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Q1: [Yen bonds] What are these “non-marketable government bonds”
that have been gaining attention lately? .................ccocco i 2
Al: This refers to government bonds that cannot be traded on the market. They
can be broadly categorized into savings bonds for individuals and non-
marketable government bonds for the public sector and other entities. A well-
known example of the latter is the US, where two types are issued. (Muguruma)

Q2: [Yen bonds] What is current status of the Japan-US Strategic
Investment Initiative? How will it impact the JGB market? ................... 4
A2: It appears that US banks will join the lending effort. This is expected to
ease the further widening pressure on the negative USD/JPY basis. At the
same time, this serves as a factor that curbs investment in JGBs by overseas
real-money investors. (Otsuka)

Q3: [Yen bonds] What is the impact of rising life insurance surrenders?

A3: Increased life insurance policy surrenders could reduce the funds available
for investment and force the sale of bond holdings to fund surrender value
payments. However, the increase in surrenders is due in part to customers
switching to products with higher expected rates of return. Sales of single-
premium whole life insurance also remain solid, suggesting that the impact of
increased surrenders has been limited thus far. (Tsuruta)

Q4: [Yen bonds] How much will fiscal expenditures rise due to defense

SPENAING NIKE?.........ooei e e 8
A4: A 3.5% GDP ratio could lead to an increase of over JPY10 trillion in fiscal
spending. (Onizawa)

Q5: [Japanese economy] How will food consumption tax cut affect CPI
= 10 Lo I 0 T =SSR 10
A5: We estimate that if the tax cut is passed fully on to consumers, it could
push down core CPI by 1.3ppt YoY. The downward impact, however, could be
diluted by simultaneous hikes in pre-tax prices. The boost to real GDP growth in
FY27 is likely to come to around 0.2ppt, buoyed by the stimulus effect on
consumption and the rebound after a period of restrained spending.

(Morimoto, Tonouchi)

This report is compiled in a Q&A format, addressing timely topics of interest in
the financial markets based on the insightful questions we have received from
our clients. We hope you find it useful.
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Speculations that
MoF is considering
issuance of non-
marketable JGBs

In US, non-
marketable
Treasuries are
utilized in
government
accounts

Advantages,
disadvantages of
non-marketable
government bonds

Q1: [Yen bonds] What are these “non-marketable government bonds” that
have been gaining attention lately?

Al: This refers to government bonds that cannot be traded on the market. They
can be broadly categorized into savings bonds for individuals and non-marketable
government bonds for the public sector and other entities. A well-known example
of the latter is the US, where two types are issued.

As the BoJ’s share of JGB holdings continues to decline, the question of who will
absorb these bonds in the future has become a point of debate. Amid this situation,
on July 15 the Finance Facsimile News reported that the MoF was considering
Issuing non-marketable JGBs, bringing to light the term “non-marketable
government bonds,” which is not widely known in Japan. Non-marketable
government bonds cannot be bought or sold on the market. These bonds currently
outstanding in major countries, including Japan, can be broadly categorized into
two types: savings bonds for individuals and non-marketable government bonds for
public-sector entities and other institutions. In Japan, JGBs for retail investors are
classified as non-marketable JGBs, while non-marketable JGBs intended for the
public sector are currently not being issued.

The US provides a good example of nhon-marketable government bonds issued for
government agencies and other entities. In the US, non-marketable Treasuries are
issued primarily for government accounts. The outstanding balance is as shown in
Graph 1. From the perspective of how yields and prices are determined, non-
marketable government bonds issued for government accounts can be classified
into two types: par value special series and market-based special series.! As
explained below, both series can be redeemed before maturity by the holder
account. Par value special series refer to non-marketable government bonds,
which are purchased and redeemed at par (100) and for which the coupon rate is
determined in accordance with statutory formulas. In order to issue par value
special bonds, the laws and regulations governing the management of a specific
fund must explicitly state that such bonds are to be issued for that fund and must
prescribe the formula for determining their coupon. Early redemption is permitted
solely for the purpose of covering the payments of the specific fund. Market-based
special series is a non-marketable government bond that reflects the yields and
maturities of specific Treasury securities traded in the market. Market-based
special bonds can be purchased or redeemed prior to maturity at a price
determined by the US Treasury, based on the market price of the marketable
securities to which they are linked.

