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Summary and major assumptions

Overview of FY16 corporate earnings outlook

In this report, we collate and analyze earnings forecast data issued by our analysts. For FY16, our analysts forecast a sales
decline of 3.7% y-y and recurring profit growth of 1.6% for companies in the Russell/Nomura Large Cap Index (ex financials).
These forecasts represent upward revisions versus our previous forecasts issued in December 2016 (based on data collated on
24 November 2016) of 0.8ppt for sales and 1.6ppt for recurring profits. Combined upward revisions to our FY16 recurring profit
forecasts came to ¥516.4bn.

Our forex assumptions for FY16 are USD/JPY of 108.4 (previously 104.1) and EUR/JPY of 118.5 (previously 116.0). Our WTI
assumption is $47.5/bbl ($47.6/bbl). Our assumption is that the yen will be just under ¥12 stronger versus the US dollar in FY16
than in FY15.

In FY16 Q3, recurring profits at companies in the Russell/Nomura Large Cap Index (ex financials) rose 6.9% y-y on a 2.6%
decrease in sales. This follows a 9.0% decline in recurring profits on a 7.8% decline in sales in Q2. While the decline in sales
was roughly two-thirds smaller, the trend of sales decline persists. At the same time, recurring profit growth improved by 15.9ppt,
returning to positive growth for the first time in five quarters. In Q2, recurring profits increased in only eight of the 19 sectors in
the Russell/Nomura Large Cap Index, but profits increased in 13 sectors in Q3. Profit improvement through Q2 was mainly
centered in commodity sectors such as chemicals, steel & nonferrous metals, and trading companies, while in Q3, earnings
began to improve in other sectors as well even as improvement continued in commodity sectors.

Overview of the FY17 corporate earnings outlook

For FY17, our analysts look for sales growth of 5.4% y-y and recurring profit growth of 14.6% for companies in the
Russell/Nomura Large Cap Index (ex financials). The current figures represent upward revisions of 2.1ppt for sales growth and
2.8ppt for recurring profit growth versus our previous forecasts. Combined upward revisions to our FY17 recurring profit
forecasts came to ¥1,551.4bn. As discussed below, these upward revisions are larger than those to our FY16 forecasts as we
expect a full-year contribution from the weaker yen.

Our forex assumptions for FY17 are USD/JPY of 114.0 (previously 103.0) and EUR/JPY of 120.0 (previously 114.0). Our WTI
assumption is $50.0/bbl ($50.0/bbl). Our assumption is that the yen will be just under ¥11 weaker versus the US dollar in FY17
than in FY16.

The average ROE for Russell/Nomura Large Cap Index stocks was 7.7% in FY15, and we now forecast 8.3% in FY16 and 8.9%
in FY17. Our FY16 ROE forecast is unchanged, but we revise up our FY17 ROE forecast by 0.3ppt.
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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 FY15 FY16E FY17E FY16E FY17E
Russell/Nomura Large Cap (ex financials) 298 12.5 4.6 -0.4 -3.7 5.4 -4.5 3.3
Manufacturing 174 12.3 4.3 0.2 -4.5 6.6 -5.5 3.6
Sales Basic mgterials 44 13.2 0.6 -9.0 -6.3 11.4 -6.7 3.4
Processing 79 13.2 5.7 3.1 -4.4 5.4 -5.7 3.8
Nonmanufacturing (ex financials) 124 12.7 5.0 -1.2 -2.6 3.7 -3.1 3.0
Russell/Nomura Small Cap (ex financials) 943 9.3 3.6 1.8 -0.6 4.1 0.2 3.5
Russell/Nomura Large Cap (ex financials) 298 34.3 5.2 8.7 -2.8 14.7 -3.4 10.9
Manufacturing 174 37.1 5.8 2.9 -5.0 20.0 -5.4 13.8
Operating profits Basic m..:-lterials 44 35.6 -14.0 8.6 8.8 18.7 -1.5 16.2
Processing 79 44.4 14.7 -2.0 -10.4 25.5 -7.7 16.0
Nonmanufacturing (ex financials) 124 29.6 4.2 18.6 0.1 7.8 -0.6 7.3
Russell/Nomura Small Cap (ex financials) 943 28.4 4.3 10.5 4.4 10.8 4.0 10.0
Russell/Nomura Large Cap 335 374 6.9 -0.6 0.8 12.7 -0.3 9.7
Russell/Nomura Large Cap (ex financials) 298 39.7 7.0 15 1.6 14.6 0.0 11.8
Manufacturing 174 43.3 7.2 -1.9 -3.5 21.0 -5.0 15.7
Basic materials 44 335 -8.9 -7.4 10.7 24.2 1.2 20.0
Recurring profits Processing 79 58.2 15.3 -4.2 -8.5 25.0 -7.5 17.2
Nonmanufacturing 161 319 6.5 0.6 4.8 5.6 4.1 4.6
Nonmanufacturing (ex financials) 124 34.0 6.6 7.1 9.0 6.6 7.1 6.9
Russell/Nomura Small Cap 1,029 29.7 3.1 3.7 1.8 11.9 1.3 10.5
Russell/Nomura Small Cap (ex financials) 943 27.3 5.0 4.1 4.1 13.4 3.6 12.7
Russell/Nomura Large Cap 335 62.7 7.4 -3.9 9.8 11.6 9.4 8.2
Russell/Nomura Large Cap (ex financials) 298 79.8 8.0 -4.7 111 15.2 10.8 11.2
Manufacturing 174 80.9 10.2 -4.8 0.7 22.1 0.1 17.0
Basic materials 44 859 -11.0 -27.1 53.3 25.0 37.8 21.0
Net profits Processing 79 | 116.1 15.7 -3.0 -9.2 28.5 -7.0 20.1
Nonmanufacturing 161 48.2 4.6 -3.0 18.5 2.8 18.4 0.8
Nonmanufacturing (ex financials) 124 78.1 4.2 -4.6 28.0 6.2 28.3 3.8
Russell/Nomura Small Cap 1,029 74.2 2.2 1.9 11.7 18.9 14.4 12.5
Russell/Nomura Small Cap (ex financials) 943 80.6 3.9 0.0 15.1 21.8 18.3 15.5
Note: Latest estimates as of 20 February 2017. Previous estimates as of 24 November 2016.
Source: Nomura
Fig. 2: Major assumptions
As of 17 January 2017 As of 12 October 2016
Industrial Overnig_ht call rate Exchange rate Industr!al Overnig_ht call rate Exchange rate
production | Policy rate WTI (avg) production I Policy rate WTI (avg)
2010 base year (FY-end) 2010 base year (FY-end)
% y-y % $/bbl [ USD/IPY EURMPY % y-y % $/bbl | USDIJPY EURMPY
FY15 -1.0 -0.10 450 120.0 132.5 -1.0 -0.10 45.0 120.0 132.5
FY16E 0.8 -0.10 475 108.4 118.5 0.2 -0.20 476 104.1 116.0
FY17E 22 -0.10 50.0 114.0 120.0 1.3 -0.20 50.0 103.0 114.0
FY15  H1 0.4 0-0.10 52.2 1217 135.1 04 0-0.10 52.2 1217 135.1
FY15  H2 2.2 -0.10 378 118.4 129.9 2.2 -0.10 37.8 118.4 129.9
FY16  H1 -141 -0.20 453 105.2 118.1 -11 -0.20 453 105.2 1181
FY16E H2 23 -0.10 496 M1.7 119.0 0.7 -0.20 50.0 103.0 114.0
FY17E  H1 29 -0.10 50.0 114.0 120.0 1.6 -0.20 50.0 103.0 114.0
FY17E H2 1.6 -0.10 50.0 114.0 120.0 1.1 -0.20 50.0 103.0 114.0

