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Abstract 
 
The objective of this paper is to identify what characteristics of a firm attract the large 

sovereign wealth fund investing in Japanese shares and to examine the possible impact on 

the target share performance. The focus of this paper is on the sovereign wealth fund ranked 

as the fifth largest shareholder in the Tokyo stock market whereas the previous literature 

usually uses the aggregated data of various sovereign wealth funds investing in many host 

countries. Using the sample firms from the top 500 companies in the Tokyo market from 

2008 to 2013, the panel data analysis shows that the SWF prefers relatively small value 

shares with high ROE from the large cap market index. The analysis also provides little 

evidence of superior returns of the target firms, suggesting no impact on these target firms. 

All in all, the investment strategy and subsequent impact of the SWF in Japan should not 

cause concerns around political interference.       
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Introduction  

A mysterious account coded “SSBTOD05 Omnibus” is the fifth largest shareholder in Japan; 

If the top two trustee accounts are excluded, SSBTOD05 Omnibus is the third largest 

shareholder in the Japan stock market. Nevertheless, little is known about the account itself 

despite the distinctive size of investment in Japan. News media has speculated that the 

account belongs to China’s sovereign wealth fund, on the ground of the substantial size and 

the inception of the account, which coincided with the launch of China Investment 

Corporation in 2007.  

 

Since the inception in 2007 when the account name appeared as one of the large 

shareholders list of 54 firms, their holding asset has increased ten-fold. As of the end of 

2013, the account invests in more than 192 Japanese listed firms and the value of its 

shareholding exceeds 5 trillion yen ($48 billion).   

 

Based on the popular claim that the account is part of a large sovereign wealth fund, the 

purpose of this research is to identify their underlying investment strategy and investigate the 

performance of the fund’s investment. The key findings are: first, the investment strategy of 

this individual SWF is not unusual, preferring relatively small and value shares; second, the 

performance of the SWF’ portfolio is mediocre in that there is no evidence of their superior 

return.   

 

These findings are inconsistent with the previous literature. The possible reasons for the 

different findings and hence contributions to the existing literature are threefold. First, much 

of the extant literature uses aggregated data of sovereign wealth funds (SWFs). However, 

the approach with consolidated (multiple) SWFs data does not correspond to the claim that 

SWFs are heterogeneous in terms of source of fund and investment objective.  This research 

focuses on a single large SWF account shedding light on the underlying investment strategy 

by a SWF in a host country’s stock market.  

 

Second, one of the common concerns about SWFs is their low transparency concealing their 

motivations behind investment. Except for a few funds such as the Norway Fund, SWFs 

provide limited disclosure of their transactions, making analysis difficult. In this light, most of 

the empirical literature tends to use data compiled from financial news and periodical 

publications. Manual data collection is a conventional method for matching investment and 

investor. Consequently, it is inevitable to see that the sample data for the same SWF is 

sometimes inconsistent with the existing literature. In contrast, the data used for this 

research is based on the annual financial reports submitted by Japanese listed firms. 
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Required by law, the audited reports contain the names of large shareholders and their 

shareholdings. Therefore, the data set for this empirical study is more accurate and reliable 

than those used in many studies in the SWF literature.  

 

Thirdly, much of the literature uses the data before or immediately after the financial crisis 

whereas the data for this study contains the post-financial crisis period, e.g. 2008. The use of 

more recent data becomes indispensable for two reasons. Firstly, SWFs may change their 

investment strategies since the financial crisis. In the wake of the financial crisis, some of the 

large SWFs significantly invested in financially distressed firms emerging as white knights. 

However, their investments have resulted in considerable losses to date and the SWFs have 

learned some lessons from the experience. Secondly, most empirical studies exclude the 

Chinese SWFs because the inception of the China SWF is relatively recent- in 2007 

compared to other large SWFs. 

 

Finally, this study contributes to the literature on the behavior of foreign investors in the stock 

market of a host country. The topic has attracted a great deal of attention due to increased 

capital mobility across borders. Japan provides a fertile ground for investigating this topic 

because foreign investors have become one of the dominant shareholder groups. The 

foreign share ownership in the Tokyo Stock Market has increased from 8% in 1994 to 30% in 

2013. Foreign investors also account for more than 60% of daily transactions in the Tokyo 

Stock Market. Nevertheless, there has been few recent studies about the behavior of foreign 

investors in Japan since Kang and Stulz’ study (1997). For those investing in Japanese 

shares, analysis of foreign investors that invest an unprecedented size of money into the 

market should be a matter of great interest.            

