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Summary and major assumptions

Overview of FY14 corporate earnings

In this report, we collate earnings forecast data issued by our analysts, and then analyze that data. In FY14, sales at companies
in the Russell/Nomura Large Cap Index (ex financials) rose 4.6% y-y and recurring profits increased 7.0%. Excluding the utilities
sector, where profit levels were exceptionally low the previous fiscal year, recurring profits rose 4.8% y-y. Compared with our
previous estimates issued in March 2015 (based on data collated on 22 February 2015), these growth rates are 0.5ppt lower for
sales and 0.4ppt lower for recurring profits. Over full-year FY14, USD/JPY was 110.0 and EUR/JPY 138.7 (versus our previous
assumptions of 109.7 and 139.7, respectively). We estimate that yen weakness versus the US dollar gave a boost to growth in
FY14 recurring profits of 6.6ppt and that yen weakness versus the euro gave a boost of 0.7ppt.

In FY14 Q4, recurring profits at companies in the Russell/Nomura Large Cap Index (ex financials) rose 2.8% y-y. The marginal
rise in profits in Q4 reflected the lingering impact of sharp declines in crude oil prices (though it was not as large as in Q3) and
pharmaceutical company settlement-related costs. In FY14 H2, recurring profits rose 3.0% y-y, versus our previous forecast of
growth of 3.9%.

Overview of the FY15 corporate earnings outlook

For FY15, our analysts look for growth in sales of 2.4% y-y and in recurring profits of 13.7% for companies in the
Russell/Nomura Large Cap Index (ex financials). These figures represent downward revisions of 0.1ppt for sales and 2.8ppt for
recurring profits versus our previous forecasts. Our absolute recurring profit forecast has been lowered by ¥800.8bn, or 2.2%.

The relatively high recurring profit growth forecast reflects the impact of stabilizing crude oil prices and yen depreciation against
the dollar. The steep drop in crude oil prices led to significant deterioration in earnings at oil and trading companies in FY14, but
recently oil prices have been on a mild recovery track. We expect a halt to earning deterioration at these two subsectors in FY15,
when we forecast they will make a 3.2ppt contribution to profit growth.

Our forex assumptions for FY15 are USD/JPY of 118.0 (previously 118.0) and EUR/JPY of 130.0 (previously 138.0). We
estimate that each ¥1 depreciation against the dollar boosts recurring profits for companies in the Russell/Nomura Large Cap
Index (ex financials) by 0.5% and against the euro by 0.1%. Our current earnings forecasts for FY15 factor in a 2.5ppt boost
from forex effects.

If forex rates were to hold around current levels (USD/JPY of 123, EUR/JPY of 134) we estimate additional upside of 2.7ppt to
FY15 recurring profit growth. The sensitivity of earnings to forex movements has come down compared with the past, and
benefits from yen depreciation are also more limited.

Expectations for ROE improvement at Japanese companies have recently been growing. In FY14, however, the ROE for the
Russell/Nomura Large Cap of 8.5% was lower than in FY13, when it was 8.9%, and was also 0.4ppt below our previous forecast
of 8.9%. We forecast it will rise to 9.0% in FY15 and 9.5% in FY16, though that would still not be that close to the recent peak of
10.1% in FYO5.
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Fig. 1: Overview of consolidated earnings forecasts for the Russell/Nomura Large Cap Index
(% y-y, except where noted)

No. New Old
of cos FY13 FY14 FY15E  FY16E FY14E FY15E
Russell/Nomura Large Cap (ex financials) 300 12.5 4.6 2.4 2.8 5.1 2.5
Manufacturing 180 12.3 4.3 2.6 3.0 4.9 2.5
Sales Basic mgterials 46 13.2 0.6 -2.4 2.1 2.7 -2.7
Processing 87 13.2 5.7 4.7 3.8 6.0 5.1
Nonmanufacturing (ex financials) 120 12.7 5.0 2.0 2.5 5.4 2.5
Russell/Nomura Small Cap (ex financials) 1,039 9.3 3.6 4.0 2.7 3.7 3.6
Russell/Nomura Large Cap (ex financials) 300 34.3 5.2 17.2 8.4 6.2 18.6
Manufacturing 180 37.1 5.8 19.3 9.1 8.5 18.5
Operating profits Basic mgterials 46 35.6 -14.0 40.9 8.5 -18.2 48.5
Processing 87 44.4 14.7 15.8 10.1 17.0 16.0
Nonmanufacturing (ex financials) 120 29.6 4.2 13.7 7.3 2.3 18.7
Russell/Nomura Small Cap (ex financials) 1,039 28.4 4.3 12.9 6.8 5.8 12.6
Russell/Nomura Large Cap 335 37.4 6.9 10.1 8.6 5.9 13.4
Russell/Nomura Large Cap (ex financials) 300 39.7 7.0 13.7 9.3 7.4 16.5
Manufacturing 180 43.3 7.2 16.6 9.4 10.3 16.2
Basic materials 46 33.5 -8.9 29.4 8.9 -14.7 38.0
Recurring profits Processing 87 58.2 15.3 15.1 10.5 19.3 14.7
Nonmanufacturing 155 31.9 6.5 3.7 7.6 1.6 10.4
Nonmanufacturing (ex financials) 120 34.0 6.6 8.9 9.1 2.6 17.0
Russell/Nomura Small Cap 1,134 29.7 3.1 6.7 6.3 1.7 9.1
Russell/Nomura Small Cap (ex financials) 1,039 27.3 5.0 8.0 6.6 3.8 10.4
Russell/Nomura Large Cap 335 62.7 7.4 13.7 9.8 8.6 14.7
Russell/Nomura Large Cap (ex financials) 300 79.8 8.0 16.6 10.7 10.6 16.9
Manufacturing 180 80.9 10.2 17.7 10.8 14.0 17.1
Basic materials 46 85.9 -11.0 53.1 10.4 -5.1 37.6
Net profits Processing 87 116.1 15.7 15.7 11.3 19.8 16.7
Nonmanufacturing 155 48.2 4.6 9.6 8.7 3.4 12.0
Nonmanufacturing (ex financials) 120 78.1 4.2 14.5 10.6 4.9 16.7
Russell/Nomura Small Cap 1,134 74.2 2.2 12.4 6.8 4.9 10.3
Russell/Nomura Small Cap (ex financials) 1,039 80.6 3.9 15.5 7.3 6.9 13.5

Note: Latest estimates as of 26 May 2015. Previous estimates as of 22 February 2015.
Source: Nomura

