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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 

JPY 29,144.8 million 

Inception Date JPY Class A: 1 February 2016 

SFDR Classification Article 8 

 
 

Performance Overview 

For the quarter ending June 2024, the fund outperformed its benchmark by 2.23%.  Its return of 4.58% was greater than the    

2.35% return of the TOPIX Total Return Gross Index in JPY terms. 
 
Net Performance Returns  (Class A JPY)   (in JPY terms) 

Class A JPY Apr-24 May-24 Jun-24 Q2 2024 CYTD 1 Year 3 Yrs 5 Yrs Since 
Inception* 

Fund 1.01% 2.13% 1.37% 4.58% 21.65% 26.08% 16.98% 17.60% 11.95% 

Benchmark -0.27% 1.16% 1.45% 2.35% 20.14% 25.59% 15.88% 15.36% 10.66% 

Excess Return 1.28% 0.97% -0.08% 2.23% 1.51% 0.49% 1.10% 2.24% 1.29% 

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) BM Source: Tokyo Stock Exchange, 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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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.  

 
In the April-June quarter, Japanese equities were weighed 

down at times by risk-off sentiment and signals that the US 

Federal Reserve was unlikely to slash rates in the near term, 

as well as the conservative earnings guidance released by 

Japanese corporates and the rise in Japanese long-term 

interest rates. But overall the market was supported by the 

continued weak yen, a number of Japanese companies 

increasing shareholder returns, and the strong 

performance of semiconductor and other high-tech related 

stocks in tandem with share price gains by a major US chip 

maker. As a result, the TOPIX Total Return Gross Index 

ended the period up 1.69% (in JPY terms). 
 
April: The Bank of Japan left its monetary policy unchanged at 

its April Monetary Policy Meeting, supporting Japanese equities, 

but the market was negatively impacted by investors’ growing 

risk-off sentiment amid escalating tensions in the Middle East as 

well as the decline in the US equities market as the outlook 

faded for the Fed to cut rates at an early stage, given the 

announcement of strong economic indicators in the US. 

Semiconductor-related stocks also weighed down the Japanese 

market after a major Taiwanese contract semiconductor 

manufacturer scaled back its outlook for chip market growth. 

Another negative factor was disappointing earnings results 

released by certain major firms both in Japan and abroad. As a 

result, the TOPIX Total Return Gross Index ended the month 

down 0.91%. 

May: Stocks were weighed down by a rise in Japanese long-

term interest rates spurring equities to appear comparatively 

richly valued, as well as US Federal Reserve officials’ cautious 

tone on the possibility of rate cuts at an early stage. However, 

there were also supporting factors, including expectations for 

the Fed to slash rates following the release of US economic 

indicators showing a slowdown in inflation, in addition to the 

solid performance of high-tech stocks, especially chip-related, 

on the back of strong earnings results at a major US 

semiconductor firm. These positives outweighed the negatives 

and led to an overall rise in Japanese equities. Overall, the TOPIX 

Total Return Gross Index rose 1.16%. 

 

June: Rising risk-off sentiment among investors weighed down 

stocks somewhat amid uncertainty surrounding the direction of 

European politics as well as US economic indicators pointing to 

weakness in the American economy. On the other hand, 

expectations rose for Japanese exporters to deliver solid 

earnings as the yen further depreciated against the US dollar 

due in part to a receding outlook for the US Federal Reserve to 

slash rates. Another positive was the solid performance of high-

tech stocks, especially chip-related, on the back of share price 

gains by a major US semiconductor firm, supporting Japanese 

equities to rise overall, with the TOPIX Total Return Gross Index 

gaining 1.45% on-month.

 
 

 

 

 

 

 

 

  Apr-24  May-24  Jun-24  Q2 24  YTD 

TOPIX  -0.92%  1.07%  1.34%  1.48%  18.73%  

TOPIX Total Return Gross Index -0.91%  1.16%  1.45%  1.69%  20.14%  

Nikkei Stock Average (Nikkei 225)  -4.86%  0.21%  2.85%  -1.95%  18.28%  

Nikkei Stock Average (Nikkei 225) Total Return -4.86%  0.21%  2.99%  -1.81%  19.34%  

MSCI Japan Gross Total Return -1.07%  1.21%  1.65%  1.78%  21.46%  
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Investment Activity   
Major Transactions 

Key Purchases 

Toray Industries (3402 JP) is a global materials maker which 
holds the world’s top market share in carbon fibre composite 
materials and also produces a range of products including 
synthetic fibres and textiles, electronics materials, and water 
treatment membranes. Its stock has declined 40% since its peak 
in November 2017 on the back of concerns regarding the 
continued downward trend in its profit margin, and has sharply 
underperformed the benchmark by 90%. However, there is 
potential for earnings growth thanks to the profitability 
improvement project being implemented by the firm’s new 
CEO appointed in June 2023. Additionally, the firm’s carbon 
fibre composite materials, water treatment membranes, and 
cutting-edge materials used throughout the hydrogen supply 
chain have the potential to reduce environmental footprints 
and we believe demand is likely to increase in the medium to 
long term for such products where the company holds a 
competitive advantage. These factors could lead to a 
substantial rerating of the stock in our view, and we therefore 
newly added it to the portfolio. 
 
Nabtesco (6268 JP) is a machinery maker which boasts 60% of 
the global market share in precision reduction gears used in 
industrial robots. Its stock has declined 47% since its recent 
peak in April 2021 on the back of weak short-term earnings and 
has sharply underperformed the benchmark by 100%. In order 
to improve profitability, the firm’s executive management is 
directing efforts to pass on higher costs to product prices as well 
as focusing on restructuring its production framework. The 
company is also aiming to restructure its business portfolio with 
return on invested capital (ROIC) management as a starting 
point, and is making progress on proactively allocating 
investment and shrinking/exiting business segments based on 
the profitability and growth potential of each segment. These 
factors could lead to a substantial rerating of the stock in our 
view, and we therefore newly added it to the portfolio. 
 
