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Activities and Services

Individual ServicesIndividual Services
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Mitsui Trust employs decades of expertise to offer top-quality products and services and
provide comprehensive asset management assistance.

Savings and Asset Formation Products
We maintain a full range of trust products. Prominent among these are Big, loan trusts,
Hit and Super Hit. We also provide large time deposits, Super time deposits, Rhythm
andother commer cial banking products with diverse deposit terms and interest rate
alternatives.

In December 1998, we started selling investment trusts that cover domestic and for-
eign bonds and equities. Our strong lineup includes offerings from Prudential–Mitsui
Trust Investments.

We also provide three types of asset formation trusts (regular, pension and housing)
for employees. We lead the industry in the contracts of these trusts.

We provide detailed consulting that takes into account the life plans, compositions of
families and assets of each of our customers.

Helping Home Buyers
We provide an array of specialized services to help people find and finance their homes.
We help customers realize their wish by offering an array of property information from
Sanshin Realty Co., Ltd.’s database. Customers can choose either a fixed rate or floating
rate for our housing loan products. Our asset balance of housing loans ranks No. 1
among trust banks.

Asset Management
An aging society and dramatic changes in the economic infrastructure have heightened
awareness in Japan of the need to better manage assets.

Mitsui Trust helps customers formulate savings plans that combine deposit, trust and
investment trust products that match their life plans. In addition to advice on financial
products, we provide information on real estate. We also offer consultation on ways
toef ficiently use real property through land trusts, make loans to clients and conduct
brokerage business.

Inheritance Services
We create inheritance plans that comprehensively reflect financial, legal and tax
considerations. We keep wills in custody and help in their execution.

Asset Consultants and Financial Planners
Our asset consultants and financial planners help customers select from a diverse range
of financial products and services.
1. Real Estate Consultation

Our asset consultants and financial planners are reliable professionals who provide the
unique perspectives of a bank with real estate capabilities, helping people find new
homes and use their land more efficiently.

2. Assisting Life Planning
Our financial planners recommend the most appropriate approaches to prepare for
such major expenses as weddings and education.

3. Loan Consultation
Our financial planners cover all areas that should be considered when buying a home.
Our total solutions range from funding and repayment plans to loan consultations and
reborrowing. We also advise on the effective use of land, such as the management of
rental buildings and apartments.

4. Comprehensive Consultation
As individuals’ assets diversify into such areas as real estate, securities and other finan-
cial products, legal and tax knowledge are essential to invest and manage these assets
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properly. It is also important to understand economic and financial trends. Our asset
consultants and financial planners comprehensively analyze and advise on these areas.

NEW PRODUCTS AND SERVICES

In-Store Branches Established
In September 1998, Mitsui Trust became the first Japanese major bank to establish an
in-store branch to provide free consulting on home loans, portfolio management and tes-
tamentary services. Called Consulplaza Hiyoshi, it is located within a major department
store. We have since launched four similar in-store branches.

Investment Trust Sales Launched
In December 1998, the government lifted the ban on bank sales of investment trusts.
Wer esponded by setting up consulting and sales desks at each of our branches. As of
June 1999, branches offered 10 top-quality investment trust products, while our invest-
ment trust center offered 15, including several from joint venture Prudential–Mitsui Trust
Investments. We have already secured a leading share in this market.

Investment Trust Center Opens
In December 1998, we became the first in Japan to set up an investment trust center.
Located within our Shinjuku Nishiguchi Branch. The center offers free professional
advice and runs seminars.

Home Loan Products Upgraded
In April 1999, we upgraded our large home loans. Customers can now choose from fixed
and floating interest rates, interchangeably.

At year-end, loans to individuals were up 11.8% from a year earlier, at ¥1,374.8
billion. This was the best result among Japanese trust banks.

Sunday Consulting and Longer Service Hours
During the year, we took decisive steps to improve customer convenience by offering
consulting on Sundays and by extending consultation service hours on weekdays by
twohours, until 7:00 p.m. at selected branches.

Online Partnership with Post Offices Started
On March 29, 1999, we concluded an online partnership agreement with the Ministry of
Posts and Telecommunications. As a result of this move, Mitsui Trust customers can now
use 21,000 cash dispensers and ATMs at post offices around Japan. They can also use our
ATMs to withdraw funds from postal savings accounts.

Foreign Currency Time Deposits Introduced
All Mitsui Trust branches began offering foreign currency time deposits from November
1998. These accounts have become very popular among customers seeking to diversify
their assets.

Telephone Banking Service Inaugurated
We launched our Telephone Banking Service on November 24, 1998. This service allows
customers to make deposits, remit funds, check balances, receive advice, and conduct
investment trust and foreign currency deposit transactions.

In-store branch (Ofuna)

Shinjuku Nishiguchi Investment
Trust Center
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Branch Network after the Merger

Tokyo Metropolitan Area
Tokai Area
Kansai Area
Other Areas
Domestic Branches

�

Tokyo Metropolitan Area
108

Kansai Area
18

Tokai Area
18

108
18
18
22

166

Total number of branches as of June 30, 1999, 
excluding five in-store branches (The number will be 
decreased to 131 branches after restructuring)

Benefits of Merger with
Chuo Trust & Banking
Our merger with Chuo
Trust & Banking is designed
to create a bank offering
incomparable convenience
and expertise, providing
top-quality products that
match customer life plans,
and becoming the bank of
choice throughout people’s
lifetimes.

