion of the total. Broken 

down over the 13-year life of the project, 

that averages out at around ¥370 billion 

per year—a sum that easily exceeds the 

total ¥355.7 billion earmarked for all 

Olympic-related construction projects! 

Stage two will see the line extended 

from Nagoya onto Osaka, with service 

slated to start in 2045. Total invest-

ment cost is estimated at ¥3.34 trillion. 

Over the sixteen years of the project, 

that comes to an annual ¥160 billion 

of construction costs. Factor in the 

development that will take place in the 

land alongside the new line, and you 

can see that the linear motor car should 

definitely help construction companies’ 

stock prices do some levitating of their 

own!



O nly six months ago, a foreign 

investor might have been for-

given for mispronouncing the 

current Japanese prime minister’s sur-

name. But over the last three months, 

Shinzo Abe and his three-pronged 

strategy of bold monetary easing, f lex-

ible fiscal policy, and structural reforms 

– dubbed “Abenomics” – have become 

household names, and expectations for 

a new period of economic growth in Ja-

pan are on the rise. After over 20 years 

of false dawns and disappointment, the 

Nikkei has soared nearly 85% in just sev-

en months, and trading volumes on the 

Tokyo Stock Exchange are up over 150% 

year-on-year. Even after a sharp correc-

tion in May, the index remains around 

60% above levels in the fall of 2012. 

The rally caught many brokerages 

off guard. Headcount shrinkage had led 

to dramatic reductions in Japan cover-

age by late 2012, leaving those firms f lat 

footed in early 2013. By contrast, Bank 

of America Merrill Lynch – whose pres-

ence in Japan dates back to 1947 - main-

tained broad sector coverage and has 

added to its Tokyo-based team. In the run 

up to BofA Merrill’s tenth annual “Japan 

Conference” for institutional investors, 

we spoke to Eiichi Katayama, head of 

Japan Research about the renewed focus 

on the Japanese market, and how he is 

positioning his team to respond.

“The interest in Japanese equities 

right now is greater than I can ever re-

member,” says Katayama, a top-ranking 

consumer electronics analyst, who has 

been covering Japanese stocks for over 

20 years. “But we knew that Japan was 

on the rise, and we knew many inves-

tors would be returning to a market that 

they had not followed closely for years. 

That’s why we have continued to invest 

in our platform, both in Japan and across 

the region, to make sure that we are well 

positioned to provide clients with the in-

sight they need.” 

Strength in Depth

This year, Katayama has already made 

two key hires to build out his team. In 

April, Kei Nihonyanagi joined BofA Mer-

rill as Japan auto sector analyst, bring-

ing with him not only in-depth knowl-

edge of the automobile sector, but also 

experience in the machinery, consumer 

electronics and construction industries. 

In July, Shusuke Yamada joined as chief 

Japan FX strategist, augmenting the 

firm’s macro analysis capabilities on the 

ground in Tokyo.

These two new hires add to an award-

winning global franchise. BofA Merrill 

was recently voted the top All-Asia Re-

search Team by Institutional Investor 

readers for the second consecutive year, 

following a No. 1 Global Ranking in 2012. 

Even in Japan, where the firm faces for-

midable competition from domestic gi-

ants, Katayama’s team has maintained 

a No. 2 ranking in the same survey for 

the past two years. But Katayama insists 

there is no room for complacency. “Our 

goal is to remain Japan’s leading global 

broker. Period.”

Since assuming the position of head 

of Japan Research in 2012, Katayama has 

focused on a strategy designed to dif-

ferentiate the firm from its rivals. One 

of his first steps was to reorganize the 

Japan Research Division into five broad 

sectors – Technology, Media & Tele-

communications, Materials, Machinery, 

Autos & Capital Goods, Financials & 

Domestic Industries, and Retail, Ser-

vices & Pharmaceuticals – each led by 

a seasoned expert. “We have built a very 

compact team of highly experienced an-

alysts, each of whom covers a relatively 

wide range of stocks. This allows us to 

provide powerful cross-industry analy-

sis of the themes that will move markets 

going forward,” explains Katayama.

