Mitsubishi UFJ Morgan Stanley August 17, 2026

Debt Research

Bonds/Rates

[Fixed Income Commentary - Japan Economic & Financial Weekly]
Will fears of BoJ falling behind the curve start to retreat?

(original Japanese report issued on August 14, 2026)

JGB market outlook  \We expect JGBs to be rangebound with an upward bias for the week of August 17.

for August 17-21 Fading expectations of an early Fed rate hike should be supportive. The US July
CPI report, released on August 12, indicated moderate inflation, with the headline
CPlI rising 0.1% MoM and 3.4% YoY and the core index gaining 0.2% MoM and
2.5% YoY. Core services inflation accelerated slightly on a MoM basis to 0.2% from
0.0% in June, but the YoY rate slowed to 3.0% from 3.2%. While the inflation
outlook remains uncertain given the situation in the Middle East and rising prices
for IT goods due to Al investment demand, the latest price data should give not
only Fed Chair Kevin Warsh but also the more hawkish FOMC members the room
they need to keep policy on hold at the September meeting. We think diminished
concerns about US inflation and the stabilization of the 10-year UST yield will help
alleviate pressure on the yen and curb further increases in the 10-year JGB yield.

The market is pricing in just under an 80% probability of a BoJ rate hike in
September, up from around 65% as of August 7. Rate hike expectations picked up
following a series of media reports that boosted the prospects of an early tightening
move.! Bloomberg also reported on August 13 that the government supports an
early rate hike to sustain the impact of the coordinated Japan—US foreign
exchange intervention, and the Bank of Japan is considering raising the policy rate
at the September or October Monetary Policy Meetings. An October rate hike
would be regarded as a dovish outcome in view of current market pricing, but the
key takeaway from the article is that the government supports an early rate hike.
The market’s attention has already shifted to the future pace of rate hikes, which is
likely to help stoke investor concerns about an acceleration of tightening. On the
other hand, if the Takaichi administration is starting to understand the need for rate
hikes, this could help stabilize long- and super-long-term JGB yields by easing
concerns that the BoJ has fallen behind the curve.

Fiscal developments warrant caution. Ahead of the end-August deadline for
ministries and agencies to submit their FY27 budget requests, speculation of a
substantial increase in aggregate requests, combined with uncertainty over how
the consumption tax cut will be funded, could fuel concerns about a “malicious” rise
in bond yields. Attention will also focus on the cabinet reshuffle and changes to the
LDP leadership expected between now and September. Market participants,
including overseas investors, are particularly focused on the fate of Finance
Minister Satsuki Katayama, who is regarded as a proponent of fiscal discipline
within the Takaichi administration. If she is replaced, renewed concerns over fiscal

1 On the evening of August 10, Kyodo News reported that “the unusual coordinated yen-buying intervention conducted by the Japanese
and US governments on July 31 EST -- the first in 28 years -- was ultimately prompted by BoJ Governor Kazuo Ueda’s strong indication
at a press conference immediately beforehand that the policy rate could be raised as early as September.” On August 12, a Jiji Press
article stated that “the mood among the BoJ leadership has changed completely following the coordinated yen-buying intervention by
Japanese and US authorities at the end of July” and that “there is even a sense that an acceleration in the pace of rate hikes is under
consideration.” (Excerpts from the articles translated by MUMSS)
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expansion could exacerbate the weakness in the yen and prompt a bear-
steepening of the JGB curve, depending on who is chosen to succeed her.

Our outlook for monetary policy is as follows. We expect the BoJ to raise the policy
rate to 1.25% in September 2026, 1.50% in January 2027, and 1.75% in June
2027. Although the timing of the rate hikes could shift somewhat depending on the
external environment, we project the Bank will accelerate the cadence of tightening
somewhat now that underlying inflation is approaching 2%. There are two main
reasons why we anticipate a terminal rate of 1.75%. First, upside risks to prices are
likely to diminish from around mid-2027, due in part to base effects related to this
year’s rise in crude oil prices and decline in the yen. Second, our US economy and
rates analysts’ baseline scenario calls for US inflation to moderate toward end-
2026 and for the Fed to cut rates.? If so, the BoJ’s “adjustments to the degree of
monetary accommodation” are also likely to run their course around next summer.

