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Quantitative information provided within this report relates to a JPY based investment portfolio unless otherwise stated. 

Investment Mandate 

Asset Class Japanese Equity 

Strategy Japan Value Equity Strategy 

Reference Benchmark TOPIX Total Return Gross Index 

Portfolio Manager Takaaki Harashima 

Total Fund Size as at 
Period End 

EUR 112,887,394 
JPY 17,835.3 million 

Inception Date EUR Class B: 31 January 2019 
JPY Class A: 1 February 2016 

SFDR Classification Article 8 

 
 

Performance Overview 

For the quarter ending 30 September 2023, the fund outperformed its benchmark by 2.59%. Its return of 4.84% was greater than 
the 2.25% return of the TOPIX Total Return Gross Index in EUR terms. 
 
Net Performance Returns (Class B EUR)     (in EUR terms) 

Class B EUR Jul-23 Aug-23 Sep-23 Q3 2023 CYTD 1 Yr 3 Yrs 5 Yrs Since 
Inception* 

Fund 2.94% 1.04% 0.80% 4.84% 14.53% 20.17% 10.56% -- 7.56% 

Benchmark 2.16% -0.43% 0.52% 2.25% 11.46% 16.21% 6.31% -- 6.06% 

Excess Return 0.78% 1.47% 0.28% 2.59% 3.07% 3.96% 4.25% -- 1.50% 

Past performance is not a guide to future returns. Fund returns are presented net of investment management fees, trading commissions and administrative fees. Returns 
for period in excess of one year have been annualized. NAV returns are calculated to 2 decimal places. For risk and performance purposes only, the TOPIX Total Return 
Gross Index is used as a reference benchmark. Portfolio launch date and Class B EUR inception date is 31 January 2019.  

Source: Nikko AM and the fund custodian (BNP Paribas Securities Services, “BNPPSS”). 

 
Net Performance Returns (Class B EUR)   

 

For any questions with regard to this report, please contact: 
 

Nikko AM Europe Client Services Team 
E: UKEMEAClientservices@nikkoam.com 
 
Asish Hurhangee, Head of Client Services 
T: +44 20 3702 1064 
E: Asish.Hurhangee@nikkoam.com 
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Reference: Net Performance Returns (Class A JPY)     (in JPY terms) 

Class A JPY Jul-23 Aug-23 Sep-23 Q3 2023 CYTD 1 Year 3 Yrs 5 Yrs Since 
Inception* 

Fund 2.35% 2.00% 0.88% 5.30% 29.36% 35.10% 21.01% 9.43% 10.55% 

Benchmark 1.49% 0.43% 0.51% 2.45% 25.70% 29.80% 15.41% 7.64% 8.82% 

Excess Return 0.85% 1.56% 0.37% 2.85% 3.66% 5.30% 5.60% 1.80% 1.73% 

Past performance is not a guide to future returns. Fund returns are presented net of investment management fees, trading commissions and administrative fees. Returns 
for period in excess of one year have been annualized. NAV returns are calculated to 2 decimal places. For risk and performance purposes only, the TOPIX Total Return 
Gross Index is used as a reference benchmark. Portfolio launch date and Class A JPY inception date is 1 February 2016.  

Source: Nikko AM and the fund custodian (BNP Paribas Securities Services, “BNPPSS”). 

 

Market Review (in JPY terms) 

Sources: Tokyo Stock Exchange, Inc. for TOPIX indices, Nikkei Inc. for the Nikkei 225 index and MSCI Inc. for the MSCI Japan index.  

 
Although several factors weighed down the Japanese 
equity market during the July-September quarter including 
anxieties surrounding US monetary policy, an economic 
slowdown in China, and the Bank of Japan’s yield curve 
tweak, such concerns were counterbalanced by the further 
depreciation of the yen which boosted the earnings of 
exporters and the easing of some concerns in line with the 
release of macro indicators. As a result, the TOPIX Total 
Return Gross Index (w/dividends) ended the period up 
2.45% (in JPY terms). 
 
July: Macroeconomic indicators out of the US confirmed a 
robust labour market, leading investors to believe the US 
Federal Reserve is increasingly likely to continue its rate hikes. 
This outlook weighed down Japanese stocks, as did a rise in 
domestic long-term interest rates after the Bank of Japan’s 
announcement at its Monetary Policy Meeting that it would 
tweak its yield curve control policy to allow more flexibility. 
However, investor sentiment turned more positive after the 
Bank of Japan’s “Tankan” business confidence survey showed 
improvement in large manufacturers’ outlook, as well as after 
the release of a succession of solid corporate earnings in the US. 
Against this backdrop, the TOPIX Total Return Gross Index 
(w/dividends) ended the month up 1.49%.

August: The market was bearish up until mid-month due to 
factors including a major rating agency downgrading US debt 
and concerns regarding an economic slowdown in China 
stemming from the announcement of lower-than-expected 
macro indicators. In the latter half of the month, Japanese 
stocks rebounded to an extent as excessive anxieties 
surrounding US monetary tightening dissipated following US 
Federal Reserve Chair Jerome Powell’s speech at the Jackson 
Hole Economic Policy Symposium, which was largely in line 
with expectations. Overall, the TOPIX Total Return Gross Index 
(w/dividends) ended the month higher, rising 0.43%. 
 
September: Shares were up in the first half of the month as 
additional rate hikes from the US Federal Reserve appeared less 
likely in the face of looser labour market conditions evidenced 
by an on-month increase in the unemployment rate in the latest 
US job report, in addition to receding concerns regarding the 
Chinese economy following the release of better-than-
expected economic indicators. However, Japanese equities 
were weighed down in the latter half of the month on the view 
that US monetary tightening could be prolonged based on the 
policy rate outlook in the latest US Federal Open Market 
Committee (FOMC) meeting minutes. As a result, the TOPIX 
Total Return Gross Index (w/dividends) rose 0.51%. 
 

  Jul-23 Aug-23 Sep-23 Q3 2023 CYTD 

TOPIX  1.48% 0.41% -0.37% 1.52% 22.82% 
TOPIX Total Return Gross Index 1.49% 0.43% 0.51% 2.45% 25.70% 
Nikkei Stock Average (Nikkei 225)  -0.05% -1.67% -2.34% -4.01% 22.09% 
Nikkei Stock Average (Nikkei 225) Total Return -0.04% -1.60% -1.65% -3.27% 24.45% 
MSCI Japan Gross Total Return 1.27% -0.01% 0.48% 1.75% 26.21% 
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Data presented on this page is as at the end of the reporting period. Quantitative information provided within this report relates to a JPY based investment portfolio unless 
otherwise stated. Reference to individual stocks is for illustration purpose only and does not guarantee their continued inclusion in the strategy’s portfolio, nor constitute a 
recommendation to buy or sell. 

Investment Activity   
Major Transactions 

Key Purchases 

Kubota (6326 JP) holds the third highest global market share 
in agricultural equipment and is also a major manufacturer of 
construction equipment. Overseas markets account for close to 
90% of its sales. The stock has declined 17% since its recent high 
in May 2021 due to concerns that earnings could deteriorate 
going forward as a result of the completion of a round of 
expansions to distributors' inventory as well as a correction in 
the US housing market. The stock appeared increasingly 
undervalued and we therefore decided to add to our position. 
We believe the firm is on track to post strong earnings for the 
time being as it is expected to increase sales of construction 
equipment in North America and agriculture equipment in 
India, in addition to seeing a reduction in expenses stemming 
from lower logistics costs. 
 
Anritsu (6754 JP) is one of the top three global manufactures 
of measuring instruments for communication devices. Its stock 
has declined 60% from its recent peak in January 2021 as its 
short-term earnings have been sluggish due to delayed 
investment demand from its clients. The stock appeared 
increasingly undervalued and we therefore decided to add to 
our position. The firm’s primary clients in the telecom industry 
currently have a weak appetite for capex, but our expectations 
regarding the future are unchanged in light of the anticipated 
increase in development demand in order to equip data centres 
to handle high speeds and volume responding to the 
generative AI boom, as well as an expansion in fields using 5G 
such as IoT devices and autos. 
 
