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What is the Nomura Crude Oil Index?

. The Nomura Crude QOil Index is an index designed to track movements in
crude oil prices.

. The index mimics the performance of investments in crude oil futures and
incorporates a rollover mechanism to enable investment that tracks the index.

Primary changes
»  [October 2016] Change to QUICK code in “5. Data publication services”
. [October 2020] Change to Crude Oil Long Index calculation method
+  [November 2020] Change to QUICK code in “5. Data publication services”
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1. Introduction

The Nomura Crude Qil Index is an index designed to track movements in crude oil prices. The index mimics the

performance of investments in crude oil futures and incorporates a rollover mechanism to enable investment that
tracks the index.

2. Index constituents

The index comprises NYMEX WTI Light Sweet Crude QOil futures, which are listed on the New York Mercantile
Exchange (NYMEX).

Contract months of the futures contracts used to calculate the index are as follows?2.

Contract months of
Date
futures contracts used

Most recent reconstitution date(')=calculation date <reconstitution base date | 3rd, 4th, and 5th
immediately after most recent reconstitution date("") contract months

Reconstitution base date immediately after most recent reconstitution date V) | 2nd, 3rd, and 4th
< calculation date <next reconstitution date("!) contract months

(*1) See “3. Index reconstitution” for details.

Index constituents are changed only on reconstitution dates.

' The Nomura Crude Oil Index tracks crude oil futures prices, but diverges from the price, referred to by news outlets, that simply represents
the futures price for the latest front month contract. Futures contracts have expiration dates and the price used by news outlets when they
discuss market conditions is based on the futures contract with an expiration date that is closest to the current date (ie, the front month
contract). When the front month contract approaches maturity, news outlets switch to reporting the price of the next futures contract, ie, the
contract with an expiration date that is the next-closest to the current date. At this point, if the price of the next futures contract is higher (or
lower) than the price of the expiring futures contract, the futures price that is quoted by news outlets appears to rise (or fall) sharply.
Futures contracts have a time value, and generally speaking this time value is larger the further the contract is from expiry. This means that
when the price switches from one contract to the next it tends to rise, rather than fall. However, investment in crude oil futures is investment
in futures contracts that have expiration dates, and therefore at some point it is necessary to sell the front month contract and buy a back
month contract (this process is called “rolling over”). Because, on average, the price of a contract in a further-out month tends to be higher
than the price of the front month contract, the volume of contracts held will tend to decline following rollover if the size of the investment
remains the same. The futures price quoted by news outlets appears to jump when the front month contract expires and is replaced by
another front month contract. However, because the size of the investment remains the same, this switch in front month contracts results in

a divergence between fluctuations in the futures price quoted by news outlets and fluctuations in the assets invested.
2 Effective from November 2020.
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3. Index reconstitution?

3.1 Index reconstitution date

If the fifth business day on NYMEX after the last day of trading is a business day in Tokyo, the index reconstitution
date is the fifth business day on NYMEX after the last day of trading. However, if the fifth business day on NYMEX
after the last day of trading is not a business day in Tokyo, the index reconstitution date is the next day, after the fifth
business day on NYMEX after the last day of trading, that is both a business day on NYMEX and a business day in
Tokyo.

3.2 Index reconstitution base date

The last day of trading each month is the index reconstitution base date. The volume of the index constituent used
to calculate the index, for each index constituent, is based on the value for index calculation purposes on the
reconstitution base date (*2) and the price of the index constituent after the next reconstitution on the reconstitution
base date. The volume of the index constituent used to calculate the index does not change up to the next
reconstitution.

(*2) See “4.2 Calculation method” for value for index calculation purposes.

. A "business day in Tokyo" is defined here as a day on which commercial banks in Tokyo settle payments.

. The "next day, after the fifth business day on NYMEX; that is both a business day on NYMEX and a business
day in Tokyo" is defined here as the first business day on NYMEX after the fifth business day on NYMEX that is also
a business day in Tokyo.

. The "last day of trading" is defined here as the day that is three business days on NYMEX before the 25th
day of each month. However, if the 25th day of the month is not a business day on NYMEX, the "last day of trading"
is defined here as the day that is three business days on NYMEX before the business day on NYMEX before the
25t day of the month.
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4. Nomura Crude Oil Long Index calculation method

4.1 Index base date and index base value

The index base date is 31 December 2008 and the base value for the index is 1,000.

