Market Letter

Regarding the sharp decline in Japanese stocks onApril

The imposition of retaliatory tariffs by China has
exacerbated the downward trend in stock prices.

April 7, 2025

In the short term, excessive pessimism has led to an
overselling of stocks

In response to the announcement of reciprocal tariffs by the Trump administration, China has announced
retaliatory measures, including the imposition of an additional 34% tariff on all US products starting
Thursday, April 10th. This has raised concerns about the escalation of the trade war, leading to a
significant decline in US stocks at the end of last week. Consequently, the Nikkei 225 index on April 7th
has continued its sharp decline, closing the morning session down 2,189 points (6.48%) from the previous
day. Although there was prior caution regarding the Trump administration's tariff hikes and the potential for
Chinese retaliatory measures, skepticism about the significant negative impact of these tariffs on the
domestic and global economy persisted until just before the announcement of reciprocal tariffs. This
skepticism is believed to be a major factor in the current sharp decline.

However, the sharp drop in stock prices following the announcement of reciprocal tariffs by the Trump
administration suggests that stocks have been oversold and have already fallen to undervalued levels.
While concerns remain about the contraction of global trade and the deterioration of earnings for export-
dependent companies, several factors suggest that the market's excessive pessimism may be unwarranted
and that a selling climax may be near. These factors include: (1) the increasing clarity of the full scope of
the Trump administration's tariffs and the responses of various countries, which is expected to reduce
uncertainty; (2) the possibility of negotiations with the Trump administration, as seen with tariffs on Canada
and Mexico; (3) the Trump administration's likely aversion to a significant stock market decline due to its
negative impact on the economy and approval ratings; (4) the market's underestimation of positive factors
for the economy, such as large-scale tax cuts and falling energy prices, which are occurring simultaneously
with the tariff hikes; and (5) the absence of definitive evidence of a severe economic downturn, unlike
during the Lehman Shock or the COVID-19 pandemic.

TOPIX and Estimated EPS/PER Nikkei Stock Average and 13-Week Moving
(January 2014=100) (January 2014 - April 2025) Average Deviation
250 20 (Yen) (January 3, 2014 - April 7, 2025) (%)
TOPIX (left scale)
45,000 140
Estimated EPS (left scale)
Estimated EPS (right scale) 40,000 Nikkei Stock Average (price) " 120
200 175 13-week moving average "
35,000 100
13-week moving average deviation r
30,000 s f 80
150 ’ 15 W
/\\ 25,000 60
a ,’~'f—‘ /.[ y
\ 20,000 W L, L 40
Wl | / : A
100 125 15,000 & 20
10,000 0
50 10 5,000 -20
14 '16 '18 '20 ‘22 24 0 -40

14 '16 '18 ‘20 ‘22 ‘24
X Weekly chart. Latest values are as of April 7, 2025, morning session
X The red dotted line represents the level of -10% deviation from the 13-week

Source: Bloomberg; Complied by Daiwa Asset Management) moving average
Source: Bloomberg; Complied by Daiwa Asset Management)

X Monthly chart. April 2025 values are as of the 7th, morning session.
Projected EPS and PER are based on 12-month forward estimates

Daiwa Asset Management




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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