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About this Survey

Target population:

Among individual members of the general public in their 20s to 70s (male and female) from across Japan (source: Nippon Research Center Ltd. Web panel and its affiliated panels), those
conducting foreign exchange margin transactions at the time of the survey were preferentially selected. Regarding those who used to conduct foreign exchange margin transactions in the
past, those whose last transactions had been conducted more recently were preferentially selected. The total number of persons selected and surveyed is 1,000.

Demaographic profile of those surveyed:

In 2017, the Financial Futures Attitude Survey of Individual Investors was conducted to survey 2,000 individual members of the general public (male and female) from across Japan. Using
the appearance rate of those having experience of foreign exchange margin transactions obtained from the 2017 survey, we defined the demographic breakdown (by gender and by age)
and determined the sample size for each demographic group to select a total of 1,000 respondents (as shown in the following table) for the 2018 survey. While each demographic group
initially created is a 10-year age group, two small-size groups are combined into one group.

Demographic breakdown of those surveyed

Total Male Female
Subtotal 20s | 30s | 40s | 50s 60s-70s Subtotal 20s-30s 40s-50s 60s-70s
1000 763 104 | 268 | 222 66 103 237 82 105 50

Method: Internet survey

Period: Friday, February 23 — Thursday, March 1, 2018




Demographic breakdown of those surveyed (respondents)

(1) Distribution of the respondents by age (%, n = 1,000) (3) Disturbution of the repsondents by annual income
(%, n = 1,000)

2.3
= 20s
= Less than 2 million yen
= 30s
= 2 million yen — less than 4 million yen
=40s =4 million yen — less than 7 million yen
= 50s = 7 million yen — less than 10 million yen
=10 million yen or more
= 60s
n70s

(2) Distribution of the respondents by occupation
(%, n = 1,000)

« Self-employed e About 55% of the respondents are full-time employees
icultural/f [fish . .

i dependent proecaional tonysicians, (officers, managers and non-managerial employees),

lawyers, etc.) . . R

= Family employee (incl. domestic help) while unemployed and pension beneficiaries account for

= Full-time employee (officers,

managers) about 13%.

= Full-time employee (non-managerial)

e Those whose annual income is not less than 4 million
yen and less than 7 million yen account for 34.9%, which

= Part-time employee

= Homemaker

«Unemployed, pension beneficiary is the largest proportion of the respondents. The total of
Student respondents whose annual income falls below 7 million
* Other yen amounts to 64.1%.
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1. Stance on Foreign Exchange Margin Transactions
(1) Most recent forex margin trading (%, n = 1,000)

0.0 200 40.0 60.0 80.0 100.0

Currently trading

Traded within the past 1 month || 1.6

Traded over a month ago, within the past 3 months | 1.5
Traded over 3 months ago, within the past 6 months | Q.7
Traded over 6 months ago, within the past 1 year | 0.9
Traded over a year ago, within the past 3years | 1.8
Traded over 3 years ago, within the past 5 years | 0.0

Traded over 5 years ago 0.1

(2) Years of experience in forex margin trading (%, n = 1,000)

0.0 20.0 40.0

Less than 1 month 1.8

1 month — less than 3 months
3 months — less than 6 months
6 months — less than 1 year

1 year — less than 3 years

3 years — less than 5 years

5 years or longer

e Among all the respondents in this survey, about 93%
said that foreign exchange margin transactions (forex
margin trading or merely “FX” trading) presently
constitutes their investment choices.

¢ 81.4% of the respondents have at least one year of
experience in forex margin trading, and those who have
experience of five years or longer account for 44.9%.
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(3) Profit or loss in FX trading in the previous year (%, n =

1,000)

0.0 10.0 20.0 30.0 40.0

50.0

Profit of ¥1 million or more

Profit of ¥500,000 — less than ¥1 million
Profit of ¥200,000 — less than ¥500,000
Profit of less than ¥200,000

¥0, or loss of less than ¥200,000

Loss of ¥200,000 — less than ¥500,000

Loss of ¥500,000 — less than ¥1 million

Loss of ¥1 million or more

(4) About the system for carrying forward losses from FX trading
(%, n = 1,000)

0.0 100 200 300 40.0 50.0

Have experienced a loss carry-forward
based on a tax return

Could not carry forward a loss while
applying for it by a tax return

Informed about this system, but have
never used it

Informed about this system, but have
never been eligible for a carry-forward

Ignorant about this system, and have
never been eligible for a loss carry-forward

