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Stocks extend gains amid downshift in tightening pace
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*The Japanese stock market extended gains in
November along with global financial markets
amidst a resurgence of optimism that the Fed would
ease its hawkish tightening stance given lower than
expected U.S. CPI data and FOMC minutes which
signaled a downshift in the pace of rate increases.
TOPIX 12 month forward PER ended at mid-12x.

*The Japanese yen closed at 138.03 yen per U.S.
dollar, appreciating 7.2% from the previous month.

*We remain cautiously optimistic, in principle, on
the stock market due to resilient corporate earnings
outlook, and undemanding stock valuations,
supported by the recovery of domestic consumption
as the economy reopens, and domestic capital
expenditure as companies intensify investments at
home to increase productivity and secure supply
chain.

Market Movement As at 30/11/2022

1,985.57 points
TOPIX Index +56.14 points (+2.91%)
Nikkei 255 Stock Average +381 532;;26(?_? %g;r;

Exchange rate 1 USD = 138.03 JPY
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Market Review

The Japanese stock market extended gains in November
along with global financial markets amidst a resurgence
of optimism that the Fed would ease its hawkish
tightening stance given the lower than expected U.S.
CPI data and FOMC minutes which signaled a downshift
in the pace of rate increases. Fed Chair Jerome Powell’'s
speech after the FOMC meeting at the beginning of the
month set a hawkish tone and sent stocks lower. U.S.
job growth was strong but the pace of increase slowed
and unemployment rate rose to 3.7 percent, suggesting
some loosening in the labour market, paving the way
for smaller interest rate increases by the Fed. U.S. mid-
term election on 8th November had little impact on stock
markets. October U.S. CPI, which rose 7.7 percentfrom a
year ago and was less than the market expected, further
boosted the optimism of smaller interest rate increases
by the Fed in December FOMC, and sent the Japanese
yen higher. The yen appreciated from around 146 yen to
140 yen per U.S. dollar, prompting some sell-offs among
exporters. Then, speculation that China may relax its
zero-Covid policy emerged. FOMC minutes released
later in the month supported the view of a downshift in
the pace of interest rate increases at the next meeting,
also lending support to the markets. Berkshire Hathaway
has reportedly increased its stakes in five major
Japanese trading houses, Mitsubishi Corporation, Mitsui
& Co., ltochu, Marubeni and Sumitomo Corporation.
Retail investors’ profit taking move was observed as the
Nikkei 225 Stock Average rose over 28,000 yen mark.
Japanese stock market trimmed gains towards the
month end as the spread of Covid in China and protests
against Beijing’s zero-Covid policy were reported,
casting shadows on the outlook of the Chinese economy,
and the yen appreciated below 140 yen per U.S. dollar.

The TOPIX index closed at 1,985.57 points, up 56.14
points (+2.91%) from the end of the previous month and
the Nikkei 225 Stock Average index closed at 27,968.99
yen, up 381.53 yen (+1.38%). The Japanese yen closed
at 138.03 yen per U.S. dollar, appreciating 7.2% from the
previous month.

Among the TSE 33 industrial sectors, 24 sectors rose
led by Marine Transportation, Wholesale Trade, Banks,
Nonferrous Metals, and Iron & Steel while 9 sectors fell
led by Precision Instruments, Rubber Products, Oil &
Coal Products, Information & Communication, and Other

Products.

TOPIX 12 month forward PER ended at around mid-12x.

In terms of style, value outperformed growth among the
TOPIX universe. Small-cap growth stocks as represented
as the Mothers index extended gains (+6.43%).

Quarter-to-date performance

Quarter-to-date, the TOPIX index has risen 8.15% and
the Nikkei 225 Stock Average index has risen 7.83%. The
Japanese yen has risen 4.6% against the U.S. dollar.

Year-to-date performance

Year-to-date, the TOPIX index has fallen 0.34% and the
Nikkei 225 Stock Average index has fallen 2.86%. The
Japanese yen has fallen 19.9% against the U.S. dollar.

Corporate Earnings

TSE Prime Market listed companies reported 20% growth
in top line and 5% growth in operating profits for the July-
September quarter, largely in line but slightly falling short
of consensus. Companies’ forward guidance for the full
year has also fallen to low single digit earnings growth,
largely due to rising costs, shortage of semiconductors
and other components, weak pricing power, and
uncertainty over the prospects of the global economy.

Politics

Cabinet approval ratings continued to slide and has
fallen below 40% to the lowest level since Kishida took
power as two more ministers were forced to resign from
the cabinet. On the policy front, Prime Minister Kishida
has passed 29 trillion yen supplementary budget bill in
the House of Representatives.

Covid response

The number of new infections has risen to around
100,000 cases a day toward the end of November but
no new measures have been introduced to curve the
infection.
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Market Outlook

We remain cautiously optimistic, in principle, on the
stock market due to resilient corporate earnings outlook,
and undemanding stock valuations, supported by the
recovery of domestic consumption as the economy
reopens, and domestic capital expenditure as companies
intensify investments at home to increase productivity
and secure supply chain.

