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Cherry blossoms and bullet trains
Japan is blooming for investors: an extraordinary shift is underway as powerful forces combine to open new horizons 
and push decades of low growth and uninspired markets into the past. These forces bring with them opportunities 
that are causing investors to rethink Japan. The country’s potential as a strong portfolio diversifier adds to our 
conviction for Japan to play a growing part in portfolios today and for the long term.

With Japanese stocks still inexpensive compared to their historical levels, we believe the time to board the bullet 
train is now. 
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Small number, 
big difference

US$180B
Shareholder 
payouts at all-
time highs

US$7T
Huge household 
savings ready to 
invest

Room to bloom
Investors have returned to Japan with conviction. Inflation is back (at 2%) 1, 
negative rates are over, and wages are increasing, driving prospects for 
Japanese stocks and the economy. More than US$5.2B has flowed into 
Japanese exchange traded products so far this year. 2 With foreign investors only 
just turning more positive on Japan, we believe there is plenty more to come. 

From Tokyo with profit
Japanese companies have shaken off their reputation for neglecting 
shareholders. Broad reforms and strong earnings saw a record US$180B 3 
returned to shareholders last year through buybacks and dividends. This shift, 
driven by a decade of pressure led by the Tokyo Stock Exchange, signifies a 
sustainable change, not a transient trend. 

8%
Expected 
earnings growth

East meets invest
Japanese households, with US$7T 4 in savings, are poised to move into higher-
return investments. Inflation, positive interest rates, and rising wages, coupled 
with a new tax-free investment scheme, could shift cash into stocks. This may 
spark a cycle of inflation, wage growth, asset income, and consumer spending, 
benefiting stocks and the economy.

Time to board the bullet train
Japan’s stock markets have recently reached record highs, but Japanese 
equities remain inexpensive compared to their historical levels and to other 
markets such as the US. With analysts expecting to see significant earnings 
growth of nearly 8% over the next 12 months 5, the time to find value is now.
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1  Japan internal affairs ministry as of March 22, 2024.  2 BlackRock, as of March 31, 2024. 3  BlackRock Investment Institute with data from Nikkei NEEDS, Bloomberg, 
AlphaSense, Morgan Stanley Research as of Feb. 29, 2024 S&P Global Japan PMI as of Feb. 21, 2024. 4 Bank of Japan as of Aug. 30, 2023. 5  LSEG Datastream, MSCI and 
BlackRock Investment Institute as of March 14, 2024. There is no guarantee that any forecasts made will come to pass.
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Japan for the long term
We believe the forces that are driving the investment case for Japan are structural and durable. As the chart below 
shows, Japanese equities are also relatively uncorrelated to other markets, making them a powerful diversifier in 
portfolios and strengthening the case for an allocation to Japan - not only for today but for the long term.6

10-year forward-looking correlations between Japan and other major equity markets, April 2024

Source: BlackRock, April 2024. US = MSCI US Index; Europe ex UK = MSCI Europe ex UK Index; Japan = MSCI Japan Index;; China = MSCI China Index; EM = MSCI 
EM Index; Global = MSCI All Country World Index.

US Europe ex UK Japan China Emerging 
Markets (EM) Global

US 100% 76% 54% 49% 71% 98%

Europe ex UK 76% 100% 46% 46% 72% 84%

Japan 54% 46% 100% 36% 48% 59%

China 49% 46% 36% 100% 50% 57%

EM 71% 72% 48% 50% 100% 80%

Global 98% 84% 59% 57% 80% 100%

Investor origami: folding Japan into your portfolio
Investing in Japanese equities can benefit a diverse investment portfolio. Our research shows that a 10% allocation to 
Japan has the potential to slightly increase returns and reduce investment risks.7

5.55%

94.45%

Current Japan Weighting in MSCI ACWI

MSCI Japan Rest of World

10.20%

89.80%

Optimised Japan Weighting in MSCI ACWI8 

MSCI Japan Rest of World

Expected Return: 6.3%     Risk: 16.3% 7                                        Expected Return: 6.5%     Risk: 15.8% 7                               

