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LDP Loses Upper House Election, but the Extent of Loss Is Within 
Expectations 

 

The Upper House election was held on July 20. The results showed that the current ruling LDP (plus Komeito) lost, 
but the extent of the loss itself was within expectations, as the LDP's struggle had been reported beforehand. The 
LDP decreased to 101 seats (114 seats in the previous election) and Komeito decreased to 21 seats (27 seats in 
the previous election), while the Constitutional Democratic Party maintained its position as the No. 1 opposition 
party with 38 seats (38 seats in the previous election), the National Democratic Party with 22 seats (9 seats in the 
previous election), Japan Innovation Party with 19 seats (18 seats in the previous election), and the Sanseito with 
15 seats (2 seat in the previous election) (Exhibit 1). Although support for the LDP remained high among the elderly, 
there was a noticeable shift away from the LDP, especially among the young and middle-aged. This may be due to 
the lack of public support for the Ishiba administration's price hike countermeasures (20,000 yen per person cash 
handout), as well as public dissatisfaction with the current lack of progress in tariff negotiations with the US. 
Following the recent Upper House election, the LDP (plus Komeito) is now the ruling minority party with less than a 
majority in both the Lower House and the Upper House. The Ishiba administration has lost three consecutive major 
elections, following the Lower House election in October 2024 and the Tokyo Metropolitan Assembly election in 
June 2025. After this latest defeat, Prime Minister Ishiba announced his intention to continue his duties as prime 
minister ahead of tariff negotiations with the U.S., but uncertainty about the future of his administration is growing. 

 

The tariff negotiations with the U.S. will be a focal point for the future of the administration. With the August 1 
deadline for tariff negotiations looming, the Ishiba administration must conclude tariff negotiations with the U.S. and 
avoid the application of a 25% reciprocal tariff rate to Japan. Given the fact that there are calls within the LDP for 
Prime Minister Ishiba to step down following his defeat in the Upper House election, failure to negotiate tariffs with 
the US is unacceptable. After the Upper House election, it will be interesting to see whether he will be able to play 
the cards demanded by the U.S., such as expanding imports of U.S. rice. If tariff negotiations with the U.S. fail, 
Prime Minister Ishiba will likely be forced to step down. Although candidates to succeed him include Shinjiro Koizumi 
and Sanae Takaichi, there is a high degree of uncertainty. 

Although there is a high degree of uncertainty as to whether Prime Minister Ishiba will continue for the time being 
or whether he will be forced to step down in the near future, the LDP is still a minority ruling party, and cooperation 
with opposition parties is inevitable in order to realize its policies. By partially incorporating the policies of the leading 
opposition parties (the Constitutional Democratic Party, Japan Innovation Party, and the National Democratic Party), 
the LDP will likely build a cooperative relationship with them. 

 

After the Upper House election, there was no particularly significant reaction in the Japanese stock market, as many 
believed that the LDP's defeat was within expectations. They will probably want to wait and see how the Ishiba 
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administration fares ahead of tariff negotiations with the U.S. In our main scenario, we believe that Japanese 
equities will remain firm for the time being under the continued leadership of the Ishiba administration. However, if 
the tariff negotiations with the U.S. fail and Prime Minister Ishiba is forced to step down, we believe that Japanese 
equities will be at risk of a correction due to heightened uncertainty surrounding Japanese politics. 

Meanwhile, JGB yields in the ultra long-term sector rose noticeably. The influential opposition parties are generally 
advocating tax cuts, and this is probably due to the view that expansionary fiscal policy is inevitable in the future. 
We see a risk of a significant steepening of the JGB yield curve as a result of Japan's deteriorating fiscal situation. 

 
 
 

