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Public support for the Abe Administration cannot stop falling. Opinion polls conducted over the
weekend of 7-9 July show support for the government has declined into the 30% range, the
lowest level since Shinzo Abe became prime minister for the second time back in December
2012 (the first term ran from 2006 to 2007). History has shown that once government approval
ratings fall below 40%, the sojourn in the 30% range tends to be rather short, and before too
long support drops into the danger zone of the 20%. In recent years, the Mori government
(LDP), the Fukuda government (LDP), the Hatoyama government (DPJ), and the Kan
government (DPJ) were all forced out of office when approval ratings fell under 20%, while the
Aso government (LDP) and the Noda government (DPJ) were forced to call snap elections.
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While Prime Minister Abe won’t necessarily follow the same path, as the divided Diet that
factored large in the “revolving-door” premiership of his predecessors no longer exists, the fact
remains that Abe, who once was deemed to be all-powerful and without rivals, continues to face
very strong headwinds. Given these circumstances, the timing could not be better for the latest
book by political science Professor Koji Nakakita of Hitotsubashi University. The book in
question (in Japanese only) is “The Liberal Democratic Party: the Real Picture of “the Mighty
Party” (Chuokoron-Shinsha, 2017). This is a must-read for understanding the future trend of
politics in Japan.
Electoral system reforms of 1994 significantly changed politics in Japan, and this book analyzes
how the LDP was transformed, exploring various perspectives such as factions, party
presidential elections, the allocating of posts, relations with New Komeito, local organizations,
individual support groups, and friendly organizations supplying royal votes. Electoral reforms,
especially the Political Funds Control Law and the creation of single-seat electoral districts,
greatly weakened the clout of factions, while strengthening the office of the party president by
giving it the sole authority to select candidates and distribute political funds. On the
administrative side, due to the Hashimoto's central government restructuring, power was greatly
concentrated in the prime minister's official residence (Koizumi was the first to make skillful use
of this). And most recently, the Cabinet Personnel Bureau, created in 2014, exercises strong
control over the bureaucracy by virtue of its power to appointment all vice ministers, bureau
chiefs, deputy bureau chiefs, and other senior staff at central government ministries and
agencies. These institutional factors have laid the foundation for Abe to become “all-powerful.”
Abe’s strength in national
elections has hit historic
levels

While these institutional factors certainly have had a big impact, what accounts for Abe’s
strength in national elections? Prime Minister Abe has won big in national elections on four
occasions, and the general elections of 2012 and 2014 were especially impressive, as share of
seats won was 61% in both cases. Prior to this, the best showing by the LDP was in the double

Chart 1: Cabinet approval ratings: second Abe
administration (December 2012–present)
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election called by Prime Minister Nakasone, when the LDP’s share of seats won in the Lower
House was 59%. Thus, Prime Minister Abe’s strength in national elections has hit historic levels.
LDP’s absolute ratio of
votes has not improved,
even during landslide wins

But the picture is completely different if we consider the absolute share of votes (= how many
people out of the total electorate voted for a specific party or a candidate of that party). Using
this metric, the LDP had a share of 30~35% in Lower House elections in the 1980 through the
early 1990s, but the figure fell to 24% in the general election of 1993, when the LDP was ousted
from power by a multi-party coalition government headed by Morihiro Hosokawa. Thereafter,
with electoral system reforms creating single-seat districts and proportional representation blocs,
the LDP’s absolute share of votes in Lower House elections has for the most part been around
25% in the single-seat districts and 15~20% in the proportional representation blocs. Even
during Prime Minister Abe’s landslide general election victories in 2012 and 2014, there was no
improvement in either figure. Though called landslide wins, support for the government did not
increase, and voters with no party affiliation did not flock to the LDP. Incidentally, this same
downward trajectory is also generally evident for LDP’s absolute share of votes in Upper House
elections, though the start of the decline begins earlier, from 1989 when there was a so-called
“Madonna boom” that reflected Takako Doi becoming the first female head of a major party,
couple with the record number of women that were elected to parliament that year.

