
Risk Management

As the trust bank group which boasts the largest scale and 
the highest status in Japan, the SuMi TRUST Group regards the 
development of a risk management system suited to the char-
acteristics of its operations and environmental changes as one 
of the most important management issues it faces. Accordingly, 

1. Basic Initiative Policy

the SuMi TRUST Group is making constant efforts to enhance 
and advance its risk management, which forms the basis of 
operations that support business expansion and sustainable 
growth of the SuMi TRUST Group.

The roles and responsibilities of the management structure and 
principal departments related to risk management are as follows.
1) Board of Directors

Clarifies the SuMi TRUST Group’s management policy 
and strategic goals, formulates the risk management policy 
based on the strategic goals, supervises development of 
an appropriate risk management system, and implements 
appropriate measures to raise awareness of the risk manage-
ment policy throughout the SuMi TRUST Group.

2) Directors, Officers in Charge
Directors are fully aware of the importance of risk man-

agement, and officers in charge of risk management-related 

2. Risk Management Structure

departments consider policies and specific measures for devel-
oping and establishing a proper risk management system.

3) Risk Management-related Departments
Accurately recognize risk status, and conduct appropri-

ate management and operations regarding risks, through a 
series of activities which include risk identification, assess-
ment, monitoring, control and reduction.

4) Internal Audit Department
Verifies the appropriateness and effectiveness of the risk 

management system as a department independent of busi-
ness execution.
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(1) Risk Categories
The SuMi TRUST Group classifies risk categories by the 

cause of risks faced by the entire group in business opera-
tions into “credit risk,” “market risk,” “funding liquidity risk,” 
and “operational risk.” It manages these risks according to the 
characteristics of respective risks.

(2) Risk Management Methods
The SuMi TRUST Group has established a department to 

supervise the overall group risk management and monitor the 
risk status of the entire group, and has designated other risk 
management-related departments to supervise risk manage-
ment for each risk category. These departments provide appro-
priate supervision and guidance to the SuMi TRUST Group 

3. Outline of Initiatives

companies as needed.
The SuMi TRUST Group has also established the Risk 

Management Rules covering the basic points of risk manage-
ment for the entire group. It has clarified the authority and 
organizational structure so that it can appropriately perform a 
series of activities, which include risk identification, assessment, 
monitoring, control and reduction. The SuMi TRUST Group has 
also created risk management policies and plans (the risk man-
agement plan and the risk capital allocation plan).

The SuMi TRUST Group companies develop appropriate 
risk management systems suited to the characteristics of 
their own operations and risks, based on our policy concern-
ing risk management. 

Risk Categories

Risk Category Definition

Credit Risk

Risk that the Group incurs losses due to the value of an asset (including off-balance sheet assets) decreasing or impair-
ing owing to such reasons as deterioration in the financial condition of an obligor. Of this, “country risk” in particular 
means risk that the Group incurs losses on credit provided overseas, due to foreign exchange, political and economic 
conditions of the country of the obligor.

Market Risk

Risk that the Group incurs losses due to fluctuations in the value of assets/liabilities (including off-balance sheet 
assets/liabilities), or in the earnings generated from assets/liabilities, due to fluctuations in various market risk factors, 
such as interest rates, foreign exchange rates, stocks, commodities, and credit spreads. Of this, “market liquidity risk” 
in particular means risk that the Group incurs losses caused in a situation where it becomes impossible to conduct 
transactions in the market or becomes obligatory to trade at prices significantly disadvantageous than usual due to 
market turmoil.

Funding Liquidity Risk Risk that the Group incurs losses in a situation where it becomes impossible to secure necessary funds or becomes 
obligatory to raise funds at interest rates significantly higher than usual.

Operational Risk
(Below are “risk sub-categories”)

Risk that the Group incurs losses resulting from inadequate or failed internal processes, people and systems or from 
external events.

Business Processing Risk Risk that the Group incurs losses due to inappropriate business procedures arising from executives or employees 
neglecting to engage in proper business activities, or other incidents such as accident or fraud.

System Risk Risk that the Group incurs losses due to such reasons as computer system failure, malfunction and defects, as well as 
the risk that the Group incurs losses due to unauthorized use of a computer.

Information Security Risk Risk that the Group incurs losses because information assets are not properly maintained or managed. This includes 
information leaks, incorrect information, an inability to use the information system or misuse of information.

Legal & Compliance Risk Risk that the Group incurs losses due to uncertain legal aspects of transactions, or due to insufficient compliance with 
laws, regulations, etc.

Human Resource Risk Risk that the Group incurs losses due to personnel and labor management issues, such as unequal or unfair manage-
ment of personnel and harassment.

Event Risk
Risk that the Group incurs losses due to external events that impair business, such as natural disasters, crimes such as 
terrorism, damage to public infrastructure that prevents its functioning, the spread of infectious diseases, and the 
inappropriate use or management of tangible assets.

Reputational Risk Risk that the Group incurs losses as a result of deterioration in reputation for SuMi TRUST Holdings or its subsidiaries, 
owing to such reasons as mass media reports, rumors or speculation.

Risk Management
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(3) Enterprise Risk Management
The SuMi TRUST Group has established an enterprise risk 

management process to serve as a framework for risk manage-
ment to secure sound management by keeping risks within 
the limits of the SuMi TRUST Group’s overall financial strength. 
Specifically, it employs risk capital allocation operations and 
conducts scenario analysis and others; executes appropriate 
management to improve corporate value through optimization 
of risk-return performance and assessment of capital adequacy 
levels based on the basic policy formulated by the Group; and 
reports on these to the Board of Directors and others on a 
regular basis.
1) Risk Capital Allocation Operations

The SuMi TRUST Group assesses capital adequacy levels 
in consideration of the external environment, risk-return 
performance status, strategic targets and the results of its 
scenario analysis, and allocates capital of the SuMi TRUST 
Group to each Group company.

