
Question 1: Where Japan Stands: 
Economy and Policy Direction 



The UK has become the share buyback capital of the world Japan 
is also closing in on US-levels, a dramatic shift
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Past performance is not a guide to future performance and may not be repeated.
Source: LSEG Datastream, MSCI and Schroders.  Analysis based on MSCI USA, MSCI Europe ex UIK, MSCI UK, MSCI Japan, MSCI EM. Data to 31 December 2025. 

Proportion of large companies who bought back at least 1% of their shares over the previous 12 months 
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Valuation composition of TOPIX has risen significantly
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Only 20% of stocks trade below book value now

Source: QUICK, BofA Global Research. January 2025 

Breakdown of TOPIX 500 firms by Price/Book level



Question 2: Risk Outlook What 
to Watch
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Source: LSEG, Schroders Economics Group, 22 January 2026

JGB yields have decoupled from their global peers
Higher volatility in JGBs isn’t spilling over to Treasuries
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Source: LSEG Datastream, Schroders Economics Group. 22 January 2026

JGBs and Yen obviously don’t like the policy proposals
Lot of talk that the yen is now in the “intervention zone” – but it is not static
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JGBs under pressure
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Extremely accommodative BOJ policy…

The underlying issue is…

Source: Schroders, Bloomberg, Schroders Economics Group, 22 January 2026

…and lack of domestic JGB demand
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Super-long JGB net purchases by lifers 6mma



JGBs under pressure
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Primary balance (% GDP)

The trigger was fiscal, but how bad is the fiscal situation?

Debt-to-GDP (%)
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Source: Schroders, Bloomberg, Schroders Economics Group, 22 January 2026



Question 3: Japan’s Potential – 
Why Japan? 



Stronger Performance for Efficient Balance Sheets
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Relative performance by level of net cash

Source: QUICK, BofA Global Research. Universe is TOPIX 500 stocks with net cash. Rebalanced annually. January 2025

Large net cash balance sheet companies have underperformed



A stronger currency can be good for equities 
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Correlations can be stable, until they aren’t, when reversal can be abrupt

Source: CLSA, Bloomberg

TOPIX Index performance (RHS) and Yen/Dollar currency rate (LHS)



Important information
Marketing material for professional clients only

This presentation contains indicative terms for discussion purposes only and is not intended to provide the sole basis for evaluation of the investment solutions described.  The management of the portfolio 
may be/may have been delegated (including partial delegation) to another Schroders entity.  Any reference to sectors/countries/stocks/securities are for illustrative purposes only and not a recommendation 
to buy or sell any financial instrument/securities or adopt any investment strategy. The material is not intended to provide, and should not be relied on for, accounting, legal or tax advice, or investment 
recommendations.
Past Performance is not a guide to future performance and may not be repeated. The value of investments and the income from them may go down as well as up and investors may not get back the amounts 
originally invested. Exchange rate changes may cause the value of investments to fall as well as rise.
Schroders has expressed its own views and opinions in this document and these may change. Information herein is believed to be reliable but Schroders does not warrant its completeness or accuracy.
The forecasts included are not guaranteed; they are provided only as at the date of issue and should not be relied upon. Our forecasts are based on our own assumptions which may change. We accept no 
responsibility for any errors of fact or opinion and assume no obligation to provide you with any changes to our assumptions or forecasts. Forecasts and assumptions may be affected by external economic or 
other factors.

Any hypothetical results shown herein must be considered as no more than an approximate representation of the portfolios’ performance, not as indicative of how it would have performed in the past. It is the 
result of statistical modelling, based on a number of assumptions and there are a number of material limitations on the retroactive reconstruction of any performance results from performance records. For 
example, it does not take into account any dealing costs or liquidity issues which would have affected a real investment's performance. This data is provided to you for information purposes only as at today's 
date and should not be relied on to predict possible future performance. There can be no assurance that this performance could actually have been achieved using tools and data available at the time. No 
representation is made that the particular combination of investments would have been selected at the commencement date, held for the period shown, or the performance achieved.

Any third party data including MSCI data is owned or licensed by the data provider and may not be reproduced or extracted and used for any other purpose without the data provider's consent. Third party 
data is provided without any warranties of any kind. The data provider and issuer of the document shall have no liability in connection with the third party data. The terms of the third party’s specific 
disclaimers, if any, are set forth in the Important Information section at www.schroders.com.
For data attributed to FTSE International Limited (“FTSE”) © FTSE (2021). “FTSE®” is a trade mark of London Stock Exchange Plc and The Financial Times Limited and is used by FTSE International Limited 
under licence. All rights in the FTSE indices and / or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in the FTSE indices and / or FTSE 
ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent.
For data attributed to © 2020 Morningstar UK Ltd. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied or distributed; 
and (3) is not warranted to be accurate, complete, or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. Past performance 
is no guarantee of future results. For more detailed information about Morningstar's Analyst Rating, including its methodology, please go to: 
http://corporate.morningstar.com/us/documents/MethodologyDocuments/AnalystRatingforFundsMethodology.pdf
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http://www.schroders.com/
http://corporate.morningstar.com/us/documents/MethodologyDocuments/AnalystRatingforFundsMethodology.pdf
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