4.2 Calculation method

Nomura Crude Oil Long Index values are calculated using the method set out below?3
Index value (t)=(1 + return (t))xindex value (¢— 1)

Yie index constituent(r) VOlume used to calculate index; (T (t))xprice, (t)

Return(t) = - - -
() Yie index constituent(r) VOlumMe used to calculate index; (T (t))xprice,(t — 1)

Volume used to calculate index, (T (t))

value for index calculation purposes (T (t)) ]
= 3 + price, (T ,(t)) i € index constituent(t)

Value for index calculation purposes(T (t))

= Yic index constituent ((ty) (> Volume used to calculate index; (7' (¢)) xprice, (T, (t))

t : calculation date (business day on NYMEX)

t — 1: business day preceding t on NYMEX

T(t) : reconstitution date immediately preceding t

T'(t) : reconstitution date immediately preceding 7(%)

Ty (t) : reconstitution base date immediately preceding 7'(t)

price i(s) : settlement price of index constituent i on NYMEX at time s (price perbarrel in USD)#

index constituent (t): futures contracts for 3rd, 4th, and 5th contract months at time 7(z)(4

Volume used to calculate index T(t): volume of index constituent i used to calculate the index at time 7(%)

Value for index calculation purposes T, (t): total of [volume of index constituent | used to calculate index at
time T'(t)] x [price of index constituent i at time T, (¢t)] for index constituent (T(t))

(*3) Futures contracts for 3rd, 4th, and 5th contract months at time T'(t)

(*4) Futures contracts for 4th, 5th, and 6th contract months at timeT,(t), and 2nd, 3rd, and 4th contract months
after index reconstitution base date immediately after time T(t)

3 Effective from 30 November 2020.

4 If for some reason the price cannot be used or if use of the price is considered to be extremely inappropriate, the price may be determined
with reference to the price on the preceding business day on the exchange on which index constituent i is listed, the price of a similar
commodity future, or the market traded price.
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5. Data publication services

Data for the Nomura Crude Oil Long Index can be obtained via the following channels.5

Index values are published in the following media:

Bloomberg: NMLSCOIL Index

QUICK : SOIL#L/NRIN®

LSEG: .NCOILL

Our website : https://www.nfrc.co.jp/SMl/jp/oil/index.html (Japanese only)

5 Published data are all for reference only.
5 Effective from 30 November 2020.


https://www.nfrc.co.jp/SMI/jp/oil/index.html
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For further information on the index

Nomura Fiduciary Research & Consulting Co., Ltd
Index Services Department
e-mail : idx_mgr@nfrc.co.jp

Website : https://www.nfrc.co.jp/SMl/jp/oil/index contacts.html



https://www.nfrc.co.jp/SMI/jp/oil/index_contacts.html
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Disclaimer

The intellectual property rights and any other rights in Nomura Crude Oil Index belong to Nomura Fiduciary
Research & Consulting Co., Ltd. (“NFRC”) and FTSE Russell.

NFRC and Russell do not guarantee accuracy, completeness, reliability, usefulness, marketability, merchantability
and fitness of the Index, and do not account for business activities or services that any index user and/or its affiliates
undertakes with the use of the Index.

Publication of the index could be delayed or canceled if a computer malfunction, natural disaster, or other
unavoidable event affects the index calculation process.

Should contingencies arise that were unforeseen at the time of the creation of this rulebook, NFRC may prioritize
items not spelled out in this rulebook in its management of the index. In such cases, NFRC will issue an
announcement in advance that details those items.

Please read “About The Index License” before using the indexes, regardless of the channel through which
indexes/data is acquired (NFRC website, services via information vendors, etc).

"About The Index License"

https://www.nfrc.co.jp/SMI/en/indexlicense.html

»  This material has been prepared by Nomura Fiduciary Research & Consulting Co., Ltd. (NFRC) for
information purposes only.

» All opinions and/or predictions contained in this material are based on the determination of NFRC at the time
this material was prepared and are subject to change without notice. We do not provide any guarantee or
assurance that opinions contained in this material relating to future predictions will actually take place. Some
part of the content of this material is based on various information available to NFRC which NFRC
determined to be reliable. However, NFRC does not guarantee the accuracy of such information, and there is
a possibility that such information was summarized and imperfect. The past investment performance is not
indicative of the future results.

»  This material is not intended as an investment solicitation or an investment advice in connection with any
particular security transaction.

. If a customer invests in an investment product that uses a market benchmark developed and provided by
NFRC, a portion of the fees for the use of such benchmark may be directly or indirectly attributed to NFRC.
For details, please visit the following website. Securities Market Benchmarks https://www.nfrc.co.jp/SMl/en/

+  This material may only be used by the customer to whom it was distributed. This material is the copyrighted
work of NFRC and you may not copy, transmit or redistribute this material, in whole or in part, without the
prior written consent of NFRC.

Nomura Fiduciary Research & Consulting Co., Ltd.

Registration Number: Director-General of the Kanto Local Financial Bureau (Finance & Commerce) Registration
No.451

Membership: Japan Investment Advisers Association No. 011-00961


https://www.nfrc.co.jp/SMI/en/indexlicense.html
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