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Market Development

The Japanese stock market recorded further gains in January, with the TOPIX up 0.2% 
MoM and the Nikkei 225 up 0.8% MoM. The Nikkei 225 began the year by falling 186 
points to 27,258 in the opening session on 4th January. On 5th January, the Senate run-
off elections in the US State of Georgia resulted in victory for the Democratic Party for 
the two seats, culminating in the US becoming “Triple Blue” with a Democratic President 
and Democratic control of both houses of Congress. This raised investors’ expectations of 
a large-scale economic stimulus package. On 7th January, Prime Minister Suga declared 
another State of Emergency (SoE) in the Tokyo metropolitan area, but the rally continued, 
with the Nikkei 225 advancing to 28,139 on 8th January, climbing above 28,000 for the first 
time in 30 years.

The US 10-year Treasury yield climbed to 1.15% on 11th January from 0.92% on 31st 
December, prompting investors to take a fresh look at Japanese stocks as cyclical plays. 
The Japanese market appreciated rapidly with Financials and other economic sensitive 
sectors bouncing back. The ordinary Diet session commenced on 18th January, with the 
debate concentrating on the third supplementary budget for FY 2020 and a proposed 
amendment to the Act on Special Measures for Pandemic Influenza and New Infectious 
Diseases Preparedness and Response. Mr. Suga’s support ratio has been dropping rapidly 
due to his lacklustre arguments. 

The NY Dow rose to an all-time high of 31,188 on Joe Biden’s Inauguration Day, 20th 
January. The Japanese stock market continues to be supported on the back of positive 
indicators from the Fed and Janet Yellen on monetary easing and large-scale fiscal stimulus. 

That said, the market declined towards the end of the month, following concerns regarding 
the sharp fall in US equities over fears that speculative trading could result in market 
turmoil.

Among the TSE 33 sectors, the top five performers were Oil, Rubber Products, Mining, 
Securities and Electricals, while the bottom five performers were Precision Instruments, 
Marine Transportation, Iron & Steel, Transportation Equipment and Miscellaneous 
Manufacturing.

Market Outlook

The economic data in Japan has started to show a yellow signal for the short term outlook. 
Industrial production declined 1.6% MoM in December, now two consecutive months of 
MoM decrease. The government estimate indicated that industrial production in January 
2021 would rise 8.9% MoM and then decline 0.3% MoM in February. According to the 
January Economy Watchers Survey of Business announced on 8th February, the overall 
current conditions DI declined by 3.1 points to 31.2, slightly above the February 2020 
reading of 27.9. 

The outlook DI for the economy in two to three months pointed to improvement with 
the overall reading up 3.8 points MoM, based on strong expectations for a recovery in 
customer traffic when the SoE is lifted and the vaccine rollout begins. On 15th February, 
preliminary GDP data for 4Q (Oct-Dec) 2020 was announced with real GDP increasing 
12.7% QoQ annualised, higher than the market consensus of +10.1%. Consumption, net 
exports and CAPEX contributed largely to the sound growth. It is widely expected that 
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GDP data for 1Q (Jan-Mar) 2021 will show a negative QoQ growth, primarily because of 
a slump in consumption as the Go To Travel campaign was suspended and the SoE was 
implemented Jan-Mar 2021.

We believe stock markets will have begun to price in an anticipated sharp recovery of 
corporate profits after COVID-19 is brought under control. This being said, with vaccines 
and drugs becoming increasingly available around the world, the global economy could 
regain strong momentum on the back of large increases in infrastructure spending, notably 
in the US following Biden’s victory.

Given extreme and sustained monetary easing, the market should show a remarkable rally 
in the medium-long term. However, the Japanese markets have reached a dangerous level, 
with 30,000 in the Nikkei 225 and the PER of the TOPIX standing at 26x. In the short term, 
any bad news, such as: a temporary slowdown of the economy; a sharp rise in the price 
of oil and subsequent pick up of inflation; or minor change of monetary policy, could be 
a trigger for a market correction. We believe a correction may be accompanied by a great 
shift of the market leaders, from growth oriented stocks, such as IT to economic sensitive 
value stocks, such as Financials and cyclicals.

