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Our Statement

Utilizing the power of finance, we have pursued our mission:
to develop our nation’s stock market.

Overheating technologies, accelerating globalization.

As the financial universe continues to expand,

what role can we now play?

We are Japan's one and only securities finance company.

As the infrastructure for the margin loan business,

providing the essential loans, we have sustained a stable securities market.

Corporate Message o o
Grounded by that public mission, we will continue to pioneer new paths.

To become No. 1 in securities finance,

responding to operations and acquisitions needs all over the world,

Be unique. ik

Putting our decades of experience and flexibility to work,

° we forge ahead with the speed and agility of the chosen few.
B Transcending boundaries between securities and finance,
e a p 1 O n e e r. even between nations.

As a securities finance pioneer, we have a role to play,

responding to all kinds of emerging needs in Japan and around the world.
Beyond the numbers are the human relationships. Dreams brought to life.
We connect their power to expand the potential of the market and the world.
We step into the future with a determined, pioneering spirit.

Because being “the only one” comes from meeting challenges.

Be unique. Be a pioneer.

We shape the markets of the future.

Corporate Color Corporate Logo

Glow Blue

Our corporate color expresses the flexibility and creativity,

as well as the future-oriented spirit, that we strive for. Our logo combines the “1" from “Only One, No. 1" and the
“J" from Japan, expressing our intention to remain a unique
securities and finance pioneer and a specialized institution that

is a leader in its markets.




Management Philosophy

As an institution specializing in securities finance, JSF has a mission to contribute he development
of the securities and financial markets by proactively meeting the diverse nee: irities and
financial sectors and to enhance the long-term interests of market participants
always maintaining a keen awareness of its public role. %

Vision of the Future Targeted by JSF

As Japan’s only securities finance company supporting the infrastructure function
financial markets, JSF aims to be a distinct and unique company that operates with
agility and flexibility. It will achieve sustainable growth and enhance its corporate value,
strong financial soundness and contributing to the development of securities and fin'

Long-Term Direction

As Japan'’s only securities finance company, JSF will continue to agilely and flexibly address the
trading needs of securities and financial market participants. Through its contributions to market
development, JSF will seek to concentrate the collective efforts of its Group companies to sustain
growth and enhance its corporate value, while maintaining strong financial soundness.

Under this management direction, JSF will continue striving to steadily strengthen its earnings base
and pursue stable and steady improvement of its capital efficiency, while remaining mindful of the cost
of equity, and will continue to work toward the steady improvement of ROE, keeping the 8% level in mind.

At the same time, with regard to shareholder returns, JSF will continue to maintain a total payout
ratio of 100% during the period of its Seventh Medium-Term Management Plan (FY2023-FY2025),
and strive to enhance shareholder returns thereafter as-well.

Through these management efforts, JSF aims to establish a price to book ratio (PBR) exceeding 1.0 times.

In addition, under its organizational design-as.a company with a Nominating Committee, etc., JSF will
strive to strengthen its corporate governaneesby tackling sustainability issues while focusing on
further improvement.of the effectiveness of deliberations by its Board of Directors and respective
committees, the further enhancément of information disclosure, and the development of a robust
human capital base.
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Editorial Policy
Japan Securities Finance has issued this integrated report so that
investors and other stakeholders may gain an understanding of its efforts
to create sustainable value.

We hope that this report deepens understanding of the JSF Group,
whose mission is to contribute to the development of the securities market.

Report Coverage

Japan Securities Finance Co., Ltd. and its consolidated subsidiaries (“the
JSF Group”)

Reporting Period

April 1, 2023 to March 31, 2024

(Some sections include information regarding matters occurring before or
after the reporting period.)

Reference Guidelines

- IFRS Foundation, International Integrated Reporting Framework

- Ministry of Economy, Trade and Industry, Guidance for Collaborative
Value Creation 2.0

Cautionary Note Regarding Forward-Looking Statements
Forward-looking statements such as performance forecasts in this report
are made by the Company based on information available at the time of
creation and include risks, uncertainties and other factors. Therefore,
actual results may differ significantly from forecasts due to changes in
various factors.



