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

 

Please turn to page two. 
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First, let’s take a look at the nine months to December. 
 
Income before income taxes was 281.2 billion yen, an increase of 17 percent over the 
same period last year. Net income was 196.7 billion yen, up 10 percent year on year. ROE 
was 9.3 percent and EPS was 55.12. 
 
Last year, strong corporate earnings in the US lifted the Dow to a record high, and in 
November the Nikkei hit 23,000 for the first time in 26 years. The market rally led to 
improved sentiment among individual investors and our Retail business reported robust 
sales across various products including equities and investment trusts. Asset Management 
booked continued growth in assets under management and gains from American Century 
Investments contributed to revenues. As a result, income before income taxes from Retail 
and Asset Management increased more than 60 percent compared to the same period last 
year. 
 
To enhance capital efficiency, we sold our stake in Takagi Securities last April and 
disposed of our stake in Jafco in July. We have also made progress in our booking entity 
strategy which is aimed at reallocating management resources. I will go into more detail on 
this later. As a result, segment “Other” income before income taxes increased year on year. 
 
Turning now to our results for the third quarter, Group income before income taxes was 
120.8 billion yen, up 45 percent quarter on quarter. Net income grew 70 percent to 88 
billion yen. ROE for the quarter was 12.4 percent and EPS was 25.12 yen. 
 
As you can see in the graph on the bottom right, three segment income before income 
taxes was 66.2 billion yen. Earnings growth in Retail and robust performance in Asset 
Management offset a slowdown in Wholesale, resulting in a 5 percent gain from last 
quarter. 
 
Firmwide income before income taxes shown on the top right is significantly higher than 
the three segment result. This is because we booked approximately 45 billion yen related 
to progress in the winding up of a subsidiary. 
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In 2012, we started to reconfigure our booking entity strategy, and in 2015 we decided to 

wind up Nomura Capital Markets, our subsidiary in EMEA that managed our derivatives 

positions and risk. 

 

Since that company was established, the yen has depreciated significantly and Nomura 

Holdings’ investment in NCM recorded a 45 billion yen gain related to the FX translation 

adjustment. This was sitting on our balance sheet. But because the winding up process 

went as planned, the company was deemed to be effectively wound up in December and 

we recognized the 45 billion yen as income.  

  

Let’s now look at each business in more detail. 
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Please turn to page five for an overview of Retail. 

 

Third quarter net revenue was 111.3 billion yen, up 9 percent quarter on quarter, and 

income before income taxes increased 22 percent to 31.3 billion yen. 

 

The market rally lifted investor sentiment and as you can see on the bottom, sales of 

stocks were up nearly 20 percent from last quarter which included a large offering. By 

meeting with our clients and making proposals tailored to their needs, we were able to 

increase sales of discretionary investments and insurance products by 79 percent. 
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The graph on the top left of page six shows that annualized recurring revenue has grown 

to nearly 90 billion yen. Investment trust net inflows turned negative as investors sold 

mainly japan stock funds to lock in profits. However, discretionary investment net inflows 

improved to around 80 billion yen. Aided by market factors, investment trust and 

discretionary investment AuM, which is the source of recurring revenue, continued to grow, 

as you can see on the bottom left. 

 

Net inflows of cash and securities, which represents cash and securities inflows minus 

outflows, was negative 14 billion yen as stocks reported significant net sales. 

 

Inflows of cash and securities, a new KPI we introduced this fiscal year that measures 

cash and securities inflows from retail clients, is trending up. As you can see on the bottom 

right, it topped 1.2 trillion yen in the third quarter. 
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Please turn to page seven for Asset Management.  

 

Net revenue was 36.5 billion yen, up 3 percent quarter on quarter. 

 

The market rally and inflows into ETFs lifted assets under management to over 50 trillion 

yen for the first time ever. This expansion led to a rise in asset management fees, which 

combined with a roughly 9 billion yen gain related to American Century Investments helped 

maintain revenues at the strong level seen last quarter. 

 

Income before income taxes reached a record 20.8 billion yen. 
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Please turn to page eight. 

 

The top of the page shows inflows into the investment trust business of 770 billion yen, 

and Nomura Asset Management’s share of the public investment trust market increased to 

nearly 27 percent. 

