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1 October 2026
Election rout pending and credit tremors

Verbier

Trading financial markets around consumer confidence data has never made too much sense to GREED &
fear, most particularly in a world of ever more K-shaped economies. But the same does not apply from a
political standpoint. And the latest US consumer confidence is such as to make GREED & fear assume, until
proven otherwise, that a rout is facing the Republicans in the forthcoming mid-term elections. The Conference
Board’'s US consumer confidence index declined by 6.7 points to 81.9 in September, the lowest level since
April 2014 (see Exhibit 1), compared with consensus expectations of 89.0.

Exhibit 1: The Conference Board's US Consumer Confidence Index
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That is not necessarily terrible for markets, and GREED & fear has read a lot of late about how the US stock
market usually rallies after the mid-terms. But, there again, the stock market has historically done relatively
badly going into the mid-terms whereas that has not been the case so far this year, primarily because of the
stellar earnings growth driven by the highly earnings-accretive Al capex cycle. The LSEG I/B/E/S consensus
data as of 25 September shows that S&P500 3Q26 earnings are expected to rise by 30.2% YoY, up from 16.1%
growth expected last October. The IT sector has the second-highest forecast 3Q26 earnings growth of 65.1%,
up from 22.3% last October (see Exhibit 2). All 12 sub-industries in the IT sector have higher forecast earnings
than a year ago, with the semiconductor and semiconductor materials & equipment sub-industries having the
highest earning growth (131.7% and 68.9%, respectively).
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Exhibit 2: S&P500 3Q26 consensus earnings growth forecast revisions by sector
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Note: Based on earnings growth forecasts as of 25 September 2026. Source: LSEG I/B/E/S

This is the key reason why US equities have so far been able, more or less, to ignore rising bond yields and
rising geopolitical tensions. Still, the bond market is now reaching levels where the risks to equities are
growing, most particularly with the emergence of a new more hawkish Federal Reserve as discussed here last
week (see GREED & fear — The virtues of small over large, 24 September 2026). The ten-year and 30-year bond
yields, at 5.34% and 5.69%, reached their highest levels this week since April 2002 and May 2002, respectively
(see Exhibit 3). That is a major move which reconfirms, again. GREED & fear's base case since March 2020,
namely that G7 bonds have entered a structural bear market after a 39-year bull market. While a two-year
Treasury bond yield at a peak of 4.96% this week, or 108bp above the midpoint of the federal funds rate, should

be seen as a sign that more rate hikes are coming (see Exhibit 4).

Exhibit 3: US 10-year and 30-year Treasury bond yields
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Furthermore, the bond rout has now triggered a pickup in both volatility and credit spreads. The MOVE index
is almost back at the level prevailing when the US-Israel attack on Iran was launched (see Exhibit 5), and
GREED & fear continues to view the MOVE as now far more important than the VIX, as bonds represent the
collateral in a highly leveraged system. While US high-yield spreads have also finally begun to move (see
Exhibit 6). Meanwhile, the real damage in the credit space cannot be seen on a mark-to-market basis. That, of

course, is private credit.
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Exhibit 4: US 2-year Treasury note yield and Fed funds rate (mid-point)
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Exhibit 5: MOVE index of US Treasury bond market volatility
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Exhibit 6: US high-yield corporate bond yield spread
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Clearly, a counter-trend bond rally can happen at any time after such a big move with the 10-year Treasury
yield up 82bp last quarter, and doubtless contrarians would highlight that sentiment indicators on Treasuries
are almost universally bearish, or at least GREED & fear assumes that they are. But GREED & fear has no interest
in playing such a rally; though GREED & fear has to admit that if Kevin Warsh really raises the federal funds
rate by 75bp this year that could be positive for the long end. Meanwhile, yesterday’s core PCE inflation data,
the Fed'’s favourite inflation indicator, has served to reduce expectations of a rate hike this month. The core
PCE price index rose by 3.0% YoY in August, compared with consensus expectations of 3.3%. While the annual
revisions to GDP and PCE data show that core PCE inflation has been revised down by 0.3-0.4ppt in the
previous three months to 3.0% YoY in July (see Exhibit 7). The money markets are now discounting “only”
30bp in further rate hikes by the end of this year, down from 52bp in mid-September.

As for the sell-off in the long end, the political fallout is a mortgage rate at 7.3%. This is another major negative
for the While House incumbent, with the mortgage applications index having collapsed. The mortgage
applications index declined by 6% WoW in the week ended 25 September and is now down 37% YoY (see
Exhibit 8).

