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Financial Review

Economic and Fiscal Environments
The economic environment in fiscal 2008—the consoli-
dated fiscal year ended March 31, 2009—was character-
ized by additional repercussions from the financial fire
originally sparked by the U.S. subprime loan problem.
The September 2008 failures of major U.S. financial insti-
tutions precipitated a credit crunch of global proportions
and placed the entire financial system on very shaking
ground. Burning worldwide, the financial fire crept into
to the real economy, accelerating the decline of business
conditions. In Japan, the downturn grew dramatically
worse, substantiated by record-breaking drops in exports
and production.

In other domestic financial developments, short-term
interest rates (overnight call rates) fell toward the 0.1%
mark in late December, following two cuts by the Bank of
Japan, in October and December 2008. Long-term inter-
est rates climbed into the 1.8% range in mid-June 2008,
as skyrocketing resource prices prompted fears of infla-
tion, but traced a downward path again, reflecting poor
economic conditions, and settled into the 1.3% range by
March 31, 2009. The Nikkei Stock Average moved into
the mid-14,000s in early June 2008, but plummeted as
the financial crisis deepened and economic conditions
deteriorated, and ended the term in the low 8,000s. In
the foreign exchange market, the U.S. dollar hovered
between ¥100 and ¥110 until about August 2008 before
the yen appreciated against the benchmark currency. At
one point, in December 2008, the U.S. dollar fell into the
¥87 range, but it returned to the ¥98 range by the end of
March 2009.

Fiscal 2008 Consolidated Performance
As of March 31, 2009, deposits amounted to ¥9,446.4 bil-
lion, edging up 7.0% from a year earlier. Loans and bills
discounted reached ¥8,584.2 billion, up 9.3%. Securities
came to ¥4,896.6 billion, up 5.3%.

Total assets stood at ¥15,086.4 billion, up 4.2%.
Total equity shrank 32.5% year-on-year, to ¥688.4 bil-

lion, owing to the absence of capital surplus, due to a net
loss in fiscal 2008, and lower net unrealized gains on
available-for-sale securities.

Aggregate trust assets (combined amounts in the trust
accounts of Chuo Mitsui and Chuo Mitsui Asset) were
¥36,070.2 billion, down 25.1%, mainly because of
decreases in securities and beneficiary rights.

On the profit-and-loss front, total income dropped
9.9%, to ¥422.2 billion, and total expenses jumped
59.9%, to ¥531.9 billion. As a result, Chuo Mitsui Trust
Holdings recorded a loss of ¥109.6 billion before income
taxes and minority interests, compared with ¥135.7 bil-
lion in income before income taxes and minority inter-
ests a year earlier. Similarly, a net loss replaced the net
income position maintained in fiscal 2007, with the
Group posting a red ¥92.0 billion compared with a black
¥71.8 billion. Net loss per share was ¥84.89, compared
with net income per share of ¥70.55 in fiscal 2007.

The fiscal 2008 consolidated capital adequacy ratio,
calculated according to a domestic standard, was 12.05%,
down from 13.84% in fiscal 2007.

Segment Information
By business segment, the trust and banking business
generated total ordinary income of ¥404.0 billion and
ordinary expenses of ¥517.7 billion, leading to an ordi-
nary loss of ¥113.7 billion. Other finance-related opera-
tions generated ordinary income of ¥43.9 billion and
ordinary expenses of ¥34.6 billion, for ordinary profit of
¥9.2 billion.

Cash Flows
In fiscal 2008, net cash provided by operating activities
amounted to ¥796.3 billion, up ¥368.4 billion from fiscal
2007, primarily due to a net increase in borrowed money.

Net cash used in investing activities came to ¥585.7
billion, up ¥11.5 billion from fiscal 2007, mainly due to a
decrease in proceeds from sales of securities.

