£ SuMi TRUST

SUMITOMO MITSUI TRUST GROUP

Risk Management

May 14, 2020

Copyright © 2020 SUMITOMO MITSUI TRUST HOLDINGS, INC. Al rights reserved. SUMITOMO MITSUI TRUST HOLDINGS




Table of Contents

P. 3
P. 4
P.5
P. 11
"P. 12

Risk management (summary) -
Stock price risk .
Credit risk ]
Liquidity risk ]
Interest rate risk )

o s~ wbh -~

Definitions of terms in this document i
Sumitomo Mitsui Trust Holdings (Consolidated): “Consolidated “ or “SuMi TRUST Holdings” i
Sumitomo Mitsui Trust Bank (Non-consolidated): “Non-consolidated “ or “SuMi TRUST Bank” |
1
1
1
1
1
1
1

Net income (on consolidated basis) : “Net income attributable to owners of the parent”

NPL (Non performing loans): “Problem assets based on the Financial Reconstruction Act”
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Risk management (summary)

Stock price risk

Strategic shareholdings

75% of market value hedged (Mar 2020)

(base 65%, additional (risk adjustment) 10%)

v’ Stability of capital maintained by base hedge

v’ Profit opportunity from additional (risk
adjustment) portion

Liquidity risk

Core foreign currency B/S size is around ¥6trn

v’ Surplus core funding against core assets

v To steadily expand and diversify long-term
stable funding sources

Risk resilience

Credit risk

Credit portfolio is high credit quality and diversified

v'1/3 is retail (high quality mortgage clients)

v’ Corporate exposure (2/3), around 20% is non-
Japanese (*1), centered on diversified product
lending

v’ Special loan loss Provision of ¥25bn made in
FY2019

(*1) based on final exposure

Interest rate risk

Restrained approach towards interest rate risk
v'US interest rate (10BPV) risk: ¥0.0bn
(Including derivatives, as of Mar 2020)

(Ref) JPY securities portfolio of Global Markets
10BPV: ¥3.6bn, as of Mar 2020 (Excl. derivatives)
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Stock price risk

I\/ Share price decline risk hedged to mitigate impact to our capital ratio. 75% hedged as of Mar 2020

Hedge positions against strategic shareholdings *1)

Base Maintain current ratio 65% basically
Vo [o[iile]a =M Adjust volume within 0-35% (*2)

(Yen trn) mmm Japanese stocks = Hedging (Base)
mmm Hedging (Additional) =O==Net

1.5
1.0
0.5

0.0

Mitigating stock price risk
through hedging

. T

(1.5) ~ FY2018 FY2019

(0.5)

Mar. 13 | Mar. 15 | Mar. 17 | Mar. 19 | Jun. 19 | Sep. 19 | Dec. 19

Mar. 20

(*1) Hedge ratio against fair value of strategic shareholdings
(*2) Contrarian to stock prices (Hedge ratio to rise if stock prices rise)
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Overall

P/L

Impact of share price decline (Dec 2019 to Mar 2020)

Hedge effect mitigated deterioration of
overall P/L
(Yenbn) Dec.19 Jan.20 Feb.20 Mar. 20
0
Approx. ¥(30)bn)
(100)
Mitigated approx.
¥220bn of
deterioration of
overall P/L
(200)
(300)
=o=Non-hedged (assumed) ==hegded (actual)

(*3) Sum of change of unrealized gain/loss and realized gain/loss from Dec.2019
Above calculation includes: With hedge: Strategic shareholdings and investment
trust for hedging purpose. Without hedge: strategic shareholdings only
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Credit risk (Overview of Corporate lending/investment)

v' Corporate loans portfolio mainly large corporates and Japanese affiliated companies

v Foreign currency product lending is mostly non-Japanese credit but diversified, credit risk
conscious portfolio

