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With the whole world watching every move made by the Trump administration on tariffs, in Japan there are other
things happening behind the headlines, independent of the outcome of trade negotiations. This year marks the
tenth anniversary since the introduction of Japan’s Corporate Governance Code, as part of a broader effort to
overhaul corporate performance by improving capital efficiency, adding accountability and oversight, and
increasing transparency and shareholder engagement. Ten years on, those reform initiatives that were designed to
modernise Japan’s corporate culture, are clearly bearing fruit.

According to the Nikkei, the number of Japanese companies that have received shareholder proposals from activist
investors has reached a record high of 50 so far this year (up from 46 last year) rising for the second straight year.
Japan'’s once-stable shareholder base has come down, as a result of the unwinding of cross-shareholdings over the
past decade. With Japanese companies now less insulated from shareholder pressure, and having a more diverse
shareholder base, this is creating more opportunities for activist investors to push for change.

Unsolicited offers as “necessary evil”

In the meantime, since METI released its merger and acquisition (M&A) best practice guidelines in August 2023,
there has been an increasing number of unsolicited offers made in the Japanese market. What would once have
been considered as a “hostile takeover” has now been renamed as the more palatable “acquisition without consent”.

In the past, investment banks and corporate lawyers had largely avoided advising potential suitors on hostile
takeovers due to fear of being criticised for siding with what were considered aggressive actors. This was especially
the case when a large banking group could run the risk of losing its loans business as the price for conducting M&A
business. Today, these banks are now free from reputation risk. This means companies can use their expertise in
unlocking and creating value through M&aAs, irrespective of the nature of the deals.

The last sentence in an op-ed in the Nikkei newspaper published in Japan on May 10 was very powerful and carries
significant weight: “we should not go back to the days when ‘hostile takeovers’ were a taboo”. This is a remarkable
statement coming from the most established and respected financial news source in Japan and would have been
unthinkable in the pre-Global Financial Crisis or even pre-pandemic days and demonstrates how the corporate
climate in Japan has changed.
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What is the success rate?

Given the increasing trend in shareholder activity, the next question to ask is how successful are these acquisition

attempts? Clearly, not all offers have been successful. In fact, many of them can be considered as “not successful”

given the targeted companies were not eventually acquired by the hostile suitor. However, they were all “successful”
in putting companies’ management teams on the spot, and in attempting to fend off suitors by focusing on

enhancing shareholder value. For example, following the unsolicited takeover offer from Canadian retail giant

Alimentation Couche-Tard, Seven &i Holdings is now taking steps to improve its corporate strategy and operations

to lift its share price above the suitor’s bid price.

White knights to the rescue?

Even unsuccessful attempts can result in greater shareholder value being realised. In late 2024, Nidec's unsolicited
offer which targeted Makino Milling Machine, Japan'’s second-largest machine tool maker, was said to be not only
“without consent” but also without any prior behind the scenes negotiations. It was rare in a sense that the move
was not triggered by prior negotiations breaking down, as is often the case.

Nidec eventually gave up on the pursuit of Makino, after the targeted company threatened to mount a "poison pill"
takeover defence. It was effectively forced to find a “white knight” - MBK Partners—that is now expected to acquire
and take control of the company at a higher price. MBK Partners ended up offering a higher price (6.8% higher than
Nidec’s original tender offer, which placed a hefty 41.94% premium on the stock) to buy out Makino. In this case,
even greater value is expected to be unlocked for Makino’s existing shareholders when the tender offer goes
through.

Bidding wars are good for shareholders

Other cases have triggered bidding wars between hostile suitors and white knights. A recent case involved the
Taiwanese electronic component maker and a well-known Apple supplier Yageo offering to buy Shibaura
Electronics, known for its competitive sensors, measuring devices and control equipment. Yageo believed it could
help the domestic-focused Shibaura to expand its sales distribution channels globally.

