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= August PMIs suggest Asia's growth remained resilient and became more broad-
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=  August PMIs are supportive for Asian FX, particularly technology- and export-
linked currencies such as KRW, TWD, SGD and CNY, however China's still-
uneven recovery is likely to continue capping broader Asia FX upside.

August PMIs highlighted a gradual broadening of growth across the region

August PMI surveys suggested a gradual broadening of growth across Asia, with
composite PMIs remaining firmly in expansionary territory in service-dominated
economies such as India, Singapore and Japan, while manufacturing activity
strengthened across much of the region. In China, manufacturing activity improved
marginally, with the official composite PMI rising to 49.8 and the RatingDog composite
PMI advancing to 51.5, alongside a rebound in both new orders and export orders that
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points to improving underlying demand. Meanwhile, technology-driven economies
such as Taiwan and South Korea continued to outperform, underscoring ongoing

MUFG Bank. Ltd support from semiconductor and electronics cycle. Taken together, the August surveys

A member of MUFG, a global financial group suggested Asia's growth momentum remained intact in August, supported by resilient
domestic demand, firming external demand and a still-favorable technology cycle.
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GLOBAL ACTIVITY RECOVERS FROM THE RECENT
DOWNTURN IN MARCH CAUSED BY US-IRAN WAR

APART FROM CHINA, REST OF ASIA MANUFACTURING
PMIs ARE OUTPERFORMING THE GLOBAL
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August PMIs highlighted resilient Asian manufacturing beyond China

August manufacturing PMIs pointed to resilient regional manufacturing momentum in
Asia. Most Asian economies’ manufacturing PMIs remained above the 50-expansion
threshold in August, signalling continued strength in regional manufacturing activity.
Taiwan, Japan, South Korea, Thailand, the Philippines and India remained among the
strongest performers, while Indonesia, Malaysia and China continued to lag.
Importantly, the broad-based resilience across much of Asia suggests that regional
manufacturing growth is no longer solely dependent on Chinese demand, with
domestic demand, supply chain diversification and technology-related exports
providing additional support.

Al-driven technology demand/investment remained the key pillar of North Asia’s
outperformance. Taiwan, South Korea and Japan continued to benefit
disproportionately from strong semiconductor, electronics and Al-related supply chains.
This reinforces our view that the current regional recovery is increasingly being driven
by the global Al investment cycle rather than by traditional China-led manufacturing
demand. Robust Al infrastructure spending, data center buildouts and semiconductor
investment continue to underpin technology exports across North Asia, positioning the
region as one of the primary beneficiaries of the ongoing global Al capex super cycle.

The Philippines manufacturing PMI was a notable upside surprise, jumping to 54.9, the
fastest manufacturing expansion in almost a decade. The survey indicated that output
rose substantially as new orders increased at a fast pace in six months, supported by
new product and model launches, repeat business and a broader improvement in
demand conditions.
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ASIAN MANUFACTURING PMIs SIGNAL BROAD-BASED EXPANSION
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China NBS PMis indicated a continued K-shaped growth pattern in August

China’s official NBS Composite PMI index edged up to 49.5 in August from 49.3 in July,
but remained below the 50-threshold, indicating that overall economic activity
continued to contract modestly. The improvement was driven entirely by a rebound in
manufacturing activity, while non-manufacturing conditions remained weak.
Manufacturing PMI increased by 0.6 points, whereas the non-manufacturing PMI was
unchanged at 49.0, missing expectations for a second consecutive month. Within non-
manufacturing, both the services PMI (49.3) and construction PMI (46.9) were broadly
unchanged from July, signalling persistently subdued domestic demand and
construction activity. Overall, the August PMI data pointed to a still-soft Chinese
economy, with manufacturing showing tentative signs of stabilization but insufficient to
offset weakness in services and construction. Note that, adverse weather conditions,
including heavy rainfall and typhoons in several regions, likely weighed on activities,
particularly in construction and some service sectors, although the nationwide impact
appeared less severe than in July.
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CHINA'S DEMAND RECOVERY REMAINS UNEVEN EMPLOYMENT CHALLENGES PERSIST
ACROSS SECTORS
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High-tech industries continued to lead China’s manufacturing cycle

China’s official manufacturing PMI edged up to 49.8 in August from 49.2 in July,
beating expectations but remaining below the 50-threshold for a second consecutive
month, indicating continued albeit moderating contraction in manufacturing activity.
The improvement was driven by a rebound in production and demand, with both the
new orders and new export orders indices returning to expansion territory. Meanwhile,
high-tech (52.9) and equipment manufacturing (51.4) continued to outperform, while
the consumer goods sector remained in contraction at 49.0, highlighting persistent
softness in domestic demand.

Weak construction PMI reflective of sluggish property sector and adverse
weather impact

A reading of 46.9 for construction sector PMI in August meant more construction firms
reported a decline in activity than an increase versus the previous month. This
suggested that housing construction remained under pressure from the prolonged
property downturn as private developers were still reluctant to launch new projects,
and local government investment/infrastructure investment has not yet fully offset the
weakness in residential construction.

