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Finding a “fair value”
for any equity market
is difficult.
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The data argue neither
for, nor against stronger
equity markets.
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Figure 1: Long-term time series of Japanese economic data and market performance
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Figure 2: TOPIX performance vs economic indicators, current and 2005 rallies
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Figure 3: TOPIX performance vs MSC| World, rebased to 100
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Figure 4:Valuation metrics of Japanese and world markets

SPX 15.12 2.1 2.47 1.53
TOPIX 14.52 1.69 1.22 0.65
) MSCI World 14.8 2.61 2.05 1.24
Even if Japan averages two
percent growth, the estimated
TOPIX index level is higher Source: 1SSG

than current valuations.

Ty HERAUENRREL LB LB OKM RS

Ty BERAENN) ax—2 g VEHMEET A THLA— Ry u—R<E5 /L (GGM)
X, TOPIX DBHADZEAVIZIE L MG LTWANE ) &2 W3 25 72D A VT
LEBODY =TT, GGM IGO0 E EMits 2 F T 2720, TGt =R Ok 4/
(MBI ) X —r = EHR) | LW oHEREHNTHET, L, ZNHDOEHKIZONT
BHETEXDEEZHNT 20N LN LD, ZOTTANERICEDND Z LIHIEEAL
B FEE A, MAITRNND 26 OEHE THIT 200 0 I, Bl o il LsEN
b7 OTEBOEEHERT 5 720 R#2 FiEEZ R A CTnET, £ 9 LT TOPIX ©
Bz 7o EAREZHER L, ZREBEDONY axz— a3 L HEELTHET,

FTo. 2012 R (T 27 ZAOFEEOKMN LA FE DR FFAOT U A MIED3E
EMAMELE, 20139 ARFAORBLALE L CWET, ZhHZHNWLZ EITED, &
OELHIZBETAEEPHNOND Z L2720 £9, & 5I2, 2012 FRRFEADNY 22—
3 UL MERREEAFIRREFEH L, ZNRN 2 EOHE & b L L2 b o L BELE
T TOTD, BETLIERIIMERLET 00 ET,

B FRIZOW TR, OB Y OFRHEE TRE M ORIT, RHIFVICFRE7TREZ: GDP iR H &
B R EHAELTWET, BYOMONE TRl 2K L LT GDP EFRZH TS
7o, 2012 FERFFH OB OFOHEIT 1% (BE 15 FORENLRAROEER) LHEL
TWET, 2095 2T, MORKIIEERORMMREERLIESEZALNTND 3%IZE E
HEBZTOET, ZOMEIX, TORESITRLTNET,

Figure 5: Japanese market fundamentals

TOPIX index level 860 1194
GGM ‘fair value’ for index level 1535
Earnings per share 64.5 84.5
Required rate of return 8.5% 8.5%
Growth rate 1.0% 3.0%

Source: ISSG
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The reform process faces
many challenges and

investors disagree widely
over how optimistic to be
about economic change.
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