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Future Measures in the Growth Market (Overview)

€ In order for the Growth Market to be utilized by startups aiming for high growth and attractive

to investors, TSE will promote a set of measures that encourage companies to continuously

aim for high growth both before and after listing.

I. Promote IPOs Aimed at High

Growth after Listing

® Promote industry-wide
(exchanges, securities
companies, etc.) efforts to
generate IPOs that lead to
high growth after listing.

* Share awareness with persons in

charge of underwriting securities
companies regarding what
companies (and their management)
aiming for an IPO should know, and
compile and disseminate such
information.

+ Collaborate with venture capitalists,

stakeholders.

auditing firms, and other market
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IPO

II . Request ‘Management that

Strives for High Growth’

® Encourage listed

companies to analyze their
growth from the time of
listing to the present and
update their growth targets,
measures, etc.

Listed companies are to reflect the
updated information in their “Matters
Relating to Business Plans and
Growth Potential” disclosure
documents and disclose it to
investors.

Enhance the appeal of the Growth
Market and support initiatives
(Provide good case studies, educational
activities (seminars), create opportunities
to meet with institutional investors, et

Il. Revise Continued Listing

Criteria

® Encourage listed companies to

quickly grow to a size that would
make them eligible for investment
from institutional investors and
promote mergers and acquisitions
and the further founding of new
startups to revitalize the Japanese
economy.

After Listing

/

Change the continued listing criteria for
market cap. to JPY 10 billion or more
after 5 years from initial listing

(The current criteria is market cap. of 4 billion
yen or more after 10 years from initial listing)

Apply the revised criteria starting in
2030 for companies that have been
listed for 5 years as of that time.

Note: Listed companies affected by this
revision will be eligible for a

\z

segment transfer to the Standar
Market. /




1. Promotion of IPOs Aimed at High Growth After Listing

(Status of discussions with lead underwriter securities companies)

UUUUU
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Opinion Exchange with Underwriter IPO Personnel (IPO Liaison Meeting)
I W

® On April 8, an opinion exchange was held with persons in charge of IPOs at six underwriter
securities companies, to discuss matters such as current issues around IPOs and possible
future initiatives from the perspective of achieving IPOs that lead to high growth after listing

Matters to Give Your Opinions On
NI 7

€ We would like to hear a wide range of opinions on matters such as those listed below, from
the perspective of achieving IPOs that lead to high growth after listing.

® Your understanding of and issues related to IPOs at present

® Attitudes and approaches that could be taken by those involved in IPOs (at exchanges or
securities companies, etc.)

Examples

» Points you want companies/management aiming at IPOs to be aware of, and how to
communicate those points effectively

» Details of stock exchange listing examinations, securities company guidance on going
public and underwriting examinations, etc. (matters such as dealing with reviews of
continued listing criteria)

» Initiatives to encourage more active institutional investor involvement
» Creating a good environment for IPO preparation

» Other opinions on rules and practices related to IPOs etc.
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Excerpts from IPO Liaison Meeting materials
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Details of Opinion Exchange (1)

e A push from shareholders is necessary for company growth, but when individual investors are a majority, it is
difficult for that push to reach management, so it is important to attract institutional investors by revising
| the continued listing criteria, etc. Such revisions can encourage management to work on their own initiatives
General to maintain the criteria after listing.

® However, some companies have seen huge growth having first listed with a market capitalization of only a
few billion yen, so we must not prevent such companies from flourishing.

® \We are not against small cap listings per se, but fund raising is difficult and support hard to get, and after
listing, most of these companies are not happy with their situation. Most around the several billion-yen mark
are left without liquidity and suffer negative consequences.

Points to ® The revised continued listing criteria of JPY 10 billion is the bare minimum. Depending on market conditions,
Note for there are times when stocks are traded at half or less the usual price, so we need to inform companies that they
will not be accepted into the market without a buffer, and that this criterion is the minimum level needed
) including in the case of market downturns. They need to aim for at least that figure, otherwise they will not
Preparing be able to raise funds, their stocks will not be traded, and management will face a hard time.
for Listing ® To get sufficient institutional investor involvement and secure liquidity, a market capitalization of JPY 30

billion is needed. It is important to have companies understand that there are standards for receiving high-
guality financial services above the continued listing criteria minimum requirements, such as equity
funding from institutional investors.

