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The Genesis and the Development of the Pre-war Japanese Stock Market

Abstract

This paper examines the development of the Tokyo Stock Exchange since its
inception in 1878 to the mid-1930s. Special attention is paid to the increases in the
number of listed stocks throughout this period. By the mid-1930s, the Tokyo Stock
Exchange had grown to a market bigger (measured relative to GDP) than many
contemporary stock exchanges in major economies. Even compared with the stock
exchanges in major countries today, the pre-war Tokyo Stock Exchange was quite large.
New listings in the spot market section of the Tokyo Stock Exchange were not restricted
for most of this period. Our regression analysis reveals that many firms decided to list
their stocks on the Tokyo Stock Exchange as they became older and bigger. The
commercial code change in 1911, which increased the protection of outside shareholders,
also had a positive impact on the listings on the Tokyo Stock Exchange. The Tokyo
Stock Exchange reform of 1918 that aimed at standardization of the spot transactions
increased the listings on the Exchange. The analysis also suggests that in the earlier
period, there was a “home bias” that the companies located in the Eastern part of Japan
(closer to the Tokyo Stock Exchange) were more likely to be listed in the Tokyo Stock
Exchange, but the effect diminished after the Exchange reform of 1918.
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1885 1900 1915 1925 1935
24 100.0 96 100.0 151 100.0 695 100.0 899  100.0
1 20 833 29 302 32 212 58 8.3 84 93
2 2 8.3 6 6.3 15 9.9 52 7.5 65 7.2
3 1 42 6 6.3 11 7.3 52 7.5 61 6.8
4 1 42 6 6.3 9 6.0 47 6.8 59 6.6
5 5 5.2 9 6.0 44 6.3 57 6.3
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7 5 5.2 6 4.0 36 52 51 5.7
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10 4 4.2 5 3.3 30 4.3 39 4.3
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12 3 31 4 2.6 27 3.9 31 34
13 3 31 4 2.6 25 3.6 29 3.2
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15 2 21 3 2.0 20 29 24 2.7
16 2 21 3 2.0 18 2.6 21 2.3
17 2 2.1 3 2.0 17 24 20 2.2
18 1 1.0 3 2.0 15 2.2 17 19
19 1 1.0 3 2.0 14 2.0 16 18
20 1 1.0 3 2.0 13 19 16 18
0 0.0 2 2.1 10 6.6 72 104 110 12.2
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160 100.0 152 1000 24 100.0
26 16.3 26 17.1 3 125
21 131 22 145 3 125
11 6.9 9 5.9 3 125
11 6.9 8 5.3 2 8.3
8 5.0 7 4.6 2 8.3
7 44 7 4.6 2 8.3
7 44 6 3.9 2 8.3
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1885 1915 1925 1935|1885 1900 1915 1925 1935
24 96 151 695 899| 1000 100.0 100.0 100.0 100.0
22 77 121 536 650 917 80.2 80.7 77.1 72.3

0 4 2 7 9 0 4.2 13 1.0 10
2 0 0 8 16 8.3 0.0 0.0 12 18
17 67 110 487 569 70.8 69.8 73.3 70.1 63.3
12 54 89 440 506 50.0 56.3 593 63.3 56.3
3 6 9 34 56 12.5 6.3 6.0 49 6.2
2 19 22 105 171 8.3 19.8 14.7 151 19.0
2 11 16 82 135 8.3 115 10.7 118 15.0
2 4 13 66 105 8.3 4.2 8.7 95 117
0 3 2 11 17 0.0 31 13 16 19
0 0 0 1 5 0.0 0.0 0.0 0.1 0.6
0 5 5 11 14 0.0 5.2 2.7 16 16
0 0 7 32 42 0.0 0.0 4.7 4.6 4.7
0 0 0 22 36 0.0 0.0 0.0 3.2 4.0
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180 152 100.0 100.0 24 100.0
127 121 70.6 79.6 18 75.0

2 2 11 13 0 0.0

3 2 17 13 0 0.0
117 111 65.0 73.0 18 75.0
104 102 578 67.1 17 70.8
5 6 2.8 3.9 0 0.0
20 21 111 13.8 4 16.7
15 17 8.3 11.2 4 16.7
13 15 7.2 9.9 4 16.7
2 3 11 2.0 0 0.0

0 0 0.0 0.0 0 0.0

3 1 17 0.7 0 0.0
11 8 6.1 53 1 4.2
2 2 11 13 1 4.2
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Obs. 4 24 96 151 698 899 160 152 24
1,500 20,000 66,000 200,000 440,000 800,000 440,000 800,000( 800,000

40 70 80 50 63 20 250 500 3,625

448 1,302 4216 8,141 11,705 13,816 27,589 45549| 121,325

705 4033 9,000 18,405 27,108 39,368 47,302 84,385| 168,737

1.58 3.10 2.13 2.26 2.32 2.85 171 1.85 1.39
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Obs. 4 24 96 151 698 899 160 152 24
2 9 28 43 53 63 53 63 63

0 4 0 1 0 0 3 1 6

1.50 7.29 10.01 16.60 14.09 2045( 2153 2817 33.67

1.00 127 5.90 9.75 11.18 12.68| 1197 1387 16.60

0.67 0.17 0.59 0.59 0.79 0.62 0.56 0.49 0.49
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Lt
Logit Logit Poisson Poisson

-11545 (-5.041) *** -0.713 (-5.808) *** -10872 (-5.571) *** -7.012 (-5.992) ***
NCAP 0075 (3.333) *** 0.063 (3.000) *** 0.0668  ( 4.245) *** 0.056 (3.715) ***
AGE 0044 (1.936) * 0037 (1671)* 0.0431 (1.982) ** 0.037 (1.759) *
ROE 1409 (0.733) 0900 (0.554) 1402 (0.982) 0912 (0.857)
EAST 6.413 ( 3.960) *** 3.759  (3.021) *** 5835 (3.938) *** 3476  (3.038) ***
REFORM 2121 (1645 * 2266 (2.003) ** 2091 (1.464) 2175 (1.907) *
EAST*REFORM  -6.418 (-3.648) *** -3.844 (-2.636) *** -5.821 (-3.540) *** -3.543 (-2.543) **
LAW 4260 (2.796) *** 3.659 (3.654) ***
R 0.071 0.035 0.071 0.0336
Log likelihood -72.040 -76.521 -73.179 -77.352
Obs. 938 938 938 938
Positive obs. 18 18 18 18
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