Fig. 2: Major assumptions

Industr@al Unco_llateralized WTI Forex rate
production overnight call rate

%, y-y FY-end, % CIF, $/barrel | average, $/¥ average, €/¥
Annual FY13 3.2 0-0.10 99.0 100.2 134.4
FY14 Includes some estimates -0.4 (est) 0-0.10 80.5 110.0 138.7
old -0.6 0-0.10 80.8 109.7 139.7
FY15E New 3.8 0-0.10 53.0 118.0 130.0
Oold 3.2 0-0.10 55.0 118.0 138.0
FY16E New 2.3 0-0.10 59.8 118.0 130.0
FY14 H1 0.8 0-0.10 100.1 103.0 138.9
FY14 H2 Includes some estimates -1.7 (est) 0-0.10 60.9 116.8 138.6
Oold -2.1 0-0.10 61.6 116.3 140.5
FY15E H1 New 4.1 0-0.10 51.0 118.0 130.0
Old 3.3 0-0.10 53.0 118.0 138.0
FY15E H2 New 3.6 0-0.10 55.0 118.0 130.0
Oold 3.2 0-0.10 57.0 118.0 138.0
FY16E H1 New 24 0-0.10 59.0 118.0 130.0
FY16E H2 New 2.2 0-0.10 60.0 118.0 130.0

Note: Macroeconomic assumptions as of 8 April 2015. Previous assumptions as of 14 January 2015. The above assumptions are not Nomura estimates but assumptions on
which Nomura analysts base their earnings estimates.

Source: Nomura
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Contributions to recurring profit growth by sector

Overview of FY14 corporate earnings

In FY14, recurring profits increased in 14 of the 19 sectors and declined in five. The largest contributions to growth were from
automobiles, utilities, financials, machinery, and electrical machinery & precision equipment. In FY14, USD/JPY was 110.0,
versus 100.2 for FY13, which contributed to profit growth at external-demand sectors with high forex sensitivity.

In the automobile sector, global demand increased 2.7% y-y in 2014, to 86.9mn vehicles. Although auto sales were generally
weak in emerging markets, new car sales in the US and Europe supported overall sales with gains of 5.9% y-y to 16.5mn units
and 6.0% to 14.6mn units respectively. Earnings in the utilities sector received a major boost from declines in crude oil prices.
The financials sector saw contributions to profit growth from investment income and insurance. The machinery sector saw
widespread benefits from firm capex both in Japan and overseas. The global machinery cycle has remained on a steady if mild
uptrend. Capex by smartphone manufacturers in China remained healthy and even in Japan there was solid appetite for capex
at domestic companies after overcoming the effects of the consumption tax hike. The boost from manufacturing subsidies also
likely had an impact here. At the electrical machinery & precision equipment sector, profit growth was driven by precision
equipment & photographic films subsector, which has benefited greatly from the weak yen, and the electronic part subsector,
which has benefited substantially from strong production and sales of the iPhone.

Sectors in which recurring profits declined significantly included chemicals, trading companies, and pharmaceuticals &
healthcare. In the chemicals sector, inventory valuation losses in the oil subsector rose steeply owing to sharp declines in crude
oil prices from autumn 2014. In the trading companies sector, more companies were forced to book asset impairment losses in
response to sharp declines in resource prices, though there were solid contributions to earnings from nonresource operations. In
the pharmaceuticals & healthcare sector, earnings at some companies were hurt by settlement-related expenses.

Overview of the FY15 corporate earnings outlook

For FY15, we project that recurring profits will increase in 14 of the 19 sectors and decline in five. Sectors from which we expect
particularly large contributions to overall profit growth are electrical machinery & precision equipment, chemicals, automobiles,
utilities, and trading companies. Our USD/JPY assumption for FY15 is 118.0, versus 110.0 for FY14, and we expect external-
demand sectors to benefit from the weak yen in FY15, as they did in FY14.

In the electrical machinery & precision equipment sector, we expect consumer electronics to drive earnings growth, in a change
of role from FY14 and earlier. We do not, however, expect good earnings at all subsector companies. All the same, we look for a
move to the next growth stage after an extended period of structural reforms. We expect FY15 to be a year in which the focus is
on whether consumer electronics companies, where profit levels have yet to recover sufficiently, can return earnings to pre-
financial crisis levels. In the chemicals and trading companies sectors, we expect earnings to be boosted significantly by the
dropping out of inventory valuation losses and asset impairment losses, which weighed heavily on earnings in FY14, as crude
oil prices stabilize. We look for earnings in both the chemicals and trading companies sectors to exceed FY13 levels. For the
auto sector, we forecast global demand will increase 0.6% y-y in 2015, to 87.4mn vehicles. We project new auto sales will
expand only 1.1% y-y to 16.7mn vehicles in the US, grow relatively strongly in Europe and India, and contract markedly in
Russia, Brazil, and Japan. At the utilities sector, we expect only a very limited number of nuclear power plant restarts but look
for substantial benefits from declines in fuel costs.

Sectors that we expect to make a large negative contribution to profit growth included financials and telecommunications. With
telecommunications, we anticipate a large impact from the dropping out of investment gains at some sector companies.
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Fig. 3: Contributions to recurring profit growth by sector for the Russell/Nomura Large Cap Index

(%)
FY14 FY15E
Increase in profit Increase in profit
Growth | Contribution | Contribution Growth | Contribution | Contribution
14 sectors (exfinancials) 14 sectors (ex financials)
Automobiles 13.9 340 425  Electrical machinery, precision equipment 26.3 25.0 23.2
Utilities 1,682.0 25.2 315 Chemicals 45.9 241 224
Financials 6.5 20.0 - Automobiles 113 19.9 185
Machinery 237 17.9 223 Utilities 79.2 12.9 12.0
Electrical machinery, precision equipment 13.0 16.9 21.1  Trading companies 18.6 8.0 7.4
Steel, nonferrous metals 240 9.9 124 Pharmaceuticals, healthcare 247 6.9 6.4
Telecommunications 6.5 8.0 10.0  Retailing 16.8 5.1 4.7
Transportation 104 75 9.3 Machinery 8.5 51 4.7
Food 49 25 3.1  Transportation 54 2.7 25
Housing, real estate 4.6 24 3.1  Housing, real estate 5.7 2.0 1.9
Software 226 24 3.0  Steel, nonferrous metals 2.6 0.8 0.8
Construction 38.4 24 3.0  Construction 8.1 0.5 0.4
Household goods 11.0 1.9 24 Household goods 2.8 0.3 0.3
Media 11.0 11 14  Services 0.1 0.0 0.0
Decrease in profit Decrease in profit
Growth | Contribution | Contribution Growth | Contribution | Contribution
5 sectors (exfinancials) 5 sectors (ex financials)
Services 24 0.4 05  Media 5.7 0.4 -0.4
Retailing -4.8 2.2 28  Food -1.8 -0.6 -0.6
Pharmaceuticals, healthcare -15.3 8.1 -10.2  Software 9.1 0.9 -0.8
Trading companies -20.6 -18.2 -22.8  Telecommunications -4.6 -3.7 -3.5
Chemicals 217 -23.0 -28.8  Financials 3.7 75
FY16E

