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EUR/USD breaking lower as EUR sell-
off broadens out

FX Focus

From Energy Shock to Fiscal Shock:
What's Hurting the EUR

7 October 2026

o EUR weakness has been driven by higher US yields and rising fiscal and
political risks in the euro area, particularly in France.

e  French bond market stress has intensified fragmentation concerns, with wider
France-Germany yield spreads adding to EUR downside pressure.

e High foreign ownership of French government debt increases the risk of
capital outflows and may be amplifying the bond sell-off.

e  Our base case remains a "muddle-through” scenario, but further spread
widening, reduced ECB tightening expectations, or building TPI speculation
could push EUR/USD lower.

What has been driving the sharp EUR sell-off?

The EUR has come under increased selling pressure over the past month, resulting in
EUR/USD breaking below the 1.1400-1.1800 trading range that had been in place
since the middle of last year. EUR weakness has also broadened over the past couple
of weeks, becoming increasingly evident against other European currencies, including
the CHF, GBP, NOK and SEK. There have been two main drivers behind the recent
EUR sell-off. First, the Fed began raising rates in September for the first time since the
US-Iran conflict began and signalled that it intends to deliver at least one further rate
hike before the end of this year. The US rates market has gone even further, pricing in
the potential for just over three additional hikes over the coming year. Softer US PCE
deflator and non-farm payrolls reports, alongside more cautious rhetoric from the Fed's
leadership, including New York Fed President Williams and Vice Chair Jefferson, have
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Building fiscal & political risks in euro
area reinforcing EUR sell-off

Foreign demand for euro area debt
securities has picked up in recent
years encouraged by higher yields

yields have since dampened expectations for another hike as soon as this month. Still,
the USD has not strengthened as sharply as it did following the previous energy price
shock in 2022. On this occasion, USD gains have been constrained by the resilience
of global growth, particularly in Asia and Europe, where economic activity has held up
better than expected. In addition, the Fed has been slower to tighten policy and has
remained cautious about the extent of further tightening that may be required.

The second trigger behind the sharper and more broad-based EUR sell-off in recent
weeks has been growing concerns over fiscal and political risks within the euro area.
The global bond market sell-off has had a more pronounced impact on European bond
markets, with the rise in French government borrowing costs proving particularly
unsettling for investors. The 10-year French government bond vyield increased by
around 100bps between the end of July and last week's peak of 4.99%. This marked
the largest sell-off over a comparable period since August-October 2022 and pushed
France's long-term borrowing costs to their highest level since July 2002. The sharp
rise in yields has fuelled fears of a potential re-run of the euro-zone sovereign debt
crisis of 2011-12. The spread between 10-year French and German government bond
yields has already moved back towards the highs reached during that period, widening
to more than 150bps last week. At its widest, the spread had almost doubled from its
level at the end of July. Yield spreads have also widened between Germany and other
euro-zone sovereigns, including Italy and Spain, although the moves have been less
pronounced than in France.

In recent years, demand from foreign investors for euro-area debt securities has
strengthened, supported by the ECB's shift away from negative interest rates in 2022.
The latest ECB balance of payments data show that foreign purchases of euro-area
debt securities totalled a record EUR673 billion in the twelve months to July, following
a prolonged period of net selling that characterised much of the 2016-2022 period
when negative rates were in place. A similar trend is evident in the French government
bond market. According to the Banque de France, the share of French government
debt held by non-residents fell to a low of 47.5% in Q4 2021 before rising steadily to
reach 57.5% in Q1 2026. According to the IMF’s investment position data, we estimate
that roughly around half of non-resident holdings are accounted for by euro area
countries. The latest quarterly breakdown shows that non-residents are by far the
largest holders of French government debt, accounting for 57.5% of the total. They are
followed by French credit institutions (10.5%), French insurance companies (9.6%),
French UCITS (Undertakings for Collective Investment in Transferable
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High foreign ownership exacerbating
sell-off for French government bonds?

Japanese investors have been scaling
back holdings of French bonds for
several years now

Securities) (1.8%), and other French investors, including the Banque de France,
households, corporates, pension and retirement vehicles, and public sector entities,
which together account for the remaining 20.6%.

