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1. Introduction 
 

This paper sets out the methodology for the construction and management of the Russell/Nomura Fundamental Index Series, 

which is designed to select and weight Japanese equities by fundamental measures of company size as opposed to market 

capitalization.  The construction methodology is based on the Research Affiliates‟ Fundamental Index
®
 methodology which 

selects and weights companies in an index or portfolio based on non-price, fundamental measures of firm size. The 

Russell/Nomura Fundamental Index Series selects Japanese companies by non-price measures of firm size using the specific 

fundamental variables: Adjusted Sales, Retained Operating Cash Flow, and Dividend plus buybacks (the ”Russell/Nomura 

Fundamental factors”).  The Russell/Nomura Fundamental factor scores are calculated by Nomura at the time of annual 

rebalance in association with Russell Investments and Research Affiliates, LLC. 

 

The following indices are calculated: 

•Russell/Nomura Fundamental Index 

The Russell/Nomura Fundamental Index is designed to select and weight constituents of the Russell/Nomura Total Market 

Index which contains the top 98% of all stocks listed on Japan‟s stock exchanges in terms of adjusted market capitalization.   

•Russell/Nomura Fundamental Prime Index 

The Russell/Nomura Fundamental Prime Index is specially designed for passively managed funds and provides more 

investability for investors to track the fundamental beta taking into account “liquidity screening” and “minimum weight screening”.   

 

Price and Total Return values are calculated for all the Russell/Nomura Fundamental Index Series on an end of day basis.  

Price and Total Return Index values in US dollar terms are also calculated on an end of day basis. 

 

Unless specifically detailed in this document, all areas of the methodology regarding the management of the Russell/Nomura 

Fundamental Index Series is related to the Russell/Nomura Japan Equity Index‟s Rules. This rulebook should therefore be read 

in conjunction with the “Russell/Nomura Japan Equity Indexes Rulebook”, which can be downloaded on 

 http://qr.nomuraholdings.com/en/frcnri/index.html. 

 

 

  



Nomura  |   Russell/Nomura Fundamental Index Series  April 13, 2012 

 

    
                                                         

4 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

About Russell Investments  

Russell Investments (Russell) is a global asset manager and one of only a few firms that offers actively managed, multi-asset portfolios and 
services that include advice, investments and implementation. Working with institutional investors, financial advisors and individuals, Russell‟s 
core capabilities extend across capital markets insights, manager research, Indexes, portfolio implementation and portfolio construction. 
 
Russell has approximately $155 billion in assets under management (as of 3/31/2012) and works with 2,400 institutional clients, more than 580 
independent distribution partners and advisors, and individual investors globally. As a consultant to some of the largest pools of capital in the 
world, Russell has $2.4 trillion in assets under advisement (as of 12/31/11). It has four decades of experience researching and selecting 
investment managers and meets annually with more than 2,200 managers around the world. Russell traded more than $1.5 trillion in 2011 
through its implementation services business. Russell calculates more than 80,000 benchmarks daily covering 98 percent of the investable 
market globally, 85 countries and more than 10,000 securities. Approximately $3.9 trillion in assets are benchmarked to the Russell Indexes. 
 
Headquartered in Seattle, Washington, USA, Russell has offices around the world including Amsterdam, Auckland, Beijing, Chicago, Dubai, 
Frankfurt, London, Melbourne, Milan, New York, Paris, San Francisco, Seoul, Singapore, Sydney, Tokyo and Toronto. For more information 
about how Russell helps to improve financial security for people, visit www.russell.com or follow us @Russell_News. 

 

About Research Affiliates, LLC 

[Research Affiliates, a global leader in innovative investing and asset allocation strategies, operates worldwide from its base in Newport Beach, 
California, USA.  Dedicated to solving complex investment issues, the firm creates innovative strategies that respond to the current needs of the 
market.  Leveraging its strong research focus, Research Affiliates distributes products in partnership with some of the world's leading financial 
institutions. These affiliations take the form of licensing agreements, sub-advisory services, and direct asset management. Approximately $98 
billion in assets are managed worldwide using investment strategies developed by Research Affiliates, as of February 29, 2012. 

