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Thank you for joining us for our second quarter conference call for the fiscal year ending 
March 2011. I am Masafumi Nakada, CFO of Nomura Holdings.

I will first give you give an overview of highlights of our second quarter results using the 
presentation materials entitled: “Consolidated Results of Operations”.

Please turn to page four.
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Net revenue for the quarter was 275.6 billion yen, an increase of 6.1 percent from the prior 
quarter. Income before income taxes was 21.6 billion yen and net income was 1.1 billion 
yen. Business segment income before income taxes was 35.6 billion yen and all three 
divisions were profitable in the quarter.

Wholesale net revenue increased 50.5 percent quarter on quarter to 163.4 billion yen.

In Global Markets, Fixed Income revenues jumped 89.9 percent and Equities revenues 
were up 19.2 percent over last quarter. Overall, Global Markets net revenue grew by 49.7 
percent.

Investment Banking gross revenue increased 36.7 percent thanks to Japan ECM and 
revenue growth in Asia and EMEA.

Net revenue in Retail of 87.8 billion yen was down 20.9 percent from a very strong first 
quarter due to yen appreciation and a slump in the domestic stock market.

Asset Management net revenue increased 6.5 percent quarter on quarter to 19.3 billion yen 
as we increased our share of the investment trust market in Japan and expanded assets 
under management in our domestic and international investment advisory business.

(Next page)
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(Continue)

Turning now to first half results, net revenue for the six month period was 535.4 billion yen, 
a decline of 10.5 percent compared to the same period last year. Income before income 
taxes was 28.1 billion yen and net income was 3.4 billion yen.

During the first half of our fiscal year, market conditions turned down sharply following the 
sovereign crisis in Europe in May and overall fee pools shrunk, resulting in a challenging 
environment. Amid these uneasy conditions we continued to make progress in our strategic 
initiatives of growing our client franchise, establishing a strong US platform that 
complements our global franchise, and expanding M&A business globally. 

Our Tier I common ratio as of the end of September was 16.4 percent. 

Although all the details of Basel III have not been made clear yet, we estimate that under 
the framework as it currently stands, we will have a Tier I common ratio of about 12 percent 
at the end of March 2013. We expect to have capital well above the required levels under 
Basel III.

Today, we also announced a dividend of four yen per share payable to common 
shareholders of record on September 30, 2010.

Please turn to page six.
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The graph on the right gives a breakdown of revenues: 57 percent of second quarter 
revenues came from Japan and 43 percent from outside Japan.

Next, I will outline the second quarter highlights for each division. 

Please turn to page 7.



7

Retail net revenue was 87.8 billion yen and income before income taxes was 22.8 billion 
yen. Retail client assets declined slightly due to the stronger yen, but net asset inflows for 
the quarter were 458.3 billion yen.

Please turn to the next page.
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We maintained our focus on providing consulting-based services and responded accurately 
to client needs to ensure ongoing inflows of new funds mainly into foreign bonds and 
overseas-focused investment trusts. Foreign currency denominated assets are increasing 
as a percentage of Retail client assets.

To further enhance the quality of our retail services and improve efficiency, we will upgrade 
our Retail business systems.

We plan to introduce Nomura Research Institute’s Star IV system for an expected 
investment in the tens of billions of yen.

In addition, this month we decided to open an offshore center in Dalian, China, for our retail 
operations. We already have an offshoring operation in Powai, India, that functions in 
English. The Dalian center will operate in Japanese. This is a first for a Japanese financial 
institution. These investments will allow us to reduce costs over the medium to long term.

Please turn to the next page.
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Net revenue in Asset Management was 19.3 billion yen and income before income taxes 
was 5.2 billion yen. Assets under management grow 5 percent to 23.3 trillion yen.

The graph on the bottom left of the next page shows net inflows into publicly offered stock 
investment trusts of 440 billion yen, representing another strong quarter of inflows.



10

As you can see on the top right, in our investment advisory business we improved our 
offering of absolute return products and UCITS III funds while growing the business.

Page 11 shows Wholesale net revenue of 163.4 billion yen and income before income 
taxes of 7.6 billion yen. The graphs on the right give you an idea of the difficult market 
conditions we faced. Despite the challenging market and significant decline in revenues at 
our global peers, we were able to report a strong rebound in revenues from the prior 
quarter.

Please turn to the next page.
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Client activity in Global Markets was weak in July and August, but improved in September. 
In Fixed Income, revenues from Rates, Credit, Securitized Products, and FX increased, 
while in Equities an improvement in derivatives and convertible bonds contributed to 
revenues. 

