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" Increase of “Foreign Visitors” and expansion of lodging facilities )

“Foreign Visitors” who visited Japan reached almost 20 million in year 2015. The government considers
tourism as a pillar of PM Abe’s growth strategy to achieve GDP target of JPY 600 trillion and announced
“Tourism Vision to Support the Future of Japan” on 30" March, 2016. The government set a mid-term target to
double foreign tourists visiting Japan to 40 million by 2020 and triple to 60 million by 2030. In order to
achieve these targets, the government needs to enhance construction of new lodging facilities and to relax rules
@ so called ‘minpaku’ (private lodging services). )

Total number of “Foreign Visitors” increased 29% to 9.73 million

Point 1 for Jan.-May. 2016
Growth pace slowed down affected by Kumamoto Earthquake

B The “Number of foreign tourists visiting Japan” in May 2016 was released by Japan National Tourism
Organization (JNTO) on 15™ June. The number rose 15.3% YoY to 1.89 million. Pace of growth has slowed
to 10% level for two consecutive months mainly due to decline in visitors from neighboring South Korea
affected by Kumamoto Earthquake. Visitors from China increased 31% YoY maintaining relatively stronger
momentum compared to other countries. Total number of “Foreign Visitors” from January to May 2016
increased 29% YoY to 9.73 million.

Shortage of lodging facilities will be a bottleneck in the future
Aiming at doubling number of “Foreign Visitors” to 40 million by 2020

B The Japanese government announced its  “Quantitative Goal of Tourism Vision to Support the Future of Japan”
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Visitors” to Japan from 20 million in 2015

to 40 million by 2020. Growth rate of  Numberof 40 million 60 million
about +15% per annum from year 2016 foreign tourists visiting Japan (about 2 times) (about 3 times)
will achieve this number. Amount of JPY 8 trillion JPY 15 trillion
inbound tourism consumption (over 2 times) (over 4 times)
B However, there is a concern over shortage ; : T S
£ lodai faciliti if th b f Cummulative total night of stay by 70 million nights 130 million nights
0 0_ gmg. .aCI 1ues I e n_um er 0 foreigners in local region (less than 3 times) (over5 times)
“Foreign Visitors” continues to increase in
the future. Already, hotels of large cities ~ Numberof 24 million 36 million
and famed tourist spots are almost fuIIy repeaters of foreign tourists (about 2 times) (about 3 times)
OCCUpIE(':i and room_ charges are increasing Amount of Japanese tourists* JPY 21 trillion JPY 22 trillion
substantially. It is necessary to take consumptioninJapan (about +5%) (about +10%)

measures as soon as possible, as increase _ . .
. .. . (Note) Numbers in () are change compared to actual result of year 2015. Exception is "Amount of Japanese tourists'
of guest rooms Is limited even with new consumption in Japan”, which is a comparison against past 5 years average.

hotel COﬂStrUCtiOﬂS in the plpe| | ne. (Source) SMAM, based on available material of the Japanese government.
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Expectation on easing rules of ‘minpaku’ (private lodging services)
and hotel floor area ratio

Future Outlook

W Currently two effective measures are in progress to increase number of lodging facilities. First one is to
promulgate minpaku. This measure can immediately increase capacity of accommodations, as it basically
makes use of existing apartments and houses. Minpaku has already started at the special economic zones
such as Ota Ward of Tokyo. The Japanese government is considering deregulation such as amendment of
“Inns and Hotels Act” in order to expand minpaku nationwide.

B Second one is to create frame work of easing restrictions on floor area ratio for lodging facilities,
announced by Ministry of Land, Infrastructure, Transport and Tourism on 13" June 2016. This new frame
work will increase floor area ratio of lodging facilities such as hotels by 1.5 times at most. As an example,
under this framework, nine-story hotel can be built on the site currently allowing construction of six-story
hotel at most. This deregulation draws keen attention, as it is expected to have strong impact on promoting
rebuilding and new construction of lodging facilities.

B 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.

e 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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