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Summary and major assumptions

Overview of FY20 results

At Russell/Nomura Large Cap companies in FY20, sales fell 7.5% y-y, operating profits fell 18.9%, recurring profits rose 4.5%,
and net profits rose 16.3% (sales and operating profit figures based on Russell/Nomura Large Cap (ex financials) companies,
same hereinafter). Based on the same companies, excluding SoftBank Group [9984], recurring profits fell 10.1% and net profits
fell 9.4%. Results were harsh for transportation and other nonmanufacturing sectors in particular during the pandemic, but
profits turned around in Q3 on brisk IT-related and stay-at-home consumption and a recovery in demand for goods in H2.

If we tally the effect of profitability improvements such as cost reductions in FY20, based on information disclosed by
Russell/Nomura Large Cap companies, it boosted FY20 recurring profits by about 11% and ROE by about 0.6ppt (in both cases
data for SoftBank Group is excluded). Contributions to profit improvement were particularly big in the steel & nonferrous

metals and transportation sectors. The more a sector was affected by declines in demand during the pandemic, the more the
companies from that sector have been serious about improving profitability.

Corporate earnings have been improving more than forecast by analysts, reflecting effects of profitability improvements and
demand recovery. FY20 recurring profits exceeded our pre-release forecasts in 15 of the 19 sectors, including
telecommunications, automobiles, financials, and electrical machinery & precision equipment. They fell short of our expectations
owing to one-time factors in many sectors, indicating that business conditions do not necessarily continue to worsen. The
revision index as of 1 June 2021 was +16.2%, down from +29.3% as of 1 March 2021. The index tends to decline in June
because it is the start of the fiscal year. We think upward revisions will continue to exceed downward revisions.

Overview of the corporate earnings outlook for FY21

At Russell/Nomura Large Cap companies in FY21, we forecast sales to rise 9.9% y-y, operating profits to rise 43.7%, recurring
profits to rise 19.3%, and net profits to rise 20.0%. Based on figures excluding SoftBank Group, we forecast recurring profits to
rise 35.1% and net profits to rise 44.3%. We forecast profit growth in a wide range of sectors as economic activity returns to
normal in the wake of the pandemic. We forecast the largest contributions to profit growth in automobiles, chemicals, steel

& nonferrous metals, electrical machinery & precision equipment, and machinery among manufacturing sectors, and
transportation, trading companies, and retailing among nonmanufacturing sectors.

Factors that could pose a risk to our earnings forecasts include excessive increases in input prices. At some automobile
companies, earnings forecasts were lowered to reflect rising input costs. We think the effect on overall corporate earnings will
be small given that input costs appear to have stopped rising and because the rise in input prices is related to strong demand for
goods. Factors that could pose a risk to our earnings forecasts also include growth in the number of COVID-19 infections. We
think the risk has declined as progress has been made with vaccinations in Japan.
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Fig. 1: Overview of consolidated earnings forecasts for the Russell/Nomura Large Cap Index
(%)
No. Oold
of cos FY18 FY19 FY20 FY21E FY22E FY20E FY21E
Russell/Nomura Large Cap (ex financials) 310 6.5 -2.5 -7.5 9.9 35 -8.5 8.5
Manufacturing 173 3.0 -2.7 -8.0 11.9 3.6 -8.7 9.5
Sales Basic materials 36 7.0 -2.0 -12.1 19.8 0.6 -12.0 15.4
Processing 79 1.7 -4.5 -7.7 11.7 4.8 -8.7 9.2
Nonmanufacturing (ex financials) 137 11.5 -2.3 -6.8 7.4 3.4 -8.3 7.3
Russell/Nomura Small Cap (ex financials) 1,144 4.6 0.3 -6.1 4.1 2.8 -7.1 6.5
Russell/Nomura Large Cap (ex financials) 310 3.6 -23.7 -18.9 43.7 15.7 -21.1 43.2
Manufacturing 173 0.3 -23.2 -3.4 39.8 13.2 -5.4 33.0
Operating profits Basic materials 36 0.1 -48.7 13.7 73.1 5.4 10.3 49.9
Processing 79 0.2 -20.1 -8.6 40.6 15.1 -11.5 35.0
Nonmanufacturing (ex financials) 137 8.0 -24.3 -36.2 50.2 19.5 -38.7 60.5
Russell/Nomura Small Cap (ex financials) 1,144 -2.4 -6.0 -12.5 25.1 11.1 -23.2 35.8
Russell/Nomura Large Cap 334 1.1 -20.5 4.5 19.3 15.1 -4.4 25.9
Russell/Nomura Large Cap (ex financials) 310 3.1 -22.3 5.6 21.6 15.0 -3.6 28.2
Manufacturing 173 -15 -27.2 7.6 34.7 12.4 2.4 33.7
Basic materials 36 2.1 -52.0 13.7 77.8 5.7 9.3 56.5
Recurring profits Processing 79 -2.6 -24.5 8.7 31.0 13.4 0.8 335
Nonmanufacturing 161 3.7 -14.3 2.0 6.0 18.1 -9.9 18.9
Nonmanufacturing (ex financials) 137 9.7 -16.0 3.3 6.5 18.8 -10.3 21.4
Russell/Nomura Small Cap 1,234 -1.8 -7.3 -5.9 18.5 9.3 -19.5 31.9
Russell/Nomura Small Cap (ex financials) 1,144 0.3 -9.5 -7.0 20.8 9.8 -21.0 35.3
Russell/Nomura Large Cap 334 -4.5 -31.6 16.3 20.0 16.4 1.8 30.7
Russell/Nomura Large Cap (ex financials) 310 -1.1 -35.6 18.3 23.4 16.4 2.7 34.6
Manufacturing 173 -4.3 -40.3 16.4 38.5 12.9 5.2 41.2
Basic materials 36 0.9 -82.6 73.7 156.4 5.2 64.8 127.7
Net profits Processing 79 -5.9 -37.9 18.9 29.9 14.2 3.8 35.8
Nonmanufacturing 161 -4.7 -22.2 16.2 4.2 20.5 -1.1 21.0
Nonmanufacturing (ex financials) 137 3.9 -28.8 20.7 5.6 21.8 -0.4 26.2
Russell/Nomura Small Cap 1,234 -5.9 -12.0 2.1 32.3 10.8 -14.5 53.1
Russell/Nomura Small Cap (ex financials) 1,144 -3.4 -13.9 1.2 39.1 11.9 -16.2 63.0