Ignorant about this system, and have
never used it

e Regarding the total net profit or loss in forex margin
trading in the previous year, 35.6% of the respondents
earned a profit of less than 200,000 yen, and 28.4%
made no profit or suffered a loss of less than 200,000
yen. A total of 64.0% posted an annual loss not
exceeding 200,000 yen.

e We asked about the respondents’ awareness of the
system for carrying forward a net investment loss
incurred as a result of forex margin trading and their
experience of using this system. 32.7% said that they
took a tax deduction based on their trading losses (i.e.
they were allowed to carry forward a trading loss after
filing a tax return). 22.5% have no experience of claiming
a loss carry-forward (while they knew about the loss
carry-forward system, they did not need to take a tax
deduction since they finally made a profit on an annual
basis).
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(5) Average period of holding new positions (%, n = 1,000)

0.0 5.0 10.0 15.0 20.0 25.0

Less than 1 minute 9

1 minute — less than 10 minutes
10 minutes — less than 1 hour

1 hour — less than 1 day

1 day — less than 1 week

1 week — less than 1 month

1 month — less than 6 months

6 months — less than 1 year

1 year — less than 5 years

5 years or longer

(6) Foreign currencies traded on margin (multiple answers)
(%, n = 1,000)

100.0

usD

EUR

GBP

CHF

CAD

AUD, NZD

ZAR, TRY, MXP, BRL
CNY, HKD

SEK, NOK, DKK

RUB, other European currencies
Other Asian currencies
Other

e Looking at the average period of holding new positions,
21.3% of the respondents hold positions one day or
more and settle them within one week, which constitutes
the largest proportion, followed by those holding
positions for a period of not less than one week and less
than one month (16.1%) and for a period of not less than
one hour and less than one day (16.0%).

e We asked about foreign currencies traded by the
respondents on margin. The most traded currency is the
US dollar, which is traded by 85.0% of the respondents.
Then, the Australian dollar and/or New Zealand dollar
(43.7%) and euro (40.8%) follow at the 40% level. The
currencies traded by more than one-quarter of the
respondents are the British pound (26.9%) and a group
of South Africa rand, Turkish lira, Mexican peso and
Brazilian real (26.2%).
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(7) Average trading amount for new FX transactions (%, n = 1,000)

1.7_0.2

1.9_:\ |,_0.6

B | ess than ¥100,000

B ¥100,000 — less than ¥500,000

= ¥500,000 — less than ¥1 million

® ¥1 million — less than ¥3 million

m ¥3 million — less than ¥5 million

= ¥5 million — less than ¥10 million

= ¥10 million — less than ¥30 million

= ¥30 million — less than ¥50 million

¥50 million or more

(8) Leverage ratios chosen for executing FX transactions
(%, n = 1,000)

m Lessthan 1:1

m 1:1 - lessthan 1:5

® 1:5—less than 1:10

B 1:10 — less than 1:15

¥ 1:15 - less than 1:20

" 1:20-1:25

e The average trading amount for new contracts executed
in forex margin trading is less than 100,000 yen for the
largest proportion of respondents, i.e. 42.8%, and not
less than 100,000 yen and less than 500,000 yen for
23.1%. The total of respondents investing one million
yen or more for each new contract on average is 24.2%.

¢ As for the leverage ratios chosen by the respondents
when executing forex margin transactions, 31.4% of the
respondents choose not less than 1:1 and less than 1:5
and 23.8% choose not less than 1:5 and less than 1:10,
while 22.7% set a ratio between 1:20 and 1:25.

Copyright ©The Financial Futures Association of Japan, All Rights Reserved.




(9) Number of FX transactions executed during a year (%, n = 1,000)

Less than once a year

™ (once in several years)
m 1 —less than 10

m 10 - less than 20

m 20 — less than 50

m 50 — less than 100
m 100 - less than 500

= 500 or more

(20) Number of loss-cut transactions during a year (%, n = 1,000)

19_ 06
1.7 _\ |

g Less than once a year
(once in several years)

B 1 —lessthan 10

H 10 - less than 20

B 20 - less than 50

B 50 — less than 100

¥ 100 - less than 500

%500 or more

¢ We asked the respondents how often they execute forex
margin transactions during a year. Not less than one and
less than 10 transactions are selected by 18.5% of the
respondents, while 17.8% said not less than 100 and
less than 500 transactions. Most of the given categories
show nearly equal proportions around at the 10-percent
level. The total of respondents trading 20 or more
transactions per year exceeds 57.4%.

