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 Japan’s new Prime Minister Suga is expected to continue the current pro-growth policies. Political stability 
is good for the stock market 
 

 Compared to other developed economies, Japan has experienced minor damage from the corona turmoil. 
Corporate earnings are expected to recover next year (+40% in FY21 following -27% in FY20) 
 

 Global long-term investors, such as Warren Buffett started to pay attention to under-valued Japanese 
stocks 
 

 Japan will benefit from the globally expanding health conscious lifestyle 
 

Pro-growth policy continues 

Yoshihide Suga become Japan's 99th Prime Minister, as expected. PM Suga, as a successor of Abe, will follow the 
existing pro-growth policy. Political stability is very important in the current corona crisis and it is positive for the 
Japanese stock market. The Bank of Japan’s support to provide ample liquidity is also expected to continue.  

We believe that the US financial market trends and election outcome in November would have a more significant 
impact on the investment strategy for Japan. The short-term stock market movements in Japan have been driven 
rather by external news flows and events than the factors unique to Japan, including corporate earnings, and the 
trend will likely continue. This creates interesting investment opportunities for long-term investors like us. 
Digitalization and health/personal care are our investment focus. 

On the foreign policy side, Suga mentioned that Japan’s alliance with the U.S. will remain the cornerstone of its 
foreign policy and that he wants to maintain stable ties with China as it is Japan’s biggest trading partner. One 
should note that Suga has little direct experience in diplomacy. 

 

Japan has been less damaged by the Corona turmoil 

The coronavirus turmoil has been less serious in Japan compared to other developed economies in the world and 
domestic oriented segments including service sectors are performing fine. In addition, many Japanese companies 
benefit from the fast recovery of the neighboring Asian countries including China and Korea. The recent global 
economic development suggests that low return, low growth macro conditions in Japan will continue. While we do 
not expect much change in Japan’s GDP growth trend, corporate earnings are expected to see a sharp rebound 
next year. Consensus estimates are -27% EPS reduction in FY20 followed by a +40% jump in FY21.  
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While economic growth remains low, corporate earnings are expected to recover faster 

 

Source: Bloomberg, CATAM AM 

 

Valuation comparison – Japanese stocks are cheap 

  EPS Growth 
FY20E        FY21E 

PER 
FY20E 

PBR Dividend 
yield% 

Topix Index -27% 40% 21.1 1.2 2.4 

S&P 500 INDEX -13% 27% 26.0 3.6 1.8 

STOXX Europe 600 -18% 40% 22.9 1.7 2.6 

 

Source: Bloomberg as of September 16 2020 

 

Finally global long-term investors found the value of Japanese stocks 

As we always argued, there are a lot of hidden gems in Japan. Recent news below confirms that finally global long-
term oriented investors begin to pay attention to Japanese stocks’ long-term growth opportunities: 

 Warren Buffett has invited USD 7bn in five Japanese trading houses, built 5% stakes in Itochu, Mitsubishi, 
Mitsui, Sumitomo and Marubeni. He plans to selectively increase the position up to 9.9%. 
 

 A global fund based in Hong Kong will invest USD 8bn into Japanese real estates. 
 

Japan, as the third largest single country economy in the world provides attractive business opportunities for 
enterprises. Japan’s solid public infrastructure, skilled human resources and safe business environment (low 
criminal rate etc.) enables companies to develop a long-term oriented growth strategy. There are around 3’500  
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listed Japanese companies and the majority of them are ignored by global investors. They are under-researched 
and therefore attractively valued. 

Japan is geographically and culturally close to fast-growing markets in Asia. It will benefit most from the sustained 
economic growth and the increasing buying power of Asians. Japan offers a safe and reliable way to participate in 
the dynamic growth in the Asian region. 

 

Benefit from the globally increasing health consciousness 

Japan is very well positioned for the health-conscious lifestyle in the post Corona world. It has a proven hygiene 
standard and Japanese have the longest healthy life expectancy in the world. In the ageing society, there is a large 
amount of accumulated know-how with regards to healthy living. The Japanese way of living, including food, 
housing, culture etc., may gain attention, especially among Asians, even though it will take some time to 
commercialize such soft factors.  

Soja based Japanese vegetarian menu – Shojin Ryouri 

 

Source: http://waqoo-shitadera.com/experience/shojinryori.html 

 

Tokyo has the world’s cleanest public toilets, according to the LIFESTYLE.INQ 
Cities with the cleanest public toilets: (Source: https://lifestyle.inquirer.net/352168/a-look-at-the-cities-with-the-cleanest-public-toilets) 

1 Tokyo, Japan 

2 Shanghai, China 

3 Zurich, Switzerland 

4 Stockholm, Sweden 
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