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Summary and major assumptions

Overview of the corporate earnings outlook for FY21

Our analysts’ forecasts put FY21 sales growth for Russell/Nomura Large Cap companies at 11.8% y-y, operating profit growth
at 52.6%, recurring profit growth at 28.3%, and after-tax profit growth at 31.1% (sales and operating profit figures exclude
financial companies, same throughout this report). SoftBank Group [9984] had large profits in its investment fund operations in
FY20, and this is pushing down the growth rates for recurring profits and after-tax profits in FY21. Excluding SoftBank Group,
our analysts forecast recurring profit growth for Russell/Nomura Large Cap companies at 45.6% and after-tax profit growth at
57.8%.

When indexing FY18 sales for Russell/Nomura Large Cap Index companies to 100, the reading for FY21 sales comes to 100.9,
meaning that sales are expected to return to the pre-pandemic level. Similarly, when indexing FY18 recurring profits to 100, the
FY21 reading comes to 106.5, showing that an even higher rate of recovery is expected for recurring profits. This improvement
in profitability reflects factors such as companies' success with cutting costs during the pandemic and strong demand for goods
amid restricted supply. Our forecasts put the FY21 recurring margin at 8.9%, 0.9ppt higher than in FY18.

Overview of the corporate earnings outlook for FY22

Our analysts’ forecasts put FY22 sales growth for Russell/Nomura Large Cap companies at 3.3% y-y, operating profit growth at
11.8%, recurring profit growth at 10.9%, and after-tax profit growth at 11.2%. The average annual recurring profit growth rate for
the five years prior to the pandemic (FY13-18) was 4.7%. Our analysts’ forecasts call for recurring profits to top the pre-
pandemic level in FY21, and for the growth rate in FY22 to be higher than the past average. The economy is expected to
continue to normalize from the effects of the pandemic, and margins are expected to remain high; for example, in the
automobile sector, automakers are expected to be able to keep discounts down with inventories expected to remain
substantially lower than normal through autumn 2022.

Our analysts' recurring profit forecasts for FY21 and FY22 have been revised up 7.5% and 3.6%, respectively, since the last
time we compiled analysts’ forecasts on 1 June. The upward revisions (in value terms) were particularly large for sectors such
as trading companies, automobiles, transportation, and electrical machinery & precision equipment. Supply chain constraints
such as a shortage of semiconductors and high input prices are considered risk factors for corporate earnings, namely due to
lost sales opportunities. That said, rising resource prices have improved the outlook for related sectors, and better

positioning for negotiating prices thanks to tight supply-demand is leading to better margins and, in turn, a stronger corporate
earnings outlook.

That said, supply chain concerns remain a risk factor for the corporate earnings outlook. It looks as though high input prices will
start to squeeze margins in earnest starting in Q2. Meanwhile, the spread of COVID-19 variants is not only slowing down the
normalization of economies, but is also causing supply chain problems for certain sectors, for instance as a result of a drop in
plant capacity utilization.
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Fig. 1: Overview of consolidated earnings forecasts for the Russell/Nomura Large Cap Index

(%)
No. Oold
of cos FY18 FY19 FY20 FY21E FY22ERQ FY21E FY22E
Russell/Nomura Large Cap (ex financials) 310 6.5 -2.5 -7.5 11.8 3.3 9.9 3.5
Manufacturing 173 3.0 -2.7 -8.0 15.1 3.7 11.9 3.6
Sales Basic materials 36 7.0 -20  -121 24.5 0.3 19.8 0.6
Processing 79 1.7 -4.5 -7.7 15.2 5.1 11.7 4.8
Nonmanufacturing (ex financials) 137 11.5 -2.3 -6.8 7.7 2.8 7.4 3.4
Russell/Nomura Small Cap (ex financials) 1,143 4.6 0.3 -6.1 5.0 3.9 4.1 2.8
Russell/Nomura Large Cap (ex financials) 310 3.6 -237 -189 52.6 11.8 43.7 15.7
Manufacturing 173 0.3 -232 -3.4 51.8 10.9 39.8 13.2
Operating profits Basic materials 36 0.1 -48.7 13.7 98.5 -0.4 73.1 5.4
Processing 79 0.2 -20.1 -8.6 53.8 13.6 40.6 15.1
Nonmanufacturing (ex financials) 137 80 -243 -36.2 53.9 13.4 50.2 19.5
Russell/Nomura Small Cap (ex financials) 1,143 -2.4 -6.0 -125 34.1 12.5 25.1 11.1
Russell/Nomura Large Cap 334 11 -205 45 28.3 10.9 19.3 15.1
Russell/Nomura Large Cap (ex financials) 310 3.1 -22.3 5.6 30.6 10.9 21.6 15.0
Manufacturing 173 -1.5  -27.2 7.6 46.6 9.7 34.7 12.4
Basic materials 36 21 -520 13.7 106.0 -0.8 77.8 5.7
Recurring profits Processing 79 -26 -245 87 431 116 31.0 134
Nonmanufacturing 161 3.7 -143 2.0 12.6 12.2 6.0 18.1
Nonmanufacturing (ex financials) 137 9.7 -16.0 3.3 12.0 12.8 6.5 18.8
Russell/Nomura Small Cap 1,233 -1.8 -7.3 -5.9 30.7 8.6 18.5 9.3
Russell/Nomura Small Cap (ex financials) 1,143 0.3 -9.5 -7.0 34.5 9.0 20.8 9.8
Russell/Nomura Large Cap 334 -45 -31.6 16.3 311 11.2 20.0 16.4
Russell/Nomura Large Cap (ex financials) 310 -1.1  -35.6 18.3 34.1 11.4 23.4 16.4
Manufacturing 173 -4.3  -40.3 16.4 51.5 9.3 38.5 12.9
Basic materials 36 09 -826 73.7 202.0 -2.9 156.4 5.2
Net profits Processing 79 -5.9 -379 18.9 42.1 12.0 29.9 14.2
Nonmanufacturing 161 -47  -22.2 16.2 13.4 13.3 4.2 20.5
Nonmanufacturing (ex financials) 137 39 -288 20.7 13.5 14.6 5.6 21.8
Russell/Nomura Small Cap 1,233 -5.9 -12.0 2.1 50.3 7.7 32.3 10.8
Russell/Nomura Small Cap (ex financials) 1,143 -3.4 -139 1.2 59.7 8.0 39.1 11.9

Note: Latest estimates as of 1 September 2021, previous estimates as of 1 June 2021.

Source: Nomura

Fig. 2: Major assumptions

As of 15 Jul 2021 As of 19 Apr 2021

Industrial

Industrial Policy rate Exchange rate production Policy rate Exchange rate
production (REN)) wil (E\e)] 2015 base (FY-end) wil (avg)
2015se year
year
%y-y % $bbl  USDIPY EURIJPY %y-y % $bbl  USDIIPY EURIJPY
FY20E -9.8 -0.10 42.3| 106.00 123.69 -9.6 -0.10 42.3| 106.00 123.69
FY21E 135 -0.10 69.4| 109.10 129.72 13.6 -0.10 61.1| 108.00 129.00
FY22E 6.4 -0.10 64.8 | 109.00 129.00 5.7 -0.10 56.8| 108.00 129.00
FY20 H1 -16.7 -0.10 34.4| 106.80 121.26 -16.7 -0.10 344| 106.80 121.26
FY20E H2 -2.8 -0.10 50.2 | 105.21 126.12 -2.6 -0.10 50.2| 105.21 126.12
FY21E H1 17.3 -0.10 69.3| 109.21 13044 17.6 -0.10 60.8 | 108.00 129.00
FY21E H2 10.2 -0.10 69.5| 109.00 129.00 10.1 -0.10 59.3| 108.00 129.00
FY22E H1 8.1 -0.10 66.3| 109.00 129.00 7.3 -0.10 57.0| 108.00 129.00
FY22E H2 4.9 -0.10 63.3]| 109.00 129.00 4.1 -0.10 55.5]| 108.00 129.00

Note: WTI is term-average WTI crude oil futures price. The above assumptions are not Nomura forecasts but the assumptions on which Nomura analysts base their earnings

forecasts.
Source: Nomura
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Contributions to recurring profit growth by sector

Overview of the corporate earnings outlook for FY21
For FY21, our analysts expect recurring profits to increase in 15 of 19 sectors and fall in 4.

