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New York had returned to a calmer atmosphere following two major diplomatic events:
the United Nations General Assembly and the U.S.—China summit. During the trip, | had
the opportunity to exchange views with a wide range of investors across the Americas. |
came away with the sense that interest in Japanese equities is gradually broadening.
Global investors are shifting their focus from simply searching for undervalued markets to
understanding the changes taking place in each market and the investment stories
emerging from them. In Japan’s case, | sensed a desire to understand the answer to a
simple question: Why Japanese equities now?

When | mentioned that | am a Tokyo-based strategist, investors responded more
positively than | had expected. With policy, interest rates, foreign exchange and corporate
behavior all undergoing significant change, many wanted to hear an on-the-ground
perspective from Tokyo on what is happening in Japan’s market.

After years of concentrated exposure to U.S. equities and dollar-denominated assets,
investors in the Americas are also beginning to recognize the need to diversify their
portfolios. Japanese equities appear to be gradually attracting attention in this context.

Foreign Investors Have Driven the Market

Foreign capital has flowed into the Japanese equity market since 2023. Behind this trend are
major changes in Japan’s investment environment: the shift from deflation to inflation, the
normalization of monetary policy, and expectations for corporate governance reforms and
improvements in capital efficiency.

In response to these changes, foreign investors have become a major force behind the rise in
Japanese equities over the past three years. As foreign buying has accumulated, global investors’
underweight positions in Japan have narrowed. Even so, there is still room for global investors to
increase their exposure, and Japanese equities remain relatively inexpensive compared with
global equity markets.
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At the same time, Japanese equities have risen significantly over the past three years. Light
positioning and relative valuation appeal remain relevant, but they are no longer particularly new
elements of the investment story.

My recent discussions left me with the impression that there is still considerable scope to attract
additional capital to Japanese equities—provided we can update and present a compelling
answer to the question of why Japan now, among the many markets around the world.

Figure 1. Foreign Investors Have Led Buying in Japanese Equities — Excluding share
buybacks; cumulative trading by investor type
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Note: Cumulative figures are indexed to zero at the end of March 2022. Monthly data from April 2022 through
September 2026. Source: Nomura Asset Management, based on data from the Tokyo Stock Exchange.

Figure 2. Japan Still Trades at a Discount to Global Equities — Japan’s PER has risen, but its
discount to global equities remains
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Note: Relative global PER compares the MSCI Japan Index with the MSCI ACWI Index.
Source: Nomura Asset Management, based on Bloomberg data. Weekly data from January 2011 through the end of
August 2026.
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Al - and Beyond

Al, of course, is impossible to ignore. My trip once again confirmed that Al remains a central
theme in global equity markets. At the same time, investors do not have a settled view on whether
the Al trade will continue to advance in a straight line.

Expectations remain strong that Al will raise productivity over the long term and create new
sources of growth. However, investors are also conscious of the risks: the pace of recent Al
development, infrastructure and policy constraints surrounding data-center investment, and the
sustainability of hyperscalers’ enormous capital expenditures as interest-rate conditions change.

For global investors, it is therefore becoming more important than ever not only to determine how
to capture Al-driven growth, but also to identify growth opportunities outside the established Al
trade. From this perspective, the characteristics of the Japanese market become clear.

For investors seeking relatively pure exposure to Al, Taiwan and South Korea are straightforward
choices. In the first half of this year, both markets rose sharply as capital concentrated in Al- and
semiconductor-related stocks. Technology and semiconductor companies account for a large
share of both markets, making it easier to capture the benefits of Al investment at the market
level.

That also means, however, that both markets are highly concentrated in the Al trade. U.S.
equities likewise have significant exposure to large technology companies and Al-related stocks.
Investing in Taiwan or South Korea cannot necessarily be regarded as diversification away from
U.S. equities.

Japan, by contrast, is one of the world’s largest equity markets, with considerable industrial
breadth and depth. Investors can diversify geographically away from the United States while
gaining exposure to a wide range of industries—not only technology and semiconductors, but
also capital goods, materials, consumer companies, financials and services.

At the same time, Japan offers opportunities to participate in growth related to Al and
semiconductors. In other words, Japan is a market with sufficient scale and industrial breadth that
also allows investors to participate in Al-driven growth.

