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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 216,333,788 
JPY 35,205.98 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 December 2024, the fund outperformed its benchmark by 1.69%. Its return of 5.41% was greater than the 
3.72% return of the TOPIX Total Return Gross Index in EUR terms. 
 
Net Performance Returns (Class B EUR)     (in EUR terms) 

 Oct-24 Nov-24 Dec-24 Q4 2024 CYTD 1 Year 3 Years 5 Years Since 
Inception* 

Fund -2.20% 5.41% 2.13% 5.29% 17.95% 17.95% 7.64% 7.48% 8.85% 

Benchmark -1.65% 3.72% 1.12% 3.14% 14.96% 14.96% 6.31% 6.39% 7.88% 

Excess Return -0.54% 1.69% 1.01% 2.15% 3.00% 3.00% 1.33% 1.09% 0.97% 

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. *Class B EUR inception date is 31 January 2019. 

Source: Nikko AM and the fund custodian (BNP Paribas). BM Source: JPX Market Innovation & Research, Inc. or affiliates of JPX Market Innovation & Research, Inc. 
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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 or sectors 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 Review                                                                                                                                (in JPY terms) 

 
Oct-24  Nov-24  Dec-24  Q4 24  YTD 

TOPIX  1.87%  -0.55%  3.89%  5.25%  17.69%  
TOPIX Total Return Gross Index  1.88%  -0.51%  4.02%  5.43%  20.45%  
Nikkei Stock Average (Nikkei 225)  3.06%  -2.23%  4.41%  5.21%  19.22%  
Nikkei Stock Average (Nikkei 225) Total Return  3.07%  -2.22%  4.53%  5.35%  21.33%  
MSCI Japan Gross Total Return  2.34%  -0.75%  4.30%  5.94%  21.15%  

Sources: JPX Market Innovation & Research, Inc. or affiliates of JPX Market Innovation & Research, Inc. for TOPIX indices, Nikkei Inc. for the Nikkei 225 index and MSCI Inc. for 
the MSCI Japan index.  

 
During the October-December quarter, the Japanese equity 
market reacted negatively to geopolitical events such as 
Japan’s ruling party losing its absolute majority in the lower 
house election and concerns regarding the incoming US 
administration’s policy positions such as higher tariffs. 
However, overall Japanese stocks were supported 
throughout the period by the weakening of the yen against 
the US dollar and solid gains by US equities. The TOPIX Total 
Return Gross Index ended the period up 5.43% (in JPY 
terms). 
 
October: Equities were weighed down by investors’ rising risk 
aversion amid escalating tensions in the Middle East involving 
Israel and Iran, in addition to political uncertainty in Japan 
following the unexpected results of the lower house election. 
However, overall the market was supported by the depreciation 
of the yen against the US dollar and resulting expectations for 
exporters’ strong earnings against a backdrop of US Federal 
Reserve Chair Jerome Powell’s remarks that overall the US 
economy is in solid shape, a receding outlook for the Bank of 
Japan to introduce additional rate hikes in light of remarks by 
prime minister Shigeru Ishiba, and diminishing expectations 
regarding the US Fed’s rate cuts. As a result, the TOPIX Total 
Return Gross Index ended the month up 1.88%. 
 

November: Japanese equities were supported by the rise in US 
stocks backed by economic indicators pointing to a solid US 
economy as well as expectations for the upcoming US 
administration to push for tax breaks and regulatory easing. 
However, this was outweighed by negatives, such as concerns 
that the Bank of Japan could introduce additional rate hikes 
based on remarks made by the Bank’s governor, in addition to 
deteriorating investor sentiment stemming from the US 
President-elect’s stated plans to increase tariffs on goods from 
China, Canada, and Mexico. Overall, the TOPIX Total Return 
Gross Index fell 0.51%. 
 
December: At the latest US Federal Open Market Committee 
(FOMC) meeting, the Federal Reserve indicated a cautious 
approach to rate cuts in 2025, which triggered US stocks to dip 
at times and therefore weighed down Japanese equities as well. 
However, this was outweighed by positive factors, including 
anticipation that Japan’s Government Pension Investment 
Fund (GPIF) would boost the allocation to Japanese equities 
within its assets under management after it announced plans to 
raise its return-on-investment target. Japanese stocks were also 
supported by expectations for exporters to deliver strong 
earnings amid the depreciation of the yen against the US dollar 
as the outlook receded for the Bank of Japan to make additional 
rate hikes in the near term. Against this backdrop, the TOPIX 
Total Return Gross Index rose 4.02%.
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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 or sectors 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  

Toyota Motor (7203 JP) is a major automaker. The firm does 
not currently set a ROE target, but at its November earnings call 
it indicated that discussions had entered the final stage in 
regard to setting a 20% ROE target. As a result, investors are 
projecting that the firm can increase its profit margin through 
the expansion of after-sales services such as vehicle software 
updates, in addition to improving its capital efficiency via the 
sale of cross-shareholdings within the Toyota group and 
increased share buybacks. The firm’s share price has fallen 
almost 29% from its most recent peak in March 2024. We believe 
there is higher potential for a re-rating of the firm’s hybrid 
electric vehicle technology, which is one of its key strengths, 
and that the stock looks increasingly undervalued. We therefore 
added to our position while also taking into consideration the 
exit from our position in rival automaker Honda Motor (7267 JP).  
 
Denka (4061 JP) is a chemicals maker which manufactures 
items ranging from synthetic rubber and electronic materials to 
vaccines and reagents. Its stock has declined 37% over the past 
three years on the back of deteriorating short-term earnings 
and has sharply underperformed the benchmark by 76%. We 
hold expectations for the firm’s structural reforms, including its 
exit from the chloroprene rubber business in the US which is 
deep in the red. We believe a rerating is possible for its 
semiconductor materials and EV-related materials business 
where the firm holds a global competitive advantage, as well as 
its life science segment including vaccines and test 
reagents/rapid testing kits. The stock appears highly 
undervalued at its current share price when considering the 
firm’s potential, and we therefore newly added it to the 
portfolio.  
 
