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1. Overview of Business Results 
for Fiscal Year 2006

The Retail Financial Services Division saw accelerated
growth due to an increase in the total volume of depositary
assets. Gross profit before credit costs on a non-consolidated
basis was 84.2 billion yen, a 14.7% year-on-year increase. Due
to factors such as growth in fees related to mutual fund sales
and the impact of improved retail deposit spreads, net business
profit before credit costs on a consolidated basis was 29.6 bil-
lion yen, a 48.7% year-on-year increase, and on a non-consolidated
basis was 27.3 billion yen, a 59.0% year-on-year increase.

erate ripple effect on the household sector, with household
income gradually improving.

At the same time, the flow of retail investor assets from
savings to investment continued to occur in fiscal year 2006,
driven by a number of factors. These factors included inter-
est rates, which continued to hover at extremely low levels
considering the strong economy, as well as the strong per-
formance of stock markets and increased opportunities for
shareholder returns from corporations. As a result, stocks
and mutual funds continued to rise as a percentage of finan-
cial assets.

In the market, in anticipation of the mass retirement of
Japan’s baby boomer generation beginning in the spring of
2007, financial institutions including banks and securities
brokers took steps to significantly increase the quality and
range of services aimed at the wealthy client segment, and
competition heated up.

Also, demand for housing loans was strong due to rising
demand among individuals to purchase housing, starting with
Japan’s second baby boomer generation, as buyer demand was
driven by the prospect of entering a serious phase of rising
land prices and interest rates. However, competition in inter-
est rates heated up as banks strengthened their housing loan
activities in an effort to bolster their retail services and accom-
modate the forthcoming implementation of Basel II
standards.

3. Basic Strategy and Business
Performance in the Fiscal Year 2006

The Division focused its efforts on strengthening its
consulting services in order to build long term win-win rela-
tionships with customers, looking beyond just short-term
revenues.

The basic strategy of the Retail Financial Services
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Contents of Business
• Banking products (time deposits, for-

eign currency deposits, loans, etc.)
• Management products (mutual funds,

annuities, etc.)
• Trust and property management servic-

es (will trusts and estate settlement
services, etc.)
For details of businesses in this segment, 
please see pages 160–161
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2. Business Environment in Fiscal Year 2006

The Japanese economy continued its gradual expansion
in the fiscal year 2006, amid a positive cycle in production,
income and spending. In particular, the strong performance of
the corporate sector, which has generated higher profits for
five consecutive years since fiscal year 2002, produced a mod-
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Division centers on expanding the total volume of depositary
assets as a platform of growth for Sumitomo Trust. The
Division sought to increase the volume of depositary assets by
balancing deposits with performance-based products such as
mutual funds. Efforts were made to expand the product line-
up that supports our consulting strengths, by capitalizing on
our strengths and know-how as a trust bank engaging in a
wide range of operations including real estate and pension
management. Strategies for the wealthy client segment, an
area of interest as a growth market, include the provision of
solutions for effective utilization of land and business succes-
sion, for which there are strong needs among wealthy clients.
Other strategies aimed at this segment include the launch of
discretionary investment management service “Sumishin
SMA” for private banking customers started in January 2007,
in an effort to expand the base of wealthy customers and
encourage further transactions. In addition, a number of steps
were taken to efficiently expand the base of customers. These
steps included expanding direct channels to customers
through attracting members and employees of companies that
have alliance with Sumitomo Trust, as well as increasing the
number of agencies.

In addition, the Division is taking steps to strengthen its
loan business for individuals, beginning with housing loans,
and is strengthening its sales activities for will trust and estate
settlement services.

As a result of these strategies, the volume of depositary
assets grew steadily for both deposit products and mutual
funds, with the overall volume increasing to 9.9 trillion yen,
an 8.8% year-on-year increase.

In addition, efforts to expand the product lineup and
strengthen consulting based sales produced an increase in the
deposit/mutual fund cross-sell ratio* for customers. The ratio
was 19.3% as of the end of March 2007, an increase of nearly
four percentage points in one year. Management fees also
increased due to the buildup in volume of mutual funds, so
that fee revenue for mutual funds in the fiscal year 2006 was
28.6 billion yen, a 15% year-on-year increase.
* Deposit/mutual fund cross-sell ratio: Number of customers with transactions in

mutual funds and performance-based money trusts, divided by number of customers
with transactions in time deposits and mutual funds.
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• Sales Volume and Fee Revenue
   of Mutual Fund/Annuities
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