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 in its
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 above

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

Source: Nomura



Nomura | JPN Outlook for FY16—-17 corporate earnings February 28, 2017

Contributions to recurring profit growth by sector

Overview of the FY16 corporate earnings outlook
For FY16, we project that recurring profits will increase in 10 of the 19 sectors and decline in nine.

Sectors from which we expect large contributions to overall profit growth include trading companies, chemicals, housing & real
estate, and telecommunications. For many of the sectors where we expect sharp growth, the growth is largely due to a rebound
from earnings deterioration in FY15. For chemicals, we forecast roughly flat earnings in FY16 when excluding the oil sector,
which has recorded weak earnings over the past two years. In the housing & real estate sector, housing demand has been
gradually recovering against a backdrop of low interest rates. At the same time, while some companies in the
telecommunications sector have seen an impact from scaled-back spending on sales promotions in response to policies by the
Ministry of Internal Affairs and Communications and from the growing presence of competitors offering discounted rates, many
companies are shoring up earnings with cost cuts and expansion in non-telecoms business. As some internet services
companies have been investing aggressively in other companies, fluctuations in the value of these investments can now have a
major impact on earnings for the entire sector.

Sectors that we expect to make large negative contributions to profit growth include autos, utilities, machinery, and
transportation. While the yen weakened versus the dollar from late 2016, we assume USD/JPY of 108.4 for full-year FY16
versus 120.0 for FY15, representing a severe headwind for external demand-oriented sectors. In the automobiles sector, global
automobile demand increased 4.9% y-y in 2016, but increased only 1.5% when excluding China. Sales growth in the US was
sluggish at only 0.4%. We expect some degree of profit boost from cost savings and increased selling volumes in Europe and
the US, but we do not think these will be sufficient to offset the negative impact from yen appreciation. In the utilities sector, we
expect fallout from delays in restarting nuclear power stations and electricity rate cuts triggered by the full deregulation of the
electricity retail market. In the machinery sector, 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. At the same time, while we had seen major disparities in business conditions for machinery
by region, we now see improvement both in terms of the regional breakdown and in terms of earnings. In the transportation
sector, we expect the marine transport subsector to swing to losses as we expect containership rates to deteriorate further due
to excess supply.

Overview of the FY17 corporate earnings outlook
For FY17, we project that recurring profits will increase in 17 of the 19 sectors and decrease in two.

Sectors from which we expect large contributions to overall profit growth include electrical machinery & precision equipment,
automobiles, steel & nonferrous metals, chemicals, and machinery. We expect the rapid appreciation of the yen seen in FY16 to
quiet down in FY17, with the yen weakening by ¥5.6 y-y versus the dollar. The US and Chinese economies remain strong, and
we expect a positive boost to the Japanese economy from the government's large-scale economic stimulus package. Against
this backdrop, we expect the negative effects of yen appreciation to drop off and expect a return to profit growth, particularly in
the manufacturing sector.

We expect profits to decline in the utilities and media sectors. We expect earnings in the utilities sector to be hobbled by a rise in
fixed costs, which sector companies have been working to keep down, and by deterioration in gains/losses under the fuel cost
adjustment system stemming from the weaker yen.
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Fig. 3: Contributions to recurring profit growth by sector for the Russell/Nomura Large Cap Index

