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Election Update

In the 2025 House of Councillors (Upper House) election, Japan’s ruling coalition of the Liberal Democratic Party
(LDP) and Komeito suffered a second consecutive defeat, following its loss in the Lower House last year. As a
result, the ruling bloc has now lost its majority in both chambers of Japan’s National Diet—the country’s two-house
legislature—marking the first such outcome in over a decade and signaling a sharp political shift, driven by
widespread public dissatisfaction with the current administration. The result reflects growing public frustration
over persistent inflation and stagnant real wages, made worse by a sharp rise in rice prices (a symbolic staple for

Japanese households) and the government’s delayed response.
Japan’s Upper House After July 20 Election

(Seats won and held by parties out of 248 total seats)
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Liberal Democratic Party (LDP) 101
Komeito [IE 21
Constitutional Democratic Party 38
B Seats won in this election
Democratic Party for the People (DPP) 22
Seats not contested this time
Japan Innovation Party 19

Sanseito 15

Japanese Communist Party 7

Others 25

Source: Nikkei Asia.
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Two opposition parties emerged as standout winners:

e The Democratic Party for the People (DPP), led by former Finance Ministry official Yuichiro Tamaki, gained
significant momentum by presenting a coherent and practical economic agenda focused on household
income, wage growth, and long-term investment in productivity. The party has positioned itself as a
centrist, market-conscious political force with strong policy-making credentials and a willingness to
engage with both the private sector and international investors. The party’s call for increasing take-home
pay and building a virtuous economic cycle through consumption and wage growth resonated particularly

well with urban middle-class voters.

e The Sanseito (Sansei Party) made its national breakthrough by combining nationalist messaging—such
as “Japan First,” opposition to globalization, and calls to reform public education—with grassroots
campaigning and savvy use of digital platforms. Although some of the party’s rhetoric contains conspiracy-
tinged narratives and isolationist overtones, it successfully mobilized younger voters who feel alienated

from traditional politics. The party’s rise mirrors global trends in populist, anti-establishment movements.

The immediate political consequence is likely to be a “floating minority government”, where the ruling party doesn'’t
hold the required majority of seats to pass laws on its own and requires support from other parties. The current
LDP-Komeito government may attempt to stay in power, but it will likely need to negotiate on a case-by-case basis
with opposition parties to pass legislation. While a full political realignment or new coalition is possible, gridlock
and policy fluidity are more likely in the near term. This situation may introduce some short-term uncertainty,

particularly around the legislative calendar and fiscal priorities.
Outlook

While the near-term political environment introduces greater legislative uncertainty, we believe Japan’s structural
reform trajectory remains intact. That said, three policy areas warrant close monitoring from an investor

perspective:

e Japan's approach to reviving stalled trade and tariff negotiations, including economic partnership

agreements, will be critical for maintaining its global economic integration.

e Implementation of income and consumption tax cuts promised during the campaign will need to be

balanced carefully with maintaining fiscal discipline amid rising government debt.

e Advancement of Japan's long-term growth strategy, focusing on deregulation and innovation policy, will

be challenged by the current fragmented political environment.

Importantly, we believe the capital market reforms jointly driven by the Tokyo Stock Exchange (TSE), the Ministry

of Economy, Trade and Industry (METI), and the Financial Services Agency (FSA) will continue progressing steadily
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despite these political changes. Indeed, the DPP’s rise, with its pragmatic and reform-focused agenda, is likely to
support and even accelerate these initiatives. The party’'s commitment to regulatory modernization, improved
corporate disclosures, and stewardship code enforcement aligns closely with investor interests. We remain
optimistic that this more balanced and policy-savvy opposition will help reinforce market reforms and create an
environment for shareholder engagement and value creation, providing a continued tailwind for engagement-

focused managers such as Dalton.
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IMPORTANT INFORMATION

This document has been prepared for qualified investors, is provided for informational purposes only, and does not constitute a solicitation
of any shares in any investment vehicle managed by Dalton Investments. Such solicitations can only be made to qualified investors by
means of the private placement memorandums, which describe, among other things, the risks of making an investment. Additionally, this

presentation does not constitute investment advice of any kind.

All of the information in this document relating to Dalton Investments, Inc., regulated by the U.S. Securities and Exchange Commission
(SEC). SEC registration does not imply SEC endorsement. No representation or warranty can be given with respect to the accuracy or
completeness of the information, or with respect to the terms of any future offer of transactions conforming to the terms hereof. Certain
assumptions may have been made in the analysis which resulted in any information and returns/results detailed herein. No representation
is made that any results/returns indicated will be achieved or that all assumptions in achieving these returns have been considered or
stated. Additional information is available on request. Opinions and estimates offered constitute our judgment and are subject to change
without notice, as are statements of financial market trends, which are based on market conditions. Unless otherwise indicated, figures

presented are preliminary, unaudited, subject to change and do not constitute Dalton’s standard books and records.

Individual portfolio account returns and holdings within a referenced Dalton composite may vary substantially for such factors including,
among others, account specific restrictions — e.g. whether currency investments are permitted, timing of transactions, contributions,

withdrawals, and market conditions at the time of investment.

PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE PERFORMANCE. THE VALUE OF THE INVESTMENTS AND THE INCOME FROM
THEM CAN GO DOWN AS WELL AS UP AND AN INVESTOR MAY NOT GET BACK THE AMOUNT INVESTED. THESE INVESTMENTS ARE
DESIGNED FOR INVESTORS WHO UNDERSTAND AND ARE WILLING TO ACCEPT THESE RISKS. PERFORMANCE MAY BE VOLATILE, AND
AN INVESTOR COULD LOSE ALL OR A SUBSTANTIAL PORTION OF ITS INVESTMENT.

Any estimates, projections or predictions (including in tabular form) given in this communication are intended to be forward-looking
statements. Although Dalton believes that the expectations in such forward-looking statements are reasonable, it can give no assurance
that any forward-looking statements will prove to be correct. Such estimates are subject to actual known and unknown risks, uncertainties
and other factors that could cause actual results to differ materially from those projected. These forward-looking statements speak only
as of the date of this communication. Dalton expressly disclaims any obligation or undertaking to update or revise any forward-looking

statement contained herein to reflect any change in its expectations or any change in circumstances upon which such statement is based.

Please note that neither the Funds/Composites nor the Investment Manager/Investment Advisor complies with the requirements of the
Alternative Investment Fund Managers Directive (“AIFMD”) of the European Union. No direct or indirect offering or placement of shares by
or on behalf of the Funds/Composites or the Investment Manager may be made to or with investors in member states of the European
Union in breach of either the applicable requirements under the AIFMD or the private placement regime in each relevant member state. You
are receiving this presentation either because (a) you are an existing investor and we are sending you an update to discharge our obligation,
or (b) you have previously requested for submission of such information. If neither of these apply to you, please kindly ignore this
presentation and reply to InvestorRelations@daltoninvestments.com with the subject “AIFMD distribution list review” as soon as possible

so that we can remove you from our relevant distribution list in the future.

Any specific securities referenced herein are holdings as of the date identified in the document and any performance information relates

only to the period covered by this document. No inferences should be made as to the profitability of specific positions overall.
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