In terms of the government’s goal of ensuring the stable absorption of government
bonds, we see two potential benefits to issuing US-style non-marketable
government bonds. First, it would curb the issuance of marketable government
bonds, possibly helping the improvement of supply/demand conditions. Second,
we think that having the government sector invest in non-marketable government
bonds will help prevent their trading activity from disrupting the bond market. There
are also two potential drawbacks to consider. First, because the government can
issue bonds without going through the market, there is a risk that fiscal discipline
could be undermined. Second, a decline in the outstanding balance of non-
marketable government bonds resulting from the holders reducing their holdings

1 Reference: Sudo, Tokihiko. New Developments in Government Debt Management Policy: A Comparison of Japan, US, and UK
Systems. Nippon Hyoronsha, August 2007. (Japanese only; title translated by MUMSS)
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could lead to an increase in the issuance of marketable government bonds. In the
US, the Old-Age and Survivors Insurance Trust Fund and the Disability Insurance
Trust Fund have in recent years been covering their shortfalls, where expenditures
have exceeded premium revenue and other incomes, by drawing down the fund’s
reserves (Graph 2). Approximately USD160 billion was drawn down in 2025. We
believe that the decline in the outstanding balance of non-marketable government
bonds issued for these funds is creating pressure to issue more marketable

government bonds.

Graph 1: Outstanding balance of US marketable and
non-marketable Treasury securities

Graph 2: Reserves of the Old-Age and Survivors,
and the Disability Insurance Trust Funds
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Naomi Muguruma
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Progress for the
Japan-US Strategic
Investment Initiative

Two US banks
expected to
participate in
financing

Pressure to widen
negative spreads on
USDI/JPY basis likely
to ease, but. ..

Q2: [Yen bonds] What is current status of the Japan-US Strategic Investment
Initiative? How will it impact the JGB market?

A2: It appears that US banks will join the lending effort. This is expected to ease
the further widening pressure on the negative USD/JPY basis. At the same time,
this serves as a factor that curbs investment in JGBs by overseas real-money
investors.

In Q2 of our June 10 Q&A report: Ask MUMSS!, we provided an overview of the
financing for the USD550 billion Japan-US Strategic Investment Initiative. As
shown in the Graph below, the methods for raising funds can be categorized into
four types, from (A) through (D). Of these, the currency swap components in (B)
and (C) are the ones that could have a direct impact on the USD/JPY basis market.
Since yen is being used to acquire dollars, in theory, this should exert pressure to
further widen the negative USD/JPY basis. As part of the first round of investments,
the Japanese and US governments have announced three projects: natural gas
power generation (approximately USD33.3 billion); infrastructure for the export of
US-produced crude oil (approximately USD2.1 billion); the manufacturing of
industrial synthetic diamonds (approximately USD600 million). The total amount
comes to roughly USD36 billion (about JPY5.6 trillion). According to the Nikkei, this
will be co-financed with the Japan Bank for International Cooperation (JBIC) and
three mega banks, based on a loan ratio of one to two between JBIC and the three
major banks combined. Also, as part of the second round of investment, projects
totaling up to USD73 billion (approximately JPY11.5 trillion) have been announced,
including the construction of small modular reactors as well as the construction of
natural gas power plants in two states.

Amid these developments, the Nikkei reported on July 25 that two US banks will
participate in providing financing for investments in the US. According to the article,
the two banks will serve as the primary lenders for the projects in the second round
investments, and, together with JBIC, will initially provide a total of approximately
JPY500 billion in financing for the natural gas power plants. The article also noted
that the two banks will each contribute one-third, and that Japanese banks will not
participate in the financing.

The participation of US banks in the loan eliminates the need for Japan banks to
raise dollars (blue text in Graph). The degree to which US banks will provide
funding remains unclear, including for future projects, but their participation is likely
to mitigate, to some extent, the widening pressure on the negative USD/JPY basis
going forward. At the same time, this could have the effect of reducing the
additional yield earned by dollar-based investors when swapping JGBs into dollars,
potentially discouraging JGB investments, especially by overseas real money
investors.
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Graph: Overview of methods for funding the USD550bn US-Japan strategic investment intiative
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» Of the approx. JPY80trn total, around JPY60trn disclosed in Joint Fact Sheet for Japan-US Investment (Oct 28, 2025)
... Approximate breakdown, JBIC : NEXI=1: 2
... (1) JBIC project size: JPY21.5trn (FY2025 supplementary budget, additional JPY7.15trn; FY2026 budget, additional JPY14.35trn)
... (2) NEXI portion: Approx. JPY40trn

» JBIC’s USD funding for US investment to be sourced roughly half from borrowings from the Foreign Exchange Fund Special Account
(FEFSA), and half from government-guaranteed foreign bond issuance and currency swaps.
Based on currently available Ministry of Finance materials, the amounts are estimated as below.
...(A) Borrowings from FEFSA, etc.: JPY10.5trn (total of additional amounts in FY25 supplementary budget and FY26 budget, same below)
...(B) Government-guaranteed foreign bond issuance: JPY5.4trn
...(B) Currency swaps: JPY5.5trn

Note: Based on explanatory materials by the Japan Bank for International Cooperation presented at the Fiscal System Council (FILP
Subcommittee, December 5, 2025). Amounts indicated in yen taken from the same materials, thus do not match the amounts
calculated using the prevailing exchange rate.