The relatively high share of foreign ownership in the French government bond market
may have exacerbated the recent sell-off, as foreign investors tend to be more price-
sensitive and can reallocate capital relatively quickly across global bond markets. In
contrast, domestic investors are often viewed as more stable, long-term holders of
government debt. By comparison, ltaly's government bond market benefits from a
more resilient domestic investor base, with foreign investors holding only around one-
third of Italian government debt. This ownership structure may help to reduce the risk
of abrupt capital outflows during periods of market stress. Recent reports have added
to these concerns. According to Bloomberg (click here), Sumitomo Mitsui Asset
Management's global fixed income team has sold its entire position in French
government bonds, reallocating funds into German Bunds and short-dated Japanese
government bonds. The move has fuelled broader speculation that Japanese investors
may accelerate the reallocation of capital away from French government debt, adding
to upward pressure on French borrowing costs.

The latest weekly flow data from Japan's Ministry of Finance (MoF) show that
Japanese investors were significant net sellers of foreign bonds during the five weeks
leading up to 18" September. Looking at the latest balance of payments data,
Japanese investors have been consistent net sellers of French long-term debt
securities since 2022. However, the pace of selling had moderated in the twelve
months to July, totalling JPY1.21 trillion, down from JPY2.13 trillion in the year to July
2025, and a peak of JPY4.89 trillion in the twelve months to January 2025. Japanese
investors are increasingly being encouraged to reduce their exposure to French debt
securities by both rising fiscal risks in France and the improved returns available in
Japan. After adjusting for foreign exchange hedging costs, French long-term
government bonds no longer offer a meaningful yield advantage over JGBs. As a
result, the relative attractiveness of French government debt has diminished,
increasing the risk of further portfolio reallocation by Japanese investors.

JAPANESE INVESTORS HAVE BEEN SELLERS

Source: Bloomberg, Macrobond & MUFG GMR
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HIGHER YIELDS ENCOURAGING RE-ALLOCATION
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We have lowered our forecast for EUR
btu still subject to downside risks. We
are assuming a “muddle through”
scenario.

Marine Le Pen indicates willingness to
tighten fiscal policy if elected

Meloni victory in Italian election from
2022 highlights that spreads can
narrow if leads to policy change

Fading of energy price shock would
also help support bonds & EUR

Weighing up risks to the EUR from fiscal & political risks in the euro-zone?

The latest developments have increased downside risks for the EUR. In our latest
monthly FX Outlook report (click here), we lowered our EUR/USD forecasts and now
expect the pair to end this year close to current levels at 1.1200. Our baseline forecast
assumes a "muddle-through" scenario (see table at end of document). Under this
scenario, the French government is able to pass next year's budget, including fiscal
tightening measures that help restore investor confidence in French government debt
ahead of the presidential election in April next year. At the same time, growth in France
remains subdued, reflecting the combined impact of higher interest rates, fiscal
tightening and ongoing political uncertainty.

There have been some reassuring comments recently from Marine Le Pen, who is the
current favourite to win the presidential election, indicating that she appears to be
prioritizing fiscal consolidation although her plans lack credibility. Bringing the primary
budget into balance within 18 months, as the RN proposes, would require fiscal
consolidation of about EUR100billion or 3% of GDP over two years according to
Bloomberg, which would deliver a significant hit to economic growth. We analyse
France’s budget plans in more detail here and at the end of this report.

A stronger commitment to fiscal consolidation following the election could help to
reduce downside risks for both the EUR and French government bonds. A recent
precedent is Italy, where government bonds significantly outperformed following the
election victory of the centre-right coalition led by Prime Minister Giorgia Meloni in
autumn 2022, demonstrating that investor confidence can be restored when
policymakers commit to a credible fiscal framework. Meloni's government pledged to
follow a multi-year deficit reduction path agreed with the European Commission,
helping to reinforce confidence in ltaly's public finances. The subsequent return to
primary budget surpluses provided further evidence of fiscal discipline and contributed
to improved sentiment towards Italian government debt.

The outperformance of Italian government bonds was also supported by the gradual
fading of the energy price shock that followed Russia's invasion of Ukraine. Headline
inflation in the euro area peaked at 10.6% in October 2022 before falling back to 2.9%
a year later. Although inflation had already peaked, the ECB continued to tighten
monetary policy for almost another year and did not begin cutting rates until the middle
of 2024. A similar easing of the current energy price shock could help to reduce
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downward pressure on both the EUR and French government bonds. Potential
catalysts include the US and Iran reaching a durable agreement to end the conflict
and/or a sustained normalisation of energy shipments through the Strait of Hormuz
towards pre-conflict levels. Under this scenario, we would still expect the ECB to deliver
two additional rate hikes, lifting the policy rate to 3.00% by early next year.