Forecast range (intraday basis): 10-year JGB yield: 2.780%-2.900%
30-year JGB yield: 3.900%—4.080%

Key events Key events

The Ministry of Finance plans to offer JPY2.5 trillion in 5-year JGBs on August 18
and JPY700 billion in 20-year bonds on August 20. We anticipate satisfactory to
somewhat weak results for the 5-year auction and satisfactory results for the 20-
year tender, with support provided by high yields. Growing speculation of an early
rate hike could lead bidders to adopt a more cautious stance at the 5-year offering,
while an expected easing of concerns that the BoJ is falling behind the curve
should provide a tailwind for the 20-year auction. In the US, the Treasury
Department is scheduled to offer 20-year UST bonds on August 19 and 30-year
TIPS on August 20.

The Bank of Japan has three bond-buying operations scheduled on August 19,
when it will target JGBs coming due in 1-3 years (JPY355 billion), 5-10 years
(JPY335 billion), and >25 years (JPY75 billion).

In Japan, the Nikkei QUICK-compiled consensus as of 8:00am JST on August 14
was that the first preliminary estimates of Apr—Jun real GDP (Aug 17) would show
output expanding 0.5% QoQ (2.2% annualized). We think private final demand,
including private consumption and capital investment, was solid. The deterioration
in the Middle East situation probably had some impact on external demand, but we
expect that imports fell more sharply than exports, resulting in a positive
contribution. Meanwhile, the release of crude oil from government reserves is likely
to have weighed on inventories.

The Nikkei QUICK-compiled consensus as of 8:00am JST on August 14 was that
the nationwide CPI print for July (Aug 21) would show headline and core CPI
inflation accelerating to 1.9% and 1.8%, respectively, from rates of 1.7% and 1.6%
in June. Price hikes for electricity and gas will likely result in a smaller YoY decline
in energy prices. Rising prices for packaging materials and higher energy costs
due to escalating tensions in the Middle East are likely to feed through gradually.

2 \We expect the Fed to resume rate cuts in December 2026, followed by additional 25bp cuts in June 2027, after it confirms inflation has
slowed to the 2.0-2.5% range, and March 2028, when a 2% inflation rate comes into view. We forecast the target range for the federal
funds rate will be 3.25-3.50% at the end of 2026, 3.00-3.25% at the end of 2027, and 2.75-3.00% at the end of 2028.
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The 60-day deadline for negotiations on a final US-Iran agreement under the June
18 memorandum of understanding will expire on August 16. However, the deadline
may be extended by mutual agreement.

The Fed will release the minutes of the July 28-29 FOMC meeting on August 19.

In upcoming US data, the Bloomberg-compiled consensus as of 8:00am JST on
August 14 was that July new housing starts would fall 5.7% MoM to an annualized
rate of 1.35 million units after surging 19.0% MoM in June. Economists expect the
Philadelphia Fed’s August current general business activity index (Aug 20) will drop
16.4pt MoM to a reading of 25.0.
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Economic indicators for the week of August 17

Date/Time Our Forecasts / Market

Indicator/Event Comments
(JST) Past Results Consensus
8/17 | 8:50 |Real GDP 26/2Q est. ann?]‘;ﬁzed +2.3% +2.19%|Private consumption and capital spending likely
(Mon) . . R remained firm; inventory drawdowns, including
(first preliminary) 26/1Q +1.8% oil reserves, appear to have had only a limited
25/4Q " +0.7% impact.
13:30 |Indices of Industrial Production (Jun, final)
13:30 |Indices of Jun est. MoM -1.0% -1.0%|We expect a decline in retail activity following
. - the previous month’s surge, partly driven by air-
" o
Tertiary Industry Activity May +1.1% conditioner sales. Living and amusement-related
Apr " +0.8% senices also likely fell, hit by the weather.

