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Erratum: First paragraph (Action), changed to “release of a bullish USDA crop forecast 
and bullish stock-to-consumption data” from “recent of bullish USDA crop forecast and 

stock-to-consumption data”. We apologise for any inconvenience caused. 
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 Action  
 Soft commodity prices continue to rally following the release of a bullish USDA crop 

forecast and bullish stock-to-consumption data. Supply forecasts for corn left 
inventory at precariously low levels. Further, the extreme temperatures caused by 
La Niña are playing havoc with planting data in the Americas. Ethanol prices also 
continue to climb while most soft commodity futures markets have moved into 
backwardation, indicating short-term tightness. 

 Anchor themes 
 While speculative positions have grown in a number of agriculture futures markets, 
spot prices for many physical non-traded farm products have risen, indicating firm 
demand. To data, weather disruptions have not disrupted US or Asia rice prices. 

 Asia is experiencing a perfect storm of rising food prices affecting CPI and leaving 
little policy options, while firming coal prices look set to accelerate PPI. 

 
 

Asia’s soft commodity crunch (XXIII)  
(Erratum) 

 An inconvenient truth 
“The current strong La Niña is causing unusually cold stormy weather in the Northern 
Hemisphere and problems with crop production in the Southern Hemisphere. Expect 
more problems with extreme weather, especially in January. Some experts claim that 
the phenomenon has peaked, but if others who predict a new peak in March are right, 
the problems with crops, storms and global transportation will last for the next three 
months” – Browning Newsletter, January 2011 

Last week's USDA report was illuminating in highlighting the ongoing tightness in 
supply. Dramatically, the USDA cut US corn supply estimates for the year to 31 
August for the fourth time since 2010 due to weather disruptions, with inventories 
already at 15-year lows. Meanwhile for China, US soybean supply forecasts have 
left projected inventories at precariously low levels. World wheat supplies, on the 
other hand, are ample, but the markets continue to worry about inventories of high-
quality wheat suitable for milling flour. Fortunately, there appears to be little 
concern over rice. The same is not true for cotton, where the divergence between 
planting intentions and supply remains wide. 

Despite the tightness in supply, investors remain nervous about the degree of 
speculative interest and concerns abound that prices will be subject to a sharp 
blow-off. First, La Niña continues to disrupt weather patterns and hamper planting. 
Second, there appears to be consistent follow-through price moves as higher corn 
prices lead to higher feed prices, while climbing oil prices are also experiencing a 
sympathetic appreciation. Last, agriculture equities appear to be moving in tandem 
with their underlying products, suggesting some degree of rational pricing. 

Short term, we believe the major concern for equity investors lies in two problems 
stemming from higher prices. First, governments are increasingly resorting to 
intervention in the form of price controls or anti-speculation measures. Second, 
companies flush with profits are finding it easier to invest in projects such as 
property where payback periods are shorter and less volatile than agriculture. 
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Market calls 
We remain bullish on soft commodity 
prices. We re-initiated a basket of 
agriculture equities on 23 November, 
2009. We have removed Wilmar and 
added Mewah International. The latter is 
the sixth-largest palm oil refiner in the 
world (the second-largest in Malaysia 
after Wilmar), with integrated 
downstream operations. With majority 
market share in West Africa, Mewah 
International is a strong consumer pack 
oil franchise. 
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Soft commodities basket 
 

Company Ticker Nomura 
rating

Price 

China Green  904 HK BUY 8.5 

United Phosphorus UNTP IN BUY 153.2 

Noble Group  NOBL SP BUY  2.3 

JSR Corp  4185 JP BUY 1,716.0 

Sri Trang Agro STA TB NEUTRAL 39.0 

Khon Kaen Sugar  KSL TB BUY 14.0 

China Yurun Food  1068 HK BUY 27.2 

China Agri-
Industries 

606 HK BUY 8.7 

Ruchi Soya RSI IN BUY 105.8 

Formosa Chem & 
Fibre 

1326 TT BUY  97.2 

Mewah (new) MII SP BUY 1.2 

Note: As of 14 January, 2011.  Prices in local currency 

Source: Bloomberg, Nomura  
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Drilling down 

