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On September 19, 2025, Jefferies Financial Group Inc. and Sumitomo Mitsui Banking Corporation
(SMBC) announced a broad expansion of their relationship. The plans joined three kinds of work:
a Japanese wholesale equities and equity capital markets joint venture (JV); deeper
collaboration in European sponsor coverage and syndicated leveraged finance; and financing
arrangements intended to support European revolving loans, U.S. pre-IPO lending, and
asset-backed securities (ABS).

The announcement gave Jefferies a larger platform of possible activity, but not a common
operating plan for how quickly to pursue it. The planned Japan JV had a January 2027 target to
begin serving clients. Financing facilities carried different currencies, structures, collateral and
conditions. The public documents did not disclose expected returns, funding utilization, or the
JV’s detailed ownership and economics.

For classroom discussion, take the perspective of a member of Jefferies’ strategy team asked to
recommend an implementation approach after the September 19 announcement. This role and
request are a teaching frame; no such internal assignment or meeting is disclosed. The question
is no longer whether to sign the high-level alliance. It is how to sequence the work, assign
management attention, and decide what evidence should govern expansion or pause.

The strategic choice
Which implementation path should Jefferies recommend?

1. Build the Japan )V first. Concentrate leadership attention on establishing the wholesale
equities and ECM platform, preparing for the announced service target, and defining the
operating and client-transition arrangements before scaling other initiatives.

2. Lead with EMEA sponsor and leveraged-finance collaboration. Build on an existing
relationship and the European commercial-loan facility while setting limits for credit, funding,
syndication and balance-sheet exposure.

3. Advance the initiatives in parallel under separate gates. Pursue opportunities across
the Japan JV, EMEA, U.S. pre-IPO lending and ABS, with distinct owners, approvals, operating
measures and risk limits for each.

A recommendation should address not only which workstream comes first, but also what
Jefferies should measure, what it should learn before adding resources, and what conditions
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would cause it to slow or redirect the program. The public record does not identify a
company-approved sequence or a single preferred alternative.

A relationship with a longer history

The firms’ collaboration began in July 2021 with a focus on leveraged finance and cross-border
M&A involving Japanese companies. In April 2023 they expanded cooperation across leveraged
finance, M&A, capital markets and financing opportunities. Jefferies’ FY2024 annual report
described SMBC'’s Japanese market knowledge, clients and balance-sheet capacity alongside
Jefferies’ global investors, client relationships, capital-markets expertise and trading
technology. These are the parties’ stated complementary assets; public filings do not measure
alliance-attributable revenue or cost. [1]

The relationship also included an ownership link. In the September 19 filing, SMBC Group
reported 9,247,081 Jefferies voting common shares and 55,125 Series B preferred shares
convertible into 27,562,500 non-voting common shares. Together these represented
approximately 14.5% of Jefferies’ economic ownership on an as-converted, fully diluted basis.
The amended exchange agreement provided a path for SMBC to increase economic ownership
up to 20%, while its voting percentage was capped at 4.90%, subject to the agreement’s terms
and required regulatory approvals. The increase was optional; the announced maximum was
not an accomplished ownership level. [2]

The agreement also gave SMBC certain shareholder-level rights, including a conditional right to
identify one Jefferies director nominee during the defined Rights Period, investment-monitoring
information access, voting commitments with exceptions, and preemptive rights for certain
share issuances. Jefferies agreed to use reasonable best efforts to seek 2026 shareholder
approval for a charter amendment. These provisions concern SMBC’s ownership of Jefferies.
They do not disclose the Japan JV’'s governance, control, ownership split, capital contributions or
economics. [2]

What changed on September 19
The public announcement described several connected but distinct initiatives:

* Japan wholesale equities and ECM: The firms signed a memorandum of understanding
(MOU) to combine principal wholesale Japanese equity research, sales and trading, and ECM
businesses. The MOU summary targeted beginning to serve clients in January 2027. The full
MOU and definitive operating documents were not included in the reviewed filing. The public
summary did not attach a regulatory-approval condition to that target date.

* European sponsor and leveraged finance: The firms planned expanded joint sponsor
coverage and origination, underwriting and execution for syndicated leveraged-finance
activity.

* European commercial loans: The filing described approximately €690 million of
aggregate commitments across a European senior-secured revolving facility and junior loan
to a special-purpose entity formed by Jefferies Finance LLC. The stated purpose was to
finance participations in revolving commercial loans to European businesses. Certain terms
were subject to conditions.

* U.S. pre-IPO lending: The announcement described approximately $500 million of pre-IPO
senior-secured revolving commitments, with Jefferies contributing equity financing. Facility
use was subject to conditions.
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» ABS funding: Jefferies could pledge eligible collateral for up to $1 billion of secured ABS
funding, subject to conditions.

* Parent revolving credit facility: The drawable amount under Jefferies’ existing parent
revolver increased from $350 million to $700 million, with a July 31, 2027 maturity.

