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Her subjects have spoken 
 
The UK voted unexpectedly in favour of exiting the European Union 
(EU) in the Brexit referendum by a margin of 51.9% to 48.1%. In our 
view, there are no positives from the outcome. The consequences 
on the UK and the EU, if the contagion effect spreads, would drag 
down the already precarious global growth. Thankfully, we estimate 
that the direct impact on Malaysia is manageable in terms of the 
macro picture and earnings. However, our biggest fear is if this 
prompts further EU disintegration and impairs the credibility of the 
Euro, triggering a global recession that would put pressure on the 
Brent price due to demand destruction. This would directly impair 
Malaysia’s fundamentals. Bottom line: global financial markets are 
entering a period of volatility while the risk profile for Malaysia has 
also increased. 
 
A messy divorce 
The kneejerk financial market reaction is one thing but the tasks ahead to 
extricate Britain from the EU is messy. Any existing preferential treatment 
for a member of the EU would be rolled back and new barriers would be 
enacted for trade, employment, immigration, investments and capital 
flows, all of which have far-reaching consequences on the economy. The 
implications are extensive for the GDP with valuable resources dedicated 
to dealing with the consequences when they could be deployed for 
productive growth. Worse still, renegotiating trade deals and treaties 
would be a long drawn-out affair, not to mention the tough stand by the 
EU given the likely upper hand in bargaining power and resentment 
towards UK’s exit. It is therefore unfortunate that the world’s fifth largest 
economy is heading towards a period of more economic uncertainties 
that would trigger headwinds for global growth. 
 
Muted direct impact on Malaysia but contagion could be damaging 
The direct impact on Malaysia is relatively muted. In 2015, the UK was 
the destination for just 1.2% of total Malaysian exports; this works out to 
RM9.3bn. Nonetheless, we are worried about the contagion effect from 
Brexit. If the repercussions spill over into the EU resulting in a hit to EU’s 
growth, we could see as much as 10.1% of Malaysia’s total exports being 
affected (including the UK portion); this works out to a substantial 
RM78.8bn. Worse, a precedent has been set now for relinquishing EU 
membership. If the core EU members are unable to hold the block 
together it could spawn referendums in other countries that could unravel 
the EU and the single currency, and extrication would be far more difficult 
than for the UK given their deeper integration. 
 
Market earnings for Malaysia resilient to Brexit 
We believe the market earnings exposure to UK and EU is manageable 
given the geographical distance of Malaysia to Europe. We estimate the 
worst-case scenario is a 0.8% decline in 2016E fully diluted EPS if all 
market earnings from the UK disappear. The impact increases to 0.9% if 
this is extended to the EU. This takes into account both YTL Power and 
YTL Corp, which have huge earnings from the UK but the risk of zero 
contribution is minimal given the utility nature of the business. Stripping 
these out, the potential decline in earnings is reduced from 0.9% to 0.7%. 
 
Companies most at risk 
Overall, the companies most impacted, measured by percentage of 
earnings contribution from the UK (excluding YTL companies), are 
Amcorp Properties, SP Setia, and Genting Malaysia, the latter being a 
top pick and has the most significant impact on the market given its large 
market cap. 
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Stock Rating Price TP Upside Mkt Cap
(RM) (RM) (%) (RMm)

Top Buys
AEON CREDIT BUY 12.90 14.80 14.7     1,857.6   
AFG BUY 4.09   4.50   10.0     6,330.4   
CARLSBERG BUY 13.00 14.40 10.8     4,029.4   
CIMB BUY 4.31   5.00   16.0     37,621.4 
GAMUDA BUY 4.82   5.70   18.3     11,648.1 
GENTING MALAYSIA BUY 4.35   5.00   14.9     25,828.3 
INARI BUY 2.87   3.54   23.3     2,745.2   
JAKS RESOURCES BUY 0.92   1.60   73.9     403.3      
KPJ BUY 4.25   4.87   14.6     4,502.3   
PUBLIC BANK BUY 19.20 21.80 13.5     74,537.1 
PETRA ENERGY BUY 1.26   1.48   17.5     405.4      
PAVILION REIT BUY 1.68   1.90   13.1     5,073.3   
SUNWAY CONSTRUCTION BUY 1.55   1.98   27.7     2,004.0   
SCICOM BUY 2.25   2.62   16.4     799.8      
SUNWAY BUY 3.01   3.90   29.6     6,103.0   
TA ANN BUY 3.15   4.42   40.3     1,401.4   
TENAGA BUY 14.00 16.50 17.9     79,010.6 
TOP GLOVE BUY 4.63   6.30   36.1     5,830.1   
UOA DEVELOPMENT BUY 2.10   2.64   25.7     3,193.6   
WCT BUY 1.54   2.02   31.2     1,934.9   

