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Maintaining a Calm Stance Considering US Corporate Growth
Prospects
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Stock Market Plunge Triggered by Sharp Interest Rate Hike Amid
Expectations of Slower Rate Cuts

On December 18 (local time), the US stock market experienced a broad decline, with the S&P 500
plummeting by 2.95% to 5,872, and the NY Dow extending its losing streak to ten days. The FOMC
meeting concluded on the same day with a 0.25% point reduction in the federal funds rate, as widely
anticipated by the market. However, the turmoil was instigated by the FOMC participants' outlook on the
federal funds rate. The number of rate cuts expected in 2025 was halved to two 0.25% point reductions,
down from the four predicted in September. The upward revision in interest rate forecasts is attributed to
the robust US economy, more persistent inflation than anticipated, and the Federal Reserve's intention to
assess the policies of the incoming Trump administration. Although the rate hike outlook was somewhat
priced in, the market perceived the FOMC's outcome as hawkish, resulting in a sharp rise in interest rates
and a significant decline in high P/E tech stocks.

Since the US presidential election on November 5, the S&P 500 has repeatedly reached record highs
driven by expectations of Mr.Trump's economic policies and rate cuts. However, the recent FOMC meeting
has dampened market participants’ enthusiasm. Nevertheless, there are three reasons why excessive
pessimism is unwarranted: (1) the slowdown in the pace of rate cuts was already anticipated, (2) the
upward revision in interest rate forecasts reflects a stronger-than-expected US economy, and (3) even if
US interest rates remain elevated at current levels, the growth of Al-related semiconductors and services,
which drive US corporate earnings, is unlikely to be impeded. Therefore, it is advisable to maintain an
investment stance based on medium-term profit growth for US stocks.
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Important Information

This Presentation (“Presentation”) is furnished to its intended recipient (the “Recipient”) and is not for redistribution or public use. The
data and information presented are for informational purposes only. The information contained herein should be treated in a confidential
manner and may not be transmitted, reproduced or used in whole or in part for any other purpose, nor may it be disclosed without the
prior written consent of Daiwa Asset Management. By accepting this material, the Recipient agrees not to distribute or provide this
information to any other person.

This Presentation is intended for use by professional investors only. Investors should independently evaluate particular investments and
strategies and seek their own investment advice. Daiwa Asset Management may not be held responsible for any consequences
resulting from any investment in any strategy or products discussed in this Presentation. No investment strategy can guarantee
performance results. Past performance is no guarantee of future results. All investments are subject to investment risk, including loss of
principal invested. For more detailed information, in particular a description of the mentioned funds’ risks and rewards, please refer to
the prospectus of the UCITS, the key investor information document (KIID) and the most recent published annual and semi-annual
report.

This Presentation was made to provide information about the investment capability of Daiwa Asset Management. It should not be
construed as an offer or a solicitation to purchase or subscribe to the funds mentioned in this material. This is a marketing
communication. Potential investors should refer to and read the prospectus of the UCITS and KIID for more detailed information prior to
their investment decision.

The information, statements, forecasts and projections contained in this Presentation, including any expressions of opinion, are based
upon sources believed to be reliable, but their accuracy, correctness or completeness are not guaranteed. The performance of
investments, if referred to herein, is based on past data and is neither necessarily an indication nor a guarantee of future performance
of such investments. The performance data in this material does not consider any tax or fees if there were any, and will not provide a
final return for potential investors. Daiwa Asset Management made all reasonable efforts to ensure that the information contained herein
is current, but it is subject to change without notice. Daiwa Asset Management, or any of its respective affiliates, accepts no liability
whatsoever for any direct or consequential loss arising from any use of this material or its content.

The TOPIX Index Value and the TOPIX Marks are subject to the proprietary rights owned by JPX Market Innovation & Research, Inc. or
affiliates of JPX Market Innovation & Research, Inc. (hereinafter collectively referred to as "JPX") and JPX owns all rights and know-how
relating to TOPIX such as calculation, publication and use of the TOPIX Index Value and relating to the TOPIX Marks. JPX shall not be
liable for the miscalculation, incorrect publication, delayed or interrupted publication of the TOPIX Index Value. No Licensed Product is
in any way sponsored, endorsed or promoted by JPX, and JPX shall not be responsible for any damage resulting from the issue and
sale of the Licensed Product.
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