Mitsubishi Chemical Holdings (4188 JP) is a major 
comprehensive chemical company. Its stock has declined 15% 
since its recent peak in November 2023 and has 
underperformed the benchmark by 27%, due in part to the 
departure of the previous CEO, an external hire who had taken 
the helm in 2021, as well as delays in the restructuring of the 
firm’s petrochemical business. Its new management team 
formed at the start of 2024 is significantly changed, including 
the appointment of a CEO with decades of experience at the 

firm. The team has extensive knowledge of the chemicals 
industry and a track record in turning around businesses. The 
company is already continuing its structural reforms and 
measures to improve efficiency, and has started to invest in 
growth and implement initiatives to become more 
environmentally friendly. Additionally, it has announced plans 
to restructure its petrochemical business and implement 
streamlining and consolidation in its specialty materials 
business, with a new management strategy forthcoming in 
autumn of 2024. We increased our weighting of the stock as we 
believe it has significant room for a re-rating given its attractive 
valuation. 
 
Key Sales 

Takeda Pharmaceutical (4502 JP) is Japan’s largest drug 
maker which acquired UK-based biopharmaceutical company 
Shire in 2018. The firm is re-examining expenses and focusing 
on drug development in three major treatment fields: 
gastrointestinal & inflammatory diseases, neuroscience, and 
oncology. Although the stock remains undervalued, with a 
dividend yield around 4.5%, the firm is struggling to develop 
new drugs which would become future mainstays. Considering 
its relative future potential, we exited our position with the 
intention of reallocating to other more attractive names. 
 
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 3.5x in the past three 
years (3.1x our average purchase price) after posting record 
high profits on the back of successful structural reforms. We 
exited the name to take profits as it no longer looked as 
undervalued following its rise in share price. 
 
KDDI (9433 JP) is one of Japan’s three largest mobile telephone 
operators with a market share of over 30%. Its stock rose 1.7x in 
the past five years (+14% our average purchase price) as a result 
of turning its telecom business into a cash cow and taking a 
proactive stance on shareholder returns. We exited the stock to 
take profits, with a factor in our decision being our plan to focus 
our investment in this industry on major telecom Nippon 
Telegraph and Telephone (9432 JP), which we believe has 
significant upside potential going forward based on the 
contribution of its Innovative Optical and Wireless Network 
(IOWN) technology. 
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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 2.82% 0.11% 2.70% 0.53% 

6501 Hitachi,Ltd. Industrials 3.54% 1.90% 1.64% 0.43% 

5631 Japan Steel Works, Ltd. Industrials 1.46% 0.03% 1.43% 0.30% 

8035 Tokyo Electron Ltd. Information Technology 0.00% 1.97% -1.97% 0.29% 

7915 Nissha Co.Ltd. Information Technology 0.89% 0.01% 0.88% 0.26% 

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. Its 
stock rose on strong earnings momentum from FY23 results as 
well as FY24 earnings guidance which greatly exceeded market 
expectations. 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. 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 
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 believe the stock still has 
considerable potential to be re-rated going forward. We will 
therefore continue to hold the stock in the portfolio. 
 

Continue to Hold 
Japan Steel Works (5631 JP) is one of the world’s largest steel 
casting and forging companies. The main source of revenue for 
the firm is industrial machinery equipment including separator 
films for lithium-ion batteries which accounts for 70% of the 

global market share. The stock rose amid rising global interest 
in nuclear power stemming from increasing electricity 
demand. The company is one of the world’s few makers of a 
range of nuclear power plant components, including small 
modular reactors and other next-generation technology used 
in nuclear power generation. We will continue to hold this 
stock on the view that it has significant potential for a further 
re-rating. 
 

Continue to Not Hold 
Tokyo Electron (8035 JP) is a major semiconductor 
production equipment manufacturer. We do not hold the stock 
as it does not fit the strategy’s investment philosophy. With a 
P/E ratio of over 37.0x, we do not view this name as being 
undervalued. Due to the drop in its stock price, its absence from 
the portfolio had a positive impact on returns this quarter. 

 
Continue to Hold 

Nissha (7915 JP) is an electronic component maker 
specialising in touch sensors for smartphones and tablets. Its 
share price has rebounded after having declined 21% over the 
past half year, due in part to an upgrade to its fiscal year 
earnings guidance. However, its short-term earnings appear 
poised to bottom out and we continue to believe there is 
potential for the firm to increase its earnings in the medium 
term as it makes progress on restructuring its business portfolio 
by expanding segments such as auto components, medical 
devices, and industrial materials. We will continue to hold the 
stock as we believe it remains highly undervalued. 
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Top Five Detractors   

Ticker Stock Sector (GICS11) 
Average Weight 

Attribution 
Portfolio Benchmark Active 

6098 Recruit Holdings Co., Ltd. Industrials 0.00% 1.41% -1.41% -0.36% 

8766 Tokio Marine Holdings, Inc. Financials 0.00% 1.28% -1.28% -0.30% 

8001 Itochu Corporation Industrials 0.00% 1.31% -1.31% -0.23% 

9432 Nippon Telegraph And Telephone Corp. Communication Services 2.27% 1.25% 1.02% -0.22% 

8725 MS&AD Insurance Group Holdings, Inc. Financials 0.00% 0.51% -0.51% -0.15% 

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 

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 39.8x. 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 Not Hold 
Tokio Marine Holdings (8766 JP) is the largest non-life 
insurance company in Japan. We do not hold this stock as it 
does not fit the strategy’s investment philosophy. 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 Not Hold 

Itochu (8001 JP) is a major trading house. We do not hold this 
stock as it does not fit the strategy’s investment philosophy. 
Due to the rise in its stock price, its absence from the portfolio 
had a negative impact on quarterly returns on a relative basis. 
 