Top Sells
MAHB SELL 6.37   5.50   (13.7)    10,569.1 
MCIL SELL 0.71   0.55   (22.5)    1,197.9   
MEDIA PRIMA SELL 1.41   1.21   (14.2)    1,564.0   
STAR SELL 2.60   1.85   (28.8)    1,920.3   
UMW-OG SELL 0.92   0.73   (20.2)    1,978.2   
UNISEM SELL 2.36   1.76   (25.4)    1,731.8   
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Fig 1: Malaysia exports by country 2015 

 
 

Source: CEIC 

 
 
Fig 2: Companies with exposure to Great Britain 

Company Exposure 
Amcorp Properties Property development in Central London 

E&O Property development in London 
Sime Darby Property development at Battersea, NBPOL has oleochemcial plant in Liverpool 

SP Setia Property development at Battersea 

YTL Corp Indirect exposure via its subsidiary YTL Power 

YTL Power Water and sewerage business in South West England 

Genting Malaysia Direct exposure due to casino operations in the UK 

Genting Berhad Indirect exposure via its subsidiary Genting Malaysia 
 Source: Company, Affin Hwang 
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Fig 3: Companies that are affected due to UK and EU exposure 

Company Impact 
Amcorp Properties 90% of group profit from London 

E&O 
UK property projects do not contribute to FY Mar 2017E earnings, but contribute 5% 
of total gross development value and 0% of RNAV (conservatively did not factor in 
any value for UK projects due to long gestation period) 

IJM Corp UK property projects do not contribute to FY Mar 2017E earnings, but contribute 3% 
of total gross development value and 1% of RNAV 

IOI Corp European downstream operations likely to contribute around 5.8% of FY17E group 
EBIT. 

KLK Have oleochemicals plants in Germany, Switzerland and the Netherlands.  Expected 
to contribute around 6.5% of group PBT in FY16 and FY17. 

Sime Darby 5.5% of FY17E PBT is expected to be from Battersea. Contribution from NBPOL’s 
Liverpool plant is not available but not expected to be significant. 

SP Setia 40% stake in Battersea project, which accounts for 24% of our turnover forecast for 
FY16 and make up 10.5% of our RNAV forecast 

Uchi Tech More than 90% of sales/profit from the EU 

YTL Corp 40% of net profit from indirect exposure via its subsidiary YTL Power 

YTL Power 73% of net profit via Wessex Water 

Genting Malaysia 11% of net profit due to direct exposure from casino operations in the UK 

Genting Berhad 4% of net profit due to indirect exposure via its subsidiary Genting Malaysia 
Source: Company, Affin Hwang 
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Important Disclosures and Disclaimer 
This publication is prepared by Affin Hwang Investment Bank Berhad (“Affin Hwang”) and reviewed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates (collectively, 
“Daiwa”), and is distributed and/or originated from outside Malaysia by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, except to the extent expressly provided 
herein. The role of Daiwa Securities Group Inc. and/or its non-U.S. affiliates in connection with this publication is solely limited to the review and distribution of this publication 
; and Daiwa Securities Group Inc. and/or its non-U.S. affiliates are not involved in the preparation of this publication in any other way.  This research is for Daiwa clients only 
and the publication and the contents hereof are intended for information purposes only, and may be subject to change without further notice. Other than disclosures relating to 
Daiwa, this research is based on current public information that  Affin Hwang and Daiwa consider reliable, but we do not represent it is accurate or complete, and it should not 
be relied on as such.  
 
