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Disclaimer:  This presentation is for educational purposes only.  Nothing in this document or 
any information herein should be construed as an offer, invitation, marketing of services or 
products, advertisement, inducement, or representation of any kind, nor as investment 
advice or a recommendation to buy or sell any investment products or to make any type of 
investment, or as an opinion on the merits or otherwise of any particular investment or 
investment strategy.  Any examples of strategies or trade ideas are intended for illustrative 
purposes only and are not indicative of the historical or future strategy or performance or 
the chances of success of any particular strategy.  This presentation and any statements 
made in connection with the presentation are the presenter’s opinions, which have been 
based upon publicly available facts, information, and analysis, and are not statements of 
fact. 
 
 
 

 



Positive Change is Happening in Japan 
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Abe’s Third Arrow 
“Two Wheels on a Cart” 



184 Investors Have Signed The Stewardship Code 
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“Stewardship responsibilities” and the role of the Code 
In this Code, “stewardship responsibilities” refers to the responsibilities of 
institutional investors to enhance the medium- to long-term investment 
return for their clients and beneficiaries (including ultimate beneficiaries; the 
same shall apply hereafter) by improving and fostering the investee companies’ 
corporate value and sustainable growth through constructive engagement, or 
purposeful dialogue, based on in-depth knowledge of the companies and their 
business environment. 
This Code defines principles considered to be helpful or institutional investors 
who behave as responsible institutional investors in fulfilling their stewardship 
responsibilities with due regard both to their clients and beneficiaries and to 
investee companies.  By fulfilling their stewardship responsibilities properly 
in line with this Code, institutional investors will also be able to contribute to 
the growth of the economy as a whole 

Engagement is not just for foreign 
shareholders 
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Stewardship Code Promotes the Importance of 
Dialogue and Management Accountability 



 
 
 
 
 

• First 33 seconds – nothing else 
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https://www.youtube.com/watch?v=tNqZod
xbsPY 






• Conceived by Kazuo Inamori who founded Kyocera and KDDI. 
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Amoeba Management 



• No.1 leader in ceramic packages for smartphones 
– As smartphones get thinner ceramic packages have  become the 

best solution and Kyocera have over 90% market share 
 

• Growing high margin businesses, overshadowed by losses in US 
telecom and solar, amongst others 

– Fine Ceramics has 18% OPM and growing at 13% 
– Packaging – ceramic and organic have 16% OPM and growing at 

16% 
– Cutting tools, ceramic body parts and others have 18% OPM and 

growing at 9% 
 

• Changes are already underway 
– Recent consolidation of disparate sales teams to focus on single 

industries has an increase in  cross-selling opportunities 
– Actively looking for M&A opportunities in high growth areas such as 

automotive 
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Kyocera – A Gem Hiding in Plan Sight 



Financial Summary 
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6971 JP Equity KYOCERA CORP
Last updated 02-Jun-15

JPYbn
Stock Price 6,711.0
Market Cap 2,534.2
Cash and Cash Equivalents 446.6
Total debt 31.5
Enterprise Value 2,207.4
LT Investment 1,072.0
Adjusted EV 1,135.3
FY15 EBITDA 166.4
FY15 EV/EBITDA 6.8x
P/E 21.2x
Price to book 1.1x
ROE FY15 5.6%



57% of Kyocera’s top shareholders (owning in excess of 70% of Kyocera) are either 
foreign investors or signatories of the code 
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Kyocera
Holder Name Position % Out Japan Stewardship Signatory

BLACKROCK 21,045,463 5.6 BlackRock Japan Co., Ltd.(Formerly BGI)

DODGE & COX 20,012,800 5.3 Foreign

MITSUB UFJ FINANCIAL GROU 19,718,950 5.2 Mitsubishi UFJ Asset Management Co., Ltd.

SUMITOMO MITSUI TRUST HO 19,167,800 5.1 Sumitomo Mitsui Trust Bank, Limited

NOMURA 16,141,400 4.3 Nomura Asset Management Co., Ltd.

NIKKO ASSET MANAGEMENT C 8,550,700 2.3 Nikko Asset Management Co., Ltd

DAIWA SECURITIES GROUP IN 8,387,920 2.2 Daiwa Securities Co., Ltd.

