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Minutes of the 19th Council of Experts Concerning the Follow-Up of Market Restructuring 

 

Date: Tuesday, December 10, 2024 12:00 - 1:25 p.m.  

Place: Tokyo Stock Exchange 15F Conference Room  

Attendees: See member list 

 

Watanabe, Director, Listing Department, TSE: 

I would like to open the 19th Council of Experts Concerning the Follow-Up of Market Restructuring. 

Mr. Nagami and Mr. Matsumoto are participating online today. 

Now, let's proceed with today's agenda. First, let us explain today's agenda. 

 

Ikeda, Senior Manager, Listing Department, TSE: 

Thank you for joining us today. 

The first item on today's agenda is the Growth Market. A little time has passed since our last discussion. During 
that time, we have updated our facts by interviewing managers and market participants who are aware of the 
problems with the current ecosystem. We would like to have a discussion on what approach we should take 
in the future, taking into account the content of this report. We will discuss specifics again at the February 
meeting. Today, we hope to receive frank and varied opinions from you. 

The second item on the agenda is the future efforts of the TSE and its follow-up. We have once again organized 
the overall picture and would appreciate your comments on any points you may have noticed. We hope to 
use this information as a reference for our agenda for next year's conference and beyond. 

 

Watanabe, Director, Listing Department, TSE: 

I would now like to start my explanation based on the materials. 

First, let me explain our future measures in the Growth Market. 

 

Isogai, Manager, Listing Department, TSE: 

First, please see page two. It has been a while since our last discussion, so let's take a quick look back. 

The major direction, as stated as the first point, is that it is important to think based on an "ideal" figure, not 
stuck in reality. Specifically, we received opinions that we should aim for a market where bold challenges are 
taken on. 

In this context, we have received a variety of opinions on how to do this. TSE is once again conducting 
interviews with relevant parties, and some issues have come to light as a result of these interviews. In this 



 
 

2 
 

meeting, taking a look at its contents, we would like to have a frank discussion on how we should take an 
approach for establishing the "ideal" Growth Market. 

Page four is a summary of the interview. Not overly constrained by the current ecosystem, we interviewed 
managers who, for example, are trying to grow their company by going unlisted, who are using M&A as an 
exit strategy, who are planning to grow by using M&A after going public, and VCs and institutional investors 
who support these companies. 

Page five is the specific contents. The first point is the mindset of business owners aiming to go public. Some 
frankly stated that their mindset is to start a business in an area with little marketability and make a small 
profit, while others pointed out that since all of their predecessors have gone through an IPO, their goal is just 
to go public. 

Some have also pointed out that there is no point in conducting an IPO if there is no strategy for significant 
growth, and that exits through M&A should be considered, and that the problem is that there are no senior 
managers or others around who can teach such a strategy. 

Page six is about mindset of business owners after going public. Some stated that they had done an IPO in 
such a state, but suffered from a lack of growth in the market. On the other hand, some stated that their sole 
purpose is to stay in charge of their company, and they have no intention to grow or to sell it. 

Against this backdrop, as mentioned in the fourth point from the top, we have also heard some voices that 
some owners are approaching other listed companies in the same industry about an M&A, but their offers 
are turned down because of the other party's strong desire to be an "owner of a listed company" and thus 
M&A does not proceed. 

As you can see below, as for understanding of listing, we have also received suggestions that there is a lack of 
recognition of the difficult environment in which their company is placed, and that owners should recognize 
the lack of investment needs on the part of institutional investors due to its small size. 

Page seven summarizes the environment surrounding business owners. First, with regard to the ecosystem 
participants, it was noted that there seems to be a tendency among the market participants around them to 
seek IPOs as early as possible, and that IPOs seem to have become an objective. 

The next point is the fundraising environment. We have heard that recently, thanks in part to the Startup 
Development Five-Year Plan, solid startups are attracting funding. 

On the other hand, as mentioned in the third point, some have pointed out that it is important to have 
companies seriously consider how they will use the funds in the future, since providing companies that are 
not trying to grow with funds will only spoil them. 

In addition, as noted at the bottom of the page, we have recently received a particularly large number of 
comments that in the listed market, while large companies in the Prime Market are working to increase their 
corporate value, institutional funds are no longer flowing into the Growth Market, and it has become 
considerably more difficult to get out of a situation where institutional investors do not come in. 

Page eight is about governance. 

It was pointed out that the board, including the independent outside directors, should ideally discuss whether 
the company should go public. Also, we received a comment that, even after listing, the company should 
consider taking firm action when the stock price slumps, and should seriously consider whether or not to 
accept an M&A offer; however, such things are not being done because VCs left, institutional investors do not 
come in, and the independent outside directors are not effective.  
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Starting on page nine, we described how we should work on this issue in light of these factors. First of all, as 
a general comment, we have received opinions that consolidations are needed anyway, as you have 
mentioned in your comments at previous follow-up meetings. 

Some respondents also suggested that management's mindset should be to grow firmly after going public, 
and to use M&A to achieve this, and that it should be encouraged in cooperation with related parties to make 
it a matter of course to consider selling the company through M&A as one of the options. 

