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Engagement Symposium 

“Toward a Sustainable Value Creation by Companies and Investors 

–Putting Stewardship in Action–” 

(Meeting Minutes Summary) 

 

1. Overview 

 
The Purpose of this symposium was explained by members of the Corporate 

Reporting Lab and Working Group on Forum of Investors (hereafter “CRL/WGFol 

members”).  

 

Ordinarily, when companies and investors conduct a dialogue and engage each other, the 

session is not open for the third parties. However, we attempt to show a live dialogue to large 

number of attendees of this symposium. That is one of our objectives. Recently, the question of 

“what constitutes high-quality dialogue between companies and investors” has become a point 

of discussion and today we wish to offer one model. The handout, titled “Fruitful Engagement 

between Company Management and Long-term Investors,” is actually a questionnaire that 

compiles central issues that emerge when there is such dialogue. Consequently, today’s 

discussion will follow the questionnaire’s format. 

 

The other objective of this symposium is to present a vision of a forum that allows investors to 

exchange opinions with each other. Japan’s Stewardship Code and the Ito Review contain 

recommendations on creating a forum for investors to exchange opinions. In response, the 

Working Group on Forum of Investors set up under the auspices of the Corporate Reporting Lab 

has begun reviewing the significance of and conditions for creating such a forum. Today, the 

announcement to launch an “Investor Forum” that creates opportunities for this kind of opinion 

exchange is our second objective.  

 

2. Live “Purposeful Dialogue between Companies and Investors” 

 

In order to clearly distinguish today’s discussion from a regular investor relations meeting, 

questions concerning detailed figures or specific business operations is avoided and we instead 

focus on the management decision-making process, including management’s vision, business 

models, and underlying strategies. We strive for two-way dialogue. The following were 

messages from individual companies that emerged from our joint efforts.  
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2.1 Mr. Masanori Koguchi, Mitsubishi Heavy Industries, Ltd. (Senior Vice President, 

Senior General Manager, Business Strategy Office) and CRL/WGFol member 

Impetus for tackling reforms  

Over the previous 18 years, sales have remained flat at approximately 3 trillion yen. This was 

largely because of our mainstay products competing in a mature industry, the not-invented-here 

syndrome affecting our technical staff and organizations, and the first-mover advantage of our 

competitors due to globalization. We therefore began substantive reforms as outlined in our 

2010 business plan after being confronted with the impending possibility that our company was 

losing its relevance. 

 

Our reforms relied on two elements. First, the transformation of our business structure: shifting 

from manufacturing site based federated management style to 4 business domain-oriented 

management, and allowing strategic business units (SBUs) to make management decisions. 

The second was strategically evaluating our SBUs. By objectively evaluating our SBUs utilizing 

large amounts of data, we categorized our businesses based on clear standards, grouping them 

into “New,” “Growth/Maintain,” “Reform,” and “Downscale/Withdraw.” After we launched this new 

evaluation system on a trial basis in 2010, our free cash flow improved from 2010 to 2013, 

which allowed us to reduce our interest-bearing debt.  

 

Reforms focused on ongoing transformation 

Following years of poor performance, we became very concerned given our diminished financial 

capability, and it is from this sense of crisis that we moved forward with reforms. This did not 

mean once our fiscal condition recovered, our reforms would end; we continue to transform our 

businesses. Rather than one particular objective, we sought to maintain the cycle of 

“growth/maintain,” “reform,” “downscale/withdraw,” and “new.”  

 

Secret to reforms 

Although it is important to be willing to undertake challenges as long as customer needs exist, 

our motivations were most likely not sufficiently objective. However, we have increased our 

success ratio while reducing business risk by putting in place a framework that encourages 

rational decision making – this framework helps us to exploit our internal resources and external 

options by taking advantage of the increased visibility made possible by data analytics and 

evidence-based management reforms.  

 

Instilling concepts at the operational level 

In order to instill a concept, it is important to produce tangible results. At MHI, we realized that, 
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in the short term, we could achieve a visible improvement in our performance by generating 

positive free cash flow from a stronger balance sheet: After our free cash flow, which was 

negative in FY2009, turned significantly positive in FY2010, and remained positive in 2011 and 

2012, our reform initiatives suddenly gained conviction. By demonstrating tangible 

achievements, we get buy-in from members of management and employees that our changes 

were for the better. 

