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Stock Market: U.S. stocks traded sideways, but Japanese stocks rose sharply alongside Taiwanese 

and South Korean stocks amid favorable conditions before recent correction.

➢ Amid concerns over AI disruption, software stocks have been sold off since the start of the year, while hardware stocks 

have attracted buying interest.

➢ Given the rise in ROE, the increase in the P/B ratio of Japanese stocks can be justified.

➢ However, caution is required regarding the risk of valuation adjustments stemming from concerns over the situation in Iran 

and other factors.

Bond Market: The Bank of Japan personnel appointments demonstrate the Takaichi administration's 

strong resolve to implement high-pressure economic policies.

➢ U.S. long-term interest rates have fallen sharply since February, with the impact spreading to Japan and Germany. This 

may reflect a shift of funds from U.S. software stocks, gold, and Bitcoin.

➢ The personnel appointments for Bank of Japan board members reaffirm the Takaichi administration's firm resolve to 

maintain its monetary easing and fiscal stimulus policies, thereby sustaining a degree of economic overheating to realize a 

“high-pressure economy.”

Foreign Exchange Market: Amid conditions favoring a weak dollar, yen-selling positions are also 

shrinking.

➢ Overseas medium- to long-term investors' purchases of Japanese stocks and JGBs following the Lower House election 

may also be contributing to the yen's appreciation.

➢ On the other hand, risk-averse dollar buying driven by the situation in Iran could provide support for the dollar.
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Japan Market Outlook

TOPIX Index USD/JPY 
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Source: LSEG Data & Analytics, Asset Management One Co., Ltd.

Note: Monthly data from December 2020 to February 2026

JGB 10 Year Yield
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Valuations

Forward ROE and Forward P/B Ratio for Japanese Stocks
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The Relationship between P/B Ratio and ROE

 (International Comparison)

Source: LSEG Data & Analytics, Asset Management One Co., Ltd.

Note: 1. Weekly data from 2 January 2015 to 13 February 2026

          2. Use MSCI Japan index values

          3. Based on 12-month forward estimates

Source: LSEG Data & Analytics, Asset Management One Co., Ltd.

Note: 1. As of 13 February 2026

          2. Use MSCI country/region index values

          3. The horizontal axis represents forward ROE, and the vertical axis

represents forward P/B ratio

          4. The dotted line is an exponential approximation

➢ Given the rise in ROE, the increase in the P/B ratio of Japanese stocks can be justified.

➢ Japan market is positioned close to the trend line in terms of the relationship between P/B ratio and ROE.

➢ However, caution is required regarding the risk of valuation adjustments stemming from concerns over the 

situation in Iran and other factors.
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Earnings growth
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The Earnings Revision Index

Source: LSEG Data & Analytics, Asset Management One Co., Ltd.

Note: 6-week moving average data from 3 January 2025 to 20 February 2026

Matrix between EPS growth rates and P/E

Source: LSEG Data & Analytics, Asset Management One Co., Ltd.

Note: 1. Vertical axis represents earnings growth rate (annualized) for FY2026 - FY2027 

         2. Upper row – TOPIX, Lower row – Nikkei 225
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USD/JPY rate

USD/JPY and 10Y real interest rate gap USD/JPY and 5Y interest rate gap
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Source: LSEG Data & Analytics, Asset Management One Co., Ltd.

Note: Daily data from 3 January 2022 to 27 February 2026 
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          2. The real interest rate is the nominal interest rate minus the break-even inflation rate
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Japan Economic Outlook
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➢ The impact of U.S. tariffs on imports from Japan is expected to be limited. The Japanese economy is 

projected to remain resilient, underpinned by domestic demand such as personal consumption and 

capital investment. This resilience stems from two factors: 1) Continued high wage increases from 

spring labor negotiations boosting incomes, and 2) Labor-saving investments driven by labor shortages.

➢ Price increases are expected to moderate due to slowing growth rate of rice prices and other factors.

➢ The Bank of Japan decided to raise interest rates to 0.75% in December 2025. Going forward, it plans to 

continue raising rates while assessing their impact on the economy. The next rate hike is expected in 

June or July 2026 (to 1.00%). Thereafter, if the Takaichi government's proactive fiscal policy continues 

and the underlying inflation rate rises amid an expanding positive output gap, a continuation of rate 

hikes every six months is anticipated.

➢ The likelihood of implementing a consumption tax reduction focused on food items has increased. It is 

expected that funding can be secured without issuing deficit-covering bonds by reviewing subsidies and 

special tax measures.
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Monetary Policies

ECB Policy Rate Pathways 

Forecasts

Fed Policy Rate Pathways 

Forecasts

BOJ Policy Rate Pathways 

Forecasts

➢ The U.S. Federal Reserve and the European Central Bank are expected to keep their policy interest 

rates unchanged for the time being.

➢ The Bank of Japan is expected to continue raising interest rates every six months despite pressure from 

the government.
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Source: Bloomberg, Asset Management One Co., Ltd.

Note: 1. Monthly data from January 2023 to June 2027

          2. Values from February 2026 onward are projections

          3. “AM-One" denotes policy rate forecasts made by our economists. "Market" refers to policy rate levels priced in by the market through OIS or other instruments. "Consensus" uses 

              Bloomberg's forecast values. "FRB" indicates the outlook of FOMC participants as shown in the latest SEP (Summary of Economic Projections).

