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1. Background and Purpose of Study Group

- Tokyo Stock Exchange, Inc. (TSE) has continuously worked to lower investment units from the perspective
of creating an environment in which retail investors can easily invest, including indicating that the
maximum desirable investment unit level of listed companies should be JPY 500,000.

- Although listed companies have made some progress, investment units for Japanese stocks remain high
compared to other countries, and the government and regulatory authorities have suggested that
further actions should be taken*.

- TSE has established this "Study Group on Small-Size Investments" to hold discussions with market players
centering on the promotion of share splits at listed companies with high investment units and issues
surrounding, as well as initiatives that could be taken for, enabling further small-size investment.

Schedule  October 2024 - March 2025 (scheduled) » Expected to be held about once a month

» Expected to be people involved in practical
Listed companies, institutional investors, trading participants, operations at each company
transfer agencies, and experts » Observers: Relevant authorities and
industry associations

Members

» Please refer to later pages for discussion

Other Study group materials will be published after each meeting. it e sEdl

*"Grand Design and Action Plan for a New Form of Capitalism 2024 Revised Version" (June 21, 2024)
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2. Status of Efforts to Lower Investment Units
|| O

- Even in the current trend of rising stock prices, the investment units of over 90% listed companies are
less than JPY 500,000.

- In addition, in October 2022, TSE once again requested listed companies to lower investment units
based on the discussion at the Working Group on Capital Market Regulations of the Financial System
Council.

» Companies are continuing to respond, including over 340 (over 170 with investment units of JPY
500,000 or more) which have passed resolutions for share splits.
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(Ref.) Companies with Investment Units of JPY 1 Million or More
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6861
6273
9983
6146
5344
9435
6920
7309
8035
4684
9843
7741
4107
6806

4365
6367
1878

3498
6758
3697
3733
4716
9766
6016
6701

KEYENCE CORPORATION
SMC CORPORATION
FAST RETAILING CO.,LTD.
DISCO CORPORATION
MARUWA CO.,LTD.
HIKARI TSUSHIN,INC.
Lasertec Corporation
SHIMANO INC.
Tokyo Electron Limited
OBIC Co.,Ltd.
Nitori Holdings Co.,Ltd.
HOYA CORPORATION
ISE CHEMICALS CORPORATION

HIROSE ELECTRIC CO.,LTD.

MATSUMOTO YUSHI-SEIYAKU
CO.,LTD.

DAIKIN INDUSTRIES,LTD.

DAITO TRUST CONSTRUCTION
CO.,LTD.

Kasumigaseki Capital Co.,Ltd.
SONY GROUP CORPORATION
SHIFT Inc.

Software Service,Inc.
ORACLE CORPORATION JAPAN
KONAMI GROUP CORPORATION
Japan Engine Corporation

NEC Corporation
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Prime
Prime
Prime
Prime
Prime
Prime
Prime
Prime
Prime
Prime
Prime
Prime
Standard

Prime
Standard
Prime
Prime

Prime
Prime
Prime
Standard
Standard
Prime
Standard

Prime

6,961,000
6,700,000
4,665,000
4,266,000
3,865,000
3,066,000
2,808,000
2,740,000
2,580,500
2,530,000
2,172,000
2,059,500
1,984,000
1,914,000

1,885,000
1,851,000
1,800,000

1,495,000
1,420,000
1,364,000
1,325,000
1,317,000
1,314,500
1,305,000
1,286,500

27
28
29
30
31
32
33
34
35
36
37

6946 Nippon Avionics Co.,Ltd.

6988 NITTO DENKO CORPORATION
5922 NASU DENKI-TEKKO CO.,LTD.
2791 DAIKOKUTENBUSSAN CO.,LTD.

6201 TOYOTA INDUSTRIES CORPORATION

1766 TOKEN CORPORATION
8424 Fuyo General Lease Co.,Ltd.
7735 SCREEN Holdings Co.,Ltd.
4966 C.Uyemura & Co.,Ltd.
9735 SECOM CO.,LTD.
4011 Headwaters Co.,Ltd
3597 JICHODO Co.,Ltd.