 

Background and review of literature  

Whilst several definitions are possible for SWFs (See for example Turman; 2008, and 

Blundell-Wignall et al; 2008), SWFs have the following distinctive features / characteristics 

compared to other institutional investors. The most obvious one is that SWFs are ultimately 

owned by governments but they are not controlled by the central banks nor finance 

ministries. They are also different from pension funds and central banks in that SWFs usually 

have no liabilities. Their sources of fundings come from surpluses generated from exporting 

natural resources or from foreign trade. The next salient characteristic is the secretive 

investment behavior common to many SWFs. Despite the fact that the size of SWFs is 

usually much larger than other institutional investors such as hedge funds, private equity 

funds, and insurance funds, disclosure of SWFs’ holdings is rather limited. The amount of 

controversy surrounding SWFs is partly attributed to the limited disclosure practice of SWFs.  
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SWFs are not new institutional investors at all. For example, the Kuwait Investment Authority, 

Singapore’s Temasek, and BIA Brunei Investment Agency, were set up in 1953, 1974 and 

1983 respectively. These funds have been active investors in the global capital markets. It 

was the financial crisis of 2007-09 when sovereign wealth funds started attracting much 

more attention and criticism than before. As SFWs helped out financial firms in need by 

buying their shares, their rescue investments were welcome at the initial stage. 

Nevertheless, some politicians and journalists in the host countries often raised concern over 

the influence of the SWFs on the firms they invested in.  

 

The heart of the ongoing debate is whether investments by SWFs are for pure financial 

returns or for political ends. There are completely differing views on the inquiry. The one view 

is that as SWFs are part of sovereign governments it is hard to imagine that they do not have 

any political motives in overseas investment (Turman, 2008). The opposite view is that their 

investments are for purely commercial purposes, e.g. achieving a high return given risk 

profile (Magginson et al, 2013). The aim of this research is to address this controversial and 

disputed topic by analysing one of the large SWFs investing in stocks listed in Japan.      

 

Prior studies  

A number of empirical articles attempt to identify objectives of SWFs’ investments from two 

dimensions. The first group of researches focuses on characteristics of shareholding by 

SWFs. The second stream of articles investigates any changes with regard to companies 

that SWFs invested in. The latter group is of use to understand the objectives of the SWF 

investment indirectly. In the literature some papers contain both analyses whilst the others 

deal with one of these analyses.   

 

The findings from the first stand of literature are not united / mixed.  Some researchers report 

unique preferences of SWFs investments toward stock selection. The others do not find any 

preferences of the SWFs’ investment differing from other institutional investors. Hence, the 

political motives behind the SWF investment are inconclusive in the empirical literature.   

 

There are two research dimensions streams. The first stream is to investigate characteristics 

of firms that SWFs invest in.   The other stream examines the performance of the SWF 

investment. Both streams help to answer the policy debate of the impact of and motives of 

SWF investment.       

 

Chhaochharia and Laeven (2009) are two of the early researchers carrying out empirical 
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studies on SWFs. They find that SWFs tend to invest in industries that are not a significant 

presence in their home countries. They also reveal that SWFs invest more in countries 

where they have similar religious backgrounds. Their findings suggest that SWFs invest in 

stocks not necessarily from a profit maximization perspective. More recently Bernstein et al 

(2013) observe political influences over the SWF investment strategy. They report that when 

politicians involved in SWF’s management, the funds prefer domestic to international 

investment and they are more likely to invest in industries with high PER ratio. Such a trend-

chasing strategy is inconsistent with the profit maximization strategy. Both studies indicate 

that SWFs pursue politically mandated investment rather than financially oriented 

investment.    

 

In contrast, Avendano and Santiso (2011) and Kotter and Lel (2011) reach a different 

conclusion, finding little evidence of non-financial motivations behind the SWFs investment. 

Avendano and Santiso (2011) investigate SFWs’ investment strategy by comparing the 

investments by SWF with those by Mutual funds. They use the standard investment criteria 

for stock selection such as PER, PBR, Dividend Yield, momentum, and beta, finding no 

significant difference between the two institutional investor groups. More notably, when they 

compare the two groups at the industry sector level, SWFs have more diversified portfolios 

than those held by the mutual fund counterpart. Kotter and Lel (2011) also provide evidence 

that SWFs tend to invest in financially distressed firms, cash constrained firms, and large 

multinational firms in economically developed countries. They argue that as other institutional 

investors pursue these preferences for their investment, SWFs are not necessarily unique in 

terms of their preference for stock investment.  

