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e From its early stages, the Sumitomo Trust Group has adopted a business group management system and
consolidated business strategy, and worked to promote a multilayer profit structure and the diversification
of our business portfolio in an attempt to get out of the traditional single-function “industrial finance model”
that focused on loan trust and long-term loans for corporations.

While endeavoring to sharpen the strengths of five respective businesses with different earnings opportuni-
ties, we are promoting cross-selling and diversification of our business portfolio.

We are also reforming our earnings structure in each business group. For example, market-based loans
has been promoted in wholesale financial services business where relation-based transactions were previ-
ously predominant. In real estate business, we are making efforts to promote the diversification of earnings.

These efforts include carrying out real estate brokerage, and also promoting securitization arrangements
and real estate investment management services.

As a result of these efforts, The Sumitomo Trust and Banking Company, Limited* succeeded in building a
strong financial portfolio that is resilient to changes in the business environment, and in strengthening our
earning capacity. Moreover, we have established the groundwork for our goals in the new midterm man-
agement plan for fiscal year 2008-2010, i.e. achieving an “asset management-oriented financial intermedi-
ary model” — a business model in which we provide the best investment opportunities to our valued
customers who are looking for investments, and offer solutions to meet the needs of fund-raising, through
the use of varied functions.

*Hereinafter Sumitomo Trust or STB.

— Qutstanding/Diversified Business Portfolio —

e Sumitomo Trust has an advantage in its business model of combined banking, trust and real estate opera-
tions, in which specialized business such as pension and real estate, as well as banking operations which
are mainly retail and wholesale, are all conducted within the same business group.

e A broad range of operations as well as high-caliber specialized business skills have increased each group’s
competitiveness by helping to strengthen the transactions with our customers, which are based on consulting
services, and to enable the better use of products, know-how and our customer base across the groups.

e For instance, the expertise we gained as an institutional investor and through our fiduciary asset manage-
ment services has enabled us to develop investment management products. We can also apply and
expand our past experiences and know-how acquired through real estate services ranging from real estate
appraisals, brokerage to securitizations, to retail and wholesale financial services. These lead to our
strength in retail and wholesale financial services business.

e Trust and real estate businesses are the foundations of our entire business strengths, and embody our
characteristics as a trustee as well as the specific merits of Sumitomo Trust. As such, trust and real estate
businesses show remarkable growth in their earnings. The average growth rates from fiscal year 2003 to
fiscal year 2007 are 15.0% and 22.6% for trust operations and real estate operations respectively, and the
contribution of both these operations to the consolidated net business profit before credit costs showed an
increase from 25.3% (fiscal year 2003) to 34.2% (fiscal year 2007).
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Our Objectives for M&A and Alliance Strategy

ions

increasing

M&A and Alliance Strategy 1. Enhancement of Asset Management and Asset Servicing Functions: Expansion of role in trust and asset
management and the real estate business, the pursuit of economy of scale
2. Enhancement of Financial Intermediary Function: Broadening the foundation of the finance business from
large companies to include small and medium-sized companies
3. Expansion of Customer Base: Regional base extension and wider range of customers
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The Group’s “Offensive” strategy for
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Internal Control System Diagram
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“Our Solid Defense System”




* One of our core “offensive” strategies is leveraging various functions in the groups, and making acquisitions
and business/capital alliances with the aim of broadening our customer and operation bases.

e Acquisition and alliance initiatives are not merely made for the expansion of size, but also for strengthening
the respective functions of Sumitomo Trust. At the same time, through the practice of complementing what
we lack, we aim to leave behind the single-function business model which relies on traditional loan trust, and
to improve the diversification and multi-functionality of business functions for the entire group.

Those initiatives are broadly divided into three categories. The first category includes seeking to strengthen
“asset management and asset servicing functions” through expanding roles of trust, asset management and
real estate businesses and pursuing economies of scale. The second category includes fostering “financial
intermediary functions” by supporting the financing of business bases at small and medium-sized compa-
nies in addition to those at large companies, a specialty of Sumitomo Trust. And the third is categorized as
seeking the expansion of our customer base in which we provide these diversified functions and services.

Through these strategic acquisitions and alliance initiatives, we have made progress on diversifying func-
tional range of the entire group and on preparing a variety of functions and services in order to ensure the
realization of the “asset management-oriented financial intermediary model.”

We will continue to seek additional benefits from further synergy effects among group companies and from
maximizing the cross-selling of products and services. At the same time, we will raise the level of strategic M&As
and alliances from the phase of “seeking multi-functionality” to the phase of “synergizing all our diverse roles.”

— Synergistic/Solid Business Platform —

e QOur future growth strategy places value on fulfiling the “asset management-oriented financial intermediary
function,” and the integration of the financial intermediary function with the asset management and asset
servicing functions, as the core of our business model. The base underlying this strategy is a “solid defense.”

® The concepts of all of our corporate governance, internal control and risk management have been based
on our core management principles since Sumitomo Trust’s foundation: “Confidence and Integrity” (the
essence of the trust business) and “Placing Prime Importance on Credibility and Sound Management”
(Sumitomo’s basic business principle).

e Under these management principles, we regard corporate governance as a mechanism that underpins the
decision making, execution and supervision that we carry out through more efficient and transparent man-
agement for the purpose of achieving sustainable growth and development and as such we make con-
stant efforts to refine our governance.

¢ |n addition, we consider compliance, the core element of our management strategy from both an offensive
and a defensive standpoint, to be one of our most important management task. The same applies to the
development of risk management that meets the challenges of our operations and the changes in the busi-
ness environment, and as such we focus our efforts on improving and enhancing the compliance.

e While striking a balance between these “offensive” and “defensive” strategies, Sumitomo Trust intends to
advance management system reform and our consolidated business strategy by fully reinforcing our fea-
tures and strengths as a trust bank carrying out combined “banking, trust and real estate” businesses.
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“Master Manager” Japanese Version
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*4 “STB-ness” means the company’s ability to create new value by combining the advanced and

diverse expertise of its various business divisions and provide solutions speedily.

*5 Incremental revenue growth from FY2007 to FY2010 (in billions of Yen)




e “Trust companies shall be established or managed placing prime importance on confidence and integrity
but not for pursuing easy gains or acting imprudently.” — This is a quote from the Foundation-Charter of
Sumitomo Trust Co., Ltd., the forerunner of Sumitomo Trust (in 1925).

A “Trust” system is a system where a customer transfers his or her name on an asset for certain pur-
poses and entrusts asset management. The system cannot be successful without a relationship of com-
plete trust between the consignor and the trustee. All our business operations are based on the “trustee
spirit,” and implemented by a business model that “devotes meticulous attention to every case and offer
the most appropriate solutions from the standpoint of each individual customer across our entire range of
services” (the idea of “Trustee-ness”).

e Our pension trust business, highly regarded for introducing business models which should be called

“Japanese Master Manager,” is a good example of “Trustee-ness.”

“From the standpoint of each individual customer”
Transactions start with consultations in which we gather all necessary information (with regard to cor-
porate pensions) from each individual customer.

“To offer the most appropriate solutions”
To meet the needs of customers, we offer tailor-made pension/retirement benefits system and intro-
ductions (“multi-plan”), as well as pension management with a variety of management products provid-
ed by both Sumitomo Trust and other financial institutions (“multi-products”).

¢ “Based on the principle of good faith,” we exercise this “Trustee-ness” in every business. We believe that
these are the practices in which we are able to make better use of our strong point, i.e. “to offer high value
to our customers by taking advantage of our combined banking, trust and real estate business experience.”

For further details of pension operations, please refer to “Special Feature 2” in page 48 and “Fiduciary Service Group” in page 24.

— Customized/Comprehensive Business Solutions —

e |n order to further strengthen the advantages of our business model, which is a combination of “banking,
trust and real estate” business, Sumitomo Trust has devoted its efforts to diversify the functions and servic-
es of each of the five business groups, as well as promoting their specialized skills. Aggressive M&A and
alliance initiatives in the recent few years have also been carried out in accordance with these aims.

e By integrating the various functions (“Diversity”) and specialized services of Sumitomo Trust and its group,
we create new additional value (“Creativity”), and offer speedy solutions (“Speed”) — These are, we recog-
nize, our strong points, and the sources of our competitiveness that differentiates us from other financial
institutions (the idea of “STB-ness”).

¢ \We offer management products to the wealthy and private banking customers, by taking advantage of our
skills that we acquired from our engagement in pension management for institution investors, and of our
strengths in real estate business. Additionally, we will expand consulting sales to corporate customers, by
making use of our management consulting capabilities in our fiduciary services. — By making use of our
“Trustee-ness,” the medium term management plan for fiscal year 2008-2010 aims at expanding invest-
ment sales and wealth management business, and increasing sales and trust fees for investment products.

Sumitomo Trust and Banking 2008 Annual Report 5



Financial Highlights

Millions of
U.S. Dollars*!
(Unless otherwise specified)

Millions of Yen
(Unless otherwise specified)

C lidated FY2007 FY2006 FY2005 FY2007
onsolidate (4/07-3/08) (4/06-3/07) (4/05-3/06) (4/07-3/08)
For the Year:
Gross Profit ¥ 406,707 ¥ 384,101 ¥ 359,542 $ 4,059
Gross Profit before Credit Costs *? «roeeeveeeiiimiiiniii 406,695 385,461 360,354 4,059
Total Credit COSLs «+eeeerrrrrrrrrmmmmmiiiaiaeeeeeitiitiiiii e e eeeeeeeesaaaan 13,338 42,073 9,819 133
Net Business Profit before Credit Costs *? «+rereereereenienisiniiniiniinins 216,888 215,485 196,270 2,165
Net Gains on Stocks and Other Securities «w«eeeeemeermiiemninninn (2,263) 4,814 6,977 (23)
INEE [1LCOME ++ererserersererserersesensesenseseseesessssesessesensesensesenseseseesessssesanss 82,344 103,820 100,069 822
At Year-End:
Tier I Capital * 1,073,308 1,026,199 909,376 10,713
Total Qualifying Capital * «eeeeeveemerminiieiice 1,732,290 1,809,860 1,595,890 17,290
Total Risk-Weighted ASSELS *4 rrrreererrniiee e 14,625,988 15,924,988 14,640,708 145,983
Per Common Share (Yen/U.S. Dollars):
Net Assets *° 639.76 738.78 668.38 6.39
Net Income 49.17 62.05 59.91 0.49
Financial Ratios
ROE #6 tettutetentruentseesentesessesensesenessesessesessesessesessesensssesesseneesesessesenses 8.34% 11.30% 11.90% _
Tier I Capital RO ™ wrvvrrrnnniiineiiie i 7.33% 6.44% 6.21% —
BIS Capital Adcquacy Ratio ™ «eevevrmmiiiiineiieicci 11.84% 11.36% 10.90% —

*1 The U.S. dollar amounts are the yen equivalent, calculated for convenience only, at a rate of ¥100.19 to U.S. $1.00.

*2 Gross Profit before Credit Costs = (Gross Profit) + (Trust Account Credit Costs)

*3 Net Business Profit before Credit Costs = (Non-consolidated Net Business Profit before Credit Costs) + (Adjusted Ordinary Profit of subsidiaries and affiliated companies) -
(Income from intragroup transactions)

*4 From FY2006, new standards have been adopted.

*5 From FY2006, Shareholders’ Equity is being shown as Net Assets.

*6 ROE is computed based on the average net assets less minority interest and valuation and translation adjustments at the beginning and end of the fiscal year.

® Gross Profit before Credit Costs * Net Business Profit before Credit Costs ¢ Net Income and ROE*
600 (Billions of yen) 300 (Billions of yen) 150 (Billions of yen) (%) 15
200 10
| ‘ ‘ ) ‘ ‘ |
FY2005 FY2006 FY2007 0 FY2005 FY2006 FY2007 FY2005 FY2006  FY2007 0

. Net Income (Left) @ ROE (Right)
* See note 6 above




Editorial Policy

Thank you very much for reading Sumitomo Trust 2008 Annual Report*.
We are confident that, while the outlook for some of our business environment is
still uncertain, there are increasing opportunities for Sumitomo Trust to exercise its
collective strength as a trust bank, including its capabilities in asset management and
asset servicing, as well as in the real estate business.

Under these circumstances, in an effort to provide information about
Sumitomo Trust’s policy of aiding its further growth by pursuing the best balance
between “offense” and “defense,” we have put together this 2008 AR with its
empbhasis on the following three points.

* Hereinafter 2008 AR.

Feature 1.
The opening pages of this report make it easier to
grasp the report’s whole picture

We consider that a greater growth opportunity in the future lies in keeping our
high-level expertise and competitiveness of each of our diverse business functions,
which are features of Sumitomo Trust, and in proactively developing and synthesiz-
ing (we call this “hybridizing”) those competitive advantages. Each component of
Sumitomo Trust’s features is described in the first half of the report, while their key

points are summarized in the opening pages of this report.

Feature 2.
Describing in detail defensive framework and financial soundness

As in the 2007 AR, we have enhanced our disclosure concerning our basic phi-
losophy for improving management reliability and the status of its implementation,
and placed this information in the section entitled “Governance Report” (pages
27-42). In addition, the 2008 AR states in as much detail as possible losses related to

overseas credit investments during the fiscal year under review (pages 12-14).

Feature 3.
Put together in a way that makes our business contents,
performance and strategy even easier to read

As in the 2007 AR, to further facilitate reader’s understanding of Sumitomo
Trust’s business, we have summarized the basic details of Sumitomo Trust’s business
groups, main subsidiaries and affiliates in the section entitled “STB Basic
Information” (pages 179-203), and briefly reported the performance of each busi-
ness group for the fiscal year under review in the section entitled “Business Report”
(pages 15-206).

We hope that this 2008 AR will serve to give you a deeper understanding of

Sumitomo Trust.

August 2008

A Cautionary Note on Forward-Looking Statements:

This Annual Report contains forward-looking statements about Sumitomo Trust and its group’s
future plans and strategies, which are not historical facts but are based on the Sumitomo Trust’s assumptions
and beliefs judged from the information currently available and are subject to a number of risks and uncer-
tainties. This may cause actual results to differ materially from those projected. Thus, readers are advised
that, when the words “plan,” “expected,” “will,” or other similar expressions which might bear forward-look-
ing impacts are used in this report, such are not guarantees of Sumitomo Trust’s future performance and

therefore should not be unduly relied upon or be read as terms used for solicitation purposes.
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CEO Message

— To Our Shareholders, Customers and Employees

Hitoshi Tsunekage President and CEO

Tailwind Suddenly Turned
into Headwind in Fiscal Year 2007

After maintaining a strong performance until the first half
of fiscal year 2007, our retail financial services and real estate
businesses slowed down in the second half of the year. Retail
customers’ investment appetites were severely blunted by the
financial market turmoil, leading to a decrease in mutual funds
sales. In the real estate business, a real estate market slump
caused by the outflow of foreign funds undermined the perform-
ance of the real estate brokerage business in particular. As a
result, the consolidated net business profit before credit costs of
the retail financial services and real estate businesses remained
essentially flat compared with the previous year. The consolidat-
ed net business profit before credit costs of the wholesale finan-
cial services business declined 3% year-on-year, mainly because
of lower spreads on domestic loans.

Meanwhile, despite such a severe business environment,
the fiduciary services business (including pension and securi-
ties processing services), which is a growth area for Sumitomo
Trust, continued to generate fee revenue steadily. This, cou-
pled with market-related income produced by our successful
efforts to take advantage of a decline in the interest rate in the
second half, enabled us to increase our consolidated net busi-

Fiscal Year 2007 was a year when financial insti-
tutions in major countries around the world suffered
from the U.S. subprime mortgage problems, the
worst financial crisis in decades. Sumitomo Trust was
no exception to this plight, as it posted a decline in
consolidated net income in fiscal year 2007 despite
showing an increase in net business profit before
credit costs, mainly due to losses related to overseas
credit investments amid the financial market turmoil
triggered by the U.S. subprime mortgage problems.

However, our subprime-related losses were lim-
ited thanks to our prudent credit portfolio manage-
ment. In order to put ourselves back on the path of
stable growth in fiscal year 2008 and beyond, we will
keep our focus firmly on our characteristics as a
trustee (“Trustee-ness”) and the specific merits of
Sumitomo Trust (“STB-ness”). We aim to become an
“essential partner” with our customers and society,
as an independent and unique “asset management-
oriented financial intermediary services group.”

ness profit before credit costs slightly, by 1.4 billion yen, from
the previous year to 216.8 billion yen in fiscal year 2007.

However, our consolidated net income dropped 21%
year-on-year to 82.3 billion yen, mainly due to losses of 79.3
billion yen related to overseas credit investments.

Dividend Payout Remains Unchanged

We have been striving to satisfy our shareholders in terms
of both our potential for sustainable growth and a return of
profits through dividends, with the goal of maintaining a con-

¢ Dividend per Common Stock and
Consolidated Dividend Payout Ratio

40 (Yen)

) / 30

(%) 40

20 20
10 10
0 FY2005 FY2006 Fy2007 0

M Dividend per Common Stock (Left) @ Consolidated Dividend Payout Ratio (Right)




solidated payout ratio of approximately 30%.

In fiscal year 2007, we decided to leave the annual divi-
dend unchanged from the previous year at 17 yen per share
despite the net income decline caused by losses related to over-
seas credit investments, taking into consideration the one-time
nature of those losses as well as our future growth strategy. The
consolidated payout ratio for fiscal year 2007 stands at 34.6%,
a figure partly reflecting the effects of the net income decline.

Subprime-Related Losses are Limited

Since completing the repayment of public funds in January
2004, Sumitomo Trust has been promoting loans to individuals
and investment in domestic and foreign market-based assets in
order to pursue diversification of its credit portfolio and
increase the ROA from the viewpoint of making effective use of
its capital and ensuring the efficient management of deposits
placed by individual and corporate customers, totaling 13 tril-
lion yen. As for overseas assets, we expanded investment in
bonds with high credit ratings and securitized products.

Although most of these investment assets carried high
credit ratings and had little in common with subprime mort-
gages, the U.S. subprime mortgage problems affected such
products, too, causing them to be downgraded, sapping their
liquidity and reducing their prices sharply.

Confronted with this situation, we wrote off additional
losses in the second half of fiscal year 2007, going beyond the
requirement of the existing standard for the recognition of
impairment losses, so as to avoid carrying over losses to fiscal
year 2008 and later. As a result, we booked losses of 50.8 bil-
lion yen related to the write-down of overseas asset-backed
securities (including additional losses of 46.8 billion yen). If
losses from the sale of such securities and loan loss provisions
for corporate loans are included, the total losses related to
overseas credit investments amounted to 79.3 billion yen.
However, we have sharply reduced the amount of our hold-
ings of equity-related securitized products and have almost
eliminated valuation losses.

Most of the remaining holdings of overseas assets are
plain vanilla asset-backed-securities, and we expect that any
additional loss that may arise in the future will be limited.

Meanwhile, our consolidated BIS capital adequacy ratio
and Tier I capital ratio at the end of fiscal year 2007 stood at
11.84% and 7.33%, respectively, with both figures improving
compared with the end of the previous year. Thus, we have
avoided an erosion of capital by the U.S. subprime mortgage
problems and maintained our financial soundness.

Commitment to Risk Management

In business management, it is essential to strike the right
balance between “offense” and “defense,” and we believe that
the key to “defense” is enhancing our risk management.

The ongoing financial market turmoil has forced financial
institutions in major countries to review their frameworks for
risk management and internal control. Sumitomo Trust also
suffered an unexpected drop in the value of its credit invest-
ment assets, which underscored the need to enhance our risk
management.

We will enhance our framework for controlling domestic
and overseas credit investments and introduce a “hybrid” risk
management system, which will combine market and credit
risk management systems.

Fresh Start with a New Vision

The immediate challenge I have been tackling since I
became President and CEO of Sumitomo Trust in January 2008
is dealing with the U.S. subprime mortgage problems. However,
Sumitomo Trust has not engaged only in defensive manage-
ment. While consolidating the foundation of our defense, we
have been steadily preparing to implement an offensive strategy
to put ourselves back on the path of stable growth.

New Vision with Sharp Focus on Our Strength

As Sumitomo Trust faced a sudden gust of headwind after
coasting along smoothly following the repayment of public
funds, my first task was to set forth a vision of what Sumitomo
Trust should be like in the future. Our strength lies in a busi-
ness model that combines the banking business, including retail
and wholesale financial services, with the trust and real estate
businesses, which involve pension and real estate services requit-
ing highly advanced expertise. Believing that the key to achiev-
ing growth is to exploit the strength of Sumitomo Trust fully as
a “hybrid” financial institution, I have concluded that the com-
pany should become an “essential partner” of customers and
soclety, serving as an independent and unique “asset manage-
ment-oriented financial intermediary services group.”

The “asset management-oriented financial intermediary
services group” represents the business model of offering the
best mix of products and services based on the Sumitomo
Trust Group’s broad range of on-balance and off-balance
functions (indirect finance, arranging, asset management and
asset servicing) so as to satisfy the diverse needs of customers,
and providing financial solutions in a meticulous manner. We

Sumitomo Trust and Banking 2008 Annual Report
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will serve retail customers as a reliable “main bank for asset
management and asset servicing” while catering to corporate
customers and institutional investors as an “essential strategic
partner” capable of providing value tailored to their particular
needs. In this way, we hope to contribute to promoting the
shift of funds from savings to investments.

In order to realize this corporate vision, we have set forth
the following four basic policies for business management.

(1) Strong Commitment to
“Trustee-ness” and “STB-ness”

“Trustee-ness” refers to the concept of providing the best
solutions from the standpoint of customers in a conscientious
manner in the spirit of trusteeship on a group-wide basis.
“STB-ness” means the company’s ability to create new value
by combining the advanced and diverse expertise of its various
business divisions and provide solutions speedily. In short,
“STB-ness” can be represented by the three key words “diver-
sity,” “creativity” and “speed.”

(2) Quest to Become Number One for

Client Satisfaction, and Creation of

Value through the Fulfillment of CSR

Aiming to become the leading company in terms of client
satisfaction, we will make constant efforts to improve the
quality of our services from the standpoint of clients. Also, we
will create new value through the fulfillment of corporate
social responsibility.

(3) Best Balance between “Offense” and “Defense”

In order to respond flexibly to changes in the business envi-
ronment, we will establish the best balance between “offense”
and “defense” while maintaining proper corporate governance.

(4) Global Business Expansion

We will expand our business operations, including not
only the loan and credit investment businesses but also the
trust and asset custody businesses, on a global scale and pro-
vide high-quality services competitive in the global markets.

Evolution and Synergy toward New Vision
— New Midterm Management Plan —

Under the management policies described above, we
launched a new midterm management plan (fiscal year 2008-
2010 “Evolution and Synergy”) in fiscal year 2008. The new

management plan aims to promote the evolution of the existing
business model — a multi-function trust banking model based
on the structure of five business divisions and affiliated companies
— toward our envisioned “asset management-oriented financial
intermediary model” by achieving synergy between the various
businesses. Under the new three-year management plan, we will
establish Sumitomo Trust as “the number one brand of choice in
terms of client satisfaction” by pursuing a business expansion
based on “Trustee-ness” and “STB-ness” and consolidate our
position as an “essential partner” of our customers and society.

Under the new management plan, we also aim to achieve
a consolidated net business profit before credit costs of 250
billion yen, a consolidated net income of 125 billion yen, an
ROE of around 11% and a Tier I capital ratio of around 8%
on a consolidated basis.

Midterm Financial Plan (Billions of Yen)

¢ Net Business Profit before Credit Costs 250.0

¢ Net Income 125.0
e Return on Shareholders’ Equity Approx. 11%

e Tier | Capital Ratio Approx. 8%

In order to meet these numerical targets, we will devote
particular efforts to the “enhancement and innovation of the
investor marketing strategy” so that we can expand our cus-
tomer base to support the “asset management-oriented finan-
cial intermediary model.” In doing so, we will place priority
on the following points.

(1) Enhancement of Investment Marketing

We will expand the investor base, including both individ-
ual and corporate investors, for the entire Sumitomo Trust
Group by making full use of the asset management consulting
capability developed through our business with institutional
investors and the know-how regarding the development of
investment products accumulated through our market finance
business in order to promote the retail and wholesale financial
services businesses. In particular, there is much room for us to
obtain new customers through marketing targeted at non-prof-
it corporations, financial corporations and industrial compa-
nies, so we will place priority on this in our marketing activity.
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To Our Shareholders, Customers and Employees

(2) Increased Efforts for

Wealth Management Business

We will devote increased efforts to the provision of asset-
related comprehensive solutions to private-banking customers
and other wealthy customers. We will improve our framework
for providing meticulous services based on “STB-ness.” We also
plan to introduce a new SMA (separately managed account)
product “Sumishin Fund Wrap” with a minimum investment
of 10 million yen in the second half of fiscal year 2008.

(8) Promotion of Comprehensive Real Estate Business

Sumitomo Trust will seize various income earning oppor-
tunities that arise during the real estate transaction process on
a group-wide basis. This is a task carried over from the previ-
ous midterm management plan, and we will further strength-
en our real estate investment management and real estate
administration services under the new midterm management
plan in order to enhance our product supply capacity.

(4) Improvement of Profitability of Credit Portfolio

This is also a task carried over from the previous midterm
management plan. While recognizing the bitter lesson of the
U.S. subprime mortgage problems, we intend to build a
dynamic credit portfolio designed to boost the ROA through

the reallocation of assets with a focus on market-based loans.

Through the implementation of the above priority meas-
ures, we plan to increase sales and trust management fee
income by 18 billion yen over the three years to fiscal year
2010, the last year of the new midterm management plan. We
expect that our investor marketing strategy will bring particu-
larly generous benefits in the retail investor market, which
covers private-banking customers and other wealthy cus-
tomers, and the corporate investor market, where there is
much room for obtaining new customers. Specifically, we plan
to raise income by 7 billion yen in the retail investor market,
by 8 billion yen in the corporate investor market and by 3 bil-
lion yen in the institutional investor market.

20% Net Income Growth Projected for
Fiscal Year 2008

For fiscal year 2008, the first year of the new midterm
management plan, we project a consolidated net income of
100 billion yen, up some 20% from the previous year. Total
substantial credit costs (non-consolidated basis) are estimated

to be equivalent to only 0.2% of the total credit balance as the
downside risk stemming from the U.S. subprime mortgage
problems, which was the main cause of our profit decline in
fiscal year 2007, has been removed. We plan to pay an annual
dividend of 17 yen per share, which translates into a consoli-
dated payout ratio of 30%.

“Essential Partner” with Unmatched Strength

Customers expect Sumitomo Trust to provide compre-
hensive solutions through services with high value added on
the basis of its diverse functions, and the ability to satisfy this
expectation is the source of our strength.

The most important objective of the new midterm man-
agement plan is to enhance our strength further, to a level
unmatched by other financial institutions amid the increasing-
ly tough business environment and establish an unparalleled
new business model and develop it to the full.

The key to achieving this objective is the “evolution and
synergy” of the diverse functions of the entire Sumitomo
Trust Group.

The Sumitomo Trust Group will seek to achieve growth
amid this tough business environment by pursuing the “Three
Bests” — “the best solution” in consulting, “the best perform-
ance” in products and services such as loans and asset manage-
ment and the “best balance” between “offense” and “defense”
in business operation and management. Through “evolution
and synergy,” we will transform ourselves into an “asset man-
agement-oriented financial intermediary services group” with
a focus on the needs of investors so that we can become an
“essential partner” of our customers and society.

I should like to ask all of you to give us your kind support.

%,..f_, &_iﬂ?ﬂ-

Hitoshi Tsunekage President and CEO

Sumitomo Trust and Banking 2008 Annual Report
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Status of Overseas Credit Investment

In the severe market environment, Sumitomo Trust adopted stricter processing for overseas credit-related assets in the fis-
cal year 2007 ended March 2008, with a view to maintaining financial soundness and avoiding carrying over risk factors
into the future wherever possible. As a result, the impairment losses pertaining to overseas asset-backed securities
amounted to 50.8 billion yen, and the total overseas credit-related losses, including loan loss reserves for corporate cus-
tomers and losses on securities sales, marked 79.3 billion yen.

Overseas Credit Investment Portfolio as of the End of Fiscal Year 2007.

[~ 1. Securities (with Fair Value)
Billions of Yen
Cost (after impairment) Valuation difference
Impairment
ANort_h Europe loss Unrealized loss ratio
merica
Asset-backed SECULIties - wreresrserererererursesererarereressssesesenens 663.8 2975 363.0 (50.8) (56.5) (8.5%)
Securities backed by non-securitized assets -+-ereeveeeeen 640.4 2752 361.9 (12.5) (55.3) (8.6%)
RMBS exc. Subprime related RMBS ~229.1 6.0 220.8 (1.7) (16.3) - (7.1%)
CIMBS +eevveereervemrereeseseeneereesseesnenes o 38.8 0.7 38.0 0.1) (3.2) A (8.3%)
CLO cvreermreermreaessssnissseisasessssasssasessssasssesssessssasenen 5905”3 12055 143.1 62.3 (0.0 (20.6) (ge;;‘/og; 1(10.0%)
(@7 N2 5 KN . 85.2 74.7 10.4 0.3) (8.5) . (10.0%)
Other ABS L 36.6 13.9 21.7 0.9) (1.8) L (5.0%)
Subprime related RMBS «rvveveseriserieniienies - 13.0 13.0 _ (2.3) (1.3) ~(10.3%)
CDO MEZZANINE +++vrrrrrrrrrreerrirrierunreeiieneeiiereenierienns 18.3 15.9 2.3 (17) (28) (155%)
Synthetic CDO < vvveereeereereinniennes 13.7 76 6.0 (5.2) 0.5) (3.8%)
Securities backed by securitized assets «+:++seereserieneienen Total 10.4 9.3 1.1 2.7) (1.0)  |Average|| (10.2%)
> ABS-CDO oo 68.4 10.4 9.3 1.1 (2.7) (1.0) | (8.6%) [] (10.2%)
S Equity type securities - 12.9 12.9 — (35.5) (0.1) (0.9%)
% CLO @qUILIES «+rrereresersserssersssesserisserisssie s 12.1 12.1 _ (10.1) 0.1) (1.0%)
= SIV Capital notes «wwrswersrersrrmsremsreisermisissisees L 0.8 0.8 — (25.4 — L _
£ | International corporate bonds 355.8 39.0 152.6 — (9.0) (2.6%)
g Financial debt «ooeeeeeerrrrrrmmmmemmiiiiiiiiiiieeeeeceeens 92.1 18.2 46.6 _ (4.2) (4.6%)
E Other corporate bonds « s +ssesseseesessensiisisninisininns 263.6 20.8 106.0 — (4.8) (1.8%)
o
E 2. Securities (With No Available Fair Value)
Billions of Yen
Cost (after impairment)
o Impiiirment
It
An?erica Etiope o
O N L T R— 34.4 8.8 13.8 _
Asset-backed securities (CLO equities) 3.7 — 3.7 —
3. Corporate loans
Billions of Yen
Balance Allowance
Al\rﬁ)err[i}éa Europe Reserve ratio
Corporate 1oans - - wwseerermmerininini 2855 162.9 66.1 10.4 3.6%
CLO Warchousing loans - 42.1 42.1 — 9.0 21.4%
OLREE +vverveerseersareenserinaseensasssassesssesseensessesseessesseessesnns 243.4 120.8 66.1 13 0.5%
[ 4. Securitization Products Held by Subsidiary STB Omega Investment Limited
=
S Billions of Yen
=
8 Cost (after impairment) Valuation difference
] Impairment
2 AI\:LOC rrti}cla Europe loss Unrealized loss ratio
E Unlisted foreign bonds - ererrreeeeeessiisnssensinnneenes 5.9 5.9 _ (5.3) (0.0) (0.2%)
L Asset-backed securities (CLO equities) ««seeeseseeeeeees 5.9 5.9 — (5.3) (0.0) (0.2%)
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Accounting Processing in Fiscal Year 2007

Securities with Fair Value (Non-consolidated)

1. Measurement of Fair Value

After establishing methodologies to measure and verify
fair values, we reclassified most of the asset-backed securities
categorized as “Securities with No Available Fair Value” to
“Securities with Fair Value,” and recognized impairment loss-
es based on the fair value. In measuring fair values, we adopt-

ed the fair values offered by brokers. And we have confirmed
the appropriateness of such values used as criteria for the
above reclassification in regard to the entire overseas asset-
backed securities as of the end of March 2008, based on the
analysis or verification indicated in (1) and (2) below.

e Assets subject to Fair Value Verification as of March 31, 2008

)

@ ©

method or information vendors

Verification | Comparison with prices obtained from brokers | Comparison with a theoretical values calculated
using valuation models

Comparison with prices of similar securities*

CLO, CLO equity, ABS-CDO, CDO mezzanine,

Assets RMBS, CMBS, CARDS, etc. Synthetic CDO, etc.

N.A.

When prices are available from other brokers or

Notes information vendors, this method is used

Obtain market inputs, such as the discount
rate, for each securities category and calculate
values using valuation models

Used only for securities for which methods (1)
and (2) cannot be used

*Securities with similar collateral, credit ratings, etc.

2. Impairment Losses and Balance as of
the End of March 2008

We uniformly applied a more conservative standard for
the recognition of impairment losses by changing the rate of
valuation loss to “over 30% fair value depreciation from the
original cost®.” At the same time, we wrote off all the secu-
rities that we decided to liquidate, regardless of the rate of
valuation loss.

The total losses on impairment in this fiscal year were

50.8 billion yen, as posted in losses on devaluation of stocks
and other securities and losses on overseas asset-backed securi-
ties. The balance of asset-backed securities stood at 663.8 bil-
lion yen, decreasing primarily due to the aforementioned
impairment losses and the appreciation of the yen, while we
acquired 123.3 billion yen of highly rated RMBS, CLO,
financial debts, etc. during the year as underlying assets for the
disposal of SIV capital notes.

*The former standard was “over 50% fair value depreciation from the original cost.”

Loans for Corporate Customers (Non-consolidated)

With regard to the CLO Warehousing loan, which was included in the loans for corporate customers, we took various meas-

ures such as sales thereof and decreased its balance to 42.1 billion yen at the end of the fiscal year, with approximately 21% of the

amount reserved for loan loss.

Securitized Products Held by STB Omega Investment Limited (subsidiary of Sumitomo Trust)

We also wrote off 5.3 billion yen of the CLO equities owned by our subsidiary, STB Omega Investment Limited* (As for the
investment in said subsidiary, 4.3 billion yen in reserve for investment losses was recorded in the non-consolidated financial statement).

*Sumitomo Trust owns 75% of STB Omega Investment Limited.

Further information about overseas credit investment related terms, please see page 190

Sumitomo Trust and Banking 2008 Annual Report
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Status of Overseas Credit Investment

Overview of Portfolio as of the End of March 2008 (after impairment)

(1) Asset-backed Securities

The outstanding balance of highly risky asset-backed securi-
ties, which gave rise to most of impairment losses and showed a
major drop in price, was reduced to 68.4 billion yen and the unre-
alized loss ratio was reduced to 8.6%, as of the end of March 2008.

e Credit ratings of main securities (with Fair Value)

Although the balance of other asset-backed securities amounted to
595.3 billion yen, the unrealized loss ratio remained at 8.5% (refer
to the table of page12) and most of these were highly rated (refer to
the table below). Therefore, potential risks that may cause further
losses will be limited in asset-backed securities as a whole.

Billions of Yen
Credit Ratings*'
Cost
(after impairment) AAA AA A BBB BB and beluw
(No rating)

Asset-backed securities*? 663.8 386.0 104.9 59.3 99.7 1.5
Securities backed by non-securitized assets . 640.4 — — — — —
RMBS exc. Subprime related RMBS «e-eeeeeieieiiecieiniiiciniiinns 229.1 111.0 46.3 37.2 34.4 —
CMBS - 38.8 28.0 9.3 1.4 — —
CLO - . 205.5 177.2 28.0 — 0.2 —
CARDS wevveresrmmesssssinssssssinsssssssssssssssssssssssssssnasssssnesenssnassnnes 85.2 24.4 — 6.7 54.0 —
Cxiiair /AIZYS 000000000000000000000000050060000000000000NNCOC0NNAAATTTVTIIVVCCCCTITCAIIITOD 36.6 24.0 10.4 1.6 0.4 J—
Subprime related RMBS - . 13.0 8.9 3.3 0.4 0.2 —
CDO mezzanine - 18.3 — — 9.2 8.6 0.3
Synthetic CDO -eeeeeeeeeenececnnees 13.7 6.1 4.3 1.5 1.6 —
Securities backed by securitized assets -+ eeseiereiniiiinine 10.4 6.0 3.1 0.9 — 0.4
ABS-CDO «oeveeeeneniiniiiiiiiiiiiiiiisssss s 10.4 6.0 3.1 0.9 = 0.4
EQUILY [yPE SECUTITIES «+-rrrrssereersssrrersssrereomsssriemssrereemssereonssneeeeones 129 — — — — (12.9)

*1 On internal credit ratings basis (shown in rating marks based on the general correspondence with external credit ratings)

*2 Vintage of RMBS: 2007: 16%, 2006: 32%, 2005: 28%, 2004 and before: 24%

Rt bandh e

Billions of Yen
Credit Ratings
Cost
(after impairment) A I?JBIand
elow
355.8 A 23.7
92.1 AA 0.0

Bonds issued by financial INStEUTIONS <« ecreressseeeresssseeemesssrereeeseees

<Exposure to Monoline Insurers>

As of the end of March 2008, we held 13.9 billion yen of asset-backed securities and corporate bonds that were guaranteed by monoline insurers (insurance companies working

exclusively in financial security). Meanwhile, we have no direct credit extended to monoline insurers or derivative transactions therewith.

(2) Balances of Other Overseas Investments and Loans
Almost the entire amounts of other loans for Europe and America are senior secured, and their portfolios are well diversi-

fied across industries.

e Other overseas loans as of March 31, 2008 (breakdown by industry sector)

Billions of Yen

Balance Internal Credit Ratings*!
North America ~ Europe 5-6 7-8
Corporate [oans™ -+ eueuevemeiiiiiiiiii i 285.5 162.9 66.1 234.5 99
CLO Warehousing [0ans - ---sreeressseeemssmreemessreeemissreemmssseeesesseeeressseeeseseseeneees 421 421 — 37.4 4.8
MARUFACEUIIIE +++vrrrosssmssioetmmmssms sttt s esssanasas 103.1 65.7 28.4 93.1 3.6
Energy and utilities 6.5 5.4 — 5.6 0.8
(C O I TRV ICAIIG) T 0000m0e0000m0e0m0mmo0a0oo OO OOOoOSOoE OO aOOOOaEIO0 OO0 DoTO00000000 44.0 25.4 10.6 37.8 26
Wholesale and retail -« e o 28.6 20.0 8.1 26.1 0.5
Real estate «-eeeeeeee 6.3 1.9 — 2.8 0.4
Various services - 55.6 36.1 16.3 49.7 1.9

*1 Internal Credit Ratings: 1-6: Ordinary debtors, 7-8: Special mention debtors (except for Substandard debtors)

*2 There are no subprime related loans.
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Business Report | Sumitomo Trust Group at a Glance

Sumitomo Trust operates a combined banking, trust and real estate business. Or in other words, in addition to the bank-
ing business, we operate trust and asset management businesses such as pension trusts, investment management, securi-
ties processing and stock transfer agency as well as real estate services. At the same time, we aim for sustainable growth
based on a management model that provides highly specialized financial instruments and services to customers who
range from individuals to corporations and institutional investors. Moreover, we are aiming to be the main bank for asset
management and asset servicing for retail customers, and a trust banking group which is recognized as a strategic partner

providing value for corporations and institutional investors.

e Gross Profit before ¢ Net Business Profit before e Net Business Profit before
Credit Costs (Non-consolidated) Credit Costs (Non-consolidated) Credit Cost (Consolidated)
15.1% 14.9% 13.2%
: 26.7% 21.6% : 17.3%
19.1% 17.3%
18.1% 32.5% 40.5%

9.7% 29.4%
’ 13.0% LEC

Retail Financial Services Business Wholesale Financial Services Business Real Estate Division Fiduciary Services Group Global Markets Group

e Breakdown of Profit by Business

Billions of Yen
Non-consolidated Consolidated
Gross Profit before Net Business Profit before Net Business Profit before
Credit Costs Credit Costs Credit Costs
FY2007 FY2006 Change FY2007 FY2006 Change FY2007 FY2006 Change
Retail Financial Services «««+esesesesserenenananiens ¥ 875 ¥ 84.2 ¥33 ¥ 275 ¥ 273 ¥ 02 ¥ 303 ¥ 296 ¥ 06
Wholesale Financial Services ««-e-eeeeessereiuennene 96.3 105.3 (8.9) 59.9 69.4 9.5) 92.8 96.2 (3.3)
Stock Transfer Agency Services eeseeeeeeseseeene 18.4 19.5 (1.0) 4.1 4.5 (0.3) 7.7 9.1 (1.4)
Global Markets «-«-seeeereereereremereneressensersensenes 49.3 48.7 0.5 39.8 39.4 0.3 39.8 39.4 0.3
Fiduciary Services «eeeesesessesesniinnnininiiinnn, 62.4 55.9 6.5 33.4 28.5 4.9 39.6 33.1 6.5
Pension Asset Management «-eeeeeseeeseseenens 43.0 41.5 1.5 20.3 19.9 0.3 22.4 21.3 1.0
Securities Processing Services «eeeeeeeeeeeeieeenen 19.5 14.4 5.0 13.1 8.5 4.5 17.2 11.7 5.4
Real EState -eeeeeeeeeerrneeeerrrninrernuninnerniiineeeninennnn. 31.8 30.0 1.8 23.9 22.6 1.2 269 27.0 (OO)
Fees Paid for Outsourcing - --swewsseeesseiueneens (26.1) (27.3) 1.2 _ _ _ _ _ _
Stock Transfer Agency Services ««eeeseueeseenee (12.1) (13.0) 0.9 — — — — — —
Fiduciary Services «essssssmmmmmmeeermnnnnnssssssssssns (14.0) (14.3) 0.3 _ _ _ _ _ _
OLhErs® erereeesesesesrsrssiesesesesesssssssssssssesesesessssssens 45 1.0 35 (10.5) (11.4) 0.8 (12.6) 9.9) (2.6)
Total ceeeeeeeerrrerreri e ¥ 305.7 ¥297.7 ¥ 8.0 ¥173.8 ¥175.9 ¥ (20) ¥216.8 ¥ 2154 ¥ 1.4

* Include cost of capital funding, dividend of shares for cross-shareholdings, general and administrative expenses of headquarters, etc.
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Business
Group Business Details Major Subsidiaries
Retail Financial Services Business aims at being our retail customers’ main  * Sumishin Card Company, Limited
» bank for asset management and asset servicing by providing a broad array + Sumishin Guaranty Company Limited
@ . . . .
glg of financial products ranging from banking products such as time . STB Wealth Partners Co., Limited
8L deposits, foreign currency deposits and loans, and mutual funds and annu-
» .. . .
w -5'-' ities, as well as offering trust and property management services such as
c . .
@ S will trusts and estate settlement services.
59
[0
2y
1)

sseuIsng SeoIAIeg
[e1oUBUIY S|BSS|OUAA

Wholesale Financial Services Business provides corporate customers with
“market-based loans” financing including real estate non-recourse loans
and asset-backed securities (ABS) structured in both domestic and overseas
financial markets, in addition to conventional corporate loans. By provid-
ing these financing services as well as asset securitization arrangements,
M&A advisory, corporate consulting, stock transfer agency and a wide
range of other financial services, the Sumitomo Trust Group is helping its

customers maximize their corporate value.

* STB Leasing Co., Ltd.

» Sumishin Matsushita Financial Services Co., Ltd.
* First Credit Corporation

¢ Life Housing Loan, Ltd.

* BUSINEXT CORPORATION

* Japan TA Solution, Ltd.

uoIsSIAIq 81e1s] [eay

Real Estate Division provides total real estate solutions for a wide range of
customers by making use of its close cooperative relationships both within
and beyond the Sumitomo Trust Group. The main areas of operation of
this division are (1) real estate transaction services (such as real estate broker-
age, securitization and consulting), (2) real estate investment management
(such as REIT and real estate private fund investment), and (3) real estate

infrastructure services (including real estate trust and appraisal operations).

* Sumishin Realty Company, Limited
* STB Research Institute Co., Ltd.

* STB Real Estate Investment Management Co., Ltd.

dnouy) saoinieg Aeronpi4

Fiduciary Services Group is comprised of three businesses: pension trust,
investment management and securities processing. The pension trust busi-
ness provides a complete service from pension system consulting, system
design and operation to the administration and management of pension
funds, subscriptions, beneficiaries and benefit payments. The investment
management business provides asset management products and services to
domestic and overseas institutional investors as well as to corporate, pension
and retail customers. Finally, the securities processing business provides cus-

tody and settlement services for domestic and overseas securities.

* Japan Pension Operation Service, Ltd.

* Japan Trustee Services Bank, Ltd.

* STB Asset Management Co., Ltd.

* Sumitomo Trust and Banking Co. (U.S.A.)

* Sumitomo Trust and Banking (Luxembourg) S.A.

dnouxy) syayep [eqolD

Global Markets Group handles marketing functions, in which it performs a
variety of market-making services related to foreign exchange and interest
rates brokerage for individual and corporate customers, as well as composi-
tion and sales of market oriented financial instruments and consulting. In
addition, this group handles financial operations, which controls the finan-
cial risks held by Sumitomo Trust, and investment operations, with which it
conducts investment operations for our own account and aim for good

returns.

Sumitomo Trust and Banking 2008 Annual Report
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Business Report

Review of Operations

Wholesale and Retail Client Services Group/
Retail Financial Services Business

Tomoaki Ando

Group President, Wholesale and Retail Client Services Group
Supervising Officer, Retail Financial Services Business
Director, Senior Executive Officer

1. Overview of Business Results
for Fiscal Year 2007

Despite the severe business environment, the Retail
Financial Services Business saw accelerated growth due mainly
to an increase in the total volume of depositary assets. Gross
profit before credit costs on a non-consolidated basis was 87.5
billion yen, a 3.9% year-on-year increase. Net business profit
before credit costs on a consolidated basis, on the other hand,
remained at 30.3 billion yen, a 2.0% year-on-year increase,
almost the equivalent level to the previous year, due mainly to
the effective tax rate after adopting deferred tax accounting
performed in our subsidiaries.

e Gross Profit/Net Business Profit before Credit Costs
100 (Bilions of yen)

80

1L

0 FY2003 FY2004 FY2005 FY2006 Fy2007

[l Non-consolidated Gross Profit before Credit Costs
Non-consolidated Net Business Profit before Credit Costs
[l Consolidated Net Business Profit before Credit Costs

Banking products (time deposits, foreign currency deposits, loans, etc.)
Management products (mutual funds, annuities, etc.)
Trust and property management services

(will trusts and estate settlement services, etc.)
For details of businesses in this segment, please see pages 180-181

2. Business Environment in Fiscal Year 2007

The Japanese economy continued its gradual expansion
in the first half of fiscal year 2007. In the latter half of the
year, however, corporate profit was oppressed due to the eco-
nomic turmoil in financial markets triggered by the U.S. sub-
prime mortgage problems and the increased costs of energy
and raw materials. In addition, a fall in stock prices and the
increased prices of oil-based products as well as groceries led
to prudent consumption; and thus, Japan’s economy slowed
down. Along with these events, in response to the global eco-
nomic turmoil in financial markets, including stock
exchanges, retail investors” appetite for risk showed restraint.

However, the shift of retail investor assets from savings to
investments continued to occur. Anxiety about the public
pension program escalated, since the “pension record-keeping
problem*®” occurred in 2007. Also, people showed a real con-
cern about inflation, while observing the increasing costs of
familiar daily goods. All these are directing people to give a
great deal of thought to a self-sustainable lifestyle and assets
management. In anticipation of the mass retirement of Japan’s
baby boomer generation beginning in the spring of 2007,
financial institutions took steps to significantly increase the
quality and range of their services, improving the environment
for investors; and thus, facilitated the aforementioned shift.

*The pension record-keeping problems became a major political issue when it was
revealed that over 50 million pension accounts were unidentified due to record-keep-
ing errors by the Social Insurance Agency.
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3. Basic Strategy and Business
Performance in the Fiscal Year 2007

In the Retail Financial Services Business, we are providing
high value-added services in our conventional type of consult-
ing based on a business model, called the “main bank for asset
management and servicing.”

Specifically for our major customers, those over 50 years
old, we provided the optimal combination of asset manage-
ment plans and products that took into account their stage of
life, by capitalizing on our consulting strengths and expertise
as a trust bank, engaging in a wide range of operations includ-
ing real estate and pension asset management. In so doing, we
aimed both to expand in terms of the amount of transactions
per customer, and to increase the balance of deposits and of
products with returns based on performance (mutual funds,
insurance products, etc.).

In January 2008, we revamped our preferential member-
ship service, “Advantage Service” into one which is “easier”
and “more attractive” to use. Without customers having to
make an application and with no annual fees, we provide cus-
tomers, depending on their individual trade details, with
interest bearing time deposits, discounts on various fees, and
privileges for travel and health care, supporting them in a
quality life style in addition to the management and operation
of their precious assets. As strategies for the wealthy client seg-
ment, we are aiming to provide a wide range of financial
products and services, such as real estate, sales activities for
will trusts and estate settlement services, business inheritance,
including “Sumishin SMA” (Separately Managed Account) in
an effort to expand the base of wealthy customers and encour-
age further transactions.

¢ Volume of Total Depositary Assets from Individuals
12 (Trillions of yen)
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M Ordinary Deposits [l Loan Trusts, Money Trusts and Time Deposits (Variable Interest)
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As a result of these strategies, the volume of depositary
assets grew with the overall volume increasing to 10.2 trillion
yen, a 2.9% year-on-year increase.

Furthermore, although we have been strengthening our
operation with regard to loans to individuals, including hous-
ing loans, the outstanding volume of loans at the end of fiscal
year 2007 was 2 trillion yen, the equivalent level to the previ-
ous year, influenced by increased land and house prices, in
addition to a significant decrease in new privately-owned hous-
ing units started, which resulted from the revised Building
Standards Act.

Meanwhile, fee-generating operations pertaining to
mutual funds and other products in fiscal year 2007 was 23.5
billion yen, a 17.5% year-on-year decrease, as a result of decel-
erating sales in the latter half of the year, whereas the adminis-
tration fees associated with the buildup in volume of the
balance increased by 23.5% year-on-year.

¢ Sales Volume and Fee Revenue
of Mutual Funds/Annuities

800 (Billions of yen)

(Billions of yen) 40

600 30

il

0 FY2003 FY2004 FY2005 FY2006 FY2007
Sales Volume (Left) M Fee Revenue (Right) == Sales Fee = Administration Fee
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Business Report

Review of Operations

Wholesale and Retail Client Services Group/
Wholesale Financial Services Business

Tomoaki Ando Teruhiko Sugita
Group President , Wholesale and Retail Client Services Group ~ Supervising Officer,
Director, Senior Executive Officer

1. Overview of Business Results
for Fiscal Year 2007

During fiscal year 2007, the Wholesale Financial Services
Business operated under the influences of the decreased
demand for funds in the face of increased prices of crude oil
and raw materials and continuing rise of the yen, which
oppressed corporate profit in the latter half of the year, and of
the restraint in investment in overseas credit-related assets,
which was led by the economic turmoil in financial markets
triggered by the U.S. subprime mortgage problems. On a con-
solidated basis, gross profit before credit costs for the fiscal year
0f 2007 was 96.3 billion yen, a decrease of 8.5% year-on-year.