Increase in profit

Growth | Contribution | Contribution

17 sectors (ex financials)
Automobiles 10.0 21.0 236
Electrical machinery, precision equipment 114 147 16.5
Telecommunications 144 12.1 135
Financials 5.2 10.9 -
Machinery 10.2 7.1 8.0
Steel, nonferrous metals 15.6 5.6 6.2
Trading companies 9.8 5.3 6.0
Chemicals 6.0 49 55
Retailing 10.4 3.9 4.4
Transportation 7.0 3.9 44
Food 8.8 3.2 3.6
Housing, real estate 74 3.0 3.3
Services 13.0 2.0 2.2
Household goods 132 1.8 2.0
Construction 14.8 1.0 1.1
Software 9.0 0.9 1.0
Media 11.7 0.9 1.0

Decrease in profit

Growth | Contribution | Contribution
2 sectors (ex financials)
Pharmaceuticals, healthcare -0.6 -0.2 -0.2
Utilities 5.7 -1.8 -2.0

Source: Nomura
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Revisions to recurring profit estimates (versus old
estimates)

Overview of FY14 corporate earnings
Recurring profits in FY14 came in ahead of our estimates at 14 of 19 sectors and below them for five.

Results exceeded our forecasts the most in the financials, chemicals, and transportation sectors. In the financials sector, major
banks and insurance companies beat our forecasts by the most. Megabanks saw notable strength in their international operations,
while in Japan, where the loan-deposit spread continued to narrow, the pace of decline in net interest income eased as domestic
lending continued to increase. Banks also received a boost from the establishment of business models that aim to strengthen
commission business. Insurance companies benefited from favorable investment conditions. In the chemicals sector, results
exceeded our forecasts the most in the oil subsector following a rebound in oil prices in Jan-Mar 2015. The better-than-expected
result for the transportation sector reflects higher-than-anticipated passenger numbers on the new Hokuriku Shinkansen line and
lower maintenance expenses on cost-cutting efforts.

Results fell short of our forecasts the most in the pharmaceuticals & healthcare, automobiles, and electrical machinery &
precision equipment sectors. With the pharmaceuticals & healthcare sector, there was a major impact from settlement-related
costs at some companies. With the automobiles sector, some companies incurred product quality-related costs, and delays in
port service work on the US West Coast caused some weakness in shipments to North America. In the electrical machinery &
precision equipment sector, the consumer electronics subsector was affected by weak sales of LCD TVs and small LCDs, and
higher restructuring costs. In the industrial electronics subsector, demand for FA systems and elevators held firm, but
competition intensified amid restrained telecom capex and the move to larger TV screen sizes, sales of PCs were weak in
Japan, and demand waned in related industries on lower crude oil prices.

Overview of the FY15 corporate earnings outlook
We have raised our FY15 recurring profit estimates for seven of 19 sectors and lowered them for 12.

Sectors for which we have made large upward revisions include financials and services, while those for which we have made
large downward revisions include electrical machinery & precision equipment, trading companies, automobiles,
telecommunications, utilities, and steel & nonferrous metals.

In the electrical machinery & precision equipment sector, we have made a large downward revision for industrial electronics.
Widening earnings disparities emerged in FY14 amid a polarization in demand, and we think a similar situation likely to prevail in
FY15. If the current strong dollar/weak euro regime remains in place, we think the impact from this will be greater in FY15 than
FY14. We expect weak demand in the eurozone market to make it difficult for companies to raise prices, and business
structures with dollar-denominated manufacturing and euro-denominated sales gives them little room to maneuver. In the
precision field, meanwhile, recovery in the office equipment market continues to lack momentum. Estimates for trading
companies have been revised down to factor in declines in resource prices. The automobiles sector has been affected by quality
control-related costs and the appreciation of the yen against currencies other than the US dollar. The utilities sector has seen
lower gains under the fuel cost adjustment system. With the steel & nonferrous metals sector, estimates have been revised to
factor in production adjustments in Apr-Jun and expanded inventory losses owing to falling raw material prices. We expect
inventories to get back to a broadly appropriate level by the end of June, however, as production cuts are helping reduce
inventories. We also see prospects of benefits from reshoring of manufacturing in Japan, including growth in auto exports from
H2.
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Fig. 4: Revisions to recurring profit estimates (versus old estimates) for the Russell/Nomura Large Cap Index

FY14 FY15E
[Upward revisions] 14 sectors [Upward revisions] 7 sectors
New Old |Revision | Change New Old |Revision | Change
¥bn ¥bn ¥bn % ¥bn ¥bn ¥bn %
Financials 8,138 | 7,666 472 6.2  Financials 7,909 | 7,790 118 15
Chemicals 2,059 1,913 146 7.7 Services 571 469 101 215
Transportation 1963| 1,857 106 5.7  Chemicals 3,099 3,010 89 29
Housing, real estate 1363| 1,274 89 7.0  Housing, real estate 1515| 1,464 51 315
Utilities 660 575 84 14.6  Transportation 2,107 | 2,058 49 24
Media 271 197 74 37.7  Media 275 245 30 12.2
Steel, nonferrous metals 1,266 1,200 67 56  Construction 260 249 11 4.4
Telecommunications 3246 | 3,186 60 19
Construction 212 176 36 204  [Downward revisions] 12 sectors
Machinery 2,306 | 2,278 28 1.2 New Old |Revision| Change
Software 324 301 23 7.6 ¥bn ¥bn ¥bn %
Food 1,341 1,326 15 1.2 Software 360 368 -8 2.2
Services 399 385 14 3.7 Household goods 504 516 -12 2.3
Household goods 471 468 4 0.8  Food 1,364 | 1,386 -22 -1.6
Machinery 2,630 2,659 -29 -1.1
[Downward revisions] 5 sectors Retailing 1,428 | 1,466 -39 2.6
New Old |[Revision| Change  Pharmaceuticals, healthcare 1,413 | 1,469 -55 -38
¥bn ¥bn ¥bn % Steel, nonferrous metals 1,342 1,448 -106 -1.3
Retailing 1,087 | 1,089 -2 0.2  Utilities 1,182 1,300 -118 9.1
Trading companies 1,740 1,774 -34 -1.9  Telecommunications 3,169 3,318 -149 -4.5
Electrical machinery, precision equipment 3621 3826 -205 -5.4  Automobiles 7,946 | 8,126 -179 2.2
Automobiles 6,908 | 7,154 -246 -3.4  Trading companies 2,064 | 2,264 -200 -8.8
Pharmaceuticals, healthcare 1,113 1,447 -335 -23.1  Electrical machinery, precision equipment 4,860 | 5,074 214 -4.2