The analysts named in this report may have from time to time discussed with clients, including Daiwa’s salespersons and traders, or may discuss in this report, trading strategies 
that reference catalysts or events that may have a near-term impact on the market price of the equity securities discussed in this report, which impact may be directionally 
counter to the analysts' published price target expectations for such stocks. Any such trading strategies are distinct from and do not affect the analysts' fundamental equity rating 
for such stocks, which rating reflects a stock's return potential relative to its coverage group as described herein. 
 
Any use, disclosure, distribution, dissemination, copying, printing or reliance on this publication for any other purpose without our prior consent or approval is strictly 
prohibited. Neither Affin Hwang ,Daiwa Securities Group Inc. nor any of its or their respective parent, holding, subsidiaries or affiliates, nor any of its or their respective 
directors, officers, servants and employees, represent nor warrant the accuracy or completeness of the information contained herein or as to the existence of other facts which 
might be significant, and will not accept any responsibility or liability whatsoever for any use of or reliance upon this publication or any of the contents hereof. Neither this 
publication, nor any content hereof, constitute, or are to be construed as, an offer or solicitation of an offer to buy or sell any of the securities or investments mentioned herein in 
any country or jurisdiction where such an offer or solicitation would be illegal nor, unless expressly provided, any recommendation or investment opinion or advice. Any view, 
recommendation, opinion or advice expressed in this publication constitutes the views of the analyst(s) named herein and does not necessarily reflect those of Affin Hwang, 
Daiwa Securities Group Inc.  and/or its affiliates nor any of its respective directors, officers, servants and employees except where the publication states otherwise. This research 
report is not to be relied upon by any person in making any investment decision or otherwise advising with respect to, or dealing in, the securities mentioned, as it does not take 
into account the specific investment objectives, financial situation and particular needs of any person. Clients should consider whether any advice or recommendation in this 
research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this 
research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may 
occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments. Certain transactions, including those 
involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. Investors should review current options disclosure documents 
in relation to such investments. 
 
All research reports are disseminated and available to our clients simultaneously through electronic publication to our internal client websites. Not all research content is 
redistributed to our clients or available to third-party aggregators, nor is Daiwa and Affin Hwang responsible for the redistribution of our research by third party aggregators. 
 
Affin Hwang, Daiwa Securities Group Inc., its subsidiaries and affiliates, and its or their respective directors, officers and employees, from time to time may have trades as 
principals, or may have positions in, or have other interests in the securities of the company under research including market making activities, derivatives in respect of such 
securities or may have also performed investment banking and other services for the issuer of such securities. The following are additional disclosures. 
 
Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
Investment Banking Relationship 
For “Investment Banking Relationship”, please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 

Japan 
Disclosure of Interest of Daiwa Securities Group Inc. 
Investment Banking Relationship 
Within the preceding 12 months, the subsidiaries and/or affiliates of Daiwa Securities Group Inc. * has lead-managed public offerings and/or secondary offerings (excluding 
straight bonds) of the securities of the following companies: econtext Asia Ltd (1390 HK); Mirae Asset Life Insurance Co Ltd (085620 KS); China Reinsurance Group 
Corporation (1508 HK). 

*Subsidiaries of Daiwa Securities Group Inc. for the purposes of this section shall mean any one or more of: Daiwa Capital Markets Hong Kong Limited (大和資本市場香港有限

公司), Daiwa Capital Markets Singapore Limited, Daiwa Capital Markets Australia Limited, Daiwa Capital Markets India Private Limited, Daiwa-Cathay Capital Markets Co., 
Ltd., Daiwa Securities Capital Markets Korea Co., Ltd. 

This research may only be distributed in Japan to “qualified institutional investors”, as defined in the Financial Instruments and Exchange Act (Article 2 (3) (i)), as amended 
from time to time.   
Disclosure of Interest of Affin Hwang Investment Bank 
- 

Hong Kong  
This research is distributed in Hong Kong by Daiwa Capital Markets Hong Kong Limited (大和資本市場香港有限公司) (“DHK”) which is regulated by the Hong Kong Securities 
and Futures Commission. Recipients of this research in Hong Kong may contact DHK in respect of any matter arising from or in connection with this research. 
Relevant Relationship (DHK) 
DHK may from time to time have an individual employed by or associated with it serves as an officer of any of the companies under its research coverage. 