But what really sets BofA Merrill 

apart, says Katayama, is its global con-

nectivity. “Japan’s growth story is very 

much intertwined with the recovery in 

global markets. That’s why it is vital for 

investors to understand the cross-border 

forces that can create huge opportunities 

and risks for Japanese companies.” Sector 
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leaders are in constant contact with their 

counterparts in Asia and globally, and are 

responsible for producing regular global 

sector analysis reports. “I truly believe 

we’re in a league of our own when it comes 

to global analysis,” declares Katayama, 

noting that the company now covers more 

stocks in Asia than in the U.S.

The Power of Two

Katayama also intends to leverage the 

recent integration of BofA Merrill’s top-

ranking Global Corporate Access Group 

into its Global Research organization as 
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another powerful differentiator in Japan. 

“Facilitating access to corporates and 

industry experts through roadshows, 

fieldtrips, strategic access events, and 

conferences is one of the most highly-

valued services we offer to clients. Over 

the course of 60 years in Japan, we have 

built up solid relationships with compa-

nies across the country,” he explains. 

“Aligning the Global Corporate Access 

function to Global Research ensures we 

offer clients timely access to the high-

est levels of corporate management, and 

provide opportunities that are closely 

connected to our thematic re-

search and investment ideas, as 

well as the f lexibility to cater to 

specific investor requests.” 

BofA Merrill’s annual Japan 

Conference, which celebrates 

its tenth anniversary in 2013, 

will be the first high-profile 

opportunity to demonstrate 

the new synergy between Cor-

porate Access and Global Re-

search. The longest-running 

event of its kind, the confer-

ence will take place over four 

days from September 17 to 20 at 

the Grand Hyatt in Tokyo’s chic 

Roppongi district. It will offer 

investors the chance to meet 

with top management from 

over 200 leading Japanese com-

panies, as well as to hear the 

opinions of renowned experts 

on Japan’s industry and econo-

my, and participate in industry-

themed tours to get a first-hand 

feel for the market.

With the Japanese equity 

market the focus of such attention, 

Katayama expects a record number of at-

tendees at this year’s conference. And if 

he and his research team’s analysis con-

tinue to prove true, the stock rally that be-

gan at the end of 2012 has not yet run its 

course. “Our house view is that the first 

two of Prime Minister Abe’s so-called 

“three arrows” have largely been priced 

into current valuations,” says Katayama. 

“If Abe’s third arrow really hits the mark, 

and the global economy continues to nor-

malize, then this will really give legs to 

the second stage of this rally.”

Eiichi Katayama
Head of Japan Research
Managing Director, Merrill Lynch Japan Securities Co., Ltd.
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E ntitled “No end to positive Japan,” a re-

cent investment strategy report from 

BofA Merrill must have raised some 

eyebrows. After an almost uninterrupted rise 

from November 2012 to May 2013, the Nikkei 

index suffered a series of setbacks from late 

May, at one point falling roughly 20% from its 

year-to-date peak. Amid growing concern about 

a slow-down in China and the possible end of 

quantitative easing in the U.S., the yen showed 

signs of appreciating while long-term interest 

rates spiked, in a trend diametrically opposed 

to the goals of the Abe administration. So has 

Japan’s bold experiment already run its course? 

Were hopes for a revival in the Japanese econ-

omy misplaced after all? Four of BofA Merrill’s 

macro-watchers explain why it may be too soon 

to write-off Abenomics.

“Abenomics is a well-designed three-year 

strategy to sustain economic growth while fa-

cilitating a rise in the consumption tax,” says 

Masayuki Kichikawa, chief Japan economist. 

“In its first year, the strategy aims to stimulate 

growth through increased fiscal spending and 

boosting consumption. In 2014, we should see 

the full benefits of the weaker yen in the form 

of greater capital expenditure and higher ex-

ports, which should compensate for a slowdown 

in household sector demand as a result of the 

consumption tax hike. And in 2015, Prime Min-

ister Abe expects that structural reforms and 

tax incentives will spur continued growth.” 

