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Summary and major assumptions

Overview of the corporate earnings outlook for FY22

Our analysts' forecasts put FY22 sales growth for Russell/Nomura Large Cap companies at 13.3% y-y, operating profit growth
at 11.2%, recurring profit growth at 9.6%, and after-tax profit growth at 7.6% (sales and operating profit figures exclude financial
companies here and below). Excluding SoftBank Group [9984], at which investment income has an outsized impact, our
analysts forecast recurring profit growth for Russell/Nomura Large Cap companies at 7.2% and after-tax profit growth at 3.1%.
The average forex assumption upon which these analyst forecasts are based is USD/JPY of 129.93 for FY22, up 17.59 from
FY21. Based on the forex sensitivity figures estimated by our analysts (profit impact from every ¥1 change against the dollar),
we estimate that FY22 recurring profit growth forecasts (excluding SoftBank Group) were pushed up 6.6ppt by the weaker yen.
Excluding this forex impact, the underlying recurring profit growth forecast comes to +0.6% y-y.

The recurring profit forecast in our updated bottom-up forecasts for FY22 is 1.4% lower than the number in the compiled
forecasts we presented in our previous survey on 1 June, and 0.2% higher when excluding SoftBank Group. Here too, though,
changes to forex assumptions are pushing up FY22 recurring profit forecasts by 3.6%. When excluding the forex impact, these
forecasts were revised down by 3.4%.

Overview of the corporate earnings outlook for FY23

Our analysts' forecasts put FY23 sales growth for Russell/Nomura Large Cap companies at 1.8% y-y, operating profit growth at
11.7%, recurring profit growth at 8.0%, and after-tax profit growth at 7.7%. Excluding SoftBank Group, our analysts forecast
recurring profit growth for Russell/Nomura Large Cap companies at 6.6% and after-tax profit growth at 6.2%. FY23 recurring
profit forecasts were revised down 0.8% from our previous compilation despite the benefits from reflecting a revision to our forex
assumption from USD 120 to 130. Factors behind the downward revision include deterioration in the outlook for semiconductor-
related products (in the electrical machinery & precision equipment sector) resulting from a slowdown in consumer demand for
digital equipment, and a slowdown in the US housing market (affecting the chemicals sector) from a rise in interest rates.
Compared with the revisions to FY22 forecasts, more FY23 forecast revisions cite declines in demand caused by economic
deterioration.

Much of the recurring profit growth forecast for FY22 stems from the weaker yen, and when excluding the impact of changes to
forex assumptions, our recurring profit forecasts were revised down for both FY22 and FY23. We think the underlying earnings
outlook for Japanese corporations factoring out forex benefits is getting tougher.
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Fig. 1: Overview of consolidated earnings forecasts for the Russell/Nomura Large Cap Index

No. New Old

of cos FY19 FY20 FY21 FY22E FY23EQj FY21E FY22E

Category Actual Actual Actual E E E E
Russell/Nomura Large Cap (exfinancials) 265 -2.5 -7.5 14.1 13.3 1.8 10.3 2.2
Manufacturing 145 2.7 -8.0 15.2 15.6 3.2 12.0 3.9
Sales Basic materials 29 20 -12.1 28.8 234 -0.9 19.6 0.5
(% y-y) Processing 74 -4.5 -7.7 13.3 14.4 4.8 11.0 5.3
Nonmanufacturing (exfinancials) 120 -2.3 -6.8 12.8 10.4 -0.1 8.2 0.1
Russell/Nomura Small Cap (exfinancials) 1,093 0.3 -6.1 7.3 9.0 4.1 6.9 4.0
Russell/Nomura Large Cap (exfinancials) 265 -23.7 -18.9 58.3 11.2 11.7 12.3 9.3
. . Manufacturing 145 -23.2 -3.4 58.2 12.7 6.6 10.2 9.9
Operating profits 1”523 aterials 29| 487 137 1485 10 64| 52 52
(%0 y-y) Processing 74| 201 86 529 165 1041|| 161 113
Nonmanufacturing (exfinancials) 120| -243 -36.2 58.5 8.1 23.0 15.7 8.3
Russell/Nomura Small Cap (exfinancials) 1,093 -6.0 -125 37.8 10.1 12.7 9.9 11.6
Russell/Nomura Large Cap 287 -20.5 4.5 34.1 9.6 8.0 11.1 7.3
Russell/Nomura Large Cap (exfinancials) 265 -22.3 5.6 345 11.1 7.7 12.9 7.3
Manufacturing 145| -27.2 7.6 56.9 11.2 5.2 7.0 9.5
) ) Basic materials 29| 520 13.7 164.2 0.3 -6.6 -6.2 4.9
(Ro/‘:‘;/‘_‘;)””g profits 1~ 5 cessing . 74| 245 87 478 132 84| 104 108
Nonmanufacturing 142 -143 2.0 14.7 7.8 11.2 15.7 4.9
Nonmanufacturing (exfinancials) 120 -16.0 3.3 8.8 10.9 11.7 22.2 4.2
Russell/Nomura Small Cap 1,178 -7.3 -5.9 45.0 6.4 9.4 3.8 10.5
Russell/Nomura Small Cap (exfinancials) 1,093 -9.5 -7.0 50.1 6.0 9.7 3.3 11.0
Russell/Nomura Large Cap 287 -31.6 16.3 38.9 7.6 7.7 9.7 6.7
Russell/Nomura Large Cap (exfinancials) 265| -35.6 18.3 395 10.0 7.3 12.3 6.6
Manufacturing 145] -40.3 164 66.8 6.8 54 2.5 9.5
) Basic materials 29| -826 73.7 3085 -8.3 -6.8 -14.7 3.8
,(Al;t)e;_-}t/?x Uil Processing . 74| 379 189 514 95 8.3 6.3 111
Nonmanufacturing 142 -22.2 16.2 15.1 8.6 10.4 18.3 3.8
Nonmanufacturing (exfinancials) 120| -28.8 20.7 7.6 15.6 10.5 29.2 25
Russell/Nomura Small Cap 1,178| -12.0 2.1 72.2 9.5 6.4 6.8 7.1
Russell/Nomura Small Cap (exfinancials) 1,093 -13.9 1.2 84.9 9.8 6.1 6.0 7.8

