
Recent price corrections due to live door shock are in fact welcome to stabilize the 2005 price surge for the 

Japanese stock market. ( please refer to recent news update). 

Investors are feeling increasingly confident about the course of the economy. The recent surge in share 

prices is attributed to corporate restructuring and market structural reforms. Japanese companies have 

finally got rid of the so called three excesses-excessive debts, excessive employment and excessive 

production capacity.  

Recovery is now filtering down from the corporate sector to households supporting steady growth in 

consumer demand. While 2005 was overwhelmingly positive for the Japanese equity market and Japanese 

economy 2006 looks particularly encouraging too, with continuing growth in corporate profits for the fifth 

consecutive year. The beginning of a revival in the property market and wages on the increase as the 

employment outlook continues to improve. We believe that rising consumer spending and buoyant capital 

spending will bring sustainable economic growth in 2006 and thereafter. It does appear that 2006 will mark 

a milestone for the economy as the prolonged deflationary recession comes to an end. In short we are 

convinced that the Japanese stock market has entered a decennial structural bull run. This is also based on 

our belief that domestic individual’s ad onshore mutual funds will further increase their exposure and 

become major players in the market. Domestic pension money will also start to increase their equity 

exposure within the next years. 

Japanese individuals hold only 7 % of their financial assets (Yen 1,450 trillion) in equities and 3 % in mutual 

funds, which are far below respective 33, 5 % and 13 % for the U.S.A. A shift of 1% of their assets into 

domestic equities will amount to Yen 14, 5 trillion or much greater than the total net purchases of Yen 10 

trillion by foreign investors in 2005. 

We also remain convinced that the most attractive areas of investment in Japan for the foreseeable 

future  lies with companies benefiting from the structural changes taking place in the Japanese economy 

as Japan evolves from a regulated to a fully deregulated economy. 

No doubt that those shares will command a substantial re-rating in 2006. 

 
 


