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 Japanese stocks need time to rebound as uncertainty over the US rate hike and China’s 

slowdown are still casting shadows over the stock market. 

 Supplementary budget and BOJ’s additional monetary easing may trigger Japanese stock prices 

to rise. 

 Japanese stocks to recover gradually towards the year end as market uncertainties subside. 

 

Japanese stocks need time to rebound as uncertainty over the US rate hike and China’s 

slowdown are still casting shadows over the stock market.  

 

   Lately, Japanese stocks have been volatile with high risk of a plunge.  Japanese stocks seem to 

have a weight put on them from concerns over corporate earnings since the domestic economy has 

not shown recovery.  This is due to two uncertainties, the US rate hike and China’s slowdown.  

Hence, I will try to analyze the recent environment surrounding Japanese stocks and forecast the 

trend of the Japanese stock market. 

 

   The US rate hike is expected to be in December of this year or later.  Once the normalization of 

rates start, the uncertainty may significantly retreat, however, until then the market participants will 

sit on the sidelines and observe the policy makers’ decisions with caution.  Meanwhile, the Chinese 

economy may be capable of avoiding a sharp slowdown as the positive effects of monetary easing 

and public investments gradually kick in.  However, we must observe with care the previous 

month’s economic data which will be announced in the first half of the following month.  Japanese 

stocks should react sensitively to these events in the US and China for the time being.  
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Chart 1: EPS forecast (12months ) of TOPIX

(Note)     Data period is from  Sep. 27, 2010 to Sep. 21, 2015.  12 months forecast of 

earning per share (EPS) of Tokyo Stock Exchange 1st Section index (TOPIX).

(Source)   SMAM, based on Datastream data. 
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Chart 2: Revision Index of TOPIX

(Note)    Data period is from Sep. 27, 2010 to Sep. 21, 2015. Bigger positive numbers are shown

if more 12 months forecast of earnings per share (EPS) of constituent companies of 

Tokyo Stock Exchange 1st Section Index (TOPIX) were revised upward, while
bigger negative numbers if more companies were revised downward.

(Source)  SMAM, based on Datastream data.

For Information Only 

 

5 October 2015 

Masahiro Ichikawa 

Senior Strategist 



 2 
 

Supplementary budget and BOJ’s additional monetary easing may trigger Japanese stock prices to 

rise.  

 

   The possibility of an immediate global economic slowdown and financial crisis, triggered by the 

US rate hike and China’s slowdown, is not that high.  The US economy which is the leading global 

economy is still expanding, supported mainly by strong consumption and Japan’s economic structure 

is not that simple and delicate to fall into recession due to China’s economic slowdown.  However, 

it may take some time for the Japanese stocks to recover as the Japanese economic growth outlook 

and corporate earnings forecasts are likely to be revised downward to a certain extent.   

 

   Expectations of economic stimulus measures by supplementary budgets and BOJ’s additional 

monetary easing are rising in the market.  The combination of fiscal and easy monetary policies is a 

positive material to the asset value of stocks, as it may become the trigger to boost Japanese stock 

prices, once implemented.  The Japanese government and BOJ are likely to make policy decisions 

in a cautious manner through assessing the impact of overseas environments to the domestic 

economy and prices. 

 

Japanese stocks to recover gradually towards the year end as market uncertainties subside. 

 

   Going forward, we need to watch the trend of domestic economic data and corporate earnings 

growth with care.  The most important data to watch are the BOJ’s Tankan Survey to be announced 

on October 1st and the First Preliminary Jul. – Sep. Real GDP on November 16
th

.  Peak of the 

announcements of interim results of corporations, whose fiscal year ends in March, will be from the 

end of October to mid-November.  We expect a double digit growth of recurring profits (YoY) for 

Major Corporations (SMAM Core Research Universe: 216 companies) for the interim results and are 

also focusing on the fiscal year end results.   

 

   Liquidity should not shrink due to the US rate hike and China’s slowdown was originally a policy 

adopted by the Chinese government itself.  Therefore, we believe that the stock market is overreacting to 

the concerns derived from these uncertainties.  We expect Japanese stocks to recover gradually 

towards the year end as market uncertainties subside.  We think the appropriate level of the Nikkei 

225 index will be in the latter half of JPY 19,000s at the end of 2015 and will recover to the JPY 20,000 

level sometime in the January to March period next year.  

 

* Please note that this report is a translation of Japanese report written on September 29
th

, 2015. 
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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.

ŸThe 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/indices 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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