Net business profit before credit costs on a non-consoli-
dated basis stood at 59.9 billion yen, a decrease of 13.7%, and
that on a consolidated basis was 92.8 billion yen, a drop of 3.4
% year-on-year.

e Gross Profit/Net Business Profit before Credit Costs

120 (Billions of yen)

100

80

60

40

20

0 FY2003 FY2004 FY2005 FY2006 Fy2007

Il Non-consolidated Gross Profit before Credit Costs
[ Non-consolidated Net Business Profit before Credit Costs
[l Consolidated Net Business Profit before Credit Costs

Contents of Business
(]

Wholesale Financial Services Business President
Director, Senior Executive Officer

2. Business Environment in Fiscal Year 2007

The domestic front during fiscal year 2007 rapidly
became severe, owing partly to the increased material costs
and the yen’s rise particularly in the latter half of the year, and
to the sluggish growth of exports resulting from the economic
slowdown abroad. In addition to these oppressing factors in
income, prolonged economic turmoil in financial markets
triggered by the U.S. subprime mortgage problems, and
increasing uncertainty over the global economic outlook led
to tightening of corporate financial demand for capital invest-
ment and other needs.

Amid these conditions, the lending race by banks has
continued at a pace surpassing capital demand; and thus, loan
rate spreads continued to decrease.

In contrast, the international financial and capital mar-
kets remained in a state of turmoil triggered by the U.S. sub-
prime mortgage problems since the summer of 2007. In
securitized products markets, which were the epicenter of the
problem, the drop of securitized products prices continued
along with declines in credit ratings.

Moreover, in the stock transfer agency field, despite a
year-on-year fall in the number of new listings (IPOs) on
stock markets, with the introduction of electronic stock cer-
tificates, which is planned to begin in January 2009, all stock
transfer agencies have begun serious sales efforts with the aim
of obtaining new business.




3. Basic Strategy and Business
Performance in the Fiscal Year 2007

In an effort to realize loan portfolio diversification and prof-
itability improvement, Sumitomo Trust has shifted from conven-
tional corporate loans to more profitable foreign and domestic
market-based loans and individual loans.

As a result, market based loans came to form a component of
the core portfolio and the ratio of market based loans among the
overall loan balance reached approximately 25% at the end of fis-
cal year 2007.

The balance of loans (including bonds with credit risk) to
corporations was 11.4 trillion yen, almost the equivalent level of
the previous year, owing to our suppressive management of over-
seas credit investment in response to the financial market turmoil,
sluggish growth of loans to domestic corporations, and sales of
loan assets aimed at promoting diversification.

¢ Balance of Loan Portfolio (Non-consolidated)
15 (Trillions of yen)

10

0 3/05 3/06 3/07 3/08

Corporate Loans (Japanese)*' M Sumitomo Trust Group Companies

M Real Estate NRL*> [l Market-Based Loan (domestic; exc. Real estate NRL)

M Market-Based Loan* (international and domestic) [l Individual Loan

*1 Corporate loan (Japanese) includes conventional loan, syndicate loan and loan pur-
chased from other banks.

*2 Real estate NRL includes loan to REIT and investments in CMBS.
*3 Market-based loan (international and domestic) includes bonds with credit risk.

Regarding real estate non-recourse loans, the balance of loans
at the end of March 2008 (managerial reporting basis; including
loans to REITs and investments in CMBS) reached 1.1 trillion
yen, marking a continuous increase of 19.3% year-on-year, led by
transactions of the Tokyo metropolitan office property.

¢ Real Estate NRL Balance
1.5 (Trillions of yen)

0.5

0 3/07 3/08
NRL MRET ECMBS

In the stock transfer agency field, we are working towards
the early realization of our goal of handling stock transfers of 600
listed companies, and of constructing a next-generation stock
transfer agency business for the era of electronic stock certificates.
As of the end of fiscal year 2007, we performed stock transfer
agency tasks for 1,191 companies and the number of sharehold-
ers under management reached 8,280 thousand. The number of
companies we serve increased by 1.3% and the number of share-
holders under management by 1.0% year-on-year.

e Number of Shareholders under Management
and Client Companies

15,000 (Thousand of people)

10,000 1,000
5,000 ‘ 500
0

0 3/04 3/05 3/06 3/07 3/08
Shareholders under Management (Left) [l Client Companies (Right)

(Companies) 1,500
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Business Report

Review of Operations

Wholesale and Retail Client Services Group/

Real Estate Division

Tomoaki Ando
Group President, Wholesale and Retail Client Services Group
Director, Senior Executive Officer

Rikiya Hattori
Division President, Real Estate Division
Director, Managing Executive Officer

Gross profit before credit costs for the real estate business
was 31.8 billion yen on a non-consolidated basis, a 6.0%
year-on-year increase, due to the accumulation of brokerage
fees that centered on large-sized commercial properties in the
Tokyo metropolitan area and fees from securitization.
Sumitomo Trust secured a net business profit of 23.9 billion
yen on a non-consolidated basis, a 5.8% year-on-year
increase. On a consolidated basis, however, net business prof-
it before credit costs stayed at 26.9 billion yen, almost the
same level as in the previous fiscal year, as Sumishin Realty
Company, Limited, which offers housing brokerage remained
slightly sluggish.

40 (Billions of yen)

30
20 | | |
10 | | | |

0 FY2003 FY2004 FY2005 FY2006 Fy2007

M Non-consolidated Gross Profit before Credit Costs
Non-consolidated Net Business Profit before Credit Costs
Consolidated Net Business Profit before Credit Costs

Real estate transaction services (including
brokerage, securitization, consulting)
Real estate investment management
(including REIT and private real estate
fund investment)

Real estate infrastructure services
(including real estate trusts, appraisal services)

For details of businesses in this segment, please see
pages 184-185

¢ Real Estate Transaction Market

The real estate brokerage market remained on track dur-
ing the first half of the year. However, the market took a sud-
den turn in the second half as it started to face tough
conditions under the influence of the U.S. subprime mortgage
problems and other factors. In the commercial real estate mar-
ket, there were increasing transactions of assets of the central
government, local public bodies, independent administrative
agencies, etc. amid the accelerated disposal of such assets.
However, the brokerage demand except for blue chip proper-
ties in the Tokyo metropolitan area weakened its strength
partly because financial market turmoil, as seen in a global
stock decent, led to the diminishing of institutional investors’
demand for acquiring profit-earning real estate. As for housing
brokerage for individual customers, new construction was
sluggish in response to financial market forces and enforce-
ment of the revised Building Standards Act. In contrast,
demand for existing properties remained firm as such proper-
ties increased their relative attractiveness.

¢ Real Estate Securitization Market

While needs for real estate securitization remained strong
as a method to address the challenge of improving financial
health, diversifying the means of funding and coping with
accounting system changes, the amount of real estate assets
which were securitized in fiscal year 2007 stood at 8.4 trillion
yen, a slight increase year-on-year, due partly to an increase of
securitized properties whose securitization period expired.

22




As a result of implementing the initiatives of (1) strength-
ening ties with investors and developers as well as with other
business groups within our company, (2) expanding and ener-
gizing the customer base, and (3) promoting full-fledged oper-
ation of the real estate investment management business,
Sumitomo Trust secured results comparable to those of fiscal
year 2005 where overall gross profit was strong despite the
severe business environment.

50 (Billions of yen)

e !
30 I

20

10

0 Fy2003 Fy2004 FY2005 FY2006 FY2007

Brokerage (Commercial) Brokerage (Residential) [l Securitization
M Investment [ Asset Management

* Real Estate Transaction Services

In the first half of the year, we improved our performance
particularly in the brokerage of large-sized prime assets in the
Tokyo metropolitan area. However, due to slowdown and
other factors in the second half of the year, the annual results
remained unchanged to stand at 21.3 billion yen, a 0.5 billion
yen year-on-year increase. As for real estate securitization-
related business, although we focused our energies on securiti-
zation of office buildings in the Tokyo city center, as overall
market growth level remained unchanged from the previous
fiscal year, both the number and volume of clients’ assets grew
only moderately.

¢ Real Estate Investment Management

The result of equity investments was 3.3 billion yen, a 0.3
billion yen increase year-on-year. The volume of assets under
management of STB Real Estate Investment Management,
which was established in November 2005 as an investment advi-
sory company specializing in real estate securitization, was in

excess of 200 billion yen, as it accumulated assets in a stable
manner by acquiring large office buildings with the help of its
strong leasing capabilities. Performance of pension and other
asset management up to now has been rated highly by domestic
institutional investors.

250 (Billions of yen)
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0 3/06 3/07 3/08
Private Fund J-REIT

* Real Estate Infrastructure Services

Results came to 3.9 billion yen, a 0.3 billion yen increase
year-on-year. In an effort to secure stable revenues, Sumitomo
Trust implemented initiatives such as building up entrusted
assets and increasing the number of real estate appraisal busi-
nesses as part of an effort to accommodate the Corporate Real
Estate (CRE) Strategies of corporations. As a result, perform-
ance was on a gradual increasing trend.

* CRE strategies are aimed at improving corporate value through utilization of the real
estate assets of corporations.

5 (Trillions of yen) (Transactions) 1,000
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Entrusted Assets (Left) Number of Trust Agreements (Right)
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Business Report

Review of Operations

Fiduciary Services Group

ices, etc.)

Akio Otsuka

Group President, Fiduciary Services Group
Director, Senior Executive Officer

The Fiduciary Services Group produced accelerated
growth of business results due to an increase in entrusted
assets. Gross profit before credit costs on a non-consolidated
basis was an all-time high of 62.4 billion yen, an 11.6%
year-on-year increase. As a result, net business profit before
credit costs was 39.6 billion yen on a consolidated basis, a
19.6% year-on-year increase and 33.4 billion yen on a non-
consolidated basis, a 17.2% year-on-year increase.

80 (Billions of yen)
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0 FY2003 FY2004 FY2005 FY2006 FY2007

M Non-consolidated Gross Profit before Credit Costs

Non-consolidated Net Business Profit before Credit Costs
Consolidated Net Business Profit before Credit Costs

Pension trust (pension system planning, asset management, pension subscriber/
beneficiary management, etc.)

Investment management (development, due diligence and provision of managed
products, investment advisory services, discretionary investment management serv-

Securities processing (custody including trade settlement, interest & dividend collec-
tion and other processing of securities, securities lending, etc.)
For details of businesses in this segment, please see pages 186-187

Due to an increase of corporations adopting defined con-
tribution pension plans with the aim of stabilizing the costs of
employee retirement benefits, as well as signs of corporations
revising their pension plans in anticipation of the elimination
of qualified pensions set to take effect in 2012, the corporate
pension market is anticipated to produce continued growth
moving forward.

In asset management, under the influences of falling stock
prices and the rise of the yen triggered by the U.S. subprime
mortgage problems since the summer of 2007, the average
return on corporate pensions posted a considerable negative
result for the first time in five years since 2002. Despite the
severe conditions, alternative investments which focused on
stabilized return increased.

Overall Business Results

Despite the harsh business environment in the second half
of the year as illustrated by falling stock prices and the strong
yen, the volume of entrusted assets as of the end of March
2008 expanded. This was driven by the following two products
that supported, in particular, profits for the Fiduciary Services
Group: “mutual funds” which remained robust with a market
share of securities investment trusts at over 20% as of the end
of the year*, and “pension trusts” that increased the total vol-
ume of entrusted assets through alternative management, in
addition to passive management and active management.

*Share among trust banks estimated by Sumitomo Trust
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¢ \Volume of Entrusted Assets
80 (Trillions of yen)
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Public Pension [ Pension Trust [l Pension Tokkin [ Tokkin
M Securities Trust, etc. IMutual Funds

* Pension Trust Business

On the strength of our aggressive sales activities capitaliz-
ing on our consulting capabilities, as well as our multi-prod-
uct strategy, our pension trust business built on solid growth.
This was seen by the fact that in terms of a net change attrib-
uted to share changes among trustees, we secured a net
increase in the volume of entrusted assets for as long as five
years since August 2002. With regard to systems, the driving
forces were our support strength not only for traditionally
adopted defined benefit corporate pension plans, but also for
defined contribution pension plans which have drawn a high
degree of interest in recent years. With regard to management,
the expansion of entrusted assets was driven by our high-
added-value managed products, such as actively managed
products and alternative investment products, in response to
diversification of needs for asset management.

¢ |[nvestment Management Business

There was a capital influx in all product segments, includ-
ing mutual funds managed by our subsidiary, STB Asset
Management, and discretionary investment management serv-
ices primarily for public institutions. However, the volume of
outstanding assets under the management of the Sumitomo
Trust Group stayed at 27 trillion yen at fair value, a 1.5%
year-on-year increase, reflecting the falling stock prices.

Fiduciary services for alternative investment products led
by hedge funds continued to grow, with the volume of
entrusted assets reaching 991.4 billion yen, an 8.4% year-on-
year increase. The ratio of pension assets under active manage-
ment also rose to an industry-leading figure of 53%. Such
highly profitable products are contributing to the steady
improvement of the rate of pension return.

Our discretionary investment management services are

still in strong demand, especially from European customers,
partly because our Japanese stock products maintained high
evaluations from rating agencies. However, due to the weak-
ness in the Japanese stock market itself, the number of
investors who put off actual investment increased.

e Assets under Sumitomo Trust Group Management
30 (Trillions of yen)
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Public Pension [ Investment Advisory (Inc. Crossborder) [l Pension Trust
M Mutual Funds (by STB Asset Management)

e Securities Processing Business

Market share by volume of stock investment trusts
increased steadily by 1.5% year-on-year. The balance of assets
entrusted in mutual funds showed a steady increase partly due
to the increased amount of assets transferred from Barclays
Global Investors Japan Trust & Banking Co., Ltd., which
Sumitomo Trust acquired.

Global custody services, which our overseas subsidiary in
the United States mainly implemented, also produced steady
growth with the volume of assets entrusted mainly in mutual
funds at 179 billion dollar, a 7.2% year-on-year increase, lead-
ing to the highest rise in contribution to consolidated profits.

¢ Global Custody Business by STB USA

80 (Millions of U.S. Dollars) (Billions of 200
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Business Report
Global Markets Group

Review of Operations

Contents of Business
L]

Sumikazu Tsutsui
Group President, Global Markets Group
Director, Managing Executive Officer

Overview of Business Results
for Fiscal Year 2007

During the first half of fiscal year 2007, the policy inter-
est rate at the Bank of Japan was gradually raised even at low
levels, in response to the government operation of financial
policies, based on scenarios for a “positive cycle of growth in
production, income, and spending” and “flow of income
from the corporate sector to the household,” set up after the
March 2006 lifting of the quantitative easing policy.
However, easy monetary policy at home and abroad was
taken in the latter half of the year, due to the financial market
turmoil triggered by the U.S. subprime mortgage problems
since the summer of 2007, which caused a reversal of the pre-
vious uptrend in interest rates.

Even in an environment dominated by such an unfavor-
able wind, our global markets business secured a year-on-year
increase in income and profit by profit increase related to the

* Gross Profit/Net Business Profit before Credit Costs*

financial operations and marketing functions. Thus, gross
profit before credit costs was 49.3 billion yen, a 1.0% year-
on-year increase, and net business profit before credit costs
was 39.8 billion yen, a 0.7% year-on-year increase, both
almost the same level as in the previous year.

In investment operations, performance was weak, due
mainly to interest rates, leading to a substantial year-on-year
profit decrease.

Marketing functions, on the other hand, remained our
steady source of profit as a result of proper management of
interest rate risks arising from loans and deposits, as well as
effective accumulation of our profit from market-making that
is linked to foreign exchange and interest rates.

With regard to market operations that focused on poten-
tial market risks involved in the overall balance sheet, our
bond market operations realized a considerable performance
increase by precisely capturing the downtrend of interest rates

in the second half of the fiscal year.

¢ Breakdown of Gross Business Profit

60 (Billions of yen)
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l Gross Profit before Credit Costs
[ Net Business Profit before Credit Costs

* This segment does not contain operations outside of the parent operation, thus fig-
ures here are not presented as consolidated/non-consolidated data.

[/ Marketing Functions [ Financial Operations [l Investment Operations
<@~ Gross Business Profit
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Governance Report

Changes in Business Environment and
Our Initiatives

Basel Il (Implemented in the fiscal year 2006)

The Basel II framework set out new regulations for calculating
the capital adequacy ratio of financial institutions.

In light of the recent progress of financial institutions’ risk
management practice and advances in financial technology, the
Basel II framework seeks to assess more precisely the risks that
financial institutions face as well as to promote improvement of

their risk management capabilities.

eKeyword 1: Three Pillars
The three pillars of the Basel II framework are based on the
following three perspectives:
1) The minimum required capital which is stipulated in the
First Pillar;
2) Self-management by financial institutions and validation process
by supervising authorities which are stipulated in the Second Pillar;
3) Information disclosure standards for boosting the effectiveness

of market discipline which are stipulated in the Third Pillar.

Financial Instruments and Exchange Law
(Implemented in September 2007)

The Financial Instruments and Exchange Law (the “FIEL”) is
the legislation enacted for the purpose of securing the functioning
of markets toward shifting “from savings to investment” and pro-
moting more globalized financial and capital markets. The FIEL
seeks to strengthen user (investor) protection rules and improve
user convenience by developing a cross-sectoral legal system which
covers a wide scope of financial instruments with strong invest-

ment purposes.

eKeyword 2: Suitability

One pillar of the FIEL is the “Principle of Suitability.” The
FIEL requires financial institutions to sell financial products suited
not only to investors’ knowledge, experience and financial situa-
tion, which had been specified under the previous Securities and

Exchange Law, but also to their objectives.

Internal Control Report System
(Implementation started in the fiscal year 2008)

The Internal Control Report System (the Japanese version of
the Sarbanes-Oxley Law, “J-SOX Law”) is stipulated under Article
24-4-4 of the FIEL (System for Ensuring Appropriateness of
Statements on Finance and Accounting and Other Information).
The FIEL requires listed companies to submit an Internal Control
Report and to undergo audit by an external auditor concerning the
Internal Control Report.

eKeyword 3: Internal Control Report

Management is responsible for appropriate development and
implementation of internal control with regard to financial report-
ing. When making evaluation of the effectiveness of internal con-
trol, management must also decide on the policy and scope for the
evaluation and formulate a plan. Further, they are required to eval-
uate the state of the development and implementation and to pre-

pare and submit an Internal Control Report.
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*P. 30-31
Corporate Governance, Internal Control

This section describes that the essence of the trust business
(“Confidence and Integrity”) and Sumitomo’s basic business prin-
ciple (“Placing Prime Importance on Credibility and Sound
Management”) comprise the basic policy of Sumitomo Trust and
the platform of corporate governance.

It presents an overall picture of our corporate governance
framework and internal control activities for the purpose of speed-
ing up decision making and business execution processes with an
executive officer system and a business group management system

as the core.

*P. 32-33
Compliance Structure,
Fulfilling Accountability to Our Customers

These sections describe how Sumitomo Trust regards the
ensuring of compliance as a core element of its management strate-
gy, in terms of both offense and defense, and gives first priority to
the development of an environment that allows our officers and
employees to behave with honesty and fairness.

They explain our philosophy and action concerning customer
protection toward improving business operations on the basis of
customer feedback and improving customer satisfaction while
complying with suitability requirements under the FIEL and carry-

ing out thorough information provision in an appropriate manner.

*P. 34-36
Risk Management, Capital Management

These sections explain the types of our management risk, the
outline of risk management framework, and policy and system
concerning capital management.

They introduce measures to adapt to new legal and regulatory
frameworks, including the Basel II framework and the FIEL, as well
as efforts to establish a risk management system that can respond
flexibly to changes in the business environment by strengthening the
functions of managing risks whose importance has grown relatively

following the breakout of the U.S. subprime mortgage problems.

°P. 37
Management of Information Disclosure and
Internal Auditing
This section presents our philosophy and action to disclose
information in a fair and timely manner.
It explains our efforts aimed at ensuring and improving the

effectiveness of internal auditing.

°P, 38
Effort to Enhance Customer Satisfaction
This section presents our philosophy and action to enhance
customer satisfaction through the PDCA (Plan-Do-Check-Action)
cycle, which starts with checks of customer feedback.

*P. 39-40
Personnel that Support Sumitomo Trust
This section describes our initiatives to respect individuality,
encourage self-reliance and the will to take on challenges, and pro-
mote an open corporate culture and human resource nurturing

through fair evaluation and appointment.

*P. 41-42
Corporate Social Responsibility Management
“Sumitomo’s business must benefit not only Sumitomo itself
but also the nation and society in general” — Teigo Iba, Second
Director General of the Sumitomo Family Enterprise.
This section introduces some of our efforts aimed at both con-
tributing to the sustainable growth of society and enhancing our

own corporate value, with this quotation as our basic philosophy.
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Governance Report

Corporate Governance, Internal Control

1. Basic Philosophy

2. Putting This Philosophy into Practice

Since its foundation, Sumitomo Trust has adhered to two
core principles: “Confidence and Integrity” (the essence of the
trust business) and “Placing Prime Importance on Credibility and
Sound Management” (Sumitomo’s basic business principle). These
principles are based on the belief that our business activities are in
close association with the economy and society and require a
strong sense of public service. Accordingly, in fulfilling our social
and public responsibilities, it is essential that we gain the unshak-
able trust of all our stakeholders, including customers, sharchold-
ers, employees and society at large.

Also Sumitomo Trust places the customer first as the founda-
tion of its management, and places its efforts into the framing and
execution of management measures by sincerely gathering the
opinions and assessing the needs of its stakeholders beginning with
customers.

At the Sumitomo Trust Group, based on these management
principles, we have positioned corporate governance as a mecha-
nism that concerns the decision making, execution and supervision
that Sumitomo Trust carries out in the interests of achieving sus-
tainable growth and development through more efficient and
transparent management, and as such we make constant efforts to

reﬁne our governance.

(1) Decision Making and Business Execution

At Sumitomo Trust, which is at the core of the Group, we
have adopted an executive officer system as well as a business group
management system in an attempt to speed up managerial deci-
sion-making and business execution. The Board of Directors,
which meets at least once a month, makes decisions on important
business matters, including basic management policies, and also
supervises the business execution performance of the directors and
executive officers. Directors and executive officers are appointed
based on criteria such as ability, knowledge and skills critical to
making management policy decisions and supervising business exe-
cution and a sense of responsibility in executing business.

Under the Board of Directors, we have established the
Executive Committee, which meets every week, as well as a num-
ber of other committees* meeting on a weekly to monthly basis, in
order to discuss and make decisions on important matters such as
those related to business strategies and risk management.
Moreover, in order to promote the consolidated management of
the Group, we have established the Consolidated Management
Promotion Department, which supervise our subsidiaries and affili-
ates, along with a special department in charge of consolidated
management specifically to grasp and manage these overseeing
departments in an integrated fashion. The heads of these oversee-
ing departments also participate in the management of the sub-
sidiaries as non-executive directors, and the overseeing departments
and Consolidated Management Promotion Department periodical-
ly report the outlook of each subsidiary and affiliate to the Board
of Directors and Executive Committee.

*1 ALM Committee, Credit Risk Committee, Fiduciary Asset Management
Committee, etc.

¢ The Internal Control System Including Business Execution and Supervision

General Meeting of Shareholders

Board of Directors Chairman of the Board

President and CEO

Executive Committee

ALM Committee

Credit Risk Committee

|— Fiduciary Asset Management Committee

Board of Statutory Auditors
Statutory Auditors

Internal Audit Department

Wholesale and Retail Client Services Group :

—— Retail Financial Services Business

Wholesale Financial Services Business

—-— Real Estate Division

— Fiduciary Services Group
E— Global Markets Group

—— Business management departments
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(2) Scope and Basic System of Internal Control

Sumitomo Trust has determined the scope of internal control
as to encompass the six areas of 1) compliance, 2) thorough
enhancement of customer protection and convenience, 3) develop-
ment and establishment of appropriate management systems for
various risks, 4) capital management, 5) information disclosure, and
6) internal auditing. The Board of Directors decides on policy for
sound and appropriate operations under appropriate management
control. For the management systems that have been developed and
established based on these policies, please refer to pages 32-37.

¢ Basic Policy of Internal Control System Structure

Compliance
Policy

Customer Protection
Management Policy

Internal Audit
Policy

Operational Soundness
and
Appropriateness

Information Disclosure
Policy

Risk Management
Policy

Capital Management
Policy

(3) Auditing System

Sumitomo Trust employs a corporate auditor system. The
Board of Statutory Auditors, which comprises five auditors, includ-
ing three external auditors, audits the execution of duties by the
directors based on audit policies and plans formulated by itself
with due consideration of the need to examine the consolidated

operations of the Sumitomo Trust Group as a whole.

e Activities of External Auditors at Meetings

In order to ensure the objectivity and neutrality of the man-
agement oversight function and enhance the effectiveness and effi-
ciency thereof, Sumitomo Trust employs a three-tier auditing
system that combines auditing by the Statutory Auditors with
internal auditing by the Internal Audit Department and auditing
by certified public accountants and seeks to strengthen cooperation
among the three groups of auditors. One of the three external
auditors is a person with a business background in a non-financial
industry and with experience in matters concerning business man-
agement. The other two are a law academician knowledgeable
about the Corporate Law as well as the management and opera-
tions of financial industries and an academician who has experi-
ence in the management of a financial institution. The
appointment of persons from various fields and with various back-
grounds for external auditors enables the implementation of audits
from diverse viewpoints based on expert knowledge.

We have a Statutory Auditors Office which assists the auditors
in the performance of their duties and makes arrangements so that
necessary information can be obtained in a timely and appropriate
manner, particularly for the part-time external auditors. This office
oversees preparation of materials such as resolutions, holds opinion
hearings, and compiles various reports as required.

In addition, we are strengthening our internal auditing.** The
Board of Directors has set out an internal audit policy pertaining to
the internal management system including risk management, and
receives reports concerning auditing results in a timely and appro-
priate fashion from the Internal Audit Department, which is inde-
pendent of the departments pertaining to business execution.
Moreover, we also implement external auditing concerning the
effectiveness of the risk management system as necessary.

*2 For details concerning internal auditing, please refer to page 37.

Name Post

Activities

Koichi Takamura | Full-time auditor

At meetings of the Board of Directors, Mr. Takamura asks questions and expresses opinions as necessary mainly from
his standpoint as a full-time auditor with experience in manufacturing business. At meetings of the Board of Statutory
Auditors, he exchanges views with other auditors with regard to the results of audits and hold consultations on impor-
tant matters concerning audits. It should be noted that Mr. Takamura concurrently serves as a part-time auditor (on an
unpaid basis) at several subsidiaries of Sumitomo Trust, thereby contributing to the enhancement of the audit frame-
work for the Sumitomo Trust Group as a whole.

Hitoshi Maeda Part-time auditor

At meetings of the Board of Directors, Mr. Maeda asks questions and expresses opinions as necessary mainly from his
Professor emeritus, | standpoint as a legal expert. At meetings of the Board of Statutory Auditors, he exchanges views with other auditors
Gakushuin University | with regard to the results of audits and hold consultations on important matters concerning audits.

Part-time auditor
Professor,
Senshu University

Koji Hirao

At meetings of the Board of Directors, Mr. Hirao asks questions and expresses opinions mainly from his standpoint as an
expert on the management of financial institutions. At meetings of the Board of Statutory Auditors, he exchanges views
with other auditors with regard to the results of audits and hold consultations on important matters concerning audits.
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Governance Report

Compliance Structure

1. Basic Philosophy

Compliance with laws, regulations and other rules, including
social norms, is a core element of Sumitomo Trust’s management
strategy, in terms of both offense and defense, as we exercise the
asset management-type financial intermediary function, which
combines the financial intermediary function and the asset man-
agement function. We thus regard the ensuring of compliance as
one of the most important management tasks.

We have developed a compliance structure that encompasses
Sumitomo Trust’s in-house rules, a compliance manual, check
measures and promotion measures, so that all of our directors and
employees including those of our domestic and overseas sub-
sidiaries and affiliates would “strictly adhere to all laws, rules and

» «

social regulations,” “respect human rights and ethics and not tres-
pass against moral law” and “behave with honesty and fairness,” as
is stated in the Ethics Charter.

In order to establish an organization that tackles challenges
and resolves problems through a self-cleansing process through the
above measures, we are striving to ensure that the PDCA (Plan-

Do-Check-Action) cycle regarding compliance works effectively.

2. Putting This Philosophy into Practice

(1) Compliance Structure

The Legal and Compliance Department is in charge of and
centrally manages compliance-related annual practice plans such as
the development of the compliance system for Sumitomo Trust.
The department handles promotional activities and measures such
as the development of related regulations and training. Moreover,
in order to develop the compliance structure and carry out thor-
ough practice throughout the Sumitomo Trust Group, this depart-
ment provides guidance on developing a structure at subsidiaries
and affiliates (including organizations, regulations and systems) in
cooperation with those subsidiaries and affiliates.

The Compliance Committee, which is chaired by the director
in charge of the Legal and Compliance Department, investigates
and resolves problems concerning compliance, and when necessary,

makes reports and gives advice to the Board of Directors regarding

how to deal with these problems. The Board of Directors in turn
reflects the contents of these reports in its management policies.

In order to promote the steady practice of compliance, we
have established a system under which Compliance Officers are
appointed at our head office and at all branches and departments
in Japan and overseas. These Compliance Officers carry out moni-
toring on a daily basis as a primary check, while the Internal Audit
Department conducts auditing as a secondary check.

In addition, we have constructed systems that allow appropri-
ate action to be taken promptly when the need arises. For example,
we have established a Compliance Hotline through which employ-

€€s can make dil‘CCt I‘CpOI‘tS to management.

e Compliance Structure

Board of Directors

Executive Committee

Compliance Committee

Legal and Compliance Department

Overseas Locations
Compliance Officers

Domestic Branches
Compliance Officers

(2) Enhancement of Compliance in Daily Work

Sumitomo Trust is enhancing its training courses in order to
foster compliance awareness throughout the institution. The
Legal and Compliance Department has the primary responsibility
for providing training regarding institution-wide compliance
themes. Meanwhile, Compliance Officers assigned to branches
and business divisions are responsible for enhancing compliance
awareness and ensuring thorough compliance there by holding
branch-by-branch and division-by-division training courses and
by providing guidance and instructions in daily work processes.

Also, the Legal and Compliance Department has established
arrangements and procedures for legal checks and is enhancing the

function of supporting branches and business divisions.
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Governance Report

Fulfilling Accountability to Our Customers

(Customer Protection Management)

1. Basic Philosophy

As financial institutions’ operations, products and services
become more diversified and complex in the wake of recent trends
towards financial liberalization and advances in financial technology,
Sumitomo Trust is aware of its increasing accountability to properly
explain products to its customers. Moreover, the need to respond
appropriately to customer complaints and requests and the impor-
tance of managing customer information are greater than ever before.

Under these circumstances, as a trust bank grounded in the two
core principles of “Confidence and Integrity” (the essence of the trust
business) and “Placing Prime Importance on Credibility and Sound
Management” (Sumitomo’s basic business principle), Sumitomo
Trust is positioning improved customer response (“Customer
Protection”) alongside compliance as its most important management
task, and strives to strengthen its efforts with the aim of building “the

Number-one Brand of Choice in terms of Customer Satisfaction.”

2. Putting This Philosophy into Practice

(1) Formulation of Rules and Organizational Reform in
Response to Changes in Business Environment

In order to adapt to changes in the business environment, such
as the enforcement of the FIEL, and practice customer-oriented-
business management, Sumitomo Trust established a policy (the
Customer Protection Management Policy) on the development and
establishment of a system aimed at enhancing customer protection
and convenience.

Based on the Customer Protection Management Policy,
Sumitomo Trust has made organizational reforms, including the
establishment of the Customer Satisfaction Promotion Department,
and formulated a manual for the provision of explanations to cus-
tomers, which requires full compliance with the “suitability rule”
and specifies the appropriate procedures for the provision of infor-
mation. We will continue efforts to foster an institution-wide aware-
ness of the importance of customer protection through training
courses and establish a relevant PDCA cycle so as to better establish
the customer protection management system and have it more
deeply ingrained throughout the institution. In addition, we will
enhance our arrangements and procedures for managing conflicts of

interest in light of the progress made in financial-sector deregulation.

(2) Employee Action Guides

The employee of Sumitomo Trust already follows an “Ethics
Charter” of Sumitomo Trust and a “Social Activity Charter” for
use as action guides. We publicized a “Promise to Customers,”
which spells out our policy concerning solicitation and sales of
financial products at our branches and on our website. In addition,
by means such as development of company rules and enhanced
training we conduct thorough and adequate solicitation and sales
of financial products from the customer’s standpoint. Moreover, in
keeping with our “Declaration for the Protection of Personal
Information” we are developing an internal system for the appro-

priate protection and use of personal information.

(3) Efforts to Use Customer Feedback to
Improve Services

Sumitomo Trust responds to feedback from customers, such
as inquiries, complaints and requests, in a conscientious manner
and uses such input to improve our services, with the Customer
Satisfaction Promotion Department playing the central role in this
respect. The Compliance Committee checks the status of response
to feedback from customers and its use for the improvement of
services and submits to the Board of Directors and other relevant
parties recommendations and reports regarding policies for
response to feedback.

Although the way feedback from customers is handled may vary
from division to division according to the characteristics of cus-
tomers and business, in the Retail Financial Services Business, we are
actively proceeding with efforts to improve customer satisfaction by
constructing an organizational operation system that thoroughly col-
lects customer complaints and service improvement proposals, and
studies concrete measures. In other groups and divisions also, in the
light of the characteristics of our business operations, we developed a
system of gathering “Voice of Customers,” for service improvement.

By putting in place thorough customer protection and improving
convenience through such measures, as well as by raising our manage-
ment framework to a higher level, Sumitomo Trust is responding to
the expectations and mandate from the society as a financial institu-

tion and linking this to the widening of customers’ support.
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Governance Report

Risk Management

1. Basic Philosophy

As financial businesses become increasingly diverse and com-
plex and the business environment for financial institutions changes
rapidly, risk management is becoming more important than ever.
Sumitomo Trust regards the establishment of a risk management
system suited to the characteristics of businesses as one of the most
important management tasks. Accordingly, we are making constant
efforts to enhance and advance our risk management, which forms
the basis of the expansion of the business scope and the sustainable
growth of the Sumitomo Trust Group.

In fiscal year 2007, we strived to strengthen our existing internal risk
management framework so that we can fully adapt to the introduction of
new legal and regulatory frameworks, including the Basel II framework
and the FIEL. In addition, we are making efforts to establish a risk man-
agement system that can respond flexibly to changes in the business envi-
ronment by strengthening the functions of managing price risk, which is
inherent in credit risk, and market liquidity risk, as the importance of these
risks has grown relative to other risks following the breakout of the U.S.
subprime mortgage problems.

2. Putting This Philosophy into Practice

(1) Types of Risk
Our “Risk Management Policy” classifies risk categories, by the
cause of risk we face in business operations, into credit risk, market

risk, operational risk, and liquidity risk.

¢ Risk Categories

(2) Organizational Structure for Enterprise Risk Management
In accordance with the Risk Management Policy set by the
Board of Directors, Sumitomo Trust has clarified the allocation of
authority, organizational structure and management processes and
procedures so that it can identify, assess, monitor, control and miti-
gate risks based on the PDCA cycle regarding each risk category.
The roles and responsibilities of operational organizations and

departments related to risk management are as follows:

1) Board of Directors

Formulates policies and plans concerning the management of
overall risks that are faced by Sumitomo Trust, and disseminates the
policies and plans throughout the company. It also builds manage-
ment and reporting structures, and vests relevant organizations with

authority.

2) Executive Committee
Sets rules and provisions regarding the identification, assess-
ment, monitoring, control and mitigation of risks, and develops

frameworks to put them into practice.

3) Risk Management related Departments

Responsible for accurate recognition and continuous assess-
ment, appropriate management and administration of risks, as well
as integrity of the compliance (observance of relevant laws and regu-

lations) frameworks.

Processing Risk

Risk Category rz‘:tegﬂ%g%%%mm%ngt Risk Description
TS| Credit Risk Corporate Risk Risk of incurring losses due to the value of an asset (including off-balance sheet assets) decreasing or impairing, owing to reasons
g & Management Department | such as deterioration in the financial condition of a obligor.
s Market Risk Corporate Risk Risk of incurring losses due to fluctuations in the value of assets/liabilities or revenues thereof, either due to fluctuations of items
B c 2 Management Department | such as interest rates, stocks and foreign exchange rates, or owing to fluctuations in the value of other assets.
% % Operational Risk Corporate Risk Risk of incurring loss resulting from inadequate or failed internal processes, people and systems or from external events (including the
2 53 P Management Department | following risks).
« «
SSS Operations Process
ENERED Business Planning Department (or | Risk of incurring losses arising from executives or employees neglecting to engage in proper business activities, or other incidents

Personnel Department
for Internal Fraud)

such as accident or fraud.

Information
Security Risk

[T & Business Process
Planning Department

Risk of incurring losses for reasons such as loss of confidentiality, integrity or availability of information or information systems
belonging to Sumitomo Trust, owing to factors such as information management, system failure or improper management of system
development projects.

Compliance Risk

Legal and Compliance
Department

Risk of incurring losses for reasons such as penalties, claims or lawsuits arising from a lack of compliance with laws, regulations or
social standards in Japan and abroad, or an inability to complete transactions due to contractual impediments including the lack of
necessary provisions or lack of legal capacity by the transaction counterparty.

(1usWanses pereiBelu| Ue se Hep Buisn 1usLusBeug)y ¥siy enTelnueny)

(saU0Bajen) Yisiy |1V 10 1UaLLSSassY ansuayaidiion) yBnoiy) Juawabeueyy Ysik)

Liquidity Risk

Human Risk of incurring losses due to issues such as unequal or unfair management of personnel, including issues related to compensation,
Resource Risk Personnel Department benefits, release from employment and harassment.
Event Risk gggﬂ%tgn/tkdm\mstratlon Risk of incurring losses arising from extraordinary situations such as natural disasters, war and criminal offenses.
Renutational Risk Corporate Risk Risk of incurring losses due to a (possible) major impact on business as a result of deterioration in reputation for Sumitomo Trust or
P Management Department | its subsidiaries, owing to reasons such as mass media reports, rumors or speculation.
Corporate Risk Risk of loss due to inability to secure necessary funds, or due to being forced to pay interest rates significantly above normal in fund pro-

Management Department

curement, and risk of loss due to inability to transact in a market, or due to being forced to accept disadvantageous prices in transactions.
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4) Front Office Departments

Front office departments engage in operational administration
aimed at ensuring the effectiveness of risk management, such as
implementing appropriate controls that reflect the scale and charac-

teristics of risks.

5) Internal Audit Department
The Internal Audit Department assesses and verifies the status

of all activities as an independent department.

(3) Enterprise Risk Management and Integrated Risk
Management (Economic Capital Management)

It is our policy to comprehensively measure various risks we
face, including risk not included in the regulatory calculation of the
capital adequacy ratio, after individually assessing respective risk cat-
egories, and manage these risks by comparing them with our overall
financial strength (Enterprise Risk Management).

In addition, among risks held by our corporate group, quantifi-
able risks (credit risk, market risk and operational risk) are measured
by the integrated VaR*, the combination of various risks measured
by the unified criteria (the one-tailed confidence interval of 99.9%,
the 1 year time horizon) (Integrated Risk Management).

Aiming to achieve simultaneously both of the management
goals of “securing of financial soundness” and “maximization of
shareholders’ value,” the Integrated Risk Management secks to con-
trol the total risk amount for the group as a whole within a certain

target level, and allocates capital to various risk categories and busi-

¢ Risk Management Structure

General Meeting of Shareholders

JUSLWUISBAU| IIPaID) SB8SIanQ
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ness groups according to business plans, and pursues the efficiency
of capital use through risk-return as an indicator.

* Value at Risk (VaR): Risk amount measurement indicator. The maximum amount of
loss anticipated within a certain period (the time horizon) within the range of certain
probability (the confidence interval). The larger the percentile of confidence interval,
the greater the VaR, which means Sumitomo Trust applies conservative economic

poday ssauisng

capital measurement. We are applying an adequately conservative level of measure-
ment with a one-tailed confidence interval of 99.9%.

® Response to Basel [| Framework

The Basel Il framework was implemented in March 31, 2007
to replace the previous framework under the original Basel Capital
Accord, which put in place a set of rules concerning the examina-
tion of the capital adequacy of internationally active banks.

In comparison with its predecessor, the Basel Il framework
seeks to more precisely assess the risks that financial institu-
tions face while promoting improvement of their risk manage-
ment capabilities. Our response to the three pillars of the Basel
Il framework is as follows:

(i) First pillar:
to manage our capital so as to maintain the required capital
as calculated with the prescribed method from the viewpoint
of compliance with the capital adequacy requirement.

(i) Second pillar:
to examine the capital adequacy and efficiency as part of
our internal control.

(iii) Third pillar:
to make adequate disclosure concerning (i) and (i) above so
that the effectiveness of market discipline can be enhanced.

Sumitomo Trust can meet the Basel Il requirements
through its Enterprise Risk Management. For details concerning
this matter, please refer to the Risk Management section of this
Annual Report on page 118-137.
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Governance Report

Capital Management

1. Basic Philosophy

Capital management is aimed at ensuring the soundness of
Sumitomo Trust’s business by improving our capital reserves and
maintaining and increasing the efficiency of our business by making
effective use of capital. Also, capital management encompasses the
implementation of measures concerning capital adequacy, appropri-
ate distribution, evaluation, monitoring and control of capital, and
also calculation of the BIS capital adequacy ratio as stipulated by
laws and regulations.

At Sumitomo Trust, we ensure sufficient capital to meet the
risks we face, and make efforts to improve our capital and the effec-
tiveness of its use by establishing a basic Capital Management
Policy founded on our management policy and the basic policy of

our internal control system.

2. Putting This Philosophy into Practice

(1) Basic Policy Concerning Capital Adequacy and the
Capital Management System
At Sumitomo Trust, we aim to maintain sufficient capital by
operating in accordance with a PDCA cycle as follows: 1) draw up a
capital plan based on the external environment (economic environ-
ment, market environment, etc.) and the internal environment (risk
profile, operational conditions, etc), 2) carry out the capital adequacy

¢ Capital Management System

General Meeting of
Shareholders

Board of
Statutory Auditors

Statutory Auditors

Capital Allocation
Committee

Board of Directors

Executive Committee

Capital Management Departments

Capital Management
against Overall
Risk Amount

Capital Adequacy
Ratio Management

Risk-weighted Capital Capital
asset adequacy ratio adequacy
calculation calculation evaluation
department department rEnEE department
Management
Department

Risk-weighted
asset transaction
management
department

juswipedag Hpny [eusdju]

Branches, Departments and Group companies

measures decided in the capital plan, 3) monitor the capital situation
and evaluate the sufficiency level of capital adequacy as appropriate,
and 4) improve capital and risk control based on the above evalua-
tions. Moreover, we have constructed a necessary system for the
appropriate management of capital by installing a department in
charge of capital adequacy evaluation and one in charge of capital
adequacy ratio calculation as capital management departments.

(2) Capital Adequacy Evaluation Policy and
Overall Risk Amount

At Sumitomo Trust, we evaluate capital and risk under the
capital adequacy evaluation system multilaterally by establishing
multiple definitions as follows.

For ensuring the capital adequacy, we compare risk capital,
which is the sum of unrealized gains on securities and Tier I capital
— the fundamental capital category, with the integrated risk
amount, which takes into consideration the diversification effect
between risk categories. Also in order to evaluate the overall risk
amount at times of stress, when the assumed diversification effect is
not obtained between risk categories, we compare this amount
with the risk buffer, which is the combination of perpetual subor-
dinated bonds* and risk capital.

On the other hand, we evaluate capital efficiency, comparing
the appropriated capital allocated to divisions against the risk capi-
tal and the integrated risk amount.

The Board of Directors decides on a planned figure for the
integrated risk amount as a framework standard for the bearable
risk amount against the risk capital and the risk buffer, and a
department in charge of capital adequacy evaluation monitors each
month whether or not the performance values are within the
planned figures. The monitoring results are reported quarterly to
the meetings of the Executive Committee and the Board of
Directors, and in this way we are maintaining capital sufficient and
controlling risk.

*Perpetual subordinated bonds: unsecured bonds of low seniority with no maturity date.

(3) Capital Adequacy Ratio Calculation Policy

Sumitomo Trust recognizes the importance of the capital ade-
quacy ratio calculation as well as its management. Accordingly, we
work for the accurate calculation and appropriate management of
the ratio in order to ensure its fairness and appropriateness.

Moreover, with regard to capital adequacy ratio management,
we aim to raise the level and the efficiency of the management sys-
tem by improving organic linkage using the risk management

method employed for internal management.
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Management of Information Disclosure and

Internal Auditing

Management of Information Disclosure

1. Basic Philosophy

Internal Auditing

1. Basic Philosophy

Under basic action guidelines set by Sumitomo Trust, all offi-
cers and employees must endeavor to ensure the transparency of
corporate management through appropriate disclosure of corporate
information, among other measures. In addition, we have pub-
lished our disclosure policy in order to make clear our principles
on disclosure both internally and externally, thereby ensuring
appropriate disclosure. Moreover, we have set a basic policy for
internal control concerning the disclosure of our corporate infor-
mation in general, and based thereon, established an internal con-
trol system that ensures that we make disclosure in accordance with
relevant laws, regulations and rules, including the Corporate Law,
the Banking Law and the FIEL. Thus, we make appropriate disclo-

sure in a timely manner.

2. Putting This Philosophy into Practice

In order to ensure fair, appropriate and timely information dis-
closure, Sumitomo Trust has established the Disclosure Committee,
which deliberates specific measures necessary for propetly establish-
ing and managing an internal control system concerning informa-
tion disclosure and reports the deliberation results to the Executive
Committee. Furthermore, in order to adapt to the Internal Control
Report System (the J-SOX Law), which is applicable from business
years starting in April 2008 or later, we have established an internal
control project team. We verify the effectiveness of our internal
control concerning financial reports on a consolidated basis for each
business year through the assessment of internal control by an inter-
nal audit department and ensure that the results of the assessment
are periodically reported to the President and CEO, the Board of
Directors and other relevant parties. Also, we have established
arrangements and procedures for making improvement when a defi-
ciency is detected in internal control concerning financial reports.

e Management of Information Disclosure

Board of Directors g g Statutory Auditors/
Board of Statutory Auditors

President and CEO y

- Reporting

Disclosure Committee Executive Committee

Department in charge of
assessment of internal control
Business (Internal Audit Department)

management All Business

roup

departments

Departments supporting assessment of
internal control (Corporate Risk Management

Department, Financial Management Department,|
IT & Business Process Planning Department)

Subsidiaries and affiliates

i
SSOUBAIIORY JO JUBLISSASSY

Internal control project team

Sumitomo Trust considers that establishing an effective inter-
nal auditing system commensurate with the scale and features of its
operations, laws applicable to its operations, and types of risk
involved is indispensable to achieving Sumitomo Trust’s manage-
ment targets, as well as to compliance, customer protection, and
risk management. Based on this recognition, we have established
an Internal Audit Department independent of other business
groups to carry out internal audits, headed by the President and
CEO himself.

2. Putting This Philosophy into Practice

Internal auditing verifies the appropriateness and effectiveness
of our internal management system (including the risk manage-
ment system) in the light of laws, our corporate charter, manage-
ment policy and various regulations. The purpose is to contribute
to the strengthening of the internal management system, improve
operations, increase efficiency, and rationalize management
through recommendations, guidance, advice and proposals based
on the audit results.

All departments of Sumitomo Trust as well as subsidiaries
within a range that does not conflict with the law are subject to
internal auditing. The results are reported each month to the
President and CEO as well as to the Statutory Auditors, and peri-
odically reported to the Board of Directors in a timely and appro-
priate manner.

The effectiveness of auditing is ensured by the Internal Audit
Department, which manages the improvement of problem points
that are identified in the course of internal auditing.

In addition, we engage in evaluation and improvement activi-
ties periodically or as necessary in order to establish an appropriate

internal auditing system.

¢ The Internal Auditing Implementation System
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Effort to Enhance Customer Satisfaction

1. Basic Philosophy

Because of advances in information technology and a wider
choice of financial institutions and products available to customers,
financial institutions now face a cut-throat competition. In this sit-
uation, the top priority for financial institutions is to enhance cus-
tomer satisfaction (CS) and adopt the customer-first approach.

Based on its recognition that customer satisfaction should be
the ultimate yardstick by which to measure the performance of our
businesses, Sumitomo Trust is making efforts, throughout the insti-
tution and across all business divisions, to promote customer satisfac-
tion, with a view to becoming the “CS No.1” financial institution.

Promotion of customer satisfaction is the most fundamental
element of our business management, which is based on the princi-
ple of “providing the best solution to every customer in a conscien-
tious manner from the customer’s standpoint and with supreme
loyalty and sincerity, which represent the philosophy of the trust
service.” We believe that we will be able to make Sumitomo Trust
the brand of first choice for customers by making proposals that
satisfy their needs through high added value achieved through the
combination of all of our available functions.

2. Putting This Philosophy into Practice

Sumitomo Trust handles opinions, requests and complaints
received from customers in a conscientious manner and strives to
make prompt and appropriate response to them. Moreover, it
improves the quality of products and services through a PDCA
cycle that starts with feedback from customers.

(1) Check

We are striving to collect feedback from as many customers as
possible by making postcards available at our branches for use by
customers to send their feedback to Sumitomo Trust, conducting
periodic questionnaire surveys with retail customers (customer sat-
isfaction monitoring surveys) and customer satisfaction surveys

with corporate customers.

(2) Action and (3) Plan

Opinions, requests and complaints received from customers are
investigated and analyzed by the customer satisfaction committees of
business divisions and used as a basis for the formulation of improve-
ment plans. The Customer Satisfaction Promotion Department,*
reports the results of the investigation and analysis to the manage-

ment and supports the implementation of necessary measures.

(4) Do

Improvement made through the processes (1) to (3) based on
feedback from customers leads to the development of financial
products and services that better satisfy the needs of customers.

* Establishment of the Customer Satisfaction Promotion Department
Sumitomo Trust established the Customer Satisfaction Promotion
Department in June 2007. The new department oversees activities
related to the promotion of customer satisfaction so as to enhance cus-
tomer satisfaction further and step up institution-wide efforts toward
customer satisfaction.

¢ PDCA Cycle regarding the Promotion of Customer
Satisfaction

(1) Check (2) Action

Customer Satisfaction
Committee

Analysis of and
report on
customer feedback

Customer Satisfaction
Promotion Department

Customer feedback ~———

(4) Do

Reporting and
recommendations

Management

Provision of
better products and
services

(3) Plan

Formulation of
improvement plans based on
customer feedback
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Personnel that Support Sumitomo Trust

1. Basic Philosophy

We believe that our business management is supported by
human resources that form the core of our strengths: consulting
capabilities, which enable us to respond precisely to the needs of
each customer, and our product development capabilities as well as
our wide business scope, which combines banking, trust and real
estate operations and a high level of professional expertise.

We practice all human resource nurturing processes from
recruitment and education to assignment and treatment under the
Basic Approaches of the Personnel System mentioned to the right,
as well as the Principles of Conduct of the Personnel System by

means of which our employees implement these Basic Approaches.

e Principles of Conduct of the Personnel System

1. Respect individuality
Sumitomo Trust aims to elicit each employee’s maximum
capabilities by actively supporting an employee’s self-direct-
ing career path development while at the same time ensuring
optimal human resource deployment, and offering guidance
and training upon careful consideration of individual capabili-
ties and attributes.

