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chairman’s statement

Despite this, the Company’s revenue 
per share increased to 1.54p over the 
year, compared to 0.01p in the previous 
period. Investment income rose by 26% 
to £1,241,000 following last year’s 21% 
increase, mainly due to the strengthening 
of the yen. Japanese companies continued 
to raise their dividend payouts to boost 
shareholder returns although the increases 
were less than the previous year. The 
aggregate dividend yield on smaller 
companies has in fact risen to a historic high 
as the graph above shows.

As I reported last year, the European 
Court of Justice has ruled that investment 
trust management fees should be exempt 
from VAT.  During the year the Company 
recovered £89,000 of VAT and related 
interest from HM Revenue & Customs. 
Further information is given in note 4 on 
page 40.

However, despite the increase in income 
over the previous year, Shin Nippon’s 
revenue reserve remains in deficit so a 
dividend is not possible.

The Board and the AGM
As was intimated in last year’s Annual Report 
and Accounts, I will be stepping down from 
the Board at this year’s Annual General 
Meeting. I am pleased to announce that 
Barry Rose will become Chairman of the 
Company. The process of Board refreshment 
has continued over the year and Iain 
McLaren was appointed as a new Director 
on 16 January 2009. Mr McLaren will take 
over from Mr Rose as Chairman of the Audit 
Committee. 

Given the weak market conditions it is 
not surprising that Shin Nippon’s discount 
widened over the year along with other 
Japanese smaller company sector investment 
trusts. The Company’s average discount 
has been 13.0% (with borrowings at fair 
value) but the figure varied widely during the 
period from 4.0% to 27.7%. The Company 
did not buy back any shares over the year 
but your Board believes that it is important 
that the Company retains the power to do 
so when the discount of the share price 
to net asset value becomes substantial in 

absolute terms and relative to peer trusts 
over a notable period of time. The purpose 
of this facility if utilised is to enhance net 
asset value per share for existing Shin 
Nippon shareholders. The Board is seeking 
permission therefore to renew the share 
buyback authority at the Annual General 
Meeting on 29 April 2009.

In addition, the Company is seeking to 
renew the Directors’ authority to issue new 
shares and to re-issue any shares held in 
Treasury, up to 5% of the Company’s issued 
share capital for cash, on a non-pre-emptive 
basis and only at a premium to net asset 
value. This authority would be used to feed 
natural market demand and would be asset 
enhancing for existing shareholders.  

The Board is also seeking approval to 
replace the existing Articles of Association 
with new articles which reflect the changes 
in law brought about by the implementation 
of the Companies Act 2006.
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Source: Nomura International plc. Data from the Russell Nomura Small Cap Japan Index, 31 January 1980 to  
28 February 2009.


