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:M Japanese Economic Analysis (Aug 2016)

Moderate recovery supported by economic measures
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M Industrial production index for July (preliminary basis)
was unchanged by 0.0% MoM. Impact of Kumamoto >
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subsided. According to the Survey of Production Forecast, 0
industrial production is expected to increase in Jul.-Sep.
2016 from the previous quarter. We therefore expect it
to enter into product increase trend from now on. 4

M Real consumption expenditure for July (Two-or-more- -6
person Households, excluding Housing etc., Seasonally 15/1  15/4 15/7 15/10 16/1  16/4  16/7
Adjusted) was +0.3% MoM increased for two consecutive (Year/Month)
months. Meanwhile, consumer price index (excluding  (Note) Data period is from January 2015 to July 2016.
fresh foods) for July was -0.5% YoY declined for five  (Source) SMAM, based on Bloomberg L. P. data.
consecutive months. Consumer spending has shown a
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B Unemployment rate for July was 3.0%, the lowest level /
since May 1995. Meanwhile, jobs-to-applicants ratio for 3.0 1.0
July was 1.37 times, same as the previous month which /'/
was the highest level since August 1991. 2.5 _/ 0.9
2.0 : : : : : : 0.8
M Full employment in the labor market seems to have been 131 13/7 14/1 14/7 15/1 15/7 16/1 16/7
continuing. Also, the number of full time staffs and (Year/Month)
employees are growing along with the increase of overall (Note) Data period is from January 2013 to July 2016.
employees. With those figures, obviously Japan’s Job (Source) SMAM, based on Bloomberg L. P. data.

market is improving.

Economic measures to underpin Japanese economy.
Future Outlook . - .
Expectation for additional easing.

M Japanese economy is expected to gradually recover led by government expenditure to support the economic
growth, as consumer spending lacks strength and inflation is trending down. BOJ has introduced negative interest
rate policy since February this year and has decided to implement additional easing last month. Notwithstanding,
market expectation is getting higher for further accommodative policy at Monetary Policy Meeting in September

given the latest inflation figure and economic conditions. The Japanese stock market is likely be underpinned by
potential depreciation of the currency, as mounting speculation on US rate hike will lead to weaker Yen.
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Disclaimer

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.

@ 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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