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Summary and major assumptions

Overview of the FY13 corporate earnings outlook

In this report, we collate earnings forecast data issued by our analysts, and then analyze that data. For FY13, our analysts
estimate growth in sales of 10.7% y-y and in recurring profits of 37.3% for companies in the Russell/Nomura Large Cap Index
(ex financials). Compared with our previous projections released in August (data collated on 20 August), these figures represent
upward revisions of 0.4ppt for sales and 1.2ppt for recurring profits. Downward revisions to recurring profit forecasts ended after
one quarter, and corporate earnings have once again returned to the path of upward revisions. Excluding the utilities sector,
which is projected to incur recurring losses for a third consecutive year, our recurring profit growth forecast has increased by
0.2ppt from 30.5%, to 30.7%. Our latest estimates assume USD/JPY of 97.9 and EUR/JPY of 131.0 over full-year FY13 (versus
our previous assumptions of 98.9 and 128.2, respectively). Although we have raised our recurring profit forecast by only
¥237.4bn, we also assume a stronger yen versus the US dollar.

Projected sales growth of 10.7% y-y for FY13 is eclipsed only by the 15.1% growth recorded in FY89 during the bubble
economy. Not only are emergency stimulus measures to support the Japanese economy beginning to have an effect, but we
also see exports regaining momentum from FY13 H2 as economic recovery in the US and the weaker yen boost export volumes.
Sales growth has benefited from the upturn in M&A activity as well as from yen depreciation and reflation.

In FY13 Q2, recurring profits at companies in the Russell/Nomura Large Cap Index (ex financials) increased 50.8% y-y, ahead
of the 44.7% growth recorded in FY13 Q1. The weaker yen provided significant benefits to Japanese companies during the
quarter, and the broad-based recovery in corporate earnings was evidenced by 17 of 19 sectors contributing to Q2 profit growth.
Whereas recurring profit growth of 46.1% in FY13 H1 was some 16.3ppt higher than the prior forecast of 29.8% growth. H2
recurring profit growth has now been lowered to 30.1%, versus the previous estimate of 42.2% growth.

Overview of the FY14 corporate earnings outlook

For FY14, our analysts look for growth in sales of 3.0% y-y and in recurring profits of 10.9% for companies in the
Russell/Nomura Large Cap Index (ex financials). These figures represent no change for sales but a 1.1ppt downward revision
for recurring profits versus our previous estimates. Our absolute recurring profit forecast has edged down by ¥64.8bn versus our
previous projection. For full-year FY14, we assume USD/JPY of 97 and EUR/JPY of 132 (previously 99 and 128, respectively).
Whereas we look for the weaker yen to have a sizeable y-y impact on corporate earnings in FY13, we anticipate no marked
fluctuations in forex in FY14, and accordingly see both sales and recurring profit growth returning to a more normal trajectory.

The previous peak for recurring profits was in FY07. Based on our bottom-up forecasts, we project that recurring profits will
reach 97% of the peak level in FY13 and 106% of the peak in FY14. Meanwhile, we project that ROE will rise from 5.9% in
FY12, to 8.9% in FY13, but remain flat in FY14, at 8.9%, versus 10.1% in FY05. We think further ROE improvement will hinge
on stemming the decline in corporate leverage.



Nomura | JPN Outlook for FY13-14 corporate earnings December 3, 2013

Fig. 1: Overview of consolidated earnings forecasts for the Russell/Nomura Large Cap Index
(% y-y, except where noted)

No. New Old
of cos FY11 FY12 FY13E FY14E FY13E FY14E
Russell/Nomura Large Cap (ex financials) 295 14 2.7 10.7 3.0 10.3 3.0
Manufacturing 179 0.2 3.0 10.5 2.9 10.0 3.0
Sales Basic materials 47 4.8 -0.5 10.3 0.7 10.7 1.0
Processing 81 -2.0 4.8 11.7 3.9 10.8 4.1
Nonmanufacturing (ex financials) 116 3.0 2.2 10.9 3.0 10.8 3.1
Russell/Nomura Small Cap (ex financials) 1,026 3.4 2.5 7.6 3.9 7.0 3.8
Russell/Nomura Large Cap (ex financials) 295 -18.6 4.5 35.5 11.1 35.0 12.1
Manufacturing 179 -14.2 7.5 37.5 9.9 38.4 10.2
Operating profits Basic mgterials 47 -9.8 -22.6 33.5 8.1 33.2 9.0
Processing 81 -20.6 29.1 47.0 10.9 48.3 11.2
Nonmanufacturing (ex financials) 116 -24.6 -0.4 32.2 13.2 29.6 154
Russell/Nomura Small Cap (ex financials) 1,026 -2.5 -2.1 27.0 11.4 26.0 11.0
Russell/Nomura Large Cap 332 -12.1 12.8 30.1 9.1 28.7 10.1
Russell/Nomura Large Cap (ex financials) 295 -19.5 7.7 37.3 10.9 36.1 12.0
Manufacturing 179 -17.9 10.3 415 9.6 41.5 10.5
Basic materials 47 -7.1 -19.2 28.1 6.8 26.9 7.9
Recurring profits | Processing 81 -29.3 36.4 58.1 11.0 58.0 12.0
Nonmanufacturing 153 -5.9 15.2 19.7 8.5 16.9 9.6
Nonmanufacturing (ex financials) 116 -21.7 3.5 30.5 13.0 27.4 14.6
Russell/Nomura Small Cap 1,115 6.5 3.9 21.1 8.8 17.8 9.6
Russell/Nomura Small Cap (ex financials) 1,026 0.5 4.5 21.0 9.8 18.4 10.4
Russell/Nomura Large Cap 332 -25.3 36.3 58.2 7.4 55.6 8.3
Russell/Nomura Large Cap (ex financials) 295 -35.2 26.7 81.8 8.9 79.4 9.8
Manufacturing 179 -42.9 30.8 82.8 10.0 83.6 10.0
Basic materials 47 -34.6 -30.8 86.9 9.1 92.6 8.3
Net profits Processing 81 -57.2 77.5 118.8 10.8 117.5 11.3
Nonmanufacturing 153 -2.6 41.0 38.5 4.7 33.2 6.5
Nonmanufacturing (ex financials) 116 -19.2 20.4 80.2 7.2 72.6 9.4
Russell/Nomura Small Cap 1,115 10.4 2.0 62.2 9.5 58.7 9.8
Russell/Nomura Small Cap (ex financials) 1,026 1.2 -2.0 72.2 11.2 70.0 10.9

