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“The U.S. FRB in Overseas Factors and the Spread of Infection of the Omicron Variant in Domestic Factors”

For the Japanese stock market in the week of 11/1, it was shaken up by domestic factors such as the sharp increase in
the spread of infection of the Omicron variant in addition to overseas factors such as the uncertainty surrounding the
timing of the FRB balance sheet reduction (quantitative tightening) and the frequency of increased interest rates in the
u.s.

For overseas factors, in response to indications of a tight labour market, such as the decline in the labour force
participation rate, the increase in average hourly earnings and the decline in unemployment rate in the July U.S.
employment statistics, investment bank Goldman Sachs announced their quarterly interest rate forecasts for March,
June, September and December. While it was digesting materials one after another, such as the reappointment of FRB
Chair Powell in November, the statement at the approval public hearing involving the appointment of the FRB governor
Brainard as the Vice Chair of the FRB on the 13th as well as the U.S. Consumer Price Index for December announced on
the 12th, which indicated high growth that was last seen 39.5 years ago with a 7.0% increase compared to the same
month the previous year, the 10-year government bonds declined from over 1.8% last week to near to 1.7%. Due to
indications of signs of subsiding supply constraints in the U.S. Manufacturing ISM Report on Business announced on the
4th, the excessive uneasiness on the increase in interest rates and quantitative tightening appears to have abated.

At the same time, in the foreign exchange market, a change was observed in the tone of the strong dollar, such as the
dollar/yen exchange rate falling under 114 yen on the 14th after rising to 116.35 yen on the 4th. With the depreciation
in the dollar accompanied by inflation concerns, there will likely be attention on future trends on whether it will be risk-
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on following the influx of funds to the commodity market in addition to precious metals, nonferrous metals and gold, or
risk-off following an escape to safe currencies, such as Yen and Swiss franc buying.

Although the U.S. long term interest rates are gradually regaining stability, the U.S. Nasdag Composite, which focuses on
growth stocks regarded to have a tendency to increase from a decrease in interest rates, saw an increase in the range of
decline between the 12th and 13th. As a result, the Nikkei average is also being pushed from the declining pressure from
the fall of high price high-tech stocks that have high contribution to the index.

For domestic factors, there has been a sharp increase in the spread of the COVID-19 Omicron variant. On the 13th, there
were 3,124 persons who newly tested positive in Tokyo and the rate of hospital bed usage reached 15%, nearing 20%,
which is the standard for the call on measures to prevent the spread. If the rate of hospital bed usage reaches 50% in
Tokyo, there will be a call on a state of emergency to be declared on the country, which will be a situation where there
will be concerns of a slump in those related to leisure, retail and F&B outlets, where a recovery in customers was
observed towards the end of the year.

For the time being, the tendency to lookout for value stocks will likely be the focus, such as Toyota Motor (7203) and its
group enterprise, which has been favoured involving additional investment in electric vehicles (EV); iron and steel stocks,
where its aspect as a low P/E ratio and high dividend yield value stock is being reviewed; nonferrous metals, which have
had an inflation in the copper and nickel market; and trading company stocks, which are expected to benefit from the
increase in energy prices.

In the 17/1 issue, we will be covering SBS Holdings (2384), Ube Industries (4208), Yokogawa Electric (6841) and Toppan
(7911).
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B Selected Stocks

$BS Holdings, Inc. (2384.JP) 52 weeks, Daily <> SBS Holdings, Inc. (2384) 3,490 yen (14/1 closing price)
41200 + A 3PL (total subcontracted distribution) that established in 1987. Operates a real
a0 | EIEOS uWHWA estate business involving the sale and leasing of owned logistics facilities in
300 | <~ BEFHO0R) “,,W addition to the distribution business, which includes 3PL services, frozen, chilled
3,500 wf ‘th and shelf-stable foodstuff distribution and transporting/same-day delivery, etc.