Getting Closer to Our
Customers
As a result of the merger,
our domestic network will
increase from 55 to 166
branches. Complementing
these facilities will be our
in-store branches in major
cities.

Sophisticated Consulting
The merger will combine
the expertise of both banks.
Customers will benefit from
superior corporate pension
fund and other asset man-
agement offerings, as well
asfr om our capabilities in
estate planning.

Emphasizing Personal
Service
One of the chief advantages
of the new bank is its per-
sonal touch. Roughly 4,000
employees are certified real
estate dealers. We have
210 real estate appraisers
and about 300 certified
securities analysts.
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�

Financial
Services

Pension
Trusts

Trust Asset
Management and

Custodial Services

Stock Transfer
Agency Services

Real Estate
Operations

Welfare
Support

Services through
Overseas Network

�

Corporate
Services

Corporate ServicesCorporate Services
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FINANCIAL SERVICES

Mitsui Trust offers customers a broad range of products that respond to the long-term fund
procurement and asset management needs of corporate customers.

Fund Procurement
Loans, Bonds and Commercial Paper
We provide everything from plant and equipment and working capital funding to short-
term loans, promissory note transactions, overdrafts, debt guarantees, marketable
securities loans and impact loans. We manage domestic bond issues as a trustee and
handle commercial paper issues.

Credit Securitization
We assist customers seeking to diversify their funding tools or trim their balance sheets
by using monetary claim trust techniques to boost the liquidity of account receivables
and bills. We use several new trust-based funding approaches. These include real estate
management trusts and special purpose companies to securitize property.

Asset Management
Deposit Products
Our deposit products include high-liquidity offerings, as well as large time deposits,
Super time deposits and foreign currency denominated deposits. For customers seeking
slightly higher returns, we offer the Stella series: nine types of floating interest rate
timedeposits that incorporate derivative capabilities. This series helps customers take
advantage of interest rate trends while allowing them to limit risk to a reasonable level.

Trust Products
We provide a range of separately operated money trusts for securities investments.
Among these are designated money trusts, specified money trusts, fund trusts and
specified money in trust other than money trusts.

We also provide investors with beneficiary rights that are produced by securitized
credit operations.

Investment Trusts
We were the first bank to establish an investment trust center after the government lifted
the ban on bank transactions in these instruments in December 1998. As of June 1999,
our branches offered 10 types of investment trust products, including money market
funds, while our investment trust center handled 15. These products are designed for
both individual and corporate customers.

Framework for Securitizing Monetary Claims Using Trust as a Vehicle 

Credits Entrusted

Payment Handed Over

Collected Funds
Handed Over

Payment Principal and 
Interest Repaid

(When Trust
is Established)

(When Trust
is Closed)

Purchase 
Amount

Monetary Claims Beneficiary
Rights
Sold

Mitsui Trust
(Truster)�

Corporation
(Truster)�

Debtor �
�

��

�
�

Corporation
(Truster)

Investor
(Beneficiary)

Investor
(Beneficiary)

Mitsui Trust
(Trustee)

Debtor

Benefits of Merger with
Chuo Trust & Banking
Our corporate borrowers
will rocket 2.5-fold, to
11,000 companies, includ-
ing 9,500 small and
medium-sized enterprises.
This larger customer base
will dramatically enhance
our information database.
Larger databases, together
with our greater know-how
and our larger network will
allow us to better meet the
requirements of corporate
customers.
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Asset Management and Custody Structure
Trust Assets

Designated Investments

Specified Investments

Mitsui Trust
Money Trusts (Unit)
Pension Trusts
Separately Managed Money Trusts
Fund Trusts
Others

Specified Money Trusts
Specified Money in Trusts Other than Money Trusts
Securities Investment Trusts
Others

Securities
Administration

Division

�

CustodyAsset Management

Asset Management
Division

Investment Advisory Companies
Investment Trust Firms
Trusters

Risk Hedging

To help customers manage and control interest rate and foreign exchange risks, we
supply them with timely information on interest rates and foreign exchange markets.
Wealso maintain an array of schemes covering such derivatives as swaps, options and
foreign exchange futures transactions.

TRUST ASSET MANAGEMENT AND CUSTODIAL SERVICES

Our trust asset management services encompass pension trusts and separately managed
designated money trusts. In trust asset custodial services, we handle specified money trusts
and securities investment trusts in addition to pension trusts and designated money trusts.
Allthese ar eas are core trust banking competencies.

Trust Asset Management

In May 1997, we established the Asset Management Division to consolidate our capa-
bilities and resources in this area.

To strengthen our capabilities in passive management, where we enjoy a top reputa-
tion, we plan to form an alliance with State Street Bank and Trust Company of the United
States.

In active management, we are endeavoring to boost excess returns through our corpo-
rate analysts group, which includes more than 15 equity analysts. Complementing their
efforts is our investment technologies group, which focuses on quantitative analysis.

To build our global investment capabilities, we maintain an investment advisory con-
tract with Scudder Investments Japan, Inc. For Asian and European equities, we have
close ties with Indocam S.A. and Lazard Asset Management Limited, respectively. We also
have investment professionals working in New York and London.