 

About Russell/Nomura Japan Equity Indexes 

Russell/Nomura Japan Equity Indexes are protected by certain intellectual property rights of Nomura Securities Co., Ltd. and  

Russell Investments. Nomura Securities Co., Ltd. and Russell Investments do not guarantee accuracy, completeness, reliability, or usefulness 
thereof and do not account for business activities and services that any index user and its affiliates undertake with the use of the Indexes. 
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2. Constructing the Russell/Nomura Fundamental Index 
 

2.1 Eligible Securities for the Russell/Nomura Fundamental Index 

The Russell/Nomura Fundamental Index starts with the members of the Russell/Nomura Total Market Index which contains the 

top 98% of all stocks listed on Japan‟s stock exchanges in terms of adjusted market capitalization.
1
    

Using audited and publicly available accounting data, Fundamental factor scores are calculated for each Russell/Nomura 

Fundamental factor at the individual constituent level.
2
  An aggregate Fundamental factor score is calculated for each company 

by equal weighting the scores for each of the Russell/Nomura Fundamental factors (see 2.2). 

 

2.2 Russell/Nomura Fundamental Factors  

Russell/Nomura Fundamental factors are calculated using the average Factors generated by each constituent over the last few 

years. In the event of a constituent having missing data resulting in incomplete five-year history for any factor, remaining 

available data is used for the calculations. In terms of priority given to consolidated or parent accounts, first priority is given to 

the latest Japanese GAAP consolidated accounts, then to the latest US GAAP consolidated accounts, and lastly to the latest 

parent data. In cases where Russell/Nomura Fundamental factor is minus, zero is assumed in the calculation. 

 

•   Adjusted Sales 

Determines the sales applicable to common shareholders adjusted for financial leverage. This adjustment downs weights 

companies with a heavy leverage structure. This approach offers less distress risk and less volatility during short periods. The 

sales component is calculated using the average over the past five years. The adjustment factor is defined as the average total 

common equity divided by the average total assets. The average in this case is the average balances of the last 2 periods as 

reported in the company‟s most recent financial statements. Adjusted sales is then calculated by multiplying the sales 

component by the adjustment factor.  

 

•   Retained Operating Cash Flow 

Determines the amount of cash available to be distributed to shareholders after subtracting the cash to payout dividends and 

buyback stocks. Constituent level retained operating cash flow is calculated using the average operating cash flow from 

operations generated less dividends and buybacks over the past five years. If and only if operating cash flow data is not 

available, the following data is to be substituted: net income + depreciation – (dividend paid + buybacks). In cases where 

dividends and buybacks are missing in each year, zero is assumed in the calculation. 

 

•   Dividends plus Buybacks 

Determines the effective total amount of capital distributed to shareholders. Constituent level dividends plus buybacks is 

calculated using the average dividends paid and share buybacks over the past five years. In cases where dividends and 

buybacks are missing in each year, zero is assumed in the calculation. 

 

2.3 Aggregate Russell/Nomura Fundamental Factor Score 

Each company is scored by each Russell/Nomura Fundamental factor.  Then, each of the three Russell/Nomura Fundamental 

factor scores is equally weighted to determine the aggregate Russell/Nomura Fundamental factor score for each individual 

company. Companies, whose aggregate Russell/Nomura Fundamental factor score is equal to zero, are excluded from the 

series. 

                                                           
1
 See page 20-21 of the Russell/Nomura Rulebook. 

2
 Fundamental scores for the Russell/Nomura Fundamental Index Series are calculated based on the latest financial data (of companies whose 

settlement of accounts arrives before the last business day of June proceeding the regular reconfiguration date, i.e., the first business day of 
December) which is available by the base date of the annual reconfiguration (mid October). See also 6.1.   
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Companies will be considered ineligible at the annual rebalance if their fundamental data is not yet available and / or the 

fundamental data cannot be derived from pre-existing companies (e.g., companies such as recent listings that do not report the 

necessary fundamental data).   

 

2.4 Russell/Nomura Fundamental Weight 

Constituents are then ranked in descending order by aggregate Russell/Nomura Fundamental factor score.  The securities are 

ranked in order of decreasing company score and each company receives a weight as a percentage of the sum of the weights 

of the individual securities.   

The weight for each security is multiplied by its float factor
3
 and the result is the float adjusted Fundamental weight for the 

security.  The weight is then normalized such that the weights then sum to 1, to obtain the Russell/Nomura Fundamental weight. 