See page 10. Against this backdrop, it was suggested that raising the initial listing standards, as described in 
the first through fourth items, might increase management's perspective to grow and improve their business 
by competing in a larger market. On the other hand, as in the fifth and subsequent points, there are opinions 
that what is important is growth after listing, and there are companies that have actually listed on the market 
with a small market capitalization and have grown significantly, and there is no need to raise the standards. 
Furthermore, there are cautious opinions that raising the initial listing criteria will create managers who will 
continue to pursue IPOs for a long time, which may have a negative impact on the entire ecosystem. 

Page 11 discusses the continued listing criteria. 

Some commented that raising the market capitalization standard would promote mergers and acquisitions by 
semi-forcing managers who have not been able to grow but want to remain "owners of a listed company" to 
take a weight off their shoulders. As mentioned in the third point, it has also been heard that such owners will 
be encouraged to start their next business, which will have a positive spillover effect on the entire ecosystem. 

As mentioned in the fourth point, there was also a suggestion that as the overall level of listed companies is 
rising, the continued listing criteria may be raised accordingly. On the other hand, there was also an opinion 
that each company should have the autonomy to make its own management decisions on whether to go 
public or go private, and that an approach to encourage such decisions to be made appropriately could be 
considered. 

From the perspective of governance, some suggested that the criteria for the ratio of tradable shares be 
utilized in cases where management has a large equity stake, as it is difficult for outside shareholders to check 
the actions of management. 

See page 12. Some have commented that there is an actual move toward mergers and acquisitions as the 
continued listing criteria are about to be raised due to the termination of the transitional measures. We have 
also received a comment from an owner who has actually decided to merge with another company after 
careful consideration. 

We have also seen comments from companies that have no concerns about violating the continued listing 
criteria that they would like us to provide them with contacts with institutional investors. 

Facts related to these comments are summarized on page 13 and beyond. 

Page 14 provides a comparison of performance with the Prime and Standard markets, and page 15 shows the 
updated status of IPOs. 

Page 16 shows the post-listing growth of companies that have been listed on the Mothers and Growth 
Markets. The companies are classified into five groups according to market capitalization at the time of listing, 
and changes over time are shown in the line graphs with the value at the time of listing as 100. 

As a fact, you can see that groups that were large at the time of listing have not been able to grow particularly 
well. For example, Group 5, which was the largest, originally had a median market capitalization of JPY41.5 
billion at the time of listing. These companies have had a certain market capitalization in absolute terms since 
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then, and a slight increase in the current market capitalization standard would not affect them. Therefore, we 
think one key point is how to approach including these companies. 

Page 17 is a list of companies that have grown larger since going public. There are a certain number of 
companies whose market capitalization was less than JPY10 billion at the time of listing, and we believe that 
this is a key point when considering the initial listing criteria. 

Page 18 is a change of subject and is about governance. 

The bar graph on the left shows that, at least formally, the appointment of independent outside directors is 
progressing in the Growth Market as well. 

In addition, the bar graph on the right side shows the reality that many companies already have independent 
directors who are executives from other companies. However, there was also talk about the lack of people 
around who can give advice to managers, so there may be a need for a perspective on how to improve the 
effectiveness of such directors. 

Page 19 is about the tradable share ratio, which also relates to governance. Many companies in the Growth 
Market have a lower ratio of tradable shares than in other market segments. In such a situation, we think it 
could be a key point how external shareholders could keep a check on the company. 

Page 20 discusses the business areas of listed companies. In the Growth Market, the business areas of listed 
companies are concentrated, and the reality is that many companies engaged in similar businesses coexist. 

Page 21 shows M&A trend in the Growth Market. In this environment, the fact is that only about 10% of all 
companies are engaged in M&A, and only about 10 companies per year are subject to M&A. 

Regarding this situation, as shown on page 22, the Center for Applied Capital Markets Research at the 
University of Tokyo has suggested that we should encourage the active use of M&A. 

On page 23, we present data showing the quantitative effects of M&A. 

Pages 24 to 26 discuss listing criteria. Growth Market criteria are listed alongside the NASDAQ Capital Market 
criteria. The listing standards were originally designed from the perspective of ensuring minimum standards 
for listing. As you can see, there is not much difference from NASDAQ in terms of size and other standards for 
both initial listing criteria and continued listing criteria. 

Based on these details, we have listed the items we would like you to discuss on page 27 and beyond. 

On page 28, we hope to reaffirm the goal of the Growth Market. The major goal is to produce startups that 
will drive the future Japanese economy, and to achieve this goal, it will be necessary to create a market that 
attracts companies that boldly take up challenges after their IPO. 

Therefore, as a major policy for considering future measures, we have decided to focus on how we can 
produce large growth companies from among IPOs and listed companies, rather than on the number of IPOs 
and listed companies. 

And page 29 is about our approach to it. As the results of the interviews indicate, first and foremost, it is 
necessary to make business owners keenly aware that they should pursue growth after the IPO and that they 
must take measures for growth, including mergers and acquisitions, if growth comes to a standstill. We believe 
it is important to collaborate with various stakeholders to create such a mindset and foster a culture, which 
should be addressed by the ecosystem as a whole. 



 
 

5 
 

In this context, from the standpoint of an exchange, what can we do to create a mechanism? First of all, we 
should encourage business owners to boldly take up the challenge by sending out easy-to-understand 
messages and providing incentives, and by introducing them into the corporate code of conduct and other 
rules. 