 Portfolio Strategy

The net asset value per unit for the Nippon Growth (UCITS) Fund on a Japanese Yen basis 
as of 29th January 2021 went up 1.4% compared with that of 30th December 2020 whilst 
the TOPIX rose 0.2% during the same period. The Fund added no new names to the 
portfolio with no stocks sold out.

The Fund continues to be overweight in economically sensitive sectors with cheap 
valuations, such as Trading Companies, Construction, Real Estate and Banking, while 
defensive sectors such as Foods, Pharmaceuticals and Utilities continue to be avoided. The 
Fund has taken a cautious stance towards IT related sectors. 
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Performance Data As at end of January 2021 

Annualised Returns %1

Calendar Year Performance %2

Source: Morningstar. 
1 Annualised Returns as of the date of the reporting over the defined period. Data less than 1 year is not annualised.

2 Calendar Year Returns: Annual Performance for the stated calendar year.

Past performance is not an indicator of future performance.
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* In 2001, the Nippon Growth Fund was authorised by the Guernsey 
Financial Services Commission as an open ended collective investment 
scheme using the same strategy as the Fund. Performance since the 22 
October 2009 is that of the Nippon Growth (UCITS) Fund. 

Important Information

The views and statements contained herein are those of Evarich Asset 
Management in their capacity as Investment Advisers to the Funds as of 
15/02/2021 and are based on internal research and modelling.

© 2021 Morningstar: All Rights Reserved. The information contained 
herein where relative to Morningstar: (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. Source & Copyright: 

Warning

The contents of this document have neither been reviewed nor endorsed 
by the Central Bank of Ireland or any other regulatory authority. If you 
are in any doubt about any of the content of this document you should 
obtain independent professional advice.

Bloomberg® Disclaimer

Data presented herein is obtained via Bloomberg PORT where stated. 
Any such data is subject to change from the date of production of this 
document. Such changes may impact upon comparative data between 
the investment and benchmark presented. Such information therefore is 
provided for reference purposes only, is subject to change and should 
not be relied upon for an investment decision.

TOPIX Disclaimer

The TOPIX Index Value and the TOPIX Trademarks are subject to the 
intellectual property rights owned by the Tokyo Stock Exchange, Inc. and 
the Tokyo Stock Exchange, Inc. owns all rights and know-how relating to the 
TOPIX Index such as calculation, publication and use of the TOPIX Index Value 
and relating to the TOPIX Trademarks. The Tokyo Stock Exchange, Inc. shall 
reserve the rights to change the methods of calculation or publication, to 
cease the calculation or publication of the TOPIX Index Value or to change 
the TOPIX Trademarks or cease the use thereof. The Tokyo Stock Exchange, 
Inc. makes no warranty or representation whatsoever, either as to the results 
stemmed from the use of the TOPIX Index Value and the TOPIX Trademarks 
or as to the figure at which the TOPIX Index Value stands on any particular 
day. The Tokyo Stock Exchange, Inc. gives no assurance regarding accuracy or 
completeness of the TOPIX Index Value and data contained therein. Further, 
the Tokyo Stock Exchange, Inc. shall not be liable for the miscalculation, 
incorrect publication, delayed or interrupted publication of the TOPIX Index 
Value. The Licensed Products are not in any way sponsored, endorsed or 
promoted by the Tokyo Stock Exchange, Inc. The Tokyo Stock Exchange, 
Inc. shall not bear any obligation to give an explanation of the Products or 
an advice on investments to any purchaser of the Products or to the public. 
The Tokyo Stock Exchange, Inc. neither selects specific stocks or groups 
thereof nor takes into account any needs of the issuing company or any 
purchaser of the Products, for calculation of the TOPIX Value Index. Including 
but not limited to the foregoing, the Tokyo Stock Exchange, Inc. shall not be 
responsible for any damage resulting from the issue and sale of the Products. 

