
 A very good morning to you all. I am Tetsuo Ohkubo from SuMi TRUST Holdings.

 Thank you very much for attending this briefing session today. 





 Page 1 shows the four key points I would like to discuss today. 

 First, a summary of earnings for the first half of fiscal 2019. We have achieved steady 
growth with both net business profit before credit costs and net income attributable to 
owners of the parent increasing year on year, exceeding our forecasts. 

 Second, the details of our first-half earnings. Effective net interest income and related  Seco d, t e deta s o ou st a ea gs ect e et te est co e a d e ated
profit and net fees and commissions and related profit have both increased YoY.

 In addition, we sense that we have made progress on diversifying our sources of revenue 
with growth in non-interest income through transactions with corporate clients. 

 The third key point is our retail business. As we enter an age of  “100-Year Life”, an age 
where more people are likely to live to 100, the needs of each generation are diversifying.  p p y , g y g
We intend to further develop and enhance our business model in order to address those 
needs more meticulously. 

 And our fourth key point is how we are preparing for downside risks. We plan to 
strengthen our preparedness for the emergence of risks up ahead, considering the 
increasing uncertainty including macro environment. 

 Please take a look at page 3. 





 I will not go into much detail about our results, assuming you have all reviewed the 
numbers, but good progress was made on net business profit and net income, with 
achievements of 53% and 59% versus the full year budgets respectively.

 Even though the fee income ratio has declined mainly due to the technical factor of 
removing JTSB from the scope of consolidation, we saw a growth in non-interest income 
in categories other than fees. Therefore, the overall non-interest income is growing. 

We are keeping our full-fiscal 2019 forecasts for both net business profit and net income 
unchanged since we expect investment trust and insurance sales to remain weak in 
addition to the considerable uncertainties surrounding the interest rate environment and 
stock prices. 

 Please skip ahead to page 9.













Here is a list of our 5 initiatives for the second half of fiscal 2019.

 I will discuss the key points to each initiative. 

 Please take a look at page 11. 





 In investment management consulting, we have generated stable income with overall 
AUM increasing with contributions from DC sales despite the decline in sales of 
investment trusts, fund wrap products, and insurance to retail clients. 

 In light of the increasingly diversifying needs of each generation, we believe that paying 
attention to the detailed needs of our clients when offering investment management 
services to individuals will be of utmost importance. 

 I will discuss this later when I talk about the retail business.

Please take a look at page 12.



Moving on to our asset management business. 

 AUM for the Group’s two asset management companies now stands at ¥96 trillion.

Due in part to Nikko Asset management’s timely introduction of thematic funds and 
successful measures in growing Sumitomo Mitsui Trust Asset Management’s distributorsuccessful measures in growing Sumitomo Mitsui Trust Asset Management s distributor 
base, our two asset management firms were ranked first and second in the industry in 
terms of net subscriptions for publicly offered investment trusts in the first half.  And AUM 
in publicly offered investment trusts for both companies combined at the end of 
September was the highest in the industry for the first time. 

 Please skip ahead one page to page 14.p p g p g





Next on our real estate business. 

 First-half profits in the real estate brokerage business for both corporate and individual 
client transactions achieved the highest track record since management integration. 

Regarding commercial properties while large property transactions contributedRegarding commercial properties, while large property transactions contributed 
considerably, we boosted earnings by accurately identifying the timing and needs of 
clients in transactions such as those with mid-sized real estate companies, cross-border 
deals, as well as deals to support companies in streamlining their balance sheets.

Our information platform is also expanding through successful efforts in strengthening 
alliances with regional financial institutions. g

 I am sensing sure results starting to materialize in various areas including the retail 
business space from measures where have sown the seeds and have been developing 
to date. Details are available on the next page. 

 Please take a look at page 15 Please take a look at page 15. 



 As illustrated in the bottom right graph, we are also stepping up our efforts in real estate 
with a focus on sustainability. 

We offer consulting to clients on property environmental performance certification and 
are leading the industry with a cumulative market share of 50% in the number of 
certification application support cases that lead to government subsidy payments. 

 In addition to helping enhance the value of company-owned properties, more and more 
transactions that begin with consulting are leading to real estate brokerage through 
reviews of new asset structures. 