Sectors expected to make large contributions to overall profit growth include automobiles, transportation, trading companies,
and chemicals.

Earnings in the automobile sector were favorable in Apr-Jun. This is because of factors such as fewer defaults on loans, a rise
in used car prices, and reduced incentives in the US, where market conditions are favorable. All of the automakers also made
headway with cost cutting. Our team expects earnings at automakers to slow in Jul-Sep on a disruption in the supply of parts
beyond semiconductors because of rising COVID-19 infections in Southeast Asia, but expects a V-shaped recovery from Oct-
Dec on strong demand, particularly in North America. In the transportation sector, the shipping subsector is performing
favorably. Containership volumes are up, particularly on North America routes, and rates are high. Our teams expects transport
volumes to remain high in H2 and only a gradual softening in rates. For railways and airlines, the recovery in passenger
numbers has been delayed, but progress is being made with cutting costs and passenger numbers are expected to recover as
vaccines become more widespread. At trading companies, the business environment is improving for resource operations with
iron ore and copper prices remaining at a high level, and coking coal prices also on the rise. The business environment is also
improving for non-resource operations, with demand for products such as automobiles and chemicals recovering. For
chemicals, electronic materials for semiconductors are performing well, and companies are expected to benefit from better
margins in petrochemical operations as a result of higher demand from the construction and automotive sectors and higher
demand for display materials.

Sectors expected to contribute substantially to profit declines are telecommunications, utilities, construction, and software.

For telecoms, the impact on sector earnings from the dropping out of investment gains booked in FY20 at SoftBank Group is
large. When excluding SoftBank Group, sector profits are expected to increase. For utilities, companies are expected to incur
losses related to the fuel cost adjustment system, and major electric power and city gas companies are expected to continue to
lose business to other companies. In the construction sector, margins are deteriorating due to steeper competition to win orders
for large projects, and gross margins in building construction operations are expected to fall. For software, earnings are
expected to slow in the amusement subsector, which to date has benefitted from stay-at-home spending.

Overview of the corporate earnings outlook for FY22

For FY22, our analysts expect recurring profits to increase in 15 of 19 sectors and fall in 4.

Sectors expected to make large contributions to overall profit growth include transportation, automobiles, telecoms, and
electrical machinery & precision instruments.

For transportation, our team expects a recovery in passenger revenues as more people get vaccinated. For example, we expect
passenger revenues on domestic routes to return to pre-pandemic levels in FY22. For automobiles, we expect the
semiconductor shortage to be alleviated and forecast a sharp increase in shipments as dealers in North America build up
inventories. Margins are also expected to remain high as automakers are expected to be able to keep discounts down with
inventories expected to remain substantially lower than normal through autumn 2022. We expect profits to grow in the
telecommunications sector, mainly because we expect growth in investment fund profits at SoftBank Group, as well as growth in
telecoms and non-telecoms businesses, including financial services. For electrical machinery & precision instruments, we see
little risk of inventory adjustments for electronic parts as there is not enough capacity to increase production enough for
customers to build up inventories. We also expect increased demand for semiconductors on brisk end demand and due to
customers' desires to build up inventories. We also expect companies to capture demand related to carbon neutral efforts.

Sectors expected to contribute substantially to profit declines are trading companies, steel & nonferrous metals, media, and
software

For trading companies, earnings in resource operations are expected to slow based on the assumption of a pause in the rise in
resource prices. We expect profits to fall for steel & nonferrous metals mainly because we forecast a deterioration in inventory
valuation gains/losses. For the media sector, we expect y-y performance to be hit by the drop-out of gains on the transfer of
fixed assets that we expect to see recorded in FY21. For software, as per FY21, we expect the amusement subsector to cause
sector profits to decline.
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Fig. 3: Contributions to recurring profit growth by sector for the Russell/Nomura Large Cap Index

FY21E FY22E
Increase in profits (%)
i Growth | Contribution | Contribution

Increase in profits

i Growth | Contribution i Contribution

15 sectors | i | (exfinancials) 15 sectors (ex financials)
Automobiles 62.8 26.7 28.7 Transportation

Transportation SP 26.5 28.5 Automobiles 13.0 18.3 20.7
Trading companies 145.6 214 23.0 Telecommunications 20.6 15.7 17.8
Chemicals 72.1 15.0 16.1 Electrical machinery, precision equipment 105 13.0 14.7
Hlectrical machinery, precision equipment 23.2 115 12.4 Financials 104 11.7 -
Steel, nonferrous metals 399.8 9.6 10.3 Pharmaceuticals, healthcare 18.1 71 8.1
Machinery 53.8 7.7 8.2 Machinery 10.3 4.6 5.2
Financials 14.4 7.0 - Housing, real estate 10.1 4.1 4.6
Pharmaceuticals, healthcare 19.3 31 34 Retailing 13.8 4.1 4.6
Media SP 3.0 3.2 Food 13.8 3.7 4.2
Retailing 21.1 25 2.7 Utilities 29.7 33 3.7
Housing, real estate 13.3 24 25 Chemicals 2.6 1.9 21
Household goods 28.8 15 1.6 Construction 18.8 1.8 21
Food 8.3 1.0 11 Services 51 15 1.7
Services 6.8 0.9 1.0 Household goods 8.9 1.2 14
Decrease in profits (%) Decrease in profits (%)

Growth | Contribution | Contribution Growth | Contribution | Contribution

! | (exfinancials) 4 sectors N CSENES)
Software -0.9 -0.1} -0.1 Softw are -1.8 i -0.4
Construction -15.3 -0.94 -0.9 Media -10.9 -0.6
Utilities -35.7 -3.0 -3.2 Steel, nonferrous metals -10.8 -3.0
Telecommunications -48.9 -35.9] -38.6 Trading companies -12.0 -10.0

Note: SP = switch to profits. SL = switch to losses. LS = losses shrinking.
Source: Nomura
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Revisions to recurring profit estimates (versus old
estimates)

Overview of the corporate earnings outlook for FY21
Our analysts have raised their FY21 recurring profit forecasts for 12 of the 19 sectors and lowered them for the remaining 7.

The upward revisions (in value terms) were particularly large for sectors such as trading companies, automobiles,
transportation, and finance. For trading companies, the upward revision reflects favorable resource prices, including for iron ore
and coking coal, and a recovery in demand in non-resource operations, namely automobiles and chemicals. For the automobile
sector, the upward revision reflects factors such as favorable market conditions in North America and cost cuts. The shortage of
semiconductors and rise in COVID-19 cases is affecting the supply chain, but even if output were to fall, we think that this could
be partially offset by curbs on discounting as a result of tight supply-demand conditions. For transportation, our team has mainly
raised its forecast for the shipping subsector. Containership spot rates are trending upward. We think that shipping rates will
remain higher than we had previously expected, as we expect shipping demand to remain high as a result of changes in
peoples' lifestyles during the pandemic. In the finance industry, the pandemic has taken less of a toll than previously anticipated,
and upward revisions to analysts’ forecasts reflect both this and the present strength of earnings.

The downward revisions (in value terms) were particularly large for sectors such as software, utilities, telecommunications, and
retail. Many of the industries for which forecasts were revised up benefited from the improvement in the overseas demand
environment, whereas many of the industries for which forecasts were revised down were domestic demand industries, and
therefore are not benefiting from the improvement in this environment.