Please turn to the next page.
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In Investment Banking, we ranked number nine in the year-to-date EMC global league 
table and number 13 in the global M&A rankings, both up from our position at the same 
time last year.

We have the leading market share in Japan in both ECM with a 35.7 percent share and 
M&A with a 43.9 percent share.

The next page shows the segment “Other”, which includes a fair value loss on our own 
debt of 5.6 billion yen. Although not shown in the segment data, we also recorded a 5 
billion yen unrealized loss on investment securities during the quarter.

Please turn to the next page.
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Non-interest expenses edged up 0.3 percent from the prior quarter to 254 billion yen, which 
represents a 6.9 percent year-on-year decline.

Compensation and benefits rose 3.8 percent quarter on quarter but declined 13.6 percent 
year on year.

In non-personnel expenses, information processing and communications and occupancy 
and related depreciation both increased due to investment for growth mainly in the US. We 
continued our drive to cut costs, reducing business development and other expenses so 
that overall expenses were roughly flat.

Given that expenses are normally higher in the second quarter than the first, you can see 
that we are keeping a disciplined control on costs. We will continue to tightly control costs 
while investing in medium term growth areas.

Please turn to the next page.
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Our financial position remains robust.

Our Tier 1 ratio at the end of September was 16.5 percent and our Tier 1 common ratio 
was 16.4 percent. As shown on the bottom left, our ratios are among the highest in the 
industry. Total assets were 34.3 trillion yen, shareholders’ equity was 2.1 trillion yen, gross 
leverage was 16.7 times, and net leverage was 9.8 times. Level 3 assets were 900 billion 
yen, or 44 percent of Tier 1 capital.

Turning to the next page, you can see our capital levels based on the Basel III framework 
as currently disclosed. Given that all the details are not clear yet, we have provided this 
information as a rough estimate only to give you some idea of how we should be 
positioned.
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Risk-weighted assets as of the end of September were 11 trillion 750 billion yen. Factoring 
in the increase under the Basel III framework and reductions in investment securities and 
unrated securitized products, we expect risk-weighted assets to be around 19 trillion yen at 
the end of March 2013. Based on analyst forecasts, Tier 1 common capital is calculated to 
be 2.3 trillion yen at the end of 2013. Using these inputs, our Tier 1 common ratio would be 
12 percent in March 2013, which puts our capital level well above the requirements under 
the Basel III framework.

The next page outlines our strategic initiatives from the start of the fiscal year.



18

The next page gives you an overview of growth in our client franchise.
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In Global Markets, growth of our client franchise is a key factor in expanding our business. 
As the graphs show, we made significant progress in growing our client franchise during 
the first half across all regions.

In Fixed Income we are well positioned as a global player in the core product areas of 
Credit and Rates.

In Equities, we topped the convertible bond rankings in Japan and Asia and placed fifth in 
Europe. Our US team, which was only launched in April, also made it into the rankings. 
These achievements demonstrate how we are gaining market recognition globally. We are 
also increasing our market share on the major exchanges in Asia.

The next page shows the momentum in our US business. 
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Fixed Income was the first area we launched and we have seen trading volumes increase 
in our core product areas of Rates, Credit, Securitized Products, and FX. In Equities, we 
have a full product offering including US equities, program trading, convertibles, and 
derivatives. Trading volumes have been increasing since the summer.

We now have 100 people in Investment Banking in the US and we have been named 
advisor to Prudential Financial on its acquisition of the Japanese entities AIG Star and AIG 
Edison. 

Please turn to the next page.
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In cross-border M&A, we are seeing an increase in high profile deals, advising on the GDF 
Suez and International Power deal among others. In addition to revenues from advisory 
services, we are increasing revenues from multi-product businesses that include financing 
and forex components.

Please turn to the next page.
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Thanks to the growth of our global client franchise and added syndication capabilities, we 
executed a number of leveraged finance transactions during the first half and we were 
nominated as global bookrunner on dollar bond issues, extending our reach into new 
areas.

Turning now to recent performance in October on the next page, we are acting as sole lead 
manager in a capital raise by Tokyo Electric Power Company and working on major 
solutions deals outside Japan. So the second half has started strong.

Looking ahead, our strategy remains the same: to increase our revenue base by growing 
client flow businesses. The whole firm is focused on becoming a top-tier global investment 
bank. 

Thank you.
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