
 

 

PSA Japan Weekly  

Research Round-Up 

Reports and Comments  

from the PSA Team  

pelhamsmithers.associates 

Pelham Smithers Associates, 4th Floor, 150-152 Fenchurch Street, London EC3M 6BB 
Registered No. 7075266    Pelham Smithers Associates © 2018 

 

 

Week to Jan 12, 2018 

 

Date 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

The Weekly Comment  

by Pelham Smithers 

Because of Bitcoin's flaws, the debate over its 

future somewhat distorts the debate over digital 

currencies in general. While Japan's authorities 

may be agnostic towards Bitcoin, they've shown 

affinity to the digital currency concept, to the 

point of looking to replicate the yen as a digital 

currency. Pelham explains the advantages and 

attraction of blockchain in Japan and highlights key 

beneficiaries. 

Bitcoin Mining – Do the 

Economics for GMO 

Internet Stack Up? 

Hash-rates are explained, we 

estimate how much GMO 

Internet would be making per day 

in Bitcoin mining, and conclude 

that cost issues remain a 

stumbling block. 

Capcom – Certainly No 

Turkey 

We sent out our table-thumping 

note on Capcom on Nov 27 when 

many were still having Thanksgiving 

leftovers and looking for Cyber 

Monday gift ideas. Well, Capcom’s 

share price certainly has been no 

turkey since then…and there is 

more to come, with the launch of 

Street Fighter V: Arcade Edition, 

Season 3, and Monster Hunter: 

World, ahead of 3Q results on Jan 

31, when Capcom is also expected 

to provide details on the Resident 

Evil 2 remake as well as confirming / 

denying whether Devil May Cry 5 is 

in the works. 

Toyota Presents Mobility 

Specific Self-Driving 

Concept at CES and 

Announces New Mobility 

Partnership 

Toyota seems unstoppable in its 

efforts to expand its business into 

the new mobility service sector. 

Its new concept vehicle, the e-

Palette, which could be used for 

deliveries or ride hailing, has 

been announced at the CES. An 

e-Palette alliance has also been 

formed, with Amazon, Didi 

Chuxing, Mazda, Pizza Hut and 

Uber as partners. 
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Market Data 

 Last Close (Jan 12) WoW Change YTD Change 

Nikkei 225 ¥23,653.82 +0.63% +3.90% 

TOPIX ¥ 1,876.24 +0.67% +3.23% 

 Jan 12 Jan 5 Jan 1, 2018 

US$/JP¥ 111.14 113.05 112.63 

Source: Bloomberg data. Currency is as of the time of writing 
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PSA In the Press 

Joel Scheiman is mentioned in Bloomberg: 'Copy That, Fujifilm Should Give Xerox a Wide 

Berth: Gadfly'  
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Weekly Market Comment  

by Pelham Smithers 

The decision by Seoul to put a bill before its parliament 

banning Bitcoin trading while at the same time 

investigating exchanges for tax evasion (not necessarily by 

the exchanges, as it could be by their customers), sent the 

price of Bitcoin down below US$14,000, and led to a sell-

off in Japan in stocks involved in Bitcoin trading. The share 

price action is somewhat ironic given that Japan’s 

exchanges are likely winners if Koreans are forced to 

trade Bitcoin on overseas exchanges, having been a 

beneficiary of a similar move by Beijing a year earlier. This, 

though, underscores the big problem in the Japanese stock 

market, which is the tangling up of the Bitcoin boom with 

the overall digital currency story and the development of 

blockchain. The stock market appears to view the three as 

perfectly fungible, which is an understandable error, but 

one all the more ironic given the likely role of digital 

currencies – and especially blockchain – in the Japanese 

financial industry’s future. 

If various media outlets are to be believed, the driver 

behind Bitcoin's surge to the US$20,000 level were those 

well-known Machiavellian characters, Mr & Mrs Watanabe 

(see https://news.bitcoin.com/japanese-investors-fx-trading-

bitcoin/ ), who were putting Japan's huge under-the-futon 

supplies of cash to work by playing the crypto market. 

However, the evidence of their involvement – the rise in 

JPY / XBT cross-trading – just happened to coincide with 

the crackdown on Bitcoin exchanges in Beijing, suggesting 

that Mr & Mrs Watanabe may in fact be Mr & Mrs Li. 

Either way, though, Japan is again dominating Bitcoin 

trading, as it did in the early days prior to the MtGox 

debacle. 

The rise of the Japanese exchanges is partly down to the 

crackdown by Beijing (and the threat of similar action by 

the authorities in Seoul), partly down to the favourable 

terms Japanese exchanges allow you to trade on (zero 

commission, sometimes 15~20x margin), and partly down 

to the accommodating attitude of the Japanese authorities. 

While it would be wrong to say that either the Bank of 

Japan or the Ministry of Finance were in thrall to Bitcoin, 

their willingness to integrate Bitcoin into the system by (1) 

approving it as legal tender and (2) licensing eleven Bitcoin 

exchanges, is at odds with most financial authority 

responses. 

 

This has not gone unseen by the Japanese stock market, 

which loves nothing more than a good market theme. The 

fact that several of the approved exchanges are owned by 

listed entities [SBI Holdings (8473 JP), Fisco Ltd 

(3807 JP), Remixpoint (3825 JP) and GMO Internet 

(9449 JP)] has made the story easy to play. The 

additional stories of (a) GMO Internet getting into Bitcoin 

mining, using a revolutionary new 7nm microprocessor, 

and (b) Fisco launching a cryptocurrency fund, have given 

the story legs beyond what is achieved by the rise in the 

price of Bitcoin. Linked to the cryptocurrency story, you 

then also have firms like Ceres Inc / Japan (3696 JP) 

and Metaps (6172 JP), which are involved in initial coin 

offerings (ICOs).  

However, it is not clear that the excitement over Bitcoin 

will translate its way into massive profits for the above 

names. One disadvantage of not charging commission is 

that it makes it harder to monetize trading, relying on 

spreads (which in forex are cutthroat) and margin interest. 

GMO Internet's Z.com is the largest online forex 

exchange and generates operating profit of around 

US$100mil, while SBI Holdings' online forex business 

generates US$50mil in operating profit. This US$150mil 

total is equal to 25% of these firm's combined profits. This 

suggests that even if total trading in cryptocurrencies 

matched total trading in fiat currencies, you are looking at 

them having a sizable, but not outsized, impact on 

earnings. Likewise, the economics of GMO Internet's 

move into Bitcoin mining was based on them mining at 

1,500PH/s against an overall Bitcoin hash rate of 

8,500PH/s, giving them an 18% share of new blocks. 

However, since September, when GMO Internet 

announced this move, the hash-rate has risen to 

16,000PH/s. Therefore, while the price of Bitcoin has gone 

up four times (US$3,500 to US$13,500), the success rate 

of mining has halved. Given that GMO Internet is investing 

US$300mil (¥35bil) in Bitcoin mining equipment, this is not 

great news. 

This also, of course, assumes that Bitcoin holds / increases 

its value from here, which in our view is something which 

lies in the lap of the gods. While there are certainly uses 

for digital currencies – particularly in the role of thwarting 

denial of service attacks – the flaws in the Bitcoin system 

are being shown up with the slowing settlement process, 

and our suspicion is that it will lose any role as a medium 

of exchange to more efficient systems, like XRP, or even 

Bitcoin Cash. Whether it can then develop a role as a 

store of value will be the next test, but clearly, a 

https://news.bitcoin.com/japanese-investors-fx-trading-bitcoin/
https://news.bitcoin.com/japanese-investors-fx-trading-bitcoin/
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commodity whose price volatility exceeds 100% cannot 

currently be said to offer a store of value. 