Note: (1) Latest estimates as of 24 November 2013. Previous estimates as of 20 August 2013.
Source: Nomura

Fig. 2: Major assumptions

Industrial Uncolle_lteralized
production overnight call WTI Forex rate
rate

% y-y FY-end, % CIF, $/barrel | average, $/¥ average, €/¥
Annual FY12E -2.9 0-0.10 92.1 83.1 107.1
FY13E New 4.1 0-0.10 101.0 97.9 131.0
Old 3.3 0-0.10 98.6 98.9 128.2
FY14E New 4.4 0-0.10 102.0 97.0 132.0
Old 35 0-0.10 100.0 99.0 128.0
Semiannual  FY12 H1 11 0-0.10 92.9 79.3 100.6
FY12 H2 -6.9 0-0.10 91.3 86.8 113.6
FY13E H1 Includes some estimates Est 0.3 0-0.10 100.0 98.8 130.0
Old -0.4 0-0.10 97.1 98.8 128.4
H2 New 8.0 0-0.10 102.0 97.0 132.0
Old 6.7 0-0.10 100.0 99.0 128.0
FY14E H1 New 5.4 0-0.10 102.0 97.0 132.0
Old 4.5 0-0.10 100.0 99.0 128.0
H2 New 3.4 0-0.10 102.0 97.0 132.0
Old 2.6 0-0.10 100.0 99.0 128.0

Note: Macroeconomic assumptions as of 9 October 2013. Previous assumptions as of 12 July 2013. Some figures may differ from our economic outlook publication due to
different dates when forecasts were made.

Source: Nomura
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Contributions to recurring profit growth by sector

Overview of the FY13 corporate earnings outlook

For FY13, we estimate that recurring profits will increase (or losses will contract) in all 19 sectors. Sectors from which we expect
substantial contributions to overall profit growth are automobiles, electrical machinery & precision equipment, and utilities. We
assume the yen will weaken from USD/JPY of 83.1 in FY12, to 97.9 in FY13, and think the biggest contributions to profit growth
will come from sectors for which earnings benefit most from a weaker yen.

The automobile sector has much higher forex sensitivity than other sectors, and earnings have been buoyed by the weaker yen.
In addition, automakers are benefiting from brisk sales in Japan and the US, two markets in which sales volumes are large. The
US economy has also remained solid, and we estimate that US new car sales will rise 7.6% y-y in 2013, to 15.6mn vehicles.
While auto sales in Japan have been hit by the withdrawal of eco-car subsidies, we expect a surge in demand equivalent to
around 200,000 vehicles prior to the April 2014 rise in the consumption tax rate, and thus see little need for concern about sales
volume. Other factors offering stability from a profit perspective include (1) stable input costs, (2) indications from sector
companies that they plan to continue reducing COGS, and (3) continued prudence on the part of automakers toward
investments to expand capacity. In the electrical machinery & precision instrument sector, earnings improvement in consumer
electronics businesses accounts for nearly half of the projected FY13 profit growth contribution, with the next-biggest projected
contribution coming from industrial electronics. Consumer electronics manufacturers are targeting a return to profit in FY13 after
two years of structural reforms, and quarterly earnings have started to look more stable. In industrial electronics, we look for
profits to be boosted by an upturn in NAND flash memory prices and benefits from structural reforms in system-on-chip (SoC),
analog semiconductor, microcontroller, and TV businesses. In the utilities sector, we project a slight y-y decline in the nuclear
power capacity factor but look for electricity rate hikes and further cost reductions to contribute to earnings.

Overview of the FY14 corporate earnings outlook

For FY14, we project that all 19 sectors will either see increased recurring profits y-y or move into the black at the recurring level.
As with FY13, we think the biggest contributors to profit growth will be the utilities, automobiles, and electrical machinery &
precision equipment sectors. We anticipate a more or less neutral y-y forex effect on earnings, as we assume USD/JPY of 97

for FY14, versus 97.9 for FY13.

We project that the utilities sector will move into the black at the recurring level in FY14, albeit marginally, as electricity rate
hikes have a greater impact and the nuclear capacity factor rises y-y. In the autos sector, firm momentum in global vehicle sales
should provide support to earnings. We estimate that US new car sales will advance 4.3% y-y in 2014, to 16.3mn vehicles. We
think profit growth will fall sharply, however, owing to the disappearance of the boost from the weaker yen, a reactive decline in
Japanese demand following the hike in the consumption tax rate, and higher labor costs. In the electrical machinery & precision
equipment sector, we look for earnings improvement among consumer electronics companies to ease off, but anticipate a larger
contribution to profit growth from industrial electronics. We think business segments in which industrial electronics companies
have strengthened their presence—chiefly IT services, social infrastructure, factory automation (FA) systems, and automotive
equipment—will make a substantive contribution to profit growth.
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Fig. 3: Contributions to recurring profit growth by sector for the Russell/Nomura Large Cap

(%)

Increase in profit Increase in profit

Growth | Contribution | Contribution Growth | Contribution | Contribution
19 sectors (exfinancials) 19 sectors (ex financials)
Automobiles 54.3 27.3 284 Utilities SP 252 25.7
Electrical machinery, precision equipment 98.2 20.5 214 Automobiles 8.2 16.4 16.7
Utilities LS 13.0 13.5 Electrical machinery, precision equipment 14.3 15.2 15.4
Steel, nonferrous metals 121.5 74 7.7 Machinery 14.6 7.9 8.1
Telecommunications 14.5 48 5.0 Chemicals 6.0 5.2 5.2
Trading companies 214 43 45 Telecommunications 44 42 43
Financials 54 4.0 - Retailing 9.3 39 4.0
Machinery 214 3.7 3.9 Food 9.1 3.7 3.8
Chemicals 94 29 3.0 Steel, nonferrous metals 8.8 3.0 3.1
Housing, real estate 171 21 2.2 Housing, real estate 7.8 2.8 29
Pharmaceuticals, healthcare 141 21 21 Pharmaceuticals, healthcare 6.3 2.7 2.7
Software 758 2.0 21 Transportation 48 26 2.6
Transportation 9.0 1.7 1.8 Financials 0.9 19 -
Food 10.3 15 15 Software 132 1.6 1.6
Retailing 9.5 14 15 Household goods 9.6 14 14
Household goods 13.2 0.7 0.7 Trading companies 15 0.9 0.9
Services 123 0.6 0.6 Media 105 0.8 0.8
Construction 41 0.1 0.1 Construction 9.3 04 0.5
Media 0.8 0.0 0.0 Services 21 0.3 0.3
Decrease in profit Decrease in profit

Growth | Contribution | Contribution Growth | Contribution | Contribution
0 sectors (exfinancials) 0 sectors (ex financials)

Note: SP = switch to profit, LS = losses shrinking.