 Please take a look at page 16.p g



 Turning now to our wholesale asset management business. 

 AUM for financial and non-profit organizations has increased by 28% in the last two 
years, while gross profit in related businesses of providing services and products has 
grown by 36%. 

With regard to the nature of this business with our regional financial institution clients, 
offerings of comprehensive services are increasing as compared to previous deal-by-deal 
offerings. 

More specifically, based on the stronger relationship developed through providing overall 
portfolio consulting and risk management support, we pursue other opportunities to work p g g pp , p pp
together. One example of further deepening the win-win relationship will be where we 
leverage our expertize in supporting regional financial institutions to enter trust 
businesses. 

 Please take a look at page 17. 



Moving on to our stock transfer agency services business.

 This business is expanding into areas of higher added value from its traditional domain of 
administrative services. 

 For example we leverage our largest in the industry client base to conduct Japan’s For example, we leverage our largest-in-the-industry client base to conduct Japan s 
biggest corporate governance and executive remuneration surveys, and provide 
information with high added value. 

 In our feedback to the participating companies, we highlight the companies’ corporate 
governance issues and propose solutions. These activities are also helping generate 
revenue from consulting. g

 Please take a look at page 19. 





 I will from here, touch upon the evolution and enhancement of our retail business model. 

 In the age of “100-Year Life” where people live for 100 years, we believe the needs of 
each generation will only diversify further as people embrace different lifestyles. 

 For example) some senior clients may place importance on passing their assets to their For example), some senior clients may place importance on passing their assets to their 
children or grandchildren, while others that are alone, or just husband and wife may have 
needs such as being fully prepared to have enough for his or her future.

 Therefore, we are working to thoroughly capture and understand the varying needs of 
each generation and each client to offer in-depth solutions that pay attention to details by 
fully utilizing the capabilities true only to a trust bank group. y g p y g p

Considering that the society is constantly changing, we hope to push ahead with the 
necessary measures without waiting to incorporate them into our next medium-term 
business plan.

 Please take a look at page 20 Please take a look at page 20.



 There is a growing need for people in the asset building phase of their lives, mainly aged 
30’s and 40’s to solidly accumulate their assets for the future from an early stage. 

We, SuMi TRUST plan to first address this need by drawing on our longstanding 
strengths in designing and managing pension schemes to further expand DC plans that 
enable stable and continuous asset building. 

 The DC market is steadily growing and we lead the way with a market share of 21% 
based on our 1.48 million DC plan participants. 

We are known for providing quality investment education to the DC participants and as 
shown on the top right graph, 71% of their funds is invested in investment trusts. p g g p ,

 Accordingly, total AUM in DC investment trusts across our Group’s two asset 
management companies is the highest in the industry at some ¥1.3 trillion and we expect 
this to continue growing in step with the DC market growth.

 Please take a look at page 21 Please take a look at page 21.



Alongside DC pensions, we also actively support mid-long term asset building with 
products like instalment type investment trusts and level premium insurance products. 

We are the No.1 industry leader in value for mortgage loans executed, which serves as 
an important contact point with quality clients in the asset building stage of their lives. 
And as illustrated in the bottom-right, this is leading to additional businesses with them 
such as sales of savings type investment trusts or opening of NISA accounts. 

Please take a look at page 22.



People approaching retirement or recently retired, mainly in the age of 50’s and 60’s,  are 
not only thinking about managing their own assets for the future, but are also the 
generation that are key decision-makers for issues surrounding their parents or children.

We believe this is exactly the generation where SuMi TRUST’s comprehensive consulting 
capabilities that capture the client needs crossing over one generation to the next can 
show its worth. 

As illustrated in the top left graph, AUM for managing clients’ retirement money is growing 
steadily. Investment product sales is also showing a rising trend through consulting 
services we offer after they entrust the retirement money with us.

We will continue to meet client needs through our total solution based offerings such as 
providing inter-generational solutions that include inheritances from parents or the 
transfer of assets to children as well as consulting on non-financial assets such as real 
estate.

Please skip ahead one page to page 24.





Since the senior aged generation is faced with heightening risks of dementia and nursing 
care, asset management will be key for them to “safe guard, have easy access for use, 
and pass on smoothly their valuable assets to the next generation”. 

