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4 “Japan’s Stewardship Code” A

Japan’s Stewardship Code (“the Code™) defines key principles for “Responsible Institutional
Investors”. Institutional investors are required to increase the value of investee companies and to
support their sustainable growth through engagement (dialogues with the companies) in order to
deliver high medium-to-long-term returns to their clients for whom they manage assets. The code was
modeled after the UK Stewardship Code which was first adopted in 2010. )

\_
One of the key policies of the “third arrow” in the Abenomics
— 160 institutional investors committed to the Code as of August end 2014

B The Code was enacted on February 2014 after the Cabinet approval as one of policies of the “third
arrow (Japan Revitalisation Strategy)” of the Abenomics followed by expert councils held six times.
The Code was regarded as a key policy to increase corporate value and support sustainable growth of
the company as a responsible shareholder within the context of restoring “capability of generating
profits” set in the Japanese government’s growth strategy through corporate reform. So far,

160 institutional investors (asset managers, pension funds etc. including SMAM) are committed to
the Code as of the end of August this year.

it 2 Aim to increase the investment return of beneficiaries
Point Further improvement in management quality required for institutional investors
B Institutional investors are expected to increase the corporate value of investee companies and
the investment return for mid-to-long term through dialogue for engagement by identifying problems

of the investee companies to support their sustainable growth, not merely exercising voting rights as a
shareholder.

B The responsible institutional investors, therefore, are required to brush up their investment skills
further. In order to properly perform engagement activities, i.e., “communication with constructive
purpose” with investee companies, enhancing engagement capability and proper control of
the activities is increasingly becoming important.

Seek for achieving sustainable growth of investee companies by
sl the collaboration between the companies and their shareholders
B Move to issue guidelines on the corporate governance
In addition to the Stewardship Code, the Japanese government is planning to adopt a Corporate
Governance Code prior to the shareholder’s meeting season next year. The new code is intended to
contribute to change the mindset of the management and to urge more performance-oriented decision-
making to win the global competition.
B Government aims to achieve the sustainable growth of companies through internal reform
The Japanese government is promoting the growth of companies through their own internal reform
by implementing the codes on both shareholders and companies. Although these policies would not

take effect at once, they are expected to promote mid-to-long term sustainable growth of Japanese
companies.
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B Disclaimer

Please read this disclaimer carefully.

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

® 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.

® 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.

® Past performance is not necessarily indicative of future results.

® 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.

® 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.

® 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.

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

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

® 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.

® 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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