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Strategic Report

Strategic Report

Business overview

The Directors present the Strategic Report of SMBC Nikko
Capital Markets Limited for the year ended 31 March 2025.

The Company is a subsidiary of SMBC and Nikko Tokyo, both
wholly owned subsidiaries of SMFG, a Tokyo-based financial
services holding company. The consolidated subsidiaries and
affiliates of SMFG are together known as SMBC Group. The
SMBC Group offers a broad range of financial services,
including commercial banking, leasing, securities, credit card,
investment, venture capital and other credit-related
businesses.

With the disposal of the Securities business during the year to
its affiliate company, SMBC BI, the Company’s offering is now
primarily limited to provision and marketing of derivatives
hedging solutions to its customer base, largely comprised of
clients of SMBC Group companies. Further information on the
transfer of the Securities business can be found on page 4.

The Company forms part of the SMBC Nikko Group, which at
the year-end comprised the following consolidated legal
entities:

- SMBC Nikko Capital Markets Limited, company
number 02418137, incorporated in England and
Wales. The Company is an IFPRU investment firm
authorised and regulated by the Financial Conduct
Authority (FCA). It is a derivatives specialist providing
hedging solutions to customers, including the
wholesale customers of SMBC Group.

- SMBC Derivative Products Limited (SMBC DP),
company number 02988637, incorporated in
England and Wales, is a wholly owned subsidiary of
the Company. SMBC DP is an IFPRU investment firm,
authorised and regulated by the FCA. It is structured
as a bankruptcy remote derivative products
company and has received a credit rating of Aa
from Moody's Investors Service Inc. and AA- from
Standard & Poor’s Ratings Group. SMBC DP’s
principal activities are the provision of interest rate
and foreign exchange risk hedging products to
customers seeking a highly rated counterparty and
the provision, for a fee, of performance guarantees
with respect to its affiliate.

- SMBC Capital Markets (Asia) Limited (CM Asia),
business registration number 39695688, is
incorporated in Hong Kong and is authorised and
regulated by the Securities and Futures Commission.
CM Asia acts as an agent for the Company and its
affiliated entities in offering customers derivatives
solutions in Asian markets, outside of Japan, and in
Australia.

Review of the year
Business environment

Overall, the financial results for the year were a loss due
to two large exceptional items:

1) Disposal of low Return on Equity (ROE) derivatives
trades; and

2) the cost of discontinuance of development of the
planned Synthetic Prime brokerage business following
a review of the SMBC Group's strategic priorities.

Prior to the Securities business transfer, the Capital Markets
sector performed very strongly especially in the debt primary
issuance with record revenues realised by the Company and
its EU affiliate in its Debt Capital Markets businesses. This was
driven by a benign interest rate environment until the recent
US tariff announcements, helped by healthy appetite from
investors and corporate issuers. On the other hand, despite a
strong Japanese stock market during the year, the flow of
international Initial Public Offerings provided limited
opportunities for the Company to capitalise on.

Secondary trading in Fixed Income performed strongly,
benefitting from a healthy flow of volumes and a stable
credit market. The Securities Financing business continued to
broaden its customer base and saw strong revenue growth.
Equities trading revenues were stable considering limited
new issuance activity. Derivatives business continued to
evolve away from the large one-off transactions to shorter
dated hedging for Corporate and Sponsor clients, managing
to generate sound returns.

With interest rates remaining benign throughout the financial
year, the return on the Company’s equity base has helped the
Corporate Treasury yield a good return.
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Strategic Report continued

Transfer of Securities business

On 7 October 2024, the Company and SMBC BI, successfully
completed a project involving the transfer to SMBC Bl of the
Company'’s Securities business, which comprised its Debt
Capital Markets, Equity Capital Markets, Fixed Income and
Merger & Acquisitions Advisory businesses. The Company
retained its Derivatives business. The Company continued to
provide Fixed Income securities products to a small number
of customers who had not transitioned to SMBC Bl on
completion; these customers have now moved to SMBC Bl or
closed their accounts.

As part of this project, on 1 August 2024 the Company’s
employees transferred to SMBC Bl. Many of these employees
now provide services to the Company through intra-group
Service Level Agreements (SLAs). Certain key senior
employees and other employees who are dedicated to the
ongoing Derivatives business of the Company are seconded
back to the Company. In addition, as part of this project, on
30 December 2024 the Company’s branch in the Abu Dhabi
Global Market (ADGM) was closed, having been replaced by
an ADGM branch of SMBC BI.

Asset sale

Following a review of mid- to long-term profitability targets,
SMBC EMEA management identified a portfolio of project
finance loans and their loan-linked hedges as assets suitable for
sale. Certain of those hedges were booked in the Company and
these hedges were transferred synthetically on completion;
novation of hedging instruments continues and is expected to
complete by the end of the financial year ending 31 March 2026.

The disposal of the loans and hedges has taken the form of a
bulk portfolio sale to a single purchaser and additional
bilateral sales to a number of financial institutions.

Sale of SMBC Capital Markets (Asia) Limited

Both the Company and its minority parent Nikko Tokyo are
wholly owned subsidiaries within the SMBC Group. Aligning
with the SMBC Group’s goal of simplifying its global
derivatives offering, the Company has decided to sell its
wholly owned subsidiary SMBC Capital Markets (Asia) Limited
to Nikko Tokyo. The transaction is expected to complete
during the financial year ending 31 March 2026.
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Strategic Report continued

Results

Key performance indicators

The Board and management use a range of financial and non-financial key performance indicators (KPIs) to help them
understand how the Company is performing and to monitor its compliance with regulatory requirements. Set out below are the
key KPIs used.

Financial KPIs

Return on equity 2025 2024
Loss after tax of USD 22.3 million (2024: profit of USD 6.4 million) divided by the average equity

in the year of USD 1,869.5 million (2024: USD 1,873.7 million). (1.2%) 0.3%
Own funds ratio % %
Total own funds of USD 1,826.9 million (2024: USD 1,832.2 million) divided by Investment Firms Prudential

Regime (IFPR) own funds requirement of USD 136.9 million (2024: USD 285.9 million) 1,334.5 640.8
Cost income ratio % %
Net operating expenses of USD 153.3 million (2024: USD 188.8 million) divided by total income of USD 149.1

million (2024: USD 209.7 million) 102.8 90.0
Net profit USDm Usbm
(Loss)/profit after tax (22.3) 6.4
Gross income USDm Usbm
Total income 149.1 209.7
Total assets USDm USDm
Total assets 15,903.6 31,9473

Non-financial performance KPIs

—  Carbon emissions — page 25
- Supplier payment periods — page 33

Looking ahead

The Company’s strategy and business model are now focused solely on the provision and marketing of derivatives hedging
solutions to its customer base. The Board of Directors continues to regularly review the Company’s strategic direction to ensure
alignment with its role and positioning within the wider SMBC Group and the Company remains committed to delivering long-
term value to its stakeholders.
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Strategic Report

Strategic Report continued

Risk management

Principal and emerging risks and uncertainties
at 31 March 2025

Macroeconomic and geopolitical risk

The current business outlook and global macroeconomic
environment is characterised by significant uncertainty and
volatility that presents a unique mix of challenges and
opportunities. Ongoing geopolitical risks remain elevated,
including the new US administration’s tariff policy and
resulting impacts on global markets. Additionally, the
ongoing tensions in Russia and Ukraine, the Middle East, Asia,
Taiwan and the Korean peninsula are adding to the
uncertainty with likely impacts on global trade, inflationary
pressures and investment flows.