FY16E FY17E
Increase in profits (%) Increase in profits (%)
Growth | Contribution | Contribution Growth |Contribution| Contribution
10 sectors (exfinancials) 17 sectors (ex financials)
Trading companies 2427 4814 2951 Electrical machinery, precision equipment 453 28.1 29.5
Chemicals 15.7 1231 754 Automobiles 16.2 20.7 218
Housing, real estate 17.5 79.7 48.9  Steel, nonferrous metals 87.8 8.6 91
Telecommunications 71 726 445  Chemicals 134 7.8 8.2
Food 72 29.9 18.3  Machinery 216 7.7 8.1
Software 245 20.8 128  Retailing 18.1 5.0 5.3
Construction 13.3 19.0 11.6  Financials 35 49 -
Electrical machinery, precision equipment 1.7 16.4 10.1  Telecommunications 6.8 4.8 5.0
Household goods 59 10.1 6.2  Transportation 7.6 3.0 3.2
Media 0.3 0.3 0.2  Trading companies 6.8 3.0 3.1
Housing, real estate 74 25 2.7
Decrease in profits (%)  Software 284 22 23
Growth | Contribution | Contribution Food 57 1.7 1.8
9 sectors (exfinancials)  Household goods 105 12 1.3
Retailing 2.6 -11.3 -6.9  Pharmaceuticals, healthcare 1.9 05 0.6
Steel, nonferrous metals -11.4 -20.0 -12.2  Construction 3.7 04 04
Pharmaceuticals, healthcare 4.3 -20.1 -12.3  Services 0.7 0.2 0.2
Services -7.0 -33.7 -20.7
Financials 2.8 63.2 - Decrease in profits (%)
Transportation 9.8 -68.8 -42.1 Growth |Contribution| Contribution
Machinery -15.5 -103.1 -63.2 2 sectors (ex financials)
Utilities -38.7 -189.9 -116.4  Media -1.9 0.1 0.1
Automobiles -10.6 -243.5 -149.2  Utilities -11.6 2.2 2.3

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

Overview of the FY16 corporate earnings outlook

We have raised our FY16 recurring profit forecasts for 14 of the 19 sectors and lowered them for 5. We have revised our
USD/JPY assumption for FY16 from 104.1 to 108.4, and the weaker yen tends to push up earnings forecasts for external
demand-oriented sectors.

Upward revisions were comparatively large in the automobiles, chemicals, and trading companies sector. Upward revisions to
automobiles sector forecasts mainly reflected the change in forex assumptions. In Chemicals, yen depreciation and higher oil
prices accounted for most of the upward revisions in the oil subsector, and these upward revisions accounted for slightly under
80% of the upward revisions for the entire sector. Trading companies' Q3 earnings were strong, mainly on a rise in resource
prices, including for coking coal and iron ore.

Sectors for which we have made large downward revisions include electrical machinery & precision equipment. While there
were more upward revisions in some subsectors such as electronic parts, even when excluding one-time factors such as gains
on the sale of businesses by some companies, some industrial electronics and consumer electronics companies were hit hard
by impairment.

Overview of the FY17 corporate earnings outlook

We have raised our FY17 recurring profit forecasts for 13 of the 19 sectors and lowered them for six. We revised our USD/JPY
assumption for FY17 from 103.0 to a weaker 114.0. This is a further move toward a weaker yen than seen in FY16, and this
implies higher upward revisions in external demand-related sectors.

The largest upward revisions were for our estimates for sectors such as automobiles, chemicals, trading companies, and steel &
nonferrous metals. Most of the upward revisions in the automobiles and trading companies sectors were extensions of the
upward revisions we made to our FY16 forecasts. In chemicals as well, most of the upward revisions stemmed from market
price factors in the oil subsector, but we also saw upward revisions in electronic materials from higher prices or alleviation of
downward pressure on prices. In steel & nonferrous metals, much of the downward revisions to FY16 forecast for nonferrous
metals and wire & cable stemmed from temporary factors such as impairment, so the winding down of these factors pushed up
forecasts for FY17 by a comparatively large amount across the sector.

The utilities sector saw comparatively large downward revisions. These stem mainly from deterioration in gains/losses under the
fuel cost adjustment system resulting from yen depreciation.



Nomura | JPN Outlook for FY16—-17 corporate earnings February 28, 2017

Fig. 4: Revisions to recurring profit estimates (versus old estimates) for the Russell/Nomura Large Cap Index

FY16E FY17E

[Upward revisions] 14 sectors [Upward revisions] 13 sectors

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

¥bn ¥bn ¥bn % ¥bn ¥bn ¥bn %
Automobiles 6,779 | 6,419 360 56  Automobiles 7,742 7,089 653 9.2
Chemicals 3,012 2,727 284 104  Chemicals 3,429 3,022 407 135
Trading companies 2,253 | 2,062 191 9.2  Trading companies 2,407 | 2,146 261 121
Telecommunications 3,627 | 3,559 69 1.9  Financials 7432| 7,215 216 3.0
Pharmaceuticals, healthcare 1,479 1,417 62 44  Steel, nonferrous metals 962 846 116 13.8
Machinery 1,867 | 1,842 25 1.3 Machinery 2,250 2,150 99 4.6
Steel, nonferrous metals 515| 495 20 40  Retailing 1,712 1,661 51 3.1
Housing, real estate 1,771 1,754 17 1.0  Food 1,637 | 1,607 30 1.8
Household goods 605 591 14 2.3 Housing, real estate 1,929 [ 1,902 27 1.4
Services 1,477 1,464 13 0.9  Electrical machinery, precision equipment 4,697 | 4,672 24 0.5
Media 323 316 6 2.0  Telecommunications 3,894 | 3,872 22 0.6
Software 351 345 6 1.7 Media 316 313 4 1.2
Construction 536 531 5 0.9  Construction 545 543 3 0.5
Retailing 1,418 | 1,413 5 0.3

[Downward revisions] 6 sectors

[Downward revisions] 5 sectors New | Old | Revision | Change

New | Old | Revision | Change ¥bn ¥bn ¥bn %

¥bn ¥bn ¥bn % Pharmaceuticals, healthcare 1,554 | 1,559 -5 0.3
Food 1472 | 1,474 -1 0.1 Household goods 679 688 -9 -14
Utilities 998 | 1,023 -25 24 Transportation 2,240 2,250 -10 0.4
Transportation 2,097 | 2,129 -32 -15  Software 515 533 -18 -34
Financials 7,333 | 7,443 -111 -15  Services 1,492 1,519 27 -1.8
Electrical machinery, precision equipment 3,169 | 3,670 -502 -13.7  Utilities 865 941 -76 -8.1

Note: Latest estimates as of 20 February 2017, previous estimates as of 24 November 2016.
Source: Nomura



