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1. Why Japan?
1-1. Attractiveness of Fundraising in Japan : Household financial assets
Japanese households hold over $16 trillion in personal financial assets, of which over 50% is

in cash, and around 80% when insurable products are included. Investments only account
for a small portion of household assets.

Compared to other countries, there are therefore business opportunities for asset
management companies to assist households increase their investment ratio.

Breakdown of Household Financial Assets (2021)2

Total Household Financial Assets TOP 10 (2021)?

Cash Insurance, pensions
US 87 B Stocks B Investment trusts
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[Household Financial Assets (USD Trillion)]

Sources: 1. Statista, Gross private financial assets in selected countries, viewed on Jul. 12, 2022.
2. Research and Statistics Department, Bank of Japan, Comparison of Flow of Funds between
Page 3 Japan, the U.S. and Europe, Aug. 20, 2021. EY



https://www.statista.com/statistics/275528/leading-countries-by-private-assets/#:~:text=Gross%20private%20financial%20assets%20in%20selected%20countries%20worldwide,financial%20assets%20globally%2C%20followed%20by%20China%20and%20Japan.
https://www.boj.or.jp/statistics/sj/sjhiq.pdf

1 - W hy J a pa n ? Institutional Investors

1-1. Attractiveness of Fundraising in Japan: Pension Funds Shifting Toward Overseas
Investments

Japanese pension funds including the world’s largest — the Government Pension Investment Fund
(GPIF) — manages over USD 2.5 trillion in assets.

Top 5 Pension Funds by AUM, Global (2021)1 Pension Funds by AUM, Japan (2020)1

Domestic World AUM
Rank Fund Country AUM(USD bn) Rank  Rank Fund (USD bn)

1 GPIF Japan 1,719 1 1 GPIF 1,719

2 Govgrnment Norway 1,305 2 13 Local Government Officials 248
Pension Fund
3 National Pension Korea 765 3 32 Pension Fund Association 121
4 National Soual China 448 4 36 National Federatlon of Mutual 118
Security Aid

5 Canada Pension Canada 390 5 59 National Public Service 80
6 85 Organization for Workers 60

Total 2,600

Sources: i Willis Towers Watson, Thinking Ahead Institute/Pensions & Investments World 300, Aug. 12, 2021.
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https://www.thinkingaheadinstitute.org/research-papers/the-worlds-largest-pension-funds-2021/

1. Why Japan?

Institutional Investors

1-1. Attractiveness of Fundraising in Japan: GPIF Shifting Toward Overseas Investments

The Government Pension Investment Fund (GPIF) has been expanding its international and
alternative investments which present potential new business opportunities for foreign asset

managers.

GPIF Investment Policy Evolution

® Changes in Portfolio Composition?

I __GPIF's Asset Holdings
l International International I Domestic Domestic
I Fixed Income Equity Fixed Income Equity
2013 | 11% 12% 60% 12%
2014 15% 25% 35% 25%
2022 25% 25% 25% 25%
________ =

® GPIF Investment Consignment (2021) 3

@ Foreign Asset

39% Managers
Total AUM Domestic Asset
USD 1,428 M
bn anagers
50% ® In-House
Management

» In 2018, GPIF revised its partial performance-based fee structure,
eliminating the threshold for performance linked remuneration

o Alternative Investments?2

(100 Million Yen)

25,000

20,000

15,000

10,000

5,000

21,585

9,444

2,130
833

2014 2016 2018 2020 2022

Infrastructure Real estate ™ Private equity

Sources: 1. GPIF, Basic Portfolio Concept, August 12, 2022
2. GPIF, Management/Operation Status, Jul. 12, 2022.

Page 5 3. GPIF, Assets under management by trustee organization, Jul. 12, 2022.
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https://www.gpif.go.jp/gpif/portfolio.html
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.gpif.go.jp%2Foperation%2F21434948gpif%2Funyoujoukyou_2021_10.xlsx&wdOrigin=BROWSELINK
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww%2Egpif%2Ego%2Ejp%3A443%2Foperation%2F21434948gpif%2Funyoujoukyou%5F2021%5F10%2Exlsx&wdOrigin=BROWSELINK&wdinitialsession=eea6d29f-b638-4e60-9d52-965a9869e99c&wdrldsc=2&wdrldc=1&wdrldr=Ewr_ServerCommunicationErrorClientError

Institutional Investors

1. Why Japan?

1-1. Attractiveness of Fundraising in Japan: Financial Institutions Shifting Toward Alternatives

Japanese financial institutions are shifting their portfolio compositions toward alternative
investments due to higher potential returns. There will be likely demand for the investment
management services of foreign AMCs with experience in alternative investment.

: Alternative Investments by Japanese
= 1
Policy Interest Rate - Japan Financial Institutions3

[%] Interest Rate on Ratio of Financial Institutions with Alternative
0.3 0.2 Gov't Bonds Investments (%)

0.2 100

0.1 95

0.0

-0.1 90

-0.2 85

-0.3 80

2009 2011 2013 2015 2017 2019
7> |85 82 86 79 85 82 89 93 85 96

70

m m . = o o = N M < 1N VW N 00 O
- - Ao i i i i i
Japanese Financial ;nstlt_ut;ons Loan-to 2 0 2 2 2 2 2 =2 2 ©®
Deposit Ratio D R D N S
[%] :
86 % — City Banks Domestic financial |nst|tlit|ons has accelerated their
90 === Regional Banks alternative investments.
80 |*~_ Sumitomo Mitsui Trust Bank announced the launch
o = of a capital and business alliance with CrossHarbor
70 81 % Capital.
60 Sumitomo Mitsui Banking Corp has acquired about
$400 million worth of shares of common stock in
50 ARA Asset Management.
[e0] o AN < O o N < O o
(o)) o o O O O i i i i i (o]
(@)] o o o O O o o o O O o
~— o o o o o o o @\ @\ o o
Sources: 1. SPEEDA. Interest rate, viewed on Jul. 1, 2022 4. The Nikkei, Domestic Financel Alternative linvestment Expansion of investment in
2. TOKYO SHOKO RESEARCH, LTD. Survey on Loan-to-Deposit Ratio for the Fiscal Year search of yielding a good return, Jun. 22, 2021
Page 6  Ending March 31, 2021, Jun. 3, 2021
3. Daiwa Institute of Research Holdings Conditions on SDGs and alternative investment

for financial corporations and pension funds , Financial Reports 2011~2019


https://www.tsr-net.co.jp/news/analysis/20210603_01.html#:~:text=%E9%A0%90%E8%B2%B8%E7%8E%87%E3%81%AF%E9%81%8E%E5%8E%BB,%E3%81%AF%E8%B2%B8%E5%87%BA%E3%82%92%E4%BC%B8%E3%81%B0%E3%81%97%E3%81%9F%E3%80%82

1. Why Japan?

1-1. Attractiveness of Fundraising in Japan : Other investors

Institutional Investors

A 10 trillion JPY university endowment fund was setup in 2021 and will be starting to invest
globally, including strategic investments into alternative assets.

Foundations are also attractive potential investors given their asset bases.

University Endowment Funds!

Foundations?

Japan’s University Endowment Funds (2019)

Endowment Fund

Rank

1

2
3
4
5

In 2021 the Japanese Government, concerned

Name

Japan Science and
Technology Agency (JST)

Keio University

Waseda University
Kyoto University
Tokyo University

(Million USD)

37,775

576
216
145
110

about the weak financial strength and
research bases of domestic universities

compared to their foreign counterparts, setup
a 10 trillion JPY university endowment fund in
JST.

Japanese universities trail global universities in

terms of the establishment and scale of
endowment funds.

Number of Foundations and Total Assets by Asset Size

Asset size Number of % | Total assets %
(Billion Yen) Foundations (Billion Yen)

less than 1 446 45% 183 3%
1~5 319 33% 700 14%
5~10 78 8% 525 10%
10~ 129 13% 3,990 73%

The total assets of the 972 foundations in Japan amount to 39.7
billion USD, and the assets are mainly invested in bonds and

stocks.

Page 7

Sources:

1. NHK, Japan's University Endowment Fund, Aug 23, 2022

2. The Japan Foundation Center, Current status of foundations in Japan, viewed on Aug.23, 2022
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https://www3.nhk.or.jp/news/html/20210805/k10013182741000.html
https://www.jfc.or.jp/bunseki-top/b4/

1 . W hy J a pa n ? Individual Investors

1-1. Attractiveness of Fundraising in Japan: Individual Investors

Concerns regarding sufficiency of post-retirement assets means there is potential for
increased investment by individuals.

Concerns Regarding Post-Retirement Assets Japan’s Household Financial Assets by Age Group (2019)4

According to the Ministry of Internal Affairs

and Communications,?® retired couples may = 5 reqﬁigﬁtgﬁer
face difficulties covering living expenses with g 0 | retirement
pension benefits alone, increasing the need S 15

for asset building post-retirement. %

FSA states couples in Japan will need to save — 10 19 17

around 20 million yen ($185,000) for c 14

retirement assuming they live to 95 years old

2 highlighting the financial challenges 0

associated with longer life spans. 50s 60s Over 70 [age]

There are business opportunities in helping
Return Multiple for Household Financial Assets in Major hOUSEhO|C|S increase their levels of investment
Countries 3 for retirement.

35 3.3 Japanese
% 3.0 individuals
o urgently need
S ’ to shift away
E 2.0 from
1.5 1.5 |traditional
1.0 savings and
T o o O W o N T © investment
& Hh 33388 5o o o methods
- 4 N N N N N N N N ’
* Base year = 1996
. 1. Statistics Bureau of the Ministry of Internal Affairs and Communications, Annual 3. Financial Services Agency, Financial Report, Sep. 15, 2016
Sources: Report on the Family Income and Expenditure Survey 2016 <Expenditures>; 4. Ministry of Internal Affairs and Communications, Survey of household economy, Jul.
Ministry of Health, Labour and Welfare, Example of Pension Amounts for New 1, 2022
Page 8 Beneficiaries (67 years old or younger) in Fiscal Year 2017 EY
2. NIKKEI ASIA, Japanese couples need $185,000 nest egg in era of 100-year life,

Aug. 12., 2022


https://asia.nikkei.com/Economy/Japanese-couples-need-185-000-nest-egg-in-era-of-100-year-life
https://data.oecd.org/hha/household-financial-assets.htm
https://www.shiruporuto.jp/public/document/container/yoron/sosetai/2021/

1. Why Japan?

Individual Investors

1-1. Attractiveness of Fundraising in Japan: HNWIs (High Net Worth Individuals)

Japanese HNWI population ranks second

in the world, with their wealth growing in recent

years. Moreover, Mass Affluent accounts for about 6.3% of the total households, and the
depth of the segments is one of the characteristics of the Japanese market.