Source: Nomura



Nomura | JPN Outlook for FY13-14 corporate earnings December 3, 2013

Revisions to recurring profit estimates (versus old
estimates)

Overview of the FY13 corporate earnings outlook

We have raised our FY13 estimates for nine of 19 sectors and lowered them for nine. We now assume a stronger yen versus
the US dollar and have changed our FY13 USD/JPY assumption from 98.9, to 97.9, but look for a weaker yen versus the euro
and have changed our EUR/JPY assumption from 128.2, to 131.0.

We have made large upward revisions for sectors such as utilities, financials, electrical machinery & precision equipment, and
housing & real estate. We have raised our projections for the utilities sector to reflect postponed expenditure such as
outsourcing costs within the electric power subsector, plus a decline in the cost of alternative fuel to make up for the loss of
nuclear power plants owing to the strong yen, and smaller losses under the fuel cost adjustment scheme. We have raised our
forecasts for the financials sector to reflect increased commissions, primarily stock brokerage commissions, solid sales of
investment trusts, and improved trading income within the securities subsector, as well as an upturn in the investment climate
and improved income owing to revisions to auto insurance premiums within the insurance subsector. Within the electrical
machinery & precision equipment sector, sales of finished products such as TVs, digital cameras, and consumer PCs have
remained weak, but demand for automotive and industrial electronics has remained solid, and there has been strong demand
for IT services in Japan, mainly from the public sector. We have made substantial upward revisions to our projections for the
consumer electronics subsector to reflect solid performance at stable businesses such as automotive and housing-related
electronics as well as the divestment of underperforming businesses. Elsewhere, the housing & real estate sector has benefited
from a recovery in housing demand triggered by the impending hike in the rate of consumption tax and expectations of rises in
both interest rates and house prices. Orders at major prefabricated housing companies were better than we had expected in
October.

Meanwhile, we have made large downward revisions for sectors such as automobiles, pharmaceuticals & healthcare, and
retailing. Some automakers have been hit hard by a weaker sales outlook in Europe and on emerging economies. The
downward revisions for pharmaceuticals & healthcare reflect weaker-than-expected sales of pharmaceuticals and higher R&D
and promotional expenses owing to the weaker yen. Downward revisions for the retailing sector reflect weaker margins. To be
more precise, consumers have flocked to discounted merchandise at specialty retailers and there have been badly-managed
attempts to counter online pricing at big box electronics retailers.

Overview of the FY14 corporate earnings outlook

We have raised our FY14 projections for 10 of 19 sectors and lowered them for eight. We now assume a stronger yen versus
the US dollar and have changed our FY14 USD/JPY assumption from 99, to 97, but look for a weaker yen versus the euro and
have changed our EUR/JPY assumption from 128, to 132.

We have made large upward revisions for sectors such as financials, utilities, and electrical machinery & precision equipment,
and large downward revisions for sectors such as automobiles, pharmaceuticals & healthcare, and machinery. Partly because of
changes to forex assumptions, we have lowered our absolute recurring profit estimates for sectors such as automobiles by a
greater amount in FY14 than in FY13. However, these downward revisions basically follow the FY13 pattern. Elsewhere, we
have lowered our FY13 projections but raised our FY14 forecasts for the telecommunications sector. This reflects the prospect
of a decline in the number of browser game players at some companies in FY13, but benefits from M&A in FY14.
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Fig. 4: Revisions to recurring profit estimates (versus old estimates) for the Russell/Nomura Large Cap Index

FY13E FY14E

[Upward revisions] 9 sectors [Upward revisions] 10 sectors

New Old | Revision | Change New Old | Revision | Change

¥bn ¥bn ¥bn % ¥bn ¥bn ¥bn %
Utilities -7 210 193 N.M.  Financials 6,346 | 6,233 113 1.8
Financials 6,287 | 6,148 139 2.3 Utilities 777 682 95 14.0
Electrical machinery, precision equipment 3,332 3,260 72 2.2 Electrical machinery, precision equipment | 3,810 | 3,745 64 1.7
Housing, real estate 1,144 | 1,099 45 41  Housing, real estate 1,233 | 1,193 40 3.3
Steel, nonferrous metals 1,090 | 1,053 37 35  Telecommunications 3,175| 3,147 28 0.9
Services 440 416 24 56  Household goods 492 480 12 2.6
Transportation 1,704 | 1,686 18 1.1 Services 449 442 7 15
Household goods 449 440 10 2.2 Steel, nonferrous metals 1,186 | 1,184 2 0.2
Software 374 371 4 1.0  Software 424 422 2 0.5

Transportation 1,785| 1,784 1 0.1

[Downward revisions] 9 sectors

New Old | Revision | Change  [Downward revisions] 8 sectors

¥bn ¥bn ¥bn % New Old | Revision | Change
Chemicals 2,695| 2,697 -2 -0.1 ¥bn ¥bn ¥bn %
Trading companies 1,954 | 1,956 -2 -0.1  Media 253 256 -3 -1.1
Telecommunications 3,042 | 3,044 -2 -0.1  Chemicals 2,857 | 2,862 -5 0.2
Media 229 233 -4 -1.7  Food 1,390 | 1,406 -15 -1.1
Machinery 1,707 | 1,722 -15 -0.9  Trading companies 1,983 | 2,009 27 -1.3
Food 1,274 1,292 -18 -14  Retailing 1,448 | 1,480 -33 22
Retailing 1,325| 1,356 -31 -2.3  Machinery 1,957 | 1,992 -36 -1.8
Pharmaceuticals, healthcare 1,335 | 1,377 -42 -3.0  Pharmaceuticals, healthcare 1,419 1,489 -70 4.7
Automobiles 6,248 | 6,297 -49 -0.8  Automobiles 6,763 | 6,892 -128 -1.9