Note: Latest estimates as of 1 June 2021, previous estimates as of 1 March 2021.
Source: Nomura

Fig. 2: Major assumptions

As of 19 Apr 2021
Industrial

As of 20 Jan 2021
Industrial

production P('J:I\I(cy r;\te WTI Exchange rate (avg) production PoFll;:y r:te WTI Exchange rate (avg)
2015se year (Fy-end) 2015 base year (Fy-end)
%y-y % $/bbl USD/JPY EURIJPY %y-y % $/bbl USDIJPY EURIJPY
FY FY20E -9.6 -0.10 423 106.00 123.69 -3.6 -0.10 54.8 108.72 120.82
FY21E 13.6 -0.10 61.1 108.00 129.00 -10.6 -0.10 41.1 105.26 123.01
FY22E 5.7 -0.10 56.8 108.00 129.00 9.9 -0.10 51.5 103.00 125.00
Half-yearly FY20 H1 -16.5 -0.10 344 106.80 121.26 -1.7 -0.10 58.1 108.61 121.41
FY20E H2 -2.6 -0.10 50.2 105.21 126.12 -5.6 -0.10 51.6 108.84 120.22
FY21E H1 17.6 -0.10 60.8 108.00 129.00 -16.5 -0.10 344 106.80 121.26
FY21E H2 10.1 -0.10 59.3 108.00 129.00 -4.5 -0.10 47.8 103.73 124.76
FY22E H1 7.3 -0.10 57.0 108.00 129.00 12.6 -0.10 525 103.00 125.00
FY22E H2 4.1 -0.10 55.5 108.00 129.00 7.4 -0.10 50.5 103.00 125.00

Note: WTI is term-average WTI crude oil futures price. The above assumptions are not Nomura forecasts but the assumptions on which Nomura analysts base their earnings

forecasts.
Source: Nomura
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Contributions to recurring profit growth by sector

Overview of FY20 results
In FY20, recurring profits rose in 6 of 19 sectors and fell in the other 13 sectors.

Contributions to profit growth were greatest in the telecommunications, electrical machinery & precision equipment, steel

& nonferrous metals, software and other sectors. The telecommunications sector was greatly affected by growth in profits in
SoftBank Group's investment business, which accounted for most of the amount by which profits rose in the sector. In the
electrical machinery & precision equipment sector, changes in lifestyles during the pandemic spurred growth amid the greater
spread of information and telecommunications technology ranging from IoT, to Al and 5G. Business related to end products and
the electronic parts and semiconductors used in them did well owing to the spread of remote work and online school, as well as
growth in stay-at-home spending as people refrained from venturing outside. However, one-time factors were also big, including
the disappearance of losses recognized in FY19 and capital gains. In the steel & nonferrous metals sector, the effect of asset
impairment losses recognized in FY19 dropping out of the picture is big. Excluding this, demand for steel fell sharply in H1
owing to the suspension of economic activity, but it recovered in H2, primarily for use in manufacturing sectors, and furthermore
sharp fixed-cost cuts and other cost-reduction efforts such as production optimization contributed to profit growth. In the
software sector, sales of gaming software and hardware were strong owing to stay-at-home spending, and the contribution to
profit growth was big in the amusement sector.

Contributions to profit declines were biggest in the transportation, trading companies, automobiles, chemicals, and retailing
sectors. The contribution to profit decline was particularly big in the transportation sector. Restrictions on entering countries and
calls for people to stay at home to control the spread of COVID-19 led to sharp declines in passenger earnings at airline and
train operators. Within the sector, profits rose sharply at logistic-related businesses. Shipping companies benefited from growth
in demand for consumption goods including medical supplies and stay-at-home goods, and trucking companies from growth in
e-commerce. At trading companies, one-time losses were recognized, such as on the impairment of assets, and coal, LNG, and
other resource-oriented businesses deteriorated owing to some sluggish resource prices. In automobiles, sales volumes fell,
mainly in H1, owing to suspension of factory operations around the world and curtailment of marketing activities by dealers. In
chemicals, companies were also affected by the suspension of economic activity because of the pandemic. In retailing,
negatives were the evaporation of inbound tourist spending owing to restrictions on entering the country and reduced/eliminated
operating hours at stores for the purpose of controlling the spread of the disease.

Overview of the corporate earnings outlook for FY21
For FY21, our analysts expect recurring profits to increase in 16 of 19 sectors and decrease in 3.

We forecast large contributions to profit growth in the transportation, automobiles, trading companies, chemicals, steel

& nonferrous metals, and other sectors. We think visibility on expectations for recovery in passenger numbers is high, with the
rollout of the COVID-19 vaccination program in Japan coming into sight. That said, the effects of the pandemic remain, and we
do not expect domestic passenger income at airlines to recover to pre-pandemic levels until FY22. Aside from economic activity
returning to normal, we expect companies to continue to make efforts to improve profitability, such as by cutting costs. In
automobiles, global demand has been recovering, driven by the US and China. A headwind is the shortage of semiconductors,
and we expect global production at Japanese automakers to decline in H1, but we expect the full-year decline in production to
be narrower as companies try to make up for lost ground in H2. At trading companies, conditions should be favorable in
resource businesses on higher prices of commodities such as iron ore, copper, and crude oil. In non-resource businesses,
demand has been recovering for autos and chemicals. In chemicals, contributions are greatest in the oil subsector, on higher
market prices, the electronic materials subsector, on demand for semiconductors, and in the diversified chemicals subsector, on
strong demand for petrochemicals. In steel & nonferrous metals, we expect favorable supply-demand conditions to continue as
demand for steel recovers around the world.