HNWIs/U-HNWIs Population Ranking by Country (2020)1

Trends in HNWI Household Asset Levels and Number
of Households in Japan?2

[Thousands] 2011 2013 2015 2017 2019
7,000 i i
5909 Net financial
6,000 ! assets 0.4 0.7 0.7 0.8 0.9
U-HNWIs (USD trillion)
< 5,000
S Housefolds' 5o 54 73 84 &7
& 4,000 3,387 (K)
a Net financial
£ 3,000 assets 13 15 1.8 2.0 2.2
1,466 HNWIs (USD trillion)
2,00 | 1,317 Households
83 1,240
1,000 I I 702 591 435 397 994 257 ) 76 953 1,144 1,183 1,
0 I B n B u = Net financial
< c > © 9 x 9 o > 9 assets 1.8 2.2 2.2 2.2 2.3
“ 8 &8 £ 2 3% B 8 ¢ Mass (yspD trillion)
s £ 0 O n 5 - Affluent H hold
o L O ) ousenolds ' 5 687 3,152 3,149 3,222 3,418
©) % (K)
_____________________________________________________________ 2

Investable Assets

« HNWIs are defined as individuals who own investable assets worth over USD 1 million (around 100 million yen) and can be

classified into two types:

-U-HNWIs (Ultra High Net Worth Individuals)
-HNWIs (High Net Worth Individuals)

1 US
1 US

D 5 million or more (about JPY 550 million)
D 1 million = 5 million (about JPY 100~550 million)

Mass Affluent are defined as individuals with investable assets worth USD 0.5 million-1 million (about JPY 50~100 million)

Sources: 1. Capgemini, World Health Report, Jul. 9, 2020

2. Nomura Research institute. Japan’s Affluent Segment Consisted of 1,330,000 Households and Held Total Net Financial Assets of ¥333

Page 9 trillion, Dec. 21, 2020
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https://www.capgemini.com/news/press-releases/world-wealth-report-2021-north-america-breaks-5-year-trend-and-overtakes-apac-in-high-net-worth-population-and-wealth-2/

1. Why Japan?

Individual Investors

1-1. Attractiveness of Fundraising in Japan: Trends in Wealth Management (WM)

Younger generations, who are expected to be major WM clients in the future, prefer
conducting financial transactions through digital channels, which is expected to lead to
increased business opportunities for digital WM service providers.

Digital Trends Among Japanese Investors

Means of Financial Transaction by Age Group
(2018)1!

F2F/TEL PC/Tablet Smartphone Others

Most
205 23 g T 2 T T == | customersin
30s I 17 25 50 | | the 20-50 year
40s |25 38 35 old range
505 o 3 TR 23 utilize digital
60s 58 31 7 devices as
/0s 74 23 4 their main tool
80s 73 3= for financial
Over90 100 0

transactions

What Japanese investors expect from WM services?

Trends in Digital Use by Asset Managers in Japan

WM companies using digital equipment have shown
successful outcomes in response to investors' digital
shift

CAGR growth rates of WM companies(2018 to 2021) 3

Wealth Navi Money Design Toranotec
CAGR=74% CAGR=73% CAGR=205%
6.5 = 34.3 1= 54 0.05= 1.6
(USD million) (USD million) (USD million)

There are market opportunities for foreign asset

Real-time/Anytime Reporting 250, managers able to take advantage of their Japanese
Digital Contact 20% | competitors’ relative lag in digitalization
= “Filtered Communications _18‘% -
Standardized services 15%
Comprehensive Communications 14%
Direct Contact 13%
Customized Services 13%
Scheduled Reporting 12%
Sources: 1. Japan Securities Dealers Association, National Survey on Securities Investment, Dec. 2018

2. Capgemini, Asia-Pacific Wealth Report, Sep. 25, 2013

Page 10 3. Created by EY based on information from major asset management companies as of Jul. 2022 EY


https://www.jsda.or.jp/shiryoshitsu/toukei/data/2021honbun.pdf
https://www.capgemini.com/jp-jp/wp-content/uploads/sites/14/2018/11/Report_APWR-2018-11.pdf

Large Enterprises

1. Why Japan?
1-2. Attractiveness of Investing into Japan: Financial Market Stability/Large Enterprises
The Japanese stock market is highly liquid, and in addition to the abundance of listed stocks,
it is home to many large companies, ranking third globally for number of companies listed in
the Fortune Global 500.

Number of companies listed in the Fortune Global

Stock Market Trends - Japan 500 by country3
Major Stock Market Liquidity (2022/02)?
Market
Stock Capitalization i China |
+1 (100 million Value Traded Turnover Ratio
Exchange yen) (100 million yen) (%)*2 US I
I TSE 6,939,572 1,280,746 0.18J Germany ——
NYSE 30,152,664 6,862,847 0.22 France =
LSE 4,173,194 300,243 0.07 UK ——
Korea s
Number of Listed Companies (2022/04)2 Switzerland ==
— 4,000 Canada mm
)]
(O]
9 Holland
s 3,000
o8 Others I
€ 2,000
; A B EEEEE B R 0 50 100 150
© 1000 | © & M & &N - & N O
% R EEEEERERE B
g 2 22 2 0 £ 2 80
L
P E 285 8¢ 224
%) =z wn
<
=z
Note: *1 TSE: Tokyo Stock Exchange, NYSE: New York Stock Exchange, LSE: London Stock Exchange
N e Toan Ratfioc=(r.\:c1a|x|\/4mir|1-%)>F<{100 h, Market Trend: Stock Market dated in Feb. 2021
. . N Institut al Markets Research, Market Trends< <Stock Market>>, ated in Feb.
Page 11 sources: ; W%ﬂgrgedngrétToﬁgfE>a<g|l1anges. Market Statistics, updated in Apr. 2022 P EY

3. Fortune, Global 500, viewed on Jul. 6, 2022


http://www.nicmr.com/nicmr/data/market/stock.pdf

1. Why Japan?

SMEs/Startups

1-2. Attractiveness of Investing into Japan: Startups

The Japanese startup market has been active since the late 2000s, with growth investments expanding in recent years. As a
result, the number of startups with sufficient maturity and scale for large-scale fundraising is increasing.

The Japanese Government designated 2022 as the "first year of startup creation" and is accelerating the development of
domestic startups, including the establishment of new funds to attract overseas venture capital, meaning increased business

opportunities for foreign VC firms.
Funding amount and number of Japanese Startups!

Support for Japanese SMEs/Startups

(100 Million Yen) (Companies)

10,000 3,000
7,500 2,000
5,000
2,500 I I I 1,000

N N N N N N N N N N
o o o o o o o o o o
P = = = = P = = ~ N
N w IS [6)] (o)} ~ [e0) © o =

mmm Funding amount Companies

Growth Investment in Japanese Startups?

30 CAGR
3 >100M F!50-100ME 30-50M Il 20-30M 1620

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Average

groewthdeal 61 72 35 32 90 47 30 36 39 40 47 36
V4

Japanese Government’s “New Capitalism”3

» In 2022, the government formulated a “five-year
startup development plan" with the goal of
increasing the number of startups 10 times in the
next five years.

» In April 2022, the Prime Minister publicly announced
that investment in venture capital and startups will
be expanded, including from overseas, as well as
personal financial assets and long-term investment
funds such as GPIF.

First Investment in Japanese Startups by GPIF4

» In May 2022, GPIF embarked on a multi-billion-yen
investment via a venture capital fund.

» This marks the first time for GPIF to invest in a fund
for domestic startups.

Plan to establish a fund for foreign VCs>

» The government announced plans to establish a new
fund by FY2023 to encourage foreign venture
capitalists to invest in Japanese startups.

Sources 1. INITIAL, 2021Japan Startup Finance, Feb. 4, 2022
2. JPEA, Private Equity of Japan, viewed on Jul. 12, 2022
Page 12 3. Prime Minister's Office, Forum of New Capitalism, Viewed on Jul. 12,
2022

4. Nikkei, First Investment in Japanese Startups by GPIF, Jul. 4, 2022
. Nikkei, Investing in only foreign VC, Japanese Government will

establish a fund, May 18, 2022 EY


https://www.nikkei.com/article/DGXZQOUC286WG0Y2A620C2000000/
https://www.nikkei.com/article/DGXZQOUA17BGG0X10C22A5000000/

2. Expanding business opportunities for asset management companies
2-1. Overview of the Japanese asset market

Total assets under management (AUM) by Japanese asset management companies is 783
trillion JPY, having risen around 10%~20% per every year in the past decade.

AUM of Japanese asset management companies

(Billion Yen)
' 745,296
700,000
591,173
600,000 557,053
505,593
200,000 450,907
393,867 410,088
400,000
337,009
300,664
300,000
248,013

200,000
100,000

0

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
*Assets under managementin Japan are calculated as the sum of discretionary investment
management and advisory contracts, etc. and investment trusts.
Sources:.

1. The Investment Trusts Association, Japan Investment Trusts, Feb. 13, 2022
Page 13 2. Japan Investment Advisers Association , Tokei202209 , Feb. 13, 2022 EY



https://www.toushin.or.jp/statistics/statistics/data/
https://www.jiaa.or.jp/toukei/

2. Expanding business opportunities for asset management companies

2-2. Further measures to accelerate the shift from savings to investment

Amendments to the law concerning Defined-
Contribution Pension Plans*

In June 2020, eligibility ages for the Defined-Contribution
Pension Plan (individuals and corporations) were
extended and enrolment requirements were eased, to
extend people’s working life and increase post-retirement
savings.

For asset management companies, demand for
investment advisory and asset management is expected
to increase.

( Number of participants and assets in
defined contribution pension plans ) 1

(No. of people, Thousand) (Billion USD)
1,000 160
900 140
800
120
700
600 100
500 80
400 60
300
40
200
100 20
0 0
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
mmm |ndividual Type Corporate Type
= Amount of Asset, Ind Amount of Asset, Corp

Japanese Government’s
“Asset Income Doubling Plan” 2

In the "Basic Policy on Economic and Fiscal Management

and Reform (Basic Policy 2022)*1 released in June 2022,

the "Asset Income Doubling Plan" was formulated to
direct the financial assets of Japanese into asset

management.

Demand for investment advice and asset management is
expected to increase in line with the expansion of
investment in NISA, iDeCo, etc.