Overview of the corporate earnings outlook for FY22

Our analysts have raised their FY22 recurring profit forecasts for 12 of the 19 sectors and lowered them for the remaining 7. The
upward revisions (in value terms) were particularly large for sectors such as automobiles, trading companies, transportation, and
electrical machinery & precision equipment. The downward revisions (in value terms) were particularly large for sectors such as
software, telecommunications, services, and household goods. The list of industries with upward and downward revisions is
similar to that for FY21.
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Fig. 4: Revisions to recurring profit estimates (versus old estimates) for the Russell/Nomura Large Cap Index

FY21E FY22E

[Upw ard revisions] [Upw ard revisions]

12 sectors 12 sectors

Old Revision 5 Old Revision Change

¥bn ¥bn . i ¥bn ¥bn %
Trading companies 4,142 3,306 836.2 25.3 Automobiles 8,951 8,113 837.7 10.3
Automobiles 7,919 7,096 823.4 11.6 Trading companies 3,644 3,213 431.0 13.4
Transportation 1,434 859 575.1 67.0 Transportation 2,590 2,174 4155 19.1
Financials 6,356 5815 541.5 9.3 Electrical machinery, precision equipment 7,752 7,377 375.3 5.1
Chemicals 4,098 3,568 530.6 14.9 Chemicals 4,203 3,832 3713 9.7
Electrical machinery, precision equipment 7,017 6,499 518.3 8.0 Financials 7,019 6,743 275.8 4.1
Steel, nonferrous metals 1,373 1,154 218.8 19.0 Machinery 2,768 2,614 153.7 5.9
Machinery 2,509 2,374 134.8 5.7 Housing, real estate 2,525 2,456 68.9 2.8
Services 1,638 1,566 71.9 4.6 Steel, nonferrous metals 1,225 1,161 64.0 5.5
Housing, real estate 2,293 2,225 68.5 31 Pharmaceuticals, healthcare 2,623 2,578 45.8 1.8
Pharmaceuticals, healthcare 2,222 2,191 311 1.4 Media 246 229 16.7 7.3
Food 1,510 1,509 0.5 0.0 Food 1,718 1,704 13.6 0.8
[Dow nw ard revisions] 7 sectors [Dow nw ard revisions] 7 sectors

: old Revision Change old Revision

¥bn ¥bn % i ¥bn ¥bn i
Media 276 286 -10.0 -3.5 Construction 654 684 -29.8 -4.4
Household goods 771 798 -27.1 -3.4 Retailing 1,897 1,936 -38.7 -2.0
Construction 550 613 -62.4 -10.2 Utilities 805 872 -67.6 -7.8
Retailing 1,667 1,737 -70.2 -4.0 Household goods 840 929 -88.9 9.6
Telecommunications 4,292 4,399 -107.1 -2.4 Services 1,722 1,885 -163.4 -8.7
Utilities 620 796 -175.5 -22.0 Telecommunications 5177 5,369 -192.6 -3.6
Software 1,197 1,454 -256.2 -17.6 Softw are 1,176 1,662 -486.5 -29.3

Note: Latest estimates as of 1 September 2021, previous estimates as of 1 June 2021.
Source: Nomura



Nomura | JPN Outlook for FY20-21 corporate earnings September 6, 2021

Fig. 5: Revision index for the Russell/Nomura Large Cap Index

(%)
(yy/m) 19/12 20/3 20/12 21/3 21/6
Russell/Nomura Large Cap -15.6 -15.5 -45.5 -25.5 7.6 29.3 16.2 25.7
Russell/Nomura Large Cap (ex financials) -16.9 -15.0 -48.0 -23.9 7.2 31.0 16.1 26.1
Manufacturing -25.7 -21.7 -57.7 -17.7 74 38.7 18.5 324
Basic materials -56.1 -40.5 -64.9 -29.7 18.9 52.8 61.1 36.1
Processing -32.5 -23.8 -63.1 -14.3 20.2 64.6 27.8 46.8
Nonmanufacturing (ex financials) -4.7 -6.1 -35.1 -32.1 6.9 21.2 13.1 18.2
(%)
80 - Russell/Nomura Large Cap (ex financials)
60 A
40 A
20 -
0 4
-20 4
-40 A
-60
(9]

0 4
80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20

Note: (1) Calculated by Nomura based on revisions to recurring profit forecasts. Excludes consolidated subsidiaries. (2) Revision index = (number of upward revisions - number
of downward revisions) + number of constituent companies.

Source: Nomura
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Russell/Nomura Large Cap Index: earnings indicators

Fig. 6: Percentage change in sales by sector
(% y-y, except where noted)
(%)

FY20 FY21E FY21E FY22E FY22E

Old New Old New

Russell/Nomura Large Cap (ex financials) 310 6.5 -2.5 -7.5 9.9 11.8 3.5 3.3

Industrial Manufacturing 173 3.0 2.7 -8.0 11.9 15.1 3.6 3.7
groups Basic mfatenals 36 7.0 -2.0 -12.1 19.8 24.5 0.6 0.3
Processing 79 1.7 -4.5 -1.7 11.7 15.2 4.8 51
Nonmanufacturing (ex financials) 137 11.5 -2.3 -6.8 7.4 7.7 3.4 2.8

Materials 36 7.0 -2.0 -12.1 19.8 24.5 0.6 0.3
Machinery, autos 40 2.2 -4.4 -10.4 13.9 18.4 5.7 6.6

Broad Electronics 39 0.8 -4.8 -3.0 8.4 10.4 3.3 2.8
sectors Consumer, distribution 103 15.5 -0.6 -4.4 7.7 9.7 2.2 1.3
Information 30 3.7 -7.4 -0.6 5.3 34 3.3 2.8

Utilities, infrastructure 62 3.8 0.2 -12.2 5.0 3.2 5.7 6.0

Chemicals 30 8.0 -1.2 -12.4 16.9 22.8 1.4 0.3

Steel, nonferrous metals 6 4.7 -3.9 -11.3 28.0 29.4 -1.5 0.6

Machinery 24 3.0 -3.6 -5.5 8.7 12.1 5.0 5.0

Autos 16 2.0 -4.6 -11.8 15.4 20.2 5.9 7.0

Electrical machinery, precision equipment 39 0.8 -4.8 -3.0 8.4 10.4 3.3 2.8
Pharmaceuticals, healthcare 24 35 9.7 2.1 3.5 4.5 2.5 2.5

Food products 20 2.5 0.7 -3.9 1.0 0.8 3.1 3.1

Household goods 14 3.5 -0.8 -7.4 5.8 7.8 5.1 2.6

Sectors Trading companies 8 45.0 -5.0 -5.8 11.6 18.1 0.6 -3.1
Retailing 19 3.1 2.5 -3.4 14.2 12.7 3.9 7.6

Senices 18 1.9 -2.5 -4.0 0.1 -1.8 2.5 1.9

Software 15 9.5 7.5 9.2 6.7 3.9 4.4 1.7

Media 3 6.4 0.8 -12.9 9.6 -16.0 3.5 4.9
Telecommunications 12 2.7 -10.7 -0.6 4.5 5.1 3.0 2.8
Construction, engineering 8 8.0 5.1 -9.8 7.1 6.8 3.3 3.7

Housing, real estate 20 5.4 2.3 -4.3 6.8 6.7 4.5 4.8
Transportation 24 -1.1 2.2 -28.2 19.1 20.2 11.5 10.7

Utilities 10 6.6 -0.9 -3.1 -9.2 -15.5 2.0 3.4

Note: (1) Figures exclude listed consolidated subsidiaries. (2) Latest estimates as of 1 September 2021; previous estimates as of 1 June 2021.
Source: Nomura
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Fig. 7: Percentage change in recurring profits by sector
(% y-y, except where noted)

(%)

