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Japan at Turning Point for Asset Management Enhancement

Long-term diversified
iInvestment for asset
management
enhancement

=Investment based on “generally accepted theory”

= Conservative professional (i.e., pension fund) investment
practices as a role model

=Managed to maximize overall portfolio performance, emphasizing
asset allocation and rebalancing rather than securities selection

= Dollar-cost averaging is encouraged for first-time investors

Traditional short-term
concentrated investment

=Investment based on a market perspective rather than individual
needs

= Concentrated and market-timed investment

= Popular investment policies, but more suitable for investment
veterans

= May not be suitable for novice investors \/ BRE X
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US Mutual Funds Purchased through Retirement Plans and Advisers

Sources of mutual fund ownership
Percentage of US households owning
mutual funds

Outside employer-
sponsored retirement
plans only*

Inside and outside
employer-sponsored
retirement plans?

Inside employer-
sponsored retirement
plans only®

Sources for households owning mutual funds outside
employer-sponsored retirement plans

Percentage of US households owning mutual funds
outside emplouer-sponsored retirement plans®

13%
Source unknown

48%
Investment
professionals

only?
ey 20%

Fund companies or
discount brokers only

19%
Investment professionals?
and fund companies
or discount brokers
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Investment Company Institute (2023). “Fact Book, 2023.” https://www.ici.org/system/files/2023-05/2023-factbook.pdf 3



Change in US and Japanese Advice

Flow of traditional advice

Assess the macroeconomic and
market environment

Solicit the “hot” securities that are
expected to gain in value

Recommend selling when the price
increases

Solicit the next “hot” securities that
are expected to gain in value

Recommend selling when the price
increases

Short-term concentrated
investment

Ideal flow of advice

Interview (annual income, assets,
status of family members, etc.)

Clarification of the goal of asset
building

Development of a plan for asset

building

Ongoing follow-ups
Achievement of the goal

Long-term diversified investment

Management Business in Japan.” June.

B LAY e
https://www.fsa.go.jp/en/news/2023/20230620/20230620.pdf H'DX?_

Financial Services Agency(2023). "Progress Report 2023 For Enhancing Asset
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Low Recognition of Long-Term Diversified Investment in Japan

Awareness of the effectiveness of “long-term,” “dollar-cost averaging," and “diversified” investment in reducing risk

I've heard of it, but don't know - I don't know (or have
much about it never heard of it)

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B Iknow ©§ No response

Total (n=7,000]

0.2

20s (n=831) 11.1 19.9

30s (n=1,049)

0.0

40s (n=1,246)

50s (n=1,042)

Age —
Age

70s (n=946)

Over _
80s {n=665)

® 14.8% recognize that “long-term,” “dollar-cost averaging," and “diversified” investments are effective in
reducing risk; 25.5% of respondents have heard of it, but don’t know much about it.

@® By age group, 60-64-year-olds have the highest level of awareness. NP
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Japan Securities Dealers Association (2021). “National Survey on Securities Investment”. Dec. 15. https://www.jsda.or.jp/shiryoshitsu/toukei/data/files/2021gaiyou20211215.pdf 5



Difference in Investment Policy: A Difference in “Investment Sophistication”?

Awareness of effectiveness of "long-term," “dollar-cost averaging," and "diversified” investment in reducing risk (by income)

Recognized,

T T YTty e | no-response ] tosa
Total 7000 | 148 | 255 | 59.4 o 403
Lessthant 1780 | 76 | 218 ] 70.2 op 295
Intesstan 1328 | 904 |~ 236 | 66.6 op 331
Zlessthan3 1075 | 144 |77 258 ] 59.6 ofp 402
3eessttan 933 | 187 | ] 53.1 oft 468
dolessthans  G1g | 207 Vizz7zzzaes77777) 47.2 o 527
Sslessthan? 559 | 28.6 Vi 728277/ 41.7 oo 583
Tolessthan 10 g4 | 32.4 V777847777 35.2 oo 648
Morethan10 04 | 51.0 V77228773 26.0 [ho 731
Long-term investment propensity increases with financial literacy (investment trust holders)
General!y Iong-'term, Emphasis on income gains Emphasis on non- Not decided
but sell if certain (i.e., dividends). Sell monetary
capital gain is expected dggending on the status of shareholder benefits
n dividends
Total 3048 61.9 4.1 183 06 151
Financial Knowledge Medium 1,344 : 3.7 176 07 146
Financial Knowledge Low 3 453 7.0 | 23.2 0‘0 24.6 \ / BEY& K
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Note: Japanese investment trusts are equivalent to US mutual funds.

Japan Securities Dealers Association (2021). “National Survey on Securities Investment”. Dec. 15. https://www.jsda.or.jp/shiryoshitsu/toukei/data/files/2021gaiyou20211215.pdf
Japan Securities Dealers Association (2023) “Report on Survey of Individual Investors' Attitudes toward Securities Investments, 2022”. Feb. https://www.jsda.or.jp/shiryoshitsu/toukei/2022ishikichousasyousai.pdf 6



Signs of Change in Japan's Working Generation

Reasons for buying investment trusts

(%)
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‘ 2012 2015 2018 2021 ‘ 2012 2015 2018 2021 ‘
Age 20-59 Age 60+

- In pursuit of short-term price gains
As a long-term investment #-To receive periodic distributions
<-Because | can yen cost average
#-Because | can invest even small amounts
“%-So | can be diversified
To contribute to society through investing
%-To have my assets managed by an expert \ /
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Note: Japanese investment trusts are equivalent to US mutual funds. Source: National Survey on Securities Investment (JSDA). MELI umvmsnv

Nomura Research Institute(2022). “Japan’s Asset Management Business 2022/2023". Dec. 29. 7
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