 

Exhibit 1. US Drought Monitor (30 December, 2010) 

 
Source: http://drought.unl.edu/DM/MONITOR.html, Browning, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 2. Number of times the word "food riots" appears in the press 
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Source: Factiva, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 3. Number of times the word "protest" appears in the press vs 
Economist Food Index 
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Source: Factiva, Datastream, Nomura International (HK) Ltd – Investment Strategy 

The US is experiencing a harsh 
winter in the north and a drought 
in the south. This is almost a 
repeat of the 2007-08 La Niña 

Increasing frequency of food 
riots… 

… as food prices rise 
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Exhibit 4. Selected commodities: year-end future – near-month future 
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Note: year-end future as of December 2011, except for rice, soybean and oranges (as of November 2011), sugar (as 
of October 2011) and rubber (as of June 2011) 

Source: Bloomberg, CEIC, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 5. China agricultural product price: retail, sugar, white granulated 
sugar 
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Source: Bloomberg, CEIC, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 6. China agricultural product price: retail, egg species, egg 
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Source: Bloomberg, CEIC, Nomura International (HK) Ltd – Investment Strategy 

 

 

 

 

Product prices are rising… 

… for a whole series… 

Half of the soft commodities 
traded on futures markets have 
gone into a backwardation, a sign 
of increasing tightness 
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Exhibit 7. China agricultural product price: wholesale, meat, fresh pork 
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Source: Bloomberg, CEIC, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 8. New Zealand: export price indices for top-10 commodities with 
highest price rise (% y-y) 

Commodity (% y-y) (% q-q)

Butter 101% 4%

Skimmed and buttermilk powder 55% 9%

Milk powder 52% 9%

Cheese 36% 0%

Casein 34% 5%

Hides, skins and furskins - raw 33% 9%

Leather and tanned/dressed furskins 29% -5%

Wood pulp 21% -3%

Wool 15% 2%

Iron and steel 15% -2% 
Source: Bloomberg, CEIC, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 9. Bloomberg World Food Producers Index and CRB Food Index 
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Source: Bloomberg, Nomura International (HK) Ltd – Investment Strategy 

 

 

 

 

 

 

 

… of foods 

New Zealand’s terms of trade are 
the best in history. The current 
export environment is without 
precedent 

The underlying equities have 
recently slipped in their 
performance against their 
products 
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Exhibit 10. FTSE AP ex JP Food Producers Index and Economist Food Index
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Source: Datastream, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 11. Correlation: Bloomberg World Food Index vs CRB Food Index 
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Note: Correlation over six months of weekly returns 

Source: Datastream, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 12. Global inventory coverage (days): soybean 
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Source: USDA, Nomura International (HK) Ltd – Investment Strategy 

 

 

 

 

 

However, it is still much better 
than the 2007-08 rally 

We have used a 25-week 
correlation between food prices 
and equity markets 

Recent USDA reports conclude 
that the stock-to-consumption 
ratio… 
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Exhibit 13. Global inventory coverage (days): corn 
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Source: USDA, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 14. Global inventory coverage (days): wheat 
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Source: USDA, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 15. Global inventory coverage (days): cotton 
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Source: USDA, Nomura International (HK) Ltd – Investment Strategy 

 

 

 

 

 

… for the majority of crops under 
their coverage… 

… is still falling…
 

… with the collapse…
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Exhibit 16. US cotton ending stocks (1000 480 lb bales) 
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Source: USDA, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 17. China: cotton cloth production (% y-y) 
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Source: CEIC, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 18. World: area under cotton harvesting (1,000 HA) 
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Source: Bloomberg, CEIC, Nomura International (HK) Ltd – Investment Strategy 

 

 

 

 

 

…in cotton stocks being the most 
prominent 

Paradoxically, demand for cotton 
products continues to grow 

A close eye needs to be kept on 
the amount of acreage… 
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Exhibit 19. US: area under cotton harvesting (1,000 HA) 
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Source: Bloomberg, CEIC, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 20. US imports from China: textiles and articles thereof (% y-y) 
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Source: CEIC, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 21. EU imports from China: textiles and articles thereof (% y-y) 
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Source: CEIC, Nomura International (HK) Ltd – Investment Strategy 

