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• The broad rollout of the vaccination program
• Another potential round of government fiscal stimulus
• Corporate activities resuming in earnest

We believe these factors will provide a tailwind to the Japanese corporate earnings and the stock market.
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Most of us probably did not expect the Tokyo Olympics to be held while the world is still grappling 
with the Covid-19 outbreak. This is also the first time in history where we see the Olympic Games 
being postponed, and sports events held without spectators. At the moment, investors are hesitant 
amidst the ongoing transmission of the Covid-19 Delta variant in Japan and other parts of the world. 
The recent Japanese economy and stock market reflects just as much with its lackluster performance. 
However, if we cast our eyes further ahead, there is a good chance where conditions will look a lot 
more promising.

Japan’s rough journey on the road to 2020 Olympics
In the run-up to the Tokyo Olympics in July 2021, Japan has had a difficult time controlling the spread 
of Covid-19. Japan also lagged behind other major nations in their vaccination program. The latest 
state of emergency declared in Tokyo meant that no spectators are allowed for the Olympic events 
held. Even so, concerns over the Olympics becoming a super-spreader event in Japan persisted. 
Dissatisfaction with the government over the handling of the pandemic resulted in a new low of 40% 
in the approval rating of Japanese Prime Minister Yoshihide Suga. However, we believe the Covid-19 
situation will eventually calm down in the coming months as vaccine rollouts picked up and are on 
track to vaccinate the majority of the population by year-end.  

What’s next after Olympics?

A strong recovery for the Japanese economy towards the end of 2021 is a high possibility. This will 
mainly be fueled by 
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Vaccination Program
Japan’s vaccination exercise has picked up speed from May 2021 and is on course to complete the 
vaccination of the elderly by August 2021 and remaining population of those willing 
before year-end.

While the possibility of a super-spreader event during the Olympics or a new Covid-19 variant 
breaking through the vaccination defense remains, the base case scenario is that 
Covid-19 may become endemic in Japan and other parts of the world. Vaccination will become 
the main defense instead of lockdowns, movement restrictions and social distancing measures. A 
gradually improving economic outlook is possibly on the horizon come the end of 2021.

Share of people vaccinated against Covid-19

Fiscal Stimulus

In the 2nd half of 2021, Japan is likely to have 
another round of fiscal stimulus before the 
general elections which is due to be held by 
October 2021. Stimulus measures are likely to 
include the resumption of the “Go To” 
campaign, which was highly successful in 
boosting domestic tourism and the hospitality 
industry before it was suspended. While there 
may be concerns of a loss for the incumbent 
Liberal Democratic Party (LDP), it is actually an 
unlikely scenario considering a lack of a strong 
opposition party currently. Economic policies 
are expected to remain consistent. 
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Corporate Activities
As we mentioned in our prior issue of Japan Equity Outlook, the Japan stock market does 
not represent only the Japan economy, it is also a gateway to the global economy. Japanese 
corporates saw a recovery in earnings from the second half of 2020, driven by China and robust 
demand in the US and Europe subsequently. We expect such export demand to 
continue with the on-going recovery in these economies, encouraging a stronger domestic 
economy going forward. 

Many Japanese companies have also resumed paying dividends and share buybacks, but there 
remains plenty of caution amidst the on-going pandemic. Japanese companies should gain greater 
confidence as the global economy normalizes. We expect increasing capital expenditure, and 
improving shareholders’ outlook in the form of share buybacks or higher dividends. 

In Short...
The Japan stock market rallied to a three-decade high earlier in 2021 but has been muddling in a 
range since. With the success of the Olympics, the continued rollout of vaccines and more clarity on 
events like the upcoming general election, we are likely to see Japanese equities catching-up in the 
second half of the year. An improving global economic situation for 2021 is the main scenario and 
should be favourable for Japanese corporate earnings. As the stock market generally trends in the 
same direction as corporate earnings, we would expect the positive profit forecast for 2020 to be 
supportive of the Japanese stock market. 

TOPIX and 12-month forward EPS

Source: Bloomberg Finance L.P., DataStream, 
J.P. Morgan estimates, as of 21 July 2021
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Disclaimer

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.
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