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Asset Administration
In securities- and pension fund-management services, we
prioritized investment in systems, such as a pension asset-
management system, to maintain and further enhance
competitiveness in a tougher business environment. We
pinpointed areas of development and fine-tuned allocation
of personnel and monetary resources to these areas. We pro-
moted standardization and manuals outlining office proce-
dures to trim costs, and thereby increased profitability in our
fund-management services.

To raise procedural precision and elicit greater credibility
in fund-management activities, Chuo Trust acquired ISO
9002 certification in foreign securities-management services.
Our achievement is particularly noteworthy as we are the first
Japanese bank to obtain this world-renowned endorsement.
Our next task is ongoing: to preserve this high standing.

Toward this end, we will further complement our consul-
tation function in such pension-related areas as pension
asset-liability management and fund-management advisory
services, and take appropriate action on defined contribution-
style pension plans with a clear-cut perspective, including
alliances with other financial institutions.

Asset Administration Sector Acquires ISO 9002

Certification

In February 1999, Chuo Trust acquired ISO 9002 certification
from the International Organization for Standardization for
systems designed to provide stable, high-quality services in
three areas of operations—foreign securities-management
services, investment trust administration and fiduciary services,
and standing proxy services. Recognition in foreign securities-
management services and investment trust administration
and fiduciary services is particularly noteworthy because
Chuo Trust’s milestone is also a first for the Japanese
domestic banking community.

Stock Transfer Agency Services
The sluggish stock market crimped demand for transfer of
title services, a mainstay component of stock transfer agency
services. However, a follow-up release of government-held
shares in Nippon Telegraph and Telephone Corp. and
agreements with listing companies raised the number of

Review of Operations

Funding & Lending
Funding forms the bedrock that supports all of Chuo Trust’s
operations. In fiscal 1998, the Bank expanded both its client
base as well as its transaction volume for funding and lending
through the assumption of operations previously executed by
the Honshu-based offices of the Hokkaido Takushoku Bank.

Complemented by energetic marketing activities, the
balance of total deposits, primarily term deposits, jumped
71.9%, to ¥3.1 trillion at year-end. In the final analysis, total
funds rose 10.6%, to ¥12.6 trillion. In lending, effective
marketing activities led to a 10.0% increase of figures in
both accounts (banking and trust), or ¥4.2 trillion, against
the weak-demand-for-funds background.

Above all, owing to the increase of lending assets caused by
the succession of the Hokkaido Takushoku Bank’s Honshu-
based operations, lending in the banking account climbed
32.3%, to ¥2.3 trillion.

New developments during the term under review include
the July 1998 debut of a U.S. dollar-denominated term
deposit geared to the diversifying needs of clients in the era
of Big Bang financial reforms. In December 1998, we also
began handling securities investment trusts throughout our
domestic branch network.

To enhance convenience for clients, we introduced Chuo
Telephone Banking in October 1998. This service enables
clients to execute transactions by phone rather than appear-
ing in person at a branch. In March 1999, we initiated an
on-line link to the ATMs and cash dispensers of the postal
savings system to facilitate access to Chuo Trust accounts
through any post office in Japan.

Our outlook for the immediate future highlights a dra-
matic expansion in our transaction base, from the current
1.1 million clients to 2.7 million clients, through the merit
of scale afforded by the upcoming merger with Mitsui Trust.
The merger will also facilitate the establishment of a funding
substructure supported quantitatively and qualitatively by
accumulated funding know-how at both banks and the
application of client-administration systems.

In light of anticipated progress in private banking, we
installed financial planners and other experts to provide com-
prehensive consultation services to our retail clients, strengthen
housing loan and investment trust sales, and strive to extend
distinctive and sophisticated services characteristic of a trust
bank. Blanket development of funding operations and our
four core trust-banking services will enable us to hone a
sharper competitive edge and further reinforce profitability.
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shareholders under Chuo Trust’s administration by 178, to
9,285,000.