¢ We asked about the respondents’ frequency of executing
loss-cut transactions in forex margin trading during a
year. A majority (52.4%) said that the number of loss-cut
transactions per year is less than one (i.e. once in
several years).
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(11) Why FX transactions produced losses (multiple answers) (%, n = 1,000)

0.0 200 40.0 60.0 80.0 100.0

Could not act to stop the loss

Liguidated the position to stop the loss too
early

Conducted an ill-founded transaction

Chose a too high leverage ratio that is not
commensurate with your capacity

Placed in a situation where market
exchange rates could not be confirmed

Other

(12) Experience of suffering a loss exceeding the deposited
margin amount (the total value of deposited assets) and
reasons for the occurrence of such losses (%, n = 1,000)

2.2_\ ’_0.1

= No

m Yes / Lost awareness of trading risks

" Yes / Thought trading risks lightly

= Yes / Resulting in losses within
expectations

" Yes / For other reasons

e We asked why respondents suffered a loss in their forex
margin trading. The most common answer is that they
could not act to stop the loss, as chosen by 56.5% of the
respondents. Then, 37.7% said that the transaction was
ill-founded, and 28.5% consider that they liquidated the
position to stop the loss too early.

e We asked whether the respondents have the experience
of suffering a loss at an amount exceeding the margin
amount (the total amount of assets) being deposited with
their forex margin trading broker. Those who have never
suffered such a huge loss account for 75.4%. Those who
have suffered such a loss are mainly comprised of:
13.3% of all respondents, who lost awareness of trading
risks, and 9.0%, who thought too lightly of the trading
risks.
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(13) Do you have skills to generate a return from FX trading? (%, n = 1,000)

= Yes

" No

(14)What types of forex orders are used, aside from limit orders and
market orders (%, n = 1,000)

W Use very frequently H Use frequently M Use occasionally M Rarely use

0% 20% 40% 60% 80% 100%

OCO order

“If Done” order

“If Done OCQ” order

Other

|

e We asked whether respondents have investment skills to
eventually generate a return from forex margin trading
(even though they may sometimes suffer losses). 40%
said yes, and 60% said no.

e With the exception of limit orders and market orders,
which types of orders do the respondents usually use to
execute forex margin transactions? Looking into popular
order types by adding up those who use them very
frequently or frequently, the most-used order type is
stop-limit orders (45.0%) and the next is “One Cancels
the Other” (OCO) orders (34.8%). The proportion of
those who use “If Done” orders is 32.3%, remaining at
around the 30-percent level. “If Done OCO” orders are
used by 24.7%, and other order types are used by
12.5%.
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2. Information Gathering and Investment Policy in Foreign Exchange Margin Transactions

(1) Major sources of FX trading information
(multiple answers, up to three) (%, n = 1,000)

0.0 50.0 100.0

Advice obtained at service counters of financial institutions
Brochures available at financial institutions’ branches
Lecture meetings, seminars

Advice from experts or professional advisors

Mass media (TV, newspapers, etc.)

Websites

Conversations with family and friends

Coursework or lectures at schools

Printed books about financial instruments or investments
Other sources

No idea about where to get information

No effort to gather information

(2) Investment policy in FX trading (%, n = 1,000)

1 0.9 m Hold positions for long periods in general and settle
TN them to lock in profits from price movements

m Focus on short-term profits from price movements
and settle positions within short periods
\ ¥ Place emphasis on swap points

n Plac_e emphasis on hedging exchange risks in your
foreign currency assets

B Other

" No specific policy

e The most popular source of information about forex
margin trading is Web searching, as mentioned by
62.9% of the respondents, which is by far the highest
proportion. The second most popular one is printed
books about financial instruments or investments
(27.9%), followed by mass media such as TV,
newspapers, etc. (13.4%) and participation in lecture
meetings or seminars (13.1%).

e The most prevailing investment policy in forex margin
trading is focusing on short-term profits from price
movements and settling positions within short periods,
as chosen by 46.7%. The second prevailing one is
holding positions for long periods in general and settling
positions to lock in profits from price movements, as
chosen by 28.2%.
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(3) Preference for fundamental analysis or technical analysis in FX trading (%, n = 1,000)

3.8
m Fundamental 100% vs. technical 0%
m Fundamental 75% vs. technical 25%
® Fundamental 50% vs. technical 50%