2. Promote self-reliance and the will to take on challenges
By proactively supporting employee’s self-reliance and will to
take on challenges, Sumitomo Trust aims at being a body of
professionals with a strong sense of confidence in their ability
to provide customers with optimal added-value. They accu-
rately understand and take to heart Sumitomo Trust vision,

2. Putting This Philosophy into Practice

(1) Recruitment

In consideration of the fact that large numbers of job seckers now
gather career information and conduct job searches via the internet, we
redesigned our recruitment website aimed at new graduates in October
2007. Ingeniously designed to allow visitors to gain an introduction to
the work of Sumitomo Trust and its employees from a variety of
angles, our redesigned site has improved and expanded pages where
features about our personnel system, as well as employee interviews
and other items, are posted.

Moreover, Sumitomo Trust makes an active effort to recruit

experienced people (mid-career hires) for work that requires a high

degree of skill.

The Basic Approaches of the Personnel System

1) Respect each employee and provide a supportive work-
ing environment that expands “choice” and allows each
individual to manifest the strengths he or she possesses;

2) Foster a group of true professionals able to fully com-
pete in external marketplace; and

3) Align compensation with the business strategies and
attributes of different business groups and promote the
development of strategic (manpower) planning.

and remain keenly aware of their roles in it, and do not give
up until they achieve results, and continue to actively accept
challenges, even after achieving the desired results.

3. Encourage open, interactive communication
Sumitomo Trust encourages open, interactive communica-
tion to foster an atmosphere of cohesiveness and coopera-
tion surpassing “bias” such as sectionalism and
rank-CcoONSCIOUSNESS.

4. Provide fair evaluation and feedback
In addition to fair evaluation of each employee’s achieve-
ments and capabilities, Sumitomo Trust uncompromisingly
provides convincing feedback, thereby instilling an employ-
ee’s motivation to achieve further growth.

(2) Human Resource Deployment Assignment

Sumitomo Trust abolished its former conventional work
system (career track, general clerical, etc.), under which the
career path framework was essentially determined when an
employee joined Sumitomo Trust. Since October 2003, we
have followed a new career system whereby individual staff can
choose their career path flexibly on their own initiative and
according to their degree of commitment.

In addition, we have established a career platform common to
all career paths, which classifies employees into four ranks: associ-
ates, managers, leaders and senior leaders. This enables us to evalu-
ate the performance of employees and assign positions based on

their merits, irrespective of age and gender.
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Personnel that Support Sumitomo Trust

Also, twice each year, we implement a job transfer system
using a public invitation system, under which employees secking a
transfer can apply directly to the Personnel Department. If an
applicant passes the screening, they may be transferred to their
desired position or division. In fiscal year 2007, around 50 appli-
cants passed the screening under this program, which has made a
significant contribution to the promotion of career formation

based on an individual employee’s own initiative and commitment.

(3) Human Resource Nurturing and Skill Development

As a means of promoting human resource nurturing on a
companywide basis, Sumitomo Trust established the Human
Resource Development Committee, comprised of the President
and CEO, Group Presidents for each business division, and the
Directors in charge of the Corporate Planning Department and
Personnel Department, in fiscal year 2006. Through this commit-
tee, we analyze tasks involved in human resource nurturing, and
study a variety of themes such as nurturing younger and middle-
ranking employees, on-the-job training and management, and sup-
port for the activities of women by delving into policies for
individual issues.

In order to enable each employee to acquire advanced profes-
sional expertise and a broad range of abilities and enhance his/her
performance, we have been expanding our personnel development
program by reflecting the results of the deliberations by the com-
mittee for human resource building. The human resource nurturing
program centers on on-the-job training and is supplemented by off-
the-job training (e.g. training courses) and self-education initiatives.

Specifically, we provide training courses to each class of
employees, from branch managers, department chiefs and other
senior managers to young employees and new recruits, in light of
the respective roles expected of them. In addition, we have estab-
lished a new, short-term internal trainee program, which is intend-

ed to broaden the perspectives of employees.

(4) Evaluation and Appointment

At Sumitomo Trust, we introduced a personnel evaluation
system in 1997 that allows individual employees to participate in
the evaluation process while aiming to become part of “an aggre-
gate group of employees who take the initiative to create their own
career paths and who ceaselessly pursue self-improvement.” Our
personnel evaluation system is based on the following four points:
(1) determine compensation based upon a fair evaluation of an
employee’s role and performance, (2) evaluations that provide an
impartial and accurate grasp of each person’s status and level and
that benefit the employee’s personal improvement, (3) maintain a
close correlation between an employee’s performance evaluation
and the management objectives, issues and goals facing Sumitomo
Trust, each branch or department, section and team, and (4) rigor-
ously enforce merit-oriented evaluations.

In addition, Sumitomo Trust is aiming to be a company where
each member of staff can display their abilities and individuality
regardless of their gender, and where appointments to management
positions are decided based on ability. As of the end of March
2008, the ratio of female staff at Sumitomo Trust was 49% and the
number of women serving in management positions was 85.

Moreover, from the standpoint of supporting a good balance
between work and family, we are proceeding with the development
of various systems and working climates that make it easy for staff
to choose flexible working styles to allow them to cope with major

life events such as childbirth, child rearing and nursing care.
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Corporate Social Responsibility (CSR) Management

“Sumitomo’s business must benefit not only Sumitomo itself but
also the nation and society in general” — Teigo Iba, Second
Director General of the Sumitomo Family Enterprise.

It goes without saying that the financial business is highly
social and public by nature. For a financial institution, operating
its main business in a sound manner is a very important social
responsibility. Sumitomo Trust, which has inherited the
Sumitomo spirit, considers the identification of issues relevant to
the sustainable development of society and the continual creation
of financial business models that will contribute to the solution of
these issues to be one of the key themes of CSR, and we are focus-
ing our efforts on putting those themes into practice.

In addition, we aim to realize sustainable growth for society at
large as well as our businesses through efforts to build mutually
developmental relations with our important stakeholders such as

customers and employees.

1. International Commitments

In order to be good corporate citizens in today’s globalizing
society while fulfilling responsibilities as an important member of
society, it is necessary for companies to follow all laws, rules and
social norms vigorously, and also to regulate their behavior from an
international standpoint.

Accordingly, following our signature of and involvement in
the United Nations Global Compact (UN Global Compact),
which is an international corporate action guideline, and also the
United Nations Environment Programme Finance Initiative
(UNEP FI), Sumitomo Trust became a signatory of the Principles
for Responsible Investment, which was jointly established by the
UNEP FI and the UN Global Compact in May 2006, and then
joined the Carbon Disclosure Project (CDP) in January 2007.

Furthermore, since 2007, we have been involved in the estab-
lishment of an international framework for environmentally-
friendly property development through our participation in the
UNEP FI Property Working Group.

At the ninth meeting of the Conference of the Parties to the
Convention on Biological Diversity held in May in Bonn,
Germany, we also signed a leadership declaration under the
Business and Biodiversity Initiative, together with 33 other compa-

nies around the world.

2. Practicing CSR by Providing
Financial Instruments and Services

(1) Environmental Finance Instruments
Sumitomo Trust is actively developing instruments linking the

environment and financial services through involvement in the

Ministry of the Environment’s Environment and Finance Advisory
Committee and Tokyo Metropolitan Government’s Tokyo
Environmental Finance Project. We name these financial instruments,
collectively, “Eco-Trustution” a combination of “Eco,” “Trust” and
“Solution,” in order to reflect their purpose of helping solve environ-
mental problems through the use of trusts, and we will continue to
promote them actively.

¢ Preferential Loans for Environmentally Friendly Housing

We have developed a lineup of preferential loans for housing
aimed at promoting environmentally friendly housing including
houses equipped with solar power generation systems, as a means
of supporting the popularization of such housing. In the case of
apartments in particular, in 2005 we developed and began offer-
ing preferential loans linked to the Tokyo Metropolitan
Apartment Environmental Performance Disclosure System as a
part of the Tokyo Environmental Finance Project.

e Support for the Contaminated Land Purchase and

Rehabilitation Fund

We are supporting the promotion of the liquidation of con-
taminated land, which is worth of a total of 5 trillion yen nation-
wide by way of providing wide-ranging support for the
Eco-Land-Fund, a contaminated land purchase and rehabilitation
fund, operated by Green Earth Co., Ltd., including investment
and financing, and the establishment of a real estate trust. In addi-

tion, we are also offering soil contamination related consultation.

e Environmentally Friendly Project Finance
We handle a wide array of project finance transactions
(loans for which the repayment resources are limited to the proj-
ect), such as for wind power, biomass ethanol production busi-

nesses, and industrial waste processing and recycling facilities.

e Greenhouse Gas Emission Credit Trusts
Sumitomo Trust has started to sell greenhouse gas emission
credits in small lots by taking advantage of its intermediation and
trust functions. Since May 2008, we have been cooperating with
several regional financial institutions to provide emission credit

trust products to a broad range of customers.

e Studies of Tenant Buildings Energy Conservation
Promotion Schemes
Generally in energy conservation facilities investment in
office buildings, the economic incentives for owners to make
such investments is small because the benefits tend to accrue to
tenants, the fact allegedly viewed as a deterrent to such invest-

ment. To overcome this drawback, Sumitomo Trust has devel-
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oped schemes introducing the business model offered by Energy
Service Company (ESCO)*' to tenant buildings where energy
conservation is not progressing, while adjusting the balance of
interests, in coordination with Building Performance Consulting,
Inc. and other organizations.

*1 A business that provides comprehensive energy conservation-related services and
enjoys a portion of the resulting energy conservation benefits gained by the cus-
tomer as COmpCﬂSatiOFL

Research on Promotion and Raising Awareness of
Environmentally Friendly Real Estate Business
(Green Building Business)

“Environmentally friendly real estate designed with due con-
sideration of factors such as energy conservation and extended
life span (sustainable real estate) has high economic value.” Based
on this concept, Sumitomo Trust, together with STB Research
Institute, established a research group on the Multi-stakeholder
Approach toward Expansion of Sustainable Real Estate Business
(headed by Chairman Tomonari Yashiro, Professor of the
Institute of Industrial Science, the University of Tokyo) and is
conducting research concerning this approach jointly with the
national and local governments, construction companies, devel-
opers, manufacturers of energy-efficient equipment and environ-
mental NGOs. In the future, Sumitomo Trust will consider the
development of new products that contribute to the populariza-
tion and promotion of environmentally friendly real estate,
through the creation of a “Sustainable Real Estate Fund” and

other means.

3. Social Contribution Activities by Our Branches

e SRI Fund

The Sumitomo Trust Group expanded its lineup of Socially
Responsible Investment (SRI) funds, including instruments for
corporate pension funds that were the first such instruments in
Japan when they were launched in July 2003, and instruments
for individuals and defined contribution pension plans. As of
March 2008, the total amount in SRI funds under the Group’s
management reached approximately 68.7 billion yen, one of the
largest balances*? held by a SRI fund operator. We are now
entrusted with managing SRI funds for defined contribution
pension plans by 78 companies. Also, in May 2008, our publicly
offered mutual funds for retail investors “Sumishin SRI Japan
Open Fund” (nickname: Good Company) received the R&I
Fund Award 2008 from Rating and Investment Information Inc.

*2 Total amount of domestic publicly offered mutual funds (including those handled
by the Post Office), corporate pensions, defined contribution pensions, and pri-
vately placed investment trusts.

(2) Socially Considerate Endeavors

As socially considerate endeavors, made through its business,
Sumitomo Trust provides financial instruments such as (1) charita-
ble trusts, with which we provide financial support for charitable
purposes through the receipt of funds held in trust from individual
and corporate customers who are consignors, (2) the special dona-
tion trust “Omoiyari*®” series, through which family members and
others can entrust money for the benefit of severely disabled peo-
ple, which we disburse in periodic installments.

*3 Compassion in English.

At Sumitomo Trust, we are developing social contribution activities at each of our branches as a way of expressing our gratitude to our cus-

* CSR Activities at Each Branch

tomers, the local community and the natural environment, doing so with the will to contribute as expressed by the words “With You.”

Branch Office Name Activity Name

Details of Activity

Wakayama Participating in the “Kigyo no Mori” | In 2007, we began a ten-year forest environment preservation activity by establishing Sumitomo Trust’s
(Corporate Forest) Project, a forest | Forest “Shintakun no Mori” in the mountains of Hidakagawa Chou, Wakayama Prefecture.

environment preservation activity
promoted by Wakayama Prefecture

Kofu and Mt. Fuji clean-up program

Shizuoka

In cooperation with Fujisan Club, an NPO, we are engaging in a company-wide voluntary clean-up activ-
ity at Mt. Fuji (Aokigahara forest) under the initiative of the Kofu and Shizuoka Branches.

Yamaguchi Hofu

Lecture aimed at senior high school
students

In February 2008, we sponsored a lecture, entitled “Realize Your Dream and Go Forward!,” by Mr.
Tsutae Shinoda, a native of Yamaguchi Prefecture who invented the plasma display panel TV, and invit-
ed 600 students from three local senior high schools.

Sakai Disaster prevention/mitigation fair In March 2008, we sponsored the “Sakai Disaster Prevention/Mitigation Fair,” which involved lectures and
a number of events for hands-on experiences related to disaster prevention/mitigation, in cooperation
with Sakai City and the fire-fighting associations of Sakai and Takaishi Cities among other organizations.

Shanghai Education-oriented CSR activity We provided support to schools for children of migrant workers from rural areas by donating books and sta-

tionery goods and held a gathering during which the staff of the Shanghai Branch mingled with the children.
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A Report from the Front Lines

Special Feature 1

Enhancement of Solution Capability through
Strategic M&As and Alliances

1. Our History

Pioneer of Trust Business

Since concurrent engagement in the banking and trust busi-
nesses was allowed for the first time in 1943, trust banks have
played the role of providers of industrial finance by raising funds in
the retail market and using them to extend long-term loans to
companies for the purpose of capital expenditures and other corpo-
rate activities.

Loan trusts have been used by trust banks as their main means
of fund-raising. Sumitomo Trust, which was involved in the devel-
opment and design of this fund-raising means, started selling loan
trust products in 1952, earlier than any other trust bank, and made
significant contributions to Japan’s post-war economic development.

¢ History of STB as a Pioneer of Trust Business

Start of “Loan Trust”
sales ahead of other
trust banks

Development of the

@ 1952 01962

Strategic M&As and Business Alliances for
Exploiting Our Strengths and Compensating for
Our Deficiencies

Sumitomo Trust has been striving to increase competitiveness
and profitability by making the most of our strengths in a broad
range of specialized business areas, such as banking, trust and real

estate services.

e History of Our M&As and Alliances
@ Joint establishment of Japan Trustee Services Bank, Ltd.

@ 2000 ©® 2004 ©® 2005

Development of the
“Tax-qualified Pension Trust” T “Land Trust”

Since then, we have led the trust banking industry with our
pioneering activities, developing a series of products and services
based on our characteristics as a trustee (“Trustee-ness”) and the
specific merits of Sumitomo Trust (“STB-ness”) that satisfy the
needs of customers and society. Examples of our pioneering
achievements include: (1) the development of the tax-qualified
pension plan (1962), which laid the foundation for Sumitomo
Trust to establish itself as the leader in the pension market, (2) the
development of the land trust, which represented Sumitomo
Trust’s strength in the real estate business, and (3) the joint estab-
lishment of Japan Trustee Services Bank (2000), which specializes
in the securities processing business.

Joint establishment of
Japan Trustee Services Bank, Ltd.

In recent years, we have made M&As and business alliances part
of our growth strategy. What we have achieved through M&As and
business alliances is not a mere expansion of size. Rather, we have
enhanced our existing functions and compensated for what we lacked,
in order to transform the single-function business model centered on
conventional loan trusts into a new multi-function model featuring

the diverse range of functions of the entire Sumitomo Trust Group.

® Joint establishment of Top REIT Asset Management Co., Ltd.
Joint establishment of Japan Pension Operation Service, Ltd.

® Acquisition of a 66% voting rights of Matsushita Leasing & Credit Co., Ltd. from Matsushita Electric Industrial Co., Ltd.
Conclusion of a business and capital alliance with the Financial Risk Management Limited of the U.K.
Acquisition of First Credit Corporation

Listing of Top REIT, Inc., a real estate investment trust (J-REIT), on the Tokyo Stock Exchange
Conclusion of a business and capital alliance with Yachiyo Bank, Ltd.

Acquisition of Life Housing Loan, Ltd.
Acquisition of Barclays Global Investors Japan Trust & Banking Co., Ltd.

Establishment of Tokai Tokyo-Sumishin Wealth Partners & Consulting Co., Ltd.
Business commencement of SBI Sumishin Net Bank, Ltd.
Conclusion of a business alliance with Aozora Bank, Ltd.

44




2. Our Strategy and Actual M&As and Alliances

(1) Enhancement of Asset Management and
Asset Servicing Functions

Sumitomo Trust has concluded a variety of business alliances
in order to enhance its asset management and asset servicing capa-
bilities. Sumitomo Trust achieved this through the expansion of its
role in trust and asset management and the real estate business, and
its pursuit of economy of scale.

To enhance asset servicing capabilities, Sumitomo Trust
established in June 2000 as a joint venture Japan Trustee Services
Bank, Ltd., the first specialized securities processing bank in Japan,
and established in December 2004 as a joint venture Japan Pension
Operation Services, Ltd. for handling administrative services relat-
ed to corporate pension plans.

In asset management, Sumitomo Trust established in October
2004 as a joint venture Top REIT Asset Management Co., Ltd., an
asset management company focusing on real estate investment trusts,
and listed “Top REIT, Inc.” (J-REIT) on the Real Estate Investment
Trust Section of the Tokyo Stock Exchange in March 2006.

In addition, Sumitomo Trust entered into business and capital
alliance with the Financial Risk Management Limited, a major U.K.
asset management company focusing on hedge funds in August 2005
and increased the balance of entrusted assets under management.
Moreover, Sumitomo Trust purchased all outstanding stock of
Barclays Global Investors Japan Trust & Banking Co., Ltd. in 2007.

(2) Enhancement of Financial Intermediary Function
Sumitomo Trust is striving to diversify its loan portfolio and
place more emphasis on small-lot loans. We are also endeavoring
to enhance our role as a group-wide financial intermediary by
expanding the customer base of the wholesale financial services
business to include customers who can be expected to bring more
generous profits, such as small and medium-size companies and

individuals.

¢ Transactions Diagram for Group Businesses

Large Companies

STB Leasing Co., Ltd.

Medium-size Companies

Sumishin Matsushita Financial Services Co., Ltd.

First Credit Corporation BUSINEXT CORPORATION
Life Housing Loan, Ltd.

Small Companies

e Japan Trustee Services Bank, Ltd.: The first specialized securities pro-
cessing bank in Japan, with the former Daiwa Bank (now reorganized as
Resona Bank, Ltd.) (The Chuo Mitsui Trust and Banking Company,
Limited became a joint venture partner in 2002).

* Top REIT Asset Management Co., Ltd.: An asset management company
focusing on real estate investment trusts, with Nippon Steel City Produce
Inc. and Oji Real Estate Co., Ltd.

e Japan Pension Operation Service, Ltd.: Established in December 2004
as a joint venture between Sumitomo Trust and Mizuho Trust & Banking
Co., Ltd. This company handles administrative services related to corpo-
rate pension plans such as membership management and corporate pen-
sion benefit payments, as well as system development and operation.

e The Financial Risk Management Limited (“FRM”): Sumitomo Trust
entered into formalized strategic relationship with FRM in an attempt to
further enhance its capacity of offering solutions to investors by integrat-
ing its marketing power using Sumitomo Trust's consulting expertise and
FRM’s superior hedge fund products.

e Barclays Global Investors Japan Trust & Banking Co., Ltd. (“BTB”):
Sumitomo Trust purchased all outstanding stocks of BTB from Global
Investors UK Holdings Limited to acquire the trust administration and cus-
tody operation of BTB.

e Sumishin Matsushita Financial Services Co., Ltd.: Sumitomo Trust pur-
chased 66% of the outstanding stock of the former Matsushita Leasing &
Credit Co., Ltd. from Matsushita Electric Industrial Co., Ltd. in 2005. This
company integrates the diverse know-how of the former Matsushita
Leasing & Credit Co., Ltd. in leasing services for manufacturers and cred-
it operations with the financing and trust expertise of Sumitomo Trust and
the leasing know-how of STB Leasing to provide its customers with com-
prehensive financial solutions.

e First Credit Corporation: Specializing in small-lot loans that use real
estate as collateral.

e Life Housing Loan, Ltd.: A company specializing in housing loans based
on a unique type of consulting-and evaluation.

Individuals and Sole Proprietorships
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(3) Expansion of Customer Base

Securing points of contact with customers, such as branch
offices, is critical to the success of our growth strategy. Through capi-
tal and business alliances, we are actively making efforts to extend
the coverage of our services to regions where we have few branch

offices, and to obtain customers in a wider range of age groups.

e Expansion of Customer Base

Satisfying the needs of

 Yachiyo Bank, Ltd.: Sumitomo Trust concluded a business and capital
alliance with this bank, which had broad branch network centering in
Tokyo and the northeast of Kanagawa Prefecture, and little overlap in
terms of clients and business franchise.

* SBI Sumishin Net Bank, Ltd.: An internet-based joint venture between
Sumitomo Trust and SBI Holdings Inc.

© Tokai Tokyo-Sumishin Wealth Partners & Consulting Co., Ltd.: Jointly estab-
lished with Tokai Tokyo Securities Co., Ltd. and Sumishin Realty Co., Ltd. in an
attempt to provide customers in Nagoya metropolitan area with consultation
services focusing on estate inheritance and business succession.

® Aozora Bank, Ltd.: Sumitomo Trust concluded a business alliance with this
bank in an attempt to bring together the expertise of both banking groups to
drive development in (a) Real estate related business, (b) Fiduciary/agency
related business, and (c) Asset management related business.

individuals and corporations on
a group-wide basis in
every stage of life and business

New customers who place
priority on asset accumulation
and management

Venture companies, etc.

Customers of SBI Securities j s d

SBI Sumishin Net Bank, Ltd.

Individual customers: asset accumulation
(people in their 20s to 40s)

Corporate customers: foundation to pre-IPO

Sumitomo Trust Group

Individual customers: asset management
(People in their 40s)

Corporate customers: medium-size and
large companies

Settlement convenience

. Consulting needs

Competitive interest rates and fees

Asset management products with

" Advantage of brick-and-mortar branches

Private banking

= distinctive features
More convenient housing loans

Small-lot loans

» Real estate and
succession/inheritance consulting

.. Stock transfer agency

Securities agency

- Corporate pensions, real estate

- s

i

Life and business stages
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A Report from the Front Lines

Enhancement of Solution Capability through

Special Feature 1

Strategic M&As and Alliances

3. Changing Business Structure and Future Evolution
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Through the acquisition and business alliance strategy described above, we have promoted a shift to a multi-function model on a 2
. . . . . . . . « . o}
group-wide basis and acquired a diverse range of functions and services essential for the establishment of an “asset management-oriented o
financial intermediary model.” _g
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e Overview of Sumitomo Trust’s business
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From now on, we will seek to reap further benefits from our capital and business alliances by promoting the synergy of the operations
of our group companies and the cross-selling of products and services among them. In addition, we will advance the capital and business 0
alliance strategy from the stage of seeking multi-functionality to the stage of synergizing all our diverse roles. @
w
We will achieve the synergy of expert knowledge and skills related to the diverse range of businesses of the entire Sumitomo Trust 5.
o
Group, and promote the creation of new value featuring “STB-ness” so that we can evolve into an “asset management-oriented financial 5
. . . » S
intermediary services group. §
5]
=)
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A Report from the Front Lines

Special Feature 2

Growth Strategy Based on
Strength of Fiduciary Services Business

1. Measures to Strengthen Competitiveness in the Fiduciary Services Business

Since prior to completing the repayment of public funds in
January 2004, Sumitomo Trust has been striving to enhance its
profitability and business model, in an effort to achieve the corpo-
rate goal of establishing itself as an “asset management financial
institution that can provide sophisticated investment management
and perfect custody.” The fiduciary services business, which com-
bines elements of both asset management and custody, has been the

cornerstone of this business strategy.

Enhancing Profitability with a Focus on
“Trustee-ness” and “STB-ness”

In order to prevent our businesses and products from becom-
ing commoditized and enhance our profitability, it is important
that we provide customers with the added value generated by our

characteristics as a trustee.

e Measures for Enforcing Profitability

Transfer to
Value-Added
Products

Products with
“Added Value”

(= key factor)

Improving Quality

Adding New
Services Cost Reduction
through
Sales of Products Inherently Economy of
as a Portfolio Commoditizing Scale

Products

To this end, we have made comprehensive efforts to develop
our fiduciary services into a solutions business. Specifically, we
have enhanced (1) our consulting function, which involves close
examination of the particular circumstances of each customer (cor-
porate pension fund) and identification of problems and needs,
and (2) our “multi-plan, multi-product” approach, which provides
an optimal solution tailored to the specific circumstances of each
customer, and these have given us a competitive edge.

Developing Our Business
into a “Japanese Master Manager”
rough our “multi-plan” consulting service, which integrates
Th h “multi-pl. 1 hich
our “Trustee-ness” in designing custom-made pension plans tai-

lored to each customer, we provide meticulous support for practi-

cal affairs related to the introduction and operation of pension and
retirement benefit plans, based on the advanced expertise that rep-
resents our “STB-ness” — an institution well-versed in all aspects
of Japanese pension and retirement benefits plan.

Meanwhile, in asset management, Sumitomo Trust offers the
best mix of products through our “multi-product” approach,
selecting from a variety of investment products, including our own
and those of other companies, and taking advantage of the prowess
in asset management and due diligence that we have acquired as an
institutional investor.

As a result, we have won the esteem of customers for the high
quality of our solutions for both institutional and operational mat-
ters related to pension plans, and for our broad business framework
that serves as a one-stop shop for a full range of services, from plan
designing and operation to asset administration. In our pension
trust business, the balance of assets under management amounted
to around 6.5 trillion yen as of the end of fiscal year 2007. Our
pension trust business has been performing remarkably, as illustrat-
ed by the fact that our share of the market for pension trusts
undertaken by trust banks has registered a net increase for 68 con-
secutive months (as of March 2008). Moreover, the balance of
assets under management at Sumitomo Trust as a whole, including
public pension assets entrusted to it, stood at around 27 trillion
yen as of the end of fiscal year 2007, making the company one of
the largest asset management organizations in Japan.

Until now, we have enhanced our profitability by devoting
intense efforts to strengthening our various individual functions.
From now on, we will seek to develop our fiduciary services-based
business model into a Japanese master manager by further

strengthening and integrating those functions.

e Factors of Pension Trust Balance Changes and
Pension Trust Market Share*

500 (Billions of yen) (%) 20
250 I \/ 19

\ 18
-250 " // 17
-500 / 16

-750 3/05 3/06 3/07 3/08 15

W Mark-to-market (Left) Others (Left) M Share Change (Left) Dissolution (Left)
- Net Change (Left) @ Market Share (Right)
*Estimate
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Below, we will explain in more detail “Trustee-ness” and “STB-ness”

focusing on the keywords “multi-plan” and “multi product.”

2. “Multi-Plan” Approach — Serving as a Strategic Partner for Corporate Pensions

A Rush to Reform Corporate Pension Plans after 2000

After 2000, the flaws of Japanese corporate pension systems
were rapidly brought out into the open.

This was caused by changes in pension-related accounting and
tax systems, as well as deterioration in the investment performance
of pension funds. Disclosure of financial information regarding
pension funds started in 2002, in line with the introduction of
retirement benefit accounting standards, and the system allowing
reserves for retirement benefit payments to be booked as losses was
abolished in the same year. Meanwhile, by the first half of fiscal
2002, the combined retirement benefit liabilities of the 1,656 list-
ed companies*' had ballooned to around 80 trillion yen, or about
half the total amount of shareholders’ equity*’, and this problem
was compounded as corporate pension funds posted a negative
investment return for three consecutive years from 2002. Under
these circumstances, a rapidly increasing number of companies
reviewed and reformed their pension plans in the early 2000s.

*1 Excluding financial companies
*2 Based on a Nihon Keizai Shimbun article on August 24, 2003.

Serving as a Strategic Partner for Corporate Pensions
and Companies through Consulting

Previously, pension asset management companies such as trust
banks and life insurance companies had provided a pension plan
consulting service for free, mostly as an “accessory service” attached
to their asset management, and Sumitomo Trust was no exception.
Also, corporate pension funds used to choose their asset managers
mainly on the basis of the business relations between their founder
companies and the financial institutions.

However, we started to charge fees for our consulting service
in June 2000, believing that the quality of our consulting would
become the key to winning pension plan consulting deals, and
anticipating a market expansion. We have strived to further
enhance our competitive edge since then.

The pension plan consulting service not only requires expert
knowledge regarding a broad range of matters, including labor and
personnel affairs and corporate value, but also involves such chal-
lenges as accommodating the interests of the wide range of stake-
holders concerned. However, we have succeeded in establishing
our position as a strategic partner for corporate pension funds and
companies by making sure to meet the requirements of customers,

taking advantage of our “Trustee-ness” and “STB-ness.”
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3. “Multi-Product Approach” — Integrating Internal Resources in the Spirit of Trusteeship

Pioneer in Alternative Investment Products

In the global stock downturn after 2000, the limitations of
conventional types of diversified investment were exposed.

Until then, Japanese corporate pension funds had diversified
their investment based on allocating assets to the “traditional four
asset categories,” namely domestic stocks, domestic bonds, foreign
stocks and foreign bonds. However, as the markets in countries
around the world started to show similar movements, in line with
economic and financial market globalization and the bursting of
the IT bubble, doubts arose about the effectiveness of conventional
types of diversified investment.

In this situation, Sumitomo Trust, while enhancing its asset
management capability, started to actively offer alternative investment
products, such as hedge funds managed by other companies and real
estate-backed securities, in 2001, taking the lead in the industry.

At a time when it was implicitly assumed that asset manage-
ment companies would offer in-house investment vehicles to cus-
tomers, considering — let alone implementing — the idea of
selling investment products from other companies was quite an
unusual move. However, our decision to go ahead with this
approach in pursuit of optimal asset management for our cus-
tomers, followed by an excellent investment performance, has

enabled us to win their high esteem.

Establishment of Japan Trustee Services Bank

Comprehensive Due Diligence Function Based on the
“Uniqueness of Sumitomo Trust”

The “multi-product” approach, which gives our asset manage-
ment business a competitive edge, is backed by a broad array of
internal resources and diverse expertise.

Sumitomo Trust has experts for each of the various types of
products and services in relevant divisions. For example, experts in
our real estate division satisfy the needs of customers looking for real
estate-related products, while experts in our Wholesale Financial
Services Business cater to customers needing services related to private
equity and credit investment, including overseas investment. In this
way, we enable our customers to choose the products and investments
best suited to them. Meanwhile, alternative investment conducted on
our own account has contributed to our acquisition of know-how
related to the fiduciary services business, representing an example of
our various divisions contributing to each other in ways that enhance
the asset management capability of Sumitomo Trust as a whole.

Consequently, Sumitomo Trust has become one of the lead-
ers in alternative investment products in terms of the size of

entrusted assets.

e Ratio of Active Management (corporate pension) and
Balance of Entrusted Assets in Alternative Investments

1,000 (Billions of yen) (%) 54
750 52
500 50
250 48

0 3/05 3/06 3/07 3/08 46

[ Balance in Alternative Investment* (Left) @ Ratio of Active Investment (Right)
*Mark-to-market basis

For products and services whose commaoditization is inevitable, it is possible to pursue efficiency by reducing costs based on an
economy of scale. This concept was realized through the establishment in 2000 of Japan Trustee Services Bank, a trust bank spe-
cializing in asset administration, as a joint venture between Sumitomo Trust and the former Daiwa Bank (now reorganized as Resona
Bank). The assets entrusted to Sumitomo Trust and the former Daiwa Bank — as well as the Chuo Mitsui Trust and Banking
Company, Limited, which also became a joint venture partner in 2002 — were concentrated at Japan Trustee Services Bank in order
to attain an economy of scale. As a result, we have been able to enhance our price competitiveness and continuously improve the

quality of administrative services.
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A Report from the Front Lines

Special Feature 2
Growth Strategy Based on

Strength of Fiduciary Services Business

4. Aiming to Become an Asset Management-Oriented Financial Solutions Group

The fiduciary services business constitutes the core of our new
midterm management plan starting in fiscal year 2008.

Under this plan, Sumitomo Trust will strive to achieve the goal
of establishing itself as a Japanese master manager by enhancing indi-
vidual businesses while strengthening organic collaboration between
them. At the same time, we will take advantage of our strength in
the pension business, such as our prowess in asset management,
product development and consulting, in order to enhance our
wholesale and retail financial services businesses and increase sales
and management fee revenue, thus further strengthening our finan-
cial foundations. Moreover, Sumitomo Trust will develop its compa-

ny-wide business model toward an independent and unique “asset
management-oriented financial intermediary services group.”
Currently, Japan is engaging in efforts, at both the public and
private sector level, to promote “market-based indirect finance” in
order to expand its financial markets while enhancing their fairness
and efficiency. In this context, we hope to contribute to promoting
the flow of funds “from savings to investments,” as a financial inter-
mediary catering to the interests of investors, by exploiting the syner-
gy of trust service and our diverse expertise reflecting “STB-ness,” as

well as the know-how and achievements that we have accumulated.

e Prioritized Strategies of the New Midterm Management Plan (FY2008 to FY2010)

Prioritized Strategies

Evolve Our Business Model of

“Asset Management-Oriented
Financial Intermediary”

1. Improve “Investment Sales”
(1) Newly introduce the matrix organization of marketing and product

(2) Leverage capability of fiduciary business regarding asset management consulting
and product development in improving services to targeted retail customers
(8) Expand the customer base of NPO, financial institution and corporation market

2. Expand Wealth Management Business

succession, investment products, and real estate related services
(8) Promote sales of SMA by expanding line-ups

(1) Enhance the customer base of private banking clients and high net worth clients by
providing solutions based on customers’ attributes i.e entrepreneur, land owner etc.
(2) Provide a wide range of products/services of “STB-ness” such as will trust, business

3. Expand Comprehensive Real Estate Business

(1) Diversify revenue sources from real estate related businesses; real estate investment .
management, real estate securitization, property management services, etc. Enrich and

(2) Capture real estate related business opportunities by leveraging finance function Expand

(3) Develop real estate investment products and services for high net worth/private banking - Products
clients and foreign investors

4. Enhance Profitability of Credit Portfolio

(1) Diversify credit portfolio by increasing allocation to individual/market-based loans

(2) Continuously restructure credit portfolio by propelling our business model of the “Asset -~ Enhance
management-oriented financial intermediary” with emphasis on market-based loan ROA
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A Report from the Front Lines

Special Feature 3

CSR through Business

1. Why CSR Management ?

Responding to the diverse problems that contemporary society
is facing, such as escalating global warming, with a solution called
“finance” — that is the basis of Sumitomo Trust’s CSR activities.

In this special feature we would like to explain “Business

2. Examples of “CSR through Business”

Revitalization,” part of our CSR activities, which aim to plan and
promote a new financial business that will contribute both to the
sustainable growth of society and the improvement of our corpo-

rate value.

(1) Commencing Trade of Emission Rights Trusts

In collaboration with Marubeni Corporation, Sumitomo
Trust commenced sales of emission trusts in June 2008.

Our products have two features. One is “amount guarantee.” In
traditional emission rights trading, corporations have had to take the
risk that they might not be able to secure their requested amount of
emission rights. Now, our products have become the first to sell any
amount of emission rights that corporations require*.

The other feature is “small-lot sales.” In traditional emission
rights trading, large customers like the electric or iron and steel

industries mainly carry out large-lot trades in amounts of tens of

¢ Emissions Rights Trust Mechanism

thousands of tons. In contrast, by utilizing trust functions, our
products have reduced the minimum amount of trade to 1,000
tons, and thus made it possible to provide non-manufacturers and
small and medium-sized companies with emission rights.

We also give consideration to the use of emission rights gener-
ated by environmentally friendly small-scale hydroelectric projects
for our products.

We aim to promote these products, practicing “CSR through
Business,” as a new profit core.

*Limited by a ceiling.

1 3. Emissions Rights

Sumitomo Trust

1. Money Trust

<at agreement end>
Sompeny (3.Emissions Rights_
1. Money Trust

Company <at agreement end>

3. Emissions Rights
2 e s

_ Emissions Rights Transfer Agresment

Emissions

2. Cash for Emissions Rights Purchase ~ Rights
> Provider

<2 Delivery of Emissions Rights
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(2) Efforts for Biodiversity

In May 2008, the “Basic Act on Biodiversity” was enacted as a
law to supersede the “Law on Species Preservation” and “Wildlife
Protection Basic Act” in Japan, granting the National Biodiversity
Strategy with legal binding force for the first time. Now, the con-
servation of biodiversity is rapidly gaining public attention, togeth-
er with countermeasures against global warming,.

Sumitomo Trust participated in the Conference of the Parties
to the Convention on Biological Diversity at its Ninth Meeting
(COP 9) held in Bonn, Germany in May 2008. We signed the
Business and Biodiversity Initiative which incorporated concrete
details, such as “including the conservation of biodiversity in a cor-
porate environmental management system to set up an indicator
for conservation.”

We have also pioneered the development of the SRI funds
business. In order to facilitate and disseminate biodiversity initia-
tives, we are also promoting the commercialization of new biodiver-
sity-related financial products and services by forming investment
trusts incorporating corporations with high CSR consciousness,

with the target year of 2010, when COP 10 will be held in Nagoya.

(3) Research for the Environmental Value
Added on Real Estate
With regard to “real estate,” which plays a major role in global
environmental issues, to disseminate and facilitate “consideration

for the environment” while ensuring economic rationality, it seems

important for us to recognize the added value generated from envi-
ronmental consciousness, i.e. an “environmental added value.”

Recently, the spread of the Comprehensive Assessment System
for Building Environmental Efficiency (CASBEE) program has
been facilitated. Some other movements are also being observed,
such as the revision of the Law concerning the Rational Use of
Energy (Ministry of Land, Infrastructure, Transport and Tourism),
strengthening of the Tokyo Metropolitan Government’s Building
Environmental Plan System and revision of the Ordinance on
Environmental Preservation. All these suggest that the risk of not
considering the environment is becoming apparent.

In these circumstances, Sumitomo Trust acknowledges that
initiatives to address environmental problems will produce an
effect in increasing net profit by reducing energy costs and in
reducing risk premiums in terms of the real estate yield by taking
preemptive action regarding environmental regulations. As such,
we are trying to reflect the environmental value of real estate in
appraisal valuation.

In fiscal year 2007, we strove to put this Environmental
Added Value theory into action, as a member of the research com-
mittee of the Japanese Association of Real Estate Appraisal,
Working Group on Assessment of CASBEE for Existing Buildings
and Renovation, United Nations Environment Programme
Finance Initiative Property Working Group (UNEP FI PWG),
etc., as well as hosting a workshop at the STB Research Institute

Co., Ltd. by inviting experts from a variety of industries.

¢ Relationship between Enhanced Environmental Added Value and Enhanced Real Estate Value

Expected benefits

Energy conservation planning
(reduced utility costs)

Avoidance of toxic materials
(lowered risk of reduced income)

Environmental value
added on real estate

Enhancing real

al estate
Extended property lifespan
(lowered depreciation ratio)

Creation of an environmental brand
(improved occupancy ratio)

Net income generated by

. real estate H

Price of — f
re;

Real estate yield

estate value
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A Report from the Front Lines

Special Feature 3
CSR through Business

Profile of Trust Sixty Foundation

“Trusteeship has immeasurable potential,” as stated in the let-
ter of intent for the establishment in 1925 of Sumitomo Trust,
which enshrined its corporate philosophy.

Since then, Sumitomo Trust has met the needs of the times
by developing and popularizing a variety of trust schemes. For
example, the loan trust products, which we started selling in
1952, satisfied Japanese industry’s strong fund needs in the era of
post-war reconstruction and supported the country’s rapid eco-
nomic growth. Meanwhile, the land trust, which we developed in
1984, contributed to social infrastructure building as the product
enabled effective use of entrusted land for various purposes.

In the firm belief that trusteeship has still much more
potential, we set up Trust Sixty Foundation in 1987, when we
celebrated the 60th anniversary of our establishment. This foun-
dation was intended to realize our corporate motto we have had
since our establishment: contributing to society and the public
through the popularization and development of trust schemes.

Over the two decades since then, Trust Sixty Foundation, as
the only Japanese research institution specializing in trusteeship,
has made a number of research achievements and made efforts to
spread the use of trust schemes. Specifically, it has offered financial
education (about trust schemes) to universities, used charitable
trust schemes to make social contributions and supported finan-
cial institutions’ initiatives for environmental problems. Below, we

will explain examples of the foundation’s recent activities.

Research on Environmental Value-Added on
Real Estate

In addition to increasing real estate income by reducing
energy utility costs, improving a building’s energy conservation
capabilities is considered to raise the value of the building by 1)
lowering the depreciation ratio by increasing the building’s use-
ful life, 2) reducing the risk to the environment from the emis-
sion of harmful substances, and 3) improving the brand image.
In the United States, actual examples of improvements in real

estate profitability for certified environment-conscious buildings

(green buildings) have already begun to appear in the shape of
rising occupancy rates and higher rents.

In 2005, Sumitomo Trust began research on methods of
reflecting the environmental value of real estate in appraisal serv-
ice and has played the central role in the “Workshop of
Environment Value Added on Real Estate,” which is sponsored
by Trust Sixty Foundation, in order to promote in-depth
research regarding environment-friendly real estate. The discus-
sions held during this workshop were summarized in the report
“The Added Value of Sustainable Real Estate and its Diffusion

and Promotion Business.”

Support for Research by NPOs

While the importance of the non-profit private sector is
increasing amid the ongoing social trend of shifting power from
the public to private sector, there is not a sufficient system to sup-
port non-profit organizations. In light of this situation, Trust Sixty

Foundation provides support, as follows, for non-profit organiza-

tions’ research concerning financing methods using trust schemes:

* Support for research by the non-profit organization Social
Innovation Japan (SIJ) regarding the method of measuring the
value of social businesses (social innovation).

* Support for research and the presentation of recommendations
by the non-profit organization Social Investment Forum Japan
(SIF-J) regarding the popularization of Socially Responsible
Investment (SRI).

Support for Education about Trust Schemes
In order to promote the popularization of trust schemes, we

have opened endowment lectures at universities as follows:

* A lecture about the Trust Law at the Kobe University Faculty
of Law (from 1998 to 2003).

e A lecture about trust and finance at the Business and
Information Academy, Waseda University (since 2004).

* Education support for the Graduate School of Law, the Faculty
of Law, and the Law School at Kyoto University (since 2006).
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Financial Section

1. Features of Trust Banks’ Balance Sheets

Financial statements of trust banks include two balance sheets,
one for the banking account and the other for the trust account
(Statements of Trust Account). They are classified by whether
businesses are conducted based on trust agreements or not. The
balance sheets for the banking account are similar to those of ordi-
nary commercial banks, whereas that for the trust account are
unique to trust banks.

Among various trust accounts, loan trusts and Jointly-operat-
ed money trusts (‘JOMTs”) are subject to principal-guaranteed
contracts provided by trust banks and covered by deposit insur-
ance. From the viewpoint that the banking account bears contin-
gent liability by virtue of principal-guaranteed contracts attached
to these two types of trusts, these trusts are included in banks’ risk
assets for the purpose of calculating the BIS capital adequacy ratio.
At present, the total principal amount after deduction of the loan
amount lent from the trust accounts to the banking account is
counted as risk assets.

Those loan trusts and JOMTs are booked and administrated
separately from the banking account. The Sumitomo Trust and
Banking Company, Limited (“the Bank”), though, refers to the
banking account, loan trusts, and JOMTs as the “Three Major
Accounts” and manages them as a part of the banking business.
We manage profits and losses, conduct asset liability management,
and control the default risks of the three major accounts in an inte-

grated manner. As a case in point, our data for the loan-deposit

Loan Trusts

—— JOMTs

*Three Major Accounts

Trust Accounts
(with discretion)
Pension Trusts
Designated Money Trusts (“Shitei-tan”)
(without discretion)
Tokkins (Specified Money Trusts)
Investment Trusts
Securities Trusts

Banking Account

included in the
Trust Accounts

Features of Trust Banks’ Financial Statements

margin on a “Three Major Account” basis are calculated through
the aggregation of assets and liabilities in the banking account, loan
trusts, and JOMTs.

On the other hand, various trust accounts other than loan
trusts and JOMTs are referred to as “Fiduciary Accounts” since
their principals are not guaranteed and all returns and losses are
attributed to beneficiaries. Broadly speaking, there are two types of
fiduciary accounts: those in which trust banks have discretion over
investments (including pension trusts, designated money trusts,
etc.), and those in which they do not have discretion acting as cus-
todians (including investment trusts, tokkins (Specified money
trusts), securities trusts, etc.). The statements of trust account dis-
close balances of all trust accounts including loan trusts and
JOMTs. Separate balance sheets are also disclosed for loan trusts
and JOMTs.

Loan trusts and JOMTs have reserve accounts for possible
losses called reserve for possible impairment of principal. The
reserve account for loan trusts is stipulated in the Loan Trust Act.
In accordance with the Act, trust banks are currently required to
set no less than 2.5% and no more than 4.0% of loan trust fees
aside for the reserve until it amounts to 0.5% of the total principal
amount of loan trusts. The reserve account for JOMTs is set aside
at the rate of 0.3% of the balance of loans and other claims. For
reference, non-performing claims of loan trusts and JOMTs are

disposed of by direct write-offs to individual loans or other claims.

Banking Business

Fiduciary Business
(*) Income from Land Trusts and Real Estate

Management Trusts are recorded in the trust account. Income

Real Estate Services(*)

from real estate brokerage is recorded in the banking account.

(#Income from stock transfer agency services is

Stock Transfer Agency Services(#)

recorded in the banking account.
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Balance sheets of trust banks feature accounts for internal transac-
tions between the banking account and the trust account. These
are noted as the “Borrowed Money from Trust Account” (i.e. the
banking account’s borrowing from the trust accounts), which is

posted on the liability side of the banking account, and “Loans to

2. Features of Income Statement of Trust Banks

Banking Account,” posted on the asset side of the trust account.
Assets on the balance sheets for loan trusts and JOMTs are classi-
fied into “Loans and Bills Discounted,” “Securities,” and “Others.”

“Others” accounts consist mainly of loans to banking account.

Main items comprising income statements of trust banks are as shown below:

Net Trust Fees (after credit costs for Loan Trusts and JOMTs)

+Net Interest Income

+Net Fees and Commissions
+Net Trading Income

+Other

Gross Profit
+Trust Account Credit Costs

Gross Profit before Credit Cost

—General and Administrative Expenses (excluding Non-recurring expenses)

Net Business Profit before Credit Cost
+Net Non-recurring Profit (Loss)

Ordinary Profit
+Extraordinary Profit (Loss)

Income (Loss) before Income Taxes
—Income Taxes-Current
—Income Taxes-Deferred

Net Income (Loss)

3. Structure of Trust Banks’ Earnings - Trust Fees vs. Other Fees & Commissions

Among various accounts on the income statements of trust
banks, “Trust Fees” and “Fees and Commissions” require special
mention. For the purpose of financial statements, Fees and com-
missions earned based on trust agreements are booked as “Trust
Fees” and those earned without trust agreements are booked as
“Fees and Commissions.” Trust fees include “Trust Fees from
Loan Trusts and JOMTs” and “Other Trust Fees” derived from
various trust businesses such as pension and institutional asset
management, securities processing services (investment trusts and
tokkins), and real estate services (land trusts and real estate man-
agement trusts). “Fees and Commissions” are those derived from
businesses such as custody services, stock transfer agency services,
and real estate brokerage services, as well as banking businesses

such as guaranty, foreign exchange, and securitization.

* Trust Fees
Trust fees from loan trusts and JOMTs
Other trust fees
* pension asset management
(corporate and public pensions)
* securities custody with trust contract services
(investment trusts, tokkins and others)
e real estate services

(land trusts and real estate management trusts)

* Fees and Commissions
Fees from transfer agency services
Fees from real estate brokerage
Fees from securities custody services, other than trust contract etc.

Fees from banking business (foreign exchange, securitization, etc.)
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Financial Section

4. Managerial Accounting for Trust Banks

The Bank consists of three business groups. As of June 27,
2008, these three business groups are the “Wholesale and Retail
Client Services Group,” “Global Markets Group” and “Fiduciary
Services Group.” The “Wholesale and Retail Client Services
Group” consists of two businesses and one division, which are the
“Wholesale Financial Services Business,” “Retail Financial Services
Business” and “Real Estate Division.” Financial accounting is not
designed to show the earning status of each business group and
division. For the purpose of managing profitability by business, we
also provide figures based on managerial accounting.

To reconcile financial accounting and managerial accounting,
one should particularly note the following reallocations of income
among business groups and divisions. It should be noted that fee
income, recorded as either “Trust Fees” or “Fees and Commissions”
in terms of financial accounting, must be allocated to each business

group and division based on customer attributes.

Features of Trust Banks’ Financial Statements

For example, trust fees from loan trusts and JOMTs are allo-
cated to the Wholesale Financial Services Business and Retail
Financial Services Business in the Wholesale and Retail Client
Services Group. Similarly, fees from securitization of financial assets
are allocated to the Wholesale Financial Services Business. Foreign
exchange fees are allocated to the Wholesale Financial Services
Business as well as to the Global Markets Group. Fees from pension
asset management (corporate and public pensions) and those from
securities processing services—both of which are recorded under
“Other Trust Fees” in financial accounting—are allocated, respec-
tively, to “Pension Asset Management” and “Securities Processing
Services” to the Fiduciary Services Group. Fees from real estate bro-
kerage and those from land trusts and real estate management trust
(for the purpose of securitization)—recorded separately under “Fees
and Commissions” and “Other Trust Fees” in financial account-

ing—are combined and allocated to the Real Estate Division.

Financial Accounting

Managerial Accounting

As of June 2008, “Wholesale and Retail Client Services Group” comprises “Retail Financial Services Business,” “Wholesale Financial Services Business” and “Real Estate Division.”

Wholesale and Retail Client Services Group

Retail Financial Services Business

Wholesale Financial Services Business

Stock Transfer Agency

Real Estate Division

Global Markets Group

Fiduciary Services Group
Pension Asset Management

Securities Processing Services

Trust Fees
(including “Other Trust Fees’)

Trust fees from Testamentary trusts

Trust fees from Loan trusts and JOMTs

Fees and Commissions
(in the banking account)

Remittance fees

Sales commission of mutual funds

Sales commission of annuity

Guarantee fees

Loan commitment fees

Foreign exchange commissions

Fees from Securitization of financial assets

Trust fees from Land trusts,
Real estate management trusts

Stock transfer agency service fees

Fees from Real estate brokerage

Fees from Securitization of real estate

Fees from Pension asset management
(corporate and public pensions)

Securities processing service fees

Foreign exchange fees
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Overview of Fiscal Year 2007
Macro Economy

Up until the first half of fiscal year 2007, the Japanese economy
maintained modest economic expansion, but corporate earnings were
squeezed in the second half of the year due to the increasing cost of
energy and raw materials, and the hike in oil products and food prices
made consumers more cautious about spending, resulting in the slow-
down of the economy.

