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Obijective and Highlights

To achieve long term capital growth from an
actively managed portfolio of securities primarily
of small and medium sized Japanese companies
listed or traded on Japanese stockmarkets

William Thomson,
Chairman

Detail of the Company'’s investment policy is on pages 15 and 16

@rformance (year to 31 December 2011)

Net Asset Value (“NAV”) Total Return - undiluted -6.2%
Ordinary Share Price Total Return -8.3%
R_ussell Nomura Mid/Small Cap Index* (in sterling terms) -9.3%
;quity Shareholders’ Funds £62.5m
Market Capitalisation £52.1m

Capital Structure:
Ordinary shares of 25p each 97,44 7,975
Subscription shares of 5p each 1 7,244,859

*The Company’s Benchmark Index

Standardised Performance (on a total return basis %)

01/01/2007  01/01/2008  01/01/2009  01/01/2010  01/01/2011

to to to to to

31/12/2007  31/12/2008  31/12/2009  31/12/2010  31/12/2011
NAV - undiluted -16.2 -19.6 +3.7 +23.2 -6.2
Ordinary share price -20.4 -28.6 +16.2 +18.0 -8.3

Sources: Fidelity and Datastream
Past performance is not a guide to future returns
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Financial Summary

%

2011 2010 change
Assets at 31 December
Total portfolio exposure' £77.02m £79.19m -2.7
Shareholders’ funds £62.54m £65.49m -4.5
Contracts For Difference (“CFDs") exposure £18.22m £16.63m +9.6
NAV per share - undiluted 64.17p 68.44p -6.2
NAV per share - diluted? 62.79p 66.21p -5.2
Results for the year to 31 December - see page 33
Revenue return/(loss) per ordinary share 0.02p (0.30p)
Capital (loss)/return per ordinary share (4.06p) 13.19p
Total (loss)/return per ordinary share (4.04p) 12.89p
Stock Market Data at 31 December
Russell Nomura Mid/Small Cap Index (in sterling terms) 1.8288 2.0158 -9.3
Yen/% exchange rate 119.572 126.982 +6.2
Ordinary share price year end 52.50p 57.25p -8.3
high 63.25p 57.25p
low 47.75p 47.25p
Discount - undiluted year end 18.2% 16.4%
high 18.7% 20.2%
low 3.4% 12.7%
Discount - diluted year end 16.4% 13.5%
Subscription share price year end 5.70p 11.75p -515
high 14.75p 13.50p
low 5.20p 5.25p
Returns for the year to 31 December
NAV (undiluted) - total return® -6.2% +23.2%
Ordinary share price - total return -8.3% +18.0%
Russell Nomura Mid/Small Cap Index (in sterling terms) -9.3% +18.6%
Total Expense Ratio* 1.98% 2.08%

1 The total exposure of the investment portfolio, including exposure to the investments underlying the long CFDs

2 The diluted net asset value is included in this report since the net asset value per ordinary share is greater than the exercise price of the
subscription shares. Hence, if the subscription shares had converted at the year end date, the net asset value per ordinary share in issue
would have been diluted

3 The change in the NAV - total return is different than the change in shareholders’ funds because of the dilutive effect of the exercise of
subscription shares during the year at an exercise price of less than the NAV per ordinary share

4 Operating expenses (excluding interest) before tax as a percentage of average shareholders’ funds

Sources: Fidelity and Datastream
Past performance is not a guide to future returns
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For the year ended 31 December 2011

The Year's Results: NAV (undiluted) 64.17p (-4.27p; -6.2%)
The ordinary share price: 52.50p (-4.75p; -8.3%)

The subscription share price: 5.70p (-6.05p; -51.5%)
Discount: 18.2% (16.4% in 2010)

PERFORMANCE REVIEW

Over the year to 31 December 2011, your Company’s net asset
value fell by 4.27p per share to 64.17p per share. The discount,
although high, remained relatively stable. The decline in value
was primarily due to market performance (-9.97p per share),
and gearing detracted a further 1.31p. Although your Manager’s
stock selection added 3.74p per share and the yen's
appreciation against the sterling pound accounted for an
additional 3.70p per share, these could not fully offset the
negative market performance.

The decline in net asset value of 6.2% during 2011 represented an
outperformance of 3.1% relative to the Benchmark Index, the
Russell Nomura Mid/Small Cap Index (when expressed in
sterling). Your Company’s outperformance relative to its
Benchmark was largely attributable to holdings in the domestic
consumer sector, which is relatively insulated from a global
economic downturn. The emphasis on internet related consumer
services was particularly rewarding. Rapid penetration of
smartphones and tablet PCs created new business opportunities
such as social networking and gaming services. Elsewhere, niche
producers of high end electronic materials and components used
for smartphones and fuel efficient vehicles fared well as they
continued strong quarterly earnings. Conversely, the Company’s
exposure to semiconductor component producers detracted from
relative performance due to weakening end demand for PCs and
yen appreciation.

