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Exhibit 1. US Housing Prices Are Moving along the Japanese Experience
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Note: per m?, 5-month moving average
Sources: Bloomberg, Real Estate Economic Institute, Japan, S&P, S&P/Case-Shiller® Home Price Indices, as of Jan. 11, 2012




NOMAURA ==

Exhibit 2. US Commercial Real Estate Prices Also Falling to Japanese Levels

(peak = 100)
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Note: Peak of US Prices: Oct. 2007, Peak of Japanese Prices: Sep. 1990.
Source: Nomura Research Institute, based on Moody's/Real Estate Analytics and Japan Real Estate Institute
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Exhibit 3. Drastic Rate Cuts Have Done Little to Revive Employment
or House Prices
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Sources: BOJ, FRB, ECB, BOE and RMB Australia. As of Jan. 11, 2012.
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Exhibit 4. US Economy Is still a Long Way from Previous Peak

(2007=100, Seasonally adjusted) (%, Seasonally adjusted, inverted)
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Sources: US Department of Labor, FRB
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Exhibit 5. Euro-Zone Economy Is still a Long Way from Previous Peak

(Seasonally adjusted, 2005=100) (%, Seasonally adjusted, inverted)
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Exhibit 6. Except in Germany, Industrial Production in Europe

(2005 =100, Seasonally Adjusted)
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Exhibit 7. Drastic Liquidity Injection
Failed to Increase Money Supply (1): US

Consumer Spending
Deflator (core)
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Sources: Board of Governors of the Federal Reserve System, US Department of Commerce
Note: Commercial bank loans and leases, adjustments for discontinuities made by Nomura Research Institute.
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Exhibit 8. Drastic Liquidity Injection
Failed to Increase Money Supply (11): EU
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Exhibit 9. Drastic Liquidity Injection
Failed to Increase Money Supply (111): UK

(Aug. 2008 =100, Seasonally Adjusted)
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Sources: Bank of England, Office for National Statisics, UK

Notes:

1. Reserve Balances data are seasonally unadjusted. 2. Money supply and bank lending data exclude intermmediate

financial institutions.
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Exhibit 10. Drastic Liquidity Injection Failed to
Produce Drastic Increase in Money Supply (1V): Japan
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Note: Bank lending are seasonally adjusted by Nomura Research Institute.
Source: Bank of Japan
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Exhibit 11. Japan’s De-leveraging with Zero Interest Rates
Lasted for 10 Years
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Exhibit 12. Japan’s GDP Grew in spite of Massive Loss of Wealth
and Private Sector De-leveraging
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Exhibit 13. Japanese Government Borrowed and Spent
the Unborrowed Savings of the Private Sector to Sustain GDP
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Source: Ministry of Finance, Japan
Note: FY 2011 includes 4th supplementary budget and FY2012 is initial budget.
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Exhibit 14. Premature Fiscal Reforms in 1997 and 2001 Weakened
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Exhibit 15. US in Balance Sheet Recession: US Private Sector
Increased Savings Massively after the Bubble

Financial Surplus or Deficit by Sector

(as a ratio to nominal GDP, %, quarterly)
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Note: Forthe latest figures, 4 quarter averages ending with 3Q/11"' are used.
Sources: FRB, US Department of Commerce
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Exhibit 16. UK in Balance Sheet Recession: UK Private Sector

Increased Savings Massively after the Bubble
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Exhibit 17. Global Bond Yields® Nearing Japanese Levels
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Exhibit 18. Euro-zone in Balance Sheet Recession: Euro-zone Private Sector
Increased Savings Massively after the Bubble
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Source: ECB
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Exhibit 19. Euro-Zone Bond Yields Are Diverging Sharply
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Exhibit 20. Spain in Balance Sheet Recession: Spanish Private Sector
Increased Savings Massively after the Bubble
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Source: Banco de Espafia
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Exhibit 21. Ireland in Balance Sheet Recession: Irish Private Sector

Increased Savings Massively after the Bubble
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Exhibit 22. Portugal in Balance Sheet Recession: Portuguese Private
Sector Increased Savings Massively after the Bubble

Financial Surplus or Deficit by Sector
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Exhibit 23. Balance Sheet Correction in France Was Minimal
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Exhibit 24. Balance Sheet Correction in Italy Was Minimal

Financial Surplus or Deficit by Sector

(as a ratio to nominal GDP, %, quarterly)
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Exhibit 25. Balance Sheet Correction in Greece Was Minimal

Financial Surplus or Deficit by Sector

(as a ratio to nominal GDP, %, quarterly)
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Exhibit 26. ECB Facing Balance Sheet Recession Can Supply Large
Amounts of Liquidity without Igniting Inflation
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3. Base money's figures of Eurozone are seasonally adjusted by Nomura Research Institute.
Source: Nomura Research Institute, based on FRB, ECB and Bank of England data.
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Exhibit 27. European Banks Are Already on Credit-Crunch Mode

o Lending Attitudes of Euro-zone Banks
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Source: Nomura Research Institute, based on ECB, The Euro Area Bank Lending Survey.

Note: D.l. are calculated from the answers to the question, "Over the past three months, how have your bank's credit standards as
applied to the approval of loans or credit lines to enterprises changed?"

D.l. = ("Tightened considerably" + "Tightened somewhat” X 0.5) - ("Eased somewhat" X 0.5 + "Eased considerably")
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Exhibit 28. Sustaining Fiscal Stimulus in Democracy
during Peacetime Is Difficult
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Exhibit 29. Exit Problem (1): Japanese Corporates
Increased Savings Again After Lehman

(as a ratio to nominal GDP, %)
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Exhibit 30. Exit Problem (11): German Private Sector Refused to
Borrow Money after 1999-2000 Telecom Bubble

(as a ratio to nominal GDP, %)
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Exhibit 31. Exit Problem (I111): U.S. Took 30 Years to Normalize
Interest Rate after 1929 Because of Private Sector Aversion to Debt
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Exhibit 32. Recovery from Lehman Shock Is NOT Recovery from
Balance Sheet Recession
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Source: Nomura Research Institute
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Exhibit 33. Before the Earthquake, Japan Was Running Increasingly
Larger Trade Surpluses even with Strong Yen

Japan’s Trade Balances with Korea, Taiwan and China

(¥ bil. Seasonally adjusted, 3 months moving average) l
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Source: Nomura Research Institute, based on Ministry of Finance, Japan, Trade Statistics
Note: Seasonal adjustments by Nomura Research Institute.

33



1.2

11

1.0

0.9

0.8

0.7

0.6

0.5

0.4

Exhibit 34. Industrial Production Fell to the Level of 1987

after the Earthquake
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