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Atlantis Japan Growth Fund (AJG) is advised by Atlantis Investment 

Research Corporation (AIRC). Lead adviser Taeko Setaishi says that 

although consensus Japanese corporate earnings growth is being revised 

downwards, she is still able to identify primarily smaller-cap companies 

with promising growth prospects that are trading on attractive valuations. 

As an example, Setaishi highlights changing dynamics within the 

Japanese economy, which are generating growth in the widely diverse 

services sector. AJG’s portfolio is trading on higher valuation multiples 

than the TOPIX index, but has meaningfully higher forecast earnings 

growth and a superior return on equity, which have contributed to the 

fund’s medium- and long-term outperformance versus the benchmark. 

12 months 
ending  

Share price 
(%) 

NAV 
(%) 

TOPIX 
(%) 

MSCI Japan 
Small Cap (%) 

MSCI AC 
World (%) 

FTSE All- 
Share (%) 

31/03/15 24.5 23.9 25.9 25.2 19.0 6.6 

31/03/16 (5.1) (1.9) (1.7) 7.8 (0.6) (3.9) 

31/03/17 23.2 20.6 32.9 34.5 33.0 22.0 

31/03/18 39.4 37.4 8.3 12.2 2.9 1.2 

31/03/19 (7.4) (4.5) (1.8) (4.8) 11.1 6.4 

Source: Refinitiv. Note: All % on a total return basis in pounds sterling. 

The market opportunity 

While overall economic activity in Japan is muted, there are pockets of higher 

growth, both on a company-specific and sector basis; and in aggregate, Japanese 

corporates are increasing cash returns to shareholders via dividends and share 

repurchases. Meanwhile, Japanese equities look reasonably priced, both compared 

with other developed global markets and versus their own history. 

Why consider investing in AJG? 

 Specialist fund offering exposure to higher-growth, often under-researched, 

companies in Japan. 

 AJG now has greater overlap with the highly rated open-ended Atlantis Japan 

Opportunities Fund, where Setaishi has been lead adviser since inception in 

2003; the trust’s investment performance has improved since she became lead 

adviser on 1 May 2016. 

 Average annual NAV and share price total returns between 13.4% and 16.7% 

over the last three, five and 10 years. 

 Simplified capital structure following cancellation of the subscription rights 

programme in 2017. 

Potential for narrower discount 

AJG is currently trading at an 8.5% discount to NAV, which is broadly in line with 

the 8.8% to 9.5% average discounts over the last one, three, five and 10 years. 

There is potential for the discount to narrow if lead adviser Setaishi is able to build 

on her record of outperformance versus the benchmark, or if there is increased 

demand for Japanese, particularly smaller-cap, equities. Similar to the majority of 

its peers, AJG does not pay a dividend. Gearing up to 20% of NAV is permitted (net 

gearing of 2.9% at end-February 2019).  

Atlantis Japan Growth Fund 

Plenty of attractive investment opportunities 

Price 212.0p 

Market cap £93.9m 

NAV £102.6m 
 

NAV per share* 231.6p 

Discount to NAV 8.5% 

*Including income. As at 2 April 2019. 

Yield 0.0% 

Ordinary shares in issue 44.3m 

Code AJG 

Primary exchange LSE 

AIC sector Japanese Smaller Companies 

Benchmark TOPIX (total return) 

Share price/discount performance 

 

Three-year performance vs index 

 
 

52-week high/low 236.0p 184.5p 

NAV** high/low 260.5p 197.9p 

**Including income.   
 

Gearing 

Net* 2.9% 

*As at 28 February 2019. 
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Exhibit 1: Company at a glance 

Investment objective and fund background Recent developments  

AJG aims to achieve long-term capital growth through investing wholly or mainly 
in listed Japanese equities. Currently all investments are in Japanese equities 
with a bias to smaller- and mid-sized companies. 

 1 April 2019: Results of the 29 March 2019 redemption facility (see page 8). 
 21 February 2019: Confirmation of next redemption point (29 March 2019). 
 7 December 2018: Six-month results ending 31 October 2018 in £ terms. NAV 

TR -9.0% versus benchmark TR -2.5%. Share price TR -11.4%. 
 8 October 2018: The board approved payments for redeemed shares – 

2.3960p/share for basic entitlements and 2.2637p/share for excess 
entitlements. 

