
I will now give you an overview of our results for the first quarter ended June 2017. 

  

Please turn to page two. 
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The first quarter got off to a slow start due to heightened geopolitical risks such as 

elections in Europe and the situation surrounding North Korea. Into the latter part of the 

quarter, stocks rallied and client activity picked up as the French elections turned out as 

expected and economic indicators in Japan and the US remained solid.  

  

Amid this environment, revenues improved each month and total net revenue for the 

three months was 360.8 billion yen, up 3 percent quarter on quarter. 

  

As you can see on the bottom right, three segment income before income taxes 

increased 2 percent quarter on quarter to 63.8 billion yen. Apart from the third quarter 

last year, this has been trending above the 600 billion yen mark, although with some 

variation in underlying performance for each business. 

In our international business, where we have been working to improve profitability, robust 

risk management and stringent cost controls led to income before income taxes of 15.5 

billion yen, marking the fifth straight quarter of profitability.  

  

Group income before income taxes was 77.4 billion yen, down 6 percent quarter on 

quarter due to a decline in pretax income other than the three business segments. Net 

income for the quarter slipped 7 percent from the previous quarter to 56.9 billion yen. 

Annualized ROE was 8.1 percent and EPS was 15.77 yen. 

  

Next, let’s take a look at the results for each business. Please turn to page 5 for Retail. 
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Net revenue was 101.7 billion yen and income before income taxes was 24.9 billion yen, 

both roughly unchanged from the previous quarter. The market rally led to an 

improvement in retail investor sentiment and we reported an uptick in sales of secondary 

stocks and investment trusts. 

 

Although total sales declined 16 percent, that is due to slower sales of JGBs for 

individual investors following the record high last quarter. Excluding this impact, total 

sales were roughly flat quarter on quarter.  
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The graph on the bottom left of page 6 shows quarterly sales of investment trusts and 

investment trust assets under management. Both of these increased quarter on quarter 

driven by inflows into India stock and thematic products as well as low risk products 

aimed at distributing income. The graph on the bottom right shows continued net inflows 

into discretionary investments with assets under management growing to over 2.5 trillion 

yen. 

 

Annualized recurring revenue grew to 80.9 billion yen and our expense coverage ratio 

was 26 percent as the steps we have taken to expand client assets combined with 

favorable market factors.  

 

Please turn to page 7 for Asset Management. 
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Net revenue increased 21 percent to 28.1 billion yen and income before income taxes 

climbed 56 percent to 13.6 billion yen. As shown on the bottom left, assets under 

management reached a record high for the third straight quarter at 46.1 trillion yen, 

pushing up asset management fees. We also booked a gain related to American Century 

Investments. 

  

Please turn to page 8. 
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The graph on the top left shows first quarter inflows of 230 billion yen. Of this, the 

investment trust business reported inflows of 316 billion yen mainly into ETFs and MRFs. 

This combined with an increase in the market value of investment trusts to drive Nomura 

Asset Management’s share of the public investment trust market to over 26 percent, as 

shown here in the graph on the top right. 

  

The bottom right outlines how we are collaborating with ACI. Last year, we started 

distributing a US stock fund managed by ACI to our clients. And in May this year, we 

started providing our US high yield bond management services to ACI’s retail funds. 

These are some examples of how we have started collaborating to provide products to 

each other. 

  

Please turn to page 9 for Wholesale. 
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Net revenue increased 5 percent quarter on quarter to 179.3 billion yen. Investment 

Banking revenues declined partially due to seasonal factors related to the first quarter. 

Global Markets revenues increased on the back of robust risk management and 

monetization of an uptick in client activity in the latter half of the quarter. 

 

Wholesale expenses increased 8 percent quarter on quarter to 154 billion yen. On an 

annualized US dollar basis, that translates to around 5.5 billion dollars, but we are 

maintaining our run rate costs at around 5.2 billion dollars. 

 

Expenses this quarter were above the run rate because of higher bonus provisions in line 

with revenues and a technical factor in which the recognition of deferred compensation 

was higher than normal. We haven’t loosened our grip on controlling expenses. We will 

continue to work on lowering our cost base with a particular focus on fixed costs. 

