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7 November  2022 

As Japanese Prime Minister Fumio Kishida focuses on various economic initiatives to shore up his 
support ratings, the revival of inbound tourism is seen as a measure that can provide the economy 
with an immediate boost.  
By Junichi Takayama, Investment Director 

Background: Japan PM Kishida to focus on reviving flagging support ratings  

A landslide election win was initially expected to free Kishida from political distractions 

Japan held a closely-watched Upper House election on 10 July, just two days after the assassination of former prime 
minister Shinzo Abe sent shockwaves through the country. The Kishida-led ruling Liberal Democratic Party (LDP) and 
coalition partner Komeito won by a landslide, with the coalition taking 146, or 59%, of the Upper House’s 248 seats 
(Chart 1). The Upper House election win made the LDP-Komeito the dominant force in both houses of parliament, 
with the coalition already a majority in the Lower House. Without another national election for the next three years, 
Kishida had been expected to pursue his policies relatively free from political distractions. 

Chart 1: The ruling coalition controls 59% of the Upper House 

Source: Nikkei 

A state funeral for former PM Abe divides public opinion, Kishida’s support rating suffers  

However, Kishida quickly ran into challenges as the assassination of Abe forced the prime minister to make some 
difficult decisions. Kishida opted to give Abe, Japan’s longest-serving prime minister, a state funeral. Japan had not 
bestowed such an honour to a former prime minister since 1967, and Kishida’s decision divided public opinion. Calls 
were made for the ceremony to be scrapped, with those opposed citing the funeral’s seeming lack of a legal basis 
and the considerable burden it would impose on taxpayers. In what was seen as an attempt to unite the LDP, Kishida 
went through with the state funeral in September; his cabinet’s approval rating has steadily declined since (Chart 2). 
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Chart 2: The Kishida cabinet’s approval rating has declined steadily 

  
Source: Nikkei as at October 2022 

However, we do not expect Kishida’s sagging approval ratings to cause major disruptions in Japanese politics as the 
opposition parties are divided while the ruling coalition has retained a unified front. With the Upper House election 
and Abe’s state funeral behind him, Kishida is expected to focus on economic policies to revive public support. 

Reopening of Japan to boost aggregate demand, provide immediate impact 

Kishida to pursue “five priorities” to reinforce economic growth 

At a speech at the New York Stock Exchange in September, Kishida called for more foreign investment into Japan 
while declaring that the country’s economy will continue to show strong growth. The prime minister advertised his 
“five priorities” for Japan (Chart 3), a series of policy measures aimed at reinforcing economic growth by focusing on 
people, innovation, green transformation (GX), doubling income from assets and the global economy.  

Chart 3: Japan’s “five priorities” 

 
Source: Nikko AM, Cabinet Public Affairs Office, Cabinet Secretariat as at September 2022 

Reopening of Japan a way for Kishida to “feed two birds with one scone” 

Of the five priorities, measures aimed at the global economy and more specifically the relaxing of borders is likely to 
have the most immediate impact by providing a quick boost to aggregate demand. With the latest wave of the COVID-
19 Omicron variant having peaked out in Japan amid an acceleration in the number of vaccine booster shots, the 
country relaxed its border measures after having effectively closed itself off from the rest of the world at the height 
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of the pandemic. Among G-7 countries, Japan has the highest number of boosters administered per 100 people (Chart 
4).  

Chart 4: COVID-19 vaccine boosters administered per 100 people 

 
Source: Our World in Data, as at 2 October 2022 

With public support for further opening increasing on the back of declining coronavirus cases, the government 
reinstated visa-free visits and lifted the daily arrival cap on the number of visitors from 11 October (Chart 5). COVID-
19 testing and quarantine requirements were also scrapped. The reopening of Japan is intended to “feed two birds 
with one scone” as it has the potential to simultaneously shore up Kishida’s approval rating and stimulate the 
economy by boosting consumer spending. 

