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KEY INSIGHTS 

• Despite a large sell off, Japan appears to have fared better than developed markets during the coronavirus 

epidemic, with fewer cases and economic disruption. 

• Corporate Japan is cash rich, which is providing the local market with some respite as investors are 

generally concerned about balance sheet risk. 

• We anticipate that investment opportunities will be provided by an acceleration in the trends that we are 

already seeing, such as the shift from offline to online in the form of e-commerce and factory automation. 

__________________________________________________________________________________________ 

Japanese equities sold off aggressively over the first quarter of 2020, along with global markets, as the 

coronavirus pandemic spread. Japan fared better than developed markets, however, and appears to have 

avoided the worst of the coronavirus so far, with fewer cases and disruption.  

SWIFT AND DECISIVE POLICY STIMULUS 

The focus now is on the depth of the economic recession we are facing and the duration of the social restrictions 

to control the coronavirus. Encouragingly, policy stimulus has been swift and decisive. The Bank of Japan 

announced it would expand monetary stimulus with quantitative easing measures, including doubling the annual 

target of exchange-traded fund purchases, expanding commercial paper and real estate investment trust buying 

programs, and establishing a new lending facility.  

The government plans a spending package equivalent to 15% of GDP to help cope with the fallout from the 

coronavirus, while it was debating much larger stimulus efforts near the end of the quarter. These measures 

should help soften the recession and buy time for companies and consumers facing near-term cash flow 

pressures. Corporate Japan is cash rich, which is providing the local market with some respite as investors are 

generally concerned about balance sheet risk. 
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TRANSFORMING BUSINESS PRACTICES 

Against this uncertain backdrop, an increasing number of Japanese companies are defying skeptics by 

transforming business practices and governance standards. We believe this can help corporate profit growth and 

generate improving shareholder returns. The volume of shareholder buybacks is increasing while merger and 

acquisition activity also shows promise. 

OPPORTUNITIES PROVIDED BY SHIFT FROM OFFLINE TO ONLINE 

Japan is more exposed to the global economic cycle than many markets, and will likely experience knock-on 

volatility in the near future. However, there is also significant potential upside when the global epidemic stops 

getting worse. We anticipate that long-term investment opportunities will be provided by an acceleration in the 

trends that we are already seeing, such as the shift from offline to online in the form of e-commerce and factory 

automation. We also see opportunities in companies with exposure to China, where the economy appears to be 

re-opening.  

 

“Despite a large sell off, Japan appears to 
have fared better than developed markets 
during the coronavirus epidemic, with fewer 

cases and economic disruption.” 
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RISKS 

The following risks are materially relevant to the portfolio. 

Currency risk- Changes in currency exchange rates could reduce investment gains or increase investment 

losses. Small and mid-cap risk- Stocks of small and mid-size companies can be more volatile than stocks of 
larger companies. Style risk- Different investment styles typically go in and out of favour depending on market 

conditions and investor sentiment. 

General Portfolio Risks 

Capital risk- The value of  your investment will vary and is not guaranteed. It will be affected by changes in the 

exchange rate between the base currency of the portfolio and the currency in which you subscribed, if different. 

Equity risk- In general, equities involve higher risks than bonds or money market instruments. Geographic 

concentration risk- To the extent that a portfolio invests a large portion of its assets in a particular geographic 

area, its performance will be more strongly affected by events within that area. Hedging risk- A portfolio's 

attempts to reduce or eliminate certain risks through hedging may not work as intended. Investment portfolio 

risk- Investing in portfolios involves certain risks an investor would not face if investing in markets directly. 

Management risk- The investment manager or its designees may at times find their obligations to a portfolio to 

be in conflict with their obligations to other investment portfolios they manage (although in such cases, all 

portfolios will be dealt with equitably). Operational risk- Operational failures could lead to disruptions of portfolio 

operations or financial losses. 
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Important Information 

This material is being furnished for general informational and/or marketing purposes only.  The material does not constitute or 

undertake to give advice of any nature, including fiduciary investment advice, nor is it intended to serve as the primary bas is for an investment 
decision. Prospective investors are recommended to seek independent legal, financial and tax advice before making any investment decision. 

T. Rowe Price group of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive revenue from T. Rowe Price 
investment products and services. Past performance is not a reliable indicator of future performance. The value of an investment and any 

income from it can go down as well as up. Investors may get back less than the amount invested.  

The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any 
securities in any jurisdiction or to conduct any particular investment activity. The material has not been reviewed by any re gulatory authority in 

any jurisdiction. 

Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot 
guarantee the sources’ accuracy or completeness. There is no guarantee that any forecasts made will come to pass. The views contained 

herein are as of the date written and are subject to change without notice; these views may differ from those of other T. Rowe Price group 
companies and/or associates. Under no circumstances should the material, in whole or in part, be copied or redistributed with out consent from 

T. Rowe Price. 

The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries 
the material is provided upon specific request.   

It is not intended for distribution to retail investors in any jurisdiction. 

DIFC—Issued in the Dubai International Financial Centre by T. Rowe Price International Ltd. This material is communicated on behal f of T. 

Rowe Price International Ltd. by its representative office which is regulated by the Dubai Financial Services Authority. For Professional Clients 
only. 

EEA ex-UK—Unless indicated otherwise this material is issued and approved by T. Rowe Price (Luxembourg) Management S.à r.l. 35 

Boulevard du Prince Henri L-1724 Luxembourg which is authorised and regulated by the Luxembourg Commission de Surveillance du Secteur 
Financier. For Professional Clients only. 

South Africa—T. Rowe Price International Ltd (“TRPIL”) is an authorised financial services provider under the Financial Advisory and 

Intermediary Services Act, 2002 (FSP Licence Number 31935), authorised to provide “intermediary services” to South African investors.  

Switzerland—Issued in Switzerland by T. Rowe Price (Switzerland) GmbH, Talstrasse 65, 6th Floor, 8001 Zurich, Switzerland. For Qualified 
Investors only. 

UK—This material is issued and approved by T. Rowe Price International Ltd, 60 Queen Victoria Street, London, EC4N 4TZ which is 

authorised and regulated by the UK Financial Conduct Authority. For Professional Clients only.  

© 2020 T. Rowe Price. All rights reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and the bighorn sheep design are, collectively 
and/or apart, trademarks or registered trademarks of T. Rowe Price Group, Inc.  