Nomura | JPN Outlook for FY16—-17 corporate earnings

February 28, 2017

Fig. 5: Revision index for the Russell/Nomura Large Cap Index

(%)
(yy/m) 15/6 15/9 15/12 16/3 16/6 16/9 16/12 17/3
Russell/Nomura Large Cap 4.2 21.8 -3.6 -24.0 -36.4 -22.1 -9.6 26.0
Russell/Nomura Large Cap (ex financials) 3.7 18.7 -4.3 -25.6 -35.6 -21.5 -11.1 25.8
Manufacturing 0.0 19.4 -19.4 -38.5 -41.4 -33.9 -18.4 40.1
Basic materials 28.3 19.6 -17.4 -27.3 -29.5 -20.5 -13.6 325
Processing -12.6 -1.1 -35.6 -75.9 -73.4 -59.5 -22.8 61.3
Nonmanufacturing (ex financials) 9.2 17.5 18.3 -7.3 -27.4 -4.0 -0.8 5.6
(%)
80 - Russell/Nomura Large Cap (ex financials)
60 -
40 A
20 -
0 B
-20 4
-40 A
-60 A
R (CY)

0 -
80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16

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 FY16—-17 corporate earnings February 28, 2017

Russell/Nomura Large Cap Index: earnings indicators

Fig. 6: Percentage change in sales 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 (ex financials) 298 14 2.7 125 46 -0.4 -4.5 -3.7 3.3 5.4
Manufacturing 174 0.2 3.0 12.3 43 0.2 5.5 -4.5 36 6.6
Industrial groups | Basic materials 44 48 0.5 132 0.6 -9.0 -6.7 -6.3 34 114
Processing 79 2.0 48 13.2 5.7 3.1 5.7 -4.4 3.8 5.4
Nonmanufacturing (ex financials) 124 3.0 22 12.7 5.0 -1.2 -3.1 -2.6 3.0 3.7
Materials 44 48 0.5 13.2 0.6 -9.0 -6.7 -6.3 34 114
Machinery, autos 46 0.1 10.0 154 7.8 5.7 5.4 -3.8 45 6.4
Electronics 33 4.3 -1.6 10.1 27 0.9 6.2 5.3 25 38
Broad sectors | onsumer, distribution o3| 33 08 M2 37 14 39 31 28 37
Information 22 15 34 20.1 9.6 5.7 0.3 0.6 55 5.9
Utilities, infrastructure 60 22 5.3 10.0 5.2 -1.3 2.8 -3.1 22 34
Chemicals 36 6.5 0.8 125 1.1 -9.9 7.1 -6.8 1.7 105
Steel, nonferrous metals 8 0.7 4.3 15.1 47 -6.8 -6.0 5.2 7.7 13.8
Machinery 24 5.0 22 154 11.1 33 4.3 -3.5 5.0 5.8
Autos 22 -1.6 125 155 6.9 6.5 5.8 -3.9 4.4 6.5
Electrical machinery, precision equipment 33 4.3 -1.6 101 2.7 -0.9 -6.2 -5.3 25 3.8
Pharmaceuticals, healthcare 22 3.0 20 7.8 0.6 5.2 2.9 24 29 3.3
Food products 16 0.9 33 54 6.7 1.6 -1.0 -1.9 2.3 6.5
Household goods 13 29 44 9.9 115 6.0 -4.9 -5.1 45 4.0
Sectors Trading companies 7 6.1 -1.0 14.0 2.7 9.7 9.6 -4 29 3.3
Retailing 22 2.5 37 10.0 5.7 73 1.2 1.1 38 46
Services 13 2.4 1.5 35 04 4.1 -141 -1 14 1.3
Software 9 -14.9 4.0 36 14 0.1 38 1.9 136 155
Media 5 1.9 48 105 5.1 12.0 0.0 -0.8 1.6 22
Telecommunications 8 35 3.8 244 10.9 55 0.0 0.7 5.0 5.3
Construction, engineering 5 7.7 75 6.8 7.2 1.7 -0.6 -0.7 2.8 3.0
Housing, real estate 17 2.7 6.1 14.5 7.9 43 5.0 5.1 3.3 34
Transportation 25 0.7 34 72 34 0.3 2.7 -3.2 1.6 24
Utilities 13 34 5.9 11.0 47 -1.7 9.3 9.8 15 47

Note: Figures exclude listed consolidated subsidiaries. Latest estimates as of 20 February 2017, previous estimates as of 24 November 2016.
Source: Nomura

