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International Symposium
“CAPITAL MARKETS AND CORPORATE FINANCE IN JAPAN”

Japan’s financial system has becn undergoing dramatic changes for several years. The
so-called “Japanese Big Bang” can be scen as a milestone a process which is far from
finished. Even the direction of change, for example towards a market-based system of
otherwise, remains unclear. Questions as to whether and to what extent Japan is moving
towards a market-based system, and how Japanese and foreign corporations in Japan
should deal with these changes, must therefore be discussed.

The symposium is aimed to identify the current status of these changes regarding the
legal and institutional framework, as well as the implications on corporate finance. It
will provide a place of exchange between international scholars and practitioners trom
the financial industry.

Programme

09:30-09:50 Reception

09:50-10:00 Greetings: Irmela Hijiya-Kirschnereit, DIJ

OSAKI Sadakazu (Nomura Rescarch Institute):
Change of the Japanese Financial System towards a Market-Bascd
System

Comment: Peter FUCHS (Shinsei Bank)

10:00-10:45

Discussion

10:45-11:30 HORIUCHI Akiyoshi (Chuo University):
A Bank Crisis in a Bank-Centered Financial System — The Japanese
Experience since the 1990ies

Comment: Hendrik MEYER-OHLE (National University of
Singapore)

Discussion
11:30-12:15 Andrcas NABOR (HWWA):

Stock Exchange Competition in Asia: Tokyo’s Role as a Financial
Center

Comment: OSAKI Sadakazu (Nomura Research Institute)

Discussion
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: The Enterps

12:15-16:30

12:15-13:00 MIYAJIMA Hideaki (Waseda University): Corporate Finance in
Large Public Firms in Japan: Did tinancial factors effect on corporate
behaviour?

Comment: SEKI Takaya (Japan Investor Relations and Investor
Support, Inc.)

Discussion

14:30-15:15 Ulrike SCHAEDE (University of California at San Dicgo): Small
Firm Financing in Japan. The “Middle Risk Gap” and Financial
System Reform”

Comment: Mr. ASADA Koji (Mitsubishi Securities)

Discussion

15:15-16:00 Andrecas MOERKE (German Institute for Japanese Studies):
Corporate Finance in Foreign Corporations in Japan

Comment: Mr. SHIOYAMA Kazuhiko (Development Bank of Japan)
Discussion

16:00-16:45 SAKAMOTO Tsunco (Meiji University): Manager Remuneration —
Linkage with Corporate Performance and Share Price

Comment: SHODA Shigeru (Financial Bridge KK)
Discussion

16:45-17:00 Closing Remarks
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B EE / Abstracts

KIEF EM (OSAKI Sadakazu)
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MW BFE (HORIUCHI Akiyoshi)

Since immediately after World War 11, the Japanese economy has been based on the
bank-centered financial system, where intimate relationship between banks and client
firms (i.e., relationship banking) dominate financial inter-mediation. However, the
current bank crisis caused by a vast amount of non-performing loans gives risc to
serious doubt on efficiency of relationship banking. This paper examines the raison
d’€trc of relationship banking, and discuss how it has influenced specilic process of
Japan’s bank crisis. This paper also argues that the government policy to deal with the
bank crisis tends to undermine relationship banking. It seems unwise to force
relationship banking to exit from the Japanese financial system.

Andreas NABOR (7> FL 7R « 7R 7)

Globalization and technological innovation have led to strong competition among stock
exchanges world-wide. The fiercest competition can be expected among regional
exchanges that aim to become financial centers by attracting dual listings from the
region. In Asia, the Tokyo Stock Exchange remains the biggest regional exchange by
market capitalization, but its position is being contested by Hong Kong, Singapore, and
Australia. This report investigates what kind of Asian corporations list abroad and
which exchanges they use. Obstacles for Tokyo are that most Asian companics listing
abroad are from China and find a familiar institutional network in Singapore and Hong
Kong rather than in Tokyo. Further, all Asian competitors are located in jurisdictions
with English as an official language. But above that, domestic caveats add to a lower
compctitiveness of Tokyo as a financial center: missing continuity in financial and
corporate regulation, concentrated ownership and share cross-holding, distrust in
domestic financial institutions, and the limited importance of the stock market
domestically.

=25 % (MIYAJIMA Hideaki)

In this presentation, I will briefly summarize the corporate finance in the 1990s. Next
the determinants of debt choice will be examined, stressing that firm with high expected
returns and low risk depends their financial resources on corporate bond, while firms
with low expected returns and high risk continued to bank dependence. Then, we focus
on the effect of recent credit crunch and excess debt problem, by introducing the result
of several empirical researches.




Ulrike SCHAEDE (D)) 7 » ¥ = —5)

There are two basic alternatives to address market imperfections that result in limited
access to credit for small firms: to leave the pricing and transfer of risk to market forces,
or to nationalize the small firm credit risk through government loan programs and lend
to small firms through special government banks. Japan’s government has always been
greatly concerned about cnsuring access to credit for small firms, and it is currently
pursuing both alternatives at the same time, pushing banking reform towards more
market-oricnted processes and yel restricting the pricing mechanisms through
intervention. This paper argues that as long as political and institutional obstacles
prevent private banks from pricing loans according to risk, Japan needs to have
regulation that specializes certain banks on small-firm financing, such as credit
cooperatives. Once the pricing mechanism works, such regulation may no longer be
needed

Andreas MOERKE (7 ¥ FL 7R « X))

Market entry in a forcign economy is naturally linked with finance — and of course,
Japan is no exception. The paper investigates the situation of corporate finance of
foreign firms in Japan. The argument is that especially for medium-sized enterprises, the
situation is difficult because financing in Japan mainly depends on the mother company
Japanese banks tend not to judge business plans, but look for collaterals — something a
newly found firm hardly can provide. However, with the market entry of foreign
financial institutions, the situation improves.