Kichikawa points to tangible results so far. 

“This year the Japanese economy got off to a 

robust start, supported by household consump-

tion and public sector demand. I expect it to 

continue to outperform its potential growth 

rate in 2014 too.” In the short-term, he says, the 

key now is the extent to which the latest policy 

decisions affect households’ and companies’ in-

f lation expectations and financial behavior. “If 

households shift even several percent of their 

more than 1,500 trillion yen of financial as-

Masayuki Kichikawa, 
Chief Japan Economist

sets into investment trusts, the combination of 

the yen’s depreciation and strong stock prices 

would get a further boost.”

The upturn in the economy will continue to 

impact the stock market positively in the short-

er term too, says Chief Japan Equity Strategist 

Naoki Kamiyama. “We should see the Bank of 

Japan’s so-called “different dimension” in mon-

etary easing and fiscal expansion impacting 

positively on the real economy through increas-

es in companies’ summer bonus payouts.” 

“Still, there are concerns about the U.S. 

economy slowing in the July-September quar-

ter. That ’s why I expect stocks to trade sideways 

until September or so. Since the growth rate of 

the U.S. economy looks likely to pick up again 

in the October to December quarter, I forecast 

the Nikkei ending the year in the 15,000 to 

15,500 range.”

Shogo Fujita, chief Japan bond strategist, is 

similarly optimistic on the interest rate outlook, 

despite the recent turmoil in the bond market. 

“The Bank of Japan’s ultra-accommodative 

framework went far beyond market expecta-

tions in both quantitative and qualitative terms. 

Such change is inevitably accompanied by vola-

tility. But as the bank fine-tunes its bond-buy-

ing operations, I expect the supply/demand bal-

ance to improve. That should result in a decline 

in volatility and a halt to rising yields.” 

The weakening of the yen – or a correction 

to the currency’s over-valuation in BofA Merrill’s 

view – is a vital factor supporting the bullish sce-

nario on Japan. Shusuke Yamada, who recently 

joined the firm as chief Japan FX strategist from 

fixed income giant Pimco, promises a rigorous 

analytical approach to predicting the currency’s 

future course. “For the first time in years, people 

are really talking about the Japanese currency in 

a context other than the carry trade. I want to fit 

this important new trend into a deep analysis of 

the world economy to explain likely movements 

in the FX markets going forward.”

Naoki Kamiyama, 
Chief Japan Equity Strategist

Shogo Fujita, 
Chief Japan Bond Strategist

Shusuke Yamada, 
Chief Japan FX Strategist



has to change in response to changes in 

society,” he said. “By pulling together 

financial information, strategy, gover-

nance and non-financial information in 

a consistent format, Integrated Report-

ing can change how companies actually 

behave.”

Kunio Ito, a professor at Hitotsub-

ashi University, then delivered the key-

note speech on “Integrated Reporting 

and Corporate Reform.” Professor Ito 

emphasized that “Integrated Reporting 

offers a space for dialogue which every 

part of a company can access. By knock-

ing holes through the walls of the silos 

into which companies are often divided, 

it brings the whole organization togeth-

er in the ideal way.”

Next up was Yoichi Mori, a JICPA 

researcher, who provided an overview 

of the Consultation Draft of the Inter-

national <IR> Framework. Mori talked 

in considerable detail about the organi-

zation and goals of the IIRC, the back-

ground to <IR>, the positioning and 

make-up of the Framework, the likely 

users of <IR>, as well as its basic princi-

ples, component elements, the creative 

process and disclosure.

The final events was a panel discus-

sion. The theme was “Toward the Im-

plementation of Integrated Reporting.” 

There were two speakers each from the 

corporate side and the investment side, 

discussing their expectations and ap-

proach to <IR>.

