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Investment Strategy of Institutional Investors in Japan and France

MIZUNO Mitsuru

Abstract
This study compares the investment behavior of institutional investors in Japan and France. Using the data of firms

listed on the First Section of Tokyo Stock Exchange and the data of firms making up SBF120 in France during 2005-2010,
this paper examines the relationship between institutional investors and firm performance in Japan and France. The
results suggest there was a statistically significant difference between the change in institutional investors’ shareholdings
and ROE, proxy for firm performance, in Japan, whereas a significant difference was not observed in France. However, by
classifying the firms into three groups based on the change in the ownership share of institutional investors during 2005-
2010 in France, it was observed that the mean value of ROE in group 3 is higher than in other groups, indicating that the
group with the highest increase of institutional investor’'s ownership during the period showed better performance than
other groups. The results imply that institutional investors select firms for investment based on the expected performance

of ROE in both countries.

Keywords : corporate governance, institutional investor, firm performance, value creation

1. Introduction

Institutional investors have become active in strengthening corporate governance with an eye of enhancing corporate
value in Japan and France since the beginning of 2000s. They exercise the voting rights at the general shareholders’
meeting and some of them engage in dialogue with investee companies in order to enhance the value of investee
firms. However, the investment behavior of institutional investors and monitoring activity is not well-known. The paper
considers the relationship between investment behavior and firm's value creation of institutional investors. Corporate
governance reform has been promoted with the intention of improving the corporate value through shareholder-
oriented management style. Governance guidelines and monitoring by institutional investors is expected to affect the
improvement of corporate performance. After examination of the impact of governance guidelines and monitoring, the
relationship between corporate governance and financial performance is empirically looked into in both countries in
this study. Relationship between corporate governance and firm performance is not clear in spite of abundant empirical
research that has been made so far in a number of countries. Generally speaking, institutional investors have a tendency
to invest in companies keen on improving governance structure. As such, the strength of governance might have an
impact on funding activities of firms. The debate on corporate governance has become active since the mid-1990s in
Japan and France. The increasing international ownership had a significant impact on corporate governance in both
countries. CALPERS, a longtime leader of the US corporate governance movement, had its first major round of meetings
with European and Japanese corporate managements in 1994.

The contributions of this paper is twofold The first is that the paper employs a dynamic analysis of the changes of
share ownership of institutional investors during FY2005-FY2010 for the examination of firm performance, instead of
conventional static analysis which employs share ownership of institutional investors at a specific date. The second is
to appreciate the investment behavior, inter alia, criteria on investment in and value creation of firms by institutional
investors in Japan and France. The study consists of eight parts. In the next section, the paper summarizes the evolution
of corporate governance in Japan and France followed by literature review. Section 4 describes comparison of corporate
governance between Japan and France and some areas for improvement and research design is explained in section 5.
Section 6 presents results and analysis, and implications for Japan drawn from the practice of corporate governance in
France are discussed in section 7. The last part concludes the study with general remarks.
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2. Institutional Investors

Institutional investors are organizations that pool large sums of money which they invest in various companies.
Insurance companies, mutual funds, investment advisors, pension funds, hedge funds, private equity, and university
endowments are the most common types of institutional investors. They have some influence in the management of
firms because they are entitled to exercise the voting rights. As such, they can actively engage in corporate governance.
There are different types of institutional investors. Bushee (1998) classifies institutional investors in three groups.
Dedicated institutional investors characterized by concentrated and long term institutional holdings, transient
institutional investors with short term and diversified holdings while Quasi-indexers have diversified and long term
holdings. He finds that dedicated institutional investors are involved in monitoring. Their role in the economy is to act
as highly specialized investors on behalf of others. Celik, S. and M. Isaksson (2013) classifies institutional investors
in three categories. The first category of institutional investors is referred to as “traditional” investors and comprises
pension funds, investments funds and insurance companies. Second category is referred to as “alternative” institutional
investors and comprises hedge funds, private equity funds, exchange-traded funds and sovereign wealth funds. Third
category is referred to as “asset managers” that invest in their clients’ name.

