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For over two decades, investors in the Japanese stock market have had to deal with the volatility of corporate earnings as
well as the fluctuations in the currency, which at many times, had a strong correlation. Companies had a strong tendency
to preserve and accumulate capital, especially during uncertain times, most of the time at the expense of shareholders’
returns, and only rewarded shareholders when there were exceptional profits.

As a result, investors had a strong inclination towards companies that demonstrated the ability to generate high
profitability and growth.

However, since early 2023, when the Stock Exchange initiated steps to push companies to improve their capital efficiency
and corporate value, it has since become an unstoppable juggernaut that has taken a life of its own, with activist investors,
foreign and domestic institutional investors, retail investors, proxy voting advisors and even regulators all pushing for
better corporate governance and shareholders’ returns. 

Corporate management, once comfortable in their cocoon of friendly investors from cross-shareholdings and passive
minority shareholders, have been forced to take measures to show investors they have their interests at heart, both in the
performance of the shares and in shareholders’ returns such as dividends and share buybacks. 

While the situation started as one of forced action, having now seen the positive impact of such actions on both the share
prices and management stature, many corporate managers have now embraced the notion of corporate governance and
shareholders’ returns. 

The effect of this change in mindset is that companies have made stable and rising shareholder returns one of the key
priorities, with many companies setting minimum dividend levels regardless of profits as well as hiking dividends annually
as a target, regardless of earnings outlooks.
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FROM AN EARNINGS-DRIVEN MARKET TO 
A RETURNS-DRIVEN MARKET

COMPANIES HIKE DIVIDENDS DESPITE UNCERTAIN
OUTLOOK

Source: Bloomberg consensus EPS and DPS estimates for current year (weekly data), as of 8 June 2025. 



Another highly positive effect is that companies now seek to dispose of previously unutilized assets such as idle land or
cross shareholdings as well as non-core businesses to convert into cash for growth investments or return to shareholders.
Such actions can raise the value of companies considerably and the success of companies disposing of such assets has
prompted others to follow suit. At the same time, activist investors have become motivated by the success of pressing
management into such reforms, and such activism is growing rapidly, pushing more companies into action.

With the ongoing structural change in the Japanese stock market, it is slowing turning from an earnings-driven market to a
returns-driven market. The type of investors who participate in the market may also be changing in the foreseeable future.
There is a high possibility that investors who previously made short-term bets like the infamous Yen-carry trade (shorting
the Japanese Yen and buying the Nikkei 225 Index) may gradually be replaced by longer-term investors who value stable
returns. This relative stability will likely improve the risk-return dynamics of the market and further attract investors to the
market. 

This structural change in the market is especially important in the context of the current highly uncertain and unpredictable
geopolitical climate where the world is becoming increasingly polarized. 

Corporates and investors alike have to navigate in this environment. As companies provide stability in returns to investors,
investors are less likely to be fickle and the capital market remains stable, allowing for rational decision-making. Such a
market environment could provide a safe harbor for investors. 

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 that have the ability to
combine sustainable growth with enhanced shareholders’ returns.
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UNDERSTANDING THE MARKET SHIFT



4

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. LionGlobal Japan Fund and LionGlobal Japan Growth 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).
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