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Global overview and key themes
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Note: GDP estimates from IMF’s WEO July 2025 update.
Source: IMF, TISCO Economic Strategy Unit (TISCO ESU)
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Source: TISCO Economic Strategy Unit (TISCO ESU)
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Correlation with Economic  Share of Employment in %YoY = Acyclical Sector = == Procyclical Sector
AL Expansion Aug 25 [
Professional and Business Services 0.68 14.1 / Recession
Manufacturing 0.64 8.0 5 -
Wholesale Trade 0.56 3.9
Construction 0.53 5.2
Retail Trade 0.47 9.8 31
Financial Activities 0.42 5.8
Transportation and Warehousing 0.34 4.2
Leisure and Hospitality 0.34 10.7 1 \
Information 0.24 1.8 . . 1
Other Services 0.23 3.8 1 v
Mining 0.09 0.4
Government -0.01 14.8 -3 A
Education and Health Services -0.08 17.2 P P
Utilities -0.10 0.4 L ﬂ < ;ﬁ’
Jan-90 Jan-00 Jan-10 Jan-20

Note: 1\ 1987-2024 data was used for correlation.
Source: Bloomberg, Fed, NBER, TISCO Economic Strategy Unit (TISCO ESU)
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Source: Bloomberg, St. Louis Fed, Peterson Institute for International Economic, Goldman Sachs, American Enterprise Institute, TISCO Economic Strategy Unit (TISCO ESU)
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145 A
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Source Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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Source Bloomberg, Fed, NBER, TISCO Economic Strategy Unit (TISCO ESU)
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Note: 1\ Forecast data for unemployment rate and inflation derived from consensus estimates as of 9 Sep.

Source: Fed, Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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Index (TO = 100)
102 -

Nonfarm Payrolls Employment

Current Cycle (T-0 = Apr 25)
100 p=———————teeeeee et eeeeeee e 8 a

Average Previous Cycle

98
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96 T T T VI T T T 1
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Index (TO = 100)

Real Personal Consumption

102 A
Current Cycle
100 f-——==-=-r==—-——coso—-- :
98
Months -
96 T T T — T T T T 1
t-12 t-9 t-6 t-3 t-0 t+3 t+6 t+9 t+12

Source: Bloomberg, NBER, TISCO Economic Strategy Unit (TISCO ESU)
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Next step of Trump legal case
Authorities to impose tariffs

1Q26
e N
Court of International Appeal Court deemed Supreme Court’s final decision on IEEPA — More negotiation power over trading -
Trade deemed tariff tariff Trump tariff appeal partners, flexible tariff rates, high uncertainty )
“unlawful” “unlawful” N~ v -
; J e
3-Sep l ¢ ¢ 4 ) g
B Section 122 — Less negotiation power, short-lived
( — o ) Overturned Upheld 5 (1§0d ) P L | §
Trump ask the Supreme Court to weigh-in L Court L Court ays), S
L J QuEr e phiEs ol max rate of 15%, need congress after 150 days ) o
decision decision g
¢ ¢ l =
-+
If appeal is denied, If appeal is accepted, \J Section 338 — Less negotiation power, max rate
tariff enacted by Supreme court likely Reciprocal tariff Impose tariff via —> of 50%, never been used, likely to face legal _
IEEPA will “expire to “grant a stay until remains in effect other authorities | — | . challenges J
after 14-Oct” the case is resolved”
v v Section 232/301 — Slow to implement, need
. An oral hearing from Refund tariff investigation, but tariffs stay in place for a long
Refund tariff collected Supreme Court is collected back to —> time, flexible rate, unlikely to face legal
back to importers - .
mp likely in early Nov importers challenges

Source: SCOTUS blog, Bloomberg, Congress, TISCO Economic Strategy Unit (TISCO ESU)
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anNBaamMnIVaIEKTgY W3tk ldaansaly IEEPA 1

Import . .
Effective Date Partners | Type of goods value, Tariff Shock ch allenge?d by Chg. in effective
USD bn Court? rate
Feb/Mar China All 439 20% Yes +2.6ppt
Mar Cl\‘jlr;iiz/ U':"\’A"C A 51 25% Yes +0.4ppt
Mar/Jun Steel/ o
e All Aluminum 386 22% No +2.6ppt
Apr/May All Auto/Parts 367 19% No +2.1ppt
Apr All Reciprocal 1,140 10% Yes +3.5ppt
Aug All Copper 17 50% No +0.3ppt
Non-
Aug Canada USMCA 12 10% Yes +0.0ppt
92 Higher 0
Aug Partners  Reciprocal 743 8% ves +1.8ppt
Aug Brazil Additional 24 27% Not Yet +0.2ppt
Aug India Additional 49 25% Not Yet +0.4ppt

Source: Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)

%

25
20 Tlmber{{lzumber, A\ Aircraft, 0.1 Critical
A" \ S
M Is, 0.1
Brazil & India nerais,
(IEEPA), 0.6 ~- Semiconductor, 1.7

Pharma, 1.2

Fentanyl (IEEPA),
3.0 Under
investigation, 3.2

Reciprocal
(IEEPA), 5.3

Auto & Parts, 2.1

- Steel/Aluminum/Cop Auto/PSaBt/steeI,
per,2.9 .
— 2024,2.5 202425

Implemented Under Investigation Without IEEPA
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ELR
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B RN + UDR (Far
Right)

mLF| (Left)
Socialists
Communists
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Non-attached

