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Record of Changes

DATE Changes

Jan 16, 2015 | First edition

Feb 9, 2015 | Revised the calculation methodology to determine the amount of foreign
exchange forward contracts based on the index level one business day prior to
the month-end rebalance, whereas it is currently determined based on the index

level at the end of the month

(This revision has been effective since March 2, 2015)
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1. Introduction

Japan Exchange Group, Inc. (JPX), Tokyo Stock Exchange, Inc. (TSE) (hereinafter
collectively called “the JPX group”) and Nikkei Inc. (Nikkei) (hereinafter the JPX group
and Nikkei are collectively referred to as “the Index Provider”) calculates and publishes
JPX-Nikkei Index 400 with currency risk hedging (hereafter “Currency Hedged Indices”)
in accordance with the methods described in this document. If an event not specified in
this document occurs, or if the Index Provider determines that it is difficult to use the
methods described in this document, the Index Provider may use an alternative method

of index calculation as it deems appropriate.

Copyright of this document is owned by the Index Provider and any copies, reprints and
reproductions of this document in whole or in part are prohibited without the prior
approval of the Index Provider. This document is prepared solely for the understanding
of indices calculated and published by the Index Provider, and is not to be construed as
a solicitation for trading any securities or related financial instruments. The Index
Provider shall accept no liability or responsibility for any loss or damage arising from
errors, delays, or termination of the calculation or publication of Currency Hedged
Indices, changes to its calculation or publication method, the use of Currency Hedged

Indices or all or any part of this document or other similar events.

Currency Hedged Indices are the exclusive property of the Index Provider, which has
contracted with S&P Opco, LLC (a subsidiary of S&P Dow Jones Indices LLC) (“S&P
Dow Jones Indices”) to calculate and maintain the Currency Hedged Indices. S&P® is
a registered trademark of Standard & Poor’s Financial Services LLC (“SPFS”); Dow
Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow
Jones”); and, these trademarks have been licensed to S&P Dow Jones Indices.

“Calculated by S&P Dow Jones Indices” and its related stylized mark(s) have been
licensed for use by the Index Provider. Neither S&P Dow Jones Indices, SPFS, Dow
Jones nor any of their affiliates sponsor and promote the Currency Hedged Indices and
none shall be liable for any errors or omissions in calculating the Currency Hedged
Indices.
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2. Outline of the Index

(1) Outline

The Currency Hedged Indices are designed to represent returns for those global index
investment strategies that involve hedging currency risk, but not the underlying

constituent risk.

The Currency Hedged Indices are calculated by hedging the index portfolio using rolling
one-month forward contracts. The hedge ratio is the proportion of the portfolio’s
currency exposure that is hedged. Currency Hedged Indices use a hedge ratio of 100%,
thus removing the currency risk of the index portfolio. Note that since only balances on
the certain date are hedged, the index does not assume a perfect hedging of currency

movements.

The indices with daily currency hedging differ from the standard currency hedged
indices in that the amount of the forward contracts maturing at the end of month is

adjusted on a daily basis according to the performance of the underlying index.

(2) Target indices used for calculating Currency Hedged Indices

- The following indices are used for calculating Currency Hedged Indices.

Target Indices Currency
JPX-Nikkei 400 Net Total Return Index Euro
JPX-Nikkei 400 Net Total Return Index US Dollar
JPX-Nikkei 400 Net Total Return Index GB Pound

-+ The following indices are used for calculating Daily Currency Hedged Indices.

Target Indices Currency
JPX-Nikkei 400 Net Total Return Index Euro
JPX-Nikkei 400 Net Total Return Index US Dollar
JPX-Nikkei 400 Net Total Return Index GB Pound
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3. Calculation Method

The Currency Hedged Indices assume hedging of 100% of the index portfolio using

one-month currency forwards at the end of each month.

Daily index return (i.e. the index value) is calculated by the combination of the following

two returns:

(1) Target index return in the foreign currency, which is the return accruing from an

unhedged Target index investment to an investor whose home currency is not

Japanese Yen.

(2) The return from the hedge, calculated by a linear interpolation of spot and forward

prices.

For the changes of the Number of shares for index calculation and Base Market Value,

the “JPX-Nikkei Index 400 Guidebook” is applied and uses the same data for Target

indices. The same is also applied to the prices for index calculation

Based on the index level on the index rebalance reference date1, which occurs on the

business day prior to the end of the month, the rebalance forward amounts are

determined.

The base point and base date of indices are following.

Index Base Date Base Point
JPX-Nikkei 400 Net Total Return EUR Hedged Index Aug 30, 2013 10,000.00
JPX-Nikkei 400 Net Total Return USD Hedged Index Aug 30, 2013 10,000.00
JPX-Nikkei 400 Net Total Return GBP Hedged Index Aug 30, 2013 10,000.00
JPX-Nikkei 400 Net Total Return Daily EUR Hedged Index Aug 30, 2013 10,000.00
JPX-Nikkei 400 Net Total Return Daily USD Hedged Index Aug 30, 2013 10,000.00
JPX-Nikkei 400 Net Total Return Daily GBP Hedged Index Aug 30, 2013 10,000.00

The Index Provider uses WM/Reuters rate at 4 p.m. UK time in principle for Currency

Hedged Index calculation.

' The end of month is used as the index rebalance reference date through to index

calculation for the end of February 2015.
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Index Computation as follows:

For each month m, there are d = 1,2,3...D calendar days. md is day d for month m and
moO is the last day of the month m-1. mr0 is one business day prior to the last day of the

month m-1, i.e. the index rebalance reference date.

EH = the Currency-Hedged Index level
MAF,, = Monthly Index Adjustment Factor for month m to account for the index

performance of the Currency-Hedged Index

m0

E = the Target index level, in foreign currency
EL = the Target index level, in JPY

HR = hedge return (%)

S = spot rate in JPY per foreign currency

F = forward rate in JPY per foreign currency

F_l.q = the interpolated forward rate as of day d of month m
D—-d
F_Imd:Smd-i_[ D J*(Fmd_Smd)

AF.q = the adjustment factor for daily hedged indices as of day d of month m

EL
AF:nd — md—1
EL

m0

For the day d of month m

m

E
EH ,=EH , ’{L"+HRM}

m0

where
EL

_ md
Emd -

Smd
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S S S
HRmd — mr0 mr0 *MAFm :( mr0 F mrQ ]*MAFM

— " md

The hedge return for indices with daily currency hedging is calculated as follows:

when day d is not the last business day of month m,

SmO _ SmO
F_Imi—l F_Imi

when day d is the last business day of month m,

d-1 S
HRmd — Ale % SmO _ m0 + AFmd % SmO _ —~m0
i F — 1 i— F _Imi F _Imd—l Smd

d
HRmd = Z AEni X(
i=l1

i=l1

4. Other

(1) Publication
Currency Hedged Indices are published on the Nikkei’s Index website, “Nikkei Indexes”.

Index value is offered once a trading day

(2) License agreement
Currency Hedged Indices is a copyrighted material calculated in a methodology
independently developed and created by the Index Provider and the Index Provider is
the sole exclusive owner of the copyright and other intellectual property rights in
Currency Hedged Indices itself and the methodology to calculate Currency Hedged
Indices. Commercial use of Currency Hedged Indices must be licensed by the Index
Provider. Such uses include, but not limited to, provision of derivative products such as
futures and options, creation and marketing of linked funds or linked securities, or

distribution of the index for the data and analytic services.
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