Note: Latest estimates as of 1 September 2022, previous estimates as of 1 June 2022.
Source: Nomura

Fig. 2: Key earnings estimate assumptions

As of 15 Jul 2022 As of 18 Apr 2022

Industrial Industrial

ErERluEaR Pc'J:I\l(cy rgte WTI Exch;r:lg()e rate e PoFI:;:y rzte WTI Exch;r:/gi rate
2015 base year (FY-end) g 2015 base year (Fy-end) g

%y-y % $/bbl  USD/IJPY EURIJPY %y-y % $/bbl  USD/IJPY EUR/IJPY

FY FY21 5.7 -0.10 77.0] 11234 13051 5.8 -0.10 77.0| 11234 130.51
FY22 2.2 -0.10 93.7]| 129.93 132.02 4.1 -0.10 100.0| 120.00 130.00

FY23 12 -0.10 78.4 | 130.00 130.00 25 -0.10 90.0| 120.00 130.00

Half-yearly  FY21 H1 12.2 -0.10 68.3| 109.75 130.80 124 -0.10 68.3| 109.75 130.80
FY21 H2 0.1 -0.10 85.7| 11493 130.23 0.1 -0.10 85.7| 11493 130.23

FY22 H1 1.0 -0.10 101.7 | 129.86 134.04 2.7 -0.10 103.3| 120.00 130.00

FY22 H2 3.4 -0.10 85.8| 130.00 130.00 55 -0.10 96.7 | 120.00 130.00

FY23 H1 1.7 -0.10 80.0| 130.00 130.00 3.4 -0.10 92.3| 120.00 130.00

FY23 H2 0.7 -0.10 76.8] 130.00 130.00 1.7 -0.10 87.7| 120.00 130.00

Note: WTI is the 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 FY22

For FY22, our analysts expect recurring profits to increase in 14 of 19 sectors and decrease in 5.

The transportation, telecommunications, automobile, and electrical machinery & precision equipment sectors are forecast to
make especially large contributions to aggregate growth in recurring profits.

We expect the recovery in travel to drive profit growth in the transportation sector. Although COVID-19 infection numbers in
Japan increased again from July, this led to few travel cancellations as no restrictions on movement were imposed. For the
telecommunications sector, the expectation for marked profit growth in FY22 has mostly to do with the drop-out of the
investment losses that SoftBank Group recorded in FY21. For the autos sector, we expect auto production to continue improving
in August and beyond as the impact of lockdowns in Shanghai and semiconductor shortages starts to fade. In addition to
benefits from the weaker yen, demand should remain high in the US given the pent-up demand that has built up. In the electrical
machinery & precision equipment sector, while we expect an impact from the decline in demand for consumer equipment, we
expect profit growth centered on automotive and industrial applications.

Sectors in which profits are forecast to decline include the utilities sector, the steel & nonferrous metals sector, the services
sector, and the media sector.

In the utilities sector, we forecast an increase in electric power procurement costs stemming from higher JEPX prices, and we
think companies will be unable to fully pass on the increase in costs as average fuel prices exceed the ceilings in the fuel cost
adjustment system. The steel & nonferrous metals sector is likely to be hit by a combination of deterioration in inventory
valuation gains/losses and lower sales volume. Profits in the media sector in FY22 are forecast to fall on the drop-out of gains
on the sale of fixed assets recorded in FY21.

Overview of the corporate earnings outlook for FY23

For FY23, our analysts expect recurring profits to increase in 14 out of 19 sectors and fall in five.
Sectors expected to make large contributions to overall profit growth include utilities, automobiles, telecoms, and financials.

For utilities, losses related to the fuel cost adjustment system should drop out of the picture, and we forecast hikes to electricity
rates and lower fuel expenses with the restart of nuclear reactors. We think automakers will be able to increase production
substantially as the semiconductor shortage is resolved. We expect demand to remain high through 2024 even in the event of
an economic recession given the pent-up demand in the US. In telecoms, we look for better cost efficiency, improvement in the
mobile ARPU trend, and a winding-down of upfront investment. For financials, we expect steady progress with overhead
controls at major banks as earnings in customer-facing operations take a positive turn.

We expect profit declines in sectors such as trading companies, chemicals, steel & nonferrous metals, and software.

