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A new force is gaining momentum in Japanese politics, led by Tokyo Governor Koike. Her
new national party -- Party of Hope -- has just forged an election alliance with the
opposition Democratic Party that could deliver as many as 120-180 out of 465 seats
contested 1in the upcoming October 22 Tlower house election. Most dimportantly,
"Koikenomics" is poised to re-energize the original pro-growth promise of "Abenomics".
This 1is because Governor Koike has a Tlong-standing record as a pro-business, pro-
deregulation and pro-growth politician.

Specifically, we view “Koikenomics” as a welcome program of supply-side economics with
the following key aspects:

e Advocating a cut in both corporate and income taxes (the only party 1in Japan with
this agenda)

e Promoting concrete “special economic zones” and “regulatory sandbox” where
entrepreneurs, not just technocrats, set rules

e Pushing for more aggressive privatization of national assets

e Creating administrative reforms that raise the quality and efficiency of public
services and enables greater regional autonomy

e Focus on creating a diverse and “smart” society, i.e. a focus on IT infrastructure,
use of big data, FinTech, Blockchian, Bio-Tech etc., and more diverse employment
practices

Although the exact contents of the new party’s economic program will still have to be
presented, the basic thrust is poised to follow along the lines of the de-regulation and
pro-business agenda implemented by Governor Koike’s mentor, ex-Prime Minister Koizumi
and her team of private sector advisors, many of whom are successful new-generation
entrepreneurs. Like Koizumi, her basic economic philosophy is to empower private sector
entrepreneurship, fair and transparent competition and accountability.

Put in a global context, Koike’s growing political momentum may be best compared to the
rise of French President Emmanuel Macron. Like Macron, Koike has the vision, the
expertise, and the charisma to break out of the old established patterns of influence
and create something that 1is credible and constructive. She is a self-made political
entrepreneur who runs against the establishment while promoting a spirit of enterprise
and purpose.

of course, it remains to be seen how much influence Koike’s new party -Party of Hope -

wisdomTree.com = 1-866-909-WISE (9473) WISDOMTREF


https://wisdomtree.com/blog/glossary#abenomics

wWisdomTree BLOG ARTICLE

will actually have in the post-election parliament. Unlike the Tokyo Governor election,
a national election is a harsh numbers game, where candidates have to win district by
district. Japan’s Tower house of parliament will have 465 seats and it is still too
early to make anywhere near credible predictions on the 1ikely election results.

Having said this, 1in our view the election pact forged with the Democratic Party
suggests Koike’s new party may be able to win 120- to 180 seats, while Abe’s LDP is set
to go down from the current 288 to around 240 to 250. The risks of the LDP losing its
majority would rise if, against our expectations, more LDP candidates defect to join
Koike.

Against still basically Tlow-confidence forecasts of election results, we have great
confidence that, from an economic policy perspective, Koike’s Party of Hope mirrors the
original thrust promised by the structural and growth policies of Abenomics. At the very
least, Koikenomics has the potential to re-energize Abenomics and force a refocus on
supply-side economics in Japan.

Investment Implications

For markets, the key issues are expected to be the new party’s advocacy of a corporate
tax cut and the promotion of special economic zones. If, as we suspect, these two
policies are presented in the party’s election platform in coming weeks, the dream of
Koikenomics as a positive catalyst for Japan’s future policies will gain credibility, in
our view.

Important Risks Related to this Article

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 1is 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.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.

wisdomTree.com = 1-866-909-WISE (9473) WISDOMTREF


https://www.wisdomtree.com/investments/performance
https://wisdomtree.com/-/media/7ae44b76bd3149b4a55e58a7694530b1.ashx
https://www.wisdomtree.com/investments/blog/2017/09/28/koikenomics-to-re-energize-abenomics

wWisdomTree BLOG ARTICLE

IMPORTANT INFORMATION

U.S. 1dinvestors 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 1investments 1in 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 1its
affiliates, nor Foreside Fund Services, LLC, or 1its affiliates provide tax or Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal 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 dinstruments 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 1indication 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 1its 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 Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss 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

Abenomics : sSeries of policies enacted after the election of Japanese Prime Minister

Shinzo Abe on December 16, 2012 aimed at stimulating Japan’s economic growth.
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