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Focus on sales growth, concessions

Pulling away from rivals by ending its dependence
on contracting work

Investment stance: we reiterate Buy rating, hike forecasts on higher gross
margin on building construction

Maeda performed well in 17/3 Q1, generating a gross margin of 9.9% on building
construction projects and overall operating profit growth of 26% y-y. We raise our profit
forecasts, having lifted our outlook for the gross margin on building construction
projects. While some investors may be concerned that the gross margin on building
construction projects is high in historical terms and offers only limited scope for
improvement from 18/3 onwards, we note that the order book has been rising and that
sales growth from 18/3 onwards is likely to lend further impetus to profit growth. Maeda
has also established a subsidiary to operate a toll road concession in Aichi Prefecture,
and it will be interesting to see how it contributes to earnings. We have raised our
target price to reflect upward revisions to our profit forecasts and a rise in the
benchmark P/E.

Maeda gains preferential negotiating rights for toll road concession in Aichi
Prefecture

Maeda has been taking various steps to move away from being purely a contractor.
Having won the concession to operate Sendai Airport, a consortium of which it is the
leading participant gained preferential negotiating rights for the concession to operate
toll roads in Aichi Prefecture on 24 June. As noted in its 17/3 Q1 earnings release,
Maeda signed a basic agreement with Aichi Prefectural Road Public Corporation and
established a subsidiary in which it has a 50% stake on 3 August. The subsidiary is
scheduled to become operational in October 2016. Maeda has started to pull away
from rivals by ending its dependence on contracting work. Whether this
maintenance/management subsidiary is included in consolidated accounts will partly
depend on the nature of contractual arrangements. Nevertheless, we will be focusing
on how these concessions contribute to earnings.

Gross margin on building construction projects likely to remain high

While the strong gross margin on building construction projects in 17/3 Q1 partly
reflected one-time factors such as upward revisions following negotiations on individual
projects, it is likely to remain high in future as order books are strong throughout the
sector and there have been no major changes in the competitive climate.
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Source: Company data, Nomura estimates (See the bottom of page 2 for further notes to this table.)
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Earnings from civil engineering are
likely to be stable, partly owing to
major orders taken on in the past. In
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companies to benefit from recent falls
in costs as well as the negative
impact of prior low-margin projects
dropping from the picture.

Catalyst

We note the risk of a further
deterioration in earnings at an
overseas project where works have
run into difficulties. However, we
think the negative impact will
gradually recede, as the company
has made provisions, works are
progressing, and the project is
nearing completion.
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Key data on Maeda

Rating Valuation and ratio analysis
Stock Buy (JPY) 16/3 17/3E 18/3E  19/3E
EPS 98.8 112.8 110.0 110.0
Relative performance chart Adjusted EPS 92.1 89.5 94.8 97.4
BPS or NAV per share 886.4 987.8 1,087.1 1,186.4
== Price adjusted for corporate action DPS 11.0 11.0 11.0 11.0
(JPY) V5 Russell/Nomura Large Cap ROE (%) 113 120 108 27
120
850 Income statement
00 110 (JPY mn) 16/3 17/3E 18/3E 19/3E
Sales 441,723 420,000 439,000 444,000
830 - Operating profits 18,703 21,000 22,500 23,000
00 EBITDA 24,478 26,000 27,500 28,000
7510 0 Interest & dividend income 1,493 1,400 1,400 1,400
Interest expense 1,282 1,200 1,200 1,200
bl Recurring profits 22,991 26,000 27,500 28,000
650 B0 Pretax profits 21564 26,000 27,500 28,000
S Gl R G C G R E R Minority interest 932 1,000 1,000 1,000
&5 23 58 E 385 E\:Vorfgfsa;”;’:rt:gt'e o 17,505 20,000 19,500 19,500
Source: ThomsonReuters, Nomura research (Eq_uity in net income of 4,641 5,000 5,000 5,000
affiliates) ' ’ ' '
Performance
(%) 1M 3aMm 12M
Absolute -5.0 5.1 0.1 Balance sheet
Relative to Russell/Nomura 3.9 76 96 (JPY mn) 16/3 17/3E 18/3E 19/3E
Large Cap Current assets 248,700 248,200 261,200 275,200
Operating receivables 181,807 157,000 163,000 165,000
Inventories 14,671 32,000 32,000 32,000
Long-term assets 196,539 195,800 195,800 195,800
Stock price data Total assets 445,239 444,000 457,000 471,000
Current stock price (JPY) 867 Operatmg payables 82,951 86,000 89,000 90'000
Market capitalization (JPY bn) 160.6 (Current)
52-week low stock price (JPY) 648 Interest-bearing debt 107,875 90,000 85,000 85,000
52-week hlgh stock price (JPY) 0987 Total liabilities 281,165 260,900 255,300 250,700
Shares out (mn) 185.2 Net assets 164,074 183,100 201,700 220,300
Shareholders' equity 157,119 175,100 192,700 210,300

