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2017 Spring Wage Negotiation — Pay-rise for 4 consecutive years

4 consecutive years of Pay-rise
Base wage increase was lower than
previous year

15" March 2017 was the peak day of company
managements’ response on pay-rise to labor unions for
2017 Spring Wage Negotiation (known as ‘Shunto’). Pay-
rise amount of most of large-scaled companies (mainly
manufacturers) was less than previous year based on
SMAM'’s tabulation. Although, pay-rise is expected to see
4 consecutive years of improvement, Pay-rise Rate is
likely to continue falling for 2 years. Even bonus payment
calculated by the number of months based on monthly
scheduled wage seems to be agreed by 5.76 months
(weighted average by number of labor union members)
which is lower than 5.98 months in 2016.

m Scheduled Wage to be suppressed

B As there is a strong correlation between Pay-rise Rate

and Scheduled Wage increase, low rate of base wage
increase might become a factor to suppress Scheduled
Wage increase of 2017.

Meanwhile, recently wage negotiation of part of the
non-regular employees’ labor union came to an
agreement. Hourly wage will increase by around 1 to 2%
just in line with recent growth of wages per hour.

Agreed Pay-rise Rate and Bonus of Major
Manufacturers after Spring Wage Negotiations

Pay-rise Rate
(Amount, JPY)

Pay-rise Rate

(Rate, %) Bonus (Months)

{ 2017 | 2015 | 2016 | 2017 | 2015 | 2016 | 2017

Il 2,814 1,428 1,184| 0.88 | 0.45 0.36 | 5.88 598 5.76

(Note) As of 15t March 2017. Compiled by SMAM mainly based on major
manufacturers. Average is weighted average by number of labor
union members.

(Source) SMAM, based on JTUC-Rengo, Japan Council of Metalworkers'

Unions and publicly available data.
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(Note) Data period: Scheduled Wage is from FY2007to FY2016. (Year)
For FY2016, year on year change of Apr. — Dec. 2016. Pay-rise Rate is
from 2007 to 2017. 2016 and 2017 are SMAM estimations based on
Japanese Trade Union Confederation (JTUC-Rengo) data. Scheduled
Wage is general worker basis.

(Source) SMAM, based on Ministry of Health, Labour and Welfare and

JTUC-Rengo data.

VT Relld[ 1188 Focus will be on progress of “Work-style Reform”

“Work-style Reform” such as shortening working and business hours, was one of the topics of labor-management
negotiation other than wage, in this Spring Wage Negotiation. Also, there was a new movement that the labor
union and the company management of a major electric machinery company compiled a first joint declaration on
“Work-style Reform”. Focus will be on whether “Work-style Reform” which is an important subject and its impact
to the Japanese economy is yet to be assessed, can encourage change of people’s view of working style or not.
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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.

e 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.

e 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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