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Introduction 1 

1 Tokyo Disneyland: Licensing vs. Joint Venture 33 

Tokyo Disneyland was the result of a licensing agreement between Walt 
Disney (WD) of the US and Oriental Land Corporation (OL) of Japan. The 
agreement stated that WD would receive a license fee of 7% of sales in 
exchange for WD providing OL its managerial and technological know-how, 
and assuming small hsks in the venture. When WD proposed a second project 
with OL, OL's senior executives tried to find a way to make WD a risk-taking 
partner through Investment in the business as a precondition to venturing into 
the project. To prepare for the negotiations, OL's management asked the 
finance team to calculate the project's net present value as seen from WD's 
Standpoint using two methods, i.e., using the existing licensing method and 
using a Joint venture method in which WD would share appropriate risks. 

2 Tokyo Disneyland and the DisneySea Park: Corporate 
Governance and Differences in Capital Budgeting Concepts 
and Methods between American and Japanese Companies 61 

In 1997, Japan's Oriental Land Corporation and the Walt Disney Company, 
its licenser for Tokyo Disneyland, had intense discussions about the possibil-
ity of building an additional theme park called Tokyo DisneySea Park. The 
difference in the economic and political assessment of the project between 
the American and Japanese firm was the root cause of disagreement. Japan 
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and USA use significantly different capital budgeting techniques. The differ-
ence in decision making between Japanese and American firms also reflects 
the difference in corporate governance techniques between the two coun-
tries. For example, the principles of discounted cash flow, such as the net 
present value (NPV) and the internal rate of return (IRR), are widely used 
outside the realm of Japanese corporate finance. Although familiar with 
diese tools, Japanese executives rarely use them and often consider them 
invalid tools for the decision-making process. Instead, Japanese corporations 
have come to rely on the average accounting return method for their financial 
analyses. The reason behind Japanese businesses rejecting NPV and IRR lies 
in Japan's socioeconomic Conventions and the nation's history. 

3 A Rogue Trader at Daiwa Bank (A): Management 
Responsibility under Different Jurisprudential 
Systems, Practices and Cultures 93 

Sumio Abekawa, Daiwa Bank's president, received a letter on July 18, 
1995 from Toshihide Iguchi, vice-president of the bank's New York 
branch. In that letter, Iguchi confessed to losing about US$1.1 billion 
(approximately ¥123 billion) by selling the bank's securities in order to 
cover up the loss from his unauthorized trading of US Treasury Bonds 
over 11 years. The senior management at the bank reported the loss two 
months later on September 18 to the Federal Reserve Bank of New York 
and the New York State Banking Department. The bank directors faced a 
number of challenging questions: Had the bank complied with the report-
ing requirements? What would be the potential liability of the directors? 
Would the Japanese bank directors be held liable for violating the law of 
a foreign country? How could the Japanese Ministry of Finance help? 

4 A Rogue Trader at Daiwa Bank (B): The Board 
Meeting on September 25, 1995 in Japan 111 

This case raises many basic legal and economic issues regarding directors' 
responsibilities for the activities of their employees, which were not dis-
cussed in the main case, "A Rogue Trader at Daiwa Bank: Management 
Responsibility under Different Jurisprudential Systems, Practices and 
Cultures." According to an official at Japan's Ministry of Finance, the 
individuals involved in this case may not have directly contributed to the 
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incident at band as they were not only trustworthy but also very capable 
Professionals. Could they be held responsible for responsibilities dele-
gated to others? Irrespective of this fact, were they liable and responsible 
for this Situation? What about the bank's responsibility as an Institution? 
The additional questions were: (1) Was there any non-feasance regarding 
duties in establishing an internal control system? (2) Could the directors 
claim principle of trusting right? (3) Was Daiwa Bank also responsible 
under the principle of respondeat superior? 

