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» World Economic Outlook (IMF)

Outlook for Real GDP Growth Rate (y/y)

(%. %Pp1)

Estimation/Prediction Revision
Performance as of Oct. 2020 Jun-Oct 2020
2019 2020 2021 2020 2021
World Output 2.8 -4.4 5.2 0.8 -0.2
Advanced Economies 1.7 -5.8 3.9 2.3 -0.9
United States 2.2 -4.3 3.1 3.7 -1.4
Euro Area 1.3 -8.3 52 1.9 -0.8
Germany 0.6 -6.0 4.2 1.8 -1.2
United Kingdom 15 -9.8 59 04 -04
Japan 0.7 -5.3 2.3 0.5 -0.1
Emerging Market and
Developing Economies & e el 02 02
Sub-Saharan Africa 3.2 -3.0 3.1 0.2 -0.3
Emerging Europe 2.1 -4.6 3.9 1.2 -0.3
Russia 1.3 -4.1 2.8 25 -1.3
Emerging Asia 55 1.7 8.0 -0.9 0.6
China 6.1 1.9 8.2 0.9 0.0
India 4.2 -10.3 8.8 -5.8 2.8
ASEAN-5 49 -34 6.2 -14 0.0
Middle Eastand
Central Asia 14 -4.1 3.0 04 -0.5
Latin America and
the Caribbean 0.0 -8.1 3.6 1.3 -0.1
Brazil 1.1 -5.8 2.8 3.3 -0.8

Source: IMF “World Economic Outlook”; Compiled by DIR.
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Source: IMF “World Economic Outlook”; Compiled by DIR.
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. Real GDP Growth: Comparison with GFC

Emerging market and

World Advanced economies : :
developing economies
(Y/y, %) Yy, %) (Y/y, %)
8 8 - 8 -
6 - 6 1 61
4 4 4 -
2 4 2 1 2 A

Global Financial Crisis (2008~11)

——CoVID-19 (2019~~22)
-8 L 1 ) -8 L 1 J -8 L 1 )

-1 0 1 2 -1 0 1 2 -1 0 1
(Year) (Year) (Year)
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Source: IMF “World Economic Outlook”, Haver Analytics ; compiled by DIR.
Note 1) Advanced economies and emerging market and developing economies as defined by IMF.
2) “0"represents 2020 COVID-19 crisis, 2009 Global Financial Crisis.
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- Consumption In US: comparison with the GFC

Total Durable Goods Services

1157 Global Financial Crisis (Aug-08=100) 115 1 115 1
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Source: Haver Analytics; complied by DIR.
Note: Latest data as of end September 2020.
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. DIR Outlook for Japan’s Economy (November 20, 2020)

Outlook for Japan’s real GDP
Growth Rate in 2021

Stage the status of infections Risk + Fi o
: isk + Financia
| Zero, sporadic (%) Main Scenario Risk Scenario Crisis Scenario
Il Gradual increase 4
i Rapid increase 20
\Y) Explosion 2
Risk + Fi ial
Main Scenario Risk Scenario IS. . |nanC|.a 0
Crisis Scenario
Stage IV occurs twice in 2021, once -0.8
Stat fS d of . X T -
atus o prea ° Stages I-lll in the first half and then in the 2
Infection
second half of the year
Request§ on a regional Stage IV: Month-long state of -4
Measures to prevent basis to cease
. . emergency declared for all
spread of the operations and practice :
. . o : prefectures (lockdown occurs during
COVID-19 infection |self-restraint in going out o -6
X same period in the US and Europe)
as appropriate
Outlook for real GDP
growth rate in 2021 +2.0% -0.8% -1.7% -8
(2020:-5.3%)
-10

Source: Statistics from Each Country; compiled by DIR.

Note 1) We used a classification into four stages with reference to the definitions of the Novel Coronavirus Infectious Diseases Control Subcommittee established
by the government.

