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The damage done by typhoon Hagibis to Japanese private residences and public infrastructure 
raises to near certainty the likelihood of sizable fiscal stimulus coming within the next three 
to five weeks. At the same time, Japanese insurance companies are preparing for rising cash 
claims and begin raising liquid balances; and banks are bound to see a pick-up in home 
construction and business loan demand. For yen public markets, the net effect, in our view, 
will be a steepened Japanese yield curve, which in turn should be positive news for banks and 
other value stocks in the equity market.

A ¥2–3 Trillion Stimulus Package

“Team Abe” is extremely trigger happy for added fiscal spending, with the potential negative from the October 1 
consumption tax hike already threatening the cabinet’s sound economic policy management credentials. Now 
the need for fast and decisive government action has become obvious and urgent. Countermeasures and extra 
fiscal spending of around ¥2–3 trillion, about ½% of GDP, are likely to be announced before late October/early 
November. 

Importantly, the expected added fiscal stimulus will raise the effectiveness of Bank of Japan (BOJ) policy: a new 
direct transmissions channel will be opened up for BOJ liquidity to actually reach the real economy. Make no 
mistake: in Japan, fiscal dominance is a reality; and “new monetarism” is not a theory but concrete policy practice. 

That said, Japanese equities are moving toward a potentially very powerful sweet spot: the U.S.-China trade war 
resolution should boost the fortunes of exporters, and the new fiscal stimulus should boost domestic demand in 
general, and banks and value stocks in particular.
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Investors should carefully consider the investment objectives, risks, charges and expenses of the Funds before 
investing. To obtain a prospectus containing this and other important information, please call 866.909.9473, 
or visit WisdomTree.com to view or download a prospectus. Investors should read the prospectus carefully 
before investing.

There are risks involved with investing, including the possible loss of principal. Foreign investing involves 
currency, political and economic risks. Funds focusing on a single country or 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. Due to the investment strategy 
of certain Funds, they may make higher capital gain distributions than other ETFs. Please see prospectus for 
discussion of risks.
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