 

 

 

 

 

The US and… 

…the EU are likely to experience 
some mild upswing in inflation… 

… under coverage
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Exhibit 22. Pakistan: trade in cotton and products (US$mn) 

0

100

200

300

400

500

600

700
S

ep
-9

9

S
ep

-0
0

S
ep

-0
1

S
ep

-0
2

S
ep

-0
3

S
ep

-0
4

S
ep

-0
5

S
ep

-0
6

S
ep

-0
7

S
ep

-0
8

S
ep

-0
9

S
ep

-1
0

Imports of Raw  Cotton

Exports of cotton and cotton textile products

 
Source: CEIC, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 23. Global cotton production: top 5 
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Source: USDA, Nomura International (HK) Ltd – Investment Strategy  

 Exhibit 24. Global cotton exports: top 5 
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Source: USDA, Nomura International (HK) Ltd – Investment Strategy  

 

Exhibit 25. US: ethanol average rack prices (US$/bbl) 
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Source: Bloomberg, CEIC, Nomura International (HK) Ltd – Investment Strategy 

 

 

 

 

 

… as higher prices caused by the 
floods in Pakistan are passed on 

Almost unseen has been the 
sharp rally in ethanol. Higher corn 
prices are pushing through into 
higher ethanol just… 
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Exhibit 26. US: crude oil vs ethanol vs gasoline (US$/ bbl) 
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Note: WTI Cushing crude, ethanol average rack prices, daily national average gasoline prices (regular, uUnleaded) 

Source: Bloomberg, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 27. Rice futures: US and Thailand 
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Source: Bloomberg, CEIC, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 28. China: standard rice retail price (US$/tonne) 
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Source: Bloomberg, CEIC, Nomura International (HK) Ltd – Investment Strategy 

 

 

 

 

 

… as oil prices touch US$100/bbl

To date Asia has been spared the 
harsh pain of extreme food prices 
since rice has not moved up 

However, in China, food prices 
have nearly doubled over the past 
five years 
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Exhibit 29. Soft commodities basket: price performance 

   Absolute change in US$ (%) 

Name Ticker Inception 1D 1W 1M 3M 6M 1Y YTD

China Green  904 HK 23-Nov-09  (2.8) 10.2 20.0 9.3 9.8  (18.1) 12.7 

United Phosphorus  UNTP IN 23-Nov-09  (4.4)  (4.0)  (7.2)  (21.4)  (9.2)  (8.2)  (12.2)

Noble Group  NOBL SP 23-Nov-09  (0.2) 2.8 12.6 17.2 47.3 17.4 7.5 

JSR corp  4185 JP 30-Apr-10  (0.4) 4.1 16.5 21.9 14.8  (1.3) 11.5 

Sri Trang Agro STA TB 15-Jun-10  (3.6)  (1.1) 4.1 35.1 95.0 637.6 4.3 

Khon Kaen Sugar  KSL TB 15-Jun-10  (2.5) 3.9 4.5 29.7 32.8 3.4 12.3 

China Yurun Food  1068 HK 8-Sep-10  0.9 0.5 5.2  (7.6) 7.4 15.3 7.4 

China Agri-Industries 606 HK 8-Sep-10  0.2  (2.2)  (0.7)  (19.1)  (1.1)  (24.9) 2.0 

Ruchi Soya RSI IN 22-Sep-10  (0.7)  (3.0) 4.4  (24.7) 1.7 10.9  (13.8)

Formosa Chem & Fibre 1326 TT 14-Oct-10  1.1 6.0 2.2 26.2 50.8 50.3  (0.8)

Mewah MII SP 17-Jan-11  0.6  (1.1) 11.6  -  -  - 10.1 

Note: as of 14 January, 2011 

Source: Bloomberg, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 30. Soft commodities basket: consensus valuation 

  Price P/E (x) P/BV (x) Dividend yield (%) ROE (%) 

