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 Apr.-Jun. Business Progress Slower than the Previous Year  

 

The announcements by Japanese corporations of the full fiscal year business results as of 

2014 March end are almost over. According to the latest announcements of Apr.-Jun. results 

made by the companies comprising TOPIX 500 index (hereafter “major companies”), the 

recurring profit declined 4.6% y-o-y. It reached 24.2% of the estimated full fiscal year’s profit, 

slightly less than 26.8% reached in the same quarter last year, due to the negative impact of the 

consumption tax hike. Taking a close look into industry sectors, you will find sectors such as 

machinery, electric appliances and transportation equipments contributed positively, whereas 

sectors such as banks, securities & commodities futures and information & communication 

contributed negatively. It is noted that overall machinery sectors performed well thanks to a 

positive impact of the JPY depreciation, overseas orders and the domestic infrastructure projects. 

On the other hand, banks and securities & commodities futures sectors performed poorly as the 

revenue from the trading fees and the brokerage commission decreased due to inactive financial 

market transactions.   

 

 

 FY2014 Corporate Earnings - Slightly Revised Down but Outlook Unchanged  

 

I touched upon the FY2014 earnings forecast of the Japanese corporations (market 

consensus) in the report “ SMAM Japan Insights (No.003) ” back in May 9, 2014. According to 

the report, the recurring profit of the major companies (all industries) was +7.9% y-o-y but it 

was slightly revised down to +5.5% on August 13. This was mainly due to the downward 

revisions in non-manufacturing sectors such as financials (-4.8%⇒-10.1%), non-manufacturing 

excluding financials (+10.0%⇒+6.8%), whereas manufacturing sectors were almost unchanged 

(+11.8%⇒+11.3). Sectors classified in non-manufacturing as a whole, except few sectors such 

as trading houses, were revised down due to a negative impact of the tax hike to the domestic 

consumption and the rising cost, caused by the JPY depreciation and the surge in energy prices. 

Although I have a little concern if the Government could implement proactive policies to 

sustain the recovery, I still maintain my view that the Japanese corporate earnings will gradually 

improve from Jul.-Sep. quarter, unless a serious external shock pulls down the whole economy.  
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(Notes)   Data horizon is from FY2013 to FY2016. Beyond FY2014 are estimated figures. For FY2014, the earnings of the corporations whose fiscal year  

end falls into the period from April 2014 to June 2014 are actual.
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Disclaimer

Please read this disclaimer carefully.
= This material is for non-Japanese institutional investors only.
= The research and analysis included in this report, and those opinions or judgments as outcomes thereof, are intended to introduce or 

demonstrate capabilities and expertise of Sumitomo Mitsui Asset Management Company, Ltd. (hereinafter “SMAM”), or to provide 

information on investment strategies and opportunities. Therefore this material is not intended to offer or solicit investments, provide 
investment advice or service, or to be considered as disclosure documents under the Financial Instruments and Exchange Law of Japan.

= The expected returns or risks in this report are calculated based upon historical data and/or estimated upon the economic outlook at 

present, and should be construed no warrant of future returns and risks.
= Past performance is not necessarily indicative of future results.
= The simulated data or returns in this report besides the fund historical returns do not include/reflect any investment management fees, 

transaction costs, or re-balancing costs, etc.
= The investment products or strategies do not guarantee future results nor guarantee the principal of investments. The investments 

may suffer losses and the results of investments, including such losses, belong to the client.
= The recipient of this report must make its own independent decisions regarding investments.
= The opinions, outlooks and estimates in this report do not guarantee future trends or results. They constitute SMAM’s judgment as of 

the date of this material and are subject to change without notice.
= The awards included in this report are based on past achievements and do not guarantee future results.
= The intellectual property and all rights of the benchmarks/indexes belong to the publisher and the authorized entities/individuals.
= This material has been prepared by obtaining data from sources which are believed to be reliable but SMAM can not and does not 

guarantee its completeness or accuracy.
= All rights, titles and interests in this material and any content contained herein are the exclusive properties of SMAM, except as 

otherwise stated. It is strictly prohibited from using this material for investments, reproducing/copying this material without SMAM’s 

authorization, or from disclosing this material to a third party.
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