Source: ThomsonReuters, Nomura research
Cash flow statement

(JPY mn) 16/3 17/3E 18/3E 19/3E
Operating cash flow -11,310 32,200 18,900 18,900

Profits attributable to
owners of parent

17,505 20,000 19,500 19,500

Depreciation 5,775 5,000 5,000 5,000
Change in working capital -18,401 10,527 -3,000 -1,000
Investment cash flow -3,035 -5,000 -5,000 -5,000
Capex -4561  -5,000 -5,000 -5,000
Free cash flow -14,345 27,200 13,900 13,900
Financial cash flow 14,511 -19,800 -6,900 -1,900
ccllggtnge in interest-bearing 26533 -17.875  -5.000 0
Dividend payments -1,595  -1,900 -1,900 -1,900

Change in cash &

) -251 7,400 7,000 12,000
equivalents

Source: Company data, Nomura estimates

Note: EPS forecasts for 17/3 onwards on front page table are fully diluted and assume a normal tax rate.
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Fig. 1: Maeda [1824]: parent financial data

(¥mn, except where noted)
New old New old New old Co's
Parent orders 14/3 15/3 16/3 17/3E 17/3E 18/3E 18/3E 19/3E 19/3E 17/3E
Total orders 320,826 370,212 388,896 346,000 | 346,000 349,000 | 349,000 350,000 | 349,000 335,000
% y-y 3.6 154 5.0 -11.0 -11.0 0.9 0.9 0.3 0.0 -139
Civil engineering 135,001 138,422 134,568 132,000 | 132,000 135,000 | 135,000 136,000 | 135,000 130,000
% y-y 13.0 25 -2.8 -1.9 -1.9 2.3 2.3 0.7 0.0 -3.4
Japan 128,658 120,880 134,432 122,000 | 122,000 125,000 | 125,000 126,000 | 125,000 120,000
Overseas 6,341 17,542 136 10,000 10,000 10,000 | 10,000 10,000 | 10,000 10,000
Building 181,764 229,335 235,188 212,000 | 212,000 212,000 | 212,000 212,000 | 212,000 205,000
%y-y -34 26.2 2.6 9.9 9.9 0.0 0.0 0.0 0.0 -12.8
Japan 178,290 225,336 229,683 207,000 | 207,000 207,000 | 207,000 207,000 | 207,000 200,000
Overseas 3,474 3,999 5,505 5,000 5,000 5,000 5,000 5,000 5,000 5,000
Development business 4,060 2,452 19,137 2,000 2,000 2,000 2,000 2,000 2,000 -
% y-y 101.4 -39.6 680.5 -89.5 -89.5 0.0 0.0 0.0 0.0
Parent financial data
Sales 323,865 331,259 372,639 340,000 | 340,000 359,000 | 359,000 364,000 | 364,000 330,000
% y-y 75 2.3 125 -8.8 -8.8 5.6 5.6 14 14 -114
Value of completed projects 319,680 329,753 352,488 338,000 | 338,000 357,000 | 357,000 362,000 | 362,000 328,600
%y-y 6.9 3.2 6.9 -4.1 4.1 5.6 5.6 14 14 -6.8
Civil engineering 126,086 123,508 145,602 132,000 | 132,000 142,000 | 142,000 142,000 | 142,000 130,000
%y-y 16.0 2.0 17.9 9.3 9.3 7.6 7.6 0.0 0.0 -10.7
General building construction 193594 206,245 206,886 206,000 | 206,000 215,000 | 215,000 220,000 | 220,000 198,600
% y-y 1.7 6.5 0.3 04 04 44 44 2.3 2.3 -4.0
Development business 4,183 1504 20,151 2,000 2,000 2,000 2,000 2,000 2,000 1,400
% y-y 96.9 -64.0 1,239.8 -90.1 -90.1 0.0 0.0 0.0 0.0 931
Gross profits 20,069 23,734 31,261 35,000| 33,000 36,500 | 34,500 37,000| 35,000 31,000
% y-y 2115 18.3 317 12.0 5.6 43 45 14 14 -0.8
Margin (%) 6.2 7.2 8.4 10.3 9.7 10.2 9.6 10.2 9.6 9.4
Civil engineering 9,617 10,172 12,833 15,000 15,000 15,500 | 15,500 15,500 | 15,500 15,000
% y-y 1,224.7 5.8 26.2 16.9 16.9 3.3 3.3 0.0 0.0 16.9
| Margin (%) 7.6 8.2 8.8 11.4 11.4 10.9 10.9 10.9 10.9 115 I
General building construction 9,361 13,994 17,386 19,500 17,500 20,500 | 18,500 21,000| 19,000 15,400
% y-y 52.5 495 24.2 12.2 0.7 5.1 5.7 2.4 2.7 -114
| Margin (%) 4.8 6.8 8.4 9.5 8.5 95 8.6 9.5 8.6 7.8 I
Operating profits 5,264 8,179 15,609 18,000 16,000 19,500 | 17,500 20,000| 18,000 14,000
% y-y - 55.4 90.8 53 25 8.3 9.4 2.6 2.9 -10.3
Margin (%) 1.6 25 4.2 5.3 47 5.4 4.9 55 4.9 42

Source: Company data, Nomura estimates



Nomura | Maeda 26 August 2016

Fig. 2: Maeda [1824]: parent and consolidated financial data (quarterly)
(¥mn, except where noted)