United Arrows (7606 JP) is a pioneer in Japanese clothing 
boutiques. We added to our position after the stock declined, 
pulling back after rising around 30% in the previous quarter. Its 
earnings are on a recovery trend as the post-pandemic 
reopening progresses and the firm hikes product prices to pass 
on the higher input costs stemming from the weak yen. Going 
forward we expect the firm to make efforts to turn around 
poorly performing brands and strengthen its direct online sales. 
Changes in the operating environment leading to an increased 
portion of sales from goods at listed prices (not discounted or 
marked down) should also work in the company’s favour as it 
sells high-end goods. 

Key Sales 

Mitsubishi Estate (8802 JP) is a major property developer 
which owns a number of office buildings in the financial and 
business district around Tokyo station. The firm’s share price has 
risen 7% in the past 6 months. There are a number of causes for 
concern regarding the real estate sector, including the risk of a 
slump in the office real estate market given rising interest rates 
and increased remote work, in addition to the risk of turmoil in 
the US and Chinese property markets. Although the firm’s 
primary business is in Japan, there are still concerns that it could 
be impacted by reduced capital gains at its overseas businesses, 
and we therefore exited our position for risk adjustment 
purposes. 
 
Macnica Holdings (3132 JP) is an independent 
semiconductor-focused trading house. The firm is known for its 
technological prowess, including its ability to provide design 
support for users. It also has an edge in fields such as 
telecommunications, industrial equipment, and security. Its 
stock rose 2.3x in the past year (2.2x our average purchase price 
of JPY 2,986) on strong earnings as well as its status as an official 
distributor for US chip maker NVIDIA, and corresponding 
expectations for it to benefit from the boom in generative AI. 
We trimmed our position to secure excess returns.   
 
Sumitomo Forestry (1911 JP) is a leading company in the 
construction of custom-built wooden houses and has 
developed an integrated network that includes planting trees, 
processing building materials, and building houses. Overseas 
business makes up 70% of its ordinary (pre-tax) income. Its stock 
rose 3.0x in the past three years (1.7x our average purchase 
price of JPY 2,204). Our view remains the same that the stock 
has upside potential in light of solid earnings and the significant 
room for a re-rating of the value of the firm’s forest resources, 
however we sold off a portion of our holdings to lock in profits. 
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Data presented on this page is as at the end of the reporting period. Quantitative information provided within this report relates to a JPY based investment portfolio unless 
otherwise stated. Reference to individual stocks is for illustration purpose only and does not guarantee their continued inclusion in the strategy’s portfolio, nor constitute a 
recommendation to buy or sell. 

Performance Attribution 
Top Five Contributors   

Ticker Stock Sector (GICS11) 
Average Weight 

Attribution 
Portfolio Benchmark Active 

6861 Keyence Corporation Information Technology 0.00% 1.88% -1.88% 0.43% 

1605 Inpex Corporation Energy 1.36% 0.31% 1.05% 0.34% 

3110 Nitto Boseki Co., Ltd. Industrials 0.93% 0.01% 0.92% 0.34% 

7936 Asics Corporation Consumer Discretionary 1.82% 0.13% 1.69% 0.27% 

8306 Mitsubishi Ufj Financial Group, Inc. Financials 3.37% 2.17% 1.20% 0.21% 

Source: FactSet. The tables above disclose average weights for the reporting period.   

 
Stocks which contributed positively to performance during the  
reporting period included the following: 
 

Continue to Not Hold 

Keyence (6861 JP) is a specialist manufacturer of factory 
automation sensors. With a P/E ratio of about 36.68x, we do not 
view this name as being undervalued. Due to the drop in its 
stock price in Q3, its absence from the portfolio had a positive 
impact on returns this quarter. 

Continue to Hold 

Inpex (1605 JP) is Japan’s largest oil and natural gas 
exploration and production company. Its stock rose on the back 
of solid earnings momentum stemming from higher crude oil 
prices, in addition to higher shareholder returns (including a 
dividend hike and share buyback on the back of its ample 
cashflow). In addition to increasing shareholder distribution, 
the firm’s management also is taking a proactive stance on 
enhancing enterprise value, including strengthening dialogue 
with investors. We will continue to hold the stock in the 
portfolio as it is trading at a P/B ratio of around 0.7x and we 
believe it still appears highly undervalued. 

Continue to Hold 

Nitto Boseki (3110 JP) is one of the top two global 
manufacturers of high-performance glass fibre used in printed 
circuit boards. The stock rose on the higher potential for 
earnings to bottom out based on the firm’s earnings guidance 
upgrade, in addition to investors’ view that the company is 
poised to benefit from the generative AI boom that is driving 
demand for the type of high-grade semiconductors which 
utilise the firm's products that offer both high heat-resistance 
and insulating capabilities. Its stock has risen +50% over the 
quarter, but still has significant room for re-rating in our view 
and we therefore will continue to hold it. 

Reduced 

Asics (7936 JP) is a leading domestic sporting goods maker. 
The firm is establishing itself as a sports brand to rival the likes 
of Nike and Adidas by focusing business resources on its high-
end running shoe division. Its stock rose on strong earnings 
momentum as the firm appears on track to record historically 
high profits. At its current pace of progress, the company will 
exceed the profitability improvement targets emphasised in its 
current medium-term business plan. We rebalanced the 
position following the share price gains, but plan to continue 
holding the stock. 

Continue to Hold 

Mitsubishi UFJ Financial Group (8306 JP) is the largest of 
Japan’s three megabanks. Its stock rose after the Bank of Japan 
tweaked its long-standing yield curve control policy at its 
Monetary Policy Meeting on 28 July to allow more flexibility. In 
addition to rising expectations that the firm will improve its 
interest margin, the stock’s gains were also influenced by 
investors’ views on the potential for the Bank of Japan to make 
monetary policy changes aimed at exiting the deflationary 
environment, an objective which could be further supported by 
the Japanese government’s fiscal policy going forward. We will 
continue to hold the stock in the portfolio as we believe it still 
has considerable potential to be re-rated going forward. 
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Top Five Detractors   

Ticker Stock Sector (GICS11) 
Average Weight 

Attribution 
Portfolio Benchmark Active 

7816 Snow Peak.Inc. Consumer Discretionary 0.77% 0.01% 0.76% -0.36% 

9468 Kadokawa Corporation Communication Services 2.13% 0.05% 2.08% -0.34% 

6963 Rohm Co., Ltd. Information Technology 1.46% 0.18% 1.28% -0.26% 

7606 United Arrows Ltd. Consumer Discretionary 0.90% 0.01% 0.89% -0.23% 

7974 Nintendo Co., Ltd. Communication Services 3.80% 1.21% 2.59% -0.16% 

Source: FactSet. The tables above disclose average weights for the reporting period.   

 
In contrast, stocks which detracted from performance included  
the following: 

Continue to Hold 

Snow Peak (7816 JP) is a Japanese maker of outdoor goods 
and apparel. The firm’s strength lies in its unique business 
model with high-end outdoor apparel and gear being 
developed by camping enthusiasts themselves. Its share price 
decline is in part a pullback following a more than 2.4x rise in 
2021, in addition to reflecting weak short-term earnings due to 
the weak yen pushing up raw materials costs and a falloff in 
pandemic-era demand prompting inventory adjustments. 
However, we believe the stock has significant upside potential 
going forward as it has only just started a major expansion into 
overseas markets including the US, China, and Europe. We will 
therefore continue to hold the stock in the portfolio. 

Continue to Hold 

Kadokawa (9468 JP) is an entertainment media conglomerate. 
The firm’s strengths lie in its ability to use cross media strategies 
that utilise its different business segments, including publishing, 
videos and games, and web services. Its stock underwent 
correction this quarter, pulling back after rising over 40% since 
the start of the year. Although its short-term earnings have been 
sluggish following the strong earnings in the previous year, the 
company has assembled a pool of top-tier game creators 
recognised globally and is known for unparalleled creativity 
related to anime production. Based on these factors, we believe 
there is significant potential for a rerating of the company’s 
intangible value and will continue to hold the stock. 

