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(Improvement of “Street Business Sentiment”, spreading nationwide )

“Economy Watchers Survey” is a business sentiment survey conducted by Japan’s Cabinet Office every
month. The so-called “Street Business Sentiment Survey” is the research by approximately 2,000 observers
called “Watchers” who engage in economic sensitive business such as taxi drivers, convenience store
managers, restaurant operators and so on. The survey examines economic sentiment at this time in
comparison with that of three months ago and that of two to three months later. The neutral level of this index
@judge whether the economic sentiment is favorable or not is 50 points. )

Current DI :all regions surpassed 50 for the first time after the tax hike
Hokuriku region saw a sharp rise of DI as new bullet train line has started
operation

Point 1

B According to the April “Economy Watchers Survey” (period from 25th to 30th April), the current
conditions DI (Diffusion Index) improved by 1.4 points m-o-m to 53.6 points for five consecutive
months and surpassed the neutral point of 50 for three consecutive months. Ten out of eleven regions
except Okinawa saw improvement and the index of all regions surpassed the neutral point of 50 for the
first time after the consumption tax hike. Especially, Hokuriku region saw a sharp rise of DI, with 4.8
points up to 59.9 as the new bullet train line pushed up.

W A taxi driver in Hokuriku region answered “Visitors for business and travel both have been increasing
since Hokuriku Shinkansen (a new bullet train) started its operation.” A theme park operator of Kinki
region replied “More people are visiting us these days. | suppose that even an employee in a small
company might loosen his/her budget spurred by the news that large auto makers raised wage.”

Point 2 Future DI also continued to improve
Growing expectation on positive effect of foreign visitors’ consumption

m “The future conditions DI”, which indicates future s points) Current & Future Conditions DI
economic sentiment in two to three months later 70
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Growing expectation on economic recovery by virtuous cycle of upbeat
corporate earnings, wage growth and consumption recovery

Future Outlook

B “Inbound tourism consumption” will underpin domestic consumption

The business sentiment is improving across the country thanks to the increase in the number of foreign
visitors and the expectation on wage growth. The consumption expenditure by foreign visitors
(estimated by Japan Tourism Agency) for Jan.-Mar. 2015 increased substantially by 64% y-o-y to JPY
706.6 billion. The “Inbound Tourism Consumption” is expected to underpin the consumption as some
answers show business confidence in the “Economy Watchers Survey”.

B Expectation on consumption recovery and wages gain led by upbeat corporate earnings

As of May 13th, approx. 70% of the March fiscal year end companies reported their business results for
FY2014. Their net profits are expected to increase by 13% y-0-y in the guidance for FY2015 (surveyed
by The Nikkei newspaper). Further improvement in the consumption is expected as growing expectation
on wages and bonus gain push up the confidence led by upbeat corporate profits.

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.

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.

® 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.

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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