
Opening Remarks: Atsushi Yoshikawa, President and Group COO 

Thank you for joining us for Nomura Holdings„ second quarter earnings call.   

I will first say a few words before handing over to our CFO Junko Nakagawa to give you an overview of our 

financial results. 

  

At the investor day on September 6, we announced our management targets for March 2016, the year of our 

90th anniversary, and a series of measures for our Wholesale business. 

  

Since then, I have had the opportunity to speak to many stakeholders and I would like to thank you all for your 

encouragement and valuable feedback. 

  

The earnings environment remains challenging for global financial institutions. The most pressing issue for 

Nomura is to lower our break-even point in Wholesale to deliver stable earnings without relying on a market 

recovery. At the same time, we need to understand the diverse needs of our clients, further enhance cross-

border and cross-divisional collaboration, and provide high value-added solutions. 

  

In our second quarter results which we are about to run you through, Retail and Asset Management continued 

to deliver stable earnings. Within Wholesale, Fixed Income made a solid contribution to revenues in each 

region. In addition, in Investment Banking, closer collaboration across regions and divisions in our focus 

sectors of FIG, Financial Sponsors, Retail/Consumer, and Resources/Energy led to a number of cross-border 

mandates and we gained further traction during the quarter. 

  

The equities market remained challenging with subdued market activity and lower liquidity on major markets. 

However, since announcing our Fit for the Future plan we have communicated closely with our clients 

regarding our new business model to consolidate our execution services into Instinet. While there are slight 

differences by region, on the whole we believe investors are starting to understand our strategy. 

  

With that, I will now hand you over to our CFO Junko Nakagawa to run through the highlights of our second 

quarter financial results. 
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Q2 Financial Results: Junko Nakagawa, CFO 

I will now give you an overview of our financial results for the second quarter of the fiscal year 
ending March 2013. Please turn to page three of the document titled “Consolidated Results of 
Operations”. 

  

Executive summary 

Net revenue for the second quarter was 401.7 billion yen, an increase of 9 percent compared to last 
quarter. Income before income taxes was 35.4 billion yen and net income was 2.8 billion yen, 
representing quarter-on-quarter increases of 80 percent and 49 percent, respectively. This was our 
fourth straight quarter of profits. 

  

Income before income taxes from our three business segments totaled 15.7 billion yen and all 
business divisions were profitable. 

  

Despite the challenging environment, Retail and Asset Management remained resilient, contributing 
to firm-wide earnings. 

  

Wholesale returned to profitability on higher revenues in the Americas, EMEA, and Japan, driven by 
Fixed Income. This more than offset an increase in expenses of approximately 6 billion yen related 
to a reduction in headcount. 

  

For the first half of the fiscal year, net revenue was 770.9 billion yen, up 22 percent over the same 
period last year, income before income taxes was 55.1 billion yen, and net income was 4.7 billion 
yen. As such, we returned to profit on a half yearly basis, compared to the loss booked for the first 
six months last fiscal year. 
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Page four gives you an overview of the results and page five shows business segment 

results. 
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Total income before income taxes from our three business segments was, as I said, 15.7 

billion yen, and for the first half it was 24.7 billion yen. In the second quarter we also 

reported a 12.4 billion yen unrealized gain on investments in equity securities held for 

operating purposes, which includes an unrealized gain from unlisted equities.  

  

I will now give you an overview of the results in each business segment. Please turn to 

pages six and seven for Retail. 
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The market environment in Retail remained challenging in the second quarter with 

subdued investor risk appetite. Net revenue declined 2 percent from the prior quarter to 

80.8 billion yen. Income before income taxes declined 10 percent to 11 billion yen. 

  

Sales of bonds slowed due to the low interest rate environment, but investment trust sales 

were resilient compared to the overall market. Retail revenues were also supported by 

stock sales related to large primary offerings. 
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The graph on the bottom left of page seven shows a slight net outflow of client assets, but 

we continued to expand our client franchise and the number of client accounts exceeded 5 

million as shown on the bottom right. 

  

While we expect the challenging market environment to continue for some time, we remain 

focused on providing consulting based services to meet the needs of our retail clients. 

  

Please turn to pages eight and nine for Asset Management 
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Asset Management reported net revenue of 15.4 billion yen and income before income 

taxes of 4.6 billion yen. 

  

Although revenues declined 6 percent quarter on quarter and pretax income was down 15 

percent from last quarter when we booked revenues from dividends, Asset Management 

continued to control costs and deliver stable earnings for the firm.   

  

The investment trust business booked inflows mainly into public stock investment trusts 

thanks to a product offering matched to the diverse needs of our clients and continued 

sales support. 

