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Households' perceived inflation is rising. The rapid uptrend in food prices is increasing the
pressure felt by households and in turn heightening their perceptions of inflation. The yen’s recent
weakness is also focusing attention on upside risks to inflation. The Bank of Japan (BOJ) has
indeed begun to revise its view of forex and has stated that yen weakness could create upside
risk for inflation. If a weaker yen continues to drive up prices, this would further increase
households' perceived burden.

Households' perceived inflation rising

The BOJ's Opinion Survey on the General Public’s Views and Behavior (Opinion Survey),
released on 19 January, showed that households' average current perceived inflation (y/y) rose
again to +17.8%, from +16.9% in the previous survey. Households' five-year inflation expectations
(an indicator of longer-term expectations) also remain elevated, though the uptrend has slowed.
Households’ perceived inflation is rising, and they appear to expect prices to continue increasing.
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Recent inflation, particularly soaring food prices, is intensifying the burden on households. As a
result, they are more likely to believe that “prices will continue to rise in the future,” leading to
higher inflation expectations. The most commonly cited “Reason(s) for Considering That Prices
Will Rise over the Next Five Years” in the Opinion Survey is indeed that “prices have gone up
recently.”

Important disclosures, including any required research certifications, are provided on the last page of this report.
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When considering “Major Factor(s) to Be Considered When Making Spending Decisions for the
Year Ahead,” the largest number of respondents cited “future developments in prices,” suggesting
that price movements will be a key determinant of household spending habits.

Reasons for Considering That Prices Will Go Up over Next Five Major Factor(s) to Be Considered When Making Spending

Years

Economic conditions will improve
over the same period

Prices should go up in the medium

to long term

The present price levels

Prices have gone

Decisions for the Year Ahead

Other I Other
mSep-25 mDec-25
mSep-25 MDec-25

Whether there are appealing goods and services

An increase or decrease in leisure time and holidays

- Future developments in prices
are too low I Progress in loan repayments
An increase or decrease in the value of my household's
assets such as savings, stocks, and real estate

up recently

An increase or decrease in my household's income

0 20 40 60 80 100
(%) 0 20 40 60 80
(%)
Source: BOJ; compiled by Daiwa. oA . .
Note: Replies to question asked of those who expect prices to rise over the next five years "Why Source: BQJ’ comp! ’qu by“Dal wa. o .
do you think prices will go up? (Choose all applicable answers)." Note: Replies to question “Which of the following is/are the major factor(s) that your household

will consider when making spending decisions for the year ahead? (Choose all applicable
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Rising asking rents another major drag on household finances

Rising asking rents are also a major drag on household finances. According to “Rental Apartment
Asking Rent Trends in Major Cities Nationwide (Nov 2025)" by At Home Inc., a real estate
information services company, average asking rents for 30-50m? condos in Tokyo’s 23 wards are
up 12.0% yly. Average asking rents for condos with floor space of 30m? or less and 50-70m? are
up around 10%.

For working households with two or more people in the 23 wards of Tokyo, asking rents (for a 50-
70m? condo) accounted for an average 40% or more of disposable income in 2025". The pressure
on metropolitan households from housing costs has therefore jumped in a short space of time,
from around 35% in 2023 and 2024. This will likely have a greater impact on groups that tend to
move more frequently, such as single-person households, younger demographics, relocating
employees, and families with children.

However, private-sector rents in the most recent Tokyo CPI release were up 2.0% y/y, which does
not fully reflect actual asking rents. As previously identified by Minami and Yamamoto (2025),
increases in new asking rents take time to show up in the CPI. This is a critical issue for monetary
policy conduct, which requires forward-looking judgments.

Rent Trends (CPI in Tokyo’s 23 wards)
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" The ratio of rent to disposable income was calculated using data on disposable income for worker households with two or more persons in
the Tokyo wards area (Family Income and Expenditure Survey) and data on rents for 50-70m? properties in Tokyo’s 23 wards (At Home Co.,
Ltd.). For 2025, data from Jan to Nov was used, while for 2023 and 2024, data from Jan to Dec was used.
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Households' burden and yen weakness

As the December 2025 ESP forecast confirmed, economists’ inflation expectations have also
risen, following on from households and companies. Companies’ more aggressive wage-setting
behavior and households’ heightened perceived inflation continue to boost both corporate and
household inflation expectations. Households’ expectations are particularly sensitive to price
hikes for foods and other necessities, and the recent surge in food prices has kept their
expectations elevated.

Inflation Expectations by Economic Agent
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Source: BOJ, Japan Center for Economic Research; compiled by Daiwa.

Note: Composite index of inflation expectations is an extract of the first principal component via the principal component analysis regarding household inflation
expectations (average of inflation expectations over the next five years in the Opinion Survey on the General Public's Views and Behavior), corporate
inflation expectations (general price outlook for the next 5 years in BOJ Tankan), and experts’ inflation expectations (CPI growth rates for the next 2 to 6
years in ESP Forecast survey). In this estimate, the contribution ratio for the first principal component was 0.788.

The BOJ also views inflation driven by future yen weakness as a risk. The Summary of Opinions
from its December 2025 Monetary Policy Meeting (MPM) indeed included numerous references
to forex. With the BOJ also expressing concerns about the global issue of structural inflation in
the Summary of Opinions from the December MPM, we think worries about the weak yen driving
up prices are likely to intensify.

€ Summary of Opinions at Dec 2025 MPM (29 Dec 2025)
Against the background of global demographic developments and climate change, it is possible that intermittent
shocks from rising import prices are emerging, which may affect underlying inflation and inflation expectations, and
attention should therefore be paid to developments in import prices.

However, there is also the view within the BOJ that action by the government could potentially
reduce the burden on households in the near term: “The government’s economic measures are
likely to push up the economy for the next year or two, and may alleviate the temporary
sluggishness in economic growth to some degree. It is also possible that households’ perceived
inflation could ease.” Easing pressure on households could also cause their perceptions of
inflation to subside.

However, even if policy measures temporarily depress inflation, we would continue to monitor the
upside risk to prices from the weaker yen. We note that respondents to the latest NHK opinion
poll cited cost-of-living measures as their top priority for the Takaichi administration. Households
are calling on the government to address rising prices, and they perceive recent inflation as a
considerable drag on their finances. If further yen weakness pushes up prices, this could increase
households’ pain and drive a further increase in perceived inflation.
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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


https://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/e_disclaimer.pdf
https://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/credit_ratings.pdf