Continue to Hold 

Rohm (6963 JP) is a leading manufacturer of semiconductors 
and electronic components that is one of the few companies in 
Japan to make custom large-scale integrated (LSI) products for 
automobiles and industrial machinery. The firm also has a 
sound balance sheet. The stock pulled back after having risen 
40% since the start of the year, declining on concerns regarding 
the risk of a deterioration in short-term earnings due to changes 
in the operating environment. There is significant room for 

earnings growth as the firm is poised to benefit from trends 
such as vehicle electrification and factory automation. In 
particular, we expect that silicon carbide (SiC) power devices, 
known for reducing power loss and having high temperature 
resistance, will become a profit driver in the future for the 
company. We will continue to hold this stock on the view that it 
has significant potential for a further re-rating. 

Increased 

United Arrows (7606 JP) is a pioneer in Japanese clothing 
boutiques. Its stock underwent correction this quarter, pulling 
back after rising around 30% in the previous quarter. Its 
earnings are on a recovery trend as the post-pandemic 
reopening progresses and the firm hikes product prices to pass 
on higher input costs. Going forward we expect the firm to 
make efforts to turn around poorly performing brands and 
strengthen its direct online sales. Changes in the operating 
environment leading to an increased portion of sales from 
goods at listed prices (not discounted or marked down) should 
also work in the company’s favour. We will continue to hold the 
stock and increased its weighting on the view that it is more 
undervalued following the recent correction. 

Increased 

Nintendo (7974 JP) is Japan's top ranked game console and 
software manufacturer. Its stock underwent correction this 
quarter, pulling back after rising nearly 30% in the previous 
quarter. The stock has continued to be weighed down by 
sluggish short-term earnings and concerns that sales related to 
Nintendo Switch could peak out. However, our view is 
unchanged that there are a number of potential positive 
catalysts, including further developments in the firm’s 
intellectual property strategy ranging from movies to theme 
park attractions. In the medium term, we also expect its 
earnings to grow following the release of next-generation game 
consoles. We will continue to hold the stock and increased its 
weighting in the portfolio as we believe it still has considerable 
potential to be re-rated going forward. 
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Sector Attribution (based on Brinson Model)  

Sector (GICS11) 
Average Weight Return Attribution 

Portfolio Benchmark Diff. Portfolio Benchmark Diff. Sector 
Allocation 

Stock 
Selection 

Total 

Total 100.00% 100.00%         0.56% 2.72% 3.28% 

Industrials 28.16% 24.52% 3.64% 7.47% -0.17% 7.65% -0.11% 2.17% 2.06% 

Information Technology 11.66% 13.22% -1.56% -0.15% -4.19% 4.04% 0.11% 0.49% 0.60% 

Health Care 2.90% 7.96% -5.07% 4.12% -3.57% 7.68% 0.32% 0.23% 0.55% 

Energy 3.02% 0.89% 2.14% 23.57% 26.69% -3.12% 0.47% -0.08% 0.39% 

Consumer Staples 2.81% 7.01% -4.20% 3.01% 0.51% 2.50% 0.09% 0.08% 0.16% 

Financials 9.81% 11.36% -1.55% 19.46% 15.90% 3.55% -0.21% 0.31% 0.10% 

Consumer Discretionary 22.82% 18.52% 4.30% 4.66% 4.94% -0.28% 0.11% -0.06% 0.05% 

Others 0.00% 0.01% -0.01% 0.00% 5.08% -5.08% 0.00% 0.00% 0.00% 

Materials 5.11% 5.75% -0.63% 1.25% 2.01% -0.76% 0.00% -0.04% -0.04% 

Utilities 1.00% 1.38% -0.38% 9.89% 11.34% -1.46% -0.03% -0.01% -0.04% 

Real Estate 0.73% 1.93% -1.20% 4.04% 10.90% -6.86% -0.10% -0.04% -0.14% 

Communication Services 10.26% 7.45% 2.82% -2.70% 0.36% -3.05% -0.07% -0.33% -0.40% 

Cash 1.72% 0.00% 1.72% 0.91% 0.00% 0.91% -0.01% 0.00% -0.01% 

Source: FactSet. The tables above disclose average weights for the reporting period.   

 

Market Outlook 

In the July-September quarter of 2023, long-term interest rates 
rose globally as the US Federal Reserve took an increasingly 
hawkish stance on the back of simmering concerns that 
inflation could heat up again. A number of major global markets 
performed weakly as risk-off sentiment took over with investors 
selling off both stocks and bonds at the same time due to the 
majority of outlooks projecting that the timing of a shift toward 
rate cuts was far away. Against this backdrop, the TOPIX 
(w/dividends), a broad market index capturing the performance 
of stocks listed on the Tokyo Stock Exchange, moved increasing 
independently from other major markets, finishing the quarter 
up 2.25% on the back of expectations for structural reforms. The 
portfolio performed even more strongly, outperforming the 
benchmark by 259bps during the quarter and outperforming by 
307bps in the calendar year to date (both in EUR terms, on a net 
basis). 

Following the Tokyo Stock Exchange (TSE)’s request that 
companies whose stocks are trading below book value make 
moves to improve corporate management practices, of the 
companies listed on the TSE Prime Market that release results 
based on the fiscal year ending in March, 31% had announced 
initiatives to boost their price to book multiples by the end of 
August, which shows steady progress towards the reforms TSE 
had in mind. For now there is no penalty for non-compliance, so 

there were concerns that the TSE’s request would lack teeth, but 
a number of other factors ultimately coalesced to push 
corporate management to comply voluntarily, including 
changes in shareholder composition, an increase in shareholder 
proposals at annual general shareholder meetings, and 
investors’ increasingly strict stance on voting for the director 
appointments. In other signs of change in the Japanese market, 
electric motor maker Nidec (6594 JP; formerly known as Nippon 
Densan) announced an unsolicited bid (in effect, a hostile 
takeover) of machine tool maker Takisawa (6121 JP). At the time, 
Takisawa’s stock was trading at a P/B ratio of around 0.5x, and 
Nidec’s offer at a premium of nearly double its share price won 
over shareholders, and ultimately received the approval of 
Takisawa’s board after its initial rejection. In Japan, there have 
historically been few unsolicited tender offers such as this, and 
therefore it has been very impactful in the sense of raising 
awareness in corporate managers that companies trading 
below book value run the risk of being bought out against their 
will and therefore creating urgency for them to enhance their 
enterprise value. 

There are also a number of other factors contributing to the 
recent strong performance of the Japanese market, which we 
believe will continue into the next year, including a positive 
impact on valuations from the depreciation of the yen, efforts 
to structurally reform the market, overall fair valuations, solid 



NIKKO AM JAPAN VALUE FUND – Q3 2023  
 
 
 

 
 
 
 
YOUR GOALS, OUR COMMITMENT. 
 
 
 

8 

Data presented on this page is as at the end of the reporting period. Quantitative information provided within this report relates to a JPY based investment portfolio unless 
otherwise stated. Reference to individual stocks is for illustration purpose only and does not guarantee their continued inclusion in the strategy’s portfolio, nor constitute a 
recommendation to buy or sell. 

corporate earnings despite headwinds, and a re-evaluation of 
the value of Japan’s cultural assets and attractiveness as a 
tourist destination. That said, we cannot deny that at present 
there is a structural deceleration in global economic growth. 
During previous periods of low interest rates, there was an 
expansion in debt, and now that interest rates have soared, so 
has the burden of interest payments due on said debt. At the 
same time, lenders are taking a more conservative approach to 
extending credit, and together these factors are creating latent 
threats to credit creation. We must face the reality that Japanese 
equities are benefitting in part from being an attractive choice 
for high net-worth investors simply because other options 
appear unpalatable amidst heightening geopolitical risk 
stemming from political frictions. 