Because of Bitcoin's flaws, the debate over its future 

somewhat distorts the debate over digital currencies in 

general. Digital currencies have several uses, but a key one 

is that you can put limitations on digital currencies which 

you cannot put on fiat currencies. For instance, you 

cannot have a banking system that limits all accounts to 

holding a minimum level of deposit, but you can have a 

minimum level of deposits of a digital currency. The latter 

forces a limit on the total number of accounts and 

therefore the total number of trades at any time, 

something that is necessary to avoid overloading the 

system. Once products / services have uses, they have 

value. Just how great a value is open for debate, but the 

value is there. 

Japan's authorities may be agnostic towards Bitcoin, but 

they have shown affinity to the digital currency concept, to 

the point of looking to replicate the yen as a digital 

currency. The J-Coin project sees the Ministry of Finance, 

the three city banks [Mitsubishi UFJ (8306 JP), SMFG 

(8316 JP), and Mizuho (8411 JP)] and Fujitsu (6702 

JP) aiming to have a digital version of the yen operate 

parallel to the fiat currency by 2020. (There is already a 

beta test of an app whereby selected account holders at 

any of the three city banks can transfer cash between 

them by zapping their phones.) The Japanese government 

is particularly interested in the development of a parallel 

digital currency because it means that it gets an audit trail. 

One reason for this is tax collection: in a cash-based 

society like Japan's, it is difficult to collect tax, be it VAT, 

Income Tax or Corporation Tax. Another reason, and less 

of a “Big Brother” one, is that it makes international trade 

finance cheaper / safer, thereby reducing the need for 

government guarantees, which are both time consuming 

for the Treasury, and expensive. This, of course, is down 

to the ledger system, which is the backbone of digital 

currencies, as you not only have a record of where the 

cash came from and where it went, but you can also add 

all the legal paperwork to the ledger, as well. 

It is this, the blockchain element, which is really important 

when it comes to Japan, but which can all too easily be 

glossed over in the debate over Bitcoin. While Bitcoin is 

likely to be a sideshow, blockchain is central to Japan's 

fintech revolution. The problem is that, while the value of 

Bitcoin is easy to find, the value of blockchain is far more 

holistic in nature. Shouting "buy Bitcoin, it is going up" is 

one thing. Shouting "buy a blockchain plug-and-play app 

provider, they are taking 1.3bp out of Basel III costs" is 

another. 

At the heart of the attraction of blockchain in Japan is the 

country's antiquated electronic payments system, Zengin 

Data, which was cobbled together to meet the needs of 

twenty different computer systems used by the Japanese 

banking industry. The process is so inefficient that 

exchanges take days to process, and the system cannot 

(yet) operate 24/7 (that should happen by October 2018). 

As a consequence, transaction fees are in the ¥000s for 

international remittances and in the ¥00s for some 

domestic ones. 

Ripple Labs, the firm behind the XRP cryptocurrency, 

reckons that the average cost of an international 

transaction for a US bank is 21bp, and that the cost of this 

can be reduced using Ripple Connect to 14bp and even 

further, to 8bp, by using XRP as well. PSA had put the 

equivalent cost in the Japanese banking system at double 

this (40bp), but a client has informed us that GMO 

Internet had put the cost at 60bp. 

If you are a Japanese credit card company, the impact is 

immediate, and huge. In 2015, total transactions on 

Japanese credit cards amounted to US$500bil. 

Assuming that 10% of that was international transactions, 

that puts the transaction cost to the industry at US$50bil 

x 60bp = US$300mil. It is not surprising, then, that within 

18 months of SBI Holdings and Ripple setting up SBI Ripple 

Asia, nine of Japan's credit card companies, including JCB 

and Credit Saison (8253 JP), have not only signed up to 

the service but are already producing mobile apps for 

their customers using the technology. 

In Europe, where the electronic transfer system is pretty 

efficient, blockchain provides an incremental improvement 

to the existing financial system, and is therefore likely to 

be deployed in a piecemeal way over time. For European 

financial institutions, the cost of either building a 

distributed ledger system from scratch, or else of buying 

one in, on a plug-and-play basis, is either going to come 

with a large upfront cost, or else a steady per-transaction 

drip-feed cost. As a consequence, the rush to install will 

be moderate. In Japan, blockchain offers the ability for this, 

still, cash-based country to leapfrog the electronic transfer 

era and move straight to the digital transfer era, therefore 

providing an exponential improvement. This being the 

case, the adoption rate is likely to be much higher. 
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PSA sees three groups of companies benefiting from this. 

Over time, the adoption of blockchain should be good 

news for the whole of the Japanese financial sector. 

However, short-term, the Japanese banks are eyeing large 

IT costs, while at the same time adopting processes that 

further render large sections of staff redundant. The more 

immediate beneficiaries are likely to be non-bank 

financials; notably credit card companies, such as the 

aforementioned Credit Saison. 

Second is the group of companies involved in blockchain 

software development and deployment. Several Japanese 

companies are members of the Hyperledger group. 

Hyperledger is an open-source Linux-based system, which 

is likely to find a lot of applications where paperwork, 

such as KYC (know your client) documentation, is critical, 

and as such is already attracting attention in Japanese 

financial circles. Fujitsu, NEC (6701 JP), Hitachi Ltd 

(6501 JP) and NTT Data Corp (9613 JP) are all 

members of Hyperledger. Meanwhile, Solxyz Co Ltd 

(4284 JP) is SBI Holdings' software development affiliate 

and is likely to be working closely on SBI Ripple Asia. 

Given the size and varied interests of the firms signed up 

with Hyperledger, until the likes of Soramitsu and Orb Ltd 

list, Solxyz is possibly as near to a pure play on blockchain 

as you can get. 

The third group is the firms investing in blockchain: most 

notably SBI Holdings, which owns 60% of SBI Ripple Asia 

and, through its Fintech fund, 11% of Ripple; and Digital 

Garage (4819 JP), which has invested in Blockstream. 

Because SBI Ripple Asia has got off to such an explosive 

start, signing up 61 Japanese banks and 9 credit card 

companies, SBI Holdings is likely to be a major player on 

the blockchain front, especially in the area of international 

remittance. If SBI Ripple were to charge 5bp on every 

dollar of Japanese credit card transaction, that would be 

¥25bil in revenues, against which they would have around 

1bp (¥5bil) in costs, leaving them with a profit of ¥20bil. 

SBI Holdings has profits of around ¥50bil at present, so 

even this one business line has blockchain delivering a 

considerable impact to SBI Holdings' bottom line. 

Conversely, if Bitcoin / cryptocurrency trading for SBI 

Holdings was as profitable as its forex trading, the impact 

would be just ¥5bil; underscoring that it is blockchain that 

investors should focus on, and not Bitcoin, when it comes 

to the impact on Japanese companies’ business 

performance. 

 

Reports / Flash Notes Summaries 

4. SBI Holdings (8473 JP) and the Japanese 

Blockchain Opportunity 

Even without blockchain, SBI Holdings is having a strong 

earnings year in FY17, aided by the strong stock market 

and its growing share of online trading. The company’s 

fintech prowess means that it is strong in both online 

banking and robo-advisory asset management. Pelham 

discusses his outlook for SBI Holdings’ earnings and still 

sees value, despite the strong performance of the shares 

over the past year.  

