
36

Note 1
Basis of Presentation of Financial Statements

The accompanying non-consolidated financial statements

(Banking Account) have been prepared from the accounts

maintained by The Mitsui Trust and Banking Company,

Limited (“Mitsui Trust”) in accordance with accounting prin-

ciples and practices generally accepted in Japan, the Uniform

Accounting Standards for Banks issued by the Japanese

Bankers Association and the Securities and Exchange Law of

Japan, which are different in certain respects as to application

and disclosure requirements of the International Accounting

Standards. The non-consolidated financial statements are not

intended to present the financial position, results of operations

and cash flows in accordance with accounting principles and

practices generally accepted in countries and jurisdictions

other than Japan. The non-consolidated statements of cash

flows are not required as part of the basic financial statements

in Japan but are presented herein as additional information.

In preparing these non-consolidated financial statements,

certain reclassifications and rearrangements have been made

to Mitsui Trust’s financial statements issued domestically in

order to present them in a form which is more familiar to

readers outside Japan.

All amounts expressed in yen have been rounded down to the

nearest million yen, and all amounts expressed in U.S. dollars

have been rounded down to the nearest thousand dollars.

The translations of Japanese yen amounts into U.S. dollar

amounts are included solely for the convenience of readers

outside Japan and have been made at the rate of ¥120.55 to

US$1, the approximate rate of exchange at March 31, 1999.

Such translations should not be construed as representations

that the Japanese yen amounts could be converted into U.S.

dollars at that or any other rate.

Note 2
Summary of Significant Accounting Policies

a. Non-Consolidation

The accompanying non-consolidated financial statements

include only the accounts of Mitsui Trust. Investments in

subsidiaries are stated at cost and the equity method of

accounting has not been adopted.

b. Cash and Cash Equivalents

For the purpose of the non-consolidated statements of cash

flows, cash and cash equivalents represent cash and due

from banks.

c. Mark-to-Market Accounting for Trading Purpose

Transactions

“Transactions for Trading Purposes” (the purpose of seeking to

capture gains arising from short-term changes in interest rates,

currency exchange rates or market prices of securities and

other market-related indices or from gaps among markets) are

included in “Trading Assets” and “Trading Liabilities” on a

trade-date basis. Trading securities and monetary claims pur-

chased for trading purposes recorded in these accounts are

stated at market value and trading-related financial derivatives

are at the amounts that would be settled if they were

terminated at the end of the fiscal year.

d. Translation of Foreign Currency Accounts

Assets and liabilities denominated in foreign currencies are

translated into yen at the exchange rates prevailing at each

balance sheet date, except that certain special accounts speci-

fied by the Uniform Accounting Standards for Banks, are

translated at the historical rates. Unrealized gains or losses

arising from the above translation procedures are reflected in

current operations for the period.

The forward exchange contracts, except for the swap trans-

actions described below, are valued at prevailing market rates

at the end of the fiscal year in accordance with the Uniform

Accounting Standards for Banks. The gain or loss resulting

from long-term contracts with remaining lives of more than

one year are reported on a net present value basis. The dis-

count or premium on a forward exchange contract that is

intended to hedge an identifiable foreign currency asset or

liability is accounted for separately in determining net income

over the life of the swap transaction. The interest income or

expense with regard to currency swaps are accrued over the life

of the swap transaction. Foreign currency futures and option

contracts are valued at market rates prevailing at the year-end.

e. Option Premiums

Option premiums are accounted for as income or expense

items at the option expiration date, rights execution date or

rights expiration date, until which time they are accounted

for as “Other Assets” or “Other Liabilities” in the

non-consolidated balance sheets.

f. Investment Securities

All investment securities are stated at cost. Cost of securities

sold is determined by the moving-average method. When the

market price of investment securities is substantially less

than cost and the decline in the market price is considered to

be permanent, the investment securities are valued at the

market price.
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The valuation method of securities held in individually

managed money trusts for asset management purposes are

stated at cost.

Effective March 31, 1998, as permitted under the amended

Accounting Standards for Banks issued by the Ministry of

Finance of Japan, Mitsui Trust changed its valuation method

for certain securities from the lower of cost or market method

to the cost method. Accordingly, all securities are stated at

cost as of March 31, 1998, although, previously, certain secu-

rities such as convertible bonds, bonds with warrants, stocks

and other securities listed on stock exchanges held by Mitsui

Trust were carried at the lower of cost or market value.

Mitsui Trust believes that adoption of the cost method is

preferable and prevents distortion of Mitsui Trust’s operating

results from short-term market volatility because debt securi-

ties as portfolio investment and equity securities as invest-

ments for customer relations are both principally held by

Mitsui Trust on a long-term basis.

The valuation method of securities held in individually

managed money trusts for asset management purposes has

also been changed to the cost method.

The effect of these changes for the year ended March 31,

1998, was an increase in Income before Income Taxes of

¥157,937 million.

g. Premises and Equipment

Premises and equipment are carried at cost less accumulated

depreciation. Depreciation is computed by the declining-

balance method while the straight-line method is applied to

building acquired after April 1, 1998. The range of useful

lives is from 20 to 50 years (22 to 65 years in 1998) for build-

ings, from 5 to 12 years for equipment and from 3 to 10 years

for furniture and fixtures.

h. Land Revaluation

Under the new “Law of Land Revaluation,” promulgated on

March 31, 1998 and 1999, respectively, Mitsui Trust elected

the one-time revaluation for its own-use land to a value based

on real estate appraisal information as of March 31, 1998.

The resulting land revaluation excess represents unrealized

appreciation of land and is stated, net of income taxes, as a

component of shareholders’ equity in 1999. The resulting

land revaluation excess represents unrealized appreciation of

the land and is stated as a liability in 1998. There is no effect

on the statements of operations. Continuous readjustment is

not permitted unless the land value subsequently declines sig-

nificantly such that the amount of the decline in value should

be removed from the land revaluation reserve account and

deferred tax liabilities. The details of the one-time revaluation

as of March 31, 1999 and 1998, are as follows:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Land before Revaluation ¥54,250 ¥54,258 $450,022
Land after Revaluation 69,384 69,458 575,569
Land Revaluation Excess 15,134 15,200 125,546
  (Net of Income Taxes) (8,770) — (72,754)

i. Stock Issue Expenses

Stock issue expenses are charged to income when paid.

j. Reserve for Possible Loan Losses

The amounts of the provision for reserve for possible loan

losses is determined based on management’s judgment and

assessment of future losses based on the self assessment sys-

tem. This system reflects past experience of credit losses,

possible credit losses, business and economic conditions, the

character, quality and performance of the portfolio, and other

pertinent indicators.

