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For the fiscal year ending in March 2022, listed companies have 

announced that net income is expected to increase 33% from the 

previous year. The driving force will be the manufacturing industry, 

which saw its profits rise in the second half of last year, with the 

rapid recovery in demand coinciding with cost-cutting 

rationalization in the automobile and steel industries.  

  

The non-manufacturing sector, which has been hit hard by the 

economic contraction caused by COVID-19, is also expected to 

finally see an increase in profits. The railroad, bus and retail 

industries are expected to increase their profits on the back of 

expectations of a recovery in demand due to the spread of vaccines. 

  

A year ago, when companies announced their financial results, 

uncertainty about the future due to the COVID-19 crisis was 

extremely strong. This resulted in an unusual situation where about 

60% of companies were undecided about their financial outlook for 

the fiscal year ending in March 2021, saying that they could not 

reasonably foresee the impact of COVID-19.  

 

For the fiscal year ending in March 2022, more than 90% of 

companies announced their net profit forecasts. With the state of  
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Figure 1: Bank of Japan's Holdings of ETFs Temporarily Exceed 50 

emergency repeatedly extended in Japan, and concerns about 

COVID-19 variants still lingering around the world, we had 

expected a reasonable number of companies to remain undecided on 

their initial forecasts for the current fiscal year. Fortunately, our 

expectation was wrong. From this point of view, we can sense that 

the economy is "normalizing”. 

 Figure 1: Profits are expected to increase by 33% in the fiscal year 
ending in March 2022 

2022 

(Note) Of the companies in the First Section of the Tokyo Stock Exchange, 1,221 
companies (excluding financial institutions) had announced their net income 
forecasts by May 31, 2021 for the fiscal year ending in March 2022.  
(Source) QUICK 

Nikkei 225’s price-earnings ratio (P/E 

ratio) is starting to work again. 
As if to anticipate this trend, the Nikkei 225 temporarily recovered 

to 30,000 yen in February 2021, but in May it generally hovered 

around 28,000 yen. Can it be expected to exceed 30,000 yen again? 

  

The price-earnings ratio (P/E ratio = market capitalization / total 

net earnings) is often used as a reference when analyzing overvalued 

or undervalued stock prices. The standard P/E ratio for the Nikkei 

225 is around 15x, and the daily average from January 2014 to 

February 2018 was around 15x. As shown in Chart 2, a P/E ratio of 

14x worked well as the lower limit of stock prices, and 16x as the 

upper limit.  

The P/E ratio of the Nikkei 225 is 

about 15x, which is considered to 

be standard, but since 2018, it 

has deviated greatly from 15x 

due to the US-China conflict and 

the Corona bubble. Current P/E 

ratio is now about 14x due to the 

forecasts for large profit 

increases for the fiscal year 

ending in March 2022. The 

dysfunctional P/E ratio has 

returned to the "fairway". 
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However, when the US Trump administration brought trade 

frictions to the surface in March 2018, the P/E ratio stopped 

working. In addition to souring US-China relations, former 

President Trump took many other abrupt actions, such as 

suggesting the dismissal of Jerome Powell, Chair of the Federal 

Reserve, and trying to change the situation in the Middle East. 

Additionally, the unpredictability of President Trump’s Twitter 

posts kept investors on their toes. Many Japanese investors were 

inclined to take a cautious stance, and the P/E ratio continued to fall 

below the lower limit of 14x. 

 

In the first half of 2020, the world was hit by the COVID-19 crisis. 

However, stock prices made a V-shaped recovery, thanks to swift 

and large-scale fiscal stimuli and monetary easing by major 

countries. Stock prices rose ahead of the real economy, and the 

Nikkei 225’s P/E ratio exceeded 25x at one point, rather than 16x. 

Some in the market considered this to be a Corona bubble.  

  

After peaking in February 2021, when the Nikkei 225 temporarily 

recovered to 30,000 yen, the P/E ratio began a downward trend. 