Singapore 
This research is distributed in Singapore by Daiwa Capital Markets Singapore Limited and it may only be distributed in Singapore to accredited investors, expert investors and 
institutional investors as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), as amended from time to time. By virtue of distribution 
to these category of investors, Daiwa Capital Markets Singapore Limited and its representatives are not required to comply with Section 36 of the Financial Advisers Act 
(Chapter 110) (Section 36 relates to disclosure of Daiwa Capital Markets Singapore Limited’s interest and/or its representative’s interest in securities). Recipients of this research 
in Singapore may contact Daiwa Capital Markets Singapore Limited in respect of any matter arising from or in connection with the research. 

Australia 
This research is distributed in Australia by Daiwa Capital Markets Stockbroking Limited and it may only be distributed in Australia to wholesale investors within the meaning of 
the Corporations Act. Recipients of this research in Australia may contact Daiwa Capital Markets Stockbroking Limited in respect of any matter arising from or in connection 
with the research. 

India 
 
This research is distributed in India to Institutional Clients only by Daiwa Capital Markets India Private Limited (Daiwa India) which is an intermediary registered with 
Securities & Exchange Board of India as a Stock Broker, Merchant Bank and Research Analyst. Daiwa India, its Research Analyst and their family members and its associates do 
not have any financial interest save as disclosed or other undisclosed material conflict of interest in the securities or derivatives of any companies under coverage. Daiwa India 
and its associates may have received compensation for any products other than Investment Banking (as disclosed) or brokerage services from the subject company in this report 
during the past 12 months.   Unless otherwise stated in BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action, Daiwa India and its associates 
do not hold more than 1% of any companies covered in this research report. 
There is no material disciplinary action against Daiwa India by any regulatory authority impacting equity research analysis activities as of the date of this report. 

Taiwan 
This research is distributed in Taiwan by Daiwa-Cathay Capital Markets Co., Ltd and it may only be distributed in Taiwan to institutional investors or specific investors who have 
signed recommendation contracts with Daiwa-Cathay Capital Markets Co., Ltd in accordance with the Operational Regulations Governing Securities Firms Recommending 
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Trades in Securities to Customers. Recipients of this research in Taiwan may contact Daiwa-Cathay Capital Markets Co., Ltd in respect of any matter arising from or in 
connection with the research. 

Philippines 
This research is distributed in the Philippines by DBP-Daiwa Capital Markets Philippines, Inc. which is regulated by the Philippines Securities and Exchange Commission and 
the Philippines Stock Exchange, Inc. Recipients of this research in the Philippines may contact DBP-Daiwa Capital Markets Philippines, Inc. in respect of any matter arising 
from or in connection with the research. DBP-Daiwa Capital Markets Philippines, Inc. recommends that investors independently assess, with a professional advisor, the specific 
financial risks as well as the legal, regulatory, tax, accounting, and other consequences of a proposed transaction. DBP-Daiwa Capital Markets Philippines, Inc. may have 
positions or may be materially interested in the securities in any of the markets mentioned in the publication or may have performed other services for the issuers of such 
securities. 

For relevant securities and trading rules please visit SEC and PSE link at http://www.sec.gov.ph/irr/AmendedIRRfinalversion.pdf and http://www.pse.com.ph/ respectively. 

United Kingdom 
This research report is produced by Daiwa Securities Co. Ltd. and/or its affiliates and is distributed in the European Union, Iceland, Liechtenstein, Norway and Switzerland. 
Daiwa Capital Markets Europe Limited is authorised and regulated by The Financial Conduct Authority (“FCA”) and is a member of the London Stock Exchange and Eurex. This 
publication is intended for investors who are not Retail Clients in the United Kingdom within the meaning of the Rules of the FCA and should not therefore be distributed to such 
Retail Clients in the United Kingdom. Should you enter into investment business with Daiwa Capital Markets Europe’s affiliates outside the United Kingdom, we are obliged to 
advise that the protection afforded by the United Kingdom regulatory system may not apply; in particular, the benefits of the Financial Services Compensation Scheme may not 
be available. 
 
