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Summary and major assumptions

Overview of FY16 corporate earnings outlook

In this report, w e collate and analyze earnings forecast data issued by our analysts. For FY 16, our analysts look for a sales
decline of 4.5% y-y and a recurring profits decline of 0.0% for companies in the Russell/Nomura Large Cap Index (ex financials).
These forecasts represent dow nw ard revisions versus our previous forecasts issued in September 2016 (based on data collated
on 23 August 2016) of 0.8ppt for sales and 0.9ppt for recurring profits. Our forex assumptions for FY16 are USD/JPY of 104.1
(previously 105.7) and EUR/JPY of 116.0 (previously 117.5). Our WTI assumption is $47.6/bbl ($45.1/bbl). We expect sales and
profits to decline based on our assumption that the yen will be just under ¥16 stronger versus the US dollar in FY16 than in
FY15. If this proves true, the uptrend in recurring profit grow th w ould come to an end after four fiscal years. The revision index
for recurring profit forecasts stands at -11.1, the fifth consecutive quarter of negative readings for the revision index.

That said, combined dow nw ard revisions to our FY 16 recurring profit forecastcame to just ¥320bn, around half of the previous
combined dow nw ard revisionto our forecast. The revision index improved for a second straight quarter, backing up our view
that the worstis over for earnings.

In FY16 Q2, recurring profits at companies in the Russell/Nomura Large Cap Index (ex financials) fell 9.0% y-y on a 7.8%
decrease in sales. This is a milder recurring profit decline than the 16.7% y-y drop in FY16 Q1, and is mainly attributable to
trends in resource-related sectors, such as oil, steel & nonferrous metals, and trading companies. As before, w e think the
inhospitable macroeconomic environment may have led directly to profit deterioration as the profit decline w as accompanied by
a sharp drop in sales, but, from Q3, w e expect a bottoming in the rate of sales decline to bring about a further contraction in the
rate of profit decline. A USD/JPY rate in line withthe current rate would mean slow er yen appreciation y-y from 2Q, w hich w ould
support our outlook for a contraction in the rate of profit decline.

In FY 16 H1, recurring profits at companies in the Russel/Nomura Large Cap Index (ex financials) fell 13.0% y-y, w hich
represents less of y-y decline than w e had forecast (w e forecasta 15.8% decline). Stronger earnings than weassumed in H1
makes us more confident in our H2 forecastfor 18.6% recurring profit grow th.

Overview of the FY17 corporate earnings outlook

For FY 17, our analysts look for sales grow th of 3.3% y-y and recurring profit grow th of 12.0% for companies in the
Russell/Nomura Large Cap Index (ex financials). The current figures represent upw ard revisions of 0.2ppt for sales grow th and
1.7ppt for recurring profit grow th versus our previous forecasts. Our forex assumptions for FY17 are USD/JPY of 103.0
(previously 105.0) and EUR/JPY of 114.0 (previously 116.0). Our WTI assumption is $50.0/bbl ($45.0/bbl). The revision index
for forecastrecurring profits (ex financials) is slightly negative at -0.7%, with more or less an equal number of upw ard revisions
and dow nw ard revisions.

The average ROE for Russell/Nomura Large Cap Index stocks was 7.7% in FY 15, and w e now forecast8.3% in FY16 (breaking
above the "bare minimum" of 8%) and 8.6% in FY17. This is still a long w ay off fromthe recent peak of 10.1% in FYO05.
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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
ofcos | FY13 FY14 FY15 FY16E FY17E FY16E FY17E
Russell/Nomura Large Cap (ex financials) 298 12.5 4.6 -0.4 -4.5 3.3 -3.7 3.1
Manufacturing 174 12.3 4.3 0.2 -5.5 3.6 -4.5 3.5
Sales Basic materials 44 13.2 0.6 -9.0 -6.7 3.7 -6.2 2.4
Processing 79 13.2 5.7 3.1 -5.7 3.7 4.7 3.9
Nonmanufacturing (ex financials) 124 12.7 5.0 -1.2 -3.1 3.0 -2.5 2.5
Russell/Nomura Small Cap (ex financials) 950 9.3 3.6 1.8 0.2 3.3 1.2 3.1
Russell/Nomura Large Cap (ex financials) 298 34.3 5.2 8.7 -3.4 11.1 -2.6 9.8
Manufacturing 174 37.1 5.8 2.9 5.4 14.0 2.1 111
. fi Basic materials 44 35.6 -14.0 8.6 -1.5 17.0 2.8 7.2
Operatng profits |=srrears 79 | 444 147 20 77 158 38 138
Nonmanufacturing (ex financials) 124 29.6 4.2 18.6 -0.6 7.3 -3.3 8.0
Russell/Nomura Small Cap (ex financials) 950 28.4 4.3 10.5 4.0 9.3 4.8 9.2
Russell/Nomura Large Cap 335 37.4 6.9 -0.6 -0.3 9.8 0.3 8.5
Russell/Nomura Large Cap (ex financials) 298 39.7 7.0 1.5 0.0 12.0 0.9 10.3
Manufacturing 174 43.3 7.2 -1.9 -5.0 15.9 -1.8 13.0
Basic materials 44 33.5 -8.9 -7.4 1.2 20.8 5.3 10.4
Recurring profits | Processing 79 58.2 15.3 4.2 -7.5 17.1 -3.8 15.2
Nonmanufacturing 161 31.9 6.5 0.6 4.1 4.6 2.2 4.4
Nonmanufacturing (ex financials) 124 34.0 6.6 7.1 7.1 7.0 4.8 6.7
Russell/Nomura Small Cap 1,037 29.7 3.1 3.7 1.3 10.7 3.6 9.4
Russell/Nomura Small Cap (ex financials) 950 27.3 5.0 4.1 3.6 11.8 5.9 10.2
Russell/Nomura Large Cap 335 62.7 7.4 -3.9 9.4 8.5 9.6 7.7
Russell/Nomura Large Cap (ex financials) 298 79.8 8.0 4.7 10.8 11.7 12.1 10.0
Manufacturing 174 80.9 10.2 -4.8 0.1 17.9 3.3 15.7
Basic materials 44 859 -11.0 -27.1 37.8 27.1 45.7 17.8
Net profits Processing 79 | 116.1 15.7 -3.0 -7.0 20.1 -3.3 18.1
Nonmanufacturing 161 48.2 4.6 -3.0 18.4 0.8 15.7 0.8
Nonmanufacturing (ex financials) 124 78.1 4.2 -4.6 28.3 3.8 26.4 2.4
Russell/Nomura Small Cap 1,037 74.2 2.2 1.9 14.4 111 16.6 10.5
Russell/Nomura Small Cap (ex financials) 950 80.6 3.9 0.0 18.3 13.3 20.5 12.4
Note: Latest estimates as of 24 November 2016. Previous estimates as of 23 August 2016.
Source: Nomura
Fig. 2: Major assumptions
As of 12 October 2016 As of 15 July2016
Industrial Ov ernight call Industrial Ov ernight call
production rate WTI Exchange rate production rate WTI Exchange rate
2010 base / Policy rate (avg) 2010 base / Policy rate (avg)
year (FY-end) year (FY-end)
% y-y % $/bbl USD/JP EUR/JP % y-y % $/bbl USD/JP EUR/JP
Y Y Y Y
FY15 -1.0 -0.10 45.0| 120.0 1325 -1.0 -0.10 45.0| 120.0 1325
FY16E -0.2 -0.20 47.6| 104.1 116.0 -0.2 -0.30 45.1| 105.7 117.5
FY17E 1.3 -0.20 50.0| 103.0 114.0 1.0 -0.70 45.0| 105.0 116.0
FY15 H1 -0.4 0-0.10 52.2( 121.7 135.1 -0.4 0-0.10 52.2| 1217 135.1
FY15 H2 2.2 -0.10 37.8( 118.4 129.9 2.2 -0.10 37.8( 118.4 129.9
FY16 H1 -1.1 -0.20 45.3| 105.2 118.1 -0.7 -0.20 45.3| 106.5 119.0
FY16E H2 0.7 -0.20 50.0| 103.0 114.0 0.9 -0.30 45.0| 105.0 116.0
FY17E H1 1.6 -0.20 50.0( 103.0 114.0 1.2 -0.50 45.0| 105.0 116.0
FY17E H2 1.1 -0.20 50.0| 103.0 114.0 0.9 -0.70 45.0| 105.0 116.0

Note: We use the call rate for interest rate data through FY15 H1 and the policy rate for FY15 H2 and beyond since the BOJ introduced a negative interest rate component inits
policy on 29 January 2016. Call rate is the overnight uncollateralized call rate target, WTI is term-average WTI crude oil futures price (near-term delivery). The abowve

assumptions are not Nomura estimates but the assumptions on which Nomura analysts base their earnings estimates.

