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ABENOMICS REKINDLES INVESTOR INTEREST

Since its introduction in 2012, Abenomics has sparked 

investor interest and forced a reappraisal of Japan’s 

equities. Abenomics refers to a three-pronged policy 

approach to pull Japan out of its decades-long 

deflationary slump. 

The first two policies which are massive open ended 

monetary and fiscal stimulus, have had a rapid effect on 

changes in the market’s expectations. 

The third, the most important in our view, refers to top 

down structural reforms which can contribute to the 

improvement of longer term corporate earnings growth. 

Its implementation and influence, however, is likely to be 

slow and gradual. 

BUT ABENOMICS IS NOT OUR REASON 
FOR INVESTING IN JAPAN…

Japan’s long period of economic adjustment is coming 

to an end. 

Recent increases in bank lending and tight labour 

market conditions (tightest in a generation) indicate 

that the days of excess supply of capital and labour are 

largely over. The unemployment rate fell to an 18-year 

low of 3.3%1 which is supportive of a wage-growth 

cycle ahead.

Overall, the domestic economy and prospects for 

corporate earnings have the best outlook they have had 

for the last 25 years. 

…THE STRENGTH OF JAPAN’S CORPORATE 
SECTOR IS

Improving corporate fundamentals should be the 

main reason to invest in Japan equities. In fact, 

meaningful changes at company level have begun 

many years before the promise of Abenomics’ top-

down policy reform.

Corporate Japan is delivering strong earnings growth 

and making positive use of cash. This comes in the form 

of increased dividends and payout ratios, share buyback 

plans and selective investments. 

PRECONDITIONS ARE IN PLACE TO OFFER 
A GOOD INVESTMENT OPPORTUNITY 

Japan’s overall market has rallied strongly since 2013 on 

improving corporate fundamentals. Valuations, however, 

have not re-rated to the same extent nor have all stocks 

risen in line with the market. 

This is a solid background to invest in businesses which 

look cheap compared to the earnings they can generate 

in the long run. 

1Source: Bloomberg, as at May 2015.



 

Investing in Japan: Corporates lead the way | Page 2 

 insights

We believe that starting valuations determine the 

investment opportunity. Dispersion between the most 

expensive and cheapest companies remains wide; there 

are just as many cheap valuation outliers as there were 

at the start of the 2013 rally. 

Our focus is on those mispriced companies with 

improving fundamentals which have yet to be 

recognised by the market. 

An increased focus on cash flow, return on investments, 

and other measures of business efficiency which has 

been accelerating since 2008 will likely contribute to the 

longer term re-rating in Japan equities. 

OUR INVESTMENT APPROACH EXPLOITS 
THESE OPPORTUNITIES…

We believe that in order to outperform the market you 

need to do things differently to the market. We are 

essentially valuation driven, price sensitive, but patient 

investors. 

Starting valuations are critical when investing in equities 

and company valuations should be analysed independently 

of the macroeconomic themes that the broader market 

perceives to be important at a point in time.

Unrecognised fundamental improvements in Corporate 

Japan provide an opportunity for investors like us 

to build meaningful positions in attractively valued 

companies with strong franchises. 

We observe that true underlying value is not always 

reflected in share prices. Investors’ behavioural biases 

drive share prices below or above the long term value of 

a company. Such biases are systemic and best exploited 

by disciplined, long-term investors.

… IN OUR CLIENTS’ BEST INTERESTS
The Eastspring Japan Equity team has received numerous 

industry awards and accolades in recognition of one of 

the strongest track record in Japan Equity (see Fig.1).

Fig.1. Eastspring Investments – Japan Dynamic Fund 
Performance – Class A

 Offer-bid      Bid-bid      Benchmark 

Source: Eastspring Investments, as at 31 May 2015 in USD.
Performance calculated in USD with net income reinvested. 
Offer-bid includes 5% Initial Sales Charge w.e.f. 01 August 
2012 and 5.75% Initial Sales Charge prior to 01 August 
2012; Inception Date: 07/02/2011. Prior to 1 May 2012, 
benchmark returns were on a Gross Dividend basis. With 
effect from 1 May 2012, the benchmark returns are on a 
Net Dividend basis. The two series are chain-linked to derive 
the longer period benchmark returns. The chart above is 
included for illustrative purposes only. Past performance is 
not necessarily indicative of the future or likely performance 
of the Fund. Benchmark is MSCI Japan Index (Net).
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To maximise long-term performance, we have crafted a 

concentrated portfolio consisting of our best investment 

ideas. We only select high conviction stocks which offers 

the greatest upside potential, and build the portfolio 

from the bottom up. 

We also consider risk diversification from a bottom up 

perspective and hold as many uncorrelated positions as 

possible. The Fund is not constrained by a benchmark, 

market capitalisation bias or the latest investment theme 

in the market. 
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Disclaimer

This document is issued in: 

Singapore by Eastspring Investments (Singapore) Limited (UEN: 199407631H). Eastspring Investments (Singapore) Limited is 
the appointed Singapore Representative and agent for service of process in Singapore.

Hong Kong by Eastspring Investments (Hong Kong) Limited.

United Arab Emirates by Eastspring Investments Limited which has its office at Precinct Building 5, Level 6, Unit 5, Dubai 
International Financial Center, Dubai, United Arab Emirates. Eastspring Investments Limited is duly licensed and regulated by 
the Dubai Financial Services Authority (DFSA). This information is directed at Professional Clients as defined by the Conduct 
of Business rulebook of the DFSA and no other person should act on it. 

Luxembourg by Eastspring Investments (Luxembourg) S.A., Grand-Duchy of Luxembourg.

