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Consumption trend change reflected in )
“Nationwide Department Store Sales”

The Japan Department Stores Association (JDSA) provides the “Nationwide department store sales” on
around the day of 20th every month. The data include the sales by products and by regions in both 10
large cities and the other regions, which can be used to analyze the consumption trend. In addition to
finding out consumer orientation from sales trend of merchandizes, we can find out consumption trend

foreign tourists who are increasing these days.

Annual sales for 2016 fell short of JPY 6 trillion for the first
oin time in 36 years

In December 2016, number of foreign tourists visiting stores increased,
while sales to local customers decreased

“Nationwide department store sales” in December 2016 fell by - 1.7% YoY (the sales are outlet
number adjusted, applying hereafter) which was a 10 consecutive months fall. In December, sales to
foreign tourists rose by + 8.3% YoY for the first time in 9 months. Meanwhile, sales to local
customers (almost 97% of total sales) declined by - 2.0% YoY. General merchandises increased from
the previous year for the first time in 5 months as Cosmetics continued to show strong sales and sales
of Work of art/ Jewelry/ Precious metals recovered due to sign of positive effect of high stock prices.
However, total sales have decreased due to (i) still weak sales of Clothing (approximately 26% of
total sales) fell by - 3.3% YoY and (ii) more than half of stores saw decline in customer numbers.
Annual sales of year 2016 was JPY 5,978 billion fell by - 2.9% YoY for consecutive 2 years and fell
short of JPY 6 trillion for the first time in 36 years since 1980. While sales to foreign tourists fell by
- 5.3% YoY, number of purchasers has increased by + 18.5% YoY supported by increase in Visitor
Arrivals.

_ Sales of Clothing, a main sales item, slumped
Point 2 Foreign visitors are shifting from “Explosive shopping” to consumption of
daily necessities

Sales of Clothing, a main sales item of “Nationwide Department Store Sales”

department stores, slumped due to (i) (January 2016 — December 2016)

unstable weather in 2016, (ii) expansion Sales Value | Distribution | YoY Change

of sell over the internet and (iii) increase _ (JPYbillion) (6) (%)

in purchase at outlet stores. Nationwide 2978 1000 A2
Ithough number of purchasers of Cloming Lo o A3

Although  number of pu Accessories 780 130 A 36

foreign tourists is increasing, average General merchandizes 1,006 16.8 0.9

customer spend is decreasing due to shift Foodstuff 1679 28.1 A 10

from “Explosive shopping”, especially of 10 Major Cities 4,061 67.9 A25

Other than 10 Major Cities 1,917 32.1 A 3.7

big-ticket items in the past, to
consumption of daily necessities as (i)
JPY appreciated towards the middle of
year 2016 and (ii) increase in regular
visitors to Japan.

(Note) Preliminary figures.
(Source) SMAM, based on Japan Department Stores Association data.
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“Self-rewarding consumption” and “Intangible things
consumption” are gaining popularity despite budget-minded

Future Outlook

B We have seen change of consumption attitude in the course of the “Nationwide department store
sales” trending down. For example, “Self-rewarding consumption” at different events are increasing
despite increase of budget-minded customers, as we could see (i) customers buying gifts for their
personal use during the year-end shopping season and (ii) women customers buying expensive
chocolates for their own consumption at special floor prepared for Valentine event. “Intangible
things consumption” has gotten popular as experience-based Lucky bags offering trial lessen etc.
were sold well at every department stores whose New Year sales of Lucky bags were robust this
year. Shift of consumption trend from “Tangible things” to “Intangible things” is likely to continue
going forward.

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.

e 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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