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Toward
the Next Stage
of Growth

As a financial group hinging on The Chuo Mitsui Trust and Banking Company, Limited
(“Chuo Mitsui”), and Mitsui Asset Trust and Banking Company, Limited (“Mitsui
Asset”), Mitsui Trust Financial Group boasts high-level know-how and specialization,
substantiated by its ability to produce the industry’s top results, and strives to raise
the bar still higher. The Group also seeks to provide the best solutions possible—
solutions unrivaled by any other financial group in the industry.

Retail
Business

(Sales of Investment
Trusts and Variable
Annuities)

Balance of | t trust sales

¥506 billion

Balance of variable annuity sales

¥203 .3 billion

Top-tier among domestic banks

With an expanding
selection of high-quality
products and services,
we will continue to meet
the needs of our clients
as a financial institution
hoasting the domestic
industry’s top position in
investment trust and
variable annuity sales.

o

Banking
Business

billion
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extending
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Net increase in real estate assetifinance o

¥359.2 viliion

New record

Chuo Mitsui is working to cement
its position as a key player in the
industry with top-class results
underpinne eful efforts
utilizing how.

Stock Transfer

Agency Services

No. 1/ f

We energeticallyprovide
practical legal advice, -
suggestions for taking general
shareholders’ meetings online
and support for corporate
investor relations activities.

Real Estate
Operations

contracts
iscal 2003

¥4 billion
cord
~~We are reinforcing our function as
a provider of corporate financing
solutions while developing and
extending real estate funds matched
to the investment needs of our clients.

New Business
Opportunities

Dra
experie
' Chuo Mitsui actively pursues
profit opportunities, such as
alternative investments,
business matching and
non-performing loan __.i'
business. P

¥’

Pooling gro-upwide capabilities to promote
the next stage of growth
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Consolidated Financial Highlights

=3 Millions of
8 Years ended March 31, 2004 and 2003 Billions of yen U.S. dollars (Note)
) 2004 2003 2004
o
,‘g For the year
3 Total income ¥ 5539 ¥ 5066 $ 52433
.'; Interest income 158.8 163.0 1,503.5
"é Trust fees 84.2 100.6 797.0
Fees and commissions 73.2 56.3 693.6
Total expenses 426.7 546.3 4,039.1
Interest expense 52.2 65.4 494.5
General and administrative expenses 138.5 159.5 1,311.7
Income (loss) before income taxes and minority interests 127.2 (39.6) 1,204.1
Net income (loss) 50.7 96.7) 480.7
At year-end
Total shareholders’ equity ¥ 4633 ¥ 2516 $ 43853
. Total assets 12,753.7 12,478.0 120,717.0
é’ Loans and bills discounted 7,189.9 7,200.3 68,054.4
s Securities 3,585.9 32325 33,941.7
= Deposits 9,116.0 8,672.2 86,285.5
é Trust assets™ 35,498.5 36,503.9 336,001.0
% Capital adequacy ratio™” 10.14% 7.50%
(]
z
o
g Reference
° Gross operating profit (Gyomu sorieki)*** ¥ 3083 ¥ 3279 $ 291838
Gross operating profit before trust account write-offs*** 330.2 356.9 3,125.4
Operating expenses 138.5 159.5 1,311.7
Net operating profit (Gyomu juneki)*** 169.7 171.3 1,607.0
Net operating profit before trust account write-offs*** 191.6 200.4 1,813.6
Pre-provision profit*** 191.6 197.4 1,813.6
Credit costs 61.3 124.7 580.9
Net income (loss) 50.7 (96.7) 480.7

Note: U.S. dollar amounts stated in this annual report are translated solely for convenience at ¥105.65=US$1, the rate prevailing on March 31, 2004.
* Figures are combined totals from The Chuo Mitsui Trust and Banking Company, Limited, and Mitsui Asset Trust and Banking Company, Limited.
** Capital adequacy ratio is presented in accordance with the domestic standard set forth in the Banking Law of Japan.
##% These terms are defined on page 48 in the Financial Section.



Mitsui Trust Holdings

A Message from the President

Operating Environment

The consolidated fiscal year ended March 31, 2004—

fiscal 2003—was characterized by a generally positive
mood not only in Japan but also overseas.

On the international economic front, business condi-
tions in the United States returned to recovery mode,
jumpstarted by lower taxes and other government mea-
sures. The stronger U.S. economy had an encouraging
effect on the European economy, which displayed signs
of improvement in the second half of the fiscal year. A
revitalizing atmosphere also permeated Asia, particularly
the People’s Republic of China, despite initial concern
over the impact of severe acute respiratory syndrome
(SARS) on economic growth.

At home, the rosy tones of gradual recovery that tinged
business conditions in fiscal 2002 deepened in fiscal
2003. Exports were up, paralleling the positive economic
environment overseas. The trend toward better corporate
results became especially evident in the second half of
the term, with signs of an increase in capital investment.

Meanwhile, household purse strings, drawn tight for so

long, finally loosened, leading to a rise in consumer
spending.

In the domestic finance industry, short-term interest
rates remained low, mirroring the Bank of Japan’s persis-
tent efforts to quantitatively relax financial restrictions.
Long-term interest rates inched up, along with better
business conditions, after tumbling into the 0.4% range
in June 2003, and were back at around 1.4% by the end
of March 2004. The Nikkei Stock Average marked its
lowest point since the collapse of Japan’s economic
bubble with a level of 7,700 in April 2003, but
rebounded during the term and ended above 11,700 at
the end of the period. In the foreign exchange market,
the yen hovered in the 110 range against the U.S. dollar
in the first half of fiscal 2003 but began to appreciate in
the second half, settling around 105 as of March 2004.

Fiscal 2003 Consolidated Performance

Trust banks use pre-provision profit (also known as
effective net operating profit, or net operating profit
before trust account write-offs and transfer to the general
reserve for possible loan losses) as an indicator of profit-
ability in core operations. In fiscal 2003, Mitsui Trust
Holdings’ pre-provision profit amounted to ¥191.6 bil-
lion. This reflected the unfavorable impact of a year-on-
year decrease in gross operating profit (gyomu sorieki),
owing to such factors as a drop in lending caused prima-
rily by lackluster demand from businesses for funds,
against the favorable impact of cost-cutting benefits
derived through ongoing restructuring efforts.

Credit costs—the combined total of non-performing
asset write-offs in the banking and trust accounts as well
as transfer to the general reserve for possible loan
losses—retreated 50.8% from fiscal 2002, to ¥61.3 bil-
lion. This was the fifth consecutive year of lower credit
costs.

Mitsui Trust Holdings recorded ¥13.6 billion in net

stock-related profit. Two factors contributed to this

dnoJl9 [eldueuld 3snaL INSHA

JuapISald a8y} woly abessa v



Q
=3
2
(O]
g
o
=
]
=
L
=
%]
=}
=
=t
=5
12}
=
=

A Message from the President

achievement: the Company’s steadfast commitment to
squeeze the stock portfolio and a rally in stock prices.

Still striving to ensure a healthier financial position,
the Company again booked a conservative amount of
deferred tax assets.

These developments underpinned net income of ¥50.7
billion, a striking reversal from the net loss of ¥96.7 bil-
lion registered in fiscal 2002. Mitsui Trust Holdings was
thus able to resume dividends of ¥2.50 per share for
shareholders of common stock.

The consolidated capital adequacy ratio reached
10.14%, a 2.64 percentage-point jump from 7.50% a year
earlier, thanks to the elimination of evaluation losses—

unrealized losses—on available-for-sale securities held.

Management Vision
Mitsui Trust Financial Group’s management vision

highlights two strategies:

@ To raise the level of specialization and know-how
unique to a financial group that hinges on two distin-
guished trust banks, and thereby provide clients with
the best solutions to their financial requirements.

® To improve shareholder value by promoting creative
business opportunities across the broad spectrum of

activities performed by trust banks.

With this groupwide vision as its guide, Mitsui Trust
Financial Group will aspire to meet clients’ expectations
with efficient and highly transparent management while
working to contribute widely to society.

We aim to preserve management clarity and integrity
and ensure administrative activities are performed in a
reliable and appropriate manner. This perspective perme-
ates efforts to define the authority granted to staff and
directors, including the executive team, along with their
associated responsibilities. It also provides the basis for

cementing cross-check capabilities.

In addition, we seek to respond swiftly to changes in
the business environment. To fulfill this goal, we are

building an efficient organizational structure.

Business Strategies

An attitude shared throughout Mitsui Trust Financial
Group stresses quality and speed in addressing clients’
needs, and strength and stability in reinforcing the cor-
porate foundation. This attitude underpins the develop-
ment of business strategies geared toward realizing
higher-quality products and services and improved
operating efficiency.

We also take a wide view of the distribution of man-
agement resources to give each business unit the right
allocation of available resources and maximize overall
profitability.

The basic direction of business strategies at the
two banks under Mitsui Trust Holdings’ authority is

presented below.

In the area of individual services, Chuo Mitsui provides
one-stop access to high-quality products and services
through consultations matched to clients” individual
needs. This includes asset formation, administration and
management of financial assets, and matters related to
succession.

In corporate services, Chuo Mitsui promotes proposal-
style activities that combine wide-ranging knowledge
and specialization accumulated over many years in the
trust-banking business. The Bank energetically offers
products and services that support the administrative

and financial strategies of clients.

Mitsui Asset
As a trust bank specializing in pension trust and securi-
ties trust businesses, Mitsui Asset draws on sophisticated

know-how in trust asset management and administration



to create the ideal combination of leading-edge
services to perfectly address the different kinds of
requests received from clients.

In asset administration, the Bank relies on Japan
Trustee Services Bank, Ltd., which affords greater

efficiency in these services through economies of scale.

Management Objectives

Enhancing Profitability

Mitsui Trust Financial Group has made enhancing
profitability its highest priority and draws on available
capabilities to achieve this goal.

To expand gross operating profit, we direct our
activities toward reinforcing loan-related profits through
recomposition of our lending portfolio and raising fee-
based income on asset management services. We are also
aggressively pursuing revenue opportunities presented
through participation in new businesses and will revamp
the profit structure accordingly.

At the same time, we are concentrating on restructur-
ing to elicit greater efficiency in administrative tasks and

ensure low-cost operations.

Stronger Financial Footing

Mitsui Trust Financial Group recognizes that a higher
level of trust from clients and the market as a whole
depends on solid steps forward in writing off non-
performing assets and squeezing the stock portfolio.

We are tackling the issue of non-performing assets
with scheduled processing, which is guided by a
groupwide desire to secure healthy assets. As a result, the
balance of non-performing assets and the ratio of non-
performing assets to total assets, including normal
claims, disclosed under the Financial Revitalization Law,
have fallen dramatically.

On the issue of streamlining the stock portfolio,

we have taken several approaches, including stock-

purchasing programs maintained by the Banks’ Share-
holdings Purchase Corporation as well as the Bank of
Japan, to trim our portfolio and minimize the risk of
fluctuating prices on stocks. In addition, in September
2003 Chuo Mitsui established CMTB Equity Investments
Company, Limited, to undertake intensive, efficient
administration of the Group’s stockholdings.

We will continue to write-off non-performing assets
and squeeze our stock portfolio to strengthen our

financial footing.

In Closing
Amid signs of gradual improvement in the Japanese
economy, the operating environment for Mitsui Trust
Financial Group is characterized by increasingly intense
competition among financial institutions. To overcome
prevailing challenges, we will strive to make the most of
high-level expertise, develop innovative activities in a
wide range of business domains and work diligently
toward higher overall profitability.

We will endeavor to build closer ties with clients
and shareholders. On behalf of the Board, I ask for
the continued support and encouragement of clients,
shareholders and business partners as we strive to meet

our collective goals.

August 2004

Wiihne Faandama

Kiichiro Furusawa

Chairman and President
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Mitsui Trust Financial Group

Fiscal 2003 Summary

Fiscal 2003 Summary

*Pre-provision profit held steady in the ¥190 billion range.

« Positive developments, primarily lower credit costs, helped the Group post net income,

reversing its three-year net loss position.

e Mitsui Trust Holdings resumed payment of dividends on common stock at ¥2.50 per

share for the year.

e The consolidated capital adequacy ratio showed a year-on-year improvement of

2.64 percentage points, to ¥10.14%.

Gross Operating Profit*

(Billions of yen)

SO0 355.4 353.7 356.9
- : 3435 : 330.2
300
200
100
0
2000 2001 2002 2003 2004

(Years ended March 31)

*Before trust account write-offs
These terms are defined on page 48 in the Financial Section.

Pre-Provision Profit and Credit Costs
[ Pre-provision profit [ Credit costs

(Billions of yen)

260 250.0
B =z 167.4 0% 1705 170.4 ' ‘=
130 124.7
65 61.3
0
2000 2001 2002 2003 2004
(Years ended March 31)
Capital Adequacy Ratio
(Billions of yen, %)
2002 2003 2004
Net worth 1,076.8 689.1 944.4
Basic items (Tier I) 547.8 344.9 559.1
Net unrealized losses on
available-for-sale securities — 143.9 —
Supplementary items (Tier Il) 531.4 344.9 386.3
Deductions 2.4 0.7 1.0
Risk assets 10,161.1  9,179.0 9,307.3
Capital adequacy ratio (%) 10.59 7.50 10.14

Note: Figures are from Mitsui Trust Holdings on a consolidated basis. (As of March 31)

Operating Expenses

(Billions of yen)
0 104. 186.3
172.9
155
150 138.5
100
50
0
2000 2001 2002 2003 2004

(Years ended March 31)

Recurring Profit and Net Income (Loss)
I Recurring profitCFENE Net income (loss)

(Billions of yen)

400
200 155.3
Es 54.1 105'3507
0 P Wamo - £
anill
(96.7)
-200
(277.9)
-400 (330.0)
2000 2001 2002 2003 2004

(Years ended March 31)

Notes: 1. Figures for 2002, 2003 and 2004 are from Mitsui Trust Holdings.

2. Figures for 2001 are from Chuo Mitsui.
3. Figures for 2000 are combined totals from the former Chuo Trust and Banking
Company, Limited, and The Mitsui Trust and Banking Company, Limited.



Enhanced Profitability

Mitsui Trust Financial Group has made enhanced profitability its most important
management priority. The two keys that will unlock the door to enhanced profitability
are recomposition of the revenue structure and a low-cost operating structure. These
keys are described below.

