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Monetary PoIicy was unchanged "BOJ Policy Board majority forecasts in Outlook Report"
Point 1 No surprise to the market Real GDP Growth Rate Core €8
p (Excl. fresh food)
FV2016 Est +12~+15 -0.2~-0.1
. . . +1.4 -0.2
B BOJ decided to keep their monetary policy unchanged at +§ 8~+>10 _E 3~_>01
Monetary Policy Meeting (MPM) on 31 January 2017. It Oct. 2016 forecast <+10> <—01>
has maintained monetary operation to keep short-term V2017 Est +13~+16 +0.8~+16
policy interest rate to around -0.1% and long-term 10- i <+15> <+1.5>
year JGB yields to remain around 0%. Also, maintained Oct. 2016 forecast +é'°~+>1'5 +2'6N+>1'6
the purchase of JGBs at more or less the current pace, an » O'Llfl > +0 ;:\1;11 5
annual pace of increase in the amount outstanding of its |FY2018 Est. <+11> <+17>
JGB holdings of about 80 trillion yen. BOJ's decision to O A +0.8~+1.0 +0.9~+1.9
keep its monetary policy unchanged is in line with the : <40.9> <+17>
market expectation. (Note 1) Majority forecasts represent range of forecasts by board members after

discarding highest and lowest value. Forecasts are as of January 2017.
(Note 2) Figures in parenthesies <>are median forecasts.

(Note 3) Both real GDP and the core CPI inflation rate are based on y-o-y comparison.

Raised G DP growth outlook (Source) SMAM, based on publicly available data of BOJ.
Consumer price forecast for FY2017 and "Nikkei 225 Index and USD/JPY Rate"

onward was unchanged 1(3%”/ ) z(if)gg,o
B On the same day, BOJ released January 2017 “Outlook USD/JPY Rate (LHS)
for Economic Activity and Prices (Outlook Report)”. GDP 120 20,000
growth outlook was revised up as follows; FY2016 to
+1.4% (previous forecast +1.0%), FY2017 to +1.5% (ditto 18,000
+1.3%) and FY2018 to +1.1% (ditto +0.9%). Core CPI rate
forecast of FY2016 was revised down from -0.1% to
-0.2%, while those for FY2017 and FY2018 were kept 100 | Nikkei 225 Index (RHS) 16,000
unchanged at +1.5% and +1.7% respectively.
90 : : : ~ 14,000
B The timing of the year-on-year rate of change in the CPI 15/1 15/7 16/1 16/7 17/1
to reach around 2 percent Was kept unChangEd to (Note) Data period is from 5th January 2015 to 31st January 2017. (Year/Month)
“around FY2018”. (Source) SMAM, based on Bloomberg L. P. data.

Monetary policy is likely to be kept unchanged for the time being

B Financial market’s reaction against BOJ’s decision to keep monetary policy unchanged was very much confined as
it was just as market had expected. However, JPY appreciated to around 113.5 against USD and Japanese stock
market dropped to around JPY 19,100 from the previous day, seeing market participants stepped up their risk-
aversion stance over concern on Trump administration’s policies at the New York financial market. 10-year JGB
yields moved slightly at around 0.08%, unchanged from the previous day (as of 14:00 on 31% January 2017 in
Japan).

B Although BOJ revised its forecast of GDP growth rate upward, its monetary policy is expected to remain
unchanged for the time being as forecast of price beyond FY2017 was not changed from the previous forecasts
made on October 2016.
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Please read this disclaimer carefully.

e 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.

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.

® 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.
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