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 The Japanese equity market which saw strong rise 
towards the end of 2016 has softened after entering 
year 2017. The Japanese equity market had re-
attracted investors by (i) expectation on US 
president Trump’s policies and (ii) weakening JPY. 
However, it started to consolidate, mainly large-cap 
stocks, as market participants became more keen 
on assessment of  statements and policies of US 
president Trump.   

Solid performance of Japanese Small-cap equity market  

26 January 2017 

 Meanwhile, wide price divergence between Small-
cap stocks and Large-cap stocks from the end of last 
year has started to contract as performance of Small-
cap stocks were relatively solid. As of 10th January 
2017, JASDAQ index was 125.94 points and Tokyo 
Stock Exchange Second Section Index was 5,438.78 
points, both of which have renewed their record 
highs since 2006.  

 Price divergence between Large-cap stocks and 
Small-cap stocks that begun in first half of 2016, has 
dissipated as the former consolidated while the latter 
performed well. Small-cap stocks seem to perform 
well even when JPY is strong because JPY appreciated 
against USD during this period. We think this is due to 
appreciation by market participants on rise and 
growth of companies who provide technologies and 
services focusing on domestic demand. 

Large-cap stocks peaked out  
Concern over further progress of 
protective trade in US 
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Japanese equity market after inauguration of new US president Donald Trump 

 Financial markets will focus on statements and policies of new US president Trump for the time being, however, 
weaker USD against JPY is likely to continue for some time due to concern over protectionism. Even in such 
circumstances, solid performance of Small-cap stocks are expected as their business performance are healthy. 
On the other hand, we believe investors will focus again on Large-cap stocks based on their robust business 
performance, once currency correction is completed, as USD is expected to strengthen against JPY in a long run 
due to interest rate difference.    

Market focuses on US president Trump’s policies underpinned by 
solid company performance 

Future Outlook  

“Advance-decline Ratio”  
(25 days moving average) 

(Note 1) Data period is from 4th January 2016 to 23rd January 2017. 
(Note 2) Advance-decline ratio: No. of stocks advanced / No. of stocks declined. 
                Index to measure degree of overheat of equity market. 100% is neutral. 
                In general, more than 120% is considered to be overbought, while less 
                than 70% is considered to be oversold. 
(Source) SMAM, based on QUICK data.  

“ TOPIX and JASDAQ Index ” 

(Note 1) Data period is from 4th January 2016 to 23rd January 2017. 
(Note 2) Stock indices are 100 as of 9th November 2016. 
(Source) SMAM, based on QUICK 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/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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