 

Increased 
Nippon Telegraph and Telephone (9432 JP) is Japan's largest 
telecom. Its share price declined on concerns regarding 
sluggish short-term earnings. We are particularly interested in 

the Innovative Optical and Wireless Network (IOWN) initiative 
which the firm is leading to develop next-generation 
communications technology. IOWN transmits and processes 
the exchange of data as optical signals, creating a 
communications network with low latency, low power 
consumption, and high capacity and quality. In the medium to 
long term, energy demand is expected to increase due to the 
construction of new data centres and semiconductor factories. 
Against this backdrop, there is substantial room for a re-rating 
of the firm’s revolutionary energy-saving technology, and we 
therefore added to our position in the stock and will continue 
to hold it. 
 

Continue to Hold 
Penta-Ocean Construction (1893 JP) is Japan’s largest marine 
civil engineering firm. Marine civil engineering has formidable 
market entry barriers due to the need for sophisticated know-
how and the use of specialised marine vessels. The firm has 
broad experience in handling complex projects, including 
expansion of the Suez Canal and land reclamation in Singapore. 
Its share price declined on weak short-term earnings. However, 
we continue to believe there is a high likelihood that demand 
will increase in the medium term for the type of specialised 
marine civil engineering projects that the firm is known for. We 
continue to hold the stock as we believe it appears 
undervalued and still offers further upside potential. 
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Sector Attribution (based on Brinson Model)  

Sector (GICS11) 
Average Weight Return Attribution 

Portfolio Benchmark Diff. Portfolio Benchmark Diff. Sector 
Allocation 

Stock 
Selection 

Total 

Total 100.00% 100.00%     0.17% 2.41% 2.57% 

Information Technology 12.65% 13.68% -1.03% 8.59% 0.73% 7.86% 0.07% 1.01% 1.08% 

Industrials 29.32% 24.96% 4.36% 7.50% 5.49% 2.01% 0.11% 0.59% 0.71% 

Consumer Discretionary 18.39% 18.04% 0.35% -1.47% -4.40% 2.93% -0.02% 0.57% 0.55% 

Real Estate 0.27% 2.14% -1.86% -8.40% -7.60% -0.80% 0.20% 0.00% 0.20% 

Consumer Staples 3.56% 6.15% -2.59% 5.48% 1.27% 4.21% 0.03% 0.14% 0.17% 

Materials 6.10% 5.66% 0.44% 1.18% -1.79% 2.97% -0.03% 0.16% 0.13% 

Health Care 2.79% 6.83% -4.04% 6.75% 2.43% 4.32% 0.00% 0.11% 0.10% 

Energy 2.45% 0.95% 1.50% 7.36% 7.26% 0.10% 0.08% 0.00% 0.07% 

Others 0.00% 0.02% -0.02% 0.00% -4.28% 4.28% 0.00% 0.00% 0.00% 

Utilities 0.91% 1.53% -0.62% -3.72% 7.37% -11.09% -0.02% -0.10% -0.12% 

Communication Services 9.67% 6.78% 2.89% -0.32% 0.20% -0.53% -0.08% -0.04% -0.13% 

Financials 11.91% 13.25% -1.34% 12.02% 12.26% -0.24% -0.14% -0.03% -0.17% 

Cash 1.97% 0.00% 1.97% 0.00% 0.00% 0.00% -0.02% 0.00% -0.02% 

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

 
Market Outlook 

In the April-June quarter of 2024, while US long-term interest 
rates see-sawed up and down in tandem with changes in US 
economic indicators, Japanese long-term interest rates moved 
decidedly upward on the back of clear signs that the economy 
is exiting deflation, and overall investors preferred 
undervalued stocks. The Nikkei Stock Average (Nikkei 225) 
(w/dividends), which has a high ratio of large-cap and high-
tech constituents, was down 1.81% on-quarter, while the TOPIX 
(w/dividends) rose 1.69%, a sign that investor preferences are 
broadening to encompass a wider range of stocks. 
 
Japanese companies are making steady progress on 
governance improvements. In response to the Tokyo Stock 
Exchange’s request to make an effort to improve P/B ratios, the 
number of companies listed on the Prime Market which have 
disclosed related initiatives has risen from 49% (815 firms) at 
the end of December 2023 to 81% (1,335 firms) as of the end of 
June 2024. Additionally, the percentage of firms which have 
disclosed such initiatives is higher among those which are 
trading below book value compared to those with P/B ratios of 
1x or more. We believe this points to the continuation of the 
positive environment for Value stocks, as well as evidence that 
companies with low valuations are feeling an increased sense 
of urgency to address the issue. 
 
 

The portfolio returned 4.58%, outperforming the benchmark 
by 223bps during the quarter (in JPY terms, on a net basis). 
Holdings which especially contributed to this outperformance 
included heavy machinery makers which are expected to 
benefit from the weakening yen and structural changes in 
demand in the medium to long term for national defence and 
environment-related products. Our holdings in megabanks 
also added to performance as the large size of their customer 
bases and balance sheets will be an advantage amid the shift 
toward positive interest rates in Japan. Stocks of companies 
which are utilising the economy’s exit from deflation and the 
accompanying structural changes in domestic demand as a 
mechanism to pass on higher input costs to product and 
service prices were also positive contributors to performance, 
with a key example being toiletry and cosmetics company Kao 
(4452 JP). 
 
