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Objective

Capital growth from Japanese investments

Investment Policy

- To maintain a portfolio almost wholly imvested n Japan

- To use geaning to Increase poientual returns 1o shareholders The Company’s gearing

policy 15 10 operate within a range of 95% to 115% invested 1n normal market
conditions

- To invest no more than 15% of Its gross assets in any listed company (including
Investment trusts)

Further details on investment pohcies and risk management are given in the
Directars’ Report on page 16
Benchmark

The Tokyo Stock Exchange 15t Section Index (‘TOPIX') expressed 1n sterling terms

Capital Structure

UK domiciled

Full hsting on Lendon Stock Exchange

As at 30th September 2011 the Company’s share capital comprised 161 318 078
{2010 161 458 078) ordinary shares of 25p each

Management Company

The Company employs JPMorgan Asset Management (UK) Lirited (YPMAM’ or the

‘Manager’) to manage 1ts assets




Financial Results

Total returns (includes dividends reinvested)

+5.9%

Return to shareholders'
(2010; +3.9%)

3.3p

Dividend
(2010: 2.8p)

+3.9% +2.8%

Return on net assets? Benchmark return'?
(2010, +3.7%) {2010: +0.9%)

Performance
for periods ended 30th September 2011

B sPuorean sapanese - return 10 sharetalders’
BB 1Puorgan sapanese - return an net assets®
B sechmarx”

A glossary of terms and definitions 1s provided on page 54

Saume: Momingstar
25ource: 1 P Morgan.
3source Datastream. The Company's benchmark s the Tokyo Stack Exchange 151 Section index (TORIX) expressad in srerling ferms
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Chairman’s Statement

it has been a challenging year for Japan as its auzens have had to cope with the
terrtble earthquake and tsunamt in Eastern Japan on 11th March The business
community have had to deal with ongoing power shortages and supply cham
problems exacerbated by a distinct fack of pohitical teadership Despite these setbacks
the Board and Investment Manager beheves there are strong opportuninies to identtfy
Japanese companies that will deliver good results for shareholders

Investment Performance

Over the year 1o 30th September 2011, your Company produced a total return on net
assets in sterling terms of 3 9%, ocutperforming the total return in sterling of the
Tokyo Stock Exchange First Sechion (TOPIX) Index (our benchrnark) of 2 8% by 1 1%
The share price total return was 59%

Revenue and Dividends

The Company’s revenue position has continued to strengthen with earmings per share
for the full year rising to 3 49p {2010 2 91p) The Board proposes subjectto
shareholders’ approval at the AGM, to pay a final dividend of 3 3p per share (2010

2 80p) an increase of 179% The dividend would be payable on 2ist December 2011
to shareholders on the register at the close of business on 2nd December 2011 It
remains iImportant to stress that dividend streams from Japan depend tc a
considerable degree on the construction of the portfolio at any given tme This year's
payment therefore should not be taken as any indication of future dividend

payments

Gearmg

The Board of Directors sets the overall strategic gearning policy and guidelines andg
reviews these at each meeting The investment managers then manage the gearing
within these agreed levels At the year-end on 30th September 2011 the Company
was ungeared and held a small net cash posttion of 0 6% in the portfolio The
management of geanng has been active during the year with the level having ranged
between a geared position of 71% and a net cash positron of 3 0% during the year

Investment Manager

The Company's objective 1s to provide shareholders with capital growth from a
portfolio of Investments in Japanese companies Sharehalders will be pleased to see
that, agamn this year your Investiment Manager has achieved some outperformance
against the TOPIX index used as our benchmark

Board of Directors

Two Directors are seeking re-election at this year's Asnnual General Meeting The
Direcior retining by rotation 1s David Pearson, who being eligible offers himself for
re-election In addition, | having served as a Director for in excess of nine years
therefore also retire and will seek re-election The Board does not believe that length
of service in itself should disqualify a Director from seeking re-election and, in
proposing my re-elecuion 1t has taken into account the ongoing requirements of the

2 | JPMorgan Japanese Investment Trust plc. Annual Report & Accounts 2011




UK Corporate Governance Code, including the need to refresh the Board and its
Committees David contributes significantly to the Board's deliberattons and 1 have no
hesitation in recommending his re-election

Articles of Association

The Company’s Articles are being amended 1o allow the Company 10 Increase the
aggregate Directors' fees payable in any one year, in case an additionat member of
the Board needs to be recruited The Directors recommend that shareholders vote in
favour of the propased resoluticn

Authority to Repurchase the Company's Shares

At last year's AGM shareholders granted the Directors’ authority torepurchase up to |
14 99% of the Company’s shares for cancellation The Company repurchased 0 1% of

the Company’s 1ssued share capital (140,000 shares) for cancellation during the year

The Directors beiieve that the power to buyback shares s of ongong benefit to

shareholders and therefore propose that the authonity be renewed for a further

penod

Annual General Meeting

This year's Annual General Meeing will be held on 20th December2011at200pm
at Trinity House, Tower Hill London EC3N 4DH As Inprevious years 1n addition to
the formal part of the meeting there will be 2 presentation fromthe tnvestment
Managers who will answer questions on the portfalio and performance There will
also be an opportumity to meet the Board the Investment Managers and
representatives of J P Margan after the meeting | look forward to welcoming as
many of you as possible to this meeting If you have any detailed or technical
questions, it would be helpful if you could raise these in advance of the meeting with
the Company Secretary at Finsbury Dials, 20 Finsbury Street, London EC2Y 9AQ
Shareholders who are unable to attend the AGM are encouraged to cast their votes
by proxy

Prospects

Your Investment Manager beileves that there will be a sharp difference between

those companies that succeed and thase that wili not in future The Company has the

added benefit of its physical locatuion i Tokyo helping to identify long-term country,

sectar and stock speafic themes Despite the number of unknown macro-economic

variables, which explains the low level of borrowing at the end of the financial year

and the current ungeared position, we are positive over the long-term view 1
Achieving good mnvestment results remains rmperative and your Board wtll monitor ;
the ongoing investment aperations to ensure that this continues

|
Jeremy Paulson-Ellis i
Chairman 17th November 2011
|
|
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Investment Manager’s Report

The key focus of the Company's holdings remains very much as last year although the
number of holdings have been reduced to those companies that have strong balance
sheets and are not affected by macro-economic issues - Japanese companies that
have an oppartunity 1o grow In Asia those that are priontusing shareholder reiurns
and those that are in structural growth niches within the domestic economy
Encouragingly this approach has provided another year of outperformance against
our benchmark index

The Great East Japan Earthquake

The triple disaster in March led to a sigruficant slowdown in the economy as factaries
shut supply chams were damaged and power was rationed Encouragingly, the
recovery fram this tragedy has been far quicker than many expected and production
has now normalised for most companies Disciplined power consumption dunng the
summer months meant that further significant disruptions were avoided The key
long-term consequence will be a reappraisal of Japan's energy policy, a process that
has already begun

The Economy

The speed of the global economic recovery following the 2008 Lehman disaster has

been a disappointment Unemploymentin the United States has remained at

historically high levels The Eurozone crisis has deepened as politicians have failed

to deal with many of the key 1ssues Many countries are proceeding with austerity

measures at the same time as economic growth falters This does not bode well for

future growth 8y contrast Asia has remained robus: and japan is fortunate that by

geographic chance it 15 located in the heart of a region undergoing a transformation |
Japanese exports to Asia are now larger than to the US and Europe combined and
many of the products m demand in these areas are key areas of Japanese competitive
strength

Currency

The strength of the Japanese Yen has been a feature of the last four years The Yen
now trades at a mutu-year high against many currencies including the us Dollar the
Briush Pound and the Euro Against the Pound the exchange rate has moved from
¥2501n the middle of 2007 to around ¥120 currently The strength of the Yen s
important because many of Japan’'s key competitor nations have very weak
currencies It s remarkable that Japanese manufacturers have dealt so well with this
rapudly appreciating currency Nissan, for example, contrnues to move substantial
production outside of Japan while Canon has been able to keep operating margins
abave 10%

Politics

At the end of August Yoshihiko Noda was elected Japan's sixth prime minister 1n five
years He succeeded Nacto Kan who stepped down under pressure of this handhing of
the March earthquake and subsequent nuclear crisis Furthermore there have now
been erght finance ministers 1n the last three years Clearly, this level of turnover of
sentor politicians 1s not helpful However, Japan's bureaucracy is strong and these
changes have close to no impact on individual companmies

4 | JPMorgan Japanese investment Trust plc. Annual Report & Accounts 2011




Portfolio Strategy and Performance
Performance attribution for the ey

vear ended 30th September 2011 There are many long-term trends in Japan which we use 1o establish a strong

o% % framework in which to find companies that will succeed in the loang-term For
example, the populanon will fall, deftanon 1s entrenched and in some areas Japanese
companies have lost aut to lower cost nivals in the restof the Asian region On the

Contributions to totat returns

Benchmark return 28 | more positive side we expect trade with Asia to continue to expand and that even
stock/Sector 25 within the domestic market there are structural shifts such as the increased shopping
Gearing/cash -06 online

Investment manager

contribution 19 The investments in the portfohio can be broadly divided into four different groups

Portfolio total return 47 {1} Companies that will grow sales and profits by taking advantage of rapidly
Management fee/ expanding markets across the Asian region Familymart i1s a convenience store
other expenses o8 operator in the hughly mature Japanese market we believe it s attractive for two
share repurchases - reasons First the domestic market 15 a three player olgopoly that focuses on
Other effects 08 profits and cash flow Second 1115 using this cash flow 1o aggressively invest
across the Asian region to bring future growth
Return on net assets 39

Source 1PN and Moragstar There 1s rapid growth of the middle class across the developing world and this has
All igures 2re on at0:al retum basts. two main consequences for companies in the portfalio First, disposable incomes
are rnsing which means increased demand for many products - Canon 1s the
number one i the Chunese camera market Suzuki s number one in Indian autos,
Honda the number one in Indenesian motarbikes Makita 1s number one i
Russian power tools Second, as wages rise there 15 a greater necessity to

Performance attnbution analyses how
the Company achueved 1ts performance
relauve 1o 1ts benchmark

A glossary of terms and definitions is automate production and Japan has many globally leading companies in the
provided on page 54 fields of rabotics and factory automatuon - for example Fanuc, THK and Mitsubishi
Electnc

{2) Companies that are prioriusing shareholder retums Telecom companies have
been long-standing positions for the Company NTT has consistently bought back
shares from the government aver the recent past and 15 commiited to Improving
dividends Similarly Japan Tobacco looks set to buy back some of the
government's stake I1t1s also seeking to bring its payout ratio closer to that of
global peers

3

=

Companies that are exposed 1o structurally growing areas domestically and
globally The percentage of online shopping 1n Japan 1s some way behund the level
we see in other developed markeis We expect that this will change over ume and
that the environment will become tougher for some traditional retailers such as
department stores, as a result Rakuien s a key beneficiary of this trend

We also anticipate major change in the world of computer games We no longer
expect the majority of people to buy consoles such as the Nintendo Wi or
Microsoft Xbox Rather we think games will be downloaded directly to smart
phones tablet computers and eventually, televisions and the providers of this
content will be key beneficianes Companies such as Kanami and Gree, amongst
others should benefit

a

—

Company specific opportunities We are fortunate at JPMorgan to have a large
team based on the ground in Tokyo We conduct many company visits each year -
over 2 500 company meetings In the last financial year - to try to identfy

JPMorgan Japanese Investment Trust plc. Annual Report & Accounts 2011 | 5




Investment Manager’s Report '

continued

significant changes in sectors and compantes One such example of thisis

JS Group, a leading manufacturer of bathrooms and buillding materials After
many years of stagnation the company Is restructuring and prioriising profits
over sales Daido Metal 1s a manufaciurer of bearings that has restructured and s
now aggressively taking market share at many auto manufacturers, not just those
based in Japan

The above framework is also helpful in helping to decide which areas we seek Lo
avoid For example, we believe the global steel industry to be highly compettive and
that Japanese production 1s located too far from end demand leading to
inefficiencies Similarly, we have long believed that Japanese utility companies trade
onunyustfied valuation premiums to global peers particularly given the poor record
of sharehalder returns and corporate governance Comparnes in this sector are hikely
to have 1o spend more on safety measures and find alternative sources of power
following the Fukustima disaster and as such we continue o see no attraction in this
sector

15 pleasing 10 see some of these themes and companies as our main coniribuiors to
performance over the last year Similarly the decistons not to own Tokyo Eleciric
Pawer Sony and more recently Honda in Thaitand also helped Some of the cychcal
hoidings such as Honda, Omran and Komatsu performed less well due to
heightened concerns over the global growth outiook

Outlook

There are many long-term trends in Japan, both positive and negative Whilst some

steering from the palitical leadership would help, we believe that the differences

between thase companies that will succeed and theose that will not are set to become ‘
ever greater Our local presence on the ground in Tokyo Is a strong competitive |
advantage in identifying long-term country, sector and stock specific themes

Although there are many macro-economic headwinds which explains the current ‘
ungeared position, we are pasitive on the outtook for the Company’s holdings in the

long-term view and for the Trust's performance

Nicholas Weimndling
Investment Manager 17th November 2011
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Summary of Results

2011 2010
Total returns for the year ended 30th September
Return &0 shareholders' +5.9% +39%
Return on net assets? +3.9% +37%
Benchmark return®? +2.8% +09%

% change

Net asset value, share price and discount at 30th September
Shareholders’ funds (£'000) 314,124 306,106 +26
Net asset vaiue per share 194.7p 189 6p +27
Share price 166.8p 160 0p +43
Share price discount to net asset value 14.3% 15 6%
Exchange rate £1=¥120.1 f1=¥1316 +96
Shares in 1ssue 161,318,078 161 458 078
Revenue for the year ended 30th September
Gross revenue attnibutable to sharehalders {£'000) 7,323 6,138 +193
Net revenue atiributable to shareholders (£000) 5,630 4726 +191
Earnings per share 349p 2%91p +199
Dividend per share 3.30p 2 80p +79
Actual gearing® 99.4% 98 2%
Total expense ratio® 0 86% 081%

A glossary of terms and definitions 1s provided on page 54

ISource Mormingstar
Source } P Morgan

35ource Datastream The Company's benchmark is The Tokyo Stock Exchange Lst Section Index {TOPIX) expressed n sterling terms.

