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

ending March 2015 using the document titled “Consolidated Results of Operations”.

Please turn to page two.
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We faced a challenging environment in the first quarter as geopolitical risk increased 
and investors weighed the outlook for monetary policy. This led to lower volatility 
globally and a decline in market trading volumes.

Amid this environment, Retail and Asset Management both reported higher revenues 
quarter on quarter, while Global Markets delivered solid revenues in line with last 
quarter. As a result, net revenue from our three core business segments increased 1 
percent over last quarter.

At the Group level, net revenue declined 5 percent to 370.8 billion yen due to a 7 billion 
yen loss related to tightening of our own credit spread and following the 18 billion yen 
realized gain booked last quarter on the sale of Fortress shares. 

We also booked 18 billion yen in Full Career Retirement, or FCR, related expenses, a 
factor which increases costs specifically in the first quarter.

The FCR scheme was introduced last year for stock options and other deferred 
awards. Under the scheme, employees who meet certain criteria in terms of corporate 
title and length of service don’t have to forfeit deferred awards even if they leave the 
firm voluntarily as long as they don’t go to a competitor. Such schemes are widely 
adopted by US and European financial institutions.

As a result of these factors, pretax income declined 42 percent quarter on quarter to 
51.7 billion yen, and net income declined 68 percent to 19.9 billion yen. ROE for the 
quarter was 3.2 percent and EPS was 5.26 yen.
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Page four gives an overview of business segment results and shows where the items I 

have just mentioned are included, which you can confirm later.
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I will now give you an overview of performance in each business. Please turn to page 

five for Retail.

Although sales of stocks slowed due to a decline in market volumes, sales of 

investment trusts rebounded during the quarter.

As a result, net revenue increased 9 percent quarter on quarter to 106.9 billion yen, 

and pretax income grew 36 percent to 31.6 billion yen.

From this quarter we have included a new indicator called “net inflows of cash and 

securities”, which you can see here in the middle of the right hand side. This replaces 

“net asset inflows” and makes it easier to track actual flows of cash and securities, 

giving a more accurate indication of the growth of client assets. 

Last quarter, net inflows of cash and securities was negative 365.8 billion yen, but in 

the first quarter it turned positive to 472.9 billion yen. As shown on the bottom left, 

Retail client assets climbed to 95.3 trillion yen, the second highest level ever, 

supported by market gains.
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As shown on the bottom left of page six, net inflows into investment trusts and 

discretionary investments have been trending up each month and sales of insurance 

products have increased significantly, as you can see on the bottom right. This 

demonstrates that we are starting to see tangible results from the transformation of our 

retail business model, reflecting a greater focus on making proposals based on an 

understanding of each client’s individual life plan.
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Please turn to page seven for Asset Management.

Net revenue was 23.3 billion yen driven by an increase in assets under management 

and dividend income. This represents the best revenue quarter since September 2007.

ING Securities Investment & Trust, the Taiwanese firm we consolidated from this 

quarter, has started contributing to Asset Management earnings.

Pretax income increased by 56 percent compared to the last quarter to 8.3 billion yen, 

despite booking FCR related expenses.
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Please turn to page eight.

The graph on the bottom left shows that net inflows into the investment trust business 

excluding ETFs totaled 496 billion yen. As you can see on the right, assets under 

management in Fund Wrap and SMA discretionary investments, an area Retail is 

focusing on, rose sharply in the first quarter.

Our investment management capabilities continue to receive high recognition and we 

won a total of 13 awards in the R&I Fund Award 2014, the highest number of awards 

among all recipients.
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Please turn to page nine for an overview of Wholesale.

Net revenue declined 5 percent quarter on quarter to 188.9 billion yen. Investment 

Banking revenues slowed from last quarter due to seasonal factors, while Global 

Markets capitalized on revenue opportunities to deliver solid revenues in line with last 

quarter, despite the uncertain market conditions.

In addition, the majority of the 18 billion yen in FCR related expenses I mentioned 

earlier were booked in Wholesale, which pushed down pretax income by 83 percent to 

5.7 billion yen.
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Please turn to page 10 for an overview of each Wholesale business line.

First, Global Markets.

Fixed Income net revenue inched down 3 percent quarter on quarter to 104.5 billion 

yen as Credit and Securitized Products offset a slowdown in Rates. This represents a 

solid performance compared to our peers.

Equities net revenue increased 5 percent to 62 billion yen. Cash Equities remained firm 

and a rebound in Derivatives contributed to revenues.

As you can see in the heat map on the top right, Global Markets revenues in the 

Americas and EMEA were roughly unchanged on an improvement in Equity 

Derivatives, while Credit and FX revenues improved in AEJ.

This creditable performance compared to the decline in revenues across the industry 

of over 10 percent is the result of our efforts to grow our client franchise and diversify 

our business across regions and products.
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Please turn to page 11 for Investment Banking.

Net revenue in Investment Banking declined 30 percent over the previous quarter to 

22.3 billion yen. Gross revenue was 43.2 billion yen.

Investment Banking first quarter revenues were at the second highest level in five 

years, despite declining from last quarter as large ECM deals in Japan slowed. 

Internationally, net revenue declined from the strong prior quarter, but increased in 

each region on a year on year basis.

As shown on the right, we won a number of high-profile mandates in Japan and 

overseas, and further built up our track record in multi-product deals in key focus 

sectors.



12

Please turn to page 12 for an overview of expenses.

Group non-interest expenses increased 6 percent to 319.2 billion yen as compensation 

and benefits rose due to the 18 billion yen in FCR related expenses and a rise in bonus 

provisions in line with performance.

All other expenses declined quarter on quarter.
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Please turn to page 13 for a snapshot of our balance sheet. 

Total assets were 43.9 trillion yen. Gross leverage was 17.8 times and net leverage 

was 11.3 times.

Our Basel 3 Tier 1 and Tier 1 Common ratios were both 13 percent, representing a 

slight decline from 13.2 percent at the end of March. This decline is mainly due to the 

share buyback program we conducted in May.

Applying the fully loaded Basel 3 2019 standard to our balance sheet at the end of 

June, we maintain a high Tier 1 ratio of 11.9 percent.
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On page 14, you will see that there are no significant changes to our funding and 

liquidity from the end of March so I will leave you to look at that later.

<Closing remarks>

To sum up, we gained traction in the first quarter as we started to see the results of the 

transformation of our Retail business and Asset Management was able to capitalize on 

that momentum while also benefiting from new investments.

In Wholesale, we strengthened our resilience to environmental changes by widening 

and deepening our international client franchise and ensuring consistent revenues in 

line with last quarter. 

The efforts we have made over the past two years are starting to show up as tangible 

results, reconfirming that the strategies implemented by management have been the 

right ones. We will step up our efforts to create a lean organization resilient to 

environmental changes and continue to focus on improving profitability.

On August 1, our Group CEO Koji Nagai will speak about our medium to long-term 

management vision and we look forward to seeing you there.

Thank you.
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