Trust Asset Custodial Services

In May 1996, we established the Securities Administration Division to integrate back
office operations. We have formed several working groups and are endeavoring to
strengthen our securities custody capabilities. To respond to swift liberalization and
diversification, we have improved processing from contract tosettlement and ar e step-
ping up disclosure. Such efforts allowed us to adapt quickly to European monetary
union.

To fully prepare for changes in the pension fund custody system toward a more inte-
grated one with master trustee, we are planning to form an alliance with State Street Bank
and Trust, whose expertise in this area is excellent.

To enhance the quality, reliability and transparency of our custodial services, we plan
to introduce external auditing that complies with U.S. standards from fiscal 1999.

Benefits of Merger with
Chuo Trust & Banking
We will have the largest
share of Japan’s trust assets
under management.

In trust asset management,
we will have the industry’s
largest teams of quantitative
and research analysts. Under
powerful alliances with for-
eign asset management
firms, we will optimize our
capabilities in foreign cur-
rency denominated assets as
well. Against this backdrop,
we will be able to take full
advantage of the synergies
provided by the merger. In
our custodial business, we
will enhance the efficiency
of our systems investments
and bolster ourcustodial
capabilities, thereby secur-
ing an even better reputa-
tion among our customers
for reliability.
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Recipient

Tax-Qualified Pension Framework

(Retirement)

(Retirement, etc.)

Employees’ Pension Fund Framework

Pension Payment

Pension
Payment

Employee
Contribution

Employee
Contribution

Corporate
and Employee
Contributions

Corporate and Employee Contributions

Pension Trust Contract

Corporate and Employee Contributions     Government Contributions

Pension Trust Contract

Government Contributions

Recipient

Mitsui Trust Corporation

Mitsui Trust

Employee
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PENSION TRUSTS

As JapanÕs society ages, corporate pension funds are becoming more important to supplement
public schemes. Mitsui Trust has contributed significantly to the development of corporate pen-
sion schemes in Japan. As a result of these efforts, we have ´6.9 trillion in pension trust funds
under management.

Pension trusts are an important pillar of our asset management and custodial operations.
On the pension budgeting side, we employ many actuaries and consultants. We also

harness state-of-the-art investment techniques to maintain a diversified investment
portfolio centered on domestic and foreign marketable securities.

We constantly strive to remain a services leader. For example, we were quick to
modify our actuarial system in response to the fiscal 2000 introduction of international
accounting standards for corporate retirement and pension funds which will have a
dramatic impact on customers’ settlements and credit ratings. The new actuarial system
boosted our ability to recompute projected benefit obligations to account for numerous
variables.

While working on this system, we doubled our team of pension planning consultants
to 14 people. These people report on simulations, analyze factors that may influence
funds and formulate responses. We have earned an excellent reputation among corporate
executives for providing swift assistance with pension funds—one of the most pressing
issues facing management today.

In the defined contribution pension system, the Japanese version of the 401K, which
has attracted attention as a technique for responding to the new accounting system, we
have joined hands with other financial institutions in the Mitsui Group and such indus-
try leaders as Nomura Securities Co., Ltd., and the Industrial Bank of Japan, Ltd., to offer
higher-value-added, more competitive services.

Benefits of Merger with
Chuo Trust & Banking
Our pension fund assets
under management will
surge almost 35%, to ¥9.3
trillion. We will manage 100
additional funds as a lead
manager, bringing the total
to 280. We will add six
more pension actuaries, for
a total of 21. We will thus
be No. 1 in pension trusts in
the trust banking industry.
We will build on this foun-
dation to reinforce our con-
sulting and investment
capabilities.
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Stock Transfer Agency Transactions Framework

Commissioning
Company
(Issuer)

Equities Agency Operations
Commissioning Contract

Shares for which Processing Completed

Miscellaneous Requests, Applications and Notification

Miscellaneous
Requests

Share
Certificates

Payment for Acquisition of Less than 1,000 Shares
Shares (Postal Transfer)
Receipt Notification

Shareholder

Mitsui Trust
Stock

Transfer
Agency
Division

Mitsui Trust
Domestic
Branches

STOCK TRANSFER AGENCY SERVICES

When listing on stock exchanges or registering with the Securities Dealers Association of
Japan, corporations must appoint a trust bank or a designated stock transfer agency as a
transfer agent. Based on the Commercial Law of Japan, a transfer agent manages the share-
holder register and transfers stocks. Mitsui Trust started offering these services in 1958.

Stock transfer agency services require specialized knowledge and the ability to accurately
process information. It is also important to respond flexibly to legaland tax structur e
reforms. With more companies going public every year, this is a highly promising
business area.

Our computer backup systems help us process data accurately and swiftly. We have
boosted our consulting capabilities by uniting the talents of our in-house staff,
legalandacademic advisors to assist with stock administration, shar eholders’ meeting
management, listings, and track foreign shareholders.

In fiscal 1998, the number of shareholders under our agency services rose 6.4%, to
3,455,000. At year-end, 447 clients employed our agency services, including 278 listed
companies.

REAL ESTATE OPERATIONS

These operations cover commercial property sales and lease intermediation, land trusts and
consulting on efficient land use, real estate appraisal, consulting on investment and
securitization, and sales tie-ups for apartments and houses.