Exhibit 7: US core PCE inflation
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Exhibit 8: US mortgage applications index
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All this is why the 47" American president’s polling on the economy remains dire. The same negative polling
continues on the Iran War, as has been the case ever since the conflict commenced. A Reuters/Ipsos poll
conducted 17-20 September shows that 62% of Americans disapprove of US military strikes on Iran while 67%
disapprove of Trump’s handling of the economy. Writing the Asia Maxima quarterly over the past week, there
are clearly three dominant issues facing investors in GREED & fear's view. The first, and perhaps most
important for equities, is the duration of the Al capex cycle and whether there will be adequate returns from
the massive spending. The second is the renewed realisation that G7 government bonds are in a structural
bear market and what that means. The third is the state of play in shifting geopolitics. This week, GREED &
fear has heard two completely contrasting narratives as regards the state of play in the US-Iran negotiations.
What is clear to GREED & fear is that Iran, by sending its president and foreign minister to the United Nations
General Assembly last week, wanted to be seen to be trying to negotiate. Still, GREED & fear also takes the
view that Iran is serious when it says it will only negotiate on the basis of the MOU signed by Donald Trump in
Versailles in June.

The contrary view is that the economic pressures on Tehran are becoming such that they will be forced to be
more accommodative. The reason GREED & fear does not buy this is that Iran has a demonstrated ability to
take a lot of pain. Still, a key variable is the attitude of China as that is the one country with leverage over
Tehran. In GREED & fear's view, President Xi Jinping will have been pleased that the Iranians were in New York
being seen to try and negotiate, though he skipped the UN General Assembly during his US visit last week.
Meanwhile, the optics of the Chinese president’s state visit to America were much better for Xi, in GREED &
fear's view, than for his American counterpart.

Staying on the subject of China, this week has seen some moves to support domestic demand, most
importantly with policies focused on the all-important residential property market. The State Council executive
meeting on Monday, chaired by Premier Li Qiang, stated, among other things, that the government will roll out
policies and measures aimed at stabilising the real estate market and promote employment and income
growth (see Xinhua article: “Chinese premier chairs State Council executive meeting on macro policies,
investment”, 28 September 2026). This was followed the next day by the Ministry of Finance and People’s
Bank of China announcing a set of policies of which the most important is a new mortgage interest rate
subsidy. The subsidy is offered to first-time buyers of units of up to 120sgm and worth Rmb1.5m or less.
Eligible new borrowers will receive an interest subsidy of an annualised one percentage point up to Rmb1m
of mortgages for a maximum of five years.

Given the maximum amounts involved, this is primarily aimed at supporting lower-income households in tier-
three and tier-four cities. This is why the new policy has not excited the stock market, with the MSCI China
Property Index up only 2.6% since the announcement (see Exhibit 9). Still, it is a sign that the authorities are
not completely oblivious to bad data on the “let them eat rice” angle. For this new policy came out after data
showing an outright contraction in household borrowing, as discussed here last week (see GREED & fear -
The virtues of small over large, 24 September 2026). Thus, household loans declined by 1.6% YoY in August,
with a record decline of Rmb1.03tn recorded in the first eight months of this year (see Exhibit 10). This is also
the first time there has been a central government nationwide measure to support housing demand.
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Exhibit 9: MSCI China Property Index
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Exhibit 10: China household loan growth
1,500 (Rmb bn) = Household loans MoM increase (%YoY) 25
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Meanwhile, returning to the topical subject of G7 government bond markets, it is worth reiterating that
emerging market local currency government bonds have continued to outperform G7 government bonds in
US dollar terms. The Bloomberg Emerging Markets local currency government bond index has now
outperformed the Bloomberg G7 government bond index by 59% since March 2020 (see Exhibit 11).

For similar reasons, GREED & fear's global sovereign debt portfolio (see Exhibit 12), which has always
consisted entirely of local currency government bonds, has outperformed the Bloomberg G7 government bond
index by 73.5% since it was launched on 26 March 2020 when GREED & fear said sell all G7 government bonds.

To be more specific, the portfolio rose by 2.9% last quarter in US dollar terms on a total-return basis, compared
with a 2.7% decline in the G7 bond index. It has also outperformed year-to-date, rising by 4.8%, compared with
a 4.2% decline in the G7 bond index. As a consequence, the portfolio has risen by 39.8% since inception,
compared with a 19.4% decline in the G7 government bond index (see Exhibit 13).
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Exhibit 11: Bloomberg EM local government bond index relative to G7 government bond index
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Exhibit 12: Global sovereign bond portfolio
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Average yield/Total weight 6.97 100

Source: Jefferies

Exhibit 13: Global sovereign bond portfolio total-return performance vs G7 govt bond index (USS terms)
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Note: G7 bond performance based on the Bloomberg G7 bond index. Data up to 30 September 2026. Source: Bloomberg, Jefferies
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Meanwhile, the start of a new quarter is a good time to review the performances of the rest of GREED & fear's
various long-only portfolios. It should be noted that none of the portfolios can own cash. All performances
recorded are as of the end of last quarter.

The long-term performance of the Asia ex-Japan thematic portfolio remains, for now, relatively satisfactory.
Since its inception 24 years ago at the end of 3Q02, the portfolio has risen on a total-return basis by 4,792%
in US dollar terms, compared with a 1,128% increase in the MSCI AC Asia ex-Japan Index and a 1,379%
increase in the S&P500 (see Exhibit 14). This means the portfolio has risen by an annualised 17.6% since
inception, compared with an annualised 11% increase in the MSCI AC Asia ex-Japan Index and an annualised
11.9% gain in the S&P500.

