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Depository institutions were significant net sellers of foreign bonds

According to the "International Transactions in Securities" data (based on reports from designated
major investors) published by the MOF, outward securities investment by Japanese investors in
February recorded net selling of Y2,427.4bn, a significant reversal from the net buying of
Y1,215.5bn in the previous month (Chart 1). A breakdown shows that for equities (equity and
investment fund shares), net buying increased from Y602.0 bn in January to Y642.1bn in
February. Short-term debt securities switched from net selling of Y9.9bn in January to net buying
of Y352.1bn in February. In contrast, long-term debt securities saw a reversal from net buying of
Y623.3bn in January to net selling of Y3,421.6bn in February.

The weekly data for equities and long-term debt securities shows that Japanese investors were
minor net sellers of equities in the second week of February, but they were net buyers in the first,
third, and fourth weeks. On the other hand, they were net sellers of long-term debt securities in all
four weeks. Notably, the net selling amount in the third week reached Y1,900.8bn, the highest
level since the first week of April 2025.

By investor type (Chart 2), outward securities investment by depository institutions saw net selling
widen significantly to Y3,523.2bn (-Y301.9bn in Jan). A breakdown reveals that equities switched
to net selling (+Y4.8bn in Jan — -Y185.2bn in Feb), while short-term debt securities turned to net
buying (-Y241.8bn in Jan — +Y122.4bn in Feb).
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Chart 3: Outward Securities Investment by Pension Funds Chart 4: Outward Securities Investment by Life Insurers
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Meanwhile, net selling of long-term debt securities widened significantly from Y64.8bn in January
to Y3,460.5bn in February. In the US bond market in February, the 10-year US yield fell by 29.8bp
from the end of the previous month, dropping below 4%. Amid the plunge in US yields, depository
institutions appear to have viewed this as a good opportunity for profit-taking.

Outward securities investment by pension funds (trust accounts) switched to net buying of
Y856.3bn (-Y515.1bn in Jan). A breakdown shows that the net selling of equities narrowed (-
Y1,289.5bn in Jan — -Y370.8bn in Feb), and short-term debt securities switched to net buying (-
Y2.6bn in Jan — +Y10.4bn in Feb). Net buying of long-term debt securities increased (+Y777.1bn
in Jan — +Y1,216.7bn in Feb, Chart 3).

Outward securities investment by life insurers resulted in net selling of Y497.0bn (-Y89.0bn in
Jan). By asset type, both equities (-Y102.7bn in Jan — +Y29.0bn in Feb) and short-term debt
securities (-Y26.5bn in Jan — +Y92.8bn in Feb) switched to net buying. In contrast, long-term
debt securities turned to net selling (+Y40.2bn in Jan — -Y618.7bn in Feb, Charts 4-5).

Outward securities investment via investment trusts posted a slight decline in net buying to
Y1,017.3bn (+Y1,261.8bn in Jan). Net buying of equities decreased (+Y1,463.6bn in Jan —
+Y1,094.0bn in Feb). Meanwhile, net selling of long-term debt securities narrowed (-Y231.2bn in
Jan — -Y174.7bn in Feb), and net buying of short-term debt securities increased (+Y29.4bn in
Jan — +Y98.0bn in Feb, Chart 6). Although the cumulative amount of overseas equity investment
by investment trusts for FY25 expanded to +Y7,675.1bn, it remains below the level of FY24

(Chart 7).
Chart 5: Bond Investment by Life Insurers Chart 6: Outward Securities Investment by Investment Trusts
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Foreign investors are net buyers of domestic assets for the second
consecutive month

Inward securities investment by foreign investors amounted to net buying of Y7,609.6bn. Although
the amount of net buying decreased from Y10,324.0bn in the previous month, this marks the
second consecutive month of net purchases (Chart 8). A breakdown shows that net buying of
equities increased from Y2,841.3bn in January to Y3,393.1bn in February. On the other hand, net
buying decreased for both long-term debt securities (+Y4,941.8bn — +Y2,395.8bn) and short-
term debt securities (+Y2,540.9bn in Jan — +Y1,820.8bn in Feb).

Looking at weekly data for equities and long-term debt securities, foreign investors were net
buyers of equities in all weeks. Notably, net buying in the second week was high at Y1,428.0bn.
Although long-term debt securities were sold on a net basis in the first and second weeks, they
shifted to significant net buying from the third to the fourth week. Following the landslide victory of
the Liberal Democratic Party in the Lower House election on 8 February, net buying of equities
continued, and long-term debt securities also saw net purchases contrary to initial expectations.

Chart 7: Equity Investment by Investment Trusts Chart 8: Inward Securities Investment
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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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