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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 157,259,836 
JPY 25,704.5 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 March 2024, the fund underperformed its benchmark by 1.25%. Its return of 10.59% was less than the 

11.84% return of the TOPIX Total Return Gross Index in EUR terms. 
 
Net Performance Returns (Class B EUR)     (in EUR terms) 

Class B EUR Jan-24 Feb-24 Mar-24 Q1 2024 CYTD 1 Year 3 Yrs 5 Yrs Since 
Inception* 

Fund 5.47% 1.14% 3.67% 10.59% 10.59% 22.22% 6.59% 8.95% 8.84% 

Benchmark 5.74% 2.86% 2.82% 11.84% 11.84% 24.23% 6.36% 8.16% 8.50% 

Excess Return -0.27% -1.72% 0.85% -1.25% -1.25% -2.01% 0.24% 0.80% 0.34% 

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).. 
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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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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. 

Reference: Net Performance Returns (Class A JPY)     (in JPY terms) 

Class A JPY Jan-24 Feb-24 Mar-24 Q1 2024 CYTD 1 Year 3 Yrs 5 Yrs Since 
Inception* 

Fund 7.62% 3.25% 4.69% 16.32% 16.32% 39.40% 16.09% 16.09% 11.71% 

Benchmark 7.81% 4.93% 3.76% 17.38% 17.38% 40.43% 14.86% 14.28% 10.68% 

Excess Return -0.20% -1.68% 0.93% -1.06% -1.06% -1.03% 1.23% 1.81% 1.03% 

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). 

 

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.  

 

Throughout the January-March quarter, expectations for 

the normalisation of Japanese monetary policy weighed on 

equities, culminating with the Bank of Japan scrapping its 

long-held negative interest rate policy in March. However, 

indications that the accommodative monetary 

environment would be maintained provided some relief. 

Overall, positive factors dominated, including the 

depreciation of the yen, the Tokyo Stock Exchange’s push 

to encourage listed companies to improve capital efficiency, 

and growth in the semiconductor industry amid the 

generative AI boom. As a result, the TOPIX (w/dividends) 

ended the period up 18.14% (in JPY terms). 

 

January: Stocks were weighed down by the rise in Japanese 

long-term interest rates stemming from the outlook for 

normalisation of the Bank of Japan’s monetary policy based on 

remarks made by the central bank’s governor at the press 

conference following the most recent Monetary Policy Meeting. 

However, this was more than offset by a number of positive 

factors including expectations for growth in the semiconductor 

industry amid AI-related demand, rising interest in Japanese 

equities from overseas investors on the back of strong 

corporate earnings, and anticipation of solid exporter earnings 

given the yen’s weakening trend against the US dollar. As a 

result, the TOPIX (w/dividends) ended the month up 7.81%. 

 

February: A number of positives bolstered stocks, including 

overall solid domestic corporate earnings and comments from 

the governor of the Bank of Japan (BOJ) implying that even if 

the BOJ were to scrap its negative interest rate policy, it would 

maintain monetary easing, which in turn led the yen to weaken 

further against the US Dollar amid the outlook for the 

prolongation of the BOJ’s ultra-loose policy, and spurred 

expectations for strong earnings for exporters. At the same time, 

investors are anticipating enhanced shareholder returns as a 

result of the Tokyo Stock Exchange’s push to encourage listed 

companies to improve capital efficiency. Japanese equities 

were also supported by the rise in US equities on the back of 

strong earnings results at major semiconductor firms 

benefitting from the generative AI boom. Overall, the TOPIX 

(w/dividends) rose 4.93%. 

 

March: In the first half of the month, stocks were weighed down 

by mounting expectations for the Bank of Japan (BOJ) to scrap 

its negative interest rate policy. In the latter half of the month, 

the BOJ did indeed announce at its Monetary Policy Meeting the 

elimination of its negative interest rate policy as well as the end 

of its purchases of exchange-traded funds (ETFs). However, the 

BOJ governor's press conference remarks indicating the 

continuation of the accommodative monetary environment for 

the time being had a positive effect on equities. At the same 

time, Japanese stocks were supported by the policy rate 

  Jan-24  Feb-24  Mar-24  Q1 24  YTD 

TOPIX  7.81%  4.89%  3.47%  17.00%  17.00%  

TOPIX Total Return Gross Index 7.81%  4.93%  4.44%  18.14%  18.14%  

Nikkei Stock Average (Nikkei 225)  8.43%  7.94%  3.07%  20.63%  20.63%  

Nikkei Stock Average (Nikkei 225) Total Return 8.44%  7.99%  3.78%  21.54%  21.54%  

MSCI Japan Gross Total Return 8.47%  5.47%  4.31%  19.34%  19.34%  
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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 
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outlook presented by policymakers at the US Federal Reserve’s 

March meeting as well as the view that the Fed will cut rates this 

year as expected based on remarks made by Fed chair Powell. 

The TOPIX (w/dividends) gained 4.44% on-month.

Investment Activity   
Major Transactions 

Key Purchases 

Sumco (3436 JP) holds 45% of the global share in high-end 
silicon wafers used in semiconductors. Its stock has declined 
23% since its peak in January 2018 on the back of weak short-
term earnings stemming from the prolongation of its clients’ 
inventory adjustments, and has underperformed the 
benchmark by 46%. However, the company’s current 
circumstances are different than in past periods when its stock 
declined, as despite holding excess inventory its clients have 
maintained the prices under their long-term contracts in 
anticipation of a recovery in demand in the medium term. 
Additionally, newer cutting-edge semiconductors tend to use a 
higher amount of silicon per area, while AI servers use 3.4 times 
more silicon than traditional servers. For this reason, a structural 
increase in demand for silicon wafers is likely and we therefore 
newly added the stock to the portfolio. 
 
Toto (5332 JP) is a major manufacturer of bathroom fixtures 
such as toilets, bathtubs, and vanities, boasting a 60% domestic 
market share. Its stock has declined 41% since its recent peak as 
of March 2021 on the back of weak short-term earnings and has 
sharply underperformed the benchmark by 72%. However, we 
believe the firm can transform its earnings structure as it 
expands into overseas markets and develops new business 
fields going forward thanks to its unique product development 
and design capabilities as well as its sophisticated production 
technology. We newly purchased the stock based on the view 
that there is significant room for a rerating in light of positives 
including the firm’s transition to the home remodelling 
business in China, increased global sales of its “washlet” toilet, 
and a potential earnings recovery going forward in its ceramic 
technology business (developed through its experience making 
bathroom fixtures), as well as its semiconductor manufacturing 
equipment business. 
 