Numerous institutional investors act as intermediaries between lenders and borrowers. Thus, they have a critical
importance in the functioning of the financial markets. Acting as savings pools, they also play a critical role in
guaranteeing a sufficient diversification of the investors' portfolios. Their greater ability to monitor corporate behavior
as well to select investors’ profiles implies that they help diminish agency costs. Furthermore, they influence corporate
payout and investment policies. Higher payouts are encouraged by institutional investors, especially in firms with high
free cash flow and poor investment opportunities. They also positively influence stock repurchases, particularly in firms
with high information asymmetry. The substitution of stock repurchases for dividends as a percentage of total payout is
frequently encouraged by them.

3. Literature Review

Institutional investors as corporate monitors are a focus of many studies and research. It is widely argued that
institutional investors are an important corporate governance mechanism that improves firm performance, as they
possess both the ability and the incentive to monitor and discipline corporate managers (Ping & Wing, 2011). Rose
(2007) justifies the effectiveness of institutional investors as a corporate governance tool based on the grounds
that institutional investors might discipline management, because the free-rider problem associated with dispersed
ownership is alleviated. However, literature on institutional investor’s influence on corporate governance in Japan
is rather limited. Mizuno and Tabner (2009) discuss the evolution of institutional investor’s influence on corporate
governance in Japan. Pioneer work on institutional investor in Japan was carried out by Omura, et all. (2001) and
Yonezawa & Hashimoito (2002). The former clarified the institutional investor’s behavior and a change in attitude based
on the survey and revealed that the behavior varies depending on the type of institutional investors. The latter pointed
out that the guideline on the voting is required in order to exercise voting rights in earnest. Seki (2005) and Miwa (2006)
argue that institutional investors have become active in accordance with legal changes in order to strengthen the
monitoring functions in Japanese companies and they have grown to substantial size and own significant percentages
of individual companies. Ueda (2007) describes that institutional investors seek greater disclosure and accountability
in terms of performance and corporate governance. The shareholder activism of institutional investors was initiated
by foreign investors followed by Japanese institutional investors. The institutional investors and corporate governance
in various countries is described in the book entitled “The institutional investors and corporate governance” (edited
by Baum, et al., 1993). The Centre for European Policy Studies (1995) points out that international diversification
and increasing cross-border activity of institutional investors can be instrumental in changing corporate governance
standards as a result of the active stance towards investment that is required by local laws and codes. Mallin (2007)
argues that there has been a general increase in the level of engagement of institutional investors with their investee
companies. Monco and Finet (2011) describes the influence of long term institutional investors on corporate
governance and strategy by citing the case of Wendel in France.

In UK, the Cadbury (1992) Committee considered institutional investors as having a special responsibility to ensure
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that its recommendations are adopted by companies, stating that ‘we look to the institutions, in particular, to use

their influence as owners to ensure that the companies in which they have invested comply with the Code’. Similarly,

Greenbury (1995) and Hampel (1998) Committees emphasized an important role played by institutional investors

in ensuring corporate governance. The Combined Code (2003) principles of good governance state the following

concerning the role of institutional shareholders:

(1) Institutional shareholders should enter into a dialogue with companies based on the mutual understanding of
objectives;

(2) When evaluating companies’ governance arrangements, particularly those relating to board structure and
composition, institutional investors should give due weight to all relevant factors drawn to their attention; and

(3) Institutional shareholders have a responsibility to make considered use of their votes.

Moreover, Financial Reporting Council of UK (2012) sets out the principle of institutional investors which require
them to publicly disclose their policy on how they discharge their stewardship responsibilities. Stewardship activities
include monitoring and engaging with companies on matters such as strategy, performance, risk, capital structure, and
corporate governance, including culture and remuneration.

Three-quarters of institutional investors say that board practices are at least as important as financial performance
when they evaluate companies for investment (Coombes and Watson, 2000). Over 80 percent of them say that they
would pay more for the shares of a well-governed company than for those of a poorly governed one with a comparable
financial performance. It is, therefore, surmised that there exists a positive relationship between good corporate
governance and institutional investor’s attitudes. But a question arises as to whether companies with a high ratio
of institutional ownership outperform those with lower institutional ownership. So far, various studies suggest that
there has been no strong evidence of correlation between share ownership of institutional investors and financial
performance of firms. However, a company with good corporate governance is more likely to attract investment from
institutional investors compared to poorly governed companies (Mckinsey & Co, 2002). Another question is whether
institutional investor activism targeted at specific companies brings about better performance. Shareholders are
growing increasingly active in the United States and elsewhere because they believe that better corporate governance
will bring them higher rewards. Daily, et al. (1996) found no significant relationship between firm performance
measured by abnormal stock price returns, return on assets, or return on equity and ownership by institutions as a
whole, or ownership by activist institutions. However, Nesbitt (1994) reports positive long-term stock price returns
to firms targeted by CalPERS. Opler and Sokobin (1997) find significant above-market performance in the year after
targeting. Sahut and Gharbi (2011) shows that there exists positive impact of institutional activism by analyzing
firms making up SBF120 during 2006-2008. In spite of the fact that the amount of activism has increased during
the past decade, a majority of the studies, however, could not find a link between monitoring and an increase in firm
performance.