Reduced corporate profitability, for example, held many
businesses back from a listing, which curbed the number of
newly listed companies on our register of securities under
management. Nevertheless, stalwart efforts to attract new
agreements boosted the number of companies for which the
Bank acts as stock transfer agent to 1,263 at March 1999, an
increase of 136 from a year earlier.

Of all domestic stock transfer agency services, in terms of
total agreements and stockholders served, Chuo Trust cap-
tured about 22% of the market and retained the industry
crown as the top stock transfer agent in Japan.

Chuo Trust set the standard for the industry’s top stock
transfer agency with services fine-tuned to the needs of
shareholders and corporate clients. The Bank resourcefully
addressed necessary resource allocation reinforce its planning
division and polish all-round capabilities in, for example,
systems, administrative procedures and custody applications.

Stock transfer agency services are governed by strict legal
guidelines. Of note, the Commercial Code and the Securities
and Exchange Law have come under frequent revision of late,
highlighting the importance of legal compliance. Chuo Trust
thus strives to extend a broad-based array of legal services.

In addition, we will enhance our consulting function,
including advice on capitalization plans geared toward a
stock listing, and forge closer ties with external affiliates as
well as related internal divisions to foster an increase in the
names of listed companies that have entrusted us as stock
transfer agent.

Chuo Trust Launches Foreign Stockholder Surveys,

Promotes Proxy Voting

An increase in the number of foreign shareholders, owing to
the advance of global equity management techniques, has
from a perspective of satisfying the quorum requirement for
a general shareholders’ meeting, as stipulated in the Com-
mercial Code, prompted a growing number of companies
in Japan to embrace investor relations activities geared to
investors overseas and to urge foreign shareholders to exer-
cise their voting rights. Against this backdrop, in October
1998, Chuo Trust embarked on full-scale services to seek out
foreign shareholders and encourage them to use their voting
rights. The Bank offers, for example, information from an
investor database targeting listed issues worldwide, under-
takes with the help of overseas research organizations inves-
tigations of foreign shareholders, and supports efforts to
foster greater voting participation.

Asset Management
Amid the progress of Japan’s Big Bang financial reforms, asset
management has come under a direct and severe assault from
major domestic and overseas fund-management companies
as competition transcends traditional backstops.

As of March 31, 1999, Chuo Trust held ¥15.2 trillion in
assets under management, up 1.2% from a year earlier. The
Bank earned a high reputation from clients in the management
of various assets, including pension funds.

Chuo Trust has established a strategic emphasis hinging on
polished asset-allocation skills, heightened ability to manage
individual funds, a more effective fund-management system
and refined client services. These efforts will support and fur-
ther expand assets entrusted to the Bank for return-generating
application.

We adhere to a balanced fund-management style and strive
to enhance our basic portfolio policies and medium- to
long-term asset-application expertise.

In the area of individual funds, we have prioritized origi-
nality and excellence in domestic stock investments as well
as strong individual asset-management capabilities honed
through the diversification and sophistication of domestic
securities investment techniques. On the organizational
front, our strategies spotlight ongoing improvement in the
quality of services provided by our portfolio managers, in
addition to sharpening our competitive edge overall through
more efficient allocation of personnel. These efforts promote
thoroughly systematic investment activities.

To complement our skills in global fund management,
we formed a non-exclusive relationship with HSBC Asset
Management, under the umbrella of the HSBC Group, a
U.K.-based international financial titan. We will continue
to reinforce our ability to profitably manage foreign-currency
assets through ties with prominent foreign-owned invest-
ment advisories and foreign-owned asset management firms.

Looking beyond our merger with Mitsui Trust, we envi-
sion a dedicated trust bank—a comprehensive financial insti-
tution at the forefront of the domestic banking industry in
all areas of trust banking, especially asset management. The
new bank will be No. 1 in corporate pensions under manage-
ment, for example, drawing on and further expanding the
investment know-how cultivated by the two parent banks,
improving our competitive edge and capitalizing on heightened
profitability potential.