No. of FY18 FY19 FY20 FY21E FY21E FY22E FY22E

cos Old NEY Old New

Russell/Nomura Large Cap 334 1.1 -20.5 4.5 19.3 28.3 15.1 10.9
Russell/Nomura Large Cap (ex financials) 310 3.1 -22.3 5.6 21.6 30.6 15.0 10.9
Industrial Manufacturing 173 -1.5 -27.2 7.6 34.7 46.6 12.4 9.7
groups Basic mgterlals 36 2.1 -52.0 13.7 77.8 106.0 5.7 -0.8
Processing 79 -2.6 -24.5 8.7 31.0 43.1 13.4 11.6
Nonmanufacturing 161 3.7 -14.3 2.0 6.0 12.6 18.1 12.2
Nonmanufacturing (ex financials) 137 9.7 -16.0 3.3 6.5 12.0 18.8 12.8
Materials 36 2.1 -52.0 13.7 77.8 106.0 5.7 -0.8
Machinery, autos 40 -8.9 -23.9 -7.0 45.8 60.5 13.3 12.4
Broad Electronics - 39 9.3 -25.3 34.8 14.1 23.2 13.5 10.5
sectors Consumer, distribution 103 2.8 -9.5 -12.0 314 41.4 10.2 4.1
Information 30 33.1 -35.2 157.0 -35.8 -39.6 18.3 14.4
Utilities, infrastructure 62 -2.5 -2.6 -68.8 120.8 140.7 37.7 34.2
Financials 24 -10.5 -9.1 -1.4 4.7 14.4 16.0 10.4
Chemicals 30 4.5 -34.2 -11.6 49.8 72.1 7.4 2.6
Steel, nonferrous metals 6 -7.3 SL SP 320.1 399.8 0.6 -10.8
Machinery 24 9.6 -30.0 -5.0 45.5 53.8 10.1 10.3
Autos 16 -14.6 -21.5 -7.7 45.9 62.8 14.3 13.0
Electrical machinery, precision equipment 39 9.3 -25.3 34.8 14.1 23.2 13.5 10.5
Pharmaceuticals, healthcare 24 -3.5 8.0 11.8 17.6 19.3 17.6 18.1
Food products 20 -3.7 -15.6 0.6 8.4 8.3 12.9 13.8
Household goods 14 6.9 -7.5 -23.6 33.3 28.8 16.3 8.9
Trading companies 8 10.4 -27.9 -26.8 96.0 145.6 -2.8 -12.0
Sectors Retailing 19 3.3 4.1 -17.7 26.2 21.1 11.4 13.8
Senices 18 0.0 1.7 -14.3 2.1 6.8 20.3 5.1
Software 15 16.7 20.1 39.6 18.8 -0.9 14.3 -1.8
Media 3 4.1 -57.5 SL SP SP -19.9 -10.9
Telecommunications 12 38.5 -41.4 207.6 -47.6 -48.9 22.1 20.6
Construction, engineering 8 -1.1 0.6 -13.4 -5.6 -15.3 11.6 18.8
Housing, real estate 20 -2.7 5.4 -10.8 9.9 13.3 10.4 10.1
Transportation 24 2.2 -17.4 SL SP SP 153.2 80.6
Utilities 10 -12.8 17.7 -15.3 -17.5 -35.7 9.6 29.7
Financials 24 -10.5 -9.1 -1.4 4.7 14.4 16.0 10.4

Note: (1) Figures exclude listed consolidated subsidiaries. Latest estimates as of 1 September 2021; previous estimates as of 1 June 2021. (2) SP = switch to profits. SL = switch
to losses. LS = losses shrinking. LI = losses increasing.

Source: Nomura
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Fig. 8: Recurring profits by sector
(¥bn, except where noted)

(¥bn)

No. of| FY18 FY19 FY20 FY21E FY21E FY22E FY22E

cos Old New Old New

Russell/Nomura Large Cap 334| 48,162 38,542 40,173 48,244 51,886 55,529 57,531
Russell/Nomura Large Cap (ex financials) 310 41,796 32,757 34,590 42,429 45,529 48,786 50,512
Industrial Manu_facturing 173 23,510 17,180 18,613 25,189 27,419 28,307 30,079
groups Basic mgterlals 36 4,963 2,453 2,721 4,722 5,471 4,993 5,428
Processing 79 14,552 10,942 12,114 15,968 17,444 18,104 19,471
Nonmanufacturing 161| 24,652 21,362 21,560 23,055 24,467 27,223 27,452
Nonmanufacturing (ex financials) 137] 18,286 15,578 15977 17,240 18,111 20,479 20,433
Materials 36 4,963 2,453 2,721 4,722 5,471 4,993 5,428
Machinery, autos 40 8,911 6,745 6,492 9,469 10,427 10,727 11,719
Broad Electronics - 39 5,641 4,197 5,622 6,499 7,017 7,377 7,752
sectors Consumer, distribution 103| 10,312 9,397 8,260 11,108 11,951 12,244 12,443
Information 30 5,753 3,728 9,589 6,139 5,765 7,260 6,598
Utilities, infrastructure 62 6,216 6,236 1,906 4,492 4,898 6,186 6,572
Financials 24 6,366 5,785 5,583 5,815 6,356 6,743 7,019
Chemicals 30 4,036 2,758 2,425 3,568 4,098 3,832 4,203
Steel, nonferrous metals 6 927 -305 296 1,154 1,373 1,161 1,225
Machinery 24 2,539 1,781 1,670 2,374 2,509 2,614 2,768
Autos 16 6,372 4,964 4,822 7,096 7,919 8,113 8,951
Electrical machinery, precision equipment 39 5,641 4,197 5,622 6,499 7,017 7,377 7,752
Pharmaceuticals, healthcare 24 1,540 1,632 1,810 2,191 2,222 2,578 2,623
Food products 20 1,625 1,387 1,373 1,509 1,510 1,704 1,718
Household goods 14 830 765 596 798 771 929 840
Trading companies 8 3,148 2,271 1,663 3,306 4,142 3,213 3,644
Sectors Retailing 19 1,497 1,612 1,310 1,737 1,667 1,936 1,897
Senices 18 1,672 1,731 1,509 1,566 1,638 1,885 1,722
Software 15 620 813 1,172 1,454 1,197 1,662 1,176
Media 3 364 154 -2 286 276 229 246
Telecommunications 12 4,769 2,761 8,419 4,399 4,292 5,369 5,177
Construction, engineering 8 696 734 636 613 550 684 654
Housing, real estate 20 2,055 2,165 1,878 2,225 2,293 2,456 2,525
Transportation 24 2,474 2,170 -1,573 859 1,434 2,174 2,590
Utilities 10 992 1,167 965 796 620 872 805
Financials 24 6,366 5,785 5,583 5,815 6,356 6,743 7,019

Note: Figures exclude listed consolidated subsidiaries. Index composition for period through FY20 differs from index composition from FY21 onwards. Accordingly, prior-year
comparison base for y-y changes has altered, thereby resulting in different y-y figures than before. Latest estimates as of 1 September 2021; previous estimates as of 1 June
2021.