Mitsui Trust implemented the self assessment system for its

asset quality. The quality of all loans are assessed by branches

and the loan supervisory division with a subsequent audit by

the asset assessment division in accordance with Mitsui

Trust’s policy and rules for self assessment of asset quality.

Mitsui Trust has established a credit rating system under

which its customers are classified into five categories. The

credit rating system is used for self assessment of asset quality.

All loans are classified into five categories for self assessment

purpose such as “normal,” “caution,” “possible bankruptcy,”

“virtual bankruptcy” and “legal bankruptcy.”

Reserve for possible loan losses is calculated based in

the specific actual past loss ratio for normal and caution

categories, and the fair value of the collateral for collateral-

dependent loans and other factors of solvency including value

of future cash flows for other self assessment categories.

In addition, provisions for possible loan losses relating to

restructuring countries are recorded in accordance with the

Accounting Standards for Banks.

With respect to loans with collateral and/or guarantees

extended to borrowers in bankruptcy or borrowers effectively

in bankruptcy, the unrecoverable amount is estimated by

deducting from the loan amount the realizable value of collat-

eral or the amount likely to be recovered based on guarantees.

The outstanding amount thus determined is then directly

written off from the loan amount as the amount. During

1999, such loans amounted to ¥417,427 million.
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k. Reserve for Retirement Allowances and Pension Plans

The Reserve for Retirement Allowances is provided in accor-

dance with the Uniform Accounting Standards for Banks and

represents the amount that would be required if all employees

were to voluntarily terminate their employment at the end of

each year. Mitsui Trust has adopted a non-contributory funded

pension plan to replace a part of the existing unfunded retire-

ment benefit plan. The replacement percentage was changed

to 40% from 30%, on October 1, 1998. Prior service costs are

accrued as incurred.

In addition, Mitsui Trust has a contributory pension plan

covering all employees.

l. Reserve for Possible Losses on Collateralized Real Estate

Sold to CCPC

The reserve for possible losses on loans collateralized by real

estate sold to the Cooperative Credit Purchasing Company

(“CCPC”) is provided at an amount deemed necessary to

cover possible losses based on the estimated fair value of real

estate. In accordance with the terms of the loans collateral-

ized by real estate sales contracts, Mitsui Trust is required to

cover certain portions of losses incurred as defined in the

contract, when CCPC disposes of real estate in satisfaction of

related debt.

m. Reserve for Possible Investment Losses

Reserve for possible investment losses is provided for the pos-

sible losses arising from the investment in borrowers classi-

fied as a “possible bankruptcy” category which defined on the

self assessment system.

n. Income Taxes

Effective April 1, 1998, Mitsui Trust adopted accounting for

allocation of income taxes based on the asset and liability

method. The cumulative effect of the application of inter-

period tax allocation in prior years in the amount of ¥132,426

million ($1,098,515 thousand) is included as an adjustment

to earned surplus as of April 1, 1998.

o. Leases

All leases are accounted for as operating leases. In accordance

with Japanese accounting standards for leases, finance leases

that do not transfer ownership of the leased property to the

lessee are permitted to be accounted for as operating leases if

certain “as if capitalized” information is disclosed in the notes

to the lessee’s non-consolidated financial statements.

p. Cash Dividends

Cash dividends are paid semiannually. Interim dividends may

be paid after the end of the semiannual period, by resolution of

the Board of Directors, while year-end dividends are authorized

after the close of each period to which they relate and are

reflected in the non-consolidated statements of shareholders’

equity when duly declared and paid.

q. Per Share Information

Net income (loss) per share of common stock calculation

represent net income (loss) dividends on preferred shares,

divided by the average number of common shares outstanding

in the respectve fiscal years.

Diluted net income per share is not disclosed because of the

net loss position in 1999.

Note 3
Investment Securities

Investment securities at March 31, 1999 and 1998, consisted

of the following:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Government Bonds ¥0,474,160 ¥0,641,537 $03,933,308
Municipal Bonds 161,611 242,664 1,340,621
Corporate Bonds 387,148 483,591 3,211,515
Stocks 1,597,514 1,629,505 13,251,880
Other Securities 619,795 951,092 5,141,397
Securities Lent 234 351 1,948

Total ¥3,240,464 ¥3,948,742 $26,880,671

Note 4
Loans and Bills Discounted

Loans and bills discounted at March 31, 1999 and 1998,

consisted of the following:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Bills Discounted ¥0,025,730 ¥0,036,459 $00,213,445
Loans on Notes 1,554,005 1,951,624 12,890,958
Loans on Deeds 2,802,589 3,416,886 23,248,360
Overdrafts 286,412 700,041 2,375,882

Total ¥4,668,738 ¥6,105,012 $38,728,647
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“Nonaccrual Loans”

Loans to borrowers in legal bankruptcy and past due loans are

included in loans and bills discounted, and totaled ¥39,842 mil-

lion ($330,504 thousand) and ¥452,308 million ($3,752,043

thousand), as of March 31, 1999, respectively.

Loans are generally placed on nonaccrual status when sub-

stantial doubt is judged to exist as to ultimate collectibility

of either principal or interest if they are past due for a certain

period or for other reasons.

Loans to borrowers in bankruptcy represent nonaccrual

loans, after the partial charge-off of claims deemed uncol-

lectible, to debtors who are legally bankrupt, which are

defined in Article 96, Paragraph 1, Subparagraph 3 and 4 of

Enforcement Ordinance for the Corporation Tax Law. Past due

loans are nonaccrual loans other than loans to borrowers in

bankruptcy and loans of which interest payment is deferred

in order to assist the financial recovery of debtor in financial

difficulties.