Current conditions surrounding domestic corporate pen-
sion funds offer new opportunities and tremendous latitude
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for growth. The operating environment is characterized by
such developments as rapid deregulation of investment and
fiscal administration rules, required disclosure of pension
obligations on corporate balance sheets, and movement
toward the implementation of defined contribution-style
pension programs. Client needs are becoming more sophisti-
cated and varied as administrative processes evolve. Chuo
Trust will thus strive to improve the quality of products and
services through a strong cadre of actuaries and offer ger-
mane pension consulting as well as comprehensive reporting
expedited via pension-oriented asset-liability management.

The Start of Investment Trust Counter Sales

In December 1998, the ban on counter sales of investment
trusts by banks in Japan was lifted, heralding a noticeable
shift in the allocation of financial assets by individuals. Previ-
ously, the bulk of personal assets was banked as deposits.
Coinciding with the removal of the ban, Chuo Trust launched
sales of investment trusts at the Head Office and all 110
domestic branches. To extend suitable portfolio advice to
clients, based on client-specific investment goals, risk
thresholds and investing experience, the Bank implemented
a branch-wide advisory service utilizing personal computers
(PCs).

Real Estate
Although the domestic housing market showed a little
improvement during the year to March 31, 1999, the real
estate market as a whole remained lackluster. Against this
backdrop, Chuo Trust resourcefully applied its market acu-
men and was rewarded with 1,240 transactions, brokerage
worth ¥140.8 billion. This was 220 transactions, more than
in the previous fiscal year, and a 17.5% increase in value.

To enhance brokerage operations and facilitate new busi-
ness options, we will maximize the know-how accumulated
through such activities as land trust services, and urban rede-
velopment and regional development projects. In addition,
we will resourcefully invest in young employees by providing
training that will have long-term dividends for our real estate
services.

We have also consolidated the consulting functions of the
Real Estate Business Department and the Development and
Projects Department and are placing greater emphasis on
proposal-style marketing activities.

In tune with the needs of property-owning companies,
we enthusiastically engage in liquidity services utilizing land
trusts.
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Risk Management

Risk Management System
Financial deregulation comes as a mixed blessing to financial
institutions in Japan. Progress in the financial realm generates
new business opportunities but simultaneously exposes par-
ticipants to increasingly varied and complex risks. To raise
profitability while forging a sound operating foundation, each
bank must skillfully pinpoint inherent risks and appropriately
control these risks.

Early on, Chuo Trust made the establishment of a suitable
risk-management system an executive priority. Our current
goal stresses Bankwide adherence to the system and heightened
ability to respond to specific risks.

The operating environment spins an intricate web of risks,
namely credit risk, market risk, liquidity risk, operational
risk, system risk, legal risk and reputation risk. Strict controls
are applied in each department, with blanket supervision by
the General Planning Department.

Our perspective on operational health and adequate
security measures is grounded in the principles of self-
responsibility. We review respective systems, for example,
according to a risk checklist and other criteria recommended
in such documents as the “Final Report of the Working Group
on Financial Inspection Manuals” published by the Financial
Supervisory Agency, and strive to further augment risk-hedging
procedures and ensure conformity to a broader application of
financial laws and ordinances. The new bank born through
the merger of Chuo Trust and Mitsui Trust will maintain this
enduring system-oriented emphasis on risk control.

Credit Risk
Credit risk is the potential for the value of assets, including
off-balance-sheet assets, to erode should a borrower’s finan-
cial conditions falter or fail completely, thereby saddling a
financial institution with losses. Chuo Trust endeavors to
comprehensively strengthen its risk-control capabilities with
pre-contract investigations, fine-tuned client administration,
and liability safeguards.

At Chuo Trust, proficient credit-risk management capabilities
highlight five areas:
1) The Board of Directors and the Executive Committee estab-

lish discussion-based guidelines for each credit and deter-
mine the basic direction for provision of said credit, such
as pertinent conditions governing the extension of funds.