For trading companies, earnings in resource operations appear likely to decline based on the assumption of a pause in the rise
in resource prices. In chemicals, we forecast a profit decline in the oil products subsector. We also forecast deterioration in PVC
margins in the US and elsewhere with the slowdown in housing demand in North America. In the steel & nonferrous metals
sector, we expect deterioration in inventory valuation gains/losses and a drop in steel prices at a lag to the drop in fuel and raw
material prices. For the software sector, we expect lower revenues in game businesses.
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Fig. 3: Contributions to recurring profit growth by sector for the Russell/Nomura Large Cap Index

FY22E FY23E
Increase in profits (%) Increase in profits (%)
i Growth EContributio Contribution Growth iContribution§ Contribution
14 sectors ! i (ex financials) 14 sectors | H i (ex financials)
Transportation 59.2 24.1 24.2 Utilities SP 34.0 40.3
Telecommunications 56.5 23.0 23.0 Automobiles 15.2 28.1 33.2
Automobiles 14.4 21.2 213 Telecommunications 38.5 26.9 31.9
Electrical machinery, precision equipment 14.2 20.4 20.5 Financials 9.9 155 -
Pharmaceuticals, healthcare 29.9 111 11.2 Pharmaceuticals, healthcare 9.9 53 6.2
Chemicals 7.2 7.0 7.0 Machinery 7.7 4.8 5.6
Food 185 51 Bl Household goods 27.2 4.5 5.3
Retailing 14.6 4.3 4.3 Services 8.9 3.8 4.5
Trading companies 3.6 3.7 3.7 Electrical machinery, precision equipment 1.6 2.8 3.3
Machinery 7.0 3.7 3.7 Housing, real estate 45 25 3.0
Housing, real estate 7.6 3.6 3.7 Transportation 25 18 2.1
Construction 135 1.1 11 Retailing 23 0.9 1.0
Financials 0.2 0.3 - Media 12.9 0.7 0.8
Household goods 0.6 0.1 0.1 Construction 5.1 0.5 0.6
Decrease in profits (%) Decrease in profits (%)
Growth iContribution: Contribution Growth i Contribution | Contribution

5sectors ex financials) 5 sectors i (ex financials)

Softw are 21 05 -05  Food -1 -0.6{ 0.8
Media -22.4 -1.4 -1.4 Softw are -2. -0.7] -0.8
Services -4.7 -1.9 -1.9 Steel, nonferrous metals -12. -3.6 -4.3
Steel, nonferrous metals -20.0 -6.7 -6.7 Chemicals -5. -5.8 -6.9
Utilities SL -18.1 -18.1 Trading companies -18.3} -21.2} -25.0

Note: SP = switch to profits; SL = switch to losses; LS = losses shrinking; LI = losses increasing.
Source: Nomura
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Revisions to recurring profit estimates

Overview of the corporate earnings outlook for FY22
Our analysts have raised their FY22 recurring profit forecasts for 11 of 19 sectors and lowered them for 8.

The upward revisions (in value terms) were particularly large for sectors such as autos, chemicals, steel & nonferrous metals,
and foods.

Upward revisions to forecasts for the autos industry mainly reflect assumptions for a weaker yen. For chemicals, we factor in the
weaker yen and brisk performance in PVC, electronic materials, and silicone resins. In the steel & nonferrous metals sector, we
expect a decline in input prices, particularly for coking coal, and since some majors have made clear that they are prioritizing
prices at the expense of volumes, we now expect better improvement in steel spreads. In the foods sector, we expect
separation of Russian operations to take longer than we had previously expected. We also factor in improved earnings at
pharma subsidiaries.

The largest downward revisions made were to forecasts for companies in the utilities sector, the telecoms sector, the trading
companies sector, and the electrical machinery & precision equipment sector.

For the utilities sector, we update our assumptions for higher costs for electric power sourced externally due to higher JEPX
prices and for yen depreciation, and we now expect a larger negative impact from the inability to pass on cost increases
because of fuel prices exceeding the ceilings in the fuel cost adjustment system. Revisions in the telecoms sector mainly relate
to downward revisions to forecasts for SoftBank Group's investment business. Even excluding SoftBank Group, however, we
have lowered our forecasts for the sector to reflect the impact of telecom service outages and shortfalls in game businesses. For
trading companies, we lowered our forecasts for resource fields to factor in price corrections for resources such as crude oil and
coking coal. The electrical machinery & precision equipment is beginning to see an impact from worsening consumer demand
for products such as PCs and smartphones.

Overview of the corporate earnings outlook for FY23
Our analysts have raised their FY23 recurring profit forecasts for 10 of 19 sectors and lowered them for 9.

The upward revisions (in value terms) were particularly large for sectors such as autos, financials, pharmaceuticals &
healthcare, and housing & real estate.

As with our FY22 forecasts, upward revisions to forecasts for the autos industry mainly reflect assumptions for a weaker yen.
For financials, we reflect the upswing in earnings in customer-facing operations at major banks, and we also now envision a
scenario of higher yen-based interest rates. In the pharmaceuticals & healthcare sector, we factor in benefits from the weaker
yen to reflect revisions to our forex assumptions. Sales of companies' core products have also been brisk. For the housing &
real estate sector, we raise our forecasts for US housing operations. Although we lower our forecast for housing units sold to
factor in a peak in US housing demand, we also factor in higher housing prices and benefits from yen depreciation.