5 Hostile Takeover Battie in Japan: 
Fuji TV vs. Livedoor for NBS 117 

In February 2005, the top management of Fuji Television Network, Inc. 
(Fuji TV), one of Japan's leading media conglomerates, was informed by 
its main brokerage that a small IT services firm, Livedoor Co. (Livedoor), 
had succeeded in buying 35% of the shares in Nippon Broadcasting System 
Inc. (NBS), of which Fuji TV owned 12.39% and which it was in the pro-
cess of acquiring through a takeover bid, to make NBS its subsidiary. What 
made the issue even more complicated was that NBS's main asset was its 
22.5% stake in Fuji TV. The news that a relatively unknown Company had 
managed to buy 35% of NBS's shares thus came as a great shock to the top 
management of Fuji TV, which had to study and determine effective tactics 
to counter Livedoor's planned acquisition of NBS. They immediately 
instructed legal counselors to conduct a study on what would be the most 
effective and legal actions Fuji TV could undertake against Livedoor. At the 
same time, they asked the planning department to calculate the corporate 
value of NBS using both American and Japanese methods. This involved 
forming judgments about the price Fuji TV should be prepared to pay if it 
went through with acquiring NBS completely. The case addresses issues of 
Strategie fit between the bidder and the target, target Performance, valua-
tion, financing decisions, and whether and how the target's anti-takeover 
moves might affect outcomes in the battle for corporate control. 

6 Livedoor: The Rise and Fall of a Market Maverick 149 

Internet service firm Livedoor allegedly took advantage of loopholes in 
the securities trading laws to swell the amount of assets held by the firm 
and its president, Takafumi Horie (Hone), who led the Livedoor group. 
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Livedoor was established in April 1996 with ¥6 million in capital. It made 
its stock market debut in April 2000, with a stock market value of ¥57.2 
billion. Its market capitalization surged to ¥830 billion in December 2005, 
a 15-fold spike, caused by a series of highly tactical moves intended to 
boost the stock prices of the parent and group firms. Livedoor's strategy 
essentially focused on how to attract speculative Investments from indi-
vidual Investors, largely ignoring institutional players. A 100-for-l stock 
split in December 2003 sent the price of Livedoor's shares soaring to the 
¥18,000 mark at once, although the ex-split price should theoretically 
have been just ¥2,220. Livedoor's Operations turned out to be a kind of 
"money game" under the guise of efforts to challenge the establishment. 
Where did Livedoor deviate from the path of fair business, and what kind 
of illegality was involved in its activities? Shedding light on diese ques-
tions should help both companies and Investors make more constructive 
use of the securities and capital markets. 

7 Nireco Japan: Introduction of the Poison Pill 167 

A big factor behind the looming threat of hostile takeovers in Japan was the 
rapid dissolution of cross-shareholdings, which began in the 1990s, between 
creditor banks and corporate borrowers in particular. At the same time, for-
eign ownership of Japanese companies, which used to account for only a 
small percent of all outstanding shares, had now risen to approximately 
20%. The proportion of free-floating shares had thus risen significantly. This 
also meant that buying out a Company through a takeover bid (TOB) in 
Japan had become far easier. Recognizing the trend, and driven by the fear 
of Japanese companies being swallowed up by foreign Investors, Hidemaru 
Yamada, president of Nireco Corp. (Nireco) — a high-tech measuring-
device manufacturer — thought that his Company needed to introduce a 
"poison pill" defense to counter possible hostile TOBs. With this thought, 
Yamada diverged from Japan's traditional way of thinking, which assumed 
that hostile takeovers had little chance of success in Japan. Nireco assessed 
the Situation, taking into account Japan's institutional infrastructure, its law 
and its economic conditions. In March 2005, Nireco announced what it 
called a "security plan," which included an issue of subscription Warrants to 
existing shareholders in the event of an unfriendly takeover bid. 
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8 Ina Food Industry: A New Management 
Philosophy for Japanese Businesses 197 