          4. “Consensus”  and “AM-One” for ECB overlap with the same figures
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Indices are used solely for comparison purposes. There are limitations in using indices for comparison purposes because, among other reasons, such indices may 

have different volatility, diversification, and other material characteristics (such as number or type of instrument or security). Indices are unmanaged and you 

cannot invest directly in an index.

JPX-calculated indices including TOPIX, TOPIX Total Return Index, TSE Mothers and their sub-indices: 

The Index Value and the Index Marks of Tokyo Stock Price Index (TOPIX), TOPIX Total Return Index, Tokyo Stock Exchange Mothers Index (TSE Mothers 

Index) and other indices calculated by the JPX Market Innovation & Research, Inc. and/or its affiliates  (hereinafter the "JPX") are subject to the proprietary rights 

owned by the JPX and the JPX owns all rights and know-how relating to the index such as calculation, publication and use of the Index Value and relating to the 

Index Marks. The JPX shall accept no liability or responsibility for any loss or damage arising from errors, delays, or termination of the calculation or publication of 

the Index Value. No Product is in any way sponsored, endorsed or promoted by the JPX and the JPX shall not be liable for any damages arising from the 

establishment, distribution and promotion of the Product.

MSCI Index and its sub-indices:

MSCI Index and its sub-indices are indices published by MSCI Inc. Copyright and all intellectual property rights of this index belong to MSCI Inc. MSCI Inc. has the 

right to change the content of the index as well as the right to cancel the publication. 

The Nikkei Stock Average (Nikkei225) and its sub-indices:

The Nikkei Stock Average and its sub-indices are a copyrighted material calculated in a methodology independently developed and created by Nikkei Inc. 

(“Nikkei”) and Nikkei is the sole exclusive owner of the copyright and other intellectual property rights in the Nikkei Stock Average itself and its sub-indices and the 

methodology to calculate the Nikkei Stock Average and its sub-indices. The product is solely established and managed by Asset Management One Co., Ltd. and 

Nikkei does not give any warranty, nor is it responsible for any and all financial instruments and the like, which are based on, or other wise refer to, the Nikkei 

Stock Average and its sub-indices. 

The Dow Jones Industrial Average, S&P 500 Index and their sub-indices: 

The copyrights, intellectual property rights and any other rights of The Dow Jones Industrial Average, S&P 500 Index and their sub-indices belong to 

Standard&Poor’s (S&P). S&P shall not guarantee the accuracy or completeness of the indices which are published by S&P and the data included in the indices. 

S&P shall not accept any responsibilities for the results related to the indices and the data.
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Bloomberg: 

“BLOOMBERG®” and the Bloomberg indices listed herein (the “Indices”) are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg 

Index Services Limited (“BISL”), the administrator of the Indices (collectively, “Bloomberg”) and have been licensed for use for certain purposes by the distributor 

hereof (the “Licensee”). Bloomberg is not affiliated with Asset Management One Co., Ltd., and Bloomberg does not approve, endorse, review, or recommend the 

financial products named herein (the “Products”). Bloomberg does not guarantee the timeliness, accuracy, or completeness of any data or information relating to 

the Products.

Euro Stoxx Index:

The Euro Stoxx Index(the “Index”) is the intellectual property (including registered trademarks) of  STOXX Ltd., Qontigo Index GmbH, or their licensors, and is 

used under a license. This documentation is neither sponsored nor promoted, distributed or in any other manner supported by STOXX Ltd., Qontigo Index GmbH 

or their licensors, research partners or data providers and STOXX Ltd., Qontigo Index GmbH and  their licensors, research partners or data providers do not give 

any warranty, and exclude any liability  (whether in negligence or otherwise) with respect thereto generally or specifically in relation to any errors, omissions or 

interruptions in the Index or its data.

Nasdaq-100 Index:

The copyrights, intellectual property rights and any other rights of the Nasdaq-100 Index belong to Nasdaq Stock Market, Inc.
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General Disclaimers

Asset Management One Co., Ltd. conducts its discretionary investment advisory business as a registered and licensed investment advisor under the Financial 

Instruments and Exchange Act of Japan. Asset Management One Co., Ltd. is registered as investment adviser with the US Securities and Exchange Commission. 

The discretionary investment advisory business involves entering into contracts under which Asset Management One Co., Ltd. is entrusted fully or partially with 

investment decisions based on analyses of the value of marketable securities as well as the authority necessary to make investments on behalf of the clients based 

on such analyses. 

For this presentation material

• This documentation was prepared by Asset Management One Co., Ltd. 

• This documentation is required to be used only by the investor to whom it is distributed.

• This documentation is only for the purpose of providing information and is not intended to be used to solicit investments.

• This documentation was prepared using data that Asset Management One Co., Ltd. has judged to be reliable including data from third-party sources. However, 

Asset Management One Co., Ltd. does not guarantee its completeness or accuracy. Additionally, the published data are only indicative of past performance and 

do not provide a guarantee of future performance.

• The contents included in this documentation are only current as of the date this documentation was prepared (March 4, 2026) and are subject to change without 

notice.

• The intellectual property and all other rights pertaining to the data published in this documentation including benchmark indices shall remain the property of the 

publisher and licensor.
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