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Why did compensation and benefits increase year on year?
Compensation and benefits increased due to an increase in bonus provisions in line with

performance and a slight increase in severance expense during the quarter.

Following the acquisition of Macquarie’s U.S. asset management business, you
anticipate the CET1 ratio will decline slightly from the current level. Given the
favorable market environment, what is your policy on share buybacks for this fiscal
year?

After the acquisition is closed, we expect the CET1 ratio to decline by approximately 0.7%
from 12.9% as of the end of September. Meanwhile, Wholesale business is seeing an
increase in high-quality opportunities. Although this creats a situation that requires difficult
judgments to balance between investment, financial soundness, and shareholder returns,
we will continue to deliberate under the policy of maintaining a dividend payout ratio of 40%
or more and a total payout ratio of 50% or more.

While Macro Product revenues were weak and Securitized Products and Equity
Derivatives were strong, with an increase in credit risk assets, which products were
generating revenue? Also, based on promising deal pipelines, what is your policy for
taking risk going forward?

In the first half of the year, revenues were driven mainly by Securitized Products and Equity
Derivatives, with Credit also contributing. Although currently there are many attractive
opportunities for Securitized Products, we will remain highly selective given balance-sheet
concentration risk and do not intend to substantially increase the share of Securitized
Products.

Are there any impacts or lessons from First Brands’ default? Also, what share of your
business is related to private credit?

Our exposures related to this matter were small, and the impact on our business and P&L
was extremely limited. We conduct stress tests on a regular and ad hoc basis to monitor
changes in tail risks and other factors, and we have not observed any increase in portfolio
risk at this time. The share of private credit within our securitization business is very small,
and we believe the effect on our balance sheet and P&L is limited.
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What exactly do the 'risks' related to First Brands refer to? What kinds of risks do
you examine — for example, simple credit risk, risks related to non-bank intermediary
institutions, fraud risks such as double collateral, etc?

We are primarily engaged with trading businesses and do not follow a model of holding
large volumes of credit exposures to non-bank commercial lenders like commercial banks.
With that in mind, in addition to assessing individual creditworthiness we strictly manage
concentration risk and the effectiveness of collateral. Given balance-sheet constraints, we
carefully judge and evaluate how much exposure to take on any single transaction.

Regarding the revenue environment in October for the Wholesale — Equities and
Investment Banking are reported to be strong; what is the trend for Fixed Income?
Also, how do October divisional revenues compare with 2Q?

It is still early in 3Q, but Fixed Income in Japan is holding up well. In 1H there were periods
where positioning — including in the mid to long end of the curve — was challenging, but
conditions have recently been normalizing and revenues are recovering in line with market
movements. Overseas activity has followed a similar pattern to 1H, and we see upside
potential depending on the future interest rate environment.

If Fixed Income improves, other businesses may level off to some extent, but looking at the
portfolio as a whole we believe the proportion and level of stable revenue have increased.
Current segment revenues remain healthy, continuing the solid performance seen in 2Q.

Income before income taxes increased year-on-year, but net income for the period
declined. What is driving the rise in the effective tax rate?
We will refrain from specific discussion, but several technical factors had an impact.

Revenue in Equities rose to a record high, especially Derivatives in Japan and AEJ
saw a substantial increase in revenue. Could you explain the relative strengths of
Equities by region and the sustainability of the performance?

The Americas remained steady, and in 2Q all regions: Japan, AEJ and the Americas
performed well. If this strong performance continues, it may normalize at some point, but
so far geographic diversification has been working in our favor. In recent years we have
expanded the product offerings in Equities and strengthened downside resilience. There is
a possibility that Macro Products in Fixed Income, where we had previously constrained
resources, could recover. Please have a look on the sustainability of the portfolio’s overall
revenue.

The target range of CET1ratio is set at 11% to 14%. After the closing of the Macquarie
acquisition, it will come to around 12%. Could you elaborate on the capacity of risk-
taking going forward?
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With respect to Wholesale, we are promoting self-sustained growth within the self-funding
framework. If Wholesale continues to perform solidly in 3Q and 4Q, capital will build up,
and resource capacity will increase correspondingly.

For businesses other than Wholesale, our policy is to make selective investments when
opportunities arise—both organically and inorganically—and to utilize resources in a
measured way.

However, with the pending completion of the acquisition of Macquarie’s U.S. asset
management company, we will remain mindful of financial soundness and pursue balanced
capital allocation.

Could you provide additional color on the Investment Banking pipeline for the second
half by product?

Advisory is broadly solid. In Japan, in addition to already-announced deals, there are cross-
border and relatively large transactions building up in the pipeline. Internationally, while
there are regional disparities, we are expanding the pipeline heading into the second half.
In ECM, while the fee pool is normalizing, there is a possibility that transactions related to
the unwinding of cross-shareholdings will gradually pick up. The second half typically sees
more corporate actions, so we will actively pitch to win mandates.

We expect DCM remains robust, taking the interest rate outlook for the second half into
account.

In summary: advisory is very strong; DCM is expected to maintain first-half levels; and ECM,
while likely to be slightly below last year, is expected to show a modest recovery.

In Q2 ROE was 10.6%. Because that figure includes one-off expenses, the baseline
appears to have been raised and is showing signs of stabilization. Given that, is it
time to reconsider the 2030 ROE target of “8-10%+”? From the CFO’s perspective,
how should upside and downside risks be assessed?

Our underlying earning capacity is steadily improving: portfolio reform and operational
enhancements across business units are delivering results and contributing to higher ROE.
Any decision to raise the target should, however, be made with reference to the position in
the economic cycle. We are working to create Wholesale business structure in which
different product lines offset one another over the cycle, and we will carefully monitor the
impact of any economic slowdown. At this stage, our priority is to continue strengthening our
earning power so that we can reliably maintain at least the lower bound of the 2030 target
(ROE 8%), even under downside scenarios.
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