 

Dyck and Morse (2011) expand upon preceding research by using the variables for financial 

investment criteria and a state’s industrial policies. Their results show that both types of 

variables explain the investment objective of the SWF portfolios.      

 

The next strand of literature examines consequences of the SWF investment on target firms 

so as to shed light on underlying objectives of the SWFs investment. A traditional approach 

in the literature is to conduct stock performance analysis of target firms (Chhaochharia and 

Laeven, 2009; Dewenter, et al, 2010; Kotter and Lel, 2011; Knill et al, 2012; Bernstein et al, 

2013; and Fernandes, 2014).  

 

Chhaochharia and Laeven (2009), Dewenter, et al (2010) and Kotter and Lel (2011) share 

the evidence that stock investments by the SWFs show abnormal returns for a short run, i.e. 

immediately after the investments but the superior return is not sustainable over the long run. 
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Bernstein et al (2013) find that the performance of SWFs with political connection tends to 

deteriorate with regard to the price-to earnings ratio. A study by Knill et al (2012) who use the 

risk-adjusted performance measures provides evidence similar to the preceding papers. 

They find that the stock price volatility of target firms increases after the SWF investment but 

the subsequent return does not increase enough to compensate the increased risk.     

  

Whilst a number of the preceding scholars use stock price return from target firms as the 

basis of performance, Fernandes (2014) employs the accounting based performance 

measures such as Tobin’s Q, ROE, ROA, and EBITDA/Assets. His results are partially 

inconsistent with those from the prior papers in that his main analysis shows the positive 

relationship between the degree of the SWF shareholding and the value of firms that the 

funds invest in. His finding also reveals that performance of firm improves after SWFs invest 

in firms.    

 

The main reasons for the inconclusive results in the literature are at least threefold. First, 

most studies in the SWF literature have not explicitly dealt with the heterogeneity within the 

SWF group. One extreme example is the Norwegian Global Fund. The fund is well-known as 

the most transparent SFW (Truman, 2011) and it employs the passive, i.e index investment 

strategy. At the other end of the spectrum is UAE’s Istithmar World (Abu Dhabi). The fund 

shows the lowest transparency score in the SFW group (Truman, 2011) and its investment 

strategy is not in the public domain. Whilst many authors claim that SWFs differ in terms of 

their disclosure policies, sources of fund, and investment objectives (Kunzel et al, 2011; and 

Megginson and Fotak, 2014), only a few papers make attempts to differentiate between 

various different characteristics of SWFs (Dewenter et al, 2010; Dyck and Morse, 2011; and 

Bernstein et al, 2013).  

 

Second, differing results in the literature are attributable to variations in terms of data 

collection and coverage. For example, some authors construct the sample data set by using 

a key word function with numerous databases such as the Factiva database, and financial 

newspaper articles. The others utilize the database from the SWF institute and the 

FactSet/LionShares to assemble the data. 

 

The third reason is also related to the data collection. Some studies have limited themselves 

to studying the pre-period of the 2008-2009 financial crisis. As the global financial crisis 

caused significant losses in SFWs investment, Kunzel et al (2011) argue that many SWFs 

review their investment strategies. Hence, the findings in the SWF literature may depend on 

the sample period selected and the sample period of 2008-2009 is likely to have some 



7 
 

impacts on the findings in the SWF literature. The issue of the sample period deserves 

emphasis in the context of the China SWF, China Investment Corp. (CIC) in that the funds 

were launched from September, 2007 and the asset under management increases to $575 

billion in 2014.  

 

This research advances the literature in the following manners. First, the study focuses on 

stock investments by one large SWF in a host country’s stock market. To the best of my 

knowledge, this is the first study to provide in-depth analysis on individual shares held by a 

single large SWF. Second, the company information and shareholder data used for the study 

is compiled from the Nikkei NEEDS. The sample period is from March 2008 to March 2013, 

including the financial crisis period of 2008-2009 and recent rally from November 2012 to 

2013.     