Source: MUMSS, from MoF materials

Takahiro Otsuka
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Life insurers’
surrender value
payments are
trending higher

Effect of increased
surrenders on
investment activity
appears limited for
now

Insurance policy
trends warrant
continued attention

Q3: [Yen bonds] What is the impact of rising life insurance surrenders?

A3: Increased life insurance policy surrenders could reduce the funds available for
investment and force the sale of bond holdings to fund surrender value payments.
However, the increase in surrenders is due in part to customers switching to
products with higher expected rates of return. Sales of single-premium whole life
insurance also remain solid, suggesting that the impact of increased surrenders
has been limited thus far.

The surrender value paid by life insurers to policyholders upon policy termination
has recently been rising. From January to May, surrender value payments by the
41 members of the Life Insurance Association of Japan totaled JPY6,019.0 billion
(Graph). On a semiannual basis, this figure is likely to be the largest since 2013.
One contributing factor is growing household appetite for investment amid
increased adoption of the new NISA tax-advantaged investment account, which
has prompted a shift of funds into equities and investment trusts in pursuit of higher
returns. If policy surrenders continue to increase, life insurers could find
themselves with fewer funds to invest and may be forced to sell bond holdings to
fund surrender value payments.! They may also decide to build up short-term
liquidity in preparation for further increases in surrenders or take greater risks in
their investment operations to enhance the competitiveness of their insurance
products.? These developments could have an impact on the bond market.

However, the factors cited above are not the only reasons for the increase in
surrenders. The falling yen and rising interest rates also appear to have played a
significant role. A weak yen tends to lead to early redemptions of foreign currency-
denominated savings-type products, and there are also more customers who
surrender such policies and convert them into yen. With respect to interest rates,
more policyholders are switching to products offering higher expected rates of
return. It is therefore important to take into account sales trends as well as
surrenders (Graph). Sales of yen-denominated savings-type policies, including
single-premium whole life insurance, have reportedly been solid, indicating that
insurers are also capturing new demand. As a result, the total volume of policies in
force does not appear to have declined.

We think it will be important to keep an eye on the insurance environment given the
ongoing changes in household asset-allocation behavior. A shrinking and aging
population and falling birth rate mean the structural constraints on demand for
protection-type products (particularly death-benefit policies) remain in effect. In our
view, it is therefore essential to monitor insurance policy trends when assessing the
outlook for life insurers’ investment activity.

1 To address the risk of capital impairment due to bond sales prompted by policy surrenders, insurers are selling more products with a
market value adjustment (MVA) feature. The surrender value of such policies fluctuates in line with the level of interest rates at the
time of surrender, effectively transferring a portion of the interest rate risk to policyholders.

2 |n recent years, investments in and acquisitions of asset management companies have become more common, as have reinsurance
transactions with insurers specializing in private asset management (asset-intensive reinsurance).
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Graph: Surrender value payments at life insurers (semiannual basis)
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Keisuke Tsuruta
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Three Strategic
Documents revision
could spur higher
defense spending

Defense spending
could be raised to
3.5% of nominal
GDP

3.5% nominal GDP
defense spending
implies JPY13trn
increase (JPY2-3trn
per year) from
present level

Q4: [Yen bonds] How much will fiscal expenditures rise due to defense
spending hike?

A4: A 3.5% GDP ratio could lead to an increase of over JPY10 trillion in fiscal
spending.

The Takaichi administration has expressed its intention to revise the nation’s three
key national security documents by the end of this year. Japan’s Three Strategic
Documents consist of the National Security Strategy, National Defense Strategy,
and Defense Buildup Program. The last of those outlines the direction of defense
capability development and budgeting over the following five years. The current
plan, approved by the Cabinet in December 2022, allocated a total of JPY43 trillion
for defense expenditures over the five-year period from FY23-27. It assumes that
the combined total of expenses covered by the Defense Buildup Program and
supplementary costs would be roughly JPY11 trillion, equivalent to 2% of Japan’s
projected nominal GDP of JPY560 trillion for FY22. However, the timeline for
achieving a ratio of 2% versus nominal GDP was moved forward due to additional
defense spending included in the FY25 supplementary budget.

