
net worth equity reached a balance of ¥1.04 trillion, advancing by ¥413.7

billion from a year before.

Even more significant than the amount itself, is the quality of our assets

that we are continually seeking to refine. We stand on much firmer financial

ground than the other major banks. Our balance of non-performing loans

totaled ¥141.3 billion as of September 30, down ¥42.8 billion from the pre-

vious year, reducing our non-performing loan ratio to a low 1.2 percent.

As of the end of September 2005, with the increase in assets related to Sum-

ishin Matsushita Financial Services Co., Ltd. and our determined efforts to

accumulate risk assets, BIS capital adequacy ratio stood at 11.16%, down 1.34

percent from 12.50% six months earlier. This level remains high, but posi-

tive results can by expected from our strategy to steadily raise the quality of

our revenue as well as that of our assets. In addition, our Tier 1 ratio dropped

by 0.48% to 6.75% from 7.23% at the end of the previous fiscal year.

Growth strategy and main directions from this term onward
We aim at being the “top quality trust bank” of Japan by maintaining

superior quality capital, assets, revenue and customer base. At the same

time, we want to further promote our specific functions as a trust bank

by focusing our corporate strengths on high-growth, high-income areas

such as retail financial services and investment banking leveraging our

trust functions.

Additionally, we are giving top priority to the exploration of new

lines of business and pursuit of excellence as a way to broaden our cus-

tomer base and compete with the mega banks. In this perspective, we

have sought to create synergies through acquisitions and alliances so as

to maximize our strengths. In April this year, we consolidated Sumishin

Matsushita Financial Services Co., Ltd. as a subsidiary company. In

August, we purchased a stake in, and formed a strategic relationship

with FRM Holdings Limited, the holding company of the Financial

Risk Management Limited, a major UK hedge funds manager. As fur-

ther described below, we have acquired all the shares of First Credit

Corporation, a real estate secured finance company. We have also

agreed with SBI Holdings, Inc. to establish jointly an Internet-based

bank and enter into a business alliance with capital involvement. Apart

from that, we are joining hands with Daiwa Securities Co., Ltd. in the

testamentary business, and cooperating with Credit Saison Co., Ltd. in

the retail business.

Developing retail financial services leveraging our
trust functions for the very wealthy and affluent cus-
tomer strata
Consulting services yet better geared to very wealthy customers
Customers with assets of ¥500 million or more have been offered since

last year membership in a special club for the very wealthy, Sumishin Pri-
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A Message from the President and CEO

Review of the first half of the fiscal year 2005

Results in the term under review: profit improvement
on both consolidated and non-consolidated basis
Consolidated net business profit rose by ¥35.2 billion to ¥101.1 billion

and net operating profit grew by ¥23.5 billion to ¥87.9 billion during the

term. Those were 53.4% and 36.5% increase from year ago, respectively.

Accounting for these significant advances are the increase in non-consoli-

dated net business profit before credit costs as well as the consolidation of

Sumishin Matsushita Financial Services Co., Ltd as a subsidiary company.

Moreover, with total credit costs amounting to only ¥3.6 billion, the con-

solidated net operating profit in the first half fiscal year rose 10.1% from a

year ago to a ¥53.7 billion. This is 45% more than planned at the begin-

ning of the term under review.

As for the growth in the non-consolidated net business profit before

credit costs, it results from the following three main factors.

First is the increase in fee revenue from the sale of mutual funds and

individual annuities, which reflects our emphasis on promoting our “retail

financial services leveraging our trust functions.” Secondly is the good per-

formance of our real estate brokerage business, a unique feature of trust

banks. With real estate prices gradually picking up in major cities and the

growing purchases of office and residential properties by real estate invest-

ment trust funds such as J-REIT, revenue from the real estate business

rose 19.4% from the previous year to ¥12.2 billion. The third factor is the

increase in profits from treasury and financial products business, including

net capital gains on bonds and net gains of financial products. Making

effective use of the timing in fluctuations of interest rates, we were able to

boost our profits substantially during the first quarter.

Performance in the first half of the fiscal year 2005: accu-
mulation of risk assets while promoting asset quality
Financial results show that our total assets stood at ¥18.355 trillion, i.e. a

¥2.447 trillion advance from the previous accounting year on a consoli-

dated basis, with shareholders’ equity growing by ¥73.1 billion over the

same period to ¥982.8 billion.