The Company will continue to monitor the market situation
amid the potential for further volatility and deterioration in
the credit cycle. The Company manages its positions through
careful monitoring, netting agreements with counterparties
and the receipt of cash collateral, and should therefore be in a
strong position to manage this situation. Nonetheless, the
Company will continue to remain vigilant during this period.

Liquidity risk will remain an area that all market participants
will endeavour to manage carefully. The Company is exposed
to liquidity risk primarily through the exchange of collateral
under its derivative contracts. This source of liquidity risk has
been (and will likely continue to be) impacted by market
volatility, and as such requires prudent management.

The Company operates a comprehensive liquidity risk
management framework which is monitored by risk
management and supported by Treasury and Front Offices.
The Company considers that its current liquid resources

and monitoring framework will be sufficient to manage

this uncertainty.

Risk management overview

Risk overview

The Board is responsible for setting the Risk Appetite
Statement annually and for establishing a framework of
controls that enables risk to be managed and assessed in line
with its Appetite. The Risk Appetite is developed alongside
the corporate strategy and embedded within capital and
liquidity planning, including the annual Internal Capital
Adequacy and Risk Assessment (ICARA) document, Capital
Adequacy Risk Appetite Threshold, Recovery Plan and Solvent
Wind Down Plan, all of which were approved by the Board in
the year. The Board delegates the ongoing monitoring of the
effectiveness of risk management and internal controls to the
Board Audit and Risk Committee and the Executive
Committee and receives regular reports from those
Committees on the work undertaken.

Audit and Risk Committee (ARC): The Committee was
established in January 2025 and took over the responsibilities of
the Board Risk and Compliance Committee (BRCC) and the Audit
Committee, both of which were subsequently dissolved. In the
year, the ARC (and prior to January 2025, the BRCC or Audit
Committee) has:

- reviewed and challenged the status of risk against
risk appetite, the principal and emerging risks faced
by the Company and how risk is being managed.
These reviews have been supplemented by reviews
in key areas of focus, including Credit Risk (including
restructuring risk), Operational Resilience, Third Party
Risk Management, and Environmental, Social and
Governance (ESG) Risk;

- assessed the effectiveness of internal financial
controls and considered the results of external audit
findings. It has also considered the results of internal
audits, which address the design and
implementation of risk controls in each audited
entity, and continues to monitor the work on
improvements identified in the course of
these audits.
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Strategic Report continued

The ARC has also:

- considered the results of, and management
response to, the Compliance Monitoring Review
activity, which provides assurance on compliance
with relevant laws; and

- reviewed trends in whistleblowing reports received
to understand the insights these provide into
possible areas of risk within the Company.

Activities to enhance internal controls and risk management
arrangements where these have been identified, including
through internal audit activity, have been overseen by

the ARC.

Further information on the ARC can be found on page 18.

Executive Committee: The Executive Committee has
responsibility for the day-to-day monitoring and
management of Company-wide risks, emerging risks and key
risk indicators. In the year, the Executive Committee assessed
the effectiveness of controls and the implementation of risk
mitigation plans, where necessary.

Financial Statements
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Strategic Report continued

Risk classification

The way in which the Company classifies the risks and uncertainties it faces are set out below.

Type Description

Credit and Credit risk is the risk of any losses to the
counterparty Company arising from any credit events
credit caused by a third party’s inability or

unwillingness to meet its obligations
as they fall due.

Residual/restructuring risk: The risk that
recognised risk measurement and
mitigation techniques prove less effective
than expected, e.g., guarantees proving
ineffective in certain events (restructuring).

Counterparty credit risk is the risk that the
counterparty to a transaction could default
before the final settlement of the
transaction’s cash flows.

How risks are managed

Credit risk mitigation is a high priority for the Group’s
management and a variety of measures are employed
to mitigate this risk, including:

- collateral and netting agreements are both
used to mitigate credit and liquidity risks.
Collateral is predominantly in the form of cash,
mainly in major currencies, and securities
collateral is mostly high grade government
bonds;

- scenario analysis and stress testing;

—  parent guarantees purchased by the Group to
cover specifically identified counterparty credit
risk; and

— strict credit control procedures and limits
monitoring to ensure front office departments
incorporate a comprehensive credit assessment
in their approach to pricing.

Liquidity The risk that the Company cannot meet its
liabilities, unwind or settle its positions as
they become due.

Liquidity risk is mitigated by holding cash and highly
liquid securities, including a liquid asset buffer of high
quality, unencumbered assets, to cover any unexpected
cash outflows.

The Group measures and maintains liquidity ratios in
accordance with the Individual Liquidity Guidance set
by the FCA and the Group's risk appetite.
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Strategic Report continued

Financial Statements

Type Description How risks are managed
Market The risk of financial loss or damage to The Company has low market risk limits for its derivative
the Company’s financial position caused by business, which is predominantly undertaken on the
changes to market prices and other basis that the market risk arising from customer trades
market values. is hedged either with an SMBC Group company (CM Inc)
Market risk is directly impacted by the ora market-counterp'arty., which 'substantially mitigates
N T ) market risk in the derivatives business.
volatility and liquidity in the markets in
which the related underlying assets are Market risk otherwise arises in both the primary
traded. As the instruments are recognised at  underwriting activity and the secondary securities held
fair value, those changes directly affect for market-making purposes. It is mitigated through the
reported income. monitoring and enforcing of overall Value at Risk limits
at a portfolio level as well as position limits and
management of inventory holding periods. Market
risk limits are reviewed regularly and are approved
annually by the Board and are set out in
the Group’s Risk Appetite Statement.
Conduct The risk of the Company’s actions, inactions ~ The Company assesses its conduct and culture
or behaviour resulting in poor outcomes for  against its Culture Statements using a suite of targeted
its customers and stakeholders, damaging metrics.
the integrity of the financial markets or
undermining effective competition.
Operational The risk of loss resulting from inadequate Operational risk is managed with a view to maximising

or failed internal processes, people
and systems, or from external events,
including legal risks. There is also an
increasing regulatory and Company
focus on operational resilience.

