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June “Tankan” survey showed business confidence improving

Current confidence increased
Weak JPY and improving
“retailers” raised confidence

Point 1

B The Bank of Japan released “Tankan as of June 2015”
on July 1. The latest “Business Condition Diffusion
Index” for large manufacturers gained by 3 points to
+15 from the previous time in March, while the Index
for large non-manufacturers rose by 4 points to +23.
Upbeat corporate earnings buoyed by weak JPY and
improving “retailers” pushed the business confidence
higher.

B The “Future Business Condition Diffusion Index
(Future DI)” added 1 point to +16 points for large
manufacturers, but lost 2 points to +21 points for
non-manufacturers. The future business sentiment
seems to take a respite, mainly in Communication,
Transportation & Postal Services, and Real Estate
industries.

Further earnings revision is expected
Capex will be also revised upward . , ) .
Sales, Recurring Profits and Capex of Large Companies

B The recurring profits for large manufacturers for both
FY2014 and FY2015 (forecast) were revised upward
to +11.5% and +0.8% y-0-y, respectively from the
previous survey. The profits are expected to move
higher if the exchange rates remain at current levels
as large manufacturers assume lower USD/JPY rate of
115.62 (average) for the forecast.

B The Capex (including land investment but excluding
software investment) for FY2015 is expected to
increase by +18.7% y-o-y for large manufacturers
from +11.8% at the previous time. Corporate
earnings expansion seems to support upbeat Capex.

"Business Condition Diffusion Index of Large Companies"
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(Note) Data period is from March 2011 to September 2015 (quarterly basis). Data upto June 2015 is
based on Current DIs and those of September 2015 are based on Future DlIs as of June 2015.

(Source) SMAM, based on Bloomberg L.P. data.

(Y-0-Y,%)
FY2014 FY2015

(Actual) chg,% (Forecast) chg, %

Manufacturers 13 0.1 0.9 0.4

Sales Non-Manufacturers 0.5 3.1 0.3 -3.6
All Industry 0.8 -1.8 0.6 -2.0
Manufacturers 11.5 6.1 0.8 5.5
Non-Manufacturers 3.7 03 1.5 1.8
All Industry 7.6 3.2 1.1 3.7
Manufacturers 5.6 -11 18.7 11.8
Non-Manufacturers 6.0 -2.6 4.7 6.3
All Industry 59 -2.1 9.3 8.2

Recurring
Profits

Capex

(Note) '"chg, %" is changes between this time and previous survey.

(Source) SMAM, based on Bank of Japan data.

FNT NN /@l Expectation on additional monetary easing will recede at this moment

B Exports show slowing on increasing external
uncertainties of China’s slowdown and Greek crises.
Consumption shows improving on higher wages
growth, whereas Capex is likely to grow on solid
corporate earnings.

B The “Tankan” survey should encourage the Bank of
Japan to have confidence about economy outlook.
Expectation on additional easing is likely to recede at
this moment.
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Please read this disclaimer carefully.

e 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.

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.

@ 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.

® 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.

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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