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The Japanese stock market fell for the first time in six months. 
The market declined sharply, as US long-term interest rates surged after the US jobs data released on the 2nd revealed 
high wage growth, raising concerns that the Fed would move quickly to hike the key rate. Higher US long rates and yen 
appreciation weighed heavily on the market, and the Nikkei 225 closed the month at 22,068.24(－1,030.05 / －4.5% 
MoM), and TOPIX at 1,768.24(－68.47 / －3.7% MoM). 
Among the 33 TOPIX index industry groups, Precision Instruments and Pharmaceutical rose, while Marine Transportation, 
Rubber Products, Mining, Nonferrous Metals, and Glass and Ceramics Products fell. 

We expect the market to lack direction in March. 
The market will continue to be volatile for some time, and may move up or down by a large amount, depending on 
economic indicators that may have an effect on the speed of the Fed’s rate hike, and comments made by officials of the 
monetary authorities.  However, we expect the downside to be limited, as the world economy and corporate 
performance are continuing to grow, and we think the market is starting to look attractive on some valuation indicators. 
Even if the current exchange rate level is taken into account, profit growth is still expected for Japanese companies in 
FY2018, and once the volatility in the market declines, we expect investors to become more focused on the business 
trends of individual companies. 
 

Market Review of previous month 

On February 20, 2018, Prime Minster Abe held a meeting of the Council on Economic and Fiscal Policy, where he ordered 
the advisory panel to conduct detailed study of system reform to increase foreign workers, the outcome of which will be 
reflected in the government’s Basic Policies in June 2018. This is to deal with Japan's chronic labor shortages as shown in 
the current job offers-to-applicants ratio, which reached 1.59x in December, the highest in 44 years. Of course behind 
this is a serious decreasing trend of the nation’s working age population (15-64 years old), which is forecasted to decline 
by 9.9% (7.5 million) from 2015 to 2030 according to the data from Cabinet Office, Government of Japan. 

How about the current status of foreign workers in Japan?  According to "Reporting on Foreign Workers' Employment 
Situation" by the Ministry of Health, Labor and Welfare, foreign workers increased 18% yoy to 1.28 million in 2017 (see 
Chart), roughly 2% of Japan's labor force, which is much lower than other major developed countries. While the Abe 
Cabinet has opened its doors to highly-skilled specialists, it does not officially welcome unskilled workers to avoid a 
sensitive public debates on immigration.  Instead, the government has been bringing in unskilled foreign workers on a 
grand scale by giving them “student” and “trainee” visas.  So much of the recent increase in foreign workers is 
attributable to the surge in trainees and working students.  

As of end-October each year 
Source: Ministry of Health, Labor and Welfare 

To further cope with the graying nation’s labor 
shortages, the government has also been taking 
measures including expansion of the scope of the 
aforementioned “trainee” system as well as easing 
the path to permanent residency for highly skilled 
workers.  Given such movement, we expect further 
substantial rise in foreign workers in the coming 
years, which would support and soften the tight 
labor environment in Japan. 

Under the advancing aging society, it is a critical 
challenge to secure sufficient work force and 
improve productivity.  It would be required to create 
conditions where an increase in foreign workers 
substantially boosts Japan’s economic activities, in 
order to maintain the nation’s economic strength. 



Composites Performance of Selected Japanese Equity Strategies 
(As of  the end of February 2018) 

<JPY base performance> 
(*annualized) 

(**preliminary) 

Selected Japanese Equity Strategies 

Ref. Japanese Equity Strategies Description
Target Excess

Return*

Estimated

Tracking Error

1 Concentrated
Construct concentrated portfolio selecting best 30 stocks with

attractive investment theme.
6.0% 5.0～15.0%

2 Engagement
Select 15 to 25 companies that we can increase corporate value

through engagement.
5.0% 6.0～12.0%

3 Research Value

Value-tilted strategy, focusing on undervalued stocks with large

potential for increase in corporate value, based on calculations

by SVS (Shareholder's Value System)

3.0% 1.0～5.0%

4 ESG
Top pick 50-70 names with high and stable growth potential,

out of the highest-rated by our unique ESG scoring.
3.0% Approx. 5.0%

5 Mid-Small Cap
Select small to mid cap stocks with large upside potential and

efficient risk/return characteristics.
5.0% 5.0～15.0%

6 JPX-Nikkei 400 Active

Select 30 to 50 companies with high appeal for investors such

as efficient use of capital and investor-focused management

perspectives.

