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Now that the new ﬁscal year has started in Japan, what do Japanese investors and asset allocators think about the major
issues facing domestic and global markets? To get beyond the anecdotal, we conducted a survey among Japanese
investors—i.e., a relatively broad range of local investors, including public and private pension managers, fund
managers, asset allocators and some private wealth advisors.
With the recent plunge of Prime Minister Shinzo Abe’s popularity, a most interesting result was that 70% of the Japanese
investors surveyed still expect Abe to remain in ofﬁce after the September 2018 Liberal Democratic Party (LDP)
presidential election. Only 30% expect a new prime minister by the fall.
Who would be the best leader to succeed Abe?
There appears no clear-cut winner, although Fumio Kishida with 40% and young Shinjiro Koizumi with 30% are the most
popular by a signiﬁcant margin. LDP strongman Shigeru Ishiba received a mere 15% and current Foreign Minister Taro
Kono got 10%. In my opinion, this balance may shift more in favor of Kishida if he succeeds Taro Aso as the next ﬁnance
minister.
What about monetary and fiscal policy?
I was somewhat surprised how divided Japanese investors are on the next hike in the consumption tax: 42% do not think
the hike will go through as planned (current legislation stipulates a hike from the current 8% to 10% in October 2019). I
thought the tax hike is a done deal, but it looks like one result of the new political uncertainty in Japan is that some
hopeful successor to Abe—or maybe even Abe himself—may propose another delay in the unpopular tax hike in order to
boost popularity. Expect the debate to intensify as we move toward the LDP presidential race in September, and then
the actual 2019 budget negotiations (which start in earnest in October).
The Timing of the Bank of Japan’s First Hike
On monetary policy in general—and the timing of the BOJ’s ﬁrst hike in the 10-year Japanese government bond target
in particular—investors appear very divided: while 30% expect no rate hike before the 2020 Tokyo Olympics, 27% look
for a hike between December 2018 and March 2019. Twelve percent are more aggressive and expect a ﬁrst move by
October this year, but the “consensus clusters” are deﬁnitely around spring 2019 and “not before the Olympics.” As
such, this result actually suggests a relatively successful communications strategy from the BOJ.
Politics
Geopolitical tensions are high on investors’ agendas, with the upcoming Trump-Kim summit on North Korea an
immediate focus. What will the summit do for markets? Fifty percent expect a positive impact for Japanese equities,
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while for global equities, only 42% expect the summit to be a positive catalyst. Still, only a small minority expects a
negative outcome (8% for global markets, 10% for Japanese equities). In terms of currency impact, 42% expect yen
weakness, 16% yen strength and 42% no impact on the currency from the upcoming summit.
U.S. Recession Risk
Finally, we asked about U.S. recession risks in 2019. While a strong one-third of respondents judge recession risks to be
low (below 15%), 43% see a 30% recession risk and another 20% see a 50% chance of U.S. recession. Only 4% see a
greater than 50% risk of recession. Clearly, only a small minority of Japanese investors are preparing for a base-case U.S.
2019 recession scenario, but the alertness to recession risk appears to have increased.

Important Risks Related to this Article

Investments focused in Japan increase the impact of events and developments associated with the region, which can
adversely affect performance.
For more investing insights, check out our Economic & Market Outlook
View the online version of this article here.
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IMPORTANT INFORMATION
U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; read and consider carefully before investing.
There are risks involved with investing, including possible loss of principal. Foreign investing involves currency, political
and economic risk. Funds focusing on a single country, sector and/or funds that emphasize investments in smaller
companies may experience greater price volatility. Investments in emerging markets, currency, ﬁxed income and
alternative investments include additional risks. Please see prospectus for discussion of risks.
Past performance is not indicative of future results. This material contains the opinions of the author, which are subject to
change, and should not to be considered or interpreted as a recommendation to participate in any particular trading
strategy, or deemed to be an offer or sale of any investment product and it should not be relied on as such. There is no
guarantee that any strategies discussed will work under all market conditions. This material represents an assessment of
the market environment at a speciﬁc time and is not intended to be a forecast of future events or a guarantee of future
results. This material should not be relied upon as research or investment advice regarding any security in particular. The
user of this information assumes the entire risk of any use made of the information provided herein. Neither WisdomTree
nor its affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal advice. Investors seeking tax or legal
advice should consult their tax or legal advisor. Unless expressly stated otherwise the opinions, interpretations or ﬁndings
expressed herein do not necessarily represent the views of WisdomTree or any of its affiliates.
The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and
may not be used as a basis for or component of any ﬁnancial instruments or products or indexes. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on
an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of
its afﬁliates and each entity involved in compiling, computing or creating any MSCI information (collectively, the “MSCI
Parties”) expressly disclaims all warranties. With respect to this information, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential (including loss proﬁts) or any other damages (
www.msci.com)
Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom, Tripp Zimmerman, Michael
Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel,
Ryan Krystopowicz, Kara Marciscano, Jianing Wu and Brian Manby are registered representatives of Foreside Fund
Services, LLC.
WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.
You cannot invest directly in an index.
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DEFINITIONS
Monetary policy : Actions of a central bank or other regulatory committee that determine the size and rate of growth of
the money supply, which in turn affects interest rates.
Fiscal Policy : Government spending policies that inﬂuence macroeconomic conditions. These policies affect tax rates,
interest rates and government spending, in an effort to control the economy.
Japanese Government Bond (JGB) : A bond issued by the government of Japan. The government pays interest on the
bond until the maturity date. At the maturity date, the full price of the bond is returned to the bondholder. Japanese
government bonds play a key role in the financial securities market in Japan.
Rate Hike : refers to an increase in the policy rate set by a central bank. In the U.S., this generally refers to the Federal
Funds Target Rate.
Recession : two consecutive quarters of negative GDP growth, characterized generally by a slowing economy and
higher unemploymen.
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