+Actual geanng represents investments expressed as a percentage of total nel assets A geanng figure of less than 100% anses when theCompany 15 1n 2 'net cash position

sManagement fee and all other operating expenses exduding interest, expressed as a percentage of the average of the month end net assets during the year The total expense ratio 15
calculated in accordance with guidance 1ssued by the Assoctation of Investment Companies

JPMorgan Japanese Investment Trust pl¢. Annual Report & Accounts2011 | 7




Performance

Ten Year Performance

Figures have been rebased to 100 at 30th Sepiember 2001

Source Morningstar/Datastream.

ammm  JPMoOrgan Japanese - share price total return,
s JPMorgan Japanese - net asset value total return,
=mm  Benchmark

Performance Relative to Benchmark

Figures have been rebased to 100 at 30th September 2001

Source Morningstar/Datastream

mam  IPMOrEan Japanese - share price total return.

mmm  IPMorgan Japanese - net assct value total return

mmm  The benchmark index 1s represented by the grey honmzontal line.
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Ten Year Financial Record

At 30th September 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 | 2011
Total assets less current

habihities (£'m) 4135 3384 4086 3931 5043 5117 4318 2981 3157 3061 | 326.6
Net asset value per share (p) 2111 1802 2199 2116 2714 2758 2443 1713 1859 1896 | 1947
Share price (p) 1745 1465 1880 1885 2630 2545 2145 1455 1570 1600 |166.8
Discount (%) 173 187 145 i09 31 77 122 151 155 156 143
Actual gearing {%)' 1197 1067 1122 1068 1138 1125 1123 1080 1076 98 2 99.4
Yen exchange rate (=£1) 1751 1915 1856 1994 2005 2205 2343 1892 1432 1316 | 120Q.1
Year ended 30th September
Gross revenue attributable to

sharehoiders (£'000) 4632 3601 4274 5272 6537 8450 7068 7160 7596 6138 | 7,323
Earnings per share (p) (195) (082 119 206 275 360 29 297 296 291 | 3.49
Dividend per share (p) Nil Nil Nil Nil Nil NI 280 280 280 280 | 3.30
Total expense ratio %’ 077 083 066 083 073 078 075 079 Q77 081 | 0.86
Rebased to 100 at 30th September 2001
Share price total return’ 1000 840 1078 1080 1507 1459 1230 846 933 970 | 102.7
Net asset value [otal returr? 1000 854 1042 1002 1286 1312 1148 8l2 897 930 | 96.6
Benchmark* 1000 829 955 971 1251 1311 1253 1062 1187 1207 | 124.1

A glossary of terms and definttions 1s provided on page 54

IActual geanng represents mvestments expressed as a percentage of total net assets. A geanng figure of less than 100% arises when the Company 1s ina net cash’ position

IManagement fee and a1l other operating expenses exctuding interest, expressed as a percentage of the average of the month end net assets during the year (2008 and prior years
the average of the opening and closing net assets)

source Morningstar

*source Datastream The Company's benchmark is The Tokyo Stock Exchange Lst Section tndex (TOPIX) expressed in sterling terms

JPMorgan Japanese Investment Trust plc. Annual Report & Accounts 2011
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Ten Largest Investments

at 30th September 2011

Company

Sector

201
Valuation
£'000 %'

2010
valuation
£000 %'

Nippon Telegraph and telephone

Nippon Telegraph and Teleanone s a telecommunications provider
which pnmarily operates In the following business segments regional,
long distance and wternatonal communications and other data
communications wnich provide system integration and network
Services

Communication

12,816 54

16,893 55

Rakuten’®

Rakuten 15 a diversified interne: services company, managing Japans
largest online retall marketplace The company also offers personal
consumer credit services, manages portal sites, operates hotel
booking and other travel related wepsrtes and provides securiiles
Services

Services

14,257 4.4

3646 12

Konam?®*

Konami develeps and sells liquid crystal displays, consumer video
game software and arcade game machines for amusement faciliiies
globally The company also manages amusement facilities

Communication

12,591 39

Honda Motor

Honda Motor manufactures, sells and repairs motorbikes cars trucks
buses and their related parts worldwide Tne company aiso operates
finanang services

Transportation
Equipment

12,340 33

12591 a1

Canon
Canon 1$ a leading manufaciurer of cepiers, printers, cameras, Ink
lenses and other digital tmaging oroducts

Electric Apphances

11,836 3.6

10294 34

Sumitomo Mitsui Financial

Surnitomo Mitsui Financial 15 Japan s second targest bank. The company
provides a wide range of banking services financial products and
services worldwide

Banks

9,306 28

8,529 28

5

1S produces alumimium housing matenals such as doors, windows,
curiatn wafls and screens The company alse sells ntenor materials
and a variety of housing equipment

Meial Products

8,808 27

4416 14

Japan Tobacco

Japan Tobacco 15 2 leading international tobacco product
manufacturer In 1999, the company purchased the International
tobacco operations of the US multinational R J Reynolds In 2007, the
company acoutred Gallaher a FTSE 100 listed company and 1n 2009
It acquired Tribac Leaf Limited a Briish company which irades
tobacco 1n Africa and Asia

Foods

8,570 2.6

7093 23

Mitsubishi UFJ

Mutsubishi UFJ1s Japan s largest bank whtch offers personal banking,
corporate banking, investment banking, Investment management
mortgage and credit card services worldwide

Banks

8,250 25

13945 45

Sumitomo Electric

Suritomo Electnic 1sa major producer ot cable, materials and
equisment for the semiconductor and oplo electromc Industries
supplyIng telecommunications, power transmission, Information
technology and automotive cable markeis worldwide

Nonferrous Metals

8,065 2.5

8168 27

Total

111,839 34.2

I8ased on total assets less current habilities of £326 6m (2010 £306.1m)
2Not inctuded in the tenlangest investments at 30th September 2010
3Not held i the portfalio at 30th September 2010,

At 30th September 2010 the value of the ten largest investments amounted to £99 3m representing 32 4% of total assets less

current habihues
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Sector Analysis

30th September 2011 30th September 2010
Portfolio Benchmark Portfolio Benchmark
% % % %
Processing 65.3 445 559 460
Communication 158 6.3 17 58
Transportation Equipment 130 9.5 125 100
Electric Apphances 102 13.3 i56 150
Wholesale 10.0 5.3 95 52
Services 9.8 2.0 17 17
Machimnery 5.1 4.8 33 47
Other Products 1.4 1.7 06 21
Pregision Instruments - 1.6 10 15
Consumer 13.3 139 140 119
Retall Trade 5.4 4.3 39 35
Other Consumer 53 8.8 77 77
Other FInancing Business 2.6 0.8 24 07
Basic 13.0 16.0 176 158
Financial 5.6 131 84 129
Assets 2.8 o1 41 83
Real Estate 1.5 2.3 - 23
Other Assets 1.3 6.8 41 60
Utilities - 34 - 51
Total 100.0 100.0 1000 1000
Based on the total portfolio investments of £312 2m (2010 £300.5m)
JPMorgan Japanese Investment Trust plc. Annual Report & Accounts 2011 | 11



List of Investments

at 30th September 2011

valuation valuation
Company £000 Company £000
Processing Services
Commuinication Rakuten 14,257
Nippon Telegraph and Telephone 17816  CyberAgent 5,185
Konam 12,591 Dena 4,620
NTT Docomo 5720 Kakaku com 3,659
Softbank 5133 M3 2975
Gree 4648 30,696
Capcom 3,3%6 Machinery
49,304 Makita 3976
Transportation Equipment Komarsu 3,614
Honda Motor 12,340 NSK 2,816
Suzuki Motor 7018 Kubota 2,778
Nissan Motor 6,271  THK 2,556
NISSIN KOgyo 4,627 15,740
Daihatsu Motor 3,708 Other Products
Musashi Sermitsu 3,383  Namco Bandal 4,377
Daido Metal 2414
Takata 784 4,377
40,645 Total Processing 203,819
Electric Apphances Consumer
Canon 11,836 Retall Trade
Omron 609 Lo milymart 7,331
Mitsubishi Electric 4,387 Don Quijote 6.385
Fanuc 3884 puon 3.104
Murata Manufacturing 2924
Tokyo Eleciron 2738 16,820
Other Consumer
31,859 Japan Tobacco 8,570
Wholesale Toyo Sursan 3,448
Sumitome Corporation 7450 Asahy 3,116
Mitsubish 6,045 Astellas Pharma 1,543
Maruber 5151
ltochu 5,096 16,677
Mitsul & Co 4,311 Other Financing Business
Sanrio 3,295  Onix 6,877
Osaka Securities Exchange 1,206
31,298
8,083
Total Consumer 41,580

12 | JPMorgan Japanese Investment Trust plc. Annual Report & Accounts 2011




valuation Valuation
Company £000 Company £000
Basic Financial
Chemicals Banks
Kansai Paint 5409  Sumiiomo Mitsul Frnanoal 9,306
Nippon Paint 3576  MitsubishiUr) 8 250
Nihon Parkenzing 2749
17,556
Nirco 1708
Unicharm 925 Total Financial 17,556
| J 14,367 Assets
n;era Products 2 508 Real Estate
) ! Sumitomo Realty & Development 4,609
N Metal 5808 1,609
onferrous | etais 8.0 Construction
Sumitomo Electric 065 160 4187
8,065 4,187
Glass & Ceramic
Asah Glass 4336 Total Assets 8,796
Nippon Sheet Glass 2621
Nippon Electnic Glass 1,019 Total Portiolio 312,150
7976 The portfoiio comprises entirely equity Investments
Oif and Coal Products
JX Holdings 1,183
1,183
Total Basic 40,399

JPMorgan Japanese Investment Trust plc. Annual Report & Accounts 2011 | 13




Board of Directors

Jeremy Pautson-Ellis (Chairman)

A Director since 1996

Last reappointed to the Board 2010
Remuneration £30 000

until 30th June 2009 he was Chairman of Genesis Investment Management LLP a
specialist institutional Investment manager Prior to that Mr Paulson-Ellis was Chairman
of vickers da Costa Limited where he had respansibilizy for al! their Japanese business

Connections with Manager None
Shared directorships with other Directors None
Sharehoiding in Company 2,000 Ordinary Shares

Alan Barber {Chairman of the Audit Committee)
A Drrector since 2006

Last reappointed to the Board 2010
Remuneration £25,000

Currently Non-Executive Chairman of the Management Consulting Group plc and a
Director and Audit Commuttee Chairman of Witan Pacific Investment Trust plc and Impax
Asian Environmental Markeis plc Mr Barber 15 a Chartered Accountant and was a
partner in KPMG for twenty five years prior to his retirement in 2004

Connections with Manager None
Shared directorships with other Directors None
Shareholding in Company 5300 Crdinary Shares

Andrew Fleming

A Director since 2004

Last reappointed to the Board 2009
Remuneration £20,000

Chief Executive of Kames Capital plc and Kames Capital Management Limited Mr
Fleming has over twenty five years of investment management experience which
included six years running an investment company in Tokyo from 1987

Connections with Manager None
Shared directorships with other Directors Nane
Shareholding in Company 1500 Ordinary Shares
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David Pearson

A Director since 2003

Last reappointed to the Board 2009
Remuneration £20,000

Chairman of innovITS Limited Mr Pearson has considerable experience working for
multinational corporatons with exposure to Japan, as Managing Director of Sony UK
timited, Director of Pentland Group plc and Chief Executive of NXT plc

Connections with Manager None
Shared directorships with other Directors None
Shareholding in Company 4,904 Ordinary Shares

Keith Percy

A Director since 2004

Last reappointed to the Board 2009
Remuneration £20,000

Currently Chatrman of Brunner Investment Trust pic and a Director of Standard Life
Equity Incame Trust plc, Henderson Smaller Companies Investment Trust plc and The
Children's Mutual

Connectigns with Manager None
Shared directorships with other Directors None
Shareholding in Company 4,500 Ordinary Shares

All Directors are members of the Audit and Nominauon Committees and are considered

independent of the Manager

JPMorgan Japanese Investment Trust ple. Annual Report & Accounts 2011 |
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Directors’ Report

The Directors present their report and the audited financial
statements for the year ended 30th September 2011

Business Review

Business of the Company

The Company carnies on business as an investment trust and
was approved by HM Revenue & Customs as an iInvestment
frust In accordance with Section 1158 of the Corporation Tax
ACt 2010 (‘Section 11587} for the year ended 30th September
2010 In the opinton of the Directors the Company has
subsequently conducted its affairs so that it should continue
10 qualfy The Company will continue to seek approval under
Section 1158 each year

Approval for the year ended 30th September 2010 would be
subyject to review should there be any subsequent enguary
under Corporation Tax Self Assessmenit

The Company I1s an investment company within the meaning of
Section 833 of the Companies Act 2006 The Company isnot a
¢lose company for taxation purposes

A review of the Company's activitics and prospects s given in
the Chairman’s Statement on pages 2 and 3 and in the
Investment Manager's Report on pages 4 ta 6

Objective

The Company’s objective 15 to achieve capiial growth from
nvestments in Japanese companies by long term
outperformance of the Company's benchmark index, the Tokyo
Stock Exchange 1st Section index { TOPIX) expressed in sterling
terms

Investment Policies and Risk Management

In order to achieve its Invesiment objectives and to seek to
manage nsk, the Company invests in a diversified portfalio of
quoted Japanese companies The number of investments in the
partfolio will normally range between 50 and 100 The average
number of holdings in the portfolo has reduced in recent years
as the Manager has focused on those comparies that have
strong balance sheets and are not affected by macro-economic
1Issues The Company makes use of both long and short term
borrowings to increase returns and focusses on first hand
company research and analysis

Investment Restrictions and Gwdelines
The Board seeks 10 manage the Company’s risk by imposing
various investment limiis and restrictions

+ The Company must maintamn 97 5% of investments in
lapanese securities or securities providing an indirect
investment in Japan (30th September 2011 100%)
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«  Nonvestment to be morethan 5% in excess of benchmark
weighting at ime of purchase

The Company does not normally invest in unquoted
investments and to do so requires prior Board approval
{30th September 2011 None %)

The Company’s gearing policy 15 to operate within a range
of 95% to 115% Invesied in nogrmal market conditions
(30th September 2011 99 0%)

The Company does not normally enter into derivative
transactions and to do so requires prior 8oard approval
(30th Sepiember 2011 None %)

+  The Company wili not nvestmore than 15% of its gross
assets In other UK histed investment companies and will not
Invest more than 10% of 1ts gross assets in companies that
themselves may mvest more than 15% of gross assets in UK
listed investment companies (30th September
2011 None %)

«  Asaninvestment trust, the Company cannot invest more
than 15% of 1ts assets in any one invesiment at the time of
acquisiion {30th September 2011 5 4%)

Campliance with the Board's investment restrictions and
guidelines 1s monitored continuously by the Manager and 15
reported to the Board on a menthly basis

Performance

In the year ended 30th September 2011, the Company
produced a tofal return to shareholders of +59% and a total
return on net assets of+3 9% This compares with the return
on the Company's benchmark of +2 8% As at 30th September
2011, the value of the Company’s investment portfolio was
£312 2 mlhon The Investment Manager's Repari on pages 4
0 6 Includes a review of developments during the year as
well as information on investment activity within the
Company's portfolio

Tota! Return, Revenue and Dividends

Gross total return for the yearamounted to £17 1 milion (2010
£10 6 milhon) and net total return after deducting interest,
management expenses and taxation amounted to £12 8 mitlion
(2010 £73 mullion) Distributable income for the year
amounted to £5 6 milhon (2010 £4 7 million) The Directors
have declared a dividend of 33p (2010 2 8p) per share This
dividend amounts to £5 3 million {2010 £4 5 milhon) and the
revenue reserve after allowing for the dividend will amount to
£1 8 mlhion (2010 £1 4 million)
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Key Performance Indicators {‘KPIs")
The Board uses a number of financial KPIs to moniior and
assess the performance of the Company The principal KPis are

» Performance against the benchmark
This 15 the most important KPI by which performance 1s
judged

Performance Relative to Benchmark Index

Figures have oeen repased 1o 100 at 30in Seplemier 2001

Source Mormingstar/Datastream

== JPMoOrgan Japanese - share price total return

= JPMoOrgan japanese - net asset value total return

== The benchmark index 1s represented by the grey honzontal line

Ten Year Performance

Figures have been rebased to 100 at 301h September 2001

Source Morningstar/Datastream

=ma  IPMorgan Japanese - share price total returm.
== JPMorgan lapanese - net asset value total return.
== Benchmark

» Performance against the Company’s peers
The principal objective 1s to achieve capiial growth relative
to the benchmark However, the Board also meniiors the
performance relative {0 a broad range of competitor funds

+ Performance attribution
The purpose of perfarmance attribution analysis Is to
assess how the Company achieved its performance relative
to 1ts benchmark index, 1e to understand the impact onthe
Company's relative performance of the vanous
components such as stock and sector allocation

Detals of the attribution analysis for the year ended
30th September 2011 are given in the Investment
Manager’s Repori on page 5

= Share price discount to net asset value {'NAV"} per share
The Board has a share repurchase programme which seeks
1o address imbalances in supply of and demand for the
Company's shares within the market This mimimises the
volatihity and absolute level of the discount to NAV per
share at which the Company's shares trade in relation 1o 1ts
peers in the sector In the year to 30th September 2011, the
shares traded between a discount of 11 3% and 15 7%

Discount Performance

Source Datastrcam
ww JPMorgan Japanese - discount.