Only recent exception was
Koizumi’s “postal
dissolution” snap election

The only recent exception to the above was the famous “postal dissolution” general election
called by Prime Minister Koizumi in 2005, when he sought to advance postal privatization
legislation that was being blocked in the Upper House by appealing to independent voters to
give him a mandate in the Lower House election. As a result of Koizumi’s efforts, the LDP’s
absolute share of votes rose to 32% in the single-seat districts and to 25% in the proportional
representation blocs. But those unaffiliated voters flocked to the DPJ in the general election of
2009, with the result that the LDP was relegated to the political opposition.

Electoral cooperation of
New Komeito and low
voter turnout

With such a low absolute share of votes, how did Prime Minister Abe achieve his winning streak
in national elections? One factor was the very potent electoral cooperation of the New Komeito.
A second factor is that, in the absence of viable alternatives to the LDP, unaffiliated voters sat
out the election, resulting in continued low voter turnout. Broadly speaking, roughly 100,000
votes are needed to win a seat in each single-seat electoral district. Komeito’s voting-getting
machine (it is backed by a lay religious group) commands 6-7 million nationwide, which is said
to equate to 20,000 to 25,000 votes per single-seat district. Thus, with Komeito commanding
one-fifth to one-quarter of the needed votes in each district, it can greatly determine the
outcome. And this is especially true when the voter turnout is low. Voter turnout was relative
high for the “postal dissolution” general election of 2005 and for the general election of 2009
that brought the DPJ to power, with the figures being 68% and 69%, respectively. But the
turnout percentage dropped to 59% for the 2012 election (that returned Abe to power) and to
53%, a post-war low, for the snap election of 2014. Additionally, when turnout is low, the
friendship organizations (e.g. agricultural unions, etc.) that traditionally supported the LDP can
have a big impact, though the electoral clout of such groups has steadily waned.

Chart 3: LDP seat count share in the Lower House (%)
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These two conditions for
LDP victory were lost in
the Tokyo election

The accuracy of Professor Nakakita’s analysis is borne out by the outcome of the LDP’s historic
defeat in the recent Tokyo Metropolitan Assembly election. The two afore-mentioned conditions
necessary for an LDP win were lost in that election, as Komeito chose to cooperate with local
reformist party, Tomin First no Kai (Tokyo Citizens First), created by Tokyo’s maverick Governor
Yuriko Koike, and voter turnout has high, as independent voters felt they now had a viable
alternative to the LDP in Koike’s new party. Of course, we can’t really apply the outcome of this
election to elections on the national scene because the vast majority of voters in the in Tokyo
Metropolitan area are not affiliated to any political party, and so the outcomes can swing widely.

LDP-Komeito linkage at
the national level won’t
easily collapse, but . .

The question then is, what will become of these two conditions for LDP election victory?
Professor Nakakita contends that the coalition between the LDP and Komeito at the national
level is unlikely to easily collapse, as both sides, the LDP and Komeito, enjoy significant merit in
working together in elections. But will this last over the long haul? Junior coalition partner
Komeito is actually quite left-leaning in terms of ideology. While there is great merit in being part
of the ruling coalition, and merit in electoral cooperation, will Komeito continue to stay in step
with the LDP, as the latter steadily moves further to the right? In the not-too-distant future,
Koike’s upstart Tomin First party could expand onto the national scene, and things could greatly
change through the reorganization of Japan’s political opposition.

Reason Abe’s nationalist
tendencies were
heretofore suppressed

In recent years, the LDP has strengthened its right-leaning tendencies so as to clearly
differentiate itself from left-leaning rivals like the DPJ (now rebranded as the Democratic Party).
While this may have solidified its base among conservative voters, the LDP has not necessarily
found more new supporters. Aware that the LDP’s absolute share of votes is low and that the
party has not made inroads among non-affiliated voters, Prime Minister Abe always puts his
nationalist agenda (revising the Constitution, etc.) on a back burner whenever national elections
come around. To garner election support from independents and business circles, Abe
habitually brings economic rejuvenation (fighting deflation, etc.) to the forefront.

