
 
 

Japan  
This Time For The Money 
Grant’s Interest Rate Observer  2013 Spring Conference 

Source(s): Japancrush.com 
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The New New Thing 

Source(s):  Taiyo Pacific Partners, Tokowaka – Continuous Renewal – Shrine being torn down and reconstructed for 61st time since 678. 

2013 is a Tokowaka Year in Japan, Time For Real Change  



3 

Source(s):  Grantham, Mayo, Otterloo (“GMO”). 

Alpha 

JG: Negative Real Returns in Traditional Assets Till 2020  
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Japan: A Developed Market With Solid Forecast Returns 

Source(s): GMO. 
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Japanese Equities are Cheap vs. ROW and to Own History 

Source(s): Taiyo Pacific Partners, Tradingeconomics.com. 

U.S.  2.77      2.36 



6 

Bonus: Depreciation Overstated, Book Value Understated  

Source(s):  Sloane Robinson.  

Accounting Differences Result in Significantly 
More Free Cash Flow in Japanese Corporations 
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Buffet’s Favorite Valuation Indicator Not Stretched Here  

Source(s)  Tradingeconomics.com.  

U.S.       0.7                 1.12 
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Current Rally is Just Getting Started, Lots of Headroom 

Source(s)  Strategas Research Partners, Sloane Robinson estimates. 

12% ROE, P/B 1.5, Plus Overshoot 
 
 
 
 
12% ROE, P/B 1.5  
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“Abenomics” is the Plan to Create the Tokowaka Renewal 

Source(s): Japantimes.co.jp, Instinct Capital. 
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Japanese Corporations Fighting Yen for Past Twenty Years 

Source(s):  Strategas Research Partners.  

New 
Targe
t 110 
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By Relentlessly Slashing Costs, Maintained Profit Margins 

Source(s):  Sloane Robinson, Nezu Asia.  
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Difficult Growth Environment, GDP Nearly Flat Since ‘96 

Source(s): Tradingeconomics.com. 
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Japan Mired in “Noflation” for 20 Years, New BOJ Target 2% 

Source(s): Tradingeconomics.com. 

Could Take Two Years, But 
Commitment Seems Real 
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BOJ Been on Sidelines Since Crisis, Let The War Begin… 

Source(s):  Strategas Research Partners, JP Morgan.  
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We Have Seen This Movie Before… 

Source(s): Japantimes.co.jp. 
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Abe I Challenged Hawkishness of Koizumi, Topix Doubled  

Source(s):  Nezu Asia. 
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Within Broad Bull Market, Some Really Huge Winners 

Source(s):  Nezu Asia. 
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Abe II Stimulus Will Sharply Increase Corporate ROE 

Source(s): Sloane Robinson.  
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Corporate Japan Could Experience Explosive EPS Growth 

Source(s):  Taiyo Pacific Partners, Daiwa Asset Management.  
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Like Abe I, There Will Be Winners and Losers This Time 

Source(s): Japantimes.co.jp. 
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With Yen at 2007 Level of 110, Toyota’s Profits Rise 70% 

Source(s):  Bigcharts.com.  

Same Price as 2007 with 
Materially Higher Profits 

         Toyota                     Nissan 
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Trading Companies Have Gotten Religion on ROE, Profits 

Source(s): Bigcharts.com. 

Marubeni                Mitsui 
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LDP Wants Financials Market Cap to Double, Big Tailwind 
Mitsubishi UFJ       Sumitomo Mitsui Financial 

Source(s):  Bigcharts.com.  
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LDP Wants Financials Market Cap to Double, Big Tailwind 

Source(s):  Bigcharts.com.  

     Mizuho        Japan Securities Finance 
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New Zombies: The Recent Short Squeeze Might Be Over 
              Sharp                   Panasonic       

Source(s):  Bigcharts.com.  
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New Zombies: Signs of Life or Dead Cat Bounce? UHDTV  

Source(s):  Bigcharts.com  

       Sony         Fujitsu 



27 

Airlines & Foods Struggled Last Reflation, TPP Change? 
       JAL         Japan Foods 

Source(s):  Bigcharts.com.  
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Diapers & Gen Y Clothes are En Fuego, Input Costs Rise? 

