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[Market review in October]

Equity prices in Japan dropped in October. Early in October, the equity markets fell in response to

the US debt ceiling issue, concerns about the cash crisis of China’s real estate developer, and
fears of capital-gains tax hikes in Japan. Equity prices rebounded in mid-October on receding
concerns about the debt ceiling in the US and financial income taxation in Japan, but the markets
turned lackluster after some Japanese companies announced disappointing earnings results due,
among other things, to shortages of parts and materials later in the month.

[Outlook]

Shortages of parts and materials will remain an uncertain factor for corporate earnings, but a
recovery in automobile production, which was sluggish in the July-September period, and a
recovery in domestic demand following the easing of restrictions on behavior and activities are
expected to gain strength. The equity markets are expected to gradually move upwards as the US
monetary policy will provide no further news after the decision to scale back quantitative easing,
and investors will shift their attention to the recovery of domestic demand.
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