10
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Fig. 7: Percentage change in recurring 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 -12.1 12.8 374 6.9 0.6 -0.3 0.8 9.7 12.7
Russell/Nomura Large Cap (ex financials) 298 -19.5 7.7 39.7 7.0 15 0.0 1.6 11.8 14.6
Manufacturing 174 -17.9 10.3 43.3 72 -1.9 5.0 -3.5 15.7 21.0
Industrial groups | Basic materials 44 7.1 -19.2 335 -8.9 -4 1.2 10.7 20.0 242
Processing 79 -29.3 36.4 58.2 15.3 4.2 -15 -8.5 17.2 25.0
Nonmanufacturing 161 5.9 15.2 319 6.5 0.6 41 4.8 4.6 5.6
Nonmanufacturing (ex financials) 124 21.7 35 34.0 6.6 71 71 9.0 6.9 6.6
Materials 44 741 -19.2 335 8.9 -14 1.2 10.7 20.0 242
Machinery, autos 46 -11.5 425 47.6 16.2 1.9 -15.6 117 135 174
Electronics 33 -54.9 19.7 929 13.0 -19.7 179 1.7 252 453
Broad sectors Consumer, distribution 93 59 -4.1 15.7 9.0 -1.6 16.4 210 7.0 6.9
Information 22 0.0 7.3 16.2 8.0 43 5.8 7.8 10.0 8.2
Utilities, infrastructure 60 -70.2 30.2 102.6 28.3 37.3 -8.4 -8.9 42 3.6
Financials 37 33.7 34.8 29.3 6.5 -8.6 -1.3 2.8 0.1 35
Chemicals 36 1.8 -19.2 16.3 21.7 21.6 47 15.7 10.7 134
Steel, nonferrous metals 8 -34.3 -18.9 119.5 240 -54.6 -14.8 -11.4 718 87.8
Machinery 24 79 5.1 319 23.7 6.6 -16.6 -15.5 176 216
Autos 22 -20.8 72.8 53.0 139 47 -15.3 -10.6 123 16.2
Electrical machinery, precision equipment 33 -54.9 19.7 929 13.0 -19.7 17.9 1.7 252 453
Pharmaceuticals, healthcare 22 9.0 -4.9 14.0 -15.3 39.2 -8.9 4.3 6.3 19
Food products 16 52 9.1 13.0 49 05 5.1 7.2 44 5.7
Household goods 13 1.9 0.1 20.3 11.0 33 29 5.9 14.6 10.5
Trading companies 7 226 -15.1 259 -20.6 -62.2 213.7 2427 41 6.8
Sectors Retailing 22 79 2.5 5.6 4.8 134 2.9 2.6 14.9 18.1
Services 13 -14.7 16.6 12.8 24 5.6 -7.9 -7.0 35 0.7
Software 9 -53.5 8.4 14.9 22.6 114 224 245 35.0 284
Media 5 145 7.6 10.8 11.0 104 1.7 0.3 -1 -1.9
Telecommunications 8 6.2 7.2 16.8 6.5 5.6 5.1 71 8.2 6.8
Construction, engineering 5 490 -1.0 253 384 924 12.2 13.3 42 3.7
Housing, real estate 17 0.9 208 295 46 1.3 16.4 175 71 74
Transportation 25 -18.9 309 15.1 104 13.3 -8.4 9.8 6.4 7.6
Utilities 13 SL LI SP  1,682.0 146.7 -37.1 -38.7 5.5 -11.6
Financials 37 33.7 348 293 6.5 -8.6 -1.3 -2.8 0.1 35

Note: (1) Figures exclude listed consolidated subsidiaries. Latest estimates as 20 February 2017, previous estimates as of 24 November 2016. (2) LI = losses increasing;
LS = losses shrinking; SL = switch to losses; SP = switch to profits.

Source: Nomura
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Fig. 8: Recurring profits 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 40,675 41,081 44529 46,296
Russell/Nomura Large Cap (ex financials) 298 | 18302 20556 28,994 30,350 32,151 33232 33,748 37,313 38,864
Manufacturing 174 | 11132 12917 18323 19,085 19,524 18,637 18898 21,634 22950
Industrial groups Basic materials 44 3,588 3,101 3,931 3,325 3,177 3,222 3,527 3,868 4,392
Processing 79 5052 7,167 11295 12,834 12880 11932 11815 13912 14,688
Nonmanufacturing 161 | 12,037 13604 18385 19,403 20,146 22,038 22,183 22,895 23,346
Nonmanufacturing (ex financials) 124 7,170 7639 10671 11265 12,627 14595 14851 15679 15915
Materials 44 3,588 3,101 3,931 3,325 3,177 3,222 3,527 3,868 4,392
Machinery, autos 46 3,731 5,480 8,062 9,213 9,835 8,262 8,646 9,240 9,992
Electronics 33 1,321 1,687 3,243 3,621 3,045 3,670 3,169 4,672 4,697
Broad sectors Consumer, distribution 93 5,869 5,829 6,841 6,151 6,048 8,421 8,704 9,181 9,481
Information 22 2,783 3,039 3645 3,841 4,087 4,220 4,301 4717 4,725
Utilities, infrastructure 60 1,010 1,419 3,281 4,198 5,959 5,436 5,402 5,635 5,579
Financials 37 | 487 5965 7,714 8,138 7,519 7,443 7,333 7,215 7,432
Chemicals 36 2,959 2,606 2,851 2,059 2,583 2,727 3,012 3,022 3,429
Steel, nonferrous metals 8 629 495 1,080 1,266 594 495 515 846 962
Machinery 24 1,472 1,416 1,855 2,306 2,264 1,842 1,867 2,150 2,250
Autos 22 2,260 4,064 6,197 6,908 7,571 6,419 6,779 7,089 7,742
Electrical machinery, precision equipment 33 1,321 1,687 3,243 3,621 3,045 3,670 3,169 4,672 4,697
Pharmaceuticals, healthcare 22 1,215 1,170 1,314 1,113 1,578 1,417 1,479 1,559 1,554
Food products 16 938 1,107 1,306 1,341 1,383 1,474 1,472 1,607 1,637
Household goods 13 338 371 477 471 507 591 605 688 679
Trading companies 7 1,993 1,706 2,026 1,740 657 2,062 2,253 2,146 2,407
Sectors Retailing 22 1,071 1,110 1,277 1,087 1,386 1,413 1,418 1,661 1,712
Services 13 313 364 441 399 538 1,464 1,477 1,519 1,492
Software 9 148 173 245 324 352 345 351 533 515
Media 5 239 227 251 271 322 316 323 313 316
Telecommunications 8 2,396 2,639 3,150 3,246 3,414 3,559 3,627 3,872 3,894
Construction, engineering 5 123 122 181 212 462 531 536 543 545
Housing, real estate 17 737 956 1,264 1,363 1,604 1,754 1,771 1,902 1,929
Transportation 25 1,049 1,406 1,799 1,963 2,267 2,129 2,097 2,250 2,240
Utilities 13 -898  -1,065 37 660 1,627 1,023 998 941 865
Financials 37 | 4867 5965 7,714 8,138 7,519 7,443 7,333 7,215 7,432

Note: Figures exclude listed consolidated subsidiaries. Latest estimates as 20 February 2017, previous estimates as of 24 November 2016.
Source: Nomura
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Fig. 9: Percentage change in quarterly sales and profits (FY15 Q4-FY16 Q3)

% Y-y
Sales Operating profits Recurring profits Net profits
Q4 o1 Q2 Q3 Q4 o Q2 Q@ | 4 o Q2 Q3 | 4 Q1 Q2 Q3
Russell/Nomura Large Cap - - - - - - - -| -236 -189 56 6.9( -40.0 -20.5 14 219

