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Presentation 

 

Yaguchi: Thank you very much for taking time out of your busy schedule to join us today. We will now begin 
Japan Exchange Group, Inc.'s briefing about the FY2023 update of the medium-term management plan 2024 
and the financial results for FY2022. This event is a hybrid of an on-site event and a live webinar. 

First, please let me explain today's proceedings. We will first give an explanation and then move on to the 
question-and-answer session. I would like to introduce you to today's attendees. Yamaji Hiromi, Director & 
Representative Executive Officer, Group CEO; and Tabata Atsushi, Senior Executive Officer & CFO. I am 
Yaguchi from the Corporate Communications Department, and I am today's moderator. 

First, Mr. Yamaji will give an overview of the FY2023 update of the medium-term management plan 2024 and 
the financial results for FY2022. 

Yamaji: Hello, everyone. I am Yamaji, CEO of Japan Exchange Group. I have been speaking with shareholders 
and investors mainly at IR Day, a business presentation meeting, but since assuming the position of CEO this 
month, I would like to continue to exchange frank opinions with all of you and strive to continuously improve 
JPX's corporate value. Thank you very much for your cooperation. 

  



 

Today, I will first explain the FY2023 update of the medium-term management plan 2024. 

In March last year, JPX formulated its three-year plan, the medium-term management plan 2024, under the 
slogan, "Exchange & beyond," and is now moving forward with its initiatives. 

I participated in the discussion of this medium-term management plan as Group COO since its formulation, 
and my ideas and policies are reflected in the 2024 plan. 

The first year of the three-year plan has just passed. As we are to update the plan every year in light of the 
current changes in the environment, I will explain its points. 



 

Please see the updated policy on page four of the presentation materials. As for the business environment, 
we believe that the outlook for the domestic and overseas economic environment remains uncertain due to 
the protracted situation in Ukraine and higher interest rates in the US and European countries. 

However, the direction we should aim for remains the same, so we will maintain the general framework of 
the plan and continue to steadily implement it while making necessary improvements in each measure. 

In particular, last November, the Japanese government formulated the Doubling Asset-based Income Plan. 
We recognize that JPX's role in creating a virtuous cycle of growth and distribution has become more 
important than ever. We hope to support the sustainable growth of companies and encourage the medium- 
to long-term asset building of the public through the provision of attractive products or the development of 
financial and economic education. 

We also intend to strengthen our information provision to further increase awareness and understanding 
about JPX's initiatives both inside and outside Japan. 



 



 



 

Then, as highlighted in yellow on the following pages, I will briefly talk about the key points of the first year of 
the plan. 

In the first year of the plan, we followed up on the review of market restructuring and, based on this, 
requested listed companies to take actions to realize management being conscious of the cost of capital and 
stock prices, launched holiday trading in the derivatives market, and released the outline of specifications for 
active ETFs, short-term interest rate futures and small-lot products of derivatives. 

From a medium- to long-term perspective, we are also in the process of steadily planting the seeds for the 
realization of our long-term vision, Target 2030, which we aim to achieve by 2030. To this end, we issued  
a Digitally Tracked Green Bond, and engaged in a demonstration project for the carbon credit market. 



 

Next, I would like to provide an overview of our financial results for FY2022. Please see page nine of the 
materials. 

As for market trends in the cash equities market, the trading value in FY2022 was brisk throughout the year, 
influenced by price, interest rate, and exchange rate trends, and the average daily trading value of stock 
certificates and other securities was JPY3.84 trillion, a YoY increase of 2.1%. The daily trading value marked 
its record high for the second consecutive year. 



 

Next, please see the market trends for derivatives on page 10. The trading volume in financial derivatives was 
352 million units, up 5.1% YoY, in the market where volatility remained relatively high, especially in H1. 

On the other hand, the total trading volume for commodity derivatives declined 6.4% YoY to 15.83 million 
contracts. Trading in Dubai crude oil futures decreased, which was partially offset by an increase in precious 
metals products. 



 

Please see page 11. This shows operating revenue under these market trends. 

As I mentioned earlier, although the trading volume of financial derivatives increased, revenue from the 
trading services decreased YoY, affected by the decline in the trading volume of commodity derivatives. In 
addition, revenue from the listing services also declined due to a decrease in fund procurement by listed 
companies. 

On the other hand, revenue from the information services increased due to an increase in market information 
usage fees resulting from the expanded use of market information, as well as an increase in index license 
revenue. Other operating revenue also increased. 

As a result of the above, overall operating revenue was JPY133.9 billion, a YoY decrease of JPY1.4 billion, or 
1.1%. 



