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Strong Financial Results Ease Concerns About Performance

=

\ ’ ‘

Vil
Jan-Mar Results Exceeded Expectations, While Initial Guidance

Remained Cautious as Usual

From late April through mid-May, companies with a March fiscal year-end reported their FY2025 full-
year results. Amid deteriorating conditions in the Middle East, uncertainty over corporate earnings has
increased, with attention focused on the impact of higher oil prices and supply constraints. Furthermore,
while it is customary for companies’ new fiscal year plans (initial guidance) to fall short of market
consensus, there was a risk that guidance that was more cautious than usual could weigh on the stock
market.

In the end, the financial results announcements proved solid, providing a tailwind for the stock market.
For companies with a March fiscal year-end, net profit for the January-March quarter delivered a positive
surprise, with 57% of companies beating the consensus forecast by 5% or more. Full-year net profit for
FY2025 exceeded analysts’ prior forecasts by 6 percentage points, landing at a 13% year-on-year increase.
Even excluding SoftBank Group, which made a significant positive contribution, the result still exceeded
expectations by 3 percentage points. Profit growth was driven by sectors such as Al and semiconductors,
financials, including banks, and construction—all key components of domestic demand. On the other hand,
the automotive and parts sectors made the largest negative contribution.

Initial guidance projected ordinary income and net income to be 10% and 5% below market consensus,
respectively; however, these figures remained on par with the median of the past 15 years (7% and 6%
below consensus) and were not as weak as had been feared. While there are caveats—such as significant
variation among companies in their assumptions regarding the Middle East situation—the fact that
guidance overall pointed to profit growth, combined with the fact that the proportion of companies that did
not disclose initial guidance did not increase compared to previous years, has brought a sense of
reassurance to the market.

Positive Surprises Dominated in Jan—Mar Results Significantly Exceeded Analysts’

Results Expectations
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Initial Guidance Falls Short of Consensus in No Increase in Companies Not Providing
Line with Historical Averages Initial Guidance
(%) Initial Guidance vs. Consensus (Net Profit) Percentage of companies that did not disclose their initial
0 oo =T Median (%) guidance (net profit)
I 60
""""""""""""""""""""" 50
-10
40
30
-20 20
10

-30 0 T T T T T r r l

T2 IL2ER22RIN8I &L 1 "13 15 17 19 21 '23 '25

o o O O O o o O o O O o O o O O

AN N N N AN AN AN AN N N N N N N N N
X TOPIX-constituent companies with fiscal year-end in March X TOPIX-constituent companies with fiscal year-end in March
Source: FactSet; Compiled by Daiwa Asset Management Source: FactSet; Compiled by Daiwa Asset Management

Revision Index Rebounds, but Slow Improvement in the Middle East
Poses Risks

We had expected analysts to begin revising their earnings forecasts downward in earnest following the
financial results announcements, but in response to the solid financial results, analysts appear to be raising
their forecasts, and the revision index for FY2026 EPS is showing signs of a rebound. Al-related
companies are demonstrating particular strength in terms of earnings. While they have contributed
significantly to profit growth in both the previous and current fiscal years, strong upward revisions to
earnings forecasts have continued even after the US and Israeli attacks on Iran in late February. This
strong earnings momentum is likely one reason why investor interest in Al-related stocks is concentrated in
the Japanese stock market.

On the other hand, while the financial results have been solid, the de facto blockade of the Strait of
Hormuz continues, and if the situation fails to improve, downward pressure on earnings will intensify. We
must remain vigilant regarding the risk of earnings falling short of expectations.

Revision Index Rebounds Following Solid Upward Revisions in Al-Related Earnings
Earnings Outlook
(%) (trillion Yen)

FY2026 Forecast EPS Revision Index
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FY2025 Recurring Profit YoY Change: Contribution by Sector
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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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