Ube (4208 JP) is a chemicals maker offering a broad range of 
products from base materials such as nylon to electronic 
materials such as polyimide. The firm is ramping up its structural 
reform efforts, including making its cement business into an 
equity method affiliate, and planning to scale down its 
production of nylon material and close down its ammonia 
production facilities going forward. At the same time, it is 
concentrating corporate resources on growing business fields 

such as separation membranes which can improve the 
efficiency of the storage and concentration of carbon dioxide 
and hydrogen, in addition to newly establishing the US’s only 
production plant for lithium-ion battery electrolyte materials. 
We believe the firm has strong potential to grow its earnings 
over the medium to long term and also appears highly 
undervalued as its P/B ratio is around 0.6x. We therefore newly 
added it to the portfolio. 
 
Key Sales 

Nippon Paper Industries (3836 JP) is the second largest paper 
maker in Japan. Its stock is up +36% since its most recent low in 
October 2022 as investors bought back low valuation names. 
However, it continues to appear unlikely to achieve a full-scale 
earnings improvement as the firm is struggling to implement 
structural reforms aimed at adapting to changes in the 
operating environment such as lower demand and increasing 
competition. Although its P/B ratio is hovering around 0.3x, we 
believe it could take some time for the stock to rise and 
therefore exited our position. 
 
Denso (6902 JP) is a major auto parts maker affiliated with 
Toyota Motor (7203 JP). Its stock is up 30% in 2023, which is 1.3x 
our average purchase price, as it expands its product lineup for 
electric vehicles, which is a key area of strength for the firm, as 
well as due to investors’ positive view of the elimination of the 
cross-shareholding structure among Toyota group companies. 
We exited the name to take profits as further upside appeared 
limited following share price gains. 
 
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 an outlook for earnings to 
bottom out as well as higher conviction that demand will 
increase for generative AI servers which utilise the company’s 
products. Its share price is up 3x in the past year, which is 1.9x 
our average purchase price. Although we will continue to hold 
the stock, we reduced our position in order to secure excess 
returns. 
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Performance Attribution 
Top Five Contributors   

Ticker Stock Sector (GICS11) 
Average Weight 

Attribution 
Portfolio Benchmark Active 

7012 Kawasaki Heavy Industries Ltd. Industrials 2.10% 0.09% 2.02% 0.77% 

6501 Hitachi,Ltd. Industrials 3.04% 1.59% 1.46% 0.25% 

7936 Asics Corporation Consumer Discretionary 0.71% 0.13% 0.59% 0.22% 

8604 Nomura Holdings, Inc. Financials 1.10% 0.37% 0.73% 0.22% 

4661 Oriental Land Co., Ltd. Consumer Discretionary 0.00% 0.78% -0.78% 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 Hold 
Kawasaki Heavy Industries (7012 JP) is a comprehensive 
industrial machinery manufacturer which derives a large 
portion of its income from aircraft parts and motorcycles. The 
stock rebounded after undergoing correction in the previous 
quarter, as it rose on multiple positive catalysts for its new fiscal 
year earnings as well as expectations for its strategy for 
increasing profitability to begin to have an impact. We 
continue to hold a positive view of the firm’s hydrogen supply 
chain business, which is likely to be a profits driver in the 
medium term, as well as the firm’s strong position in 
developing robotic technology for practical use in a variety of 
fields. We will continue to hold the stock as we believe it 
remains highly undervalued. 

Continue to Hold 
Hitachi (6501 JP) is Japan’s leading industrial electronics 
maker. Its very capable and determined management team 
continues to implement structural reforms within the 
company. At present, the firm is focused on expanding its 
digital solution business centred on an IoT platform called 
Lumada. Its stock rose on strong earnings momentum as well 
as a re-rating of its electric power delivery and transmission 
business given the increased energy consumption stemming 
from rising AI-related demand. We will continue to hold the 
stock in the portfolio as we believe it has considerable potential 
to be further re-rated going forward.  
 

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 and achieving strong sales in North 
America and Greater China. Its stock rose on strong earnings 
momentum as well as investors’ positive view of its ambitious 

medium-term business plan. We believe there is significant 
room for earnings growth considering the company’s 
increasing sales centred on its overseas business and the 
impact of profitability improvements. We rebalanced the 
position following the share price gains, but plan to continue 
holding the stock. 

Continue to Hold 
Nomura Holdings (8604 JP) is the largest securities house in 
Japan. Until recently its earnings have continued to be sluggish 
and its stock rating low due to struggles with the overseas 
business it acquired after the global financial crisis. The firm’s 
stock gained in Q1 on strong short-term earnings against a 
backdrop of the solid performance of financial markets, 
including Japanese equities, in addition to expectations for 
earnings growth going forward due to the expansion to Japan’s 
“NISA” tax-exempt government investment scheme and the 
firm’s plans to eliminate a large volume of cross-shareholdings. 
We believe the stock still appears undervalued and has 
considerable potential to be re-rated going forward. We will 
therefore continue to hold the stock in the portfolio. 

 

Continue to Not Hold 

Oriental Land (4661 JP) operates the Tokyo Disneyland and 
Tokyo Disney Sea theme parks as well as hotels and commercial 
facilities. We do not hold the stock as it does not fit the 
strategy’s investment philosophy. With a P/E ratio of over 60x, 
we do not view this name as being undervalued. Due to the 
drop in its stock price in Q1, its absence from the portfolio had 
a positive impact on returns this quarter. 
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Top Five Detractors   

Ticker Stock Sector (GICS11) 
Average Weight 

Attribution 
Portfolio Benchmark Active 

8035 Tokyo Electron Ltd. Information Technology 0.00% 1.85% -1.85% -0.62% 

4062 Ibiden Co., Ltd. Information Technology 1.31% 0.11% 1.20% -0.43% 

9468 Kadokawa Corporation Communication Services 1.70% 0.04% 1.66% -0.42% 

4689 LY Corporation Communication Services 0.83% 0.17% 0.66% -0.33% 

6758 Sony Group Corporation Consumer Discretionary 4.10% 2.64% 1.46% -0.32% 

Source: FactSet. The tables above disclose average weights for the reporting period.   
 