3,200 NWM 2 (N *For 9M (Jan-Sep) results of FY2021/12 announced on 10/11, net sales increased
2,900 o mﬁw by 58.4% to 299.761 billion yen compared to the same period the previous year
2600 |\ ¥ and operating income increased by 2.1 times to 17.559 billion yen. In addition to
2,3001/: o “jﬁ“;l"sg*;f':/fﬁi‘:”‘:m benefitting from the expansion of the e-commerce (EC) market, such as online

shopping and daily necessities, earnings from the securitisation of distribution real
estate and the new consolidation of Toshiba Logistics and Toyo Warehouse &
Price crmzn | | Prce taseszn Transportation, etc. have contributed.
Y Rl *For its full year plan, net sales is expected to increase by 55.5% to 400 billion yen
4,315.00° | | 3,490.000 compared to the previous year and operating income to increase by 82.5% to 20
billion yen. On 4/1, it was reported in The Nikkei that the company will officially
enter home delivery distribution in addition to B2B regarding EC as well as invest
approx. 160 billion yen by 2030 in constructing 15 new EC goods exclusive bases
in the metropolitan area. They are attempting to incorporate demand for same-
day delivery of small quantity goods. Also, the expansion of the frozen food
market will likely benefit the company, which is strong in foodstuff transport.
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Ube Industries, Ltd. (4208.JP) 52 weeks, Daily <> Ube Industries, Ltd. (4208) 2,114 yen (14/1 closing price)
2500 = Started in coal mining in 1897 and established in 1942. Operates business
2,400 W W segments, such as chemistry involving nylon resin and synthetic rubber, etc.,

] oﬁﬁu construction materials involving cement and limestone, etc., as well as machines

2,300 Pﬂ

2,200 %

involving moulding machines, etc., and carries out the manufacture and retail of
those involving them.

*For 1H (Apr-Sep) results of FY2022/3 announced on 2/11, net sales was 306.685
billion yen (280.013 billion yen the same period the previous year) and operating
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Y2 38 a19 e/ 716 91 10/15 1130 1/14 income increased by 5.6 times to 19.088 billion yen. The accounting standard

P eitip|stock Analytcs involving revenue recognition was adopted from the current period onwards. In

Con. Target oot Troded addition to an increase in retail units of products related to automobiles, such as

:’:;e (17320 22) :’:;e (14300 22) nylon, synthetic rubber and battery materials, the increase in retail price of nylon,
2.421.11% || 2.114.000 lactam and synthetic rubber have contributed.

*For its full year plan, net sales is expected to be 635 billion yen (last year’s results
was 570 billion yen) and operating income to increase by 50.6% to 39 billion yen.
With there being a statement last December on the joint start of consideration
towards securing safety in “Clean Ammonia” by 4 chemical manufacturers
including the company, the government decided to support Indonesia in the
implementation of technology that mixes ammonia with coal fired power
generation. Also, the company is likely to receive greater attention as a
manufacturer of lithium-ion battery electrolytes.
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Yokogawa Electric Corporation (6841.JP) 52 weeks,

<> Yokogawa Electric Corporation (6841) 2,001 yen (14/1 closing price)

Daily
A 1 T (6841) 52 B M- B 2 * Established in 1920 with electric meter laboratories as its base. Operates the
2400 | BB (0R) control business involving control systems for various plant production facilities,

:zgz M xR WM the measuring instruments business such as measuring instruments involving

2100 | ‘ optical communication and waveform measuring instruments, and aviation

2,000 equipment and other businesses such as aircraft measuring instruments, etc.

i:zz | *For 1H (Apr-Sep) results of FY2022/3 announced on 2/11, net sales increased by

1,700 - 5.8% to 184.419 billion yen compared to the same period the previous year and
operating income decreased by 7.7% to 14.167 billion yen. Despite orders
received performing strongly, a worsening in gross profit margin, the reduction in

1,600 -
1,500

(HHFR: EHEIZT14') v TSR
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subsidy and the increase in selling, general and administrative expenses affected,

