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Analyzing early situation for Lower House election

» Various early-stage reports
» This Lower House election entails some uncertainties
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Various media outlets are now reporting on the early-stage situation ahead of the February Lower
House election. Multiple polls are indicating that the Liberal Democratic Party (LDP) will capture
an outright majority of seats. That could further heighten market concerns about expansionary

fiscal policy.

That said, this election has become exceptionally difficult to predict due to the intertwining of
various factors. The situation could change dramatically. So, it is important to note that the

outcome will remain uncertain until all votes are counted.

Early polls also suggest LDP likely to secure outright majority

From the evening of 28 January to the following morning, several media outlets released their

early-stage views of the Lower House election. Both the Nikkei and Yomiuri Shimbun projected
that the LDP will likely secure an outright majority of seats. Kyodo News reported that the LDP,
together with coalition partner Japan Innovation Party (JIP), is poised to secure a majority. The

LDP appears to be holding an early lead.

The Nikkei reported that the LDP is in a position to surpass the 233 seats needed for a majority.
Its analysis concluded that, combined with JIP, an absolute stable majority is possible. The
Yomiuri survey also suggested that the LDP is on track to secure an outright majority. Combined
with JIP, the LDP is projected to exceed an absolute stable majority.

Kyodo News took a slightly different view than the Nikkei and Yomiuri reports, suggesting that the
LDP “appears poised to secure an outright majority.” Combined with JIP, the LDP is projected to

secure a majority.

If the LDP captures an outright majority, that would strengthen Prime Minister Sanae Takaichi’s
position within her party. That could heighten JGB market concerns about expansionary fiscal

policy.

Won’t know results until votes counted; exceptionally difficult to predict

outcome

That said, this election is said to be one of the most difficult to predict in Japan’s history, due to
complex intertwining of various factors. Indeed, the survey results also indicate that close races
are expected in many districts around Japan. We should note that the outcome cannot be

determined until a significant portion of the votes have been counted. So, we need to be careful

as definitive conclusions cannot be made right away.
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The main factors contributing to the LDP’s advantage are provided below. Certain aspects seem
strongly apparent in the various surveys this time.
The rise in popularity of PM Takaichi has prompted conservative voters to again support the
LDP.
Takaichi positioning this election to choose the administration, clearly defining the LDP vs
non-LDP frameworks.
Opposition parties have fielded numerous candidates, making it easier for anti-LDP votes to
split.
The new Centrist Reform Alliance party has yet to gain traction in terms of its naming and
political positioning.
The Japanese Communist Party has begun fielding candidates even in districts where
Centrist Reform Alliance candidates are running.

Meanwhile, the LDP is also seen as having the following weaknesses. Conditions could change
dramatically in a single day, so we will continue to closely monitor analyses of the election
situation.
. Support for Takaichi has a solid core base, but this time it also includes significant backing

from independent voters.

Support beyond this core base is extensive, but thin and prone to movement.

Some voters are simply riding Takaichi’s popularity.

As such, just a single news report can easily change voting behavior.

Also, severe cold waves and heavy snowfall during winter could deter independent voters

from casting ballots, which would be disadvantageous for the LDP.

As Komeito’s supporters shift from supporting the LDP to supporting the Centrist Reform

Alliance, the LDP’s base vote vs the Centrist Reform Alliance could decrease significantly

compared to the era when the LDP competed against the Constitutional Democratic Party of

Japan (which is now part of Centrist Reform Alliance).

The LDP’s longstanding dominance is crumbling.

With numerous candidates running, many districts are closely contested, particularly in

urban areas.

There is the risk that some factors could result in narrow defeats for LDP candidates.
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IMPORTANT DISCLOSURES

This report is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be
made at your own discretion and risk. Content herein is based on information available at the time the report was prepared and may be amended or otherwise
changed in the future without notice. We make no representations as to the accuracy or completeness. Daiwa Securities Co. Ltd. retains all rights related to the
content of this report, which may not be redistributed or otherwise transmitted without prior consent.

Ratings

Issues are rated 1, 2, 3, 4, or 5 as follows:

1: Outperform TOPIX/benchmark index by more than 15% over the next 12 months.

2: Outperform TOPIX/benchmark index by 5-15% over the next 12 months.

3: Out/underperform TOPIX/benchmark index by less than 5% over the next 12 months.
4: Underperform TOPIX/benchmark index by 5-15% over the next 12 months.

5: Underperform TOPIX/benchmark index by more than 15% over the next 12 months.

Benchmark index: TOPIX for Japan, S&P 500 for US, STOXX Europe 600 for Europe, HSI for Hong Kong, STI for Singapore, KOSPI for Korea, TWII for
Taiwan, and S&P/ASX 200 for Australia.

Target Prices
Daiwa Securities Co. Ltd. sets target prices based on its analysts’ earnings estimates for subject companies. Risks to target prices include, but are not limited
to, unexpected significant changes in subject companies’ earnings trends and the macroeconomic environment.

Disclosures related to Daiwa Securities

Please refer to https://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/e_disclaimer.pdf for information on conflicts of interest for Daiwa Securities, securities
held by Daiwa Securities, companies for which Daiwa Securities or foreign affiliates of Daiwa Securities Group have acted as a lead underwriter, and other
disclosures concerning individual companies. If you need more information on this matter, please contact the Research Production Department of Daiwa
Securities.

Explanatory Document of Unregistered Credit Ratings

This report may use credit ratings assigned by rating agencies that are not registered with Japan’s Financial Services Agency pursuant to Article 66, Paragraph
27 of the Financial Instruments and Exchange Act. Please review the relevant disclaimer regarding credit ratings issued by such agencies at:
https://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/credit _ratings.pdf. If you need more information on this matter, please contact the Research
Production Department of Daiwa Securities.

Notification items pursuant to Article 37 of the Financial Instruments and Exchange Law

(This Notification is only applicable to where report is distributed by Daiwa Securities Co. Ltd.)
If you decide to enter into a business arrangement with our company based on the information described in this report, we ask you to pay close attention to the
following items.

= In addition to the purchase price of a financial instrument, our company will collect a trading commission* for each transaction as agreed beforehand with
you. Since commissions may be included in the purchase price or may not be charged for certain transactions, we recommend that you confirm the
commission for each transaction. In some cases, our company also may charge a maximum of ¥2 million per year as a standing proxy fee for our deposit of
your securities, if you are a non-resident.

= For derivative and margin transactions etc., our company may require collateral or margin requirements in accordance with an agreement made beforehand
with you. Ordinarily in such cases, the amount of the transaction will be in excess of the required collateral or margin requirements**.

= There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest
rates, exchange rates, stock prices, real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could
exceed the amount of the collateral or margin requirements.

= There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by our company.

= Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as
certified public accountants.

* The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current
market conditions and the content of each transaction etc.

** The ratio of margin requirements etc. to the amount of the transaction cannot be stated here in advance because it will be determined between our company
and you based on current market conditions and the content of each transaction etc.

When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take
responsibility for your own decisions regarding the signing of the agreement with our company.

Corporate Name: Daiwa Securities Co. Ltd.

Registered: Financial Instruments Business Operator, Chief of Kanto Local Finance Bureau (Kin-sho) No.108

Memberships: Japan Securities Dealers Association, The Financial Futures Association of Japan, Japan Investment Advisers Association, Type II Financial
Instruments Firms Association, Japan Security Token Offering Association
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