The depth of the Japanese market also expands the range of investment strategies available. For
now, Japanese equities offer opportunities on both sides of a barbell: technology and
semiconductor-related growth, as well as financials that may benefit from a return to a world of
positive interest rates.
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Figure 3. Earnings Growth Is Broad-Based — Multiple sectors, not just technology, are
contributing
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Note: EPS growth for the MSCI Japan Index. Automobiles, consumer durables, services and retail are included in
“Consumer Discretionary.” Software, hardware and semiconductors are included in “Information Technology.”

Source: Nomura Asset Management, based on LSEG Datastream data. As of the end of September 2026.

Japan’s “Hidden Al Stocks”

What is particularly interesting is that many Japanese companies that appear, at first glance, to
have little to do with Al have businesses that stand to benefit from growing Al demand when
examined more closely.

In discussions between our overseas colleagues and investors, we found that investors
responded positively when we explained these specific business opportunities, citing companies
such as TOTO and Ajinomoto as examples of companies with businesses connected to Al and
semiconductor demand.

The value chain supporting Al investment is broad, encompassing semiconductors, data centers,
optical communications and advanced materials. Even when a company as a whole is not viewed
as an Al company, one of its businesses may become a new growth driver as Al demand
expands.

There are cases in which companies that are not at the center of the Al trade nevertheless have
businesses benefiting from Al demand, while the value of those businesses has yet to be fully
reflected in the valuation of the company as a whole. The ability to identify such opportunities
through bottom-up research is one of the attractions of the Japanese market.

This discussion is not limited to Al. Japanese companies have traditionally included many
conglomerates with multiple businesses. During the long period of deflation, when raising prices
was difficult, it was not easy to achieve growth through existing businesses alone. Expanding into
new areas and broadening the top line therefore had a degree of strategic rationale.

As a result, some Japanese companies that may not stand out when viewed as a whole contain
businesses with significant growth potential when their individual operations are examined
separately. Al- and semiconductor-related businesses are one example.
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The business environment underlying this structure has, however, already begun to change. As
Japan moves from deflation to inflation and returns to a world of positive interest rates,
companies are being called upon to reassess their business portfolios.

This does not necessarily mean a simple process of “selecting and concentrating.” The issue is
not the fact that a company has multiple businesses. Rather, what matters is whether it can
identify the priorities of each business in response to changing conditions and growth
opportunities and dynamically allocate capital and human resources in a strategic manner.

If this process advances, the value of growth businesses that have remained embedded within
companies may become more clearly visible. How to identify the seeds of growth that already
exist within Japanese companies—and how to translate them into corporate value—may be
another source of investment opportunity in Japanese equities.

My trip to New York once again highlighted the importance of updating the investment story to
explain why investors should consider Japanese equities now, as interest in Japanese equities
gradually increases among global investors.

Japan offers participation in the global growth theme of Al while also providing diversification
away from U.S. equities through the scale and depth of its market. It also offers the opportunity to
identify growth businesses embedded within Japanese companies and capture their potential to
become more fully reflected in corporate value.

If these distinctive features of Japanese equities become more firmly established as an
investment story, together with tangible changes in corporate behavior, there is considerable
scope to attract additional capital from investors around the world.

Note: This material contains personal views and does not necessarily reflect Nomura Asset Management’s
house view. This article is not intended as investment solicitation, nor does it constitute a recommendation
to buy or sell any specific security or imply any rise or fall in price.

Nozomi Moriya
Chief Strategist (Institutional Clients)
Nomura Asset Management Co., Ltd. (“Nomura AM”)

Nozomi Moriya is Chief Strategist for Institutional Clients in Japan and overseas at Nomura AM.
She joined the firm in September 2026 after more than two decades at UBS, where she worked
as an equity analyst covering the Japanese consumer sector before becoming Japan Equity
Strategist in 2023.

Drawing on her extensive experience analyzing Japanese companies and industries, she
specializes in analyzing Japan’s corporate reforms and connecting bottom-up corporate
developments with broader macroeconomic and capital-market trends. She also actively shares
her views on Japanese equities with audiences in Japan and abroad, highlighting their global
appeal.

She graduated with a B.A. in Economics from the University of Tokyo in 2003.
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Index Hedge Clause
The index used as references in material is as follows: (Includes indicators partially used and/or not shown.)

