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▪ The Nikkei Average opened sharply lower this week, with potential 
downside targets at the 51,300 yen, 50,300 yen, and 47,000 yen levels.

▪ The near term looks challenging, but potential for a sharp rebound in 
equities remains if Trump shifts on his Iran policy.

The Nikkei average opened sharply lower Monday, with 
support levels at around ¥51,300, ¥50,300, and ¥47,000

On 9 March, WTI crude futures surged to $111.24 per barrel in early trading 
(Japan time), marking the first time it had reached the $111-level since 
July 2022. This appeared to be in reaction to fresh reports that President 
Trump was considering the option to deploy special forces on the ground 
in Iran (as reported by Bloomberg News), in addition to the news that the 
US State Department had ordered the departure of US personnel and 
diplomats stationed in Saudi Arabia (reported by The New York Times). 

The Nikkei Stock Average also saw a significant decline from opening on 
9 March. In reassessing the Nikkei’s downside targets, the key levels to 
watch include the lower boundary at ¥51,361.31 (valid until 11 March), the 
closing price of ¥50,339.48 on 30 December last year (a breach would 
negate the year-to-date gains), and ¥47,080.22 (a 20% decline from the 
recent high on 27th February; a breach would signal a bear market).

How does this impact the dollar-yen rate?

Japan’s high dependence on Middle Eastern energy means worsening 
terms of trade are intensifying depreciation pressure on the yen. If inflation 
concerns and expectations of rate hikes strengthen in Europe and the US, 
interest rate differentials with the Bank of Japan will widen, creating a risk 
that yen depreciation will accelerate further. Foreign exchange intervention 
is likely to become a topic. We are considering revising the projected 
dollar–yen trading range toward further yen weakness.
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Could we see a sharp stock rebound?

Factors including strikes and model changes likely distorted the 
latest US employment figures. Our assessment suggests that the 
labour market remains characterised by low hiring and low firing, 
with no widespread surge in layoffs. We have not changed our 
view that the policy rate will be held at the current rate. However, 
the extent to which rising crude oil prices persists remains a key 
focus for assessing the US economy outlook.

Regarding the situation in Iran, it appears we are moving closer 
to the third scenario outlined in our previous report (on 5 March): 
‘Conflict between the US/Israel and Iran escalates and becomes 
protracted, causing crude oil prices to surge.’ While a challenging 
period for equity markets is expected in the near term, if high 
oil prices and falling stocks are deemed detrimental to the US 
economy, we expect to see a shift in President Trump’s policy 
stance towards Iran.
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General disclosure:
 
The material is intended for professional and institutional investors only. 

This material is intended for information purposes only without regard to any particular user’s investment 
objectives or financial situation and should not be construed as an offer, solicitation, recommendation, or 
advice to buy or sell securities or pursue any investment strategy in any jurisdiction. Any examples used, 
charts, and graphs are generic, hypothetical, and for illustration purposes only. Any forecasts, figures, 
opinions, or investment techniques and strategies contained are for information purposes only, and are 
based on certain assumptions and current market conditions that are subject to change without prior no-
tice. This material does not contain sufficient information to support an investment decision and it should 
not be relied upon by you in evaluating the merits of investing in any securities or products. Nothing in 
this material constitutes accounting, legal, regulatory, tax or other advice.

No representation or warranty is made as to the accuracy, completeness, fairness or timeliness of the 
statements or any information contained herein. This material is not legally binding and no party shall 
have any right of action against Sumitomo Mitsui DS Asset Management (UK) Limited, including our affil-
iates, in relation to the accuracy or completeness of the information contained in it or any other written or 
oral information made available in connection with it. The views expressed are those of the author at the 
time of the writing. The material is correct to the best of our knowledge at the date of issue and subject 
to change without notice. 

The intellectual property and all rights of the benchmarks/indices belong to the publisher and the author-
ised entities and individuals. All right, title, and interest in this material and any information contained 
herein are the exclusive property of Sumitomo Mitsui DS Asset Management (UK) Limited, except as 
otherwise stated. 

This material is issued by Sumitomo Mitsui DS Asset Management (UK) Limited. Registered in England 
and Wales. Registered office: 100 Liverpool Street, London, EC2M 2AT, United Kingdom; registered 
number 01660184. Authorised and regulated by the Financial Conduct Authority.

This material and the information contained may not be copied, redistributed, or reproduced in whole or 
in part without the prior written approval of Sumitomo Mitsui DS Asset Management (UK) Limited. 

Risk warning: Investment involves risk, including possible loss of the principal amount 
invested, and the value of your investment may rise or fall. Past performance is not a reliable 
indicator of future performance and may not be repeated. An investment’s value and the income 
deriving from it may fall, as well as rise, due to market fluctuations. Investors may not get back 
the amount originally invested. 