Parliament Composition Confidence Vote on 8-Sep

Source: National Assembly, The Guardian, TISCO Economic Strategy Unit (TISCO ESU)
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Eur, bn %GDP
45 - - 1.5
Structural reforms
Anti-fraud measures
Cutting tax loopholes 3.4
36 - Productivity gain [ 1.2
cancellation of holidays
Tax increases 4.2
27 A - 0.9
4.8 Central gov. cuts
Operators (e.g. state 59
affiliated bodies) cuts ’
18 1 - 0.6
Cuts to local authorities
5.3 .
spending
9 1 Cuts to sou;l security L 03
spending " Annee Blanche" for
public spendingi.e.,
no pay rise for
0 Ivi L 0.0
PM Bayrou 2026 Budget Cuts Proposal
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Appoint new prime
minister under current
centrist regime

(Probability : High)
(Currently happening)

* The appointed gov. faces another no-
confidence vote, as the governing bloc holds a
minority in the National Assembly.

* Policy and budget disputes among the centrist,
left, and right blocs remain elevated.

* The 2026 government budget is expected to
include concessions to opposition blocs, while
the fiscal deficit remains higher than initially
planned.

Dissolution of the
National Assembly
(New legislative election)

(Probability : Medium)
(Could occur if the New PM
struggles to deal with

opposition party)

* If Macron does opt for new elections, the
constitution requires that they be held within
20 to 40 days of dissolution.

* Risks of a budget delay are emerging, as the
government formation and budget submission
deadline is set for mid-Oct.

* Deputies and senators have 70 days to amend
and pass the budget before year-end.

* If delayed, the government must pass a special
law to roll over the 2025 budget. The fiscal
deficit remains elevated.

Source: Bloomberg, Euronews, Politico, TISCO Economic Strategy Unit (TISCO ESU)
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%GDP Gross Government Debt to GDP

]
8-Sep 10-Sep 12-Sep i 24-Oct 28-Nov IMF projection
Confidence Nationwide Fitch Rating i Moody’s S&P 195 |
Vote Strike Review i Review Review
i 2026 draft budget should be discussed in
i parliament by Q4 120 Current trajectory

per government report

“Failure to implement a credible medium-term fiscal consolidation
plan, for example, due to political opposition or social pressures”

*  “Materially lower economic growth prospects and weakened
competitiveness”

Fitch Ratings

- Factors that could

lead to downgrade Previous Prime Minister

"stop the debt" plan
(Francois Bayrou)

115 1

S&P *  “If the government cannot reduce its large budget deficits further over )
- Factors that could the next two years” 110 -

lead to downgrade *  “If economic growth falls below our projections over a protracted

period”
V4

MOOdy S *  “If we were to conclude that the deterioration in public debt and debt 105 . . . . . . .
- Factors that could affordability will likely be significantly larger than in our baseline 2022 2023 2024 2025 2026 2027 2028 2029

lead to downgrade scenario”

Source: Euronews, Agence France Tresor, Info.gouv.fr, Rating agencies, TISCO Economic Strategy Unit (TISCO ESU)
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Median forecast

Policy rate: End-2025 0.75%
Policy rate: End-2026 1.00%
Terminal rate 1.25%
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Voting result in 2024

Potential candidates (1t round)

Sanae Takaichi Sep 7 Prime Minister Ishiba announces to step down
Hard-line conservative, 181

proactive fiscal stance

Sep 22 LDP Election announcement

Shinjiro Koizumi:
The Agriculture Minister, a younger 136 Oct4 LDP Election voting day
LDP member, neutral stance

Extraordinary Diet session begins

e - Prime Minister appointment, New cabinet formed

Chief Cabinet Secretary and one of

0, . . 65 Early Oct - Discussion of economic package and inflation
Ishiba’s closest aides, slightly . .
e fiscal countermeasures, Gasoline tax abolition,
proactive fiscal stance D T T e

Takayuki Kobayashi

A younger LDP member, 60 Oct 29-30 BoJ monetary policy meeting
slightly proactive fiscal stance

Source: Asahi Shimbun, Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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Disclaimer

The information, statements, forecasts and projections contained herein, including any expression of opinion, are based upon sources believed to be
reliable but their accuracy completeness or correctness are not guaranteed. Expressions of opinion herein were arrived at after due and careful
consideration and they were based upon the best information then known to us, and in our opinion are fair and reasonable in the circumstances
prevailing at the time. Expressions of opinion contained herein are subject to change without notice. This document is not, and should not be construed
as, an offer or the solicitation of an offer to buy or sell any securities. TISCO and other companies in the TISCO Group and/or their officers, directors and
employees may have positions and may affect transactions in securities of companies mentioned herein and may also perform or seek to perform
investment banking services for these companies. No person is authorized to give any information or to make any representation not contained in this
document and any information or representation not contained in this document must not be relied upon as having been authorized by or on behalf of
TISCO. This document is for private circulation only and is not for publication in the press or elsewhere. TISCO accepts no liability whatsoever for any
direct or consequential loss arising from any use of this document or its content. The use of any information, statements forecasts and projections
contained herein shall be at the sole discretion and risk of the user.
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