Daiwa Capital Markets Europe Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict management policy is 
available at http://www.uk.daiwacm.com/about-us/corporate-governance-regulatory.  

Germany 
This document is distributed in Germany by Daiwa Capital Markets Europe Limited, Niederlassung Frankfurt which is regulated by BaFin (Bundesanstalt fuer 
Finanzdienstleistungsaufsicht) for the conduct of business in Germany. 

Bahrain 
This research material is distributed in Bahrain by Daiwa Capital Markets Europe Limited, Bahrain Branch, regulated by The Central Bank of Bahrain and holds Investment 
Business Firm – Category 2 license and having its official place of business at the Bahrain World Trade Centre, South Tower, 7th floor, P.O. Box 30069, Manama, Kingdom of 
Bahrain. Tel No. +973 17534452 Fax No. +973 535113 

United States 
This report is distributed in the U.S. by Daiwa Capital Markets America Inc. (DCMA). It may not be accurate or complete and should not be relied upon as such. It reflects the 
preparer’s views at the time of its preparation, but may not reflect events occurring after its preparation; nor does it reflect DCMA’s views at any time. Neither DCMA nor the 
preparer has any obligation to update this report or to continue to prepare research on this subject.  This report is not an offer to sell or the solicitation of any offer to buy 
securities. Unless this report says otherwise, any recommendation it makes is risky and appropriate only for sophisticated speculative investors able to incur significant losses. 
Readers should consult their financial advisors to determine whether any such recommendation is consistent with their own investment objectives, financial situation and needs. 
This report does not recommend to U.S. recipients the use of any of DCMA’s non-U.S. affiliates to effect trades in any security and is not supplied with any understanding that 
U.S. recipients of this report will direct commission business to such non-U.S. entities. Unless applicable law permits otherwise, non-U.S. customers wishing to effect a 
transaction in any securities referenced in this material should contact a Daiwa entity in their local jurisdiction. Most countries throughout the world have their own laws 
regulating the types of securities and other investment products which may be offered to their residents, as well as a process for doing so. As a result, the securities discussed in 
this report may not be eligible for sales in some jurisdictions. Customers wishing to obtain further information about this report should contact DCMA: Daiwa Capital Markets 
America Inc., Financial Square, 32 Old Slip, New York, New York 10005 (Tel no. 212-612-7000). 
 
Ownership of Securities 
For “Ownership of Securities” information please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.  
 
Investment Banking Relationships 
For “Investment Banking Relationships” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.  
 
DCMA Market Making 
For “DCMA Market Making” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
 
Research Analyst Conflicts 
For updates on “Research Analyst Conflicts” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. The principal research 
analysts who prepared this report have no financial interest in securities of the issuers covered in the report, are not (nor are any members of their household) an officer, 
director or advisory board member of the issuer(s) covered in the report, and are not aware of any material relevant conflict of interest involving the analyst or DCMA, and did 
not receive any compensation from the issuer during the past 12 months except as noted: no exceptions. 
 
Research Analyst Certification 
For updates on “Research Analyst Certification” and “Rating System” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. The 
views about any and all of the subject securities and issuers expressed in this Research Report accurately reflect the personal views of the research analyst(s) primarily 
responsible for this report (or the views of the firm producing the report if no individual analysts[s] is named on the report); and no part of the compensation of such analyst(s) 
(or no part of the compensation of the firm if no individual analyst[s)] is named on the report) was, is, or will be directly or indirectly related to the specific recommendations or 
views contained in this Research Report. 

