
Good evening, this is Takumi Kitamura, CFO of Nomura Holdings. 

  

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

March 2019. 

  

Please turn to page two for an overview of year-to-date results. 



1 



Market turbulence has continued to weigh on investor sentiment through factors 

including US-China trade friction, a plunge in emerging markets currencies on the 

back of rate hikes in the US, a bear market in global equities and the widening of 

credit spreads since October. 

  

Amid this environment, the nine months to December have proved extremely 

challenging with net revenue of 815.5 billion yen, down 27 percent year on year, 

loss before income taxes of 62.1 billion yen, and a net loss of 101.3 billion yen. 

Earnings per share for the period was negative 30 yen. 

  

The chart on the next page shows pretax changes from the same period last year by 

segment. 
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It compares the first three quarters of last year and this year. As you can see on the left, 

income before income taxes last year totaled 281.2 billion yen. 

 

In Retail, commissions from stocks, investment trusts and bonds declined due to a drop in 

investor sentiment caused by market uncertainties. Although we were able to contain costs, 

income before income taxes declined by 35.5 billion yen. 

 Asset Management income before income taxes declined by 35.1 billion yen. Of this, gain 

and loss related to American Century Investments was negatively impacted by 30 billion yen 

compared to last year as we booked a gain of over 20 billion yen in the first nine months of 

last year, but for the same period this year it was a loss of around 10 billion yen. 

 Wholesale income before income taxes declined by 154.8 billion yen. By business line, 

revenues in Equities and Investment banking were relatively resilient, while Fixed Income 

revenues declined significantly driven by Rates, Credit, and FX & EM. 

 This quarter we also took a goodwill impairment charge.   

 As you know, in 2007 we acquired Instinet and in 2008 Lehman Brothers employees in Asia 

and EMEA. As of the end of December, goodwill related to these acquisitions attributable to 

Wholesale stood at 81 billion yen.  

 Given Wholesale performance through to the third quarter and the fact that the traditional 

investment banking business model has reached an inflection point, we decided to take an 

impairment charge to write down all of the outstanding goodwill. 

 

 Income before income taxes in Segment Other, shown in the area enclosed by dotted lines, 

declined by 102 billion yen, mainly due to one-off factors. 

 The same period last year included a gain of 45 billion yen from FX translation adjustment 

related to winding up of a subsidiary, while this year a 7 billion yen loss was booked. This 

year was also dragged down by expenses related to a settlement with the US Department of 

Justice. 

 In addition, a drop in share market prices affected unrealized gain (loss) on investments in 

equity securities, resulting in a loss before income taxes for the nine months this year of 62.1 

billion yen as shown on the far right. 
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Turning now to the third quarter results, Retail net revenue was up quarter on 

quarter and in Wholesale Equities and Investment Banking reported stronger 

revenues.  

  

However, Fixed Income had a challenging quarter due to market uncertainties and 

the widening of credit spreads.  

  

As I said, we also booked a goodwill impairment charge of 81 billion yen as 

expenses in Wholesale, resulting in a three segment loss before income taxes of 

81.3 billion yen. 

  

Firmwide loss before income taxes was 76.2 billion yen and net loss was 95.3 billion 

yen. Earnings per share was negative 28.52 yen. 

  

Turning now to each business, first Retail on page seven. 
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Net revenue was 86.8 billion yen, roughly unchanged quarter on quarter. Income 

before income taxes increased 15 percent to 14 billion yen. 

  

Although the market dip in October spurred an uptick in contrarian buying, the 

further drop in share prices weighed on investor sentiment and sales of investment 

trusts and foreign stocks declined compared to last quarter. From mid-November we 

started marketing for the SoftBank IPO and by diligently building up demand we 

were able to open over 13,000 new accounts, ensuring new inflows. 

  

As you can see at the bottom of the slide, sales of stocks were up 52 percent driven 

by the SoftBank offering and stronger sales of domestic secondary stocks. However, 

investment trust sales declined 23 percent despite inflows into the Nomura ACI 

Advanced Medical Impact Investment fund. 

  

Please turn to page eight. 
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The chart on the bottom left shows net inflows into discretionary investments of 44.2 

billion yen. However, market factors caused AuM to drop to the 2.7 trillion yen level. 

Annualized recurring revenue was 89.9 billion yen and the recurring revenue cost 

coverage ratio was 31 percent. 

  

The chart on the bottom right shows net inflows of cash and securities of 

approximately 1.8 trillion yen, marking the strongest quarter of inflows since we 

started disclosing this. While the SoftBank IPO was a key driver of inflows, even 

excluding that inflows were positive by a few hundred billion yen. 