In the financial market, the turmoil caused by the U.S. subprime
mortgage problems affected the entire world financial market. In the
short-term financial market in the United States and Europe, credit
crunch continued to spread, while in the credit market, the prices of
securitized products showed a substantial decline, which caused great
loss to the banks and institutional investors in major economies. Under
these circumstances, the stock prices and the foreign exchange rates
became volatile.

The Nikkei stock index, once having surpassed 18,000 yen,
plunged to the level of 12,000 yen, and with respect to the yen-dollar
rate, the yen appreciated to the level of 90 yen against the dollar from
the level of 120 yen.

Business Performance
Net Business Profit before Credit Costs Slightly Gained

In fiscal year 2007, non-consolidated net business profit before
credit costs was 173.8 billion yen a decrease of 2.0 billion yen year-on-
year, mainly due to an increase in personnel expenses and non-personnel
expenses caused by staff buildup and consolidation of offices designed to
improve the efficiency of business and strengthen customer services.
However, with revenue contributions from our consolidated subsidiaries
(STB Leasing Co., Ltd. and Life Housing Loan, Ltd.) consolidated net
business profit before credit costs was 216.8 billion yen, an increase of

1.4 billion yen year-on-year.

Consolidated Net Income Dropped

Consolidated net income was 82.3 billion yen, a decrease of 21.4
billion yen, after posting temporary factors including gains on return of
retirement benefit trusts (amounting to 9.9 billion yen that contributed
to an increase of consolidated net income by 5.9 billion yen), and an
influence on the adjusted amounts of corporate taxes after adopting the
“Practical Guidelines for Deferred Tax Accounting in Consolidated
Financial Statements” (the JICPA Accounting System Committee Report
No.6, March 29, 2007) (that contributed to a decrease of consolidated

net income by 4.1 billion yen).

ROE
Return on shareholders’ equity (ROE) on consolidated basis was

8.34 % and fully-diluted net income per share was 49.17 yen.

Management’s Discussion and Analysis

Breakdown of Net business Profit before Credit Costs

Net trust fees increased by 1.4 billion yen year-on-year. Other trust
fees which include those from pension trust, securities processing and
investment management businesses, among others, increased by 4.4 bil-
lion yen year-on-year to 62.6 billion yen, due to a steady increase in bal-
ance of funds entrusted to pension trusts and mutual fund trusts. On
the other hand, trust fees from loan trusts and JOMTs (jointly-operated
money trusts) excluding write-offs of bad loans decreased by 4.3 billion
yen to 11.9 billion yen year-on-year, mainly due to a decrease of the bal-
ance of loan trusts caused by the discontinuation of new offerings.

Net interest income increased by 1.6 billion yen year-on-year to
161.7 billion yen, including contributions from earnings from Life
Housing Loan, Ltd, which became our consolidated subsidiary in fiscal
year 2007.

Net fees and commissions decreased by 1.4 billion yen year-on-year
to 102.3 billion yen due to a decrease in the sales of mutual funds and
individual annuities during the second half of the fiscal year.

Net trading income increased by 5.2 billion yen year-on-year to
13.4 billion yen due to strong growth in trading based on customer
dealings such as interest rate swaps.

Despite losses on financial derivative products, net other ordinary
income and expenses increased by 15.7 billion yen year-on-year to 54.6
billion yen due to an increased earnings from capital gains on govern-
ment and other bonds, as well as contributions made by STB Leasing
Co., Ltd.

As a result of the aforementioned figures, gross profit before credit
costs amounted to 406.6 billion yen, an increase by 21.2 billion yen
year-on-year.

On the other hand, general and administrative expenses (excluding
non-recurring expenses) increased by 15.8 billion yen to 199.8 billion
yen due to an increase in personnel expenses and non-personnel expens-
es caused by staff buildup and consolidation of offices designed to
improve the efficiency of business and strengthen customer services.

Net business profit before credit costs, which represents so-called
actual business profit, was 216.8 billion yen, showing an increase of 1.4

billion yen year-on-year.

Subprime-Related Losses

Since completing the repayment of public funds in January 2004,
the Bank has been promoting loans to individuals and investment in
domestic and foreign market-based assets in order to pursue diversifica-
tion of its credit portfolio and increase the ROA from the viewpoint of
making effective use of its capital and ensuring the efficient management
of deposits placed by individual and corporate customers, totaling 13
trillion yen. As for overseas assets, we expanded investment in bonds
with high credit ratings and securitized products.

Although most of these investment assets carried high credit ratings
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and had little in common with subprime mortgages, the U.S. subprime
mortgage problems affected such products, too, causing them to be
downgraded, reducing their liquidity and lowering their prices sharply.

Confronted with this situation, we wrote off additional losses in
the second half of fiscal year 2007, going beyond the requirement of the
existing accounting standards, so as to avoid carrying over losses to fiscal
year 2008 and later.

First, we reclassified most of the asset-backed securities categorized
as “Securities with No Available Fair Value” to “Securities with Fair
Value,” and recognized impairment losses based on the fair value since it
became possible to acquire market value and verify them.

Second, while our traditional standard for the recognition of
impairment losses is “over 50% fair value depreciation from the original
cost,” we uniformly applied a more conservative standard for the recog-
nition of impairment losses by changing the rate of valuation loss to
“over 30% fair value depreciation from the original cost” in fiscal year
2007. At the same time, we wrote off all the securities that we decided to
liquidate, regardless of the rate of valuation loss.

As a result, we booked losses of 50.8 billion yen related to the
write-down of overseas asset-backed securities (including additional loss-
es of 46.8 billion yen). If losses from the sale of such securities and loan
loss provisions for corporate loans are included, the total losses related to
overseas credit investments amounted to 79.3 billion yen. However, we
have sharply reduced the amount of our holdings of equity-related secu-
ritized products and have almost eliminated valuation losses.

Most of the remaining holdings of overseas assets are primary secu-
ritized products, and we expect that any additional loss that may arise in
the future will be limited. (Please refer to page 12 with regard to Status

of Overseas Credit Investment).

Performance by Business Group

The fiduciary services business, one of the main driving forces of
fiscal year 2007 performance, increased consolidated net business profit
before credit costs by 20% year-on-year due to the firm expansion of
pension trusts and mutual funds within the expansion of their markets.

On the other hand, while the retail financial services business and
the real estate business maintained steady growth during the first half of
the year, the growth of both businesses slowed due to the uphill battle of
the sales of mutual funds and sluggish growth in the number of real
estate brokerages. As a result, consolidated net business profit before
credit costs of the two businesses remained unchanged year-on-year.

The wholesale financial services business saw a decrease in consoli-
dated net business profit before credit costs by 3% year-on-year mainly
because of lower spreads on domestic loans.

While the global markets business fought an uphill battle during
the first half, it considerably improved during the second half of the year
taking advantage of the phase of falling interest rates, and secured as

much profit as that of the previous year for the whole financial year.

Consolidated BIS Capital Adequacy Ratio

Consolidated BIS capital adequacy ratio was 11.84%, an increase
of 0.48%, and consolidated Tier I capital ratio was 7.33%, an increase
of 0.89% year-on-year.

Despite the decrease of total capital by 77.5 billion yen caused by
the decline of net unrealized gains of securities, the decrease of total risk-
weighted assets by 1,299 billion yen mainly due to the roll-out effect of
approximately 550 billion yen of planned migration of approach on
retail assets, such as residential mortgage loans, from the Standardized
Approach to the FIRB (Foundation Internal Ratings-Based) approach,

resulted in the above.

The figures in U.S. dollars are translated from yen-base for convenience at the rate of 100.19 yen to 1.00 U.S. dollar, the exchange rate prevailing at March 31, 2008.

Operating Results (Consolidated)

Millions of Yen IIJVI Sil.lilgzilsrfs
Years Ended March 31 2008 2007 Changes 2008
Net Trust Fees ¥ 74,628 ¥ 73,226 ¥ 1402 $ 745
NIt llinnaiast @G co00000005000000000000000000096009090000000305000909000305GA0E00000AEOA00 161,750 160,086 1,664 1,614
IN IR SR I AR O T I 1S S L0 T S e 102,302 103,751 (1,449) 1,021
Net Trading TIEEITRE  0o00000000000000900606AGABIIITECESAAATHOITICICABACAAIBICITIICABIAAIITOTD 13,403 8,144 5,258 134
Net Other Ordinary Income and EXpenses «eeoeeeeeseeeseniiciniicccs 54,622 38,892 15,730 545
General and Administrative Expenses (¥) «eereeeenecnicniiiinne. 199,847 183,973 15,873 1,995
Net of Other Income and EXpenses «-----seeeeeeesessssssssssssssssssessssssssssssss (60,588) (32,348) (28,240) (605)
Income before INcome Taxes «eeeeeeeeeeeeeeeeererunieseaeeeeerernniisseeseeessnnnnnnnnns 146,271 167,778 (21,507) 1,460
Net Income 82,344 103,820 (21,475) 822
Net Business Profit before Credit Costs ««:+-seeseeeseessuessiessuisiiisiinuiisucinnens ¥ 216,888 ¥ 215,485 ¥ 1,402 $2,165

(*) Excluding Non-recurring expenses
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Financial Section

Net Trust Fees

Net trust fees consist of two types of fees. One is trust fees from
loan trusts and JOMTs, which can be categorized as income from
quasi-banking business, and the other is fees from asset management
or trust and custody operations, such as pension trusts, designated
money trusts, securities investment trusts, securities trusts, etc.

Whereas the first type has a characteristic of interest income,
the second is a kind of non-interest income.

The first type of trust fees equaled 11.9 billion yen (before elimi-

Net Trust Fees (Consolidated)

Management’s Discussion and Analysis

nation of credit costs in the trust account), a decrease of 26.8% from
the previous fiscal year. The balance of loan trusts continued as the
bank decided to discontinue the product, however, the decrease has
been generally substituted by the increases in time deposits in the
banking account. Other trust fees increased by 4.4 billion yen, or
7.6%, mainly due to the increase in Trust fees from pension trusts
and securities investment trusts. Net trust fees in total saw a increase

of 1.4 billion yen, or 1.9%, from the previous fiscal year.

Millions of Yen LI}/I Sil_ligl;il:fs

Years Ended March 31 2008 2007 Changes 2008
Trust Accounts Credit Costs (Deduction) ««-s-sseeeereeeeiemiiniiiiinininiiins ¥ (11) ¥ 1,360 ¥ (1,372) $ (0)
Trust Fees from Loan Trusts and Jointly-Operated Money Trusts -+ 11,977 16,356 (4,378) 120
(before deducting trust accounts credit costs)

Caitn el 1ess @ Selles @fF Saaiistifies coommmom oo oo _ (0) 0 _
Oxihar Tt [REEs  c00000000000000000000000000000063000000GA000CCEACA0OOEAEA0IABAAIOODCAAIAO00E0GD 62,639 58,230 4,409 625
NIt T IGHE TS coomommomommomem om0 ¥ 74,628 ¥ 73226 ¥ 1,402 $ 745

Net Interest Income

Interest income increased by 61.1 billion yen from 344.5 bil-
lion yen to 405.6 billion yen, while Interest expenses increased by
59.4 billion yen from 184.4 billion yen to 243.9 billion yen, which

resulted in an increase in Net interest income of 1.6 billion yen, or

Net Interest Income (Consolidated)

1.0%, over the previous fiscal year. This gain was attributed to the
consolidation of Life Housing Loan, Ltd. by becoming a wholly
owned subsidiary in the fiscal year 2007.

Millions of Yen II}A SiIAIiIgr;il;i
Years Ended March 31 2008 2007 Changes 2008
Tiniraast IIREEINE  c0ocoe00000000000000000000090IEEEACAEAENOTEIEICOEACIANNOOIOIBACOAAAAATN0000ODCOAAAED ¥ 405,653 ¥ 344,541 ¥ 61,112 $ 4,049
Tt @ Lo @e] PSSR ooomomommmmmmommemimimaaoeeaoaeamoioiaaaaaas 224,495 192,565 31,930 2,241
Interest and Dividends on Securities «««-eeseserereeennniiiiinnniiene 155,468 127,848 27,619 1,552
Intereston IDepositsfwithiBanks s ssterte i SR s 13,992 16,409 (2,417) 140
Tnterest on ILErest SWaps - sssssssssseeseeesssseessssssssssssssssesssssenessssss _ 345 (345) _
Oxdner lniraest IMEETRE cooccescenaeoanee0ce00e009009000900m9e8maEaeaEaaaEEaaRaaaEcaace000000 11,697 7,372 4,325 117
it [BPEITES  coomcormoconconncommocooconneemoroossoasemmoro06onE 0000 m0XaoE00ces 243,903 184,455 59,447 2,434
Tnterest On IEPOSILS. rsesssstessssssessusssstosimnissiimmssiisisssessiinsstssussssiosissses 136,129 113,421 22,707 1,359
Interest on Payables under Repurchase Agreements «--eeeeoeeeeeeeeenceens 41,717 36,257 5,460 416
TOTErESt ON BOMAS c-cveverersereeereotseasnnentsencssasesaretsensassentaenesssseesentseasasas 15,527 9,014 6,512 155
Interest on Borrowings and Rediscounts «-eeeeeieesccncicnicccees 12,615 6,904 5,710 126
Interest on Payables under Securities Lending Transactions -+ 2,582 3,324 (742) 26
Interest 0n ShOrt-term BOMdS ««e-tseecessersessecsensrnessetaessencsesscsessascaes 2,952 1,311 1,640 29
Interest on Interest Swaps 19,495 — 19,495 195
Other Interest EXPERIses eeeeeeseseseneususmsinininininititititiit 12,883 14,221 (1,338) 129
Nt linveies: [IEGINE  scconeoeammoonoomeoascseommonmonmeoaaeaanmmemoonseoaseeasnenoose0asaenononn ¥ 161,750 ¥ 160,086 ¥ 1,664 $1,614
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Net Other Ordinary Income
Net other ordinary income saw an increase of 15.7 billion yen from the previous fiscal year due to an increase in net gains on bonds despite an

increase in expenses on derivatives other than for trading or hedging.

Net Other Ordinary Income (Consolidated)

Millions of Yen IIJVI Sil.h]ggi:rfs
Years Ended March 31 2008 2007 Changes 2008
Other Ordinary J[A@BITIE  c00000000000000000005000B000CEKNBICICINOBITVCABABICICACACICICIAIILTCO ¥ 418,847 ¥ 261,632 ¥ 157,215 $ 4,181
Gains on Sales of Bonds (1) eeeeeeeereeesmmimniniiiiiiis 62,108 14,863 47,244 620
Net Gains on Foreign Exchange Transactions - 6,768 11,735 (4,9606) 68
Gains on redemption of bonds (2) «++ssrerrresreessssnsssssssessessssnnns 2 _ 2 0
OFREE -+eveeesecssimeencesemcssencunctsnssensssesstsstssasssessesssscsstssessansecsssssscsstnse 349,968 235,033 114,935 3,493
@ther @rdinany Bxpenscsit e 364,225 222,739 141,485 3,635
Loss on Sales of Bonds (3) «-rssersseerssersserssessserissssssessssssisesssessssssians 6,592 16,182 (9,590) 66
Loss on redemption of bonds (4) ..................................................... 6,005 I 6,005 60
Loss on devaluation of bonds (5) - erseerseesermsrmmesimnsmssssnsssnsaens 2,686 _ 2,686 27
Expenses on Derivatives other than for Trading or Hedging -+ 36,304 176 36,128 362
Oxllxar?  coc00000000000000000000000000000000BIACIOCARONCOBIBINICACATIDICABATILTGAATOITOCA 312,636 206,380 106,255 3,120
Net Other Ordinary Income «ssseeeeressssseeeesessssseeesessssesessesssssseseseesns ¥ 54,622 ¥ 38,892 ¥ 15,730 $ 545
Net Gains on Bonds [(1)+(2)-(3)-(4)~(5)] «wrssrersversermseemssrsmssuseenaseens ¥ 46,826 ¥ (1,319 ¥ 48,144 $ 467
General and Administrative Expenses
General and administrative expenses (excluding non-recurring  improve the efficiency of business and strengthen customer services.
expenses) increased by 15.8 billion yen, or 8.6%, from the previous fiscal ~ Personnel expenses increased by 9.6 billion yen due to the increase in
year. Other (non-personnel expenses) increased by 5.4 billion yen due to expenses related to the expansion of personnel.
an increase in expenses caused by consolidation of offices designed to
General and Administrative Expenses (Consolidated)
Millions of Yen Il}{lsilhlisﬁl;’fs
Years Ended March 31 2008 2007 Changes 2008
Taxes Other than Income Taxes ¥ 7,718 ¥ 6,923 ¥ 7% $ 77
Personnel EXpenses () - eeceereessssssecrsiossssetecriunssssseesionmssosensicassssscerss 86,864 77,199 9,665 867
Other (Non-personnel EXpenses) -+ wswseuerserseessmiisinimsiusiiisisiinins 105,264 99,850 5,413 1,051
General and Administrative Expenses «««+-sssesesesenessssinniniinninnns ¥ 199,847 ¥ 183,973 ¥ 15,873 $ 1,995

(*) Excluding Non-recurring expenses.




Financial Section

Net of Other Income and Expenses

Net of other income and expenses decreased by 28.2 billion
yen. Net gain on stocks and other securities decreased by 7.0 billion
yen due to an increase in losses on devaluation of stocks and other
securities. Expenses related to problem loans (banking account cred-

it costs) amounted to 13.3 billion yen, a decrease of 27.3 billion yen

Net of Other Income and Expenses (Consolidated)

Management’s Discussion and Analysis

from the previous fiscal year, due to a decrease in Provision for
allowance for loan losses. Meanwhile, total substantial credit costs
including impairment losses related to overseas credit investments

amount to 76.4 billion yen, as described in page 66.

Millions of Yen IIJVI Sil_lig;il:rfs
Years Ended March 31 2008 2007 Changes 2008
Net Gain on Stocks and Other Securities ¥ (2,263) ¥ 4,814 ¥ (7,078) $ (23)
Gain on Sales of Stocks and Other Securities «+«+esererereeneiinninnnes 31,403 12,350 19,053 313
Losses on Sales of Stocks and Other Securities «««--eseeeeeereesiiriiinnnns 3,111 2,962 149 31
Losses on Devaluation of Stocks and Other Securities 30,555 4,573 25,981 305
Expenses Relating to Problem Loans (Banking Account Credit Cost) -- 13,349 40,713 (27,363) 133
AW LECI-OE OF LLOAILS. ++esvssresesersrsssssssmsssisesseseseessesesssssssssessssesees 6,102 6,462 (360) 61
Provision for Allowance for Loan Losses ««--+seseeeesseesuiniieniniiiiiennens 1,519 34,181 (32,662) 15
Ganel Allewaings cwoocomasosscansssscsaneosssanasossacacosssneaconnncooonncessnnsoss 17,023 17,527 (504) 170
Spcciﬁc Lo ILess Allewainge  eococossescssoscacosneacaesmmeacommnosscanoosocsonoocs (14,888) 16,240 (31,129) (149)
Allowance for Loans to Restructuring Countries ««:-:+sseseseseueueee (614) 413 (1,028) 6)
LOSSES ON SAles OF LOANS +e+erevererseresseesseressssensssensssenassesesssnsssssensoncs 5,727 68 5,659 57
Other Expenses .................................................................................... 74,119 20,718 53,401 740
Oxihar Calim ccocooosca0000600000006000009000000900CAETEICEEANITICEAEAICICACICITICABIITEBAAIDTBOCD 29,144 24,268 4,876 291
Net of Other Income and Expenses ..................................................... ¥ (60,588) ¥ (32,348) ¥ (28,240) $ (605)
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Financial Condition
Total Assets (please see page 68)

As of March 31, 2008, the Bank’s total assets stood at
22,180.7 billion yen, an increase of 1,177.6 billion yen, or 5.6%,
from March 31, 2007.

This increase was mainly due to the 469.3 billion yen, or
77.1%, increase in Trading assets. Loans and bills discounted also
increased by 258.9 billion yen, or 2.5%. On the other hand,
Securities decreased by 662.7 billion yen, or 12.6% mainly due to

the decrease in corporate bonds.

Total Liabilities, Total Net Assets and Shareholders’ Equity
(please see page 68)

Total liabilities of the Bank as of March 31, 2008 amounted
to 20,899.7 billion yen, which was an increase of 1,344.6 billion
yen, or 6.9%, from March 31, 2007. Deposits rose by 514.4 bil-

BIS Capital Adequacy Ratio

lion yen to 11,875.7 billion yen, while Borrowed money from trust
account decreased by 571.9 billion yen. This partly explains
the fact that decrease in loan trust is often replaced by the
deposit to the Bank. Total net assets decreased by 166.9 billion
yen, or 11.5%. Valuation difference on available-for-sale securities
decreased to 65.9 billion yen from 295.2 billion yen, mainly
because of the decrease of net unrealized gain of stocks and the

increase of net unrealized loss of foreign bonds.

Capital

The BIS capital adequacy ratio and Tier I capital ratio both
increased by 0.48% and 0.89% from the end of previous fiscal year to
11.84% and 7.33%. Tier I capital increased by 47.1 billion yen

owing mainly to the increase of retained earnings.

Billions of Yen,
except for percentages
At March 31 2008 2007 Changes
Total Qualifying Capital - eerseeessseerssseimsieiiiseisss s ¥ 1,732.2 ¥ 1,809.8 ¥ (77.5)
e T Cajpizl coomormoomoromonmsosmmsossmmxosamsncarsonsom0000 X X 1,073.3 1,026.1 47.1
including: Net Unrealized Losses on Available-for-Sale Securities «+:+:--esereeseieieieenenenn — — —
including: Minority Interest in Consolidated Subsidiaries «-:«eceeeesennniicciinnnn 209.3 210.6 (1.2)
including: Noncumulative Preferred Securities Issued
by Overseas Special Purpose Companies (¥) «s-ssressseressseresssesessscusssimsssemssncsssens 183.0 183.0 —
including: Goodwill Equivalents (Deduction) -+ sttt 115.5 104.8 10.6
including: Equivalent to 50% of the Excess of
Expected Loss over Qualifying Allowance (Deduction) ««-e:eeeeseseseseeicucicnnnececs 14.9 21.0 (6.1)
Tier T Capital crooessvveeeeersssssssssesesss s 760.9 904.6 (143.7)
Upper iien T -+ttt s 366.2 534.5 (168.2)
45% of Net Unrealized Gains on Available-for-Sale Securities «+«++esssesseereininnens 48.0 223.0 (174.9)
45% of Revaluation Reserve for Land 0.7 0.8 0.1)
General AlloWAnce for LOan LOSSES «rseeeerserserresseseessrosseesssessssseesseessessssssssseeseas 3.2 5.6 (2.4)
Perpetual Subordinated Debts - seeeesssseceesssmeriissreuisnsiiiiseiisssiisessesseeees 314.1 305.0 9.1
O T T T 394.6 370.0 24.5
Deductive Items (DedUction) «s+ssesessessesssessessessesssssissssssssssssssssssssssssssssssssssssssssssssssssessns 101.9 120.9 (19.0)
R e ¥ 14,625.9 ¥ 15,924.9 ¥ (1,299.0)
Amount of Credit Risk-Weighted ASSets - r---sssssseeeerueessscsesmisismcesiuissisessissssscsseenes 13,745.3 15,100.6 (1,355.3)
Amount of Market Risk EQUIVAIENES «++ereveseeeeesssecemssmniemismriiiiiiiissnisssesesesenesseees 162.2 158.9 3.3
Amount of Operational Risk Equivalents - 718.3 665.3 52.9
B A O IR S —— 7.33% 6.44% 0.89%
B @ T L1 o o R 11.84% 11.36% 0.48%

(*) For detailed information of Noncumulative preferred securities issued by overseas special purpose companies, see “Details of Preferred Securities issued by Overseas Special

Purpose Companies” on page 67.
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Financial Section | Management’s Discussion and Analysis

Classified Assets under Financial Reconstruction Law

As of March 31, 2008, the total of “Bankrupt and Practically ~ which was mostly offset by the increase in Substandard category.
Bankrupt,” “Doubtful,” and “Substandard” (Banking and Trust =~ The percentage of classified assets to total loan and equivalent
Accounts combined; non-consolidated basis) loans decreased by assets decreased by 0.1% to 0.9%.

10.5 billion yen. Doubtful category decreased by 31.2 billion yen,

Total Classified Assets
(Banking and Trust Accounts Combined)
Classification Billions of Yen, except for percentages
Balance Coverage Ratio Collateral/Allowance Allowance Ratio
At March 31 2008 2007 2008 2007 2008 2008 2007
Bankrupt and ¥ 69 ¥ 6.5 100% 100% Specific Allowance ¥ 04 100% 100%
Practically Bankrupt (A) Collateral/Guarantee 6.5
Doubtful 27.3 58.5 87% 85% Uncovered 3.4
(Kiken-Saiken) (B) Specific Allowance 5.7 62% 68% -
Collateral/Guarantee 18.2
Substandard 73.0 52.6 77% 64% Uncovered 16.2
(Yo-Kanri-Saiken) (C) General Allowance 15.4 48% 29%
Collateral/Guarantee 41.4
Ordinary Assets 12,084.6 11,966.3 General Allowance 72.5
(Seijo-Saiken) Allowance for Losses to
Total of (A), (B) and (C) ¥ 1071 ¥ 1176 Restructuring Countries —
Total ¥12,191.6 ¥12,083.9

Banking Account (After Partial Direct Write-Off)

(Non-consolidated)

Classification Billions of Yen, except for percentages
Balance Coverage Ratio Collateral/Allowance Allowance Ratio

At March 31 2008 2007 2008 2007 2008 2008 2007

Bankrupt and ¥ 50 ¥ 4.2 100% 100% Specific Allowance ¥ 04 100% 100%

Practically Bankrupt (D) Collateral/Guarantee 4.6

Doubtful 14.5 58.1 76% 85% Uncovered 3.4

(Kiken-Saiken) (E) Specific Allowance 5.7 62% 68%
Collateral/Guarantee 5.4 Z

Substandard 72.2 35.8 77% 48% Uncovered 16.2 §

(Yo-Kanri-Saiken) (F) General Allowance 15.4 48% 29% 2
Collateral/Guarantee 40.7

Ordinary Assets 11,771.1  11,556.9 General Allowance 72.5

(Seijo-Saiken) Allowance for Losses to

Total of (D), (E) and (F) ¥ 91.7 ¥ 98.0 Restructuring Countries —

Total ¥11,862.7 ¥11,654.9
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Trust Accounts

(Non-consolidated)

Classification Billions of Yen, except for percentages
Balance Coverage Ratio Collateral/Allowance Allowances
At March 31 2008 2007 2008 2007 2008 2008
Bankrupt and ¥ 19 ¥ 23 100% 100% Collateral/Guarantee ¥ 1.9  Allowance for Loan Trust
Practically Bankrupt (G) (Tokubetsu-Ryuhokin)
Doubtful 12.8 0.4 100% 99% Uncovered — ¥1.8
(Kiken-Saiken) (H) Collateral/Guarantee 12.8  Allowance for JOMTs
Substandard 0.7 16.8 100% 100% Collateral/Guarantee 0.7  (Saiken Shoukyaku
(Yo-Kanri-Saiken) (1) Junbikin)
Ordinary Assets 313.5 409.4
(Seijo-Saiken)
Total of (G), (H) and (1) ¥ 154 ¥ 195
Total ¥328.9  ¥4289
Breakdown of Credit Costs (Non-consolidated; Banking and Trust Account)
Millions of Yen UM Sﬂ.ﬁgr(;ilgrfs
Years Ended March 31 2008 2007 Changes 2008
Banking ACCOUNE -:+ssetessstiussiiiissiiiusiiiiunsiiistiit it ¥ 11,066 ¥ 39,167 ¥ (28,100) $ 110
Written-Off of Loans --- 5,282 4,820 462 53
Provision for Allowance for Loan LLOSSEs ««-serreeererrrnesrerrunieaerrnnieaennnns 57 34,293 (34,235) 1
Genarall Allsrwzings coooocosasscooonocooncca0000006000000600000600000000066060000060 15,677 18,878 (3,200) 156
Speciﬁc ILean ILegs Alllerwam@a  coconocomosescomonocoonceonmncensconcms (15,004) 15,001 (30,006) (150)
Allowance for Loans to Restructuring Countries «+-«e«-eseeeeveveeescee (614) 413 (1,028) (6)
Losses on Sales of Loans - 5,726 53 5,672 57
TN L (11) 1,360 (1,372) (0)
Tarell Cazikt: Cagis coon00006000000000000000000090000000900AACE0IEOAIOINICABAB0OCOGANOOCCEACO0D ¥ 11,054 ¥ 40,527 ¥ (29,472) $110
Total Substantial Credit COSts «--rteerrrreeeerrmimeerrmmiiieiriiiieeeriiiieeeenins ¥ 76,457 ¥ 40,527 ¥ 35,930 $ 763
Losses Related to Overseas Credit [nvestment ««+«+-«sseeeeeeesesenanien 79,349 — 79,349 792
Spread (Non-consolidated Domestic Three Major Accounts; Banking A/C and Principal Guaranteed Trust A/C combined)
Percentage Points
Years Ended March 31 2008 2007 Changes
Average Yield on Intcrest—Earning ASSELS (@) weerverrrerrresnei e 1.40% 1.26% 0.14%
Loans and Bills Discounted (A) ««eeseeeeeeemmmmimmiiiiiiii 1.54 1.27 0.27
SEEIIRITIES cvmomommomommon0emememmmesaes IO EeRe IO IR0 1.39 1.11 0.28
Average Yield on Interest-Bearing Liabilities (b) «-r---eeeeeeeesessesssssesesssssssssssssssssmmssssssnssssnsnnnns 0.53 0.33 0.20
Deposits (B) weeereemeenee e 0.48 0.28 0.20
Gross Margin (@) () eerreenere e 0.87 0.93 (0.06)
Loan-Deposit Margin (A)-(B) - 1.06 0.99 0.07
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Details of Preferred Securities issued by Overseas Special Purpose Companies

Management’s Discussion and Analysis

1. Issuer

STB Preferred Capital
(Cayman) Limited

STB Preferred Capital 2
(Cayman) Limited

STB Preferred Capital 3
(Cayman) Limited

2. Description of Securities

Noncumulative Preferred Securities

Same as on the left

Same as on the left

3. Maturity

Perpetual (the Securities may be redeemed
in whole or in part on any dividend pay-
ment date on or after ten years from the
issuance at the option of the Issuer sub-
ject to the prior approval of the holders of
the ordinary shares and applicable regula-

tory requirements).

Perpetual (the Securities may be redeemed
in whole or in part on any dividend pay-
ment date on or after seven years from
the issuance at the option of the Issuer
subject to the prior approval of the hold-
ers of the ordinary shares and applicable

regulatory requirements).

Perpetual (the Securities may be redeemed
in whole or in part on any dividend pay-
ment date on or after ten years from the
issuance at the option of the Issuer sub-
ject to the prior approval of the holders of
the ordinary shares and applicable regula-

tory requirements).

4. Dividend Rate

Floating Rate
(Non Step-up)

<lst year - 10th year >
Fixed Rate
<Thereafter>

Step-up Floating Rate

<Ist year - 10th year >
Fixed Rate
<Thereafter>

Step-up Floating Rate

5. Issue Amount

¥83 billion

¥50 billion

¥50 billion

6. Issue Date

March 26, 1999

December 7, 2005

March 2, 2007

7. Outline of
Dividend Payment

Dividends are payable by the Issuer in
the presence of distributable amount of
the Bank in conformity with the calcula-
tion of preferred shares of the bank.

If the Bank pays any dividends on any of
its common stock with respect to any
financial year of the Bank, then the Issuer
will be required to pay full dividends on

the Securities for the applicable year.

Same as on the left

Same as on the left

8. Dividend Limitation

Dividends will not be paid if any of certain
criteria have met. The criteria include the
following:

When the Bank did not pay dividend on
any class of preferred shares.

When the Bank’s BIS capital adequacy
ratio or Tier I capital ratio is to decline
below the minimum percentages required

by Japanese banking regulations.

Same as on the left

Same as on the left

9. Rights to the
Remaining Assets

The Securities are intended to provide
holders, through the perpetual subordi-
nated loan to the Bank, with rights to
remaining assets that are the same as
those to which holders would be entitled
if they had purchased noncumulative
nonvoting perpetual preferred stock

issued directly by the Bank.

Same as on the left

Same as on the left

Sumitomo Trust and Banking 2008 Annual Report
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Financial Section | Consolidated Balance Sheets
The Sumitomo Trust and Banking Company, Limited at March 31, 2008 and 2007

Millions of
Millions of Yen U.S. Dollars
(Note 1)
2008 2007 2008

Assets:

Cash and Due from Banks (Notes 2 and 26) «:eeeeeeseeseiiiiinininiiiiiiiiiiiiiii ¥ 891,560 ¥ 789,472 $ 8,899

Call Loans and Bills Bought 140,780 299,623 1,405

Receivables under Securities Borrowing Transactions - 152,240 — 1,520

Monetary Claims Bought (Note 2) 581,167 753,314 5,801

Trading Assets (Notes 2, 4 and 11) --- 1,078,192 608,887 10,761

Money Held in Trust (Notes 2 and 5) - 17,533 20,031 175

Securities (Notes 2, 6 and 11) «-eeeeveeeeenn - 4,602,451 5,265,243 45,937

Loans and Bills Discounted (Notes 7 and 11) «oeeeeeeeereeniiiiiinininiiniiiiiiiiiiiiiiii 10,746,228 10,487,237 107,258

Foreign Exchanges - eeeeeeeneeincncniiiiins . 7,946 6,618 79

Derivatives Other than for Trading-Assets (NOte 8) «:eveseeeustuerieuiiieiiiiiiiiiiiiiiii e 1,802,243 _— 17,988

Other Assets (Notes 2, 8 and 11) «eeeeeeeeee 1,414,171 2,077,233 14,115

Tangible Fixed Assets (Notes 2 and 9) 132,743 131,120 1,325

Intangible Fixed Assets (Notes 2 and 10) 148,241 134,619 1,480

Deferred Tax Assets (Notes 3 and 33) 83,050 26,187 829

Customers’ Liabilities for Acceptances and Guarantees (Note 17) 488,865 516,865 4,879

Allowance for Loan Losses (Note 2) (106,683) (106,671) (1,065)

Allowance for Investment Loss (Note 2) — (6,718) —

Total Assets (Note 34) ¥ 22,180,734 ¥ 21,003,064 $ 221,387

Liabilities:

Diggrasias (N1 111 @il 112) cormroosmesoororommmccommssosoroncsonconnmmrmoorose 00601 RO or s 11,875,749 11,361,270 118,532

Negotiable Certificates of Deposit - 2,456,695 2,354,648 24,520

Call Money and Bills Sold 140,152 153,620 1,399

Payables under Repurchase Agreements (Note 11) 790,588 683,686 7,891

Payables under Securities Lending Transactions (Note 11) 131,957 292,166 1,317

Trading Liabilities (Notes 2 and 4) 338,217 53,682 3,376

Borrowed Money (Notes 11 and 13) 883,039 927,931 8,814

Foreign Exchanges - 0 4 0

Short-term Bonds Payable 356,754 333,959 3,561

Bonds Payable (Note 14) 598,859 549,455 5,977

Borrowed Money from Trust Account (Note 15) 747,554 1,319,548 7,461

Derivatives Other than for Trading-Liabilities (Note 16) - 1,620,494 _—— 16,174

Other Liabilities (Notes 2 and 16) - 437,776 878,955 4,369

Provision for Bonuses (Note 2) 6,272 5,752 63

Provision for Directors’ Bonuses (Note 2) 75 85 1

Provision for Retirement Benefits (Notes 2 and 31) - 9,636 10,078 96

Provision for Reimbursement of Deposits (Note 2) - 819 _— 8

Provision for Contingent Loss (Note 2) 7,806 _—— 78

Provision for Relocation Expenses (Note 2) - 2,243 — 22

Deferred Tax Liabilities (Note 33) 198 107,334 2

Deferred Tax Liabilities for Land Revaluation (Note 9) - 6,021 6,113 60

Acceptances and Guarantees (Note 17) 488,865 516,865 4,879

Total Liabilities ¥ 20,899,780 ¥ 19,555,157 $ 208,601

Net Assets:

Shareholders’ Equity: 1,013,338 959,340 10,114
Capital Stock (Notes 24 and 25) weeseeeseereeriiiiiiiii 287,537 287,517 2,870
Capital Surplus (Note 24) 242,555 242,538 2,421
Retained Earnings (Note 24) - 483,686 429,674 4,828
Treasury Stock (Notes 24 and 25) - - (441) (389) 4)

Valuation and Translation Adjustments: «--eceeereeieeemnmecinniccinnnn - 58,029 277,817 579
Valuation Difference on Available-for-Sale Securities (Notes 2 and 29) 65,958 295,213 658
Deferred Gains or Losses on Hedges (Note 2) - 1,107 (9,710) 11
Revaluation Reserve for Land (Note 9) ------ (4,306) (4,168) (43)
Foreign Currency Translation Adjustments (Note 2) (4,729) (3,517) (47)

Minority Interests 209,586 210,749 2,092

Total Net Assets ¥ 1,280,954 ¥ 1,447,907 $ 12,785

Total Liabilities and Net Assets ---- ¥ 22,180,734 ¥ 21,003,064 $ 221,387

Yen U.S. Dollars
(Note 1)
N e et P S N N e I 6 R ———————— ¥ 639.75 ¥ 738.77 $ 639

See accompanying notes.




Financial Section | Consolidated Statements of Income
The Sumitomo Trust and Banking Company, Limited for the years ended March 31, 2008 and 2007

JUBWISOAU| 1IP8I) SessIen)
Jo snjes / ebesssiy 03D

Millions of
Millions of Yen U.S. Dollars
(Note 1)
2008 2007 2008
Income:
TS T I € == e L S SN oeass ¥ 74,628 ¥ 73)226 $ 745
Interest Income: o
Tinireiest @n 1Leging arne) IDNGEEITEE cooo0m0mmeomoeeemmomeeommmeeommommeeommoseesmmeosoasemeoneaseneononaeamnonoacans 224’495 192,565 2,241 é
Tintrariest ainal IDfclEndls @ SEaiififiEs 0oo0000000000000000000000600000006600050560000CE0AEAEACIONEAITIOBAECATAC 155,468 127,848 1,552 g
Other Interest Income (Note 19) .................................................................................. 25,689 24,127 256 %
405,653 344,541 4,049 g
[Faes ainel (ComimiSSEING cooomooecanon00eomm0a0060mm0900600005066ea0000EAEAEINIEAEAEIIEEACANDNEOEERNBICOEANNEOOAANCO500AEA000D 131,132 134’250 1,309
Trading Income (INOte 20) «oseeereerrreremmtemitintitiet e 16,288 8,311 163
Other Ordinary Income (Note 21) - 418,847 261,632 4,181
Other Income (Note 22) 60,547 36,618 604
Total Income (Note 34) ................................................................................................... ¥ 1,107,099 ¥ 858,580 $ 11,050
Expenses: o
Interest Expenses: %
Interest on Deposits 136,129 113,421 1,359 3
Interest on Borrowings and RediSCounts -+ wseserserssersseiiniinimsiicinsciisiicnne, 12,615 6,904 126 g
Other Interest Expenses (INOLE 19) eerverermsusmmnisniiiiiiisiiniiiie s 95,158 64,129 950 é?
243,903 184,455 2,434 g
Fees and Commissions Paymcnts ...................................................................................... 28,829 30,498 288
Trading Expenses (Note 20) ............................................................................................. 2,885 166 29
Other Ordinary Expenses (INOTE 21) weerereernreeenriniieeit ittt 364,225 222,739 3,635
General and Administrative Expenses (Note 23) ............................................................... 202,939 183,334 2,026
Other Expenses (Note 22) - 118,044 69,606 1,178 N
Total Expenses (Note 34) ................................................................................................. ¥ 960,827 ¥ 690,801 $ 9,590 g
Income before Income Taxes (INOte 34) «eseseseresrrresentstseseinininintintisieintststnttisieieiesssseseesene ¥ 146,271 ¥ 167,778 $ 1,460 E
Income Taxes (Note 33): C%:
(CHIHERE co0o00000000000000000000000000050500000000aOIIOICIOIIOIICIIOOITIT 73,747 59,830 736 3
IDgiEiraal coovoonsoososssoscssssascssanooumonnmmm0aB0600666aGEEEEEERUCOI00BEIT0C0AERAEEIANEEICCO00BO00E00BCAEEAREAIITTEIC000 (14,920) (1,086) (149) i
Minority Interests in INCome e veoereermeeniiniiii e ¥ 5,098 ¥ 5,214 $ 51 %
INEL INLCOIMIE -++--eerveereermeesneensesntessenstessasnsesseenstensesssessesssessesnsesntenseessesstessesnsesntensenstesssessesnsenn ¥ 82,344 ¥ 103,820 $ 822 =
?
Yen U.S. Dollars
(Note 1)
Net Income per Share (NOte 36) «wrsevrserrssemmsimmismmmimmiiimisiisiniiissisnsesssvsenes ¥ 49.17 ¥ 62.05 $  0.49 ér!
Net Income per Share (fully-diluted) (NOte 36) «-+ssssseserrrrreesmessssnmssssssssssssesssssnssssssee 49.17 62.04 0.49 ] §

See accompanying notes.
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Financial Section

The Sumitomo Trust and Banking Company, Limited for the years ended March 31, 2008 and 2007

Consolidated Statements of Changes in Net Assets

Number of Shares Millions of Yen
(Note 25)
Shareholders’” Equity
chmni(on —_
toc . . . ota
e QUG Gl R Ty gl
quity
Balance at March 31, 2006 ----veeeeeeereesssssssssssessssssmmmmmmmssssssssseseessssssssssssssssssssssnnes 1,672,892 ¥ 287,283 ¥ 240,703 ¥ 349,751 ¥ (251) ¥ 877,487
Changes of Items during the Period:
ISSU A N CeIO LN CWA S D AT S ——————————————————— 2,141 233 1,832 2,066
Dividends from Surplus — (24,256) (24,256)
Bonuses to Directors -- (70) (70)
Net Income «eeeeeeermnneeeeennn 103,820 103,820
Purchase of Treasury Stock (145) (145)
Disposal of Treasury Stock -+ 2 — 6 9
Reversal of Revaluation Reserve for Land 429 429
Decrease in Reserve for Overseas Investment Loss «-- 0 0
Net Changes of Items Other than Shareholders’ Equity
Total Changes of Items during the Period 2,141 ¥ 233 ¥ 1,835 ¥ 79,922 ¥ (138) ¥ 81,853
Balance at March 31, 2007 1,675,034 ¥ 287,517 ¥ 242,538 ¥ 429,674 ¥ (389) ¥ 959,340
Changes of Items during the Period:
Issuance of New Shares «««eeeeeeeeereeemmeiiimiiiiiiiiiiiiiiieiiieiiieiieeiieeieeeieeeeeeeeeeeesseesseeeeee. 94 19 19 39
Dividends from Surplus = (28,468) (28,468)
Net Income «eereeeereeeeenee 82,344 82,344
Purchase of Treasury Stock (81) (81)
Disposal of Treasury Stock - ) — 30 27
Reversal of Revaluation Reserve for Land - 136 136
Increase in Reserve for Overseas Investment Loss (0) (0)
Net Changes of Items Other than Shareholders’ Equity
Total Changes of Items during the Period 94 ¥ 19 ¥ 16 ¥ 54,012 ¥ (51) ¥ 53,997
Balance at March 31, 2008 1,675,128 ¥ 287,537 ¥ 242,555 ¥ 483,686 ¥ (441) ¥1,013,338
Millions of U.S. Dollars (Note 1)
Shareholders” Equity
Capital Capital Retained ~ Treasury Tzl >
Stock Surplus Earnings Stock Sha]::ehqlders
quity
AT e A LV AT C Y B I O 0 TR $ 2,870 $ 2,421 $ 428 $ (4 $ 9,575
Changes of Items during the Period:
Issuance of New Shares 0 0 0
Dividends from Surplus — (284) (284)
Net Income 822 822
DTG SO e Ty O —————————— o) )
Disposal of Treasury Stock (0) — 0 0
Reversal of Revaluation Reserve for Land - 1 1
Decrease in Reserve for Overseas Investment Loss (0) (0)
Net Changes of Items Other than Sharcholders’ Equity -
Total Changes of Items during the Period - $ 0 $ 0 $ 539 $ (1 $ 539
Balance at March 31, 2008 $ 2,870 $ 2,421 $ 4,828 $ (4 $ 10,114

See accompanying notes.
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Millions of Yen
Valuation and Translation Adjustments
Valuation Deferred . Foreign Total inori Tol
Difference on Gains Il{lee‘;::lrl\lrzt;z? Curregcy Valuation and 1}’2:1;;1;}5’ AI;I 15
Available—‘fqr—Sale or Losses Land Translation Tr_anslation S
Securities on Hedges Adjustment  Adjustments
¥ 248,116 ¥ _— ¥ (3,740) ¥ (3,871) ¥ 240,504 ¥ 159,085 ¥ 1,277,076
2,066
(24,256)
(70)
103,820
(145)
9
429
0
47,096 (9,710) (427) 354 37,312 51,663 88,976
¥ 47,096 ¥ (9,710) ¥ (427) ¥ 354 ¥ 37312 ¥ 51,663 ¥ 170,830
¥ 295,213 ¥ (9,710) ¥ (4,168) ¥ (3,517) ¥ 277,817 ¥ 210,749 ¥ 1,447,907
39
(28,468)
82,344
(81)
27
136
(0)
(229,254) 10,817 (137) (1,212) (219,787) (1,163) (220,950)
¥ (229,254) ¥ 10,817 ¥ (137) ¥ (1,212) ¥ (219,787) ¥ (1,163) ¥ (166,952)
¥ 65,958 ¥ 1,107 ¥ (4,306) ¥ (4,729) ¥ 58,029 ¥ 209,586 ¥ 1,280,954
Millions of U.S. Dollars (Note 1)
Valuation and Translation Adjustments
i . . Total
Difisencron Gaine. Realuadon  J0RED ) T d Net
Avajlable—‘fc.n—Sale or Losses S]f;,,i[ or Tre_mslation Tr:qnslation Assets
Securities on Hedges Adjustment  Adjustments
$ 2,947 $ (97) $ (42) $ (35 $ 2,773 $ 2,103 $ 14,452
0
(284)
822
(1)
0
1
(0)
(2,288) 108 (1) (12) (2,194) (12) (2,205)
$ (2288 $ 108 $ (1 $ (12) $ (2199 $ (12) $ (1,666)
$ 658 $ 11 $ (43) $ 47) $ 579 $ 2,092 $ 12,785
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Financial Section | Consolidated Statements of Cash Flows
The Sumitomo Trust and Banking Company, Limited for the years ended March 31, 2008 and 2007

Millions of
Millions of Yen U.S. Dollars
(Note 1)
2008 2007 2008
Net Cash Provided by (Used in) Operating Activities:
Income before Income Taxes - ¥ 146,271 ¥ 167,778 $ 1,460
Depreciation «:--eeeeeeseseeeesennnces 15,313 14,071 153
Losses on Impairment of Fixed Assets - 170 7,088 2
Amortization of Goodwill «+-e-veeeeereenne 8,238 6,171 82
Equity in Losses (Earnings) of Affiliates ---- 2,702 (5,861) 27
Increase (Decrease) in Allowance for Loan Losses - (503) 29,259 (5)
Increase (Decrease) in Allowance for Investment Loss - (6,718) 6,718 (67)
Increase (Decrease) in Provision for Bonuses «-«-eeeeeeee 275 (81) 3
Increase (Decrease) in Provision for Directors’ Bonuses (10) 85 (0)
Increase (Decrease) in Provision for Retirement Benefits (522) (635) (5)
Increase (Decrease) in Provision for Reimbursement of Deposits 819 — 8
Increase (Decrease) in Provision for Contingent Loss 7,806 — 78
Increase (Decrease) in Provision for Relocation Expenses 2,243 — 22
Gain on Fund Management (405,653) (344,541) (4,049)
Financing Expenses 243,903 184,455 2,434
Loss (Gain) Related to Securities 3,666 (3,495) 37
Loss (Gain) on Money Held in Trust - 2,378 (680) 24
Foreign Exchange Losses (Gains) - 92,386 (84,777) 922
Loss (Gain) on Disposal of Fixed Assets - 1,378 (1,754) 14
Net Decrease (Increase) in Trading Assets - (469,305) (173,842) (4,684)
Net Increase (Decrease) in Trading Liabilities --- 284,535 (16,179) 2,840
Net Decrease (Increase) in Loans and Bills Discounted (156,667) (257,487) (1,564)
Net Increase (Decrease) in Deposit -«eeeeeeseeeeeeenecicininnne 518,377 997,277 5,174
Net Increase (Decrease) in Negotiable Certificates of Deposit - 102,046 (54,008) 1,019
Net Increase (Decrease) in Borrowed Money excluding Subordinated Borrowings - (131,728) 37,130 (1,315)
Net Decrease (Increase) in Deposit (excluding Deposit Paid to Bank of Japan) (58,073) (147,239) (580)
Net Decrease (Increase) in Call Loans 333,093 75,699 3,325
Net Decrease (Increase) in Receivables under Securities Borrowing Transactions - (152,240) — (1,520)
Net Increase (Decrease) in Call Money 93,434 (815,431) 933
Net Increase (Decrease) in Payables under Securities Lending Transactions (160,208) (410,884) (1,599)
Net Decrease (Increase) in Foreign Exchange-Assets (1,327) (3,534) (13)
Net Increase (Decrease) in Foreign Exchange-Liabilities 3) 2 (0)
Net Increase (Decrease) in Short-term Bonds Payable .- 22,784 (90,454) 227
Increase (Decrease) in Straight Bonds-Issuance and Redemption - 2,150 — 21
Net Increase (Decrease) in Borrowed Money from Trust Account (571,993) (413,898) (5,709)
Proceeds from Fund Management - 410,907 336,732 4,101
Payments for Finance - (242,958) (166,196) (2,425)
Other Net -+ 5,100 (37,586) 51
Sub Total - ¥ (57,930) ¥ (1,166,098) $ (578)
Income Taxes Paid - (95,829) (8,396) (956)
Net Cash Provided by (Used in) Operating Activities ¥  (153,759) ¥ (1,174,494) $  (1,535)
Net Cash Provided by (Used in) Investment Activities:
Purchase of Securities (7,926,748) (3,532,205) (79,117)
Proceeds from Sales of Securities -+ 7,304,575 3,386,301 72,907
Proceeds from Redemption of Securities - 853,548 978,915 8,519
Increase in Money Held in Trust — (5,000) —
Decrease in Money Held in Trust - 119 417 1
Purchase of Tangible Fixed Assets (10,915) (51,725) (109)
Proceeds from Sales of Tangible Fixed Assets - 1,484 3,722 15
Purchase of Intangible Fixed Assets «:eseeseeues (13,351) (12,259) (133)
Proceeds from Sales of Intangible Fixed Assets -- 24 0 0

Purchase of Investments in Subsidiaries Resulting in Change in Scope of Consolidation (Note 26) - (24,225) (23,462) (242)

Purchase of Investments in Subsidiaries — (399) —
Net Cash Provided by (Used in) Investment Activities ¥ 184,510 ¥ 744,304 $ 1,842
Net Cash Provided by (Used in) Financing Activities:

Increase in Subordinated Borrowings 45,000 — 449

Decrease in Subordinated Borrowings - (58,500) — (584)

Proceeds from Issuance of Subordinated Bonds and Bonds with Subscription Rights to Shares .- 89,527 205,203 894

Payments for Redemption Subordinated Bonds and Bonds with Subscription Rights to Shares - (26,900) (46,800) (268)

Proceeds from Issuance of Common Stock «weesesesesrsmsieiniiiiiiiiiiiii 39 466 0

Proceeds from Stock Issuance to Minority Shareholders — 51,735 —

Cash Dividends Paid (28,522) (24,248) (285)

Cash Dividends Paid to Minority Shareholders ---- (6,031) (4,492) (60)

Purchase of Treasury Stock (81) (145) (1)

Proceeds from Sales of Treasury Stock - 27 10 0
Net Cash Provided by (Used in) Fmancmg ACthltles . ¥ 14,559 ¥ 181,729 $ 145
Effect of Exchange Rate Change on Cash and Cash Equlvalems (1,295) 250 (13)
Net Increase in Cash and Cash Equivalents ¥ 44,014 ¥ (248,209) $ 439
Cash and Cash Equivalents at Beginning of Year - 443,240 691,450 4,424
Cash and Cash Equivalents at End of Year (Note 26) ¥ 487,255 ¥ 443,240 $ 4,863

See accompanying notes.