Forthcoming Capital structure Fund details 

AGM September 2019 Ongoing charges 1.57% (FY18) Group  Atlantis Investment Research Corp 

Final results July 2019 Net gearing 2.9% Manager Quaero Capital 

Year end 30 April Annual mgmt fee 1.0% Address 2-4 King Street, 
London, SW1Y 6QL Dividend paid Irregular (see page 9) Performance fee None 

Launch date 10 May 1996 Company life Indefinite (subject to cont. vote) Phone +44 (0)207 747 5770 

Continuation vote Conditional on discount Loan facilities ¥1.5bn Website atlantisjapangrowthfund.com 

Share buyback policy and history (financial years) Portfolio exposure by market cap (as at 28 February 2019) 

Renewed annually, the board has authority to repurchase up to 14.99% of 
outstanding shares. Repurchases shown below include redeemed shares. 
Allotments include exercises of subscription rights. 

Figures rebased for gearing. Currently all investments are in Japanese equities 
with a bias to smaller- and mid-sized companies. 

  

Shareholder base (as at 1 April 2019) Portfolio exposure by sector (rebased for gearing as at 28 February 2019) 

  

Top 10 holdings (as at 28 February 2019)  

 

 Portfolio weight % 

Company Sector 28 February 2019 28 February 2018* 

Japan Elevator Service Holdings Commercial & residential building equipment & services 3.1 N/A 

Nidec Electronic components 2.9 3.2 

Asahi Intecc Medical devices 2.8 N/A 

Nittoku Engineering Electrical components 2.8 3.8 

Benefit One IT services 2.7 N/A 

Creek & River Professional services 2.7 N/A 

Hikari Tsushin Consumer electronics & application stores 2.6 N/A 

Peptidream Healthcare services 2.6 N/A 

Keyence Factory automation equipment 2.6 N/A 

Nihon M&A Center Institutional brokerage 2.4 2.3 

Top 10 (% of holdings)  27.2 30.0 
 

Source: Atlantis Japan Growth Fund, Edison Investment Research, Bloomberg, Morningstar. Note: *N/A where not in end-February 
2018 top 10. 
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http://www.tiburon.co.uk/funds/atlantis-japan-growth-fund-limited/
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Market outlook: Valuation provides margin of safety 

The lack of overall growth in the Japanese economy is well documented, as the nation struggles 

with a lack of inflation and an ageing population. Indeed, 2018 was affected by several natural 

disasters, and Q318 corporate profits fell at the sharpest rate since the period following the 

Fukushima earthquake and tsunami in 2011. The Japanese economy is also being negatively 

affected by the economic slowdown in China, which can be partially attributed to the escalating 

trade dispute with the US. However, there are Japanese companies, operating in niche businesses, 

that have attractive growth profiles, and in general, the corporate sector is utilising its cash flow 

more efficiently and returning capital to shareholders via higher dividends and share repurchases. 

There is potential for an improvement in the macro environment; the Chinese authorities are 

working to stimulate their domestic economy (measures include lower bank reserve requirements 

and reduced personal tax rates), and if the US president wishes to be considered for re-election in 

2020, it is in his interests to ensure a robust economy and a buoyant US equity market, which may 

lead to a resolution in the trade dispute with China.  

Exhibit 2 (LHS) shows that over the last five years, Japanese small-cap equities have outperformed 

the wider Japanese stock market, which has broadly kept pace with global equites. However, 

Japanese equities continue to look attractively valued (Exhibit 2, RHS), which provides a margin of 

safety in an uncertain macro environment. They are trading on a forward P/E multiple of 12.9x, 

which is an 11.6% discount to world equities, and this is noticeably wider than the 4.2% average 

discount over the last five years. Japanese equities are also trading on an earnings multiple that is 

11% lower than its five-year average, unlike US and European equity indices, which are trading at 

premiums of 11% and 5% respectively. 

Exhibit 2: Market performance and valuation 

Performance of indices (last five years, in £ terms) Japan forward P/E multiple and discount to World index 

  

Source: Refinitiv, Edison Investment Research. Note: Data at 1 April 2019. 

Exhibit 3: Forward P/E multiples (x) of Datastream equity indices (last 10 years) 

 Last High Low 10-year average Last as % of average 

Japan 12.9 23.7 10.5 14.4 89 

US 16.8 19.0 11.3 15.2 111 

UK 12.5 15.7 8.5 12.6 99 

Europe 12.8 15.5 7.6 12.2 105 

World 14.5 16.3 9.8 13.5 107 

Source: Refinitiv, Edison Investment Research. Note: Data at 1 April 2019. 