In the wholesale business group, aggressive efforts were made to pro-

mote traditional loan activities as well as market-based loan activities such

as syndicated loans, real estate non-recourse loans and overseas lending. As

for the retail financial services group, it actively promoted loans to individ-

uals. As a result, loan balance increased by ¥705.2 billion to a balance of

¥9.719 trillion over the previous fiscal year-end. On the other hand, the

retail division was also successful in gathering deposits through such

attractive products as “Good Select”. Deposit assets presently stand at

¥8.8 trillion, ¥0.4 trillion larger than at the same period of the previous

year. With favorable sales of mutual funds and individual annuities, our
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vate Trust Club, which provides members-only investment products and

financial consulting services in the field of asset management and inheri-

tance, as well non-financial services such as fine arts consulting. In June

2005, we established a consulting company specialized in private banking,

STB Wealth Partners Co., Limited, so as to offer comprehensive financial

consulting services tailor-made to very wealthy customers. 

Promotion of services to affluent customers
We are developing new services for the affluent class of customers in their

50s whom we call the “Trust Generation” as they face such issues as retire-

ment, inheritance, etc. We want to offer them solutions ranging from

property formation to retirement allowances, pensions and testaments to

real estate, among others. 

In July 2005, we started handling a pension-type time deposit in which half

the amount deposited is paid back in the form of a pension consisting of four

annual fixed payouts based on the principal with interest added, while

offering favorable interest payment at maturity for the remaining half of

the principal. This pension-type time deposit not only supplements the

public pension system, but also helps retirees enjoy their second life. We

have positioned this product at the core of our services to the so-called

“Trust Generation”.

Securing new channels to expand our customer base
We specialize in personalized relations with our customers, but anticipate

that a growing number of them will want to conduct their property for-

mation and investment transactions online, as witnessed by the rapid

expansion of Internet banking. Against this background, we announced in

October this year the establishment of an Internet-based bank jointly with

the SBI Group to provide banking, securities and trust services via the

Internet. Our retail target up to now was mainly focused on customers in

their 50s and 60s, but with the growing uncertainty over the public pension

system in Japan today, there is growing evidence that the generation of peo-

ple in their twenties, thirties and forties is eager to plan their financial

future. E*Trade Securities Co., Ltd., a core company within the SBI Group,

boasts a customer base of 800,000 accounts mostly in their twenties, thirties

and forties. This alliance will enhance our carefully nurtured strengths by

offering easy access to our services to a new range of customers.

The purchase of First Credit Corporation is a step toward
becoming an across-the-board real estate business player
Sumitomo Trust engages in the banking, trust and real estate businesses,

and in order to exploit those areas of competence to their full potential,

we have focused our expertise and know how in each of these businesses,

thereby enhancing our status in the investment banking leveraging our

trust functions. Among those business groups, the real estate business is in

a strong position. We intend to strengthen it further, and one important

step in that direction was the ¥130 billion acquisition from private-equity

fund Lone Star of all the shares of First Credit Corporation on November

30th 2005. This deal gives us access to expertise in serving small-size real

estate transactions, thus complementing our know-how in dealing with

large and medium-size customers, as well as that of our subsidiary, Sum-

ishin Realty Co., which is promoting real estate services to individual

customers. In the area of finance also, this acquisition provides us with

expertise in meeting the funding needs of individual borrowers, or those

of small to medium size corporations. By being able to offer a complete

line-up of services in real estate business, our area of competence, we are

achieving our goal to deal in all aspects of the real estate business.

In Conclusion

Sumitomo Trust positions return of profits to the shareholders at the core

of its management principles, and is implementing a policy of setting divi-

dends in line with the amount of earnings available for payout, along with

the repurchase of shares. In November last year, we set a target payout no

lower than 20% in relation to our consolidated net income for the term.

Under such a policy, we were able to distribute dividends amounting to

¥12 per share against ¥6 the previous year. This term, we are able to dis-

tribute interim term-end dividends. Looking ahead, we will continue first

of all to pursue stable growth through management strategies that include

acquisitions and alliances as described above. Our aim is to satisfy the

expectations of our shareholders by boosting our corporate value, and

striving to return ever-greater amounts of profits to them.

Since its establishment in 1925, Sumitomo Trust has adhered to the

business principles of the Sumitomo Group which state that “Sumitomo’s

business must benefit not only Sumitomo itself but also the nation and

society in general.” Such a spirit is the embodiment of corporate social

responsibility (CSR). As we approach the 80th year of our foundation, all

of us at Sumitomo Trust are renewing our firm commitment to serving

our customers and shareholders, as well as contributing to the growth of

society. Taking this opportunity, we, the executives and employees of

Sumitomo Trust, would like to solicit hereby your continued warm con-

sideration and support toward us.

December 2005 

Yutaka Morita    President and CEO