Difference from Prime
Minister Koizumi

But even when pursuing economic reforms, Prime Minister Abe always avoids direct
confrontation with concerned friendship groups that supply royal votes. For instance, recent
agriculture reforms have always been undertaken in cooperation with JA (Japan Agricultural
Cooperatives), a traditional friendship group. This is the exact opposite of Prime Minister
Kozumi, who, in the case of the “postal dissolution” general election, sought to win the backing
of independent voters by clearly confronting traditional LDP support bases (vested interests) as
well as their allies in parliament. The predicament of the LDP falling from power, including the
2007 Upper House defeat during Abe’s first sojourn as prime minister, seem to have taught Abe
that the LDP’s plight was due to the great damage Koizumi did to the traditional friendship
groups. The difference from Koizumi is obvious: Koizumi could win election victories when the
turnout was high by garnering support from independents, but Abe can only win when the
turnout is low and royal votes are supplied by traditional LDP support bases and by Komeito’s
nationwide election machine.

Chart 5: General election voter turnout (%)
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Revising the Constitution
was a miscalculation

But this time around, things are completely different from the usual pattern leading up to a
national election. Despite the strong head winds battering the government as a result of various
scandals, Prime Minister Abe announced in early May, roughly two months prior to the Tokyo
Metropolitan Assembly election, a broad outline of his schedule for amending the Constitution.
Perhaps he thought the Tokyo election, being just a local election, is not a national affair. Or
maybe, sensing the tide of public opinion starting to turn against him, he concluded that now —
while he still effectively commands two-thirds majorities in both houses of parliament — might
be his only chance to realize his cherish goal of amending the Constitution. But with public
support for his government floundering, if Abe goes ahead with revising the Constitution, it could
actually further stoke the headwinds that this controversial endeavour already face. And if
Komeito were to turn against it, the two-thirds majority would be gone.

Destruction and rebirth of
the LDP

Prime Minister Abe has strengthened his centripetal force within the LDP by placing influential
factional leaders in key positions in the cabinet and LDP leadership, with an eye on maintaining
balance with the LDP. On this point, Abe is also starkly different from Koizumi, who sought to
weakes LDP factions by allocating posts and promoting people regardless of their factional
affiliations. Whether it was policy or personnel, Koizumi sought to create a new support base for
the LDP by destroying the old LDP. In contrast, Prime Minister Abe has sought to strengthen his
political base by reviving the old LDP that had collapsed as a result of Koizumi’s neoliberalism
policies. While Abe’s approach is the straight-forward solution of an organization man, the truth
is that all organizations must constantly change in order to survive. How history will evaluate the
two remains to be seen.

Will the Cabinet reshuffle
save Abe?

Prime Minister Abe hopes to overcome the immediate crisis with a Cabinet overhaul slated for
early August. But if the personnel shakeup is only minor, Abe could be slammed for not
implementing real improvements. If, on the other hand, it is a thorough change in personnel, it
could come back to haunt him, as the LDP’s unity could be destroyed. If we were to make a
conjecture based on Professor Nakakita’s analysis, Abe could be expected to include influential
people as much as possible and there would be no big change in policy direction. If so, will that
stop Abe’s support ratings from falling? Of course, viable alternatives to the LDP at the national
level still do not exist, so the LDP could likely get by for a while using the conventional
countermeasures for falling public support, like fiscal spending. After all, economic conditions,
with the very tight labor market, are supportive of the status quo. But if Koike’s upstart Tomin
First party were to jump onto the national scene, as noted above, the situation could be
completely different.

Gloss over the lack of
economic reforms with
fiscal stimulus

Deregulation is indispensable for reinvigorating the Japanese economy. But because that
means creating a more competitive environment, such policies are usually inconsistent with
reviving of the LDP’s diminished friendship groups. This is why Prime Minister Abe, despite
being aware of the need to break down regulatory barriers, has lacked the will to thoroughly
pursue competition boosting policies that could hurt friendship groups. Such being the case,
economic rejuvenation has not materialized, and the way to gloss over this reality has been
large-scale fiscal spending and monetary easing. If the immediate aggregate demand can be

Chart 7: Cabinet approval ratings: Hatoyama ～ Noda
administrations (Sep 2009–Dec 2012)
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expanded by front loading future demand (monetary easing) or front loading future income
(fiscal spending), the serious political issue of how to distribute income can be avoided. But it
has become clear that yen depreciation induced by monetary easing entails huge political costs,
as households, especially elderly households, see their real purchasing power eroded. Because
of this, perhaps the government will have to rely of fiscal giveaways, such as the free education
initiative, as the best way to stanch the government’s tumbling approval ratings.
Outlook for the LDP’s
presidential election is
very certain