Ina Food Industry Co. Ltd. (Ina Foods) was led by Hiroshi Tsukakoshi, 
Ina Food's 68-year-old chairman, who had been with the Company 
through an incredible 48 years of continuous revenue and profit growth. 
The Company was a leading manufacturer of powdered agar, a traditional 
gelatine product derived from seaweed. Tsukakoshi's cautionary attitude 
about quick growth was quite unique in current times when return on 
Investment and total market value were considered key management indi-
ces. His belief was that if management were not preoccupied purely with 
revenue, and focused instead on establishing steady growth, the Company 
would continue to exist for a long time. This would, in tum, make happier 
everybody who was directly or indirectly associated with the Company. He 
believed that his role as president was to make employees happy at work. 
In the summer of 2006, he feit he had done a goodjob so far. The business 
had prospered and did not pose any urgent problems. But he also feit that 
he should not simply sit back and savor his success. There were tremen-
dous growth opportunities and he knew Operations had to be improved 
before those opportunities could be targeted. He had been thinking that 
real joy came from change and from going to the next level. His long-time 
belief had been that no Company could get to the future by Standing still. 

9 OSG Corporation: Hedging Transaction Exposure 215 

On Monday, April 24, 2006, the US dollar feil to a new three-month low 
against the yen to ¥114.30 = US$1, carrying over its weakness from 
Friday's trading in New York where it feil more than ¥2 (1.75%). Teruhide 
Osawa, president of OSG Corporation, Japan (OSG), a multinational 
cutting-tool producer, was following the foreign exchange market on his 
Computer screen that Monday. Faced with big fluctuations in the yen-
dollar exchange rate, he summoned the manager of the Support Center 
Finance Group, Koji Sonobe. He asked Sonobe to analyze and report on 
how OSG's exposure to foreign currency transactions was currently being 
measured and how it could be managed in the future. He asked the manager 
specifically how the Company was currently hedging its foreign currency 
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exposures. The board's consensus was that the amount of currency risk 
exposure that should remain covered depended on the management's phi-
losophy and decision. OSG's policy in the past did not intend to hedge 
transaction exposure perfectly and intended to leave it partially open to the 
market. The board would need to decide how much hedging was required 
as a policy. 

10 Bank of Japan's Meeting in March 2006: 
An End to the Quantitative Easing Policy? 241 

The policy board of the Bank of Japan (BOJ) convened for a two-day 
meeting starting March 8, 2006. It was expected that the board would 
decide to end its five-year, extremely loose monetary policy, which was 
designed to combat persistent deflation, and to set forth the quantitative 
easing approach. A decision to end the policy meant Japan would return 
to a normal monetary stance, targeting interest rates after five years of 
pursuing an unorthodox policy. The BOJ's decision was not easy. 
Although the law established the BOJ's independence, there was consid-
erable Opposition from the government, including Prime Minister Koizumi, 
to an early end to the quantitative monetary easing approach. Politicians 
were concerned that a "premature" monetary policy change could hamper 
the economic recovery from deflation. Because no major central bank had 
ever had such a loose monetary policy, no one knew for sure how to end 
it smoothly. In the end, the BOJ did as expected and lifted its quantitative 
easing policy, replacing it with a more Standard Inflation targeting policy. 
The bank now had to avoid sending shock waves through the country's 
recovering economy and through world markets, to which end the BOJ 
drew up a set of measures aimed at averting possible market turmoil. 