Name Ticker (local) FY1F FY2F FY1F FY2F FY1F FY2F FY1F FY2F

China Green  904 HK  8.5 10.4 8.4 1.8 1.5 2.6 3.2 19.6 21.1

United Phosphorus  UNTP IN  153.2 10.4 8.5 1.9 1.6 1.5 1.9 18.9 19.4

Noble Group  NOBL SP  2.3 22.5 15.1 3.1 2.7 1.3 1.7 15.2 19.1

JSR corp  4185 JP  1,716.0 16.0 14.2 1.6 1.5 1.9 1.9 10.1 10.9

Sri Trang Agro STA TB  39.0 10.6 11.5 3.4 2.5 2.8 2.7 36.1 24.5

Khon Kaen Sugar  KSL TB  14.0 23.3 19.9 2.1 2.0 1.8 2.2 8.4 10.0

China Yurun Food  1068 HK  27.2 21.0 17.6 3.8 3.3 1.4 1.6 23.0 21.5

China Agri-
Industries 606 HK  8.7 12.6 10.6 1.8 1.6 1.9 2.3 14.9 15.8

Ruchi Soya RSI IN  105.8 14.4 11.5 1.9 1.6 0.7 0.8 14.8 16.8

Formosa Chem & 
Fibre 1326 TT  97.2 11.9 11.0 1.9 1.8 6.7 6.8 18.6 18.8

Mewah MII SP  1.2 15.5 13.3 2.7 2.3 0.0 0.0 23.5 18.9

Note: as of 14 January, 2011.  

Source: Bloomberg, Nomura International (HK) Ltd – Investment Strategy 

 

Exhibit 31. Soft commodities basket: performance  
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Note: as of 14 January, 2011. Benchmark is MSCI Asia Pacific ex Japan 

Source: Bloomberg, Nomura International (HK) Ltd – Investment Strategy 
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Exhibit 32. Recent strategy reports  

Date Title 

14-Jan-2011 Asia's looming energy crisis 
http://www.nomura.com/research/GetPub.aspx?pid=412351 

11-Jan-2011 The changing shape of Asian leverage 
http://www.nomura.com/research/GetPub.aspx?spid=7341 

4-Jan-2011 Asia's soft commodity crunch (XXII) 
http://www.nomura.com/research/GetPub.aspx?spid=7306   

4-Jan-2011 Australia Strategy - Sunny side up 
http://www.nomura.com/research/GetPub.aspx?spid=7302 

3-Jan-2010 The inflation genie, China's Lewisian turning point and bond market jitters (II) 
http://www.nomura.com/research/GetPub.aspx?spid=7297   

14-Dec-2010 The inflation genie, China's Lewisian turning point and bond market jitters 
http://www.nomura.com/research/GetPub.aspx?spid=7259 

6-Dec-2010 Deflation, inflation and the return of the productive economy 
http://www.nomura.com/research/GetPub.aspx?spid=7226 

20-Nov-2010 Greater China Inflation: a double whammy 
http://www.nomura.com/research/GetPub.aspx?spid=7183 

17-Nov-2010 China: an inflationary surprise (IX) and the Engel coefficient 
http://www.nomura.com/research/GetPub.aspx?spid=7162 

15-Nov-2010 Quarter-end, Quarterbacks and a Hail Mary Pass (II) 
http://www.nomura.com/research/GetPub.aspx?spid=7151 

12-Nov-2010 China: an inflationary surprise (VIII) 
http://www.nomura.com/research/GetPub.aspx?spid=7144 

10-Nov-2010 The Rebirth of the Silk Road (IV): Mongolia 
http://www.nomura.com/research/GetPub.aspx?spid=7130 

9-Nov-2010 Return of the Spice Route (XII): Mauritius 
http://www.nomura.com/research/GetPub.aspx?spid=7125 

8-Nov-2010 Malaysia: 1992 all over again! (III) 
http://www.nomura.com/research/GetPub.aspx?spid=7119 

4-Nov-2010 It will be alright on the night! 
http://www.nomura.com/research/GetPub.aspx?pid=400443 

3-Nov-2010 Greater China Inc (VIII) 
http://www.nomura.com/research/GetPub.aspx?spid=7096 

1-Nov-2010 Nothing to declare 
http://www.nomura.com/research/GetPub.aspx?spid=7089 

