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Japanese equities are gradually calming down

towards eventual reversal
[Market review in May]
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In May, equity markets rose drastically until the middle of the month, followed by sharp drops late in the month.
Early in the month, equity prices increased due to such events as the improved employment indicators in the U.S.
and the announcement of interest rate cuts by the European Central Bank (ECB). In the middle of the month, equity
prices continued rising in favorable response to the rise of U.S. equities and the trend of a weaker yen. Equity
markets were also positively influenced by the higher-than-expected growth of real GDP in the January-March
period, the second announcement by Prime Minister Abe of a growth strategy, and the like. Late in the month,
equity prices dropped sharply due to the reaction to their rapid rise up to then, as well as expectations for a
reduction of “quantitative easing” in the U.S. and the widespread sense of vigilance against unstable bond markets
in Japan.

[Outlook]

In June, equity markets are expected to gradually regain calm and move on to reversal, although we are likely to
continue seeing instability for some time. Some factors can be pointed out as the causes for the sharp drop of equity
prices since late May, but they were not necessarily commensurate with the magnitude of the drop. Accordingly, the
drop of equity prices is more likely to be a reaction to the substantial and rapid rise of equity prices since last year.
As a result, the drop of equity prices itself is likely to have the effect of calming rather than further destabilizing the
movement of equity prices going forward. As their daily movements become stable, the factors which previously
contributed to the rise of equity prices—such as the recovery of economic activities and earnings as well as
expectations for a weaker yen and overcoming of deflation—are going to be appreciated again.
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*Source: data from Nikkei Inc. Daiwa Asset Management
*Nikkei Inc. owns any and all rights to trademarks and any other intellectual property rights to such marks referring to “Nikkei” or “Nikkei Average”. Nikkei Inc.
shall have the rights to make any changes in composition of stocks, calculation method and any other elements or contents of “Nikkei Average”. Nikkei Inc. shall
also have the right to discontinue publishing “Nikkei Average”.

Disclaimer: warning before handling this material

» This material was prepared by Daiwa Asset Management Co.Ltd to provide reference information for investment. It should not be construed
as an offer or a solicitation to purchase or subscribe to any fund products. Potential investors should refer to and read the prospectus of
each fund product for more detailed information prior to their investment decision.

» The information, statements, forecasts and projections contained herein, including any expression of opinion, are based upon sources
believed to be reliable, but their accuracy, correctness or completeness are not guaranteed. The performance of investments, if referred
herein, is based on past data and is neither necessarily an indication nor a guarantee of future performance of investments. Daiwa made all
reasonable efforts to ensure that the information contained herein is current, but it is subject to change without notice. Daiwa Asset
Management Co.Ltd., or any of its respective affiliates, accepts no liability whatsoever for any direct or consequential loss arising from any
use of this material or its content.
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