Meanwhile, there is an opportunity for SBI Holdings in 

blockchain. A key point about Japan and fintech is that 

blockchain – the backbone of Bitcoin – offers a means for 

Japan’s financial industry to escape, Houdini like, from its 

financial dark ages. Blockchain doesn’t have to have 

anything to do with Bitcoin, just as it doesn’t necessarily 

have to have anything to do with non-fiat currencies. 

Analyst Pelham Smithers in this report highlights the 

various blockchain developments underway in Japan, such 

as the development of a parallel digital currency to the yen 

(J-Coin); the open-source Linux-based Hyperledger; and 

SBI Holdings’ involvement in blockchain, which comes 

courtesy of a tie-up between Ripple and SBI Holdings: SBI 

Ripple Asia. SBI Ripple Asia has already arranged for a 

consortium of Japanese banks to trial its international 

payments system, and has also just announced that a 

group of leading Japanese credit card companies have 

become involved.  

Company / Sector / Thematic 

Comments  

Technology  

Analyst Pelham Smithers comments 

1. Sony Provides More Positive Data Points / 

CES / Music Videos on Facebook 

BoxOfficeMojo released last weekend’s box office tally 

and impressively Jumanji was still at No. 1, with its US take 

now up to US$245mil. Perhaps even more impressive is 

the international take, which is up to US$279mil. With no 

branded superheroes, and no top tier box office names on 

show, Jumanji is not classic overseas fare, but it is behaving 

as if it were. Assuming 40% overseas take and 50% 
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domestic, this puts the profit so far for Sony (6758 JP) 

on this production at ¥16bil. Assuming that it does 

another US$200mil globally as it runs off, that will give a 

profit of ¥26bil, which is going to have a significant bearing 

on Sony’s performance in its traditionally troublesome 

FY4Q. 

Meanwhile, as far as 3Q FY17 is concerned, there are no 

apparent problems for Sony from its PlayStation business. 

Sony’s gaming arm reported that holiday sales of the PS4 

were 5.9mil units, taking the cumulative total to 73.6mil, 

while 55.9mil software units were sold, taking the 

cumulative total to 645mil. Given that there are some 

people who will have bought two PS4s, either because one 

broke, or else because they upgraded, what this implies is 

that nearly everyone who owns a PS4, on average, bought 

a game over the holidays. An interesting statistic concerns 

the number of people who have signed up to PlayStation 

Plus since June, versus the number of new PS4s bought. 

Over the past six months, the subscription figure has risen 

to 31.5mil from 26.4mil, an increase of 5.1mil, while PS4 

cumulative sales has risen from 60.4mil to 73.6mil, an 

increase of 13.2mil. This puts the sign-up rate at 39% for 

the past six months versus 43% overall, suggesting a very 

minimal decline in this indicator. 

Over in Las Vegas, CES2018 launched on Jan 9, with Sony 

back to its old perky self. The relaunch of Sony’s robotic 

dog, Aibo, is probably the standout gadget from the 

company, although management is keenest to talk about 

its first-of-a-kind headphones that are both noise 

cancelling and splash proof.    

It was also reported on Jan 9 that following the deal with 

Vivendi’s (VIV FP) Universal Music, Facebook (FB US) has 

now signed a deal with Sony Music / ATV, to show the 

latter’s music videos on the Facebook site. No terms were 

released. PSA suspects it is a fixed-sum deal in the 

US$200~300mil range and thinks that it can only be profit-

enhancing for Sony’s music arm.  

2. Canon to Continue Medical Equipment 

M&A 

Canon (7751 JP) told the Nikkei that management is 

eyeing some US$3.5bil in acquisitions over the next three 

years, with medical equipment – particularly on the info-

tech side – a key focus. Although this suggests that 

management is happy with the cash neutral position the 

company now has (Canon’s cash balance is non-existent 

following the acquisition of Toshiba Medical), the company 

should generate more than that in free cash flow over the 

next three years, so this isn’t a particularly tall order in 

terms of spend.  

The issue is more whether Canon can successfully snaffle 

up its preferred target; and whether Canon is eyeing 

profitable businesses, as it did with Toshiba Medical, or 

whether it goes after cutting-edge plays – particularly in 

medical robotics – which may as yet be unprofitable. 

Boring though it sounds, investors at this stage of Canon’s 

recovery would probably prefer that Canon play it safe. 

There is still a lot of scepticism over the sustainability of 

Canon’s recovery, and its investing in companies that may 

hamper earnings growth probably won’t go down too 

well. For now, though, Canon is on the up. It will be very 

interesting to see what FY18 figures it forecasts when it 

reports on January 30. Given that Canon is even in with a 

shot at beating the existing FY18 consensus OP figure of 

¥375bil in FY17, PSA sees considerable room for upside 

surprise here. 

3. How Do You Value SBI Holdings’ Stake in 

Ripple Labs? 

Here is an argument going around the market at present: 

There’s a total of 100bil XRP in existence, of which Ripple 

Labs owns 61%. Given that XRP is currently priced at 

US$2.39, that theoretically gives a value of Ripple Labs of 

US$145bil. Since SBI Holdings (8473 JP) owns 11% of 

Ripple Labs, that implies a valuation of US$16bil for SBI 

Holdings, versus its market cap of closer to US$6bil. 

There are variants of this argument, dependent on how 

much of the 61% figure Ripple really does end up keeping, 

and also what SBI Holdings’ stake in Ripple Labs really is, 

given that SBI owns Ripple Labs through its fintech fund. 

Our problem with this argument is that it assumes Ripple 

can and will sell its holding in XRP; we see this as akin to 

valuing De Beers (priv.) based on its theoretical diamond 

inventory. The problem with diamonds is that they are 

only priced the way they are because of controls on their 

supply, which in turn makes an inventory meaningless, 

because it is essentially untouchable. When De Beers was 

taken private in 2001, the sale price of US$8bil was 

equivalent to only two years’ sales, reflecting the fact that, 

by its own rules, De Beers had become a low-growth, 

high-margin cash machine. 

In the same way, Ripple is likely to be valued on its cash 

generating capabilities, rather than on its latent asset value. 

We have no idea what Ripple is able to charge today for 
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transactions and even less idea what it can charge in the 

future. However, if we assume that the figure is 0.5bps, 

and we take a look at the Japanese credit card market 

which in 2015 saw transaction value of US$500bil, then, 

using a 0.5bp charge and assuming a 2x sales multiple, 

cornering this business alone puts a value of US$500mil on 

Ripple Labs. Assuming that Japan is 5% of the global 

market, this puts a US$10bil valuation on Ripple, of which 

SBI Holdings’ share would be approximately US$1bil. We 

think this still very nice number is probably considerably 

more realistic than the aforementioned US$16bil figure. 

4. Bitcoin Mining – Do the Economics for 

GMO Internet Stack Up? 

Back in September 2016, GMO Internet (9449 JP) 

announced it was going to enter Bitcoin mining in a big 

way, thanks to a new 7nm chip developed by a Japanese 

start-up which management was close to. This news fitted 

in with the Bitcoin zeitgeist and the shares rallied on the 

news. Since then, though, there have been differing 

opinions as to the decision and the shares have yo-yoed as 

a result. GMO plans to invest ¥38bil in Bitcoin mining, a 

sum that equates to four years of net profit, so not 

insignificant, on building up server capacity capable of 

executing 1,500 petahashes per second (PH/s).  

A “hash” is one execution of the commands needed to 

drive the Bitcoin checking system. At the time of the 

announcement, the “hash-rate” – the amount of 

commands being executed in the Bitcoin system – was 

8,500PH/s; so, GMO was planning to control about 20% of 

the Bitcoin instruction market, which in turn meant that it 

would garner about 20% of the 1,800 bitcoins that get 

created / mined per day. Since then, though, circumstances 

have bifurcated.  