Companies |

® As we are responsible for listing companies on stock exchanges, we also need to consider how best to conduct
examinations. Rather than just focusing on current performance, do we need to look more at future

Examinations growth?

by Exchanges/

Lead ' ® In the Growth Market, it is important to look at growth rather than rely on budget. At present, there is

examination of whether “Matters Relating to Business Plans and Growth Potential” is disclosed, but in future

Undervyr_lter would it be good to look at the actual growth situation?
Securities

® Putting aside how binding it may be, could we consider asking companies to hold information meetings with
institutional investors before listing in order to offer to the wider market IPOs attractive to institutional
investors?

Companies, etc.

___________________________________________________________________________________________________________________________
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Details of Opinion Exchange (2)
I W

® It seems that many companies with high growth in the Growth Market move to the Prime Market. In the future,
even companies listed in the Growth Market may be included in TOPIX, so it is fine for companies wanting to
stay in the Growth Market to do so, and we should communicate that fact more.

of JPY 10 or 20 billion and also that institutional investors cannot spend the time researching such stocks.
From that perspective, should we focus on the role of analysts? Would it be good to promote dialogue by
having analysts cover more small cap stocks with growth potential and communicate such information

Other ® e find it is difficult for securities companies to adequately support companies with market capitalization |
more to institutional investors?
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2. Request for “Management That Strives for High Growth”

(Draft Notification for Listed Companies)
T ————
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Background
I W

€ Listed companies in the Growth Market are expected to enhance their company’s growth
strategies on an ongoing basis to aim for high levels of growth.

€ Based on the opinions of investors about companies listed on the Growth Market, this
document indicates the matters we would like companies to actively work on to
achieve "Management That Strives for High Growth," which is expected of Growth Market
companies, when reviewing and disclosing “Matters Relating to Business Plans and
Growth Potential.”
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Opinions from Investors About Companies Listed on the Growth Market
I I

Analyzing and Evaluating Growth, and Updating Growth Strategy

® Although some companies have not achieved the growth they envisioned at IPO or other stages in the past, their analysis of the
causes and consideration of countermeasures is insufficient

= If they have not achieved growth, they should analyze their current situation, which includes considering whether or not
their current business model is effective, and restructure growth strategies

® Many startups are competing with each other for a portion of a small market, but that may limit their individual growth
= Rather than just aiming for their own company’s growth, they should also consider inorganic growth strategies, such as
partnering with other companies, and mergers and acquisitions
® Some companies are targeting really unrealistic markets for their business, and it feels like that is just raising false hope

= Companies should examine whether their target setting and assumptions for becoming profitable have reasonable
grounds based on their competitive advantage

Fm———mmmmm - — -

Disclosing Information to Investors

® For companies to be rated highly, they need to provide specifics on actual expected growth, not just well-presented qualitative and
abstract explanations

= Growth targets and initiatives to achieve those targets should be formulated and disclosed as quantitatively and
specifically as possible, using KPIs, etc.

= There are different stages of growth, for example upfront investment, so companies should set the indicators used for KPIs
according to their own situation and investor needs

= If companies use their own indicators, it is especially necessary to explain why those indicators are important to improve
investor confidence
® |t is dishonest for companies to leave KPIs as they were and not issue updates on their progress, and that will not earn investors’
trust

= Progress to published KPIs should be disclosed on an ongoing basis. In addition, the reasons for any changes to KPIs
should also be disclosed

Communicating With Investors

® |nvestors who invest in startups rate the animal spirits and leadership of top management, and so governance systems that are just
a formality and disclosure information that is superficial will not necessarily lead to higher ratings.

= In order to improve investor confidence about achieving high growth, top management should strive to involve themselves in
communication with investors and the market
© 2025 Japan Exchange Group, Inc., and/or its affiliates
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Request for “Action to Achieve Management That Strives for High Growth”
I I

€ When reviewing and disclosing “Matters Relating to Business Plans and Growth Potential,”
please take the following actions.

® Use quantitative indicators to analyze and evaluate growth after listing

v"Indicators for analysis and evaluation should be set based on the individual company’s situation and
Analyzing and investor needs, and can include market capitalization, share price, sales, income, PSR, and PER, as
Evaluati ng well as other more detailed indicators (like customer numbers and spending per head)

Growth ® Analyze and evaluate factors that contribute or do not contribute to growth

v' Examine, for example, how big of a market and competitive advantage your company can get, and
analyze and evaluate whether your planned business model is functioning as expected

® Examine and update growth targets and measures based on the above analysis and

Updating :
evaluation
Growth o _
Strategy v" Examine and update medium- to long-term growth goals, quantitative KPlIs and target figures for

measuring progress, and measures for achieving these goals.