- Message Tfrom the President

Shigeki Kushida

Japan Securities Finance Co., Ltd.

As the only securities finance
company in Japan, we will
contribute to the development
of the country’s securities and

financial markets.

Representative Executive Officer & President

FY2023 Results and Achievements

In FY2023, the inaugural year of the Seventh Medium-
Term Management Plan, we saw a marked improvement
in business performance, driven by robust growth in the
loans for margin transaction business. This growth reflects
our cumulative efforts in securities financing, focusing
on equity repo, bond repo and gensaki transactions.
Consolidated ordinary profit for FY2023 reached ¥11.0
billion, surpassing the management goal of ¥10 billion,
while consolidated ROE rose to 5.7%, exceeding the goal
of 5%. As both management goals were set for FY2025,
achieving them two years ahead of schedule is a notable
accomplishment. | extend my heartfelt appreciation to
shareholders, business partners, market participants,
and all stakeholders for your ongoing understanding
and support.

| attribute the notable enhancement in our performance
over recent years to two key factors. First, from a business
strategy perspective, our initiatives to diversify revenue
streams and mitigate revenue fluctuations have yielded
positive results, thereby reinforcing our foundation for
sustainable growth. Second, we have strengthened
our corporate governance. | attribute this to proactive
initiatives on critical issues, including enhancing the
functions of the Board of Directors, and formulating
medium- to long-term management plans, overseeing
operational execution, and appointing people to
management based on those enhancements. These
initiatives have been effectively carried out under the
organizational design of a company with a Nominating
Committee, etc.

Japan Securities Finance Co., Ltd. Integrated Report 2024 5
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First, | will discuss our initiatives from a business strategy
perspective.

As Japan's sole securities finance company, we fulfill
an essential infrastructure role within the securities market,
facilitating the smooth circulation of stocks and supporting
the proper price discovery process. We play a critical role
in enabling standardized margin transactions through our
loans for margin transactions business operations. This
role holds great importance for us, with the loans for
margin transactions business serving as a cornerstone of
our operations. However, from an earnings perspective,
the business has faced notable fluctuations influenced
by stock market conditions. In addition, the utilization of
standardized margin transactions and loans for margin
transactions has declined compared with the period prior
to the introduction of negotiable margin transactions in
the late 1990s.

To this end, we have focused on diversifying our
revenue streams and the factors causing their fluctuations,
in an effort to build a business portfolio that supports
stable, consistent growth. Among these initiatives, the
segment showing the fastest growth has been securities
financing, encompassing equity repo, bond repo and
gensaki transactions, which originated from loans for
margin transactions. Although securities financing is a
relatively recent venture launched in the early 2010s,
we have actively fostered relationships with institutional
investors and financial institutions in Japan. Overseas,
we have participated in securities lender forums, starting

In pursuing our business strategy initiatives, we have
prioritized enhancing corporate governance. Since
transitioning to a company with a Nominating Committee,
etc. in 2019, we have clearly separated supervisory and
executive roles. This framework enables rapid decision-
making and execution on the part of the executive team,
while the supervisory team has focused on strengthening
its ability to formulate management policies and monitor
their execution effectively.

Specifically, we have undertaken the following initiatives.
First, regarding the Board of Directors, we have structured
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in Asia, to broaden our network of business partners and
gain insights into various transaction needs. In recent
years, there has been a notable rise in global demand for
borrowing high-quality securities, primarily as collateral,
driven by increasing emphasis on settlement security and
financial regulations. In response to this environment,
we have steadily enhanced our performance over the
past several years, further refining our ability to bridge
liquidity between domestic and international markets, with
a particular emphasis on securities.

Securities financing offers a relatively high return
in proportion to risk, as net credit exposure is limited
in transactions secured by collateralized securities.
While these attributes are also present in loans for margin
transactions, securities financing is also characterized by
its sensitivity to interest rate fluctuations and securities
market trends. We anticipate that if interest rate functions
are further developed within Japan'’s financial markets,
this evolving environment will positively impact our
business operations.