Note: Latest estimates as of 24 November 2013, previous estimates as of 20 August 2013. Construction not revised for either FY13 or FY14.
Source: Nomura
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Fig. 5: Breakdown of factors affecting ROE

(‘;{lg Russell/NomuraLarge Cap ROE

14 4

ROE (ex financials)

4 ROE (overall)

FY
79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13( 14)1
(%) Russell/NomuraLarge Cap (ex financials)

{1 Operating margin
x financials)

Recurring margin
(ex financials)

(FY)

o P N W A~ OO N
L L
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Financial leverage (total assets + shareholders' equity)

10 T
Overall

Ex financials
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Note: (1) Figures for FY13 onward are estimates as of 24 November 2013.
Source: Nomura
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Fig. 6: Revision index for the Russell/Nomura Large Cap Index

(%)
12/6 12/9 12/12 13/3 13/6 13/9 13/12
Russell/Nomura Large Cap 8.7 -15.0 -25.0 19.2 25.3 14.5 10.5
Russell/Nomura Large Cap (ex financials) 9.5 -17.2 -28.5 17.6 21.7 12.5 9.8
Manufacturing 15.4 -31.9 -41.2 23.5 20.1 23.5 6.1
Basic materials 3.6 -40.0 -61.1 31.9 255 38.3 6.4
Processing 24.1 -40.2 -41.4 30.9 29.6 16.0 13.6
Nonmanufacturing (ex financials) -0.9 8.3 -6.5 8.5 24.1 -4.3 15.5
(%)
80 - Russell/NomuralLarge Cap (ex financials)
60 -
40 A
20 A
o -
-20 1
-40 1
-60 1
80 - (cv)
80 82 84 8 83 90 92 94 96 98 00 02 04 06 08 12

Note: (1) Excludes consolidated subsidiaries. (2) Revision index = (number of upward revisions - number of downward revisions) + number of companies.

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

Fig. 7: Percentage change in sales by sector
(% y-y, except where noted)

No.of | FYO08 FY09 FY10 FY11 FY12  FY13E FY13E FY14E FY14E

cos Old New Old New
Russell/Nomura Large Cap (ex financials) 295 1.7 -13.0 6.1 14 2.7 10.3 10.7 3.0 3.0
Manufacturing 179 -10.8 -11.8 7.0 0.2 3.0 10.0 105 3.0 29
Industrial groups | Basic materials 47 5.3 -20.8 132 48 0.5 10.7 10.3 1.0 0.7
Processing 81 -15.2 -10.7 6.3 2.0 48 10.8 1.7 4.1 39
Nonmanufacturing (ex financials) 116 -3.3 -14.4 49 3.0 22 10.8 10.9 31 3.0
Materials 47 5.3 208 132 4.8 05 10.7 10.3 1.0 0.7
Machinery, autos 45 -17.0 -13.0 74 0.1 10.0 138 147 52 48
Broad sectors Electronics 36 -13.0 -8.0 5.2 4.3 -1.6 6.5 7.6 24 25
Consumer, distribution 88 4.2 -14.9 57 3.3 0.8 9.5 9.3 2.7 2.6
Information 22 -1.9 -3.5 0.4 15 34 212 219 5.1 6.5
Utilities, infrastructure 57 0.7 -11.0 25 22 5.3 6.3 71 24 24
Chemicals 36 5.3 -19.5 13.0 6.5 0.8 8.8 8.6 14 14
Steel, nonferrous metals 1 5.3 -23.1 136 0.7 4.3 16.2 15.3 -0.2 -1.1
Machinery 24 -8.4 -16.2 8.3 5.0 22 12.9 14.0 74 6.5
Autos 21 -19.3 -12.1 71 -1.6 12.5 141 14.8 46 43
Electrical machinery, precision equipment 36 -13.0 -8.0 5.2 -4.3 -1.6 6.5 7.6 24 25
Pharmaceuticals, healthcare 21 2.7 3.6 1.1 3.0 2.0 5.0 5.4 1.7 31
Food products 18 6.5 6.5 0.7 -0.9 3.3 4.7 5.0 24 25
Household goods 12 -7.8 5.8 1.8 29 4.4 74 9.0 2.8 33
Sectors Trading companies 8 -1.5 -23.4 10.2 6.1 -1.0 123 115 2.8 24
Retailing 20 0.9 3.7 18 2.5 37 8.7 8.9 35 3.1
Services 9 0.3 3.5 0.1 24 1.5 29 4.1 21 1.1
Software 8 37 -14.0 -17.6 -14.9 -4.0 224 225 39 40
Media 6 -3.9 5.7 45 1.9 48 10.2 10.1 36 35
Telecommunications 8 25 0.9 24 35 3.8 236 245 5.6 74
Construction, engineering 5 25 -16.1 -16.0 1.7 75 1.7 1.7 0.8 0.8
Housing, real estate 15 0.0 -3.6 54 27 6.1 9.6 12.0 39 44
Transportation 24 4.0 -12.0 34 -0.7 34 3.2 55 1.7 1.3
Utilities 13 6.1 -11.9 5.9 34 5.9 8.6 73 3.0 29

Note: (1) Figures exclude listed consolidated subsidiaries. (2) Latest estimates as of 24 November 2013, previous estimates as of 20 August 2013.
Source: Nomura
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Fig. 8: Percentage change in operating profits by sector
(% y-y, except where noted)