27-Oct-2010 The Rebirth of the Silk Road (III) 
http://www.nomura.com/research/GetPub.aspx?spid=7066 

26-Oct-2010 Rare earths: China's indigenous precious metal (III) and the uranium mystery 
http://www.nomura.com/research/GetPub.aspx?spid=7058  

25-Oct-2010 Greater China Inc. (VI) and China A shares an underground bull market (III) 
http://www.nomura.com/research/GetPub.aspx?pid=6660 

20-Oct-2010 China A shares: an underground bull market (VI) 
http://www.nomura.com/research/GetPub.aspx?pid=396481 

19-Oct-2010 The return to plastic tupperware and polyester clothing 
http://www.nomura.com/research/GetPub.aspx?spid=7018 

18-Oct-2010 Quarter-end, Quarterbacks and a hail Mary pass 
http://www.nomura.com/research/GetPub.aspx?spid=7005 

14-Oct-2010 China A shares: an underground bull market (V) 
http://www.nomura.com/research/GetPub.aspx?spid=6990 

14-Oct-2010 A crude equation 
http://www.nomura.com/research/GetPub.aspx?spid=6988 

11-Oct-2010 Rare earths: China's indigenous precious metal (II) 
http://www.nomura.com/research/GetPub.aspx?spid=6956 

7-Oct-2010 Absence of the normal (IV) 
http://www.nomura.com/research/GetPub.aspx?pid=394163 

5-Oct-2010 Musical Chairs (III) 
http://www.nomura.com/research/GetPub.aspx?spid=6921 

4-Oct-2010 Rare earths: China’s indigenous precious metal 
http://www.nomura.com/research/GetPub.aspx?spid=6910 

Source: Nomura International (Hong Kong) Limited – Investment Strategy  
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Investible themes and baskets 
Nomura’s investible themes and baskets are listed on Bloomberg at NMRA<Go> for 
global ideas and NMCS<Go> for Asian recommendations. We show live tradable 
prices for these themes.  

 

 
 

 
 

For further details of these products and how to trade them, contact Quantitative 
Solutions Group (+44 (0) 20 7103 9988 / quant-eu@nomura.com). 

 

 
 
 
 
 
 



 

 

Strategy | Asia Pacific Sean Darby 

19 January 2011 Nomura 14

Any Authors named on this report are Research Analysts unless 
otherwise indicated 

Analyst Certification 
We, Sean Darby, Amy Lee and Mixo Das, hereby certify (1) that the views expressed in this Research 
report accurately reflect our personal views about any or all of the subject securities or issuers referred 
to in this Research report, (2) no part of our 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 our 
compensation is tied to any specific investment banking transactions performed by Nomura Securities 
International, Inc., Nomura International plc or any other Nomura Group company.  

Important Disclosures 
Conflict-of-interest disclosures 
Important disclosures may be accessed through the following website: 
http://www.nomura.com/research/pages/disclosures/disclosures.aspx . If you have difficulty with this 
site or you do not have a password, please contact your Nomura Securities International, Inc. 
salesperson (1-877-865-5752) or email grpsupport@nomura.com for assistance. 
  
Online availability of research and additional conflict-of-interest disclosures 
Nomura Japanese Equity Research is available electronically for clients in the US on NOMURA.COM, 
REUTERS, BLOOMBERG and THOMSON ONE ANALYTICS. For clients in Europe, Japan and 
elsewhere in Asia it is available on NOMURA.COM, REUTERS and BLOOMBERG. 
Important disclosures may be accessed through the left hand side of the Nomura Disclosure web page 
http://www.nomura.com/research or requested from Nomura Securities International, Inc., on 1-877-
865-5752. If you have any difficulties with the website, please email grpsupport-eu@nomura.com for 
technical assistance. 
  
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. 
  