Heavy rain, flooding and typhoons in several regions, also pressured on August
economic activity, and NBS specifically attributed some of the weakness to bad
weather in those affected regions including construction work progress, material
deliveries and etc. Meanwhile, forward-looking PMI business expectation sub-index for
the sector was still soft, relative to historical values. New orders sub-index of service
sector PMI worsened by 0.7ppts to 44.5, implying no quick turnaround in near future.
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TECH-DRIVEN INDUSTRIES CONTINUE TO LEAD CHINA’S CONSTRUCTION PMI REMAINS STUCK IN

CHINA'S MANUFACTURING RECOVERY CONTRACTION
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Soft Services PMI signaled persistent demand weakness due to sluggish labour
market and continued property price decline

China’s official services PMI was unchanged at 49.3 in August, indicating a continued
contraction in services activity. By sector, the business activity indices for industries
such as postal services, telecommunications, broadcasting, television and satellite
transmission, and internet software and information technology services all exceeded
55, with relevant enterprises maintaining rapid growth in business volume; meanwhile,
the indices for wholesale, retail, and capital market services fell below the 50-threshold,
indicating weaker business performance. The business activity expectation index for
the service sector stood at 55.5, but relatively low compared with historical values,
consisting with the 0.7points decline in new orders sub-index of service sector PMI to
445,

Large firms outperformed as SMEs continued to lag

The divergence across enterprise sizes remained significant. Large enterprises
returned to expansion territory, with PMI rising to 50.6 from 49.5 in July, supported by
stronger production and orders. In contrast, medium-sized enterprises edged down to
49.4 from 49.7, remaining slightly below the 50-threshold, while small enterprises
improved to 47.9 from 47.4 but stayed firmly in contraction territory. The data suggest
that China's manufacturing recovery remained concentrated among larger firms which
might benefit more from policy support, whereas smaller businesses continued to face
headwinds from weak domestic demand and competitive pressures.

More upbeat RatingDog PMis suggested that export-oriented private sector
firms outperformed the broader economy in August

RatingDog (Caixin) PMIs pointed to a stronger-than-expected improvement in private-
sector activity in August. The manufacturing PMI rose to 51.5 from 50.9, while the
services PMI increased to 51.4 from 50.4, signalling firmer demand conditions. Key
sub-indices, including output, new orders and new export orders, all improved.
However, business confidence eased to a seven-month low, and manufacturers
resumed cutting selling prices amid intense competition, suggesting that concerns over
underlying domestic demand remain.
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Overall, the survey indicated that export-oriented and private-sector firms
outperformed the broader economy in August, contrasting with the more subdued
picture painted by the official NBS PMI. Several factors likely explain the divergence:

Greater private-sector and export exposure: RatingDog PMIs have a greater
representation of private enterprises, exporters and small and micro sized
enterprises, while NBS is more concentrated towards large and state-owned firms.

More benefitting from resilient external demand: large increase in new export
order sub-index of RatingDog PMI implied that export-oriented private
manufacturers benefitted from resilient external demand. And firms in construction,
property and heavy industry are less represented in the RatingDog surveys.

Regional effect: participants of RatingDog survey are more concentrated in
Guangdong, Jiangsu and Zhejiang regions, where more exposed to global trade
demand.

RATINGDOG PMIs ARE OUTPERFORMING THE OFFICIAL PMIs RECENTLY
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that is based on assumptions about future economic conditions and courses of action and may be presented as either a forecast or a projection. This report is not
intended to forecast or predict future events. Past performance is not a guarantee or indication of future results. Upon receipt of this report, each recipient acknowledges
and agrees that any FLI included herein should not be relied upon as a material consideration for any investment decisions taken by the recipient. Recipients should
consult their own legal and financial advisers for additional information. Any prices provided herein (other than those identified as being historical) are indicative only
and do not represent firm quotes as to either price or size.

This report is proprietary to MUBK and MUFG Securities and may not be quoted, circulated or otherwise referred to without our prior written consent. Notwithstanding
this, MUBK and MUFG Securities shall not be liable in any manner whatsoever for any consequences or loss (including but not limited to any direct, indirect or
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for the publication of securities related research reports. References to “MUBK” shall be interpreted as a reference only for all matters related to bank products and
references to “MUFG Securities” shall be interpreted as a reference only for all matters related to securities products.

MUBK and/or its directors, officers and employees, from time to time, may have interest and/or underwriting commitment in the relevant securities mentioned herein
or related instruments and/or may have a position or holding in such securities or related instruments as a result of engaging in such transactions. Furthermore, MUBK
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COUNTRY AND REGION SPECIFIC DISCLAIMERS

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or is located in any locality, state, country or
other jurisdiction where such distribution, publication, availability or use would be contrary to any law, regulation or rule. Each entity and branch within MUFG is subject
to distinct regulatory requirements and certain products and services discussed in this document may not be available in all jurisdictions or to all client types. In this
regard, please note the following jurisdictional specific disclaimers.

