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The case for Japan
Market update, June 2021

Startled by arcane corporate accounting and high 
valuations and spooked by the bubble of the late 80s when 
the Nikkei 225 topped 25% above today’s levels, international 
investors have often shunned the Japanese stock market, 
which has been marred by three decades of economic 
stagnation.

However, after many years of outflows, the trend has recently 
started to reverse. Indeed, Japan still accounts for 6% of the 
MSCI World, second only to the US, and many Japanese 
companies are still world leaders in their respective field with 
well-recognized names in a variety of sectors.
While the country is experiencing a resurgence of COVID-19 
cases and restrictions have ensued, we believe that, beyond 
the short-term pain, the discipline demonstrated in 2020 and 
the acceleration of the vaccination will allow for a swift return 
to a normal life in the coming months.
Also, valuations have come down and, today, compare 
favorably with other developed markets – the US in particular 
– even if multiples have expanded significantly since March
2020.

Moreover, the market is tilted towards cyclical stocks, with 
automotive, consumer electronics, industrials and financials 
representing a high weight in the indices. Japan is hence well 
placed to take advantage of the strong economic rebound in 
the world and in the ASEAN Countries in particular, thanks to 
the new trade agreement “Regional Comprehensive Economic 
Partnership” that will come into force in July.
The export-oriented companies are further helped by the 
monetary stance which has contributed to the recent decline 
of the Yen against its peers, chiefly against the Yuan, as China, 
with its growing middle class, is the country’s first exporting 
destination.

For years, the BoJ has been the world’s most accommodative 
central bank, keeping rates across the yield curve around 0 
and monetizing huge quantities of treasuries, contributing 
thereby to sustain the price of financial assets. But the bank is 
also a major investor in the local stock market, creating an 
implicit down-side protection.

From a geopolitical perspective, the world’s third largest 
economy may well emerge as an indirect beneficiary of the 
continued economical tensions between the US and China, as 
the country (still the closest US ally in the region) acts to avoid 
possible confrontation with China. In consideration of all the 
above and the country’s key position in the global trade 
recovery, we upgrade our views to ‘neutral’ on Japan.
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Disclaimer to Market Update

What is the Market Update?
The Market Update is a document prepared and published by GMG Investment Solutions (Switzerland) SA (“GMG”), a Swiss 
financial intermediary member of Swiss Association of Asset Managers (SAAM), a Self-Regulatory Organisation (“SRO”) authorized 
by FINMA, or its affiliates (the “Document”). 
The Document is for information purposes only and is intended to provide general comments and notes on select aspects of the 
preceding month’s or stated period’s economic environment, challenges and events. Nothing contained in the Document 
constitutes a solicitation, offer, recommendation, or investment advice to inter alia buy or sell any investment instrument, give 
effect to any transaction, or to conclude any legal act of any kind whatsoever. This Document alone is not intended to form the 
basis for an investment decision, or to replace any due diligence or analytical work required by you in making an investment 
decision. For further important information about this document, please refer to point 4.
Restrictions to access
The Document is for distribution only under such circumstances as may be permitted by applicable law. In particular, this 
Document is not intended and shall not be distributed to:
- US persons and must not be distributed in the USA, or
- In any jurisdiction where its distribution may be restricted by laws applicable to this or similar types of 
documents.
Persons who receive this Document should make themselves aware of and adhere to any such restrictions.
Figures and data
This Document contains figures and data obtained from sources which we believe to be reliable but are not guaranteed by us and 
may be incomplete and may be subject to change without notice. GMG cannot assume responsibility for the quality, correctness,
timeliness or completeness of the information contained in this document.
Important information
No independent financial analysis: This Document is not considered as an independent financial research product under Swiss 
laws and regulations, in particular the directives on the Independence of Financial Research issued by the Swiss Bankers 
Association (SBA) (the “Directives”) and consequently this Document is not governed by the Directives to the publication and 
distribution of independent financial research reports, including relevant restrictions or required disclosures.
No investment recommendation: This Document does not constitute and does not contain information recommending or 
suggesting an investment strategy, explicitly or implicitly, concerning one or several financial instruments or the issuers, including 
any opinion as to the present or future value or price of such instruments. This Document does not contain recommendations to
the general public about financial instruments nor should it be considered as a preparatory act to the provision of an investment 
service or carrying out of an investment activity
No investment advice and no personal recommendation: This document is not and does not contain investment advice and/or 
personal recommendations. In particular, nothing contained in this Document may be considered as a recommendation that is 
made to a person in his capacity as an investor or potential investor, or in his capacity as an agent for an investor or potential 
investor, that is suitable or appropriate to a recipient’s individual circumstances. Nothing contained in this document may be 
considered as an invitation, or suggestion, or recommendation or equivalent to:
- Buy, sell, subscribe for, exchange, redeem, hold or underwrite a particular financial instrument; or
- Exercise or not to exercise any right conferred by a particular financial instrument to buy, sell, subscribe for, 
exchange, or redeem a financial instrument. 
No offer and/or placement of financial instruments: The opinions expressed in this document are based upon the author(s) 
analysis and interpretation of these particulars and are not to be construed as an invitation, solicitation or offer to buy, sell or 
place financial instruments.
Copyright
This document may not be reproduced in whole or in part, or further distributed or published or referred to in any manner 
whatsoever, nor may the information, opinions or conclusions contained in it be referred to without in each case the prior express 
written consent of GMG.


