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The Impact of US Tariff Hikes on Japanese Stocks
Uncertainty Surrounding Tariffs Continues, but 
Supply-Demand Conditions Remain Favorable

February 3, 2025

Despite Stock Price Declines Due to US Tariff Hikes, Favorable Supply-
Demand Conditions Such as Share Buybacks Provide Support

On February 3rd, the stock market (up to the morning session) saw the Nikkei 225 drop by 2.4% and the
TOPIX by 2.3% following President Trump's executive order on February 1st to impose a 25% tariff on
Canada and Mexico and an additional 10% on China. Stocks related to external demand, particularly
automobiles that import many finished products and parts from Mexico, experienced significant declines.
Although President Trump was strongly committed to raising tariffs, but the stock market's decline was also
driven by the widespread belief that such tariff increases, which would harm the domestic economy, would be
avoided. The tariff hikes are expected to be passed on to product prices, potentially leading to a future decline
in demand. Additionally, retaliatory tariffs from affected countries could further dampen demand. There is also
the possibility of a reactionary decline in demand following a rush to purchase before the tariff hikes.
Furthermore, President Trump's statement about imposing uniform tariffs on all countries suggests that
uncertainty will persist for some time.

However, Japanese companies' enthusiasm for shareholder returns is unprecedented, and favorable
supply-demand conditions are driving stock prices up. If tariff hikes lead to reduced consumption and subdued
inflation, interest rate cuts by various countries could support the economy, potentially avoiding a significant
economic downturn. Moreover, if other countries proceed with rate cuts while the Bank of Japan continues its
rate hikes, the Yen could appreciate. This would benefit domestic demand companies struggling with rising
costs and attract long-term investors focusing on the undervalued Yen assets, potentially leading to a
significant stock price increase driven by domestic demand, reminiscent of the 1980s.
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Source: Daiwa Securities Co.Ltd.; Compiled by Daiwa Asset 
Management

※Daiwa Securities forecasts for FY2024 and FY2025

(FY2010-FY2025)

Total dividends and share buybacksNikkei Stock Average and TSE Industry 
Index

Source: Bloomberg: Compiled by Daiwa Asset Management

(June 3, 2024 through February 3, 2025)

※February 3, 2025 until the morning session end of the day.

(June 2024 beginning=100)
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This Presentation was made to provide information about the investment capability of Daiwa Asset Management. It should not be
construed as an offer or a solicitation to purchase or subscribe to the funds mentioned in this material. This is a marketing
communication. Potential investors should refer to and read the prospectus of the UCITS and KIID for more detailed information prior to 
their investment decision. 

The information, statements, forecasts and projections contained in this Presentation, including any expressions of opinion, are based 
upon sources believed to be reliable, but their accuracy, correctness or completeness are not guaranteed. The performance of 
investments, if referred to herein, is based on past data and is neither necessarily an indication nor a guarantee of future performance 
of such investments. The performance data in this material does not consider any tax or fees if there were any, and will not provide a 
final return for potential investors. Daiwa Asset Management made all reasonable efforts to ensure that the information contained herein 
is current, but it is subject to change without notice. Daiwa Asset Management, or any of its respective affiliates, accepts no liability 
whatsoever for any direct or consequential loss arising from any use of this material or its content.

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 
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