On the one hand, the price of Bitcoin has risen 

significantly, and even after its recent travails, is still about 

four times higher than the US$3,300 price it was at when 

GMO announced their move. However, at the same time 

the hash-rate has soared, and is now at around 

16,000PH/s. This means that even when GMO will have its 

hash-rate up to speed (which won’t be before August, 

when the 7nm chips become available), its yield will be half 

what was planned. 

GMO would still be ahead if the hash-rate remains at 

16,000PH/s and with the price of Bitcoin at US$13,000. 

 
1 TH/s = Terahashes per second or 1tril hashes per second. There are 

We estimate that GMO would still be making around 

US$2.2mil per day in Bitcoin mining if that were the case. 

That would give it annualized revenues of ¥88bil. 

Assuming a 20% OPM, that would double GMO’s current 

operating profit. The problem with this maths comes with 

the inexorable rise in the Bitcoin hash-rate versus the 

uncertainty over the price of Bitcoin. Assuming the Bitcoin 

hash-rate continues to treble every six months, then we 

will be at 48,000PH/s come August, and GMO’s yield will 

have halved. As electricity consumption rates won’t have 

changed, profitability becomes very different – unless of 

course the price of Bitcoin changes, and/or transaction 

charges become significant. The problem with the latter of 

course is that the more charges become significant, the 

less attractive Bitcoin becomes to own. 

Bitcoin Hash-rate (TH/s)1 

     

Source: Blockchain Info 

GMO’s dichotomy is of course typical of what all Bitcoin 

miners face. Its disadvantage is that its investment is 

ongoing and not a sunk cost, while it also has the problem 

that electricity rates aren’t as cheap in Japan as they are in 

China. However, it is worth noting that quite a bit of 

Bitcoin mining takes place in the UK, where electricity 

rates are very high. What enables UK miners to thrive are 

algos which predict where to look for the next batch of 

newly minted Bitcoins. These algos make all the difference 

to yield and come from years of experience of mining 

Bitcoin. It is this experience that GMO lacks, and this issue 

is likely to be make or break for the firm’s chances.   

1,000 terahashes to a petahash. 
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5. NEC To Acquire Northgate for ¥72bil  

While NEC’s (6701 JP) acquisition of UK-based, 

privately-held Northgate Public Services (NPS) isn’t a big 

deal, it does add ¥5~6bil to Ebitda, which is 3% of NEC’s 

current Ebitda, reflecting just how small NEC’s profits 

now seem. NPS was previously acquired by Cinven in 

2014 as part of the buyout of Northgate Information 

Services for £666mil, but hasn’t fared well over the past 

three years, seeing revenues drop from £181mil to 

£163mil in 2016/17 and Ebitda drop from £45mil to 

£35mil. However, the business was being extensively 

restructured and there was evidence in the 2016/17 

accounts of this paying off. So: it will be interesting to see 

firstly just how much Ebitda NPS can deliver off its own 

bat in FY18, and then how much synergy is available with 

NEC’s public-sector business. 

6. Capcom’s Street Fighter, Monster Hunter 

Ramp Up Ahead of Launches  

Shares in Capcom (9697 JP) continue to rally ahead of 

what is set to be a key period for the company. In the 

space of a couple of weeks, Capcom will launch Street 

Fighter V: Arcade Edition, Season 3, as well as Monster 

Hunter: World. It announces 3Q results on Jan 31, when it 

is also expected to provide details on the Resident Evil 2 

remake as well as confirming / denying that Devil May Cry 5 

is in the works.  

At present, Capcom’s Monster Hunter franchise is not well 

known outside of Japan. This is about to change, and you 

don’t have to be a video game fan to have this made aware 

to you. All sorts of official and unofficial events are taking 

place around the world in the run up to, and in the wake 

of, the launch of Monster Hunter: World on Jan 26. In one 

instance, in London you can enjoy meat platters and “epic” 

burgers at the Monster Hunter Meat Shack, a pop-up eatery 

in Flat-Iron Square, from Jan 25~28.  

A final beta of the game is slated to run from Jan 19~22 

for PlayStation 4. It will feature “Nergigante”, an 

enormous foe who has featured heavily in the game’s 

marketing materials. Capcom has also said that there will 

be additional downloadable content, a lot of which will be 

free, coming out after the game is launched, to keep 

interest in the game high. This includes a major update 

slated for Spring 2018.  

Meanwhile, in what is effectively Season 3 of the game, 

Street Fighter V: Arcade Edition is getting some fantastic pre-

launch reviews (eg https://goo.gl/96aBDK ). It is also 

interesting to see the game being tied in with recent 

events in the Capcom Cup. It has seemed like the home-

use world of Street Fighter and the eSport world of Street 

Fighter have been ploughing separate furrows, but they are 

now starting to converge.    

Chemicals / Materials 

Analyst Joel Scheiman comments 

7. Fast Retailing Sales Good for Toray 

Fast Retailing (9983 JP) shares rose 6% on Jan 12 after 

the company reported stronger than anticipated earnings 

(FY17 Q3 OP ¥113.9bil +31%), supported especially by 

growing overseas sales. Even before earnings were 

announced, the shares had firmed on the back of strong 

sales reported by Uniqlo for December, which included 

existing store sales up 18.1% YoY. Winter items including 

Heattech and fleece reportedly sold well.  

This came as somewhat timely positive news for its 

supplier Toray (3402 JP) which has been under a cloud 

following the discovery of data falsification at a subsidiary, 

as Toray held an information meeting on its global textile 

business on Jan 11 (see below).  

8. Toray’s Textiles Explanation Fails to 

Inspire 

Toray (3402 JP) held an information meeting on its 

global textile business on Jan 11. Selecting the textile 

segment to highlight was a bit of a no-brainer, as carbon 

fiber has been disappointing, whereas textile earnings 

expanded to a surprising degree in the last decade, and 

particularly from FY13~FY15. Management confirmed that 

colder weather in Japan recently has boosted domestic 

sales.  

Reasons for Toray’s relatively unique success in textiles 

include an aggressive cost-cutting program initiated in the 

1990s, a high degree of vertical integration from fibers 

through apparel, high efficiency of global operations, tie-

ups with apparel makers such as Fast Retailing’s (9983 

JP) Uniqlo, and growing sales of industrial textiles. Toray 

is, unfortunately, reticent about quantifying any of these 

factors, for fear of providing competitors with useful 

information. The degree of profitability from supplying 

Uniqlo is a particularly sensitive topic. Investors exhibited 

interest at the meeting in areas where Toray is expanding 

capacity, namely non-wovens and airbag textiles.  

https://goo.gl/96aBDK
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The meeting did not, however, appear to contain enough 

positive information to advance Toray’s share price: Toray 

saw its share price rise 0.4% on Jan 12, while Fast Retailing 

rose 6% on the day. 

9. Petro Rabigh Progress Positive for 

Sumitomo Chemical 

Sumitomo Chemical’s (4005 JP) affiliate Petro Rabigh 

(PR) (PETROR AB) reported that it has already achieved 

on-spec production at ten of the twelve units which 

compromise its Phase 2 project. We remain cautiously 

optimistic that the company has significantly improved its 

operational stability, and this newest explanation 

contributes further to that image. The last two units 

(aromatics and ethylene propylene rubber) are slated to 

start up next quarter, as planned. Units which are already 

running include phenol and nylon 6, but investor attention 

is likely to focus on the methyl methacrylate (MMA) and 

polymer MMA units.  

