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m Is Japanese equity market in a “Bubble” phase?

The market capitalisation of Japanese equity market has hit the record high surpassing
the previous high in 1989. The ratio of market cap to Japan’s nominal GDP has also

surpassed 100%. However, we do not believe Japanese equity market is in a “Bubble”
phase right now, as share prices are not expensive on the corporate earnings point of view.

B Market capitalisation of Tokyo Stock Exchange M Empirically, after the ratio surpassed 100%, it moved

Section 1 (TSE1, hereafter) as of May end hit
the record high of JPY 606 trillion in almost 25
years, surpassing JPY 591 trillion at 1989 end.
Market capitalisation is inflated as the number
of listed companies increased and/or corporate
size (number of shares) grew, although share
prices are not as high as in those days.

B The ratio of TSE1l market capitalisation to
nominal GDP surpassed 100% several times in
the past. In some of those periods, so called a
“Bubble” was created by a significant rise of P/E
Ratio, a ratio of share price to corporate

lower with no exceptions. The backdrop was the
impact of drastic structural diversion such as a) change
of monetary policy to tightening, b) pandemonium of
global economy and financial markets.

We do not think Japanese equity market is in a
“Bubble” phase as current P/E Ratio at 21x does not
seem expensive compared to similar phases in the
past. Japanese equity market is expected to perform
stronger in tandem with improving corporate earnings.
Meanwhile, we need to pay attention whether global
growth led by the US economy remains sustainable
and how BOJ conducts policy normalisation going

earnings. forward.
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1. Data period from March 1982 to June 2015 (Quarterly basis). For June 2015, data of May end market capitalisation

2. P/E Ratio used is the highest multiples in the phase of ratio of market capitalisation vs. nominal GDP surpassed 100%. Latest P/E Ratio is as of May 2015.

(Source) SMAM, based on Quick Astradata
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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.

@ 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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