A tHE (SAKAMOTO Tsuneo)

R B EZERT . MR DRRRD T, FFE & O SEHRIBIN D BIEIC 2 > T
BHo CThild, BT - REBROHNFT L 2OEMELIZEE LT WD, 77
Lo o TR BRI o BT - B Dk E Ml 2 B A6 T 5 oI,

L DEFRFEEFZRDT, HEBFIHICA v —V2E>TWEDPETH 5B,
FEE EWINIIAk, A EILECHTFIWED, B, VR M IHED
WEME, SOUEHKHERLEER=2 D SENT WD, BIF2 &R L 0
MRBHDD, HERIZBAINERNESSOHD S L HITEZTHED,

6




W3 / Speakers’ Short Bio

AIEF HA
OSAKI Sadakazu: Nomura Research Institute
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HORIUCHI Akiyoshi: Protessor, Chuo University
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Andreas NABOR
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Andreas Nabor is research [cllow at the Hamburg Institute of International Economics
(HWWA), Germany. His main rescarch fields are [inancial systems, [inancial regulation
and capital market cfficicncy.
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MIYAJIMA Hideaki: Professor, Waseda Univur‘;ily
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Ulrike SCHAEDE
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Ulrike Schaede is a Professor of International and Pacific Affairs, and the Director of
the ICAP Executive Education Program, at the Graduate School of International
Relations and Pacilic Studies (IR/PS), at the University of California San Diego. She is
the author of Cooperative Capitalism: Self-Regulation, Trade Associations, and the




Antimonopoly Law in Japan (Oxford UP, 2000), and many other books and papers on
Japan’s government-business relationships, financial regulation, financial markets and
industrial policy, and corporatc strategy. After earning her M.A. and PhD degrees in
Germany, she conducted research in Tokyo at various times, for a total of more than six
years, as a visiting scholar at Hitotsubashi University, the Bank of Japan, the Ministry
of Finance and the Ministry of International Trade and Industry. Her current rescarch
focuses on small firm finance, both private and public, and recent shifts in Japan’s small
firm policics, including venture capital market initiatives.

Andreas MOERKE

ZYRVFR AN RAV-HAWRAN%E

Andrcas Moerke is a Rescarch Fellow at the Economics and Management Scction of the
German Institute for Japanese Studies. His main research areas arc industrial
organization and the comparison of corporate governance systems, and Dr. Mocrke has
been publishing extensively in these fields. Writings include the articles “Rumble in the
Boardroom? The Change of Japanese Corporate Governance Schemes”, ZJapanR Vol. 8
No. 15; —=_> 2 « F 7 AV —ik& RA Wb BEEE 0L 106 5 and
the joint translation translation of the German Corporate Governance Code into
Japanese with Scki Takaya I KA W « =KL — b « AN > ZAHUE ) BEFEET
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SAKAMOTO Tsunco: Professor, Mciji University
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a X 5 —4 — /Discussants’ Short Bio

Peter FUCHS
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General Manager in the Institutional Banking Division, Shinsei Bank

Hendrik MEYER-OHLE
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Dr. Hendrik Meyer-Ohle is teaching and rescarching Japanese business and economy in
the Department of Japanese Studics of the National University of Singapore. The main
focus of his research is Japanese Consumer Goods Distribution, especially retailing, and
he has recently published the findings of his research in a book "Innovation and
Dynamics in Japancsc Retailing - From Techniques to Formats to Systems" (Palgrave
2003). Dr. Meyer-Ohle is also interested in strategies of Japanese companies in
Southeast Asia and is the coeditor of "Corporate Strategies for Southeast Asia after the
Crisis" (Palgrave 2000). Dr. Meyer-Ohle's current research project looks at the
consequences of corporate restructuring on the characteristics of Japanese workplaces.
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SEKI Takaya: Head of Corporate Governance Research, Japan Investor Relations and

Investor Support, Inc.
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Koji ASADA

H®HE R %

Head of Cross-border M&A Team, Corporate Advisory Group, Mitsubishi Securities

Co., Ltd

-1987 Joined Bank Of Tokyo-Mitsubishi (former Mitsubishi Bank): Corporate Banking
in Shinjuku and Osaka

-1992-94 MBA, University of California, Berkeley (Haas School of Business)

-1994-99 , London : M&A advisory business and corporate banking

-1999-2003 Bank of Tokyo-Mitsubishi, TokyoHead Office (RM/Mitsubishi Corp.)

-2003 Joined Mitsubishi Securities (Current:M&A business)
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SHIOYAMA Kazuhiko: Head of International Department, Development Bank of

Japan
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SHODA Shigeru: Representative Director, Financial Bridge KK
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