For stocks and sectors in Malaysia covered by Affin Hwang, the following rating system is in effect: 

Stocks: 
BUY: Total return is expected to exceed +10% over a 12-month period 
HOLD: Total return is expected to be between -5% and +10% over a 12-month period 
SELL: Total return is expected to be below -5% over a 12-month period 
NOT RATED: Affin Hwang Investment Bank Berhad does not provide research coverage or rating for this company.  Report is intended as information only and not as a 
recommendation 
Sectors: 
OVERWEIGHT: Industry, as defined by the analyst’s coverage universe, is expected to outperform the KLCI benchmark over the next 12 months 
NEUTRAL: Industry, as defined by the analyst’s coverage universe, is expected to perform inline with the KLCI benchmark over the next 12 months 
UNDERWEIGHT: Industry, as defined by the analyst’s coverage universe is expected to under-perform the KLCI benchmark over the next 12 months 

Conflict of Interest Disclosure  

Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 

Investment Banking Relationships 
For “Investment Banking Relationship”, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 

Relevant Relationships 
Affin Hwang may from time to time have an individual employed by or associated with it serves as an officer of any of the companies under its research coverage. 

http://www.sec.gov.ph/irr/AmendedIRRfinalversion.pdf%20and%20http:/www.pse.com.ph/
http://www.uk.daiwacm.com/about-us/corporate-governance-regulatory
https://daiwa3.bluematrix.com/sellside/Disclosures.action
https://daiwa3.bluematrix.com/sellside/Disclosures.action
https://daiwa3.bluematrix.com/sellside/Disclosures.action
https://daiwa3.bluematrix.com/sellside/Disclosures.action
https://daiwa3.bluematrix.com/sellside/Disclosures.action
https://daiwa3.bluematrix.com/sellside/Disclosures.action
https://daiwa3.bluematrix.com/sellside/Disclosures.action
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Affin Hwang market making 
Affin Hwang may from time to time make a market in securities covered by this research. 
 
Explanatory Document of Unregistered Credit Ratings 
(Moody’s Investors Service, Inc.) 
 
In order to ensure the fairness and transparency in the markets, Credit Rating Agencies became subject to the Credit Rating Agencies’ registration 
system based on the Financial Instruments and Exchange Act. 
 
In accordance with this Act, in soliciting customers, Financial Instruments Business Operators, etc. shall not use the credit ratings provided by 
unregistered Credit Rating Agencies without informing customers of the fact that those Credit Rating Agencies are not registered, and shall also inform 
customers of the significance and limitations of credit ratings, etc. 
 
The Significance of Registration 
Registered Credit Rating Agencies are subject to the following regulations: 
 
1)  Duty of good faith. 
2)  Establishment of control systems (fairness of the rating process, and prevention of conflict of interest, etc.). 
3)  Prohibition of the ratings in cases where Credit Rating Agencies have a close relationship with the issuers of the financial instruments to be rated, 
etc. 
4)  Duty to disclose information (preparation and publication of rating policies, etc. and public disclosure of explanatory documents).  
 
In addition to the above, Registered Credit Rating Agencies are subject to the supervision of the Financial Services Agency (“FSA”), and as such may 
be ordered to produce reports, be subject to on-site inspection, and be ordered to improve business operations, whereas unregistered Credit Rating 
Agencies are free from such regulations and supervision. 
 
The Name of the Credit Rating Agency Group, etc 
The name of the Credit Rating Agency group: Moody’s Investors Service, Inc. ("MIS") 
The name and registration number of the Registered Credit Rating Agency in the group: 
Moody’s Japan K.K. (FSA commissioner (Rating) No.2) 
 
How to acquire information related to an outline of the rating policies and methods adopted by the person who determines Credit Ratings 
The information is posted under “Unregistered Rating explanation” in the section on “The use of Ratings of Unregistered Agencies” on the website of 
Moody’s Japan K.K. (The website can be viewed after clicking on “Credit Rating Business” on the Japanese version of Moody’s website 
(http://www.moodys.co.jp) 
 
Assumptions, Significance and Limitations of Credit Ratings 
Credit ratings are Moody’s Investors Service, Inc.’s ("MIS") current opinions of the relative future credit risk of entities, credit commitments, or debt or 
debt-like securities. MIS defines credit risk as the risk that an entity may not meet its contractual, financial obligations as they come due and any 
estimated financial loss in the event of default. Credit ratings do not address any other risk, including but not limited to: liquidity risk, market value risk, 
or price volatility. Credit ratings do not constitute investment or financial advice, and credit ratings are not recommendations to purchase, sell, or hold 
particular securities. No warranty, express or implied, as to the accuracy, timeliness, completeness, merchantability or fitness for any particular 
purpose of any such rating or other opinion or information is given or made by MIS in any form or manner whatsoever. 
 