General Disclaimer – Applicable to UK Domiciled Recipients

This communication is issued in Guernsey by E.I. Sturdza Strategic 
Management Limited which is regulated by the Guernsey Financial 
Services Commission. Any investments or investment services mentioned 

in this communication are not intended for retail customers. Consequently, 
this communication is only made available to professional investors and 
eligible counterparties and should not be relied upon by any person that 
does not possess professional experience in relation to investments. If you 
are in any doubt as to whether you possess suitable experience in relation 
to investments please consult your financial adviser. Past performance 
is no guarantee of future results. Under no circumstances should this 
document be forwarded to anyone in the United Kingdom who is not a 
professional client or eligible counterparty as defined by the Financial 
Conduct Authority. For the purpose of distribution in the United Kingdom 
this material has been issued by E.I. Sturdza Investments Limited, Claridge 
House, 32 Davies Street, London, W1K 4ND which is an appointed 
representative of Mirabella Advisers LLP which is authorised and regulated 
by the Financial Conduct Authority. Further this communication is not an 
offer or an invitation to purchase financial instruments but intended as 
information. The information contained in this communication does not 
represent a research report. E.I. Sturdza Strategic Management Limited 
has not considered the suitability of investment against your individual 
needs and risk tolerance. Shares in the Fund should only be purchased 
by persons with professional experience and investors should refer to the 
Fund Prospectus and/or KIID for detailed information about potential risks 
involved in investing in financial instruments as well as the latest half yearly 
report and unaudited accounts and/or annual report and audited accounts. 
The information contained herein is estimated, unaudited, may be subject 
to change and reflects the performance of the relevant fund offered by 
E.I. Sturdza Strategic Management Limited during the period indicated. 
Any opinions or estimates expressed herein are at the date of preparation 
and are subject to change without notice; however no such opinions or 
estimates constitute legal, investment, tax, or other advice. Individual 
performance of the Fund may vary and historical data is not an indication 
of future results. The value of the Fund and the income which may be 
generated from it can go down as well as up and therefore investors must 
be able to bear the risk of a substantial impairment or loss of their entire 
investment. This document is intended for information purposes only and 
is not intended as an offer or recommendation to buy, sell or otherwise 
apply for shares in the Fund. E.I. Sturdza Strategic Management Limited, 
3rd Floor, Frances House, Sir William Place, St Peter Port, Guernsey GY1 
1GX. Part of the Eric Sturdza Banking Group. Company Registration 
Number: 35985. 

Disclaimer – Swiss Domiciled Recipients

E.I. Sturdza Funds Plc and its sub-funds are Irish funds authorized by the 
Irish Central Bank. They are approved for distribution in Switzerland by 
FINMA. The Swiss representative and paying agent is Banque Eric Sturdza 
SA, rue du Rhône 112, 1204 Geneva / Switzerland. Investors should 
refer to the fund prospectus and/or KIIDs for detailed information about 
potential risks associated with investments in financial instruments as well 
as the latest half yearly report and unaudited accounts and/or annual 
report and audited accounts. The prospectus, KIIDs, Articles of association, 
semi-annual and annual reports of E.I Sturdza Funds Plc can be obtained, 
free of charge, at the seat of the Swiss representative, Banque Eric Sturdza 
SA. The information contained herein is estimated, unaudited, may 
be subject to change and reflect the performance of the relevant funds 
during the period indicated. Any opinions or estimates expressed herein 
are at the date of preparation and are subject to change without notice. 
No such opinions or estimates constitute legal, investment, tax or other 
advice. Individual performance of the funds may vary and historical data is 
not an indication of future results. The value of the funds and the income 
which may be generated from it can go down as well as up and therefore 
investors must be able to bear the risks of a substantial impairment or loss 
of their entire investments. Past performance is no guarantee of future 
results. Performance data do not take into consideration commissions and 
costs charged at the time of issuance and/or redemption of the shares. This 
document is intended for information purposes only and is not intended as 
an offer or recommendation to buy, sell, or otherwise apply for shares in 
the funds. 
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