17:00 |BoJ Current Account Balances by Sector (Jul)

(ilulg 10:30 |5yr JGB auction (planned issuance: 2.5 trillion yen); announcement of results, 12:35
8/19 | 8:50 [Machinery orders Jun est. MoM +4.2% +7.8%|We expect accelerated growth in orders from
) the automobile industry. Al-related demand
(Wed) " - 9
(private sector ) May 12.4% likely fueled the upturn in orders from the
excl. wolatile orders) Apr " +8.7% information senices industry.
10:10 BoJ JGB purchases: 1yr-up to 3yrs (approx. 355 billion yen), 5yrs-up to 10yrs (approx. 335 billion yen),
' over 25yrs (approx. 75 billion yen)
10:20 |1yr T-Bill auction (planned issuance: 2.8 trillion yen); announcement of results, 12:30
16:15 |Visitor arrivals (Jul)
8/20 | 8:50 [Trade statistics Jul est. Balance -JPY513.8bn|-JPY669.0bn|Trade deficit likely widened YoY as imports
(Thu) " ) increased driven by naphtha and crude oil
Jun JPY409.9bn (volume recovery and higher prices) as well as
Jul '25 " -JPY156.3bn Al-related demand.
10:30 |20yr JGB auction (planned issuance: 700 billion yen); announcement of results, 12:35
8/21 | 8:30 |CPI Jul est. YoY +1.7% +1.8%
(Fri) Natoinwide. excl. fresh foods |Jun " +1.6% We expect core-core CPI inflation to edge up
! : ’ YoY for the first time in nine months as higher
(core CPI) May " +1.4% crude oil prices gradually feed through to
Jul est. YoY +1.8% +1.99%|Petrochemicals. The CPI will be rebased to
. . B 0 2025 with this release, but the announced
Nationwide; excl. fresh foods |Jun +1.7% impact is limited.
and energy (core-core CPl) |May " +1.8%

10:20 (3mo T-Bill auction (planned issuance: 3.7 trillion yen); announcement of results, 12:30

Source: MUMSS, from media reports.
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Japan Economic Outlook

Forecasts (%)
I FY2025 FY2026 (F) 6 FY27  FY28
4-6 7-9 |10-12 10-12 (F) (F)
Real GDP 0.3 -0.6 0.2
(QoQ annualized rate) 11 -23 0.7
(Yoy) 19 0.5 03
*Domestic demand 02 -0.3 0.1
*Private demand 0.0 -0.2 0.1
ivate consumption 0.2 0.5 0.1
esidential investment -0.0| -8.0 5.0
Capital investment 1.0 -0.1 1.2
*Private inventories -0.3 -0.2] -0.4]
*Public demand 0.1 -0.0] 0.1
[aernmem consumption 0.6 0.1 0.4
[Public investment 04| 10| 01
*Net exports 0.1 -0.3 0.0,
[Exports 16| -16] 0.2
Imports 11 -0.2] -0.0]
Nominal GDP 1.9 0.2 0.9
(YoY) 53| 40| 37
GDP deflator (YoY) 87 3.5 3.4
Domestic demand deflator (YoY) 2.6 2.8 2.6
ICPI core (excluding perishables, YoY) 3.5 2.9 2.8
BoJ core CPI (excluding perishables and energy, YoY) 3.2 3.2 3.0
Industrial production (QoQ) -05 -1.1 0.3
(YoY) 00| -07 -10
Notes: USD/JP.Y FFY awg) . 152.5] 150.7| 161.0 163.0 163.5
1) QoQ figures unless noted otherwise; rows beginning with asterisk (*) show QoQ contribution to GDP in percentage points. Cucclol (|mp0rl-ba§|s, Wloyiiy) 828 71'3| 86.0 76.0 79.0
2) Estimates as of August 14, 2026. Our advance estimates for Apr-Jun 2026 GDP (real GDP growth of 2.3% QoQ annualized) not Current account (trillion yen) 30.0 34.5] 36.0 35.5 36.6
reflected. as % of nominal GDP 4.7 5.2) 5.2 5.0 5.0
Source: MUMSS, from Cabinet Office, MIC Statistics Bureau, METI, and other data; MUMSS forecasts Trade balance » 5.4 1.4l 19 13 05
customs-cleared, trillion yen)