No. of FY08 FY09 FY10 FY11 FY12 FY13E FY13E FY14E FY14E
cos Old New Old New

Russell/Nomura Large Cap (ex financials) 295 -53.2 6.2 498 -18.6 45 35.0 355 121 111
Manufacturing 179 -71.9 8.0 743 -14.2 7.5 384 375 10.2 9.9
Industrial groups | Basic materials 47 -59.1 -47.8 101.5 9.8 -22.6 332 335 9.0 8.1
Processing 81 -88.2 1174 110.6 -20.6 291 483 470 1.2 10.9
Nonmanufacturing (ex financials) 116 -15.0 -16.4 25.7 -24.6 0.4 29.6 32.2 154 132
Materials 47 -59.1 -47.8 101.5 9.8 -22.6 332 335 9.0 8.1
Machinery, autos 45 -87.5 110.6 106.5 -10.9 429 48.8 46.7 10.0 94
Electronics 36 -89.3 126.5 116.1 -32.7 6.7 47.1 475 14.0 14.2
Broad secto™s | G onsumer, distibution 88| 75 194 175 08 64 164 144 84 79
Information 22 6.0 2.6 6.3 -3.7 43 23.1 249 6.6 55
Utilities, infrastructure 57 -30.1 -10.3 35.2 -57.7 104 51.9 61.8 30.9 25.8
Chemicals 36 -66.2 -31.0 94.5 -1.1 213 13.9 135 6.4 6.3
Steel, nonferrous metals 11 -A7.7 -71.8 125.0 =371 -30.2 151.0 156.3 16.2 13.0
Machinery 24 -44.1 -42.0 124.8 6.1 -7.9 26.5 243 154 15.1
Autos 21 SL SP 98.0 -19.8 772 56.6 545 8.4 7.8
Electrical machinery, precision equipment 36 -89.3 126.5 116.1 -32.7 6.7 471 47.5 14.0 14.2
Pharmaceuticals, healthcare 21 -21.0 13.3 -8.7 -7.6 6.9 17.0 14.9 7.6 7.0
Food products 18 8.2 7.8 11.5 41 9.0 12.7 111 8.3 8.5
Household goods 12 -29.8 0.9 121 0.5 2.3 15.7 18.5 8.6 8.6
Trading companies 8 12.8 -58.1 69.7 6.3 -24.8 252 19.3 7.6 7.2
Sectors Retailing 20| 76 39 218 75 35 138 109 107 106
Services 9 -26.6 15.2 45 -15.9 15.3 9.2 15.2 6.2 2.0
Software 8 -11.5 -24.8 -32.8 -63.3 -32.9 1374 137.3 8.0 8.2
Media 6 -18.9 9.8 376 3.6 194 7.7 6.1 10.3 10.5
Telecommunications 8 -3.5 6.4 14.2 31 59 17.6 19.8 6.2 48
Construction, engineering 5 -53.5 SL 10,835.6 18.3 -10.8 18.1 18.1 9.5 9.5
Housing, real estate 15 -24.1 -22.3 29.0 0.6 126 15.9 20.2 6.7 6.0
Transportation 24 -26.2 -42.0 515 -17.3 204 59 6.3 4.0 3.2
Utilities 13 -41.8 108.7 17.0 SL LI SP SP 767.5 2745

Note: (1) Figures exclude listed consolidated subsidiaries. (2) Latest estimates as of 24 November 2013, previous estimates as of 20 August 2013. (3) SP = switch to profits; SL

= switch to losses, LS = losses shrinking, LI = losses increasing.
Source: Nomura
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Fig. 9: Percentage change in recurring profits by sector
(% y-y, except where noted)

No.of | FYO08 FY09 FY10 FY11 FY12 FY13E FY13E FY14E FY14E
cos Old New Old New

Russell/Nomura Large Cap 332 -79.7 97.3 438 -12.1 12.8 28.7 30.1 10.1 9.1
Russell/Nomura Large Cap (ex financials) 205|  -64.1 8.6 587  -195 7.7 36.1 373 12.0 10.9
Manufacturing 179 81.7 36.1 91.0 -17.9 10.3 415 415 105 9.6
Industrial groups | Basic materials 47 64.3 -52.4 133.9 7.1 -19.2 26.9 28.1 7.9 6.8
Processing 81 SL SP 1436 -29.3 36.4 58.0 58.1 12.0 11.0
Nonmanufacturing 153 -76.7 165.1 14.7 5.9 15.2 16.9 19.7 9.6 8.5
Nonmanufacturing (ex financials) 116 -26.7 8.1 276 217 35 274 30.5 14.6 13.0
Materials 47 -64.3 524 1339 7.1 -19.2 26.9 28.1 79 6.8
Machinery, autos 45 917 2257  116.1 -11.5 425 47.0 458 10.8 9.6
Electronics 36 SL SP 2001 -54.9 19.7 93.9 98.2 14.9 14.3
Broad sectors Consumer, distribution 88 -23.8 5.0 16.7 59 41 15.2 14.2 6.9 6.0
Information 22 -125 1.3 33 0.0 7.3 17.8 17.7 49 57
Utilities, infrastructure 57 -39.2 9.2 48.7 -70.2 30.2 68.2 84.0 40.3 328
Financials 37 SL SP 8.2 33.7 348 3.0 54 14 0.9
Chemicals 36 -71.6 -32.2 116.2 1.8 -19.2 9.5 9.4 6.1 6.0
Steel, nonferrous metals 1 -53.3 -78.7 201.0 -34.3 -18.9 114.0 121.5 124 8.8
Machinery 24 -47.3 -386 1258 7.9 -5.1 225 214 15.7 14.6
Autos 21 SL SP 1118 -20.8 72.8 55.5 54.3 9.4 8.2
Electrical machinery, precision equipment 36 SL SP 200.1 -54.9 19.7 93.9 98.2 14.9 14.3
Pharmaceuticals, healthcare 21 27.9 13.1 -8.6 9.0 4.9 17.7 14.1 8.1 6.3
Food products 18 -15.3 72 10.2 52 9.1 118 10.3 8.8 9.1
Household goods 12 217 04 9.2 19 0.1 10.8 132 9.2 9.6
Trading companies 8 217 -29.7 55.1 226 -15.1 215 214 27 1.5
Sectors Retailing 20 9.1 4.2 222 79 25 12.1 9.5 9.2 9.3
Services 9 -29.4 17.0 49 147 16.6 6.3 123 6.3 2.1
Software 8 -23.6 -10.7 -41.9 -53.5 8.4 742 758 13.8 13.2
Media 6 -17.3 -115 349 145 76 26 0.8 9.8 105
Telecommunications 8 -8.8 6.8 134 6.2 72 145 145 34 44
Construction, engineering 5 61.6 SL 11025 49.0 -1.0 41 41 9.3 9.3
Housing, real estate 15 -29.9 21.8 353 -0.9 20.8 125 171 8.6 78
Transportation 24 -325 -54.2 90.6 -18.9 30.9 78 9.0 5.8 48
Utilities 13 652 2919 20.7 SL LI LS LS SP SP
Financials 37 SL SP 8.2 33.7 34.8 3.0 5.4 14 0.9

Note: (1) Figures exclude listed consolidated subsidiaries. (2) Latest estimates as of 24 November 2013, previous estimates as of 20 August 2013. (3) SP = switch to profits; SL
= switch to losses, LS = losses shrinking, LI = losses increasing.