B Fundamental 25% vs. technical 75%
® Fundamental 0% vs. technical 100%

¥ Consider neither as important

(4) Reasons for choice of FX brokers (multiple answers) (%, n = 1,000

0.0 20.0 40.0

Reputable business operator

Easy access to consultation services
Recommended by friends, acquaintances or family
Offering valuable information

Good reputation spreading by Internet word of mouth
Easiness in Web-based ordering

User-friendly websites

Handling foreign currencies unique to the broker
Inexpensive trading commissions and costs
Offering low spreads

Offering good trading and information tools

a robust trading system

Attractive gifts to new customers

Operating advantageous swap points for trading
Other

e We asked about the level of importance placed on
fundamental analysis and technical analysis. 34.6% of
respondents said that both are equally important (50%—
50%). Those who put more emphasis on technical
analysis (75% or higher) and those who prefer to
fundamental analysis (75% or higher) account for about
30% respectively. Therefore, the respondents are
classified into these three patterns in nearly equal
proportions.

e The most common reasons for choice of present brokers
for forex margin trading are whether they are a reputable
business operator or not (41.8%) and easiness in
Web-based ordering (41.1%), ranked in almost the same
proportion. Then, inexpensive trading commissions and
costs (27.7%) and good reputation spreading by Internet
word of mouth (23.6%) rank next, respectively at the
20-percent level.
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(5) Experience of automated trading processed by a computer program (%, n = 1,000)

¢ 24.0% of the respondents have the experience of
automated trading processed by a computer program.
Those who intend to continue automated trading or who
are willing to try it while having no experience yet account
for 50.0% in total. Looking into other answers, 40.5%
have neither experience nor intention of trying it, and
35.5% are willing to try it while having no experience yet.

mYes, willing to continue

rYes, but intend to quit

=Not yet, but willing to try

mNo experience, no intention of trying
it in the future
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3. Knowledge and Understanding on Foreign Exchange Margin Transactions and Finance in

General

(1) Knowledge acquired so far in connection with FX trading (multi

le answers) (%, n = 1,000)

0.0

20.0 40.0 60.0

80.0

100.0

. . . ]
Trading mechanisms, risk
management

Taxation

Fundamental analysis techniques
Technical analysis techniques
Mental training

Other

No idea

Unconcerned with specific knowledge

(2) What do you want to learn about FX trading?

(multiple answers) (%, n = 1,000)

0.0

20.0 40.0 60.0

80.0

100.0

Trading mechanisms, risk management
Taxation

Fundamental analysis techniques
Technical analysis techniques

Mental training

Other

No idea

Unconcerned with specific knowledge

e We asked what kinds of knowledge the respondents
have acquired in connection with forex margin trading.
The most common answer is the knowledge about
trading mechanisms, trading risks and risk management
(84.2%), and the next is the knowledge about taxation
related to forex margin trading (57.8%).

¢ As for acquisition of new knowledge about forex margin
trading, 53.9% of the respondents desire to learn about
technical analysis, and 47.8% desire to learn about
fundamental analysis. Each of these two categories
attracts about 50% of the respondents respectively.
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(3) Do you understand the following terms in the FX glossary? (multiple answers) (%, n = 1,000)

0.0 50.0

100.0

Bid/ask (offer)
Spread

Margin

Limit order
Stop-limit order
OCO, If Done
Loss-cut

Swap point
Leverage effect
Cash settlement
Slippage
Interbank market
Cover transaction

Marry transaction

Mechanism that allows investors to start either buying or
selling a foreign currency

Cannot understand any of the foregoing terns

(4) Self-evaluation of their own level of overall financial

knowledge in comparison with regular people (%, n = 1,000)

0.0 10.0 20.0 30.0 40.0

50.0

Better-informed

Relatively well-informed

Informed at an average level
Relatively less-informed

Poorly informed

No idea

e We asked about the level of understanding of technical
terms related to forex margin trading. The terms
understood by more than 80% of the respondents
include “margin,” “limit order, “loss cut” and “swap point.”
More than 70% understand “leverage effect,” “stop-limit
order” and “spread.” In this way, the respondents are
more familiar with the terms directly linked to execution
of transactions than other technical terms.

e How do the respondents evaluate their overall financial
knowledge in comparison with other regular people (the
general public)? Those who consider that they are
better-informed or relatively well-informed account for
40.7% in total, those who consider themselves informed
at an average level make up 38.7%, and those who
consider that they are relatively less-informed or poorly
informed account for 18.1%.
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(5) Level of understanding on annual interest rates (%, n = 1,000)
Q: If you deposit one million yen at 1% per annum, how much is your deposit balance (before tax) after

one year?
2.8

(6) Level of understanding on FX trading profits and losses

(%, n = 1,000)
Q: When 1 USD was 100 yen on the market, you bought USD based on a margin equal to one million
yen at a leverage ratio of 1:25. If the USD-JPY rate is subsequently changed with a rise in JPY by 1%,
how much is the profit or loss? (No factors other than exchange rates are considered here.)