In addition, our wholly owned subsidiary, JSF Trust
and Banking, has steadily enhanced its profitability by
securing a significant market share in the niche area of
custodial type services, particularly preservation trusts.

Through diversification of our revenue streams and
by adding depth to our business portfolio, we believe we
have established a foundation for the sustainable growth
of the Group, yielding tangible results.

a skill matrix through discussions within the Nominating
Committee to ensure the board’s composition aligns
with its responsibilities, including effective oversight and
the formulation of medium- to long-term management
policies in line with the Company’s business portfolio.

In addition, the Chairman of the Board of Directors and
the chairpersons of the Nominating Committee, the
Compensation Committee, and the Audit Committee
are independent outside directors. To add more layers of
expertise to the board's skill set, the number of outside
directors was increased in 2022. The approach to appointing

the management team and the succession plan for the
Representative Executive Officer & President has been
determined through discussions within the Nominating
Committee, guided by our business portfolio strategy.
Discussions on the long list of candidates are currently
underway. We established the Corporate Governance Office
to strengthen the secretariat function supporting the Board
of Directors. This office enhances board deliberations by
providing directors with preliminary explanations ahead

We believe that strengthening human resource development
and improving engagement will be pivotal to our continued
growth in the future. To take up and achieve ambitious
management goals, it is essential to foster a work environment
where all employees can fully express their individuality
and strengths, engage proactively and enthusiastically in
operational exploration and transformation, and grow through
accumulated experience and achievements. With this in mind,
we established a new Human Capital Policy as our
fundamental policy for advancing initiatives related to human
capital formation, including human resource development.
Prior to its establishment, we had undertaken various initiatives
to enhance the work environment—such as personnel system

of board meetings, sharing pertinent information, and
facilitating opportunities for outside directors to exclusively
exchange views. Furthermore, we are actively advancing our
information disclosure to enhance dialogue with shareholders
and investors. In 2022, we began publishing an integrated
report, which we have refined annually to improve clarity.
In the fall of 2024, we also revamped our corporate website
and Loans for Margin Transactions information site to
enhance usability.

reforms, management training, career development support,
and work-life balance improvements—but we recognized
that these efforts were not sufficiently effective in enabling
us to respond promptly to environmental changes. Our
Human Capital Policy sets forth a vision of our aspirations
through this initiative, emphasizing a commitment to offering
opportunities and a supportive environment where
employees can grow through their work. We are also
committed to fostering a comfortable work environment
that allows employees to engage in their work with peace
of mind. At the same time, employees are expected to
contribute to corporate vitality and drive organizational

change through heightened engagement, working in ways
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that improve productivity.

To achieve further growth, | believe it is essential to
accurately grasp environmental changes, take a more
active and independent approach, foster communication
with those around us, and develop the ability to translate
these efforts into specific actions. With this in mind, we
are pursuing broad-based mid-career recruitment,
anticipating the dynamic interactions that arise when
employees of diverse ages, genders, nationalities, and
professional backgrounds come together.

With expectations that we were on track to be two years
ahead of schedule in achieving the management goals of
the Medium-Term Management Policy formulated in 2021,
and of the Seventh Medium-Term Management Plan,
which is based on the policy, we deemed it appropriate to
reorganize our approach to future management. Following
discussions by the Board of Directors, we formulated and
publicly announced our Long-Term Management Vision in
November 2023.