Year ended

31 December 2011

Attribution Analysis (pence)
NAV at 31 December 2010 (undiluted) 68.44
Impact of the Index (in yen terms) -9.97
Impact of Index Income (in yen terms) 1.20
Impact of Stock Selection 3.74
Impact of Gearing -1.31
Impact of Exchange Rate 3.70
Impact of Charges -1.34
Impact of Share Issues -2.11
Cash/Residual 1.82
NAV at 31 December 2011 (undiluted) 64.17

Chairman’s Statement

MARKET REVIEW

In 2011, global financial markets were shaken by a series of
natural disasters and geopolitical shocks throughout the year. The
Japanese earthquake and the nuclear disaster in March, the Arab
Spring uprisings, increased concerns about the US and Eurozone
debt crises in August and the floods in Thailand in October
precipitated a global flight to safety. Liquidity in global equity
markets quickly dried up, while bond yields continued to decline.

The Japanese equity market plummeted in the immediate
aftermath of the earthquake in March. We saw a widening of the
return gap between sectors. This reflected the steep declines
suffered by power utilities and other companies directly impacted
by the disaster. Japanese equities staged a strong rebound
towards the beginning of July, as better than expected domestic
macroeconomic data underscored the resilience of Japanese
companies in overcoming supply chain disruptions and restoring
production. This early summer rally, however, was shortlived, as
investor sentiment gave way to fears of contagion from the Greek
debt crisis. After the summer, weak market sentiment was
compounded by the yen’s postwar high and disruptions to global
supply chains caused to many Japanese companies by the floods
in Thailand.

Against the backdrop of the Eurozone debt crisis, financials
suffered the steepest declines in 2011. On the other hand,
defensive segments, notably consumer staples such as foods and
agricultural products, held up well. Retailers successfully
implementing restructuring or overseas expansion strategies also
outperformed.

Overseas investors, who typically account for more than 60% of
market turnover, were net buyers of Japanese stocks in 2011.
However, the bulk of purchases were concentrated in the first half
of the year, particularly in the period immediately following the
March earthquake. As anxiety about the European debt crisis
intensified, overseas investors pared back risk assets and sold

Performance for the year to 31 December 2011

1104

100
-6.2%
-8.3%
904
80 T T T T T T T T T T T 1
31 3% 28 3 30 3 30 31 3 30 31 30 31
Dec Jan Feb Mar Apr May Jun  Jul Aug Sep Oct Nov Dec
2010 2011 2011 2011 2011 2011 2011 2011 2011 2011 2011 2011 2011
Undiluted NAV Share price Russell Nomura

(in sterling terms)
Prices rebased to 100

Sources: Fidelity and Datastream
Past performance is not a guide to future returns
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Chairman’s Statement

more than 2 trillion yen of Japanese equities in the second half of
2011, contributing to a fall in share prices. Domestic financial
institutions continued to unwind shareholdings, but this was offset
by significant corporate buybacks and modest buying by
individuals in search of yield. With around 70% of the Japanese
market (as measured by TOPIX) trading below book value and
cash reserves at an historical high, share buybacks conducted by
non-financial corporations reached a post-2008 high.

GEARING

The Company gears through the use of Contracts For Difference
(“CFDs"). Total portfolio exposure was £77.02m as at the

year end, equating to gearing of 123.2% (see page 51 for
further details). Using CFDs continues to provide more flexibility
for the Company’s needs at a much lower cost than traditional
bank debt.

THE BOARD

As well as focusing on the strategy of the Company, your Board
continues to monitor corporate governance issues, reviewing
and updating processes as appropriate.

Having been on the Board for more than nine years, Nicholas
Barber is subject to re-election at the forthcoming Annual General
Meeting. He has been a most diligent member of the Board and
has discharged his duties as Senior Independent Director
conscientiously. The Board recommends to shareholders that they
vote in favour of the proposal. Nicholas has announced his
intention to step down from the Board at the end of December
2012 as the final stage of the phased change in Board
composition.

Simon Fraser will seek re-election at the forthcoming Annual
General Meeting.

| am stepping down from the Board at the conclusion of the
business of this year's Annual General Meeting and am therefore
not seeking re-election. Having joine Board in 1997 and
become Chairman at the end of 200 ve to say it has been a
somewhat frustrating time. The level of the Index is much the
same as in 2003 due to a fundamental lack of confidence in the
Japanese market but in the most recent years it is satisfying that
our Manager has been outperforming the Benchmark. | would like
to thank my colleagues on the Board and in Fidelity for their
dedication and support.

David Robins, who joined the Board on 1 February 2011, will be
appointed as Chairman of the Board at the same time as | retire
from the Board. | have every confidence that he will do an
excellent job as he has experience of having lived in Japan as
well as a considerable exposure to the investment trust arena.

As detailed in the biographies on page 14 the Directors have a
wide range of appropriate skills and experience to make up a
balanced Board for your Company.

| have, together with representatives of the Manager (including

Shinji Higaki) and the Company’s broker, continued to hold
meetings with a number of shareholders during the year.

