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Wholesale Division

Review of FY2017/18 commenced slowly as concerns around geopoalitical risks weighed down on markets, but the latter half of the
FY2017/18 year saw a recovery in equity markets activity as political concerns eased and supportive economic data emerged from

Japan and the U.S. The debt markets on the other hand experienced extremely low levels of interest rate volatility and
market participant activity was thin. Within such conditions, while the Wholesale Division recorded revenue increases in
Equities and Investment Banking, this was offset by a larger decline in Fixed Income, resulting in total revenue declining from
the previous year to ¥715.3 billion. As a result, income before income taxes totaled ¥100.6 billion.

The Wholesale Division continues to pursue improvements in productivity while maintaining strict risk discipline. Division
costs (dollar basis) have been reduced 25% compared to FY2011/12 while also delivering greater revenue stability.

Strengths

Top-in-class industry presence in Asia-
Pacific region, particularly in Japan

Global client base across more than 30
countries

Facilitator of cross-border transactions
worldwide

Business (billions of yen)
Performance 1,000

Challenges Actions

Continue to align our portfolio to
changing market conditions and client
needs

Generating higher returns within a
tighter regulatory environment

Relatively high sensitivity to market Further strengthen risk culture and
fluctuations discipline

Deliver growth through value-added
service to clients and selective
investment in growth areas

Corresponding to changes in market
structure and competitor dynamics
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Actions

Medium-term strategies

The operating environment of the Wholesale business
has undergone a significant structural shift as evidenced
by greater regulation of financial institutions, a transition
to passive strategies in the asset management business
and growing downward pressure on transaction fees as
digitalization continues to penetrate the market and we
anticipate the market will continue to experience further
structural change. Additionally, a shift in the composition
of the Wholesale fee pool has been observed over the
past two years, with a reduction in the proportion of
traditional sales and trading revenues and a shift toward
non-traditional business as corporations seek financing
and solutions and our clients increasingly pursue cross-
border business opportunities.

Market Conditions and KPI Targets for 2020

Composition of Advisory ﬂ 10% 10%

Wholesalefeepool* B

Financing & 31% 33%
Solutions
* Source: Coalition; Advisory

includes M&A, Financing &

Solutions includes Traditional .

& Non-Traditional Financing, Trad!tlonal 59% 56%

and Asset/Liability Derivative  112ding

Solutions; Traditional Trading Business

Business includes Liquidity

& Market Making & Agency

businesses across Fixed

Income and Equities 2016 2017

The Wholesale Division is engaged in the execution of
numerous initiatives to ensure that we optimally adapt to
the shifting market environment. In order to meet the
evolving needs of our clients, in April 2018, we
established the Client Financing & Solutions (CFS)
organization within Wholesale, bringing together critical
Global Markets and Investment Banking capabilities
under a unified organizational structure. Additionally, we
continue to pursue the expansion of our client base and
increase our capture of cross-border opportunity through

as well as undertaking strategic investments within the
market. We are also deploying technology initiatives such
as leveraging the application of machine learning in our
trading business in order to ensure we remain at the
technological frontier and to maintain step with the rapid
pace of technological advancement.

At the same time we continue to place great focus on
expense rationalization and risk control and we anticipate
these and other efforts to contribute to the achievement
of the Wholesale Division’s objective to record ¥200-220

efforts such as further establishing our presence in the
U.S., the largest market globally from a fee perspective,

billion in FY2019/20.

Initiatives of Wholesale Division

Client Financing &

Enlarge Client
Revenues Solutions

Americas Growth Japan / Asia Connectivity

Cost Optimization Flow Trading Digitization
&

Average Costs (billions of USD) ——

Cost-to-

( ) 91%
income ratio

Historical Current 2020+
(FY13/14to 15/16  (FY16/17 and 17/18
average) average)

Cost optimization

Optimization & Efficiency

M Cost savings from re-prioritization and streamlining of investment spend
across IT, operations and infrastructure
B Cost reduction through shorter term optimization

Structural cost reduction & Self-funding growth

H Medium term operating model optimization across front and back office
functions
M Further structural simplification

M Re-investment in businesses with underlying competitive strengths to
defend and grow

M Investment to tap client opportunity in areas such as CFS, Advisory and
Agency
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Business Divisions: Wholesale Division

Initiatives through CFS

The establishment of the CFS structure has allowed us to
realize the integration of the Wholesales Division’s
financing, structuring & solutions expertise into a single,
client-focused hub, which seamlessly partners with
various teams across our organization to deploy a
uniform client strategy to deliver value to our clients. This
centralized structure allows us to concentrate expertise,
deepen client penetration and enables the deployment of
a unified strategy across Wholesale.

