Overview of Revision Proposals for the Financial Instruments and Exchange Act
and Act on Investment Trusts and Investment Corporations

Develop a new system for asset management (AM) business, large shareholding reports and tender offers to revitalize
the Japanese capital market by enhancing the capability and diversification of AM business and promoting dialogue

between investors and companies and ensuring transparency and fairness in the market
Promote constructive dialogue between investors and

Enhance the capability and diversification of AM business

companies
To promote constructive dialogue from a mid- to long-term
perspective, the following policies are to be implemented

Implement the following measures to improve corporate value and
returns to investors, including households, and revitalize startups
by enhancing the capability and diversification of asset

management by assisting new entrants. Clarifying the Large Shareholding Reporting Rule
Promoting new entrants Large Shareholding Reporting Rule: Ex post facto disclosure of

B Introduce a voluntary registration system for middle and back- shareholdings when the shareholder holds more than 5% of
office operations, and deregulate the requirement on the shares
personn_el structur_e of an AM company if entrusting the business B Clarify the scope of “joint holders” subject to aggregation
to a registered entity. o _ _ of the ownership ratio (in cases of acts of proposal not

B As in Europe and the US, where the division of AM businesses is directly related to corporate control without a continuous
advancing, AM companies will specialize in fund management agreement, the application is to be excluded)

functions (planning) and will be able to fully entrust their asset

management (investment instruction/execution) authority to Ensure transparency and fairness in the capital market
various AM companies.

To ensure transparency and fairness in the capital market, the

following policies are to be implemented
Enlarging the scope of the tender offer rule

Vitalizing Circulation of Unlisted Securities

B Take the following measures in order to promote new entrants
into the brokerage business of unlisted securities issued by
startups and vitalize the circulation.

» Deregulate the requirements for Type | Financial
Instruments Business only dealing with unlisted securities
for professional investors basically without receiving

Tender Offer Rule: To require disclosure of the purpose and terms of
purchase in advance and give all shareholders an equal
opportunity to sell their shares regarding a purchase of listed
shares exceeding a certain ratio

deposits.
* Allow registered Type | Financial Instruments Business B Make transactions through a market trade (on-floor transaction)
Operators to operate a PTS* for unlisted securities without subject to the application of the tender offer rule
authorization if the transaction volume is limited. .
* PTS (Proprietary Trading System) is a trading system that uses B Lower the threshold for a tender offer to be implemented
electronic technology to provide transaction intermediation services. from “1/3” to “30%” of the voting rights _0-
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