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Japan in unique
position to attract
investment

SUMI TRUST AM

Yoshio Hishida, CEO of Sumitomo Mitsui Trust Asset
Management, one of Japan’s largest investment managers, talks
to Christopher Walker about his company’s focus on retail and
attracting international capital

oshio Hishida’s 16 years
as portfolio manager in
global equities, coupled
with his role as head of
quantitative research,
has stood him in good
stead since taking over as chief
executive officer in 2018. He says
he never imagined himself as CEO,
but feels his experience has given
him the ability to “understand the
business from the bottom up”.

Now overseeing $607bn
(€557bn) in assets under manage-
ment, Hishida started his career at
the Sumitomo Trust & Banking
Corporation in 1986, rising up the
ranks until being named president
and CEO of SuMi Trust AM five
years ago.

Hishida also has a good overview
of the Japanese investment
industry. He is vice-chair of the
country’s Securities Analysts
Association and director of the
Investment Trusts Association.
SuMi Trust was one of the original
51 signatories of the United
Nations-supported Principles for
Responsible Investment (PRI) and
Hishida is also chair of a working
group of the 30% Club, which
promotes the need for gender
diversity at board and executive
committee level. He is keen to
champion the cause of women in

the workforce and says: “Diversity
should be the core of business
strategy; the promotion of women
should be a fundamental reform,
not a numerical adjustment.”

Hishida’s three priorities in the
coming years include the expansion
of the firm’s investment capabilities
in Japan, diversifying away from
traditional asset classes into
alternatives; to grow its retail
investor base; and to attract
international capital.

Attracting international capital
We meet with Hishida on a global
world tour as he targets foreign
capital.

“I believe Japan is particularly
attractive at the moment, given the
strong fundamentals of the Japa-
nese economy and our relatively
stable political situation. Add in the
low inflation rate, and Japan’s
uniqueness stands out amongst
leading developed markets.”

He also points to the absence of
significant commercial real estate
debt and the associated banking
crisis under way in the US, as well
as to a particular reform angle - the
efficiency drive Japanese companies
are currently undertaking.

“We are likely to see a lot of
changes in the corporate world in
the next few years and this will

offer investors significant opportu-
nities,” Hishida says. “There are
some 3,916 listed companies in
Japan. Most are small and medium-
size businesses that have tradition-
ally been ignored by overseas
investors, despite the fact that
there are very good investment
opportunities in them.”

This could also mean opportuni-
ties in corporate bonds. “It has
been very difficult over the last six
years for investors to make money
in the fixed-income markets, but we
have succeeded in keeping our own
fixed-income investment team
together during this time. Now
that the environment is changing,

I believe they will have an opportu-
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nity to show their expertise in
the future.”

Any new policy at the Bank of
Japan (BoJ) is key. “It is very
difficult to be sure what the BoJ
will do. Originally, I thought they
would move quickly but this hasn’t
happened. I remain convinced that
they will eventually change the
model by which they have been
managing the economy. But they
will do this only very gradually as
they seek to abandon yield-curve
control and the previous negative
interest rate policy.”

Hishida expects the yen will
move in a range of 132 to 140
against the dollar until then. He is
also hopeful that Japanese money
will be repatriated to the country.
“We have started to see this happen
already as investors are returning
to Japanese equities because they
represent a strong investment
opportunity.”

Moving into alternative assets
Hishida admits “our strength has
always been in the traditional asset
classes of equities and fixed income,
but I believe that now is the time
for us to expand into alternative
assets. We are part of the wider
SuMi Trust Group and, as such,
have access to the capabilities of
affiliated companies.”



Sumitomo Mitsui Trust Bank has
a team that handles private equity,
and Sumitomo Mitsui Trust Real
Estate Investment Management
manages real estate investments.
“So we already have a certain
capability to deal with alternatives.
We are starting to develop products
for the private equity markets.
People treat them as if they are
very different, requiring very
different skills and that is of course
true to some extent. But I think
we’re seeing a lot of traditional
asset managers such as ourselves
that are able to build on their
expertise in traditional markets and
to enter the private equity sphere.”