 

With this increase in expenses, first quarter income before income taxes in Wholesale 

was 25.4 billion yen, down 10 percent quarter on quarter. 

 

Please turn to page 10 for an overview of Global Markets. 
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Net revenue increased 7 percent quarter on quarter to 154.2 billion yen. Fixed Income 

revenues grew 11 percent to 95.7 billion yen as our Emerging Markets and G10 FX 

businesses improved. 

 

As shown on the right, EMEA slowed from the particularly strong previous quarter, while 

Japan was up on stronger revenues in Rates and FX and AEJ has a better quarter as the 

Emerging Markets related business improved. 

 

Equities net revenue was 58.5 billion yen, up 3 percent quarter on quarter on higher 

Derivatives revenues in Japan and the Americas. 

 

Please turn to page 11 for Investment Banking. 
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As shown on the top left, net revenue declined 9 percent to 25.1 billion yen. 

 

Gross revenue, which represents revenues from clients before allocation to other 

divisions, was 45.4 billion yen. 

 

Revenues declined compared to last quarter, which was partially attributable to seasonal 

factors such as a decline in financing mandates ahead of the shareholder AGM season 

in Japan. All regions reported stronger revenues year on year. 

 

In Japan, DCM mandates increased and the Solutions business, such as the sale of 

shares held by corporates, contributed to revenues. 

 

Internationally, we were able to increase M&A multi-product deals and grow our Solutions 

business such as FX and Rates hedging by stepping up collaboration across divisions 

and regions. The result of this is shown on the top right. International gross revenue 

increased by 40 percent over the same period last year. Our international business 

accounted for 50 percent of Investment Banking revenues. 

 

Please turn to page 12 for an overview of expenses. 
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Non-interest expenses were up 6 percent at 283.4 billion yen.  

 

This is mainly due to compensation and benefits, specifically higher bonus provisions. 

We take into account full year performance when determining bonuses and our quarterly 

provisions are not perfectly aligned with revenues each quarter. We will look at full year 

revenues and maintain our focus on pay for performance while tightly controlling our cost 

base. 

 

In addition, this quarter included a technical factor whereby the recognition of expenses 

for deferred compensation granted as part of bonus payments was higher than usual. 

 

Other expense items generally declined quarter on quarter. 
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As you can see on page 13, we maintain a robust financial position. 

 

Our Tier 1 ratio at the end of June was 19.1 percent and our CET1 ratio was 18.1 

percent. Applying the fully-loaded 2019 Basel III standard to our balance sheet at the end 

of June gives a CET1 ratio of 17.8 percent. 

 

That concludes the review of our first quarter results. 
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Before I finish, let me add that in Retail we reorganized our structure to do away with the 

previous regional-based approach. By giving branch managers more discretion, we are 

better placed to deliver the best value added solutions to each client tailored to the 

specific requirements of each region. While this hasn’t shown up in our financials yet, we 

are sowing the seeds for future growth as we see more client contact and branch offices 

coming up with their own bespoke strategies. 

Asset Management continued to increase assets under management on ongoing inflows. 

 

In July, both Retail and Asset Management have maintained their momentum from the 

first quarter. Looking at such indicators as the ratio of job offers to job seekers or recent 

performance in the corporate sector, you can see that the outlook for the Japanese 

economy is bright. If this trend continues to gain traction, we expect to see upside for the 

Nikkei and an improvement in retail investor sentiment. 

 

Globally, the environment in April and May was challenging, marked by low market 

volatility and a drop off in client activity. But through stringent risk management and tight 

cost control, we were able to book profits in all international regions. Although we are not 

yet satisfied with the level of profits, we are seeing good momentum as the profitable 

trend continues. 

 

In July, uncertainty surrounding monetary policy has investors increasingly taking a wait-

and-see stance and Wholesale performance has slowed slightly compared to the first 

quarter. The revenue environment calls for continued vigilance. We will continue to tap 

into client flows while managing expenses and risk to ensure we have a sustainable 

business platform. 

 

Thank you.  
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