Guided by our long-term management direction—"As
Japan’s only securities finance company, JSF will continue
to agilely and flexibly address the trading needs of securities
and financial market participants. Through its contributions

As business reforms, including the expansion and
growth of securities financing, have begun to yield results,
the corporate mindset is gradually changing. With the
success of new initiatives across our businesses, our
employees are increasingly motivated to pursue ambitious
challenges through overseas exchanges and other activities.
In this ever-changing environment, we aim to cultivate a
resilient corporate mindset across the Company—one of
ongoing commitment to realizing our vision. This is one of
our biggest challenges going forward.

to market development, JSF will seek to concentrate the
collective efforts of its Group companies to sustain growth
and enhance its corporate value, while maintaining strong
financial soundness.”—we are committed to steadily
reinforcing our earnings base and making stable and
consistent improvements in capital efficiency. Going
forward, we will work diligently to steadily improve ROE,
with an 8% benchmark as our target.

Based on our Long-Term Management Vision, we have
upwardly revised our management goals for the Seventh

Medium-Term Management Plan, which runs through
FY2025. We aim to maintain a stable ROE of 5% and
ordinary profit exceeding ¥10 billion, with a continued
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focus on further enhancing these metrics. As for shareholder
returns, during the period of the Seventh Medium-Term
Management Plan, we are targeting a total payout ratio of
100% through dividends and the flexible implementation
of share buybacks. Additionally, concerning dividends, the
Company plans to take an aggressive approach, targeting
a payout ratio of 70% for the period from FY2024 through

Since assuming the role of Representative Executive
Officer & President in 2019, | have worked alongside the
Board of Directors and employees for five years to carry
out management and organizational reforms. As a result,
| believe we have managed to move beyond the conventional
image of a company confined to operating within an
established institutional framework, taking an important
step toward realizing our Vision of the Future as a distinct
and unique company that operates with a high degree of
agility and flexibility. However, | recognize that many
issues still lie ahead.

To this end, in developing our Long-Term Management
Vision, we have revisited our Vision of the Future and
crafted a new corporate message, “Be unique. Be a pioneer.”

As | mentioned, our business portfolio has grown more
robust, driving profitability and capital efficiency improvements
through the diversification of our earnings structure, and
we have made significant progress in strengthening corporate
governance. Considering these achievements and the
progress of the Seventh Medium-Term Management Plan,
| believe that a foundation for the Company to take on
new challenges is gradually being established. With this

FY2025. Through these efforts, we aim to achieve a
market valuation with a price-to-book ratio (PBR)
exceeding 1.0x.

We will evaluate specific measures for shareholder
returns in conjunction with the next medium-term plan,
while maintaining our policy to provide robust shareholder
returns in FY2026 and beyond.

This message expresses what we want to be—a company
that agilely and flexibly addresses the trading needs of
securities and financial market participants, while incorporating
advances in financial technology in a constantly changing
environment, as Japan’s only securities finance company,
thereby pioneering the future of both the market and JSF.
As a leading company in the securities finance industry,
including loans for margin transactions, we aim to grow in
tandem with the development of the financial and securities
markets, responding swiftly to the evolving needs of a
market increasingly shaped by the complexities of financial
globalization. We will continue contributing to the realization
of a sustainable society through various measures and
initiatives aimed at enhancing market liquidity.

understanding, the Board of Directors will deliberate on
the next medium-term management plan—a plan that
outlines the direction and milestones of our future initiatives,
enabling us to share more specific information with our
stakeholders regarding our aims to achieve higher profitability
and capital efficiency that ultimately lead to sustainable
growth and greater corporate value. We look forward to
your ongoing support.

Japan Securities Finance Co., Ltd. Integrated Report 2024
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About Us

The JSF Group at a Glance

Group Composition

The JSF Group is a corporate group that operates in sync with the securities and financial markets. The Group is composed
of Japan Securities Finance Co., Ltd (JSF), which responds to the diverse needs of financial institutions and investors
as a provider of securities and financial market infrastructure, JSF Trust and Banking Co., Ltd., which provides highly
distinctive trust services, and Nihon Building Co., Ltd., which provides favorable office environments for Group
companies and other companies.

JSF Group Gross Profit* by Business (FY2023)

M Securities finance business
W Trust banking business
M Real estate leasing business

Real estate leasing business ’

6.6%
Loans for margin transactions
21.1%
¥3.8 billion
Consolidated

¥1.1 billion
gross profit

¥17.6 billion

Trust banking business

16.6%
¥3.0 billion

Securities investment, etc.