In contrast, stocks which detracted from performance included the following: 

 

Continue to Not Hold 

Tokyo Electron (8035 JP) is a major semiconductor 

production equipment maker. We do not hold this stock as it 

does not fit the strategy’s investment philosophy and does not 

appear to be undervalued, trading with a P/E ratio of 54.89x. 

Due to the rise in its stock price in Q1, its absence from the 

portfolio had a negative impact on returns on a relative basis. 

 

Continue to Hold 

Ibiden (4062 JP) is a components manufacturer which has 

parlayed its ceramic technology into a focus on semiconductor 

packages. Its stock declined amid a deteriorating operating 

environment in addition to concerns that its share price could 

be diluted after it announced a new issue of convertible bonds 

on 28 February. However, we continue to believe that the firm 

is poised to grow sales of its main products amid the evolution 

in semiconductor technology and also increase the added 

value it provides. There is also potential for earnings growth 

going forward amid the generative AI boom. We will continue 

to hold the stock in the portfolio as we believe it still has 

considerable potential to be re-rated going forward. 

 

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 declined on deteriorating short-term earnings due to a 

pullback in its games business compared to the previous year 

when it released a major hit, as well as sluggish demand for its 

publishing business. However, 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 its intangible assets’ value and will continue to 

hold the stock. 

Continue to Hold 

LY Corporation (4689 JP) is a tech conglomerate that 

operates Japan’s largest online portal, Yahoo Japan. Its stock 

declined due to the outlook that the firm could receive more 

administrative guidance from the government than expected 

in regard to the measures it is taking to prevent another 

instance of a breach of personal information due to 

unauthorised access. Following the company’s formation 

through a merger between online portal operator Yahoo Japan 

and messaging app operator Line, we continue to expect the 

firm to enjoy synergies by leveraging Line’s 82 million chat 

users as well as the 55 million users of the mobile payment apps 

it operates, primarily under the Yahoo Japan brand. We believe 

the stock looks increasingly undervalued and will therefore 

continue to hold it. 

Continue to Hold 

Sony Group (6758 JP) is an electronics and 

game/entertainment conglomerate. We take a positive view of 

the firm’s globally renowned media platforms and intellectual 

property across broad business segments including games, 

movies, music, and animation. Its stock declined after the firm’s 

management presented a conservative outlook which 

indicated that next year’s earnings could be weak. However, we 

believe that the stock’s attractiveness from a medium-term 

perspective has actually increased due to the potential to 

achieve synergy between its various segments as well as 

expand into new business lines, such as virtual production, and 

B-to-B services utilising telecom and cloud technologies. 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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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%     1.15% -0.72% 0.42% 

Industrials 27.75% 24.23% 3.52% 23.34% 17.82% 5.52% 0.02% -0.50% 1.54% 

Health Care 3.58% 7.29% -3.71% 10.16% 7.93% 2.23% 0.36% -0.14% 0.44% 

Consumer Staples 3.67% 6.38% -2.71% 4.73% 5.13% -0.40% 0.35% -0.02% 0.33% 

Financials 11.16% 12.33% -1.17% 30.95% 27.76% 3.19% -0.11% -0.10% 0.20% 

Energy 2.22% 0.87% 1.35% 22.65% 27.73% -5.08% 0.14% 0.31% 0.03% 

Materials 5.90% 5.93% -0.03% 11.73% 11.36% 0.37% 0.02% 0.08% 0.03% 

Others 0.00% 0.02% -0.02% 0.00% 4.32% -4.32% 0.00% 1.52% 0.00% 

Utilities 0.94% 1.39% -0.45% 10.05% 15.97% -5.93% 0.01% -1.73% -0.05% 

Consumer Discretionary 19.67% 18.45% 1.22% 19.35% 20.04% -0.69% 0.04% 0.01% -0.10% 

Real Estate 0.33% 2.05% -1.72% 2.12% 25.62% -23.50% -0.14% 0.00% -0.23% 

Communication Services 10.51% 7.28% 3.23% 8.26% 12.77% -4.51% -0.16% -0.08% -0.67% 

Information Technology 12.07% 13.79% -1.73% 4.94% 18.78% -13.84% -0.04% -0.05% -1.77% 

Cash 2.21% 0.00% 2.21% 27.71% 0.00% 27.71% 0.66% 0.00% 0.66% 

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

 
Market Outlook 

In the January-March quarter of 2024, the strong US economy 
and sticky inflation brought down US long-term interest rates 
after they had risen too high in the previous quarter. At the 
same time, the shrinking gap between interest rates in the US 
and Japan led to the correction of the US dollar strengthening 
trend and spurred the yen to weaken again against the US dollar. 
The Japanese equity market rose sharply against a backdrop of 
strong corporate earnings, improvements in corporate 
governance at the microeconomic level, and the normalisation 
of Japanese monetary policy with the view that the economy is 
exiting deflation. The TOPIX (w/dividends), a broad market 
index capturing the performance of stocks listed on the Tokyo 
Stock Exchange (TSE), finished the quarter up 18.14% (in JPY 
terms). The strong performance of Japanese stocks stood out 
compared to their major counterparts (S&P500 +10.16%, NY 
Dow +5.62%, FT100 +2.84%, Hang Seng -2.97%; all in local 
currency terms). In fact, the Nikkei Stock Average (Nikkei 225), 
which measures the performance of 225 large, publicly owned 

companies in Japan, closed the period at 40,369 yen, a 34-year 
high. This market rally was led by semiconductor manufacturing 
equipment-related stocks (influenced by the strong earnings 
results of US-based chip maker Nvidia), and large-caps, and was 
also supported by momentum plays. This environment 
presented a headwind for our investment strategy and the 
portfolio underperformed the benchmark by 125bps (in EUR 
terms, on a net basis), following a relatively strong year in 2023 
when the strategy outperformed. 
 