Source(s):  Bigcharts.com.  

       Unicharm        Fast Retailing 
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Be Careful What You Ask For, You Just Might Get It… 

Sayonara, Shirakawa-san, Konnichiwa, Kuroda-san, Ganbaru!  
Source(s): Japantimes.co.jp. 
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General 
This is neither an offer to sell nor a solicitation of an offer to buy interests in any investment fund managed by Morgan Creek Capital Management, LLC or its affiliates, nor shall there be any sale of securities in 
any state or jurisdiction in which such offer or solicitation or sale would be unlawful prior to registration or qualification under the laws of such state or jurisdiction.  Any such offering can be made only at the time 
a qualified offeree receives a Confidential Private Offering Memorandum and other operative documents which contain significant details with respect to risks and should be carefully read.  Neither the 
Securities and Exchange Commission nor any State securities administrator has passed on or endorsed the merits of any such offerings of these securities, nor is it intended that they will. This document is for 
informational purposes only and should not be distributed.  Securities distributed through Town Hall, Member FINRA/SIPC. 
 
Indices 
The index information is included merely to show the general trends in certain markets in the periods indicated and is not intended to imply that the portfolio of any fund managed by Morgan Creek Capital 
Management, LLC was similar to the indices in composition or element of risk.  The indices are unmanaged, not investable, have no expenses and reflect reinvestment of dividends and distributions.  Index 
data is provided for comparative purposes only.  A variety of factors may cause an index to be an inaccurate benchmark for a particular portfolio and the index does not necessarily reflect the actual investment 
strategy of the portfolio.  
 
Performance Disclosures 
There can be no assurance that the investment objectives of any fund managed by Morgan Creek Capital Management, LLC will be achieved or that its historical performance is indicative of the performance it 
will achieve in the future. 
 
Forward-Looking Statements:  
This presentation contains certain statements that may include "forward-looking statements" within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 
1934.  All statements, other than statements of historical fact, included herein are "forward-looking statements."  Included among "forward-looking statements" are, among other things, statements about our 
future outlook on opportunities based upon current market conditions.  Although the company believes that the expectations reflected in these forward-looking statements are reasonable, they do involve 
assumptions, risks and uncertainties, and these expectations may prove to be incorrect.  Actual results could differ materially from those anticipated in these forward-looking statements as a result of a variety 
of factors.  One should not place undue reliance on these forward-looking statements, which speak only as of the date of this discussion.  Other than as required by law, the company does not assume a duty to 
update these forward-looking statements. 
 
No Warranty 
Morgan Creek Capital Management, LLC does not warrant the accuracy, adequacy, completeness, timeliness or availability of any information provided by non-Morgan Creek sources, including accessibility of 
unavailable funds. 
 
Risk Summary 
Investment objectives are not projections of expected performance or guarantees of anticipated investment results.  Actual performance and results may vary substantially from the stated objectives with 
respect to risks. Investments are speculative and are meant for sophisticated investors.  An investor may lose all or a substantial part of its investment in funds managed by Morgan Creek Capital Management, 
LLC.  There are also substantial restrictions on transfers.  Certain of the underlying investment managers in which the funds managed by Morgan Creek Capital Management, LLC invest may employ leverage 
(certain Morgan Creek funds also employ leverage) or short selling, may purchase or sell options or derivatives and may invest in speculative or illiquid securities.  Funds of funds have a number of layers of 
fees and expenses which may offset profits.  This is a brief summary of investment risks.  Prospective investors should carefully review the risk disclosures contained in the funds’ Confidential Private Offering 
Memoranda.  No investment is risk free; loss of principal is possible.  Alternative investments involve specific risks that may be greater than those associated with traditional investments.  One should consider 
the special risks with alternative investments, including limited liquidity, tax considerations, incentive fee structures, potentially speculative investment strategies, and different regularly and reporting 
requirements.  There can be no assurance that any investment will meet its performance objectives or that substantial losses will be avoided.  
 