In 2024, inflationary pressure has lessened globally, and the 
current policy of monetary tightening seems to be 
approaching a turning point. Current conditions are making it 
appear increasingly possible for historically high policy rates to 
be adjusted downward, and central banks around the world 
will likely be steering policy with the aim of holding back 
inflation from heating up again while simultaneously ensuring 
a soft landing for the economy. The risk factors we are 
monitoring include concerns regarding the effects of 
prolonged high interest rates on consumption and investment 
in the US economy, concerns regarding long-term stagnation 



NIKKO AM JAPAN VALUE FUND – Q2 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. 

in the Chinese economy due to the real estate market slump, 
and the acceleration of global fragmentation (between the 
governments and economies of different countries, as well as 
polarisation within the population of countries). 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.                                                                                                                                                                                                                        
 
Japanese companies in the same corporate group or “zaibatsu” 
conglomerate are making progress on selling off cross-
shareholdings, while at the same time asset managers are 
implementing stricter proxy voting standards applicable to 
their portfolio holdings. As a result, the chairman of auto maker 
Toyota Motor (7203 JP), Akio Toyota, saw the support rate for 
his reappointment drop to 71.9%. A number of other 
companies have also seen votes in favour of the reappointment 
of their top management fall to the 60-70% range. Also, a 
record high number of companies received shareholder 
proposals in the most recent general shareholder meeting 
season. This pressure from shareholders is another factor 
creating a sense of urgency for corporate management to focus 
on enhancing enterprise value. 
 
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. 
 
Japanese stock valuations 
Since 2023, the rally in the Japanese stock market has driven 
global equities up, and the valuation of the Nikkei Stock 
Average is currently around a P/E ratio of 17x. Looking at past 
trends, there is a clear difference in valuation ranges between 
the 2000-2010 period and the period from 2012 onward. In the 
former, the P/E ratio ranged from 16-21x, while in the latter it 
was 11-17x. (See graph on the next page) 
 
Although valuation multiples were shrinking from 2012 due to 
the after effects of the 2008 global financial crisis, financial 
instability in Europe, and the introduction of the negative 
interest rate policy in Japan, going forward, we can expect to 

see improvements on the back of the introduction of Japan’s 
Corporate Governance Code, the Tokyo Stock Exchange 
reforms pushing listed companies to improve ROE, the 
normalisation of Japanese monetary policy, and a shift to a 
virtuous cycle in the Japanese economy as it exits deflation.  
 
As interest rates in Japan finally return to positive territory, 
companies with low productivity will come under pressure due 
to labour shortages and continued wage hikes. This will have 
the effect of driving out so-called “zombie firms” (companies 
that are unprofitable but remain afloat) while also encouraging 
companies to take action in order to grow earnings over the 
medium to long term and improve profitability through 
reprioritising business segments and other initiatives. We 
believe the Japanese economy is regaining its dynamism and 
breaking away from the long stagnant period referred to as the 
“three lost decades”, poised for a shift toward a growth stage 
driven by wage hikes and investment. Our investment 
decisions will take into consideration the potential for 
multiples to recover to similar levels as the 2000s in the 
medium term. 
 
Trends in the currency market 
In the currency markets, the yen has continued to depreciate 
against the US dollar, breaching the 160 JPY/USD mark at one 
point and stirring voices of concern regarding the side effects 
of an excessively weak yen. Indeed, it is important to pay 
attention to the possibility that rising import costs could weigh 
down both consumer sentiment and corporate profits. 
However, as the Japanese economy’s exit from deflation 
becomes more clear, the Bank of Japan (BOJ) has already 
scrapped its negative interest rate policy and abolished its yield 
curve control policy in March, and then in June announced 
plans to wind down quantitative easing, indicating a stance of 
greater flexibility in allowing long-term interest rates to rise. 
Additionally, the BOJ is addressing the weak yen as a means of 
securing the conditions to support the economy’s exit from 
deflation and to create a virtuous cycle within the economy of 
steady price increases and wage hikes. 
 
At the same time, given its dual mandate to support price 
stability and maximum sustainable employment, the US 
Federal Reserve seems to be considering rate cuts amid the 
slowdown in inflation and changes in labour market conditions. 
It is possible that this widening divergence between US and 
Japanese monetary policy could lead to a correction to 
excessive weakness in the yen going forward. 
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Sources: Mizuho Securities, based on data by Nihon Keizai Shimbun (for the Nikkei Stock Average Index) and Toyo Keizai (for P/E, based on one-
year forward estimates). As of June 2024. 
 

 
Key Macro Economic Indicators 

Wages 
In data on Japan’s nominal wages, the preliminary figure for 
May 2024 was up by 1.9% on-year, showing an increase for the 
29th straight month. The growth was also an improvement on 
the 1.6% rise seen in April 2024. The figure also represented a 
higher rate of growth than the average rise of 1.3% for the 2023 
fiscal year announced by Japan’s Ministry of Health, Labour and 
Welfare. Base wages climbed by 2.5% on-year. This was the 
highest level seen in the approximately 31 years since January 
1993. Growth in full-time base wages has been accelerating 
since the large increase in the base level that occurred in the 
2023 “shunto” round of union wage hike negotiations. 
Furthermore, the acceleration continued from the summer, 
after the round of wage rises resulting from the 2023 
negotiations had run its course. In addition, hourly wages for 
part-time workers continued to grow significantly from mid-
2023 with a rise of over 3%. While members of labour unions 
involved in the “shunto” negotiations received particularly 
sharp wage rises in 2023, overall wage growth also continued 
to accelerate. This reflected impacts on other workers’ wages 
from a minimum wage hike and a gradual broadening of wage 
rises in response to deepening personnel shortages. As the 
effects of the fiscal year 2024 negotiations have yet to be fully 
reflected, wage growth is forecasted to increase further. This is 
expected to drive further growth in consumption in Japan. 
 