+  Tota!expense ratio ‘TER")
The TER represents the Company’s management fee and all
other operating expenses excluding interesi, expressed as
a percentage of the average of the month end net
assets during the year TheTER for the year ended
30th September 2011 was 0 86% (2010 0 81%) The Board
reviews each year an analysis which shows a comparison of
the Company’s TER and 1ts main expenses with those of its
peers

Share Capital

Dunng the year the Company repurchased 140 000 ordinary
shares for cancellaton representing O 1% of the Company’s
issued share caprtal at the beginming of the financial year, for
a total consideration of £229,000 No other shares have been
repurchased for cancellauon smnce the year end

JPMorgan Japanese Investment Trust plc. Annual Report & Accounts 2011 | 17



Directors’ Report continued

A resolution to renew the authonty to repurchase shares will
be put to shareholders at the forthcoming Annual General
Meeting

The Company did notissue any new shares dunng the year

The Directors recommend a final dvidend of 3.3p (2010 2 8p)
per share payable on 215t December 2011 ta holders on the
register at the close of business on 2 December 2011

Principal Risks

with the assistance of the Manager J P Morgan Asset
Management (UK) Limited (JPMAM’') the Board has drawn up
a risk matrix, which identifies the key risks to the Company
These key risks fall broadly under the following categories

« Investment and Strategy An inappropriate investment
strategy for example asset allocation or the level of
gearing may lead to under-performance against the
Company’s benchmark index and peer companies
resulting n the Company’s shares trading on a wider
discount The Board manages these risks by diversification
of invesiments through its investment restnctions and
guidehnes which are monitored and reported by the
Manager JPMAM provides the Directors with timely and
accurate management informatson, including performance
data and attribution analyses revenue estimates, iquidity
reports and shareholder analyses The Board monitors the
implementation and results of the investment process with
the investment Managers, who attend all Board meetings
and reviews data whrch shows statistical measures of the
Company's risk profile The Investment Manager employs
the Company's gearing tactically within a strategic range
set by the Board The Board holds a separate meeting
devoted to strategy each year

«  Market Market risk arises from uncertainty about the
future prices of the Company’s investments It represents
the potential loss the Company might suffer through
holding investments in the face of negative market
movements The Board considers asset allocation stock
selection and levels of gearing on a regular basts and has
set Investment restrictions and guidelines which are
monitored and reported on by JPMAM The Board monitors
the implementation and results of the Investment process
with the investment Managers

» Accounting, Legal and Regulatory tn order to qualify
as an investment trust the Company must comply
with Section 1158 of the Corporation Tax Act 2010

('Section 1158") Details of the Company's approval are given
under Business of the Company’ above Should the
Company breach Section 1158, 1t may lose investment trust
status and as a consequence gains withtn the Company's
portfalio would be subject to Capital Gains Tax The

Section 1158 qualification critena are continually momitored
by JPMAM and the results reported to the Board each
month The Company must also comply with the provisions
of the Comparies Act 2006 and as its shares are listed on
the London Stock Exchange the UKLA Listing Rules

A breach of the Companies Act could result in the Company
and/or the Directors being fined or the subject of cniminal
proceedings Breach of the UKLA Listing Rules may resultm
the Company's shares being suspended from histing whirch
In turn would breach Section 1158 The Board relies on the
services of its Company Secretary JPMAM, and its
professional advisers to ensure compliance with The
Companies Act 2006 and The United Kingdom Listing
Authority Listing Rules

+ Corporate Governance and Shareholder Relations Details
of the Company's compliance with Corporate Governance
best practice. including information on relations with
sharehoiders, are set outinthe Corporate Governance
report on pages 21to 24

«  QOperational Disruptionto, or fallure of, JPMAM's accounting
dealing or payments systems or the custodian's records may
prevent accurate reporting and monitoring of the
Company's financial position Details of how the Board
monitors the services provided by JPMAM and 1ts associates
and the key elements designed to provide effective internal
control are included wathin the Internal Control section of
the Corporate Governance report on pages 23 and 24

+  Fmanaal The financial nsks faced by the Company are
disclosed 1n note 22 on pages 43 to 47

Future Developments

The future development of the Company 1s dependent upgn

the success of the Company's investment strategy in the light of
economic and equity market developments The Investment
Manager discusses the outlook in his report on pages 4106

Management of the Cornpany

JPMorgan Asset Management (UK} Lunited 1s employed as
Manager and secretary to the Company under a contract
terminable on six months notice without penalty If the
Company wishes to terminate the contract on shorier notice,
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the balance of remuneration I1s payable by way of
compensation

JPMAM IS a wholly-owned subsidiary of JPMorgan Chase Bank
which through other subsidianies also provides banking,
dealing and custodian services to the Company

The Board has thoroughly reviewed the performance of
JPMAM in the course of the year The review covered the
performance of the Manager 1ts management processes
investment style, resources and nisk cantrols The Board s of
the opinion that the continuing appointment of the Manager 1s
in the inierests of shareholders Such a review 15 carried out on
an annual basts

with effect from 1st December 2007, the Board and the
Manager agreed that day-to-day investment management
activity would be conducted in Tokyo by Jardine Fleming Asset
Management, a fellow ivestment management subsidiary and
part of JPMorgan Chase Bank

Management Fee

The fixed basic annual management fee negotiatedin 2005, 15
a sliding scale based on the Company’s net assets

Netassets Fee level
First £465 milhon under management 0 65%
£445 million to €930 milion under management 0485%
Over £930 million under management 040%

The management fee includes a contribution towards JPMAM's
general marketuing and chent administration costs

If the Company invests in funds managed or advised by
JPMAM, or any of Its assotiated companies, those investments
are excluded from the calculauion of the fixed basic annual
management fee

Going Concern

The Directors believe that having considered the Company’s
nvestment objective (see page 16), nsk management policies
(see pages 43 10 49) capital management polictes and
procedures (see page 49), the nature of the portfolio and
expenditure projections that the Company has adequate
resources an apprepriate fiinancial structure and suitable
managemeni arrangements n place to continue in operatignal
existence for the foreseeable future For these reasons, they
consider that there 1s reasonable evidence to continue to adopt
the going concern basis In preparing the accounts

Payment Policy

it 1s the Company's policy to obtain the best terms for all
business and therefore there are no standard payment terms
In general the Company agrees with its suppliers the terms on
which business will take place and it 1s the Company’s policy to
abide by these terms As at 30th September 2011, the Company
had no outstanding trade creditors (2010 Nil)

Directors

The Directors of the Company who held office at the end of the
year together with thewr beneficial interests in the Company's
shares are shown below

1st October

2010

30th September or at date of

2011 appointment

Alan Barber 5,300 5300
Andrew Fleming 1500 1,500
Jeremy Paulson-Elbs 9,000 9,000
Dawd Pearson 4904 4904
Keith Percy 4500 1,500

In accordance with the Company's Articles of Association the
Director retiring by rotation at the forthcoming Annual General
Meeung will be Dawnd Pearson Jeremy Paulson-Ellis having
been a Director for more thannine years, also stands for re-
election

An insurance policy 1s maintained by the Company which
indemnifies the Directors of the Company agamst certain
habilities arising in the conduct of their duties There1s no
cover against fraudulent or dishonest actions

Disclosure of information to Auditors

In the case of each of the persons who are Directors of the
Company at the tme when this report was approved

{a) so far as each of the Directors 1s aware there (s no relevant
audit iInformation (as defined in the Companies Act) of
which the Company’s auditors are unaware, and

{b) each of the Directors has taken all the steps that he ought
10 have taken as a Directar in order to make tumself aware
of any relevani audit information {as defined) and to
estabhsh that the Company's auditors are aware of that
information
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Directors’ Report continued

The above confirmation 15 given and should be mterpreted in
accordance with the provision of Section 418(2) of the
Companies Act 2006

Section 992 Compantes Act 2006

The following disctosures are made in accordance with
Section 992 Companies Act 2006

Capital Structure
The Company's capital structure 1s summarised on the inside
front cover of this report.

voting Rights in the Company's shares

Detalls of the voting nghts in the Company's shares as at the
date of this report are given in note 16 to the Notice of AGM on
page 53

Notifiable Interests in the Company’s Voting Rights
At the date of this report the following had declared a
notifiable interest in the Company’s voung rights

Number of

Shareholders shares held %

Lazard Asset Management 22.527.659 140
1607 Capital Partners 20,336,065 126
J P Morgan Assei Management 13,185,931 82
Legal & General 5.914,359 37

The rules concerning the appointment and replacement of
Directors, amendment of the Artcles of Association and
powers to 1ssue or buy back the Company’s shares are
contained in the Articles of Association of the Company and
the Companies ACi 2006

There are no restrictions concerning the transfer of secunties
in the Company. no special nghts with regard to control
attached 1o securities no agreements between holders of
securities regarding their transfer known to the Company. no
agreements which the Company 15 party to that affect its
control following a takeover bid, and no agreements beiween
the Company and 1ts Directors concerning compensation for
loss of office

Independent Auditors

Beghies Chettle Agar have expressed thewr willingness to
continue In office as Auditors to the Company and a resclution
proposing their re-appointment and to authorise the Directors
to determine their remuneration for the ensuing year, will be
put to shareholders at the Annual General Meeting

Annuaf General Meeting

NOTE THIS SECTION IS IMPORTANT AND REQUIRES YOUR
IMMEDIATE ATTENTION If you are in any doubt as to the action
you should take, you should seek your own personal financial
advice from your stockbroker, bank manager, solicitor or other
financial advisor authorised under the Financial Services and
Markets Act 2000

Resoiutions relating to the following item of special business
wi(l be proposed at the forthcoming Annual General Meeting

() Authority to allot new shares and to disapply statutory
pre-emption rights (resolutions 7 and 8)
The Directars will seek renewal of the authority at the Annual
General Meeting to 1ssue up to 8,065,900 new ordinary shares
for cash up 1o an aggregate nominal amount of £2,016 475 such
amount being equivalent 10 5% of the present 1ssued share
capital The full text of the resolutions 15 set out In the Notice of
Meeting on page 51

It 1s advantageous for the Company to be able to1ssue new
shares {or 10 sell Treasury shares) to parucipants purchasing
shares through the JPMorgan savings products and also to
other investors when the Directors consider that itis i the best
interests of shareholders to doso As suchssues are only made
at prices greater than the net asset value (the 'NAV") they
increase the NAV per share and spread the Company’s
administrative expenses other than the management fee
which is charged on the value of the Company’s assets over a
greater number of shares The issue proceeds are available for
investment 1n line with the Company's Investment palicies

{n) Authority to repurchase the Ccmpany’s Shares {resolution 9)
The authonity 1o repurchase up 1o 14 9% of the Company's
1ssued share capital granted by shareholders at the 2010
Annual General Meeting will expire an 20th June 2012 unless
renewed at the forthcoming Annual Genera! Meeting

The Directors consider that the renewal of the authority s 1n
the mterests of shareholders as a whaole as the repurchase of
shares at a discount 1o their underlying net asset value { NAV'}
would enhance the NAV of the remaining shares The Direciors
therefore recommend that shareholders vote in favour of this
resalution

The full text of the resolution s set out In the Notice of Meeting
on pages 51 and 52 Repurchases will be made at the discretton
of the Board and will anly be made inthe market at prices
below the prevailing net asset value per share as and when
market conditions are appropnate
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() Authority to increase the aggregate maximum Directors' fees
(resolution 10)

To allow for Board succession planning, the Directors

recommend thatin accordance with Article 83 of the

Company's Articles of Association, the permitted maximum

aggregate of Directors’ fees payable be increased from

£125,000to £175 000

Recommendation

The Board considers that resolutions 7 10 10 are ikely 10
promote the success of the Company and are in the best
interests of the Company and its shareholders as a whole

The Directors unarumously recommend that you vote in favour
of the resolutions as they intend to do in respect of thetr own
beneficial holdings which amaunt 1n aggregate to 25 204
shares representing approximately 0 02% of the voting rights
of the Company

Corporate Governance Statement
Compliance

The Company 15 commuitted to lugh standards of corporate
governance Thisstaiement, together with the Statement of
Directors’ Responsibilities on page 26 indicates how the
Company has applied the principles of good governance of the
Financal Reporung Council's UK Corparate Governance Code
{the ‘Code’) and the AIC's Code of Corporate Governance (the
‘AlC Code’), which complements the Code and provides

a framework of best practice for investment trusts

The Board I1s responsible for Corporate Governance and
considers that the Company has complied with the best
practice provisions of the Code insofar as they are relevant to
the Company's business, and the AIC Code throughout the year
under review

Role of the Board

A management agreement between the Company and JPMAM
sets out the matters over which the Manager has avthority
This includes management of the Company’s assets and the
pravision of accounuing company secretanzl, admnistration
and some marketng services All other matters are reserved
for the approval of the Board A formal schedule of matters
reserved to the Board for decision has been approved This
includes determination and monitoring of the Company’s
investment abjectives and policy and its future strategic
direction, geaning policy management of the capital struciure,
appointment and removal of third party service providers
review of key investmenti and financial data and the Company’s
corporate governance and risk control arrangements

The Board meets at least quarierly during the year and
additional meetings are arranged as necessary Fulland timely
information 1s provided to the Board to enable it to function
effectively and to allow Directors io discharge thewr
responsibihities

There 15 an agreed procedure for Directors to take independent
professianal advice in the furtherance of ther dutiesat the
Company's expense Thisis in addiion to the accessthat every
Director has to the advice and services of the Company
secretary, JPMAM, which 1s responsible to the Board for

ensuring that Board procedures are followed and that
applicable rules and regulations are comphied with

Board Composition

The Board consists of five non-executive Directors, all of whom
are regarded by the Board as independent of the Company's
Manager, including the Chairman

A review of Board composituon and balance s included as part
of the annual performance evaluaiion of the Board detatls of
which may be found below