The Japanese economy had 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”, but the Nikkei 
225 reaching new heights appears to be a sign that the 
economy is breaking out of this funk. Spurred by cost-push 
inflation, in 2023 the average wage hike was 3.58%, the highest 
in 30 years. Continuing this trend, so far this year’s spring 
negotiations between labour unions and corporate 
management have resulted in an average wage hike of 5.24%

 (based on the third provisional tabulation). Such steady 
progress implies a shift to an autonomous virtuous cycle of 
wage growth and consumer price increases. 
 
The Bank of Japan has moved toward normalising monetary 
policy, announcing a rate hike for the first time in 17 years, 
scrapping its negative interest rate policy, eliminating its yield 
curve control policy, and stopping its ETF purchases. However, 

the central bank has made clear its intention to maintain the 
accommodative monetary environment for the time being. 
 
A steadily increasing number of Japanese companies are 
disclosing initiatives in response to the Tokyo Stock Exchange’s 
request that listed companies make efforts to improve P/B 
ratios and ensure that corporate management approaches take 
into account capital costs and stock prices. As of the end of 
December 2023, out of the companies listed on the Prime 



NIKKO AM JAPAN VALUE FUND – Q1 2024  
 
 
 

 
 
 
 
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. 

Market of the TSE, 49% (815 firms) had either already disclosed 
or announced that they were in the process of considering such 
initiatives. By the end of February 2024 this had grown to 59% 
(969 firms), displaying a distinctive shift in awareness regarding 
disciplined corporate management. Starting from 2024, the 
TSE is releasing a list which is updated monthly showing listed 
companies along with their status of compliance with the 
disclosure request, with the expectation that increasing 
pressure from investors can encourage those companies which 
have not yet taken action to accelerate reforms aimed at 
improving capital efficiency. 
 
Although inflation is likely to cool in 2024, there is a risk that the 
impact of the sharp rate hikes implemented over a short period 
of time in the US and Europe could manifest with a time lag. 
There are also concerns regarding the sluggish Chinese 
economy and that divisions in the global economy could 
deepen further in line with changes in the geopolitical situation 
following a number of key elections in major economies 
around the world. However, we believe the outlook for the 
Japanese equity market remains strong as the Japanese 
economy and Japanese corporations are expected to continue 
making steady progress on structural change regardless of 
such global trends.                                                                                                                                                                                                                                             
 
We are also starting to see an evolution in companies’ 
management strategies as they seek to improve profitability in 
the medium to long term by utilising the historically high cash 
reserves accumulated under the deflationary environment to 
invest in human capital and fields where they hold a 
competitive advantage, as well as innovative R&D and M&As 
with an eye toward the future. Such moves by Japanese 
companies will also support Japan to eventually exit its low 
interest rate environment. While closely monitoring risk factors, 
we plan to capture these investment opportunities in our 
investment decisions. 
 
A Promising Start for the New NISA 
From 2024 Japan has replaced its existing tax-exempt 
investment scheme, the Nippon Individual Savings Account 
(NISA), with a new version which has made a promising start. 
Both the previous and the new version are tax-exempt, but the 
new NISA offers three major improvements compared to the 
version available up until last year:  
1. The maximum investment limit has been raised from JPY 

8 million to JPY 18 million (approx. USD 52,000 to 117,000). 
2. There is no longer a time limit on the tax-exempt period 

(previously 5 years). 

3. Cashing out investments frees up capacity under the 
investment limit again.  

 
In summary, it is possible to invest up to JPY 18 million, sell off 
some investments to take profits, and then make additional 
investments within the limit which will also be tax-free. 
 
Investment vehicles available for NISA accounts cover not only 
Japanese equities but also foreign equities and investment 
trusts (similar to mutual funds), but there is potential for 
increased inflows to Japanese stocks this year thanks to the 
new scheme. Although it has been observed with chagrin at 
times in the past that “Japanese investors don’t buy Japanese 
stocks”, this appears to be clearly changing as the Japanese 
equity market is seeing increased buying amid a net inflow to 
new NISA accounts of JPY 3.2 trillion (approx. USD 20.7 billion) 
for January-February alone, which is three times the pace under 
the previous system (according to a survey of 10 brokerages, 
including both traditional brick-and-mortar brokers and online 
brokers). 
 
In the past, there was a long period of time in Japan where 
banks largely held sway over companies receiving financing, by 
collecting deposits from households (including deposits to the 
previously available “Maruyu” tax-exempt savings account), 
and supporting the development of industry through lending. 
However, now the country is entering an era where 
shareholders hold increasing power and supervision over 
corporate management, as households are being encouraged 
to shift from savings to investment, with the newly expanded 
NISA offering a higher limit to tax-exempt investment 
supporting this trend. 
 
Japan’s household financial assets currently stand at JPY 2,043 
trillion (approx. USD 13.2 trillion), but cash/bank deposits 
account for a large portion at 53.8% while equities and other 
marketable securities account for only 11.7%. Compared with 
the West, where equities account for 39.4% of US household 
assets and 21.0% of European household assets, Japan’s ratio 
appears starkly low (all figures as of end-March 2023). There 
was a time when Japanese households held more securities, in 
fact they accounted for as much as 20.7% of financial assets in 
March 1990, or almost double the current ratio. However, after 
this time the Japanese bubble economy burst, which was 
followed by a recession coupled with the strong yen and then 
the global financial crisis in 2008. Japanese households reacted 
to these difficult experiences by squirrelling away cash, despite 
the low interest rate environment. However, there are hopes 
that the younger generations who have not been discouraged 
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by weathering such market crashes will lead a resurgence in 
investment, supported by the expanded limits of the new NISA 
system, the Japanese economy’s exit from deflation, and 
growth in Japanese corporate earnings backed by improved 
corporate governance.   
 
A Balancing Act Between Decarbonisation and Rising 
Energy Demand due to Digitalisation 
The boom in generative AI and the rising need for data centres 
and high-performance semiconductors is creating higher 
demand for energy. The amount of energy required for 
generative AI to learn from massive data sets and automatically 
generate pictures and writing is significantly larger than 
existing digital technologies such as web searches. It is said that 
a single use of ChatGPT consumes around 10 times the energy 
of a Google search.  
 