Fidelity Japanese Values PLC Annual Report 2011

SUBSCRIPTION SHARES

The rights attaching to a total of 1,763,455 subscription shares
were exercised in respect of the year ended 31 December 2011,
at which point the total number of subscription shares in issue was
17,244,859. Since the year end the rights attaching to a further
4,188 subscription shares have been exercised. The final date for
exercising the rights attached to the subscription shares is

28 February 2013. Further details on the subscription shares may
be found in the Directors’ Report on page 19.

SHARE REPURCHASES

Purchases of ordinary and subscription shares for cancellation are
made at the discretion of your Board and within guidelines set
from time to time by the Board in the light of prevailing market
conditions. Share repurchases will only be made when they will
result in an enhancement to the net asset value of ordinary shares
for the remaining shareholders. In past years share repurchases
have been used sparingly due to their impact on liquidity and
gearing. Your Board continues to believe that the ability to
repurchase shares is a valuable tool and therefore a resolution to
renew your Company’s authority to repurchase shares will be
proposed at the forthcoming Annual General Meeting.

ANNUAL GENERAL MEETING - 10 MAY 2012

The Annual General Meeting will be held at midday on 10 May
2012 at Fidelity's offices at 25 Cannon Street in the City of London
and all investors are encouraged to attend. It is the one occasion
in the year when shareholders can meet the Directors and the
Portfolio Manager. At the meeting the Portfolio Manager will
give a presentation on the past year and the prospects for the
current year.

OUTLOOK

Following a series of extreme events, Japanese equities were
clear laggards among major markets in 2011. The debt crises in
Europe and currency fluctuations are likely to remain key risks
factors in 2012. However, economic and earnings growth forecasts
for Japan compare favourably with those for most industrialised
countries and there is the potential for share prices to catch up
with their global peers.

Sentiment among Japanese companies remains low in light of a
persistently strong yen, but post-quake reconstruction demand
from both the public and private sectors is expected to cushion
against external headwinds in the first half of 2012. Furthermore,
we are seeing some signs of improvement in US economic
indicators, and China has started to shift away from its policy of
monetary tightening. As demand conditions - both domestic

and overseas - improve and Japanese companies regain ground
lost in 2011, corporate earnings should see a firm recovery
through 2012.

Japanese equities continue to look cheap against a wide range
of measures. The market is good value relative to its own long
term history on asset and earnings based metrics such as price to
book and cyclically adjusted price to earnings ratios. Interestingly,
a number of Japanese sectors are the cheapest globally. The
Japanese market has finally worked off its valuation premium and
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now compares very favourably with its own long term history and
its global peers on virtually all main measures.

In the current environment, we need to differentiate undervalued
stocks from value traps. The key is to continue to be selective and
to seek out those quality companies that are well managed but
abeu} which the market, for whatever reason, has become
unjustifiably negative.

e 7

William Thomson
Chairman
16 March 2012
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Manager’s Review

FIL INVESTMENTS INTERNATIONAL

The Company is managed by FIL Investments International
(which is authorised and regulated by the Financial Services
Authority). FIL Investments International is part of the FIL Limited
group which, as at 31 December 2011, had total assets under
management exceeding £135.3 billion.

The net asset value of the Company fell by 6.2% compared
with a 9.3% decline in the Russell Nomura Mid/Small Cap Index
(all figures in sterling terms).

2011 was a turbulent year for the Japanese equity market filled
with unprecedented events including the Great East Japan
earthquake, the subsequent nuclear power plant disaster in
Fukushima, the sovereign debt crisis in Europe, the yen's rise to a
pestwan high, and the supply chain disruptions caused by the
Thai floods.

The post-earthquake impact on the market eased off by early
August, as industrial production recovered to 95% of its immediate
pre-quake level and the Japanese corporate earnings revision
index reached its post-quake peak. However, the European debt
crisis started to fuel risk aversion among international investors.

In the absence of any significant domestic incentives, external
factors dictated the path of Japanese stocks after the summer,
and in the fourth quarter of 2011 share prices hit a low for the
year amid mounting concerns about the European debt crisis and
persistent yen strength. Despite strong rallies in overseas markets,
the investment environment remained uncertain.

In 2011, financials suffered the steepest declines due to external
macroeconomic factors and selling by foreign investors. Sagging
equity prices, falling interest rates, and moves towards tighter
capital controls all weighed on the sector. Increased aversion to
credit risk and a pick up in office vacancy rates hurt real estate
related names. Securities and insurance stocks also fared poorly.
Meanwhile, power utilities continued to struggle with the after
effects of the Fukushima nuclear disaster. Materials companies
faced lower capacity utilisation rates and declining spreads.
Conversely, domestic consumer stocks in the food and retail
sectors outperformed the broad market. Resource related stocks
in the energy and industrials segments also performed well.
Refiners benefited from reductions in supply capacity, whilst
upstream names mirrored gains in crude oil prices.

Fidelity Japanese Values PLC Annual Report 2011

SHINJI HIGAKI

Shinji Higaki has been managing the Company’s portfolio since
September 2007. He also manages retail Japanese smaller
companies funds and Japanese domestic institutional
mandates. He joined Fidelity in 1999 as an equity research
analyst, prior to which he was employed as an auditor of

Chuo Audit Corporation in Tokyo. He has an MBA from

the London Business School and a Bachelor of Arts from

Keio University.

