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The Nikkei 225 rose for two consecutive months. 
The market continued to drop in the beginning of the month on increasing concerns over trade friction between the US 
and China, but rebounded once the US tariffs on Chinese imports went into effect. Late month, the market moved in a 
relatively small range, as investors took a wait-and-see stance before the BOJ’s monetary policy meeting. Nikkei 225 
closed the month at 22,553.72(+249.21 / +1.1% MoM), and TOPIX at 1,753.29(＋22.40 / ＋1.3% MoM). 
Among the 33 TOPIX index industry groups, Oil and Coal Products, Mining, Banks, Iron and Steel, and Information and 
Communication rose, while Retail Trade, Foods, Fishery, Agriculture & Forestry, Textiles and Apparels, and Services fell. 

We expect the market to lack direction in August. 
Uncertainty over the situation overseas, such as the trade friction between the US and China, possible economic 
slowdown in China, and outflows from emerging markets caused by the rate hike in the US, may all work to limit the 
upside of the market, while growth in the world economy, strong corporate earnings, and relatively low valuation will 
support the downside.  
We expect companies with unique strengths, which can grow mid-to long-term without being influenced by the external 
business environment, to be bought in a market condition as it is now. 
 
 

Market Review of previous month 

    “Fight between a snipe and a clam” is a Chinese proverb which means “profiting while others fight”. The proverb story 
is like this. A clam was sitting out in the sun, when a snipe flew down to peck at the clam. The clam slammed the shell 
shut, gripping  the snipe’s beak in between. While they were still fighting each other, a fisherman passing by netted them 
both.  
    Trade war has started with the Trump administration’s introduction of 25 percent tariff on US 34 billion dollar of  
Chinese imports and China immediately retaliated.  Most of the people believe that  a US-China trade war would be in no 
one’s interest and hurt every country in the world. Does it really produce any fishermen of the Chinese proverb? For 
example, China’s imports of soybean shares over 60% in the world (Chart 1). On the other hand, US’ exports of soybeans 
shares around 35% in the world (Chart 2). Therefore, the impact of the 25 percent tariff is significant for the soybean 
market. China may rake up soybean from Brazil, Argentina and others ,on the other hand, the soybean-importing 
countries like Mexico, Japan and peers may perhaps enjoy buying cheaper soybeans from the US.  
    In addition to that, China had unveiled the national plan for transforming China’s manufacturing, entitled “Made in 
China 2025” on May 8 2015. In order to achieve the goal, China has imported high technology machines like 
semiconductor manufacturing equipment and their parts. China would not stop the plan to preserve President Xi 
Jinping’s honor. That means Japan and European’s high tech companies might enjoy benefits of replacing the share of 
Americans in China. This is very important to check who will be the “fisherman”. 

and the working hours of full-time employees have not 
changed for over 20 years. Since the suicide of an overworked 
young female employee at Dentsu (5th largest advertising 
agency) which was covered by various media, the lack of 
overtime limits on working hours became a controversial issue 
in Japan. 

(3) A new "highly-skilled professional" working system, under 
which working hour regulations won’t be applied to people 
engaged in certain jobs requiring specialized skills such as 
researchers and consultants. This reform aims at establishing 
flexible working system to prevent overwork deaths, and also 
at preventing excellent human resources from escaping to 
overseas countries and/or Non-Japanese companies. 

We believe these working environment reforms are inevitable 
for the improvement of labor productivity in Japan which is 
now lagging long way behind other advanced countries. 

Source: United States Department of Agriculture  /  Notes  : Figures are the 2018/2019 forecast as at July 2018 

(Chart 1) Imports of Soybeans (Chart 2) Exports of Soybeans 



Composites Performance of Selected Japanese Equity Strategies 
(As of  the end of July 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 3Q YTD

Jul**

Strategy Return 3.10% 3.10% 4.35% 21.47% 5.96% 14.57%

Excess Return 1.79% 1.79% 6.76% 10.84% 1.92% 3.16%

Strategy Return 0.30% 0.30% 5.30% 29.62% 13.08% 22.63%

Excess Return -1.00% -1.00% 7.71% 18.99% 9.04% 11.23%

Strategy Return 1.72% 1.72% -4.04% 9.49% 3.18% 10.49%

Excess Return 0.42% 0.42% -1.63% -1.14% -0.86% -0.91%

Strategy Return -0.17% -0.17% 0.99% 16.69% - -

Excess Return -1.47% -1.47% 3.40% 6.06% - -

Benchmark: (TOPIX total return) 1.30% 1.30% -2.41% 10.63% 4.04% 11.40%

Strategy Return -0.22% -0.22% 5.44% 30.37% 13.96% 17.22%

Excess Return -0.50% -0.50% 8.67% 19.67% 8.49% 3.86%

Benchmark: (Russel/Nomura Mid-Small total return) 0.28% 0.28% -3.24% 10.70% 5.47% 13.36%

Strategy Return 1.21% 1.21% -0.75% 14.57% 6.34% -

Excess Return -0.02% -0.02% 1.69% 4.51% 2.95% -

Benchmark: (JPX-Nikkei 400 total return) 1.23% 1.23% -2.44% 10.06% 3.39% -

7 Concentrated Core

6 JPX-Nikkei 400 Active

Composite Performance 　(Gross Return)

Japanese Equity Strategies

Concentrated

Engagement

Last

1yr

Last

3yrs*

Last

5 yrs*

5 Mid-Small Cap

Ref.

1

2

4 ESG

3 Research Value

14.61%9.84%6.54%-6.81%1.55%1.55%
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