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 Prime Minister Yoshihide Suga to resign after a steady decline in approval ratings and 
the subsequent loss of backing from leaders in his party.  

 Suga’s departure reduces the chance of an unfavourable outcome in the lower house 
election for the ruling party – there were concerns within the ruling Liberal Democratic 
Party (LDP) this could occur without a change in Prime Minister. 

 Key contenders for his successor include: the increasingly popular vaccine minister Taro 
Kono; former minister of foreign affairs Fumio Kishida; former internal affairs and 
communications minister Sanae Takaichi; and former defence minister Shigeru Ishiba. 
Given the weakened opposition, we still expect the LDP to retain power after the general 
election. 

 
What happened?  
After months of declining approval ratings, Prime Minister Suga announced that he will not run 
for election as the ruling LDP leader and will thus resign as PM. In addition to mounting public 
criticism over his response to the Covid-19 pandemic and pressing ahead with the Tokyo 
Olympic Games despite the objections of health experts, a slew of defeats in the regional 
elections have underscored the public's discontent with the government. 

Given the slumping approval rating of Suga’s cabinet, there were concerns within the party that it 
would lose the lower house election without a change in Prime Minister. The news of his 
resignation extended a rally in Japanese stocks that took the Topix index to a 30-year high. 
  



Who’s next? 
There are currently three openly declared candidates: Fumio Kishida, the former foreign minister 
who finished second to Suga in last year’s leadership ballot; Sanae Takaichi, the former internal 
affairs and communications minister; and current vaccine minister Taro Kono. The ex-defence 
minister Shigeru Ishiba indicated he is weighing a bid. 

 
Figure 1: The political and financial stance of successive administrations 

 
 
Source: Media reports, Ministry of Finance, SMBC Nikko. Political stance takes into consideration each person’s position on constitutional 
amendment. Fiscal policy stance is expressed in the deviation range of -50 to +50 from the historical average ratio of fiscal spending/GDP. 

 

From a market perspective, many investors and business leaders view Kono as a more 
favourable candidate given his reformist views. He is a fluent English speaker with strong public 
appeal who broadly favours more fiscal spending. Political analysts expect his bid to be 
supported by Suga. Kono is currently the minister for administrative and regulatory reform and 
played a key role in national pension system changes. He has also advocated cuts in health and 
security spending which has surged as the population ages, while also proposing to accept more 
foreign workers to address the labour shortage issue. In the past, he insisted the Bank of Japan 
(BoJ) should communicate more clearly on an exit strategy from its ultra-loose policy. 

Fumio Kishida is a former banker and lost to Suga in last year’s leadership election. Kishida has 
pledged to maintain expansionary fiscal and monetary policies, although he has previously 
voiced doubts over the BoJ’s excessively accommodative monetary policy. We can expect the 
market to favour his stance on economic policy, whereby he called for greater support of 
companies in technology and innovation as he looks to create a “digitisation society.” 
Furthermore, he has outlined plans to spend more than 30 trillion Yen in stimulus needed to 
overcome the challenge from Covid. 

Former internal affairs minister Sanae Takaichi has an economic policy very similar to that of 
“Abenomics”, which includes a combination of bold monetary easing, use of fiscal resources in 
emergencies, and spending on crisis management and growth. She said in an interview that 
Japan should freeze the goal of achieving a balanced budget until inflation hits BoJ’s 2% target 
and should not hesitate to issue government bonds as needed for crisis management. If she 
became the new PM, the size of the fiscal stimulus would be larger than other contenders. 
  



Shigeru Ishiba, a former defence minister, can be considered one of the weakest outcomes for 
the market. He has supported more populist economic policies and advocated to revive 
domestic demand (particularly in the regions) in order to drive growth, rather than relying on 
foreign trade. He has also criticised the BoJ’s ultra-low interest rates and has previously 
advocated to cut consumption tax. 

 
Implications for the market 
Despite the change in PM, the outlook for Japan’s political landscape should be viewed as 
positive by investors as it is likely that a ruling coalition (LDP + Komeito Party) continues to hold 
a majority. We expect the backbone of economic, foreign and fiscal policy to remain intact, 
providing a strong tailwind for continued economic recovery. 

Historically speaking, Japan’s equity market has been sensitive to the election for the House of 
Representatives, which defines the administration’s stability going forward. In the case of the 
LDP retaining its single majority, we can expect a strong market reaction. Providing the coalition 
party doesn’t lose more than 72 seats – a scenario we now view as unlikely given the imminent 
exit of the increasingly unpopular Suga – we can expect Japanese equities to perform 
reasonably well given the global economic recovery, undemanding valuations and rising 
vaccination rates. With the market historically performing well in the last 14 general elections 
since 1979, we believe this could be a catalyst for Japan’s index to potentially catch up with the 
US and Europe given the lag over the year.  

