
I will now give you an overview of our results for the second quarter ended 

September 2017. 

  

Please turn to page two. 
 



1 



2 

Compared to the same period last year, the first half had relatively fewer major 
market events, and client activity in the fixed income market slowed due mainly to 
historically low interest rate volatility.  
  
On the other hand, the Japanese stock market rallied supported by robust economic 
indicators and a rally in the US. This resulted in a gradual improvement in client 
trading. 
  
Net revenue for the first half was 712.3 billion yen, up 4 percent year on year. Income 
before income taxes increased 11 percent to 160.5 billion yen. 
  
Retail and Asset Management both booked solid earnings growth, spurred on by 
improved market conditions.  
  
Wholesale reported weaker net revenue and income before income taxes due 
primarily to a significant drop year on year in Fixed Income.  
  
As a result, three segment income before income taxes was roughly unchanged from 
the same period last year at 126.8 billion yen. 
  
Income before income taxes outside of the three segments increased on gains 
related to affiliates and a realized gain from securities held. 
  
Net income rose 1 percent year on year to 108.7 billion yen. Annualized ROE was 
7.7 percent and earnings per share was 30.2 yen. 
  
Today was also announced a half-year dividend of 9 yen per share for shareholders 
on record as of the end of September. Our dividend payout ratio was 29 percent. 
  
Today we also resolved to acquire treasury stock to raise capital efficiency and 
ensure a flexible capital management policy. The share buyback program will run 
from November 15, 2017, to March 30, 2018, and have an upper limit of 70 million 
shares of Nomura Holdings common stock or 50 billion yen. 
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 Please turn to page three for an overview of our second quarter results. 

 

Net revenue declined 3 percent to 351.5 billion yen as an increase in Asset 

Management revenues was not enough to offset a significant decline in Fixed 

Income revenues. 

 

Stringent cost control, especially around personnel expenses, meant income 

before income taxes increased 7 percent quarter on quarter to 83 billion yen. 

 

Net income declined 9 percent to 51.9 billion yen. This is due to a higher 

effective tax rate as international income before income taxes dropped 

significantly amid a challenging environment in Fixed Income. 

 

Annualized ROE for the second quarter was 7.3 percent and earnings per 

share was 14.45 yen. 
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Please turn to page six for an overview of results in each business, starting 

with Retail. 

  

Second quarter net revenue in Retail was 101.8 billion yen and income before 

income taxes was 25.5 billion yen, roughly unchanged quarter on quarter. 

  

Sales of primary stocks increased along with bond trading, but sales of 

investment trusts slowed from the strong previous quarter. 

  

Quarter-end Retail client assets climbed to a record high of 115.2 trillion yen. 

Although we booked net outflows of cash and securities of 77.8 billion yen, 

this is due to large stock withdrawal transactions. Excluding this effect gives 

net inflows of more than 400 billion yen. This was driven by the Japan Post 

offering and inflows into low risk assets. 
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The graph on the bottom left shows investment trust sales and assets under 

management. This quarter saw continued inflows into India stock funds and 

income-focused low risk products. Assets under management in investment 

trusts totaled 10.6 trillion yen at the end of September. 

  

As you can see on the bottom right, discretionary investment assets under 

management reached 2.55 trillion yen driven by net inflows and other factors. 

  

This growth in client assets combined with market factors to drive up 

annualized recurring revenue to 84.4 billion yen and the recurring revenue 

cost coverage ratio to 28 percent, the highest level since we started focusing 

on the indicators.  
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Turning now to Asset Management on page eight, net revenue climbed 26 

percent to 35.4 billion yen.  

 

On the bottom left, you can see assets under management reached 48 trillion 

yen, a record high for the fourth straight quarter, which helped lift asset 

management fees. We also booked around 9 billion yen gain related to our 

strategic partner American Century Investments after taking into account its 

profitability and market trends. 

 

As a result, income before income taxes increased to 20.5 billion yen, a 

quarterly high since we first started disclosing segment information in the year 

ended March 2002. 
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Please turn to page nine. 

 

The top left shows inflows of 980 billion yen, of which the investment trust 

business accounted for 890 billion yen with inflows primarily into ETFs and 

core investment trusts. 

 

Nomura Asset management’s share of the public investment trust market was 

26.4 percent as shown on the top right. 

