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m Tell us the outlook for FY2016 Japanese corporate earnings ?

40

30

20

10

Growth pace of corporate earnings is slowing down due to strong JPY and weak
commodity price, however, record high corporate earnings are expected to continue in

FY2016 for three consecutive years. Expansion of shareholder return such as dividend
increase and share buy-back is expected, due to robust business performance.

Recurring profit of major 218 companies (*) B Return on Equity (ROE) of FY2015 dropped 0.7 ppt
grew +2.5% YoY in FY2015, increasing for four to +82% from the previous fiscal vyear.
consecutive years with record high earnings in Background is a decrease in net profit due to
recent two years. FY2016 is expected to see impairment loss of assets caused by commodity
growth of +4.0% YoY. Currently, earnings price drop. ROE is expected to improve to +9.0%
guidance by companies shows -1.0% fall of in FY2016. Expansion of shareholder return
recurring profit for FY2016, however, Power & (factor of ROE improvement) can also be
Gas, Construction, Paper Pulp & Glass Ceramics,  expected supported by ample cash flows.
Auto, Gaming and Pharmaceutical sectors are
expected to lead earnings growth expansion (*) Core research universe companies of SMAM
going forward. (Financials are not included).
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(FY2016: SMAM Forecast Rate, JPY110/USD)
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Recurring Profit
(Non-manufacturers, LHS) SMAM forecast is approx. 5 ppt higher than
company guidance.
Difference can be explained by 1 °°
i) conservative company guidance of Power &
Gas sector, ii) SMAM's gross profit ratio
forecast of Construction sector is higher than
) ) company guidance, iii) SMAM's earnings 4 85
Recurring Profit forecast of Paper Pulp & Glass Ceramics,
(Manufacturers, LHS) Auto, Gaming and Pharmaceuticals sectors
are higher than company guidances.
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(Note) 1. Data period of recurring profit is from FY2007 to FY2017. FY2016 numbers are those of SMAM Forecast and Company Guidance.

FY2017 is SMAM'’s forecast.

2. USD/JPY rate is the average rate in each fiscal year starting from 2007 to 2015. Beyond FY2016 are SMAM Forecast Rates.

(Source) SMAM, based on Bloomberg L.P. and publicly available company data.
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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/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.

Registered Number: Kanto Local Finance Bureau (KINSHO) No.399

Member of Japan Investment Advisers Association, The Investment Trusts Association, Japan and
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