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We expect a top-heavy market in October. Japanese stocks advanced thanks to external 

factors such as the resumption of US-China trade negotiations, adjustment in long-term 

interest rates in the US and stable currency markets in September. However, we cannot 

find any catalysts from now through to the new earnings season which kicks off in late 

October. The only positive news should be the normalisation of yield curves as with 

western economies where long-term interest rates turned up in the wake of policy rate cuts. 

If the yield curve remains normal, large-cap financials are likely to undergo price 

corrections and prop up the overall stock market.

The consumption tax rate was raised from 8% to 10% on 1 October. The administration 

announced a series of economic packages, but the economic downturn seems to be 

inevitable. Economic data released this month should be strong following a last-minute 

jump in demand before the tax hike, so we are not expecting additional stimulus measures. 

We believe repercussions of the buying rush will affect the formation of the market until the 

next earnings season. Therefore, we predict a bearish market in October.

Investment Strategy

Risk Warning: Some statements contained in this material concerning goals, strategies, 

outlook or other non-historical matters may be forward-looking statements and are based 

on current indicators and expectations. These forward-looking statements speak only as of 

the date on which they are made, and the Company undertakes no obligation to update or 

revise any forward-looking statements. These forward-looking statements are subject to 

risks and uncertainties that may cause actual results to differ materially from those 

contained in the statements. The Company and/or its affiliates may or may not have a 

position in any financial instrument mentioned and may or may not be actively trading in 

any such securities.

The organisations and/or financial instruments mentioned are for reference purposes only. 

The content of this material should not be construed as a recommendation for their 

purchase or sale. Any charts and graphs provided are for illustrative purposes only.

We will reduce weights of retail trade and pharmaceuticals on the back of stock price rises, 

while increasing weights of communications, particularly telecom names. We maintain 

overweight positions in construction on the assumption that public investments including 

natural disaster restoration work will expand in the weak economy after the tax hike. In 

financials (ex. banks), we have increased the weight of life insurance names following an 

upturn in long-term interest rates, while reducing our weighting in securities, non-life 

insurance and leasing names where stock prices climbed.

Notes: 

Sectors shown above are TOPIX 17 industries (ex. Performance Attribution Analysis).

Overweight Sectors Underweight Sectors

Information Technology Industrials

Communication Services Real Estate

Materials Consumer Discretionary
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