Sekisui Chemical (4204 JP) is a major domestic manufacturer 
known for both its chemicals business and its residential 
housing materials arm. The company has a number of products 
and technologies which can contribute to the push toward 
carbon neutrality, and we are particularly interested in its 
perovskite solar cells which are light, thin, and can be bent into 
different shapes. It is possible to install or attach them to a wider 
range of locations than is possible for traditional solar cells, such 
as the walls and windows of buildings and car roofs. Perovskite 
solar cells have been included in Japan’s Basic Energy Plan 
covering the period to 2040 and a government subsidy will be 
introduced which is linked to production volume. We believe 
the stock has significant upside potential given the possible 

contribution of this technology to earnings in the medium term, 
and we therefore increased its portfolio weighting. 
 
Key Sales  

Seibu Holdings (9024 JP) is a private railway operator primarily 
serving the greater Tokyo metropolitan area. Its holdings also 
include Japan’s largest hotel chain. The firm is aiming to achieve 
sustainable growth centred on its real estate business, 
transitioning from a business model based on ownership to one 
that grows through both ownership and capital recycling 
(continuously reinvesting proceeds gained from liquidating real 
estate holdings that have achieved value enhancement into 
other properties). Its stock is up 2.6x in the past year on 
expectations for the firm to accelerate growth via asset 
securitisation (i.e., real estate liquidation) and to increase 
shareholder returns. We exited the name to take profits as it no 
longer looked as undervalued following its rise in share price.  
 
Honda Motor (7267 JP) is a major automaker which is the 
world’s top maker of two-wheel vehicles and ranked 7th 
globally for four-wheel vehicles. The company announced it 
had formally started merger negotiations with automakers 
Nissan Motor (7201 JP) and Mitsubishi Motors (7211 JP). While 
such a move offers potential over the long term, it first comes 
with risk in the short term given that the merger is in a 
significant sense a rescue of Nissan which is swamped in 
management troubles. The stock rose following a surprise 
announcement of a large-scale share buyback, and we decided 
to exit our position and instead reallocate to rival automaker 
Toyota Motor (7203 JP), which has said it is aiming to achieve 
20% ROE.  
 
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. We are focused on the 
high value of its intangible assets, including the many IPs the 
firm has created, starting with its original business of publishing, 
and its strong reputation for game software development. The 
company has assembled a pool of top-tier game creators 
recognised globally and is known for unparalleled creativity 
related to anime production. The stock climbed 50% in a short 
period of time in November as the result of news reports that 
electronics and game/entertainment conglomerate Sony 
Group (6758 JP) was considering a tender offer, and we trimmed 
our position to adjust for risk and to lock in profits.
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Performance Attribution 
Top Five Contributors   

Ticker Stock Sector (GICS®) 
Average Weight 

Attribution 
Portfolio Benchmark Active 

7012  Kawasaki Heavy Industries Ltd.  Industrials  2.82%  0.13%  2.69%  0.55%  

7220  Musashi Seimitsu Industry Co., Ltd.  Consumer Discretionary  0.71%  0.02%  0.70%  0.50%  

6135  Makino Milling Machine Co., Ltd.  Industrials  0.68%  0.02%  0.66%  0.48%  

3086  J. Front Retailing Co., Ltd.  Consumer Discretionary  1.24%  0.05%  1.19%  0.36%  

5805  SWCC Corporation  Industrials  1.25%  0.02%  1.23%  0.30%  

Source: FactSet. The tables above disclose average weights for the reporting period. BM Source: JPX Market Innovation & Research, Inc. or affiliates of JPX 
Market Innovation & Research, Inc.  

 
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. Its 
stock rose on strong earnings momentum. We continue to hold 
a positive view of the firm’s strong position in a variety of fields 
including its hydrogen supply chain business, which is likely to 
be a profits driver in the medium term, as well as developing 
robotic technology for practical use. It is also the second largest 
defence contractor domestically, and is expected to see an 
earnings improvement. 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 
Musashi Seimitsu Industry (7220 JP) is a Honda-affiliated 
auto parts maker. The stock rose due in part to the outlook for 
higher growth in its new business segment, hybrid super 
capacitors (HSC) used in data centres. HSC are used to regulate 
the power capacity of servers and the firm’s major clients such 
as Oracle are considering utilising HSC. We also continue to 
believe the company’s future growth potential, stemming from 
increased sales of its high value-added auto components used 
in vehicle electrification, remains unchanged. We will continue 
to hold the stock in the portfolio based on the view that it still 
has considerable potential to be re-rated going forward. 

 
Continue to Hold 

Makino Milling Machine (6135 JP) is a machine tool maker 
known for its high added-value machining centres. The firm is 
viewed highly for its die/mold machines designed to meet the 
demand for high precision processing as well as its position as 
an irreplaceable presence in the aerospace industry. Its stock 

rose on the announcement of a tender offer from electric motor 
maker Nidec (6594 JP). The firm’s management has asked Nidec 
to push back the tender offer launch date. We believe there is a 
possibility for a rerating of the stock given its current share 
price of JPY 11,000 which is a P/B ratio of 1.2x, and we will 
therefore continue to hold the stock while monitoring the 
situation. 
 

Continue to Hold 
J.Front Retailing (3086 JP) is a major retailer primarily 
operating department stores in urban areas. Department 
stores faced a challenging environment even before the 
pandemic and the firm has been proactive in reforming its 
business including actively reducing costs, expanding 
shopping areas where stable leasing income from tenants is 
expected, and synergizing with Parco, a company which 
operates major fashion-focused shopping complexes in big 
city centres. Its stock rose on strong earnings momentum 
supported by higher inbound demand. 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 
SWCC (5805 JP) is a mid-sized electric cable maker which is 
proactively introducing return on invested capital (ROIC) 
management and enhancing its governance reforms. Its stock 
rose on the back of an immense rise in demand for its electricity 
infrastructure-related business, which is an area of focus for the 
firm, leading to strong earnings momentum. Going forward, 
the company is likely to benefit from the renovation of aging 
electricity infrastructure as well as efforts to expand and/or 
strengthen the power grid in line with the introduction of 
renewable energy sources. We will continue holding the stock 
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as we believe it has further upside potential and we also take a 
positive view of the firm’s reputation as a leader in regard to 
diversity, including it being one of the few firms in Japan with 
a female CEO. 

