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Concerning the 
Violation of 
Insider Trading 
Regulations

On June 28, 2012, Sumitomo Mitsui Trust Bank, Limited 

(SMTB) received an order from the Financial Services Agen-

cy to pay an administrative monetary penalty concerning 

the transactions (Facts No. 1 and No. 2 described to the 

right) in the fund management operation of the former 

Chuo Mitsui Asset Trust and Banking Company, Limited 

(CMAB). The Securities and Exchange Surveillance Com-

mission had recommended the Financial Services Agency 

to issue the order.

We would like to sincerely apologize for the great concern and inconve-
nience to all our clients and other stakeholders.
 Sumitomo Mitsui Trust Bank, Limited will continue to expend its utmost 
efforts to strengthen its management system by strictly enforcing mea-
sures to prevent recurrence and strive to rebuild your trust.

The Third Party Committee Investigation Report and the Special 
Investigation Committee Report

Details concerning the violation of insider trading regulations were disclosed on June 8, 
2012, in our news release entitled “Report of the Third Party Committee Regarding Rec-
ommendation by the Securities and Exchange Surveillance Commission.”

, 
-

1 Overview of the Situation

2 Establishment of a Multi-Level
 Investigation and Verifi cation System

On March 14, 2012, Sumitomo Mitsui Trust Holdings, Inc. 

(SMTH) established a Special Investigation Committee to 

grasp and confi rm the facts, to analyze causes, and to con-

sider and verify measures to prevent recurrence of Fact No. 

1. The Special Investigation Committee consists of the fol-

lowing members: SMTH Chairman Hitoshi Tsunekage, as the 

chair; SMTH Director, Managing Executive Offi cer Tetsuo Oh-

kubo as the chief of the secretariat; SMTH outside corporate 

auditors; an outside expert (attorney at law); and concerned 

offi cers and general managers of SMTH and SMTB. The 

Committee has a secretariat consisting of fi ve full-time em-

ployees, in addition to 13 outside attorneys at law.

 On March 21, 2012, a recommendation for the issuance 

of an order to pay an administrative monetary penalty was 

made by the Securities and Exchange Surveillance Commis-

sion with respect to Fact No. 1. On April 9, 2012, in response 

to this, SMTH established the independent Third Party 

Committee consisting of outside experts to further evaluate 

and confi rm the scope, methods, and processes of the Spe-

cial Investigation Committee’s investigation.

 The Special Investigation Committee conducted a 

thorough investigation of Fact No. 1 and Fact No. 2 main-

ly through outside legal counsel, and it also obtained and 

closely examined relevant materials to the extent practicable.

 Furthermore, in an effort to thoroughly investigate 

whether there were similar cases, the Special Investiga-

tion Committee collated sales and purchase data (total of 

973,034 cases) and data regarding capital increases by a 

public offering (total of 300 cases) for the past fi ve years 

(from April 1, 2007, to March 31, 2012), and concluded that 

there were no similar cases. Also, the Third Party Committee 

stated that “the Special Investigation Committee’s conclu-

sion cannot be deemed to be unreasonable.”

[Fact No.1] In July 2010, Employee A, who managed the asset(s) of 
the fund(s) pursuant to a discretionary investment agreement, re-
ceived insider information from a securities company employee 
about a capital increase by INPEX CORPORATION by a public offer-
ing, and sold shares of INPEX CORPORATION in the account of the 
above fund(s) before a public announcement of the offering news.

[Fact No.2] In June 2010, Employee B, who managed customers’ 
assets under three discretionary investment agreements, received 
insider information from a securities company employee about a 
capital increase by Mizuho Financial Group, Inc. by a public offer-
ing, and sold shares of Mizuho Financial Group, Inc. in the account 
of each customer who was counterpart to the aforementioned dis-
cretionary investment agreements before a public announcement of 
the offering news.

 [Members of the Third Party Committee]
 Chair: Kunio Hamada
  (Attorney-at-law; former Justice of the Supreme Court)

 Committee member: Tetsuo Ito
  (Attorney-at-law; former Deputy Prosecutor-General, Su-

preme Public Prosecutors Offi ce)

 Committee member: Masao Kishida
  (Dean, Waseda Graduate School of Finance, Accounting 

and Law Director, Waseda Center for Finance Research)

About Insider Trading
Insider trading refers to the trading of specifi ed securities, etc. by individuals who are privy to material internal information or material client information regarding those 
securities.
Allowing individuals in special positions, who can easily access material information that could signifi cantly infl uence the judgment of investors, to trade specifi ed securities, 
etc. before such material information is released can cause great injustice to general investors and damage fairness and trust in securities markets. For these reasons, insid-
er trading is prohibited by the Financial Instruments and Exchange Act.
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Concerning the Violation of Insider Trading Regulations

3 Analyses of Causes

The Special Investigation Committee conducted the fol-

lowing analyses on the causes of the facts and received an 

evaluation from the Third Party Committee on the rational-

ity of each analysis.

(1) Individual Factors
The Special Investigation Committee listed the following as 

individual factors (personal factors) related to the alleged 

insider-information transfer regarding both Employee A 

and Employee B: a) forming excessively close relationship(s) 

with sales person(s) at securities company(ies), who be-

came sources of insider information, was a factor which 

led to Employee A and Employee B respectively receiving 

information without concern about the risk of receiving in-

formation that could constitute insider information; and b) 

Employee A’s and Employee B’s lack of awareness about in-

sider information control.

 The Third Party Committee deemed as reasonable the 

Special Investigation Committee’s indication that individu-

al factors for Employee A and Employee B were one of the 

causes of the incidents.

