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Post-tax-hike Demand Better than Feared 

Consumer demand has been recovering at a better-than-expected pace after dropping sharply earlier in 
April due to the sales tax hike, from 5% to 8%, implemented on 1st of April, revealed a Nikkei poll which in 
late April asked 100 major retailers including department stores, supermarkets and specialised shops. 

The survey showed more than 70% of respondents think sales in April were “in line” with or “better” than 
their expectations, broadly regardless of sectors. Twenty-four percent said April sales were flat or higher 
year-on-year with particular strengths at supermarkets with a variety of daily dishes and apparel shops 
focusing on spring clothing. To the same question at the end of last year, only 4% expected flat to higher 
year-on-year sales for this April. 

For the 1H of 2014 (Jan-Jun), nearly a half (48% excluding no reply) anticipates stronger sales than those a 
year earlier with rush demand in the first 3 months this year more than offsetting dented sales post the tax 
hike. Relatively weak were department stores highly dependent on high-ticket items, drugstores selling 
daily goods/cosmetics and DIY shops. More than 80% expect the negative tax impacts to disappear by end 
June.  
 
 

 
 
 

 
In the stock markets, clear divergence has been emerging depending on earnings results. Firms seen to have 
strong earnings power have been staging strong rallies after their earnings announcements. Printer maker 
EPSON soared 18%, machine tool vendor Okuma jumped 9% and electronic parts makers Murata and 
Nitto Denko both added 7%. 

In stark contrasts are those disappointing investors’ expectations. Honda lost 5% after guiding lower profits 
citing emerging markets weaker currencies despite looking for stronger unit sales. Shiseido, down 4%, is 
suffering from weaker cosmetic sales post the tax hike and burdens from upfront investment overseas. On 
Thursday, Sony announced its third downward revisions for FY13 with a net loss of JPY130bn, or 
JPY20bn worse than its February guidance, due to wider one-time losses caused by its PC business 
divestment. 

Separately, the Abe administration appears making one step forward towards long-waited corporate tax cuts. 
It reportedly mulling to stipulate “gradually cutting corporate taxes starting from FY2015” in policy 
guidance, dubbed “large-bone policies”, to be announced in June by the Council on Economic and Fiscal 
Policy, aiming to reduce the tax rate from around 36% (in Tokyo) to below 30% levels. 

 

Notes: SMAM notes based on Nikkei reports 
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Disclaimer 
 
Please read this disclaimer carefully. 
 This material is for non-Japanese institutional investors only. 
 The research and analysis included in this report, and those opinions or judgments as outcomes thereof, are intended to introduce or 

demonstrate capabilities and expertise of Sumitomo Mitsui Asset Management Company, Ltd. (hereinafter “SMAM”), or to provide information 
on investment strategies and opportunities. Therefore this material is not intended to offer or solicit investments, provide investment advice or 
service, or to be considered as disclosure documents under the Financial Instruments and Exchange Law of Japan. 

 The expected returns or risks in this report are calculated based upon historical data and/or estimated upon the economic outlook at present, 
and should be construed no warrant of future returns and risks. 

 Past performance is not necessarily indicative of future results. 
 The simulated data or returns in this report besides the fund historical returns do not include/reflect any investment management fees, 

transaction costs, or re-balancing costs, etc. 
 The investment products or strategies do not guarantee future results nor guarantee the principal of investments. The investments may suffer 

losses and the results of investments, including such losses, belong to the client. 
 The recipient of this report must make its own independent decisions regarding investments. 
 The opinions, outlooks and estimates in this report do not guarantee future trends or results. They constitute SMAM’s judgment as of the date 

of this material and are subject to change without notice. 
 The awards included in this report are based on past achievements and do not guarantee future results. 
 The intellectual property and all rights of the benchmarks/indexes belong to the publisher and the authorized entities/individuals. 
 This material has been prepared by obtaining data from sources which are believed to be reliable but SMAM can not and does not guarantee 

its completeness or accuracy. 
 All rights, titles and interests in this material and any content contained herein are the exclusive properties of SMAM, except as otherwise 

stated. It is strictly prohibited from using this material for investments, reproducing/copying this material without SMAM’s authorization, or from 
disclosing this material to a third party. 
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