Fund profile: Smaller-cap Japanese equities 

Launched on 10 May 1996, AJG is a Guernsey-registered investment company, listed on the Main 

Market of the London Stock Exchange. Its investment manager is Quaero Capital, with Atlantis 
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Investment Research Corporation (AIRC) acting as investment adviser. AIRC is an independent 

boutique fund adviser based in Tokyo (established in 1996), employing four investment 

professionals (three portfolio advisers supported by an analyst) with an average of more than 30 

years’ investment experience. Since 1 May 2016, AJG’s lead adviser has been Taeko Setaishi, who 

was formerly its deputy fund adviser for 20 years.  

AJG aims to generate long-term capital growth from a diversified portfolio of 60–70 primarily small- 

and mid-cap Japanese equities, and is benchmarked against the TOPIX index. At the time of 

investment, a maximum 20% of NAV may be allocated to equity warrants or convertible debt (AJG’s 

current portfolio is entirely invested in publicly listed Japanese companies, including REITs, with no 

structured product exposure). No more than 10% of the portfolio may be held in a single company. 

Gearing up to 20% of NAV is permitted at the time of borrowing; at end-February 2019, net gearing 

was 2.9%. AJG does not typically hedge its currency exposure. Data from Northern Trust and 

Bloomberg show that from the fund’s inception on 10 May 1996 to end-January 2019, AJG’s NAV 

total return in sterling terms was +229.9%, which is meaningfully ahead of the benchmark’s +48.1% 

total return. 

The fund’s lead portfolio adviser: Taeko Setaishi  

The lead adviser’s view: Pockets of growth opportunities 

Setaishi says that over the last few weeks, there has been increasing evidence that the Japanese 

economy is slowing. She notes a deterioration in the export market, especially in terms of demand 

from China and South Korea, and the lack of a pick-up in consumer spending, making her more 

cautious on the overall Japanese growth outlook now than at the beginning of the year. However, 

she highlights that private sector capex remains robust as companies are investing in software and 

machinery to try to combat the effects of labour shortages, and capacity is being increased in 

anticipation of future demand. Japan’s consumption tax is scheduled to increase from 8% to 10% in 

October 2019. However, unlike in April 2014 when the tax increased from 5% to 8%, this time 

around, the government has committed to a ¥4.7tn stimulus package to offset the negative effects 

of the tax rise. Setaishi believes that the government is fully committed to the stimulus, with the bulk 

of spending due in the second half of Japan’s FY20 (ending 31 March 2020). 

In terms of investor sentiment towards Japanese equities, the lead manager says that while 

February 2019 marked the seventh consecutive month of non-resident outflows on a cash basis, it 

was also the third month where there were net inflows on a futures basis (on a combined cash and 

futures basis, February 2019 saw net inflows into the Japanese market). Setaishi says that looking 

at domestic demand, Japanese equities will continue to be supported by Bank of Japan exchange-

traded fund and pension fund purchases, while non-financial corporates are buying equities as part 

of their share repurchase plans (evidence of improving corporate governance in Japan). The lead 

adviser also notes a recent large uptick in short selling activity; however, the Japanese equity 

market has been able to absorb this without a noticeable decline in any key indices. 

While in aggregate, the outlook for corporate profits growth has moderated for the coming 

Japanese financial year, Setaishi says that on an individual company basis, among both small- and 

large-cap companies, there are pockets of higher growth. While the lead adviser selects stocks 

purely on a bottom-up basis, there are a number of themes represented in AJG’s portfolio, such as 

demand growth in the healthcare sector resulting from Japan’s ageing population, along with the 

diverse services sector. The fund holds a number of companies in this area, including Tosoh, an 

operator of sports club facilities, hotels, and a golf course, which is a beneficiary of demand from 

Japan’s ageing population, as well as consulting services companies that are benefiting from labour 

shortages, such as Creek & River and Fullcast. Setaishi also highlights the infrastructure sector, 

where she has found several interesting investment opportunities. The adviser notes that rising 
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industry capex is partly due to ageing infrastructure; she expects spending to remain robust as 

companies are experiencing demand for the decommissioning of old plants, which requires 

specialist resources. Setaishi reiterates that, although Japan’s economic growth could be described 

as ‘pedestrian’, there are many dynamic growth companies in the country, which are providing 

‘good, exciting investment opportunities’. 

