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INTERVIEW: Ethical Investment May Help Japan Stk Mkt Grow 
 
By Kanji Ishibashi of DOW JONES NEWSWIRE 
 
TOKYO (Dow Jones)--As interest in ethical investment grows in Japan, some hope it will 
not only improve corporate practices here, but Japanese people's wariness of equity 
investment, too.  
"Socially responsible investment can be a convincing theme for individual investors, 
particularly for those who haven't bought stocks before," says One Akiyama, who set up 
research firm IntegreX Inc. in June 2001 to promote SRI in Japan.  
Many Japanese don't have a good image of equity investment and are "suspicious" about 
the market's movements, which are sometimes very volatile due to speculative trade, the 
ex-Lehman Brothers trader told Dow Jones Newswire in a recent interview. "But the idea 
of supporting good (socially responsible) firms through long-term investment to help 
society prosper may be well accepted by many individuals," she said. Via SRI funds, 
investors purchase stocks of firms that commit to the wealth of society not only in financial 
terms but in social aspects such as human rights, environmental care and sustainability, 
too.  
Such an investment style should make sense in terms of returns as well, Akiyama says. 
"In principle, (shares of) firms with good management systems to carry out social 
responsibility should outperform" the market, she says.  
Indeed, if you had put together in August 1993 a portfolio comprising the top 100 firms in 
IntegreX's corporate social responsibility research by weight of market capitalization, that 
fund for the past 10 years would have constantly outperformed the Topix index of all the 
Tokyo Stock Exchange First Section issues, according to IntegreX.  
Firms that IntegreX ranks highly include NEC Corp. (6701.TO), correspondence courses 
provider Benesse Corp. (9783.TO), real estate firm Mitsubishi Estate Co. (8802.TO), food 
retailer Natori Co. (2922.TO) and trading company Mitsui & Co. (8031.TO).  
For its latest survey, complied in March, IntegreX sent its CSR survey sheets to all of the 
roughly 3,600 Japanese firms listed on domestic stock exchanges. It received 877 
responses, based on which it ranked the firms in several categories, such as an overall 
ranking and industrywide rankings.  



 

Key points in the survey include management's commitment to ethics and whether the 
companies have effective systems in place to implement those principles, as well as 
management's accountability to people inside and outside the company.  
"I think we are probably the only independent corporation" in Japan doing this kind of 
research "that is not linked with a financial institution," Akiyama said. 
 
Daiwa Asset Uses IntegreX's Data In SRI Fund 
 
SRI funds are growing in Japan, and that rising popularity may be linked to the increasing 
cases of corporate scandals here, such as a decades-long car recall cover-up at the 
Mitsubishi Motors Corp. (7211.TO) group, doctored nuclear reactor safety records at 
Tokyo Electric Power Co. (9501.TO) and a corporate racketeering scandal at Seibu 
Railway Co. (9002.TO) - all of which caused shares in these stocks to tumble.  
Some hope that widespread application of ethical investing may help weed out 
companies with questionable social responsibility.  
Five financial institutions are now using IntegreX's CSR research data as part of guide in 
making investment, Akiyama said.  
Among them, Daiwa Asset Management Co. in May set up a Y20-billion SRI Japan-stock 
fund. The fund, called "Daiwa SRI Fund," uses IntegreX's data as a base.  
"That is the first publicly-offered investment trust (product) using our data," Akiyama said. 
"We would like to see it succeed as the first case. If we fail, there may be no next one."  
Akiyama's pessimism follows the fast rise and fizzle of "eco-funds" in Japan from 1999. 
Generally regarded as Japan's first publicly offered SRI funds, eco-funds invested in 
environmentally friendly companies.  
After a dry patch of about two years, interest in ethical investment is re-emerging, 
Akiyama said.  
Japan's STB Asset Management Co. set up the "Good Company" Japan-stock SRI 
investment trust in December 2003. Nomura Asset Management Co. established May 28 
a global-stock SRI fund called "Nomura Global SRI 100," based on "FTSE4Good Global 
100 Index," an SRI index created by FTSE.  
"This time I strongly hope for gradual and steady growth over a period of years," she said. 
Keys to achieving that are industrywide efforts to improve public awareness of such funds, 
and government initiatives, she said.  



 

Amendments to pension legislation in the U.K. in 2000 and in Germany in 2001 that 
required pension funds to disclose their stances on SRI in their investment policies "had a 
huge impact" in boosting SRI funds there, Akiyama said.  
SRI in Japan has a long way to go to catch up with the U.S. and European markets.  
In the U.S. last year, SRI funds were estimated to total more than $2.1 trillion and 
EUR300 billion in Europe. In contrast, SRI funds in Japan are currently probably worth 
less than Y100 billion, Akiyama said.  
"I think the financial industry is recognizing that Japan is now making a new start on SRI," 
she said. 