  

Please turn to page nine for Asset Management. 
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Net revenue declined 34 percent to 16.2 billion yen and income before income taxes 

was 0.6 billion yen, down 94 percent over last quarter. The decline is mainly 

attributable to lower assets under management due to the market slump and a loss 

related to American Century Investments of 8.3 billion yen, which is nearly 7 billion 

yen worse than last quarter. 
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That said, we continued to book inflows during the quarter. As the chart on the top 

left of page 10 shows, net inflows stood at 790 billion yen, with inflows into the 

investment trust business centered on ETFs up significantly from last quarter at 1.1 

trillion yen. 

 

The investment advisory business reported outflows of 350 billion yen, mainly from 

a public pension fund in Japan and in the international business redemptions and a 

decline in the overall level of mandates for US high yield funds and Japan stock 

funds. 

 

NCRAM, which manages high yield products, also booked marginal outflows this 

quarter, but over the medium term performance has been highly rated and assets 

under management increased by 1 trillion yen from March 2016. 

  

Please turn to page 11 for Wholesale. 
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Equities had a strong quarter and Investment Banking reported revenue growth. But 

Fixed Income had a challenging quarter in Japan, the Americas, and AEJ. As a 

result, Wholesale net revenue declined 13 percent quarter on quarter to 128.2 billion 

yen. 

 

We also booked the goodwill impairment charge of 81 billion yen, resulting in a loss 

before income taxes in Wholesale of 95.9 billion yen. 

  

As the graph on the bottom left shows, EMEA had a resilient quarter but the other 

regions reported lower revenues. 

  

Turning to each business line. First Global Markets on page 12. 



Net revenue was 103.5 billion yen, down 16 percent from the previous quarter. 

 

Fixed Income revenues declined 46 percent to 37.5 billion yen. Trading revenues 

dropped on the back of the uncertain market environment. By product, Rates and 

FX & EM were slow and Credit had a challenging quarter as credit spreads widened.  

 

The heat map on the top right shows resilient quarter-on-quarter performance in 

EMEA, but lower revenues in the Americas, AEJ and Japan driven by Rates and 

Credit. 

  

Equities revenues increased 22 percent to 65.9 billion yen.  

 

The third quarter impact of showing Instinet revenues as net value rather than gross 

value was 4.7 billion yen. Adding that back gives the best performance since the 

fourth quarter last year.  

The heat map shows how the Americas and Japan were able to monetize higher 

volatility to deliver a strong quarter in Derivatives. 

  

Please turn to page 13 for Investment Banking. 
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Net revenue increased 4 percent to 24.7 billion yen even after sales commissions 

were paid out to Retail and others for the SoftBank IPO in which we played a 

leading role as joint global coordinator.  

  

Internationally, demand for hedging increased on the back of heightened volatility, 

but some mandates in the traditional financing business were postponed. 

  

Please turn to page 14 for expenses. 
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Third quarter firmwide non-interest expenses increased by 19 percent to 336.8 

billion yen. 

  

The main reason behind the increase is the 81.4 billion yen of goodwill impairment 

charge in Other. The previous quarter included 26.8 billion yen in expenses related 

to settlements and FX adjustments from the winding up of a subsidiary. Excluding 

these factors, we have been able to control our firmwide cost base at the 250 billion 

yen level.. 

  

Compensation and benefits was down 5 percent at 118.9 billion yen as bonus 

provisions declined in line with pay for performance. 

  

Page 15 shows our financial position. 
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At the end of December, our balance sheet stood at 45.1 trillion yen and 

shareholders’ equity was 2.7 trillion yen. 

  

As you can see on the bottom left, Tier 1 capital was 2.6 trillion yen, down by about 

77 billion yen from the end of September. As risk assets declined 1.1 trillion yen 

mainly in credit risk to 13.8 trillion yen, our Tier 1 capital ratio at the end of 

December increased to 19 percent and our Common Equity Tier 1 capital ratio was 

17.8 percent. 

  

Our leverage ratio was 4.46 percent and liquidity coverage ratio was 196.7 percent. 

  

That concludes the overview of our third quarter results. 
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This turned out to be a disappointing quarter weighed down by a sluggish 

performance in Fixed Income, an unrealized loss on equity securities and the 

goodwill impairment charge in Wholesale. 

  

The limitations of the traditional balance sheet reliant trading business is evident 

and we must digitize our flow businesses and expand our client focused businesses. 

In Japan, we must continue to strengthen our approached to each client segment. 

  

The environment in both Wholesale and Retail remains challenging, but rather than 

sitting back and waiting for market conditions to improve, we will move swiftly to 

realign our business model to adapt to the ongoing structural changes. 

  

We have already started discussing a realignment of our Wholesale business and 

we will announce the details after our full year results in April. 

  

Thank you. 
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