Asset allocation 

Investment process: Four-stage process 

AIRC’s investment philosophy is that over the long term a company’s share price is driven by the 

level of its earnings growth. Stocks are selected on a bottom-up basis; the adviser seeks well 

managed companies with growing businesses and a strong competitive position, which are 

generating free cash flow and trading at a discount to their perceived intrinsic value. AIRC’s 

proprietary fundamental research can add meaningful value, particularly when identifying attractive 

small- and mid-cap companies, which tend to be under-researched by the wider market. As part of 

its research process, the team undertakes c 800 company meetings each year; this high level of 

interaction is viewed as an effective risk control. 

There are four stages to AIRC’s investment process: 

 Periodic screening – the investible universe of c 2,000 companies is screened quarterly. Key 

criteria include: at least double-digit sales and operating profit growth; improving returns; and 

valuation multiples such as P/E to growth (PEG), EV/EBITDA and price-to-book (relative to the 

sector) are a focus. 

 Company visits – these are viewed as critical, to enable a good understanding of a company’s 

business model, its competitive position and future strategy.  

 Evaluation – diligent fundamental research, including construction of an earnings model to 

assess a company’s long-term sales and earnings growth potential, and determination of an 

appropriate valuation. 

 Buy list – typically c 125 companies considered for inclusion in the portfolio (c 40 are included 

on a watch list – companies with attractive fundamentals, but less compelling valuations). 

Position size is a function of the adviser’s level of conviction in the investment thesis, as well as 

taking into consideration a stock’s liquidity. Holdings may be sold outright if there is an earnings 

disappointment; an unjustified change in a firm’s business model; a downturn in a company’s 

operating environment; or if a position becomes too large. The fund has a high active share of 

97.6% (a measure of how a portfolio differs from the benchmark, with 100% representing no 

commonality and 0% full index replication).  

Current portfolio positioning 

Exhibit 4: Portfolio exposure by market cap (% unless stated) 

 Portfolio end-February 2019 Portfolio end-February 2018 Change (pp) 

>£10bn 9.5 13.4 (3.9) 

£5bn to £10bn 3.4 5.9 (2.5) 

£2bn to £5bn 13.1 10.7 2.4 

£500m to £2bn 44.0 42.7 1.2 

<£500m 30.0 27.3 2.7 

 100.0 100.0  

Source: Atlantis Japan Growth Fund, Edison Investment Research. Note: Rebased for gearing. 

At end-February 2019, AJG held 64 stocks, four less than a year earlier. Looking at the portfolio’s 

top 10 concentration in Exhibit 1, it was 27.2% at end-February 2019, 2.8pp lower year-on-year 
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(three positions were common to both periods). In terms of market cap (Exhibit 4), over the last 12 

months, exposure to larger-cap companies (above £5bn) has declined by 6.4pp. 

In Exhibit 5, we highlight AJG’s sector exposure (using Global Industry Classification Standard 

rather than TOPIX classifications). The largest changes year-on-year at end-February 2019 are 

consumer discretionary (+4.4pp) and industrials (-3.4pp). The largest active weights in sectors 

owned are industrials (+20.7pp), IT (+9.4pp) and financials (-8.2pp), while the fund has no exposure 

to the consumer staples, energy and utility sectors, which collectively make up 12.3% of the TOPIX 

index. Setaishi explains that over the last 12 months, the percentage of the portfolio invested in 

exporters (companies with more than 40% overseas sales) has declined from c 45% to c 30%, due 

to both selling and reducing positions, but also because of individual share price performance. 

Exhibit 5: Portfolio sector exposure vs benchmark (% unless stated) 

 Portfolio end- 
February 2019 

Portfolio end- 
February 2018 

Change 
(pp) 

Index 
weight 

Active weight 
vs index (pp) 

Fund weight/ 
index weight (x) 

Industrials 43.2 46.6 (3.4) 22.5 20.7 1.9 

Information technology 19.7 22.6 (2.9) 10.3 9.4 1.9 

Consumer discretionary 16.1 11.7 4.4 17.7 (1.6) 0.9 

Healthcare 8.5 6.5 2.0 8.8 (0.3) 1.0 

Real estate 4.5 7.1 (2.6) 2.9 1.6 1.5 

Communication services 3.3 0.7 2.6 8.1 (4.8) 0.4 

Financials 2.7 1.9 0.9 10.9 (8.2) 0.2 

Materials 2.0 3.0 (1.0) 6.5 (4.5) 0.3 

Energy 0.0 0.0 0.0 1.0 (1.0) N/A 

Utilities 0.0 0.0 0.0 2.0 (2.0) N/A 

Consumer staples 0.0 0.0 0.0 9.3 (9.3) N/A 

 100.0 100.0  100.0   

Source: Atlantis Japan Growth Fund, Edison Investment Research, Bloomberg. Note: Rebased for gearing. 

