QUICK Consensus DI (Diffusion Index)

for Economic Forecast

The QUICK Consensus DI is a proprietary macro indicator that calculates from the number of
companies that have made an upward or downward revision to their analyst's forecasts and
indicates the trend of a company's earnings forecast. With the COVID-19 infection risk on a rise,

the consensus DI has remained low (as of September 2020) after it bottomed out because of
Lehman Shock.

The following chart compares the Nikkei 225 and the QUICK Consensus DI. The last three
recessionary periods (blue boxes) indicated by the data prepared by the Cabinet Office show that
the DI has remained in negative. Because the DI calculates by subtracting the ratio from upward
revision to downward one, a minus value of DI indicates that the downward revised stocks are

more than the upward revised ones.
*Chart of Nikkei 225 and QUICK Consensus DI (blue box indicates recession period)
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To express the transition more clearly, the QUICK Consensus DI also calculates the
"Cumulative DI", which is the DI accumulated from the time of the calculation in October 2004.
It is possible to know the "Peaks" and "Troughs" in the index, and grasp the level of analysts'

earnings forecasts and the trend of strength or weakness at the same time.



*Consensus cumulative DI provides an understanding of the level and direction of the

company's business performance
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At the time of the economic recession following the Lehman shock of 2008, the forecasts of
business performance by analysts constantly dropped resulting in lowered Consensus DI. The
stock prices dropped too. The stock prices, however, have not fallen as much as the DI in the
recession since October 2018. Behind the diminishing link between earnings and stock prices
may be the impact of monetary easing by the Bank of Japan and other central banks. Thus, the
balance of the Bank of Japan's fund in provision (monetary base) has also been added on the
chart.

*Large-scale monetary easing underpins the market

o

-250 @

22500 - =
-0 ©

20000 - g
ITe) --250 S5
& 17500 °
o --500 4
£ 15000 a
= --750 @
z 2
12500 1000 5
10000 - g

- O

7500 - g

[ BOJ Monetary Base

200 -

2004/10 2006/11 2008/12 2011/01 2013/02 2015/03 2017/04 2019/05

Nikkei225

QUICK Consensus cumulative DI:Manufacturing
QUICK Consensus cumulative DI:Non facturing
QUICK Ci cumulative DI:All industri




