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Japan’s economy should boom after the Olympics burden passes. Its stock market will likely rebound sharply too, but one 
item that has limited Japan’s equity culture, and thus, its wealth, especially for wary pensioners, is overly conservative 
guidance by corporations for upcoming fiscal year earnings. There are some shop-worn excuses for this tradition beyond 
simple cultural ones like the country’s penchant for humility, and no one is suggesting hyperbole, but corporations not 
wishing to seem greedy or too profitable is not a good excuse. Beating weak profit expectations is not a good excuse 
either, as domestic analysts often broadcast these weak expectations, which is hardly helpful for stock market confidence, 
as people (and computer programs) often only believe good news when they see it. Then, after seeing profits beat 
expectations, markets are often faced with another round of conservative guidance.  
 
It is impossible to truly measure the effect of overly conservative guidance, but it is a form of poor corporate governance 
and it hurts Japan and its investors. Is being overly conservative in any aspect of running a business likely to succeed in this 
competitive world? The goal is to improve domestic confidence in taking some risk for long-term equity investment, 
matching that of the Bank of Japan’s ETF program and the government’s tax-incentivized investment plans for retail 
investors. It is unclear why this problem with guidance has not been addressed, but any rules or guidance from the 
government or the Tokyo Stock Exchange on this matter should be significantly reformed, so that companies can improve 
their methods. If, for instance, companies are not confident about predicting next year’s backdrop for growth, they can use 
official estimates of global and domestic GDP or other data to determine their outlook. In sum, this would lead to a much 
more honest procedure for earnings guidance that puts regular retail investors on a more level playing field with 
professionals. 
 
Further regarding governance and the solidification of an equity culture, only a few companies, which were in dire straits, 
cut their dividend last year. This represented major progress from previous downcycles and as I have long-suggested to 
managements, keeping dividends on an upward course is crucially important as it shows confidence in the company’s 
future in a way that reassures wary domestic investors. Indeed, payout ratios should rise to nearly 50% of earnings for 
stable growth companies, while buybacks should be diminished because domestic retail investors usually do not 
understand them. By contrast, they definitely understand dividends and desperately need the income. Combining solid 
dividend growth with more confident earnings guidance will keep building the “equity culture” for long-term investors. As 
proven in the last two cycles, Japan does not need foreign investors to spur bull markets anymore, but it does need to 
keep rewarding domestic retail and institutional investors with proper dividends and guidance. 
 
To help provide the truth to these investors, instead of the constant barrage of negativity from the foreign media and 
aggressive hedge funds, there are other myths to dispelled:  
 
1) Demographics have not stopped corporate profits from tripling over the last decade, as Japanese companies have 
strongly improved their productivity and corporate governance.  
 
2) Similarly, low domestic GDP growth has not stopped earnings growth from surging, partly due to Japan’s corporate 
gearing to strong global growth.  
 
3) As for the fear that countries with high debt to GDP ratios are doomed, while certainly a negative, Japan proves that one 
can miss a decade of excellent equity returns while worrying about this.  
 
4) BOJ ETFs are an overhang: another case that one can miss years of excellent returns while worrying. BOJ purchases have 
dwindled this year and in a recent proprietary survey, we found that the vast majority of strategists forecast the BOJ will 
not sell its holdings in any way that negatively impacts the market (unless it becomes a bubble). 
 
Fortunately, there are signs that Japan’s equity culture is expanding among domestic retail investors, particularly those 
of the younger generation, many of whom have opened trading accounts at online brokerages in great numbers 
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during the pandemic. Catering to these investors are the country’s largest online brokerages, who have sought to lure 
younger retail investors by slashing commission fees. 
   
Other retail investors are tapping the equity market through different channels. For example, the Nippon Individual 
Savings Account (NISA), a type of tax exemption program for retail investors, has seen a marked increase in new 
accounts and contributions recently, notably the “Dollar-Cost Averaging/Tsumitate” NISA with an annual contribution 
cap of JPY 400,000 and a tax exemption horizon of 20 years. According to Financial Services Agency data, in Q1 2021 
the number of Tsumitate NISA accounts among retail investors in their 20s and 30s increased by 21.7% (to roughly 
664,000) and 24.3% (to roughly 1,016,000), respectively, from Q4 2020. As Chart 1 shows, seen over a longer time span 
the number of Tsumitate NISA accounts has been increasing sharply. Accounts for investors in their 20s have increased 
at an annual growth rate of 274% over the past three years, and those for investors in their 30s have increased at an 
annual rate of 246%. 
 
