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 Leadership position in India's 

key specialist-chronic 
segments maintained  

 Sitagliptin launched in India 
under Sun brand in 1H FY12  

 Buy rating and Rs561 target 
price maintained 

 
 What's new 
Following our recent visit to Sun 
Pharmaceutical Industries (Sun), we 
learned that unlike the other 
pharma companies in India, Sun has 
no plans to increase its sales force 
from the current 2,700. Sun is 
ranked fifth in terms of market 
share in India’s pharma market 
(source: AIOCD-AWACS), despite 
having the smallest sales force 
among the top-10 Indian companies.  
 
 Sun: domestic sales YoY (%) 
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 What's the impact 
We believe Sun’s ability to reach 100% 
of India’s specialists is the key reason 
it has been able to maintain its 
dominance in the fast-growing 

chronic-care segments. We believe 
Sun’s tie-up with Merck (Not rated) in 
the India market for Januvia/ 
Janumet is a good strategy to improve 
its presence in one of the fastest-
expanding segments.  
 
The tie-up involves marketing 
Sitagliptin under a different brand 
name (Istavel/Istamet) to 
diabetologists in India. For FY12, 
Sun has guided for total sales 
growth of 28-30% YoY. Meanwhile, 
with the recent resolution of the US 
FDA warning letter regarding its 
Cranbury site, we believe Sun’s 
approval-filing rate will improve. It 
has seen its total domestic sales rise 
by more than 22% over the past six 
months, which is consistently higher 
than the India pharma market.  
 
We forecast total sales and earnings 
CAGRs of 23.1% and 19.2%, 
respectively, for FY11-14, driven by the 
domestic-formulations business and 
an improvement in margins for the 
export business. Sun launched 
Docetaxel in 1Q FY12, and we assume 
there will be five generic companies in 
this market by the end of 1H FY12. 
Sun also received its first ANDA 
approval for the generic Sumatriptan 
Autoinjector in June 2011. 
 
 What we recommend 
We maintain our Buy (1) rating for 
Sun as it has maintained its dominant 
position in the chronic-therapy 
segment in India, and given 
subsidiary Taro’s (Not rated) 
improving operating performance. 
We maintain our SOTP-based six-
month target price of Rs561, based on 
a target PER of 22x on our FY13 
recurrent EPS forecast, plus 
Rs4/share for the Para IV upside 
potential and Rs39/share for cash. 
The key risks to our view would be 
greater-than-expected volatility at 
Taro’s operations and a slower-than 

expected expansion of the India 
pharma market. 
 
 How we differ 
Our FY12 and FY13 EPS forecasts 
are respectively 3.9% and 6.3% 
higher than those of the Bloomberg 
consensus, due mainly to our higher 
EBITDA-margin forecasts. 
 
Forecast revisions (%) 
Year to 31 Mar 12E 13E 14E 

Revenue change 0.0 0.0 0.0 
Net-profit change 0.0 0.0 0.0 
EPS change 0.0 0.0 0.0 

Source: Daiwa forecasts 
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12-month range 375.37-525.65 

Market cap (US$bn) 10.44 

Average daily turnover (US$m) 10.56 

Shares outstanding (m) 1,036 

Major shareholder Dilip Shanghvi & Group (63.7%) 

 
Financial summary (Rs) 
Year to 31 Mar  12E 13E 14E 

Revenue (m) 73,613 93,032 106,692 

Operating profit (m) 20,490 25,524 29,165 

Net profit (m) 22,089 26,944 30,748 

Core EPS 21.327 26.015 29.687 

EPS change (%) 21.7 22.0 14.1 

Daiwa vs Cons. EPS (%) 3.9 6.3 8.9 

PER (x) 22.7 18.6 16.3 

Dividend yield (%) 0.8 1.0 1.2 

DPS 4.000 5.000 6.000 

PBR (x) 4.8 4.0 3.4 

EV/EBITDA (x) 19.8 15.6 13.3 

ROE (%) 23.1 23.5 22.4 

Source: Bloomberg, Daiwa forecasts 
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 Key assumptions 
Year to 31 Mar 2007 2008 2009 2010 2011 2012E 2013E 2014E 

