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:M Current trend and outlook of the Japanese equity market

Oil Meeting Collapse sent Nikkei 225 sharply down

. 1 Nikkei 225 index plunged
Point Further JPY appreciation and
fall of oil prices

B Tokyo stock market saw a volatile start this week.
On 18™ April, the Nikkei 225 fell sharply by
JPY 572.08 closing at JPY 16,275.95 and rose
JPY 598.49 to JPY16,874.44, the following day.

B Major backdrop of this consolidation is the
collapse of oil meeting which was initially
expected to ease JPY appreciation pressure. Also,
concerns over damage of supply chains owing to
Kumamoto earthquakes has weighed on the
sentiment of the market. (We would like to
extend our condolence to those who have lost
their precious lives, to those who have lost
beloved ones and those who are suffering by
Kumamoto earthquakes).

m Backdrop is collapse of oil meeting
Expectation on supply and demand 120

improvement receded

B JPY appreciated as market participants deemed
Japanese government/BOJ can not intervene,
since there was no change of the currency policy
description in the joint statement of G20 Finance
Ministers and Central Bank Governors' meeting
that ended on 15% April, 2016, from that of
February.

B Market focused on oil meeting held in Doha on
17t April, based on their thoughts that stability of
oil prices is a key to ease JPY appreciation
pressure. Oil prices fell below US$40 per barrel
again, as expectation on supply and demand
improvement receded due to failure of reaching
agreement on production volume at the meeting.
In the foreign exchange market , JPY appreciated
towards JPY 107 level due to concerns over
recurrence of weaker oil prices.
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(Note) Data period is from 4% January 2016 to 18t January 2016.
(Source) SMAM, based on Bloomberg L. P. data.
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F n th le an ntents of nomic m r
Future Outlook : ocus on the scale and contents of economic measures
implemented by Japanese government
B Though we need to keep our eyes on JPY appreciation and falling oil prices going forward, market is likely to
focus more on corporate earnings announcement and economic measures taken by the government. As to
corporate earnings, if assumed exchange rate used for corporate business plan is revised toward stronger yen,

it will lead to downward revision of earnings. However, if profit decline is limited, investors will probably feel
that share prices bottom out.

B While, economic measures are expected to be announced in coming May, these measures will strongly
influence the trend of Japanese stock market in the latter half of this year. The key is whether or not market
participants will appreciate the government’s decision of consumption tax hike delay and the scale and
contents of supplementary budget.

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.

e 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.

e® 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.

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