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) 
Nomura Global Equity Research has 2027 companies under coverage. 
48% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as 
a Buy rating; 38% of companies with this rating are investment banking clients of the Nomura Group*. 
38% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified 
as a Hold rating; 48% of companies with this rating are investment banking clients of the Nomura 
Group*.  
12% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified 
as a Sell rating; 13% of companies with this rating are investment banking clients of the Nomura 
Group*. 
As at 31 December 2010. 
*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 for ratings published from 27 October 2008 
The rating system is a relative system indicating expected performance against a specific benchmark 
identified for each individual stock. Analysts may also indicate absolute upside to target price defined 
as (fair value - current price)/current price, subject to limited management discretion. In most cases, 
the fair value will equal the analyst's assessment of the current intrinsic fair value of the stock using an 
appropriate valuation methodology such as discounted cash flow or multiple analysis, etc. 
 
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 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 company. 
Benchmarks are as follows: United States/Europe: Please see valuation methodologies for 
explanations of relevant benchmarks for stocks (accessible through the left hand side of the Nomura 
Disclosure web page: http://www.nomura.com/research);Global Emerging Markets (ex-Asia): MSCI 
Emerging Markets ex-Asia, unless otherwise stated in the valuation methodology. 
 
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. 



 

 

Strategy | Asia Pacific Sean Darby 

19 January 2011 Nomura 15

A 'Bearish' stance, indicates that the analyst expects the sector to underperform the Benchmark 
during the next 12 months. 
Benchmarks are as follows: United States: S&P 500; Europe: Dow Jones STOXX 600; Global 
Emerging Markets (ex-Asia): MSCI Emerging Markets ex-Asia. 
 
Explanation of Nomura's equity research rating system for Asian companies under 
coverage ex Japan published from 30 October 2008 and in Japan from 6 January 
2009 
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. 
 
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. 
  
Explanation of Nomura's equity research rating system in Japan published prior to 6 
January 2009 (and ratings in Europe, Middle East and Africa, US and Latin America 
published prior to 27 October 2008) 
STOCKS 
A rating of '1' or 'Strong buy', indicates that the analyst expects the stock to outperform the 
Benchmark by 15% or more over the next six months. 
A rating of '2' or 'Buy', indicates that the analyst expects the stock to outperform the Benchmark by 5% 
or more but less than 15% over the next six months. 
A rating of '3' or 'Neutral', indicates that the analyst expects the stock to either outperform or 
underperform the Benchmark by less than 5% over the next six months. 
A rating of '4' or 'Reduce', indicates that the analyst expects the stock to underperform the Benchmark 
by 5% or more but less than 15% over the next six months. 
A rating of '5' or 'Sell', indicates that the analyst expects the stock to underperform the Benchmark by 
15% or more over the next six months. 
Stocks labeled 'Not rated' or shown as 'No rating' are not in Nomura's regular research coverage. 
Nomura might not publish additional research reports concerning this company, and it undertakes no 
obligation to update the analysis, estimates, projections, conclusions or other information contained 
herein. 
 
SECTORS 
A 'Bullish' stance, indicates that the analyst expects the sector to outperform the Benchmark during 
the next six months. 
A 'Neutral' stance, indicates that the analyst expects the sector to perform in line with the Benchmark 
during the next six months. 
A 'Bearish' stance, indicates that the analyst expects the sector to underperform the Benchmark 
during the next six months. 
Benchmarks are as follows: Japan: TOPIX; United States: S&P 500, MSCI World Technology 
Hardware & Equipment; Europe, by sector - Hardware/Semiconductors: FTSE W Europe IT Hardware; 
Telecoms: FTSE W Europe Business Services; Business Services: FTSE W Europe; Auto & 
Components: FTSE W Europe Auto & Parts; Communications equipment: FTSE W Europe IT 
Hardware; Ecology Focus: Bloomberg World Energy Alternate Sources; Global Emerging Markets: 
MSCI Emerging Markets ex-Asia. 
 
Explanation of Nomura's equity research rating system for Asian companies under 
coverage ex Japan published prior to 30 October 2008 
STOCKS 
Stock recommendations are based on absolute valuation upside (downside), which is defined as (Fair 
Value - Current Price)/Current Price, subject to limited management discretion. In most cases, the Fair 
Value will equal the analyst's assessment of the current intrinsic fair value of the stock using an 
appropriate valuation methodology such as Discounted Cash Flow or Multiple analysis etc. However, if 
the analyst doesn't think the market will revalue the stock over the specified time horizon due to a lack 
of events or catalysts, then the fair value may differ from the intrinsic fair value. In most cases, 
therefore, our recommendation is an assessment of the difference between current market price and 
our estimate of current intrinsic fair value. Recommendations are set with a 6-12 month horizon unless 
specified otherwise. Accordingly, within this horizon, price volatility may cause the actual upside or 
downside based on the prevailing market price to differ from the upside or downside implied by the 
recommendation. 