We lead the trust banking industry with our teams of real estate professionals. We have
137 appraisers and approximately 2,000 certified real estate dealers, as well as lawyers,
certified public accountants and architects.

In real estate intermediation, we have handled more large office buildings and rede-
velopment projects in recent years, despite the domestic recession. In fiscal 1998, we
brokered the transaction of 1,699 properties, up 156, for a total of ¥193.0 billion, an
increase of 26.3%. Our strength in real estate development is in large-scale commercial
complexes. For example, we have started construction of a massive commercial complex
in Osaka.

Real estate securitization has boomed since the implementation of the Special Purpose
Company Law in September 1998. Securitization differs from corporate finance, which is

Benefits of Merger with
Chuo Trust & Banking
After the merger, 1,709 com-
panies will use our agency
services, representing
12,739,000 shareholders.
This will give us a leading
market share of more than
30%. We will also be able
topr ovide more advanced
information and consulting
services. We plan to offer
more opportunities for stock
transfer agency services
through our greater branch
network, thereby dramati-
cally enhancing convenience
forshar eholders.
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based on companies’ credit ratings, in that the funds raised are asset-backed. Asa trust
bank and institutional investor, we are positioned perfectly to handle securitization,
which covers the real estate, securities and finance businesses.

We were quick to spot the opportunities offered by real estate securitization, and built
a strong team of consultants for this business within the Real Estate Division. In a par-
ticularly noteworthy deal, in March 1999, we securitized a large shopping mall leased
byleading supermarket chain Ito-Yokado Co., Ltd., the tenant, from Tokyu Land Corp.,
the originator, by forming a property management trust. Some of the bonds issued by a
special purpose company were the first such instruments to be rated in Japan.

Land Trust Framework

1. Trust

2. Beneficiary Right

9. Dividend

6. Lease 

7. Rent4. Fund 
Procurement

8. Payment of 
Interest and 
Principal

3. Construction 
Contract

5. Payment

Construction
Company

Land
Owner

Tenant

Mitsui Trust
Trust Assets (Land)

Trust Assets (Buildings)

Financial
Institution

10. Dividends and Principal Repayment

11. Sale

5. Investment

2. Trust Beneficiary Rights 

3. Beneficiary
3. Rights Sold

1. Real Estate Trust

4. Securities Issued  (rated AAA/AA–) 

6. Payment

7. Lease

8. Pay Rent

9. Trust 
　Dividends

Securitization Scheme

Investors 
Bonds
Subscription Certificates

Real Estate Market 

Special 
Purpose 
Company

Bond Management Company

Tenant
Mitsui 
Trust

 (Trustee)

Originator

Benefits of Merger with
Chuo Trust & Banking
We signed a business accord
with Chuo Trust & Banking
on real estate operations in
March 1999. Through this
agreement, both partners
will pool their information
and expertise before the
merger to help prepare for
the emergence of the largest
trust banking network in
Japan.

The agreement extends to
affiliate Sanshin Realty and
Chushin Housing Services
Co., Ltd., which is part of
the Chuo Trust & Banking
Group.

WELFARE SUPPORT

We offer a full menu of services to look after employee welfare. These include housing
finance, tie-up loans and financial consulting. One new way in which we supply these
services is through customers’ intranets, which are linked online with our consulting
office. We use this medium to outline our financial products and provide advice.

SERVICES THROUGH OUR OVERSEAS NETWORK

Our overseas operations are helping us strengthen our trust banking capabilities. In
London, Mitsui Trust International Ltd. heads our investment advisory services in
Europe. InNew Y ork, we maintain Mitsui Trust Company (U.S.A.). These operations
allows us topr ovide global asset management and custodial services.
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Financial Review

Three-Year Non-Consolidated Financial Highlights

Years ended March 31, 1999, 1998 and 1997 Billions of yen

1999 1998 1997

Total Income ¥0,00,741.6 ¥00,871.4 ¥01,059.3
Trust Fees 90.9 130.6 202.7
Net Interest Income 60.5 46.6   53.9
Net Fees and Commissions 18.2 19.1  20.0
Net Trading Gains (Losses) (0.9) (0.0) —
Net Other Operating Income (Loss) 11.3 (12.3) 29.8
Net Other Income (Loss) (307.1) (50.1) (111.3)
Transfer to General Reserve for Possible Loan Losses 0.4 (59.1)   32.0
General and Administrative Expenses 127.0 124.1 123.1
Income (Loss) before Income Taxes  (254.0) 9.5  12.3

Net Income (Loss)  (144.0) 7.5   11.1

Business Profit* 56.2 121.1 94.7
Business Profit before Trust Account Write-Offs* 105.2 156.4 84.6
Effective Business Profit* 105.7 97.2 116.6

Capital Stock 383.4 169.4 169.4
The Number of Common Shares Issued (Thousand of Shares) 1,687,435 1,198,296 1,198,296
The Number of Preferred Shares Issued (Thousand of Shares) 715,000 — —
Total Shareholders’ Equity 749.5 394.8 393.3
Total Assets 9,438.1 12,056.9 12,234.1
Deposits 3,779.7 4,327.4 4,157.5
Loans and Bills Discounted (Banking Account) 4,688.7 6,105.0 6,889.9
Investment Securities (Banking Account) 3,240.4 3,948.7 3,629.2
Trust Assets 29,555.1 31,007.3 33,092.4
Loans and Bills Discounted (Trust Account) 3,118.8 3,542.1 3,947.8
Securities (Trust Account) 14,607.6 13,913.9 13,369.1
Capital Ratio (Non-Consolidated) 15.64% — —
Payout Ratio — 79.81% 53.71%
Number of Employees 5,197 5,603 5,807

* These accounting terms are defined on page 28.
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Fiscal 1998 Non-Consolidated Performance
In fiscal 1998, ended March 31, 1999, Mitsui Trust con-
tinued to make its assets sounder, enhance management
efficiency and reinforce its operating base.