2) We stress the independent nature of the Credit Supervision
Department, sharply scrutinize each contract, and promote
the application of sophisticated investigation techniques
incorporating quantitative analysis and other risk-gauging
formulas.

3) We cultivate lending expertise among marketing locations
through on-the-job study sessions, and training by the Credit
Supervision Department to bolster front-line assessment
of borrower conditions and thereby hone the skills needed
to ensure accurate, pre-contract risk-hedging competence.

4) We utilize specialist departments to minimize the risks
associated with problem borrowers.

5) The Asset Quality Audit Department examines self-
executed asset assessments independently from the Credit
Supervision Department, and verifies the health of the
Bank’s balance sheet.

Risk-Management System

Type of Risk Risk-Management Section Administration

Credit Risk Credit Supervision Dept. General Planning Dept.
Loan Planning Dept.

International Dept.

Market Risk

General Planning Dept. ALM Committee

Board of 

Directors

Management

General Planning Dept.

Liquidity Risk

Operational Risk

System Risk

Legal Risk

Reputational Risk

Operations Supervisory and Support Dept.

International Dept.

Systems Dept.

Planning and Coordination Dept.
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Market Risk
Market risk is the possibility that the value of assets, includ-
ing off-balance-sheet assets, will fluctuate because of changes
to various major risk factors prevalent in the market, such
as interest rates, foreign exchange rates and the price of mar-
ketable securities, and thereby present the issuing financial
institution with losses.

At Chuo Trust, the Treasury Planning Office in the
General Planning Department acts as an independent risk
management section. This core office of the Bank’s central-
ized system for internal evaluation of market risk-management
activities formulates risk management techniques, determines
risk limits, confirms adherence to various risk-management
rules, and calculates, analyzes and drafts reports for executives
on the Bank’s overall market risk exposure and the respective
market risk faced by each trading department.

The Asset-Liability Management (ALM) Committee—a group
of departmental managers and designated directors well-versed
in risk-management matters—focuses on efficient and bal-
anced fund-management and procurement operations under
prevailing economic and financial environments and against
interest and exchange rate predictions. In addition, the ALM
Committee works to secure stable and ever-broader profits,
while keeping market risk and liquidity risk under control.

Establishing a Risk Limit
The fundamental purpose for establishing a risk limit is to
pinpoint types of risks and incumbent attributes and to main-
tain the volume of risk carried by the Bank at a controllable
level. More precisely, we measure risk volume—the maximum
amount exposed to potential loss—by the fixed probability
Value at Risk (VaR). Risk volume is then apportioned to
each market-linked department. The risk limit and respective
allocations are reviewed twice a year.

VaR guidelines are prevalent in each trading area, augmented
by positioning restrictions for consistency and strict regulations,
such as a loss limit, an alarm point and a loss-cut rule. Our
fundamental risk-management direction is officially outlined
in Risk-Management Rules for Marketable Transactions.

Organizational Structure
Chuo Trust classifies departments engaged in marketable
transactions into three clearly defined entities: trading execu-
tion, procedure-administration and risk control. The respec-
tive functions of each department underpins the Bank’s
double-check system, but blanket control of market risks
remains under the all-encompassing direction of the Treasury
Planning Office in the General Planning Department.

Reporting Format
The departments engaged in marketable transactions tackle
operations dictated by detailed administrative rules regarding
type of transaction, position limits and risk limits. Trading
departments, particularly those involved in derivative transac-
tions, must adopt a process that can grasp not only the market
evaluation of position but also various indicators, including
delta and gamma option risks on a real-time basis. Daily Bank-
wide risk-management reports prepared by the Treasury Plan-
ning Office in the General Planning Department, are forwarded
to senior management, and monthly reports are provided to
the ALM Committee and the Executive Committee.

