
Opening Remarks: Atsushi Yoshikawa, President and Group COO 

 First, I will say a few words before handing over to our CFO Junko Nakagawa to go through the 

highlights of our third quarter results. After that we will take your questions. 

  

Earlier today we announced our third quarter financial results, reporting higher net revenue and income 

before income taxes in our Retail, Asset Management, and Wholesale businesses. All regions, including 

our international operations, booked pretax profits. 

  

Retail reported robust sales of equities and investment trusts on the back of an increase in retail 

investor appetite supported by favorable market conditions. In Asset Management, assets under 

management grew as a result of improved investment conditions and fund inflows. Both divisions 

reported significantly higher pretax income.  

  

All Wholesale business lines booked an increase in revenues during the quarter, with Fixed Income the 

key revenue driver. Wholesale pretax income was at the highest level in three years. 

  

On a firm-wide basis, revenues and pretax income declined from the previous quarter due to factors in 

the “Other” segment including a decline in revenues at consolidated entities and the effects of a 

tightening of the credit spread on our own bonds. Our CFO, Junko Nakagawa, will explain these factors 

in more detail in a minute. 

  

The earnings environment for global financial institutions is slowly improving. However, we remain 

focused on seeing through our fit for the future plan in order to deliver stable returns without being 

affected by market conditions. We will continue to serve our clients by providing high value-added 

services and solutions in areas where we have a competitive advantage. 

  

I will now hand you over to our CFO, Junko Nakagawa, to discuss the highlights of our third quarter 

results. 
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Q3 Financial Results: Junko Nakagawa, CFO 

I will now give you an overview of our financial results for the third quarter of the fiscal year 

ending March 2013.  

  

All business divisions reported higher revenues and income in the third quarter driven by 

favorable market conditions. Net revenue from Retail, Asset Management, and Wholesale 

increased 30 percent quarter on quarter to 303.4 billion yen. Income before income taxes rose 

4.6 times to 71.9 billion yen, our best quarter in three years. 

  

However, a number of factors unrelated to our business divisions led to a decline in firm-wide 

net revenue and income before income taxes.  

 

Please turn to page four for an explanation of these factors. 
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Third quarter net revenue declined 3 percent quarter on quarter to 389.1 billion yen. As I said, 

all of our three business segments reported higher revenues. The factors behind the firm-wide 

decline in revenues are reflected in the “Other” segment and include a 16 percent drop in 

revenues at consolidated entities related to Nomura Land and Building to 108.9 billion yen 

and a tightening of our own and other credit spreads which led to a loss of 23.2 billion yen. 

  

In addition, non-interest expenses include a 24.1 billion yen write-down of real estate mainly 

held by consolidated variable interest entities. As a result of these factors, income before 

income taxes was 13 billion yen. 

  

The majority of the 24.1 billion yen real estate write-down is attributable to third parties, not 

Nomura Holdings, so the negative impact on net income is only 2.1 billion yen. 

  

As a result, third quarter net income jumped 7.2 times from the prior quarter to 20.1 billion yen, 

which equates to an annualized return on equity of 3.8 percent. The Wholesale international 

businesses performed well during the quarter and we are seeing results from our cost 

reduction program that started last year. All international regions reported pretax profits. 
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Next, please turn to page five for our business segment results. 

  

Net revenue from our three business segments increased 30 percent from last quarter to 

303.4 billion yen. Income before income taxes was 71.9 billion yen, up 4.6 times sequentially 

to the highest level in three years. A detailed breakdown of each business segment is shown 

from page seven onwards. 
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Please turn to page six for a breakdown of the factors affecting income before income taxes 

and net income. 

  

As you can see, income before income taxes from our three business segments was robust, 

increasing by 4.6 times quarter on quarter to 71.9 billion yen. After deducting the 23.2 billion 

yen loss related to own credit and the 24.1 billion yen real estate write-down at consolidated 

entities, income before income taxes was 13 billion yen. 

  

Of the 24.1 billion yen real estate write-down, 19.5 billion yen is not attributable to Nomura 

Holdings and is factored out as non-controlling interests. Accordingly, third quarter net income 

attributable to Nomura Holdings was 20.1 billion yen. 
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Turning now to business performance, the results for Retail are shown on pages seven and 

eight. Net revenue increased 18 percent quarter on quarter to 95.7 billion yen and income 

before income taxes increased 85 percent to 20.3 billion yen. The market turned favorable in 

December, prompting an increase in risk appetite among retail investors and a 23 percent rise 

in total sales driven by equities and investment trusts. 

  

Retail’s broad product offering and continued focus on providing consulting-based services 

led to client asset net inflows. Robust revenues more offset a rise in expenses that included a 

6 billion yen charge related to the disposal of IT systems. 
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Turning to Asset Management on pages nine and ten, net revenue increased 22 percent to 

18.8 billion yen. Income before income taxes was up 60 percent at 7.3 billion yen, marking the 

strongest quarter since the first quarter of last fiscal year. 