 

 

Strategy | Asia Pacific Sean Darby 

19 January 2011 Nomura 16

A 'Strong buy' recommendation indicates that upside is more than 20%. 
A 'Buy' recommendation indicates that upside is between 10% and 20%. 
A 'Neutral' recommendation indicates that upside or downside is less than 10%. 
A 'Reduce' recommendation indicates that downside is between 10% and 20%. 
A 'Sell' recommendation indicates that downside is more than 20%. 
 
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, reflect 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 publication contains material that has been prepared by the Nomura entity identified on the banner 
at the top or the bottom of page 1 herein and, if applicable, with the contributions of one or more 
Nomura entities whose employees and their respective affiliations are specified on page 1 herein or 
elsewhere identified in the publication. Affiliates and subsidiaries of Nomura Holdings, Inc. (collectively, 
the 'Nomura Group'), include: Nomura Securities Co., Ltd. ('NSC') Tokyo, Japan; Nomura International 
plc, United Kingdom; Nomura Securities International, Inc. ('NSI'), New York, NY; Nomura International 
(Hong Kong) Ltd., Hong Kong; Nomura Financial Investment (Korea) Co., Ltd., 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., Singapore (Registration number 
197201440E, regulated by the Monetary Authority of Singapore); Nomura Securities Singapore Pte 
Ltd., Singapore (Registration number 198702521E, regulated by the Monetary Authority of Singapore); 
Capital Nomura Securities Public Company Limited; Nomura Australia Ltd., Australia (ABN 48 003 032 
513), regulated by the Australian Securities and Investment Commission and holder of an Australian 
financial services licence number 246412; P.T. Nomura Indonesia, Indonesia; Nomura Securities 
Malaysia Sdn. Bhd., Malaysia; Nomura International (Hong Kong) Ltd., Taipei Branch, Taiwan; Nomura 
Financial Advisory and Securities (India) Private Limited, Mumbai, India (Registered Address: Ceejay 
House, Level 11, Plot F, Shivsagar Estate, Dr. Annie Besant Road, Worli, Mumbai- 400 018, India; 
SEBI Registration No: BSE INB011299030, NSE INB231299034, INF231299034, INE 231299034). 
 
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 THAT WE 
CONSIDER RELIABLE. 
 
NOMURA GROUP DOES NOT WARRANT OR REPRESENT THAT THE PUBLICATION 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 PUBLICATION 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 expressed are current opinions as of the original publication date appearing on this material 
only and the information, including the opinions contained herein, are subject to change without notice. 
Nomura is under no duty to update this publication. If and as applicable, NSI's investment banking 
relationships, investment banking and non-investment banking compensation and securities ownership 
(identified in this report as 'Disclosures Required in the United States'), if any, are specified in 
disclaimers and related disclosures in this report. In addition, other members of the Nomura Group may 
from time to time perform investment banking or other services (including acting as advisor, manager 
or lender) for, or solicit investment banking or other business from, companies mentioned herein. 
Further, the Nomura Group, and/or its officers, directors and employees, including persons, without 
limitation, involved in the preparation or issuance of this material may, to the extent permitted by 
applicable law and/or regulation, have long or short positions in, and buy or sell, the securities 
(including ownership by NSI, referenced above), or derivatives (including options) thereof, of 
companies mentioned herein, or related securities or derivatives. In addition, the Nomura Group, 
excluding NSI, may act as a market maker and principal, willing to buy and sell certain of the securities 
of companies mentioned herein. Further, the Nomura Group may buy and sell certain of the securities 
of companies mentioned herein, as agent for its clients. 
Investors should consider this report 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. Please see the further disclaimers in the disclosure 
information on companies covered by Nomura analysts available at www.nomura.com/research under 
the 'Disclosure' tab. 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, 



