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 According to the October “Economy Watchers Survey” (covered period from 25  to 31 October),              

the current conditions DI (Diffusion Index) declined 3.4 points m-o-m to 44.0 points stayed below       

the neutral level of 50 points for three consecutive months. The household activity-related DI 

declined sharply by 4.4 points m-o-m, the corporate activity-related DI declined by 1.7 points m-o-m 

and the employment-related DI declined by 1.2 points m-o-m. 

 One of voices heard on the street was, quote “This month, the number of shopping customers 

substantially declined due to two strong typhoons over two consecutive weekends  usually crowded 

with many visitors (according to a surveyed supermarket in South Kanto region)”, unquote.                        

Many similar voices were heard complaining of the impact of bad weather on their business. 

 “The future conditions DI”, which indicates  two 

to three months’ future economic sentiment 

declined by 2.1 points m-o-m for five consecutive 

months to 46.6 points, stayed below the neutral 

level of 50 points for two consecutive months.    

All of the categories (household, corporate and 

employment) of the future conditions DIs 

worsened this time.    

  At the survey, voices of expressing anxiety over 

the possible tax hike and expensive energies were 

heard on the street, quoting “We would find 

customers save spending due to anxiety over 

further consumption tax hike to 10%, concerns 

over price hike of daily necessities and higher 

kerosene price in winter (according to a surveyed 

supermarket in Tohoku region)”. On the other 

hand, positive voice was also heard, quoting “Car 

Sales increase can be expected because of a new 

model launch and model changes (according to               

a surveyed car dealer in Shikoku region)”. 
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Current conditions DI declined due to bad weather 
DIs of household activities, corporate activities and employment declined 

Future conditions DI stayed below the neutral level for two months 
Concern over the next consumption tax hike and the energy price hike 

It can be captured by “Economy Watchers Survey” conducted monthly by Japan`s Cabinet Office. 

This survey is also called “Street Business Sentiment Survey” covering approximately 2,000 workers 

called “Watchers” engaged in industries sensitive to the economic activities such as taxi driver, store 

manager of convenience store, restaurant operator etc.  The neutral level of this index to judge 

whether the economic sentiment is good or bad is 50 points. 

(Note )  Time Horizon: January 2000 - October 2014

（Source） Prepared by SMAM based on data from Japan`s Cabinet Office and  Bloomberg



Future Outlook 

 Disclaimer 

  

Please read this disclaimer carefully. 

 This material is for non-Japanese institutional investors only. 

 The research and analysis included in this report, and those opinions or judgments as outcomes thereof, are intended to 

introduce or demonstrate capabilities and expertise of Sumitomo Mitsui Asset Management Company, Ltd. (hereinafter 

“SMAM”), or to provide information on investment strategies and opportunities. Therefore this material is not intended 

to offer or solicit investments, provide investment advice or service, or to be considered as disclosure documents under 

the Financial Instruments and Exchange Law of Japan. 

 The expected returns or risks in this report are calculated based upon historical data and/or estimated upon the economic 

outlook at present, and should be construed no warrant of future returns and risks. 

 Past performance is not necessarily indicative of future results. 

 The simulated data or returns in this report besides the fund historical returns do not include/reflect any investment 

management fees, transaction costs, or re-balancing costs, etc. 

 The investment products or strategies do not guarantee future results nor guarantee the principal of investments. The 

investments may suffer losses and the results of investments, including such losses, belong to the client. 

 The recipient of this report must make its own independent decisions regarding investments. 

 The opinions, outlooks and estimates in this report do not guarantee future trends or results. They constitute SMAM’s 

judgment as of the date of this material and are subject to change without notice. 

 The awards included in this report are based on past achievements and do not guarantee future results. 

 The intellectual property and all rights of the benchmarks/indexes belong to the publisher and the authorized 

entities/individuals. 

 This material has been prepared by obtaining data from sources which are believed to be reliable but SMAM can not and 

does not guarantee its completeness or accuracy. 

 All rights, titles and interests in this material and any content contained herein are the exclusive properties of SMAM, 

except as otherwise stated. It is strictly prohibited from using this material for investments, reproducing/copying this 

material without SMAM’s authorization, or from disclosing this material to a third party. 

  

Registered Number: Kanto Local Finance Bureau (KINSHO) No.399 

Member of Japan Investment Advisers Association and the Investment Trusts Association, Japan                              

© Sumitomo Mitsui Asset Management Company, Limited 

 Rising expectation for further upward revision of corporate earnings  

     as a result of  progress of JPY depreciation 

The US$/JPY FX rate also moved dramatically as JPY weakened beyond 115 yen level for the first 

time in about seven years. In general, the weakening of yen is deemed to give positive impacts on    

the Japanese corporate earnings. Expectation for the upward revision of the corporate earnings will 

be enhanced if the US$ /JPY FX rate keeps staying at the current level, which is approx.10 yen 

cheaper than 105 yen, the rate many Japanese corporations currently use for their guidance of 

earnings forecasts for the second half of FY2014. The upward revision of corporate earnings will 

contribute to increasing wages and consumption recovery, putting the Japanese economy on               

a virtuous cycle.    

 Expectation for consumer sentiments’ improvement by a surge of stock market 
The stock and currency markets dramatically moved after the BOJ’s unexpected announcement on 

additional expansion of Quantitative & Qualitative Easing on October 31. Responding to the BOJ’s 

action, Nikkei 225 index surged strongly beyond JPY17,000 for the first time in about seven years. 

This movement will contribute to improving the lackluster consumer’s sentiment, offsetting                          

the negative impact of the bad weather.   

Improving consumers’ sentiment brought by a BOJ’s action 

will make a positive impact on the Japanese stock market  