The Bank bolstered its allowances for possible credit
loss in line with the Financial Inspection Manual and the
Guideline for Provisioning, thereby recorded losses of
¥422.1 billion in nonperforming loans and ¥95.0 billion
in investment securities. As a result of these factors, the
Bank registered a loss before income taxes of ¥254.0
billion.

Mitsui Trust switched to tax-effect accounting in the
year under review, leading to a net loss of ¥144.0 billion,
compared with net income of ¥7.5 billion a year earlier.
The net loss per share was ¥110.14, down from net
income per share of ¥6.26.

At the close of the term, deposits in the banking
account were ¥3,779.7 billion, down 12.7% from a year
earlier. The decrease in the deposits was largely attrib-
uted to the withdrawal from the overseas banking opera-
tions. Deposits in domestic operations rose ¥201.9
billion for this period.

Trust assets slipped 4.7%, to ¥29,555.1 billion, reflect-
ing declines in loan trusts and securities investment
trusts. Jointly operated designated money trusts with
principal-guaranteed contracts and loan trusts, stood at
¥6,931.3 billion at the close of the term. Pension trusts
gained 0.1%, to ¥4,335.8 billion.

Loans and bills discounted in the banking account
were down 23.5%, to ¥4,668.7 billion, reflecting aggres-
sive disposal of nonperforming assets and the change
in the accounting treatment of the presentation of non-
performing assets. Loans and bills discounted in the trust
account dropped 12.0%, to ¥3,118.8 billion.

Home and other loans to individuals in the banking
and trust accounts gained 11.8%, to ¥1,374.8 billion.

Business Profit
This term measures the Bank’s core earnings. Its calcula-
tion excludes charge-offs of nonperforming loans, gains
or losses on sales of equity securities and other income
and expenses not directly related to core earnings. In the
case of trust banks, loan write-offs on trust accounts with
principal-guaranteed contracts should be added back to
business profit to allow comparisons with other banks.
In fiscal 1998, Mitsui Trust’s business profit before trust
account write-offs was ¥105.2 billion. The effective
business profit, adjusting for the change of the general
reserve for possible loan losses, advanced 8.7%, to
¥105.7 billion.

Handling of Nonperforming Assets
Mitsui Trust has worked hard to eliminate non-
performing assets. Charge-offs during the period under

review amounted to ¥422.1 billion, of which ¥373.0 bil-
lion was in the banking account and ¥49.0 billion was in
the trust account. This amount, together with the trans-
fer to general reserve for possible loan losses and the
reserve for loans to restructuring countries, totaled
¥429.8 billion, enabling the Bank effectively to eliminate
nonperforming assets.

In line with the Financial Reconstruction Law, we
began in fiscal 1998 to disclose information about claims
under bankruptcy & virtual bankruptcy, claims under
high risk, and claims under close observation. Based on
the guidelines for provisioning, reserves fully covered
categories III and IV for claims under bankruptcy &
virtual bankruptcy in the banking account, and repre-
sented 73.0% of category III for claims under high risk
in the banking account. We increased the coverage ratio
for the claims under close observation to exceed 15.0%.
The general reserve for possible loan losses included
15.7% of the unsecured claims under close observation
in the banking account.

As a result of these moves, the coverage ratio for
claims under bankruptcy & virtual bankruptcy in the
banking account was 100%. The coverage ratio for
claims under high risk in the banking account was
84.9%. The total coverage ratio for the disclosed assets
by the Financial Reconstruction Law was 81.4%.

Consolidated Performance
The operations of the Mitsui Trust Group include leasing,
credit card, investment advisory and credit guarantee
businesses in addition to trust banking services. We
changed our consolidation scope from the application
of the ownership concept to the control concept. This
change of consolidation resulted in an increase in the
number of consolidated subsidiaries to 24 companies,
an increase of 13 companies over the previous fiscal year.
Consolidated affiliates for which equity method was
applied for the period were two, an increase of two
companies.

At the close fiscal 1998, the balance of consolidated
deposits was ¥3,777.8 billion, down 13.8%. This was
due largely to the decision to withdraw from overseas
banking operations.

Loans and bills discounted dropped 25.0%, to
¥4,624.8 billion, reflecting the write-offs of non-
performing assets and the adoption of new standards for
presentation of nonperforming assets.

