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«Japanese Equities: Subheading: Nervous Developments
for the Time—Being Due to Many Uncertainties
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[Market review in December]

Equity prices in Japan fell. While having risen at the beginning of the month due to the judgement
of the market that the U.S.—China summit meeting had produced a certain result, equity prices fell
afterwards because a senior official of a major Chinese telecommunication equipment company
was placed in custody in Canada as well as a concern about the Chinese economy. Late in the
month, equity prices decreased in negative response to no dovish remarks by Chairperson Powell
of the FRB (Federal Reserve Board) to suggest the timing of suspending the raising of interest
rates as expected by the market and the closing of some U.S. government agencies.

[Outlook]

We expect that nervous developments may continue, with greater uncertainty in equity markets
about economic developments going forward. This appears to mean attention must be placed now
on major economic indicators in China to be announced in the middle of January and the trends in
announcements of financial results in Japan and abroad starting from the second half of January.
On the other hand, since stock price indicators such as PER (Price Earnings Ratio) have already
decreased to the level perceived as good value, equity prices are expected to show solid
movements in the medium term if there are no such events as a further strengthening of the yen.

Nikkei Stock Average

(Yen)
26,000
: : : 24000 |

® A lullin or waning of ® Further strengthening of

concerns about trade U.S. protectionism 22,000

frictions ® Deceleration of the
® Change in FRB’s Chinese economy 20,000

monetary policy ® Deterioration of the 18000 |
® Solid economic activities U.S.—China '

and corporate 16.000 l ‘ ,

17/12 18/3 18/6 18/9

(yy/mm)

*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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each fund product for more detailed information prior to their investment decision.
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