Bank of Japan Tankan Survey 
In the Bank of Japan’s Tankan survey of Japanese companies’ 
views on the economy for June 2024, the diffusion index (DI) of 
views on business conditions for large manufacturing 
enterprises improved by two percentage points compared to 
the previous survey in March to +13 points. The DI for views on 
business conditions in the basic materials sector showed a 
particularly broad improvement. Sectors with upstream 
positions in supply chains saw further progress in price pass-
through. In the processing sector, views in export-focused 
industries improved. This partly reflected the benefits of yen 
depreciation. Although the motor vehicles industry declined by 
1 percentage point compared to the previous survey due partly 
to the discovery of certification test falsifications on June 3, the 
drop was slight. 
 
Furthermore, fiscal year 2023 capital spending plans in all 
industries for companies of all sizes (including land purchasing 
expenses but excluding software and research & development 
investment) rose by 10.6% on-year. A breakdown of the overall 
figure shows an on-year increase of 6.7% in the manufacturing 
sector and an on-year rise of 12.8% in the non-manufacturing 
sector. Fiscal year 2024 spending plans were up by 8.4% on-
year. This showed sustained strength in capital expenditure 
demand despite the high levels recorded in the 2023 fiscal year. 
Demand for investment appears to be building and we think it 
is likely to grow in the long term. This includes investment in 
renewals and capacity building, which companies have been 
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postponing in response to the pandemic and inflation, as well 
as labour-saving investment in view of personnel shortages. 
 
Inflation 
In May 2024, upward movement in Japan’s national core 
consumer price index (CPI), which excludes fresh food, 
accelerated to an on-year rise of 2.5%. The figure was 2.2% on-
year in the preceding month. This mainly reflected upward 
pressure from a 7.2% increase in electricity bills compared to 
April after special charges allocated to fund renewable energy 
generation were increased from May. 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 2.4% seen in April with an on-year climb 
of 2.1% in May. “Core-core” CPI growth is slowing down after 
peaking with a 4.3% rise recorded in July-August 2023. The 
recent surge in import prices has already run its course, and 
increases in intermediate input costs, which have been the 
main driver of price rises to date, are expected to decelerate 
gradually. In addition, following the large wage hikes seen in 
the “shunto” negotiations, companies are expected to 
continue to pass on higher labour costs to their selling prices in 
the current fiscal year. In FY2025, “core core” CPI is expected to 
stabilise to an on-year incline of around 2% as cyclical rises in 
wages and prices take hold. On that basis, the Bank of Japan is 
unlikely to rush into tightening monetary policy. 
 
Machinery Orders 
Core private sector demand (excluding orders for ships and 
orders from electric power companies) declined for the second 
straight month in May with an on-month drop of 3.2% in the 
seasonally adjusted figure. However, the quarterly data shows 
that, although core demand declined for the third straight 
quarter in October-December 2023 with a 1.3% on-quarter 
drop, the figure rebounded relatively strongly in the January-
March 2024 period with a 4.4% on-quarter increase, partly as a 
result of large orders occurring in the same period. The average 
level in the most recent two months (April-May) has undershot 
the level for January-March by 0.3 percentage points. Demand 
from overseas was up by 9.1% on-month in May. Although 
there was a large increase in the previous month (April) with a 
21.6% on-month rise, no reactive drop occurred in May and the 
upward movement continued. This paints a picture of a strong 
demand environment. The average level for April-May is close 
to the record high recorded in April-June 2022. Although public 
sector demand had been strong in 2024 with double-digit 
increases for three straight months, the on-month figures for 
April and May were negative. On a quarterly basis, the January-
March period saw a sharp increase of 55.1% compared to the 

previous quarter. Although the average level for April-May is 
36.3 percentage points below the January-March period, 
growth in demand remains high. Orders for defence 
equipment have ballooned since 2023 due to budget increases, 
boosting the overall level of orders. Demand from overseas, 
which is a leading indicator for orders from the manufacturing 
sector, is showing strength. In addition, the semiconductor 
cycle has bottomed out and automobile production is 
recovering after the inspection fraud problem in the industry. 
The overall upward trend is therefore expected to continue. 
 
Japan Outlook Vs Other Regions 

With countries around the world investing in infrastructure that 
is essential for artificial intelligence (AI), the major IT companies 
that play a central role in this area are attracting attention from 
investors. As a result, these stocks have been driving equity 
markets since the beginning of 2024. This kind of investment in 
AI is likely to support economic growth, including in the long 
term. We also expect the tone of recovery that is being seen in 
the manufacturing cycle to provide another potential boost to 
growth. At the same time, the current situation makes it 
challenging to maintain an equilibrium between supply and 
demand. This suggests that upward pressure on prices may 
intensify. As a result, inflation is likely to remain higher than the 
market has been expecting. A look at past phases of rising or 
high inflation shows that Japan’s stability makes it stand out 
from other advanced economies. 
 
