Securities Analysts Journal®

February 2021. Vol.59 No.2

CONTENTS
Feature Articles

This month’s focus: Sustainable Finance

OVEIVIEW .. .o Tetsuo Kitagawa 2
Articles

EU’s Sustainable Finance Action Plan and Implications for Japan:

Pursuing net-zero emissions by 2050..................... Ryuichi Horie, Tomoko Tsuruno 6

The EU has developed a comprehensive policy agenda regarding sustainable finance
to achieve the goals of SDGs and the Paris Agreement. Our paper first reviews recent
sustainable finance strategies in the EU and explores the implementation (particularly
focusing on taxonomy), benchmarks, disclosures in the financial service sector, and
corporate disclosure, analyzing the impact of these measures on Japanese companies.

Finally, the expectations and suggestions of market participants regarding Japanese
policies are discussed taking into account European movements in biodiversity and a
circular economy as well as decarbonization, which has just been declared by Prime
Minister Suga.

Standardization and Sustainable Finance: Significance and Problems
.......................................................................................... Akira Kato 17

The EU has established a “taxonomy”, a classification system, for attracting

private sector funds necessary for sustainable economic activities, mainly with respect

to environmental measures. While there are pros and cons, it is a fact that sufficient

information disclosure such as fragmentation and reliability has not been forthcoming,

and it takes a great deal of time to understand and interpret the situation. However,

according to the adaptive market hypothesis, imperfections and unstructured disclosures

are considered to be a business opportunity for securities analysts working to gain a

deeper understanding of the business models of investees.

Sustainability Governance and Sustainability Committee
............................................................ Shigeru Uchigasaki / Akira Mizutani 27
While summarizing recent trends that are driving sustainability governance, this
paper describes sustainability committees as a mechanism for realizing sustainability
governance, including best practice in the Europe, the US, and Japan, and suggests future
directions.

OBFEEET YR MMEx 2021 1



On Disclosure and Corporate Value in the Era of Sustainable Finance:
What is the Disclosure Creating Corporate Value? .................. Haruyoshi Ito, CMA
In this paper, we argue the relationship between sustainability and corporate value.
We show that sustainability is important in a low interest rate environment. Furthermore,
we discuss ideal disclosure from advanced corporate practices. While many articles show
there is a positive correlation between sustainability and corporate value, some show
that a greenwash is revealed by investors and banks. We conclude that corporate value
is created by genuinely pursuing sustainability, showing it objectively using KPIs, and
disclosing the information and the story showing the relationship between sustainability
and corporate value.

Prospects

How Difficult Is It to Give a Lecture on “Corporate Governance”? ... Tetsuo Kitagawa

Economic and Industrial Analysis

ESG Evaluation by Buy-Side Analysts: Activities, Challenges, Outlook
................................................................................. Yuji Watanabe, CMA

Point Of VIEW ..o Ryohei Yanagi
Articles

The Effect of Regulation Fair Disclosure on Analyst Forecasts:

Evidence from Japan .....................cc Yuki Horie / Tetsuyuki Kagaya

The purpose of this paper is to examine how Regulation Fair Disclosure (FD)
affects analyst forecasts. Following the introduction of FD, analysts cannot access private
management information about future earnings, which could thus increase the reliance of
analysts on public information. Our investigation suggests that the reliance of analysts on
management earnings forecasts increased after the implementation of FD.

Informational Value of Textual Tone in Analyst Reports

........................ Kenji Hiramatsu / Kotaro Miwa, CMA / Hiroyuki Sakai / Hiroki Sakaji
In this study, by utilizing deep learning techniques, we analyze the informational

value of the textual tone of analyst reports. The price reaction triggered by report tone

is significant, and statistically and economically significant price drift can be observed.

These findings not only supplement empirical evidence regarding their informational

value but also support the view that prices underreact to textual information in analyst

reports.

Book Reviews .................. Hidetaka Kawakita, CMA / Kei Kodachi, CMA / Maki Kusano

S A AT NS .o e

40

55

61

70

74

86

98

2 gsrFURNYY—F)L 2021, 2



