Document 4
Future Measures In the "
Growth Market "
Listing Department, JPX
Tokyo Stock Exchange, Inc. A eroue

July 9, 2025

© 2025 Japan Exchange Group, Inc., and/or its affiliates



Responses to the Review of the Growth Market and Future Measures
S I [ 7

€ Our direction to define the Growth Market as "a market where companies aiming for high growth come together" and to
pursue the true characteristics of "growth" has received much support.

€ One specific measure taken toward this direction was reviewing continued listing criteria, and moves are already being
made by listed companies to revise and improve growth strategies in order to comply. This has gained support from
institutional investors, and from startup stakeholders who are hopeful for ecosystem reforms.

€ Although the initial listing criteria remain unchanged, companies preparing for listing are showing positive changes, such as
ambitiously crafting growth strategies with the new continued listing criteria in mind and proactively reconsidering the
timing of their IPOs with a focus on post-listing growth.

€ On the other hand, there are voices from some companies preparing for listing saying that they are struggling to find a lead
underwriter securities company for their IPO. Additionally, there are concerns from listed companies and those preparing for
listing, who have been proceeding based on the current criteria, about the short run-up period for the revised criteria.
Furthermore, listed companies experiencing growth in sales and profits but stagnant market capitalization have expressed
worries about what market conditions will be like when the continued listing criteria start to apply.

= It is necessary to inform companies that TSE welcomes IPOs with a market capitalization of less than JPY 10 billion if
they are aiming for high growth (= page 2) and to ensure that growth opportunities for such companies are secured
while maintaining the effectiveness and speed of the review process (= page 3).

€ Furthermore, as a result of this review, executives proactively aiming for high growth are calling for support from TSE, such
as offering benefits for being listed on the Growth Market and providing materials for reconsidering growth strategies.

= TSE plans to offer benefits to remain in the Growth Market and enhance support for companies aiming for high growth
(= page5).
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Information for Startups Aiming for IPOs and Market Stakeholders
S I [ 7

€ TSE plans to actively inform startups aiming for IPOs and market stakeholders about

its stance on IPOs in the Growth Market (while also communicating that IPOs in the Standard
Market are an option).

TSE's stance on IPOs in the Growth Market

® Since there will be no revision of the initial listing criteria this time, companies can continue to go public
with a market capitalization of less than JPY 10 billion and aim for high growth after listing. TSE will
continue to maintain an environment where startups aiming for such high growth can challenge
themselves, and TSE welcomes such companies.

® Evenif, as aresult, the “JPY 10 billion after 5 years” criterion is not met, companies can transfer to the
Standard Market (and can rebuild their growth strategy after the transfer and relist on the Growth
Market). TSE is designing a system that allows companies to actively take on challenges.

® While TSE understands that underwriter securities companies each have their own underwriting policies,
it plans to communicate with them to ensure it can collaboratively support companies with high
growth potential.

® TSE also intends to provide benefits to remain in the Growth Market and enhance support for

companies aiming for high growth. 7
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Revision of Continued Listing Criteria (Draft)

€ Although as a general rule the application of the revised criteria will begin in 2030, if a company aims for
compliance within a set period extending beyond that, and discloses its plan to investors, listing on the Growth
Market will be allowed as an exception during the planned period (TSE will publish an outline by September 2025).
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G. If a company discloses the additional period required and its plan
by 2030, it will be permitted to remain listed until the deadline

only if they disclose a plan by 2030).
*The improvement period starts from March 31, 2030 (or after five years of
listing for companies listed for less than five years) and lasts for one year, after
which the grace period begins.
*Even during the grace period, if a company has been listed for more than 10
Qears and its market cap. is less than JPY 4 billion, it will be delisted.

(companies listed for less than five years will also be eligible for exceptions, but

~

J




Application for Transfer to Standard Market
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€ As well as making efforts to achieve a market capitalization of JPY 10 billion, some companies are also likely to
consider changing their market segment to the Standard Market. However, there are companies that have not
met the “Profits” requirement (JPY 1 billion annually) for the market segment change criteria.