BNP PARIBAS SECURITIES JA 7,058,000 1.9 BNP Paribas Investment Partners Japan Ltd.

VANGUARD GROUP INC 4,856,528 1.3 Foreign

NORGES BANK INVESTMENT M 4,174,961 1.1 Foreign

OPPENHEIMERFUNDS INCORPO 3,043,600 0.8 Foreign

GRANTHAM MAYO VAN OTTERLOO 2,501,680 0.66 Foreign

BANK OF NEW YORK MELLON 2,376,588 0.63 BNY Mellon Asset Management Japan Limited

DEUTSCHE BANK AG 2,255,436 0.6 Deutsche Asset Management (Japan) Limited

MASSACHUSETTS FINANCIAL 1,549,300 0.41 Foreign

GLG PARTNERS LP 1,194,300 0.32 Foreign

T ROWE PRICE ASSOCIATES 1,149,600 0.3 T. Rowe Price International, Inc.

TOKIO MARINE & NICHIDO 1,031,422 0.27 Tokio Marine & Nichido Fire Insurance Co., Ltd.

NIPPON LIFE INSURANCE C 1,002,900 0.27 Nippon Life Insurance Company

MIZUHO ASSET MANAGEMENT 845,800 0.22 Mizuho Asset Management Co., Ltd.

DIMENSIONAL FUND ADVIS 796,058 0.21 Dimensional Fund Advisors 

MANULIFE ASSET MANAGEME 762,987 0.2 Manulife Asset Management (Japan) Limited

USAA INVESTMENT MANAGEM 729,500 0.19 Foreign

CREDIT SUISSE AG 675,443 0.18 Foreign

SOMPO JAPAN NIPPONKOA 631,600 0.17 Sompo Japan Nipponkoa Asset Management Co., Ltd.

Total 149,660,736.0 39.6

Impact of the Stewardship Code on Kyocera 



Market Does Not Yet Believe that Kyocera will 
Budge 
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Engagement Works But It Takes Time 
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• Transparency  
– Improve transparency of disclosure 

 
• Rightsize the capital structure 

– Unwind the cross-shareholdings 
 

• Improve returns 
– Close the loss making US telecom business 
– Capitalize on potential in solar 
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Changes We Have Asked Kyocera to Make 



Kyocera’s Current Disclosure 
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Large numbers in overly broad categories 



Analyst Valuations are Not Based on the 
Underlying Business 
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Better disclosure will help the analysts produce a more accurate 
valuation 

 
 
 
 



Improving ROE is SIMPLE  
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• Unwind cross-
shareholdings 

• Close US telecom business 
• Solar YieldCo Business Return on Equity = 

Shareholders Equity 
Net Income 



The ROE Revolution Is Happening 

• President Matsumoto-san: “The company 
sees shareholders as the most important 
of its stakeholders” 

• New ROE target of 8% 
• Six months ago the company never 

mentioned ROE 
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• Doubled dividend payout ratio from 
30% to 60% and aiming for 80% 
over next five years 

• Cancelling ¥920bn of treasury 
shares  

• Decided to speak regularly with 
shareholders and start a formal 
investor relations service 

• Had been ranked last out of 251 
companies for its disclosures to 
shareholders by the Securities 
Analysts Association of Japan 
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2914 Japan Tobacco 6767 Mitsumi Electric 
2502 Asahi Group Holdings 9432 NTT 
2282 NH Foods 9437 NTT DoCoMo 
1941 Chudenko 4689 Yahoo Japan 
4452 Kao 7974 Nintendo 
4901 Fujifilm Holdings 4324 Dentsu 
3402 Toray Industries 9404 Nippon Television Holdings 
4578 Otsuka Holdings 2432 DeNA 
4507 Shionogi 2327 NS Solutions 
7203 Toyota Motor 9747 Asatsu-Dk 
5401 Nippon Steel & Sumitomo Metal 9064 Yamato Holdings 
5486 Hitachi Metals 9005 Tokyu 
6326 Kubota 9107 Kawasaki Kisen 
6113 Amada 9375 Kintetsu World Express 
6963 Rohm 8058 Mitsubishi Corp. 
6954 Fanuc 8031 Mitsui & Co. 
7751 Canon 8130 Sangetsu 
6758 Sony 2670 ABC-Mart 
6861 Keyence 9831 Yamada Denki 
6752 Panasonic 8252 Marui Group 
6724 Seiko Epson 8242 H2O Retailing/Takashimaya 
6592 Mabuchi Motor 8219 Aoyama Trading 
7762 Citizen Holdings 8306 Mitsubishi UFJ Financial Group 
6857 Advantest 8766 Tokio Marine Holdings 
6976 Taiyo Yuden 8750 Dai-ichi Life Insurance 
7735 SCREEN Holdings 8613 Marusan Securities 
6996 Nichicon  

