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Real Estate Group

Masao Shibuya  
Group President

The Real Estate Group offers a broad range of real estate-related

services, including brokerage, securitization, investment advisory,

appraisal services, and other consulting services. In the area of

securitization, in particular, we are superior not only in scheme

arrangement and placement, but also in the identification of qual-

ity properties. We also excel in our expertise in risk-return analysis

and risk control in real estate management trust, which is essential

for the management of securitized properties. Moreover, in tan-

dem with growth in the securitization market, our business in real

estate management trust and real estate brokerage has been grow-

ing every year.

On the one hand, the supply of premier property to the mar-

ket is increasing due to the introduction of impairment account-

ing for fixed assets by corporations as well as their balance sheet

streamlining efforts. On the other hand, investors (financial insti-
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For fiscal year 2004, ended March 31, 2005, net business profit

before credit costs rose 48.7% year-on-year to ¥17.7 billion. As a

result of increased marketing efforts amid the booming market in

real estate for investment purposes, real estate transaction services

(brokerage of real estate, securitization-related) and infrastructure

Business Operations and Basic Strategies

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

tutions, pension funds, and individuals) who are having difficulty

finding good investment opportunities in the low interest rate

environment are showing strong interest in real estate for invest-

ment purposes. The combined effect of these has led to booming

real estate investments through exchange-traded real estate invest-

ment trusts (J-REIT) and private real estate funds. To make the

utmost of this favorable trend, we will explore all possible profit-

earning opportunities including real estate management trust and

brokerage, following the “one deal, multi-income” principle. At

the same time, we will use our strength in property information

and our real estate expertise in risk-return analysis and risk control

to bolster our competitive edge in other service groups, including

our Wholesale Financial Services Group, Retail Financial Services

Group, and Fiduciary Services Group. 

services (real estate management, etc.) also recorded a strong per-

formance. Thanks to the increase in the number of real estate bro-

kerage transactions, Sumishin Realty Co., Ltd. reported fee rev-

enue of ¥7.5 billion.
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Progress to Date and Plans for Fiscal Year 2005 and Beyond

Guided by the basic policy of exploring every possible profit-earn-

ing opportunity to receive the full benefit of the booming market,

the Real Estate Group will implement the following measures.

1. Expansion of Business Base through Cooperative Tie–ups

In the real estate business, we are developing new sales channels

through business tie-up arrangements with a view to achieving efficient

customer development and increased property information. In fiscal

year 2004, along with Sumitomo Mitsui Banking Corporation, we

invested in the real estate consulting firm Japan Real Estate Solution

Support Co., Ltd. and concluded a business tie-up contract with

Daiwa Property Co., Ltd., a subsidiary of Daiwa Securities Group.

We expect the booming real estate market in metropolitan areas

to spread to other large cities. To respond to the growing needs for

liquidity of real estate in areas not extensively covered by our branch

network, we will aggressively participate in activities to support the

securitization of real estate held by client companies of regional

banks through tie-ups with regional banks. To start with, we

launched an investment fund with Hokkaido Bank in March 2005.

With a view toward revamping our property development

pipeline, we established a joint investment trust management com-

pany with manufacturer-affiliated real estate firms Nippon Steel City

Produce, Inc. and Oji Real Estate Co., Ltd., thereby facilitating our

move into the J-REIT business. Furthermore, there are plans for this

new company, Top REIT Asset Management Co., Ltd., to establish

an investment corporation with initial assets of around ¥50 billion

and obtain a listing for the investment corporation on the Tokyo

Stock Exchange at an early date.

2. Real Estate Equity Investment

Real estate equity investment will be one of the major drivers in

Sumitomo Trust’s company-wide efforts to promote the “invest-

ment banking leveraging our trust functions.”

Amid limited investment opportunities, pension funds and

regional banks with structural surplus funds are increasingly

attracted to alternative investments, including investment in pri-

vate real estate funds and securitized real estate equities. However,

the supply of investment-grade instruments is far from sufficient.

In order to fill the void, we are exerting efforts to develop invest-

ment-grade instruments by leveraging our expertise in risk-return

analysis and risk control and scheme development capabilities.

In our placement activities, we are actively investing in an equi-

ty portion of the same instrument. By doing so, we can provide

other investors with a sense of security, and at the same time,

increase investment returns for ourselves as an institutional investor.

3. Stronger, More Efficient Administrative Operations 

The rapid market expansion made the capacity of real estate

administrative operations a major issue for all trust banks. In order

to substantially improve our administrative processing capacity,

we developed and switched to a new comprehensive real estate

management system in March 2005.

Compared with a conventional hosting-based system, the pro-

cessing speed and quality of administrative operations have been sig-

nificantly improved. The system has reduced administrative costs by

automating cumbersome rent receipt/negation and accounting proce-

dures. Also, the system has enhanced customer services by strengthen-

ing the function of data linkup with asset managers and real estate

management companies as well as the function of cash flow analysis.

Currently, inquiries are pouring in from asset managers and J-

REIT management companies about the purchase or joint use of this

system. In the future, we hope to make this system the de facto stan-

dard for common infrastructure in the real estate management industry.

4. Boosting Integrated Strength as a Corporate Group

Together with the new system’s launch, it is important to bolster

our ability to provide fine-tuned property management services

along with adequate human resources. In fiscal year 2005, as in

fiscal year 2004, we plan to aggressively pursue the mid-career

recruitment of people with expertise in the real estate business as

well as qualified people with an interest in this business.

In our real estate business, group companies are also coming

to play an extremely important role.

Sumishin Realty Co., Ltd. now handles a number of brokerage

deals for corporate clients on top of its residential brokerage business.

Going forward, we plan to pursue community-based fine-tuned serv-

ices in closer cooperation with the Retail Financial Services Group.

STB Research Institute Co., Ltd., a highly-rated think tank

in the area of real estate investment evaluation, plans to further

strengthen its investment advisory business for real estate-related

investments of pension assets. It also supports the management of

the J-REIT Fund of Funds by STB Asset Management Co., Ltd.
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