Source: Nomura
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Fig. 9: Percentage change in quarterly sales and profits (FY20 Q2-FY21 Q1)

Operating profits Recurring profits Net profits
Q2 Q3 Q4 Q3 Q4 Q1 Q3
Russell/Nomura Large Cap - - - - - - - -t <175 289 2638 146.7; -16.2 37.8 SP 159.3
Russell/Nomura Large Cap (exfinancials) -10.2 -2.3 3.6 253] -276 10.2 492 2216} -17.1 349 2909 1823 -14.2 41.1 SP 2003
Industri |Manufacturing -9.6 -1.2 56 35.5{ -215 37.1 1418 3827 -229 49.6 227.3 3029; -233 58.2 1,629.7 591.7
al Basic materials -16.3 -8.2 25 33.0{ -51.6 99.5 SP 9589} -56.3 88.5 SP 1,439.7; -87.0 1,016.9 SP SP
groups Processing -8.8 1.3 8.2 45.0f -17.3 37.7 93.0 1,285.3] -18.0 58.8 1728 462.7 -8.2 49.3 9045 8104
Nonmanufacturing - - - - - - - - 121 140 3187 78.1 -8.6 21.7 SP 60.7
Nonmanufacturing (exfinancials) -11.1 -3.8 1.2 13.9{ -35.0 -19.8 -27.1 96.9 -8.8 20.2 447.4 99.9 0.5 22.6 SP 66.6
Basic materials -16.3 -8.2 25 33.0{ -51.6 99.5 SP 9589} -56.3 88.5 SP 1,439.7; -87.0 1,016.9 SP SP
Machinery, autos -9.6 1.4 74 59.5{ -18.9 535 179.7 SP} -19.9 50.0 2747 SP; -22.8 46.5 SP SP
Broad Electronics -7.3 1.2 95 26.9; -15.3 195 324 1429} -15.1 743 88.8 61.6 141 53.7 138.1 74.4
S Consumption, distribution -8.3 -2.9 6.6 18.8f -15.1 -2.0 6.9 89.0f -17.3 -3.9 476 102.7; -29.9 -2.8 525 13238
Information 0.5 39 -4.0 9.2 -0.0 6.6 12.6 45} 2603 135.1 SP 27.2 SP 190.3 SP  -19.6
Utilities, infrastructure -16.9 -7.8 -6.5 35{ -640 -505 -7451,040.2} -61.2 -414 -75.11,6258; -67.0 -43.8 LI SP
Financials - - - = - - - -f -20.2 -25 116.0 38.8f -26.6 19.2 8,108.7 48.8
Chemicals -16.1 -8.5 33 32.7{ -319 -8.6 2,376.2 354.6{ -355 -1353,8024 4322; -428 115 SP SP
Steel, nonferrous metals -16.7 -7.3 0.2 33.6 SL SP SP SP SL SP SP SP SL SP SP SP
Machinery -7.1 -0.3 5.2 29.2{ -20.0 428 719 2523} -18.7 405 133.0 193.6; -23.6 6.7 150.7 191.7
Automobiles -10.3 18 8.1 70.9{ -185 56.7 269.6 SP} -20.3 52.7 382.1 SP{ -226 63.1 SP SP
Electrical machinery, precision equipment -7.3 12 95 269, -153 195 324 1429 -151 743 8838 616 141 537 1381 74.4
Pharmaceuticals, healthcare -2.8 -0.6 -2.2 10.1f{ -21.6 15.2 29.8 301} -242 113 710 33.1; -415 18.2 455 345
Food products -3.0 -3.4 -0.9 7.6 153 -11.2 334 25.6 109 -105 38.1 30.7 53 -114 435 27.1
Household goods -9.0 -1.2 26 20.1f -19.7 -1.7 -9.3 954} -19.6 7.9 112 1328 -20.8 -14 -245 2589
Trading companies -14.1 -55 19.2 36.4{ -375 -30.7 8.1 2463} -376 -299 SP 2405 -378 -317 SP 2924
Sectors |Retailing -5.5 -1.0 -1.1 9.1 -14 179 -18.9 83.6 -2.2 124 -152 97.3f -183 16.4 -155 4246
Services -6.4 -1.8 1.2 8.8 -15.6 5.4 72 1434} -16.2 4.6 8.2 1458 -442 83 -49.6 207.0
Software 8.1 52 8.5 59 36.1 30.7 13.6 7.2 348 220 29.7 11.2 7.7 216 64.6 14.2
Media -20.9 -8.4 -2.0 246f -98.2 SL 9.2 978.0; -87.6 LI -89 886.0 SL LI -547 SP
Telecommunications 25 56 -6.3 8.8 -04 130 127 -4.8f 587.8 1820 SP 264 SP 2696 SP -26.1
Construction, engineering -125 -9.2 -8.0 47 -15.2 -81 -199 -33.1} -15.1 -96 -185 -294f -105 7.0 -119 -294
Housing, real estate -9.6 111 -11.0 113} -254 262 -146 416 -26.9 268 -16.0 40.0; -30.9 454 -159 54.4
Transportation -33.7 -219 -167 198 SL -99.9 LI LS SL -922 LI SP SL SL LI SP
Utilities -6.6 -7.4 91 -173 327 -842 -706 -46.0 419 -328 SL  -329 16.0 3.9 LS -36.0
Financials - - - - - - - 5| -20.2 -25 1160 38.8; -266  19.2 8,108.7  48.8

Note: (1) Q1 = Feb-Apr, Mar-May, or Apr-Jun; Q2 = May-Jul, Jun-Aug, or Jul-Sep; Q3 = Aug-Oct, Sep-Nov, or Oct-Dec; Q4 = Nov-Jan, Dec-Feb, or Jan-Mar. (2) Figures are for
companies that had announced results (either full year, Q1, Q2, or Q3) by 1 September 2021. (3) Excludes consolidated subsidiaries. (4) SP = switch to profits; SL = switch to
losses; LS = losses shrinking; LI = losses increasing.

Source: Nomura
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Fig. 10: Valuation indicators

P/E P/CF P/B Dividend yield ROE
FY21E FY22E FY23E FY21E FY22E FY23E FY20FY21E FY21E FY22E FY23E FY20FY21E FY22E FY23E
X X X X X X X X % % % % % %
Russell/Nomura Large Cap 16.5 14.8 14.2 - - -] 150 145 213 224 242 7.16 9.0 9.5 9.4
Russell/Nomura Large Cap (ex loss-making cos) || 15.9 14.4 13.8 - - -l 1.64 143 217 230 2.49| 9.40 9.3 9.5 9.4
Russell/Nomura Large Cap (ex financials) 175 157 151 9.6 9.0 8.7 172 165| 199 209 2.26| 7.53 9.7 10.2 10.0
Industrial :Manufacturing 18.0 16.5 15.4 10.5 9.8 94| 189 179 190 206 2.20( 7.01 103 105 10.5
groups Basic materials 11.3 117 11.2 5.7 5.7 56/ 1.19 112 292 289 297 3.63 10.3 9.3 9.1
Processing 17.8 159 14.6/ 10.8 9.9 93] 190 180 1.71 192 212 7.60 105 10.9 11.0
Nonmanufacturing 147 13.0 12.7 - - - 116 115 245 250 274 730 79 86 83
Nonmanufacturing (ex financials) 16.6 145 145 8.4 7.8 78] 148 146 215 215 235 8.26 9.0 9.7 9.1
Basic materials 113 117 11.2| 57 57 56 119 1.12[ 292 289 297| 3.63 103 93 9.1
Machinery, autos 143 127 118/ 9.0 82 7.8] 143 1.38] 219 250 273 569 10.0 10.6 10.6
d Electronics 22.8 20.5 186| 132 122 11.4| 272 247 128 140 1571102 114 115 11.7
5'2::;3 Consumption, distribution 205 200 196| 121 118 117| 200 1091 100 195 202| 647 96 93 9.0
Information 17.3 14.6 145 8.6 7.9 79| 184 191 230 217 2682432 11.3 12.6 11.8
Utilities, infrastructure 154 11.3 114 6.7 5.8 57[ 1.08 105 242 256 255 1.37 7.0 9.0 8.4
Financials 9.7 88 81 - - | 058 058 386 415 452 560 60 64 6.7
Chemicals 132 130 122| 6.6 65 62| 134 125 250 260 2.71] 428 99 93 94
Steel, nonferrous metals 6.6 7.6 8.0 3.4 3.6 3.7 074 0.72] 5.07 441 433 169 11.4 9.1 8.2
Machinery 229 20.6 19.4| 144 132 126| 2.12 216( 149 1.72 184 6.06 9.6 10.1 10.1
Automobiles 11.5 10.2 9.5 7.3 6.6 6.3 119 113 264 3.00 329 556 10.1 10.7 10.8
Electrical machinery, precision equipment 228 205 186| 13.2 122 11.4| 272 247] 128 140 157/ 11.02 114 115 117
Pharmaceuticals, healthcare 27.1 240 224| 165 151 144 257 247| 1.83 189 1.94| 835 9.3 10.0 102
Food products 209 183 16.7) 115 10.6 10.0) 1.93 185 270 2.87 3.03| 8.63 9.0 9.9 10.2
Household goods 311 295 36.7] 199 19.1 241) 3.79 355 127 133 115 8.02 11.9 11.6 10.9
Trading companies 6.9 7.8 8.0 4.4 4.8 48[ 0.99 093] 404 402 407 6.05 144 114 104
Sectors |{Retailing 288 250 234 141 130 123| 284 277/ 125 129 137| 584 99 107 10.6
Senices 37.7 356 358 206 199 200/ 1.73 170/ 1.04 105 124 396 46 47 45
Software 251 25.7 253| 211 215 21.2| 427 408 252 1.83 2951949 16.9 155 14.7
Media 176 199 28.1| 114 123 150( 1.11 1.76/ 169 169 211| -2.73 10.4 8.6 5.8
Telecommunications 148 116 11.4 6.4 5.7 5.7] 149 148 222 239 2572889 102 122 11.6
Construction 109 92 90/ 89 77 75 087 088 325 363 3801042 82 93 90
Housing, real estate 13.1 12,0 114/ 9.0 84 80| 128 1.22| 249 267 283 863 96 98 96
Transportation 206 114 125 7.5 5.8 6.1 1.37 134 196 2.08 1.88| -9.47 6.6 11.3 9.5
Utilities 14.3 10.8 9.8 2.8 2.6 25| 052 051 331 331 331 5.60 3.6 4.6 5.0
Financials 9.7 88 81 - - -| 058 058 386 415 452 560 60 64 67
Russell/Nomura Small Cap 158 146 144 - - - 113 103 230 237 241 504 67 69 6.7
Russell/Nomura Small Cap (ex financials) 16.7 155 15.2 8.5 8.1 81] 133 1.18] 186 192 1.97| 525 7.3 7.4 7.2

