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Japanese Corporate Earnings

How significant is the impact of recent JPY depreciation on
the growth of Japanese manufacturers earnings ?

(JPY trillion )

If USD/JPY rate keeps its current level toward the end of March next year, operational
profit of the eight major Japanese manufacturers will be revised upward by 17.5%.

It is anticipated that the sound earnings growth would continue toward next financial
year on the back of global economic recovery.

B Operational profit of the eight major Japanese

manufacturers (defined in Note of the chart
below) in auto, machinery and electric appliances
sectors for the 1H of FY2014 rose 9.5% y-o0-y to
approx. JPY2.6trillion. The average USD/IPY rate
for the 1H was 103 yen, 4 yen depreciation
compared to the level for the 1H of previous year.
The contribution of the JPY depreciation to
the increase of the operational profit accounts for
almost half of the increase.

“Eight Major Manufacturers’ Operational Profit & USD/JPY Exchange Rate”

B The average USD/JIPY FX rate used by

the eight major manufacturers for their 2H of
FY2014 earnings guidance is 105.7 vyen,
deviating significantly from the current rate of
118 yen or around. If the exchange rate keeps
its current level, the 2H operational profit of
the manufacturers is estimated to expand by
17.5%.
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(Note) 1. Data from FY 2011 1H to FY 2014 2H. Profit figures from FY 2011 to 1H of 2014 are actual data, and profit for the 2H of FY 2014
is on the companies’ budgets. 1H means April to September, 2H is October to March next year.
2. The USD/JPY FX rates are average rates for each half year.
3. The eight major manufacturers are Toyota Motor, Honda Motor and Nissan Motor in the Auto sector, Hitachi, Panasonic and
Sony in the Electric Appliances sector, Fanuc and Komatsu in the Machinery sector. The operational profit of the eight major
manufacturers accounts for almost 30% of the total profit of top 30 listed companies listed on the Tokyo Stock Exchange
in terms of market capitalisation.
4. The JPY depreciation effect on the operational profit for the 2H of FY2014 is estimated by SMAM. The estimation was
calculated based on the difference of USD/JPY FX rate used for the companies’ budgets for the 2H of FY 2014 and that of
the closing rate on the Nov. 25, 2014 and the estimated exchange rate sensitivity of the eight respective companies.
5. Individual company names are indicated, however, it is not intended for any recommendations of those companies.
(Source) SMAM, based on Bloomberg L.P. data and publicly available financial data of the companies.
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Rising expectation for the corporate earnings’ upward revision in this FY due to
the weakened yen and on moderate recovery of the global economy toward next FY.

B Throughout FY2014, the improvement in corporate

earnings are expected due to the weakened yen
and cost saving measures by each company.
We expect the trend of the upward revision of
the corporate earnings’ growth will continue after
FY2015 as well, as the moderate recovery of global
economy and further weakening of yen due to
divergence of monetary policy of the US and Japan

B While the Japanese stock market has surged since

the announcement of surprising monetary easing
by the Bank of Japan on 31 October,
the stock market is expected to keep performing
well on a solid tone for mid-and-long term, based
on the expected corporate earnings’ upward
revision due to the weakening yen and
the relatively attractive valuation compared to

can be expected. other major stock markets.

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.

® 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/indexes 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.

® 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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