 
 
 

 

Top Five Detractors   

Ticker Stock Sector (GICS®) 
Average Weight 

Attribution 
Portfolio Benchmark Active 

5332  Toto Ltd  Industrials  1.25%  0.08%  1.17%  -0.49% 

6098  Recruit Holdings Co., Ltd.  Industrials  0.00%  2.04%  -2.04%  -0.42% 

1911  Sumitomo Forestry Co., Ltd.  Consumer Discretionary  1.16%  0.13%  1.03%  -0.39% 

6976  Taiyo Yuden Co., Ltd.  Information Technology  1.09%  0.03%  1.06%  -0.34% 

4901  Fujifilm Holdings Corp  Information Technology  2.30%  0.53%  1.77%  -0.30% 
Source: FactSet. The tables above disclose average weights for the reporting period. BM Source: JPX Market Innovation & Research, Inc. or affiliates of JPX 
Market Innovation & Research, Inc.   

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

 
Continue to Hold 

Toto (5332 JP) is a major manufacturer of bathroom fixtures 
such as toilets, bathtubs, and vanities, boasting a 60% domestic 
market share. Its stock pulled back from gains in the previous 
quarter and declined on the view of a risk of sluggish short-
term earnings in its China business. However, we continue to 
see a number of positive developments which could lead to 
earnings growth in the medium term, including the pickup in 
sales of its “Washlet” toilet in the US and the recovery in sales 
of its high added-value components used in semiconductor 
production. The firm is also planning structural reforms for its 
China business which could be a positive catalyst going 
forward. We will continue to hold this stock on the view that it 
has significant potential for a further re-rating. 

 
Continue to Not Hold 

Recruit Holdings (6098 JP) is Japan’s largest domestic staffing 
service provider. 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 47.8x. Due to the rise in 
its stock price, its absence from the portfolio had a negative 
impact on quarterly returns on a relative basis. 
 

Continue to Hold 
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 (including the US) makes up 70% of its ordinary (pre-

tax) income. Its stock pulled back from gains in the previous 
quarter and declined on the back of the risk of a downturn in 
housing demand due to higher US long-term interest rates. 
However, for the time being the firm is expected to continue to 
deliver solid earnings and its new medium-term business plan 
appears promising. We will continue to hold the stock as we 
believe it remains undervalued. 

 
 

Continue to Hold 
Taiyo Yuden (6976 JP) is a major electronic component maker 
with one of the top global market shares in ceramic condensers. 
Its stock declined on disappointing short-term earnings and 
concerns that earnings could remain weak due to the 
deteriorating operating environment. However, we expect a 
structural increase in demand for the product segments the 
company is focusing on, such as components used in autos, 
industrial machinery, and AI servers, where it provides high 
added value. Our view is therefore unchanged that there is 
significant room for earnings growth in the medium term. The 
stock continues to appear highly undervalued and we 
therefore plan to continue holding it. 
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Continue to Hold 
Fujifilm Holdings (4901 JP) is a medical imaging and 
electronics conglomerate which is transforming its business 
portfolio with the goal of becoming a health-tech firm, 
focusing on biomedicine contract development and 
manufacturing organisation (CDMO) business. Its stock 
declined due to short-term earnings falling short of the 
market’s high expectations as well as concerns regarding an 
increase in costs due to upfront investments related to its 

CDMO business. However, the firm has a number of earnings 
drivers other than its health care business, such as its 
semiconductor materials business where it boasts a broad 
product lineup, and we therefore continue to expect earnings 
growth in the medium term. We will continue to hold this stock 
on the view that it still has potential for a re-rating. 
 
 

 

Sector Attribution (based on Brinson Model)  

Sector (GICS®) 
Average Weight Return Attribution 

Portfolio Benchmark Diff. Portfolio Benchmark Diff. Sector 
Allocation 

Stock 
Selection 

Total 

Total 100.00% 100.00%         0.19% 2.47% 2.67% 

Consumer Discretionary  17.11% 17.04%  0.07%  18.28%  12.09%  6.19%  -0.03%  0.98%  0.95% 

Industrials  30.65% 25.51%  5.14%  6.98%  4.19%  2.78%  -0.06%  0.92%  0.86% 

Financials  11.88% 14.12%  -2.24%  24.60%  16.95%  7.64%  -0.25%  0.79%  0.54% 

Consumer Staples  3.73% 6.21%  -2.47%  -0.05%  -2.44%  2.40%  0.21%  0.10%  0.30% 

Communication Services  9.25% 7.07%  2.18%  11.03%  9.10%  1.93%  0.10%  0.18%  0.28% 

Health Care  2.37% 7.36%  -4.98%  -5.73%  -1.23%  -4.50%  0.35%  -0.12%  0.23% 

Utilities  0.73% 1.35%  -0.62%  -1.52%  -5.37%  3.85%  0.07%  0.03%  0.10% 

Real Estate  0.19% 1.99%  -1.81%  -7.11%  0.75%  -7.85%  0.09%  -0.02%  0.07% 

Materials  6.76% 5.34%  1.42%  -2.01%  -3.96%  1.95%  -0.14%  0.15%  0.01% 

Others  0.00% 0.02%  -0.02%  0.00%  -9.32%  9.32%  0.00%  0.00%  0.00% 

Energy  1.98% 0.89%  1.10%  -1.15%  2.33%  -3.48%  -0.03%  -0.08%  -0.11% 

Information Technology  13.20% 13.11%  0.09%  -3.28%  -0.14%  -3.15%  0.00%  -0.46%  -0.46% 

