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Past Performance 

Past performance is not a guide to future returns. Changes in 

investment strategies, contributions or withdrawals may 

materially alter the performance and results of the portfolio. 

Material market or economic conditions will have an impact on 

investment results. The returns presented in this document are 

gross of fees unless otherwise stated and reflect the 

reinvestment of dividends and interest. 

Historical performance results for investment indexes and/or 

categories, generally do not reflect the deduction of transaction 

costs and/or custodial charges or the deduction of an 

investment management fee, the incurrence of which would 

have the effect of decreasing historical performance results. 

It should not be assumed that recommendations/ transactions 

made in the future will be profitable or will equal performance 

of the securities mentioned. 

Potential for Profit and Loss 

All investment strategies have the potential for profit and loss.  

Stock Examples 

Any stock examples, or images, used in this document are not 

intended to represent recommendations to buy or sell, neither 

is it implied that they will prove profitable in the future. It is not 

known whether they will feature in any future portfolio 

produced by us. Any individual examples will represent only a 

small part of the overall portfolio and are inserted purely to help 

illustrate our investment style. A full list of portfolio holdings is 

available on request. 

The commentary relates to the above mentioned strategy and 

not all stocks mentioned may be held in the portfolio. 

 

Financial Intermediaries 

This document is suitable for use of financial intermediaries. 

Financial intermediaries are solely responsible for any further 

distribution and Baillie Gifford takes no responsibility for the 

reliance on this document by any other person who did not 

receive this document directly from Baillie Gifford. 
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Product Overview 

Japanese Income growth is a regional equity strategy which aims to invest in attractive growth investments whilst generating an 
above market yield. We believe the Japanese equity market offers active managers a broad selection of high quality companies 
capable of delivering attractive and sustainable earnings growth for shareholders. At the same time, improving attitudes towards 
corporate governance and strong corporate balance sheets should support dividend growth.  
 
 

Risk Analysis 

Key Statistics  

Number of Holdings 61 

Typical Number of Holdings 45-65 

Active Share 84%* 

Annual Turnover 4% 

 

*Relative to TOPIX. Source: Baillie Gifford & Co, Japan Exchange Group. 
 
 

Taking stock: cyclical boosts are giving way to 
structural undercurrents. 

Digitalisation, Asian consumption, and gaming/IP 
are reshaping the investment landscape. 

In `The Long Game: Engagement and Activism in 
Japan', we reframe corporate reform as a catalyst 
for sustained growth. 
 

 

 

Baillie Gifford Key Facts 

Assets under management and advice US$286.9bn 

Number of clients 552 

Number of employees 1655 

Number of investment professionals 365 
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1.5%+ gross of fees p.a over 5 years vs index.  

The performance objective is aspirational and is not guaranteed. We don’t use it to compile the portfolio and returns will vary. A single 

performance objective may not be appropriate across all vehicles and jurisdictions. We may not meet our investment objectives if, for example, 

our growth investment style is out of favour, or we misjudge the long-term earnings growth of our holdings. 

Periodic Performance 
 

GBP Composite Gross (%) Composite Net (%) Benchmark (%) Difference Net (%) Difference Gross (%) 

3 Months 8.9 8.8 10.5 -1.8 -1.6 

1 Year 10.2 9.7 16.8 -7.2 -6.6 

3 Year 7.7 7.1 14.2 -7.1 -6.5 

5 Year 4.0 3.4 8.3 -4.9 -4.3 

Since Inception 7.1 6.5 8.0 -1.5 -0.8 
 

USD Composite Gross (%) Composite Net (%) Benchmark (%) Difference Net (%) Difference Gross (%) 

3 Months 7.0 6.8 8.6 -1.8 -1.6 

1 Year 8.1 7.6 14.6 -7.0 -6.5 

3 Year 13.8 13.1 20.6 -7.5 -6.8 

5 Year 4.4 3.8 8.7 -4.9 -4.3 

Since Inception 7.0 6.4 7.9 -1.5 -0.8 
 

EUR Composite Gross (%) Composite Net (%) Benchmark (%) Difference Net (%) Difference Gross (%) 