Index values, marks, and trademarks related to the Tokyo Stock Price Index (TOPIX) and Tokyo Stock Exchange REIT
Index (TSE REIT Index) are the intellectual property of JPX Market Innovation & Research, Inc. and its affiliates
(hereinafter referred to as “JPX”). JPX retains all rights related to the calculation of the index, releases of its values, and
its usage, in addition to rights related to all relevant know-how, marks, and trademarks. JPX does not guarantee nor
assume any responsibility for errors, delays, or interruptions in the calculation or release of TOPIX and TSE REIT Index
values. This product is not offered, guaranteed, or sold by JPX. JPX shall not be liable for any damages arising from
the establishment, sale, or promotion activities of these products.

MSCI indexes are the exclusive property of MSCI Inc.. MSCI and MSCI indices are service marks of MSCI or its
affiliates. Nomura Asset Management Co., Ltd. has been licensed to use these service marks for certain purposes.
Neither MSCI, MSCI affiliates, nor any other party involved in or related to the production or editing of MSCI indexes
have made decisions concerning the legality or compatibility of the funds and/or accounts noted herein, nor do they
issue, support, recommend, market, manage, or advertise the funds and/or accounts noted herein, nor do they
guarantee or assume any responsibility for the funds and/or accounts noted herein.

Disclaimer

This report was prepared by Nomura Asset Management Co., Ltd. for information purposes only. Although this report is
based upon sources we believe to be reliable, we do not guarantee its accuracy or completeness. Unless otherwise
stated, all statements, figures, graphs and other information included in this report are as of the date of this report and
are subject to change without notice. The contents of this report are not intended in any way to indicate or guarantee
future investment results. Further, this report is not intended as a solicitation or recommendation with respect to the
purchase or sale of any particular investment. This report may not be copied, re-distributed or reproduced in whole or in
part without the prior written approval of Nomura Asset Management Co., Ltd.

Trade name: Nomura Asset Management Co., Ltd.

Director of Kanto Local Finance Bureau (Financial Instruments Firms) No.373

Business Category of Financial Instruments Business: Investment Management Business, Investment Advisory and
Agency Business, Type Il Financial Instruments Business.

Membership: Investment Management Association of Japan/ Type Il Financial Instruments Firms Association
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Investment Risks and Costs

Costs Associated with Financial Products (Fees and Other Costs)

Customers pay the following expenses.

All information on this report is intended for information purposes only and does not constitute a solicitation
of an offer to buy any investment product nor to enter into an investment advisory agreement with Nomura
Asset Management to any persons. The following fees and expenses are charged to investors of our
investment products. We can only provide a general description of our fee calculation formula here, as fee
rates will vary depending on the specific product characteristics or the specific contract with each of our
clients.

. As consideration of our investment advisory services, fees equivalent to the sum of the assets under
contract multiplied by the agreed-upon percentage fee rate (%) will be charged depending on the
length of the contract.

[Calculation formula] Assets amount under contract x fee rate (%) x length of the contract (days) / 365

. Based on mutual agreement, we may adopt a performance-based fee structure or a combination of a
performance-based fee structure and the flat fee structure mentioned above. We are unable to provide
detailed calculation nor the maximum fee for a performance-based fee structure as the actual advisory
fee vary depending on the investment performance of the relevant strategy, and the agreed terms with
each client. Performance-based fee structures will be negotiated individually between client and
Nomura Asset Management.

. Separate from the investment advisory fees, securities trading consignment fees and expenses related
to the custody of securities will also be deducted from the contracted assets. It is not possible to
specify the rate or maximum amount in advance as such fees would vary depending on the status of
the investment.

. Nomura Asset Management may, based on its discretionary investment decisions, purchase
investment trust products to be included in a portfolio under a discretionary investment contract. In
such cases, expenses such as investment trust management fees, sales company and management
company fees, and fees charged when converting investment trusts to cash would incur. If such cases
investment trust products are issued by our own company or one of our group companies, the
investment advisory fees may be adjusted to avoid double payment of management fees. The
adjustment calculation methods are specified in each contract. Total investment advisory fees paid by
the client shall amount to investment advisory fees less the investment management fees associated
with the purchased investment trust products.