Exhibit 14: Asia ex-Japan long-only portfolio total-return performance vs MSCI AC Asia ex-Japan (USS terms)

5500 (30 sep 02=100)
5,000
4,500 —— Asia ex-Japan long-only portfolio total return

4,000 ——MSCI AC Asia ex-Japan total return
3,500
3,000
2,500
2,000
1,500
1,000
500
0

T
o
—

~
| 1

T
o
-

O
o

Oct-02 1
Oct-03 A
Oct-04 -
Oct-05
Oct-06
Oct-08 A
Oct-09 A
Oct-10 A
Oct-11 A
Oct-12 A
Oct-14 A
Oct-15 A
Oct-16
Oct-17
Oct-18
Oct-19 A
Oct-20
Oct-21 A
Oct-22 A
Oct-23
Oct-24 A
Oct-25 A

©
@]

Note: Data up to 30 September 2026. Source: Datastream, Jefferies

c
3
@

The portfolio outperformed last quarter, rising by 3.2% on a total-return basis, compared with a 0.2% decline
in the MSCI AC Asia ex-Japan Index. But it remains an underperformer year to date, rising by 13.6%, compared
with a 26.0% gain in the regional benchmark, reflecting the underweight in the major semiconductor stocks.
Three stocks, TSMC, Samsung Electronics, and Hynix still account for 33.5% of the MSCI AC Asia ex-Japan
benchmark, though down from 35.4% at the end of 2Q26.

The portfolio ended last quarter 20% invested in India, way down from a peak of 50% in mid-February 2024,
and 40% invested in China/Hong Kong. The portfolio also has 26% invested in Taiwan and Korea. It should be
noted again that the stated performance of the absolute-return portfolio is on a total-return basis.

The absolute-return thematic portfolio for Japan, introduced on 17 March 2005, outperformed last quarter. It
rose on a total-return basis last quarter by 10.2% in US dollar terms, compared with a 7.4% gain in the Topix.
Still the portfolio remains a slight underperformer year to date, rising by 21.7% in US dollar terms compared
with a 22.8% gain in the Topix.

From a longer-term perspective, the Japan portfolio is now up 661% in US dollar terms on a total-return basis
since inception, while the Topix has risen by 261% in US dollar terms over the same period (see Exhibit 15).
This translates into an annualised gain of 9.9% in US dollar terms since inception, compared with a 6.1%
annualised gain for the Topix.

Again, the portfolio may not own cash. As with the Asian portfolio, the above-stated performance is on a total-
return basis. The Japan portfolio remains a combination of domestic demand names and exporters.
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Exhibit 15: Japan long-only portfolio total-return performance vs Topix (US$ terms)
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Note: Data up to 30 September 2026. Source: Datastream, Jefferies

A Japanese equity dividend income portfolio was launched on 12 September 2019 with an average forecast
dividend yield of 4.8% to highlight the superior yields to be obtained from Japanese equities at that time
relative to Japanese government bonds for yen income-oriented investors. It is shown in the table below (see

Exhibit 16). The portfolio rose by 17.4% in yen terms last quarter and is up 28.0% year-to-date, after rising by
26.7% last year.

Given this is a dividend portfolio geared to income, the most appropriate relevant performance measure is
against the 10-year JGB in yen terms. By this measure, the portfolio has outperformed dramatically since
inception. The 10-year JGB has declined by 15.4% on a total-return basis since 12 September 2019, compared
with a 256.7% gain in the dividend portfolio on a total-return basis in yen terms (see Exhibit 17). The portfolio’s
average 12-month forward dividend yield is now 3.3%. It also should be noted, by way of comparison, that the
Topix is up 207.4% in yen terms over the comparable period since inception.

Exhibit 16: Japan dividend income portfolio

2914 JP Japan Tobacco
5020 JP ENEOS Holdings Energy 3.0
8306 JP MUFG Banks 2.9
8031 JP Mitsui & Co Trading 2.9
7267 JP Honda Motor Auto 4.4
8410 JP Seven Bank Banks 32
5108 JP Bridgestone Auto 4.0
9433 JP KDDI Telecom 3.0
9432 JP NTT Telecom 3.3
8316 JP SMFG Banks 2.9
9104 JP Mitsui OSK Lines Shipping 3.1
5019 JP Idemitsu Kosan Oil & gas 2.7
1605 JP INPEX Corp Oil & gas 3.5
4502 JP Takeda Pharmaceutical Pharma 3.6
Average 3.3

Note: Dividend yields as of 30 September 2026. Source: Jefferies, FactSet
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Exhibit 17: Japan dividend income portfolio total-return performance vs 10-year JGB (in yen terms)
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This portfolio’s performance since inception highlights the dramatic wealth destruction suffered by Japanese
institutional investors maintaining overweights in yen fixed income and not reallocating to Japanese equities,
which is precisely what most of them have done.

