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Today (February 5) there have been numerous inquiries from domestic and 
overseas investors regarding the momentum shock triggered by the previous day's 
sharp decline in US-based software-related stocks (‘SaaS Shock’). In the US, 
software stock prices continued to fall, and this has finally led to a reverse rotation 
of the momentum factor. However, at this time we, the QDS team, believe that 
the impact from the ‘SaaS Shock’ on Japanese equities will remain localized 
over the near term. In Japan, sell-offs in software and gaming stocks tend not to 
lead directly to a market-wide momentum crash. Rather, risk capital often moves 
toward cyclical/value buying in response to selling in these sectors, which 
reinforces existing momentum effects (discussed later).  Momentum buying 
performance has shown greater resilience in Japan than in the US (Figure 2). In 
addition, from the perspective of economic impact, it is difficult to imagine that a 
slump in the domestic software-related sector, which is narrow in terms of 
employment and capital investment compared to export-oriented sectors, would 
spread widely as a common macroeconomic shock. The fact that on the same day 
cyclical/value stocks also had a comparative advantage in the US suggests to us 
that the primary reason behind the risk-off sentiment has more to do with valuation 
and position adjustments than concerns of an economic downturn.

 In this sense, the ‘SaaS Shock’ would be classified as a specific/distributable 
shock, namely a short-term ε-shock. The correlation between stocks is currently 
low, and signs of a broad sell-off appear limited (Figures 3 and 4). However, from 
a medium-term perspective, we cannot completely ignore the risk of the 
induction of a momentum shock in Japan, even indirectly, and we should also 
be on the lookout for technical triggers. The first is the risk of global credit 
disruption. While spreads in the global high-yield bond market remain tight 
overall, tech-related spreads have rapidly widened. (Figure 5). If the perception of 
increased debt risk spreads across the entire high-yield bond market, the volatility 
of equity, which is subordinate to debt in the capital structure, is also likely to 
increase. The second would be a change in sentiment among cash equity 
momentum investors. Positions in global equity (cash equity) momentum funds 
have reached record highs. Should the ‘SaaS Shock’ narrative unnecessarily spread 
to other sectors, even if only localized, this could trigger a chain reaction of 
precautionary profit-taking. Market liquidity could drop, potentially triggering a 
self-fulfilling unwinding. It is not possible to predict at this time whether this case 
conflicts with these triggers. However, we, the QDS team, expect that through 
some catalyst, momentum fund holdings will begin to lighten in the form of either 
a soft or hard landing during February or March (January 30:JPN, ENG).

 As of 9:30 am today (February 5), the Tokyo market saw the TOPIX index extend 
its gains, driven primarily by value buying, partially supporting the short-term 
assessment that we outlined above. On the other hand, the momentum factor 
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appears to be losing steam, and we are also observing some supply-demand disruptions. Over 
the past week (as of February 4), the four sectors that have underperformed the most are: 
Software-related (-9.2% compared to the previous week), Media & Entertainment (-8.1%), 
Commercial & Services (-4.8%), and Semiconductor-related (-2.4%). In terms of factor 
loading, these four sectors share a common trait: Value is negative and Quality is positive 
(Figure 7).  Selling in this group of stocks tends to manifest as a Value advantage and a Quality 
disadvantage, consistent with current conditions. On the other hand, the contribution to 
Momentum is not uniform. If selling in the Semiconductor sector and the Software sector is 
strong, this tends to have a negative effect. If selling in the Media & Entertainment sector and 
Commercial & Services sector is strong, the effect tends to be in a positive direction. Today's 
slowdown in Momentum was primarily driven by the first factor, and this was compounded 
by the drag from AI-related stocks falling in tandem.

 Overlaying momentum investor positions (QDS team estimates) further reveals sector/
stock-specific characteristics. When measuring fundamentals/momentum using the cyclical 
component of NTM profit margin, we determine that the Software-related sector and the 
Media & Entertainment sector (with significant contribution from gaming stocks) have 
entered a deceleration phase in their cycle, with momentum positions also being unwound 
(or at least showing a selling bias). Therefore, stocks with deeper unrealized losses (Pain) 
tend to face stronger downward pressure. Meanwhile, the Semiconductor-related and 
Commercial & Service sectors are positioned in an expansionary phase of their profit margin 
cycle. We expect names with long bias and unrealized gains to be more resilient to sell-off 
pressure or offer attractive opportunities for buying on dips over the near term. Furthermore, 
as the long bias in the Commercial & Services sector progresses, momentum loading also 
tends to shift toward the positive direction. Therefore, unless trigger events, such as turmoil 
in global credit markets or a simultaneous global unwinding of momentum positions 
are confirmed, as a short-term trading stance we would consider buying on dips long-
bias stocks in global semiconductor-related and commercial & service-related sectors 
that have been seemingly oversold due to an overreaction as a way to gauge the extent 
of correction in the associative turmoil accompanying the ‘SaaS Shock’.