At the same time, recent developments have increased the risk of a deeper EUR
decline that could pull EUR/USD back towards parity. Prior to breaking higher in the
first half of 2025, the pair had spent 2023 and 2024 trading within a lower range of
1.0500-1.1000. One channel through which heightened fiscal and political risks are
already weighing on the EUR is their potential impact on ECB policy. Last week,
President Lagarde stated that "while growth has been resilient since our last meeting,
long-term interest rates have risen notably, which will slow growth and reduce pass-
through by more than projected in our September exercise". The comments suggest
that higher market borrowing costs are doing some of the ECB's work by tightening
financial conditions, thereby reducing the need for further increases in policy rates.
Markets quickly took on board the more dovish signal, with the 2-year German
government bond yield falling by around 25bps from its recent high. As a result, it now
appears more likely that the ECB will leave rates unchanged this month, despite euro-
area inflation surprising to the upside in September by rising to 3.8% (click here).
Expectations for three further ECB rate hikes could prove too aggressive if financial
conditions continue to tighten unexpectedly across the euro area.

Higher bond yields tightens financial
conditions & curtails need for ECB
hikes weighing on EUR

Higher government bond yields could also encourage the ECB to reconsider its current
plans for quantitative tightening (QT). After peaking at EUR8.84 frillion in June 2022,
the ECB's balance sheet has shrunk to just under EUR5.9 trillion, although it remains
above its pre-pandemic level of around EUR4.7 trillion. The reduction in the balance
sheet has been driven recently by the runoff of bonds purchased under the Asset
Purchase Programme (APP) and the Pandemic Emergency Purchase Programme
(PEPP). The ECB stopped reinvesting maturing bonds under the APP from July 2023
onwards, while PEPP reinvestments continued for longer before being discontinued at
the end of 2024. Looking specifically at sovereign bond holdings, APP public-sector
bond holdings (PSPP) have fallen from a peak of EUR2.59 trillion in June 2022 to
EUR1.67 trillion in August. Over the same period, PEPP sovereign bond holdings have
declined from a peak of EUR1.64 trillion in March 2022 to EUR1.24 trillion. The ECB
has been steadily reducing its presence in euro-area government bond markets,
increasing the amount of sovereign debt that must be absorbed by private investors.

Higher bond yields tighten financial
conditions & curtails need for ECB
hikes weighing on EUR
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Slowing pace of QT or pausing would
significantly tighten supply in bond
markets, but impact on EUR could be
more modest.

Downside risks for EUR would
increase if speculation intensifies over
ECB’s potential use of TPI

Eligibility criteria indicate high hurdle
for use of TPI

The ECB currently estimates that around EUR219 billion of government bonds held
under the APP will mature between October 2026 and September 2027. Over the same
period, a further EUR137 billion of government bonds held under the PEPP are
scheduled to mature. Combined redemptions over the next twelve months therefore
amount to roughly EUR355 billion. While purely coincidental, the scale of these
redemptions is comparable to the French Treasury's (click here) planned medium- and
long-term government bond issuance for 2027, net of buybacks, of EUR340 billion.
This highlights the significant amount of sovereign debt that private investors will need
to absorb as the ECB's balance sheet continues to shrink. Against this backdrop, a
slowdown or temporary pause in quantitative tightening (QT) could help provide
additional support for euro-area government bond markets. The ECB has historically
enjoyed greater flexibility under the PEPP framework to adjust purchases and
reinvestments across jurisdictions when warranted by market conditions. While
slowing down QT would likely be viewed negatively for the EUR, we not believe it would
trigger a significant sell-off as it is viewed as a less important driver than the policy rate.

