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Atlantis Japan Growth Fund
The company was incorporated in Guernsey on 13th March 1996 and its share capital is denominated in US dollars. The company aims to achieve long-term capital growth
through investment wholly or mainly in listed Japanese equities.
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Performance Comment
After the summer consolidation, September was characterized by a
substantial increase in trading volume and net buying in some weeks
by local investors including investment trusts, corporations, and even
individuals. Overseas investors remained on the buy side in
September. Even so, there was considerable volatility and low quality
speculative stocks remained popular among local investors.
In September the Fund was up 12.6% which compares with a gain
of 8.9% for the Topix, note all figures in US dollars and on a total
return basis.
As of the end of September cash stood at ¥115 million and net
borrowings remained unchanged at ¥864 million. As a result net
gearing was around 7.8%. The yen ended the month at ¥97.89 to the
US dollar, a gain of 0.17% compared with the August closing of ¥98.06.
The Fund has no foreign exchange hedges of any kind and is holding
only listed Japanese equities excluding cash.
Investment Comment
As we have stressed in past newsletters, the trend and perceived
trend of GDP growth and corporate earnings greatly impact the
tendency of the market. We are encouraged by the fact that industrial
production is now positive year on year, for the first time in 2013.
Unemployment figures remain low, many corporations are expected
to boost their capital investments during the second half of the current
fiscal year ending March 2014, exports are increasing, consumer
spending is steady to higher, and government spending will probably
show a modest increase during the current fiscal year. The decision
to hold the Olympics in Tokyo in 2020 is also a positive and could help

to boost Japanese investor confidence over the coming few years.
We should also mention that land prices seem to have bottomed and
some areas are now witnessing increasing rather than decreasing
property prices, another sign that the economy continues to recover
slowly. Despite the fact that the Japanese population is now moving
sideways to slightly lower we note that many of the major population
centers are witnessing growth including greater Tokyo, Nagoya,
Osaka, and Fukuoka.
The government has indicated that they will go ahead with the hike in
the consumption tax from 5% to 8% which is scheduled to take place
on 1st April next year. As we have mentioned in previous notes, we
think the first quarter of the next fiscal year will be characterized by
lower GDP growth but look for a good bounce back during the
subsequent quarters of the fiscal year. An expected increase in
government spending, possibly a lower corporate tax rate, and a
continuation of the Bank of Japan’s easy money policy should help
overcome the negative impact of the hike in the consumption tax. For
the next fiscal year most economists are now suggesting GDP growth
of 1-2% in real terms and continued expansion of corporate earnings.
We continue to stress that we think Japanese stock valuations are still
reasonable to low but remind investors that stock picking will continue
to be very important and throwing money into yesterday’s blue chips
is probably not a very good long term strategy.
As always there are risks including the world economy, the US
economy, growth in Europe, the yen rate, geopolitical events,
forecasting difficulties, commodity prices, and the trend of major world
stock markets, especially New York.
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Investment Strategy

Portfolio Exposures

Year to date all sectors (note we are using the Nikkei 500 index which
divides these companies into 36 sectors) are in positive territory and
there seems to be some truth to the expression “a rising market lifts
all boats”, even boats that have holes. Nonetheless many of the better
performing sectors are up over 40% year to date versus increases of
under 20% or less for some of the poorer performing sectors.
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Yes, most of the better performing sectors are usually characterized
by good to spectacular earnings growth or the expectation of a good
recovery in earnings growth over the next few years. Some of the best
performing sectors which also seem to have good earnings potential
include rubber, machinery, electricals, autos, retailers, banks, brokers,
real estate, software, communication and services.
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Sector Breakdown
We continue to increase our exposure to cyclical growth companies
and recovery situations. However we are avoiding junk stocks and
companies that have little, if any, earnings growth potential. Even if a
company is selling on a big discount to book value we are not
interested, unless the company can also increase its earnings over
the next few years. We are making every effort to avoid value traps.