11 World Co. Ltd., Japan: Why Go Private? 267 

Early 2005 saw the first hostile takeover in Japan when Livedoor, an upstart 
internet Company, took on Fuji TV in a battle that shook Japan. Financed by 
foreign capital, this first takeover scared Japan's traditional business estab-
lishment who now feared that the threat of hostile takeovers had finally 
become a reality in Japan. In response, many companies scrambled to intro-
duce anti-takeover defenses. This however posed a challenge as the US 
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institutional infrastructure supporting poison pills differed considerably 
from that of Japan. At the same time Japan had gone through numerous 
public Company accounting scandals and was in the midst of dramatic 
changes in disclosure and corporate governance rules and regulations gov
erning issuers of publicly traded securities and their officers and directors. 
Mr. Hidezo Terai, president of World Co. Ltd., Japan (hereafter World), a 
publicly traded Company in the Tokyo and Osaka Stock Exchanges, con-
templated whether it would be advisable and possible to seek relief from 
these rules and regulations and protect World from possible hostile takeo-
vers by terminating World's status as a publicly traded Company, or "going 
private." However, there are business as well as legal considerations that 
must be thoroughly evaluated before the decision to go private or stay public 
can be taken. The top executives of World immediately instructed its plan-
ning and legal departments to conduct a study on these points. 

12 J-COM: Share-Trade Irregularities 
on the Day of IPO 287 

December 8, 2005 was a very special day for J-COM Co. Ltd. (J-Com) 
president Yasuhiko Okamoto as this was the day his Company would be 
listed on the Tokyo Stock Exchange (TSE). After the market opened, he 
had been watching J-Com's stock price go up in bid-only mode, along 
with officials from Nikko Citigroup Ltd., the lead manager for the listing, 
when a seil order for more than 40 times the firm's outstanding shares was 
placed by Mizuho Securities (Mizuho See). Before the end of the day, 
Okamoto found that Mizuho See suffered losses of at least ¥27 billion 
following an input order for the sale of one share for ¥610,000 which was 
accidentally entered as 610,000 shares for ¥1 each. The error threw the 
exchange into turmoil, and Mizuho Sec's president, Makoto Fukuda, 
apologized for the error. The new J-Com shares had a starting price of 
¥672,000, but after the misplaced order they feil to the day's bottom trad-
ing limit of ¥572,000 each. After Mizuho See bought back the shares, they 
rose to the maximum allowable single day gain of ¥700,000. Mizuho See 
bought back about 514,000 shares, but since the number of sold shares 
exceeded the number of existing shares which stood at 14,500, there was 
a possibility that Mizuho See would not be able to hand shares over to the 
Investors who bought them. Mizuho See planned to discuss with the TSE 
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and its Clearing Organization whether it would be allowed to make cash 
payments in lieu of delivering J-Com shares. President Yasuhiko Okamoto 
of J-Com wanted the market to value bis Company properly and under 
normal conditions. He was not happy to know that some brokerages had 
taken advantage of the mistake by Mizuho See and had started speculating 
with J-Com shares, while other Investors, who bought shares that they 
underwrote, were losing money, since on December 8 the low price was 
¥572,000, which was lower than the initial public offering (IPO) price of 
¥672,000. Should these transactions, made on the back of a clear error, be 
honored? What steps should the players, such as J-Com, TSE, the regula-
tor and Mizuho See take? What do they stand to lose from the market 
turmoil involving the J-Com stock? 

13 Softbank's New Strategy: The Largest LBO 
in Japan 307 

Softbank Corp. (Softbank) has announced the final agreement with British 
cellular phone giant Vodafone Group Plc (Vodafone) to buy its Japanese 
unit, Vodafone KK, for ¥1.75 trillion. Under the agreement, Softbank will 
gain 97.7% of stocks in Vodafone KK and acquire about ¥200 billion in its 
interest-bearing debts. To pay for the deal, which is the largest business 
acquisition ever undergone by a Japanese firm, Softbank plans to raise 
between 1.1 trillion to 1.2 trillion yen through leveraged-buyout arrange-
ment, by using Vodafone KK's assets as collateral. Softbank president 
Masayoshi Son feels satisfied that he has successfully accomplished a big 
deal, laying the foundation for a business that will continue to expand. But 
he knows that some key questions have to be answered in order to meet the 
future proactively. First, in what direction should he take Softbank from 
here? Can Softbank maintain its culture, strueture, and ability to respond 
quickly and effectively to dient needs throughout the period of antieipated 
rapid growth? Second, should antitrust considerations preclude the deal? 
Can Softbank in fact raise the necessary funds to effect this acquisition? Is 
Softbank's claim of "synergy" no more than an opportunity to lop off over-
lapping Operations? Third, and perhaps the biggest question of all, can this 
acquisition work as a serious and positive strategy, or is it merely a defensive 
tactic to eliminate Softbank's most troublesome and dangerous competitors? 
The top management of Softbank must answer these questions clearly to 
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Outsiders, including its shareholders. The immediate concern for the top 
management of Softbank is the borrowing of about ¥1.3 triliion to finance 
its purchase. The sum is the largest ever to be raised for a buyout by a single 
Japanese Company. The top management has instructed the planning depart-
ment to conduct a study on financing alternatives and the all-in cost of these 
alternatives (yen, US dollars and British pounds) in terms of yen. 