RussellNomuralargeCap | 55 66 75 6| 163 -88 99 27| 265 -167 90 69| 510 -198 29 231

(ex financials)
| Manufacturing 53 79 -89 38| -123 106 -177 72| 184 -215 -163 50| -11.8 -225 -155 8.1
g‘r‘i‘d;ts”a' Basic materials 22 444 123 22| 411 281 20 368| -302 434 04 680| SL 475 122 2008
Processing 42 74 91 43| 260 134 -227 -341| 290 233 -211 -226| -109 248 -197 -207
Nonmanufacturing - - - - - - -286 -16.7 42 186 -69.7 -188 17.7 338
[i‘)’(”ﬁ?\i’r‘\‘éif:f;)”"”g 52 49 63 09| 28 -66 02 184| -396 -103 05 250| SL -161 150 445
Basic materials 122 44 23 22| 411 -281 20 368| -302 -434 01 680 SL -475 122 2008
Machinery, autos 14 60 -84 31| 117 120 -200 -212| -115 205 -247 98| 216 260 -264 -12.9
Electronics 84 -89 101 62| 584 177 76 -648| -821 -313 -126 57.0| 550 -209 -1.8 -87.8
Sé‘c’f‘odrs Consumption, distribution 52 514 74 16| 274 40 -65 218| 633 57 28 221| SL -81 -39 503
Information 53 21 18 12| 173 173 63 127| 187 46 11 325| 395 170 658 271
Utilties, infrastructure 61 56 47 43| -20 142 29 45| 27 -39 29 92| 959 -269 -123 399
Financials - B - .| 10 275 129 69| 156 234 234 177
Chemicals 424 45 29 24| 223 193 83 484 20 -327 92 646 LS -313 367 1827
Steel, nonferrous metals 16 142 105 27| 591 -658 -341 83| 752 -842 -289 931| SL 959 -30.1 4523
Machinery 45 63 66 33| 56 -196 -350 -202| 93 -397 -300 03| 00 -346 -389 09
Automobiles 04 59 -89 31| 142 98 -273 -214| 124 151 -234 -126| 280 237 -233 -162

Electrical machinery,
precision equipment

Pharmaceuticals, healthcare 47 04 43 34 SP 420 -293 -55 SP 312 -286 43| 343 384 -193 97

-84 89 -101 62| -584 -177 -76 -648| -821 -31.3 -126 -570( 550 -209 -18 -87.8

Food products 11 28 A7 29| 248 22 07 10| 116 06 24 124| 74 83 -256 1480
Household goods 48 27 -38 76| 169 45 105 -140| 121 59 180 -89| 453 193 201 -13.0
Trading companies 149 143 152 10| SL 234 104 1933| SL -233 263 1338| SL -285 226 2829
Sectors | petailing 33 14 06 29| -36 58 100 67| -103 -04 63 130| 214 78 -224 200
Services 51 03 70 -39| 133 -259 -189 55| 203 -263 -184 43| 570 -310 170 43
Software 04 14 44 09| -07 210 -194 284| 77 645 01 719| 490 -483 1549 1032
Media 70 52 13 70| 510 442 48 28| 511 465 23 70| 909 635 -16 -89
Telecommunications 55 18 19 06| 164 158 90 129| 185 71 14 331| 3314 192 633 212
Construction, engineering 46 20 -39 27|1443 446 478 279|1309 237 539 338|287.2 259 678 350
Housing, real estate A1 44 17 85| 91 M1 76 242| 189 253 7.3 292| -307 253 67 286
Transportation 37 48 62 26| -34 -116 -108 15| 29 -145 -115 59| SL -190 -494 204
Utiliies 124 138 83 69| -19.1 315 -106 -36.3| -147 -319 -112 450| SL -534 7.9 1622
Financials - - - - . . . - 110 275 129 69| 156 -234 234 177

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 20 February 2017. (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. 10: Valuation indicators