Source: Nomura
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Fig. 10: Percentage change in net profits by sector
(% y-y, except where noted)

No.of | FYO08 FY09 FY10 FY11 FY12 FY13E FY13E FY14E FY14E
cos Old New Old New

Russell/Nomura Large Cap 332 SL SP 346 -25.3 36.3 55.6 58.2 8.3 74
Russell/Nomura Large Cap (ex financials) 295 946 14838 634 -35.2 26.7 794 81.8 9.8 8.9
Manufacturing 179 SL SP 158.2 -42.9 30.8 83.6 82.8 10.0 10.0
Industrial groups | Basic materials 47 SL -66.4 361.6 -34.6 -30.8 92.6 86.9 8.3 9.1
Processing 81 SL SP 324.4 57.2 775 117.5 118.8 1.3 10.8
Nonmanufacturing 153 SL SP -14.6 2.6 410 33.2 38.5 6.5 47
Nonmanufacturing (ex financials) 116 -42.3 24 -4.9 -19.2 204 726 80.2 94 7.2
Materials 47 SL -66.4 361.6 -34.6 -30.8 92.6 86.9 8.3 9.1
Machinery, autos 45 SL SP 254.0 -16.9 58.6 50.8 52.2 9.3 76
Electronics 36 SL SP 603.9 SL LS SP SP 174 204
Broad sectors | Consumer, distribution 88 -43.7 115 22.7 59 9.3 155 145 5.6 54
Information 22 -33.7 134 0.6 2.0 9.9 185 24.0 9.2 6.4
Utilities, infrastructure 57 -53.6 135 -76.7 SL LS SP SP 15.6 117
Financials 37 SL SP -26.7 24.7 66.7 -4.5 -1.5 14 0.2
Chemicals 36 SL -6.6 305.9 217 -30.5 40.1 36.7 9.5 114
Steel, nonferrous metals 11 -78.4 -94.0 631.7 -78.5 -33.1 602.1 572.8 58 4.7
Machinery 24 -65.0 -42.6 2251 4.9 -0.0 238 231 14.6 135
Autos 21 SL SP 268.5 -26.5 94.6 59.5 615 79 6.2
Electrical machinery, precision equipment 36 SL SP 6039 SL LS SP SP 174 204
Pharmaceuticals, healthcare 21 62.6 115.7 -14.6 294 45.6 49 1.1 6.2 7.3
Food products 18 -35.2 12.1 3.5 18.7 20.0 225 218 59 54
Household goods 12 -46.4 -13.8 317 -20.8 329 19.0 194 11.8 14.8
Trading companies 8 -32.0 -22.7 56.6 25.8 -11.9 19.6 204 3.1 22
Sectors Retailing 20 -36.3 -20.7 82.3 249 20 145 9.7 8.0 8.6
Services 9 -87.7 3243 0.9 -38.2 103.2 6.3 131 6.8 2.1
Software 8 -45.9 3.5 -46.5 -61.2 51.8 53.7 55.7 13.6 13.0
Media 6 -93.6 171.0 15.1 57.8 1.7 93 -134 212 255
Telecommunications 8 -24.9 141 15.7 3.2 9.2 17.2 242 74 3.9
Construction, engineering 5 SL LI SP -81.6 4401 55 55 144 144
Housing, real estate 15 -45.5 -185 74.0 -16.3 54.1 211 295 10.1 9.2
Transportation 24 -38.9 -63.5 127.9 -37.9 59.5 312 333 47 38
Utilities 13 SL SP SL LI LS SP SP 71.0 354
Financials 37 SL SP 26.7 24.7 66.7 4.5 -1.5 14 0.2

Note: (1) Figures exclude listed consolidated subsidiaries. (2) Latest estimates as of 24 November 2013, previous estimates as of 20 August 2013. (3) SP = switch to profits; SL
= switch to losses, LS = losses shrinking, LI = losses increasing.

Source: Nomura
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Fig. 11: Recurring profits by sector
(¥bn, except where noted)