The largest downward revisions made were to forecasts for companies in the electrical machinery & precision equipment sector,
the trading companies sector, the chemicals sector, and the telecoms sector, among others.

The electrical machinery & precision equipment sector faces a major impact from dollar appreciation and inflation concerns, and
demand has been deteriorating, particularly for consumer products such as PCs and smartphones. As a result, inventory
corrections for CPUs, GPUs, and memory have intensified, and semiconductor manufacturers (particularly memory
manufacturers) are taking more cautious stances on capex. As with our FY22 forecasts, we have revised our forecasts for
trading companies mainly to reflect adjustments in resource prices. In chemicals, we lowered our oil products subsector
forecasts as we lowered our crude oil price assumption. We also take into account a deterioration in PVC spreads on a
slowdown in housing demand in North America due to rising interest rates. Revisions in the telecoms sector include downward
revisions to our forecasts for SoftBank Group's investment business, and a decline in mobile ARPU from rate cuts and growth in
lower-priced plans in mobile telecom operations.
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Fig. 4: Revisions to recurring profit estimates for the Russell/Nomura Large Cap Index

FY22E FY23E

[Upw ard revisions] [Upw ard revisions] 10 sectors

11 sectors

old Revision | Change New | Old Revision ;| Change
Yon | % ¥on i ¥bn ¥on i %

Automobiles 8,608 8,147 460.7 5.7 Automobiles 9,916 9,501 415.3 4.4
Chemicals 5,333 5,111 2217 4.3 Financials 8,019 7,760 259.0 3.3
Steel, nonferrous metals 1,360 1,150 210.0 18.3 Pharmaceuticals, healthcare 2,722 2,554 168.1 6.6
Food 1,671 1,517 154.0 10.2 Housing, real estate 2,760 2,723 36.5 13
Pharmaceuticals, healthcare 2,477 2,352 124.8 5.3 Food 1,641 1,607 34.4 2.1
Housing, real estate 2,641 2,578 63.5 25 Media 287 263 23.9 9.1
Financials 7,298 7,263 35.3 0.5 Machinery 3,089 3,081 7.9 0.3
Retailing 1,735 1,706 28.8 1.7 Softw are 1,231 1,224 7.1 0.6
Services 1,990 1,972 17.8 0.9 Services 2,168 2,166 1.8 0.1
Media 254 236 177 75 Household goods 970 969 0.8 0.1
Machinery 2,867 2,865 1.9 0.1

[Dow nw ard revisions] 9 sectors

[Dow nw ard revisions] 8 sectors : Revision ! Change
I Revision | Change ‘ ¥bn %
¥bn % Construction 477 480 35 07
Construction 454 456 -2.0 -0.4 Transportation 3,404 3,410 -6.4 -0.2
Transportation 3321 3,325 -3.9 -0.1 Steel, nonferrous metals 1,190 1,210 -20.0 -1.7
Household goods 762 771 -9.0 -1.2 Retailing 1,775 1,835 -60.7 -3.3
Softw are 1,262 1,274 -11.3 -0.9 Utilities 940 1,036 -95.4 -9.2
Electrical machinery, precision equipment 8,375 8,421 -45.8 -0.5 Telecommunications 4,509 4,718 -209.8 -4.4
Trading companies 5,391 5,472 -81.0 -15 Chemicals 5,061 5,358 -297.2 -55
Telecommunications 3,254 4,240 -986.1 -23.3 Trading companies 4,405 4,718 -313.4 -6.6
Utilities -645 403| -1,048.6 -260.0 Electrical machinery, precision equipment 8,505 8,949 -444.3 -5.0

Note: Latest estimates as of 1 September 2022, previous estimates as of 1 June 2022.
Source: Nomura
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Fig. 5: Revision index for the Russell/Nomura Large Cap Index

(%)
(yy/m) 20/12 PATK] 21/6 21/9 21/12 22/3 22/6 22/9
Russell/Nomura Large Cap 7.6 29.3 16.2 25.7 17.1 115 -8.7 115
Russell/Nomura Large Cap (ex financials) 7.2 31.0 16.1 26.1 16.1 10.2 -9.1 13.2
Manufacturing 7.4 38.7 18.5 32.4 20.8 6.2 -13.1 22.1
Basic materials 18.9 52.8 61.1 36.1 47.2 48.3 -17.2 44.8
Processing 20.2 64.6 27.8 46.8 24.1 2.7 -10.8 10.8
Nonmanufacturing (ex financials) 6.9 21.2 13.1 18.2 10.2 15.0 -4.2 2.5
(%)
80 - Russell/Nomura Large Cap (ex financials)
60 A
40 -
20 1
0 4
-20 4
-40 A
-60 A
(eY)

0
80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 15 17 20 21

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)

(%)

