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The Tokyo Stock Exchange publishes the trading trends of nonresidential investors in cash

equities by region—'North America,' 'Europe,' 'Asia,' and 'Other'—around the 20th of every month.

According to the data for January, Investors from 'North America,' 'Europe,' and 'Asia’ regions were

net buyers, while net selling was observed in 'Other' regions. Notably, the net buying from 'Europe’

reached 1,858.1 billion yen, the largest net buyers by region.
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Figure 1 Trading trends by foreign investors (by region)
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North . the Nikkei 225
Total . Europe Asia Other
America (yen)
202311 514.5 104.8 452.9 -53.0 9.9 33,486.89
202312 -538.5 63.9 -686.1 96.6 -12.9 33,464.17
202401 2,135.2 128.0 1,858.1 170.3 -21.2 36,286.71

Note: Regional trading trends of cash equities
Source: NLI Research Institute, based on TSE
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Figure 2 shows the cumulative regional trading trends by foreign investors over the past three
years, and the influence of ‘Europe’ stands out in particular. In the three months from April to June
2023, 'Europe' purchased a net total of 4,678.9 billion in cash equities, during which the Nikkei
Stock Average rose by approximately 5,000 yen. While there were periods of net selling in the latter
half of 2023, the trend of net purchases continued into January 2024.

This trading data is calculated based on information from 51 securities companies with a capital
of more than 3 billion yen, which engage in stock trading on the Tokyo and Nagoya stock exchanges.
Since investment funds come through various channels, it is difficult to pinpoint the exact source
of the funds. However, the net buying observed since April 2023 can be attributed to several factors:
expectations for corporate reforms in response to requests from the Tokyo Stock Exchange, a
bullish stance on Japanese stocks by prominent U.S. investors, and a sense of security from the
accommodative financial environment. It is conceivable that these inflows into Japan consist of
long-term investments from European investors, Middle Eastern oil money via Europe, and capital

diverted from the uncertainties in China.

Figure 2 ‘Europe’ prominently buying Japanese stocks
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Note: Regional trading trends of cash equities
Source: NLI Research Institute, based on TSE

So, since when has the presence of foreign investors become notably prominent in the Japanese
stock market? Firstly, an examination of the trend in the share of trading volume by foreign
investors in the Japanese stock market is conducted. An annual review of the total trading value

of cash equities by foreign investors, starting from 1999 (as depicted in Figure 3), reveals a
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significant increase in trading volume, particularly after 2013. This uptick is associated with the
economic strategies under “Abenomics”, launched during the second Abe administration which
began in December 2012. The anticipated transformation of Japanese companies due to Abenomics,
coupled with the Bank of Japan's extensive monetary easing, likely spurred stock acquisitions by
foreign investors. Consequently, the market share held by foreign investors jumped from around
30% in the 2000s to around 60% in the latter half of the 2010s, marking a substantial rise in their

influence within the Japanese stock market.

Figure 3 The Increase in trading volume by foreign investors triggered by Abenomics
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Note: The total trading value of cash equities by foreign investors and its % of the total trading
value in the Tokyo and Nagoya stock markets. Annually. For 2024, only January is included.
Source: NLI Research Institute, based on TSE

Figure 4 summarizes the regional share of trading value among foreign investors since 1999. As
of the year 2000, ‘North America’ accounted for 39%, ‘Europe’ for 38%, and ‘Asia’ for 19%, with the
shares of ‘North America’ and ‘Europe’ being closely contested. However, entering the latter half of
the 2000s, the share of ‘North America’ declined to the 20% range, while Europe's share rose to
between 40% and 60%. Even after the introduction of Abenomics in 2013, North America's share
continued to decline. On the other hand, Europe's share has been steadily increasing, and by 2023,
‘North America’ was at 7% and ‘Europe’ at 76%, with Europe's trading value representing nearly
80% of the total among foreign investors. Asia's share has been stable in the 10% range, reaching

16% in 2023, making it the second largest trading share after Europe.
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Figure 4 Trends in regional trading share
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Note: The proportion of each region in the total trading value of cash equities by foreign
investors in the Tokyo and Nagoya stock markets. Annually.
Source: NLI Research Institute, based on TSE

Please note: The data contained in this report has been obtained and processed from various sources, and its accuracy or
safety cannot be guaranteed. The purpose of this publication is to provide information, and the opinions and
forecasts contained herein do not solicit the conclusion or termination of any contract.
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