Management Objectives

Recomposition of Higher gross
the revenue structure ~ operating profit

Enhanced profitability

Low-cost Thoroughly
operating structure =  efficient operations

Recomposition of the Revenue Structure

The Group will enhance profitability by raising the contribution from such business
areas as loans to individuals and real estate non-recourse loans, sales of investment
trusts and variable annuities, and asset management business (stock transfer agency
services, real estate operations, pension trust business and securities trust business),

to more than half of total gross operating profit.
(Years ended March 31)

[ 2003 (Actual) | | 2004 (Actual) | | 2007 (Planned) |
40«
Conventional banking 57 %
business* 634
Corporate loans and
bond investment (of gross
operating profit) o
Alternative investments %
Loans to individuals 7] . 1 % 22 %
Real estate — O %
non-recourse loans _| 14 .,
| 13 6% | /60%
Asset management business | | 5 )
Investment trust sales — 2 % Yo 43 %
Variable annuity sales 37 %
23 28 %

real estate, pension trusts,
securities trusts

Stock transfer agency, } 22 %

*Financial intermediary business from household to corporate sector and bond investment
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Mitsui Trust Financial Group

Enhanced Profitability

Banking Business

Chuo Mitsui seeks to build a highly profitable loan portfolio by expanding loans to individuals and strengthening
real estate non-recourse loans.

Loans to Individuals, Real Estate Non-Recourse Loans to Comprise
Half of Loan Assets in Three Years

Recomposition of the Loan Portfolio

Percentage of loans to companies and others
Percentage of loans to individuals
Percentage of real estate non-recourse loans

(%)
100 —

75 —
50 —

25 —

50%

1995 1998 2001 2004 2007 (planned)

(As of March 31)

Note: Figures before March 31, 2000, are the combined totals from the former Chuo Trust and Banking Company, Limited, and the former
Mitsui Trust and Banking Company, Limited.

Specific Objectives

Loans to individuals developers, including business partners, by reinforcing
Chuo Mitsui will concentrate on improving market- activities geared toward new development-style schemes
ability, with a focus on housing loans, and develop new and mezzanine financing®, and thereby raise the ratio of
products, as we aim to grow our market share. real estate non-recourse loans in the loan portfolio.

Real estate asset finance *Mezzanine Financing

Demand for funds remains robust against a backdrop Mezzanine financing refers to the portion of a loan that is

subordinate to other portions when a loan is divided into sev-
eral stages, according to priority, such as repayment.

highlighted by a widening real estate fund market. Chuo
Mitsui will respond to the varied needs of investors and

Balance of Loans to Individuals Balance of Real Estate Asset Finance

Balance of loans to individuals [Before securitization]
Housing loans

(Billions of yen) (Billions of yen)
Sl 2,712.2 2,550.4 1,000
23301 2,534.7 [After securitization] 823.2
27285 o -
2,250 2,055.8 750
1,784.4 1,894.0
1,500 131741 1,517.9 [After securitization] 500 464.0
352.0
750 250 204.2 I
0 0 .
2001 2002 2003 2004 2001 2002 2003 2004
(As of March 31) (As of March 31)

Note: On an internal accounting basis



Asset Management Business

’ Investment Trust Sales, Variable Annuity Sales

|

Chuo Mitsui will promote sales of investment trusts and variable annuities through precise consultations and new

products geared to clients’ needs.

Specific Objectives

Rich product lineup

Chuo Mitsui will put together a rich assortment of products
that facilitate presentations matched to the wide-ranging needs
and life plans of clients. This includes the timely introduction
of new funds utilizing real estate investment trusts (REITs).
High-quality consultations

Chuo Mitsui is concentrating on the provision of high-value-
added information and consultations fine-tuned to the needs

Balance of Investment Trust Sales

Total
Excluding money management fund (MMF)

(gillions of yen) Exceeded ¥500 billion

506.6,55
450 380.5 394.4 B s
330.9
300
108.6

150

0

2001 2002 2003 2004

(As of March 31)
Note: On a market price basis

of clients through various activities, including timely
seminars, such as information meetings on fund manage-
ment conditions related to our primary products.

Better sales channels

Chuo Mitsui is working to diversify our sales channels
by augmenting the regular branch network with client
access at Consulplaza locations and through Internet
banking and telephone banking.

Balance of Variable Annuity Sales

(Billions of yen)

Exceeded ¥200 billion
240

203.3
180

120

60
27.1

0 |
2003 2004
(As of March 31)

Note: On a market price basis

Stock Transfer Agency Services

As the leading stock transfer agent in Japan, with the industry’s largest scale—874 listed companies and more than
11 million shareholders under administration as of March 31, 2004—Chuo Mitsui aims to strengthen profitability by
polishing existing capabilities in the forte field of consultations and by providing value-added services.

Specific Objectives

Legal services

Through specialized staff with years of experience,

Chuo Mitsui offers practical legal services that address
legislative and structural amendments.

Shareholder services

Chuo Mitsui extends services for electronic general share-
holders’ meetings, which enable shareholders to exercise
their voting rights online.

Corporate investor relations services

Chuo Mitsui provides services that facilitate corporate
investor relations activities, such as domestic and foreign
shareholder surveys.

Chuo Mitsui’s Share Among Trust Banks

Chuo Mitsui
Other trust banks

Shareholders
under
administration

compenes I
companies

| | | | J
20 40 60 80 1007 %0

@

(As of March 31, 2004)

Real Estate Operations

Chuo Mitsui will buoy profitability by steadily capitalizing on expanded business opportunities stemming from
such structural changes in the real estate market as the formation and listing of REITs and private funds.

To help companies deal with new corporate accounting stan-
dards and other changes in the business environment, Chuo
Mitsui will reinforce the skills of its specialized staff to under-
pin further development of accurate, fine-tuned consulting
capabilities in such areas as securitization, real estate broker-
age, effective property utilization, management trusts, and
appraisals and evaluations.

In addition, with heightened demand for real estate invest-
ment products and services, particularly from institutional
investors, the Bank is also working to enhance its asset man-
agement function while energetically promoting sales of
product packages tailored to achieve client goals.

Balance of Securitized Real Estate

(Billions of yen)

1,600 1,485.4
1,200
1,008.6
800 704.2
499.3
400 l
0
2001 2002 2003 2004

(As of March 31)
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Enhanced Profitability

10

Pension Trust and Securities Trust Businesses Mitsui Asset

Mitsui Asset will expand profits by demonstrating to the fullest extent possible the advantage of the expertise
that underpins its asset management and consulting businesses and by energetically promoting high-value-

added products attuned to clients’ needs.

Mitsui Asset endeavors to augment traditional fund man-
agement products, such as stocks and bonds, that already
enjoy a high reputation, with alternative investments,
such as real estate-related products and hedge funds.

Balance of Pension Assets under Management

Total

Employee pension funds, tax-qualified pension funds, new defined benefit pension funds
(Billions of yen)
7,000 6,484.7 6,756.2

6,124.1 942926 086 8 667976 3385 6,417.7
5,250
3,500
1,750
0

2001 2002 2003 2004
(As of March 31)

In addition, the Bank plans to make the most of
progress in deregulation in 2004 to enter the field of
investment advisory services and is actively tackling
ways to attract new clients with such products as
investment trusts for individuals.

Defined Contribution Pension Plans (Asset Administration Business)

[ Balance under administration
—@— Number of participants

(Billions of yen) (Thousands of people)

160 300
270
120 2.0/. s a5
80 150
41.8
40 75
0 . 0
2003 2004

(As of March 31)

New Businesses

Mitsui Trust Financial Group will utilize its trust-banking know-how in such areas as alternative investments,
sophisticated, value-added corporate financing, business matching and non-performing loan business, and will
pursue every possible opportunity to derive profit from new businesses.

Alternative investments

Mitsui Asset is aggressively involved in alternative
investments from the objective of fund management
diversification, based on the prevailing trend toward
securitization of real estate, debt and other holdings.

In September 2003, the Bank established the Credit
Products Investment Department to spotlight investment
in securitized products and a range of funds. As a result,
the balance of alternative investments stood at about
¥350 billion as of March 31, 2004. Further efforts will be
directed toward risk control and fine-tuned responses to
various investment opportunities.

Sophisticated, high-value-added corporate financing
With subsidiary Chuo Mitsui Capital Co., Ltd., Chuo
Mitsui will secure profit opportunities through invest-
ment banking services in the field of private equity—
investment in promising unlisted companies—based on
corporate information, such as mergers and acquisitions.
In addition, the Bank will actively embrace other ser-
vices, including debtor-in-possession (DIP) financing,
which is connected to corporate revitalization.

Business matching

Through business matching, which provides management
advice and support to corporate clients, Chuo Mitsui will
act as the coordinator, introducing potential business
partners and markets to our clients to boost profits.

In addition, the Bank is energetically working to promote
ties with various companies to expand the channels han-
dling its products and services, and will seek new profit

Real estate non-recourse loans
(senior financing)

Diversification of
asset management:

Mezzanine financing
Equity investment

I Securitized debt productsl

Securitized products, credit derivatives,
asset-backed securities

Fund investments, such as non-performing
loans and corporate revitalization

Diversification of
asset management:

Corporate needs Services provided
Corporate alliances Advisory services
Business Arrangement services
reorganization Leveraged loans,
Restructuring mezzanine financing,
Corporate DIP financing
revitalization Corporate investments,

including ventures

Examples of business - Home construction and renovation
matching: Home security
Employee welfare system outsourcing
Earthquake-tolerance testing of structures

opportunities through the provision of testamentary-related
services, housing loans and other activities.



Non-performing loan business

In October 2003, Chuo Mitsui established CMTB Total
Servicing Co., Ltd., and implemented active development of
services, such as consulting and due diligence—surveys
related to debt collection under administration, debt
acquisition, and appropriate assessment of debt.

Low-Cost Operating Structure

Thorough restructuring

Group personnel

As of March 31, 2004, the Group employed 5,236 people,
down 785 from a year earlier. With this reduction, the
Group has reduced its staff about 33%, from 7,852
employees as of March 31, 2000, when restructuring
started in earnest. The goal is to reduce the number of
employees to 4,250 by March 31, 2007.

Personnel

(Number of people)

7,852
8,000 7,362

6,787
’\‘\\5,321\‘
6,000 5,236
e 2550 4500
w0 T [« LETTRS 0
' 4,250

2,000

2000 2002 2004 2005-2007

(Planned)
(As of March 31)

Note: Figure for 2000 is the combined total from Chuo Trust and Mitsui Trust. Figure
for 2001 is from Chuo Mitsui alone. Figures for 2002 and beyond are the
combined totals from Mitsui Trust Holdings, Chuo Mitsui and Mitsui Asset.

Operating expenses
Without revisiting previous practices, the
Group worked hard to shrink operating
expenses and was rewarded with a 14%, I
or ¥21.4 billion, cut over the year ended
March 31, 2003. This result brought
operating expenses to two thirds of the 200 —
amount—¥190 billion—posted in the year
ended March 31, 2000.

The overhead ratio—the ratio of operating 150 —
expenses to gross operating profit before
trust account write-offs—dropped 3 percent-
age points from the previous year, to 41%. 100
This marked a decrease of 13 percentage
points from the 54% recorded in the year
ended March 31, 2000. 50 —
Progress on groupwide project
As part of its ongoing commitment to
improving the efficiency of business
processes, the entire Group is pursuing the
goals of the Business Process Reengineering
Project, a radical reevaluation of existing
business processes.

In addition, the Bank seeks to secure a broad
assortment of profit opportunities deriving from
real estate brokerage services, real estate
securitization services and financing, such as
non-recourse loans.

Branch network

In its effort to create a more efficient branch network, Chuo
Mitsui has been consolidating locations. During the fiscal
year ended March 31, 2004, the Bank integrated four
branches, bringing the network to 68 branches at year-end,
compared with 166 branches as of March 31, 2000. With
the planned consolidation of three locations in the fiscal
year ending March 31, 2005, the network will reach a
streamlined 65 locations.

Branches
(Number of branches)
200 165
149

150 e

100 72 @ o5
............ .o

50
2000 2002 2004 2005
(Planned)

(As of March 31)

Note: Figure for 2000 is the combined total from Chuo Trust and Mitsui Trust. Figures
for 2001 and beyond are from Chuo Mitsui alone.

Operating Expenses and Overhead Ratio

Non-personnel expenses
Personnel expenses
—@— Overhead ratio
(Billions of yen)
190.0 — 60
17

(%)

2001 2002 2003 2004 2005

(Planned)

(Years ended March 31)

Note: Figure for 2000 is the combined total from Chuo Trust and Mitsui Trust. Figure for 2001 is from Chuo
Mitsui alone. Figures for 2002 and beyond are the combined totals from Chuo Mitsui and Mitsui Asset.
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Status of Non-Performing Asset Write-Offs

*Figures are on a non-consolidated basis

e Credit costs declined for the fifth consecutive year, to 32.2% of pre-provision profit.
* Non-performing assets based on the Financial Revitalization Law dropped for the second consecutive year, to

less than half the amount of two years ago.

e The non-performing assets ratio fell for the second consecutive year, settling into the 4 percentile range.
* The balance of “other” special mention loans under normal claims fell to nearly half the balance recorded a

year earlier.

Chuo Mitsui has made the resolution of non-performing
assets a management priority and is directing concerted
efforts toward this task. Thanks to the Bank’s ongoing
efforts to accelerate processing of these assets, credit
costs—the combined total of non-performing asset write-
offs in the banking and trust accounts as well as transfer
to the general reserve for possible loan losses—dropped
52.0% from fiscal 2002, to ¥58.3 billion in fiscal 2003.
This achievement led to a fifth consecutive year of lower
credit costs.

Pre-provision profit—derived by subtracting the com-
bined total of non-performing asset write-offs in the trust
account and transfer to the general reserve for possible
loan losses from net operating profit—reached ¥181.2
billion, of which credit costs for banks under the Mitsui
Trust Financial Group umbrella represented 32.2%.

Chuo Mitsui applied aggressive efforts to process non-
performing assets, in accordance with guidelines stated
in the Program for Financial Revival. This program,
announced by the Financial Services Agency in October
2002, seeks to encourage major financial institutions to
cut their respective non-performing assets ratios to about
half by fiscal 2004. As a result of Chuo Mitsui’s efforts,
the balance of non-performing assets based on the

Credit Costs* and Pre-Provision Profit

I credit costs
=—@— Pre-provision profit

*(Combined total of non-performing asset
write-offs in the banking and trust accounts
as well as transfer to the general reserve

(Billions of yen) for possible loan losses.)

600 540.5
450
300
1804 1680 189.3 181.2
150
0 |

1999 2000 2001 2002 2003 2004
(Years ended March 31)
Note: The totals for the fiscal years ended March 31, 1999 and 2000, comprise figures
from the former Chuo Trust, Mitsui Trust and Sakura Trust & Banking Co., Ltd.;
the totals for the fiscal year ended March 31, 2001, comprise figures from Chuo
Mitsui and Sakura Trust; the totals for the fiscal years ended March 31, 2002,
and later comprise figures from Chuo Mitsui and Mitsui Asset.

Non-Performing Assets Ratio

(Combined totals from banking and trust accounts;
Financial Revitalization Law basis)

(%)

10.0 9.2
7.5 7.0
4.9
5.0
25
0
2002 2003 2004

(As of March 31)

Note: Figures are from Chuo Mitsui only.