We forecast profit declines in telecommunications, utilities, and construction. The decline in the telecommunications sector
reflects the disappearance of profits recognized by the investment business of SoftBank Group in FY20. In the utilities sector,
we expect a turn to losses related to the fuel cost adjustment system, and a decline in volume and price of electric power sold
owing to intensification of competition.



Nomura | JPN Outlook for FY20-21 corporate earnings

June 4, 2021

Fig. 3: Contributions to recurring profit growth by sector for the Russell/Nomura Large Cap Index

FY20 FY21E
Increase in profits (%) Increase in profits (%)
| Growth Contribution! Contribution : i !
(ex financials) 16 sectors H i
Telecommunications Transportation SP 316 326
Electrical machinery, precision equipment 79.8 Automobiles 459 28.6 29.6
Steel, nonferrous metals 354 Trading companies 96.0 20.8 215
Software 18.3 Chemicals 49.8 15.2 15.7
Pharmaceuticals, healthcare 105 Steel, nonferrous metals 320.1 11.3 11.7
Food 0.4 Electrical machinery, precision equipment 14.1 10.3 10.7
Machinery 455 95 9.8
Decrease in profits % Retailing 26.2 4.6 48
Media SP 45 4.7
Pharmaceuticals, healthcare 17.6 4.2 43
Financials -1.4 -4.7 = Financials 4.7 33 =
Machinery -5.0 -5.0 -4.8 Software 18.8 3.0 3.1
Construction -134 -5.7 -54 Housing, real estate 9.9 26 2.7
Media SL -9.0 -8.6 Household goods 333 2.6 2.6
Utilities -15.3 -10.0 95 Food 8.4 15 15
Household goods -23.6 -10.6 -10.1 Senvices 2.1 0.4 0.4
Housing, real estate -10.8 -13.1 -12.5
Services -14.3 -14.4 -13.8 Decrease in
Retailing -17.7 -16.2 -15.4 Growth iContribution: Contribution
Chemicals -11.6 -18.3 -175 3 sectors i (exfinancials)
Automobiles 7.7 -23.0 -21.9 Construction . . -0.5
Trading companies -26.8 -35.0 -33.4 Utilities -2.2
Transportation SL -212.9 -203.5 Telecommunications -53.1
FY22E
Increase in profits ] %)

Contribution
(ex financials)

Transportation . 153.2 18.1 20.7

Automobiles 143 14.0 16.0
Telecommunications 221 133 153
Financials 16.0 12.7 -
Electrical machinery, precision equipment 135 12.0 13.8
Pharmaceuticals, healthcare 176 53 6.1
Services 20.3 44 5.0
Chemicals 74 3.6 42
Machinery 10.1 33 3.8
Housing, real estate 104 3.2 3.6
Software 143 29 &3
Retailing 114 2.7 3.1
Food 12.9 27 3.1
Household goods 16.3 1.8 2.0
Utilities 9.6 1.0 1.2
Construction 116 1.0 11
Steel, nonferrous metals 0.6 0.1 0.1
Decrease in profits %,

Contribution

(ex financials)

Trading companies -2.8 -1.3 -1.5

Note: SP = switch to profits. SL = switch to losses. LS = losses shrinking.
Source: Nomura
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Revisions to recurring profit estimates (versus old
estimates)

Overview of FY20 results

FY20 recurring profits were higher than forecast in 15 of 19 sectors and lower than forecast in four sectors.

The amount by which forecasts were exceeded was highest in the telecommunications, automobile, financials, electrical
machinery & precision equipment, and services sectors. In the telecommunications sector, the amount by which forecasts were
exceeded was accounted for mainly by profits in the investment business of SoftBank Group. In the automobile sector, the effect
of semiconductor shortages was minimal as of FY20 Q4, and the effect of profitability improvements such as by holding down
incentives and increasing sales through gains in market share were sizable. The sales finance business did well in response to
rising used-car prices. In the financials sector, net business profits exceeded expectations on solid customer-facing business in
Japan and overseas, and on equity-related income in response to the stock market rally. Credit costs were lower than expected
as the pandemic effect was smaller than expected. In the electrical machinery & precision equipment sector, FA and other
industrial and IT-related demand recovered, and benefits of profitability improvements emerged via restructuring and improved
cost efficiency. In the services sector, Japan Post Holdings [6178] saw steady asset management operations in the subsidiary
life insurance business, insurance payouts were smaller than anticipated, and operational overhead in the postal services
business was kept under control.

The trading companies, pharmaceuticals & healthcare, household goods, and construction sectors fell short of expectations.
Excluding the construction sector, asset impairment losses were the biggest factor. At trading companies, impairment losses on
asset holdings and one-time losses were recognized. Commodity market prices were strong and results were solid if these
factors are stripped from the equation. In the pharmaceuticals & healthcare sector, asset impairment losses were recognized on
changes to development plans for genetic therapies and on delays to sales of surgical equipment. In the household goods
sector, the effect of recognizing asset impairment losses was big. In the construction sector, building construction business
sales and gross margin were weak.

Overview of the corporate earnings outlook for FY21

Our analysts raised FY21 recurring profit forecasts for 14 of 19 sectors and lowered them for five.