12.1%

¥2.1 billion N )
Securities financing
43.5%
¥7.8 billion
* Figures for gross profit by business are on a non-
consolidated basis (before elimination of the effects of
consolidation), therefore the sum of these figures does
not correspond to consolidated gross profit.
Loans for negotiable margin transactions 2.9%
¥0.2 billion
Equity repo transactions
22.3%
o . ¥1.7 billion
Bond repo and Securities financing
i i Gross profit .
gggs;kl transactions p. . Loans to retail 5.6%
2% ¥7.8 billion 0.4 billion
¥4.7 billion '
‘ General stock lending 8.9%
¥0.6 billion
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See page 22 for details.

Securities Finance Business: Japan Securities Finance Co., Ltd.

Japan Securities Finance’s core business is securities financing (lending funds and securities to financial institutions, etc.), which
is centered on loans for margin transactions.

The loans for margin transactions business contributes to the smooth circulation of stocks and the proper price discovery
process in the market. We lend securities companies the funds and stocks necessary for standardized margin transactions.

An element of securities financing, bond repo and gensaki transactions is the business of intermediary lending needs and
borrowing needs, mainly for government bond repo and gensaki transactions (transactions in which bonds are exchanged for
cash). This business also covers equity repo transactions (in which cash is lent in exchange for borrowing stock certificates held
by financial institutions) and general stock lending (in which stock is procured from institutional investors and others, and lent
to securities companies that mainly require it for trading).

JSF Business Overview

Funds Securities Borrowers
_?tandan.:hzedBMe.)rgm Loans for Margin Transactions
ransactions Business : .
(Margin Loans/Stock Loans) Securities
companies
Securities Financing
Equit 4 i Loans for negotiable
Subsidiary quity repo transactions margin transactions
Businesses gonentl bamactons Loans to retal Financial
institutions
General stock lending
Lenders Money market, etc. Institutional investors,
securities companies, etc.

Market Scale by Business
Loans for Margin Transactions Business (Margin Loans/Stock Loans)

Standardized margin transaction buying balance Standardized margin selling balance

Approx. ¥2,7OO billion Approx. ¥690 billion

Source: Publicly available data from domestic stock markets, including proprietary trading systems (as of March 31, 2024)

Bond Repo and Gensaki Transactions Equity Repo Transactions; General Stock Lending and Other

Total bond repo and gensaki transactions market balance Stock (collateral) lending transactions balance

Approx. ¥333 trillion Approx. ¥24 trillion

Source: Publicly available data from the Japan Securities Dealers Association (as of March 31, 2024)

Trust Banking Business: JSF Trust and Banking Co., Ltd.

See page 33 for details.

Based on its management philosophy of contributing to the development of the securities and financial markets, JSF Trust and
Banking Co., Ltd., focuses on providing custodial trust banking services, such as segregated management of customer assets
required by securities companies. With the increasing range of sectors in which customer asset preservation trusts are obligatory,
JSF Trust and Banking offers a wide range of trust products for customers in different industries.

Overview of Customer Asset Preservation Trusts

Calculation of funds required for segregated management

Trust deposit additions Deposits of funds

Financial instrument {
4 companies, etc.

JSF Trust and

Investors

A 4

Banking

Trust deposit cancellations Repayments of funds

See page 34 for details.

Real Estate Leasing Business: Nihon Building Co., Ltd.
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About Us

JSF Group—A History of Growth

Changes in Revenue Structure Due to Diversification
of Business Operations

Strengthened initiatives to expand securities financing
(Eending to non-residents of Japan, making transaction terms more flexible, and adding new clients)

Securities Finance Business Operating Revenue (Millions of yen)

[ Loans for Margin Transactions
[ Securities Financing
[0 Other

2000 2003 2006 2009 2012 2015 2017 2020 2023 (FY)

2003 2005
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