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How Value-Up Reforms Are Reshaping
Asian Equity Opportunities

Asian jurisdictions are enhancing their corporate governance and equity
market frameworks.

Asia is in the midst of a quiet but powerful corporate governance and investor stewardship
revolution. Across the region, regulators and exchanges are pushing companies to use capital
more efficiently, strengthen shareholder rights and improve transparency, while investors are
increasingly engaging management teams and boards as well as voting their shares.

To understand why this matters, it helps to look at where recent trends started. For much of the past decade, Asian equities
have traded at a persistent discount to U.S. markets, with lower valuation multiples and, in many cases, weaker total
shareholder returns. To illustrate, in the 10 years through December 2025, equity indices in Japan (the TOPIX Index), Korea (the
KOSPI) and China (the SCI1800) delivered annualized returns of 11%, 10% and under 4%, respectively, compared to the S&P
500's roughly 15%.

' Source: Wind/Bloomberg, as of January 26, 2026.



Several structural features have contributed to this gap. Across much of Asia, family-controlled boards have raised concerns about
whether all shareholders are treated fairly when interests diverge. Meanwhile, many companies have held large cash balances or
underused assets, depressing returns on equity, while cautious, opaque dividend policies and rare buybacks left investors unsure how
surplus capital would be used.

Against this backdrop, the common agenda of today’s reforms is clear: Close valuation gaps by improving capital efficiency,
strengthening governance and encouraging companies to enhance shareholder value. These changes are already reshaping the
region’s equity markets, as reflected by the strong recent gains in some countries. While the objectives are similar, however, Japan,
Korea and China are pursuing them in different ways.

Japan: First Mover

Japan was the first mover in Asia’s “value-up” arc, and has shown tangible progress. In early 2023, the Tokyo Stock Exchange urged
companies to adopt “cost of capital and stock price conscious” management, noting that roughly half of Prime and 60% of Standard
Market issuers were trading below 1x price-to-book value, with returns on equity under 8%. The Financial Services Agency reinforced
this message with an Action Program focused on management quality, independent director effectiveness and company/investor
dialogue. Adoption has been broad: As of February 2025, 91% of Prime Listed companies and 49% of Standard Listed companies have
disclosed value-up plans.2 The impact is increasingly visible in rising buybacks and dividends, higher payout ratios and stronger total
shareholder returns, as investors reward credible efforts to turn balance sheet capacity into better ROEs and valuations. This reform
drive has translated into strong equity returns, with the Topix Index having nearly doubled from early 2023 through January 2026.?

Korea: Value Enhancement and Governance Reform

The success of Japan's reforms has prompted regulators elsewhere in the region to advance their own initiatives. Korea's Financial
Services Commission launched the Corporate Value-Up Program in 2024, encouraging companies to voluntarily announce value-
enhancement plans, set mid- to long-term strategies, and disclose financial and non-financial KPIs. A new “3% rule,” effective in
mid-2026, caps the combined voting rights of controlling shareholders and related parties at 3% when electing or removing audit
committee members at large, listed companies (assets of KRW 2 trillion or about US$1.4 billion).* The goal is to bolster audit committee
independence and minority shareholder influence in a market long shaped by Chaebol (family-controlled conglomerate) control. The
market response has been positive, with the Korea Value Up Index, which consists of companies with “excellent corporate value,”
surging 89.4% year-over-year to a record high late last year and outperforming the KOSPI's 75.6% rise over the same period.”

China: M&A Focus

China is taking a different path. While Japan and Korea have emphasized capital returns and balance sheet efficiency, China's value-up
agenda places additional weight on mergers and acquisitions as a value management tool. Unlike the largely voluntary approaches
seen elsewhere, China’s program is mandatory for companies trading below book value. Around 13% of the CSI 800 currently

trades at less than 1x price to book, concentrated mainly in financials,® giving the authorities a sizable cohort of firms to which these
measures can be applied. As of November 2025, a total of 786 A-share listed companies publicly disclosed their policies, and another
228 companies published their plans.’

Conclusion: Bolstering the Asian Opportunity Set

For global investors, this is a welcome shift. As emerging markets evolve from a tactical allocation into a more central pillar of
diversified portfolios, attention is increasingly turning to Asia. With Asian jurisdictions stepping up competition on the quality of their
corporate governance reforms and equity market frameworks, it is creating a broader opportunity set and, over time, a stronger case
for a larger allocation of global capital to the region.

2 Source: “Value Up, Asia, Aligning governance with shareholder value,” Asian Corporate Governance Association, May 2025.
3 Source: TOPIX Index Charts and Quotes — TradingView.

4 As of January 27, 2026.

> Source: Mael Business Newspaper, January 8, 2026.

¢ Source: Wind, as of January 1, 2026.

7 Source: Neuberger research; includes both market value management and value enhancement plans.
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