The Board has considered whether a senior independent
director should be appointed As the Board comprises entirely
of non-executive Direciors, the appointment of a senior
independent director is not considered necessary However,
the Chaiwrman of the Audit Committee leads the evaluation of
the perfermance of the Chairman and 1s avallable to
shareholders if they have concerns that cannot be resolved
through discussion with the Charrman

Tenure

Directors are iniially appointed until the following Annual
General Meeting when, under the Company’s Articles of
Association 1t1s required that they be elected by shareholders
Thereafter Directors are required to submit themselves for
re-election at least every three years The Chairmanwiil meet
with each Director before the Director 15 proposed for
re-election and subject to the evaluation of performance
carried out each year the Board will agree whetherit1s
appropriate for the director to seek an additional term

The Board does not beheve that length of service initself
necessarily disqualifies a Director from seeking re-election but
when making a recommendation the Board will take Into
account the requirements of the Code, including the need

to refresh the Board and 1is Committees

Any Dtrectors with mare than nine years service will be
required to submit themselves annually for re-elecuon
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In this, regard, the Board recommends the re-efecton of
jeremy Paulson-Ellis who, having served in excess of nine
years retires at this year's AGM Jeremy Paulson-Ethis has a
wealth of expenence in the financizl sector and makes an
invaluable contribution to the workings of the Board and as
Chairman, continues to demonstrate effective leadership of
the Company

Meetings and Committees

The Board delegates certain responsibilities and functions to
committees Detalls of membership of committees are shown
with Directors’ profiles on pages 14 and 15

The table below hsts the number of Board and Committee
meetings attended by each Director Duning the year there
were four Board meetings, in addition to a meeting devoted to
sirategy, two Audit Commttee meetings and a meeting of the
Nomination and Remuneration Commitiee Inaddition therers
regular contact between the Directors and the Manager and
Campany Secretary throughout the year

Nomination

and

Audit Remuneration

Board Committee Committee

Meetings Meetings Meetings

Director Attended Attended Attended
Alan Barber 4 2 i
Andrew Fleming 4 2 1
Jeremy Paulson-Ellis 4 2 |
David Pearson 4 2 1
Keith Percy 4 2 1

Training and Appraisal

Cn appoiniment the Manager and Company Secretary provide
all Directors with inducion traming Thereafter regular
briefings are provided on changes in regulatory reguirements
that could affect the Company and Directors Directors are
encauraged to attend industry and other seminars covering
1ssues and developments relevant to investment trusts

The Board has agreed a procedure for the formal evaluation of
its own performance and of thai of its commuttees and
indmvidual Direciors The evaluation of individual Directors is
led by the Chairman, and the Chairman of the Audit Committee
leads the evaluation of the Chawman's performance The Board

as a whole evaluates its own periormance and that of its
commiitees

Board Committee

Nomunation and Remuneration Committee

The Nomination and Remuneration Commutiee, which consists
of the entire Board, meets at least annually to ensure that the
Board has a balance of skills and expernience 1o carry outits
fiduciary duties and to select and propose suitable candidates
for appointment when necessary A varety of sources,
incluging external search consultants, may be used to ensure
that a wide range of candidates 1s considered

The Commitee undertakes an annual performance evaluation
to ensure that all members of the Board have devoted
sufficient time and contnibuted adequately to the work of the
Board The Committee also reviews Directors' fees and makes
recommendations to the Board as and when required An
evaluation of the Board was carned out externally in 2011

Audit Committee

The Audit Committee chaired by Alan Barber and whose
membership Is set out on page 14 meets at east twice each
year The members of the Audr Commitiee consider that they
have the requisite skills and experience to fuifii the
responsibiiiies of the Commitiee The Committee reviews the
actions and judgements of management in relation o the half
year and annuzl accounts and the Company’s compliance with
the Combined Code 1t reviewsthe terms of the management
agreement and examines the effectiveness of the Company’s
internal control systems receives information from the
Manager’s compliance department and also reviews the scope
and results of the external audit 11s cost effectiveness and the
independence and objectivity of the external auditors inthe
Directors’ opinion the auditors are constdered independent
Representatives of the Company’s auditors aitend the Audit
Commitiee meeting at whrch the draft annual report and
accounts are considered The Oirectors’ statement on the
Company’s system of internal contrel 1s set out befow

Terms of Reference

Copies of the terms of reference for the Nomination and
rRemuneration and Audit Committiees are available for
Inspection on the Company’s website on request at the
Company's registered offices and at the Annual General
Meeting
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Relations with Shareholders

The Board regularly monitors the shareholder profile of the
Company It aims to provide shareholders with a full
understanding of the Company’s activities and performance
and reports formally 1o shareholders quarterly each year by
way of the annual report and accounits, the half year report and
twa Interim management statements This 1s supplemented by
the daily publicatton through the London Stock Exchange of
the net asset value of the Company’s shares

All shareholders have the opportunity, and are encouraged, to
attend the Company’'s Annual General Meeting at which the
Directars and representatives of the Manager are available to
meet shareholders and answer their questions In addition a
presentation is given by the Investment Managers who review
the Company’s perfermance Dunng the year the Company’s
brokers, the Investment Managers and JPMAM hold regular
discussions with larger shareholders The Directors are made
fully aware of their views The Chairman and Directors make
themselves available as and when required to address
shareholder queries The Dtrectors may be contacted through
the Company Secretary whose detalls are shown on page 57

The Company’s Annual Report and Accounts is published in
time to give shareholders at least 20 working days' notice of
the Annual General Meeting Shareholders wishing to raise
questions n advance of the meeting are encouraged to submit
questions via the Company’s website or write to the Company
Secretary at the address shown on page 57

Details of the proxy voting position on each resolution will be
published on the Company weh site shortly after the Annual
General Meeting

Internal Control

The UK Corporate Governance Code requires the Directors, at
least annually, to review the effectiveness of the Company’s
system of internal control and to report 10 shareholders that
they have dane so This encompasses a review of all controls
which the Board has identfied as inciuding business financial
operational, campliance and risk management

The Directors are responsibie for the Company’s system of
internal control which 1s destgned 1o safeguard the Company’s
assets, mamtain proper accounting records and ensure that
finanoal infarmauon used within the business, or pubhshed, 1s
reliable However such a system can only be designed to

manage rather than eliminate the nsk of faslure to achieve
business objectives and therefore can only provide reasonable
but not absolute, assurance agamnst fraud, materiaf
missiatement or loss

Since investment management custody of assets and all
administrative services are provided to the Company by
JPMAM and its assoclates, the Campany's system of mnternal
controi mainly comprises monitoring the services provided by
IPMAM and 1ts associates, including the operating controls
established by them, 10 ensure they meet the Company's
business objectives The Company does not have an internal
audit function of its own but relies on the internal audit
department of JPMAM

The key elements designed to provide effective internal control
are as follows

Financial Reporiing - Regular and comprehensive review by
the Board of key investment and financial data, including
management accounts, revenue projections, analysts of
transactions and performance compartsons

Management Agreement - Appeintment of a manager and
custodian reguiated by the Financial Services Authority (FSA),
whose responsibilities are clearly defined in a written
agreement

Management Systems - The Manager’s system of internal
controf includes organisational agreements which clearly
define the ines of responsibility delegated authority. control
pracedures and systems These are monitored by JPMAM’s
compliance depariment which regularly monitors comphance
with FSA rules

Investment Strategy - Authorisation and monitoring of the
Company's investment strategy and exposure hmits by the
Board

The Board, exther directly or through the Audit Committee,
keeps under review the effectiveness of the Company’s system
of internal contro! by monuoring the operanan of the key
aperating controls of the Manager and 11s associaies as follows

«  reviews the terms of the management agreement and
receives regufar reports from JPMAM’s compliance
department

«  reviews reports on the intemnal controls and the operations
of its custodian, JPMorgan Chase Bank, which s itself
independently reviewed, and
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«  reviews every six manths an independent report on the
internal controls and the operations of JPMAM

By the means of the procedures set out above, the Board
confirms that it has reviewed the effectiveness of the
Company's system of internal control for the year ended
30th September 2011, and 1o the date of approval of this
Annual Report and Accounts

puring the course of its review of the system of internal contral,
the Board has not idenuified nor been advised of any failings or
weaknasses which it has determined to be sigmificant

Corporate Governance and Voting Policy

The Company delegates responsibility for voting to JPMAM
The following 15 a summary of JPMAM's policy statements on
corporate governance, voting policy and social and
environmental tssues which has been reviewed and noted by
the Board

Corporate Governance

1PMAM believes that corporate governance isintegral to our nvestment
process As part of our commitment t0 delivering Superior investment
performance to our chients we expect and encourage the companies in
which we invest to demonstrate the highest standards of corporate
governance and bast business praciice We examine the share structure
and voting structure of the companies in which we invest as well as the
board balance, oversight functions and remuneration poiicy These
analyses then form the basis of our proxy voting and engagernent
activity

Proxy Voting

JPMAM manages the voting rights of the shares entrusted to it as it would
manage any other asset It 1$ the policy of IPMAM to vote in a prudent and
diligent manner, based exclusively on our reasonable judgement of what
will best serve the financial interests of our chents Sofar asis practicable,
we will vore at afl of the meetings called by compartes in which we are
mvested

Stewardship/Engagement

IPMAM recogmses its wider stewardship responsibilities toiis chentsas a
major asset owner To 1hus end, we support the introduction of the FRC
Stewardship Code, which sets out the responstbilities of insttutional
shareholders in respect of investee companies Under the Code,
managers should

- publicly disclose their policy on how they will discharge therr
stewardstip responstbilities to their chents

- disclose their policy on managing conflicts of nterest

- monitor their nvestee comparnies
- estabhish clear guidelines on howthey escalate engagement,
- bewilling to aci collectively with other investors where appropriate,

- haveaclear policy on proxy voing and disciose thetr voting record
and

- reportiochents

JPMAM endorses the Stewardship Code for its UK investments and
supports the principles as best practice elsewhere We believe that
regular contact with the companiesinwhich we investis central to our
investment process and we also recogmise thre importance of being an
‘active’ owner on behalf of our chents.

Social & Environmental

IPMAM believes that compantes should act i a socially responsibie
manner Although our prionity at all imes 15 the besr economic interests
of our clients, we recognise that increasingly, non-financialissues such
as soctal and environmental factors have the porential toimpact the
shareprice aswell as the reputationof compames Specialists within
JPMAM's environmental social and governance {'ESG) ream are tasked
with assessing how compames dealwith and repor{ on socral and
environmental risks and 1ssues specific to thew mdustry This analysisis
then used to identify outhers which require further engagement

JPMAM s also a signatory to the United Nations Principles of Responsible
investment, which commits participants to six principles with the amm of
incorporating ESG criteria into their processes when making stock
selection decrsions and promoting ESG disclosure Our detailed approach
to how we implement the principlesis avatlable on request 1PMAM 1S also
asignatory to Carbor tisclosure Project JPMorgan Chase 1s a signatory
1o the Equator Principles onmanaging social and environmental risk in
project fimance

IPMAM's Voting Policy and Corporate Governance Guidelines are
avatlable on request from the Company Secretary or can be downloaded
from JPMAM’s webstie

httn /www jpmorganassetmanagement co uk/institutional/
CommentaryAndanalysis/CorporateGovernance whichalso setsour its
approach to tfre seven principles of the FRC Stewardship Code its policy
relating tocpgfiicts o esfland its detarled voting record

By order of the Board
C Cordrey, for and on behalfo
JPMorgan Asset Management (UK) Limited
Secretary

17th November 2011

24 | JPMorgan Japanese Investment Trust plc. Annual Report & Accounts 2011




Directors’ Remuneration Report

The Board has prepared this Report in accordance with the
requirements of Section 421 of the Compames Act 2006

An ordinary resolution to approve this Report will be put 1o
shareholders at the forthcoming Annual General Meeting

The law requires the Company's Audstors to audit certain of the
disclosures provided Where disclosures have been audited,
they are indicated as such The Auditors’ opinion ts mcluded in
their report on page 27

Directors’ Remuneration’

2011 2010
Directors’ Name £ £
Jeremy Paulson-Ells 30,000 25,000
Alan Barber 25,000 20,000
Andrew Fieming 20,000 17500
Keith Percy 20,000 17,500
David Pearson 20,000 17,500
Total 115,000 97500

1Audtted information

Directors’ fees for the year were paid at a fixed rate of £30,000
per annum fer the Chairman, £25,000 per annum for the
Chairman of the Audit Committee and £20,00C per annum for
each other Director Fees were last increased with effect from
1st October 2010

All Directors’ fees were paid to Directors and none paid to third
parties for making available the services of Directors

The Directors’ fees are not performance-related Any increase
in the aggregate fee level of £125 GO0 per annum requires both
Board and shareho!der approval A resolution 1o tncrease the
aggregate maximum payable per annum from £125 000 to
£175,000 has beenincluded in the Notice of Meeting of this
year's Annual General Meeting

The Board reviews fees on a regular basis Reviews are based
on mformation provided by the Manager. JPMorgan Asset
Management (UK) Limited, and industry research on the level
of fees paid to the divectors of the Company's peers and within
the investment trust industry generally

Directors are imtially appointed until the following Annual
General Meeting when, under the Company's Articles of
Association 1t 1s required that they be elected by shareholders
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Thereafter a Director's appointment will run for a three year
term A Director may then be invited by the Board ta serve for
a further three years A Director’s continuing appomtment s
subject to re-election by shareholders on retirement by
rotation in accordance with the Company’s Articles of
Association, which require that one third of the Board must
retire by rotation each year

The Company daoes not cperate any type of incentive or
pension scheme and therefare ne Directors receive bonus
payments or pensicn cantributions from the Company or hold
aptions to acquire shares 1n the Company Directors are not
paid compensaton for loss of office No other payments are
made to Directers other than the reimbursement of
reasonable out-of-pocket expenses incurred m connectian with
attending the Company's business

A graph showing the Company's share price total return
compared with 1ts benchmark, the Tokyo Stock Exchange

15t Section (TOPIX) Index expressed in sterling terms, over the
last five years 1s shown below

Five Year Share Price and Benchmark Total
Return Performance to 30th September 2011

Source Mormingstar/Datastream
== Sharepnce total rety
== Benphim

By order of the Board

¢ Cordrey for and on behalf of

JPMorgan Asset Management (UK) Limited,
Secretary

17th November 2011
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Statement of Directors’

Responsibilities

The Directors are responsible for prepanng the Directors’
Report and the financial statements in accordance with
applicable law and reguiations

Company law requires the Directors to prepare financial
statements for each financial year Under that law, the Directors
have elected to prepare the financial statements in accordance
with United Kingdom Generally Accepted Accounting Practice
{United Kingdom Accounting Standards and applicable law)
under company law the Directors must not approve the
financial statements unless they are satisfied that they give a
true and fair view of the state of affatrs of the Company and of
the profit or 1oss of the Company for that perniod In preparing
these financial statements the Directors are required 1o

« select suitable accounting policies and then apply them
consistently,

« make judgements and estimates that are reasonable and
prudent

« state whether applicable UK Accounting Standards have
been followed, subject to any materal departures disclosed
and explained inthe accounts and

« prepare the accounts on the gomg concern basts unless 1t 1s
INappropriate to presuime that the Company will continue
in business

