
After two years of lockdowns, 
will the financial centres of the 
future look different to their 
pre-pandemic predecessors? Do 

altered working habits portend a grand rea-
lignment of the world’s financial hubs? And 
if so, does Japan stand to gain or lose?
 Professor Anil Kashyap does not see the 
likelihood of any immediate big change in 
what professionals want from their finan-
cial hubs. A little more working from home 
is not going to change the fact that finance 
is an industry where agglomeration—peo-
ple and companies clustering together to 
better collaborate—is crucial. “The forces 
that were going to drive whether you could 
be a financial centre five years ago are prob-
ably the same now—and will be the same in 
the next five years. It’s about getting all the 
human capital, the legal and political and 
economic stability up and going, having a 
solid regulatory framework. These are the 
first order things,” Kashyap says.
 That is good news for Japan which, with 
basic stability and a solid legal system a giv-
en, has been concentrating on getting its 
regulatory framework just right for nearly a 
decade now. In 2014, Japan’s Stewardship 
Code was introduced to require institu-
tional investors to promote the sustainable 
growth of their investee companies through 
constructive engagement based on a mid- 
to long-term perspective. This was followed 
in 2015 by Japan’s Corporate Governance 
Code which requires listed companies 
to promote initiatives to increase mid- to 
long-term corporate value by cooperating 
appropriately with a wide range of stake-
holders. Says Tomoko Amaya, vice minister 
for international affairs at Japan’s Financial 
Services Agency (JFSA): “Promoting en-
hanced disclosure and constructive en-
gagement between listed companies and 
institutional investors is one of our major 
themes.”
 Publishing these Codes is, however, only 

the first of two necessary stages. What ul-
timately counts is the actual behaviour and 
mindset of company management. Since 
that sort of change necessarily takes time, 
the JFSA’s drive for better communica-
tion and deeper engagement is ongoing. 
Initiatives include regular updates of the 
Codes and practical, hands-on measures 
such as organising study groups for market 
participants to share narrative disclosure 
best practice. 

 Yasunori Iwanaga, chief responsible in-
vestment officer at asset manager Amundi 
Japan, is watching this change of mindset 
unfold at ground level. When his firm re-
cently surveyed its invested companies to 
see how they felt about its engagement 
efforts, it got an overwhelmingly positive 
response. “Japanese companies have begun 
seeing the virtue of having conversations 
with investors. They’re seeing the light of 
having the right kind of conversations so 
they can make their businesses sustaina-
ble,” he says.
 For Iwanaga, what is key is for Japan to 
maintain that forward momentum. For in-
stance, while the fact that many Japanese 
corporates now publish integrated reports 
is a positive, some still need to work more 
closely with investors to tell stories compel-
ling and persuasive enough to communicate 

their long-term views. Nonetheless, he is 
encouraged by the way Japan’s Stewardship 
Code and Corporate Governance Code, 
which started out focused on Governance, 
have broadened to cover Environment, 
Social, and sustainability as well. “Long 
story short, I think Japan is heading in the 
right direction. Japan has caught up with 
global trends.” Iwanaga says.

Sustainability means 
possibility

Kashyap agrees. He too sees sustainabili-
ty and green finance as exactly the sort of 
trends Japan should seize on to establish 
itself as a global financial centre. Problems 
around ESG are international in scope, he 
argues. Setting standards, achieving trans-
parency and rooting out greenwashing are 
problematic everywhere. If Japan were to 
establish the world’s best standards and the 
highest levels of transparency, that would 
represent a huge opportunity.
 “Japan could say, ‘Look, we’re going to 
have a race to the top not to the bottom. 
If you want to do ESG in Asia, Japan is the 
place to do it because you can count on 
getting something that really is E, or S or 
G, and not something that’s just a bunch 
of marketing.’ If everybody who wanted to 
market ESG in the world thought Tokyo 
was the platform to do it from, that would 
be a way to take the lead in this domain,” 
Kashyap says.
 Under the “Green International 
Financial Center Initiatives” banner, 

Japanese governmental bodies have been 
busy trying to do just that, putting out 
guidelines and roadmaps in a bid to create 
new markets that are safe and reliable for 
investors. Key recent publications include 
the Green Bond Guidelines (2017), the 
Social Bond Guidelines (2021) and the 
Basic Guidelines on Climate Transition 
Finance (2021).

