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Market Outlook

We expect a volatile month fo Japanese equity, but the market will deliver 
a positive return.

On the political front, the U.S. presidential election is slated for the 5th, 
and the Japanese prime ministers’ nomination election will take place on 
November 11th. The Federal Open Market Committee (FOMC) will also 
hold its meeting on 6th-7th. While Trump appears to have a slight lead in 
key swing states, it is difficult to forecast the overall outcome, including 
the election results for the House of Representatives and the Senate. 
However, we anticipate investors to enter a more risk-taking phase in 
the second half of the month, after the wait-and-see mood in the first half 
regarding central banks’ monetary policies and political developments in 
key countries. As uncertainty factors recede, we expect share prices to 
align more closely with company fundamentals.

The ruling Liberal Democratic Party (LDP)-Komeito coalition fell short 
of a majority in the lower House election on October 27, securing only 
215 seats, leaving domestic political stability somewhat uncertain. The 
possibility remains that stock market volatility could increase over the 
political situation. Nonetheless, we maintain a positive outlook for the 
Japanese economy, which appears to be entering a virtuous cycle of 
rising wages and prices. Our medium-term bullish view of the Japanese 
stock market remains unchanged.

We are focused on three major themes:

1.	 The potential for partial policy coordination or cooperation with 
opposition parties within the framework of the ruling LDP-Komeito 
coalition. While some policies may require concessions to the 
opposition, the general direction of the coalition is expected to persist, 
alleviating excessive concerns about political instability.

2.	 The expectation of supporting domestic economy by formulating 
economic measures with next summer’s upper house election in sight. 
Opposition parties, with whom the ruling coalition is likely to seek 
cooperation, have proposed easing the burden on the public in areas 
such as taxation, social security, education, and childcare. Increased 
fiscal spending is expected to further support the domestic economy.
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Investment Strategy

For the Fundamental Active strategy:

Overweight sectors 
(largest shown first):

Underweight sectors 
(largest shown first):

Consumer Discretionary Industrials

Energy Consumer Staples

Communication Services Health Care

In the GICS sector, we will maintain our overweight 
positions in consumer discretionary, energy, and 
communication services.

Our portfolio will focus on a bottom-up approach, 
maintaining core stocks that demonstrate sustainable 
earning growth driven by individual company factors. We 
favour stocks with upward revisions to their company plans 
in the interim results and those with robust prospects for 
performance improvements beyond FY2025. Additionally, 
we plan to increase the weighting of stocks that are 
anticipated to enhance shareholder returns.

As the risk of overseas recession and the scenario of 
accelerated yen appreciation have subsided, we will also 
consider purchasing undervalued cyclical stocks driven 
by external demands. Among domestic demand-driven 
stocks, we will target those with potential for new store 
openings, benefits from inbound tourism, and the positive 
impacts of price increases. Within the financials sector, we 
will favour banks and insurance companies that continue 
to exhibit performance improvements and high levels of 
shareholder returns.

Conversely, we will maintain our underweight in industrials 
and consumer staples, where earnings growth rate is 
relatively weak.

3.	 Expectations for sustained growth in corporate earnings 
(EPS). Our bottom-up forecast suggests that corporate 
earnings will continue to improve through FY2025. Should 
earnings results demonstrate resilience and upside potential 
of corporate performance and continued share buybacks, 
this could raise expectations for a rise in Japanese equities.
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Risk Warning: Past performance is not a reliable indicator of future performance and may not be 
repeated. An investment’s value and the income deriving from it may fall, as well as rise, due to market 
fluctuations. Investors may not get back the amount originally invested.
 
Notes: Some statements contained in this material concerning goals, strategies, outlook or other 
non-historical matters may be forward-looking statements and are based on current indicators and 
expectations. These forward-looking statements speak only as of the date on which they are made, 
and the Company undertakes no obligation to update or revise any forward-looking statements. These 
forward-looking statements are subject to risks and uncertainties that may cause actual results to differ 
materially from those contained in the statements. The Company and/or its affiliates may or may not 
have a position in any financial instrument mentioned and may or may not be actively trading in any 
such securities. The information is correct to the best of our knowledge at the date of issue.
 
The organisations and/or financial instruments mentioned are for reference purposes only. The content 
of this material should not be construed as a recommendation for their purchase or sale. Charts and 
graphs are provided for illustrative purposes only.

Disclosures

“SMDAM”
  “Our” / “We” / 
“Group” 

“SMDAM Tokyo” / 
“SMDAM (Tokyo)”

“SMDAM UK”
“SMDAM (UK)”

These references relate to the entire “Sumitomo Mitsui DS Asset Management 
Company, Limited” organisation and will generally be used when referring to mat-
ters such as investment philosophy, style, company structure and other policies, 
which are consistent across the group.

This refers to Sumitomo Mitsui DS Asset Management Company, Limited, the 
head office of the SMDAM group based in Tokyo, Japan. 
Our Japanese investment team is based in Tokyo and will perform day-to-day 
management of client portfolios.

This refers to Sumitomo Mitsui DS Asset Management (UK) Limited, the UK-
based subsidiary of SMDAM (Tokyo). SMDAM (UK) will typically be appointed as 
investment manager and will delegate day-to-day management of client portfoli-
os to SMDAM (Tokyo), SMDAM (Hong Kong) and SMDAM (Singapore), but will 
retain responsibility for the management, control and servicing of the client portfo-
lios and relationship

This report is issued by Sumitomo Mitsui DS Asset Management (UK) Limited. Registered in England 
and Wales. Registered office 100 Liverpool Street, London, EC2M 2AT; registered number 1660184. 
Authorised and regulated by the Financial Conduct Authority. 

The information in this document is not intended to be investment advice, tax, financial or any other 
type of advice, and is for general information purposes only without regard to any particular user’s 
investment objectives or financial situation. It is educational in nature and should not be interpreted or 
constituted as an offer, solicitation or recommendation or advice to buy or sell securities or pursue any 
particular investment strategy or investment product in any jurisdiction or country, nor is it a commit-
ment from SMDAM to participate in any of the transactions mentioned herein.  No representation or 
promise as to the performance of funds or the return on any investment is made. Any forecasts, figures, 
opinions or investment techniques and strategies set out are for information purposes only, and are 
based on certain assumptions and current market conditions that are subject to change without prior 
notice.   The views of SMDAM reflected in this report may change without notice. In addition, SMDAM 
may issue other reports that are inconsistent with, and reach different conclusions from, the information 
presented in this report and is under no obligation to ensure that such other reports are brought to the 
attention of any recipient of this report. 

This document may not be copied, redistributed or reproduced in whole or in part without prior written 
approval from Sumitomo Mitsui DS Asset Management (UK) Limited.