Note: Latest estimates as of 26 May 2015, previous estimates as of 22 February 2015.
Source: Nomura
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Fig. 5: Breakdown of factors affecting ROE

(%) ROE

10 A ROE (ex financials)

ROE (overall)
5 FY)
79 81 83 85 87 89 91 93 95 97 99 01 03 05 07 09 11 13 15

(%) Gross margin (ex financials)

Operating margin
(ex financials)
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(ex financials)

(o

15 - Total asset turnover ratio (ex financials)
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(FY)

Note: Figures for FY14 onward are estimates. As of 26 May 2015.
Source: Nomura
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Fig. 6: Revision index for the Russell/Nomura Large Cap Index
(%)
(yy/m) 13/9 13/12 14/3 14/6 14/9 14/12 15/3 15/6
Russell/Nomura Large Cap 14.5 10.5 15.0 -0.3 15.7 13.2 20.4 4.2
Russell/Nomura Large Cap (ex financials) 125 9.8 9.4 4.7 134 13.8 16.4 3.7
Manufacturing 235 6.1 14.4 -2.6 15.7 18.3 22.2 0.0
Basic materials 38.3 6.4 -15.8 -15.8 -7.9 7.9 28.3 28.3
Processing 16.0 13.6 40.3 5.6 30.6 33.3 33.3 -12.6
Nonmanufacturing (ex financials) -4.3 15.5 2.0 -7.9 9.9 6.9 7.6 9.2
(%) N
80 - Russell/Nomura Large Cap (ex financials)
60 -
40 -
20 A
0 A
-20 -
-40 A
-60 -
-80 (CY)

éO 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14

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



Nomura | JPN Outlook for FY15-16 corporate earnings June 4, 2015

Russell/Nomura Large Cap Index: earnings indicators

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

No. of FY10 FY11 FY12 FY13 FY14 FY14  FYISE FY15E FY16E
Ccos Old Actual Old New New

Russell/Nomura Large Cap (ex financials) 300 6.1 14 2.7 12.5 51 4.6 25 24 2.8
Manufacturing 180 7.0 0.2 3.0 12.3 49 43 25 2.6 3.0
Industrial groups | Basic materials 46 13.2 48 0.5 13.2 2.7 0.6 2.7 2.4 21
Processing 87 6.3 -2.0 48 132 6.0 5.7 5.1 47 38
Nonmanufacturing (ex financials) 120 4.9 3.0 2.2 12.7 5.4 5.0 25 2.0 25
Materials 46 132 48 -0.5 132 2.7 0.6 2.7 2.4 21
Machinery, autos 49 74 0.1 10.0 154 8.1 7.8 5.8 5.6 45
Broad sectors Electronics 38 5.2 -4.3 -1.6 10.1 29 27 41 34 29
Consumer, distribution 84 5.7 33 0.8 112 4.1 37 31 25 24
Information 22 0.4 15 34 20.1 111 9.6 33 29 23
Utilities, infrastructure 61 2.5 2.2 53 10.0 4.7 5.2 0.0 0.9 2.1
Chemicals 36 130 6.5 0.8 12.5 21 -11 -4.1 2.2 2.0
Steel, nonferrous metals 10 13.6 0.7 -4.3 15.1 4.1 4.7 1.0 -3.1 2.3
Machinery 27 8.3 5.0 2.2 154 109 111 5.3 5.9 4.6
Autos 22 71 -1.6 125 155 7.3 6.9 5.9 5.4 44
Electrical machinery, precision equipment 38 5.2 -4.3 -1.6 10.1 2.9 2.7 4.1 34 29
Pharmaceuticals, healthcare 22 11 3.0 2.0 7.8 0.2 0.6 -0.5 13 0.6
Food products 15 0.7 -0.9 33 5.4 6.6 6.7 0.1 12 11
Household goods 10 18 29 44 9.9 11.8 115 2.0 7.7 2.0
Sectors Trading companies 7 10.2 6.1 -1.0 14.0 41 2.7 3.2 0.1 25
Retailing 19 18 2.5 37 10.0 4.6 5.7 74 7.7 39
Services 11 0.1 2.4 15 35 0.3 0.4 24 5.2 3.7
Software 9 -17.6 -14.9 -4.0 36 0.8 14 5.8 42 36
Media 5 45 19 48 105 43 5.1 45 5.4 2.7
Telecommunications 8 24 35 3.8 244 133 10.9 29 25 2.1
Construction, engineering 5 -16.0 7.7 7.5 6.8 4.6 7.2 11 13 19
Housing, real estate 19 54 2.7 6.1 145 7.6 7.9 35 46 44
Transportation 24 34 -0.7 34 72 38 34 2.7 31 16
Utilities 13 5.9 34 5.9 11.0 37 47 -5.3 -3.8 0.9

Note: (1) Figures exclude listed consolidated subsidiaries. Latest estimates as of 26 May 2015, previous estimates as of 22 February 2015.
Source: Nomura
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Fig. 8: Percentage change in operating profits by sector
(% y-y, except where noted)

No.of | FY10 FY11 FY12 FY13 FY14 FY14  FYI5E FYI5E  FYI16E
cos Old Actual Old New New

