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Developments of IIMA-GMVI in the first half of 2018
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As in the latter half of 2017, the IIMA-GMVI (hereinafter GMVI) hovered below the standard level of 3.0 in
the first half of 2018, although it sometimes picked up to the latter half of 2.0 range responding to the events in
the U.S. and emerging economies.

Major events in the U.S. in the first half of this year included world-wide falls of stock prices including the
U.S. due to a rise in the long-term interest rates, heightened expectations for a continued increase of FF rates by
the FRB, and escalation of trade frictions with China (the above for February), air attack on Syria together with
the UK and France (April), withdrawal from the Iran Nuclear Agreement (May). Although the global economy
continues its cyclical expansion, the GMVI hovered from January to March at a higher level than in the latter half
of 2017, reflecting a rising volatility in foreign exchange and stock prices against the backdrop of increased
uncertainties on both political and economic fronts, and rising interest rates in the U.S. After April, the
GMVI(Advanced Markets) generally continued to be flat, while the GMVI(Emerging Market exc. China)
exceeded the 3.0 level for the first time in the last 10 months due to depreciations of their home currencies
affected by the higher U.S. interest rates, rise in crude oil prices and inflation concerns fed by reports on the
economic collapse in some of emerging countries. Moreover, the latter reached almost 4.0 level as of the end of
June.

The indices are expected to fluctuate nervously reflecting global political developments in the latter half of
2018. In the advanced markets, there is a risk of rekindling political uncertainties triggered by the birth in Italy of
a Eurosceptic government led by the Five Star Movement and resignation of EU hard-liner ministers in the UK,
while in the U.S. there is a risk of an increased economic uncertainty affected by the midterm election in
November.

Meanwhile in the emerging markets, continued careful attention should be given to the developments such as
the capital flights and currency depreciations associated with the successive interest rate hikes by the FRB, and to
the outcome of the conflicts in the Middle East and North Korean issues. In the environment of rising “Me first”
policies and nationalism in many countries with no signs for improvement in geographical risks, there is a
possibility that any localized political or military conflict may trigger a sudden rise in GMVI.

*1 As for the countries constituting the GMVI indices, please refer to the IIMA site http://www.iima.or.jp/Docs/ppp/index/kaisetsu.pdf

*2 IIMA-GMVI is an index, which indexed the daily changes of "exchange”, “bonds” and “stocks" of the target country's "past 20 days". On
the other hand, VIX is calculated from the volatility of "US S&P 500 stock option", which in other words “how much will the index
fluctuate 30 days ago”. So, there is a term when IIMA-GMVI and VIX show a negative relationship.

For more details of the index, please refer to https://www.cboe.com/micro/vix/vixintro.aspx
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