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By Eleanor Warnock

One of Asia’s largest asset 
managers, Japan’s Nikko Asset 
Management, is teaming with polit-
ical-risk advisory firm Eurasia Group 
to create emerging-market funds that 
incorporate political-risk analysis.

While many institutional inves-
tors and investment banks use 
Eurasia Group’s analysis, this is the 
first such partnership between the 
consultancy and an asset manager. 
For Nikko Asset, overlaying Eurasia’s 
index on its fund and investing deci-
sions means a shift in its emerging-
markets strategy to one where geopo-
litical risks are considered before 
picking specific assets, as opposed to 
an approach where industries were 
viewed across geographies, as was 
common in the asset-management 
industry before the global financial 
crisis, Executive Chairman David 
Semaya said.

“The world is entering into a period 
of geopolitical creative destruction,” 
Eurasia President Ian Bremmer said 
in an interview in Tokyo, citing recent 
instability in the Middle East and in 
Russia.

The inclusion of Eurasia Group’s 
data into investing might have made 
Nikko Asset some profitable decisions 

in the past, according to a white paper 
issued by the two firms.

For instance, had Eurasia Group’s 
analysis been used, Nikko Asset 
would have raised its rating on India 
to “overweight” from “neutral” 
following that country’s 2014 election 
of a pro-reform government, as well 
as increased its “underweight” rating 
on Brazilian equities relative to India 

after the South American country 
re-elected a president who was on 
weaker political footing to implement 
change, according to the white paper.

Indian equities outperformed 
Brazilian equities by more than 50% 
in dollar terms from April 2014 to the 
end of February 2015, according to 
the report.
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citing recent instability in the Mid-
dle East and in Russia.

The inclusion of Eurasia Group’s
data into investing might have made
Nikko Asset some profitable deci-
sions in the past, according to a
white paper issued by the two firms.

For instance, had Eurasia Group’s
analysis been used, Nikko Asset
would have raised its rating on India
to “overweight” from “neutral” fol-
lowing that country’s 2014 election

of a pro-reform government, as well
as increased its “underweight” rat-
ing on Brazilian equities relative to
India after the South American
country re-elected a president who
was on weaker political footing to
implement change, according to the
white paper.

Indian equities outperformed
Brazilian equities by more than 50%
in dollar terms from April 2014 to
the end of February 2015, according
to the report.
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Eurasia Group's Global Political Risk Index will be used by Japan's Nikko Asset
Management to create fund products. The countries with lower scores are
considered less politically stable. Scores of selected countries:
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Dimon Sees the Clouds
Over J.P. Morgan Lifting

James Dimon says the regulatory
cloud is lifting above J.P. Morgan
Chase & Co. But the CEO still fore-
casts some squalls ahead.

In his annual shareholder letter
released late Wednesday, Mr. Dimon
blamed legal and regulatory costs for
weighing on the firm’s share price but
said he expects the firm’s legal costs
to “normalize” in 2016. The chief ex-
ecutive said the bank still faces legal
uncertainty, highlighting continuing
foreign-exchange settlement negotia-
tions, but added that he thinks it will
“diminish” over time. J.P. Morgan has
paid more than $26 billion in recent
years in fines and settlements.

The 59-year-old reiterated his
stance that banks unfairly pay sev-
eral regulators on the same issues.
“This is an unprecedented approach
that probably warrants a serious
policy discussion—especially if
those regulators (as at least some of
them have acknowledged) don’t take
into account what is being paid to
the others,” he said in his letter.

The J.P. Morgan chairman else-

where had kind words for regula-
tors, noting that he is a strong pro-
ponent of the Federal Reserve’s
annual “stress tests” measuring how
well banks would weather another
financial crisis. But he said J.P. Mor-
gan has a plan in place that is not
fully reflected in the Fed models. For
instance, he said, the bank would be
“far more aggressive” cutting ex-
penses, specifically compensation; it
would cut its dividend and stock
buyback programs to conserve capi-
tal; it wouldn’t let its balance sheet
grow quickly; and it wouldn’t allow
trading losses to reach $20 billion,
as the stress test predicted.

“The stress test assumes that
dramatic market moves all take place
on one day and that there is very lit-
tle recovery of values. In the real
world, prices drop over time,” he
said. He also reminded shareholders
that in the “actual” financial crisis of
2008 the bank didn’t lose money in
any quarter. A Fed spokesman didn’t
respond to a request for comment.

In its annual proxy filing, released
Wednesday, J.P. Morgan said Mr. Di-
mon’s compensation package totaled
$20 million, unchanged from 2013.
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