
Opening Remarks: Takumi Shibata

Before I hand over to our CFO to update you on our third quarter results, I would first

like to say a few words. We will then be happy to take your questions.

All business divisions were profitable in the third quarter on a pretax basis and we

reported higher revenues and income compared to last quarter. Amid challenging

market conditions, Retail responded to client needs through its consulting-based

strategy and Asset Management continued to capture diverse investor flows. Both

divisions delivered stable earnings and saw results from their efforts to reduce costs.

Wholesale reported stronger revenues in all regions and business lines, driven by

improved trading revenues and further growth across our global investment banking

platform.

On this call last quarter, I announced that we planned to reduce expenses by $1.2

billion. I said that we would lower our break-even point and improve our business

execution by realigning our cost structure from one geared to a 2009 earnings

environment to one suitable for today’s environment. We are swiftly implementing the

announced cost reductions and we expect to have over 80 percent completed by the

end of March.

During the third quarter, we started to see some of the effects of the cost reduction

program, but we expect the full effects to start contributing to performance from next

fiscal year.
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In anticipation of changing market conditions and tighter regulations, we reduced risk

assets and enhanced our risk management. We will continue to expand our offering of

products and services that add value to our clients, while maintaining our robust

financial position and ample liquidity as Asia’s global investment bank.

The recent management changes reflect our determination to create a flat

management organization that allows for simpler communication lines and faster

decision making processes while also streamlining our cost structure.

While we expect the environment to remain challenging for the time being, our focus is

to continue expanding revenues by leveraging our geographic advantage as Asia’s

global investment bank and proactively responding to the needs of our global clients.

I would now like to hand you over to our CFO, Junko Nakagawa, to give you an

overview of our third quarter results.
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Overview of Results: Junko Nakagawa

I will now give you an overview of our results for the third quarter of the fiscal year

ending March 2012. Please turn to page three of the document entitled “Consolidated

Results of Operations”.

Both revenues and income increased during the third quarter and all divisions were

profitable on a pretax basis. As we contend with the debt crisis in Europe and

challenging market conditions, Nomura’s long-term commitment to being a client-

driven organization remains unchanged. We’re adapting swiftly to the new revenue

environment, expanding revenues and reducing costs by $1.2 billion as previously

announced in order to lower our break-even point.
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Please turn to page four.

Net revenue increased 34 percent quarter on quarter to 404.9 billion yen. Income 

before income taxes was 34.5 billion yen and net income was 17.8 billion yen.

For the fiscal year to date, net revenue was 1.04 trillion yen, an increase 25 percent 

compared to the same period in the prior year due primarily to Nomura Land and 

Building becoming a subsidiary of Nomura Holdings. Income before income taxes for 

the period was 24.2 billion yen, down 57 percent from the previous year due to the 

difficult second quarter in Wholesale. We reported a net loss for the year to date of 

10.5 billion yen due to a 13.3 billion yen impact from a revision to the tax system in 

Japan. Excluding that, net income for the period was 2.8 billion yen.
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Pages five and six give you an overview of firm-wide and business segment results.

I will now give you a brief overview of the performance at each division. Please turn to 

pages seven and eight for an overview of Retail.
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Third quarter net revenue in Retail was 79.7 billion yen, a decline of 5 percent from the 

second quarter. Income before income taxes decreased 6 percent to 10.1 billion yen.

Retail revenues declined only slightly from the previous quarter and we reported our 

seventh straight quarter of net client asset inflows as our consulting strategy helped us 

contend with the challenging environment.

Sales of bonds were up for the fourth straight quarter as we tapped into diverse 

investor demand with strong sales of foreign currency bonds, JGBs, and domestic 

corporate bonds.
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Please turn to pages nine and 10 for Asset Management.

Net revenue in Asset Management was 15.3 billion yen, down 4 percent from last 

quarter. Income before income taxes declined 10 percent to 4.2 billion yen.

While assets under management have remained flat since the second quarter, Asset 

Management contained costs and continued to deliver stable profits. 

Although investors shied away from the public stock investment trust market due to 

current conditions, investment advisory assets under management were roughly 

unchanged from the prior quarter.

9



10



11

Please turn to page 11 for an overview of Wholesale results.

Wholesale net revenue more than doubled to 176.2 billion yen. Income before income 

taxes rebounded both quarter on quarter and year on year, jumping 3.5 times 

compared to last quarter to 37.8 billion yen.

Revenues increased significantly in each region and business line as our client-driven 

strategy continued to gain traction through close alignment of services to client needs.
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Next, please turn to page 12 for a breakdown of Wholesale results. First, Global 

Markets.

Net revenue in Global Markets jumped 63 percent quarter on quarter to 118.7 billion 

yen. Income before income taxes was 8.4 billion yen.

In Fixed Income, most products posted quarterly gains. The international business 

contributed a larger share of revenues, driven by strong performance in EMEA and 

AEJ. 

Net revenue in Equities increased 19 percent sequentially. Although client revenues 

were down due to weaker volumes, trading revenues improved during the quarter.



13

Page 13 gives a breakdown of Fixed Income and Equities performance by region.
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Please turn to page 14 for Investment Banking results.

Investment Banking gross revenue increased 90 percent quarter on quarter to 45.1 

billion yen. Net revenue including the private equity business was 57.4 billion yen. 