Setaishi highlights a few of AJG’s positions that have been initiated in the last 12 months: 

Japan Elevator Service Holdings (JESH) – while industry growth is low at 1-2% pa, this company 

has annual sales growth in the high single-digits range, with mid- to high-teens percentage 

projected annual earnings growth. JESH provides maintenance services to the five main elevator 

companies in Japan, and is benefiting from market consolidation, as the management of smaller 

operators reach retirement age and are selling their businesses. The adviser says the company is 

well managed and sees clear potential for margin improvement. 

Kyoritsu Maintenance – operates and manages business and resort hotels, as well as dormitories 

for students and young employees throughout Japan. The company is benefiting from increased 

demand for dormitories from universities and corporates that are struggling to attract or retain their 

staff in a tight labour market, as well as high hotel demand from Japan’s tourism sector. 

TKP – a real estate company that is benefiting from the trend towards outsourcing, which is 

occurring at companies across the market cap spectrum. TKP provides meeting rooms that 

companies are able to rent by the hour, and also offers catering options. Setaishi says the firm has 

attractive growth attributes, with a high percentage of repeat business; she says that TKP’s break-

even rate is very low (making money if only 15–20% of its available rooms are utilised).  

Complete sales from AJG’s portfolio over the past year include Istyle and Star Mica. Istyle is an 

ecommerce company specialising in cosmetic products; the position was sold as its business was 

not recovering as rapidly as Setaishi had expected. Star Mica is a real estate company that had 

been held in AJG’s portfolio for a number of years. The adviser believed that the slowdown in new 

home sales in Japan would likely spread into Star Mica’s areas of operation, and some of its 

businesses have more ‘lumpy’ rather than steady growth, so she took the opportunity to realise 

profits on the holding. 
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Performance: Solid medium- and long-term returns 

While AJG was not immune from the volatility in global stock markets during 2018, it has generated 

solid medium- and long-term returns for investors. Over three, five and 10 years, its NAV total 

return has ranged between 14.0–16.5% pa, while its share price total return has ranged between 

13.4–16.7% pa (Exhibit 6, RHS). 

Exhibit 6: Investment company performance to 31 March 2019 

Price, NAV and benchmark total return performance, one-year rebased Price, NAV and benchmark total return performance (%) 

  

Source: Refinitiv, Edison Investment Research. Note: Three, five and 10-year performance figures annualised. 

Looking at relative performance, AJG has outperformed its TOPIX benchmark index over three, five 

and particularly over 10 years in both NAV and share price total return terms, while lagging over the 

last 12 months (the figures in Exhibit 7 include AJG’s more than 10pp performance dilution from 

subscription share issuance from October 2015 to October 2017). For UK investors, it is interesting 

to note AJG’s significant outperformance versus the FTSE All-Share index over the last three, five 

and 10 years. 

Exhibit 7: Share price and NAV total return performance, relative to indices (%) 

  One month Three months Six months One year Three years Five years 10 years 

Price relative to TOPIX (1.3) 8.8 3.3 (5.7) 12.4 7.3 75.5 

NAV relative to TOPIX 1.9 11.1 2.3 (2.8) 11.9 9.8 49.8 

Price relative to MSCI Japan Small Cap (1.1) 8.3 3.1 (2.7) 10.6 (3.1) 42.4 

NAV relative to MSCI Japan Small Cap 2.0 10.6 2.1 0.3 10.1 (0.9) 21.4 

Price relative to MSCI AC World (1.9) 3.4 (4.1) (16.6) 4.6 4.5 21.3 

NAV relative to MSCI AC World 1.2 5.7 (5.0) (14.0) 4.1 6.9 3.5 

Price relative to FTSE All-Share (1.2) 3.8 (4.1) (13.0) 21.0 39.7 52.2 

NAV relative to FTSE All-Share 2.0 6.0 (5.0) (10.2) 20.4 42.9 29.8 

Source: Refinitiv, Edison Investment Research. Note: Data to end-March 2019. Geometric calculation. All data in sterling. 