Shibaura’s stock price as of the close of 4 February was JPY 3,140. The initial bid price put out by Yageo was JPY
4,300 per share, which implied a premium of 36.94%. After Shibaura was reported to have sought a white knight,
the Japanese electronic component maker Minebea Mitsumi announced plans to offer a higher price (JPY 4,500 per
share) in a friendly deal. The two companies are aligned and have indicated that they are better positioned to realise
synergies from the merger. The bidding war has continued to play out over the past few months, as shown in the
table below.

Chart 1: Offer prices announced by the bidders

Date Yageo Minebea
5 February JPY 4,300/share -

10 April - 4,500

17 April 5,400 -

1 May - 5,500

8 May 6,200 -

Source: Bloomberg as of May 8, 2025

At the time of writing (12 June,) the highest bid price is JPY 6,200 per share, implying a 97.45% premium over the
stock price on 4 February. Who could have expected the stock doubling in price in just three months without a
competitive environment for corporate control?

Any reference to a particular security is purely for illustrative purpose only and does not constitute a recommendation to buy, sell or hold any security.
Nor should it be relied upon as financial advice in any way.
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Chart 2: Competition for corporate control has been heating up in Japan

Announcement Date m Target Premium* Status

2023

July Nidec TAKISAWA 79.68% v Completed
December Dai-ichi Life Benefit One 82.55% v Completed
2024

March Brother Industries Roland DG 33.50% % Acquired in MBO
March AZ-COM Maruwa C&F Logistics 47.06% X Acquired by white knight
October Alimentation Couche-Tard 7 &iHoldings 20.89% Pending
December Bain Capital Fuji Soft 29.91% X Acquired by KKR
December Nidec Makino Milling Machine 41.94% X1Io | aapliEe byk\:?giaet
2025

May Yageo Shibaura Electronics 97.45% Pending

*Premium’ indicates implied premium to the most recent stock price at the time the initial offer was made or relative to the most recent stock
price at the time any prior offer was made to acquire the stock by another entity.
Source: Company press releases and Nikkei

Summary

Businesses should be owned and operated by whichever companies can maximise their value and is prepared to pay
the highest bid price. Corporate governance reform over the last decade has laid the foundation for this to happen.
We have discussed in the past how corporate culture is something that cannot be changed overnight. Today, it has
become inarguable that in the ten years since the Corporate Governance code was introduced, and just two years
since METI's M&A guidelines delivered a framework for unsolicited offers, Japan’s corporate culture has undergone a
dramatic shift.

While we expect the number of M&A cases to increase going forward, what is equally important is that companies are
taking proactive measures to avoid being targeted by strategic buyers. This should help to unlock further value in the
Japanese market in the years to come.

To learn more about unlocking hidden value in Japan, download the Nikko AM investment guide here.
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Any reference to a particular security is purely for illustrative purpose only and does not constitute a recommendation to buy, sell or hold any security.
Nor should it be relied upon as financial advice in any way.
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If you have any questions on this report, please contact:

Nikko AM team in Europe
Email: EMEAenquiries@nikkoam.com

Important information: This document is prepared by Nikko Asset Management Co., Ltd. and/or its affiliates (Nikko AM) and is for distribution
only under such circumstances as may be permitted by applicable laws. This document does not constitute personal investment advice or a
personal recommendation and it does not consider in any way the objectives, financial situation or needs of any recipients. All recipients are
recommended to consult with their independent tax, financial and legal advisers prior to any investment.

This document is for information purposes only and is not intended to be an offer, or a solicitation of an offer, to buy or sell any investments or
participate in any trading strategy. Moreover, the information in this document will not affect Nikko AM’s investment strategy in any way. The
information and opinions in this document have been derived from or reached from sources believed in good faith to be reliable but have not
been independently verified. Nikko AM makes no guarantee, representation or warranty, express or implied, and accepts no responsibility or
liability for the accuracy or completeness of this document. No reliance should be placed on any assumptions, forecasts, projections, estimates or
prospects contained within this document. This document should not be regarded by recipients as a substitute for the exercise of their own
judgment. Opinions stated in this document may change without notice.

