
I will now give you an overview of our third quarter financial results using the 

document titled “Consolidated Results of Operations”. 

  

Please turn to page two. 
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For the nine months to December, net revenue and pretax income from our three business 
segments increased year on year, driven by resilient performances in Asset Management 
and Wholesale as well as a strong contribution from the first quarter. 
  
On a Group basis, net revenue declined 5 percent to 1,115.5 billion yen, impacted by factors 
outside the business segments, and pretax income was 177.5 billion yen, down 27 percent 
year on year. 
  
Net income was 150.7 billion yen, representing a 6 percent increase year on year due to a 
one-off item in the second quarter that led to lower tax expenses. 
  
ROE was 7.3 percent and EPS was 40.85 yen. 
  
Turning to the third quarter, net revenue increased 5 percent quarter on quarter to 354.9 
billion yen and pretax income was up 160 percent at 51.6 billion yen. Net income declined 24 
percent to 35.4 billion yen. 
  
In the second quarter, we reached an agreement with Banca Monte dei Paschi di Siena and 
booked a one-off charge to revenue of approximately 35 billion yen. We also decided to wind 
up our EMEA booking subsidiary, resulting in a decline in tax expenses of approximately 54 
billion yen. These extraordinary items were absent in the third quarter, resulting in higher 
revenues and pretax income but lower net income quarter on quarter. 
  
Annualized ROE for the third quarter was 5.1 percent, while EPS for the quarter was 9.61 
yen. 
  
During the third quarter, although share indices rose into December, market conditions were 
challenging as client activity weakened due to uncertainty ahead of the Fed lift off. As a result, 
pretax income from our three business segments declined 10 percent to 48.5 billion yen. 
  
Please turn to page five for an overview of our Retail business performance. 
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Net revenue declined 10 percent to 104.3 billion yen and pretax income was down 

24 percent at 27.8 billion yen. Given the uncertain market conditions, Retail clients 

remained in a wait-and-see mode and sales of stocks and investment trusts were 

sluggish. While our client base grew as a result of the Japan Post Group IPOs, 

contribution from primary deals was less than the previous quarter. 
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As shown on the top left of page six, third quarter annualized recurring revenue was 

76.8 billion yen, down slightly from last quarter due largely to market factors. 

However, the recurring revenue cost coverage ratio remained roughly unchanged 

from the previous quarter. As shown on the bottom left, net inflows into discretionary 

investments have driven client assets in these investments to over 2 trillion yen. 

  

The number of NISA accounts and cumulative sales have grown steady in the two 

years since NISA was launched, as you can see in the chart on the bottom right. As 

of the end of December, 1.52 million accounts had been opened with total sales of 

nearly 1 trillion yen. The account utilization rate in 2015 was 46 percent, up from 43 

percent the previous year. The system continues to gain traction as most of the 

clients who used NISA in 2014 became repeat users in 2015. 

  

Please turn to page seven for Asset Management. 
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Net revenue increased 11 percent to 25.3 billion yen and pretax income grew 28 

percent to 10.7 billion yen. Assets under management reached a record 42.2 trillion 

yen as of the end of December and dividend income also contributed to revenues. 

  

The investment trust business reported inflows into products for discretionary 

investments and privately placed funds. In the investment advisory business, we 

saw continued inflows into the Japan public pension fund business and assets 

under management grew by 1.7 times over the past year. 
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As shown on the bottom right of page eight, in December last year we announced a 

strategic alliance with American Century Investments and signed a definitive 

agreement to acquire a 41 percent stake in the company. American Century is an 

independent investment advisory firm with nearly 60 years of history and assets 

under management of 146.2 billion dollars, or 17.6 trillion yen. Its strength lies in 

active management of US and global equities. By tapping into American Century’s 

expertise, we aim to raise our profile in the US and make this a meaningful tie up for 

both parties. 

  

Please turn to page 9 for an overview of Wholesale. 
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Net revenue was 186 billion yen, down 4 percent quarter on quarter. Global Markets 

reported a solid quarter in Equities but a continued slump in spread products, 

resulting in revenues roughly unchanged from last quarter. 