Market Forecast

24 FY25 FY26 (forecast) FY27 (forecast)
P T TR Mo BT VTl AprJun [ Jul-Sep [ OctDec [ JanMar | _Aprdun [ JulSep [ OctDec ]
_ op [Annualized QoQ (%) — 11 [ 23 | o1 | 18 09 17 | o8 | o8 w0 | o9 | o9
Yoy (%) 05 0.8 0.5 09
Japan Yo (%) 27 35 2.9 28 17 15 19 25 3.1 2.3 21 18 17 20
Uncollateralized OMN rate. End of term (%) 0.500 0.500 0.500 0.750 0.750 1.000 1.250 1.250 1.500 1.750 1.750 1.750 1.750 1.750
3-month yen TBOR End of term (%) 0.820 0.772 0.818 1.072 1.268 1412 1.700 1.850 1.950 2.200 2.200 2.200 2.200 2200
T Range (%) 0.190-0.880 0.580-0.855 0.730-0.935 0.890-1.170 1.130-1.380 1.345-1.450 1.385-1.800 1.550-1.950 1.600-2.000 1.700-2.100 1.700-2.100 1.700-2.100 1.700-2.100 1.700-2.100
End of term (%) 0.830 0.745 0.935 1170 1.350 1.355 1.700 1.750 1.800 1.900 1.900 1.900 1.900 1.900
Range (%) 0.360-1.180 0.725-1.105 0.960-1.230 1.185-1.545 1.530-1.820 1.730-2.030 1.910-2.350 1.950-2.400 1.950-2.400 2.000-2.450 2.000-2.450 2.000-2.450 2.000-2.450 2.000-2.450
Sy End of term (%) 1.095 0.980 1.225 1.545 1.770 1.880 2.150 2150 2.150 2.200 2200 2.200 2.200 2200
P Range() | 07401580 | 11101570 | 13851655 | 16202080 | 2060-2385 | 2300-2790 | 26503150 | 26503150 | 26503150 | 26003100 | 25003000 | 24002900 & 2400-2900 | 2.400-2.900
I End arterm %) 1.485 1420 1645 2.060 2345 2670 2900 2900 2900 2,850 2.750 2,650 2650 2,650
e Range (%) 1.515-2.310 1.900-2.595 2.310-2.680 2.570-3.000 2.880-3.450 3.195-3.775 3.500-4.100 3.500-4.100 3.450-4.050 3.400-4.000 3.250-3.850 3.150-3.750 3.150-3.750 3.150-3.750
End of term (%) 2.220 2345 2610 2.985 3.280 3.640 3.800 3.800 3.750 3.700 3.550 3.450 3.450 3.450
[P— Range (%) 1.805-2.610 2.250-3.170 2.865-3.285 3.035-3.430 3.280-3.875 3.550-4.150 3.740-4.350 3.750-4.350 3.700-4.300 3.600-4.200 3.450-4.050 3.400-4.000 3.400-4.000 3.400-4.000
End otterm %) 2520 2910 3.140 3410 3710 3.940 4100 4050 4,000 3.900 3750 3700 3.700 3700
P Range (%) 2.100-2.965 2.555-3.675 3.055-3.535 3.345-3.745 3.515-4.205 3.640-4.355 3.755-4.300 3.700-4.300 3.650-4.250 3.550-4.150 3.400-4.000 3.350-3.950 3.350-3.950 3.350-3.950
End of term (%) 2.790 3.090 3.335 3.610 3.920 3.770 4.050 4.000 3.950 3.850 3.700 3.650 3.650 3.650
ooiven Range 139.58-161.95 | 139.89-150.49 | 142.68-150.92 | 146.59-157.89 | 152.10-160.46 | 155.04-162.67 | 152.5-167.0 153.0-167.5 153.5-168.5 154.0-169.0 154.5-169.5 155.0-170.0 156.5-170.5 156.0-171.0
Endotiem 14996 144.03 14790 156.71 158.72 16255 1600 1605 1610 1615 1620 1625 1630 1635
- Range 154.42-175.43 | 158.30-169.86 | 168.46-175.13 | 172.27-184.92 | 180.81-186.87 | 182.05-187.95| 177.7-193.0 178.3-193.6 178.8-194.7 179.4-195.3 180.0-195.8 180.6-196.4 181.2-197.0 181.7-197.6
End of term 162.21 169.78 173.53 184.01 183.38 185.68 185.6 186.2 186.8 187.3 187.9 188.5 189.1 189.7
. | Annualized QoQ (%)| — 38 4.4 05 21 15 24 21 2.0 2.0 19 18 17 —
° Yo (%) 28 21 21 20 18
e rae arge) Endoterm () | 425450 | 425450 | 400425 | 350375 | 350375 | 350375 | 350375 | 325350 | 325350 | 300325 | 300325 | 300325 | 275300 | 275300
i) Range (%) 3.6176-4.7924 | 3.9943-4.5985 | 4.0206-4.4813 | 3.9493-4.1878 | 3.9375~4.4278 | 4.2479-4.6663 4.05-4.75 4.25-4.75 4.25-4.75 4.05-4.55 3.85-4.35 3.65-4.15 3.75-4.25 3.55-4.05
End of term (%) 421 4.23 4.15 4.17 4.32 4.47 4.30 4.50 4.50 4.30 4.10 3.90 4.00 3.80
Annualized QoQ (%)| — -0.0 13 08 0.0 18 0.9 23 16 1.0 0.8 0.4 07 —
YoY% 1.0 12 09 14 0.9
Depost fcity e End arterm %) 250 2,00 2,00 200 2,00 225 225 250 250 250 250 225 225 225
e Range (%) 2.010-2.940 2.424-2.732 2.542-2.801 2523-2.914 2.643-3.129 2.831-3.201 2.90-3.30 3.10-3.50 3.10-3.50 2.90-3.30 2.60-3.00 2.30-2.70 2.50-2.90 2.90-3.30
End of term (%) 274 261 271 2.86 3.00 2.86 3.10 3.30 3.30 3.10 2.80 2.50 2.70 3.10

