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Inside the Market By Patrick Bloomfield

For contrarians, Japan beckons

Thie linae Lo buy Socks is when they
are down, bat not eut. and leok 25 0f
they will survive Lo fse aother day.

That s rn'&'i&l:l'_l-'lhc thinking thal
& few bl centrarans have [n minad
Foe e Todovo markel. A% ot fcumn-

e, the Microsodl Investor Network
il @ peccnd plice ot thres o
trarians making their pich at the
Moraingatar Mutieal Pusd coaler
croe in Chicago,

Moalreal contrarian Benjamin
Horwoodd, presiclent of Valae Colk
trarian Assed Mamagpoment, echoes
their thene: “For conlramsans, rooss
sicn-eracked Japan beckons.”

i Fn%lhrglk;uﬁt 1:#-t.jlla¢ ::I:dtt; are

nely. cig Lo Japan T
house tike place this Sunday. ﬁ'&-
thay are oul of the way, Prime Minis
ter Hvutirg Hashimelo and his gow
ernment can get down o shulting
denwn strelehercate banks, pelting
problem lowms off the beoks and ol
Eing Looes — or so the opimiele sy,

Mot every Mol Amierdcan money
manager shares this oplimism. Most
watilld like 0o wait unil there are
same credible indications of action,

Heatwaod ke no boses aboul
the e patere of Japan's ecomomic
wnes, [rmoss domestic product fefl in
the first cuaster of iz year al an ae
oidized ale of 5755

Japam, he siresaes, i@ aullesing
e than a eyelbeal dowatarn inthe
business cpcle The dismal perfor-
mianee of e Tokye stock wmarkel
fonce the top glbal performer)
speaks for serious etonomic and o
litical mansgenent

Speifically, Horwood amgues tha
the oconomy, and lopaneee bl
resscs in particular, allocate capilal
incliciently, The financial system
cresitiad alter this Second Workd War
was designed to lurn Japan's ingres
give mavings sccumalalion into cheap
leans for industry theough the banks.

T, the banks have mof opcrated

az profikdriven entities acoourtable
to independent shareholders, i as
govemnnienttnlloenced instbations

serving indusiry — orwhat Hoowood
tless as e “incestucus elrel
i svEten,

The heinctsy sysbem is a groupang
af inddastris] companics around one
of the major banks, The banks own
aluares in Uhese -a:wn!pnn‘u.-,t and make
Roxarss b Ehiem Al oy rates, Thie cor

rations, im furm. own shares in e

ks and in each olher.

[ keepimge with this cosy reltion:
slhip, & bank keeps lendisg to comipa:
rics in its growp, even H it s b firar-
cial tronhle. And the companics by
frvan exch other, mepardless of peice.

Investing in gloom
and doom often
generates the

best gains

The et effect has boen to insulale
‘the bankamrvred firms from the
miarketplace and from shaselollers.

As Horwood segpests, lus old
pitls metwork i changring. And itis no
51I:‘:|!r'rﬁ|‘," et =oame of fapain's mull
nivineal seccess wones — sch as
Homda Mator Co. L., Tewvola Moloes
Coma and Somy Musie Entertabie
arend §spsm) = have been ingdeen:
dent of these insSntional nestworks.

Horwood says contrary io Lhe
Morth Aonerican beliel that man-
angers are best peotivited whes hisre
aren aeney i ted op in the business,
Japanecze managemenl wsually ovwns
no zhares in e company 1 works
for, altheugh holding =tock optioas
has pecently become aocepialie,

Wethaut fealiing a salul stabe in 2
company, and with a seady capical

condult, what Is thepe o spur man-
alzemenl to pay hesd (o oulside
shareholders or the marksplace?

Japan®s major npedEment 0 eon
fromic pecovery Bes in e problen
loans fromm ils finamcial system,
whach Horwaod exiiimates 1o be near
LEEh5] billion. The govermeswent re
cemly anegunced 31 bamch of indlie
tives braadly similar te the mseadures
Washinpton took when it, oo, faced
the daunting tazk of cleaning up
prrabliem laans is is hanlinge sysiem,

BBt o meakie this work, you have (o
el bad assels ﬂ.‘u‘:.t;? real eslale)
that are tee calkvier for e bad
loans off the banks' books and inlo
the markeipleoe, That B casber sakl
than done, in the fzoe of bankers’ e
lsctanee b bite the bullel. Invesiors
arcabd e wioadd o wiiting o see
wheiher the mevernment will (olles
Heronly, Untt] something conevets s
dame to clean ug e bad loan mess,
expogt them o renkain sRepdical,

fut hiere b5 the other side of the
o 15'1-' ik Linwe Japan’s rulers have
clesnedl g Ui cowdey's banbing
systen, the Taolkyo steck ke will
bee wiell ol bl b, “That g peociscly
Homwoods arpumcet for looking at
I_'|:.,=|;|'|:'||:||._'9_- SHOHRS DI,

Dl pocad b Chs wenely 0RO Tm N orthy

ica, when the [hew Jomes indus-
il average bottomed in Octaber,
LSRN == wany sthead of the cveniwal ne
CONVPTY i the 115 hﬁlh!:'rn;_r wyzleom,

Two years later, wlwen banks were
bezimning o peperaie neolfi arain,
{n-un:n:nnh] =4l by Citsona) shares for

1S5 The siock (oonsvse 15 worth
about USS160 today.,

Invwouting |0 the doony and ploem
af 2 derp recessmn ofien gencaies
the Tesd gaine, That &= why Boewoosd
Is prepasiag his Japaiweie meatinent
derssicr rfight s,

Pairich [oeenbeid, & finaseal Fost regalse
Comlrli G, iRk i Bl Sl mdy
hodd i gurs monfipegd i B polen




