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NAVF Q3 2025 commentary 

 

 Annualized Cumulative 

  JPY Sterling/Yen 
FX Change GBP JPY  FX GBP 

21/2/ 2020 to 31/12/2020 10.56% 3.02% 13.58% 10.56% 3.02% 13.58% 

Year Ending 31/12/2021 35.01% -12.73% 22.28% 49.26% -
10.38% 38.88% 

Year Ending 31/12/2022 5.32% -1.86% 3.46% 57.20% -
13.52% 43.68% 

Year Ending 31/12/2023 39.64% -16.51% 23.12% 119.51% -
42.60% 76.91% 

Year Ending 31/12/2024 26.27% -11.06% 15.21% 177.17% -
73.36% 103.82% 

1st Quarter  
31/12/2024-31/03/2025 1.36% 1.85% 3.21% 180.94% -

70.58% 110.35% 

2nd Quarter  
31/03/2025-30/06/2025 6.55% -2.32% 4.23% 199.35% -

80.10% 119.25% 

3rd Quarter  
30/06/2025-30/09/2025 10.72% -0.58% 10.14% 231.43% -

89.96% 141.47% 

2025 Year 19.58% -1.10% 18.48% 231.43% -
89.96% 141.47% 

Since Inception 21/02/2020-30/09/2025 23.55% -6.71% 16.83% 231.43% -
89.96% 141.47% 

 

Market Update  

The purpose of this report is to provide a quarterly commentary on key events and themes affecting 
NAVF. The 3rd quarter of 2025 brought historically high volatility to the Japanese stock market. The 
market reached a new high early in July as this year’s rally was sustained. However, the market then 
corrected sharply toward the end of July and a significant dislocation occurred in early August due 
to the combination of weaker US economic data and the Bank of Japan’s (BoJ) action in raising 
interest rates. Changes to the interest rate picture caused a significant swing in the currency market 
with the yen strengthening sharply against sterling. It is worth noting, though, that this advantage 
has been reversed in early Q4 as the probability of rate hikes has receded with the uncertainty 
caused by Sanae Takaichi’s rise to the leadership of the LDP. 

Japanese shares stabilised at the end of August/beginning of September. Nevertheless, a wobble 
at the very end of Q3, the result of the uncertain LDP presidential election, caused a short-lived fall 
in the market. As a result, the quarterly return of TOPIX Total Return was -4.4% in local currency 
terms. 

The yen’s strength also had material impacts on sector performance. Domestically oriented sectors 
such as retailers, construction, and information & communication performed well, while exporters, 
such as automakers and machinery manufacturers, suffered. Smaller companies, NAVF’s chosen 
bailiwick, held up well compared to large cap stocks. 
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Performance Review  

Despite some volatility, the Japanese equity market delivered gains this quarter in sterling terms, 
with the benchmark MSCI Japan rising +10.07% and the MSCI Smaller Cos Japanese index up 
11.31%. NAVF recorded a reasonable +10.14% (net of fees) during the quarter. However, year-to-
date, NAVF is better by 18.48%, outperforming the MSCI Japan return of 12.27%, and narrowly 
beating the MSCI Smaller Cos’ improvement of 18.45%  

 

      
 

       
      
      
      
      
      
      
      
      
      
      
      
      
      
      
      
      
      
      
      
      
NAVF NAV Cumulative Performance: 141%   
NAVF Share Price Cumulative Performance: 134%   
MSCI Cumulative Performance:  53%   
MSCI Small Cap Cumulative Performance: 42%   

 

Currency 

The yen’s recent depreciation, intensified by uncertainties surrounding U.S. tariff policies, has 
continued to impact sterling-based returns of the unhedged NAVF portfolio. However, we are not 
going to question our strategic choice to maintain our unhedged yen exposure at this stage! We 
remain confident in its long-term value and will continue to benefit as, gradually, rates rise in Japan, 
and the yen regains some, if not all, of its lost ground. 
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NAVF Performance

NAVF NAV NAVF SHARE PRICE

MSCI JAPAN MSCI Japan Small Cap Net Total Return
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NAVF (GBP) Cumulative Performance: 141.5%    
NAVF (JPY) Cumulative Performance: 231.4%    
JPY/GBP Cumulative Performance: -27.3%    

 

Quarterly attribution 

Q3 2025 NAVF          
          

  NAVF  
AVG 

Weight 
Total 

Return Contribution 

Top 5 Performance Hogy Medical Co., Ltd. 11.23 33.27 3.25 
  Eiken Chemical Co., Ltd. 9.14 13.06 1.18 
  Ebara Jitsugyo Co., Ltd. 4.49 24.69 1.02 
  Teikoku Sen-I Co., Ltd. 5.43 18.96 0.99 
  Murakami Corporation 5.74 16.79 0.91 
Top 5 Detractors ASKA Pharmaceutical Holdings Co., Ltd. 7.07 -5.93 -0.42 
  Helios Techno Holding Co., Ltd. 2.30 -2.99 -0.11 
  Bunka Shutter Co., Ltd. 7.55 -2.36 -0.09 
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Currency Matters

NAVF GBP NAVF JPY JPY vs GBP
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  INTAGE HOLDINGS Inc. 1.07 -3.63 -0.02 
  XNET Corporation 0.04 -0.58   0.00 

 

Analysts’ comments on key stocks and engagement update: 

Hogy Medical Co., Ltd. 