As a result of the Group's activities, it
assumes other potential risk impacts
such as reputational, conduct and others,
which it manages within the overall
policy framework.

resilience and continuity whilst maintaining acceptable
levels of residual risk.

Example key indicators used to monitor, measure and
report operational risk include operational risk losses and
an operational risk profile score underpinned by diverse
operational risk indicators.
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Strategic Report continued

Type

Outsourcing

Description

Outsourcing is an arrangement between a
firm and a service provider by which that
service provider performs a service or
function that the firm would otherwise
perform as part of its normal course of

business. Third party risk is the potential for

losses due to a third parties' poor
performance or inability to continue the
outsourced services.

How risks are managed

Outsourcing is managed through the Third-Party

Risk Management Framework which is operated by SMBC
Bl and upon which SMBC Nikko places reliance. The
Framework includes: Planning, Risk Assessment, Due
Diligence (which form part of the onboarding process) and
Contract Management through the process of SLASs,
Ongoing Monitoring and Exit/Termination. Insufficient
governance and oversight remain the main drivers of
outsourcing enforcement actions in the industry, and to
this end, the Company’s Outsourcing Oversight Committee
remains an essential governance oversight forum.

Cyber The risk of cyber-attack which can result The Company has implemented technical and
in wide-ranging impacts from information procedural controls at multiple levels to detect, prevent,
theft to unavailability of systems and and respond to potential threats and anomalous
services. Any cyber-attack may result in loss  behaviour. Any incidents are escalated through the
of customer confidence, damage to the Company’s incident management process, which is
Company’s reputation, financial loss tested regularly. All staff receive comprehensive security
(including recovery costs and increased awareness training and participate in regular simulated
costs of working) and possible regulatory phishing campaigns. A number of themes related to
penalties or intervention. cyber events also feature in the Company’s operational
risk scenario exercise and are reflected in the operational
risk capital assessment.
Model The potential loss resulting from errors in Model Risk is managed through a comprehensive Model

the development, implementation or use
of internal models.

Risk Management Framework covering eight key
dimensions. These include Governance Structure, Model
Inventory, Identification, and Tiering, and the Model
Lifecycle. Additionally, the framework includes Ongoing
Periodic Assessment, a Post-Model Adjustments
Framework, and a Model Risk Appetite Framework.

Sustainability,
including
climate change

Sustainability risk is defined as a
crosscutting risk that can manifest across
all traditional risk types. Sustainability risk
results from ESG factors, issues, events

or conditions that have the potential

to substantially impact (financially,

reputationally or physically) SMBC Group, its
clients, the environment and/or society. This

risk can manifest itself across all risk types.

Management of these risks is articulated in the
Sustainability Risk Management Framework.
The Framework aligns to business strategy and
follows the Identify, Measure, Monitor, Manage
and Report (IMMMR) approach.
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Strategic Report continued

Type Description How risks are managed

Reputational The risk of current and prospective impact The EMEA Reputational Risk Committee was established
on earnings and capital arising from in the year as a standalone committee to oversee events
litigation or a decline in customer base that could present reputational risks for SMBC across
from negative public opinion regarding EMEA. The Committee continues to assess the
the Company’s business practices, reputational risks of clients and transactions, whilst
and therefore negatively impacting the extending governance oversight of legal, people, and
ability to establish new relationships or communication and media matters. Further
continue serving existing relationships. enhancements to the Reputational Risk Framework and

governance are planned over the coming year.

Other non- As a result of the Company’s activities, other A number of appropriate approaches are used
financial non-financial risk assumes other potential to manage other non-financial risks.

risk impacts such as reputational, conduct

and others which it manages within the

overall policy framework.
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Strategic Report continued

Risk strategy and risk appetite

The Company’s risk strategy is designed to support the
corporate strategy and the achievement of sustainable
growth over the long term. The risk strategy comprises four
pillars, being the foundations upon which the Company seeks
to achieve its strategic objectives:

- Business model
Achieve sustainable business growth and manage
earnings volatility by prudent risk taking and
appropriate pricing of risk.

— Maintaining solvency and liquidity
Maintain capital and liquidity resources in surplus
over business needs and regulatory requirements.

—  Conducting business
Adhere to the letter and spirit of all applicable legal
and regulatory requirements and ensure that actions
(or failure to act) do not cause an adverse outcome
for the Company, its customers, suppliers and other
key stakeholders.

- Managing operational risk & resilience
Maintain an operational risk framework comprised of
people, processes and systems to a high standard in
order to ensure resilience against both internal and
external operational disruptions.

Segregation of duties: Roles and
responsibilities in the management of risk
Three Lines of Defence

First Line of Defence

Senior management in the first Line of Defence are
responsible for each of the risks and controls that fall
within their area of responsibility and are responsible for
ensuring that appropriate controls are in place to mitigate the
risks. Each department operates within the risk appetite
threshold in the context of its own strategy, taking into
account the overall risk management framework and
corporate strategy.

Second Line of Defence

The Risk Management Department, Compliance Department
and Credit Department are collectively the Company’s
second Line of Defence. These departments are independent
from the business areas that generate risk and operate within
a governance framework that allows them to exercise
professional judgement and make recommendations in an
effective and impartial manner.

Risk Management Department (RMD) supervises all major
risks to which the Company is, or could potentially be,
exposed and assists the business in identifying risk and
developing frameworks to manage, monitor and control
those risks. RMD also oversees the risk appetite and owns the
policy framework, limits and guidelines for Credit, Market,
Liquidity, Sustainability risk, and certain Operational risks,
including Reputational risk.

Compliance Department are responsible for the formation
and execution of Company-wide compliance risk strategies
and policies that are consistent with the Risk Appetite
measures and business strategy in the areas of financial crime,
conduct risk and regulatory change and therefore

is responsible for overseeing that the Company maintains
external and internal regulatory compliance in accordance
with the policies, rules and regulations for financial crime and
conduct as set out by the FCA, the Company and the SMBC
Group.

Credit Department (CD) are responsible for assessment and
approval of individual credit transactions/decisions against
the Company’s risk appetite framework. CD are also
responsible for ongoing management of credit exposures
including special credits and self-assessment and impairment
provisioning.