While the shift in our clients’ needs toward a broader
range of financing, capital and hedging solutions is not
without its challenges, we believe it will also be the key
driver of Wholesale fee pool growth. Our organization is
well positioned to seize upon this opportunity.

Global Markets
Sales and Structuring

¢

Client Financing &
Solutions (CFS)

m

Critical mass of product specialists in CFS

Client H Asset product solutions
Coverage M Liability product solutions
H Non-traditional / secured financing
H Traditional financing

¢

Investment Banking

Advisory

Leveraging digitalization

At Nomura, staying at the forefront of digital innovation is

m a key priority for both the Group as well as the Wholesale

business. The emergence of new technologies and digital
assets are bringing fundamental transformation to the
market and Artificial Intelligence, Machine Learning and
Automation offer both revenue and cost opportunities
across our business.

In order to drive initiatives in this area we have recently
established the Wholesale Digital Office, which will lead

Al Labs

Client Ecosystem

SJoAdT anusnay

Fintech Engagement

Flow Sales & Trading
Digitalization

Data Strategy

Reprioritization of Technology
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the implementation of technological innovation across
our platform to support superior price discovery, enhance
client services, drive greater productivity and efficiency
and build out our footprint in digital assets.

Through these and other ongoing initiatives, Nomura
ensures it is well placed to leverage digital innovation in
reinforcing our competitive position and providing
differentiated services to our clients.

Develop Al solutions and advance their
practical applications in Wholesale business

Enhance client services through advanced
analytics

Partnerships or investments in relevant
start-ups across the value chain

Market share gains through enhanced
electronic offerings

Footprint optimization

Institutionalize enhanced accuracy and
consistency of data

Drive lower costs while enhancing

business product development

Contributing to the Smooth Operation of Markets

As an active participant in both primary and
secondary markets, Nomura’s Wholesale business
plays a key role in ensuring the flow of capital and
liquidity around the globe. Our efforts help
connect businesses seeking funding with investors
seeking investment opportunities, and our
readiness to provide liquidity to investors bolsters
confidence in the markets, contributing to the
smooth function of the world’s capital markets as

well as supporting innovation, the creation of jobs
and economic development.

Additionally, we offer a range of innovative
products and services which enable our clients to
flexibly meet the variety of challenges posed by
the introduction of the Corporate Governance
Code such as the need to dispose of cross
shareholdings and accessing funding while
minimizing equity dilution.

Fostering the Development of the Green/
Social Bond Markets

ESG (Environmental, Social and Governance) investing continues to gain momentum as the importance of
social and environmental issues continue to gain traction around the globe and Wholesale is actively
engaged in efforts to contribute to the development of these markets.

In Japan the Wholesale Division is actively
engaged in the development of the green/social
bond markets. In addition to establishing a
dedicated ESG bond team in 2017 to better meet
client needs, we underwrite various green/social
bond issuances such as Japan Railway
Construction, Transport and Technology Agency
Green Bonds and JICA (social) bonds, provide
guidance to prospective issuers of green/social
bonds and advise them regarding their own such
issuances.

Furthermore, Wholesale seeks to contribute to the

(billions of USD)
200

accumulation of knowledge and the development
of understanding of the green/social bond market
by market participants through a variety of
educational initiatives, such as participating in a
dedicated cross-sector green/social bond
research group established by Nomura Research
Institute, participating as a panelist in the
“Developments in the Green and Social Bond
Markets” seminar co-hosted by ICMA and the
JSDA in November 2017, and most recently,
co-hosting a green bond seminar together with
Bloomberg in May 2018.

Global labeled green bond issuance volume

Bond Markets” seminar in November, 2017

— ; 102.2
- i 37.3
Participated as a panelist in the “Developments in the Green and Social
14.7
4.2 l
| -

170.9

6.6
0 15 0.5 0.8 3.8
|

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
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g For information on Nomura’s Green/Social Bond initiatives, to page 47-48
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