Mitsubishi Chemical Holding’s (4188 JP) earnings 

have been receiving substantial support from its leading 

global position in MMA. The start-up of new MMA 

capacity in Saudi Arabia by both the Sumitomo and 

Mitsubishi groups, however, threatens to exert some 

downward pressure on MMA markets. Mitsubishi explains 

that it can exert considerable market control, by 

controlling utilization rates if necessary. We expect the 

Phase 2 project to be relatively neutral for PR’s earnings in 

FY18, but by FY19 a growing positive contribution should 

emerge. We estimate that Sumitomo Chemical’s equity 

holding income will increase by nearly ¥10bil in the next 

four to five years, despite the likelihood of a peaking in 

earnings at its petrochemical affiliate in Singapore. 

10. Sharp Reportedly Close to OLED 

Production 

Sharp (6753 JP) shares firmed on Jan 9 on the back of a 

Nikkei report saying that it would commence production 

of OLED displays for its own smartphones as early as 

FY18 Q1. This could ultimately lead to Sharp’s supplying 

OLEDs for other smartphone manufacturers, notably 

Apple (AAPL US), but it would still require a giant effort 

to make progress in narrowing the lead enjoyed by OLED 

leader Samsung Electronics (005930 KS). It might not have 

been strange to see shares of Japan Display (JDI, 6740 

JP) react negatively to the report, since it is not expected 

to commence OLED production until 2019, but the 

market apparently did not perceive the news as directly 

threatening. The situation remains somewhat fluid, with 

Chinese entrants aggressively targeting OLED as well, JDI 

trying to find a partner to finance its OLED investment, 

and Sharp’s management from time to time reiterating its 

interest in tying up with JDI. 

11. Are Rising Graphite Electrode Prices Fully 

Discounted?  

The Nikkei newspaper probably thought it was publishing a 

bullish article on Tokai Carbon (5301 JP) with its 

estimate of a near tripling in FY18 OP, but the shares 

responded by dipping as low as ¥1,515 on Jan 10, pulling 

down related issues such as Showa Denko (4004 JP) 

with it. The Nikkei estimates Tokai’s FY18 OP at ¥33bil – 

the first new peak in a decade. Some analysts’ estimates, 

however, were already at comparable levels, which 

triggered profit taking on the view that the good news is 

already discounted. Some pullback could also be expected 

after the strong performance by these shares last year, but 

the shares moved up once more from Jan 11. 

By now the market is familiar with the background. 

Chinese environmental regulations on steel manufacturing 

have resulted in growing demand for electric furnace steel. 

That, plus surging prices for graphite electrode (GE) raw 

material needle coke, has resulted in rising product prices 

– as we explained here last month. Both Tokai Carbon 

and Showa Denko stand to benefit, additionally, from 

increased volumes in FY18 after their acquisition of GE 

assets from SGL Carbon SE (SGL GR) toward the end of 

2017. The earnings picture is somewhat clouded, 

however, by the surge in needle coke prices, which is 

being driven as well by growing demand for lithium-ion 

batteries. In the case of Showa Denko, another potentially 

complex issue entering FY18 is pricing weakness of 

NAND flash memory, which could lead to disappointing 

HDD-related demand.  

12. Would Fujifilm Invest in Xerox? 

Fujifilm Holding’s (4901 JP) shares declined 1.8% on 

Jan 11, indicating that investors are not enthusiastic over 

the idea floated in a Wall Street Journal article that Fujifilm 

might invest in Xerox Corp (XRX US). The WSJ 

reported that these two companies are discussing 

increased cooperation which might include Fujifilm’s 

acquiring a majority position. A full takeover reportedly is 

not under consideration, nor is a deal necessarily 

imminent. If talks did move in that direction, this would be 

reminiscent of past events, when the old Xerox Corp (old 
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in the sense that it was split into two separate companies 

in January 2017) parted with portions of the Fuji Xerox 

joint venture along with sales rights to key markets in 

Asia, in exchange for much-needed cash infusions. One 

reason a deal may not be imminent is that it is so soon 

after Fuji Xerox’s reputation was tarnished by problematic 

accounting practices at sales subsidiaries. 

Fujifilm, which has held high cash reserves for a long time, 

has been asked for decades whether it would acquire 

Xerox Corp. Its standard answer used to be that Xerox 

Corp was simply too big for serious consideration. Xerox 

Corp’s value may have shrunk, but even so, Fujifilm’s 

management answered the Xerox M&A question yet again 

just a couple months ago with a clear “No”. 

What might have changed? Despite Fujifilm’s explanations 

that having two separate organizations does not impede 

efficiency, it would undoubtedly make more sense (and 

add potential synergy) to manage Xerox globally as a 

single entity. Last year, the old Xerox Corp broke itself in 

half. Xerox Corp, as the newly established copier 

company, did not have a brilliant start, but a healthy 

Xerox Corp is important to Fujifilm. Xerox Corp remains 

an important customer of Fuji Xerox, which manufactures 

and supplies much of the hardware and consumables that 

Xerox then sells in the Americas and Europe. Fujifilm’s 

medium-term plan calls for devoting Y500bil to M&A, but 

tentatively this is earmarked for healthcare and hi-tech. 

Fujifilm holds nearly Y900bil in cash and continues to 

generate strong cash flow as well. Fujifilm management 

might feel that the cash is burning a hole in its pocket, 

following the disappointment it felt after losing out to 

Canon (7751 JP) when both of them bid for Toshiba 

Medical. An answer to these questions may not come 

soon; Fujifilm explained that its policy is not to comment 

on articles such as that published by the WSJ. 

Autos 

13. Nissan to Invest in Solid State Battery 

Start-up  

Nissan (7203 JP) said it would establish a venture capital 

company with Renault (RNO FP) and Mitsubishi Motors 

(MMC) (7211 JP), planning to invest up to US$1bil over 

the next five years into new tech start-ups, covering areas 

such as AI, electrification, connectivity and autonomous 

drive. At the CES in Las Vegas, the alliance’s Chairman, 

Carlos Ghosn, said it was crucial that automakers 

cooperate with outside partners and start-ups in order to 

survive in a changing environment. Renault and Nissan will 

each contribute 40% to the new Alliance Venture fund, 

while MMC will cover the remaining 20%.  

The first investment (an undisclosed equity stake) will be 

in Ionic Materials, which develops cobalt-free solid-state 

battery materials. In December, the media reported that 

Nissan had joined other companies in the race to develop 

solid-state batteries, although it is targeting a launch in the 

second half of the next decade, whereas frontrunner 

Toyota (7203 JP) plans an introduction in the early 

2020s. The alliance must hope that this latest investment 

in the Massachusetts-based battery technology company 

will support its efforts and speed up the process.  

You could argue that Nissan is arriving late to the start-up 

investment party, given that Toyota, Peugeot (UG FP), 

BMW (BMW GR), GM (GM US) and others have already 

set up similar corporate venture capital funds. However, 

the alliance is topping its peers with this large US$1bil 

budget. Nevertheless, markets did not react 

enthusiastically, with Nissan shares flat on Jan 10, 

underperforming the sector. It is possible that investors 

were hoping that any R&D efforts into new tech would be 

covered by the regular budget. There is a risk that these 

additional large expenses may hamper Nissan’s ability to 

raise dividends to the same extent as in previous years.  