The Directors are respansibie for keeping proper accounting
records that are sufficient to show and explain the Company’s
transactions and disclose with reasonable accuracy at any time
the financial posttion of the Company and enable them to
ensure that the finanaal statements and the Directors’
Remuneration Report comply with the Companies Act 2006
They are also responsible for safeguarding the assets of the
Company and hence for taking reascnable steps for the
prevention and detection of fraud and other irregulanties

The accounts are published onthe www jpmjapanese co uk
website which 1s maintained by the Company's Manager,
IPMorgan Asset Management (UK) Limited {!PMAM') The
maintenance and integrity of the website mamtained by
JPMAM IS sa far as it relates to the Company the
responsibility of JPMAM The work carried out by the Auditors
does not nvolve consideration of the maintenance and
integnity of this website and, accordingly the Auditors accept
no responsitlity for any changes that have occurred to the
financial statements since they were initially presented on
the website The financial statements are prepared in
accordance with UK legislation, which may differ from
legislatson in other junisdictions

Statement under the Disclosure & Transparency Rules 4 1.12
The Directors each confirm to the best of their knowledge that

(@ the frnancial statements, prepared in accordance with
United Kingdom Generally Accepted Accounting Practice
{Unsted Kingdom Accounting Standards and Apphcable
Law), give a true and fair view of the assets, hahilities
financial posttion and profit or loss of the Company and

(by this Annual Report includes a fair review of the
development and performance of the busmess and the
position of the Company together with a description of the
principal risks and uncertainties that it faces

For and on behalf of the Board
David Pearson

Director

17th November 2011

“d < /st
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Independent Auditors’ Report

To the Members of JPMorgan Japanese investment Trust plc

we have audited the financial statements of The JP Morgan
Japanese Invesiment Trust pic for the year ended

30th September 2011 which compnise the Income Statement
the Recanciliation of Movements in Shareholders' Funds, the
Balance Sheet the Cash Flow Statement and the related
notes The reporung framework that has been applied in thewr
preparation 1s apphcable law and UK Accounting Standard
(UK Generally Accepted Accounting Practice)

This report 1s made solely to the Company's members as a
body in accordance with chapter 3 of part 16 of the Companies
ACt 2006 Cur audit work has been undertaken so that we
might state to the Company's members those matters we are
required to state to them in an auditor’s report and for no other
purpose Tothe fullest extent permutted by law, we do not
accept or assume responsibliity to anyone other than the
Company and the Company’s members as a body, for our audit
work for this report or for the opinions we have formed

Respective responsibilities of Directors and Auditors

As explamed more fully in the Directors’ Responsibilities
Statement set out on page 26, the Directors are respensible for
preparing the financial statements and the Directors’
Remuneration Report and for being satisfied that they give a
true and fair view Our responsibility 1s to audit the financial
statements and the auditable part of the Directors’
Remuneratton Report in accordance with applicable law and
international Standards on Auditing (UK and Ireland) Those
standards require us to comply with the Auditing Practices
Board (APB's) Ethical Standards for Auditors

Scope of the awdit of the finanoial statements

An audit Invelves obtairmng evidence about the amounts and
disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free
from matenal misstatement whether caused by fraud or error
This includes an assessment of whether the accounting
policies are appropriate to the Company’s circumstances and
have been consistently apphed and adequately disclosed, the

reasonableness of significant accounting estimates made by
the Directors and the overall presentation of the financial
statements

Opinion on financial statements

In our opinion the financial staiements

+ give atrue and fair view of the state of the Company’s
affairs as at 30th September 2011 and of 1ts net return for
the year then ended

= have been properly prepared in accordance with United
Kingdom Generally Accepted Accounting Practice

= have been prepared in accordance with the Companies
Act 2006

Opinion on other matters prescribed by the Companies Act 2006

In our opinion

« thepart of the Directors’ Remuneration Report 1o be
audited has been properly prepared in accordance with
the Companies Act 2006 and

+ thenformation given in the Directors’ Report for the
financial year for which the finanoal statements are
prepared s consistent with the financiai statements

Matters on which we are required to report by exception

we have nothing to report in respect of the following

Under the Companies Act 2006 we are required 1o report to
you If, in our opmion

« adequate accounting records have not been kept or

+ the financial statements and the part of the Directors’
Remuneration Report 16 be audited are not in agreement
with the accounting records or returns or

«  certain disclosures of directors’ remuneration specified
by law are not made or

«  we have not received all the information and explanations
we require for our audut
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Independent Auditors’ Report
continued

Under the Listing Rules we are required 1o review

the direciors’ statement, set out on page 19, in relatton to
going concern, and

the part of the Corporate Governance Statement relating to
the Company’s compliance with the nine prowisions of the
UK Corporate Governance Code specified for our review

« certain elements of the report to shareholders by the 8oard
on Directors’ remuneration

Jeremy Staines (Senior Statutory Auditor)

For and on behalf of

Begbies Chettle Agar

Chartered Accountants and Statutory Auditors
Epworth House

25 City Road

Londan

17th November 2011
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Income Statement

for the year ended 30th September 2011

2011 2010
Revenue Capital Total Revenue Capital Total
Notes £000 £°000 £'000 £'000 £'000 £'000
Gains on iInvestments held at fair value
through profit or loss 2 - 11,029 11,029 - 8318 8,318
Net foreign currency losses - {1,260) (1,260) - (3.862) (3.862)
Income from Investments 3 7,321 - 732 6,132 - 6,132
Other interest receivable and similar income 3 2 - 2 6 - 6
Gross return 7,323 9,769 17,092 6.138 4,456 10,594
Management fee 4 (449) (1,795) (2,244) {403) (1,613) (2.016)
Other administrative expenses 5 (522) - (522) (505} - {505}
Net return on ordinary actevitres
before finance costs and taxation 6,352 7974 14,326 5230 2,843 8.073
FInance costs 6 (210) {840) (1,050) {75} (301} (376)
Net return on ordinary activities
before taxation 6,142 7134 13,276 5,155 2,542 7697
Taxation 7 (512} - (512) {429) - (429)
Net return on ordinary activities
after taxation 5,630 7134 12,764 4726 2,542 7268
Return per share 9 349p 4.42p 791p 291p 1 56p 447p

All revenue and capital iems in the above statement derve from continuing operations No operations were acquired or

discontinued In the year

The ‘Total’ column of this statement 1s the profit and loss account of the Company and the Revenue’ and Caprial’ columns
represent supplementary information prepared under guidance 1ssued by the Association of investment Companies The Total
coiumn represents all the informatien that is required to be disclosed in a Statement of Total Recogrised Gains and Losses

(‘STRGL?) For this reason a STRGL has not been presented

The notes on pages 33 to 49 form an integral part of these accounts

JPMorgan Japanese Investment Trust plc. Annual Report & Accounts 2011 | 29




Reconciliation of Movements in

Shareholders’ Funds

Calledup Capital
share Other redemption Capital Revenue
capital reserve reserve reserves reserve Total
£'000 £000 £000 £000 £°000 £000
At 30th September 2009 42,463 166,791 6,499 94,033 5891 315,677
Repurchase and cancellation of the Company’s own shares (2,098) - 2098 (12,189) - (12,189)
Net return on grdinary acivities - - - 2542 4726 7,268
Dividends appropriated in the year - - — - {4.650) | (4,650)
At 30thSeptember 2010 40,365 166,791 8,597 84,386 5967 |306,106
Repurchase and cancellation of the Company’s own shares (3% - 35 (229) - (229)
Net return on ordinary actities - - — 7134 5630 12,764
Dividends appropriated in the year - - - - {4,517) {4,517)
At 30th September 2011 40,330 166,791 8632 91,291 7080 | 314,124

The notes on pages 33 to 49 form an integral part of these accounts
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Balance Sheet

at 30th September 2011
2011 2010
Notes £'000 £'000
Fixed assets
Investments held at fair value through profit or loss 10 312,150 300,515
Current assets 11
Debtars 5727 2,439
Cash and short term deposits 11,329 3,259
17,056 5.698
Creditors: amounts falling due within ane year 12 (2,590) (107
Net current assets 14,466 5,591
Total assets less current habilities 326,616 306,106
Creditors: amounts falling due after more than one year 13 (12,492) -
Net assets 314,124 306,106
Capital and reserves
Called up share capital 14 40,330 40,365
Other reserve 15 166,791 166,791
Capital redemption reserve 15 8,632 8,597
Capital reserves 15 91,291 84,386
Revenue reserve 15 7,080 5567
Total equity shareholders’ funds 314,124 306,106
Net asset value per share 16 194.7p 1896p

The accounts on pages 29 to 49 were approved and authorised for 1ssue by the Directors on 17th November 2011 and were signed

on their behalf by

David Pearson
Director

The notes on pages 33 1o 49 form an integral part of these accounts

Company registratiot: number 223583

QLN;, C. (‘%
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Cash Flow Statement

for the year ended 30th September 2011

2011 2010
Notes £000 £000
Net cash inflow from operating activities 17 3,729 3072
Returns on mvestments and servicing of finance
tnterest pad (1,033) (381)
Capital expenditure and financial investment
purchases of investments (156,837) (229,559)
Sales of Invesiments 155,730 280,860
Other capital charges 3) {13)
Net cash {outflow)/inflow from capital expenditure and
financial investment {1,110) 51,288
Dividend paid {4,517} (4,650}
Net cash (outflow)/inflow before financing 2,931) 49,329
Financing
Net drawdown/({repayment) of loans 9,456 {56,165)
Repurchase and cancellation of the Company's own shares (229) (13.410)
Net cash inflow/(outflow) from financing 9,227 (69575)
Increase/(decrease) in cash and cash equivalents 18 6,296 {20,246)

The notes on pages 33 to 49 form an integral part of these accounts
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Notes to the Accounts

for the year ended 30th September 2011

1

Accounting policies

(a) Basts of accounting

(b

-

(<}

)

(e

N

The accounts are prepared in accordance with the Companies Act 2006 United Kingdom Generally Accepted Accounting
Practice (‘UK GAAP") and with the Siatement of Recommended Practice ‘Financial Statements of 1nvesiment Trust Companies
and Venture Capital Trusts’ {the SORP)issued by the AICIn January 2009 They have alsobeen prepared on the assumption
that approval as an investment trust will continue 1o be granted

All of the Company’s operations are of a continuing nature

The accounts have been prepared on a going concern basis under the fustorical cost convention. as modified by the
revaluation of invesiments and derivative financial instruments at fair value

The policies apphed in these accounts are consistent with those apphed in the preceding year

valuation of investments

The Company’s business is investing In financizl assets with a2 view to profiting from therr total return in the form of ncame
and capital growth This pertfolio of financial assets 1s managed and its performance evaluated on a fair value basis, In
accordance with a documented investment strategy and information 1s provided internallyon that basis to the Company’s
Board of Directors Accordingly upon imial recognition the investments are desigriated by the Company as ‘held at fair value
through profit or loss’ They are included initially at fair value which s taken to be therr cost excluding expenses incidental to
purchase which are wniten off to capital at the tme of acquisition Subsequently the investments are valued at fair value
which are quoted tid prices for investments traded in active markets

Gains and losses on sales of investments, including the related foreign exchange gains and losses of a capital nature are dealt
with in capital reserves within ‘Gains and losses on sales of investments’ Increases and decreases in the valuation of
nvestments held at the year end are accounted for in capital reserves within ‘Holding gainsand losses on investments’

All purchases and sales are accounted for on a trade date basis

Income
Dividends receivable from equity shares are included in ncome on an ex-divmdend basis except where in the opinion of the
Board the dividend 1s capital in nature, in which case it s included in captal

Overseas dividends are shown gross of any withholding tax
Interest recelvable on deposits is taken 1o revenue on anaccruals basis

Expenses
All expenses are accounted for on anaccruals basis Expenses are allocated wholly to revenue with the following exceptions

- the management fee s allocated 20% 10 revenue and 80% to capital in line waith the Board’s expected long term spht of
revenue and capital return from the Company’s invesiment portfolio

- expenses incidental to the purchase and sale of aninvestment are charged to capital These expenses are commonly
referred to as transaction costs and comprnise mainly brokerage commission Details of ransaction costs are given In
note 10 on page 38

Finance costs
Finance costs are accounted for on an accruals basis and in accordance with the prowvisions of FRS 25 ‘Financial Instruments
Presentation’ and FRS 26 ‘Financial Instruments Measurement’

Finance costs are allocated 20% to revenue and 80% to capital i line with the Board's expecied long term split of revenue
and capitat return from the Company’s investment portfolio
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Notes to the Accounts continued
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Accounttng polictes conuinued

Financial instruments
ash and short term deposits may comprise cash and demand deposits which are readily convertible to a known amount of
cash and are subject to insignificant nsk of changes in value

Other debtors and creditors do not carry any interest are short termn nature and are accardingly stated at nominal value as
reduced by appropriate allowances for estimated irrecoverable amounts

Interest beaning bank loans and overdraits are recorded at the proceeds received net of directissue costs Finance cosis
including any premiums payable on seitlement or redemption and direct issue costs are accounted for on an aceruals basisin
prafit or loss using the effecuve interest rate method

Forelgn currency

In accordance with FRS 23 ‘The effects of changes in Foreign Currency Exchange Rates' the Company 1s required to nominate
a functional currency, being the currency in which the Company predominantly operates TheBoard having regard to the
currency of the Company’s share capital and the predeminant currency in which its shareholders operate has determined the
functional currency to be sterling Sterling is alse the currency in which the accounts are presented

Transactions denominated in foreign currencies are converted at actual exchange rates at the date of the ransaction
Monetary assets, labilites and equity mvestments held at fair value denominated in forergn currencies at the yearend are
translated at the rates of exchange prevailing at the year end

Any gain or loss arising an monetary assets from a change in exchange rates subsequent to the date of the transaction s
included as an exchange gam or loss in revenue or capital depending on whether the gain or loss 15 of a revenue or caprial
nature Gains and losses on nvestments arising from a change in exchange raies are included in the income statement within
Gains ar losses on Investments held at fair value through profit or loss’ and charged or credited to capital reserves

Taxation
Current tax 1s provided at the amounts expected (o be paid or recavered

Deferred tax 15 accounted for in accordance wath FRS 19 ‘Deferred Tax’

Deferred tax 1s provided on all uming differences that have onginaied but not reversed by the balance sheet date Deferred tax
llabilities are recogmised for all taxable timing differences but deferred tax assets are only recognised to the extent thatitis
maore hkely than not that taxable profits will be available agamnst which those timing differences can be utiised

Deferred tax 1s measured at the tax rate which 1s expected to apply In the perods in which the tring differences are expected
to reverse based on iax rates that have been enacted or substantively enacted by the balance sheet date and 15 measured on
an undiscounted basis

Tax relief 1s allecated to expenses charged to capital on the ‘marginal basis' On this basis, if taxable Income 15 capable of being
entirely offset by revenue expenses, then no tax relief 1s transferred to capital

Dividend payable
In accordance with FRS 21 ‘Events afier the Balance Sheet Date’ the dividend payable 1s included in the accounts in the year in
which 1t1s approved by shareholders

