Deep Research Prompt / Work Plan for “Takaichi Trade” (Multi-Quarter Horizon)
Objective

To identify which sectors, subsectors, and individual Japanese equities are most likely to
benefit (or be hurt) under a sustained shift in policy and market sentiment associated with
Sanae Takaichi’s ascent (the “Takaichi trade”), under a base case of her confirmation and
stimulus push. The output should be structured as sector > subsector buckets with ranked
lists of tickers, thesis bullets, expected catalysts, and downside risks.

You should aim for conviction long ideas, plus a sane “loser watchlist,” but you do not
need to produce trade sizing or execution strategies.

Research Structure & Outline

Below is a suggested outline / structure to guide your deep dive. Use it as a skeleton to
organize work, data gathering, modeling, and write-ups.

1. Policy / Regime Premise & Scenario Framework
a. Define core regime assumptions (base-case vs variants):

¢ Base case: Takaichi confirmed swiftly, implements a sizable fiscal stimulus (“crisis
management investment”), leans dovish on BOJ, maintains pro-growth posture.

e Variant 1: coalition fracturing or legislative gridlock, stimulus delayed.
e Variant 2: hawkish pivot (as markets pressure BOJ to tighten).
e Variant 3: snap election and policy uncertainty.
b. Translate policy levers into economic variables / pathways:
e Government capex/ subsidies by sector
¢ Taxincentives / credits for strategic industries
¢ Regulatory easing / protectionism (import substitution, security rules)
e Procurement/ military / defense spending upsides
e Currency regime impact (yen weakness / stability)
e Wage /income policy (redistribution, consumption support)

¢ Environmental/ energy / nuclear power / materials strategy



¢ National security / “economic security” (supply chains, semiconductors, defense,
tech decoupling)

o Infrastructure / regional rejuvenation / social welfare (rural, aging, local government
spending)

c. Map regime > sector exposures (“policy scissor”)
For each sector, define which policy levers benefit it, which hurt it, and to what degree.

d. Cross-link to macro & market risks:

Fiscal constraints and rising bond yields

¢ Inflation/input cost pressure
¢ Political stability (coalition risk)
e Flare-ups in geopolitical tensions (China, Taiwan, Korea)
o External demand shocks
e BOJ pushback/ capital flows / foreign sentiment
¢ Market multiple rerating vs reversion risk
e. Timing & catalyst calendar (0-18 months):
o Diet session schedule
e Confirmation vote, coalition negotiations
e Budget/supplementary budget timelines
e Cabinet announcements, regulatory proposals
e Infrastructure / stimulus pilot project tenders
e Global earnings, trade data, FX moves
¢ External shocks (global inflation, China, US rates)

This policy > exposure matrix will govern which sectors to screen harder.

2. Thematic / Sector Mapping

Below is a starter thematic map (with high conviction “benefit” or “risk” signals) based on
early reading. This will guide which sectors and subsectors to dig into. You’ll need to



validate all these with fundamental screens, valuations, and more primary source
crosschecks in Japanese.
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Technology &

Semiconductors /

Hardware

Defense /
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Security
Technology

Materials /
Specialty

Materials /
Chemicals

Subsector/
Theme

Chip foundries,
memory,
assembly

Electronic
equipment,
sensors,
components

Defense
contractors,

Likely
Direction
(*/9)

radar, unmanned *

systems, space
tech

High-end
specialty
chemicals, rare
metals,
advanced
materials

Key Levers / Risk

Factors

Export tailwinds,
government
subsidies for

strategic industries,

supply chain
onshoring,
“economic

security” incentives

Industrial
automation,

defense / dual-use,

export mix

Likely direct
procurement and
subsidy support,
strategic
rearmament,
national security
push

Input to
semiconductors,
defense, new

Remarks / Notes
to Test

Takaichi has
flagged Al,
semiconductors,
materials, defense
tech as targets of
“crisis
management
investment”
(Reuters)