Source: Nomura
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Contributions torecurring profit growth by sector

Overview of the FY16 corporate earnings outlook

For FY 16, w e project that recurring profits willrise in nine of the 19 sectors and decline in 10.

Sectors from w hichw e expect large contributions to overall profit grow thinclude trading companies, electrical machinery &
precision equipment, housing & real estate, and telecommunications. For many of the sectors w here w e expectsharp grow th,
the growthis largely due to a rebound from earnings deterioration in FY15. That said, w e note that the trade companies sector is
benefiting from the bottoming in resource prices, including the rise in coking coal prices, w hile the housing & real estate sector is
seeing a gradual recovery in housing demand amid low interest rates. Earnings in the telecommunications sector are being
supported by cost cutting and expansion of non-telecoms businesses. While telecoms companies are seeing some impact from
scaled-back spending on sales promotions in response to policies by the Ministry of Internal Affairs and Communications and
from the grow ing presence of competitors offering discounted rates, w e believe that the telecoms operators will be able to cover
the impact by stepping up marketing to their various types of customers.

Sectors that w e expect to make large negative contributions to profit grow thinclude automobiles, utilities, machinery, and
transportation. We assume USD/JPY of 104.1 for FY16 versus 120.0 for FY 15, w hichw ould pose a severe headw ind for
external demand-oriented sectors. In the automobiles sector, w e expect global automobile demand to increase 2.5% y-y in 2016,
although the US looks to be experiencing a slump (w e expectdemand here to fall 0.4%). We expect some degree of a profit
boost from cost savings and increased selling volumes in Europe and the US, but we do not think these will be sufficientto
offsetthe negative impact from yen appreciation. In the utilities sector, w e expect fallout from delays in restarting nuclear pow er
stations and electricity rate cuts triggered by the full deregulation of the electricity retail market. In the machinery sector, there
are major disparities in machinery demand by region, w hile shipbuilding and heavy machinery companies are being impacted by
reduced production and delays in reducing costs in commercial aircraft businesses, and ship & offshore structure businesses
are being burdened by additional expenses. In the transportation sector, w e expect the marine transport subsector to swingto
losses as w e expect containership rates to deteriorate further due to excess supply. The three major Japanese shipping
companies have announced the integration of their container operations in response to the severe business environment. I is
still too early to judge the extent of any potential synergies, and w e cannot rule out the risk of impairment losses, but w e do look
favorably on the companies coming up with a strategy for dealing with the harsh business environment.

Overview of the FY17 corporate earnings outlook

For FY17, we project that recurring profits willincrease in 16 of the 19 sectors and decrease in three.

Sectors from w hichw e expect large contributions to overall profit grow thinclude electrical machinery & precision equipment,
automobiles, steel & nonferrous metals, chemicals and machinery. We expect the rapid appreciation of the yen to quiet downin
FY17, and assume that macroeconomic conditions will be relatively stable. The government has already decided to put off an
additional consumption tax hike, and w e expect a positive boost to the economy from the government's large-scale economic
stimulus package. Against this backdrop, w e expect the negative effects of yen depreciation to drop off and expect a return to
profit grow th, particularly in the manufacturing sector.

We expect profits to decline in the utilities, financials, and media sectors. While w e expect recurring profits to fall in the financials
and media sectors, w e believe that profits will basically remain in flat territory. We expect earnings in the utilities sector to be
hobbled by a rise in fixed costs, w hich sector companies have been w orking to keep down.
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Fig. 3: Contributions to recurring profit growth by sector for the Russell/NomuraLarge Cap Index

FY16E FY17E

Increase in profits (%) Increase in profits (%)

Growth ContributigContribution Growth Contributi|Contribution

n (ex on (ex
9 sectors financials) 16 sectors financials)
ULCCIIEl =l 213.7| 1,328.8| 20,300.0 E&iﬁgﬁimmhmw' PIEciSen 25.1 23.2 23.1
Electrical machinery, precision
equipment 17.9 526.2 8,038.7  Automobiles 12.5 20.2 20.2
Housing, real estate 16.4 233.5 3,667.3  Steel, nonferrousmetals 70.5 8.8 8.8
Telecommunications 5.1 162.5 2,481.8 Chemicals 11.8 8.1 8.1
Chemicals 4.7 117.0 1,786.9  Machinery 17.4 8.1 8.1
Food 5.1 68.1 1,040.6 Telecommunications 7.8 7.0 7.0
Software 22.4 59.7 912.7 Retailing 15.6 5.5 5.5
Construction 12.2 54.7 835.8  Software 394 3.4 3.4
Household goods 2.9 15.6 238.8  Transportation 6.4 3.4 3.4
Housing, real estate 7.4 3.3 3.3

Decrease in profits (%) Household goods 16.0 2.4 2.4

Growth Contzbutlc Cont?el:;(utlon Pharmaceuticals, healthcare 6.5 2.3 2.3
10 sectors financials)  Trading companies 4.1 2.1 2.1
Media -1.7 5.2 -78.7  Food 4.0 1.5 1.5
Retailing -2.9 -39.9 -609.1  Services 3.5 1.3 1.3
Steel, nonferrousmetals -14.8 -81.5 -1,244.9  Construction 4.5 0.6 0.6
Financials -1.3 -93.5 -
Services -7.9 -118.1 -1,805.0 Decrease in profits (%)
Pharmaceuticals, healthcare 89| -1304| 199256 Growth Con;rrllbutl Cont(r;t:(uuon
Transportation -8.4 -185.5 -2,833.9 3 sectors financials)
Machinery -16.6 -346.5 -5,294.1  Media -1.1 -0.1 -0.1
Utilities -37.1 -571.7 -8,734.2 Financials -0.1 -0.2 -
Automobiles -15.3| -1,093.8| -16,710.2 Utilities -3.5 -0.9 -0.9

Source: Nomura
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Revisions torecurring profit estimates (versus old
estimates)

Overview of the FY16 corporate earnings outlook

We have raised our FY 16 recurring profit forecasts for 10 of the 19 sectors and low ered them for nine. The revision to our forex
assumptions tow ard a stronger yen implies tougher conditions for external demand-oriented sectors, but the number of upw ard
and dow nw ard revisions are more or less the same across all sectors.

The largest upw ardrevisions w ere to our estimates for the trading companies, utilities, and financials sectors. Trading
companies’ H1 earnings w erefirmoverall as they benefited from a bottoming in resource prices, including a rise in coking coal
prices. We raise our WTI assumption from $45.1/bbl to $47.6, and, as per last quarter, w e revise up our forecasts to factor this
in. For financials, many leasing and credit card/consumer finance companies look to be experiencing low er fund procurement
costs due to the BOJ's negative interest rate policy.

Sectors for w hich w e have made large dow nw ard revisions include machinery, electrical machinery & precision equipment,
automobiles, and steel & nonferrous metals. In the machinery sector, shipbuilding and heavy machinery companies have been
impacted by reduced production and delays in reducing costs in commercial aircraftbusinesses, and ship & offshore structure
businesses have been burdened by additional expenses. In the electrical machinery & precision equipment sector, fixed costs,
including forw ard-looking investments, are up at consumer electronics companies, w hile precision equipment companies are
experiencing w eaker-than-expected demand for digital cameras and demand for office equipment has yet to undergo a major
recovery. While digital camera production w as impacted by earthquakes, production has already returned to normal. We believe
there is a high likelihood that companies will launch sales promotions including price-related strategies heading into the
Christmas shopping season. The steel & nonferrous metal sector has been impacted by higher prices for coking coal, w hile
price hikes for steel products are affecting earnings at a lag.