Financial Section

1. Basis of Presenting Financial Statements

The accompanying translated consolidated financial statements
have been compiled from the audited consolidated financial state-
ments that are prepared for Japanese domestic purposes in accor-
dance with the Financial Instruments and Exchange Law of Japan
(the “FIEL”), the Banking Law of Japan and accounting principles
and practices generally accepted in Japan (“Japanese GAAP”).
Certain Japanese GAAP are partly different from International
Financial Reporting Standards in terms of application and disclo-
sure requirements.

The accounts of the Bank’s overseas subsidiaries are based on
their accounting records maintained in conformity with generally
accepted accounting principles prevailing in the respective coun-
tries of domicile.

The accompanying consolidated financial statements have
been restructured and translated into English (with some modifica-
tions and expanded descriptions for facilitation of understanding
by readers outside Japan) from the consolidated financial state-
ments in accordance with Japanese GAAP and filed with appropri-
ate Local Finance Bureau of the Ministry of Finance as required by
the FIEL. Some supplementary information included in the statu-
tory Japanese language consolidated financial statements, but not
required for fair presentation, is not presented in the accompany-
ing financial statements.

The Bank, a Japanese corporation, maintains its records and
prepares its financial statements in Japanese yen. The accompany-
ing U.S. dollar financial statements have been translated from yen-
base financial statements for convenience, and only as a matter of
arithmetical computation, at the rate of 100.19 yen to 1.00 U.S.
dollar, the exchange rate prevailing at March 31, 2008. The trans-
lations would not be construed as representations that the Japanese
yen amounts have been, could have been, or could in the future be,
converted into U.S. dollars at this or any other rate of exchange.

In accordance with the FIEL, amounts of less than one mil-
lion yen have been omitted. As a result, the totals in yen, and
accordingly in U.S. dollars, shown in the consolidated financial
statements do not necessarily agree with the sum of the individual
amounts.

Certain amounts in prior year have been reclassified to the

current presentation.

2. Significant Accounting Policies and Practices
(@) Consolidation

The consolidated financial statements include the accounts of
the Bank and its significant subsidiaries, which are substantially

controlled by the Bank through the majority of voting rights or

Notes to Consolidated Financial Statements

through the existence of certain conditions evidencing control of
the decision-making of such subsidiaries by the Bank. Of the 34
consolidated subsidiaries for the year ended March 31, 2007, the
major subsidiaries include First Credit Corporation, Sumishin
Matsushita Financial Services Co., Ltd., The Sumitomo Trust
Finance (H.K.) Limited, Sumitomo Trust and Banking Co.
(U.S.A), and STB Leasing Co., Ltd. And of the 36 consolidated
subsidiaries for the year ended March 31, 2008, the major sub-
sidiary joined from the previous year is Life Housing Loan Co., Ltd.

All significant intercompany balances, transactions and profits
are eliminated in consolidation process.

Investments in affiliates, of which the Bank has ability to exer-
cise significant influence on operating and financial policies, are
accounted for by the equity method. The numbers of affiliates to
which equity method applies are 7 in total, including Japan
Trustee Services Bank, Ltd., as of March 31, 2008 and 2007.

(b) Trading Account Activities

Trading account activities are conducted for short-term prof-
it-taking by market-making and sales arbitrages. Trading assets
and liabilities include securities, commercial paper, and financial
derivatives.

The mark-to-market accounting method is adopted for such
financial instruments, all of which are stated at fair values as
“Trading Assets” or “Trading Liabilities” in the consolidated bal-
ance sheets.

Gains and losses realized on disposal and fluctuations of the
fair value are recognized as gains or losses in the period of the
changes. Fair values are determined by quoted market prices for
certain products which are traded on market or by internal models
for other products including Over-the-Counter (OTC) financial
derivatives.

(c) Evaluation for Securities

Under the accounting standard for financial instruments, the
Bank is required to explicitly determine the objectives of holding
each security and classify them into (1) securities held for trading
purposes (hereinafter trading securities), (2) debt securities intend-
ed to be held to maturity (hereinafter held-to-maturity debt securi-
ties), (3) equity securities issued by subsidiaries and affiliated
companies, or (4) all other securities that are not classified in any
of the above categories (hereinafter available-for-sale securities).

Held-to-maturity debt securities are carried at amortized cost,
using the moving average method. Equity securities issued by sub-
sidiaries and affiliated companies that are neither consolidated nor
accounted for using the equity method are stated at moving aver-
age cost. Japanese stocks classified as available-for-sale securities

with fair value are revaluated at the average market price of the
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final month in the fiscal year. Available-for-sale securities other
than Japanese stocks with fair value are revaluated at the balance
sheet date. Available-for-sale securities with no available fair value
are carried at cost or amortized cost using the moving average
method. Valuation difference on available-for-sale securities is
recorded as a separate component of Net assets and reported in the
consolidated balance sheets.

Significant declines in the fair value of securities are charged
to the statements of income if the declines are not deemed to be
other than temporary.

Securities invested in money held in trust, which is solely
entrusted by the Bank for security trading purpose, are revalued at
the fair value.

A part of overseas asset backed securities whose fair value
had not been available, has been valued at fair value as they
become obtainable and verifiable from March 31, 2008, thus has
become subject to recording Valuation difference in Net assets and
Devaluation losses using fair values. As a result, Securities and
Valuation difference on available-for-sale securities decreased by
4,032 million yen and 2,394 million yen, respectively, deferred tax
assets increased by 1,637 million yen, and Income before income
taxes both decreased by 14,597 million yen.

(d) Derivatives other than Trading Purposes

Derivatives other than trading purposes are valued on the
assumption that they are settled at the balance sheet date (the
mark-to-market accounting method).

(e) Depreciation for Tangible Fixed Assets

Tangible fixed assets except buildings acquired on and after
April 1, 1998 are depreciated using the declining-balance method
over the following estimated useful lives. Buildings acquired after
April 1, 1998 are depreciated using the straight-line method over
the following estimated useful lives.

Buildings: 3 to 60 years
Equipment: 2 to 20 years

Tangible fixed asset of subsidiaries are depreciated mainly
using the declining-balance method over the estimated useful lives.

From the fiscal year ended March 31, 2008, in accordance
with the taxation reform for the fiscal year 2007, Tangible fixed
assets acquired on and after April 1, 2007 are depreciated using a
method under the revised corporate tax law. This change did not
materially impact on the consolidated financial statements.

From the fiscal year ended March 31, 2008, regarding
Tangible fixed assets acquired on and before March 31, 2007, the
remaining 5% of the purchase price would be depreciated to 1 yen
using the straight-line method over 5 years starting from the fol-

lowing fiscal year after such Tangible fixed assets reached allowed

limit for depreciation. This change did not materially impact on
the consolidated financial statements.
() Depreciation for Intangible Fixed Assets

Intangible fixed assets are depreciated primarily using the
straight-line method. Expenses related to software for internal use
are capitalized in “Intangible Fixed Assets” and amortized over the
estimated useful lives, generally 5 years.

(9) Allowance for Loan Losses

As for the Bank, Allowance for loan losses is provided as
detailed below, pursuant to the internal rules for self-assessment of
assets’ quality (hereinafter Self-Assessment Rules) and the internal
rules regarding Allowance for loan losses.

For claims to debtors who are legally bankrupt (due to bank-
ruptcy, subject to the Japanese Civil Rehabilitation Law, suspension
of transactions with banks by the rules of clearinghouses, etc.) or vir-
tually bankrupt, the specific allowance is provided based on the
amount of claims, after deduction of the amount expected to be col-
lected through the disposal of collateral or execution of guarantees.

For claims to debtors who are likely to become bankrupt, the
specific allowance is provided for the amount considered to be nec-
essary based on an overall solvency assessment, after deduction of
the amount expected to be collected through the disposal of collat-
eral or execution of guarantees.

For claims to debtors with more than certain amount of the
Bank’s claims to debtors, 1) who are likely to become bankrupt, 2)
to whom the Bank has Restructured loans (See following Note 7),
or 3) whom the Bank classifies as special mention debtors other
than substandard ones meeting certain credit criteria, where future
cash flows from capital collection and interest receipt could be rea-
sonably estimated, allowance is provided for the difference between
the present value of expected future cash flows discounted at the
original contracted interest rate before relaxing to support and the
current book value of the claims.

For claims that are classified to the categories other than
above, the general allowance is provided based on the historical
loss-ratio.

For the fiscal year ended March 31, 2007, the allowance for
loans to borrowers in specific foreign countries is provided based
on expected losses due to the political and economic situation of
these countries.

All claims are assessed by branches and the Global Credit
Supervision Department based on the Self-Assessment Rules. The
Corporate Risk Management Department, which is independent
from the branches and the department, subsequently conducts the
audits of their assessments, and the allowance is adjusted to reflect

the audit results.
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As for the consolidated subsidiaries, Allowance for loan losses
is provided for general claims based on the historical loss-ratio, and
Allowance for loan losses is provided individually for certain claims
based on the amount expected to be uncollectible.

(h) Allowance for Investment Loss

For the fiscal year ended March 31, 2007, Allowance for
investment loss is provided for the possible losses on securities,
which are estimated based on the financial conditions of issuers.

(i) Provision for Bonuses

Provision for bonuses is provided for the estimated employees’
bonuses attributable to each fiscal year.
(j) Provision for Directors’ Bonuses

Provision for directors’ bonuses is provided for the estimated
directors’ bonuses attributable to each fiscal year.
(k) Provision for Retirement Benefits

Provision for retirement benefits is provided based on the pro-
jected benefit obligation and the fair value of the plan assets at the
respective balance sheet date.

Prior service cost is recognized in income or expenses using
the straight-line method over the average expected remaining serv-
ice years (mainly 10 years). Actuarial gains and losses are recog-
nized in income or expenses using the straight-line method over
the average expected remaining service years (mainly 10 years).

(I) Provision for Reimbursement of Deposits

For the fiscal year ended March 31, 2008, Provision for reim-
bursement of deposits is provided for the deposits which are no
longer accounted as deposit under certain conditions against the esti-
mated future reimbursement requested by customers calculated
based on the past reimbursement record. Deposits which had not
been formerly recognized as liabilities were booked as expense when
they were reimbursed. This provision was introduced by the new
accounting treatment made possible by the JICPA Auditing and
Assurance Practice Committee report No.42. As a result of this
adoption, Income before income taxes decreased by 819 million yen.
(m) Provision for Contingent Loss

For the fiscal year ended March 31, 2008, Provision for con-
tingent loss is provided for possible contingent loss on trust trans-
actions based on individually estimated expected losses. This
provision, formerly included in “Allowance for Loan Losses” with
the amount of 2,888 million yen, is presented as a separate item in
the consolidated balance sheets from March 31, 2008 due to
increase in its materiality.

(n) Provision for Relocation Expenses

For the fiscal year ended March 31, 2008, Provision for reloca-

tion expenses is provided for the reasonably estimated cost for inte-

grating and jointly developing office buildings in Tokyo district.

Notes to Consolidated Financial Statements

(0) Foreign Currency Translation

Assets and liabilities denominated in foreign currencies are
primarily translated into yen at the exchange rate at each of the
consolidated balance sheet date. Foreign exchange trading posi-
tions, including spot, forward, futures and options, are valued at
estimated prevailing market rates.

Assets and liabilities of consolidated overseas subsidiaries are
translated into yen at the exchange rate at the end of each fiscal
year except for Net assets accounts and Sharcholders’ equity
accounts in each fiscal years ended March 2008 and 2007, which
are translated at the historical rates.

(p) Accounting for Leases

As for the Bank and its domestic consolidated subsidiaries,
finance leases, whereby the ownership of the property was not
deemed to be transferred to the lessee, are accounted for by the
same accounting treatment used in the operating leases.

(9) Hedge Accounting

The Bank manages interest rate risk arising from various assets
and liabilities, such as Loans, Bills discounted, Deposits, etc., by
using financial derivatives transactions and applies deferred hedge
accounting regulated by “Treatment for Accounting and Auditing
of Application of Accounting Standard for Financial Instruments
in Banking Industry” (the JICPA Industry Auditing Committee
Report No.24, hereafter “Report No. 24”). In hedging activities to
offset changes in the fair value of Deposits, Loans, etc., as hedged
items, the Bank designates hedged items and interest rate swaps
etc. as hedging transactions by grouping them by their maturities.
As for cash-flow-hedge, the effectiveness of the hedge is assessed by
confirming the correlation between the volatility factor of interest
rate for hedged items and for hedging transactions.

In accordance with “Temporary Treatment for Accounting
and Auditing concerning Application of Accounting Standard for
Financial Instruments in Banking Industry” (the JICPA Industry
Auditing Committee Report No.15), the bank had adopted “Macro
Hedge Accounting” to account for certain interest related deriva-
tives, which were utilized to manage interest rate exposure of certain
changes of transactions such as loans and deposits. Deferred hedge
income (losses) resulted from “Macro Hedge Accounting” are
amortized over the remaining period for each hedging transaction.

At March 31, 2008, Deferred hedge losses and income (before
net of taxes) resulted from “Macro Hedge Accounting” were 28,797
million yen and 27,734 million yen, respectively. At March 31,
2007, Deferred hedge losses and income resulted from the same
were 52,131 million yen and 51,101 million yen, respectively.

The Bank manages foreign exchange risk arising from various

assets and liabilities denominated in foreign currencies by using
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financial derivative transactions and applies deferred hedge account-
ing in accordance with “Treatment for Accounting and Auditing of
Application of Accounting Standard for Foreign Currency
Transactions in Banking Industry” (the JICPA Industry Auditing
Committee Report No. 25, hereafter “Report No. 25”). The Bank
designates specific currency swaps and foreign exchange swaps made
to mitigate foreign exchange risks arising from monetary claims and
debts denominated in foreign currencies as hedging transactions.

The effectiveness of the hedge is assessed by confirming that
the monetary claims and debts denominated in foreign currency as
hedged items exceed the position of those hedging transactions.

The Bank also applies fair value hedge to mitigate foreign cur-
rency exchange rate exposure in available-for-sale securities denomi-
nated in foreign currencies (other than bonds) as “Portfolio Hedges”
when hedged foreign currency securities are specified in advance to
the inception of the transactions and spot liabilities and forward lia-
bilities exist on a foreign currency basis that exceed acquisition costs
of the foreign currency securities designated as hedged items.

Gains and losses arisen from hedging instruments such as inter-
est rate swaps and cross currency swaps among consolidated sub-
sidiaries and between the trading account and other accounts are
either accounted as income, losses or deferred as asset, liability or net
asset and are not eliminated. This treatment is allowed by the Report
No. 24 and 25, under which the Bank operated strictly and non-
arbitrarily in conformity with the standard equivalent to the third-
party cover transactions that are required for hedge qualification.

The Bank also applies the individual deferred hedge account-
ing to specific assets and liabilities.

Consolidated subsidiaries apply the individual deferred hedge
accounting, the individual fair value hedge accounting and the
accrual-basis hedge accounting on interest rate swaps.

(r) National and Local Consumption Taxes

National and local consumption taxes of the Bank and consoli-
dated subsidiaries were accounted for using the tax-exclusion method.
However, consumption taxes not eligible for deduction such as those

with purchasing properties are charged to expenses as incurred.

(s) Evaluation for Assets and Liabilities of the
Consolidated Subsidiaries
In the elimination of investments to the subsidiaries at consol-
idation process, the assets and liabilities of the subsidiaries includ-
ing the portion attributable to minority shareholders, are recorded
based on the fair value at the time the Bank acquired control of the
respective subsidiaries.
(t) Amortization of Goodwill
The difference between the Bank and its subsidiaries’ invest-
ments in affiliates and their share of the underlying net assets of
the investees at the date of acquisition is recorded as goodwill.
Goodwill is amortized within 20 years, reasonably determining its
duration case by case. However, it is expensed as incurred during
the each fiscal year if deemed immaterial.
(u) Scope of Cash and Cash Equivalents in the
Consolidated Statement of Cash Flows
In preparing the consolidated statement of cash flows, cash
and due from Bank of Japan in the case of the Bank, and cash and
due from banks in the case of the consolidated subsidiaries, are

considered to be “Cash and Cash Equivalents.”

3. Changes in Significant Accounting Policies and
Practices Applied from the Fiscal Year 2007
(@) Accounting Standards for Financial Instruments
As the revision took effect to the scope of securities stipulated
in the “Accounting Standards for Financial Instruments” (the
ASB] Statement No.10, revised on June 15, 2007) and the
“Practical Guidelines for Financial Instruments Accounting” (the
JICPA Accounting System Committee Report No.14, revised on
July 4, 2007), the Bank has adopted such revisions from the fiscal
year ended March 31, 2008.
(b) Practical Guidelines for Deferred Tax Accounting in
Consolidated Financial Statements
From the fiscal year ended March 31, 2008, the Bank has
started to adopt Paragraph 30-2 of the “Practical Guidelines for
Deferred Tax Accounting in Consolidated Financial Statements”
(the JICPA Accounting System Committee Report No.6, March
29, 2007) to tax effects of sales of investments such as shares of
subsidiaries to the group companies. As a result, Net income for
the fiscal year ended March 31, 2008 decreased by 4,134 million

yen compared with the former method.
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4. Trading Assets and Trading Liabilities
(a) Trading assets at March 31, 2008 and 2007 consisted of the following:

Millions of
Millions of Yen U.S. Dollars
(Note 1)
2008 2007 2008
Trading Aeasmnt SeauEiiEs coccosesossesmoonnecao6000005000000000060009006AEIIIEEEANINICEACIITIBAAIICICATIATCAAATD ¥ 6,640 ¥ 4,175 $ 66
Derivatives of Trading SECUFIties -+ serc-rsessseeeeeeressssssrevesussssssemimsssisesssissssassessssessssesssenes _ 4 —
Derivatives of Securities Related to Trading Transactions «-::«steseseeeesseeusiciciniiciiincicnnines 65 — 1
Trading-Related Financial Derivatives 458,616 74,418 4,577
Other Trading ASIES 000000000000000600000006300ICOEANIDICAAATOEGACIBOCICABICICIOABIVOAITICICAAATIVICAAATIOIAILITOCA 612,870 530,288 6,117
T ¥ 1,078,192 ¥ 608,887 $ 10,761
(b) Trading liabilities at March 31, 2008 and 2007 consisted of the following:
Millions of
Millions of Yen U.S. Dollars
(Note 1)
2008 2007 2008
D C T e UV TD T T T Cus AR — ¥ 51 Yy $ 1
Derivatives of Securities Related to Trading Transactions «:--eseseoeoeeueeeesininiicciinines 308 47 3
Trading—Related JEingineall IDEERAITIES  co000000m00000mm000000000066000560600000000080050006800006AG300DIROAE0OCACD 337,858 53,634 3,372
T S ¥ 338,217 ¥ 53,682 $3,376
5. Money Held in Trust
Money held in trust at March 31, 2008 and 2007 consisted of the following:
Millions of Yen
2008 2007
Book Value Reﬂected&ﬂiﬁéosligﬁzigc& Income Book Value Reﬂected\gﬂutitéosnta?;rfrffeftnscgf Income
Money Held in Trust for Trading Purpose - ¥ 15,533 ¥ (59) ¥ 18,031 ¥ 460
Money Held in Trust
being Held to Maturity - ----sssseeeereeeessnns _ _ _ _
Other Money Held in Trust - 2,000 — 2,000 —
el coooooosnoososssnoosscsacossonsacononosacononcasmonc0ac ¥ 17,533 ¥ (59) ¥ 20,031 ¥ 460
6. Securities
Securities held at March 31, 2008 and 2007 consisted of the following:
Millions of
Millions of Yen U.S. Dollars
(Note 1)
2008 2007 2008
C O ETRIIERGE TEIREL coomoremommmommm0mmmmamumememmmammasaasaeamomaaaaaaRaaaosaaasaaaaaRasaNOsaaEaIaIaa0O0aUa0a000 ¥ 1,088,849 ¥ 1,123,681 $ 10,868
Lol Covemamnaic Bk soconmmoommmsmmemonmmmmmumemiiomaommsmoimomionsaieueomoousaooomimomaossio 25,723 61,984 257
COrPOrate BOMAS «rsserisesiirissisisiiiiiiin it 533,180 710,010 5,322
Siza@aks coocoooscao0006000000060000090650AEEIEOCENTIICECABTTICEEABIOTTEAEICITICACICITICACITITIEICIIIICACABIIICAGABITICAAATIOCACIOIT 769,373 1,100,436 7,679
Ot SEEEHEs commsomomrmommomms0mmmmemommmemms0mmaeaIeRR eI aaaRORaaAORaROsa AR 2,185,325 2,269,131 21,812
O TR LI ——— ¥ 4,602,451 ¥ 5,265,243 $ 45,937
Stocks included investments in unconsolidated subsidiaries  respectively.
and affiliates amounted 30,190 million yen and 27,763 million Other securities included foreign securities amounted 2,073,256

yen, and investment in capital of partnership amounted 17,176 million yen and 1,926,248 million yen at March 31, 2008 and 2007,
million yen and 11,613 million yen at March 31, 2008 and 2007,  respectively.
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7. Loans and Bills Discounted

Loans and bills discounted at March 31, 2008 and 2007 consisted of the following:

Millions of
Millions of Yen U.S. Dollars

(Notel)

2008 2007 2008

¥ 5,089 ¥ 8,165 $ 51
283,731 368,852 2,832
8,812,392 8,701,868 87,957
1,645,014 1,408,350 16,419
¥ 10,746,228 ¥ 10,487,237 $ 107,258

Under the Bank’s Self-Assessment Rules, the Bank classified
loans as “Delinquent Loans” if borrowers were virtually bankrupt
or potentially bankrupt. For claims to debtors who are legally
bankrupt or virtually bankrupt with collateral or guarantees, the
expected uncollectible amount, net of amounts expected to be col-
lected through the disposal of collateral or through the execution
of guarantees, are deducted directly out of the original amount of

claims. The deducted amounts were 32,227 million yen and

31,963 million yen in the fiscal years ended March 31, 2008 and
2007, respectively.

The Bank treats Bills discounted as financial transaction,
which are regulated by the JICPA Industry Auditing Committee
Report No.24. The Bank holds the right to sell or pledge such bills
discounted at its discretion and the total face value of these bills
amounted to 5,089 million yen and 8,165 million yen at March
31, 2008 and 2007, respectively.

Loans and bills discounted at March 31, 2008 and 2007 included the followings:

Millions of
Millions of Yen U.S. Dollars

(Notel)

2008 2007 2008
Loans in Bankruptcy Proceedings «+:- e e eesesssnniiiiiiiii e ¥ 1,126 ¥ 2,534 $ 11
Other Delinquent Loans .......c.cccooiiiiiiiiiiiiiiiiiiiiiieieceietet et 56,110 93,132 560
FoansimoreithanihrecciN 0Nt NS PR as Dl C e e sss e e aes 4 2 0
IR EsTREEae] JUGRMG oc0000000e0m6eese0m0000900090000000006666655005a00090009000000000EAREEEREaRI0000000900000000EEAREEERETRT0000 77,668 39,596 775
@izl so009000000000000000066006550009000990TIEAAAEAAEEAAAEATTTTTIVVITICCAAAEAABEAACATITTTIVIBNICCAACCEAREAATIIITATIT0IVTICCTT ¥ 134,910 ¥ 135,266 $ 1,347

Loans in bankruptcy proceedings are non-accrual loans out-
standing (not including direct write-off portion of loans) to bor-
rowers who are legally bankrupt as defined in the Paragraph 1,
Item 3 and 4 of Article 96 of “Enforcement Ordinance for the
Corporation Tax Law” (Cabinet Order No.97, 1965).

Other delinquent loans are non-accrual loans other than 1)
loans in bankruptcy proceedings and 2) loans of which interest

payments are rescheduled in order to assist the restructuring of

borrowers.

Loans more than three months past due are loans for which
principal or interest payments are more than three months past
due from the date succeeding the due date, excluding loans classi-
fied as delinquent loans.

Restructured loans are loans whose terms have been relaxed to
support borrowers who are in financial difficulties excluding delin-

quent loans and loans more than three months past due.
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Other assets at March 31, 2008 and 2007 consisted of the following:

Millions of
Millions of Yen U.S. Dollars

(Notel)

2008 2007 2008
Domestic Exchange Settlement Account, Debit ¥ 683 ¥ 556 $ 7
Prepaid EXPenses «+wwsesserserssessessessiisiisittsst st 3,072 3,523 31
AceainEg] [IREeinE o0oo0000000000000000000000000000630009096a08900600090T0ABIAACAOBIICAVOEICININIAI0CAGATINNCOGAINNAGATLITOCD 113,531 112,079 1,133
Initial Margins @ IR nies M RE s aoocccocncosooataconanasaoononcastonacacmmnocanomo0eeaneamOeanmeannanaoonncacoTs 4,777 5,552 48
Variation Margins O [Buiiines IMIEHREHS  sococonmmooocanoosocaanoonoaanmoononaeemosmoaeasonneaconsmeaconmmo0eeanoocons 3,776 1,721 38
Derivatives Other than for Trading—Assets ........................................................................ _— 591,937 _—
Receivables for Securities TranSaCtiONS ««««+ssssseeseeererrrrrmmmuiiiisiseeseeseeererrrrmmmmmmieeeeeeseeeeeens 33,302 139,016 332
OXhEES 09900000000000006009000965690005EATEATOCATINIOICABINIOTOABSATATOBICICAVOBICINIKIBITINTAIAIICACAGATINICACATINIOICATTAOIILICT 1,255,026 1,222,845 12,526
Total --- ¥ 1,414,171 ¥ 2,077,233 $ 14,115

Others at both March 31, 2008 and 2007 included the
amount of 6,316 million yen of the provisional withholding tax
payment as the Bank received a reassessment notice from the tax
office claiming the Bank’s responsibility for collecting withholding
tax on some of its repurchase agreement transactions. After a peti-
tion, the Bank filed a lawsuit in the Tokyo District Court on
March 31, 2005, and won the case on April 17, 2007. Although

9. Tangible Fixed Assets

the defendant appealed to the Tokyo High Court on May 1, 2007,
its appeal was dismissed on March 12, 2008. It filed the final
appeal on March 26, 2008.

Derivatives other than for trading-assets at March 31, 2008 is
presented as a separate item in the consolidated balance sheets as it

exceeded 5% of the Total Assets.

Tangible fixed assets at March 31, 2008 and 2007 consisted of the following:

Millions of

Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
Buildings .......................................................................................................................... ¥ 107,070 ¥ 107)457 $ 1)069
JLarn@l ooococosssaca000060000000600000060EABEIEECENTIEEEANITICEEABTOTEEACICITIBABICITIBACITITEEACITIICAGABIBICAGABIICAAATIOEAEIOIT 86,075 86,808 859
Construction in Progress 61 478 1
Other Tangible I8l AGIEE 000000009990000000000000000663003AG009009ACANNCAATCANATAAICITITITANIVCAAACEAAAAAAAAATITIT00D 44,400 42,777 443
Sulbigeizll oocosoca0a00ca0000006000050000050000009090A00EAIANNEEEINNEOCECININACATININACATIAIOTEETACACABICICACAAIAICAOAAAATICT ¥ 237,606 ¥ 237,522 $ 2,372
Accumulated DIEPLECIAtiON +wesesesesrrressenentstittitst ettt (104,863) (106,401) (1,047)
Total Tangible [Bbr@al /ASEEIS  cooceaacenncooannnuno00nma0000066a86EaREERaEaInaaRDEI0c000EEAAERAEEEROEnT00900II0000EEAAEESS ¥ 132,743 ¥ 131,120 $ 1,325

Total tax qualified deferred gains on Tangible fixed assets,
which are allowed by the tax law, were 28,337 million yen at both
March 31, 2008 and 2007.

In accordance with the “Act on Revaluation of Land” (Law
No.34, promulgated on March 31, 1998, the “Act”), the Bank
revaluated land used for business operation as of March 31, 1999,
based on land prices of standardized premises as specified by the

Paragraph 1, Article 2 of the “Enforcement Order on Act on

Revaluation of Land,” and the land prices specified in the Article 4
of the Act after relevant adjustments. Difference between the fair
value and revalued book value of the land for business operations
subject to the Article 10 of the Act was 4,049 million yen and
7,099 million yen at March 31, 2008 and 2007, respectively.

Net unrealized losses on revaluation, after deduction of
“Deferred Tax Liabilities for Land Revaluation,” are recorded as

“Revaluation Reserve for Land” in “Net Assets.”
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10. Intangible Fixed Assets
Intangible fixed assets at March 31, 2008 and 2007 consisted of the following:

Millions of Yen U'(SI\"IEIS{I;‘“
2008 2007 2008
¥ 31,480 ¥ 28,595 $ 314
115,508 104,877 1,153
1,252 1,146 12
¥ 148,241 ¥ 134,619 $ 1,480
11. Assets Pledged
Assets pledged as collateral at March 31, 2008 and 2007 consisted of the following:
Millions of
Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
Assets Pledged as Collateral:
Trading /SIS c000000000000006000000AANEENCCENBAAAIOAAAAINOAAC0NNBAAIAINNNAGANNNCACE00NOCAGA000OCAGA000C0ABA0OCG00A000C00GI00 ¥ 343,204 ¥ 44,365 $ 3,426
SECURITIES ++estevessessesventueacsusoteosatsacssussovessorsassessossasssssssssssesasusessessoresssssssvestsesasssssaosasnsassassoves 1,118,018 1,608,556 11,159
Leaings ainal I3ills IDseeiimiiag] cocooosococammossmamoosssnsasosssneassasacansnssosnoneaseonneocmmocammnoacanomsseonsocs 267,889 272,204 2,674
Oxihar ASIHIS 00000000000000000309006000IIEEEAITIEACATITICACATICACABIICABABICICACATIOITCAAAIVTICAAIITICACABITICACATOTOCATIOTCT 37,788 65,971 377
Corresponding Liabilities of the Assets Pledged as Collateral:
DIEPOSIES ++++evsserssesssesseessesssess et 35,211 1,230 351
Payables under Repurchase Agreements 790,588 683,686 7,891
Payables under Securities Lcnding TAMGAGHIEING c0000000000090000005800000EACINNNAAATEOOGACALICARANTOCOAAANCITT 131,957 292,166 1,317
Borrowed IMOMIEY -eresereseseenes ettt 174,667 219,024 1,743
In addition to the items outlined above, at March 31, 2008, At March 31, 2007, “Securities” of 743,159 million yen and
“Securities” of 571,967 million yen and “Other Assets” of 197 mil- “Other Assets” of 172 million yen were pledged mainly as collateral
lion yen were pledged mainly as collateral in substitution for settde-  in substitution for settlement of cash or margin of future markets.
ment of cash or margin of future markets. “Other Assets” included ~ “Other Assets” included margin of future markets of 5,552 million

margin of future markets of 4,777 million yen, security deposits of  yen, security deposits of 17,036 million yen and cash collateral for

16,786 million yen and cash collateral for derivative transactions of derivative transactions of 16,807 million yen.

5,076 million yen.

12. Deposits
Deposits at March 31, 2008 and 2007 consisted of the following:

Millions of
Millions of Yen U.S. Dollars

(Notel)

2008 2007 2008

Current Deposits, Ordinary Deposits and Deposits at NOTCe «-teseeereeresestsesenesieniieuiciininee ¥ 1,836,096 ¥ 2,058,613 $ 18,326
Time Deposits .................................................................................................................. 9,729,318 8,913,443 97,109
OXdnEss  cosccsscom0000009900000660066666EEAEEE00099TII0CEI0CEAEEEAAEEITTTTT0A0DII000I0EAACEAAEEORTTTTO00000090000000ACEAAEARaTTTT0000 310,334 389,212 3,097
¥ 11,875,749 ¥ 11,361,270 $ 118,532

80




Financial Section | Notes to Consolidated Financial Statements

13. Borrowed Money
Borrowed money at March 31, 2008 and 2007 consisted of the following:

JUBWISOAU| 1IP8I) SessIen)
Jo snjes / ebesssiy 03D

Millions of
Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
Subordinated Debt ¥ 125,000 ¥ 138,500 $ 1,248 o
Other Borrowed IMLOMIEY «erereseesenenenttstst sttt 758,039 789,431 7,566 %
TTOTAL +vsesrerererenruesesesesesstnsnssesesesessessssssesesesesesstssassesesesese s sssansaaeses ettt saseesesesese st e nensnneses ¥ 883,039 ¥ 927,931 $ 8,814 8
g
Average interest rates of the borrowed money were 1.15% and 1.12% for the years ended March 31, 2008 and 2007, respectively. =
Years to Maturity
Millions of
Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008 %
O 1 =--H iit Il I ¥ 351,771 ¥ 386,979 $3,511 %
More than 1 year but less than 2 JEALS #ereesessesestutatatat sttt 110,659 122,599 1,104 %
More than 2 years but less than 3 JEALS +eeeeeeststatasssstetes ettt 101,151 94,969 1,010 %
More than 3 years but less than 4 PEALS -eseseseusssessstststtthtt ettt 58,560 86,323 584 3
More than 4 years but less than 5 years - ---ssreeesseeersseesisseieiisieiissesisesseese s 90,634 41,543 9205 -
14. Bonds Payable
Bonds Payable at March 31, 2008 and 2007 consisted of the following:
o Millions of ;
Millions of Yen U.S. Dollars )
(Notel) -(3
2008 2007 2008 >
The Sumitomo Trust and Banking Company, Ltd. (The Bank) 3
Uneaeuiresl Sulbeielimaiiael IREInElS ccoomooocommoonononsosenmmmonsanemeannsemesnsesesmonesommmmmoeommososoneossnomcoss ¥ 289,864 ¥ 229,890 $2,893 2
Euro Perpetual Subordinated Notes 6,000 6,000 60 %
Euro Medium-Term Subordinated NOLEs ««eeseeeeeeerrrmreiimiieriiiiiieiiiiieeiiireeeiineeeesineesennnes 20,100 24,700 201 -
Sulbitgizll cocosecaoosocacanossesnsssssasnoocama00000009000000080000NEACIDICOEACINICEBATTVSEEAENOOCOCABICICINABIOGATAOBAAT 315,964 260,590 3,154 &
STB Finance Cayman Limited
Euro Perpetual Subordinated NOTEs ..........cccceueiiiiiiiiiiiiiiccccee e 218,195 204,015 2,178 -
Euro Medium-Term Subordinated NOTES .........ocievievierieriiiieeieieiereete ettt eenes 49,700 72,000 496 3
bz 267,895 276,015 2,674 5
STB Leasing Co., Ltd. -
Unsecured Bonds 15,000 12,850 150
Sulbizeizl] cococcoaossoccoassccscsossccactoocEanaEEAEENIIEREEEINNNACIEININNCININICNAINIAEEEAENOOCOEABACTOGAAEANOBAAAC00D0AGI0D 15,000 12,850 150 .
TTOTAL +vseserererenenrsesesesssnensasseseseseesesessssssseseseseseseasses et eses et et eanseees et et et et sataesesesese st s nnnennenas ¥ 598,859 ¥ 549,455 $5,977 Do
%
The Bank publicly issued Unsecured Subordinated Bonds 2006. Furthermore, on May 10, 2007, it issued 50,000 million 3
under the shelf registration system for the domestic issuance. It~ yen and 10,000 million yen bonds, bearing fixed interest at
issued 50,000 million yen and 20,000 million yen bonds, bearing 1.95% and 2.49%, respectively. ﬁ
fixed interest at 2.25% and 2.78%, respectively, on April 27, g
(o]
g
8
S
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Years to Maturity

Millions of

1 YL OF LeSS ++rrrrerrrssrssssssssssssesse s

More than 1 year but less than 2 PEALS «ereveeesussussussusiusiiiiiiiiiiiiiss

More than 2 years but less than 3 years
More than 3 years but less than 4 years

More than 4 years but less than 5 years

Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
........................ ¥ 2,000 ¥ 850 $ 20
........................ 2,000 2,000 20
6,000 2,000 60
3,000 6,000 30
2,000 2,000 20

15. Borrowed Money from Trust Account

Borrowed money from trust account represents surplus funds in the Trust account loaned to the Banking account and utilized herein.

16. Other Liabilities

Other liabilities at March 31, 2008 and 2007 consisted of the following:

Millions of
Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
Domestic Exchange Settlement Account, Credit ¥ 380 ¥ 370 $ 4
Income Taxes Payable ....................................................................................................... 42,527 65,463 424
Accrued Expenses 97,417 92,529 972
Unearned Income - 21,861 19,798 218
Derivatives Other than for Trading-Liabilities «----------reressssssssssssmmseseinnnnnsesssssssssssnnneee — 567.599 _—
Payables for! Securitics N TANSACEIONS -+« itttasssnmuseesssssssnassassssabansuunsosssssssnnsaisasssatsmesonsseessnnasass 825 28,388 8
Others 274,765 104,804 2,742
Tzl scooscoossss0c0sac00066606009093000999890600066AAEAAREERAETIIO0VITICCOTEEEAREAACETTTEITO0090IIICC0AEEEARERATETTOETT0000000IC000 ¥ 437,776 ¥ 878,955 $ 4,369

Derivatives other than for trading-liabilities at March 31, 2008 is presented as separate items in the consolidated balance sheets as it

exceeded 5% of the Total Assets.

17. Acceptances and Guarantees

All contingent liabilities arising from acceptances and guaran-
tees, other than those relating to Principal Guaranteed Trusts, are
included in “Acceptances and Guarantees.” As a contra account,
“Customers’ Liabilities for Acceptances and Guarantees” is shown
as an asset on the balance sheets and represents the Bank’s right of
indemnity from customers.

Regarding Principal Guaranteed Trusts, the Bank guaranteed
the principal amount of 696,894 million yen, 903,689 million yen
for JOMTs 284,609 million yen, 694,587 million yen for Loan
Trusts at March 31, 2008 and 2007, respectively.

The Bank guaranteed 118,207 million yen and 95,073 mil-
lion yen of corporate bonds in “Securities” which were privately
offered (subject to the Paragraph 3, Article 2 of the FIEL) at the
end of March 31, 2008 and 2007, respectively.

18. Commitment Line Contracts on

Overdrafts and Loans

Commitment line contracts on overdrafts and loans are agree-
ments to loan up to committed limit as long as there have been no
breach of contracts upon the customers’ request. The balance of
unused commitment line contracts was 8,241,981 million yen and
8,967,492 million yen, including 6,655,788 million yen and
7,876,673 million yen of those either maturing within 1 year or
unconditionally cancelable at March 31, 2008 and 2007, respectively.

Because most of these contracts expire without being drawn
down, the balance of unused commitment line contracts itself does
not necessarily represent future cash flows of the Bank and its sub-
sidiaries. In addition, most of these contracts contain clauses allowing
the Bank and its subsidiaries to reject requests or to reduce commit-
ted limits, when there are reasonable reasons such as changes in the
monetary condition or needs to protect claims. The Bank and its sub-
sidiaries may request customers to provide necessary collateral such as
real estate or securities at the time of the contract, and may ask cus-
tomers to amend clauses or take measures to secure soundness of the

credit thereafter through periodical internal monitoring procedures.

82




Financial Section | Notes to Consolidated Financial Statements

19. Other Interest Income and Expenses
(a) Other interest income for the years ended March 31, 2008 and 2007 consisted of the following:

JUBWISOAU| 1IP8I) SessIen)
Jo snjes / ebesssiy 03D

Millions of
Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
Interest Income on Receivables under Securities Borrowing Transactions ««:«eeesseseeucee ¥ 302 ¥ 180 $ 3 @
Interest Income on Dcposits VLI T I pa— 13,992 16,409 140 %
Interest Income on Interest Rate SWaps - scceessseeeresssremsssssiemssmssemsssssmssssssnssssesenesseces _ 345 _ %
Other INTerest INCOME ...iiviiiiiiiieiiiieeeiieeeeeeie et eeteeeaeeeetteesstesesesenseeesseesseeesseessesseeenes 11,395 7,192 114 2
©
IO T L sa— ¥ 25,689 ¥ 24,127 $ 256 %
(b) Other interest expenses for the years ended March 31, 2008 and 2007 consisted of the following:
Millions of
Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008 o)
o
Interest Expenses on Payables under Repurchase Agreements ¥ 41,717 ¥ 36,257 $ 416 §
Interest Expenses on Payables under Securities Lending Transactions «---«-«eeeueeeesesesecece 2,582 3,324 26 §
Interest Expenses on Short-term Bonds Payable ................................................................ 2,952 1,311 29 %
Interest Expenses on Bonds Payable «:-eeeeeeueieniiiiiiiii 15,527 9,014 155 %
Interest Expenses on Interest RAGE SWaPS. -+ eecusseteussettussitiusiiiisiitiisiiiii ittt 19,495 _ 195 ~+
Other Interest Expcnses .................................................................................................... 12,883 14,221 129
el coooooconono00ca00000600000006003000AEAEOBIEAEAEIVICABITITCHEATITICAGABITICAGATTCAGABINICAAABIOTCAAAIITEAAIITICATIAIAAAT ¥ 95,158 ¥ 64,129 $ 950
20. Trading Income and Expenses N
(a) Trading income for the years ended March 31, 2008 and 2007 consisted of the following: é?
Millions of %
Millions of Yen U.S. Dollars 3
(Notel) =
2008 2007 2008 o
2
Income from Trading Securities and Derivatives -+ --wsseressseresssersssssrisnssisssisseisisinaess ¥ 108 ¥ 197 $ 1 )
Income from Trading-Related Financial Derivatives Transactions «-:-:--sseseseeeeeeeeeesesccece 11,899 6,735 119 -
O I g [ T SRS —— 4,280 1,377 43 ®
Tyl c00000000000006000000000000CCEABEEECECINIEECAININATIITCACIBAVICAGIVIDICAGIVTAGABIICAGAVOLAAIAVILTOAAIOICADATIOVTTATIOT ¥ 16,288 ¥ 8,311 $ 163
|
>
(b) Trading expenses for the years ended March 31, 2008 and 2007 consisted of the following: %
Millions of =
Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008 —
Expenses on Securities and Derivatives Related to Trading Transactions ««eeeeeeeesescecee ¥ 2,885 ¥ 166 $ 29 % o
TTOEAL +vvvveeeemmreee ittt ettt ettt ettt e et e e eab bt e aba e e e aba e e e e a e e e e abaeeeeabaeeeeabaee ¥ 2,885 ¥ 166 $ 29 @
Z
%)
5
)
W
)
(]
=%
g
=)
o
=
3
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21. Other Ordinary Income and Expenses
(a) Other ordinary income for the years ended March 31, 2008 and 2007 consisted of the following:

Millions of

Millions of Yen U.S. Dollars
(Notel)

2008 2007 2008

Net Gains on Foreign Exchange Transactions ¥ 6,768 ¥ 11,735 $ 68
GCas @ Selles G I BEING S 000000000000000000000000000006000000G0000EEABAICANAAACINCOAAAOOIBAAIOINNCAGIOINICACIOTCTAGC0000T 62,108 14,863 620
€ e MR CH Sy O I O ]S S 2 0 0
(@) T T e e e e 349,968 235,032 3,493
TTOtal +ervvereerereesereenentruerensenenseneneasentesentaseseaaeneeses e s ese e eae st es e st et ntea st e s et n et et et s entenesenenen ¥ 418,847 ¥ 261,632 $ 4,181

For the years ended March 2008 and 2007, Others mainly consisted of lease income and installments received from consolidated subsidiaries.

(b) Other ordinary expenses for the years ended March 31, 2008 and 2007 consisted of the following:

Millions of

Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
Losses on Sales of Bonds ¥ 6,592 ¥ 16,182 $ 66
Losses on Redemption O I O S — 6,005 0 60
NLasses e Deralimien G ek seomosommsmeosmmmmsmsmmsesmmensmmaammaenamsmemsaeasesaosaraOsRa0maRasaane 2,686 0 27
Expenses on Derivatives other than for Trading or Hedging «---e-eeoeeeeeseiniicciiinen. 36,304 176 362
(OLRIELS  +-++-sseesesentessatassnsasassansssenessasessasessntesassassstesessnsseasesessesesssssssasessasessasesessesesseseseasassens 312,636 206,380 3,120
T 1 ¥ 364,225 ¥ 222,739 $ 3,635

For the years ended March 2008 and 2007, Others consisted mainly of lease expenses and installments paid to consolidated subsidiaries.

22. Other Income and Expenses
(a) Other income for the years ended March 31, 2008 and 2007 consisted of the following:

Millions of

Millions of Yen U.S. Dollars
(Notel)

2008 2007 2008

Gains on Sales of Stocks and Other SECULILIES ««+«+t-reererrersersereertereestrreeressessessessessessesseneenes ¥ 31,403 ¥ 12,350 $ 313
Gains on Money 181l fim e eococooosaooonncammnonsasmo000000000000000000000000000BALICINOBIININABACINOAAIAO0BOCD 103 680 1
Cafias om Do @if el AN coomomomeosesmnomamsseasssmnomampseasssmnomaspseasssaorampeassseonre 614 2,273 6
Ragseiies 6F Viniien-Or ClEiTnG cmommsmeommmmmmesmmsesammmmamassammmeommaeasmeoe e 865 441 9
OXdEES 0000050000000090000060000000000GEAATTTIVINNIICAAOCEAACAAABAAATTTTOOTANNICAAACEAAACAABAAITITITO0T0NNACCAACOAACAAATIIITITIT00D 27,561 20,873 275
TTOTAl coeeeceersnvevnnssnssssasseasttttosssuuueenssssssssssseasstetosssssseenssssssssssssasstttasssssssessssssssssssaasstesasereresens ¥ 60,547 ¥ 36,618 $ 604

For the year ended March 31, 2008, Others included 9,969 High Court regarding our legal action on damages against three
million yen of gains on return of retirement benefit trusts. UFJ Group companies including UF] Holdings (currently three

For the year ended March 31, 2007, Others included a settle- Mitsubishi UF] Group companies including Mitsubishi UE]

ment amount of 2,500 million yen in connection with the settle- Financial Group).

ment in response to settlement recommendation by the Tokyo
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(b) Other expenses for the years ended March 31, 2008 and 2007 consisted of the following:

Millions of
Millions of Yen U.S. Dollars

(Notel)

2008 2007 2008
Mllewranez ki 1Leain ILEREES coocenooconmoononnnmossneasosnneassnmnesssonseeasmBmeseonmBoseanoosocanneonoaanaoooasacoss ¥ 1,519 ¥ 34,181 $ 15
Write-Offs of Loans 6,102 6,462 61
Losses on Sales of Stocks and Other SECUTIItIES «««cerrrrreeerrnneererruiieerrruiiieeriiiieeeeriieeereieeeenns 3,111 2,962 31
Losses on Devaluation of Stocks and Other SECULLTIES «««+rrsrrrrreeeeeeeeerrrrmmmmmmiiiiiiiiiaaeeeereeneenns 30,555 4,573 305
Losses on Dispositions of Fixed ASSets «w+swssessessrssusiusisiiiiiiiiiiiiiiiiisiiiiiisne 1,993 518 20
Losses on Impairment ©fF [Rbaal| ASIEES c000000000000000000000000000000BIICIBABICITEEEALIVICACIITICACAITCCIAAIOIOCD 170 7,088 2
Others -+ 74,591 13,819 745
e ecvocmomcomoauooanoacioamo0a00mN0nNcaAcOaNNAIIANEANCAEAAAEANCANOAICOANCAICOAACAA0OAAOAOACAICOACCOAOCACOA000E ¥ 118,044 ¥ 69,606 $ 1,178

For the year ended March 31, 2008, Others included losses on
devaluation of 40,748 million yen and losses on sales of 7,480 million
yen with respect to securities incurred as a result of reexamination of
overseas credit investment portfolio.

For the year ended March 31, 2007, Losses on impairment of
fixed assets were impairment losses of 4,736 million yen for the build-
ings to be demolished or sold under the joint redevelopment projects
such as the Bank’s plan to relocate Tokyo headquarter and consolidate

several main offices in the center of Tokyo. In addition, impairment

23. General and Administrative Expenses

losses of 2,352 million yen were incurred for items such as other build-
ings and premises to be sold, and software.

Impairment tests were conducted on groups of assets primarily by
the branch with headquarters, back offices and welfare facilities as
shared assets. Assets held for sale or disposal are tested individually.

Recoverable values are used to assess impairment losses, where net
realizable value (mainly appraisal value) depends on the recoverability

and those that are not recoverable are fully written down.

General and administrative expenses for the years ended March 31, 2008 and 2007 consisted of the following:

Millions of
Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
Taxes other than TNCOME TTAXES ««vee:+eesssssecesttacosssumuoonnsssssnnasecassaasossvumsoosssssssssssaassssassssvunsoons ¥ 7,718 ¥ 6,923 $ 77
Personnel Expenses --- 89,957 76,560 898
(OXIhEES  000000000000000000000060GAITEOAEATITCECABINICAEABIOICAAABOOCAAAAALICACAAIITICATIITCAIAVOICOCABIICACABIIAAATOOTACIOICT 105,264 99,850 1,051
e L ¥ 202,939 ¥ 183,334 $ 2,026

24. Shareholders’ Equity

Under the Corporate Law of Japan, the entire amount of the issue
price of shares is required to be accounted for as capital, although a com-
pany may, by resolution of its Board of Directors, account for an
amount not exceeding one-half of the issue price of the new shares as
additional paid-in capital, which is included in capital surplus.

The Banking Law of Japan provides that an amount equal to at
least 20% of cash dividends and other cash appropriations shall be
appropriated and set aside as a legal retained earnings until the total
amount of legal retained earnings and additional paid-in capital equals

100% of common stock. Legal retained earnings and additional paid-in

capital could be used to eliminate or reduce a deficit, or could be capital-
ized generally require a resolution of the shareholders” meeting. All addi-
tional paid-in capital and all legal retained earnings may be transferred to
other capital surplus and retained earnings, respectively, which are poten-
tially available for dividends.