 

Still, our business processes remained unchanged and not yet up to global standards, so 

reforming our business processes is up on the agenda for our business plan.  

 

Significance of dialogue with investors 

It is essential to have frank discussions with the outside world. We invite investors to give us 

their opinions, criticisms, and proposals. This works best when they address general issues 

rather than make specific proposals. We will take their proposals into account. We welcome new 

information, specifically as it relates to comparison with other companies and/or critical thematic 

trends.  

 

Investors’ objectives and a company’s objectives and values do not always align, but there are 

occasions when our interests overlap. It is critical to understand how to incorporate 

shareholders’ opinions and how to explain our business values. Of major importance is explicitly 

laying out our concepts. This is the responsibility of our CFO and IR personnel.   

 

2.2 Mr. Mitsuru Takahashi, Fuji Heavy Industries, Ltd. (Director of the Board, Corporate 

Executive Vice President) and CRL/WGFol member  

Mid-term management vision aiming for sustainable growth 

Sales and operating profit margins have risen sharply over the past two to three years. This 

gave us the idea for our new corporate vision for 2020, “Prominence 2020,” which calls for a 

company that is “not big in size, but a high-quality company with distinctive strengths.” “Not big 

in size” means that our objective is not simply to expand the size of our businesses. “With 

distinctive strengths” means we will not rely on a full-line manufacturing strategy to compete, but 

instead specialize in fields in which we have a competitive advantage. Finally, “a high-quality 

company” implies exactly what the words suggest, a company that stresses higher profit 

margins over the size of profits.  

 

Balancing greater financial performance and capital efficiency  

I believe management is obligated to adequately explain shareholder return and investment 
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policies. While our financial structure has improved considerably, Fuji Heavy Industries (FHI), 

which does not have sales finance operations, still has a weak financial profile. Furthermore, as 

when we face challenges as 2020 approaches, I believe there are significant risk factors, such 

as more stringent environmental regulations. Mitigating these risks will require a certain amount 

of shareholder’s equity, and we plan to maintain ROE at an adequate level while increasing 

internal reserves.  

 

Secret to strong profitability  

Our present profitability is being driven by our high factory utilization rates. Consequently, 

management’s core function is to gradually enhance productivity without allowing utilization rates 

to slip. We are always conscious of our utilization rates when increasing capital expenditures.  

 

Learn from previous mistakes 

Throughout our history, we posted major losses twice, and each time the reasons were different. 

The first time was because we mistakenly thought our products were selling but actually it was 

because of the weak yen; this lapse actually prompted us to more carefully examine the needs 

of our customers. The second time was due to Lehman Shock, at which time we thought our 

funding pipeline would suddenly dry up. Certain financial lessons, such as the necessity of 

having a financial buffer, became engrained in our psyche. Still, while past lessons are important, 

it is just as important to recognize that circumstances change and not remain chained to the 

past. 

 

Proactive approach to create dialogue with shareholders  

Our CEO is very enthusiastic when it comes to communicating with shareholders; he tries to 

digest shareholders’ opinions and incorporates them in the management process. For example, 

I note that our stock price is six-to-seven times higher than it was three years ago. Our 

management is aware that the company must be managed in a way that attracts shareholders 

and causes our stock price to rise. Therefore, even though our stock price has risen from 600 

yen to 4,000 yen, we are cognizant that 4,000 yen is simply a starting point for shareholders that 

bought the stock at that price. Furthermore, the external corporate auditor with experience as a 

securities analyst gives us market-oriented feedback. His opinions allow us to understand the 

market’s expectations. He serves a critical function as he, effectively, allows us to engage in 

dialogue with the financial markets almost every day. 

 

Significance of dialogue with investors 

Investors tend to focus on relatively short-term earnings trends. FHI is enjoying strong earnings, 
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and many questions and opinions now concern whether we can generate even better earnings. 

However, it is during periods of earnings growth that discussions of downside risks become 

crucial. 

 

Hearing today’s dialogue concerning management discipline, I realized that there are still certain 

areas of our operations where we have tried but not yet established management discipline. I 

also realized that, though it might not be easy, there are certain concepts that we can instill in 

management. Discussions similar to the one we are having today, which focus on mid-to-long 

term issues, are extremely meaningful for our management. 