Now that Japan’s longstanding era of negative interest rates 
has come to an end, we expect to see the further normalisation 
of policy away from large-scale monetary easing in the country. 
This is a fundamentally different situation from that of other 
advanced economies, where monetary tightening has been 
driven by a surging inflation. Given that Japan’s inflation rate is 
now trending stably at around the Bank of Japan's target level, 
monetary policy adjustments will continue to be gradual. It will 
therefore take time for differentials between domestic and 
foreign interest rates to be resolved. As a result, we expect 
Japan’s relative competitiveness to be maintained amid 
weakness in the yen. At the same time, we expect to see the 
aforementioned inflow of AI-related investment from overseas 
to continue. As the Tokyo Stock Exchange’s encouragement of 
listed companies to be more conscious of capital costs and 
share prices is gaining global recognition, we also expect 
developments in this area to underpin the flow of investment 
into Japan. 
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Portfolio Outlook 

In the April-June quarter of 2024, the Nikkei Stock Average 
(Nikkei 225) (w/dividends), which has a high ratio of large-cap 
and high-tech constituents, was down 1.81% on-quarter, while 
the TOPIX (w/dividends) rose 1.69%, a sign that investor 
preferences are broadening to encompass a wider range of 
stocks. Japanese companies are making steady progress on 
governance improvements. In response to the Tokyo Stock 
Exchange’s request to make an effort to improve P/B ratios, the 
number of companies listed on the Prime Market which have 
disclosed related initiatives has risen from 49% (815 firms) at 
the end of December 2023 to 69% (1,132 firms) as of the end of 
April 2024. Additionally, the percentage of firms which have 
disclosed such initiatives is higher among those which are 
trading below book value compared to those with P/B ratios of 
1x or more. We believe this points to the continuation of the 
positive environment for Value stocks, as well as evidence that 
companies with low valuations are feeling an increased sense 
of urgency to address the issue. 
 
In the currency markets, the yen has continued to depreciate 
against the US dollar, breaching the 160 JPY/USD mark at one 
point and stirring voices of concern regarding the side effects 
of an excessively weak yen. Indeed, it is important to pay 
attention to the possibility that rising import costs could weigh 
down both consumer sentiment and corporate profits. 
However, as the Japanese economy’s exit from deflation 
becomes more clear, the Bank of Japan has already scrapped its 
negative interest rate policy and abolished its yield curve 
control policy in March, and then in June announced plans to 
wind down quantitative easing, indicating a stance of greater 
flexibility in allowing long-term interest rates to rise. At the 
same time, given its dual mandate to support price stability and 
maximum sustainable employment, the US Federal Reserve 
seems to be considering rate cuts amid the slowdown in 
inflation and changes in labour market conditions. It is possible 

that this widening divergence between US and Japanese 
monetary policy could lead to a correction to excessive 
weakness in the yen going forward. 
 
Since 2023, the rally in the Japanese stock market has driven 
global equities up, and the valuation of the Nikkei Stock 
Average is currently around a P/E ratio of 17x. Looking at past 
trends, there is a clear difference in valuation ranges between 
the 2000-2010 period and the period from 2012 onward. In the 
former, the P/E ratio ranged from 16-21x, while in the latter it 
was 11-17x. Although valuation multiples were shrinking from 
2012 due to the after effects of the 2008 global financial crisis, 
financial instability in Europe, and the introduction of the 
negative interest rate policy in Japan, going forward, we can 
expect to see improvements on the back of the introduction of 
Japan’s Corporate Governance Code, the Tokyo Stock 
Exchange reforms pushing listed companies to improve ROE, 
the normalisation of Japanese monetary policy, and a shift to a 
virtuous cycle in the Japanese economy as it exits deflation. Our 
investment decisions will take into consideration the potential 
for multiples to recover to similar levels as the 2000s in the 
medium term. 
 
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. The direction of the US economy 
2. Slowdown in the Chinese economy 
3. Rising uncertainty stemming from the results of 

elections in major economies around the world 
4. Rising global geopolitical risk 
5. Risk of raw material prices surging again 

 

  



NIKKO AM JAPAN VALUE FUND – Q2 2024  
 
 
 

 
 
 
 
YOUR GOALS, OUR COMMITMENT. 
 
 
 

12

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. 

Portfolio Characteristics 

Portfolio Composition 

 Mar-24 Jun-24 

Stock Weighting 97.77% 98.39% 

Cash Weighting 2.23% 1.61% 

Number of Stocks 90 85 

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 

Mitsubishi UFJ Financial Group,Inc. 4.16% 2.63% 1.53%  Kawasaki Heavy Industries Ltd. 3.11% 0.13% 2.98% 

Hitachi,Ltd. 4.06% 2.21% 1.85%  FUJIFILM Holdings Corp 2.47% 0.53% 1.94% 

Toyota Motor Corporation 4.03% 4.43% -0.40%  Hitachi,Ltd. 4.06% 2.21% 1.85% 

Sony Group Corporation 3.65% 2.42% 1.23%  Sumitomo Mitsui Financial Group 3.57% 1.87% 1.70% 

Sumitomo Mitsui Financial Group 3.57% 1.87% 1.70%  Nintendo Co., Ltd. 2.93% 1.37% 1.56% 

Kawasaki Heavy Industries,Ltd. 3.11% 0.13% 2.98%      

Nintendo Co.,Ltd. 2.93% 1.37% 1.56%      

Fujifilm Holdings Corporation 2.47% 0.53% 1.94%      

Nippon Telegraph And Telephone 2.22% 1.15% 1.08%      

Mitsui & Co.,Ltd. 2.07% 1.47% 0.60%      

Source: Nikko AM and Tokyo Stock Exchange, Inc. 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: Nikko AM, Tokyo Stock Exchange, 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 32.49% 37.34% -4.85%  ROE (Estimate)* 8.79% 11.19% -2.40% 

US$ 10 Bln to US$ 50 Bln 19.80% 33.04% -13.24%  PER (Estimate, x)* 15.13 16.71 -1.58 

US$ 3 Bln to US$ 10 Bln 24.84% 15.70% 9.14%  PBR (Actual, x) 1.25 1.47 -0.22 

US$ 1 Bln to US$ 3 Bln 14.15% 8.27% 5.88%  Dividend Yield (Estimate)* 2.29% 2.21% 0.08% 

Less than US$ 1 Bln 7.11% 5.65% 1.47%  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 1.61% 0.00% 1.61%  

Total 100.00% 100.00%   

Source: Nikko AM, Tokyo Stock Exchange, Inc. 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. 

