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Japan facilitates cross-border offering of funds
in Asia

Japan joined Asia Region Funds Passport

On 11 September 2015, Financial Service Agency (FSA)
as Japanese financial regulator announced that the
Japan has decided to join the Asia Region Funds
Passport (ARFP) in last minutes to be considered as an
Original Participating Economy.

The ARFP is the first mutual recognition scheme for
funds established in Japan. It facilitate opportunities for
investors in other countries of Asia to invest into funds
developed in Japan, makes it easier for distributors in
Asia to offer the funds to their home market, and
provide asset managers in Asia access to Japan's huge
retail fund market.

Implications to fund distributors in Asia

Fund distributors in Asian jurisdiction as a member of
the ARFP can import Japanese funds operated by
Japanese asset managers to their home market more
easily than before and enhance their product line-up by
adding the funds in which the retail investors may have
interest.

Implications to asset managers in Asia

Asset managers in the jurisdiction may export their
funds into Japanese retail funds market more easily than
before and will be able to expand their business by
increasing customer bases throughout the Asia.

Japan Sees Asia Region Funds Passport
aS a gateway [0 Interact with Asia

Who should pay attention to this
regulation?

This report should be of interest to the following
parties;

Financial entities who are
interested in distributing
Japanese funds to their retail
market

Asset managers who plan to
offer their funds to Japanese
retail market

Professionals who seek better
understanding of Japanese funds
or Japanese retail market

What is “Asia Region Funds
Passport”?

Asia Region Funds Passport refers to the
arrangements to allow a CIS approved in one
economy to be offered in another economy
with streamlined process.

Already covers large and growth
market in Asian region with potential
increase of participant economy
Commence in mid 2017 followed by
two another passport schemes in the
region

Form regional block and circulate
money within the region
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Overviews of Asia Region Funds Passport

The implementation of the ARFP is approaching and when it comes into force, we will
see passport funds offered across the many economies including Japan.

Asia-Pacific Economic Cooperation (APEC) sets up a Workshop to discuss with the ARFP

2010 under the Finance Ministers of the APEC
Statement of Intent signed by Working Group that is composed by Australia, Korea, New
2013 September Zealand and Singapore under the Workshop
2014 April First Proposed ARFP Rules was published by six WG members including Philippines and
P Thailand, in addition to the original four members

Februar Second Proposed ARFP Rules was published by the said six WG members
2015 Y Statement of Understanding was signed by six economies that consist of Australia, Korea,

September Japan, NZ, Philippine and Thailand
2016 March Signing the Memorandum of Cooperation to be a member of ARFP
2017 ARFP will come into effect in the economy that has developed a relevant framework

Workshop Member Economies Sep. 2013 SOI Apr. 2014 WG Sep. 2015 SOU
Signatories & Members on 1st Signatories &
WG Member Consultation WG Members

Australia Hong Kong Australia Australia Australia
Korea Indonesia Korea Korea Korea

New Zealand \EIEVSIE! New Zealand New Zealand New Zealand
Singapore Taiwan Singapore Singapore (Singapore)
Philippine Vietnam Philippine Philippine
Thailand Thailand Thailand

Approval process for cross-border offering of a Passport Fund

The biggest advantage to be a Passport Fund is to take the streamlined entry process
to the host market, the process which it used to take, in general, several months.

Step1 : Approval Process in Home Economy Step2 : Approval Process in Host Economy

The unique code
General information
Specific information
Fee

2. Specific information

1. General information JJ
3.

Fee

PN~

Home Host

. icati i erator .
Regulator |1 Lodge an application to register Operato 3. Apply for entry Regulator

2. Allocate a unique registration code 4. Approve entry

Streamline entry process or
Notification process
within 21 days

5. Public offering Host

Market

Home Public offering (Passport)
Market — Fund
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Overall fund market structure in Japan

The following chart shows (1) local investment trust accounts for three quarter of
fund market in Japan, and investment corporation scheme is disfavored, and (2)
foreign funds account for 13.6% of the market in total for both investment trust and
investment corporation. The upper right table shows the breakdown of local funds by
product and investment area. The bottom right table shows the breakdown of the
product types of foreign funds.

AUM of fund operated in Japan
Total AUM JPY273.7 trillion at the end of March, 2015
Type of funds AUM (JPY trillion) Investment areas

Mother (Master) fund Global

ETF

MMF
MRF North America

Japan

Non- Equity Oceania
mother/Baby
(Feeder) fund ~ Bond

REIT
Local Investment Trust Asia

JPY209.9 trillion Product mix

Europe

Others ) Mid-South America

Classification of Foreign CIS AUM (JPY billion)
America/Latin 17,568

Asia/Oceania 779

Europe/Africa 773

Japan 385

Global Traditional 929

Local Investment Corporation
. Balanced 1,061

Foreign Investment Trust & Traditional 7,713

Corporation
JPY37.3 trillion MMF 2,263

Alternative 1,217

Ulier Lt Others 4,623

Source: KPMG analysis, based on FSA “Survey results on fund monitoring 2015"

How well do you understand the funds, market and tax in Japan?

The ARFP can provide both fund distributors and asset managers in the ARFP member
economies outside of Japan with great opportunities to expand their businesses to Japan.
For fund distributors, the ARFP can enhance their product line-up by adding funds that
have only been sold in Japan. For asset managers, the ARFP can give them easier and
faster access to Japanese funds compared to non-labeled funds.

In any of cases above, the stakeholders need professional advices such as what is shown
below on Japanese funds and fund market, in order to take full advantage of this

opportunity.
Research Planning Development Compliance
Funds to be a Passport, Regulatory advises Risk management Implementation review
Fund market structure Road mapping Internal control Financial audit
Tax treatment Tax consulting Compliance policy Tax reporting
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With the expected changes in the investment management

Seiji Kamiya ) )
industry, KPMG Japan established the Asset Management

Partner, Group (AMG) to integrate knowledge and skills within the
Financial Services ¥ KPMG group to support market participants strategically to
P: +81-3-3548-5555 (2666) ';;/ deal with the challenges they are facing.
E: seiji.kamiya@jp.kpmg.com ‘E ‘ ) ) )
The AMG provides professional services that address
industry-specific issues, including fund audits, internal controls,
Kenji Hoki risk management and regulatory advisory, as well as
supporting the enhancement of investment management
Senior Manager, operations to deal with the challenges investment managers

Financial Services may face, by utilizing KPMG's global network.

-
-~

P: +81-3-3548-5555 (3217)
E: kenji.hoki@jp.kpmg.com

If you would like to arrange a discussion, please contact one
of our KPMG Regulatory Centre of Excellence of Financial
Risk Management Consulting team members or your regular
KPMG contact.

Brajeshwar Banerjee
Partner,
Tax

P: +81-3-6229-8211
E: brajeshwar.banerjee@jp.kpmg.com

Financial Services Thought Leadership
www.kpmg.com/jp/fsj-en
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Hiroyuki Anan N — 3 Ba—
Partner,
STHRENA
Tax 2

P: +81-3-6229-8221
E: hiroyuki.anan@jp.kpmg.com

KPMG AZSALLC
www.kpmg.com/jp/azsa

In order to comply with the Japanese CPA Law and other regulations, KPMG AZSA LLC may be restricted in its ability to offer some of
these services to certain clients.

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or
entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of
the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate
professional advice after a thorough examination of the particular situation.
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