 

Please see page 12. This shows operating expenses. 

First, system-related expenses increased due to higher system maintenance and operation expenses for 
information systems, as well as depreciation and amortization expenses due to the replacement of the 
Japanese government bond clearing system and the development of the Kansai backup center. 

Other operating expenses also increased due to the posting of R&D expenses related to measures under the 
medium-term management plan, etc. 

As a result, overall operating expenses increased by JPY4.2 billion, or 6.8%, YoY to JPY67.5 billion. 



 

Please move on to page 13. Here are the highlights of the financial results. 

As I mentioned earlier, operating income decreased JPY5.2 billion, or 7.1%, YoY to JPY68.2 billion due to the 
decrease in operating revenue resulting from the decline in listing-related revenue and other factors, as well 
as the increase in operating expenses, mainly system-related expenses. Net income was JPY46.3 billion, a YoY 
decrease of JPY3.6 billion, or 7.2%. 



 

Please move on to page 14. The forecast for FY2023 is based on the assumption that the daily trading value 
for cash equities and trading volumes for derivatives will remain flat YoY as the market environment will be 
affected by the situation in Ukraine and the trends in interest rates and exchange rates, and it is difficult to 
accurately predict the future. The forecast for operating revenue is JPY134.5 billion, the same level as the 
previous year. 

On the other hand, due to stable market operations and the measures in the medium-term management plan, 
operating expenses are projected to increase 5.9% YoY to JPY71.5 billion. Meanwhile, operating income is 
expected to be JPY68.5 billion, roughly the same level as the previous year, and net income is projected to 
increase 5.7% YoY to JPY49 billion. 



 

Please see page 15. JPX's basic policy on dividend payout ratio is around 60%. Based on this, the ordinary 
dividend for FY2023 will be JPY57 per share for the full year. 

That is all from me. 

  



Question & Answer 

 

Yaguchi : We will now move on to the question-and-answer session. Starting this time, please note that 
SCRIPTS Asia, a JPX Group company, will transcribe the presentation and the Q&A session, and translate them 
into English and distribute them. We will post them on our website. Please be aware of this in advance. 

Please ask questions now. 

Watanabe : This is Watanabe from Daiwa Securities. I have two big questions. First, there are three sub-
questions on page 14 of the document, regarding the assumptions for the FY2023 forecast. 

The first one: Operating expenses are expected to increase by JPY4 billion in FY2023. What are the main 
reasons for the change? 

The second sub-question: If we subtract operating expenses from operating revenue, we get JPY63 billion. 
As operating income will be JPY68.5 billion, there is a discrepancy of JPY5.5 billion. I think you are 
envisioning something in other revenues, but could you please tell us what you are looking at? 

Thirdly, you assume that the tax rate will be lowered, but what is the background behind this? This is the 
first big question. 

Tabata : I will answer the questions. 

On the first point, the increase in expenses for FY2023, we expect personnel costs to be the largest factor. 
There are various reasons for the increase in personnel expenses, but the largest is that we have decided to 
extend the retirement age of our employees, and we expect that the related expenses will increase 
considerably. 

Supplementary to this, since the decision was made in FY2022, the accumulation of retirement benefits for 
FY2022 temporarily declined as a special factor. That was a special circumstance, and as a result, it appears 
that personnel costs for FY2022 decreased and personnel costs for FY2023 increased considerably. 

In addition, as for personnel expenses, which I believe are the same for other companies, in terms of human 
capital, we expect to include a variety of benefits for our employees so that they can work with peace of mind. 
Including that, nearly half of the YoY increase of approximately JPY4 billion will be for personnel expenses. 

The second biggest factor is system-related costs, apart from some parts of smaller expenses. I think this also 
needs a little explanation. As for the system part, there are system maintenance and operating expenses and 
depreciation and amortization, but if you look at the balance sheet, you will see that there is a section for 
software under intangible assets. 

In fact, the system maintenance and operation costs used for system development, including personnel costs 
for some employees, are deducted as other expenses and recorded as software assets on the balance sheet. 

For example, a system is usually appreciated evenly over a five-year cycle, and if the portion I mentioned is 
taken into account as a negative part of the system costs, the situation in FY2023 will be almost the same as 
in FY2021. 



There is one exception: We provide system services to outside corporations, and this part of our sales is in the 
form of outside sales, so of course we add a markup to the cost of the system and sell it. Therefore, if this 
portion is excluded, the cost level in FY2023 is expected to be almost the same as in FY2021. 