However, if the size of the company is too small, it is difficult to incorporate the institutional investors’ 
viewpoint into the management of the company. So we think the idea would be to set a numerical standard 
and require a minimum market capitalization so that institutional investors could invest in the company. 

We think one point of contention here is whether the level should be required at the time of the IPO or after 
a certain period of time. 

In terms of governance, for example, senior management could be encouraged to voice their opinions as 
independent outside directors. We also think that a mechanism to gradually reduce management's 
shareholding ratio would be one way to provide companies an incentive to improve share prices, which would 
encourage them to become more public. 

In addition to this, we believe that we could continue to work to improve their understanding regarding the 
preparation for listing and the perspective of institutional investors, as we are currently doing. On pages 30 
to 31, we present our most recent initiatives for your reference. 

Of course, if there are other possible approaches, we would love to hear from you. 

 

Watanabe, Director, Listing Department, TSE: 

We would now like to receive your comments and questions. 

 

Kumagai, member: 

Thank you very much for your very detailed summary of the interviews with start-up managers and related 
parties and the status of the Growth Market. 

I generally agree with the ideal Growth Market and the approach that should be taken. I expect the Growth 
Market to drive innovation and produce companies that will achieve unparalleled growth for the sustainable 
development of the Japanese economy in the future. In order to achieve this, it is necessary to create an 
environment that can encourage companies to take on challenges for growth and even merge with other 
companies by utilizing the funds obtained after the initial public offering. At the same time, we must also 
consider increasing the metabolism of the market in terms of efficient allocation of resources. 

First of all, I believe it is important that such recognition be shared among practitioners from securities firms, 
audit firms, VC firms, and government agencies at IPO practice collaboration meetings. As the document 
indicates, although they have different interests, it seems vital to share and discuss the situation and issues. 
For example, I believe that there are differences in thinking about small IPOs among the parties involved, so 
why not actively discuss such an agenda item? 

In terms of reaching out to business owners, we must encourage a change in mindset by informing owners 
who are seeking an IPO or who have already gone public of the responsibilities that come with a listing and 
the expectations after the listing. I think we should explore all methods of sending out messages, incentivizing, 
introducing into the corporate code of conduct, changing listing criteria, etc. In addition, I feel that 
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"management that is conscious of cost of capital and stock price" has begun to spread, largely due to the 
strong and widespread dissemination of appealing and catchy messages through the press. While determining 
the concept and approach is a priority, there is also a need to be strategic and strongly aware of how effective 
communication should be to sway market participants. 

In considering numerical criteria, it is essential to take into account the feasibility of company size and liquidity 
to be able to raise funds after the IPO, in addition to being able to incorporate institutional investors' 
perspectives into management. While incorporating the speed of growth expected of Growth Market-listed 
companies, we must also keep in mind the need to promote metabolism. 

I also believe that the timing of any changes to the criteria should also be mindful of the overall startup 
ecosystem. The impact of the sequential expiration of transitional measures related to continued listing 
criteria beginning next year is beginning to emerge, and we look forward to TSE's continued encouragement 
of companies. 

In the "management that is conscious of cost of capital and stock price" initiative, I feel that both companies' 
internal groundwork and the stimulus from external shareholders have facilitated the reforms. In order to 
support appropriate risk-taking by top managers even in the Growth Market, standards and mechanisms must 
be created to ensure that governance by internal corporate forces and external shareholders functions to 
create an environment that enhances corporate value. 

 

Nagami, member: 

Thank you for compiling the material. I thought the section on the results of the stakeholder interview was 
particularly well written, with reality of the situation based on honest opinions. 

I do not think that making too many issues will lead to effective changes, so I think it would be good to focus 
on reviewing the continued listing criteria as soon as possible. 

Specifically, I think it would be most effective to focus on establishing new criteria for the first five years after 
listing, for example, setting the market capitalization criteria for the first five years after listing at JPY5 billion 
and raising the criteria for the first 10 years after listing to JPY10 billion. 

Disclosure and governance are also important for a listed company, but rather than asking them to do so 
excessively, I think it would be most effective to have growth companies focus on autonomously increasing 
their performance and market capitalization by raising the continued listing criteria. 

 

Koike, member: 

I think this document gives us a good grasp of the current situation, thank you. There are two things I am 
considering as an institutional investor in terms of how we can produce companies that will grow significantly. 

First, in follow-up meetings, I have said various things, such as the importance of dialogue between companies 
and investors, the inability of institutional investors to respond when they receive applications for dialogue 
all at once, and that dialogue does not necessarily mean that they will buy shares. We are sorry if we only 
make such statements, so we have proposed to the TSE that we can hold a dialogue or a study session to let 
people know what the small-cap fund managers and engagement staff of Nomura Asset Management think 
about their investments and who institutional investors are, and we are considering and preparing for it. 
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Second, recently, it has become possible to include unlisted stocks in publicly offered investment trusts, called 
crossover investment. We will continue to hold shares even after a company goes public, so we believe we 
can be of assistance in raising awareness by engaging the company from the unlisted stage; therefore, we are 
focusing on this. 