14 Keidanren: Foreign Political Contributions in Japan 335 

In Japan, there has been increased scrutiny of companies' general participa-
tion in the political process, in particular political campaign contributions. 
Over the past decade, Japan has placed new restrictions on companies' 
political giving and has required greater disclosure of campaign contribu
tions. Increasingly, shareholders are seeking to hold companies accountable 
for their campaign contributions. On May 23, 2006 Canon Inc.'s chairman 
Fujio Mitarai was appointed chairman of Nippon Keidanren, Japan's influ-
ential corporate sector champion. In terms of concrete policy demands, 
Keidanren was approaching a turning point. Among the themes that would 
be given priority, establishing corporate ethics would be vital. The senior 
management of Keidanren was quite busy in preparing the new policy state-
ments. Among others, whether Keidanren should express its policy for 
promoting voluntary political donations by foreign corporations in Japan 
was the issue. Canon was one of the excellent companies in Japan but for
eign corporations like Canon couldn't make political donations at that time. 

15 Tokyo Disneyland (3): New Strategies Needed 
for Sluggish Demand 363 

On May 9, 2005, Oriental Land Co. Ltd. (OL) has announced the changes in 
the company's top management. The early summer of 2005 was a real sizzler 
for the new management. They were feeling the heat not only from the 
humid weather in Tokyo in the rainy season but also from the visitors' num-
bers that had just come in. The total combined attendance at Tokyo 
Disneyland Park and Tokyo DisneySea Park for this fiscal year (April 1, 
2004 to March 31, 2005) amounted to 25.021million guests, 98.2% of last 
year's attendance. The top management was concemed that this decrease in 
attendance might be an alarming waming of tough times ahead and that a 
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prime example of a successful foreign Investment in Japan was now caught 
in a completely new structural change — the factors that had been critical to 
its past success were now diminishing. The top management considered that 
amusement park and leisure land industry continue to provide little cause for 
optimism, due to factors such as slackening consumer spending and demo-
graphic changes. Under these conditions, the Oriental Land Group decided 
to focus on the two long-term strategies aimed at further growth: developing 
Tokyo Disney Resort into a "Destination Resort" and expanding businesses 
outside Maihama area (where Tokyo Disney Resort is located). In addition 
to the long-term strategies, the top management considers that a study is 
needed to know whether they can diversify the operating base. They would 
specifically like to know whether current pricing policy is right or not under 
deflation which Japanese economy has been suffering for long time and how 
changes in the pricing to visitors, if necessary, will influence on the compa-
ny's cash flows in the future. The strategy taken depends to a large measure 
on management's opinion about the price elasticity of demand by the visitors 
to the company's services. The top management asked the planning depart-
ment to study the possible price changes and use net present value (NPV) 
methods to evaluate these alternatives on the basis of the future cash flows, 
incorporating the company's long-term strategies already established. 