No. of FY18 FY19 FY20 FY21 FY22E FY22E FY23E FY23E

cos Old NE Old New

Russell/Nomura Large Cap (ex financials) 265 6.5 -2.5 -7.5 14.1 10.3 13,3 2.2 1.8
Industrial Manu.facturing. 145 3.0 -2.7 -8.0 15.2 12.0 15.6 3.9 3.2
groups Basic mfaterlals 29 7.0 -2.0 -12.1 28.8 19.6 23.4 0.5 -0.9
Processing 74 1.7 -4.5 -7.7 13.3 11.0 14.4 5.3 4.8
Nonmanufacturing (ex financials) 120 11.5 -2.3 -6.8 12.8 8.2 10.4 0.1 -0.1
Materials 29 7.0 -2.0 -12.1 28.8 19.6 23.4 0.5 -0.9
Machinery, autos 38 2.2 -4.4 -10.4 13.9 13.9 18.6 7.0 6.8
Broad Electronics 36 0.8 -4.8 -3.0 12.5 6.5 8.1 2.5 15
sectors Consumer, distribution 84 15.5 -0.6 -4.4 15.6 6.7 8.3 -2.0 -2.6
Information 27 3.7 -7.4 -0.6 6.0 4.3 4.2 2.5 3.0
Utilities, infrastructure 51 3.8 0.2 -12.2 6.0 11.5 17.2 4.8 5.2
Chemicals 25 8.0 -1.2 -12.4 27.8 20.7 25.9 11 -1.6
Steel, nonferrous metals 4 4.7 -3.9 -11.3 31.5 16.4 16.3 -1.2 1.2
Machinery 23 3.0 -3.6 -5.5 17.8 7.7 10.8 35 3.5
Autos 15 2.0 -4.6 -11.8 12.8 15.8 21.1 8.1 7.8
Electrical machinery, precision equipment 36 0.8 -4.8 -3.0 12.5 6.5 8.1 25 15
Pharmaceuticals, healthcare 16 3.5 9.7 2.1 7.4 4.9 8.8 2.0 1.9
Food products 13 2.5 0.7 -3.9 2.0 4.6 9.9 3.3 2.9
Household goods 13 3.5 -0.8 -7.4 9.2 5.4 7.9 5.9 5.4
Sectors Trading companies 8 45.0 -5.0 -5.8 30.3 8.1 7.3 -8.8 -10.4
Retailing 15 3.1 25 -3.4 13.7 8.9 13.5 35 3.6
Senices 19 1.9 -2.5 -4.0 3.1 3.1 3.2 2.6 2.5
Software 13 9.5 7.5 9.2 3.8 4.1 2.5 -1.8 1.4
Media 3 6.4 0.8 -12.9 19.7 7.4 9.5 6.0 7.3
Telecommunications 11 2.7 -10.7 -0.6 5.4 4.0 4.1 3.1 2.9
Construction, engineering 5 8.0 51 -9.8 5.8 9.8 10.3 3.3 3.9
Housing, real estate 18 5.4 2.3 -4.3 8.4 6.0 6.8 4.3 4.0
Transportation 20 -1.1 -2.2 -28.2 15.5 12.8 20.0 6.2 5.4
Utilities 8 6.6 -0.9 -3.1 -4.1 17.3 29.3 4.6 6.6

Note: (1) Figures exclude listed consolidated subsidiaries. (2) Latest estimates as of 1 September 2022; previous estimates as of 1 June 2022.
Source: Nomura
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Fig. 7: Percentage change in recurring profits by sector (% y-y)

No. of FY18 FY19 FY20 FY21 FY22E FY22E FY23E FY23E

cos Oold NEY Oold N
E E = E
Russell/Nomura Large Cap 287 11 -20.5 4.5 34.1 11.1 9.6 7.3 8.0
Russell/Nomura Large Cap (ex financials) 265 3.1 -22.3 5.6 34.5 12.9 11.1 7.3 7.7
industrial Manufacturing 145 -1.5 -27.2 7.6 56.9 7.0 11.2 9.5 5.2
groups Basic mgtenals 29 2.1 -52.0 13.7 164.2 -6.2 0.3 4.9 -6.6
Processing 74 -2.6 -24.5 8.7 47.8 10.4 13.2 10.8 8.4
Nonmanufacturing 142 3.7 -14.3 2.0 14.7 15.7 7.8 4.9 11.2
Nonmanufacturing (ex financials) 120 9.7 -16.0 3.3 8.8 22.2 10.9 4.2 11.7
Materials 29 2.1 -52.0 13.7 164.2 -6.2 0.3 4.9 -6.6
Machinery, autos 38 -8.9 -23.9 -7.0 57.8 7.9 12.5 14.3 13.3
Broad Electronics N 36 9.3 -25.3 34.8 36.0 13.9 14.2 6.3 1.6
sectors Consumer, distribution 84 2.8 -9.5 -12.0 56.6 7.1 8.9 0.4 -2.5
Information 27 33.1 -35.2 157.0 -60.0 55.5 29.0 7.9 26.3
Utilities, infrastructure 51 -2.5 -2.6 -68.8 137.7 29.5 10.5 13.1 31.4
Financials 22 -10.5 -9.1 -1.4 31.9 -0.3 0.2 6.9 9.9
Chemicals 25 4.5 -34.2 -11.6 119.1 2.7 7.2 4.8 5.1
Steel, nonferrous metals 4 -7.3 SL SP 555.9 -32.4 -20.0 5.2 -12.5
Machinery 23 9.6 -30.0 -5.0 61.7 6.9 7.0 7.5 7.7
Autos 15 -14.6 -21.5 -7.7 56.5 8.3 14.4 16.6 15.2
Electrical machinery, precision equipment 36 9.3 -25.3 34.8 36.0 13.9 14.2 6.3 1.6
Pharmaceuticals, healthcare 16 -3.5 8.0 11.8 6.5 23.5 29.9 8.6 9.9
Food products 13 -3.7 -15.6 0.6 10.0 7.5 18.5 5.9 -1.8
Household goods 13 6.9 -7.5 -23.6 30.0 1.7 0.6 25.6 27.2
Trading companies 8 104 -27.9 -26.8 208.6 5.2 3.6 -13.8 -18.3
Sectors  |Retailing 15 3.3 4.1 -17.7 20.0 12.7 14.6 7.6 2.3
Senices 19 0.0 1.7 -14.3 36.1 -5.6 -4.7 9.8 8.9
Software 13 16.7 20.1 39.6 14.4 -1.3 2.1 -3.9 -2.5
Media 3 4.1 -57.5 SL SP -27.8 -22.4 11.3 12.9
Telecommunications 11 38.5 -41.4 207.6 -74.9 103.9 56.5 11.3 38.5
Construction, engineering 5 1.1 0.6 -13.4 -22.8 14.0 13.5 5.4 5.1
Housing, real estate 18 -2.7 5.4 -10.8 24.1 5.0 7.6 5.6 4.5
Transportation 20 2.2 -17.4 SL SP 59.4 59.2 2.6 2.5
Utilities 8 -12.8 17.7 -15.3 -61.2 44.0 SL 156.8 SP
Financials 22 -10.5 -9.1 -1.4 31.9 -0.3 0.2 6.9 9.9