We aim to respond to such diverse needs of seniors with various products that are 
unique to SuMi TRUST and offer new and fine-tuned services up ahead.

Asset management products related businesses are growing steadily and we specifically 
pride a dominant market share in the Guardianship Assistance Trusts area. 

Furthermore, we have always endeavored to provide intimate and helpful consulting to 
seniors.  An example of this is encouraging all employees at our retail branch offices to p g g p y
be certified as a “Dementia Supporter”  to better support our senior clients. 

Please take a look at page 25.



These are our asset succession services centering on inheritance. 

The number of Will Trust accounts and executions are steadily increasing, which in turn 
is leading to additional businesses originating from inheritance matters. 

As shown in the bottom left we are responding to this growing demand by increasing ourAs shown in the bottom-left, we are responding to this growing demand by increasing our 
variety of will products and making them more accessible.

Please take a look at page 26.



 In efforts to respond meticulously to the varying needs of all client categories, we are 
enhancing our face-to-face consulting capabilities not only for the senior clientele, but 
also for clients that are or soon to be retired as well as the generation still in the work 
force that include those in the asset building stage of their lives. 

For instance, it is difficult for the generations still in the work force to visit our branches on 
weekdays, the majority of clients that visit our branches over the weekend or on public 
holidays often have a clear idea of what they want and therefore the contract conclusion 
rate for investment management products tend to be high. 

For this reason, from the second half onwards, we are planning to nearly double our 
weekend and public holiday operating hours of our branches, with the goal of also 
doubling the number of times we interact with clientsdoubling the number of times we interact with clients. 

Please take a look at page 27.



 In addition to meeting the needs of each generation, we will strengthen our initiatives for 
the ultra high net worth clientele,  an area we have thus far failed to properly exploit, 
through our alliance with the UBS Group. 

Assets of the affluent with net financial assets of ¥500 million and over account for 5.5% 
of the total assets in Japan but are only 0.2% of the total number of households. 

Accordingly, how we get the access to this market and increase the number of wealth 
management clients from this limited pool will be critical to developing this area of 
business. 

There is not much overlap between SuMi TRUST Group and the UBS Group’s client 
base in terms of client asset size and degree of the clients’ risk tolerance. Further, the 
areas of service offering expertise are also different.g p

We believe alliance between the two groups will enable us to provide a wide array of 
products and services to even more wealth management clients and will also boost our 
presence in this market.

As illustrated on page 28, the first stage of this alliance will involve the start of sales 
activities this fiscal year through a marketing joint venture company. Under the alliance y g g j p y
scheme, new clients will, in principle, be referred to the SuMi TRUST Group and then 
services of both groups will be offered.



Please take a look at page 29. 



 I would now like to turn to our credit business. 

While we maintain the balance of our credit portfolio at around ¥30 trillion, we will 
continue to implement measures to enhance its profitability and efficiency. 

Please take a look at page 30Please take a look at page 30.



Although we are continuing to shift our corporate client loans toward product related 
loans, we are being selective, placing importance on safety, focusing mainly on loans 
with higher liquidity or those that are collateralized.

Please take a look at page 31.



This product shift is steadily contributing to our earnings growth. 

As observed in the bottom-left graph, the overall spread for our foreign currency-
denominated portfolio improved by 24 basis points in three and a half years owing to 
improved spreads in product related loans and improved profitability on corporate loans. 

Plus, by strengthening our product related loans, we are now seeing an increase in 
businesses other than interest income such as advisory and arrangement services, 
foreign currency, and derivatives. 

Please take a look at page 34.







Here, I would like share some specific examples of our digital strategy. 

We are currently conducting a PoC test of platform businesses in domains such as 
inheritance and real estate where information is highly specific. 

Our goal is to create new information driven businesses rather than simply streamliningOur goal is to create new information-driven businesses rather than simply streamlining 
or replacing any of our existing businesses.  

Please take a look at page 35.



Now a look at our OHR. 

OHR is improving owing to an increase in gross profit. 

That said, we have plans to increase our strategic investment in cloud and other 
systems Therefore expenses will naturally increase even during the next medium termsystems. Therefore, expenses will naturally increase even during the next medium-term 
plan. 

