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Exporters drive Japanese dividends

The depreciating yen has export heavy carmakers and industrial firms set to drive dividend
payments in the newly formed Nikkei 400 index in the coming fiscal year.

— Carmakers are set to pay the most dividends out of any sector of the newly formed Nikkei

400 with JPY 1.36 trillion of payments

— Toyota is set to be the largest single dividend payer in the index with over twice the
payments of the second largest payer, NTT Docomo
— Investors have continued to plough funds into yen hedged ETFs, suggesting export driven

dividend boost may be set to continue

The Japanese central bank’s recent drive to
lower the country’s currency looks set to
(literally) pay dividends in the coming year,
according to the latest research from Markit’s
dividend forecasting research which has
export heavy carmakers and industrial
services firms set to be the largest payers of
the newly formed Nikkei 400 index.
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The index, whose constituents are set to pay
an aggregate JPY 7.22 trillion in the coming
fiscal year, is heavily reliant on the previously
mentioned sectors for that total, with these
firms set to pay just over a third of the index’s
total dividend payments. Automobile firms
and their component makers come in as the
largest paying sector, with JPY 1.36 trillion of
dividends; a number that is slightly ahead of
the JPY 1.21 trillion which industrial goods
firms are set to return to investors.
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JPX-Nikkei Index 400: dividends by sector

FY1 Total YoY Average

Payout Change Average Payout 12mth Fwd
Sector JPYm (%) Ratio (%) Yield (%)
Automobiles & Parts 1,366,954 135 204 18
Industrial Goods & Services 1,218,412 12.8 246 17
Banks 817,692 94 224 19
Telecommunications 667,672 394 329 24
Health Care 526,488 351 50.0 19
Personal & Household Goods 457,754 87 26.6 17
Technology 412,803 193 311 20
Retail 284,635 77 284 16
Chemicals 229,588 46 27.0 17
Travel & Leisure 220,092 5.2 303 15
Financial Services 214415 -3.8 26.8 20
Basic Resources 139,979 17.0 232 21
Food & Beverage 126,872 52 349 13
Insurance 125,861 217 26.2 18
Construction & Materials 115,772 105 35.0 18
Oil & Gas 106,136 201 574 28
Real Estate 97,394 242 26.6 13
Utilities 56,017 -0.1 236 15
Media 44,928 277 318 14

Source: Markit, Factset

On the same theme, technology firms are
also forecast to boost payments in the coming
year as the sectors aggregate payment is set
to jump by over 19% from the previous year -
beating the 12.8% payment boost expected
across the index.

Companies driving the trend

Toyota, which drives over two thirds of its
revenue from outside Japan, is the standout
payer among the sectors with a forecasted
JPY 613 billion. The falling yen has seen net
income at the firm double in 2013 from the
previous year, owing to a large surge in
revenues. The recent fall in the yen’s value in
October looks set to push this trend onwards
in the current fiscal year, as Toyota recently
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announced two straight above expectations
earnings releases.

Also in the auto space, Nissan and Honda are
forecast to boost payments along with tire
company Toyo Tire which has guided that it
will boost payment by two thirds from the
previous yeatr.

In  the industrial sector, robotic and
automation firms Keyence and Fanuc are
both expected to post strong increases in
dividend payments in the wake of large
boosts in turnover, which both firms have
been able to convert to the bottom line.

No sign of any wariness of yen’s level

If ETF flows are anything to go by, the yen
does not show any signs of reverting back
from its recent levels as overseas investors
have continued to add to their yen hedged
Japan exposure. These products, which
protect investors from further fall in the yen’s
level, have grown in popularity over the last
12 months and now manage 46% of all
overseas Japan tracking funds. A switch out
of these funds could be read as a reversal to
the recent trend as investors would benefit
from a rise in the value of the yen relative to
international currencies.

The largest such funds, the WisdomTree
Japan Hedged Equity Fund, now manages a
guarter of all Japanese exposed overseas
funds with assets of $11.7bn currently under
management.

Name Issuer AUM (USD M)
iShares MSCI Japan ETF iShares - US 13,810.0
WisdomTree Japan Hedged Equity Fund* WisdomTree ETFs 11,690.0
iShares MSCI Japan EUR Hedged UCITS ETF*  iShares - Europe 4,170.0
iShares MSCI Japan UCITS ETF (Inc) iShares - Europe 2,080.0
Amundi ETF Topix EUR Hedged Daily UCITS ETF Amundi ETF 1,270.0

*Currency Hedged

Interestingly, this desire to hedge against the
faling yen is evenly split among US and
European investors.
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