Financial Revitalization Law—that is, claims under
bankruptcy and virtual bankruptcy, claims under high
risk and claims under close observation—in the banking
and trust accounts amounted to ¥468.0 billion as of
March 31, 2004, down 33.4% from a year earlier. This
also marked a reduction of more than half, compared
with the ¥956.9 billion recorded two years earlier.

Consequently, the non-performing assets ratio—that
is, non-performing assets as a percentage of total assets,
including normal claims, disclosed under the Financial
Revitalization Law—was 4.9% as of March 31, 2004, down
2.1 percentage points from 7.0% as of March 31, 2003.

As part of its effort to maintain clear-cut disclosure
of business information, Mitsui Trust Financial Group
provides the balance of other special mention claims—
derived by subtracting claims under close observation
from all special mention claims—under normal claims.
As of March 31, 2004, the balance stood at ¥527.4 bil-
lion, or 46.9% less than as of the end of March 2003.

Guided by an ongoing commitment to aggressively
tackle non-performing asset write-offs, Chuo Mitsui
expects to cut the prevailing non-performing assets ratio
by more than half by March 31, 2005.

Non-Performing Assets Based on the Financial Revitalization Law

(Combined totals from banking and trust accounts)

(Billions of yen)
000 956.9
750 702.3
500 468.0
250 I
0

2002 2003 2004
(As of March 31)

Note: Figures are from Chuo Mitsui only.

Balance of Other Special Mention Claims under Normal Claims
(Part of normal claims derived by subtracting claims
under close observation from all special mention claims)

(Combined totals from banking and trust accounts;

(Al GifyeEn) self-disclosed amounts)

1,500 1,372.9
1,125 993.2
750
527.4
375
0
2002 2003 2004

(As of March 31)

Note: Figures are from Chuo Mitsui only.



Trimming the Stock Portfolio

« Stock portfolio fell into range of Tier 1 capital as value squeezed by ¥427.7 billion.
e Continued tough stance on devaluations, plus stock market recovery, led to net unrealized gains on

available-for-sale securities overall in the stock portfolio.

Mitsui Trust Financial Group is working to streamline its
stock portfolio to minimize the risk of fluctuating prices
on stocks. In fiscal 2003, the Group utilized opportuni-
ties to sell stocks to the Banks’ Shareholdings Purchase
Corporation as well as the Bank of Japan, and squeezed
total stockholdings by a value of ¥427.7 billion. As a
result, at March 31, 2004, the acquisition cost (book
value) of stockholdings was ¥535.4 billion, down 43.1%
from a year earlier, and fell within the range of the
Group’s Tier I capital, at ¥559.1 billion.

Streamlined Stock Portfolio
[ Balance of stock portfolio (Acquisition cost base) [0 Tier | capital
—@— Ratio of balance of stockholdings to Tier | capital
(Billions of yen) (%)
1,600 300

1,291.6
1,200 240
800 180
535.4 559.1
400 120
0 60

2002 2003 2004

(As of March 31)
Note: Figures are from Mitsui Trust Financial Group on a consolidated basis.

Deferred Tax Assets

Complemented by a recovery in stock prices, the
Group’s tough stance on devaluation led to a turnaround
from fiscal 2002, with net unrealized gains of ¥21.9
billion on available-for-sale securities overall.

Regarding its bond portfolio, the Group will reduce
rising interest rate risk, primarily by shrinking the
balance and shortening the time to maturity.

Net Gain (Loss) on Available-for-Sale Securities
I Total [ Stocks [l Bonds I Other

(Billions of yen)

200
100 100.0
21.9
a 12.9 0.2
(2.6)
-100 (78.3)
o (144.8) (155.1)
2003 2004

(Years ended March 31)

Note: Figures are from Mitsui Trust Financial Group on a consolidated basis; “other
available-for-sale securities” excludes securities held to maturity.

e Maintaining a conservative view toward taxable income, Mitsui Trust Financial Group booked deferred tax

assets of ¥275.7 billion for fiscal 2003, down 19.5%.

With a view to securing a healthier financial footing,
Mitsui Trust Financial Group conservatively estimates
taxable income, based on revenue projections of five
years that address uncertainty in each of these future
fiscal years, and uses these amounts to calculate deferred
tax assets. Under this format, at March 31, 2004, com-
bined deferred tax assets for Chuo Mitsui and Mitsui
Asset came to ¥275.7 billion, down 19.5% year-on-year.

Pre-provision profit, an indicator of prevailing profit-
ability for financial institutions, is used as a yardstick for
measuring financial health and for determining conserva-
tive estimates of deferred tax assets. A comparison of pre-
provision profit and deferred tax assets of the banks
under the Group umbrella shows amplification moving
downward—a positive sign—from 2.3 times in fiscal
2001 to 1.8 times in fiscal 2002, and then to 1.5 times in
fiscal 2003.

Deferred Tax Assets and Pre-Provision Profit

[0 Deferred tax assets [0 Pre-provision profit
—@— Amplification

(Billions of yen) (Amplification, times)

400 386.8 3.0
300 225
200 2.0
100 15

0 1.0

2002 2003 2004
(Years ended March 31)

Note: Combined totals from Chuo Mitsui and Mitsui Asset; deferred assets are for each
fiscal year-end.
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Corporate Governance

Basic Premise

Corporate governance hinges on two points. First, to
ensure management transparency and impartiality as well
as the strength and suitability of business activities to
required tasks, Mitsui Trust Financial Group strives to
clarify the scope of authority and responsibility assumed
by senior management, including members of the Board.

The Group has implemented a cross-check structure to
facilitate this goal. Second, to respond swiftly to changes
in the operating environment, the Group has imple-
mented administrative and management structures that
encourage greater organizational efficiency.

Functions and Responsibilities of Mitsui Trust Holdings

As subsidiaries under the Mitsui Trust Holdings umbrella,
Chuo Mitsui and Mitsui Asset maintain operating structures
that essentially facilitate the performance of their respective
business activities. Meanwhile, Mitsui Trust Holdings, as a
financial holding company established to oversee the

(1) Formulate Group management strategy

Mitsui Trust Holdings coordinates divisional strategies
for the two trust banks under its umbrella and prepares
plans to maximize groupwide profits and shareholder
value.

(2) Monitor administration of business activities
While responsibility for the administration of respective
business activities lies with each subsidiary bank, Mitsui
Trust Holdings monitors the status of operations to ensure
these activities are consistent with Group strategies.

General Meeting of Shareholders

operations and administration of its subsidiary banks,
participates in the administrative aspects of Chuo Mitsui
and Mitsui Asset.

The four functions of Mitsui Trust Holdings are
described below.

(3) Allocate management resources

Mitsui Trust Holdings allocates management resources
for the Group, such as personnel, budgets, investment in
systems and the application of funds, and tracks the use
of these management resources at each bank.

(4) Supervise risk management and internal controls
Mitsui Trust Holdings formulates basic policy on risk
management and internal controls for the Group as a
whole and undertakes related assessments, including
verification of risk management efforts at each bank.

Mitsui Trust Holdings

Board of

Corporate Auditors —

Corporate Auditors

Board of Directors

Advisory Board

Executive Committee

Management Planning Division

Risk Management Division

Internal Auditing Division

Planning Group management strategies
Administration and execution
of business activities
Allocation of management resources

Monitoring risk management status

Overseeing internal audits

Mitsui Asset I
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Deputy President
Kazuo Tanabe

Managing Director
Jun Okuno

Chairman and President
Kiichiro Furusawa

Senior Managing Director
Tadashi Kawai

Managing Director
Itaru Masuda

Underpinning Cross-Check Capacity, Management Transparency

The Board of Directors at Mitsui Trust Holdings consists
of five people who determine material issues, including
basic policy on business administration for the holding
company and the Group as a whole, and monitor the
execution of business activities. In addition, directors of
Mitsui Trust Holdings who are concurrently directors at
subsidiary banks ensure effective implementation of
business strategies for the Group. The full-time manag-
ing director at Mitsui Trust Holdings oversees such func-
tions as internal auditing and acts as the linchpin for
cross-checks between the holding company and its
subsidiary banks.

Of the five corporate auditors at Mitsui Trust Hold-
ings, one is a full-time auditor, while the other four

hold concurrent positions as auditors at Chuo Mitsui or
Mitsui Asset. These four auditors audit the operations of
subsidiary banks and utilize the results to implement
appropriate audits of the holding company. They also
function in a cross-check capacity, confirming conclu-
sions made by the full-time auditor. Two of the auditors
with dual responsibilities are external auditors.

Mitsui Trust Holdings also relies on its Advisory Board,
a collection of outside experts who extend advice on all
aspects of business.

Through these structures, Mitsui Trust Holdings not
only guarantees management transparency and the
soundness of business activities but also expedites
decision-making processes concerning operations.
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Social Contribution

Utilizing Trust—Lending a Hand for the Public Good

Mitsui Trust Financial Group strives to demonstrate
the true spirit of trust that imbues a trust bank and
energetically pursues activities for the public good.

The former Chuo Trust and Mitsui Trust both played
leading roles in the development of charitable-trust and
related operations that met the diversifying needs of
clients. Today, the Group strives to expand this business.
Concerted efforts have led to 140 trusts under Chuo
Mitsui’s administration, worth a total of ¥14.3 billion and
representing a top-ranked balance of trust assets.

Through a charitable trust structure, individuals, com-
panies and other organizations entrust property to a trust
bank, which administers and manages these assets for

Types of charitable trusts

e Scholarships

e Promotion of educational activities

¢ Promotion of art and culture

e Protection of the natural environment
 Promotion of international cooperation,

international exchange
e Town-building projects

Trustor

¢ Academic research
e Social welfare projects

the public good. The function is similar to that of a pub-
lic service corporation, such as a foundation, but chari-
table trusts are less expensive to maintain and facilitate
flexible, efficient use of funds. Moreover, charitable
trusts satisfying certain criteria are eligible for incentives,
including reduced income and inheritance taxes.

In addition, the name of the charitable trust can
include the name of the asset provider, so the generosity
of contributing to public interests will be remembered
favorably for some time to come.

© Charitable Trust Structure (Chuo Mitsui)

| . | | Management

committee

. 7. Provides counsel on major
° items regarding management
4 of charitable trusts

.o Recipient of funds

Recipient of funds
4. Establishment of Recipient of funds
charitable trust

Recipient of funds
2. Application 3. Approval
(Beneficiary)

5. Audit 6. Represents beneficiaries' interests;
agrees on and approves major items

1. Consultation
8. Payment of funds

Social Contribution Activities Undertaken as Part of the Mitsui Public Relations Committee

Mitsui Trust Financial Group is a member of the Mitsui
Public Relations Committee, which comprises 25 Mitsui
Group companies. Through a range of cultural and
public relations campaigns, we promote international
exchange and revitalize regional districts. We also strive
to contribute to the prosperity and general welfare of the
communities in which we work.

Activities of the Mitsui Public Relations Committee
e Friendship concerts (in support of music)

e Mitsui Golden Glove Award (in support of sports)

e Mitsui Illustrated (PR activities)

http://www.mitsuipr.com/english/index.html

Contributing to the Community, Cultural Exchange

Chuo Mitsui’s head office is located in Minato-ku,

a district of Tokyo that is home to the embassies of many
countries. As part of its contribution to the local commu-
nity, the Bank uses the head office lobby as a space for
displays that introduce a wide range of cultural aspects
from different areas of the world to clients and other
visitors to the building.

In fiscal 2003, the lobby was used to show panels on
the theme “Finland: Today and Tomorrow” and for an
exhibit of paintings by Lithuanian artists. Chuo Mitsui
plans to continue this effort and will utilize these events
to contribute to the community and foster cultural
exchange.



Support for Environmental Conservation

Symphony Nature Protection Trust and Human Philanthropic Trust

Climate change, acid rain, pollution and waste, depletion
of the ozone layer and other environmental problems
become more ominous with each passing year. Against
this backdrop, a trend is rapidly gaining strength among
individuals and corporate citizens to preserve the natural
environments to which they have a strong connection.
Chuo Mitsui handles Symphony, a nature protection
trust for which dividends generated on funds donated by
clients in money trusts to protect nature help the Nature
Conservation Society of Japan undertake its activities.
The Bank also handles Human, a philanthropic trust that
applies dividends to society and the environment and
allows contributors to choose the Foundation for Earth
Environment as the recipient of these dividends.

© Structure of Symphony Nature Protection Trust

1. Establish trust

Individual, Corporation
(Beneficiary/Beneficiary
of Principal)

Chuo Mitsui

(Trustee) 3. Issue principal

Nature Conservation
Society of Japan
(Beneficiary of Dividends)

\j

2. Issue dividends

Environment-Friendly Head Office

Chuo Mitsui’s new head office in Tokyo was completed in
October 2000. The project was an environment-friendly
effort right from the design stage and a fundamental goal
was to construct a resource-conserving, energy-efficient
building. Consequently, the new head office is equipped
with several novel systems, including intermediate water
installation, which reuses wastewater from miscella-
neous sources for toilet cleaning, and an ice and water
accumulation heating system that enables daytime air

Corporate Social Responsibility

The public has become increasingly interested in corpo-
rate social responsibility (CSR), specifically management
transparency and the execution of business activities in
line with legal requirements and social obligations.
Everyone at Mitsui Trust Financial Group is working
toward a deeper understanding of CSR and more
comprehensive efforts to fulfill these obligations.

The Group is applying the CSR perspective to every
aspect of its activities, from compliance, corporate gover-
nance and responsibility for disclosure, to individual
rights, equal employment opportunities, contribution
to society and environmental conservation.

For its part, Mitsui Asset seeks to contribute to a
greater acceptance of CSR through socially responsible
investment (SRI) funds.

conditioning with electricity accumulated at night and
contributes to a leveling out of electricity costs.

We are also encouraging recycling efforts and effective
use of resources. To this end, we implemented a sort-
and-collect system that separates office waste into eight
groups, including newspapers, magazines, office paper
and vinyl and plastic.

Mitsui Trust Financial Group is well aware that CSR
hinges on respect for the input of everyone with a stake
in its operations, including clients, shareholders, busi-
ness partners, regional communities and employees, as
well as responding to input in good faith. This interac-
tion between the Group and its stakeholders will lead to
improved corporate value and sustained growth and will
enable the Group to fulfill its responsibilities as a solid
member of society. The Group will therefore continue to
energetically pursue efforts to enhance CSR.
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Evaluation of Mitsui Trust

Holdings’ Stock

Mitsui Trust Financial Group directs con-
certed efforts toward improving returns for

shareholders and building strong bonds of 500 —
trust with clients. As a result, the price of
Mitsui Trust Holdings’ stock showed excel- 400 —

lent movement in the previous fiscal year.
The Group will continue to promote cre- 300 -
ativity in its activities, hinging on the trust
business, to elevate shareholder value and
corporate value for the whole group.