 

Data Collection and Description   

The data source used for this research is the Nikkei NEEDS database purchased from Nikkei 

Europe. The Japanese financial database contains various historical data for all listed 

companies in Japan. The database is compiled from annual reports of companies listed in 

the Tokyo Stock Exchange (TSE). Data such as foreign sales is also collected from 

Datastream as the supplement to the Nikkei Data. The sample period is from April 2008 to 

March 2013. The sample companies are limited to the top 500 companies in the TSE from 

the regulatory and liquidity perspectives. First, the Financial Instruments and Exchange Act 

requires any persons who obtain more than 5% of the outstanding shares of a Japanese 

listed company to submit the Large Volume Shareholding Report within five business days. 

Institutional investors, specifically foreign investors tend to avoid such administrative and 

regulatory burdens. Next, investment in smaller companies is problematic for large 

institutional investors given the limited liquidity of the small companies and significant size of 

investments by SWFs. Therefore, there should be little economic incentive for large foreign 

investors to invest in small companies in Japan unless their ultimate objective is to acquire 

these companies.  

 

Table 1 compares the fund in question and the market index of the TOPIX 500 in terms of the 

number of firms, average size, and total size of the firms. It is apparent that there has been a 

significant increase of the fund’s investment into the large Japanese firms since 2008. The 

fund invests in almost 4 out of 10 large firms constituting the top 500 stock index in Japan 

whilst the amount of the investments reaches no less than 1`% of the market index. These 

figures confirm the fact that the fund increases its presence in the Tokyo stock market.  
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Table 2 reports the industry sectors of the target firms in which the fund invests from 2008 to 

2013. If the last two rows; the sectors of the fund’s target firms and those of the stock index, 

are compared, no clear difference is observed. This suggests that there is no strategic 

investment into certain industries such as banking and telecommunications, which are sorted 

into sector 8 and 9 respectively. The observation is consistent with Megginson et al (2013) 

but inconsistent with Chhaochharia and Laeven (2009).         

 

Table 3 provides average characteristics of target and non-target firms, dividing the sample 

data into Panel A, B, and C in terms of the standard investment ratios, key firm 

characteristics and corporate governance proxies respectively. A few observations from 

Table 3 are worth emphasis. First, the fund appears to have a preference for firms with 

relatively high price volatility and debt ratio. The volatility of the average daily return in Panel 

A is higher for the target group than that for the non-target group. The result agrees to some 

extent with the finding of Piccioni, et al (2012) who use beta as risk proxy. Panel B shows 

that the fund prefers the firms with relatively higher debt ratio. Such a financial risk 

embedded in the target group helps explain a relatively high level of ROE for the target group 

observed in Panel A. Next, Panel C shows that the fund has a preference for firms with more 

independent directors and less cross-shareholding. In this light, the target group moves from 

the traditional governance system in Japan to the new governance system in common with 

many listed companies in the U.S. However, given the static nature of the data set, these 

observations do not prove the causal relationship between the SWF and characteristics of 

target firms. The issue is complex and further analysis will be presented in the following 

sections.  

 

Multivariate analysis  

The following research questions are useful to understand the investment behavior of the 

SWF in Japan; (i) what are determinants of the SWF’s investment in the listed Japanese 

firms, (ii) how the portfolio of the SFW differs from the stock index i.e the topix 500, and (iii) 

how the SFW differs from the other foreign investors To test these questions, the panel data 

method with fixed effect is selected for empirical analysis as the sample data consists of the 

large Japanese firms listed in the Tokyo Stock Exchange. The basic framework for the 

models used is as follows;   

 

The investment of the SWF in firm i in year t =  

ƒ (investment ratios, characteristics of firm i in t (or t-1 ).  

 

The three research questions are explored with three models. Each model has a different 
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dependent variable. In Model 1, the investment of the SWF in firm i refers to the value of 

investment by the fund in an individual firm i in year t . The explanatory variables for Model 1 

are the one-year lagged variables. The assumption is that the investment decisions are 

made based on data from the preceding year.        

 

In Model 2, the dependent variable is the difference between the weight for firm i in the 

market index and the weight for the firm i’s share in the SFW’ portfolio in year t. The 

dependent variable is a proxy for the over or underweight investment of the fund for a firm i, 

relative to the Topix 500 index. To take an example, the fund allocates its asset of 5.1% to 

Honda Motors in 2010 whilst the firm’s share accounts for 2.4% of the Topix 500 in 2010. 

This means that the fund takes the overweight position on the Honda share compared to the 

market index. Panel A in Table 4 shows summary statistics where the sample firms are 

limited to the target firms that the fund invests in. It is apparent that as the number of target 

firms increases, the range of the over and underweight decreases until 2013.            