 

2.5 The Russell/Nomura Fundamental Index 

The regular reconfiguration of the Russell/Nomura Fundamental Index is based on that of the Russell/Nomura Japan Equity 

Indexes. To calculate the number of shares for each constituent of the Russell/Nomura Fundamental Index, the Russell/Nomura 

Fundamental weight of each constituent is multiplied by the market capitalization of the Russell/Nomura Total Market Index and 

divided by each constituent‟s composite price as at the close of the 15th day (or the preceding trading day if this falls on a non-

trading day) of the month prior to the month preceding the regular reconfiguration of the Russell/Nomura Japan Equity Indexes.
4
    

 

 

  

                                                           
3
 Float factor is defined as 1 minus stable share holding ratio.  See the section 8 of the Russell/Nomura Rulebook. 

4
 This rule is effective as of the December 2007 regular reconfiguration. Until then, each constituent‟s composite price as at the close of the end 

(or the preceding trading day if this falls on a non-trading day) of the month prior to the month preceding the regular reconfiguration of the 
Russell/Nomura Japan Equity Indexes is used. 
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3. Constructing the Russell/Nomura Fundamental Prime 
Index 

 

3.1 Eligible Securities for the Russell/Nomura Fundamental Prime Index 

The Russell/Nomura Fundamental Prime Index starts with the members of the Russell/Nomura Fundamental Index (See 2). 

 

3.2 Liquidity Screening 

This rule is meant to restrict the inclusion of stocks with exceptionally low liquidity.  Stocks ranked 2,001st or lower in terms of 

average monthly trading value in the year to the base date for the regular reconfiguration are excluded.  The ranking is based 

on the sample of stocks eligible for inclusion in the event of a regular reconfiguration of the Russell/Nomura Japan Equity 

Indexes.   

 

3.3 Minimum Weight Screening 

Any constituents whose weight is less than 2 basis points after 3.2 are removed. This prevents securities with very small 

Fundamental weights from entering the index.  The weight is then normalized such that the weights sum to 1 (describing this 

weight as “Prime weight”).   

 

3.4 The Russell/Nomura Fundamental Prime Index 

Before calculating the number of shares for each constituent of the Russell/Nomura Fundamental Prime Index, the excluded 

portion through the process of liquidity screening (3.2) and minimum weight screening (3.3) are subtracted from the market 

capitalization of the Russell/Nomura Fundamental Index, to obtain the market capitalization of the Russell/Nomura Fundamental 

Prime index.   

To calculate the number of shares for each constituent of the Russell/Nomura Fundamental Prime Index, the Prime Weight (3.3) 

of each constituent is multiplied by the market capitalization of the Russell/Nomura Fundamental Prime Index and divided by 

each constituent‟s composite price as at the close of the 15th day (or the preceding trading day if this falls on a non-trading day) 

of the month prior to the month preceding the regular reconfiguration of the Russell/Nomura Japan Equity Indexes
5
.   

 

 

 

 

 

  

                                                           
5 
This rule is effective as of the December 2007 regular reconfiguration. Until then, each constituent‟s composite price as at the close of the end 

(or the preceding trading day if this falls on a non-trading day) of the month prior to the month preceding the regular reconfiguration of the 
Russell/Nomura Japan Equity Indexes is used. 
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*Aggregate Factor Score：

weight：100%
Float Factor 

(%)

Fundamental  Factor1：
Adjusted Sales

Factor Score1 ：33.3%

Fundamental  Factor2：
Adjusted Operating Cash Flow

Factor Score2 ：33.3%

Fundamental  Factor3：
Adjusted Dividend

Factor Score3 ：33.3%

R/N Total Market

R/N Fundamental Weight  ：100%

[Minimum Weight Screening]

R/N Fundamental Prime Weight  ：100%

[Liquidity Screening] 
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4. Maintaining the Russell/Nomura Fundamental Index 
Series 

 

4.1 Index Maintenance  

Nomura is responsible for the calculation of the Russell/Nomura Fundamental Index Series, including the calculation of the 

Russell/Nomura Fundamental factor scores at the time of annual rebalance.  Nomura will maintain records of the weightings of 

all constituents and will make changes to the constituents and their weightings in accordance with this methodology. Nomura 

will implement constituent changes resulting from the regular reconfiguration, or as otherwise required by this methodology. 

