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Is money enough to support Tokyo?

The Ti

stockmarket looks a dangerous place in which to invest: it is
and worries

okyo
hitting record highs while pany profits p

-y

Tokyo is the star performer among the
world's three biggest stockmarkets so far
this year, with its Nikkei index rising by
29% in yen terms and 52% in dollars
between January 6th and June 4th. That
compares with a rise of only 20% in New
York's Dow Jones industrial average and
22% in London's FT industrial ordinary
share index in dollars in the same period
After a tumble in April. the Tokyo
market set new highs in seven of the
eight trading days to June 4th. This
recovery may be stort-lived.

Four themes have driven Japanese
shares this year: the rising yen: falling
interest rates; cheap oil: and government
plans to shift the economy’s emphasis
a\wv llum cxpurls dnd luvu.lrds gmwlh

grow. Tho only real argument for a further rise in share prices is that
s have here else to put their piles of cash

The question is whether there is any
life left in these themes. The answer is
gloomy. Three of the four have gone into
reverse. Interest rates in Japan, as in
America, have stopped falling and long-
term rates show signs of rising. The yen
slipped back this week from its peak of
Y160 to the dollar to Y175 on June 2nd
and Y171 on June 4th. Oil prices have
ended their plunge

The fourth—stimulation of domestic
demand—Ilacks conviction. Much of the

Tokyo stockmarket

Nikkei index: AW/
May 16 1949100 lnlhm;/ \/
/
A /

are considered worryingly high in New
York or London. Japanese P/Es are al-
ways higher, partly because of differ-
ences in accounting practices. But wEs
above 40 are high even for Tokyo, sug-
gesting that the four bullish themes have
been carried as far as they can go.

This leaves the general ideas. The
weight of money still stands. So does the
eventual recovery of the economy. but
with more doubts than before if oil prices
stick at $15-18 per barrel, rather than
falling further as once seemed probable,
and if interest rates do not collapse as
also seemed likely. The consensus ol
private economists is that growth in real
GNP will be about 2% this year, com-
pared with 4.6% in 1985 and government
forecasts of 4% for 1986,

All this suggests that Tokyo will at
least take a breather. Bulls have three
responses. One is that the prime minis-
ter, Mr Yasuhiro Nakasone, has prom-

wed th hanet nnhlic anendine b V3

kA
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