200 —

100 —

0 L
February 2002

Stock price at ¥145, as of January 31, 2002

Changes in Mitsui Trust Holdings’ Stock Price

(Stock price and TOPIX set at 100, as of January 31, 2002)
we Mitsui Trust Holdings
= TOPIX

Stock price at ¥719, as of March 31, 2004

March 2003

March 2004

High Evaluation from Domestic and
Foreign Investors

Mitsui Trust Holdings has sought to .

obtain and keep an appropriate value for %)
its stock, following the unwinding of 100 —
cross-shareholdings, and consistently pur-
sues resourceful investor relations activities
aimed at institutional investors at home
and abroad. As a result, foreign investors
and domestic trust banks comprised 39% 50
of the Company’s shareholder base, up 21

percentage points from a year earlier.
25—

Mitsui Trust Holdings’ Shareholder Base

Domestic companies, other
Foreign investors
Domestic trust banks

2002 2003 2004
(As of March 31)

Establishment of Strategic Subsidiaries

Mitsui Trust Financial Group welcomed two newly
established strategic subsidiaries under its umbrella that
will help expand profitability and reinforce the Group’s
financial footing.

CMTB Total Servicing

Chuo Mitsui established CMTB Total Servicing in Octo-
ber 2003 to engage in the non-performing loan business.
Drawing on Mitsui Trust Financial Group’s accumulated
expertise in securitization, negotiations, real estate man-
agement and loan servicing methods, the new company
is actively pursuing the development of services, such as
debt collection under administration, debt acquisition,
due diligence and consulting related to appropriate as-
sessment of debt.

In addition, the Bank seeks to capitalize on a broad
assortment of business opportunities deriving from real
estate brokerage services, real estate securitization ser-
vices, and financing, such as non-recourse loans, and
thereby contribute to expanded profits for the Mitsui
Trust Financial Group.

CMTB Equity Investments

Chuo Mitsui established CMTB Equity Investments in
September 2003 to undertake management and adminis-
tration of the Group’s stock portfolio. Through intensive,
efficient administration of stockholdings and the use of
various hedging instruments, the subsidiary will work to
minimize the risk of price fluctuations on the Group’s
stock portfolio as expediently possible.



Settlement Reached with Tokyo Metropolitan
Government

Chuo Mitsui and Mitsui Asset reached a settlement with
the Tokyo Metropolitan Government and the Governor
of Tokyo on a case being heard at the Supreme Court
regarding an ordinance that imposes enterprise taxes
through external standards on large banks in Tokyo.

On completion of the settlement, Chuo Mitsui received
about ¥8.1 billion in tax refunds, while Mitsui Asset
received about ¥0.7 billion. Each bank recorded these
amounts as extraordinary gains for fiscal 2003.

Mitsui Trust Financial Group History

March 1924 Mitsui Trust Company established as
Japan’s first trust company, based on
the Trust Business Act, with capital of
¥30 million. Business commenced the
following month.

Chuo Trust and Banking Company,
Limited, established with capital of

¥2.5 billion. Business commenced

May 1962

in August.

December 1995 Sakura Trust & Banking Co., Ltd., the
predecessor of Mitsui Asset Trust and
Banking Company, Limited, established
with capital of ¥10 billion.

November 1998 Chuo Trust assumes the Honshu-
based operations of The Hokkaido
Takushoku Bank, Limited.

April 2000 Chuo Trust and Mitsui Trust merge
into The Chuo Mitsui Trust and
Banking Company, Limited.

June 2001 Chuo Mitsui acquires all equity held by

Sumitomo Mitsui Banking Corporation
in Sakura Trust.

February 2002 Mitsui Trust Holdings, Inc., established
with capital of ¥260 billion, and Chuo
Mitsui and Mitsui Asset (formerly
Sakura Trust) become wholly owned
subsidiaries.

Partial Securitization of Mortgage Claims
The housing loan business is a key one for Chuo Mitsui.
Through the origination of loans worth between ¥400
billion and ¥500 billion per year over the past few years,
the balance of housing loans now stands at about ¥2 tril-
lion yen. The domestic housing loan securitization mar-
ket has rapidly taken shape against a backdrop of wider
investment interests.

With this situation in mind, Chuo Mitsui undertook
preparations for housing loan securitization and executed
a scheme worth ¥180 billion in March 2004.

Name: Chuo Mitsui Trust Bank Residential
Mortgage Loan Receivables Trust No. 1

Issuing amount: ¥180 billion

Rating: Aaa from Moody’s Investment Service

Issuing date: March 29, 2004

Trustee/servicer: The Chuo Mitsui Trust and Banking
Co., Ltd.

Trustee: Mitsui Asset Trust and Banking Co., Ltd.

March 2002 Through a company split, Chuo Mitsui

transfers pension trust and securities

trust departments to Mitsui Asset.

Mitsui Trust Holdings issues preferred

securities, worth ¥57.1 billion, through

an overseas special purpose company

to raise capital.

March/April 2002 Mitsui Asset accepts capital from
external sources, lowering Mitsui Trust
Holdings’ equity stake in the bank to
84.4%.

September 2002 Mitsui Trust Holdings takes a 33.3%
equity position in Japan Trustee
Services Bank, Ltd., with investment of
¥17.0 billion.

March 2003 Mitsui Trust Holdings issues preferred
securities, worth ¥30.0 billion, through
an overseas special purpose company
to raise capital.

March 2004 Mitsui Trust Holdings issues preferred

securities, worth ¥10.0 billion, through
an overseas special purpose company
to raise capital.
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Disclosure Policy

Financial institutions have a social responsibility and a
public mission to uphold. Well aware of the importance
of this task, Mitsui Trust Financial Group carries out
effective disclosure of business data to elicit greater
confidence from investors and shareholders.

Mitsui Trust Holdings prioritizes a high level of man-
agement transparency. This basic principle guides the
Company in providing timely, fair and unembellished
information on the activities of the entire Group.

Mitsui Trust Holdings utilizes the Internet to disclose
a wide range of investor relations information. For
example, the Company’s web site includes a page where

materials prepared for investor information meetings as
well as an audiovisual presentation of the actual informa-
tion meeting for domestic institutional investors can be
accessed. The Company provides English translations of
the materials and audiovisual presentations as well.

Chuo Mitsui and Mitsui Asset also maintain web sites,
through which each bank releases a wide range of infor-
mation about products and services.

Mitsui Trust Holdings and its two subsidiary banks
will continue to provide clients and shareholders with
various disclosure materials to promote a deeper
understanding of Mitsui Trust Financial Group.

English Web Site
http://www.mitsuitrust-fg.co.jp /english/




Chuo Mitsui

A Word From the President

Chuo Mitsui is the trust banking arm of Mitsui Trust Financial Group and
focuses on retail trust business, banking business, stock transfer agency
services and real estate operations.

We draw on a broad spectrum of know-how and specialization accumu-
lated over the years as a member of the trust banking community to resource-
fully extend a diverse range of high-quality products and services through
consultations suited to clients’ needs.

In the area of services for individuals, we are concentrating on housing
loans and sales of investment trusts and variable annuities, and are also
directing concerted efforts into testamentary and real estate-related
activities that demonstrate our unique financial function as a trust bank.

Meanwhile, in the area of services for corporate clients, our financing
business spotlights asset finance services, such as real estate non-recourse
loans, for which our balance is top-class among domestic financial institu-
tions. We also actively promote services for real estate brokerage, real
estate securitization and J-REITs. In addition, we seek to sustain and further expand our client base by providing super-
lative stock transfer agency services, such as support for clients seeking to initiate online general shareholders’ meetings
and those in need of legal consultation and advice on investor relations.

As part of Mitsui Trust Financial Group, we know the value that unshakable bonds of trust brings to overall success,
and we will strive to reinforce these ties still further. On behalf of the Board, I ask for your continued understanding and
support of our efforts.

August 2004

\%W /M(‘-*ZL

Kazuo Tanabe
President

Business Outline

Chuo Mitsui extends high-quality, high-value-added services to retail and corporate clients as a member of Mitsui Trust
Financial Group.

Individual Services Corporate Services
- Provide trust and deposit Financial Services Stock Transfer Agency Services | I Real Estate Operations I
products
= Sell investment trusts and = Present diverse financing = Provide stock-related services = Undertake brokerage of
variable annuities techniques « Render legal services properties
» Offer loans to individuals « Extend services to help clients * Run systems for electronic = Securitize property holdings
« Facilitate the utilization of real improve corporate value shareholders’ meetings e Perform appraisals
estate * Promote employee welfare « Administer support for initial = Suggest methods for the
= Extend testamentary trust support services public offerings (IPOs) effective utilization of real
and inheritance-processing » Offer fund management = Offer services to support estate
services products investor relations activities
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Individual

xternal Environment, Clients’ Needs

Demand for accurate, goal-oriented fund
management is rising amid a low interest rate
environment.

A growing need for the effective utilization of
assets and smooth transfer of inheritance to the
next generation has emerged in line with such
social changes as the aging of society.

The market is increasingly on the lookout for
financial institutions with highly convenient
products and services well-suited to today’s
diversifying lifestyles.

Products and Services to Meet Clients’ Needs
Among the Industry’s Highest Fund Balances

Chuo Mitsui offers a wide selection of savings products,
from typical trust products to deposit products, each
matched to the asset formation needs of clients. With
this range of products, the Bank has obtained one of the
highest fund balances among dedicated trust banks in
Japan as well as the leading balance for asset formation
trusts in the domestic trust banking industry.

Best Quality, a members-only service, grants eligible
clients special interest rates—higher on deposits and
lower on loans—as well as reduced fees for safe-deposit
boxes and custody of wills. Efforts to make the service
even better include a wider scope of eligibility that
covers an entire household, rather than just a specific
individual within that household.

Top Tier of the Industry in Sales of Investment Trusts
and Variable Annuities

Chuo Mitsui handles a rich variety of investment trusts
and variable annuities geared to client needs and comple-
ments these funds with expanded access to accurate, high-
quality consultations. Through these efforts, the Bank has
achieved a top-tier position among domestic financial
institutions, with one of the industry’s highest balances

of sales of investment trusts as well as variable annuities.

No. 1 Trust Bank in Loans to Individuals

Chuo Mitsui maintains an extensive assortment of loan
products, from financing for newly built homes and
homes that owners buy upon selling their old dwellings,
to refinancing schemes, all tailored to the requirements
of each client. Clients may discuss financing options at a
branch counter or access information online through our
Housing Loan Net Answer Service.

Services

Specific Actions, Services

Provide a wide array of products and services
geared to clients’ needs.

B Apply know-how on asset utilization through
high-level consultations.

Enrich the network through such measures as
distinctive branch development.

With a balance of ¥2,712.2 billion in loans to individuals
as of March 31, 2004, Chuo Mitsui lays claim the No.1
position among Japanese trust banks in this loan category.

Balance of Loans to Individuals

[ Balance of loans to individuals [Before securitization]
Housing loans
(Billions of yen)
3,000~
2,712.2
2,534.7 2,550.4

2,330.1 [After
2 . securitization]
2,250|- 22295
2,055.8
1,894.0
1,784.4 [After
securitization]
oo 517.9
’ ,317.1
750 -

2001 2002 2003 2004
(As of March 31)
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Note: On an internal accounting basis

High-Level Consultations: Conduit of Know-How on
Asset Utilization

Capitalizing on Real Estate

To make the most out of real estate holdings, clients need
access to broad-based knowledge, from land appraisals to
the formation of project plans and financing schemes. As
a financial expert, Chuo Mitsui can help with its wide
selection of specialized consulting services, including
suggestions for fully utilizing real estate, advice on prop-
erty sales and replacement, and a notable fund procure-
ment instrument that uses building and apartment loans



to obtain the funds needed to fully capitalize on a
property’s potential.

The Bank and subsidiary Chuo Mitsui Realty Co., Ltd.,
also present a wealth of information about properties on
the market to facilitate clients’ efforts to purchase or sell
a home.

Testamentary Trusts, Testamentary Processing

The drafting of a will is the most reliable way for a
person to ensure that precious or hard-earned assets are
transferred smoothly to the specified beneficiaries or to
allocate a certain portion of the assets to a particularly
deserving individual or charity.

Chuo Mitsui’s comprehensive view of testamentary-
related business covers all angles, including taxation and
legal considerations. The Bank utilizes the expertise only
a trust bank can acquire to extend pertinent advice on
the preparation of wills for expeditious transfer of
wealth. We also offer subsequent assistance, such as
keeping wills in custody and acting as executor to guar-
antee accurate distribution of assets according to the
stated wishes of the deceased.

In addition, we accept requests on behalf of heirs when
a will does not exist. These inheritance-related proce-
dures include examining the components of an estate
and transferring title to the respective heirs.

Recent social developments, such as an ever-increasing
ratio of senior citizens in the population and a greater
inclination toward a nuclear family-type household, as
well as the implementation of an adult guardian system,
have spurred greater interest in administering and pro-
tecting the assets of older people. In April 2004, Chuo
Mitsui began handling a trust product that addresses
this need with tailor-made responses to each clients’
requirements and gives beneficiaries peace of mind.

The Bank also concluded an agreement with the Legal-
Support Adult Guardian Center pertaining to advice on
and use of the adult guardian system to deal with requests
from clients seeking details about the system.

Number of Wills in Custody

(Number)
7,938

8,000 -
7,389
6,880
6,342

6,000
4,000
2,000

olk

2001 2002 2003 2004
(As of March 31)
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Varied Network with Distinctive Branches

As of July 2004, Chuo Mitsui’s network included 70
branches—67 regular branches and three sub-branches—
as well as 17 Consulplaza in-store mini-branches, which
specialize in consultations, and the Client Support
Center, which responds to clients who ask for assistance
by mail or telephone because they find it difficult to visit
a branch.

Three of our Consulplaza locations—Shinjuku
Nishiguchi, Yokohama-eki Nishiguchi and Umeda—were
previously operated as Investment Trust Centers, focusing
on investment trusts. We decided these centers would
serve clients better under the Consulplaza banner by pro-
viding a more comprehensive array of consulting services
extending beyond investment trusts to such areas as
loans, real estate, asset management and testamentary
and inheritance issues.

Chuo Mitsui also offers Internet and telephone bank-
ing services. Through the Internet, clients can execute
several financial tasks, such as buying or selling units in
investment trusts or pinning down exact answers to asset
management questions. Through the telephone, clients
can make adjustments to investment trusts and other
trusts and deposits, send remittances and check on
account balances.

In addition, clients can use their Chuo Mitsui client
cards to make deposits and withdrawals on ordinary
deposit accounts or other accounts at automated teller
machines and cash dispensers installed at post offices
throughout the country. Generally, such transactions are
free of charge, but a fixed fee applies to withdrawals
executed outside of regular business hours.
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Financial Services
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Financial

External Environment, Clients’ Need

Increasingly diversified, high-level techniques are
becoming available to clients for procuring funds.
Clients are working to improve corporate value.
Clients are making greater use of corporate
financing options.

Deregulation has expanded options in business
support services.