Notes: 1) JGB, Treasury, and Eurozone bond yields are daily closing rates. Japanese 2yr - 40yr JGB are newly issued. USD/JPY and EURIJPY are intraday-based.
2) Forecasts for macroeconomic indicators as well as forecast ranges and end-of-term figures for interest rates and forex revised August 14, 2026 (previous revision August 7, 2026).
Our advance estimates for Apr-Jun 2026 GDP (real GDP growth of 2.3%, QoQ annualized) not refiected.
3) Uncollateralized O/N rate is BoJ's target range. US FF rate is FRB's target level. US and Eurozone real GDP growth rates (calendar year) are against previous year.
Source: MUMSS, from Quick and Bloomberg data; MUMSS estimates
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personal views about the subject company(ies) and its (their) securities, and also certify(ies) that they have not been, are not, and will
not be receiving direct or indirect compensation in exchange for expressing any specific recommendation(s) or view(s) in this report.

Mitsubishi UFJ Morgan Stanley Securities Co., Ltd. ("MUMSS") has established organizational and administrative arrangements such
as appropriate policies and procedures to monitor activities and/or communication between the research department and other
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research.
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Disclaimers
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responsibility or liability as to the accuracy, reliability, completeness, adequacy or appropriateness of such information. Information
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opinion and information contained in this report. Content presented herein is solely a reflection of the best judgment of MUMSS at the
time of publication. MUMSS and/or its affiliates assume no responsibility for the content of any third-party websites located at URLs
appearing in this report.

MUMSS may have issued, and may in the future issue, other communications that are inconsistent with, and reach different conclusions
from, the information presented herein. MUMSS has prepared and published this report wholly independently of any of its affiliates,
and thus any comments, views, outlook, ratings or target prices expressed in this report may differ substantially from any similar reports
issued by affiliates which may be based upon different sources and methodologies.

Regarding any securities or related financial products mentioned either directly or indirectly in this report, there is risk that investors
may, upon a sale of investments, receive less than the originally invested capital due to factors including fluctuations in share price,
changes to issuers' management and/or financial profiles, related changes to external evaluations, and changes in interest and/or
foreign exchange rates.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. The report does not constitute
a personal recommendation and has been prepared without regard to the individual financial circumstances, needs or objectives of
persons who receive it. The securities and investments related to any securities or related financial products discussed in this report
may not be suitable for all investors. Readers should independently evaluate particular investments and strategies, and seek the advice
of their own professional and financial advisers as to the legal, business, financial, tax and other aspects before making any investment
or entering into any transaction in relation to the securities mentioned in this report.

MUMSS and/or its affiliate(s) shall not be liable in any manner whatsoever for any consequences (including but not limited to any direct,
indirect or consequential losses, loss of profits and damages) of any reliance on or usage of this report and accepts no legal
responsibility to any investor who directly or indirectly receives this material.

The final investment decision must be made by the investor and the responsibility for the investment must be taken by the investor.
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should not be passed on to any such persons.