 
Portfolio Risk  

 Portfolio Benchmark 

Standard Deviation 14.84 14.17 

Beta 1.03 -- 

Active Risk (Ex-Ante TE) 2.85 -- 

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 & Stewardship Activities 

We released our Stewardship Activities Report and Self-
assessment (FY 2023) in May 2024. The document provides 
summaries of Nikko AM’s stewardship activities in line with the 
principles in Japan’s Stewardship Code and self-assessments of 
those activities. 
https://en.nikkoam.com/files/pdf/esg/nikko_am_stewardship
_activities_report_and_self_assessment_2023_en.pdf 
 

Proxy Voting Activities 

The April-June quarter is the peak season for the general 
shareholders meetings of Japanese companies. We voted 
against approximately 3.33% of management proposals 
(including opposing board opinions on shareholder proposals) 

during the quarter. The majority of our opposition votes on 
management proposals (approximately 80%) were against 
director appointments. The reasons for our votes against 
proposals included opposition to the appointment of outside 
directors who failed to meet our standard for independence, 
board compositions (standard for ratio of outside directors who 
meet our independence requirements), weak business 
performance, misconduct, and lack of clarity on director 
compensation. 
 
Seventeen shareholder proposals were submitted regarding 
eight companies during the quarter. Proposals on climate 
change were submitted regarding five companies: auto maker 
Toyota Motor (7203 JP), the three megabanks Mitsubishi UFJ 
Financial Group (8306 JP), Sumitomo Mitsui Financial 
Group (8316 JP) and Mizuho Financial Group (8411 JP), and 
major electric company Chubu Electric Power (9502 JP). We 
voted in favour of all of them excluding the proposal for Toyota. 
For both these and other non-climate change related 
shareholder proposals, we based our voting decisions on 
assessments of both the suitability of each proposal’s content 
and action taken by each company. As a result, we voted in 
favour of nine proposals out of 17.

 
 

 

Proxy Voting Results 

 Number of Meetings Number of Items Voted 
Votes Against Management 

Recommendations 
Number Percentage 

The Fund 74 931 31 3.33% 

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 

JGC Holdings (1963 JP) is a major plant engineering firm. 
 
Issues Identified  
 The company’s core liquified natural gas (LNG) plant 

business is subject to the risk of a sharp fall in sales in the 
case of advances in technological innovation.  

 The company has failed to make progress in addressing 
human rights risk associated with business partners and 
subcontractors at its plants.  

 Although approximately 70% of the company’s business 
sales are generated overseas, it has no non-Japanese 
directors or corporate officers. 

 
Engagement Details 
When we pointed out that the company should be cognizant 
of the long-term risks in its LNG business, the company 
responded that it was naturally aware of the risks and that it is 
steadily diversifying its business portfolio, including growing 
its Engineering, Procurement, and Construction (EPC) business 
in Japan. We confirmed that it is reducing future risk by 
diversifying revenue sources while maintaining profitability. In 
addition, we emphasised that we would like the company to 
continue working to reduce transition risk regardless of the 
timing when disruptive technological innovations occur.  
 
We also asked for the reasons behind the company’s slowness 
in addressing human rights issues. The company answered that 
it had been slow to act because the head of its compliance 
department had recently left the company suddenly, while 
other employees in relevant roles had taken maternity leave or 
left the company around the same time. It also explained that 
it had doubled the number of personnel responsible to ten 
people in 2023 and expressed its determination to take the 
required action this fiscal year.   
 

In addition, we asked if the company had changed its thinking 
on including non-Japanese directors on its board. Although the 
company acknowledged its growing need for non-Japanese 
executives at the business execution level, it also emphasised 
that it maintained its view that further discussions would be 
required about the need for non-Japanese board members at 
the holding company given that it is a Japanese corporation. 
 
Outcome and Future Approach 
Although we have repeatedly urged the company to make 
improvements, we believe it is making gradual progress in 
addressing human rights issues and diversifying its business. 
The company’s strong technological capability is one of its 
strengths. However, the possibility of a sharp drop in LNG-
related sales due to progress in technological innovation 
continues to be an underlying risk for the company. 
Furthermore, the company appears to be operating in the style 
of a traditional Japanese company despite the global scale of 
its businesses. Given our view that the company needs to 
reexamine its management structure, including considering 
the kind of governance that befits a global corporation, we will 
continue to encourage it to make improvements. 
 

From ESG/Responsible Investment Perspective 

Mitsubishi UFJ Financial Group (8306 JP; “MUFG”) is a major 
financial services group. We held an interview with MUFG 
before its June general shareholders meeting. The discussion 
covered shareholder proposals from an environmental group 
regarding climate change. Proposals were submitted to all of 
Japan’s three megabanks similarly to as in 2023, albeit with 
different contents. 
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Details of Proposals  
1. Partial amendment to the Articles of Incorporation: 

Director competencies for the effective management of 
climate-related business risks and opportunities  

2. Partial amendment to the Articles of Incorporation: 
Assessment of corporate clients’ climate change 
transition plans 

 
Our discussion of this matter with the company covered the 
following points.  
 
