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Japanese Prime Minister Shinzo Abe has presented his new cabinet. It is Abe’s third leadership team since becoming
prime minister in December 2012, and similar to his previous teams, it is dominated by close and trusted allies.
Moreover, the key positions did not change: Taro Aso stays as Finance Minister, Hiroshige Seko stays as Economics
Minister, and Yoshihide Suga stays as Chief Cabinet Spokesman. I expect this new cabinet will present a new
supplementary budget of around ¥5 trillion by October, focusing on added support for women, families and the elderly.

 

For markets and policy direction, the most interesting appointment is the promotion of Kato Katsunobu from Minister of
Inclusion to Minister of Health, Welfare and Labor (and this is the minister overseeing the Government Pension
Investment Fund (GPIF)). Kato is one of Abe’s most trusted allies, and his ministry is where key new policy developments
are expected, both from a structural-change and a macro-balance perspective.

 

Specifically, more aggressive labor market and entitlement reform can now be expected, with added incentives to boost
both female and youth participation in the full-time economy. Increases in childcare allowances and reduced child
education burden are likely, as is a greater push for “third contract” employment, i.e., raising the flexibility of full-time
employment contracts. A supplementary budget focused on boosting disposable incomes for females and families with
children is likely to be presented by early autumn, in my view.

 

Structurally, the previous Minister of Health, Welfare and Labor had been denying the GPIF’s ability to manage equities
in-house—all equity positions had been mandated to outside managers. It will be interesting to see whether the new
minister is open to allowing GPIF in-house equity management. From a GPIF perspective, in-house management of
equities could potentially enhance its push for improved corporate governance and ESG accountability. In addition, the
new minister is expected to make a more aggressive push for upgrading the IT infrastructure and use of big-data analysis
to optimize entitlement pricing and allocation, in our view. In other words, IT-related budget requests are poised to
increase, in our view.  

 

Overall, the challenge for Abe is to turn around his recent drop in popularity. 

 

The new team lineup is a step in the right direction, but from here, concrete new policy initiatives are key. A focus on
women, families and free education as well as greater public support for elder care is likely to be the mainstay of the new
policy thrust. I expect a supplementary budget of around ¥5 trillion to that effect to be presented by October.

 

For monetary policy, the cabinet reshuffle has no real impact. Debate on who should be the next Governor of the Bank of
Japan—Haruhiko Kuroda’s first term ends in March 2018—is not expected to start in earnest until early next year.
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Investments focused in Japan increase the impact of events and developments associated with the region, which can
adversely affect performance. 

For standardized performance and the most recent month-end performance click here NOTE, this material is intended
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for electronic use only. Individuals who intend to print and physically deliver to an investor must print the monthly
performance report to accompany this blog.

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, 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

Macro  : Focused on issues impacting the overall economic landscape as opposed to those only impacting individual
companies.

ESG  : An acronym for environmental, social and governance, ESG standards quantify the degree to which a company is
socially responsible. &nbsp.

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.
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