The amount by which recurring profit forecasts were raised was biggest for the automobiles, steel & nonferrous metals,
electrical machinery & precision equipment, trading companies, chemicals, and other sectors. In the automobiles sector,
headwinds were higher raw material prices and semiconductor shortages, but the effect of increased sales on the back of share
gains was big for some automakers. In the steel & nonferrous metals sector, revisions factor in continued favorable business
conditions with improvement in steel spreads amid tight global supply-demand for steel, and greater-than-expected leveraging
of production and structural reform benefits. Iron ore prices have been rising, leading to upward revisions to inventory valuation
gain/loss expectations. In the electrical machinery & precision equipment sector, revisions factor in sustained growth in IT fields
and recovery in industrial and mobility fields. In semiconductors, supply remains tight overall, and we expect capacity utilization
to remain high. In addition, revisions reflect emerging signs of bottoming in camera and printer markets. In the trading
companies sector, forecasts were raised in view of recovery in demand for autos and chemicals, and higher iron ore and other
commodity prices. In the chemicals sector, revisions were made to reflect a broadening in the recovery in demand for materials
used in automobiles, steel, semiconductors, LCD displays, and housing/infrastructure.

Downward revisions were made to the transportation, pharmaceuticals & healthcare, services, construction, and utilities sectors.
In the transportation sector, forecasts reflected delays to the recovery in travel demand. In the pharmaceuticals & healthcare
sector, rising R&D expenses aimed at speeding up development efforts were reflected in forecasts. In the services sector,
theme park attendance forecasts were revised in response to the state of emergency being declared again. In the utilities
sector, forecasts for electric power sales were lowered to reflect more intense competition than before, and also, gains/losses
related to the fuel cost adjustment scheme were factored in. The effects of one-time costs for unplanned stoppages of coal-fired
thermal power plants in Japan and system development costs were also big.
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Fig. 4: Revisions to recurring profit estimates (versus old estimates) for the Russell/Nomura Large Cap Index

FY20 FY21E

[Upward revisions] 15 sectors [Upward revisions] 14 sectors

Old Revision | Change : Old Revision Change

¥bn ¥bn % i ¥bn ¥bn %
Telecommunications 8,419 6,883 1,536.1 223 Automobiles 7,096 6,506 589.7 @il
Automobiles 4,822 4,283 5385 126 Steel, nonferrous metals 1,154 712 441.4 62.0
Financials 5,583 5173 410.0 7.9 Electrical machinery, precision equipment 6,499 6,089 409.7 6.7
Electrical machinery, precision equipment 5,622 5,244 378.1 7.2 Trading companies 3,306 2,913 3925 iz
Senvices 1,509 1,197 3121 26.1 Chemicals 3,568 3,266 301.8 9.2
Machinery 1,670 1,479 190.8 129 Machinery 2,374 2,262 1116 4.9
Housing, real estate 1,878 1,735 142.6 8.2 Media 286 183 103.0 56.4
Transportation -1,573 -1,709 136.4 -8.0 Financials 5,815 5,766 49.4 0.9
Steel, nonferrous metals 296 184 111.7 60.7 Software 1,454 1,408 456 3.2
Utilities 965 886 79.1 8.9 Housing, real estate 2,225 2,184 405 1.9
Media -2 -52 49.6 -95.9 Food 1,509 1,479 30.1 2.0
Software 1,172 1,137 34.8 3.1 Telecommunications 4,399 4,382 16.8 0.4
Food 1,373 1,344 29.4 22 Household goods 798 791 7.6 1.0
Retailing 1,310 1,286 236 18 Retailing 1,737 1,734 3.0 0.2
Chemicals 2,425 2,414 10.8 0.4

[Downward revisions] 5 sectors

[Downward revisions] 4 sectors Old Revision Change

¥bn %

Revision | Change

¥bn % Utiliies

Construction Construction -12.4
Household goods -5.3 Services -7.9
Pharmaceuticals, healthcare -4.4 Pharmaceuticals, healthcare -10.1

Note: Latest estimates as of 1 June 2021, previous estimates as of 1 March 2021.
Source: Nomura
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Fig. 5: Revision index for the Russell/Nomura Large Cap Index

(%)
(yy/m) 19/6 19/12 20/12
Russell/Nomura Large Cap -24.6 -15.6 -15.5 -45.5 -25.5 7.6 29.3 16.2
Russell/Nomura Large Cap (ex financials) -26.1 -16.9 -15.0 -48.0 -23.9 7.2 31.0 16.1
Manufacturing -46.4 -25.7 -21.7 -57.7 -17.7 7.4 38.7 18.5
Basic materials -63.4 -56.1 -40.5 -64.9 -29.7 18.9 52.8 61.1
Processing -50.6 -32.5 -23.8 -63.1 -14.3 20.2 64.6 27.8
Nonmanufacturing (ex financials) 2.3 -4.7 -6.1 -35.1 -32.1 6.9 21.2 13.1
(%)
80 1 Russell/NomuralLarge Cap (ex financials)
60 A
40 1
20
0 4
-20 4
_40 4
-60 4
e

.80 -
80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20

Note: (1) Calculated by Nomura based on revisions to recurring profit forecasts. Excludes consolidated subsidiaries. (2) Revision index = (number of upward revisions - number
of downward revisions) + number of constituent companies.

