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NOAURA

Outline

B Current investment environment in Japanese equities
A rotation from momentum to reversal
A strong headwind on 24 March

B Additional unwinding risk likely

Dissolution of employee pension funds(EPFs) is about to gain momentum in earnest

[ Avoiding herding investment behavior is crucial
- At both the factor and individual stock level



v Japanese quant funds and fundamentals active funds NOMURA
had been doing well during last year ... :

Average performance of Japanese equity fundamental-based active funds and quant funds
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Note: Shows daily average return (Jensen's alpha), on an indexed basis, on 23 funds (domestic publicly offered investment trusts and nonresident investor funds) that invest in Japanese equities using a quant-based
approach. Sample includes long-only, individual stock long-short, and market-neutral (long on individual stocks, short on index futures, for example) funds. Sample period is 4 January 2012 through 25 April
2014. 2

Source: Nomura



v Japanese quant funds recently appear to focus on profit- NOMURA
based factors |

Average performance of Mimic portfolio and Quant funds
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Note: Shows daily return of mimic portfolio (the composite factor of E/P and Revision)) and daily average return (Jensen's alpha), on an indexed basis, on 23 funds (domestic publicly offered investment trusts and
nonresident investor funds) that invest in Japanese equities using a quant-based approach. Sample includes long-only, individual stock long-short, and market-neutral (long on individual stocks, short on index
futures, for example) funds. Sample period is January 2013 through 25.April.2014 3

Source: Nomura
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JP market facing the issues similar to those in global markets: NOMURA
Value and reversal have come back to Japan ?

B Since 2014, profit-based factor and momentum have become less effective

Daily performance of main profit-based factors Daily performance of share price momentum and B/P factors
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Note: For each factor, we divided our universe of TOPIX 500 stocks into five quintiles based on factor values at the beginning of each month. We then calculated daily returns on a strategy of going long on stocks
with the highest factor values (undervalued) and short on stocks with the lowest values (overvalued). The graph shows cumulative returns exclusive of trading costs for the period from 4 January 2013 through
25 April 2014. Analysis is based on past performance and does not guarantee future performance.

Source: Nomura



NOAURA

Japanese equities have missed recent value rally overseas

More recent : 2014 (Mar 18 — Apr 25)
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Note: For each factor, we divided our universe of MSCI Japan / North America / EMEA stocks into five quintiles based on factor values at the beginning of each month. We then calculated monthly(top)
and daily(bottom) returns on a strategy of going long on stocks with the highest factor values and short on stocks with the lowest values. The graph shows cumulative returns exclusive of trading

costs. Analysis is based on past performance and does not guarantee future performance.
Source: Nomura
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Headwinds against Japan equities on 24 March

NOAURA

B “Earnings forecast based factors” and “active fund ownership ratio” showed negative returns

B “B/P” and “individual investor ownership ratio” showed positive returns

Factor returns on 24 March 2014

Active fund ownership ratio
Estimated E/P

Expected ROE

Pension investment trust ownership ratio
Nonresident ownership ratio
Market cap

Fundamental beta

Historical 12-month return
Recurring profit growth

Y-y change in quarterly progress
Estimated dividend yield

60-day volatility

Change in rating

Specific risk

Share price response to results
Change in target price

Total accruals

Change in recurring profits

B/P

Expected pre-tax profit margin

Individual investor ownership ratio

-4.00

Factor returnson 24 March 2014

-2.00 -1.00 0.00 1.00

T T T

Note: Based on a universe of TOPIX 500 stocks, as at the
time of rebalancing at the beginning of the month. For
each factor, we divided each universe into quintiles
based on factor values , and calculated the daily
return (equally weighted basis) on 24 March,
including dividends, on a strategy comprising long
positions in the stocks in the quintile with the highest
factor values and short positions in the stocks in the
quintile with the lowest factor values. We did not take
sector allocation into account.

' Source: Nomura 6
5.00



GPIF’s revisions of manager structure

(1) Diversification of benchmarks for “passive investment”
(2) Major changes to asset managers in “traditional active management”
(3) Implementation of “smart beta active management”

Revision of manager structure for domestic equity investment

NOAURA

Passive investments

(TOPIX) Indexing

Strategy |
13.8 trillion yen rategy

Traditional active investments

3.7 trillion yen

XInvestment assets for passive and active are as of the end of March 2013.