 

4.2 Corporate Action-driven Changes 

The Russell/Nomura Fundamental Index Series is proactively maintained and reflects daily changes as a result of corporate 

actions. The indexes follow the same rules for corporate actions as the Russell/Nomura Total Market Index (hereinafter, the 

parent index), with exceptions noted below. Complete details of the corporate action treatment for the Russell/Nomura Total 

Market Index can be found in the Russell/Nomura Japan Equity Index Rulebook.  

 

4.3 Corporate Action Adjustments 

The followings are to be reflected to the indexes so as not to change the Russell/Nomura Fundamental weight and the Prime 

weight (hereinafter collectively, the Fundamental weights) on the day in which the number of shares is adjusted owing to;  

A) a new share issuance via a third-party placement (five days after the day in which a stock is moved to a new 

exchange) 

B) a share buyback, the Fundamental weights will be adjusted on the day the share adjustment occurs.  

C) Conversion of preferred shares, merger with or acquisition by an unlisted company, tender offer by an unlisted 

company, etc.  The Fundamental weights are adjusted if a transfer of capital in such forms as the conversion of 

preferred shares, a merger with or acquisition by an unlisted company, or a tender offer by an unlisted company 

causes dramatic change in stable shareholdings.  

D) Stock swaps, mergers.  The Fundamental weights of the wholly owning parent or the merging company are 

changed based on the merger or exchange ratio. 

E) Rights offering, public offering, and rights offering refusal.   

F) Corporate divestiture (company/division spinoff).   

G) Month-end share adjustments: Month-end changes to shares outstanding within the Parent index will not be 

reflected in the Russell/Nomura Fundamental Index Series.   

 

4.4 Unscheduled reconfigurations 

When a newly listed stock is added to the underlying parent index universe, the constituent will be considered for inclusion at 

the next regular reconfiguration, while deletions from the Russell/Nomura Fundamental Index Series are removed at the same 

time of the parent index. 
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5. Calculation of index values 
 

5.1 Calculation of index values 

Indexes must be protected from changes in share price and market capitalization not influenced by market fluctuations. This is 

done by adjusting each index‟s base market capitalization as follows: 

 

5.1.1. Index excluding dividends 

Base market cap  𝑡 =  market cap 𝑡 − 1 + adj market cap (𝑡) 

Return 𝑡 =
market cap(𝑡)

base market cap(𝑡)
− 1 

Index 𝑡 = index 𝑡 − 1  x  1 + return(𝑡)   

5.1.2. Index including dividends 

 

Base market cap  𝑡 =  market cap 𝑡 − 1 + adj market cap 𝑡 − adj total dividends(𝑡) 

Return 𝑡 =
market cap 𝑡 +  total dividends(𝑡)

base market cap(𝑡)
− 1 

Index 𝑡 = index 𝑡 − 1  x  1 + return(𝑡)  

 

5.1.3 Calculating dividends per share 

For those indexes including dividends, dividend data are reflected on an ex rights basis. However, on the date of issue, the 

amount of the dividend is not yet definite. Russell/Nomura Fundamental Index Series therefore reflect dividends in the following 

manner.
6
  

First, stock issuer‟s forecast dividend data (if unavailable, Toyo Keizai‟s forecast dividend data) are used on the ex rights date. 

In the event of a difference between the dividend forecast and the actual dividend, the base market capitalization is readjusted 

on the last trading day of the month of the earnings announcement, except that announcements made on the last day of the 

month are reflected at the end of the following month. 

 

5.1.4 Adjusting the base market capitalization 

Base market capitalization is adjusted in the following cases: 

•When changes in capital structure for stocks that are constituents of the index cause an increase or decrease in market 

capitalization not due to market changes 

•When changes in the composition of the index cause market capitalization to increase or decrease 

No adjustment to base market capitalization is made for capital changes not requiring payment, including free capital increases, 

stock splits, stock dividends, par-value changes, and capital reductions, as these do not affect market capitalization. 