Domestic sales growth YoY (%) 23.7 25.2 34.2 (6.0) 36.9 12.0 18.0 17.5 
Taro Sales growth YoY (%)                               108.4 9.8 3.0 
Export sales growth YoY (%) 39.5 95.7 21.9 (11.3) 61.7 40.8 31.2 13.2 
                                                      
                                                      
                                                      
                                                      
                                                      
                                                      

 

 Profit and loss (Rs m) 
Year to 31 Mar 2007 2008 2009 2010 2011 2012E 2013E 2014E 

Domestic 11,144 13,954 18,733 17,605 24,096 26,994 31,853 37,427 
Export 9,687 18,956 23,101 20,481 33,119 46,619 61,179 69,265 
Others 0 0 0 0 0 0 0 0 
Total revenue 20,831 32,909 41,833 38,086 57,214 73,613 93,032 106,692 
Other income 0 0 0 1,988 0 0 0 0 
COGS (5,767) (7,222) (8,556) (10,977) (14,607) (18,209) (22,328) (25,887) 
SG&A (3,205) (4,280) (8,138) (9,373) (13,319) (15,987) (20,932) (24,006) 
Other op. expenses (5,948) (6,865) (7,733) (7,624) (11,630) (18,927) (24,248) (27,634) 
Operating profit 5,910 14,543 17,407 12,100 17,659 20,490 25,524 29,165 
Net-interest inc./(exp.) 945 1,146 1,217 1,138 1,341 1,488 1,483 1,528 
Assoc/forex/extraord./others 1,301 305 867 904 1,356 2,283 2,400 2,730 
Pre-tax profit 8,157 15,994 19,491 14,142 20,355 24,262 29,408 33,423 
Tax 0 (485) (712) (679) (1,284) (881) (1,176) (1,337) 
Min. int./pref. div./others (314) (640) (602) 48 (910) (1,291) (1,287) (1,339) 
Net profit (reported) 7,843 14,869 18,177 13,511 18,161 22,089 26,944 30,748 
Net profit (adjusted) 7,665 14,869 18,176 13,504 18,158 22,089 26,944 30,748 
EPS (reported) (Rs) 7.572 14.356 17.550 13.045 17.534 21.327 26.015 29.687 
EPS (adjusted) (Rs) 7.400 14.356 17.549 13.038 17.531 21.327 26.015 29.687 
EPS (adjusted fully-diluted) (Rs) 7.400 14.356 17.549 13.038 17.531 21.327 26.015 29.687 
DPS (Rs) 1.350 2.100 2.750 2.750 3.500 4.000 5.000 6.000 
EBIT                 5,910 14,543 17,407 12,100 17,659 20,490 25,524 29,165 
EBITDA                 6,724 15,511 18,640 13,633 19,700 23,164 28,622 32,530 
                                                                      

 

 Cash flow (Rs m) 
Year to 31 Mar 2007 2008 2009 2010 2011 2012E 2013E 2014E 

Profit before tax 8,157 15,994 19,491 14,142 20,355 24,262 29,408 33,423 
Depreciation and amortisation 813 969 1,233 1,533 2,041 2,674 3,098 3,365 
Tax paid (91) (1,288) (1,482) (890) (4,046) (747) (1,028) (1,174) 
Change in working capital (5,358) (7,572) 1,818 (4,675) (533) (4,168) (7,397) (5,236) 
Other operational CF items 178 0 1 7 3 0 0 0 
Cash flow from operations 3,699 8,102 21,060 10,117 17,819 22,021 24,081 30,378 
Capex (1,958) (1,886) (6,390) (2,113) (13,205) (5,013) (5,150) (5,279) 
Net (acquisitions)/disposals 0 0 0 0 0 0 0 0 
Other investing CF items 998 (4,022) (12,030) (12,069) 8,354 (6,943) (6,792) (14,244) 
Cash flow from investing (960) (5,908) (18,420) (14,182) (4,851) (11,956) (11,942) (19,524) 
Change in debt (7,601) (9,722) 353 (77) 2,544 1,064 1,330 1,662 
Net share issues/(repurchases) 38 69 0 0 0 0 0 0 
Dividends paid (1,482) (2,547) (3,332) (3,321) (4,213) (4,847) (6,059) (7,271) 
Other financing CF items 4,785 9,586 3,647 (3,155) 4,592 (1) (1) (1) 
Cash flow from financing (4,260) (2,614) 668 (6,553) 2,923 (3,784) (4,730) (5,609) 
Forex effect/others (999) 4,022 12,030 12,069 (8,383) 6,943 6,792 14,245 
Change in cash (2,519) 3,602 15,338 1,451 7,509 13,225 14,202 19,490 
Free cash flow 1,741 6,216 14,671 8,004 4,615 17,009 18,931 25,099 
          