Source: GPIF , Nomura

JPX-Nikkei 400

TOPIX MSCI Japan

Russell Nomura
Prime

(3) SmartBeta active management

Traditional active management

- (1)

- (2)

Passive
investments

Active
investments



v Style/Factor exposure of new strategies NOMAURA
Positive on B/P and small cap, Negative on E/P and ROE :

Selected smart beta strategies
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030 J Note: we carried a time series regression on a daily basis to estimate the sensitivity to the representative factors
’ return (B/P, Size, Momentum, E/P, ROE, ROE stability, Dividend yield and Volatility) on return of the

following funds (1)S&P GIVI Japan gross total return index(2) Russell/Nomura Fundamental Prime Index
With Dividend Index Value JPY (3) The DFA Global Equity Portfolio. Sample period is January 2002 through
March 2014 for(1)-(2) and Oct 2008 through March 2014 for (3). Each factor returns for (1)-(2) are calculated
as the spread between the returns of the top 20% and bottom 20% of TOPIX500 stocks based on each
factor values. In similar way, factor returns for (3) are calculated in North America stocks in the MSCI World
Index. 8

Source: Nomura
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The possibility of similar thing happening again: NOMURA
Dissolution of pension funds :

Change of employee pension fund system

|
Funding
(relative to minimum

Can be transferred to otherscheme
followingreturn of substitutional component
liability reserves) Funds with net assets above value of
substitutional component

orremain as theyare
— Transfer to othercompany

(regular dissolution is also possible)

Ministry of Health, Labour, and Welfare orders
return of substitutional component ordissolution,
on the basis of the opinion of a third-party

committee
1.0
I
2= .
I
Funds with net assets below value of |
Shortfall substitutional component |
Early dissolution under special dissolution
scheme |
\ 4 |
I
I

Early dissolution of funds with net ass’s Measures aimed at preventing net assets falling
below value of substitutional componlay below the value of the substitutional component

Implementation date Five years later
(probably 1 April 2014) (deadline forapplication for special dissolution)

Source: Nomura, based on Ministry of Health, Labour, and Welfare data



The possibility of similar thing happening again: NOMURA
Impact on the market of changes to pension fund scheme

B Selling pressure of Japanese equities worth around ¥4-5trn by pensions’ return of the substitutional portion

Pension funds' outstanding assets and outstanding investments in Japanese equities

(¥bn, except where noted)

Total assets under management
of which allocation

of which allocation , ,
_ N in Japanese active funds
in Japanese equities o
(versus total allocation in Japanese

(versus total asset allocation)

equities)
Employees' pension 18,144.6
funds 3,592.6 2,152.0
(19.8%) (59.9%)
Pension Fund 10,744.6
Association 1,504.2 722.0
(14.0%) (48.0%)

Total 28,889.2 5,096.9 2,874.0

10

Source: Nomura, based on Pension Fund Association's Shisan unyou jittai chousa (asset management survey)
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The possibility of similar thing happening again: NOMURA
Overcrowded stocks have recently deteriorated :

Performance of stocks concentrated positions by active funds

En
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Note: We divided the universe of TOPIX 500 stocks into quintiles based on each stock's active funds’ share ownership ratio, at the beginning of each month. Figure shows the cumulative daily return

Source: Nomura

(equally weighted basis) on a strategy of going long on the stocks in the quintile with the highest factor values (ie, the most overweight stocks) and short on the stocks in the quintile with the lowest
factor values (ie, the most underweight stocks). We did not take trading costs into account. Analysis is based on historical share prices and does not guarantee future performance. Sample period

was January 2013 through 25 April 2014. 11



v
NOMURA

Dissolution of pension funds has probably started

Performance of stocks overweighted by domestic pension funds and nonresident investors
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Note: We divided the universe of TOPIX 500 stocks into quintiles based on each stock's active weight versus the TOPIX as calculated from the portfolios of nonresident investors, domestic investment
trusts, and domestic pension funds, respectively, at the beginning of each month. Figure shows the cumulative daily return (equally weighted basis) on a strategy of going long on the stocks in the
quintile with the highest factor values (ie, the most overweight stocks) and short on the stocks in the quintile with the lowest factor values (ie, the most underweight stocks). We did not take trading
costs into account. Analysis is based on historical share prices and does not guarantee future performance. Sample period was January 2013 through 25 April 2014.

Source: Nomura

12



Strategy for avoiding unwinding risk (1): NOMAURA
Avoiding stocks preferred by pension funds :

Performance of stocks where nonresident investors' and domestic pension funds' preferences differ
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Note: We divided the universe of TOPIX 500 stocks into quintiles based on each stock's active weight versus the TOPIX as calculated from the portfolios of nonresident investors, domestic investment
trusts, and domestic pension funds, respectively, at the beginning of each month. Figure shows the cumulative daily return (equally weighted basis) on a strategy of going long on the stocks in the
quintile with the highest factor values (ie, the most overweight stocks) and short on the stocks in the quintile with the lowest factor values (ie, the most underweight stocks). We did not take trading
costs into account. Analysis is based on historical share prices and does not guarantee future performance. Sample period was January 2013 through 25 April 2014.