3 Months 6.9 6.7 8.5 -1.8 -1.6 

1 Year 2.6 2.1 8.8 -6.7 -6.2 

3 Year 7.1 6.4 13.5 -7.0 -6.4 

5 Year 4.3 3.7 8.6 -4.9 -4.3 

Since Inception 6.4 5.8 7.3 -1.5 -0.8 

 

CAD Composite Gross (%) Composite Net (%) Benchmark (%) Difference Net(%) Difference Gross (%) 

3 Months 9.1 9.0 10.7 -1.8 -1.6 

1 Year 12.5 11.9 19.2 -7.3 -6.7 

3 Year 14.6 14.0 21.5 -7.5 -6.9 

5 Year 5.4 4.8 9.8 -5.0 -4.3 

Since Inception 7.9 7.2 8.7 -1.5 -0.9 
 

 

AUD Composite Gross (%) Composite Net (%) Benchmark (%) Difference Net (%) Difference Gross (%) 

3 Months 5.8 5.7 7.4 -1.7 -1.6 

1 Year 13.5 12.9 20.3 -7.4 -6.8 

3 Year 12.7 12.1 19.5 -7.4 -6.8 

5 Year 6.1 5.5 10.4 -5.0 -4.4 

Since Inception 8.6 8.0 9.5 -1.5 -0.9 

 

Annualised periods ended 30 September 2025. 3 Month & 1 Year figures are not annualised.  
Inception date: 31 July 2016 
Figures may not sum due to rounding. 
Benchmark is TOPIX. 
Source: FE, Revolution, Japan Exchange Group. 

The Japan Income Growth composite is more concentrated than the TOPIX.  

Performance Objective  
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Discrete Performance 
 

GBP 30/09/20-

30/09/21 

30/09/21-

30/09/22 

30/09/22-

30/09/23 

30/09/23-

30/09/24 

30/09/24-

30/09/25 

Composite Net (%) 11.8 -14.0 1.2 10.6 9.7 

Benchmark (%) 15.6 -13.5 15.1 10.7 16.8 

 

USD 30/09/20-

30/09/21 

30/09/21-

30/09/22 

30/09/22-

30/09/23 

30/09/23-

30/09/24 

30/09/24-

30/09/25 

Composite Net (%) 16.6 -28.8 10.7 21.6 7.6 

Benchmark (%) 20.6 -28.4 25.9 21.6 14.6 

 

EUR 30/09/20-

30/09/21 

30/09/21-

30/09/22 

30/09/22-

30/09/23 

30/09/23-

30/09/24 

30/09/24-

30/09/25 

Composite Net (%) 18.0 -15.7 2.4 15.4 2.1 

Benchmark (%) 22.0 -15.3 16.5 15.4 8.8 

 

CAD 30/09/20-

30/09/21 

30/09/21-

30/09/22 

30/09/22-

30/09/23 

30/09/23-

30/09/24 

30/09/24-

30/09/25 

Composite Net (%) 10.6 -22.7 8.9 21.5 11.9 

Benchmark (%) 14.4 -22.4 23.9 21.5 19.2 

 

AUD 30/09/20-

30/09/21 

30/09/21-

30/09/22 

30/09/22-

30/09/23 

30/09/23-

30/09/24 

30/09/24-

30/09/25 

Composite Net (%) 15.7 -20.0 10.3 13.1 12.9 

Benchmark (%) 19.7 -19.6 25.4 13.1 20.3 

 

 

Benchmark is TOPIX. 
Source: FE, Revolution, Japan Exchange Group.  

The Japan Income Growth composite is more concentrated than the TOPIX. 
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Stock Level Attribution 

Top and Bottom Ten Contributors to Relative Performance 

Quarter to 30 September 2025 

Stock Name Contribution (%) 

SoftBank Group 1.9 

SBI Holdings 0.8 

Hitachi 0.4 

Sumitomo Metal Mining Co Ltd 0.3 

Recruit Holdings 0.3 

Murata 0.2 

Keyence 0.2 

Tokyo Electron 0.2 

Wacom Co Ltd 0.2 

Nippon Electric Glass 0.2 
 

MonotaRO Co -0.6 

DMG Mori -0.5 

Sysmex Corp -0.5 

GMO Internet -0.4 

Infomart Corp -0.4 

Mitsubishi UFJ Fin Grp -0.3 

Unicharm -0.3 

Nippon Paint -0.3 

Mixi Inc -0.3 

Nintendo -0.3 
 

 