T he International Integrated Re-

porting Council (IIRC) is an 

organization that is seeking to 

create a globally accepted international 

<IR> framework. This April the IIRC 

published its Consultation Draft of the 

International <IR> Framework. Having 

solicited worldwide feedback on the 

document over a 90 -day period ending 

on July 15, the IIRC means to create and 

announce its International <IR> Frame-

work by the end of this year. Japan Ex-

change Group and the Japan Institute of 

Certified Public Accountants (JICPA) 

have been involved in crafting the IIRC 

Framework from the beginning. This 

seminar was their opportunity to mark 

the publication of the IIRC’s Draft.

Paul Druckman, the CEO of IIRC, 

made a speech entitled “IIRC and In-

tegrated Reporting,” stressing the im-

portance of <IR>. “Corporate reporting 
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Corporate reporting: 
Changing along with society 

Integrated Reporting Seminar in Tokyo

Japan Exchange Group teamed 
up with the Japan Institute of 
Certified Public Accountants 
(JICPA) to hold a seminar on 
Integrated Reporting, or <IR>, 
on June 7 in Tokyo. The event 
was designed to raise awareness 
of <IR> in Japan.

Paul Druckman, CEO of IIRC

Yoichi Mori, JICPA
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W hy is there such a demand 

for Integrated Reporting? 

I want to start by pointing 

out some “inconvenient truths” related 

to current corporate reporting. First is 

the fact that the long-term utility of the 

financial information which makes up 

the core of corporate reporting is in de-

cline. Numerous Western researchers 

have proven that to be true. Second is 

the fact that companies are publishing 

more—and ever more diverse—data. 

The problem is that with no global stan-

dards governing the manner in which 

the information that companies volun-

tarily disclose is presented, formats 

and descriptive terms vary company by 

company. Thirdly, although intangible 

assets are becoming an increasingly 

important determinant of corporate 

value, corporate reporting still chooses 

to highlight tangible assets over intan-

gible ones. That is why there is a rising 

tide of people insisting that companies 

should be proactive in reporting their 

non-financial information as well as fi-

nancial information.

Truth be told, Integrated Report-

ing is the best way to address all the 

“inconvenient truths” bedeviling cor-

porate reporting. Integrated Reporting 

is a system that combines non-financial 

reporting, for example on a company’s 

approach to things such as the environ-

ment or corporate governance, with the 

traditional financial reporting element. 

The problem Integrated Reporting cur-

rently faces is too much freedom and a 

lack of rules. Nonetheless, as a result 

of companies thinking “outside the 

box,” we are groping our way closer to a 

framework for Integrated Reporting.

Japanese companies are currently 

confronting an “inconvenient truth” of 

their own. Japan used to be seen as one 

of the world’s most innovative nations. 

Since the late 1990s, however, our firms 

have suffered from chronic low profit-

ability. Management must evolve to keep 

creating value on an ongoing basis.

Looking at the development of Japa-

nese companies’ competitiveness, we 

can see that at the first stage—I will call 

it “Japanese Corporate Competitiveness 

1.0”—they built their fundamental com-

petitiveness based on unique strengths 

of high quality and low cost. That was 

the 1980s. Then in stage two, “Japanese 

Corporate Competitiveness 2.0,” they 

achieved “auto-optimization,” weighing 

up their own strengths and weaknesses 

to realize high added value and high 

profitability.

Now, when people talk about Japa-

nese companies, declining international 

competitiveness is the issue that most 

concerns them. Just look at the league 

tables: In the first half of the 1990s, Ja-

pan was in the global top five; but by the 

late 1990s, it had dropped out of the top 

ten. That is the point where “Japanese 

Corporate Competitiveness 2.0” had 

reached its limits. 

How can Japan overcome this lack 

of competitiveness, the innate cause of 

the recent lost decades? Japan needs to 

build a new model: “Japanese Corporate 

Competitiveness 3.0.” What do I mean 

by that? I mean a self-adjusting model 

whereby companies respond in their 

totality, and with speed and agility, to 

changes in the business environment. 