Risk Volume Inherent in Trading Business
Trading business seeks to turn a profit in a relatively short term
through the lucrative difference in buy and sell prices and
through fluctuations in interest rates. Chuo Trust tabulates
overall trading-risk exposure with VaR. Volatility and various
correlation coefficients are recalculated at least once a month.

Between April 1, 1998, and March 31, 1999, the VaR on
trading accounts (holding period: 1 day; confidence interval:
99%) shifted from a low of ¥45 million to a high of ¥380 mil-
lion, with an average of ¥129 million. With regard to indi-
vidual risks, such as the risk born from discrepancies between
the fluctuating prices of designated securities, for example,
and overall market-based prices, Chuo Trust calculates VaR
based on the standard procedure advocated by the BIS.

The VaR as of the end of March 1999 stood at ¥79 mil-
lion. The equivalent amount—net worth allocated to market
risk—of market risk under BIS market-risk regulations was
about ¥1 billion. The effect on the Bank’s capital adequacy
ratio was about 0.04%.

Back Testing
The accompanying graph illustrates back testing between
April 1, 1998, and March 31, 1999, and verifies the precision
of the VaR model.
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Stress Test
Chuo Trust prepares for unforeseen developments by per-
forming a stress test to measure its position in trading trans-
actions. The stress test yields a worst-possible scenario in the
event that price fluctuation is greater than the future price
fluctuation assumed in the risk-measurement model.

Liquidity Risk
Liquidity risk is two-fold. In a cash flow sense, liquidity risk
appears when a bank’s precarious financial position hinders
its ability to secure vital funds for operations or when a bank
must resort to fund procurement at exorbitantly higher
interest rates than usual to sustain a healthy cash flow and is
thus unavoidably burdened by associated losses. In a market
sense, liquidity risk carries the possibility of losses stemming
from a bank’s inability to execute market transactions because
of turmoil in a given market or from the bank’s forced execu-
tion of transactions at prices noticeably more disadvantageous
than usual.

At Chuo Trust, the Treasury and Securities Department is
in charge of yen-based transactions, while the International
Treasury Department, under the supervision of the Interna-
tional Department, is responsible for foreign-currency trans-
actions. The ALM Committee receives reports on liquidity
conditions from respective divisions via the General Planning
Department, which pools risk-control information, then
thoroughly discusses the situation with an eye toward the
formulation of prudent strategies for each division. Seeking
to improve precision in pinpointing cash flow requirements,
the Bank predicts the daily cash gap up to about two months
ahead as well as on a monthly basis thereafter.

Operational Risk
Operational risk is the possibility that a bank will experience
a loss due to accident, management error or dishonest actions.
At Chuo Trust, the Operations Supervisory and Support
Department monitors operational risk in domestic operations,
while the International Department oversees operational risk
in the Bank’s activities abroad. We aim to raise the level of
administrative accuracy by strengthening the guidelines that
underpin tasks executed at branches and by training specific
branch-based individuals in the art of hedging operational
risk. We review various rules and publish manuals to bring
internal procedures up to scratch. Our double-check system
reconfirms suitable control of risk through in-house audits
by the Inspection Department.

The in-house audit system delegates inspection duties to six
groups—planning, guidance, rules, investigations, systems,

and overseas and market-oriented activities—within the
Inspection Department. The system subjects the Head Office
and branches at home and abroad to tough scrutiny more than
once a year to verify the status of internal-administration and
risk-management controls.

To expedite inspections, we employ such measures as
thorough preparation ahead of an inspection, individual
interviews with divisional and branch managers and employ-
ees, post-inspection follow-ups, training to improve the
capabilities of inspection staff, and full use of staff with
specialist skills.

System Risk
System risk pertains to the possibility of losses incurred by
financial institutions in the event of a computer crash, a mal-
function or a system failure, as well as losses caused by illegal
access to on-site computers.

Chuo Trust clearly defines the structure, the responsibili-
ties and the authority granted to individuals in manuals out-
lining system development and operation. We have separated
the development and operation of systems into two distinct
departments as a backup maneuver for mutual checking.