 The company stated that it understands the importance 

of climate change but added that it would not be 
appropriate to incorporate content focused solely on 
climate change into the Articles of Incorporation. Looking 
ahead, it also indicated that it intends to expand its 
disclosure of climate change-related items in information 
on the reasons for appointments of outside directors and 
assessments of the effectiveness of directors. However, 
we emphasised our view that expanding disclosures 
solely focused on climate change would be beneficial for 
investors in view of the issue’s high importance.  

 The company replied that it is currently using a 
combination of externally and internally sourced data to 
assess its corporate clients in relation to climate change. It 
also pointed out that it has already announced escalation 
methods. In response, we emphasised that the company 
should expand the range of its disclosure of the measures 
it takes regarding clients beyond those that have yet to 
stipulate net zero targets and include those whose 
transition plans are not in line with the Paris Agreement. 
We commented that doing so would be a more effective 
way of reducing risk and creating opportunities. 

 
Although we have a favourable view of company’s action on 
decarbonisation so far, we determined that its efforts are not 
sufficient to fulfil the requirements in the shareholder 
proposals. We therefore voted in favour of both proposals. Both 
proposals were rejected after receiving 25.8% and 18.4% votes 
in favour, respectively. 
 

From Government/Public Policy Perspective 

In April 2024 the Financial Services Agency held the first 
meeting in about a year of the Council of Experts Concerning 
the Follow-up of Japan’s Stewardship Code and Japan’s 
Corporate Governance Code. The meeting covered the follow-
up to action programmes to realise corporate governance 

reform as well as future approaches. The Financial Services 
Agency is focusing on the below issues. 
 
1. Companies’ responses to Japan’s Stewardship Code and 

Corporate Governance Code often do not go beyond 
superficial compliance. 

2. The insufficient number of players who are able to 
conduct engagement with companies commensurate 
with their size and other attributes. 

3. The tendency for engagement to be conducted as a 
formal, box-ticking exercise. 

4. At asset managers, the functions responsible for 
engagement, proxy voting and investment tend to be 
segregated, and as a result, there is a lack of sufficient 
coordination between them. 

5. The failure of boards of directors to function effectively 
due to the lack of a shared understanding of the roles 
required of outside directors as well as the chairs and 
heads of nomination and compensation committees. 

6. A failure to effectively and efficiently provide the 
information investors need due to annual securities 
reports not being disclosed before annual meetings of 
shareholders. 

7. Lack of clarity over the status of changes from holdings for 
policy purposes (cross-shareholdings) to holdings for 
pure investment purposes. 

 
In June 2024, JPX Market Innovation & Research released 
information regarding upcoming changes to the TOPIX index. 
A process is currently underway to exclude micro-cap stocks 
(those with current aggregate market capitalisations of less 
than JPY 10 billion (approx. USD 63 million)) from the index. 
Although the process is scheduled to be completed at the end 
of January 2025, the announcement details proposed changes 
for a second stage to follow the current stage. 
 
The following are the key points in the proposed changes. 
 
1. Stipulate that the TOPIX covers the Prime Market, 

Standard Market, and Growth Market. 
2. Conduct regular reshuffles of constituents once a year. 
3. Stipulate that constituent stocks are to be selected based 

on annual trading value (turnover ratio) and float-
adjusted market capitalisation standards. 

 
The changes mentioned above are expected to reduce the 
number of TOPIX constituent stocks by approximately 1,000 
names, resulting in an index of about 1,000 stocks in total. This 
reorganisation of the TOPIX index is expected to pressure and 
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incentivise listed companies to raise their stock prices. It is also 
expected to benefit institutional investors that manage passive 
portfolios tracking the TOPIX by easing the operational load of 

proxy voting and enabling them to focus relatively more 
resources on engagement and proxy voting for mid and large-
cap stocks. 

 
 

ESG Overview 

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

 

 Portfolio Benchmark 

ESG Quality Score 7.27 7.08 

ESG Rating AA A 

Source: MSCI ESG Research. 
 
 

Portfolio  TOPIX Total Return Gross Index 

ESG Quality 
Score 

Environ’tal 
(Weight - 

24%) 

Social       
(Weight - 

37%) 

Governance 
(Weight - 

39%) 

 ESG Quality 
Score 

Environ’tal 
(Weight - 

22%) 

Social       
(Weight - 

40%) 

Governance 
(Weight - 

39%) 

7.3 5.5 5.5 5.7  7.1 5.6 5.5 5.6 

Source: MSCI ESG Research. 
 
 
ESG Rating Distribution 

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

 
 

 
Source: MSCI ESG Research for both charts. 
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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 99.8 is higher than that of the broad market benchmark TOPIX at 80.7, it is lower 

than the Russell Nomura Large Cap Value index at 117.7. 

 

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. 
 
 
  

18.6%

16.9%

75.1%

76.0%

4.2%

4.0%

Portfolio

Benchmark

Upward Stable Downward Not Rated

525 Very High 

250 

70 
15 

High 

Moderate 

Low 

99.8
80.7

117.7

42.9

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 – Q2 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 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 0.85% 1,583 13.72 13.75% 

2 Mitsui O.S.K. Lines, Ltd. 0.98% 836 8.33 8.35% 

3 Inpex Corporation 1.71% 392 6.82 6.84% 

4 Ube Corporation 0.61% 1,024 6.36 6.38% 

5 Mitsubishi Chemical Group Corporation 1.35% 407 5.60 5.61% 

  Total 5.50% - 40.83 40.93% 

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 A JPY 1 February 2016 JPY 2,582.00 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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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). 

 