Repurchases of the Company’s own shares for canceltation

The costs of repurchasing the Company's own shares for cancellation including any related stamp duty and transaction costs
are charged to Capital Reserves and dealt with In the Reconaliation of Movements in Sharcholders’ Funds Share repurchase
transactions are accounted for on a trade date basis The nominal value of share capital repurchased and cancelled is
transferred out of called up Share Capiial and into Capial Redempuon Reserve
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2011 2010
£'000 £'000
2. Gans on mvestments held at fair value through profitor loss
{Losses)/gains on investrments held at fair value through profit or 1oss based on
historical cost (6,578) 19987
Amounts recognised as investiment holding gains and losses in the previous year
in respect of iInvestments scld during the year 4,073 (14,329)
(Losses)/zams on sales of investmeants based on the carrying value at the previous
balance sheet date (2,505} 5638
Net movement in investment holding gains and losses 13,535 2,693
Other capual charges 1 (13)
Tota! capital gains on investments held ai fair value through profit or loss 11,029 8,318
2011 2010
£'000 £000
Income
Income from investments
Dividends from investments listed gverseas 7321 6,132
Other interest receivable and similar income
Deposit Interest 2 6
Toial income 7323 6,138
2011 2010
Revenue Capital Total Revenue Capital Total
£000 £000 £000 £'000 £000 £000
Management fee 449 1,795 2,244 403 1,613 2,016
Details of the management fee are given in the Directors’ Report on page 19
2011 2010
£'000 £'000
Other admintstrative expenses
Other admuinistration expenses 386 385
Directors fees' 15 98
Auditors’ remuneratton for audit services® 21 22
522 505
Full dischosure s gven in the Directors Remuneration Repart on page 25
INo other payments were made to the auditors (2010 same)
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Notes to the Accounts continued
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201 2010
Revenue Capital Total Revenue Capital Total
£'000 £'000 £'000 £000 £000 £000
Finance costs
interest on bank lozns and overdrafts 210 840 1,050 75 301 376
Taxation
Analysis of tax charge for the year
201 2010
Revenue Capital Total Revenue Capital Total
£'000 £'000 £'000 £000 £'000 £000
UK corporanion tax at 27% (2010 28%) - - - - - -
Overseas withholding tax 512 - 512 429 - 429
Current tax charge for the year 512 - 512 429 - 429

Factors affecting the current tax charge for the year

The tax assessed for the year 1s lower (2010 lower) than ihe Company’s applicable rate of corporation tax for the year of 27%

(2010 28%) The factors affecung the current tax charge for the year are as follows

2011 2010
Revenue Capital Total | Revenue Capital Total
£'000 £000 £000 £'000 £000 £'000
Net return on ordmary activities before taxation 6,142 7,134 13,276 5155 2,542 7697
Net return onordinary activities before taxation
muluphied by the Company's apphicable rate of
corporation tax of 27% {2010 28%) 1,658 1926 3,584 1,443 712 2,155
tffects of
Non taxable overseas dividends {1,957) - (1,957) {1,717 - (1,717)
Non taxable capital returns - (2,637) (2,637) - (1,248) {1,248)
Overseas withholding tax 512 - 512 429 - 429
tncome taxed 1n different periods (8) - (8) - - -
Unutilised expenses carried forward 1o future periods 307 711 1,018 274 536 810
Current tax charge for the year 512 - 512 429 - 429

Deferred taxation

The Company has an unrecogmised deferred tax asset of £4,556 000 {2010 £3,720,000) based on a prospective corporation
tax rate of 26% (2010 27%) The reduction in the standard rate of corporation tax was substanively enacted on 29th March
2011 and 15 effective from 1st April 2011 The Government has also indicated that it intends 1o enact future reductions in the
main rate of corporation tax of 1% each year down 10 23% by 1st April 2014 The deferred tax asset has ansen due io the
cumulative excess of deducuble expenses over taxable income Given ihe composition of the Company's portfolio 1t1s not
Iikely that this asset will be utilised in the foreseeable future and therefore no asset has beenrecognised in the accounts

Given the Company's status as an Investment Trust Company and ihe intention to continue meeting the conditions required
to obtamn approval the Company has not provided deferred tax on any capital gans or losses arising on the revaluaton or
disposal of Investments
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{a) Dividends paid and proposed

(b

-

2011 2010
£'000 £000
Dvidend paid
2010 final dwidend of 2 8p (2009 2 8p) 4,517 4,650
Dividend proposed
2011 final dvidend of 3 3p {2010 2 8p) 5,323 4,521

The final dividend proposed in respect of the year ended 30th September 2010 amounted to £4 521,000 However, the
amount actually paid was £4,517 000 due 10 shares repurchased and cancelled after the balance sheet date but pnior 1o the
share register dividend record date

The finai dividend propesed n respect of the year ended 30th September 2011 1s subject to approval at the forthcoming
Annual Generzal Meeting In accordance with the accounung policy of the Company this dividend will be reflected in the
accounts for the year ending 30th September 2012

Dividend for the purposes of Section 1158 of the Corporatton Tax Act 2010 ('Section 11587)
The proposed dividend of £5,323 000 (2010 £4.521.000) 15 the amount on which the requirements of Section 1158 are
considered The revenue available for distribution by way of dividend s £5,630,000 (2010 £4726 000)

Return per share

The revenue return per share 1s based on the revenue earnings attribuiabte to the ordinary shares of £5.630,000 (2010
£4,726 000) and on the weighted average number of shares in 1ssue throughout the year of 161334 188 (2010 162 661 550)

The capital return per share 1s based on the capital return attnibutable to the ordinary shares of £7134 000 (2010 £2,542 000)
and on the weighted average number of shares in 1ssue throughout the year of 161,334,188 (2010 162,661.550)

The total return per share is based on the total earnings attnibutable to the ordinary shares of £12,764 000 {2010 £7.268 000)
and on the weighted average number of shares in issue throughout the year of 161.334.188 (2010 162,661 550)
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Notes to the Accounts continued

201 2010
£000 £000
10 Investments

tnvestments listed on a recogmsed stock exchange 312,150 300,515
Opening book cost 290,323 317841
QOpening Investmen: holding gains 10,192 21,828
Opening valuation 300,515 339,669
Movemenisin the year
Purchases at cosi 159,311 227432
Sales - proceeds (158,706) {274917)
{Losses)/gains on sales of investments based on the carrying value at the previous

balance sheet date (2,505) 5638
Net movement In investment holding gains and losses 13,535 2,693
Closing valuation 312,150 300,515
Closing book cost 284,350 250323
Closing investment holding gans 27,800 10192
Tota! investments held ai fair value through profit or loss 312,150 300,515

Transaction costs on purchases durning the year amounted to £90,000 (2010 £145.000) and on sales during the year
amounted to £107000 {2010 £174,000) These costs comprise mainly brokerage commission

During the year prior year investment holding losses amounting to £4,073,000 have been transferred to Gains and Losses on
Sales of Investmenis as disclosed in note 15 on page 40

2011 2010
£'000 £000
11 Current assets

Debtors
Securiues sold awaiting seitlement 2,976 -
Dividends and interest receivable N0 2,394
Derivatve finanuial instruments forward foreign currency contracts 2 -
Other debtors 39 45
5721 2439

The Direciors consider that the carrying amount of debtors appraoximates to thetr fair value

Cashand short term deposits

Cash and short term deposits comprises bank balances and short ierm depastits The carrying amount of these represents
therr fair value Cash balances in excess of a predetermined amouni are placed on short termdeposit at market rates of
Interest
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2011 2010

£'000 £'000
Creditors amounts falling due within one year
Securities purchased awaiting settiement 2,474 -
Qther creditors and accruals 116 107
2,590 107

The Direciors consider that the carrying amou nt of creditors falling due within ane year approximates to therr fair value

201 2010
£°000 £'000

Creditors amounts falling due after more than one year
Bank loan 12,492 -

The bank loan 15 unsecured and represents ¥1 5 billion drawn down on the Companys facility with Scotiabank Further details
are given in note 22{a)(n) on page 46

2011 2010

£'000 £000
Called up share capital
Allotted and fully paid
Shares of 25p each
Opening balance of 161,458,078 (2010 169,851.078) shares 40,365 42463
Repurchase of 140,000 (2010 8,393,000) shares for cancellation (35) {2.098)
Closing balance! 40,330 40,365

IRepresented by 161 318,078 (2010 161,458,078) shares of 25p each

During the year. the Company repurchased 140,000 shares nommal value £35,000 for cancellauon, representing 0 1% of the
1ssued shares at the eginning of the year, for a total cansideration of £229,000 The reason for the purchases was to seck 10
reduce the valaulity and absolute leve] of the discount of the share price at which the Company's shares rade to netasset
value per share nrelation to its peers
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16

17

40

Capital reserves
Caputal Gains and Holding gains Capital
Other  redemption losses onsales andlosses on reserve - Revenue
reserve reserve  of mvestments nvestments unrealised reserve
£000 £000 £'000 £000 £000 £000
Reserves
Opening balance 166,791 8,597 74 194 10192 - 5967
Realised exchange gans on cash and shortterm
deposits - - 1774 - - -
Unreafised gain on forward foreign currency contract ~ - - - 2 -
Realised exchange losses on repayment of foreign
currency loans - - {1578} - - -
Losses on sales of Investments based on the
carrying value at the previous balance sheet date - - (2,505) - - -
Net movement in investment holding gains and losses - - - 13535 - -
Transfer on disposal of Investments - - (4,073) 4,073 - -
Repurchase and cancellation of the Company’s own
shares - 35 (229) - - -
Management fee and finance costs charged to capital - - (2,635) - - -
Unrealised exchange loss on foreign currency loan - - - - (1,058) -
Other capital charges - - Q) - - -
Dividend appropnated in the year - - - - - (4.517)
Net revenue for the year - - - - - 5630
Closing balance 166,791 8,632 64,547 27,800 (1,056) 7,080

Net asset value per share

The net asset value per share 15 based on the net assets attributable to the ordinary shareholders of £314,124 000 {2010
£306 106,000) and on the 161,318,078 (2010 161 458,078) shares in 1ssue at the year end

2011 2010
£'000 €000
reconciliation of total return on ordinary activities before finance costs
and taxation to net cash inflow from operating activities
Net total return on ordinary activities before finance costs and taxation 14,326 8,073
Less capital return before finance costs and taxation {7974) {2,843)
Increase in accrued income {316) 13n
Decrease/{increase) in other debtors 6 {15)
{Decrease)/increase in accrued expenses ) 36
Qverseas taxation (512) (429}
Management fee charged to capita {1,795) {1613)
Net cash inflow from operating acuvities 3,729 3072
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20.

At At
30th September Exchange | 30thSeptember
2010 Cash flow movements 201
£000 £000 £000 £'000

Analys:s of changes in net funds/(debt)
Cash and short term deposits 3,259 6,296 1774 11,329
Bank loan falling due after more than one year - (9.456) (3,036) (12,492)
Net funds/{debt) 3,256 (3,160) {1,262) (1,163)

Contingent iabilities and capital commitments

There were no contingent liabilines or capital commitments at the balance sheet date (2010 £nl)

Transactions with the Manager

Details of the management contract are set out In the Directors’ Report on pages 18 and 19 The management fee payable o
JPMorgan Asset Management (UK) Limited (JPMAM') for the year was £2,244,000 (2010 £2.016.000) of which £ml (2010 £nil)
was outstanding at the year end

Included in other management expenses i note 5 on page 35 are safe custody fees amountingto £45 000 (2010 £52,000)
payable io JPMorgan Chase as custodian of the Company of which £13 000 (2010 £13 000) was outstanding at the year end

IPMAM carries out some af its dealing transactions through group subsidiaries These transactions are carried outat arms’
length The commussion payable to JPMorgan Securiuies for the year was £19.000 (2010 £29000) of which £ml {2010 £nil) was
outstanding at the year end

Handling charges payable on dealing transactions undertaken by overseas sub custodians on behalf of the Company during
the year amounted to £1 000 (2010 £13,000) of wiuch £1,000 (2010 £4 000) was outstandingat the year end

Atthe year end a bank balance of £11,329,000 (2010 £3,259,000) was held with JPMorgan Chase A net amount of interest of
£2,000 (2010 £6,000) was recevable by the Company during the year from JPMorgan Chase of which £1,000 (2010 £10C0)
was outstanding at the year end

The Company had an unsettled spot currency contract with JPMorgan Securities at the year end on which the unrealised gan
was £2,000
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Disclosures regardmg finanaal instruments measured at fair value

The disclosures required by the amendment to FRS 29 “Improving Disclosures about Financial Instruments” are given below
The Campany’s financial instruments within the scope of FRS 29 that are held at fair value compnse 1ts investment portfolio
and gervative financial instruments comprising forward foreign currency contracts

The investments are categornised into a hierarchy consisuing of the following three levels

tevel 1 - valued using quoted prices in active markets

Level 2 - valued by reference to valuauon technigues using observable inputs other than quoted market prices included
within Level 1

Level 3 - valued by reference to valuation techmques using mputs that are not based on observable market data

Categortsation within the hierarchy has been determined on the bass of the lowest level input that 1s significant to the farr
vaiue measurement of the relevant asset Detalls of the valuation techniques Lsed by the Company are given in note 1{b) on
page 33

The following table sets out the fair value measurements using the FRS 29 hierarchy as at 30th September

2011
Level 1 Level 2 Levet 3 Total
£'000 £'000 £7000 £'000
Financial assets heid at fair value through profit or loss
EQuiIy Investments 312,150 - - 312,150
Denvative financial instruments
forward foreign currency contracts 2 - - 2
Total 312,152 - - 312,152
2010
Level 1 Level 2 Level 3 Total
£000 £000 £'000 £000
Financial assets held at fair value through profit or loss
EQUItY Investments 300,515 - - 300515
Total 300,515 - - 300515

There have been no transfers between Levels 1 2 or 3 during the current or comparative year
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(a)

Financial snstruments’ exposure to risk and risk management policies

As an investment trust the Company invests in equities and other secunties far the long term 5o as 10 secure i1s investment
objective stated on the ‘Features’ page In pursuing this objective, the Company I1s exposed to avariety of risks that could
resuit in a reduction 1n the Company’s net assets or a reduction in ihe profits avatlable for dividends These risks include
market nisk (comprising currency risk, interest rate risk and other price nsk) hquidity nsk and credit sk The Directors’ policy
for managing these risks 1s set out below The Company Secretary in close cooperation with the Board and the Manager
coordinates the Company's nsk management straiegy

The obyectives, policies and processes for managing the nsks and the methods used to measure the risks that are set out
below have not changed from those applying in the comparative year

The Company's financial instruments may comprise the following

- investments In equity shares of Japanese companies which are held in accordance with the Company’s Investment
objective,

- shortterm debtors creditors and cash ansing directly from its operations and
- afloating rate loan facility with Scotiabank

Market risk

The fair value or future cash flows of a financial instrument held by the Company may fiuctuate because of changes in market
prices This market nisk compnises three elements - currency risk interest rate nsk and other price risk Information to enable
an evaluaticn of the nature and extent of these three elements of market rsk 15 given in parts () to (i) of this note, together
with sensitivity analyses where appropriate The Board reviews and agrees pohaes for managng these risks and these policies
have rematned unchanged irom those applying in the comparative year The Manager assesses the exposure 10 market risk
when making each nvestment decision and monitors the overall level of market nsk on the whole of the investment porticlio
on an ongoing basts