14. Toyota Presents Mobility Specific Self-

Driving Concept at CES and Announces 

New Mobility Partnership 

Toyota (7203 JP) seems unstoppable in its efforts to 

expand its business into the new mobility service sector: 

After announcing partnerships with several ride hailing or 

car sharing companies (Getaround, Grab, and an 

investment in Uber), after setting up a ride sharing 

platform within its Finance Service Division, starting car 

sharing test runs in Hawaii and establishing a new Mobility 

Service Company at the end of last year, Toyota now 

presents a concept vehicle that could be used for 

deliveries or ride hailing. At the CES in Las Vegas, Toyota 

showed off the e-Palette self-driving EV concept vehicle. It 

is a rather awkward-looking vehicle, with a box-like shape 

and see through windows, and brings to mind a container 

on wheels. While Toyota has recently placed more 

emphasis on design and the fun-to-drive factor for its cars, 

making ‘desirability’ a priority, the assembler also seems to 

be working hard on pure practicability and function, in a 

parallel development for autonomous drive purposes 

purely aimed at getting people or goods from A to B. This 
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new ‘mobility solution’ will come as a bus, a shuttle, or 

else as a small delivery van running along the pavement.  

Toyota also announced the formation of the e-Palette 

alliance, with Amazon (AMZN US), Didi Chuxing, Mazda 

(7261 JP), Pizza Hut and Uber as partners. The 

cooperation will include vehicle planning, application 

concepts and vehicle verification activities. Alliance 

partners can adjust the vehicle with their own hardware 

and software requirements, as the e-Palette has an open 

control interface. Interestingly, while partners can install 

their own autonomous driving systems, Toyota 

emphasises that it would then install its own guardian 

technology, as a safety net. We are unsure how this will 

work out in practical terms: Uber’s AD system, for 

instance, should be safe on its own terms, and should not 

require additional safety features. Also, it is unlikely that 

Uber would accept Toyota’s interference, given that 

Uber’s intellectual property would need protecting. 

Nevertheless, a cooperation of different partners should 

help Toyota gain experience in the various applications of 

AD services. Also, we think that a vehicle developed 

specifically for AD services makes sense, given that the 

priorities in development for regular cars on the one hand 

and the service industry on the other hand differ widely. 

The first e-Palette vehicles are likely to be showcased at 

the 2020 Tokyo Olympics in 2020. 

Toyota’s e-Palette 

 

Source: 

http://pressroom.toyota.com/releases/toyota+launches+new+mobility+e

cosystem+concept+vehicle+2018+ces.htm 

 

 

15. China Auto Market to Become More 

Challenging in 2018 

Japan’s Big 3 had a good year in China in 2017, with 

Nissan (7201 JP) recording a sales increase of 12.2% 

YoY to 1.52mil vehicles, Honda (7267 JP) sales rising 

15.5% YoY to 1.44mil vehicles and Toyota (7203 JP) 

posting sales growth of 6.3% YoY to 1.29mil vehicles. The 

Japanese saw strong demand for their crossovers and 

SUVs as well as for some smaller models which are still 

benefiting from a reduced sales tax rate.  

However, we think 2018 could be tricky for smaller 

models, as the sales tax on them has been raised from 

7.5% to 10%, starting from this January. Also, the Japanese 

are facing a high base of comparison, as sales have been 

expanding since the end of the Senkaku island crisis in 

2012, indicating that growth rates could be lower in 2018. 

Moreover, a diplomatic row between China and South 

Korea which hurt the Korean automakers’ sales in 2017 

seems to be coming to a close.  

Given that Japan’s assemblers benefited from buyers 

moving away from the Koreans, a comeback by the 

Koreans, with new crossover and SUV models, could cut 

into Japanese market share. A further issue the Japanese 

are facing (an issue shared with their international 

competitors) is the upcoming 2019 onwards EV sales 

quota which will force automakers to focus their new 

model launch plans on EVs. While the Japanese are ready 

to supply these vehicles, it is still not clear how a wave of 

new EVs hitting the markets all at once will be received by 

consumers.   

16. Honda’s New Insight: Third Time Lucky? 

Honda (7267 JP) unveiled the new Insight hybrid vehicle 

ahead of the Detroit Motor Show. Slotted between the 

Civic and the Accord in terms of size, the Insight is a 

premium compact, with a “sleek sedan design, roomy five-

passenger cabin, and refined driving performance, along 

with high fuel efficiency”, according to Honda. While the 

media has so far been highly complimentary about the new 

Insight, we are concerned that this new model might not 

have the impact Honda hopes for. This is the third 

attempt to launch the Insight, after the first two iterations 

(first launch 1999, second launch 2009) were unsuccessful.  

Given that the very name Insight is associated with a poor 

reception and subsequent low sales numbers, it might 

perhaps have been a good plan to come up with a fresh 

name. In addition, hybrid compact cars in general are 
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currently out of favour in the US; as Toyota (7203 JP) 

found out, when it launched the new Prius in 2016 (US 

sales 2016: -26.1% YoY). Even if the looks, the powertrain 

and the technologies (eg driver-assist functions) of the 

new Insight are much improved compared to the previous 

generations, we think that a hybrid crossover would stand 

a better chance of producing meaningful incremental 

volumes – while Toyota, for instance, saw sales of its Prius 

compact drop 20.5% YoY in 2017, on the other hand sales 

of its RAV4 hybrid crossover rise 12.1% YoY in the same 

period.   

Auto Parts and Machinery 

Analyst William Nestuk comments 

17. Automation Closes Near or At Listing 

Highs 

Jan 9 saw a slew of automation stocks hitting fresh listing 

highs, led by a convincing move in Daifuku (6383 JP) and 

Nabtesco (6268 JP), the latter having risen over 11% in 

the last three sessions, most of that in fresh listing high 

territory. Japan's largest purveyor of FA, Mitsubishi 

Electric (6503 JP), touched ¥2,000 for the first time 

ever. There was a close at its listing high amid big volume 

by Yaskawa (6506 JP), and moderate gains for Omron 

(6645 JP), Fanuc (6954 JP), and SMC (6273 JP).  

A slight reversal in copper prices may help explain the 

strength on Jan 9 in A/C expansion champion Daikin 

(6367 JP). 

18.  Auto Components Fall Back on Yen 

Strengthening 

Aisin Seiki (7259 JP) and Denso (6902 JP) both hit 

new highs near the open on Jan 9 before falling back, while 

Japan's No. 2 headlamp maker Stanley Electric (6923 

JP) posted the strongest gain in the auto components 

sector today, despite falling back over 1% from the strong 

highs in the first few minutes of morning trading. Yen 

strengthening from mid-morning weighed on auto 

components, it appears. That said, the strength of 

conviction in auto components, as well as trading volumes, 

is much weaker than in machinery – perhaps further 

reflecting concerns over the two largest auto markets: the 

US (sub-prime; fierce discounting) and China (elimination 

of tax benefits for smaller vehicles). 

 

19. Fanuc Fast-Forward in 2018; Daikin Stalls 

Fanuc (6954 JP) continues to lead automation as the 

best performer this year, rising 16.9% over six sessions so 

far in 2018 – thanks to a strong finish on Jan 12 with the 

shares rising 3% to ¥31,650) vs the 16.7% of second best 

performer Nabtesco (6268 JP) (closing +2% on Jan 12 

at ¥5,040).  

We feel confident Fanuc will come in with very strong Q3 

and Q4 earnings, helped by Robodrill demand and Fanuc's 

newfound expanded FA supply capacity.  

In Nabtesco's case, however, we doubt that earnings will 

look impressive solely on the strength of robot gears if 

China high-speed rail does not come through.  