This information is not intended as a recommendation to invest in any particular asset class or strategy or as a promise - or even estimate - of future performance. Forecasts are not a 
reliable indicator of future performance. Source: BlackRock; Feb 2024; time period: 10 years. Return assumptions are total nominal returns. Asset return expectations are net of 
assumed fees. Fees and alpha are estimates for illustrative purposes only and do not represent any actual fund performance. Indices are unmanaged and one cannot invest directly in 
an index. These portfolios represent a sample of the various possible solutions on the efficiency frontier. BlackRock has not considered the specific needs of the client and is not 
making any recommendation of any particular option. You should consider the most appropriate allocation for your needs. No representation is made that any particular strategy will 
achieve the expected risk and return shown above and actual risk and return could be higher or lower.

2

6  Diversification does not guarantee a profit or eliminate the risk for potential loss. 7 BlackRock Portfolio Analysis as of March 31, 2024. 8  Index returns are for illustrative 
purposes only. Investors cannot invest directly in an index. 
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IMPORTANT DISCLOSURES

This material is prepared by BlackRock and is not intended to be relied upon as a forecast, research or investment advice, 
and is not a recommendation, offer or solicitation to buy or sell any securities or to adopt any investment strategy. The 
opinions expressed are as of the date shown above and may change as subsequent conditions vary. The information and 
opinions contained in this material are derived from proprietary and non-proprietary sources deemed by BlackRock to be 
reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy. As such, no warranty of accuracy or 
reliability is given and no responsibility arising in any other way for errors and omissions (including responsibility to any 
person by reason of negligence) is accepted by BlackRock, its officers, employees or agents. This material may contain 
’forward looking’ information that is not purely historical in nature. Such information may include, among other things, 
projections and forecasts. There is no guarantee that any forecasts made will come to pass. Reliance upon information in 
this material is at the sole discretion of the reader. This material is intended for information purposes only and does not 
constitute investment advice or an offer or solicitation to purchase or sell in any securities, BlackRock funds or any 
investment strategy nor shall any securities be offered or sold to any person in any jurisdiction in which an offer, 
solicitation, purchase or sale would be unlawful under the securities laws of such jurisdiction. Investment involves risks. 
Past performance is not an indication for the future performance.

In Australia, issued by BlackRock Investment Management (Australia) Limited ABN 13 006 165 975, AFSL 230 523 
(BIMAL). This material provides general information only and does not take into account your individual objectives, 
financial situation, needs or circumstances. Before making any investment decision, you should assess whether the 
material is appropriate for you and obtain financial advice tailored to you having regard to your individual objectives, 
financial situation, needs and circumstances. Refer to BIMAL’s Financial Services Guide on its website for more 
information. This material is not a financial product recommendation or an offer or solicitation with respect to the 
purchase or sale of any financial product in any jurisdiction. 

In Singapore, this is issued by BlackRock (Singapore) Limited (Co. registration no. 200010143N). This advertisement or 
publication has not been reviewed by the Monetary Authority of Singapore.

In Hong Kong, this material is issued by BlackRock Asset Management North Asia Limited and has not been reviewed by 
the Securities and Futures Commission of Hong Kong.

This material is provided for informational or educational purposes in People’s Republic of China ("PRC", for such 
purposes, not applicable to Hong Kong, Macau and Taiwan) only and does not constitute a solicitation of any securities or 
BlackRock funds or any financial services in any jurisdiction in which such solicitation is unlawful or to any person to 
whom it is unlawful.

In South Korea, this information is issued by BlackRock Investment Management (Korea) Limited. This material and the 
BlackRock website (www.blackrock.com/kr) have not been reviewed by the Financial Supervisory Service in Korea.

In Taiwan, independently operated by BlackRock Investment Management (Taiwan) Limited. Address: 28F., No. 100, 
Songren Rd., Xinyi Dist., Taipei City 110, Taiwan. Tel: (02)23261600.

No part of this material may be reproduced, stored in retrieval system or transmitted in any form or by any means, 
electronic, mechanical, recording or distributed without the prior written consent of BlackRock.

©2024 BlackRock, Inc. or its affiliates. All Rights Reserved. BLACKROCK is a registered trademark of BlackRock, Inc. or its 
affiliates. All other trademarks are those of their respective owners.
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