{1} Currency risk
The Company’s functional currency and the currency inwhich it reports, 1s sterkng However the Company’s assets,
labifimes and income are almost entirely denominated in Yen As aresult, movements in exchange rates wiil affect the
sterling value of those items

Management of currency risk

The Manager manitors the Company’s exposure to foreign currencies on a daily basis and reports to the Board, which
meets on at least four occasions each year The Manager measures the risk to the Company of the foreign currency
exposure by considering the effect on the Company’s net asset value and income of a movement in the Yen/sterhing
exchange rate Yen denominated borrowing may be used to iimit the exposure of the Company’s porifoliato the
Yen/sterling exchange rate Income 1s converted to sterling on receipt The Company may use short term forward currency
contracts to manage working capital requirements It1s currently not the Company’s policy to hedge against fareign
currency nsk

JPMorgan Japanese Investment Trust plc. Annual Report & Accounts 2011 | 43




Notes to the Accounts continued

22 Financial instruments' exposure to risk and risk management polictes continued

(a) Market nsk continued
{1} Currency nsk continued
Foreign currency exposure
The fair value of the Company's monetary items that have exposure to the Yen at 30th September are shown below The
Company’s investments {which are not monetary 1iems) have been included separately in the analysis so as to show the
overall level of exposure

2011 2010

Yen yen

£'000 £000

Current assets 17,042 3,335

Creditors {15,382) -
Foreign curFency exposure on net monetary lkems 1,660 3,335 |

Investments held at fair value through profit or loss that are equities 312,150 300,515
Total net foreign cLUrrency exposure 313,810 303,850 '

The above year end amounts are not representative of the exposure to foreign currency nisk during the current or
comparative year due to fluctuaton in drawings an the Yen loan facility

Foreign currency sensitivity

The following tables iflustrate the sensitivity of return after taxation for the year and net assets with regard to the
Company's monetary financial assets and financial hiabtlities and exchange rates The sensitwity analysis 1s based on the
Company's monetary currency finanaial instruments held at each balance sheet date and assumes a 10% (2010 10%)
appreciation or depreciation in sterling against the Yen, which 1s considered to be & reasorable illustration based on the
volatility of exchange rates during the year

If sterling had weakened by 10% this would have had the following effect

2011 2010
£000 £'000

Income statement reiurn after taxanon
Revenue return 732 613
Caprtal return 166 334
Jotai reiurn after taxation for the year 898 947
Net assets 898 947
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Conversely if sterling had strengthened by 10% this would have had the following effect

2011 2010
£000 £000
Income statement return after taxation
Revenue return (732) (613)
Capital return (166} {334)
Total return after taxation for the year (898) {947)
Net assets (898} (947)

In the opinion of the Directors the above sensitivity analysis 1s not representative of the whole of the current or
comparative year due to fluctuation in drawings on the Yen loan faclity

Interest rate risk
Interest rate movements may affect the level of income receivable on cash deposits and the interest payable on the
Company's vaniable rate cash borrowings

Management of interest rate risk

The Company does not normally held sigrificant cash balances Short term borrowings are used when required The
Company may finance part of 1ts activities through borrowings at levels appraved and monitored by the Board The
possible effects on cash flows that could arise as a result of changes in interest rates are taken into account when the
Company borrows on the loan faciity However amounts drawn down on this factiity are for short term penods and
therefore exposure to interest rate risk 1s not significant

Interest rate exposure
The exposure of financial assets and habilities to floating interest rates, giving cash flow interest rate risk when rates are
re-set, 1s shown below

201 2010
£'000 £'000
Exposure to floating interest rates
Cash and short Lerm deposits 11,329 3,259
Creditors amounts falling due after more than one year
Bank loan (12,492) -
Total exposure {1,163) 3259

Interest receivable on cash balances is at a margin below LIBOR
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Notes to the Accounts continued

22. Financial instruments’ exposure to risk and risk management policies continued

{a) Market risk continued
(n) Interest rate risk continued
interest rate exposure coniinued

The Company has renegotiated its multicurrency loan facility with Sconabank and the new agreement expires on 29th July
2013 under the terms of this agreement, the Company may draw down up to ¥10 biflion (£83 3mullton) at an interest rate
of Yen LIBOR as offered in the market for the relevant currency and loan periad, plus a margin of 1 15% plus ‘Mandatory
cosis’, which are the lender’s costs of complying with certain regulatory requirements of the Bank of England and the
Financial Services Authonty The faciity 1s unsecured and 1s subject to covenants which are customary for a credit
agreement of this nature At 30th September 2011, the Company had drawn down ¥1 5 billion (£12 5 milhon) on this factlity

at an interest rate of 1 26%

The preceding facility with Scotiabank was undrawn at the comparauve year end and thus faality expired in August 2011

The exposure to floating interest rates has fluctuated during the year betweennet cash and loan balances as follows

201 2010

£'000 £000
Maximum debit interest rate exposure 10 floating rares - net loan balances (24,553) {39,112)
Maximum credii inierest raie exposure 1o floating rates - net cash balances 6,214 1466

Interestrate sensitivity

The following table llustrates the sensitivity of return after iaxauon for the year and net assets to a 1% (2010 1%) increase or
decrease In interest rates n regards to the Company’s monetary financial assets and financial labuities This level of change
1s constdered to be a reasonable illustration based on observation of current market conditons The sensitivity analysis 1S
based on the Campany’s monetary financial instruments held at the balance sheet date, with all ather variables held

constant
2011 2010
1% mcrease 1% decrease 1% ncrease 1% decrease
nrate inrate Inrate In rate
£000 £'000 £000 £'000
Income statement - return after taxation
Revenue return 88 (88) 33 (33)
Capital return {100) 100 - -
Total return after taxation for the year (12) 12 33 (33)
Net assets (12 12 33 (33)

in the opiruon of the Directors, the above sensitivity analysis may not be representative of the Company's future exposure
to Interest rate changes due to fluctuation in drawings on the loan facility
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() Other price risk

Other price risk includes changes in market prices other than those anising from mterest rate nsk or currency rtsk, which
may aifect the value of Investments

Management of other price risk

The Board meets on at least four occasions each year 1o consider the asset allocation of the pertfolio and the risk
associated with parucular industry sectors The investment managementt team has responsibility for monitoring the
portfalio, which 1s selected in accordance with the Company's investment objective and seeks te ensure that indnvidual
stocks meet an accepiable risk/reward profile

Other price risk exposure
The Company’s exposure to changes 1n market prices at 30th September compnises its holdings in equity investments as
follows

2011 2010
£'000 £'000
Equity Investments held at fair value through profitor foss 312,150 300515

The above data 1s broadiy representative of the exposure to other price risk during the year

Concentration of exposure to other price risk

An analysis of the Company’s Investments 1s given on pages 12 and 13 This shows that all of the nvestments’ value ts 1n
Jlapan Accordingly there s a concentration of exposure 10 that country However 1i should be noted that an investment
may not necessarily be wholly exposed to the economic conditions in 1ts country of domicile or of hsting

Other price risk sensitivity

The foliowing table illustrates the sensitivity of return after 1axation for the year and net assets 1o an increase or decrease
of 10% (2010 109%) In the fair value of the Company’s equriies This level of change 15 considered to be a reasonable
illustration based on abservation of current market condiions The sensitivity analysts 1s based on the Company’s equities
and adjusting for change in the management fee, but with all other variables held constant

2011 2010

10% Increase in  10% decrease 1n | 10% increasein  10% decrease in
fair valus fair value fair value farr value
£'000 £'000 €000 £'000

Income staiement - return after taxation
Revenue return (40) 40 {39 39
Capiial return 31,053 (31,053) 29,895 (29,895
Total return after taxauon for the year and net assets 31,013 {31,013) 29,856 (29,856}
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Notes to the Accounts continued

22. Finanoial instrements’ exposure to nisk and risk management pohces continued

(b) Liquichty resk

(c

48

—r

This 15 the risk that the Company will encounter difficulty in meeting obhigations assotiated with financial habilities that are
seitled by delivering cash or another financial asset

Management of the risk

Liquidnty risk 1s not significant as the Company’s assets comprise readily realisable secunities which can be sold to meet
funding requirements if necessary Short term flexibility 1s achieved through the use of overdraftfaciiwes The Board's palicy
15 for the Company to remain fully invested in normal market conditions and that short term borrowings be used to manage
short term liabiliues working capital requirements and to gear the Company as appropriaie Details of the current loan facility
are given n part (a)(n) to this note on page 46

Liquidity risk exposure
Contractual maturities of the financial labilities at the year end, based on the earliest daie on which payment can be required
by the lender are as follows

2011

More than 2010
Three three months Three
months but not more More than months
or less than one year ohe year Total or less
£'000 £000 £'000 £000 £000

Creditors amounts faling due within one year
Secunities purchased awaimng settlement 2,474 - - 2,474 -
Other creditors and accruals 116 - - 116 107

Crediiors amounts falling due after more than

one year
Bank loan - induding interest 40 121 12,626 12,787 -
2,630 121 12,626 15,377 107
Credit risk

Credst 11sK 1s the risk that the counterparty to a transaction fails to discharge 1ts obhigations under that transaction which could
resultin a loss to the Company

Management of credit risk

Portfolio deahng

The Company invests in markets that operate DVP (Delivery Versus Payment) seitlement The process of DVP mitigates the
risk of losing the principle of a trade during the settlement process The Manager continuously mornitors dealing activity to
ensure best execution, a process that involves measunng vanous indicators including the quality of trade settiement and
incidence of falled trades Counterparty lists are maintained and adjusted accordingly

Cash
Counterparties are subject to daily credii analysis by the Manager and trades can only be placed with counterparties that have
a minimum ratung of Al/P1 from Siandard & Poor's and Moody's respectively

Exposure to JPMorgan Chase

JPMorgan Chase 1s the custodian of the Company’s assets. The custody agreement grants a general lien over the securiies
credited ta the securities account The Company’s assets are segregated from JPMorgan’s own trading assets Therefore, these
assets are designed ta be protected from creditors in the event that JPMorgan Chase were tocease trading However, no
absolute guarantee can be given to Investors on the protection of ali assets of the Company
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Credit risk exposure
The amounts shown in the balance sheet under debtors and cash and short term deposits represent the maximum expaosure
1o credit nisk at the current and comparative year end

Cash and short term deposits comprises balances held at banks that have a mimmum raung of A1/P1 (2010 A1/P1) from
Standard & Poor’s and Moody's respectively

There were no stocks on loan at 30th September 2011 (2010 nil) There has been no stock kending during the current or
comparative year

Fair values of financial assets and financial habilities
All finanoal assets and liabilsies are erither included in the balance sheet at fair value or the carry ing amount in the balance
sheet 1s a reasonable approximation of fair vaiue

Capital management policies and procedures

The Company's debt and capital structure comprises the following

2011 2010
£060 £'000
Debt

Bank loan 12,492 -

Equity
Share capital 40,330 40,365
Reserves 273,794 265741
314,124 306,106
Total debt and equity 326,616 306,106

The Company's capital management objectives are to ensure thatit will continue as a going concern and to maximise capital
return to its equity shareholders through an appropriate level of gearing

The Board’s policy 1s to limit gearing within the range 95% to 115% invested Geanng for this purpose is defined as investments
expressed as a percentage of total net assets

2011 2010

£000 £000

investments 312,150 300515
Net assets 314,124 306106
Gearing 89 4% 58 2%

The Board. with the assistance of the Manager monitors and reviews the broad structureof the Company's capital onan
angoing basis This review inciudes

- the planned level of gearing which takes into account the Manager’s views on the market

- the need 1o buy back equity shares either for cancellation or to hold 1in Treasury whichtakes into account the share price
discount or premium, and

- the need for 1ssues of new shares, including 1ssues from Treasury
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Shareholder Analysis

at 30th September 2011

Number of shares % Holding
Pension Funds 33268215 209
Urut Trusts 30,103,181 187
Other Institutions 21922.243 136
Insurance 20,094,201 125
Investment Trusts' 5011,820 31
Total Institutions 110,899,660 688
Private Ciient Brokers 19,164,727 118
Retail Investors holding shares directly or through nominee accounts® 25,121,630 156
Indeviduals in the Investment Trust Investment Account’ 4306574 27
indwiduals 1n the Invesiment Trust ISA’ 1130935 07
tndrviduals 1n the Investment Trust SIPP? 694,552 04
Total Retail Holdings 50418,418 312
Total Shares in issue 161,318,078 1000

Yncludes 3 730 943 shares held by JPMorgan Elect plc
2Includes holdings of below 10,000 shares
3savings product managed by JPMorgan

Nominee accounis have been allocated to therr appropriate category
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Notice of Annual General Meeting

Notice 15 hereby given that the eighty third Annual General
Mmeeting of JPMorgan Japanese Investment Trust plc will be
held at Trinuty Mouse Tower Hill, London EC3N 4DH on
Tuesday 20th December 2011 at 2 00 p m for the following
purposes

1

To receive the Directors’ Report & Accounts and the
Auditors’ Report for the year ended 30th September 2011

To approve the Directors’ Remuneration Report for the
year ended 30th September 2011

To approve a final dividend of 3 3p per share
To re-elect Dawvid Pearson as a Direcior of the Company

7o re-elect Jeremy Paulson-Ellis as a Director of the
Company

To re-appoint Begbies Chettle Agar as auditors to the
Company and to authorise the Directors 1o determing their
remuneration

Speaal Business

To consider the following reselutions

Authority to allot new shares - Ordinary Resolution

7

THAT the Directors of the Company be and they are hereby
generally and unconditionally authonised (in substitution of
any authonties previously granted to the Directors)
pursuant to Section 551 of the Companies Act 2006 (the
‘Act’) to exercise ali the powers for the Company ioallot
relevant secunties fwithin the meaning of Section 551 of the
Aci) up to an aggregate nominal amount of £2 016 475,
representing approximately 5% of the Company s issued
ordinary share capital as at the date of the passing of this
resolution provided that this authonty shall expire at the
conclusion of the Annual General Meeting of the Company
to be held 1n 2012 unless renewed at a general meetng
prior to such time, save that the Company may before such
expiry make offers agreements or arrangements which
would or might require relevant securities to be allotted
after such expiry and so that the Directors of the Company
may allot relevant secunties in pursuance of such offers,
agreements or arrangements asif the authornity conferred
hereby had not expired

Authority to disapply pre-emption rights on allotment of relevant
securities - Speaial Resolution
8 THAT subject to the passing of Resolution 7 set out above

the Direciors of the Company be and they are hereby
empowered pursuant to Section 570 of the Companies Act
2006 (ithe ‘Act’) to allot equity securities {(within the
meaning of Section 560(1) of the Act) pursuant to the
authonty conferred by Resolution 8 or by way of a sale of
Treasury shares as if Section560(1) of the Act did not apply
to any such alloiment prowded that this power shall be
limited to the alloiment of equity securities for cash up to
an aggregate nomnal amount of £2,106,475, representing
approximately 5% of the 1ssued ordinary share capital as at
the date of the passing of this resolution at a price of not
less than the net asset value per share and shall expire at
the conclusion of the Annual General Meeting of the
Company to be held in 2012 unless renewed at a general
meeting pnor to such time save that the Company may
befare such expiry make offers agreements or
arrangements which would or might reguire equity
secunities to be allotted after such expiry and so that the
Directors of the Company may allot equity securities in
pursuant of such offers, agreements or arrangements as

if the power conferred hereby had not expired

Authority to repurchase the Company’s shares - Special Resolution
9 THAT the Company be generally and subject as heremnafter

appears uncondimonally authonised in accordance with
Section 701 of the Companies Act 2006 (the ‘Act’) to make
market purchases (within the meaning of Section 693 of the
Act) of its 1ssued ordinary shares of 25 pence each in the
capital of the Company

