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■Nikkei 225 index of October 16 closed at JPY 14,738.38, 
sharply declined by JPY 335.14 from the previous day     
(-2.22%). It fell over 1000 yen in seven working days and 
fell below 15,000 level this Tuesday since August 2014. 

■From this year’s peak of JPY 16,374.14 marked on 
September 25, the index fell more than JPY 1,600 
(approx. -10%).  

■In currency market, JPY re-appreciated against US$ back 
to around 106 yen from above 110 yen level marked in 
the beginning of October. 

Strong corporate earnings to support the equity price 

16 October, 2014 

Outlook of Japanese Equity Market after a Correction  

■On October 7, IMF unveiled a downward revision of         
the global economic growth outlook. It was followed by 
the announcement of US FOMC meeting minute (for 
September 16 & 17) on the 8th which pointed out             
the global economic slowdown led by Europe is a risk 
factor to the US economy. On October 9, a major 
German economics research institute published their 
forecast that the German economy was on a verge of 
economic recession.  

■Following these, the Japanese equity market plunged 
under the situation that US and European investors took 
a “risk averse” attitude in the global equity market with 
increasing concern over the deterioration of global 
economy and re-appreciation of Japanese yen.  

Nikkei fell over 1000 yen           
in seven working days 
Approx. 10% decline from                      
the peak in September 

Increasing concern on 
slowdown   of global economy 

（Note）     Data is from 6 January, 2014 to 16 October, 2014 (Closing price). 
（Source） SMAM, based on Bloomberg L.P. data. 
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Worries on slow Japanese economic 
recovery and JPY appreciation  

■ In the BOJ’s Tankan survey released on October 1,           
the business conditions of large corporations 
(manufacturing sector) showed a moderate 
improvement. The future forecast was almost positive, 
too. The US ISM index indicated that business sentiment  
of the US enterprises were kept  strong.  

■The global economy is expected to gradually accelerate  
its speed of growth into next year although economic 
growth rate of Japan, Europe and emerging countries 
were revised downward. Based on these outlook, 
corporate earnings of world key  companies including 

Nevertheless, the Japanese equity market would be supported by                                    
the firm business sentiment  and solid corporate earnings going forward 

Future 
Outlook  

    those in Japan are expected to keep a firm tone in               
the coming future. 

■According to the Tankan, the Japanese corporations’ 
average forex rate of US$/JPY used for their assumptions 
of earnings forecast is JPY 100.73, which is higher than 
the current level of around 106 yen. If the current forex 
rate is maintained, corporate earnings of Japanese 
corporations will be revised upward. We have a view 
that the Japanese equity market will rise in line with            
the earnings improvement as uncertainties over               
the global economy fade away.  

（Note）     Data is from Jan.2007 to Oct. 2014 (Monthly).  Nikkei 225 index 
                   till 16 October, 2014 , Corporate earnings forecast (per share, next FY)  
                   till 15 October, 2014. 
（Source） SMAM, based on Bloomberg L.P. data. 
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 Disclaimer 
  
Please read this disclaimer carefully. 
 This material is for non-Japanese institutional investors only. 
 The research and analysis included in this report, and those opinions or judgments as outcomes thereof, are intended to 

introduce or demonstrate capabilities and expertise of Sumitomo Mitsui Asset Management Company, Ltd. (hereinafter 
“SMAM”), or to provide information on investment strategies and opportunities. Therefore this material is not intended 
to offer or solicit investments, provide investment advice or service, or to be considered as disclosure documents under 
the Financial Instruments and Exchange Law of Japan. 

 The expected returns or risks in this report are calculated based upon historical data and/or estimated upon the 
economic outlook at present, and should be construed no warrant of future returns and risks. 

 Past performance is not necessarily indicative of future results. 
 The simulated data or returns in this report besides the fund historical returns do not include/reflect any investment 

management fees, transaction costs, or re-balancing costs, etc. 
 The investment products or strategies do not guarantee future results nor guarantee the principal of investments. The 

investments may suffer losses and the results of investments, including such losses, belong to the client. 
 The recipient of this report must make its own independent decisions regarding investments. 
 The opinions, outlooks and estimates in this report do not guarantee future trends or results. They constitute SMAM’s 

judgment as of the date of this material and are subject to change without notice. 
 The awards included in this report are based on past achievements and do not guarantee future results. 
 The intellectual property and all rights of the benchmarks/indexes belong to the publisher and the authorized 

entities/individuals. 
 This material has been prepared by obtaining data from sources which are believed to be reliable but SMAM can not 

and does not guarantee its completeness or accuracy. 
 All rights, titles and interests in this material and any content contained herein are the exclusive properties of SMAM, 

except as otherwise stated. It is strictly prohibited from using this material for investments, reproducing/copying this 
material without SMAM’s authorization, or from disclosing this material to a third party. 
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