NISA Amendments to the NISA/iDeCo schemes
Tax-exempt investment | Tax-exempt period Account opening period
limit
Before After Before After Before After
amendment | amendment | amendment | amendment | amendment | amendment

A) NISA 1.2 million | 1.22 million | Maximum 5 | Can be Until 2023 | Until 2028
yen per year| yen per year| years transferred
to B) upon
termination
of the left
period
B) 0.4 million | No change | Maximum No change |Until 2037 | Until 2042
Tsumitate |yen per year] 20 years
NISA

Junior NISA will end at the end of 2023 due to low and slow growth of users.

iDeCo
Age to start receiving Eligible age for enrollment| Simultaneous enrollment
benefits with corporate-| DC
Before After Before After Before After
amendment| amendment | amendment | amendment | amendment | amendment
iDeCo 60 - under |60 — under |20 to under | 20 to under | In Permitted
70 years old| 75 years old| 60 years old| 65 years old| accordance | even if not
with terms | provided for
and in the terms
conditions. | and
conditions*

% Caps are set for company-type DC and iDeCo contributions.

Note: *Private pension plans comprise the Defined-Contribution Pension Plan and the Defined-Benefit Corporate Pension Plan. The latter is a pension system in which financial institutions, under
contract with the company concerned, manage and administer the plan where future benefits are predetermined.

Page 14

Sources: ! liaison council of Operational Management Institution, Defined Contribution Pension Plan Statistical data, Mar. 2021

*2 Cabinet Office, Basic Policy on Economic and Fiscal Management and Reform (Basic Policy 2022), Jun. 7, 2022
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https://www.pfa.or.jp/activity/tokei/files/dc_toukei_2021.pdf
https://www5.cao.go.jp/keizai-shimon/kaigi/cabinet/2022/2022_basicpolicies_ja.pdf

2. Expanding business opportunities for asset management companies
2-3. Trends in ESG: ESG-related markets/investor status

While ESG investment in Japan is low compared to other countries, it is on the rise.

ESG-related information is widely used for investment decisions, with issues such as climate change

attracting increasing interest among investors.

ESG investments
Trends in the ratio of ESG assets to total AUM1

70.0% 58.8% 63.2% 61.8% —— |
60.0% 52.6%
50.6% /
50.0% e US
48, 41.6%

40.00/0 3130/0 M ‘ 3790/0
30.0% 25.7% . .-° ‘33_20/0_._ Canada

' 21.6% ..o St 30
0,00 | 17:9% et o

- ¢ o Australia/New
10.0% 16.6% 18.3% S ootand

0.0% 3.4|°/o —€ | | | Japan

2014 2016 2018 2020

The ratio of ESG assets to total AUM increased by 20.9%
over the four-year period from 2016 to 2020.

Proportion of asset managers using ESG information in
investment decisions (2019)2

Individual investors’ interest in climate change (2019)3

2.1%
‘ 97.9% of Japanese asset managers
(48 companies) are using ESG
information in their investment
97.9% decisions.

OUsing ONot using

Climate change I A —r
Plastic waste reduction
Regional development I —

Circular economy

SDGs

Gender diversity [N —

Multi-cultural diversity
a m n m an 0 W )

M Very interested ®|nterested

Survey of 800 individual investors™® shows strong interest in

climate change.

m

a0

Sources: Compiled with reference to the following references.

Note: *! Retail investors holding minimum investable assets of 100,000 USD

1. The Global Sustainable Investment Alliance, The Global Sustainable Investment Review 2018, (1 USD=109.64 JPY as of Dec. 31, 2018)

Page 15 2. Ministry of Economy, Trade and Industry, Survey of asset managers on ESG investments (Dec. 2019)
3. Financial Services Agency and the Expert Panel on Sustainable Finance, Climate Change and Finance, Jan. 21, 2021
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http://www.gsi-alliance.org/wp-content/uploads/2021/08/GSIR-20201.pdf

2. Expanding business opportunities for asset management companies
2-3. Trends in ESG: By Investor Type (Institutional Investors)

ESG investment by Japanese institutional investors is approximately 336 trillion yen (as
of 2019), having grown more than ten times since 2015.

ESG

® Trends in ESG investment, Japan (2015-2019)!

(Trillion yen) (%)
400 60
55.9
350 336
50
300 41.7
40
250 35 232
200 30
150 16.8 136.6 20
100 11.4
56.3 10
50 26.7 .
0 [ 0
2015 2016 2017 2018 2019
mmm \/olume of ESG Investment Percentage of AUM
Sources: 1. Nomura Research institute. Individual Investors, 2020 Autumn
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http://www.yu-cho-f.jp/wp-content/uploads/2020autumn_articles10.pdf

2. Expanding business opportunities for asset management companies

2-3. Trends in ESG: By Investor Type (Individual Investors)

Although awareness of ESG investment among Japanese individual investors overall is

limited at 42%, younger investors (39 years old and below) are increasingly
interested in ESG-related equity investment.

ESG
ESG factors and equity investment

. 1
Awareness of ESG investment (2021) by age group (2020)2

Item Date Age Range (years)
Not Interested Interested
0-39 |40- |50- (60+
58% 42% 49 59
Need to Oct 2017 4 55.6|- 61.1| 63.8| 72.3
consider ESG % % % %
factors Dec 20187 63.1 62.2| 66.6| 72.4
24% O/O 0/0 0/0 0/0
No need to Oct 2017 | 12.319.0%| 6.3%]| 5.7%
consider ESG %
factors Dec 2018 | 8.8%| 14.6] 11.1]9.3%
% %
Not sure Oct 2017 | 32.1| 29.9| 29.8| 22.0
% % % %
Have experience in ESG investment  Have heard and interested Dec 2018 | 28.1| 23.2| 22.3| 18.3
Never heard but interested = Not interested % % % %
= No Opinion
Sources: 1. QuickKnowledge, Sustainability Awareness Survey, Jul 16, 2021

2. Nomura Research Institute, ESG Investments of Japanese Individual Investors, 2020 Autumn
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2. Expanding business opportunities for asset management companies
2-3. Trends in ESG: ESG status of investee companies (by country)

By global standards, Japan has a large number of companies with high ESG ratings and is a
promising market for ESG investment.

No. of advanced companies per country by ESG A-rated companies by country based on climate
initiatives (2020)? change-related information disclosure (2020)2
(No. of (No. of
companies) companies)
g0 75 60 53 53
70 - 50
60 40
50
40 34 30 30 20
28 16 16
30 23 20 11
9 9 9 9
20 10 I I
1 ; Ilnnnn
0 : : S 5 ¢ = 9 £ T @ < >
i § ¥ 8§ 8 & 8 5 5 8 £ 8§ 5 £ %
> a3 = S = S E £ v T ¥ ® 5
pd

CDP* conducted a survey of more than 9,600 companies around
the world that disclose environmental information through CDP,
and gave the highest “A” rating to 313 companies for their efforts
in addressing climate change.

RobecoSAM, an ESG rating agency, surveyed 4,710 companies
worldwide and rated 458 companies in 33 countries as advanced
in terms of ESG initiatives.

Japan ranked second in the world with 57 companies, behind only

the United States with 75 companies. CDP noted that Japan's high rating was a result of the proactive

stance taken by Japanese companies in disclosing information on
climate change.3

Sources: *Note: Carbon Disclosure Project (CDP) is a London-based non-profit organization.
1. RobecoSAM AG and S&P Global, The Sustainability Yearbook 2020, viewed on 25 July, 2022.
Page 18 2. CDP, CDP Climate Change Report 2020, in FinCity.Tokyo, Monthly Market Report January 2021, viewed on 25 July 2022.
3. Policy Planning and Research Division, Ministry of Finance, Trends and Issues in ESG Investments, viewed on May 12, 2021.



https://www.robeco.com/docm/docu-robecosam-sustainability-yearbook-2020.pdf
https://fincity.tokyo/wp-content/uploads/2021/01/1611888973-1308ad97907fdffa4fc05be7690f6114.pdf
https://www.mof.go.jp/public_relations/finance/202001/202001j.pdf

2. Expanding business opportunities for asset management companies
2-3. Trends in ESG: Government initiatives

The government is working to promote ESG-related investments through various policy

initiatives.

FSA's initiatives METI's initiatives

Revised Japan’s Stewardship Code

» The FSA revised Japan’s “Stewardship
Code" in 2020 to require institutional
investors to accurately understand the
non-financial information - including

related to ESG - of investee companies.

Network for Greening the Financial
System (NGFS)

> Established in December 2017 as a
national network of central banks and
financial supervisors to consider
climate-related financial risks.

» Proposed a series of recommendations
to address these risks.

Released its “Expectations for asset
management companies handling
ESG investment trusts"

» Called on asset managers to improve
efforts addressing greenwashing, a
growing issue in recent years

Released the “Guidance on Climate-
related Financial Disclosures (TCFD
Guidance)”

> In 2018, the Ministry of Economy,

Trade and Industry (METI) released the
Guidance on Climate-related Financial
Disclosures (TCFD Guidance) as a guide
to the Task Force on Climate-related
Financial Disclosures (TCFD)
recommendations.

The TCFD Consortium, led by the
private sector, was established in May
2019 to respond to these
recommendations.

Ministry of Environment’s initiatives

“ESG Finance Awards"”

Aims to promote the expansion of ESG
finance by awarding financial

institutions and organizations that are
making substantive efforts in this field.

Promotion of dialogue based on
information disclosure

Support the implementation of ESG

policies required by the Stewardship
Code and Principles for Responsible

Banking.

Promote TCFD and ESG information
disclosure.

Promote dialogue on environmental
issues such as plastic waste, etc.

Expansion of impact investment and
financing

Support impact-oriented financial
instruments through the development
of guidelines and subsidized projects
(green bonds, green loans,
sustainability-linked loans, etc.)

Page 19

Sources:

Tokyo Metropolitan Government, Green Bond Issuance Support Platform, viewed on Apr. 9, 2021

Financial Services Agency, Documents related to New Capitalism, Aug. 12, 2022

The Organization of Global Financial City Tokyo, Sixth Report on the Project for Networking Foreign Financial Companies: Asset Management
Ministry of Finance, Concerning ESG Investments, Dec. 2, 2020


https://www.bloomberg.co.jp/news/articles/2022-06-07/RD282UDWX2Q401

2. Expanding business opportunities for asset management companies

2-3. Trends in ESG: Tokyo Metropolitan Government initiatives

Tokyo Metropolitan Government (TMG) is working to encourage ESG investment through
funding policies such as provision of subsidies and issuance of green bonds, as well as the
establishment of a department to promote ESG-related funds and investments.

TMG'’s initiatives

Funding policies

“Subsidy to Support Priority
Fields of Overseas Financial
Corporations”

> Subsidies to support investments in
Tokyo by foreign financial

companies engaged in green finance.

Issuance of Tokyo Green Bonds

» Announced the "Green Bond
Issuance Policy" in February 2017.

» TMG became the first local
government in Japan to issue green
bonds in October 2017.

