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BOJ Monetary Policy Meeting (September 2025)

Policy Rate Unchanged, but Market Surprised by ETF Divestment
Announcement

September 22, 2025

Exchange Traded Funds (ETFs) and J-REITs Sale Policy Announced;
Policy Interest Rate Unchanged

The Bank of Japan (hereinafter, “BOJ”) convened its Monetary Policy Meeting on September 18—19, maintaining the
policy interest rate as widely anticipated by the market. The BOJ reaffirmed its commitment to keeping the
uncollateralized overnight call rate at approximately 0.50%. Conversely, the central bank surprised market participants
by, for the first time, disclosing its policy to liquidate its holdings of Exchange-Traded Funds (ETFs) and Japanese Real
Estate Investment Trusts (J-REITs). According to the official statement, the BOJ intends to dispose of equities acquired
from financial institutions—whose divestment was completed in July 2025—by selling a comparable amount into the
market. The plan stipulates annual sales of ETFs at a book value of approximately JPY 330 billion and J-REITs at
around JPY 5 billion. Based on the current book value of holdings (approximately JPY 37 ftrillion), it would take over a
century to complete the full divestment. Notably, the BOJ’s ETF holdings, marked to market, exceed JPY 70 trillion,
accounting for more than 7% of the Tokyo Stock Exchange Prime Market's total market capitalization. Following the
announcement, the Nikkei Stock Average experienced a significant temporary decline.

The rationale behind the BOJ’s decision to divest ETFs and J-REITs appears to be the need to secure capital gains
from these assets as a buffer against potential losses, given the heightened risk of insolvency stemming from increased
interest payment expenses (remuneration on excess reserves) associated with rate hikes. This move may also be
interpreted as a signal of the BOJ’s intention to proceed with a gradual normalization of monetary policy. On the other
hand, Governor Ueda refrained from providing forward guidance regarding the timing or terminal level of the next rate
hike, citing uncertainties such as the impact of US tariff policies on Japan’s domestic economy and inflation outlook.
However, if strong momentum regarding wage trends is confirmed in the September Tankan survey or at the branch
managers’ meeting, a rate hike could be considered at the October meeting, and such prospects may be flagged in
advance by market observers.
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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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