 

In Model 3, the dependent variable is defined as the proportion of the fund’s shareholding of 

firm i over the total shareholding by foreign investors. For example, the fund’s shareholding 

of Toshiba Corporation accounts for 9% of the total holdings by foreign shareholders in 2013. 

The variable is designed to reflect the fund’s preferences relative to other foreign 

shareholders. Panel B in Table 4 presents summary statistics of the variable. As the fund 

increases the amount of its investment and number of target firms in Japan, the presence of 

the fund within the foreign investor group also increases. On average, almost 3% of the 

foreign shareholders’ investment is attributable to the fund’s investment. It is also interesting 

to note that maximums in the summary table after 2009 exceed 20%. This means that for 

some target firms, the fund becomes the dominant investor within the foreign shareholder 

group.   

 

Results 

The first column in Table 5 shows the result of Model1 explaining the size of the fund’s 

investment into a target firm i in year t. The four coefficients, PBR, ROE, Size and Cross-

shareholding, are statistically significant at the 5% level and they are -1,381.37, 94.99, -

2.470, and -475.83 respectively. These coefficients indicate that on the one hand the level of 

investment by the fund into a target firm increases as ROE increases. On the other hand, the 

size of investment decreases as PBR, Size, and Cross-shareholding increase. These 

coefficients suggest that the fund’s investment strategy is to pursue small “value” stocks with 

high ROE within the large firm category. Also the fund tends to avoid firms with high cross-

shareholdings.  The strategy does not appear to be unusual compared to that of other 
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institutional investors.  

 

The second column in Table 5 shows the fund’s investment style relative to the stock index, 

the Topix 500. The coefficients PBR, independent director ratio, and cross-shareholding are -

87.83, -1.07, 7.89 respectively and they are significant at the 5% level. The negative 

coefficient of PBR indicates that compared with an index track fund, the SWF tends to hold 

shares with lower PBR, i.e, value stocks. A particular curiosity of the latter two coefficients, 

the independent director ratio and cross-shareholding is that the SWF appears to be less 

concerned with the corporate governance elements. Fewer independent directors and 

control through cross-shareholdings are often considered as indications of weak corporate 

governance systems.  

 

The third column in Table 5 shows the estimates of the SWF’s preference in comparison to 

that of other foreign shareholders. The results from Model 3 are consistent with those in 

Model 1. There are five statistically significant coefficients; PBR, ROE, Size of firm, 

independent director ratio, and cross-shareholdings. The directions of these coefficients are 

similar to those in Model1. The results indicate that the SWF tends to hold shares of firms 

with lower PBR, higher ROE, smaller market capitalization, more independent directors, and 

less cross-shareholdings.  

 

Post-investment return relative to the index 

This section focuses on the investment return of the target firms after the SWF’s investment. 

To this end, the annual returns of firm i in years (t+1), (t+2), and (t+3) are regressed on the 

dependent variable used in Model 2. That is the difference between the weight for firm i in 

the market index and the weight for the firm i’s share in the SFW’ portfolio in year t. The 

regression model is used to assess whether the overweight on target firms’ shares lead to 

higher returns in the following years. Table 6 reports the result from the analysis, showing 

that no coefficients of the post investment returns are statistically significant. The result 

indicates that the SWF’s portfolio does not yield a higher return than the market index.   

 

 

Conclusion  
The sovereign wealth funds have increased their presence in the capital market and raised 

concerns about their investments especially from the perspective of the host countries. A 

central issue is whether investments by the SWFs are politically motivated and subsequently 

their investments have some impacts on the target firms.  This paper seeks to answer these 

controversial questions by studying a single large SFW investing in Japanese firms listed in 
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the Tokyo Stock Exchange. The panel data analysis reveals that the SFW prefers relatively 

small and value shares with higher ROE from the sample group of the large firms. Such 

preferences are not unusual as investment strategy, suggesting few political motives for 

investing in the Japan firms. The further analysis also finds little evidence that the return of 

the target firms has improved after the SWF’ investment.  These findings indicate that the 

concern about political interference related to the large SWF is unjustified.   
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Table 1: Description of the investment account of “SSBTOD05 Omnibus”  

 