  

In the investment advisory business, we won more international mandates for high-yield 

bonds and Japanese and Asian equities. 
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As shown on the bottom right of page nine, the defined contribution pension system is 

gaining popularity in Japan and the number of participants has increased by 4.4 million 

over the past 10 years. Nomura Asset Management has gained an industry-leading 

market share in the business by expanding its lineup of defined contribution investment 

trusts and collaborating with other divisions in the firm. We are now focused on providing a 

diverse range of investment opportunities and enhancing investment performance. 

  

Please turn to page 10 for an overview of Wholesale. 
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Wholesale reported net revenue of 137.1 billion yen, an increase of 12 percent quarter on 

quarter. As I said, we booked a one-off charge during the quarter of approximately 6 billion 

for expenses related to our cost cutting program. Despite this, Wholesale returned to profit 

with income before income taxes of 0.2 billion yen.   

  

As you can see on the bottom left, revenues were well balanced across all regions. 

  

Next, I will give you a breakdown of Wholesale results, starting with Fixed Income on page 

11. 
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Fixed Income net revenue increased 24 percent from last quarter to 88.6 billion yen, the 

highest level in nine quarters. 

  

Revenues were well balanced across all products and regions. The graph on the top right 

shows growth in both international revenues and our global client franchise. 

  

Please turn to page 12 for Equities. 
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Equities reported net revenue of 32.1 billion yen, a sequential decline of 14 percent. 

  

Client revenues declined on the back of subdued trading activity globally. In trading 

revenues, lower liquidity and volatility on major markets affected revenues from derivatives 

businesses. 

  

Given this environment, we started reorganizing our Equities business as announced in 

September.  

  

We are migrating execution services in Europe, the Americas, and Asia to Instinet and 

consolidating our derivatives businesses for greater efficiency and to enhance our product 

offering and services.  

  

Please turn to page 13 for Investment Banking 
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Investment Banking net revenue increased 24 percent quarter on quarter to 16.4 billion yen. 

Gross revenue was up 40 percent at 33.3 billion yen. ECM revenues increased primarily in 

Japan and EMEA and we won a number of mandates in our focus sectors and key products 

in each region. 

  

We continued to see results in our global business during the second quarter. 

  

As shown on the right, we executed a number of high-profile M&A deals and financing 

transactions centered on Asia. We were also involved in local deals in EMEA and the 

Americas in the natural resources sector and businesses for financial sponsors and financial 

institutions. 

  

We will continue to focus on areas where we have a competitive advantage. 

  

Please turn to page 14 for an overview of expenses. 
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Non-interest expenses increased 5 percent in the second quarter to 366.3 billion yen. The 

main factors behind the increase include: 

  

One-off expenses of 6.7 billion yen related to Wholesale cost reductions were booked in 

compensation and benefits. 

A goodwill impairment charge of 8.3 billion yen related to Wholesale was booked on Other 

expenses. 

  

Excluding these one-off costs, firm-wide expenses were roughly unchanged from last 

quarter. 

 

 

Page 15 gives an update of our cost reduction program. 
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The 1 billion dollar cost reduction in Wholesale is allocated as 43 percent in personnel 

expenses and 57 percent in non-personnel expenses. 

  

Personnel expense reductions will be achieved through headcount reductions, 

postponing the replacement of leavers, curbing new hires, and business efficiencies. 

  

The reductions for non-personnel expenses include controlling IT system expenses and 

cost saves related to headcount reduction 

  

As of the end of September,  27 percent of the planned reductions were underway.  

  

This slide outlines the schedule we are working to in order to reach our target by the end 

of March 2014. 

  

Please turn to page 16 for an update of our balance sheet. 
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Total assets at the end of the quarter were 35.4 trillion yen. Gross leverage was 16.9 times 

and net leverage was 10.6 times. Our capital ratios at the end of September shown on the 

bottom left are roughly unchanged from the end of June. 
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Page 17 shows our funding and liquidity. I will leave it for you to look through later, except 

to say that there are no significant changes from the end of June. 
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Page 18 shows our exposure to European peripheral countries. 

 

Our net country exposure at the end of September was 3.19 billion dollars, representing an 

increase of 980 million dollars from our exposure of 2.21 billion dollars at the end of June. 

The increase is mainly attributable to a rise in sovereign-related inventory in Spain and 

Ireland. However, this exposure consists entirely of trading assets that are marked-to-

market on a daily basis and we are managing our positions prudently. 

  

 

That concludes the overview of our second quarter results. Today, we also announced a 

dividend of 2 yen per share payable to shareholders of record as of September 30, 2012. 
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