The biggest downside risk for the EUR, at least initially, would be if the ECB were
forced to adopt a much more interventionist approach to support sovereign bond
markets to safeguard the smooth transmission of monetary policy across the euro
area. To address such risks, the ECB created the Transmission Protection Instrument
(TPI) in July 2022. The facility was designed to ensure that the ECB's monetary policy
stance is transmitted smoothly across all euro-area countries and can be activated to
counter unwarranted and disorderly market dynamics that pose a serious threat to the
transmission mechanism. The TPI has not been used to date. If activated, it would
allow the Eurosystem to conduct secondary-market purchases of securities issued by
jurisdictions experiencing a deterioration in financing conditions that is not justified by
country-specific fundamentals. The scale of any purchases would depend on the
severity of the risks facing monetary policy transmission and would be calibrated
accordingly. Purchases would be focused primarily on public-sector securities with
remaining maturities of between one and ten years.

However, the hurdle for activating the TPI is high. To be eligible for bond purchases
under the programme, a country must be judged to be pursuing sound and sustainable
fiscal and macroeconomic policies. The ECB's eligibility criteria include: (i) compliance
with the EU fiscal framework, (ii) the absence of severe macroeconomic imbalances,
(iii) fiscal sustainability, and (iv) sound and sustainable macroeconomic policies. For
France, compliance with the EU fiscal framework is likely to be the most contentious
criterion. France has been subject to an Excessive Deficit Procedure since 2024,
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...as does recent history given it has
never been used before.

While use of TPI would initially be
viewed as EUR negative, it could
provide support over time by
significantly easing fragmentation and

downside risks for growth in euro area.

Le Pen has set out an even more
ambitious consolidation programme
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2024, with the procedure remaining ongoing. However, this does not automatically
render France ineligible for the TPI. Under the ECB's framework, countries can still
qualify if they are assessed as taking effective corrective action in response to EU
recommendations. As a result, the French government's willingness and ability to
implement credible fiscal consolidation measures will be an important factor in
determining whether French government bonds could qualify for support under the TPI.
If fiscal policy were viewed as being on a sustainable path and yield spreads were
judged to have widened significantly beyond levels justified by fundamentals, the
combination of credible fiscal tightening and potential ECB support could prove
particularly powerful in restoring investor confidence and narrowing spreads.

Recent history also suggests that the ECB would be reluctant to deploy the TPl unless
market conditions deteriorated significantly further. For example, the 10-year lItaly-
Germany government bond yield spread widened towards 250bps in the autumn of
2022 without triggering activation of the Transmission Protection Instrument. On this
occasion, ECB policymakers have given little indication that such action is currently
under consideration. Emmanuel Moulin, Governor of the Banque de France, stated
today that "the ECB is not there to deal with the fiscal problems of countries. It is here
to fight inflation and keep inflation around 2%. So the conditions are not met today for
intervention by the ECB." He added that France's fiscal situation is "serious", but
stressed that it can be addressed by approving a budget and committing to reducing
the deficit to below 5% of GDP.

Instead, ECB officials and market participants will be monitoring closely for signs of
contagion and rising fragmentation risks across the euro area, which would strengthen
the case for intervention. A further increase in fragmentation concerns would likely
reinforce downward pressure on the EUR and fuel speculation that the ECB could
eventually be forced to activate the TPI. While any TPI-related bond purchases would
likely be temporary, they could initially be perceived by investors as a form of monetary
financing, undermining confidence in the EUR. Over time, however, the impact could
turn more supportive if ECB intervention and credible fiscal consolidation measures
help place public finances on a more sustainable footing. In that scenario, lower
borrowing costs and improved financing conditions across the euro area would support
economic growth and, ultimately, the EUR.

Macro view: The latest on the French budget process

We set out our initial views on the draft French budget last week (see here: Another
test of fiscal credibility). A key point we stressed was that the budget should be viewed
as an opening bid rather than a final package.

The most notable development since then has been Marine Le Pen's response.
Instead of opposing fiscal consolidation, the RN leader unveiled a notably more
ambitious fiscal path than the government. The counter proposal targets a reduction in
the deficit from 5.4% of GDP in 2026 to 3.7% next year, compared with the
government's objective of 5.0%, before declining further in subsequent years. To
achieve this, RN is proposing more than €140bn of fiscal adjustment by 2032, up from
the €125bn figure previously discussed by Le Pen. The objective is to reduce public
spending from around 57% of GDP currently to below 50% by the end of a first term.

