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Since our previous update on the Japan market in April 2023, events have turned out much as
expected and the Japan stock market has delivered stellar returns through this period, with the
TOPIX Total Return Index giving 28.3% return in 2023 and another 20.1% return in 1H2024 in
Japanese Yen terms . Both the broad market index TOPIX and well-known Nikkei 225 achieved
new historical record highs in early July 2024, beating the bubble era highs of 1989-90.

To recap the events and our expectations in April 2023, the Tokyo Stock Exchange requested
companies to take steps to improve their capital efficiency and corporate value. This led to the
majority of corporate management in Japan delivering much improved corporate governance and
shareholder returns in 2023 and so far in 2024, with record levels of dividends and share buyback
announcements made in the fiscal year ended in March 2024 and a new quarterly record value of
share buyback announcements expected for the first quarter of the new fiscal year. At the same
time, the rapidly improving inflation and wage hike cycle has led the Bank of Japan (BOJ) to remove
its ultra-easy monetary policies of Negative Interest Rate Policy (NIRP) and Yield Curve Control
(YCC) in March 2024, and the BOJ is now preparing to reduce its government bond purchases and
lift interest rates further. Investors have responded positively to the change in both management
attitudes and the macro environment, pushing the stock market to new record levels.

So, what can we look forward to from now? The simple answer is “more of the same”.
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Figure 1: TOPIX Index (2023-24)

Source: Bloomberg, 10 July 2024
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1989 Figure 2: TOPIX Index beating the bubble era highs of 1989-90 in 2024
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DEFLATION TO INFLATION
The other area of change is Japan’s shift from deflation to inflation. The 2024 spring wage hike outcome
recently announced was a base pay rise of 3.56% and headline wage increase of +5.10%, accelerating
sharply from the 2023 hikes of 2.12% and 3.58% respectively  . These are figures not seen since the bubble
era in the early 1990s. The accelerating wage hikes together with inflation that is sustaining at above 2%, 
is expected to bring about a change in attitudes by both consumers and corporates’ spending. We have
already seen a consistent rise in capital expenditure by corporates since 2022, brought about by improving
profitability, inflationary outlook and tightening labour shortage. We expect consumers to join the increase
in spending as well as shift their large cash holdings into higher yielding assets such as stocks where
companies are raising dividends and bonds where the Bank of Japan (BOJ) is expected to further lift interest
rates.
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All data are sourced from Lion Global Investors and Bloomberg as at 8 July 2024 unless otherwise stated. 

STRUCTURAL CHANGES IN CORPORATE GOVERNANCE
Unlike the stock market bubble in 1990, the new record high market levels in Japan recently achieved were
backed by structural changes in corporate governance and the economic environment, leading to re-
appraisal by global investors. As Japan is only in the early stage of these structural changes, we expect such
changes to continue in the foreseeable future and the re-rating of the Japan stock market by global and
domestic investors to continue in tandem.

Our LionGlobal Japan Growth Fund and LionGlobal Japan Fund both seek to participate in the ongoing
corporate reforms and improving shareholder returns at Japanese corporates. In particular, we focus on
companies with strong global competitiveness and can ride on structural growth trends and grow through
value-added products. In addition, we will focus on companies that have the capacity to improve on
shareholder returns and companies that will benefit from the recovery of pricing power in Japan.

 Source: Bloomberg, Tokyo Stock Exchange, Nikkei, as of 8 July 2024
 Source: Japanese Trade Union Confederation (Rengo), as of 3 July 2024
 Source: Bloomberg, Ministry of Internal Affairs and Communications, as of 8 July 2024
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EARLY STAGES OF CORPORATE GOVERNANCE REFORMS
Japanese companies are in the early stages of corporate governance reforms which will lead to better
shareholder returns. Together with proxy voting advisors, many institutional investors in Japan have started to
tighten their voting policies to hold top company executives responsible to deliver higher returns on capital,
accelerate unwinding of crossholdings and reduce holdings of excess cash. Activist investors have further
increased their presence and shareholder proposals have further ratcheted up in 2024. As a result, approval
rates for top executives have declined in general during the 2024 Annual General Meetings (AGM). While the
approval rates have not declined to alarming levels for many companies, they serve as continued pressure to
keep improving returns for shareholders or face further scrutiny in the next AGM. At the same time, another
category of investors has come into play. These are new individual investors who have been incentivized by
the enhanced NISA program, which allows tax-free stock investments for Japanese retail investors. Many of
these investors focus on stable and rising dividends, leading many companies to tweak their shareholder
return policies to focus on keeping dividends stable and rising continuously. Such return policies help reduce
market volatility in times when earnings are uncertain.

For the full list of awards, please refer to www.lionglobalinvestors.com
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DISCLAIMER
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This advertisement or publication has not been reviewed by the Monetary Authority of Singapore. It is for
information only, and is not a recommendation, offer or solicitation for the purchase or sale of any capital
markets products or investments and does not have regard to your specific investment objectives,
financial situation, tax position or needs.

You should read the prospectus and Product Highlights Sheet of the relevant fund which are available
and may be obtained from Lion Global Investors Limited (“LGI”) or any of its distributors, for further
details including the risk factors and consider if a fund is suitable for you and seek such advice from a
financial adviser if necessary, before deciding whether to invest in the fund. Applications for units in our
funds must be made on forms accompanying the prospectus. 

Investments in our funds are not obligations of, deposits in, guaranteed or insured by LGI or any of its
affiliates and are subject to investment risks including the possible loss of the principal amount invested.
The performance of a fund is not guaranteed and the value of units in a fund and the income accruing to
the units, if any, may rise or fall. Past performance, payout yields and payments as well as any
predictions, projections, or forecasts are not necessarily indicative of the future or likely performance,
payout yields and payments of a fund. Any extraordinary performance may be due to exceptional
circumstances which may not be sustainable. Dividend distributions, which may be either out of income
and/or capital, are not guaranteed and subject to LGI’s discretion. Any such dividend distributions will
reduce the available capital for reinvestment and may result in an immediate decrease in the net asset
value of the fund. Any references to specific securities are for illustration purposes and are not to be
considered as recommendations to buy or sell the securities. It should not be assumed that investment in
such specific securities will be profitable. There can be no assurance that any of the allocations or
holdings presented will remain in the fund at the time this information is presented.

Any information (which includes opinions, estimates, graphs, charts, formulae or devices) is subject to
change or correction at any time without notice and is not to be relied on as advice. You are advised to
conduct your own independent assessment and investigation of the relevance, accuracy, adequacy and
reliability of any information or contained herein and seek professional advice on them. No warranty is
given and no liability is accepted for any loss arising directly or indirectly as a result of you acting on such
information. The fund may, where permitted by the prospectus, invest in financial derivative instruments
for hedging purposes or for the purpose of efficient portfolio management. The Fund’s net asset value
may have higher volatility as a result of its narrower investment focus on a limited geographical
market, when compared to funds investing in global or wider regional markets. LGI, its related
companies, their directors and/or employees may hold units of a fund and be engaged in purchasing or
selling units of a fund for themselves or their clients.

This publication is issued in Singapore ©Lion Global Investors® Limited (UEN/ Registration No.
198601745D). All rights reserved. LGI is a Singapore incorporated company, and is not related to any
corporation or trading entity that is domiciled in Europe or the United States (other than entities owned
by its holding companies).


