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With the Nikkei 225 breaking the 15,000 level, I decided to refresh the charts in this
commentary. The index is up 88.0% from its November 2011 interim low. After months of
discussion and press speculation, last month the Bank of Japan disclosed its radical redo of
monetary policy. The index is up 22.1% since the day before the unveiling on April 4th.
What about Japanese government bonds? The closing yield on the day the Nikkei hit its interim
low on November 25, 2011 was 1.53%. While the index is up 85.0%, the 10-year yield is now at
0.84%.

The table below documents the advances and declines and the elapsed time for the major cycles
in the Nikkei.

The Nominal versus Real Nikkei 225
For most major indexes, we expect to see a significant difference between the nominal and real
price over a multi-decade timeframe. But Japan's chronic bouts of deflation have kept the two
metrics rather tight. Note that I've used a log vertical axis for the index price to better illustrate
the relative price changes over time.

Japanese Bond Yields: How Low Can They Go?
Government bond yields in many safe-haven countries have plunged since the Financial Crisis,
although the US 10-year, now hovering around 1.9 percent, is well off its historic closing low of
1.43 percent set in July of last year. The lesson from Japan is that the trend toward lower yields
can last a very long time. Here is an overlay of the nominal Nikkei (linear scale) and the 10-year
bond along with Japan's official discount rate. The 10-year yield hit its all-time low in June of
2013, about 10 years ago, at 0.43%. It closed today at 0.84%

And here is a closer look at the 10-year yield over time (linear scale).

I mentioned that 10-year record low of 0.43%. When the latest round of BOJ easing was
officially announced on April 4th, the yield closed that day at 0.44 percent.
The consensus view of the Nikkei's massive rally since last November, and certainly one that I
share, is that it is essentially a result of the market's response to rumors and news of the BOJ's
plan for the latest easing of last resort months before its implementation, with the falling Yen as
the key driver.

Interestingly enough, Japan's finance minister recently distanced monetary policy from market
performance.
TOKYO--Japan's finance minister said on Tuesday that it will to take a few months
before the effects of the Bank of Japan's monetary easing on market trends become
clear, maintaining his cautious attitude toward making comments on market
movements

Japan's Aso Urges Patience on BOJ Easing
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Recommend:
TOKYO--Japan's finance minister said on Tuesday that it will to take a few months before the effects of the Bank of
Japan's monetary easing on market trends become clear, maintaining his cautious attitude toward making comments
on market movements.
"The yen may fall and stocks may rise all of a sudden as a result of that, but trends tend to emerge a few months"
afterwards, Taro Aso said at a news conference. "It has only been a month (since the BOJ rolled out aggressive
easing measures). There is nothing particular yet that I need to point out."
Mr. Aso's remarks come as Japanese officials take pains not to raise any suspicions that they are aiming to lower the
yen's value to boost Japanese exports or produce any market reaction through monetary loosening. Some emerging
nations competing with Japan's manufacturers, such as China and South Korea, have continued to accuse Tokyo of
weakening the yen despite Japan's efforts to convince them that monetary easing by the BOJ is intended to bolster
domestic economic activities.

Glenn Cochin
Senior Vice President
Institutional Sales
Trade Manage Capital, Inc.
299 Market Street, Suite 410
Saddle Brook, NJ 07663
(201) 587-2424
(201) 587-9477 (fax)
DISCLOSURE: This message is intended for the Recipient above. It is not a
solicitation, confirmation, recommendation or endorsement of any security,
commodity, or other financial products. The accuracy and completeness of the
information is not guaranteed and no employee, member, director or other
agent thereof, shall be liable for any loss or damage arise therefrom for any
reason whatsoever. If you have received this message in error, please contact
us (201) 587 - 2424 to arrange for its retrieval. If a trade is reported
herein, it may not be the official record of the transaction. It has however
been prepared for informational purposes only. If there are any discrepancies
between this report and what actual was executed or transpired, the events
that actually transpired or trade that was actually executed will prevail.