Third Line of Defence

Audit Department are the third Line of Defence and
comprises an Internal Audit Group and a Credit Review
Group. The objective of Internal Audit is to provide reasonable
assurance to the Board, management and other stakeholders
that an effective internal control environment has been
established to protect the Firm’s assets, reputation and
sustainability. To achieve this objective, the Internal Audit
Group conducts audits and provides related services using a
risk-based approach and through meeting the Global
Institute of Internal Auditors Standards and following the
Guidance on Effective Internal Audit in the Financial Services
Sector issued by the Chartered Institute of Internal Auditors.
Audit Department acts independently of the Firm’s business
units. The two Co-General Managers of Audit Department
report to the ARC at its quarterly meetings.
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Strategic Report continued

Executive-level risk and control committees

Risk Management Steering Committee

Provides governance, challenge, and technical and

strategic support for the risk management of the business.
The Committee reports into the ARC covering relevant

risk management information (for instance market,

credit, liquidity, operational and conduct risk), reporting

of performance against Risk Appetite (and escalation where
relevant) and reporting of relevant policies for ARC approval.

Asset & Liability Management Committee

Considers market and liquidity risk management and asset
and liability management issues, discussing operations and
funding policy (including the long-term funding strategy)
and reporting on risk appetite, monitoring limits, guidelines
and compliance with regulatory requirements.

Compliance & Financial Crime Committee

Assesses the robustness of the local compliance
management framework, discusses material local compliance
matters and reviews the progress of the implementation of
local initiatives, which cover key and emerging risks arising
from, or significant issues relating to, regulatory affairs,
governance, conduct, financial crime, and monitoring and
surveillance.

Credit and Counterparty Credit Risk Committee
Responsible for discussing a range of credit issues, including
consideration of credit and counterparty credit risk key risk
indicators (KRIs), portfolio analysis, sector analysis and asset
allocation, as well as credit risk appetite. It also reviews
matters such as business origination guidelines and issues
arising from the ongoing credit review activity performed by
Audit Department’s Credit Review Group.

EMEA Reputational Risk Committee

Responsible for overseeing the reputation of the Company as
well as promoting and monitoring the effective management
of reputational risk across the Company. Matters discussed
include reputational risk management issues, including the
oversight and governance processes, as well as reviewing and
decision-making on country and sector and
customer/business-specific reputational risk appetite
positions.

Financial Statements

Enterprise Risk Management Committee

This Committee has the dual purpose of: (i) coverage of
specific Enterprise Risk Management matters, such as
examining the governance processes, assumptions and
results related to the internal capital adequacy assessment
process and internal liquidity adequacy assessment process,
recovery and resolution planning, risk appetite and regulatory
horizon scanning; and (i) acting as an overarching risk
management committee through which it considers risk
matters in aggregation.

Finance Committee

Provides control, governance, transparency and challenge
around finance matters. Key matters overseen and considered
by the Committee are financial and non-financial reporting,
external audit, regulatory reporting and taxation.

Market Risk Committee

Responsible for considering matters related to market risk
management, including issues arising in relation to the
Market Risk Management Policy, effectiveness of risk
mitigation measures, identifying risks and emerging risks, and
evaluating market risk requlatory developments.

Model Risk Committee

Examines and discusses matters relating to model risk
management. The subjects discussed include issues arising in
relation to the overall governance of the Model Risk
Management Framework and relevant elements, such as
mitigation measures, monitoring principal and emerging
model risks, and reporting and regulatory matters.

Operational Risk and Resilience Committee

Examines and discusses matters related to general risk
management issues. The subjects discussed include risk
issues arising in relation to the overall risk management
framewaork, the risks arising from the implementation of new
products and services, outsourcing oversight, and the
operational risk management framework and elements
thereof, such as information systems issues, information
security matters, compliance and regulatory matters and
Internal Audit findings.
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Strategic Report continued

Sustainability Risk Management Committee

Examines and discusses matters related to developing
effective sustainability risk management through a
Sustainability Risk Framework integrated across the business
in EMEA. It also reviews matters such as Sustainability Risk
Appetite, data and tools, Risk Appetite Framework monitoring
and KRl thresholds.

Technology & Cyber Resilience Steering Committee
Examines and discusses matters relating to information
security/cyber and [T risk, including strategy, continuous
improvement, external landscape and threat actors, control
assurance, known issues and audit remediation. The
Committee also approves as required key changes and
programme deliverables that may impact the Company’s
technology or cyber risk profile.

Risk Management Framework

The Company maintains a Risk Management Framework
which sets out the overarching principles and information for
the key areas of risks. The Company understands the
importance of establishing and embedding a robust risk
management culture across the Company. Therefore, the
Framework is designed to ensure that effective risk
governance and management is in place across all

business activities.

The Framework can be described through seven key
components, each outlined below and described in more
detail in subsequent sections:

- Risk governance structure — who is responsible for
the Company’s risk management and what
authorities are given.

- Risk identification and assessment — what risks
the Company faces and how important each risk is.

- Risk strategy and Risk appetite — what level of risk
(for each risk type and on an aggregate basis) the
Company is prepared to take in the pursuit of
strategic objectives of the Company.

- Risk measurement — how risks are individually
and collectively measured and recognised.

- Risk monitoring and reporting — how risks are
monitored, controlled and reported to the Board,
executive management and business owners.

- Stress testing — scenario analysis of potential
downside risks.

- Capital, liquidity and funding planning and
management - how the Company’s capital and
liquidity resources should be managed.

Risk identification and assessment
The key principles used for risk identification and assessment
are to:

- identify the major risks that could impact the
Company’s long-term sustainability;

- assess the likelihood and impact of the risks
materialising; and

- assess the robustness of the controls that mitigate
the risks.

The Company has several key processes to ensure its risks are
identified and assessed, including:

Enterprise risks:
- Top and Emerging risks
- Risk Register.

Operational/conduct risk:
- Scenario analysis
—  Product Approval Framework
- Risk Register
- Operational Risk Event reporting
- RiskIssue reporting
- Early Warning Indicators (EWIs) and KRIs
- Third Party Risk Management
- External Events and Emerging risks
- Post-Implementation Project Impact Assessments.

Credit/market/liquidity risk:

EWIs and KRIs

- Scenario analysis and stress testing

—  Reverse stress testing

Sustainability risk, including climate change.

|

|

Risk measurement
The key principles for risk measurement and monitoring
are to:

- measure risk exposure by loss modelling, enterprise-
level KRIs and scenarios;

- provide capital methodology and implementation;

- facilitate senior management understanding of the
severity of the risk;

- ensure appropriate reporting to the Board, Audit &
Risk Committee and Executive Committee of
inherent and post mitigation risk via KRIs to facilitate
any mitigation and/or changes to the risk appetite;
and

- maintain a record of accepted risks.
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Strategic Report continued

Risk monitoring and reporting
The key principles for risk reporting and escalation are
as follows:

- Ensuring that senior management is provided with
the necessary information regarding the Company’s
principal risks so that an informed view of the
Company’s risk profile can be made.

