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Market Outlook

The Japanese stock market is likely to remain solid in December. While trade negotiations 

between the US and China stagnated due to anti-government protests in Hong Kong, the 

Eurozone and China’s PMIs suggested a possible end of the economic downturns experienced 

across the respective regions. In Japan, the administration is discussing the large-scale 

supplementary budget. If it is approved, an increasing number of analysts will upgrade corporate 

guidance based on higher expectations for an economic recovery, which in turn should boost 

equity valuations.

Japan’s October retail sales and industrial production index both declined sharply following a 

last-minute jump in demand ahead of the consumption tax increase in addition to the devastating 

typhoons, but it seems like these negative factors had already been priced in the market. The 

administration is proceeding to a discussion to compile additional economic measures by early 

December. Hopefully, a supplementary budget worth JPY10 trillion will be formulated. With 

disaster control measures included, the budget amount is likely to exceed our initial forecast.

As the Bank of Japan (BoJ) maintained loose monetary policies and the administration shifted its 

fiscal policy in an expansionary direction, we believe that the lagging Japanese stocks will catch 

up with US and European stocks shortly (on a local currency basis).

The Amendment Bill of the Foreign Exchange & Foreign Trade Act (FEFTA) was passed on 22 

November, but this event did not hold back buybacks by foreign investors and Japanese stocks 

kept rising.

Investment Strategy

Overweight sectors (Largest shown first): Underweight sectors (Largest first):

Information Technology Industrials 

Materials Health Care 

Financials Real Estate

We overweight construction & materials as well as electronic component makers and 
semiconductor manufacturing equipment (SME) makers on expectations for an increase in 5G-
related investments and mobile terminal production. On the other hand, we underweight foods 
and services.
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