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The Oracle of Omaha is upping the stakes in his bet on Japan, bringing his investments

in each of Japan’s five largest trading companies from 5% to 7.4%.

Berkshire Hathaway revealed in August 2020 that it had invested over $6 billion in major

Japanese general trading companies Sumitomo, Marubeni, Mitsui & Co., Mitsubishi and

Itochu; establishing a 5% stake in each.

These trading companies, or sogo sosha, are household names not only in Japan but around

the world, and their myriad business activities range from trading natural gas to

manufacturing cruise ships.

Buffett already went for seconds (or more) following his initial plunge and had

increased his ownership to between 6.2% and 6.8% across the companies by November last

year. And the billionaire investor is showing no signs of slowing down.

We previously discussed Buffett’s strategy to issue yen-denominated bonds to hedge again

st unfavorable yen-dollar movements: a goal shared by the WisdomTree Japan Hedged Equity

Index. 

Since then, the yen slid further as the Index and Buffett’s Japanese basket saw greater

returns, having put to full use their currency hedging mechanisms.

Total Returns, 8/28/20–4/10/23Total Returns, 8/28/20–4/10/23

For definitions of terms in the chart above, please visit the glossary.

In an interview during his April trip to Japan, Buffett told Nikkei, “We would love if

any of the five [companies] would come to us ever and say, ‘We’re thinking of doing

something very big or we’re about to buy something and we would like a partner or

whatever.’”
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In another interview with CNBC’s Becky Quick during his Tokyo trip, Buffett effectively

said he was putting his stamp of approval on investing in Japan. He went on to describe

how the five companies he had acquired had 14% earnings yields at the time of his

purchase when interest rates were effectively zero.

Buffett said the companies reportedly grew dividends by 70%. “It has worked out even

better than expected,” he said. Japan is now Berkshire’s largest country in terms of

investments outside the U.S.

Marubeni Corporation grew its dividends by a whopping 120% since August 2020. Mitsubishi

Corporation saw a modest growth of 35%. By comparison, the S&P 500 increased its

dividends by 12.8% through the same period.

Dividends per Share and Price Increase of Buffett’s Japanese Stocks SinceDividends per Share and Price Increase of Buffett’s Japanese Stocks Since

Initial InvestmentInitial Investment

These five trading companies raising their dividends is emblematic of what is happening

across Japan as pressures to improve shareholder returns pile on, as we discussed in thi

s blog about actions the Tokyo Stock Exchange is taking on companies trading at prices

below their book values.

Percentage of WisdomTree Index Constituents with a Price-to-Book under 1.0Percentage of WisdomTree Index Constituents with a Price-to-Book under 1.0

WisdomTree WisdomTree BLOG ARTICLEBLOG ARTICLE

WisdomTree.com WisdomTree.com   1-866-909-WISE (9473)1-866-909-WISE (9473)

https://wisdomtree.com/blog/glossary#dividend
https://wisdomtree.com/blog/glossary#s-and-p-500-index
https://wisdomtree.com/~/link.aspx?_id=F5FCDAD9C9B0462C88F1C88DC948EDB1&_z=z


Japanese companies have some of the highest levels of cash on their balance sheets,

which depresses returns on equity compared to companies in the U.S. This cash, however,

is also the driving force behind sustained dividend growth.

The aggregate dividend yield on the WisdomTree Japan Hedged Equity Index is almost 4%—

close to that of the highest-dividend subset of the U.S. market–while the S&P 500 Index

currently has an aggregate dividend yield of around 1.6%.

Over the last decade, the WisdomTree Japan Hedged Equity Index’s dividends per share

increased by 13.5% annually, compared to more modest increases for the S&P 500 and the M

SCI EAFE index.

The WisdomTree Japan Hedged Equity Index’s dividends surged ahead of the S&P 500’s in

the last three years and in the last five years, while developed markets saw significant

aggregate decreases.

Index Dividends Per Share Growth Over the Last 10 Years, AnnualizedIndex Dividends Per Share Growth Over the Last 10 Years, Annualized

The WisdomTree Japan Hedged Equity Index has also been trading at a discount to the S&P

500 for the last decade and currently trades at half of the S&P 500’s forward P/E.

WisdomTree Japan Hedged Equity vs. S&P 500 Forward P/E Since InceptionWisdomTree Japan Hedged Equity vs. S&P 500 Forward P/E Since Inception
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WisdomTree Japan Hedged Equity vs. S&P 500 Valuation DiscountsWisdomTree Japan Hedged Equity vs. S&P 500 Valuation Discounts

 

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended 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.
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+ Is Buffett Doubling Down on Japanese Stocks?

+ A Stock Exchange Impetus to Improve Valuations
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Related FundsRelated Funds

+ WisdomTree Japan Hedged Equity Fund

View the online version of this article here.
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IMPORTANT INFORMATIONIMPORTANT INFORMATION

U.S. investors only: Click U.S. investors only: Click herehere to obtain a WisdomTree ETF prospectus which to obtain a WisdomTree ETF prospectus which

contains investment objectives, risks, charges, expenses, and other information;contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.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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DEFINITIONSDEFINITIONS

DividendDividend  : A portion of corporate profits paid out to shareholders.

S&P 500 IndexS&P 500 Index  : Market capitalization-weighted benchmark of 500 stocks selected by the

Standard and Poor’s Index Committee designed to represent the performance of the leading

industries in the United States economy.

Dividend yieldDividend yield  : A financial ratio that shows how much a company pays out in dividends

each year relative to its share price.

MSCI EAFE IndexMSCI EAFE Index  : is a market cap-weighted index composed of companies representative

of the developed market structure of developed countries in Europe, Australasia and

Japan.

Forward P/E ratioForward P/E ratio  : Share price divided by compilation of analyst estimates for

earnings-per-share over the coming 12-month period. These are estimates that may be

subject to revision or prove to be incorrect over time.
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