  

The improved investment environment and fund inflows led to a rise in net assets under 

management of 2.4 trillion yen to total 25.1 trillion yen at the end of the quarter. Performance 

fees also contributed to Asset Management earnings. 



10 



11 

Please turn to page 11 for Wholesale. 

  

Net revenue in Wholesale increased 38 percent to 189 billion yen. Income before income 

taxes improved significantly quarter on quarter to 44.4 billion yen. 

  

Improved market conditions added to higher revenues in all businesses and across each 

region of our international operations. Our efforts to reduce costs continue to gain traction and 

we booked one-off expenses of 3 billion yen related to cost reductions in the third quarter. 

  

In December we established Global Markets to promote further collaboration between Fixed 

Income and Equities and to allocate management resources more efficiently. As such, the 

Wholesale division now comprises two business divisions: Global Markets and Investment 

Banking. 
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First, Fixed Income performance is shown on page 12. 

  

Fixed Income net revenue was 110.7 billion yen, up 25 percent sequentially and the strongest 

quarter since 2009. Steady client revenues coupled with stronger trading revenues meant 

revenues were well balanced across all regions and products. 

  

Revenues were up in all international regions and increased significantly in Japan when you 

exclude the effect of an unrealized loss related to a change in the valuation method used for 

certain derivatives. 
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Please turn to page 13 for Equities. 

  

Net revenue in Equities increased 47 percent to 47.3 billion yen. Client revenues declined 3 

percent quarter on quarter due to a slowdown in activity in Europe and the US. However, 

Japan reported a stronger quarter as global investors returned to Japanese equities.  

Volatility and stock price indices rose into December and trading revenues rebounded in each 

region. 

  

The reorganization of our global Equities business announced in September is also on track. 
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Please turn to page 14 for Investment Banking. 

  

Net revenue in Investment Banking rose 89 percent to 30.9 billion yen. “Other” revenue 

posted a significant gain on the sale of Annington, a private equity investee company, during 

the third quarter. 

  

Investment Banking gross revenue remained roughly unchanged at 33.4 billion yen. 

  

In Japan, the ECM business contributed to earnings, driven by REIT related deals. 

Internationally, revenues were up in each region and the Americas reported its best quarter 

since the start of the build out in 2011. 

  

We continued to make progress in cross-regional collaboration and ranked number one in the 

Japan-related ECM, M&A and Samurai bond league tables as well as taking the number nine 

spot in the global M&A rankings. 
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Please turn to page 15 for an outline of expenses. 

  

Non-interest expenses increased 3 percent from the previous quarter to 376.1 billion yen. 

Compensation and benefits was up 1 percent due to the increase in revenues, but the run rate 

is down, reflecting our revised cost base. 

  

Despite a decline in cost of goods sold at consolidated entities, “Other” expenses increased 

quarter on quarter due to the 24.1 billion yen real estate write down and the 7.3 billion yen 

charge related to the disposal of IT systems. 
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Please turn to page 16. 

  

The additional 1 billion dollar cost reductions announced last September are progressing on 

schedule. We continue to focus on reducing both personnel and non-personnel expenses as 

we aim to complete 78 percent of the reductions by the end of March. At the end of 

December, we had completed approximately 50 percent. 
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Please turn to page 17 for an overview of our balance sheet. 

  

Total assets were 38.6 trillion yen, gross leverage was 17.8 times, and net leverage was 11.6 

times. 

  

At the end of December our Tier 1 ratio was 16.9 percent and our Tier 1 common ratio was 

14.9 percent. Both ratios improved significantly compared to the end of September because 

we started calculating credit risk assets using the internal model method on December 31. 

  

Applying Basel 3 to our balance sheet at the end of December results in an increase in both 

credit risk and market risk, giving Tier 1 and Tier 1 common ratios of 10.6 percent. 
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Page 18 outlines 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 September. 
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Lastly, on page 19 you can see that our net country exposure to European peripheral 

countries at the end of December was 2.94 billion dollars, representing a decline of 250 

million dollars from our exposure of 3.19 billion dollars at the end of September. Sovereigns 

account for 70 percent of this exposure as non-sovereign inventory declines and sovereign 

inventory increases. Our inventory consists entirely of trading assets that are marked-to-

market on a daily basis and we will continue to manage our positions prudently. 

  

That concludes our overview of third quarter results.  



Closing Remarks: Atsushi Yoshikawa, President and Group COO 

  

Given the constantly changing competitive and regulatory environments, it’s hard to be 

optimistic. That said, we are transforming ourselves under the fit for the future plan in order to 

align the firm with social changes and the needs of our clients.  

  

The clients who look to Nomura for services and solutions face a diverse range of issues. We 

will deliver high value-added services to these clients by further enhancing cross-divisional 

collaboration in Retail, Asset Management, and Wholesale, and by stepping up cross-regional 

collaboration centered on Asia including Japan. 

  

By implementing these measures, we aim to achieve earnings per share of 50 yen in the fiscal 

year ending March 2016, the year of our 90th anniversary. 

  

Thank you for taking the time to join today’s call. 
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