» To increase the bonds’ appeal to
investors, all four items stipulated in
the Green Bond Principles of the
International Capital Market
Association (ICMA) were satisfied,
with a third-party evaluation
obtained to ensure credibility.

Fund establishment

Establishment of the Tokyo ESG
Fund

» TMG's “Tokyo ESG Fund”, which
will eventually total over 5 billion
JPY, aims to diversify investment in
domestic renewable energy
facilities.

» TMG invested 500 million JPY in the
fund, with the remainder raised by
the private sector.

» Management of the fund also

outsourced to the private sector.

Establishment of the
"Sustainable Energy Fund"
(tentative name)

» Aims to promote green energy
bases, including hydrogen stations
and renewable energy facilities

Promotion of ESG investment

Realizing the “Tokyo Green
Finance Market” (tentative)”

» TMG's "Tokyo Green Finance

Initiative (TGFI)," aims to
"develop the green finance
market”, "expand the range of
players in green finance”, and
"disseminate information on
environmental measures and
technologies and develop ESG
personnel"

ESG Investment Category of
the Tokyo Financial Award

» Awarded to businesses promoting

ESG investments since FY2018

Sources:

e Tokyo Metropolitan Government, Platform to support green bonds issuance, viewed on Apr. 9, 2021

Page 20 ° Tokyo Metropolitan Government, Main projects of FY2021, updated on Feb. 26, 2021

e Tokyo Metropolitan Government, Tokyo Bay ESG Project, Aug. 12, 2022

EY


https://www.seisakukikaku.metro.tokyo.lg.jp/basic-plan/2022/02/images/Tokyo_Bay_eSG_Project_ver1.0_JP.pdf

3. Support for overseas firms and Regulatory changes
3-1. Support for overseas firms: Market entry support from the Japanese government and
the Tokyo Metropolitan Government for foreign companies (1/3)

TMG and the Japanese Government provide various support programs to encourage foreign
companies to enter the Japanese market.

Support by Tokyo Metropolitan Government

Subsidies for Business Establishment and Operation in Tokyo

@ Project for Temporary Office Allocation for Foreign Financial Companies and Human Resources
Description: Office rent subsidy for temporary stay
Support: Actual costs for office rent will be exempted for up to 2,200 USD (300,000 JPY) per month.
Actual initial costs will be exempted for up to 1,500 USD (200,000 JPY).

@ Overseas Financial Corporation Business Establishment Subsidy Program
Description: Subsidizes expenses for consultation with specialists, recruitment, and initial office setup.
Amount: Half of expenses subject to the subsidy up to approx. 55k USD (%7.5 million JPY)

3 Subsidy to Support Base of Operations of Overseas Financial Corporations
Description: Subsidies for office rent, specialist consulting fees andpurchase of equipment
Amount: Half of expenses subject to the subsidy up to approx. 74k USD (=10 million JPY)

@ Referral of offices with reduced rent
Description: Introduction of properties in the Special Zone for Asian Headquarters with a 10% to 50% discount on office rent for up to a one-
year contract period

® Subsidy for the establishment of an asset management business
Description: Subsidy for costs specifically associated with starting an asset management business.
Amount: Half of expenses subject to the subsidy for the first year up to 36K USD (%5 million JPY) for members of the Investment Trusts
Association; and up to USD 22K USD (=3 million JPY) for members of the Japan Investment Advisers Association

Converted as 1 USD = 135 JPY (as of Jul. 4, 2022)
Source: Created based on the publicized information such as the press release and websites of TMG (as of Jul. 4, 2022)
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3. Support for overseas firms and Regulatory changes
3-1. Support for overseas firms: Market entry support from the Japanese government and
the Tokyo Metropolitan Government for foreign companies (2/3)

TMG and the Japanese Government provide various support programs to encourage foreign
companies to enter the Japanese market.

Support by Tokyo Metropolitan Government

Financial One-Stop Support Service *!

> Provides information and advice regarding Japanese financial regulations and required procedures such as business registration and
acquisition of financial license.
> Supports business matchups and other necessary procedure in establishment of the business in Tokyo.

Tokyo Financial Award - Financial Innovation Category and ESG Investment Category *?

> Financial Innovation: Awards for financial businesses that develop and provide innovative financial products and services that help solve the
needs and challenges of residents and businesses in Tokyo
» ESG Investment: Awards for financial institutions which implement SDGs-related corporate management and ESG investment.

Publication of “Guidance to the Asset Management Industry in Japan” in English *3
> Explains Japanese financial laws and regulations, application procedures for registration as a Financial Instruments Business Operator, etc.

Subsidy for Initial Expenses of Newly-established Independent Asset Manager *

> Provides subsidies to reduce the burden on initial expenses such as the costs in terms of middle and back-office operation, legal costs,
system cost etc.

Source: Created based on the publicized information such as the press release and websites of TMG (as of Jul. 4, 2022)
*1 Tokyo Metropolitan Government, “Financial One-Stop Support Service”,viewed on September 12, 2022 Converted as 1 USD = 135 JPY (as of Jul. 4, 2022)
- *2Tokyo Metropolitan Government, “Financial Innovation Category and ESG Investment Category”, viewed on September 12, 2022
- *3Tokyo Metropolitan Government, Guidance to the Asset Management Industry in Japan, viewed on September 9, 2022 EY
- *4Tokyo Metropolitan Government, subsidy for “Outsourcing Middle and Back Office Operations, etc” viewed on September 9, 2022
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https://www.seisakukikaku.metro.tokyo.lg.jp/en/pgs/2021/05/images/90d33a74d161f9c960ebeb208dc8a9c9.pdf
https://www.seisakukikaku.metro.tokyo.lg.jp/en/pgs/2021/05/images/90d33a74d161f9c960ebeb208dc8a9c9.pdf
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https://www.investtokyo.metro.tokyo.lg.jp/jp/for_foreign/data-guidebook/eigokaisetsusyo_A4_0908.pdf
https://www.seisakukikaku.metro.tokyo.lg.jp/en/pgs/gfct/nurturing-players/index.html

3. Support for overseas firms and Regulatory changes

3-1. Support for overseas firms: Market entry support from the Japanese government and
the Tokyo Metropolitan Government for foreign companies (3/3)

TMG and the Japanese Government provide various support programs to encourage foreign
companies to enter the Japanese market.

Support by the Japanese Government

Release of the “Asset Managers & FinTech Companies Registration Guidebook” *!
> Explains Japanese financial laws and regulations, application procedures for registration as a Financial Instruments Business
operator, etc. in English.

Release of the “Guidebook for Registration of Investment Management Businesses and Other
Financial Instruments Businesses” *?

> Explains the types of registration, etc. required for major business schemes related to asset management.
» Outlines the registration examination procedures and registration requirements.

English one-stop services for financial administration *3

> Established the "Financial Market Entry Office" to provide one-stop support in English for the registration of overseas asset
management companies entering the Japanese market.

> Pre-registration support: Consultation on legal issues and business models prior to registration as a Financial Instruments

Business operator, as well as introductions to the above-mentioned "Guidebook for Registration of Investment Management
Businesses and Other Financial Instruments Businesses”.

> Registration support: Facilitation of registration in English if certain conditions are met.

> Post-registration supervision: Supervision services in English for companies that have completed the registration procedures.

Tax reform in FY2021

» Corporation Tax: Exempt from 30% tax on executive compensation of asset managers

> Inheritance Tax: Exempt from tax on overseas assets owned by foreign nationals who have resided in Japan for more than 10
years

> Income Tax: Reduction of tax rate on "profits distributed in excess of equity" to a flat rate of 20%

Sources:

Tokyo Metropolitan Government, Subsidy for setting up a base of operations for foreign financial companies, Subsidy for supporting business infrastructure of foreign financial companies,
viewed on May 1, 2020

Page 23+ *1Tokyo Metropolitan Government, English Guide to Financial License Registration Procedures, viewed on May 1, 2020 EY
*  *2Financial Services Agency, Concerning the Guidebook for Investment Management Business Registration Procedures, Jan. 10, 2020
*3Financial Services Agency, Integrated Efforts by the Tokyo Metropolitan Government and the Financial Services Agency to Attract Overseas Financial Businesses, Mar. 31, 2017



https://www.seisakukikaku.metro.tokyo.lg.jp/en/pgs/gfct/nurturing-players/assist.html
https://www.seisakukikaku.metro.tokyo.lg.jp/pgs/2021/03/images/guidebook_01.pdf
https://www.fsa.go.jp/en/policy/marketentry/guidebook.html
https://www.fsa.go.jp/policy/marketentry/01.pdf

3. Support for overseas firms and Regulatory changes
3-1. Support for overseas firms: Successful Market Entry by Foreign Companies

Numerous foreign companies have succeeded in developing successful asset management
businesses in Japan.

"Getting the license was a lot faster and easier than expected”
—Major International Asset Manager—

Two Sigma Tikehau Capital Nuveen Federated Hermes
Headquarters USA France USA UK
Entry Year 2018 2019 2019 2022
Al-based services Alternative asset Multi-boutique Investment
for institutional management for business model management for
Business investors institutional with several equities, bonds,
investors subsidiaries. alternative assets
etc.
Two Sigma has been Utilized “Invest Nuveen’s Japan Utilized FSA's “Financial
collaborating with Tokyo” program, expansion was in part Market Entry Office" to
Points Japanese investors for  offered by Tokyo encouraged by Tokyo apply for a financial
of many years, so their Metropolitan Government’s push to license in English
Note expansion into Japan Government attract foreign asset Building its Japan brand
will contribute to managers under its - :
tained : “Global Fi 1l City: based on its strengths in
sustained service . ko a V_m_anaa ity: ESG investment
provision okyo” Vision management
Sources: Each company's website and press releases
Page 24
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3. Support for overseas firms and Regulatory changes

3-1. Support for overseas firms: English and one-stop services for financial administration

The Financial Services Agency (FSA) and Local Finance Bureaus have established the "Financial Market Entry
Office” (FMEQ) to provide one-stop services including prior consultation and support for registration procedures targeting
foreign asset management companies entering the Japanese market.

The office aims to promote the entry of foreign companies into the Japanese market by reducing language barriers.

Issue Registration procedures for foreign companies entering Japan, as well as the procedures with government post-registration, had
to be conducted Japanese, making the application process time-consuming due to language barriers.

Through the Financial Market Entry Office, a series of procedures, from pre-registration consultation to post-registration
supervision, are now available in English, allowing more convenient registration for overseas asset management companies etc.

Financial Market Entry Office Pre-registration consultation service
(Jointly established by FSA and Online pre-registration consultation from overseas is available via video
the Local Finance Bureaus meeting.

Support for registration application procedures
Outline

One-stop Target: Persons involved in investment management or investment
services in advisory services in foreign countries
English

Documents: Registration application/change form, notification of
concurrent employment, business report, explanatory documents,
notification of suspension or discontinuation of business, etc.