The Japan Science and Technology Agency, a public research 
and development institution, has estimated that by 2030 the 
power consumption from data centres alone will be 14 times 
higher than 2018 levels. In order to operate data centres 
sustainably, not only is it essential to address the energy supply 
side by transitioning to low carbon energy sources, but also the 
demand side by reducing energy consumption, namely by 
increasing the efficiency of IT equipment. 
 
We are particularly interested in the Innovative Optical and 
Wireless Network (IOWN) initiative led by telecommunications 
firm Nippon Telegraph and Telephone (“NTT”; 9432 JP). IOWN 
uses NTT’s energy-efficient photonics-based technology to 
seamlessly connect devices at the edge of the network (such as 
smartphones, sensors, wearables, vehicles, etc.) to 
infrastructure (like computers and data centres). The aim is to 
create a communications network with ultra-high capacity 
(data processing volume 125 times greater than networks 
today), ultra-low latency (near-instant transmissions with end-
to-end latency reduced by over 200 times), and ultra-low 
power consumption (100 times more efficient than today). 
With such technology, it could be possible to only need to 
charge a smartphone once per year. 
 
While NTT is making progress on researching and testing this 
technology on its own, it has also joined forces with a number 
of global players to develop international standards for data 
infrastructure technology, aiming to make IOWN a reality by 
2030 and increase its adoption, then gradually commercialise 
it. Its partners include US firms Intel and Microsoft, Korea’s SK 
Hynix and Samsung Electronics, and Japan-based Sony Group 
(6758 JP). In addition to hoping that this Japan-made 

technology will contribute to solving environmental issues 
around the world, we are sharing the risks of the transition 
through our investment in the firm on the view that this project 
will both contribute to society as well as support NTT’s earnings 
growth. 
 
Key Macro Economic Indicators 

CPI (Inflation) 
In February 2024, Japan’s national core consumer price index 
(CPI), which excludes fresh food, increased significantly 
compared to the on-year rise of 2.0% seen in January with on-
year growth of 2.8%. This was mainly the result of the effects of 
measures to curb extreme energy price rises wearing off in 
comparison to the previous year. At the same time, Japan’s 
national “core-core” CPI, which shows general underlying price 
rises with fresh food and energy excluded, edged downward 
from the on-year rise of 3.5% seen in January with an on-year 
climb of 3.2% in February. The figure is on a downward trend 
after hitting a peak of 4.3% in July and August 2023. A 
breakdown of the data shows that, although on-year growth in 
food prices (excluding fresh food) exceeded 9% in mid-2023, it 
has slowed since then and eased to a 5.3% on-year rise in 
February. This was the main factor in the overall decline. Labour 
costs are currently still rising and price increases are expected 
to continue intermittently in 2024. However, the contribution 
of food price rises to CPI growth is expected to ease and a 
cyclical rise in wages and prices looks likely to pick up more 
speed as higher labour costs due to wage hikes are increasingly 
passed through to the prices of goods and services. These 
factors are expected to boost Japan’s economy. 
 
Wages 
In the main series of data on Japan’s nominal wages, which 
shows changes in Japan as a whole rather than “same-
company” changes, the preliminary figure for February was up 
by 1.8% on-year, showing an increase for the 26th straight 
month. The figure was also higher than the growth of 0.8% 
seen in December 2023 and the 1.2% average rise seen in 2023. 
A breakdown of the nominal wage data shows that basic wages 
climbed by 2.0% on-year and have moved upward by 
approximately 2.0% on-year since around summer 2023. Full-
time basic wage figures, which primarily show trends in the 
wages of permanent/salaried workers, showed their 37th 
straight month of growth in February with a 2.4% on-year rise. 
Hourly wages for part-time workers climbed for the 32nd 
straight month in February with an on-year increase of 3.9%. 
The strong growth in hourly wages in the current phase looks 
likely to be a result of the labour supply-demand crunch. In 
addition, according to the third tally of data released by the 
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Japanese Trade Union Confederation (Rengo) on 4 April, the 
average wage increase in the 2024 “shunto” round of wage hike 
negotiations was 5.24%. This represented growth of 
approximately 1.7 percentage points compared to the final 
tally of 3.58% in 2023 and was the highest increase in 33 years. 
The average wage increase for small and medium-sized unions 
with fewer than 300 members was 4.69%, indicating that wage 
hikes are speeding up in small and medium-sized enterprises 
as well as in large companies. The data show that companies 
with room to hike wages responded to the talks quickly and 
proactively in view of soaring prices and competition for talent. 
The effects of the 2024 round of “shunto” negotiations are likely 
to be seen from around spring to summer, when growth in full-
time basic wages is expected to accelerate further and 
households' consumer confidence is expected to improve. 
 
Bank of Japan Tankan Survey 
In the Bank of Japan’s Tankan survey of Japanese companies’ 
views on the economy for March, the diffusion index (DI) of 
views on business conditions for large manufacturing 
enterprises worsened by two points to +11. This was the first 
drop in the DI for large manufacturing enterprises in five 
quarters. The DI for views on business conditions in the motor 
vehicles sector plunged by 15 points due to large drops in 
production and sales volume caused by the suspension of 
operations at some factories of automobile manufacturers. At 
the same time, the DIs for sectors including petroleum & coal 
products and food & beverages improved. The figure for large 
non-manufacturing enterprises continued to show sustained 
improvement with a rise of 34 points, which was slightly above 
market forecasts. The DI for transport & postal activities 
improved by 8 points due to strong performances in industries 
related to service consumption such as 
accommodation/restaurants, food services, entertainment, 
and transport. An increase in the use of railways due to growing 
inbound tourism demand also made a contribution. Business 
confidence has continued to be dominated by non-
manufacturing industries since June 2023. The outlook for 
general prices, which companies indicate based on assumed 
CPI, showed an on-year rise of 2.4% for one year ahead, an on-
year increase of 2.2% for three years ahead, and an on-year 
incline of 2.1% for five years ahead for all company sizes and all 
industries. All the figures were at the same level as in the 
previous survey for December. Given that companies’ inflation 
forecasts have stabilised at around 2%, the improved price 
outlook is expected to stimulate economic activity. 
 