Income before income taxes was 29.4 billion yen.

Revenues were driven by Japan and EMEA. Closer cross-regional collaboration out of 

our home market resulted in DCM transactions for Japanese and international issuers 

and cross-border M&A deals. In EMEA, we executed various ECM/DCM deals for 

European financial institutions and provided them with solutions.
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Please turn to page 15.

The graph on the left shows average gross revenue for the first two quarters as well 

as for the third quarter. As you can see, international revenues improved substantially 

and our domestic revenue base remained solid.
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Please turn to page 16 for an outline of third quarter non-interest expenses.

Although non-interest expenses increased by 7 percent to 370.5 billion yen, they 

actually declined 4 percent when you exclude the effects from making Nomura Land 

and Building a subsidiary.

Compensation and benefits declined 10 percent quarter on quarter due to cost 

reduction efforts and other tight cost control.

Other expenses increased 37 percent from the prior quarter, primarily due to higher 

costs of goods sold at consolidated entities.
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Turning now to progress of our cost reduction program, the graph on page 17 shows 

we are on track to reach the targets of our $1.2 billion reduction announced in July 

and November last year.

Wholesale, which accounts for 87 percent of the $1.2 billion, had achieved 66 percent 

progress by the end of December. We are working to reduce both personnel and non-

personnel expenses to achieve 81 percent of the planned reductions by the end of 

March and lower the break-even point in Wholesale.
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Please turn to page 18 for an update of our financial position at the end of the quarter.

Total assets were 33.5 trillion yen, gross leverage was 16.2 times and net leverage 

was 10.1 times, all of which are lower than at the end of the second quarter.

The table on the bottom left shows that as a result of an increase in risk-weighted 

assets as of the end of December under Basel 2.5, our Tier 1 ratio was 12.9 percent 

and our Tier 1 common ratio was 11.1 percent, both of which are lower than at the end 

of September under Basel 2. The difference is explained on the next page.
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This page gives you a comparison of our risk-weighted assets and Tier 1 ratio as of 

the end of September and December.

If we were to apply Basel 2.5 to our September-end balance sheet, market risk would 

have been 3.8 trillion yen higher, giving risk-weighted assets of 16.7 trillion yen.

During the third quarter, we reduced our private equity exposure and trading positions 

in line with the current revenue environment, and at the end of December risk-

weighted assets were 15.9 trillion yen under Basel 2.5. 

As a result, at the end of December under Basel 2.5, our Tier 1 ratio was 12.9 percent, 

out Tier 1 common ratio was 11.1 percent and we maintained a high total capital ratio.
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Please turn to page 20 for an overview of funding and liquidity.

The top left shows our balance sheet, 75 percent of which is composed of highly liquid 

trading related assets. 

On the bottom right you can see that 80 percent of our unsecured funding is in the 

form of long-term debt and is diversified in terms of both composition and market 

source.

Our liquidity portfolio consisting of government bonds such as JGBs and US treasuries 

accounted for 17 percent of total assets as of the end of December. 
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Page 21 shows our exposure to peripheral Europe.

Our net country exposure at the end of December was $1.52 billion, representing a 57 percent 
decline from $3.55 billion at the end of September.

Exposure to Italy declined from $2.81 billion, or 71 percent of the total, at the end of 
September to $800 million, or 53 percent of the total, at the end of December.

Our inventory is all trading assets held for client trades and is marked to market on a daily 
basis.

We will continue to closely monitor credit conditions in each country, liquidity, maturity profile, 
and hedging to ensure stringent risk management.

That concludes my presentation of our third quarter results. 

Closing Remarks: Takumi Shibata

We expect the earnings environment to remain challenging, given fiscal difficulties in Europe 
and the current state of the financial services industry. In light of this, next fiscal year we will 
focus on leveraging the effects from reducing our cost base to gain further momentum.

We also believe the competitive environment will transform, gradually presenting us with more 
business opportunities. To give a few examples:

First, in developed countries, particularly as European financial institutions retreat to their 
home markets and commercial banks increasingly focus on traditional businesses, there will 
be room for a global pure investment bank like us to increase business opportunities. 
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Second, financial institutions in the developed world such as banks and insurers require 
solutions to help them overcome the eurozone crisis and comply with financial regulations. 
We are uniquely positioned to provide these solutions.

And third, Japanese companies are increasingly going overseas. We are in an advantageous 
position to help them. 

I believe Nomura offers five competitive advantages.

First, we have a stable revenue base in Retail and Asset Management coupled with 
Wholesale, a market-based revenue driver, giving us a unique hybrid business model.

Second, we anticipated global financial regulatory reforms and moved ahead of the 
competition to enhance our capital position and realign our cost structure to meet the current 
earnings environment. Accordingly, we have shown quick decision making.

Third, we have a robust financial position with a highly transparent balance sheet, sufficient 
levels of capital, and abundant liquidity.

Fourth, we have a stringent risk management structure in place.

And fifth, we are seen as a systemically important financial system in Japan.

Looking ahead, the importance of maintaining a global network will only increase. As we work 
to be Asia’s global investment bank, we will choose areas of focus internationally and allocate 
resources accordingly. We will leverage our competitive advantages and global platform to 
meet the needs of our global clients. Our unchanging long-term commitment is to remain a 
client-driven organization.

With that, we would now like to open the lines and take your questions.
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