= It is counterproductive to hold back on growth investment to generate profits.
= Considering the company’s track record as a listed company, the initial requirements for transfer to the
Standard Market will be the same as the continued listing criteria (with no “Profits" requirement).

i . Revised to be the same as the
Ref: Initial Requirements for the Standard Market continued listing criteria

Initial Listing

Continued Listing Criteria

Number of Shareholders 400 or more 400 or more
MamEr of dEs bl 2,000 units or more 2,000 units or more
shares
Market capitalization of JPY 1 billion or more JPY 1 billion or more
the tradable shares
Tradable share ratio 25% or higher 25% or higher

. Total profits over last year _
s JPY 0.1 billion or more

The amount of net assets is a positive | The amount of net assets is a positive

Amount of net assets figure figure

Monthly average trading volume

Trading Volume o : 10 units or more
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Support for Companies Listed on the Growth Market (at Present)
L0 )
€ TSE will continuously exchange opinions with startup executives and collaborate with market stakeholders to advance

the following measures to support companies that are proactively working to comply with the new continued
listing criteria and achieve high growth and to create benefits for being listed on the Growth Market.

o Initiatives to promote “Management That Strives for High Growth" [September 2025]

» Encourage listed companies to analyze and evaluate growth status, update growth strategies,
and disclose information to investors

® Provision of key points and good examples [Fall 2025]

Activities and » Compile and provide key points and good examples of initiatives expected from companies
Provision of listed on the Growth Market to achieve high growth (— Overview on page 6)

Good Examples . I .
(Guidance) ® Awareness activities for companies listed on the Growth Market [Ongoing]

» Conduct seminars and individual explanations for executives/practitioners using key points
and good examples

% For companies preparing for listing, conduct awareness activities on what they should be
mindful of when conducting an IPO and what is expected of them regarding the points above
once listed on the Growth Market

® Visualization of initiatives and creating connections with institutional investors and
analysts [From Summer 2025]

Connections > Compile and publicize a list of companies that are proactively promoting initiatives, with
With details of those initiatives, and provide opportunities for dialogue

Investors, ® Inclusion in indices

Indices > Revision of TOPIX (from October 2026, companies listed on the Growth Market will be
eligible for selection)

> Development of a new index focused on the growth potential of startups
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Ref: Key Points and Examples for Achieving “Management That Strives for High Growth" (at Present)

Expected Initiatives for -
Companies Listed on the Examples of Initiatives

Growth Market

» Make bold growth investments aimed at future high growth without being
constrained by short-term profits or shareholder returns

|
1
|
Promote Growth I > Actively consider overseas expansion from an early stage to compete in markets
Strategies to Achieve |,  with high growth potential
High Growth : » Utilize funds raised from the market and stocks to promote roll-up M&A
|
1

» Promote partnerships and alliances with other companies to break away from
stagnation

|
: » Present a compelling narrative on equity detailing the company’s post-listing I
Actively Disclose : § 1I’|fn:hncmg to dlspgl |n\|/estor (cjoncterns ?boit. d|IutLon a?d galnhthe|.r s;p?orrt] : :
. - I ere are ongoing losses due to upfront investments, such as in biotech ventures
Informa_tlon Lo Rece_lve I or deep tech, clearly and carefully disclose information on the reasons for the !
Appropriate Evaluation | i - '
pPprop | losses, and on future growth potential and risk to earn trust and support from I
from Investors I investors l

| |

| |

| |

> Regularly disclose FAQs to deepen investors’ understanding of the company

» Target investors whom you want as shareholders and make the first move to
approach them yourself

» Conduct overseas public offerings to attract foreign institutional investors with
abundant funds

» Secure crossover investors by focusing on attracting institutional investors before
listing who will invest in the company after listing

= TSE will compile and provide key points and good examples of specific initiatives after gathering feedback

from investors and market stakeholders
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Actively Work to :
Attract Investors Who |1
Will Support Growth | |
Together Over the Mid- | |
to Long-Term I




Ref: Opinions from Executives of Listed Companies 1: Challenges in Achieving Growth
]

[Discrepancies in Awareness with Investors, Challenges in Fundraising and Growth Investment]

® The market is primarily driven by individual investors, but they tend to sell off to secure profits when prices rise. On the
other hand, institutional investors typically do not invest unless market capitalization exceeds JPY 20 billion to JPY 30
billion, meaning that even if a company’s market capitalization exceeds JPY 10 billion, it is difficult to maintain that. Even
if business performance improves, stock prices do not necessarily follow suit. As a result, companies find it challenging to traverse
the "market capitalization valley," which becomes a hindrance to sustainable growth.