Russell/Nomura Large Cap (ex financials) 300 49.8 -18.6 45 343 6.2 5.2 18.6 17.2 8.4
Manufacturing 180 743 -14.2 7.5 371 8.5 5.8 18.5 19.3 9.1
Industrial groups | Basic materials 46 101.5 9.8 -22.6 356 -18.2 -14.0 485 40.9 8.5
Processing 87 110.6 -20.6 29.1 444 17.0 147 16.0 15.8 10.1
Nonmanufacturing (ex financials) 120 25.7 -24.6 -0.4 29.6 23 42 18.7 13.7 7.3
Materials 46 101.5 9.8 -22.6 356 -18.2 -14.0 485 40.9 85
Machinery, autos 49 106.5 -10.9 429 46.2 15.7 14.0 125 12.0 10.0
Broad sectors Electronics 38 116.1 -32.7 6.7 40.3 19.9 16.3 234 24.2 103
Consumer, distribution 84 175 0.8 -6.4 14.7 -1.2 9.0 9.6 135 7.9
Information 22 6.3 -3.7 43 15.2 -3.6 2.1 135 9.3 9.2
Utilities, infrastructure 61 35.2 57.7 104 69.1 16.9 22.9 23.0 16.4 39
Chemicals 36 945 -11 21.3 16.7 -31.9 -26.6 65.3 58.9 5.9
Steel, nonferrous metals 10 125.0 -37.1 -30.2 151.9 204 214 220 10.9 14.7
Machinery 27 124.8 6.1 -7.9 304 224 22.8 117 10.1 100
Autos 22 98.0 -19.8 77.2 51.7 137 113 128 12.7 100
Electrical machinery, precision equipment 38 116.1 -32.7 6.7 40.3 19.9 16.3 234 242 10.3
Pharmaceuticals, healthcare 22 8.7 -7.6 6.9 205 111 -18.2 22 317 -1.6
Food products 15 115 4.1 9.0 11.6 35 41 0.0 -13 8.6
Household goods 10 121 0.5 2.3 233 7.7 7.8 8.8 8.2 119
— Trading companies 7 69.7 6.3 -24.8 18.7 -17.8 -23.6 20.7 16.2 9.3
Retailing 19 218 75 -35 6.0 -2.0 -3.6 19.0 19.1 115
Services 11 45 -15.9 153 146 -5.8 5.3 104 2.9 133
Software 9 -32.8 -53.3 -32.9 13.2 325 339 4.0 0.5 95
Media 5 37.6 3.6 194 9.6 7.1 9.3 143 -3.2 123
Telecommunications 8 142 31 59 15.7 -5.8 5.3 145 114 8.9
Construction, engineering 5110,835.6 18.3 -10.8 30.0 231 346 22.7 19.0 15.5
Housing, real estate 19 29.0 0.6 12.6 26.0 0.6 3.4 8.5 8.3 6.9
Transportation 24 515 -17.3 204 8.4 2.8 6.7 8.5 6.3 5.7
Utilities 13 17.0 SL LI SP 162.9 192.2 80.4 49.6 -4.3

Note: (1) Figures exclude listed consolidated subsidiaries. Latest estimates as of 26 May 2015, previous estimates as of 22 February 2015. (2) LI = losses increasing;
LS = losses shrinking; SL = switch to losses; SP = switch to profits.

Source: Nomura
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Fig. 9: Percentage change in recurring profits by sector
(% y-y, except where noted)

No.of | FY10 Fy11 FY12 FY13 FY14 FY14  FYI5E FYI5E  FY16E
€osS Old Actual Old New New

Russell/Nomura Large Cap 335 438 -12.1 12.8 374 5.9 6.9 134 10.1 8.6
Russell/Nomura Large Cap (ex financials) 300 58.7 -19.5 7.7 39.7 74 7.0 16.5 13.7 9.3
Manufacturing 180 91.0 -17.9 103 43.3 103 72 16.2 16.6 9.4
Industrial groups | Basic materials 46 133.9 7.1 -19.2 335 -14.7 -8.9 38.0 294 8.9
Processing 87 143.6 -29.3 36.4 58.2 19.3 153 147 15.1 105
Nonmanufacturing 155 14.7 -5.9 15.2 319 1.6 6.5 104 37 7.6
Nonmanufacturing (ex financials) 120 216 217 35 34.0 2.6 6.6 17.0 8.9 9.1
Materials 46 133.9 7.1 -19.2 335 -14.7 -8.9 38.0 294 8.9
Machinery, autos 49 116.1 -11.5 425 47.6 18.9 16.2 10.2 106 100
Electronics 38 200.1 -54.9 19.7 92.9 20.2 13.0 255 26.3 114
Broad sectors Consumer, distribution 84 16.7 5.9 -4.1 15.7 -4.0 9.0 121 122 8.2
Information 22 33 0.0 73 16.2 44 8.0 23 5.1 137
Utilities, infrastructure 61 48.7 -70.2 30.2 102.6 18.7 283 26.4 16.9 4.6
Financials 35 -8.2 33.7 34.8 29.3 0.3 6.5 0.8 -3.7 5.2
Chemicals 36 116.2 18 -19.2 16.3 -27.3 217 52.1 45.9 6.0
Steel, nonferrous metals 10 201.0 -34.3 -18.9 119.5 175 24.0 15.7 2.6 15.6
Machinery 27 125.8 79 5.1 319 222 23.7 10.7 85 10.2
Autos 22 111.8 -20.8 72.8 53.0 179 139 10.1 113 100
Electrical machinery, precision equipment 38 200.1 -54.9 19.7 92.9 20.2 13.0 255 26.3 114
Pharmaceuticals, healthcare 22 -8.6 9.0 -4.9 14.0 104 -15.3 03 24.7 -0.6
Food products 15 10.2 5.2 9.1 13.0 37 49 0.9 -1.8 8.8
Household goods 10 9.2 1.9 0.1 20.3 10.1 11.0 5.9 2.8 132
Trading companies 7 55.1 22.6 -15.1 259 -19.1 -20.6 21.7 18.6 9.8
Sectors Retailing 19 22.2 7.9 2.5 5.6 -4.6 -4.8 194 16.8 104
Services 11 49 -14.7 16.6 12.8 5.9 2.4 9.4 0.1 13.0
Software 9 -41.9 -53.5 8.4 149 14.0 22.6 -1.4 9.1 9.0
Media 5 349 145 7.6 10.8 8.9 11.0 13.0 -5.7 117
Telecommunications 8 134 6.2 7.2 16.8 45 6.5 2.0 -4.6 144
Construction, engineering 5| 1,102.5 49.0 -1.0 253 14.9 384 215 8.1 14.8
Housing, real estate 19 353 -0.9 20.8 29.5 2.2 4.6 9.3 5.7 74
Transportation 24 90.6 -18.9 309 15.1 44 104 8.8 5.4 7.0
Utilities 13 20.7 SL LI SP 14543 11,6820 125.9 79.2 5.7
Financials 35 -8.2 33.7 34.8 29.3 0.3 6.5 0.8 -3.7 5.2

Note: (1) Figures exclude listed consolidated subsidiaries. Latest estimates as of 26 May 2015, previous estimates as of 22 February 2015. (2) LI = losses increasing;
LS = losses shrinking; SL = switch to losses; SP = switch to profits.