Figure 1:  Key regions Momentum factor (Long/Short) performance 
(cumulative return)

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy

Figure 2: Key regions Momentum Long-leg (excess return basis) 
performance (12-month Sharpe ratio)

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy
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Figure 3: Average pairwise correlation between Japanese stocks (TPX500 
constituents, 3 months) and Nikkei VI

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy

Figure 4: Average pairwise correlation between Japanese stocks (TPX500 
constituents, 3 months) and global high-yield bond spread

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy

Figure 5: Global high-yield bonds (Corporate, OAS) – Note that spreads in the global tech sector have 
widened significantly

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy
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Figure 6: Factor loading by sector (GICS Level 2 classification, sectors listed alphabetically)
1. Universe is TOPIX 500 constituents. 2. As of the most recent rebalancing at end-January

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy

Figure 7: Sector-specific factor loading (4 sectors with notable recent sell-offs) – As sell-offs progress in software and gaming stocks, Value & High 
Dividend tend to outperform and Quality tends to underperform. Momentum signs remain uncertain
1.Universe is TOPIX 500 constituents. 2. As of the most recent rebalancing at end-January

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy

 



5

Masanari Takada AC

(81-3) 6736-8636
masanari.takada@jpmorgan.com

Global Markets Strategy
05 February 2026 J P M O R G A N

■ Software Sector
Figure 8: Trend-Followers’ position (Software sector stocks, GICS Level 2): As of February 4
1. Based on directional investors’ position in TOPIX 500 names.  2. Shows “unrealized gains” (Gain) or “unrealized losses” (Pain) based on a comparison of the position break-even 
point (3-month cumulative basis) and the latest share price

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy

Figure 9: Software-related (GICS Level 2 classification, sum of applicable 
TPX500 constituents): Cash equity Trend-Followers’ total positions and 
NTM Profit Margin (2-year Z-score equivalent)

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy

Figure 10:  Software-related profit margin cycle chart (x-axis: Z-score of 
NTM profit margin, y-axis: 6-month difference) - Currently in the Slowing 
phase

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy
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■ Media & Entertainment Sector
Figure 11: Trend-Followers’ position (Media & Entertainment sector stocks, GICS Level 2): As of February 4
1. Based on directional investors’ position in TOPIX 500 names.  2. Shows “unrealized gains” (Gain) or “unrealized losses” (Pain) based on a comparison of the position break-even 
point (3-month cumulative basis) and the latest share price.

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy

Figure 12: Media & Entertainment-related (GICS Level 2 classification, 
sum of applicable TPX500 constituents): Cash equity Trend-Followers’ 
total position and NTM profit margin (2y Z-score equivalent)

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy

Figure 13: Media & Entertainment-related profit margin cycle chart (x-axis: 
Z-score of NTM profit margin, y-axis: 6-month difference) - Currently in the 
Slowing phase

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy
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■ Commercial & Services Sector
Figure 14: Trend-Followers’ position (Commercial & Professional Services sector stocks, GICS Level 2): As of February 4
1. Based on directional investors’ position in TOPIX 500 names.  2. Shows “unrealized gains” (Gain) or “unrealized losses” (Pain) based on a comparison of the position break-even 
point (3-month cumulative basis) and the latest share price.

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy

Figure 15: Commercial & Services-related (GICS Level 2 classification, 
sum of applicable TPX500 constituents): Cash equity Trend-Followers’ 
total position and NTM profit margin (2y Z-score equivalent)

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy

Figure 16: Commercial& service-related profit margin cycle chart (x-axis: 
Z-score of NTM profit margin, y-axis: 6-month difference) - Currently in the 
Boom phase

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy
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■ Semiconductor-related Sector
Figure 17: Trend-Followers’ position (Semiconductors & SPE sector stocks, GICS Level 2): As of February 4
1. Based on directional investors’ position in TOPIX 500 names.  2. Shows “unrealized gains” (Gain) or “unrealized losses” (Pain) based on a comparison of the position break-even 
point (3-month cumulative basis) and the latest share price.