  

Investment Banking sold a private equity investment but global fee pools declined, 

pushing down net revenue compared to the previous quarter.  

  

During the third quarter, we saw the result of personnel expense and other cost 

reduction initiatives and pretax income increased 15 percent quarter on quarter to 

9.9 billion yen. 

  

Regionally, Japan and AEJ booked stronger revenues quarter on quarter, while the 

US saw revenues decline due to sluggish performance in spread products and 

EMEA revenues also declined as Fixed Income slowed from the strong second 

quarter. 

  

Please turn to page 10 for performance by business line. 
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Global Markets net revenue remained roughly unchanged at 157.2 billion yen. 

  

Fixed Income net revenue was 80.2 billion yen. Rates products had another good 

quarter, but Securitized Products and Credit were weak and revenues slipped 4 

percent quarter on quarter. 

  

As the heat map on the right shows, the arrow is pointing up in the US where Rates 

products were strong and in Japan where Credit performed well on higher client 

flows. The downward arrow in EMEA represents a slowdown from the strong second 

quarter, while the arrow in AEJ is from a slight slowdown in Emerging Markets FX. 

  

Equities net revenue was 76.9 billion yen, up 2 percent quarter on quarter as 

revenues from Derivatives contributed amid lower market volumes. As the heat map 

shows, the AEJ arrow points up, while the EMEA arrow points down because of a 

slowdown in Cash Equities. 

  

Please turn to page 11 for Investment Banking. 
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As shown on the top left, third quarter Investment Banking overall revenues were 

down 16 percent at 28.8 billion yen. 

  

“Other” contains a realized gain from the sale of private equity investment Mitsui Life. 

However, core Investment banking revenues declined significantly on the back of a 

decline in industry fee pools. 

  

Gross revenue was 34.4 billion yen. 

  

While earnings were affected by a decline in Japan ECM deals, we played a key 

role in Japan Post Group’s IPOs, acting as joint global coordinator. 

  

Internationally, our business was affected by the market uncertainty, but our FIG 

business made a contribution to revenues. 

  

In M&A, as shown on the bottom right, we advised on high profile industry 

realignment and cross-border deals, most of which are expected to close from the 

fourth quarter onwards.    

  

Please turn to page 12 for expenses. 
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Third quarter non-interest expenses were 303.3 billion yen, down 4 percent from the 

previous quarter. Compensation and benefits declined 5 percent due to cost 

reduction initiatives and lower bonus provisions in line with pay for performance. 

Other expenses declined 7 percent as the result of a drop in expenses at 

consolidated subsidiaries. 
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Page 13 shows our balance sheet and capital ratios. 

  

As shown in the box on the bottom left, our CET 1 ratio under Basel III was 15.1 

percent, up 1.9 points from 13.2 percent at the end of September. We reduced risk 

amid the uncertain market conditions, resulting in a decline in risk assets of 

approximately 2 trillion yen, primarily in market risk and credit risk. 

  

That concludes my overview of our third quarter financial results. 
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As I said at the start of my presentation, we faced a challenging environment in the third 

quarter as client activity slowed. While we are not satisfied with our performance, we 

are seeing the results of our efforts even in these market conditions. 

  

In Retail, inheritance and business succession proposals are leading to large inflows 

from proceeds of the sale of real estate and shares, and approximately a third of the 

new clients who opened an account for the Japan Post IPOs or Toyota class share 

issuance continue to transact with us, highlighting our deepening retail client franchise.  

  

Asset Management has focused on providing products matched to investor needs, 

resulting in significant inflows of 5.5 trillion yen in 2015. 

  

Wholesale has continued to reduce costs from a 2011 run rate of 8 billion dollars to an 

expected 6 billion for the current fiscal year. Risk assets at the end of December were 

down over 10 percent from September to 16.9 trillion yen. Market volatility remained 

high in January and we must stay vigilant over the short term. Our highest management 

priority remains to stringently manage risks and improve profitability.  

  

During the current fiscal year, we have also disposed of non-core assets and dealt with 

legacy issues, while also investing for the future. We remain focused on moving steadily 

forward to achieve our 2020 management targets. 

 

We look forward to your continued support.  

  

Thank you. 
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