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Hitoshi Tsunekage President and CEO

In fiscal year 2008, the business environment sur-
rounding the Sumitomo Trust Group was very difficult
because of the impact of the global financial crisis and
recession. In this environment, although our consoli-
dated net business profit before credit costs
increased,  consolidated net income declined signifi-
cantly as a result of an increase in total substantial
credit costs and impairment losses arising from stock
price declines.

We recognize that the global financial crisis and

recession have created a New Paradigm in which we
must break away from our once-accepted values and
principles of conduct. As the New Paradigm provides
us with an opportunity to make use of our  advantage
of combined banking, trust and real estate operations,
we will conduct our business with stronger confidence.

Income Decreased Because of Increased Total
Credit Costs and Stock Impairment Losses

Consolidated net business profit before credit costs in fis-
cal year 2008 grew by 24.2 billion yen year-on-year to 241.1
billion yen as a significant increase in market-related profit,
including net gains on bonds, more than offset a decline in
net fees and commissions attributable to drops in mutual fund
sales and real estate brokerage deals.

However, total substantial credit costs increased by 86.5
billion yen to 170 billion yen as a result of impairment losses
of 57.4 billion yen related to overseas asset-backed securities,
the reclassification of borrowers due to the rapid deterioration
of Japanese companies’ earnings, and an increase of allowance
for loan losses resulting from a complete reevaluation of col-
lateral related to real-estate secured loans.

Consolidated ordinary profit declined by 29.6 billion yen to
107.3 billion yen because of the steep increase in total substan-
tial credit costs and impairment losses  (losses of 36.5 billion yen
on domestic stock holdings) arising from stock price declines.

Consolidated net income, which also reflected gains on
securities contributed to employee retirement benefit trust,
dropped by 74.3 billion yen to 7.9 billion yen, and net
income per share came to 4.74 yen.

• Changes in Consolidated Net Business Profit before
   Credit Costs (by business)
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and pension-related problems. Consequently, clients’ needs
have ceased to be linear and have taken on an increasingly
complex and diverse nature.

In the New Paradigm, we will not be able to meet clients’
complex and diversified needs by merely providing conven-
tional services. It is essential that by reviewing our once-
accepted values and principles of conduct, we transform
ourselves so as to provide comprehensive solutions that satisfy
clients’ needs more precisely and quickly than ever before.

Based on this recognition, Sumitomo Trust has launched
the New Midterm Management Plan before completing the
previous Midterm Management Plan that started in April 2008.
While there is no change in our aim to become an asset man-
agement-oriented financial intermediary model promised under
the previous plan, we have identified the challenges that we face
at the moment and formulated new business strategies aimed at
enabling Sumitomo Trust to break through the New Paradigm. 

New Midterm Management Plan

The New Midterm Management Plan aims to provide
comprehensive solutions to satisfy the increasingly complex
needs of clients who face a variety of challenges in the New
Paradigm which is filled with difficulties and uncertainties, by
taking advantage of our diverse range of functions to the max-
imum extent. 

The New Midterm Management plan has the following
four objectives.:

1. Securing a higher level of financial soundness
Based on the lessons learned from the series of failures of

major financial institutions, banks are now required to have a
higher level of financial soundness than before. While we are
confident of having one of the strongest financial foundations
among Japanese banks, we need to achieve a higher level of
financial soundness in order to weather the New Paradigm by
pursuing both offensive and defensive strategies.

2. Expanding market shares of 
targeted businesses and developing new markets

We will expand our market shares of targeted businesses,
mainly those related to trust and property management by
strengthening our capability to provide “comprehensive solu-
tions” that make the most of our advantage of combined bank-
ing, trust and real estate operations and redefine global
strategies focused on the uniqueness of the trust business.