Accordingly, we plan to raise the level of control on personnel and non-personnel costs. 

Please take a look at page 36.



Now I would like to discuss our current initiatives regarding efficiency. 

As of October, we achieved ahead of schedule, 96% of our target to reduce head office 
staff by 10% this fiscal year. 

We also expect to reduce branch administrative work by 40% this fiscal year and furtherWe also expect to reduce branch administrative work by 40% this fiscal year, and further 
extend the reduction to 70% by fiscal 2021. 

Please take a look at page 37.



Now a few words about preparing for risks. 

Firstly, we maintain a hedge ratio of around 80% for strategic shareholdings. 

Progress on reducing strategic shareholdings saw delays in the first half. 

Negotiations on reducing these shareholdings are taking more time than before, mainly 
due to discussions and preparations regarding capital policies and shareholder structures 
taking place on our client company side. Still, we will continue to tenaciously engage in 
dialogue with the clients and even more solidly make efforts going forward.

Pl t k l k t 38Please take a look at page 38.



We continue to be cautious in taking US interest rate risk. 

The majority of first-half earnings in our Global Markets Business came from client 
services and our transition to a business model that is more resilient to the impact of 
unstable market fluctuations is seeing much progress. 

Please take a look at page 40.





We took advantage of widening spreads and invested nearly ¥1.3 billion in CLOs in the 
first half, but we continue to maintain a cautious stance on credit ratings and 
subordinated cushions, and a large percentage of that first-half increase are tied to long-
term funding such as five-year CCS, in an effort to eliminate foreign currency liquidity risk 
to the extent possible. 

We also have no plans for the time being to further significantly increase this investment 
balance. 

Please take a look at page 41.



Our leveraged loan balance remains unchanged from March end. 

As you may observe, roughly 90% of the loans in our portfolio have a so-called rating of 
4B or higher. 

Our weighted average rating factor and leverage ratio also indicate that assets in ourOur weighted average rating factor and leverage ratio also indicate that assets in our 
portfolio are of higher-quality and diversified across smaller exposures compared to the 
market average. 

We continue to employ a conservative approach to keep risks limited even when market 
conditions deteriorate. 

Please take a look at page 43.





No major changes have been made to our capital policy. 

After having carried out a share buyback in May, we expect to achieve a total payout ratio 
of 40% within this fiscal year. 

We intend to communicate the details of our future capital policy next May as we areWe intend to communicate the details of our future capital policy next May as we are 
currently deliberating this topic as part of the next medium-term plan development 
process. 

Please skip ahead to page 47.









 I would now like to talk about our company’s sustainability initiatives. 

Since SuMi TRUST Group has a history of having met the needs of the society with 
various products centered around trust businesses, I believe we strike a very strong 
affinity with the concept of sustainability. 

We are currently addressing sustainability with an emphasis on five key themes—the 
super-aging society, climate change, natural capital, environmentally friendly property, 
and sustainable investment. 

Please take a look at page 49.





Here, I would like to discuss “our initiative on the super-aging society” as an example of 
how we approach the five key themes. 

We not only provide products in preparation for dementia among the senior generation or 
asset inheritance, but also organize various awareness activities. For example, we have 
hosted more than 160 sessions of “ Silver College seminars” at our branches across the 
nation to raise awareness about the issues that the elderly are faced with, such as living 
arrangements in anticipation of nursing care.

Please take a look at page 56.















And last but not least, I will introduce “ Future Festival”, an employee-driven activity that 
plan and commercialize new business ideas that was launched last year. 

There were 267 entries this year across the entire group which was more than what we 
saw last year.  

W i b d f d i i i i iWe are seeing a broad range of age groups and more group companies participating in 
the program. 

One of the four ideas that was chosen last year, which we plan to launch in the near 
future, responded to “diversifying needs of each customer generation”, a theme I covered 
today in my presentation. 

That concludes my presentation for today.

We hope to continue exploring our potential as a trust bank group with the aim of 
generating sustained, stable growth up ahead by flexibly and swiftly responding to the 
changing needs of both the society and our clients. 

Thank you for your attention.
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