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So, we’ve been moderately overweight Japanese equities for most of the last two years 

and the genesis of that overweight is really two-fold.

One, from a valuation perspective we were looking across the universe in late 2016 and in many 

of the technology and industrial industries that we’re investing in, we were finding better relative 

value in Japan versus the opportunities we were finding in Europe and the U.S. So, comparing those 

opportunities, we were shifting some of our exposure towards that market, and that started to drive 

an overweight. 

But one of the more significant reasons for that overweight towards Japanese equities is our belief in 

secular themes and the tailwinds they create for the businesses that we invest in, and one of those 

themes being the robotics and automation industry. This is a strong multi-year trend, multi-year theme, that we’ve been invested in and 

we find an above average number of these opportunities in Japan. In fact, over 60% of the automation and robotics companies are 

located in Japan and a lot of this has to do with the history of the Japanese economy. Coming out of World War II, there was a focus 

on manufacturing and engineering, and given the demographics and immigration issues in Japan, there had to be continued focus on 

innovation towards robotics and automation and being able to do more with less. 

Moving forward to the current environment, you’re seeing strong demand for these robotic and automation capex and materials and 

ultimately these Japanese companies are meeting that demand. And what’s really interesting is the demand isn’t only coming from 

developed market countries that are trying to automate their factories and do more with less, but a lot of that demand is coming from 

emerging economies like China, that are retooling their manufacturing sectors as they move up the supply chain and try to add more value 

within that supply chain through automation, robotics and advance capex equipment.
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Opinions, estimates, forecasts, and statements of financial market trends that are based on current 
market conditions constitute our judgment and are subject to change without notice. The views and 
strategies described may not be suitable for all investors. References to specific securities, asset classes 
and financial markets are for illustrative purposes only and are not intended to be, and should not be in-
terpreted as, recommendations. As a result of political or economic instability in foreign countries, there 
can be special risks associated with investing in foreign securities, including fluctuations in currency 
exchange rates, increased price volatility and difficulty obtaining information. In addition, emerging 
markets may present additional risk due to potential for greater economic and political instability in less 
developed countries. 

Foreign Securities Risk: Risks associated with investing in foreign securities include fluctuations in 
the exchange rates of foreign currencies that may affect the U.S. dollar value of a security, the possibility 
of substantial price volatility as a result of political and economic instability in the foreign country, less 
public information about issuers of securities, different securities regulation, different accounting, audit-
ing and financial reporting standards and less liquidity than in U.S. markets. 

Emerging Markets Risk: Emerging market countries may have relatively unstable governments and 
economies based on only a few industries, which may cause greater instability. The value of emerging 
market securities will likely be particularly sensitive to changes in the economies of such countries. 
These countries are also more likely to experience higher levels of inflation, deflation or currency devalu-
ations, which could hurt their economies and securities markets. 