Note: As of 1 September 2021.
Source: Nomura
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What are the Russell/Nomura Japan Equity Indexes?

The Russell/Nomura Japan Equity Indexes are Japanese equity indexes developed jointly by FTSE Russell Indexes and the
Global Research Division, Financial Engineering & Technology Research Center, Nomura Securities Co., Ltd.

Russell/Nomura Japan Equity Indexes should be useful in:
e Determining investment strategies (strategic asset allocation)
e Determining manager structures
e Devising asset management benchmarks
e  Supporting portfolio management activities
e Evaluating the performance of various investment styles

e Managing risk

Russell/Nomura Japan Equity Indexes have the following characteristics:

e They are share price indexes that are weighted by free-float-adjusted market capitalization and cover the top 98% of all
listed stocks in terms of float-adjusted market capitalization, thereby offering broad market coverage

e In addition to stocks listed on the First Section of the Tokyo Stock Exchange (TSE-1), they include stocks listed on
other exchanges

e Because the indexes take into consideration the stable shareholding ratio, they reflect the stocks that are actually
available for investment

e There are style indexes for large and small companies and for value and growth stocks

e The Prime Index consists of the top 1,000 stocks in the Total Market Index by market cap excluding stable
shareholdings

e  Stocks are selected quantitatively based on clearly defined criteria

e The composition of each index is reviewed once a year.

Complete details of rules for the Russell/Nomura Japan Equity Index can be found in the Russell/Nomura Japan Equity Index
Rulebook.

The intellectual property right and any other rights, in Russell/Nomura Japan Equity Index belong to Nomura Securities Co., Ltd.
("Nomura") and Frank Russell Company ("Russell"). Nomura and Russell do not guarantee accuracy, completeness, reliability,
usefulness, marketability, merchantability or fithess of the Index, and do not account for business activities or services that any
index user and/or its affiliates undertakes with the use of the Index.
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ratings. Credit ratings are statements of opinions and are not statements of fact or recommendations to purchase hold or sell securities. They do
not address the suitability of securities or the suitability of securities for investment purposes, and should not be relied on as investment advice.
Any MSCI sourced information in this document is the exclusive property of MSCI Inc. (‘MSCI’). Without prior written permission of MSCI, this
information and any other MSCI intellectual property may not be duplicated, reproduced, re-disseminated, redistributed or used, in whole or in
part, for any purpose whatsoever, including creating any financial products and any indices. This information is provided on an "as is" basis. The
user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or
compiling the information hereby expressly disclaim all representations, warranties or undertakings of originality, fairness, accuracy,
completeness, correctness, merchantability or fithess for a particular purpose with respect to any of this material or the information contained in
this material or otherwise arising in connection therewith. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any
third party involved in, or related to, computing or compiling the information have any liability (in negligence or otherwise, and in whole or in part)
for any damages of any kind. MSCI and the MSCI indexes are services marks of MSCI and its affiliates.

The intellectual property rights and any other rights, in Russell/Nomura Japan Equity Index belong to Nomura Securities Co., Ltd. ("Nomura")
and Frank Russell Company ("Russell"). Nomura and Russell do not guarantee fairness, accuracy, completeness, correctness, reliability,
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usefulness, marketability, merchantability or fithess of the Index, and do not account for business activities or services that any index user
and/or its affiliates undertakes with the use of the Index.

Investors should consider this document as only a single factor in making their investment decision and, as such, the report should not be
viewed as identifying or suggesting all risks, direct or indirect, that may be associated with any investment decision. Nomura Group produces a
number of different types of research product including, among others, fundamental analysis and quantitative analysis; recommendations
contained in one type of research product may differ from recommendations contained in other types of research product, whether as a result of
differing time horizons, methodologies or otherwise. The Nomura Group publishes research product in a number of different ways including the
posting of product on the Nomura Group portals and/or distribution directly to clients. Different groups of clients may receive different products
and services from the research department depending on their individual requirements.

Figures presented herein may refer to past performance or simulations based on past performance which are not reliable indicators of future or
likely performance. Where the information contains an expectation, projection or indication of future performance and business prospects, such
forecasts may not be a reliable indicator of future or likely performance. Moreover, simulations are based on models and simplifying
assumptions which may oversimplify and not reflect the future distribution of returns. Any figure, strategy or index created and published for
illustrative purposes within this document is not intended for “use” as a “benchmark” as defined by the European Benchmark Regulation.
Certain securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of, or income derived
from, the investment.

With respect to Fixed Income Research: Recommendations fall into two categories: tactical, which typically last up to three months; or strategic,
which typically last from 6-12 months. However, trade recommendations may be reviewed at any time as circumstances change. ‘Stop loss’
levels for trades are also provided; which, if hit, closes the trade recommendation automatically. Prices and yields shown in recommendations
are taken at the time of submission for publication and are based on either indicative Bloomberg, Reuters or Nomura prices and yields at that
time. The prices and yields shown are not necessarily those at which the trade recommendation can be implemented.

The securities described herein may not have been registered under the US Securities Act of 1933 (the “1933 Act’), and, in such case, may not
be offered or sold in the US or to US persons unless they have been registered under the 1933 Act, or except in compliance with an exemption
from the registration requirements of the 1933 Act. Unless governing law permits otherwise, any transaction should be executed via a Nomura
entity in your home jurisdiction.

This document has been approved for distribution in the UK as investment research by Nliplc. Nlplc is authorised by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Niplc is a member of the London Stock
Exchange. This document does not constitute a personal recommendation within the meaning of applicable regulations in the UK, or take into
account the particular investment objectives, financial situations, or needs of individual investors. This document is intended only for investors
who are 'eligible counterparties' or ‘professional clients' for the purposes of applicable regulations in the UK, and may not, therefore, be
redistributed to persons who are 'retail clients' for such purposes.

This document has been approved for distribution in the European Economic Area as investment research by Nomura Financial Products
Europe GmbH (“NFPE”). NFPE is a company organized as a limited liability company under German law registered in the Commercial Register
of the Court of Frankfurt/Main under HRB 110223. NFPE is authorized and regulated by the German Federal Financial Supervisory Authority
(BaFin).