The outlook for the LDP’s presidential election next September now looks far from certain. Party
rules preventing individuals from serving three consecutive terms as president were waved in
March because Abe was deemed invincible in elections. As a result of the electoral reforms of
1994, political parties have come select popular individuals to lead their party whom they hope
can deliver election victories, and because the LDP hoped to continue Abe’s winning streak, he
was given the enhanced authority to run for a third term. But with public support for the
government floundering, an entirely different outcome is possible in the LDP leadership race.
With the Lower House due to face election no later than December 2018, who will the LDP
choose to lead them to election victory?

LDP still has a relative
advantage in the next
general election

As Professor Nakakita’s book indicates, the reality behind “Abe the all-powerful” is not
necessarily all that robust. Even so, the relative advantage enjoyed by the LDP has not
changed. This is because the LDP is the only party with (1) a historical track record of being
able to govern, (2) the experience of quickly overcoming two spells in the political opposition, (3)
a stable, yet evolving, process for decision making, (4) a voting-getting machine with deep roots
in both industry and the countryside, and (5) the political resources like the strong partnership
with New Komeito. In the future, even if a new wind starts blowing and a two-party system
develops, we have to concur with Professor Nakakita’s conclusion that Japanese politics will
develop around the LDP.
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banks, securities traders, fund management companies and asset managers of collective investment schemes, regulated insurance institutions
as well as pension funds and companies with professional treasury operations. This document may not be suitable for customers who are not
Qualified Investors and should only be used and passed on to Qualified Investors. For specification purposes, a “Swiss Corporate Customer” is
a Client which is a corporate entity, incorporated and existing under the laws of Switzerland and which qualifies as “Qualified Investor” as
defined above." BNP Paribas (Suisse) SA is authorised as bank and as securities dealer by the Swiss Financial Market Supervisory Authority
FINMA. BNP Paribas (Suisse) SA is registered at the Geneva commercial register under No. CHE-102.922.193. BNP Paribas (Suisse) SA is
incorporated in Switzerland with limited liability. Registered Office: 2, place de Hollande, 1204 Geneva, Switzerland.
Canada: The information contained herein is not, and under no circumstances is to be construed as, a prospectus, an advertisement, a public
offering, an offer to sell securities described herein, or solicitation of an offer to buy securities described herein, in Canada or any province or
territory thereof. Any offer or sale of the securities described herein in Canada will be made only under an exemption from the requirements to
file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable securities laws or,
alternatively, pursuant to an exemption from the dealer registration requirement in the relevant province or territory of Canada in which such
offer or sale is made. The information contained herein is under no circumstances to be construed as investment advice in any province or
territory of Canada and is not tailored to the needs of the recipient. To the extent that the information contained herein references securities of
an issuer incorporated, formed or created under the laws of Canada or a province or territory of Canada, any trades in such securities must be
conducted through a dealer registered in Canada. No securities commission or similar regulatory authority in Canada has reviewed or in any
way passed judgment upon these materials, the information contained herein or the merits of the securities described herein, and any
representation to the contrary is an offence.
United States: This report may be distributed (i) by BNP Paribas Securities Corp. to U.S. persons who qualify as an institutional investor under
FINRA Rule 2210(a) (4), or (ii) by a subsidiary or affiliate of BNP Paribas that is not registered as a US broker-dealer only to U.S. persons who
are considered “major U.S. institutional investors” (as such term is defined in Rule 15a-6 under the Securities Exchange Act of 1934, as
amended). U.S. persons who wish to effect transactions in securities discussed herein must contact a BNP Paribas Securities Corp.
representative unless otherwise authorized by law to contact a non-US affiliate of BNP Paribas. BNP Paribas Securities Corp. is a broker dealer
registered with the Securities and Exchange Commission (“SEC”) and the Commodity Futures Trading Commission (“CFTC”) and member of
FINRA, SIPC, NFA, NYSE and other principal exchanges.
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Brazil: This report was prepared by Banco BNP Paribas Brasil S.A. or by its subsidiaries, affiliates and controlled companies, together referred
to as "BNP Paribas", for information purposes only and do not represent an offer or request for investment or divestment of assets. Banco BNP
Paribas Brasil S.A. is a financial institution duly incorporated in Brazil and duly authorized by the Central Bank of Brazil and by the Brazilian
Securities Commission to manage investment funds. Notwithstanding the caution to obtain and manage the information herein presented, BNP
Paribas shall not be responsible for the accidental publication of incorrect information, nor for investment decisions taken based on the
information contained herein, which can be modified without prior notice. Banco BNP Paribas Brasil S.A. shall not be responsible to update or
revise any information contained herein. Banco BNP Paribas Brasil S.A. shall not be responsible for any loss caused by the use of any
