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Profitability renewed its record high since 1985
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B Ministry of Finance released Jan.—Mar. 2017 Corporate

Financial Statistics on 1t June 2017. Sales of all 120
industries  (excluding financials and insurers,
corporations with capital of 1 billion yen or over, the 70
same shall apply hereafter) increased + 3.5% QoQ
(seasonally adjusted) for 2 consecutive quarters. Both 20
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B Recurring profit of all industries increased +6.7% QoQ
for 4 consecutive quarters. While, Manufacturing
increased + 22.9% QoQ which was a double digit
growth for 2 consecutive quarters, Non-manufacturing
decreased - 7.8% QoQ for 2 consecutive quarters. Non- A
manufacturing saw increase in sales cost exceeding
that of sales. It's profit seems to have been squeezed
as it could not transfer increase in cost from weaker
yen and oil price hike.

Profitability renewed its record .
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B Operating profit on sales (one of ratios to measure 0
earnings power of corporations) of all industries was
8.4%, renewing its record high since 1985. It was lead by
Manufacturing with 9.7% (also record high) supported
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(Note) Data period is from Jan.-Mar. 1985 to Jan.-Mar. 2017.

by weaker yen. Although, operating profit on sales of
Non-manufacturing decreased to 7.3% it still maintained
high standard.

All Industries excluding financials and insurers. Corporations with
capital of 1 billion yen or over.
(Source) SMAM, based on Ministry of Finance and INDB data.

AN o]TI{LT '@l Upward revision is expected for Apr.-Jun. 2017 financial results

B The latest Corporate Financial Statistics confirmed that expansion of global economy and weaker yen pushed up

corporate earnings mainly lead by Manufacturing sector. FY2017 Corporate earnings forecast of Japanese
corporations was prudent with growth of around + 5% YoY based on conservative demand and currency exchange
rate outlook estimated by the corporations. Majority of corporations estimate USD/JPY exchange rate ranging
from 105 to 110 yen against USD. Assuming no further yen appreciation, it is expected to be positive for the
Japanese equity market as Apr.-Jun. 2017 financial results will be revised upward.
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@ 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
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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
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