The maximum amount that the Bank is able to distribute as divi-
dend subject to the approval of shareholders is calculated based on the
non-consolidated financial statements of the Bank in accordance with

the Corporate Law of Japan.
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25. Statement of Changes in Net Assets
(a) Issued Share and Treasury Stock

Issued share and Treasury stock for the year ended March 31, 2008 consisted of the following:

Thousands of Shares

Number of Shares Number of Shares

Authorized Outstanding at the End of  Increase  Decrease  Outstanding at the End of

Previous Period Current Period

March 31, 2008

Number of issued shares:

Camimen i@k  eosscososaconnsocacamoosssnsmsocemmeooseansosocommeononnmacononcasoonnn 3,000,000 1,675,034 94 — 1,675,128
Treasury Stock:

Camem Sis@k  00000000000000000000000060000000G0000ICAGABIEAACEOCABABICICAAAO00DICD — 429 80 32 477

March 31, 2007

Number of issued shares:

Cammnem Sia@Ek  cooconooco000000000000000000000000009006a0005060600ICAEAEIIABAACOD0CE 3,000,000 1,672,892 2’141 _ 1,675,034
Treasury Stock:

Cramrem Saa@k  000000000000000000000000000000000000BI0ABA0ANAANB0ICAOABAIAOAA0I0AC0 — 322 115 8 429

Issued share increased by 94 thousand due to exercise of stock option plans. Treasury stock increased by 80 thousand due to requests

for redemption of odd-lot stocks. Treasury stock decreased by 32 thousand due to requests for additional purchase of odd-lot stocks.

(b) Dividends

Under the Bank’s articles of incorporation, financial accounts
are closed on March 31 of each year, and dividends, if any, are paid
to shareholders who are recorded at March 31 according to the
approval on ordinary General Meeting of Shareholders. At the end

of fiscal periods, retained earnings include the amount of dividends

and bonuses to directors. In addition to year-end dividends, interim
dividends may be decided by Board of Directors to sharcholders as
of September 30 of each year.

Dividends paid during fiscal year ended March 31, 2008 and
2007 consisted of the following:

Cash Dividends Cash Dividends

Declared

Resolution Type of Shares per Share Record Date Effective Date
Millions of Yen Yen

June 28, 2007

Ordinary General Meeting of Shareholders Common Stock ¥ 14,234 ¥ 8.50 March 31, 2007 June 29, 2007

November 15, 2007

Board of Directors’ Meeting Common Stock ¥ 14,234 ¥ 8.50 September 30, 2007 December 7, 2007

June 29, 2006

Ordinary General Meeting of Shareholders Common Stock

¥ 10,035 ¥ 6.00

March 31, 2006 June 30, 2006

November 20, 2006

Board of Directors’ Meeting Common Stock

¥ 14,221 ¥8.50

September 30, 2006 December 8, 2006

For the year ended March 31, 2008, Dividends, whose record date is by this period and whose effective date of distribution is after the

end of this period, are as follows:

Cash Dividends Cash Dividends
Resolution Type of Shares Declared Resources allotted per Share Record Date Effective Date
for the distribution
Millions of Yen Yen

June 27, 2008
Ordinary General Meeting of Shareholders

Common Stock ¥ 14,234  Retained earnings ¥ 8.50

March 31,2008  June 30, 2008

86




Financial Section | Notes to Consolidated Financial Statements

26. Statement of Cash Flows
(a) Reconciliation of Cash and Cash Equivalents

Following table shows the reconciliation between cash and cash equivalents in the statements of cash flows, and cash and due from

banks in the balance sheets at March 31, 2008 and 2007.

Millions of
Millions of Yen U.S. Dollars
(Note 1)
2008 2007 2008
Cadh arigl IDue ffremmm [Bamlks ccconococommoocosanmoscononsosoneasonneneasanneaeansnsaesesnoneoeommnacoeanmoo0oaaneos6aaeacoss ¥ 891,560 ¥ 789,472 $ 8,899
Due from Banks (excluding due from Bank of Japan) (404,305) (346,231) (4,035)
Cash and Cash Equivalents .............................................................................................. ¥ 48‘7’255 ¥ 443’240 $ 4’863

(b) Assets and Liabilities of the Newly Consolidated Subsidiaries as the Result of Stock Acquisition

At the fiscal year ended March 31, 2008, reconciliation of assets, liabilities and cash flows related to the acquisition of Life Housing

Loan Co., Ltd. as the newly consolidated subsidiary was as follows:

Life Housing Loan Co., Ltd.

Millions of
Millions of Yen U.S. Dollars
(Note 1)
2008 2008
/AGEES 00030000000030000AA0ONTACONAACEAABCNBABCCAAECOAANOAANCOAANCAA00OAACOAICOOANCOAAAC00AA000A000CAE00AAI00Aa0AA000AA00AA0C0aA0003A0C0GA0C0a0000A00G000G ¥ 109,203 $ 1,090
ILerns amal 13lls IDsesiiniEal coococososocosaooc00e000000000000000000000560060006AATACACATIAOCAAIICEOABIEICINABIVOSACIVICAGACINICIAAIV00OGAN 102,227 1,020
ILielbxIliHies  cosoesoossncooonmsacaoonmnocam0m0600000m0000m0BEE0EAROOEOEEETOEEEEBIITIECARETEEEAINIEACACITIEICITDTCANNBICOGANIBGOEAANOOEANIOOOEABIOTCOBAIC00D (102,887) (1,027)
Borrowed IMLOMIEY #reeseememenen ettt (100,900) (1,007)
Goodwill 18,974 189
SUDTOTAL ettt h bt a ettt a et h et e bt h et e b e st et e st et eb et h et bt ettt s et s e 25,291 252
Purchase Price of Life Housing ILepi’s Sizeak oooocen00000000000000000000000000000006300006ACIDICOAAATNIEAATLACECABIEICICABICICICABIAOAITIOD 25,291 252
Cash and Cash Equivalents (Life Housing Loan Co., Ltd.) ............................................................................ (1,189) (12)
Expense for the Life Housing ILarins Sindk IBr7e heIGE cc000000000000000000000000000006000000000600000600000006G3000IOAAIOIOICACIBIDCOAAND ¥ 24’101 $ 241

At the fiscal year ended March 31, 2007, reconciliation of assets, liabilities and cash flows related to the acquisition of STB Leasing

Co., Ltd. as the newly consolidated subsidiary was as follows:

STB Leasing Co.,Ltd.

Millions of
Millions of Yen U.S. Dollars

(Note 1)

2007 2007

¥ 530,353 $ 4,491

(O hare /AT coooaooonoa00000003000000005A0000A0003A000AA0AOAA000AA0COAACOAACOAAO0AA000A0000A00AA0ORAOaA0003A000A0C0AA000Aa0GA000a0000Aa0000000 450,350 3,813
ILigibillifies  cocosscoooncasoonnncaconnn0ca00000600000000000000000000C00ABACTENNBIEICINCARENCHBABINICABATITICAAIEUCOGATIVICAGABIOVCATIOOTICABIICAAATIOTOAIICI0D (483,854) (4,097)
Borrowed IMLOMIEY +reeeeememenet sttt (341,039) (2,888)
IMANOTIEY TOTEEESE wreevseeessrssesssesnsesssiiniunississiiissiistussttsiss e ts st bs bbb s R bR bbb e bbb (2,440) (21)
Negative GOOAWILL «+vrsersseersseersrmsseimsiiiiiiis ittt (1,225) (10)

Sk i1z saoconassosassnsanoeosnacsoaaoonaaonnamoaoAINNeAaoINAEEAA00AANAAACCAACEOAANAA0CCANCOSAAIRAACOOACOAAA0AAIORA0C0AA000GA0C03A0C00a000aA000030000 42,833 363
Profits Accumulated by the Equity MIEihEE] cososssoososccasococsmasocssanoosnsacnoosnasa00000000000000000000000000000CANN00CAN00S0CAAN00C000 (13,279) (112)
Purchase Price of STB Leasing’s Stock = 29,553 250
Cash and Cash Equivalents (STB Leasing Co.,Ltd.) «-+seresersseerserissemmineiiieniiieiiciie i (6,091) (52)
Expense for the STB Leasing’s Sk | B hiisE 0000000000000000000000000000000000000000000000006300000063000000000000G0000000G003000000330000 ¥ 23,462 $ 199
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27. Lease Transactions
(a) Finance Leases
As lessee:
Acquisition costs, accumulated depreciation, accumulated losses on impairment and net book value for finance leases without transfer
of ownership at March 31, 2008 and 2007 were as follows:

Millions of

Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
Acquisition Costs
(O hare /AT 059000000000000000003300000000ANNNNCCINEAAAAAAAAAAE0000000000000C0C00AACa00AAA00000000000000000ACCA00aA000000000 ¥ — $ —
Tangib]e L I S S TS I ———— 36 _— 0
Intangible Fixed ASSELs «sreererrssserersssesssssssisssss s 3 i 0
Equipment .................................................................................................................... — ¥ 65 —
(DU  cocmomecmmmecnmemomecmmmeomeeom0s0E 0000000 L _ _
100 1 PP OPPPPPI ¥ 40 ¥ 65 $ 0
Accumulated Depreciation
(OLhCT ASSELS «+tossee1eteesessateesassaeee s seee stk 1SR st _ i _
Tangible T3l /ASSEE ccana0000000000000000CABECACAAABACACANTCAOTNINUCCCABEEACAAABAAAN000000TDDDCCOAEAAGAAABACCN0000000 31 — 0
Tntangible Fixed ASSErs -+sr-veeerssseeeeesssssesssssissssssssiisss s 2 i 0
Equipment .................................................................................................................... — 52 —
O P _ _
TOTAl ++rverresrressenessressseesssesseessseesssssssesssseessessssessssessssesssessssesssssssseesssessnsesseessesssssssesesissens Y 34 ¥ 52 $ 0
Accumulated Losses on Impairment
(LT ASSELS +++eeeessesssetersssssssessesssssssseseeessssssoestsessssssesseesssssssssasessssssssssessssassssasesssssssssas _ i _
Tangible Fixed ASSets «---rrsrvveeessssssesessssssessssissssssssissss s _ i _
Tntangible Fixed ASSers - ssssrsseeeeessssssmsesseesssssissssssssssssissssse s _ i _
EQUIPIIEIE +-vvveveees1000041 1110 — _ -
(OILIETES conomoomocmmmmsmmocoscmmmsem0csammaRsEEC RO RIS _
T@izll soosocosssssoccsacaascrascasammmo0mEI0605066a0ERAREERERIR0REIIc000EEEAEERAEERRORITO00DDIICc00EEaAEERAEERRCoDT000B0000000 ¥y — ¥ — $ —
Net Book Value
(O A conmoseommesmmsasmmmmsammaasemamemmeasaaesameaRamarRsaaRasaaaReaaRERaRaRaRRSaaRRORCRaORS _ P .
Tangible Fixed ASSets +------errssssssssesserssssssmsssssssssssssssssssss s 5 i 0
Tntangible Fixed ASSErs -+srsvreerssseereesssisessssssiisses s 0 i 0
Equipment _— 13 ——
OLREES wsevreveesssesessesssesssssssesseessesssssesese s e ssseseseaesses s ssssessesens e s seasesens e e s esasnesn s sassaneen — _ i
Ol c-vrereerrencmersensinsencnstsoensenescnstasenesncsocnsesesacsstasenesnescsstssenssassocsstnssacsstusesssnessesenssasessass ¥ 5 ¥ 13 $ 0
Total of future lease payments at March 31, 2008 and 2007 were as follows:
Millions of
Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
Duein 1 year or 283 coooscocanooscsanooonseonaoataaac0mmEEEaEnEEAEaETNNNEEEBBENCANTICOCANTEEEABEAEEOEABIOTCAEAACOBEOAAA0D ¥ 307 ¥ 278 $ 3
Due more than 1 year «eeeeseseeeseseremsmnmniittiti it 493 282 5
TTIOTAl +evvereereeneeneeneereanteseeseeseetesse st et e st eseeateseeaeeseeseeteebeebeehe b e st e st entent e st eseeneeneebeeseebabesensenaen ¥ 801 ¥ 561 $ 8

Annual lease payments and estimated annual depreciation expenses for the years ended March 31, 2008 and 2007 were as follows:

Millions of
Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
LLeaSE PAYIMEIILS «+eressetseesssonissestssisssmissistietsssesis s sissess st s s st is s ¥ 12 ¥ 94 $ 0

Estimated Annual Depreciation EXPCHSCS ......................................................................... 12 94 0
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Acquisition costs and future lease payments are computed  “Equipment” or “Others,” are reclassified into “Other Assets,”

including interest portion due to the fact that total of future lease ~ “Tangible Fixed Assets” and “Intangible Fixed Assets” from the fis-

JUBWISOAU| 1IP8I) SessIen)
Jo snjes / ebesssiy 03D

payments are considered to be immaterial as compared with the  cal year ended March 31, 2008.
amount of Tangible fixed assets. Estimated annual depreciation expenses are computed using the
Acquisition costs, accumulated depreciation, accumulated  straight-line method over the lease term assuming no salvage value.
losses on impairment and net book value, formerly included in -
)
2
As lessor: o
Acquisition costs, accumulated depreciation, accumulated losses on impairment and net book value for finance leases without transfer éb
of ownership at March 31, 2008 and 2007 were as follows: -
Millions of
Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
Acquisition Costs
(O /ASEIES cocmoeesomoocscmmemsnmoocmmms 0L RCILETEES ¥ 1,817,083 — $ 18,136 g
0Tk ke el AT coroomorrrms oo P e _ — _ 2
R e _ — _ %
Equipment .................................................................................................................... / ¥ — / %
OFREES  «reveeseeseemtsesseassesese s asses s — 1,832,291 — 3
TTOAL «evverveemvemmeemmeeterieeattete e st ete et e e bt et et e bt et e s ae e bt e bt eb e e bt eat e e bt et eae e bt e bt st e b e et eneeneennenn ¥ 1,817,083 ¥ 1,832,291 $ 18,136 -
Accumulated Depreciation
Oxilher AR c00000000000006000000060000006AEECICACAEICIVACAATITICAAIBIVICAGABIDICAGABICCAABHOCEEABACIACACIIACAIIIODOATIOD 1,182,933 / 11,807

Tangible Fixed ASSErs «ssssssssssmmeseeeerseseessssssssssssssissssssssssssss s _ - — _
In[angible J35Eal /ASEE(S 0000000000000000009000060000000BAAANBAILATIEAAIAAVCONAAAAAAAAITTIIOITAIVCAACOAAAAAAAAATITITO0 — / —
Equipment .................................................................................................................... / _ /

)T T s / 1,180,692 /
Tyl osscooac00mm00ma000030000900033000mB00TEAIVIBEORTEEOSIEAIVATEIVIECOSIEAITAAOTATICOAIEOTAADIACOTIESIDIAVIOOIIT0T ¥ 1,182,933 ¥ 1,180,692 $ 11,807

Accumulated Losses on Impairment

(O hare /ASTEES 00000000000000000000000a0EIEEE0BAEICINAAAAACANAACCNNAAAEINNEACAANCACA000I0AAC00CC0ACAAOCA0AAO0AA0AA00000CI0 _ / .
Tangible Fixed ASSErs «wssesesseeseessesststuseiseisittsiisei ittt _ / _
Intangible Fixed ASSErs +wswssesseeerserssessemiemseisitiieiisisi ittt _ — _
EQUPIIIEIE -rrrrereees40111111 — _ —
OREES. «eveeeeereeeseeseeesseseeasee e es e eseeesase e ee s eseees e seee s e es e eeeees e s e ss e sseesseeeseee e eee e — _ - —

SeulT uol4 8y} woJj poday v

TaxE] 000000000000000000000600000500000ACATOANAONNTEAEATNOAINEAANAOAAINNAAACINEANCOAANIRGAANOOAA00AIOAANN0AA0ABEOC000I0G0A0O000 ¥ — ¥ — $ —
Net Book Value z
OhEE ASSELS «vvrevereessesssrssssssssesesssssessssssssssssssesssssesesesessss s ssssessessesssess s sseeeseesesessseseseeens 634,150 - — 6,329 3
e

BT b S e o S ——————— _ — _
e b e S o S _ — —
T T L —

O T T R — - 651,598 -
@izl scooocooosssesssssseanscossmamoeoo0BE9060006606ERRAEEINERRNCOOREIECE0N0EAAEAREEIINDTTOC00DDEEC000EAANEAAEAIITOTTC000DDB0C000 ¥ 634,150 ¥ 651,598 $ 6,329
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Total of future lease payments receivable at March 31, 2008 and 2007 were as follows:

Millions of %)

Millions of Yen U.S. Dollars o

(Notel) w

QO

2008 2007 2008 &

Due in 1 year OF LE85 ..ciiiieiiiiiiiiiiiiiicccit ettt ¥ 213,560 ¥ 225,659 $ 2,132 ET
Due more than 1 year .....cccciiiiinieiiieiiiiiieceeict ettt ettt 427,338 435,215 4,265 §
1 Y OO ¥ 640,899 ¥ 660,874 $ 6,397 e
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Annual lease receipt, Annual depreciation expenses, and Estimated interest receipt for the years ended March 31, 2008 and 2007 were as follows:

Millions of

Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
Lease RECEIPE ++rrrereeeeessssssssssseseesssessesssssss e ¥ 274,475 ¥ 174,633 $ 2,740
Annual Depreciation Expenses .......................................................................................... 240,440 152,472 2,400
Estimated Interest Receipt ................................................................................................ 30,860 18,820 308

Acquisition costs, accumulated depreciation, accumulated
losses on impairment and net book value, formerly included in
“Equipment” or “Others,” are reclassified into “Other Assets,”
“Tangible Fixed Assets” and “Intangible Fixed Asset” from the fis-
cal year ended March 31, 2008.

(b) Operating Leases
As lessee:

Interest income represents the difference between the addi-
tional amount of the lease payments receivable and estimated sal-
vage values, and the acquisition costs of the lease assets. The
allocation of such interest income over the lease term is computed

using the effective interest method.

Total of future lease payments under non-cancelable operating leases at March 31, 2008 and 2007 were as follows:

Millions of

Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
Due in 1 year or S S S e ¥ 5,673 ¥ 83 $ 57
Due more than 1 JEAL #eeeesen ettt 5,699 192 57
Total ¥ 11,373 ¥ 275 $ 114

As lessor:

Total of future lease payments receivable under non-cancelable operating leases at March 31, 2008 and 2007 were as follows:

Millions of
Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
Due in 1 year or llegs scooosesacssnccoseonoossssmmccanaarEEsREEEREOOTBIaER00600EERREEIIETRTCO00DTEBC000EEAAEAAREIITETTE000000D ¥ 26,653 ¥ 20,330 $ 266
Due more than 1 JEAL #eeseeee ettt 65,318 64,415 652
BT O e s ssamm—— ¥ 91,972 ¥ 84,746 $ 918

28. Fair Value Information for Securities

The following information includes a part of “Trading Assets,”

Cash and Due from Banks” and “Monetary Claims Bought” treated

as securities in “Accounting Standard for Financial Instruments” in addition to Securities in the consolidated balance sheets.

(a) Trading Securities

March 31, 2008

Millions of Yen

Valuation Difference
Book Value Reflected on the Statements of Income

H o I T e —

.......................... ¥ 619,510 ¥ 450

March 31, 2007

Millions of Yen

Book Value Valuation Difference
Reflected on the Statements of Income

Trading SECULITIES weetnsessosssveasousaovensuosassssseosasnocssussosensassassessoesasusassosssnensanssovens

.......................... ¥ 534,464 ¥218

90




Financial Section

(b) Held-to-Maturity Debt Securities with Fair Value

Notes to Consolidated Financial Statements

Millions of Yen
March 31, 2008 Book Value Fair Value Difference G;J;realized Gain (LO(SEZSS)
GCovE i@t BXEIAELS oooocommmme0cam000660m0000600m0906000056600000 ¥ 439,374 ¥ 447,281 ¥ 7,906 ¥ 7,906 ¥ (0)
Local Government Bonds «-eeeeeeeeeeremmeeeermmnineeinnnneenns 100 100 0 0 (0)
Short-term Corporate Bonds «+seereresesssssreeeesssnncee _ _ _ _ —
Corporate Bonds - 136,890 136,929 38 93 (54)
Other Securities 281 316 34 35 (0)
Foreign TBYEIT(ELS c000000000000000a00000COB0DTOGAB0NACOGAB00OCEAEA0D 281 316 34 35 (0)
T O A L — ¥ 576,646 ¥ 584,627 ¥ 7,980 ¥ 8,036 ¥ (56)
Millions of Yen
March 31, 2007 Book Value Fair Value Difference G:ij:realized Gain (LO(S;)OSS)
Covemmmnani 1Bk sooosocomsssomemocomossseocmonmacmiooms ¥ 502,183 ¥ 501,472 ¥ (711) ¥ 785 ¥ (1,497)
Local Government Bonds «=--eeeeeeeeeersreseernnaniennnnnnnens 100 99 (0) 0 (0)
Short-term Corporate Bonds s _ _ _ _ _
Corporate IEGINGEIS 000900000000000066630005600300090009000AA00ARAAATTTD 204,292 203,361 (930) — (930)
Other SECULITIES creeeeessresssssssssssssssssasansasaasossossasssssses 295 322 27 29 (1)
e B O R ——— 295 322 27 29 1)
TOtal «oeeeeeemmrrrrrretee e ¥ 706,871 ¥ 705,256 ¥ (1,614) ¥ 815 ¥ (2,429)

Fair value is based on the closing market prices at the end of the fiscal years ended March 31, 2008 and 2007, respectively.

(c) Available-for-Sale Securities with Fair Value

Millions of Yen
March 31, 2008 Cost Book Value ifadion G:,J,? retfec Can (LO(SLSZ)SS)
Stocks - ¥ 478,667 ¥ 669,831 ¥ 191,163 ¥ 217,008 ¥ (25,844)
BODNS «eveererermerermerenieninienetenetenenesneneseenesene st eenenes 829,653 829,100 (552) 5,021 (5,573)
Government Bonds «eeeeeeeeeeeeeeemmmmmiim, 648,503 649,475 971 4,486 (3,515)
Local Government Bonds «++«-eseeeeesieeneiinnnnnns 25,441 25,623 182 210 (28)
Short-term Corporate Bonds «sssssssssreeeeeeeeeee _ _ _ _ _
Corporate JRXEIRELS 0000000000000000000CC00CACA00BOCAGA000OCAA000) 155,708 154,001 (1,706) 323 (2,030)
Other SECULITIES «+eveerereerererrereeremermerirueresieretereeanenes 2,603,717 2,523,932 (79,785) 17,814 (97,599)
Foreign Sizeaks sococonosacoonossaceososacanocostnsacssancooocsaoe 374 1,112 738 738 —
Foreign Bonds - 1,979,586 1,910,582 (69,003) 12,700 (81,704)
ORELS +eveeerereereneruerensementerenseseessesessesessenesseseneas 623,756 612,236 (11,519) 4,375 (15,895)
T O A L — ¥ 3,912,038 ¥ 4,022,864 ¥ 110,826 ¥ 239,843 ¥ (129,017)
Millions of Yen
March 31, 2007 Cost Book Value Difadion G:,T e (L(;SLSZSS)
SEOCKS +ververerremernenerueneneenentinentarenesnentaneneseenenteneneanencs ¥ 481,914 ¥ 989,188 ¥ 507,273 ¥ 514,775 ¥ (7,501)
] 955,035 951,480 (3,555) 1,340 (4,895)
o ETmmEn el sossoomerosomcmmmsommaomomosasommammms 623,930 621,497 (2,433) 802 (3,235)
Local Government Bonds -+ 62,061 61,884 (177) 234 (412)
Short-term Corporate Bonds — — — — —
Corporate Bonds «sweseesersserssemsscmnsiinsiisiiiincinecs 269,042 268,098 (944) 303 (1,248)
Oxdhar Seaniiiles  ovocssascacasasaccoonocaaaacacanaos 2,150,581 2,143,336 (7,245) 17,803 (25,049)
Foreign Szeras sccosoosocossssscesascasseaassoaoaaat000mII90csa06M0 3 27 24 24 —
e B O R — 1,692,225 1,672,190 (20,035) 3,572 (23,607)
ORErs «overeeeerermenetireiereteteesteset et seeneneen 458,352 471,117 12,765 14,207 (1,441)
TOLAl «-vververemenenmenenteneneerentsuenenseneteneeeneseeneneenenenene ¥ 3,587,532 ¥ 4,084,004 ¥ 496,472 ¥533,919 ¥ (37,446)
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1) Book value of stocks in the consolidated balance sheets is calcu-
lated using the average market price during final month of the fiscal
year, while that of securities other than stocks is mainly calculated
using the market value at the end of the fiscal year.
2) “Unrealized Gain” and “Loss” are breakdowns of “Valuation
Difference.”
3) Available-for-sale securities with fair value other than trading
securities are written off when the fair value of each securities
remarkably declines compared to its cost and the decline is other
than temporary at each fiscal year end, and the valuation differ-
ences are recognized as losses.

For the year ended March 31, 2008, 13,609 million yen of
stocks with fair value and 3,994 million yen of other securities was

written off. For the year ended March 31, 2007, 2,739 million

yen of securities was written off.

According to the Self-Assessment Rules, a “Remarkable
Decline in the Fair Value” is recognized based on the classification
of issuers as follows:
¢ Issuers whose classification are ordinary:

Fair value is 50% or more lower than cost.

* Issuers whose classification are other than ordinary:

Fair value is 30% or more lower than cost.

In light of the current turmoil in the international financial
market, where the recovery trend of fair value is not yet material-
ized, the Bank and its subsidiary additionally wrote off foreign
securities of 54,944 million yen, mainly whose fair value is 30%

or more lower than cost for the year ended March 31, 2008.

(d) Held-to-Maturity Debt Securities Sold during the Years Ended March 31, 2008 and 2007
There were no corresponding items for the years ended March 31, 2008 and 2007.

(e) Available-for-Sale Securities Sold during the Years Ended March 31, 2008 and 2007

Millions of Yen
Year ended March 31, 2008 Amount Sold Gain (Loss)
Avaiklbleme=Selle Seauilies coccoosssmmommeommmm0e66a000666006590009000900090055600AEAAITERRE0IIN00CIIACAACEAASEIITITITIT ¥ 7,198,861 ¥ 92,800 ¥ (9,569)
Millions of Yen
Year ended March 31, 2007 Amount Sold Gain (Loss)
Avaieblerme=-Selle Seauiiies coccoosssmmumm000000006050000066000090099009900096003000ARAAITETITEIIVVCAAACEACEAASIIITTTIT00D ¥ 3,248,298 ¥ 27,204 ¥ (19,143)

(f) Securities with No Available Fair Value

The following tables summarized main items of book value of securities with no available fair value at March 31, 2008 and 2007.

Millions of Yen
March 31, 2008 Book Value
T T B Tty 2 D T R PR ¥ _
Available-for-Sale Securities
L Ty B 1 6 Vo oL PPN 242,287
Millions of Yen
March 31, 2007 Book Value
Held—to—Maturity DX bit Seaiiiies cooo0oo0m0000500009000000990960000905000590A00EIEILANNBIAINAVIIINNCACATINIXACATIIOIGATBATATACINICAVATIAICAVAATANNVOSAINNXACIINAXICITAOOIGIT0TTO ¥ —
Available-for-Sale Securities
Urilisias] el scoossosmomsomonssomsonsionsnonmonsnonssnsiensioasonmiosmioniens0ami0ai0aai0as00ai00s000500350030000000000300350035053003500000030035003003300300000003000003000500350C 237,619
Trag: Caiflfienies @ff ILearm THAEE  0000000000000000000000000060000000006000006000000003000000AAA00000AAE0DEC0EANNNC0GAN00CC0AEN0000EABA000ABACI00D0AACO0DDBOCO0I00RACO00000ACa00000 225,258
Uifssiec| Fostafian SEemimiies  soosmmmommooooommmmomoossansmmosoocsasoommooonasnomo000a 000000000000 000 0XXEE0S 92,060

(g) Change of Classification by Holding Purpose of Securities

There were no corresponding items for the years ended March 31, 2008 and 2007.
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Notes to Consolidated Financial Statements

(h) Redemption Schedule of Bonds Classified as Available-for-Sale Securities with Maturity and Held-to-Maturity Debt Securities

Millions of Yen

Book Value

More than 1 year

More than 5 years
1 year or less but less than but less than More than 10 years

March 31, 2008 5 years 10 years

D I S ¥ 338,883 ¥ 588,429 ¥ 401,554 ¥ 318,885
CEVEATIERG [aEIREH 000000000000000000900990000000000000GAANTIITTITT000ICE0ACAAAAAAA0IIITIT 172,210 294,614 304,549 317,474
Local Government Bonds «:eeeeeeeeerresereenuieiiiiuieniiiinieenirnnenieininnieennen, 4,862 13,914 6,946 —
Short-term Corporate Bonds «-----ssesssssssssssresssessessssssssssssssssssseenes _ - - — —
COrporate Bonds -+ -+ ersseressersserssenisieniie s 161,810 279,900 90,057 1,411

Oxiher Seammii@s 00000000000000006650000900900090009060960006GAATEAIEEII0V0AIACEAACA0AAAAATTIITTT 61,187 616,935 1,015,865 747,942
Foreign Bonds «veserserssersseisseieisieiieic s 52,779 522,615 842,493 494,688
Others 8,407 94,319 173,372 253,253

el c000000000000000000000000000000GACAOINEBALINCOSEATONCEGATIDICABABICICCATIOACACABICICACAAIHAITI0D ¥ 400,070 ¥ 1,205,365 ¥ 1,417’419 ¥ 1,066,828

Millions of Yen
Book Value

More than 1 year

More than 5 years
1 year or less but less than but less than More than 10 years

March 31, 2007 5 years 10 years

BONAS +eeveerrerseemmenieniete ittt ettt st a e sas b ¥ 344,357 ¥ 960,828 ¥ 535,419 ¥ 55,069
(€ O T I T I O SR 196,627 463,310 410,683 53,060
Local Government Bonds «-:eeeeeeeeeereeerermuiinieeiuieniiiiiienieriiensenninneeennen, 5,109 23,829 33,045 —
Shiiiiieimm Coipmiie Bemak scomorommeommmomommoomorormossorosorocroo: _ _— _— _—
COrporate Bonds «wssrsserssrrsesssesssissisisiscii s 142,620 473,689 91,690 2,009

Other Securities 264,901 712,136 628,122 661,043
Foreign Bonds «wssesesersesssesiesinmeissisiisiiei 164,101 522,380 600,519 436,140
OiIhEEs c00000000000000000000600069000000EICTONEEEAENEICILICABIINNKIBITOCOGATADICAGATIVAATOOTOCD 100,799 189,756 27,602 224,902

10 ) [ O RO ¥ 609,258 ¥ 1,672,965 ¥ 1,163,542 ¥ 716,112

(i) Investments in Subsidiaries and Affiliates with Fair Value (Non-consolidated)

There were no corresponding items at March 31, 2008 and 2007.

29. Valuation Difference on Available-for-Sale Securities

The following table shows component items of “Valuation Difference on Available-for-Sale Securities” in the consolidated balance sheets.

Millions of
Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
Valuation Difference on Available-for-Sale Securities...........ccevvevieieiievieiiieieieecieeeeeenee. ¥ 111,382 ¥ 497,074 $ 1,112
Valuation Difference on Other Money Held in TTust .....ococvucucueuiirinieiiccieieeccecine — — —
ezl Vallisifiom IDMETERER  000000000000000000000000000050000000630009096500950500099096A0009000BI00CA00BAANAATA0AIC 111,382 497,074 1,112
Amount Equivalent to Deferred Tax Liabilities «-eeeeseeeereeseerrrserreeruieeririuiereerunineeernneneesnnnnns (45,383) (201,564) (453)
Total (before adjustment for Minority Interests) ............................................................... 65,998 295,510 659
L T ATt ST R — (46) (274) (0)
Parent Company’s portions in Available-for-Sale Securities owned by its affiliates - 6 (22) 0
Valuation Difference on Available-for-Sale Securities ««+-«+sseseeseeseeseeieniininiiniiniiiiniiiiins ¥ 65,958 ¥ 295,213 $ 658

1) Valuation difference does not include 243 million yen and 643
million, expensed as the result of the fair value hedging at March
31, 2008 and 2007, respectively.

2) Valuation difference includes foreign currency translation adjust-
ments on foreign securities with no available fair value and investment

associations.
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30. Fair Value Information for Financial Derivatives

(a) Interest Related Transactions

Interest related transactions at March 31, 2008 and 2007 consisted of the following:

Millions of Yen
2008 2007
Contract Value Contract Value
Fair Valuation Fair Valuation
Total 1OYver Value Difference Total 1C‘){ver Value Difference
ear ear
Listed
Interest Futures
- ¥20,238,554 ¥ 3,724,235¥ (60,221) ¥ (60,221) ¥19,454,224 ¥2,556,984 ¥ 1,635 ¥ 1,635
22,116,851 5,113,610 60,244 60,244 18,359,178 1,815,857 (2,537) (2,537)
Interest Options
SOId vvevevreremrimenitieieitieiesie e 331,025 — (84) (5) 2,165,560 — (85) 196
[Puiidheseal coosocoanossoosnsacoenmacacamassssasncosacn 459,345 — 49 (7) 1,711,491 _ 152 (180)
Over-the-Counter
Forward Rate Agreements
S@lkal oocaoa0cseaosecscsosocccacsmasaannssaconeaocseaososaan — — — — — . — -
Purchased — — — — — — — —
Interest Rate Swaps
Fix Rev-Flt Pay eeecerenenennneiciinnnnn 64,485,897 55,174,216 1,696,864 1,696,864 45,196,447 40,308,449 93,276 93,276
Flt Rov-Fix Pay «eeeeesenennnneicnnnnn 65,926,234 55,970,605 (1,631,984) (1,631,984) 45,193,109 39,820,712  (67,320) (67,320)

Flt Rev-Flt Pay «-eoeoeeeeeeenncicicicnnnnne 2,492,429 1,840,429 1,022 1,022 2,170,165 1,972,725 1,364 1,364
Interest Options
Sold cereereree 23,603,453 23,474,767 (261,514) (181,419) 21,087,970 21,036,136  (50,493) 39,215
Purchased «eerevereeeeeenennnniiici 18,365,956 18,157,553 425,079 195,310 12,951,464 12,939,464 93914  (38,989)
Others
Salkd] coommmoosomemcmoomoaiee _ _ _ _ _ _ _ _
TPl cocomomomenonmmoonammmeroeonn _ _ _ _ _ _ _ _
Total «ooeeeeerrrrrriri __—— __— ¥ 229455 ¥ 79,802 _— __— ¥ (69905 ¥ 26,659

1) Transactions listed above are evaluated on mark-to-market basis
and calculated valuation difference is reflected on the consolidated
statements of income.

The schedule above does not include derivatives transactions
which are subject to hedge accounting treatments based on
“Treatment for Accounting and Auditing of Application of
Accounting Standards for Financial Instruments in the Banking

Industry” (the JICPA Industry Auditing Committee Report No.24).

2) Fair values of listed transactions are calculated mainly using the
closing prices on the Tokyo Financial Exchange and on the Tokyo
International Financial Futures Exchange on March 31, 2008 and
2007, respectively. Fair values of OTC transactions are calculated

mainly using discounted present value and option pricing models.
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(b) Currency Related Transactions
Currency related transactions at March 31, 2008 and 2007 consisted of the following:

Millions of Yen

2008 2007
Contract Value Contract Value
Fair Valuation Fair Valuation -
Total IOY\;Z Value Difference Total 1OY\;earr Value Difference
Listed
Currency Futures
S@elldl oocosocoossscacanssscatassescatemsscanasasscancasssan ¥ — ¥ — ¥ — ¥ — ¥ — ¥ — ¥ — ¥ —
IPuiRd hESEE)  soacoosoneoconansosconoococamn006060000000000 — — — — _ _ J— _
Currency Options
Sold — — — — — — — —
[PiRd nesEa) oposocooonosscancosacanacocaconanocancococans — _ _ _ _ _ _ _
Over-the-Counter
CUrrency SWaps «-eeeesesesesesssissiininiiiines 907,893 814,184 29,733 29,733 270,125 99,331 46 46 -
Forward
SOLd -verveererneniieent e 3,804,622 582,392 100,595 100,595 2,810,313 265,427  (38,889) (38,889)
Purchased ««+eoeeeresenenennii 4,519,754 709,474 (124,816) (124,816) 3,394,952 411,540 52,899 52,899
Currency Options
Sold 2,769,260 1,545,083 (118,900) (20,113) 2,517,170 932,301  (58,089) (1,427)
Purchased ««eeoeeeressenmneniniiiiii 2,592,346 1,390,913 111,629 35,171 2,170,678 676,941 41,473 (2,808)
Others

¥ (1,759) ¥ 20,570 _— _— ¥ (2,558) ¥ 9,820

1) Transactions listed above are evaluated on a mark-to-market  3) Fair values of OTC transactions are calculated mainly using dis-
basis and calculated valuation difference is reflected on the consoli- counted present values and option pricing models.

dated statements of income.

2) The schedule above does not include derivative transactions

which are subject to hedge accounting treatments based on

“Treatment for Accounting and Auditing of Application of

Accounting Standards for Foreign Currency Transactions in the

Banking Industry” (the JICPA Industry Auditing Committee Report

]
=
o
>
o,
[

No.25), and transactions accompanied by foreign currency monetary
claims or obligations, which are either reflected on the consolidated

balance sheets at the end of the fiscal period or eliminated therefrom

in the process of consolidation.
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(c) Stock Related Transactions

Stock related transactions at March 31, 2008 and 2007 consisted of the following:

Millions of Yen
2008 2007
Contract Value Contract Value
Fair Valuation Fair Valuation
Total IOY\;earr Value Difference Total IOY\;earr Value Difference
Listed
Stock Index Futures
Swl@] ococooo00m0000s000000a000a000800000500m0a006a0a0G000000 ¥ 41,651 ¥ ¥ (383) ¥ (383) ¥ 100,111 ¥ ¥(1,274) ¥(1,274)
Purchased - reeeereeemremseemimiereeeienencens 40,753 — 35 35 66,261 _ 575 575
7,475 — (51) 14 53,965 — (334) 127
22,801 — 235 (100) 78,457 — 320 (345)
Over-the-Counter
Stock Options
Swild] ecccosaoossasacosssasaoossssssoomsacacammsacatanssscatDs — — _ — _ — — —
JPuRANESEE] coscacosssnsaoosanaccoontacaoa0n0caca000aaa000 - - — - — — — —
Stock Index and Other Swaps
Stock price index volatility receivable/
short-term floating interest rate payable -- — — — — — — — —
Short-term floating interest rate receivable/
Stock price index volatility payable ---- — — — — — — — —
Others
Swll@l ococoos00m00sas0000000000a000s000asa000ARGRcaRGsERa00 J— — — — — — — —
1P nesEal coososossoosooacanosseoannsacananasacancosacaco — — — — — — — —
Ttax| ccoosoooosonsocccancccaaasaacoonooooomoECEEaRENaaaaaEaaa0000 _——  __— ¥ (165) ¥ (434) - — ¥ (712) ¥ (916)
1) Transactions listed above are evaluated on a mark-to-market  2) Fair values of listed transactions are calculated mainly using the
basis and calculated valuation difference is reflected on the consoli-  closing prices on the Tokyo Stock Exchange.

dated statements of income.
The schedule above does not include derivatives transactions

subject to hedge accounting treatments.
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(d) Bond Related Transactions
Bond related transactions at March 31, 2008 and 2007 consisted of the following:

Millions of Yen
2008 2007
Contract Value Contract Value
Fair Valuation Fair Valuation
Total IOY\::r Value Difference Total 8{\::; Value Difference
Listed
Bond Futures
SOId e ¥ 1,032,127 ¥ — ¥(3,958) ¥(3,958) ¥1,101,633 ¥ — ¥ 3,526 ¥ 3,526
BTG s senmsereenm e 982,222 _ 349 349 1142550 @ — (3,769)  (3,769)
Bond Future Options
SOld e 150,930 — (549) 230 340,376 — (379) 287
Purchased ......cccoovvveviviiiiicieeeeeeeee 82,861 — 413 (275) 474,311 — 362 (533)
Over-the-Counter
Bond Options
SOId e — — — — — — — —
Purchased .....ccooveeieieieieieeseeeene — — — — — — — —
Others
Sold i — — — — — — — —
Purchased .....ccccooevierienieieieieieieceienn — — — — — — — —
Total «oooeeeeerieniiiininiiiiiiiiiiii e —— ¥(3,745) ¥(3,653) — ¥ (260) ¥ (489)
1) Transactions listed above are evaluated on a mark-to-market  2) Fair values of listed transactions are calculated mainly using the
basis and calculated valuation difference is reflected on the consoli-  closing prices on the Tokyo Stock Exchange.
dated statements of income.
The schedule above does not include derivative transactions
subject to hedge accounting treatments.
(e) Commodity Related Transactions
There were no commodity related transactions at March 31, 2008 and 2007.
(f) Credit Derivatives Transactions
Credit derivatives transactions at March 31, 2008 and 2007 consisted of the following:
Millions of Yen
2008 2007
Contract Value Contract Value
Fair Valuation Fair Valuation
Total IOY\;earr Value Difference Total 8{\;1 Value Difference
Over-the-Counter
Credit Derivatives
SOId. weerreeeseereeessseeseessseseseess e e ¥ 80,000 ¥ 80,000 ¥(1,870) ¥(1,870) ¥ 81,000 ¥ 81,000 ¥153 ¥ 153
Pliitelmggal ccomosooeomesmmsoommommmnmommmmesaos 70,057 70,057 2,455 2,455 264,209 264,209 (679) (679)
T oAl c+seerereereeeeereressenessensasessssssassesesnssesassennen __—  ___— ¥ 584 ¥ 584 ___— ___—  ¥(525) ¥(525)
1) Transactions listed above are evaluated on a mark-to-market  2) Fair values are calculated using discounted present value.
basis and calculated valuation difference is reflected on the consoli- 3) “Sold” indicates credit risks assumed, and “Purchased” indicates
dated statements of income. credit risks transferred.

The schedule above does not include derivative transactions

subject to hedge accounting treatments.
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31. Provision for Retirement Benefits

The liabilities from the retirement benefits which are included in the consolidated balance sheets as of March 31, 2008 and 2007 con-

sisted of the following:

Millions of
Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
ProjectediBenchti@blisationt s e e S R ¥ (235,645) ¥ (230,848) $(2,352)
Plan Assets (fair valtie) «oseeeeeeeeeseemmmimii 237,143 310,612 2,367
Unfunded Projected Benefit Obligation ............................................................................ 1,498 79,764 15
Unrecognized Net Actuarial Gain (Loss) «+-+s+ersersseemsseemsssmssemmmseiinniisiissiiissiiesisseissnisenns 66,683 (10,294) 666
Unrecognized Net Prior Service Cost « s wrserrrsrrsrsismmssmnseinsiisisisissesissisissssssssesssssnennes 1,354 842 14
Net Amount Recognized in the Consolidated Balance Sheets - 69,535 70,313 694
Prepaid Pension Cost (<) (INOte §) «wrreerrrerersemiiiniiiiiiiiiii e 79,172 80,391 790
“Iitg1zal] coooanocooa0m00c0000006000000GAB0EEACEONENEACECEANACAINNHGACTYNAGIAINNNACANONCOACBINACOGANINCCOGANOOCEABA0OCTACC0000AI00 ¥ (9,636) ¥ (10,078) $ (96)

Retirement benefits expenses, which are included in the consolidated statements of income for the years ended March 31, 2008 and

2007, were consisted of the following:

Millions of
Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
Service Costs-Benefits Earned during the Fiscal Period «+:+eesererereeesnnniiiiiis ¥ 6,153 ¥ 5,049 $ 61
Interest Cost on Projected Benefit OBIGAtion «-------sssessssssseseesressmsssesssmssssssssssssssssessssssssees 4,566 4421 46
Expected Reiiim @i 1P ASSEES cocoonmococonmoonsnensosnnmmeonnnemeonsneasseeaemmnseaneneacemmpanoeannososeanooss (12,408) (14,091) (124)
Aaneitzinen o 1Pirer Seirviee CE smoocomommosonenoosenmmomnoneesmsmenaeaemmmeaesmmmeeemnoneeemmmoeammoseenanooss 318 320 3
Amortization of Net Actuarial Gain (LLoss) «++seeseesseerseseeneniimniiiiiiiiii 2,517 (1,779) 25
Others (205) 974 2)
Retirement Benefits FXPENSes - eeeeeresssssseeeesessmsssressssssmasseessssssssessssssssssesssssssssscsseess ¥ 942 ¥ (5,105 $ 9
Gains on Return of Retirement Benefit Trusts (=) eeeeeeeeeseesemiemniniiniiiiiiiiis ¥  (9,969) ¥ — $ (100)
Tyl soomoocon00m000000000000000006aB00CEAENOOCEEABACITACAEITITCAEALITICAAABITICAAABTCOCABINICAGABIOCTAAIOAEAEIICACATIOAAIC ¥ (9,026) ¥ (5,105) $ (90)

The discount rate used by the Bank was 2.0% for the years
ended March 31, 2008 and 2007. The rates of expected return on
plan assets used by the Bank were 2.0 — 4.7% and 2.0 — 4.8% for
the years ended March 31, 2008 and 2007, respectively.

32. Stock Option Plans

The estimated amount of all retirement benefits to be paid at
the future retirement date is allocated equally to each service year

using the estimated number of total service years.

The Bank maintains stock option plans from 1999. Under the plans, options are granted at 105% of the average market closing price

during the month immediately prior to the month when the options were granted. The following tables are the summary of the stock

options plans at March 31, 2008 and 2007.
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(a) Stock Option Plans

Notes to Consolidated Financial Statements

Year Ended March 31, 2008
Resolution Date

June 27, 2003

Jo snjes / ebesssiy 03D

1UBWIISBAU| Hpal1) sesasianQ

Number of Eligible Persons by POSItions «««----:ssssereeesssssseseesessassrseeseesas D 13

Executive Officers 13

Employees 415
Total Number and Type of Stock Granted «««-«-eseeeseserennnseiiicnnniene 1,186,000 shares of Common Stock w
(GLAMIE IDALE ~=+=+toaessenessonassasesasteseasesessatassateasaseneaseaeasatessosessasase sesseteneasaneas June 30, 2003 %-
Prerequisite to be Vested - None i
Required Service Period «sssssrmmrseerrrrrrrrrrrrssssssssssissssssssnsneessssssssssnos Neme o
IBsarieia IPEHiEE] 0oo0oc000000000000000000000000000000000000000900GAA0EOCENOBOCIOOBICOCIOOEIOOOGITIO0CD from ]uly 1, 2005 to June 30, 2007 %
Year Ended March 31, 2007
Resolution Date June 27, 2003 June 27, 2002
Number of Eligible Persons by Positions «::tceeeesesescieciiiiinincnes Directors 13 Directors 13

Executive Officers 13 Executive Officers 13

Employees 415 Employees 400 o
Total Number and Type of Stock Granted ««-++eeeeeeereeicicinnnniiccies 1,186,000 shares of Common Stock 2,514,000 shares of Common Stock %
) e June 30, 2003 July 23, 2002 §
Prerequisite t0 be Viested «wvevrerererimieviiimiinimisiiininiisininnisesissisiens None None 3
Required Service Period - srrrossrersssseresssrersserressseemssserreseeee None None 3
B ERaiae IPEHEE] somomrmmomomomms0mmenmnoesommm0mmmneomsaamaOmas0m0maaRaRORaaOmaaOaoaas0m0m0o00 from July 1, 2005 to June 30, 2007  from July 1, 2004 to June 30, 2006 g
(b) Size and Change of Stock Options
1) Number of Stock Options

Shares
2008 2007

Resolution Date June 27,2003  June 27,2003  June 27, 2002

Unvested Stock Options
At the Beginning of FiscalliYear -ttt — — _

>
o)
®
o
e}
3
24
=
o
=
-
0
®
=
T
o
]
2
C
>
D
(2]

Climigal cooeososomommmommsmmmomomosomo . _ _ _
FOLEEILE +++evrtrersenseusestsosnstassassstussaseussocssustassstssssssassassssastastssssssesastassssassastassastssaseasessanesssassass _ _ _
WEsitaz!, oc00000000000000000060000000000000006500060660099096AATAOTOATEACAOOBICILACABIAITOGAINACICACINAOICATCOGATIOICABAVINOIOITCCCD — — —
At the Fnid OF FISCAl YEar «esseeesessesessesssesesssssassesasssssssssessssessesessssssessssssssassessssesssssessssessenssecs _ _ _
Vested Stock Options
At the Beginning of Fiscal Year « - wweeeseeusrimimmsiiimniiieiiiii e 99,000 501,000 470,000 =
WEsitaz!, oc00000000000000000000000000600000006500060560009006A0TAOTOATEACAOOBICICACABIAINTOGAINACACAINAXIGITEACATIOICACATIAOACIVCCCD — — — §
D rer e USRS 94,000 401,000 458,000 %
Forfeited 5,000 1,000 12,000
A% ahe 18mel @fF 15sesall Wiair cosnocco000000000000000000000000000000000006000000000000000000006GA00A0000AAI00000AAI0I00BACI000C0GI00 _ 99,000 _
<3
o 0 77
2) Price Information e
«Q
Yen %
[0}
2008 2007 2
Resolution Date ]une 27,2003 ]une 27,2003 ]une 27,2002
FEXEICISE PIICE +vevveeerreermueemmueemuueensueenseeeauneeaseeeseesneeeseeeaseeeaseeeaneeeaseeeuseeanseeeneeeaseeenneeneesnseeeaneens ¥ 415 ¥ 415 ¥ 656 ﬁ
Weighted—Average IBareise IDrie Siwdk IPH@e  0000000000000000000000000000000000000600000066000000000009CAOABEOAOAICO0 1,217 1,285 1,171 g
%.
=%
g
=)
o
=
3
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33. Income Taxes
Income taxes which consist of corporation, inhabitant and was less than 5%.

enterprise taxes, are calculated based on taxable income. For the year ended March 31, 2007, the approximate effective
For the year ended March 31, 2008, difference between income tax rate was 40.60%, and the effective tax payout ratio after

approximate effective income tax rate and effective tax payout ratio  adopting deferred tax accounting was 35.01%.

Deferred tax assets and liabilities at March 31, 2008 and 2007 consisted of the following:

Millions of
Millions of Yen U.S. Dollars
(Notel)
2008 2007 2008
Deferred Tax Assets:
Devaliaiien 6f SEEIHiHEs  coorsescesanmmmeomoneensoeee6EaaeeessammeeoamnseeaEeeaEEaREesstaaaecoIBnE00EaaEaaaEass ¥ 52,474 ¥ 33,053 $ 524
Allowance for Loan Losses
(including Direct Write-offs of Loans with Guarantees or Collateral) ««eeeeeeeeeneeece 42,602 40,255 425
Provision for Retirement Benefits «+««-sseeeeeeseeerrueeteeruiirietiuiinieeiiiiinietiiinneeeiieneenieeenn, 15,874 15,896 158
Tavz Losses Canmeal [B@mmaigl soscosoccsscsancoommonosossnnmeeessasesasmomuomaneosnnmaecosaaasesassoaeooanooonnaacaos 7,113 13,098 71
Unrealized Gains (Losses) - - 174 5,463 2
@ T TSI ——— o 31,550 41,860 315
T I - « ¥ 149,789 ¥ 149,627 $ 1,495
Valuation AlloWance «-«e-seeeeeeeeeernnieeeeenninaennannns 00 (13,445) (22,077) (134)
Amount set off Against Deferred Tax Liabilities - (53,293) (101,363) (532)
DX tarmasl s AGIEES 0000000000005000000099009006900000000AGAANTTTR009000ICCAAC0AAOCAABAAITITITA0T000I0CAAA0AACAAACAIITIIIT00 ¥ 83,050 ¥ 26,187 $ 829
Deferred Tax Liabilities:
Valuation Difference on Available-for-Sale Securities -+« ++ssssseseseensieisssinniininninnn 45,235 201,455 451
OilnaEms  coocoos00090090000000006666605905300939099906I0CAAOEERAEEIETTT0OI0III0C0ICEAACEAAEEEITTTTC00000090000000ACEAAEETRETTT0000 8,256 7,242 82
StulbigizEl] ocooe00000009000000006006000066590090G09099AAAAAEEAEAENAEAAVTTITATIIIICATCEAACAAAAAAATTTITIVIAVVICCATCEAACAAAIID ¥ 53,491 ¥ 208,698 $ 534
Amount set ofngainst IDxaftarmiaal Tlast AGHEES c00000000000000000009000006090906060600065090AACAEANEOTAE0GT (53,293) (101,363) (532)
[DE Tl Tlesx I L B HElas  cooososoonsocacm0n00000000000000000000000000000000000030000003G0000AGACIDICABAAIDICABATOOTOAACIOTTD ¥ 198 ¥ 107,334 $ 2

34. Segment Information
(a) Business Segment

The following tables present information attributable by business for the years ended March 31, 2008 and 2007, and identifiable
assets of each business at March 31, 2008 and 2007.