Table 2: Distribution of Industry Sectors  

Year / Sector Sector 

0 

Sector 

1 

Sector 

2 

Sector 

3 

Sector 

4 

Sector 

5 

Sector 

6 

Sector 

7 

Sector 

8 

Sector 

9 

2008 0 0 4 29 2 6 4 7 1 1 

2009 0 0 5 39 2 8 5 7 1 1 

2010 0 0 6 48 5 12 6 8 3 1 

2011 0 0 8 108 6 20 16 26 6 1 

2012 0 0 9 133 8 24 17 28 6 3 

2013 0 0 8 108 7 21 13 26 5 4 

Benchmark (Topix 500) as 
of 2013 

1 2 18 261 13 56 52 61 11 16 

 

Table 3: Average Characteristics of Target and Non-Target Firms (Continued)  

 
2008 2009 2010 2011 2012 2013 

Panel A 

      The number of target firms (N) 54 68 89 191 228 192 

Investment Value (Total) 
         

610,446  
         

795,620  
      

1,319,555  
      

2,705,936  
      

3,219,992  
      

4,392,110  

Investment Value (Average) 

           

11,305  

           

11,700  

           

14,826  

           

14,167  

           

14,123  

           

22,876  

Average shareholding (%) of the 
outstanding shares 

               
0.79  

               
0.92  

               
1.08  

               
1.37  

               
1.60  

               
1.60  

 

Panel B 
      Total Sample Firms (N) based on the 

Topix 500 Index 489 494 489 492 493 491 

Total Sample Firms (Market Value) 

  

343,000,914  

  

281,657,675  

  

290,491,393  

  

255,111,317  

  

225,657,630  

  

343,681,767  

Target Firms Over the index (N)  11.04% 13.77% 18.20% 38.82% 46.25% 39.10% 

Target Firms Over the index (Value) 0.18% 0.28% 0.45% 1.06% 1.43% 1.28% 

Panel A  2008 2009 2010 2011 2012 2013 

Target Firms (N) 54 68 89 191 228 192 

Non-Target Firms in the Index  435 435 435 435 435 435 

       PER 
      

 Target Firms 

                   

35.96  

                

127.59  

                

100.00  

               

30.09  

               

25.59  

                   

25.68  

Non-Target Firms 
                   

28.68  
                   

24.80  
                   

36.27  
               

25.22  
               

15.60  
                   

28.94  

       
Dividend Yield (%) 

      

 Target Firms 

                     

1.20  

                     

2.45  

                     

2.40  

                 

1.98  

                 

2.00  

                     

1.74  

Non-Target Firms 
                     

1.15  
                     

2.24  
                     

2.12  
                 

1.83  
                 

1.91  
                     

1.75  

       Price Book Ratio  

      

 Target Firms 

                     

2.02  

                     

1.20  

                     

1.25  

                 

1.27  

                 

1.29  

                     

1.39  

Non-Target Firms 

                     

2.16  

                     

1.13  

                     

1.15  

                 

1.34  

                 

1.24  

                     

1.44  

       Average return (%) per day     

      
Target Firms 

                  
- 0.14  

                   
-0.11  

                     
0.12  

                 
0.01  

                -
0.03  

                     
0.18  

Non-Target Firms 

                  

- 0.13  

                   

-0.06  

                     

0.11  

                 

0.01  

                -

0.01  

                     

0.16  
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Table 3: Average Characteristics of Target and Non Target Firms  (Continued)  

 

 

 

 

 

 

 

 

 Panel B  2008 2009 2010 2011 2012 2013 

Target Firms (N) 54 68 89 191 228 192 
Non-Target Firms in the Index  435 435 435 435 435 435 

       
Market Capitalization  

      

Target Firms 

          

1,468,695  

          

1,358,086  

          

1,434,926  

          

906,792  

          

769,652  

          

1,270,775  

Non-Target Firms 
              

606,187  
              

444,385  
              

406,958  
          

272,140  
          

189,347  
              

333,422  

       Return on Equity (%) 

      Target Firms 10.05 -0.12 4.66 7.38 5.77 6.55 

Non-Target Firms 9.93 1.13 3.84 6.89 7.28 7.76 

       

Debt to Equity Ratio   

      Target Firms 61.41 61.75 60.78 59.54 58.39 58.32 

Non-Target Firms 55.42 56.17 55.28 53.22 53.13 52.48 

       Foreign Sales (%)  

      

Target Firms 29.64 31.24 27.42 25.68 26.95 27.49 

Non-Target Firms 22.75 21.70 22.49 20.68 19.52 16.20 

       Research & Development (% of Sales) 

