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Change in Cost and Net Unrealized Gains/Losses of Securities (for Securities with Available Market Prices) (Consolidated/After Devaluation)

(Billions of Yen)

Held-to-maturity Debt Securities

Available-for-sale Securities

Stocks

Bonds (JGB)

Foreign Bonds and Others

10.3

3,117.4

450.8

1,165.2

1,501.3

822.6

3,115.6

440.2

957.1

1,718.2

+4.3

+32.5

+34.0

+12.2

-13.7

+0.3

+160.5

+159.0

-8.9

+10.3

+812.2

-1.8

-10.5

-208.1

+216.8

Mar. 2004 (B)Mar. 2005 (A) (A)-(B) Mar. 2004 (D)

+4.6

+193.0

+193.1

+3.3

-3.4

Mar. 2005 (C)

Cost Net Unrealized Gains (Losses)

(C)-(D)

Tomoaki Ando
Group President

The Treasury and Financial Products Group’s business operations

consist of an investment business and a customer business. The

investment business comprises (1) financial operations intended to

manage potential market risks across Sumitomo Trust’s business

operations and (2) investment operations conducted on our own

account. The other pillar, our customer business, covers (1) mar-

ket-making operations and (2) the syndication and sales of mar-

ket-oriented financial products (marketing function).

Through our investment business, we seek to secure stable

Market-making operations
 — Enhance market-making ability

Customer business Investment business

Market-making operations Financial operations

Marketing functions

Investment operations

Marketing functions
 — Creation and sales of 
     new financial products

Financial operations
 — Manage potential market risks

Proprietary investment
 — Pursue absolute return

In fiscal year 2004, ended March 31, 2005, net business profit totaled

¥38.2 billion (down 19.1% year-on-year). 

Changes in the global market environment, such as a shift in the

U.S. to a tightened monetary policy in June 2004, prompted us to

adjust our market operations from a deflationary footing, and our net

business profit in the first half totaled only ¥10.3 billion, far below

our planned net business profit. In the second half, however, our

earnings performance greatly improved due to a more robust market

environment, carryovers from efforts to invest in bonds during the

first half, and investment diversification. Our net business profit in

the second half amounted to ¥27.9 billion, and net business profit for

the entire fiscal year was ¥38.2 billion.

Business Operations and Basic Strategies

Fiscal Year 2004 Results and Strategies (Review of Consolidated Performance)

company-wide earnings by hedging a whole range of market risks

involved in Sumitomo Trust’s balance sheet as well as to generate

absolute profits from proprietary investment. In our customer

business, our aim is to offer quality, competitively-priced financial

products that match customer needs by drawing upon the finan-

cial techniques and market-making prowess that we have accumu-

lated as a major player in the financial markets. In doing so, we

will contribute to a strengthening of Sumitomo Trust’s competi-

tiveness in both retail and wholesale markets. 

Treasury and Financial Products Group
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 ALM        Business Portfolio Management

 *Key – Stable Profit with Balanced Business Portfolio

ALM Strategy

Progress to Date and Plans for Fiscal Year 2005 and Beyond

Investment Business (1) 

Financial Operations—Dynamic Risk Management

Financial operations are designed to stabilize earnings and maximize

Sumitomo Trust’s economic value by appropriately controlling risks

involved in the overall balance sheet. They feature not only operations

to hedge measured risks but also a close analysis of ever-changing

market conditions and dynamic execution of hedge and risk controls.

With a view to enhancing these features and strengths further, we

launched the Dynamic Risk Allocation approach in a full-fledged

manner by establishing a dedicated department in April 2005.

Investment Business (2) 

Proprietary Investment—Three-Dimensional Diversified

Investment

We pursue absolute profitability when investing in our own accounts

through a strategy of “three-dimensional diversified investment” that

involves various combinations of risk involved, time span, and

investment technique.

The core competence that supports this three-dimensional diver-

sified investment is our “Robot” investment system built on the accu-

mulation of investment know-how and data since 1995. This system,

which could be described as the grand sum of our investment tech-

niques, is contributing to the enhancement and stability of investment

returns as well as the development of human resources. Our highly

capable staff is constantly staying one step ahead of the system, acquir-

ing sophisticated investment skills by developing investment know-

how and applying the new skills to actual investments in the market,

feeding the results back into the system to form a virtuous circle.

We are also boosting our capabilities by taking flexible measures to

respond to the investment environment, including hedge fund investments

as a way of “outsourcing” to supplement our own personnel and system. 

Furthermore, we newly set up the Strategic Diversified Investment

Group in April 2005, whish is charged with developing our invest-

ment business into one of Sumitomo Trust’s core businesses by

accelerating the diversification of risks to which investment tech-

niques are applied.

Customer Business (1) 

Market Making—A “Manufacturer” of Financial Products

The market-making function, which is likened to a “manufacturing

division” for financial products, forms the basis of our customer busi-

ness. We consistently seek to offer high-quality and better-priced

financial products to our customers, while enhancing our presence as a

major player in the financial markets by taking the initiative in creating

various markets associated with foreign exchange and interest rates.

Looking back on the history of Japan’s financial markets, we

played a central role in the creation of the yen interest rate swap mar-

ket, allowing us now to take pride in our strength in interest rate

derivatives. In April 2005, we established the Financial Markets

Department in a move to reinforce our already strong structure. 

Customer Business (2) 

Marketing Function—Supporting Retail, Wholesale Groups

Another important role of our group is to provide the marketing func-

tion for financial products utilizing our financial techniques and mar-

ket-making prowess to meet customer needs.

In fiscal year 2004, we received our first order for market-risk

consulting, a deal to sell our know-how acquired through in-house risk

management to outside clients. This service includes means to measure

the risks that confront corporate clients, proposing ways to manage

risk and offering specific hedging products. 

In fiscal year 2004, we also identified unique business opportuni-

ties for a trust bank in foreign exchange transactions on margin, which

are now rapidly expanding. We were the first in Japan to develop the

Foreign Exchange Margin Trust and were able to secure our first-ever

order for such a trust product.

In fiscal year 2005, we will push ahead with efforts to establish our risk

consulting service and foreign exchange margin trust scheme as the de

facto standard. Additionally, we aim to facilitate the development of

competitive products in the fields of foreign exchange deposit and

fixed-term deposit through stepped-up cooperation with the Retail

Financial Services Group and Wholesale Financial Services Group.
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