 

3. Explanations and, Questions and Answers regarding the Forum of Investors 

 

First, the task force members provided an explanation of the Forum of Investors.  

 

The Working Group on Forum of Investors was set up as part of METI’s Corporate Reporting 

Lab, and from 2014 six volunteers discussed the concept of an investor forum. We will explain 

one model of an investor forum that emerged from our discussions. It is possible that several 

different investor forums are formed to serve specific functions.  

 

A forum where institutional investors can gather generally serve three functions: (1) information 

dissemination function, whereby investors’ opinions are summarized and presented to 

management, (2) education function, which enhances the level of knowledge and thinking of 

institutional investors, and (3) coalition formation function, which supports the collaborative 

activities of institutional investors as observed in the U.K.. Among the above three, our model 

emphasizes the information dissemination function. We strive to persistently engage in dialogue 

in order to instigate changes that originate within the company and, by supporting this process, 

promote corporate growth. The “Forum of Investors” we envision will incorporate the following 

management policy.  

 

The participants are individuals that have a strong interest in promoting long-term corporate 

growth. We welcome the participation of individuals who have investment experience at 

institutional investors or asset management firms and who would like to contribute to enhancing 

the mid/long-term value of Japanese companies and strengthen Japan’s capital markets. All six 

of us possess these qualifications.  

 

Some participants proposing topics will call the Forum of Investors, and those interested will 
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conduct discussions. Items for discussion will be reviewed by an organization such as a steering 

committee, and judged in terms of general relevance and possible market implications. 

Problems specific to individual companies will not be addressed. Conclusions the participants 

reach following discussions will be released as those of the “Forum of Investors.” 

 

The “Forum of Investors” is also meant to serve as a contact point for companies. We will 

accept questions and consider issues for discussion. Information will be disseminated following 

discussions among participants. There are no plans to facilitate meetings between individual 

companies and investors.  

 

Questions from the floor were accepted, and the CRL/WGFol members responded.   

 

(Question) 

Isn’t improving the quality of investors a major issue? The quality of individuals involved in 

dialogue is extremely important. Please explain your opinion on this issue. 

(Answer) 

We have not ignored the issue of improving investors’ quality. There have already been quite a 

few research and study groups with the purpose of enhancing the level of knowledge and 

thinking among investors. But if we do not release an opinion, then there will be no development 

further on. Our discussion should aim at forming a consensus among investors, and the quality 

of participants will be enhanced with a goal in mind of announcing such consensus to the public. 

 

(Question) 

The capital market is a world of information asymmetry, which means some people receive 

information ahead of others. Do you mind commenting on the issue of information asymmetry 

that relates to the dissemination of information by the Forum?  

(Answer) 

Discussion items should have general relevance. We have not contemplated disseminating 

information on any particular company. Participants will not be able to acquire special 

information that can be used for profit.  

 

(Question) 

Dialogue is stressed in the concept of stewardship. That said, after the release of the Ito Report, 

it appears that readers of the report have become focused on ROE and other quantitative data. 

Do you agree with this assessment?  
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(Answer) 

If you read the Ito Review carefully you will understand that corporate value cannot be assessed 

by quantitative measurements. Still, there is some truth to your statement as dialogue is prone 

to focus on short-term performance. I would like this tendency to become slightly more balanced, 

which is our approach.  

Furthermore, there is a perception gap between investors and companies. There are times 

when the parties misinterpret each other’s intentions even though they are using the same 

words. If we speak frankly with each other, then despite the short-term perception gap, we may 

discover areas where our values converge over the long term.  

When we speak of stewardship, there is a tendency to emphasize the responsibilities of 

investors. But looked from a different angle, stewards are for companies. Companies should 

strive to identify good stewards that benefit them.  

 

(Question) 

Will the names of individuals and organizations be kept completely confidential at the Forum of 

Investors? 

(Answer) 

Opinions will be released using the name of the Forum of Investors. As we would like the forum 

to be a place where participants feel free to exchange views, consideration will be given to 

individuals wishing to keep their name or the name of their company anonymous. Our starting 

point is the hope that the capital market serves its function and that we can contribute to the 

creation of sustainable corporate value.  
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