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Monthly Review 
The Japanese stock market rose in October. 

In the early part of the month, the market increased on heightened expectations for expansionary fiscal 
policies following the election of Ms. Takaichi as the president of the Liberal Democratic Party. 

In the middle of the month, although there were moments of concern due to the withdrawal of the 
Komeito Party from the coalition and the rekindling of U.S.-China trade friction worries, the market was 
supported by the establishment of a coalition between the Liberal Democratic Party and the Japan 
Innovation Party, leading to further gains. 

In the latter part of the month, the market gained momentum as it navigated the monetary policy 
meetings in both Japan and the U.S., as well as summit meetings between Japan and the U.S., and 
between the U.S. and China, without any major disruptions. 

Additionally, strong earnings reports from overseas tech companies bolstered AI-related stocks. 

By industry, non-ferrous metals, electrical equipment, and information & communication outperformed 
the market, while insurance, services, and pulp & paper underperformed. 

 

Our fund slightly outperformed TOPIX Total Return Index in October 2025 entirely attributable to 
stock selection. 

Main contributors include the following stocks.  

Important Information 
SMD-AM Japan Equity High Conviction Fund’s (the “Fund”) invests in Japanese equity securities (i.e. equities issued by companies which are established or have significant operations in Japan). The Fund will be 
unrestricted in its choice of companies by sector or by size (including micro-capitalisation, small-capitalisation, mid-capitalisation and large-capitalisation companies). The  investment portfolio may fall in value 
due to any of the key risk factors below and therefore your investment in the Fund may suffer losses. There is no guarantee of the repayment of principal.
A class of shares may be designated in a currency other than the base currency of the Fund. The net asset value of the Fund may be affected unfavorably by fluctuations in the exchange rates between these 
currencies and the base currency and by changes in exchange rate controls.
The Fund’s investment in equity securities is subject to general market risks, whose value may fluctuate due to various factors, such as changes in investment sentiment, political and economic conditions and 
issuer-specific factors.
The stock of micro-capitalisation / small-capitalisation / mid-capitalisation companies may have lower liquidity and their prices are more volatile to adverse economic developments than those of larger 
capitalisation companies in general.
The high conviction strategy may not achieve the desired results under all circumstances and market conditions.
The Fund’s investments are concentrated in Japanese equity securities and may be concentrated in a specific industry sector. The value of the Fund may be more volatile than that of a fund having a more diverse 
portfolio of investments. The value of the Fund may be more susceptible to adverse economic, political, policy, foreign exchange, liquidity, tax, legal or regulatory event affecting the Japanese market.
The Fund may use financial derivative instruments for hedging and/or efficient portfolio management purposes and/or to manage foreign exchange risks. There is however no guarantee that the financial derivative 
instruments employed by the manager will be successful. In an adverse situation, the Fund may suffer significant losses from its use of financial derivative instruments. Investors should refer to the Fund’s offering 
document in order to fully understand the associated risk factors. Investors should not base any of their investment decisions solely on this marketing material alone. 
Sumitomo Mitsui DS Asset Management Company, Limited hereinafter referred to as “SMDAM”. And Sumitomo Mitsui DS Asset Management (UK) Limited hereinafter referred to as “SMDAM (UK)”.
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SOFTBANK GROUP CORP: The rise in asset values of subsidiaries, including UK-based ARM, along with 
expectations that the U.S. Federal Reserve might halt quantitative tightening, boosted investment inflows 
into AI and high-tech stocks, driving up stock prices. 

TDK CORP:  Expectations of increased demand for EV and renewable energy components, along with the 
depreciation of the yen, provide a tailwind. 

KAJIMA CORP: Stock prices rose due to expectations of large orders for national resilience and urban 
redevelopment projects from the government's supplementary budget, as well as improved profitability 
of overseas operations due to the weaker yen. 

 

Main detractors include the following stocks.  

TOKIO MARINE HOLDINGS: Stock prices fell due to the worsened outlook for unexpected large insurance 
payouts from natural disasters primarily in the U.S., and concerns over increased payment amounts due 
to the weaker yen. 

ABC-MART INC: Stock prices fell due to concerns over a weak autumn/winter sales season predicted by a 
warm winter forecast, combined with worries about increased procurement costs due to the weaker yen. 

MITSUBISHI UFJ FINANCIAL GROUP: The stock price experienced only a small decline, and there are no 
significant news events to report. 

 

 

Our top purchase is MITSUBISHI UFJ FINANCIAL GROUP. We evaluate its reasonable valuation and 
attractive shareholder return policy. 

Our top sale is TOHO CORP. We evaluate its valuation has become stretched as the stock price rose on 
the back of blockbuster movies such as 'Demon Slayer' and 'Kokuho (National Treasure)'. 