Dividend Decreased to 10 Yen Per Share

Sumitomo Trust, which has a basic policy of returning
profits to shareholders according to business performance,
regards the return of profits as an important management pol-
icy and intends to satisfy our shareholders’ expectations in this
regard at the same time as we seek to increase our corporate
value through strategic investments leading to future growth.

While our profits declined significantly in fiscal year
2008, we have decided to pay an annual dividend of 10 yen
per share, including a term-end dividend of 1.5 yen, after tak-
ing into consideration the factors behind the profit decline
and the medium-term business prospects based on the above-
mentioned dividend policy. Under the New Midterm
Management Plan, we will continue to aim for a consolidated
dividend payout ratio of around 30%. Due to the profit
decline, the consolidated dividend payout ratio in fiscal 2008
rose to 210.7%.

“New Strategies” for the “New Paradigm”

The environment surrounding the financial industry has
changed drastically as a result of the recent global financial cri-
sis, which is said to be the greatest crisis since World War II
or once in a century. We recognize that we are confronted
with a New Paradigm in which conventional wisdom does not
apply, rather than a temporary set back where the situation
would disappear by waiting it out. A variety of problems and
issues have come to the fore suddenly, with corporate clients
facing the need to raise funds and rebuild financial strategies
and retail clients experiencing poor investment performance
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To achieve the abovementioned objectives, we will imple-
ment the following six strategies under the New Midterm
Management Plan.

Strategy I: Reducing Financial Risk
We will achieve a consolidated BIS capital adequacy ratio

of 12% and a consolidated Tier I capital ratio of 8% as target-
ed under the New Midterm Management Plan as soon as pos-
sible. In addition, we will reduce shareholding risk and
overseas assets and reduce credit concentration risk.

3. Enhancing the foundation of our earnings
We will strive to improve our earnings and limit down-

side risk by restructuring the credit portfolio, which is the core
of the banking business and the foundation of our earnings, as
well as by strengthening the basis of fee revenues that do not
use balance sheet through an expansion of our market share in
the trust and property management businesses.

4. Establishing Sumitomo Trust’s position as the 
“Standard-bearer of Trust” and the 
“No. 1 Trust Bank”

We will do our utmost to strengthen the trust business
and nurture next generation growth businesses so that we can
put ourselves on the path of a more long-term growth.

As for the numerical targets under the new Midterm
Management Plan, in fiscal 2011, we aim to achieve a consoli-
dated BIS capital adequacy ratio of 12% or higher, a consoli-
dated Tier I capital ratio of 8% or higher, a consolidated ROE
on shareholders’ equity of 7% to 9% (consolidated ROE on
total net assets of 8% to 10%), a consolidated net business
profit before credit costs of 200 to 220 billion yen and a con-
solidated net income of 80 to 100 billion yen.

• Reduction of Shareholding Risk
We aim to lower the ratio of the book value of our share-

holdings to the Tier I capital amount, which stood at 40% as
of the end of March 2009, to 30% in the medium term by
selling shares and taking hedging measures.

• Reduction of Overseas Credit Investments
We will cut the balance of overseas credit investments,

which stood at 1.01 trillion yen as of the end of March 2009,
by 40%, by reducing 300 billion yen through redemptions
and 100 billion yen through sales.

• Reduction of Credit Concentration Risk
We will strengthen management of the ceilings on the

provision of credit on a net exposure* basis and risk control
with regard to each borrower.
*Net exposure: Exposure after the deduction of the secured amount (an amount cov-
ered by collateral, guarantee, provisions, etc.)

Strategy II: Strengthening the Credit Risk
Management Framework

We are enhancing the decision-making process concerning
the provision of credit, including a revision of the internal rat-
ing management, in addition to strengthening the screening
system by establishing the Credit Risk Management Group.

Moreover, we established the Credit Investment
Committee under the Credit Risk Committee in order to
strengthen our analysis and risk control concerning credit
investments. We are also striving to strengthen the overall risk
management framework concerning credit investments by
starting the measurement of price fluctuation risk involved in
credit investments based on the expertise provided by an
external expert organization and by rebuilding the framework
for reviewing capital adequacy.

