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‘M Major Japanese Corporations’ Earnings Outlook (December 2016)

FY2016 earnings will mark record high for 3 years in a row and FY2017 will see a further growth

Earnings forecast of FY2016

Point 1 “SMAM'’s Earnings Forecast”
Recurring profit turned to increase (Yov)
ry Sales Operational Recurring Net Profit
B According to SMAM'’s corporate earnings forecast Profit Profit
(SMAM'S Core Research Universe of 221 companies Total (excl. financials) 2014 3.9% 3.1% 4.5% 5.4%
. . . . (221 companies) 2015 0.1% 9.1% 2.5% A 3.2%
(exc!udlng financials), as ('{f Decem'ber), recurring 2016 T T e 12.8%
profit growth for FY2016 will be revised upward to 2017 3.8% 6% 13.2%  13.0%
+1.8% YoY, expected to mark record high for 3 years Manufacturers 2014 3.7% 3.4% 4.1% 7.3%
in a row. Main reason of upward revision was due to (137 companies) 2015 0.1% 4.3% 0.2%| A 1.8%
change of USD/JPY rate forecast (as of September igis ‘2'23/6 ‘1:'32/{’ ‘12'2;’ 13'2;"
. 0 . 0 . 0 . 0
2016) from JPY 100 to JPY110. Non-Manufacturers| 2014 4.2% 2.5% 5.2% 2.3%
B Recurring profit growth of manufacturers improved (exdl. financials) 2015 0.1% 17.7% 6.5%| A 5.7%
to -2.6% YoY (September 2016 forecast: -6.5%) and (84 companies) 2016 0.1% 2.4% 9.2%|  30.1%
non-manufacturers’ growth accelerated to +9.2% YoY 201 i Sk 250 23
(Ditto: +6.5%). (Note) Data period is from FY2002 to FY2017. FY2016 and beyond are forecast.

Earnings forecast of SMAM’s Core Research Universe (excluding financials)
(Source) SMAM

Earnings forecast of FY2017
13% profit increase led by manufacturers
“Recurring Profit of SMAM’s Core Research Universe”
B Recurring profit for FY2017 is estimated to be JPY (P trillion)
35

33.8 trillion (+13.2% YoY), expected to renew its /
record high. Manufacturers are expected to deliver 30 L
high recurring profit growth rate of +16.2% YoY and . "\ Total (excl. financials) //"_

lead the overall corporate earnings growth. If you / \ N (Forecast

take a look at sector, you will find largest contributor ~ 2° N~ e
by far was Auto sector due to weaker JPY, while many 15 / -/./I\\ / //._k

other sectors such as Industrial machinery and 0 ///M;néctu,ers\\///\/,/ e A

Precision equipment revised their earnings upward, . \A__ //.: ______ A,\'

too. Currency exchange rate used for FY2017 forecast 5 [= Non-manufacturers
were JPY 100 for USD/JPY rate and JPY11l5 for . (excl financials)
EUR/JPY rate. 2002 2004 2006 2008 2010 2012 2014 2016 (.,
(Note) Data period is from FY2002 to FY2017. FY2016 and beyond are forecast.
(Source) SMAM
. . “Revision Index”
Future Outlook Corporate earnings is expected (Points) (Points)
to underpin stock price 1,800 60
TOPIX (LHS)

B Taking a look at Revision index (index calculated by 1,500 \I 30
subtracting ratio of corporates revised downward 1,200 o
from that of revised upward), you will find that it had
sharply bottomed out and has entered into positive 900 . A 30

) . i % p b Revision Index (RHS)
territory from negative territory (as of 15t December 600 ‘ ‘ ‘ ‘ ‘ A 60
2016). Revision index is expected to further rise 11 12 13 14 15 16 (vear)
along with upward revision of corporate earnings and (Note) Data period is from 6" January 2011 to 13t December 2016. Revision index
is expected to underpin Ja panese stock market. is from 6 January 2011 to 1% December 2016. 4 weeks moving average.

(Source) SMAM, based on Datastream data.
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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
entities/individuals.

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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