PIE PICF PIB Dividend yield ROE
FY16E FY17E FY18E |FY16E FY17E FY18E| FY15 FY16E|FY16E FY17E FY18E| FY15 FY16E FY17E FY1SE
X X X X X X X X % % % % % % %
Russell/Nomura Large Cap 167 150 138 - - - 145 136 195 210 223 77 83 89 91
(Fi‘)‘(slf)i';’“;fm’; t::}qe Czp 158 147 135 - - -l 150 136 197 243 227 88 88 90 91
(Fi‘)‘(sf?;'i'ﬂfa’}‘s‘;ra LargeCap || 135 158 143| 89 83 78| 163 152| 189 205 219| 79 85 95 98
g‘rgﬂ;t;‘a' Manufacturing 198 161 145| 102 90 84| 166 162| 194 213 230| 81 83 98 102
19.0 143 128 77| 66 61 122| 119 165| 185 198 38| 63 81 84 72
185 144 129 97| 83 76 160| 154 205| 228 250 93| 85 104 109 104
Nonmanufacturing 142 139 130 - - -l 125 114 196 206 215 7.3 8.2 8.2 8.2
E‘::g;’;:)fam”“g (e 164 152 141| 74 73 69| 158 138| 181 191 201| 76 88 89 91
Basic materials 190 143 128| 77 66 64| 122 119| 165 18 198 38 63 81 84
Machinery, autos 147 126 113| 86 76 70| 146 141 240 265 292| 110 98 109 114
Electronics 312 184 163| 124 95 88| 187 181| 151 173 18| 58 60 96 101
S;‘c’fodrs Consumption, distribution 212 196 185| 126 119 114| 197 164| 197 206 215 62 79 83 84
Information 143 155 141| 62 66 62| 197 185| 176 18 202| 108 132 117 120
Utilties, infrastructure 155 143 131| 65 63 60| 138 131] 156 168 175 89 86 90 92
Financials 108 110 107 - - | o8t 079 236 247 255 70 74 70 68
Chemicals 173 146 130| 80 72 66| 136 130| 180 179 189| 40 77 87 91
Steel, nonferrous metals 291 136 122| 68 52 49| 091 09| 115 202 230 34 31 65 69
Machinery 28 188 171| 126 112 104| 18 180| 161 175 187| 90 80 93 95
Automobiles 125 108 96| 74 66 64| 133 127 279 310 344| 118 104 114 120
EEE}QS‘:}' Qﬁmgm 312 184 163| 124 95 88| 187 181 151 173 18| 58 60 96 104
Pharmaceuticals, healthcare || 27.3 271 261| 171 171  169| 228 229| 194 200 203| 86 85 83 83
Food products 213 216 202| 132 134 128| 261 253| 194 217 232| 104 120 110 110
Household goods 243 231 214| 160 152 142| 286 282| 134 136 149| 100 118 126 127
Trading companies 94 87 83| 60 56 54| 09 091 299 319 331| 08 99 101 98
Sedors I Retaling 328 223 201| 145 120 14| 209 213| 154 157 169 77 65 97 101
Services 258 250 239| 146 142 136| 245 099| 204 205 210 64 39 40 41
Software 261 250 224 194 188 172| 298 252| 181 194 216| 78 100 105 112
Media 182 186 182| 127 128 125| 132 134 151 148 148| 74 73 68 64
Telecommunications 126 138 125| 50 53 50| 192 181] 177 188 204| 119 148 128 130
Construction 99 98 93| 85 84 81| 164 138| 202 223 233| 134 147 142 134
Housing, real estate 158 145 139] 114 104 100| 165 158| 183 196 206| 84 103 106 103
Transportation 188 154 141| 75 68 65| 154 148 120 136 140| 80 80 95 94
Utilties 122 144 113| 28 29 27| 081 077 179 171 176| 95 64 52 64
Financials 108 110 107 - - | o8t 079 236 247 255 70 74 70 68
RusselliNomura Small Cap 184 157 151 - - - 7130 125 170 177 181]| 65 69 73 712
Russell/Nomura Small Cap (ex financials) || 192 161  155| 10.0 8.6 84| 142 137| 167 174 177 6.6 7.3 7.9 7.8

Note: Estimates and share prices as of 20 February 2017 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 Evaluating the performance of various investment styles

e Managing risk

Russell/Nomura Japan Equity Indexes have the following characteristics:

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

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

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

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

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

e  Stocks are selected quantitatively based on clearly defined criteria

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

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

The intellectual property right and any other rights, in Russell/Nomura Japan Equity Index belong to Nomura Securities Co., Ltd.
("Nomura") and Frank Russell Company ("Russell"). Nomura and Russell do not guarantee accuracy, completeness, reliability,
usefulness, marketability, merchantability or fithess of the Index, and do not account for business activities or services that any
index user and/or its affiliates undertakes with the use of the Index.
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affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of
originality, accuracy, completeness, merchantability or fithess for a particular purpose with respect to any of this information. Without limiting any
of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information
have any liability for any damages of any kind. MSCI and the MSCI indexes are services marks of MSCI and its affiliates.

The intellectual property right and any other rights, in Russell/Nomura Japan Equity Index belong to Nomura Securities Co., Ltd. ("Nomura") and
Frank Russell Company ("Russell"). Nomura and Russell do not guarantee accuracy, completeness, reliability, usefulness, marketability,
merchantability or fithess of the Index, and do not account for business activities or services that any index user and/or its affiliates undertakes
with the use of the Index.
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and services from the research department depending on their individual requirements.

Figures presented herein may refer to past performance or simulations based on past performance which are not reliable indicators of future
performance. Where the information contains an indication of future performance, such forecasts may not be a reliable indicator of future
performance. Moreover, simulations are based on models and simplifying assumptions which may oversimplify and not reflect the future
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Credit ratings in the text that are marked with an asterisk (*) are issued by a rating agency not registered under Japan’s Financial Instruments
and Exchange Act (“Unregistered Ratings”). For details on Unregistered Ratings, please contact the Research Product Management Dept. of
Nomura Securities Co., Ltd.

Investors in the financial products offered by Nomura Securities may incur fees and commissions specific to those products (for example,
transactions involving Japanese equities are subject to a sales commission of up to 1.404% on a tax-inclusive basis of the transaction amount
or a commission of ¥2,808 for transactions of ¥200,000 or less, while transactions involving investment trusts are subject to various fees, such
as commissions at 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 fluctuations or other factors. Fees and risks vary by product. Please thoroughly read the written materials
provided, such as documents delivered before making a contract, listed securities documents, or prospectuses.

Transactions involving Japanese equities (including Japanese REITS, Japanese ETFs, and Japanese ETNSs) are subject to a sales commission
of up to 1.404% of the transaction amount (or a commission of ¥2,808 for transactions of ¥200,000 or less). When Japanese equities are
purchased via OTC transactions (including offerings), only the purchase price shall be paid, with no sales commission charged. However,
Nomura Securities may charge a separate fee for OTC transactions, as agreed with the customer. Japanese equities carry the risk of losses
owing to price fluctuations. Japanese REITs carry the risk of losses owing to fluctuations in price and/or earnings of underlying real estate.
Japanese ETFs carry the risk of losses owing to fluctuations in the underlying indexes or other benchmarks.

Transactions involving foreign equities are subject to a domestic sales commission of up to 1.026% of the transaction amount (which equals the
local transaction amount plus local fees and taxes in the case of a purchase or the local transaction amount minus local fees and taxes in the
case of a sale) (for transaction amounts of ¥750,000 and below, maximum domestic sales commission is ¥7,668). Local fees and taxes in
foreign financial instruments markets vary by country/territory. When foreign equities are purchased via OTC transactions (including offerings),
only the purchase price shall be paid, with no sales commission charged. However, Nomura Securities may charge a separate fee for OTC
transactions, as agreed with the customer. Foreign equities carry the risk of losses owing to factors such as price fluctuations and foreign
exchange rate fluctuations.

