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Treasury and Financial Products Group

he Treasury and Financial Products Group is
responsible for stabilizing bottom-line profit

through company-wide asset and liability management
(ALM) and for a majority of the financial market man-
agement activities related to our banking business. We
also offer financial products to customers that utilize
derivatives and foreign exchanges.

T

Sakae Yashiro Group President

ALM has been increasing significance in the wake of grow-
ing uncertainty over the world economy. Mark-to-market
valuation is also being applied to a wider range of assets and
liabilities designated by international accounting standards.
Furthermore, both financial institutions and corporations
in general are being required to manage market risk in a
more sophisticated manner. Being fully aware of our
increasing responsibilities and the importance of ALM , we
are striving to further enhance our capabilities.  

1. ALM Planning and Operations
Our priorities in ALM for the whole banking business are
to yield stable profits and to maintain the Bank’s financial
strength. In fiscal year 2002, despite unfavorable market
conditions due to a stagnant economy, our ALM strategy
was successful, and contributed to a ¥73.1 billion gross
profit for the Treasury and Financial Products Group, a
10% increase from the previous fiscal year. In the first half
of fiscal year 2002, as we saw that deflationary pressures
were likely to persist in the U.S. and Europe, we increased
our foreign bond portfolio in order to stabilize the Bank’s
entire portfolio, including cross-shareholdings. The strong
inverse correlation between Japanese stock prices and inter-
est rate of U.S. Treasury Note helped us to maintain stable
profitability. In the second half of fiscal year 2002, we
reduced our balance of foreign bonds to optimize the Bank’s
entire portfolio. By the end of fiscal year 2002 the Bank
also successfully reduced cross-shareholdings to below the
level of Tier 1 capital, mitigating the downward risk related
to the Japanese equity market.

2. Trading and Market-Making Activities
We manage a wide range of financial products, including
swaps, options, forward contracts and futures, in both inter-
est rate and foreign exchange fields. Leveraging our world-
wide network, we trade and make markets for these prod-
ucts 24 hours a day in New York, London and Tokyo.
While we consistently generate profits from trading activi-
ties by utilizing sophisticated risk management systems, we
also develop market-making initiatives to stabilize these
profits. Going forward, we intend to further expand our
solid customer base of institutional investors.
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3. Product Development
In recent years, both corporate and individual customers
have become more familiar with interest and foreign
exchange derivatives. Responding to the growing demands
for product diversification, we have developed and promot-
ed new products packaged with derivatives, which enable
small- and medium-sized corporations to access sophisticat-
ed instruments.  Our new deposits containing derivatives
have also become quite popular for their higher returns
among individual customers who have lost enthusiasm for
ordinary financial products due to interest rates, which
remain extremely low. We continuously provide useful news
and information on the market environment and deriva-
tives products to customers in order to promote new finan-
cial technologies.
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