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Hello. Thank you very much for the opportunity to
speak to you all today.
I’'m very grateful for this chance to share the views

of ICGN on governance and stewardship in Japan.

ICGN is a membership body led by investors from
all over the world with about $77 trillion of AUM.
Our Members, our asset owners like pension
schemes and sovereign wealth funds, asset managers
and also various service providers and corporates

who are involved in the governance and stewardship

ecosystem.

Our purpose is to promote the highest standards of
corporate governance and investor stewardship

worldwide.

Our Members want to see the importance of
governance, be a stronger part of the discourse. We
It’s

are believers that “G” is absolutely key.

fundamental to investment practices and to

corporate success.

So we focus our work in four key corporate

governance areas.

First, strong and effective boards and board
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practices.
Second, on reliable financial and sustainability
reporting and assurance.

3rd on protecting shareholder rights.

And last but definitely not least, on the best

practices in investors stewardship.

ICGN is proud of our long standing strong working
relationships in Japan, where we are very honoured
to have excellent ongoing dialogue with many key
stakeholders, bodies,

including  government

regulators and standard setters.

In Japan, ICGN has supported governance and
stewardship reforms for over 2 decades, responding
to regulatory consultations, convening international
meetings in Tokyo, and also serving on the Council

of experts convened by the FSA and TSE.

Japan has seen strong steps forward in corporate
governance and stewardship, but we all know that
this is a long journey and that there are many more
steps forward to be taken.

ICGN is proud to be able to support the
development of best practices in Japan, and I look
forward to the opportunity to meet many of you in

person on future trips to Japan as part of our

Members and stakeholder engagement activities.

[t’s been 10 vyears since Japan launched its
corporate governance reforms, and we should
acknowledge the fantastic progress made to date in

Japanese corporate governance.
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Firstly, the increase in independence of boards.
We now see 95% of Prime market listed companies
having at least one third independent directors.
We see improved disclosures to investors in some
companies, including voluntary reporting and many
more companies disclosing in English as well as
Japanese.

The establishment of remuneration committees has
also been a big improvement.

89% of prime market companies now have a
remuneration committee. This has also helped drive

a better balance of CEO pay between long term and

short term incentives, fixed and variable pay.

So we’re seeing average variable pay for CEOs at
about 60% of their total package, which is similar to
what we see in the UK and Europe.

Now that said, there are still some areas where we’d

like to see improvements continue.

We’d like to see that board independence level
increase, ideally to a majority of independent
directors on boards. We’d also like to see the

chairman of the board be an independent director.

As well as more independence, we’d also like to see
more diversity. We’d like to see a board of directors
composed of members with a diverse background,
including gender and nationality.

And we’d like to see the Uho(H ##) published before
the AGM (general meeting). This is really important
to give investors the information they need, to be

able to utilize their voting rights most effectively.

And importantly, while we have seen some better
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disclosures, we’d really like to see companies in
Japan eliminate their cross shareholders.

One big opportunity that can drive value for
investors and companies is to enhance the
effectiveness of engagement between companies and

their investors.

We must remember that as the owners of the
company, their shareholders have the same goal as
management. We all want to see the long term
sustainable success of the business.

Investors want to invest in successful driving
companies to make good returns for our
beneficiaries and to do that in a way that allows us
to keep those returns coming in a sustainable way
as we look to the future.

Management and board should want their companies

to be successful over the long term too.

And thriving capital markets with good shareholder

rights and strong governance practices have
enormous societal benefits.

They help provide capital to business and to
generate returns that allow people to create wealth

and provide for their futures.

ICGN is a proponent of high quality corporate

governance and investor stewardship.

And thoughtful, constructive engagement plays an

important part in supporting the success of

companies, and therefore in turn the long term
investment returns made by investing in those

successful companies.

So we need to keep our focus on what makes a good
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engage and what we can do to help that engagement

effort be most effective.

[t’s important that engagement is approached with a
long term mindset and that there are clear goals and

objectives for that engagement.

Companies also need to play their part. Engagement
should be a two way exchange of views, and we’d
like to see companies share their views, but also to
listen to the views of their shareholders and take
those on board as they make their decisions.

And we want to see senior management and board
directors engaging with investors themselves, not
only through their investor Relations teams.

This is really important. We need to see the right
people involved in the discussions. And who the

right people are, will depend on the topic.

So you might need a chairman. You might need a
CFO. You might need the CEO. You might need an
outside director or the chair of one of the board

committees.

So I hope those have been some helpful insights into
the views of international investors and of ICGN.
For those of you who represent asset management
companies, insurers or other types of investment
business, if you're not yet I[CGN members, please
reach out to the team here to discuss any questions
you might have about joining us. We would be very

happy to talk to you.

And finally, 'm proud to say that next year is

ICGN’s 30th anniversary and that we’ll be
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celebrating that with a series of conferences in some
of our most important markets kicking off in March

in Tokyo.

The conference on the 4th and 5th of March is very
kindly hosted by the Tokyo Stock Exchange and will
feature speakers and investor attendees from all
over the world as well as lots of corporate

representatives.

So please mark your diaries for those dates and I

hope to see a lot of you there.

Thank you again for listening today and for the very

kind invitation to speak to you all.
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