16 Licensing Arrangement or Joint Venture (4): 
An Ex Post Case Study of Tokyo Disneyland 385 

In the late 1970s, Walt Disney corporation sought to expand its enterprise 
to Japan. Oriental Land Corp., which represented the Japanese side of the 
negotiations, and Walt Disney, had to decide on a licensing arrangement 
or a joint venture. The objective of this study is to examine the actual 
determinants, models, and data of that Investment choice. This case study 
is of value to governments and multinational enterprises that want to 
explore an optimal alliance with a foreign partner. Based on the law, the 
Japanese government intervened in the negotiations between the Oriental 
Land Corp. and Walt Disney as to the form of the arrangement for Tokyo 
Disneyland. Thirty years later, it is worthwhile to examine the validity of 
their decisions and which arrangement benefited the project and the part
ners most. This paper presents ex post empirical evidence for this discus-
sion. The efficacy and effectiveness of the law that allows the Japanese 
government to intervene are also questioned. 
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17 Ina Food Industry (2): Marketing 
Strategies in a Deflationary Environment 409 

Ina Food Industry Co. Ltd. (Ina Food) is situated in the city of Ina, Nagano 
Prefecture, and surrounded by the soaring mountains of the Japanese 
Alps. Hiroshi Tsukakoshi, Ina Food's 75-year-old chairman, has led the 
Company through an incredible 55 years of continuous revenue and profit 
growth. The Company is a leading manufacturer of powdered agar, a tra-
ditional gelatine product derived from seaweed. In the summer of 2012, 
Tsukakoshi is looking through the windows of his office in Ina City. He is 
thinking about how he aims for his Company to be a Corporation that is 
conscious of the global environment. He feels he has done a good Job so 
far. The business has prospered and does not present any urgent problems. 
However, he also feels that he should not simply sit back and savor his 
success. He is facing his retirement and has concems about the long-term 
growth of the Company. He is thinking it might be the right time to intro-
duce some new marketing strategies for the Company. There is also 
another reason for concern: Japan's deflationary environment, persistent 
for 20 years now. He is interested in increasing sales volume and profit by 
raising prices when most other companies are lowering theirs under defla-
tion. In this environment, even keeping prices constant means a relative 
increase of price. Tsukakoshi believes that, in essence, as long as a Com
pany is confident in the competitiveness of its products, there are always 
methods to raise prices and increase profits. The key is raising the prices 
of merchandise and services in a way that the customers can accept. 
Raising prices in a difficult economic climate is a risky decision. 
Nevertheless, the Company is successful in raising the price under defla-
tion. While the Japanese economy faces serious difficulties, the Company 
has obtained successful results thanks to marketing, producing, financing, 
and allocating resources. 

18 Bank of Japan (2): The Meeting on April 4, 2013 
(Doubling Japan's Monetary Base via Government 
Bond Purchases) 427 

Shinzö Abe, the current prime minister of Japan, has been promoting vari-
ous economic stimulus measures — dubbed "Abenomics" — since taking 
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office in December 2012. So far, bis relentless pressure on the Bank of 
Japan (BOJ) to further ease its monetary policy has had some impact on the 
markets. It is a combination of monetary relaxation, heavy fiscal spending. 
and targeted growth strategies. The detailed policies include Inflation tar
geting at a 2% annual rate, correction of the excessive yen appreciation, 
radical quantitative easing, expansion of public Investment, buying Opera
tions of Japanese government bonds (JGBs) by the BOJ, and revision of the 
BOJ Act. On April 4, 2013, the Japanese parliament approved Haruhiko 
Kuroda for a füll, live-year term as the BOJ's governor. He officially 
replaced his predecessor, Masaaski Shirakawa, who stepped down on 
March 19 before his official term was expected to end on April 8. The new 
BOJ launched an aggressive easing program in what markets said are sur-
prisingly bold first steps by Kuroda as he begins his campaign to rid the 
economy of over 20 years of deflation. By taking every currently conceiv-
able measure at once, he is driving home the point that the central bank's 
monetary easing has entered a new dimension. The BOJ policy board has 
thus agreed to a 2% price-rise target at the earliest possible time, with a 
time horizon of about two years. With this, the BOJ has cut off its own 
retreat. The markets have taken the BOJ's recent decision to set a 2% Infla
tion target as the last big Step in the first round of Ahe's policy push. The 
markets are concerned that government interference and pressure on the 
BOJ endangers its independence. Also, concerns are being raised that even 
if these new economic policies being implemented by Abe and the BOJ lift 
Japan out of deflation, an even more formidable challenge might await the 
government. The concerns are: higher interest rates, currency war fears, 
and the appearance of an economic bubble. It is too early to determine the 
actual efficacy and validity of the BOJ's new monetary policy, which is a 
brave experiment. History will evaluate it later on an ex post basis. But we 
can study now the details of the BOJ's decision. 