It is not, how ever, all bad news. In the machinery sector, construction equipment demand has already started to recoverin
China, and looking ahead w e anticipate recoveries in construction equipment demand in emerging markets other than China,
and in global mining machinery demand. In the electrical machinery & precision equipment sector, air conditioners, social
infrastructure, auto parts, and IT services in Japan have been firm, and profits in semiconductor businesses have performed
better than expected, particularly memory and automotive electronics, on an improvement in market conditions, and w e have
also seen a recovery in industrial applications such as factory automation (FA) and pow er semiconductors.

Overview of the FY17 corporate earnings outlook

We have raised our FY 17 recurring profit forecasts for 10 of the 19 sectors and low ered them for nine.

The largest upw ardrevisions w ere for our estimates for sectors such as trading companies and chemicals, w hile the largest
dow nw ard revisions w ere to our forecasts for sectors such as automobiles, machinery, and pharmaceuticals & healthcare. Many
of the factors behind the revisions to our FY 17 forecasts are in step with changes to our FY16 estimates. The upw ard revision to
our estimate forthe chemicals sector is largely to factorin profit contributions from new projects in the oil products subsector,

w hile the dow nw ard revision to our estimate for the pharmaceuticals & healthcare sector reflects the impact from low er drug
prices at certain companies; Company-specific factors played a large role in both of these revisions. For the machinery sector,
the extent of the dow nw ardrevisionto our FY17 estimate w as less than the dow nw ard revisionto our FY16 estimate as the
earnings deterioration in FY16 w as largely due to temporary increases in costs.
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Fig. 4: Revisionstorecurring profitestimates (versus old estimates)forthe Russell/NomuraLarge Cap Index

FY16E FY17E
[Upward revisions] 10 sectors [Upward revisions] 10 sectors
Revisio| Chang Revisio| Chang
New Old n e New | Old n e
¥bn ¥bn ¥bn % ¥bn ¥bn ¥bn %
Trading companies 2,062 | 1,888 175 9.2 Trading companies 2,146| 1,958 189 9.6
Utilities 1,023 933 90 9.6 Chemicals 3,050( 2,906 144 5.0
Financials 7,443 | 7,367 76 1.0 Financials 7,434 7,362 72 1.0
Housing, real estate 1,754 ] 1,699 55 3.2 Housing, real estate 1,884| 1,819 65 3.6
Construction 531 495 36 7.3 Software 481 418 63| 14.9
Food 1,474 | 1,459 15 1.0 Steel, nonferrousmetals 844 796 48 6.0
Media 316 303 (k3 4.4 Utilities 987 942 45 4.8
Transportation 2,129 | 2,123 6 0.3 Construction 555 520 35 6.7
Software 345 340 4 1.3 Household goods 686 676 10 1.5
Telecommunications 3,559 | 3,556 2 0.1 Telecommunications 3,836| 3,835 1 0.0
[Downward revisions] 9 sectors [Downward revisions] 9 sectors
Revisio| Chang Revisio| Chang
New Old n e New | Old n e
¥bn ¥bn ¥bn % ¥bn ¥bn | ¥bn %
Household goods 591 | 596 -5 -0.9 Media 313| 313 -1 -0.2
2,26
Retailing 1,413 11,441 -28 -1.9 Transportation 2,265 9 -5 -0.2
1,53
Pharmaceuticals, healthcare 1,417 ]1,453 -36 -2.5 Food 1,533 8 -5 -0.3
1,52
Services 1,464 11,503 -39 -2.6 Services 1,515 3 -8 -0.5
1,64
Chemicals 2,727 2,771 -44 -1.6 Retailing 1,633 5 112 -0.7
Electrical machinery, precision 4,62
Steel, nonferrousmetals 495| 582 -87| -14.9 equipment 4,591 9 -39 -0.8
1,56
Automobiles 6,419 6,529 -110 -1.7 Pharmaceuticals, healthcare 1,509 0 -51 -3.3
Electrical machinery, precision 2,28
equipment 3,670 (3,822 -151 -4.0 Machinery 2,163 2 -118 -5.2
7,38
Machinery 1,842 12,059 -216| -10.5  Automobiles 7,221 8 -167 -2.3

Note: Latest estimates as of 24 November 2016, previous estimates as of 23 August 2016.
Source: Nomura
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Fig. 5: Breakdown of factors affecting ROE

(‘?5) Russell/Nomura Large Cap ROE

ROE (ex financials)

ROE (overall)

5 (FY)
79 81 83 85 87 89 91 93 95 97 99 01 03 05 15 17
(%)
9 1 Russell/Nomura Large Cap (ex financials)
8 A
7 4
6 A Operating margin
(ex financials)

5 4
4 4
3 4
2 Recurring margin

(ex financials)

L )
o 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 J
79 81 83 85 87 89 91 93 95 97 99 01 03 05 15 17

*)
15 4 Total asset turnover ratio (ex financials)
1.0
0.5 A
(FY)
0.0 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 J
79 81 83 85 87 89 91 93 95 97 99 01 03 05 15 17
]
1 Financial leverage (total assets + shareholders' equity)
101 Overall
8 4
6 4
4
2 Ex financials
0 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 J
79 81 83 85 87 89 91 93 95 97 99 01 03 05 15 17
(FY)

Note: Figures for FY16 onward are estimates. As of 24 November 2016.

Source: Nomura
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Fig. 6: Revision index forthe Russell/NomuraLarge Cap Index

(%)
(yy/m) 15/3 15/6 15/9 15/12 16/3 16/6 16/9 16/12
Russell/Nomura Large Cap 204 4.2 21.8 -3.6 -24.0 -36.4 -22.1 -9.6
Russell/Nomura Large Cap (ex financials) 16.4 3.7 18.7 -4.3 -25.6 -35.6 -21.5 -11.1
Manufacturing 22.2 0.0 19.4 -19.4 -38.5 -41.4 -33.9 -18.4
Basic materials 28.3 28.3 19.6 -17.4 -27.3 -29.5 -20.5 -13.6
Processing 33.3 -12.6 1.1 -35.6 -75.9 -73.4 -59.5 -22.8
Nonmanufacturing (ex financials) 7.6 9.2 17.5 18.3 -7.3 -27.4 -4.0 -0.8
(%)
80 - Russell/Nomura Large Cap (ex financials)
60 -
40 -
20 A
0 -
-20 A
-40 -
-60 4
- (CY)

0
80 82 84 86 83 90 92 94 96 98 00 02 04 06 08 10 12 14 16

Note: (1) Calculated by Nomura based on rewvisions 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: earningsindicators

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

No. FYy11 FY12 FY13 FY14 FY15 FY16E FY16E FY17E FY17E
cgfs Old New old New
]ffr‘]’;f]ec'i'gl"‘s‘)’m”’a Large Cap (ex 208| 14 27 125 46 04 37 45 31 33
Industrial Manufacturing 174 0.2 3.0 12.3 4.3 0.2 -4.5 £5i5 3.5 3.6
groups Basic materials 44 4.8 -0.5 13.2 0.6 9.0 6.2 6.7 2.4 37
Processing 79 -2.0 4.8 13.2 5.7 3.1 -4.7 5.7 3.9 3.7
Nonmanufacturing (ex financials) 124 3.0 2.2 12.7 5.0 -1.2 -2.5 -3.1 2.5 3.0
Materials 44 4.8 -0.5 13.2 0.6 -9.0 -6.2 -6.7 2.4 3.7
Machinery, autos 46 -0.1 10.0 15.4 7.8 5.7 -4.4 5.4 4.4 4.5
Electronics 33 4.3 -1.6 10.1 2.7 -0.9 -5.2 -6.2 3.0 2.5
Broad sectofs | . \simer, distribution 93| 33 08 112 37 14 31 39 29 28
Information 22 1.5 3.4 20.1 9.6 5.7 0.4 0.3 4.7 5.4
Utilities, infrastructure 60 2.2 5.3 10.0 5.2 -1.3 -2.0 -2.8 1.2 2.1
Chemicals 36 6.5 0.8 12.5 1.1 -9.9 -5.6 -7.1 1.8 2.1
Steel, nonferrousmetals 8 0.7 -4.3 15.1 4.7 -6.8 -7.5 -6.0 3.8 8.0
Machinery 24 5.0 2.2 15.4 11.1 3.3 -1.4 -4.3 4.8 5.0
Autos 22 -1.6 12.5 15.5 6.9 6.5 -5.3 -5.8 4.3 4.4
E(';?g'rﬁz'n't“a"h'"ery' P 3| 43 16 101 27 09 52 62 30 25
Pharmaceuticals, healthcare 22 3.0 2.0 7.8 0.6 5.2 -1.8 -2.9 3.1 2.9
Food products 16 -0.9 3.3 5.4 6.7 1.6 0.1 -1.0 2.8 2.3
Household goods 13 2.9 4.4 9.9 11.5 6.0 -3.9 -4.9 4.5 4.9
Sectors Trading companies 7 6.1 -1.0 14.0 2.7 -9.7 -9.0 -9.6 2.6 2.9
Retailing 22 -2.5 3.7 10.0 5.7 7.3 1.9 1.2 4.2 3.5
Services 13 2.4 1.5 3.5 -0.4 4.1 -0.6 -1.1 1.3 1.4
Software 9 -14.9 -4.0 3.6 1.4 -0.1 2.4 3.8 10.1 14.2
Media 5 1.9 4.8 10.5 5.1 12.0 -0.1 0.0 2.0 1.6
Telecommunications 8 3.5 3.8 24.4 10.9 5.5 0.3 0.0 4.4 4.9
Construction, engineering 5 7.7 7.5 6.8 7.2 1.7 3.6 -0.6 1.5 2.9
Housing, real estate 17 2.7 6.1 14.5 7.9 4.3 4.7 5.0 2.8 3.4
Transportation 25 -0.7 3.4 7.2 3.4 0.3 -2.2 2.7 1.5 1.6
Utilities 13 3.4 5.9 11.0 4.7 -1.7 -8.6 9.3 -0.5 1.4

