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Applause to Abenomics? —
| Japanese Equity Held by Foreign Investors Substantially Increased

1. How to Find Status of Shareholding?

The shareholding weight by individuals, foreign investors etc. can be found in the statistics called
“Share-ownership Survey” released around June every year by the four stock exchanges of Japan.
(Tokyo, Nagoya, Fukuoka, Sapporo). Net trade value by investor category is also included in the
survey. The survey questionnaire was sent to 3,525 companies out of 3,541 companies listed on the
four stock exchanges. (excluded 16 companies as their shareholders were unidentified after listed)

2. Latest Trend

According to the “Share-ownership Survey” released on June 19 by the four stock exchanges,
Foreigners’ share-ownership weight (based on market value) of the Japanese stocks as of March end
rose 2.8 points y-0-y to 30.8%. Foreigners became the largest shareholder of the Japanese stocks
beyond Financial Institutions for the first time since FY1970 from when the comparable data was
available. Net trade value of Foreigners was + 9,538.7 billion yen, a net purchase for five
consecutive years.

On the other hand, share-ownership ratio of Financial Institutions, after reaching the peak of
44.1% in the end of March 1989, declined due to the unwinding of cross shareholdings among
corporations. It marked the lowest-ever record of 26.7% (-1.3 points y-0-y) in the end of March
2014. Individuals lost its share to 18.7% (-1.5 points y-0-y), falling below 20% for first time in six
years.
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3. Future Outlook

The share-ownership ratio of Foreign investors has been rising steadily as Financial Institutions
continued to unwind their cross shareholdings since around 1990, and it accelerated in FY2013. One
reason could be the rising expectation of foreign investors for a further growth of the Japanese
economy after the announcement of “Japan Revitalization Strategy” (Third Arrow of Abenomics).
Foreign investors might have considered that the growth potential of Japanese economy was
relatively high amongst the developed countries after experiencing a long lasted deflation since 1990s.
Japanese investors, on the other hand, seem less confident on the economic recovery than foreigners
as they were accustomed to long-lasted deflationary environment.

The revision of “Japan Revitalization Strategy ” was approved by the Japanese cabinet on the 24t
of June. Compared to the original version, concrete plans such as reduction in effective corporate tax
rate, increase in women workforce and agricultural reform were included. We believe that effective
implementation of the “Japan Revitalization Strategy ” is the key for additional investment by the
“largest shareowner” in the Japanese equity market.
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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.

e 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.

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.

e 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/indexes 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.

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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