During the year, small cap stocks fared better than large cap
stocks. Internet based consumer services and mobile
communication services led the small cap outperformance. While
investors shied away from blue chip exporters and mega cap
banks, they sought a haven among Japanese domestic consumer
related small cap stocks that are relatively insulated from a global
economic downturn.

PORTFOLIO REVIEW

Many of the Company’s top holdings, where the Portfolio
Manager maintained strong convictions, performed well and
contributed to outperformance. A stock selection strategy with an
emphasis on fast growing internet based consumer services
continued to pay off. Last year’s leading contributor M3 was the
best performer in the portfolio for the second consecutive year.
M3’s online pharmaceutical information services to medical
doctors are expanding in the US. Its launch in the UK market has
also gained momentum through an acquisition of a UK based
healthcare research firm, Doctors.net.uk. The second largest
contributor was Bit-Isle, which operates internet data centres. Its
strong earnings growth and an increase in dividends boosted
investors’ confidence in the firm. Other internet based consumer
service providers including GMO Payment Gateway (online
account settlement services), Kakaku.com (price comparison and
restaurant search engine) and CyberAgent (advertising and blog
services) also added significant value.

Elsewhere, a holding in Maruwa, producer of electronic ceramic
components, aided performance and continued to demonstrate
robust quarterly earnings growth. The firm’s growth driver is EMC
(electro magnetic compatibility) products used for NFC (near field
communication) compatible smartphones. NFC based payment
services are gaining traction in the US, and so are the sales of
NFC compatible mobile devices. Maruwa is expected to benefit
from a global diffusion of NFC based payment services and
higher penetration of smartphones.
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On the other hand, one of the prior year’s best performers,
Takata, fell on concerns about global automobile production.
Takata produces airbags and seat belts. Despite an earnings
slowdown due to disruptions in the global automobile supply
chain, the Portfolio Manager believes Takata should return to its
growth path in 2012. Stocks selected in the electrical machinery
sector also struggled. Semiconductor and electronic component
producers sustained sharp declines due to weakening end
demand for PCs and disappointing sales of Nintendo’s 3DS. The
Portfolio Manager sold out of positions in Elpida Memory,
Megachips and Mitsumi Electric.

Stocks selection strategy has not changed over the year with
particular emphasis on fast growing internet based services, new
technology catering for fuel efficient vehicles and factory
automation.

An overweight exposure to mid/small cap internet based service
providers was maintained. Key holdings in this area were M3 and
GMO Payment Gateway. Despite strong share price appreciation
over the last two years, M3's valuations are not demanding, as it
continues to grow earnings faster than expected with a solid
increase in its average annual revenue per user. GMO Payment
Gateway provides online payment and settlement services. Its
strong earnings growth is driven by an expansion of the
ecommerce and SNS (social networking services) market in
Japan.

Among automobile related names, as well as Takata, other key
holdings are JSP and Sekisui Chemical. JSP manufactures
polystyrene materials for auto parts and Sekisui Chemical
produces interlayer films for laminated glass for automobiles.
These companies’ niche products are in high demand as
automobile makers try to improve fuel efficiency by lowering the
weight of cars.

Within the technology sector, the Portfolio Manager sold out of
semiconductor related electronic component makers, as there
remain downside risks to global demand for PCs and game
consoles. However, overweight positions in factory automation
equipment makers including Sanyo Denki and Fanuc were
maintained, as they stand to benefit from Chinese companies’
strong capital spending.

Outside the key stock selection themes, apparel retailers Fast
Retailing and Honeys ranked in the top 20 overweight positions.
Although the retail sector is underweight relative to the
benchmark, the Portfolio Manager sees growth potential in these
companies that are expanding their franchise in overseas
markets. FAST Retailing owns an apparel brand “UNIQLO” which
is gaining popularity in other developed markets such as the US
and Europe, while Honeys is growing rapidly in China.

OUTLOOK

In the near term, the Japanese market is likely to remain
vulnerable to concerns about the sovereign debit crisis in the
Eurozone and the pace of recovery in the US and China. However,
the current market offers excellent opportunities to invest in

Manager’'s Review

companies whose long term growth potential is not reflected in
their share prices.

Despite macro economic headwinds, at the microeconomic level
Japanese companies have seen a significant improvement in
earnings and profitability. They have strengthened their earnings
base, improved cost efficiencies and appear to have become
more accustomed to coping with persistent yen appreciation.
They have also increased their overseas presence, particularly in
Asia, adapting to sluggish domestic demand and structural shifts
in the global economy.

Meanwhile, cash reserves at listed Japanese companies have
risen to record highs and free cash flow generation has improved
significantly. This has served to allow companies to enhance
shareholder returns through buybacks and rising dividends.
Moreover companies have been seeking to capitalise on the
strength of their balance sheets and the yen to acquire businesses
overseas. This strategy has been supported further by the recent
expansion of the government's foreign investment loan
programme, which is aimed at curbing yen strength by getting
Japanese companies to increase their foreign currency assets. In
2011 (through to the end of November), Japanese companies
made 5.75 trillion yen of overseas acquisitions, a 53% increase on
the same period a year ago.

