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OUR VIEW ON JAPAN’S UPPER HOUSE ELECTION  

 

As it often is when Japan’s Liberal Democratic Party (LDP) wins an election by an impressive amount, the initial equity market 
reaction was positive. But the ramifications of the ruling party’s 10 July upper house election victory, including reaching the 
two-thirds coalition majority for constitutional change, will in the intermediate term be a function of what happens to the 
global economy and geopolitics in the months and quarters ahead. One would think that “now or never” would be the 
slogan for the party which has long advocated constitutional reform, but Prime Minister Kishida is from what is historically 
a more dovish faction and, thus, may push neither quickly nor deeply for such reform. That said, under his leadership 
(although such was influenced by the powerful, more hawkish factions, including that of Shinzo Abe) defence spending has 
been set to rise significantly and Japan is increasing its military posture, with complaints against negative developments 
being more forcefully voiced. Events in Ukraine and in the Asian sphere, including North Korea, may speed up this process, 
as might strong public statements from the more hawkish factions about honouring the party platform and the legacy of 
Abe. 
 
Regardless of what happens in the political and economic spheres ahead, the victory should assure LDP dominance for 
several years ahead, and, thus, continued political stability, in spite of the senseless single horrible act last weekend. This 
contrasts to what seems to be a maelstrom of political instability in the West, which will likely worsen even further ahead. 
While political stability is no guarantee of great success in economics or risk market performance, the fact that the LDP is 
pro-business and that it does not seem to be placing undue new burdens on the economy or corporate sector ahead, should 
clearly be seen as a generally positive backdrop. Indeed, a strong push to start nuclear reactors again will likely become a 
prevalent LDP theme now, which should help curtail inflation for both consumers and businesses, while also helping meet 
climate goals. Some of this effort was deemphasised prior to the election so as to avoid negative reaction by some voters, 
but the strong election result of a more conservative party that strongly advocates nuclear power will likely allow for speedy 
action now. One item to remember too is that the bureaucracy is very strong in Japan, which also generates political stability, 
but if it slows down this push, it could be seen as a negative development by risk markets, as Japan is deeply vulnerable to 
any further energy shocks, especially if the Sakhalin project flows are disrupted by Russia. 
 
In sum, the equity market deemed the election as a positive for Japan. The country’s global standing may also improve even 
further by the fact that a record number of women were elected. 
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permitted by applicable laws. This document does not constitute personal investment advice or a personal recommendation and it does not consider in any way the 
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trading strategy. Moreover, the information in this document will not affect Nikko AM’s investment strategy in any way. The information and opinions in this 
document have been derived from or reached from sources believed in good faith to be reliable but have not been independently verified. Nikko AM makes no 
guarantee, representation or warranty, express or implied, and accepts no responsibility or liability for the accuracy or completeness of this document. No reliance 
should be placed on any assumptions, forecasts, projections, estimates or prospects contained within this document. This document should not be regarded by 
recipients as a substitute for the exercise of their own judgment. Opinions stated in this document may change without notice.  
In any investment, past performance is neither an indication nor guarantee of future performance and a loss of capital may occur. Estimates of future performance 
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sectors, regions or countries within this document does not imply a recommendation to buy or sell.  
Nikko AM accepts no liability whatsoever for any loss or damage of any kind arising out of the use of all or any part of this document, provided that nothing herein 
excludes or restricts any liability of Nikko AM under applicable regulatory rules or requirements.  
All information contained in this document is solely for the attention and use of the intended recipients. Any use beyond that intended by Nikko AM is strictly 
prohibited.  
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New Zealand: This document is issued in New Zealand by Nikko Asset Management New Zealand Limited (Company No. 606057, FSP22562). It is for the use of 
wholesale clients, researchers, licensed financial advisers and their authorised representatives only. 
Kingdom of Bahrain: The document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer to the public to 
purchase the Strategy will be made in the Kingdom of Bahrain and this document is intended to be read by the addressee only and must not be passed to, issued to, 
or shown to the public generally.  
Kuwait: This document is not for general circulation to the public in Kuwait. The Strategy has not been licensed for offering in Kuwait by the Kuwaiti Capital Markets 
Authority or any other relevant Kuwaiti government agency. The offering of the Strategy in Kuwait on the basis a private placement or public offering is, therefore, 
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Services and Markets Act 2000 (as amended) (FSMA) and the rules of the Financial Conduct Authority (the FCA) in the United Kingdom (the FCA Rules). This document 
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