As for the continued listing criteria, I too think it would be better to raise them. I dare not mention specific 
figures. Consolidation and M&A are means to an end, so unless we draw a grand design for what those means 
are to be used for, in other words, a grand design for the Growth Market, consolidation and M&A may become 
an end in themselves, and 1+1 may end up being 1.5. I think we need to have a conversation with each 
company with a firm grand design of how we are going to change the ecosystem. 

Not all positions in the ecosystem are present at this follow-up meeting. So why not create a place where 
institutional investors, auditing firms, VCs, and business owners who have achieved growth since going public 
can come together? It is necessary to redefine what the Growth Market is in the first place, and to share what 
is necessary and what is lacking with all the stakeholders in the ecosystem to improve it. Otherwise, I don't 
think local treatment will solve the current problem. 

For example, we need to create something like a Growth Market Reform Committee and have it discuss and 
design an action plan. I myself was in investment banking until a few years ago, and I think the style of IPOs 
has transformed over the past decade. I feel that in order to reform and improve something that has been 
altered over a long period of time, it is necessary to draw a firm grand design and take the time to correct it. 

 

Sampei, member: 

It states the ideal Growth Market, but the starting point for starting a business is the idea of responding to 
the needs of society and providing solutions to social issues. At that time, even if you have come up with a 
good business model, you may not be able to grow your company because you lack the personal funds to 
make it a reality. If you go public after building some foundation, you can raise a large amount of funds from 
the capital market and realize your dreams and potential. I believe that is what a listing is supposed to be. 
This is not limited to the Growth Market, but I believe that is what initial listings are all about. 

It is then necessary to clarify that the Growth Market is a market where entrepreneurs with new business 
models and ideas are willing to take on challenges, and that it is a market to encourage such entrepreneurs. 
On the other hand, I believe that currently, unlike those principles, it is being used by entrepreneurs and VCs 
for self-serving exits and fund recovery, as was mentioned in today's Nikkei newspaper. From the perspective 
of the company's growth, we need them to think calmly and logically about whether to continue to go private, 
go for an IPO, or sell the company to another company in the same industry. 

Regarding the approach, I believe that there will be room for review on two major points: the way listing 
examinations are conducted and the continued listing criteria. 

First, regarding the listing screening process, when we investors meet with IPO companies, we always ask 
them what they want to do with the funds they raise. If this is not clear, the funds raised may be used for 
strange things. The most important questions to ask when listing a company are why the company needs to 
be listed and whether the business model requires the company to raise a large amount of capital by going 
public. In fact, in IPO companies, some companies may not need to raise funds from the market for their 
business model. However, the challenge is that such companies have also been listed. Rather than numerical 
criteria for listing, I believe we should take a hard look at the reasons for listing. I have read the TSE guidelines 
for listing on the Growth Market, and it seems that there is no examination from the perspective of whether 
there is a reason to raise funds from the market. It seems to me that we need to take a hard look at this from 
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the perspective of whether they have a business model that needs to procure funds in the market, or rather, 
whether they are conducting more of a secondary offering and not the way the market should be used. 

Regarding the continued listing criteria, as described in the last two lines of the "Governance" section on page 
29, we could consider an approach to reduce management's shareholding ratio after listing, or to increase the 
ratio of tradable shares. This has an intention to gradually encourage the company to fulfill its responsibilities 
to a wide range of stakeholders and to manage its business in a balanced manner. Also, considering that the 
Growth Market, as I mentioned earlier, is a market that encourages entrepreneurs, it may be rather good to 
allow business owners who want to test their ideas to collect a significant number of shares at the beginning 
of the listing to be able to control their business as they wish. By allowing that status for a while and having 
the shareholding ratio reduced in stages after a certain point, we could provide an incentive for growth. 

For example, at the time of the IPO, the standard for the ratio of tradable shares could be set at 25% or more, 
as is currently the case, while increasing it to 35% or more in the third year and 50% or more in the seventh 
year.  

According to page 19, three years after listing, 67% of all companies have a tradable share ratio of 35% or 
more, so there is no significant impact at this point. In the performance chart on page 16, we can also read 
that companies are divided into those with the ability to grow and those without from the third year. I think 
this third year is an important point for them to take on challenges. Also, 39% of all companies have at least 
50% of their tradable shares as of the seventh year; the hurdle is further higher.  

To increase the ratio of tradable shares, one must either sell one's own shares or issue new ones, both of 
which are difficult to do unless the stock price is high. So I think it would be an incentive in the sense that it 
would have them prepare for a situation where the stock price rises. If 10 years pass after the listing without 
anything done, the criteria of market capitalization of JPY4 billion or more and this ratio of 50% or more will 
be required at the same time, and it will be very difficult to satisfy both criteria, so this will be a strong 
incentive to raise the share price.  

For business owners who want to keep the ratio at around 35%, they probably should move to another market 
segment, but they would have to undergo another examination to do so, so there are still certain hurdles to 
overcome, and it is a prerequisite that the stock price be raised. Raising the market capitalization standard 
itself would be something like penalty because there are areas that companies have no control over. However, 
the tradable share ratio itself can be determined by companies themselves, and in determining it, the higher 
the share price, the better. So I think this would work not as a penalty but as an incentive to raise the stock 
price and change management for this purpose. Moreover, they know in advance that the standards will be 
raised, so they would try to work toward that goal. 