 

  

                                                           
6
 This rule‟s effect is starting with end-December 2011 fiscal year. Until then, stock issuer‟s actual dividend data are used on the ex rights date. 
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Adjusting the base market capitalization 

Fig. 1:  Timing of changes to the index as a result of changes to the capital structure of constituent issues 

 

  Changes in equity capital Date index changes Share price used 

Rights offering Ex rights date Issue price 

Public offering 
Business day following payment date 

(listing date of new shares when settlement is on the issuance date) 
Previous day's price 

Private placement Five business days after the placement date Previous day's price 

Conversion of CB 

Last business day of the month in which the conversion ratio becomes known Previous day's price Conversion of preferred stock 

into common stock 

Exercise of bond with warrant 
Last business day of the month in which the number of shares per warrant becomes known Previous day's price 

Exercise of stock option 

Merger Swap date Previous day's price 

Retirement of shares Last business day of the following month in which the shares are retired Previous day's price 

Rights offering refusal 

Last business day of the month in which the rights offering refusal is announced (on the last 

business day of the following month when the announcement is within five business days of the 

month-end) 

Previous day's price 

Capital reduction with compensation Date effective Previous day's price 

Stock swap Swap date Previous day's price 

Corporate divestiture (continuing 

company, new stock) 
Swap date Previous day's price 

Corporate divestiture (company/division  

spinoff* 
Ex rights date Not used 

Replacement  Replacement date Previous day's price 

Other adjustments 

Other adjustments to the base market capitalization required are made on the last business day of 

the month in which the announcement of the relevant report (on the last business day of the 

following month when the announcement is within five business days of the month-end). 

Previous day's price 

 

Note: *With a corporate divestiture (company/division spinoff), the base market capitalization is adjusted for the reduction in capital as follows: (1) when the company does not 
announce the value of the divested division or of the shares of the divested company, capital is reduced by the amount by which shareholders' equity is expected to be reduced, 
(2) when the company does announce the value of the divested division or of the shares of the divested company, capital is reduced by the value of the division or the value of 
the divested company‟s shares times the total number of shares. 

Source: Nomura 

図表  1 

Fig.  1 

 

5.2 Calculation of US dollar-denominated index values 

The US dollar-denominated indexes are calculated based on the JPY-denominated indexes and the exchange rate, using the 

following formula. Indexes including and excluding dividends are calculated. 

  

US dollar-denominated index value = 
JPY-denominated index value  x exchange rate on base date for each index 

exchange rate 

Calculations use the mid-rate announced by the Bank of Japan (at 5pm) 

 

5.3 Calculation period and base values for indexes 

The base period for Russell/Nomura Fundamental Indexes is end-December 2000(=100). 
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6. Regular Reconfiguration 
 

6.1 Regular Reconfiguration 

The parent index for the Russell/Nomura Fundamental Index Series is the Russell/Nomura Total Market Index, which is 

reconstituted each year in December.  In order to determine the security-level Fundamental weights, the indexes are 

reconfigured once a year on the first business day in December.  Details for the annual reconfiguration of the parent index, ie, 

the Russell/Nomura Total Market Index can be found in the Russell/Nomura Japan Equity Index Rulebook.   

 

6.2 Announcement 

As a rule, index changes are announced on the website of Nomura Securities at 4pm (Tokyo time) on the 7th trading day of the 

month prior to the month in which the regular reconfiguration takes place, except but not limited to cases of unforeseen 

circumstances or when information cannot be confirmed. 

Website: http://qr.nomuraholdings.com/en/rnf/index.html  

 

Unscheduled index changes are announced on Nomura Securities‟ website about two weeks prior to the unscheduled 

reconfiguration, except but not limited to cases of unforeseen circumstances or when information cannot be confirmed. 

Website: http://qr.nomuraholdings.com/en/rnf/index.html 
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7. Data publication services 
 

 Data for the Russell/Nomura Fundamental Indexes can be obtained via the following channels. 