In any investment, past performance is neither an indication nor guarantee of future performance and a loss of capital may occur. Estimates of
future performance are based on assumptions that may not be realised. Investors should be able to withstand the loss of any principal investment.
The mention of individual securities, sectors, regions or countries within this document does not imply a recommendation to buy or sell.

Nikko AM accepts no liability whatsoever for any loss or damage of any kind arising out of the use of all or any part of this document, provided
that nothing herein excludes or restricts any liability of Nikko AM under applicable regulatory rules or requirements.

All information contained in this document is solely for the attention and use of the intended recipients. Any use beyond that intended by Nikko
AM is strictly prohibited.

Japan: The information contained in this document pertaining specifically to the investment products is not directed at persons in Japan nor is it
intended for distribution to persons in Japan. Registration Number: Director of the Kanto Local Finance Bureau (Financial Instruments firms) No.
368 Member Associations: The Investment Trusts Association, Japan/Japan Investment Advisers Association.

United Kingdom: This document is communicated by Nikko Asset Management Europe Ltd, which is authorised and regulated in the United
Kingdom by the Financial Conduct Authority (the FCA) (FRN 122084). This document constitutes a financial promotion for the purposes of the
Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the FCA in the United Kingdom, and is directed at professional
clients as defined in the FCA Handbook of Rules and Guidance.

Luxembourg and Germany: This document is communicated by Nikko Asset Management Luxembourg S.A., which is authorised and regulated in
the Grand Duchy of Luxembourg by the Commission de Surveillance du Secteur Financier (the CSSF) as a management company authorised
under Chapter 15 of the Law of 17 December 2010 (No SO0000717) and as an alternative investment fund manager according to the Law of 12 July
2013 (No. A00002630).

United States: This document may not be duplicated, quoted, discussed or otherwise shared without prior consent. An offering of any investments,
securities or investment advisory services with respect to securities may only be made by receipt of relevant and complete offering documentation
and agreements, as applicable. Any offering or distribution of a Fund in the United States may only be conducted via a licensed and registered
broker-dealer or a duly qualified entity. Nikko Asset Management Americas, Inc. is a United States Registered Investment Adviser.

Singapore: This document is for information to institutional investors as defined in the Securities and Futures Act (Chapter 289), and intermediaries
only. Nikko Asset Management Asia Limited (Co. Reg. No. 198202562H) is regulated by the Monetary Authority of Singapore.

Hong Kong: This document is for information to professional investors as defined in the Securities and Futures Ordinance, and intermediaries only.
The contents of this document have not been reviewed by the Securities and Futures Commission or any regulatory authority in Hong Kong. Nikko
Asset Management Hong Kong Limited is a licensed corporation in Hong Kong.

New Zealand: This document is issued in New Zealand by Nikko Asset Management New Zealand Limited (Company No. 606057, FSP22562). It
is for the use of wholesale clients, researchers, licensed financial advisers and their authorised representatives only.

Kingdom of Bahrain: The document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer
to the public to purchase the Strategy will be made in the Kingdom of Bahrain and this document is intended to be read by the addressee only
and must not be passed to, issued to, or shown to the public generally.

Kuwait: This document is not for general circulation to the public in Kuwait. The Strategy has not been licensed for offering in Kuwait by the Kuwaiti
Capital Markets Authority or any other relevant Kuwaiti government agency. The offering of the Strategy in Kuwait on the basis a private placement
or public offering is, therefore, restricted in accordance with Decree Law No. 7 of 2010 and the bylaws thereto (as amended). No private or public
offering of the Strategy is being made in Kuwait, and no agreement relating to the sale of the Strategy will be concluded in Kuwait. No marketing
or solicitation or inducement activities are being used to offer or market the Strategy in Kuwait.