Japan’s economy is on the precipice of structural change 

The Japanese economy has been mired in a deflationary trend 
for a long time, with growth remaining stagnant, in what is 
sometimes referred to as the “three lost decades”. However, 
from 2022 onward prices began to rise, albeit triggered at first 
by cost-push inflation stemming from factors such as rising 
energy prices and the weak yen. In addition, in 2023 wages rose 
by 3.58% on average, the largest wage hike in 30 years. Coupled 
with structural inflation, the situation is gradually shifting to a 
virtuous cycle of steady price increases and wage hikes going 
forward. 

The factors we believe are contributing to structural inflation 
include: (1) Difference in cultural values: Japan’s approach 
differs from the West, China, Russia, and other more 
authoritarian countries in that it is willing to accept higher costs 
prioritising security in emergency situations rather than simply 
focusing on efficiency achieved through globalization, (2) 
Increased costs due to environmental regulations: Additional 
investment is required in order to realise a decarbonised society, 
including research into new technology and replacing old 
infrastructure, (3) Demographic changes: China, which was 
previously a source of cheap labour, is now heading toward 
population decline. 

Based on these trends and Japan’s continued labour shortage, 
we believe there is a shift underway toward sustainable wage 
growth. In Japan, as the baby boomer generation retires from 
the work force, the working age population is continuing to 
decline. On the other hand, in the past ten years or so the labour 
market has been supported by an increase in women’s 

participation in the labour force as well as that of older workers 
as the latter choose to stay active longer, past their mandatory 
retirement age. Even so, in recent years the growth in the labour 
force participation rate is starting to level off and companies will 
need to continue to hike wages in order to avoid worker 
shortages and attract the best talent. We will carefully monitor 
Japan’s continued move toward exiting its deflationary 
environment. 

The number of bankruptcies in Japan has been declining since 
2009 due to the continued policy of low interest rates, which 
has also resulted in a larger number of so-called “zombie firms” 
(companies that are unprofitable but remain afloat). However, 
at present bankruptcies are starting to rise again. Such zombie 
firms will naturally die off if Japan can exit the current 
environment where rising inflation, labour shortages, and long-
standing ultra-low interest rates coalesce. At the same time, the 
firms which hike wages, effectively train their work force, and 
improve productivity will reap the benefits as the survivors 
under these changing conditions, ultimately leading to 
earnings improvement. Companies have accumulated a record 
high balance of cash and deposits, which we believe they will 
use not only to invest in human capital, but also in new fields 
where they can establish a competitive advantage as well as in 
business restructuring and R&D aimed at creating intellectual 
property and intangible assets. Japan appears to have started 
to slowly but surely exit the stagnant economic growth which 
has continued for the three decades following the burst of the 
bubble economy, shifting from a cost cutting mentality to a 
more aggressive pursuit of growth. 

Chinese economy 

Some observers have postulated that the prolongation of the 
real estate market crisis in China could be a sign that its 
economy will enter a phase of long-term stagnation resembling 
Japan’s path after the burst of the bubble economy. Following 
the 2008 global financial crisis, China’s property market 
boomed, growing at an unsustainable pace supported by 
massive fiscal stimulus of RMB 4 trillion (approx. USD 547 billion) 
and becoming an attractive speculation target. In an aim to 
discourage speculative investing, in 2021 the Xi Jinping 
administration introduced regulatory restrictions on borrowing 
for property developers known as the “Three Red Lines”. At the 
same time, new regulatory caps on banks’ lending exposure to 
the property sector were put in place. As a result of restricting 
both the supply side by limiting property developers’ ability to 
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borrow as well as the demand side by limiting the availability of 
home mortgages, property developers began to default in 
droves. 

The points that the current situation in China has in common 
with the post-bubble Japanese economy are: (1) A downward 
trend in the potential growth rate due to changing 
demographics, (2) Investment in real estate and other such 
assets amid a low interest rate environment, driving up 
property prices, (3) Tendency for an output (supply-demand) 
gap to emerge due to the declining potential growth rate and 
the country’s trade relations with the US. In Japan, the fall in real 
estate prices after the bubble burst triggered downward 
adjustments to corporate balance sheets, and led to stagnation 
over a long period of time. Although there was a move to 
introduce government bailouts at an early stage with the aim of 
propping up the financial system, the injection of public funds 
was delayed due to strong public pushback regarding moral 
hazard, and in the meantime one financial institution after 
another failed. In 2003, the injection of public funds into major 
bank Resona Group triggered the recapitalisation of other 
major banks, meaning it ultimately took 13 years to make 
tangible progress on writing off the non-performing loans 
arising from the real estate bubble burst. 

At the same time, it is important to note that China is different 
from Japan in that it is an authoritarian state under one-party 
communist rule, which could enable it to quickly resolve the 
bad debt issue in much less time. Additionally, when Japan’s 
bubble burst, real estate prices dropped by as much as 50% and 
companies sought to reduce debt by selling off assets, limiting 
capex, and conducting layoffs. However, at least on the surface, 
China’s property prices do not appear to have fallen as 
dramatically. Based on the current repercussions of the 
property crisis on the financial system, it seems unlikely that the 
global economy will be largely impacted. However, we will 
continue to monitor the “Japanisation” of China’s economy as a 
potential risk. 

Key Macro Economic Indicators 
Inflation 

Japan’s national core consumer price index (CPI), which 
excludes fresh food, was unchanged from the previous month 
in August with a 3.1% on-year rise. Although prices rose at a 
slightly faster rate than the market had expected, the 

acceleration is likely to be temporary as it reflected a rise in 
petrol prices following a reduction in government subsidies. 
Japan’s national “core-core” CPI, which shows general 
underlying price rises with fresh food and energy excluded, was 
also unchanged from the previous month with a 4.3% on-year 
rise. A breakdown of the data shows that upward movement in 
the prices of food and goods weakened in line with the base 
effect from the price surges seen in a wide range of items in 
2022. However, inflation remained high due to the recent 
weakness in the yen, which has caused companies in some 
sectors to pass on import costs. We believe that inflation will 
continue at the same level for the time being as cost pass-
through and weaker price rises caused by the base effect 
balance each other out. However, given the substantial 
depreciation seen in the yen, we expect to see stable price rises 
in the future as the base effect starts to weaken inflation and the 
impact of wage increases widens after the spring round of wage 
negotiations. 

Personal Consumption 

The most recent Family Income & Expenditure Survey showed 
that seasonally adjusted real consumption by households with 
two or more persons in Japan was up 3.9% on-month in August 
(after experiencing a 2.7% decline in July). It was the first 
increase seen in two months. An item-specific breakdown of 
average real consumption in July to August shows that 
consumption of items including clothing & footwear, furniture 
& household utensils, housing, and culture & recreation 
exceeded consumption in April to June. On the other hand, 
consumption of items including fuel, electricity & water charges, 
education, transportation & communication, miscellaneous 
items, medical care, and food in July to August fell below 
consumption in April to June. The data show that the items that 
saw upturns benefitted from the intense summer heat and 
strong demand for summer goods as consumers were able to 
travel more freely than before. In terms of the areas that saw 
weaker consumption, transportation & communication was 
impacted by supply constraints affecting some makers 
following a fire at a parts factory and system outages. In 
addition, demand for medical care shrank in line with COVID-
19’s downgrade to a “class 5” infectious disease and the 
loosening of requirements to wear masks. Given the temporary 
nature of the factors behind the declines, we forecast that 
consumption of the items that saw drops will improve as time 
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passes and expect to see overall consumption to continue 
recovering. 