An agreement was reached at the NATO summit meeting in June 2025 to boost
defense spending to 3.5% of nominal GDP (or 5% including military-related
infrastructure development costs) by 2035. This move follows the US
administration’s call on allied nations, including Japan, to increase their defense
spending. Given that Japan has accelerated its schedule for achieving its 2%
nominal GDP target, it may also advance its next Defense Buildup Plan by one
year from the original FY28 start date. Under that scenario, a new plan
commencing in FY27 could aim at a further increase in defense spending toward
the 3.5% nominal GDP goal.

As such, the magnitude of the defense spending increase in the new plan could be
driven higher not only by raising the target ratio from 2% to 3.5% of nominal GDP
but also by an expansion in the nominal GDP figure used as the baseline for the
calculation. For instance, if the reference nominal GDP is changed from the
JPY560 trillion projected for FY22 (the basis for the current plan) to the
approximately JPY690 trillion forecast for FY26, defense spending would grow by
nearly JPY3 trillion even if the target ratio remains 2%. Factoring in these
elements, we find that defense spending equivalent to 3.5% of projected FY26
nominal GDP would amount to some JPY24 trillion, an increase of about JPY13
trillion compared to the JPY 11 trillion required to reach the 2% target (Graph 2). If
this increase were spread evenly over five years, defense spending would rise by
JPY2-3 trillion per year. Furthermore, when accounting for growth strategy
investments and a consumption tax cut, total fiscal expenditures could require
additional annual costs of well over JPY10 trillion. Consequently, concerns over
fiscal expansion could continue to simmer in the markets for the foreseeable future.
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Graph 1: Defense spending by NATO member Graph 2: Japan’s defense spending
countries (as % of GDP) (assuming 3.5% of GDP)
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Takuya Onizawa
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Q5: [Japanese economy] How will food consumption tax cut affect CPl and
GDP?

A5: We estimate that if the tax cut is passed fully on to consumers, it could push
down core CPI by 1.3ppt YoY. The downward impact, however, could be diluted by
simultaneous hikes in pre-tax prices. The boost to real GDP growth in FY27 is
likely to come to around 0.2ppt, buoyed by the stimulus effect on consumption and
the rebound after a period of restrained spending.

The Cabinet gave its approval on August 5 to a reduction in the consumption tax
on food items to 1% starting next April. In our February report, we estimated the
effect on CPIl and GDP of an outright elimination of the consumption tax on food for
two years. We are now updating those estimates to reflect the revision of the tax
rate from 0% to 1% and the shift to a new CPI base year.

We estimate (using 2025 base-year weightings and resetting the index to 2025 =
100) that if the cut in the tax rate from 8% to 1% is passed fully on to consumers,
the resulting drop in CPI food prices excluding fresh foods and eating out would
push down core CPI YoY inflation (inclusive of tax) by 1.3ppt. In reality, however,
we anticipate companies to hike prices at the same time, meaning that the tax cut
will only be passed partially on to consumers. If we assume a pass-through rate of
80%, consistent with the case of the VAT reduction in Germany in 2020 (February
report, Table 1), the impact on core CPI YoY inflation would come to around
-1.0ppt.

We analyze the impact of private consumption on GDP through (a) the increase in
household income and (b) intertemporal substitution (in this case, pre-tax-cut
spending restraint and subsequent rebound). Regarding (a) household income, the
marginal propensity to consume for one-off tax cuts or cash payouts in Japan is
estimated at 10-20% (February report, Table 2). A mechanical estimate of the
proposed tax reduction of JPY4.4 trillion per year suggests a boost to real GDP
growth of around 0.1ppt. As for (b) intertemporal substitution, data from the internal
affairs ministry’s Family Income and Expenditure Survey indicate that rush
spending prior to past consumption tax hikes and the subsequent backlash were
concentrated primarily in durable goods, but similar patterns were discerned to
some extent in food products, particularly those with a long shelf life like canned
goods and rice (Graph 1). A Cabinet Office study in 2015 shows that rush spending
and the resulting backlash in connection with the permanent (i.e., not one-off)
consumption tax hike from 5% to 8% in 2014 each amounted to JPY500 billion in
real terms. In the case of a permanent tax cut on food products from 8% to 1%, we
estimate the deferred spending and subsequent reactive upswing using a simplified
calculation for each of JPY500 billion in real terms x {change in tax rate (1.08/1.01)
/(1.08/1.05)} x {food (excluding eating out) as share of nondurable goods (2,754 —
508) / 3,740 based on CPI weightings}. The result comes to roughly 0.05% of real
GDP. The deferred purchasing at end-FY26 and reactionary increase at the start of
FY27 would both serve to lift real GDP growth in FY27, so the combined effect
would be just over 0.1ppt. However, as the measure this time is for a limited term of
two years, the scale of the deferred purchasing and reactive backlash would be
smaller. As such, we assume an impact of just under 0.1ppt. We believe that (a)
and (b) together would lift real GDP growth by around 0.2ppt in FY27.
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The proposed tax cut has raised alarm within the ruling party over a deterioration in
public finances. It is possible that the government will turn to spending cuts or
increases in other taxes to secure sufficient revenues, which could leave no growth
at all in nominal disposable income. We should also be aware that higher prices
driven by the weak yen could discourage real consumption.