Wholesale credit portfolio Product related (Foreign currency)
== Product related (Foreign currency) Subscription finance Others
mmmmm Corporate (Foreign currency) 6%
s product related (Yen) Trade/Commodity
mmssm Corporate (Yen) . — finance
Other credit securities | g9, :
(Yen Trn) Project
20.89 A-rated or above: finance -
about 80% Pother credit’ 249, Project finance
securities CLO/_Levera_ged loans
Overseas NRL 14% Aircraft finance
About 2/3 deals Ovﬁgfas =please refer to P6~8
sponsored by A
ircraft
Japanese 10% - Leveraged
tions Inance | |oans
corpora 13% 6%
Corporate (Foreign currency) Corporate (Yen) Product related (Yen)
Mainly large About 2/3 Domestic real estate
About 85% corporations NRL/REIT
Overseas Approx. ¥1.0trn

Japanese
=please refer to P9

Mar. 20
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Credit risk (CLO)

I\/ All holdings rated AAA, price fall has been limited in comparison to Lehman shock

(By region)
Mar. 20 | Mar. 20 $102 CLO (AAA)
(USD M) | Chg BRI
All AAA-rated CLO (*1) 3,377 4,837 | 1,459 | gos
100% Us 3128 4495|1366 | g5 = Ourportiolio
EU 249 342 93 $94
$92 Minimum price after Lehman shock
CLOB/S

(By type) T was low 70s (April 2009)
Mar. 20 .nrea 1ze $90
(USD M) galns/losses Mar.17 Sep.17 Mar.18 Sep.18 Mar.19 Sep.19 Mar.20

our CLO (2) 4,578 (287) (*3) Available-for-sale securities
investments Available-for-sale 3,599 (215)

Leveraged Held-to-maturity 978 (71)

loan assets

(*1) Includes Loan-type (*2) Securities only

Held-to-maturity portion has been funded with matching
5-year CCS
USS$ liquidity risk mitigation measures taken (Refer to P11)

Junior tranches provide mid
30% to mid 40% subordination
to secure AAA tranche
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Credit risk (Leveraged loans)

v" Most of leveraged loans are 4B or better, relatively high-quality portfolio
v' Exposure per borrower also diversified. Risk conscious investment style

Balance

YY) Mer. 19 ‘ Mer. 20 —er—

Credit rating (*2)

Credit rating distribution

Weighted Average Risk Factor (WARF)

e Market

2B
Leveraged loans (*1) 1,610 1,605 (4) g? 4% 5B or = SuMiTB's leveraged loan portfolio
us 1371| 1,374 3 ° g*g’g/e >0%0 rooys | warr
A 600 W
EC e 2 ®) 7% are rated ”"| Higher rated portfolio ga; 19;500
High yield bonds _ _ _ B or above 2,200 compared to overall market B:3 1766
1,800 Score higher as credit profile B1 2220
[Definition of 4B] 1 weaker B2 2720
Leveraged loans are usually rated by Moody’s and S&P. As there are cases when ratings "% Mwr™ T el B3 3490
are split, we rate by Counting the sum Bs of two rating agencies (i.e.) If Moody’s: Ba1 1,000 Moody' s

and S&P: BB+, then4B

Historical performance (*2) Per exposure diversification (*2) Leverage ratio (*2)

100

90

80

70

Leveraged loan price (since Feb. 2020)

=

—SuMi TRUST
Bank's Portfolio
——LLI100 (Market)

12/3 14/3

Amount per
transaction

3B or above:
$5-10mn

2B or blow:
$3mn

2027 35 3M2 3/19 3/26 4/2 4/9 4/16

Industry diversification 6.0
Industries likely to be affected by 59
Covid-19 (Ratio% below 4B)
40
[Retailer]
SuMi TB 1.4% vs Market 3.6% 30
[Oil&Gas] 20

SuMi TB 1.2% vs Market 3.6%

16/3

18/3 20/3

——Market (As of Des. 2019)

—SuMi TRUST Bank

,\/\M

Lower leverage ratio
compared to overall market

W

M3 123 133 14/3 15/3 16/3 1713 1813 193

(*1) Secured loans with floating rates funded by companies rated BB+/Ba1 or lower, includes fund investments

(US: $110mn / Europe: $232mn)
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(*2) US Leveraged loans (Proprietary investments)
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						18/12末 マツ

				(US$ M)																		1,000,000

		CLO				3,100

				米州 ベイシュウ		2,770

				欧州 オウシュウ		130

						Mar. 19		Mar. 20

				(USD M)						Chg										19/12末 マツ		20/3末 マツ

		Leveraged loans (*1)				1,610		1,605		(4)						1,672		1,605		1,672,529,238		1,605,967,593		(66,561,645)