Employment 

Employment-related indicators painted a picture of strength in 
Japan’s economy. The most recent unemployment rate (for 
August) was unchanged at 2.7%. The number of employed 
workers increased by 50,000, while the number of unemployed 
people rose by 10,000. The growth in the number of 
unemployed people was mainly the result of an increase in the 
number of employees voluntarily leaving work, showing that 
workers are actively switching jobs, for example to seek higher 
salaries. It should therefore be noted that the increase does not 
necessarily mean that Japan’s employment environment has 
worsened. Other employment-related indicators provided 
further evidence of firm employment conditions. These 
included Japan’s latest workforce participation data, which 
showed that the rate continued to rise in August, albeit with a 
moderate increase to 62.9%. In addition, the jobs-to-applicants 
ratio for August was level with the previous month at 1.29. 
Given that Japan’s economy is likely to continue recovering 
moderately, we expect to see the employment environment to 
continue improving amid a structural shortage of workers. 

Economy Watchers Survey 

According to the Japanese Cabinet Office’s Economy Watchers 
Survey, the seasonally adjusted diffusion index (DI) for current 
economic conditions was 49.9 in September. This was a drop 
from August’s figure of 53.6 and marked the first time for the 
index to fall below the neutral level of 50 in eight months. The 
household activity-related, corporate activity-related, and 
employment-related indexes all declined. An examination of 
the details shows that the food and beverage section improved 
slightly (up 0.3 points from the preceding month) while 
deteriorations were seen in the retail section (down 6.1 points) 
and the housing section (down 0.6 points). In our view, this 
suggests that activity was weakened by increasing frugality in 
response to inflation as well as the intense summer heat. We 
also believe that personnel scarcity and cost increases are 
among the reasons for the weakness in the corporate activity-
related index. The DI for future conditions declined by 0.9 points 
from the previous month to 49.5. The household activity-related, 
corporate activity-related, and employment-related indexes all 
weakened. As with the DI for current conditions, respondents 
cited high inflation and rising costs as reasons for pessimism. 

Some respondents also mentioned concern over the spread of 
seasonal infections. This suggests that the overly prolonged 
nature of restrictions during the COVID-19 pandemic had a 
lasting impact on attitudes. We also feel that the speed of global 
price rises could cause growing concern for Japanese 
households and companies unable to shake off a deflationary 
mindset. On the other hand, upward momentum for wages is 
growing in industrial sectors ahead of next year’s round of 
spring wage negotiations, which should be positive for 
consumer sentiment. We expect this to maintain the moderate 
recovery being seen in consumption. 

Japan Outlook Vs Other Regions 

Despite persistent expectations of a looming economic 
slowdown, the US economy is holding firm. The current 
situation has also been underscored by a rise in long-term yields. 
Although we expect the current market turmoil to continue for 
the time being, we do not believe that the situation will persist 
for a long time. In our view, bonds have bottomed out 
sufficiently in line with weaker growth resulting from monetary 
tightening as well as the authorities’ response to that situation. 
The tendency for bonds and equities to drop simultaneously is 
reminiscent of the situation seen in 2022. However, while last 
year’s situation reflected an environment of continued 
monetary tightening amid slowing growth and weakening 
corporate earnings, the environment is significantly different in 
2023. For example, economic growth and corporate earnings 
are strong, while interest rates are approaching their peak. In 
addition, the fact that aggressive monetary tightening and 
large-scale fiscal spending are being undertaken 
simultaneously in the US is attracting a great deal of attention. 
We are continuing to closely monitor trends in economic 
growth as well as inflation and looking for underlying risks. As 
of now, however, we have not identified any changes likely to 
change our outlook. We are therefore maintaining our 
constructive view on both future growth and interest rate levels, 
which are rapidly approaching fair value. 

In Japan’s case, the market saw a growing trend of selling for 
profit-taking in September amid speculation over a policy 
correction by the Bank of Japan and concern over a US 
government shutdown. Even so, given the coming start of the 
corporate earnings season, we expect stock prices to rebound 
in response to firmness in current earnings as well as 
expectations for future performance. As it is unlikely that the 
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interest rate differential between Japan and overseas will shrink 
in the short term or that the yen’s depreciation will see a large 
correction, we expect inbound demand and Japan’s 
competitive edge relative to other countries to continue driving 
the economy going forward. From a longer term perspective, 
we expect tensions between the US and China to drive flows of 
money from overseas into Japan as the country benefits from 
de-risking and decoupling in Asia. Our view is that these kinds 
of structural changes will drive a further re-rating of Japanese 
stocks based on a widening shift from cyclical investment to 
investment that is more focused on the medium and long term. 

Portfolio Outlook 

The Japanese equity market has performed solidly, a trend 
which we believe will continue into the next year. It has been 
supported by a number of factors, including a positive impact 
on stock prices through underlying earnings from the 
depreciation of the yen, efforts to structurally reform the market, 
overall fair valuations, solid corporate earnings despite 
headwinds, and a re-evaluation of the value of Japan’s cultural 
assets and attractiveness as a tourist destination. 

That said, we cannot deny that at present there is a structural 
deceleration in global economic growth. Growth appears likely 
to continue to shrink in the following three to four years. We 
must face the reality that Japanese equities are benefitting in 
part from being an attractive choice for high net-worth 
investors simply because other options appear unpalatable 
amidst heightening geopolitical risk stemming from political 
frictions. 

With prompting from the Tokyo Stock Exchange, an increasing 
number of listed companies are endeavouring to enhance their 
enterprise value by putting a greater emphasis on improving 
capital efficiency. In the medium to long term, we expect 
companies to make structural changes, including selective 
investment in areas where they hold a competitive advantage, 
investment in R&D and human capital aimed at creating 
intellectual property and intangible assets, and business 
portfolio restructuring. While closely monitoring risk factors, we 
plan to capture these investment opportunities and 
incorporate them into the portfolio, and at the same time seek 
to weather the increasingly uncertain market environment. 

Risk Factors 

While there are numerous risks that could drive up volatility in 
the market, we are paying particular attention to the following 
factors which could also provide investment opportunities in 
Japan: 

1. Concerns regarding rising interest rates and an inflationary 
recession 

2. A “new cold war” stemming from the conflict between 
Russia and Ukraine 

3. Response to economic fragmentation and friendshoring  

4. Political and economic trends in China 

5. Risk of raw material prices surging again 
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Portfolio Characteristics 

Portfolio Composition 

 Jun-23 Sep-23 

Stock Weighting 97.08% 97.55% 

Cash Weighting 2.92% 2.45% 

Number of Stocks 90 89 

Source: Nikko AM. Due to the different methodology used for the weights computation, the cash weighting may be slightly different from what is shown in the fact sheet 
for the respective share class of the Fund. 

 
Fund Holdings 

Top 10 Holdings 
Weight at Period End  

Top 5 Active Stocks Weights 
Weight at Period End 

Fund BM Active  Fund BM Active 

Toyota Motor Corporation 4.44% 4.45% -0.01%  Nintendo Co.,Ltd. 3.89% 1.19% 2.70% 

Sony Group Corporation 3.96% 2.62% 1.34%  Kawasaki Heavy Industries,Ltd. 1.96% 0.08% 1.87% 

Nintendo Co.,Ltd. 3.89% 1.19% 2.70%  Kadokawa Corporation 1.85% 0.05% 1.81% 

Mitsubishi Ufj Financial Group,Inc. 3.64% 2.37% 1.27%  Asics Corporation 1.83% 0.13% 1.69% 

Hitachi,Ltd. 2.85% 1.38% 1.47%  Hitachi,Ltd. 2.85% 1.38% 1.47% 

Mitsui & Co.,Ltd. 2.68% 1.22% 1.46%      

Sumitomo Mitsui Financial Group,Inc. 2.66% 1.56% 1.10%      

Kawasaki Heavy Industries,Ltd. 1.96% 0.08% 1.87%      

Fujifilm Holdings Corporation 1.94% 0.50% 1.44%      

Kadokawa Corporation 1.85% 0.05% 1.81%      

Source: Nikko AM. As at the end of the reporting period. Due to methodology difference used for the weights computation, holdings weights may be slightly different from 
what is shown in the fact sheet for the respective share class of the Fund. 

