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Takahashi: Thank you very much for joining us today despite your busy schedules. We are beginning the Japan 
Exchange Group’s conference call for the mid-term management plan 2024, update for FY2024, and FY2023 
earnings. This time, the event is being held in a hybrid format, combining a physical venue and a live webinar 
broadcast. 

First, regarding today’s proceedings, we will start with our presentation, followed by a Q&A session. Please 
note that the transcript and the English translation of both the presentation and the Q&A will be prepared by 
our group company, SCRIPTS Asia, and will be distributed and posted on our website. 

Next, I would like to introduce our attendees. We have Yamaji Hiromi, Director and Representative Executive 
Officer, Group CEO. We also have Tabata Atsushi, Senior Executive Officer . 

First, Mr. Yamaji will explain an overview of the mid-term management plan 2024, the update for FY2024, and 
FY2023 earnings. 

 

Yamaji: I am Yamaji, the Group CEO of Japan Exchange Group. Today, I will first discuss the FY2024 update of 
the mid-term management plan 2024. 

JPX formulated the three-year mid-term management plan 2024 in March 2022 and has been advancing its 
initiatives under the slogan, “Exchange & Beyond”. We are now two years into the three-year plan. As is 
customary, we update the plan annually based on the current environmental changes, and I will explain the 
key points of this update. 



 
 

 

Please look at the update policy. This fiscal year marks the final year of the plan. While keeping an eye on 
changes in the business environment, including revisions to the Bank of Japan’s monetary policy, we will 
maintain the overall direction of the plan and steadily complete our initiatives in focus areas. 

In light of the government’s new policies such as “Promoting Japan as a Leading Asset Management Center” 
and the launch of the new NISA, we will expand related measures to invigorate the market. Furthermore, we 
will make various considerations, and strengthen internal structures and investments aimed at further 
progress in the next plan. 

 



 
 

 

In the following pages, I would like to briefly touch on the key points for the final year of the plan, which are 
highlighted in yellow. 

We are committed to steadily implementing measures such as promoting management that is conscious of 
cost of capital and constructive dialogue between listed companies and investors, promoting the appeal of 
Japanese stocks, upgrading the cash equity trading system scheduled for November 5 this year, and 
implementing associated measures such as the extension of trading hours. 

 

 



 
 

 

 

Additionally, from a medium to long-term perspective, we aim to expand the market for new products such 
as short-term interest rate futures that were listed last year, and to promote and increase the adoption of 
new data services. 

 

Furthermore, we plan to steadily advance initiatives aimed at evolving into a global comprehensive finance 
and information platform, which is our long-term vision. This includes promoting the electricity futures market 
and a carbon credit market. 



 
 

 

Regarding financial targets, I will explain the details of the financial results later. Due to increasing interest in 
Japanese stocks both domestically and internationally, trading in the Japanese stock market has been 
performing well, and we have achieved the financial targets set in the mid-term management plan 2024 ahead 
of schedule, without waiting for the final year of the plan. 

This fiscal year, we aim to continue controlling costs effectively through prioritization of projects, while also 
maintaining stable market operations and investing in further growth for the future. 

That concludes the update on the mid-term management plan. 

 



 
 

 

Next, I will provide an overview of the FY2023 financial results. 

 

Regarding the trends in the cash equities market, the trading value for FY2023 was buoyant throughout the 
year, supported by strong stock prices, including the Nikkei 225 reaching an all-time high. 

Compared to the previous fiscal year, the trading value increased by 30.2% to JPY5 trillion, marking the third 
consecutive year of record highs. 



 
 

 

Regarding the trends in the derivatives market, the trading volume of financial derivatives increased due to 
speculation on the Bank of Japan’s monetary policy, with JGB futures trading increasing. Compared to the 
previous fiscal year, it rose by 13.9% to 402 million contracts. 

Additionally, the trading volume of commodity derivatives, including precious metals such as gold futures, has 
been performing well. Compared to the previous fiscal year, it increased by 11.9% to 17.72 million contracts. 

 

 



 
 

 

In response to these market trends, the situation with operating revenue has improved as mentioned earlier, 
with all revenue categories showing increases due to the buoyancy in the Japanese stock market. 

Specifically, there have been significant increases in trading services revenue and clearing services revenue. 
Additionally, the rising stock prices have led to increases in listing services revenue and information services 
revenue. Moreover, other operating revenues have also increased. 

As a result, the total operating revenue reached JPY152.8 billion, up JPY18.8 billion or 14.1% compared to the 
previous fiscal year, marking a record high. 

 



 
 

 

Regarding operating expenses, first, personnel expenses have increased due to implemented wage raises. 
Additionally, system-related expenses have increased due to the maintenance and operation expenses of 
information systems, as well as contracted system development and external factors such as FX rates. 

On the other hand, depreciation and amortization expenses have decreased due to the end of depreciation 
for the former derivatives clearing system. 

As a result, total operating expenses amounted to JPY71.5 billion, an increase of JPY4 billion or 6.0% compared 
to the previous fiscal year. 