Gompers, et al. (2003) found that in 1991-99, investors going long on well-governed firms, as defined by an index
combining 24 different aspects of corporate governance, while shorting poorly-governed ones, would have enjoyed an
unusually high annual return of 8.5%. Similarly strong returns were found for a trading strategy based on a narrower
list of what reformers consider the six core elements of good corporate governance, such as making the company’s
whole board face re-election each year, and not having any “poison pill” defenses against takeovers. However, a recent
study by Bebchuk, et al. (2010) doubts the results of the research by Gompers, et al. by repeating the study for 2000-
08. It finds that, in contrast with the 1990s, neither the 24-factor index nor the six-factor one would have helped
investors beat the market. They argue that the disappearance of the good-governance premium during the past decade
is actually a sign that investors have woken up to the importance of governance. They think that this was due to a
huge increase in discussion of the issue in the media in 2001-02, following the Enron and WorldCom scandals and the
publication of the Gompers study. As a result, they argue, early in the decade differences in the quality of governance
between different firms were fully incorporated in their share prices. Since this adjustment was a one-off, well-governed
firms’ shares have not subsequently outperformed the market.
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4. Research Design
4.1 Japan
Selection of firms and grouping

In this paper, the data of the firms are those which were continuously listed on the first section of Tokyo Stock
Exchange (TSE) from FY2005-FY2010 (April 2005 to March 2011) and are constructed using NEEDS-Cges and
financial reports of firms. The total number of firms inspected was 1,334 companies excluding banks and financial
institutions. Traditionally, the relationship between institutional investors and firm performance has been studied in
relation to the structure of ownership share at a certain date. The feature of this study lies in the dynamic analysis by
examining the effect of the change of ownership share of institutional investors on firm performance during FY2005
and FY2010, rather than the traditional static analysis using the ownership share at a certain date. Types of typical
institutional investors include pension funds, trust banks, insurance companies, investment advisors and investment
trusts. The relationship between the change in the ownership share of institutional investors and firm performance
covers six-year period from FY2005 through FY2010. First, the relationship between the change in the ownership
share of institutional investors and firm performance is looked into. Second, the firms are divided into five groups as
below from the viewpoint of an increase in the ownership share of institutional investors:
a. group 1: first quintile-the least increase in the ownership share of institutional investors (266 firms)
b. group 2: second quintile-the second least increase in the ownership share of institutional investors (267 firms)
c. group 3: third quintile- the middle increase in the ownership share of institutional investors (267 firms)
d. group 4: fourth quintile-the second highest increase in the ownership share of institutional investors (267 firms)
e. group 5: fifth quintile-the highest increase in the ownership share of institutional investors (267 firms)
There are a number of financial indicators to gauge firm performance including a share price return, ROA, ROE, and
Tobin’s q. In this study, ROE is used as proxy of firm performance.