The China long-only portfolio, launched on 3 September 2020, declined by 5.1% in US dollar terms last quarter
on a total-return basis, compared with a 3.7% gain in the MSCI China Index and a 10.7% decline in the CSI 300
Index. It has declined by 12.2% year to date, compared with an 11.7% decline in MSCI China and a flat return

in the CSI 300.

Still, the portfolio remains for now an outperformer since inception, rising by 17.8%, compared with a 17.9%
decline in the MSCI China benchmark and a 6.5% gain in the CSI 300 (see Exhibit 18).

Exhibit 18: China long-only equity portfolio total-return performance vs MSCI China (USS$ terms)
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The long-only portfolio for India, launched on 1 July 2021, declined last quarter by 2.2% in US dollar terms on
a total-return basis, compared with a 5.5% decline in the MSCI India benchmark. The portfolio has
outperformed year to date declining by 7.2%, compared with a 14.7% decline in the MSCI India Index.

The portfolio is still an outperformer since inception rising by 68.7% compared with a 26.8% increase in the
MSCI India Index and a 19.4% gain in the Nifty (see Exhibit 19).
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Exhibit 19: India long-only equity portfolio total-return performance vs MSCI Inda (in US dollar terms)
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Note: Data up to 30 September 2026. Source: Datastream, Jefferies

Moving away from regionally orientated equity portfolios, a global long-only equity portfolio was introduced
on 19 January 2023, or four days before the announcement of the Microsoft investment in ChatGPT-maker
OpenAl served as the catalyst for the Al narrative to drive Wall Street—correlated world stock markets. This
timing proved an initial negative for the portfolio, which began with a 66% weighting in Asia Pacific, of which

23% comprised India.

The portfolio outperformed last quarter, rising by 5.3% in US dollar terms, compared with a 1.7% rise in MSCI
AC World. But it remains an underperformer year to date, rising by 10.3%, compared with a 13.4% gain in the
benchmark. The portfolio is now up 99.6% since inception in US dollar terms on a total-return basis, compared

with a 94.6% gain in MSCI AC World (see Exhibit 20).

Exhibit 20: Global long-only equity portfolio total-return performance vs MSCI AC World (in US dollar terms)
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An “international” long-only equity portfolio, for stocks listed outside the US, was launched on 19 June 2025.
The portfolio is not so different from the global long-only equity portfolio. The portfolio rose by 6.7% last
quarter in US dollar terms on a total-return basis, compared with a 0.6% gain in the MSCI AC World ex-US
Index. It is also an outperformer year to date, rising by 20.1%, compared with a 14.7% gain in the benchmark.

1 October 2026 1
Please see important disclosure information at the end of this report.



| Jefferies GREEDGFEAR

Christopher Wood * christopherwood@jefferies.com +852 3743 8746

The portfolio is also now a marginal outperformer since inception, rising by 34.4% in US dollar terms on a
total-return basis since inception on 19 June 2025, compared with a 33.4% gain in the MSCI AC World ex-US

Index (see Exhibit 21).

Exhibit 21: International long-only equity portfolio performance
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company(ies). | also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed
in this research report.

Registration of non-US analysts: Christopher Wood is employed by Jefferies Hong Kong Limited, a non-US affiliate of Jefferies LLC and is not registered/qualified
as a research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies LLC, a FINRA member firm, and therefore may not be subject to
the FINRA Rule 2241 and restrictions on communications with a subject company, public appearances and trading securities held by a research analyst.

As is the case with all Jefferies employees, the analyst(s) responsible for the coverage of the financial instruments discussed in this report receives compensation
based in part on the overall performance of the firm, including investment banking income. We seek to update our research as appropriate, but various regulations
may prevent us from doing so. Aside from certain industry reports published on a periodic basis, the large majority of reports are published at irregular intervals
as appropriate in the analyst's judgement.

Investment Recommendation Record

(Article 3(1)e and Article 7 of MAR)

Recommendation Published October 1,2026 16:19 P.M.
Recommendation Distributed October 1,2026 16:19 P.M.

Company Specific Disclosures

Jefferies acted as co advisor to Eneos in the announced acquisition of TPC Holdings Inc by ENEOS Group

Within the past twelve months, ENEOS Holdings has been a client of Jefferies Financial Group Inc,, its affiliates or subsidiaries and investment banking services
are being or have been provided.

Jefferies Financial Group Inc., its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking services from ENEOS Holdings
within the next three months.

Jefferies International Ltd, its affiliates or subsidiaries has, or had, within the past 12 months an agreement to provide investment services to ENEOS Holdings.
Within the past twelve months, ENEOS Holdings has been a client of Jefferies LLC and investment banking services are being or have been provided.

Within the past 12 months, Jefferies Financial Group Inc., its affiliates or subsidiaries has received compensation from investment banking services from Sumitomo
Mitsui Financial Group.