As of August 30, 2024

Standard
Prime
Standard
Prime
Prime
Prime
Prime
Prime
Standard
Prime
Growth
Standard

1,236,000
1,211,500
1,180,000
1,157,000
1,144,000
1,138,000
1,137,500
1,089,500
1,069,000
1,062,000
1,031,000
1,024,000

Issues highlighted in red have resolved to carry out a share split. (OBIC Oct. 1, 2024,1:5;
SONY Oct. 1, 2024, 1:5; Japan Engine Oct. 1, 2024, 1:3; Nippon Avionics Oct. 1, 2024,1:5;

NITTO DENKO Oct. 1, 2024,1:5)

Issues highlighted in blue have already undergone a share split once since the request.
(FAST RETAILING Mar. 1, 2023, 1:3; DISCO Apr. 1, 2023, 1:3; Tokyo Electron Apr. 1, 2023,
1:3; SCREEN Oct. 1, 2023, 1:2; Headwaters July 1, 2023, 1:2)




(Ref.) Investment Units at Major Overseas Exchanges

I I ]/
Investment Unit Investmt?nt Unit
(mean)? (median)? (highest)?
TSE JPY 201,124; JPY 136,0005 JPY 6,961,000
(Prime) JPY 286,1415 JPY 212,000; JPY 6,961,000
(Standard) JPY 145,132; JPY 97,300; JPY 1,984,000
(Growth) JPY 116,025? JPY 84,050_5 JPY 1,031,000
United States JPY 32,077 JPY 17,852 JPY 1,328,172
United Kingdom JPY 153,368 JPY 75,269 JPY 1,994,722
Germany JPY 18,674 JPY 10,372 JPY 86,702
France JPY 20,571 JPY 3,129 JPY 1,347,696
Australia JPY 2,226 JPY 745 JPY 30,237
Singapore JPY 89,100 JPY 37,735 JPY 404,141
Hong Kong JPY 303,355 JPY 201,392 JPY 2,239,542

Compiled by TSE from TSE and Bloomberg data
TTSE: All domestic stocks; United States: S&P 500; United Kingdom: FTSE 250; Germany: DAX; France: CAC All Shares; Hong Kong: Hang Seng Index; Australia: ASX 200; Singapore: ST
For constituents in the above indices, investment units are as of the end of August 2024 (exchange rates used for JPY conversion are spot rates as of the end of August 2024).
Investment units are calculated by multiplying the stock price by the trading unit. Trading units are: TSE and Singapore: 100 shares; Hong Kong: varies depending on security; others: one share
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(Ref.) Distribution of Investment Units
_ 10 1]
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3. Summary of Interviews About Lowering Investment Units
_ 10 1]

* There were comments that with the launch of the new NISA and progress being made in listed companies'
efforts to enhance their corporate value, necessary steps should be taken to make an easier
environment for Japanese people to buy Japanese stocks.

* Domestic and overseas institutional investors also requested the lowering of investment units from the
perspectives of improving efficiency and sophistication of investment management, among other things.

(Institutional Investors)

v" With so much interest in Japanese stocks from overseas, we think it such a waste that Japanese people cannot buy shares in excellent
companies from their own country even if they want to.

v" It may sound harsh, but listed companies that keep their investment unit at a level that is unaffordable for retail investors could be
perceived as disregarding retail investors.

v' Listed company shares with high investment units will affect weightings in funds as a high minimum investment amount means we
cannot make small adjustments.

v" For active management in particular, since trading for rebalancing is carried out on a daily basis, if trading in smaller amounts was
available on the exchange, it would be possible to carry out more detailed executions, leading to more efficient asset management.

v' At present, several billion yen is needed to create an index fund on TOPIX, for example, butif funds could be created from small

R f amounts, there would be benefits for training fund managers, and it would also contribute to the growth of the industry overall.
easons tor

Lowering (Securities Companies)

Investment Units v" From the perspective of increasing the depth of the market through asset building by the working generation and the entry ofnew
investor groups, this is an important topic for the overall securities industry, and it should be taken forward as an exchange initiative
that can be accessed by all types of investors.

v' Although the new NISA has started, the reality is that even for the same, say, semiconductor-related stocks, younger investors are
moving towards foreign stocks which enable investment with smaller amounts, so lowering the investment unit is important to halt
this trend.

v"  Lowering the investment unit in the Japanese market will also help attract overseas retail investors.

v' With regard to lowering the investment unit, surely we first need to encourage listed companies to more proactively respond to the
current requests for share splits made by TSE.

v" For small investments by retail investors, we think the services currently provided by securities companies such as trading of shares less
than one share unit (tangenmiman kabu) and cumulative stock investment plans (ruito) are sufficient.
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3. Summary of Interviews About Lowering Investment Units
_ 10 1]

- There were comments, not only from B-to-C companies that are actively working to increase the number
of retail shareholders because they are potential customers, but also B-to-B companies, that it is
important to lower the bar for purchasing stocks in order to pique investor interest.

- On the other hand, there were comments from mainly B-to-B companies that it is difficult to see the
reasons for increasing the number of retail shareholders given their business model and shareholder
make-up, for example.