Foreign asset management

companies, etc., newly entering Supervision and inspection of overseas asset management companies, etc.
the Japanese market

Public relations and promotional activities

12 companies in total (as of Aug 2022)
License Citadel Securities obtained a Type I Financial Instruments Business license (registered in Aug. 2022)
rt\e/?;slt:ﬁtElgn Minerva Growth Partners obtained an Investment Advisory and Agency Business license (registered in Feb. 2022)
EQT Partners Japan obtained a Type II Financial Instruments Business license (registered in Dec. 2021)

ilpo:ledelal | Traditionally, it has been a burden for asset managers considering entering the Japanese market to conduct interviews and

asset apply for documents in Japanese; but making these services available in English will facilitate market entry market and license
EREIC[SIESR [ acquisition.

Sources

e Financial Services Agency, Concerning English and one-stop services for financial administration, updated on Jan. 12, 2021
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3. Support for overseas firms and Regulatory changes
3-2. Regulatory changes: Tax reform in FY2021

The tax reform in FY2021 includes amendments to reduce the tax burden on foreign
companies, providing further incentive to enter the Japanese market.

(Tax rate)

(Before the reform)

Corporation , 3004,
Tax

Inheritance = cco,

Tax
Outline

Income Tax ¢ 0~55%

Performance-based
compensation for
executives of unlisted
companies could not

be expensed.

Overseas assets owned
by foreign nationals
who have resided in
Japan for more than 10
years were subject to
Inheritance Tax.

Unclear what is taxable
on profits distributed in
excess of equity
interest

(Tax rate)

0%

0%

20%

(Others) When investing in a Japanese fund through a foreign fund, etc., foreign investors are exempted from filing a
tax return in Japan even if the ownership interest in the foreign fund, etc. is 25% or more, but the ownership interest

per investor is less than 25%.

(Content of the reform)

Performance-based remuneration for executives of
unlisted companies, etc., primarily engaged in
investment management, can be recorded as a
necessary expense if certain requirements are
met.

In the event of the death of a foreign national

who resided in Japan for employment, etc.,
regardless of the period of residence in Japan,
overseas assets acquired by his/her family
members, etc., residing abroad through
inheritance are exempted from Inheritance Tax.

Clarified that "profit distributed in excess of
equity interest" is subject to separate taxation
(a flat rate of 20%) as profit from the sale of
equity shares in certain cases.

(Corporation Tax) A 30% tax on executive compensation of asset management companies will be exempted, enabling asset

Impact on managers to provide their executives with full compensation.

asset (Inheritance Tax) Foreign nationals who have resided in Japan for more than 10 years will be exempted from taxation on their

managers

overseas assets.

(Income Tax) The amount of taxation on "profits distributed in excess of equity interest" will be reduced to a flat rate of 20%.

Sources:

Financial Services Agency, Concerning the Guidebook for Investment Management Business Registration Procedures, p.43, Jan. 2020 EY

Page 26 « Ministry of Finance, Key Points of the (Proposed) Tax Reform in FY2021", viewed on Apr. 27, 2021



3. Support for overseas firms and Regulatory changes
3-2. Regulatory changes: Specially Permitted Business for Foreign Investors, etc. / Specially
Permitted Business during Transition Period
On November 22, 2021, a system of procedures (notifications) for investment management businesses for overseas investors,
etc. in Japan was established.
Simplified procedures will facilitate the entry of overseas asset managers into the Japanese market.

In order to enhance Japan’s role as a global financial Specially Permitted Business for Foreign Investors Fund establishment
center, a system simplified procedures (notifications) | j======ecacaa=- ! % Registration
was launched for the following types of businesses : rm— I unnecessary
1 L %O0nly unit-type
to enter the Japanese market. : Investors I Solicitation ol
Investment management businesses that have I : «— Notifier of Specially
been licensed by overseas authorities and have a | I NEgrgigh TAvestors | | Permitted Business —>  Fund
Outline track record of managing funds for overseas : %Over 50% of : - for Foreign Investors assets
clients (i.e. management of overseas funds)* | total investment | Investment
I
Investment management businesses whose L amount [

clients are mainly overseas professional investors
(foreign corporations and individuals with a Specially Permitted Business during Transition Period
certain amount of assets)

% Time-limited measures of 5 years, covering 8 countries and Foreign Investment To Japan
regions, including the U.S., U.K., and Australia Manag?r
%1In operation for

over 3 years

v

Notifier of Specially Permitted
Business during Transition Period
(Foreign Investment Manager)

o ro T T Tt |
By simplifying procedures related to market entry, |1 B i I Solicitation Registration unnecessary
the Japanese Government aims to make Japan a ! In?/nejsisc‘);g & sevalid for 5 years following
: N fi ; *Valid for 5 years wi
more attractive market for foreign financial : : Investment | notification
companies. . " b
: Foreign I
I Investors I
e —— J
Business
opportuniti Lower entry hurdles mean more foreign asset managers are expected to enter the Japanese market, stimulating greater
SSRCEERSEN | inward investment from overseas.
managers

Source: " Financial Services Agency, Bill for Partially Amending the Banking Act, etc. for Ensuring Reinforcement and Stability of
Financial Functions in Response to Socioeconomic Changes due to the Impact of the COVID-19 Infection, Mar. 2021
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4. Market entry: Entity structures and licenses
4-1. Company Foundation Types and their Legal Positions (1/3)

The legal requirements for companies in Japan differ according to their foundation type.

Different Company Types and their Legal Positions at the Time of Market Entry (excerpt)

S investors) | Regular general Aot listing’
Company type at the Capital of Relationship with foreign headquarters to meeting of Transfer of equity stocksg
time of entry Ty companies T iR s(;léanl1(elrloolg:;;; holding (equity
company ploy holding)
An office in Japan to gather
and provide information by an
. authorized agency of the . .
Representative : No maximum No need to hold . . No equity
Office N/A foreign company amount the meeting No equity holding holding
Generally, no autonomous
decision-making authority
An office in Japan to conduct
business determined by an
authorized agency of the . .
: No maximum No need to hold . . No equity
Branch N/A foreign company amount the meeting No equity holding holding
Generally, no autonomous
decision-making authority
No restrictions in principle
%ubsidiary I :
Japanese Articles o
i i *1
eyl Legal entity separate from Need to hold the stiI[?uCI(;rtzot?;!coanppI%f\tli?of Available
joint-stock 1 yen foreign company meeting annually the board of directors or
(Kalg?l;?l?I:?Egir;ha) (%1 1 investor| Foreign companies are liable [Up to the amount Shg;?\%ﬁzler;iitgg L?iie d
Penny) or more |as legally responsible investors| of investment for the transfer ofihares
Subsidiar or more for debts and liabilities arising In princinle. the consent
(Japanesg from the activities of their No need to hold P of aFI)I irlmvestors
- subsidiaries the meeting . .
H R, unless specified Eaeun’cqg!c%éerep?r)olasrﬁ)qni rceadn’ Not available
Limited liability n the articles of | pe made in the articles of
company P incorporation

Definition: =1 Articles of Incorporation summarize the rules for establishing a company organization
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JETRO, Laws & Regulations on Setting Up Business in Japan , Jul. 31, 2018
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https://www.jetro.go.jp/invest/setting_up/section1/page2/

4. Market entry: Entity structures and licenses
4-1. Company Foundation Types and their Legal Positions (2/3)

When establishing a representative office for the purpose of gathering and providing information, there
is no need to register the office under the Companies Act, and no need to notify the tax office as it is not
subject to corporate income tax, making it a simpler procedure than establishing a branch office.
Representative offices cannot carry out business activities but are useful as a preparatory stage before
full-scale entry into a market.

Company Type
at the 1I'Jimg oiy Entry General Flow of Procedures by Types of Company Foundation*

Establishment

Application of Opening
in advance *1 representativ an account *2
e office

Representative
Office —

*1 When foreign banks, insurance companies, securities companies, and other financial institutions establish a
representative office in Japan, they are required to notify the Financial Services Agency in advance.

*2 Since a bank account cannot be opened in the name of a representative office, the head office of a foreign company
or an individual such as a representative of the representative office must act as an agent to open a bank account.

I Determinatio . Application
'?‘Ileéf/aat:,]%g n of matters Establltshmen for Opening
3 to be of branch establishmen an account
registered t registration

manch - aestamenn

*3 When a foreign corporation, etc. establishes a branch in Japan, it is necessary to submit a notification of inward
direct investment to the Minister of Finance and the Minister having jurisdiction over the business via the Bank of
Japan and obtain approval prior to conducting the transaction depending on the purpose of the business or nationality
of the foreign investor, etc.

* Note that the above is only a general flow, which may differ due to the scale, complexity or any other circumstances of the business

Page 29 Sources: e JETRO, Laws & Regulations on Setting Up Business in Japan, Jul. 31 2018 EY

e Bank of Japan, Regarding the reporting system of the Foreign Exchange Law, May 8 2020
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4. Market entry: Entity structures and licenses
4-1. Company Foundation Types and their Legal Positions (3/3)

When establishing a Japanese corporation, it is necessary to select the type from those stipulated in the
Companies Act, in accordance with the nature and purpose of the planned business activities.

While joint-stock companies issue shares and can solicit investors, LLC is an equity company where each
employee has the right to vote, enabling greater operational autonomy.

Company Type
at the Time of Entry General Flow of Procedures by Types of Company Foundation*
Determination  Authentication N Report on
of of articles of Transfer of Ai‘r??cl)'rcaglrgrt]ig?]r Opening acquisition of
g incorporation incorporation capital rporal an account equity interest
Subsidiary outline*? by notary registration o
(Japanese
corporation) About 2 months
Joint-stock *1 The outline of the incorporation to be determined shall include the purpose, trade name, location of head office, the

value of property to be contributed at the time of incorporation or the minimum amount thereof, and the
name/address of the promoter.

*2 It is necessary to submit a notification of inward direct investment to the Minister of Finance and the Minister having
jurisdiction over the business and obtain approval prior to incorporation of the company depending on the purpose of
the business or nationality of the foreign investor, etc. of the subsidiary.

corporation
(Kabushiki Kaisha)

Detemglfnatlon Payment of Application_ for Opening agqeljl?soigo%nof
incorporation investment mcorpora.tlon an account equity interest
Subsidiary outline*3 registration o
(Japanese
corporation) About a month

Limited liability ** The outline of incorporation to be determined shall include the purpose, trade name, location of head office, names
company and addresses of the employees, the fact that all of the employees shall be limited liability partners, the purpose of the
investment by the employees and the value of the investment, etc.