What does that imply? It means moving 

beyond silofication and partial optimiza-

tion to achieve knowledge creation later-

ally across the group; ultra-acute orga-

nizational responsiveness; the ability to 

weather, even evolve through, crisis; and 

effective corporate brand management.

Because Integrated Reporting helps 

induce and realize lateral, integrated 

thinking, it will help bring about this 

“Japanese Corporate Competitiveness 3.0.” 

For example, Integrated Reporting, by 

offering a space where all the sections 

of companies can engage in open dia-

logue, knocks holes in the vertical par-

titions that divide organizations, lets in 

fresh air and catalyzes organizations to 

move from partial optimization to a total 

optimization model. Let me put it like 

this: I believe that Integrated Reporting 

is an innovation that will bring about a 

revolution in the way Japanese compa-

nies are run.

KEYNOTE SPEECH

Kunio Ito, a professor at Hitotsubashi University, delivered 
the keynote address on the subject of “Integrated Reporting 
and Corporate Reform.” Professor Ito stressed that Integrated 
Reporting actually helps drive change and innovation in 
companies.

Professor Kunio Ito
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T
he seminar concluded with a 

discussion. The moderator was 

Kiyoshi Ichimura, executive 

board member of the Japanese Institute 

of Certified Public Accountants. Tetsuaki 

Shiraiwa, group leader of IR at Shiseido, 

and Konomi Fujimori, the IR department 

manager of Lawson Communication 

Station, represented the corporate side. 

Meanwhile, the investment community 

was represented by Katsuya Kikuchi, chief 

fund manager of the equities division at 

Daiwa Asset Management and George 

Iguchi, the head of equities at Nissay Asset 

Management. The theme of the discussion 

was: “Toward the Implementation of 

Integrated Reporting.”

ICHIMURA: To get the ball rolling, I would 

like to hear from Shiseido who create 

their annual reports with Integrated Re-

porting very much in mind.

SHIRAIWA: Shiseido was founded in 1872. 

We have 141 years of history. In the con-

text of our corporate reporting, the an-

nual report obviously has an important 

place. When we compile it, we always try 

our best to communicate our long-term 

efforts to create corporate value. Our 

mission as a company is “to create a cul-

ture of beauty and wellness,” and we set 

a lot of store on getting that across. From 

that perspective, we took advice from 

specialists in CSR and, starting in 2011, 

increased the amount of non-financial in-

formation in our annual report.

ICHIMURA: I’ve heard that Lawson is also 

making an Integrated Reporting-based 

report?

FUJIMORI: We are actually right in the 

middle of making it for the first time. 

We’re aiming to have it done by the end 

of August. It all started two years ago 

when the CEO suggested that we cre-

ate a sustainability report. We didn’t get 

down to it right away, but then came the 

Great East Japan Earthquake. As a com-

pany, we did a lot of relief work, helping 

victims. That had the effect of sparking 

a debate about our CSR activities, and 

ended up inspiring us to create this In-

tegrated Report. The things we had the 

most difficulty with were making the 

right system; figuring out what the read-

ers wanted to know; and then coming up 

with a story about our creation of value. 

The task of describing our company mis-

sion—Creating happiness and harmony 

in communities—in the report is a task 

that still lies ahead of us. I’m confident 

that we’re on the right track for Integrat-

ed Reporting. Why? Because we are al-

ready putting “integrated thinking” into 

practice and that’s the most critical part 

of the whole <IR> journey.

ICHIMURA: What is the feeling in the 

investment community about this move-

ment toward Integrated Reporting?

KIKUCHI: The important thing is how 

investors position non-financial informa-

tion when evaluating companies. The 

fact is that, as investors, we already eval-

uate companies based on all sorts of non-

financial information, even if we’re not 

fully aware of it ourselves. Let me give 

just one example: We’re always trying 

to gauge the quality of leadership of the 

company CEO, although that’s not some-

thing you’re ever going to extract from 

studying a financial chart or diagram. I 

think one problem is that procuring non-

financial information costs more money 

and effort than financial information. If 

reports based on Integrated Reporting 

became the norm, however, that would 

cease to be an issue.