1413 15/3 16/3 1713
Parent orders Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1
Total orders 75,116 104,578 44,649 96,483|96,658 69,702 135358 68,494 57,509 145,156 77,834 108,397 | 102,510
% y-y 85.7 16.3 -33.9 -13.7| 287 -33.3 2032 -29.0| -405  108.3 -42.5 58.3 78.3
Civil engineering 26,533 25285 24500 58,683 |42,157 32,450 27,705 36,110(24,961 28,175 18,704 62,728| 43,766
% y-y 179.9 -14.9 -24.6 229| 589 28.3 13.1 -38.5| -40.8 -13.2 -32.5 73.7 75.3
Japan 23947 24,876 20,812 59,023 /40,850 21,781 20,703 37,546|21,356 30,450 18,978 63,648 | 43,848
Overseas 2,584 409 3,688 -340| 1,306 10,670 7,002 -1,436| 3,504 -2,174 -274 -920 -82
Building 48,159 78,896 20,969 33,740 | 54,500 36,574 107,304 30,957 32,548 113,849 58,776 30,015| 58,743
%y-y 58.1 320 -39.3 -46.8| 132 -536 4117 -82| -403 2113 -45.2 -3.0 80.5
Japan 47504 78528 18,297 33,961 (53,071 36,564 105,303 30,398 (29,441 116,340 54,693 29,209 | 58,369
Overseas 653 370 1,332 1,119 | 1,012 427 2,001 559 449 167 4,083 806 -45
Development business 424 396 518 2,722 416 259 351  1,426| 2,756 372 356 15,653 419
% y-y -15.0 -154 32 3976 -19 -34.6 -32.2 -47.6| 562.5 43.6 14 9977 -84.8
Parent financial data
Sales 76,200 75599 84,277 87,789|70,137 87,033 83,055 91,034|86,917 84,729 87,331 113,662 | 79,488
% y-y 39.9 3.4 9.4 -4.0 -8.0 15.1 -1.4 37| 239 -2.6 5.1 24.9 -85
Value of completed projects 75,698 75,114 83,814 85,054|69,719 86,667 82,712 90,655|84,301 84,381 85,798 98,008 | 79,126
% y-y 40.4 -34 9.5 -6.4 7.9 15.4 -13 66| 209 2.6 37 8.1 6.1
Development business 502 483 463 2,735 417 366 344 377| 2,616 347 1533 15,655 361
% y-y -11.8 5.7 81  4074| -16.9 -24.2 -25.7 -86.2| 527.3 5.2 3456 4,0525 -86.2
Gross profits 4797 4273 5484 5515| 6513 6480 5529 5212 6,960 6,208 9,060 9,043| 8,619
% y-y 84.7 -184 315 358 51.6 0.8 55 6.9 -4.2 63.7 735 23.8
Margin (%) 6.3 5.7 6.5 6.3 9.3 74 6.7 5.7 8.0 7.3 10.4 8.0 10.8
Civil engineering 2478 1877 3,158  2,104| 3405 3383 2,737 647| 3,423 3160 3,09  3,160| 3523
% y-y 167.0 -26.6 35| 374 80.2 -133 -69.2 0.5 -6.6 129 3884 2.9
| Margin (%) 8.4 6.1 9.7 63| 129 10.1 9.0 1.9 9.2 8.5 9.3 8.4 11.8
General building construction 2,119 2214 2,152 2876 2,947 2979 2,670 5398| 3,325 2886 5686 5489 4,908
%y-y 423 -11.0  564.2 56.4| 39.1 34.6 24.1 87.7| 128 31 1130 17 476
| Margin (%) 4.6 5.0 4.2 5.6 6.8 5.6 5.1 9.4 7.1 6.1 10.8 9.1 9.9
Operating profits 804 817 1,795 1.848| 2594 2613 1566  1406| 2,580 2,190 6,308 4531| 4,353
% y-y -53.8 - 4235 2226 2198 -12.8 -23.9 -0.5 -16.2 3028 2223 68.7
Margin (%) 11 11 21 21 37 3.0 1.9 15 3.0 2.6 72 4.0 55
Consolidated income statement
Sales 90,425 92,818 103,100 109,229 |85,929 104,583 103,987 110,877 (95,877 98,187 110,572 137,087 | 94,903
% y-y 39.0 2.6 2.2 1.0 5.0 12.7 0.9 15| 116 -6.1 6.3 23.6 -1.0
Operating profits 1079 1617 2,675 2482| 3065 3,215 2472 2226| 3,851 2414 6631 5807| 4867
% y-y - 6.4 553.2| 184.1 98.8 7.6 -10.3| 256 249 1682 1609 26.4
Margin (%) 1.2 17 2.6 2.3 36 31 24 2.0 4.0 25 6.0 4.2 51
Recurring profits 1656 2,168 4,015  3,443| 3583 4378 4039 3277| 5025 3373 8176  6417| 5551
% y-y - 7.6 101.2| 1164 1019 0.6 48| 402 -23.0 1024 95.8 10.5
Margin (%) 1.8 2.3 39 32 42 42 39 3.0 5.2 34 74 47 5.8
Profits attributable to owners of parent 1,333 4,448 3,278 206| 2,868 3,704 3,082 3949| 4509 3325 6,388  3,283| 4,811
% y-y - 1649 -84.8| 115.2 -16.7 -6.0 1817.0| 572 -102 1073 -16.9 6.7
Margin (%) 15 48 3.2 0.2 33 35 3.0 3.6 4.7 34 5.8 24 5.1