In 2011, the Portfolio Manager conducted more than 900
company meetings. The first hand information gained from these
meetings convinced him that the fiscal year ending March 2012
will be the bottom of the earnings cycle and that we are likely to
see a healthy earnings recovery through to 2013.

The Portfolio Manager believes that the three key areas of long
term growth - internet services, factory automation and new
technology for automobiles - will continue to provide attractive
investment opportunities and so should represent a large part of
the portfolio. At the same time the Portfolio Manager will continue
to visit as many companies as possible to uncover new investment
ideas that are overlooked and underappreciated by the market.

FIL Investments International
16 March 2012
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Ten Largest Investments

Total

Ten Largest Investments (including derivatives) as at 31 December 2011 Exposure Fair value' exposure
(The Full Portfolio Listing is set out on pages 49 to 51) £'000 £'000 %2

Sekisui Chemical (CFD)
Engaged in housing construction and materials, high performance plastic segments and flat

panel displays 3,080 512 3.8
M3 (CFD)

Medical related internet service provider 2,827 1,091 3.5
CyberAgent

Internet media company 2,722 2,722 3.4
Bit-Isle

Information technology company 2,534 2,534 3.1
Takata (CFD)

Developer and manufacturer of safety products for automobiles 2,296 (715) 2.8
Maruwa

Manufacturer of ceramic electronic components 2,072 2,072 2.6

GMO Payment Gateway

Engaged in the provision of payment processing services 1,995 1,995 25

Sumitomo Rubber (CFD)

Producer of a wide range of rubber based products 1,721 50 2.1

Fast Retailing (CFD)

Holding company primarily engaged in the clothing business 1,706 (1 2.1

ISP

Manufacturer of a wide range of foamed plastic products 1,575 1,575 2.0

Ten Largest Investments (2010: 23.4%) 22,528 11,835 27.9

Other Investments (2010: 75.4%) 54,495 46,963 675

Total Portfolio (including derivatives) 77,023 58,798 95.4

Cash and other net current assets (2010: 1.2%) 3,737 3,737 4.6
80,760 62,535 100.0

1 Fair value represents the carrying value in the Balance Sheet on page 35
2 % of the total exposure of the investment portfolio, including exposure to the investments underlying the long CFDs, plus cash and other net current assets (see the Full
Portfolio Listing on pages 49 to 51 for further details)
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Distribution of the Portfolio ... s vecomber 201

2011 2010

Investments (including derivatives) %' %'

Chericals B 163 ——
Services 128 104 e —————
Information & Communications 9.5 6.1 __

Machinery 7.8 9.5 =

Electrical Machinery 7.2 14.0 _—
Transport Equipment 6.2 10.1 __

Retail Trade 60 40

Glass & Ceramics 53 2.7 __

Wholesale Trade 29 18 o

Banks 2.6 4.0 __

Non-ferrous Metals 2.6 2.1 =

Precision Instruments 2.4 1.6 ;

Real Estate 21 26

Rubber Products 2.1 1.2 -_

Steel Products 172 e

Insurance 1.7 1.1 -_

Metal Products 13 14

Construction 11 15 =

Textiles & Apparel 1.1 1.0 =

Land Transportation 1.0 1.0 =

Pharmaceuticals 0.9 - -

Other Financing Business 0.8 0.7 =

Other Products 0.7 15 e

Pulp & Paper 0.1 - I

Foods - 1.3 -

Securities - 0.8 .

Cash and other net current assets 4.6 1.2 -_

Total 100.0 100.0 W 2011 H 2010

1 % of the total exposure of the investment portfolio, including exposure to the investments underlying the long CFDs, plus cash and other net current assets
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Summary of Performance

Historical Record

as at 31 December

Total portfolio exposure (§m)’ 77 79 68 75 79 92 137 86 76 59 71

Shareholders’ funds (£m) 63 65 53 51 65 78 121 70 59 42 54
NAV per share (p) - undiluted 64.17 68.44 5556 5358 66.67 7959 12356 7126 60.42 4282 53.12

NAV per share (p) - diluted 62.79 66.21 5547 n/a n/a n/a n/a n/a n/a n/a n/a

Ordinary share price (p) 5250 57.25 4850 41.75 5850 7350 130.25 61.75 51.00 35.00 41.25

Warrant price (p) n/a n/a n/a n/a n/a n/a n/a n/a 0.35 1.50 7.50

Subscription share price (p) 570 11.75 8.28 n/a n/a n/a n/a n/a n/a n/a n/a

(Discount)/premium to

NAV % - undiluted (18.2) (16.4) (12.7) (221) (12.3) (7.7) 54 (13.3) (15.6) (18.3) (22.3)
(Discount)/premium to

NAV % - diluted (16.4) (13.5) (12.6) n/a n/a n/a n/a n/a n/a n/a n/a

Revenue return/(loss) per

ordinary share (p) 0.02 (0.30) (0.73) (0.12) (0.49) (0.68) (1.02) (0.89) (0.65) (0.69) (1.22)
Dividend per ordinary share (p) nil nil nil nil nil nil nil nil nil nil nil

Cost of running the Company

(total expense ratio) (%) 1.98 2.08 217 1.98 1.65 1.46 1.83 1.83 1.93 1.63 1.93
Gearing %’ 123.2 1209 1038 1285 1207 1169 1115 1220 122.6 1326 1282
NAV per share performance (%)

