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Tokyo Stock Exchange, Inc.
2-1 Nihonbashi Kabutocho
Chuo-ku, Tokyo 103-8220
Japan

Re: Comment on the Consultation Paper ‘Review of TSE Cash Equity Market Structure’

The IFRS Foundation welcomes the opportunity to comment on the Tokyo Stock Exchange
(TSE) Consultation Paper “Review of TSE Cash Equity Market Structure”.

TSE First Section is the Japanese market with foreign investors occupying 60.5% of the trading
value and 30.2% of the holding amount. Foreign and domestic investors are seeking to invest
in companies that adhere to international standards for governance and transparency, and
companies are obliged to respond.

We note the TSE's recent work to enhance the governance and transparency of the TSE First
Section listed companies on a higher level by reviewing the listing standards. Improvement of
governance and transparency of companies listed on TSE First Section will help to ensure that
Japanese companies are able to benefit fully from the optimum allocation of global capital —
bringing benefits not only to those companies, but also the global capital market and the
development of the global economy.

An important step in this work is to ensure high levels of compliance with international
standards and best-practice in corporate reporting. IFRS Standards are recognised by the G20
and other international organisations as high quality, globally accepted accounting standards.
More than 140 countries have now adopted IFRS Standards, including three quarters of the
G20. However, while Japan has in recent times made substantial progress by permitting
voluntary use of IFRS Standards, their use remains optional by Japanese companies.

The IFRS Foundation believes that the review of listing requirements for the TSE First Section
presents an opportunity to further advance the use of IFRS Standards within the Japanese
market. Encouraging Members of the TSE First Section to apply globally accepted accounting
standards would further enhance the attractiveness of the TSE to global investors. This would
help Japanese companies to benefit from greater comparability with their international peers,
and in doing so to further enhance the credibility of the TSE First Section as a global capital
market.

The IFRS Foundation Asia-Oceania office in Tokyo stands ready to support the TSE in
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considering whether and how to encourage greater use of IFRS Standards in order to further
strengthen the confidence and trust of international investors in TSE-listed companies.

Yours sincerely,

i olodi—

Makoto Takahashi
Director, Asia-Oceania Office
IFRS Foundation
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