Jefferies Financial Group Inc., its affiliates or subsidiaries has acted as a manager or co-manager in the underwriting or placement of securities for Sumitomo
Mitsui Financial Group or one of its affiliates within the past twelve months.

Within the past twelve months, Sumitomo Mitsui Financial Group has been a client of Jefferies Financial Group Inc., its affiliates or subsidiaries and investment
banking services are being or have been provided.

Jefferies Financial Group Inc., its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking services from Sumitomo Mitsui
Financial Group within the next three months.

Jefferies Financial Group Inc., its affiliates or subsidiaries is acting as a manager or co-manager in the underwriting or placement of securities for Sumitomo Mitsui
Financial Group or one of its affiliates.

Jefferies International Ltd, its affiliates or subsidiaries has, or had, within the past 12 months an agreement to provide investment services to Sumitomo Mitsui
Financial Group.

Within the past twelve months, Sumitomo Mitsui Financial Group has been a client of Jefferies LLC and investment banking services are being or have been
provided.

Within the past twelve months, Jefferies Financial Group Inc. and/or its affiliates received compensation for products and services other than investment banking
services from non-investment banking, securities related compensation for client services it provided to Microsoft Corporation.

For Important Disclosure information on companies recommended in this report, please visit our website at https://javatar.bluematrix.com/sellside/
Disclosures.action or call 212.284.2300.

Explanation of Jefferies Ratings

Buy - Describes securities that we expect to provide a total return (price appreciation plus yield) of 15% or more within a 12-month period.

Hold - Describes securities that we expect to provide a total return (price appreciation plus yield) of plus 15% or minus 10% within a 12-month period.
Underperform - Describes securities that we expect to provide a total return (price appreciation plus yield) of minus 10% or less within a 12-month period.

The expected total return (price appreciation plus yield) for Buy rated securities with an average security price consistently below $10 is 20% or more within a 12-
month period as these companies are typically more volatile than the overall stock market. For Hold rated securities with an average security price consistently
below $10, the expected total return (price appreciation plus yield) is plus or minus 20% within a 12-month period. For Underperform rated securities with an
average security price consistently below $10, the expected total return (price appreciation plus yield) is minus 20% or less within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or Jefferies
policies.

CS - Coverage Suspended. Jefferies has suspended coverage of this company.

NC - Not covered. Jefferies does not cover this company.

Restricted - Describes issuers where, in conjunction with Jefferies engagement in certain transactions, company policy or applicable securities regulations prohibit
certain types of communications, including investment recommendations.
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Monitor - Describes securities whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Valuation Methodology

Jefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total return over the
next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses of market risk, growth rate, revenue
stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF, P/FCF, premium (discount)/average
group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns, and return on equity (ROE) over the next 12 months.
Jefferies Franchise Picks

Jefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysts over a 12 month period. Stock selection is based
on fundamental analysis and may take into account other factors such as analyst conviction, differentiated analysis, a favorable risk/reward ratio and investment
themes that Jefferies analysts are recommending. Jefferies Franchise Picks will include only Buy rated stocks and the number can vary depending on analyst
recommendations for inclusion. Stocks will be added as new opportunities arise and removed when the reason for inclusion changes, the stock has met its desired
return, if it is no longer rated Buy and/or if it triggers a stop loss. Stocks having 120 day volatility in the bottom quartile of S&P stocks will continue to have a 15%
stop loss, and the remainder will have a 20% stop. Franchise Picks are not intended to represent a recommended portfolio of stocks and is not sector based, but
we may note where we believe a Pick falls within an investment style such as growth or value.

Risks which may impede the achievement of our Price Target

This report was prepared for general circulation and does not provide investment recommendations specific to individual investors. As such, the financial
instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions based upon their specific
investment objectives and financial situation utilizing their own financial advisors as they deem necessary. Past performance of the financial instruments
recommended in this report should not be taken as an indication or guarantee of future results. The price, value of, and income from, any of the financial instruments
mentioned in this report can rise as well as fall and may be affected by changes in economic, financial and political factors. If a financial instrument is denominated
in a currency other than the investor's home currency, a change in exchange rates may adversely affect the price of, value of, or income derived from the financial
instrument described in this report. To the extent prices are shown in non-US currency, please note that our local currency price targets are based on a currency
conversion using an exchange rate as of the prior trading day (unless otherwise noted). Should there be fluctuations in the exchange rate after this date, that will
affect the non-US target prices and should no longer be relied upon. In addition, investors in securities such as ADRs, whose values are affected by the currency
of the underlying security, effectively assume currency risk.