- undiluted -6.2 +232 37 -19.6 -162 -35.6 +734 +17.9 +411 -194 -239
NAV per share performance (%)

- diluted -52 +194 n/a n/a n/a n/a n/a n/a n/a n/a n/a
Ordinary share price performance (%) -83 +180 +16.2 -28.6 -204 -436 +110.9 +21.1 +457 -152 -353

1 The total exposure of the investment portfolio, including exposure to the investments underlying the long CFDs. The amounts prior to 2009 represent total assets less
creditors, excluding bank loans

2 Total portfolio exposure as a percentage of total net assets. The amounts prior to 2009 represent total assets less cash and creditors, excluding bank loans, as a
percentage of total net assets

Sources: Fidelity and Datastream
Past performance is not a guide to future returns
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Summary of Performance

Total return performance from launch to 31 December 2011
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Past performance is not a guide to future returns
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Summary of Performance

Total return performance relative to the index from launch to 31 December 2011
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Past performance is not a guide to future returns
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The Company was launched on 17 November 1994 with one
warrant attached to every five shares (the final subscription date
for the warrants was 30 April 2004). The original subscription price
for each share was £1. The Company issued one subscription
share for every five ordinary shares held on 11 November 2009.
The Company is a member of The Association of Investment
Companies (“AlC") from whom general information on investment
trusts can be obtained by telephoning 020 7282 5555 (email
address: enquiries@theaic.co.uk).

PRICE INFORMATION

The market price of the ordinary shares is published daily in the
Financial Times under the heading “Investment Companies”. The
ordinary share price is also published in The Times, The Daily
Telegraph and The Independent.

You can also obtain current price information by telephoning
Fidelity on 0800 41 41 10 (freephone) or by telephoning FT
Cityline on 0905 817 1690, (voice activated service - all calls
charged at 60p per minute on a per second basis from a BT
landline. Charges for other telephone networks may vary). The
Reuters code for Fidelity Japanese Values is FIV.L for the ordinary
shares and FIV.S for the subscription shares.

NAV INFORMATION
The net asset value of the Company is calculated on a daily basis
and released to the London Stock Exchange.

CAPITAL GAINS TAX

Your Directors have been advised that, for the purposes of
calculating an investor’s possible liability to capital gains tax, the
base cost of ordinary shares and warrants, acquired at the time
of the Company’s launch, is 90.21p. All UK individuals under
present legislation are permitted to have £10,600 of capital gains
in the current tax year 2011/2012 (2010/2011: £10,100) before
being liable for capital gains tax. Capital gains tax is charged at
18% and 28% dependant on the total amount of taxable income.

One Bunhill Row
London
EC1Y 8YY

Speechly Bircham LLP
6 New Street Square
London

EC4A 3LX

The receipt by ordinary shareholders of the subscription shares
arising from the Bonus Issue is treated as a reorganisation of the
share capital of the Company. Accordingly, the subscription
shares are treated as the same asset as a shareholder’s holdings
of ordinary shares and as having been acquired at the same time
as the shareholder’s holding of ordinary shares was acquired. As
a result of the Bonus Issue the shareholder’s original base cost in
his or her ordinary shares will be apportioned between these
ordinary shares and the subscription shares by reference to their
respective market values on the day on which the subscription
shares were admitted to trading on the London Stock Exchange’s
market for listed securities, ie 12 November 2009.

The middle market prices of the ordinary shares and subscription
shares at close of business on 12 November 2009 were 46.00
pence and 11.25 pence per share respectively.

The base cost of ordinary shares equals actual base cost to the
shareholder of the ordinary shares multiplied by market value of
the ordinary shares on 12 November 2009 divided by market
value of the ordinary shares on 12 November 2009 plus market
value of the subscription shares on the same date.

The base cost of the subscription shares is deemed to be the
actual base cost of the ordinary shares less the deemed base
cost of the ordinary shares calculated as described above. On
the exercise of the right to convert any subscription shares into
ordinary shares, the ordinary shares issued pursuant to the
subscription share rights will be treated as the same asset as the
subscription shares in respect of which the subscription share
rights are exercised.

The base cost of each such ordinary share will be the deemed
base cost of the subscription share that it replaces, calculated as
described above, plus the applicable subscription price of 55
pence per share.
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Board of Directors

William Thomson'

(Chairman) (Date of appointment:

1 May 1997, date of appointment as
Chairman: 31 December 2004) is Chairman of
E G Thomson (Holdings) Limited. This business
is primarily involved in the provision of
shipping agency services in Asia. He will
retire from the Board after the Annual
General Meeting.