Millions of Yen

Year Ended March 31, 2008 Trugltlsl?zgsl;ing éﬁ?ﬁllgsgs Fina%ﬂ?il;f:;la[ed Total Elimination Consolidated
Income:

Unaffiliated Customers «««-«eeeeeeeesueene ¥ 699,290 ¥ 355,418 ¥ 52,389 ¥ 1,107,099 ¥ — ¥ 1,107,099

Intersegment ..................................... 15,259 476 1,549 17,285 (17,285) —
Total Income 714,550 355,894 53,939 1,124,384 (17,285) 1,107,099
Total Expenses ««e-eeeeeeveseesereneinenciciicnnns 582,598 347,320 47,309 977,228 (16,400) 960,827
Income before Income Taxes --«e-eeeeeeeee ¥ 131,951 ¥ 8,574 ¥ 6,629 ¥ 147,155 ¥ (884) ¥ 146,271
Total ASsets «+seeeseeesenesmenssieinieininiiiins ¥ 21,389,944 ¥ 1,140,201 ¥ 372,591 ¥ 22,902,737 ¥ (722,002) ¥ 22,180,734
Depreciation 13,922 932 458 15,313 — 15,313
Impairment «-:eseeeeeee 82 63 23 170 — 170
Capital Expenditure ««eoeoeeeeeeeeecnencnennes 21,336 2,379 551 24,267 — 24,267
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Millions of Yen

Year Ended March 31, 2007 Trl‘gagﬁ::(sing éﬁsiségsgs Fina%ﬂ;ll;l::sla[ed Total Elimination Consolidated
Income:

Unaffiliated Customers «««-«eeeeeeeeueen ¥ 575,825 ¥ 241,472 ¥ 41,282 ¥ 858,580 ¥ — ¥ 858,580

TNCEISEGMENL ++rovssersvssersussersissniussinions 4,574 242 9,209 14,025 (14,025) _
Total Income «eeeeeeeermeenisenninniininins 580,399 241,714 50,491 872,606 (14,025) 858,580
Total Expenses ««e-eeeeeueseseseneniniencicicicnns 431,779 231,598 31,911 695,288 (4,486) 690,801
Income before Income Taxes ««-++-eeeseeees ¥ 148,620 ¥ 10,116 ¥ 18,580 ¥ 177,317 ¥ (9,538) ¥ 167,778
Total Assets ¥ 20,209,834 ¥ 1,114,690 ¥ 240,724 ¥ 21,565,248 ¥ (562,183) ¥ 21,003,064
Depreciation ......................................... 12,997 635 439 14)071 J— 14,071
Impairment ........................................... 6)950 102 35 7)088 — 7,088
Capital Expenditure ««e-eoeeeeeeeeecnencneenns 61,405 2,049 530 63,985 — 63,985

Millions of U.S. Dollars (Note 1)

Year Ended March 31, 2008 Trhgagigsl;ing éﬁ;srilgsgs Fina%ﬂ;l;lg:slamd Total Elimination Consolidated _
Income:

Unaffiliated Customers ««-:eeeseeeeseseenes $ 6,980 $ 3,547 $ 523 $ 11,050 $ = $ 11,050

Intersegment 152 5 15 173 (173) —
BT — 7,132 3,552 538 11,223 (173) 11,050
Total Expenses «eeceeeesesesecicicieinininennnes 5,815 3,467 472 9,754 (164) 9,590
Income before Income Taxes +++seseseeeeses $ 1,317 $ 86 $ 66 $ 1,469 $ 9) $ 1,460
T Otal ASSELS «vereerereosereoneresserennaressonesasnens $ 213,494 $ 11,380 $ 3,719 $ 228,593 $ (7,206) $ 221,387
Depreciation - 139 9 5 153 — 153
e T T —————— 1 1 0 2 — 2
Capital Expenditure .............................. 213 24 6 242 — 242 -

1) Business segment is determined by the principal business of each
consolidated subsidiary.
2) The primary contents of each business segment are as follows:
(1) Trust Banking Business: trust banking and its supplemental
and associated businesses.
(2) Leasing Business: leasing business.
(3) Financial-Related Business: real estate secured loan, credit
cards and other businesses.
3) The tables above list Total income and Income before income
taxes, instead of Gross sales and Operating profit of companies in
other industries.

4) Capital expenditures include IT related investments.

(b) Geographic Segment

5) For the year ended March 31, 2008, Provision for reimburse-
ment of deposits is provided for the deposits which are no longer
accounted as deposit under certain conditions against the estimated
future reimbursement requested by customers calculated based on
the past reimbursement record. Deposits which had not been for-
merly recognized as liabilities were booked as expense when they
were reimbursed. This provision was introduced by the new
accounting treatment made possible by the JICPA Auditing and
Assurance Practice Committee report No.42. As a result of this
adoption, Income before Income Taxes for Trust Banking Business

decreased by 819 million yen.

The following tables present information attributable to domestic and overseas operations for the years ended March 31, 2008 and

2007, and identifiable assets of each operation at March 31, 2008 and 2007.

Millions of Yen

Year Ended March 31, 2008 Japan Americas Europe Ié)sizaanni‘ai Total Elimination Consolidated
Income:

Unaffiliated Customers ««-:+esseseeeees ¥ 972,096 ¥ 62,434 ¥ 49,381 ¥ 23,186 ¥ 1,107,099 ¥ — ¥ 1,107,099

Intersegment - 23,703 17,289 3,681 5,356 50,029 (50,029) =
Total JIM@EGITIE  c000006555000006690000000600500000500 995’799 79’723 53’062 28’542 1’157’128 (50,029) 1’107’099
Total Expenses «+:eeeseseseseeueucicuccninnnnes 794,965 89,068 97,968 26,209 1,008,211 (47,383) 960,827
Income before Income Taxes +--+eeeevee ¥ 200,834 ¥ (9,345) ¥ (44,906) ¥ 2,333 ¥ 148916 ¥ (2,645) ¥ 146,271
Total ASsets «eeremeesereenenessenmsenininiiinnens ¥21,217,581 ¥1,538,712 ¥ 928,336 ¥583,634 ¥24,268,265 ¥ (2,087,530) ¥ 22,180,734
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Millions of Yen

Year Ended March 31, 2007 Japan Americas Europe IC\)Siz;:lig Total Elimination Consolidated
Income:

Unaffiliated Customers ««---eseeeeseeeens ¥ 742,478 ¥ 46,825 ¥ 42,642 ¥ 26,634 ¥ 858,580 ¥ — ¥ 858,580

Intersegment 13,614 10,859 2,570 3,855 30,899 (30,899) —
Total Income -+ 756,092 57,684 45,212 30,489 889,479 (30,899) 858,580
Total Expenses 596,926 52,056 42,598 28,446 720,028 (29,226) 690,801
Income before Income Taxes +-:--eeeeve ¥ 159,165 ¥ 5,628 ¥ 2,614 ¥ 2,042 ¥ 169,451 ¥ (1,672) ¥ 167,778
Total Assets «oveeeeseesueeiminiininiiiiiaiins ¥ 19,424,891 ¥ 1,506,628 ¥1,050,218 ¥509,191 ¥22,490,930 ¥ (1,487,866) ¥ 21,003,064

Millions of U.S. Dollars (Note 1)

Year Ended March 31, 2008 Japan Americas Europe gﬁ:{ﬁg Total Elimination Consolidated
Income:

Unaffiliated Customers ««---eeeeeeeeenes $ 9,703 $ 623 $ 493 $ 231 $ 11,050 $ — 3 11,050

Intersegment 237 173 37 53 499 (499) =
Tzl InEeim@  occoomcocsosocssonococonosonsmm 9,939 796 530 285 1 1,549 (499) 11,050
Total EXPCHSCS ................................... 7,935 889 978 262 10,063 (473) 9,590
Income before Income Taxes ««+«c+eeee- $ 2,005 $ 93) $ (448) $ 23 $ 1,486 $ (26) $ 1,460
Total Assets «wrreeeeseeseeseerusieniiniiniinienine $ 211,773 $ 15358 $ 9,266 $ 5,825 $ 242222 $ (20,836) $ 221,387

1) The tables above list Total income and Income before income
taxes, which are classified each regions into geographic proximity,
similarity of economic activities and relationship of business activi-
ties, instead of Gross sales and Operating profit of companies in
other industries.

2) Americas includes United States, Europe includes United
Kingdom and Asia/Oceania includes Singapore.

3) For the year ended March 31, 2008, Provision for reimbursement

of deposits is provided for the deposits which are no longer account-

(c) Total Income from Overseas Operations

ed as deposit under certain conditions against the estimated future
reimbursement requested by customers calculated based on the past
reimbursement record. Deposits which had not been formerly recog-
nized as liabilities were booked as expense when they were reim-
bursed. This provision was introduced by the new accounting
treatment made possible by the JICPA Auditing and Assurance
Practice Committee report No.42. As a result of this adoption,

Income before income taxes for Japan decreased by 819 million yen.

Total income from overseas operations for the fiscal years ended March 31, 2008 and 2007 consisted of the following:

Millions of Yen Ll}/[ Sil.lilgr‘ﬁ]:i
(except for percentage data) (Notel)
Year Ended March 31 2008 2007 2008
Total Income from Overseas Operations (A) «---swwsseerseerseeissemisimnsimneisinsinass ¥ 135,003 ¥ 116,101 $ 1,347
Consolidated Total Income (B) «+veeeeeeeesmemsminiimniiiiiiiii, 1,107,099 858,580 11,050
(A)/(B) cvveereennenneete et 12.2% 13.5% _

1) The table above shows Total income instead of Gross sales from
overseas operations of companies in other industries.
2) Total income from overseas operations consists of income from

transactions of overseas branches of the Bank and consolidated

35. Related Party Transactions

overseas subsidiaries (excluding internal total income among con-
solidated subsidiaries). These extensive transactions are not catego-
rized by transaction party, and geographic segment information is

not presented.

There were no material transactions with related parties to be reported for the fiscal years ended March 31, 2008 and 2007.
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Financial Section

36. Amount per Share

Notes to Consolidated Financial Statements

Net income per share and Net income per share (fully-diluted) for the years ended March 31, 2008 and 2007 consisted of following:

Average Common

Net'h?come (Loss) Stock Outstandin. Per-Share
[Millions of Yen] (= Shar%s] Amount
Year Ended March 31, 2008 (Numerator) (D) [Yen]
TNt TSI comoseommmemmmomamoeemeamenaoamRCoaEEraEaBOEXOSROnCOAERCCAEAACEORCRaDEXCODXCOD0S ¥ 82,344
Basic Net Income per Share
Net Income Available to Common Shareholders «-«eeoeeeeeeieeiiininninii, 82,344 1,674,645 ¥49.17
Effect of Dilutive Securities
NKTALLAILES =+e-stssssesentesessssmssesessasessasesassssmssssessatessasesmnsesessesmssatessatessasesessesentasessatess 10
Fully-Diluted Net Income per Share
Net Income Available to Common Shareholders with Assumed Conversions ¥ 82,344 1,674,655 ¥49.17
Net'Ir}come (Loss) é\t Zirgoeﬁ;::g&n Per-Share
[Millions of Yen] [T — Shar%s] Amount
Year Ended March 31, 2007 iioeciesier) (Denominaor) [Yen]
NIt TIGEIFIE commomommomommasmsommam0mmasomooasas0masasaRasOaR oA a0a5 oAU oROURaaa0S ¥ 103,820
Basic Net Income per Share -
Net Income Available to Common Shareholders <+« eeeerrseeermmineriiiiiiniiiiieeeiiieeeeeiianns 103,820 1,673,128 ¥ 62.05
Effect of Dilutive Securities
NWALTAIILS +eeeovvrocevsstvocconstorontsoacsvsssorsstssossnsssvessorsessesssesasssssarsstvosasssssvessorssssessarestvssasnsssve 283
Fully-Diluted Net Income per Share
Net Income Available to Common Shareholders with Assumed Conversions -« ¥ 103,820 1,673,412 ¥ 62.04

Net assets per share is calculated by dividing Net assets excluding the amount of Preferred stock, Dividends on preferred stock out-
standing and Bonuses to directors by the number of common stock outstanding at each year-end.

Net assets per share for the year ended March 31, 2008 and 2007 consisted of following:

Net Assets C%“:i;‘;zdsiTCk Net Assets
[Millions of Yen] ke off S%ares] per Share
Year Ended March 31, 2008 (Numerator) (Denominator) [Yen]
Net Assets as Reported ................................................................................................... ¥ 1,280,954
Less:MINOTity INTELESts «+rvsseeeessscssssstssssssmssstossssrumsserisssessiniisimnsisisnsesisnsesisssssisisssssssssssssios (209,586)
Net Assets Available to Common Shareholders «+««« sseerrreeeemminiiiiiiiiiiiiiiinieiiiiineeerieeeeeaes ¥1,071,368 1,674,651 ¥ 639.75
Net Assets an:gltZﬁ(iE)Ck Net Assets
[Millions of Yen] bl oft S per Share
Year Ended March 31, 2007 (Numerator) (Denominator) [Yen]
Net Assets as Reported ................................................................................................... ¥ 1,447,907
S IO T A D TS S R ———————— (210,749) o
N Acsais Avallle o Commen Shamahalilas smosesmsesmmosesmmmsmmmnommommeommmmmesmmosmmsosd ¥ 1,237,157 1,674,605 ¥ 738.77 §
=

37. Subsequent Event
For the fiscal year ended March 31, 2008, the Bank held a
meeting of its Board of Directors on May 26, 2008 and resolved to

sary procedures based on related laws and ordinances.
Capital Stock

establish a wholly owned subsidiary in the Cayman Islands named Common Shares: 1,600 million yen

“STB Preferred Capital 4 (Cayman) Limited” (hereafter “Preferred
Capital 4”). Preferred Capital 4 became a specified subsidiary of ~ (b) Total Number of Outstanding Shares and Proportionate Interest
1) Common Shares: 1,600,000 Shares

Preferred Securities: 110,000 million yen

the Bank by the issuance of preferred securities on June 24, 2008.

(a) Company Information 100% owned by the Bank
1) Company Name 2) Preferred Securities: 11,000 Shares
100% owned

STB Preferred Capital 4 (Cayman) Limited

2) Purpose of the Establishment and Business Information by entities other than the Bank

Non-voting securities

The purpose of the establishment of Preferred Capital 4 is

to issue preferred securities and to make subordinated loans to
There were no material events to be reported for the fiscal year

ended March 31, 2007.

the Bank. All amount of the issuance, which is used for the
Bank’s capital injection, is expected to increase the Bank’s Tier I
capital under BIS capital adequacy requirements after the neces-
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Financial Section | Independent Auditors’ Report

To the Board of Directors of

The Sumitomo Trust and Banking Company, Limited:

We have audited the accompanying consolidated balance sheets of The Sumitomo Trust and Banking Company, Limited (the “Bank”) and
consolidated subsidiaries as of March 31, 2008 and 2007, and the related consolidated statements of income for the years then ended, the
consolidated statement of changes in net assets for the years then ended, and the consolidated statements of cash flows for the years then
ended, expressed in Japanese yen. These consolidated financial statements are the responsibility of the Bank’s management. Our responsi-

bility is to independently express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan. Those standards require that we plan and per-
form the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presenta-

tion. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated financial
position of the Bank and consolidated subsidiaries as of March 31, 2008 and 2007, and the consolidated results of their operations and

their cash flows for the years then ended, in conformity with accounting principles generally accepted in Japan.

Without qualifying our opinion, we draw attention to the following.
As discussed in Note 3(b) to the consolidated financial statements, the Bank has started to adopt Paragraph 30-2 of the “Practical
Guidelines for Deferred Tax Accounting in Consolidated Financial Statements” (the JICPA Accounting System Committee Report No.6,

March 29, 2007) from the fiscal year ended March 31, 2008.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended March 31, 2008 are pre-
sented solely for convenience. Our audit also included the translation of yen amounts into U.S. dollar amounts and, in our opinion, such

translation has been made on the basis described in Note 1 to the consolidated financial statements.

KPMG AZSA & Co

Tokyo, Japan
June 27, 2008
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Financial Section | Statements of Trust Account (Unaudited)

Millions of

JUBWISOAU| 1IP8I) SessIen)
Jo snjes / ebesssiy 03D

Millions of Yen U.S. Dollars
(Note 1)

At March 31 2008 2007 2008
Assets:
Loans and Bills Discounted (INOLE 2) +eeeereesmeenensiitieientt et ¥ 447,059 ¥ 591,989 $ 4,462
T LIS N O I I ———— 11,508,943 10,496,104 114,871
Money Held in Trust 61,015,610 50,601,325 608,999 %
Sereivitites 1R I (i (Cliriarely AGEOITIIES oxeresrsernrcesserescersreeseees eSS E S F e 434,419 399,129 4,336 é
Money Clailiing  coscossconaoosssm0c600660066a0609959900099089000006AAREAAREEREEITI000DIICC0REEEAEEAAEEERORITR0000000C0000EEAEEE0 8,908,810 7,058,417 88,919 %
Tangible Tl AGIE(S 5000009900000000000000096600655900090099000900AAC0AAEAAITATITITIIVVI0NACAAACOAAEAAICITITITI00I00CITT 4,343,235 3,854,098 43,350 g
TicezrayTte TFfbard] AR oocommemmoooocoommommoooncaoeromooosc oo 0000 33,370 23,865 333 -
Other CLAIMS «veveserererermmermnmererieitit ittt ettt s s sttt es s s ea st eseaese s s s s aeseanssnan 2,822,637 2,524,875 28,173
CAlll Igamg socoosconosoosssssscoaaascesaEomuEmOEEmmEEII0E00EEERIEEREEEIUCOTOEaaEEII0ACEAAAEIIEEEICCO00Ea0CE000000EAAREAINNTEIC000 45,100 3,800 450
Loans to Banking Account (NOte 4) «crsseeussesussrimsiiimmiiumnsiimissiissimsssimsssimsssimssssisssss 747,554 1,319,548 7,461
Cash and Due from Banks 227,355 276,793 2,269
Tzl AGIEI 0000000000000000000000000090099GAAN00NOCANAEAATATTTOITAANICCAAVAAIAGAABAAATIVTBOONNAXCEACAAAAGAATATITITTOO0I000ICC0T ¥ 90,534,098 ¥ 77,149,949 $ 903,624
Liabilities: &
O ey S S I O O 25,545,526 21,369,242 254,971 £
Peingiem TSI 0o0000000000000000000000000600009006ABNOCEAANEOGEAAIINIEAAIINIBACIINEBACANDDOEANNDICOGABNOICABANOOCOTAEI000D 7,100,851 6,970,683 70,874 %
Property Formation IBem@fi THRISES  c000000005500090009000906090000660G0GEIGTAT00090IIICEAACEAARAAATAIITITI00I00TICTTT 7,203 8,207 72 Py
L0an TrUsts (NOLE §) wreesseesresscssrmiemsinsssssessesssessssssssssssssssssssssesssssssssssssesssssssssssessssssssssns 278,182 685,561 2,777 §
Securities INVESTMENT TIUSES «wrwrererrrrererereermrsimsteseseseseseisssesesesesesesssesssesesesessssesssesesssenessnns 21,484,220 16,912,419 214,435
Money Entrusted, other than Money Trusts - 3,042,883 3,020,418 30,371
SECULIEIES TIUSES «+resereresersrseseremmmsiunsesesesesttietssssesesesstssesssesesessss s sasaesesesesssssassssenesesssssnan 15,885,157 13,535,165 158,550
Money Clettian THRIGES 0900000099666000006650605959900099009009900090GAATEITETTII0000IICCAAAAEARAAATTIITTII00ICIICAAACEOATTD 8,638,407 6,740,747 86,220
L TG T CRTETT o ———— _ 1,147 _
TLeviel ina] TR TEAIIGHS sosomonsomnsnmmsonmmsomensmmensesanscsansnsasansasanansaansaaneasaaanaoanacsanaosoRanaasaseoss 149,581 146,802 1,493
Composite Trusts - 8,402,083 7,759,552 83,861
Oxdhar Tifueis secosmoo00m5000006666665000990590909990950600066686E300AA0099000900II0C000EAREEEAEERAO0AI00900000000EEAREEEREEEA0000 0 0 0
RO IR D T S I ————— ¥ 90,534,098 ¥ 77,149,949 $ 903,624

See accompanying notes.
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Financial Section | Notes to Statement of Trust Account (Unaudited)

1. Basis of Presenting Financial Statements
The Trust account is separated from the Banking account in accordance with the Japanese Trust Law, which requires the trustee to
administer the trust accounts separately from other accounts.

U.S. dollar amounts are translated solely for convenience at the rate of 100.19 yen to 1.00 U.S. dollar, at March 31, 2008.

2. Loans and Bills Discounted
Loans and bills discounted at March 31, 2008 and 2007 consisted of the following:

Millions of
Millions of Yen U.S. Dollars
(Note 1)
2008 2007 2008
ILernE @ IDIEEAK 0000000000000000000000000000090000000IIAAAA0VIIBAAN0BIIBAANVIIIAITIVAOITIVAA0TITIAAVITIAACVIIIAC0VIITD ¥ 282,204 ¥ 347,082 $ 2,817
Leaing @in Bl ccccosooocnossossnsassonncacannncannnanosannnsosonmnona00mae00000000000550000003030000030I00AGATOITTANTE000 164,855 244,907 1,645
@il soosocoosssssccsaseasssascooseamooo00mB9060606666EEaREERNEITIIOBEITE000EEEAEEEITEOATODIOO0BDTIC000EEEAAEEATEONCODTB000BID00000 ¥ 447,059 ¥ 591,989 $ 4,462

The balances of Guaranteed trust account loans at March 31, 2008 and 2007 were 328,913 million yen and 428,943 million yen,

respectively, which included the following:

Millions of
Millions of Yen U.S. Dollars
(Note 1)
2008 2007 2008

Loans in Bankruptcy Proceedings ..................................................................................... ¥ — ¥ — $ —

Other Delinquent 1LEAING 00000000000000000000CABTICAEABITIOCABHICABABICICICAAIITABAAIVITCAAACITICOGANITICAGANVTTAATIOTTT 14,656 2,688 146

Loans more than Three Months Past IDUeE «-ceeeeeeeeeerreeeeemuiiiiieiuiiieiiiiiiieeriieeeeeiieeenneenn. J— J— J—

IREEAIE RG] RIS 0000005000005000000060000000650009096500050566000000063000A0ABI0000SEE00000GE0I0I0ACA0INIOIGAT00OTATT00CT 745 16,829 7
Note: Refer to page 78 for the definition of each item.

3. Securities
Securities held at March 31, 2008 and 2007 consisted of the following:
Millions of
Millions of Yen U.S. Dollars
(Note 1)
2008 2007 2008

GOVEINMIENT BOMAS ++vveveerrermmermeemmeniieiieiientesteetesreetesieesaeenesuteueesesaeessesusesssennesssessesnenne ¥ 4,935,952 ¥ 4,324,625 $ 49,266

Local GOVErnment BONdS «««--«c-eeeeeereesrersuerersreeruesreesueseessessuesstessesuessesssesseesseesesseessessnenne 381,452 294,706 3.807

Corporate [Beinals i@l IDEBEREIIHES coommoo0n0e0000000000006000000660080m60600mBI00GAM0EE0EE0AEO00EARIEIOROAEOC00ACA0 1,402,317 1,254,963 13,997

Stocks 2,504,860 2,469,301 25,001

FOLEIGN SECUTILIES -++ervserrssersseesssersssersseeis ettt 2,283,091 2,151,716 22,788

Oxihar SaaiiiEs 0ocm00000000000000000000000006a000NNGAAEEEAAAENANEENBAAICAOAAAAACAOAAC000AAIINNCAGIAI000AGA000COCG00000] 1,269 791 13

TlaxE]  000000000000000000000GE0NEOOCAB0NNACONBTOCAANBOGAAICEANNACOTOCOTACONAAOCAAVECAATO0AIAA0OOAIAADACOCA000A000000CA000GID ¥ 11,508,943 ¥ 10,496,104 $ 114,871

4. Loans to Banking Account
Loans to banking account are surplus funds generated through the management of trust assets, which is presented as Borrowed money

from trust account in the Banking account.
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5. Balance of Jointly-Operated Money Trusts

The Bank makes provisions for possible loan losses from
Jointly-operated money trusts (JOMTs”). JOMTs are included in
“Money Trusts” in the statement of trust account.

Funds in a trust account that are reinvested in other trusts

managed by the Bank are deducted from these other accounts to

prevent duplication. The figures in the accompanying statements
of trust account at March 31, 2008 and 2007 are calculated on this
basis. However, the following figures include funds reinvested

from other trusts managed by the Bank.

Millions of
Millions of Yen U.S. Dollars
(Note 1)
2008 2007 2008
Assets:
ILeaing ainal 13llls 1D seauimizagl sconoococconsososanmoossnansosssneaconneneaconnaacammmoeseanoneoeammBa006anmoo006ane05066ea0000 ¥ 328,913 ¥ 428,943 $ 3,283
SECULLILIES ++++++rveesserneesseeneereessesnsesntesseseesseessesnsesntensesntesseentesneenstensesstessestesseensesntesseesseseees 9,796 14,673 98
Others - 359,544 461,846 3,589
TTOLAl «+ereeverererererurueseseseseneneesasesesesenensnssesesesesenents et et esesesenent st et eses e s et et esetesenenenetesesesenenen ¥ 698,254 ¥ 905,462 $ 6,969
Liabilities:
Principal 696,894 903,689 6,956
Reserve for Possible Impairment of Principal «-:-sseeeeeeeseiesnniniiiiiiiniicii 924 1,235 9
OxdhEss 0000009000000090090000060060000663ACEAAEETIAAVICANVCEAEANNABAAITTITTIIINAIOCATCEOACAAAAAAATITITITIANAAOCATCEOACAAAAAAATITITI0D 434 537 4
¥ 698,254 ¥ 905,462 $ 6,969

6. Balance of Loan Trusts
Funds in a trust account that are reinvested in other trusts man-
aged by the Bank are deducted from these other accounts to pre-

vent duplication. The figures in the accompanying statements of

trust account at March 31, 2008 and 2007 are calculated on this
basis. However, the following figures include funds reinvested

from other trusts managed by the Bank.

Millions of
Millions of Yen U.S. Dollars
(Note 1)
2008 2007 2008
Assets:
Loans and Bills Discounted -+ ¥ — ¥ — $ —
LT 1S T _ _ _
(OERIEES ++evveeerveeenmeemnneenseeaseeaatesuteeauseeauseeauteeesae e bt e e st e eabeeeabaeeaseeeabeesabeeeuseeeabeeenneeenneeanneenee 288,201 700,772 2,877
¥ 288,201 ¥ 700,772 $2,877
Liabilities:
Principal ........................................................................................................................... 284,609 694,587 2,841
Reserve for Possible Impairment of Principal .................................................................... 1,839 4,136 18
()T TS I — 1,752 2)047 17
LTl «+vveeemveermreesnueenueenteenuteeauteeauteetaesbteenteeabeesab e e e st e e at e e e abeeeuse e at e e eube e bae e st eenaeebeeenaeeas ¥ 288,201 ¥ 700,772 $ 2,877
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Financial Section | Non-consolidated Balance Sheets (Unaudited)
The Sumitomo Trust and Banking Company, Limited at March 31, 2008 and 2007

Millions of
Millions of Yen U.S. Dollars
(Note 1)
2008 2007 2008

Assets:

Cash and Due from Banks ¥ 860,067 ¥ 761,614 $ 8,584

Call Loans 54,022 244,125 539

Receivables under Securities Borrowing Transactions - 152,240 — 1,520

Monetary Claims Bought - 465,918 646,072 4,650

Trading Assets - 1,079,618 610,925 10,776

Money Held in Trust 17,533 20,031 175

Securities 4,891,135 5,504,467 48,819

Loans and Bills Discounted - 11,033,244 10,797,440 110,123

Foreign Exchanges 7,946 6,618 79

Other Assets 2,164,785 1,041,532 21,607

Tangible Fixed Assets 116,167 114,020 1,159

Intangible Fixed Assets 21,472 21,392 214

Deferred Tax Assets -+ 63,670 — 635

Customers’ Liabilities for Acceptances and Guarantees -+ 687,736 741,588 6,864

Allowance for Loan Losses (96,799) (97,879) (966)

Allowance for Investment Loss (5,514) (6,993) (55)

Tl AR acom0e0m00000000000000000600096090060009090000G0a090IA0GAR0RENGOA0RIIOREIAOAARNRINGA0AIAORGIRORARCRINCOA0AIINRCIROGARCRINGOA0RIIROCOTORII ¥ 21,513,246 ¥ 20’404,956 $ 214,724

Liabilities:

DDEPOSILS cxereecrenssttttnititit ittt 11,810,218 11,317,081 117,878

Negotiable Certificates of Deposit - 2,466,695 2,371,648 24,620

Call Money 140,152 153,620 1,399

Payables under Repurchase Agreements 790,588 683,686 7,891

Payables under Securities Lending Transactions - 131,957 292,166 1,317

Trading Liabilities 339,643 55,720 3,390

Borrowed Money - 770,820 826,578 7,694

Foreign Exchanges - 469 183 5

Short-term Bonds Payable 304,814 293,490 3,042

Bonds Payable 315,964 260,590 3,154

Borrowed Money from Trust Account 747,554 1,319,548 7,461

Other Liabilities «++eeesesee 1,965,696 776,518 19,620

Provision for Bonuses - 3,954 3,620 39

Provision for Directors’ Bonuses 75 85 1

Provision for Retirement Benefits -- 212 200

Provision for Reimbursement of Deposits -+ 819 . — 8

Provision for Contingent Loss 7,806 — 78

Provision for Relocation Expenses - 2,243 — 22

Deferred Tax Liabilities ««-veoeeeeeeeeeeen — 107,010 —

Deferred Tax Liabilities for Land Revaluation 6,021 6,113 60

Acceptances and Guarantees - 687,736 741,588 6,864

Total Liabilities ¥ 20,493,446 ¥ 19,209,450 $ 204,546

Net Assets:

Shareholders” EqUity ««etesessesesesessmnentsemsititiii i 956,540 914,963 9,547
Capital Stock 287,537 287,517 2,870
Capital Surplus: - 242,555 242,538 2,421

Legal Capital Surplus 242,555 242,536 2,421
Other Capital Surplus - 0 2 0
Retained Earnings: «+:eeeeoe 426,888 385,296 4,261
Legal Retained Earnings 46,580 46,580 465
Other Retained Earnings -+ 380,308 338,715 3,796
Reserve for Overseas Investment Loss 0 0 0
Other Voluntary Reserve -weeeeeeeeeee 301,870 251,870 3,013
Retained Earnings Brought Forward ---- 78,438 86,845 783
Treasury Stock (441) (389) (4)

Valuation and Translation Adjustments - 63,259 280,542 631
Valuation Difference on Available-for-Sale Securities -- 65,936 294,424 658
Deferred Gains or Losses on Hedges - 1,629 (9,713) 16
Revaluation Reserve for Land - (4,306) (4,168) (43)

Total Net Assets «-eeeeeoereesereeeencs ¥ 1,019,800 ¥ 1,195,505 $ 10,179

Total Liabilities and Net Assets ---- ¥ 21,513,246 ¥ 20,404,956 $ 214,724

Yen U.S. Dollars
(Note 1)
INet ASSELsS PEI SRATE «rsseessreseesseesseisieis et ¥ 608.96 ¥ 713.90 $ 6.08

See accompanying notes.
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Financial Section | Non-consolidated Statements of Income (Unaudited)
The Sumitomo Trust and Banking Company, Limited for the years ended March 31, 2008 and 2007

Millions of
Millions of Yen U.S. Dollars
(Note 1)
2008 2007 2008
Income:
TTEUSE FEES -+evveeneesseesuersuesueensesnuassenstessasuesneestensesssessesssessssseentenssessesstessesssesntensenstesseessesssenn ¥ 74,641 ¥ 73,226 $ 745
Interest Income: —
Interest on Loans and Discounts 209,055 181,363 2,087
Interest and Dividends On SECULILIES «+++rrrrrrserrrrarerrrnerreruriesserrrasereesraiereessieesesrneeeesnnenaes 155,491 128,535 1,552
Oxiher linieest IMEaERE  ooocconono00enea000060600000660500006006m00006EAIEIEEEANIEAENOOCEAEAINIARAAOON0ACACO000ACI0D 23,005 23,294 230
387,552 333,194 3,868
Fees a0d COMUMUSSIONS ++++er+errerrerrersereertertereerteressessessessessestensententeseesteseesessessessessessensenseneeses 92,936 97,249 928
Trading [COME +wsseersseessersseerse it 16,288 8,311 163
Other Ordinary IIMEBITRE 0006000000600000900000000000006630EEAAEAIUEITO000BBBB0000GEAAEAAACERICO0TB000BOB0C00GEAAKAANN0NIC000 69,736 27,953 696
Oxihar IMERITAE 0000000000000000000050a0I00EANENICEEABHNICEAABAVEEAEIITIBAAIINIBACIITCAIAANVICACABIICAGABIICAAATOOTAEIOITD 52,537 23,745 524
Total Income ¥ 693,693 ¥ 563,680 $ 6,924
Expenses: e
Interest Expenses:
Tnterest 0N DEPOSILS +rrrersseessrrssrrssmsemminisiistisiisitisis s 131,746 109,869 1,315
Interest on Borrowings and Rediscounts -+ --sersserssermsemmsemisiemiienis 24,554 16,584 245
Other Interest Expenses ................................................................................................ 85,858 61,066 857
242,158 187,521 2,417
Fees and Commissions Payments -+ -ss-wsersserssesssesssssismmisiseisssinsiesiss s sssssssnscnnss 39,206 39,500 391
Trading Expenses 2,885 166 29
Other Ordinary EXPERSES wrererrenesentenuntntetettittist sttt 51,209 16,392 511
General and Administrative EXpPenses ««eeeoeeeeerrmmitticiiiiniiiiiiic e 135,182 120,959 1,349
Other Expenses ................................................................................................................. 109,768 66,643 1,096 —_—
Total EXPenses «e-coceueueueettnintimemiiiitiiitiiit ittt ¥ 580,410 ¥ 431,183 $5,793
Income before Income Taxes ¥ 113,282 ¥ 132,497 $1,131
Income Taxes:
(CULTEILL +++-+es+eesserntesseeseestesstensesntessesstesseeastentesstessesntessesnseentenseesesstessessesntensessteseessesnaens 65,661 48,046 655
IDXfF3m7E]  00000000000000000006000EENCEINEEABAEACICAAAINIDAAETINCAAIBATICACAAACICACABICCAATOOCEABAICACAAIOICICAACOAAICD (22’303) 2,636 (223)
INEL IIICOIMIE -+evverreerrermeemuernmenstesueetesseeseesaestesseestesseensesseeseensesseessesusesesnneestensesssesseessesnnens ¥ (69,924 ¥ 81,813 $ 698

U.S. Dollars

(Note 1)

Net Income per Share ¥ 4175 ¥ 48.89 $ 0.42
Net Income per Share (fully-diluted) - -seceereemeimiiimiiiiiniiiiiniinne, 41.75 48.89 0.42 g
Annual Dividends per SRArE «oooeerrrrrrrriii e 17.00 17.00 0.17 S
=

See accompanying notes.
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Financial Section | Non-consolidated Statements of Changes in Net Assets (Unaudited)
The Sumitomo Trust and Banking Company, Limited for the year ended March 31, 2008 and 2007

Number of Shares Millions of Yen

Shareholders” Equity

Common Capital Surplus

Stock .
(Thousands) (éiglct]:l Legal Other Total

Capital Capital Capital
Surplus Surplus Surplus

Balance at March 31, 2006 1,672,892 ¥ 287,283 ¥ 240,703 ¥ — ¥ 240,703

Changes of Items during the Period:
TSSUANCE OF NEW SHALES «+erverererrererserersrrertrserentateststesetssesessesetesesessesensesesessesensenes 2,141 233 1,832 1,832
Dividends from Surplus = = —
Bonuses to Directors
Net Income

Purchase of Treasury Stock -+
Disposal of Treasury Stock -

Reversal of Revaluation Reserve for Land

Decrease in Reserve for Overseas Investment Loss
Net Changes of Items Other than Sharcholders’ Equity -

Total Changes of Items during the Period 2,141 ¥ 233 ¥ 1,832 ¥ 2 ¥ 1,832

Balance at March 31, 2007 - 1,675,034 ¥ 287,517 ¥ 242,536 ¥ 2 ¥ 242,538

Changes of Items during the Period:
ISSUANCE OFf NEW SRATES «+vrrerrerrrersressrssrsinisnisssssesssssssssssssssssssssssssssssssssasssesssees 94 19 19 19
Dividends from Surplus

Net Income
Purchase of Treasury Stock «s-srrrsrseessssesssmsesssmsessssesssssessssesssses s

Disposal of Treasury Stock — (2) (2)
Reversal of Revaluation Reserve for Land

Increase in Reserve for Overseas Investment Loss
Net Changes of Items Other than Sharcholders’ Equity -

Total Changes of Items during the Period 94 ¥ 19 ¥ 19 ¥ (2 ¥ 16

Balance at March 31, 2008 1,675,128 ¥ 287,537 ¥ 242,555 ¥ 0 ¥ 242,555

Millions of U.S. Dollars (Note 1)

Shareholders” Equity

Capital Surplus

Capital Legal Other Total
Stock Capital Capital Capital
Surplus Surplus Surplus
Balance at March 3L, 2007 --cooveooueeeesueasncasucastestesutesutenutenssensssussantostoattsatssutssussstsassssuesncasstassansesnsensenss $ 2,870 $ 2,421 $ 0 $ 2,421
Changes of Items during the Period:
Issuance of New Shares 0 0 0
Dividends from Surplus == — ==
Net Income
Purchase of Treasury Stock -
Disposal of Treasury Stock -+ — (0) (0)
Reversal of Revaluation Reserve for Land
Decrease in Reserve for Overseas Investment Loss -+
Net Changes of Items Other than Sharcholders’ Equity -
Total Changes of Items during the Period $ 0 $ 0 $ (0) $ 0
Balance at March 31, 2008 «--rwwreerrrersrimsersmsminnssmsesrssesessmnssssmsmssssssesssssessmmsessssssmssssessmnsessssmransssssnes $ 2,870 $ 2,421 $ 0 $ 2,421

See accompanying notes.
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Millions of Yen
Shareholders” Equity Valuation and Translation Adjustments
Retained Earnings
s Total Valuation Deferred Revaluati Total %’ml
Treasury e Difference on Gains VAUITON  vluation and &
Legal Other Total Shareholders b Reserve for ; Assets
Retained Retained Retained Stock Equi Available-for-Sale or Losses Land Translation
Earnings Earnings Earnings quity Securities on Hedges Adjustments
¥ 46,580 ¥ 280,799 ¥ 327,379 ¥ (251) ¥ 855,115 ¥ 244,674 ¥ _— ¥ (3,740) ¥ 240,934 ¥ 1,096,049 gj
‘5".
2,066 2,066 o
0 (24,256) (24,256) (24,256) (24,256) =
(70) 70) (70) (70) B
81,813 81,813 81,813 81,813 3
(145) (145) (145)
— — 6 9 9
429 429 429 429
0 0 0 0
49,749 (9,713) (427) 39,608 39,608
¥ 0 ¥ 57916 ¥ 57,916 ¥ (138) ¥ 59,847 ¥ 49,749 ¥ (9,713) ¥ (427) ¥ 39,608 ¥ 99,455
¥ 46,580 ¥ 338,715 ¥ 385,296 ¥ (389) ¥ 914,963 ¥ 294,424 ¥ (9,713) ¥ (4,168) ¥ 280,542 ¥ 1,195,505
3
39 39 5
— (28,468) (28,468) (28,468) (28,468) g
69,924 69,924 69,924 69,924 3
81) 81) (81) &
— — 30 27 27 z
136 136 136 136 %
(0) (0) (0) (0)
(228,488) 11,343 (137) (217,283) (217,283)
¥ — ¥ 41592 ¥ 41,592 ¥ (51 ¥ 41,577 ¥ (228,488) ¥ 11,343 ¥ (137) ¥ (217,283) ¥  (175,705)
¥ 46,580 ¥ 380,308 ¥ 426,888 ¥ (441) ¥ 956,540 ¥ 65,936 ¥ 1,629 ¥ (4,3006) ¥ 63,259 ¥ 1,019,800
Millions of U.S. Dollars (Note 1) >
Shareholders” Equity Valuation and Translation Adjustments e
g}
Retained Earnings %
s Total Valuation Deferred Revaluati Total TI‘\?tal =
Treasury o Difference on Gains VAUt valuation and & ]
Legal Other Total Shareholders b Reserve for . Assets 3
R Retained Rl Stock Eaui Available-for-Sale or Losses Land Translation -
Earnings Earnings Earnings quity Securities on Hedges & Adjustments =
o
$ 465 $ 3,381 $ 3,846 $ (4 $ 9,132 $ 2,939 $ (97) $ (42) $ 2,800 $ 11,932 g,
g
0 0 o
— (284) (284) (284) (284)
698 698 698 698
(1) (1) (1) -
— _ 0 0 0 g I
1 1 1 1 g3
(0) (0) (0) (0) ° 2
(2,281) 113 (1) (2,169) (2,169)
$ —  $ 415 $ 415 $ (1) $ 415 $  (2,281) $ 113 $ (1) $  (2,169) $ (1,754)
$ 465 $ 3,796 $ 4,261 $  (4) $ 9,547 $ 658 $ 16 $ (43) $ 631 $ 10,179
=)
Do
o0 X
)
Q
0]
=
@
=
(92}
=
o
vy}
Q
18
5)
=1
)
=
=
=
5
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Financial Section

Notes to Non-consolidated Financial Statements (Unaudited)

The accompanying non-consolidated financial statements should be read in conjunction with the notes to consolidated financial statements.

1. Basis of Presenting Financial Statements

The accompanying translated non-consolidated financial state-
ments have been compiled from the non-consolidated financial
statements that are prepared for Japanese domestic purposes in
accordance with the Financial Instruments and Exchange Law of
Japan (the “FIEL”), the Banking Law of Japan and accounting prin-
ciples and practices generally accepted in Japan (“Japanese GAAP”).
Certain Japanese GAAP are partly different from International
Financial Reporting Standards in terms of application and disclo-
sure requirements.

The accompanying non-consolidated financial statements
include only the accounts of the Bank. The accounts of its sub-
sidiaries are not consolidated. Investments in subsidiaries and affili-
ated companies are stated at cost. Earnings of subsidiaries and
affiliated companies are recorded in the Bank’s books only to the
extent that cash dividends are accrued.

The accompanying financial statements have been restruc-
tured and translated into English (with some modifications and
expanded descriptions for facilitation of understanding by readers
outside Japan) from the financial statements in accordance with

Japanese GAAP and filed with appropriate Local Finance Bureau

2. Significant Accounting Policies and Practices

of the Ministry of Finance as required by the FIEL. Some supple-
mentary information included in the statutory Japanese language
financial statements, but not required for fair presentation is not
presented in the accompanying financial statements.

The Bank, a Japanese corporation, maintains its records and
prepares its financial statements in Japanese yen. The accompany-
ing U.S. dollar financial statements have been translated from yen-
base financial statements for convenience, and as a matter of
arithmetical computation only, at the rate of 100.19 yen to 1.00
U.S. dollars, the exchange rate prevailing at March 31, 2008. The
convenience translations would not be construed as representations
that the Japanese yen amounts have been, could have been, or
could in the future be, converted into U.S. dollars at this or any
other rate of exchange.

In accordance with the FIEL, amounts of less than one mil-
lion yen have been omitted. As a result, the total in yen, and
accordingly in U.S. dollars, shown in the non-consolidated finan-
cial statements do not necessarily agree with the sum of the indi-

vidual amounts.

Refer to notes of consolidated financial statements for information other than mentioned above.

3. Changes in Significant Accounting Policies and Practices

Refer to notes of consolidated financial statements for information other than mentioned above.
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Financial Section | Supplementary Financial Information

Loans by Industry (Consolidated basis)
(i) Banking Account

Millions of Yen 6\4 Si%li]grﬁl;)rfs
2008 2007 2008
Domestic Offices (Excluding Offshore Loans): —
Manufacturing ¥ 1,274,624 ¥ 1,223,520 $ 12,722
Agriculture, Forestry, Fishing, and Mining .................................................................. 19,302 26)429 193
(COOMNSTILLCEION <++e++esseerseenresneessersuesueastensesstessesnsesseeastensenstessesntesseensestesseesseseessesnsesneenses 128,755 144,876 1,285
160,516 159,790 1,602
143,738 136,607 1,435
TEANSPOITATION +++evssesssesserssemsssmssessssmssisisssisrs s sttt 682,956 697,461 6,817
Winsllesle aimel IR@@il soosocosssssccsssesassassaoscoamoossnmmaccssaaaacesasamaomaamonsnmm0c006Eaaeessanaaoonanua00aaaeass 914,837 891,318 9,131
Fhiman@ aine IMSUIRINER 0900000000a65500005059000900000000660A6E3a0009009900996000000AEEAAEEARTRRA0090009000A0000REAAEAT0 1,563,721 1,773,192 15,608
IReall TSR 00009000900000000000065000009009009900690009000AAAAATITIT00T000ACEAACAAACAAAEAIITITIOOT0AANACAICO0AGAATTIITIITO00 1,697,833 1,501,184 16,946
VALIOUS SEIVICES «evvtevveereerreesueruerutenuenuessessuesseessesssesseessessesseessesssessesssesseesseessessaessesssense 1,034,973 1,069,720 10,330 .
LOCA! GOVELIMIEIIES -e-e+t+esesencstsreretetatucncntssasetstcacataesesatstetstatucntsesssstst st acnensnenststsesasacas 53,899 59,998 538
linglviclnalls arne] OXdh@Ers cocsconsosscanscossasasosssncaconssacacmmmncccmmmE6cammIE0EANIIE0EEENEIE0EARNEE0EANE0C06AEA00 1,987,702 1,807,687 19,839
Stlbizaxzl] scoscoccoonmpaccoanmecano00ca0000006a09AE0AABNENEABININNEAEENENACECININAAATTIBAAAEODCOCOBIDOCANIDOCAAAN0000 ¥ 9,662,862 ¥ 9,491,788 $ 96,445
Overseas Offices (Including Offshore Loans of Domestic Offices):
Governments and Official INSTITUTIONS «++weveerrerreerreerremreesrersuerreesrersuessesssessuesseessesuennes 829 1,215 8
Banks and Other Financial [NStitUTIONS «««=++ssesssserrssaseerruseeeruuissreruriseeersnsesesssnaesesssnnneaes 60,057 7,686 599
Oxihass sooooococoom60c0000000000005000009000ABTIEEEACOTEEACIEIVICACITITICAAITITEAAAITICAGATITOFAAIOICAGABIOICAAATOOTEATIOD 1,022,479 986,547 10,205
Stlbizaxzsl] scoscoccoonmnccomnmecanom00000000006aEI9AE0GABIENEABENIEAAAEENCENACAININACIINIBAAAEONOCIBIIAGANIDOOGAAN0000 ¥ 1,083,366 ¥ 995,449 $ 10,813
TN O LA LI —— ¥ 10,746,228 ¥ 10,487,237 $ 107,258
Note: U.S. dollar amounts are translated solely for convenience at the rate of 100.19 yen to U.S. 1.00 dollar, at March 31, 2008. —
(i) Trust Account
Millions of Yen [I}A Sil‘lisréil:fs
2008 2007 2008
Domestic Offices (Excluding Offshore Loans):
Manufacturing ............................................................................................................. ¥ 25,150 ¥ 24,877 $ 251
Agriculture, Forestry, Fishing, and Mining -« ---ssscceeeeessseceeeisssnsereeiisncssnsiessnas _ — _
(COONSEILLCEION +++++++esseerreersesseessessuesassssensesssessesssessessssensenseessesstessesssesntensesssessasssssssesnseses 787 1,575 8
EDEIQY +rvsersessessers ettt 2,047 2,679 20 %"
Communication - 307 1,315 3 %_
TEANSPOITATION +++rvsseessrssossssmnsemssiissmissimsssiissisisssisssistase st s as s ss s aas s 10,015 10,052 100 2
Wihelleslle amel IRl coococcooossocooanosscanoncocannmm00000000000000056006000000AGAIONNCAAODDEOCABINICOCABIDCOEAE00000 6,932 12,003 69
51,015 50,961 509
8,471 10,330 85
VALIOUS SEIVICES «evveevveereerrersuerreessteuenseessessuessesssesseesseesseseessesssesseessesssesseesstonsesseessessuene 111,562 195,310 1,114
30,421 32,771 304
lingviclvalls aine] OXih@Emg cococsencosoammoossasasosseasaconmracamamoaseemoEaEEmMBEIEAEEREEE0EEENEOEOEARNOOCOREAE05E6AEA00 200,347 250,110 2,000
TN O LA LI — ¥ 447)059 ¥ 591,989 $ 4,462 .