3.0% Approx. 5.0%

7 Concentrated Core
Concentrate on approximately 20 companies which can increase

corporate value in the mid-long term.

Absolute

(6～8%)
-

Footnote: #4 ESG : Data from April 2016 to May 2016 are performance of a representative fund and  all the data that follow are composite return.

#5 Mid-Small Cap : Data from February 2007 to April 2007, and from February 2015 to March 2015 are performance of a representative fund.  Other Data  are composite return.

#6 JPX-Nikkei 400 Active : Data of March 2014 are performance of a representative fund and  all the data that follow are composite return.

2018 1Q YTD

Jan Feb**

Strategy Return 2.45% 5.88% -3.24% 2.45% 25.87% 10.70% 18.01%

Excess Return 5.12% 4.82% 0.46% 5.12% 8.28% 3.41% 3.07%

Strategy Return -1.50% 1.38% -2.84% -1.50% 35.54% 14.95% 26.48%

Excess Return 1.18% 0.32% 0.86% 1.18% 17.95% 7.66% 11.55%

Strategy Return -3.93% 0.52% -4.42% -3.93% 16.23% 7.15% 14.08%

Excess Return -1.25% -0.54% -0.72% -1.25% -1.36% -0.13% -0.86%

Strategy Return -1.55% 1.33% -2.84% -1.55% 25.18% - -

Excess Return 1.13% 0.27% 0.86% 1.13% 7.59% - -

Benchmark: (TOPIX total return) -2.68% 1.06% -3.70% -2.68% 17.59% 7.28% 14.94%

Strategy Return 1.73% 3.04% -1.28% 1.73% 41.57% 15.43% 21.99%

Excess Return 4.94% 2.36% 2.59% 4.94% 22.22% 6.22% 4.85%

Benchmark: (Russel/Nomura Mid-Small total return) -3.21% 0.68% -3.87% -3.21% 19.35% 9.21% 17.14%

Strategy Return -1.58% 1.83% -3.35% -1.58% 27.70% 12.12% -

Excess Return 1.25% 0.73% 0.54% 1.25% 11.70% 5.79% -

Benchmark: (JPX-Nikkei 400 total return) -2.83% 1.11% -3.89% -2.83% 16.00% 6.33% -

19.51%14.49%19.71%-4.15%-4.50%0.36%-4.15%

5 Mid-Small Cap

Ref.

1

2

4 ESG

3 Research Value

Composite Performance 　(Gross Return)

Japanese Equity Strategies

Concentrated

Engagement

Last

1yr

Last

3yrs*

Last

5 yrs*

7 Concentrated Core

6 JPX-Nikkei 400 Active



This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or 
other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Nissay Asset Management 
Corporation ("NAM") to any registration or licensing requirement within such jurisdiction.  This is not for distribution to retail or individual investors. 

The information, tools and material presented in this document are for informational purposes only and should not be construed as a solicitation to buy or an offer to sell 
nor as investment advice or recommendations for any specific products and services. 

All material presented in this document, unless specifically indicated otherwise, is under copyright to NAM. None of the material, nor its content, nor any copy of it, may be 
altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of NAM. 

Information, opinions and estimates presented in this document have been compiled, or derived from, based on information obtained from sources believed to be reliable 
as of the date of publication of this document, but no guarantee will be made by NAM on their accuracy or completeness.  This document may contain views and opinions 
that are not of NAM as a whole, but the personal views and opinions of the contributor/s, and such views and opinions will be subject to change without notice. 

NAM may have issued, and may in the future issue, other documents that are inconsistent with, and reach different conclusions from, the information presented in this 
document. Such other documents reflect the different views and assumptions of the contributor/s to those documents, and NAM is under no obligation to ensure that such 
other documents are brought to the attention of any recipient of this document. 

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. 

This document does not replace portfolio and fund-specific materials. Nothing in this document should be relied upon as the basis for investment decisions. Before 
purchasing any investment fund or product, recipients of  this document should read prospectus and fund documentation to form their own judgment and assessment. 

Potential for profit is accompanied by possibility of loss.  The value of investments and the income from them may go down as well as up, and investors may not get back 
the original amount invested. 

Products and services mentioned in this document may incur commissions, management fees and/or other fees and/or costs. As those fees and/or costs vary depending on 
status of specific agreements and investments, it is not possible to specify the details of the fees and/or costs in this document. 
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