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£ Returns Month 2023
B Accumulation +3.8% +18.9%
TOPIX Net Total Return +3.7% +12.3%

Sources: Bloomberg and Waystone Management (UK) Limited

TOPIX started the year strongly by rising 7.8% in yen terms, despite the devastation of the
Noto Earthquake which hit Japan on New Year's Day. Larger companies led the increase
with the TOPIX Core 30 index up by almost 10% while the TOPIX Mid 400 rose by just over
5%. At least 233 people died in the earthquake and a few of our companies suffered
damage to local factories, although Noto Airport had re-opened by the end of the month.

Individual investors have shown more interest in Japanese equities following a rise in the
tax-exempt allowance for Nippon Individual Savings Accounts (NISAs). The annual limit for
these investment accounts has tripled to a total of ¥3.6m ($25,000) from 15t January, and
their tax-free status has been made permanent. According to the Nikkei newspaper, NISA
purchases of equities through the leading online brokerages reached $3bn in the first two
weeks of January, almost three times the record for a single month. NISA applications have
also doubled compared to last year.

As widely expected, the Bank of Japan kept monetary policy unchanged in its January
meeting. The next meeting in March will be held as companies carry out their annual wage
negotiations. The Japanese Business Federation has called for an increase of at least 5%,
which would exceed last year’s rise. Demand for new graduates in particular is very strong,
resulting in starting salaries increasing by 16% at Dai-Ichi Life and 25% at SMFG.
Interestingly, the Ministry of Health, Labour and Welfare has just released its report on
wages in 2023. This showed that smaller companies raised pay by 3.4% last year, reflecting
the tight labour market.

Announcements by the Tokyo Stock Exchange are still having a positive effect on share
prices, as we have highlighted before. In January, the TSE published its first list of
companies that have issued plans to improve their valuations. Within the TOPIX Prime
market, 40% of companies have so far announced strategies and the list will be updated
monthly. Although the hurdle rate to be included is low, the TSE intends to publish
examples of good and bad plans to help improve understanding. Within our portfolio, over
half of our companies have announced plans to improve their valuation. Almost all of these
strategies include quantitative targets for ROE and shareholder returns, and often a
reduction in cross-shareholdings as well. We continue to engage with our companies on
these issues.

We were encouraged to see Canon Marketing Japan, a Canon hardware distributor and IT
solutions company held in the portfolio, raise its dividend payout ratio from 30% to 40%
after our numerous engagements with management, including voting against directors at
the last three AGMs and writing to management each time to explain our concerns. Given
that Canon Marketing currently has net cash and investments worth close to 50% of its
market cap, there is still a long way to go and we will continue to urge the company to keep
raising return on equity.

The TSE initiative continues to have other consequences. After the raft of MBOs in late
2023, two more companies have announced plans to go private. Aoki Super and Payroll are
both small companies but are being bought out at premiums of around 40%. Elsewhere, Fuiji
Soft, a software development company with a market cap of $3bn, confirmed that it had
received “multiple” offers to be bought. Fuji Soft had previously set up a privatisation panel
to consider its future as a listed company.

Despite rising share prices, our companies still have substantial net cash and investments
worth an average of 43% of market cap (ex-financials) which gives them considerable scope
to continue raising dividends and buy back shares. The TSE measures and ongoing
shareholder pressure have combined to help focus management attention on improving
returns.

Stephen Morant, lan Wright, Richard Phillips, Tom Mermagen, Andrew Millward,
Denis Clough and Nick Sinclair
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Since Inception
(1%t October 2008)

+564.9%
+206.5%

Fund size £474m
Number of holdings 60
Average PBR 0.85
Median EV/OP* (3/24e) 7.2
Weighted Average P/E (3/24e) 10.9
Net cash as % of market cap* 43%

*Net cash (including investment securities) and EV/OP
figures exclude financials

Top Ten Holdings % Fund

Mitsubishi UFJ Financial Group 3.6
Sumitomo Mitsui Financial Group 34
Honda Motor Co. Ltd 3.2
Dai-Ichi Life Holdings Inc 3.2
Sumitomo Mitsui Trust 3.1
Fuji Media Holdings 3.0
Inpex 2.8
Canon Marketing 2.7
Concordia Financial Group 2.5
MS&AD Insurance Group 2.2

Large cap (>$5bn) 34.4
Mid cap ($1-5bn) 52.4
Small cap (<$1bn) 10.6

Cash 2.6

NAYV at 315t January 2024

B Accumulation 640.55p
B Income 436.61p
Dealing

If you would like to deal in the fund, please
contact Waystone Management (UK) Limited.
Their telephone number is 0345 922 0044

Please refer to the further fund details and
important regulatory information on the
reverse of this document



Fund Information Dealing Information

Fund type UK authorised OEIC Minimum investment £5,000

Fund currency Sterling Dealing frequency Daily

Launch date October 2008 Deal cut-off point 12pm

Geographic exposure  100% Japanese equities Valuation point 12pm

AMF 1.0% Settlement T+4 (subscriptions/redemptions)
OCF 1.18% ACD Waystone Management (UK) Limited

Link Fund Administrators Limited
Central Square

29 Wellington Square

Leeds, LS1 4DL

Tel: 0345 922 0044

Fax: 0113 224 6001

Share Identifiers Bloomberg code SEDOL ISIN

Share types Accumulation and Income Fund administrator

B Accumulation CFMWNBA LN B42MKS9 GB0O0OB42MKS95
B Income CFMWNYB LN B2R83B2 GBOOB2R83B20
Since inception
2023 2022 2021 2020 2019 (15t October 2008)
B Accumulation Shares +18.9% +8.8% +11.6% -5.9% +11.9% +564.9%
TOPIX Net Total Return +12.3% -5.0% +1.9% +9.1% +15.2% +206.5%

TOPIX Net Total Return is used for the purpose of performance comparison only as it is a widely used benchmark which includes reinvestment of
dividends (net of withholding tax) and which most closely reflects the type of companies in which the fund invests. All performance information is
calculated by Morant Wright Management Limited using share price data provided by Waystone Management (UK) Limited. Index data are taken from
Bloomberg. Performance is given in sterling terms based on the Fund NAV. Data are as at 315t January 2024 and accurate as at that date.

Dividends

Ex-Dividend 310ct | 30Apr | 310ct | 30Apr | 310ct | 30Apr | 310ct | 30Apr | 310ct | 30Apr | 31O0ct
Date 2018 2019 2019 2020 2020 2021 2021 2022 2022 2023 2023

Dividend per ‘B’

4.2703 5.7753 5.1285 6.2359 41192 5.8480 5.0278  6.8290 5.631 7.0071 5.7134
Income Share

This document is issued and approved by Morant Wright Management Limited which is authorised and regulated by the Financial Conduct Authority.

Disclaimer

Please remember that past performance is not a guide to future performance. The value of the Fund and any income from it can fall as well as rise as a
result of both market and currency fluctuations and investors may not get back the amount originally invested. Investors must be willing to accept
some risk to their capital. Consequently, the fund may be suitable for investors who are looking to set aside their capital for the longer term (i.e. at
least 5 years).

Before making an investment in the Fund you must read the KIID which can be obtained from Waystone Management (UK) Limited

(https://www.fundsolutions.net/uk/morant-wright-management-limited/ws-morant-wright-nippon-yield-fund/ws-morant-wright-nippon-yield-
fund/) or ourselves, along with the Fund Prospectus and the latest report and accounts.

Copyright 2024. All rights reserved.
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