 
Other Companies that have Taken Action on their 

ROE 



Starting with ‘E’ – Rightsizing the Balance Sheet 
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Kyocera FY 2015
JPYbn

Assets
  + Cash & marketable securities 446.6
  + Accounts & Notes Receivable 313.2
  + Inventories 354.5
  + Other Current Assets 343.3
Total Current Assets 1,457.5
  + LT Investments & LT Receivables 1,072.0
  + Net Fixed Assets 261.5
  + Other Long-Term Assets 230.1
Total Long-Term Assets 1,563.6
Total Assets 3,021.2

Liabilities & Shareholders' Equity
Total Current Liabilities 356.3
  + Long-Term Borrowings 17.9
  + Other Long-Term Liabilities 343.4
Total Long-Term Liabilities 361.3
Total Liabilities 717.6

Total Equity 2,303.6
Total Liabilities & Equity 3,021.2

96% KDDI Shares 



 
The Final Unwind of Cross-Shareholdings is Coming 

 
 
 
 
 
 
 
 

22 



Corporate Governance – Companies are 
Changing  

(MUFG’s Recent Results Announcement)  
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24 

Principle 1.4 Cross-Shareholdings  
 
When companies hold shares of other listed companies as cross-shareholdings, they 
should disclose their policy with respect to doing so. In addition, the board should 
examine the mid- to long-term economic rationale and future outlook of major 
cross-shareholdings on an annual basis, taking into consideration both associated 
risks and returns. The annual examination should result in the board's detailed 
explanation of the objective and rationale behind cross-shareholdings.  
 
Companies should establish and disclose standards with respect to the voting rights 
as to their cross-shareholdings. 

 
Responsibilities for Cross-Shareholdings 



KDDI Cross-Shareholding 
• Kyocera’s holdings of KDDI is valued at ¥967bn - 96% of their cross-shareholdings 
• Sales to KDDI amount to only 8% of consolidated sales in the telecommunications 

segment in FY14  
• With it’s dividends, the KDDI relationship contributed just 6% to net income in FY14 
• Holding on to this stock is against Kyocera’s founding philosophy – Amoeba 

Management 
• Dutch tender? 
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Tackling the ‘R’ 
US Telecommunication business – Losing in 

Everyway 






New Kyocera US Handsets 
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Customers Worried about Water and Scratch 
Resistance can Just Buy Cases for their Phones 
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Kyocera’s Solar Business 



 
• Kyocera’s strive for perfection has led it to design and manufacture 

some of the best solar panels in the world. These panels: 
– Have a higher conversion efficiency of 18% compared to their 

competitors that have a maximum of 16% 
– Maintain their efficiency ratio over the useful life which is greater 

than 20 years 
– 40 year track record 

 
• Unfortunately, high quality means a higher price point which industrial 

users won’t pay 
 

  But there is a solution… 
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Strive for Perfection has its Downsides 
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Chance to Create SunEdison of Japan 



Panels Sold to 
YieldCo 

YieldCo Pays 
Out Steady 

Earnings Stream 

Investors Get 
Steady 

Dividends and 
Lower Cost of 

Capital of 
Financing  
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The Solar YieldCo Explained 
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Japan Opening Up YieldCo Market 
 and Renewable Energy Securitizations 



