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BOJ Expected to Raise Rates Every Six Months, Though the Pace Could
Either Accelerate or Decelerate

At the Bank of Japan’s July Monetary Policy Meeting (July 30-31), whether the meeting will signal an
acceleration in the pace of interest rate hikes has rapidly emerged as a key focus. This is driven by a shift
in the balance of risks surrounding the economy and inflation. Even amid the situation in the Middle East,
the economy remains resilient, supported by robust demand for Al and semiconductor-related products; as
a result, both the risk of a recession and the risk of lower-than-expected inflation stemming from weak
demand have receded. On the other hand, as the underlying inflation rate approaches the 2% inflation
target, concerns within the Bank of Japan about upside risks to inflation are growing. The trend of
companies passing on price hikes is spreading beyond upstream sectors such as petroleum and coal
products to midstream sectors such as plastic products. Furthermore, with the addition of upward price
pressures stemming from the semiconductor memory sector and the historically weak Yen, awareness of
these risks is intensifying.

That said, we anticipate a pace of interest rate hikes of about once every six months, in line with market
consensus forecast, and expect the next rate hike to occur in December. Regarding medium- to long-term
expected inflation—which the Bank of Japan regards as one of the key indicators for measuring underlying
inflation—our estimates, derived by extracting the common component from household, corporate, and
expert forecasts, show that inflation will remain close to 2% even amid persistently high crude oil prices.
There are no signs of an acceleration relative to the trend, and at this point, there is no urgent need to
adjust the pace of rate hikes; however, given the risk of upward price pressures, there is a distinct
possibility that a faster pace of rate hikes could be considered. That said, given the government’s
preference for a cautious approach to rate hikes, the possibility of a slower pace must also be kept in mind.
In forecasting the pace of rate hikes, attention will focus on the stance taken by Governor Ueda during his
press conference following the July meeting.
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Important Information

This Presentation (“Presentation”) is provided to its intended recipient (the “Recipient”) and is not intended for redistribution or public
use. The data and information presented are for informational purposes only. The information contained herein should be treated as
confidential 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 specific investments and
strategies and seek their own investment advice. Daiwa Asset Management shall not be held liable for any consequences resulting from
any investment in any strategy or product 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 the loss of principal. For
more detailed information, including a description of the risks and rewards associated with the funds mentioned, please refer to the
UCITS prospectus, the Key Investor Information Document (KIID), and the most recently published annual and semi-annual reports.

This Presentation was prepared to provide information regarding the investment capabilities 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 UCITS prospectus and KIID for more detailed information prior to
making an investment decision.

The information, statements, forecasts, and projections contained in this Presentation, including any expressions of opinion, are based
on 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 account for any taxes or fees, if applicable, and does not represent
the final return for potential investors. Daiwa Asset Management has 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 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 the calculation, publication, and use of the TOPIX Index Value and the TOPIX Marks. JPX shall not be
liable for any miscalculation, incorrect publication, or 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 issuance
and sale of the Licensed Product.
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