Source: Nomura
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Strategy for avoiding unwinding risk (2): NOMAURA
Avoiding unwinding risk at factor level ‘

Factors associated with active fund herding

Risk characteristics of stocks with a high percentage of shares held by active funds

Risk indicators

& (0= neutral) Growth (sales growth): tilt towards high-growth stocks

Value (E/P): tilt towards undervalued stocks

2.0 1 Momentum (12month): tilt towards winners
15 Value (B/P): tilt towards overvalued stocks

(1) Growth
1.0 1

(3) Momentum
0.5 1 / /-\—'\F\
/A B S e
1 1 A 1 1 1 1 1 1 1 1 1 1

0.0 + — -
-0.5 4

1.0 4 (4)B/P

-1.5 1

.0
01/1 02/1 03/1 04/1 05/1 06/1 07/1 08/1 09/1 10/1 11/1 12/1 13/1 14/1
(yy/m)

Note: Universe is TSE-1 stocks. Sample period is January 2001 through April 2014. We divided the universe into 10 groups of stocks according to the percentage of shares in each stock held by active funds and
calculated the difference in the average exposure to seven factors between the group with the highest percentage of shares held by active funds (group #10) and the group with the lowest percentage (group #1),
plotting the data as six-month moving averages. We rebased the cross-sectional average for each factor (E/P, B/P, share price return over the past 12 months and sales growth to 0, and the standard deviation
to 1, at the beginning of each month. Also, to mitigate the impact of outliers, we reduced the standard deviation of stocks with a standard deviation of more than +3c¢ to =30 three times. 14

Source: Nomura



Strategy for avoiding unwinding risk (2):

NOAURA

Avoiding unwinding risk at factor level (continued)

Relationship between degree of herding and factor return

(1) Relationship in 2014 (Jan 2014 - Apr 2014)

(2) Relationship in 2013

Relationship between degree of herding and factor return (Jan 2014- Apr 2014)
Return (%; annualized)
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Relationship between degree of herding and factor return (2013)
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Note: (Left) We plotted each factor’s herding level at the beginning of January 2014 on the x-axis and its factor return from January 2014 to 22 April 2014 on the y-axis, in a two-dimensional scatter plot.
(Right) We plotted herding level at the beginning of 2013 on the x-axis and its factor return in 2013 on the y-axis for each factor. We did not take trading costs into account. Analysis is based on

historical share prices and does not guarantee future performance.
Source: Nomura
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Strategy for avoiding unwinding risk (2):
Avoiding unwinding risk at factor level (continued)

NOAURA

Negative correlation between degree of herding and factor return

Regression analysis results - negative correlation between degree of herding and factor return

Model1 Model2 Model3 Model4 Model5
Herding Average -0.31051 -0.23899 -0.24759
Std 1.5403 1.6594 1.6515
t-val -2.5499 ** -1.8217 * -1.8963 *
Return/Risk -0.69831 -0.49889 -0.51932
Perf 1M Average 0.33599 0.37715
Std 2.202 2.4091
t-val 1.9301 * 1.9803 **
Return/Risk 0.52857 0.54231
Perf_3M Average 0.45206 0.3652
Std 2.1246 2.3917
t-val 2.6914 *** 19315 ~*
Return/Risk 0.73707 0.52895

Note: Universe is 29 factors using in the figure of degree of herding and factor return. We carried out a cross-sectional regression analysis in our universe according to the following formula. r.,=a.*8.X f. +¢.
r;;is the monthly return on factor i during period t, x;; is the factor value (monthly) of character k(k=1,2,3) for factor i at the beginning of period t, and ¢;; is the error term. We use degree of herding
(Herdlng) past 1-month / 3-month factor return (Perf 1M, Perf_3M) as characters. t-values are based on the null hypothesis in which the average monthly return is zero. *** indicates significance at 1%,
* indicates significance at 5%, and * indicates significance at 10%. Sample period is January 2001 through 22 April 2014. 16
Source: Nomura
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Strategy for avoiding unwinding risk (2):

Avoiding unwinding risk at factor level (continued)

