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What are Stocks?
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What is a Stock Company?

So what exactly is a stock (or joint-stock) company? First of all, funds®1!) are needed in order to
set up a company. Providing these funds is referred to as investment.

Needless to say, it is possible to start a company with all the funds being provided by the founder.
However, unless the founder is a very wealthy person, the scope of the company will be rather
small. This situation gave rise to the system of sharing investment by stocks.

By dividing up the investment needed to start a company, and by many people investing small
amounts of money, the total amount grows and meets the company’s capital requirements.
Companies formed in this way are called stock companies. The investors are referred to as
stockholders (or shareholders), and if the business is successful, the stockholders get a share of the
profits (a dividend (¥2)),

On the other hand, if the company should fail, the investors lose only their original investment;
they do not take on any further debt. This is called limited liability “3). In addition, stockholders
can sell their stock to third parties.

Stock companies have their origins in the so-called Age of Exploration when Europe was

expanding its business and colonial interests throughout the world. Immense amounts of money

were needed to finance voyages to America, India, and elsewhere. Further, there was a risk of

shipwreck, so no individual could possibly cover all the costs. But since successful voyages could be




hugely profitable, many people got together to share the costs. This is said to be the beginning of

the stock company.
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Weaker Yen Unfavorable for Many Japanese Companies
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According to a survey conducted by Tokyo Shoko Research®4) from December 1 to 9, for which
6, 941 responses from companies were received, 29. 3% of the companies described the weak yen as
disadvantageous, as compared to 4. 9% that said it was advantageous. In other words, the number
of companies viewing the weak yen as unfavorable was about six times greater than those who saw
it as favorable.

The breakdown by industry shows that the negative impact of the yen’s depreciation %) has
been steadily spreading, particularly within industries oriented toward domestic demand that
depend on imported products and materials, including textile and garment®8) wholesalers (39 of 56
companies reporting unfavorable conditions) and foodstuff manufacturers (125 of 207 companies

reporting unfavorable conditions).
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Business Risks of a Weaker Yen
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When the companies that answered “unfavorable” were asked about the business risks of a weaker
yen, the most common answer was the increase in indirect costs due to rising costs for materials
and fuel (cited by 1,575 companies), followed by those that pointed to the increase in direct costs
due to rising prices of imported goods (cited by 1,325 companies). A total of 2,020 companies
responded.

When asked about a desirable exchange rate for the yen, most of the companies that benefit from
a weaker yen pointed to somewhere between ¥110 and ¥115, for an average of ¥113 to the US
dollar. In contrast, most companies disadvantaged by a weaker yen viewed a rate between ¥105
and ¥110 as ideal.
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