Exhibit 8: NAV total return performance relative to benchmark over three years 

 
Source: Refinitiv, Edison Investment Research 
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Setaishi explains that over the last year, the best contributors to AJG’s performance include 

construction firm Phil Company, outsourcing company Benefit One and Japan Elevator Service 

Holdings. Positions detracting from performance include Nittoku Engineering, Yamashin Filter and 

medical equipment company Cyberdyne. Commenting on the fund’s strong relative performance in 

February 2019, the lead adviser notes that small-cap stocks performed particularly well versus the 

broader market. 

Discount: Broadly in line with historical averages 

Having briefly traded at a premium in early 2018, AJG is currently trading at an 8.5% discount to 

NAV, which compares with the 3.3% to 14.6% range of discounts over the last 12 months. The 

current discount is broadly in line with the 9.2%, 8.9%, 8.8% and 9.5% average discounts over the 

last one, three, five and 10 years respectively. 

The company adopted a hard discount control mechanism in 2013, whereby a continuation vote will 

be held if its shares have traded, on average, at a greater than 10% discount to NAV during any 

rolling 90-day period (in normal market conditions). If triggered, the vote will be held no later than 

the next practicable AGM. There is also a confirmed continuation vote at the October 2019 AGM. 

AJG has the authority, granted annually, to repurchase 14.99% of outstanding shares to help 

manage the discount; the most recent buyback was for 175k shares in December 2018. 

Exhibit 9: Share price premium/discount to NAV (including income) over three years (%) 

 

Source: Refinitiv, Edison Investment Research 

Capital structure and fees 

AJG is a Guernsey-incorporated investment company with one class of share; there are currently 

44.3m ordinary shares in issue. The company has a ¥1.5bn (c £10m) credit facility with Royal Bank 

of Scotland International, of which ¥1.0bn (c £7m) is drawn. At end-February 2019, net gearing was 

2.9%. AJG’s subscription share mechanism was discontinued in November 2017, having 

successfully raised c £11m in FY16 and c £15m in FY17; the board believes the simplified capital 

structure is more appealing to shareholders. The company has a facility (at the board’s discretion), 

enabling shareholders to sell all or part of their holdings via a regular six-monthly redemption of up 

to 5% of AJG’s outstanding shares. At each redemption point, the board may notionally allocate 

assets and liabilities into a redemption pool or use available cash to fund redemption requests. On 

28 March 2019, AJG announced that 3.8m (8.27% of the share base) had been lodged for 

redemption, which will be scaled back. Results were released on 1 April 2019; after offsetting 

excess redemptions, the trust’s share base was reduced by 1.8m shares (3.8%). AJG will be 

subject to a confirmed continuation vote at the October 2019 AGM. 
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AJG’s investment manager, Quaero Capital, is paid an annual management fee of 1% of NAV, and 

is entitled to the same rate on the NAV of any redemption pool; no performance fee is payable. In 

FY18, ongoing charges were 1.57% (FY17: 1.52%), which is meaningfully lower than 1.91% in 

FY16 – primarily due to the company’s larger size, spreading fixed costs over a larger asset base. 

Dividend policy and record 

AJG focuses on long-term capital growth rather than income. Its last dividend was immaterial and 

was distributed in FY12; the board intends to continue with a zero-dividend policy, as income tends 

to be offset by expenses. On an underlying basis, AJG’s portfolio yields 1.7%. This is lower than the 

2.4% yield on the benchmark TOPIX index, which is unsurprising given the company’s focus on 

smaller-cap companies that are less likely to pay dividends. 

Peer group comparison 

AJG is a member of the AIC Japanese Smaller Companies sector. In Exhibit 10, we show the three 

closed-end funds in the sector that have been trading for more than a year. AJG’s NAV total returns 

are below the averages over the periods shown (only modestly below over one and three years); 

however, the company’s performance was diluted by more than 10pp over the two years of the 

subscription share issuance (October 2015 to October 2017). AJG has the highest ongoing charge 

of the three funds, the lowest level of gearing and is one of two peers that does not pay a dividend. 

To enable a broader comparison, we also show the six open-ended funds in the IA Japanese 

Smaller Companies sector that have been trading for more than one year. AJG’s total returns are 

above the open-ended averages over the last one and three years, while trailing over five and 10 

years (readers should be reminded that Setaishi became lead adviser nearly three years ago). 