After disposing of nonperforming assets and unreal-
ized losses on investment securities, we registered a con-
solidated loss before income taxes of ¥252.5 billion. The
net loss was ¥176.3 billion. The net loss per share was
¥135.89.
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Three-Year Consolidated Financial Highlights

Years ended March 31, 1999, 1998 and 1997 Billions of yen

1999 1998 1997

Total Income ¥0,789.4 ¥00,884.1 ¥01,074.1
Income (Loss) before Income Taxes and Minority Interest (252.5) 11.7 12.4
Net Income (Loss) (176.3) 4.1 5.6
Total Shareholders’ Equity 736.7 565.3 567.2
Total Assets 9,521.1 12,282.8 12,501.3
Capital Adequacy Ratio 15.40% 10.40% 9.56%

Capital Adequacy Ratio under BIS Guidelines (Consolidated)

Years ended March 31, 1999, 1998 and 1997 Millions of yen

1999 1998 1997

Tier I
Shareholders’ Equity ¥0,728,416 ¥0,562,399 ¥00,564,284

Total Adjusted Tier I Capital 728,416 562,399 564,284
Tier II

Unrealized Gain on Investment Securities, after 55% Discount — — 185,697
Surplus from Land Revaluation, after 55% Discount 6,810 6,840 —
Reserve for Possible Loan Losses, Excluding Specific Reserves 51,464 51,067 110,388
Other Items 415,942 352,092 148,000

Total Adjusted Tier II Capital 474,216 410,002 444,085
Tier II Capital Included as Qualifying Capital 474,216 410,002 444,085

Total Capital ¥1,201,633 ¥0,972,402 ¥01,008,370
Risk-Adjusted Assets

On-Balance-Sheet Exposure ¥6,878,948 ¥8,065,294 ¥09,049,782
Off-Balance-Sheet Exposure 905,196 1,245,012 1,496,933
Market Risk-Related Exposure 17,350 31,812 —

Total ¥7,801,494 ¥9,342,119 ¥10,546,716
Ratio of Capital to Risk-Adjusted Assets 15.40% 10.40% 9.56%
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How to Read the Financial Statements of Trust Banks

To adjust for this difference and more accurately reflect the
profitability of core operations, trust banks calculate business
profit before trust account write-offs. This allows a comparison
with other banks according to business profit.

The effective business profit is calculated by adding back
the transfer to general reserve for possible loan losses from
business profit before trust account write-offs. The purpose of
this calculation is to show the trend of a bank’s earning power
by eliminating all credit costs including transfers to general
reserves.

Trust Account and Banking Account
Trust banks keep two types of account: the banking account,
which is the institution’s own; and the trust account, which
is the account of beneficiaries. We have a number of trust
accounts, reflecting the fact that we must separately administer
the assets of each trust contract. In principle, details of
individual accounts are disclosed only to trustors or beneficia-
ries. Nevertheless, the total balances of money and pension
trusts are recorded in the trust account’s aggregate balance
sheet. The main assets and liabilities of the trust account with
principal guarantee agreement are also disclosed.

Although trust assets nominally belong to trust banks, in
fact they belong to the beneficiaries. The institutions therefore
receive trust fees for managing these accounts. After deduc-
tions for fees and expenses, the profits generated with these
accounts all become trust assets.

Trust fees represent one source of income in the banking
account. In other words, the banking account income state-
ment reflects both earnings from banking operations and from
trust operations.

The Concept of Business Profit (Gyomu Jun-Eki)
To calculate core profits—excluding items outside core
operations, such as stock earnings and losses and write-offs
of nonperforming assets—we calculate the business profit
by selecting only those items that express the earnings from
core operations from within the income statement.

Business profit is calculated by subtracting the general
and administrative expenses and the transfer to the general
reserve for possible loan losses from gross business profit.
Gross business profit comprises:
• Net interest income (such as from deposits, loans and

marketable securities);
• Net fees and commissions (trust fees, and fees and

commissions);
• Net trading gains (earnings from trading purpose

transactions); and
• Net other operating income (such as earnings from foreign

exchange and bond trading).

Business Profit at Trust Banks
In addition to business profit, trust banks disclose business
profit before write-offs from the trust account. With trust
banks, the business profit calculated according to the formula
mentioned above does not adequately reflect the profitability
of core operations. Trust fees, which are part of business profit,
are calculated after subtracting loan write-offs in the trust
account. Therefore, business profit is smaller than a trust
bank’s actual profitability in core operations.

The Relationship between Ordinary Income and
Business Profit

Trust Fees

Interest Income

Fees and Commissions

Trading Gains

Other Operating Income

Other Income

1�
�

Ordinary Expenses (B)

2�
�

�

Gross Ordinary Income (A)

Interest Expenses

Fees and Commissions

Trading Losses

Other Operating Expenses

General and Administrative
  Expenses
Other Expenses

Sample Calculation of Business Profit before 
Trust Account Write-Offs

Business profit before trust account write-offs (A + B + C)

250

Business profit (A + B)

220

Business profits other than for trust fees (A)

150

Business profits other than for trust fees Trust fees before loan write-offs

Trust fees (B)
Loan write-offs
in the trust
account (C)

70 30

Ordinary Income
This is calculated by deducting ordinary expenses (B) from gross ordinary
income (A).
Gross Business Profit
The amount remaining after subtracting the highlighted areas in box  2  from
those in box  1  is nearly equal to gross business profit.
Business Profit
This results from subtracting general and administrative expenses and the
transfer to general reserve for possible loan losses from gross business profit.
The transfer to general reserve for possible loan losses is part of other
expenses.