“Accruing Loans Contractually Past Due Three Months or More”

Accruing loans contractually past due three months or more

are included in loans and bills discounted, and total ¥5,267

million ($43,698 thousand) at March 31, 1999. Loans classi-

fied as loans to borrowers in bankruptcy or past due loans

are excluded.

“Restructured Loans”

Restructured loans are included in loans and bills discounted,

and totaled ¥153,290 million ($1,271,592 thousand) at March

31, 1999. Such restructured loans are loans on which Mitsui

Trust granted concessions (e.g., reduction of the face amount

or maturity amount of the debt or accrued interest) to the

debtors in financial difficulties to assist them in their financial

recovery and eventually be able to pay to the creditors. Loans

classified as loans to borrowers in bankruptcy or past due

loans or accruing loans contractually past due three months or

more are excluded.

Nonaccrual loans, accruing contractually past due three

months or more and restructured loans totaled ¥650,709

million ($5,397,838 thousand) at March 31, 1999.

Note 5
Foreign Exchanges

Foreign exchanges at March 31, 1999 and 1998, consisted of

the following:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Assets
Due from Foreign Banks ¥1,028 ¥01,993 $08,530
Advances to Foreign Banks 69 4 573
Foreign Exchange Bills Purchased 1,446 10,963 12,000
Foreign Exchange Bills Receivable — 2,877 —

Total ¥2,544 ¥15,838 $21,104

Liabilities
Due to Foreign Banks ¥5,839 ¥00,386 $48,439
Foreign Exchange Bills Sold 3 2 26
Foreign Exchange Bills Payable 4 6 41

Total ¥5,847 ¥00,395 $48,506

Note 6
Other Assets

Other assets at March 31, 1999 and 1998, consisted of the

following:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Prepaid Expenses ¥000,261 ¥001,302 $0,002,168
Accrued Income 122,025 183,164 1,012,239
Other 93,604 107,604 776,476

Total ¥215,891 ¥291,071 $1,790,885

Note 7
Premises and Equipment

Premises and equipment at March 31, 1999 and 1998,

consisted of the following:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Land ¥069,384 ¥069,583 $0,575,569
Buildings 22,944 23,770 190,332
Equipment 11,771 11,857 97,648
Construction in Progress 2,225 920 18,463
Other 16,694 17,370 138,483

Total ¥123,021 ¥123,502 $1,020,497

Accumulated depreciation amounted to ¥79,228 million

($657,221 thousand) and ¥77,641 million at March 31, 1999

and 1998, respectively.
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Note 8
Customers’ Liabilities for Acceptances and Guarantees

All contingent liabilities arising from acceptances and

guarantees are reflected in “Acceptances and Guarantees.”

As a contra account, “Customers’ Liabilities for Acceptances

and Guarantees” is shown on the assets side of the balance

sheets representing Mitsui Trust’s right of indemnity from

the applicant.

Customers’ liabilities for acceptances and guarantees as of

March 31, 1999 and 1998, consisted of the following:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Acceptances of Bills ¥000)0—. ¥000,083 $0)000,0—.
Letters of Credit — 1,947 —
Other Guarantees 142,612 200,287 1,183,019

Total ¥142,612 ¥202,319 $1,183,019

Note 9
Deposits

Deposits at March 31, 1999 and 1998, consisted of the

following:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Current Deposits ¥0,105,005 ¥0,183,385 $00,871,057
Ordinary Deposits 340,902 324,966 2,827,890
Deposits at Notice 94,725 67,913 785,777
Time Deposits 2,660,230 2,853,380 22,067,443
Negotiable Certificates
  of Deposit 303,457 588,512 2,517,274
Other 275,427 409,268 2,284,757

Total ¥3,779,748 ¥4,327,427 $31,354,200

Note 10
Borrowed Money

Borrowed money at March 31, 1999 and 1998, consisted of

the following:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Borrowed Money ¥053,516 ¥168,004 $0,443,934
Bills Rediscounted — 3,918 —
Subordinated Loans 301,737 152,095 2,503,003

Total ¥355,253 ¥224,017 $2,946,937

Note 11
Convertible Bonds

Convertible bonds at March 31, 1999 and 1998, consisted of

the following:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

2.375% U.S. Dollar Convertible
  Bonds due 2001 ¥03,230 ¥003,230 $026,801
1.4% Japanese Yen Convertible
  Bonds due 1998 — 39,821 —
0.5% Japanese Yen Subordinated
  Convertible Bonds due 2007 14,205 100,000 117,834

Total ¥17,435 ¥143,051 $144,636

The aforementioned bonds are convertible into common

stock of Mitsui Trust at the conversion prices (set forth

below), subject to adjustment under certain circumstances.

The conversion prices per share are as follows:
Conversion

price per share Fixed
March 31, 1999 exchange rate

2.375% U.S. Dollar Convertible
  Bonds due 2001 ¥1,786.00 ¥157.25=US$1
0.5% Japanese Yen Subordinated
  Convertible Bonds due 2007 330.00 —

Note 12
Other Liabilities

Other liabilities at March 31, 1999 and 1998, consisted of the

following:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Accrued Expenses ¥100,531 ¥147,164 $0,833,940
Unearned Income 4,488 4,978 37,235
Cash Collateral in Exchange
  for Japanese Government
  Securities Lent 113,887 479,525 944,732
Other 18,493 85,264 153,409

Total ¥237,401 ¥716,931 $1,969,318
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Note 13
Contingent Liabilities

Under certain trust agreements, repayments of the corpora of

the customers’ trust assets are guaranteed by Mitsui Trust,

and such guaranteed corpora at March 31, 1999, were

¥6,813,833 million ($56,522,879 thousand).

Note 14
Capital Stock and Capital Surplus

Common stock has a par value of ¥50 per share. Authorized

common stock was 5,000 million shares and 3,000 million

shares at March 31, 1999 and 1998. Authorized preferred

stock without par value of per share was 800 million shares

and 100 million shares at March 31, 1999 and 1998.

Under the Japanese Commercial Code (the “Code”), at least

50% of the issue price of new shares, with a minimum of the

par value, is to be designated as stated capital. The portion

which is to be designated as stated capital is determined by

resolution of the Board of Directors. Proceeds in excess of

amounts designated as stated capital are credited to capital

surplus. Mitsui Trust may transfer portions of capital surplus

to stated capital by resolution of the Board of Directors.

