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 Abenomics More Than Doubled the Nikkei 225 

The Nikkei 225 once rose to 23,000s during the market hours on November 9th, hitting a new high for the first time 
since January 1992, and has been trading positively since then.  Given that the Nikkei 225 was at 9,000s when 
Abenomics started in 2012, it became more than doubled in 5 years, and thus Abenomics can be viewed as 
“successful” from a perspective of stock prices. 

 Changing Tones for Abenomics’ Missing Part – Deflation Exit 

Abenomics’ another success is employment situation, as stats show historical tightness in the Japanese labor 
market (as at November 2017).  According to the latest data released on December 26th, unemployment rate was 
2.7%, the lowest level in the last 24 years, the job offers to applicant ratio inched up to 1.56 reaching the highest 
since 1974 and the new job offers to applicant ratio further rose to 2.37 from 2.36 (October) renewing the record 
since the stats began in 1966 (all figures are seasonally adjusted). 
 

On the other hand, many are still skeptical about the achievement of the core target of Abenomics – exit from 
deflation driven by reflationary policies and modest economic growth amid mild inflation.  That said, the tones have 
been changing recently, as the front-page headline of the Nikkei News Paper on December 10th was “A Small Ray 
of Hope for the End of Deflation”, saying “Economic expansion goes on for 6 years.  Consumer sentiment is positive 
on the back of tight labor market and robust corporate earnings supported by low interest rates and stable Yen.  
Global movement towards labor-saving also supports Japanese companies who have competitive edges in 
industrial robots.” 

 Japan on Modest Bullish Path as GDP Growth Suggests 

Looking at the 2nd preliminary report, the real GDP growth in the Jul-Sep quarter was revised up to 0.6% QoQ or 
2.5% on an annual term from 0.3% and 1.4% in the 1st preliminary report respectively, mostly driven by private 
capex and private inventory.  The upward revision suggests that the Japanese economy continues on a modest 
bullish path with a growth rate being well above its potential (0.8% estimated as at 1H17).  Not only domestic 
demand which is on a recovery trend driven by personal consumption, external demand is expected to support 
Japan’s economy on the back of steady expansion of the world economy.  Japan, which is still around the mid-
economic-cycle stage, would be able to exit from deflation at a moderate pace with improvement in output gap 
underpinned by labor tightness and higher capacity utilization.  Amid such uptick, the Bank of Japan may potentially 
raise the long-term interest rate target sometime in late 2018 when the core-core CPI is expected to reach 1%, the 
halfway point of the BOJ’s 2% inflation target. 

 Pursuit of Quality – Tailwind for Japanese Companies 

Corporate earnings estimate is also promising, as Japanese companies expect recurring profit growth of c.15% and 
5 to 10% for FY2017 and FY2018 respectively.  Behind the positive forecast are not only sales increase owing to 
economic upswing but also improving profitability.  Up to this point, corporates had been highly focused on sales 
volumes as a source of competitiveness on the back of recovery in the US economy and increasing demand from 
emerging countries, which was typically so around mobile phone business, for instance.  However, as the mass-
selling business model permeates the market, rising income level in China and maturing consumption economy 
have recently been shifting the core of competitions to “pursuit of quality” at a gradual pace.  This trend may get 
accelerated from 2018 onward, in my view, which means that Japanese companies are approaching to the phase 
where they are valued again, taking advantage of their quality-driven competitive edges. 
 

Based on such movements, I would hold a view that Non-Japanese investors’ bullishness over Japanese equities 
which grew in the latter half of 2017 is just a prologue to high repute towards Japanese companies from overseas 
who foresee a “shift to the quality-driven economy”. 
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Notes : Charts were obtained from a material released by Cabinet Secretariat. 
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             Data compiled by the Headquarters for Japan’s Economic  
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