In seeking to build these
capabilities Hishida intends to
consider acquisitions, and joint
ventures, as well as attracting talent
through recruitment. He empha-
sises the infrastructure SuMi
TRUST has created which allows
fund managers to demonstrate their
capabilities. “And our significant
assets allow us to seed new prod-
ucts and to give a fund manager
strong support. We have high-
quality career development
programmes within the company
and have actively sought to create a
supportive culture across the
business. I would describe our
environment as a ‘kindly one’.”

One aspect of this is SuMi
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Trust’s attitude to hybrid working.
“We adopted this during the
pandemic but after consulting with
the staff, it was clear that they
wished us to keep this model. We
have responded to their prefer-
ences. We do not dictate to our staff
or force them to do anything.
Rather we listen to them and
respond accordingly.”

Retail investors

Currently, 80% of SuMi Trust’s
assets under management come
from institutional investors, mainly
in Japan. This has been the core
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of the business since the 1960s
when Japanese corporate pension
funds took off. But now, encourag-
ing retail investment is very much
top of the agenda for the Japanese
government. From next April a

new investment account is being
introduced that is similar to the UK’s
individual savings account (ISA).

In his position at the Investment
Trusts Association, Hishida is
seeking to take a leading role in
driving this renaissance. “I believe
the change next April will be the
catalyst for significant growth in
the retail investment market in
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Japan. During the period of low
inflation most individuals tended to
think very little about investment,
but we will see this change.”

He is optimistic about the future.
“I think this will be particularly
true amongst the younger genera-
tion and that this will be a major
opportunity for the asset manage-
ment industry.”
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Disclaimer — UK

This marketing communication is issued by Sumitomo Mitsui Trust International
Limited (“SMTI"). SMTI is authorised and regulated by the United Kingdom'’s
Financial Conduct Authority (the "FCA"), whose address is 12 Endeavour Square,
London, E20 1JN, United Kingdom.

This marketing communication has been made available to you only because
SMTI has classified you as a professional client in accordance with the FCA's rules.
If you have received this marketing communication from a source other than
SMTI, you should contact SMTI before using it or relying on it. You must not send
this marketing communication to any other person without first having received
written approval from SMTI.

The information contained in this marketing communication (the “Material”) is
being made available for information purposes only and is designed to provide
information on the investment services which SMTI may offer to clients.

Nothing in the Material amounts to or should be construed as an actual offer by
SMTI to provide any investment services to any person. If SMTI agrees to provide
any investment services to any person, those services will be the subject of a
separate written agreement between SMTI and that person. Furthermore,

the Material has not been prepared with any consideration of the individual
circumstances of any person to whom it is communicated.

Accordingly, it is not intended to, and does not, constitute a personnel
recommendation in relation to the purchase or sale of, or exercise of any rights
in relation to, any financial instruments or advice in relation to any investment
policy or strategy to be followed. The Material also does not contain the results
of any investment research carried out by SMTI and is not intended to amount to
a financial promotion of any particular financial instrument which may be referred
toinit.

While SMTI uses all reasonable endeavours to ensure the Material is accurate, it
has not been prepared with a view to any person relying on it. Accordingly, SMTI
accepts no responsibility for any loss caused to any recipient of this document as
a result of any error, inaccuracy or incompleteness in the Material, nor for any
error in the transmission or receipt of this communication.

Any enquiries regarding the products should be made to:

Kei Ohashi

Head of Investment Management Department

Sumitomo Mitsui Trust International Limited

155 Bishopsgate, London EC2M 3XU, United Kingdom

Direct: +44 (0)20 7562 8412

Email: imd@smtil.com

Sumitomo Mitsui Trust International Limited is authorised and regulated by the
Financial Conduct Authority
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