information contained herein.
Turkey: This report is being distributed in Turkey by TEB Investment (TEB YATIRIM MENKUL DEGERLER A.S., Teb Kampus D Blok Saray
Mah. Kucuksu Cad. Sokullu Sok., No:7 34768 Umraniye, Istanbul, Turkey, Trade register number: 358354, www.tebyatirim.com.tr). Notice
Published in accordance with ‘‘Communiqué Regarding the Principles on Investment Consultancy Activities and the Investment Consultancy
Institutions’’ Series: V, No: 55 issued by the Capital Markets Board. The investment related information, commentary and recommendations
contained herein do not constitute investment consultancy services. Investment consultancy services are provided in accordance with
investment consultancy agreements executed between investors and brokerage companies or portfolio management companies or nondeposit accepting banks. The commentary and recommendations contained herein are based on the personal views of the persons who have
made such commentary and recommendations. These views may not conform to your financial standing or to your risk and return preferences.
Therefore, investment decisions based solely on the information provided herein may fail to produce results in accordance with your
expectations.
Israel: BNP Paribas does not hold a licence under the Investment Advice and Marketing Law of Israel, to offer investment advice of any type,
including, but not limited to, investment advice relating to any financial products.
Bahrain: This document is being distributed in Bahrain by BNP Paribas Wholesale Bank Bahrain, a branch of BNP Paribas S.A. whose head
office is in Paris, France (Registered Office: 16 boulevard des Italiens, 75009 Paris, France). BNP Paribas Wholesale Bank Bahrain is licensed
and regulated as a Registered Institution by the Central Bank of Bahrain – CBB. This document does not, nor is it intended to, constitute an
offer to issue, sell or acquire, or solicit an offer to sell or acquire any securities or to enter into any transaction.
South Africa: BNP Paribas Securities South Africa (Pty) Ltd (Registration number 1996/009716/07) is a licensed member of the Johannesburg
Stock Exchange and an authorised Financial Services Provider (FSP 29451) in terms of the Financial Advisory and Intermediary Services Act,
37 of 2002. Any view or opinion expressed in this report does not constitute advice and the recipient should obtain their own advice prior to
making any decision or taking any action whatsoever based hereon.
China: This document is being distributed in the People’s Republic of China (“PRC”), excluding the Hong Kong or Macau Special
Administrative Regions or Taiwan) by BNP Paribas (China) Limited (“BNPP China”), a subsidiary of BNP Paribas. BNPP China is a commercial
bank licensed by the China Banking Regulatory Commission to carry on banking business in the PRC.
India: In India, this document is being distributed by BNP Paribas Securities India Pvt. Ltd. ("BNPPSIPL"), having its registered office at 5th
floor, BNP Paribas House, 1 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai 400 051 (Tel. no. +91 22 3370 4000
/ 6196 4000 / Fax no. +91 22 3370 4363). BNPPSIPL is registered with the Securities and Exchange Board of India (“SEBI”) as a stockbroker
in the Equities and the Futures & Options segments of National Stock Exchange of India Ltd. and Bombay Stock Exchange Ltd. (SEBI Regn.
Nos.: INB/INF231474835, INB/INF011474831; CIN: U74920MH2008FTC182807; Website: www.bnpparibas.co.in).
Indonesia: This report is being distributed by PT BNP Paribas Securities Indonesia and is delivered by licensed employee(s) to its clients. PT
BNP Paribas Securities Indonesia, having its registered office at Menara BCA, 35th Floor, Grand Indonesia, Jl. M.H.Thamrin No.1, Jakarta,
10310, Indonesia, is a fully subsidiaries company of BNP Paribas SA and is licensed under Capital Market Law No. 8 of 1995 and the holder of
broker-dealer and underwriter licenses issued by the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK). PT BNP
Paribas Securities Indonesia is also a member of Indonesia Stock Exchange. Neither this research publication nor any copy hereof may be
distributed in Indonesia or to any Indonesian citizens except in compliance with applicable Indonesian capital market laws and regulations. This
research publication is not an offer of securities in Indonesia. Some of the securities referred to in this research publication have not been
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and
regulations, and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or
in circumstance which constitute an offer within the meaning of Indonesian capital market laws and regulations.
Japan: This report is being distributed to Japanese based firms by BNP Paribas Securities (Japan) Limited or by a subsidiary or affiliate of
BNP Paribas not registered as a financial instruments firm in Japan, to certain financial institutions defined by article 17-3, item 1 of the
Financial Instruments and Exchange Law Enforcement Order. BNP Paribas Securities (Japan) Limited is a financial instruments firm registered
according to the Financial Instruments and Exchange Law of Japan and a member of the Japan Securities Dealers Association, the Financial
Futures Association of Japan and the Type II Financial Instruments Firms Association. BNP Paribas Securities (Japan) Limited accepts
responsibility for the content of a report prepared by another non-Japan affiliate only when distributed to Japanese based firms by BNP Paribas
Securities (Japan) Limited. Some of the foreign securities stated on this report are not disclosed according to the Financial Instruments and
Exchange Law of Japan.
Malaysia: This report is issued and distributed by BNP Paribas Capital (Malaysia) Sdn Bhd. The views and opinions in this research report are
