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4 “Comprehensive Review” of monetary policy (Japan) N

At the Monetary Policy Meeting scheduled on 20" and 21t of September, BOJ will conduct
“Comprehensive Review” of the developments in economic activity and prices, as well as of policy
effectiveness under the introduction of “Quantitative and Qualitative Monetary Easing” and “ Quantitative
and Qualitative Monetary Easing with a Negative Interest Rate”. Various opinions are heard in the market
\over possibility of change of current monetary policy framework and BOJ’s decision of additional easing. )

: Governor and Deputy Governor of BOJ both spoke over
POlnt 1 “C . : 2
omprehensive Review

Both speeches were coherent as they have shared many similar views

B BOJ’s Governor Kuroda and Deputy Governor Nakaso made speeches titled “Comprehensive Assessment
of the Monetary Easing: Concept and Approaches” on 5" September 2016 and “Toward a Comprehensive
Assessment of the Monetary Easing” on 8" September 2016, respectively.

B Contents of both speeches were coherent as a whole, sharing many similar views. It seems that these
speeches explained BOJ’s approach towards “Comprehensive Assessment” in plain terms.

Point 2 Price stability target of 2% will be maintained
oin BOJ acknowledges the side effects of negative-interest-rate policy

m Since both BOJ’s Governor and Deputy BOJ's Current Key Monetary Policies
Governor expressed “importance to Policy too
maintain commitment on achieving price

Stablllty target of 2% at the earliest Quantitative |Monetary Base Approx. JPY 80 trillion per year (increase in amount).

possible time”, we believe this policy

framework will not Change by execution Outstanding amount of long-term JGB Approx. JPY 80 trillion per year (increase in amount).

of “Comprehensive Assessment”.

u AISO, bOth gentlemen ConﬁrmEd Strong Awerage maturity of long-term JGB purchase Approx. 7-12 years.
policy effectiveness of “Quantitative and

Qua“tative Monetary EaSing Wlth a Outstanding amount of ETFs Approx. JPY 6 trillion per year (increase in amount).

Negative Interest Rate”. Meanwhile,

. A Qualitative
bOth_adml!:ted that they need to take |n_to Outstanding amount of J-REITs Approx. JPY 90 billion per year (increase in amount).
consideration of side effects on financial
intermediaries when deciding
. . . . Outstanding amount of CPs Maintain Approx. JPY 2.2 trillion as a balance.
implementation of monetary policies.
B In addition, BOJ’s Governor Kuroda
Outstanding amount of Corporate Bonds Maintain Approx. JPY 3.2 trillion as a balance.

addressed that “there is ample room for

further monetary easing in either of three
dimensions - quantity, quality, and the

Interest Rate |Policy-rate balance of BOJ current account balances |Apply negative-interest-rate of -0.1%.

interest rate - and other new ideas should
not be off the table”.

(Source) SMAM, based on BOJ'S material and publicly available information.
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We must watch out for the rise in market volatility when the
assessment result will be announced on 215t September 2016

Future Outlook

B Even after the afore-mentioned two speeches made by BOJ’s Governor and Deputy Governor, view of
market participants on the result of “Comprehensive Assessment” is far from reaching consensus. There
seems to be some market participants expecting possible policy change to steepen yield curve.

B Therefore, we must watch out for the temporally rise in volatilities of Japanese stock, bond and currency
markets, when the assessment result and future policy measures will be announced on 21t September
2016.

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.

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.

e 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.

e 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.

e 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

ro Sumitomo Mitsui Asset Management

SMAM



