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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 opportunitiesthat
are causing investors everywhere 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 history, we believe the time to board the bullet train is now.

Room to bloom.

20/0 Investors have returned to Japan with conviction. Inflation is back (at 2%/1) and with it
the end of negative rates and start of price and wage growth, driving prospects for

I “flation Japanese stocks and the economy. More than US$5.2B has flowed into US and
EMEA-listed Japanese exchange traded products so far this year2. With foreign

Small nu mber, investors only just turning more positive on Japan, we believe there is plenty more to
come.

big difference

From Tokyo with profit

US$165 B Japanese companies are shaking off their reputation for neglecting shareholders.

Shareholder Broad reforms and strong earnings have seen a record US$180B returned to

shareholders this last year through buybacks and dividends3. This shift, driven by a
payo uts at all- decade of pressure led by the Tokyo Stock Exchange, signifies a sustainable change,
time hlg hs not a transient trend.

East meets invest

US$7 I Japanese households, with US$7T in savings“, are poised to move into higher-return

investments. Inflation, positive interest rates, and rising wages, coupled with a new
H uge household tax-free investment scheme, could shift funds into stocks. This may spark a
savi ngs rea dy to beneficial cycle of inflation, wage growth, asset income, and consumer spending,
. benefiting stocks and the economy.
invest 9 y

Time to board the bullet train
8%

Japan’s stock markets have recently reached record highs, but Japanese equities
remain inexpensive compared to their history® and to other markets such as the US.
With analysts expecting to see significant earnings growth of nearly 8% over the

Expected
earn | ngs g I"OWth next 12 months®, the time to find value is now.
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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.

For more detail on our long-term investment case for Japan, see our previous paper Spotlight on Japan: Back in business

Chart 1: 10-year forward-looking correlations between Japan and other major equity markets, April 2024
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China 100% 50% 57%

EM 71% 12% 65% 48% 79% 50% 100% 80%

98% 84% 8% 59% 79% 57% 80% 100%

Source: BlackRock, April 2024. US = MSCI US Index; Europe ex UK = MSCI Europe ex UK Index; UK = MSCI UK Index; Japan = MSCI Japan

Index; APAC ex Japan = MSCI Pacific exJapan Index; China = MSCI China Index; EM = MSCI EM Index; Global = MSCI All Country World
Index.

Investor origami: fold Japan into your portfolio
today

IJP offers simple access to large and mid-cap Japanese equities through
P iShares MSCI seeking to track the performance of the MSCI Japan Index, which comprises
Japan ETF approximately 85% of the Japanese stock market”. IJP provides diversification
benefits and can serve as a core portfolio building block for those seeking to track
the broader Japanese market.

Investors should consider their time horizon when selecting investment instruments. References to specific investments are for

illustrative purposes only and are not intended and should not be interpreted as recommendations to purchase or sell such
investments.

Want to know more?

@ BlackRock.com/au/ishares @ iSharesAustralia@blackrock.com

Sources:

1. Japan internal affairs ministry as of March 22, 2024

2. BlackRock data as of March 31, 2024

3. BlackRock Investment Institute/Nikkei/Bloomberg data, March 2024

4, Bank of Japan as of August 30, 2023

5. LSEG Datastream, MSCI, BlackRock Investment Institute, as of 3 April 2024

6. BlackRock Investment Institute and Haver Analytics, March 2024

7. BlackRock/MSCI data as of May 2024 2
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https://www.blackrock.com/institutions/en-au/literature/whitepaper/spotlight-on-japan-back-in-business.pdf
https://www.blackrock.com/

Opinions are subject to change, they are not a guarantee of future results. This information should not be
relied upon as research, investment advice or a recommendation.

IMPORTANT INFORMATION

Issued by BlackRock Investment Management (Australia) Limited ABN 13 006 165 975, AFSL 230 523
(BIMAL) for the exclusive use of the recipient, which warrants by receipt of this material thatitis a
wholesale client as defined under the Australian Corporations Act 2001 (Cth).

This material provides general advice 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.

Information provided is for illustrative and informational purposes and is subject to change. It has not been
approved by any regulator.

This material is not intended for distribution to, or use by, any person or entity in any jurisdiction or country
where such distribution or use would be contrary to local law or regulation. BIMAL is a part of the global
BlackRock Group which comprises of financial product issuers and investment managers around the world.
BIMAL is the issuer of financial products and acts as an investment manager in Australia.

BIMAL is the responsible entity and issuer of units in the Australian domiciled managed investment
schemes referred to in this material, including the Australian domiciled iShares ETFs. Any potential investor
should consider the latest product disclosure statement (PDS) before deciding whether to acquire, or
continue to hold, an investment in any BlackRock fund. BlackRock has also issued a target market
determination (TMD) that describes the class of consumers that comprises the target market for each
BlackRock fund and matters relevant to their distribution and review. The PDS and the TMD can be
obtained by contacting the BIMAL Client Services Centre on 1300 366 100. In some instances the PDS and
the TMD are also available on the BIMAL website at www.blackrock.com/au. An iShares ETF is not
sponsored, endorsed, issued, sold or promoted by the provider of the index which a particular iShares ETF
seeks to track. No index provider makes any representation regarding the advisability of investing in the
iShares ETFs. Further information on the index providers can be found in the BIMAL website terms and
conditions at www.blackrock.com/au.

This material has not been prepared specifically for Australian investors. It may contain references to dollar
amounts which are not Australian dollars and may contain financial information which is not prepared in
accordance with Australian law or practices.

BIMAL, its officers, employees and agents believe that the information in this material and the sources on
which it is based (which may be sourced from third parties) are correct as at the date of publication. While
every care has been taken in the preparation of this material, no warranty of accuracy or reliability is given
and no responsibility for the information is accepted by BIMAL, its officers, employees or agents. Except
where contrary to law, BIMAL excludes all liability for this information.

Any investment is subject to investment risk, including delays on the payment of withdrawal proceeds and
the loss of income or the principal invested. While any forecasts, estimates and opinions in this material are
made on a reasonable basis, actual future results and operations may differ materially from the forecasts,
estimates and opinions set out in this material. No guarantee as to the repayment of capital or the
performance of any product or rate of return referred to in this material is made by BIMAL or any entity in
the BlackRock group of companies.

No part of this material may be reproduced or distributed in any manner without the prior written
permission of BIMAL.

© 2024 BlackRock, Inc. or its affiliates. All Rights reserved. BLACKROCK, BLACKROCK SOLUTIONS,
ALADDIN, iSHARES and the stylised i logo are registered and unregistered trademarks of BlackRock, Inc. or
its affiliates. All other trademarks are those of their respective owners.
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