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Notes on Media Briefing by Akira Kiyota, Director and Representative Executive 
Officer, Group CEO, Japan Exchange Group, Inc., on January 31, 2018

I would like to go over the consolidated financial results for the third quarter 
for the fiscal year ending March 2018.
Operating revenue increased to JPY 87.8 billion, resulting in a year-on-year 

increase of JPY 7.1 billion (+8.9%). This is a result of an increase in cash 
equity trading value compared to the same period last year, among other 
factors.
Operating expenses were JPY 36.2 billion, a JPY 900 million year-on-year 

decrease (-2.5%). This is a result of a decrease in depreciation of systems.
As a result, JPX produced favorable results with an increase in revenue and 

income for the third quarter of the consolidated statement of income with 
operating revenue increasing and operating expenses decreasing. 
Consequently, operating income increased by JPY 8.2 billion (+18.5%) year 
on year to JPY 53 billion; and, net income was JPY 37.1 billion, a JPY 5.3 
billion (+16.8%) year-on-year increase.

[Q&A]

Q:   I have two questions. 
The first question is about Saudi Aramco. Media reports stated that it

did not select Japan for its IPO. What is JPX’s stance on the current
situation and how will you proceed?
The second question is about SoftBank Group. The media reported 

that the company is planning to list shares of its mobile phone business. 
I believe TSE understands issues associated with listing of parent and 

subsidiary companies. They include whether or not a parent company 
might infringe upon the common interests of minority shareholders of 
its subsidiary. Could you share your comments on this?

A: For the first question about Aramco’s IPO, as there are various issues
surrounding Saudi Arabia, including political affairs, there are also all 
types of media coverage on the matter. As you said, some have reported 
that not Tokyo but Hong Kong is likely to be selected in Asia. However, 
it seems as if they have yet to reach a conclusion. 
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J apan’s Minister of Economy, Trade, and Industry Seko later 
confirmed that there was no conclusion. Aramco CEO Nasser also 
stated that a conclusion had yet to be made and that the Saudi 
government would have final say in the matter.
Our staffs in contact with Aramco and Tadawul have also yet to obtain

any information indicating that a choice had been made from either 
side.

  Still, we have to be pragmatic. When it comes to selecting a market 
for an IPO valued at possibly JPY 10 trillion, it would be challenging 
for even NYSE, the world's largest stock exchange, to attract and 
absorb such an enormous listing. As such, we are not being overly
optimistic about what the outcome will be. That being said, we will 
continue showcasing the merits of the TSE market as a large trading 
venue that attracts both institutional and retail investors and that was 
able to successfully handle Japan Post’s three-way IPO and follow-on
sale of shares without any trouble.
Technically speaking, it is not so simple for such a large overseas 

company to prepare for simultaneous listing on different markets while 
following rules and regulations that may be slightly different. As such, 
I assume the Saudi government is making preparations step by step.
Aramco may take a realistic approach, rather than listing its shares on 
three or four markets at the same time. We will remain in contact with 
Aramco while preparing for such a possibility. 
For the second question about a possible listing by a subsidiary of 

SoftBank Group, the Group commented that it was always studying 
various capital strategy options. If its subsidiary is proceeding with 
preparations to list its shares, we should respond accordingly such as 
by conducting a listing examination.
Regarding listing by subsidiaries in general, companies such as

Toyota Motor, Fujitsu, and FANUC, which were once subsidiaries,
achieved significant growth and became leading Japanese companies. 
In that sense, I do not think listings by subsidiaries is a bad idea. 
However, there is an issue of conflicts of interest between shareholders 
of the parent company and minority shareholders of a subsidiary. It is 
essential to improve governance to protect such minority shareholders. 
It is something we look at in listing examinations.
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Q:     I would like to ask about an incident involving cryptocurrencies. 
The specific incident I’m referring to is that of a problem that arose at 
an exchange called Coincheck, and it is not a problem with 
cryptocurrencies per se. What are your thoughts on this?