Note: Figures exclude listed consolidated subsidiaries. Latest estimates as of 24 November 2016, previous estimates as of 23 August 2016.
Source: Nomura
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Fig. 8: Percentage changein operating profits by sector
(% y-y, except where noted)

No.of | FY11 FY12 FY13 FY14 FY15 FY16E FY16E FY17E FY17E
cos Old New Old New
E;’;e;i';l'\'s‘)’m”’a LR (O3 208| 186 45 343 52 87 26 34 98 111
Industrial Manufacturing 174 -14.2 75 37.1 5.8 2.9 2.1 54 111 140
groups Basic materials 44 9.8 -22.6 35.6 -14.0 8.6 2.8 -1.5 7.2 17.0
Processing 79 -20.6 29.1 44.4 14.7 -2.0 -3.8 -1.7 13.8 15.8
Nonmanufacturing (ex financials) 124| -24.6 -0.4 29.6 4.2 18.6 -3.3 -0.6 8.0 7.3
Materials 44 -9.8 -22.6 35.6 -14.0 8.6 2.8 -1.5 7.2 17.0
Machinery, autos 46 -10.9 42.9 46.2 14.0 4.2 -13.5 -16.8 11.6 12.8
Electronics 33 -32.7 6.7 40.3 16.3 -16.4 23.6 18.0 18.0 21.8
Broad sectors —
Consumer, distribution 93 0.8 -6.4 14.7 9.0 9.3 0.1 1.4 6.7 6.7
Information 22 -3.7 4.3 15.2 2.1 14.8 6.4 9.1 12.3 10.9
Utilities, infrastructure 60| -57.7 10.4 69.1 22.9 323 -114 -8.9 5.0 3.9
Chemicals 36 -1.1 -21.3 16.7 -26.6 36.1 7.2 5.5 2.7 9.2
Steel, nonferrousmetals 8 -37.1 -30.2 1519 214 -37.3 -143 -28.7 28.8 61.8
Machinery 24 6.1 -7.9 30.4 22.8 -1.6 9.1 -17.6 9.4 14.6
Autos 22 -19.8 77.2 51.7 11.3 6.2 -14.9 -16.6 12.4 12.3
E;icig'rﬁert“aCh'"ery' precision 33| 327 67 403 163 -164 236 180 180 21.8
Pharmaceuticals, healthcare 22 -7.6 -6.9 20.5 -18.2 48.7 -5.9 -8.3 3.8 2.9
Food products 16 4.1 9.0 11.6 4.1 -0.3 4.0 5.8 5.4 3.4
Household goods 13 0.5 -2.3 23.3 7.8 8.5 5.2 3.5 10.4 13.6
Sectors Trading companies 7 6.3 -24.8 18.7 -23.6 -16.3 6.0 26.9 12.2 9.5
Retailing 22 7.5 -3.5 6.0 -3.6 15.1 3.1 1.2 11.7 12.6
Services 13 -15.9 15.3 14.6 5.3 5.4 5.4 -7.6 1.0 3.1
Software 9 -53.3 -32.9 13.2 33.9 1.3 16.8 23.0 23.2 28.2
Media 5 3.6 19.4 9.6 9.3 13.9 -4.6 -0.6 3.6 -0.8
Telecommunications 8 3.1 5.9 15.7 -5.3 16.5 6.5 8.8 12.1 10.3
Construction, engineering 5 18.3 -10.8 30.0 34.6 116.8 3.4 12.5 5.2 3.8
Housing, real estate 17 0.6 12.6 26.0 3.4 14.4 8.9 12.4 6.5 6.0
Transportation 25 -17.3 20.4 8.4 6.7 11.0 -7.0 -7.4 6.2 6.0
Utilities 13 SL LI SP 192.2 87.6 -38.8 -35.3 -0.1 -3.2

Note: (1) Figures exclude listed consolidated subsidiaries. Latest estimates as of 24 November 2016, previous estimates as of 23 August 2016. (2) LI = losses increasing;
LS = losses shrinking; SL = switch to losses; SP = switch to profits.

Source: Nomura
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Nomura | JPN Outlook for FY16—17 corporate earnings September 1, 2016

Fig. 9: Percentage changein recurring profits by sector
(% y-y, except where noted)

No. FY11 FY12 FY13 FY14 FY15 FY16E FY16E FY17E FY17E
c%fs Oold New Oold New
Russell/Nomura Large Cap 335 -12.1 12.8 37.4 6.9 -0.6 0.3 -0.3 8.5 9.8
Eﬁ;ﬂ:ﬁgmura LEgs CapiE 298| -195 7.7 397 70 15 09 00 103 12.0
Industrial Manufacturing 174 -17.9 10.3 433 7.2 -1.9 -1.8 5.0 13.0 15.9
groups Basic materials 44 -7.1 -19.2 335 -8.9 -7.4 5.3 1.2 10.4 20.8
Processing 79 -29.3 36.4 58.2 15.3 -4.2 -3.8 -7.5 15.2 17.1
Nonmanufacturing 161 -5.9 15.2 31.9 6.5 0.6 2.2 4.1 4.4 4.6
Nonmanufacturing (ex financials) 124 -21.7 3.5 34.0 6.6 7.1 4.8 7.1 6.7 7.0
Materials 44 -7.1 -19.2 33.5 -8.9 -7.4 5.3 1.2 10.4 20.8
Machinery, autos 46| -11.5 425 47.6 16.2 19 -12.2 -156 12.6 13.6
Electronics 33| -54.9 19.7 92.9 13.0 -19.7 22.7 17.9 21.1 25.1
Broad sectors | Consumer, distribution 93 5.9 4.1 15.7 9.0 -7.6 15.3 16.4 6.7 7.1
Information 22 0.0 7.3 16.2 8.0 4.3 5.2 5.8 8.7 9.7
Utilities, infrastructure 60| -70.2 30.2 102.6 28.3 37.3 -115 -8.4 5.7 4.7
Financials 37 33.7 34.8 29.3 6.5 -8.6 -2.5 -1.3 -0.1 -0.1
Chemicals 36 1.8 -19.2 16.3 -21.7 21.6 6.4 4.7 4.9 11.8
Steel, nonferrousmetals 8 -34.3 -18.9 1195 24.0 -54.6 0.1 -14.8 36.8 70.5
Machinery 24 7.9 5.1 31.9 23.7 -6.6 -6.8 -16.6 10.8 17.4
Autos 22 -20.8 72.8 53.0 13.9 4.7 -13.8 -15.3 13.2 125
E;i?g:ﬁiL:”aCh'”e'y' precision 33| 549 197 929 130 -197 227 179 211 251
Pharmaceuticals, healthcare 22 9.0 -4.9 14.0 -15.3 39.2 -6.5 -8.9 7.4 6.5
Food products 16 5.2 9.1 13.0 4.9 -0.5 4.1 5.1 5.4 4.0
Household goods 13 1.9 0.1 20.3 11.0 3.3 3.8 2.9 13.3 16.0
Trading companies 7 226 -15.1 259 -20.6 -62.2 187.2 213.7 3.7 4.1
ST Retailing 22 79 25 56 48 134 10 29 142 156
Services 13 -14.7 16.6 12.8 2.4 -5.6 5.4 -7.9 1.3 3.5
Software 9 -53.5 8.4 14.9 22.6 -11.4 20.9 22.4 22.9 394
Media 5 14.5 7.6 10.8 11.0 10.4 5.9 -1.7 3.5 1.1
Telecommunications 8 6.2 7.2 16.8 6.5 5.6 5.0 5.1 7.8 7.8
Construction, engineering 5 49.0 -1.0 25.3 38.4 92.4 4.6 12.2 5.1 4.5
Housing, real estate 17 -0.9 20.8 29.5 4.6 11.3 12.7 16.4 7.1 7.4
Transportation 25| -18.9 30.9 15.1 10.4 13.3 -8.7 -8.4 6.9 6.4
Utilities 13 SL LI SP 1,682.0 146.7 -42.7 -37.1 1.0 -3.5
Financials 37 33.7 34.8 29.3 6.5 -8.6 -2.5 -1.3 -0.1 -0.1

