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There are reasons to beliewve that the USD/IPY uptrend is sustainable.

The UsD/IPY is trying to resume an uptrend. The laggard housing sector
recovery had been raising concerns about the US economy, but, as suggested by
the Teading NAHE indicater, housing starts data shewed a sharp increase in
July. also, the July FoOMC minutes confirmed that committee members are
considering the possibility of increasing policy rates sooner.

wWe see the USD/IPY uptrend continuing through 2015 and into 2016, and think
the rate could ultimately overshoot 120. Our reasoning is as follows:

1} The US economy’s recovery cycle: Once underway, a sustainable cycle should
last a few years. We see US interest rates rising (albeit slowly), and
continuing te suppoert the USD/IPY.

2) EUR depreciation: with the wrapping up of purchasing cperations after the
sovereign debt crisis in Southern Eurcpe, the EUR appears to have fallen to a
downtrend that reflects the economic and monetary policy gap with the Us. UsD
appreciation facilitates EUR depreciation, and a weakening EUR should
continue to reinforce a strengthening USD.

3} Japanese money: Japan's institutional and individual investors hawve been
steadily buying foredign currencies on dips. Their positions are a long way
from completely factoring in JIPY depreciation. As the JPY weakens, these
investors will 1ikely raise the dip levels that they buy on, and continue
supporting the JPY depreciation trend. Public pensions are already providing
strong support by increasing their overseas investments.
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