Chart 1 : Number of "Tsumitate" NISA accounts by age group 
 

 
 Source: Financial Services Agency 
 
 
In sum, individual investors who remain diffident about equity investing will likely not retire as comfortably, or for an 
institutional investor, such an attitude will hamper client or corporate performance. There are risks, especially globally, 
but there has been a plethora of risks over the past fifteen years; yet, the Nikkei has surged, and yet unlike peaks before, 
valuations are very reasonable for the overall market. As a side note, investors should completely ignore Japan’s market 
history before 2005 like a bad dream, as that was the old Japan and we are definitely not returning to that, especially 
the wild equity valuations of that era. Of course, there will be bumps ahead, but like in every major country, including 
even Japan now, diversified long term equity investors have been solidly rewarded and should still expect such, 
especially if Japan’s corporations increase dividend payout ratios to much higher levels and provide honest earnings 
guidance in a way that encourages the expansion of the domestic equity culture. 
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Important Information 
This document is prepared by Nikko Asset Management Co., Ltd. and/or its affiliates (Nikko AM) and is for distribution only under such circumstances 
as may be permitted by applicable laws. This document does not constitute personal investment advice or a personal recommendation and it does 
not consider in any way the objectives, financial situation or needs of any recipients. All recipients are recommended to consult with their 
independent tax, financial and legal advisers prior to any investment.  
This document is for information purposes only and is not intended to be an offer, or a solicitation of an offer, to buy or sell any investments or 
participate in any trading strategy. Moreover, the information in this document will not affect Nikko AM’s investment strategy in any way. The 
information and opinions in this document have been derived from or reached from sources believed in good faith to be reliable but have not been 
independently verified. Nikko AM makes no guarantee, representation or warranty, express or implied, and accepts no responsibility or liability for 
the accuracy or completeness of this document. No reliance should be placed on any assumptions, forecasts, projections, estimates or prospects 
contained within this document. This document should not be regarded by recipients as a substitute for the exercise of their own judgment. 
Opinions stated in this document may change without notice.  
In any investment, past performance is neither an indication nor guarantee of future performance and a loss of capital may occur. Estimates of future 
performance are based on assumptions that may not be realised. Investors should be able to withstand the loss of any principal investment. The 
mention of individual securities, sectors, regions or countries within this document does not imply a recommendation to buy or sell.  
Nikko AM accepts no liability whatsoever for any loss or damage of any kind arising out of the use of all or any part of this document, provided that 
nothing herein excludes or restricts any liability of Nikko AM under applicable regulatory rules or requirements.  
All information contained in this document is solely for the attention and use of the intended recipients. Any use beyond that intended by Nikko AM 
is strictly prohibited.  
Japan: The information contained in this document pertaining specifically to the investment products is not directed at persons in Japan nor is it 
intended for distribution to persons in Japan.  Registration Number: Director of the Kanto Local Finance Bureau (Financial Instruments firms) No. 368 
Member Associations: The Investment Trusts Association, Japan/Japan Investment Advisers Association. 
United Kingdom and rest of Europe: This document is communicated by Nikko Asset Management Europe Ltd, which is authorised and regulated 
in the United Kingdom by the Financial Conduct Authority (the FCA) (FRN 122084).  This document constitutes a financial promotion for the purposes 
of the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the FCA in the United Kingdom, and is directed at professional 
clients as defined in the FCA Handbook of Rules and Guidance. 
United States: This document may not be duplicated, quoted, discussed or otherwise shared without prior consent. Any offering or distribution of a 
Fund in the United States may only be conducted via a licensed and registered broker-dealer or a duly qualified entity. Nikko Asset Management 
Americas, Inc. is a United States Registered Investment Adviser. 
Singapore: This document is for information to institutional investors as defined in the Securities and Futures Act (Chapter 289), and intermediaries 
only. Nikko Asset Management Asia Limited (Co. Reg. No. 198202562H) is regulated by the Monetary Authority of Singapore. 
Hong Kong: This document is for information to professional investors as defined in the Securities and Futures Ordinance, and intermediaries only. 
The contents of this document have not been reviewed by the Securities and Futures Commission or any regulatory authority in Hong Kong.  Nikko 
Asset Management Hong Kong Limited is a licensed corporation in Hong Kong. 
New Zealand: This document is issued in New Zealand by Nikko Asset Management New Zealand Limited (Company No. 606057, FSP22562). It is for 
the use of wholesale clients, researchers, licensed financial advisers and their authorised representatives only. 
Kingdom of Bahrain: The document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer to 
the public to purchase the Strategy will be made in the Kingdom of Bahrain and this document is intended to be read by the addressee only and 