Cash  2.14% 0.00%  2.14%  0.02%  0.02%  0.00%  -0.10%  0.00%  -0.10% 

Source: FactSet. The tables above disclose average weights for the reporting period. BM Source: JPX Market Innovation & Research, Inc. or affiliates of JPX 
Market Innovation & Research, Inc.  
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Market Outlook 
The Bank of Japan (BOJ) shifted to a dovish stance in the 
October-December quarter of 2024 after witnessing how an 
additional rate hike in July and BOJ Governor Kazuo Ueda’s 
hawkish remarks in early August triggered historically high 
volatility in the Japanese equity market. This was the reverse of 
the US Federal Reserve, which adopted a hawkish stance, 
slashing rates by 50bps in September and then by 25bps at each 
of its two subsequent meetings in 2024 in a move designed to 
prevent the economy from overheating. 
 
US long-term interest rates rose on the back of the solid US 
economy and uncertainty surrounding the policies of the 
incoming Trump administration. As a result, the yen weakened 
against the US dollar, which investors expected to have a 
positive impact on Japanese corporate earnings, supporting the 
Japanese equity market. The TOPIX (with dividends) rose 5.43% 
on-quarter and was up 20.45% in calendar year 2024 (both in 
JPY terms), marking the second year in a row of gains exceeding 
20% and comparing favourably to other major global indices, 
coming in second only to the US equity market which saw 
strong gains led by generative AI-related stocks such as Nvidia 
(S&P500: +23.31%, NASDAQ: +28.64%). 
 
The portfolio has performed solidly, returning 5.29% and 
outperforming the benchmark by 215bps during the quarter 
and outperforming by 300bps in the calendar year to date (both 
in EUR terms, on a net basis).  
 
In 2024 the Nikkei Stock Average (Nikkei 225), which measures 
the performance of 225 large, publicly owned companies in 
Japan, reached a 35-year historical high not seen since the end 
of 1989 at the time of Japan’s “bubble economy”. It is notable 
that Japanese equities maintained their upward momentum 
overall, with the positive impact from share buybacks by the 
Japanese corporate sector offsetting the sharp market tumble 
in August as well as net selling by overseas investors seeking to 
ascertain how Japan’s structural reforms would progress going 
forward after the ruling Liberal Democratic Party lost its 
absolute majority in the lower house election. 
 
Based on the historical trends of Japanese stocks from 2000 
onward, it is evident that the market is highly cyclical given how 
strongly the Japanese economy is influenced by other global 
economies, particularly the US, and at the same time the market 
used to lack autonomy being easily swayed by flows from 
international investors. However, Japan is in the midst of 
structural reforms including the economy’s exit from deflation 

and corporate governance reforms. Companies are advancing 
strategies focused on enterprise value and the new “NISA” tax-
exempt investment scheme is changing the behaviour of retail 
investors. Coupled with an increase in shareholder distributions, 
this spurs changes in the Japanese equity market towards more 
autonomy. 
 
The Tokyo Stock Exchange (TSE) is making steady progress on 
its push for corporate governance reforms from a quantitative 
perspective, with 88% of companies listed on the TSE Prime 
Market having announced initiatives aiming at corporate 
management that is cognizant of capital costs and stock prices. 
However, going forward the focus will need to shift to the 
quality aspect of changes, as there are still many companies 
trading below book value. The TSE has indicated that its reforms 
push is only getting started and that the second phase will 
include qualitative recommendations. Specifically, this involves 
dividing companies into three categories: (1) Companies 
proactively making progress, (2) Companies which are 
expected to make improvements going forward, and (3) 
Companies which have not disclosed information on their 
initiatives. The TSE plans to actively encourage and assist those 
in category (2) in particular. We believe that corporate 
governance in Japan will continue to improve and become 
more effective. 
 
2024 saw a record high number of M&As involving Japanese 
companies, with the high degree of activity including 
companies selling off less profitable business segments in order 
to enhance capital efficiency and companies investing in 
growth. Additionally, we are starting to see progress in the 
unwinding of cross-shareholdings among “zaibatsu” 
conglomerates under the banner of Mitsubishi, Mitsui and 
Sumitomo, as well as big corporate groups viewed as symbols 
of the Japanese corporate style such as the Toyota Group and 
the three “megabank” financial groups. In 2024 share buybacks 
in Japan also reached a new record high for the third year in a 
row with a total of JPY 18 trillion (approx. USD 115.7 billion). 
Buybacks were both a vehicle for the dissolution of cross-
shareholdings as well as a means of improving capital efficiency. 
As the Japanese economy is being lifted out of the deflationary 
environment and conviction in Japan’s structural reforms rises, 
there appears to be significant room for a rerating of Japanese 
stocks by overseas investors. 
 
Around the world, incumbent governments are facing 
headwinds from growing disparity against a backdrop of higher 
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inflation, leading to rising political uncertainty. Europe and the 
US have embarked on rate cut cycles as the global economy 
enters a cyclical slowdown, pointing to the possibility of a 
sluggish environment for the next six months or so leading up 
to the next growth phase. Japan’s economy will of course be 
impacted as well, but amid the undercurrents of the cyclical 
slowdown we expect to see continued structural changes in 
Japan as it remains on its way to exit deflation and Japanese 
companies push governance reforms. We therefore see this as a 
good opportunity to invest in companies which are undergoing 
transformation aimed at enhancing enterprise value from a 
medium to long-term perspective. 
 
In Japan’s lower house election held in October 2024, the ruling 
coalition led by the Liberal Democratic Party (LDP) lost its 
absolute majority but managed to stay in power. This apparent 
vulnerability in the administration's base of support is a cause 
for concern, but the actual impact on stock prices was limited 
due to the perception of the continuation of current 
government policy. The administration is expected to continue 
to focus on wage hikes, corporate governance reform, 
promoting Japan as a leading asset management centre, and 
energy policy.  
 