Source: Nomura
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Russell/Nomura Large Cap Index: earnings indicators

Fig. 6: Percentage change in sales by sector

FY20E FY20E FY21E FY21E FY22E

Oold New Old New New

Russell/Nomura Large Cap (ex financials) 310 6.5 -2.5 -8.5 -7.5 8.5 9.9 35

Industrial Manufacturing 173 3.0 -2.7 -8.7 -8.0 9.5 11.9 3.6
groups Basic mgterlals 36 7.0 -2.0 -12.0 -12.1 15.4 19.8 0.6
Processing 79 1.7 -4.5 -8.7 -7.7 9.2 11.7 4.8
Nonmanufacturing (ex financials) 137 11.5 -2.3 -8.3 -6.8 7.3 7.4 3.4

Materials 36 7.0 -2.0 -12.0 -12.1 15.4 19.8 0.6

Machinery, autos 40 2.2 -4.4 -11.3 -10.4 10.6 13.9 5.7

Broad Electronics 39 0.8 -4.8 -4.3 -3.0 7.2 8.4 3.3
sectors Consumer, distribution 103 15.5 -0.6 -6.3 -4.4 6.2 7.7 2.2
Information 30 3.7 -7.4 -1.4 -0.6 4.4 5.3 3.3

Utilities, infrastructure 62 3.8 0.2 -12.4 -12.2 8.4 5.0 5.7

Chemicals 30 8.0 -1.2 -12.3 -12.4 14.8 16.9 1.4

Steel, nonferrous metals 6 4.7 -3.9 -11.2 -11.3 17.2 28.0 -15

Machinery 24 3.0 -3.6 -7.2 5.5 8.7 8.7 5.0

Autos 16 2.0 -4.6 -12.5 -11.8 11.1 15.4 5.9

Electrical machinery, precision equipment 39 0.8 -4.8 -4.3 -3.0 7.2 8.4 3.3
Pharmaceuticals, healthcare 24 3.5 9.7 -1.9 2.1 3.5 3.5 2.5

Food products 20 25 0.7 -4.1 -3.9 2.0 1.0 3.1

Household goods 14 3.5 -0.8 -7.7 -7.4 6.0 5.8 5.1

Sectors Trading companies 8 45.0 -5.0 -10.6 -5.8 5.6 11.6 0.6
Retailing 19 3.1 25 -3.0 -3.4 14.6 14.2 3.9

Senices 18 1.9 -2.5 -5.7 -4.0 2.7 0.1 25

Software 15 9.5 7.5 8.2 9.2 3.9 6.7 4.4

Media 3 6.4 0.8 -13.0 -12.9 15.1 9.6 3.5
Telecommunications 12 2.7 -10.7 -1.5 -0.6 3.5 4.5 3.0
Construction, engineering 8 8.0 5.1 -6.2 -9.8 3.9 7.1 3.3

Housing, real estate 20 5.4 2.3 -5.6 -4.3 6.3 6.8 4.5
Transportation 24 -1.1 -2.2 -26.1 -28.2 22.1 19.1 11.5

Utilities 10 6.6 -0.9 -6.4 -3.1 0.4 -9.2 2.0

Note: (1) Figures exclude listed consolidated subsidiaries. (2) Latest estimates as of 1 June 2021; previous estimates as of 1 March 2021.
Source: Nomura
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Fig. 7: Percentage change in recurring profits by sector

FY18 FY19 FY20E FY20E FY21E FY21E FY22E
Old New old New New

Russell/Nomura Large Cap 334 1.1 -20.5 -4.4 4.5 25.9 19.3 15.1
Russell/Nomura Large Cap (ex financials) 310 3.1 -22.3 -3.6 5.6 28.2 21.6 15.0

Industrial Manufacturing 173 -1.5 -27.2 24 7.6 33.7 34.7 12.4
groups Basic mgtenals 36 2.1 -52.0 9.3 13.7 56.5 77.8 5.7
Processing 79 -2.6 -24.5 0.8 8.7 33.5 31.0 13.4
Nonmanufacturing 161 3.7 -14.3 -9.9 2.0 18.9 6.0 18.1
Nonmanufacturing (ex financials) 137 9.7 -16.0 -10.3 3.3 21.4 6.5 18.8

Materials 36 2.1 -52.0 9.3 13.7 56.5 77.8 5.7

Machinery, autos 40 -8.9 -23.9 -14.6 -7.0 51.1 45.8 13.3

Broad Electronics - 39 9.3 -25.3 25.7 34.8 14.3 14.1 135
. Consumer, distribution 103 2.8 -9.5 -12.5 -12.0 31.4 31.4 10.2
Information 30 33.1 -35.2 113.6 157.0 -25.0 -35.8 18.3

Utilities, infrastructure 62 -2.5 -2.6 -74.5 -68.8 185.5 120.8 37.7

Financials 24 -10.5 -9.1 -8.7 -1.4 12.0 4.7 16.0

Chemicals 30 4.5 -34.2 -11.5 -11.6 375 49.8 7.4

Steel, nonferrous metals 6 -7.3 SL SP SP 328.5 320.1 0.6

Machinery 24 9.6 -30.0 -16.0 -5.0 52.7 45.5 10.1

Autos 16 -14.6 -21.5 -14.0 -7.7 50.5 45.9 14.3

Electrical machinery, precision equipment 39 9.3 -25.3 25.7 34.8 14.3 14.1 13.5
Pharmaceuticals, healthcare 24 -3.5 8.0 17.0 11.8 25.3 17.6 17.6

Food products 20 -3.7 -15.6 -1.8 0.6 8.5 8.4 12.9

Household goods 14 6.9 -7.5 -19.3 -23.6 26.1 33.3 16.3

Trading companies 8 10.4 -27.9 -17.7 -26.8 54.0 96.0 -2.8

Sectors Retailing 19 3.3 4.1 -19.1 -17.7 27.5 26.2 11.4
Senices 18 0.0 1.7 -32.0 -14.3 38.9 21 20.3

Software 15 16.7 20.1 35.4 39.6 19.2 18.8 14.3

Media 3 4.1 -57.5 SL SL SP SP -19.9
Telecommunications 12 38.5 -41.4 151.5 207.6 -36.1 -47.6 22.1
Construction, engineering 8 -1.1 0.6 -11.3 -13.4 5.1 -5.6 11.6

Housing, real estate 20 2.7 5.4 -17.6 -10.8 16.1 9.9 10.4
Transportation 24 2.2 -17.4 SL SL SP SP 153.2

Utilities 10 -12.8 17.7 -22.2 -15.3 -5.5 -17.5 9.6

Financials 24 -10.5 -9.1 -8.7 -1.4 12.0 4.7 16.0

Note: (1) Figures exclude listed consolidated subsidiaries. Latest estimates as of 1 June 2021; previous estimates as of 1 March 2021. (2) SP = switch to profits. SL = switch to
losses. LS = losses shrinking. LI = losses increasing.

