g BEMEEA EEERHER
2020/1/14

2019 % 7~ 12 A IIMA-GMVI D#E D & Y

Developments of IIMA-GMVI in the Second half of 2019
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In the latter half of 2019, the IIMA-GMV1 (hereinafter GMVI) continued to follow the trend of the previous
half, fluctuating mostly around the value 2.0, well below the past average level of 3.0 since 1994.

In the US, against the concern that the cyclical expansionary phase of the world economy might be coming to
an end, the Fed cut its policy rate in July for the first time in ten and a half years, with additional cuts in
September and October. The trade relations between the US and China worsened further in August as they each
announced another hike of their tariffs, triggering an increase of volatility. However, in December they reached
an agreement on the first phase of the trade pact, bringing a temporary truce in the trade war. Events relating to
the BREXIT also led to an on-and-off and limited rise of volatility, but since October volatility tended to decrease
in both GMVI(Advanced Markets) and GMVI(Emerging Markets ex China).

The first risk that should be taken into account in 2020 will be the result of the US presidential
election scheduled in November, since it will make a big change in the policy direction whether the
Republican Trump administration will continue to hold its power or the Democrats will take over the
power. No doubt the developments in the election campaign also warrant close observation. There still
remains a possibility that the struggle for hegemony in the high-tech industry intensifies between the
US and China. Or the re-ignition of the US-China trade frictions will cause a growth deceleration of the
world economy. There remain other problems like digital taxation between the US and the EU, and
ratification process of the USMCA in the US, Canada and Mexico. The situation in the Middle East
might affect not only the stability in the region but also the development of the global oil prices. In
emerging countries, many countries and markets have various vulnerabilities of their own, and they are
liable to be affected by external events including the above-mentioned risks. We need to pay continuing
attention to risks of capital flight from these countries and depreciation of their currencies and their

economic downturn that may be caused thereof.

*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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