Steady progress on wage hikes has been led by the private 
sector, supported by structural factors. Meanwhile, corporate 
governance reforms have been pushed by the Tokyo Stock 
Exchange and made possible due to changes in shareholder 
structure and the transformation of companies’ mindsets, 
making irreversible progress. The LDP is collaborating with 
policymakers outside of the administration's cabinet, including 
the Democratic Party for the People (DPFP) which is open to the 
idea of restarting nuclear power plants and expanding defence 
spending (as a means of ensuring economic security), 
increasing the likelihood that the government can maintain its 
policy direction. 
 
In summary, while Japan will feel the cyclical impact of the 
slowdown in the global economy, progress via structural 
changes in Japan’s economy is expected to continue, and we 
believe the opportunity is ripe for investing in companies which 
are transforming under this environment with the aim of 
enhancing their enterprise value in the medium to long term. 
 
At Nikko Asset Management, our Japan Value investment 
team’s strengths include: 

• Close to 30 years of experience managing the Japan 
Value investment strategy; 

• Dedicated analysts; 

• Close communication with the executive management 
of investee companies. 

Backed by these strengths, we are confident that we will 
continue to maintain our investment strategy’s competitive 
advantage. 
 
Promoting favourable M&As versus the challenges 
presented by national security interests 
Takeover defence measures have been a staple of Japanese 
companies’ style of conservative management. However, the 
number of companies implementing takeover defence 
measures has declined by around half since the peak of 569 
companies at the end of 2008. The primary reason for this 
decline is pressure from institutional investors, including via 
stricter proxy voting standards, encouraging companies to 
abolish such measures. Additionally, after Japan established its 
versions of the Corporate Governance Code and Stewardship 
Code, the percentage of outside directors on company boards 
has gone up significantly, which is one more way that Japanese 
companies have made progress on improving governance. 
 
That said, there are still many listed companies trading below 
book value in Japan compared to other major global markets, 
and expectations are rising for companies to proactively 
engage in M&A activity as one strategy for addressing the 
increasingly complex management challenges they face. Given 
this trend, Japan’s Ministry of Economy, Trade and Industry 
(METI) released “Guidelines for Corporate Takeovers” in August 
2023 with the aim of encouraging acquisitions that are 
favourable for the economy and society through fostering a 
healthy and fair M&A market. Such favourable M&As could 
increase amid the structural changes in the market including 
support from policymakers, a reduction in stable (permanent) 
shareholders due to the sell-off of cross-shareholdings, and 
institutional investors’ stricter proxy voting standards. In turn, 
this is expected to facilitate industry restructuring efforts, help 
secure Japan’s global competitiveness, and fundamentally 
boost enterprise value. 
 
In contrast, in global capital markets national security interests 
are often given as the reason for blocking an acquisition, 
regardless of whether the deal makes economical sense for the 
company. A recent example is Japanese steelmaker Nippon 
Steel (5401 JP)’s bid for US Steel. The Committee on Foreign 
Investment in the United States (CFIUS) could not come to 
consensus on the possible national security risks of the deal 
following its review, leaving the decision to President Joe Biden, 
who subsequently blocked the deal, a case which seems out of 
the ordinary. Incoming president Donald Trump has also made 
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it clear that he opposes the acquisition. 
 
From Nippon Steel’s perspective, as steel demand in Japan is 
starting to level off, entering the US market, which is already the 
world’s third largest in terms of steel consumption and is 
expected to grow further, would provide significant benefits to 
the firm, including making it the world’s third largest crude steel 
producer post-merger. Meanwhile, for US Steel, which has had 
business struggles recently, the deal would bring in over USD 
2.7 billion toward capex that could enable a recovery in 
competitiveness, in addition to access to Nippon Steel’s 
production technology for non-oriented electrical steel sheets 
used in EVs, its technology for operating and maintaining blast 
furnaces, and its decarbonisation technology. As a result, the 
deal was approved with 70% voting in favour at US Steel’s 
general meeting of shareholders, in addition to receiving 
support from the firm’s employees and the local government. 
However, the deal will not be able to go forward due to the 
federal government’s decision based on national security risk. 
There are questions regarding whether the decision to block 
the merger was an overstep by the federal government based 
on political jockeying rather than pure economical sense. 
 
There are concerns about American society turning more 
inward-looking (focused on domestic affairs), a trend that has 

been spurred further by the presidential election, and about the 
US becoming increasingly protectionist on the grounds of a 
broader interpretation of national security. At the same time, 
the acceleration of global fragmentation (between the 
governments and economies of different countries, as well as 
polarisation within the population of countries) is deeply 
troubling. 
 
Japan also has regulations which put limits on foreign 
investment in Japanese firms. In principle, foreign entities need 
to apply in advance and undergo a review when seeking to 
obtain more than 1% equity in a listed company which operates 
a business that is categorised as having a potential impact on 
national security. In 2023, there were 2,871 such investment 
applications made but very few that were denied investment. 
 
Our basic stance is that an increase in favourable M&As will have 
a positive impact on the Japanese market while the 
government should control for national security risks. While 
keeping in mind differences in regulations around the world, we 
will consider the best path forward for individual companies 
and the Japanese market as a whole to fundamentally increase 
value and will continue to engage with investee companies and 
conduct proxy voting accordingly. 