Note: (1) Figures exclude listed consolidated subsidiaries. Latest estimates as 24 November 2016, previous estimates as of 23 August 2016. (2) LI = losses increasing;
LS = losses shrinking; SL = switch to losses; SP = switch to profits.

Source: Nomura
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Nomura | JPN Outlook for FY16—17 corporate earnings September 1, 2016

Fig. 10: Percentage changein net profits by sector
(% y-y, except where noted)

No. of | FY11 FY12 FY13 FY14 FY15 FY16E FY16E FY17E FY17E
cos Old New old New
Russell/Nomura Large Cap 335| -25.3 36.3 62.7 7.4 -3.9 9.6 9.4 7.7 8.5
E;’;e;i';l'\'s‘)’m”’a Large Cap (ex 298| 352 267 798 80 47 121 108 10.0 11.7
Industrial Manufacturing 174 -429 30.8 809 10.2 -4.8 3.3 0.1 157 17.9
groups Basic materials 44 -346 -30.8 859 -11.0 -27.1 45.7 37.8 17.8 27.1
Processing 79 -57.2 77.5 116.1 15.7 -3.0 -3.3 -7.0 18.1 20.1
Nonmanufacturing 161 -2.6 41.0 48.2 4.6 -3.0 15.7 18.4 0.8 0.8
Nonmanufacturing (ex financials) 124 -19.2 20.4 78.1 4.2 -4.6 26.4 28.3 2.4 3.8
Materials 44| -34.6 -30.8 85.9 -11.0 -27.1 45.7 37.8 17.8 27.1
Machinery, autos 46 -16.9 58.6 56.2 14.8 1.5 -13.0 -15.9 15.4 16.0
Electronics 33 SL LS SP 184 -17.1 321 25.0 24.4 30.1
Broad sectors | Consumer, distribution 93 5.9 9.3 14.3 -6.2 -20.2 29.7 31.3 8.8 9.7
Information 22 -2.0 9.9 16.5 14.8 7.2 29.3 29.8 -7.9 -4.8
Utilities, infrastructure 60 SL LS SP 19.2 16.9 55 8.4 4.1 2.6
Financials 37 24.7 66.7 18.9 5.2 -0.9 -0.1 3.8 2.1 4.7
Chemicals 36 -21.7 -30.5 34.1 -24.6 -1.1 65.1 60.5 10.6 14.6
Steel, nonferrousmetals 8| -78.5 -33.1 590.0 13.1 -56.7 5.7 221 51.2 95.5
Machinery 24 4.9 -0.0 38.9 17.9 -2.8 -6.7 -14.2 11.9 16.3
Autos 22 -26.5 94.6 61.7 14.0 2.8 -14.7 -16.3 16.4 15.9
E(';?g'rﬁz'n't“ad”"ery' precision 33 SL LS SP 184 171 321 250 244 301
Pharmaceuticals, healthcare 221 -29.4 45.6 2.7 7.8 14.6 -3.5 -2.8 7.1 4.7
Food products 16 18.7 20.0 21.7 4.9 0.0 7.0 10.4 4.4 1.7
Household goods 13 -20.8 32.9 32.9 32.5 -5.9 17.1 16.1 7.4 9.8
Trading companies 7 25.8 -11.9 226 -23.5 -88.0 825.0 933.2 6.4 5.4
Sectors Retailing 22| 249 20 49 78 57 1.9 -16.4 254 439
Services 13 -38.2 103.2 13.9 -19.6 4.9 -5.8 -8.1 5.8 8.0
Software 9 -61.2 51.8 -14.3 35.8 -6.9 27.8 65.6 25.6 11.4
Media 5 57.8 -1.7 -1.5 16.5 22.2 -8.5 -4.3 3.6 1.1
Telecommunications 8 3.2 9.2 22.0 12.7 7.5 33.8 30.2 -11.9 -7.0
Construction, engineering 5[ -81.6 440.1 38.5 30.2 117.6 11.9 22.6 5.0 3.3
Housing, real estate 17 -16.3 54.1 41.2 18.4 0.6 22.8 26.4 7.1 8.0
Transportation 25 -37.9 59.5 44 .4 1.8 -4.9 19.2 21.2 5.4 4.0
Utilities 13 LI LS SP 79.6 63.7 -29.2 -28.1 -3.6 9.2
Financials 37 24.7 66.7 18.9 5.2 -0.9 -0.1 3.8 2.1 4.7

Note: (1) Figures exclude listed consolidated subsidiaries. Latest estimates as 24 November 2016, previous estimates as of 23 August 2016. (2) LI = losses increasing;
LS = losses shrinking; SL = switch to losses; SP = switch to profits.

Source: Nomura
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Nomura | JPN Outlook for FY16—17 corporate earnings September 1, 2016

Fig. 11: Recurringprofits by sector
(¥bn, except where noted)

No.of| FY11 FY12 FY13 FY14 FY15 FY16E FY16E FY17E FY17E
cos Old New Old New

Russell/Nomura Large Cap 335| 23,168 26,521 36,708 38,488 39,670 40,010 40,675 44,378 44,645
Eg;egi'gl'\'s‘)’m“ra"a’gecap(ex 298| 18,302 20,556 28,994 30,350 32,151 33,552 33,232 37,016 37,211

Industrial Manufacturing 174[11,132 12,917 18,323 19,085 19,524 19,271 18,637 21,775 21,597
groups Basic materials 44( 3,588 3,101 3,931 3,325 3,177 3,353 3,222 3,702 3,894
Processing 79| 5,052 7,167 11,295 12,834 12,880 12,409 11,932 14,299 13,975
Nonmanufacturing 161 12,037 13,604 18,385 19,403 20,146 21,648 22,038 22,603 23,047
Nonmanufacturing (ex financials) 124 7,170 7,639 10,671 11,265 12,627 14,281 14,595 15,241 15,613

Materials 44| 3,588 3,101 3,931 3,325 3,177 3,353 3,222 3,702 3,894

Machinery, autos 46| 3,731 5480 8,052 9,213 9,835 8,588 8,262 9,670 9,385

Electronics 33| 1,321 1,687 3,243 3,621 3,045 3,822 3,670 4,629 4,591

Broad sectors | Consumer, distribution 93 5,869 5,829 6,841 6,151 6,048 8,340 8,421 8,899 9,022
Information 22| 2,783 3,039 3,645 3,841 4,087 4,200 4,220 4,566 4,629

Utilities, infrastructure 60| 1,010 1,419 3,281 4,198 5959 5250 5436 5550 5,691

Financials 37| 4,867 5965 7,714 8,138 7,519 7,367 7,443 7,362 7,434

Chemicals 36| 2,050 2,606 2,851 2,050 2,583 2,771 2,727 2,006 3,050

Steel, nonferrousmetals 8 629 495 1,080 1,266 594 582 495 796 844

Machinery 24| 1,472 1,416 1,855 2,306 2,264 2,059 1,842 2282 2,163

Autos 22| 2,260 4,064 6,197 6,908 7,571 6,529 6,419 7,388 7,221
S;?J‘;g'rg‘;'n’t““h'”e'y' precision 33| 1,321 1,687 3,243 3,621 3,045 3,822 3,670 4,629 4,591
Pharmaceuticals, healthcare 22( 1,215 1,170 1,314 1,113 1,578 1,453 1,417 1,560 1,509

