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Week 40: 29 Sep - 6 Oct 2025

What's top of investors’ minds?

Japan enters the Sanaenomics era

We have written frequently and constructively about Japanese equities over the past
several weeks, motivated by strong upward revisions to Japanese earnings growth and
expected return on equity. The Liberal Democratic Party's (LDP) election on October 4 of
Sanae Takaichi as new party leader and so likely Japan’s new Prime Minister, should
support a continuation of better earnings growth in Japan. Ms. Takaichi's “responsible
proactive fiscal policy”, Sanaenomics for short, should prove to be fiscally expansionary
over time.

Consensus estimates for Japanese earnings are rising
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To be sure, Takaichi has advocated an extension of the past ‘Abenomics’ policy approach,
emphasising greater government direction over monetary policy to stimulate the
economy, flexible fiscal policy, and government investment in strategic sectors. The last,
which she refers to as “crisis management investment” includes government support of
Artificial Intelligence, semiconductors, nuclear fusion, biotechnology, and defense.

The LDP's lack of a majority in the Diet means that Takaichi will need to form a coalition
with other parties to produce a FY25 supplementary budget by year-end and then a FY26
budget. As such, uncertainty about the specifics of fiscal policy is high. However, for the
FY25 supplementary budget, her focus seems to be on abolishing the provisional
gasoline tax, expanding central government support for municipalities, and pulling
forward medical and long term fee schedules, but she has expressed reservations about
a consumption tax cut. Our read is that this mix would result in a mild fiscal stimulus.

For the FY26 budget, we expect her to try to turn policy more clearly expansionary.
Possibilities include raising income tax thresholds and raising deduction amounts for
households and implementing her plans for government investment in strategic sectors.
We do not rule out a return to reductions in consumption taxes, particularly for food. She
is likely to promote a more rapid increase in Japan's defense spending as a share of GDP.
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We also expect Ms Takaichi to advocate for the Bank of Japan (BoJ) to continue running
an expansionary monetary policy. We continue to think the greatest likelihood is that the
BoJ delays its next policy rate hike until January 2026. If correct, this could lead to
further near-term yen weakness following the 1.6% drop vs. the USD so far today.

We expect any yen weakness to be contained by a need for the BoJ to continue to signal
future policy rate hikes. Core inflation momentum is well above the BoJ's 2% inflation
target and is unlikely to fall given the real policy rate is negative and the economy is
growing close to or above potential.

Japanese core CPI inflation momentum remains well above the BoJ's target
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Market Review

The stock market rose over the past week, with the MSCI ACWI Index and S&P 500 Index both rising by 1.7% and 1.1% respectively. Asia
Pacific ex Japan and Emerging Markets (EM) equities performed even better, up 4.0% and 3.7% respectively. Returns from Japane se equities
were more muted (on a USD basis), as investors awaited the results of the Liberal Democratic Party’s leadership race. The US Dollar Index
(DXY) weakened over the week, down -0.4% overall, whilst gold rose further, up 2.8% over the week and 46.3% over the past year. Investors
digested the US government shut down, due to an impasse between congressional Republicans and Democrats over a spending bill, and
the likely disruption to government services, as well as delays to the publication of official economic data. In fixed income markets, global
government bonds outperformed, whilst returns from global high yield credit were more modest, as US Treasury yields declined on growth

concerns amid the risk of an extended US government shutdown.
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Market Data

Government Bonds Close 1 week 1 month 3 month 1year Y1 52 week high 52 week low
change (%) change (%) change (%) change (%) change (%)

US Treasury Yield (%)

10 Year 4.12 -1.62 -2.18 -5.09 6.99 -10.01 4.81 3.85

10 Year Bond Yield (%)

Japan 1.66 0.12 1.71 15.03 101.33 52.25 1.66 0.83

China 1.88 -1.88 5.80 14.37 -13.06 11.79 2.18 1.61

Australia 4.32 -1.64 -2.55 3.23 8.08 -1.08 4.70 4.00

Singapore 1.92 -1.03 0.63 -8.97 -28.62 -32.96 3.09 1.76

Malaysia 3.46 -0.46 1.05 0.41 -8.26 -9.55 3.99 3.36

Indonesia 6.33 -1.62 -1.19 -4.11 -2.98 -9.90 7.30 6.30

Close 1 week 1 month 3 month 1year YTD 52 week high 52 week low

change (%) change (%) change (%) change (%) change (%)

Bond Indices

Bloomberg Global Aggregate USD 94.90 0.23 0.59 0.49 -0.64 1.22 95.51 92.65

Bloomberg U.S. Aggregate USD 94.00 0.34 1.00 1.95 0.32 3.95 94.43 89.27

1 week 1 month 3 month 1year YTD
change (%) change (%) change (%) change (%) change (%)
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Disclaimer

This document is produced by Eastspring Investments (Singapore) Limited and issued in:

Singapore by Eastspring Investments (Singapore) Limited (UEN: 199407631H)

Australia (for wholesale clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in Singapore, is
exempt from the requirement to hold an Australian financial services licence and is licensed and regulated by the Monetary Authority of Singapore
under Singapore laws which differ from Australian laws.