4.2 France
For France, companies that made up the SBF120 in 2005 and 2010 are used. The data are collected from those
companies which continuously made up the SBF120 in 2005 and 2010. Large companies composing CAC40 are
also separately inspected. The SBF 120 (Société des Bourses Francaises 120 Index) is a French stock market index.
It is based on the 120 most actively traded stocks listed on Euronext Paris. It includes all 40 stocks in the CAC40
index plus a selection of 80 additional stocks listed on the Premier Marché and Second Marché under Euronext Paris.
The typical example of companies belonging to CAC40 includes Air Liquide, Alcatel-Lucent, AXA, Carrefour, EADS,
Groupe Danone, L'Oréal, LVMH, Michelin, PSA Peugeot Citroén, Saint-Gobain, SANOFI-AVENTIS, Société Générale, Suez
Environnement, Total, Vinci, and Vivendi. Companies listed on the Euronext Paris are divided into compartment A,
compartment B, compartment C, in accordance with the market capitalization; € 1 billion or more for compartment A,
€ 150 million ~ € 1 billion for compartment B, and less than € 150 million for compartment C. In addition, there exists
foreign compartment. In terms of market segments of inspected companies, all belong to compartment A for CAC40
companies except for 2. On the other hand, 47 companies belong to compartment A, 23 companies to compartment
B, 9 companies to compartment C, and 1 company to foreign compartment for non-CAC40 companies. The number
of samples used for this analysis is 111 due to the limitation of data on share ownership of institutional investors. As
proxy for performance, ROA, ROE, and TobinQ are used. The companies are divided into three groups as follows from
the viewpoint of changes in the ownership share of institutional investors:
a. group 1: first one-third of companies-the least increase in the share ownership of institutional investors (37
companies)
b. group 2: second one-third of companies-the middle increase in the share ownership of institutional investors (37
companies)
c. group 3: third one-third of companies-the highest increase in the share ownership of institutional investors (37
companies)
Data used for the analysis are the annual report of each company and Thomson One.
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5. Results and Analysis
5.1 Japan
It was found that during the period of FY2005-FY2010 institutional investor’s ownership decreased from 25.9% to
22.5% and the change of institutional investor’s ownership share in each group during the same period is shown below:
Group 1:-51.5%~-9.09% mean: -15.72%, Group 2: -9.09%~-4.06% mean: -6.29%
Group 3: -4.06%~0.90% mean: -2.42%, Group 4: -0.88%~2.13% mean: 0.52%
Group 5: 2.16%~31.14% mean: 6.87%
To look into the above relationship the following variables are used for the statistical analysis and the acronym of
variables used in the analysis appears below.
Acronym of variables:
INST: ownership share of institutional investors
INST_FRGN : ownership share of foreign institutional investors
INST_DOME : ownership share of domestic institutional investors
FRGN: ownership share of foreigners
FRGN_CORP: ownership share of foreign corporation
CORSS: ratio of cross shareholding
ANTE: ratio of stable shareholding
BRD: number of board members
ID: number of outside directors
EROES:excess returns over the three year average ROE controlled by industry and firm size
XXX_CHANGE : subtraction of 2005 from 2010 figures

As shown in Table 1, domestic institutional investors, on average, have reduced the shareholding ratio compared
to foreign institutional investors during the analysis period. However, standard deviation in domestic and foreign
institutional investors is at 6.1% and 6.7%, indicating that the stock replacement was carried out relatively frequently
with virtually the same degree. On the other hand, foreign corporations did not change the shareholding ratio so much,
as evidenced by the small number of a standard deviation of 1.4%. The standard deviation of stable shareholders, which
were assumed to be inactive traders, was higher in the analysis period than institutional investors, suggesting that there
was more buying and selling compared to them. In addition, surprisingly, relatively high standard deviation of 4.8% was
observed in the cross-shareholding shareholders. As a measure of firm performance, the mean of ROE during 2005-
2010 (ROE05_10) and the excess returns of the mean of ROE for the three years up to the year 2010 subtracted by the
excess returns of the mean of ROE for the three years up to the year 2005 after adjusting the size and industry (EROE3_
CHANGE) are used.

Table 1: Descriptive statistics

INST_.CH INST_FRGN INST_.DOME FRGN_CH FRGN_COR CROSS_C ANTELC BRD_CHA ID_.CHAN EROE3_CH

ANGE CHANGE _CHANGE  ANGE P CHANGE HANGE HANGE NGE GE ANGE ROE05_10
Mean -3.40 -1.26 213 -1.24 0.03 0.62 1.50 -0.90 0.26 —0.66 406
Median -2.37 -0.79 -1.28 -0.78 0 0 087 0 0 0.05 493
Maximum 31.14 29.37 35.92 29.37 2768 25.31 54.77 13 6 21385 36.81
Minimum -51.15 -3447 -47.74 -3447 -11.71 -26.10 -53.86 -19 —6 -159.73 -190.19
Std. Dev. 841 6.71 6.10 6.68 1.39 480 8.64 290 091 1549 1033