Source: Nomura
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Fig. 8: Recurring profits by sector

¥bn, except where noted

No. of FY18 FY19 FY20E FY20E FY21E FY21E FY22E
cos Old New Old New New

Russell/Nomura Large Cap 334 48,162 38,542 36,528 40,173 46,458 48,244 55,529
Russell/Nomura Large Cap (ex financials) 310 41,796 32,757 31,355 34,590 40,692 42,429 48,786

Industrial Manufacturing 173 23,510 17,180 17,472 18,613 23,544 25,189 28,307
groups Basic m:’aterlals 36 4,963 2,453 2,598 2,721 3,978 4,722 4,993
Processing 79 14,552 10,942 11,007 12,114 14,857 15,968 18,104
Nonmanufacturing 161 24,652 21,362 19,057 21,560 22,914 23,055 27,223
Nonmanufacturing (ex financials) 137 18,286 15,578 13,883 15,977 17,148 17,240 20,479

Materials 36 4,963 2,453 2,598 2,721 3,978 4,722 4,993

Machinery, autos 40 8,911 6,745 5,763 6,492 8,768 9,469 10,727

Broad Electronics 39 5,641 4,197 5,244 5,622 6,089 6,499 7,377
TS Consumer, distribution 103 10,312 9,397 8,218 8,260 11,056 11,108 12,244
Information 30 5,753 3,728 7,969 9,589 5,973 6,139 7,260

Utilities, infrastructure 62 6,216 6,236 1,564 1,906 4,827 4,492 6,186

Financials 24 6,366 5,785 5,173 5,583 5,766 5,815 6,743

Chemicals 30 4,036 2,758 2,414 2,425 3,266 3,568 3,832

Steel, nonferrous metals 6 927 -305 184 296 712 1,154 1,161

Machinery 24 2,539 1,781 1,479 1,670 2,262 2,374 2,614

Autos 16 6,372 4,964 4,283 4,822 6,506 7,096 8,113

Electrical machinery, precision equipment | 39 5,641 4,197 5,244 5,622 6,089 6,499 7,377
Pharmaceuticals, healthcare 24 1,540 1,632 1,894 1,810 2,438 2,191 2,578

Food products 20 1,625 1,387 1,344 1,373 1,479 1,509 1,704

Household goods 14 830 765 629 596 791 798 929

Trading companies 8 3,148 2,271 1,868 1,663 2,913 3,306 3,213

Sectors Retailing 19 1,497 1,612 1,286 1,310 1,734 1,737 1,936
Senices 18 1,672 1,731 1,197 1,509 1,701 1,566 1,885

Software 15 620 813 1,137 1,172 1,408 1,454 1,662

Media 3 364 154 -52 -2 183 286 229
Telecommunications | 12 4,769 2,761 6,883 8,419 4,382 4,399 5,369
Construction, engineering 8 696 734 652 636 699 613 684

Housing, real estate 20 2,055 2,165 1,735 1,878 2,184 2,225 2,456
Transportation 24 2,474 2,170 -1,709 -1,573 1,106 859 2,174

utilites ] 10 992 1,167 886 965 838 796 872

Financials 24 6,366 5,785 5,173 5,583 5,766 5,815 6,743

Note: Figures exclude listed consolidated subsidiaries. Index composition for period through FY19 differs from index composition from FY20 onwards. Accordingly, prior-year
comparison base for y-y changes has altered, thereby resulting in different y-y figures than before. Latest estimates as of 1 June 2021; previous estimates as of 1 March 2021.

Source: Nomura
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Fig. 9: Percentage change in quarterly sales and profits (FY20 Q1-FY20 Q4)

SEUES Operating profits Recurring profits Net profits
Q1 Q2 Q3 Q4 Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Russell/Nomura Large Cap - - - - - - - - -53.2 -175 289 263.8; -58.1 -16.2 37.8 SP
Russell/Nomura Large Cap (exfinancials) | -20.4 -10.2 -2.3 3.6f -655 -27.6 10.2 49.2; -59.5 -17.1 349 290.9; -644 -14.2 41.1 SP

elisiiE] Manufacturing -25.0 -9.6 -1.2 56 -736 -215 37.1 1418 -645 -229 496 2273} -834 -233 58.2 1,629.7
- Basic m.aterials -234 -163 -82 25 -840 -516 995 SPi -884 -56.3 885 SP SL -87.0 1,016.9 SP
Processing -298 -88 1.3 82} -945 -173 377 930 -763 -180 588 1728} -924 -82 493 9045
Nonmanufacturing - - - - - - - - -46.0 -121 14.0 318.7; -436 -8.6 217 SP
Nonmanufacturing (exfinancials) -144  -11.1 -3.8 12 -557 -350 -198 -27.1} -552 -8.8 202 4474 -496 0.5 22.6 SP

Basic materials -234 -163  -82 25} -840 -516 995 SP{ -884 -56.3 885 SP SL -87.0 1,016.9 SP
Machinery, autos -376 9.6 14 74 SL -189 535 179.7 SL -19.9 50.0 2747 SL -228 465 SP