B ¥1,010,000
B ¥1,010,365
I ¥1, 365,000

B Another amount

m No ldea

m Loss greater than ¥250,000

B Loss equal to ¥250,000

u Profit greater than ¥250,000

B Profit equal to ¥250,000

= Unable to calculate under the given
conditions only

" No Idea

e To check the respondents’ level of understanding on
annual interest rates, we asked the question about
simple interest calculation. As a result, 85.2% of the
respondents chose the correct answer “1,010,000 yen.”

e To check the respondents’ level of understanding on
profits and losses arising from transactions of selling or
buying foreign currencies on margin, we asked the
guestion about a calculation of a profit or loss from price
movements. As a result, 48.3% of the respondents,
nearly a half, chose the correct answer “loss equal to
250,000 yen.”
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4. Impressions about Foreign Exchange Margin Transactions and Wishes regarding Systems or
Services
(1) Do you view FX trading as an effective vehicle for increasing financial assets? (%, n = 1,000)

Q

m Effective

m Effective in general

« Not effective in general

= Not effective

(multiple answers) (%, n = 806)

(2) Why is FX trading effective for increasing financial assets?

0.0

40.0 60.0 80.0 100.0

Expectations for high returns

Seem profitable for many investors
As a tool for hedging foreign currency
assets

Easy access to opportunities to invest in
foreign currencies

For conversion from foreign currencies to
Japanese yen

As a costly alternative for investing in
foreign currencies

Fitting in with social needs

Other

¢ As to whether or not forex margin trading is an effective
vehicle for increasing financial assets, it is considered
effective by 37.3% of the respondents and effective in
general by 43.3%, constituting more than 80% in total.

Then, we asked these respondents why forex margin
trading is effective for increasing financial assets. The
most common answer is expectations for high returns,
as chosen by 58.6%, followed by easy access to
opportunities to invest in foreign currencies (42.4%) and
more inexpensive costs for investments than other
instruments in foreign currency such as foreign currency
time deposits (30.0%).
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(3) Reasons that FX trading is not viewed as an effective vehicle
to increase financial assets (multiple answers) (%, n = 194)

0.0 200 400 60.0 80.0 100.0

High-risk

Many investors suffering losses

No longer interested in investments in foreign
currency assets

Unconcerned with derivative trading in general

Difficult to understand the mechanism of
trading

Better to choose foreign currency deposits with
banks

Not considered to fit in with social needs

Other

(4) Preferable measures to improve the FX trading system or
services (multiple answers) (%, n = 1,000)
00 10.0 200 30.0 40.0 500

Regulators’ strict response to unfair transactions

Development of adequate rules intended for
beginners at FX trading

Improvement in dishonest brokers’ response to
customers

Enhanced checking and monitoring of brokers’
business operations and financial conditions

Support for financial literacy education

Toll-free customer service responding to inquiries
about FX characteristics or points to note
Provision of more enriched information and
enhanced services in online trading

Institutional improvement with a stronger focus on
customers

Other

No particular requests

e To the respondents who do not view forex margin trading
as an effective investment vehicle, we asked why they
think so. 82.0% of them said that it is a high-risk
investment instrument, and 39.7% point out that many
investors suffer losses as a result of forex margin
trading.

e How should the forex margin trading systems and
services be improved? 36.7% requested regulators’ strict
response to unfair transactions. Other common answers
include improvement in dishonest brokers’ response to
customers (31.6%), enhanced checking and monitoring
of brokers’ business operations and financial conditions
(29.9%), and provision of more enriched information and
enhanced services in online trading (29.4%).
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(5) Advertisements indicating spreads for FX trading (%, n = 1,000)

m Aware of such advertisements, and
motivated to invest

m Aware of such advertisements, but
not motivated to invest

a0

w Aware of such advertisements, but
cannot understand what they are

B Unaware

¢ Regarding advertisements indicating spreads in forex
margin trading, 39.0% of the respondents said that such
advertisements have come to their attention and
motivated them to invest. On the other hand, 36.1% say
that such advertisements have come to their attention
but have not motivated them into investments.
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