Graph 1: Rush spending and backlash at the time of
2014 consumption tax hike
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Source: MUMSS, from MUMSS, from Ministry of Internal Affairs
and Communications data

Daiki Morimoto
Shuji Tonouchi
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Past performance should not be taken as an indication or guarantee of future performance. Unless otherwise attributed, forecasts of
future performance represent analysts' estimates based on factors they consider relevant. Actual performance may vary. Consequently,
no express or implied warranty can be made regarding future performance.

MUMSS or any other company affiliated with MUFG or any of their directors, associates, connected parties and/or employees may
deal in or otherwise have a financial interest in securities referred to in this report, or derivatives of such securities or other securities
issued by companies mentioned in this report, for their own account or the accounts of others, may enter into transactions contrary to
any recommendations contained herein, may act as market maker or may supply or seek to supply a wide range of financial services
to the issuers of such securities or to their affiliates. In reviewing this report, an investor should be aware that any or all of the foregoing,
among other things, may give rise to real or potential conflicts of interest. MUMSS is prohibited under Article 135 of the Company Act
from dealing in the shares of MUFG for its own account.

The securities referred to in this report may not be eligible for sale in all jurisdictions or to all categories of investors. 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 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.

European Economic Area (EEA): This report is distributed in the EEA, by MUFG Securities (Europe) N.V. (“MUS (EU)”) and / or MUS
(EU), Paris Branch. MUS (EU) is a member of MUFG, contact number +31 (0) 20 799 02 00. MUS (EU) is authorised and regulated by
the Dutch Authority for the Financial Markets (“AFM”) and also regulated by De Nederlandsche Bank (“DNB”) in the Netherlands, MUS
(EU) Paris Branch is regulated in France by the Autorité de contréle prudentiel et de résolution (ACPR) and the Autorité des marchés
financiers (AMF).

For the avoidance of doubt this report is prepared for a “professional client” or “eligible counterparty” and not intended for a “retail client”
as those terms are defined in the MIFID Il Directive (2014/65/EU) and should not be passed on to any such persons. This report may
be distributed to professional investors (or equivalent) in member states of the EEA by MUS (EU). This report has been prepared in
accordance with MUS (EU)'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(EU) related Policies, Disclosures and Notices can be found at
https://www.mufgemea.com/governance/legal-and-regulatory/.

United Kingdom: This report is distributed in the United Kingdom, by MUFG Securities EMEA plc. (“MUS(EMEA)”), a member of MUFG,
contact number +44-207-628-5555. MUS(EMEA) is authorised by the Prudential Regulation Authority (“PRA”) and regulated by the
Financial Conduct Authority (“FCA”) and PRA in the UK (FS Registration Number 124512). In the United States, MUS(EMEA) is a
registered Swap Dealer (“SD”) with the Commodity Futures Trading Commission (‘CFTC”) and a member of the National Futures
Association ( “NFA”). MUS(EMEA) is also a registered Security-Based Swap Dealer (“SBSD”) with the Securities and Exchange
Commission (“SEC”). MUS(EMEA) Dubai Branch is registered in Dubai (No:1698498) with its registered office at Level 3, East Wing,
The Gate, Dubai International Financial Centre, Dubai, United Arab Emirates. MUS(EMEA) Dubai Branch is regulated by the Dubai
Financial Services Authority (No: F002623). For the avoidance of doubt this report is prepared for a “professional client” or “eligible
counterparty” or “Market Counterparty” and not intended for a “retail client” as those terms are defined in the FCA and DFSA rules and
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
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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.

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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