No.of | FY08 FY09 FY10 FY11 FY12 FY13E FY13E FY14E FY14E
cos Old New Old New

Russell/Nomura Large Cap 332| 7,091 17598 26483 23,168 26,521 34385 34761 37,862 37910
Russell/Nomura Large Cap (ex financials) 295| 11,144 13464 22,701 18,302 20,556 28,237 28,474 31,629 31,564
Manufacturing 179 3885 6376 13404 11,132 12917 18136 18,130 20,049 19,874
Industrial groups | Basic materials 47| 21123 1,236 3638 3588 3,101 3,750 3,785 4,046 4,043
Processing 81 208 2,824 7,302 5052 7,67 11,279 11,288 12,629 12,530
Nonmanufacturing 153| 3206 11223 13,079 12,037 13604 16248 16631 17812 18,037
Nonmanufacturing (ex financials) 116 7,259 7,089 9,297 7,170 7639 10,100 10,344 11,579 11,690
Materials 471 2123 1236 3638 3588 3,101 3,750 3,785 4,046 4,043
Machinery, autos 45 633 1,866 4,354 3,731 5480 8019 7955 8884 8720
Electronics 36 -841 958 2,948 1,321 1687 3260 3332 3745 3810
Broad sectors Consumer, distribution 88| 4405 4504 5556 5869 5829 6836 6776 7306 7,180
Information 22| 2396 2667 2,758 2,783 3,039 3647 3645 3825 3852
Utilities, infrastructure 57| 2428 2234 3447 1,010 1419 2724 2980 3823 3,959
Financials 37| -4,053 4134 3,781 4867 595 6,148 6287 6233 6,346
Chemicals 36| 1,011 9% 2,658 2,959 2606 2697 2695 2862 2857
Steel, nonferrous metals 1 1,112 240 979 629 495 1,053 1,090 1,184 1,186
Machinery 24 967 564 1406 1472 1416 1,722 1,707 1,992 1,957
Autos 21 -334 1,302 2948 2260 4,064 6297 6248 6892 6,763
Electrical machinery, precision equipment 36 -841 958 2,948 1,321 1,687 3,260 3,332 3,745 3,810
Pharmaceuticals, healthcare 21 1,048 1278 1209 1215 1,170 1377 1335 1489 1419
Food products 18 616 734 901 938 1,107 1,292 1274 1,406 1,390
Household goods 12 306 305 355 338 37 440 449 480 492
Trading companies 8| 1,491 1,048 1,626 1,993 1,706 1,956 1,954 2,009 1,983
Sectors Retailing 20 702 831 1,105 1,071 1,110 1,356 1,325 1,480 1,448
Services 9 241 309 361 313 364 416 440 442 449
Software 8 443 562 324 148 173 37 374 422 424
Media 6 138 166 235 239 227 233 229 256 253
Telecommunications 8| 1816 1939 2199 2396 2639 3044 3042 3147 3175
Construction, engineering 5 58 -5 95 123 122 151 151 165 165
Housing, real estate 15 750 504 770 737 956 1,099 1,144 1,193 1,233
Transportation 24| 1,352 682 1,313 1,049 1,406 1,686 1,704 1,784 1,785
Utilities 13 269 1,053 1,270 -898  -1,065 210 17 682 777
Financials 37| -4053 4134 3,781 4867 595 6,148 6287 6233 6,346

Note: (1) Figures exclude listed consolidated subsidiaries. (2) Latest estimates as of 24 November 2013, previous estimates as of 20 August 2013.
Source: Nomura
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Fig. 12: Percentage change in quarterly sales and profits (FY12 Q3-FY13 Q2)

% y-y
Sales Operating profits Recurring profits Net profits
@3 Q4 Q1 Q| Q Q4 Q@ Q| Q@ Q@ Q Q| @ o @
Russell/Nomura Large Cap - - - - - - - -| 366 254 500 577 3373 329 99.1 1271
RusseliNomura Large Cap 24 36 94 129 101 215 367 373| 210 248 447 508| 2066 326 1057 1437
(ex financials)
~ [Manufacturing 29 41 93 131 130 292 363 425 239 324 443 636 3635 1031 786 2824
g}gﬂ;t:al Basic materials 23 60 96 168 104 257 773 435 192 257 792 512 3769 87 6397 3213
Processing 33 34 100 131 234 323 401 482 413 369 522 854| SP 1460 857 8337
Nonmanufacturing - - - - .. .| 482 176 551 526| 320 -179 1176 678
“(‘gfg‘::#cfgﬁg”“g 19 29 95 126| 63 44 373 301| 172 83 452 348| 1227  SL 1548 632
Basic materials 23 60 96 168| 101 257 773 435 192 257 792 512 3769 87 6397 3213
Machinery, autos 59 52 123 161| 56 369 381 510 54 288 402 489 536 466 518 574
Electronics 00 10 67 89 816 250 483 424| 7615 568 1180 4074| SP  SP 94128 SP
SB‘;‘C’derS Consumption, distribution 11 25 100 12| -68 137 90 187 03 146 127 191| 134 423 65 206
Information 23 33 72 201 04 20 348 184| 88 31 406 195 480 -125 470 539
Utiliies, infrastructure 39 37 70 97| 532 -104 725 536| 1226 SP 1323 788/ SP LI SP 1504
Financials - - - - - . 187 274 682 921 SP 335 805 767
Chemicals 24 54 77 148| 192 162 613 221 245 133 569 27.7| 1470 27 1526 817
Steel, nonferrous metals 19 89 150 223 -365 1263 1502 2029| -48 152.3 1676 2345 SP 334  SP SP
Machinery 03 29 122 140| 185 162 76 385 -33 76 229 440 244 268 259 522
Automobiles 77 59 124 167| 203 459 481 550 101 386 453 503| 730 540 590 587
=8 ezl GEEER, 00 10 67 89| 816 250 483 424| 7615 568 1180 407.4| SP  SP 94128 SP
precision eqUIpment
Pharmaceuticals, healthcare | 0.2 35 47 76| 75 254 -11.0 252| 28 328 -94 272| 256 SP 216 308
Food products 37 35 40 53] 100 207 89 268 144 282 84 316 362 582 57 409
Household goods 75 26 137 118] 08 16 363 277| 34 70 412 273 445 1055 145 183
Trading companies 09 11 125 138 324 129 256 139| -126 95 274 44| 24 108 186 124
Sectors | Retaiing 59 68 99 108 13 23 29 40| 46 35 65 29| -16 56 85 62
Services 02 05 37 32 80 564 332 166 133 499 420 149 534 SP 556 11
Software 424 75 76 34| 574 99 464 -262| 195 127 3055 -10.1| -156 1178 3155 1.7
Media 16 07 56 115 04 23 -346 358 29 258 -384 511 286 -549 602 724
Telecommunications 48 35 75 239 117 17 393 192| 153 11 401 194 757 -89 488 56.0
Construction, engineering 62 77 72 79| 396 584 -134 22| 545 506 270 -12| SP 1136 876 444
Housing, real estate 17 72 121 124| 49 129 387 211| -08 267 574 245| 2894 551 895 545
Transportation 20 35 49 69| 25 112 70 62| 89 357 121 125 579 L 324 167
Utiliies 66 05 64 112 LS U LS SP| LS L LS SP| SP L  SP SP
Financials - - - - - . 187 274 682 921 SP 335 805 767

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 24 November 2013. (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. 13: Share-price indicators

