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KEY INSIGHTS 

• Prime Minister Shinzo Abe’s resignation was initially taken negatively on concerns his reform and dovish 
agenda would be canceled. 

• However, we have been encouraged by his replacement, Yoshihide Suga, and the early signs are 
reassuring; he seems even more focused than his predecessor on the economic reforms that we believe 
Japan requires. 

• We also believe the expected global economic recovery next year will provide a cyclical tailwind for Japan. 

__________________________________________________________________________________________ 

Global equities were supported in the third quarter by improving macroeconomic data, dovish central banks, a 
better-than-expected second-quarter earnings season, and a decline in coronavirus cases in Europe and the U.S. 
Sentiment was boosted by expectations that the global economy is recovering and will continue to improve over 
the next 18 months. 

Japanese equities generated a positive return but lagged developed markets slightly. Japanese growth stocks 
outperformed their value peers, although this abated toward the end of the quarter. This was supportive of the 
portfolio as we had repositioned for a reversal here in the short term as the global economy recovers from the 
pandemic. On a sector basis, IT and services and electric appliances and precision instruments outperformed, 
while electric power and gas and energy resources declined over the quarter. 

THE END OF “ABENOMICS”? 

Prime Minister Shinzo Abe resigned in August due to ill health, bringing to an end an eight-year term during which 
he established political stability, enhanced Japan’s international presence, and introduced “Abenomics,” a new 
brand of constructive economic and social reform.  

Abe’s resignation was initially taken negatively on concerns his reform and dovish agenda would be canceled. 
However, we have been encouraged by his replacement, Yoshihide Suga, and the early signs are reassuring. He 
has already introduced a Digital Reform Agency and seems even more focused than his predecessor on the 
economic reforms that we believe Japan requires. 
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GLOBAL ECONOMIC RECOVERY TO PROVIDE A CYCLICAL TAILWIND 

With Japanese companies in net cash and corporate governance standards continuing to improve—even as 
prof its have come under pressure—the asset class is an attractive investment proposition, in our view, and 
trading at a discount to regional peers. As we enter the next stage of the equity cycle and the evolution of 
domestic and international political governance, we continue to believe that Japan is a compelling active 
management case given the market is under-owned and that it displays positive change dynamics. We also 
believe the expected global economic recovery next year will provide a cyclical tailwind for Japan. 

 

“Japanese equities generated a positive 
return but lagged developed markets 
slightly.” 
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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 basis 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 regulatory 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 without 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 behalf of T. 
Rowe Price International Ltd. by its representative office which is regulated by the Dubai Financial Services Authority. For Professional Clients 
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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 
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