 

* Our website (http://qr.nomuraholdings.com/en/rnf/index.html) 

 

 Daily index values for the Russell/Nomura Fundamental Prime Index are published in the following media: 

 

* Bloomberg (RNJI <go>) 

  * QUICK (NRIJ600, SRNFPI/NRIJ) 

* Our website (http://qr.nomuraholdings.com/en/rnf/index.html) 

 

 

http://qr.nomuraholdings.com/en/rnf/index.html
http://qr.nomuraholdings.com/en/rnf/index.html
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Any Authors named on this report are Research Analysts unless otherwise indicated 

Disclaimers 

This document contains material that has been prepared by the Nomura entity identified at the top or bottom of page 1 herein, if any, and/or, 

with the sole or joint contributions of one or more Nomura entities whose employees and their respective affiliations are specified on page 1 

herein or identified elsewhere in the document. Affiliates and subsidiaries of Nomura Holdings, Inc. (collectively, the 'Nomura Group'), include: 

Nomura Securities Co., Ltd. ('NSC') Tokyo, Japan; Nomura International plc ('NIplc'), 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); Capital Nomura Securities Public Company Limited („CNS‟), Thailand; 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; Nomura International (Hong 

Kong) Ltd., 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; SEBI Registration No: BSE INB011299030, NSE INB231299034, INF231299034, INE 231299034, MCX: 

INE261299034); NIplc, Dubai Branch („NIplc, Dubai‟); NIplc, Madrid Branch („NIplc, Madrid‟) and NIplc, Italian Branch („NIplc, Italy‟). 

THIS MATERIAL IS: (I) FOR YOUR PRIVATE INFORMATION, AND WE ARE NOT SOLICITING ANY ACTION BASED UPON IT; (II) 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 (III) 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 (as defined within Financial Services Authority („FSA‟) rules 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 
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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. 

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, quantitative analysis and short term trading ideas; 

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 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.  

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 NIplc, which is authorized 

and regulated by the FSA and is a member of the London Stock Exchange. It does not constitute a personal recommendation, as defined by the 

FSA, or take into account the particular investment objectives, financial situations, or needs of individual investors. It is intended only for 

investors who are 'eligible counterparties' or 'professional clients' as defined by the FSA, and may not, therefore, be redistributed to retail clients 

as defined by the FSA. 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 
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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. 

This document has not been approved for distribution in the Kingdom of Saudi Arabia („Saudi Arabia‟) or to clients other than 'professional 

clients' in the United Arab Emirates („UAE‟) by Nomura Saudi Arabia, NIplc 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 to any person located in Saudi Arabia or to clients other than 'professional clients' in the UAE. By 

accepting to receive this document, you represent that you are not located in Saudi Arabia or that you are a 'professional client' in the UAE and 

agree to comply with these restrictions. Any failure to comply with these restrictions may constitute a violation of the laws of Saudi Arabia or the 

UAE. 

NO PART OF THIS MATERIAL MAY BE (I) COPIED, PHOTOCOPIED, OR DUPLICATED IN ANY FORM, BY ANY MEANS; OR (II) 

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. 

  

Disclaimers required in Japan 

 

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 1.365% (tax included) of the transaction amount or a 

commission of ¥2,730 (tax included) for transactions of ¥200,000 or less, while transactions involving investment trusts are subject to various 

fees, such as sales commissions and trust fees, specific to each investment trust). In addition, all products carry the risk of losses owing to price 

fluctuations or other factors. Fees and risks vary by product. Please thoroughly read the written materials provided, such as documents 

delivered before making a contract, listed securities documents, or prospectuses. 

  

Transactions involving Japanese equities (including Japanese REITs and Japanese ETFs) are subject to a sales commission of up to 1.365% 

(tax included) of the transaction amount (or a commission of ¥2,730 (tax included) for transactions of ¥200,000 or less). When Japanese 

equities are purchased via OTC transactions (including offerings), only the purchase price shall be paid, with no sales commission charged. 

However, Nomura Securities may charge a separate fee for OTC transactions, as agreed with the customer. Japanese equities carry the risk of 

losses owing to price fluctuations. Japanese REITs carry the risk of losses owing to fluctuations in price and/or earnings of underlying real 

estate. Japanese ETFs carry the risk of losses owing to fluctuations in the underlying equity indexes or other benchmarks. 

 

Transactions involving foreign equities are subject to a domestic sales commission of up to 0.9975% (tax included) of the transaction amount 

(which equals the local transaction amount plus local fees and taxes in the case of a purchase or the local transaction amount minus local fees 

and taxes in the case of a sale) (for transaction amounts of ¥750,000 and below, maximum domestic sales commission is ¥7,455 tax included). 

