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“July Nationwide Consumer Price Index —
Support to the recovery of consumer expenditure is a key”

July Nationwide Consumer Price Index
On Aug 29, the Ministry of Internal Affairs & Communications released July Nationwide
Consumer Price Index (hereafter “Nationwide CPI”) and August Tokyo Ward-area Consumer
Price Index (mid of month preliminary figure, hereafter “Tokyo CPI”). Key figures are shown
as below. Also, the CPI figures excluding consumption tax hike effect are shown in parenthesis

on my calculation.

General Core Core Core
Nationwide CPI1 (July) +3.4% (+ 1.5%) +3.3% (+1.2%) +2.3% (+0.6%)
June +3.6% (+1.5%) +3.3% (+1.2%) +2.3% (+0.6%)
Tokyo CPI (August) +2.8% (+ 0.9%) +2.7% (+ 0.9%) +2.1% (+ 0.5%)
July +2.8% (+0.9%) +2.7% (+0.9%) +2.1% (+0.5%)

(Note) 1. Y-0-Y changes. Figures in parenthesis are CPI excluding tax hike effect calculated by the author.

2. Core: General index excluding fresh food Core Core: General Index excluding food (except alcoholic beverages) & energy.

(Source) SMAM, based on the Ministry of Internal Affairs & Communications data.

July Nationwide Core CPI rose 3.3% y-0-y, same as in June. Taking a close look at key
component items, you will find Fuel, light & water charges slowed to +7.2% (y-o0-y) from
June (+8.1% y-0-y), however, this was offset by acceleration in Food (excluding fresh items),
Transportation & communication and Culture & recreation. With August Tokyo CPI figure
keeping the same pace as that of July, the Nationwide Core CPI is expected to maintain its rising

pace at a lower half of 1% for the time being.
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(Note) Data from January 2010 to July 2014 (exclude impact of the consumption tax hike)
(Source) SMAM, based on the Ministry of Internal Affairs & Communications data
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According to the Family () Real Consumption Expenditure (m-o-m, 2014)
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Income and  Expenditure

10 ®Whole Housholds
Survey announced on the same

m Worker's Households only

day, the real consumption
expenditure of July declined

5.9% y-0-y, which was worse
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than in June (-3.0% y-o0-y).
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Although we are anticipating
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private consumption recovery
after this summer, this weak (Source) SMAM, based on the Ministry of Internal Affairs & Communications data
figure gave me a slight concern. However, looking in more detail, “Workers’ households with
Two-or-more-family members”, July figure (-3.6% y-o0-y) improved from June (-4.5% y-0-y).
In addition, real consumption of worker’s households increased by 1.7% (increase of two
consecutive months), while expenditure of whole households in July declined by 0.2%
(seasonally adjusted, m-o-m). | think this indicates that the consumption by the household of
working generation is solid, supported by the increased wages and bonus.

Future Outlook & Focus

The key for CPI’s evolution going forward should be whether or not the private consumption
recovery is maintained, led by the expenditure of “Worker’s households” as strength of
domestic demand such as private consumption eventually influences the CPI. To keep a positive
trend of CPI, | believe it is essential to maintain people’s expectation for the continuation of the
improvement of the employment/wage environment. | think the Japanese government needs to
use both monetary and fiscal measures persistently to stimulate the economy, not just waiting
for the materialisation of wages and bonus increase in the private sector.
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Disclaimer

Please read this disclaimer carefully.

e This material is for non-Japanese institutional investors only.

e The research and analysis included in this report, and those opinions or judgments as outcomes thereof, are intended to introduce or
demonstrate capabilities and expertise of Sumitomo Mitsui Asset Management Company, Ltd. (hereinafter “SMAM”), or to provide
information on investment strategies and opportunities. Therefore this material is not intended to offer or solicit investments, provide
investment advice or service, or to be considered as disclosure documents under the Financial Instruments and Exchange Law of Japan.

e The expected returns or risks in this report are calculated based upon historical data and/or estimated upon the economic outlook at
present, and should be construed no warrant of future returns and risks.

e Past performance is not necessarily indicative of future results.

e The simulated data or returns in this report besides the fund historical returns do not include/reflect any investment management fees,
transaction costs, or re-balancing costs, etc.

e The investment products or strategies do not guarantee future results nor guarantee the principal of investments. The investments
may suffer losses and the results of investments, including such losses, belong to the client.

® The recipient of this report must make its own independent decisions regarding investments.

e The opinions, outlooks and estimates in this report do not guarantee future trends or results. They constitute SMAM’s judgment as of
the date of this material and are subject to change without notice.

e The awards included in this report are based on past achievements and do not guarantee future results.

e The intellectual property and all rights of the benchmarks/indexes belong to the publisher and the authorized entities/individuals.

e This material has been prepared by obtaining data from sources which are believed to be reliable but SMAM can not and does not
guarantee its completeness or accuracy.

e All rights, titles and interests in this material and any content contained herein are the exclusive properties of SMAM, except as
otherwise stated. It is strictly prohibited from using this material for investments, reproducing/copying this material without SMAM’s
authorization, or from disclosing this material to a third party.
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