Net cash used in financing activities came to ¥143.1
billion, up ¥138.3 billion from fiscal 2007, largely reflect-
ing the purchase and cancellation of preferred stock to
repay public funds.

Cash and cash equivalents at the end of March 2009
settled at ¥217.2 billion, up ¥65.4 billion from a year
earlier.

Non-Consolidated Fiscal 2008 Performance
Total assets of Chuo Mitsui Trust Holdings stood at
¥809.7 billion. Total equity reached ¥617.2 billion, owing
to the purchase and cancellation of preferred stock to
repay public funds. Total equity per share was ¥358.58.

Income before income taxes and minority interests,
which is essentially dividends and income received from
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subsidiary banks, settled at ¥7.5 billion. Net income
decreased to ¥7.0 billion, and net income per share of
common stock fell to ¥4.58.

Dividends
In view of its public duty as a bank holding company,
Chuo Mitsui Trust Holdings’ basic policy on dividends is
underscored by an unwavering commitment to ensure an
appropriate level of retained earnings while maintaining
stable dividends for shareholders.

In recent years, the year-end dividend has been paid
through appropriation of retained earnings in consider-
ation of the Group’s performance and the status of
retained earnings. This appropriation of funds has been
approved by shareholders at the general meeting of
shareholders. The Company’s Articles of Incorporation
set forth a provision allowing for the payment of an
interim dividend, with a record date of September 30
each year. The Board of Directors makes the decision on
interim dividends.

The year-end dividend for fiscal 2008 was trimmed by
¥2.00, to ¥5.00 per share of common stock, taking fiscal
results into the dividend calculation. Dividends on pre-
ferred stock remained the same as in fiscal 2007: ¥14.40
per share for class II preferred; and ¥20.00 per share for
class III preferred.
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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 net operating profit before trust account write-
offs. This allows a comparison with other banks accord-
ing to net operating profit.

Pre-provision profit is calculated by adding back the
transfer to general reserve for possible loan losses from
net operating 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. Trust
banks have a number of trust accounts, reflecting the fact
that they must separately administer the assets of each
trust contract. In principle, details of individual accounts
are disclosed only to trustors or beneficiaries. Neverthe-
less, 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 insti-
tutions therefore receive trust fees for managing these
accounts. After deductions for fees and expenses, the
profits generated with these accounts all become trust
assets.

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

The Concept of Net Operating Profit (Gyomu Juneki)
To calculate core profits—excluding items outside core
operations, such as stock earnings and losses and write-
offs of non-performing assets—we calculate the net oper-
ating profit by selecting only those items that express the
earnings from core operations from within the income
statement.

Net operating profit is calculated by subtracting the
general and administrative expenses and the transfer to
the general reserve for possible loan losses from gross
operating profit. Gross operating 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).

Net Operating Profit at Trust Banks
In addition to net operating profit, trust banks disclose
net operating profit before trust account write-offs. With
trust banks, the net operating 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 sub-
tracting loan write-offs in the trust account. Therefore,
net operating profit is smaller than a trust bank’s actual
profitability in core operations.

• The Relationship between Ordinary Income and
Net Operating Profit

Trust fees

Interest income

Fees and commissions

Trading gains

Other operating income

Other income

Ordinary expenses (B)Gross ordinary income (A)

Interest expense

Fees and commissions

Trading losses

Other operating expenses

General and administrative
  expenses
Other expenses

1 2

• Sample Calculation of Net Operating Profit before 
Trust Account Write-Offs

Net operating profit before trust account write-offs (a+b+c)

250

Net operating profit (a+b)

220

Net operating profit other than for trust fees (a)

150

Net operating profit 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 operating profit
The amount remaining after subtracting the highlighted areas in box  2  from
those in box  1  is nearly equal to gross operating profit.
Net operating profit
This results from subtracting general and administrative expenses and the
transfer to general reserve for possible loan losses from gross operating profit.
The transfer to the general reserve for possible loan losses is part of other
expenses.
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