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Will households’ foreign currency investments 
change? 
➢ Significant yen selling potential from change in households’ 

attitude toward investing 
➢ However, households headed by someone 60 or older hold 63.5% 

of all household financial assets in Japan; tend to value stability 
➢ Outward investment in securities much higher than Y3.0tn per year 

could suggest change in household investment behavior 
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Japan’s government is trying convert the country into an asset management powerhouse. 
One such initiative is the new NISA (Nippon Individual Savings Account), which will launch 
in 2024 with the aim of encouraging households to invest more. Unlike Western countries, 
cash and deposits account for more than half of the household financial assets in Japan 
(Chart 1). The government’s objective is to realize a “virtuous cycle of growth and 
distribution,” where cash and deposits go toward investments and the benefits of increased 
corporate value are returned to households, leading to further investment and 
consumption. 
 
There are some concerns about the impact on the yen exchange rate if these government 
initiatives result in more aggressive investing by households. The impact of the new NISA 
itself is not expected to be necessarily significant over the short term, but there is the 
possibility that the government initiatives will help to change households’ attitudes toward 
investing. In this report, we examine how changing attitudes toward investing among 
households could impact the yen exchange rate. 

 

Chart 1: Household Financial Asset Compositions in Japan, US, and Europe (as of end-Mar 2023) 

 
Source: BOJ; compiled by Daiwa. 
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Current household financial assets come to roughly Y2,000tn, of which yen-denominated 
cash and deposits account for more than half of that total at Y1,100tn (Chart 2). Cash and 
deposits now account for more than half of household financial assets and this situation 
has not changed for more than 20 years. This situation also underscores a strong bias 
among households towards cash and deposits (Chart 3). It is this cash and deposits 
portion that is expected to change as households become more active with their investing. 
 

Chart 2: Household Financial Assets (as of end-Sep 2023)  Chart 3: Household Financial Assets (as of end-Dec 1999) 

 

 

 
Source: BOJ; compiled by Daiwa. 
Note: Foreign currency portion of investment trusts is calculated based on the share of outward 

investment in securities in the securities investment trust sector of the Flow of Funds 
statistics. 

 Source: BOJ; compiled by Daiwa. 
Note: Foreign currency portion of investment trusts is calculated based on the share of outward 

investment in securities in the securities investment trust sector of the Flow of Funds 
statistics. 

 
The main points of interest in terms of any potential impact on the yen exchange rate are 
(1) How much of the approximately Y1,100tn in yen cash and deposits will be invested and 
(2) How much of it will be allocated to foreign currency-denominated assets. In terms of 
foreign currency-denominated assets, there has been little change in the share of foreign 
currency deposits, while there has been an increase in the share of outward investment in 
securities and investment trusts (foreign currency portion). If cash deposits were to move 
more toward investments with further foreign-currency investment, the increase would 
probably be in the outward investment in securities and the investment trust portions. 
 
We looked at how household financial assets are distributed by householder age bracket. 
As of 2019, households headed by someone 60 or older held 63.5% of all household 
financial assets in Japan (Chart 4). As this age group retires and starts to live off their 
pensions (= reduced income), the objective of their asset management will shift more 
toward stable interest and dividend income rather than asset price appreciation. As such, 
we believe that their home-country bias will be stronger compared to the younger 
generations. 
 
Chart 4: Distribution Conditions of Household Financial Assets by Generation 

  
Source: Cabinet Office; compiled by Daiwa. 
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(Y  tn) %  of  total

Total  assets 2,121.2 100.0
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Foreign currency deposits 6.7 0.3
Outward investment in securities 25.9 1.2
Investment trusts 41.2 1.9

Yen denominated 2,047.4 96.5
Cash and deposits (excl. foreign currency deposits) 1,106.3 52.2
JGBs, etc. 28.0 1.3
Equities / capital 272.9 12.9
Investment trusts (excl. foreign currency portion) 60.0 2.8
Insurance / pension funds 539.1 25.4
Deposits, etc. 41.2 1.9
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Total  assets 1,401.6 100.0
Foreign currency denominated 12.4 0.9