Demand for ways to manage surplus funds is
growing.

Real Estate Asset Finance Widens Fund Supply
Asset finance has attracted attention as a fund-raising
method that underlines the value of assets and their
respective profitability. In particular, securitization of
real estate (which utilizes real estate-managed trusts and
special purpose companies) and real estate asset finance
(such as non-recourse loans) extends beyond the
securitization of existing properties to a wide range of
applications, including new acquisitions of buildings,
warehouses and other structures, development of condo-
miniums and shopping facilities, and participation in real
estate investment projects.

Chuo Mitsui draws on a wealth of experience and
know-how accumulated over many years in funding
and real estate operations to provide financial products
fine-tuned to the needs of corporate clients.

Solutions Geared to Higher Corporate Value

For clients seeking to raise corporate value through a
selection and concentration of business activities, Chuo
Mitsui offers advice in such areas as the formation of
financial strategies and the establishment of corporate
administration and management structures. The Bank
also advises on such procedures as determining the value
of operating divisions and subsidiaries and mediating
mergers and acquisitions, and utilizes internal and exter-
nal networks to provide various solutions geared to the
needs of corporate clients.

Services

Specific Actions, Services

Make a broad range of financing available through
such opportunities as real estate asset finance.
Offer solutions geared to enhanced corporate value.
Tackle investment banking services.

Expand access channels to broaden the existing
network.

Present an extensive selection of fund
management products geared to prevailing fund
management needs.

Balance of Real Estate Asset Finance

(Billions of yen)

900 -
823.2

464.0
450 -

352.0

225 204.2

2001 2002 2003 2004
(As of March 31)



Investment Banking Services

Working with subsidiary Chuo Mitsui Capital, Chuo
Mitsui invests in excellent venture businesses in growth
fields and supports these companies’ development toward
achieving a public listing.

We also provide investment banking services for
private equity, including leverage financing, which is
applied to investment financing for management buyouts
that pave the way to operational independence and
business establishment.

In the area of non-performing loan business, we
respond to a full range of investment financing needs,
including DIP financing for companies seeking to recon-
struct operations under insolvency procedures aimed at
getting a business back on its corporate feet. In addition,
in October 2003 we established a servicer—CMTB Total
Servicing—that draws on the know-how and trust of the
Group to offer a comprehensive array of services pertain-
ing to the purchase of non-performing assets and the ad-
ministration and collection of debt.

Expanding Access Channels to Broaden the
Existing Network
Taking advantage of recent deregulation to pursue alli-

ances with companies, Chuo Mitsui is expanding the
channels that handle its products and services and is

energetically upgrading various aspects of business,
including testamentary-related services and housing loans.

Using its broad-based network, the Bank will also
undertake business matching, which introduces clients
to potential business partners that can enlarge marketing
routes and provide outsourcing assistance. Another area
of endeavor is business support services, focusing on
advice for business succession, where Chuo Mitsui can
fully demonstrate its trust-banking function.

Extensive Selection of Fund Management Products
Chuo Mitsui handles a wide assortment of deposit prod-
ucts, from various liquid deposits and time deposits to
deposit products that incorporate a derivative effect.

The Bank’s line of trust products features fund trusts,
specified money trusts (tokkin), money trusts other than
tokkin, and individually operated designated money
trusts for securities investments. It also features trust
beneficiary rights derived through debt securitization
and for which higher returns can be assumed, commen-
surate with the higher risk involved.

In the area of investment trusts, Chuo Mitsui also
maintains one of the most diverse selections of products
in Japan. The varied content parallels the investment
needs of clients.
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Stock Transfer Agency Services
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Stock Transfer

External Environment, Clients’ Need:

Companies are faced with ever more complicated
stock-related processing due to revised legislation.

Demand for individual investor services is rising
throughout Japan.

A successful stock listing increasingly requires

resourceful support.
A growing need for support parallels aggressive
expansion in corporate investor relations activities.

Stock Transfer Agency Services

Stock transfer agency services go beyond processing
transfers of title and maintaining shareholder lists on
behalf of stock-issuing clients to the swift and accurate
execution of a multifaceted array of services. These range
from annual tasks, such as mailing out voting notices
and invitations to general shareholders’ meetings and
calculating and distributing dividends, to stock-related
activities, such as recapitalization, stock splits and
transfer of shares, all done in accordance with legal
and taxation rules.

Expertise in Legal Services, System Development
Strict legal rules govern stock transfer agency services,
and repeated revisions of the Commercial Code and the
Securities and Exchange Law in the last few years have
emphasized the importance of speedy responses to new
developments.

To effectively address legislative and structural amend-
ments, Chuo Mitsui delivers timely explanations on vari-
ous stock-related issues through such means as lectures
and specialized publications, including Shoken Daiko
News (“Stock Transfer Agency News”) and Shoken Daiko
Kenkyu (“Stock Transfer Agency Studies”).

The Bank also enjoys a solid reputation in the industry
for practical legal services, backed by a staff of experi-
enced professionals and substantiated by the best results
of any stock transfer agent.

In addition, we consistently upgrade our operations
with state-of-the-art systems to facilitate fast and accu-
rate processing of high-volume stock-related procedures.

Chuo Mitsui’s Online System for Shareholders’ General
Meetings reduces the need for paper invitations and
notices regarding such meetings. Instead, this content

Agency Services

Specific Actions, Services

Designate staff to develop legal services and
state-of-the-art systems.

B Utilize telephone and online access to enrich
services for shareholders.

Apply consultation expertise to create a total
support system for initial public offerings (IPOs).

B Provide investor relations support services,
including the creation of real shareholder data
for domestic institutional investors.

Information Security Management System

BS7799-2 is a British standard that has become the de facto,
internationally accepted ISMS standard. The ISMS Conformity
Assessment System is a qualification structure that Japan Infor-
mation Processing Development Corporation created based on
BS7799-2.

An ISMS is a systematic approach to managing sensitive
company information that encompasses technological measures
to counter specific concerns as well as the necessary security
levels, treatment plans and resource allocation determined
through a risk assessment of the organization.

The desired goal of an ISMS is to maintain a good balance
concerning the confidentiality, integrity and availability of
information held by an organization and to further improve
this equilibrium.

can be sent by e-mail to addresses on record for share-
holders of stock-issuing companies that have adopted the
online format for their respective meetings. The system
also enables shareholders to exercise their voting rights
online from computer, mobile phone or other Internet
connection, anytime during the day or night, up until the
day before the meeting. We are dramatically enhancing
services for issuing companies and their shareholders
in several ways, including a better sign-in system that
expedites sign-in procedures on the day of the meeting.
The high level of security maintained by our Online
System for Shareholders’ General Meetings was officially
recognized—a first in the stock transfer agency busi-
ness—both internationally, for satisfying the interna-
tional information security management system (ISMS)
criteria of British Standard (BS) 7799-2, and in Japan,
based on the ISMS Conformity Assessment System.



Enhanced Shareholder Services

Chuo Mitsui strives to make its services convenient for
shareholders to access. Shareholders may visit any one of
many reception counters at branch and service outlets
nationwide or contact us through our toll-free, 24-hour
automated voice mail system, which takes requests for
various forms. We also list descriptions of stock-related
services on our web site.

Ideal Support System for IPOs

Support for businesses seeking to list on a stock exchange
for the first time hinges on practical advice from profes-
sionals specializing in IPOs, and Chuo Mitsui’s capabilities
have cemented its vanguard position in the industry. Fiscal
2003 saw continued achievements, including assistance to
17 companies that completed IPOs.

© Japanese Shareholder Identification Program

Helping Clients with Investor Relations Activities

In April 2003, Chuo Mitsui established the IR Support
Office, a section dedicated to investor relations, to
provide broad-based support to our clients.

We endeavor to meet diversifying requirements with
quick and accurate responses to the constantly changing
market environment. Our efforts include analyses that
give corporate clients data on beneficial owners and in-
vestment managers not listed on the shareholder registry.
In addition, we perform foreign shareholder analyses,
which have acquired greater importance given the yearly
rise in foreign representation on the shareholder lists of
domestic companies.
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=== Only master trust is listed in the shareholders’ list ==

New Service

Beneficial owners and investment managers are
listed in the new service

Shareholders: Master trust [J [J
------------------- [ | Investment managers: Trust bank o o
Beneficial owners: Pension fund O O
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Real Estate Operations
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Real Estate

xternal Environment, Clients’ Needs

Clients require help to improve their financial
footing and deal with new corporate accounting
standards.

Demand for J-REITs and private funds has
suddenly soared.

Institutional investors are becoming increasingly
interested in the real estate market.

Specialization Underpins Strong Consultation
Capabilities

Applying knowledge gained over many years in the real
estate business, Chuo Mitsui strives to provide compre-
hensive consultations from various starting points. These
include the brokerage and securitization of properties,
proposals for the effective utilization of real estate,

and appraisals and evaluations, allowing the Bank to
customize financing solutions to corporate clients’ needs.

Real Estate Brokerage
Our seasoned professionals boast solid experience and
expertise in various real estate-related matters, including
taxation and law. They respond with fine-tuned precision
to the property sales and purchasing needs of corporate
clients and take on everything from structural surveys to
the preparation of transfers of ownership.

Through Chuo Mitsui Realty, a key brokerage affiliate,
we also help individuals in the purchase or sale of a
home.

Real Estate Securitization

Corporate clients are increasingly eager to exercise the
expedient financing options accorded by real estate
securitization, particularly to improve their balance
sheet, preserve diversity in fund procurement methods
and respond appropriately to new corporate accounting
standards.

Chuo Mitsui has a large number of professionals on
staff, including real estate appraisers, whose skills are
complemented by reliable outside experts, such as lawyers
and certified public accountants. Together, these people
cement our capacity to form a real estate securitization
scheme perfectly suited to each client’s situation.

Operations

Specific Actions, Services

Draw on the comprehensive skills of real estate
professionals to reinforce consultation
capabilities.

B Aggressively expand fund-related business.

Fulfill investment needs with pertinent real estate
investment consultations.

Effective Property Utilization

Our specialists make full use of our years of real estate
development and management know-how to extend advice
on proposals for generating revenues from or simply mak-
ing better use of old buildings and facilities and idle land.

Real Estate Appraisals

The need to pinpoint the value of real estate has acquired
much greater significance than in the past because of
trends toward corporate reorganization and the introduc-
tion of impairment accounting. Chuo Mitsui sends expe-
rienced real estate appraisers to properties to execute
detailed surveys reflecting the real estate appraisal needs
of each client.

Balance of Securitized Real Estate

(Billions of yen)

ey 1,485.4

T

1,200
1,008.6

800~ 704.2

499.3

400

2001 2002 2003 2004
(As of March 31)



Expanding Fund-Related Business

In a business climate characterized by increased demand
for asset reduction and recombination through the
securitization of real estate, a wider market for J-REITs
and the diversifying needs of investors, the formation

of private funds is brisk. Chuo Mitsui is energetically
pursuing business opportunities related to these funds.

Real Estate-Managed Trusts

The formation of real estate securitization schemes and
real estate funds almost always includes the establish-
ment of trusts to administer the respective property.
Chuo Mitsui draws from a deep well of proven results
and know-how to create securitization schemes matched
to user requirements and augments this ability with
high-quality administration services for real estate-
managed trusts.

Handling Administrative Tasks for J-REITS

Article 111 of Japan’s Investment Trust Law stipulates
that J-REIT investment companies must outsource to
trust banks or other financial institutions such general
office work as the creation of accounting books and
procedures related to transfers of title on investment
units and investment corporation debt. Chuo Mitsui

© J-REIT Structure—A Scheme Utilizing Investment Companies

undertakes these duties on behalf of numerous J-REIT
investment companies, including Premiere Reit
Adpvisors Co., Ltd.

Ideal Real Estate Investment Consultations

A difficult fund management environment has prompted
greater interest in the potential of revenue-generating
real estate, namely real estate that generates cash flow,
and spurred demand for help from experts in acquiring
and operating such properties.

To effectively address this situation, Chuo Mitsui
established a dedicated team—the Real Estate Investment
Advisory Department—in May 2002. The Bank has since
implemented various measures, including registration of
this department as a general real estate investment advisory
in October 2002, to ensure a thorough response to clients’
requests and enrich the content of its consultations.

J-REIT

Complementing its custody of assets for Office Building Fund

of Japan, Inc., an investment company affiliated with Mitsui
Fudosan Co., Ltd., Chuo Mitsui joined Ken Corporation Ltd. and
other companies in the establishment of Premiere Reit Advisors,
a real estate investment trust that listed its investment units on
the Tokyo Stock Exchange in September 2002.

Investors
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© Real Estate Securitization Scheme Using Trust Function
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A Word from the President

Business Outline
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Mitsui Asset

A Word from the President

Within Mitsui Trust Financial Group, Mitsui Asset complements the
activities of Chuo Mitsui with a focus on trust asset management and
administration as well as pension management services.

We seek to provide the most suitable plans and high-quality services
by accurately identifying the increasingly diverse and high-level needs of
clients and fully demonstrating a range of skills and know-how that meet
those needs.

Our highly specialized capabilities underpin fund management products
of excellent quality in the area of trust asset management. We offer a wide
spectrum of services, from active and passive funds to alternative funds.

In the area of trust asset administration, we enjoy the economies of scale
in basic operations gained through the transfer of assets to Japan Trustee

Services Bank, and continue to direct efforts toward high-value-added
services, such as online access to integrated information.

In pension management services, we energetically tackle new pension
systems, such as cash balance plans and defined contribution pension plans, and promote thorough consultation and
related services on all aspects of retirement benefit systems.

As a member of Mitsui Trust Financial Group, we will work to polish existing capabilities in forte fields of operation, improve
returns for shareholders through a closer relationship with Chuo Mitsui, and build stronger bonds of trust with clients.

On behalf of the Board, I ask for your continued understanding and support of our efforts.

August 2004

D =

Tadashi Kawai
President

Business Outline

Mitsui Asset systematically combines its high-quality trust asset management and administration businesses and
pension management services into various pension and securities trust products.

Trust Asset Pension *Individually operated
Management Business Management Services designated money trusts

Trusts for which the

Pension Employee pension fund trusts, defined benefit corporate pension trusts, trustee has the authority
Trusts tax-qualified pension trusts, national pension fund trusts to manage the entrusted

funds at its own discre-

» Individually operated designated money trusts (shiteitan)* tion within the range and
Securities Money trusts other than shiteitan (money fund trusts) type of assets designated
trusts Designated trusts by the trustor.

Securities management trusts o
** Specified money trusts

Securities investment trusts Trusts for which the
Specified money trusts (tokkin)**

| tment Advi Busi Money trusts other than tokkin trlustee' has full'
nvestmen VISOry Business Specified composite trusts discretionary rights for

Securities administration trusts management of the

entrusted assets.
The Bank also handles other products, including money claims in trust, in addition to the products listed above.