Strong global
demand could
amplify

Elevated political
risk, competitor
scrutiny, offset
risks

Watch raw material
inflation, export

energy, supply chain controls

security


https://www.reuters.com/markets/asia/japan-pm-contender-takaichi-proposes-crisis-management-spending-2025-10-02/?utm_source=chatgpt.com
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Energy / Power /
Cleantech/
Nuclear

Infrastructure /
Construction /
Civil Engineering
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/ Telecom / Digital
Infrastructure

Consumer / Retail
/ Importers

Transportation /

Subsector/
Theme

Nuclear
equipment,
power grid,
hydrogen /
battery
infrastructure

Public works,
urban
redevelopment,
regional
infrastructure

5G/6G
infrastructure,
data centers,
fiber optic
systems

Branded goods
importers,
consumer goods
(especially that
rely on imports)

Fuel/imported

Airlines / Logistics cost burdens
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Direction
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9

v or
mixed

Key Levers / Risk
Factors

If policy shifts to
more “energy
security” and less
dependence on
imports, nuclear
revival

Fiscal stimulus in
infrastructure is a
classic lever

Strategic digital
infrastructure
deemed “critical
infrastructure”

Weak yen raises
input costs,
inflation squeeze

Jet fuel, shipping
costinputs, import
costinflation

Remarks / Notes
to Test

Regulatory risk,
public opposition,
long lead times

Leverage and
execution risk;
candidate for early
visible capital
spending

Capital intensity,
regulation,
competition

Some mitigation
possible through
price pass-through
—test which
companies have
hedges, scale,
pricing power

Some upside in
inbound tourism if
weak yen and
consumption
rebound



Sector

Banks / Financials

/ Insurance

Real Estate / REIT
/ Construction
Materials

Healthcare /
Pharma / Biotech

Utilities / Gas /
Coal

Consumer
Discretionary /
Autos

Subsector/
Theme

Banking,
insurers, asset
managers

Real estate
developers,
REITs, building
materials

Biopharma,
medtech,
diagnostics

Utilities,
conventional
power suppliers

Automobiles,

Likely
Direction
(79)

Mixed /
slight

Mixed

Neutral to

parts, especially *

export-oriented

Key Levers / Risk
Factors

Stimulus may lift

credit demand, but

margin pressure
from rising yields
and underwriting

risk; potential gains
in bond holdings or

capital gains

Infrastructure boost

can aid, but
inflation / interest
risk is a headwind

R&D subsidies,
national strategic
health supply
resilience,
government
contracts

Stable cash flows
may become
favored in volatile
regime

Weak yen helps
export OEMs;

electrification /
battery exports

Remarks / Notes
to Test

Watch footprint of
regional vs mega
banks

Identify those with
government
contract exposure

Regulatory risk, IP
risk, margin

pressure from price
controls

Capex burden and
stranded asset risk
in transition

But some cost
pressure from
inputs, global
competition,
regulatory
standards (EV
push)



Likely

Subsector/ . . Key Levers / Risk Remarks / Notes
Sector Direction
Theme Factors to Test
(r794)
Media / Telecom/ More government . )
Content, Political risk,
Defense / . demand for
. surveillance, 0 ) ) regulatory
Ideological / . strategic media, .
. K security software . ) _interference
Nationalist Levers information security

In parallel, create a “most vulherable / at risk” bucket: importers, small retailers, high-
leverage regional firms with weak pricing power, those dependent on foreign components,
margin-squeezed players.

You should also cross-validate this thematic map historically (Abenomics era, past fiscal
stimulus cycles) to see which sectors really outperformed.

3. Screening & Filtering Process

Once sector themes are defined, the next step is to build screens to hunt for leaders in
each bucket:

a. Quantitative screen architecture (Japan equities universe)
Key filters to consider:

¢ Market cap threshold (avoid tiny illiquid names)

¢ Free float and liquidity (volume, turnover)

e Export/overseas revenue percentage

e R&D or capex as % of sales (for tech / material plays)
e Leverage and debt metrics

¢ Margins, cash conversion, ROE/ROIC

e Growth track record and forecast (consensus)