The release presented an approximately $2.5 billion financing-package headline. It did not
reconcile that headline to the arrangements above, specify currency conversion, or explain
whether the parent revolver was included or overlapped. The amounts refer to commitments,
drawable capacity or facility limits; they are not evidence that cash had been drawn or invested.
The announcement did not give pricing, tenor, utilization, collateral schedules, expected losses,
facility-level return hurdles or alliance-attributable returns. [2]

SMBC'’s potential increase in Jefferies ownership to as much as 20% was described separately as
subject to required regulatory approvals. Shareholder approval for the additional
non-voting-share authorization was a separate charter matter. Neither should be conflated with
the January 2027 Japan JV service target. [2]

Jefferies’ operating context

Jefferies reported strong FY2024 results. Consolidated net revenue was $7.035 billion, up
49.7%, and pretax earnings from continuing operations were $1.006 billion. Its
revenue-by-source table reported Investment Banking revenue of $3.445 billion, Equities
revenue of $1.593 billion, and Fixed Income revenue of $1.167 billion. These are reported
revenue categories, not incremental alliance contribution or product-level profit. The company
noted that changes in consolidation and net-interest allocation affect comparability. [1]

For the six months ended May 31, 2025, Jefferies reported consolidated net revenue of $3.227
billion, compared with $3.395 billion in the prior-year period. The decline was 4.9% derived
from the precise reported values ($3.227466bn + $3.394648bn — 1). Investment Banking and
Capital Markets segment revenue was $2.869 billion, down 2.6% as reported, with segment
pretax earnings of $355.1 million versus $406.3 million. Revenue by source was Investment
Banking $1.467 billion (—3.1%), Equities $935.3 million (+17.7%) and Fixed Income $467.1
million (—26.6%). Asset Management segment revenue was $346.3 million, versus $429.9
million; segment pretax earnings were a loss of $80.9 million, compared with earnings of
$22.6 million. [3]

Jefferies attributed the six-month consolidated decline partly to market and policy uncertainty,
lower investment returns and weaker Fixed Income, offset in part by advisory and equities
activity. That was management’s explanation, not a causal decomposition. The figures provide
context for capacity and opportunity cost; they do not show how the SMBC initiatives
performed. [3]
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Exhibit 1. Selected operating context

Measure FY2024 Six months ended May 31, Basis
2025
Consolidated net revenue $7.035bn; +49.7% $3.227bn vs. $3.395bn Reported; H1 change

derived at —4.9% from
precise statement values

Investment Banking revenue $3.445bn; +51.6% $1.467bn; —3.1% Reported revenue-source
table

Equities revenue $1.593bn; +39.8% $935.3m; +17.7% Reported revenue-source
table

Fixed Income revenue $1.167bn; +6.8% $467.1m; —26.6% Reported revenue-source
table

IB & Capital Markets segment - $355.1m vs. $406.3m Reported segment

pretax earnings measure

Source: Jefferies FY2024 Form 10-K, printed pp. 16-19 (especially p. 17); Form 10-Q for the six
months ended May 31, 2025, MD&A pp. 46-48. Rates and amounts above are
company-reported unless labeled derived. Segment revenue, revenue by source and pretax
earnings are different measures.

A competitive and organizational challenge

The Japan initiative would place Jefferies in a market with established local and international
wholesale platforms. Nomura’s FY2024/25 annual report described a larger Wholesale business
and technology investment; Goldman Sachs reported $7.732 billion of investment-banking fees
in 2024, compared with $6.216 billion in 2023. Their scale, fiscal periods and business
definitions differ substantially from Jefferies, so the figures are context, not comparable targets.
[4]

Across all initiatives, Jefferies would need to coordinate partner coverage, client ownership,
information barriers, risk approval, facility usage and performance measurement. Each product
has a different economic engine. A Japan JV may depend on client migration, market activity,
mandates, staff and technology integration, while financing initiatives depend on utilization,
pricing, collateral quality, losses, funding and capital consumed. Public materials did not provide
the operating data needed to compare those economics.

Research on alliances offers competing mechanisms. Complementary resources can support
performance when firms also have the capabilities to formulate and manage the relationship.
Evidence from international banking alliances suggests outcomes vary with alliance form and
cross-border scope. Those studies use different samples and outcomes; they do not determine
the value of Jefferies’ initiatives. The decision therefore depends on what the parties can
integrate, what they can monitor, and what exposure they are willing to accept before the
results become visible. [5]

Decision brief
Prepare a recommendation for Jefferies’ strategy leadership that:

1. Selects one implementation path or a clearly specified hybrid.
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2. Explains how management attention, capital and risk capacity should be allocated across the
initiatives.
3. Identifies two or three measurable evidence gates, who should own them, and when they

should be reviewed. Any thresholds or review dates you invent are teaching assumptions,
not company targets.

4. States the strongest argument against your recommendation and the evidence that would
cause you to change it.

5. Separates announced facts from your own calculations and assumptions. Do not infer alliance
returns from reported revenue growth or treat facility limits as drawn funds.
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