There may be an increase of just JPY100 million to JPY200 million. However, that part includes a rise in IT staff 
costs and the payment of licenses to outside system vendors such as NASDAQ, etc. As these are the contracts 
based on the US dollar, the depreciation of the Japanese yen will increase these costs in yen terms. There will 
be a slight increase in these areas, but basically, excluding the external sales portion of the systems, there will 
be no large increase. 

A major factor in expenses is the electricity rate, which is expected to increase by about JPY500 million in 
FY2023. I know all companies are probably in the same situation. 

Then there are various other factors. The COVID-19 pandemic has been generally contained, and as the 
majority of our clients are overseas investors, we have to increase our expenses for sales and marketing, 
including business trips, and other small expenses. Including them, the total increase in operating expenses 
will be JPY4 billion. Therefore, the largest part will be labor costs. This explains the first point about the costs. 

As for your second question, as you mentioned, there is a slight discrepancy in the difference between 
operating revenue minus operating expenses and the operating income amount. Regarding that, we are 
planning to sell part of our assets. 

This is still under negotiation, and we are still discussing the contract, so I cannot explain the details, but there 
is such special factor. 

The third point about taxes is that net income appears to be slightly higher than operating income because 
there is a portion of the calculation based on tax effects related to the sale of the assets in the second point. 
That is all. 

Watanabe : Thank you very much. The second major question is about your capital policy. What steps will 
you take to achieve management being conscious of the cost of capital and stock prices? In a sense, I think 
it would be a model answer, but I would appreciate if I can hear from you. Thank you. 

Yamaji : Thank you for your question. At the end of March, we made a request to the 3,300 companies listed 
on the Prime Market and Standard Market regarding this matter. Since the introduction of the Corporate 
Governance Code in 2015, our company has been engaged in management being conscious of capital 
efficiency and the cost of capital. 

In our medium-term management plan and other plans, we are committed to maintaining ROE of 10% over 
the medium to long term, which is higher than the cost of capital. As of the end of FY2022, our ROE was 14.7%. 
In the medium-term management plan 2024, we aim to achieve ROE of 15% or more, and are promoting 
various measures to further improve return on capital. 

In this sense, we have long been aware of such indicators of the cost of capital and return on capital, and have 
been careful in allocating management resources. We will also actively and constructively exchange opinions 
and engage in dialogue with investors, and we will consider disclosing additional necessary information as 
needed. 

What exactly we are thinking about is a variety of things, some of which are investments. We will continue to 
disclose such information when it becomes necessary to do so in a timely manner. 

Watanabe : I understand. Thank you very much. 



Yaguchi : Thank you very much. Does anyone have any other questions? Please go ahead. 

Niwa : This is Niwa from Citi. I have two questions. The first one: What is your point about the appropriate 
capital level? How do you allocate various types of capital to each business and what is the appropriate 
level of capital for your company? I have thought of this area as the core of communication. 

In relation to this, I would like to know what kind of balance you have in mind between dividends, 
shareholder returns, and investments for growth, and I would appreciate your thoughts in this area. 

Tabata : I will answer the question. 

First of all, regarding the level of capital, as you have pointed out for some time, we currently have a capital 
level of JPY250 billion. However, since this is the minimum level required, we would like to maintain this level 
to a certain extent. 

As you know, as part that will flow out from the capital, we are in the process of acquiring our own shares. As 
of the end of March, we purchased around JPY10 billion of our own shares. Since the planned total repurchase 
amount is JPY20 billion, the remaining JPY10 billion is planned for the current year of FY2023. 

In addition, including an ordinary dividend and a commemorative dividend, we expect an outflow of capital 
worth around JPY20 billion at the end of March 2023. Considering that, we assume that the capital level is 
JPY250 billion and those JPY10 billion and JPY20 billion. 

I would like to answer the question about dividends and investments as well. As you know, we have already 
announced a target dividend payout ratio of 60%, but I think the question is how to use the excess capital. 

As explained earlier by CEO Yamaji, we are trying to expand our businesses rapidly under the slogan "Exchange 
& beyond," and we expect to conduct investments in M&A and other investments for future growth. 

Therefore, we would like to announce such matters when there is the timing for them. If we face difficulty in 
conducting such investments, we will talk about and decide how to use the excess capital at the Board of 
Directors. That is all. 

Niwa : The second question: From a long-term perspective, I wonder if the top line will expand significantly. 
I think there are various seeds of possible businesses, such as the data business, derivatives, etc., but I also 
think that it is difficult for such seeds to become larger as I look at your forecast for the current fiscal year. 

I would like to know if that is the right way to look at it, or if it is something that will overcome that, please 
provide us with some tips. 