				US		1,371		1,374		3						1,435		1,374		1,435,012,199		1,374,987,712		(60,024,487)		1,261,216,622

				EU		239		230		(8)						237		230		237,517,039		230,979,882		(6,537,157)		110,000,000

		High yield bonds				－		－		－





E

						Dec. 2018

				(USD bn)

		CLO				310

				US		277

				EU		13

						Dec. 2018

				(USD bn)

		Leveraged loans (*1)				1,610

				US		1,371

				EU		239






Credit risk (Aircraft Finance / Overseas Project Finance)

v Impact of Covid-19 unavoidable for aircraft finance
v’ Selective transactions prioritizing safety and diversity

Aircraft Finance Overseas(foreign currency) project Finance

Selective transactions for high quality lessee, lessor with

new aircraft that is highly liquid

Mar. 20 Balance US$3,789M

Diversification of aircraft portfolio

= Europe

= Middle-east
43% = Asia

= North America
m | atin America

Lessor

Exposure exceeds
¥10bn for only 3
airlines

Large exposure to
Europe/ME/Asia,
mainly flag carriers

LCC ratio Approx. 9%
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ECA guarantee, stable CF from long-term sales
contract with high quality off-takers

Mar, 20 Balance US$6,250M

<Transaction PUbl
type> ® Electricity _ UbIIC,
and water infrastructure
= Transport based
u resource transactions
m Others
Limited number
of deals with
<By region> o Asia and market price risk
Oceania (BGlOW 5% VS
= Europe Overseas PF)
= Middle-east
® North America Approx. 25%
ECA covered
m Others
8 EE SUMITOMO MITSUI TRUST HOLDINGS




Credit risk (Domestic real estate NRL / REIT)

I v' Maintaining conservative portfolio management focusing on Low LTV

Underlying assets of Real estate NRL (-2)

Outstanding loans to Domestic

Mar. 2019 Mar. 2020

real estate NRL

(Yen bn) | [Change |

Real estate-related loans 2,134 2,110 (23)
Real estate NRL (*1) 1,129 1,023 (106)
REIT 1,004 1,087 83

(*1) Including bond-type

LTV (External appraisal base) of Real estate NRL (*2)

E Less than
50%
250~70%

m Over 70%

(*2) As of Mar. 20
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<by underlying asses>

m Office

= Logistical
facilities

m Commercial

m Residential

m Hotel

Area distribution of Commercial

m Tokyo 5 central
ward (a)
m Tokyo (excl. (a))

u Tokyo Met. Area
(excluding Tokyo)
m Osaka Met. Area

u Others

Operating-type 90%
Development-type 10% (Mainly logistics)

Mainly Tokyo Met. Area

Underlying assets of REIT (*2)

m Hotel

m Commercial

DiversifiedL. m Office- Logistical -
60% Residential
Specialized
40%
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								Mar. 2019		Sep. 2019												19/3末 マツ		19/9末 マツ

						(Yen bn)						Change								（億円） オクエン						増減 ゾウゲン

				Real estate-related loans				213.4		211.0		(2.3)						不動産業向け貸出等 フドウサンギョウムカシダシトウ				2,134		2,110		△ 23

						Corporation		-		-		-								コーポレート		-		-		-

						Real estate NRL (*1)		112.9		102.3		(10.6)								不動産NRL（*1） フドウサン		1,129		1,023		△ 106

						REIT(*2)		100.4		108.7		8.3								REIT(*2)		1,004		1,087		83

				(*1) Including bond-type.Excluding overseas real estate NRL.														（*1）社債型含む。海外不動産NRLは含まない。 シャサイガタフクカイガイフドウサンフク

				(*2) Excluding overseas REIT.														（*2）海外REITは含まない。 カイガイフク

				<Reference>														＜参考＞ サンコウ

				Real estate equity investment				24.5		26.2		1.7						不動産エクイティ投資 フドウサントウシ				245		262		17





J

								Mar. 2019		Mar. 2020

						(Yen bn)						Change						100,000,000

				Real estate-related loans				2,134		2,110		(23)				2,133,545,624,661		2,110,442,372,973		(23,103,251,688)