This document has been approved by NIHK, which is regulated by the Hong Kong Securities and Futures Commission, for distribution in Hong
Kong by NIHK. This document is intended only for investors who are 'professional investors' for the purposes of applicable regulations in Hong
Kong and may not, therefore, be redistributed to persons who are not 'professional investors' for such purposes.

This document has been approved for distribution in Australia by NAL, which is authorized and regulated in Australia by the ASIC.

This document has also been approved for distribution in Malaysia by NSM.

In Singapore, this document has been distributed by NSL, an exempt financial adviser as defined under the Financial Advisers Act (Chapter
110), among other things, and regulated by the Monetary Authority of Singapore. NSL may distribute this document produced by its foreign
affiliates pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. Where the recipient of this document is not
an accredited, expert or institutional investor as defined by the Securities and Futures Act (Chapter 289), NSL accepts legal responsibility for the
contents of this document in respect of such recipient only to the extent required by law. Recipients of this document in Singapore should
contact NSL in respect of matters arising from, or in connection with, this document. THIS DOCUMENT IS INTENDED FOR GENERAL
CIRCULATION. IT DOES NOT TAKE INTO ACCOUNT THE SPECIFIC INVESTMENT OBJECTIVES, FINANCIAL SITUATION OR
PARTICULAR NEEDS OF ANY PARTICULAR PERSON. RECIPIENTS SHOULD TAKE INTO ACCOUNT THEIR SPECIFIC INVESTMENT
OBJECTIVES, FINANCIAL SITUATION OR PARTICULAR NEEDS BEFORE MAKING A COMMITMENT TO PURCHASE ANY SECURITIES,
INCLUDING SEEKING ADVICE FROM AN INDEPENDENT FINANCIAL ADVISER REGARDING THE SUITABILITY OF THE INVESTMENT,
UNDER A SEPARATE ENGAGEMENT, AS THE RECIPIENT DEEMS FIT.

Unless prohibited by the provisions of Regulation S of the 1933 Act, this material is distributed in the US, by NSI, a US-registered broker-dealer,
which accepts responsibility for its contents in accordance with the provisions of Rule 15a-6, under the US Securities Exchange Act of 1934.
The entity that prepared this document permits its separately operated affiliates within the Nomura Group to make copies of such documents
available to their clients.

This document has not been approved for distribution to persons other than ‘Authorised Persons’, ‘Exempt Persons’ or ‘Institutions’ (as defined
by the Capital Markets Authority) in the Kingdom of Saudi Arabia (‘Saudi Arabia’) or a 'Market Counterparty’ or a 'Professional Client' (as defined
by the Dubai Financial Services Authority) in the United Arab Emirates (‘UAE’) or a ‘Market Counterparty’ or a ‘Business Customer’ (as defined
by the Qatar Financial Centre Regulatory Authority) in the State of Qatar (‘Qatar’) by Nomura Saudi Arabia, Nlplc or any other member of the
Nomura Group, as the case may be. Neither this document nor any copy thereof may be taken or transmitted or distributed, directly or indirectly,
by any person other than those authorised to do so into Saudi Arabia or in the UAE or in Qatar or to any person other than ‘Authorised Persons’,
‘Exempt Persons’ or ‘Institutions’ located in Saudi Arabia or a 'Market Counterparty’ or a 'Professional Client' in the UAE or a ‘Market
Counterparty’ or a ‘Business Customer’ in Qatar. Any failure to comply with these restrictions may constitute a violation of the laws of the UAE
or Saudi Arabia or Qatar.

For report with reference of TAIWAN public companies or authored by Taiwan based research analyst:

THIS DOCUMENT IS SOLELY FOR REFERENCE ONLY. You should independently evaluate the investment risks and are solely responsible
for your investment decisions. NO PORTION OF THE REPORT MAY BE REPRODUCED OR QUOTED BY THE PRESS OR ANY OTHER
PERSON WITHOUT WRITTEN AUTHORIZATION FROM NOMURA GROUP. Pursuant to Operational Regulations Governing Securities Firms
Recommending Trades in Securities to Customers and/or other applicable laws or regulations in Taiwan, you are prohibited to provide the
reports to others (including but not limited to related parties, affiliated companies and any other third parties) or engage in any activities in
connection with the reports which may involve conflicts of interests. INFORMATION ON SECURITIES / INSTRUMENTS NOT EXECUTABLE
BY NOMURA INTERNATIONAL (HONG KONG) LTD., TAIPEI BRANCH IS FOR INFORMATIONAL PURPOSES ONLY AND IS NOT BE
CONSTRUED AS A RECOMMENDATION OR A SOLICITATION TO TRADE IN SUCH SECURITIES / INSTRUMENTS.

This material may not be distributed in Indonesia or passed on within the territory of the Republic of Indonesia or to persons who are Indonesian
citizens (wherever they are domiciled or located) or entities of or residents in Indonesia in a manner which constitutes a public offering under the
laws of the Republic of Indonesia. The securities mentioned in this document may not be offered or sold in Indonesia or to persons who are
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citizens of Indonesia (wherever they are domiciled or located) or entities of or residents in Indonesia in a manner which constitutes a public
offering under the laws of the Republic of Indonesia.

This document is prepared by Nomura Group or its subsidiary or affiliate (collectively, “Offshore Issuers”) that is not licensed in the People’s
Republic of China (“PRC”, excluding Hong Kong, Macau and Taiwan, for the purpose of this document) to provide securities research and this
research report is not approved or intended to be circulated in the PRC. The A-share related analysis (if any) is not produced for any persons
located or incorporated in the PRC. The recipients should not rely on any information contained in the research report in making investment
decisions and Offshore Issuers take no responsibility in this regard.

NO PART OF THIS MATERIAL MAY BE (I) COPIED, PHOTOCOPIED, REPRODUCED OR DUPLICATED IN ANY FORM, BY ANY MEANS;
OR (Il) REDISSEMINATED, REPUBLISHED OR REDISTRIBUTED WITHOUT THE PRIOR WRITTEN CONSENT OF A MEMBER OF THE
NOMURA GROUP. If this document has been distributed by electronic transmission, such as e-mail, then such transmission cannot be
guaranteed to be secure or error-free as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain
viruses. The sender therefore does not accept liability (in negligence or otherwise, and in whole or in part) for any errors or omissions in the
contents of this document, which may arise as a result of electronic transmission. If verification is required, please request a hard-copy version.
Disclaimers required in Japan

Credit ratings in the text that are marked with an asterisk (*) are issued by a rating agency not registered under Japan’s Financial Instruments
and Exchange Act (“Unregistered Ratings”). For details on Unregistered Ratings, please contact the Research Production Operation Dept. of
Nomura Securities Co., Ltd.

Investors in the financial products offered by Nomura Securities may incur fees and commissions specific to those products (for example,
transactions involving Japanese equities are subject to a sales commission (all figures on a tax-inclusive basis) of up to 1.43% of the transaction
amount or a commission of ¥2,860 for transactions of ¥200,000 or less, while transactions involving investment trusts are subject to various
fees, such as commissions at the time of purchase and asset management fees, such as commissions at the time of purchase and asset
management fees (trust fees), specific to each investment trust).

In addition, all products carry the risk of losses owing to price fluctuations or other factors. Fees and risks vary by product. Please thoroughly
read the written materials provided, such as documents delivered before making a contract, listed securities documents, or prospectuses.
Transactions involving Japanese equities (including Japanese REITs, Japanese ETFs, and Japanese ETNs, Japanese Infrastructure Funds)
are subject to a sales commission of up to 1.43% (tax included) of the transaction amount (or a commission of ¥2,860 (tax included) for
transactions of ¥200,000 or less). When Japanese equities are purchased via OTC transactions (including offerings), only the purchase price
shall be paid, with no sales commission charged. However, Nomura Securities may charge a separate fee for OTC transactions, as agreed with
the customer. Japanese equities carry the risk of losses owing to price fluctuations. Japanese REITs carry the risk of losses owing to
fluctuations in price and/or earnings of underlying real estate. Japanese ETFs and ETNs carry the risk of losses owing to fluctuations in the
underlying indexes or other benchmarks. Japanese Infrastructure Funds carry out the risk of losses owing to fluctuations in price and/or
earnings of underlying infrastructures.

