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FY2025 Third-Quarter Earnings Summary

Solid earnings momentum underpins the bullish market trend
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Actual 3Q Earnings Exceeded Consensus Forecasts for Decline

From late January through mid-February, March fiscal-year-end companies released their FY2025 third-
quarter (October—-December, hereafter “3Q”) earnings results. Among March fiscal-year-end constituents of
the TOPIX 500, 54% of companies exceeded analyst consensus estimates by more than 5%, significantly
surpassing the 24% that fell short of estimates by more than 5%. The ratio of positive earnings surprises
exceeded that recorded in the strong 1Q (48%) and 2Q (50%) earnings seasons, indicating that companies
continued to meaningfully outperform expectations even as analysts steadily raised forecasts and the
earnings hurdle rate increased. Consensus expectations had projected declines in TOPIX 3Q recurring
profit and net profit of —4.6% and —-8.9% YoY, respectively, reflecting factors such as ftariff-related
headwinds. Actual results, however, substantially outperformed analyst forecasts, with recurring profit and
net profit increasing by +3.2% and +3.7% YoY. This outcome has further strengthened expectations for
earnings growth in the next fiscal year.

From a sectoral perspective, financials, domestic demand—oriented sectors, and Al-related industries
made the most notable positive contributions on a YoY basis. Supported by rising interest rates, favorable
market conditions, and the disposal of cross-shareholdings, banks, insurance, and securities firms
recorded sizable profit growth and delivered significant upside surprises relative to consensus estimates.
Against the backdrop of sustained inflation and robust nominal GDP growth, earnings in construction and
real estate were also strong. In addition, Al-related sectors benefited from expanding demand for
generative Al and data centers, resulting in solid earnings performance. Pharmaceuticals and SoftBank
Group, which returned to profitability from a loss in the prior-year period, also contributed positively.
Conversely, sectors with the largest negative YoY contributions included transportation equipment—
heavily affected by tariff impacts—as well as shipping and steel. While transportation equipment posted the
largest absolute decline in earnings among sectors, it simultaneously recorded the largest positive
deviation versus consensus expectations, partly reflecting particularly strong results from Toyota Motor
Corporation.

3Q results beat consensus expectations, Positive surprises dominated in the 3Q
posting earnings growth financial results
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Regarding full-year company guidance (recurring profit), 24% of companies revised their forecasts
upward, compared with only 8% that issued downward revisions. Overall, full-year company plans were
revised upward by 3.4%. The TOPIX earnings revision index has remained in positive territory, and in light
of the strong 3Q earnings season, further upward revisions to analyst forecasts are expected.

In the foreign exchange market, volatility has remained elevated, and since late January the Japanese
Yen has appreciated against the US Dollar. Nevertheless, corporate assumed exchange rates are
generally set in the high-JPY 140 range, suggesting that a buffer remains relative to current spot levels.
While analysts’ assumed exchange rates are likely more Yen-weak than corporate assumptions, given the
currently robust macroeconomic environment, we believe that unless the Yen appreciates at an
exceptionally rapid pace, the risk of a material deterioration in corporate earnings is unlikely to increase

significantly.

Upward revisions dominate full-year

company guidance
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Analyst forecast upgrades to persist

after strong 3Q

e FY2026 EPS Revision Index (Left Axis)
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YoY Change in 3Q Recurring Profit and Sector Contribution
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Sector-by-Sector Surprises in 3Q Financial Results
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X The ratio of stocks with negative surprises is shown as negative. March fiscal year—-end companies
comprising the TOPIX 500
Surprises are counted when actual recurring profits deviate by 5% or more from analyst forecasts.
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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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