Table 2 represents correlation matrix of various variables. As expected, the change in ownership share by foreign
institutional investors and that of by foreigners has a very high correlation coefficient of 0.98. The change in ownership
share of foreign institutional investors and that of foreign corporation has a moderately negative correlation coefficient
of -0.12. In this regard, it is meaningful to analyze by separating the share ownership of foreign institutional investors
and foreign corporation. Looking into the correlation with the performance, moderate correlation coefficient of 0.22
is observed between EROE3_CHANGE and INST_CHNAGE and both foreign and domestic institutional investors’
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correlation with EROE3_CHANGE is also moderate. However, there is virtually no correlation between FRGN_CORP_
CHANGE and EROE3_CHANGE. Further, the change of ratio of stable shareholding (ANTEI) has a negative correlation
with EROE3_CHANGE. On the other hand, although the correlation with ROEO5_10 and INST_CHNAGE is moderate, the
correlation between ROEO5_10 and INST_DOME_CHANGE is quite small.

Table 2: Correlation matrix

INST_.CH INST_FRGN INST.DOME FRGN_CH FRGN_COR CROSS_C ANTEI.C BRD_CHA ID_CHAN EROE3_CH

ANGE _CHANGE _CHANGE ANGE P CHANGE HANGE HANGE NGE GE ANGE ROE05_10
INST_CHANGE 1
INST_FRGN_CHANGE 0.70 1
INST_DOME_CHANGE 0.61 -0.14 1
FRGN_CHANGE 0.70 098 -0.11 1
FRGN_CORP_CHANGE -001 -0.12 0.13 0.08 1
CROSS_CHANGE -0.07 -0.07 -0.02 -0.07 0.01 1
ANTEL. CHANGE -0.40 -0.29 -0.23 -0.28 0.06 0.13 1
BRD_CHANGE 0.07 0.08 0.02 0.08 0.00 0.01 0.03 1
ID_CHANGE -0.01 0.00 -0.02 0.00 -0.03 -0.01 0.03 0.10 1
EROE3_CHANGE 022 0.13 0.16 0.13 -0.01 0.00 -0.10 0.04 -0.02 1
ROE05_10 0.19 0.19 0.05 0.19 —0.01 0.03 —0.04 0.13 0.05 0.18 1

EROE3 has been controlled by industry and firm size. Significant correlation between the change in domestic
and foreign institutional investors and the change in EROE3 is noted (Table 3). The change in the number of stable
shareholders, board of directors, and the number of outside directors did not have an impact on the change in EROES.

Table 3: Summary of regression results-EROE3_CHANGE as dependent variable

1 2 3

coefficient p-value coefficient p-value coefficient p-value
C 0.943 0.051 0951 0.049 0.955 0.048
INST_FRGN_CHANGE 0.352 0 0.347 0 0.338 0
INST_DOME_CHANGE 0.461 0 0.466 0 0.457 0
FRGN_CORP_CHANGE -0.196 0.518 -0.188 0.536
ANTEI_CHANGE -0.022 0.670
BRD_CHANGE 0.120 0.405 0.121 0.403 0.124 0.389
ID_CHANGE -0.258 0.572 -0.260 0.569 -0.255 0.577
R*2 0.047 0.047 0.046

Table 4 shows the result of multiple regression analysis. The mean ROE during 2005- 2010 is defined as the
dependent variable. Similar to EROE3, the change in domestic and foreign institutional investors’ shareholding has a
significant positive correlation.

Table 4: Summary of regression results-ROE05 10 as dependent variable

1 2 3

coefficient p-value coefficient p-value coefficient p-value
C 4946 0 4941 0 4.894 0
INST_FRGN_CHANGE 0.296 0 0.297 0 0.302 0
INST_DOME_CHANGE 0.133 0.004 0.132 0.004 0.134 0.004
FRGN_CORP_CHANGE 0.052 0.797 0.050 0.805
CROSS_CHANGE 0.089 0.123
BRD_CHANGE 0.378 0 0.378 0 0.375 0
ID_CHANGE 0.457 0.132 0.460 0.130 0.465 0.125
R*2 0.053 0.052 0.053