 
Sector Allocation 

 
Source: MSCI and FactSet. As at the end of the reporting period. Due to the different methodology used for the weights computation, sector weights may be slightly 
different from what is shown in the fact sheet for the respective share class of the Fund. 
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Exposure by Size (Market Capitalisation)                                      Valuations 

 Portfolio BM Diff.    Portfolio BM Diff. 

Over US$ 50 Bln 31.52% 31.61% -0.10%  ROE (Estimate)* 9.44% 11.24% -1.80% 

US$ 10 Bln to US$ 50 Bln 18.19% 34.68% -16.49%  PER (Estimate, x)* 13.60 15.36 -1.76 

US$ 3 Bln to US$ 10 Bln 22.95% 18.40% 4.55%  PBR (Actual, x) 1.18 1.40 -0.22 

US$ 1 Bln to US$ 3 Bln 16.01% 8.93% 7.08%  Dividend Yield (Estimate)* 2.31% 2.26% 0.05% 

Less than US$ 1 Bln 8.88% 6.38% 2.50%  As at the end of the reporting period. Valuation metrics above are calculated for 
the entire portfolio including cash.  
*Source: Nikko AM and FactSet. Estimates are on a one-year forward basis 
calculated with earnings estimates by Toyo Keizai. 

Cash 2.45% 0.00% 2.45%  

Total 100.00% 100.00%    

Source: FactSet. As at the end of the reporting period. Due to the different methodology used for the weights computation, sector weights may be slightly different from 
what is shown in the fact sheet for the respective share class of the Fund. 

 
Portfolio Risk  

 Portfolio BM 

Standard Deviation 15.82 14.66 

Beta 1.06 -- 

Active Risk (Ex-Ante TE) 2.90 -- 

Source: MSCI Barra. As at the end of the reporting period. 
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Responsible Investing and Proxy Voting 

The Japan Value Equity strategy employs an ESG integration 
approach, which includes incorporating ESG factors in our 
company evaluations, engaging directly with companies on 
ESG-related issues, and exercising our proxy voting rights in line 
with ESG principles. In addition, we vote proxies for 100% of the 
portfolio holdings.  

Participation in Nature Action 100 

We joined Nature Action 100 (NA100) in September 2023. 
NA100 is a global institutional investor engagement initiative 
focused on natural capital and biodiversity. Participating 

investors encourage 100 companies in key sectors to take the 
action on natural capital and biodiversity they feel is needed 
from the companies. Five of the 100 subject companies are 
Japanese, including trading houses Itochu (8001 JP), 
Marubeni (8002 JP), Mitsui & Co. (8031 JP), and paper 
product maker Oji Holdings (3861 JP). We signed a letter sent 
to the 100 companies on the target list and have signaled our 
intention to participate in a collaborative engagement 
programme regarding multiple companies, including Japanese 
firms. 

Proxy Voting & Stewardship Activities 

We did not vote on any proposals during the quarter. 

 
Proxy Voting Results 

 Number of Meetings Number of Items Voted 
Votes Against Management 

Recommendations 
Number Percentage 

The Fund 0 0 0 0.00% 
Source: Nikko AM and Institutional Shareholder Services Inc 
 

Breakdown of Votes Cast Against Management Recommendations 

 
 
Category Definitions 

Company Articles Amendments to company articles 
Anti-Takeover  Takeover defence plans (poison pills) 
Auditor   Appointment of statutory/external auditors 
Director   Elections 
Dividends  Income allocation/dividend payment approval 
Mergers/JVs  Mergers & stock exchanges and joint ventures 
Remuneration Bonus payments, compensation ceilings, discounted stock options, pension reserves (directors & 

auditors) 
Others Includes the disposal of treasury shares, share repurchase programmes, reverse stock splits and 

accounting transfers 
 

0 0 0 0 0 0 0 0
0

1

Company
Articles

Anti-
Takeover

Auditor Director Dividends Mergers Remuneration Others

The Fund
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Key Companies Engaged with in Quarter 

Mitsubishi Heavy Industries (“MHI”; 7011 JP) is a heavy 
machinery manufacturer. We held an official engagement 
meeting with the company as lead investor for Climate Action 
100+ (CA100+). Our priorities for engagement with MHI are as 
follows: (1) the application of the firm’s decarbonisation 
technologies across the entire value chain; such technologies 
include gas turbine combined cycle (GTCC), hydrogen and 
ammonia co-firing, carbon capture and storage (CCS), and 
carbon capture, utilisation and storage (CCUS); (2) the 
promotion of disclosure regarding lobbying of regulatory 
authorities, industry groups and others; and (3) a roadmap for 
cutting Scope 3 Category 11 emissions. 

The firm stated that it had been a simple decision to set an 
ambitious 2040 net zero target (ten years ahead of Japan’s 
Nationally Determined Contribution (NDC)) for Scope 3 
emissions. In view of the firm’s lineup of technologies as well as 
based on the fact that there are currently no coal-fired power 
orders and that such orders won’t be accepted from 2024, we 
believe that the aforementioned target is achievable. On the 
other hand, the company’s Scope 1 and 2 targets are 
challenging given that it will need to achieve them on its own, 
including by making its own factories carbon neutral. 

Regarding the future of its Scope 3 Category 11 emissions, 
although the company will continue to sell gas turbine, we 
expect its emissions to fall to zero following the complete 
conversion of fuel sources and the transition to 100% hydrogen 
fuel. Although MHI will be unable to take direct action itself 
given the current bottleneck in hydrogen supplies, which was 
predicted by electricity suppliers, it will undertake various 
projects with its partners. Given the disadvantages associated 
with long-distance transportation, the company considers local 
consumption of locally produced hydrogen to be a realistic 
scenario and intends to focus on production and storage rather 
than transportation. 

The company also has the leading position in terms of 
technology development in its hydrogen and ammonia co-
firing partnership with JERA, a joint venture between electricity 
providers Tokyo Electric Power and Chubu Electric Power. There 
is strong interest in the operation from other parts of Asia in 
addition to Japan. The company’s JAC-class turbines have the 
highest efficiency in the world and are more stable and more 
reliable than GE’s comparable HA-type products. In terms of 

proven hydrogen co-firing efficiency, GE’s is 5% whereas MHI’s 
is 20%. 

Another investor in CA100+, California State Teachers' 
Retirement System (CalSTRS) also asked a question about 
lobbying. The pension fund stated that it has invested in MHI for 
a long time (although there was some discrepancy as MHI 
previously commented that there had been no investment). 
MHI stated that, instead of lobbying any of the industry 
associations directly, it is customary to communicate with the 
Ministry of Economy, Trade and Industry’s Green 
Transformation (GX) League collectively through the Japan 
Business Federation (Keidanren). However, the firm also 
confirmed that its own thinking is often reflected in Japan’s 
energy policy for the domestic market, particularly when it 
comes to underlying technology. As an example, MHI pointed 
out that the final form of the government’s roadmap regarding 
the development schedule for Japan’s next-generation nuclear 
reactors had been in line with MHI’s thinking. 

Given that a full shift to renewable energy will only occur in 
some parts of Europe, MHI reiterated that developing the 
hydrogen supply chain is of pivotal importance. CalSTRS 
expressed its support for MHI’s work in such areas and 
commented that it would like MHI to step up its efforts to 
publicise its initiatives globally. 

This meeting marked the first in a series of engagement 
activities. We expect that our next meeting will be timed to 
coincide with MHI’s announcement of its next medium-term 
business plan in May 2024. MHI will be a key piece in Japan’s 
energy transition, and our meeting with the company was a 
reminder of its ability to take advantage of the opportunities 
that come with change. 