 
Retail Sales 

According to figures released by the Ministry of Economy, 
Trade and Industry, the amount of nominal retail sales in Japan 
increased by 1.5% on-month in February, greatly exceeding the 
market forecast of a 0.6% rise. It was the second straight month 
to see an increase. Within that figure, sales at department 
stores, sales of electronic appliances and sales at convenience 
stores grew. Given that temperatures in Japan remained 
unseasonably high in February, strong sales of spring goods are 
likely to have boosted retail figures. The increase in department 
stores sales in February appears partly to reflect the asset effect 
from recent strength in the equity market as well as the impact 
of inbound consumption. On the other hand, automobile and 
fuel retailing sales declined. These figures were adversely 
impacted by the above-mentioned weather factors, which 
caused drops in sales volumes of products such as kerosene, as 
well as factory production shutdowns by some automobile 
manufacturers resulting in fewer vehicle sales. Despite 
volatility attributable to circumstances such as the weather and 
situations at individual companies, overall retail sales appear to 
be on an expansionary trend. In terms of the outlook, the tally 
of wage increases for the current fiscal year announced by the 
Japanese Trade Union Confederation (Rengo) shows that 
wages have increased at a significantly higher rate than in the 
previous year. It also shows that wage hikes are spreading to 
small and medium-sized enterprises. Combined with a 
slowdown in inflation, this trend is forecast to result in real 
wages turning positive in the second half of 2024. In turn, this 
development is expected to increase momentum in consumer 
spending. 
 
Japan Outlook Vs Other Regions 

Inflation has been slower to cool in the US and other developed 
countries than market participants had anticipated. As the 
strength of inflation was seen to reflect a post-pandemic surge 
in pent-up demand, supply chain disruptions and the resulting 
increase in resource prices, the impact of those contributory 
factors was expected to dissipate over time. Given how sticky 
the recent inflation has been, however, the current situation 
still cannot be explained solely by the factors mentioned above. 
Monetisation of government bond debt and large fiscal deficits, 
mainly in advanced economies, are also thought to be keeping 
inflation high. There are also concerns about the adverse 
impact rapid monetary tightening could have on economies. 
This is forcing national central banks to make difficult decisions 
about when interest rates should be cut. At the same time, 
economic activity in the US remains comparatively strong, 
making it difficult to determine whether the current 
macroeconomic environment will slow down or enter a period 
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of stability. The current situation also suggests that stock 
market gains may have reached a plateau. 
 
This backdrop appears to have created a situation in which 
Japan’s economy is being supported by inflation. The wave of 
inflation Japan has experienced was initially brought about by 
higher import prices, which in turn caused domestic inflation 
to rise. A subsequent improvement in supply and demand 
conditions has enabled companies to pass on the higher input 
costs to consumer prices, and the environment is finally 
shifting to one in which households can benefit from higher 
wages. The Bank of Japan has recognised this change in the 
environment and has started to normalise its monetary policy 
in response. At the same time, it will take a considerable 
amount of time for the differential between interest rates in 
Japan and elsewhere to be resolved. As a result, yen 
depreciation is expected to continue to support Japanese 
industry and encourage investment inflows from overseas. 
From a long-term perspective, the Tokyo Stock Exchange is 
actively encouraging listed companies to be more conscious of 
capital costs and share prices. We feel that these reforms will 
drive a further re-rating of Japanese stocks. 
 
Portfolio Outlook 

The Japanese economy had 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”, but the 
Nikkei Stock Average reaching new heights appears to be a 
sign that the economy is breaking out of this funk. We remain 
bullish on the Japanese equity market going forward 
considering the steady progress on corporate structural 
reforms as well as reforms within the Japanese economy as 
whole. 
 
As for the global economy, although inflation is now 
dampening down, we see a risk that the impact of the sharp 
rate hikes implemented thus far over a short period of time in 
the US and Europe could manifest with a time lag. There are 
also concerns regarding the sluggish Chinese economy and 
that divisions in the global economy could deepen in line with 
changes in the geopolitical situation following a number of key 
elections in major economies around the world. 
 

In 2023 the average wage hike in Japan was 3.58%, the highest 
in 30 years, and this trend is continuing with an average wage 
hike of 5.24% so far in 2024 (based on the third provisional 
tabulation of results of spring negotiations between labour 
unions and corporate management). Against this backdrop, in 
March the Bank of Japan announced a rate hike for the first time 
in 17 years, scrapped its negative interest rate policy, 
eliminated its yield curve control policy, and stopped its ETF 
purchases. 
 
Although the Bank of Japan has indicated it will maintain the 
accommodative monetary environment for the time being, we 
believe there is a clear shift to an autonomous virtuous cycle of 
wage growth and consumer price increases, gradually 
increasing the possibility of the Japanese economy’s long-
awaited exit from deflation. 
 
There is also clear progress on improvements to corporate 
governance in Japan. We are paying close attention to 
companies’ efforts to improve profitability in the medium to 
long term by utilising the historically high cash reserves 
accumulated under the deflationary environment to invest in 
human capital and fields where they hold a competitive 
advantage, as well as innovative R&D and M&As with an eye 
toward the future. 
 
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 stagflation stemming from sticky 
inflation 

2. Rising global geopolitical risk 
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 

 Dec-23 Mar-24 

Stock Weighting 98.16% 97.77% 

Cash Weighting 1.84% 2.23% 

Number of Stocks 92 90 

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 Benchmark Active  Fund Benchmark Active 

Toyota Motor Corporation 4.97% 5.36% -0.39%  Kawasaki Heavy Industries,Ltd. 2.62% 0.10% 2.52% 

Mitsubishi UFJ Financial Group,Inc. 3.83% 2.36% 1.47%  Nintendo Co.,Ltd. 3.46% 1.34% 2.12% 

Sony Group Corporation 3.64% 2.35% 1.30%  Fujifilm Holdings Corporation 2.31% 0.49% 1.83% 

Nintendo Co.,Ltd. 3.46% 1.34% 2.12%  Hitachi,Ltd. 3.27% 1.71% 1.56% 

Hitachi,Ltd. 3.27% 1.71% 1.56%  Mitsubishi UFJ Financial Group,Inc. 3.83% 2.36% 1.47% 

Sumitomo Mitsui Financial Group 2.78% 1.59% 1.20%      

Kawasaki Heavy Industries,Ltd. 2.62% 0.10% 2.52%      

Mitsubishi Corporation 2.35% 1.82% 0.54%      

Fujifilm Holdings Corporation 2.31% 0.49% 1.83%      

Mitsui & Co.,Ltd. 2.10% 1.44% 0.66%      

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 Benchmark Diff.    Portfolio Benchmark Diff. 