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy

Figure 18: Semiconductor-related (GICS Level 2 classification, sum of 
applicable TPX500 constituents): Cash equity Trend-Followers’ total 
position and NTM profit margin (2y Z-score equivalent)

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy

Figure 19:  Semiconductor-related profit margin cycle chart (x-axis: Z-
score of NTM profit margin, y-axis: 6-month difference) - Currently in the 
Boom phase

Source: Bloomberg Finance L.P., J.P. Morgan Global Markets Strategy
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Licence No. BY.4/94; SEBI - IN/CUS/014/ CDSL : IN-DP-CDSL-444-2008/ IN-DP-NSDL-285-2008/ INBI00000984/ INE231311239) as a 
Scheduled Commercial Bank in India, which is its primary license allowing it to carry on Banking business in India and other activities, which a 
Bank branch in India are permitted to undertake. For non-local research material, this material is not distributed in India by J.P. Morgan India 
Private Limited. Compliance Officer: Pranav Sata; pranav.d.sata@jpmchase.com; +912261573209. Grievance Officer: Ramprasadh K, 
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jpmipl.research.feedback@jpmorgan.com; +912261573000. Registration granted by SEBI and certification from NISM in no way guarantee 
performance of the intermediary or provide any assurance of returns to investors. Please visit Terms and Conditions and Most Important Terms 
and Conditions (MITC) . The annual Compliance audit report is available at http://www.jpmipl.com/#research . 

Indonesia: PT J.P. Morgan Sekuritas Indonesia is a member of the Indonesia Stock Exchange and is registered and supervised by the Otoritas 
Jasa Keuangan (OJK). 

Korea: J.P. Morgan Securities (Far East) Limited, Seoul Branch, is a member of the Korea Exchange (KRX). JPMorgan Chase Bank, N.A., 
Seoul Branch, is licensed as a branch office of foreign bank (JPMorgan Chase Bank, N.A.) in Korea. Both entities are regulated by the Financial 
Services Commission (FSC) and the Financial Supervisory Service (FSS). For non-macro research material, the material is distributed in Korea 
by or through J.P. Morgan Securities (Far East) Limited, Seoul Branch. 

Japan: JPMorgan Securities Japan Co., Ltd. and JPMorgan Chase Bank, N.A., Tokyo Branch are regulated by the Financial Services Agency in 
Japan. 

Malaysia: This material is issued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-X), which is a Participating 
Organization of Bursa Malaysia Berhad and holds a Capital Markets Services License issued by the Securities Commission in Malaysia. 

Mexico: J.P. Morgan Casa de Bolsa, S.A. de C.V. and J.P. Morgan Grupo Financiero are members of the Mexican Stock Exchange and are 
authorized to act as a broker dealer by the National Banking and Securities Exchange Commission. 

New Zealand: This material is issued and distributed by JPMSAL in New Zealand only to "wholesale clients" (as defined in the Financial 
Markets Conduct Act 2013). JPMSAL is registered as a Financial Service Provider under the Financial Service providers (Registration and 
Dispute Resolution) Act of 2008. 

Philippines: J.P. Morgan Securities Philippines Inc. is a Trading Participant of the Philippine Stock Exchange and a member of the Securities 
Clearing Corporation of the Philippines and the Securities Investor Protection Fund. It is regulated by the Securities and Exchange Commission. 

Singapore: This material is issued and distributed in Singapore by or through J.P. Morgan Securities Singapore Private Limited (JPMSS) 
[MDDI (P) 057/08/2025 and Co. Reg. No.: 199405335R], which is a member of the Singapore Exchange Securities Trading Limited, and/or 
JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore), both of which are regulated by the Monetary Authority of Singapore. This 
material is issued and distributed in Singapore only to accredited investors, expert investors and institutional investors, as defined in Section 4A 
of the Securities and Futures Act, Cap. 289 (SFA). This material is not intended to be issued or distributed to any retail investors or any other 
investors that do not fall into the classes of “accredited investors,” “expert investors” or “institutional investors,” as defined under Section 4A of 
the SFA. Recipients of this material in Singapore are to contact JPMSS or JPMCB Singapore in respect of any matters arising from, or in 
connection with, the material. 

South Africa: J.P. Morgan Equities South Africa Proprietary Limited and JPMorgan Chase Bank, N.A., Johannesburg Branch are members of 
the Johannesburg Securities Exchange and are regulated by the Financial Services Conduct Authority (FSCA). 

