
 

360 N. Pacific Coast Highway, Suite 1060, El Segundo, CA 90245   |    Phone: +1 424 231 9100     |    www.daltoninvestments.com 
 

 

6 October 2025 

Sanae Takaichi’s Historic LDP Victory: Political Milestone and Market Response 

 

Sanae Takaichi’s election as leader of Japan’s Liberal Democratic Party (LDP) marks a historic 
milestone, in that she is likely to become the country’s first female prime minister. Her leadership 
is expected to bring renewed political stability, policy continuity, and improved market confidence. 

A seasoned politician with strong conservative credentials, Takaichi is known for her advocacy of 
constitutional reform and her commitment to continuing Shinzo Abe’s economic policies. Her 
leadership as LDP president, set to run through September 2027, ensures a period of political 
stability, with no major elections expected until 2028. This should provide a favorable 
environment for policy implementation and it is hoped that with fresh leadership, cabinet approval 
ratings will rise from their recent historic lows. However, with the ruling coalition having lost its 
majority in both Houses, effective governance will depend on ad hoc cooperation with opposition 
parties, particularly the Democratic Party for the People (DPP), which shares Takaichi’s focus on 
income growth and industrial competitiveness. Meanwhile, the rise of the right wing Sanseito 
party introduces an unpredictable element to policymaking, especially given Takaichi’s nationalist 
and security-focused agenda. 

Policy & Macro Implication 

Under Takaichi’s leadership, Japan is expected to see policy continuity with a conservative tilt. 
Rising tax revenues and a projected primary surplus create room for targeted fiscal measures, 
such as tax cuts. In addition, Takaichi’s support for Abenomics suggests the Bank of Japan (BOJ) 
will remain cautious on rate hikes, keeping monetary conditions accommodative and the yen 
relatively weak, benefiting exporters. While headline inflation rose +2.7% year on year (YoY) in 
August, the core measure for inflation (excluding food and energy) was just +1.6%, suggesting 
underlying inflation is subsiding. Scheduled cash earnings rose +2.0% YoY in July, indicating that 
real wages could soon turn positive. In our view, this macro backdrop is favorable for equities 
and, combined with political stability, should provide a strong tailwind for Japanese stocks. 

In our view, the key challenge to Takaichi from a macroeconomic perspective will be supporting 
households and consumption. Both tax revenue and corporate margins in Japan continue to 
expand, while households have so far faced the brunt of inflation. While Japanese saver 
participation in risk assets such as the stock market and real estate is increasing, most 
households continue to have very limited risk asset exposure, meaning they face erosion of real 
savings. In addition, there is a risk that Takaichi’s hardline stance on security may negatively 
influence regional relations, particularly with China. 

The immediate market reaction to Takaichi’s victory has been positive, with the Nikkei index 
surging 4.8% on Monday 6 October, taking the index close to JPY 50,000 for the first time (Chart 
1). A driver of this market reaction has been the perceived decrease in the probability of a rate 
hike by the BOJ under Takaichi (Chart 2). 
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Chart 1: Nikkei performance (JPY) 

 
Source: Bloomberg, as of 6th October 2025. 
 
 
 
 

Chart 2: Market-implied BOJ policy interest rate (Bloomberg World Interest Rate Probabilities) 

 
Source: Bloomberg, as of 6th October 2025. 
 

Outlook 

Takaichi’s election brings political stability to Japan at the leadership level, though legislative 
negotiation will remain important due to her coalition’s lack of a majority. Rising tax revenues and 
a projected primary surplus provide room for targeted fiscal measures, supporting corporate 
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earnings and household consumption, while debt levels and structural constraints warrant 
monitoring. 

Her policy focus on defense, infrastructure, technology, and semiconductors aligns with Japan’s 
long-term growth and innovation agenda, providing sectoral tailwinds. At the same time, ongoing 
capital market reforms—including improved disclosures, regulatory modernization, and 
stewardship code enforcement—are expected to continue, reinforcing investor engagement and 
value creation. 