Note: General and administrative expenses in the calculation of ordinary
income include retirement payments and transfers and reimbursements to
retirement reserves. The general and administrative expenses in the calculation
of business profit only include the transfer to retirement reserves.
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Risk Management at Mitsui Trust

Basic Risk Management Policies
The deregulation and globalization of Japanese finance
in line with the nation’s Big Bang are creating many new
business opportunities for financial institutions. Such
developments are also making risks faced by banks more
complex. It is crucial for banks to secure a sound
business by acting responsibly.

Directors must therefore fully understand the nature
of risks and build the Bank’s organizational structure to
provide enhanced risk management. The real challenge is
not minimization of risks but control and administration
of risks to improve the Bank’s performance.

It has long been a top priority at Mitsui Trust to man-
age risks effectively and ensure soundness. Under the
leadership of the Board of Directors, we are endeavoring
to reinforce our internal control system including con-
solidated risk recognition and assessment.

Overall Risk Management Structure
The Board of Directors formed our Risk Management
Regulation, which determine risk recognition, risk
assessment and the organizational structure and respon-
sibility to control risks. Specific rules cover each of these
areas.

We recognize market, liquidity and credit risks as
measurable risks and operational and systems risks as
non-measurable.

We control measurable risks by clarifying risk assess-
ment methods and establishing limits. We monitor and
report on the usage of these limits and return on the
risks. We have implemented preventive policies to cover
non-measurable risks.

To date, board-appointed bodies have managed risks.
The Executive Committee handled market and liquidity
risks. The Credit Appraisal Committee supervised credit
risk. The Internal Administrative Committee covered
operational and other risks. In June 1999, we formed a
new executive committee to comprehensively strengthen
risk management by absorbing the Internal Administra-
tive Committee to form the Internal Control Executive
Committee. This new body debates risk management
policies, allocates resources to the risk limits framework
and ensures sound management.

In July 1999, we reinforced overall risk management
by creating the Corporate Risk Management Division,
which took over internal administration from the
General Planning Division and consolidates risk manage-
ment. The new division absorbed the function of the
Market Risk Management Division as a middle office of
market risk and liquidity risk. It helps the Board of
Directors oversee risk management by integrating such
management and building a specific risk management
organization.

Board of Directors 

Overview of Risk Management Structure

Audits

Audits

�

Board of
Corporate
Auditors

Corporate
Auditors

Inspection

Inspection

Inspection

Internal Control Executive CommitteeCredit Appraisal
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Risk Management Regulation
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Market Risk Management Structure
Market risk is that of suffering asset value losses follow-
ing fluctuations in such factors as interest rates, market-
able securities prices and foreign exchange rates.

To control such risks, the Corporate Risk Manage-
ment Division, which operates independently from front
office businesses, measures and monitors market risks
daily. It reports daily to management and submits a
monthly report to the Internal Control Executive
Committee.

We use the Value at Risk (VaR) technique to measure
market risks. VaR statistically projects maximum
potential losses when a market moves unfavorably.

We operate strictly within the VaR limits that we set
to safeguard management and meet our profit objectives.
One drawback with VaR is that it does not indicate a
position’s direction. We therefore support it with sensitiv-
ity limits including Basis Point Value Limit and Vega
Limit that reflect operational and product attributes.
We also use Alarm Point and Loss Limit frameworks to
control unexpected losses from market transactions.

To verify our VaR, we back-test daily to compare
actual performance with our VaR. In fiscal 1998, our con-
solidated trading transaction VaR was ¥100 million to
¥400 million (a holding period of one day with a one-
tailed confidence level of 99%). We exceeded our VaR on

just three of 247 business days during that period, or
1.2% of the total. This result was very close to our VaR,
highlighting this model’s accuracy as a market risk man-
agement tool. Market movements sometimes deviate
from historical patterns, so we perform daily stress tests.

We will continue to boost our risk management
capabilities in the years ahead.

Credit Risk Management Structure
We are strengthening our credit risk management to
minimize credit losses and ensure a sound asset portfolio.

Clear Basic Policies
We established our Credit Risk Management Regulations
to comprehensively control such areas as loans and
market and off-balance-sheet transactions. The Credit
Planning Division works closely with credit related divi-
sions to manage overall credit risk, including that for
consolidated Group businesses.

Strict Supervision
Loan Supervision divisions I and II, which are indepen-
dent from the business promotion sector, rigorously
evaluate and supervise credit for each transaction from a
number of perspectives. These include purpose of fund,
ability to repay, cash flow, security and earnings. The
Credit Appraisal Committee, a management-level organi-
zation for credit control, examines and decides on major
loan requests.

Mid-Level Assessment by Asset Assessment and Credit Ratings
Based on our Asset Assessment Regulations, branches
conduct primary assessments following secondary
appraisals by our Loan Supervision divisions. Such
assessments allow us to generate correct financial state-
ments and more accurately identify borrower problems.
The Loan Supervision Division III oversees problematic
borrowers in line with our Problem Loan Rules.