Con. Target Last Traded which led to a decrease in operating income. For operating income by segment,
Sreszmzn | | Fose aenzn although the measuring instruments business increased by 9.2%, their mainstay
2,335.00% | | 2,001.000 control business decreased by 6.4%.
*Company revised its full year plan upwards. Net sales is expected to increase by
0.2% to 375 billion yen compared to the previous year (original plan 370 billion
yen) and operating income to decrease by 17.7% to 26 billion yen (original plan 25
billion yen). The company is currently focusing their efforts on fusing operational
technology (OT) data with IT systems data involving their control business, which
accounts for a sales distribution ratio of more than 90%. They are garnering
attention for leading “digital twin”, which is a technology that recreates various
data in the real world in the digital space.
T';"pa <~ Toppan Inc. (7911) 2,203 yen (14/1 closing price)
2223 : mw() = \ *Established in 1900. Along with Dai Nippon Printing (7912), they are Japan’s 2
2100 | iiiiiiiii‘; w printing industry giants. Operates the information communication business, the
2,000 | M ) lifestyle and industry business such as packaging, and the electronics business
1,900 - W EP involving displays and semiconductors.

Mﬁn A i ;
o | f ( *For 1H (Apr-Sep) results of FY2022/3 announced on 10/11, net sales increased
by 4.8% to 719.027 billion yen compared to the same period the previous year
and operating income increased by 59.2% to 24.093 billion yen. In terms of
segment, there was a 4% increase in revenue and 8% increase in operating income
for information communication, a 3% increase in revenue and 34% increase in

operating income for lifestyle and industry, and an 18% increase in revenue and
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(S, ;:iscteT[;j'jedm 2.6 times increase in operating income for electronics.
JPY JPY *Company revised its full year plan upwards. Net sales is expected to increase by
2,695.00° || 2,203.000 2.3% to 1.5 trillion yen compared to the previous year (original plan 1.45 trillion

yen) and operating income to increase by 2.1% to 60 billion yen (original plan 52
billion yen). Reinforced profitability is expected due to a structural reform in the
profit aspect. Company is focusing their efforts on software creation in the online
virtual space (metaverse) field. In addition to robot operation systems for
corporate, they are handling avatar generation, etc. using 3D reconstruction
technology and artificial intelligence for commercial.

4 of 5 -
PhillipCapital

Your Partner In Finance



PhillipCapital
Weekly Strategy Report ur Partner In Finance
17t Jan 2022

[ Disclaimer and Notes relating to this report]
Issuer of this report: Phillip Securities Japan, Ltd. 4-2 Nihonbashi Kabutocho, Chuo-ku, Tokyo 103-0026
TEL: 03-3666-2101 URL: http://www.phillip.co.jp/

Authors of this report:

Phillip Securities Research Department

Kazuhiro Sasaki, Certified International Investment Analyst (CIA®) , Chartered Member of The Securities Analysts
Association of Japan (CMA®)

This material is intended for information purpose and does not constitute a solicitation for sale related to financial
products. Phillip Securities receives consideration based on contracts with brokerage firms that provide the reports. The
contents described in this document convey the opinions of the writers as a reference for investment decisions, and Phillip
Securities does not guarantee its accuracy and completeness. Please make final investment decisions at your own
discretion. In addition, Phillip Securities shall not assume liability for any loss or damage arising from usage of part or all
of this material. All rights of this material belong to Phillip Securities and any reproduction, transfer or reprint without
permission is prohibited.

<Notification based on the Japan Securities Dealers Association Self-Regulatory Rules [Rules concerning handling of analyst
reports dated 25™ Jan, 2002]>
There is no serious conflict of interest between the analysts who wrote the reports and the corresponding companies.
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Important Information
This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under
the Financial Advisers Act, Chapter 110 in Singapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from
public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express
or implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in
this report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or
to supply any corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time
without prior notice. Past performance of any product referred to in this report is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made
available constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or
appropriate for the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be
suitable for all investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an
independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product
should not be considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this
report should take into account existing public information, including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading
activities. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors,
employees or persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this
report, and may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected
to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided
advice or investment services to such companies and investments or related investments, as may be mentioned in this report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or
options, purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the
foregoing. Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between
US dollars and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return
of the investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly,
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the
specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine in its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North
Bridge Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection
with, the analyses or reports; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor,
expert investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.