Mitsui Trust may also transfer portions of unappropriated

retained earnings to stated capital by resolution of the

shareholders.

Under the Code, Mitsui Trust may issue new shares of its

common stock to the existing shareholders without consider-

ation pursuant to resolution of the Board of Directors as a

stock split. Mitsui Trust may make such a stock split to the

extent that the amount calculated by multiplying the number

of issued shares after the stock split by par value per share

does not exceed the stated capital. However, the amount cal-

culated by dividing the total amount of shareholders’ equity

by the number of issued shares after the stock split shall not

be less than ¥50.

On March 31, 1999, Mitsui Trust issued 229,154 thousand

shares of common stock with a par value of ¥50 per share and

715,000 thousand shares of non-cumulative preferred stock

without par value per share which is convertible into shares

of common stock at the issue price of ¥116 per share. The

preferred stock shall be entitled priority over any other class

of shares with respect to dividend payments in an annual

dividend amount of ¥4.38 per share.

Note 15
Legal Reserve

Under the Banking Law of Japan, Mitsui Trust is required to

appropriate as a legal reserve portions of unappropriated

earned surplus in the amount not less than 20% of cash pay-

ments, including cash dividends and bonuses to directors and

corporate auditors, appropriated in each financial period,

until such reserve equals 100% of stated capital. This reserve

is not available for dividends but may be used to reduce a

deficit or may be transferred to common stock.

Note 16
Earned Surplus

Earned surplus at March 31, 1999 and 1998, consisted of the

following:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

General Reserve ¥(61,676 ¥61,376 $511,626
Unappropriated Earned Surplus (10,118) 8,968 (83,934)

Total ¥(51,558 ¥70,344 $427,692

Under the Code, the General Reserve is available for future

dividends subject to approval by shareholders.

Note 17
Other Interest Income

Other interest income for the years ended March 31, 1999

and 1998, consisted of the following:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Interest on Deposits
  with Banks ¥019,682 ¥025,823 $0,163,274
Interest on Interest Swaps 135,424 163,421 1,123,391
Other 11,090 14,839 91,998

Total ¥166,197 ¥204,085 $1,378,663
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Note 18
Trust Fees

Mitsui Trust receives fees for controlling and managing trust

properties held under trust agreements between Mitsui Trust

and its clients.

Note 19
Other Operating Income

Other operating income for the years ended March 31, 1999

and 1998, consisted of the following:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Gain on Foreign Exchange ¥03,268 ¥ 09,064 $027,113
Gain on Sales and Redemption
  of Bonds 37,187 11,601 308,484
Other 845 1,573 7,012

Total ¥41,301 ¥22,239 $342,610

Note 20
Other Income

Other income for the years ended March 31, 1999 and 1998,

consisted of the following:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Gain on Sales of Stocks
  and Other Securities ¥161,592 ¥193,461 $1,340,457
Gain on Money Held in Trust 6,149 155 51,015
Other 6,416 9,909 53,230

Total ¥174,158 ¥203,527 $1,444,703

Note 21
Other Interest Expense

Other interest expense for the years ended March 31, 1999

and 1998, consisted of the following:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Interest on Interest Swaps ¥172,047 ¥179,198 $1,427,184
Interest on Payable to
  Trust Account 48,865 66,032 405,355
Other 57,905 54,347 480,343

Total ¥278,818 ¥299,578 $2,312,883

Note 22
Other Operating Expenses

Other operating expenses for the years ended March 31, 1999

and 1998, consisted of the following:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Loss on Sales of Bonds ¥12,467 ¥08,784 $103,425
Loss on Redemption of
  Bonds 16,577 25,334 137,517
Other 944 489 7,833

Total ¥29,990 ¥34,608 $248,776

Note 23
General and Administrative Expenses

The composition of general and administrative expenses for

the years ended March 31, 1999 and 1998, is as follows:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Salaries and Welfare Expenses ¥052,047 ¥054,582 $0,431,753
Retirement Benefits 2,423 1,664 20,101
Depreciation 5,561 5,579 46,133
Rent and Lease Expenses 15,173 13,635 125,865
Tax and Public Impositions 4,217 4,238 34,987
Other 47,600 44,499 394,860

Total ¥127,023 ¥124,198 $1,053,703

Note 24
Other Expenses

Other expenses for the years ended March 31, 1999 and 1998,

consisted of the following:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Provision for Possible
  Loan Losses ¥299,531 ¥201,274 $2,484,704
Loss on Devaluation of
  Stocks and Other Securities 17,137 3,536 142,158
Loss on Sales of Loans
  and Bills Discounted
  (Including Losses on
  Sales of Loans to CCPC) 79,884 35,451 662,662
Other 84,764 13,444 703,149

Total ¥481,317 ¥253,707 $3,992,675
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Note 25
Income Taxes

Mitsui Trust is subject to Japanese national and local income

taxes which, in the aggregate, resulted in a normal effective

statutory tax rates of approximately 47% and 51% for the

years ended March 31, 1999 and 1998, respectively.

On March 31, 1999, a tax reform law was enacted which

changed the normal effective statutory tax rate from approxi-

mately 47% to 42%, effective for fiscal years beginning April 1,

1999.

The tax effects of significant temporary differences and

loss carryforwards which result in deferred tax assets and

liabilities at March 31, 1999, are as follows:
Millions Thousands of
of yen U.S. dollars

Deferred Tax Assets:
Reserve for Possible Loan Losses ¥149,291 $1,238,420
Write-down of Investment Securities 31,846 264,178
Tax Loss Carryforwards 16,299 135,208
Other 46,125 382,623

Deferred Tax Assets ¥243,562 $2,020,431
Deferred Tax Liabilities:
Other Reserve ¥000,001 $0,000,009

Deferred Tax Liabilities ¥000,001 $0,000,009

Net Deferred Tax Assets ¥243,561 $2,020,421

The normal effective tax rate reflected in the accompanying

non-consolidated statement of operations for the year ended

March 31, 1998, differs from actual effective, primarily due to

tax loss carryforwards and taxable write-down of loans.