Other Companies Mentioned in This Report
+ ENEOS Holdings (5020 JP: ¥1,386, RESTRICTED)
+ Idemitsu Kosan Co., Ltd. (5019 JP: ¥1,591, BUY)
+ Japan Tobacco (2914 JP: ¥6,986, HOLD)
+ KDDI Corporation (9433 JP: ¥2,928, UNDERPERFORM)
+ Microsoft Corporation (MSFT: $512.90, BUY)
+ Mitsui & Company (8031 JP: ¥4,930, HOLD)
+ Mitsui OSK Lines Ltd (9104 JP: ¥7,090, BUY)
+ Takeda Pharmaceutical Co. (4502 JP: ¥5,780, BUY)

Distribution of Ratings IB Serv./Past12 Mos. JIL Mkt Serv./Past12 Mos.
Count Percent Count Percent Count Percent
BUY 2253 62.93% 368 16.33% 112 4.97%
HOLD 1178 32.91% 80 6.79% 12 1.02%
UNDERPERFORM 149 4.16% 0 0.00% 0 0.00%
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Other Important Disclosure

Other Important Disclosures

Jefferies does business and seeks to do business with companies covered in its research reports, and expects to receive or intends to seek compensation for
investment banking services among other activities from such companies. As a result, investors should be aware that Jefferies may have a conflict of interest that
could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.

Jefferies Equity Research refers to research reports produced by analysts employed by one of the following Jefferies Financial Group Inc. ("Jefferies") companies:
United States: Jefferies LLC which is an SEC registered broker-dealer and a member of FINRA (and distributed by Jefferies Research Services, LLC, an SEC
registered Investment Adviser, to clients paying separately for such research).

Canada: Jefferies Securities Inc., which is an investment dealer registered in each of the thirteen Canadian jurisdictions and a dealer member of the Canadian
Investment Regulatory Organization, including research reports produced jointly by Jefferies Securities Inc. and another Jefferies entity (and distributed by Jefferies
Securities Inc.).

Where Jefferies Securities Inc. distributes research reports produced by Jefferies LLC, Jefferies International Limited, Jefferies Japan Company Limited, or Jefferies
India Private Limited, you are advised that each of Jefferies LLC, Jefferies International Limited, Jefferies Japan Company Limited, and Jefferies India Private
Limited operates as a dealer in your jurisdiction under an exemption from the dealer registration requirements contained in National Instrument 31-103 Registration
Requirements, Exemptions and Ongoing Registrant Obligations and, as such, each of Jefferies LLC, Jefferies International Limited, Jefferies Japan Company
Limited, and Jefferies India Private Limited is not required to be and is not a registered dealer or adviser in your jurisdiction. You are advised that where Jefferies
LLC or Jefferies International Limited prepared this research report, it was not prepared in accordance with Canadian disclosure requirements relating to research
reports in Canada.

United Kingdom: Jefferies International Limited, which is authorized and regulated by the Financial Conduct Authority; registered in England and Wales No.
1978621; registered office: 100 Bishopsgate, London EC2N 4JL; telephone +44 (0)20 7029 8000; facsimile +44 (0)20 7029 8010.

Germany: Jefferies GmbH, which is authorized and regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht, BaFin-ID: 10150157; registered office:
Bockenheimer Landstr. 24, 60323 Frankfurt a.M., Germany; telephone: +49 (0) 69 719 1870

Hong Kong: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number ATS546; located at Level
26, Two International Finance Center, 8 Finance Street, Central, Hong Kong; telephone: +852 3743 8000.

Singapore: Jefferies Singapore Limited, which is licensed by the Monetary Authority of Singapore; located at 10 Collyer Quay #41-01, Ocean Financial Centre,
Singapore 049315, telephone: +65 6551 3950.

Japan: Jefferies Japan Company Limited, which is a securities company registered by the Financial Services Agency of Japan and is a member of the Japan
Securities Dealers Association; located at Tokyo Midtown Hibiya 30F Hibiya Mitsui Tower, 1-1-2 Yuraku-cho, Chiyoda-ku, Tokyo 100-0006; telephone +813 5251
6100; facsimile +813 5251 6101.

India: Jefferies India Private Limited (CIN - U74140MH2007PTC200509), licensed by the Securities and Exchange Board of India for: Stock Broker (NSE & BSE)
INZ000243033, Research Analyst INHO00000701 and Merchant Banker INM000011443, located at Level 16, Express Towers, Nariman Point, Mumbai 400 021,
India; Tel +91 22 4356 6000. Compliance Officer name: Sanjay Pai, Tel No: +91 22 42246150, Email: spai@jefferies.com , Grievance officer name: Sanjay Pai, Tel
no. +91 22 42246150, Email: compliance_india@jefferies.com . Registration granted by SEBI and certification from NISM in no way guarantee performance of
the intermediary or provide any assurance of returns to investors.

Australia: Jefferies (Australia) Pty Limited (ACN 623 059 898), which holds an Australian financial services license (AFSL 504712) and is located at Level 20, 60
Martin Place, Sydney NSW 2000; telephone +61 2 9364 2800.

Dubai: Jefferies International Limited, Dubai branch, which is licensed by the Dubai Financial Services Authority (DFSA Reference Number FO07325); registered
office Unit L31-06, L31-07, Level 31, ICD Brookfield Pace, DIFC, PO Box 121208, Dubai, UAE.