The level of more than 50% is not found in any other market segment. Page 20 contains the fact that many 
companies in the same industries are listed. This may mean that a business owner chose a growing market to 
start a business, but other owners think the same way, so there is a lot of competition, and companies in the 
same industry are stagnating. We are seeing a situation where some companies have become strangely 
diversified because they are in a different state than initially planned for growth. Essentially, I believe that it 
is important that a lot of consolidations happen. At that time, it is easier to say no if the business owner owns 
more than 50% of the shares.  

Currently, acquisitions without consent are gaining momentum due to efforts by the Ministry of Economy, 
Trade and Industry (METI) and others. I believe that the ratio of tradable shares of more than 50% would 
increase the likelihood of consolidations through acquisitions without consent. At the same time, even if 
management owns just under 50% and the ratio of tradable shares is only slightly above 50%, if management 
agrees that it has to let go, the buyer will be able to acquire a bulk of shares, making M&A easier to occur. 
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Uchida, member: 

In general, I am convinced that what is written in the document is satisfactory on all points, and I have no 
objection to discussing the details based on this. 

I think it is very important that small companies with high growth potential have an avenue for speedy growth 
through the capital markets. So I think there is room to review the continued listing criteria (rather than the 
initial listing criteria). 

Also, although this is a bit extreme and may not be feasible in the near term, I believe that the listing period 
on the Growth Market could be a fixed term. In other words, I think it would be a good idea that a company 
can start out with a small size and think about the growth as it runs, but then it will be incentivized to move 
to the Prime or Standard Market when it achieves growth, or otherwise it should exit the market, including 
through consolidation. 

In that case, I think it is a little too late to apply the continued listing criteria (market capitalization criteria) 
after 10 years. I am also concerned about whether it is really appropriate to set a uniform, fixed level for all 
companies, such as JPY4 billion, for example. It would be good to use some rate of growth as guidance, while 
encouraging them to switch to another market and further strengthen governance in the process. 

Under the current continued listing criteria, only the number of companies will increase, without any progress 
in metabolism. I believe that the mechanism to promote metabolism can be stronger than in the Prime and 
Standard Markets. In terms of governance, it is of course important for the exchanges to push for 
improvement. However, in the process from startup to IPO, it will be a burden to create a stronger governance 
structure than we have now. Therefore, if we place importance on the speed of growth, I believe that such 
encouragement and awareness are sufficient at this point, and we do not need to seek uniform reinforcement. 

 

Okina, member: 

On page 28, you indicate a policy of not focusing on the number of IPO companies in the Growth Market, but 
rather on growing companies that will grow significantly in the future, and I agree with this direction. 

I think we should do a review of the continued listing criteria, but this is in a sense a one-size-fits-all approach. 
On the other hand, for companies whose market capitalization is growing dozens of times in 5 or 10 years, 
such as those you listed on page 17, the continued listing criteria alone are not sufficient to promote more 
growth. Rather, it would be better to have such growing companies show the market their pre-commitment 
regarding how much growth is expected in addition to the continued listing criteria. Such an approach is better 
in order to have companies compete for growth in such a situation, since there are a variety of business 
models.  

I think this also has the advantage of making it more visible to market participants which challenging 
companies are trying to grow more quickly and boldly. The pre-commitment approach, which incorporates a 
strong incentive in addition to a uniform approach such as the continued listing criteria, should be designed 
to generate various benefits, such as incorporation into the index if the commitment is realized. I think it 
would be a good idea to do this in combination with the approach of first having management discuss how to 
grow the company with the board of directors, and then have them disclose this information voluntarily and 
competitively. In this way, I suggest that you combine uniform and incentivizing approaches. 
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Kanda, member: 

I agree with most of what you all have said, but I think the Growth Market issue is a conundrum. I think the 
reality is that even after going public, companies stay in the market without growing and, to use an expression 
I have been using for some time, the IPO has become an LPO (Last Public Offering). There are exceptions, of 
course. I think the reason for this reality is that, to put it badly, listing is an exit, and it has become a money 
game. I think that, although I believe it is out of line, once they have gone public, that is the end, and they do 
not think about what happens after that. Again, there are exceptions. I think it would be an overstatement to 
say that there are no business models such as the one mentioned by Mr. Sampei, but I believe that such 
business models are extremely scarce. 

I think the direction of the future measures on the material is good. Raising the initial listing criteria is of 
course contrary to our previous policy, and I believe that lower criteria for new listings is a good thing. 
However, as Mr. Sampei mentioned, I think we need to be creative in the listing examination process. I think 
it is important to prevent money games and create a good mechanism for companies with a business model 
to go public.  

On the other hand, I am in favor of raising the continued listing criteria in stages. I believe the idea of reaching 
out to management on page 29, which relates to what Ms. Okina mentioned, could be done. Regarding IPO = 
LPO which I said, I would like to see companies conduct financing in order to grow. I think it is a good idea to 
request them to manage the company with growth in mind so that they can pre-commit to next financing, 
using the word of Ms. Okina.  