Note 26
Leases

Total lease payments under finance lease arrangements that do

not transfer ownership of the leased equipment to the lessee

are ¥1,021 million ($8,473 thousand) and ¥1,312 million for

the years ended March 31, 1999 and 1998, respectively.

Pro forma information of leased equipment such as acquisi-

tion cost, accumulated depreciation obligation under finance

leases that do not transfer ownership of the leased property to

the lessee on an “as if capitalized” basis for the years ended

March 31, 1999 and 1998, are as follows:
Equipment

Thousands of
Millions of yen U.S. dollars

1999 1998 1999

Acquisition Cost ¥3,250 ¥5,178 $26,964
Accumulated Depreciation 2,340 3,673 19,412

Net Leased Property ¥0,910 ¥1,504 $07,551

Obligations under financial leases as of March 31, 1999 and

1998, are as follows:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Due within one year ¥495 ¥0,945 $4,111
Due after one year 469 687 3,898

Total ¥965 ¥1,633 $8,009

The imputed interest expense portion which is computed

using the interest method is excluded from the above

obligations under finance leases.

Depreciation expense and interest expense, which are not

reflected in the accompanying non-consolidated statements

of operations, computed by the straight-line method and the

interest method were ¥888 million ($7,373 thousand) and

¥58 million ($482 thousand), and ¥1,137 million and ¥105

million, respectively, for the years ended March 31, 1999

and 1998.

Note 27
Market Value Information

Carrying amounts and aggregate market values of Investment

Securities, excluding securities for which a market value

cannot be established, at March 31, 1999 and 1998, are as

follows:
Millions of yen Thousands of U.S. dollars

Carrying Aggregate Carrying Aggregate
amount market value amount market value

Investment
Securities:
(1999):
Marketable Bonds ¥0,894,711 ¥0,903,101 $07,421,910 $07,491,507
Marketable Stocks 1,526,706 1,418,279 12,664,511 11,765,074
Other Marketable
  Securities 224,003 198,657 1,858,179 1,647,922

Total ¥2,645,421 ¥2,520,038 $21,944,601 $20,904,504

(1998):
Marketable Bonds ¥1,189,759 ¥1,215,048
Marketable Stocks 1,555,909 1,622,806
Other Marketable
  Securities 428,684 356,426

Total ¥3,174,352 ¥3,194,281
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c. Transaction Purpose

Mitsui Trust uses derivative transactions to meet the risk

management, trading and financing needs of clients.

Mitsui Trust offers plain and embedded derivative products

to meet clients’ needs. Interest rate swaps that hedge the risk

of rises in interest rates and derivative-embedded saving

deposits such as “Stella” are examples of such products.

Derivatives also serve as a tool for the front office’s operat-

ing position on the forecasting of interest rate movements and

asset-liability management purposes. Mitsui Trust also uses

derivatives in the trading account to benefit from price fluc-

tuations or price discrepancies as well as hedging purposes.

d. Contents of Risks for Derivative Transactions

The major risks involved in derivative transactions of Mitsui

Trust are as follows:

(1) Market Risk

This is the risk of loss in the values of financial instruments

resulting from the changes in market factors such as interest

rates and foreign exchange rates. Measurements such as BPV

(Basis Point Value)1 and VaR (Value at Risk)2 are used to

capture Mitsui Trust’s market risk profile.

Mitsui Trust’s VaR3 for consolidated-based trading transac-

tions was ¥0.2 billion at March 31, 1999. VaR ranged from

¥0.2 billion to ¥1.2 billion and averaged ¥0.5 billion during

the 1998 fiscal year.
1 Change in the present value of the financial products when interest rates

change by 1 basis point (=0.01%)
2 Method to statistically estimate a portfolio’s maximum loss that could

occur at a certain probability during a pre-determined holding period,
which enables standardized measurement of risks across different
products including interest rates, foreign exchanges and bonds.

3 Measurement assumes the confidence level of one-tailed 99% and a
holding period of 10 days.

(2) Credit Risk

This is the risk of default by the counterparty. Unlike loans,

the assumed principal on derivative transactions is for com-

putation purposes, and does not directly translate into losses.

The loss is calculated as the cost, or the reconstruction cost,

for reaching an agreement with a third party for a contract

with the same cash flow at the time of the default.

For Mitsui Trust, credit risk equivalent to the above men-

tioned replacement cost plus potential exposure in the future

stood at ¥158.6 billion at March 31, 1999. This figure

amounts to an extremely low 1.1% of the notional principal

amount of ¥14,337.6 billion. (The credit risk equivalents and

notional principal amounts are computed from consolidated

financial data for BIS capital adequacy requirements.)

Note 28
Derivatives Information

Derivative Transactions

a. Instrument

Mitsui Trust carries out over-the-counter interest rate swaps/

currency swaps1, forward foreign exchanges2, and forward

rate agreements and related option transactions3. Mitsui Trust

also carries out exchange-listed bond/financial futures, and

related option transactions.

Pursuant to Article 17-2 of the Banking Law, “Transactions

for Trading Purposes” are included in “Trading assets” and

“Trading liabilities” and are stated at market value. (see

Note 2 “Mark-to-Market Accounting for Trading Purpose

Transactions”)

As the transactions for trading purposes, Mitsui Trust

carries out interest rate swaps/currency swaps, forward rate

agreements, and these related options in over-the-counter

market, and also carries out bond/financial futures and related

option in exchange-listed markets.
1 Swaps are transactions to exchange cash flows according to a previously

established agreement between two companies. For interest rate swaps,
interest rates (for example, fixed rate and floating rate) are exchanged.
For currency swaps, cash flows in different currencies are exchanged.
These swaps make interest rate/foreign exchange risk hedging possible,
and also function as an effective and advantageous tool for funding
purposes.

2 Forward foreign exchange transactions are purchases or sales of foreign
currencies with payment and delivery at a specified future time.
(for example, purchase of U.S. dollars and sale of Japanese yen)

3 Option transactions are purchases or sales of the right to buy (call) or sell
(put) financial instruments such as currencies and bonds on a certain date
or within a previously determined period. They include caps, floors, and
swaptions.

b. Transaction Policy

Mitsui Trust actively utilizes derivative transactions as a risk

management tool since they can be used as an effective and

advantageous risk-hedging instrument enabling Mitsui Trust

to transfer risk at a low cost.

