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RECOVERY IS ACHIEVABLE AND
OFFERS HIGHER PROFITABLILITY
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Catch Trajectories Under Three Policy Scenarios
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Updated Fisheries Act
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New Corporate Governance Code
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KEY RECOMMENDATIONS
To mitigate risk, investors should look for the following:

Commitments to the following practices: Proxies for Evaluating Progress / Credible

w Full traceability of supply Commitment:
EEHFL—YE) T4

@ On-Board Vessel Monitoring

(.'.'. Active Membership in the Seafood
EE=51>Y g ¥

) Taskforce, Global Dialogue on Seafood
Traceability, the Sustainable Shrimp

‘ Operational transparency Partnership, and SeaBOS,
BREDOZHAM FishChoice’s Supplier Directory

Sustainability Policy (with capacity
and accountability provisions)
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Use of International Accounting Sourcing or selling certified
Standards seafood
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Profits at risk in the Japanese
seafood industry

bin Millington
h into the financial ri
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Seafood is not only one of the world’s most valuable globally traded food commodities, but
also an essential source of human nutrition

In 2016 the industry generated global sales of US$130bn from wild-caught fish and US$232bn
from farmed fish.

d_may,

On the face of it, that makes the fishing industry an attractive investment opportunity for

global a anagers and credit lenders, but i also putting unsustainable pressure on
aught fish as nations around the world seek to exploit the financial potential
ral resource.

result stocks h ears through overfishing,
meaning there are fewer and

rbated t ed competition and climate ch

smaller fish to catch.

Financial and reputational risks
Perfect Storm: Profits at Risk in the Japanese Seafood Industry, the report we recently
launched in To on the ri facing the global wild-caught fishing industry, the
Japanese comy in the sector and the investors and credit lenders that finance them.
The problems it identifie hroughout the

y did we focus on Ja in 7outof100top g
compani re Japanese, with total earnings of US$
And becau rc ybally, their impact on the status of the world’s wild-caught
fisheries

Yet recent decades have seen a dramatic decline in the Japanese industry. Japanese seafood
production peaked in 19 at 12.8m tonnes, but it has since fallen by two-thirds, to 4.3m
tonnes in 2017. Global rfishing, a; avated by increased competition, has led to a decline

in fishs and climate chan ompounding the pr

FINANCIAL TIMES

UK COMPANIES TECH MARKETS GRAPHICS OPINION WORK & CAREERS LIFE&ARTS HOW TOSPENDIT

sle Investing

p——
Ethical and responsible investment w/\ + AddtomyFT )

Reputations at stake for asset managers as
biodiversity concerns mount

Institutions are paying more attention to preserving natural habitats in their investment
decisions

Deforestation is damaging the diversity o ve species’ natural habitats © AFP/Getty Images

Jennifer Thompson O 3ER 212

[but] there are places where its very material.” Last month Planet Tracker, a
financial think-tank, warned investors in Japan’s fishing industry they are at

risk if they cannot tell whether their investments are sourcing fish sustainably.

The research argued investors including BlackRock and Norges Bank
Investment Management, who are among the top backers of Japan’s biggest

listed seafood companies, are exposed to financial and reputational risk if

investee companies and their subsidiaries deplete wild fish stocks or engage in

illegal fishing. Planet Tracker has called on investors to push for better

reporting around standards in the industry and on how their fish are caught.
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L/ \—DJx VR —L]ZWLDZEET RXEH? How to interpret ‘Perfect Storm’
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* The meaning of UK NGO publishing a
report focused on Japanese seafood
industry.

 The different recognition of seafood
industry : Global(growing)vs
Japan(deteriorating)

* Globally, seafood is expected to serve
healthy protein to growing population.

* In Japan, seafood industry has small
weight, but Japanese seafood
companies have significant presence
in the global seafood market.

* There may be a strong anticipation for
Japanese seafood industry to become
sustainable.
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f/.§—717 FAR—L]IMBHEATBHRZZE What to Learn from ‘Perfect Storm’
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Explicitly indicates economic risk of Japanese seafood industry

« implicitly indicates diplomatic risk and securities risk
* How can we expect incentive of investors to engage with seafood companies?

Chances are also visualizing

* Reviving Seafood industry by sustainable way will be a key tool to local community empowerment
* Regional banks can play an important role in supporting SMEs in the industry.
» An opportunity to spread a Japan original ESG investment movement

Raising awareness toward the stewardship of seafood industry and ocean sustainability is necessary

Daiwa Institute of Research Ltd. Copyright © 2019 Daiwa Institute of Research Ltd. All rights reserved. 2



. HhIk &3 & FAF-H D JK: Earth, Ocean and Our Water
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EEREHYMNESITTNVELS:
Thank you for your kind attention!
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Stewardship activities in passive management

Future Taker
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DISCLOSURE INSIGHT ACTION
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