Source: Nomura
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Fig. 10: Percentage change in net profits by sector

(% y-y, except where noted)

No. of FY10 FY11 FY12 FY13 FY14 FY14 FY15E FY15E FY16E
€os Old Actual Old New New

Russell/Nomura Large Cap 335 34.6 -25.3 36.3 62.7 8.6 74 147 13.7 9.8
Russell/Nomura Large Cap (ex financials) 300 63.4 -35.2 26.7 79.8 10.6 8.0 16.9 16.6 10.7
Manufacturing 180 158.2 -42.9 30.8 80.9 14.0 10.2 17.1 17.7 10.8

Basic materials 46 361.6 -34.6 -30.8 85.9 5.1 -11.0 37.6 53.1 104

Processing 87 3244 57.2 775 116.1 19.8 15.7 16.7 15.7 113
Nonmanufacturing 155 -14.6 -2.6 410 48.2 3.4 4.6 12.0 9.6 8.7
Nonmanufacturing (ex financials) 120 -4.9 -19.2 204 78.1 49 42 16.7 145 10.6
Materials 46 361.6 -34.6 -30.8 85.9 5.1 -11.0 37.6 53.1 104
Machinery, autos 49 254.0 -16.9 58.6 56.2 16.2 148 9.9 9.3 9.7
Electronics 38 603.9 SL LS SP 318 184 355 34.2 153
Consumer, distribution 84 22.7 59 9.3 143 -4.5 -6.2 13.6 115 9.8
Information 22 -0.6 -2.0 9.9 16.5 129 148 79 03 19.2
Utilities, infrastructure 61 -76.7 SL LS SP 20.0 19.2 16.5 18.0 48
Financials 35 -26.7 24.7 66.7 18.9 14 5.2 5.0 24 5.6
Chemicals 36 305.9 21.7 -30.5 341 -13.3 -24.6 515 92.0 7.7
Steel, nonferrous metals 10 631.7 -78.5 -33.1 590.0 9.2 131 18.0 8.9 15.7
Machinery 27 225.1 49 -0.0 389 205 179 155 15.0 104
Autos 22 268.5 -26.5 94.6 61.7 15.0 14.0 8.3 7.7 94
Electrical machinery, precision equipment 38 603.9 SL LS SP 318 184 355 34.2 15.3
Pharmaceuticals, healthcare 22 -14.6 -29.4 45.6 2.7 9.5 7.8 3.6 2.0 1.6
Food products 15 -3.5 18.7 20.0 217 47 49 -1.0 -1.7 11.7
Household goods 10 317 -20.8 329 329 29.9 325 31 9.2 204
Trading companies 7 56.6 258 -11.9 22.6 -20.4 -235 29.0 279 8.4
Retailing 19 82.3 24.9 2.0 49 -4.9 -7.8 18.9 20.9 13.0
Services 11 -0.9 -38.2 103.2 139 -18.9 -19.6 294 19.9 16.3
Software 9 -46.5 -61.2 51.8 -14.3 309 358 33 0.7 11.2
Media 5 15.1 57.8 1.7 -15 16 16.5 10.7 2.3 12.8
Telecommunications 8 15.7 3.2 9.2 22.0 121 12.7 8.3 0.5 20.9
Construction, engineering 5 SP -81.6 440.1 385 15.0 30.2 26.3 19.5 15.5
Housing, real estate 19 74.0 -16.3 54.1 41.2 104 184 2.8 23 9.7
Transportation 24 127.9 -37.9 59.5 44.4 1.9 18 117 153 7.1
Utilities 13 SL LI LS SP 106.0 79.6 40.2 473 6.0
Financials 35 -26.7 24.7 66.7 18.9 14 5.2 5.0 24 5.6

Note: (1) Figures exclude listed consolidated subsidiaries. Latest estimates as of 26 May 2015, previous estimates as of 22 February 2015. (2) LI = losses increasing;
LS = losses shrinking; SL = switch to losses; SP = switch to profits.

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

No. of FY10 FY11 FY12 FY13 FY14 FY14 FYISE  FY15E  FY16E
Ccos Old Actual Old New New

Russell/Nomura Large Cap 287| 26483 23168 26,521 36,708 38,089 33488 44,678 43996 47,770
Russell/Nomura Large Cap (ex financials) 254 22,701 18,302 20556 28,994 30,423 30,350 36,888 36,087 39,448
Manufacturing 153| 13404 11,132 12917 18323 19,610 19,085 23,687 23157 25343
Industrial groups | Basic materials 38 3,638 3,588 3,101 3,931 3,112 3,325 4,458 4,441 4,835
Processing 72 7,302 5,052 7,167 11,295 13257 12834 15858 15436 17,049
Nonmanufacturing 134| 13,079 12,037 13604 18385 18479 19,403 20,991 20,838 22,426
Nonmanufacturing (ex financials) 101 9,297 7,170 7639 10671 10813 11265 13201 12930 14,105
Materials 38 3,638 3,588 3,101 3,931 3,112 3,325 4,458 4,441 4,835
Machinery, autos 42 4,354 3,731 5,480 8,052 9,432 9213 10,784 10576 11,635
Electronics 30 2,948 1,321 1,687 3,243 3,826 3,621 5,074 4,860 5,414
Broad sectors Consumer, distribution 71 5,556 5,869 5,829 6,841 6,488 6,151 7,571 7,343 7,946
Information 18 2,758 2,783 3,039 3,645 3,683 3,841 3,931 3,804 4,323
Utilities, infrastructure 55 3,447 1,010 1,419 3,281 3,882 4,198 5,070 5,064 5,295
Financials 33 3,781 4,867 5,965 7,714 7,666 8,138 7,790 7,909 8,322
Chemicals 30 2,658 2,959 2,606 2,851 1,913 2,059 3,010 3,099 3,283
Steel, nonferrous metals 8 979 629 495 1,080 1,200 1,266 1,448 1,342 1,552
Machinery 24 1,406 1,472 1,416 1,855 2,278 2,306 2,659 2,630 2,897
Autos 18 2,948 2,260 4,064 6,197 7,154 6,908 8,126 7,946 8,738
Electrical machinery, precision equipment 30 2,948 1,321 1,687 3,243 3,826 3,621 5,074 4,860 5414
Pharmaceuticals, healthcare 21 1,209 1,215 1,170 1,314 1,447 1,113 1,469 1,413 1,405
Food products 13 901 938 1,107 1,306 1,326 1,341 1,386 1,364 1,484
Household goods 9 355 338 371 477 468 471 516 504 570
Trading companies 7 1,626 1,993 1,706 2,026 1,774 1,740 2,264 2,064 2,266
Sectors Retailing 14 1,105 1,071 1,110 1,277 1,089 1,087 1,466 1,428 1,576
Services 7 361 313 364 441 385 399 469 571 645
Software 7 324 148 173 245 301 324 368 360 393
Media 5 235 239 227 251 197 271 245 275 307
Telecommunications 6 2,199 2,396 2,639 3,150 3,186 3,246 3,318 3,169 3,624
Construction, engineering 4 95 123 122 181 176 212 249 260 298
Housing, real estate 16 770 737 956 1,264 1,274 1,363 1,464 1,515 1,627
Transportation 22 1,313 1,049 1,406 1,799 1,857 1,963 2,058 2,107 2,255
Utilities 13 1,270 -898 -1,065 37 575 660 1,300 1,182 1,115
Financials 33 3,781 4,867 5,965 7,714 7,666 8,138 7,790 7,909 8,322

