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Market Review 

The Japanese stock market rose in early March supported by stronger than expected U.S. GDP and the 
subsequent rise in the U.S. dollar against the Japanese yen. It then erased the earlier gains on concerns 
over the persistent slide in global economic outlook and in reaction to the year-to-date rally. In mid-
March, the market turned positive on hopes for development in the U.S.-China trade talk and avoidance 
of a hard Brexit before trimming the gain towards month end. Downward adjustment to the rate hike 
outlook in 2019 by the FOMC drove U.S. rates lower and the spread between three-month and 10-year 
U.S. treasury yields inverted, highlighting slowing global growth. The TOPIX closed 16.02 points lower (-
1.00%) at 1,591.64 points. The Nikkei 225 index closed 179.35 yen lower (-0.84%) at 21,205.81 yen.  
 
Among the TSE 33 sectors, 12 sectors rose led by Fishery, Agriculture & Forestry, Real Estate, Pulp & Paper, 
Precision Instruments and Other Products while 21 sectors declined led by Marine Transportation, 
Securities, Commodities & Futures, Transportation Equipment, Rubber Products and Oil & Coal Products. 
 
Year-to-date, the TOPIX rose +6.53% and the Nikkei 225 rose +5.95%. Among TSE 33 sectors, 29 sectors 
rose led by Pulp & Paper, Fishery, Agriculture & Forestry, Precision Instruments, Information & 
Communication and Real Estate while 4 sectors declined; Oil & Coal Products, Marine Transportation, 
Retail Trade and Securities, Commodities & Futures. 
 

March 2019 performance 
 
Small cap and growth stocks outperformed.  
 
Nikkei 225                                           -0.84% 
TOPIX                                                    -1.00% 
Large cap (TOPIX 100)                    -1.30% 
Mid cap (TOPIX M400)                   -0.16% 
Small cap (TOPIX Small)                 -1.85% 
TSE2                                                       -0.81% 
JSDA                                                      0.70% 
Mothers                                             4.27% 
TOPIX Value                                       -1.94% 
TOPIX Growth                                   -0.06% 
TOPIX Small Value                           -2.91% 
TOPIX Small Growth                       -0.83% 
USDJPY 29Mar19                              110.77 (-0.50%) 
 

Market Outlook 
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The Federal Reserve Board revised down it’s rate outlook and an early end to it’s balance sheet 
normalization. The spread between three-month and 10-year U.S. treasury yields inverted. The market is 
pricing in slowing global growth with 70% chance of rate cut in the next 12 months. A mixed bag of views 
over the outlook of the global economy is weighing on the stock market and the direction of market 
rotation. One view is the U.S. economy will enter recession in 2020 while expectation for a further delay 
in implementation of an additional 25% tariff on Chinese imports together with expectation for progress 
of inventory adjustment due to economic stimulus by the Chinese government are supporting another 
view that the global economy will hit the bottom in the second half of 2019 and will start to recover 
thereafter. 
 
Earnings season for companies with March fiscal year end kicks off before the extended holiday season 
(between 27 April and 6 May) but the peak season is expected to be between 10th and 15th May. 
Guidance on corporate earnings by Japanese companies are expected to remain conservative and below 
market consensus due to uncertainties surrounding the global economy. Downbeat guidance is expected 
to limit the upside of the stock market in the near term to around 22,000 yen in terms of the Nikkei 225 
index. In the meantime, attractive valuation levels, 5% level earnings growth expectation and active 
shareholder return policies are expected to support the downside of December 2018’s low. We expect 
the stock market to trade in a range between the two. 
Economically sensitive stocks are potentially deviating from fundamentals after stock prices have risen 
sharply on expectation for an end to inventory adjustment and earnings recovery while near term 
earnings remain sluggish and order recovery may be delayed to the first half of next year due to prolonged 
inventory adjustment. 
 
We remain cautious on the outlook of the US economy and fear a risk of recession in 2020 as we believe 
capital expenditure in the US has entered a cyclical downturn in addition to the already deteriorated 
investment sentiment due to the negative impact of the US-China trade friction and concerns over 
potential restrictive measures on Chinese companies by the US government.  
 
Amid concerns over the slowing global economy and uncertainties around US policies, we expect 
volatility to remain relatively high. Risks to the market includes the global economic outlook, the impact 
of the US-China trade friction on the real economy and business confidence as well as investments, the 
pace of FED rate hike and Brexit. 
 

Upcoming Major Events 
 
1 Apr     New Era name “REIWA” was announced 
27 Apr   Extended 10 day Golden week starts (until 6 May) 
30 Apr   Abdication of Emperor Akihito (Heisei era ends) 
1 May    Enthronement of Crown Prince Naruhito (Reiwa era begins) 
10 May Peak Earnings Season (until 15 May) 
28 Jun   G20 in Osaka (until 29 Jun)  
21 Jul     Upper House election (estimate) 
20 Sep   World Cup Rugby in Japan (until 2 Nov) 
1 Oct      Consumption Tax Rate Hike from 8% to 10% 
22 Oct   Enthronement Ceremony 
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Reiwa – The Japanese government announced on 1st April “Reiwa” as the name for the next era which 
will be used for the next Emperor’s reign from May. The selection drew on Japanese literature for the 
first time in history.  Reiwa literally means “beautiful harmony” according to the Japanese government. 
The new era name is composed of two Chinese characters – “rei” meaning “good” or “auspicious” but 
also denoting “command”, and “wa” meaning “harmony” or “peace.” 74% of the public approve of the 
name Reiwa selected for the nation’s next era, 85% saw the government’s choice of a name from a 
Japanese classic, rather than Chinese source, as a positive, a survey showed. (Source: Japan Times) 
 
Extended 10 day consecutive holiday “Golden Week” 

27 Apr Sat  

28 Apr Sun  

29 Apr Mon Showa Day 

30 Apr Tue Coronation Day Holiday 

1 May Wed Coronation Day 

2 May Thu Coronation Day Holiday 

3 May Fri Constitution Memorial Day 

4 May Sat Greenery Day 

5 May Sun Children’s Day 

6 May Mon Children’s Day observed 
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