Key Research - From ESG/SRI Perspective 

Kubota (6326 JP) is a maker of agricultural machinery. We held 
sustainability-focused engagement with the company and our 
overall impression is that the company has an extremely detail-
oriented and committed approach to individual initiatives and 
disclosure. However, as its explanations tend to be very detailed, 
we also felt that there is room for improvement in its 
explanation of the wider picture in terms of value creation and 
its reasons for taking certain actions. We also sensed a gap 
between the fact that most of the information disclosed in its 
annual report (called “integrated report” in Japan) covers its 
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Japanese locations despite the fact that the majority of its sales 
and employees are overseas. This is also true of the need for the 
company to enhance disclosure on its overseas operations, but 
we were given the sense that the company’s operations are 
focused on and dominated by its business in Japan. We 
therefore asked the company to disclose information about its 
efforts to realise its goal of “globalising its business” in its next 
integrated report given that the aim is mentioned in the 
president’s message in the current report.  

The individual ESG themes we discussed were: 

Climate Change 
Kubota explained two new initiatives that it launched last year: 
(1) creating and disclosing a transition plan as well as enhancing 
its analysis of climate-related risks and opportunities, and (2) 
disclosing quantitative financial impacts. 

The company’s greenhouse gas reductions are progressing as 
planned in terms of its 2030 interim target (50% cut in Scope 1 
and 2 emissions compared to 2014 levels by 2030). It 
commented that it is having ongoing internal discussions 
regarding the establishment of targets including for Scope 3 
emissions, but indicated that it is yet to reach a conclusion. 
Regarding the uncertainty over the prospect of a roadmap for 
realising science-based targets, the company commented that 
it is hesitating over whether to acquire certification. 

Biodiversity 
The company has started providing provisional disclosures 
using the Listen-Empathize-Agree-Partner (LEAP) approach in 
anticipation of requirements under the Taskforce on Nature-
related Financial Disclosures (TNFD). Although Kubota does not 
believe it faces significant biodiversity-related business risks in 
comparison to firms in other manufacturing sectors, it also 
acknowledges that its businesses involve agriculture and water, 
both of which are strongly tied to biodiversity. The company 
therefore emphasised that it will examine the impact its 
business have on biodiversity and natural capital. 

Human Rights 
We observed that the human rights initiatives disclosed by the 
company are centred on efforts within Japan and asked 
whether any of its initiatives also apply to its overseas offices. In 
addition, we pointed out that the majority of its employees 
globally are citizens of countries other than Japan and that its 
exposure to regions subject to significant risks in terms of 

human rights and labour issues is increasing, for example 
through the inclusion of an Indian company in its corporate 
group in 2022. In view of these points, we called for the 
company to enhance its disclosure of its overseas initiatives. The 
company responded that its overseas offices are subject to 
internal controls including handling of human rights matters, 
but admitted that its due diligence only extends as far as its 
supply chain in Japan. It also commented that it intends to deal 
with this issue going forward.  

Key Research - From Government/Policy Perspective 

In August, Japan’s Financial Services Agency (FSA) has 
announced its strategic priorities for the business year from July 
2023 to June 2024. The FSA’s strategy document mentions 
issues for asset management firms to address, such as their 
investment capabilities and governance. It also includes a 
commitment to draw up a detailed policy plan for establishing 
Japan as a leading asset management centre by the end of the 
year. The FSA has started discussions on how to achieve its goals 
for the asset management industry, including through the Asset 
Management Taskforce, a team of experts set up under the 
FSA’s Financial System Council. The taskforce held its first 
meeting on 3 October. In addition, Japan’s prime minister, 
Fumio Kishida, recently revealed that seven public pension 
funds (with a combined AUM totaling approximately JPY 90 
trillion / approx. USD 600 billion) are making arrangements to 
become signatories of the Principles for Responsible 
Investment (PRI). Mr. Kishida made the comments in his keynote 
speech at PRI In Person, the PRI’s annual event, which was held 
this year in Tokyo on 3-5 October. 
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otherwise stated. Reference to individual stocks is for illustration purpose only and does not guarantee their continued inclusion in the strategy’s portfolio, nor constitute a 
recommendation to buy or sell. 

ESG Overview 
− As of the end of September 2023, the Portfolio ESG Rating is “A” which is on par with that of the benchmark rating. 

 
 Portfolio Benchmark 

ESG Quality Score 7.03 7.06 

ESG Rating A A 

Source: MSCI ESG Research. 
 
 

Portfolio  TOPIX Total Return Gross Index 

ESG Quality 
Score 

Environ’tal 
(Weight - 

23%) 

Social       
(Weight - 

38%) 

Governance 
(Weight - 

39%) 

 ESG Quality 
Score 

Environ’tal 
(Weight - 

22%) 

Social       
(Weight - 

40%) 

Governance 
(Weight - 

38%) 

7.0 5.6 5.5 5.6  7.1 5.8 5.5 5.6 

Source: MSCI ESG Research. 
 
 
ESG Rating Distribution 

ESG Rating Distribution is a snapshot of the current portfolio holdings’ scores.  
 
- The portfolio does not hold any company with a rating below “B”. 
 

  
 

 
Source: MSCI ESG Research for both charts. 
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Data presented on this page is as at the end of the reporting period. Quantitative information provided within this report relates to a JPY based investment portfolio unless 
otherwise stated. Reference to individual stocks is for illustration purpose only and does not guarantee their continued inclusion in the strategy’s portfolio, nor constitute a 
recommendation to buy or sell. 

ESG Rating Momentum 

ESG Rating Momentum shows the potential or score forecast of the current portfolio holdings.  
 
- The portfolio’s ESG Rating Momentum is slightly more weighted in the stable category compared to the benchmark. 

 
Source: MSCI ESG Research 
 
 
Carbon Intensity (T CO2E/$M SALES) 

- The portfolio’s carbon risk rating of “Moderate”, as defined by MSCI, is on par with the benchmark rating. 

- While the portfolio’s carbon intensity of 104.2 is higher than that of the broad market benchmark TOPIX at 96.2, it is lower 
than the Russell Nomura Large Cap Value index at 130.4. 

 

Data sources for the Portfolio and the Benchmark (TOPIX): Tokyo Stock Exchange, MSCI ESG Research and Nikko AM.  
*For reference purpose only. Data sources for RNLV (the Russell/Nomura Large Cap Value Index) and RNLG (the Russell/Nomura Large Cap Growth 
Index): MSCI ESG Research and Nomura Securities Co., Ltd. The Russell/Nomura Japan Equity Indexes are Japanese equity indexes developed jointly by 
Frank Russell Company and the Global Research Division, Financial Engineering & Technology Research Center, Nomura Securities Co., Ltd. 
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Data presented on this page is as at the end of the reporting period. Quantitative information provided within this report relates to a JPY based investment portfolio unless 
otherwise stated. Reference to individual stocks is for illustration purpose only and does not guarantee their continued inclusion in the strategy’s portfolio, nor constitute a 
recommendation to buy or sell. 

Weighted Average Carbon Intensity - Top Contributors 

  Name Weight Carbon 
Intensity 

Contribution 
to WACI 

% 
Contribution 

1 Chubu Electric Power Company, Incorporated 1.04% 1,583 16.70 16.03% 

2 Mitsui O.S.K. Lines, Ltd. 1.24% 971 12.14 11.66% 

3 Inpex Corporation 1.58% 620 9.91 9.52% 

4 Mitsubishi Chemical Group Corporation 1.33% 486 6.53 6.27% 

5 Nitto Boseki Co., Ltd. 1.02% 446 4.59 4.40% 

  Total 6.21% - 49.86 47.88% 
Source: MSCI ESG Research 
 
 
ESG Controversies Exposure 

ESG Controversies Flag Distribution is a snapshot of the current portfolio holdings’ Controversies exposure.  
 
- The portfolio does not hold any company with a “Red” flag. 
 