Breaking the language 
barrier

In contrast to other Asian markets such 
as Singapore and Hong Kong, which ben-
efit from their use of global lingua franca 
English, the Japanese language can act as 
a deterrent to non-Japanese players. This 
is a problem the JFSA is acutely aware of, 
with Amaya describing the increased use of 
English as “one of the important aspects to 
make Japan attractive to overseas financial 
firms.”
 It is that thinking which inspired the 
JFSA to establish the Financial Market 
Entry Office, a single point of contact for 
any inquiry on procedures under financial 
laws and regulations in connection with 
company set up, licensing and registration, 
which demystifies the whole market entry 
process for foreign asset managers.
 Meanwhile, when it comes to English-
language disclosures, the upcoming restruc-
turing of the Tokyo Stock Exchange from 
four segments—1st Section, 2nd Section, 
Mothers and JASDAQ—into three—Prime, 
Standard and Growth—is poised to act as 
a further catalyst. Companies listed on the 
Prime Market are required to provide nec-
essary information in English.
 As well as boosting transparency and dis-
closure on ESG, climate risks and human 
capital, Iwanaga expects the new English 
disclosure obligations to have the second-
ary effect of compelling companies to de-
vise better, more coherent strategies. This 
in turn will make it easier for investors to 
sift through the companies listed in Tokyo 
and unearth those with genuinely strong 
ESG credentials. Iwanaga describes the 
market restructuring as “an inflection point 
for Japanese corporates to start changing 
their behaviours.” 

Busting anachronistic 
myths

One area where an inflection point is long 
overdue is in stubbornly out-of-date views 
of Japan and its potential. In the late 1980s 
and 1990s, at the height of Japan’s bubble 

economy, a large proportion of the world’s 
most valuable companies by market capi-
talisation were based in Tokyo. Companies 
from around the world rushed to send their 
best and brightest to the country. Now, with 
just one company in the top 100 for market 
capitalisation, Japan has supposedly lost 
that allure—and the ability to become a 
global financial centre alongside it.
 Kashyap, however, does not buy the old 
idea that Japan’s future as a financial cen-
tre has to be anchored in the country’s real 
economy and GDP. London, for example, 
has managed to maintain a leading position 
in finance for decades, despite being home 
to just four companies in the top global 
100. 
 “There’s no reason why Tokyo can’t . . . 
provide all the services for all of Asia, even 
if its own companies are not that dominant. 
It could still be the best place to run all 
kinds of innovative financial services busi-
nesses,” Kashyap says. Japan may have an 
ageing and shrinking population, but the 
financial sector does not need a large num-
ber of dynamic people. What a global finan-
cial centre does need is high-quality human 
capital: world-class firms staffed by the best 
people of the kind that the JFSA is working 
to attract.

Setting and achieving 
targets

With 24-hour-a-day financial markets nec-
essarily needing a base in the Asian time 
zone, Japan is in no doubt who its direct 
competitors are. Straightforwardly, the 
challenge Japan faces is to get out in front 
of Singapore and China. As Kashyap sees it, 
Japan’s best chance of becoming a global fi-
nancial centre is to survey other markets in 
the region, analyse five things that they are 
doing better than Japan and then address 
them, one by one.
 “Work down that list of problems. Say, 
‘We’re going to overtake them, because 
we’re going to make it a determination . . . to 
get rid of all the roadblocks, . . . set high 
standards, . . . do all of that. And I think you 
can do all of that, even with the ageing pop-
ulation dynamics and everything else, if you 
make it a goal.”

What is Japan doing to make itself the 
key financial hub in Asia and beyond?
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It is my great pleasure to co-host this event alongside the Financial Times. 
Japan is the third-largest economy in the world with more than $18 trillion 
worth of personal financial assets, solid and reliable regulatory systems, 

as well as a safe, convenient living environment. Blessed with rich soil on 
which capital can grow, Japan has actively begun wide-ranging measures, 
thereby enriching the already attractive soil of its capital markets and planting 
seeds for further growth. In this webinar, our speakers revealed that those 
seeds are now bearing fruit and Japan is heading towards more sustainable 
financial markets. We hope this event summary will give you an opportunity 
to rediscover Japan’s further potential as an international financial hub and 
investment choice.

As competition to attract business to the world’s leading capital markets heats 
up, what do people look for in a global financial hub? On February 8, the 
Financial Times and the Japan Securities Dealers Association hosted “Fostering 
Innovation and Sustainable Finance in Japan,” a webinar examining what Japan 
is doing to make itself into the go-to financial hub in Asia and a compelling 
investment destination.
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