On the measures themselves, the RN proposal sets out a broad rationalisation of public
spending, reforms to social security, immigration-related savings, lower contributions
to the EU budget and reductions in local government spending. The savings from this
would be used both to reduce the deficit and to finance a sizeable package of tax cuts.
RN is continuing to advocate reversing the central element of the 2023 pension reform
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We remain sceptical of the French
government’s growth assumptions

by restoring the retirement age to 62, but has also set out a plan to create a funded
pillar through mandatory worker contributions.

Whether these sorts of numbers are remotely achievable is another question. There is
a lot of hope pinned on administrative restructuring and broader efficiency gains which
are always difficult to quantify. The proposed 1.7pp deficit reduction in a single year
looks quite optimistic. Normally adjustments of that size are associated with post-crisis
recoveries.

But Le Pen is currently the clear frontrunner for next year's presidential election and
she is arguing that the government's own consolidation plans do not go far enough. At
this stage that broad stance is more significant than the details. RN will reasonably see
itself as a plausible governing party after the election and so there is a strong incentive
to favour at least some degree of fiscal repair now, undertaken by somebody else,
rather than inherit an even worse position. The bond market sell-off has likely
concentrated some minds as well. Nobody wants a Liz Truss moment.

We set out some scenarios in the table below. As things stand our base case is that
RN ultimately facilitates the passage of the budget, or something close to it. That’s not
to say it will be a smooth process. RN will likely seek concessions, criticise the
government's choices and try to differentiate itself politically. The first vote, on the
revenue section, will be held on 20 October and should provide an early indication of
how much common ground there is.

More broadly, we remain sceptical about the government's growth assumptions. It is
hard to see what will drive French activity over coming quarters against a backdrop of
political uncertainty, higher energy costs and, we assume, some degree of fiscal
consolidation. The government's forecast of growth accelerating to 1.0% in 2027 still
looks optimistic. We continue to expect growth closer to 0.7%, with risks skewed to the
downside. As a result, our assumption remains that the eventual deficit next year will
be marginally worse than the government’s current target, despite RN’s stated
ambition to go faster, reflecting slippage in implementation, weaker growth and higher
borrowing costs.

Fiscal consolidation has been repeatedly deferred Le Pen is the front-runner to win the presidential election
Deficit projections under successive fiscal plans, % GDP Market-implied probability to win Presidential election, %
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FRANCE 2027 BUDGET PROCESS — MUFG SCENARIOS AHEAD OF THE PRESIDENTIAL ELECTION

Scenario

Narrative

Market implications

Faster
consolidation

(5%)

RN starts to conclude that it has a strong chance of entering government after the

presidential election and does not want to inherit a weaker fiscal position. RN
pushes for a more ambitious consolidation package than the government
proposal and elements of the counter budget are implemented. The budget
passes through a negotiated parliamentary outcome. Investors remaining wary of
political risk. The 2027 deficit improves to 4.8-5.0% of GDP.

FR-DE 10YR Yield Spread
@ ~90bps

EUR/USD @ 1.1200-1.1800

Central
scenario

RN tacitly
supports fiscal
repair

(45%)

The government and RN disagree on the composition of consolidation but
broadly agree that consolidation is necessary. RN attacks the government's
choices, secures concessions and seeks to differentiate itself politically, while
stopping short of bringing the government down. Budget legislation relies on
Article 49.3, but no-confidence motions fail as parties do not want to assume
responsibility for a fiscal crisis ahead of the election. The government survives,
though weakened, and much of the package is implemented. GDP growth
disappoints official forecasts and implementation is mixed, resulting in modest
slippage relative to headline targets. The deficit improves modestly in 2027 to
~5.2%.

FR-DE 10YR Yield Spread
@ ~110bps

EUR/USD @ 1.1000-1.1600

Continued drift
(35%)

As the presidential campaigns move into even sharper focus, political incentives
dominate fiscal considerations. RN continues to advocate ambitious fiscal
objectives but is reluctant to be associated with unpopular spending cuts in
practice. The government is forced to make significant concessions and relies
heavily on Article 49.3 to pass key legislation. Some measures are delayed or
diluted. The government survives, but only because no opposition group wants to
trigger instability so close to the election. Markets become increasingly sceptical
about actual delivery. The deficit widens slightly to 5.6-6.0%. With investors
increasingly questioning both political commitment and the capacity for
implementation, OAT-Bund 10Y spreads widen following failed votes. These
levels do not force an immediate policy response from the ECB, but the QT
process comes under consideration.