Taiwan: J.P. Morgan Securities (Taiwan) Limited is a participant of the Taiwan Stock Exchange (company-type) and regulated by the Taiwan 
Securities and Futures Bureau. Material relating to equity securities is issued and distributed in Taiwan by J.P. Morgan Securities (Taiwan) 
Limited, subject to the license scope and the applicable laws and the regulations in Taiwan. To the extent that J.P. Morgan Securities 
(Taiwan) Limited produces research materials on securities not listed on the Taiwan Stock Exchange or Taipei Exchange (“Non-Taiwan 
Listed Securities”), these materials shall not constitute securities recommendations for the purpose of applicable Taiwan regulations, 
and, for the avoidance of doubt, J.P. Morgan Securities (Taiwan) Limited does not act as broker for Non-Taiwan Listed Securities. 
According to Paragraph 2, Article 7-1 of Operational Regulations Governing Securities Firms Recommending Trades in Securities to Customers 
(as amended or supplemented) and/or other applicable laws or regulations, please note that the recipient of this material is not permitted to 
engage in any activities in connection with the material that may give rise to conflicts of interests, unless otherwise disclosed in the “Important 
Disclosures” in this material. 

Thailand: This material is issued and distributed in Thailand by JPMorgan Securities (Thailand) Ltd., which is a member of the Stock Exchange 
of Thailand and is regulated by the Ministry of Finance and the Securities and Exchange Commission, and its registered address is 3rd Floor, 20 
North Sathorn Road, Silom, Bangrak, Bangkok 10500. 

UK: Research is produced in the UK by J.P. Morgan Securities plc (“JPMS plc”) which is a member of the London Stock Exchange and is 
authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority or 
J.P. Morgan Markets Limited (“JPMML Ltd”) which is authorised and regulated by the Financial Conduct Authority. Unless specified to the 
contrary, this material is distributed in the UK by JPMS plc and is directed in the UK only to: (a) persons having professional experience in 
matters relating to investments falling within article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) (Order) 2005 
(“the FPO”); (b) persons outlined in article 49 of the FPO (high net worth companies, unincorporated associations or partnerships, the trustees of 
high value trusts, etc.); or (c) any persons to whom this communication may otherwise lawfully be made; all such persons being referred to as 
"UK relevant persons". This material must not be acted on or relied on by persons who are not UK relevant persons. Any investment or 
investment activity to which this material relates is only available to UK relevant persons and will be engaged in only with UK relevant persons. 
A description of J.P. Morgan EMEA’s policy for prevention and avoidance of conflicts of interest related to the production of Research can be 
found at the following link: J.P. Morgan EMEA - Research Independence Policy . 
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U.S.: J.P. Morgan Securities LLC (“JPMS”) is a member of the NYSE, FINRA, SIPC, and the NFA. JPMorgan Chase Bank, N.A. is a member 
of the FDIC. Material published by non-U.S. affiliates is distributed in the U.S. by JPMS who accepts responsibility for its content.

