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Can Stability Return to the Volatile Japanese Stock Market?
Q1 Net Income Expected to Surge 19% YoY

Companies with fiscal years ending in March are set to begin announcing their FY2026 first-quarter
(April-dune; hereinafter “Q1”) financial results in earnest. Market consensus forecasts a substantial 19%
year-on-year increase in Q1 net income for TOPIX constituent companies (those with fiscal years ending in
March; the same applies below). While the projected growth rate had been around 10% through early May,
upward revisions have continued since mid-May. While Kioxia’s contribution—driven by a significant
upward revision—stands out, projected net profits are also rising in the energy and financial sectors, as
well as among Al-related companies other than Kioxia. Even on a year-on-year basis, profit growth is
strong for Kioxia, Al-related companies, the energy sector, and banks; however, a recovery in profits is also
expected in sectors such as transportation equipment and steel, where performance had been weighed
down by Trump’s tariffs. Excluding Kioxia, which is making a significant positive contribution, and SoftBank
Group, which is making a significant negative contribution, the first-quarter net income of TOPIX constituent
companies is projected to be up 15% year-over-year.

While some cautious views on the Al theme are emerging, the current performance of Al-related
companies remains strong. Even after the outbreak of the Iran conflict, the domestic economy has
remained resilient, and with alternative sourcing progressing, the negative impact of supply constraints has
not yet materialized significantly. We expect Q1 financial results to be solid.

While Japanese stocks continue to experience high volatility at present, attention is focused on whether
Al and semiconductor-related companies—the epicenter of this volatility—can meet high market
expectations. In the full-year financial results for fiscal year 2025, companies reported solid performance
and outlooks even amid deteriorating conditions in the Middle East, which served as a tailwind for
Japanese stocks. We hope that this earnings season will demonstrate that the impact of the Middle East
situation on corporate earnings has been limited, providing reassurance about the earnings outlook for this

fiscal year.
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TOPIX Q1 Net Income: Contributions to YoY Growth
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X Companies in the TOPIX with financial results for the March fiscal year, excludes Kioxia in the electrical
equipment sector, as of July 17, 2026
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FY2026 Q1 Financial Results Calendar

(%) = Percentage of Companies Announcing Financial Results
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X Companies in the TOPIX with financial results for the March fiscal year, as of July 17, 2026
Source: Bloomberg; Compiled by Daiwa Asset Management
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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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