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Japanese stock exchanges rally after Prime Minister wins elections

Harald Egger

The Japanese equity market has been among the weakest ones in the year to date. At -15% (as of 12 July 2016; source: Bloomberg), the Nikkei index is one of the worst performers. For
euro investors, the bottom line is not as abysmal: adjusting the loss for the development of the Japanese yen vis-a-vis the euro, the performance improves to -4% (Bloomberg). In spite of
the negative sign, the net result still outperforms European equities.

Strong yen detrimental to Japanese exports

The strong yen is one of the reasons for the weak performance of equities: the stronger the currency, the more difficult the situation for export-oriented companies. In addition, the banks are
suffering on account of the negative interest rates that were introduced at the beginning of the year. Since then, bank shares have shed an average of 40% of their value. — Too much, as
some analysts have now claimed, putting a sell recommendation on most banks.

Victorious Prime Minister Abe announced economic stimulus programme

At the moment the market is about to find a trough; on top of that, it also commands a good fundamental valuation. In the wake of the election win of the governing party LDP last weekend,
Prime Minister Abe immediately announced another economic stimulus package: for example, he wants to promote the construction of magnetic levitation (maglev) trains, and he wants to
further expand the network of bullet trains. The strengthening of tourism is also on the government’s agenda. These announcements should put a halt to the rise of the yen for now. Any
stimulus of the Japanese stock exchanges would need the currency to stop appreciating further.
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Stock exchanges driven by Abe’s election victory and “Pokemon Go”

In an initial, very positive reaction to Abe’s announcements, the Japanese stock exchanges gained 4% in only two days — supported not the least by the shares of Nintendo, which thanks to
“Pokemon Go” gained 50% in the course of only four days! Our assessment of the Japanese equity market is currently positive. While we are still neutrally weighted in our asset allocation
for the moment, chances are that we might increase the allocation in our next decision round.

Investment opportunity: ESPA STOCK JAPAN
The fund can invest in the shares of large and medium-sized Japanese companies.

Risk notes according to 2011 Austrian Investment Fund Act:

ESPA STOCK JAPAN may exhibit increased volatility due to the composition of its portfolio: i.e. the unit value can be subject to significant fluctuations both upwards and
downwards within short periods of time.


http://www.erste-am.at/en/private_investors/our-funds/search/1-30401/overview

Legal disclaimer
This document is an advertisement. Unless indicated otherwise, source: Erste Asset Management GmbH. The language of communication of the sales offices is German and the languages of communication of the
Management Company also include English.

The prospectus for UCITS funds (including any amendments) is prepared and published in accordance with the provisions of the InvFG 2011 as amended. Information for Investors pursuant to § 21 AIFMG is
prepared for the alternative investment funds (AIF) administered by Erste Asset Management GmbH pursuant to the provisions of the AIFMG in conjunction with the InvFG 2011.

The currently valid versions of the prospectus, the Information for Investors pursuant to § 21 AIFMG, and the key information document can be found on the websitevww.erste-am.com under “Mandatory
publications” and can be obtained free of charge by interested investors at the offices of the Management Company and at the offices of the depositary bank. The exact date of the most recent publication of the
prospectus, the languages in which the key information document is available, and any other locations where the documents can be obtained are indicated on the website www.erste-am.com. A summary of the
investor rights is available in German and English on the website www.erste-am.com/investor-rights and can also be obtained from the Management Company.

The Management Company can decide to suspend the provisions it has taken for the sale of unit certificates in other countries in accordance with the regulatory requirements.

Note: You are about to purchase a product that may be difficult to understand. We recommend that you read the indicated fund documents before making an investment decision. In addition to the locations listed
above, you can obtain these documents free of charge at the offices of the referring Sparkassen bank and the offices of Erste Bank der oesterreichischen Sparkassen AG. You can also access these documents
electronically at www.erste-am.com.

N.B.: The performance scenarios listed in the key information document are based on a calculation method that is specified in an EU regulation. The future market development cannot be accurately predicted. The
depicted performance scenarios merely present potential earnings, but are based on the earnings in the recent past. The actual earnings may be lower than indicated. Our analyses and conclusions are general in
nature and do not take into account the individual characteristics of our investors in terms of earnings, taxation, experience and knowledge, investment objective, financial position, capacity for loss, and risk tolerance.
Please note: Past performance is not a reliable indicator of the future performance of a fund. Investments in securities entail risks in addition to the opportunities presented here. The value of units and their earnings
can rise and fall. Changes in exchange rates can also have a positive or negative effect on the value of an investment. For this reason, you may receive less than your originally invested amount when you redeem
your units. Persons who are interested in purchasing units in investment funds are advised to read the current fund prospectus(es) and the Information for Investors pursuant to § 21 AIFMG, especially the risk
notices they contain, before making an investment decision. If the fund currency is different than the investor’'s home currency, changes in the relevant exchange rate can positively or negatively influence the value of
the investment and the amount of the costs associated with the fund in the home currency.

We are not permitted to directly or indirectly offer, sell, transfer, or deliver this financial product to natural or legal persons whose place of residence or domicile is located in a country where this is legally prohibited. In
this case, we may not provide any product information, either.

Please consult the corresponding information in the fund prospectus and the Information for Investors pursuant to § 21 AIFMG for restrictions on the sale of the fund to American or Russian citizens.

It is expressly noted that this communication does not provide any investment recommendations, but only expresses our current market assessment. Thus, this communication is not a substitute for investment
advice, does not take into account the legal regulations aimed at promoting the independence of financial analyses, and is not subject to a prohibition on trading following the distribution of financial analyses.

This document does not represent a sales activity of the Management Company and therefore may not be construed as an offer for the purchase or sale of financial or investment instruments.
Erste Asset Management GmbH is affiliated with the referring Sparkassen banks and Erste Bank.
Please also read the “Information about us and our securities services” published by your bank.
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