Source: Company data, Nomura estimates
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Fig. 3: Maeda [1824]: consolidated financial data 1
(¥mn, except where noted

New old New old New old Co's
Consolidated income statement 1413 15/3 16/3 17/3E 17/3E 18/3E 18/3E 19/3E 19/3E 17/3E
Sales 395,572 405,376 441,723 420,000 | 415,000 439,000 | 434,000 444,000 | 439,000 410,000
% y-y 72 25 9.0 -4.9 -6.0 45 4.6 11 12 72
Value of completed projects 354,869 370,161 384,992 383,000 | 378,000 402,000 | 397,000 407,000 | 402,000 372,400
% y-y 8.2 4.3 4.0 -0.5 -1.8 5.0 5.0 12 13 -33
Development business 40,702 35215 56,731 37,000 | 37,000 37,000 | 37,000 37,000 | 37,000 37,600
% y-y -12 -135 61.1 -34.8 -34.8 0.0 0.0 0.0 0.0 -33.7
Gross profits 29,614 33277 41211 45,500 | 43,500 47,000 | 45,000 47,500 | 45,500 41,600
% y-y 94.3 12.4 23.8 104 5.6 33 34 11 11 0.9
Margin (%) 75 8.2 9.3 10.8 10.5 10.7 104 10.7 104 10.1
Gross profits on completed projects 22,145 27,767 33,992 38,700 | 36,700 40,200 | 38,200 40,700 | 38,700 34,700
% y-y 145.1 25.4 22.4 13.9 8.0 39 4.1 12 13 21
Margin (%) 6.2 75 8.8 10.1 9.7 10.0 9.6 10.0 9.6 9.3
Development business gross profits 7,468 5,509 7,218 6,800 6,800 6,800 6,800 6,800 6,800 6,900
% y-y 20.3 -26.2 31.0 -5.8 5.8 0.0 0.0 0.0 0.0 -4.4
Margin (%) 18.3 15.6 12.7 184 184 18.4 18.4 18.4 184 184
Operating profits 7853 10,978 18,703 21,000 | 19,000 22,500 | 20,500 23,000 | 21,000 17,300
% y-y - 39.8 70.4 12.3 16 7.1 7.9 2.2 24 -75
Margin (%) 2.0 2.7 4.2 5.0 4.6 5.1 4.7 5.2 48 4.2
Recurring profits 11,282 15277 22,991 26,000 | 24,000 27,500 | 25,500 28,000 | 26,000 20,700
% y-y - 354 50.5 13.1 44 5.8 6.3 1.8 2.0 -10.0
Margin (%) 29 38 5.2 6.2 5.8 6.3 5.9 6.3 5.9 5.0
Profits attributable to owners of parent 9,265 13,603 17,505 20,000 | 18,000 19,500 | 17,500 19,500 | 17,500 16,400
% y-y - 46.8 28.7 14.3 2.8 25 2.8 0.0 0.0 6.3
Margin (%) 23 34 4.0 4.8 4.3 44 4.0 44 4.0 4.0
DPS (¥) 7 9 11 11 11 11 11 11 11 11
Hl-end (¥) 0 0 0 0 0 0 0 0 0 0
FY-end (¥) 7 9 11 11 11 11 11 11 11 11
Consolidated balance sheet
Cash & equivalents 21,990 26,396 25,839 33,200 | 31,200 40,200 | 36,200 52,200 | 46,200
Accounts receivable 154,089 143,993 181,807 157,000 | 157,000 163,000 | 163,000 165,000 | 165,000
Inventory assets 24677 37,344 14,671 32,000 | 32,000 32,000 | 32,000 32,000 | 32,000
Spending on uncompleted projects 15289 24,278 10,443 20,000 | 20,000 20,000 | 20,000 20,000 | 20,000
PPE/intangible long-term assets 67,329 56,270 63,839 63,800 | 63,800 63,800 | 63,800 63,800 | 63,800
Other assets 143311 164,226 159,083 158,000 | 158,000 158,000 | 158,000 158,000 | 158,000
Total assets 411,396 428,229 445,239 444,000 | 442,000 457,000 | 453,000 471,000 | 465,000
Accounts payable 80,941 86,211 82,951 86,000 | 86,000 89,000 | 89,000 90,000 | 90,000
Advances on uncompleted projects 36,396 34,720 19,998 20,000 | 20,000 20,000 | 20,000 20,000 | 20,000
Interest-bearing debt 94,113 81,342 107,875 90,000 | 90,000 85,000 | 85,000 85,000 | 85,000
Other liabilities 71,041 67,478 70,341 64,900 | 64,900 61,300 | 61,300 55,700 | 55,700
Shareholders' equity 124,348 152,792 157,119 175,100 | 173,100 192,700 | 188,700 210,300 | 204,300
Minority interests 4,557 5,686 6,955 8,000 8,000 9,000 9,000 10,000 | 10,000
Total liabilities and net assets 411,396 428,229 445,239 444,000 | 442,000 457,000 | 453,000 471,000 | 465,000
Turnover period (months)
Cash & equivalents 0.7 0.8 0.7 0.9 0.9 11 1.0 14 13
Accounts receivable 4.7 4.3 49 45 45 45 45 45 45
Inventory assets 0.7 11 0.4 0.9 0.9 0.9 0.9 0.9 0.9
Accounts payable 25 2.6 2.3 25 25 24 25 2.4 25