Next, one-way ANOVA and multiple comparison analysis is conducted to examine the difference between the groups
by classifying the firms into five groups in accordance with the change in ownership share of institutional investors as
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mentioned in section 4.1. The descriptive statistics of the relationship between the change in the ratio of ownership
share of institutional investors and firm performance appear in Table 5. The mean value of ROE employed to measure
the financial performance is higher in group 5, indicating that the group with the highest increase of institutional
ownership share shows better performance than other groups. This indicates that institutional investors select firms
for investment based on the performance of ROE, which has correlation with share price. In order to examine whether
there is a significant difference between the groups one-way ANOVA was carried out (Table 6). Since the equality
of variances is not confirmed by F-test, differences in mean values in ROE were assessed with Tamhane multiple
comparison procedure. The results of the assessment show that a statistically significant difference was observed at
1% level between the group 1, 3, 4, and the group 5, and at 5% level between the group 2 and the group 5. It was also
found that a statistically significant difference was observed at 5% level between the group 1 and 3 (Table 7). Thus, it is
confirmed that the institutional investors selected the investee firms by attaching high priority to ROE.

Table 5: Descriptive statistics

Number of firms Mean szi?i?gi Maximum Minimum
1 266 1.66 12.44 33.15 -104.91
2 267 3.80 13.80 31.38 -190.19
ROE 3 267 3.94 9.43 36.81 -78.71
4 267 4.23 6.92 31.86 -24.89
5 267 6.68 6.33 32.01 -2.87
total 1334 4.06
Table 6: One-way ANOVA
Sum of square ]?egree of Mean square F-ratio P-value
reedom
between groups 3398.013 4 849.503 8.135 .000***
ROE within groups 138788.744 1329 104.431
total 142186.757 1333
Note: *** denotes statistically significant at the 1% level.
Table 7 : Multiple comparison of ROE
Dependent variable: ROE group group P-value
2 463
! 3 162
4 .033**
5 .000***
1 463
5 3 1.000
4 1.000
5 .021**
1 162
2 1.000
Tamhane 3 1 1000
5 .0071%**
1 .033**
4 2 1.000
3 1.000
5 .000***
1 .000***
5 2 .021**
3 .0071%**
4 .000***

Note: ** denotes statistically significant at the 5% level and *** denotes at the 1% level.
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5.2 France

A multiple regression analysis was conducted to see whether institutional investors had contributed to the
improvement of firm performance. As explanatory variables, the changes in board structure and independent directors
(auditors), introduction of employee director, and shareholder composition as well as the change in the ratio of
share ownership of institutional investors were considered. Firm size and industry dummy are also added as control
variables. It turned out that result of the analysis with ROE as dependent variable is not a good model as R? is low and
the significance probability of the F value is high. However, the analysis with ROA as dependent variable revealed that
model 2 which includes control variables is superior to model 1. It was found that in model 2 it is not significant in
relation to the changes in share ownership of institutional investors, but, it is significant at the 5% level in relation to
shareholder composition and firm size, and also significant at the 10% level in relation to the changes in independent
directors (auditors). The coefficient of the change in board structure and independent directors (auditors), introduction
of employee director are negative, albeit they are not significant, suggesting that separation of the chairman and CEO,
the change in independent directors (auditors), and introduction of employee director had a negative impact on firm
performance (Table 8).

Table 8 : Summary of regression results-ROA as dependent variable

1 2
coefficient p-value coefficient p-value
C 3.716 .000 -1.765 488
hanges in the shar nership of

gls?itlglfisonaltir?vz;ofsow e 050 143 036 283
Changes in board structure -978 332 -928 .336
Changes in independfznce of board of _039 037 035 052
directors and supervisory board

Changes in 3 committees .154 .768 .089 .859
Introduction of employee director -3.603 058 -3.410 .063
Shareholder composition 2.172 046 2.558 015
Firm size 1.930 .002
Industry -404 211
R? 0.109 0.2

Next, one-way ANOVA and multiple comparison analysis are conducted to examine the difference between the groups
by classifying the firms into three groups in accordance with the changes in ownership share of institutional investors
during 2005-2010. The descriptive statistics of the relationship between the changes in the ratio of ownership share
of institutional investors and firm performance appear in Table 9. Number of samples is 111 SBF120 companies whose
financial data and the ratio of share ownership of institutional investors were available, and the effect of the changes
in the ratio of share ownership of institutional investors on firm performance was carried out. The results of one-way
ANOVA and multiple comparison analysis can be summarized as follows (Table 10 & 11):

(1) The mean value of ROA and ROE is the highest in group 3, indicating that the group with the highest increase
in institutional investor’'s ownership share shows better performance than other groups. Statistically significant
difference of ROE was observed at the 10% level between the group 1 and 3.