Note: (1) Figures exclude listed consolidated subsidiaries. (2) Latest estimates as of 26 May 2015, previous estimates as of 22 February 2015.
Source: Nomura
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Fig. 12: Percentage change in quarterly sales and profits (FY14 Q1-FY14 Q4)
%y-y
Sales Operating profits Recurring profits Net profits

QL Q2 Q3 Q4|Ql @ Q3 Q4 | QL Q Q3 Q4|QL Q@ Q3 Q4

Russell/Nomura Large Cap - - - - - - - 50 168 49 12| 69 217 60 22

(F;‘)‘(Sf?sgg\é‘i’a'}‘s‘)‘ra SR 59 42 55 13| 136 05 13 93| 96 157 15 28| 54 206 17 82

_ Manufacturing 40 39 64 16| 134 10 50 15| 103 112 83 -35| 126 141 166 -41

'g”rgﬂ?s”a' Basic materials 44 19 11 74| 13 84 386 14| 25 08 240 20| 63 84 122 -703

Processing 45 50 77 56| 207 64 182 109| 175 189 185 55| 186 194 203 54

Nonmanufacturing 06 219 10 64|-213 282 -56 108

(Ne‘)’(”f?r‘]zg‘gg%“””g 86 47 42 09| 139 28 52 250| 84 225 -113 151|280 203 -249 4038

Basic materials 44 19 11 74| 13 -84 -386 14| 25 08 -240 20| 63 84 122 -703

Machinery, autos 58 71 102 76| 116 111 180 123| 140 213 169 99| 151 205 151 64

Electronics 24 20 41 25| 549 36 186 79| 206 126 220 -53| 328 157 330 16

Broad sectors | Consumption, distribution 50 40 54 -21| 81 -118 25 215 60 20 71 -299| 06 -107 -122 -21.9

Information 202 78 62 39|-107 45 -18  86|-223 655 81 05|-285 773 -42 205

Utilties, infrastructure 72 35 40 41| 489 57 32 609| 579 95 -43 883| 464 382 344 SP

Financials e 82 211 194 -49|-117 263 245 -21.0

Chemicals 36 10 -09 -111| -15 -138 -652 98| -12 82 533 -133| -11 -135 159 SL

Steel, nonferrous metals 62 43 66 20| 94 74 401 258| 56 269 446 252|-138 581 69 7.6

Machinery 92 121 138 96| 341 268 235 118| 266 408 206 104| 290 358 372 -17.7

Automobiles 49 57 92 70| 61 64 165 125 107 156 158 97| 120 168 97 157

i;‘i’g:ﬁz'n;"“h'"ery' PIECSION| 94 20 41 25| 549 36 186 79| 206 126 220 53| 328 157 330 16

Pharmaceuticals, healthcare 03 13 40 -43| 110 -16 -46 SL| 58 76 -12 SL| 89 42 -10 268

Food products 02 17 154 02| -30 -121 134 45| -10 -105 128 96| 39 -104 215 429

Household goods 115 60 155 65|-156 -31 151  -1.3|-182 41 179 58| 191 534 35 -06

Trading companies 61 50 38 53| 332 -292 -252 24| 218 -08 -439 -321| -0.7 -26.8 -572 -54.0

SZETE Retailing 88 55 38 56| 11 -117 31 61| -31 92 75 49| 90 -155 321 -86

Services 09 21 02 00| 67 57 61 -151| -63 08 -35 -153|-258 -11.8 -205 -59.9

Software 29 37 -80 47|-191 796 90 3890|396 1161 -27 5623| 460 1664 116 SP

Media 50 34 25 46| 07 -163 01 69| 55 04 -23 247| 598 -147 444 32

Telecommunications 247 96 87 37|-104 68 09 12| -216 672 96 -87|-289 790 -116 166

Construction, engineering 68 86 149 07| 797 59 8L7 72| 205 380 749 117| 373 545 902 -47.8

Housing, real estate 69 46 14 87| 92 40 93 90| 67 -15 -83 128| 99 24 74 -221

Transportation 38 26 38 34| 52 31 96 323 55 99 133 417| 22 119 102 -445

Utilties 111 26 32 29| SP 191 SL 25506| SP 175 LI SP| SL 85 SL SP

Financials 82 211 194 -49|-117 263 245 -21.0

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 26 May 2015. (3) Excludes consolidated subsidiaries. (4) LI = losses increasing;
LS = losses shrinking; SL = switch to losses; SP = switch to profits.