Food products 16| 938 1,107 1,306 1,341 1,383 1,459 1,474 1,538 1,533

Household goods 13| 338 371 477 471 507 596 591 676 686

Trading companies 7| 1,993 1,706 2,026 1,740 657 1,888 2,062 1,958 2,146

Sl Retailing 22| 1,071 1,110 1,277 1,087 1,386 1,441 1,413 1,645 1,633
Senvices 13| 313 364 441 399 538 1,503 1,464 1523 1,515

Software o| 148 173245 324 352 340 345 418 481

Media 5| 239 227 251 271 322 303 316 313 313
Telecommunications 8| 2,396 2,639 3,150 3,246 3,414 3,556 3,559 3,835 3,836

Construction, engineering 5 123 122 181 212 462 495 531 520 555

Housing, real etate 17| 737 956 1,264 1,363 1,604 1,699 1,754 1,819 1,884

Transportation 25| 1,049 1,406 1,799 1,963 2,267 2,123 2,129 2,269 2,265

Utilities 13| -898 -1,065 37 660 1,627 933 1,023 942 987

Financials 3774867775965 7,714 8,138 7510 7,367 7,443 7,362 7,434

Note: Figures exclude listed consolidated subsidiaries. Latest estimates as 24 November 2016, previous estimates as of 23 August 2016.
Source: Nomura
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September 1, 2016

Fig. 12: Percentage changein quarterly sales and profits (FY15 Q3—-FY16 Q2)

% y-y
Sales Operating profits Recurring profits Net profits
Q3 Q4 Q1 Q2 Q3 Q4 QI Q2 ]|]Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
gz?e”’”om”’a"arge - - o g - oo |43 236189 -56|-12.7 -40.0 205 1.4
Russell/Nomura Large
Cap 27 53 -6.6 -7.8] 50 -163 88 99| -1.5 -26.5 -16.7 -9.0|-14.2 -51.0 -19.8 -2.9
Industri (ex financials)
al Manufacturing 22 53 79 89| 0.3 -12.3 -10.6 -17.7| 9.5 -18.4 -21.5 -16.3| -28.2 -11.8 -22.5 -15.5
groups | Basic materials 125 -12.2 -14.4 123 57.3 11.1 281 2.0 2.1 302 43.4 0.1|-607 SL 475 12.2
Processing 15 42 71 91| 7.3 -26.0 -13.4 22.7|-12.3 29.0 23.3 21.1|-23.5 -10.9 24.8 -19.7
Nonmanufacturing - - - - - - 1.8 -28.6 -16.7 4.2| 7.9 -69.7 -18.8 17.7
Nonmanufacturing 36 52 49 -6.3|149 228 -6.6 02|155 39.6 -103 05|22.6 SL -16.1 15.0
(ex financials)
Basic materials 125 122 144 123|573 11.1 281 2.0 2.1 302 434 0.1]|607 SL 475 12.2
Machinery, autos 36 -1.4 -6.0 -8.4| -1.1 -11.7 -12.0 29.0| -4.8 -11.5 20.5 24.7| 1.1 21.6 -26.0 -26.4
Electronics 17 -84 -89 -10.1]-19.3 58.4 -17.7 -7.6|-27.8 -82.1 -31.3 -12.6|-76.6 55.0 -20.9 -1.8
Broad | Consumption, 43 52 51 74| 41 271 -10 65| 2.9 633 57 -2.8(-196 SL -81 -3.9
sectors | distribution
Information 18 53 21 -18| 22 173 173 6.3| 28 187 46 11| 04 395 17.0 65.8
Utilities, infrastructure | 2.9 6.1 5.6 -4.7| 422 2.0 -142 -29|485 2.7 139 -2.9|97.7 959 26,9 -12.3
Financials - - - - - - - -|-15.1 -11.0 275 12.9| 7.2 156 -23.4 23.4
Chemicals 13.6 -12.4 -14.5 -12.9 2349; 22.3 193 83 1303' 20 327 9.2|-335 LS 31.3 36.7
itggl'smnferm“s 9.4 -11.6 -14.2 -10.5| -46.7 59.1 -65.8 -34.1|-81.8 -75.2 -84.2 28.9|-985 SL -95.9 -30.1
Machinery 31 45 -6.3 -6.6| 3.6 -5.6 -19.6 35.0(-11.6 9.3 -39.7 -30.0/-13.5 0.0 -34.6 -38.9
Automobiles 37 04 -59 -89| -04 -142 9.8 27.3| 2.7 -12.4 -15.1 23.4| 5.6 -28.0 -23.7 -23.3
Electrical machinery, | , 7 g, g9 .10.1|-10.3 58.4 -17.7 -7.6|-27.8 -82.1 -31.3 -12.6| -76.6 55.0 -20.9 -1.8
precision equipment
PGS, 24 47 04 -43| 45 SP 420 293| 01 SP 312 286| 5.2 343 384 -19.3
healthcare
Food products 66 11 -2.8 -1.7|-185 248 22 07|-175 116 06 -2.4|-57.8 7.1 -83 -256
Household goods 100 -1.8 2.7 38| 48 169 45 105| 1.6 121 -59 18.0|27.8 453 19.3 29.1
Sectors| Trading companies 12.8 -14.9 -14.3 -15.2|-139 SL -23.4 10.4| 86 SL -23.3 26.3|-26.7 SL -285 226
Retailing 69 33 14 -06| 59 -36 58 10.0| 0.7 -103 04 6.3|-18.0 21.4 7.8 -22.4
Senvices 44 51 03 -7.0| -1.5 133 259 -18.9| -1.5 20.3 -26.3 -18.4| 9.5 57.0 -31.0 17.0
Software 64 04 14 -44|-11.0 07 21.0 -19.4|-29.6 -7.7 -64.5 -0.1|-24.8 49.0 -48.3 1549'
Media 06 7.0 52 1.3|-141 51.0 442 -48|-153 511 465 -2.3| 4.0 90.9 635 -1.6
Telecommunications 32 55 18 -19| 6.8 16.4 158 9.0 55 185 7.1 14| 7.0 33.1 19.2 63.3
Szl 04 -46 2.0 -39|646 4 446 478|464 130 237 539|509 287 259 678
engineering 3 9 2
Housing, real estate 42 -11 41 17193 9.1 111 7.6|16.4 -189 253 7.3(12.0 -30.7 253 6.7
Transportation 14 37 -48 62| 29 34 116 -10.8| 25 29 -145 -115| 1.1 SL -19.0 -49.4
Utilities 105 -12.4 -13.8 -83| SP -19.1 315 -10.6| SP -14.7 31.9 -11.2| SP SL 53.4 7.9
Financials - - - - - ; ; -|-15.1 -11.0 275 12.9| 7.2 156 -23.4 23.4