¢ Government procurement/ subsidy exposure (flag)

e Insider holdings / corporate governance quality

e Earnings revision momentum

e Valuation multiples vs peers



b. Overlay qualitative filters / red flags
e Political connection risk or regulatory scrutiny
e Supply chain dependencies on China or geopolitically risky regions
e Environmental, social, governance (ESG) / permitting risk
e FXhedging practices
e Executionriskin scaling / capacity constraints
e Order backlog/ backlog cancellations
e Foreign ownership constraints or governance issues

c. Ranking & scoring rubric
Create a multi-factor score per candidate in each subsector, weighting theme exposure,
growth, margin expansion potential, and downside protection.

d. Mapping to catalysts / event triggers
For each candidate, map which policy announcements or stimulus buckets could unlock
value or stress.

4. Candidate Names & Tickers (Preliminary List to Vet)

Below are early candidate names (Japanese tickers / brand names) to test in your screens
and validate or discard. These are ideas to investigate, not final recommendations.
Candidate Names (Japanese

Sector/ Theme . . Rationale / Notes
tickers or firm)

Leading semiconductor
Tokyo Electron (8035) equipment maker with strong

Semiconductors /

Components
export base

. Masking / lithography / process
SCREEN Holdings (7735) .
equipment exposure

Nikon (7731) (if in imaging /

. . Further cross-check exposure
inspection segments)



Sector / Theme

Materials / Specialty
Chemistry

Defense / Aerospace

Infrastructure /
Construction

Telecom / Digital
Infrastructure

Candidate Names (Japanese
tickers or firm)

Advantest (6857)

Shin-Etsu Chemical (4063)

Sumco (3436)

Showa Denko (4004)

JX Holdings (5020) — though
more energy / materials mix

Mitsubishi Electric (6503)

IHI (7013)

Mitsubishi Heavy Industries
(7011)

Kajima (1812)

Taisei Corporation (1801)

Obayashi (1802)

NTT (9432)

KDDI (9433)

Rationale / Notes

Test equipment, global
exposure

Strong global footprint,
specialty materials

Semiconductor wafers,
exposure to memory / device
cycle

Specialty chemicals, electronic
materials

Might have sideline exposure

Defense systems,
infrastructure, electronics

Aerospace / heavy machinery
exposure

Defense and infrastructure
overlap

Big infrastructure contractor

Construction / civil works

Strong balance sheet among
majors

Critical telecom operator,
infrastructure

Telecom + infrastructure angle



Sector / Theme

Renewable / Energy / Grid

Automotive / Parts /
Exporters

Consumer/Import
Exposure (Watchlist/
Risk)

Real Estate / REITs

Healthcare / Biotech

Candidate Names (Japanese

tickers or firm)

SoftBank (9434)

Tokyo Gas (9531)

Kyudenko (undisclosed
ticker)

Toyota Motor (7203)

Denso (6902)

Aisin Seiki (7259)

Uniglo / Fast Retailing (9983)

Yamaha (7951)

Japan Real Estate
Investment Corporation
(8952 JP)

Mitsui Fudosan (8830)

Takeda Pharmaceutical
(4502)

Astellas (4503)

Rationale / Notes

Might have contrast:
infrastructure vs risk from debt/
leverage

Gas / energy interface, possibly
stable cash flows

Infrastructure / energy services
firms

Large-scale exporter, global
auto trends

Auto parts, global supply
dependencies

Component supplier, possibly
benefiting from scale

Imports and global supply chain
exposure

Consumer electronics /
instrument import exposure

To test infrastructure stimulus
linkage

Property giant with
development exposure

Large cap pharma, global reach

R&D upside, defensive tilt



When you run your screens, see which of these names survive or emerge above threshold,

then deepen their thesis and risk map.

5. Downside / Loser Watchlist

Construct a bucket of names/sectors likely to suffer under Takaichi regime:

Firms heavily reliant on imported raw materials or components, with little pricing
power (importers)

Small retailers and SMEs that cannot buffer input inflation

Regional banks with weak balance sheets and exposure to declining local
economies

Utilities/firms with stranded assets if policy pivots to newer energy

Highly leveraged real estate/construction players vulnerable to interest rate
surprises

Over-exported niche consumer brands with limited hedging or scale

You can run the same screens but invert theme exposure to find worst offenders.