Strategy III: Strengthening the Capability to 
Provide “Comprehensive Solutions”

We will provide consulting services that resolve clients’
problems in a comprehensive manner by fully exercising the
following Five Major Functions, which are our business oper-
ations classified from the standpoint of clients. This will
enable us to maintain the sustainable growth that is resilient
to downside risk by steadily expanding our client base and
market share. 

To that end, we have abolished the divisional manage-
ment system, and we are strengthening the framework for
providing services and products that cut across the boundaries
of business segments.

Consolidated BIS Capital Adequacy Ratio: 12% or higher

Consolidated Tier I Capital Ratio: 8% or higher

Consolidated ROE on 

Shareholders’ Equity*: 7% to 9%

(Consolidated ROE on Total Net Assets): (8% to 10%)

Consolidated Net Business Profit 

before Credit Costs: 200 billion to 220 billion yen

Consolidated Net Income: 80 billion to 100 billion yen
*After excluding the effects of short-term extraordinary items (volatility), i.e., 
revaluation reserves.
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Strategy V: Restructuring the Credit Portfolio
The credit portfolio is the core of the banking business

and the foundation of our earnings. We will strive to improve
our earnings in the banking business and limit downside risk
by restructuring our credit portfolio as we shift from market-
based loans to bilateral corporate loans and individual loans.

To be more specific, over the coming three years, we plan
to expand bilateral corporate loans, including those to
Japanese companies operating abroad, by around 600 billion
yen and individual loans by around 500 billion yen while
reducing market-based loans by around 500 billion yen.

In bilateral corporate loans, we will seek to improve earn-
ings by exercising the four functions of the trust and property
management businesses through continued reallocation of
loans between different industrial sectors.

Strategy VI: Establishing Sumitomo Trust’s Position
as the Standard-bearer of Trust and 
the No. 1 Trust Bank

In order to establish our position as the “Standard-bearer
of Trust” and the “No. 1 Trust Bank,” it is essential for us to
provide “comprehensive solutions” centering on new trust
products and nurture future growth businesses.

To this end, we intend to exercise the Five Major
Functions, particularly, the four major functions of the trust
and property management businesses, to the maximum possi-
ble extent, in anticipation of clients’ new needs that are arising
in the New Paradigm. The envisioned themes of new trust
products include the aging of society, property custody and
management, the environment and Asia. We will develop new
trust products along these themes by exercising the four major
functions of the trust and property management businesses
individually or in combination.

We will establish our position as the “Standard-bearer of
Trust” and the “No. 1 Trust Bank” in the Japanese financial
industry by nurturing new next generation growth businesses
centering on the trust business.

Strategy IV: Redefining Global Strategies
By positioning overseas business establishments as compa-

ny-wide common platforms for exercising the Five Major
Functions to the maximum possible extent, we will redefine
global strategies so as to reflect the New Paradigm. 

The main strategies are (1) reducing overseas credit
investments, (2) strengthening marketing activity targeted at
Japanese companies operating abroad, (3) identifying foreign
investors’ needs for investment in Japanese stocks and real
estate and (4) strengthening the investment capability so as to
meet the growing needs for investment in Asian stocks. In line
with these strategies, we will dramatically revise the allocation
of business resources.

Sumitomo Trust’s Five Major Functions
Investment Marketing

We provide services, such as sales of investment products and
investment consulting, to meet the asset management and custody
needs of both individual and corporate clients.

Asset Management and Pensions
In addition to composing and managing investment products

according to clients’ needs, we provide various services, such as asset
management, custody and actuarial services, to pension funds.

Asset Brokerage
Regarding clients’ requirements, such as asset restructuring, lia-

bility reduction or business reorganization, our services include real
estate brokerage, liquidation and securitization of real estate, mone-
tary claims and movable assets, and M&A mediation.