Margin transactions are subject to a sales commission of up to 1.404% of the transaction amount (or a commission of ¥2,808 for transactions of
¥200,000 or less), as well as management fees and rights handling fees. In addition, long margin transactions are subject to interest on the
purchase amount, while short margin transactions are subject to fees for the lending of the shares borrowed. A margin equal to at least 30% of
the transaction amount and at least ¥300,000 is required. With margin transactions, an amount up to roughly 3.3x the margin may be traded.
Margin transactions therefore carry the risk of losses in excess of the margin owing to share price fluctuations. For details, please thoroughly
read the written materials provided, such as listed securities documents or documents delivered before making a contract.

Transactions involving convertible bonds are subject to a sales commission of up to 1.08% of the transaction amount (or a commission of
¥4,320 if this would be less than ¥4,320). When convertible bonds are purchased via OTC transactions (including offerings), only the purchase
price shall be paid, with no sales commission charged. However, Nomura Securities may charge a separate fee for OTC transactions, as
agreed with the customer. Convertible bonds carry the risk of losses owing to factors such as interest rate fluctuations and price fluctuations in
the underlying stock. In addition, convertible bonds denominated in foreign currencies also carry the risk of losses owing to factors such as
foreign exchange rate fluctuations.

When bonds are purchased via public offerings, secondary distributions, or other OTC transactions with Nomura Securities, only the purchase
price shall be paid, with no sales commission charged. Bonds carry the risk of losses, as prices fluctuate in line with changes in market interest
rates. Bond prices may also fall below the invested principal as a result of such factors as changes in the management and financial
circumstances of the issuer, or changes in third-party valuations of the bond in question. In addition, foreign currency-denominated bonds also
carry the risk of losses owing to factors such as foreign exchange rate fluctuations.

When Japanese government bonds (JGBs) for individual investors are purchased via public offerings, only the purchase price shall be paid, with
no sales commission charged. As a rule, JGBs for individual investors may not be sold in the first 12 months after issuance. When JGBs for
individual investors are sold before maturity, an amount calculated via the following formula will be subtracted from the par value of the bond
plus accrued interest: (1) for 10-year variable rate bonds, an amount equal to the two preceding coupon payments (before tax) x 0.79685 will be
used, (2) for 5-year and 3-year fixed rate bonds, an amount equal to the two preceding coupon payments (before tax) x 0.79685 will be used.
When inflation-indexed JGBs are purchased via public offerings, secondary distributions (uridashi deals), or other OTC transactions with
Nomura Securities, only the purchase price shall be paid, with no sales commission charged. Inflation-indexed JGBs carry the risk of losses, as
prices fluctuate in line with changes in market interest rates and fluctuations in the nationwide consumer price index.The notional principal of
inflation-indexed JGBs changes in line with the rate of change in nationwide CPI inflation from the time of its issuance. The amount of the
coupon payment is calculated by multiplying the coupon rate by the notional principal at the time of payment. The maturity value is the amount
of the notional principal when the issue becomes due. For JI17 and subsequent issues, the maturity value shall not undercut the face amount.
Purchases of investment trusts (and sales of some investment trusts) are subject to a purchase or sales fee of up to 5.4% of the transaction
amount. Also, a direct cost that may be incurred when selling investment trusts is 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 trusts include, for domestic investment trusts, an asset management
fee (trust fee) of up to 5.4% (annualized basis) of the net assets in trust, as well as fees based on investment performance. Other indirect costs
may also be incurred. For foreign investment trusts, indirect fees may be incurred during the course of holding such as investment company
compensation.

Investment trusts invest mainly in securities such as Japanese and foreign equities and bonds, whose prices fluctuate. Investment trust unit
prices fluctuate owing to price fluctuations in the underlying assets and to foreign exchange rate fluctuations. As such, investment trusts carry
the risk of losses. Fees and risks vary by investment trust. Maximum applicable fees are subject to change; please thoroughly read the written
materials provided, such as prospectuses or documents delivered before making a contract.

In interest rate swap transactions and USD/JPY basis swap transactions (“interest rate swap transactions, etc.”), only the agreed transaction
payments shall be made on the settlement dates. Some interest rate swap transactions, etc. may require pledging of margin collateral. In some
of these cases, transaction payments may exceed the amount of collateral. There shall be no advance notification of required collateral value or
collateral ratios as they vary depending on the transaction. Interest rate swap transactions, etc. carry the risk of losses owing to fluctuations in
market prices in the interest rate, currency and other markets, as well as reference indices. Losses incurred as such may exceed the value of
margin collateral, in which case margin calls may be triggered. In the event that both parties agree to enter a replacement (or termination)
transaction, the interest rates received (paid) under the new arrangement may differ from those in the original arrangement, even if terms other
than the interest rates are identical to those in the original transaction. Risks vary by transaction. Please thoroughly read the written materials
provided, such as documents delivered before making a contract and disclosure statements.

In OTC transactions of credit default swaps (CDS), no sales commission will be charged. When entering into CDS transactions, the protection
buyer will be required to pledge or entrust an agreed amount of margin collateral. In some of these cases, the transaction payments may exceed
the amount of margin collateral. There shall be no advance notification of required collateral value or collateral ratios as they vary depending on
the financial position of the protection buyer. CDS transactions carry the risk of losses owing to changes in the credit position of some or all of
the referenced entities, and/or fluctuations of the interest rate market. The amount the protection buyer receives in the event that the CDS is
triggered by a credit event may undercut the total amount of premiums that he/she has paid in the course of the transaction. Similarly, the
amount the protection seller pays in the event of a credit event may exceed the total amount of premiums that he/she has received in the
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transaction. All other conditions being equal, the amount of premiums that the protection buyer pays and that received by the protection seller
shall differ. In principle, CDS transactions will be limited to financial instruments business operators and qualified institutional investors.

No account fee will be charged for marketable securities or monies deposited. Transfers of equities to another securities company via the Japan
Securities Depository Center are subject to a transfer fee of up to ¥10,800 per issue transferred depending on volume.
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