FR-DE 10YR Yield Spread
@ ~170bps

EUR/USD @ 1.0800-1.1400

Deeper
credibility
crisis
(15%)

The government becomes increasingly reliant on exceptional procedures to keep
fiscal legislation moving through parliament as political support collapses ahead
of the presidential election. Fiscal slippage, weak growth and rising debt servicing
costs trigger a sharp deterioration in market confidence, pushing OAT spreads
materially wider. Financing conditions become the central political issue, and a
successful no-confidence motion/government resignation becomes increasingly
likely. Budget legislation is eventually forced through, but only after successive
revisions and a period of acute political instability. France slips into recession.
The deficit is on course to rise well above 6% of GDP in 2027. As market
pressure intensifies, investors increasingly look to the ECB’s TPI as a potential
backstop.

FR-DE 10YR Yield Spread
@ >200bps

EUR/USD @ 1.0200-1.1000

Source: MUFG Research
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(4) MUFG Securities (Canada), Ltd. (“MUS(CAN)”) is an investment dealer registered in Canada with the Ontario Securities Commission (“OSC”) and in each
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9) MUBK'’s Singapore branch is licensed as a bank by the Monetary Authority of Singapore under the Banking Act of Singapore, an exempted capital markets
service entity and an exempt financial adviser under the Securities and Futures Act and Financial Advisers Act of Singapore respectively.

(10) MUBK’s Auckland Branch is authorised by the Reserve Bank of New Zealand to carry on banking business in New Zealand under the Banking (Prudential
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GENERAL DISCLAIMERS

This report is for information purposes only and should not be construed as investment research (as defined under regulatory rules of the United Kingdom and the
European Economic Area) or a solicitation of any offer to buy or sell any security, commodity, futures contract or related derivative (hereafter “instrument”) or to
participate in any trading strategy. This report does not constitute a personal recommendation and does not take into account the individual financial circumstances,
needs or objectives of the recipients. Recipients should therefore seek their own financial, legal, tax or other advice before deciding to invest in any of the instruments
mentioned in this report.

Certain information contained in this report has been obtained or derived from third party sources and such information is believed to be correct and reliable but has
not been independently verified. MUBK and MUFG Securities do not make any guarantee, representation, warranty or undertaking, express or implied, as to the
fairness, accuracy, reliability, completeness, adequacy or appropriateness of any information or comments contained in this report. Furthermore, the information may
not be current due to, among other things, changes in the financial markets or economic environment. MUBK and MUFG Securities has no obligation to update any
such information contained in this report.

The information contained in this report may contain forward-looking information (“FLI”). FLI is information regarding possible events, conditions, or results of operations
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
consequential loss, loss of profits and damages) arising from any reliance on or usage of this report and accepts no legal responsibility to any investor who directly or
indirectly receives this material.

MUBK covers banking business and is responsible for the publication of related research reports. MUFG Securities covers the securities business and is responsible
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
may have, or have had a relationship with or may provide or have provided corporate finance or other services to any company mentioned herein.

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):

. United States of America: 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.
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IRS Circular 230 Disclosure: MUFG Securities 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.

In relation to activites undertaken by MUSE in their capacity of a SD or SBSD, further disclosures and notices can be found at
https://www.mufgemea.com/governance/legal-and-regulatory/.

. Canada: MUSE operates under an International Dealer Exemption and Foreign Derivatives Dealer Exemption from registration within the provinces of Alberta,
British Columbia, Manitoba, Ontario and Québec. MUSA operates under an International Dealer Exemption from registration with the securities regulators in all
Canadian Provinces and Territories. When distributed by MUSE 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 dealer member rules and is not intended for re-distribution to any other person. The information contained herein is not,
and under no circumstances is to be construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein, or solicitation of an
offer to buy securities described herein, in Canada or any province or territory thereof. Under no circumstance is the information contained herein to be construed as
investment advice in any province or territory of Canada and is not tailored to the needs of the recipient.

Asia-Pacific (APAC):

. Hong Kong: Reports produced by MUFG Securities are 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. All enquiries from recipients of this report in Hong Kong must be directed to your usual sales
contact in Hong Kong.

. 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", 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 ii) 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
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https://www.bk.mufg.jp/global/globalnetwork/asiaoceania/pdf/nz_privacy_policy.pdf