Cons P/E Cons P/CF Cons P/B Dividend yield Cons ROE

FY13E FY14E | FY13E FY14E | FY12 FY13E | FY13E FY14E | FY12 FY13E FY14E

X X X X X X % % % % %
RIN Large Cap 16.1 15.0 - 1.47 1.38 1.82 1.96 5.9 8.9 8.9
R/N Large Cap (ex loss-making cos) 15.8 14.8 - - 1.56 1.38 1.83 1.98 8.2 9.1 8.9
RIN Large Cap (ex financials) 16.8 154 79 75 1.61 1.51 1.80 1.96 5.3 9.3 95
Industrial | Manufacturing 16.7 15.2 8.9 8.3 1.64 1.54 1.90 2.09 54 95 9.8
groups Basic materials 15.0 13.7 6.3 59 1.12 1.06 1.95 2.00 38 7.3 75
Processing 15.8 14.3 8.6 8.0 1.72 1.59 1.81 2.06 5.1 104 10.7
Nonmanufacturing 154 14.8 - 1.31 1.23 1.73 1.81 6.4 8.3 8.1
Nonmanufacturing (ex financials) 16.9 15.7 6.8 6.5 1.57 1.47 1.65 1.75 51 9.1 91
Basic materials 15.0 13.7 6.3 5.9 1.12 1.06 1.95 2.00 3.8 7.3 75
Machinery, autos 14.1 13.1 8.8 8.2 1.80 1.63 1.92 2.24 8.9 121 119
Electronics 20.9 174 8.4 7.7 1.58 1.51 1.62 1.71 -1.2 74 84
sBerC‘ing Consumption, distribution 165  1567| 103 98| 167  156| 219 225 94 98 97
Information 18.7 176 6.4 6.0 1.97 1.84 1.57 1.73 8.9 10.2 10.2
Utilities, infrastructure 204 18.3 6.5 6.2 1.54 147 1.22 1.38 -0.8 74 7.8
Financials 129 129 - - 0.96 0.90 1.93 1.94 8.2 741 6.8
Chemicals 155 139 6.6 6.1 1.1 1.06 2.1 2.15 47 7.0 74
Steel, nonferrous metals 13.9 13.2 5.7 55 1.14 1.05 1.60 1.69 14 7.9 7.7
Machinery 214 189 129 118 2.00 1.84 1.32 1.44 78 8.9 9.4
Automobiles 12.3 116 7.7 72 1.73 1.55 217 2.58 9.3 13.3 12.8
Electrical machinery, precision equipment 209 174 84 7.7 1.58 1.51 1.62 1.71 -1.2 74 84
Pharmaceuticals, healthcare 238 222 16.1 15.2 1.97 1.88 2.30 2.35 8.6 8.1 8.3
Food products 19.1 18.2 114 11.0 225 2.16 2.03 2.38 10.1 11.6 11.6
Household goods 249 21.7 13.3 122 2.30 2.09 1.48 1.48 8.0 8.6 9.3
Trading companies 72 7.1 5.1 49 0.89 0.80 333 3.41 113 117 10.8
Sectors | Retailing 216 19.9 114 105 1.95 1.78 1.45 1.57 85 8.6 8.7
Services 243 23.8 119 11.9 1.66 1.74 2.44 1.73 6.5 74 72
Software 23.9 211 174 16.0 2.18 2.10 1.81 2.04 5.5 9.1 9.6
Media 28.2 225 19.0 16.6 1.55 1.50 1.27 1.30 6.6 5.4 6.5
Telecommunications 17.2 16.6 52 5.0 2.01 1.85 1.56 1.72 9.9 11.2 10.8
Construction 24.6 215 14.7 136 1.25 1.21 1.28 1.28 48 5.0 55
Housing, real estate 271 24.8 16.6 15.6 2.39 217 1.08 1.14 7.0 84 8.5
Transportation 16.1 155 5.9 5.6 148 1.41 1.41 1.44 6.1 9.1 8.8
Utilities 20.5 15.1 3.0 29 1.00 0.97 1.09 1.76 -15.9 48 6.3
Financials 129 129 - 0.96 0.90 1.93 1.94 8.2 741 6.8
RN Small Cap 17.0 154 - 1.17 1.09 2.16 2.16 44 6.6 6.9
RN Small Cap (ex financials) 17.7 15.8 8.4 79 1.26 1.16 2.19 2.20 42 6.7 72

Note: (1) Estimates as of 24 November 2013. Share prices are as of 22 November 2013 close.

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 US-based Russell Investments
and the Quantitative Research Center, Nomura Securities Co., Ltd.

Russell/Nomura Japan Equity Indexes have the following characteristics:
» They represent the entire Japanese equity market in that component stocks are selected from among all listed stocks.

» They reflect the stocks that are actually available for investment, as stable shareholdings are excluded from market
capitalization figures.

» There are sub-indexes for different sizes of company based on market capitalization.
* There are sub-indexes for growth and value stocks.

» Sub-indexes for growth and value stocks are based on P/B ratios adjusted for unrealized gains/losses on marketable
securities and unrecognized retirement benefit obligations.

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

» Clear definitions mean that there is no arbitrariness in stock-selection methods.

» The composition of each index is reviewed once a year.

About Russell Investments

Russell Investments is an independent, global financial services firm that provides strategic advice, investment solutions,
implementation services and global performance benchmarks that are customized to meet the unique needs of institutional
investors, financial advisors, and individuals.

Russell has pioneered innovations that have come to define many practices that are standard in the investment world today,
and has four decades of experience researching and selecting money managers globally.

Founded in 1936, Russell is headquartered in Seattle, Washington, USA and has offices in Amsterdam, Auckland, Chicago,
London, Melbourne, Milan, New York, Paris, San Francisco, Seoul, Singapore, Sydney, Tokyo, and Toronto. For more
information about how Russell helps to improve financial security for people, visit www.russell.com.

Russell/Nomura Japan Equity Indexes are protected by certain intellectual property rights of Nomura Securities Co., Ltd. and
Russell Investments. Nomura Securities Co., Ltd. and Russell Investments do not guarantee the accuracy, completeness,
reliability, or usefulness thereof and do not account for business activities and services that any index user and its affiliates
undertake with the use of the Indexes.
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the analyst expects the sector to underperform the Benchmark during the next 12 months. Benchmarks are as follows: United States: S&P 500;
Europe: Dow Jones STOXX 600; Global Emerging Markets (ex-Asia): MSCI Emerging Markets ex-Asia.
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