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Diminished recession fears drive domestic yields higher,
supporting continued rate hikes
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Rapid Breakthrough in Japan-US Tariff Talks: Reciprocal and
Auto Tariffs Cut to 15%

On July 23 (JST), Japan and the US announced a tariff agreement that surprised markets due to its
timing—coming shortly after Japan’s ruling party lost its majority in both houses following the 27th House of
Councillors election, raising concerns about prolonged negotiations. Key elements of the agreement include a
reduction in reciprocal tariff rates from the 25% level notified in early July to 15%. Additionally, tariffs on
automobiles and auto parts, which had been a major point of contention, were lowered from the current rate of
27.5% to 15%. In return, Japan has reportedly committed to expanding investment in the US in strategically
important sectors such as semiconductors, energy, and pharmaceuticals, which are critical to economic
security.

With the agreement on tariff negotiations between Japan and the US, concerns over downward pressure on
the economy have eased, leading to a significant rally in the domestic equity market and a general rise in
domestic interest rates. In the previous outlook report, it was noted that “rather than settling at just 10%, the
tariff rate is likely to stabilize at a somewhat higher level as a result of negotiations.” Given this context, the
latest agreement is being viewed as moderately positive. On July 23rd, Deputy Governor Uchida of the Bank of
Japan expressed the view that “even if export-oriented corporations experience a moderate compression in
earnings, the corporate sector as a whole is expected to maintain robust profitability.” This statement implicitly
supports the continuation of the current monetary tightening trajectory, which is anchored in wage growth
dynamics. While uncertainty surrounding US tariff rates has somewhat abated, the potential ramifications of
US trade policy on Japan’s domestic economy and inflation outlook remain opaque. Consequently, market
participants are closely monitoring the upcoming July Monetary Policy Meeting, particularly the Outlook
Report's projections for economic activity and price developments, as well as Governor Ueda’s press
conference, to gauge the timing and terminal rate of future interest rate hikes.
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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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