(Listed Companies)

v" We believe that an increase in retail shareholders will lead to an increase in fans and customers of our company. At the general
shareholder meeting, we have received opinions that could only be expressed by a retail shareholder.

v" The importance of retail investors is increasing as strategic shareholdings are being wound down. Even if they hold only a small
number of shares, we want to take care of them as fans of our company, so we are focusing on dialogue with them too.

v" As a B-to-B company, we feel that purchasing a company’s stock for the first time is the hardest part. If you can encourage retail
investors to invest even a small amount and get to know the company, you can then create a virtuous cycle such as by getting in touch
via emails to shareholders.

Reasons for v" We think it important to get attention from retail investors to reduce the volatility of the stock price. Even if they don't hold the

Lowering shares long-term, if they buy and sell them at a certain frequency, we think that the stock price will be more stable.

Investment Units v' Taking into consideration that we offer B-to-B business to mainly overseas customers and that the majority of our shareholders are

institutional investors, we think it difficult to allocate our resources to retail investors.

v" While we carried out a share split in the past, its effect was limited as we saw almost no changes in the shareholding ratio by retail
investors although the number of shareholders did increase.

v" Since daily trading value has continued to be high and the number of retail shareholders has kept increasing, we are concerned that our
company’s stock trading could further be overheated by lowering the investment unit.

v While we do want to increase the number of retail investors, the current situation is that we are not sure how to deal with them,

given that there are many things that we do not understand, such as their investment behavior and what kind of information
provision is expected.
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3. Summary of Interviews About Lowering Investment Units

_ 10 1]
We received concerns about the increase in printing and mailing costs for AGM-related materials due to the increase in

the number of shareholders.
In addition to financial concerns, we also received concerns about the abuse of shareholder proposal rights at AGMs and
the burden of day-to-day IR activities, among other things.

Discussion Point

Shareholder-
related expenses
(printing and
mailing expenses)

Management of
AGM

Investor relations
activities

Summary of Comment

(Listed companies)

v

v

The cost of printing and mailing materials related to the AGM and dividends due to the increase in the number of shareholders
would be an obstacle.

At present, we also provide AGM materials upon written request after the record date. Although current rules allow us to digitize
these materials, the decision to do so is left to the discretion of each company, so we think it would be difficult to push this on
companies all at once.

Given that paper documents require us to have more time in our schedule as we cannot make any changes once they are printed, we
would like to move forward with digitization if we can.

You could also say that shareholder-related expenses associated with lowering the investment unit are sales promotion costs to
increase a company’s fan base or costs to increase the liquidity of shares and reduce share price volatility.

(Listed companies)

v

v

v

If the number of retail shareholders increases significantly, we have concerns about whether it will be possible to predict the number
of attendees to the AGM and secure a venue with sufficient capacity.

While the number of retail shareholders has increased due to share splits, our issue is that the ratio of exercised voting rights has not
increased.

Since lowering the investment unit effectively relaxes the requirements for shareholder proposal rights (300 votes), it may be
necessary to take measures against the abusive exercise of rights.

(Listed companies)

v

v

When we carried out a share split in the past, we had a bitter experience where IR resources became strained due to an increase in
inquiries from retail shareholders.

Since we have cases where shareholders want to wield their rights just because they have them, TSE needs to make sure this
initiative comes with shareholder education such as the way to interact with companies.

Responding to inquiries is like a fixed cost, as you have to always be prepared for the maximum volume that could happen at one
time. We have received more inquiries via our website than before, but we understand that this is an unavoidable cost for a listed
company.

The younger investors who will increase as a result of lowering the investment unit are mainly those who collect information
through social media or other similar means, and there are not many who will bother to call, so we do not have much concern
about an increase in the burden of IR.




3. Summary of Interviews About Lowering Investment Units
_ 10 1]

- We also received comments from market participants that consideration needs to be given to the impact
of smaller orders on system capacity.

(Institutional Investors)
v' From a trade execution perspective, there could be an increased burden on trade execution systems and internal
operations as it is expected that sliced orders, such as when executing at the VWAP, will become even smaller.
System Capacity
(Securities Companies)

v' We have concerns about the impact on system capacity, such as an increase in the number of orders/trade executions
and market information, if investment units are lowered.

(Institutional Investors)
Speculative Trading v Since there is a risk that stocks with excessively low prices could cause speculative trading, as with meme stocks in the
United States, we think some kind of measures may be necessary.
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4. Consideration of How to Enable Further Small-Size Investment
|| O

- From the perspective of creating an environment in which retail investors can easily invest, it is important to continue to
encourage listed companies to take proactive action (share splits) to lower their investment units.

- At the same time, in light of the needs of retail investors, mainly younger investors, who want to invest in individual
stocks from smaller amounts, this study group will also work to identify discussion points around initiatives that could
enable further small-size investment from a medium- to long-term perspective.