Exhibit 1: Upper House Election Results 

 
Source: Nikkei, MUFG: Trust Bank 
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The information contained herein is proprietary to Mitsubishi UFJ Trust and Banking Corporation and its subsidiaries, associates or affiliates (“MUFG: Trust 
Bank”). These materials have been prepared solely for informational purposes, based upon information generally believed to be reliable, and no representation 
or warranty is given with respect to its accuracy or completeness.  
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in any particular trading strategy and no representation or warranty is given with respect to any future offer or sale.  
The information contained herein does not have regard to your investment objectives, financial situation or specific needs and is not to be construed as legal, 
tax, financial or investment advice or recommendations. You should consult with your own legal, tax, financial and investment advisers before taking any 
action as a result of your review and interpretation of the contents of these materials. 
The investments and strategies discussed in these materials may not be suitable for all investors and are provided for general information only, without 
reference to any investment portfolio or the specific needs of any investor. 
The information contained herein is not intended for the general public; it is intended for institutional or professional investors with adequate resources and 
advice to enable a thorough understanding of the services provided by MUFG: Trust Bank and how to interpret the data in these materials in the context of 
the relevant markets, and who would be able to assume the financial risks presented or that may arise in connection with the investments and strategies 
discussed in these materials. 
MUFG: Trust Bank accepts no responsibility or liability for executions or investment decisions resulting from your use of these materials.  
MUFG: Trust Bank will not update the information contained in these materials.  
Although we use reasonable efforts to obtain reliable, comprehensive information, we make no representation that it is accurate, complete or timely. The 
information and data contained herein has been obtained from a variety of sources, is based on certain assumptions, information and conditions available at 
the date of the materials, and may be subject to change at any time without notice or updates to you. Accordingly, no warranty whatsoever is given and no 
liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of you acting based on these materials. 
The value of securities and the income from them, if any, may fall as well as rise. Investments are subject to investment risks including the possible loss of 
the principal amount invested, and are not obligations of, deposits in, or guaranteed or insured by MUFG: Trust Bank. Past performance figures as well as 
any projection or forecast used in these materials, are not indicative of the future or likely performance of the company or security mentioned. 
MUFG: Trust Bank disclaims any and all liability for the information contained herein, including without limitation, any express or implied representations or 
warranties for information or errors contained in, or omissions from, these materials. MUFG: Trust Bank and its officers and employees shall not be liable for 
any loss or liability suffered by you resulting from the provision to you of these materials or your use or reliance in any way on the information herein.  
MUFG: Trust Bank does not comment on the fundamentals or financial standing of any of the companies mentioned herein.  
Unless indicated, all views expressed herein are the views of the author, may differ from or conflict with those of MUFG: Trust Bank or others and is subject 
to change at any time without prior notice.  
These materials are permitted to be used solely by the persons to whom they have been provided by MUFG: Trust Bank through its website and subject to 
agreement with MUFG: Trust Bank’s disclaimers contained therein.  
MUFG: Trust Bank expressly prohibits the dissemination of these materials to persons for whom they are not intended and/or to persons who would be 
prohibited from receiving them under the laws of their jurisdiction. MUFG: Trust Bank makes no offer or solicitation to any person through the provision of 
these materials. These materials may not be – and are not intended to be - distributed in any jurisdiction where it is unlawful to do so. 
You are further referred to MUFG: Trust Bank’s website disclaimer below.  
Additional disclaimers: http://www.tr.mufg.jp/cgi-bin/english/ourservices/management/asset_management_01.cgi?area=1 
The following disclaimer is also applicable to residents in the United Arab Emirates (“UAE”), the Abu Dhabi Global Market (“ADGM”) or the Dubai International 
Financial Centre (“DIFC”):  
These materials do not constitute a public or private offering of securities in the UAE, ADGM or DIFC. 
The information contained herein is intended for use solely by investors, and in relation to activities that are, exempted under, the Investment Fund Regulations 
of the UAE Securities and Commodities Authority (“SCA”) in accordance with SCA Board Resolution (9/R.M.) of 2016 and SCA Board Resolution (3/R.M.) of 
2017. 
Neither these materials nor any products or services referred to herein have been approved, disapproved or passed on in any way by the Central Bank of the 
UAE, SCA or any other authority in the UAE, ADGM or DIFC, nor has MUFG: Trust Bank received authorization or licensing from the Central Bank of the UAE, 
SCA or any other authority in the UAE, ADGM or DIFC to market or sell such products or services within the UAE, ADGM or DIFC. SCA accepts no liability in 
relation to MUFG: Trust Bank and is not making any recommendation with respect to an investment in any products or services referenced in these materials. 
Nothing contained in these materials is intended to constitute UAE, ADGM or DIFC investment, legal, tax, accounting or other professional advice. These 
materials are for information purposes only and nothing in these materials is intended to endorse or recommend a particular course of action. Accordingly, you 
should confer with your appropriate professional advisers for specific advice rendered on the basis of your specific situation before acting in any way upon the 
information herein. 
Clearbrook Investment Consulting, LLC (“CIC”) is an SEC-registered investment adviser. CIC primarily provides pensions consulting and family office advisory 
services for a wide variety of for-profit and nonprofit organizations.  All strategy, assets under management and performance data described above refer to 
professional advisory services which CIC has engaged MUTB to act as a subadvisor for certain Japanese equity strategies. Fees charged are at the discretion 
of CIC; investment advisory fees are described in CIC’s Form ADV Part 2, which is available upon request. Past performance does not guarantee future results. 
Individual account management and construction will vary depending on each client’s investment needs and objectives. 

 
 