Source: Company, Daiwa forecasts 
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 Balance sheet (Rs m) 
As at 31 Mar 2007 2008 2009 2010 2011 2012E 2013E 2014E 

Cash & short-term investment 16,345 19,947 35,285 36,737 44,246 57,471 71,672 91,162 
Inventory 6,645 7,728 9,757 10,739 14,794 19,030 24,027 27,565 
Accounts receivable 6,789 14,177 8,811 11,748 11,716 15,071 19,028 21,830 
Other current assets 2,653 5,081 7,425 8,562 11,726 11,827 14,932 17,130 
Total current assets 32,431 46,932 61,278 67,785 82,482 103,399 129,660 157,687 
Fixed assets 10,122 11,040 16,196 16,776 27,940 30,279 32,331 34,245 
Goodwill & intangibles 0 0 0 0 0 0 0 0 
Other non-current assets 293 0 1,907 2,100 5,001 5,001 5,001 5,001 
Total assets 42,846 57,972 79,381 86,661 115,423 138,678 166,991 196,933 
Short-term debt 0 0 0 0 0 0 0 0 
Accounts payable 2,966 3,722 3,767 4,095 9,203 11,839 14,947 17,148 
Other current liabilities 80 2,651 3,431 3,484 5,030 5,919 7,474 8,574 
Total current liabilities 3,046 6,373 7,198 7,579 14,234 17,758 22,421 25,722 
Long-term debt 11,144 1,436 1,789 1,712 4,256 5,320 6,650 8,312 
Other non-current liabilities 1,188 92 1,228 1,209 1,348 1,483 1,631 1,795 
Total liabilities 15,378 7,901 10,215 10,500 19,838 24,561 30,702 35,829 
Share capital 981 1,036 1,036 1,036 1,036 1,036 1,036 1,036 
Reserves/R.E./others 26,050 47,150 66,160 73,193 86,078 103,319 124,204 147,680 
Shareholders' equity 27,031 48,185 67,196 74,229 87,114 104,355 125,240 148,716 
Minority interests                 438 1,886 1,970 1,932 8,472 9,763 11,050 12,388 
Total equity & liabilities  42,846 57,972 79,381 86,661 115,423 138,678 166,991 196,933 
EV 496,944 485,082 470,181 468,614 470,188 459,319 447,734 431,246 
Net debt/(cash)  (5,201) (18,511) (33,496) (35,025) (39,990) (52,151) (65,023) (82,850) 
BVPS  (Rs) 26.085 46.523 64.878 71.668 84.108 101 121 144 

 

