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Japanese money has been flooding global markets: Japanese investors bought about $110

billion in global securities in the four months ending April 30, 2016.1 This was the

biggest amount of net buying in any four-month period on record and comes on the heels

of $230 billion of net global buying during 2015. Of this year’s $110 billion, about $90

billion went to global fixed income and about $20 billion went to global equities.

Clearly, negative rates at home are working to push Japanese money out into the world.

While the economic rationale is understandable, relatively little is publicly known

about what Japanese institutional investors are thinking about the big global questions

of the day—the U.S. presidential elections; BREXIT; China’s currency outlook; and

Japanese tax hikes. Given the flow of Japanese money into global markets, you should

want to know what Japanese investors are thinking about the major political and policy

risks. To gain some insight, WisdomTree Japan conducted a survey at its latest Japan

Investor Seminar held in Tokyo on May 16. The major results of this anonymous survey—

with approximately 50 Japanese institutional investors—were as follows:   Which U.S.

Presidential Candidate Would Be Better for U.S. Equities? More Confidence in         

Clinton Than in Trump On the U.S. election, the big question on who will be the next

president did not produce a winner. Exactly half the investors expect Trump to win and

the other half expects Clinton to win. However, when asked who would be a better

president for a strong U.S. stock market, 60% judge Clinton to be better than Trump for

Wall Street performance. At the same time, the Japanese investors surveyed do expect a

weaker U.S. dollar regardless of who becomes president, although Trump is seen as

slightly more bearish for the U.S.: 70% expect a weaker dollar if Trump wins while 60%

expect a weaker dollar if Clinton wins. Specifically on the dollar/yen exchange rate,

the opinions appear divided: while 31% forecast the yen to strengthen past ¥100/$ over

the next twelve months, another 31% expect a fall in the yen to below ¥115/$. Against

this, a small majority of 38% expect the current ¥105–¥110 range to stay in place for

the next twelve months. The result looks like a nicely balanced bell curve distribution,

with a Trump victory possibly tilting the consensus balance toward a weaker dollar? We

shall see. One investor went out of his/her way and commented that neither Clinton nor

Trump will be good for U.S. markets: “Clinton lacks imagination and brings no policy

creativity, which leaves the markets rudderless and ‘without a dream,’ while Trump is

too creative and aggressive, which feeds first and foremost speculation and volatility”

[my translation].   China – More Devaluation Coming On China’s currency, the response

was more clear-cut: 41% forecast a Chinese devaluation of around 5% over the next 12

months, with another 28% looking for a bigger devaluation of around 10%. In short: a

Chinese devaluation is the consensus expectation.   No BREXIT…  The most clear-cut

answer was on the question of BREXIT, with 86% expecting the UK to vote for staying in

the EU.   …and No Tax Hike in Japan On the home front, forecasts on the proposed 2017

hike in the consumption tax were also very close to unanimous: 90% of investors do not

expect Prime Minister Abe to hike the tax in 2017; and only 10% expect the hike to be

implemented. Interestingly, when asked whether the tax should go up, 31% said yes.

Obviously, the sample size of our survey may not be sufficiently significant to

extrapolate into a countrywide consensus picture. However, based on our formal and
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informal discussions, we think the insights offered are a relevant insight into currency

investors’ sentiment here in Tokyo. The key takeaway is that, viewed from Tokyo, U.S.

dollar appreciation is now an anti-consensus call. Chinese currency stability would also

be a positive surprise, while the reality of a BREXIT would come as a total shock. And

on the home front, not delaying the tax hike would be a big blow to investor confidence.

In my personal view, I am happy to be anti-consensus and call for dollar strength as

well as Chinese stability. As for Japan, yes, I do expect Prime Minister Abe will forego

a tax hike next year, although he might well delay his decision until October/November

(and use it as a vote-getting tool for a snap election at year-end).         1Source:

Source: Bank of Japan, as of 4/30/16.

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.

WisdomTree BLOG ARTICLE

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

https://wisdomtree.com/~/link.aspx?_id=629EA1A21F5646E3B6A5AD58E8AAAB5C&_z=z
https://wisdomtree.com/#externalLinkModal


DEFINITIONS

Negative interest rates    : Usually borrowers make regular interest payments to their

lenders for the money they owe. Under a system of negative interest rates this

relationship would be reversed and the lender would pay the borrower for the privilege

of lending.

Bear market : A sustained downturn in market prices, increasing the chances of negative

portfolio returns.

Volatility : A measure of the dispersion of actual returns around a particular average

level.&nbsp.
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