Market turbulence due to rising interest rates in the
U.S. and in Europe, inflationary pressure arising from
supply-chain bottlenecks, high resource prices, labour
shortage and global recession remain risks to our main
scenario. Ongoing conflict between Russia and Ukraine
poses a grave threat to world peace and risks to the
global economy with prolonged implications such as
high resource prices and high transportation costs. We
note that these factors will be detrimental to the global
economy and corporate earnings.

In the near term, withdrawal of border entry limits and
expansion of localised travel promotions to nationwide
in Japan will boost domestic consumption, underpinning
the domestic economy and offsetting slowing global
growth. Changes in zero-Covid policy in China, easing
lockdowns and travel restrictions, will provide positive
catalysts, boost the global economy and support stock
markets.

Given the downshift in the pace of interest rate increases
in the U.S., and potential review of the existing ultra-easy
monetary policy by the Bank of Japan early next year, we
expect the Japanese yen to halt falling further, possibly
reversing the course and appreciate against the U.S.
dollar.

Upcoming Major Events

+  FOMC on 13-14 December

«  FOMC on 1 February 2023

+  FOMC on 22 March 2023

*  BoJ Governor Kuroda’s term ends on 8 April 2023
+  FOMC on 3 May 2023

*  G7 Hiroshima Summit in May 2023

This note does not relate to your current investments
with Asset Management One. The market comment
has been provided by Mr Serge Kasai, Senior Product
Specialist based in our Tokyo office.
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Contact Information

Asset Management One International Ltd.
30 Old Bailey

London

EC4M 7AU

UK

Telephone
+44 (0)207 329 3777

Email
business.development@am-one-int.co.uk

Website
www.am-one-int.co.uk

Report prepared by

Global Business Development Group

Asset Management One Co., Ltd.
Tekko Building, 8-2

Marunouchi 1-chome

Chiyoda-ku

Tokyo 100-0005

Japan

Net Zero Asset Managers Initiative

Asset Management One is one of the 30 founding members
of the Net Zero Asset Managers Initiative.

https://www.netzeroassetmanagers.org/#
LinkedIn

www.linkedin.com/company/asset-management-one-
international-ltd.
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|| Principles for
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EEE Investment

Disclaimers

Asset Management One International Ltd. (“AMOI”) is authorised and regulated by the Financial Conduct Authority (“FCA”) in the UK. AMOI is the UK subsidiary of
Asset Management One Co., Ltd. in Japan (“AMO Tokyo”).

AMO Tokyo is regulated by the Financial Services Agency in Japan and conducts its discretionary investment advisory business as a registered and licensed investment
advisor under the Financial Instruments and Exchange Act of Japan.

This material was prepared by AMO Tokyo for informational purposes only, and is neither an offer to buy or sell, nor a solicitation of an offer to buy or sell any security,
instrument, or investment, nor a solicitation or an offer of any service (the “Transaction”) and does not guarantee any realisation of the Transaction.

This material is only for and is directly only at persons who are qualified as Professional Clients or Eligible Counterparties under the rules of the FCA or equivalent client
categories in certain jurisdictions, including institutional investors and financial intermediaries. Any persons falling into other client categories, including Retail Clients
and persons who are restricted in accordance with US, Japanese or other applicable securities laws, should not rely or act upon it. If you have any doubt about any of
the information in this material, please consult your financial advisor.

The information and opinions expressed in this material are based on views of the investment team at AMO Tokyo, publicly available information, and information that
AMOI has legally obtained and believes to be reliable, accurate, and complete. However, AMOI does not guarantee the reliability, accuracy or completeness of the
information and opinions expressed in this material.

Furthermore, the information and opinions contained in this material is only current as of the date this material was prepared and are subject to change without
notice, and they may be affected by changes in the initial premises due to factors including, but not limited to, shifts in the market environment, and/or amendments
in accounting, taxation and other applicable laws, rules and regulations. Any hypothetical illustrations, forecasts and estimates contained in this material are forward-
looking statements and are based upon various assumptions. Changes to assumptions may have a material impact on forward-looking statements. The assumptions
presented herein are strictly hypothetical, and this material does not suggest or specify all possible risks relating to the Transaction.

AMOI assumes no duty to update any statement in this material.

The value of an investment portfolio and the income from it may fall as well as rise, and investors may not get back the amount originally invested. Past performance
is not necessarily a guide to the future performance.

The decision to use the information and opinions expressed in this material and/or whether to enter into the Transaction should be made based on the sole judgment of
each individual receiver of this material. It is recommended that each individual receiver of this material should consult with their legal, investment, accounting, tax and
other professional advisers in order to make an independent determination of the suitability, risks and consequences of the Transaction before such decision is made.
Nothing in this material shall constitute an obligation on either the recipient of the material or AMOI to enter into the Transaction.

The intellectual property and all other rights pertaining to the data published in this documentation including benchmark indices shall remain the property of the
publisher and licensor.

Regardless of the purpose, any reproduction or circulation, in part or in whole, and/or use of this report in any shape or form without the prior written consent of AMOI
is strictly prohibited. All liability under any applicable laws howsoever arising in connection with the use of this material by the recipient is hereby excluded to the fullest
extent permissible by law.
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