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 = Now-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 2016. (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 P/CF P/B Dividend yield ROE
FY16
E FY17EFY18HFY16EFY17EFY18H FY15 FY16HFY16EFY17EFY18H FY15 FY16EFY17EFY18E
X X X X X X X X % % % % % % %
ggzse"/Nom“ra'-arge 16.0 14.7 13.7 - - .| 137 130|206 221 235 7.7 83 86 87
Russell/Nomura Large
Cap 15.6 14.6 13.6 - - -| 1.44 1.30| 2.07 223 237 88 85 86 8.7
(ex loss-making cos)
Russell/Nomura Large
Industri | Cap 174 156 144| 85 80 7.6| 156 1.46| 1.99 215 229/ 79 85 9.1 93
al (ex financials)
groups [‘mManufacturing 19.0 16.1 14.7| 9.7 8.8 83| 1.58 1.55| 2.08 2.25 242 81 83 93 9.6
Basic materials 186 146 135| 7.0 6.2 59| 1.07 1.05| 1.84 207 2.16| 3.8 57 7.0 7.2
Processing 17.4 145 13.1| 9.1 81 75| 1.53 1.49]| 2.20 2.38 260| 9.3 8.7 100 104
Nonmanufacturing 135 13.4 12.7 R - - 1.19 1.10| 204 217 226| 73 83 80 7.9
][\i'r‘]’grr]'liagg)facm”"g(ex 155 149 13.9| 7.2 7.0 67| 153 1.34| 186 200 2.10| 76 88 88 89
Basic materials 18.6 14.6 13.5 7.0 6.2 59| 1.07 1.05| 1.84 2.07 2.16| 3.8 5.7 70 7.2
Machinery, autos 15.1 130 119| 85 7.7 7.1| 1.42 1.37| 250 267 2092| 11.0 9.3 102 105
Electronics 229 176 156| 103 89 83| 1.75 1.73[ 1.70 191 2.08| 58 7.7 95 10.0
Zg;?s Consumption, distribution]| 21.5 196 18.4| 126 11.8 11.3| 1.91 1.61| 2.05 2.14 224 62 7.6 8.0 8.2
Information 13.7 14.4 13.0| 6.0 6.1 57| 1.86 1.77| 1.77 202 2.17| 108 13.1 118 122
Utilities, infrastructure || 14.3 14.0 13.2| 6.2 6.1 59| 1.36 1.28| 1.63 1.74 1.80| 89 92 89 8.8
Financials 99 104 103 - - - 074 0.72| 253 263 2.72| 70 74 67 65
Chemicals 16.9 148 13.6| 7.2 6.7 6.4 1.18 1.15| 2.07 2.12 220 40 69 7.6 7.8
Steel, nonferrousmetals|| 27.5 14.1 13.2 6.2 49 47| 0.82 0.83|1.08 190 2.00] 34 3.0 58 5.9
Machinery 217 187 173| 11.9 10.7 10.1| 1.72 1.69| 1.71 1.84 195 90 79 88 8.9
Automobiles 13.2 114 104| 7.6 6.8 63| 1.31 1.27| 2.87 3.05 3.37| 11.7 9.7 10.7 11.1
Er'ggit;gﬁ'gi‘fgg‘gn’y{ 22.9 17.6 15.6| 103 89 83| 175 1.73] 1.70 191 2.08| 58 7.7 95 10.0
EQZ{S}‘?;;”““'S 27.7 26.4 254|169 16.9 16.6| 2.23 2.23| 2.00 2.07 2.11| 84 82 83 8.3
Food products 216 212 19.7| 13.4 13.3 12.6| 252 2.37| 2.10 2.28 2.46| 10.3 11.3 109 11.2
Household goods 247 225 209| 159 148 14.0| 2.79 2.73| 1.38 1.49 154| 98 113 11.7 11.6
Sectors| Trading companies 95 90 86| 58 56 54| 088 0090 3.27 3.43 358 08 94 97 95
Retailing 342 238 210| 150 123 11.2| 2.17 2.18| 1.49 152 166| 7.7 64 89 96
Services 246 228 21.90| 140 13.2 12.8| 2.28 0.03| 2.14 2.20 2.24| 6.1 3.8 41 41
Software 27.3 245 213| 19.9 183 16.4| 3.02 2.53| 1.47 1.98 2.28| 7.8 9.6 10.0 108
Media 17.2 17.4 16.9] 121 121 11.8| 1.22 1.16] 1.60 1.60 1.60| 7.4 6.9 6.5 6.4
Telecommunications 11.8 12.7 11.4| 48 49 46| 1.77 1.74] 1.87 2.08 2.21| 11.9 14.8 13.1 13.4
Construction 100 9.7 93| 87 84 81| 1.65 1.38| 2.01 219 2.28| 13.4 145 135 12.7
Housing, real estate 16.1 149 143]| 113 106 10.2| 1.67 159| 1.79 1.94 2.04| 8.4 10.1 10.3 10.0
Transportation 15.3 147 142| 6.7 66 6.4| 150 141| 135 142 144 80 95 9.2 89
Utilities 115 12.7 11.3| 26 2.7 26| 077 0.73| 1.85 199 205 95 65 57 6.1
Financials 99 104 103 - - - 074 0.72| 253 263 2.72| 70 74 6.7 65
Russell/Nomura Small Cap 16.7 150 145 R - - 121 1.15| 1.82 1.85 1.90| 65 7.0 7.4 7.3
Russell/Nomura Small Cap (ex
financials) 17.4 154 148| 9.1 85 82| 132 1.26/ 179 1.82 186 65 74 80 7.8

Note: Estimates and share prices as of 24 November 2016 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 Frank Russell Company 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 Bvaluating the performance of various investment styles

e Managing risk

Russell/Nomura Japan Equity Indexes have the follow ing characteristics:

e They are share price indexes that are w eighted 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 forinvestment

e There are style indexes forlarge and small companies and for value and grow th 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 review ed once a year.

Complete details of rules forthe 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 Russel/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 w iththe use of the Index.
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that are labelledas'Not rated' orshown as'No rating' are notin regular research coverage. Investorsshould not expect continuing or
additional information from Nomura relating to such securitiesand/or companies. Benchmarksare as follows: United States/Europe/Asia ex-
Japan: please see valuation methodologiesfor explanationsof relevantbenchmarksfor stocks, which can be accessed at:
http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx; Global Emerging Markets (ex-Asia): MSCI
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SECTORS

A'Bullish' stance, indicatesthat the analyst expectsthe sectorto outperform the Benchmarkduring the next 12months. A ‘Neutral' stance,
indicatesthat the analyst expectsthe sectorto perform in line with the Benchmarkduringthe next 12 months. A '‘Bearish' stance, indicatesthat
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of the foregoing, in no event shallMSCI, any of itsaffiliatesor any third party involvedin, orrelated to, computing or compiling the information
have any liability forany damagesof any kind. MSCI and the MSCl indexesare servicesmarks of MSCI and itsaffiliates.

The intellectual property right and any otherrights, in Russell/Nomura Japan Equity Index belong to Nomura SecuritiesCo., Ltd. ("Nomura") and
Frank Russell Company ("Russell"). Nomura and Russell do not guarantee accuracy, completeness, reliability, usefulness, marketability,
merchantability or fitnessof the Index, and do notaccount for businessactivitiesor services that any index user and/oritsaffiliatesundertakes
with the use of the Index.

Investors should considerthisdocumentasonly a single factorinmaking theirinvestment decisionand, assuch, the report should not be
viewed asidentifyingorsuggesting all risks, direct orindirect, that may be associated with any investment decision. Nomura Group producesa
number of different typesof research product including, among others, fundamental analysisand quantitative analysis; recommendations
containedin onetype of research product may differ from recommendationscontained in othertypesof research product, whetherasa result of
differing time horizons, methodologiesor otherwise. The Nomura Group publishesresearch productin a number of different waysincluding the
posting of product on the Nomura Group portalsand/or distribution directly to clients. Different groups of clientsmay receive differentproducts
and services from the research department depending on theirindividual requirements.

Figurespresented herein may referto past performance or smulationsbased on past performance which are not reliable indicators of future
performance. Where the information containsan indication of future performance, such forecastsmay not be a reliable indicator of future
performance. Moreover, simulationsare based on modelsand simplifying assumptionswhich may oversimplify and not reflect the future
distribution of returns.

Certain securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of, or income derived from,
the investment.

With respectto Fixed Income Research: Recommendationsfallintotwo categories: tactical, which typically last up to three months; or
strategic, which typically last from 6-12 months. However, trade recommendationsmay be reviewed at any time ascircumstanceschange. ‘Stop
loss' levelsfortradesare also provided; which, if hit, closesthe trade recommendation automatically. Pricesand yieldsshown in
recommendationsare taken at the time of submission for publicationand are based on eitherindicative Bloomberg, Reutersor Nomura prices
and yieldsatthattime. The pricesand yieldsshown are not necessarily those at which the trade recommendation can be implemented.