- Ensuring that all material risks are reported and
deliver a complete view of the whole range of risks
facing the Company.

- The principal risks facing the Company are reported
at the appropriate Risk and Control Committee
meetings. These Committees have responsibility for
the principal risk categories and related risk
management matters.

—  Delivering a Risk Report that incorporates key risk
themes to the Executive Committee each month.

Stress testing and scenario analysis

Stress testing and scenario analysis are used across the
principal risks to ensure that the Company can adequately
understand and quantify risks not only as they currently exist,
but as they might develop in times of stress.

Capital, liquidity and funding planning and management
The Company’s capital and liquidity planning is made
possible only with a clearly defined risk appetite, a full set of
identified risks and effective stress testing. The annual process
for budgeting entity-level capital and liquidity needs is part of
the ICARA work, which takes place in conjunction with the
annual business planning processes.

The Board sets out financial targets and defines financial
resource capacity and limits. Resources are then allocated to
each business taking into consideration the required return,
expected capital usage and strategic importance of each
business.

Financial Statements

The Risk Management Department and Finance Department
are responsible for monitoring compliance with agreed
solvency and liquidity limits to ensure targets are met.

This monitoring includes the following:

- Intra-day monitoring of settlement accounts.

- Daily monitoring of early warning indicator
dashboard.

- Daily monitoring of flash liquidity position.

- Weekly calculation of stressed liquidity requirements
and regulatory ratios.

- Weekly calculation of solvency ratio to ensure the
Group and other UK regulated entities remain above
regulatory requirements.

- Periodic analysis of the required capital changes in
conjunction with relevant market or any other
factors such as interest rates, FX rates and credit
spreads that have a material impact on the required
capital.

- Incorporation of any regulatory changes which
impact capital requirements.

- Monthly reports to the Risk Management Steering
Committee to discuss regulatory capital usage and
related business developments.
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Governance

The Board of Directors

The Directors who were in office at the date of signing the financial statements and their Committee appointments are set

out below.
Committees
Name Board of Directors Audit & Risk Nominations Remuneration
Non-executive Directors
James Garvey C M C C
Maria Turner M C — M
Bungo Miura M M M M
Hideo Kawafune M M M M

Executive Directors

Antony Yates

L

Mehul Desai

C: Chair of Board or Committee

M: Member of Board or Committee

A list of changes to the Board in the year can be found in the Directors Report on page 36.

Board and Committees
Board of Directors

The Board of Directors sets the Company’s purpose, strategic
direction and risk appetite and is the ultimate decision-
making body for matters of strategic, financial, regulatory or
risk significance.

The Board has delegated certain of its responsibilities to

its Committees, which provide advice to the Board and
recommend matters to it for approval as required under their
terms of reference. The Board is responsible for appointing
the Chairs of the Committees; with the Nominations
Committee responsible for reviewing membership of
Committees in consultation with the Committee Chair and
recommending any Committee membership changes to the
Board for approval.

The matters reserved for the Board and Committees and their
terms of reference are reviewed regularly to ensure they
reflect current practice and to maximise effectiveness.

To maintain independence, no executive Directors are
members of the Board Committees. The Committees

also hold meetings as required in the absence of members

of the executive.

Executive-level meetings

At an executive level, the CEO chairs the Executive
Committee, which is a monthly meeting attended by
members of the senior management team and is responsible
for overseeing the execution of the strategy and the overall
management of the Company’s business activities. The non-
executive Directors receive a copy of the papers and minutes
of meetings. Examples of the activities undertaken by the
Executive Committee in the year can be found throughout
this report.

The Executive Committee is supported by a framework of risk
and control committees, which are responsible for
considering specific areas of risk. These committees report
and escalate matters, as appropriate, to the Executive
Committee, and to the relevant Board Committee.

Further information on the responsibilities of the Board
Committees and their principal activities in the year can
be found as referenced below.
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Governance continued

Committee structure

Board of Directors

T

Audit & Risk
Committee

Board activities

1 1 )

Nominations Remuneration Chief Executive
Committee Committee Officer

Executive
Committee

Executive-level Risk and Control Committees

During the year, the Board met six times, considered several matters for approval by written resolution, and additionally
conducted a series of joint discussions with the Board of SMBC Bl in the first half of the year in preparation for the transfer of the
securities and employees to SMBC BI. The Directors have also received briefings and participated in facilitated discussions on

a range of key topics. The Chairs of the Board and Committees have also received individual briefings on matters relevant to

their responsibilities.

The table below sets out an overview of the key areas of focus for the Board in the year.

Responsibility in terms

of reference

Areas of focus

Strategy and business

Development of the corporate strategy in the year in response to changes in the
macroeconomic and business environment. The full year strategy was also approved
based on discussions held at the Strategy Day and the Board reviews undertaken

in the year.

Regular oversight of preparations for the transfer of the Securities business and
employees to SMBC Bl, and associated considerations for the Company’s business
strategy and ongoing operations.

Reviewing the status of significant project and change activity.

Consideration of business performance and drivers of performance.

Receiving reports on new products.

Financial

Approval of the annual report and accounts, IFPR disclosures and the UK Tax Strategy.
Business performance.
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Governance continued

Responsibility in terms Areas of focus

of reference

Risk management - Approval of the ICARA documents, including recovery and resolution documentation.
and internal controls - Deep dives into compliance frameworks and consideration of further enhancements,
including challenge and discussion of the time allocation of relevant staff, including
senior management functions.
- Approval of key regulatory compliance items, including the Statement of Compliance
with the UK Modern Slavery Act, and the EMEA Anti-Bribery and Corruption Statement.

Governance —  Receiving updates on the Company’s subsidiary, SMBC DP.
- Approval of strategic plans for the Company’s branch in ADGM.
- Approval of the establishment of the ARC; and the wind-down of the BRCC and
Audit Committee.

People - Approval of senior management appointments.
- Considering and approving diversity and inclusion initiatives.
- Received updates on People and Talent Management programmes.

Sustainability - Considered the challenges and opportunities associated with climate
change developments, including sustainable finance and anti-greenwashing measures,
and SMBC Group's net zero strategy.

Stakeholders - Key members of the Board met with the FCA to discuss the content of the annual
periodic summary meeting letter and firm evaluation letter.
- Update on SMBC Group's Corporate Social Responsibility (CSR) initiatives.

Board Committees - the oversight of internal financial controls, tax and
The responsibilities of the Board Committees are set whistleblowing.

out below, and information on some of their activities in the
year can be found throughout the Strategic Report. The
membership of the Committees is set out on page 16.
Meetings are also attended by relevant executive
management on the invitation of the Chair.

The ARC is also the key governance body which oversees the
relationship with the external auditor and safeguards the
independence of the Internal Audit function.