 

 

Top 3 Contributors    

Share Name MSCI Sector 

SOFTBANK GROUP CORP Communication 
Services 

TDK CORP Information Technology 

KAJIMA CORP Industrials 

Top 3 Detractors    
Share Name MSCI Sector 

TOKIO MARINE HOLDINGS 
INC Financials 

ABC-MART INC Consumer Discretionary 
MITSUBISHI UFJ FINANCIAL 

GRO Financials 
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Looking Ahead 
We anticipate that the Japanese stock market will continue to elevate its levels. 

Although there are impacts from the U.S. administration's tariff hikes, the global economy remains 
resilient. 

We expect the global economy to recover after a temporary slowdown, supported by U.S. interest rate 
cuts and fiscal stimulus from major countries. 

Domestically, aggressive fiscal policies are anticipated under the new Prime Minister Takaichi, and 
corporate earnings are expected to improve against the backdrop of a robust domestic and global 
economy. 

Additionally, the progress in governance reforms (corporate governance) undertaken by domestic 
companies is expected to be a medium-term factor contributing to higher stock prices. 

However, with the rise in stock prices, valuations are reaching levels where overheating concerns may 
come into play, potentially acting as a factor that could cap further increases in stock prices. 

 

Source: SMDAM, as of 31/10/2025 
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Disclaimer: 

This document is issued and distributed by Sumitomo Mitsui DS Asset Management (Hong Kong) Limited (“SMDAM(HK)”) exclusively intended for 
“Professional Investors” (as defined in the Securities and Futures Ordinance (Cap. 571) and/or the Securities and Futures (Professional Investors) Rules 
(Cap.571D) under the laws of Hong Kong) for informational purposes only, and is not intended for distribution to the general public. It is recommended that 
you seek the advice of a professional financial or legal advisor to assist in due diligence and determine the appropriateness and consequences of being 
treated as a Professional Investor. This document has not been reviewed by the Securities and Futures Commission of Hong Kong (“SFC”) or any other 
regulatory authority. 

The information contained in this document has been obtained from sources that are deemed to be reliable and is made available solely for informational 
purposes. SMDAM(HK) makes no representations or warranties as to the information and does not guarantee its accuracy, timeliness, completeness or 
usefulness. You are advised to exercise caution in relation to this document, and if you are in any doubt about the contents of this document, it is 
recommended that you should seek the advice of an independent professional. This document and the information it contains are strictly confidential, the 
property of SMDAM(HK), and are intended exclusively for the intended recipients. The written consent of SMDAM(HK) is required before it can be replicated or 
distributed to third parties or used for any other purpose, except as required by law or regulatory requirements. It is not intended for distribution or use by any 
individual or entity in any jurisdiction or country where such distribution or use would be in violation of local law or regulation.  SMDAM(HK) and its affiliated 
entities accept no liability whatsoever for any consequences, whether direct or indirect that may arise from any third party’s use of information contained in 
this document. 

This document is not intended to serve as an invitation, offer, solicitation or recommendation for any investment strategy or the purchase or sale of securities, 
including shares or units of funds. Any views, analyses, perspectives expressed, and references to companies should not be construed as recommendations 
or endorsements by SMDAM(HK). All comments, opinions, data and forecasts in this document are based on the information available at the time of drafting, 
and  are subject to change without prior notice in response to market and other conditions. The information provided does not constitute investment advice 
and should not be relied upon as such.  

This document may contain certain statements that may be deemed to be forward-looking statements. Please note that any such statements are not 
guarantees of future performance and actual results or developments may differ significantly from those projected. No assurance can be given that the 
investment objective of any investment products will be achieved. No representation or promise as to the performance of any investment products or the 
return on an investment is made. This document does not have any regard to the specific investment objectives, financial situation and the particular needs of 
any specific person who may receive this document.  

Investment involves risk, including the possible loss of principal amount invested. The past performance information of the market, manager and investments 
and any forecasts on the economy, stock market, bond market or the economic trends of the markets are not indicative of future performance. Any 
investment decisions made by investors should not be solely based on this marketing material. Investors should refer to the fund’s offering document in order 
to fully understand the associated risk factors. The value of an investment may go down or up. The final decision in relation to any investment in any stock, 
companies or markets referred to in this document should be made by you. If investment returns are not denominated in HKD or USD, US/HK dollar-based 
investors will be exposed to exchange rate fluctuations. 

The contents of this document are protected by copyright. Without SMDAM(HK)’s prior written consent, copying, reproduction or distribution of its contents in 
a hard copy and/or through the internet is strictly prohibited. Where the contents of this document have been translated into any language other than English 
and there is any inconsistency or ambiguity between the English version and the other version, the English version shall prevail. The above policies are subject 
to review and amendments by us from time to time. If you have any enquiries about the above, please contact our Compliance Officer at (852) 2521-8883 for 
further information. 