6. Validation via Historical / International Analogs

Study Japan’s past large stimulus cycles (Abenomics 2.0, post-2012, 2013-2015) to
see which sectors outperformed post policy shift.

Compare with China's stimulus cycles and which sectors (infrastructure, materials,
construction) outperformed.

Benchmark against other regimes where the state explicitly intervened in “strategic
industries” (e.g. South Korea, Taiwan).

Overlay periods of yen depreciation and see realized equity performance by sector
(exports, materials, importers) — see RIETI and Thorbecke’s work. (rieti.go.jp)

Check seasonality and rebalancing patterns in Japanese equities after new prime
minister or major budget announcements.

7. Synthesis & Deliverable


https://www.rieti.go.jp/en/papers/contribution/willem-thorbecke/21.html?utm_source=chatgpt.com

Your final deliverable (memo with exhibits) should include:

A “policy > exposure” matrix (with expected directionality, risk weights)
A sector > subsector map annotated with lift/risk levers

For each subsector, 5-15 candidate tickers, ranked by score and fundamental
metrics

For each candidate, a mini thesis (2-4 bullets) plus key catalysts and risks
A “loser list” of names worthy of short or underweight attention

A catalyst timetable (next 12-18 months) highlighting potential events or policy
triggers

Sensitivity tables showing how much stock returns move per 100-200 bps change in
subsidy, demand shock, margin compression etc.

A “playbook stress test”: how your top 10 names perform under alternative regimes
(policy delay, interest shock, coalition instability)

Appendix of Japanese primary sources, policy drafts, subsidy bills, Diet minutes,
MOF / METI/ FSA / Cabinet Office whitepapers (with translated excerpts)

Preliminary Thematic Assessment & Early Biases to Test

From my initial survey of commentary and research, a few convictions emerge — but all

should be stress-tested.

Takaichi is portrayed as an “Abenomics revivalist” who seeks aggressive fiscal
expansion, growth stimulus, and strategic industrial support. (CSIS)

She has signaled “crisis management investment” into semiconductors, Al,
materials, biotech, defense — these are explicit buckets she appears to want to
prioritize. (Reuters)

Her rhetoric has included criticism of BOJ independence, suggesting she may push
for closer coordination or pressure if markets become volatile. But that may face
institutional pushback. (Reuters)

A weakyenis likely to be a byproduct or at least tolerated, which favors exporters
and import substitute strategies, but will strain importers and domestic-cost-
sensitive players. (AMRO)


https://www.csis.org/analysis/sanae-takaichi-japans-likely-new-leader?utm_source=chatgpt.com
https://www.reuters.com/markets/asia/japan-pm-contender-takaichi-proposes-crisis-management-spending-2025-10-02/?utm_source=chatgpt.com
https://www.reuters.com/business/finance/takaichis-jab-boj-independence-may-face-political-reality-check-2025-10-09/?utm_source=chatgpt.com
https://amro-asia.org/are-yen-fluctuations-playing-a-bigger-role-in-shaping-the-japanese-economy/?utm_source=chatgpt.com

¢ Inflation and input cost risk are real constraints. If stimulus is too aggressive,
inflation may pressure margins or push BOJ to reconsider.

e Politicalrisk is elevated: the split with Komeito (announced Oct. 10) suggests
coalition fragility, which raises the odds of legislative delays or more moderate
policy than promised. (Financial Times)

Given these, my intuitive biases to overweight (to test aggressively) are:
1. Export / semiconductors / high-tech hardware
2. Strategic materials / chemicals / specialty inputs
3. Defense / aerospace / security tech
4. Infrastructure / construction
5. Telecom / digital infrastructure
And to underweight / watch carefully:
¢ Import-dependent consumer names
e Small retailers and SMEs with tight margins

¢ Highly leveraged regional real estate / credit plays


https://www.ft.com/content/d621cdce-051c-4e47-99a3-2ad408232cfa?utm_source=chatgpt.com