Broad Electronics -15.2 -7.3 1.2 9.5} -365 -153 195 324 163 -151 743 888; 270 141 53.7 138.1
seciors Consumption, distribution -133 -83 -29 6.6f -356 -151 -2.0 6.9 -36.7 -17.3 -39 476! -474 -299 -2.8 525
Information -1.9 05 39 -40f 145 -00 6.6 126; -27.6 260.3 1351 SP{ 122 SP 1903 SP

Utilities, infrastructure -182 -169 -78 -65; -975 -640 -505 -745; -989 -61.2 -414 -751 SL -67.0 -438 LI

Financials - - - - - - - -1 -16.0 -20.2 -25 116.0f -26.8 -26.6 19.2 8,108.7
Chemicals -240 -16.1 -85 33} -69.8 -319 -86 23762! -72.8 -355 -135 3,802.4 SL -42.8 115 SP

Steel, nonferrous metals -21.4  -16.7 -73 0.2 SL SL SP SP SL SL SP SP SL SL SP SP
Machinery -17.3 -7.1 -0.3 52 -769 -200 428 71.9: -682 -187 405 133.0; -743 -236 6.7 150.7
Automobiles -43.3 -10.3 1.8 8.1 SL -185 56.7 269.6 SL -203 527 3821 SL -226 63.1 SP

Electrical machinery, precision equipment | -15.2 -7.3 12 9.5 -365 -153 195 324; 163 -151 743 888 270 141 53.7 138.1
Pharmaceuticals, healthcare -4.1 -2.8 -0.6 -2.2; 118 -216 152 29.8; 150 -242 113 71.0; 100 -415 18.2 455

Food products -8.5 -3.0 -3.4 -0.9 -3.0 153 -11.2 334 -54 109 -105 38.1 -6.2 53 -114 435
Household goods -172 90 -1.2 26f -483 -19.7 -1.7 -9.3{ -536 -19.6 79 112 -752 -20.8 -14  -245

Trading companies -213 -141 55 19.2f -630 -375 -30.7 8.1 -583 -37.6 -29.9 SP{ -635 -37.8 -31.7 SP

Sectors  |Retailing -9.2 -55 -1.0 -1.1} -50.2 -14 179 -189; -51.3 -2.2 124 -15.2} -957 -183 164 -155
Services -9.7 -6.4 -1.8 1.2} -515 -156 54 7.2 -532 -16.2 4.6 82 -664 -442 83 -496

Software 17.3 8.1 52 85/ 855 36.1 307 136! 940 348 220 297! 86.2 77 216 646

Media -219 -209 -84 -20f -685 -982 SL 92 -620 -876 LI -89 974 SL LI -54.7
Telecommunications -2.2 25 5.6 -6.3 6.6 -0.4  13.0 12.7; -33.8 587.8 182.0 SP{ 105 SP  269.6 SP
Construction, engineering -99 -125 -9.2 -8.0 -8.8 -15.2 -81 -19.9 -65 -15.1 -9.6 -185! -17.7 -105 -7.0 -119

Housing, real estate 54 96 111 -11.0f{ -170 -254 262 -146 -214 -269 268 -160; -293 -309 454 -159
Transportation -39.6 -33.7 -219 -16.7 SL SL -99.9 LI SL SL -92.2 LI SL SL SL LI

Utilities -83 66 -74 91} -47 327 -842 -706! -225 419 -328 SLi -60.8 16.0 3.9 LS
Financials - - - - - - - -i -16.0 -20.2 -25 116.0{ -26.8 -26.6 19.2 8,108.7

Note: (1) Q1 = Feb-Apr, Mar-May, or Apr-Jun; Q2 = May-Jul, Jun-Aug, or Jul-Sep; Q3 = Aug-Oct, Sep-Nov, or Oct-Dec; Q4 = Nov-Jan, Dec-Feb, or Jan-Mar. (2) Figures are for
companies that had announced results (either full year, Q1, Q2, or Q3) by 1 June 2021. (3) Excludes consolidated subsidiaries. (4) SP = switch to profits; SL = switch to losses;
LS = losses shrinking; LI = losses increasing.

Source: Nomura
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Fig. 10: Valuation indicators