Note: (1) SP = switch to profits, SL = switch to losses. LS = losses shrinking. (2) Figures exclude listed consolidated subsidiaries. (3) Latest estimates as of 1 September 2022;
previous estimates as of 1 June 2022.

Source: Nomura
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Fig. 8: Recurring profits by sector (Unit: ¥1bn)

FY21 FY22E FY22E FY23E FY23E

Old N Old New

E E E E

Russell/Nomura Large Cap 287 48,162 38,542 40,173 53,958 59,259 58,408 63,563 63,067
Russell/Nomura Large Cap (ex financials) 265 41,796 32,757 34,590 46,630 51,996 51,109 55,802 55,047

industrial Manufacturing 145 23,510 17,180 18,613 29,038 30,334 31,452 33,228 33,093
groups Basic mgterlals 29 4,963 2,453 2,721 7,020 6,261 6,693 6,568 6,251
Processing 74| 14,552 10,942 12,114 17,723 19,433 19,850 21,531 21,510
Nonmanufacturing 142| 24,652 21,362 21,560 24,920 28,925 26,955 30,334 29,973
Nonmanufacturing (ex financials) 120] 18,286 15,578 15,977 17,592 21,663 19,657 22,574 21,954

Materials 29 4,963 2,453 2,721 7,020 6,261 6,693 6,568 6,251
Machinery, autos 38 8,911 6,745 6,492 10,244 11,012 11,475 12,582 13,005

Broad Electronics - 36 5,641 4,197 5,622 7,479 8,421 8,375 8,949 8,505
sectors Consumer, distribution 84| 10,312 9,397 8,260 13,236 13,790 14,026 13,849 13,680
Information 27 5,753 3,728 9,589 3,820 5,750 4,770 6,205 6,027

Utilities, infrastructure 51 6,216 6,236 1,906 4,831 6,762 5,771 7,649 7,580

Financials 22 6,366 5,785 5,583 7,328 7,263 7,298 7,760 8,019
Chemicals 25 4,036 2,758 2,425 5,218 5,111 5,333 5,358 5,061

Steel, nonferrous metals 4 927 -305 296 1,802 1,150 1,360 1,210 1,190
Machinery 23 2,539 1,781 1,670 2,637 2,865 2,867 3,081 3,089

Autos 15 6,372 4,964 4,822 7,608 8,147 8,608 9,501 9,916

Electrical machinery, precision equipment 36 5,641 4,197 5,622 7,479 8,421 8,375 8,949 8,505
Pharmaceuticals, healthcare 16 1,540 1,632 1,810 1,983 2,352 2,477 2,554 2,722

Food products 13 1,625 1,387 1,373 1,533 1,517 1,671 1,607 1,641
Household goods 13 830 765 596 778 771 762 969 970

Trading companies 8 3,148 2,271 1,663 5,203 5,472 5,391 4,718 4,405

Sectors  [Retailing 15 1,497 1,612 1,310 1,651 1,706 1,735 1,835 1,775
Senices 19 1,672 1,731 1,509 2,086 1,972 1,990 2,166 2,168

Software 13 620 813 1,172 1,381 1,274 1,262 1,224 1,231

Media 3 364 154 -2 327 236 254 263 287
Telecommunications 11 4,769 2,761 8,419 2,112 4,240 3,254 4,718 4,509
Construction, engineering 5 696 734 636 501 456 454 480 477

Housing, real estate 18 2,055 2,165 1,878 2,509 2,578 2,641 2,723 2,760
Transportation 20 2,474 2,170 -1,573 1,446 3,325 3,321 3,410 3,404

Utilities 8 992 1,167 965 375 403 -645 1,036 940

Financials 22 6,366 5,785 5,583 7,328 7,263 7,298 7,760 8,019

Note: Figures exclude listed consolidated subsidiaries. Index composition for period through FY21 differs from index composition from FY22 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 2022, previous estimates as of 1 June
2022.