IGUCHI: In my department we have 18 an-

alysts whose job it is to create five-year 

profit projections for the companies they 

cover based on the company reports. 

The most important part of an analyst’s 

job is to predict a company’s ability to 

create cashflow. At the same time, since 

November 2008 our analysts have also 

been evaluating 500 companies on ESG 

factors. They evaluate companies based 

on environmental, social and governance 

factors, but what we really focus on is the 

interrelationship between companies’ 

ESG evaluation and their stock price 

performance. In that sense, we take 

non-financial information very seriously 

indeed. We have great expectations of 

Integrated Reporting.

ICHIMURA: Thank you all very much in-

deed.

Panel Discussion

Talking about the <IR> Revolution



IR Team ( from left to right ) Ryo Takahashi, 
Satoko Yamazaki, Akira Tagaya, Kazuhiko Yoshimatsu
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Realizing Synergies—
and Fast

Newly created Japan Exchange Group (JPX) is aiming to position 
itself as “Asia’s preferred exchange.”



L isted on the TSE 1st section 

on January 1 this year, Japan 

Exchange Group (JPX) was 

created through the merger of Tokyo 

Stock Exchange Group (TSE Group) 

and Osaka Securities Exchange Co., 

Ltd. (OSE). While the TSE Group was 

particularly strong in securities trading, 

ranking third globally for trading 

turnover. OSE was a powerhouse in the 

trading of derivatives such as Nikkei 

Index futures. By combining these 

two major exchanges, JPX offers the 

strengths of both.

“The stock markets of emerging 

countries, from China on down, are 

growing at an astonishing rate. That 

creates an ever-fiercer competitive 

backdrop for exchanges here in Japan,” 

explains Akira Tagaya, director and 

chief investor relations officer of 

Japan Exchange Group’s corporate 

communications division. “JPX was 

created to respond to these changes 

from the trading side. The merger 

marks the creation of a new—and 

evolving—Japanese exchange. Thanks 

to the combination of the two exchanges, 

our product line has expanded to cover 

both equities and derivatives trading. 

In addition, we can implement a higher-

valued-added business model because 

of the vertical integration of everything 

from listing and trading to clearing and 

settlement. That’s the real advantage of 

JPX.”

JPX is currently rolling out three 

core strategies. One: to use the 

opportunity provided by the merger to 

re-envision the Japanese stock market 

as a market that develops with the 

Asian economy. Two: to combine the 

trading infrastructure and marketing 

capabilities of TSE and OSE to promote 

itself as a comprehensive exchange and 

a top-class Asian derivatives market. 

Three, to diversify revenue streams by 

expanding the OTC clearing business in 

a bid to become “Asia’s most preferred 

investment destination.”

Building on these three core 

strategies, JPX is working hard to 

realize synergy benefits from the 

integration of the two businesses as 

fast as possible. For example, it is 

focusing all stock trading at the Tokyo 

Stock Exchange. TSE Group and OSE 

previously had their own distinct 

trading systems, but the OSE system 

was integrated into arrowhead, the TSE 
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Realizing Synergies—and Fast

Akira Tagaya
Director&Chief 
Investor Relations Officer 
Corporate Communications 
JAPAN EXCHANGE GROUP, INC.



Group’s system, on July 7. In addition, 

the OSE 1st Section and 2nd Section 

will be shifted to the TSE 1st and 2nd 

Section. Explains Tagaya: “Integrating 

the two trading systems should help us 

carve out savings of around ¥8.5 billion 

from our current costs of ¥60 billion 

over the next three years.”