® The Growth Market has low liquidity, with limited participation from overseas investors and professional institutional
investors. The main buyers are domestic individual investors, whose preferences lean towards "short-term price
increases" or "yield-focused benefits like shareholder perks." As a result, it is difficult to gain recognition for mid- to
long-term growth investments, incentivizing companies to prioritize short-term shareholder returns.

® While companies want to raise funds for growth, investors have strong concerns about dilution, leading to stock price
declines, which hampers their efforts. Similarly, while companies should actively pursue growth investments even if they incur
short-term losses for future gains, gaining investor understanding for such losses is difficult, resulting in stock price drops.

® Recently, among executives, purchasing Bitcoin and shareholder perks have become popular topics as means to boost stock
prices. However, they understand that continuing to do such things is futile and that they should really focus on growth
investments instead. Yet, the aversion of individual investors to profit declines and impairment losses makes it hard to
take bold initiatives.

® M&A is gaining attention as a method for growth, but there is lack of experience, leaving companies uncertain about how to
leverage it and what aspects to consider.

[Challenges in Approaching Investors and Disseminating Information]

® Smaller companies often find themselves without analyst coverage, feeling the need to proactively disseminate information
to investors and analysts themselves. However, they struggle to grasp the nuances of how to do this well since investor
types change after going public.

® We have not been able to establish contact with institutional investors, and we are unsure whether we should quietly focus
on improving performance or actively engage in investor relations (IR) and are constantly pondering the most effective
approach.

® Since the type of investors interested varies by company size, it is essential for companies to always be aware of their
position and tailor their approach accordingly. However, observing other companies, there seems to be a tendency to
disclose information passively without fully understanding or analyzing investors. As a result, gaps between companies
and investors remain unbridged, leading to ongoing concerns.
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Ref: Opinions from Executives of Listed Companies 2: Expected Support
T ]

[Provision of Case Study Information and Seminars]

I agree with this revision of the criteria, but I would also like to see key points to consider in order to gain investors'
understanding when considering and disclosing growth strategies, as well as examples of successful cases where
companies have actively raised funds and made growth investments while gaining investors' understanding and achieved
growth.

I would like seminars to be held for executives and others on “Management That Strives for High Growth,” which is
expected in the Growth Market, similar to "Action to Implement Management That is Conscious of Cost of Capital and Stock
Price."

I am eager to work with other listed companies to invigorate the Growth Market together, and if sharing my
company's trial-and-error experiences and know-how regarding IR and other matters can be beneficial to other
companies, I would be happy to cooperate.

[Benefits for Being Listed on the Growth Market]

It would be good to have some kind of special benefits that act as incentives for being listed on the Growth Market.

To make the Growth Market a place where startups can take on bold challenges, it might be worth considering a system
that allows concentrated authority for executives through preferred shares, as long as there is still growth, but that
encourages dissolution of that concentration if growth stagnates.

If there was an index composed of companies achieving high growth, listed companies could more easily attract
investments from institutional investors and be motivated to aim for high growth. For investors, it would also become
easier to invest in attractive companies.

It would be appreciated if support could be actively provided to create connections between institutional investors and
companies listed on the Growth Market.

[Approaching and Attracting Investors]
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Efforts should be made to engage with investors so that activities like fundraising and growth investments are not
uniformly viewed negatively.

While we have seen that TSE is already working on creating connections with investors, meeting them and getting them to
invest are different challenges. Therefore, in addition to building connections, it would be beneficial to offer some incentives
or advantages for institutional investors to encourage their investment.
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