Source: Nomura
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Fig. 9: Percentage change in quarterly sales and profits (FY21 Q2-FY22 Q1)

Operating profits Recurring profits Net profits
Q2 Q3 Q2 Q4 Q4

Russell/Nomura Large Cap - - - - - - - - 47.8 104 -145 -17.6 50.8 17.7 -216 -26.1
Russell/Nomura Large Cap (exfinancials) 11.0 115 114 17.2 42.8 15.6 23.0 5.9 451 86 -158 -16.9 48.2 152 -21.8 -242

(Elsiil Manufacturing 11.2 9.6 104 143 55.9 13.9 18.1 25 64.3 16.8 10.1 7.9 721 15.8 3.7 4.3
groups Basic materials 290 288 260 355 2682 755 575 503} 3448 849 589 57.0{20287 839 747 604
Processing 7.6 4.6 6.3 8.9 37.1 4.3 95 -146 42.1 76 -0.2 -7.6 31.9 6.8 -79 -124
Nonmanufacturing - - - = - - - = 333 44 423 424 318 196 -556 -55.6
Nonmanufacturing (exfinancials) 10.7 14.1 12.7 21.0 23.0 19.1 36.4 13.7 225 -1.3  -52.3 -50.3 19.2 143 -659 -64.0

Basic materials 290 288 26.0 355 2682 755 575 503} 3448 849 589 57.0{20287 839 747 604
Machinery, autos 5.6 12 6.2 9.7 32.2 -7.9 -7.0 -240 305 -08 -125 -10.7 345 -7.2 -243  -173

Broad Electronics 10.6 10.1 6.4 ot 43.1 217 32.6 0.6 58.8 20.7 19.8 -2.0 29.2 28.1 18.2 -3.8
S Consumption, distribution 135 16.2 153 19.7 17.8 -2.4 11.2 23 515 26.2 55.6 239 75.1 35.6 81.6 30.0
Information 54 4.2 53 6.0 17.8 21.9 7.1 -8.0 -37.2  -49.1 SL SLf -66.5 -45.2 SL SL

Utilities, infrastructure 33 9.1 7.9 247 32.6 394 1440 68.0 58.7 60.2 3638 101.4; 1027 94.3 SP 1183

Financials - - - = - - - s 65.0 23.1 24 218 67.0 351 -20.0 -365
Chemicals 27.7 274 252 385 119.7 62.5 59.6 56.8 156.2 741 62.8 65.8f 2254 79.6 100.4 68.3

Steel, nonferrous metals 32.6 32.8 28.2 26.9 SP 1184 51.1 334 SP 1192 46.8 334 SP 93.2 30.8 41.7
Machinery 135 16.0 137 133 418 20.0 17.0 S285 393 225 0.5 125 45.1 17.6 5.0 9.3
Automobiles 34 -25 4.1 8.6 288 -152 -157 -312 27.9 -64 -171 -174 313 -136 -326 -246

Electrical machinery, precision equipment 10.6 10.1 6.4 7.7 43.1 217 326 0.6 58.8 20.7 19.8 2.0 29.2 28.1 18.2 -3.8
Pharmaceuticals, healthcare 74 6.6 109 55 35.8 -56 -128 -242 43.0 -72  -261 -154 64.9 -65 -415 -137

Food products 05 3.9 -0.6 12.8 19 -159 -9.0 31.6 65 -148 -10.2 273 16.9 5.1 -35 345
Household goods 5.0 7.4 7.4 10.3 -0.2  -103 48.5 12.7 1.2 -6.9 46.6 232 335 -42 1183 31.7

Trading companies 274 327 26.0 324 40.3 45.7 317 43.9 189.4 1604 267.2 58.4f 206.0 183.1 286.1 61.1

Sectors  [Retailing 9.9 16.4 18.7 18.0; -10.1 -4.1 23.0 12.0 -7.7 -0.2 20.8 29.2 214 9.4 47.8 423
Services 53 -0.8 0.8 4.3 453 -6.2 172 -17.4 46.5 -4.7 19.7 -123 525 8.0 2847 -2.6

Software -4.1 6.2 3.9 1.2 -3.6 10.2 16.2 -12.1 2.2 17.6 22.6 14.2 17.0 231 10.7 8.4

Media 334 12.2 21.0 15.2 SP SP 271 -33.7{128,821.2 SP 478 -13.1 SP SP 1541 -214
Telecommunications 55 3.2 4.3 6.3 5.2 0.3 -1.3 -4.0 -554  -63.7 SL SL;{ -87.2 -63.7 SL SL
Construction, engineering 3.1 6.0 8.1 75; -394 -165 -255 -27.3 -36.0 -9.7  -20.1 -9.5¢ -327 -101 -220 -7.9

Housing, real estate 8.3 4.3 10.9 12.1 26.7 3.2 248 19.6 31.6 2.0 34.2 26.0 325 -9.2 30.9 25.0
Transportation 12.9 16.2 14.8 30.2 LS SP LS SP SP 1,551.6 SP 9095 SP SP SP 5283