Chart 5: Japan reopens its borders amid increasing public support 

  
Source: Nikko AM, Cabinet Public Affairs Office, Cabinet Secretariat and Nikkei 

What a recovery in inbound tourism could look like 

Inbound tourism is set to show a significant recovery as Japan remains a popular travel destination. Although the 
country was effectively closed to tourists, Japan still manged to top the 2021 World Economic Forum’s (WEF) Travel 
& Tourism Development Index, edging out the US, Spain and France. Japan was already a popular destination prior 
to the pandemic and the WEF ranking indicates that inbound tourism could not only return to pre-pandemic levels 
but experience steady, record-breaking growth again (Japan welcomed a record 31.9 million visitors in 2019 
according to the Japan National Tourism Organization). There is also plenty of headroom for a sharp recovery; 
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according to the World Tourism Organization (UNWTO), Japan experienced one of the largest drops in international 
tourist arrivals in the wake of the pandemic (Chart 6).  

Chart 6: International tourist arrivals (YTD % change, 2022 vs. 2019) 

 
Source: UNWTO 

Spending by inbound tourists amounted to JPY 4.8 trillion in 2019, or 0.9% of the Japanese GDP. While spending by 
inbound tourists may not immediately return to such a level due to an absence of visitors from China, the yen’s 
significant weakening is expected to drive a recovery in both the number of tourists to Japan and the amount of 
money they spend (Chart 7).  

Chart 7: Major currency returns (%, YTD) 

 
Source: OECD, Bloomberg as at 30 September 2022 

The yen fell to a 32-year low versus the dollar in October, having lost about 25% against the US currency since the 
end of 2019. Demand for yen by tourists could also help stabilise the currency, which has recently experienced a 
significant amount of market volatility. While the weak yen could provide an incentive for tourists to return to Japan 
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in the short term, Japan is likely to benefit significantly from a further influx of visitors in the longer term when China 
does finally relax its outbound travel restrictions. 

Inbound tourism seen reinforcing an already steady Japanese economy 
The OECD’s latest economic outlook highlights Japan’s resilience within the global economy (Chart 8). Factors 
supporting the Japanese economy relative to its US and euro area peers include firm consumer confidence thanks to 
still relatively low levels of inflation. Consumer prices have climbed steadily in Japan but the rise has been limited 
when compared with those of other developed economies. Furthermore, Kishida’s government unveiled a JPY 29.1 
trillion (USD 196 billion) economic package late in October designed to help households cope with rising prices and 
allow the economy recover from the effects of the pandemic. When foreign visitors return to Japan, they will be 
reinforcing an already steady Japanese economy. 

Chart 8: OECD’s real GDP outlook for Japan, US and the euro area 

Source: OECD as at September 2022 
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Important information: This document is prepared by Nikko Asset Management Co., Ltd. and/or its affiliates (Nikko AM) and is for distribution 
only under such circumstances as may be 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 objectives, financial situation or needs of any recipients. All recipients are 
recommended to consult with their independent tax, financial and legal advisers prior to any investment. This document is for information 
purposes only and is not intended to be an offer, or a solicitation of an offer, to buy or sell any investments or participate in any 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 are based on assumptions that may not be realised. Investors should be able to withstand the loss of any 
principal investment. The mention of individual securities, 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.  

Japan: The information contained in this document pertaining specifically to the investment products is not directed at persons in Japan nor is it 
intended for distribution to persons in Japan.  Registration Number: Director of the Kanto Local Finance Bureau (Financial Instruments firms) No. 
368 Member Associations: The Investment Trusts Association, Japan/Japan Investment Advisers Association. 

United Kingdom and rest of Europe: This document is communicated by Nikko Asset Management Europe Ltd, which is authorised and regulated 
in the United Kingdom by the Financial Conduct Authority (the FCA) (FRN 122084).  This document constitutes a financial promotion for the 
purposes of the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the FCA in the United Kingdom, and is directed at 
professional clients as defined in the FCA Handbook of Rules and Guidance. 

United States: This document may not be duplicated, quoted, discussed or otherwise shared without prior consent. Any offering or distribution 
of a Fund in the United States may only be conducted via a licensed and registered broker-dealer or a duly qualified entity. Nikko Asset 
Management Americas, Inc. is a United States Registered Investment Adviser. 

Singapore: This document is for information to institutional investors as defined in the Securities and Futures Act (Chapter 289), and intermediaries 
only. Nikko Asset Management Asia Limited (Co. Reg. No. 198202562H) is regulated by the Monetary Authority of Singapore. 

