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GOVERNANCE Reflation during the
REFORMS PILLARS Takaichi era
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Companies are shedding low-margin units Average EPS

hile i . dsh hold growth forecast
while increasing capex and shareholder for 2026-28 Average EBITDA
payouts. Margin forecast
This helps to improve fundamentals and for 2026-28
attract investors.

With households increasingly and persistently
0 0 convinced that prices will rise, Japanese
from 53 /0 to 69 /0 corporates are delivering not only higher revenues
Japan's share of companies with but also margin expansion and meaningful

Price to Book Ratios above 1 earnings growth despite tariff shocks.
Dec 2023 vs Dec 2025

Source: Amundi Investment Institute, Factset, data as of 23 February 2026.

“Deflation has ended. Persistent inflation expectations and Prime Minister Sanae
Takaichi’s pro-growth agenda are strengthening the outlook for Japanese equities.”

Claire Huang
Senior EM Macro Strategist, Amundi Investment Institute
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Japan’s equity has started to outperform
TOPIX over/under performance vs the average of the S&P 500 and STOXX Europe 600
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Source: Bloomberg , Amundi Investment Institute, as of 20/02/2026.

“There are two secular forces at play driving the improvement in Japanese earnings:
reflation and enhanced capital productivity. These tailwinds are unique, and investors
should benefit as the valuation discount progressively unwinds relative to other

markets."
Barry Glavin, Head of Equity, Amundi

As Japan’'s ROE improves, there is potential for further PBR expansion

The share of companies with ROE > 8% ROE gains are driving a rerating, with room to close
has increased over the past 2 years some of the gap with other markets
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Unlocking Japanese equity upside

An investor view on Japan equity opportunities

Small and Mid-Caps

A value-oriented approach
targeting small- and mid cap
(SMID) companies trading
below book value and holding
substantial unused cash can
benefit investors.

Clear catalysts to unlock value
include the sale of non-core
assets, higher dividends or
buybacks, and improved
communication and
governance.

Assessing management's
commitment to value creation
is critical.

Banks

Banks stand to benefit from
reflation, governance reforms,
and further BoJ rate hikes, which
support domestic net interest
margins, ROE, and shareholder
returns.

Many banks have strong capital
buffers, providing room to
increase dividends and
buybacks. While a few have
acted, most still need to follow
suit.

If banks tighten capital
discipline, cut costs, and
improve governance, the
sector—especially regional
banks—could be well-positioned
for a sustained rerating.

Industrials

Construction looks set to be a
clear winner. Order book
margins are improving and
should appear in earnings over
the next few years

Contractors have regained
pricing power and are being
more selective in project choice.
This momentum is reinforced by
reform-driven pressure to
enhance capital efficiency and
divest non-core assets

Many companies also have
scope to boost shareholder
returns and pursue M&A.

“The end of deflation and faster governance reform make balance-sheet repair
essential. Companies must only back investments with clear returns and pricing

power, and markets are likely to reward such actions.”

Hiromi ISHIHARA, Head of Equity Japan, Amundi
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In an increasing complex and changing world, investors need to better understand their environment
and the evolution of investment practices to define their asset allocation and help construct their
portfolios.

This environment spans across economic, financial, geopolitical, societal and environmental dimensions. To help
meet this need, Amundi has created the Amundi Investment Institute.

This independent research platform brings together Amundi's research, market strategy, investment themes
and asset allocation advisory activities under one umbrella; the Amundi Investment Institute. Its aim is to
produce and disseminate research and Thought Leadership publications which anticipate and innovate for the
benefit of investment teams and clients alike.

Visit us on

Visit our Research Center
DIRIOIEIC)
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Vincent Mortier i

Group Chief Investment Officer, Amundi Laura Fiorot

. Head of Investment Insights and Client Division, AII*
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Deputy Group Chief Investment Officer, Amundi Paula Niall
Investment Insights and Client Division, AIl*
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Digital Art Director and Senior Designer, AIl*
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IMPORTANT INFORMATION

The MSCI information may only be used for your internal use, may not be reproduced or disseminated in any form and may not be used as a basis for or a component of any
financial instruments or products or indices. None of the MSCI information is intended to constitute investment advice or a recommendation to make (or refrain from
making) any kind of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an indication or guarantee of any future
performance analysis, forecast or prediction. The MSCI information is provided on an “as is” basis and the user of this information assumes the entire risk of any use made
of this information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or creating any MSCI information (collectively, the
“MSCI Parties”) expressly disclaims all warranties (including, without limitation, any warranty of originality, accuracy, completeness, timeliness, non-infringement,
merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other damages. (www.mscibarra.com). The
Global Industry Classification Standard (GICS) SM was developed by and is the exclusive property and a service mark of Standard & Poor's and MSCI. Neither Standard &
Poor's, MSCI nor any other party involved in making or compiling any GICS classifications makes any express or implied warranties or representations with respect to such
standard or classification (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy,
completeness, merchantability or fitness for a particular purpose with respect to any of such standard or classification. Without limiting any of the forgoing, in no event
shall Standard & Poor's, MSCI, any of their affiliates or any third party involved in making or compiling any GICS classification have any liability for any direct, indirect,
special, punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages.

This document is solely for informational purposes. This document does not constitute an offer to sell, a solicitation of an offer to buy, or a recommendation of any security
or any other product or service. Any securities, products, or services referenced may not be registered for sale with the relevant authority in your jurisdiction and may not
be regulated or supervised by any governmental or similar authority in your jurisdiction. Any information contained in this document may only be used for your internal
use, may not be reproduced or redisseminated in any form and may not be used as a basis for or a component of any financial instruments or products or indices.
Furthermore, nothing in this document is intended to provide tax, legal, or investment advice. Unless otherwise stated, all information contained in this document is from
Amundi Asset Management S.A.S. and is as of Diversification does not guarantee a profit or protect against a loss. This document is provided on an “as is”
basis and the user of this information assumes the entire risk of any use made of this information. Historical data and analysis should not be taken as an indication or
guarantee of any future performance analysis, forecast or prediction. The views expressed regarding market and economic trends are those of the author and not
necessarily Amundi Asset Management S.A.S. and are subject to change at any time based on market and other conditions, and there can be no assurance that countries,
markets or sectors will perform as expected. These views should not be relied upon as investment advice, a security recommendation, or as an indication of trading for any
Amundi product. Investment involves risks, including market, political, liquidity and currency risks. Furthermore, in no event shall Amundi have any liability for any direct,
indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other damages due to its use.

Document issued by Amundi Asset Management, “société par actions simplifiée”- SAS with a capital of €1,143,615,555
Portfolio manager regulated by the AMF under number GP04000036

°
Head office: 91-93 boulevard Pasteur, 75015 Paris - France - 437 574 452 RCS Paris - www.amundi.com. Amundl
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