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■ The Nikkei 225 index closed at JPY16,862.47                                  
on November 4, rose by JPY448.71 from the previous 
day, a rise of two days in a row. At one stage it rose 
beyond JPY17,000 for the first time in seven years and 
one month since October 2007. 

■Overseas markets welcomed the surprising additional 
easing by the BOJ, leading their stock markets higher as 
well and  the  Japanese yen weaker. This pushed up        
the Japanese equity further on the first day after long 
weekend. The Nikkei 225 index sharply rose by 
JPY1,204.27 in two working days.  

■In currency market, JPY sharply dropped against US$  as 
the market re-focused on the difference in the direction 
of the US and Japan’s monetary policy. US$/JPY FX rate 
touched JPY114 level on November 3 for the first time 
since December 2007.   

Nikkei touched JPY17,000 level for the first time in almost 7 years 

5 November, 2014 

Japanese Equity Market (November 4) 

■ The Nikkei 225 index appears slightly overheated in          
the short term as it rose approx. 16% in about two weeks 
from the recent bottom of JPY14,532.51 in October 17. 
However, there is an index indicating the Nikkei is not that 
expensive even after the surge. Its average price to book 
value ratio (PBR) is staying at around 1.3 times which is 
much lower than PBR of “NY Dow Jones Index” at 3.0 times. 

■ Japanese companies have been announcing financial 
results of second quarter of this fiscal year ending in 
September since middle of October. We expect that the 
overall results would be good enough led mainly by export 
orientated companies such as Automobile manufactures.   

Nikkei 225 rose more than JPY1,200 in two days 
Rose beyond JPY17,000 at one stage  
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■According to the BOJ’s Tankan survey released in October, 
the average FX rate of US$/JPY used for assumptions of 
earnings forecast for both first and second half of this 
fiscal year of large corporations (manufacturing sector) is 
less than 101 yen level. As is widely known,                                            
the depreciation of 5 yen is supposed to push up 
corporate earnings of major large corporations by 2 to 
3%.  If US$/JPY FX rate maintains its current level in       
the second half of this fiscal year, the expectations for 
the upward revision of corporate earnings will become 
more significant as JPY is  weaker by more than 10 yen 

Expectations for upward revision of corporate earnings  
on weaker JPY will support the Japanese equity market 

Future 
Outlook  

     compared with the assumptions of FX rate used                    
in earnings guidance by corporations. 

■In addition, the decision made by the GPIF to increase 
the allocation weight to the Japanese equities is 
deemed positive to improve the demand and supply 
balance of the Japanese equity market. Market 
participants will pay attention to whether additional 
economic stimulus package by the Abe’s government 
can be satisfactory for the market expectation or not, 
ahead of another possible consumption tax hike next 
year. 

PBR at 1.3 times; valuation is not expensive 
Nikkei rose approx. 16% in two weeks 

（Note）      Data is from  Jan. 2010 to November, 2014 (Month end price). 
                    The latest data of November are as of 3rd for NY Dow index  
                    and 4th for Nikkei 225 index.  
（Source）  SMAM, based on Bloomberg L.P. data. 

（Note）      Data is from Sep. 1,2014 to Nov.4, 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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