Sir Laurence Magnus'

(Chairman of the Audit Committee) (Date of
appointment: 1 October 2010; appointed as
Chairman of the Audit Committee: 12 May
2011) is a Senior Advisor to Evercore Partners,
the US owned corporate finance advisory
business, Deputy Chairman of The National
Trust and a director or trustee of a number of
private companies and charities. Previously, Sir
Laurie worked for Samuel Montagu & Co
Limited (HSBC Investment Bank) in a corporate finance advisory
capacity, including a number of years spent in Singapore with
responsibilities in South East Asia. He was subsequently, in succession,
a director of Phoenix Securities, a Managing Director of Donaldson,
Lufkin and Jenrette and a Managing Director of Credit Suisse First
Boston before joining Lexicon Partners in 2001, initially as Deputy
Chairman and subsequently as Chairman prior to its merger with
Evercore. He is Chairman of J.P. Morgan Income & Capital Trust PLC
and a director of The Cayenne Trust PLC and Pantheon International
Participations plc.

Philip Kay'

(Date of appointment: 29 October 2004) is a
former Managing Director and Senior Advisor
of Credit Suisse First Boston where he ran the
global Japanese cash equity business. He is a
director of a Japanese hedge fund, Akamatsu
Fund, and was previously a director of
Schroder Securities Limited and of Smith New
Court PLC.

David Robins’

(Date of appointment 1 February 2011) is
Chairman of Oriel Securities Limited, the
privately owned corporate and institutional
stockbroking and advisory firm and of
Henderson TR Pacific Investment Trust plc.

In addition he is Chairman of the Governors of
Eltham College and Chairman of the Hackney
Empire Limited. Previously, David was
Chairman and Chief Executive of ING Barings
following a number of years with UBS, most recently as Executive Vice
President Europe and Chief Operating Officer Region Europe having
spent several years in Zurich, New York and Tokyo. Prior to this he was,
in succession, a Japanese Economist at the Bank of England, an
Executive in the Japanese department of James Capel and then Far
Eastern Economist and subsequently Chief International Economist at
Philips and Drew. David began his career with the Commonwealth Bank
in Sydney.
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Nicholas Barber, CBE'

(Senior Independent Director) (Date of
appointment: 4 December 2000; appointed as
Senior Independent Director: 10 March 2005)
is Chairman of Bolero International Limited.
His executive career was with Ocean Group
plc (later Exel PLC), with whom he spent a
year in Japan; he was Group Chief Executive
from 1986 to 1994.

Simon Fraser®

(Date of appointment: 11 May 2000) spent

27 years at Fidelity but retired from his
executive responsibilities at the end of 2008.
He started his career at Fidelity in 1981 as an
analyst and spent a number of years in
Japan, most recently as Chief Investment
Officer for the Asia/Pacific region. He returned
to the UK in 1999 to take up the position of
Chief Investment Officer for Fidelity
International, a position he held until 2005. He was the Portfolio
Manager for Fidelity Japanese Values PLC from its launch in 1994 until
August 1997. He is Chairman of Foreign and Colonial Investment Trust
plc and Merchants Trust plc. He is also a director of Barclays PLC,
Barclays Bank PLC, Ashmore Group plc and Fidelity European

Values PLC.

David Miller, OBE'

(Date of appointment: 29 October 2004) is a
director of FBG Investment Limited and a
number of other unquoted companies. He was
with Robert Fleming Group from 1972 to 1991,
was resident in Japan for nearly eight years
and was head of the Fleming group’s

Tokyo office.

1 Member of the Audit, Management Engagement and Nomination Committees
2 Member of the Audit and Nomination Committees



The Directors have pleasure in presenting their report together
with the audited financial statements of the Company for the year
ended 31 December 2011. The Company was incorporated in
England and Wales as a public limited company on 7 January
1994 under the name of Savemargin Public Limited Company with
the registered number 2885584.

STATUS

The Company carries on business as an investment trust and was
granted approval as such by HM Revenue & Customs under
Section 1159 of the Corporation Tax Act 2010 for the year ended
31 December 2010. This approval may be subject to review
should there be any subsequent enquiry under Corporation Tax
Self Assessment. The Directors are of the opinion that, since that
date, the Company has conducted its affairs in a manner which
will satisfy the conditions for continued approval as an investment
trust under that Section.

The Company is registered as an investment company as defined
in Section 833 of the Companies Act 2006 and operates as such.
It is not a close company and has no employees.

BUSINESS REVIEW

INTRODUCTION

The Company is required to present a “Business Review”, which
provides a fair review of the Company and a description of the
principal risks and uncertainties faced and includes an analysis of
the performance of the Company, both during the financial year
and the position at the year end, taking into account its objective,
strategy and risks and how these are measured using Key
Performance Indicators (“KPls").

OBIJECTIVE & STRATEGY

The primary objective of your Company is to enhance shareholder
value, achieved through long term capital growth. The Company
aims to achieve this with an actively managed portfolio of
investments, consisting primarily of small and medium sized
Japanese companies listed or traded on Japanese stockmarkets.
As part of the strategy the Board has delegated the management
of the investment portfolio and certain other services to FIL
Investments International. The Manager will aim to achieve a
capital return on the Company’s total assets over the longer term
in excess of the equivalent return on the Russell Nomura
Mid/Small Cap Index, as expressed in sterling.

ACTIVITY

The Company’s activity is to pursue the objective through
operating as an investment trust company. A review of the year's
activities and an indication of likely future developments and the
factors likely to affect this are given in the Chairman’s Statement
on pages 3 to 5 and in the Manager’s Review on pages 6 and 7.
The Board supports these views.