Over US$ 50 Bln 32.85% 37.38% -4.54%  ROE (Estimate)* 10.19% 12.74% -2.54% 

US$ 10 Bln to US$ 50 Bln 21.57% 33.94% -12.37%  PER (Estimate, x)* 14.37 16.31 -1.94 

US$ 3 Bln to US$ 10 Bln 22.24% 15.44% 6.80%  PBR (Actual, x) 1.36 1.64 -0.28 

US$ 1 Bln to US$ 3 Bln 14.49% 7.94% 6.54%  Dividend Yield (Estimate)* 2.15% 2.03% 0.12% 

Less than US$ 1 Bln 6.62% 5.29% 1.33%  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 2.23% 0.00% 2.23%  

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 Benchmark 

Standard Deviation 15.06 14.62 

Beta 1.01 -- 

Active Risk (Ex-Ante TE) 2.74 -- 

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. 

 
Nikko AM Proxy Voting and Stewardship Activities 

In February 2024 we announced revisions to our proxy voting 

standards for Japanese stocks. The new standards will be 

applied to voting associated with general shareholders 

meetings held from April 2024 onwards. The key revisions are as 

follows: 

 

1. Director appointments (expanded markets to which 

requirements regarding female directors are applicable): 

Previously, in principle, we voted against proposals to 

appoint directors who are top managers at companies that 

have no female directors, but limited to companies listed on 

the Tokyo Stock Exchange’s Prime Market. However, we have 

now expanded this principle to all markets. 
 

2. Outside director appointments (raised required board 

meeting attendance ratio): Raised ratio of board of directors 

meeting attendance required for reappointment from at 

least 75% to at least 80%. 
 

3. Appointment of statutory auditors (added principle of 

opposition if misconduct has occurred): Established a rule to 

oppose proposals for statutory auditor appointments in 

principle in cases where a controversy has occurred at a 

company and the candidate is deemed to have been 

involved with or responsible for the misconduct. 
 

4. Statutory auditor appointments (raised required board of 

directors and board of statutory auditors meeting 

attendance ratios): Raised the ratio of board of directors and 

board of statutory auditors meeting attendance required for 

reappointment from at least 75% to at least 80%. 
 

5. Shareholder proposals (clarified our stance on proposals 

regarding disclosures on climate change action): In principle, 

we make decisions on shareholder proposals after 

individually examining them in view of potential 

improvements in medium- and long-term shareholder value. 

However, we will vote in favour of shareholder proposals on 

the disclosure of action to address climate change in 

principle, except for in the below-mentioned cases: 
 

1)  cases where action taken by the company is already in 

line with the proposal’s content; and   

2) cases where putting the proposal into practice would 

disadvantage the company or constrain its business 

activities. 

 

Refer to the below press release for more details. 

https://en.nikkoam.com/files/english_press_releases/2024/240

215_01.pdf  

 

In March 2024 we sent a letter to companies at whose general 

shareholders meetings we voted against shareholder proposals 

related to climate change. The letter explained our reasons for 

opposing the proposals and actions we would like to see from 

the companies in the future. The letter conveyed our intention 

to avoid situations in which votes in opposition of such 

shareholder proposals (votes in favour of companies) are 

interpreted as allowing companies to slow down their 

decarbonisation initiatives. 
 
Proxy Voting Activity 
 

The number of companies that held general shareholders 
meetings during this quarter was 14. We voted against two 
proposals regarding the appointment of outside directors due 
to doubts over their independence.

 
Proxy Voting Results 

 Number of Meetings Number of Items Voted 
Votes Against Management 

Recommendations 
Number Percentage 

The Fund 14 162 2 1.23% 
Source: Nikko AM and Institutional Shareholder Services Inc. 
 
Breakdown of Votes Cast Against Management Recommendations 
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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 
 
 
Key Companies Engaged with in Quarter  

Amada (6113 JP) is a major metal processing equipment 

manufacturer. We held a discussion with Director Kazuhiko 

Miwa, the company’s officer responsible for finance. It was our 

first engagement discussion with the company in 

approximately four years. So far, we have defined improving the 

transparency of the board of directors by bringing in highly 

independent outside directors as one of the issues for the 

company to address, and have continuously encouraged it to 

do so through engagement meetings. 

 

The company reshuffled its outside directors in the past two 

years (June 2022 and June 2023). Specifically, the company 

appointed Harumi Kobe (female, former member of the Japan 

Ministry of Finance) in June 2022 and Hiroyuki Sasa (former 

president of medical equipment maker Olympus) in June 2023. 

Michiyoshi Mazuka left the company in June 2023 after nine 

years in the position. We believe that the appointments of the 

two new outside directors have ensured that the board of 

directors is run with greater transparency and accountability 

than the previous board, which was composed of outside 

directors who were acquaintances of the firm’s late Chairman, 

Mitsuo Okamoto. 

 

In addition, the number of board meetings has been increased 

from eight to ten this fiscal year, and the board now also 

supervises the status of the company’s businesses, including 

monitoring progress made in its medium-term business plan. 

The board's effectiveness is expected to be further enhanced by 

the ongoing, gradual replacement of outside directors (two 

outside directors who have held the post for a long time still 

remain on the board). 

 

In our recent discussion with the company, we shared our views 

on issues related to the operation of its board of directors, 

executive remuneration, HR framework, management KPIs and 

other such matters (detailed below). Our impression is that 

Kazuhiko Miwa, with whom we held the engagement, broadly 

shares our view on the issues to be addressed. It seems to us 

that the management team's views are not necessarily 

monolithic. As a result, although achieving the outcomes 

expected by shareholders while gaining understanding within 

the company, including the top management, is a large task 

0 0
1 1
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that will be difficult to achieve, we believe that the company can 

strengthen the effectiveness of its management with the 

support of its outside directors. We also feel that the resumption 

of shareholder relations activities at this time is a positive 

development that demonstrates the company’s willingness to 

bring the views of shareholders and investors to the 

management’s attention. 