(2) Systematic Factors
(a) The System of Evaluating Securities Companies 

at CMAB
The Special Investigation Committee found that the system 

of evaluating securities companies at CMAB might have 

invited securities companies to conduct excessive sales 

activities, such as the transfer of information that could con-

stitute insider information.

 Specifi cally, CMAB at that time adopted a system where 

fund managers (FMs) awarded points to individual ana-

lysts, economists, strategists, and sales persons at securities 

companies depending on their level of contribution to the 

FMs’ own businesses. Although this did not constitute a 

system where specifi c evaluations by FMs were strongly re-

fl ected in order placement share, the Special Investigation 

Committee pointed out that this system was likely to have 

motivated securities companies to deepen their relation-

ships with FMs beyond ordinary business requirements.

 The Third Party Committee deemed as reasonable the 

Special Investigation Committee’s indication that the sys-

tem of evaluating securities companies at CMAB was one 

of the causes of the incidents.

(b) An Organization that is Too “Flat” and Insuffi cient 
Management of Individual Conduct

The Special Investigation Committee indicated that in the 

Equity Department of CMAB, to which Employee A and 

Employee B belonged, the organization structure was so 

“fl at” that it was diffi cult for senior persons to supervise a 

large number of subordinates. Furthermore, the job of fund 

managers is highly technical, their interest in co-workers has 

a tendency to wane because of the self-contained nature of 

their job, and many of them largely kept the same positions 

and responsibilities for long periods. Accordingly, a culture 

emerged where mutual checks among staff members did 

not readily function.

 The Third Party Committee deemed as reasonable the 

Special Investigation Committee’s indication that an exces-

sively “fl at” organization and insuffi cient systems to manage 

individual conduct were one of the causes of the incidents.

(c) Non-Utilization of the Internal Reporting System
At CMAB the internal reporting system had never been 

used since its establishment in April 2004.

 The Special Investigation Committee indicated that if 

the system had functioned properly, some suspicious signs 

might have been detected and the trouble in question 

might have been prevented.  However, the system did not 

necessarily function as intended.

 On this point, the Third Party Committee acknowledged 

that activating the internal reporting system in conjunction 

with other preventive measures would be an effective way 

to cultivate and instill compliance awareness among individ-

ual offi cers and employees in order to prevent a recurrence 

of similar misconduct in the future.

• Third Party Committee Investigation Report (News Release; Japanese only)
 http://smth.jp/news/2012/120608-2.pdf

• Report of the Third Party Committee Regarding Recommendation by the Securities and Exchange Surveillance Commission
 (News Release)
 http://www.smth.jp/en/news/2012/E120608.pdf
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Concerning the Violation of Insider Trading Regulations

4 Formulation and Implementation of Measures to Prevent Recurrence

Based on the recommendations given by the Special Investigation Committee and the Third Party Committee, SMTB has 

formulated measures to prevent recurrence and has been gradually implementing them in an effort to rebuild trust. The mea-

sures are as follows.*

* Some measures, such as activation of the internal reporting system and development of the internal audit system, are being implemented together 
with SMTH.

Reinforcement and 
Revision of Organization

-

insider trading
-

Management and 
Other Management Systems

-

-

-

-

-

-

-

-

-

-
-

-

Conducting of internal audits 
specialized in prevention of in-
sider trading

A specifi c audit process has been established, and audits specializing in the prevention of insider trading have been continuously con-
ducted on the fund management division (including not only the market front departments but also the Fiduciary Risk Management 
Department and the Compliance Department) by the Internal Audit Department, which is under the direct control of the President.

Establishment of Guidelines on 
Contacts with Securities Com-
panies, etc.

As a general rule, any contact between fund managers and sales persons of securities companies is wholly prohibited. The exception 
occurs only when the general manager determines that it is inevitable in the course of business under the condition that the meeting is 
held in our offi ces accompanied by at least one other person of the company. In such cases, a record of such meetings shall be report-
ed to and inspected by the Fiduciary Risk Management Department.

Enhancement of compliance 
training, etc.

Compliance training for the prevention of insider trading, etc. is held independently each quarter for the Fiduciary Services Business on 
top of company-wide development of the training system. The rules, etc. on contacts with securities companies should be thoroughly 
understood. Furthermore, employees are required to submit a pledge that they will comply with the rules.

Review of the evaluation of se-
curities companies regarding 
orders for sales and purchases

The system of evaluation on individual sales persons by fund managers at the former CMAB was abolished. The incentives for excessive-
ly close relationships between sales persons at securities companies and fund managers are no longer in place.

Implementation of overall corpo-
rate activities to instill self-disci-
pline based on the Trustee Spirit

“Discussion The Trust Bank” was conducted in every branch and department on the theme of “What is the ‘Trustee Spirit’?” (See page 
13 for details.) The Equity Investment Department launched the department-wide “Compliance Joint Reform Project” to facilitate thor-
ough discussions among all members of the department. (See page 10 for details.)

Activation of the internal re-
porting system

An internal reporting system that is widely and easily used will be established by lowering psychological barriers against whistle-blow-
ing. Measures to lower psychological barriers include the following: to make it known again, through education, that whistle-blowers will 
not suffer any disadvantage, that they can report incidents anonymously and can reach to an attorney at law, and that the system also 
enables employees at SMTB to pass on such information to SMTH.

Overview of the Main Measures to Prevent Recurrence
(For details, please refer to the Third Party Committee Investigation Report and the Special Investigation Committee Report.)