Securities Processing and Agency Operations
We provide such services as securities processing, stock transfer

agency, overseas custody, will trusts and estate settlement.

Banking Business
We provide all services related to deposits, loans, cash transfers,

and so on.

CEO Message To Our Shareholders, Clients and Employees
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(Consolidated)
Net Business Profits before Credit Costs ............................................................................................
Ordinary Profit ..................................................................................................................................
Net Income ........................................................................................................................................
Dividend per Common Stock (Yen) ...................................................................................................
Consolidated Dividend Payout Ratio (%) ..........................................................................................

(Non-consolidated)
Net Business Profits before Credit Costs ............................................................................................
Total Credit Costs ..............................................................................................................................
Other Non-recurring Profit ................................................................................................................
Ordinary Profit ..................................................................................................................................
Net Income ........................................................................................................................................

(Total Substantial Credit Costs)
Consolidated ......................................................................................................................................

Non-consolidated ...........................................................................................................................
Domestic ....................................................................................................................................
International ..............................................................................................................................

Group Companies ..........................................................................................................................

Millions of Yen (Unless specified otherwise)

FY2009
forecast (A)

FY2008
actual (B)

Change
(A) - (B)

175.0
85.0
45.0
10.00
37.2%

145.0
(50.0)
(30.0)
65.0
40.0

(80.0)
(70.0)
(50.0)
(20.0)
(10.0)

241.1
29.6

7.9
10.00

210.7%

201.0
(54.9)

(107.1)
37.9
38.9

(170.0)
(121.3)

(48.1)
(73.1)
(48.7)

(66.1)
55.3
37.0

—
(173.5%)

(56.0)
4.9

77.1
27.0

1.0

90.0
51.3
(1.8)
53.1
38.7

Note: Forecast is subject to change.

• Forecast for FY2009

Recovery in Income is Projected for 
Fiscal Year 2009

For fiscal year 2009, we project net business profit before
credit costs of 145 billion yen on a non-consolidated basis and
175 billion yen on a consolidated basis, assuming that revenues
of the Global Markets Business will return to the normalized lev-
els and that fee revenues related to the Retail Financial Services
Business and the Real Estate Business will recover somewhat.

On a non-consolidated basis, we project a net income of
40 billion yen, as we expect to incur non-consolidated total

credit costs of 50 billion yen, almost unchanged from fiscal
2008, and additional costs of 20 billion yen in relation to risk
reduction measures concerning overseas credit investments.

On a consolidated basis, we project a net income of 45
billion yen, assuming total substantial credit costs totaling 80
billion yen, including the cost of removing assets from the bal-
ance sheet of First Credit Corporation.

Based on the above earnings estimates, we plan to pay a
dividend of 10 yen per share, the same as in fiscal year 2008,
in accordance with our dividend policy of aiming for a consol-
idated dividend payout ratio of around 30%.

Return to the Roots of the Philosophy of 
“Trust” and the “Trustee Spirit”

The financial business model that worshipped only the
bottom-line has collapsed as a result of the global financial cri-
sis, and we feel it is imperative to return to the basics of the
financial business: providing services based on relationships of
trust with clients.

In short, what is needed now is “true client-oriented serv-
ice” that always provides solutions from the standpoint of
clients in accordance with the philosophy of “trust,” embod-
ied by the provision of services based on “supreme faith and
sincerity,” and the “trustee spirit” that the Sumitomo Trust
Group has cultivated since its foundation. We are increasingly
confident that now is the time for the Sumitomo Trust Group

to fulfill its social mission.
We intend to break through the New Paradigm by gaining

increased trust and support of clients through the timely provi-
sion of “comprehensive solutions” based on our “Trustee-ness”
and “STB-ness” spirit, while we take advantage of the group’s
diverse functions under our business model of combined bank-
ing, trust and real estate operations to the fullest extent.

I appreciate your continued, kind support.
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