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M Thoughts on Japanese equity market (November 2016)
A night after “US President Donald Trump” was elected

Japanese equity fell whereas US equity rose
US equity market rose on expectation of implementation of economic measures

B Donald Trump and Republicans won the US presidential and congress elections respectively on 8t November
2016. Next day on 9™ in the Japanese financial markets, JPY appreciated sharply and Japanese equity fell
significantly over the concern that Mr. Trump who had addressed radical opinions on trade and immigration
policy have won the US presidential election.

B Later in the US financial market, US equity and USD rose and US bond fell over the expectation on
implementation of economic measures and deregulations through tax reduction and infrastructure expenditures,
as Republicans won the majority of both Houses in addition to Mr. Trump’s victory.

m Japanese equity showed a “V shaped” recovery
Discounted negatives of so called Trump risk

B On 10™ November, Nikkei 225 index rose "Nikkei 225 index, USD/JPY rate"
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market on 9t could possibly be the initial (Note) Data period is from 11th November 2015 to 10th November 2016
(USD/JPY rate is as of 3 p.m.).

reaction of market to discount negatives of so (Source) SMAM, based on Bloomberg L.P. data
called Trump risk.

Future Outlook Modera-te upward trend is likely to continue despite growing
uncertainty

B [nauguration of the US president Donald Trump is likely to raise uncertainty over safety and trading for Japan.
For example, Trans-Pacific Partnership (TPP) may become difficult to be enacted as the new President opposes
the multilateral free trade agreement and US may require Tokyo to increase defense budget in return for
keeping American base in Japan. There seems to be not much factors which will directly hurt Japanese economy
except possible volatility of global financial market as these uncertainty will not weigh on Japan in a significant
manner.

W It is a positive news for US corporates if US economy becomes buoyant by implementation of economic
measures and by deregulations with the start of Trump administration next year. We believe that this will
benefit Japanese equity as well. Therefore, even though we foresee some volatility in Japanese equity market
as uncertainty still remains with new type of the US president, we still expect Japanese equity to continue its
moderate upward trend reflecting future recovery of Japanese corporate earnings.



SMAM

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/indices belong to the publisher and the authorized
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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.

Registered Number: Kanto Local Finance Bureau (KINSHO) No.399

Member of Japan Investment Advisers Association, The Investment Trusts Association, Japan and
Type I Financial Instruments Firms Association

© Sumitomo Mitsui Asset Management Company, Limited