Source: Company data, Nomura estimates
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Fig. 4: Maeda [1824]: consolidated financial data 2
(¥mn, except where noted)

New old New old New old
Consolidated cash flow 14/3 15/3 16/3 173 1713 18/3E 18/3E 19/3E 19/3E
Profits attributable to owners of parent 9,265 13,603 17,505 20,000 18,000 19,500 17,500 19,500 17,500
Depreciation 4,168 4,513 5,775 5,000 5,000 5,000 5,000 5,000 5,000
Change in working capital -20,382 1,130 -35,117 10,500 10,500 -3,000 -3,000 -1,000 -1,000
Other -3,339 -4,880 527 -3,300 -3,300 -2,600 -2,600 -4,600 -4,600
Operating cash flow -10,288 14,366  -11,310 32,200 | 30,200 18,900 16,900 18,900 16,900
Acquisition or sale of PPE -3,988 -7,599 -4,561 -5,000 -5,000 -5,000 -5,000 -5,000 -5,000
Other 2,719 12,727 1,526 0 0 0 0 0 0
Investment cash flow -1,269 5,128 -3,035 -5,000 -5,000 -5,000 -5,000 -5,000 -5,000
Change in borrowings -1,619  -13,351 16,291 -17,900 | -17,900 -5,000 -5,000 0 0
Dividend payments -1,240 -1,240 -1,595 -1,900 -1,900 -1,900 -1,900 -1,900 -1,900
Other -219 -291 -185 0 0 0 0 0 0
Financial cash flow -3,078  -14,882 14,511 -19,800 | -19,800 -6,900 -6,900 -1,900 -1,900
Consolidated indicators
Free cash flow -11,557 19,494 -14,345 27,200 | 25,200 13,900 11,900 13,900 11,900
EBITDA 12,021 15491 24,478 26,000 | 24,000 27,500 25,500 28,000 [ 26,000
Shares out (FY-end, mn) 185 185 185 185 185 185 185 185 185
Treasury stock (FY-end, mn) 8 8 8 8 8 8 8 8 8
EPS (¥) 52.3 76.7 98.8 112.8 1015 110.0 98.7 110.0 98.7
EPS fully diluted (¥) - 71.6 92.1 105.3 94.8 102.6 92.1 102.6 92.1
CFPS (¥) 75.8 102.2 131.3 141.0 129.7 138.2 126.9 138.2 126.9
BPS (¥) 7015 861.9 886.4 987.8 976.5 1,087.1 | 1,064.5 1,186.4 | 1,152.5
ROE (%) 7.7 9.8 11.3 12.0 10.9 10.6 9.7 9.7 8.9
ROA (%) 2.3 32 4.0 45 4.1 43 39 4.2 38
Total asset turnover ratio (months) 12.5 12.7 12.1 12.7 12.8 12.5 12.5 12.7 12.7
DIE ratio (x) 0.8 0.5 0.7 05 0.5 0.4 0.5 0.4 0.4
Shareholders' equity to total assets (%) 30.2 35.7 353 39.4 39.2 422 417 44.6 439

Source: Company data, Nomura estimates
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Analyst Certification

I, Kentaro Maekawa, hereby certify (1) that the views expressed in this Research report accurately reflect my personal views
about any or all of the subject securities or issuers referred to in this Research report, (2) no part of my compensation was, is or
will be directly or indirectly related to the specific recommendations or views expressed in this Research report and (3) no part of
my compensation is tied to any specific investment banking transactions performed by Nomura Securities International, Inc.,
Nomura International plc or any other Nomura Group company.

Issuer Specific Regulatory Disclosures

The term "Nomura Group" used herein refers to Nomura Holdings, Inc. or any of its affiliates or subsidiaries, and may refer to one or more
Nomura Group companies.

Materially mentioned issuers

Issuer Ticker Price Price date  Stock rating Sector rating Disclosures
Maeda 1824 JP JPY 867 25-Aug-2016 Buy N/A A6,A11

A6 The Nomura Group expects to receive or intends to seek compensation for investment banking services from the issuer in the next three
months.

A1l The Nomura Group holds 1% or more of any class of common equity securities of the issuer.