Source: Nomura
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Fig. 13: Valuation indicators

P/E PICF P/IB Dividend yield ROE
FY14 FYISE FYL6E| FY14 FYISE FY16E| FY14 FYISE |FY14E FYISE FY16E| FY13 FY14 FY15E FY16E
X X X X X X X X % % % % % % %
RusselllNomura Large Cap 193 172 156 - - | 175 155 158 174 192| 89 85 90 95
PO i S 183 171 156 . . | 18 161 152 174 193] 95 94 90 95

(ex loss-making cos)
Russell/Nomura Large Cap

210 182 164 9.5 9.2 87| 194 174 150 170 1.90 9.1 8.8 94 98

el (ex financials)
groups | Manufacturing 209 179 162| 103 101 94| 199 180| 159 184 208 9.2 9.1 98 102
Basic materials 222 153 139 8.7 70 66| 132 122| 155 175 1.88 7.1 5.8 7.7 8.1
Processing 18.7 162 145 9.3 96 88| 206 180| 157 190 219| 102 102 108 112
Nonmanufacturing 176 164 150 - - -| 153 132| 157 161 174| 87 8.0 83 87
Nonmanufacturing (ex financials) 210 186 169 8.4 8.0 76| 18 1.64| 134 145 158 8.8 8.2 8.9 9.2
Basic materials 222 153 139 8.7 70 66| 132 122| 155 175 1.88 7.1 5.8 7.7 8.1
Machinery, autos 160 147 134 8.8 93 86| 202 175| 176 213 250| 120 117 116 119
Electronics 272 199 172| 104 102 93| 213 190| 122 149 163 6.8 74 93 100
s?erc‘iggs Consumption, distribution 257 235 214| 143 137 129 206 191| 169 173 1.88 9.0 7.7 8.2 8.7
Information 196 197 16.6 7.1 69 65| 223 199| 128 147 157| 102 107 101 114
Utilities, infrastructure 211 178 170 7.8 74 72| 183 162| 109 123 1.38 7.6 8.1 88 86
Financials 129 126 119 - - -| 108 091| 211 200 212 85 7.7 75 80
Chemicals 296 168 156| 103 76 73| 139 130| 148 161 165 6.7 4.6 75 78
Steel, nonferrous metals 134 124 107 6.2 58 53| 117 103| 171 213 249 79 8.2 81 88
Machinery 226 195 177| 138 122 11.3| 238 204| 148 172 1.89 9.8 98 102 105
Automobiles 141 131 120 75 83 77| 19 164| 189 232 278| 128 125 122 124

Electrical machinery,

precision equipment 272 199 172| 104 102 93| 213 190| 122 149 163 6.8 74 93 100

Pharmaceuticals, healthcare 318 312 307| 191 205 203| 246 231| 171 185 192| 75 75 74 74

Food products 260 268 240| 156 159 148| 274 267| 174 177 210 111 106 9.7 106

Household goods 2711 298 248 161 167 152| 282 281| 122 129 142 87 108 92 104

Trading companies 134 105 97| 74 64 60| 095 086] 285 287 310| 98 67 80 83

Sectors  I'p etailing 339 273 241| 163 142 129| 251 242 106 117 129 84 74 87 93
Services 437 356 306| 189 180 165| 261 211| 115 119 123 73 51 70 79

Software 356 335 302| 247 242 223| 292 260 114 128 133| 51 76 82 87

Media 227 235 209| 154 159 147| 168 143| 118 122 122| 69 67 59 64
Telecommunications 176 175 145| 58 55 52| 220 199| 132 155 167| 117 119 113 127
Construction 233 186 161| 161 138 124 172 141| 104 122 126| 64 67 76 85

Housing, real estate 238 230 209| 159 151 140| 238 201| 117 129 134| 90 91 84 87
Transportation 202 176 164| 80 76 74| 193 173| 109 120 128| 97 90 95 94

Utiliies 185 126 134| 387 34 34| 121 110] 099 122 170| 37 62 85 75

Financials 129 126 119 : : - 108 001 211 200 212 85 77 75 80
Russel/Nomura Small Cap 205 173 162 : : - 141 131 13 146 151 71 67 70 71
Russell/Nomura Small Cap (ex financials) 219 180 16.8| 108 9.6 92| 151 143| 133 144 149 7.1 6.9 74 75

Note: (1) Estimates as of 26 May 2015. (2) Share prices as of 26 May 2015 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:
e They represent the entire Japanese equity market, in that component stocks are selected from among all listed stocks.

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

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

e 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.

e The Prime Index consists of the top 1,000 stocks in the Total Market Index by market cap excluding stable shareholdings.
o Clear definitions mean that there is no arbitrariness in stock-selection methods.

e 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.


http://www.russell.com/
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Management Dept. of Nomura Securities Co., Ltd. for additional information.
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portion of which is generated by Investment Banking activities. Unless otherwise noted, the non-US analysts listed at the front of this report are
not registered/qualified as research analysts under FINRA/NYSE rules, may not be associated persons of NSI, and may not be subject to
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Explanation of Nomura's equity research rating system in Europe, Middle East and Africa, US and Latin America, and
Japan and Asia ex-Japan from 21 October 2013

The rating system is a relative system, indicating expected performance against a specific benchmark identified for each individual stock,
subject to limited management discretion. An analyst'’s target price is an assessment of the current intrinsic fair value of the stock based on an
appropriate valuation methodology determined by the analyst. Valuation methodologies include, but are not limited to, discounted cash flow
analysis, expected return on equity and multiple analysis. Analysts may also indicate expected absolute upside/downside relative to the stated
target price, defined as (target price - current price)/current price.

STOCKS

A rating of 'Buy', indicates that the analyst expects the stock to outperform the Benchmark over the next 12 months. A rating of 'Neutral’,
indicates that the analyst expects the stock to perform in line with the Benchmark over the next 12 months. A rating of 'Reduce’, indicates that
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Japan: please see valuation methodologies for explanations of relevant benchmarks for stocks, which can be accessed at:
http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx; Global Emerging Markets (ex-Asia): MSCI
Emerging Markets ex-Asia, unless otherwise stated in the valuation methodology; Japan: Russell/Nomura Large Cap.

SECTORS

A 'Bullish' stance, indicates that the analyst expects the sector to outperform the Benchmark during the next 12 months. A ‘Neutral' stance,
indicates that the analyst expects the sector to perform in line with the Benchmark during the next 12 months. A 'Bearish’ stance, indicates that
the analyst expects the sector to underperform the Benchmark during the next 12 months. Sectors that are labelled as 'Not rated' or shown as
'N/A" are not assigned ratings. Benchmarks are as follows: United States: S&P 500; Europe: Dow Jones STOXX 600; Global Emerging
Markets (ex-Asia): MSCI Emerging Markets ex-Asia. Japan/Asia ex-Japan: Sector ratings are not assigned.

Explanation of Nomura's equity research rating system in Japan and Asia ex-Japan prior to 21 October 2013

STOCKS

Stock recommendations are based on absolute valuation upside (downside), which is defined as (Target Price - Current Price) / Current Price,
subject to limited management discretion. In most cases, the Target Price will equal the analyst's 12-month intrinsic valuation of the stock,
based on an appropriate valuation methodology such as discounted cash flow, multiple analysis, etc. A '‘Buy' recommendation indicates that
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