our own as of the date hereof and are subject to change. BNP Paribas Capital (Malaysia) Sdn Bhd has no obligation to update its opinion or
the information in this research report. This publication is strictly confidential and is for private circulation only to clients of BNP Paribas Capital
(Malaysia) Sdn Bhd. This publication is being provided to you strictly on the basis that it will remain confidential. No part of this material may be
(i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii) redistributed or passed on, directly or indirectly, to
any other person in whole or in part, for any purpose without the prior written consent of BNP Paribas Capital (Malaysia) Sdn Bhd.
Philippines: This report is being distributed in the Philippines by BNP Paribas Manila Branch, an Offshore Banking Unit (OBU) of BNP Paribas
whose head office is in Paris, France. BNP Paribas Manila OBU is registered as an offshore banking unit under Presidential Decree No. 1034
(PD 1034), and regulated by the Bangko Sentral ng Pilipinas. This report is being distributed in the Philippines to qualified clients of OBUs as
allowed under PD 1034, and is qualified in its entirety to the products and services allowed under PD 1034.
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Hong Kong: This report is being distributed in Hong Kong by BNP Paribas Hong Kong Branch, a branch of BNP Paribas whose head office is
in Paris, France. BNP Paribas Hong Kong Branch is registered as a Licensed Bank under the Banking Ordinance and regulated by the Hong
Kong Monetary Authority. BNP Paribas Hong Kong Branch is also a Registered Institution regulated by the Securities and Futures Commission
for the conduct of Regulated Activity Types 1, 4 and 6 under the Securities and Futures Ordinance.
Singapore: BNP Paribas Singapore Branch is regulated in Singapore by the Monetary Authority of Singapore under the Banking Act, the
Securities and Futures Act and the Financial Advisers Act. This report may not be circulated or distributed, whether directly or indirectly, to any
person in Singapore other than (i) to an institutional investor pursuant to Section 274 of the Securities and Futures Act, Chapter 289 of
Singapore ("SFA"), (ii) to an accredited investor or other relevant person, or any person under Section 275(1A) of the SFA, pursuant to and in
accordance with the conditions specified in Section 275 of the SFA or (iii) otherwise pursuant to, and in accordance with the conditions of, any
other applicable provisions of the SFA.
South Korea: Branch: BNP Paribas Seoul Branch is regulated by the Financial Services Commission and Financial Supervisory Service for the
conduct of its financial investment business in the Republic of Korea. This report does not constitute an offer to sell to or the solicitation of an
offer to buy from any person any financial products where it is unlawful to make the offer or solicitation in South Korea.
Securities: BNP Paribas Securities Korea is registered as a Licensed Financial Investment Business Entity under the FINANCIAL
INVESTMENT SERVICES AND CAPITAL MARKETS ACT and regulated by the Financial Supervisory Service and Financial Services
Commission. This report does not constitute an offer to sell to or the solicitation of an offer to buy from any person any financial products where
it is unlawful to make the offer or solicitation in South Korea.
Taiwan: BNP Paribas Taipei Branch is registered as a licensed bank under the Banking Act and regulated by the Financial Supervisory
Commission, R.O.C. This report is directed only at Taiwanese counterparties who are licensed or who have the capacities to purchase or
transact in such products. This report does not constitute an offer to sell to or the solicitation of an offer to buy from any person any financial
products where it is unlawful to make the offer or solicitation in Taiwan.
Thailand: Research relating to Thailand and Thailand based issuers is produced pursuant to an arrangement between BNP PARIBAS
(“BNPP”) and Finansia Syrus Securities Public Company Limited (“FSS”). FSS International Investment Advisory Securities Co Ltd (“FSSIA”)
prepares and distributes research under the brand name “BNP PARIBAS/FSS”. BNPP is not an affiliate of FSSIA or FSS. FSS also publishes a
different research product under the brand name “FINANSIA SYRUS,” which is prepared by research analysts who are not part of FSSIA and
who may cover the same securities, issuers, or industries that are the subject of this report. The ratings, recommendations, and views
expressed in this report may differ from the ratings, recommendations, and views expressed by other research analysts or research teams
employed by FSS. This report is being distributed outside Thailand by members of BNP Paribas.
Australia: This material, and any information in related marketing presentations (the Material), is being distributed in Australia by BNP Paribas
ABN 23 000 000 117, a branch of BNP Paribas 662 042 449 R.C.S., a licensed bank whose head office is in Paris, France. BNP Paribas is
licensed in Australia as a Foreign Approved Deposit-taking Institution by the Australian Prudential Regulation Authority (APRA) and delivers
financial services to Wholesale clients under its Australian Financial Services Licence (AFSL) No. 238043 which is regulated by the Australian
Securities & Investments Commission (ASIC).The Material is directed to Wholesale clients only and is not intended for Retail clients (as both
terms are defined by the Corporations Act 2001, sections 761G and 761GA). The Material is subject to change without notice and BNP Paribas
is under no obligation to update the information or correct any inaccuracy that may appear at a later date.
Some or all of the information contained in this document may already have been published on https://globalmarkets.bnpparibas.com
© BNP Paribas (2017). All rights reserved.

