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■Reasons of the laggardness of the Japanese equity 
were; concern over the global economic downturn, 
rising geopolitical risk, the consumption tax hike 
and JPY appreciation caused by these factors. Lately, 
we are seeing  some changes in JPY FX rate, moved 
above 109 yen against US$ for the first time since 
August 2008.  

 ■ The equity price of Japan and the US (indexed so  

■As the Japanese equity market dropped deeper 
than US and Europe in first half this year, its year 
to date performance is staying lower than those 
of US and Europe. While the Japanese equity 
recently renewed its yearly historical high on 
September 19,  Japan is still laggard as the YTD 
cumulative recovery is still smaller than the US 
and European market’s recovery. 

Will Japanese Equity market catch up? 
The recovery ratio of the Japanese market from the YTD bottom is higher than that of 
the US lately.  Japan’s “laggardness”= “performance gap versus US & Europe ” will 
gradually be tightened by JPY depreciation and the corporate earnings improvement.    
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■However, in terms of “recovery ratio” from the YTD 
bottom, the Japanese equity market rose about 17% 
from April 14 till September 19, more than the US’s 
15% climb from February 3. It seems that 
“laggardness” measured by the “recovery ratio” has 
already diminished. The next issue is, will the 
“laggardness” in terms of  “deviation of equity price 
level” also move to  disappear eventually?     

    that December 2013 level =100) as of September 19 
deviates significantly as former is only 101.5 and 
latter is 108.7. But, the Japanese equity starts to be 
looked undervalued because of the rising 
expectation of the improvement in corporate 
earnings supported by JPY depreciation. We expect 
“laggardness” in terms of “equity price level” will 
gradually diminish going forward.  

 “Laggardness” to diminish with corporate earnings improvement expectation Outlook 

(Note)      Data from Dec. 2, 2013 to Sep. 19, 2014.  The indices are  MSCI Japan Equity Index and MSCI US Equity Index on local currency basis  both indexed  
                  so that 2013 December end  level =100, respectively. 
(Source)  SMAM, based on Fact Set data 
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"Trend of Japanese and US stock market movement (indexed)"(Points)

(Year/Month)

Dec. end 

2013＝100

Mar. 18 Annexation 
of Crimea by Russia

Apr. 1                                    
The consumption tax hike

Jun. 24 Cabinet decision of 
Growth strategy P-2  
"Japan Revitalisation 
Strategy" (2014 Revised 
Version)

Apr. 14 Monetary easing by 
the BOJ not implemented

Aug. 8 US president 
Obama authorised 
targeted air strikes in Iraq

108.7

101.5

US Equity (Left Axis)

Japanese Equity (Left Axis)

Deviation of equity price level (US equity-Japanese equity)="Laggard" (Right Axis)

(Points)

Feb. 3
94.3

Apr. 14
86.5

Feb. 3 
deterioration of 
the US business 
sentiment due to 
the cold wave
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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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