PROVIDED ALWAYS THAT

( the maximum number of ordinary shares hereby
authonsed to be purchased shall be 24,181,579 or if
less, that number of shares which 1s equal to 14 99% of
the Company’s tssued share capital as at the date of the
passing of this resolution

() the mintmum prece which may be pard for an ordinary
share shall be 25p.
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Notice of Annual General Meeting

continued

() the maximum price which may be patd for an ordinary Notes

These notes should be read in conuncuion with the notes on the
reverse of the proxy form

share shall be an amount equai to the highest of
{a) 105% of the average of the middle market
quotations for an ordinary share taken from and 1
calculated by reference to the London Stock

Exchange Dally Official List for the five business days
immedately preceding the day onwhich the ordinary
share 1s purchased (b} the price of the last independent
trade or () the lughest current independent bid

[a*)

{iv) any purchase of ordinary shares will be made in the
market for cash at prces below the prevaihing net asset
value per ordinary share (as determined by the
Directors) at the date following not more than seven
days before the date of purchase,

(v} the authonty hereby conferred shall expire on
19th June 2013 unless the authonty 1s renewed at the
Company’'s Annual General Meeting in 2012 or at any

other general meeting prior te such time, and 3

(v1) the Company may make a contract to purchase
ardinary shares under the authanty hereby conferred
prior to the expiry of such authority and may make a
purchase of ordmnary shares pursuant to any such
contract notwithstanding such expiry

Authority to increase the maximum aggregate Directors’ fees -

Ordinary Resolution

10 THAT in accordance with Artcle 83 of the Company’s Article
of Association the maximum aggregate Directors' fees
payabie be increased from £125,000 to £175 000 per
annum w, med)

By order of the Board
C Cordrey for and on behalf of

JPMargan Asset Management (UK) Limmted,
Secretary

17th November 2011

A member entitled to attend and vote at the Meeting may appoint
another person(s) (who need not be a member of the Company) to
exercise all or any of his nghtsto attend speak and vote at the
Meeting A member can appoint more than one proxy n relanon to
the Meeting provided that each proxy 15 appointed to exercise the
rights attaching 1o different shares held by tum

A proxy does not need to be a member of the Company but must
attend the Meeting ta represent you Your proxy could be the
Chairman, another Directar of the Company or another persen
who has agreed to attend 1o represent you Details of how to
appoint the Chairrman cr another persan(s) as your proxy or
proxies using the prexy form are set out in the notes to the proxy
form If a voung box on the proxy form s left blank the proxy or
proxies will exercise hts/their discreuon both as 1o how to vote and
whether he/they abstaim(s) fremvoting Your proxy must attend
the Meeting for your vote to count AppaIniing a proxy or proxies
does not preclude you from attending the Meeting and voting in
person If you attend the Meeting in person, your proxy
appointment will automatically be terminated

ANy INSrument appointing 2 proxy to be valid must be lodged in
accardance with the nstructions given on the proxy form

You may change your proxy Instructions by returning a new proxy
appoimiment The deadline for receipt of proxy appointments also
applies In relation to amended instructions Any attempt to
terminate or amend a proxy appointment received after the
relevant deadline will be disregarded Where two or more valid
separate appoimments of proxy are received in respect of the
same share in respect of the same Meeting the one which 1s last
receved (regardless of 1ts date or the date of its signature) shali be
treated as replaang and revoking the other or others as regards
thar share 1f the Company Is unable ta determine which was last
received nane of thermn shall be treated as vahid in respect of that
share

To be entitled to attend and vote at the Meeting (and for the
purpose of the determination by the Company of the number of
votes they may cast members must be entered on the
Company's register of members as at 6 00 p M two business
days prior to the Meeung (the specified ume') 1f the Meeting s
adjourned 1o a ume not morethan 48 hours after the specified
time applicable io the original Meeting that time will also apply
for the purpose of determining the entitement of members to
attend and vote (and for the purpose of determining the number
of votes they may cast) at the adjourned Meeung If however the
Meeting 1s adjourned for a longar peried then to be so entitled
members must be entered on the Company s register of
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members as at 6 00 pm two business days prior to the
adjourned Meeting ar if the Company gives notice of the
adjourned Meeting ai the me specified in that notice Changes
to eniries on the register after this tume shall be disregarded in
determining the rights of persons to attend or vote at the
Meetng or adjourned Meeung

Entry to the Meeung will be restricted to shareholders and ther
proxy or praxies with guests admitied only by prior arrangement

A corporation, whichis a shareholder may appoint an individual(s)
10 act as Its representative(s) and 1o vote in person at the Meeting
{see instructions given on the praxy form) In accordance with the
provisions of the Companies Act 2006 each such representative
may exercise {on behalt of the corporation) the same powers as the
corparanion could exercise if it were an indivedual member of the
Company provided that they do not do so in relation to the same
shares it 1s therefore no longer necessary to nominate a
designated corporate representative

Represemtauves should bring to the Meeiing evidence of their
appointment including any authority under which its signed

Members that satisfy the thresholds in Section 527 of the
Comparties Act 2006 can require the Company to publish a
statement on Its website setting out any matter relating to

{a) the audit of the Company’s accounts (including the Auditors
report and the conduct of the audit) that are to be laid before
the AGM or {b) any crcumstances connected with Auditors of
the Company ceasing to hotd cifice since the previous AGM
which the members propose to raise at the Meetng The
Company cannot require the members requesting the
publication to pay Its expenses Any statement placed on the
websiie must also be sent to the Company’s Auditors no later
than the tme it makes its statement available on the website
The business which may be dealt with at the AGM Includes any
statement that the Company has been required to pubiish on sts
website pursuant to this right

Pursuant ta Section 319A of the Companies Act 2006 the Company
must cause to be answered at the AGM any question relating to the
business being dealt with at the AGM which 15 put by a member
attending the Meeting except In certain crcumstances including if
1115 undestrable in the interests of the Company or the good order
of the Meetng ar if it would invalve the disclosure of confidential
information

Under Sections 338 and 338A of the 2006 Act members meeting
the threshold requirements in those sections have the nght to
require the Company () to give, to members of the Company
entitled to recelve notice of the Megting, notice of a resolution
which those members intend to move (and which may properly be
maoved) at the Meeting and/or (1) to include in the business to be
dealt with at the Meeung any matter (cther than a proposed
resolution} which may properly be inctuded in the business ai the
Meeling A resolution may properly be moved, or a matier properly
included 1n the business unless (a) (in the case of a resolynon only)
iwould if passed be ineffective {(whether by reason of any
incensistency with any enactment or the Company’s constitution or
otherwise) (b) 1ti1s defamatory of any person, or (¢) 10s frivolous or
vexatious A request made pursuant 1o this nght may be in hard
copy or electronic form must idenuly the resolution of which

notice 1s to be given or the mauer 1o be included 0 the business
must be accompanied by a stalement setting out the grounds far
the request must be authenucated by the person(s) making it and
must be received by the Company not later than the date that 1S sIxX
clear weeks before the Meeung and (in the case of a matter (o be
included in the business only} must be accompanied by a
statement setting out the grounds for the request

11 A copy of this notce has been sent for information only to persons
who have been nominated by a member to enjoy infarmation
rights under Secton 146 of the Companies Act 2006 (2 Nominated
Person) The rights to appoint a proxy €an net be exercised by a
Nomnated Person they can only be exercised by the member
However a Nominated Person may have a nght under an
agreement between him and the member by whom he was
nominated to be appointed as aproxy for the Meeting or to have
someone else scappointed If aNominated Person does not have
such a right or does not wishtoexercise it he may have a nght
under such an agreement 1o give tstructions to the member as to
the exercise of voung rights

12 Inaccardance with Section 3L1Aof the Companies Act 2006 the
contents of th:s notice of meeting, details of the 1otal number of
shares In respect of which members are entitled to exercise voting
rights at the AGM the total voung nghts members are entitled ta
exercise at the AGM and if applicable any members statements
members resolutions or members matters of business received
by the Campany after the date of this notice will be avallable on the
Company’s website www |pmjapanese co uk

13 The register of interests of the Directors and connected persons in
the share capstal of the Company and the Directors’ letters of
appointment are avallable for mspection ai the Campany’s
registered office duning usual business hours on any weekday
{saturdays Sundays and public holidays excepied) I1twill also be
avallable for inspecuon at the Annual General Meeting No Director
has any contract of service with the Company

14 You may not use any electronic address provided in this Nouce of
Meeting to communicate with the Company for any purposes other
than those expressly stated

15 As an alternative to completing a hard copy Form of Proxy/voting
Directon FOrm you can appoint a proxy or proxies electronically
by vissting www sharevote co uk You will need your Voting ID
Task ID and Shareholder Reference Number (this 1s the series of
numbers printed under your name on the Form of Proxy/Voung
Birection Form) Alternatively If you have already registered with
Equiniti Limited s online poritfolic service Shareview you can
subrmit your Form of Proxy at www shareviewcouk Full
Instructions are given on both websites

16 As at 16th November 2011 (being the latest business day prior to
the pubhication of this Notice) the Campany s 1ssued share capial
consists of 161 318 078 Ordinary shares carrying one vote each
Therefore the toial voung nghis in the Company are 161 318078

Electronic appostntment - CREST members

CREST members who wish to appoint a proxy or proxies by utihsing the
CREST electronic proxy appoiniment service may do so for the Meeting
and any adjournmeni(s) thereof by using the procedures described in
the CREST Manual See further instrucuons on the proxy form
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Glossary of Terms and Definitions

Return to Shareholders

Tatal return to the invesior on a mid-market price to
rmig-market price basis assuming that all dividends received
were reinvested without transaction costs into the shares of
the Company ai the time the shares were quated ex-dividend

Return on Net Assets

Total return on net asset value { NAV') per share, on a bid value
to bid value basis assumng that all dividends paid out by the
Company were reinvested into the shares of the Company at
the NAV per share at the time the shares were quoted
ex-dividend

In accordance with industry practice, dividends payable which
have been declared but which are unpaid at the balance sheet
date are deducted from the NAV when calculating the total
return on net assets

Benchmark Return

Total return on the benchmark, on a mid-market value to
mid-market value basis, assuming that all dividends received
were remnvested mto the shares of the underlymig companies
at the time the shares were quoted ex-dividend

The benchmark 1s a recognised index of stacks wiich should
not be taken as wholly representative of the Company’s
investment universe The Company's investment strategy does
not irack this index and consequently, there may be some
dvergence between the Company's performance ang that

of the benchmark

Actual Gearing Factor

investments expressed as a percentage of shareholders’ funds
This shows the effect of gearing on the net asset value per
share if the market value of the portfolio were to increase by
100% A gearing factor of less than 100% arises when the
Company 1s 1n a 'net cash' position

Total Expense Ratio
mManagement fee and all other operating expenses excluding
interest expressed as a percentage of the average of the
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month end net assets during the year (2008 and prior years
the average of the opening and closing net assets)

Share Price Discount/Premium to Net Asset Value (‘NAV’) per share
If the share price of an mvestment trust 15 fower than the NAV
per share the shares are said to be trading at a2 discount The
discount 15 shown as a percentage of the NAV per share The
opposite of a discount Is a premium  1t1s more common for

an ivestment trust’s shares to trade at adiscount than at a
premium

Performance Attribution
Analysis of how the Company achieved 1ts recarded
performance rejative io its benchmark

performance Attribution Definitions

Allocation Effect

Measures the impact of allocating assets differently from those
in the benchmark wvia the portfolio’s weighting in different
countries sectors or asset types

Stock Selection

Measures the effect of Investing in securives/sectorsio a
greater or lesser extent than their weighting 1n the benchmark,
or of Investing in securiiies which are notincluded mthe
benchmark

Gearmg/Cash
Measures the impact on returns of borrowings or cash
balances on the Campany’s relative performance

Manzgement Fee/Other Expenses

The payment of fees and expenses reduces the level of total
assets and therefore has a negziive effect on relative
performance

Share Repurchases

Measures the effect on retative performance of repurchasing
and cancelling the Company’s cwn shares at a price which 1s
less than the net asset value pershare
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Information about the Company

Financial Calendar

Financial year end

Final results announced

Half year end

Half year results announced

Interim Management Statements announced
Dividend on ordinary shares paid

Annual General Meeting

30th September
November

31st March
May/lune
January and July
December
December

History

The Company was formed in 1927 as The Capital & National
Trust Limited 1t was a general investment trust untl 1982,
when 1ts shareholders approved a change of name to The
Fleming Japanese Investment Trust plc and the adoption of

a policy of specialising in investment in Japan It 1sthe largest
UK investment trust speciahising in Japan The Company
adapted i1ts current name m December 2006

Company Numbers

Company registration number 223583
London Stock Exchange nurnber 0174002
ISIN GBOCC1740025

Bloomberg code JFI LN

Market Informat:ton

The Company's net asset value { NAV') 1s published daily via the
London Stock Exchange The Company's shares are isted on
the London Stock Exchange The market price 1s shown daily

in the Financial Times The Times The Daily Telegraph, The
Scotsman, The Independent and on the JPMargan internet site
at www jpmjapanese co uk, where the share price 1s updated
every fifteen minutes duning trading hours

Website
WwWwW |pmjapanese co uk

Share Transactions

The Company's shares may be dealt in directly through a
stockbroker or professional adviser acting on an investor’s
behalf They may also be purchaged and held through the

1 P Morgan Investmeni Account J P Morgan ISA and

1 P Morgan SIPP These products are all available on the
onlne weaith manager service, J P Morgan WealthManager+
available at www pmorganwealthmanagerplus co uk

Manager and Company Secretary
JPMorgan Assel Management (UK) Limited

A member of the AIC

Company's Registered Office
Finsbury Dials

20 Finsbury Street

London EC2Y 9AQ
Telephone 020 7742 6000

For company secretanial and administrative matters, please
contact Chnis Cordrey

Custodian

JPMorgan Chase Bank N A
125 London wall

L.ondon EC2Y BA)

Registrars

Equinin Limited

Reference 1090

Aspeci House

Spencer Road

west Sussex BN99 60A
Telephone number 0871 384 2317

Notifications of changes of address and enquires regarding
share certificates or dividend cheques should be made in
writing to the Registrar quoting reference 1090

Registered shareholders can cbtan further details on
indvidual holdings on the internet by visiting
www shareview co uk

Independent Auditors

Beghies Chettle Agar

Chartered Accountants and Statutary Auditors
Epworth House

25 City Road

London ECiY 1AR

Brokers

Cothns Stewart Europe Limited
88 wood Street

London EC2V 70R

Savings Product administrators

For quenes on the § P Morgan Investment Account, J P Morgan
1SA and J P Morgan SIPP, see contact detasls on the back cover
of this report
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J P Morgan Helpline
Freephone 0800 20 40 20 or +44 (0)20 7742 9995

Your telephone callmay be recorded for your security

www |pmjapanese co uk