Yamaji : Thank you for your question. As for the top line, first of all, as I explained earlier, there are some 
things we have to invest in as infrastructure. In addition to that, we will invest in new areas, new initiatives 
that were not previously considered within the framework of the exchange, from an R&D perspective. It could 
be digitalization, or it could be related to sustainability, anyway we have to invest in such areas. 

Therefore, although we will be very scrutinizing with respect to costs, there is no doubt that they are on the 
rise. Then, the question is how we think about the top line. 

As you mentioned, I think there is still a lot of potential for expansion in the area of derivatives, and I would 
like to conduct various measures, such as the introduction of new products and holiday trading. 

We will introduce new products such as micro products and mini-options around May this year. Or the 
introduction of short-term interest rate futures. We started holiday trading last year and it has been more 



brisk than expected. However, as you mentioned, from an overall perspective, we are still far from being 
enough. 

When you look at exchanges in other countries, for example, when they make big jumps, they usually make 
big M&A deals. In our case, however, due to the rather narrow interpretation of exchange-related businesses, 
it is difficult for us to make M&A deals that would change the level of sales all at once. 

However, we have already made some partial investments and acquisitions related to the trading business, 
for example, and we are always considering other acquisitions related to the exchange. 

The other thing is that if we want to increase sales in our businesses, we need to expand our bases. 

What is meant by expanding the bases is, for example, increasing the quality and quantity of listed products, 
or expanding the number and range of investors participating in the market. By doing so steadily, the effect 
will be bigger when the situation turns favorable and trading increases and the decline will be smaller when 
the situation turns adverse. 

Considering various environments, Japanese stocks are now attracting considerable attention, as you may 
know. This includes interest from both outside and inside of Japan. For one thing, NISA will be fundamentally 
expanded and made permanent from January next year, and I think we are gradually seeing a shift from 
savings to investment, or from savings to asset building, which has been the goal for many years. 

I think there may be a trend of an increase in individual shareholders at the end of March as we will see more 
analysis of shareholder trends some other time. Individual shareholders increased for our company and we 
have some other information about the uptrend in the number of individual shareholders. I think that 
individuals may be becoming more aware of investment. 

On the other hand, from a geopolitical viewpoint, while China has been the focus of much attention in Asia in 
terms of its growth potential and market size, there may be a correction to this trend. 

Perhaps the focus on China will not change, but I wonder if there is a growing awareness that putting too 
many eggs in one basket may be dangerous, considering Russia, Ukraine, or Taiwan. 

In this context, the first alternative market to emerge at this point is Japan. It has a very stable economy, 
market size, liquidity, legal system, regulations, and above all, a very stable political system. Considering these 
matters, it important for us to make our market more attractive. I think we are in a phase where such efforts 
will bear fruit. 

As you mentioned, it is not easy to add and subtract specifics such as "we will do this and that, and we will 
get this revenue," but we would like to increase revenue by continuing such self-help efforts. In addition, we 
would like to keep M&A and the likes always in mind, and we will act if the opportunity arises. 

Yaguchi : Thank you very much. Does anyone have any other questions? Then, Mr. Ban, please go ahead. 

Ban : My name is Ban from Jefferies. Thank you for the presentation. I would like to confirm three points in 
this fiscal year's plan in light of the medium-term management plan. 

The first point is a little out of the scope of the current fiscal year, but you mentioned earlier that you are 
considering various ways to achieve carbon neutrality in the value chain in 2030. 

From an outside perspective, is it possible to set milestones and set targets that allow progress to be 
checked, when setting carbon neutral targets for the entire value chain? Or is it something that cannot be 



easily confirmed from the outside until we get closer to 2030? If you have a way of thinking in this area, 
please explain it to us. 

The second point is about the plan for the current fiscal year as the second year of the medium-term plan. 
As you explained earlier, I am fully aware that your annual plan itself is based on the current volumes, but 
if you aim for a 30% increase in ETFs, for example, how much will the introduction of active ETFs in June 
contribute toward the goals of the medium-term plan? It seems to me that your plan itself does not include 
much of that kind of thing. 

In your medium-term plan and annual plan for this fiscal year, do you have any quantitative expectation of 
how much the new products and services such as ETFs and short-term interest rate derivatives will 
contribute to the growth of the top line or how much they will contribute to the achievement of the 
medium-term management plan? If you have any quantitative expectation, please let us know. 

The third point is about the expense part. I know it is too early, but I am aware that there will be no major 
launch of service in the current fiscal year, but I think there are quite a few replacements planned for 2024. 