      Target Firms 2.37 2.75 2.93 2.86 3.1 3.22 

Non-Target Firms 2.2 2.52 2.57 2.23 2.05 2.1 

 

 
      Cross-shareholding (%) 
      Target Firms 8.07 8 6.65 7.2 7.05 6.93 

Non-Target Firms 8.37 8.28 8.38 8.13 8.02 7.74 

       Independent Directors (%)    

      Target Firms 16.29 18.76 18.01 17.39 19.17 20.04 

Non-Target Firms 10.82 11.96 11.52 13.00 14.71 16.96 

Panel C 2008 2009 2010 2011 2012 2013 

Target Firms (N) 54 68 89 191 228 192 

Non-Target Firms in the Index  435 435 435 435 435 435 
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Table 4 Descriptive statistics: (i) Portfolio Weight relative to the market index, Topix 500  and 

(ii) The fund’s shareholding (%) within the total foreign ownership in the individual sample 

firms     

 

Panel A : Portfolio Weight (basis point) relative to the market index, Topix 500     

Year mean max Min sd 

Firms in the Portfolio 

(N) 

2008 142.27 830.54 13.62 151.03 54 

2009 95.49 528.83 4.16 97.66 68 

2010 60.16 369.62 -0.25 61.52 89 

2011 16.05 166.35 -22.28 27.86 191 

2012 8.32 137.12 -31.08 19.75 228 

2013 14.00 304.46 -43.80 31.29 192 

Average / Total 33.07 830.54 -43.80 68.42 822 
 

      

        

 

Panel B : The fund’s shareholding (%) within the total foreign ownership in the individual sample firms     

 

Year mean max Min sd target firms total sample firms 

2008 0.29 8.89 0.00 0.92 54 489 

2009 0.54 18.40 0.00 1.65 68 494 

2010 0.85 19.73 0.00 2.12 89 489 

2011 2.14 27.60 0.00 3.35 191 492 

2012 3.06 27.05 0.00 4.03 228 493 

2013 2.37 20.69 0.00 3.46 192 491 

Average / Total 1.54 27.60 0.00 3.00 822 2948 
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Table 5 Regression results 
 
 Model 1  

  

Model 2 

  

Model 3 

  

Dependent Variable 

The size of 

Investment 

 

The over/under-

weight  

Holding within  

foreign Investors  

          

  Coefficient 

P-

value   Coefficient 

P-

value   Coefficient P-value 

 

Intercept  

           

170,935  0.01 

 

-59.86 0.15 

 

45.69 0.00 

 PER  -0.08  0.71 

 
0.00 0.42 

 

0.00 0.04 

 

Div. Yield (%) 

             

36,367  0.33 

 
-183.32 0.59 

 

-9.49 0.12 

 PBR -1,381.37 0.00 

 
37.83 0.00 

 
-0.26 0.00 

 ROE (%) 94.99 0.01 

 
-0.16 0.59 

 
0.03 0.00 

 Size (log-based) -2,470.99 0.02 

    
-1.65 0.00 

 Debt Ratio (%) 17.57 0.79 

 
0.25 0.68 

 

-0.01 0.31 

 Foreign Sales (%) -48.68 0.25 

 
0.43 0.13 

 

0.01 0.16 

 Research & Development (%) 104.56 0.75 

 
-5.67 0.13 

 

-0.09 0.06 

 Independent Directors (%) 90.94 0.06 

 
-1.07 0.01 

 
0.06 0.00 

 Cross-Shareholding (%) -475.83 0.00 

 
7.89 0.00   -0.05 0.02 

 R-sq  0.041     0.004     0.07   

  

 

 

Table 6: Post investment return of the target firms’ shares 

Over or Underweight to the index (t=0) Coefficient 

P-

value 

Intercept  -         0.86  0.61 

Average return (t+1) -0.57 0.97 

Average return (t+2) 23.73 0.15 

Average return (t+3) 17.31 0.17 

R-sq  0.0002 

 The number of firms 471 

 N= 1339 

  

Note that the sample data sets for this analysis are 

(I) 2008 (t), 2009 (t+1), 2010(t+2), 2011 (t+3) 

(II) 2009 (t), 2010 (t+1), 2011(t+2), 2012 (t+3) 

(III) 2010 (t), 2011 (t+1), 2012(t+2), 2013 (t+3) 

 


