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Developments of IIMA-GMVI in the first half of 2019
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The IIMA-GMVI (hereinafter GMVI) continued to fluctuate mostly around the value 2.0 in the first half of
2019, remaining well under the past average level of 3.0 (since 1994)

The events in the US included inclination to more cautious attitude of the Fed and following change of its
stance toward easier monetary policy, worsening of trade and commerce issues following the announcement of
the fourth round of punitive tariff measures against China and responding Chinese adoption of retaliatory tariff
increase against the US. During the period, against a backdrop of concerns over an approaching end of the
cyclical expansionary phase of the world economy and increase of uncertainties over its future including future
policy developments, there were occasions that the volatilities of stock price and foreign exchange rose, albeit
being intermittent and limited. Especially the volatility was high in the Emerging Markets excluding China which
retained fragility in the fundamentals in their economy and financial market.

In the latter second half of 2019, it is expected that the financial market and the real economy will continue to
be swayed mostly by the political developments. Causes of concern include, first, the possible expansion of trade
and commerce frictions from bilateral ones between the US and China to global ones. It should be carefully
watched to what extent the US Trump administration will increase its targets of additional tariff burdens beyond
the intensified tariff measures against China, and what kinds of adverse effect this will bring. Also, the deadline
of the UK’s exit from the EU (Brexit) will come at the end of October. While the world still expects a scenario
that an agreement on Brexit will be made before the deadline for the UK starting a transition period, we cannot
help but worry about a risk of no-deal Brexit. In addition, a hike of consumption tax is expected to be
implemented in Japan as scheduled. Much attention has been attached to its impact on the economic cycle of
Japan. In the emerging world, too, individual countries and markets have various vulnerabilities and therefore
continued vigilance will be needed against capital flights from these countries, depreciation of their currencies
and risk of stalling of their real economy through the influence of the former. Now that the emerging economies
have steadily expanded their economic scale, their malfunction may trigger a global shock, or a jump of the
volatility in the GMVI indices.

*1 As for the countries constituting the GMVI indices, please refer to the IIMA site https://www.iima.or.jp/files/items/185/File/kaisetsu.pdf

*2 IIMA-GMVI is an index, which indexed the daily changes of "foreign exchange”, “bonds” and “stocks" of the target countries in the "past
20 days". On the other hand, VIX is calculated from the volatility of "US S&P 500 stock option", which in other words implies “how much
will the index fluctuate in the 30 days after”. So, there may be a period 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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