Utilities -9.5 8.7 0.4 43.6; -33.9 SL SL SL -46.5 SL LS SL; -37.8 SL LS SL

Financials - - - = - - - - 65.0 23.1 24  -21.8 67.0 35.1 -20.0 -36.5

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 fullyear, Q1, Q2, or Q3) by 1 September 2022. (3) Excludes listed 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
FY22E FY23E FY24E FY22E FY23E FY24E FY21 FY22E FY22E FY23E FY24E FY22E FY23E FY24E
X X X X X X X X % % % % % %
Russell/Nomura Large Cap 13.9 129 124 - - -l 136 129 247 261 276 9.6 9.7 9.6
Russell/Nomura Large Cap (ex loss-making cos) 13.2 125 120 - - | 140 1.31] 251 269 284/ 103 9.7 9.6
Russell/Nomura Large Cap (ex financials) 145 135 131 8.3 7.9 7.8 152 143] 230 240 252| 10.2 10.2 10.0
Industrial |Manufacturing 14.5 13.8 13.1 8.7 8.4 8.1 158 1.50| 227 241 2.58| 10.6 10.5 10.5
groups Basic materials 8.5 9.2 8.7 4.6 4.7 45| 097 091 348 352 373 111 9.6 9.6
Processing 14.3 13.2 12.8 8.9 8.3 82| 156 146[ 211 230 2.48 10.5 10.6  10.6
Nonmanufacturing 13.1 119 11.6 - - -l 115 1.09| 274 287 3.00 8.5 8.9 8.7
Nonmanufacturing (ex financials) 145 131 13.1 7.8 7.3 72| 143 1.34] 236 238 241 9.6 9.9 9.3
Basic materials 8.5 9.2 8.7 4.6 4.7 45 097 091 348 352 3.73] 11.1 9.6 9.6
Machinery, autos 126 11.1 11.2 8.0 7.3 74| 126 1.19| 247 275 287 9.7 10.3 10.1
Bz Electronics 16.5 16.4 14.8 10.0 9.8 9.1] 206 189 175 1.84 208 119 11.1 11.4
e — Consumption, distribution 16.5 17.1 16.4| 10.3 105 10.2| 1.82 1.71| 212 217 226 10.8 9.7 9.5
Information 22.1 16.6 155 9.5 8.3 80[ 191 1.90| 223 229 240 8.6 11.2 11.3
Utilities, infrastructure 11.6 9.3 9.7 5.9 5.2 52| 104 098] 292 287 280 8.7 10.1 9.1
Financials 9.3 8.5 7.8 - - -] 0.62 0.61| 436 496 5.49 6.6 7.0 7.3
Chemicals 9.5 9.9 9.4 5.1 5.2 50/ 108 1.02] 315 319 338/ 11.1 100 9.9
Steel, nonferrous metals 5.5 6.5 6.1 3.0 3.2 31| 064 058| 525 527 559/ 10.9 8.6 8.7
Machinery 17.9 16.5 15.5 11.2 10.5 100 175 1.63] 193 212 228 9.3 9.5 9.6
Automobiles 10.9 9.4 9.7 6.9 6.2 65 1.09 103| 276 310 3.20 9.8 106 103
Electrical machinery, precision equipment 16.5 164 14.8| 10.0 9.8 9.1 206 1.89| 175 184 208] 119 111 114
Pharmaceuticals, healthcare 233 216 197 140 138 13.1| 232 238 200 208 214, 104 107 11.2
Food products 174 178 16.2| 106 10.6 10.0| 1.83 1.83| 278 291 3.19| 10.8 10.0 104
Household goods 29.4 229 21.2 17.8 15.0 14.1] 3.25 3.07 169 174 1.86| 10.7 129 129
Trading companies 6.4 7.8 8.1 4.5 5.1 51/ 103 089| 389 391 395/ 150 11.0 9.9
Sectors |Retailing 252 249 230 122 118 11.1| 260 2.63| 132 134 140| 10.7 10.2 10.3
Senices 25.6 234 22.6] 15.7 14.8 144 155 1.42 1.26 1.30 1.32 5.9 5.9 5.9
Software 222 232 230/ 19.0 19.6 19.3] 397 3.83] 222 209 209] 17.7 158 147
Media 178 158 156 11.1 103 10.1] 1.73 163| 232 232 239 9.4 10.0 9.5
Telecommunications 22.5 14.5 13.3 7.5 6.3 6.1 151 1.53] 223 239 255 6.7 10.3 10.7
Construction 10.3 9.8 9.0 8.3 7.9 74| 086 080 371 398 4.16 7.9 8.0 8.4
Housing, real estate 11.0 104 9.9 7.8 7.4 7.1 117 1.07] 296 3.21 341| 101 10.0 9.8
Transportation 7.9 85 10.1 4.8 5.0 54| 1.29 1.13] 2.86 250 2.13 151  12.7 9.8
Utilities - 9.2 8.5 5.4 2.6 25| 056 059 261 265 273 -4.6 6.3 6.5
Financials 9.3 8.5 7.8 - - -| 062 0.61] 436 496 5.49 6.6 7.0 7.3
Russell/Nomura Small Cap 13.2 125 12.2 - - -l 095 094 247 252 258 7.3 7.4 7.2
Russell/Nomura Small Cap (ex financials) 13.8 131 128 7.4 7.1 7.0/ 108 105 240 244 250 7.8 7.9 7.6

Note: As of 1 September 2022.
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  Stocks are chosen from the whole Japanese stock market

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 yeatr.

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 fitness 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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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
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