In your explanation earlier, you mentioned that personnel expenses will increase in the current fiscal year, 
mainly due to various new initiatives, but if we consider the current fiscal year and, if it is too soon to say, 
the next fiscal year, when there will be a string of replacements or launches of services, is there any 
possibility of a significant change in the level of expenses for the next fiscal year compared to the current 
year? I would appreciate your comments to the extent possible. Thank you. 

Yamaji : I will answer the first and second points, and Senior Executive Officer Tabata will answer the third 
point. 

We have stated that we would like to achieve carbon neutrality in our value chain by 2030 in our long-term 
vision, Target 2030. 

First of all, at this point, we have declared that we, the JPX Group, will achieve carbon neutrality by the end 
of FY2024. We have finally completed the power generation facilities that we had mentioned as an initiative, 
and we are currently conducting test operations. First, we would like to ensure that we, the JPX Group, will 
achieve carbon neutrality by the end of FY2024, and then think about 2030 at the same time. 

As you mentioned, unless we set some milestones, even if we suddenly set the carbon neutrality target for 
the value chain by 2030, it will not be achieved all at once. 

We have set the milestones for our own carbon neutrality, and I believe that we will probably be able to 
achieve carbon neutrality by the end of FY2024. Likewise, we will set milestones for the achievement in the 
value chain as well. At this point, we have not yet finalized such a plan, but we would like to consider it in that 
direction. 

In addition, as for if we could give you some more figures on the various initiatives. As for new products, for 
example, there has been considerable interest in the micro or mini derivatives we are considering, and from 
the outset, online securities firms will participate in the new products. 

Another thing is the fact that we have received requests from individual investors who say that the large and 
mini futures contracts are still too large, and that they would like to see finer and more user-friendly ones. 
Although we expect that there will be a certain volume of transactions from the first year, it is difficult to 
obtain concrete figures. 



We have already received information from various domestic and foreign asset management companies that 
they are interested in active ETFs as well. However, I still think it will take several years for these things to 
take root and demonstrate a certain degree of profitability. 

We were expecting that the volume of holiday transactions, for example, would be 10% to 20% of our 
weekday transactions, but the actual volume is unexpectedly higher than we expected. I would like to think 
about whether there are any measures that could be taken to promote their further growth. 

Products that are being developed from now on require a period of time to develop the base, so it is difficult 
to say whether they will be ready in one or two years. 

Tabata : I will answer the third question about the costs. I think the point of your question is a comparison 
between the projected costs for FY2023 and those for FY2024. As we have not announced the projected costs 
for FY2024, I would like to focus on a few areas to answer your question. 

First, in terms of system-related costs, as you are aware, the release of the new arrowhead, the cash equity 
matching engine, is scheduled for FY2024. 

The new arrowhead will include various functional improvements, the most significant of which is the 
establishment of a closing auction. 

Compared to the current arrowhead, the refined version will inevitably require additional costs for system 
construction, and as I mentioned earlier, the overall costs of system construction, including IT staff costs, will 
increase in FY2024, due to the launch of the new arrowhead. 

However, it is difficult to say how much the overall costs will increase, since the costs of other systems must 
also be estimated. I would like to make one more point that is a bit unique when it comes to the systems. 

That means that the way the systems are used is gradually moving to the cloud, and it is not just our company. 
The impact of moving to the cloud is that depreciation and amortization expenses will decrease, and system 
maintenance and operating expenses will increase. This is the kind of phenomenon that occurs at least in our 
company. 

Therefore, although there is a question of how to achieve an overall balance, such a phenomenon has already 
occurred, and we expect it to continue in FY2024 and beyond. This was about the system-related costs. 

And then, there will be a slight increase in personnel costs in FY2023. As I mentioned earlier, there was the 
decrease in personnel expenses in FY2022 and will be an increase in FY2023, in terms of retirement benefits 
due to the extension of the retirement age. 

We do not assume that there will be such increase in FY2024 and beyond. We assume that there will be a 
normal cycle. We expect personnel expenses almost the same in FY2024 unless we assume that we will 
increase mid-career hiring, continue to raise the pay scale for employees, or increase overall salary levels. 

We are yet to determine such things at present and if we will raise the pay scale or make investments in 
human capital in FY2024, the amount will naturally increase. However, if such assumptions are not made, we 
expect that the cost level will remain almost the same. 

At this point, the above points are the only areas that we can see that will have a significant impact in FY2024. 

Ban : Thank you very much for your detailed explanation. 



Yaguchi : Thank you very much. Does anyone have any other questions? Is that okay? Now that we have 
received all the questions, we will conclude our Q&A session. 

This concludes today's briefing on the FY2023 update of the medium-term management plan 2024 and the 
FY2022 financial results. Thank you very much for your participation today. 

[END] 

 