(ii) Institutional investors had invested in a good company with high capital efficiency, i.e. high ROE. There exits
positive correlation between ROE and share price and, therefore ROE is regarded as an important financial
indicator for investment. It is confirmed that institutional investors attach importance to this indicator from the
viewpoint of investment efficiency.

(iii) The mean value of TobinQ in group 1, the least increase in share ownership by institutional investors, is the highest
among the three groups. This is attributed to the fact that there was a company whose value of TobinQ was more
than 10 during 2005-2006, but subsequently rapidly decreased to about 1 (Euro Disney). In addition, the value of
TobinQ of three companies ranged from 3 to 4 during the analysis period (Hermes Intl, Dassault Systemes, Nicox).
It might be surmised that judging from the high value of TobinQ the market anticipates greater profitability in the
future for the three companies.
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Table 9 : Descriptive statistics

Standard Standard 95% confidence interval for
No. of firms Mean . the mean value
deviation error — —
Lower limit Upper limit
Group 1 37 1.5270 99253 16317 1.1961 1.8580
TobinQ Group 2 37 1.3424 .38825 06383 1.2130 1.4719
Group 3 37 1.3962 .90060 .14806 1.0959 1.6965
Total 111 1.4219 .80202 07612 1.2710 1.5728
Group 1 37 2.2762 28.68489 471577 -7.2878 11.8402
ROE Group 2 37 11.2405 7.95267 1.30741 8.5890 13.8921
Group 3 37 20.7370 52.73655 8.66984 3.1538 38.3203
Total 111 114179 35.46140 3.36585 4.7476 18.0882
Group 1 37 3.5230 7.54957 1.24114 1.0058 6.0401
ROA Group 2 37 4.7995 3.16156 51976 3.7453 5.8536
Group 3 37 5.4895 5.63713 92674 3.6099 7.3690
Total 111 4.6040 5.74404 .54520 3.5235 5.6844
Table 10: One-way ANOVA
Sum of square Dfegree of Mean square F-ratio P-value
reedom
Between groups .667 2 333 514 .600
TobinQ Within group 70.090 108 .649
Total 70.757 110
Between groups 6306.575 2 3153.287 2.580 .080*
ROE Within group 132019.617 108 1222.404
Total 138326.191 110
Between groups 73.662 2 36.831 1.119 .330
ROA Within group 3555.675 108 32,923
Total 3629.336 110
*denotes statistically significant at the 10% level.
Table 11: Multiple comparison of ROE
Dependentvriale ROB | e i thesharc wnershipof | Changs iy e shore onnershipof [ e
1 2 514
3 .064*
1 514
ROE Tukey HSD 2 3 475
1 064
3 2 AT5

* denotes statistically significant at the 10% level.

8. Concluding Remarks

Currently, global equity markets are characterized by a rapid increase in institutional investors, which have become
an important element affecting the corporate management. Since early 2000s, institutional investors in Japan and
France have become vocal and keen to exercise the voting rights to perform fiduciary responsibility. In accordance with
the changing behavior of institutional investors, firms in both countries can no longer ignore the voice of institutional
investors and the behavior of institutional investors has become an extremely important factor in considering firm
management. Under the circumstances, this paper attempted to reveal the investment behavior and the effect of
monitoring by institutional investors on firm performance. It was found that there is a statistically significant difference
between the change in institutional investors’ shareholdings and ROE, proxy for firm performance, in Japan, whereas
a significant difference was not observed in France. However, by classifying the firms into three groups based on
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the change in the ownership share of institutional investors during 2005-2010 in France, it was observed that the
mean value of ROE in group 3 is higher than in other groups, indicating that the group with the highest increase of
institutional investor’'s ownership during the period shows better performance than other groups. The results imply
that institutional investors select firms for investment based on the expected performance of ROE in both countries. As
corporate activities become globalized, international portfolio investment by foreigners is likely to further increase in
the foreseeable future. It is expected that the shareholding of institutional investors will rise in Japan and France due
to an increase in investment trust. However, if short-term oriented institutional investors such as hedge funds dominate
the institutional investors, it does not necessarily lead to the value creation of firms. If there is a positive correlation
between institutional investors’ behavior and firm value, an enhancement of firm performance will contribute to
reactivate the capital market in Japan and France, thus making a favorable impact on economic activities in general. In
this regard, Japanese and French firms are called upon to make efforts in enhancing the value creation.
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A study on the factors which affect the J-REIT investment unit price
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Abstract
This paper analyzes factors which affect the J-REIT investment unit price. Multivariate analysis such as multiple