Initially, the main reason for this was that stock prices had fallen to 

the 28,000 yen level. In addition, as listed companies began to 

announce their financial results in earnest, there were number of 

forecasts for large profit increases for the fiscal year ending in 

March 2022. However the increases were less than expected and 

the P/E ratio dropped to around 14x. The P/E ratio, which had been 

dysfunctional since 2018, is now back on the "fairway”, 

comfortable range. 
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The daily P/E ratio has been hovering around 14x since May 19, 

2021. Prior to 2017, when the P/E ratio was functioning, 14x was 

the lower limit and some investors started buying at this level. In 

fact, this time, there is a reason why we cannot say that 14x is 

undervalued. 

 

SoftBank Group, which contributes more than 6% to the 

constituents of Nikkei 225, has not disclosed its net profit forecast 

for the fiscal year ending in March 2022. As a result, a provisional 

figure of 4.5 trillion yen has been applied to the Nikkei 225 P/E 

calculation. Although this is about 10% less than the previous year's 

actual figure of about 5 trillion yen, the figure of more than twice 

the average of analysts' forecasts (about 2 trillion yen) may be an 

overestimation (making the P/E ratio look lower).  

  

The P/E ratio as of May 31 edition of Nihon Keizai Shimbun was 

13.9x, but assuming a net income of 2 trillion yen for SoftBank  

Figure 2: Nikkei 225’s P/E ratio is back on the "fairway" for the first 
time in more than three years. 

(Source) QUICK 

SoftBank Group is key to the Nikkei 

225’s recovery to 30,000 yen. 

The P/E ratio of the Nikkei 225 has 

been hovering around 14x, but it is 

not undervalued. This is because 

we assume net income of 4.5 

trillion yen for SBG, which does 

not disclose its earnings forecast; 

if we apply the analysts' 

consensus estimate (about 2 

trillion yen) instead of 4.5 trillion 

yen, the P/E ratio would be 

15.2x.Even if 224 companies 

other than SBG revise their 

earnings forecasts upward by 5%, 

the P/E ratio will be 15x and the 

Nikkei 225 will not reach 30,000 

yen. 



  5 / 6 

 

 

 

 

 

   

 

   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  
 

End 

 

14x 15x 16x

①current（4.5 trillion yen） 13.95 28,963 31,032 33,101

②the average of anlysts' forecasts

（about 2 trillion yen）
15.23 26,521 28,416 30,310

③224 companies other than SBG revise their

forecasts upwards by 5%（about 2 trillion yen）
14.56 27,751 29,733 31,716

Earnings forecasts
P/E ratio

as of May 31
Nikkei225 by P/E ratio（yen）

Figure 3: The key to the Nikkei 225's ability to reach 30,000 yen 
depends on earnings of SoftBank Group. 

Group, the P/E would be 15.2x (Figure 3-①, ②). In other words, if 

we consider that the P/E ratio is over 15x and not undervalued, it is 

no wonder that the market is not aggressively buying stock. 

 

The Nikkei 225’s current P/E ratio is calculated based on the initial 

forecasts of many companies. However, initial forecasts are often 

conservative, and they are usually revised upwards at the time of 

quarterly financial results.  

  

The initial forecast for this fiscal year is probably more conservative 

than usual, due to the lingering effects of the COVID-19 crisis. In 

other words, there is a high probability that earnings forecasts will 

be revised upwards in the future. However, even if 224 companies, 

other than SoftBank Group, revise their earnings forecasts upwards 

by 5% (Figure 3-③), and the P/E ratio is at the standard level of 15x, 

it will not reach 30,000 yen yet.  

  

On the other hand, if the 4.5 trillion yen applied to the current P/E 

ratio were to become a reality (Figure 3-①), it would exceed 31,000 

yen at a P/E ratio of 15x. The key to whether the Nikkei 225 will 

become more undervalued and exceed 30,000 yen will be SoftBank 

Group's business performance. 

(Note) As of May 31, 2021; share price in yen, net income of SoftBank Group in 
parentheses  
(Source)  QUICK 
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