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SuMi’'s Updated Annual Corporate Earnings Forecast for Summer 2023

SuMi TRUST AM expects Japanese companies to post good earnings growth for the FY 2023 and FY

2024
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We have updated the forecast before the Q2 earnings announcement season which will kick off in
late July. Our expectation is to see strong corporate earnings growth in FY 2023 updating the
historical highs in FY 2022. The earnings estimate for FY 2023 is +6.2% as supply chain disruptions
recover and the abolishment of COVID-19 restrictions will lift consumer spending.

Pent-up domestic demand is expected to contribute, driven by the recovery of personal
consumption. Moreover, growth in inbound tourism driven by border control lifts and Yen
depreciation may contribute to related sectors such as Retail sector.

Domestic demand related sectors are expected to lead since the decline in the number of COVID-
19 cases supports the economic normalisation progresses.

External demand related sectors are expected to recover as raw material costs peak. Moreover,
recovery from supply chain disruptions caused by semiconductor shortages will push earnings of

automobile manufacturers up.

Earnings Forecast* by SuMi TRUST (YoY)
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Note: *Operating profit (FX assumption: USD/JPY=135, EUR/JPY=145), the above figures are calculated based on SuMi TRUST AM's

earnings forecast for the Nikkei 225 constituents (ex-financials, wholesalers, utilities).
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e We forecast 21.4% earnings growth in the Auto & Transport Equipment sector, due to a recovery
in automobile production. We also have a bullish view towards the Transportation & Logistics
sector, as economic normalisation will push up the earnings of railroad operators. On the other
hand, we expect the Non-ferrous Metals sector to drop its earnings due to falling non-ferrous metal
prices and sluggish electronic material business.

e The Retail sector is forecasted to grow 16.3% due to economic normalisation and falling electricity
prices. While the Electric Appliances sector is anticipated to grow by 0.8%, as we expect it will

enter an inventory adjustment phase due to weak demand.

Breakdown by Each Sector (FY 2023, YoY)
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Note: The graph above is showing the sector which is covered by SuMi TRUST AM’s research unit.
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Disclaimer — UK

This marketing communication is issued by Sumitomo Mitsui Trust International Limited
(“SMTI”). SMTI is authorised and regulated by the United Kingdom’s Financial Conduct
Authority (the “FCA”), whose address is 12 Endeavour Square, London, E20 1JN, United
Kingdom.

This marketing communication has been made available to you only because SMTI has
classified you as a professional client in accordance with the FCA’s rules. If you have
received this marketing communication from a source other than SMTI, you should
contact SMTI before using it or relying on it. You must not send this marketing
communication to any other person without first having received written approval from
SMTI.

The information contained in this marketing communication (the “Material”) is being
made available for information purposes only and is designed to provide information on
the investment services which SMTI may offer to clients.

Nothing in the Material amounts to or should be construed as an actual offer by

SMTI to provide any investment services to any person. If SMTI agrees to provide any
investment services to any person, those services will be the subject of a separate
written agreement between SMTI and that person. Furthermore,

the Material has not been prepared with any consideration of the individual
circumstances of any person to whom it is communicated.

Accordingly, it is not intended to, and does not, constitute a personnel recommendation
in relation to the purchase or sale of, or exercise of any rights in relation to, any financial
instruments or advice in relation to any investment policy or strategy to be followed.
The Material also does not contain the results of any investment research carried out by
SMTI and is not intended to amount to a financial promotion of any particular financial
instrument which may be referred to in it.

While SMTI uses all reasonable endeavours to ensure the Material is accurate, it has not
been prepared with a view to any person relying on it. Accordingly, SMTI accepts no
responsibility for any loss caused to any recipient of this document as a result of any
error, inaccuracy or incompleteness in the Material, nor for any error in the transmission
or receipt of this communication.

Any enquiries regarding the products should be made to:

Hirofumi Hayashi

Head of Investment Management Department

Sumitomo Mitsui Trust International Limited

155 Bishopsgate, London EC2M 3XU, United Kingdom

Direct: +44 (0)20 7562 8405

Email: imd@smtil.com

Sumitomo Mitsui Trust International Limited is authorised and regulated by the
Financial Conduct Authority
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