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Fiduciary Services Group

Takaaki Hatabe   
Group President

The Fiduciary Services Group’s business is classified into three

categories: (1) trustee of pension assets (asset management and

asset servicing for pension assets) and pension system planning;

(2) investment management (asset management, investment advi-

sory); and (3) securities processing services.

We command the largest share of the public pensions mar-

ket, and also, our capabilities in corporate pensions are highly

rated. In the corporate pensions area, we offer multi-plans for

both defined benefit and defined contribution pension plans in

accordance with customer needs, provide comprehensive con-

sulting services covering asset management to system planning,

and offer products catering precisely to customer needs.

Leveraging these strengths, we have increased our market share

for defined benefit pension plans while being appointed as asset

manager for defined contribution plan by a number of pension

funds. We intend to further raise our share in the market of pen-

sion trust  (corporate pension plans offered by trust banks) from

15.4% at the end of March 2005 to 20.2% by 2009 and aim to

solidify our position as the market leader for defined contribu-

tion pension plans.
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In fiscal year 2004, ended March 31, 2005, net business profit

before credit costs totaled ¥21.3 billion (up 4.4% year-on-year).

As of the end of March 2005, the balance of assets under manage-

ment stood at ¥44.9 trillion (down 3.6% year-on-year), with

assets accompanying asset management amounting to ¥16.8 tril-

lion (down 0.6% year-on-year). This reflects a decline in the bal-

ance of designated money trust primarily due to the rebalancing of

public pension assets. Pension trust balances at the end of March

Business Operations and Basic Strategies

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

With respect to investment management, on top of our

strength in active management of conventional assets such as

domestic and foreign stocks and bonds, we are suitably positioned

to offer alternative investments including hedge funds, real estate

securitization products, and private equity investment. In the cor-

porate pension market, in particular, we have earned a solid repu-

tation for our business model that offers an optimal combination

of products catering to customer needs through investment con-

sulting services. In promoting this business model, we have built

our status as Japan’s market leader in the area of alternative invest-

ments, boosting the largest outstanding balance.

In securities processing services, we are pursuing economies

of scale by expanding assets under custody in collaboration with

Japan Trustee Services Bank, Ltd. (JTSB), an affiliate specializing

in securities processing with approximately ¥119 trillion worth of

entrusted assets. Our global custody business, provided through a

U.S. subsidiary, is the largest in scale offered by any Japanese

bank, with assets under custody topping $100 billion. Together

with securities lending, this business has grown into Sumitomo

Trust’s largest global service.
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Progress to Date and Plans for FY2005 and Beyond

The corporate pension market is expected to expand again in the

near future, as the effect of daiko henjo flows approaches its end in

fiscal year 2005 and growing concern over public pensions draws

renewed attention to the supplementary role of corporate pension

plans. As competition now largely revolves around the quality of

services and products rather than corporate groups (keiretsu), a

great opportunity presents itself to fully utilize our competitive

edge. In addition, it is likely that there will be market share adjust-

ment resulting from a reorganization of the mega-banks.

Leveraging our comprehensive consulting services that range from

investment to system planning and high value-added marketing

expertise, we will seize this opportunity to expand our market share

and broaden our customer base. Furthermore, we will diversify our

profit sources as well as maintain and improve our profitability by

strengthening alternative investment products and distinctive

instruments for active management and by redoubling efforts to

develop customers such as non-profit organizations, financial cor-

porations, retail investors, and foreign investors. 

In the field of the securities processing business, we will enhance

resistance to downward pressures on custody fees by offering high

value-added services such as sophisticated information based on our

asset management and custody know-how and by exerting our mar-

keting efforts to thoroughly differentiate ourselves from the competi-

tion. We also seek to strengthen our cost competitiveness by operat-

ing JTSB more efficiently.