The recent strength of Fanuc, however, may be directing 

attention to the relative laggards, and so Yaskawa 

Electric (6506 JP) and SMC (6273 JP) showed even 

better one-day gains though both have "only" risen 11% 

YTD. All these automation names, including Daifuku 

(6383 JP), up 13% YTD, posted listing highs on Jan 12. 

Among other machinery stocks, A/C king Daikin (6367 

JP) – a name PSA likes – fell for a fourth consecutive day, 

on Jan 12, perhaps as the material cost squeeze we often 

mention is becoming more recognized, as copper 

stubbornly remains above the $7,000/ton level.  

Internet 

Analyst Thao Nguyen comments 

20. LINE Roars on Speculation of a Tie-up with 

South Korean cryptocurrency exchange 

Upbit 

LINE (3938 JP) was the biggest gainer in the TPCOMM 

index on Jan 9, rising 10% on the day, following the report 

of a potential tie-up with South Korean cryptocurrency 

exchange, Upbit. There is speculation about when Upbit 

hopes to enter the Japanese arena, which is much more 

open to cryptocurrency than the South Korean 

counterpart.  

One of the reasons Upbit has chosen LINE to be its 

partner could be because LINE has a huge user base 

consisting of many young people who have shown 

relatively higher interest in Bitcoin and the like than have 

the older generations.  
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In addition, LINE is essentially an Internet company and 

the fact that its services revolve around smartphones 

suggest that it may have just the kind of expertise Upbit 

needs to make a successful entry into the Japanese 

market.  

There is as yet no confirmation that this report is 

accurate. From LINE’s point of view, involvement in 

cryptocurrency would broaden its business scope. 

However, we wouldn’t expect this putative new business 

line to have a meaningful financial impact any time soon. In 

the short to medium term, the advertising business will 

likely remain the cash generator, enabling LINE to fund 

new businesses in the investment phase – such as Clova, 

LINE Pay and LINE Mobile. Execution risk remains one of 

our concerns and due to ongoing upfront investment, we 

expect no substantial increase in earnings, despite the 

encouraging growth of the ad business. Besides, valuations 

are rich: EV/OP on consensus FY17 OP estimate is over 

38x, which only reduces very slightly, to 37x, based on 

FY18 consensus OP estimates.  

21. mixi to Sponsor FC Tokyo 

Since mixi (2121 JP) decided to shut down TicketCamp 

on Dec 27, following an investigation over whether 

information displayed on the website may have violated 

the Trademark Law and / or the Unfair Competition 

Prevention Law, the stock has declined more than 4%. It 

recovered on Jan 11 following the announcement that 

subsidiary XFLAG Studio, the developer of Monster 

Strike, has signed a new club sponsorship agreement with 

a football club, FC Tokyo. mixi seems to be following 

Rakuten’s (4755 JP) footpath by becoming involved in 

sports sponsorship both in Japan and overseas.  

This kind of initiative supported the growth of Rakuten’s 

e-commerce services in the early days, which goes to 

explain why mixi has decided to copy the strategy. 

Sponsorship for FC Tokyo can be expected to bring about 

a positive marketing impact for XFLAG Studio and mixi. 

While the financial details of the sponsorship are not 

provided, we do not think this initiative was included in 

the ¥13bil investment amount in FY17, which is described 

as “Expansion of returns to users”, “Expansion of 

anime/video content”, “Expansion of merchandising”, and 

“Creation of new titles”. As a result, the bottom line may 

be negatively affected further. With only one ageing 

wonder game, and given the generally shrinking profits, we 

find no reason to be excited on account of mixi’s 

undoubtedly cheap valuations – EV/OP on consensus FY17 

and FY18 OP is 3.4x and 3.7x, respectively.    

Miscellaneous / Macro 

22. Yamato Transport to Deliver a Return to 

the Black 

Shares in Yamato Transport (9064 JP) rose 4% on Jan 

11 on the back of a Nikkei preview stating it would return 

to the black for the nine-month cumulative Q1-3 results 

with an estimated OP of ¥27bil; this would be thanks to 

the company having raised prices and having limited 

consignment volumes, after having struggled with labor 

shortages and after higher costs took it into the red in the 

first half with an operating loss of ¥12.8bil. The moves 

were seen as amounting to a turnaround following 

successful negotiations with large-lot e-commerce 

customers, and after Yamato started to compensate 

workers for unpaid overtime. 

23. Foreigners Buy US$5.5bil in Japanese 

Equities in Two Days 

According to data released on Jan 12, foreign investors 

bought ¥598bil in Japanese equities in the first two days of 

trading in 2018, which goes a long way to explaining the 

surge in the Nikkei. It will be interesting, though, to see 

whether this continues. Foreign investors were not only 

neutral investors in 2017, but, whenever they made a big 

weekly move – usually to sell – they immediately reversed 

the move the next week.  

The dichotomy is being caused by a disconnect between 

where sentiment lies over the stock market (positive) and 

where over the economy (neutral at best). Inflation is still 

viewed as a non-story, so when the Bank of Japan hints at 

tightening the tap on monetary base expansion (as it did 

earlier this week), the central bank looks as if it is “on the 

curve”, if not actually ahead of it. This in turn is leading to 

yen strength, which raises further concerns over the 

economy.  

If foreign investors do prove to be broadly neutral as the 

month / quarter progresses, then the Japanese market is 

likely to struggle this quarter. During the Abe era, the only 

time the market has been strong in the 1Q was in 2013, 

and foreign investors were most definitely buyers at the 

time. Otherwise, the market has been flat or down. Even 

without the BoJ tightening the tap, liquidity factors tend to 

be less positive this quarter than last.  
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04.01.2017 US Auto Sales December 2017 – First Annual Sales Decline since 2009 Julie Boote  