INVESTMENT POLICY

The markets in which the Company may invest will comprise
primarily the Tokyo Stock Exchange, the Jasdaq and the regional
stockmarkets of Fukuoka, Nagoya, Osaka and Sapporo. In order
to diversify the Company’s portfolio, the Board has set guidelines

Directors’ Report

for the Manager to restrict investment to a maximum of 7.5% in the
aggregate of all securities of any one company or other
investment entity (10% for any group of companies) at the time of
purchase, which is further limited to 12% of the Company’s equity
portfolio based on the latest market value.

The Company is permitted to invest up to 30% of its assets (at the
time of acquisition) in equity-related and debt instruments. The
Company may also invest in derivatives for efficient portfolio
management to protect the portfolio against market risk.
However, any such investment would normally be at a low level
and the Company invests primarily in shares.

The Company may invest up to 5% of its assets (at the time of
acquisition) in securities which are not listed on any stock
exchange or traded on the Jasdaq market, but the Company
would not normally make any such investment except where the
Manager expects that the securities would shortly become
registered for trading on the OTC market or become listed on a
Japanese stockmarket.

A maximum of 15% of the Company’s total assets may be invested
in the securities of other investment trust companies. As at

31 December 2011 there were no such holdings in the Company’s
portfolio (2010: nil).

The Company’s investment policy was amended on 10 November
2009 to permit gearing through Contracts For Difference (“CFDs")
following the repayment of the Company’s bank loans.

The Company'’s policy is to be geared in the belief that long term
investment returns will exceed the costs of gearing. This gearing is
obtained through the use of borrowing and/or through the use of
CFDs to obtain exposure to Japanese equities selected by the
Manager. The effect of gearing is to magnify the consequence of
market movements on the portfolio and if the portfolio value rises
the NAV will be positively impacted, but if it falls the NAV will be
adversely impacted. The Board is responsible for the level of
gearing in the Company and reviews the position on a regular
basis. The aggregate exposure of the Company to Japanese
equities, whether held directly or through CFDs, will not exceed
130% of shareholders’ funds at the time at which any CFD is
entered into or a security acquired. The Board also intends that
the exposure will not exceed 140% at any other time unless
exceptional circumstances exist.

It should be stressed that the majority of the Company’s exposure
to Japanese equities will be through direct investment, not CFDs.
In addition, the limits on exposure to individual companies and
groups set out above will be calculated as if the Company had
acquired the securities to which any CFD is providing exposure
(ie, on a total exposure basis).

The investment in Japanese equities achieved through borrowings
and/or CFDs will be subject to the acquisition limits set out above
and such amounts will not exceed 30% of shareholders’ funds at
the time of the exposure. Generally, the maximum that the
Company will hold in cash will be 25% of the total value of the
Company'’s assets, but this limit will not include any cash or cash
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equivalent paid as collateral for unrealised losses on CFDs. In
practice the cash position will normally be much lower.

The spread of risk within the Company’s portfolio is achieved by
having exposure to a wide range of stocks which are chosen on
their individual merits.

Details of the Company’s ten largest investments can be found on
page 8, and the full portfolio listing can be found on pages 49
to 51.

FIDELITY'S INVESTMENT MANAGEMENT PHILOSOPHY, STYLE
AND PROCESS

Fidelity’s distinctive investment approach is “bottom up” stock
picking - investing in companies on the basis of their underlying

KEY PERFORMANCE INDICATORS (“KPlIs")

strengths, facilitated by extensive research capabilities. Fidelity
Worldwide Investment has more than 175 analysts and research
associates, including 27 based in Tokyo with a hands-on
approach to knowledge accumulation. Fidelity’s analysts evaluate
companies, meet their management and workforce and interpret
the effects of international and local events. They contact
hundreds of companies every week. This first hand research is
fundamental to Fidelity's ability to seek the success stories of the
future. Portfolio managers work closely with the Fidelity analyst
team and also have access to a wide range of research
produced by third parties. (Data as at 31 December 2011).

Given the Company’s objective and strategy, the Board has identified the KPIs against which performance can be measured as net
asset value and ordinary share price. Further details on this are provided below:

Year ended 3 Years ended 5 Years ended

31 December 2011

31 December 2011 31 December 2011

Net Asset Value Return (undiluted) -6.2% +19.8% -19.4%
Ordinary Share Price Return -8.3% +25.7% -28.6%
Russell Nomura Mid/Small Cap Index Return (in sterling terms) -9.3% +0.8% -3.7%

The Directors also monitor the various factors contributing to investment results, as set out in the attribution analysis below (all data in

pence per share):

ATTRIBUTION ANALYSIS

Year ended

31 December 2011
(pence)

NAV (undiluted) at 31 December 2010 68.44
Impact of the Index (in yen terms) -9.97
Impact of Index Income (in yen terms) 1.20
Impact of Stock Selection 3.74
Impact of Gearing -1.31
Impact of the Exchange Rate 3.70
Impact of Charges -1.34
Impact of Share Issues -2.11
Cash/Residual 1.82
NAV (undiluted) at 31 December 2011 64.17

As well as the statistics set out above, the Directors also 