United Kingdom by Eastspring Investments (Luxembourg) S.A. – UK Branch, 125 Old Broad Street, London EC2N 1AR.

This document has not been reviewed by the regulators of the above entities such as Securities and Futures Commission, 
Hong Kong, Monetary Authority of Singapore, Dubai Financial Services Authority etc.

The Fund is a sub-fund of Eastspring Investments (“the SICAV”), an open-ended investment company with variable capital 
(Société d’Investissement à Capital Variable) registered in the Grand Duchy of Luxembourg, which qualifies as Undertaking 
for Collective in Transferable Securities (“UCITS”) under relevant EU legislation. 

All transactions into the Fund should be based on the latest available prospectus, Key Investor Information Document (KIID), 
and any applicable Fund or share class offering document of the SICAV. Hong Kong investors should refer to the Hong Kong 
Summary Prospectus and Product Key Fact Statements (“KFS”). Singapore investors should refer to the Singapore Prospectus 
and Product Highlights Sheet (“PHS”). Such documents, together with the annual and semi-annual financial reports and the 
articles of incorporation of the SICAV, may be obtained free of charge from Eastspring Investments (Luxembourg) S.A. at 26, 
Boulevard Royal, L-2449 Luxembourg, Grand-Duchy of Luxembourg, or at relevant Eastspring Investments business units/
website and their distribution partners.

This document is solely for information and does not have any regard to the specific investment objectives, financial situation 
and the particular needs of any specific person who may receive this document. This document is not intended as an offer, a 
solicitation of offer or a recommendation, to deal in shares of securities or any financial instruments. 

Please refer to the offering documents for details on fees and charges, dealing and redemption, product features, risk factors 
and seek professional advice before making any investment decision. An investment in the Fund is subject to investment risks, 
including the possible loss of the principal amount invested. The value of shares in the Fund and the income accruing to the 
shares, if any, may fall or rise. Where an investment is denominated in a currency other than your base currency exchange 
rates may have an adverse effect on the value price or income of that investment. You should not make any investment 
decision solely based on this document. Investors may wish to seek advice from a financial adviser before purchasing units of 
the Fund. In the event that he chooses not to seek advice from a financial adviser, he should consider carefully whether the 
Fund in question is suitable for him.

Past performance and the predictions, projections, or forecasts on the economy, securities markets or the economic trends 
of the markets are not necessarily indicative of the future or likely performance of Eastspring Investments or any of the funds 
managed by Eastspring Investments. There are limitations to the use of indices as proxies for the past performance in the 
respective asset classes/sector.

The Fund may use derivative instruments for efficient portfolio management and hedging purposes.

The Fund may, at its discretion, pay dividends out of capital or gross income while charging all or part of its fees and expenses 
to its capital, resulting in higher distributable income. Thus, the Fund may effectively pay dividends out of capital. Payment 
of dividends out of capital (effective or not) amounts to a return or withdrawal of part of an investor’s original investment or 
from any capital gains attributable to that original investment, which may result in an immediate reduction of the net asset 
value per share/unit. The distributions, including amounts and frequency, are not guaranteed and are subject to the discretion 
of the Fund. Past dividends declared are not a forecast or projection of future distributions.

The preceding paragraph is only applicable if the Fund intends to pay dividends / distributions.  
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Singapore | Hong Kong | Dubai | Ho Chi Minh City | Jakarta | Kuala Lumpur | Mumbai | Seoul | Shanghai | Taipei | Tokyo | Chicago | Luxembourg | London

For more information contact content@eastspring.com  |  Tel: (65) 6349 9100 

Eastspring Investments companies (excluding JV companies) are ultimately wholly-owned / indirect subsidiaries / associate of 
Prudential plc of the United Kingdom. Eastspring Investments companies (including JV’s) and Prudential plc are not affiliated 
in any manner with Prudential Financial, Inc., a company whose principal place of business is in the United States of America. 

United Kingdom
For the purpose of UK law, the SICAV fund, which information is hereby disclosed, is a recognized scheme under section 264 of 
the Financial Services and Markets Act 2000. Please note that the protections provided by the UK regulatory system, especially 
for retail clients, do not apply to offshore investments. Compensation under the UK Financial Services Compensation Scheme 
will not be available and UK cancellation rights do not apply. Relevant information on the SICAV is also available at Eastspring 
Investments (Luxembourg) S.A. – UK Branch, 125 Old Broad Street, London EC2N 1AR and on www.eastspring.co.uk.

Norway
The fund has been notified and registered with the Norwegian Financial Supervisory Authority (Finanstilsynet) in accordance 
with UCITS Directive 2009/65/EC.

Sweden
The SICAV is a UCITS which has been passported into Sweden for marketing and sale to the public for the purpose of the 
Swedish Investment Funds Act (Sw. lag (2004:46) ominvesteringsfonder) and has therefore been registered by the Swedish 
Financial Supervisory Authority (Sw. Finansinspektionen) pursuant to the Swedish Investment Funds Act. This marketing 
material only refers to sub-fund(s) and share classes of the SICAV which have been passported for marketing and sale into 
Sweden under the Swedish Investment Funds Act.

Switzerland
In Switzerland, the documents referred to above may also be obtained free of charge from (i) First Independent Fund Services 
Ltd, having its registered office at Klausstrasse 33, CH-8008 Zurich, who is acting as Swiss Representative Agent of the SICAV 
and (ii) NPB – New Private Bank Ltd, having its registered office at Limmatquai 1/am Bellevue, CH-8022 Zurich, who is acting 
as Swiss Paying Agent of the SICAV.
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