Trust Asset Management

External Environment, Clients’ Neeo

Demand is increasing for high-quality fund
management products featuring excellent
risk-return characteristics.

Clients increasingly require high-level fund
management consultation.

Clients are keen to reinforce their risk
management positions.

A Huge Pool of Asset Managers

The Asset Management Department is responsible for
about ¥17 trillion in funds. These funds are combined in
various formats, including corporate pensions, public
pensions and public sector funds, and are managed
according to proposals formulated with the explicit input
of clients. The scale of the funds handled at Mitsui Asset
is one of the largest in Japan, and the Bank utilizes the
merits of this scale, as well as the talents of a skilled
group of some 200 professionals, to achieve excellent
fund management performance.

© Divisional Structure for Trust Asset Management

Business

Business Actions, Services

Provide high-quality fund management products
backed by a philosophy of consistent fund
management.

B offer sophisticated advice that demonstrates
specialized experatise to the fullest extent
possible.

Manage entrusted funds with due diligence
through a unified risk management structure.

Top-Class Asset Management Capabilities

Fund management operations at Mitsui Asset are
underpinned by a fundamental principle that prioritizes
consistency and clarity in the processes used to manage
funds. To support this principle, operations have been
rearranged into a function-specific structure paralleling
the all-encompassing Plan — Do — See process for fund
management products. This addresses all activities, from
the drafting of an investment strategy to the evaluation
of a fund’s performance. As a multiproduction firm*,
Mitsui Asset provides a diverse selection of products,
from actively managed funds to passively managed
funds, targeting both foreign and domestic investment.

*Multiproduction Firm
A multiproduction firm is a fund manager with a vast assortment
of products geared to the diverse needs of investors.

]

l Asset Management Department =

l Investment Planning Dept. I

Investment Risk
Management Dept

Equity Dept.

Planning Group |

Analysts Group Risk management

Monitoring

l Business plans |

Product plans |

|
Japanese Equity Group ]
|

Foreign Equity Group Compliance

Fixed Income Investment Dept.

Japanese Fixed Income Group |

Alternative Investment Group

Foreign Fixed Income Group ]

Investment Strategy Group

Quantitative Investment Dept

Investment Engineering Group

Global Equity Group

Information Systems Group |

Global Fixed Income Group

Trading Group
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Trust Asset Management Business
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High-Level Expertise

Active Management Based on In-House Research
The strength of Mitsui Asset’s active fund management
lies in a process by which the Bank’s richly experienced
fund managers utilize research data compiled by corpo-
rate analysts or quantitative assessments formed by
econometric analysts to build funds. Of note, the Bank’s
teams of corporate and econometric analysts are at the
top of the industry class, in terms of qualification as
well as number.

Superb Passive Management

Mitsui Asset’s predecessor, Mitsui Trust, was quick to
realize the serviceability of passive management and fol-
lowed its 1985 launch of passive funds featuring domes-
tic stock with solid efforts to promote the process and
improve the quality of related products. Mitsui Asset
maintains this pioneering approach.

For example, persistent overtures from Mitsui Asset
prompted the Tokyo Stock Exchange to develop the
stock index TOPIX 1000 Float, and in October 2003,
the Bank initiated management of an index fund using
the TOPIX 1000 Float as its benchmark.

Reinforcing Alternative Investment Structures

In response to greater demand from clients for alterna-
tive fund management, Mitsui Asset began providing a
real estate securitized product in July 2003. In April
2004, the Bank expanded its fund management lineup
with several new structures, including a fund-of-hedge-
funds product.

Previous to that, in January 2004, Mitsui Asset
strengthened its investment structure with the establish-
ment of the Alternative Investment Group, as a section
dedicated to alternative fund management.

High Marks in Survey of Pension Funds

Entering Realm of Investment Advisory Services
Deregulation, effective from April 2004, lifted restrictions
on the participation of trust banks in the area of invest-
ment advisory services. With a view toward a wider, more
resilient revenue base, Mitsui Asset has enthusiastically
entered the realm of investment advisory services, includ-
ing the promising field of advice regarding investment
trusts for individuals, financial companies and other
businesses.

Unified Risk Management Structure

Mitsui Asset strictly carries out the responsibilities
expected of a trustee. This commitment is substantiated
by an independent risk management structure especially
created for asset management operations and a unified
structure for risk management, compliance and
performance evaluation.

In addition, to guarantee the integrity and transpar-
ency of the services involved in trust asset management,
Mitsui Asset undergoes audits by external auditors that
conform to “Assessment of Internal Control Risks on
Trust Activities,” (Auditing Standards Committee Report
No. 18, issued by the Japanese Institute of Certified
Public Accountants).

Mitsui Asset scored well again, in both quantitative and qualitative terms, in the 2003
evaluation survey conducted by Japan’s Rating and Investment Information, Inc., for its
Newsletter on Pensions & Investment. The survey targeted institutional investors nation-
wide and asked them to rate the fund managers handling their pension funds. The solid
evaluation Mitsui Asset garnered from its clients validates the Bank’s asset management
capabilities and investment advice. The Bank will continue to pinpoint the diverse
needs of its clients and formulate the best solutions to each client’s requirements.



Trust Asset Administration Business

External Environment, Clients’ Need:s

Clients demand highly precise, low-cost execution
of services.

The market requires greater efficiency in asset
management.

Interest is up for services with higher quality and
higher-value-added features.

Risk management practices are more meticulous.

Overview of Asset Administration Business

Asset administration and asset management are comple-
mentary sides of the same business coin, wherein asset
administrators handle the basic elements of asset mainte-
nance, including custody, settlement, accounting and
record-keeping, for the various assets designated for
investment by fund managers. In addition to reliable and
precise data processing, asset administration increasingly
requires swift and accurate responses to the recent global-
ization of fund management and reform of the domestic
securities settlement system. It also requires higher-quality
services, including securities lending and transition man-
agement, and sophisticated information services, such as
the integrated presentation of fund management results.

Specific Actions, Services

Promote wider implementation of straight through

processing (STP) in business activities through
aggressive use of information technology (IT), and
improve efficiency in business activities by utilizing
economies of scale.

Lessen cost risk on asset administration through
such means as transition management services.
Enhance the level of information services
provided.

Execute strict internal control measures and
formalize a system for external audits.

Transfer of Assets to Japan Trustee Services Bank

Complete

Seeking to capitalize on the economies of scale in the
basic operations of trust asset administration, Mitsui
Asset began a gradual transfer of its asset administration
function to Japan Trustee Services Bank in January 2003.
The transfer process was completed on schedule on
September 29, 2003.

Japan Trustee Services Bank, with equal equity hold-
ings for Mitsui Trust Holdings, The Sumitomo Trust &
Banking, Co., Ltd., and Resona Bank, Ltd., is the largest
financial institution in Japan dedicated to asset adminis-
tration. With final transfer of entrusted assets by Mitsui
Asset, Japan Trustee Service Bank boasts a mammoth
amount—about ¥110 trillion—in assets under adminis-
tration. The bank will draw on the management resources
and know-how amassed over many years by participating
companies to provide high-level asset administration ser-
vices, and will utilize the economies of scale to make the
execution of these services more efficient.

Clients
Trusts Reporting Trusts l TReporting Trusts Reporting
J I Resona Trust I
1/3 equity
Profile of Japan Trustee Services Bank
Date of establishment: June 20, 2000 | 1/3 equity 1/3 equity
Capital: ¥51.0 billion Entrust administration Entrust administration Entrust administration
Total assets: ¥3,285.8 billion +
Balance of trust assets: ¥113,775.0 billion
(As of March 31, 2004) — | Japan Trustee Services Bank I<—
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High-Value-Added Services
Online Information Access
For asset administration clients, such as pension funds,
Mitsui Asset is tackling master record-keeping services.
As well as attending to the collection, integration and
processing of fund management data compiled by mul-
tiple asset administrators, these services provide timely
and unified online access to data concerning investment
status and performance evaluations as well as reports
useful to risk management efforts.

Mitsui Asset has earned a solid reputation for its ability
to provide integrated data that encompasses entire

© Mitsui Asset's Master Record-Keeping Service

corporate groups and extends beyond the borders of
employee pension funds, tax-qualified pension funds,
retirement benefit trusts and other systems.

The Bank complements this data with access to
Universe Comparison Service, a high-value-added service
that compares the relative performance of one pension
fund with other pension funds in a fixed universe, accord-
ing to several classifications, including pension systems,
such as employee pension funds and tax-qualified pension
funds, or by the scale of invested assets.

Resona Trust \I \ Sumitomo Trust \l \Other trust banks\l \ Life insurers I

Sumitomo Trust, Resona Trust I I Trust & Custody I Universe Comparison Service
(Japan Trustee Services Bank)

Services Bank

Nrofitability and balance daw

To build a universe information
database, Mitsui Asset has

Wanagemew
Mitsui Asset Profitability and
balance data

Partial outsourcing™
Japan Trustee Services Bank

X X Universe evaluatlon
Integrated data Universe evaluation
report report

Japan Pension Universe Comparison joined Sumitomo TI'US[, Resona

Service Association

Resona Trust, Japan Trustee Services Bank,

Trust, Japan Trustee Services
Bank and Trust & Custody
Services Bank, Ltd., in running

Mitsui Asset, Sumitomo Trust,

Trust & Custody Services Bank

Clients I
Online reference possible

Transition Management Services

The costs and risks incurred in the course of transferring
assets when a new trustee is assigned for fund manage-
ment or when allocation of assets is changed can have a
major impact on fund performance. Mitsui Asset consoli-
dates processes for asset transition and provides transi-
tion management services through which the Bank
formulates and implements the most expedient plan for
transition and ensures its efficient execution.

© Transition Management

Fund management Fund management
institution A institution X

Ful anagement e B Client
institution B institution Y
Fund management Fund management|
institution C institution Z
A i
Y \
(- =\
I Transition Manager (Mitsui Asset) I I Securities Firms I

Explain pre- and post-transition processes to client
Explain pre- and post-transition processes to

fund managers, obtain investment lists
Discuss procedures, communicate with securities firms
Verify content in pre- and post-transition reports
Manage cash flow
Handle custody and settlement of assets

Analyze pre- and
post-transition processes
Propose executlon

Implement investments
Prepare pre- and
post-transition reports

the Japan Pension Universe
Comparison Service Association.

*Qutsourced activities are the collection and
processing of basic data as well as disclosure
of accounts.

Strict Internal Controls, External Audits

Mitsui Asset maintains an internal control section inde-
pendent from administrative processing sections and has
implemented risk assessment and monitoring based on
groupwide risk management policies.

To uphold the integrity and transparency of its trust
asset administration activities, the Bank established a
structure to monitor the status of operations at Japan
Trustee Services Bank. The conditions for monitoring
require internal audits by external auditors that conform
to “Assessment of Internal Control Risks on Trust Activi-
ties,” (Auditing Standards Committee Report No. 18,
issued by the Japanese Institute of Certified Public
Accountants).



Pension Management Services

External Environment, Clients’ Neeo

The retirement benefits system is characterized by
reforms triggered by the enactment of the Defined
Contribution Pension Law and the Defined Benefit
Corporate Pension Law, and the introduction of a
gross payment system, paralleling revision of the
Employees’ Pension Insurance Law.

There is greater job mobility.

A prolonged slump in the fund management
environment is leading to a wider selection in the
design of retirement benefit systems and a press-

ing need for the restructuring of such systems.
B ————

Overview of Pension Management Services

In its capacity as a provider of lead-manager services,
Mitsui Asset offers pension management services cover-
ing system and contract administration, actuarial calcula-
tions and maintenance of members and beneficiaries. As
of March 31, 2004, the Bank was entrusted with adminis-
tration of 1,396 tax-qualified pension funds, 190 employee
pension funds, and 40 defined benefit corporate pension
funds. Mitsui Asset is also actively engaged in services
for cash-balanced plans and defined contribution
pension plans.

Comprehensive Consulting Services

With such developments as the introduction of retire-
ment benefit accounting and the enactment of the
Defined Contribution Pension Law and the Defined

© Solutions to Pension Problems

Business Actions, Services

Present high-quality pension system management
services.

B Extend comprehensive advice on retirement
benefit systems.

Offer high-level risk hedging and administrative
tools, such as balance sheet-style pension asset-
liability management (ALM), cash balance plans

and combined defined contribution pension plans.
e ————————_——————

Benefit Corporate Pension Law, corporate executives are
prioritizing ways to hedge the risks connected with
retirement benefit obligations.

The diverse and complex issues involved in controlling
the risks on retirement benefit systems demand sweeping
measures covering a range of topics, from retirement
benefit obligations and the design of retirement benefit
schemes to asset management.

With extensive capabilities in regard to tax-qualified
pension plans and employee pension plan funds, Mitsui
Asset offers a full line of services that parallels a range of
topics on retirement benefit systems, from the introduc-
tion of such systems and respective maintenance, to fund
management and administration, and further to the cal-
culation of retirement benefit obligations and pension
ALM analysis.

(Balance Sheet)

Mirroring financial strategies I |

Early formation of reserves

Establishment of retirement
benefit trusts (pension assets)

e Hedge risks in pension asset management
and improve fund performance
(Manage structure and risk budgeting)

Strategies for each fund, each company I

e Estimate pension benefit obligation

[ Shrink pension benefit obligation
(Restructure retirement benefit scheme)

Match to personnel strategy I

O Improve projected accuracy in determining
pension benefit
(Enhance ability to plan <> Restrict fluctuations)

Mirroring financial strategiesl

m Pension system problems and asset administration problems are part of retirement benefit obligation problems.
m The formation of an investment policy and system design matched to personnel and financial strategies is indispensable.
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Mitsui Asset will continue to refine its talents in
the corporate pension business and undertake system
administration matched to the personnel and financial
strategies of its clients.

© Overall Control of Retirement Benefit System
Conduct consultations tracing Consolidate all components
back to source of problem respond with full-line services
Personnel strategy \
— el
Control of retirement
Financial strategy / \ Asset fzglrilca)?emeﬂl

benefit obligation

Expanding Marketing Structure, Consulting
Capabilities

Established Pension Research Center,

Consulting Department

Pension and retirement fund systems are on the brink

of major transformation, spurred by enactment of the
Defined Contribution Pension Law and the Defined Ben-
efit Corporate Pension Law, as well as upcoming revision
of the public pension system. Trust banks must therefore
polish their information and consulting functions to pro-
vide clients with required data and advice faster and
more accurately that ever before.

With this situation in mind, Mitsui Asset established
the Pension Research Center and the Consulting Depart-
ment in October 2003 to reinforce its ability to meet the
increasingly sophisticated needs of clients.

Pension Research Center

Purpose: To disseminate information on
pension finance, systems and asset
management.

Structure: Comprises in-house experts in pen-

sion systems and fund management.
Scope of activities: Engages in energetic public relations

and article writing as well as

publication of an online magazine.

Consulting Department

Purpose: To provide consultations on all
aspects of retirement benefit systems.
Structure: An independent department

specializing in consultations.

