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A Look back at Fiscal Year 2005

Operating Environment—
A New Stage for Competition in the Financial Industry

The Japanese economy started to pick up in the

middle of fiscal year 2005 and entered a phase of

growth. Real GDP grew more than 3%, triggered by the

recovery of both domestic and external demand.

Corporate profits expanded for the fourth consecutive

year despite the rise in raw material prices including oil.

Against this backdrop, rising stock prices and increased

dividends pushed up household income and the value of

household financial assets. Consumer spending is now

also gaining strength and the business confidence of con-

sumption-related companies is also improving. 

Stock prices have been on the rise since the middle of

last year and the Nikkei Stock Average recovered to the

17,000 level at the end of last fiscal year. In the bond mar-

ket, yields rose against the backdrop of expected interest

rate increases following the recovery of the economy and

stock prices. Moreover, with the Bank of Japan’s termina-

tion of the quantitative easing policy, the long term

interest rate increased, and at the end of last fiscal year, the

yield for the 10 year JGB reached the mid 1.7% level.

In this environment, competition is intensifying in

the banking industry. Mega-banks are following us in

paying off public funds and are now shifting their busi-

ness strategy to achieve growth. Also, an increasing

number of players from other industries are entering the

banking business. In the midst of such fierce competi-

tion, our company does not merely seek to enlarge the

scale of our company as other mega-banks do. We recog-

nize that our strength comes from our conviction to put

the customer first while being flexible in our manage-

ment. Thus, we have steadily implemented our basic

strategy of swiftly making necessary investments and

forming the alliances required to become a “Top quality

trust bank group that puts the customer first”.

Yutaka Morita  
President and CEO
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Review of consolidated financial results for 

Fiscal Year 2005―Record high net income

In the fiscal year 2005, all of the 5 business sectors

achieved growth in profit, and consolidated net business

profit before credit costs increased 21.8% (an increase of

¥35.1 billion) to ¥196.2 billion from the previous fiscal

year. Net income grew by 3.3% (an increase of ¥3.2 bil-

lion) to ¥100.0 billion, registering a record high for the

third consecutive year. If we exclude an extraordinary item

recorded in fiscal year 2004, a one–off recording of profit

due to a change in the share holdings of subsidiaries, net

income growth was essentially 10% year on year. 

Increased fees and commissions were the main con-

tributors to the growth in net business profit before

credit costs, particularly driven by remarkable growth in

sales of mutual funds and pension annuities to individ-

ual customers, as well as in real estate brokerages.

Consolidated net fees and commissions increased 49.1%

(an increase of ¥33.1 billion) to ¥100.5 billion. Net

income per share and ROE are ¥59.8 and 9.9% respec-

tively, and dividend per share for fiscal year 2005 was

¥12, consistent with our payout target of 20%.

The Sumitomo Trust & Banking Group’s

Management Vision and Management Model

We pursue a business model that maximizes and uti-

lizes our advantages in banking, trust and real estate

related business. It is built upon our strength in the trust

business, and we will enhance our competitive edge with

the following three areas as our growth engine: “distinc-

tive retail financial services leveraging our trust

functions,” “investment banking services leveraging our

trust functions,” and “real estate related services”.

With regard to “distinctive retail financial services

leveraging our trust functions”, we will provide a prod-

uct line up and services including consultation that uti-

lize our strength as a trust bank in areas such as

inheritance, preparation of wills, asset management, asset

servicing, pension management and real estate related

fields. We intend to enhance our profit by increasing the

outstanding amount of deposits, increasing sales of

mutual funds and individual annuities and expanding

loans extended to individuals.

In “investment banking leveraging our trust func-

tions,” we intend to strengthen profits while reducing

risks by making full use of our expertise in the following

areas: 1) raising funds to invest in securitization markets

of real estate and other assets, sales of securitized prod-

ucts for investors; and 2) various securitized equity or

credit investments in our own account.

In real estate related business, we intend to increase

our profits further by stepping up our brokerage opera-

tions through alliances with financial institutions and

real estate developers, beefing up consultation services,

and pursuing full fledged development of private offer-

ing funds of real estate investment managed by our

group company.

• Alliance Strategy

In addition to pursuing growth, we are reinforcing

our alliance strategy with the aim of strengthening our

business base as well as expanding our customer base,

thereby improving the earning capacity of the Sumitomo

Trust & Banking Group as a whole. In fiscal year 2005,

we pursued the following M&As or alliances: 1) consoli-

dation of Sumishin Matsushita Financial Services Co.,

Ltd.; 2) entering into business and forming a capital

alliance with Financial Risk Management group, one of

the leading hedge fund management companies based in

the United Kingdom; 3) acquisition of First Credit

Corporation; 4) announcement of the joint establishment

of a new Internet-based bank together with a business and

capital alliance with the SBI Group; 5) listing of a real
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estate investment trust (J-REIT) with Top REIT Asset

Management Co., Ltd., a joint venture with Nippon Steel

City Produce, Inc., and Oji Real Estate Co., Ltd., and 6)

entering into a business and capital alliance with The

Yachiyo Bank, Ltd. Going forward, we will focus on pur-

suing full scale cooperation in activities carried out jointly

with our business and capital alliance partners and on

generating synergistic effects between these partners and

companies within the Group. We will also continue to

seek other opportunities to expand our base.

• Management System Reform

In fiscal year 2005, we established an office to make

and monitor consolidated business strategy and risk

management. In the current fiscal year, we have partially

reviewed our business system, merged the Retail

Financial Services Group and Wholesale Financial

Services Group into the Wholesale and Retail Client

Services Group, and reorganized our preexisting five

business departments into one division and three busi-

ness groups. In addition, we are working hard in areas

such as the reinforcement of the Wholesale and Retail

Client Services Division’s compliance system, the expan-

sion of the system for protecting the personal

information of customers, and improved customer satis-

faction, and the review of the Operational Risk

Management Committee’s operations, etc. Furthermore,

we are complying with newly introduced risk manage-

ment schemes such as the new capital adequacy

requirements (Basel II), the revision of the Securities

Exchange law (the implementation of the Japanese ver-

sion of SOX , etc.),  while also focusing on the

completion and strengthening of our consolidated-

based compliance and risk management system.  

• In Conclusion

We will realize continuous growth by working

proactively to maintain the company’s financial sound-

ness. This will be achieved by accelerating growth of our

existing businesses, extensively expanding the customer

base and business base, and making efficient use of capi-

tal. These undertakings will be supported by our

decision to place priority on stepping up our compli-

ance/risk management system.

The starting point of all our activities aimed at real-

izing the above is our deep commitment to “place the

customer first”. We will make further efforts to propose

an optimized solution plan to become a true partner and

thereby meet the needs of each and every one of our cus-

tomers. 

Our goal for fiscal year 2006 is to reach ¥200 billion

in consolidated net business profit before credit costs

and ¥105 billion in consolidated net income. Also, we

set the mid-term target for the payout ratio at 30%, up

from the previous target of 20%. As for fiscal year 2006,

we plan to pay a dividend per share of 15 yen, represent-

ing a payout ratio of 24%.

Yutaka Morita   President and CEO