In addition to troubleshooting strategies and security mea-
sures to thwart unauthorized entry or exit at the computer
center and computer-related crimes, we exercise strict control
over access to data stored in our computer system.

The Millennium Bug, also known as the Y2K problem, is
an executive priority—one that demands full participation
from all employees at Chuo Trust. Details on the Bank’s
readiness for possible Y2K disorders are found on page 17.

Legal Risk/Reputational Risk
Legal risk is inherent in individual transactions. At Chuo
Trust, the Legal Affairs and Compliance Office in the
Planning and Coordination Department handles audits
and research related to legal matters, and coaches business
segments in the treatment of legal concerns.

Reputational risk hinges on the regard accorded to a finan-
cial institution and any rumors that may be in circulation.
We must prevent such risk from gaining prominence, promote
measures such as those outlined above to avert risk, and aim
for trustworthy, highly transparent operations. Toward this
end, we strive to establish a solid compliance system and
expand the scope of disclosure.

On our Web site, we spell out social concerns and topics
of importance in our operations in a question-and-answer
corner. We also seek to provide useful facts and figures for
participants at analyst-oriented information meetings.
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The Y2K problem arises from encoding structures within
many computer software programs and operating systems,
which use only two digits to designate a calendar year. As a
result, January 1, 2000, could be interpreted as January 1,
1900, a situation that would disrupt date-dependent data
processing and cause software programs and systems, as well
as related equipment, services and products, to malfunction.

In addition, 2000 is a leap year. The inability of com-
puter programs to recognize the quadrennial appearance
of February 29 also has the potential to trigger operational
problems.

Organizational Measures
Management fully realizes the imperative nature of address-
ing Y2K concerns in order for Chuo Trust to ensure an unin-
terrupted flow of business in all parts of the Bank. This is
not only a management issue; it encompasses the entire orga-
nization and all staff must gain a thorough understanding of
potential problems and needed responses. We have allocated
a workforce equivalent of 1,200 technicians focused on Y2K
preparations for one month, as well as ¥2.7 billion to cover
in-house systems personnel costs, outside developers’ expenses
and the purchase of relevant hardware and software. In terms
of human and monetary resources, the Bank is well prepared
to tackle the Y2K problem.

On the organizational front, the Y2K Executive
Committee—a cross-sectional representation of the Bank
led by the deputy president—holds meetings at least once a
month to prepare for possible risks stemming from the Y2K
problem. The committee, whose broad participation promotes
wide-ranging opinions on the Y2K strategies formulated by
each business division, evaluates plans and policies and tracks
the progress of the Bank’s Y2K readiness.

System Readiness
As of July 1997, Chuo Trust concluded its assessment of
required responses on system readiness. Based on the assess-
ment, we revised systems, ran internal tests (excluding
client-connection tests), retested, and amended remaining
problems. The plan was executed and completed on schedule
by December 1998.

Currently, we are expanding the extent of our tests to
make doubly sure of the Y2K readiness of the Hokkaido
Takushoku Bank systems acquired when the Honshu-based
branches were brought under the Chuo Trust umbrella in
November 1998. While we confirmed that the system trans-
ferred from the Hokkaido Takushoku Bank was Y2K-ready
when we assumed operations of the branches, we undertook

Y2K Readiness

a comprehensive test of the system between April and May
1999 as further guarantee and reaffirmed readiness.

Preparations for the merger with Mitsui Trust must also
take the Y2K problem into account. However, since the
merger with Mitsui Trust will take place in April 2000, the
Y2K problem is expected to have only a marginal impact on
the Bank and its systems. A few programs will require modi-
fication, but all systems should check out by June 1999. As a
final safeguard, we will run a rehearsal test in August.

Finally, we have taken a positive role in external connec-
tion tests with the Bank of Japan, for example, and the Fed-
eration of Bankers Associations of Japan. In addition, we are
also running verification tests with outside sources to which
we send and from which we receive electronic data.