regression analysis was conducted. Reviewing past researches, there are few papers made on this. There is a big volatility
in investment unit prices of J-REIT, therefore prediction about them becomes difficult. Systematic analysis methods were
adopted to the investment unit prices of all J-REIT. The results were interesting and instructive and the examined method

may be utilized for making investment decisions of J-REIT in a simple manner.

F—7U—F ! J-REIT, &&[OMi#, TOPIX, GPIF, ZZ&MT, EMIHSHT, ZEMEEME
Keyword : J-REIT, investment unit price, TOPIX, GPIF, Multivariate Analysis, Multiple Regression Analysis,

multi-collinearity
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On the Conventionalist Justice and its Ousia (Being)

—A Commentary on the ‘Introductory’ Part of Book II in Plato’s Republic—
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Abstract

This paper is a commentary on the ‘introductory’ part (from I to X)) of Book II in Plato’s Republic known as one of the
most famous among his philosophical dialog books. What we call ‘commentary’ here is a way of ‘philosophizing’ through
‘careful reading’ of classical texts. This ‘introductory’ part begins with reformulating the conventionalist thesis of justice
by Glaucon which was stated roughly by Thrasymachus previously in Book 1. And the dialog of this part closes with the
presentation of founding the city (polis) in speech (/ogos) by Socrates. However, when we take into consideration that
founding the city in speech is a main theme in all discussions of Plato’s Politeia and, in addition, that the problem of
quarrel between ‘poetry and philosophy’ thematized after that is a basic problem in their speech, the discussions held
in this ‘introductory’ part seem to play a very important part. The importance of the discussion in question is because
that discussion about justice have a meaning to quest for ‘ousia=being’ of justice, and, therefore, it has a meaning of the

starting point at which the quest for ‘what is’ question, that is to say, the philosophical inquiry begins.

F—U—R TSy, TER), avyzryatI XL, FEE SWICK2EMOR, sFE8E

Keywords : Plato, Politeia, conventionalism, justice, founding the city in speech, poetry and philosophy
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Design of Vision and Information System for Value Creation and Manufacturing
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Abstract

Innovation can be understood as the fusion of two opposing concepts. For example, (1) Part and Whole, (2)Theory and
Practice,(3)Ideal and Reality, etc.. Accordingly, actual innovation is accomplished by fusion of cost reduction activity and
brand strategy activities. Until now, Japan's management activities have mainly focused on kaizen and cost reduction, but
interest in management activities has come to consider not only onsite activities but also strategic activities. Although
"Product” itself was the target of design in conventional manufacturing, the target of manufacturing has changed from
"product” to "production process" and "customer satisfaction”. In this paper, the fusion of innovation and improvement is
discussed. The “control” is two-dimensional space composed of two axes of physical manufacturing flow and management
resources. On the other hand, the “management” can be thought of as a three-dimensional space consisting of three
axes of vision, manufacturing flow and management resources. From these points of view, this paper proposed a PDCA

approach on manufacturing and value creation vision , information system design method.

F—U—F PDCA, 7L AU X)b—, AHP, #ET%, BSP, 4mEM
Keywords : PDCA, Break-through, AHP (Analytic Hierarchy Process),, Industrial Management, BSP (Business System
planning)., IE(Industrial Engineering)
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The Current Situation and Issues of Studies on Kyosei’ Society
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Abstract

This paper describes the current situation and issues of studies on kyoses (conviviality) society through examining the
research of the Association for Kyoses Studies and their problems. In the annual conference for the 10th anniversary
of the association, the members discussed the current status and issues for advancing the study on kyoses society.
The special edition of the association’s journal containing the discussion above and the two books as commemorative
publication (Kyosei Society 1 ,11) are the latest products of the association. Based on the above, this paper investigates the
studies of Shuji Ozeki, Sumio Kameyama, Yoshio Yaguchi (they have led the association so far), and presents the future

issues of studies on Ayoses society.
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Study of the conceptions of modern state in "Kenpo soko hyorin"(Comment on the Draft of the Constitution)
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