Foreign currency deposits 2.9 0.2
Outward investment in securities 4.7 0.3
Investment trusts 4.8 0.3

Yen denominated 1,389.2 99.1
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JGBs, etc. 51.6 3.7
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Insurance / pension funds 365.5 26.1
Deposits, etc. 61.4 4.4
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Actually, among stock and investment trust holders, those in their 20s and 30s hold the 
largest share of foreign-related financial assets, while the older the generation, the smaller 
this share becomes (Chart 5). For investment trusts with a large ratio of overseas assets, 
the share drops significantly from those age 50 and above, falling below the overall 
average for those in their 60s and above. At the very least, the potential for financial assets 
to be invested in new foreign currency assets from now on is not particularly large. 
 
Furthermore, even if the assets held by older generations are to be inherited, that does not 
necessarily mean that the assets will be transferred to a generation with a weaker home 
country bias. This is because the core generation group now inheriting assets in Japan are 
in their 50s and 60s. Those 60 and older hold roughly Y600~700tn of the total Y1,100tn in 
yen cash and deposits. For now, it is unlikely that the bulk of that amount will be newly 
invested in foreign currency assets. Any new investment in foreign assets would probably 
come from the remaining Y500tn (held by the working-age population). 
 
Chart 5: Percentage of Foreign-related Financial Assets Held by each Generation 

  
Source: Japan Securities Dealers Association; compiled by Daiwa. 
Note: Percentages based on 100% of stock and investment trust holders, respectively. 

 
Even if just 1% of the approximately Y500tn in cash and deposits held by the working-age 
population is newly invested in foreign currency assets each year, that would result in the 
selling of five trillion yen, which is not a small amount. The potential for long-term yen 
selling due to changes in household investment behavior is significant. We probably need 
to keep a close eye on that point from next year onward as it could impact the yen 
exchange rate. 
 
However, the only easily understandable change in the investment environment for 
households is the launch of the new NISA in 2024. It is probably unlikely that a large 
percentage of households that have not utilized NISA in the past will become more active 
in investing as a result of the introduction of the new NISA. This is because households 
with a strong interest in investing are likely already using the current NISA. From this point 
of view, we assume that households have tremendous potential for investment, but it is 
difficult to see an immediate change in their investment behavior. 
 
Of course, it is quite possible that government initiatives such as the new NISA will 
gradually take hold and households will become more active in investing. However, in that 
case, as well, it seems like the hurdle to investing some percentage of one’s income (flow) 
would be lower than that for investing in assets (stock). 
 
One-year household savings came to Y11.0tn in FY19 before the coronavirus outbreak and 
Y7.7tn in FY22, when conditions normalized with containment of the outbreak (Chart 6). 
These savings swelled to Y38.5tn and Y22.0tn in FY20 and FY21, respectively, due in 
large part to the coronavirus. However, looking ahead, households are likely to save 
roughly Y10.0tn per year, given that incomes have not increased significantly. 
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Of that Y10.0tn, at most 30% (about Y3.0tn) will be invested and at most another half of 
that amount (about Y1.5tn) will be invested in foreign currency assets. Yen selling to the 
tune of Y1.0tn to Y2.0tn each year is not that large. In other words, the amount of periodic 
investing from regular income, which is assumed to be a relatively easy investment option, 
is not particularly large, while the impact on the yen exchange rate is greater when cash 
and deposits already held by households are invested in foreign currency assets. 
 
The potential for households to invest in foreign currency assets from their cash and 
deposits is significant and should be closely monitored. However, as noted above, such 
potential is not likely to be realized immediately and the impact will only be seen over the 
long term. Considering that most household investments in foreign currency assets have 
been made through investment trusts, the investment behavior of the investment trust 
sector should be closely watched. The average annual outward investment in securities by 
the investment trust sector since 2005 is Y3.0tn (Chart 7). If the pace of outward 
investment in securities is seen to be much higher than that average, that could signal a 
change in households’ investment behavior. 
 