Hogy Medical stock delivered a strong rebound in Q3 2025, emerging as the top contributor to NAVF 
Select’s performance with a return of +30.5%, following a challenging Q2 where it had been the 
fund’s weakest performer. The sharp recovery was driven by market speculation around a potential 
go-private transaction with Jamie Rosenwald’s appointment to the board, as reported by Merger 
Market, which significantly boosted investor sentiment and the company’s share price.  

Eiken Chemical Co., Ltd. 

Eiken Chemical’s stock rose +10.7%, bolstered by two Dalton-nominated directors enhancing board 
strategy, demonstrating its strategic importance within the NAVF Select portfolio during Q3 2025. 
The company remains a leader in fecal immunochemical testing (FIT) technology, with strong 
domestic market share and a growing international footprint. Dalton believes that continued 
engagement and strategic pressure will unlock shareholder value. The company’s technological 
leadership and expanding global reach position it well for long-term growth. 

Aska Pharmaceutical and Bunka Shutter 

Our war of words with Aska Pharmaceutical and Bunka Shutter, over their threatened use of the 
atavistic weapon of a 'poison pill' to deter large shareholders, accelerated during the third quarter. 
Our response to this overly protective and market-illiterate tactic was published in a letter to Aska 
Pharma of 10th September (available on our 'cousin' Dalton Investments' website).  

RSM/Dalton has been encouraging the management teams at both companies to consider MBOs 
and to meet with private equity firms about the benefits of going private. Despite managements’ 
resistance to potentially delisting, we continue to engage with both companies on ways to improve 
shareholder returns and have made these efforts public, so that other shareholders can also press 
management for continued corporate value enhancements. 

Fuji Media Holdings 

NAVF, in conjunction with its affiliates Rising Sun Management Ltd (RSM), NAVF Select, and Dalton 
Investments, has remained highly engaged throughout the quarter with companies where the 
consortium or ‘concert party’ holds significant stakes. On 23rd July, RSM wrote to Fuji Media Holdings 
(FMH) to congratulate the new board on their appointment, to welcome their ‘Reform Action Plan’, 
and to remonstrate against the cowardly proposed defensive measures put forward to frustrate the 
build-up of the Murakami family’s shareholding. On the last day of September, Fuji Media Holdings 
(FMH) released an update on their 'Reform Action Plan'. We welcomed their intention to increase 
buybacks and increase asset and cross-holding sales, with the partial sale of their holding in Toei 
Animation already announced. Similarly, their intention to increase operating profit and reduce equity 
capital is admirable, but there was no detail or indication of timing. We continue to believe the 
company's principal problem is its conglomerate structure and its resultant trading at a discount to 
fair value. We have again written to FMH in mid-October and sent them a slide deck explaining why 
the real estate business must be sold off now. Both this letter and its attachment are available on 
the NAVF website - we think they make interesting reading, we hope the board will too! 
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Teikoku Sen-I Co., Ltd. 

Teikoku Sen-I gained +16.48%, driven by strong airport securities margins. 

Ezaki Glico Co., Ltd. 

Ezaki Glico advanced +5.27%, supported by consumer demand and governance gains, and by our 
disclosure of increased ownership being seen as heightening activist pressure. 

Murakami Corporation 

Murakami climbed +14.35%, reflecting operational strength. 

Helios Techno Holding Co., Ltd. 

Helios dropped -5.01% due to sector headwinds. 

INTAGE HOLDINGS Inc. 

INTAGE fell -5.63% amid market corrections. 

XNET Corporation 

XNET dropped -4.06%, with negligible impact due to its small weighting. 

Commentary on the new Japanese administration from Dalton KK’s Tokyo analysts: 

“Sanae Takaichi’s Next Chapter as Japan’s First Female Prime Minister” October 2025 

On 21 October 2025, Sanae Takaichi was formally elected as Japan’s first female Prime Minister, 
marking a historic moment in the nation’s political history. However, what was expected to be a 
straightforward transfer of power when Takaichi-san won the leadership race for the ruling Liberal 
Democratic Party (LDP), instead developed into a political drama, with the sudden collapse of the 
26-year coalition between the Liberal Democratic Party (LDP) and its junior partner Komeito. On 20 
October it was announced that the LDP had found a new coalition partner in the right-leaning Japan 
Innovation Party (Ishin), giving Takaichi-san the backing needed to win a vote for Prime Minister in 
Japan’s lower house of parliament. 