 

 

 

 

 



 
 

 

The highlights of the financial results are as follows. As mentioned earlier, while operating expenses increased, 
primarily due to personnel expenses and system maintenance and operation expenses, the growth in 
operating revenue, driven by the buoyancy of the Japanese stock market, exceeded the increase in expenses. 
As a result, operating income reached JPY87.4 billion, an increase of JPY19.1 billion or 28.1% compared to the 
previous fiscal year. 

Furthermore, net income amounted to JPY60.8 billion, an increase of JPY14.4 billion or 31.2%. 

 

 



 
 

 

For the forecast for FY2024, assuming market conditions are similar to the previous fiscal year, we expect the 
average daily trading value of cash equities to remain at last year’s levels, with operating revenue projected 
to be approximately JPY152 billion, about the same as the previous year. 

However, due to the planned operation of the new cash equity trading system in November 2024, operating 
expenses are expected to increase by 2.7% over the previous year to JPY73.5 billion. 

Additionally, due to a decrease back down from the previous year, when income was recorded from the sale 
of some assets, and an increase in operating expenses, operating income is expected to be JPY79 billion, down 
9.7% compared to the previous year, and net income is anticipated to be JPY53.5 billion, down 12.0% from 
the previous year. 



 
 

 

Our basic policy for dividend payout ratio is set at 60%. Based on this, the ordinary dividend for FY2023 will 
be JPY71 per share for the full year. 

Additionally, as I mentioned earlier during the mid-term management plan update, we have achieved the 
financial targets set in the mid-term management plan 2024, and our performance has reached a record high.  

Therefore, as announced in March this year, in appreciation of our shareholders’ support, we will implement 
a special dividend of JPY20 per share, resulting in a total annual dividend of JPY91 per share. For the FY2024, 
we plan an ordinary dividend of JPY62 per share for the full year. 

That concludes my presentation. 

 

  



 
 

Question & Answer 

 

Takahashi: We will now begin the Q&A session. First, could we have a question from the person at the front 
of the venue? 

Watanabe: This is Watanabe from Daiwa Securities. Thank you for your presentation. I have two questions. 

First, regarding capital policy. Even considering dividend payouts, it seems there is nearly JPY50 billion in 
excess capital against a minimum capital level of JPY250 billion. This term, the additional return was limited 
to a special dividend of JPY20 per share, totaling just over JPY10 billion. 

Could you explain how you plan to use this JPY50 billion excess capital? The materials mention that it will 
be flexibly allocated for additional returns, but could you elaborate on the specific plans? 

Tabata: Thank you for your question. 

As you pointed out, with respect to shareholder returns and the use of equity, after accounting for the year-
end dividend, the necessary equity amounts to just over JPY250 billion, plus approximately JPY30 billion for 
the year-end dividend, totaling around JPY280 billion plus. This situation leaves us with an excess of about 
JPY40 billion. 

We plan to continue considering shareholder returns while observing opportunities for growth investments, 
investments, and M&A. Therefore, if you look at FY2023 as a whole, we have issued a special dividend and 
also conducted a share buyback last spring. In that sense, we believe we are appropriately returning value to 
shareholders. 

On the other hand, there is also a need for as much growth investment as possible. This is something that the 
board of directors also discusses frequently, and given the relatively good financial results, there is a demand 
for focusing on growth investments looking forward. So, we are exploring growth opportunities with one eye, 
while intending to continue returning the excess to shareholders as much as possible. 

Watanabe: Just to clarify, should we assume that there are fairly certain items in the growth investment 
pipeline in the near term? 

Tabata: I can’t give a definite answer on that part until things are formalized, but we are exploring various 
possibilities. 

Yamaji: Regarding M&A, as you know, it involves a counterpart, and given our nature, we can’t just forcefully 
make things happen. It’s difficult to give you a timeline for what can be achieved by a certain time. However, 
we are considering various investments aimed at growth and have created a shortlist of potential areas to 
explore. 

Watanabe: My second question concerns the benefits of rising interest rates. On the business side, for 
example, we might see an increase in the trading volume of short-term interest rate futures, or in terms of 
the balance sheet, an increase in the management profits from deposited collateral. I assume these are 
possible channels of impact. 

For the former, I’d like to know about the upside potential. For the latter, how much would the 
management profits increase if interest rates rise by a certain amount? If you have any quantitative data, 
it would be helpful. 



 
 

Yamaji: This is a point often raised by international investors as well. For instance, we frequently discuss the 
management profits from various deposits held at JSCC. However, as you know, these are deposits from 
participants  and it’s not possible to use them for speculative purposes. We can only invest them in very stable 
or safe assets. 

In Japan, as you are aware, short-term interest rates are no longer negative, but they are not incredibly 
positive like the dollar, for example. It’s quite difficult to predict the revenue that this will generate.  