However, since derivative transactions could potentially

lead to significant losses due to their leveraging effects, Mitsui

Trust is actively developing a solid risk management system

including regulatory, organizational and personnel require-

ments with active involvement of senior management in the

process.

Mitsui Trust offers various derivative products to meet the

wide ranging needs of clients. When offering these products,

Mitsui Trust pays full attention to make sure that clients

understand the product and the risks involved and that the

product matches clients’ capacity and needs.
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(3) Liquidity Risk

This is the risk of the inability to meet funding requirements

of the trading activities or to offset positions in a timely

manner at reasonable prices due to market fluctuation.

As a basic policy, Mitsui Trust does not handle derivative

transactions with significant leverage effect.

e. Derivative Transaction Risk Management System

Although the risks in derivative transactions are not new to

financial institutions, Mitsui Trust understands the need to

continue to enhance and refine its risk management system

because derivative transactions include intricately combined

fundamental risks that could potentially lead to serious losses

due to their leveraging effects.

To secure soundness, Mitsui Trust is enhancing the ability

of integrated risk control on derivative transactions, other

market transactions, and deposits and lending transactions.

Mitsui Trust is promoting more sophisticated management

techniques for each type of risk through the development of

employees’ knowledge and systems investments. Under the

policy mentioned above, Mitsui Trust is promoting the formu-

lation of basic policies, in-house regulations and procedures,

and the update of advanced administrative techniques and

systems using state-of-the-art technology under the supervi-

sion of the Executive Committee, composed of managing

director level executives.

Regarding market risk, Mitsui Trust has implemented

“Bylaws of Market Risk Management” which provides a basic

policy for risk management and “Rules of Market Risk

Management” which stipulates ways to measure and limit

market risk and to separate the organization into front,

middle and back offices. The Market Risk Management

Division has been designated as the middle office and is

independent of front offices.  It identifies and analyzes market

risks throughout Mitsui Trust and reports to senior manage-

ment on a daily basis and to the Executive Committee on a

monthly basis.

Concerning credit risk arising from derivative trading, the

Credit Planning Division monitors risk based on current

exposure methods and promotes an integrated management

system for both on- and off-balance-sheet transactions.

The outstanding balance guidelines of the permissible

instruments are established based on the market scale to

manage liquidity risk which the Market Risk Management

Division is responsible for monitoring.

Interest Rate Transactions
Millions of yen

1999

Contract or
notional amount

Over Fair Unrealized
Total one year value profit (loss)

Listed:
Interest Rate Futures:

Buying ¥0,145,290 ¥0,000,0—. ¥144,938 ¥00,(352)

Non-Listed:
Interest Rate Swaps:

Fixed Rate Receipt,
  Floating Rate
  Payment 5,539,274 3,357,237 228,539 228,539
Floating Rate
  Receipt, Fixed
  Rate Payment 5,198,048 3,112,195 (222,618) (222,618)
Floating Rate
  Receipt, Floating
  Rate Payment 148,730 58,670 275 275

Others:
Selling 78,104 63,113 582 658

[1,241]
Buying 206,784 170,281 279 (2,252)

[2,532]

Thousands of U.S. dollars

1999

Contract or
notional amount

Over Fair Unrealized
Total one year value profit (loss)

Listed:
Interest Rate Futures:

Buying $01,205,229 $00,000,0—. $1,202,307 $0)0(2,922)

Non-Listed:
Interest Rate Swaps:

Fixed Rate Receipt,
  Floating Rate
  Payment 45,950,015 27,849,335 1,895,805 1,895,805
Floating Rate
  Receipt, Fixed
  Rate Payment 43,119,443 25,816,632 (1,846,691) (1,846,691)
Floating Rate
  Receipt, Floating
  Rate Payment 1,233,761 486,686 2,283 2,283

Others:
Selling 647,897 523,542 4,832 5,464

[10,296]
Buying 1,715,338 1,412,534 2,321 (18,684)

[21,005]
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Millions of yen

1998

Contract or
notional amount

Over Fair Unrealized
Total one year value profit (loss)

Listed:
Interest Rate Futures:

Selling ¥0,142,713 ¥0,000,0—. ¥142,614 ¥000,099
Buying 323,326 6,555 322,702 (624)

Non-Listed:
Interest Rate Swaps:

Fixed Rate Receipt,
  Floating Rate
  Payment 8,016,244 4,720,523 286,645 286,645
Floating Rate
  Receipt, Fixed
  Rate Payment 7,784,307 4,927,825 (297,808) (297,808)
Floating Rate
  Receipt, Floating
  Rate Payment 159,279 155,279 (1) (1)

Others:
Selling 277,909 213,290

[5,177] 1,591 3,585
Buying 246,742 206,426

[4,412] 1,360 (3,051)

Millions of yen, percent

1999

Within One to Over
one year three years three years

Remaining Term:

Fixed Rate Receipt Swaps
  Notional Amount ¥2,182,036 ¥2,052,741 ¥1,304,496

Average Fixed Rate
  (Receipt) 5.04% 4.55% 4.01%
Average Floating Rate
  (Payment) 3.24% 2.62% 2.39%

Fixed Rate Payment Swaps
  Notional Amount 2,085,853 2,312,362 799,833

Average Fixed Rate
  (Payment) 4.54% 4.12% 3.67%
Average Floating Rate
  (Receipt) 2.39% 2.04% 1.39%

Floating Rate Swaps
  Notional Amount 90,060 58,670 —

Average Floating Rate
  (Receipt) 2.13% 1.97% —
Average Floating Rate
  (Payment) 2.31% 2.07% —

Total ¥4,357,950 ¥4,423,773 ¥2,104,329

Thousands of U.S. dollars

1999

Within One to Over
one year three years three years

Fixed Rate Receipt Swaps
  Notional Amount $18,100,680 $17,028,129 $10,821,206
Fixed Rate Payment Swaps
  Notional Amount 17,302,810 19,181,767 6,634,865
Floating Rate Swaps
  Notional Amount 747,075 486,686 —

Total $36,150,566 $36,696,582 $17,456,072

Notes: 1. Estimate of fair value: For the instruments listed on exchanges, the
closing prices at March 31 at the Tokyo International Financial
Futures Exchange and other exchanges were applied.

