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4 2017 “Shunto” to call on 4 consecutive years of pay scale increase )

“Shunto” stands for spring offensive in Japan. It is a labor campaign by labor union to mainly call on wage
rise to company managements. A word “Shunto” derived from activities of labor union to negotiate with
company managements aiming at better living of workers before the beginning of fiscal year starting from
April in Japan. In general, labor unions call on company managements to improve working conditions such as
pay scale increase around February, to which company managements give responses in middle of March and
@th aim at reaching agreement by the end of March every year. j

Abe administration asked for same level of wage increase as previous year
Clln: and pay scale increase for 4 consecutive years to make sure virtuous cycle

of economy under Abenomics (economic policies of PM Abe) continues
B |n Japan, wage increase can be broken down into (i) annual wage increase, an increase in proportion to time
course such as seniority or length of service, and (ii) pay scale increase, an increase of the base wage level.
Abe administration has been urging business community to raise wages since the start of its second
administration. In November 2016, Prime Minister Abe called on same level of wage increase as previous
year and pay scale increase for 4 consecutive years at “Working-style reform committee” to make sure
virtuous cycle of economy under Abenomics (economic policies of PM Abe) will persist.

JTUC called on pay scale increase for 4 consecutive years
Point 2 Total wage increase (including annual wage increase) of about 4%

B Japan Trade Union Confederation (JTUC), that bundles labor unions across all industries, announced 2017
“Shunto” policy to work on realization of “raise and support” and “reduce disparities” of wages of all
workers. JTUC called on pay scale increase for 4 consecutive years. In concrete terms, request for around
2% wage increase as a base and around 4% increase including annual wage increase (equivalent to the
increase to maintain the wage curve).

B Under JTUC’s policy of “wage raising Shunto”, pay scale increase for 3 consecutive years was achieved in
2016. However, JTUC is continuing to call on pay scale increase, similar to previous year, in order not to
return to deflationary economy as it still considers past wage increases insufficient to lead personal
consumption.

- Middle of March will be the peak of company managements’ response
Future Outlook . : : L
to labor unions. Working-style reform is one of focal points in 2017
B Labor unions of major manufacturing companies seem to have decided to request pay scale increase of
about JPY 3000, similar to the previous year. Meanwhile, some of the managements intend to reduce pay
scale increase by negotiating wage increase together with bonus. We need to focus on outcome of “Shunto”
during peak of company managements’ response to labor unions in middle of March.
B In Japan, companies are working hard to secure human resources by increasing wages, as Japan is almost in
full employment. Under such circumstances, Working-style reform is one of the focal point of “Shunto” in
2017. In Japan ongoing discussions are being made on quality of employment such as prohibition of long

working hours in addition to wage increase as countermeasures to the falling birth rate and promotion of
active female participation in order to secure labor force.
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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.

e 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.

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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