IMPORTANT DISCLOSURES by producers and disseminators of investment recommendations for the purposes of the Market Abuse
Regulation:
Although the disclosures provided herein have been prepared on the basis of information we believe to be accurate, we do not guarantee the
accuracy, completeness or reasonableness of any such disclosures. The disclosures provided herein have been prepared in good faith and are
based on internal calculations, which may include, without limitation, rounding and approximations.
BNP Paribas and/or its affiliates may be a market maker or liquidity provider in financial instruments of the issuer mentioned in the
recommendation.
BNP Paribas and/or its affiliates may provide such services as described in Sections A and B of Annex I of MiFID II (Directive 2014/65/EU), to
the Issuer to which this investment recommendation relates. However, BNP Paribas is unable to disclose specific relationships/agreements due
to client confidentiality obligations.
Section A and B services include A. Investment services and activities: (1) Reception and transmission of orders in relation to one or more
financial instruments; (2) Execution of orders on behalf of clients; (3) Dealing on own account; (4) Portfolio management; (5) Investment advice;
(6) Underwriting of financial instruments and/or placing of financial instruments on a firm commitment basis; (7) Placing of financial instruments
without a firm commitment basis; (8) Operation of an MTF; and (9) Operation of an OTF. B. Ancillary services: (1) Safekeeping and
administration of financial instruments for the account of clients, including custodianship and related services such as cash/collateral
management and excluding maintaining securities accounts at the top tier level; (2) Granting credits or loans to an investor to allow him to carry
out a transaction in one or more financial instruments, where the firm granting the credit or loan is involved in the transaction; (3) Advice to
undertakings on capital structure, industrial strategy and related matters and advice and services relating to mergers and the purchase of
undertakings; (4) Foreign exchange services where these are connected to the provision of investment services; (5) Investment research and
financial analysis or other forms of general recommendation relating to transactions in financial instruments; (6) Services related to
underwriting; and (7) Investment services and activities as well as ancillary services of the type included under Section A or B of Annex 1
related to the underlying of the derivatives included under points (5), (6), (7) and (10) of Section C (detailing the MiFID II Financial Instruments)
where these are connected to the provision of investment or ancillary services.
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BNP Paribas and/or its affiliates do not, as a matter of policy, permit pre-arrangements with issuers to produce recommendations. BNP Paribas
and/or its affiliates as a matter of policy do not permit issuers to review or see unpublished recommendations.
BNP Paribas and/or its affiliates acknowledge the importance of conflicts of interest prevention and have established robust policies and
procedures and maintain effective organisational structure to prevent and avoid conflicts of interest that could impair the objectivity of this
recommendation including, but not limited to, information barriers, personal account dealing restrictions and management of inside information.
BNP Paribas and/or its affiliates understand the importance of protecting confidential information and maintain a “need to know” approach when
dealing with any confidential information. Information barriers are a key arrangement we have in place in this regard. Such arrangements, along
with embedded policies and procedures, provide that information held in the course of carrying on one part of its business to be withheld from
and not to be used in the course of carrying on another part of its business. It is a way of managing conflicts of interest whereby the business of
the bank is separated by physical and non-physical information barriers. The Control Room manages this information flow between different
areas of the bank where confidential information including inside information and proprietary information is safeguarded. There is also a conflict
clearance process before getting involved in a deal or transaction.
In addition, there is a mitigation measure to manage conflicts of interest for each transaction with controls put in place to restrict the information
flow, involvement of personnel and handling of client relations between each transaction in such a way that the different interests are
appropriately protected. Gifts and Entertainment policy is to monitor physical gifts, benefits and invitation to events that is in line with the firm
policy and Anti-Bribery regulations. BNP Paribas maintains several policies with respect to conflicts of interest including our Personal Account
Dealing and Outside Business Interests policies which sit alongside our general Conflicts of Interest Policy, along with several policies that the
firm has in place to prevent and avoid conflicts of interest.
The remuneration of the individual producer of the investment recommendation may be linked to trading or any other fees in relation to their
global business line received by BNP Paribas and/or affiliates.