This report was prepared by personnel who are associated with Jefferies (Jefferies Securities Inc., Jefferies International Limited, Jefferies GmbH, Jefferies Hong
Kong Limited, Jefferies Singapore Limited, Jefferies Japan Company Limited, Jefferies India Private Limited), and Jefferies (Australia) Pty Ltd; or by personnel who
are associated with both Jefferies LLC and Jefferies Research Services LLC ("JRS"). Jefferies LLC is a US registered broker-dealer and is affiliated with JRS, which
is a US registered investment adviser. JRS does not create tailored or personalized research and all research provided by JRS is impersonal. If you are paying
separately for this research, it is being provided to you by JRS. Otherwise, it is being provided by Jefferies LLC. Jefferies LLC, JRS, and their affiliates are collectively
referred to below as "Jefferies". Jefferies may seek to do business with companies covered in this research report. As a result, investors should be aware that
Jefferies may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only one of many factors in making
their investment decisions. Specific conflict of interest and other disclosures that are required by FINRA, the Canadian Investment Regulatory Organization and
other rules are set forth in this disclosure section.

* % %

If you are receiving this report from a non-US Jefferies entity, please note the following: Unless prohibited by the provisions of Regulation S of the U.S. Securities Act
of 1933, as amended, this material is distributed in the United States by Jefferies LLC, which accepts responsibility for its contents in accordance with the provisions
of Rule 15a-6 under the US Securities Exchange Act of 1934, as amended. Transactions by or on behalf of any US person may only be effected through Jefferies
LLC. In the United Kingdom and European Economic Area this report is issued and/or approved for distribution by Jefferies International Limited ("JIL") and/or
Jefferies GmbH and is intended for use only by persons who have, or have been assessed as having, suitable professional experience and expertise, or by persons
to whom it can be otherwise lawfully distributed. Jefferies LLC, JIL, Jefferies GmbH and their affiliates, may make a market or provide liquidity in the financial
instruments referred to in this report; and where they do make a market, such activity is disclosed specifically in this report under “company specific disclosures”.
For Canadian investors, this material is intended for use only by professional or institutional investors. None of the investments or investment services mentioned
or described herein is available to other persons or to anyone in Canada who is not a "permitted client" as defined by National Instrument 31-103 Registration
Requirements, Exemptions and Ongoing Registrant Obligations, as applicable. This research report is a general discussion of the merits and risks of a security or
securities only, and is not in any way meant to be tailored to the needs and circumstances of any recipient. The information contained herein is not, and under
no circumstances is to be construed as, 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. Any offer or sale of the securities described herein in Canada will be made only under an exemption from the requirements
to file a prospectus with the relevant Canadian securities regulators, if applicable, and only by a dealer properly registered under applicable securities laws or,
alternatively, pursuant to an exemption from the dealer registration requirement in the relevant province or territory of Canada in which such offer or sale is made.
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The information contained herein is under no circumstances to be construed as investment advice in any province or territory of Canada and is not tailored to the
needs of the recipient. To the extent that the information contained herein references securities of an issuer incorporated, formed or created under the laws of
Canada or a province or territory of Canada, any trades in such securities must be conducted through a dealer registered in Canada. No securities commission
or similar regulatory authority in Canada has reviewed or in any way passed judgment upon this research report, the information contained herein or the merits
of the securities described herein, and any representation to the contrary is an offence.

In Singapore, Jefferies Singapore Limited ("JSL") is regulated by the Monetary Authority of Singapore. For investors in the Republic of Singapore, where this material
is prepared and issued by a Jefferies affiliate outside of Singapore, it is distributed by JSL pursuant to Regulation 32C of the Financial Advisers Regulations.
The material contained in this document is intended solely for accredited, expert or institutional investors, as defined under the Securities and Futures Act 2001
(Singapore). If there are any matters arising from, or in connection with this material, please contact JSL, located at 10 Collyer Quay #41-01, Ocean Financial Centre,
Singapore 049315, telephone: +65 6551 3950. In Dubai, this material is issued and distributed by Jefferies International Limited, Dubai branch, and is intended
solely for Professional Clients and should not be distributed to, or relied upon by, Retail Clients (as defined by DFSA). A distribution of ratings in percentage terms
in each sector covered is available upon request from your sales representative. In Japan, this material is issued and distributed by Jefferies Japan Company
Limited to institutional investors only. In Hong Kong, this report is issued and approved by Jefferies Hong Kong Limited and is intended for use only by professional
investors as defined in the Hong Kong Securities and Futures Ordinance and its subsidiary legislation. In the Republic of China (Taiwan), this report should not be
distributed. The research in relation to this report is conducted outside the People’s Republic of China (“PRC"). This report does not constitute an offer to sell or
the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible
for obtaining all relevant approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves. In India, this report is made
available by Jefferies India Private Limited. In Australia, this report is issued and/or approved for distribution by, or on behalf of, Jefferies (Australia) Securities
Pty Ltd (ACN 610 977 074), which holds an Australian financial services license (AFSL 487263). It is directed solely at wholesale clients within the meaning of
the Corporations Act 2001 (Cth) of Australia (the “Corporations Act”), in connection with their consideration of any investment or investment service that is the
subject of this report. This report may contain general financial product advice. Where this report refers to a particular financial product, you should obtain a copy
of the relevant product disclosure statement or offer document before making any decision in relation to the product. Recipients of this document in any other
jurisdictions should inform themselves about and observe any applicable legal requirements in relation to the receipt of this document.