Hong Kong: This document is for information to professional investors as defined in the Securities and Futures Ordinance, and intermediaries only. 
The contents of this document have not been reviewed by the Securities and Futures Commission or any regulatory authority in Hong Kong.  Nikko 
Asset Management Hong Kong Limited is a licensed corporation in Hong Kong. 

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, restricted in accordance with Decree Law No. 7 of 2010 and the bylaws thereto (as amended). No private or public 
offering of the Strategy is being made in Kuwait, and no agreement relating to the sale of the Strategy will be concluded in Kuwait. No marketing 
or solicitation or inducement activities are being used to offer or market the Strategy in Kuwait.  

Kingdom of Saudi Arabia: This document is communicated by Nikko Asset Management Europe Ltd (Nikko AME), which is authorised and 
regulated by the Financial 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 should not be reproduced, redistributed, or sent directly or indirectly to any other party or 
published in full or in part for any purpose whatsoever without a prior written permission from Nikko AME.This document does not constitute 
investment advice or a personal recommendation and does not consider in any way the suitability or appropriateness of the subject matter for the 
individual circumstances of any recipient. In providing a person with this document, Nikko AME is not treating that person as a client for the 
purposes of the FCA Rules other than those relating to financial promotion and that person will not therefore benefit from any protections that 
would be available to such clients. Nikko AME and its associates and/or its or their officers, directors or employees may have or have had positions 
or material interests, may at any time make purchases and/or sales as principal or agent, may provide or have provided corporate finance services 
to issuers or may provide or have provided significant advice or investment services in any investments referred to in this document or in related 
investments. Relevant confidential information, if any, known within any company in the Nikko AM group or Sumitomo Mitsui Trust Holdings 
group and not available to Nikko AME because of regulations or internal procedure is not reflected in this document. The investments mentioned 
in this document may not be eligible for sale in some states or countries, and they may not be suitable for all types of investors.  

Oman: The information contained in this document nether constitutes a public offer of securities in the Sultanate of Oman as contemplated by 
the Commercial companies law of Oman (Royal decree 4/74) or the Capital Markets Law of Oman (Royal Decree80/98, nor does it constitute an 
offer to sell, or the solicitation of any offer to buy non-Omani securities in the Sultanate of Oman as contemplated by Article 139 of the Executive 
Regulations to the Capital Market law (issued by Decision No. 1/2009). This document is not intended to lead to the conclusion of any contract of 
whatsoever nature within the territory of the Sultanate of Oman.  

Qatar (excluding QFC): The Strategies are only being offered to a limited number of investors who are willing and able to conduct an independent 
investigation of the risks involved in an investment in such Strategies. The document does not constitute an offer to the public and should not be 
reproduced, redistributed, or sent directly or indirectly to any other party or published in full or in part for any purpose whatsoever without a prior 
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written permission from Nikko Asset Management Europe Ltd (Nikko AME). No transaction will be concluded in your jurisdiction and any inquiries 
regarding the Strategies should be made to Nikko AME.  

United Arab Emirates (excluding DIFC):  This document and the information contained herein, do not constitute, and is not intended to 
constitute, a public offer of securities in the United Arab Emirates and accordingly should not be construed as such. The Strategy is only being 
offered to a limited number of investors in the UAE who are (a) willing and able to conduct an independent investigation of the risks involved in 
an investment in such Strategy, and (b) upon their specific request. The Strategy has not been approved by or licensed or registered with the UAE 
Central Bank, the Securities and Commodities Authority or any other relevant licensing authorities or governmental agencies in the UAE. This 
document is for the use of the named addressee only and should not be given or shown to any other person (other than employees, agents or 
consultants in connection with the addressee's consideration thereof). No transaction will be concluded in the UAE and any inquiries regarding 
the Strategy should be made to Nikko Asset Management Europe Ltd. 

Republic of Korea: This document is being provided for general information purposes only, and shall not, and under no circumstances is, to be 
construed as, an offering of financial investment products or services.  Nikko AM is not making any representation with respect to the eligibility of 
any person to acquire any financial investment product or service.  The offering and sale of any financial investment product is subject to the 
applicable regulations of the Republic of Korea. Any interests in a fund or collective investment scheme shall be sold after such fund is registered 
under the private placement registration regime in accordance with the applicable regulations of the Republic of Korea, and the offering of such 
registered fund shall be conducted only through a locally licensed distributor.    
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