Transactions involving foreign equities are subject to a domestic sales commission of up to 1.045% (tax included) of the transaction amount
(which equals the local transaction amount plus local fees and taxes in the case of a purchase or the local transaction amount minus local fees
and taxes in the case of a sale) (for transaction amounts of ¥750,000 and below, maximum domestic sales commission is ¥7,810 (tax
included)). Local fees and taxes in foreign financial instruments markets vary by country/territory. When foreign equities are purchased via OTC
transactions (including offerings), only the purchase price shall be paid, with no sales commission charged. However, Nomura Securities may
charge a separate fee for OTC transactions, as agreed with the customer. Foreign equities carry the risk of losses owing to factors such as price
fluctuations and foreign exchange rate fluctuations.

Margin transactions are subject to a sales commission of up to 1.43% (tax included) of the transaction amount (or a commission of ¥2,860 (tax
included) for transactions of ¥200,000 or less), as well as management fees and rights handling fees. In addition, long margin transactions are
subject to interest on the purchase amount, while short margin transactions are subject to fees for the lending of the shares borrowed. A margin
equal to at least 30% of the transaction amount (at least 33% for online transactions) and at least ¥300,000 is required. With margin
transactions, an amount up to roughly 3.3x the margin (roughly 3x for online transactions) may be traded. Margin transactions therefore carry
the risk of losses in excess of the margin owing to share price fluctuations. For details, please thoroughly read the written materials provided,
such as listed securities documents or documents delivered before making a contract.

Transactions involving convertible bonds are subject to a sales commission of up to 1.10% (tax included) of the transaction amount (or a
commission of ¥4,400 (tax included) if this would be less than ¥4,400). When convertible bonds are purchased via OTC transactions (including
offerings), only the purchase price shall be paid, with no sales commission charged. However, Nomura Securities may charge a separate fee for
OTC transactions, as agreed with the customer. Convertible bonds carry the risk of losses owing to factors such as interest rate fluctuations and
price fluctuations in the underlying stock. In addition, convertible bonds denominated in foreign currencies also carry the risk of losses owing to
factors such as foreign exchange rate fluctuations.

When bonds are purchased via public offerings, secondary distributions, or other OTC transactions with Nomura Securities, only the purchase
price shall be paid, with no sales commission charged. Bonds carry the risk of losses, as prices fluctuate in line with changes in market interest
rates. Bond prices may also fall below the invested principal as a result of such factors as changes in the management and financial
circumstances of the issuer, or changes in third-party valuations of the bond in question. In addition, foreign currency-denominated bonds also
carry the risk of losses owing to factors such as foreign exchange rate fluctuations.

When Japanese government bonds (JGBs) for individual investors are purchased via public offerings, only the purchase price shall be paid, with
no sales commission charged. As a rule, JGBs for individual investors may not be sold in the first 12 months after issuance. When JGBs for
individual investors are sold before maturity, an amount calculated via the following formula will be subtracted from the par value of the bond
plus accrued interest: (1) for 10-year variable rate bonds, an amount equal to the two preceding coupon payments (before tax) x 0.79685 will be
used, (2) for 5-year and 3-year fixed rate bonds, an amount equal to the two preceding coupon payments (before tax) x 0.79685 will be used.
When inflation-indexed JGBs are purchased via public offerings, secondary distributions (uridashi deals), or other OTC transactions with
Nomura Securities, only the purchase price shall be paid, with no sales commission charged. Inflation-indexed JGBs carry the risk of losses, as
prices fluctuate in line with changes in market interest rates and fluctuations in the nationwide consumer price index. The notional principal of
inflation-indexed JGBs changes in line with the rate of change in nationwide CPI inflation from the time of its issuance. The amount of the
coupon payment is calculated by multiplying the coupon rate by the notional principal at the time of payment. The maturity value is the amount
of the notional principal when the issue becomes due. For JI17 and subsequent issues, the maturity value shall not undercut the face amount.
Purchases of investment trusts (and sales of some investment trusts) are subject to a purchase or sales fee of up to 5.5% (tax included) of the
transaction amount. Also, a direct cost that may be incurred when selling investment trusts is a fee of up to 2.0% of the unit price at the time of
redemption. Indirect costs that may be incurred during the course of holding investment trusts include, for domestic investment trusts, an asset
management fee (trust fee) of up to 5.5% (tax included/annualized basis) of the net assets in trust, as well as fees based on investment
performance. Other indirect costs may also be incurred. For foreign investment trusts, indirect fees may be incurred during the course of holding
such as investment company compensation.

Investment trusts invest mainly in securities such as Japanese and foreign equities and bonds, whose prices fluctuate. Investment trust unit
prices fluctuate owing to price fluctuations in the underlying assets and to foreign exchange rate fluctuations. As such, investment trusts carry
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the risk of losses. Fees and risks vary by investment trust. Maximum applicable fees are subject to change; please thoroughly read the written
materials provided, such as prospectuses or documents delivered before making a contract.

In interest rate swap transactions and USD/JPY basis swap transactions (“interest rate swap transactions, etc.”), only the agreed transaction
payments shall be made on the settlement dates. Some interest rate swap transactions, etc. may require pledging of margin collateral. In some
of these cases, transaction payments may exceed the amount of collateral. There shall be no advance notification of required collateral value or
collateral ratios as they vary depending on the transaction. Interest rate swap transactions, etc. carry the risk of losses owing to fluctuations in
market prices in the interest rate, currency and other markets, as well as reference indices. Losses incurred as such may exceed the value of
margin collateral, in which case margin calls may be triggered. In the event that both parties agree to enter a replacement (or termination)
transaction, the interest rates received (paid) under the new arrangement may differ from those in the original arrangement, even if terms other
than the interest rates are identical to those in the original transaction. Risks vary by transaction. Please thoroughly read the written materials
provided, such as documents delivered before making a contract and disclosure statements.

In OTC transactions of credit default swaps (CDS), no sales commission will be charged. When entering into CDS transactions, the protection
buyer will be required to pledge or entrust an agreed amount of margin collateral. In some of these cases, the transaction payments may exceed
the amount of margin collateral. There shall be no advance notification of required collateral value or collateral ratios as they vary depending on
the financial position of the protection buyer. CDS transactions carry the risk of losses owing to changes in the credit position of some or all of
the referenced entities, and/or fluctuations of the interest rate market. The amount the protection buyer receives in the event that the CDS is
triggered by a credit event may undercut the total amount of premiums that he/she has paid in the course of the transaction. Similarly, the
amount the protection seller pays in the event of a credit event may exceed the total amount of premiums that he/she has received in the
transaction. All other conditions being equal, the amount of premiums that the protection buyer pays and that received by the protection seller
shall differ. In principle, CDS transactions will be limited to financial instruments business operators and qualified institutional investors.
Transfers of equities to another securities company via the Japan Securities Depository Center are subject to a transfer fee of up to ¥11,000
(tax included) per issue transferred depending on volume. No account fee will be charged for marketable securities or monies deposited.

Nomura Securities Co., Ltd.

Financial instruments firm registered with the Kanto Local Finance Bureau (registration No. 142)

Member associations: Japan Securities Dealers Association; Japan Investment Advisers Association; The Financial Futures Association of
Japan; and Type Il Financial Instruments Firms Association.

The Nomura Group manages conflicts with respect to the production of research through its compliance policies and procedures (including, but
not limited to, Conflicts of Interest, Chinese Wall and Confidentiality policies) as well as through the maintenance of Chinese Walls and
employee training.
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