 
TOPIX and Cumulative Overbought by Foreign Investors, Japanese Non-Financial Companies and BOJ ETFs 

 

 
 
Source: Created by Nikko AM based on materials from the Tokyo Stock Exchange and Nagoya Stock Exchange. 
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Key Macro Economic Indicators 

Monthly Labour Survey 
Preliminary data on Japan’s nominal wages for November 2024 
showed an on-year increase for the 35th straight month with a 
rise of 3.0%. The growth rate had shrunk from its approximately 
27-and-a-half-year peak of 4.5% recorded in June to 2.2% in 
October, but the November figure showed that the rate has 
picked up again. Growth in overall nominal wages shrank 
consistently until October due to the contrast with the large, 
5.7% on-year rise in summer bonuses seen in 2024, which was 
absent in the figures for later months. However, base pay hikes 
caused growth in base wages to accelerate to the upper 2% 
level and this underpinned overall growth. Base wages 
experienced an on-year rise for the 37th straight month in 
November with an increase of 2.7%. This was the strongest 
growth seen in the 32 years since November 1992. Wages are 
continuing to see upward momentum, one example of which is 
the large number of calls for significant wage hikes centred on 
large companies ahead of the 2025 “shunto” negotiations 
between labour unions and management. Japan is also 
experiencing a structural labour shortage. Against that 
backdrop, pressure for wage rises exceeding 2.0% is likely to be 
sustained over the medium to long term. 
 
Machinery Orders 
Machinery orders (private sector demand excluding orders for 
ships and orders from electric power companies) overshot the 
consensus with an on-year rise of 3.4% in November. This was 
the second straight month to see an increase. The values of 
orders from the manufacturing sector and the non-
manufacturing sector (excluding orders for ships and orders 
from electric power companies) both increased. The three-
month moving average for private sector demand (excluding 
orders for ships and orders from electric power companies) 
turned positive with a 1.6% rise, up from a decline of 0.2% in the 
previous month and a drop of 0.9% in the month before that. In 
response, the Cabinet Office upgraded its basic assessment of 
machinery orders to “showing signs of picking up”. The value of 
orders from the manufacturing sector climbed for the second 
straight month. Although the majority of industries saw 
declines, orders from industries including Chemicals & Chemical 
Products and Other Manufacturing boosted the overall figure. 
In the non-manufacturing sector, orders from industries such as 
Information Services and Finance & Insurance increased for the 
first time in two months. In addition, machinery order backlogs 
have been building up significantly since around 2021, reaching 
a new record high. Although some aspects of capital spending 
depend on supply constraints, private sector demand 

(excluding orders for ships and orders from electric power 
companies) is expected to climb moderately in the future. With 
companies showing a strong appetite for capital spending, 
labour-saving investments and other such areas of spending 
are expected to increase. 
 
Employment 
Data released by Japan’s Ministry of Internal Affairs and 
Communications showed that Japan’s unemployment rate was 
2.5% in November 2024. This was level with the prior month. 
The number of employed workers in Japan increased for the 
second straight month to 68,080,000 in November. In the same 
month, the number of working age people not in employment 
declined for the second straight month to 40,040,000. A look at 
the trend since 2021 shows that the number of male workers 
has generally remained in a flat range, while an increase in the 
number of female workers, which has been driven by various 
measures such as improvements in the working environment 
and the expansion of childcare support, has boosted the overall 
figure. As a result, labour market participation saw continued 
growth. In addition, the increase in the number of unemployed 
people remained small and the unemployment rate is expected 
to continue to trend stably at a low level in the future. Japan’s 
jobs-to-applicants ratio for November, which was released by 
the Ministry of Health, Labour and Welfare, was level with the 
prior month’s figure at 1.25. A breakdown of the ratio shows 
that the number of active job openings increased by 0.7% on-
month, while the number of active jobseekers climbed by 0.6% 
on-month. The number of active jobseekers has been rising 
moderately, albeit with some fluctuations, suggesting that job-
seeking activity remains strong. 
 
Industrial Production 
Industrial production saw an on-month decline for the first time 
in three months in November 2024 with a 2.3% drop. However, 
the fall undershot market expectations and was at the same 
level as the production forecast released in the prior month. On 
average, industrial production is on the road to recovery after 
having fallen at the beginning of 2024. Production of integrated 
circuits (ICs), which had been quite strong until around summer, 
has undergone correction. Furthermore, although production 
of aircraft parts has been sluggish due to a temporary 
contraction in overseas demand, automobile production is on 
the road to recovery as supply constraints have been resolved. 
Production of semiconductor manufacturing equipment is also 
showing strength due to factors including growing demand for 
AI. On the other hand, there is a risk that trends in external 
demand may cause a downward swing in production indicators 
due to economic trends in the US and China. However, the 
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Manufacturing Industry Production Forecast Survey, which was 
released at the same timing, forecasts an increase in production 
from December 2024 to January 2025, with a 2.1% on-month 
rise in December 2024 and a 1.3% on-month climb in January 
2025. This suggests that industrial production is unlikely to 
deteriorate. The sector-specific data shows that six out of 11 
sectors are expected to experience increases, including the 
transport machinery and electronic components & devices 
sectors. On a quarterly average basis, it looks likely at present 
that production will increase, albeit slightly, in the October-
December period.  
 
Japan Outlook Vs Other Regions 

The return of Donald Trump as US President and the Republican 
Party’s majority in both the House and Senate have made it 
more likely that inward-looking (domestic-focused) policies will 
be accelerated in the US. The possible impact of such policies 
has created a growing sense of uncertainty around the world. 
The new administration in the US has policies that could be 
detrimental internationally, one of which is the introduction of 
additional tariffs. There are concerns that this could impact not 
only the US’s trading partners (primarily Mexico, Canada and 
China) but also its own economy. This adverse impact is 
expected to be offset somewhat in the US by the possible 
implementation of cuts to corporate tax and income tax. 
Although both of these policies are positive for the US in the 
short term, the country’s fiscal situation raises questions over 
their sustainability. Furthermore, the policies are likely to 
exacerbate the challenges faced by other countries. At the same 
time, central banks around the world are easing monetary 
policy. This is expected to offset the above-mentioned impacts 
to a certain degree and to have a supportive effect on economic 
growth. Markets will be examining the extent to which this 
represents a break from the past two years, when rapid 
monetary tightening was needed to control inflation. 
In Japan, inflation has remained stable. The country did not 
experience a sharp acceleration in price rises after the pandemic 