2. The contract amount column is a notional principal amount for
swap transactions, futures, options and other transactions. As for
option transactions, the option premium included on the balance
sheets is entered in parentheses below the contract amount.

3. Others primarily include the cap/floor trading.
4. Details of interest rate swaps contracts such as notional principal

amount and average interest rate (receipt and payment) are as
described in the following:
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Millions of yen, percent

1998

Within One to Over
one year three years three years

Remaining Term:

Fixed Rate Receipt Swaps
  Notional Amount ¥3,295,720 ¥3,033,196 ¥1,687,327

Average Fixed Rate
  (Receipt) 5.07% 4.86% 4.32%
Average Floating Rate
  (Payment) 3.96% 3.24% 2.66%

Fixed Rate Payment Swaps
  Notional Amount 2,856,482 3,354,436 1,573,389

Average Fixed Rate
  (Payment) 4.99% 4.30% 3.89%
Average Floating Rate
  (Receipt) 3.61% 2.46% 1.84%

Floating Rate Swaps
  Notional Amount 4,000 150,279 5,000

Average Floating Rate
  (Receipt) 1.25% 2.47% 1.16%
Average Floating Rate
  (Payment) 1.67% 2.67% 1.15%

Total ¥6,156,203 ¥6,537,911 ¥3,265,717

For the average rate column, all currency average is entered.

Notes: 5. Interest rate futures and interest rate future options traded on
exchanges: The amount of these transactions has recently risen,
although over-the-counter transactions are declining due to the
concern for liquidity and credit risks.

6. Interest rate swaps: This is not only a core product of the dealing
business of Mitsui Trust, but a major risk management tool in terms
of its ALM as a whole. As of the end of March, fixed rate payments
exceed receipts, indicating that their overall operation is prepared
for the risk of rising interest rates. The trading amount has remained
stable for the past several years.

7. Derivative transactions for trading purposes in “Trading Assets” or
“Trading Liabilities” are stated at market value. Therefore, these
accounts are not included in the above table. Detail of such trans-
actions for trading purposes, such as contract or notional amounts,
fair value and average interest rate are as described in the following:

1999

Millions of yen Thousands of U.S. dollars

Contract or Contract or
notional Fair notional Fair
amount value amount value

Listed:
Interest Rate Futures:

Selling ¥0,130,672 ¥130,739 $01,083,972 $1,084,525
Buying 18,020 18,055 149,485 149,776

Interest Rate Options:
Selling 1,215,000 10,078,805

[267] 133 (2,218) 1,105
Buying 1,476,000 12,243,882

[271] 313 (2,252) 2,597

Non-Listed:
Interest Rate Swaps 1,694,406 1,440 14,055,632 11,947

Others:
Selling 41,974 348,187

[510] 382 (4,238) 3,174
Buying 31,585 262,009

[561] 422 (4,658) 3,506

1998

Millions of yen

Contract or
notional Fair
amount value

Listed:
Interest Rate Futures:

Selling ¥0,318,975 ¥319,036
Buying 45,509 45,482

Interest Rate Options:
Selling 2,909,500

[436] 265
Buying 2,803,200

[578] 576

Non-Listed:
Interest Rate Swaps 1,377,394 3,448

Others:
Selling 45,309

[547] 373
Buying 35,966

[546] 446
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Millions of yen, percent

1999

Within One to Over
one year three years three years

Remaining Term:

Fixed Rate Receipt Swaps
  Notional Amount ¥326,418 ¥221,590 ¥319,944

Average Fixed Rate
  (Receipt) 5.94% 2.39% 2.53%
Average Floating Rate
  (Payment) 5.07% 1.85% 1.70%

Fixed Rate Payment Swaps
  Notional Amount 308,369 207,715 310,219

Average Fixed Rate
  (Payment) 6.03% 2.58% 2.46%
Average Floating Rate
  (Receipt) 5.03% 1.98% 1.70%

Floating Rate Swaps
  Notional Amount — 150 —

Average Floating Rate
  (Receipt) — 0.74% —
Average Floating Rate
  (Payment) — 1.15% —

Total ¥634,787 ¥429,456 ¥630,163

Thousands of U.S. dollars

1999

Within One to Over
one year three years three years

Fixed Rate Receipt Swaps
  Notional Amount $2,707,739 $1,838,162 $2,654,035
Fixed Rate Payment Swaps
  Notional Amount 2,558,017 1,723,065 2,573,367
Floating Rate Swaps
  Notional Amount — 1,244 —

Total $5,265,756 $3,562,472 $5,227,403

Millions of yen, percent

1998

Within One to Over
one year three years three years

Remaining Term:

Fixed Rate Receipt Swaps
  Notional Amount ¥399,492 ¥287,099 ¥128,803

Average Fixed Rate
  (Receipt) 5.90% 4.85% 2.39%
Average Floating Rate
  (Payment) 5.71% 4.76% 1.28%

Fixed Rate Payment Swaps
  Notional Amount 254,162 177,729 129,657

Average Fixed Rate
  (Payment) 5.81% 4.44% 2.22%
Average Floating Rate
  (Receipt) 5.74% 4.37% 1.24%

Floating Rate Swaps
  Notional Amount 300 150 —

Average Floating Rate
  (Receipt) 0.76% 1.02% —
Average Floating Rate
  (Payment) 0.32% 1.15% —

Total ¥653,955 ¥464,978 ¥258,461

Currency Transactions
Millions of yen

1999

Contract or
notional amount

Over Fair Unrealized
Total one year value profit (loss)

Non-Listed:
Currency Swaps ¥866,906 ¥336,322 ¥(11,323) ¥(11,323)

U.S. Dollar 834,532 333,746 (11,799) (11,799)
Sterling Pound 15,080 — (168) (168)
Other 17,293 2,576 644 644

Thousands of U.S. dollars

1999

Contract or
notional amount

Over Fair Unrealized
Total one year value profit (loss)

Non-Listed:
Currency Swaps $7,191,264 $2,789,900 $(93,933) $(93,933)

U.S. Dollar 6,922,709 2,768,530 (97,881) (97,881)
Sterling Pound 125,099 — (1,398) (1,398)
Other 143,456 21,369 5,346 5,346
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Millions of yen

1998

Contract or
notional amount

Over Fair Unrealized
Total one year value profit (loss)

Non-Listed:
Currency Swaps ¥245,661 ¥149,374 ¥(10,067) ¥(10,067)

U.S. Dollar 201,264 119,983 (8,313) (8,313)
Sterling Pound 17,247 17,247 (2,468) (2,468)
Other 27,149 12,143 713 713

Notes: 1. More than 90% of currency swap transactions, which are mainly
composed of transactions with clients and their hedge transactions,
are denominated in U.S. dollars on either side of the obligations.