2) Assumptions: Public works spending is expected to grow by +2.3% in FY20, and +1.0% in FY21.We see an average exchange rate of Y105.5/$ in FY20,
and Y104.0/$ in FY21.US real GDP growth is seen at -3.6% in CY20 and +3.6% in CY21.
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. Real GDP Growth Trends Shift Downwards

(2008 Q1=100) Japan Est. (2008 Q1=100) U.S. Est.
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Real GDP Growth Rates after 2000 Q1 (Annual Average Rate, %)

Japan U.S. UK Eurozone

Before Global Financial Crisis: ~2008 Q1 1.2 24 2.6 2.0

After Global Financial Crisis: ~2019 Q4 0.7 2.0 1.7 1.3

After the Outbreak of COVID-19: ~2020 Q3 0.5 1.8 1.1 1.0

Source: Japan Cabinet Office, Japan Center for Economic Research, U.S. Department of Commerce, U.S. Congressional Budget Office, UK Office for National Statistics,
European Commission; compiled by DIR.
Note 1) Solid lines indicate GDP trends from 2000 Q1 to 2008 Q1. Dotted lines indicate GDP trends from 2009 Q3 to 2019 Q4.
2) The prediction references the ESP Survey of the Japan Center for Economic Research in the case of Japan (11 Nov. 2020), and the U.S. Department of Commerce
and U.S. Congressional Budget Office in the case of the U.S. (2 Jul. 2020). The European Commission is referenced for the UK and the Eurozone (5 Nov. 2020).
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. Natural Rate of Interest and Potential Growth

The natural rate of interest (r*) Potential growth rate (y*)
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Source: Holston, K., T. Laubach, and J. C. Williams (2017): "Measuring the Natural rate of Interest: International
Trends and Determinants, " Journal of International Economics, Fujiwara et al. (2016): "Supplementary Paper
Series for the "Comprehensive Assessment” (2): Developments in the Natural Rate of Interest in Japan," Bank of
Japan Review Series 16-E-12, Bank of Japan

Source: Toshitaka Sekine, Hitotsubashi University “Economic Crisis and Recovery with COVID-19” (September 9, 2020)
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. Japan’s Real GDP Growth Rate

Japan’s Real GDP Growth Rate

Compound average growth rate, %

6
o7 Rate of change in the number of employees
5 I Labor productivity(Real GDP per capita) rate of up
4 Real GDP growth rate
3
2 projection
—»
1 0.9
0
0.4
-0.2
-1 -0.7 1.0
-2
1970s 1980s 1990s 2000s 2010s 2020s 2030s

Source: Prepared by DIR based on Cabinet Office data, Ministry of Internal Affairs and Communication, National Institute of Population
and Social Security Research

Note: The rate of change in the number of workers after 2020 is the average annual rate of change in the number of employees which was
calculated based on the estimated future population (based on both birth and death at mid-level) and the outlook of employment rate
(based on a scenario whereby employment rate for each age group and gender stays at 2019 level).
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. Change in Shape of Yield Curve

(%)
2.0 -

1.5 -
1.0 -
0.5 -

0.0

-1.0 -
M 3M 6M 9M 1Y 2Y 3Y 4Y 5Y 6Y 7Y 8Y 9Y 10Y 15Y 20Y 30Y 40Y

Quantitative & Qualitative
Monetary Easing Introduced
(2013/3/7)

Latest(2020/12/1)

After Negative Interest
Rate Policy
(2016/7/7)

(Current Maturity)

Source: Haver Analytics; compiled by DIR.

Daiwa Institute of Research Ltd.  Copyright © 2020 Daiwa Institute of Research Ltd. All rights reserved.



Inflation-overshooting Commitment (BOJ) and Average Inflation

g Targeting (Fed)

Inflation-overshooting Commitment

_ (BOJ)
Inflation rate
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Expansion of monetary base continues

BOJ will continue expanding its monetary base until
the year-on-year rate of increase in the observed CPI
exceeds 2 percent and stays above that level in a
stable manner.

