
2019 JPY/USD rate outlook 

 In 2019, we expect a range-bound movement of JPY/USD rate (JPY 100 to 115) slightly towards stronger 
JPY. 

 However, JPY may not dramatically strengthen against USD as we expect US recession can be  avoided 
and the interest rate will be raised in December. 

 We expect JPY/USD rate of JPY 107 at the end of 2019. Weaker JPY is unlikely as BoJ will maintain its 
current monetary policy despite the subdued price.  
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In 2019, we expect a range-bound movement of JPY/USD rate (JPY 100 to 115) slightly towards stronger 
JPY. 

     We expect a range-bound movement of JPY/USD rate (JPY 100 to 115) in 2019 (Diagram 1). We expect 
overall markets are not likely to turn into risk-on mode as concern over economic slowdown may possibly remain 
temporary. Also, JPY is likely to slightly strengthen against USD within the range, as expectation of delay in US 
interest rate hike is growing. 

     In recent years, USD and JPY tend to move to the same direction against other currencies. Both USD and JPY 
weaken in risk-on mode and strengthen in risk-off mode. Therefore, we expect JPY/USD rate to move within a 
narrow range as both USD and JPY may strengthen if the concern over global economic slowdown increases and 
may weaken if it reduces.  

(Note) Actual data  from 4 Jan 2017  to 28 Dec 2018.  Forecast data from 4 Jan to 30 Dec 2019, by SMAM as of 21 Jan 2019. The bold lines indicate the upper and lower limit of forecast.  
(Source) SMAM, based on Bloomberg L.P. data. 

“Diagram 1: Range of JPY/USD forecast 
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However, JPY may not dramatically strengthen against USD as we expect US recession can be  avoided 
and the interest rate will be raised in December. 

     We estimate the US real GDP growth rate in 2018, 2019 and 2020 to be +2.9%, +2.6% and +1.9%, 
respectively. As growth rate of US economy is expected to slowdown after 2019, we believe that the recession is 
avoidable as it is on process of convergence towards the potential growth rate of +1.8% per annum (SMAM 
estimate). Accordingly, concern over global economic slowdown is likely to reduce over time. 

     As to US monetary policy, the current policy rate is likely to be maintained for some time as we expect weaker 
US economy in 1H 2019. However, we expect the interest rate to be raised in December for once and no more 
hike for a while as the economy is likely to recover slowly in 2H 2019. According to US economic and monetary 
policy outlook, JPY would not dramatically strengthen against USD. 

   

We expect JPY/USD rate of JPY 107 at the end of 2019. Weaker JPY is unlikely as BoJ will maintain its 
current monetary policy despite the subdued price.  

     Now, turning our eyes on Japan, we expect the real GDP growth rate in 2018, 2019 and 2020 to be +0.7%, 
+0.8% and +0.6%, respectively. We believe that the potential growth rate in 2019 would remain around +0.7% to 
+0.8% as the economic measures will offset the impact of consumer tax hike in October 2019. Also, the LDP and 
Komeito together is expected to secure the majority seats (including uncontested seats), winning the Upper House 
election this Summer. 

     As to BoJ’s monetary policy, we do not expect changes in the target level of Yield Curve Control as the 
current framework is likely to remain at least for 2019. Moreover, demand by market for additional easing may 
increase due to possibility of slowdown in Consumer Price Index (all items, less fresh food). However, JPY is 
unlikely to dramatically weaken as BoJ would react based on current monetary policy. Accordingly, we expect 
JPY/USD rate of JPY 107 at the end of 2019. 

 

 

 

*Please note that this report is a translation of Japanese report written on January 23, 2019. 
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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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