Just as you asked listed companies last year to manage their businesses with an awareness of their cost of 
capital and stock price, of course there should be mergers and acquisitions, but ending up with LPO, especially 
in the Growth Market, is not an appropriate way to use the market. Therefore, I believe it would be a possible 
measure to ask them to create and implement a growth story, including a new financing plan, although the 
business model would be the main focus. 

The following is related to what Mr. Koike said: some of the people from the seminar I was a part of in college 
have experienced IPOs, and when I talk with them, they want you to hear their opinions as well. The voices of 
those who have gone public were actually picked up this time, but I think you should hear more and such 
voices should be reflected in the future. 

 

Kuronuma, member: 

I listened to what the other members said, agreeing with their statements. I don't have much to add, but I 
would like to mention a few points that I thought were particularly good. 

First of all, as Mr. Kanda mentioned just before, not raising funds after listing is the biggest problem of the 
Growth Market and does not fit the concept of the Growth Market. However, since it is difficult to bind this 
point by rule, I think it is a very excellent idea to require disclosure about growth, including financing. 

In the example of the approach described on page 29, I think it is very important to gradually raise the 
continued listing criteria to a level that would make it a potential investment target for institutional investors. 
In the material, I think the main focus is not only to encourage growth, but also to become an investment 
target for institutional investors. I think it is a good idea to divide the period into about two phases, shorter 
than 10 years. Currently, the initial listing criteria are set by market capitalization of tradable shares, so I think 
one idea is to set the continued listing criteria also by market capitalization of tradable shares. 
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Regarding governance, I think it is important not to require companies listed on the Growth Market to have 
the same level of governance as the Prime Market, but to have them develop a governance structure to 
provide incentives, as mentioned in the document. A good idea for this measure, for example, would be to 
reduce management's shareholding ratio after listing.  

Earlier, some mentioned the idea of requiring an increase in the ratio of tradable shares in the continued 
listing criteria, and I think that mechanism would be effective in providing an incentive for consideration of 
post-listing growth initiatives and M&A offers. 

 

Matsumoto, member: 

I think the issues have already been generally discussed. While reform has progressed in the Prime Market, I 
feel that the Growth Market has been left behind. I believe that the reason for the progress of reform in the 
Prime Market was not only the stricter delisting criteria and requests from the TSE, but also the pressure from 
ISS and institutional investors due to stricter voting criteria.  

On the other hand, in the Growth Market, there are no institutional investors coming in and no pressure is 
expected from them. So, I think the TSE's request and guidelines must be clear and strong, even more so than 
the Prime Market initiatives. I agree with your opinion that the listing criteria should be raised in stages, but I 
think it would be easiest to understand if the criteria are set by market capitalization. This is because 
institutional investors will not come in unless the market capitalization is large, and without institutional 
investors, there is no pressure or feedback from the market, and the ecosystem will not work well. 

Other criteria could be the idea of market capitalization of tradable shares or management's shareholding 
ratio. However, the Prime Market is rather more problematic in this regard, and in the case of parent-
subsidiary listed companies, there are actually situations where the controlling shareholder has majority 
ownership. In this context, I think it is necessary not only to ask the Growth Market to raise the ratio of 
tradable shares and lower the controlling shareholder's equity, but also to proceed with other markets as well. 

I believe that one of the issues that was pointed out in the interview results was the comfort of being a 
"manager of a publicly traded company" and therefore maintaining a public listing. It might be better if the 
TSE dares to create a situation where business owners in the Growth Market are encouraged to merge or 
consolidate by the rules introduced by the TSE, and from this perspective, it would be good to raise the 
continued listing criteria in stages. I believe that consolidation will be necessary as a way to achieve the 
continued listing criteria.  

So I think it is effective to some extent to disseminate information that will promote more M&A, as mentioned 
in the proposal by the University of Tokyo's Research Center for Applied Capital Markets, which is on page 22. 

Mr. Uchida's proposal to limit the listing period of the Growth Market to a finite period is interesting, while 
being a highly influential measure. Looking back before the market reclassification, Mothers was originally 
positioned as a market for companies to move up to the First Section and Second Section. However, the 
Growth Market in the new market segment has been redefined as a market where start-ups will continue to 
grow. Whether that change in positioning was a good thing, or whether the Growth Market should also be 
changed to a step-up market, could be a matter for future discussion. 
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Koike, member: 

Raising the continued listing criteria has become a point of contention, but I still think it would be a good idea 
to consider reviewing the listing examination criteria as well. This is not about numerical criteria, but about 
qualitative screening. 

For example, I am an institutional investor, so while I have liquidity, I still cannot invest until profit growth 
becomes a reality. Therefore, it is important how committed management is to profitable growth. 

In addition, since disclosure and dialogue are prerequisites for investment, I believe that having such a system 
in place from the listing stage is at least a starting point. I think it is nonsense to prepare for IR after 3 years 
of listing because you want institutional investors to invest in your company. 

Therefore, to avoid such a fault line between before and after listing, I think it is important to include in the 
qualitative listing examination criteria the minimum requirements for listed companies to be able to 
communicate with institutional investors, and to have them such awareness from the stage of listing. 

Also, as Mr. Kanda mentioned, regarding financing, I think it is necessary to finance not only after listing, but 
also at the time of listing. Some of our investment managers have asked me whether it is a good idea to invest 
in a company that does IPO but does not conduct financing, and only conducts secondary offerings. The 
bottom line is what the IPO is for. Institutional investors are quite distrustful of companies that do not conduct 
financing at the time of listing, but simply conduct a secondary offering. 