2. Currency futures contracts and currency options are excluded
from the above schedule, as their carrying amounts are repriced
at the end of the term, and their profit and loss are stated in the 
non-consolidated statements of operations.

The contract amount of currency-related derivative transactions under
repricing are as described in the following:

Thousands of
Millions of yen U.S. dollars

1999 1998 1999

Contract or Contract or Contract or
notional notional notional
amount amount amount

Non-Listed:
Foreign Exchange
  Forward Contracts:

Selling ¥629,885 ¥2,729,460 $5,225,096
Buying 454,621 1,687,458 3,771,225

Currency Options:
Selling 68,987 238,855 572,275

[1,151] [6,245] [9,548]
Buying 64,061 261,270 531,413

[1,628] [6,484] [13,509]

Notes: 1. For option transactions, the option premium summed up in the
non-consolidated balance sheets is entered in parentheses below
the contract amount.

2. Although Mitsui Trust has, as a market maker, been positively
engaged in forward foreign exchange transactions, the term-end
balance of contracts has continued to show a slight decline for
the past several years, reflecting a drop in the trading volume in
the market.

3. There are no derivative currency transactions for trading purposes.

Thousands of U.S. dollars

1999

Contract Fair Unrealized
amount value profit (loss)

Listed:
Bond Futures:

Selling $32,773 $32,973 $(199)
Buying 24,919 24,817 (101)

Millions of yen

1998

Contract Fair Unrealized
amount value profit (loss)

Listed:
Bond Futures:

Selling ¥218,754 ¥218,570 ¥183
Buying 16,828 16,755 (72)

Notes: 1. Estimate of fair value: For exchange listed instruments, the closing
prices at March 31, at the Tokyo Stock Exchange and other
exchanges were applied.

2. Bond futures transactions are used mainly as a tool to control
interest risk concerning the dealer business.

3. Derivative transactions for trading purposes in “Trading Assets” or
“Trading Liabilities” are stated at market value. Therefore, these
accounts are not included in the above table. Their contract or
notional amounts and fair value are as described in the following:

1999

Millions of yen Thousands of U.S. dollars

Contract or Contract or
notional Fair notional Fair
amount value amount value

Listed:
Bond Futures:

Selling ¥00,927 ¥0,927 $007,691 $07,693
Buying 1,853 1,855 15,373 15,387

Bond Future Options:
Selling 17,361 91 144,014 759

[101] [845]
Buying 18,546 138 153,844 1,151

[132] [1,099]

1998

Millions of yen

Contract or
notional Fair
amount value

Listed:
Bond Futures:

Selling ¥5,194 ¥5,207

Bond Transactions
Millions of yen

1999

Contract Fair Unrealized
amount value profit (loss)

Listed:
Bond Futures:

Selling ¥3,950 ¥3,975 ¥(24)
Buying 3,003 2,991 (12)
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Note 29
Subsequent Events

a. Appropriations of Earned Surplus

The following appropriations of unappropriated earned sur-

plus were approved at the General Common Shareholders’

Meeting held on June 29, 1999.
Millions Thousands of
of yen U.S. dollars

Transfer to Legal Reserve ¥0,850 $07,051
Year-end Preferred Stock
  Cash Dividends, ¥0.02 per Share 14 118
Year-end Common Stock
  Cash Dividends, ¥2.50 per Share 4,218 34,994

Total ¥5,082 $42,163

b. Agreement of Merger

On June 22, 1999, the preferred stockholders, and on June

29, 1999, the common stockholders of Mitsui Trust approved

a merger agreement with The Chuo Trust & Banking Co., Ltd.

(“Chuo Trust”). Pursuant to the terms and conditions of the

merger agreement, which was entered into on May 24, 1999,

Mitsui Trust expects to be merged with and into Chuo Trust,

with Chuo Trust being the surviving corporation on April 1,

2000. At this effective date, each issued and outstanding share

of the common stock (par value ¥50 per share) of Mitsui

Trust will be converted into, and will be canceled in exchange

for the right to receive 0.3 per share of common stock (par

value ¥50 per share) of Chuo Trust. Chuo Trust will then

change its name to The Chuo Mitsui Trust and Banking

Company, Limited.
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Independent Auditors’ Report

To the Board of Directors of

The Mitsui Trust and Banking Company, Limited:

We have examined the Non-Consolidated Balance Sheets (“Banking Account”) of The Mitsui Trust

and Banking Company, Limited, as of March 31, 1999 and 1998, and the related Non-Consolidated

Statements of Operations and Shareholders’ Equity and Cash Flows for the years then ended. Our

examinations were made in accordance with auditing standards, procedures and practices generally

accepted and applied in Japan and, accordingly, included such tests of the accounting records and

such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the Non-Consolidated Financial Statements referred to above present fairly the

financial position of The Mitsui Trust and Banking Company, Limited, as of March 31, 1999 and

1998, and the results of its operations and its cash flows for the years then ended in conformity with

accounting principles and practices generally accepted in Japan consistently applied during the

period except for the change, with which we concur made as of March 31, 1998 in the accounting

for securities, as discussed in Note 2.

Our examinations also comprehended the translation of Japanese yen amounts into U.S. dollar

amounts and, in our opinion, such translation has been made in conformity with the basis stated in

Note 1 to the Non-Consolidated Financial Statements. Such U.S. dollar amounts are presented solely

for the convenience of readers outside Japan.

As discussed in Note 29 to the Non-Consolidated Financial Statements, the shareholders

approved a merger agreement with The Chuo Trust & Banking Co., Ltd., at the shareholders’

meeting held on June 22 and 29, 1999.

June 29, 1999


