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:M Nikkei 225 recovered the level of year 2000

“Yen depreciation” and “Excess Liquidity” are Tailwinds

B Nikkei 225 index recovered JPY19,000 level on
March 13 for the first time in almost 15 years since
April 19, 2000 (closing price basis).

M The Nikkei index was range-traded between
18,600 yen to 18,800 yen for a few weeks at
the end of February, but it surged helped by
improved external environment.

M January Machinery Order released on March 11
was - 1.7% m-o-m, better than expectation of - 4%
m-o-m by Bloomberg consensus, which showed
Japan’s strong recovery on track. In addition,
the February “Survey on Labor Economy Trend”
published by the Ministry of Health, Labour &
Welfare showed a solid recovery sign as
the sentiment of labour shortage reached its
historical high level. Such movement was also
helped by USD/JPY rate that has risen above 121
yen since December 2014.

M In addition to the high expectation for the solid
recovery, the Japanese stocks are likely to move
higher, helped by global money inflow under
excess liquidity, which is spurred by the monetary
easing of ECB since March 9.

Outlook

B When Nikkei 225 was traded above 19,000 yen in
Year 2000, the P/E of the stocks was extremely
high of between 70x and 100x during the period of
so-called “IT Bubble” in Japan. The Current P/E is
still 17.4x and the market does not look like
a bubble. Although the market may become more
volatile under increasing excess liquidity,
the Japan's market is expected to advance
underpinned by strong corporate earnings as
the pretax profit for FY2015 is forecasted to grow
to the historical high.

Sign of economic recovery
Fresh money inflows into the equity
market amid excess liquidity

Upbeat earnings growth will
support the equity market

Nikkei 225 gained above 19,000 yen as a milestone
19,000 yen was a 15-year high since April 2000
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(Price of 11t for Mar. 2015).
PER = Stock price / Earnings per share. Based on Nikkei forecast.

(Source) SMAM, based on Quick Astra Manager data.
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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/indices 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.

o 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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