Maeda (1824 JP) JPY 867 (25-Aug-2016) Buy (Sector rating: N/A)
Rating and target price chart (three year history)
Maeda Date Rating Target price  Closing price
As of 22-Aug-2016 26-Feb-16 995 777
Currency =IFY — 0g-Aug-15 1,090 923
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For explanation of ratings refer to the stock rating keys located after chart(s)

Valuation Methodology We calculate our target price of ¥1,140 by multiplying our 18/3 adjusted EPS forecast (fully diluted and
assuming a normal tax rate) of ¥94.8 by a P/E of around 12x (fully diluted but not assuming a normal tax rate, our 18/3 adjusted
EPS forecast is ¥102.6). This is lower than the Russell/Nomura Large Cap (ex financials) average of 14x as our operating profit
CAGR forecast for 18/3-19.3 of 4.7% is lower than the equivalent average of 8.4%.

Risks that may impede the achievement of the target price Factors that could cause the share price to substantially
undershoot our target price include a sharp increase in costs on private-sector building construction projects, fiercer competition,
and a further deterioration in overseas earnings.

Important Disclosures

The lists of issuers that are affiliates or subsidiaries of Nomura Holdings Inc., the parent company of Nomura Securities Co., Ltd., issuers that
have officers who concurrently serve as officers of Nomura Securities Co., Ltd., issuers in which the Nomura Group holds 1% or more of any
class of common equity securities and issuers for which Nomura Securities Co., Ltd. has lead managed a public offering of equity or equity



Nomura | Maeda 26 August 2016

linked securities in the past 12 months are available at http://www.nomuraholdings.com/report/. Please contact the Research Product
Management Dept. of Nomura Securities Co., Ltd. for additional information.

Online availability of research and conflict-of-interest disclosures

Nomura research is available on www.nomuranow.com/research, Bloomberg, Capital 1Q, Factset, MarkitHub, Reuters and ThomsonOne.
Important disclosures may be read at http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx or requested
from Nomura Securities International, Inc., on 1-877-865-5752. If you have any difficulties with the website, please

email grpsupport@nomura.com for help.

The analysts responsible for preparing this report have received compensation based upon various factors including the firm's total revenues, a
portion of which is generated by Investment Banking activities. Unless otherwise noted, the non-US analysts listed at the front of this report are
not registered/qualified as research analysts under FINRA rules, may not be associated persons of NSI, and may not be subject to FINRA Rule
2241 restrictions on communications with covered companies, public appearances, and trading securities held by a research analyst account.

Nomura Global Financial Products Inc. (“‘NGFP”) Nomura Derivative Products Inc. (“NDPI”) and Nomura International plc. (“Nlplc”) are
registered with the Commaodities Futures Trading Commission and the National Futures Association (NFA) as swap dealers. NGFP, NDPI, and
Nlplc are generally engaged in the trading of swaps and other derivative products, any of which may be the subject of this report.

Any authors named in this report are research analysts unless otherwise indicated. Industry Specialists identified in some Nomura International
plc research reports are employees within the Firm who are responsible for the sales and trading effort in the sector for which they have
coverage. Industry Specialists do not contribute in any manner to the content of research reports in which their names appear.

Distribution of ratings (Global)

The distribution of all ratings published by Nomura Global Equity Research is as follows:

51% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as a Buy rating; 37% of companies with this
rating are investment banking clients of the Nomura Group*.

43% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; 54% of companies with
this rating are investment banking clients of the Nomura Group*.

6% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified as a Sell rating; 10% of companies with
this rating are investment banking clients of the Nomura Group*.

As at 30 June 2016. *The Nomura Group as defined in the Disclaimer section at the end of this report.

Explanation of Nomura's equity research rating system in Europe, Middle East and Africa, US and Latin America, and
Japan and Asia ex-Japan from 21 October 2013

The rating system is a relative system, indicating expected performance against a specific benchmark identified for each individual stock,
subject to limited management discretion. An analyst’s target price is an assessment of the current intrinsic fair value of the stock based on an
appropriate valuation methodology determined by the analyst. Valuation methodologies include, but are not limited to, discounted cash flow
analysis, expected return on equity and multiple analysis. Analysts may also indicate expected absolute upside/downside relative to the stated
target price, defined as (target price - current price)/current price.

STOCKS

A rating of 'Buy’, indicates that the analyst expects the stock to outperform the Benchmark over the next 12 months. A rating of '‘Neutral’,
indicates that the analyst expects the stock to perform in line with the Benchmark over the next 12 months. A rating of 'Reduce’, indicates that
the analyst expects the stock to underperform the Benchmark over the next 12 months. A rating of 'Suspended’, indicates that the rating, target
price and estimates have been suspended temporarily to comply with applicable regulations and/or firm policies. Securities and/or companies
that are labelled as 'Not rated' or shown as ‘No rating' are not in regular research coverage. Investors should not expect continuing or
additional information from Nomura relating to such securities and/or companies. Benchmarks are as follows: United States/Europe/Asia ex-
Japan: please see valuation methodologies for explanations of relevant benchmarks for stocks, which can be accessed

at: http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx; Global Emerging Markets (ex-Asia): MSCI
Emerging Markets ex-Asia, unless otherwise stated in the valuation methodology; Japan: Russell/Nomura Large Cap.