We also remain constructive on the imminent supplemental budget announcement, expected to 
be approximately 30 trillion Yen, which should further support the economy. We can also be 
assured that regardless of the next PM, the BoJ’s monetary policy will remain accommodative in 
the near term, at least until the current governor’s tenure ends in April 2023. Meanwhile, the 
government is discussing the possibility of easing Covid restrictions in the restaurant and 
entertainment industries. As social distancing measures are relaxed further, we can expect a 
pick-up in re-opening activities to support the service economy recovery. 
  



 
 

 

Important Information: For use by Professional and/or Qualified Investors only (not to be used with or passed on to retail clients). 
This is an advertising document. This document is intended for informational purposes only and should not be considered representative 
of any particular investment. This should not be considered an offer or solicitation to buy or sell any securities or other financial instruments, 
or to provide investment advice or services. Investing involves risk including the risk of loss of principal. Your capital is at risk.  Market risk 
may affect a single issuer, sector of the economy, industry or the market as a whole. The value of investments is not guaranteed, and 
therefore an investor may not get back the amount invested. International investing involves certain risks and volatility due to potential 
political, economic or currency fluctuations and different financial and accounting standards. The securities included herein are for 
illustrative purposes only, subject to change and should not be construed as a recommendation to buy or sell. Securities discussed may or 
may not prove profitable. The views expressed are as of the date given, may change as market or other conditions change and may differ 
from views expressed by other Columbia Threadneedle Investments (Columbia Threadneedle) associates or affiliates. Actual investments 
or investment decisions made by Columbia Threadneedle and its affiliates, whether for its own account or on behalf of clients, may not 
necessarily reflect the views expressed. This information is not intended to provide investment advice and does not take into consideration 
individual investor circumstances. Investment decisions should always be made based on an investor’s specific financial needs, objectives, 
goals, time horizon and risk tolerance. Asset classes described may not be suitable for all investors. Past performance does not guarantee 
future results, and no forecast should be considered a guarantee either. Information and opinions provided by third parties have been 
obtained from sources believed to be reliable, but accuracy and completeness cannot be guaranteed. This document and its contents have 
not been reviewed by any regulatory authority. 

In Australia: Issued by Threadneedle Investments Singapore (Pte.) Limited [“TIS”], ARBN 600 027 414. TIS is exempt from the requirement 
to hold an Australian financial services licence under the Corporations Act and relies on Class Order 03/1102 in marketing and providing 
financial services to Australian wholesale clients as defined in Section 761G of the Corporations Act 2001. TIS is regulated in Singapore 
(Registration number: 201101559W) by the Monetary Authority of Singapore under the Securities and Futures Act (Chapter 289), which 
differ from Australian laws. 

In Singapore: Issued by Threadneedle Investments Singapore (Pte.) Limited, 3 Killiney Road, #07-07, Winsland House 1, Singapore 
239519, which is regulated in Singapore by the Monetary Authority of Singapore under the Securities and Futures Act (Chapter 289). 
Registration number: 201101559W. This advertisement has not been reviewed by the Monetary Authority of Singapore. 

In Hong Kong: Issued by Threadneedle Portfolio Services Hong Kong Limited 天利投資管理香港有限公司. Unit 3004, Two Exchange 
Square, 8 Connaught Place, Hong Kong, which is licensed by the Securities and Futures Commission (“SFC”) to conduct Type 1 regulated 
activities (CE:AQA779). Registered in Hong Kong under the Companies Ordinance (Chapter 622), No. 1173058. 

In the UK: Issued by Threadneedle Asset Management Limited, registered in England and Wales, No. 573204. Registered Office: Cannon 
Place, 78 Cannon Street, London EC4N 6AG. Authorised and regulated in the UK by the Financial Conduct Authority. 

In the EEA:  Issued by Threadneedle Management Luxembourg S.A. Registered with the Registre de Commerce et des Sociétés 
(Luxembourg), Registered No. B 110242 44, rue de la Vallée, L-2661 Luxembourg, Grand Duchy of Luxembourg. 

In the Middle East: This document is distributed by Columbia Threadneedle Investments (ME) Limited, which is regulated by the Dubai 
Financial Services Authority (DFSA). For Distributors: This document is intended to provide distributors with information about Group 
products and services and is not for further distribution. For Institutional Clients: The information in this document is not intended as financial 
advice and is only intended for persons with appropriate investment knowledge and who meet the regulatory criteria to be classified as a 
Professional Client or Market Counterparty and no other Person should act upon it.  

In Switzerland: Threadneedle Asset Management Limited. Registered in England and Wales, Registered No. 573204, Cannon Place, 78 
Cannon Street, London EC4N 6AG, United Kingdom. Authorised and regulated in the UK by the Financial Conduct Authority. Issued by 
Threadneedle Portfolio Services AG, Registered address: Claridenstrasse 41, 8002 Zurich, Switzerland.. Columbia Threadneedle 
Investments is the global brand name of the Columbia and Threadneedle group of companies. 

columbiathreadneedle.com                    09.21 | 3752315 