“We like Japan because the quality of the PPAs, the [feeding] tariff is very 
high. We believe that we have an edge on cost of capital.” – TERP (SUNE 
YieldCo) May 7, 2015 Conference Call 
 
“Finally, our utility-scale solar development activities in Japan continue to 
progress, as demonstrated by our first bookings this month…While the 
cumulative volume of these initial projects is relatively small, it represents 
an important evolution from supplying modules to third parties in Japan to 
now successfully developing and realizing our own pipeline.” –  
First Solar April 30, 2015 Conference Call 
 
“I said in the call last quarter, for YieldCo purposes, we're focusing on very 
high-quality countries. So you're thinking about US, Canada, UK and Japan.” 
– Canadian Solar May 7, 2015 Conference Call  
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Foreign YieldCos are Already Targeting Japan 
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If Investing and Capital Allocation is an Art… 
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Solar Financing will Win the Hunger Games 
 
 

  



Valuation - Sum of the Parts 
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Kyocera
SOTP JPYbn

Fine Ceramic Parts Group 308.4
Semiconductor Group 668.2
Applied Ceramics - Non-Solar 331.1
Applied Ceramics - Solar (No Change 0.0
Electronic Device Group - AVX 214.3
Electronic Device Group - Non-AVX 139.1
Telecom equipment - Japan 116.5
Telecom equipment - International 0.0
Information Equipment Group 459.6
Others 23.7
Total 2,261.0

Solar Yield Co business 500-1000

Net Cash 415.1
Treasury Stock 73.2
Stocks 1,072.0
Total 3,821.4

`
Outstanding shares 0.4
Value per share (Solar at Zero) 10,119.7
Value per Share (Solar Blue Sky) 12,767.9    

Stock price 6,711.0
Upside (Solar at Zero) 50.8%
Upside (Solar Blue Sky) 90.3%
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null

13.061179
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Disclaimer 
 
 
 

Disclaimer:  This presentation is for educational purposes only.  Nothing in this document or any information herein should be construed as an 
offer, invitation, marketing of services or products, advertisement, inducement, or representation of any kind, nor as investment advice or a 
recommendation to buy or sell any investment products or to make any type of investment, or as an opinion on the merits or otherwise of any 
particular investment or investment strategy.  Any examples of strategies or trade ideas are intended for illustrative purposes only and are not 
indicative of the historical or future strategy or performance or the chances of success of any particular strategy. 
 
This presentation and any statements made in connection with the presentation are the presenter’s opinions, which have been based upon publicly 
available facts, information, and analysis, and are not statements of fact.  To the best of the presenter’s ability and belief, all information contained 
herein is accurate and reliable and does not omit to state material facts necessary to make the statements herein not misleading, and has been 
obtained from public sources that the presenter believes to be accurate and reliable, and who are not insiders or “connected persons” of any public 
company referenced herein.  With respect to any public company referred to herein, there may be non-public information in the possession of the 
public companies or insiders thereof that has not been publicly disclosed by those companies.  Therefore, all information contained herein is 
presented “as is,” without warranty of any kind – whether express or implied, and the presenter makes no representations, express or implied, as to 
the accuracy, timeliness, or completeness of any such information or with regard to the results to be obtained from its use.  Any investment 
involves substantial risks, including complete loss of capital.  Any forecasts or estimates are for illustrative purposes only and should not be taken 
as limitations of the maximum possible loss or gain.  Information contained in this presentation may include forward looking statements, 
expectations, and projections.  You should assume these types of statements, expectations, and projections may turn out to be incorrect for 
reasons beyond the presenter’s control. 
 
Any information or written materials presented herein has been prepared by, and is solely the responsibility of, the presenter.  It has not been 
prepared or approved by the Conference organizers, the Sohn Conference Foundation, the Karen Leung Foundation, or any director, officer, 
organizer, or supporter thereof.  The Foundations do not purport to have conducted any due diligence on the information or materials presented by 
any speaker, nor to have taken any steps to verify its accuracy or completeness.  The opinions expressed herein are solely those of the presenter, 
and are not the opinions or views of any other person or entity, including the Foundations, Conference sponsors, Conference media partners, other 
Conference speakers, or the Asia Society. 
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