Audit & Risk Committee
The ARC's responsibilities include:

- the oversight of risk management processes
and reporting, including consideration of key
and emerging risks, as well as processes for the
annual completion of the ICARA and supporting
documentation including recovery and
resolution plans;

- oversight of regulatory reporting matters and
ensuring compliance with regulatory expectations;

- considering matters related to the preparation
and audit of the annual report and financial
statements; and
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Governance continued

Nominations Committee

The Nominations Committee is responsible for assessing and
recommending candidates to the Board to fill Board, Senior
Manager Function and certain other senior executive
management-level vacancies. The Committee is also
responsible for matters related to Board and Board
Committee composition, performance and skills, and for
reviewing Board and senior management succession plans.

Remuneration Committee

The Remuneration Committee is responsible for overseeing
the development and implementation of the Company’s
remuneration policies and practices, which includes specific
responsibility for recommending the Remuneration Policy to
the Board for approval. The Committee also considers other
significant remuneration and human resource matters, such
as approval of remuneration for Material Risk Takers and the
bonus fund calculation.

Financial Statements
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Section 172(1) Statement

The Directors are committed to discharging their responsibilities under section 172(1) of the Companies Act 2006 to act in the
way he/she considers, in good faith, would be most likely to promote the success of the Company for the benefit of its
members as a whole, and in doing so have regard to the factors shown in section 172(1) (a) to (f). This section forms the
statement required under section 414CZA of the Companies Act 2006.

The Board recognises that the Company’s success is dependent on its stakeholders and that the Company’s activities impact

its stakeholders in various ways. When presenting to the Board and its Committees, members of management are required

to identify in supporting documentation the stakeholder groups relevant to the item, with approval items also requiring
confirmation of the section 172(1) factors, which are then considered by the Directors in their discussions and decision-making.

Information on how in the year the Directors have had regard to these factors when performing their duty under section 172(1)
can be found throughout the Strategic Report, with key references indicated below.

Further information

Section 172(1) factor

(a) likely consequences
of any decision in the
long term

During the year, the Board monitored business achievements and ongoing activities to ensure progress
against the Medium-Term Business Plan. The Medium-Term Business Plan, together with the Board-
approved ICARA documents, are prepared on a three-year time horizon.

In the year, the Board considered the implications of the decisions taken in connection with the securities
and employee transfers, for the Company itself, the impacted employees, the wider business in EMEA and
the long-term goals set out in the Group’'s global strategy.

Further information on the linkage between strategy and culture and values can be found on page 22.

(b) interests of employees

The Company no longer has any employees but does receive services from individuals seconded to it and
through employees employed by SMBC BI.

Further information can be found on page 32.

(c) need to foster business

relationships with
suppliers, customers
and others

Suppliers and customers are identified as key stakeholder groups. Information on how the Company has
interacted with these groups can be found on pages 30 and 33.

(d) impact of the
company’s operations
on the community and
the environment

The creation of social value is a key part of the SMBC Group’s sustainability objectives. The Board monitors
the progress of its CSR strategy, and further information on the SMBC Group’s community activities can be
found on page 23.

Information on the way in which the Company monitors the risks and opportunities arising from climate
change can be found on page 10.

(e) desirability of the
company maintaining
a reputation for

high standards of
business conduct

The Board recognises the need for the Company to exercise high standards of business conduct. Oversight
of conduct is exercised primarily through the ARC and the Executive Committee, and information on how
they do so is set out on page 26.

(f) need to act fairly as
between members of
the company

As the Company is a subsidiary of SMBC and Nikko Tokyo, the need to act fairly as between members of the
company is less relevant to the Directors' discussions than the other section 172(1) matters.

There is close collaboration with SMBC and other member companies of SMBC Group to progress the SMBC
Group’s overall Mission and Vision.

Further information can be found on page 34.
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Sustainability and social value

SMBC's Group Mission, shared by the Company, includes contributing to a sustainable society by addressing environmental and
social issues. Central to this is the concept of social value creation through which the Group seeks to balance economic growth
with the resolution of social issues to achieve fulfilled growth'for the benefit of wider society.

Sustainability strategy

SMBC Group defines sustainability as the creation of ‘a society in which today’s generation can enjoy economic prosperity and
wellbeing and pass it on to future generations. The Company seeks to support the Group’s vision of sustainability through its
regional sustainability strategy, which is based on four pillars:

Our Customers Our Solutions

Support customers in their journey to sustainability Be recognised as a leading provider of green and sustainable
finance solutions

Our Business Our Impact
Embed sustainability risk management in our culture, risk Pursue long-term economic growth through social value
appetite and all aspects of our business creation for stakeholders

Further information on the Company’s sustainability and social value initiatives can be found below.

Section Topics Pages
Environment - Sustainability strategy: Our Customers 22

- Sustainability strategy: Our Solutions 22

- Sustainability strategy: Our Impact 22

Social, people and communities - Human rights and modern slavery 22

- People and culture 22

- Communities 23

Operations, compliance and - Sustainability strategy: Our Business 24
prevention of financial crime - Compliance policy and prevention of financial 24

crime
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Sustainability and social value continued

Environment

Sustainability strategy: Our Customers -

support customers in their journey to sustainability
Given the Company’s key client sectors and supported
markets, it is exposed to businesses that are natural resources
intensive and markets that are at varying stages of regulating
environmental and social standards. The Company believes
that the most direct means of assisting clients to meet their
sustainability goals is by using its long-standing client
relationships to help identify their most material
sustainability-related issues and opportunities, share insights
on sector strategies and leading practice, and offer financing
and advisory services for firms to invest in their performance.

Sustainability strategy: Our Solutions - recognised

as a leading provider of green and sustainable

finance solutions

The Company has put in place procedures, employee training
and a governance process to facilitate ESG-labelled
transactions that are aligned to market standards.

Social, people and communities
Sustainability strategy: Our Impact - pursue long-
term economic growth through social value creation
for stakeholders
SMBC Group’s current Medium-Term Business Plan
emphasises the Group’s commitment to pursuing economic
value and creating social value.

Human rights and modern slavery

During the year, the Board reviewed and approved the
Company’s Slavery and Human Trafficking Statement, and this
has been signed by the CEO on behalf of the Board and is
available on the Company’s website.

People and culture

The Company recognises that equity, fairess and
transparency are key to enabling our colleagues to be their
most authentic selves at work. The Company now has no
employees, and therefore people and culture initiatives are
progressed by SMBC BI. Further information on this can be
found in the annual report of that company. The activities
undertaken by the Board and its Committees to oversee and
contribute to such initiatives can be found in the Stakeholder
Engagement section on page 30.