 

 

Strategy | Asia Pacific Sean Darby 

19 January 2011 Nomura 17

methodologies or otherwise; it is possible that individual employees of Nomura may have different 
perspectives to this publication. 
NSC and other non-US members of the Nomura Group (i.e. excluding NSI), their officers, directors and 
employees may, to the extent it relates to non-US issuers and is permitted by applicable law, have 
acted upon or used this material prior to, or immediately following, its publication. 
Foreign-currency-denominated 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. In addition, 
investors in securities such as ADRs, the values of which are influenced by foreign currencies, 
effectively assume currency risk. 
The securities described herein may not have been registered under the US Securities Act of 1933, 
and, in such case, may not be offered or sold in the United States or to US persons unless they have 
been registered under such Act, or except in compliance with an exemption from the registration 
requirements of such Act. Unless governing law permits otherwise, you must contact a Nomura entity 
in your home jurisdiction if you want to use our services in effecting a transaction in the securities 
mentioned in this material. 
This publication has been approved for distribution in the United Kingdom and European Union as 
investment research by Nomura International plc ('NIPlc'), which is authorized and regulated by the UK 
Financial Services Authority ('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 publication may be distributed in 
Germany via Nomura Bank (Deutschland) GmbH, which is authorized and regulated in Germany by the 
Federal Financial Supervisory Authority ('BaFin'). This publication has been approved by Nomura 
International (Hong Kong) Ltd. ('NIHK'), which is regulated by the Hong Kong Securities and Futures 
Commission, for distribution in Hong Kong by NIHK. This publication has been approved for distribution 
in Australia by Nomura Australia Ltd, which is authorized and regulated in Australia by the Australian 
Securities and Investment Commission ('ASIC'). This publication has also been approved for 
distribution in Malaysia by Nomura Securities Malaysia Sdn Bhd. In Singapore, this publication has 
been distributed by Nomura Singapore Limited ('NSL') and/or Nomura Securities Singapore Pte Ltd 
('NSS'). NSL and NSS accepts legal responsibility for the content of this publication, 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 publication should contact NSL or NSS (as the case may be) in 
respect of matters arising from, or in connection with, this publication. Unless prohibited by the 
provisions of Regulation S of the U.S. Securities Act of 1933, this material is distributed in the United 
States, by Nomura Securities International, Inc., 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 publication has not been approved for distribution in the Kingdom of Saudi Arabia or to clients 
other than 'professional clients' in the United Arab Emirates by Nomura Saudi Arabia, Nomura 
International plc or any other member of the Nomura Group, as the case may be. Neither this 
publication 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 the Kingdom of Saudi Arabia or in the United Arab 
Emirates or to any person located in the Kingdom of Saudi Arabia or to clients other than 'professional 
clients' in the United Arab Emirates. By accepting to receive this publication, you represent that you are 
not located in the Kingdom of Saudi Arabia or that you are a 'professional client' in the United Arab 
Emirates and agree to comply with these restrictions. Any failure to comply with these restrictions may 
constitute a violation of the laws of the Kingdom of Saudi Arabia or the United Arab Emirates. 
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 the Nomura Group member identified in the banner on 
page 1 of this report. Further information on any of the securities mentioned herein may be obtained 
upon request. If this publication 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 publication, which may arise as a 
result of electronic transmission. If verification is required, please request a hard-copy version. 
  
Additional information available upon request 
NIPlc and other Nomura Group entities manage conflicts identified through the following: their Chinese 
Wall, confidentiality and independence policies, maintenance of a Restricted List and a Watch List, 
personal account dealing rules, policies and procedures for managing conflicts of interest arising from 
the allocation and pricing of securities and impartial investment research and disclosure to clients via 
client documentation. 
  
Disclosure information is available at the Nomura Disclosure web page: 
http://www.nomura.com/research/pages/disclosures/disclosures.aspx 
  
Nomura International (Hong Kong) Limited Tel: +852 2536 1111 
30/F Two International Finance Centre, 8 Finance Street, Central, Hong Kong Fax: +852 2536 1820 

Caring for the environment: to receive only the electronic versions of our research, please contact your 

sales representative. 

 

 