*4 It is necessary to submit a notification of inward direct investment to the Minister of Finance and the Minister having
jurisdiction over the business and obtain approval prior to incorporation of the company depending on the purpose of
the business or nationality of the foreign investor, etc. of the subsidiary.

* Note that the above is only a general flow, which may differ due to the scale, complexity or any other circumstances of the business

Page 30 Sources: e JETRO, Laws & Regulations on Setting Up Business in Japan, Jul. 31 2018 EY
e Bank of Japan, Regarding the reporting system of the Foreign Exchange Law, May 8 2020



https://www.jetro.go.jp/invest/setting_up/section1/page3/
https://www.boj.or.jp/about/services/tame/t_seido.htm/

4. Market entry: Entity structures and licenses
4-2. Required License Type According to Activity (1/5)

For discretionary investment management and investment advisory business, whether or not a license is
required and the type of license needed vary depending on the location and client conditions.

Flowchart to Determine Types of Registration by Activity in Japan?

Types of Applicable Licenses

) Establishing/
Typeof business managing a fund

Only
overseas
R Reglstrapon
not required
Domestic

All customers
are Investment

Registration

— —_— .
HEIEg R not required

Business Operators
or trust banks

Fo——————

: . Continue to
at the time > P32
of entry Solicitation and
sales .
. Continue to
pP.33
Discretionary Overseas
investment _
» BUSINESS o ciistomeny
base
Japan
— ]
Investment
advisory2 Overseas
Business
> >
base Customen
Japan
e U \Y;

Only Implementation
overseas ) . impossible
Registration -+ (need to have a
not required business base
5 . in Japan)3
OMESHE Al customers
are Investment . :
» Management ) Registration

; .
Business Operators H 5 (G MITEE
1

or trust banks

Types Applicable License

I |Investment Management Business

Investment Management Business for
Qualified Investors

Specially Permitted Businesses for
Qualified Institutional Investor, etc.
(Self Management Business)

Specially Permitted Business for
Foreign Investors, etc.

I |Type I Financial Instruments Business

Type I Small Amount Electronic Public
Offering Service
(For crowdfunding etc.)

Type 11 Financial Instruments Business

Type 1T Small Amount Electronic Public
Offering Service
(For crowdfunding etc.)

Specially Permitted Businesses for
Qualified Institutional Investor, etc.
(Self-offering business)

Investment Advisory and Agency
Business

— Yes/Requirement satisfied
""" % No/Requirement not satisfied

1 “Investment advisory business” refers to providing advice regarding “values, etc. of Securities” or “investment decisions based on analysis of values, etc. of financial

instruments”, and is different from the investment management business in that customers make the final investment decisions and take investment actions by themselves.

2 To be registered as an Investment Management Business Operator, you need to have a business base in Japan. You cannot conduct business from an overseas base.
3 Note that the flowcharts are provided for the purpose of helping you easily check whether/what type of registration is necessary only in regard to typical cases.

They do not cover all the possible cases, options and requirements under relevant laws and regulations.
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4. Market entry: Entity structures and licenses
4-2. Required License Type According to Activity (2/5)

For fund formation and management, whether or not a license is required and the types of licenses
needed vary depending on various conditions, such as location, fund domicile, and type of fund.

Flowchart to Determine Types of Registration by Activity in Japan

= *1
Overseas Overseas Trust-type

. usiness una’s Ype O o egistration . .
—_— . —_— > T [
at the time base domicile fund e » No/Requirement not satisfied
of entry
managing Japan Japan Type*3 _ Includes Registration
a fund , : »><Japanese »=* v required
implementation investors All customers
Impossible > are Investment : ;
(need to have a Require- > (N — Registration
base in Japan)*8 Ment*4 Businesngperators not required
_ |
Ubisse 2 | or trust banks )
» & Type ofy _Corporation-type | I ] r » Require- , Registration
fund H ment*6 not required
——————————————————————————————— ettt ! Registration !
* 1 Trust-type fund: Investment trust beneficiary certificates are l Partnership-type not required*5 :
assumed. 1 p
* 2 Corporation-type fund: Investment securities are assumed. Ly Requ”:S_ I’
3 Pa;tnership-type funccll: Interests in collective investment Fund’s Require- Require- Registration me?t
schemes are assumed. - ——)> o Pya . H
*4 Serving as an executive member, such as an unlimited liability domicile . ment me:\t not required I implementation
1

partner or general partner, of a partnership-type fund?* : impossible
% Select “No” if you are externally entrusted by an executive member (such as : 4 (need to have a
I
I
1

unlimited liability partner or general partner) to manage the fund. Note, however, : A *8
that whether or not the registration of the executive partner is necessary should be Fun_d investment base in Japan)
separately examined. 0 amm———- » I authority entrusted to

Registration

*5 When you are entrusted by an executive partner who is a resident in Japan another Investment—r—> t T
or a Japanese corporation to manage its fund, registration for investment Management Business : s EG T
management business may be required. 0 t 1
o e I Japan pegator 1
* 6 Case where domestic investors are less than ten Qualified Institutional p R : 1 i
Investors and the amount of investment by domestic investors does not > equ':i' ___» Requires _, ;.
exceed one-third of the total fund assets under management. ment ment*’ !
*7 Are the domestic investors only one or more Qualified Institutional 1
Investors and 49 or less specified investors? i Requite-

*8 To be registered as an Investment Management Business Operator, you "
need to have a business base in Japan. You cannot conduct business from an
overseas base. -— I |

*9 Only investors with more than 50% foreign investors and a certain number » I

of domestic investors.

ment*° '

Sources: Financial Service Agency, Guidebook for Investment Management Business Registration Procedure, pp.6-17, Jun. 2022
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4. Market entry: Entity structures and licenses
4-2. Required License Type According to Activity (3/5)

For sales or solicitation, whether or not a license is required and the type of license needed vary
depending on various conditions, such as the type of manager and the type of fund.

Flowchart to Determine Types of Registration by Activity in Japan

Solicitation and Sali€iting
sales _ investment —
in‘your own

fund

* 1 Is the person that conducts investment solicitation the issuer* of the rights to

the trust-type find?*

% The “issuer” in @ domestic investment trust (investment trust managed under instructions
from the trustor) refers to the trustor, and in a foreign investment trust, refers typically
to the fund management company or trustee, though this depends on the fund scheme
and laws and regulations governing the fund.

Will satisfy the following requirements:

1) The fund shares subject to solicitation are the rights to a Trust/Corporation-type fund.

2) The person that conducts solicitation has been registered as an Investment

Management Business Operator for Qualified Investor to whom fund investment
authority is entrusted.

3) Solicitation targets are only Qualified Investors.

4) Investment solicitation is conducted by private placement.

* 3 Case where an investment management company entrusted by a domestic investment
corporation to manage the fund solicits investment in investment securities issued by the
investment corporation.

* 4 Is it a case where the investment corporation that issues the rights to a foreign
Corporation-type fund conducts investment solicitation by itself? *

X Select “NO” when an investment management company externally entrusted by a
foreign-based Corporation-type fund to manage the fund conducts investment solicitation.

* 5 Is the person that conducts investment solicitation serving as an executive partner? (e.g.
unlimited liability partner, general partner)

* 6 Are the domestic investors only one or more Qualified Institutional Investors and 49 or less
specified investors?

* 7 Is the person that conducts solicitation/sales governed by foreign laws and  regulations Require-
and engaging in business related to securities transaction or securities-related derivative ment*?
transactions (“securities related business”) overseas?

* 8 @Is the solicitation target Financial Instruments Business Operators conducting securities- related business?

Or @ is solicitation conducted from a foreign country targeting financial institutions, e.g. banks, insurance
companies, and Investment Management Business Operators, with respect to their investment activities or
investment management businesses?

* 9 Not conducting solicitation by yourself but conducting either of the following from overseas?

» Receiving orders from a customer and conducting sales to the customer.
» Conducting sales through intermediation services provided by Type I Financial Instruments Business
Operators engaged in a securities-related business.

* 10 E.g. government bonds, corporate bonds, shares, investment trust beneficiary certificates, and investment
securities of investment corporations.

* 11E. g. trust beneficiary rights (excluding investment trust beneficiary certificates) or
shares.

* 12 Only investors with more than 50% foreign investors and a certain number of domestic investors.

Typef business
at the time
of entry

Type of
fund

* 2

partnership-type fund

Trust-
Corporation-type Investment

— a distributor e.g.

type

Investment solicitation

type

 ——

Yes/Requirement satisfied
No/Requirement not satisfied

Solicitation entrusted to

Type I Financial Instruments

Business operator

Partnership-

Corporation-

Require-

————p

Registration

not required

*1
Trust- LS
type Require-

ment*2

v

Require-

ment*3

T
1
t i
E
yp L

entrusted to a

— distributor e.g.
Type II Financial Instruments

Registration '
not required

Business operator

Require-
ment*8

Require-
ment*>

Require-
ment*6

Registration
not required

Require-

ment*2

n
»

Registration
not required

Require-
ment*12

Registration

il

not required

Paragraph 1
Securities*10

Paragraph 2
Securities*11

v

v

Sources:
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4. Market entry: Entity structures and licenses

4-2. Required License Type According to Activity (4/5)

Overview and Examples of Activities by License

Types

Applicable Licenses

Overview of activities

Examples

I Investment Management Management of assets as an investment in securities, | Management services for so-called J-REITs and
Business etc., pursuant to a discretionary investment investment trusts
agreement or a consignment agreement with an
investment corporation for asset management Receive assets from a customer and r buy or sell
through mutual funds, trust beneficiary rights and instructions from the customer each time
collective investment schemes as investment in
securities, etc.
Investment Management Same as above, except that all clients and rights Discretionary investment management business and
Business for Qualified holders shall be certain professional investors. It is asset management activities in which only institutional
Investors necessary to implement appropriate measures to investors, such as banks, and foreign corporations are
prevent the total amount of investment assets from clients or rights holders
exceeding 20 bn yen (= USD 182 million) and
prevent any person other than Qualified Investors
from becoming a rights holder
I’ Specially Permitted Self-management of funds from investors of one or Investing the funds contributed by the
Businesses for Qualified more qualified institutional investors and 49 or less aforementioned persons (left column) through a silent
Institutional Investor, etc. gualified institutional investors meeting certain partnership investment in securities
(Self Management requirements
Business)
I Type I Financial Buying, selling, and acting as an agent or Acting as an intermediary in the financial markets for
Instruments Business intermediary for the Paragraph 1 Securities such as the sale of listed shares ordered by a client.
stocks and investment trust beneficiary certificates
Paragraph 1 Securities the issuing company
Type I Small Amount Handling of unlisted shares, etc. offered via the Solicitation of venture company stocks through the
Electronic Public Offering Internet in small monetary amounts Internet and recruiting investors
Service
(For crowdfunding etc.)

