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JAPAN EQUITY 
OUTLOOK 

Aging Population Not An 
Impediment to Japan Stock 
Market 

Riding on Innovative 
Disruption and Future 
Growth 

Stocks With Benefits to 
Shareholders 

Headwinds Turning Into 
Tailwinds 
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N O T  A N  I M P E D I M E N T  T O  J A P A N   
S T O C K  M A R K E T  

It is well-documented that 
Japan’s population has started 
aging for some time and has 
even started declining in recent 
years.  Such circumstances make 
it difficult to expect strong 
economic growth for the country 
in the foreseeable future.  Can 
the stock market thrive when the 
domestic economy is facing such 
a dire outlook?  We argue yes.  
For one, the Japan economy is 
still the world’s third largest 
economy after US and China, and 
not too long ago, was the second 
largest economy before being 
overtaken by China. As such, for 
many years, Japanese companies 
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had a large home base to build 
their business and then expand 
into overseas markets. This has 
allowed Japan to create many 
world class companies in the 
past few decades, many of whom 
are household names globally, 
like Toyota, Sony and Kao, and 
many more which provide non-
consumer products but which 
are equally important in their 
own fields. We believe the 
situation remains the same 
today.  To keep the story short, 
the Japan stock market does not 
represent just the Japan 
economy but is also a gateway to 
the global economy. 

AGING POPULATION 
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For example, many of the key 
components in the latest 
smartphones are produced by 
Japanese companies, with 
most of the highest-end 
smartphone camera image 
sensors supplied by Sony, 
capacitors by Murata and Taiyo 
Yuden, batteries by TDK and 
many more. In the field of 
automation, Fanuc and 
Yaskawa are top makers of 
robots, Keyence in sensors, 
Nidec for motors and many 
more.  
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While companies like Apple, 
Amazon and Tesla are touted as 
disruptors and frontrunners of 
the new economy like 5G 
communications, automated 
warehouses and transportation 
and electric vehicles, many 
Japanese companies also play 
their part in such innovation.  
However, instead of being the 
poster boy of new technologies, 
Japanese companies are the 
enablers of such new products 
with their core expertise in 
hardware.  
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RIDING ON INNOVATION 
D I S R U P T I O N  &  F U T U R E  G R O W T H
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Experienced investors may have 
heard of Japanese companies 
from all types of industries 
speculating in property at the 
peak of the bubble in the late 
1980s, as well as major corporate 
accounting scandals at Toshiba 
and Olympus in the past 
decade. In addition, Japanese 
companies had the reputation 
for putting the interests of the 
company and related parties 
ahead of minority shareholders.  
However, there was a shift in 
management mindset when 
former Prime Minister Shinzo 
Abe came into power in late 
2012 and the government led a 
concerted effort by various 
regulatory and private parties to 
improve corporate governance 
and shareholder value in Japan, 
starting first with the 
introduction of the Stewardship 
Code and followed later by the 
Corporate Governance Code, 
and together with more 
stringent assessment of 
corporate performance by proxy 
voting advisors and the 
introduction of new indices by 
the Tokyo Stock Exchange to 
recognize companies with 
investment appeal.  

STOCKS WITH BENEFITS 
TO SHAREHOLDERS 
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Japan’s largest investor, the 
Government Pension Investment 
Fund (GPIF), also adjusted its 
investment strategies to place 
more emphasis on such issues.  
All these changes worked to 
change the mindset of Japanese 
corporate managers to view 
shareholder value and 
shareholder returns as one of the 
key criteria in assessing the 
performance of the company.  

This has led to sharp 
improvement in shareholder 
returns through dividend and 
share buybacks in the past few 
years, and in addition, greater 
scrutiny and measures taken 
on non-performing assets as 
well as more value-accretive 
mergers and acquisitions 
performed by management.   

J a p a n ’ s  T o t a l  S h a r e h o l d e r  R e t u r n  R a t i o  

(Note: 2020 and 2021 are J.P. Morgan forecasted values.  Source: QUICK, J.P. Morgan 
estimates, as of 4 December 2020) 
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While Japanese companies 
steadily improved their capital 
efficiency and shareholder 
returns, the top quality 
companies were still highly 
exposed to the global economy.  
In addition, the domestic 
economy was in the midst of a 
multi-year inbound tourism 
boom, again led by government 
initiatives to promote inbound 
tourism.  When the global 
pandemic hit in 2020, both the 
export industry and the domestic 
economy were severely affected 
by the lockdowns occurring on a 
global basis. While many 
companies weathered the 
downturn  

and some thrived amidst the  
shift towards online work and 
consumption, the overall 
economy and corporate profits 
still suffered significant damage.  
With the start of fast-tracked 
vaccination across the globe, it is 
highly probable that the 
coronavirus pandemic can be 
contained in good time, upon 
which a sustained global 
economic recovery can take 
place.  For Japan, in particular, 
the twin effects of the global 
upturn and a resumption of 
inbound tourism will drive Japan 
to have one of the highest 
earnings growth rates. 
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HEADWINDS TURNING 
INTO TAILWINDS 

Source: iStock Images 

Lion Global Investors 
A member of the OCBC Group 



This advertisement or publication has not been reviewed by the Monetary 
Authority of Singapore.  It is for information only. It is not a 
recommendation, offer or solicitation for the purchase or sale of any capital 
markets products or investments and does not have regard to your specific 
investment objectives, financial situation, tax position or needs.  The 
information contained herein is confidential and must not be published, 
reproduced or distributed in whole or part to any other person without the 
written consent of Lion Global Investors Limited (“LGI”), and is not intended 
for use by any person other than the intended recipient. This publication 
may not be transmitted into any jurisdiction or to any person where any 
recommendation, offer or solicitation is prohibited (including Canada, 
Japan, the United States of America) or to US persons (as such term is 
defined in Regulation S under the US Securities Act of 1933). 
 
Any information (which includes opinions, estimates, graphs, charts, 
formulae or devices) is subject to change or correction at any time without 
notice and is not to be relied on as advice. Investments in our funds are not 
obligations of, deposits in, guaranteed or insured by LGI or any of its 
affiliates and are subject to investment risks including the possible loss of 
the principal amount invested. You are advised to conduct your own 
independent assessment and investigation of the relevance, accuracy, 
adequacy and reliability of any information contained herein and no 
warranty is given and no liability is accepted for any loss arising directly or 
indirectly as a result of you acting on such information. LGI, its related 
companies, their directors and/or employees may have positions in the 
products mentioned in this publication and be engaged in purchasing or 
selling of such products for themselves or their clients. You may wish to 
seek advice from a financial adviser before making a commitment to 
undertake any investment. In the event that you choose not to seek advice 
from a financial adviser, you should consider carefully whether the 
investment is suitable for you. 
 
The references to any particular company is intended for illustration 
purposes only and is not indicative of our intention to invest in such 
company or a recommendation to invest in the securities of such company. 
 
Lion Global Investors® Limited (UEN/ Registration No. 198601745D)  

7 
Lion Global Investors 
A member of the OCBC Group 

Japan Equity Outlook 

DISCLAIMER 


	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7

