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Monthly Review 
 

 

The Japanese stock market dipped in March. 

Geopolitical risks increased following the conflicts in the Middle East, and the market opened lower amid 
concerns that the sharp rise in energy prices would slow the economy. Later, when the rise in crude oil 
prices paused following remarks by President Trump, some buying back was also seen. However, the 
market remained weak toward the end of the month due to the FOMC indicating a cautious stance 
toward near-term rate cuts, growing wariness over a possible interest rate hike at the Bank of Japan’s April 
monetary policy meeting amid high inflation, and concerns about a prolonged conflict following reports 
that the U.S. had begun preparations for boots on the ground. 

By sector, mining, marine transportation, and insurance outperformed the market, while rubber 
products, air transportation, and machinery underperformed. 

Our fund underperformed both the TOPIX (including dividends) and the Russell/Nomura Small Cap Index 
(including dividends) mainly due to a negative allocation effect. 

 

Main contributors include the following stocks.  

• MODEC INC 
The share price rose as a major new floating production facility neared completion, driving 
positive sentiment alongside a strategic push to accelerate offshore projects. This operational 
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progress, combined with momentum from earlier earnings revisions, supported a robust growth 
outlook and an upward trajectory throughout the month. 

• JIMOTY INC 
There was no particular stock-specific news. Secondhand product business could benefit from 
sentimental changes due to consumers’ concern about geopolitical conflicts. 

• VERTEX CORP/JAPAN 
The share price rose sharply after the company upwardly revised its dividend forecast and 
recognized extraordinary gains, signaling stronger-than-expected financial health. Market demand 
was further fueled by an improved performance outlook and ongoing preparations for a strategic 
listing upgrade to the Prime Market. 

 

Main detractors include the following stocks.   

• FUJI ELECTRIC CO LTD 
While we remain bullish on the name, seeing upside potential in its energy sector and power 
semiconductor sector for factory automation, the share price dropped due to the concerns on 
conflicts in Middle East may result in CAPEX pullback among hyperscalers. 

• TOKYO TATEMONO CO LTD 
While the earnings result and forecast remain solid, conflicts in Middle East caused the rise in 
long term JGB yield and put downward pressure on the share price.  

• EBARA CORP  
While the earnings result and forecast remain solid, the concerns about conflicts in Middle East 
may result in CAPEX pullback for semiconductors around the world put downward pressure on the 
share price. 

 

 

Top 3 Contributors    

Share Name MSCI Sector 

MODEC INC Energy 

JIMOTY INC 
Communication 

Services 

VERTEX CORP/JAPAN Materials 

Top 3 Detractors    

Share Name MSCI Sector 

FUJI ELECTRIC CO LTD Industrials 

TOKYO TATEMONO CO LTD Real Estate 

EBARA CORP Industrials 
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＜Focus Stock＞ 

Yonex Co. Ltd: Since the appointment of the current CEO, we believe that it has undergone significant 
changes, including a comprehensive overhaul of its marketing strategy and an acceleration of investment 
in IT. Following a share price correction driven by concerns about worsening Japan–China relations, we 
raised our position in Yonex. We consider that the market environment will continue to support steady 
growth going forward. Against this backdrop, we see the company’s globally recognized brand gaining 
traction worldwide, which in turn is contributing to market share expansion. We are of the view that by 
executing its stated global growth strategy, Yonex can continue to evolve its business model while 
delivering sustainable growth. 

 

Looking Ahead 
We will pay attention to the companies that have increased or are likely to increase the market share of 
their products in Japan without resorting to a low-price strategy.  

We will also maintain our focus on the companies that have increased shareholder returns as well as 
names with high free cash flow (FCF) yields. 

 

Source: SMDAM, as of 31/03/2026 
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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. 


