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Economy to recover moderately to positive growth

. 1 Oct.-Dec. 2015 saw negative growth
Point Weak consumption due to warm winter

M Real GDP growth rate of Oct.-Dec. 2015 (the first ‘
.. . (QoQ, annualized, %)
preliminary data) declined -0.4% QoQ (-1.4% YoY) 10
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"Real GDP Growth Rate"

compared to a positive 1.3% growth rate in the previous (Forecast) ;
quarter. Japanese economy has been on a standstill 5 4:2
since Apr.-Jun. 2015. 2o 13 >0
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B While Capex recovered, consumer expenditures e 1.4 -1.4
decreased sharply. Housing, public demand and exports
have also deteriorated. Poor consumer expenditures
-10

ca'n be explained by the temporary effect of the warm a7 1471042 1513 1546 1570 151042 16/13
winter. (Year/Quarter)

(Note) Data period is from Jul.-Sep. 2014 to Jan.-Mar. 2016.
Jan.-Mar. 2016 data is estimated by SMAM.

. (Source) SMAM, based on the Cabinet Office, Japan data.
m Retail sales value has stagnated
Future business sentiment has recovered

"Retail Sales Value and Current Conditions DI"

B Retail sales value of December 2015 decreased -1.1% (Yo, %) Ponts)
YoY for two consecutive months. The weak sales 12 60
seemed to be due to slower sales of winter clothing by
the warm weather along with slower pace of winter ¢ | | ss
bonus growth despite positive impact of foreign visitors Retail Sales Value (LHS) A\/\/\
to Japan. . N oA~ /] N

B Current Conditions DI of January Economy Watchers
Survey decreased -2.1 points to 46.6 points from the ° | Current Conditions DI (RHS) | 45
previous month. Deterioration of the food sector of
Household-related DI and non-manufacturer of -12 40
Corporate activity DI stood out. However, recovery of 1/L A3 14/5 1477 14/8 1ML A5 153 15/ 151715/ 1";@;,1@{,1%)
the business sentiment in the future can be expected, as  (yow) Data period is from January 2014 to January 2016.

Future Conditions DI rose 1.3 points to 49.5 points from Data of Retail Sales Value is till December 2015.

. (Source) SMAM, based on Bloomberg L. P. data.
last month with the recovery of both Household-related

and Corporate activity Dls.

Economic growth rate turned positive from Jan. — Mar. quarter and is
Future Outlook
expected to recover moderately

B Real GDP growth rate of Jan.-Mar. quarter is expected to B Increase in demand of consumer durables and housing is
turn positive due to the effect of the warm winter expected in the second half of FY2016 before

diminishing. However, the pace of recovery is expected the consumption tax hike in April 2017 in addition to
to be moderate, as wage growth may be slow judging the interest rate decline due to the introduction of
from the developing process of Shunto (spring wage negative interest rate by BOJ. We expect real GDP

negotiations) so far and consumer sentiment remains growth rate at around 0.9% YoY in FY2016.
subdued due to lower stock prices and stronger JPY.
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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.

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.

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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