Local fees and taxes in foreign financial instruments markets vary by country/territory. When foreign equities are purchased via OTC 

transactions (including offerings), only the purchase price shall be paid, with no sales commission charged. However, Nomura Securities may 
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charge a separate fee for OTC transactions, as agreed with the customer. Foreign equities carry the risk of losses owing to factors such as price 

fluctuations and foreign exchange rate fluctuations. 

 

Margin transactions are subject to a sales commission of up to 1.365% (tax included) of the transaction amount (or a commission of ¥2,730 (tax 

included) for transactions of ¥200,000 or less), as well as management fees and rights handling fees. In addition, long margin transactions are 

subject to interest on the purchase amount, while short margin transactions are subject to fees for the lending of the shares borrowed. A margin 

equal to at least 30% of the transaction amount 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 1.05% (tax included) of the transaction amount (or a 

commission of ¥4,200 (tax included) if this would be less than ¥4,200). When convertible bonds are purchased via OTC transactions (including 

offerings), only the purchase price shall be paid, with no sales commission charged. However, Nomura Securities may charge a separate fee for 

OTC transactions, as agreed with the customer. Convertible bonds carry the risk of losses owing to factors such as interest rate fluctuations and 

price fluctuations in the underlying stock. In addition, convertible bonds denominated in foreign currencies also carry the risk of losses owing to 

factors such as foreign exchange rate fluctuations. 

 

When bonds are purchased via public offerings, secondary distributions, or other OTC transactions with Nomura Securities, only the purchase 

price shall be paid, with no sales commission charged. Bonds carry the risk of losses, as prices fluctuate in line with changes in market interest 

rates. 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. When JGBs for individual investors are sold before maturity, an amount calculated via the following formula will 

be subtracted from the par value of the bond plus accrued interest: (1) for 10-year variable rate bonds, an amount equal to the two preceding 

coupon payments (before tax) x 0.8 will be used through 9 January 2013, and an amount equal to the two preceding coupon payments (before 

tax) x 0.79685 will be used starting on 10 January 2013, (2) for 5-year fixed rate bonds, an amount equal to the four preceding coupon 

payments (before tax) x 0.8 will be used through 14 April 2012, from 15 April 2012 to 9 January 2013 an amount equal to the two preceding 

coupon payments (before tax) x 0.8 will be used, and starting on 10 January 2013 an amount equal to the two preceding coupon payments 

(before tax) x 0.79685 will be used, (3) for 3-year fixed rate bonds, an amount equal to the two preceding coupon payments (before tax) x 0.8 

will be used through 9 January 2013, and an amount equal to the two preceding coupon payments (before tax) x 0.79685 will be used starting 

on 10 January 2013. 

 

Purchases of investment trusts (and sales of some investment trusts) are subject to a fee of up to 5.25% (tax included) of the transaction 

amount. Also, a direct cost that may be incurred when selling investment trusts is a fee of up to 2.0% of the unit price at the time of redemption. 

Indirect costs that may be incurred during the course of holding investment trusts include, for domestic investment trusts, a trust fee of up to 

5.25% (tax included, annualized basis) of the net assets in trust, as well as fees based on investment performance. Other indirect costs may 

also be incurred. For foreign investment trusts, indirect fees may be incurred during the course of holding such as investment company 

compensation. 
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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. 

 

An annual account maintenance fee of up to ¥1,575 (tax included) is charged for any account held with Nomura Securities containing equities or 

investment securities. An additional annual account maintenance fee of up to ¥3,150 (tax included) is charged for any account containing 

foreign securities. No account fee will be charged for other 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 ¥10,500 (tax included) per issue transferred 

depending on volume.  

  

Nomura Securities Co., Ltd. 

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

Member associations: Japan Securities Dealers Association; Japan Securities Investment Advisers Association; The Financial Futures 

Association of Japan; and Type II Financial Instruments Firms Association. 

  

Nomura Group manages conflicts with respect to the production of research through its compliance policies and procedures (including, but not 

limited to, Conflicts of Interest, Chinese Wall and Confidentiality policies) as well as through the maintenance of Chinese walls and employee 

training. 

  

Additional information is available upon request and disclosure information is available at the Nomura Disclosure web page: 

http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx 
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