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March Market Outlook
Japanese Equities: After the cycle of adjustments,
favorable corporate earnings expected to be in the
limelight again
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[Market review in February]
Equity markets in Japan dropped. People became conscious about the overheating of the U.S.
economy after the U.S. employment statistics for January published at the beginning of the month
showed a more-than-expected rise in hourly wages by the market. As a result of this, with the drop
in U.S. equities along with the rise in U.S. long-term interest rates, equity prices in Japan also
decreased. While there were some reactionary rises after the middle of the month, equity prices
remained unstable partly due to a stronger yen in the foreign exchange market.
[Outlook]
In the Congressional testimony at the end of February, FRB (Federal Reserve Board) Chairman
Powell expressed a bullish view about the U.S. economy and inflation, prompting concerns about
the speed of the rise in U.S. interest rates again at the moment. On the other hand, with the global
economy and corporate earnings in Japan still continuing to be favorable, we maintain the view that
these will become factors to support equity prices. While we need to pay attention to developments
in the foreign exchange market, equity prices are likely to return to the trends in line with the
increase in corporate earnings sooner or later.
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*Source: data from Nikkei Inc. prepared by Daiwa Asset
Management

* Copyright, intellectual property rights and all other rights relating to the Nikkei Stock Average (Nikkei 225) belongs to the Nikkei Inc. The company has the right
to change the contents of the Nikkei Stock Average (Nikkei 225) and to stop the publication.
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