 Key ratios (%) 
Year to 31 Mar 2007 2008 2009 2010 2011 2012E 2013E 2014E 

Sales (YoY) 30.5 58.0 27.1 (9.0) 50.2 28.7 26.4 14.7 
EBITDA (YoY) 37.0 130.7 20.2 (26.9) 44.5 17.6 23.6 13.7 
Operating profit (YoY) 37.5 146.1 19.7 (30.5) 45.9 16.0 24.6 14.3 
Net profit (YoY) 33.7 94.0 22.2 (25.7) 34.5 21.7 22.0 14.1 
EPS (YoY) 33.7 94.0 22.2 (25.7) 34.5 21.7 22.0 14.1 
Gross-profit margin 72.3 78.1 79.5 71.2 74.5 75.3 76.0 75.7 
EBITDA margin 32.3 47.1 44.6 35.8 34.4 31.5 30.8 30.5 
Operating-profit margin 28.4 44.2 41.6 31.8 30.9 27.8 27.4 27.3 
ROAE 36.2 39.5 31.5 19.1 22.5 23.1 23.5 22.4 
ROAA 18.7 29.5 26.5 16.3 18.0 17.4 17.6 16.9 
ROCE 15.7 31.8 28.1 16.0 19.6 18.5 19.2 18.5 
ROIC 29.7 51.5 50.3 30.6 35.9 35.8 38.8 39.2 
Net debt to equity net cash net cash net cash net cash net cash net cash net cash net cash 
Effective tax rate 0.0 3.0 3.7 4.8 6.3 3.6 4.0 4.0 
Accounts receivable (days) 91.1 116.3 100.3 98.5 74.8 66.4 66.9 69.9 
Payables (days) 45.9 37.1 32.7 37.7 42.4 52.2 52.5 54.9 
Net interest cover (x) n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. 
Net dividend payout 17.8 14.6 15.7 21.1 20.0 18.8 19.2 20.2 
Source: Company, Daiwa forecasts 

 
 

 Company profile 
Sun Pharmaceutical was founded in 1983 by Dilip Shanghvi to manufacture formulations and bulk drugs. Initially operating a 
single plant at Vapi, Gujarat, it now has 17 manufacturing locations (including three in the US and one in Hungary). It is the 
industry leader in chronic care. Sun has expanded internally and via acquisitions, with an important acquisition being that of 
Caraco.      
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Disclaimer 
This publication is produced by Daiwa Securities Capital Markets Co. Ltd. and/or its non-U.S. affiliates, and distributed by Daiwa Securities Capital Markets Co. Ltd. and/or its non-U.S. 
affiliates, except to the extent expressly provided herein. This publication and the contents hereof are intended for information purposes only, and may be subject to change without further 
notice. 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 Daiwa Securities Capital Markets Co. Ltd. nor any of its respective parent, holding, subsidiaries or affiliates, nor any of its 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 nor, unless expressly provided, any recommendation or investment 
opinion or advice. Any view, recommendation, opinion or advice expressed in this publication may not necessarily reflect those of Daiwa Securities Capital Markets Co. Ltd., 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. 
 
Daiwa Securities Capital Markets Co. Ltd., its parent, holding, subsidiaries or affiliates, or its or their respective directors, officers and employees from time to time have trades as principals, or 
have positions in, or have other interests in the securities of the company under research including 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. 
 
Japan 
Daiwa Securities Capital Markets Co. Ltd and Daiwa Securities Group 
Daiwa Securities Capital Markets Co. Ltd and Daiwa Securities Group: Daiwa Securities Capital Markets Co. Ltd is a subsidiary of Daiwa Securities Group. 
Investment Banking Relationship 

Within the preceding 12 months, The Affiliates of Daiwa Securities Capital Markets Co. Ltd.* has lead-managed public offerings and/or secondary offerings (excluding straight bonds) of the 
securities of the following companies: Patel Engineering (PEC IN); International Taifeng Holdings Limited (873 HK); Sihuan Pharmaceutical Holdings Group Limited (460 HK); Strides 
Arcolab Limited (STR IN); China Metal Resources Holding Limited (8071 HK); China 33 Media Group Limited (8087 HK); Sabana Shari’ah Compliant Industrial Real Estate Investment Trust 
(SSREIT SP); SBI Holdings Inc. (6488 HK); Shunfeng Photovoltaic International Limited (1165 HK). 

*Affiliates of Daiwa Securities Capital Markets Co. Ltd. for the purposes of this section shall mean any one or more of: 
• Daiwa Capital Markets Hong Kong Limited 
• 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 Co. Ltd., Seoul Branch 
 
Hong Kong  
This research is distributed in Hong Kong by Daiwa Capital Markets Hong Kong Limited (“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. 
Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at http://www2.us.daiwacm.com/report_disclosure.html. 
Investment Banking Relationship 
For “Investment Banking Relationship”, please visit BlueMatrix disclosure Link at http://www2.us.daiwacm.com/report_disclosure.html. 
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. 
DHK market making 
DHK may from time to time make a market in securities covered by this research. 
 
