Dalton

22 October 2025

Sanae Takaichi's Next Chapter as Japan’s First Female Prime Minister

On 21 October 2025, Sanae Takaichi was formally elected as Japan'’s first female Prime Minister,
marking a historic moment in the nation’s political history. However, what was expected to be a
straightforward transfer of power when Takaichi-san won the leadership race for the ruling Liberal
Democratic Party (LDP), instead developed into a political drama, with the sudden collapse of the
26-year coalition between the Liberal Democratic Party (LDP) and its junior partner Komeito. On
20 October it was announced that the LDP had found a new coalition partner in the right-leaning
Japan Innovation Party (Ishin), giving Takaichi-san the backing needed to win a vote for Prime
Minister in Japan's lower house of parliament.

While the surprise exit of Komeito introduced near-term political uncertainty, we see no material
change to the medium-term policy outlook for Japan. On the contrary, early cabinet appointments
and the LDP’s formation of a new coalition with Ishin suggest continued alignment on economic
policy and structural reform priorities.

Market Reactions: From Euphoria to Caution

Markets initially cheered Takaichi-san's leadership prospects. The Nikkei index surged toward the
symbolic 50,000-yen mark, boosted by expectations for political stability, defense-sector spending
and policy continuity under the so-called “Takaichi trade.” However, following her formal election
as Prime Minister, markets pulled back from the initial gains. Stocks in sectors such as defense,
infrastructure, and cybersecurity saw broad sell-offs in a classic “sell-the-fact” reaction.

We see the market reaction as a normalization of early enthusiasm, rather than any material shift
in sentiment toward the new leadership. As the new administration shifts from campaign mode
to actual policy delivery, investors are recalibrating their expectations.

Policy Direction Intact: Growth-Focused Cabinet Signals Continuity

Takaichi-san's appointment of Satsuki Katayama as Minister of Finance has attracted particular
attention. A former Ministry of Finance official, Katayama is known for advocating a “responsible
proactive fiscal policy’—balancing growth-friendly spending with fiscal discipline. She is also a
vocal supporter of the “Financial Asset Nation” initiative, which seeks to deepen household
participation in Japan's capital markets—a key reform priority for the Takaichi administration.

Katayama-san's stance is likely to reassure markets that fiscal stimulus will remain targeted and
responsible, supporting both household consumption and equity markets.

Outlook: Policy Continuity with a Shift in Political Dynamics
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We maintain our view on Japan's near-term macroeconomic and market outlook:

e Policy continuity is intact, with the Bank of Japan expected to remain accommodative and
fiscal measures targeted toward household support and industrial competitiveness.

¢ Household income growth and capital market participation are likely to remain key
themes, especially under Katayama-san's influence at the Ministry of Finance.

e Structural reforms and regulatory modernization, especially around corporate governance,
innovation and investor protections should proceed as planned.

e Defense and technology sectors remain strategically prioritized but may experience near-
term volatility as policy is translated into action.

In summary, Takaichi-san's formal rise to the premiership marks a pivotal moment for Japan.
While the political landscape has shifted more abruptly than anticipated, the direction of
economic policy remains fundamentally unchanged and, in some respects, may benefit from
greater decisiveness under a more ideologically coherent coalition.

We look forward to seeing how the new administration’s policies unfold and remain focused on
identifying opportunities for long-term value creation.
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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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