1. Pension Trust – Seeking to Expand Market Share by

Consulting + A Multi–Plan, Multi–Product Approach

In the corporate pension market, our strengths are: (1) sophisticated

expertise and an accumulation of know-how that enable us to per-

form “highly-practical services” ranging from the introduction of a

system to its management, not limited to system consulting and

including actuarial computation, labor-management negotiations,

and support for negotiations with competent authorities; (2) an

“open platform” business model for investment that allows us to

offer optimal products to meet customer needs using not only our

own products but also those offered by other asset management

companies; and (3) our ability to design custom-made pension plans

to offer all types of defined benefit and defined contribution pension

plans in line with corporate customers’ personnel and finance strate-

gies. Customer understanding and support for our “multi-plan and

multi-product” business model are steadily gaining ground.

With a view to curbing pension obligations, an increasing num-

ber of companies are likely to continue introducing cash balance

plans and defined contribution pension plans. Our expertise in sys-

tem consulting services is proving effective in attracting pension

funds to our defined contribution pension plans. As of the end of

March 2005, the number of employees subject to enrollment in our

defined contribution plan reached 264,000, placing us at the top of

the industry, including life insurance companies and mega-banks.

We offer an array of defined contribution pension products, includ-

ing our own socially responsible investment (SRI) fund “Good

Company.” We will continue to hone this strength to fully consoli-

date our position as the market leader.
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2005 fell 19.7% year-on-year to ¥5.3 trillion (at market), mostly

due to the decline of daiko henjo (returning to the government the

public pension portion of the corporate pension funds) flows and

the popularity of our “multi-plan and multi-product” business

model. The balance of assets for custody alone (without asset

management) declined primarily because large-lot specified money

trusts (tokkin) of pension assets were directly entrusted with JTSB.

Meanwhile, mutual fund assets registered a sizable 10.6% year-on-

year increase.
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At the same time, the introduction of cash balance plans is giving

rise to the need to diversify beneficiary management and benefit admin-

istration. In order to immediately respond to the situation, together

with Mizuho Trust & Banking Co., Ltd., we jointly established Japan

Pension Operation Service, Ltd. (JPOS). in December 2004, a compa-

ny specializing in pension plan administration services, and we are com-

bining both banks’ know-how for its efficient operation.

2. Investment Management—Expanding our Customer

Base with High–Quality Investment Product Groups

Outside the corporate pension market as well, investors are finding it

difficult to identify rewarding investment opportunities in light of

low interest rates. Leveraging our distinctive business model, we are

aggressively seeking to expand our customer base by focusing on

non-profit organizations, financial corporations, retail investors, and

foreign investors.

For the “multi-product” feature of our investment management

business, we offer a rich assortment of premier-quality products,

including domestic stock and bond investments backed by a number

of experienced analysts and fund managers. In addition, we offer a

highly-rated leading alternative investment. We are seeking to build

a “multidimensional diversified investment portfolio” composed of

carefully selected products to realize stable and high returns con-

forming to customers’ investment needs. External evaluation organi-

zations constantly rank us among the top-tier companies in terms of

both investment performance and client services. Our alternative

investment know-how is also used by STB Asset Management Co.,

Ltd. for its mutual fund product development.

3. Securities Processing Services—Improving Profitability

by Pursuing Volume and Higher Value–Added Services

As fee rates are declining, we will redouble efforts to expand volume

and increase efficiency in the securities processing business. 

First, we aim to improve performance by accurately grasping

individual investors’ increasing interest in mutual fund products

amid the growing shift “from savings to investment.” To boost

assets for stock investment trusts, we will develop new customers

among foreign-affiliated asset management companies, in addi-

tion to increased marketing efforts to existing investment trust

management companies. 

Secondly, we intend to bolster JTSB’s competitiveness by rein-

forcing its marketing staff and improving efficiency in its operations.

As the trend toward a “fragmentation of asset management and cus-

tody” is likely to become more evident going forward, we anticipate

JTSB to win more business in securities processing directly, instead

of through Sumitomo Trust. We believe our efforts to boost JTSB’s

capacity will lead to an increase in its market share.

In our well-established Japanese-language services for our global

custody business, we are gradually expanding the scope of our mar-

kets for these services so as to improve customer convenience. In the

securities lending business, we are also broadening our scope of oper-

ations to include foreign equities for active management to respond

to diversifying customer needs.
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