® Disclose specific information regarding analysis and evaluation of the company’s
current status, and updated growth targets and measures

Disclosing

Information to
Investors v" When disclosing "Matters Relating to Business Plans and Growth Potential,” disclose details of the

above analysis and evaluation, and updated growth targets and measures, along with quantitative KPIs.

Analysis and evaluation of growth and updates to growth strategy should be carried out
and disclosed to investors on an ongoing basis (at least once a year)
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Enhancing the Appeal of the Growth Market and Supporting Actions
I W

€ TSE will continue its efforts to ensure that the Growth Market receives high praise from investors and
becomes an attractive market for listed companies.

€ Inorderto support companies that are actively working to achieve high growth and respond to investor
expectations, TSE plans to collaborate and cooperate with market players to implement the measures below.

® Provide examples of good initiatives

» Examples of companies that have been mindful of investment from institutional

investors since their IPO

Providi : : . I
C(;:g 'St'lr}gy » Examples of companies that have achieved active growth by utilizing the stock

Information market after listing

» Examples of companies that have implemented measures such as M&A while

experiencing prolonged stagnation after listing
etc.

® Awareness activities for companies listed on the Growth Market

» Seminars aimed at management and practitioners (including explanations to
individual companies)
Communicating °
With
Companies » Publish lists of companies taking action

Create opportunities to meet with institutional investors and analysts, etc.

» Publish companies’ introduction videos, and provide opportunities for dialogue
such as through meetings with small numbers of investors
etc.
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3. Revision of Continued Listing Criteria
T ——
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II. Revision of Continued Listing Criteria (Draft)
S I [ 7

€ Among TSE's market segments (Prime, Standard, and Growth), the Growth Market is for
startups that are boldly taking on challenges with the aim of achieving high growth.

€ In order to create as many startups as possible that will drive the future growth of the
Japanese economy, it is necessary for Growth Market listed companies to quickly grow to a
size (JPY 10 billion) that would make them eligible for investment by institutional
investors.

€ In addition, many have expressed that they strongly feel mergers and acquisitions of
stagnant companies and further founding from entrepreneurs should be promoted to
revitalize the Japanese economy.

Proposed Revision

O Change the continued listing criteria for market capitalization to JPY 10 billion or more 5 years
after initial listing

(current criteria: market capitalization of JPY 4 billion or more 10 years after initial listing)

O To ensure sufficient preparation time, the new criteriawill apply from 2030 for companies that have
been listed for 5 years as of that time.

Note: Listed companies affected by this revision (market capitalization of JPY 4 billion or more but less than
JPY 10 billion) will be eligible for a segment transfer to the Standard Market.
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Actions at Time of Initial Listing
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14
15

16
17
18

Note:
Note:

SHIFT Inc.

MonotaRO Co.,Ltd.

Z20Z0,Inc.

JAPAN ELEVATOR SERVICE HOLDINGS CO.,LTD.
TORIDOLL Holdings Corporation

GMO Payment Gateway,Inc.

SAKURA internet Inc.

Kasumigaseki Capital Co.,Ltd.

SMS CO.,LTD.

BayCurrent,Inc.

RAKUS Co.,Ltd.

CHANGE Holdings,Inc.

GNI Group Ltd.
NEXTAGE Co.,Ltd.

U-NEXT HOLDINGS Co.,Ltd.

KeePer Technical Laboratory Co.,Ltd.
Nihon M&A Center Holdings Inc.

DeNA Co.,Ltd.

Information &
Communication

Retail Trade
Retail Trade
Services

Retail Trade

Information &
Communication
Information &
Communication

Real Estate
Services

Services

Information &
Communication
Information &
Communication

Services
Retail Trade

Information &
Communication

Services

Services

Services

2014

2006
2007
2017
2006

2005

2005

2018
2008
2016

2015

2016

2007
2013

2014

2015
2006

2005

Prime

Prime
Prime
Prime

Prime

Prime

Prime

Prime
Prime

Prime

Prime

Prime

Growth
Prime
Prime
Prime

Prime

Prime

Some of the
companies
had a market
capitalization
of less than
JPY 10.0
billion when
they first
went public

Companies listed on the Mothers/Growth Market between 2005 and 2024 (excluding delisted companies)
The company’s growth rate since listing was calculated by dividing the company’s most recent market capitalization (based on the average closing price from Jan. to Mar.2025)
by the company’s market capitalization at the time of the company’s listing (based on the public offering price).
© 2025 Japan Exchange Group, Inc., and/or its affiliates