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. 
Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at http://www2.us.daiwacm.com/report_disclosure.html. 
 
India 
This research is distributed by Daiwa Capital Markets India Private Limited (DAIWA) which is an intermediary registered with Securities & Exchange Board of India. This report is not to be 
considered as an offer or solicitation for any dealings in securities. While the information in this report has been compiled by DAIWA in good faith from sources believed to be reliable, no 
representation or warranty, express of implied, is made or given as to its accuracy, completeness or correctness. DAIWA its officers, employees, representatives and agents accept no liability 
whatsoever for any loss or damage whether direct, indirect, consequential or otherwise howsoever arising (whether in negligence or otherwise) out of or in connection with or from any use of 
or reliance on the contents of and/or omissions from this document. Consequently DAIWA expressly disclaims any and all liability for, or based on or relating to any such information 
contained in or errors in or omissions in this report. Accordingly, you are recommended to seek your own legal, tax or other advice and should rely solely on your own judgment, review and 
analysis, in evaluating the information in this document. The data contained in this document is subject to change without any prior notice DAIWA reserves its right to modify this report as 
maybe required from time to time. DAIWA is committed to providing independent recommendations to its Clients and would be happy to provide any information in response to any query 
from its Clients. This report is strictly confidential and is being furnished to you solely for your information. The information contained in this document should not be reproduced (in whole or 
in part) or redistributed in any form to any other person. We and our group companies, affiliates, officers, directors and employees may from time to time, have long or short positions, in and 
buy sell the securities thereof, of company(ies) mentioned herein or be engaged in any other transactions involving such securities and earn brokerage or other compensation or act as advisor 
or have the potential conflict of interest with respect to any recommendation and related information or opinion. DAIWA prohibits its analyst and their family members from maintaining a 
financial interest in the securities or derivatives of any companies that the analyst cover. This report is not intended or directed for distribution to, or use by any person, citizen or entity which 
is resident or located in any state or country or jurisdiction where such publication, distribution or use would be contrary to any statutory legislation, or regulation which would require DAIWA 
and its affiliates/ group companies to any registration or licensing requirements. The views expressed in the report accurately reflect the analyst’s personal views about the securities and 
issuers that are subject of the Report, and that no part of the analyst’s compensation was, is or will be directly or indirectly, related to the recommendations or views expressed in the Report. 
This report does not recommend to US recipients the use of Daiwa Capital Markets India Private Limited or any of its non – US affiliates to effect trades in any securities and is not supplied 
with any understanding that US recipients will direct commission business to Daiwa Capital Markets India Private Limited. 
 
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 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. 
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United Kingdom 
This research report is produced by Daiwa Securities Capital Markets Co., Ltd and/or its affiliates and is distributed by Daiwa Capital Markets Europe Limited in the European Union, Iceland, 
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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 
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For “Investment Banking Relationships” please visit BlueMatrix disclosure link at http://www2.us.daiwacm.com/report_disclosure.html.  
DCMA Market Making 
For “DCMA Market Making” please visit BlueMatrix disclosure link at http://www2.us.daiwacm.com/report_disclosure.html. 
Research Analyst Conflicts 
For updates on “Research Analyst Conflicts” please visit BlueMatrix disclosure link at http://www2.us.daiwacm.com/report_disclosure.html. 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 http://www2.us.daiwacm.com/report_disclosure.html. 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. 
The following explains the rating system in the report as compared to relevant local indices, based on the beliefs of the author of the report.  
"1": the security could outperform the local index by more than 15% over the next six months. 
"2": the security is expected to outperform the local index by 5-15% over the next six months. 
"3": the security is expected to perform within 5% of the local index (better or worse) over the next six months. 
"4": the security is expected to underperform the local index by 5-15% over the next six months. 
"5": the security could underperform the local index by more than 15% over the next six months. 
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 Capital Markets 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 Capital Markets Co. Ltd.  
  Financial instruments firm: chief of Kanto Local Finance Bureau (Kin-sho) No.109  
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  Japan Securities Investment Advisers Association 
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