Diversity, Equity and Inclusion (DEI) strategy

During 2024, the Company and SMBC Bl launched a new DEl
strategy following consultation with the Board, Executive
Committee, Diversity & Inclusion Steering Committee and
representatives from across the Company. Our vision is to
harness the power of our difference to serve our customers,
communities and each other. Information on this can be
found in the SMBC Bl annual report
(www.smbcgroup.com/emea/notices-reporting/corporate-

disclosures).

Culture

The Company promotes high ethical standards and a culture
where everyone feels able to be their authentic selves at
work. The Company’s culture is based on five pillars which are
designed to both reflect the current situation and be
aspirational for the future:

1) Provide an excellent service to customers and
colleagues through collaboration, teamwork and
a sense of shared purpose.

2) Build the Company’s brand by being a reliable and
trusted partner to its customers and contribute positively
to the societies in which it operates.

3) Protect the Company’s customers and markets by
conducting its business in a transparent, prudent
and compliant manner.

4) Treat each other with respect and integrity and embrace
diversity in all its forms.

5) Be focused, creative and proactive in evolving the
business to meet new challenges.

The Board sets the tone for Company’s culture, and the CEO
is responsible for it. During the year, all the Company’s
employees transferred to SMBC Bl, and the Board has
maintained an interest in the Group's culture as a whole.
Recognising the evolution of regulatory and corporate
governance expectations on culture, during the year and
after the year-end, the Board received updates on the
development of the SMBC culture framework applicable to
colleagues undertaking work on behalf of the Company.
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Sustainability and social value continued

Communities

The Company and SMBC BI recognise the importance of
making a positive contribution to the societies in which they
operate. SMBC Bl encourages all employees to think about
how they can create social value as part of their day-to-day
roles. It offers colleagues a variety of ways to support and
engage with community activities, including a paid
volunteering allowance, matched funding of employee
donations (up to a certain limit), and a Give-As-You-Earn
salary sacrifice scheme. Further information on these activities
can be found in SMBC BI's annual report.

Financial Statements
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Sustainability and social value continued

Operations, compliance and anti-bribery
and corruption
Sustainability strategy: Our Business - embed
sustainability risk management in our culture,
risk appetite and all aspects of our business
Risk management
The Company recognises sustainability risk as a key
component of the risk landscape. During the year, the
Company continued to enhance the governance over
the way it assesses this risk with the support from the
Sustainability Risk Management Committee and the regional
Sustainability Risk Framework. This Framework facilitates
integration of sustainability risk into the wider
risk management framework and will evolve in line with
regulatory requirements and market best practices.

The Company considers sustainability risk, including climate
change, in the same manner as all risk types, through the
IMMMR approach and uses the three Lines of Defence model
to manage risk across the business.

The Company’s sustainability risk priorities are:

-  Governance: enabling management and the Board
to effectively oversee sustainability risk management
and strategy integration.

-  Risk management: development and
implementation of risk management policies,
processes and portfolio monitoring.

- Data, tools and reporting: continued enhancement
to the IMMMR approach for sustainability risk.

Compliance Policy framework

This framework aims to help everyone who works for

the Company to understand good conduct, positive
behaviours and how to raise and address concerns.

The policies set out the Company’s approach to the
identification, understanding and management of conduct
risk at individual, product, departmental and organisational
levels. They also explain that conduct applies to both financial
and non-financial behaviours and that conduct is recognised
as being closely linked to the Company’s values, culture and
an environment of psychological safety. Policies are regularly
reviewed and conduct-related key risk indicators reported to
senior management, including at the ARC.

Prevention of financial crime

The Company has no appetite for serious, repeated or
material violations of the spirit or letter of applicable laws,
rules, regulations and industry guidance in relation to
financial crime, including money laundering, terrorist
financing, proliferation financing, bribery and corruption,
fraud, tax evasion, slavery and human trafficking, and non-
compliance with financial sanctions. The Company has
developed, and will continue to develop, financial crime-
related systems and controls for mitigating financial crime
risks, including policies, standards, procedures, guidance,
training and risk assessment models. All SMBC Bl employees
are required to adhere to that company’s prevention of
financial crime policies, on which they receive training on
joining and annually thereafter. The Money Laundering
Reporting Officer reports at least annually to the ARC on the
operation and effectiveness of the arrangements to counter
the risk of the Company being used to further financial crime.

24 SMBC Nikko Capital Markets Limited Annual report 2025



Strategic Report Directors'Report Risk Management Report Financial Statements

Sustainability and social value continued

Operational emissions (Streamlined Energy and Carbon Reporting)

The UK Government's Streamlined Energy and Carbon Reporting (SECR) Policy was implemented on 1 April 2019. The Company
meets the SECR qualification criteria in the UK and, as in previous years, is reporting emissions from its operations using the
financial control approach.

Under the reporting requirements, the Company has measured mandatory Scope 1, 2 and 3 emissions for UK operations of the
Company within the financial reporting period of 1 April 2024 to 31 March 2025. This includes energy consumption associated

with premises occupied, energy associated with data centres and business travel for UK-based employees (including fuel
associated with grey fleet). Furthermore, water and waste emissions associated with the headquarters building are also

voluntarily provided.

FY2024 FY2023
Total energy use (MWh)* 174 359
Total GHG emissions Scope 1 and 2 (location-based tCO.e) 35 73
Total GHG emissions Scope 1 and 2 (market-based tCO,e) 0 9
Total SECR mandatory GHG emissions (location-based tCO,e) 35 73
Total SECR mandatory GHG emissions (market-based tCO.e) 0 9
— Of which Scope 1 (location-based tCO.e) 3 9
— Of which Scope 1 (market-based tCO,e) - -
— Of which Scope 2 (location-based tCO.e) 32 64
— Of which Scope 2 (market-based tCO.e) 0 0
— Of which Scope 3 (grey fleet tCOe) 0 0
Total Scope 3 emissions (tCO,e)** 688 1,068
Emissions per employee (tCO2e/FTE) 0.34 0.38

*  Total energy use includes gas, electricity consumption associated with leased offices and data centres, plus fuel from grey fleet: emissions from business

travel in rental cars or employee-owned vehicles.

** Total Scope 3 emissions include the mandatory SECR requirements (fuel from grey fleet) and voluntary categories of business travel, electricity including

transmission and distribution losses, waste and water emissions.

The 2024/25 SECR footprint is equivalent to 35 tCO,e,
with the largest portion being made up of emissions
from purchased electricity at 32 tCO»e. Overall, total
gross emissions have decreased by 51% since the
previous reporting year.

The intensity ratio is 0.34 tCOse per full-time equivalent,
which is a decrease of 9% from the previous reporting year.

The reduction in Scope 1 and Scope 2 emissions are largely
due to the decrease in full-time employees from the previous
reporting year.

