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The Neptune Japan Equity Fund’s unhedged sterling share class returned 0.21% in the 
third quarter, against the TOPIX Index’s gain of 4.51%.

Q3 2018 return (%) 1 Year return (%)

C Acc GBP (£) 0.21 4.87

C Acc GBP Hdg (£) 2.24 3.24

C Acc USD Hdg ($) 2.48 5.00

C Acc EUR Hdg (€) 1.96 2.34

Topix Index (¥) 5.86 10.84

Market overview
The Fund’s underperformance came principally from the Fund’s equity holdings, which 
rose by 0.2% largely due to not being invested in the healthcare, telecoms and energy 
sectors which performed better than the overall market. By contrast, the Fund was 
overweight in the industrials, materials and IT sectors which did relatively badly.

The TOPIX traded between 1,680 and 1,780 before finally rallying through to 1,800 
and closing at its high for the month of 1,840. This trading pattern merely reflected the 
negative sentiment engendered by ongoing trade and tariff fears combined with firming 
oil prices, implying that corporate profits would grow less than initially expected. That 
said, this quarter saw the comprehensive outperformance by the larger stocks for the 
first time this year, despite the global headwinds. Domestic consumer-oriented sectors 
fared best, but the ongoing rebound in capital equipment investment appears to be 
largely ignored by market participants. Meanwhile, it appears the small stock rally over 
the last few years is coming to an end. Their valuation levels are now exceeding those of 
the other capitalisation bands whilst their prospects are similar.

In the short term, we expect the market to remain volatile in the face of the impending 
US mid-term elections on 6 November. Unless the Democrats gain both the House of 
Representatives and the Senate, we fully expect the market to recover. We believe 
global growth fears will abate, Japanese third quarter earnings results will remain 
strong, the oil price will weaken and that market ratings will have dropped sharply from 
their mid-January peak.

Furthermore, over the coming months and years, we still expect the yen to gradually 
weaken as interest rates elsewhere begin to be consistently raised, whilst those in 
Japan remain at current levels. Likewise, economic growth rates will show similar 
patterns as Japan drifts, based on the lack of sustained wage growth and the country’s 
negative demographics. Moreover, the October 2% rise in the VAT rate to 10% will 
reinforce these negative trends.

Outlook
The Neptune Japan Equity Fund will remain overweight in large, well-financed, industry-
dominant Japanese multi-nationals that are set to benefit most from the currency’s 
likely weakening.

Quarterly review as at 30/09/18

Past performance is not a guide to future performance.
Performance data supplied by Morningstar based on C Accumulation share class performance, in base currency with net income reinvested and no initial charges. The performance of 
other share classes may differ. Neptune’s funds are not tied to replicating a benchmark and holdings can therefore vary from those in the index quoted. For this reason, the comparison 
index should be used for reference only. The value of an investment and any income from it can fall as well as rise as a result of market and currency fluctuations and you may not get back 
the original amount invested.
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Important information
This document is issued by Neptune Investment Management Limited, 
3 Shortlands, London, W6 8DA. Neptune Investment Management is 
incorporated in England and Wales with company number 4341768 and 
is authorised and regulated in the UK as at 19 April 2005 by the Financial 
Conduct Authority (FCA) 25 The North Colonnade, Canary Wharf, London,E14 
5HS. FCA number 416015.
Neptune European Opportunities Fund, Neptune India Fund, Neptune Japan 
Equity
 Fund and Neptune Russia & Greater Russia Fund (‘the funds’) are open-
ended investment company sub-funds established in the United Kingdom.
Neptune has obtained a “servicing” passport into Sweden, Denmark, Finland 
and Norway permitting cross-border activities without establishing a presence 
in these jurisdictions.

Investment Risks

The value of the money invested in funds can increase or decrease and 
there is no guarantee that all of your, or your clients’, invested capital can 
be redeemed. You, or your client, should plan to keep your investment in the 
funds for at least five years.

A risk of concentration may arise when the funds are predominantly invested 
in a single country or geographic area.

The funds may invest in derivatives for the purposes of Efficient Portfolio 
Management. Such investment is not intended to increase the risk profile of 
the funds. Derivative may be used to hedge against various risks as permitted 
by the regulations. The use of derivatives for hedging in a rising market may 
restrict potential gains.

The funds may invest in economies and markets which may be less developed 
compared to more established economies. The value of investments may 
be subject to greater volatility due to increased uncertainty as to how these 
markets operate. There are risks to the funds from political, economic and 
market factors in smaller and emerging markets which are of particular 
significance.

These and other risks are described in the Prospectus which should be read 
carefully prior to investing.

Performance
The funds may have high historic volatility ratings and past performance is no 
guarantee for future performance. The performance data is calculated net of 
fees and does not take into account the commission and costs incurred on the 
issue and redemption of the shares.

Intended Audience

This document is intended for distribution to Professional and Institutional 
Investors only.

This document is not destined for non-professional clients who do not 
have the experience, knowledge or competence needed to take their own 
investment decisions and correctly evaluate the risks involved. Neptune 
Investment Management Limited has produced this document for private 
circulation to Professional and Institutional Investors only and this document 
is not for onward distribution or dissemination.

The funds are only available for investment by non-US citizens who are 
not resident in the US. They are not offered for sale or sold in the US, its 
territories or possessions.

This document is only intended for persons resident in jurisdictions where 
such distribution or availability would not be contrary to local laws or 
regulations. The provision of investment services may be restricted in certain 
jurisdictions. You are required to acquaint yourself with any local laws and 
restrictions on the availability of any services described.

The funds are not registered for sale to the public in all jurisdictions.

Prospectus and Fund Documentation
This document is not offering securities and is not a Prospectus.
A copy of the funds’ Prospectus and Key Investor Information Documents 
(KIID) are available from the Danish and Swedish paying agents within these 
jurisdictions or on the Neptune website, www.neptunefunds.com.
The offer is made solely by means and on the basis of the published KIIDs and 
Prospectus, including any supplements, which will also contain investment 
restrictions. All investors must acknowledge that they have read the KIID for 
the fund and relevant share class in which they want to invest prior to making 
an investment.

Miscellaneous
The views expressed in this document are Neptune’s and we do not 
undertake to advise you as to any change of our views.
Please remember that any forecast, projection or target is indicative only, is 
not guaranteed and is not a reliable indicator of future performance.
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