This report is not an offer or solicitation of an offer to buy or sell any security or derivative instrument, or to make any investment. Any opinion or estimate constitutes
the preparer's best judgment as of the date of preparation, and is subject to change without notice. Jefferies assumes no obligation to maintain or update this
report based on subsequent information and events. Jefferies, and their respective officers, directors, and employees, may have long or short positions in, or may
buy or sell any of the securities, derivative instruments or other investments mentioned or described herein, either as agent or as principal for their own account.
This material is provided solely for informational purposes and is not tailored to any recipient, and is not based on, and does not take into account, the particular
investment objectives, portfolio holdings, strategy, financial situation, or needs of any recipient. As such, any advice or recommendation in this report may not
be suitable for a particular recipient. Jefferies assumes recipients of this report are capable of evaluating the information contained herein and of exercising
independent judgment. A recipient of this report should not make any investment decision without first considering whether any advice or recommendation in this
report is suitable for the recipient based on the recipient’s particular circumstances and, if appropriate or otherwise needed, seeking professional advice, including
tax advice. Jefferies does not perform any suitability or other analysis to check whether an investment decision made by the recipient based on this report is
consistent with a recipient’s investment objectives, portfolio holdings, strategy, financial situation, or needs.

By providing this report, neither JRS nor any other Jefferies entity accepts any authority, discretion, or control over the management of the recipient’s assets. Any
action taken by the recipient of this report, based on the information in the report, is at the recipient’s sole judgment and risk. The recipient must perform his or
her own independent review of any prospective investment. If the recipient uses the services of Jefferies LLC (or other affiliated broker-dealers), in connection
with a purchase or sale of a security that is a subject of these materials, such broker-dealer may act as principal for its own accounts or as agent for another
person. Only JRS is registered with the SEC as an investment adviser; and therefore neither Jefferies LLC nor any other Jefferies affiliate has any fiduciary duty
in connection with distribution of these reports.

The price and value of the investments referred to herein and the income from them may fluctuate. Past performance is not a guide to future performance, future
returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

This report may contain forward looking statements that may be affected by inaccurate assumptions or by known or unknown risks, uncertainties, and other
important factors. As a result, the actual results, events, performance or achievements of the financial product may be materially different from those expressed
or implied in such statements.

This report has been prepared independently of any issuer of securities mentioned herein and not as agent of any issuer of securities. No Equity Research personnel
have authority whatsoever to make any representations or warranty on behalf of the issuer(s). Any comments or statements made herein are those of the Jefferies
entity producing this report and may differ from the views of other Jefferies entities.

This report may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard & Poor's, and information derived
from third-party or proprietary generative artificial intelligence (Gen Al) models. Jefferies does not guarantee the accuracy, completeness, timeliness or availability
of this information, and is not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use of
such content. Neither Jefferies nor any third-party content providers, including providers of Gen Al models, give any express or implied warranties, including, but
not limited to, any warranties of merchantability or fitness for a particular purpose or use. Neither Jefferies nor any third-party content provider shall be liable for
any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including lost income
or profits and opportunity costs) in connection with any use of their content, including ratings. Credit ratings are statements of opinions and are not statements
of fact or recommendations to purchase, hold or sell securities. They do not address the suitability of securities or the suitability of securities for investment
purposes, and should not be relied on as investment advice. Reproduction and distribution of third party content in any form is prohibited except with the prior
written permission of the related third party.

Jefferies research reports are disseminated and available electronically, and, in some cases, also in printed form. Electronic research is simultaneously made
available to all clients. This report or any portion hereof may not be copied, reprinted, sold, or redistributed or disclosed by the recipient or any third party, by content
scraping or extraction, automated processing, or any other form or means, without the prior written consent of Jefferies. Any unauthorized use is prohibited. Neither
Jefferies nor any of its respective directors, officers or employees, is responsible for guaranteeing the financial success of any investment, or accepts any liability
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whatsoever for any direct, indirect or consequential damages or losses arising from any use of this report or its contents. Nothing herein shall be construed to
waive any liability Jefferies has under applicable U.S. federal or state securities laws.

For Important Disclosure information relating to JRS, please see https://adviserinfo.sec.gov/IAPD/Content/Common/crd_iapd_Brochure.aspx?
BRCHR_VRSN_ID=483878 and https://adviserinfo.sec.gov/Firm/292142 or visit our website at https://javatar.bluematrix.com/sellside/Disclosures.action , or
www jefferies.com, or call 1.888.JEFFERIES.

© 2026 Jefferies
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