The derivatives exchange, 

meanwhile, will be located in the Osaka 

Stock Exchange. By March 2014, the 

derivative trading systems will be 

integrated into OSE’s J-GATE, making 

it possible to trade a wide range of 

derivative products, including Nikkei, 

TOPIX and JGB futures, on a single 

platform. The nighttime trading hours 

for TOPIX and JGB futures will also be 

extended.

Regulatory functions will be 

concentrated in Tokyo Stock Exchange 

Regulation, the TSE’s regulatory body, 

with responsibility for the derivative 

markets also being shifted there. 

Clearing functions, meanwhile, will be 

concentrated in the Japan Securities 

Clearing Corporation. By centralizing 

deposits, such changes should further 

reinforce risk management functions, 

and give a boost to liquidity and capital 

efficiency.

JPX is also committed to improving 

its IT systems in order to improve 

market functionality. “Electronic and 

automated trading is a powerful trend. 

Having the right system to handle 

Realizing Synergies—and Fast

such trading is key from a business 

perspective. The number of orders we 

deal with has risen 20 times in just the 

last decade. We need to have increased 

processing power and increased 

processing speed to properly respond.”

Japan Exchange Group’s medium-

term management plan covering FY2013 

to FY 2015 sees JPX developing a next-

generation version of arrowhead, its 

trading system, with a view not only to 

improving latency (processing speed) 

but also strengthening risk management 

functions. “Currently arrowhead can 

process orders in one millisecond. After 

the renewal, that should be down to half 

a millisecond. To deal with the risks 

stemming from system-dependence, 

we plan to use this opportunity to 

strengthen risk management to improve 

the reliability of the system,” Tagaya 

explains.

When it comes to international 

strategy, the focus of the medium-

term management is clear: Asia. 

“Geographically, Japan’s located in 

Asia, the world’s fastest-growing 

region. It ’s important for us to tap into 

that growth,” comments Tagaya. “We 

need, for example, to strengthen our 

cooperative relationships with other 

Asian exchanges and figure out ways 

that we can expand together.” In April 

2012, prior to the merger, TSE Group 

made an agreement with the Myanmar 

Central Bank to help it establish a stock 

exchange. The new JPX is even better 

equipped to help support other Asian 

exchanges in the years ahead.

“Asia is booming and Asian 

businesses here have an insatiable 

demand for capital. Japan’s capital 

markets are buttressed by around 

¥1,500 trillion yen in household financial 

assets that can help respond to that 

demand. To tempt Asian companies 

to make more use of Japan’s Stock 

market, we need to enhance the market 

environment and be proactive in 

reaching out to them. That’s another 

major focus going forward,” concludes 

Tagaya.

The world expects great things 

of JPX as it works toward creating 

an all-new Japanese exchange. That 

expectation is clearly visible in the 

performance of the stock. Having 

started the year at ¥3,740 on January 4, 

JPX’s share price hit a high of ¥12,250 in 

mid-April. (It currently stands at around 

the ¥10,000 mark.)

On June 26, the Nikkei Shimbun 

published a ranking of the Japanese 

stocks which had seen the biggest 

percentage rise in foreign shareholders 

for the six months to the end of March 

2013. With a 12.3% increase to the 29.3% 

level, JPX ranked a robust No. 2 overall 

for growth. Clearly overseas investors 

have great expectations for the newly 

created JPX. The next few years promise 

plenty of excitement.
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E stablished in 1998, FinanTec 

is an investor relations consul-

tancy that specializes in small 

and medium-size enterprises and new 

companies. FinanTec has successfully 

carved out a rock-solid niche in a sec-

tor traditionally dominated by the big 

brokers. The numbers tell the story: 

the company now has around 250 cor-

porate clients who entrust it with their 

investor outreach.

Masaki K ai, founder and CEO of 

FinanTec, started out at Mitsubishi 

Bank (now Mitsubishi UFJ) before 

working in the U.S. for a number of 

years; he then became director of a real 

estate developer startup, and later CFO 

of a listed company. “The stock market 

is a key component in Japan’s economic 

infrastructure, helping to create and 

support competitive f irms,” says Kai. 