2) Scenario Analysis
When formulating management plans, the SuMi TRUST 

Group conducts scenario analysis under the risk capital allo-
cation plan and the capital adequacy ratio plan, and utilizes 
the result for purposes including assessment of capital ade-
quacy levels and development of countermeasures against 
the occurrence of the risks (contingency plan).

(4) Crisis Management System
The SuMi TRUST Group has developed contingency plans 

in order to swiftly implement emergency response measures 
when a crisis occurs, such as natural disasters, computer sys-
tem breakdowns, and outbreaks of new infectious diseases. 
Moreover, regarding important business operations, such as 
financial settlement, we have developed systems to continue 
business, including BCPs (business continuity plans) and back-
up offices. In order to ensure the effectiveness of such systems, 
we periodically conduct exercises and revise our BCPs.  

When the crisis is serious and its impact is extensive, caus-
ing significant disruptions to the normal business operations of 
the Group and making it necessary to urgently make compre-
hensive and high-level management judgment, the Group will 
establish a joint emergency response headquarters headed by 
the presidents of both SuMi TRUST Holdings and SuMi TRUST 
Bank to swiftly implement emergency response measures. 

(5) Response to Threat of Cyber Attacks
The threat of cyber attacks and the damage they can inflict 

are growing both in Japan and overseas. To protect the pre-
cious assets of our clients from attacks, the SuMi TRUST Group 
monitors the computer systems of SuMi TRUST Bank around 
the clock. In addition, SuMi TRUST Holdings has established 
SuMiTRUST-CSIRT as an internal organization for gathering 
information, conducting analysis and implementing measures 
relating to cyber attacks, and coordinates with outside expert 
organizations to strengthen its management system.

(6)  Systems for Introducing New Products and New Operations
When starting to handle new products or when engaging 

in new operations, it is necessary to develop various systems 
in order to continue offering products and services, including 
determining in advance whether there are any inherent risks 
and identifying their type, evaluating and managing such risks, 
and providing explanatory materials and methods to clients. To 
that end, we have developed a product examination system. In 
the product examination process, multiple departments carry 
out verification from various angles, with emphasis on introduc-
ing products and services that will earn the trust of clients. We 
also conduct verification through regular monitoring after the 
product has been introduced.  

Fiduciary Duties Planning 
and Promotion Dept., 
Customer Satisfaction 
Promotion Dept., Legal 
Dept., IT & Business Process 
Planning Dept., Planning and 
Coordination Dept., 
Financial Planning Dept., etc.
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and perspective of conflicts of interest
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4. Environmental and Social Considerations in Investments and Loans

The SuMi TRUST Group identifies “consideration of envi-
ronmental and social impact of investment and financing 
targets” as one of its most important materiality issues in rela-
tion to sustainability. 

We believe it is our responsibility as a sound financial institu-
tion to avert or mitigate the Group’s risks by considering the 
environmental and social impacts caused by the activities of 
those that we invest in or lend to. 

Environmental and Social Considerations in Project Finance
Equator Principles

SuMi TRUST Bank is a signatory to the Equator Principles, a 
set of international guidelines for private financial institutions 
that requires project proponents to give due consideration to 
the impact on the natural environment and the regional com-
munity when approving project finance.

When making decisions on loans, we review the environmen-
tal and social impact of the project based on its environmental 
and social risks, the country where it is sited, and the type of 
industry, and conduct a comprehensive risk assessment. 

Since it became a signatory in February 2016, SuMi TRUST 
Bank has implemented 21 projects subject to the Equator 
Principles as of March 2017.  

Environmental and Social Considerations as an Institutional Investor
Principles for Responsible Investment and Stewardship Activities

SuMi TRUST Bank and Nikko Asset Management Co., Ltd. 
have become signatories to the Principles for Responsible 
Investment (PRI), established by the United Nations Global 
Compact and the United Nations Environment Programme 
Finance Initiative (UNEP FI). The PRI calls on institutional inves-
tors to take into account environmental, social, and governance 
(ESG) factors in their investment decision-making processes.  

In addition, SuMi TRUST Bank announced its adoption of 
the Japanese version of the stewardship code in May 2014. We 
have established the Stewardship Committee, and are work-
ing to meet our stewardship responsibilities to expand invest-
ment returns over the medium- to long-term by encouraging 
companies to increase corporate value and achieve sustainable 
growth through consideration of ESG.  

The Stewardship Development Department was newly 
established in January 2017 as a body dedicated to steward-
ship activities. 

Equator Principles Operational Structure Three Pillars of Stewardship Activities

Client

Monitoring

Structured
Finance Dept.Branch

Categorization

Environmental and
social impact
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Environmental and
social impact review

Screening formInformation on
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Initiatives Aimed at ESG Topics in Stewardship Activities

Engagement

Analysts seek to raise 
awareness on ways to 
improve management 
by offering opinions to 
investee companies. 

ESG Integration

A n a l y s t s  e v a l u a t e  
investee companies 
based on  d ia logue  
w i t h  m a n a g e m e n t -
level personnel at the 
c o m p a n i e s  a n d  
non-financial informa-
t ion obta ined f rom 
industry analysis and 
other means. These 
evaluations are used for 
investment purposes. 

Exercising
Proxy Votes

Exercising proxy votes is 
one way or means to 
send a  message to  
management about the 
state of governance. 
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