must not be passed to, issued to, or shown to the public generally.  
Kuwait: This document is not for general circulation to the public in Kuwait. The Strategy has not been licensed for offering in Kuwait by the Kuwaiti 
Capital Markets Authority or any other relevant Kuwaiti government agency. The offering of the Strategy in Kuwait on the basis a private placement 
or public offering is, therefore, restricted in accordance with Decree Law No. 7 of 2010 and the bylaws thereto (as amended). No private or public 
offering of the Strategy is being made in Kuwait, and no agreement relating to the sale of the Strategy will be concluded in Kuwait. No marketing or 
solicitation or inducement activities are being used to offer or market the Strategy in Kuwait.  
Kingdom of Saudi Arabia: This document is communicated by Nikko Asset Management Europe Ltd (Nikko AME), which is authorised and regulated 
by the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the Financial Conduct Authority (the FCA) in the United 
Kingdom (the FCA Rules). This document should not be reproduced, redistributed, or sent directly or indirectly to any other party or published in full 
or in part for any purpose whatsoever without a prior written permission from Nikko AME. 
This document does not constitute investment advice or a personal recommendation and does not consider in any way the suitability or 
appropriateness of the subject matter for the individual circumstances of any recipient. In providing a person with this document, Nikko AME is not 
treating that person as a client for the purposes of the FCA Rules other than those relating to financial promotion and that person will not therefore 
benefit from any protections that would be available to such clients. Nikko AME and its associates and/or its or their officers, directors or employees 
may have or have had positions or material interests, may at any time make purchases and/or sales as principal or agent, may provide or have 
provided corporate finance services to issuers or may provide or have provided significant advice or investment services in any investments referred 
to in this document or in related investments. Relevant confidential information, if any, known within any company in the Nikko AM group or 
Sumitomo Mitsui Trust Holdings group and not available to Nikko AME because of regulations or internal procedure is not reflected in this document. 
The investments mentioned in this document may not be eligible for sale in some states or countries, and they may not be suitable for all types of 
investors.  
Oman: The information contained in this document nether constitutes a public offer of securities in the Sultanate of Oman as contemplated by the 
Commercial companies law of Oman (Royal decree 4/74) or the Capital Markets Law of Oman (Royal Decree80/98, nor does it constitute an offer to 
sell, or the solicitation of any offer to buy non-Omani securities in the Sultanate of Oman as contemplated by Article 139 of the Executive Regulations 
to the Capital Market law (issued by Decision No. 1/2009). This document is not intended to lead to the conclusion of any contract of whatsoever 
nature within the territory of the Sultanate of Oman.  
Qatar (excluding QFC): The Strategies are only being offered to a limited number of investors who are willing and able to conduct an independent 
investigation of the risks involved in an investment in such Strategies. The document does not constitute an offer to the public and should not be 
reproduced, redistributed, or sent directly or indirectly to any other party or published in full or in part for any purpose whatsoever without a prior 
written permission from Nikko Asset Management Europe Ltd (Nikko AME). No transaction will be concluded in your jurisdiction and any inquiries 
regarding the Strategies should be made to Nikko AME.  
United Arab Emirates (excluding DIFC):  This document and the information contained herein, do not constitute, and is not intended to constitute, 
a public offer of securities in the United Arab Emirates and accordingly should not be construed as such. The Strategy is only being offered to a 
limited number of investors in the UAE who are (a) willing and able to conduct an independent investigation of the risks involved in an investment in 
such Strategy, and (b) upon their specific request. The Strategy has not been approved by or licensed or registered with the UAE Central Bank, the 
Securities and Commodities Authority or any other relevant licensing authorities or governmental agencies in the UAE. This document is for the use 
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of the named addressee only and should not be given or shown to any other person (other than employees, agents or consultants in connection with 
the addressee's consideration thereof).  
No transaction will be concluded in the UAE and any inquiries regarding the Strategy should be made to Nikko Asset Management Europe Ltd. 
Republic of Korea: This document is being provided for general information purposes only, and shall not, and under no circumstances is, to be 
construed as, an offering of financial investment products or services.  Nikko AM is not making any representation with respect to the eligibility of any 
person to acquire any financial investment product or service.  The offering and sale of any financial investment product is subject to the applicable 
regulations of the Republic of Korea. Any interests in a fund or collective investment scheme shall be sold after such fund is registered under the 
private placement registration regime in accordance with the applicable regulations of the Republic of Korea, and the offering of such registered 
fund shall be conducted only through a locally licensed distributor. 