Based on the information received from issuers or from public sources, the credit risks of the issuers or obligations are assessed. MIS adopts all 
necessary measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources MIS considers to be reliable. 
However, MIS is not an auditor and cannot in every instance independently verify or validate information received in the rating process. 
 
Explanatory Document of Unregistered Credit Ratings 
(Standard & Poor’s Ratings Services) 
 
In order to ensure the fairness and transparency in the markets, Credit Rating Agencies became subject to the Credit Rating Agencies’ registration 
system based on the Financial Instruments and Exchange Act. 
 
In accordance with this Act, in soliciting customers, Financial Instruments Business Operators, etc. shall not use the credit ratings provided by 
unregistered Credit Rating Agencies without informing customers of the fact that those Credit Rating Agencies are not registered, and shall also inform 
customers of the significance and limitations of credit ratings, etc. 
 
The Significance of Registration 
Registered Credit Rating Agencies are subject to the following regulations: 
1)  Duty of good faith. 
2)  Establishment of control systems (fairness of the rating process, and prevention of conflict of interest, etc.). 
3)  Prohibition of the ratings in cases where Credit Rating Agencies have a close relationship with the issuers of the financial instruments to be rated, 
etc. 
4)  Duty to disclose information (preparation and publication of rating policies, etc. and public disclosure of explanatory documents).  
 
In addition to the above, Registered Credit Rating Agencies are subject to the supervision of the Financial Services Agency (“FSA”), and as such may 
be ordered to produce reports, be subject to on-site inspection, and be ordered to improve business operations, whereas unregistered Credit Rating 
Agencies are free from such regulations and supervision. 
 
The Name of the Credit Rating Agency group, etc 
The name of the Credit Rating Agency group: Standard & Poor’s Ratings Services 
The name and registration number of the Registered Credit Rating Agency in the group: 
Standard & Poor’s Ratings Japan K.K. (FSA commissioner (Rating) No.5) 
 
How to acquire information related to an outline of the rating policies and methods adopted by the person who determines Credit Ratings 
The information is posted under “Unregistered Rating Information” (http://www.standardandpoors.co.jp/unregistered) in the “Library and Regulations” 
section on the website of Standard & Poor’s Ratings Japan K.K. (http://www.standardandpoors.co.jp) 

http://www.moodys.co.jp/
http://www.standardandpoors.co.jp/unregistered
http://www.standardandpoors.co.jp/
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Assumptions, Significance and Limitations of Credit Ratings 
Credit ratings assigned by Standard & Poor's are statements of opinion on the future credit quality of specific issuers or issues as of the date they are 
expressed and do not guarantee timely payments of interest or principal. Credit ratings are not a recommendation to purchase, sell or hold any 
securities, or a statement of market liquidity or prices in the secondary market of any issues. 
 
Credit ratings may change depending on various factors, including issuers' performance, changes in external environment, performance of underlying 
assets, creditworthiness of counterparties and others. Standard & Poor's conducts rating analysis based on information it believes to be reliable in 
terms of quality and quantity. However, Standard & Poor's does not perform an audit, due diligence or independent verification of any information it 
receives, or guarantees its accuracy, completeness or timeliness. 
 
Explanatory Document of Unregistered Credit Ratings 
(Fitch Ratings) 
 
In order to ensure the fairness and transparency in the markets, Credit Rating Agencies became subject to the Credit Rating Agencies’ registration 
system based on the Financial Instruments and Exchange Act. 
In accordance with this Act, in soliciting customers, Financial Instruments Business Operators, etc. shall not use the credit ratings provided by 
unregistered Credit Rating Agencies without informing customers of the fact that those Credit Rating Agencies are not registered, and shall also inform 
customers of the significance and limitations of credit ratings, etc. 
 