NOAURA

Annualized performance Statistics
Factor performance
o lized <—Factor momentum——>
(%; annualized) Negative Positive
120 - #1 #2 #3 #3-#1
10.0 Average 0.76 -3.77 10.73 9.96
80 - Low Standard deviatio 9.82 15.16 10.11 15.55
= t-value 0.28 -0.91 3.88 2.34
60 . Fhkk *k
40 - T Return/risk 0.08 -0.25 1.06 0.64
2.0 - -
_ Average -4.78 1.23 5.14 9.92
0.0 == Degree ofherding Standard deviatio 10.85 9.09 10.15 16.22
2.0 - by factor t-value -1.61 0.49 1.85 2.23
40 - ¥ *
l/ Return/risk -0.44 0.13 0.51 0.61
-6.0 -
80 1 ".#3;Positive Average -8.21 -3.66 1.19 7.02
-10.0 - High Standard deviatio 11.80 10.71 8.63 11.79
#1:Low _ #1 Negative Factor t-value -2.*5jl -1.25 -0.50 23*7
#2 e momentum
#3;High Return/risk -0.70 -0.34 -0.14 0.60

Degree of herding
by factor

Note: Universe is 29 factors in figure 5. We calculated factor herding level (Herding) and past 3-month return at the beginning of each month, for each factor. We divided into three groups based on factor

herding level (Herding), each of which is then subdivided into three groups by past 3-month return, and calculated monthly equally-weighted returns for each group. t-values are based on the null

hypothesis in which the average monthly return is zero. indicates significance at 5%, and * indicates significance at 10%. We

did not take trading costs into account. Analysis is based on historical share prices and does not guarantee future performance.
Source: Nomura

*hkk

indicates significance at 0.1%,

*kk

indicates significance at 1%, **

17



Strategy for avoiding unwinding risk (2):

Degree of herding and factor return for each factor

Degree of herding and factor return for each factor

NOAURA

Factor Degree of herding Factor retun(%)
(Herding) (Jan 2014-Apr 2014)
Valuation E/P(actual) Undervalued - overvalued -0.24 3.87
Estimated E/P(FY1) Undervalued - overvalued 0.17 0.67
Estimated E/P(FY2) Undervalued - overvalued 0.35 0.72
Estimated E/P(FY3) Undervalued - overvalued 0.34 0.73
E/P(estimated, composite) Undervalued - overvalued 0.35 2.54
'_B/P Undervalued - overvalued -0_5(_3 1 ?L
Estimated dividend yield Undervalued - overvalued -0.13 5.49
Growth/Quality Growth(actual sales) High - fow 0.27 -2.03
Growth(FY1 sales) High - low 0.89 -2.50
Growth(FY2 sales) High - low 0.99 -1.73
Growth(FY3 sales) High - low 0.78 1.75
Growth(sales, composite) High - low 0.97 -2.00
Growth(actual recurring profit) High - low 0.06 -2.08
Growth(FY1 recurring profit) High - low 0.47 -6.87
Growth(FY2 recurring profit) High - low 0.54 1.68
Growth(FY3 recurring profit) High - low 0.35 -0.83
Growth(recurring profit, composite) High - low 0.63 -5.45
Growth(actual net profit) High - low -0.22 -0.83
Growth(FY1 net profit) High - low 043 -3.81
Growth(FY2 net profit) High - low 0.48 3.27 )
Growth(FYs net profit) High - low 0.24 -0.77
Growth(net profit, composite) High - low 0.26 -3.44

High -

low

070

High -

0.00

Historical return igh - . -0.
12-month return High - low 0.44 -8.91

Risk 60-day volatility High - low 0.63 -5.07

Supply & demand Nonresident active weight High - low 0.55 0.34
Pension funds active weight High - low 0.99 -0.20

Note: Universe is TOPIX 500 stocks. We

examined a herding level of active funds
for each factor, at the beginning of
January 2014. We divided our universe
into five groups based on active fund
ownership ratio, then calculated herding
level defined by (average in highest
group;#5 — average in lowest group;#1) /
average in our universe. For factor
return, we calculated cumulative daily
return on a strategy of going long on the
stocks with the highest factor values and
short on the stocks with the lowest factor
values from January 2014 to 22 April
2014. We did not take trading costs into
account. Analysis is based on historical
share prices and does not guarantee
future performance.

Source: Nomura
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Strategy for avoiding unwinding risk (3):
Avoiding unwinding risk at stock level

NOAURA

The size of HoldShr for active funds thus probably acts as a signal of share price reversal

YfeF Shr{(Total no.of shares of stock i held by Active fund group F)

F _
HOldShri't "~ OutShr *FFW; . (No.of shares issued and outstanding of stock i adjusted for the FFW)

Performance of stocks in which positions have been accumulated(#5)

Engo-1998/12 = 0% Cumulative return
) #1(Low)
20 - #2
10 - #4
0 | #3

_10 -

_20 .