 

 One Year to 30 September 2025 

Stock Name Contribution (%) 

SBI Holdings 2.3 

SoftBank Group 2.3 

GMO Internet 0.8 

Keyence 0.6 

Nintendo 0.5 

Daiichi Sankyo Company 0.5 

Recruit Holdings 0.5 

CyberAgent Inc 0.5 

Shin-Etsu Chemical 0.5 

M3 0.4 
 

Unicharm -1.3 

Mitsubishi UFJ Fin Grp -1.0 

Calbee Inc -0.9 

Sysmex Corp -0.8 

Sony -0.8 

Shiseido -0.7 

Olympus -0.7 

Seria Co Ltd -0.6 

Pola Orbis Holdings Inc -0.6 

Mitsubishi Heavy Industries -0.5 
  

Source: Revolution, Japan Exchange Group. Japan Income Growth composite relative to TOPIX.  

The holdings identified do not represent all of the securities purchased, sold or held during the measurement period. Past performance does not 

guarantee future returns. A full list showing all holdings’ contributions to the portfolio’s performance and a description on how the attribution is 

calculated is available on request. Some stocks may not have been held for the whole period. All attribution figures are calculated gross of fees, 

relative to the index from stock level up, based on closing prices. As attribution is shown relative to the benchmark, not all stocks shown are held 

in the portfolio.
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Top Ten Holdings   

Stock Name Description of Business % of Portfolio 

SoftBank Group Telecom operator and technology investor 7.1 

SBI Holdings Online financial services 5.7 

GMO Internet Internet conglomerate 4.0 

Sumitomo Mitsui Trust Japanese trust bank and investment manager 4.0 

Tokio Marine Holdings Inc Offers property and life insurance 3.5 

MS&AD Insurance Japanese insurer 3.0 

Nintendo Gaming consoles & software 2.9 

Bridgestone Tyre manufacturer 2.5 

Wacom Electronic pen tablet manufacturer 2.4 

PARK24 Parking, car hire and sharing 2.3 

Total  37.4 

 
 

Sector Weights 
 

  

 

  % 

1 Manufacturing 42.0 

2 Transport And Communications 18.0 

3 Finance & Insurance 17.3 

4 Services 8.4 

5 Commerce 8.0 

6 Real Estate 5.3 

7 Construction 0.8 

8 Cash 0.2 

Figures may not sum due to rounding. 

1

2

3

4

5

6
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Voting Activity 

Votes Cast in Favour  

Companies 2 

Resolutions 19 
 

 Votes Cast Against  

Companies None 

Resolutions None 
 

 Votes Abstained/Withheld  

Companies None 

Resolutions None 
 

 
 
 
 
 
 
 
 
Company Engagement 

Engagement Type  Company 

Governance  Fanuc Corporation, Kao Corporation, 
Nakanishi Inc., Nidec Corporation, SBI 
Holdings, Inc., Sawai Pharmaceutical 
Co., Ltd., Seria Co., Ltd., Tokyo Metro 
Co., Ltd. 

Strategy  Kao Corporation, Seria Co., Ltd. 
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Company  Engagement Report 

Kao Corporation  Objective: We met with Eriko Sakurai, independent outside director at Kao, as part of the 
company's outreach to investors. Our aim was to explain our voting approach, understand 
board dynamics following a contentious annual general meeting (AGM), and encourage 
greater ambition in Kao's strategic and financial targets. 
 
Discussion: We were pleased to hear that the board had received our letter sent after the 
AGM and appreciated the explanation of our voting rationale. Sakurai-san provided a 
helpful assessment of board composition and evolution. Since joining in 2022, she has 
championed the introduction of a formal chief financial officer (CFO) role and supported 
price increases in response to rising input costs. Her global perspective, informed by 
Western corporate practices, has been influential in improving financial discipline. Recent 
board changes include the appointment of Takaaki Nishii, credited with turning around 
Ajinomoto, to bolster financial oversight, and two new directors to strengthen brand 
positioning and internationalisation. 
 