Scope of activities: Retirement benefit system consult-
ing, pension ALM, master record-
keeping services, transition
management.

Internet Pension Business Section
Mitsui Asset established the Internet Pension Business
Section in January 2004 to fine-tune its responses to

inquiries and requests from corporate pension fund
clients. The new section is staffed with personnel enor-
mously knowledgeable in pension services. They effec-
tively use information distribution services, such as the
Internet, in swiftly answering their respective clients’
needs. Through these efforts, the Internet Pension Busi-
ness Section solves problems of geographical and time
constraints that characterize the prevailing contact
method of office visits and thereby contributes to
enhanced convenience for clients.

Tackling Defined Contribution Pension Plans

Mitsui Asset has benefited from two actions originally
realized by Chuo Mitsui: the timely formation of an
in-house project team to focus on defined contribution
plans as well as the establishment of the Defined Contri-
bution Pension Plan Department, following the October
2001 enactment of the Defined Contribution Pension
Law. The project team and the department underscore
Mitsui Asset’s pioneer position in the provision of leading-
edge defined contribution pension plan services.

Mitsui Asset is working to build the all-encompassing
structure of a pension trust organization that offers a full
line of services, from verification of existing retirement
benefits systems and advice on the design and implemen-
tation of defined contribution pension plans to services
involving record-keeping, asset administration, fund
management products and investment education.

Through resourceful development of client-specific
schemes, including Japan’s first combined defined contri-
bution pension plan, Mitsui Asset has garnered a top-
class share of funds from a wide range of clients, from
big corporations to medium-sized businesses in all
industry sectors.

Mitsui Asset’s Pension Trust Products and Services
¢ Employee pension fund trusts
e Tax-qualified pension fund trusts
¢ National pension fund trusts
e Contract-style corporate pension plans
* Fund-style corporate pension plans
* Non-tax-qualified pension fund trusts
e Specified money trusts for pension plans
* Lead-manager services
Actuarial calculations
Participant/beneficiary management
Fund management underwriting
e Retirement benefit obligation accounting
* Retirement benefit trusts
¢ Financial accounting standards (FAS) accounting
* Pension ALM
e Designated pension actuary services
¢ Benefit-specific funds
¢ Defined contribution pension plan services
Administration management services
Asset administration
Participant training
Fund management products
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Financial Review

Operating Environment

The consolidated fiscal year ended March 31, 2004—
fiscal 2003—was characterized by a generally positive
mood not only in Japan but also overseas.

On the international economic front, business condi-
tions in the United States returned to recovery mode,
jumpstarted by lower taxes and other government mea-
sures. The stronger U.S. economy had an encouraging
effect on the European economy, which displayed signs
of improvement in the second half of the fiscal year. A
revitalizing atmosphere also permeated Asia, particularly
the People’s Republic of China, despite initial concern
over the impact of severe acute respiratory syndrome
(SARS) on economic growth.

At home, the rosy tones of gradual recovery that
tinged business conditions in fiscal 2002 deepened in
fiscal 2003. Exports were up, paralleling the positive
economic environment overseas. The trend toward better
corporate results became especially evident in the second
half of the term, with more companies becoming able to
increase capital investment. Meanwhile, household purse
strings, drawn tight for so long, finally loosened, leading
to a rise in consumer spending.

In the domestic finance industry, short-term interest
rates remained weak, mirroring the Bank of Japan’s per-

sistent efforts to quantitatively relax financial restrictions.

Long-term interest rates inched up, along with better
business conditions, after tumbling into the 0.4% range
in June 2003, and were back at around 1.4% by the end
of March 2004. The Nikkei Stock Average marked its
lowest point since the collapse of Japan’s economic
bubble with a level of 7,700 in April 2003, but
rebounded during the term and ended above 11,700 at
the end of the period. In the foreign exchange market,
the yen hovered in the 110 range against the U.S. dollar
in the first half of fiscal 2003 but began to appreciate in
the second half, settling around 105 as of March 2004.
In this economic and financial environment, the two
subsidiary trust banks under the Mitsui Trust Financial
Group umbrella worked aggressively to reinforce
profitability and improve business content. Chuo Mitsui
focused on trust and other financial services for
individuals and corporations as well as stock transfer

agency services and real estate operations, while Mitsui
Asset concentrated on pension and securities trust
businesses.

The Group undertook measures aimed at expanding
gross operating profit in a variety of fields and pursued
restructuring to enhance operating efficiency. Concerted
efforts were also directed toward streamlining the stock
portfolio and processing non-performing assets to raise
confidence in the Group from clients and the market as a
whole.

Consolidated Fiscal 2003 Performance

As of March 31, 2004, the balance of deposits was
¥9,116.0 billion, up 5.1%; loans and bills discounted fell
0.1%, to ¥7,189.9 billion; and securities grew 10.9%, to
¥3,585.9 billion.

Total assets stood at ¥12.7 trillion, up 2.2%. Total
shareholders’ equity soared 84.1%, to ¥463.3 billion,
primarily owing to net unrealized gains on available-for-
sale securities instead of the large net unrealized losses of
fiscal 2002.

On the profit-and-loss front, total income increased
9.3%, to ¥553.9 billion. Total expenses dropped 21.9%,
to ¥426.7 billion. As a result, Mitsui Trust Holdings and
its consolidated subsidiaries recorded income before
income taxes and minority interests of ¥127.2 billion,
compared with a loss before income taxes and minority
interests of ¥39.6 billion in fiscal 2002, net income of
¥50.7 billion, compared with a net loss of ¥96.7 billion
a year earlier, and net income per share of ¥55.54,
compared with a net loss per share of ¥125.31.

The consolidated capital adequacy ratio, calculated
according to domestic criteria, rebounded, hitting
10.14%, after falling to 7.50% a year earlier.

Segment Information

The trust banking business generated ordinary income of
¥471.7 billion and ordinary expenses of ¥369.7 billion,
leading to ordinary profit of ¥102.0 billion. Other
finance-related operations produced ordinary income of
¥72.4 billion and ordinary expenses of ¥60.8 billion, for
ordinary profit of ¥11.6 billion.



Cash Flows

Net cash used in operating activities amounted to ¥103.7
billion, down from ¥354.0 billion in fiscal 2002, reflect-
ing a net increase in payables under securities lending
transactions.

Net cash used in investing activities was ¥253.9 bil-
lion, up from ¥27.2 billion in fiscal 2002, largely owing
to an increase in purchases of securities.

Net cash used in financing activities came to ¥16.8
billion, down from ¥37.3 billion in fiscal 2002, primarily
due to payment of subordinated borrowings.

Cash and cash equivalents at the end of the year thus
stood at ¥457.5 billion, down from ¥832.0 billion a year
earlier.

Non-Consolidated Fiscal 2003 Performance

Total assets of Mitsui Trust Holdings settled at ¥874.3 bil-
lion, after accounting for investment in the equity and
corporate debentures of subsidiaries and loans to affili-
ates. Net assets per share came to ¥103.71, on total
shareholders’ equity of ¥522.9 billion.

Income before income taxes totaled ¥5.4 billion,
largely due to fees and commissions received from sub-
sidiaries and interest income on loans to subsidiaries. Net
income was ¥5.3 billion, for basic net income per share
of common stock of ¥0.07.

Dividends

Reflecting its public duty as a financial institution, Mitsui
Trust Holdings adheres to a basic policy on dividends
that is underscored by an unwavering perspective on
sound management. Therefore, the Company strives to
expand retained earnings while paying stable dividends
to shareholders.

The Company resumed payment of dividends on
common stock at ¥2.50 per share in fiscal 2003, after a
break in fiscal 2002. Dividends on preferred stock were
as follows: ¥40.00 per share for class I preferred; ¥14.40
for class II preferred; and ¥20.00 per share for class III
preferred.
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Risk Management System

Mitsui Trust Financial Group Risk
Management System

Basic Risk Management Policies

Progress in financial liberalization and internationaliza-
tion, as well as advances in information technology, has
accorded financial institutions greater opportunities for
business expansion. These opportunities, however, have
been tempered by risks that are more diverse and more
complex than ever before.

Fully aware of the social responsibility and public
mission that is incumbent upon a financial institution,
Mitsui Trust Financial Group has established basic risk
management policies that allow the Group to assume risk
only within its strategic objectives and risk-hedging capa-
bilities, based on suitable risk management, and that lead
to higher profits.

Function of Mitsui Trust Holdings

One of the most vital functions carried out by Mitsui
Trust Holdings, in its capacity as a holding company, is
its supervision of risk management and internal control
for Mitsui Trust Financial Group. The Board of Directors

at Mitsui Trust Holdings formulated Rules for Risk
Management and established the basic agenda for risk
management activities within the Group.

As described in the following sections, the subsidiary
trust banks under the holding company umbrella each
undertake appropriate risk management geared to their
respective risk conditions, while Mitsui Trust Holdings
monitors risk management efforts within the Group and
guides subsidiary trust banks in, for example, deriving
suitable returns and revising risk management systems.
The Company also formulates compliance policy for the
Group, establishes, revises or abolishes basic rules for
each subsidiary trust bank, instructs the banks to imple-
ment necessary compliance-related changes and tracks
the status of compliance management and execution.

Internal audits are executed at each subsidiary trust
bank, and a system is in place for Mitsui Trust Holdings
to issue essential instructions, based on reports from the
banks regarding audit results, the status of improvements
and other data. When necessary, the Company will act
directly or in cooperation with the banks to conduct
audits on matters that have an impact on the operations
of the Group as a whole.

© Outline of Mitsui Trust Holdings’ Risk Management and Compliance Structure

i 4& Board of
Board of Directors Corporate
: : " " " Audit
Formulation of basic Group policy * Set agenda for discussion uattors
Supervision and instruction Reports Corporate
- Audits Auditors
Management Meeting I<—
Supervision and instruction * Set agenda for discussion Reports
Reports N Internal Audit
B ) B Internal audits
Internal Risk Control Dept. (Supervisory Unit) R ZECEEE PR L L C PR E TR Dept.

Supervision, instruction and inspections
concerning basic Group policy  J

Discussion and reports

[
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Chuo Mitsui I

Mitsui Asset

Chuo Mitsui Risk Management System

Risk Management Structure

The Board of Directors at Chuo Mitsui drafted Rules for
Risk Management, based on the risk management direc-
tion outlined by Mitsui Trust Holdings. These rules set
out the Bank’s fundamental policy on risk management,
including the types of risk requiring attention, the

techniques applied to hedge risk, and the structure and
authority for risk control. They also detail the content of
specific standards and regulations in each area.

Chuo Mitsui has identified four primary risk catego-
ries: credit risk, market risk, liquidity risk and opera-
tional risks, which include system risk and legal risk as
well as procedural risk. The Corporate Risk Management
Department supervises all risk management efforts, but



individual departments are assigned to each risk category
for strict control of the risks specific to each area. The
Bank also seeks to effectively contain other risks, such as
reputational risk.

On the organizational front, the Internal Control
Executive Committee, which falls under the authority of
the Board of Directors, undertakes a variety of activities,
including discussions about risk management policies
prior to implementation and the determination of risk sta-
tus. The Business Administration Executive Committee,
also responsible to the Board of Directors, works toward a
healthier business foundation by identifying bankwide
risk and considering overall business administration.

In addition, the Corporate Risk Management Depart-
ment, which monitors all risk at the Bank, supervises
internal controls and risk management activities and
serves as the secretariat for the Board of Directors and the
Internal Control Executive Committee. This department
also engages in controls and analysis related to asset—
liability management (ALM).

Credit Risk Management

Credit risk is the potential for the value of assets, includ-
ing off-balance-sheet assets, to shrink or disappear
altogether in the event a borrower’s financial conditions
deteriorate and thereby burden a financial institution
with losses. Chuo Mitsui strives to maintain asset quality
and avert the unpredictable development of non-
performing assets by strengthening its credit risk man-
agement capabilities. The Bank utilizes the following
systems and processes.

Basic Policy

Chuo Mitsui drafted Rules for Credit Risk Management
for blanket control of the credit risk that influences
several credit-related business, including loans, market
transactions and off-balance-sheet trading. The Bank also
designated the Loan Planning Department as the supervi-
sory unit for all credit risk, including that shouldered by
consolidated subsidiaries. This department keeps close
contact with credit-related departments and consistently
works to sustain and further reinforce credit risk
capabilities.

Management Techniques
Chuo Mitsui performs a review of all corporate
borrowers using a 13-level credit rating system pegged to

self-assessments. The credit ratings thus determined are
used to quantify credit risk in internal credit-risk models
and evaluations of corporate borrowers.

Based on management direction, the goal of keeping
risk within net worth and other guidelines, Chuo Mitsui
works within a total credit risk amount established as the
upper limit of credit risk assumed by the Bank. The Cor-
porate Risk Management Department monitors the
Bank’s risk status on a monthly basis. In addition, rules
are applied to eliminate credit concentration, thereby
removing any excess concentration of credit extended to
borrowers in specific industries or corporate groups.
Credit status is checked each month by the Loan
Planning Department.

The Loan Planning Department also tracks credit risk
amounts and credit balances by industry and credit
rating, and provides upper management with regular
updates on portfolio status.

From the standpoint of securing an appropriate level
of return on investments, Chuo Mitsui strives to generate
higher profits on its lending activities. To this end, the
Bank established an index spread, which corresponds to
the respective degree of risk inherent in each transaction,
including the duration of credit and the level of borrower
integrity, based on the credit rating assigned to each
borrower.

Strict Transaction Control

Credit Supervision departments I and II, which function
independently from business promotion departments,
carefully monitor and control the credit risk on each
transaction under respective departmental authority. A
multifaceted perspective is applied, one that stresses fund
application, repayment capability and cash flow, as well
as collateral status and corporate client profitability. For
major loan assessments, the advisability of lending
arrangements is presented to the Credit Appraisal Com-
mittee, where each transaction and the primary objec-
tives of the loan are discussed at the executive level.

Mid-Level Controls through Self-Assessment

With regard to securing quality assets, Chuo Mitsui
performs a two-stage self-assessment based on Rules for
Self-Assessment. In the first stage, staffed branches, for
example, conduct their own evaluations, and in the
second stage credit supervision departments execute
inspections. Self-assessment not only forms the

41



42

foundation of accurate financial statements but also func-
tions as a mid-level management tool to swiftly pinpoint
borrower-specific problems. When a borrower’s credit is
in question, the Bank implements strict controls under
the guidance of the Credit Management Department,
based on Rules for Non-Performing Assets.

Independent Unit Facilitates Double-Check System

The Internal Audit Department is separate from business
and accounting departments and independently confirms
the status of credit controls, asset assessments, and write-
offs and related reserves. This department checks that
credit risk management is being properly executed by
auditing credit risk management conditions, including
the credit rating system, and by verifying the appropriate-
ness of write-offs and reserves as well as the accuracy of
credit risk management activities through, for example,
an examination of the process and the results of self-
assessments. The department submits reports on the
results of its audits to the Board of Directors.