During the listing review, I also believe that if a company does not raise funds for growth in the first place, you 
should not approve the listing. Without a change in the TSE's stance on approvals, I think the fundamental 
problem will probably not be solved. 

 

Sampei, member: 

On pages 24 and 25 of the document, you have attached a comparison of listing criteria with the NASDAQ 
Capital Market. You explained earlier that there is not much difference from the TSE standards, but I believe 
there is a big difference. On NASDAQ, the hurdle for the continued listing criteria is slightly lower than the 
initial listing criteria, roughly 80% or 60%. 

In short, companies seeking to list on NASDAQ are usually aiming for rapid growth, and they aim to grow on 
their own without the exchange pulling them up. It just means that the minimum level of downside is only 
determined because it is too risky to leave a company in a terrible situation and falling into the abyss after 
many years. 

In this sense, the TSE Growth Market and NASDAQ are creating rules amidst the vastly different attitudes of 
business owners who want to go public. What we are discussing now, very sadly, is that there are no 
companies that are willing to go for rapid growth despite the name of Growth Market, so the premise is totally 
different. 

Mr. Koike also mentioned the expression "commitment to profitable growth" in the discussion of the 
commitment of managers who go public. I think there is a concern that if it is taken as accounting profit growth, 
there will be a misunderstanding. 

In the US market, the companies that the Aggressive Growth Fund invests in are companies that are not 
profitable at that time and may not be profitable after five years. However, the business model is very 
interesting, and the company has enough determination to go after a certain target market. In contrast, 
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investors also invest even if there is no accounting profit at that time, because they believe that the company 
will eventually take that market and suddenly start making money when it reaches critical mass. 

I think that what Mr. Koike mentioned about profit growth is talking about an image that is not only about 
such accounting profits. When the TSE writes something, you need to communicate well that it is not 
necessary for accounting profits to be firmly accumulated from the beginning so that there is no 
misunderstanding in this area, or else it may become harder to take on the challenge of taking risks. 

Another thing, as Mr. Matsumoto mentioned earlier, if, at some point, people around a company can see that 
the company is unlikely to be able to maintain its listing with the current management, the current 
management team will become aware, if not willing, to do something about it, and it will become an easier 
target for M&A. Even if they are not willing to say for sale, if they are "compelled" to do so, you can approach 
that company knowing that they will be less likely to oppose you when you set up the M&A transaction. 
Creating a situation where it is clear that a company is at such a stage may be a way to contribute to the 
market mechanism. 

 

Nagami, member: 

I recognize that we have had policy discussions about the Growth Market in the past. What is needed now is 
not further discussion but to encourage change and lead to action. 

As for my expectations and requests to the TSE, I would appreciate it if you could proceed to take action to 
bring about change as soon as possible rather than continuing the discussion for another few months or a 
year. 

 

Kumagai, member: 

I think that there are two types of discussions that have been raised: one is a mandatory one, such as the 
continued listing criteria, etc., and the other is to proceed on a softly requested basis. We hope that you can 
organize these two as a material for the next discussion. 

Mr. Sampei and Mr. Matsumoto also commented on the issue of what the Merkmal is in terms of continued 
listing criteria. I rather agree with Mr. Matsumoto's opinion, and I believe that market capitalization is the 
basis rather than the ratio of tradable shares, etc. I would appreciate it if you could also organize such a 
Merkmal. In addition, for example, for market capitalization, there could be a criterion of year or a base 
amount, but for each of these, there would be a reasoning. Please organize possible proposals while indicating 
these points. 

In addition, there were also other discussions regarding listing examinations, such as confirming the need to 
raise funds or that the IPO has become an LPO. I think it would be better to have a springboard for discussion 
on this area as well, and then next time we can discuss going into specific figures based on that. 

 

Watanabe, Director, Listing Department, TSE: 

Thank you very much. 

We would like to explain the future follow-up meetings. 
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Ikeda, Senior Manager, Listing Department, TSE: 

In Document 2, we have summarized the future follow-up on a single sheet. This single sheet of paper is not 
just a document for today, but we plan to use it in future discussions with various market participants, 
including institutional investors, when we talk about the big picture. 

First, with regard to "management that is conscious of cost of capital and stock price" in the upper left-hand 
corner, we disclosed gap case studies in November as an approach to companies that have already disclosed. 
Since then, we have had many opportunities to introduce the program to companies at seminars, and we 
have also received a lot of feedback from domestic and foreign investors. From the beginning of the year, we 
will also reflect it on our disclosure list of companies that wish to be contacted by institutional investors. We 
hope to be able to verify the effectiveness of these measures at the next follow-up meeting. 

In addition, approximately 10% companies in the Prime Market and 50% in the Standard Market have not yet 
disclosed the information. In approaching these companies, we will ask them to first face the market and 
secure IR functions. We would be happy to continue discussing how to approach them. 