 

Key Issues to Address Shared by Nikko AM 

 The ROE improvement targets set out in the company’s 

medium- and long-term business plans (8% ROE in FY2025 

and 10% ROE in FY2030) should be more ambitious. 

 

 There is a lack of clarity with regards to how the short-term 

bonus is determined in the overall executive compensation. 

 

 Given the small number of meetings held by the company’s 

board as well as its nomination and compensation 

committee, we are not sure if the company’s medium- and 

long-term issues to address or other such governance 

matters are being discussed sufficiently.  

 

 The company needs to create an HR framework that reflects 

individual employees’ results and performances as well as 

align management KPIs and operational KPIs. 

 

Key Research - From ESG/SRI Perspective 

Mitsubishi UFJ Financial Group (8306 JP) is Japan’s largest 

megabank. A shareholder proposal calling for climate change 

disclosure was submitted at the company’s June 2023 general 

shareholders meeting. We engaged both with the submitters of 

the proposal and the company to deepen our understanding of 

the proposal’s details. Subsequently, we considered our 

approach to responding to the proposal while taking into 

account our global focus. We broadly agreed with the content 

of the shareholder proposal given that it requires climate 

change-related disclosure. However, we also thought that the 

company’s action in this area is already in line with the Net Zero 

Banking Alliance (NZBA) guidelines, it has set an interim target 

for 2030 for high-emitting sectors, and it has disclosed progress 

towards the target in its Task Force on Climate-related Financial 

Disclosures (TCFD) report. We therefore voted against the 

proposal on the grounds that the company is addressing the 

area sufficiently at this stage. In addition, we deemed the 

request by the submitters of the shareholder proposal for the 

disclosure of all Scope 3 emissions in the value chain to be too 

burdensome for the company at this stage, partly in view of the 

financial industry’s technical issues with measuring Scope 3 

emissions. 

 

After general shareholders meetings we hold ongoing 

engagement with companies for which we voted in favour of 

shareholder proposals. However, we also decided to send a 

letter to MUFG, in addition to other companies for which we had 

voted against shareholder proposals, explaining the reasons for 

our opposition vote and our expectations for future 

decarbonisation efforts based on our view that there may be 

other means of decarbonisation. Our intention in sending the 

letter was to avoid a situation in which a vote in opposition of 

such a shareholder proposal is interpreted as allowing the 

company to slow down its decarbonisation initiatives. 

 

In addition, we conveyed our expectations for future efforts 

including continued initiatives by the company to limit risk in its 

investment and lending portfolios and to pursue opportunities 

such as sustainable finance as the world moves towards a 

decarbonised society. We also called for the company to make 

further progress in measuring Scope 3 emissions in the coming 

years by overcoming the technical challenges in that area. At 

the same time, the letter included a demand for the company 

to provide stakeholders with easy-to-understand disclosures on 

the status of its initiatives in the aforementioned areas. 

 

Key Research - From Government/Policy Perspective 

On 29 March, the Sustainability Standards Board of Japan (SSBJ) 

published draft Japanese sustainability disclosure standards for 

corporations based on International Sustainability Standards 

Board (ISSB) standards S1 and S2. Public comments on the draft 

will be accepted until 31 July and the standard is scheduled for 

finalisation in March 2025. Although some minor points are still 

under discussion, our understanding is that the draft was 

created with an emphasis on avoiding significant impairments 

in international compatibility and is broadly in line with the ISSB 

standards. On 26 March, the Japan Financial Services Agency 

(FSA) presented a rough timetable for mandatory disclosure at 

a study meeting.  

 

It currently appears that the FSA is considering phasing in 

mandatory disclosure according to a firm’s market 

capitalisation. Two proposals have been presented: (1) 
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mandatory disclosure in the fiscal year ending March 2027 for 

companies with market cap of JPY 3 trillion (approx. USD 19.4 

billion) or more and in the fiscal year ending March 2028 for 

companies with market cap of JPY 1 trillion (approx. USD 6.5 

billion) or more; or (2) mandatory disclosure in the fiscal year 

ending March 2028 for companies with market cap of JPY 3 

trillion or more and in the fiscal year ending March 2029 for 

companies with market cap of JPY 1 trillion or more. It is 

expected that all companies on the Prime Market will be 

covered by the requirement in the 2030s following a reasonable 

grace period. 
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ESG Overview 
− As of the end of March 2024, the Portfolio ESG Rating is “AA” which is above that of the benchmark rating. 

 

 Portfolio Benchmark 

ESG Quality Score 7.17 7.02 

ESG Rating AA 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 - 

39%) 

Governance 
(Weight - 

39%) 

7.2 5.5 5.5 5.6  7.0 5.6 5.5 5.5 

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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ESG Rating Momentum 

ESG Rating Momentum shows “trend”, the percentage of the portfolio’s market value coming from holdings that have had an ESG 

Ratings upgrade, downgrade or have been stable since their previous ESG Rating assessment.  
 

- The portfolio’s ESG Rating Momentum is slightly more weighted in the upward 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 94.9 is higher than that of the broad market benchmark TOPIX at 81.9, it is lower 

than the Russell Nomura Large Cap Value index at 119.7. 

 

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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Weighted Average Carbon Intensity - Top Contributors 

  Name Weight Carbon 
Intensity 

Contribution 
to WACI 

% 
Contribution 

1 Chubu Electric Power Company, Incorporated 0.94% 1,583 15.00 15.80% 

2 Mitsui O.S.K. Lines, Ltd. 0.99% 836 8.35 8.79% 

3 Inpex Corporation 1.78% 392 7.05 7.43% 

4 Nitto Boseki Co., Ltd. 1.03% 462 4.80 5.05% 

5 Mitsubishi Chemical Group Corporation 1.11% 407 4.58 4.82% 

  Total 5.84% - 39.76 41.89% 

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 15.48  LU1314309904 NKAJVBE LX 32618904 

Class A JPY 1 February 2016 JPY 2,469.04 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) 
Frankfurt SPACES Tower ONE, Brüsseler Str. 1-3,  
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 
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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. 

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. 
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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 Secteur 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). 

 