Reflecting on the AGM and the activist Oasis' proposals, Sakurai-san explained that the 
board had interviewed most of Oasis' nominees but felt some overlap in skills and 
misalignment with Kao's needs. We pressed for greater ambition in Kao's midterm plan, 
noting that current return on invested capital (ROIC) targets are lower than in the past. 
Sakurai-san agreed that stronger targets would signal confidence but linked the caution to 
Japanese corporate conservatism. While the K27 plan will not be revised, she shared that 
efficiency and ROIC considerations are embedded in operational culture. On remuneration, 
we highlighted concerns over the high fixed component, which may understate ambition. 
Structural changes are unlikely before the next plan cycle. 
 
Outcome: The meeting strengthened our relationship with Kao's board and confirmed 
alignment on the need for greater ambition in strategic and financial goals. Although near-
term change is constrained by the current midterm plan, our views were well received, 
laying the groundwork for future influence as the next plan and remuneration structures are 
developed. 

SBI Holdings, Inc.  Objective: During a meeting with SBI Holdings' chief financial officer, Yasuo Nishikawa, we 
discussed succession planning. With chief executive Yoshitaka Kitao, now 73, the 
discussion centred on how leadership transition is being managed and how future 
generations are being prepared to take on meaningful roles. 
 
Discussion: Succession is actively debated within SBI, though no single candidate has 
been positioned as the obvious successor. While senior executives who have worked 
alongside Kitao-san remain part of the conversation, greater emphasis is on developing 
younger leaders who can sustain and evolve the company's philosophy over the long term. 
The holding company structure has widened opportunities, with subsidiaries sometimes 
led by managers in their 30s. Two recent board appointments below the age of 50 also 
highlight efforts to accelerate generational renewal. We were told Kitao-san spends 
considerable time mentoring younger colleagues, often giving weight to their perspectives 
over those of senior executives. Such openness challenges the traditional hierarchical 
culture in Japan and helps embed long-term thinking into company practice. 
 
Outcome: The meeting provided some additional detail on how succession was being 
considered at SBI. SBI's willingness to empower younger managers points to a 
governance culture that values adaptability and long-term stewardship. 
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Votes Cast in Favour 

Companies  Voting Rationale 

Gree, Sho-Bond Holdings Ltd  We voted in favour of routine proposals at the aforementioned 
meeting(s). 

  
 

Votes Cast Against 
 
We did not vote against any resolutions during the period. 
 

 

Votes Abstained 
 
We did not abstain on any resolutions during the period. 
 

 

Votes Withheld 
 
We did not withhold on any resolutions during the period. 
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New Purchases 

Stock Name  Transaction Rationale 

Chugai Pharmaceutical  Chugai is a Japanese pharmaceutical company.  It has a strong track record of innovative drug 
discovery which we think is due to its unusual culture. This culture is a function of Roche's 
influence as a large shareholder and strategic partner, its founder's influence and its early 
experience in biologics.  We think its pipeline is interesting with several bispecific anti-bodies 
coming to market, exposure to obesity via orforglipron and GYM329 and towards the end of the 
2020s a number of peptide based drugs.  We have been following the company for a while and 
recent share price weakness has given us the opportunity to take a holding. 

 

 

There were no complete sales during the period. 
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Holdings Information   Please note the fund portfolio information contained within this report is confidential, proprietary information and should be 
maintained as such and not disseminated. The content is intended for information purposes only and should not be 
disclosed to other third parties or used for the purposes of market timing or seeking to gain an unfair advantage 

   

TOPIX  The TOPIX Index Value and the TOPIX Marks are subject to the proprietary rights owned by JPX Market Innovation & 
Research, Inc. or affiliates of JPX Market Innovation & Research, Inc. (hereinafter collectively referred to as "JPX") and JPX 
owns all rights and know-how relating to TOPIX such as calculation, publication and use of the TOPIX Index Value and 
relating to the TOPIX Marks. JPX shall not be liable for the miscalculation, incorrect publication, delayed or interrupted 
publication of the TOPIX Index Value. 

 