Moving on down, I would like to talk about the issue of parent-subsidiary listings. As a constant theme, the 
issue of protection of minority shareholders of subsidiaries also continues. As we promote "management that 
is conscious of the cost of capital and stock price," we believe that our approach to the parent company is 
becoming an important aspect, especially in terms of how we ask them to think about their business portfolio. 
We hope to publish investors' perspectives and points of view at the beginning of the year to help such parent 
companies in their deliberations. We hope to report back on this as well. 

As a result of such consideration, as shown below, we probably should continue to discuss the theme of going 
private. Based on the direction discussed in the previous meeting, we are currently working with market 
participants to finalize the practical aspects. We hope to have a concrete plan presented to you at our next 
meeting, and then we will be able to flesh it out. 

Moving to the right, we have received a variety of comments on the Growth Market today. We hope to discuss 
more specifics at the next meeting. 

What we hope you will look at a little more carefully in the future is the transitional measures below. The 
transitional measures will end next March and the improvement period will begin. After one year has passed, 
some companies will actually be delisted from September 2026 after a six-month period of designation as 
Securities Under Supervision or Securities to Be Delisted starting after March 2026. 

We will be stepping up communication with the companies concerned from the beginning of the new year, 
and we hope that the conference will also be able to assess the situation. 

I am sure that additional agenda items will come up in the future, but for now, these are the items that we 
can foresee for the future. We would appreciate it if you could let us know in advance if you have any 
comments on any part of each policy, so that we can consider the content of future meetings. 

 

Watanabe, Director, Listing Department, TSE: 

If you have any comments or questions, we would like to hear from you. 
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Matsumoto, member: 

As we discuss and address various issues at these follow-up meetings, I recognize that the capital markets as 
a whole are getting better. The blind spot, or rather, the one that seems to have been left out of the whole 
process, is about the parent-subsidiary listing. For example, the Prime Market requires a minimum of 35% of 
tradable shares, but a subsidiary whose parent company owns 65% of the shares can still be listed. This is as 
per the rules, but I wonder if it is really the right thing. The rules themselves are not something that can be 
easily changed due to past history, but we should discuss and indicate the desirable form of the rules in terms 
of limiting the percentage of shares held by controlling shareholders, the definition of tradable shares, etc. It 
is not easy to change the rules until the world becomes more aware and starts to change to some extent, and 
that takes time, so we need to think about this as soon as possible. 

 

Sampei, member: 

I believe that you have held various seminars and other events for companies on promoting management and 
dialogue with an awareness of cost of capital and stock prices. So far, the listed companies have responded 
positively, but at this interview for the Growth Market, there were some complaints for investors. Therefore, 
I think it would be good if you could also summarize the opinions of listed companies toward the investor side 
and create a cycle where companies and investors can indirectly communicate each other. I believe that such 
efforts will lead to investors realizing that what they thought they were saying was not being conveyed and 
explaining it more carefully. 

In addition, with regard to parent-subsidiary listings, we have seen cases where investors assume that when 
there is an issue at a subsidiary, it is normal to only have dialogue with the subsidiary that has the issue. In 
this case, however, it may be faster to tell the parent company. The Corporate Governance Code requires 
listed companies with controlling shareholders to develop a governance system to protect the interests of 
minority shareholders, and this has tended to focus attention on subsidiaries. However, I think it would be 
better to include the parent company in the approach, and I think it is necessary to send out a message 
encouraging them to do so. 

It is also necessary to send the message that the parent company has its own responsibilities as a parent 
company, and that it is natural for some investors to request dialogue with the parent company when there 
are problems at the subsidiary. If you are a parent company, you need to develop group internal controls, if 
you are a controlling shareholder, you must consider conflicts of interest with minority shareholders, and if 
you are a major shareholder, you should fulfill your responsibilities as a major shareholder. You need to send 
a message to both investors and the parent company. 

Regarding the end of transitional measures, this morning's Nikkei newspaper reported that a company has 
extended its plan to comply with the continued listing criteria from the end of March 2025 to the end of March 
2026. Isn't this a problem? 

 

Monden, Senior Manager, Listing Department, TSE: 

Regarding the schedule for the end of transitional measures, companies with fiscal years ending in March will 
normally enter a one-year improvement period if they have not met the standard as of the end of March 2025, 
with a final period of improvement to be made by the end of March 2026. In the case you mentioned, there 
is no problem because the planning period was extended within that improvement period. In any case, if the 
standard is not met as of the end of March 2026, the company will be delisted. 
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Sampei, member: 

Thank you very much. 

With regard to transitional measures, as shown on page 12 of Document 1, more and more companies are 
seeing delisting as a reality and are discussing it at board meetings. The document includes information about 
what options were considered and how they were considered. I think many companies do not want to 
publicize such discussions outside the company. However, if you can gather voices, it would be helpful for 
companies facing such a situation to summarize what other companies are considering and what should be 
discussed by the board of directors. 

 

Watanabe, Director, Listing Department, TSE: 

Thank you very much. 

Finally, we will inform you about the next meeting. 

 

Ikeda, Senior Manager, Listing Department, TSE: 

At our next meeting, in addition to continuing today's discussion on the Growth Market, we would like to 
invite you to discuss the information we have just presented. We will discuss further details with you. 

 

Watanabe, Director, Listing Department, TSE: 

With that, we will conclude today's meeting. 

Thank you very much again today. We look forward to working with you again next time. 

 

[END] 