Source: Bank of Japan; compiled by DIR.

Average Inflation Targeting
(Fed)

(Inflation rate, %)

(Year)

“Following periods when inflation has been running
persistently below 2 percent, appropriate monetary
policy will likely aim to achieve inflation moderately
above 2 percent for some time."

Source: Fed; compiled by DIR.
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. New Lender of Last Resort

New LLR

Example

MMLR ( Market Maker of Last Resort)

(ECB) Temporary asset purchase programme of private and public sector securities.
(Fed) Outright Purchases of CP, Corporate Bonds, and Government bonds.
(BOJ) Outright Purchases of CP and Corporate Bonds

GLLR ( Global Lender of Last Resort)

Central Bank Dollar Liquidity Swap Line

ELLR ( Expanded Lender of Last Resort )

(ECB) TLTROIII, PELTRO

(Fed) Main Street Lending Program (MSLP)

(BOJ) Special Funds-Supplying Operations to Facilitate Financing in Response
to the Novel Coronavirus (COVID-19)

(BOE) Term Funding Scheme with additional incentives for SMEs (TFSME)

Source: BOE, BOJ, Fed, ECB; compiled by DIR
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. Progress of Currency Swap Lines

Transition of USD-Supply Outstanding

in Major Countries
Aftermath of GFC

(100 million USD)

1 Bank of Japan
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Source: DIR
Note: FRB: Federal Reserve, BOJ: Bank of Japan, ECB: European Source: NY Fed; complied by DIR
Central Bank, BOE: Bank of England, BOC: Bank of Canada, SNB:
Swiss National Bank.
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. Number of Deposit-taking Institutions

City | Longerm | TTUSt | suptotal | Regional |  Credit Credit Total
Banks |credit Banks| Banks Banks | Unions [Cooperatives
End FY1971 14 3 7 24 132 483 524 | 1163
Z [ |End FY1989 13 3 16 | 32 132 454 415 | 1,069
m | |End Fy2019 5 0 14 | 19 102 255 145 553
O —
2 | [change 8 3 P 30|  -199 270 516
& | |rate of Change 620| -100%|  -13%|  -41%|  -23%|  -44% 65%|  -48%
&
S
()
oy}
c
@

Source: Deposit Insurance Corporation Japan; Compiled by DIR.
Notes: 1) Subtotal is total of city banks, long-term credit banks, and trust banks.
2) Total includes other financial institutions.
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. Measures to Enhance Resilience of Regional Financial System

O Antimonopoly Special Provisions Law
Exempting mergers between regional banks from antimonopoly rules.

O Special Deposit Facility to Enhance the Resilience of the Regional Financial System

Eligible financial institutions that meet ( i ) To strengthen business foundations to a designated degree, or,
(ii ) To make an institutional decision on mergers, business integration, or certain forms of acquisitions toward
strengthening business foundations shall be remunerated in excess reserve balances.

O Subsidy for regional financial institutions

Regional financial institutions who make decisions on mergers will receive subsidies from the government.

O Act on Special Measures for Strengthening Financial Functions

Encouraging regional banks affected by the impact of COVID-19 to request government capital injection by easing
collateral conditions (e.g. those regional banks are exempted from the obligation of setting specific management
goals with respect to improvement in profitability and efficiency).
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.|
IMPORTANT

This handout is not intended as a solicitation for investment. Content herein is based on reliable information available at the time the handout was prepared and may be amended or otherwise
changed in the future without notice. We make no representations as to accuracy or completeness. Daiwa Securities Group is the parent of Daiwa Institute of Research Holdings Ltd. (parent of
Daiwa Institute of Research Ltd.) and Daiwa Securities Co.Ltd. Daiwa Institute of Research Ltd. retains all rights related to the content of this handout, which may not be redistributed or
otherwise transmitted without prior consent.