Sources: Financial Service Agency, Guidebook for Investment Management Business Registration Procedure, pp.6-17, Jun. 2022

Page 34 EY



https://www.fsa.go.jp/policy/marketentry/guidebook/01.pdf

4. Market entry: Entity structures and licenses
4-2. Required License Type According to Activity (5/5)

Overview and Examples of Activities by License

Types Applicable Licenses Overview of activities Examples

I Type II Financial Buying, selling, and acting as agent or Intermediary service for selling and buying
Instruments Business intermediary for Paragraph 2 Securities such | beneficiary rights on REITs

as trust beneficiary interests and collective Solicitation of investors to acquire equities in a silent
investment scheme interests partnership on behalf of the silent partnership
Handling the Public Offering or Private operator
Placement of Paragraph 2 Securities Conducting business other than acquiring securities
Solicitation of collective investment scheme by soliciting investors in silent partnerships on one's
interests issued by the company itself own
Type II Small Amount Handling of collective investment schemes Solicitation of what is called social lending (lending
Electronic Public Offering | offered via the Internet in small monetary with funds collected by equity investment via a silent
Service amounts partnership)
(For crowdfunding etc.)

m’ Specially Permitted Solicitation of collective investment scheme Solicitation of equity investment in a silent
Businesses for Qualified | interests issued to one or more qualified partnership on the premise of conducting the above
Institutional Investor, etc/ institutional investors and 49 or less investors | self-management business
(Self-offering business) | meeting certain requirements

v Investment Advisory and | Advisory service for investment decisions Providing advice on the value and future price trends
Agency Business based on the analysis of the value of of the shares that the customer buys themselves

securities and financial instruments, etc. To find other investment advisors or investment
Acting as an agent or intermediary for managers and refer customers to them
entering into a discretionary investment
contract or an investment advisory contract
Sources: Financial Service Agency, Guidebook for Investment Management Business Registration Procedure, pp.6-17, Jun. 2022
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4. Market entry: Entity structures and licenses
4-3. Conditions by License Type

Types

Applicable Licenses

Business Type

Asset-related
Requirements

Number of Allocated Personnel
(reference case disclosed by the FSA)

Investment Management
Business

Limited to Joint Stock Companies
(exclusively ones that have a board of
directors and auditors, audit committee,
etc. or nominating committee, etc.) or
a branch office of an equivalent foreign
corporation (limited liability companies
and branches are not permitted)

Capital:
50m yen (=USD 454k)
Net assets:
50m yen (=USD 454k)

Six-person structure™!

« Officer and Asset Manager (2)

» Asset Manager

- Officer, personnel responsible for compliance and
personnel responsible for various management
operations (excluding internal audit)

« Corporate Auditor (responsible for internal audit)

« Part-time Officer

Investment Management
*Bzusiness for Qualified Investors

Limited to Joint Stock Companies
(exclusively ones that have auditors,
audit committee, etc. or nominating
committee, etc.) or a branch office of

an equivalent foreign corporation

(limited liability companies and
branches are not permitted)

Capital:
10m yen (=USD 91k)
Net assets:
10m yen (=USD 91k)

Three-person structure*3
« Officer and Asset Manager
- Officer and personnel responsible for various
management operations (excluding internal audit)
 Corporate Auditor (responsible for internal audit)

I’ Specially Permitted Businesses
for Qualified Institutional Joint Stock companies, limited liability
' N/A N/A
Investor, etc. companies, branches
(Self Management Business)
Limited to Joint Stock Companies Capital:
(exclusively ones that havg a boar_d of 50m yen (=UDS 454k)

Type I Financial Instruments directors anq au¢tors, auc_llt committee, Net assets:

BuSiness etc. or nominating committee, etc.) or 50m yen (=USD 454k) N/A
a branch office of an equivalent foreign } Y ' )
corporation (limited liability companies | Capital adequacy ratio:

and branches are not permitted) 120%

Type I Financial Instruments Capital:

Business that engages only in 10m yen (=USD 91k)

Type I Small Amount Electronic Same as above Net assets: N/A

Public Offering Service

10m yen (=USD 91k)

* 1 Cases where companies manage funds for foreign institutional investors (investment mandate) only; do not solicit investors; and are assumed to have one to three clients

* 2 Investment management business in which only certain professional investors are the rights holders; and the total value of all assets under management does not exceed 20bn yen
(5USD 182m)

* 3 Cases companies manage funds for foreign institutional investors (investment mandate management) only; and do not solicit investors. Compliance work is outsourced to law firms

Sources: Financial Service Agency, Guidebook for Investment Management Business Registration Procedure, pp.54-55, Jun. 2022
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4. Market entry: Entity structures and licenses
4-3. Conditions by License Type

Asset-related

Number of Allocated Personnel (reference

Types Hppel ezl L ERTEE SRS T Requirements case disclosed by the FSA)
il . .
Six-person structure™
_ « Officer and Sales Representative (2)
Joint Stock Companies Capital: « Officer and personnel responsible for internal
Type II Financial Instruments -~ o P > 10m yen (=USD 91k) audit
BUS] limited liability companies, . . )
usiness branches Deposit: « Personnel responsible for compliance
10m yen (sUSD 91k)*! | < Personnel responsible for various management
operations (excluding internal audit) (2)
Type II Financial Instruments
Business that engages only in Capital:
Type II Small Amount Same as above e N/A
Electronic Public Offering >m yen (=USD 46k)
Service
m’ Specially Permitted Businesses
for Qualified Institutional Same as above N/A N/A
Investor, etc.
(Self Management Business)
v . *
Deposit: Three-person structure™
Investment Advisory and 5m yen (£USD 46k) « Officer, personnel responsible for compliance
Agency Business Y Same as above (limited to providing and Sales Representative
gency investment advisory and | - Personnel responsible for investment advisory
agency services)*3 « Personnel responsible for client management

*1  For individuals only

*2  Cases only involving selling (private placement) of overseas fund interests (domestic qualified institutional investors, banks, insurance companies, investment
management companies, trust banks, etc.) as stipulated in Article 2, paragraph 2, item 6 of the Act) are assumed.

*3  To conduct other financial instruments businesses, it is necessary to meet the property requirements of the financial instruments business concerned, but a
deposit is not required.

*4  Cases where (i) investment advisory services for company's overseas offices and (ii) intermediary services for discretionary investment contracts between
company'’s overseas offices and domestic institutional investors are assumed.

Page 37
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4. Market entry: Entity structures and licenses
4-4. Typical Timeline for License Acquisition*

» To facilitate the process from prior consultation to registration, applicants need to
determine and give sufficient consideration at an early stage to the (i) specific nature and

method of business to be conducted, (ii) personnel structure, and (iii) internal control
system.

~ About3~4months  About2months

@Prepare and @Issuance of

®Consult with submit notice of
Base N e (®Registration completion of

Development agpli . application regi_strati_on

Support Office AT G (:gg::f;:gg)n

With support fro | Market Entry Office,
registration can be e time normally required.

**So that companies can start operations promptly after registration is completed, they should discuss joining procedures with the relevant
association from the stage of prior consultation with the local finance bureau/local finance office.
For details on how to join an association, please refer to their website or contact them directly.

* Note that the above is only a general flow, which may differ due to the scale, complexity or any other circumstances of the business /

Financial Service Agency, The First Registration Case

Page 38 Sources: Financial Service Agency, Guidebook for Investment Management Business Registration Procedure, p.48, Jun. 2022 EY
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The Latest Trends

Annex 1. Amendments to the law concerning Defined-Contribution Pension Plans

In June 2020, eligibility ages for the Defined-Contribution Pension Plan (individuals and corporations) were extended and
enrolment requirements were eased, to extend people’s working life and increase post-retirement savings.

For asset management companies, demand for investment advisory and asset management is expected to increase.

Outline

Market
impacts

Business
opportuniti

(Defined-Contribution Pension Plan) *

A type of private pension plan that can be voluntarily
joined by eligible individuals and in which subscribers
themselves are responsible for the investment and
management of the pension funds, with the future
benefit amount is determined by investment
performance

Individual type (iDeCo)
Individuals contribute premiums and directly
manage their assets
Number of subscribers: Approx. 1.93 million as of
March 2021
Contribution limit: 12,000 to 68,000 JPY per month

Corporate type
Employers contribute premiums, and employees,
as subscribers, are responsible for directing their
own asset management.
Number of subscribers: Approx. 7.5 million as of
February 2021
Contribution limit: 55,000 JPY per month
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In response to the easing of the requirements for enrolilment in the Defined-Contribution Pension Plan, financial institutions
have started to compete in lowering trust fees (investment management fees) and account management fees ** in order

to attract new customers.

The increased number of eligible participants is expected to stimulate active asset building among a wider range of people.

The increased number of investors will drive up demand for investment and asset management advisory services.

Note:

Page 40 sources: -
« Ministry of Health, Labour and Welfare, Act for Partial Revision of the National Pension Act, etc. for the Purpose of Enhancing the Functioning of the Pension System (Act No. 40 of

*Private pension plans comprise the Defined-Contribution Pension Plan and the Defined-Benefit Corporate Pension Plan. The latter is a pension system in which financial institutions, under
contract with the company concerned, manage and administer the plan where future benefits are predetermined.
“*Trust fees refers to an investment fee proportional to the balance of the account, while account management fees refers to a fixed monthly fee to maintain the account.

Resona Institute of Pension Research, Corporate Pension Notebook, Dec. 2020

2020) is enacted. viewed on May 10, 2021
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The Latest Trends

Annex 2. Expansion of commission-free fund sales

Since SBI Securities announced commission-free trading of domestic stocks*! in October 2019, the service has been
expanding among the major online securities firms.

In the face of intensifying price competition among online brokerages, asset management firms offering online trading to
general investors need to consider differentiation strategies based on cost reduction.

In October 2019, SBI Securities announced the introduction | MStatus of major online securities companies’ responses
to the introduction of commission-free trading

of commission-free trading of domestic stocks*?, which
began expanding among the major online securities firms.

| [Legend] O : Free : Charged |

Outline Online security Stocks*2 Investm General One-day Japan-
. . . . . companies (Physical)  ent  Margin*3 Margin**  U.S.
Particularly, in addition to domestic stocks and investment Trust ETF

trusts, commission-free trading has been extended to margin SBI Securities

@) @) @) O @)

transactions and overseas listed trusts. Rakuten Securities o o o o o

The expansion of commission-free trading has led to MONEX, Inc. @) @) @) — —

Market reductions in online trading fees for general investors. Matsui Securities o o B o ~

s This has resulted in new trading by general investors and 2U Kabucomn o o o ~ o
increased trading volumes among existing customers. Securities

In light of the cost-cutting efforts of major online securities companies, asset management firms providing online trading
services to general investors need to differentiate themselves by leveraging the strengths and features of their services.