P/E P/CF P/B Dividend yield ROE
FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY20 FY21E FY22E FY20 FY21E FY22E
X X X X X X X X % % % % % %
Russell/Nomura Large Cap 21.4 17.6 15.1 - - - 1.47 1.45 1.86 267 2.93 7.2 8.4 9.3
Russell/Nomura Large Cap (ex loss-making cos) 18.0 17.0 14.7 - - - 1.61 1.44 1.80 273 3.01 9.4 8.6 9.3
Russell/Nomura Large Cap (ex financials) 23.2 18.5 15.9 10.4 9.9 9.1 1.68 1.65 1.68 258 285 7.5 9.1 10.0
Industrial ;{Manufacturing 26.9 18.8 16.7 11.5 10.7 9.9 1.80 1.74 1.58 2.93 3.26 7.0 9.5 10.1
groups Basic materials 33.7 136 129 9.0 6.3 62| 121 118 189 250 2.62 3.6 8.9 8.8
Processing 25.0 18.4 16.1 11.0 11.0 10.0 1.80 1.74 1.39 3.35 3.80 7.6 9.7 10.4
Nonmanufacturing 16.7 16.2 13.4 - - - 1.17 1.19] 2.23 233 250 7.3 7.4 8.6
Nonmanufacturing (ex financials) 18.9 18.0 14.8 9.0 8.8 7.9 1.51 1.51 1.84 2.02 2.19 8.3 8.5 9.9
Basic materials 33.7 13.6 12.9 9.0 6.3 6.2 1.21 1.18 1.89 2.50 2.62 3.6 8.9 8.8
Machinery, autos 259 154 135 9.5 9.5 86| 141 137 169 548 6.21 5.7 9.1 9.8
d Electronics 24.2 22.6 19.8 12.9 13.1 11.9 2.49 2.35 1.09 1.31 1.50 11.0 10.8 11.4
sigirs Consumption, distribution 31.3 215 195/ 148 122 115 193 192 180 193 203 6.5 9.0 9.5
Information 8.7 17.4 14.3 5.9 9.0 8.1 2.00 2.04 1.94 2.14 2.36 24.4 12.1 13.7
Utilities, infrastructure 784 175 122 9.9 7.0 59| 1.07 1.05 196 218 244 1.4 6.1 8.3
Financials 109 110 9.4 - - -] 059 060 401 376 393 5.6 5.4 6.2
Chemicals 32.3 15.5 14.6 9.8 7.3 7.1 1.37 1.33 1.97 2.20 2.33 4.3 8.7 8.8
Steel, nonferrous metals 44.9 8.1 8.0 6.2 3.8 37| 074 0.73 143 413 421 1.7 9.3 8.9
Machinery 36.1 23.5 21.1 16.3 14.5 13.4 2.07 2.12 1.11 1.46 1.72 6.1 9.1 9.7
Automobiles 220 127 110 7.5 7.8 7.0 117 1.12] 205 8.02 9.04 5.6 9.0 9.9
Electrical machinery, precision equipment 24.2 22.6 19.8 12.9 13.1 11.9] 249 2.35 1.09 1.31 1.50 11.0 10.8 11.4
Pharmaceuticals, healthcare 29.7 264 227 167 157 142 240 231| 185 196 203 8.3 8.9 9.9
Food products 21.7 19.7 17.5 11.3 10.9 10.2 1.83 1.76 2.75 2.82 3.00 8.6 9.1 9.8
Household goods 493 314 268 257 201 17.9] 3.84 359 118 139 155 80 119 129
Trading companies 17.1 8.5 8.8 6.9 5.0 51| 098 095 342 362 3.68 6.0 116 104
Sectors {Retailing 51.5 29.1 25.6 18.7 14.5 13.3 2.96 2.88 1.13 1.15 1.24 5.8 10.2 10.9
Senices 444 344 280 213 189 167 162 181 112 127 132 4.0 5.0 6.3
Software 24.3 21.6 18.9 20.8 18.8 16.7 4.48 4.15 2.05 2.44 2.78 19.8 20.2 20.8
Media - 150 181] 611 100 11.3] 1.07 165 166 182 209 2.7 115 8.9
Telecommunications 6.2 15.9 12.5 4.1 7.0 6.3 1.66 1.63 1.91 2.00 2.16 28.9 10.5 12.5
Construction 9.2 102 9.2 7.7 8.5 7.7] 091 0.90| 3.06 320 3.49| 104 9.1 9.6
Housing, real estate 15.1 13.2 12.1 9.9 9.0 8.4 1.26 1.20 2.35 2.50 2.70 8.6 9.4 9.6
Transportation - 387 136| 64.0 8.8 6.2 132 134] 111 140 1.79 -9.5 3.5 9.4
Utilities 9.6 121 109 2.6 2.7 27| 052 051] 316 327 3.27 5.6 4.3 4.6
Financials 109 11.0 9.4 - - /| 059 060 401 376 3.93 5.6 5.4 6.2
Russell/Nomura Small Cap 22.3 17.3 15.6 - - - 1.08 1.01 1.78 2.30 2.37 5.0 5.9 6.4
Russell/Nomura Small Cap (ex financials) 24.7 18.4 16.5 10.4 8.8 8.3 1.26 1.16 1.69 1.85 1.91 5.3 6.4 6.9

Note: As of 1 June 2021.
Source: Nomura
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What are the Russell/Nomura Japan Equity Indexes?

The Russell/Nomura Japan Equity Indexes are Japanese equity indexes developed jointly by FTSE Russell Indexes and the
Global Research Division, Financial Engineering & Technology Research Center, Nomura Securities Co., Ltd.

Russell/Nomura Japan Equity Indexes should be useful in:
e Determining investment strategies (strategic asset allocation)
e Determining manager structures
e Devising asset management benchmarks
e  Supporting portfolio management activities
e Evaluating the performance of various investment styles

e Managing risk

Russell/Nomura Japan Equity Indexes have the following characteristics:

e They are share price indexes that are weighted by free-float-adjusted market capitalization and cover the top 98% of all
listed stocks in terms of float-adjusted market capitalization, thereby offering broad market coverage

e In addition to stocks listed on the First Section of the Tokyo Stock Exchange (TSE-1), they include stocks listed on
other exchanges

e Because the indexes take into consideration the stable shareholding ratio, they reflect the stocks that are actually
available for investment

e There are style indexes for large and small companies and for value and growth stocks

e The Prime Index consists of the top 1,000 stocks in the Total Market Index by market cap excluding stable
shareholdings

e  Stocks are selected quantitatively based on clearly defined criteria

e The composition of each index is reviewed once a yeatr.

Complete details of rules for the Russell/Nomura Japan Equity Index can be found in the Russell/Nomura Japan Equity Index
Rulebook.

The intellectual property right and any other rights, in Russell/Nomura Japan Equity Index belong to Nomura Securities Co., Ltd.
("Nomura") and Frank Russell Company ("Russell"). Nomura and Russell do not guarantee accuracy, completeness, reliability,
usefulness, marketability, merchantability or fitness of the Index, and do not account for business activities or services that any
index user and/or its affiliates undertakes with the use of the Index.
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(tax included) per issue transferred depending on volume. No account fee will be charged for marketable securities or monies deposited.
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