We have introduced a 12-stage credit rating system
that includes asset assessments for all corporate borrow-
ers and allows us to perform detailed checks. We quan-
tify these ratings with an internal credit risk model. We
use Monte Carlo simulations and other tools to analyze
portfolios. We will unify our credit risk management
standards with those of Chuo Trust & Banking immedi-
ately after the merger while drawing on a far greater
borrower database to further enhance our credit risk
management capabilities.

An Independent Checks and Balances Structure
In June 1999, we set up the Asset Quality Audit Division,
which independently oversees credit management, asset
assessments and write-offs and reserves. This division
audits our credit rating and other aspects of credit con-
trol. It also superintends asset assessment processes and
results and determines the suitability of our write-offs
and reserves. The division reports to the board.
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VaR calculation assumptions
Holding period: One day
Confidence level: One-tailed, 99%
Observed period: Three years
Measurement technique: Monte Carlo simulation

Activities covered by VaR
Mitsui Trust’s consolidated trading transactions

Coverage period
April 1998 to March 1999 (247 working days)

Basic results
Above VaR: Three times
Maximum: ¥378 million
Minimum: ¥59 million
Average: ¥164 million
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Enhancing Supervisory Capabilities
We have instituted a multistage regular training system
for branch loan officers to improve primary daily super-
vision. In addition, we hold seminars for credit related
divisions to analyze the cause of bankruptcies and other
bad loans.

Liquidity Risk Management Structure
There are two types of liquidity risk. One is funding-
related: a financial position can deteriorate and hamper
financing, forcing an institution to borrow at high inter-
est rates and suffer losses. The second is a market liquid-
ity risk, whereby market turmoil makes transactions
impossible.

To control funding risk, the Treasury Division man-
ages yen and foreign currency financing for all our
operations.

The Corporate Risk Management Division monitors
adherence to guidelines and reports to the Internal
Control Executive Committee.

Our specific funding risk approach is to use position
guidelines for limits controlling surpluses and shortfalls
in core yen funds, excluding retail and other market-
based finance. We use gap guidelines to limit the yen and
foreign currency funds needed in the marketplace. We
review the guidelines as needed in line with funding con-
ditions and always maintain a minimum level of reserves
for all contingencies.

To control market liquidity risk, we have formulated
guidelines that limit balances by product on a global
market basis. Here, too, all activities are monitored and
reported.

Other Risk Management
Other risks faced by financial institutions include opera-
tional and systems risks. We have taken proactive steps
to avoid such risks. For example, we have established
operational procedures and manuals and maintain a
process to check daily activities.

We are building a structure that addresses such sys-
tem risks as losses from computer crashes, misoperation,
system inadequacies and illegal usage while safeguarding
all our information assets.

We address the risk associated with our responsibili-
ties as a trustee—a risk unique to the trust banking
industry—through various regulations and principles
to assist with trust management.

Auditing System
Mitsui Trust aims to strengthen its auditing structure to
ensure appropriate internal control. Specifically, we run
an internal system that annually audits branches and
divisions. Each branch also conducts its own audits.
Systems operations audit themselves twice annually and
also undergo annual audits from the Inspection Division.

The Board of Directors and the Internal Control
Executive Committee receive periodical audit reports.

Asset–Liability Management Structure and Administration
The asset and liability structures of financial institutions
are changing in line with the liberalization, international-
ization, diversification and increasing sophistication of
finance. Interest rate, foreign exchange and stock fluctua-
tion and other risks are exerting more complex influ-
ences on the profitability of financial institutions. It is
crucial for institutions to properly control these risks and
stabilize and expand their income.

We exhaustively manage assets and liabilities through
the Internal Control Executive Committee, which reports
on Groupwide risks and formulates interest rate risk
management policies.

We formulated a loss restriction framework for front
office operations that reflects our capital strength and
business strategies. The goal is to allocate resources more
efficiently and thereby streamline risk management.

Our ALM system is crucial to identify and analyze
both on-balance-sheet activities, such as deposits and
marketable securities transactions, as well as areas off the
balance sheets, notably swaps. We draw on ALM support
systems and an array of tools to measure and evaluate
risks. These include VaR, Basis Point Value, maturity
ladders and periodical profit and loss simulations. We
combine such analysis with financial and economic envi-
ronment factors. Where necessary, we review investment
and procurement plans and undertake swaps and other
market transactions.

Compliance System
Through deposits, settlements and intermediary func-
tions, financial institutions have a mission to contribute
to the progress of the economy and society. We recognize
that our responsibility to the public is important.

At the same time, rapid deregulation has made the
management of financial institutions far more challeng-
ing. Under these circumstances, financial institutions
have to take on this mission and the following responsi-
bilities. Trust from customers and society is crucial to
fulfill the mission and responsibility. Compliance is
important to maintain the trust of customers.

Financial institutions must be managed soundly based
on compliance to laws and regulations and ethical stan-
dards to protect the institution’s reputation with custom-
ers and market participants. At Mitsui Trust, compliance
is a basic rule of our management and central to all
aspects of our operations.

In line with this commitment, in May 1998 we formu-
lated a code of ethics and established the Legal Division
to enhance the checking function of compliance. In
establishing a compliance system, we made Compliance
Regulation and published a Compliance Manual which is
a guide of legal and ethical compliance for all employees
and directors. We formulated our compliance program,
which is an action program to enhance our legal risk
management structure including training in compliance
issues.