Exhibit 10: Japanese small-cap peer groups as at 1 April 2019* 

% unless stated Market 
cap £m 

NAV TR 
1 year 

NAV TR 
3 year 

NAV TR 
5 year 

NAV TR 
10 year 

Discount 
(ex-par) 

Ongoing 
charge 

Perf. 
fee 

Net 
gearing 

Dividend 
yield (%) 

Atlantis Japan Growth 93.9 (4.6) 57.2 92.4 255.1 (9.2) 1.6 No 103 0.0 

Baillie Gifford Shin Nippon 502.8 (2.1) 76.1 202.6 725.3 4.5 0.9 No 110 0.0 

JPMorgan Japan Smaller Cos 205.0 (6.9) 42.8 113.5 223.1 (13.7) 1.1 No 108 3.7 

Average – AIC Japanese Smaller Cos 267.2 (4.5) 58.7 136.2 401.2 (6.1) 1.2  107 1.2 

AJG Rank 3 2 2 3 2 2 1  3 2 

Open-ended funds           

Aberdeen Standard Japan Smlr Cos 379.1 (4.9) 35.4 91.1 239.6  1.7   0.0 

Baillie Gifford Japanese Smaller Cos 816.4 (0.7) 67.0 163.5 521.6  0.6   0.2 

BGF Japan Small & Mid Cap Opps 628.1 (10.6) 35.8 70.8 164.3  1.9   0.0 

Invesco Japanese Smaller Cos 61.8 (11.3) 54.6 83.0 199.8  1.7   0.0 

Janus Henderson Horizon Jap Smlr Cos 253.4 (9.0)        1.0   0.0 

M&G Japan Smaller Companies 91.8 (11.0) 37.3 80.1 274.7  1.7   2.2 

Average – open-ended funds 371.8 (7.9) 46.0 97.7 280.0  1.4   0.4 

Source: Morningstar, Edison Investment Research. Note: *Performance as at 29 March 2019 based on ex-par NAV. TR=total return. 
Net gearing is total assets less cash and equivalents as a percentage of net assets. 

The board 

AJG’s board comprises four independent non-executive directors. The chairman is Noel Lamb, who 

joined the board on 1 February 2011 and assumed his current role on 1 May 2014. Philip Ehrmann 

was appointed on 25 October 2013, Richard Pavry on 1 August 2016 and Michael Moule on 

5 February 2018. The directors have backgrounds in investment trusts, fund management and the 

legal profession.  
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General disclaimer and copyright  

This report has been commissioned by Atlantis Japan Growth Fund and prepared and issued by Edison, in consideration of a fee payable by Atlantis Japan Growth Fund. Edison Investment Research standard fees are 
£49,500 pa for the production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly)  update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for 
the provision of roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services.  

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of 
this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the Edison analyst at the time of publication. Forward-looking information or statements 
in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other factors which 
may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.  

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in 
connection with the access to, use of or reliance on any information contained on this note. 

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or 
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of 
investors. 

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any 
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to 
Edison's policies on personal dealing and conflicts of interest. 

Copyright: Copyright 2019 Edison Investment Research Limited (Edison). All rights reserved FTSE International Limited (“FTSE”) © FTSE 2019. “FTSE®” is a trade mark of the London Stock Exchange Group companies 
and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in 
the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent. 

 

Australia 

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Myonlineadvisers Pty Ltd who holds an Australian Financial 
Services Licence (Number: 427484). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice 
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having 
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like 
instrument. 

 

New Zealand  

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in the ir roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the 
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the 
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in 
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financia l advice, is 
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making 
an investment decision. 

 

United Kingdom 

Neither this document and associated email (together, the "Communication") constitutes or form part of any offer for sale or subscription of, or solicitation of any offer to buy or subscribe for, any securities, nor shall it or any 
part of it form the basis of, or be relied on in connection with, any contract or commitment whatsoever. Any decision to purchase shares in the Company in the proposed placing should be made solely on the basis of the 
information to be contained in the admission document to be published in connection therewith. 

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article 
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPO") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49 
of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be 
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document (nor will 
such persons be able to purchase shares in the placing).  

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person. 

 

United States  

The Investment Research is a publication distributed in the United States by Edison Investment Research, Inc. Edison Investment Research, Inc. is registered as an investment adviser with the Securities and Exchange 
Commission. Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a) (11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is 
a bona fide publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison 
does not offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, 
or that any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.                                                                           
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