In future, lead underwriter securities companies and TSE will assess whether companies have the potential to
meet the new continued listing criteria (market capitalization of JPY 10 bil. or more five years after listing)

*Some companies with market capitalization of less than JPY 10 bil. at the time of listing have grown substantially, so we
will not raise the initial listing criteria

Companies That Have Grown Their Market Capitalization to over 10 Times Its Initial Value
and over JPY 100 Billion After Listing on the Growth Market (Mothers)

Updated December 2024 meeting materials

Market Capitalization

JPY 3.6 bil. JPY348.2 bil. 97.2x
JPY 16.1 bil. JPY 1,325.5bil. 82.3x
JPY 20.0 bil. JPY 1,432.0bil. 71.8x

JPY 5.3 bil. JPY 254.4bil. 48.3x

JPY 7.7 bil. JPY 339.5bil. 44.4x
JPY 15.2 bil. JPY 604.5bil. 39.8x

JPY 5.5 bil. JPY 180.4bil. 32.5x

JPY 4.4 bil. JPY 139.4bil. 32.0x

JPY 3.7 bil. JPY 118.5bil. 31.9x
JPY 32.5 bil. JPY 983.8bil. 30.3x
JPY 12.2 bil. JPY 350.3bil. 28.8x

JPY 3.8 bil. JPY 101.1 bil. 26.7x

JPY 6.4 bil. JPY 151.1bil. 23.7x

JPY 5.3 bil. JPY 121.1bil. 22.7x
JPY 15.8 bil. JPY 316.6bil. 20.0x

JPY 6. bil. JPY 119.0bil. 17.8x
JPY 16.2 bil. JPY 211.1bil. 13.0x
JPY 32.6 bil. JPY 396.7bil. 12.2x




Application for Transfer to Standard Market
I W

® Approximately 200 companies (with market capitalization of JPY 4 billion or more, and less than JPY 10 billion) will be affected
by this revision of the continued listing criteria

® In line with efforts to achieve a market capitalization of over 10 billion yen, some companies are expected to consider changing
their market segment to the Standard Market. However, approximately 60 of these companies have not met the profit
requirement (1 billion yen annually) for the market segment change criteria.

= As is it counterproductive to hold back on growth investment to generate profits, if market capitalization is JPY 4 billion or more,
applications for transfer to the Standard Market will be accepted even if the profit requirement is not met

Distribution of Market Capitalization for Growth Market Listed Companies

Market cap JPY 4 bil. JPY 10 bil.  JPY 25 bil.
less than JPY 4 bil. - 10 bil. - 25 bil. or more

Overall //, : 32% 21% 11% Median:
(n=615) 224 COmpanics (198 companies) (127 companies) |66 companies) SIS @SR 1P

v Approx. 140 companies meet Standard Market segment transfer requirements
v' Approx. 60 companies do not meet requirements (income less than JPY
0.1 billion) (companies investing upfront, etc.)

Notes: 1. For Growth Market listed companies as of end of Mar. 2025
2. Market capitalization is based on closing price averages for Jan. to Mar. 2025

Ref: Main Criteria for Standard Market

Initial Listing/ . o o
Segment Transfer Criteria st

Market capitalization of tradable shares JPY 1 billion or more JPY 1 billion or more
Number of tradable shares 25% or higher of the listed stocks 25% or higher of the listed stocks
Profits Total profits over last year - (none)

JPY 0.1 billion or more
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(Ref.) Relevant Comments from Institutional Investors (Minimum Investment Size)
I/

€ TSE conducted interviews with institutional investors who invest in small and medium-sized
growth stocks.

® According to the investment criteria, it is not possible to buy more than 10% of all shares, so it is difficult to
invest in small companies. It seems that the hurdle is around JPY 5 to 10 billion in market cap. Even if it
were JPY 3 billion, it would not be impossible to invest in cases where there is strong growth potential, but the
market impact of buying and selling would be so large that it is difficult to do.

® As part of our investment policy for small- and mid-cap stock funds, we publicly state that our general
investment target is listed companies with a market capitalization of at least JPY 10 billion. We have also
invested in companies with a market capitalization of around JPY 2 billion, but this is an exceptional case where
we could reasonably expect future growth.

® In the case of a hedge fund, it may be possible to invest even if the market capitalization is less than 5 billion
yen, but as an institutional investor with a policy of making medium- to long-term investments based on
evaluating future growth potential, it is desirable to have a market capitalization of at least JPY 10
billion, and if it falls below JPY 5 billion, it is not possible to invest.