Machinery
Electric Appliances
Wholesale Trade
Info & Communication
Securities & Commodity
Real Estate
Services
Retail Trade
Banks
Transport Equipment
Insurance
Land Transportation
Warehousing & Harbor Trans.
Textiles & Apparels
Air Transportation
Other Financial Business
Construction
Pharmaceutical
Other Products
Oil & Coal Products
Chemicals
Cash
Borrowing

An example of a company we have been following for some time and
bought earlier this year is Tokai Tokyo Securities (code 8616) which is
now Japan’s fourth largest listed broker. Tokai has only limited
overseas business, has its headquarters in Tokyo, but has strong ties
to Nagoya. The company has an extensive retail network including 27
offices and is strong in the retail business but is also involved in
institutional sales and capital markets. Major shareholders include
several trust banks, insurance companies, and Toyota Motors.

% NAV

Business is now very strong and for the year ending March 2014 we
look for earnings of ¥85 per share and for March 2015 something over
¥100 per share, assuming the market remains strong. The shares sell
on a discount to book value and based on an expected dividend of
¥30 the estimated gross yield is now around 3.7%. The stock ended
the month at ¥819.
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Inception Date
Valuation
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UK Investment Trust
Guernsey
London Stock Exchange
10 May 1996
Daily
Management Fee 1.0%pa
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Top Ten Holdings % NAV
Daikin Industries
Nihon M&A Center
Toyota Motor
Sumitomo Mitsui Financial
Japan Aviation Electronics
Inaba Denki Sangyo
Toyota Tsusho
Mitsui Fudosan
Foster Electric
Saint Marc Holdings

4.7
4.0
3.9
3.9
3.6
3.5
3.4
3.1
3.1
3.0

Source: Tiburon Partners LLP. All figures in US$, and net of fees and expenses as at 30 September 2013

Fund Details and Contacts
Fund Detail
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Fund Broker

Investment Adviser

N+1 Singer, One Bartholomew Lane, London, EC2N 2AX
Contact: Sam Greatrex Tel: +44 20 7496 3029
sam.greatrex@n1singer.com

Tiburon Partners LLP
21 St James’s Square, London, SW1Y 4JP
Contact: Investor Services Tel: +44 20 7747 5770
investorservices@tiburon.co.uk

Shareholder Enquiries
Computershare Investor Services (Jersey) Ltd
Queensway House, Hilgrove Street, St. Helier, Jersey, JE1 1ES
Contact: Nicola Baird,
Tel: +44 1534 281 856, Fax: +44 870 873 5851
nicola.baird@computershare.co.je

Investment Contact

Administrator

Atlantis Investment Research Corporation (‘AIRC’)
Hamamatsu-cho Square, Studio 1805,
1-30-5 Hamamatsu-Cho, Minato-Ku,
Tokyo 105-0013, Japan
Contact: Ed Merner or Taeko Setaishi
Tel: +81 3 3436 6321, Fax: +81 3 3436 6322

Northern Trust International Fund Administration Services
(Guernsey) Ltd
Trafalgar Court, Les Banques, St Peter Port, Guernsey, GY1 3QL
Tel: +44 14 8174 5001, Fax: +44 14 8174 5051

Tiburon Partners LLP is authorised and regulated by the Financial
Conduct Authority

This newsletter is prepared on behalf of the Atlantis Japan Growth Fund Limited (the "Fund") by Tiburon Partners LLP ("Tiburon"), authorised and regulated by the United Kingdom Financial Conduct Authority
("FCA"), and does not constitute an offer of or solicitation to buy shares in the Fund ("Shares"). Any application for Shares must be made solely on the basis of the Atlantis Japan Growth Fund Limited prospectus.
This newsletter is being communicated by Tiburon only to persons who qualify as (a) eligible counterparties, (b) professional customers or (c) exempted recipients under any of the exemptions to section 21 of
the United Kingdom Financial Services and Markets Act 2000 (FSMA). Investors in the Fund will be shareholders in the Fund and not customers of Tiburon. As such they are advised that in respect of an
investment in the Fund they will not generally benefit from the protection of FSMA and provisions made thereunder or the United Kingdom Financial Services Compensation Scheme and will not have access
to the United Kingdom Financial Ombudsman Services in the event of a dispute. Past performance is not necessarily a guide to the future performance. The value of Shares in the Fund and the income derived
from them may go down as well as up. Changes in rates of exchange may be one of the causes of the value of investment in the Fund to go up and down. This newsletter is written for the benefit of the category
of persons described above. It is not addressed to any other person and may not be used by them for any purpose whatsoever. It expresses no views as to the suitability of the investments described herein
to the individual circumstances of any recipient.