SECTORS

A 'Bullish' stance, indicates that the analyst expects the sector to outperform the Benchmark during the next 12 months. A ‘Neutral' stance,
indicates that the analyst expects the sector to perform in line with the Benchmark during the next 12 months. A 'Bearish’' stance, indicates that
the analyst expects the sector to underperform the Benchmark during the next 12 months. Sectors that are labelled as ‘Not rated' or shown as
‘N/A' are not assigned ratings. Benchmarks are as follows: United States: S&P 500; Europe: Dow Jones STOXX 600; Global Emerging
Markets (ex-Asia): MSCI Emerging Markets ex-Asia. Japan/Asia ex-Japan: Sector ratings are not assigned.

Explanation of Nomura's equity research rating system in Japan and Asia ex-Japan prior to 21 October 2013

STOCKS

Stock recommendations are based on absolute valuation upside (downside), which is defined as (Target Price - Current Price) / Current Price,
subject to limited management discretion. In most cases, the Target Price will equal the analyst's 12-month intrinsic valuation of the stock,
based on an appropriate valuation methodology such as discounted cash flow, multiple analysis, etc. A 'Buy' recommendation indicates that
potential upside is 15% or more. A 'Neutral' recommendation indicates that potential upside is less than 15% or downside is less than 5%. A
‘Reduce' recommendation indicates that potential downside is 5% or more. A rating of ‘Suspended' indicates that the rating and target price
have been suspended temporarily to comply with applicable regulations and/or firm policies in certain circumstances including when Nomura is
acting in an advisory capacity in a merger or strategic transaction involving the subject company. Securities and/or companies that are labelled
as 'Not rated' or shown as 'No rating' are not in regular research coverage of the Nomura entity identified in the top banner. Investors should
not expect continuing or additional information from Nomura relating to such securities and/or companies.


http://www.nomuraholdings.com/report/
http://www.nomuranow.com/research
http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx
mailto:grpsupport@nomura.com
http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx

Nomura | Maeda 26 August 2016

SECTORS

A 'Bullish' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a positive
absolute recommendation. A 'Neutral' rating means most stocks in the sector have (or the weighted average recommendation of the stocks
under coverage is) a neutral absolute recommendation. A 'Bearish’' rating means most stocks in the sector have (or the weighted average
recommendation of the stocks under coverage is) a negative absolute recommendation.

Target Price

A Target Price, if discussed, indicates the analyst’s forecast for the share price with a 12-month time horizon, reflecting in part the analyst's
estimates for the company's earnings. The achievement of any target price may be impeded by general market and macroeconomic trends, and
by other risks related to the company or the market, and may not occur if the company's earnings differ from estimates.

Disclaimers

This document contains material that has been prepared by the Nomura entity identified on page 1 and/or with the sole or joint contributions of
one or more Nomura entities whose employees and their respective affiliations are also specified on page 1 or identified elsewhere in the
document. The term "Nomura Group" used herein refers to Nomura Holdings, Inc. or any of its affiliates or subsidiaries and may refer to one or
more Nomura Group companies including: Nomura Securities Co., Ltd. (NSC') Tokyo, Japan; Nomura International plc (‘Nlplc’), UK; Nomura
Securities International, Inc. ('NSI'), New York, US; Nomura International (Hong Kong) Ltd. (‘NIHK’), Hong Kong; Nomura Financial Investment
(Korea) Co., Ltd. (‘NFIK’"), Korea (Information on Nomura analysts registered with the Korea Financial Investment Association (‘'KOFIA") can be
found on the KOFIA Intranet at http://dis.kofia.or.kr); Nomura Singapore Ltd. (‘NSL’), Singapore (Registration number 197201440E, regulated by
the Monetary Authority of Singapore); Nomura Australia Ltd. (‘NAL’), Australia (ABN 48 003 032 513), regulated by the Australian Securities and
Investment Commission (‘ASIC") and holder of an Australian financial services licence number 246412; P.T. Nomura Indonesia (‘PTNI’),
Indonesia; Nomura Securities Malaysia Sdn. Bhd. (‘NSM’), Malaysia; NIHK, Taipei Branch (‘NITB’), Taiwan; Nomura Financial Advisory and
Securities (India) Private Limited (‘NFASL’), Mumbai, India (Registered Address: Ceejay House, Level 11, Plot F, Shivsagar Estate, Dr. Annie
Besant Road, Worli, Mumbai- 400 018, India; Tel: +91 22 4037 4037, Fax: +91 22 4037 4111; CIN No: U74140MH2007PTC169116, SEBI
Registration No. for Stock Broking activities : BSE INB011299030, NSE INB231299034, INF231299034, INE 231299034, MCX: INE261299034;
SEBI Registration No. for Merchant Banking : INM000011419; SEBI Registration No. for Research: INH000001014 and Nlplc, Madrid Branch
(‘Nlplc, Madrid’). ‘CNS Thailand’ next to an analyst’'s name on the front page of a research report indicates that the analyst is employed by
Capital Nomura Securities Public Company Limited (‘CNS’) to provide research assistance services to NSL under a Research Assistance
Agreement. ‘NSFSPL’ next to an employee’s name on the front page of a research report indicates that the individual is employed by Nomura
Structured Finance Services Private Limited to provide assistance to certain Nomura entities under inter-company agreements.