Boundary

Included within its boundary are Scope 1 and 2 emissions, as

well as Scope 3 emissions. UK Government’s GHG Conversion
Factors for Company Reporting have been used as part of the
carbon emissions calculation. The Company has used the UK

Government GHG-conversion-factors-2024 version 1.0.

Methodology

The methodology the Company uses to account for

its operational emissions aligns with the GHG Protocol
Corporate Accounting & Reporting Standard. The Company
uses the Operational Control boundary definition to define its
carbon footprint boundary. The reporting period for
compliance is 1 April 2024 to 31 March 2025.
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Statement of Corporate Governance arrangements

The Board is committed to maintaining high standards

of corporate governance within the Company, and for

the year-ended 31 March 2025 has applied the Wates
Corporate Governance Principles for Large Private Companies
(Wates Principles). Information on how the Wates

Principles have been applied can be found as follows:

Wates Principles Page
1. Purpose and leadership 26
2. Board composition 26
3. Director responsibilities 28
4. Opportunity and risk 28
5. Remuneration 29
6.  Stakeholder relationships and engagement 29

Principle 1 - Purpose and leadership
Strategy setting

The Board is responsible for setting the Company’s strategy,
which it does through an annual process involving:

- consideration by the Board of high-level strategic
focus areas, including those of SMBC Group;

- astrategy meeting involving the Boards and senior
management of the Company, SMBC Bl and SMBC
EU where a series of strategic themes are discussed;
and

- review and challenge of the Budget and Business
Plan and associated strategic considerations.

Once approved, the development of the strategy and
achievement of strategic priorities are discussed by the
Executive Committee and other senior executive-level
meetings held throughout the year. These discussions are,
as relevant, escalated quarterly to the Board by the CEO
or business heads.

Purpose and values

The Company’s purpose to be'a trusted partner for the long
term’is central to its strategy and reflects the long-term
relationship-based approach the Company adopts

in carrying out its business for the benefit of its stakeholders.
The Purpose Statement is underpinned by five values set at
SMBC Group level, which form a framework that helps guide
corporate and individual behaviours and are central to the
Company’s culture. When submitting matters to the Board for
approval, executives are required to explain how each matter
relates to and is consistent with the Purpose Statement.

Long-term relationships are central to the Company’s
purpose, and the Board recognises that to earn the trust
of its stakeholders and achieve its sustainable growth
objective, it must exercise high standards of business

conduct. Oversight of conduct is achieved primarily through
the ARC (having taken over this responsibility from the BRCCO),
the Executive Committee and the Control & Conduct
Assessment Forum, which during the year have considered
metrics related to the conduct of employees, and those
providing services to the Company.

Deep-dive reviews were also undertaken where the Board
or BRCC deemed necessary.

Sharing progress

Information on our strategy, progress made, significant
transactions undertaken and examples of initiatives
demonstrating our values are shared regularly with
colleagues by the CEO and other senior executives through
town halls, intranet articles and emails. We believe this

helps foster a sense of shared purpose and teamwork

and enables colleagues to celebrate individual and Company-
wide successes.

Principle 2 - Board composition
Board size and structure

At the date of signing the financial statements, the Board
comprised six Directors. The non-executive Directors,

Mr Garvey and Ms Turner, are deemed independent as they
have no material business or other relationships with the
Company that could influence their exercise of independent
judgement. Mr Miura is nominated by the Company’s
shareholder and Mr Kawafune is Head of SMBC's EMEA
Region, and therefore, while non-executive Directors,

they are not deemed independent.

The Board recognises the importance of a clear division

of responsibilities between executive and non-executive
roles and in particular a clear delineation of the Chair’s
responsibility to lead the Board and the CEO’s responsibility
for running the business.

The Board also considers the length of service when assessing
its composition. It would be expected that no non-executive
Director would serve beyond nine years from their date of
appointment.

Board roles

Chairs

The Board and Committee Chairs are responsible for the
effective operation of their meetings, including that members
act as a team and that debate is encouraged and facilitated,
whilst achieving closure of items. They are also responsible for
ensuring that appropriate time is allocated for the
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consideration of agenda items and that members have
sufficient time to consider issues and obtain answers to
questions or concerns and are not faced with unrealistic
deadlines for decision-making. They are also responsible for
overseeing the receipt of clear, accurate and timely
information. Committee Chairs are responsible for reporting
to the Board the activities of their Committee and for
recommending items to the Board for approval as required.

Non-executive Directors

The non-executive Directors are responsible for the provision
of independent judgement on all matters related to the
Company’s strategic direction, leadership, performance,
resources, risk management and overall governance.

They are also expected to constructively challenge

and test strategic proposals.

Executive Directors

The executive Directors, under the leadership of the CEQ, are
responsible for running the business, and for implementing
the strategies approved and other decisions taken by the
Board. They are also required to be knowledgeable about all
aspects of the business even if they are responsible for a
particular area of the business.

Diversity

The Board has in place a Diversity Policy which states that

a target of at least 25% of the Board will be made up of
women, while also ensuring an appropriate mix of skills,
experiences and competencies on the Board. The Board also

commits to taking positive action to source applications from

under-represented groups. At the end of the year, female
representation on the Board was 17% of the Directors. All
candidates considered for appointment to Board positions
are evaluated for their competence in relation to diversity,
equality and inclusion.

Board appointments
The Nominations Committee is responsible for assessing and

recommending Director candidates to the Board for approval.
As part of this process, the Committee considers a candidate’s

skills, experience and values and has regard to the level of
diversity, experience and competency of the Board.

During the year, on the recommendation of the Nominations

Committee, the Board approved the appointment of Mr

Miura as a non-executive Director following the reassignment

of Mr Yazawa to another role within SMBC Group. Mr Miura
joined the Board on 18 July 2024 and brings extensive
business experience to the Board, having previously worked

as the Company’s Head of Securities Products Group from
2017 to 2019, followed by senior leadership positions in
entities in the USA and Japan where he guided SMBC Nikko's
international business strategies.

The Nominations Committee recommended the
appointment of Mr James Garvey upon the resignation of Ms
Jackson. The Board approved Mr Garvey's appointment as
Chair of the Board on 1 October 2024. Mr Garvey has
significant commercial and investment banking experience,
having previously been head of European Fixed Income
Origination at UBS, head of EMEA Debt Capital Markets at
Goldman Sachs and head of Capital and Traded Markets at
Lloyds Banking Group. He is also a Director of SMBC BI.

Board professional development

The Chair is responsible for leading the development and
monitoring the effective implementation of policies and
procedures for the induction, training and professional

’

from

27 SMBC Nikko Capital Markets Limited Annual report 2025



