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Overview of Operations —

Wholesale Financial Services Group

key strengths. 
The needs of our corporate customers are growing in the

area of shareholder policy (including voting activities and IR
activities), and with a view to providing comprehensive con-
sulting services, the stock transfer agency business has been
moved to the Wholesale Financial Services Group. 

Services we provide are as follows:
1. Commercial Loans 
Our commercial loan portfolio focuses on profitability and effi-
ciency in order to maintain solid asset quality, as opposed to
absolute returns through increases in loan volume. Therefore,
rather than enlarge the size of risk assets, we intend to pursue fur-
ther diversification with interchange of credits and optimization of
the portfolio. In order to achieve this, we take advantage of the
secondary markets for credit products such as asset-backed securi-
ties, as well as the primary markets for syndicated loans, non-
recourse loans and project financing.

2. Securitization
The securitization market in Japan has expanded rapidly in line
with corporate demand for restructuring and diversified funding
sources, as well as investor demand for alternative investments,
given the low interest rate 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 securitization 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 re-securi-
tization of subordinated credit tranches for consumer finance com-
panies. 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 struc-
ture enables the originators to expand fundraising opportunities.

3. Real Estate Non-recourse Loans
With the expansion of the real estate securitization market, real
estate financing structures have become more diverse than ever
before. Non-recourse loans are a new type of financing structure in
which collateral is limited to specific projects. They are growing
rapidly due to the increasing number of urban redevelopment
projects. The non-recourse loan market in Japan has reached
about ¥6 trillion, with the balance of non-recourse loans held by
us at ¥439 billion as of March 2004.

Focal Strategy: Increasing Commission Revenues in
Response to Diversifying Needs of Corporate
Customers While Optimizing Own Portfolio 

Business Lineup and Our Strength
Sumitomo Trust worked quickly to completely dispose of non-
performing loans, and reduce the downside risk of the whole-
sale business. As a result, the ratio of non-performing loans (as
defined by the Financial Reconstruction Law) to all loans was
2.8% (non-consolidated basis) at the end of fiscal year 2003,
the lowest of any major domestic bank. 

In response to the need for more diverse funding methods,
currently, the Wholesale Financial Services Group handles
financial asset securitization in addition to its traditional loan
and deposit-taking operations. At the same time, we hold
annual meetings with corporate executives and provides com-
prehensive support, including financial consulting and M&A
advisory services, to help companies deal with the issues that
arise in these meetings. Thus, our support for corporations
extends beyond fundraising. The Wholesale Financial Services
Group’s relationship managers are well versed not only in the
group’s own products and services, but those of other groups as
well (such as corporate pensions and real estate). This supports
the Sumitomo Trust Group’s consulting capabilities, one of its
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4. Advisory and Consulting Services 
We provide advisory services to corporate customers planning
mergers and acquisitions, capital tie-ups and business spin-offs.
We fully utilize our trust capabilities in providing these services.
Further, we provide tailored consultation services and offer solu-
tions for customers seeking to raise corporate value. One particu-
larly effective consulting tool that we use is Sumishin Corporate
Finance Advisor managerial accounting software, which we devel-
oped in collaboration with an accounting firm.

5. Global Credit Investment
Credit investment attempts to maximize returns on investments
by building well-balanced portfolios composed of products such as
loans and corporate bonds in domestic and overseas markets. In
recent years, Japan has seen rapid growth in asset-backed securities
(ABS) and the gradual development of secondary markets for cor-
porate loans, influenced by the U.S. market. Japan’s credit markets
are expected to gain the same level of liquidity and marketability as
the U.S. markets. 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 diversify-
ing investments in a wide range of credit, taking advantage of three
overseas branches in New York, London and Singapore and a sub-
sidiary in Hong Kong. In addition, we are active in private equity
fund market worldwide, and STB Investment Corporation, a sub-
sidiary in Japan, manages third parties’ money focusing on invest-
ment in venture companies in Japan.

6. Stock Transfer Agency
Stock transfer agency services have attracted increasing attention
in recent years, in line with the growing importance of share-
holder meetings and investor relations (IR). Stock transfer
agency services include shareholder registration, dividend calcu-
lation and payment, the issuing of documents relating to share-
holder meetings, and IR support services.

Our stock transfer agency services have a good reputation, with
884 corporate customers and over 6.4 million shareholders benefit-
ing from our services. We also provide consulting services to our cor-
porate customers on topics such as mergers and acquisitions, share
exchanges and stock splits. Further, a unique website named “Japan
Investment Forum” (in English only) has been established, with a
view to introducing major Japanese corporations to foreign institu-
tional investors and providing information about these companies’
shareholder meetings (URL: http://www.japaninvestforum.com).

We are also upgrading our services. In October 2002, we com-
menced operations at Japan TA Solution, Ltd. jointly established
with Japan Securities Agents, Ltd. This company specializes in sys-
tem management and data processing in the stock transfer agency
business. This venture has enabled us to meet customers’ needs for
proper and prompt operation with the most advanced systems. It
has also helped us achieve economies of scale. We have also devel-
oped a next-generation stock transfer agency service system called
“NEO-CAROL,” which started operations in January 2004.

Fiscal Year 2003 Results Review and Strategies
In fiscal year 2003, consolidated net business profit increased
¥2.9 billion year-on-year, to ¥64.1 billion. The term-end bal-
ance of loans fell ¥400.0 billion, to ¥9.6 trillion (¥10.9 trillion
including loans to individuals). Business increased in such areas
as securitization, syndicated loans, and non-recourse loans, and
as a result, fees and commissions rose 30% year-on-year, to
¥15.7 billion. The balance of securitization assets in trust con-
tinued to rise, increasing 2.5% year-on-year, to ¥4.0 trillion.

Corporations are gradually diversifying their funding meth-
ods to include not only the traditional method of taking out
bank loans, but also issuing bonds and utilizing securitization.
Under these circumstances, we are striving to increase the ratio
of commission income by leveraging our trust banking and con-
sulting capabilities, thereby moving away from an earnings
structure centered on loan interest margins. 

The rapidly growing credit and secondary markets are a
source of the products that, together with syndicated loans and
non-recourse loans, are key to the optimization of our portfolio.
Going forward, we will use our credit operations, which have
long emphasized relations, to meet the increasingly diverse
needs of corporate customers, based on the consulting capabili-
ties of the Sumitomo Trust Group. To optimize our portfolio,
we plan to increase its overseas credit exposure, which is attrac-
tive from a relative value standpoint, to its market-based prod-
ucts, including securitization products and syndicated loans.