A:    I see you’re using the word "exchange" to describe Coincheck. We
use the word "exchange" in our names, Japan Exchange Group or 
Tokyo Stock Exchange, so the general public may think that
Coincheck has similar functions to ours. However, unlike financial
instrument exchanges under the Financial Instruments and Exchange 
Act, entities such as Coincheck are considered virtual currency 
exchange service providers under the amended Payment Services Act 
and have no direct relation to the type of business we exchanges 
conduct.
We do not have a negative view of cryptocurrencies per se and 

understand that some view the area as promising as long as it is based 
on safety and reliability. I think the issue of how each company is 
supposed to manage cryptocurrency has nothing to do with the issue of 
the reliability of a cryptocurrency itself.
Still, those markets are burgeoning with increasing types of 

cryptocurrencies. The general public who is involved in these rapid 
changes may be unprepared and suffer losses. I hope people invest 
with caution.

Q:    Today is the end of January. If we look at stock price movements 
from the onset of this year, they greatly rose, but today's closing price 
returned to almost that of the very start of the year. The yen has also 
been on an uptrend recently. I would like to hear your thoughts on the
recent market conditions.

A:   The market was off to a good start this year, and the Nikkei 225 
recovered JPY 24,000 levels for the first time in 26 years. Conditions 
were great. Indeed, as you said, the closing price today narrowly 
stayed at the JPY 23,000 level but was still above that of the end of 
2017 by JPY 300. I have said many times before that current stock
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prices in Japan reflect not only just a favorable environment but also a 
rise in earnings of Japanese companies. Efforts made by Japanese 
companies to improve corporate value have been recognized by
investors at home and abroad. What I mean is that the world is placing 
good merit on the changes in governance, which is attracting
investment. As such, I think investors have not yet changed how they 
assess the market and invest this year.
Earnings reports for the October to December period are starting to 

be announced and have been very positive so far. If we look at how the 
conditions are affecting the yen, it is my impression that investors are 
exercising greater caution in the face of a possible exit strategy from 
ultra-loose monetary policy by the BOJ, among other factors. 
Consequently, we have seen a continued rise in the yen and selling of 
Japanese stocks. Thus, I do not think there has been a new sudden 
change of direction that is lifting the value of the yen. If the BOJ 
maintains its monetary policy and the yen does not make a sharp turn 
toward dramatic strengthening, then I feel we do not need to worry 
about the performance of Japanese companies. Therefore, even though 
there were some adjustments, I think the market has been corrected to 
put the brakes on sharp rises. Similar to other market experts with
varied views, I, too, generally hope that there will be little uncertainty 
concerning the market overall.

Q:    My first question is about JPX’s performance and the second about 
Aramco. As demonstrated by the third quarter cumulative earnings 
results, progress in net income has reached 87% and 88% for operating 
income. These are very high, but the full year forecast has remained 
unchanged. Are you assuming any risk or costs for the fourth quarter?
Also, could you tell us about your policy on how to attract listings by
overseas companies in the future? You said you were not overly
optimistic about Aramco and would continue contacting them. What is 
your policy on how to attract other overseas companies?

A:    Concerning the first question, the current stock market certainly is 
very strong with large trading volume. However, market conditions
during the remaining two months may change. The earnings forecast 
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will be corrected if there is a difference in revenue of 10% or more and 
that in profit of 30% or more. As the differences in the results are 
currently smaller than those, we have left the forecast unchanged.
Now, let me address your second question about our stance on how to 

attract more overseas companies. I have said this many times before. 
We would like to attract listings of stock for which we can serve as a 
viable secondary market even after their listing. At the peak of the 
bubble economy in the 1980's, 127 overseas companies were listed on 
TSE. We no longer focus on just increasing the sheer number of listed 
companies with no actual IPOs or POs occurring. As such, if Aramco 
selects TSE as a venue for its gigantic IPO, the size of the IPO should 
be tradable on the TSE market. Currently, as Aramco and the Saudi
government are not allowing securities companies to be involved, we 
are the only contact in Japan. If there is a possibility, then major 
securities companies in Japan should contact them. I think a syndicate 
should be created composed of major Japanese securities companies 
like Nomura or Daiwa, or overseas firms or investment banks 
operating in Japan. Thus, with the exception of special cases such as 
Aramco, we would like to collaborate with securities firms and target
companies that will actually use TSE as a capital market.


