
The Sumitomo Trust & Banking Co., Ltd. 2003 Annual Report — Overview of Operations-Wholesale Financial Services Group20

Wholesale Financial Services Group

such as asset-backed securities as well as the primary mar-
ket of syndicated loans, non-recourse loans and project
financing. 

2. Securitization 
The securitization market in Japan has expanded rapidly
alongside corporate demand for restructuring and diversi-
fied funding sources as well as investor demand for alterna-
tive investments, given the low interest rates of the current
market environment. Our securitization business has
expanded steadily ever since we first securitized receivables
in 1991. We now are one of the leading players in the secu-
ritization of various financial claims, including leases, real
estate—in cooperation with the Real Estate Group—and
other financial instruments. In April 2003, we developed
and introduced the concept of the re-securitization of sub-
ordinated credit tranche for consumer finance companies.
We re-securitize the subordinated portion resulting from
previous securitization programs in which the originators
hold the subordinated portion in their investment account.
This new structure enables the originators to expand fund-
raising opportunities.

n April 2002, we integrated the Corporate Customer
Group and the Global Credit Investment Group to

provide corporate customers with more market- and solu-
tions-oriented products and services, while at the same
time diversifying and optimizing our portfolio. Our inte-
grated relationship management strategies combine bank-
ing and trust products in a cross-selling platform of versa-
tile services and solutions. Despite today’s stagnant busi-
ness environment, the Wholesale Financial Services
Group succeeded in producing a gross profit of ¥88.0 bil-
lion in fiscal year 2002.  We continuously strive to create
the next generation solutions required by corporate cus-
tomers.

1. Commercial loans
As for our commercial loan portfolio, we are focusing on
profitability and efficiency in order to maintain solid asset
quality, rather than absolute growth of revenues through
increases in loan volume. Therefore, the Bank does not
intend to enlarge the size of risk assets but rather to pursue
further diversification with interchange of credits and opti-
mization of the portfolio. In order to achieve this, the Bank
takes advantage of the secondary market of credit products
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3. Real Estate Non-recourse Loans 
With the expansion of the real estate securitization market,
real estate financing structures have become more diversi-
fied than ever before. Non-recourse loans are a new type of
financing structure in which collateral is limited to specific
projects. They are currently undergoing rapid growth due to
the increased number of urban redevelopment projects. The
non-recourse loan market in Japan has doubled in size to
about ¥2 trillion in just a year, with the balance of non-
recourse loans held by Sumitomo Trust at ¥362.2 billion as
of March 2003.

4. Advisory and Consulting Services
We provide advisory services to corporate customers plan-
ning mergers and acquisitions, capital tie-ups and business
spin-offs.  We fully utilize our trust capabilities in provid-
ing these services.  Further, we provide tailored consulta-
tion services and offer solutions for customers seeking to
raise corporate value.  As a particularly effective consulting
tool, we use Sumishin Corporate Finance Advisor, manageri-
al accounting software we developed in collaboration with
an accounting firm.

5.  Global Credit Investment
Credit investment attempts to maximize returns on invest-
ments by building well-balanced portfolios composed of
products such as loans and corporate bonds. In recent years,
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Japan has seen rapid growth in asset-backed securities (ABS)
and a gradual development of secondary markets for corpo-
rate loans, influenced by U.S. market trends. Japan’s credit
markets are expected to gain the same level of liquidity and
marketability as in the U.S. Following this trend, in the
domestic market we now mainly invest in corporate bonds,
ABS and syndicated loans.  In overseas markets, we seek to
optimize our portfolio by diversifying investments in a wide
range of credit, taking advantage of three overseas branches
in New York, London and Singapore and a subsidiary in
Hong Kong.  In addition, STB Investment Corporation, a
subsidiary in Japan, manages investments in domestic ven-
ture capital companies and in overseas private equity funds.




