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Japanese prime minister Shinzo Abe is poised to be the first global leader to present

President Trump with a concrete policy proposal designed to shape and promote Trump’s

“America first” agenda and, at the same time, to advance the U.S.–Japan alliance. After

meeting the then-president-elect for the first time on November 17 of last year, Abe

will meet Trump for the second time on February 10–11; and the prime minister appears

very determined to impress the president by offering a concrete “deal” so that both

countries can move from talk to action. If, as we suspect, the meeting goes well, the

implications are bound to be positive for U.S.–Japan economic and financial relations.

 

In our view, Trump’s America and Abe’s Japan are a match made in heaven, not just

because both leaders share a basic strongman leadership and “my country first”

philosophy but because their economic and financial agendas are very much aligned: Team

Abe is determined to make Trump look good by offering “funded by Japan but built by

America” infrastructure projects. At the same time, Abe is expected to propose that the

U.S.–Japan bilateral trade and investment relationship become a blueprint for a new

global trade and investment agenda. Make no mistake: this could be a bold and forward-

looking agenda that should help markets understand how a Trump-led global economic and

financial agenda will unfold. 

 

Here Is the Deal 

 

Specifically, according to Japan’s largest-circulation newspaper, Yomiuri Shimbun

February 2, Abe is preparing to offer a comprehensive “Japan–U.S. economic cooperation

plan.” Bottom line: This deal is designed to create a US$450 billion market in the U.S.

through railway and infrastructure investments and create up to 700,000 U.S. jobs over

10 years1. Japan would offer to seed-fund these projects with low-interest loans,

mobilizing resources from Japan’s public pension fund and other public lenders. In

addition, the plan proposes that the U.S. and Japan work together to create new cross-

border trade rules covering all aspects from e-commerce, intellectual property,

government procurement, labor and finance, etc. In other words, after President Trump

killed the Trans-Pacific Partnership (TPP), Abe proposes that the bilateral U.S.–Japan

framework assert itself as the new forward-looking model for President Trump to lead

global economic developments.

 

In detail, Abe’s deal for Trump reportedly focuses on five common goals for the U.S. and

Japan2: 

1) Develop the world’s most advanced infrastructure in the United States

 

2) Use U.S. infrastructure development as a platform for joint leadership in supplying
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global infrastructure demand

 

3) Lead the development of robots and artificial intelligence and their applications

 

4) Collaborate in new areas such as space development

 

5) Cooperate more closely on defense and security systems development and security

strategy

 

While items 2 to 5 are more strategic at this stage, there are concrete project

proposals for U.S. infrastructure, as reported by the Yomiuri Shimbun3: 

• High-speed railway projects in Texas, California and the Washington–Boston Northeast

Corridor

 

• A commitment from Japan to replace 3,000 railway train and subway cars currently in

use in the U.S.

 

• Build more highly efficient gas-fired power plants in the U.S.

 

• Build more nuclear power plants

 

• Jointly develop robots to decommission old nuclear power plants

 

• Jointly develop robots to inspect and maintain infrastructure (pipelines, powerlines,

etc.)

 

• Jointly develop the global standard for self-driving trucks, ships and planes

How Will Trump React?

 

At this stage, we still need to see more concrete details of the exact proposal Prime

Minister Abe will offer President Trump. However, the fact that a concrete deal is

likely to be offered to Trump is poised to open a new chapter in the Trump presidency—

how will he react? Who on his team will engage and lead a constructive dialogue?

 

In my personal view, Abe deserves a lot of credit for taking the risk and for wanting to

be the first global leader to engage America’s new president in a proactive and

constructive way that, yes, is designed to make Trump look good and puts “America

first.” Certainly, Japan’s top-level engagement contrasts with most other global

leaders, who appear to be more reluctant to engage the new leader in Washington.

 

Viewed from Tokyo, the possibility of a dynamic “win-win” development between the U.S.

and Japan is high. Moreover, among Team Abe here in Tokyo, the energy and enthusiasm

with which they want to engage with the new team in Washington is extremely impressive—I

have not felt this much positive energy among key policy makers here in Tokyo in a very

long time. 

 

At the same time, Japan’s all-out “America first” engagement drives a further wedge into

the relations with China. A worst-case scenario could be President Trump turning around
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and seeking greater engagement with China, although that possibility appears extremely

low at this stage, in our view. Here, the U.S.–Japan security alliance assures an

extraordinarily strong base for positive economic relations.

 

Investment Implications

 

The most immediate and concrete part of the proposal focuses on infrastructure projects

as well as investment into applied robotics. Japan’s capital goods sector is thus poised

to potentially benefit most directly. In addition, the greater and deeper the Trump–Abe

relationship develops, the lower the risk of erratic bilateral frictions should become.

Specifically, the more positive U.S.–Japan economic cooperation, the less likely it

should get for Japan to be accused of manipulating its currency. 

 

 

 

1The Yomiuri Shimbun, “Abe to Propose Plan for Creating 700,000 U.S. Jobs,” The Japan

News, 2/2/17.

2Source: The Yomiuri Shimbun, “Abe to Propose Plan for Creating 700,000 U.S. Jobs,” The

Japan News, 2/2/17.

3Source: The Yomiuri Shimbun, “Abe to Propose Plan for Creating 700,000 U.S. Jobs,” The

Japan News, 2/2/17.

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 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.

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

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors 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 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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DEFINITIONS

Trans-Pacific Partnership (TPP) : a trade agreement among twelve of the pacific rim

countries (including China) which aims to 'promote economic growth; support the creation

and retention of jobs; enhance innovation, productivity and competitiveness; raise

living standards; reduce poverty in the signatories' countries; and promote

transparency, good governance, and enhanced labor and environmental protections.
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