02.01.2018 PSA 2018 Japan Perspective  Pelham Smithers 

14.12.2017 Fuel Cell Vehicles – on a Path to Nowhere? All Major OEMs Still Committed  Julie Boote 

13.12.2017 NEC (6701) – Can It Do More than Just Enjoy a Cyclical Recovery? Pelham Smithers 

11.12.2017 Dexerials (4980) – Wins in Major Devices and Autos Point to a Sustainable Recovery Joel Scheiman 

06.12.2017 Cyberdyne (7779): Moving Towards an Inflection Point  Pelham Smithers  

04.12.2017 Steel Sector Primer - The Current Situation Looks Favourable for Japanese Steel Makers  Pelham Smithers  

04.12.2017 US Auto sales November 2017 - Mixed Performance of the Japanese  Julie Boote  

28.11.2017 Nissan (7201) FY17 Guidance Question – US Performance Key to Outlook Julie Boote 

27.11.2017 Capcom (9697) – The Next Square Enix? Pelham Smithers 

21.11.2017 Chugai Pharmaceutical (4519) – Positive Readthrough from US Tecentriq Data Pelham Smithers 

21.11.2017 Toyota (7203) - Implications of Volvo Providing Uber with Robotaxis  Julie Boote 

20.11.2017 Daikin (6367) – Expansion Experts  William Nestuk 

20.11.2017 Japan Technology Sector Strategy –  Japan's "Sweet Sixteen" Pelham Smithers 

07.11.2017 Fanuc (6954) FY 17 H1 Update & Upside – Robodrill Runner William Nestuk 

06.11.2017 Honda (7267):  Positive Developments to Support FY17 H2  Julie Boote 

03.11.2017 SoftBank (9984) – Should You Invest?  Pelham Smithers 

02.11.2017 PSA Autos: US October 2017 Auto Sales –  SAAR Strong on Hurricane Replacement Demand  Julie Boote 

31.10.2017 Sony (6758) – FY17 1Q Wasn’t Necessarily a Blowout Quarter, but 2Q Was Pelham Smithers 

31.10.2017 Start Today (3092) FY17 Q2 Results - Uncertainties May Lead to Further Share Price Correction   Thao Nguyen 

30.10.2017 Isuzu (7202) – Slowdown in Japan, Growth in Asia Julie Boote  

30.10.2017 Canon (7751) – Another Quarter Towards Rehabilitation Pelham Smithers 

30.10.2017 Shin-Etsu Chem (4063) FY17 H1 Meeting - Strong Momentum Continues in Silicon Wafers, PVC & Soda Joel Scheiman 

27.10.2017 CyberAgent (4751) FY18 Outlook: Tough Conditions for Games / All Eyes on AbemaTV Thao Nguyen 

25.10.2017 Fujifilm Holdings (4901) – A Picture of Improving Health Joel Scheiman 

25.10.2017 Hitachi Chemical (4217) FY17 H1 – Unfortunate Downward Revision Likely Seen as a One-Off Joel Scheiman 

23.10.2017 Yaskawa (6506) FY17 H1 Results Comment William Nestuk 

19.10.2017 Mitsubishi Motors (7211) Reinvented - New-found Confidence Backed by Nissan-style Strategies Julie Boote 

17.10.2017 Market Strategy – Will the Market Slump in January? Pelham Smithers 

16.10.2017 Yahoo Japan (4689) – Buried Treasure Thao Nguyen 

05.10.2017 

Asatsu-DK (9747): Are the Chances of a Counter Bid by WPP (or Any Other Global Ad Agency) Being 

Underplayed? Pelham Smithers 

04.10.2017 IHI (7013): Reducing Risk – ¥14bn Buffer Revisited  William Nestuk  

03.10.2017 September US Auto Sales – Performance Lifted by Replacement Demand, Fleet Sales, Discounts  Julie Boote 

03.10.2017 Shin-Etsu Chemical (4063) - Earnings Growth Increasingly Driven by Electronics  Joel Scheiman 

02.10.2017 Toyota (7203) – Concerns over US and Expenses, but Positive Long-term Outlook  Julie Boote  

28.09.2017 Graphite Electrode Market – Hopes for Higher Graphite Prices, Amid Industry Restructuring  Joel Scheiman  

22.09.2017 NGK Spark (5334) – Sparking to Life  William Nestuk 

20.09.2017 Nexon (3659 JP): Given the Challenges Ahead, Can the Good Run Continue?  Thao Nguyen 

18.09.2017 Murata (6981) - Module Recovery Expected But Roadblocks Exist  Pelham Smithers  

18.09.2017 

48-Volt Mild Hybrids: Death Blow to Diesel, and Threat to Toyota: New 48-Electrical-Systems – Cheap 

and Efficient Julie Boote 

15.09.2017 NOK (7240): Q3 – Apple Cometh William Nestuk 
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07.09.2017 Koito Manufacturing (7276) – Shining Bright  William Nestuk  

06.09.2017 

Trump Set to Pull out of Free Trade Agreement with Korea – Unfair for Autos, but Not a Disaster 

Scenario Julie Boote 

05.09.2017 Square Enix (9684): ¥5,000 Share Price – Fantasy, or Viable Quest? Pelham Smithers 

04.09.2017 US Auto Sales August – SAAR Drops to Three-Year-Low on Harvey Impact Julie Boote  

01.09.2017 GS Yuasa (6674) Slowly Charging – We Visit after FY17 Q1 Earnings  William Nestuk 

*If you would like access to the full reports, please call your PSA sales representative. If you would like to see the list of reports produced YTD, 

please ask you can also find PSA research on FactSet, Thomson Reuters (Reuters Knowledge, Thomson One Analytics, Starmine), Capital IQ, and 

Bloomberg (under PSAZ <GO> or by typing in the < stock code> equity CN PSA <GO>), or contact your sales representative. 
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Important Legal and Regulatory Disclosures & Disclaimers 

Analyst Certification  

In our role as analysts at Pelham Smithers Associates, we hereby certify that the views about the 
companies and their securities discussed in this report are accurately expressed and that I have not 
received and will not receive direct or indirect compensation in exchange for expressing specific 

recommendations or views in this report.  

General Risks of Investing  

Pelham Smithers Associates provides a market intelligence service with a view to determining 
business performance not share price performance. However, Pelham Smithers Associates 
recognizes that its reports may be used to aid in investment decision-making. Investors need to  

be aware that investments in securities may pose significant risks due to the inherent uncertainty 
associated with relying on forecasts of various factors that can affect the earnings, cash flow and 
overall valuation of a company. Any investment in securities should be facilitated only within the 
context of diversification by asset class, industry, company, as well as investment objectives and 

time horizon. For additional information, please contact your investment advisor.  

Legal Disclaimer  

Reports produced by Pelham Smithers Associates are based on public information and Pelham 
Smithers Associates considers the same to be reliable, comprehensive information, but makes  
no representation or warranty that it is accurate or complete. Pelham Smithers Associates has  

no obligation to tell you when opinions or information in this report change apart from when  
we intend to discontinue research coverage of a subject company or industry. This research report  
is not an offer to buy or sell or solicitation of an offer to buy or sell any security in any jurisdiction 
where such an offer or solicitation would be illegal. This research is not a personal 

recommendation or otherwise to participate in any trading strategy or transactions. Any recipient 
of this research report should consider obtaining independent advice specific to their personal 
circumstances before undertaking any investment activity.  

Facts, views or opinions presented in this report have not been reviewed by, and may not reflect 

information known to, employees or other professionals of Pelham Smithers Associates. Pelham 
Smithers Associates employees may provide oral or written commentary or advice that may be 
inconsistent with the opinions or views expressed in this research report. Pelham Smithers 
Associates or its employees and, or its affiliates not involved in the preparation of this research 

report may have investments in securities or derivatives of securities of companies mentioned in 
this report, and may trade them in ways that could seem inconsistent with the contents of this 
report.  

The value of and income from your investments may vary because of changes in interest rates  

or foreign exchange rates, securities prices or market indexes, operational or financial conditions 
of companies or other factors. There may be time limitations on the exercise of options or other 
rights in your securities transactions. Past performance is not a guide to future performance. 
Estimates of future performance are based on assumptions that may not be realised.  

Pelham Smithers Associates personnel conduct site visits from time to time but are prohibited 
from accepting any payment or reimbursement by the subject company for travel expenses for 
such visits. Pelham Smithers Associates may seek out views and opinions of current and former 
staff on the subject company. However, at no time does PSA compensate such people for this.  

No PSA employee has been an employee of the subject company in the last five years. The subject 
company may have seen a copy of this research report, absent a recommendation, to confirm 
factual accuracy.  

The research analyst, strategists, or research associates principally responsible for the preparation 

of this research report have received compensation based upon various factors, including quality  
of research, client feedback, competitive factors and firm revenues.  

The trademarks and service marks contained herein are the property of their respective owners. 
Third-party data providers make no warranties or representations of any kind relating to the 

accuracy, completeness, or timeliness of the data they provide and shall not have liability of any 
damages of any kind relating to such data. The report or any portion hereof may not be reprinted, 
sold or redistributed without the written consent of Pelham Smithers Associates. This Publication 
is intended only for use by the recipient. The recipient acknowledges that all research and analysis 

in this Publication are the property of Pelham Smithers Associates and agrees to limit the use  
of all publications received from Pelham Smithers Associates within his, or her, own company  
or organisation. No rights are given for passing on, transmitting, retransmitting or reselling the 
information provided. 
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