Market Letter
Sharp Sell-Off Hits Japanese Equities on November 18

Position-Driven Adjustment, Japan’s Medium-Term Outlook Remains P

November 18, 2025

Nikkei 225 Index Retreats Under ¥50,000, Fundamentals Signal
Continued Strength

On November 18, the Nikkei 225 closed down ¥1,620 (3.2%) from the previous day. Since surpassing
¥50,000 for the first time on October 27, this marks the first time the index has closed below that level. The
decline was triggered by weakness in US equities, particularly Al and tech stocks, which spilled over into
Japanese markets. Opening lower, the Nikkei extended its losses during the trading session.

In October, the Nikkei had surged by ¥7,478 (about 17%) for the month, marking its largest monthly gain
on record. Amid growing skepticism toward the Al theme and cautious remarks from Federal Reserve
officials regarding rate cuts, investors appeared to adjust positions ahead of key events such as NVIDIA’s
earnings on Wednesday, November 19, and US employment data on Thursday, November 20. Momentum
stocks that had seen sharp gains were particularly hard hit. The breach of the 25-day moving average also
seemed to weigh on sentiment.

As noted in our November 5 market letter, the rapid pace of recent gains suggests short-term volatility
could increase. That said, fundamentals remain strong. In the July—September earnings season, actual
results generally exceeded analysts’ forecasts, and upward revisions to full-year company guidance were
widespread. Reflecting these strong results, consensus EPS estimates for TOPIX for FY 2026 have been
revised higher. Supported by solid corporate earnings, governance reforms, and political expectations, we
continue to view the medium-term outlook for Japanese equities as favorable.
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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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