Furthermore, with rising interest rates, it’s natural to expect that trading in JGB futures or the TONA futures 
introduced last year will likely become more active. However, the last time JGB futures and OTC JGB trading 
were very active was in the 2000s. The market environment has changed significantly since then. For example, 
the participants known as HFTs had not yet entered the market at that time. 

In this sense, the market environment has changed too much. So, I can say that if we assume certain 
conditions, this will happen, but as to how probable it is, we ourselves cannot be too confident. 

However, as I mentioned earlier, whether it’s JGB futures or TONA futures, under the current environment, 
with an increase in investors such as new HFTs, we have already sufficiently increased the capacity of our 
derivatives trading system. Therefore, we are in a position to benefit from increased trading volumes without 
further investment. 

Niwa: I’m Niwa from Citigroup Global Markets. I have two questions. 

Firstly, related to Mr. Watanabe’s earlier question about investment and M&A. From the perspective of 
investment capacity, I would like to know how much we should envision. I understand about the excess 
capital of JPY40 billion, but I believe there is also borrowing capacity. 

In terms of what I’m interested in, my question is not just about the amount, but whether you are 
considering significant changes that could transform your company’s business on a large scale, or if you are 
thinking more along the lines of supporting organic growth. I would appreciate a comment on this. 

Yamaji: Our most important mission is to provide fair trading opportunities and stable market operations. 
Therefore, if you ask whether we might consider an M&A that could significantly deviate from our primary 
mission, like one in a different type of business as you mentioned, it’s a bit difficult. In that sense, we do 
consider investments that reinforce our current mission or that slightly push the boundaries. 

In response to your question about whether approximately JPY40 billion in capital could go further with 
leverage, we have received similar questions and opinions from related parties. We are thinking about these 
issues, considering the profitability of the business and the stability of our current finances. 

Niwa: For the second point, from a different perspective, I’m interested in the average daily trading value 
of cash equities  trading. It is assumed to be JPY5 trillion per day in FY2024, and I am wondering if this is 
sufficient in terms of providing liquidity. Comparatively, I believe that the liquidity and trading volume of 
Japanese stocks could be higher, even when looking at other developed countries. Is my understanding 
correct? 

Thus, while I understand that JPY5 trillion is reasonable given the current market activity, I am curious 
whether there is still potential for an upside here. For instance, if the CPI reaches 2% and the Japanese 
economy truly improves, should we expect further increases in trading volumes from this point, or should 
we view JPY5 trillion as a potential peak within the cycle? 

I’ve mentioned several points, but I would appreciate your comments on whether you believe sufficient 
liquidity is being provided. 



 
 

Yamaji: Indeed, with about 3,800 companies listed on the Tokyo Stock Exchange, the stocks with the highest 
liquidity are probably those included in the TOPIX100, followed by TOPIX500. For these top-ranked companies, 
I believe the liquidity is likely sufficient. 

Regarding the capacity of our matching engine, such as “arrowhead” for cash equities, even if the volume 
were to exceed double the current level, it would not compromise stability. Therefore, we aim to continue 
promoting the attractiveness of Japan’s market and our current position and goals, both domestically and 
internationally, to encourage more use from investors. 

However, I believe there is still room for improvement in liquidity for companies outside the top 1,000. 
Therefore, there are challenges that even if the exchange vigorously promotes these companies, it amounts 
to little if investors do not follow suit. 

We have been facilitating initiatives like realizing management conscious of capital costs and stock prices, 
always aiming to provide investors with useful information. We intend to continue these efforts moving 
forward. 

Niwa: As a follow-up question, what conditions do you see as necessary for increasing the trading value? 

Yamaji: Trading value is calculated by multiplying stock price by trading volume. For example, if we talk about 
the current figures, the TOPIX is around 2,700 points, and the Nikkei 225 is about 38,000 yen today. Thus, 
even if the same number of shares were traded, the trading value would be higher now compared to last year 
at this time, when the Nikkei 225 was probably around 28,000 yen. 

Therefore, as stock prices increase, the transaction value increases even with the same number of shares 
traded. In this way, an increase in stock prices under the current circumstances can lead to higher trading  
value. Additionally, increasing the trading volume  can also raise the trading value. 

However, we cannot easily control whether stock prices rise or fall. Therefore, in that sense, it will continue 
to be necessary to convey the appeal of Japanese companies and the Japanese market to both domestic and 
international investors to increase trading volume. 

Niwa: I’d like to inquire about the ROE in consideration for your next mid-term plan. I believe that targeting 
an ROE above the current 15% or higher might be feasible. Could you share your thoughts on this? 

Tabata:  

Regarding ROE, for FY2023, performance was very good, and we also had some asset sales, so it was 19%. For 
FY2024, based on the already published performance forecasts, ROE is about 16%. We would like to hear the 
views of investors and shareholders on this, and decide how to proceed based on these opinions. 

Takahashi: Thank you. It seems we have addressed all questions, so we will conclude the Q&A session here. 

This concludes today’s conference call. Thank you very much for your participation.  

[END] 

______________ 

 

 