and avoided the need to make rapid changes to its monetary 
policy in response. In this context, Japan has made steady 
progress in its long-standing struggle to overcome deflation 
and the Bank of Japan (BoJ) is gradually normalising its 
monetary policy. Last year’s interest rate hike impacted areas 
including stock prices and exchange rates, although the effects 
were short-lived. This suggests that a policy rate correction 
could be a risk. In view of this, it is likely that the BoJ has placed 
a greater emphasis on the importance of communication with 
the market and will take a cautious approach to policy 
management. In terms of Japan’s fundamentals, domestic 
demand continues to improve amid stable employment and 
rising wages. This is also providing a tailwind for corporate 
earnings. In the stock market, the Tokyo Stock Exchange’s 
efforts to implement reforms by encouraging listed companies 
to be more conscious of capital costs and share prices are 
making steady progress. As a result, the environment looks 
likely to be a favourable one for Japanese equities over the long 
term. 
 
Portfolio Outlook 

Around the world, incumbent governments are facing 
headwinds from growing disparity against a backdrop of higher 
inflation, leading to rising political uncertainty. Europe and the 
US have embarked on rate cut cycles as the global economy 
enters a cyclical slowdown, pointing to the possibility of a 
sluggish environment for the next six months or so leading up 
to the next growth phase. 
 
Japan’s economy will of course be impacted as well, but amid 
the undercurrents of the cyclical slowdown we expect to see 
continued structural changes in Japan as it remains on its way 
to exit deflation and Japanese companies push governance 
reforms. We therefore see this as a good opportunity to invest 
in companies which are undergoing transformation aimed at 
enhancing enterprise value from a medium to long-term 
perspective. 
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Portfolio Characteristics 

Portfolio Composition 

 Sep-24  Dec-24  

Stock Weighting  98.31%  98.84%  

Cash Weighting  1.69%  1.16%  

Number of Stocks  84 83 

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  

Fund Benchmark Active  

Toyota Motor Corp.  4.59%  4.20%  0.39%   

Sony Group Corporation  4.36%  2.96%  1.40%   

Hitachi, Ltd.  4.30%  2.57%  1.73%   

Mitsubishi UFJ Financial Group, Inc.  4.29%  2.93%  1.37%   

Sumitomo Mitsui Financial Group 3.63%  1.94%  1.69%   

Kawasaki Heavy Industries Ltd.  3.00%  0.14%  2.86%   

Nintendo Co., Ltd.  2.73%  1.47%  1.26%   

Nippon Telegraph And Telephone 2.49%  1.18%  1.31%   

Sekisui Chemical Co., Ltd.  2.15%  0.14%  2.01%   

Fujifilm Holdings Corp  2.10%  0.50%  1.60%   

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. BM Source: JPX Market Innovation & Research, Inc. or affiliates of JPX Market Innovation & 
Research, Inc. 

 
Sector Allocation 

 
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. BM Source: JPX Market Innovation & Research, Inc. or affiliates of JPX Market Innovation & 
Research, Inc.  

31.8%

17.6%

12.4%

12.3%

9.2%

6.9%

3.6%

2.2%

1.9%

0.7%

0.3%

25.4%

18.0%

12.8%

14.5%

7.1%

5.1%

6.0%

7.0%

0.9%

1.3%

1.9%

0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0%

Industrials

Consumer Discretionary

Information Technology

Financials

Communication Services

Materials

Consumer Staples

Health Care

Energy

Utilities

Real Estate
Fund Benchmark

Top 5 Active Stocks Weights 
Weight at Period End 

Fund Benchmark Active 

Kawasaki Heavy Industries Ltd.  3.00% 0.14% 2.86% 

Sekisui Chemical Co., Ltd.  2.15% 0.14% 2.01% 

Japan Steel Works, Ltd.  2.00% 0.04% 1.96% 

Hitachi, Ltd.  4.30% 2.57% 1.73% 

Sumitomo Mitsui Financial Group  3.63% 1.94% 1.69% 
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Exposure by Size (Market Capitalisation)                                      Valuations  

 Portfolio Benchmark Diff. 

Over US$ 50 Bln  32.90%  37.04%  -4.14%  

US$ 10 Bln to US$ 50 Bln  21.52%  33.55%  -12.03%  

US$ 3 Bln to US$ 10 Bln  19.34%  15.80%  3.54%  

US$ 1 Bln to US$ 3 Bln  19.82%  8.25%  11.57%  

Less than US$ 1 Bln  5.24%  5.36%  -0.12%  

Cash  1.16%  0.00%  1.16%  

Total 100.00% 100.00%   

Source: Nikko AM, 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. BM Source: JPX Market Innovation & Research, Inc. or affiliates of JPX 
Market Innovation & Research, Inc. 

 
Portfolio Risk  

 Portfolio Benchmark 

Standard Deviation  17.73  16.80 

Beta  1.04  -- 

Active Risk (Ex-Ante TE)  3.14  -- 

Source: MSCI Barra. As at the end of the reporting period. 

  

   Portfolio Benchmark Diff. 
 ROE (Estimate)*  9.25%  11.80% -2.55%   
 PER (Estimate, x)*  14.84  15.96  -1.11  
 PBR (Actual, x)  1.27  1.47  -0.20  
 Dividend Yield 

(Estimate)*  2.43%  2.34%  0.09%  

 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. 
BM Source: JPX Market Innovation & Research, Inc. or affiliates of JPX Market 
Innovation & Research, Inc. 
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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.  

 
Proxy Voting Activity 

One investee company held a general shareholders meeting 
during the quarter. None of the proposals were noteworthy. 
 
Proxy Voting Results 

 Number of Meetings Number of Items Voted 
Votes Against Management 

Recommendations 
Number Percentage 

The Fund 1 7 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  
Daikin Industries (6367 JP) is a manufacturer of air 
conditioners. 
 