Business

opportunitie Asset management companies managing investment trusts may need to review their own profit models in the face of
s for asset . . . - .
managers moves to reduce or eliminate management fees, in addition to commission-free trading

= Asset managers capable of low-cost operations will be able to capture business opportunities through price advantages.

Note: *1 Physical transactions: Total daily contract values of 500,000 yen or less are commission-free (2019).
*2 Stocks (Physical): Commission-free trading applies to domestic stocks and physical transactions, with total daily contract value limits varying depending on the company.
*3 General Margin: ETFs, ETNs, REITs, and infrastructure funds listed in Japan are eligible for commission-free trading.
*4 One-day Margin: Commission-free trading is applicable to domestic stocks and margin transactions, with the total daily contract value varying depending on the company.

Sources:

e Nikkei, SBI Securities to eliminate commissions for stock trading, starting with those under 25.
Page 41 e Industry Trend Search (gyokai-search.com), Market Share, Current Status, and Trends of the Internet Securities Industry (2020 Edition)
e Nikkei, The FSA is concerned about a series of “commission-free trading"; officials unveil plans to check the impact on online securities firms.




The Latest Trends

Annex 3. Amendments to the law governing the trading of security tokens and crypto-assets

The application from May 2020 of the Financial Instruments and Exchange Act to security tokens*, which previously had no
legal definition, has enabled investors and issuers to trade tokens on a legal basis.

Asset managers can expect to see an increase in the number of investors actively trading security tokens, as well as
increased demand for advisory services related to security token trading.

esuE Traditionally, due to the lack of a legal definition, security tokens were referred to as a type of crypto asset and their
trading was a legal grey area.

From May 1, 2020, security tokens have been recognized as financial instruments subject to the Financial Instruments
and Exchange Act with a clear legal definition.

Applicable laws and regulations
Asset type Major trading Lolicl
Before the amendments | After the amendments (Reference) U.S.
After May 1, 2020
Outline ( v )
Security . . N Financial Instruments and o
tokens Security token trading No definition Exchange Act Securities Act
Crypto asset derivatives No definition Financial Instruments and Commodity Exchange
trading Exchange Act Act
Crypto assets Shveical and —
ysical and margin trading . .
of crypto assets Payment Services Act Payment Services Act State laws

The application of the Financial Instruments and Exchange Act to security tokens has created a legal basis for the
Market trading of security tokens, leading to increased market opportunities.

impacts While traditional stock exchanges have fixed business hours, security token exchanges operate 24 hours a day,
making trading more convenient for investors.

Business

opportuniti The development of legislation and exchanges for security tokens are expected to facilitate trading and increase demand
for advisory services related to investment, trading, and asset management.

Sources: Compiled with reference to the following references Note:
e coindesk JAPAN, Security Token Business, May 1, 2020 X o o ’ ’ ’
Page 42 * JETRO, The State of Blockchain in the US, May 31, 2018 tgf;ﬁfl;gy'i%ac'hsggul;'gffcﬁgfﬁ are digitized and issued using electronic
e Nomura Institute of Capital Markets Research, US Regulators' Stance and Challenges on Virtual ’

Currencies, 2018 Spring



The Latest Trends

Annex 4. Japanese Government'’s “Asset Income Doubling Plan”

In the "Basic Policy on Economic and Fiscal Management and Reform (Basic Policy 2022)*! released in June 2022, the "Asset
Income Doubling Plan" was formulated to direct the financial assets of Japanese into asset management.

Demand for investment advice and asset management is expected to increase in line with the expansion of investment in NISA,

iDeCo, etc.
Expansion of Nippon Individual Savings Account (NISA) NISA Amendments to the NISA/iDeCo schemes
New NISA*Z, a small amount investment tax_exemption ;Ii';>i<t-exempt investment | Tax-exempt period Account opening period
scheme, is scheduled to be launched in 2024 or later. Before After Before After Before After
. amendment | amendment | amendment | amendment | amendment | amendment
The new NISA scheme will expand the tax-exempt A)NISA | 1.2 million | 1.22 million | Maximum 5 | Can be Until 2023 | Until 2028
investment limit and extend the tax-exempt period and yen per year| yen per year| years e
account opening period. termination
. .. . . . . of the left
Reform of the individual defined contribution pension scheme period
(lDeCO) B) 0.4 million No change | Maximum No change | Until 2037 | Until 2042
Tsumitate |yen per year] 20 years
Outline Amendments in 2022*3 will expand the options for the age | [M3A
to start receiving iDeCo benefits, expand the eligible age I Junior NISA will end at the end of 2023 due to low and slow growth of users.
for joining iDeCo, and lower requirements for iDeCo iDeCo
enrollment for corporate-type DC plan participants. Qgsetf?tsstart receiving | Eligible age for enroliment fjitn;]ugg::(frgﬁee_gggrg%nt
Creation of a new scheme to direct people's savings into asset Before After Before After Before After
t amendment| amendment | amendment | amendment | amendment | amendment
managemen iDeCo 60 - under |60 - under |20 to under | 20 to under | In Permitted
H ; HE ; H 70 years old| 75 years old| 60 years old| 65 years old| accordance | even if not
Aims to establish a system to facilitate appropriate advice with terms | provided for
and solicitation by financial instruments business operators, and in the terms
etc conditions. |and ;
' conditions*
(3¢ Specific measures including the above will be formulated at the end of 2022.) % Caps are set for company-type DC and iDeCo contributions.
Japanese household financial assets (over 1,000 trillion yen in deposits or cash holdings) are expected to shift from
Market savings to investment.
REIE: Increased opportunities for financial instruments business operators, etc. to provide advice and conduct solicitation
regarding investments.
Business
opportuniti Tax incentives for asset management will be revised, which is expected to further increase the number of individual
es for asset investors and the amount invested in Japan.
manadgers

Sources: *! Cabinet Office, Basic Policy on Economic and Fiscal Management and Reform (Basic Policy 2022), Jun. 7, 2022
*2Monex, Inc. FP explains the new NISA scheme to start in 2024!, viewed on Jul. 4, 2022
*3 Mizuho Bank, How will iDeCo change with the amendments to the scheme in 2022?, Mar. 22, 2022 EY
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The Latest Trends

Annex 5. Launch of the Financial Services Intermediary Business

In June 2020, amendments to the law related to the launch of the Financial Services Intermediary Business were enacted,
which allows all banking, securities, and insurance services to be handled under a single license.

This enables access to customers of banks and insurance intermediaries, along with financial instruments intermediary
service providers, expanding sales opportunities for asset management companies.

Outline

Market
impacts

Features of the Financial Services Intermediary Business
Optimize one-stop services by enabling intermediaries to provide services
in all areas of banking, securities, and insurance with a single registration
No need to be affiliated with a specific financial institution as in the past
Products that can be handled
Limited to products that do not require advanced explanations, assuming
that the service is provided online

_ Banking Securities Insurance

Available |Savings account, Government bonds, Listed |Personal accident, Travel,
Mortgage loans stocks, Investment trusts | Golf

Not Structured deposit Unlisted stocks, Variable, Foreign

available Derivatives instruments currency denominated

Product providers
Traditionally, only products in each service area were sold to sales agentd
of banks, securities and insurance companies respectively, but cross-
selling is now possible, expanding potential sales channels

Financial Services Intermediary Business
Expands the range of products that can be handled by bank agents,
financial instruments intermediary service providers
Businesses other than financial instruments intermediary service
providers can also offer asset management products
Companies in different industries, such as FinTech and other IT
companies, as well as e-commerce companies, can now handle financial

products and sell them through their own products and platforms

Conventional Intermediary Business and

Financial Services Intermediary Business

Approach from L
users <>

— Affiliation Partnership

Banking Securities Insurance

P o
ancatT

@Traditi(?nal Bank agency instruments Insurance agents
intermediary service intermediary 9
business seryice /v
\ Financial
service users
Banking Securities Insurance
@ A A
Intermediary \V \V/
business Financial Services Intermediary Business
pOSt' Firamcrat
legislative Bank agency instruments Insurance agents
revision service intermediary 9
SCT V;\.C
Financial

service users

Business
opportuniti The launch of the Financial Services Intermediary Business has enabled companies other than traditional brokerage firms to sell
products to potential customers, expanding their sales opportunities to a wide range of banking, securities, and insurance
customers.
Sources:

e Financial Services Agency, Act for Partial Revision of the Act on Sales, etc. of Financial Instruments for the Purpose of Enhancing Convenience and

Protection of Financial Service Users, viewed on May 10, 2021
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The Latest Trends

Annex 6. Open Innovation Tax System

The Open Innovation Tax System was established as part of the FY2020 Tax Reforms, with applicable period of this tax system
extended in 2022.

Overseas startups continue to have easier access to investment from domestic corporations subject to this tax system* and
their corporate venture capital (CVC) arms.

Tax reforms enacted in FY2022 extended the period Investment in overseas startups under this tax system*1
(until March 31, 2024) during which domestic Eligibility of
corporations or their CVCs can deduct 25% of the entities/investment under the Eligible
cost from their income (with an upper limit) when Open Innovation Tax System. Ineligible
they acquire a certain amount of newly issued shares
of a startup for the purpose promoting open Eligible Domestic Overseas Overseas
innovation. corporation CvC subsidiary CVvC
The main requirements for investment are as
follows:
Outline Investments should be made ir_1 unlisted
startups that have been in business for less Domestic Overseas
than 10 years. startup startup
Investments should be made with the _ This tax system also applies to investments in overseas startups,
expectation of holding shares for at least five provided that investors are eligible domestic corporations or their
years, and not for net investment purposes. domestic CVCs (overseas subsidiaries or overseas CVCs of eligible
The amount of each investment must be 100 SRRl arg B AL f il system.)..
million yen or more (subject to certain The_ amount of mvgstment_ n_'1ust be 100 _mlll!on yen or more per
conditions). _prOJect. However, if the eI_|g_|bIe corporation is a SME,_the
investment must be 10 million yen or more. Further, if the
Investments should be made as part of open investment is made in an overseas startup, the amount must be
innovation initiatives. 500 million yen or more.

Business
opportuniti
es for asset]

CVCs making investments in startups can receive preferential tax treatment.

% Companies eligible for this tax system: those acquiring shares in startups for the purpose of promoting open innovation
Source: *! Ministry of Economy, Trade and Industry, Open Innovation Promotion Tax System, Apr. 2022

Page 45 EY



https://www.meti.go.jp/policy/economy/keiei_innovation/open_innovation/kankeihorei/210528_gaiyosiryo.pdf
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