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EQUITIES - JAPAN 1 Mth (%) 3 Mth (%) 6 Mth (%) YTD (%) 3 YRS (%)  

MSCI Japan 4.3 12.5 18.3 12.5 -8.0

Nikkei 225 5.5 11.4 17.0 11.4 -1.4

Topix 4.3 12.4 17.4 12.4 -6.8

In March, the MSCI Japan Index rose 4.1 per cent month on month (m-o-m) in USD terms, bringing the year-to-date increase 
to 10.7 per cent and making Japan the best-performing equity market globally.  

Global equities, including Japanese equities, came under selling pressure mid-month due to concerns over the Cyprus 
bailout and worries about the political situation in Italy. However, expectations for monetary easing measures increased again 
ahead of the Bank of Japan’s (BOJ) first monetary policy meeting on 4-5 April 2013 under the leadership of its new governor 
Haruhiko Kuroda. This helped the market to recover some ground.    

Prime Minister Shinzo Abe’s announcement that Japan would join the Trans-Pacific Partnership (TPP) talks also lifted 
sentiment. The move is significant as it is a demonstration of the government’s intent to pursue structural reforms, namely 
deregulation in areas such as agriculture, healthcare and financial services. According to the Cabinet Office, participating in 
the TPP is estimated to add Y3trn to Japan’s potential GDP, or 0.6 to 0.7 per cent of GDP.

The best performing sectors in March were the utilities, telecommunications and financials sectors. The worst performers 
were the energy, materials and information technology sectors.    

Outlook and Strategy
The strong momentum in Japan equities may continue for a while longer. The BOJ’s decision to implement massive monetary 
easing at its first monetary policy meeting was a major positive as this has dispelled doubts about it sticking to its commitment 
of achieving a 2 per cent inflation target. The BOJ is now planning to double its balance sheet over the coming 18-24 months, 
and this would most likely sustain downward pressure on the Yen, thereby providing a tailwind for the exporters.  

Another encouraging signal is the increased signs of an economic recovery. In March, Japan’s Purchasing Managers’ Index 
(PMI) rose for the third consecutive month, rising by 1.9 points to 50.4. Notably, new orders rose sharply by 4 points to 52.8, 
while new export orders surged 6.5 points to 53.9.  

Going forward, corporate results announcements in May and the roll-out of the government growth strategies in June ahead 
of the July Upper House Elections will likely influence the direction of the market.  

Risk factors for Japan equities include the fiscal cliff in the US and renewed financial turmoil in the Eurozone. We are currently 
overweight consumer discretionary, consumer staples and industrials, neutral financials, telecommunications and technology 
and underweight materials and utilities.

Returns in Singapore dollars. Source: Datastream, data as at 28 March 2013
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All statistics quoted in the write-up are sourced from Bloomberg as of 28 March 2013 unless otherwise stated.

Asset Allocation

SECTORS MSCI JApan (%)* POLICY

Consumer Discretionary            20.72 Overweight

Consumer Staples               6.64 Overweight

Energy               1.34 Underweight

Financials            21.00 Neutral

Health Care               6.87 Neutral

Industrials            19.27 Overweight

Information Technology            10.65 Neutral

Materials               6.40 Underweight

Telecommunication  
Services               4.44 Neutral

Utilities               2.67 Underweight

TOTAL 100.00

*As at 28 March 2013
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Important Notice & Disclaimers 

This publication shall not be copied or disseminated, or relied upon by any person for whatever purpose. The information 
herein is given on a general basis without obligation and is strictly for information only. This publication is not an offer, 
solicitation, recommendation or advice to buy or sell any investment product, including any collective investment schemes or 
shares of companies mentioned within. Although every reasonable care has been taken to ensure the accuracy and objectivity 
of the information contained in this publication, UOB Asset Management Ltd and its employees shall not be held liable for 
any error, inaccuracy and/or omission, howsoever caused, or for any decision or action taken based on views expressed or 
information in this publication. The information contained in this publication, including any data, projections and underlying 
assumptions are based upon certain assumptions, management forecasts and analysis of information available and reflects 
prevailing conditions and our views as of the date of this publication, all of which are subject to change at any time without 
notice. UOB Asset Management Ltd (“UOBAM”) does not warrant the accuracy, adequacy, timeliness or completeness of 
the information herein for any particular purpose, and expressly disclaims liability for any error, inaccuracy or omission. Any 
opinion, projection and other forward-looking statement regarding future events or performance of, including but not limited 
to, countries, markets or companies is not necessarily indicative of, and may differ from actual events or results. Nothing 
in this publication constitutes accounting, legal, regulatory, tax or other advice. The information herein has no regard to the 
specific objectives, financial situation and particular needs of any specific person. You may wish to seek advice from a 
professional or an independent financial adviser about the issues discussed herein or before investing in any 
investment or insurance product. Should you choose not to seek such advice, you should consider carefully 
whether the investment or insurance product in question is suitable for you.

UOB Asset Management Ltd Co. Reg. No. 198600120Z