The securitiesdescribed herein may nothave been registered under the US SecuritiesAct of 1933 (the ‘1933 Act’), and, insuch case, may not
be offered orsold in the US orto US persons unless they have been registered underthe 1933 Act, orexceptincompliance withan exemption
from the registration requirementsof the 1933 Act. Unlessgoverning law permitsotherwise, any transaction should be executed viaa Nomura
entity in yourhomejurisdiction.
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Thisdocument hasnot been approved for distribution to personsotherthan ‘Authorised Persons, ‘Exempt Persons' or ‘Institutions’ (as defined
by the Capital Markets Authority) in the Kingdom of Saudi Arabia (‘Saudi Arabia’) or 'professional clients (as defined by the Dubai Financial
ServicesAuthority) in the United Arab Emirates (UAE’) or a ‘Market Counterparty’ or ‘Business Customers’ (as defined by the Qatar Financial
Centre Regulatory Authority) in the State of Qatar (‘Qatar’) by Nomura Saudi Arabia, NIplc orany other member of the Nomura Group, asthe
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distributed by electronic transmission, such ase-mail, then such transmission cannot be guaranteed to be secure or error-free as information
could be intercepted, corrupted, lost, destroyed, arrive late orincomplete, or containviruses. The sendertherefore doesnot accept liahility for
any errors oromissionsin the contentsof thisdocument, which may arise asa result of electronic transmission. If verificationisrequired, please
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Disclaimersrequired in Japan

Creditratingsin the text that are marked with an asterisk (*) are issued by a rating agency not registered under Japan'sFinancial Instruments
and Exchange Act (“Unregistered Ratings’). For detailson Unregistered Ratings, please contact the Research Product Management Dept. of
Nomura SecuritiesCo., Ltd.

Investors in the financial productsoffered by Nomura Securitiesmay incur feesand commissionsspecific to those products(forexample,
transactionsinvolving Japanese equitiesare subject to a salescommission of up to 1.404% on a tax-inclusive basisof the transactionamount
or acommission of ¥2,808for transactionsof ¥200,000 or less, while transactionsinvolving investment trustsare subject to variousfees, such
as commissionsat the time of purchase and asset management fees(trust fees), specific to each investment trust). In addition, all products
carry the risk of losses owing to price fluctuationsor other factors. Fees and risks vary by product. Please thoroughly read the written materials
provided, such asdocumentsdelivered before making a contract, listed securitiesdocuments, or prospectuses.

Transactionsinvolving Japanese equities(including Japanese REITs, Japanese ETFs, and Japanese ETNs) are subject to a sales commission
of up to 1.404% of the transaction amount (ora commission of ¥2,808 for transactionsof ¥200,000 or less). When Japanese equitiesare
purchased via OT C transactions(including offerings), only the purchase price shall be paid, withno salescommission charged. However,
Nomura Securitiesmay charge a separate fee for OT C transactions, asagreed with the customer. Japanese equitiescarry the risk of losses
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owing to price fluctuations. Japanese REITscarry the risk of losses owing to fluctuationsin price and/oreamingsof underlying real estate.
Japanese ETFscarry the risk of losses owing to fluctuationsin the underlying indexesor other benchmarks.

Transactionsinvolving foreign equitiesare subject to a domestic salescommission of up to 1.026% of the transactionamount (whichequalsthe
local transactionamountpluslocal feesand taxesin the case of a purchase orthe local transaction amount minuslocal feesand taxesin the
case of a sale) (for transaction amountsof ¥750,000 and below, maximum domestic salescommission is¥7,668). Local feesand taxesin
foreign financial instrumentsmarketsvary by country/territory. When foreign equitiesare purchased via OT C transactions (including offerings),
only the purchase price shall be paid, with no salescommission charged. However, Nomura Securitiesmay charge a separate fee forOTC
transactions, as agreed with the customer. Foreign equitiescarry the risk of losses owing to factorssuch as price fluctuationsand foreign
exchange rate fluctuations.

Margin transactionsare subject to a salescommission of up to 1.404% of the transactionamount (ora commission of ¥2,808 for transactions of
¥200,000 orless), as well as management feesand rightshandling fees. In addition, long margin transactionsare subject to interest on the
purchase amount, while short margin transactionsare subject to feesforthe lending of the sharesborrowed. A margin equal to at least 30% of
the transaction amount and at least ¥300,000 isrequired. With margin transactions, an amount upto roughly 3.3x the margin may betraded.
Margin transactionstherefore carry the risk of losses in excess of the margin owing to share price fluctuations. For details, please thoroughly
read the written materialsprovided, such aslisted securitiesdocumentsordocumentsdelivered before making a contract.
Transactionsinvolving convertible bondsare subject to a salescommission of up to 1.08% of the transaction amount (ora commission of
¥4,320 if thiswould be lessthan ¥4,320). When convertible bondsare purchased via OT C transactions (including offerings), only the purchase
price shall be paid,with no salescommission charged. However, Nomura Securiiesmay charge a separate fee for OTC transactions, as
agreed with the customer. Convertible bondscarry the risk of losses owing to factorssuch as interest rate fluctuationsand price fluctuationsin
the underlying stock. In addition, convertible bondsdenominatedin foreign currenciesalso carry the risk of losses owing to factorssuch as
foreign exchange rate fluctuations.

When bondsare purchased via public offerings, secondary distributions, or other OT C transactionswith Nomura Securities, only the purchase
price shall be paid,with no salescommission charged. Bondscarry the risk of losses, as pricesfluctuate inline withchangesin market interest
rates. Bond pricesmay also fall below the invested principal asa result of such factors as changesin the management andfinancial
circumstancesof the issuer, orchangesin third-party valuationsof the bond in question. In addition, foreign currency-denominated bondsalso
carry the risk of losses owing to factorssuch as foreign exchange rate fluctuations.

When Japanese government bonds (JGBs) forindividual investorsare purchased via public offerings, only the purchase price shall be paid, with
no sales commission charged. Asa rule, JGBsforindividual investorsmay not be sold in the first 12 monthsafterissuance. When JGBsfor
individual investorsare sold before maturity, an amount calculated viathe following formula will be subtracted from the parvalue of the bond
plusaccrued interest: (1) for 10-year variable rate bonds, an amount equal to the two preceding coupon payments (before tax) x 0.79685will be
used, (2) for 5-year and 3-year fixed rate bonds, an amountequal to the two preceding coupon payments (before tax) x 0.79685 will be used.
When inflation-indexed JGBsare purchased via public offerings, secondary distributions (uridashi deals), or other OT C transactionswith
Nomura Securities, only the purchase price shall be paid, withno salescommission charged. Inflation-indexed JGBscarry the risk of losses, as
pricesfluctuate in linewith changesin market interest ratesand fluctuationsin the nationwide consumer price index.The notional principal of
inflation-indexed JGBschangesin line withthe rate of change innationwide CPI inflation from the time of itsissuance. The amount of the
coupon paymentiscalculated by multiplyingthe couponrate by the notional principal at the time of payment. The maturity value isthe amount
of the notional principalwhen theissue becomesdue. ForJI17 and subsequentissues, the maturity value shall not undercut the face amount.
Purchases of investment trusts (and salesof some investment trusts) are subject to a purchase orsales fee of up to 5.4% of the transaction
amount. Also, a direct cost that may be incurred when selling investment trustsis a fee of up to 2.0% of the unit price at the time of redemption.
Indirect costs that may be incurred during the course of holding investment trustsinclude, fordomestic investment trusts, an asset management
fee (trust fee) of up to 5.4% (annualized basis) of the net assetsin trust, as well asfees based on investment performance. Otherindirect costs
may also be incurred. For foreign investment trusts, indirect feesmay be incurred during the course of holding such asinvestment company
compensation.

Investment trusts invest mainly in securitiessuch as Japanese and foreignequitiesand bonds, whose pricesfluctuate. Investment trust unit
pricesfluctuate owingto price fluctuationsin the underlying assets and to foreign exchange rate fluctuations. Assuch, investment trustscarry
therisk of losses. Feesandrisks vary by investmenttrust. Maximum applicable feesare subject to change; please thoroughly read the written
materialsprovided, such as prospectuses ordocumentsdelivered before making a contract.

In interest rate swap transactionsand USD/JPY basisswap transactions (“‘interest rate swap transactions, etc.”), only the agreed transaction
paymentsshall be made on the settlement dates. Some interest rate swap transactions, etc. may require pledging of margin collateral. In some
of these cases, transaction paymentsmay exceed theamount of collateral. There shall be no advance notification of required collateral value or
collateralratiosasthey vary dependingon the transaction. Interest rate swap transactions, etc. carry the risk of losses owing to fluctuationsin
market prices in the interest rate, currency and other markets, as well asreference indices. Losses incurred assuch may exceed the value of
margin collateral, in which case margin callsmay be triggered. In the event that both partiesagree to enter a replacement(ortermination)
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