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Japan has a poor stock performance compared with the US in three decades (1989-2019). At the end of 
1989, the Nikkei 225 Index reached its all-time high (38,916); by the end of 2019, the index was 23,657, a 
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INTRODUCTION 
 

The Japanese stock market has a poor performance in the last three decades as a whole (1989–2019). 
In 1989, the Nikkei 225 Index reached its all-time high (nearly 39,000); in 2018, the index was still 40% 
below its all-time high, even though the Japanese economy was about 60% larger than that of 1989 
(Glassman, 2018). Moreover, Japan’s market capitalization was 45% of the global stock market in 1989; in 
2017, it was only 8.4% (Richards, 2017). Therefore, equity investors in the world cannot help wondering 
what has gone wrong with Japan’s long-term stock performance. 

In the most recent decade (2009–2019), however, the Japanese stock market has achieved decent 
returns. As Bird (2019b) points out, the performance of Japanese stocks is ranked second globally during 