						Real estate NRL（*1）		1,129		1,023		(106)				1,129,375,152,601		1,023,214,972,089		(106,160,180,512)

						REIT		1,004		1,087		83				1,004,170,472,060		1,087,227,400,884		83,056,928,824

						CMBS		-		-		-

				(*1) Including bond-type

				＜参考＞ サンコウ

				不動産エクイティ投資 フドウサントウシ				245		262		17				24,577,968,339		26,284,951,863		1,706,983,524






Credit risk (Mortgage loan)

v High quality mortgage clients (relatively low PD/LGD profile). Portfolio focused on
3 metropolitan areas

High quality mortgage borrowers (*1) (2) Mortgage loans (*3)

40% [-=======mmmmmmmmmmmmm oo
Major
35% f-------mmmmm e e bank G--------
30% booooemo. Major | m®
° bank B Major
259, o bank A m Tokyo Met. Area
TSul\giT Major m Osaka Met. Area
20% (@) Mbaok D = Nagoya region
159 m Others
(o]

03% 04% 05% 06% 07% 08% 09%
(*1) As of Sep. 19 (*2) SuMi TRUST Bank

Distribution by work place (*2) (*3) (*4) Tokyo 44%

Osaka 17%

wcivil servants, Portfolio focused on metropolitan areas with high

etc. collateral value
mlisted
munlisted
mothers Approx. 90% advanced in 3 metropolitan areas (*2)

(*2) Ratio of loan advanced in FY2019
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Liquidity risk (Foreign currency funding)

v' Enhanced stable funding for core foreign currency BS. Maintained asset size, surplus
core funding against core assets

Foreign currency B/S (USD bn) (*1)

Core assets Core funding
Mar. 2019 Mar. 2020 Mar. 2020 Mar. 2019 | ¥ Core asset size remained the
same from Mar.2019
611 609 77 705 v'Surplus core funding against core

assets
core funding  _ 140 6%
core assets e
Client deposits, *115.5% as of Mar.2019:
Loans Deposit from  62.0
Credit securities Central banks, etc.
v’ Stable long-term funding
expanded
*Repo utilizing client assets
e (+US$1.5bn from Mar.2019)
\
\\ Repo utilizing ~ 23.8 *CCS (+US$35bn from Mar2019)

\ client assets

: |
S| Senior bond, etc. , Stable long-term
funding

Copyright © 2020 SUMITOMO MITSUI TRUST HOLDINGS, INC. Al rights reserved. 11 L3 SUMITOMO MITSUI TRUST HOLDINGS




Interest rate risk

v Restrained management of US interest rate risk exposure.

v Global Markets’ profitability strengthened from client facing services

Global Markets business profit
To strengthen stable, client-facing services

m Financial operations
m Investment operations

US interest rate (10BPV) risk (Non-consolidated)

mmm Derivatives (hedge accounting)

(USD mn) === Bonds (*)
mm Investment trust (hedging of US Treasury) left
Derivatives (mark to market)
150 —o—=Total

100

50

(50)

=0O==Yield on 10 year US Treasury(right)

Sep.16 Mar.17 Sep.17 Mar.18 Sep.18 Mar.19 Sep.19 Mar.19
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3.0%

2.0%

1.0%

0.0%

(1.0%)

12

(Yen bn)

100

50

97.0

FY14

= Marketing functions

97.5

FY15

FY16

FY17 FY18 FY19
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This presentation material contains information that constitutes forward-looking statements. Such
forward-looking statements are not guarantees of future performance and involve risks and
uncertainties, and actual results may differ from those in the forward-looking statements as a result
of various factors including changes in managerial circumstances. Please refer to the most recent
relevant materials including financial results (“Kessan Tanshin”)(including attached explanatory
materials), the securities report and other presentations disclosed by Sumitomo Mitsui Trust
Holdings and its group companies, for further information that could significantly influence its
financial position and operating results as well as investment decisions by investors.

Information regarding companies and other entities outside the group in this document has been
obtained from publicly available information and other sources. The accuracy and appropriateness
of that information has not been verified by the group and cannot be guaranteed.

This presentation does not constitute an offer to sell or a solicitation of an offer to subscribe for or
purchase any securities.
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