Market Letter

Japanese Stocks Slide Sharply, Breaking Below Recen
Nikkei 225 Breaks the March 9 Intraday Low, Downside Being Tested

March 23, 2026

Prolonged Conflict Risks Heighten Concerns Over the Economy
and Corporate Earnings

Amid the deteriorating situation in the Middle East, Japanese stocks continue to experience volatile
trading. The Nikkkei 225, which had hit a record high at the end of February, plummeted to 51,407 Yen
during trading on March 9 before rebounding and recovering to the 55,000-Yen level on the 18th. However,
following a 3.4% drop on the 19th ahead of the holiday, it fell sharply by another 3.4% in the morning
session on the 23rd. During the holiday period, US President Trump warned that he would destroy Iran’s
power plants if Iran did not open the Strait of Hormuz, while Iran stated that it would completely block the
Strait of Hormuz if its power plants were attacked. With the possibility of the US military launching a limited
ground operation also emerging, concerns are growing that the conflict could become a quagmire and that
high prices for crude oil could persist for an extended period.

Last week saw a succession of monetary policy meetings by major central banks, including the US
Federal Reserve, the ECB (European Central Bank), the Bank of England, and the BOJ (Bank of Japan).
While all kept their policy rates unchanged, market expectations have shifted toward a more hawkish
stance amid concerns that high crude oil prices are weighing on the economy, creating headwinds for risk
assets. Reflecting these concerns, the Nikkkei 225 hit a low of 50,688 Yen in the morning session on the
23rd, following the long holiday weekend, falling below the low set on the 9th and extending its downward
trend. While the Nikkkei 225 has shown increasing signs of a correction since the start of this month, its
valuation levels remain high, leaving room for further declines should the situation deteriorate further. On
the other hand, there are reports that the US administration may have begun behind-the-scenes efforts
toward a ceasefire. Short-term risks remain in both directions, and volatile price movements driven by the
situation in the Middle East are expected to continue.
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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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