This report has been prepared in accordance with MUS(EMEA)’s organisational and administrative arrangements for managing
conflicts of interest. Such arrangements include policies which set out guidelines relating to the production of research including (but
not limited to) restrictions on access to information, personal dealing and inducements. Further MUS(EMEA) disclaimers, disclosures,
policies and notices can be found at https://www.mufgemea.com/governance/legal-and-regulatory/.

United States of America: MUFG SECURITIES AMERICAS INC. (“MUSA”) is registered as a broker-dealer in the United States with
the Securities and Exchange Commission and is a member of the Financial Industry Regulatory Authority (“FINRA”) (SEC# 8-43026;
CRD# 19685).

This report, when distributed by MUSA, is intended for Institutional Investors (“Institutional Accounts” as defined by FINRA Rule
4512(c)). When distributed by a non-US affiliate of MUSA, this report is intended for distribution solely to “major U.S. institutional
investors” or “U.S. institutional investors” pursuant to Rule 15a-6 under the U.S. Securities Exchange Act of 1934, as amended.
Securities referenced in this report may have been underwritten by MUSA and/or its affiliates. Nothing in this report should be
considered an offer or solicitation of an offer to buy or sell securities or any other financial product or a commitment of any kind with
respect to any transaction.

IRS Circular 230 Disclosure: MUSA does not provide tax advice. Accordingly, any discussion of U.S. tax matters included herein
(including any attachments) is not intended or written to be used, and cannot be used, in connection with the promotion, marketing or
recommendation by anyone not affiliated with MUSA of any of the matters addressed herein or for the purpose of avoiding U.S. tax-
related penalties.

Canada: MUFG SECURITIES (CANADA), LTD. (“MUS(CAN)”) is an investment dealer registered in Canada with the Ontario Securities
Commission (“OSC”) and in each province and territory of Canada, a member of the Canadian Investment Regulatory Organization
(“CIRQ”), and a member of the Canadian Investor Protection Fund (“CIPF”). Customers’ accounts are protected by CIPF within the
specified limits.

In Canada, MUS(EMEA) and MUSA each operate under an International Dealer Exemption (“the exemption”) and exempt from
registration with the securities regulators. MUS(EMEA) operates under the exemption in Alberta, British Columbia, Manitoba, Ontario
and Québec. MUSA operates under the exemption in all Canadian Provinces and Territories. When distributed by MUS(EMEA) or
MUSA, this report is only intended for a “permitted client” as that term is defined under the National Instrument 31-103 in Canada and
is not intended for re-distribution to any other person. When distributed by MUS(CAN), this report is only intended for an “institutional
client” as that term in defined under the CIRO Investment Dealer Partially Consolidated rules and is not intended for re-distribution to
any other person. The information contained herein is not, and under no circumstances is to be construed as, a prospectus, an
advertisement, a public offering, an offer to sell securities described herein, or solicitation of an offer to buy securities described herein,
in Canada or any province or territory thereof. Under no circumstance is the information contained herein to be construed as investment
advice in any province or territory of Canada and is not tailored to the needs of the recipient.

Japan: This report, when distributed in Japan, is distributed by MUMSS, a member of MUFG, a Financial Services Agency registrant.
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Japanese equity transactions totaling JPY 193,000 or less are subject to a maximum commission of JPY2,750 (tax included). Japanese
equity transactions in excess of JPY193,000 are subject to a commission of up to 1.43% (tax included) of the transaction amount.

No additional fees are charged on fixed income transactions, as the equivalent markup or markdown values are included in the quoted
price.

Material on foreign equities is based on securities filings or other public information that, under the laws of the relevant country, would
be equivalent to a Form 10-K or similar disclosure, such as an annual report, quarterly report, or earnings release. The material does
not contain any ratings, investment opinions, or earnings forecasts by MUMSS. Figures in this material may differ from those in foreign
securities disclosures owing to differences in the scope of available data or when the materials were prepared.

The business activities of foreign securities mentioned in these materials are not disclosed under Japan's Financial Instruments and
Exchange Act (unless any such company is subject to the stipulations of the Financial Instruments and Exchange Act). The information
in these materials about the relevant foreign securities is based on disclosure rules of the countries where the main exchanges for the
securities are located.