United Kingdom

This handout was produced by Daiwa Institute of Research Ltd., and is distributed by Daiwa Capital Markets Europe Limited which is regulated by The Financial Conduct Authority (“FCA”) and is
a member of the London Stock Exchange and Eurex.

Daiwa Capital Markets Europe Limited may, from time to time, to the extent permitted by applicable UK law and other applicable law or regulation, participate or invest in other financing
transactions with the issuers of the Securities referred to herein (the “Securities”), perform services for or solicit business from such issuers, and/or have a position or effect transactions in the
Securities or options therefore and/or may have acted as an underwriter during the past three years for the issuer of such Securities.

In addition, employees of Daiwa Capital Markets Europe Limited and its affiliate may have positions and effect transactions in such Securities or options and may serve as directors of such
issuers. Daiwa Capital Markets Europe Limited may, to the extent permitted by applicable UK law and other applicable law or regulation, effect transactions in the Securities before this handout
is published to recipients.

This handout is intended for investors who are not Retail Clients within the meaning of the Rules of FCA and should not, therefore, be distributed to Retail Clients in the United Kingdom. This
handout is not to be used or considered as an offer to sell or solicitation of an offer to buy any Securities. Information and opinions contained herein have been compiled or arrived at from
sources believed to be reliable, but neither Daiwa Capital Markets Europe Limited and/or its affiliates accepts liability for any loss arising from the use hereof or makes any representation as to
their accuracy or completeness.

Any information to which no source has been attributed should be taken as an estimate by Daiwa Institute of Research Ltd. This handout is not be relied upon as such or used in substitution for
the exercise of independent judgment. Should you enter into investment business with any Daiwa Capital Markets Europe Limited affiliate outside the United Kingdom, we are obliged to advise
that the protection afforded by the United Kingdom regulatory system may not apply; in particular, the benefits of the Financial Services Compensation Scheme may not be available. Daiwa
Capital Markets Europe Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict management policy is available at
https://www.uk.daiwacm.com/about-us/corporate-governance-regulatory. Regulatory disclosures of investment banking relationships are available at
https://daiwa3.bluematrix.com/sellside/Disclosures.action.

Germany

This handout is distributed in Germany by Daiwa Capital Markets Deutschland GmbH, which is regulated by BaFin (Bundesanstalt fuer Finanzdienstleistungsaufsicht) for the conduct of business
in Germany.

North America

This handout was prepared by Daiwa Institute of Research Ltd.("DIR"), a Japanese company. It may not be accurate or complete and should not be relied upon as such. It reflects the preparer's
views at the time of its preparation, but it is provided with a time delay and does not reflect events occurring after its preparation. The preparer has no obligation to update this handout or to
continue to prepare research on this subject. This handout is not an offer to sell or the solicitation of any offer to buy securities. Unless this handout says otherwise, any recommendation it
makes is risky and appropriate only for sophisticated speculative investors able to incur significant losses. Readers should consult their financial advisors to determine whether any such
recommendation is consistent with their own investment objectives, financial situation, and needs.

This handout does not recommend to U.S. recipients the use of Daiwa Capital Markets America Inc. or its non-U.S. affiliates to effect trades in any security and is not supplied with any
understanding that U.S. recipients will direct commission business to such entities. Unless applicable law permits otherwise, non-U.S. customers wishing to effect a transaction in any securities
referenced in this handout should contact a Daiwa entity in their local jurisdiction. U.S. customers wishing to obtain further information or effect transactions in any securities mentioned in this
handout should contact Daiwa Capital Markets America Inc. ("DCMA"), Financial Square, 32 Old Slip, New York, New York 10005 (telephone 212-612-7000).
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Attention
This cover letter is an unofficial translation. The official document is in Japanese.

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 materials presented along with this cover
letter, we ask you to pay close attention to the following items.

m 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 (including tax) per year as a standing

proxy fee for our deposit of your securities, if you are a non-resident.

m 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**.

m 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.

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

m 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



