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The Global Markets Headed for Moderately Higher
Stock Prices and Foreign Currencies following
Small-Scale Turbulence Until March

The representative of an independent investment information
company expects the world’s major markets in April to “be
headed for a moderate uptrend of stock prices and foreign cur-
rencies now that the short-term vigilance scenario has material-
ized.”

The turbulence on the global markets, seen mainly in Febru-
ary, originated in the U.S. market. That turbulence was not
caused by any major deterioration in the U.S. economy or corpo-
rate earnings, but can be traced to “the declines in U.S. stock
prices to return to more appropriate levels” after they became
apparently overbought, seen in the light of the expected price-
earnings-ratio (PER), on excessive expectations on economic
stimulus meas ures of the Trump administration, the represen-
tative pointed out.

This rather small-scale turbulence sent particularly Japanese
stocks into “oversold positions in tandem with the weakening
U.S. stock market” despite robust earnings of Japanese compa-
nies, he said. The representative notes that Japanese shares are
seen to be oversold by looking at the actual conditions of corpo-
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rate earnings and investor behaviors.

In terms of corporate earnings, the expected PER approached
13 times, the lower end of its range in recent years. Taking the
behavioral patterns of investors into account as another factor,
the representative expects to see “higher Japanese stock prices,
higher foreign currencies and a weakening of the Japanese yen.”

From around the final week of March, the global financial mar-
kets began moving in the positive direction, meaning higher
stock prices and higher foreign currencies, in the form of rallies
by oversold stocks, particularly Japanese stocks, and foreign cur-
rencies. Needless to say, investor sentiment should remain pre-
carious, and as investors are prone to react to various negative
news, the markets’ swings should continue for the time being.
Despite this, the representative of the investment information
company says that “the global economy is expected to maintain
a recovery trend this year, and the markets at home and over-
seas are likely to stay firm in line with this medium- and long-
term economic outlook.”

(Excerpt from the April 6, 2018, edition of the “Cybernomics Report”)
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