Foreign equity transactions are subject to both local and domestic brokerage fees. The local brokerage fee is determined based on
market conditions and local circumstances at the time, and the amount cannot be recorded in advance. For details, please contact the
branch office through which you make your transactions. The domestic brokerage fee is up to 1.1% (including tax) of the contracted
transaction amount. Foreign equities may incur losses based on fluctuations in foreign exchange rates and other factors.

When MUMSS purchases unlisted bonds (government bonds, municipal bonds, government-secured bonds, and corporate bonds) as
the counter-party, only the purchase price will be paid. Bond prices may vary depending on fluctuations in interest rates and other
factors, and bond transactions may incur losses. Foreign bonds may incur losses based on fluctuations in foreign exchange rates and
other factors.

Singapore: This report is only intended for distribution to an "institutional investor", "accredited investor" or "expert investor" as those
terms are defined under regulation 2 of the Financial Advisers Regulation. It is solely for the use of such investors and shall not be
distributed, forwarded, passed on or disseminated to any other person. Investors should note that, as a result of exemptions that apply
when this report is distributed to "accredited investors" and "expert investors", MUS(ASIA) Singapore is exempt from complying with
certain requirements under the Financial Advisers Act, including section 34 of the Financial Advisers Act (which requires a financial
adviser to disclose all material information on certain investment products), section 36 (which requires a financial adviser to have a
reasonable basis for making recommendations on investments) and section 45 (which requires a financial adviser to disclose any
interests that it holds in securities that it recommends).

Hong Kong: This report is only intended for distribution to a “professional investor” as that term is defined in the Securities and Futures
Ordinance and should not be passed onto any other person.

Australia: In respect of the financial services provided to wholesale clients in Australia, MUS(ASIA), MUS(EMEA) and MUS(USA) are
each exempt from the requirement to hold an Australian financial services licence under the Corporations Act 2001 of Australia under
the Australian Securities and Investments Commission Class Order Exemption CO 03/1099, CO 03/1103 and CO 03/1100, respectively.
Each of MUS(ASIA), MUS(EMEA) and MUSA, are regulated under the laws of Hong Kong, the United Kingdom and the United States
respectively, which differ from Australian laws. This material is only intended for distribution to persons in Australia who are sophisticated
or professional investors for the purposes of section 708 of the Corporations Act of Australia, and are wholesale clients for the purposes
of section 761G of the Corporations Act of Australia. This material is not intended to be distributed or passed on, directly or indirectly,
to any other class of persons in Australia.

Other: This report may not be copied, published or distributed in Indonesia. This report may not be copied, published or distributed in
the People's Republic of China (not including Hong Kong Special Administrative Region, Macau Special Administrative Region or
Taiwan, the "PRC"), except under circumstances that will result in compliance with any applicable PRC laws and regulations.

MUS (EMEA)'s branch in the Dubai International Financial Centre (DIFC) which operates under the trade name MUFG Securities (DIFC
Branch) is registered as a Recognized Company in the DIFC and is authorized and regulated by the DFSA and is located at Level 3,
East Wing, The Gate, Dubai International Financial Centre, P.O. Box 506894, Dubai, United Arab Emirates.

MUFG Securities (DIFC branch) may only conduct business with and provide financial services to “Professional Client” or “Market
Counterparty” but not to “Retail Client” as defined by the DFSA rules.

Copyright © Mitsubishi UFJ Morgan Stanley Securities Co., Ltd. All rights reserved.

This report is the work of MUMSS and is protected under copyright laws. This report may not be altered, reproduced or redistributed,
or passed on directly or indirectly, to any other party, in whole or in part, without the prior written consent of MUMSS.

Nikkei 225 is owned by Nikkei Inc.
Mitsubishi UFJ Morgan Stanley Securities Co., Ltd.
Otemachi Financial City Grand Cube, 1-9-2, Otemachi, Chiyoda-ku, Tokyo 100-8127, Japan

MUMSS is a financial instruments firm registered under the Financial Instruments and Exchange Act of Japan, with the registered
number 2336, issued by the Director, Kanto Local Finance Bureau.

MUMSS is a member of the Japan Securities Dealers Association, the Investment Management Association of Japan, the Financial
Futures Association of Japan, the Type Il Financial Instruments Firms Association, and the Japan Security Token Offering Association.
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