Minimum ' ® Our company has set a minimum investment target of JPY 10 billion. Any less than that and it will be
Investment | difficult to invest, no matter how hard you try to convey the company’s message with enthusiasm.
Size ' ® For our small- and mid-cap listed stock funds, JPY 30 to 50 billion is the norm, and even if we make
| concessions, JPY 20 billion is the minimum. If it's a company that's going to grow a lot, it might be

possible to invest even JPY 10 billion, but we've almost never seen that. In the first place, stocks with high
growth potential don't come to be listed with JPY 10 billion.

® [ have been looking at small and mid-cap stocks for a long time, and the minimum market capitalization for
investment is around JPY 8 to 10 billion. The current standard of JPY 4 billion is too low, so if you want to be
aware of the perspective of institutional investors, you need to have around JPY 10 billion.

® Regarding the current criteria of “more than 4 billion yen after 10 years of listing,” given the nature of the
growth market, with many companies operating businesses that change quickly, a 10-year span is indeed too
long, and even if the JPY 4 billion level is achieved, it is still too small to consider investing in. I
understand that this is a harsh opinion given the current climate, but couldn't the period be five years or so,
and the standard be JPY 10 billion or more, which is generally considered to be the level at which small
and medium-sized stocks come up for discussion as investment targets for institutional investors?

Note: Includes opinions from previously published materials.
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Ref: Targets of Investment for Domestic Small and Mid Cap Stock Funds
I I

® Most companies included in domestic small and mid cap stock funds have market capitalization of
JPY 10 billion or more

Percentage of Companies Included in Domestic Small and Mid Cap
Stock Funds (by Market Capitalization) J

Based on no. of companies (764 in total) Based on amount (JPY 368 bil. in total)

Companies with Companies with market cap of less than JPY 10 bil.
market cap of less 3% (JPY 9.7 bil.)
than JPY 10 bil.

PY 10 bil. — 25 bil.
JPY 100 bil. (119 companies)¥ 8% (JPY 29.8 bil.)
Of MOre JPY 100 bil.
or more
JPY 25 bil.

()
o3% - 100 bil.
(JPY 195.6 bil.) 36%

JPY 10
- 25 bil.
18%

139 companies)

34%

(258 companies)

JPY 25 bil.
- 100 bil.

32%

(248 companies)

(JPY 132.9 bil.)

84% of companies have market 97% of companies have market
cap of JPY 10 bil. or more cap of JPY 10 bil. or more

Study of companies included in domestic small and mid cap stock funds (top 10 in MINKABU net asset rankings) based on most recent management reports (market capitalization as of Mar. 13)
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Ref: Time Needed to Exceed Market Capitalization of JPY 10 Billion

® 93% of companies whose market capitalization grew to JPY 10 billion or more after listing
achieved it within five years of listing

Status of Market Capitalization | Time to Exceed JPY 10 Billion J

At time of listing

JPY 10 bil. 5 or more years 93% achieved
or more at 31% it within 5
time of 248 years of
listing companies After listing listing

Have (64 companies) Within one

47% exceeded ¢ listi

Less 69% JPY 10 bil. WEELT ©1F TEIAE,
than JPY 547 after listing (6%

10 bil. omnanies (284 companies)

Have not 32%
220, exceeded JPY 10 173
bil. after listing _ Companies whose market cap was less than
____________________ companies JPY 10 bil. at time of listing and more than
Companies listed on Mothers Companies with market cap of less JPY 10 bil. after listing
and Growth Markets than JPY 10 bil. at time of listing (n=374)

(n=795) (n=547)

Notes: 1. For companies that listed on the Mothers/Growth Markets between 2005 and 2024 (excluding delisted companies)] market capitalization at time of listing is based on offering price
2. Time to exceed market capitalization of JPY 10 billion is calculated from the end of the month after listing until market capitalization exceeds JPY 10 billion for the first time
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Ref: Survey by Growth Capital, Inc. of Listed Company Executives
I W

® Growth Capital, Inc. (a company supporting listed startups) carried out a survey (in March 2024) of
executives of companies listed on the Growth Market regarding raising initial listing criteria and
continued listing criteria

Raising Continued Listing Criteria J Ref: Raising Initial Listing Criteria J
Disagree D!sagree Disagree
somewhat

Agree Agree

| Disagree 8%
Neither somewhat

agree nor

disagree

Neither
agree nor

disagree Agree
Approx. 80% somewhat

(n=83) agree (n=83)

Created by TSE based on results of survey by Growth Capital, Inc. (https://www.gckk.co.jp/press/29/) (Japanese only)

Agree
somewhat
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