 

The bottom right highlights the progress we are making in the bank channel. 

Asset Management is not only focused on improving performance, but also in 

expanding its distribution channels with city banks and regional banks. Assets 

under management are gradually increasing. If you look just at the regional 

bank channel, investment trust assets under management have increased by 

35 percent over the past year. 
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Next, please turn to page 10 for Wholesale. 

 

Net revenue declined by 11 percent to 159 billion yen. 

 

As I said earlier, low volatility and subdued client activity in the fixed income 

market led to sluggish performance in Fixed Income. Despite executing high-

profile ECM transactions, Investment Banking revenues declined quarter on 

quarter as revenue contributions from M&A and other products were lower. 

 

Wholesale expenses declined 8 percent from last quarter to 142 billion yen. 

This is due to lower bonus provision given our focus on pay for performance 

and because last quarter included a major portion of expenses related to 

deferred compensation. On a US dollar basis, expenses annualized at around 

5.1 billion dollars, highlighting our stringent control of costs. 

 

As a result, income before income taxes was 17 billion yen, down 33 percent 

quarter on quarter. 
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Please turn to page 11 for Global Markets. 

  

Net revenue declined 12 percent from the first quarter to 136.1 billion yen.  

  

Fixed Income declined 18 percent to 78.3 billion yen on weak performance in 

Rates products in EMEA and the Americas. 

  

As you can see in the regional breakdown on the right, AEJ was the only 

region showing positive momentum as Credit improved and Emerging 

markets remained resilient. The other regions all reported softer revenues.  

  

Net revenue in Equities was relatively stable at 57.8 billion yen. The AEJ 

arrow is pointing up on resilient performance in Cash Equities, while Japan is 

also up driven by primary deals. In the Americas, both Cash and Derivatives 

declined. 
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Please turn to page 12 for Investment Banking. 

  

Net revenue declined 9 percent to 22.9 billion yen. 

  

Gross revenue, or revenues before allocation to other divisions, was 43.5 

billion yen, down 4 percent quarter on quarter. Large ECM transactions such 

as the Japan Post offering and a euroyen convertible bond issuance by ANA 

Holdings contributed to stronger revenues in Japan, while internationally M&A 

and financing related revenues declined. 

  

In the middle of the page, you can see the gross revenue for the first half of 

the year increased 17 percent over last year to 88.9 billion yen. 

  

The deals shown on the right are just some of the transactions we executed in 

the second quarter. We leveraged our global collaboration to execute many 

large mandates and multi-product transactions related to M&A. International 

revenues increased 25 percent year on year. 
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Page 13 shows non-interest expenses. 

  

Firmwide costs were 268.5 billion yen, down 5 percent or 15 billion yen. 

  

Compensation and benefits declined by 10 percent, which is around 14 billion 

yen. This is due to the factors I mentioned earlier in relation to Wholesale: 

First, a technical factor whereby recognition of expenses for deferred 

compensation which is granted as a part of bonuses was higher than normal 

last quarter; and second bonus provisions were lower given our focus on pay 

for performance. 

  

Information processing and communications is showing an increase due to 

one-off costs related to the planned integration of Nomura Home Trade and 

Nomura Net & Call in January 2018. 
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Page 14 shows our financial position. 

  

As of the end of September, our Tier 1 ratio was 18.4 percent and our CET1 

ratio was 17.4 percent. Applying the fully-loaded 2019 Basel III standard to 

our balance sheet at the end of September gives a CET1 ratio of 17.1 percent. 

  

While these ratios are down compared to the end of June, this is because Tier 

1 capital, the numerator in the equations, declined due to the dividend 

payment and share buybacks. At the same time, risk assets, which are the 

denominator in the equations, increased mainly in market risk. That said, we 

continue to maintain a robust financial position.   

  

That concludes the review of our second quarter results.  

  

In October, the Nikkei set a new record, rising for 16 straight days, 

underscoring robust trading by retail investors. Retail performance in October 

has trended slightly above last quarter, and Asset Management has continued 

to increase assets under management. 

  

Meanwhile, the fixed income market volatility index remains low and 

Wholesale is trending roughly in line with second quarter performance. We will 

continue to tightly manage risk and costs and aim to take revenue upside 

when the market recovers. 
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