Safe Harbor Statement 
This presentation shall not constitute an offer to sell or a solicitation of an offer to buy, nor shall there be any sale of, the securities in any state or jurisdiction in which such offer or solicitation or sale would be 
unlawful prior to registration or qualification under the laws of such state or jurisdiction.  Forward-Looking Statements: This presentation contains certain statements that may include "forward-looking 
statements" within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934.  All statements, other than statements of historical fact, included herein are 
"forward-looking statements."  Included among "forward-looking statements" are, among other things, statements about our future outlook on opportunities based upon current market conditions.  Although the 
company believes that the expectations reflected in these forward-looking statements are reasonable, they do involve assumptions, risks and uncertainties, and these expectations may prove to be incorrect.  
Actual results could differ materially from those anticipated in these forward-looking statements as a result of a variety of factors.  One should not place undue reliance on these forward-looking statements, 
which speak only as of the date of this discussion.  Other than as required by law, the company does not assume a duty to update these forward-looking statements.  Past performance is no guarantee of future 
results.  The illustrations are not intended to predict the performance of any specific investment or security.  The past performance figures do not represent performance of any MCCM security and there can be 
no assurance that any MCCM security will achieve the past returns of the illustrative examples.  This is not an offering to subscribe for units in any fund and is intended for informational purposes only.  An 
offering can only be made by delivery of the Prospectus to “qualified clients” within the meaning of U.S. securities laws.  
 
 
 

Important Disclosures 
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Important Disclosures 
S&P 500 Index -- this is an index consisting of 500 stocks chosen for market size, liquidity and industry grouping, among other factors.  The index is a market-value weighted index – each stock’s weight in 
the index is proportionate to its market value.  Definition is from Standard and Poor’s. 
 
MSCI EAFE Index -- this is a free float-adjusted market capitalization index that is designed to measure developed market equity performance, excluding the US & Canada.  Morgan Stanley Capital 
International definition is from Morgan Stanley. 
 
MSCI World Index -- this is a free float-adjusted market capitalization index that is designed to measure global developed market equity performance.  Morgan Stanley Capital International definition is from 
Morgan Stanley. 
 
Nikkei-225 Index -- This is an index consisting of the price-weighted average of 225 top-rated Japanese companies listed in the First Section of the Tokyo Stock Exchange. The Nikkei Stock Average was 
first published on May 16, 1949, where the average price was Yen176.21 with a divisor of 225.   
 
Japan Topix - Also known as the Tokyo Stock Price Index, is a capitalization weighted index of all companies listed on the First Section of the Tokyo Stock Exchange. The index is supplemented by the sub-
indices of the 33 industry sectors. The index calculation excludes temporary issues and preferred stocks, and has a base value of 100 as of January 4, 1968. 
 
Citi JGB Index – this index is intended to measure the performance of a long position in 10-year JGB (Japanese Government Bonds) Futures. The underlying assets of 10-year JGB Futures are Japan-
government issued debt securities (JGBs) with a remaining term to maturity of not less than 7 years and not more than 11 years as of their issue date and the futures contract delivery date. 
 
MSCI Japan Index -- this is a free-float adjusted market capitalization weighted index that is designed to track the equity market performance of Japanese securities listed on Tokyo Stock Exchange, Osaka 
Stock Exchange, JASDAQ and Nagoya Stock Exchange. The index has a base date of December 31, 1987. Definition is from MSCI. 
 
JGB – refers to Japanese Government Bonds. 
 
BOJ– refers to Bank of Japan. 
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Contact Information 

Morgan Creek Capital Management, LLC 
301 W. Barbee Chapel Road, Suite 200 

Chapel Hill, NC 27517 
 

Phone: 919-933-4004 
Fax: 919-933-4048 

 

Contact: Andrea Szigethy 

Email:  aszigethy@morgancreekcap.com 
Web:  www.morgancreekcap.com 
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