THIS MATERIAL IS: (I) FOR YOUR PRIVATE INFORMATION, AND WE ARE NOT SOLICITING ANY ACTION BASED UPON IT; (Il) NOT TO
BE CONSTRUED AS AN OFFER TO SELL OR A SOLICITATION OF AN OFFER TO BUY ANY SECURITY IN ANY JURISDICTION WHERE
SUCH OFFER OR SOLICITATION WOULD BE ILLEGAL; AND (lll) BASED UPON INFORMATION FROM SOURCES THAT WE CONSIDER
RELIABLE, BUT HAS NOT BEEN INDEPENDENTLY VERIFIED BY NOMURA GROUP.

Nomura Group does not warrant or represent that the document is accurate, complete, reliable, fit for any particular purpose or merchantable
and does not accept liability for any act (or decision not to act) resulting from use of this document and related data. To the maximum extent
permissible all warranties and other assurances by Nomura group are hereby excluded and Nomura Group shall have no liability for the use,
misuse, or distribution of this information.

Opinions or estimates expressed are current opinions as of the original publication date appearing on this material and the information, including
the opinions and estimates contained herein, are subject to change without notice. Nomura Group is under no duty to update this document.
Any comments or statements made herein are those of the author(s) and may differ from views held by other parties within Nomura Group.
Clients should consider whether any advice or recommendation in this report is suitable for their particular circumstances and, if appropriate,
seek professional advice, including tax advice. Nomura Group does not provide tax advice.

Nomura Group, and/or its officers, directors and employees, may, to the extent permitted by applicable law and/or regulation, deal as principal,
agent, or otherwise, or have long or short positions in, or buy or sell, the securities, commodities or instruments, or options or other derivative
instruments based thereon, of issuers or securities mentioned herein. Nomura Group companies may also act as market maker or liquidity
provider (within the meaning of applicable regulations in the UK) in the financial instruments of the issuer. Where the activity of market maker is
carried out in accordance with the definition given to it by specific laws and regulations of the US or other jurisdictions, this will be separately
disclosed within the specific issuer disclosures.

This document may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard & Poor’s.
Reproduction and distribution of third-party content in any form is prohibited except with the prior written permission of the related third-party.
Third-party content providers do not guarantee the accuracy, completeness, timeliness or availability of any information, including ratings, and
are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such
content. Third-party content providers give no express or implied warranties, including, but not limited to, any warranties of merchantability or
fitness for a particular purpose or use. Third-party content providers shall not be liable for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including lost income or profits and
opportunity costs) in connection with any use of their content, including 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 reproduced, re-disseminated or used to create any financial products, including
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 warranties of
originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. 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 for any damages of any kind. MSCI and the MSCI indexes are services marks of MSCI and its affiliates.

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.

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. Nomura Group publishes research product in a number of different ways including the


http://dis.kofia.or.kr/

Nomura | Maeda 26 August 2016

posting of product on 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
performance. Where the information contains an indication of future performance, such forecasts may not be a reliable indicator of future
performance. Moreover, simulations are based on models and simplifying assumptions which may oversimplify and not reflect the future
distribution of returns.

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 and European Economic Area as investment research by Nlplc. 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 by NIHK,
which is regulated by the Hong Kong Securities and Futures Commission, for distribution in Hong Kong by NIHK. 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. NSL accepts legal responsibility for the
content of this document, where it concerns securities, futures and foreign exchange, issued by their foreign affiliates in respect of recipients
who are not accredited, expert or institutional investors as defined by the Securities and Futures Act (Chapter 289). Recipients of this document
in Singapore should contact NSL in respect of matters arising from, or in connection with, this document. 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 'professional clients' (as defined by the Dubai Financial
Services Authority) in the United Arab Emirates (‘UAE’) or a ‘Market Counterparty’ or ‘Business Customers’ (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 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 'professional clients' in the UAE or a ‘Market Counterparty’ or ‘Business Customers’ in Qatar . By
accepting to receive this document, you represent that you are not located in Saudi Arabia or that you are an ‘Authorised Person’, an ‘Exempt
Person’ or an ‘Institution’ in Saudi Arabia or that you are a 'professional client' in the UAE or a ‘Market Counterparty’ or ‘Business Customers’ in
Qatar and agree to comply with these restrictions. Any failure to comply with these restrictions may constitute a violation of the laws of the UAE
or Saudi Arabia or Qatar.

NO PART OF THIS MATERIAL MAY BE (I) COPIED, PHOTOCOPIED, OR DUPLICATED IN ANY FORM, BY ANY MEANS; OR (Il)
REDISTRIBUTED WITHOUT THE PRIOR WRITTEN CONSENT OF A MEMBER OF 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 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.
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and Exchange Act (“Unregistered Ratings”). For details on Unregistered Ratings, please contact the Research Product Management 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 of up to 1.404% on a tax-inclusive basis of the transaction amount
or a commission of ¥2,808 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 (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.
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of up to 1.404% of the transaction amount (or a commission of ¥2,808 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.
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¥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
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the transaction amount and at least ¥300,000 is required. With margin transactions, an amount up to roughly 3.3x the margin 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 1.08% of the transaction amount (or a commission of
¥4,320 if this would be less than ¥4,320). 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
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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 5.4% 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 natification 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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