Chart 6: Household Annual Saving Amount  Chart 7: Investment Trust Outward Investment in Securities 

 

 

 
Source: Cabinet Office; compiled by Daiwa.  Source: MOF; compiled by Daiwa.  
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IMPORTANT 
 
This report is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be 
made at your own discretion and risk. Content herein is based on information available at the time the report was prepared and may be amended or otherwise 
changed in the future without notice. We make no representations as to the accuracy or completeness. Daiwa Securities Co. Ltd. retains all rights related to the 
content of this report, which may not be redistributed or otherwise transmitted without prior consent.  
 
Ratings 
Issues are rated 1, 2, 3, 4, or 5 as follows: 
1: Outperform TOPIX/benchmark index by more than 15% over the next 12 months. 
2: Outperform TOPIX/benchmark index by 5-15% over the next 12 months. 
3: Out/underperform TOPIX/benchmark index by less than 5% over the next 12 months. 
4: Underperform TOPIX/benchmark index by 5-15% over the next 12 months. 
5: Underperform TOPIX/benchmark index by more than 15% over the next 12 months. 
 
Benchmark index: TOPIX for Japan, S&P 500 for US, STOXX Europe 600 for Europe, HSI for Hong Kong, STI for Singapore, KOSPI for Korea, TWII for 
Taiwan, and S&P/ASX 200 for Australia. 
 
Target Prices 
Daiwa Securities Co. Ltd. sets target prices based on its analysts’ earnings estimates for subject companies. Risks to target prices include, but are not limited 
to, unexpected significant changes in subject companies’ earnings trends and the macroeconomic environment. 
 
Disclosures related to Daiwa Securities 
Please refer to https://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/e_disclaimer.pdf for information on conflicts of interest for Daiwa Securities, securities 
held by Daiwa Securities, companies for which Daiwa Securities or foreign affiliates of Daiwa Securities Group have acted as a lead underwriter, and other 
disclosures concerning individual companies. If you need more information on this matter, please contact the Research Production Department of Daiwa 
Securities. 
 
Explanatory Document of Unregistered Credit Ratings 
This report may use credit ratings assigned by rating agencies that are not registered with Japan’s Financial Services Agency pursuant to Article 66, Paragraph 
27 of the Financial Instruments and Exchange Act. Please review the relevant disclaimer regarding credit ratings issued by such agencies at:  
https://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/credit_ratings.pdf. If you need more information on this matter, please contact the Research 
Production Department of Daiwa Securities. 
 
 
Notification items pursuant to Article 37 of the Financial Instruments and Exchange Law 
(This Notification is only applicable to where report is distributed by Daiwa Securities Co. Ltd.)    
If you decide to enter into a business arrangement with our company based on the information described in this report, we ask you to pay close attention to the 
following items.  
 
 In addition to the purchase price of a financial instrument, our company will collect a trading commission* for each transaction as agreed beforehand with 

you. Since commissions may be included in the purchase price or may not be charged for certain transactions, we recommend that you confirm the 
commission for each transaction. In some cases, our company also may charge a maximum of ¥2 million per year as a standing proxy fee for our deposit of 
your securities, if you are a non-resident.  
 For derivative and margin transactions etc., our company may require collateral or margin requirements in accordance with an agreement made beforehand 

with you. Ordinarily in such cases, the amount of the transaction will be in excess of the required collateral or margin requirements**.  
 There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest 

rates, exchange rates, stock prices, real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could 
exceed the amount of the collateral or margin requirements.  
 There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by our company.  
 Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as 

certified public accountants.  
 
* The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current 
market conditions and the content of each transaction etc. 
** The ratio of margin requirements etc. to the amount of the transaction cannot be stated here in advance because it will be determined between our company 
and you based on current market conditions and the content of each transaction etc.  
 
When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take 
responsibility for your own decisions regarding the signing of the agreement with our company. 
 
Corporate Name: Daiwa Securities Co. Ltd.  
Registered: Financial Instruments Business Operator, Chief of Kanto Local Finance Bureau (Kin-sho) No.108  
Memberships: Japan Securities Dealers Association, The Financial Futures Association of Japan, Japan Investment Advisers Association, Type II Financial 

Instruments Firms Association, Japan Security Token Offering Association 
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