_30 -

_40 -

#5 (High)

.50 -
(@] (@] (@] (@] (@] (@] (] (@] (@] (@] (@] (@] (@] (] (@]
— — — — — — — — — — — — — — —
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Note: We divided the universe of TSE-1 stocks into five groups in terms of active fund ownership (HoldShr) at the beginning of each monthion the basis of the most recently disclosed data for each fund. We then calculated the
difference between the monthly return on equally widjghted portfolios comprising the stocks in each of these five groups when held through the month-end and the return on an equally weighted portfolio comprising all the stocks
in the universe. Sample period is June 2002 through April 2014. Returns are exclusive of transaction costs. Analysis is based on past performance and does not guarantee future performance.

Source: Nomura



Strategy for avoiding unwinding risk (3):

Avoiding unwinding risk at stock level (continued)

Limiting the universe to low herding stocks (group #1)
generates high risk-adjusted returns and low maximum drawdowns

NOAURA

(1) Sales growth (2) E/IP
End-1998/12=0% Cumulative return (sales growth) End-1998/12=0% Cumulative return (E/P)
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Note: Universe is TSE-1 stocks. Sample period is January 1999 through April 2014. We divided the universe into five groups based on the value of active fund share ownership ratio using the groups with the highest (#5) and lowest
(#1) values of herding for following Fama-MacBeth regressmn analysis, defining the regression coefficient fof explanatory variable *as the return on each factor strategy .

+is the monthly return on stock i during period t, x; s the factor value (monthly) for stock i at the beginning of period t , and £+ is the error term. Z=ra;.is CAPM beta for stock i eshmated from past 60 month monthly return

from the start of period t , and
Source: Nomura

log ML,

.is the log of market cap. For explanatory variable x, we used E/P, B/P, sales growth, and past-three-month revisions.
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v Strategy for avoiding unwinding risk (3): NOMURA
Avoiding unwinding risk at stock level (continued) '

(3) Past 3-month revision (4) B/IP
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Note: Universe is TSE-1 stocks. Sample period is January 1999 through April 2014. We divided the universe into five groups based on the value of active fund share ownership ratio, using the groups with the highest (#5) and lowest

(#1) values of herding for following Fama-MacBeth regression analysis, defining the regression coefficient &of explanatory variable Xas the return on each factor strategy . v, = &;. + [, Beta,, + v, logMl, + 4, x,, + &,

¥, +is the monthly return on stock i during period t, X .is the factor value (monthly) for stock i at the beginning of period t, and €: ¢+ is the error term. E=tn;.is CAPM beta for stock i éstimated from pést—60—month monthly re.t.urn

from the start of period t, and 1253V, is the log of market cap. For explanatory variable x, we used E/P, B/P, sales growth, and past-three-month revisions.
Source: Nomura
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Conclusion

oA strong headwind on 24 March 2014 had negative impact on
earnings forecast-related factors and overcrowded stocks

B Active funds still facing headwinds
Similar phenomenon possibly remains to be seen

- The dissolution of employee pension funds(EPFs) is about to gain momentum in
earnest

B We recommend that investors avoid herding investment behavior
at both factor and individual stock level
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Appendix : Global factor performance
(1) Share price momentum(past 12-month return) (2) Growth(net profit forecast: FY2—FY1)
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Note: Our universe was Japanese, North American, EMEA, and Asia ex Japan stocks in the MSCI World Index, and we looked at the effectiveness of share price momentum, net profit growth (FY2—FY1), E/P, and B/P for each
region. For each factor, we divided the universe into quintiles based on factor values at the beginning of each month. We then calculated daily returns on a strategy comprising long positions in the stocks in the quintile with the
highest factor values and short positions in the stocks in the quintile with the lowest factor values. All returns were calculated on a US dollar basis. We looked at cumulative factor performance from January 2013 to 25 April 2014.
We did not take trading costs into account. Analysis is based on historical share prices and does not guarantee future performance.

Source: Nomura
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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

30



NOAURA

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.
Purchases of investment trusts (and sales of some investment trusts) are subject to a purchase or sales fee of up to 5.4% 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 5.4%
(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 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.
No account fee will be charged for marketable securities or monies deposited. Transfers of equities to another securities company via the Japan
Securities Depository Center are subject to a transfer fee of up to ¥10,800 per issue transferred depending on volume.
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