Europe Middle East and Africa (EMEA):

. United Kingdom (UK) and the European Economic Area (EEA): This report is only intended for a professional client or eligible counterparty and must not be
passed onto a retail client, as defined under UK and EEA regulatory rules. It does not constitute investment research as those producing this report are not a research
function and therefore this material has not been prepared under conditions designed to promote the independence of investment research including, but not limited
to, the prohibition on dealing ahead of the dissemination of investment research. Under the Market Abuse Regulation (“MAR?”) this report is a marketing communication
which may amount to, or include, an investment recommendation and where so there are no plans to update the investment recommendation. Any prices mentioned
in the investment recommendation were prices known by us when the recommendation was prepared. Further UK and EEA disclaimers, disclosures policies and
notices can be found at https://www.mufgemea.com/governance/legal-and-regulatory/, including the Fixed Income and Currency Products Dealing Disclosures, the
Conflicts of Interest Summary Policy and MAR investment recommendation disclosures .

. United Arab Emirates (UAE): This report is only intended for distribution to a professional client or market counterparty as those terms are defined under the
rules of the Dubai Financial Services Authority and only a person meeting the criteria for these terms should act upon this report.

. Qatar: This report is only intended for distribution to a Business Customer or Eligible counterparty as those terms are defined under the rules of the Qatar
Financial Centre Regulatory Authority and only a person meeting the criteria for these terms should act upon this report.

. South Africa: MUSE is permitted to offer and provide financial services to certain categories of sophisticated clients in South Africa under an exemption issued
by the South African Financial Sector Conduct Authority, in terms of the Financial Advisory and Intermediary Services Act, 2002.

The Americas (AMER):
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Asia-Pacific (APAC):
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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", MUBK’s
Singapore branch and 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). Please contact your respective financial advisor in Singapore in relation to any matters arising from this report.

. India: (i) MUS(INDIA) does not provide any advice/ recommendation to the prospective investors; (ii) the issuer is solely responsible for the completeness and
accuracy of all information in the memorandum or otherwise provided to investors in connection with the debentures issued; (iii) MUS(INDIA) does not make any
representations or warranties on the creditworthiness of the issuer of the securities, the information provided in the memorandum, or on the adequacy/ sufficiency and
legal validity of the legal documentation or structure; (iv) investors must obtain independent advice in connection with the investment; and (v) MUS(INDIA) does not
owe any duty of care to investors and expressly disclaims all liability.

. Japan: This Note, when distributed by MUFG Securities affiliates located outside of Japan, is intended for distribution in accordance with Article 58-2 of the
Financial Instruments Exchange Act 1948 (“FIEA”) i) to a “Financial Instruments Business Operator” engaged in “Securities-Related Business” as defined in the FIEA
or i) to the government, the Bank of Japan, a qualified financial institution defined in Article 209 of the Cabinet Office Ordinance Concerning Financial Instruments
Business, Etc., or an Investment Manager.

When distributed by Mitsubishi UFJ Morgan Stanley Securities Co., Ltd. (“‘MUMSS”), this Note is intended for distribution to a “Professional Investor (tokutei-toushika)”
as defined in the FIEA.

. Australia: This Note 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 2001, and are wholesale clients for the purposes of section 761G of the Corporations Act 2001. This Note is not intended to be distributed or
passed on, directly or indirectly, to any other class of persons in Australia. This Note is for informational purposes only, it does not make any recommendations and
should not be relied upon for any investment purposes. For information on how we collect, use, store and secure personal information, please review our Privacy
Policy. MUBK and MUFG Securities have established policies and procedures to identify and manage conflicts of interest to uphold the values of integrity, responsibility,
accountability and trust, and to treat clients fairly. MUBK and MUFG Securities have put in place the following arrangements to prevent conflicts of interest: information
barriers to prevent the unnecessary exchange or misuse of confidential information; segregated deal teams to manage competing interests in a transaction; defined
procedures for dealing with conflicts of interest, including procedures on crossing information barriers; reasonable steps by Compliance to ensure that information
barrier arrangements remain effective and are effectively monitored.

. New Zealand: This Note is only intended for distribution to persons in New Zealand who are wholesale clients as defined in clause 4 of Schedule 5 of the
Financial Markets Conduct Act 2013, or are wholesale investors as defined in clauses 3(2) and 3, and clauses 36(b) of Schedule 1 of the Financial Markets Conduct
Act 2013. This Note is not intended to be distributed or passed on, directly or indirectly, to any other class of persons in New Zealand. For information on how we
collect, use, store and secure personal information, please review our Privacy Policy.

. Thailand: In Thailand, MUSE has a derivatives dealer registration with the Securities and Exchange Commission, Thailand
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https://www.bk.mufg.jp/global/globalnetwork/asiaoceania/pdf/australian_privacy_policy.pdf
https://www.bk.mufg.jp/global/globalnetwork/asiaoceania/pdf/australian_privacy_policy.pdf
https://www.bk.mufg.jp/global/globalnetwork/asiaoceania/pdf/nz_privacy_policy.pdf