Overall, we remain optimistic that the environment will support near-term growth and market 
confidence in Japan, while providing opportunities for active shareholder engagement, stronger 
governance, and long-term value creation—offering a continued tailwind for engagement-focused 
managers such as Dalton. 
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IMPORTANT INFORMATION 
This document has been prepared for qualified investors, is provided for informational purposes only, and does not constitute a 

solicitation of any shares in any investment vehicle managed by Dalton Investments.  Such solicitations can only be made to qualified 

investors by means of the private placement memorandums, which describe, among other things, the risks of making an investment.  

Additionally, this presentation does not constitute investment advice of any kind.  

All of the information in this document relating to Dalton Investments, Inc., regulated by the U.S. Securities and Exchange Commission 

(SEC).  SEC registration does not imply SEC endorsement.  No representation or warranty can be given with respect to the accuracy or 

completeness of the information, or with respect to the terms of any future offer of transactions conforming to the terms hereof.  Certain 

assumptions may have been made in the analysis which resulted in any information and returns/results detailed herein.  No 

representation is made that any results/returns indicated will be achieved or that all assumptions in achieving these returns have been 

considered or stated.  Additional information is available on request.  Opinions and estimates offered constitute our judgment and are 

subject to change without notice, as are statements of financial market trends, which are based on market conditions.  Unless otherwise 

indicated, figures presented are preliminary, unaudited, subject to change and do not constitute Dalton’s standard books and records.  

Individual portfolio account returns and holdings within a referenced Dalton composite may vary substantially for such factors including, 

among others, account specific restrictions – e.g. whether currency investments are permitted, timing of transactions, contributions, 

withdrawals, and market conditions at the time of investment.  

PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE PERFORMANCE. THE VALUE OF THE INVESTMENTS AND THE INCOME 

FROM THEM CAN GO DOWN AS WELL AS UP AND AN INVESTOR MAY NOT GET BACK THE AMOUNT INVESTED.  THESE 

INVESTMENTS ARE DESIGNED FOR INVESTORS WHO UNDERSTAND AND ARE WILLING TO ACCEPT THESE RISKS. PERFORMANCE 

MAY BE VOLATILE, AND AN INVESTOR COULD LOSE ALL OR A SUBSTANTIAL PORTION OF ITS INVESTMENT. 

Any estimates, projections or predictions (including in tabular form) given in this communication are intended to be forward-looking 

statements.  Although Dalton believes that the expectations in such forward-looking statements are reasonable, it can give no assurance 

that any forward-looking statements will prove to be correct.  Such estimates are subject to actual known and unknown risks, 

uncertainties and other factors that could cause actual results to differ materially from those projected.  These forward-looking 

statements speak only as of the date of this communication.  Dalton expressly disclaims any obligation or undertaking to update or 

revise any forward-looking statement contained herein to reflect any change in its expectations or any change in circumstances upon 

which such statement is based. 

Please note that neither the Funds/Composites nor the Investment Manager/Investment Advisor complies with the requirements of the 

Alternative Investment Fund Managers Directive (“AIFMD”) of the European Union. No direct or indirect offering or placement of shares 

by or on behalf of the Funds/Composites or the Investment Manager may be made to or with investors in member states of the European 

Union in breach of either the applicable requirements under the AIFMD or the private placement regime in each relevant member state. 

You are receiving this presentation either because (a) you are an existing investor and we are sending you an update to discharge our 

obligation, or (b) you have previously requested for submission of such information. If neither of these apply to you, please kindly ignore 

this presentation and reply to InvestorRelations@daltoninvestments.com with the subject “AIFMD distribution list review” as soon as 

possible so that we can remove you from our relevant distribution list in the future. 

Any specific securities referenced herein are holdings as of the date identified in the document and any performance information relates 

only to the period covered by this document.  No inferences should be made as to the profitability of specific positions overall. 

 

 

 

 