Kingdom of Saudi Arabia: This document is communicated by Nikko Asset Management Europe Ltd (Nikko AME), which is authorised and regulated
by the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the Financial Conduct Authority (the FCA) in the United
Kingdom (the FCA Rules). This document should not be reproduced, redistributed, or sent directly or indirectly to any other party or published in
full or in part for any purpose whatsoever without a prior written permission from Nikko AME.

This document does not constitute investment advice or a personal recommendation and does not consider in any way the suitability or
appropriateness of the subject matter for the individual circumstances of any recipient. In providing a person with this document, Nikko AME is
not treating that person as a client for the purposes of the FCA Rules other than those relating to financial promotion and that person will not
therefore benefit from any protections that would be available to such clients.
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Nikko AME and its associates and/or its or their officers, directors or employees may have or have had positions or material interests, may at any
time make purchases and/or sales as principal or agent, may provide or have provided corporate finance services to issuers or may provide or
have provided significant advice or investment services in any investments referred to in this document or in related investments. Relevant
confidential information, if any, known within any company in the Nikko AM group or Sumitomo Mitsui Trust Holdings group and not available to
Nikko AME because of regulations or internal procedure is not reflected in this document. The investments mentioned in this document may not
be eligible for sale in some states or countries, and they may not be suitable for all types of investors.

Oman: The information contained in this document nether constitutes a public offer of securities in the Sultanate of Oman as contemplated by
the Commercial companies law of Oman (Royal decree 4/74) or the Capital Markets Law of Oman (Royal Decree80/98, nor does it constitute an
offer to sell, or the solicitation of any offer to buy non-Omani securities in the Sultanate of Oman as contemplated by Article 139 of the Executive
Regulations to the Capital Market law (issued by Decision No. 1/2009). This document is not intended to lead to the conclusion of any contract of
whatsoever nature within the territory of the Sultanate of Oman.

Qatar (excluding QFC): The Strategies are only being offered to a limited number of investors who are willing and able to conduct an independent
investigation of the risks involved in an investment in such Strategies. The document does not constitute an offer to the public and should not be
reproduced, redistributed, or sent directly or indirectly to any other party or published in full or in part for any purpose whatsoever without a prior
written permission from Nikko Asset Management Europe Ltd (Nikko AME). No transaction will be concluded in your jurisdiction and any inquiries
regarding the Strategies should be made to Nikko AME.

United Arab Emirates (excluding DIFC): This document and the information contained herein, do not constitute, and is not intended to constitute,
a public offer of securities in the United Arab Emirates and accordingly should not be construed as such. The Strategy is only being offered to a
limited number of investors in the UAE who are (a) willing and able to conduct an independent investigation of the risks involved in an investment
in such Strategy, and (b) upon their specific request.

The Strategy has not been approved by or licensed or registered with the UAE Central Bank, the Securities and Commodities Authority or any
other relevant licensing authorities or governmental agencies in the UAE. This document is for the use of the named addressee only and should
not be given or shown to any other person (other than employees, agents or consultants in connection with the addressee's consideration thereof).
No transaction will be concluded in the UAE and any inquiries regarding the Strategy should be made to Nikko Asset Management Europe Ltd.
Republic of Korea: This document is being provided for general information purposes only, and shall not, and under no circumstances is, to be
construed as, an offering of financial investment products or services. Nikko AM is not making any representation with respect to the eligibility of
any person to acquire any financial investment product or service. The offering and sale of any financial investment product is subject to the
applicable regulations of the Republic of Korea. Any interests in a fund or collective investment scheme shall be sold after such fund is registered
under the private placement registration regime in accordance with the applicable regulations of the Republic of Korea, and the offering of such
registered fund shall be conducted only through a locally licensed distributor.

Canada: The information provide herein does not constitute any form of financial opinion or investment advice on the part of Nikko AM and it
should not be relied on as such. It does not constitute a prospectus, offering memorandum or private placement memorandum in Canada, and
may not be used in making any investment decision. It should not be considered a solicitation to buy or an offer to sell a security in Canada. This
information is provided for informational and educational use only.
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