General: Additional information is available upon request. The information in this material has been obtained from sources believed to be 
reliable. While all reasonable care has been taken to ensure that the facts stated in this material are accurate and that the forecasts, opinions and 
expectations contained herein are fair and reasonable, JPMorgan Chase & Co. or its affiliates and/or subsidiaries (collectively J.P. Morgan) make 
no representations or warranties whatsoever to the completeness or accuracy of the material provided, except with respect to any disclosures 
relative to J.P. Morgan and the Research Analyst's involvement with the issuer that is the subject of the material. Accordingly, no reliance should 
be placed on the accuracy, fairness or completeness of the information contained in this material. There may be certain discrepancies with data 
and/or limited content in this material as a result of calculations, adjustments, translations to different languages, and/or local regulatory 
restrictions, as applicable. These discrepancies should not impact the overall investment analysis, views and/or recommendations of the subject 
company(ies) that may be discussed in the material. Artificial intelligence tools may have been used in the preparation of this material, including 
assisting in data analysis, pattern recognition, and content drafting for research material. J.P. Morgan accepts no liability whatsoever for any loss 
arising from any use of this material or its contents, and neither J.P. Morgan nor any of its respective directors, officers or employees, shall be in 
any way responsible for the contents hereof, apart from the liabilities and responsibilities that may be imposed on them by the relevant 
regulatory authority in the jurisdiction in question, or the regulatory regime thereunder. Opinions, forecasts or projections contained in this 
material represent J.P. Morgan's current opinions or judgment as of the date of the material only and are therefore subject to change without 
notice. Periodic updates may be provided on companies/industries based on company-specific developments or announcements, market 
conditions or any other publicly available information. There can be no assurance that future results or events will be consistent with any such 
opinions, forecasts or projections, which represent only one possible outcome. Furthermore, such opinions, forecasts or projections are subject 
to certain risks, uncertainties and assumptions that have not been verified, and future actual results or events could differ materially. The value 
of, or income from, any investments referred to in this material may fluctuate and/or be affected by changes in exchange rates. All pricing is 
indicative as of the close of market for the securities discussed, unless otherwise stated. Past performance is not indicative of future results. 
Accordingly, investors may receive back less than originally invested. This material is not intended as an offer or solicitation for the purchase or 
sale of any financial instrument. The opinions and recommendations herein do not take into account individual client circumstances, objectives, 
or needs and are not intended as recommendations of particular securities, financial instruments or strategies to particular clients. This material 
may include views on structured securities, options, futures and other derivatives. These are complex instruments, may involve a high degree of 
risk and may be appropriate investments only for sophisticated investors who are capable of understanding and assuming the risks involved. The 
recipients of this material must make their own independent decisions regarding any securities or financial instruments mentioned herein and 
should seek advice from such independent financial, legal, tax or other adviser as they deem necessary. J.P. Morgan may trade as a principal on 
the basis of the Research Analysts’ views and research, and it may also engage in transactions for its own account or for its clients’ accounts in a 
manner inconsistent with the views taken in this material, and J.P. Morgan is under no obligation to ensure that such other communication is 
brought to the attention of any recipient of this material. Others within J.P. Morgan, including Strategists, Sales staff and other Research 
Analysts, may take views that are inconsistent with those taken in this material. Employees of J.P. Morgan not involved in the preparation of this 
material may have investments in the securities (or derivatives of such securities) mentioned in this material and may trade them in ways 
different from those discussed in this material. This material is not an advertisement for or marketing of any issuer, its products or services, or its 
securities in any jurisdiction.

Confidentiality and Security Notice: This transmission may contain information that is privileged, confidential, legally privileged, and/or 
exempt from disclosure under applicable law. If you are not the intended recipient, you are hereby notified that any disclosure, copying, 
distribution, or use of the information contained herein (including any reliance thereon) is STRICTLY PROHIBITED. Although this 
transmission and any attachments are believed to be free of any virus or other defect that might affect any computer system into which it is 
received and opened, it is the responsibility of the recipient to ensure that it is virus free and no responsibility is accepted by JPMorgan Chase & 
Co., its subsidiaries and affiliates, as applicable, for any loss or damage arising in any way from its use. If you received this transmission in 
error, please immediately contact the sender and destroy the material in its entirety, whether in electronic or hard copy format. This message is 
subject to electronic monitoring: https://www.jpmorgan.com/disclosures/email

MSCI: Certain information herein (“Information”) is reproduced by permission of MSCI Inc., its affiliates and information providers (“MSCI”) 
©2026. No reproduction or dissemination of the Information is permitted without an appropriate license. MSCI MAKES NO EXPRESS OR 
IMPLIED WARRANTIES (INCLUDING MERCHANTABILITY OR FITNESS) AS TO THE INFORMATION AND DISCLAIMS ALL 
LIABILITY TO THE EXTENT PERMITTED BY LAW. No Information constitutes investment advice, except for any applicable Information 
from MSCI ESG Research. Subject also to msci.com/disclaimer

 Sustainalytics: Certain information, data, analyses and opinions contained herein are reproduced by permission of Sustainalytics and: (1) 
includes the proprietary information of Sustainalytics; (2) may not be copied or redistributed except as specifically authorized; (3) do not 
constitute investment advice nor an endorsement of any product or project; (4) are provided solely for informational purposes; and (5) are not 
warranted to be complete, accurate or timely. Sustainalytics is not responsible for any trading decisions, damages or other losses related to it or 
its use. The use of the data is subject to conditions available at https://www.sustainalytics.com/legal-disclaimers . ©2026 Sustainalytics. All 
Rights Reserved. 

"Other Disclosures" last revised January 01, 2026. 

Copyright 2026 JPMorgan Chase & Co. All rights reserved. This material or any portion hereof may not be reprinted, sold or 
redistributed without the written consent of J.P. Morgan. It is strictly prohibited to use or share without prior written consent from J.P. 
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Morgan any research material received from J.P. Morgan or an authorized third-party (“J.P. Morgan Data”) in any third-party 
artificial intelligence (“AI”) systems or models when such J.P. Morgan Data is accessible by a third-party. #$J&098$#*P
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