Investment Risks Associated with Financial Products

The financial instrument transactions conducted on behalf of the client shall include investments made in
shares, bonds with new share warrants, bonds issued by public corporations, and other instruments
(including cases where investments are made via investment trusts and through Limited Partnerships).
Consequently, the prices of shares and other investments may decline as a result of the effects of domestic
and overseas economic variables and political circumstances, fluctuations in interest rates, and changes in
the performance and financial standing of the issuing entities, resulting in investment losses.

Financial products may also make use of derivative transactions. Such transactions utilize leverage in
excess of the margin amount, and if prices change as a result of the fluctuations in the securities and
indexes that serve as the underlying assets, it is possible that losses in excess of the amount of the margin
deposited will be incurred. Also, the leverage rates vary continuously as a result of changes in investment
policies and domestic and overseas market environments, and consequently they cannot be specified in
advance. During the terms of derivative transactions, Nomura Asset Management shall deposit margins
taken from the contract assets in amounts that it determines to be suitable based on calculations performed
by the securities companies with which the orders are placed.
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Important Information (based on Japan Financial Instruments Exchange Act)

Risks Associated with Investment Trusts

Investment trusts primarily invest in securities whose prices fluctuate, such as domestic and international equities and
public and corporate bonds. As the principal amount invested is not guaranteed, the price per investment unit may
fluctuate due to changes in the market prices of the underlying assets, foreign exchange rates, and other factors.
Consequently, the value of an investment may fall below the amount originally invested, resulting in a loss.
Investment trusts are different from bank deposits and savings. In addition, the nature and characteristics of the risks
involved vary among investment trusts because the types of underlying assets, investment restrictions, trading markets,
and countries in which they invest differ from one investment trust to another. Before investing, please carefully read
the Investment Trust Prospectus (Prospectus for Delivery) and the Pre-Contractual Disclosure Document.

Fees and Expenses Associated with Investment Trusts October, 2026

The fee is borne by investors when they apply to purchase an investment trust.

The distributor receives this fee as compensation for expenses related to the sale
Sales Charge at Purchase of the investment trust. Please confirm the applicable fee rate and other details
Up to 3.85% (including tax) with the distributor of the investment trust. Depending on the investment trust, a
“redemption fee” or other fee may also be charged when the investment is
redeemed (including upon maturity).
This fee is charged for the period during which an investor holds the investment
trust. The investment trust management company receives its portion as
compensation for managing the fund; the trustee receives its portion for the
safekeeping and administration of the trust’s assets: and the distributor receives its
portion for administrative services related to the payment of distributions and
redemption proceeds, as well as for mailing investment reports.

* For some funds, an additional performance-based fee may be charged
depending on investment performance.

* Inthe case of a fund of funds, except for certain funds, trust fees and other
expenses for the investment trust securities in which the fund invests are
charged separately.

Investors bear this charge when redeeming their holdings in an investment trust
orin similar circumstances. Itis intended to ensure that investors themselves bear
the costs incurred within the trust assets as a result of their redemptions or similar
transactions.

In addition to the fees and expenses described above, investors may be required to
bear other costs depending on the holding period and other factors, including
brokerage commissions incurred in trading portfolio securities and other assets,
taxes imposed on the fund, audit fees, and various expenses associated with the
safekeeping and administration of assets overseas.

As these fees and expenses may vary depending on the fund’s investment
performance and other factors, their rates, maximum amounts, and other details
cannot be specified in advance.

Management Fee (Trust Fee)
Up to 2.222% (including tax)

Trust Asset Retention Amount
(retention charge)
Up to 0.5%

Other Fees and Expenses

The total amount of the fees and expenses described above varies depending on the period during which investors
hold the fund and other factors; therefore, it cannot be stated in advance.

Important Notice:

The risks and expense items described above are based on a general investment trust. The expense ratios shown
represent the highest rates applicable to each respective expense borne by investors among all publicly offered
investment trusts managed by Nomura Asset Management.

The risks and expenses associated with investment trusts vary depending on the individual investment trust. Before
investing, please carefully read the Investment Trust Prospectus (Prospectus for Delivery) and the Pre-Contractual
Disclosure Document.

Before applying to invest in an investment trust, investors should be sure to review the content of the Investment Trust
Prospectus (Prospectus for Delivery) provided by the distributor and make their own investment decision.
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