IMPORTANT DISCLOSURES by disseminators of investment recommendations for the purposes of the Market Abuse Regulation:
The BNP Paribas disseminator of the investment recommendation is identified above including information regarding the relevant competent
authorities which regulate the disseminator. The name of the individual producer within BNP Paribas or an affiliate and the legal entity the
individual producer is associated with are identified above in this document.
The date and time of the first dissemination of this investment recommendation by BNP Paribas or an affiliate is addressed above.
Where this investment recommendation is communicated by Bloomberg chat or by email by an individual within BNP Paribas or an affiliate, the
date and time of the dissemination by the relevant individual is contained in the communication by that individual disseminator.
The disseminator and producer of the investment recommendations are part of the same group, i.e. the BNP Paribas group. The relevant
Market Abuse Regulation disclosures required to be made by producers and disseminators of investment recommendations are provided by the
producer for and on behalf of the BNP Paribas Group legal entities disseminating those recommendations and the same disclosures also apply
to the disseminator.
If an investment recommendation is disseminated by an individual within BNP Paribas or an affiliate via Bloomberg chat or email, the
disseminator’s job title is available in their Bloomberg profile or bio. If an investment recommendation is disseminated by an individual within
BNP Paribas or an affiliate via email, the individual disseminator’s job title is available in their email signature.
For further details on the basis of recommendation specific disclosures available at this link (e.g. valuations or methodologies, and the
underlying assumptions, used to evaluate financial instruments or issuers, interests or conflicts that could impair objectivity recommendations or
to 12 month history of recommendations history) are available at https://globalmarkets.bnpparibas.com/gmportal/private/globalTradeIdea. If you
are unable to access the website please contact your BNP Paribas representative for a copy of this document.

.
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