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(" What to focus on “Tankan survey” N

The “Short-Term Economic Survey of Enterprises in Japan” known as the “Tankan survey” is conducted by
the Bank of Japan. The objective of the survey is to accurately grasp nationwide corporate activities in order
to appropriately manage monetary policy. The survey is conducted on a quarterly basis based on data from
approximately 10,000 companies. The result of the March survey was announced on 1t April, 2016 which
@d drawn attention from both domestic and overseas investors. )

Point 1 Business conditions diffusion index reflects corporate business confidence
i Financial market expects deterioration of business confidence of large manufacturers

B “Tankan survey” provides the latest current and future business confidence of corporations. Corporate
business confidence is indicated as the business conditions diffusion index, calculated by subtracting the
ratio of corporations who answered the questionnaire survey with “unfavorable views” from those who
answered with “favorable ones”. Progression of improvement or deterioration of business confidence
can be grasped by comparing with the previous survey’s index. Meanwhile, the latest business condition
diffusion index (January 2016 to March 2016) for large manufacturers dropped 6 points from +12 to +6
from the previous survey in December.

Corporations’ projected currency exchange rate was also announced.
oint JPY is projected to strengthen in FY2016 compared to FY2015

B “Tankan survey” shows actual and estimated data "Business Condition Diffusion Index for Large Manufacturers"
of corporations’ business plans such as sales, %)
earnings and capex along with corporate business 2
confidence. Among them, corporations’ projected M
currency exchange rate used as the base for 10
business plan draws attention of market \ /
A

participants. 0 \/ \_/\ /
B The average projected JPY/USD rate of the latest 1o

survey was JPY117.46, slightly lower from
previous quarter’s JPY119.40. If JPY appreciates
sharply against USD more than that of the average 1 12 13 14 15 (Year)
projected rate for FY2016 after April, we should  (Note) Dataperiod from March 2011 Survey to December 2015 Survey.

Business condition DI is based on the latest business confidence.

keep an eye on how it could push down exporters’  (source) SMAM, based on Bloomberg L. P. data.
earnings.
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Euture Outlook Jap.anese equity market |§ possible to I.’Ise iIf expectation of monetary
easing starts to emerge after release of “Tankan Survey”

B Corporations’ projected price will be released on 4™ April
Summary of corporations’ projected price contained in “Tankan survey” will be released on 4™ April,
2016. If projected price falls sharply from that of the previous survey released in December 2015,
expectation on monetary easing by BOJ is likely to rise.

B March “Tankan survey” showed cautious outlook for corporate earnings
March “Tankan survey” evoked the necessity of a cautious outlook on corporate earnings and Japanese
equity market. If expectation of monetary easing rises, Japanese equity market is likely to perform well
after release of March “Tankan survey”.

* Please note that this report is a translation of Japanese report written on 1st April, 2016.
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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
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