19 Abenomics of Japan: What Was It? Could 
This Conquer Japan's Decade-Long Deflation? 449 

The economic policies advocated by Prime Minister Shinzö Abe of Japan, 
dubbed Abenomics, have weakened the yen and given new life to Japan's 
stock market. Abe calls for the "three arrows" to conquer Japan's more-
than-a-decade-long deflation, along with aggressive monetary easing and 
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large-scale public works projects. There are three components of 
Abenomics: monetary easing, fiscal spending, and growth strategies. But 
the third component, growth strategies, is among the key policies. The 
economy-boosting effects of Abenomics and the Bank of Japan's (BOJ) 
bold monetary easing policy are stirring up considerable global interest in 
Japan. Without plans for keeping the growth momentum alive, however, 
the current excitement may all be for nothing. This sudden interest in 
Japan is being driven by three main factors: (1) the extraordinary size of 
the BOJ's easing has caught many overseas Investors by surprise. The 
central bank plans to double the monetary base to 270 trillion yen in two 
years, a far cry from the previous policy of incremental easing; (2) corpo
rate profits are rising more quickly than expected; and (3) Japan's 
Abenomics stands out as a bright spot amid the global economic gloom. 
But these expectations can be lofty. Of the three components of 
Abenomics, monetary easing and fiscal spending are unlikely to inflict 
much pain on the public, apart from the fact that younger generations will 
be forced to pay back the debt the government is rapidly incurring. But the 
third component, growth strategies, can only be effective when addressing 
regulatory issues that have long been left untouched. What Japan needs 
most is regulatory and structural reform. These painful, drastic reforms 
will shuffle the deck for protected businesses. While structural reforms 
almost always inflict pain on vested interests protected by regulatory 
walls, creative initiatives by newcomers benefit consumers and help to 
revitalize the economy. 

20 Saizeriya and the Use of Foreign Currency Coupon Swaps: 
Was This for Hedging or Speculation? 477 

Saizeriya Co. Ltd. (Saizeriya), a Company involved in the restaurant busi-
ness, had aimed to provide healthy and tasty Italian meals at affordable 
prices to everyone since its establishment. On December 9, 2008, 
Yasuhiko Shogaki, Saizeriya's president, made a public announcement as 
to the loss of ¥15 billion caused by the use of foreign currency coupon 
swaps. On the same day, Shogaki further announced that because of such 
transactions as derivatives meant to hedge against foreign exchange risks, 
this Italian-restaurant chain Operator might fall into the red in terms of 
group net eamings that fiscal year through August 2009. He said Saizeriya 
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had signed derivatives deals with BNP Paribas Securities (Japan) Ltd. in 
October 2007 to procure Australian dollars (A$), needed to import food 
from that country. Following the disclosure, Saizeriya's stock price went 
limit-down on December 10, 2008 as Investors rushed to dump the stock. 
Some directors and shareholders questioned this disclosure. But Shogaki 
had to decide whether the Company should continue hedging, such as with 
swaps, despite the fact that Saizeriya suffered huge losses this time. If 
Saizeriya did not arrange any hedging, the Company could enjoy yen 
appreciation merits for the payments in A$. 

Appendix 
Index 

519 
541 