Hong Kong by Eastspring Investments (Hong Kong) Limited and has not been reviewed by the Securities and Futures Commission of Hong Kong.
Indonesia by PT Eastspring Investments Indonesia, an investment manager that is licensed, registered and supervised by the Indonesia Financial
Services Authority (OJK).

Malaysia by Eastspring Investments Berhad (200001028634/ 531241-U) and Eastspring Al-Wara’ Investments Berhad (200901017585 / 860682-K).
Thailand by Eastspring Asset Management (Thailand) Co., Ltd.

United States of America (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in
Singapore and is registered with the U.S Securities and Exchange Commission as a registered investment adviser.

European Economic Area (for professional clients only) and Switzerland (for qualified investors only) by Eastspring Investments (Luxembourg) S.A.,
26, Boulevard Royal, 2449 Luxembourg, Grand-Duchy of Luxembourg, registered with the Registre de Commerce et des Sociétés (Luxembourg),
Register No B 173737.

Chile (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in Singapore and is
licensed and regulated by the Monetary Authority of Singapore under Singapore laws which differ from Chilean laws.

The afore-mentioned entities are hereinafter collectively referred to as Eastspring Investments.

The views and opinions contained herein are those of the author, and may not necessarily represent views expressed or reflected in other
Eastspring Investments’ communications. This document is solely for information purposes and does not have any regard to the specific
investment objective, financial situation and/or particular needs of any specific persons who may receive this document. This document is not
intended as an offer, a solicitation of offer or a recommendation, to deal in shares of securities or any financial instruments. It may not be
published, circulated, reproduced or distributed without the prior written consent of Eastspring Investments. Reliance upon information in this
document is at the sole discretion of the reader. Please carefully study the related information and/or consult your own professional adviser before
investing.

Investment involves risks. Past performance of and the predictions, projections, or forecasts on the economy, securities markets or the economic
trends of the markets are not necessarily indicative of the future or likely performance of Eastspring Investments or any of the funds managed by
Eastspring Investments.

Information herein is believed to be reliable at time of publication. Data from third party sources may have been used in the preparation of this
material and Eastspring Investments has not independently verified, validated or audited such data. Where lawfully permitted, Eastspring
Investments does not warrant its completeness or accuracy and is not responsible for error of facts or opinion nor shall be liable for damages
arising out of any person’s reliance upon this information. Any opinion or estimate contained in this document may subject to change without
notice.

Eastspring Investments companies (excluding joint venture companies) are ultimately wholly-owned/indirect subsidiaries of Prudential plc of the
United Kingdom. Eastspring Investments companies (including joint venture companies) and Prudential plc are not affiliated in any manner with
Prudential Financial, Inc., a company whose principal place of business is in the United States of America or with the Prudential Assurance Company
Limited, a subsidiary of M&G plc (a company incorporated in the United Kingdom).

Sources

Asset performances: (bar charts) Eastspring Investments, Refinitiv, as at 3 October 2025. Equities: using MSCl indices in USD, United States is using
the S&P 500. Corporate Bonds: using ICE BofA indices in USD. Government Bonds: using the FTSE Global Sovereign Bond index, in USD. Gold is
London Bullion Market US Dollar per Metric Tonne. DXY is US Dollar Index. (line charts) Eastspring Investments, Refinitiv, as at the end of the prior
week, rebased to 100 as at 1 year ago. Equities: MSCl indices, in USD. Corporate Bonds: using Bloomberg indices in USD. Government Bonds: using
ICE BofA US 10 Year US Treasury and ICE BofA 7-10 Year Euro Government indices. Commodities: Gold is London Bullion Market US Dollar per Metric
Tonne Ounce. Copper is LME Copper Grade A Cash US Dollar per Metric Tonne. Oil is Crude Oil WTI Spot Cushing US Dollar per Barrel. US Dollar is US
Dollar Index.

Market data: Eastspring Investments, Refinitiv, as at 3 October 2025. Equities: MSCl indices in USD, other indices in local currency. Other indices or
assets as stated. Please note that there are limitations to the use of such indices as proxies for the past performance in the respective asset
classes/sector. The historical performance or forecast presented in this slide is not indicative of and should not be construed as being indicative of or
otherwise used as a proxy for the future or likely performance of the Fund
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