Facilities and Security
As of December 1998, we had completed on schedule the
bulk of our program revisions and countermeasures, includ-
ing tests, on such facilities and security equipment as safes,
facsimiles, elevators, switchboards, monitoring systems and
cameras, and heating and cooling systems.

Contingency Plan
As outlined above, Chuo Trust has formulated various mea-
sures to ameliorate Y2K concerns, and the Bank is confident
that these measures will suffice. However, we have drawn
up a Bankwide contingency plan that we can fall back on
should our systems fail to operate properly or should trouble
in the social infrastructure hinder our ability to conduct
business as usual.

In June 1999, each operating department produced a
manual that outlines procedures to be followed in times
of social infrastructure disruption, including emergency
responses, preliminary schedules and strategies to get
through the New Year. To further minimize Y2K-related risk,
we also execute drills throughout the Bank to give employees
practical knowledge of the schemes presented on paper.

Overseas Readiness
At our overseas offices, as well, the process of Y2K readiness
moves steadily forward, in compliance with guidelines issued
by local supervisory and regulatory authorities. In regard to
systems, post-revision tests have born out readiness status
and post-verification amendments have also been addressed.
Y2K-ready systems are on-line. We have also formulated a
unified contingency plan for overseas locations, even though
Chuo Trust has decided to withdraw from international
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banking operations and will be closing its overseas branches
at the end of September.

Client Relationships
We recognize the critical nature of Y2K concerns, which bear
the potential to impact the entire financial system, and the
success of our preparations will be instrumental to our sur-
vival in the future. Toward this end, we have collaborated
with certain clients, namely those with which we exchange
data via computer network or magnetic tape, for verification
tests.

We have sent out questionnaires to interbank associates
and clients to whom we have extended loans, to determine
their status of Y2K readiness and gauge the influence of these
clients’ level of compliance on our operations. We will con-
tinue to seek response reports from clients when necessary
to mitigate the client-relationship risk as it pertains to the
Y2K problem.

Chuo Trust has used its Web site and disclosure reports
to provide investors and analysts with updates on the Bank’s
efforts to prepare for 2000. We will resourcefully maintain
this process of communication.

Note: The Y2K readiness information outlined above under-
scores the Bank’s rigorous efforts to hedge the various risks
that characterize the Y2K problem. However, these efforts
are in no way a guarantee of complete compliance, nor are
they an expression of liability should Y2K problems arise.

Stronger Compliance Format

Management decisions, revolving around principles of self-
responsibility, are increasingly underpinned by various legal
and social rules. Compliance is not debatable, especially
amid recent revelations of industry misconduct that have
tarnished the overall reputation of the financial industry.

The principles of self-responsibility form a cornerstone of
reliability in the eyes of the public. Following the September
1997 declaration by the Federation of Bankers Associations
of Japan to rebuild the compliance system upon the founda-
tion of a resolute charter of ethics, the banking community
vowed to restore the industry to its former esteem.

As a trust bank, Chuo Trust has persistently sought to earn
the confidence and loyalty of clients by adhering to strict
standards of business management. We began fiscal 1998 by
reemphasizing the importance of a strong compliance sys-
tem. We reorganized the legal section of the Planning and
Coordination Department into the Legal Affairs and Com-
pliance Office in April 1998, and added staff to formulate
and guide us in matters related to prevailing legal functions
and compliance standards. We also established a seven-point
code of ethics, hinging essentially on responsible conduct,
quality products and services, and clear disclosure practices,
as well as a six-point behavioral guide for managers that
highlights honesty, respect for others and adherence to rules.

In June 1998, we installed compliance officers in all
departments and at all branches to expedite legal consulta-
tions. Training and a constant flow of compliance-related
information is an integral part of the process, not only for
compliance officers but also for middle management and
new recruits. A compliance manual, now in production, will
further strengthen our positive perspective on rules.