While the surprise exit of Komeito introduced near-term political uncertainty, Dalton sees no material 
change to the medium-term policy outlook for Japan. On the contrary, early cabinet appointments 
and the LDP’s formation of a new coalition with Ishin suggest continued alignment on economic 
policy and structural reform priorities. 

Market Reactions: From Euphoria to Caution 

Markets initially cheered Takaichi-san’s leadership prospects. The Nikkei index surged toward the 
symbolic 50,000-yen mark, boosted by expectations for political stability, defense-sector spending 
and policy continuity under the so-called “Takaichi trade.” However, following her formal election as 
Prime Minister, markets pulled back from the initial gains. Stocks in sectors such as defense, 
infrastructure, and cybersecurity saw broad sell-offs in a classic “sell-the-fact” reaction. 

We see the market reaction as a normalization of early enthusiasm, rather than any material shift in 
sentiment toward the new leadership. As the new administration shifts from campaign mode to actual 
policy delivery, investors are recalibrating their expectations. 
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Policy Direction Intact: Growth-Focused Cabinet Signals Continuity 

Takaichi-san’s appointment of Satsuki Katayama as Minister of Finance has attracted particular 
attention. A former Ministry of Finance official, Katayama is known for advocating a “responsible 
proactive fiscal policy” - balancing growth-friendly spending with fiscal discipline. She is also a vocal 
supporter of the “Financial Asset Nation” initiative, which seeks to deepen household participation in 
Japan’s capital markets - a key reform priority for the Takaichi administration. 

Katayama-san’s stance is likely to reassure markets that fiscal stimulus will remain targeted and 
responsible, supporting both household consumption and equity markets. 

Outlook: Policy Continuity with a Shift in Political Dynamics 

We maintain our view on Japan’s near-term macroeconomic and market outlook: 

• Policy continuity is intact, with the Bank of Japan expected to remain accommodative and fiscal 
measures targeted toward household support and industrial competitiveness. 

• Household income growth and capital market participation are likely to remain key themes, 
especially under Katayama-san’s influence at the Ministry of Finance. 

• Structural reforms and regulatory modernization, especially around corporate governance, 
innovation and investor protections should proceed as planned. 

• Defense and technology sectors remain strategically prioritized but may experience near-term 
volatility as policy is translated into action. 

In summary, Takaichi-san’s formal rise to the premiership marks a pivotal moment for Japan. While 
the political landscape has shifted more abruptly than anticipated, the direction of economic policy 
remains fundamentally unchanged and, in some respects, may benefit from greater decisiveness 
under a more ideologically coherent coalition. 

We look forward to seeing how the new administration’s policies unfold and remain focused on 
identifying opportunities for long-term value creation.  

Evolving Market Dynamics: Japan as a Market for Corporate Control 

A significant development that is more relevant to Select’s investment strategy is the Japanese 
market’s accelerating transformation into a genuine market for corporate control. This evolution is 
increasingly embedding control premiums into stock valuations, creating substantial benefits for 
investors while compelling corporate executives to uphold rigorous capital discipline or risk becoming 
acquisition targets. Several notable developments this quarter underscore this trend: 

1. Record Take-Private Activity 

Thirty-two take-private transactions were announced, exceeding last year’s 19, with record 
numbers and aggregate value by September’s end. Pressure from the Tokyo Stock 
Exchange (TSE), shareholders, and strategic buyers is driving action. 

2. Increasing Competition in TOB Processes 

Competing bids are now common. Effissimo Capital Management opposed Pacific 
Industrial’s MBO at Taiheiyo Industries with additional share purchases and launched a 
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counter TOB for Soft99 at a higher price. The Murakami family amassed over 15% in 
Mandom’s MBO, showing robust market checks that challenge management but favor 
shareholders. 

3. Government Approval of Yageo’s Acquisition of Shibaura Electronics 

METI approved Yageo’s unsolicited bid for Shibaura Electronics, a “core business” with 
military applications, despite management opposition and a Japanese white knight. The 
September approval, with conditions, signals government support for shareholder value, 
surprising executives and boosting confidence in Japan’s markets. 

Outlook 

Takaichi’s leadership and a potential LDP-DPP coalition offer stability and reform momentum. The 
TSE’s governance push, coupled with record take-private activity, strengthens NAVFs focus on 
undervalued small-caps with governance potential.  

We remain actively engaged with the managements of our portfolio companies and committed to 
increasing long-term shareholder value – the mission has not changed, but the landscape is slowly 
evolving in our favour. 
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