 
Source: MSCI ESG Research 
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Fund Information 

 Launch Date NAV Per Share ISIN Code Bloomberg Ticker Valoren Number 

Class B EUR 31 January 2019 EUR 14.05 LU1314309904 NKAJVBE LX 32618904 

Class A JPY 1 February 2016 JPY 2,156.57 LU1314308336 NKAJVAJ LX 31398395 

 
 

Business Development / Further Information 

Clive Paine 
United Kingdom & Ireland  
Phone: +44 (0) 20 3702 1043 
Email: Clive.Paine@nikkoam.com  

Michael Steiner 
Germany, Austria & Switzerland  
Phone: +49 (0) 69 505047 301 
Email: Michael.Steiner@nikkoam.com  

Tim Lord 
Middle East & Africa 
Phone: +44 (0) 203 702 1071 
Email: Tim.Lord@nikkoam.com  

Marleen Barents-Jager 
Benelux and Nordics  
Phone: +49 (0) 69 505047 304 
Phone: +31 (0) 6 21270470 
Email: Marleen.Barents-Jager@nikkoam.com  

Francesca Brindisi 
Italy & Spain  
Phone: +44 (0) 7872 161 751 

Email: Francesca.Brindisi@nikkoam.com  

 

 
 
Nikko Asset Management Europe Ltd         Nikko Asset Management Luxembourg S.A. 

Level 5, City Tower, 40 Basinghall Street, London, EC2V 5DE,  
United Kingdom 
Phone: +44 (0)20 7796 9866 
Fax: +44 (0)20 7796 9816 
Email: EMEAenquiries@nikkoam.com 

Nikko Asset Management Luxembourg S.A. (German Branch) 
Tower 185, Friedrich-Ebert-Anlage 35-37, 60327 Frankfurt am Main, 
Deutschland 
Phone: +49 (0) 69 505047 301 
Email: EMEAenquiries@nikkoam.com 

The copyright and intellectual rights to the index displayed above are the sole property of the index provider. Authorised and regulated by the 
Financial Conduct Authority. 

Number 122084 

  

mailto:Clive.Paine@nikkoam.com
mailto:Michael.Steiner@nikkoam.com
mailto:Tim.Lord@nikkoam.com
mailto:Marleen.Barents-Jager@nikkoam.com
mailto:Francesca.Brindisi@nikkoam.com
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Risk Information 

Risk and Reward Profile 

Lower risk  Higher risk 

Potentially lower reward  Potentially higher reward 

1 2 3 4 5 6 7 
 

Operational risk - due to issues such as natural disasters, technical problems and fraud. 

Liquidity risk - investments that could have a lower level of liquidity due to (extreme) market conditions or issuer-specific factors and or large 
redemptions of shareholders. Liquidity risk is the risk that a position in the portfolio cannot be sold, liquidated or closed at limited cost in an 
adequately short time frame as required to meet liabilities of the Sub-Fund. 

Derivative risk - the Sub-Fund may use derivatives as described in the  Objectives and Investment Policy. Use of derivatives results in higher 
chances of loss due to the use of leverage, or borrowing. Derivatives allow investors to earn large returns from small movements in the 
underlying asset's price. However, investors could lose large amounts if the price of the underlying assets moves against them significantly. 

Counterparty risk - the possibility that the counterparty, such as brokers, clearing houses and other agents be unable to perform its obligations 
due to insolvency, bankruptcy or other causes. 

Sustainability Risk 

The risk arising from any environmental, social or governance events or conditions that, were they to occur, could cause material negative 
impact on the value of the investment. Specific sustainability risk can vary for each product and asset class, and include but are not limited to: 
Transition Risk, Physical Risk, Social Risk and Governance Risk.   

 

Important Information 
Nikko AM Global Umbrella Fund is an open-ended investment company established in Luxembourg (the "Fund"). This information has been issued 
by Nikko Asset Management Luxembourg S.A. and is not aimed at or intended to be read by investors in any country in which the Fund is not 
authorised. 

The Fund is registered in multiple jurisdictions and some sub-funds and/or share classes may not be available in all jurisdictions.  This material is 
for information only and is not a recommendation to sell or purchase any investment.  

Any investment in the Fund may only be made on the basis of the current Prospectus and the Key Investor Information Document (KIID), 
as well as the latest annual or interim reports. Please refer to the "Risk Factors" for all risks applicable in investing in this Fund. These documents 
are available from our website emea.nikkoam.com or can be obtained free of charge from the Fund’s registered office in Luxembourg: Private 
Business Center 32 – 36, boulevard d’Avranches, L-1160 Luxembourg, Luxembourg. Swiss representative, Swiss paying agent and place of 
jurisdiction in Switzerland: BNP Paribas, Paris, Zurich Branch, Selnaustrasse 16, 8002 Zurich. Telephone: +41 582 126374. 

Past performance is not a guide to future performance. Market and currency movements may cause the capital value of shares and income from 
them to fall as well as rise and you may get back less than you invested. 

This document is prepared by Nikko Asset Management Co., Ltd. and/or its affiliates (Nikko AM) and is for distribution only under such 
circumstances as may be permitted by applicable laws. This document does not constitute personal investment advice or a personal 
recommendation and it does not consider in any way the objectives, financial situation or needs of any recipients. All recipients are recommended 
to consult with their independent tax, financial and legal advisers prior to any investment. 

This document is for information purposes only and is not intended to be an offer, or a solicitation of an offer, to buy or sell any investments or 
participate in any trading strategy. Moreover, the information in this document will not affect Nikko AM’s investment strategy in any way. The 
information and opinions in this document have been derived from or reached from sources believed in good faith to be reliable but have not 
been independently verified. Nikko AM makes no guarantee, representation or warranty, express or implied, and accepts no responsibility or 
liability for the accuracy or completeness of this document. No reliance should be placed on any assumptions, forecasts, projections, estimates or 
prospects contained within this document. This document should not be regarded by recipients as a substitute for the exercise of their own 
judgment. Opinions stated in this document may change without notice. 

In any investment, past performance is neither an indication nor guarantee of future performance and a loss of capital may occur. Estimates of 
future performance are based on assumptions that may not be realised. Investors should be able to withstand the loss of any principal investment. 
The mention of individual securities, sectors, regions or countries within this document does not imply a recommendation to buy or sell. 

Nikko AM accepts no liability whatsoever for any loss or damage of any kind arising out of the use of all or any part of this document, provided 
that nothing herein excludes or restricts any liability of Nikko AM under applicable regulatory rules or requirements. 
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All information contained in this document is solely for the attention and use of the intended recipients. Any use beyond that intended by Nikko 
AM is strictly prohibited. 

Japan: The information contained in this document pertaining specifically to the investment products is not directed at persons in Japan nor is it 
intended for distribution to persons in Japan. Registration Number: Director of the Kanto Local Finance Bureau (Financial Instruments firms) No. 
368 Member Associations: The Investment Trusts Association, Japan/Japan Investment Advisers Association. 

United Kingdom: This document is communicated by Nikko Asset Management Europe Ltd, which is authorised and regulated in the United 
Kingdom by the Financial Conduct Authority (the FCA) (FRN 122084). This document constitutes a financial promotion for the purposes of the 
Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the FCA in the United Kingdom, and is directed at professional 
clients as defined in the FCA Handbook of Rules and Guidance. 

Luxembourg and Germany: This document is communicated by Nikko Asset Management Luxembourg S.A., which is authorised and regulated 
in the Grand Duchy of Luxembourg by the Commission de Surveillance du Secateur Financier (the CSSF) as a management company authorised 
under Chapter 15 of the Law of 17 December 2010 (No S00000717) and as an alternative investment fund manager according to the Law of 12 
July 2013 (No. A00002630). 

MSCI: The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used 
as a basis for or a component of any financial instruments or products or indices.  None of the MSCI information is intended to constitute 
investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such.  
Historical data and analysis should not be taken as an indication or guarantee of any future performance analysis, forecast or prediction.  The MSCI 
information is provided on an “as is” basis and the user of this information assumes the entire risk of any use made of this information.  MSCI, each 
of its affiliates and each other person involved in or related to compiling, computing or creating any MSCI information (collectively, the “MSCI 
Parties”) expressly disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness, timeliness, non-
infringement, merchantability and fitness for a particular purpose) with respect to this information.  Without limiting any of the foregoing, in no 
event shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, without limitation, lost 
profits) or any other damages.  (www. msci.com). 

 


	Top 10 Holdings