- Discussions at this study group are intended to help set out practical and legal issues for TSE to consider in its
deliberations going forward, and will not result in any decisions on the implementation of specific measures.

Initiatives to enable further small-size investment (examples)

Proposed . . . .
. . p . Main discussion points and issues
initiative

» Consistency with the Companies Act, which allows each company to freely determine the
voting rights unit, meaning the number of shares constituting one Share Unit
(intervention in the capital policy of listed companies)

» Consideration of the relationship with the current "desired investment unit"

Obliging listed companies with investment

Making share . .
8 units that exceed a certain amount to

splits mandatory

implement a share split » Burden on the practical operations of listed companies, such as the necessity for repeated
share splits when the share price has a period of growth etc.
» Pros and cons of separating secondary market unit from voting rights unit
Enabling trading  Lowering the trading unit specified by TSE > Burden on listed companies’ IR activities due to an increase in the number of
of less than one rules (the Share Unit* remains at 100 shareholders who hold less than one Share Unit
Share Unit shares) > Impact on market participants' systems due to an increase in the number of orders/trade
executions etc.

» Consistency with the Companies Act, which allows each company to freely determine the

voting rights unit, meaning the number of shares constituting one Share Unit

(intervention in the capital policy of listed companies)

Risk of abuse of shareholder proposal rights due to an increase in the number of voting

shareholders

Consistency with past standardization of Share Units to 100 shares

» Impact on market participants' systems due to an increase in the number of orders/trade
executions etc.

Reducing the number of shares constituting
one Share Unit as specified by listed
companies' articles of incorporation >

Reducing the
Share Unit

*Share Unit: The unit of shares corresponding to one voting right, as defined in Article 2, Iltem (20) of the Companies Act
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5. Schedule and Discussion Topics
_ 10 1]

- The schedule and discussion topics of the study group are as follows.
- The following schedule is as of now and is subject to change depending on the discussion at each meeting.

T I O

- How the study group should proceed
First October (schedule, topics)
- Past efforts to lower investment units

» Sharing the purpose of the study group, discussion topics, schedule, etc.
» Status of share splits, comments from market players, etc.

Reasons for and issues with lowering » Reasons for lowering investment units and the practical/legal issues associated
investment units (1) with increasing the number of shareholders and other aspects
» Quantitative and qualitative effects of share splits
» Printing and mailing expenses of listed companies and IR/SR activities
(including practices at AGMS overseas and status of digitization)
» Basis for and mechanisms to further encourage proactive action at listed

Second November

Reasons for and issues with lowering companies in light of the reasons for and issues around lowering investment
Third December . . .

investment units (2) units
F(;igh From Possible initiatives and issues around » l|dentifying initiatives that will enable further small-size investment from a
after January 2025 enabling further small-size investment medium- to long-term perspective and issues around these
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(Ref.) Standardization of Trading Units

* In November 2007, stock exchanges in Japan jointly announced an action plan with the goal of gradually standardizing
trading units, of which there were then eight types, to 100 shares for the purpose of improving the convenience of
market users.

* After that, with the cooperation of listed companies, we achieved the standardization to 100 shares in October 2018,
about 10 years later.

Process of standardizing into 100 shares Action Plan for Standardization of Trading Units (Stock Exchanges in Japan) (November 2007)

As of Nov. 2007 8 Types
» With the ultimate goal of standardizing the trading unit of common stocks of domestic

1000 shares =~ 100 shares 1 share. 500 shares companies to 100 shares, in order to improve convenience more quickly, the immediate
goal is to standardize it into two types, 100 shares and 1,000 shares, as soon as possible

10 shares av;snanes 200 shares | 2000 shares after the dematerialization of share certificates.
> There are only a few markets internationally that have multiple trading units, and the
aim is to improve the convenience of market users by standardizing the eight trading
units.
> . - . .
From Apr. 2014 2 Ty pes In the medium to long term, it is expected that raising funds will become smoother due to

improved and high liquidity, which will be beneficial for listed companies.

100 shares = 1000 share. (With regard to reducing the risk of erroneous order placement, securities companies
and exchanges have already taken certain measures, and this is not the main
purpose of standardizing trading units.)

> The reason for standardizing to 100 shares is that most stocks are at the desirable
investment unit level, and the flexibility to issue class shares is limited (in case of 1000

Trading unit was unified to 100 share. shares, it is not possible to issue class shares with less voting rights).
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6. Today’s Discussion Topics
_ 10 1]

- Based on the efforts made so far to lower investment units and the current level of
investment units, what do you think about the reasons for and necessity of lowering
them?

- Whatissues do you think will arise in promoting a reduction of investment units, for
example, in terms of operations at listed companies?

- Are there any other things we should be taking into account in this study group?
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