  

Ongoing inflows into ETFs led to ETF AuM rising to 13.8 trillion yen, an increase of 4.5 

trillion yen over the past year. In December, we listed six new ETFs that track domestic 

bonds, foreign stocks, foreign bonds, and foreign REITs. We are expanding our product 

offering so that not only institutional investors but also retail investors can broadly diversify 

their portfolios. 
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Please turn to page nine for Wholesale. 

 

Net revenue increased 4 percent quarter on quarter to 165.6 billion yen. 

 

The market rally supported a robust quarter in Equities in Japan and the Americas, while 

Investment Banking booked stronger revenues in Japan and AEJ. 

 

This quarter’s earnings include an unrealized loss related to a margin loan of 

approximately 14 billion yen. This is booked as 7 billion yen each in AEJ Equities and 

EMEA Investment Banking. Excluding this, Wholesale net revenue increased by 13 

percent quarter on quarter. 

 

Income before income taxes declined 17 percent to 14 billion yen. This is mainly due to 

higher bonus provision in line with pay for performance and an increase in commission 

and floor brokerage due to higher trading volumes. 
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Turning now to each business line, please see page 10 for Global Markets. Net revenue 

increased 3 percent from last quarter to 140.2 billion yen. 

 

Fixed Income remained roughly unchanged quarter on quarter at 79.4 billion yen. 

 

While low market volatility and subdued client activity had an impact in the quarter, market 

activity picked around the tax reforms in the US and we were able to capture revenue 

opportunities. Rates and Securitized products improved, while regionally Japan reported a 

dip in revenues while performance in EMEA improved. 

 

Equities reported net revenue of 60.8 billion yen, an increase of 5 percent quarter on 

quarter. As you can see on the right, the arrow is pointing up for Japan and the Americas 

which both had a good quarter in Cash and Derivatives. AEJ is pointing down due to the 

margin load unrealized loss. 



11 

Please turn to page 11 for Investment Banking. 

 

As shown on the top left, net revenue increased 11 percent to 25.5 billion yen. Gross 

revenue, which is before allocations to other divisions, was 38.9 billion yen, down 11 

percent quarter on quarter. 

 

Roughly half of the margin loan unrealized loss, or about 7 billion yen, is reflected in net 

revenue and the total amount is reflected in gross revenue. Excluding this, gross revenue 

in each region was higher both quarter on quarter and year on year. 

 

M&A revenues increased in Japan as we won many high profile mandates through global 

collaboration. ECM revenues were also solid. For calendar year 2017, we ranked number 

one in the Japan-related ECM, DCM, and M&A league tables.  

 

Internationally, M&A and M&A-related financing contributed to revenues and we worked on 

many DCM deals. 
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Please turn to page 12 for an overview of costs. 

 

Firmwide non-interest expenses increased by 6 percent or around 17 billion yen from last 

quarter to 285.9 billion yen. 

 

The main reasons for the increase are higher compensation and benefits due to increased 

bonus provisions in line with pay for performance and an increase in deferred 

compensation expenses due to a rise in Nomura Holdings’ share price.  

 

Other expenses increased due to higher one-off expenses related to consolidated 

subsidiary. 
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Page 13 shows our financial position. At the end of December, our tier 1 capital ratio was 

18.2 percent and our common equity tier 1 capital ratio was 17.3 percent, both of which 

are roughly unchanged from the end of September. 

 

That concludes the overview of our third quarter results. 
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To sum up, this quarter included a gain from NCM and Group net income was at the 

highest level since the January to March quarter in 2006. For the three segments that 

represent our core business, while we once again recognized the importance of stringent 

risk management, we were able to increase income before income taxes quarter on 

quarter. 

 

The market rally has continued into January with the Nikkei reaching 24,000 at one point. 

As share prices go through an adjustment phase, we are seeing pockets of strength such 

as retail investors taking advantage of this to enter the market. 

 

In terms of our recent performance, Retail is trending at the same pace as the third quarter 

and Asset Management continues to boost AuM. 

 

The fixed income market is witnessing rate hikes and a return of volatility and our Fixed 

Income business in EMEA and AEJ have been performing well. The equity market rally is 

supporting resilient performance in our Equities business. So Wholesale has got off to a 

good start in the fourth quarter. 

 

We will maintain a tight control on risk and costs and deliver revenues on the upside. 

 

Thank you. 
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