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Engagement in Passive Management,
Discussion Points and Solution Proposal

Yoshiaki Akeda

Abstract:

Passive funds are expanding in asset management industry. At the same time, the voice
that passive funds should contribute to raising corporate value has strengthened. In the
stewardship code revised edition announced in May 2017, "Passive management should
actively engage in constructive dialogue and voting rights" was declared. Passive
management is essentially an ultra-low cost investment on the premise of market
efficiency, and it is incompatible with costly constructive dialogue (engagement). In
addition, how to recover this cost to the investment management company is a business
problem. If you do not charge customers by giving up the cost recovery, there is a concern
about conflicts of interest among client investors and the like. In this paper, we will
organize issues concerning engagement in passive management and propose a method to
outsource engagement activities by investing in engagement funds as a solution to the
business model. I would like to hope that active discussion will be held on the way of
business model concerning engagement in passive management, using this paper as one

of the materials.
Keywords:

Stewardship Code, Passive Management, Constructive Dialogue, Business Model,
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