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Market Review 

The Japanese stock market rose the most amongst major markets in October. Japanese stocks declined 
over 2% at the beginning of the month following a decline in the U.S. stock market which fell on weak 
September ISM manufacturing index at 47.8, below 50 for the second consecutive month, casting 
concerns over the impact on employment. Subsequently, the market rebounded, erasing earlier losses 
and continued to climb throughout the month on hopeful expectations for progress in U.S.-China trade 
talks after a tentative agreement on farm products, growing expectations for corporate earnings to hit a 
bottom at month-end and comforted by the extension of the Brexit deadline which was slated for 31st of 
October. Both the TOPIX and the Nikkei rose to the highest in more than a year. 
 
The TOPIX index closed 79.21 points higher (+4.99%) at 1,667.01 points. The Nikkei 225 index closed 
1,171.20 yen higher (+5.38%) at 22,927.04 yen. The Japanese yen closed flat against the U.S. dollar closing 
at 108.03 yen. 
 
Among TSE 33 sectors, 32 rose and 1 declined. The best performers were cyclical and resource sectors 
such as Metal Products, Marine Transportation, Nonferrous Metals and Rubber Products as well as the 
Pharmaceutical sector, led by a jump in Eisai’s shares. The only sector that declined was Textile & Apparel. 
Other Products, Fishery, Agriculture & Forestry, Land Transportation and Insurance were the other 
underperformers. 
 
Eisai’s shares jumped after the company and Biogen announced their plans to apply for regulatory 
approval in early 2020 for Aducanumab, an investigational treatment for early Alzheimer’s disease. 
 
Year-to-date, the TOPIX rose +11.57% and the Nikkei 225 rose +14.55%. Among the TSE 33 sectors, 28 
sectors rose led by Precision Instruments, Other Products, Electric Appliances, Information & 
Communication and Services while 5 sectors declined led by Iron & Steel, Oil & Coal Products, Electric 
Power & Gas, Air Transportation and Fishery, Agriculture & Forestry. 
 

October 2019 performance 
 
Mid-caps outperformed Large and Small cap stocks. Value stocks outperformed Growth stocks 
particularly in the first half of the month.  
 
Nikkei 225 +5.38% 
TOPIX +4.99% 
Large cap (TOPIX 100) +4.68% 
Mid cap (TOPIX M400) +5.09% 
Small cap (TOPIX Small) +6.42% 
TSE2 +6.24% 
JSDA +3.80% 
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Mothers -0.23% 
TOPIX Value +4.80% 
TOPIX Growth +5.18% 
TOPIX Small Value +7.79% 
TOPIX Small Growth +5.22% 
USDJPY 108.03 (-0.05%) 

 
Market Outlook 
 
Further deterioration in the U.S.-China relationship will exert downward pressure. It will push the U.S. 
economy into recession just before the presidential election and increase the chance of a change in the 
administration. To avoid such development, we suspect, the United States and China will start to work 
on a compromise before the end of the year as President Trump needs to win political support out of the 
U.S.-China trade war in time for the presidential primaries and caucuses in February 2020. The U.S. 
economy is slowing and there is a possibility that it will enter into a recession next year as indicated by 
slowing capital expenditure. The Federal Reserve Board cut its policy rate for the third time this year in a 
pre-emptive move as widely expected. 
 
Amid peak earnings season, more Japanese companies are revising down full year earnings projections 
as we had anticipated. Stocks may still briefly test the downside after the announcements but we expect 
such moves to be short lived as the market has already priced in most of the earnings downgrades. 
Thereafter, we expect oversold cyclical stocks to find a bottom and gradually lead a rebound in the stock 
market. Amid concerns over the slowing global economy, trade disputes and uncertainties around US 
policies, we expect volatility to remain relatively high. Risks to the market include the global economic 
outlook, the impact of the US-China trade friction on the real economy and business confidence, in 
addition to the FED policy and Brexit. Political uncertainties in the U.S. cast further risks to the market. 
Impeachment of Donald Trump and Mike Pence taking office as an active president will be to the 
advantage of democrat senator Elizabeth Warren and hurt financial markets seriously. Two cabinet 
ministers, the justice minister and trade and industry minister, resigned for alleged violation of election 
law and were replaced subsequently in PM Shinzo Abe’s newly formed cabinet. The consumption tax hike 
of two percent from 8% to 10% on 1st October is widely viewed to have limited impact on consumption 
so far thanks to the stimulus that offset some of the negative impact of the tax hike.  
The Bank of Japan kept its monetary policy on hold but tweaked its forward guidance hinting at a 
willingness to cut rates further. 
 

Upcoming Major Events 
 
Chile cancelled APEC meeting 
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