The Significance of Registration 
Registered Credit Rating Agencies are subject to the following regulations: 
 
1)  Duty of good faith. 
2)  Establishment of control systems (fairness of the rating process, and prevention of conflict of interest, etc.). 
3)  Prohibition of the ratings in cases where Credit Rating Agencies have a close relationship with the issuers of the financial instruments to be rated, 
etc. 
4)  Duty to disclose information (preparation and publication of rating policies, etc. and public disclosure of explanatory documents).  
 
In addition to the above, Registered Credit Rating Agencies are subject to the supervision of the Financial Services Agency (“FSA”), and as such may 
be ordered to produce reports, be subject to on-site inspection, and be ordered to improve business operations, whereas unregistered Credit Rating 
Agencies are free from such regulations and supervision. 
 
The Name of the Credit Rating Agency group, etc 
The name of the Credit Rating Agency group: Fitch Ratings ("Fitch") 
The name and registration number of the Registered Credit Rating Agency in the group: 
Fitch Ratings Japan Limited (FSA commissioner (Rating) No.7) 
 
How to acquire information related to an outline of the rating policies and methods adopted by the person who determines Credit Ratings 
The information is posted under “Outline of Rating Policies” in the section of “Regulatory Affairs” on the website of Fitch Ratings Japan Limited 
(http://www.fitchratings.co.jp) 
 
Assumptions, Significance and Limitations of Credit Ratings 
Ratings assigned by Fitch are opinions based on established criteria and methodologies. Ratings are not facts, and therefore cannot be described as 
being "accurate" or "inaccurate". Credit ratings do not directly address any risk other than credit risk. Credit ratings do not comment on the adequacy of 
market price or market liquidity for rated instruments. Ratings are relative measures of risk; as a result, the assignment of ratings in the same category 
to entities and obligations may not fully reflect small differences in the degrees of risk. Credit ratings, as opinions on relative ranking of vulnerability to 
default, do not imply or convey a specific statistical probability of default. 
 
In issuing and maintaining its ratings, Fitch relies on factual information it receives from issuers and underwriters and from other sources Fitch believes 
to be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it in accordance with its ratings methodology, and 
obtains reasonable verification of that information from independent sources, to the extent such sources are available for a given security or in a given 
jurisdiction. The assignment of a rating to any issuer or any security should not be viewed as a guarantee of the accuracy, completeness, or timeliness 
of the information relied on in connection with the rating or the results obtained from the use of such information. If any such information should turn out 
to contain misrepresentations or to be otherwise misleading, the rating associated with that information may not be appropriate. Despite any verification 
of current facts, ratings can be affected by future events or conditions that were not anticipated at the time a rating was issued or affirmed. 
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Additional information may be available upon request. 

Japan - additional notification items pursuant to Article 37 of the Financial Instruments and Exchange Law 
(This Notification is only applicable where report is distributed by Daiwa Securities Co. Ltd.) 
 
If you decide to enter into a business arrangement with us based on the information described in materials presented along with this document, we ask you to pay close attention 
to the following items.  
• In addition to the purchase price of a financial instrument, we will collect a trading commission* for each transaction as agreed beforehand with you. Since commissions may 

be included in the purchase price or may not be charged for certain transactions, we recommend that you confirm the commission for each transaction.  
• In some cases, we may also charge a maximum of ¥ 2 million (including tax) per year as a standing proxy fee for our deposit of your securities, if you are a non-resident of 

Japan.  
• For derivative and margin transactions etc., we may require collateral or margin requirements in accordance with an agreement made beforehand with you. Ordinarily in such 

cases, the amount of the transaction will be in excess of the required collateral or margin requirements.  
• There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest rates, exchange rates, 

stock prices, real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could exceed the amount of the collateral or 
margin requirements.  

• There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by us.  
• Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as certified public 

accountants.  
*The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current market conditions 
and the content of each transaction etc.  

 
When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take responsibility for your own 
decisions regarding the signing of the agreement with us.  
 
 Corporate Name:  Daiwa Securities Co. Ltd. 
  Financial instruments firm: chief of Kanto Local Finance Bureau (Kin-sho) No.108  
 Memberships:  Japan Securities Dealers Association, The Financial Futures Association of Japan 
  Japan Investment Advisers Association 
  Type II Financial Instruments Firms Association 
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