Improving Basic Supervisory Capabilities

The processes outlined above allow Chuo Mitsui to take
credit risk management to a higher level. To raise the pre-
cision of first-stage assessments, which are undertaken
on a daily basis, the Bank regularly puts loan officers
from staffed branches through graded training. The Bank
also organizes analytical seminars for credit-related
departments to foster insight into the causes of bankrupt-
cies and delayed payments that turn loans into non-
performing assets. The results of analyses are applied to
lending operations.

Market Risk Management

Market risk is the possibility that the value of assets and
liabilities will fluctuate with changing interest rates, for-
eign exchange rates, the price of marketable securities,
and other market factors, and thereby cause losses.

Market Risk Management Structure

Front offices execute market-related transactions, while
back offices confirm the content of these transactions,
and middle offices control market risk. Each office
category is independent of the others, creating a cross-
check structure. At Chuo Mitsui, the Corporate Risk
Management Department functions as a bankwide
middle office, monitoring all market risks and providing

daily reports to management. This department is also
responsible for preparing proposals and supervising
market analysis operations that improve market risk
management skills at the Bank.

Management Techniques

The method used by Chuo Mitsui to measure market risk
utilizes Value at Risk (VaR), which assumes the maxi-
mum amount exposed to potential loss is 1% of the total.
VaR is calculated using the Monte Carlo simulation tech-
nique, which is based on an analysis of major historical
market data.

At Chuo Mitsui, total market risk is contained within
a boundary defined by the Bank’ risk-hedging capabili-
ties. The Corporate Risk Management Department con-
trols market risk by ensuring that overall risk levels
remain within established parameters and by sending
reports to the assigned director on a daily basis.

The measure of market risk is comprehensive, cover-
ing foreign exchange, interest rates and other trading
business transactions as well as the market risks that
impact on crossholdings, bond portfolios and other
banking business investments.

The Bank maintains a structure that averts potential
risk before it becomes obvious. Alarm points and loss
limits have been set to prevent the expansion of losses
following a bad turn in market trading, and the Corporate
Risk Management Department tracks profits and losses.

Cementing its position on strict risk-controlling prac-
tices, Chuo Mitsui also executes stress tests, which
assume radical price swings that have actually occurred
in the market over the past 14 years, and uses the results
as a guideline for establishing risk limits. As a supple-
mentary measure, the Bank performs back tests, which
compare VaR against actual losses, to ascertain the
validity of VaR-based risk measurements.

An example of back testing on trading transactions
follows.

VaR trading transactions in fiscal 2003 moved within
a range of roughly ¥20 million to ¥280 million, and out
of 248 business days, daily losses exceeded the VaR on
two occasions. The Bank’s VaR assumes a loss of 1%, and
the results for fiscal 2003 show that the Bank’s VaR
calculation model is sufficiently accurate to predict
market risk.



Comparison of VaR and Actual Profit/Loss
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Liquidity Risk Management

Liquidity risk is twofold. In a cash flow sense, liquidity
risk bears the potential for losses when a financial insti-
tution is unable to secure necessary funds, due to a poor
financial position, or when a financial institution is
forced to acquire funds at blatantly higher interest rates
than usual. In a market sense, liquidity risk may precipi-
tate losses when market turmoil impedes a financial
institution’ ability to complete transactions, or compels
a financial institution to fulfill transactions at prices
noticeably more disadvantageous than usual.

On the cash flow front, Chuo Mitsui establishes
guidelines, particularly for cash gaps, and monitors
adherence to these standards to control liquidity risk.
The Bank also facilitates flexible, bankwide responses
through the preparation of contingency plans, which
orchestrate measures to be invoked in times of emer-
gency. The Bank further ensures the accurate identifica-
tion of cash flow risk conditions by allowing the
Corporate Risk Management Department to handle risk
management for the Treasury Department, which is
responsible for controlling cash flow risk.

On the market front, trading amounts are assigned for

each type of transaction, based on such factors as market
scale and the Bank strategic objectives. The Corporate
Risk Management Department monitors compliance
conditions to keep amounts within the assigned limits.

ALM Structure and Administration

Diversification and further sophistication of financial
products, mirrored by financial liberalization and inter-
nationalization, have prompted greater complexity in the
balance-sheet composition of financial institutions year
after year. The introduction of current-value accounting
has heightened the already complicated impact of fluctu-
ating interest rates, foreign exchange rates, stock prices
and other influences on profitability and other perfor-
mance indicators. The new accounting standard under-
lines the vital importance of ensuring steadily higher
returns while controlling risks through appropriate ALM
administration.

Chuo Mitsui works to pinpoint and analyze risks
through VaR, basis point value and other ALM tech-
niques for both on-balance-sheet and off-balance-sheet
transactions, including bankwide deposits, derivatives
and marketable securities. This effort contributes to more
efficient management of balance-sheet risks.

The Business Administration Executive Committee
meets regularly to discuss risk management policy for
market transactions, especially bonds, based on analyti-
cal results of the application and procurement of deposits
and loans, and of risk conditions. The committee strives
to promote flexible management geared to market trends.

Operational Risk Management

Operational risk is the danger of losses arising from inad-
equate or failed internal processes, inappropriate actions
by staff, and unacceptable use or malfunction of in-house
systems, as well as external incidents that adversely
impact operations. This risk category includes procedural
risk, system risk and legal risk, which are explained in
subsections below.

Chuo Mitsui applies two methods to restrict opera-
tional risk. First, the Bank formulates suitable rules to
preclude potential risks and ensures compliance of these
rules. Second, the Bank clarifies ways to tackle risk—
should it emerge—and maintains a system for monitor-
ing and reporting the appearance of risk. The Corporate
Risk Management Department establishes bankwide
rules and ensures suitable risk management activities.
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The Basel Committee on Banking Supervision, at the
Bank for International Settlements, is refining rules for
implementation in December 2006 that will include a
capital requirement for operational risk. Focusing on a
response to this anticipated requirement, Chuo Mitsui is
building a framework for evaluating and analyzing the
status of risk management efforts, based on operational
risk conditions in each area of business, and is preparing
a more effective risk management structure through such
means as the collection and storage of loss data.

Procedural Risk
Procedural risk is the danger of losses arising from an
accident, management error or dishonest actions by
executives or staff. The scope of Chuo Mitsui’s operations
goes beyond regular banking operations and encom-
passes a range of businesses that includes real estate busi-
ness and stock transfer agency services. Consequently,
the Operations Administration Department and each
operating department are required to ascertain, control
and terminate operational risks in each business area.
Chuo Mitsui has introduced a procedural risk struc-
ture that prevents the use of the Bank’s accounts for the
purpose of money laundering and facilitates timely and
suitable responses to any dishonest application of its
accounts. The Bank also undertakes proper control mea-
sures, including periodic verification of business execu-
tion capabilities and the risk management structure.

System Risk

System risk carries the potential for losses caused by a
system failure, such as a computer crash or incorrect
operation of electronic equipment, by illegal access to the
Bank’s computers, and by the destruction or unautho-
rized disclosure of privileged information. Advances in
information technology have made computer systems
increasingly indispensable in the provision of high-level
services, but this progress has heightened the importance
of appropriately controlling such risk.

Chuo Mitsui has established rules and structures in
various regulations, including Rules for Protecting Infor-
mation Assets, which outline measures for properly
handling and protecting systems and information.

The Bank maintains a backup center and has formu-
lated various methods to safeguard its systems against
breakdowns and interruptions caused by natural disas-
ters. Efforts include storing important data at a secondary

location, installing duplicate communication lines, and
ensuring a constant flow of electricity to the computer
center with an on-site power facility. Contingency plans
and other precautionary measures are also in place to
facilitate swift and accurate responses in the event of a
catastrophe. Drills are run on a regular basis.

Chuo Mitsui makes some of its financial services
available through the Internet and therefore utilizes
firewalls and other high-level network technologies, such
as encryption, to block unauthorized access to in-house
systems from outside.

Legal Risk

Legal risk can precipitate losses if the legal aspects of
transactions cannot be settled or if legal compliance is
insufficient. Chuo Mitsui’s legal risk structure hinges on
the Legal Department, which is designated as the super-
visory unit for managing legal risk and ensuring that
laws and other mandatory controls are upheld.

Chuo Mitsui relies on the Legal Department to clarify
reporting and processing rules for dealing with complaints
and incidents, and utilizes the department’s inspections to
eliminate legal risk. The Bank also strives to foster a cor-
porate atmosphere conducive to compliance and under-
takes various measures to this end, including distribution
of a compliance manual to directors and regular staff.

Other Risks
Reputational risk is the possibility that unfavorable
evaluations will contribute to losses. To mitigate such
risk, Chuo Mitsui is reinforcing the transparency of its
operations with better investor relations activities,
including information meetings and aggressive disclosure
through the production and distribution of various
documents that update investors with pertinent news.
The Bank has also established conduits for two-way
communication, at branch counters and through the Cus-
tomer Service Office, that enable clients to voice griev-
ances and obtain suitable responses. These efforts lead to
enhanced services and greater confidence in the Bank.

Internal Auditing

The Internal Audit Department, which is independent of
actual operating departments, undertakes internal audits
to verify the suitability and effectiveness of risk manage-
ment activities at all relevant head office departments,
staffed branches and subsidiaries.



The results of internal audits are reported to the Board
of Directors and the Internal Control Executive Council

on a regular basis. In addition, a system is in place for

instructing an operating unit to implement corrective
measures, should problems appear in the internal control
structure of that unit.
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Mitsui Asset Risk Management System

Risk Management Structure

As a trust bank specializing in pension and securities
trust businesses, Mitsui Asset follows a basic policy that
emphasizes appropriate control of risk and suitable
returns commensurate with inherent risk, based on the
risk management direction outlined by Mitsui Trust
Holdings.

Mitsui Asset’s operations center on trust asset manage-
ment and administration and pension and securities trust
businesses. The Bank is duly aware of its obligations and
responsibilities as a trustee and executes risk manage-
ment reflecting the size and characteristics of each risk.

Rules for Risk Management, drafted by the Board of
Directors, establishes the Bank’s fundamental policy on
risk management, including the types of risk requiring
attention, the techniques applied to hedge risk, and con-
trol and administration structures, and details the content

of specific standards and regulations in each area.

On the organizational front, the Executive Council,
which falls under the authority of the Board of Directors,
discusses risk management policies prior to implementa-
tion, determines the status of all risks and works toward
a healthier business foundation.

The Business Administration Department supervises
all risk management efforts, but individual departments
are assigned to each risk category for strict control of the
risks specific to each area.

Risk Management Status
Mitsui Asset is working to establish and perfect a risk
management structure that conforms to the risk manage-
ment structure of Chuo Mitsui while reflecting the
characteristics of the Bank’s own operations. This struc-
ture also highlights operational risks, including system
risk, legal risk and procedural risk.

In regard to credit risk, market risk and liquidity risk,
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the Bank’s policy is, in principle, to refrain from lending
and other related operations and thereby keep risk
contained. The extent of risk management activities
therefore mirrors this limited exposure.

Mitsui Asset seeks to effectively contain other risks,
such as reputational risk.

The burden of credit risk, market risk and liquidity
risk management for the Bank’s core trust businesses
essentially lies with the beneficiaries. The Bank, however,
takes the view that a trustee should accept a certain
degree of responsibility and therefore carries out
adequate risk management.

Trust operations are divided broadly into two catego-
ries: designated trusts, which are trusts for which the
Bank, in its capacity as trustee, holds discretionary rights
for the management of assets, and specified trusts, for
which the Bank does not hold such rights. Risk manage-
ment is conducted for each category.

For designated trusts, Mitsui Asset manages entrusted
funds in accordance with contract conditions, such as
designated investment targets and preferred asset compo-
sition. The Bank also sets clear internal standards for
exercising discretionary rights granted by clients and
manages respective assets within these established
parameters.

For specified trusts, the Bank conducts a trustee
examination, similar to that for designated trusts, at the
time a new contract is formed. The compatibility of the

request to the Bank’s capabilities is confirmed and
procedural strategy is checked.

Auditing and Inspection

At Mitsui Asset, the Internal Audit Department, which is
independent of actual operating departments, undertakes
internal audits of all relevant head office and main
branch departments as well as staffed branches, and veri-
fies the suitability and effectiveness of such aspects as the
internal control structure.

The results of internal audits are reported to the Board
of Directors and the Executive Council. In addition, a
system is in place for instructing a relevant operating
unit to implement corrective measures, should problems
appear in the internal control structure or other pertinent
system of that unit.

Mitsui Asset executes accounting audits based on the
Commercial Code through auditing corporations. The
Bank also undergoes external audits to validate the effec-
tiveness of its internal control structure, along with state-
ment audits on pension operations according to the
Japanese version of the Statement on Auditing Standards
and inspections on the status of conformity to the invest-
ment performance standard of the Security Analysts
Association of Japan.

These efforts substantiate the Bank’s commitment to
making internal controls more sophisticated and earning
greater client confidence.

@ Outline of Mitsui Asset’s Risk Management and Compliance Structure
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Compliance

Mitsui Trust Financial Group Perspective

Trust banks accept funds from people and organizations
and in turn facilitate a steady flow of funds for various
financial purposes that ultimately benefit the economy.
Striving to demonstrate their trust function in satisfying
the diverse needs of the people, trust banks assume a
public mission and a social responsibility to contribute to
the development of the national economy.

Unfolding liberalization, deregulation and other
finance-related developments, however, require all
financial institutions to uphold the principle of self-
responsibility in conducting business. Consequently,
efforts to comply with prevailing laws and ordinances
and establish a structure that ensures compliance have
assumed paramount importance.

Against this backdrop, financial institutions are
expected to operate as private corporations, with their
social obligations and public missions evolving onto a
higher plane. Fulfillment of this dual designation is a
vital prerequisite in securing the unwavering trust of
clients and society as a whole.

Sound and appropriate management is indispensable
in the effort to sustain and further elevate the level of
trust accorded to us by the market. Such management
status is grounded in the principle of self-responsibility,
which demands rigorous self-discipline. From this per-
spective, compliance is one of the most important man-
agement issues at Mitsui Trust Financial Group and one
that the Group will continue to uphold.

Strictly speaking, compliance means rigid observance
of laws and ordinances, but a broader perspective
embraces social criteria as well. For the Group, trust is
its biggest asset. Therefore, achieving compliance is a
foregone conclusion, and executives and employees alike
must conscientiously incorporate compliance into their
daily routines.

Compliance at Mitsui Trust Holdings

The Internal Risk Control Department is the supervisory
unit for compliance at Mitsui Trust Holdings. The depart-
ment promotes various measures to ascertain compliance

status for Mitsui Trust Financial Group. These measures
include the establishment of a reporting structure and the
preparation of Rules of Compliance, which set forth a
basic policy on busi