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Japanese Equities Fall Amid Deteriorating Middle East Si

Risks on Both Sides; Monitoring Developments Closely

March 3, 2026

Higher Oil Prices a Headwind for Japanese Stocks; Limited
Impact if Short-Lived

The uncertainty surrounding the Middle East situation has heightened as the attacks on Iran by the US
and lIsrael, which began on February 28, and Iran's retaliation continue. Japanese stocks have fallen
sharply every day since the start of the week, with the Nikkei 225 closing down 4.4% on Tuesday, March 3,
compared to last Friday.

From a stock market perspective, the key factors to consider regarding the Middle East situation are
crude oil prices and the escalation of the conflict. Japan has an energy self-sufficiency rate of 13%
(FY2022), relying heavily on imports for its supply. A price hike in energy prices acts as a downward
pressure on the economy. In the stock market, sectors benefiting from the price hike represent a small
proportion of the market in terms of both market capitalization and profits. Therefore, a price hike in energy
prices generally acts as a headwind for corporate earnings. When Russia’s invasion of Ukraine occurred in
2022, the Yen weakened in tandem with a price hike in crude oil prices in the foreign exchange market,
providing support for Japanese stocks. However, the situation is different now, with the Yen at historically
weak levels. Concerns about potential currency intervention are heightened, and the negative economic
impact of a weak Yen is likely to be more keenly felt. Should crude oil prices experience a further price hike,
headwinds for Japanese stocks will intensify. On the other hand, the government states that crude oil
reserves (including private stocks) cover 254 days of consumption, indicating no immediate concerns about
crude oil supply. The crude oil market is considered to have significant global spare production capacity.
Therefore, unless the conflict prolongs, the impact on the stock market is expected to be limited, and
Japanese stocks are anticipated to resume their upward trend.
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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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