Issues Identified 
Noriyuki Inoue, who stepped down from the company’s board 
of directors in June 2024, continues to hold the titles of 
Honorary Chairman and Global Group Representative 
Executive Officer; however, it is not clear from the outside if 
there will be a substantial transfer of authority to the new 
management team. 
 
As many of the company’s current outside directors are elderly 
and were selected by Noriyuki Inoue, it is difficult to have 
confidence in the board’s supervisory function. The company 
needs to replace board members, including bringing in 
younger directors. 
 
Engagement Details 
Given that Noriyuki Inoue remained in the role of 
Representative Executive Officer even after stepping down 
from the position of Director, we emphasised to the company 
that the current framework should only be a short-term, 
transitional measure. 
 
We would also like to see better communication between the 
company’s outside directors and the capital markets during 
this key phase for the company’s management as it transitions 
to a new framework. 
 
Outcome and Future Approach 
Our confidence in the board’s oversight function could 
improve as the company acts to strengthen its governance, so 
we will continue to follow up and communicate with the 
company on this front. 
 
The actions we expect to see from the company include 
increasing and replacing its outside directors as well as 
improving communication between its outside directors and 
the capital markets. 
 

Key Research - From Government/Policy 
Perspective 
The Japan Financial Services Agency (FSA)’s Expert Panel on 
the Stewardship Code recently held meetings in October and 
November 2024. The following two issues were raised by the 
expert panel: (1) improving transparency regarding substantial 
shareholders and (2) promoting collaborative engagement. 
The FSA reportedly aims to revise Japan’s Stewardship Code by 
the end of FY2024. 
 
In November 2024, the FSA published draft amendments to 
the Cabinet Office Ordinance on the Disclosure of Corporate 
Affairs. The amendments are intended to revise the rules 
requiring listed companies to disclose changes to their 
purpose in holding stocks in their annual securities reports. 
Specifically, the amended rules will require listed companies to 
disclose the names of stocks for which their holding purpose 
has been changed to pure investment (as opposed to cross-
shareholding, for example), as well as the value of such 
holdings, for the past five years (currently, the requirement is 
for the past fiscal year). When listed companies change their 
purpose in holding a stock to pure investment, they are also 
required to disclose the reasons for the change as well as their 
approach to selling the stock in the future. The Cabinet Office 
Ordinance is expected to be revised following public 
comments and to come into force in February 2025. 
Companies with fiscal years ending in March are expected to 
be covered by the disclosure requirement starting with their 
annual securities reports for the fiscal year ending in March 
2025. 
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ESG Overview 
As of the end of December 2024, the Portfolio ESG Rating is “A” which is on par with that of the benchmark rating. 

 
 Portfolio Benchmark 

ESG Quality Score 7.10 7.12 

ESG Rating A A 

Source: MSCI ESG Research. 
 
 

Portfolio  TOPIX Total Return Gross Index 

ESG Quality 
Score 

Environ’tal 
(Weight - 

24%) 

Social       
(Weight - 

38%) 

Governance 
(Weight - 

38%) 

 ESG Quality 
Score 

Environ’tal 
(Weight - 

21%) 

Social       
(Weight - 

40%) 

Governance 
(Weight - 

38%) 

7.1 5.5 5.4 5.8  7.1 5.7 5.5 5.9 

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 or sectors 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 “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 composition is mostly in line with that of the benchmark, with over 80% weighted in the 
upward/stable category. 
 

 
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 95.1 is higher than that of the broad market benchmark TOPIX at 76.5, it is lower than the 
Russell Nomura Large Cap Value index at 106.1. 

 

Data sources for the Portfolio and the Benchmark (TOPIX): JPX Market Innovation & Research, Inc. or affiliates of JPX Market Innovation & Research, 
Inc., 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. 
 
 
  

15.5%

16.2%

63.4%

67.5%

18.4%

13.3%

Portfolio

Benchmark

Upward Stable Downward Not Rated

525 Very High 

250 

70 
15 

High 

Moderate 

Low 

95.1 76.5
106.1

39.7

0
50

100
150
200
250
300
350
400
450
500
550

Portfolio Benchmark RNLV * RNLG *

WACI (Weighted Average Carbon Intensity) and Carbon Risk



NIKKO AM JAPAN VALUE FUND – Q4 2024  
 
 
 

 
 
 
 
YOUR GOALS, OUR COMMITMENT. 
 
 
 

19 

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 or sectors 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 0.71% 1,583 11.42 12.06% 

2 Mitsui O.S.K. Lines, Ltd. 1.07% 939 10.20 10.77% 

3 Inpex Corporation 1.37% 634 8.79 9.28% 

4 Mitsubishi Chemical Group Corporation 1.31% 407 5.40 5.70% 

5 Ube Corporation 0.51% 1,024 5.31 5.61% 

  Total 4.98% - 41.12 43.41% 
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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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 or sectors 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. 

Fund Information 

 Launch Date NAV Per Share ISIN Code Bloomberg Ticker Valoren Number 

Class B EUR  31 January 2019  EUR 16.51   LU1314309904  NKAJVBE LX  32618904 

Class A JPY  1 February 2016  JPY 2,647.00  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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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 or sectors 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. 

Risk Information 
Summary Risk Indicator (SRI) 

Lower risk  Higher risk 

Potentially lower reward  Potentially higher reward 

1 2 3 4 5 6 7 
 

Besides the risks included in the risk indicator, other risks may affect the fund performance. 

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. 
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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 or sectors 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. 

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. 

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). 

TOPIX: The TOPIX Index Value and the TOPIX Marks are subject to the proprietary rights owned by JPX Market Innovation & 
Research, Inc. or affiliates of JPX Market Innovation & Research, Inc. (hereinafter collectively referred to as "JPX") and JPX owns all 
rights and know-how relating to TOPIX such as calculation, publication and use of the TOPIX Index Value and relating to the TOPIX 
Marks. JPX shall not be liable for the miscalculation, incorrect publication, delayed or interrupted publication of the TOPIX Index 
Value.  
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