“For the market to work properly, you 

need investors with risk capital on one 

side and companies willing to put that 

money to work on the other. My goal in 

setting up FinanTec in 1998 was to fa-

cilitate communication and build trust 

between those two groups.” 

Building Bridges, 
Building Trust
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respond to investors’ questions, they 

never went much beyond that in terms 

of opening up about their future plans. 

They were particularly remiss in pro-

viding an outlook on future profitabil -

ity. It was crazy. A fter all, what inves-

tors are really investing in is future 

performance! This realization inspired 

me to position the ability to help our 

clients develop and communicate clear 

mid-term plans as FinanTec’s unique 

sales point. It ’s our biggest dif ferentia-

tor and our greatest strength.”

Leveraging the internet

At the same time as providing con-

sulting services to its clients, FinanTec 

provides another equally essential IR 

service: pinpoint marketing that really 

reaches investors’ eyeballs. Right from 

the start, the company focused on le -

veraging the full potential of the inter-

net. It now manages “IR STREET,” an 

IR portal site, and “Tokyo IPO,” an IPO 

news portal site. The two sites are con-

sulted regularly by some 600,000 in-

vestors both inside and outside Japan.

“Ever since I set up the f irm, 

we’ve worked hard to di f ferent iate 

ourselves through our online of fer -

ing. Take IR STREET. In addition to 

the Japanese version, we offer an Eng-

lish version. It ’s easily the best-in-class 

online information source in English,” 

says Kai. “Also, the biggest investors 

in Japan are non-Japanese. We have a 

database with the mail addresses of 

some 6,000 foreign investors to whom 

we send regular IR bulletins.”

New IR businesses

FinanTec is proactive about moving 

into other IR consulting-related busi-

nesses. A fter the onset of the 2008 f i -

nancial crisis, foreign brokers savagely 

cut back on the number of SMEs and 

new companies covered by their in-

house analysts. Spotting a gap in the 

market, FinanTec began producing 

company reports written by indepen-

dent analysts. “We did this in response 

to very clear demand on the part of 

investors. They were clamoring for ob-

jective information on new companies, 

which was in extremely short supply,” 

Kai says.

This year also saw FinanTec move 

into f inancial intermediation. “Since 

the 2008 collapse of Lehman Brothers, 

the market has tended to undervalue 

SMEs and newly listed companies. You 

see plenty of f irms whose price book-

value ratio (PBR) is less than one. By 

improving their investor outreach, 

companies like these—especially those 

still being run by their founders—can 

achieve a fairer valuation. This in turn 

will mean more movement in the share 

price and more opportunities for imple-

menting capital policy. A high propor-

tion of the f irms FinanTec represents 

are owner-run. We saw a chance to help 

these f irms f ine-tune their capital poli -

cy and that ’s why we moved into f inan-

cial intermediation,” Kai explains. 

Ever-expanding FinanTec has a 

truly unique business model, but that 

model has proven every bit as success-

ful as it is dif ferent. Vive la dif ference!
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A new kind of consulting

What goes into building such re-

lationships of trust? First, companies 

have to recognize their duty to com-

municate with investors; second, they 

need to provide the investors with clear 

and transparent information. In prac-

tice that means companies need to put 

out timely updates on their business 

performance, and make sure they have 

clearly explained what their growth 

strategies are. This latter aspect is 

something FinanTec regards with the 

utmost seriousness, and that ’s why 

their consulting is built around helping 

clients develop clear mid-term busi-

ness plans to better communicate with 

the investment community.

“For a long time in Japan, IR was lit-

tle more than PR under another name,” 

explains Kai. “While the IR team would 



www.finantec-net.com/

Heard the word on the street?
An online investor relations hub, IR STREET offers 
one-stop access to the quarterly results, presentations, 
video interviews and news releases of 100 plus Japanese 
SMEs committed to enhancing shareholder value. 
       Have you heard the word? Streetwise investors use 
IR STREET.
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