Note: U.S. dollar amounts are translated solely for convenience at the rate of 100.19 yen to U.S. 1.00 dollar, at March 31, 2008.
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Financial Section

Five-Year Summary

The Sumitomo Trust and Banking Company, Limited at/for the years ended March 31

Millions of Yen

Consolidated Statements of Banking Account 2008 2007 2006 2005 2004
At Year-End
Assets:
Cash and Due from Banks ««e-ooeeeeeeeiiiiiiinninnnn. ¥ 891,560 ¥ 789,472 ¥ 892,274 ¥ 432,183 ¥ 747,328
Securities 4,602,451 5,265,243 5,767,544 4,587,489 3,636,779
Loans and Bills Discounted «-:ceeeeeeseeesieniiciiiinnne. 10,746,228 10,487,237 10,186,276 9,013,920 8,862,059
Premises and EQUIPMENE «eesesessersssceusssiiissciiisseiiiess - — —— 109,653 106,826 108,861
Tangible Fixed ASsets «trwsseeeuisietiiiniiiiinsiiiiiiions 132,743 131,120 _ e _—
Intangible Fixed Assets «---ssweressssrerssssremssnnreenennseee 148,241 134,619 _ e _—
Customers’ Liabilities for

Acceptances and GUArantees «:-«-eeeseseeesueueucueucees 488,865 516,865 533,760 399,099 340,283
OXIhEES 00000000090000000900000000000006AEIONAEAOCOCATIDICEBATTOTOCAANEITD 5,277,327 3,791,896 3,218,636 1,467,620 1,790,879
Allowance for Loan Losses «--«eeeeeeeeruessueiiiiiniiiiniens (106,683) (106,671) (76,206) (80,806) (111,785)
Allowance for Investment Loss «-«eesseeeseveesueisiiinnenns — (6,718) — (17,958) (3,027)
T OtAl ASSELS ++rverververeersersersersereeeeseeseesessessessassessansenee ¥ 22,180,734 ¥ 21,003,064 ¥ 20,631,938 ¥ 15,908,374 ¥ 15,371,378
Liabilities:
Deposits and Negotiable Certificates

T 14,332,444 13,715,918 12,771,890 10,617,221 10,167,535
Acceptances and Guarantees ««--:-weeeeeersesereeeiennines 488,865 516,865 533,760 399,099 340,283
OLRELS +eoverereerersenessossessaseossnsssesessasessossssssesssssnassesess 6,078,470 5,322,373 6,049,210 3,897,076 3.971,173
Total Liabilities «-«-eeoeeeeeeeeieeieniiniiiiiiiii ¥ 20,899,780 ¥ 19,555,157 ¥ 19,354,861 ¥ 14,913,397 ¥ 14,478,992
Minority Interest - ¥__— ¥ _— ¥ 159,085 ¥ 85,250 ¥ 90,356
Total Stockholders” Equity «ceoeeesenneniicinninnns Y — y__— ¥ 1,117,991 ¥ 909,726 ¥ 802,029
Total Liabilities, Minority Interest

and Stockholders’ Equity -«:-eeeoerenereseeieicicnennns Yy — ¥ — ¥ 20,631,938 ¥ 15,908,374 ¥ 15,371,378
Net Assets:
Shareholders’ EqQuity « e eeeeeererniniccicinnniiiines ¥ 1,013,338 ¥ 959,340 Y ¥ — Y —
Valuation and Translation Adjustments «--eeeeoeeeeee 58,029 277,817 — — —
e 209,586 210,749 _ e _—
Tt INEE AGRES  0oconen0000600000006000055060000006600690065050000000 ¥ 1)230’954 ¥ 1’447’9()7 Yy — ¥y — Yy —
Total Liabilities and Net Assets «--ceoeeeeerenieeiinninns ¥ 22,180,734 ¥ 21,003,064 ¥__— Y __— Yy __—
For The Year
Income:
T tirigie THEES cromommenommemommomoama e enososa e a00a e aamoa0000s ¥ 74,628 ¥ 73,226 ¥ 68,900 ¥ 71,316 ¥ 76,401
imiemesit IREOMEIE soosomomocommmmoamnmmommomooseaomoomomocomos: 405,653 344,541 271,359 238,698 213,292
Fees and CommiSSIONs «««eeeeesseesserennimniriiiniiieenne 131,132 134,250 124,999 88,466 72,137
Trading TIiE@ITE oooco00000000000000a000900AABOOEEEABEOEEAEAOOC0HAA0D 16,288 8,311 6,317 4,239 3,760
Other Ordinary Income «:+eeeeereseecceennnniiine 418,847 261,632 234,106 46,861 76,227
OXinar Ti@EsIanE oc00000090000000000060090005600006055600909630005056500000 60,548 36,6] 8 85,929 79,930 64,455
Tyl @G occo000000000000000000000000000000000000000000OGAAEO0C0D ¥ 1,107,099 ¥ 858,580 ¥ 791,613 ¥ 529,513 ¥ 506,274
Expenses:
Interest EXxpenses < eoeoeeeeueusennniniiciciiiiiiciie 243,903 184,455 120,386 89,684 93,583
Fees and Commissions Payments 28,829 30,498 24,427 20,996 19,309
Trading Expenses -+ 2,885 166 812 72 —
Other Ordinary Expenses «-:-:eeeeeeee 364,225 222,739 200,514 51,008 49,015
General and Administrative Expenses - 202,939 183,334 174,527 138,239 132,716
Other EXPCHSCS ........................................................ 1 18’044 69,606 99)603 71,657 72,993
Tl D e e ¥ 960,827 ¥ 690,801 ¥ 620,273 ¥ 371,658 ¥ 367,618
Income before Income Taxes «-e-esseeressesesesienieniennns ¥ 146,271 ¥ 167,778 ¥ 171,340 ¥ 157,854 ¥ 138,656
INEt INICOME <+evveverrerereereseressesensosensssenessenesenessssensoses ¥ 82,344 ¥ 103,820 ¥ 100,069 ¥ 96,865 ¥ 79,629
Per Share (Common Stock)
Net Income per Share (Yen) «ecoeoeeenenneneicccninnne ¥ 49.17 ¥ 62.05 ¥ 59.91 ¥ 59.86 ¥ 53.98
Net Income per Share (fully-diluted) (Yen) «eeeeeee 49.17 62.04 59.87 58.07 48.32
Net Assets per Share (ch) ...................................... 639.75 738.77 668.38 545.98 481.03
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The Sumitomo Trust and Banking Company, Limited at/for the years ended March 31
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Millions of Yen
Non-consolidated Statements of Banking Account 2008 2007 2006 2005 2004
At Year-End
Assets:
Cash and Due from Banks ««--eeeeeereviiiiinninnn. ¥ 860,067 ¥ 761,614 ¥ 876,989 ¥ 429,308 ¥ 751,656
SECULITIES +veessveessnessuneesuesnitinitiiiitiitt et 4,891,135 5,504,467 5,938,057 4,587,448 3,636,250
Loans and Bills Discounted ««+«+eseeeseseeeneiniinenens 11,033,244 10,797,440 10,352,598 9,035,826 8,887,978 w
Premises and Equipment «-eeoeseeeeeeeecnennnneiciinnnnns e _— 93,237 96,126 97,932 @,
Tangible Fixed Assets «weeereeeeeeeinnniniiiinnnn 116,167 114,020 _ _ _ é
Intangible Fixed ASSELS «eeeeeeeersrrrrmrrereeeeeeiiiniiiunneenens 21,472 21,392 - — _— - — %
Customers’ Liabilities for S
Acceptances and Guarantees ««-+ssssssesesesecieicienes 687,736 741,588 648,335 561,253 474,756 S
Others seeeseemereniei 4,005,736 2,569,306 2,529,550 1,405,403 1,738,137
Allowance for Loan Losses «++«-ssseesseesenieniiniiiniinin (96,799) (97,879) (66,501) (77,076) (109,091)
Allowance for Investment Loss ««-«eeeeeeeeesueseiinnnnn (5,514) (6,993) (535) (19,704) (4,774)
T OTAL AASSELS ++evereosererrenesneressasessesessenesesseseosesessenesones ¥ 21,513,246 ¥ 20,404,956 ¥ 20,371,732 ¥ 16,018,584 ¥ 15,472,846
Liabilities:
Deposits and Negotiable Certificates
OF DEPOSIL +vveveueressrusuentutiininiiiiiiiiitiiii e 14,276,913 13,688,729 12,737,818 10,591,348 10,145,980 a
Acceptances and Guarantees «-+:«ssseesersessiseciennenes 687,736 741,588 648,335 561,253 474,756 o)
Others seeeereeeseiii 5,528,795 4,779,131 5,889,529 3,962,969 4,043,677 (gb
Total Liabilities «-+-eeeeeeeeseesemniiiniiiiiiiis ¥ 20,493,446 ¥ 19,209,450 ¥ 19,275,682 ¥ 15,115,571 ¥ 14,664,414 §
Stockholders’ Equity: °
Caipfiall Sk ccommoococoncoccooneorcooneomcramemmeoomzmmcooammoco: . — . — 287,283 287,053 287,018 z
Reserves and Surplus «weeeeoeeeseseeeeccinniiicinnns _— _ 808,765 615,960 521,414 g
Total Stockholders” Equity ---cceeeeeeneneciciciciennnn ¥ — Yy — ¥ 1,096,049 ¥ 903,013 ¥ 808,432
Total Liabilities and Stockholders’ Equity - ¥ __— ¥ __— ¥20,371,732 ¥ 16,018,584 ¥ 15,472,846
Net Assets:
Shareholders’ Equity ................................................ ¥ 956,540 ¥ 914,963 ¥ ¥ — ¥ —
Valuation and Translation Adjustments «-eeeeeeeeeeee 63,259 280,542 _— _— _—
Total Net ASsets ««--eeeeereeseesessesisninniiniiniiniiniiieienne ¥ 1,019,800 ¥ 1,195,505 ¥___— ¥ — ¥ —
Total Liabilities and Net ASSets «rrrrrreeeeeeeseerns ¥21,513,246  ¥20,404956 ¥ ___—— ¥ ___——— ¥ ____—— 2
[0)
o
For The Year =
Income: 3
Tt TG coneeeeooomooepoceeeansonmeeemscepomREPaEREamRaaReenRcEpoce Y 74,641 ¥ 73226 ¥ 68900 ¥ 71316 ¥ 76,401 3
Interest [NCOME ++eeeeeereesemnenininininiiii 387,552 333,194 265,252 238,477 212,429 o
Fees and Commissions ««:--eeeeeeeersicisiniiiiiiiinieens 92,936 97,249 98,583 72,405 57,984 S
Trading Income --eeeveveesenmnniiiiiiiiiiniiiiins 16,288 8,311 6,317 4,239 3,760 s
Other Ordinary Income «e-eeseseeeeeesescnennnieiciinnnens 69,736 27,953 40,545 46,858 76,201 3
Other INCOMe «+oveesseisenmeimseiniiiniiiiiiiniinsiisiniisins 52,537 23,745 80,263 69,389 60,799 ¢
Tifaviall TR@EITIE  cooomoomommomomsnmmommommomm0mm0mmooomsooomnomoonoo: ¥ 693,693 ¥ 563,680 ¥ 559,864 ¥ 502,687 Y 487,577
Expenses:
Interest EXpenses «w-eeeoeeeeueuseseniniicicieiiinininiicicine 242,158 187,521 122,323 91,547 94,981 '5”
Fees and Commissions Payments «+:-c-eoeeeeeeeeneuccsenees 39,206 39,500 37,278 34,236 30,453 %
Trading Expenses ««eceeeesesesiceciinniiines 2,885 166 812 72 — o
Other Ordinary Expenses «:-eeseeeeseeieeniciniiininees 51,209 16,392 33,747 50,972 49,015
General and Administrative Expenses «:-eeeeeeeseneee 135,182 120,959 125,840 115,260 113,467
Other EXpenses <t eoeseeeeeeseenennsiiiiiiininniiiiiiiciens 109,768 66,643 91,281 70,597 73,660
Total EXPEnses «+wrw-rsreereroreesmoremmmeererseeremseeeeeees ¥ 580,410 ¥ 431,183 ¥ 411,284 Y 362,686 ¥ 361,578 =
J3 X
Q
Income before Income Taxes -- ¥ 113,282 ¥ 132,497 ¥ 148,580 ¥ 140,000 ¥ 125,998 @
Net Income eeeeeeevveeennnnen. ¥ 69,924 ¥ 81,813 ¥ 88,497 ¥ 84,700 ¥ 73,928 §
ANNUAL DIVIAENAS ++ervrrererrrrereerersosessosesseaessssesessesessons 28,469 28,455 20,057 19,992 9,631 =~
Per Share (Common Stock) ?
Net Income per Share (Yen) «coeceeesineneisnnnnns ¥ 41.75 ¥ 48.89 ¥ 52.98 ¥ 52.34 ¥ 50.09 w
Net Income per Share (fully-diluted) (Yen) «-eeoeoeeeee 41.75 48.89 52.94 50.77 44.86 g
Annual Dividends per Share (Yen) «eeeeeeeeeesenecnce 17.00 17.00 12.00 12.00 6.00 o
TILLELIINL +evvevverveeuermemmeemmensuenmeesueseenseennenneessesnenne 8.50 8.50 6.00 _ _ 2
Year-end «weseeeseeeseressesssssienis 8.50 8.50 6.00 12.00 6.00 3
Net Assets per Share (Yen) -eeeocoeeeuesnncicicciciennnnn 608.96 713.90 655.26 541.95 485.27 %)—
3
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Financial Section | Five-Year Summary
The Sumitomo Trust and Banking Company, Limited at the years ended March 31

Millions of Yen
Statements of Trust Account 2008 2007 2006 2005 2004
At Year-End
Assets:
Loans and Bills Discounted «-+«+eseeesesenenenniinnnens ¥ 447,059 ¥ 591,989 ¥ 755,381 ¥ 912,294 ¥ 1,132,607
Seemifies acceoscocomnoccnsascaaasaccconooooomccaaaacccacaac0c000000 11,508,943 10,496,104 7,725,066 6,717,120 5,796,846
Oxihar AGSEES 000000000000000000090000090IEACICITEOCIBIDICAAIBITEOAAAN000T 78,578,095 66,061,854 53,189,419 45,016,095 44,959,710
Tyl /A\SF 0000000000000000000000000CCENBAATEOBACICAROAIOICTCAIOT0CAT ¥ 90,534,098 ¥ 77,149,949 ¥ 61,669,866 ¥ 52,645,509 ¥ 51,889,165
Liabilities:
MONEY TIUSES «ovvrvvssersscrsscsssmssmssissimssissiissiisissssasns 25,545,526 21,369,242 18,070,043 17,256,145 18,475,916
IPengiEn TS connea0o0a0a000060000000600500966000m00606am005066am0000 7,100,851 6,970,683 5,81 1,884 4,980,875 6,017,425
Property Formation Benefit Trusts - 7,203 8,207 9,214 10,806 11,256
JLgein TGS 00999990090069000000006550000900990009009G0000GAATTIITTIT000 278,182 685,561 885,962 1,043,955 1,362,069
(O)5vre TS 0oco000000000000000000000000000000EIIITIKE 57,602,333 48,116,254 36,892,761 29,353,727 26,022,497
Total Liabilities ««-«+eoveereeersenninniiniiii ¥ 90,534,098 ¥ 77,149,949 ¥ 61,669,866 ¥ 52,645,509 ¥ 51,889,165
Millions of Yen
Total Employable Funds 2008 2007 2006 2005 2004
At Year-End
Deposits .................................................................. ¥ 14,276,913 ¥ 13,688,729 ¥ 12,737,818 ¥ 10,591,348 ¥ 10,145,980
MOnEy TTUSES wrereresersessssssemmemsnissersssinscsissiesssiais 25,545,526 21,369,242 18,070,043 17,256,145 18,475,916
Pansion TS 000000000000000000000000000000000000000000CAACAIITTITL00 7,100,851 6,970,683 5,811,884 4,980,875 6,017,425
Property Formation Benefit Trusts «e-e-eseeeeeeuecnenenens 7,203 8,207 9,214 10,806 11,256
JLaem TRNEE 0o000000m000060000aaaeaa0menm0000a00000000000Caa0Aa000000000 278,182 685,561 885,962 1,043,955 1,362,069
Total Employable Funds* e cocoeeeninniniiicnnnn ¥ 47,208,679 ¥ 42,722,424 ¥ 37,514,923 ¥ 33,883,131 ¥ 36,012,648

* Total Employable Funds represents the total amount of the Deposits in the Banking Account and funds included under the Money Trusts, Pension Trusts, Property Formation
Benefit Trusts and Loan Trusts in the Trust Account.
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Risk Management

1. Basic Philosophy on Risk Management

Sumitomo Trust is engaging in active efforts to enhance its
strength as an institution that combines banking, trust and real
estate operations, and to strengthen its business strategies and man-
agement infrastructure, while seeking to achieve the right balance
between its offensive and “defensive” capabilities. We recognize the
importance of risk management as a key element of our defensive
capability underlying the vigorous execution of business strategies
and its place at the top of our management priorities.

In fiscal year 2007, the financial disruptions caused by the U.S.
subprime mortgage problems spread through the financial markets
in Japan as well as in other countries, affecting part of our assets
holdings. We evaluated the affected assets at appropriate market
value and booked losses related to the resultant write-downs within
the fiscal year. In light of this situation, we are striving to further
improve and advance our risk management framework.

We consider that the basis of risk management is to ensure the
efficiency of PDCA (Plan, Do, Check, Action) cycles for each risk
category “Risk
Management Policy” set by the Board of Directors. It is this

across Sumitomo Trust according to the
Sumitomo Trust risk management framework, we recognize, that
allows us to properly identify, assess, monitor, control and mitigate
risk assets. Especially, under the recent circumstances where the busi-

ness environment is undergoing significant change, and financial

¢ Risk Categories

products have become increasingly complicated, it is essential to clar-
ify authority and its delegation, organizational structure, and man-
agement processes, as well as to enhance human resources
development in order to improve the effectiveness of the PDCA
cycle. We consider that taking further steps to make the internal risk
management framework more sophisticated is the key to strengthen-

ing our competitiveness in light of “defensive” capabilities.

(1) Types and Characteristics of Risks

Our “Risk Management Policy” classifies risk categories, by
the cause of risk we face in business operations, into credit risk,
market risk, operational risk, and liquidity risk.

Credit risk is the risk of reduction or impairment of the value of
assets (including off-balance sheet assets) that causes us to incur loss.

Market risk is the risk of loss caused by changes in the value of
assets or liabilities we hold due to fluctuations of market factors
such as interest rates, share prices and exchange rates.

Operational risk refers to the risk of losses arising from inap-
propriate business processes, and the activities of officers/employ-
ees and computer systems as well as external incidents. In our case,
business processing risk, information security risk, compliance risk,
human resource risk, event risk and reputational risk are included.

Liquidity risk includes funding risk and market liquidity risk.

Risk Management

Processing Risk

Risk Category related Department Risk Description
TS Z| Credit Risk Corporate Risk Risk of incurring losses due to the value of an asset (including off-balance sheet assets) decreasing or impairing, owing to reasons
g & Management Department | such as deterioration in the financial condition of a obligor.
S| =2
23 Market Risk Corporate Risk Risk of incurring losses due to fluctuations in the value of assets/liabilities or revenues thereof, either due to fluctuations of items
2| & 1 Management Department | such as interest rates, stocks and foreign exchange rates, or owing to fluctuations in the value of other assets.
% % OnsaraElREk Corporate Risk Risk of incurring loss resulting from inadequate or failed internal processes, people and systems or from external events (including the
2 53 P Management Department | following risks).
<« «
S &S Operations Process
S EES Business Planning Department (or | Risk of incurring losses arising from executives or employees neglecting to engage in proper business activities, or other incidents

Personnel Department
for Internal Fraud)

such as accident or fraud.

Information
Security Risk

IT & Business Process
Planning Department

Risk of incurring losses for reasons such as loss of confidentiality, integrity or availability of information or information systems
belonging to Sumitomo Trust, owing to factors such as information management, system failure or improper management of system
development projects.

Compliance Risk

Legal and Compliance
Department

Risk of incurring losses for reasons such as penalties, claims or lawsuits arising from a lack of compliance with laws, regulations or
soclal standards in Japan and abroad, or an inability to complete transactions due to contractual impediments including the lack of
necessary provisions or lack of legal capacity by the transaction counterparty.

(Juswalnses|\ pateiBalu| Ue e Wey\ Buisn jusaBeuely Ysiy sAleluenD)

(seuoBaren) Ysiy |1 4O JUsWSSassy ansusyaIdwo) ybnoiyy JuslueBeuey ysid)

Liquidity Risk

Human Risk of incurring losses due to issues such as unequal or unfair management of personnel, including issues related to compensation,
Resource Risk Personnel Department benefits, release from employment and harassment.
Event Risk ggg;cr)tﬁteenﬁdmlmstranon Risk of incurring losses arising from extraordinary situations such as natural disasters, war and criminal offenses.
et Rk Corporate Risk Risk of incurring losses due to a (possible) major impact on business as a result of deterioration in reputation for Sumitomo Trust or
P Management Department | its subsidiaries, owing to reasons such as mass media reports, rumors or speculation.
Corporate Risk Risk of loss due to inability to secure necessary funds, or due to being forced to pay interest rates significantly above normal in fund pro-

Management Department

curement, and risk of loss due to inability to transact in a market, or due to being forced to accept disadvantageous prices in transactions.
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(2) Organizational Structure for Risk Management

In accordance with the “Risk Management Policy,” we set
down the roles and responsibilities of operational organizations and
departments related to risk management as follows:

1) Board of Directors

Formulates policies and plans concerning the management of
overall risks that are faced by Sumitomo Trust, and disseminates
the policies and plans throughout the company. It also builds man-
agement and reporting structures, and vests relevant organizations
including the Executive Committee and other committees and/or

executives with authority.

2) Executive Committee

Sets rules and provisions regarding the identification, assess-
ment, monitoring, control and mitigation of risks in line with the
policies set out by the Board of Directors, and develops frame-

works to put them into practice.

3) Risk Management related Departments

Responsible for accurate recognition and continuous assess-
ment, appropriate management and administration of risks, as well
as integrity of the compliance (observance of relevant laws and reg-

¢ Risk Management Structure

General Meeting of Shareholders

ulations) frameworks, as independent departments.

Among them, the Corporate Risk Management Department
has the company-wide coordination function for risk management
for comprehensive management of various risks. Each risk category
has a risk management related department in charge, which under-
takes the monitoring and analysis of risks and the planning and

promotion of appropriate risk management frameworks.

4) Front Office Departments

Execute transactions and operations with the purpose of
increasing revenues, while also supervising the accompanying plan-
ning, examining, or engaging in administrative management. In
accordance with the policies and plans set out by the Board of
Directors, Front Office Departments engage in operational admin-
istration aimed at ensuring the effectiveness of risk management,
such as implementing appropriate controls that reflect the scale
and characteristics of risks.

5) Internal Audit Department

Involved in preparing the necessary framework to implement
effective internal auditing. Reporting directly to the President and
CEO, the Internal Audit Department assesses and verifies the sta-
tus of all activities as an independent department.

Board of Directors

Executive Committee

Board of Statutory Auditors

Statutory Auditors

Statutory Auditors Office

Product Screening
Committee

Compliance
Committee

%ﬁ%m'éﬁ C orﬁlﬁ%e o Operational Risk Management Committee
I I I I
Risk Credit Market Liquidity Operational Reputational Event RHumar Pmcgsss[ilﬁsSRisk Business  Information  Compliance
Category Risk Risk Risk Risk Risk Risk CBUKS | [{iomal Fraug) | Processing Risk - Security Risk | Risk
T f f f i f f f 2
| | | | | | | | (5"
T T T T T T D
: : : Human Misconduct bt Information ~ Compliance >
AiSwpervson Bt oot o AdToeielon Sy ofgaLasn z
Subcommittee  Subcommittee Subcommittee ~ Committee =
] ] ] ] ] ]
I I [ [ [ [ [ [ g
| | | | | | | | =
Risk q . y =3
Corporate Risk Management Department Corporate Operations T & Business Legal and E
,'\g;'}ggeme"‘ Overall Coordination of Risk Administration and Administration g:ég%%‘;‘n Process Planning [l Process Planring | Compliance 2
Departments Management across the Entire Company Department Department Department Department -
T T T T T T I I I I I I
| | | | | | | | | | | |
Departments Responsible for Supervising Each Business Group, Business Planning and Promotion Departments,
Front Office Global Credit Supervision Department, Supervisory Departments of Group Companies
Departments
Branches, Departments and Affiliates
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(3) Enterprise Risk Management and Integrated Risk
Management (Economic Capital Management)

It is our policy to identify various risks we face, including risk
categories not included in the calculation of the capital adequacy
ratio based on regulations, comprehensively measure them after
individually assessing respective risk categories, and manage these
risks by comparing them with our overall financial strength in
terms of capital adequacy and efficiency (Enterprise Risk
Management).

In addition, among risk categories, quantifiable risks (credit
risk, market risk and operational risk) held by our corporate group
are measured quantitatively by the integrated VaR*, the combina-
tion of various risks measured by the unified criteria according to
our business operations (the one-tailed confidence interval of
99.9%, the 1 year time horizon) (Integrated Risk Management).

* Value at Risk (VaR): Risk amount measurement indicator. The maximum amount of
loss anticipated within a certain period (the time horizon) within the range of certain
probability (the confidence interval). The larger the percentile of confidence interval,
the greater the VaR, which means Sumitomo Trust applies conservative economic
capital measurement. We are applying an adequately conservative level of measure-
ment with a one-tailed confidence interval of 99.9%.

iming to achieve simultaneously both of the managemen
Aiming to ach It ly both of th I t
goals of “securing of financial soundness” and “maximization of

shareholders’ value,” the Integrated Risk Management seeks to

e Verification of Capital Adequacy
(1 Year Time Horizon, One-tailed 99.9% Confidence Interval)
(As of the end of March 2008, Billions of yen)

Tier | 1,073.3

Risk Capital

(Tier | + 60% of unrealized gains on securities) 1,138.8

Integrated Risk Amount 982.0
1,200

(Billions of yen)

800

400

0 Risk Capital Integrated Risk Amount

control the total risk amount for the group as a whole. We evaluate
our financial strength by comparing the amount of risk with capi-
tal adequacy, such as a “risk buffer” or “risk capital”; at the same
time, we are pursuing capital efficiency by distributing the capital
to each risk category or business unit, according to the business
projects, to observe capital-based profit as an indicator.

We compare the “integrated risk amount” to “risk capital
(Tier I + 60% of unrealized gains on securities)” to confirm the
“securing of financial soundness.” From the viewpoint of protect-
ing depositors, we strictly evaluate financial soundness by compar-
ing the “integrated risk amount (under stress scenarios),” which is
calculated under the condition that the diversification effect
assumed among various risk categories cannot be expected, with
the “risk buffer (Tier I+unrealized gains on securities+perpetual
subordinated bonds).”

The integrated risk amount at the end of March 2008, in
either of the cases indicated above, was within the capital (risk cap-
ital/risk buffer), which was evaluated that financial soundness was
maintained (capital adequacy).

Regarding the “maximization of sharcholders’ value,” “Risk
capital” is allocated to business groups and divisions, and capital
efficiency for each business group or division is assessed in terms of
SVA (shareholder value added) and ROE (return on equity), using
risk-adjusted return as an indicator (capital efficiency).

Ratio by Risk Category

— Operational Risk

Market Risk
10%

Credit Risk

45%

*“Unrealized Gains” in risk capital represents 60% of unrealized gains on securities incorporated into risk capital.

120




(4) Coping with Basel Il

The Basel IT framework, designed to assure the bank’s capital
adequacy by international standards, consists of the following
three pillars.

Sumitomo Trust has built and is still improving the internal
management framework for economic capital, which enables
Sumitomo Trust to meet the requirements of Basel II, in the con-
text of past enterprise risk management, as follows:

1) “The First Pillar”

The first pillar is designed to manage the required capital calcu-
lated under the regulation-prescribed methods. An internationally
active bank is required under the Basel II to have total capital of at
least 8% of the aggregate of credit risk, market risk and operational
risk, in addition to further elaborating the measurement of credit risk.

Under Basel II, banks are to choose risk methods according to
their internal risk management frameworks, and we have adopted

the following approaches.

e Method and Calculation
Capital (Amount)
Credit Risk + Market Risk + Operational Risk

Capital Adequacy Ratio =

Foundation Internal Ratings-Based (IRB) Approach

Credit Risk e

Market Risk Internal Models Approach (see page 131)

Standardized Approach
(see page 135)

Operational Risk

¢ Framework for Risk Management at Sumitomo Trust

Risk Management

2) “The Second Pillar”

The second pillar comprises the management of overall risks,
including “interest rate risk in the banking account” and “credit
concentration risk,” which are particularly important among risks
not covered by the first pillar, by the banks themselves, and the
examination of the banks’ capital adequacy by the banking supervi-
sory authorities through the processes of evaluation and supervi-
sion. It is aimed at maintaining and improving the soundness of
the management of banks. We are managing these risks within the

internal risk management framework.

3) “The Third Pillar”

The third pillar is designed to aim at maintaining and improv-
ing the soundness of bank management by enhancing information
disclosure regarding matters related to the first and second pillars,
such as capital adequacy and risk management, thereby increasing
the effectiveness of market discipline to be exerted on banks.

Enterprise Risk Management

( - -
The First Pillar of Basel II
Management of Required Capital

( -
The Second Pillar of Basel II
Review Capital Adequacy and Efficiency under Internal Risk Management System of Sumitomo Trust (Internal Risk Management Framework)

( 3 4
Secure Capital and
Regulatory Compliance

Capital Regulations Perspective

4

Check for Minimum Capital
Adequacy Ratio of at Least 8%

|8A87 3apIM-
Auedwo)

Reqmred Capital |Confirm Adequac

(Credit, Market and Operational)

L\

[9Aa7 dnouy
ssauisng

Review Capital Adequacy

Perspective of Economic Capital

Integrated Risk Management
(Integrated Risk Amount)

Diversification Effect

\ ( )

Pursuit of Capital Efficiency

Perspective of Shareholders’ Equity

! f

Check Usage Rate

Top-Down Allocation by Management

N
Monitoring

Allocated Capital
(Upper Limit of Risk)

T

Bottom-Up from
Business Groups

Risk Amount by Category and Divisions

(Credit, Market and Operational)

-~

The Third Pillar of Basel Il: Market Discipline
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2. Credit Risk
(1) Internal Risk Management Framework

Credit risk is the risk that arises mainly from credit businesses
including loans, and the most fundamental risk concerning the
“credit creating function,” which is one of the basic functions of
financial institutions. Increasing the accuracy of measurement of
credit risk is one of the features of the revised framework for bank
capital adequacy, Basel II. To further improve our financial
strength, we are striving toward the sophistication of our credit risk

management framework and our credit risk measurement methods.

(1) Risk Management Policy

The basic policy of our credit risk management calls for “a
diversified credit portfolio” and “strict credit management for indi-
vidual credits.” For the former, we are making efforts to mitigate
credit concentration risk by managing, on a sector-by-sector and
country-by-country basis, the diversification of the overall credit
portfolio, including large borrowers. For the latter, on the other
hand, we are managing individual credits in a more elaborate man-
ner through the operation of credit screening, self-assessment and
internal credit ratings.

Furthermore, we have set a standard for profitability by taking
into account expense rate and expected loss ratios for each credit
rating, and reflect the results of this measurement in terms and
conditions of each transaction in a bid to secure profit margins
(spreads) commensurate with their risk amount for ensuring
appropriate risk-return. Our credit risk management covers not
only credit transactions in the banking account but also transac-
tions in the principal guaranteed trust account (Money Trusts and
Loan Trusts).

(2) Organizational Structure for Credit Risk Management

We have established a credit risk management framework
under which various organizations and departments are closely
organized for mutual support and effective checks and balances.
Relevant organizations and departments assume their respective
roles based on the credit strategies and credit risk management

plans formulated by the Board of Directors:

1) Board of Directors

Decides on important matters related to credit risk manage-
ment when establishing semiannual management plans. Based on
reports on credit risk management (including the results of asset
assessment), the Board of Directors decides on the credit strategy
and economic capital plan, and approves standards for self-assess-
ment, and for write-offs and reserves, strengthen and improve the
fund management base, as well as securing the effective use of

funds and the soundness of assets, including assets in trust.

2) Executive Committee

Based on the reports of credit risk management (including the
results of asset assessment), the Executive Committee deliberates
and decides on the credit strategy and economic capital plan, and
brings them to the Board of Directors. Also, the Committee devel-
ops and reviews the framework to carry out self-assessment and the

calculation of write-offs and reserves in an appropriate manner.

3) Credit Risk Committee

Deliberates and decides on basic credit policies as well as
investment and loan transactions, and secures the strengthening
and improvement of the fund management base, the effective use

of funds and the soundness of assets, including assets in trust.

4) Corporate Risk Management Department

Undertakes credit risk management through the measuring of
credit risk amounts, monitoring credit portfolios and validation of the
appropriateness of self-assessment, write-offs and reserves, and verifies
the appropriateness of the Internal Ratings System. Also, it designs
and facilitates the management of credit risk in a proper manner as a

risk management related department pertaining to credit risk.

5) Research Department

Assigns credit ratings by using expertise in industry research,
credit investigations and quantitative analysis conducted from an
objective standpoint independent from business units and the

Credit Supervision Department.

6) Credit Supervision Department
Screens credit transactions strictly, provides appropriate guid-
ance to business units, and conducts self-assessment (secondary

assessment), and deals with problematic loans.

7) Business Units
Manage credit transactions appropriately and conduct self-

assessment (initial assessment).

8) Internal Audit Department
Conducts the internal audit of internal risk management

frameworks for various processes.

(3) Credit Concentration Risk Management

Based on the idea that keeping close tabs on credit exposure to
each obligor as the basics of credit risk management, we manage loans,
stocks, off-balance sheet and other transactions in a comprehensive
and integrated manner. The credit amounts equivalent to derivatives
transactions are calculated and managed on a current exposure basis
(i.e., the reproduction cost of the transaction concerned). We place
limits on credit exposures thus calculated, and also look into the
impact of credit risk realization of large obligors and particular degree
of concentration on industry sectors with large credit exposures,

reporting to the Executive Committee on a quarterly basis.
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To cope with country risk (the risk of investments or lending
becoming irrecoverable due to political, economic or social condi-
tions of that country), we control exposures by country (the total
sum of exposures obligor in a given country) in addition to control

of exposure to each obligor.

(4) Credit Ratings and Self-assessment

“Credit ratings™ that indicate the credit status of obligors and
the possibility of defaults provide the basis for credit screening of
individual transactions and credit portfolio management.

* Please refer to “3. Internal Ratings System,” page 126 for details of our credit rating systems.

Our credit ratings use a method that combines a statistical
quantitative model and qualitative assessment ascertaining charac-
teristics of individual obligors, and they also serve as the basis for
the credit risk calculation using the “IRB Approach” of the Basel II
framework. Our credit rating systems assigns ratings from 1
through 10 to a wide range of obligors, from all corporate cus-
tomers, including banks, to project finance and other structured
finance transactions.

In principle, we conduct the self-assessment for all assets in the
banking account and the principal guaranteed trust account on a
constant basis, and determine the classification of obligors by assess-
ing customers’ repayment capacity by their financial standing, cash
positions, profit-earning capacity, etc., as well as the “asset classifica-
tion” according to the risk of assets becoming irrecoverable and the
risk of the value of assets being impaired. In Sumitomo Trust, we
manage credit risk through self-assessment, and also write off bad

loans and set aside loan loss reserves in an appropriate manner.

e Comparative Table of Credit Ratings and Self-
assessment

Self-Assessment

Credit Ratings

T o
7 » L I
Requiring careful monitoring

8 ""3‘month definquent/restructured R
o

9 At risk of bankruptcy it g
c

10 Legally bankrupt and virtually bankrupt v

(Note) Individual credit ratings can be further adjusted, where necessary,
through the addition of [+] or [-] symbols.

Risk Management

The credit rating systems and the self-assessment system share
basic financial data of customers, and are administered in a mutu-
ally consistent manner, to enable Sumitomo Trust to evaluate the
soundness of credit portfolios by property reflecting the creditwor-

thiness of customers.

(5) Credit Risk Quantification

The measurement of credit risk amount we conduct is
designed to quantitatively grasp the extent as to how far the com-
pany’s assets are likely to incur losses from credit events over the
coming year. In particular, based on estimates of default rates in
each grade of credit rating and recovery rates, we measure the dif-
ference between the maximum value of bad loan losses estimated
within the range of certain probabilities and the expected bad loan
loss, which is the average value of estimated bad loan losses, as the
credit risk amount. The measurement results are reported regularly
to the Board of Directors and the Credit Risk Committee.

As our risk measurement method, we have adopted Monte
Carlo simulation, which generates a variety of scenarios (100,000
in our case) to plot a distribution of losses from which the maxi-

mum value of losses is estimated (See the chart below).

¢ Risk Amount

Maximum value of loan losses
estimated within the range
of certain probabilities

Average value

Risk amount

\ A

AKousnbaiq

al.

Small «+ Estimated bad loan loss — Large

In the actual measurement, as our method is designed to fac-
tor in the correlation between individual assets, the risk amount
figured out reflects not only the quality of assets, but also the
effects of diversification of credit portfolios. Therefore, by regularly
monitoring the risk amount, we can ascertain the status of our
Credit Risk Management policy, i.e., “a diversified credit portfo-
lio” and “strict credit management for individual credits,” and also
can check the appropriateness of capital allocation and the sound-
ness of business operations.

In managing the credit portfolio by making use of these fea-
tures of monitoring, we seck an operation of the credit portfolio
that maximizes returns on the overall portfolio, while maintaining
the risk amount within a certain range through diversification by

individual customer and industry sector, and other measures.
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The estimates of default rates and other factors used in the
measurement and grasping of the risk amount are also used in
measuring required capital adequacy ratio under Basel II. Going
forward, we will develop more precise methods of credit risk meas-
urements by expanding and improving internal data on the recov-
ery rates and other factors.

Usually, the measurement of risk amount is conducted using
the above-mentioned estimates calculated based on data on actual
results. However, as a complementary measure, we also conduct
“stress testing,” intended to estimate the maximum possible losses
that may arise from a situation that represents an aberration from
historical data but could theoretically occur. We set out multiple
stress scenarios and conduct simulations to see how the risk
amount changes in each of these scenarios. The results of these
tests are reported to the Board of Directors.

Prompted by the U.S. subprime mortgage problems, we are
striving to enhance the method for measuring the amount of
price risk inherent in credit risk and our capability of formulating

stress scenarios.
() Coping with Basel Il

(1) Measurement of Required Capital
by the IRB Approach
As a method for measuring the credit risk related to the calcu-
lation of the required capital under Basel II, Sumitomo Trust has
adopted the “Internal Ratings-Based Approach,” which uses credit
ratings and other internal data for the management of obligors.

¢ Basic Process of the IRB Approach

Accumulation of financial data >

on obligors

. . Assignment of
Assessment Assignment of Securing of
by front obligor consistencyd credit ratings
office classification/asset

departments categorization

Self-assessment process

» Credit ratings process ’

(a) Basic Process of the IRB Approach
Under the IRB Approach, the amount of regulatory required
capital is calculated by the following three stages:

1) Assignment of Credit Ratings (Credit Ratings and
Credit Rating Pool Categories)

A bank develops its own ratings system (Internal Ratings
System)* in accordance with its risk profiles, and based on this sys-
tem, the bank assigns ratings to obligors. Credit ratings ensure the
consistency with the results of self-assessment, and the accuracy of
credit ratings is secured with credit risk management related
departments validating internal rating system and rating grades
assigned to individual obligors.

* For details of our credit ratings system, please refer to “3. Internal Ratings System” on page 126.

2) Estimation of Parameters

Estimation of some parameters (input variables) necessary for
risk measurement is implemented by collecting the actual results
(performance data) of credit extended to individual credit transac-

tions on the basis of ratings assigned under 1).

3) Calculation of Minimum Required Capital
The minimum required capital is calculated by applying the
result of 2) above to the calculating formula based on the notifica-

tion by the Financial Services Agency.

Estimation of The First Pillar of Basel Il

parameters

Calculation of
regulatory
required capital

Monitoring and validation by credit risk management departments
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(b) Approaches Applicable to Respective Exposures
Under Basel II, methods of calculating risk weights and credit

ratings used are varied depending on asset classes. Please refer to

Risk Management

the table below for the breakdown of calculation methods and

credit ratings we apply to respective exposures:

e Calculation Methods and Credit Ratings Applied to Respective Exposures

o Applicable Applicable Credit
Approach Asset Classification Sub-category Calculation Approaches* Ratings
Internal Corporate Corporate Large enterprises Regulatory Obligor Ratings
Ratings-Based | Exposure Exposure Formula 9 <
Haghesen Small and medium-sized enterprises Es%:ﬁ;ory Obligor Ratings
Specialized Loans for commercial real estate (with high volatility) | Slotting Criteria .
Lending Project Finance, Commodity Finance, Object Finance | Approach Structured Ratings
Purchased : Regulatory ' )
Receivablos Regulatory formula for underlying assets Eormula Obligor Ratings
Slotting criteria approach for underlying assets ilgpt)t:ggc%me”a Structured Ratings
Cases where classification is not possible due Top-down Credit Pool
to multiple underlying assets Approach [EAHRCOIS
Sovereign Regulatory ] :
Exposure EarulE Obligor Ratings
Bank Exposure ng’#ﬁ;ory Obligor Ratings
- Domestic listed equities (including OTC equities), . .
Equities, etc. equities of domestic unlisted obligors PD/LGD Approach | Obligor Ratings
Equities of domestic unlisted firms with Simplified Approach -
no credit exposure, foreign equities
Retail Retail Exposure Residential mortgage exposures izgik iy Credit Pools
Exposure Formula
Qualifying revolving retail exposures Egg#ﬁ;ow Credit Pools
Other retail exposures Egg%ﬁ;ory Credit Pools

* Supervisory Formula & PD/LGD Approach: Formulas prescribed in the Notification (by the Financial Services Agency) are used.
Supervisory Slotting Criteria Approach: An approach to calculate credit risk by mapping internal credit ratings to the five supervisory categories, each of which is associated with a

specific risk weight.
Simplified Approach: An approach that uses predetermined risk weights.

External Ratings-Based Approach: An approach that uses risk weights mapped to external ratings.
Top-Down Approach: An approach that uses formulas prescribed in the Notification (by the Financial Services Agency), with assets purchased regarded as an aggregate.

Notes:

1. We use the external ratings-based approach and the supervisory formula. For details, please refer to page 135, “(I) Securitization Exposures.”

2. For “funds,” we apply calculation methods depending on respective underlying assets.

(c) Estimated Parameters

As described below, there are three parameters necessary for
the measurement of risk amount. Exposures with higher levels of
parameters need higher required capital. In order to ensure the
objectivity and accuracy, we use, in principle, the same parameters

used for internal risk management purposes for Basel II as well.

1) Probability of Default (PD)
The prior probability that a single obligor or a single transac-
tion is likely to default during a specified period.

2) Loss Given Default (LGD)
The prior estimate of the ratio of a loss likely to be incurred in
the event of a default by a certain obligor or a certain transaction to

the exposure at default.

3) Exposure At Default (EAD)

The likely exposure amount at the time of occurrence of events
of default, including additional credit that may be drawn from lines
of credit or other financing, before a customer defaults on obligations.

Sumitomo Trust and Banking 2008 Annual Report
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(d) PD Estimation Method

In our internal risk management, we estimate PD, LGD and
EAD, and of them, we use estimates of PD as parameters for the
IRB Approach under Basel II.

For domestic credit ratings, we estimate PD in line with the
definition of default, which equates with Basel II definition, on the
basis of our performance data (the “internal historical data
method”). For overseas credit ratings, we estimate PD on the basis
of the mapping with default data provided by Moody’s Investors
Service, Inc. (the “mapping method”).

In principle, we estimate PD for credit ratings on the basis of
the cumulative default rate from the internal historical data for the
latest 10 years and by taking into account applicable external data.
For transactions subject to credit pool management that do not
have the ratings migration, we estimate PD, in principle, by using
the average of the actual default rates for the latest 10 years. Where
the period of accumulation of performance data has yet to reach 10
years, we estimate PD on the basis of the actual default rates of the

years for which the performance data is available.

(e) Usage of Various Estimates for Purposes other than
Calculation of Capital Adequacy Ratio
Our estimates used for the calculation of the capital adequacy
ratio coping with Basel II are applied for the following items:

1) Use of estimated PD
Measurement of credit risk amount, management of regulato-

ry required capital, controls of credit limits, etc.

2) Use of Credit Ratings
Authority for originating transactions, criteria for self-assess-

ment, standards for credit pricing, etc.

(2) Exposures where

the Standardized Approach is Applied

The Standardized Approach calculates risk assets by using
external ratings provided by qualified rating agencies, instead of
our own credit ratings. We have adopted the IRB Approach. We,
however, partially use the Standardized Approach for exposures
subject to the transitional phase to the IRB Approach (the “phased
rollout of IRB Approach”) because of not adequate accumulation
of internal data, and for insignificant exposures carved out from
the application of the IRB Approach.

We use ratings provided by the following qualified rating
agencies to assess risk-weighted assets: Rating and Investment
Information, Inc. (R&I); Japan Credit Rating Agency, Ltd. (JCR);
Moody’s Investors Service, Inc. (Moody’s); Standard & Poors
Rating Services (S&P); and Fitch Ratings Led. (Fitch).

(@) The “Phased Roll-out” Exposures

We apply the Standardized Approach to our subsidiaries
(business units) that are in the middle of preparatory work toward
the application of the IRB Approach. Subject to our “phased roll-
out” exposures are, among subsidiaries undertaking lending opera-
tions*, those exposures that require a certain period for developing
systems to estimate the necessary parameters to be applied for their
credit pools or credit ratings. For these exposures, we plan to shift
to the IRB Approach in sequence by the end of March 2010.

* First Credit Corporation, Life Housing Loan Ltd., STB Leasing Co., Ltd. Group,
and Sumishin Matsushita Financial Services Co., Ltd.

(b) The “Carved Out” Exposures

We apply the Standardized Approach to subsidiaries that
undertake little credit businesses, if any, as well as certain transac-
tions that are not significant in terms of credit risk management,
carving them out from the IRB Approach.

Criteria whether to carve out business units or transactions
from the IRB Approach are made after fully considering their
importance with respect to the following points:

1) The size and frequency of the credit loss

2) Rank under the credit portfolio plan or the credit risk man-

agement policy

3) The ratio to overall credit risk-weighted assets

3. Internal Ratings System

(1) Outline of the Internal Ratings System

The internal ratings system ranks the PD (probability of
default) of obligors and assigns a “typical PD” for each credit rating
grade (credit rating and credit pool category) or for each credit pool.
The typical PD is a single-year PD that typically represents the level
of creditworthiness conservatively estimated to obtain the long-term
and stable level by excluding the impact of economic cycles.

Our internal ratings system is intended to ensure an appropri-
ate evaluation process for financial assets held by the Sumitomo
Trust Group (excluding non-important consolidated companies),
and contribute to profit management and credit risk management
in accordance with the Risk Management Policy. Moreover our
internal credit ratings system is broadly divided into the domestic
ratings system (hereinafter referred to as “domestic ratings”) and
the overseas ratings system (hereinafter referred to as “overseas rat-
ings”). Each system includes obligor ratings assigned to corpora-
tions as well as structured ratings assigned to project finance

transactions and securitized products, etc.
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(2) Administration of the Internal Ratings System

The process related to credit rating assignment comprises the
“Planning Process” for defining ratings and setting procedures and
criteria (“Policy on Credit Ratings”), the “Implementation Process”
for appropriately applying the credit ratings and credit pools assign-
ment criteria and methods, and the “Validation Process” for ensur-
ing the effectiveness and objectivity of credit ratings.

e Administration Process of Credit Ratings

Planning
Process

Implementation
Process

Validation
Process

(@) Planning Process

The planning process is the procedure to establish credit rat-
ing criteria, credit pools categories and credit rating model* to
secure the objectivity of the internal rating system, for which credit
risk management related departments are responsible.

* Our credit rating model is the tool we have developed on our own to allocate the rat-
ing grade that corresponds statistically to the probability of default (PD) by using
financial data of obligors.

(b) Implementation Process

In the implementation process, the credit rating assignment
procedure and assignment of credit pools are undertaken in accor-
dance with the criteria prescribed in the planning process. In
Sumitomo Trust, each designated unit takes charge of credit ratings
assignment in the credit pool management as the “Implementation
Department.” The procedure of credit rating assignment consists of
a new assignment, regular review and monthly review, and the rating
system is run in a way where credit ratings are reviewed in a timely
manner in response to changes in the creditworthiness of obligors.

Furthermore, we assign credit ratings to customers in a combi-
nation of “quantitative assessment” and “qualitative assessment.”
“Quantitative assessment” is an assessment based on our credit rat-
ing model and mapping with external ratings, while “qualitative
assessment” is an assessment based on human judgments by trained
bankers (hereinafter referred to as “expert judgment”).

As we take the approach to determine credit ratings ultimately
by combining “quantitative assessment” and “qualitative assess-
ment,” the monitoring of the objectivity of “qualitative assess-
ment” made by expert judgment becomes important in ensuring
the effectiveness of ratings.

In our company, throughout the implementation process,
credit risk management related departments are monitoring the
proper implementation of credit ratings in accordance with criteria

set by the implementation department. Through the monitoring

Risk Management

function of the implementation process, credit risk management
related departments ensure the entire process, including the appro-
priateness of the objectivity of expert judgment.

¢ Implementation Process of Credit Ratings

Credit ratings

Quantitative

assessment

(c) Validation Process

Credit risk management related departments, as “Validation
Departments,” carry out validation work once a year in order to ensure
the accuracy and adequacy of results of the credit ratings model.

In the validation process, implementation departments pro-
vide data for validation, while validation departments undertake
the validation of the following items:

* Validation of the rate of concentration for each credit rating grade

¢ Validation of the adequacy (back testing) for each credit rating

grade by using actual default data

* Validation of the adequacy of the following items with respect to

the credit rating model:

1) Time-series changes in financial indicators as explanatory variables

2) Time-series changes in the model factor

3) The rate of modification of ratings by the qualitative assessment

4) Validation of discriminating power using the order of ratings and

ex post facto default data

5) Benchmarking using external ratings

(3) Procedures for Ratings Assignment under the
Internal Ratings Systems
(@) Procedure for Assigning Domestic Credit Ratings
(Obligor Ratings)
1) Subjects to be Rated
We assign credit ratings to all domestic corporate obligors

(residents and nonresident Japanese).

2) Quantitative Assessment

In domestic ratings, we use the credit rating model under which
obligors” financial indicators are explanatory variables, and the typi-
cal PD is the explained variable. In building the credit ratings model,
we have classified our obligors into five industry categories of manu-
facturing, wholesale/retail, services (including nonbanks), transporta-
tion/communications and construction/real estate in order to reflect
financial characteristics of each industry sector in the assessment, and
adopt statistical methods to choose financial indicators with a high
correlation to the PD for each industry. Also, financial data
employed for the building of the model and the assessment of indi-
vidual obligors by the model is used with information additional to
public financial statements, such as unrealized losses, obtained by
front office department, thus enabling the quantitative assessment

that reflects the actual condition of obligors.
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3) Qualitative Assessment

The staff of implementation departments responsible for
assigning sector-by-sector credit ratings assess “keiretsu” corporate
groupings, industry circumstance, external ratings, future cash flow
stability and other information that are not reflected in financial
indicators as expert judgment.

For expert judgment, the margin of modification is limited,
and qualitative assessment items are indicated in writing in order
to contain the arbitrariness of those staff responsible for the assign-
ment of credit ratings, and the monitoring procedure by credit risk
management related departments is in place to ensure the objectiv-

ity of modifications.

(b) Procedure for Assigning Overseas Credit Ratings
(Obligor Ratings)

1) Subjects to be Rated
We assign credit ratings to all overseas obligors (nonresidents

and non-Japanese).

2) Quantitative Assessment

Given the limited availability of data compared to domestic
ratings, overseas ratings look to external ratings (Moody’s, S&P
and Fitch) as main judgment factors (for standard ratings and
quantitative assessment ratings), and in principle, ratings on unse-
cured senior bonds are regarded as “standard ratings.” When there
are multiple external ratings, whichever is lower is used as the stan-
dard rating, in principle.

When there are no external ratings, we compare other compa-
nies in the same industry sector (in principle, multiple companies
are selected from the same industry in the same country), or ratings
based on the “Credit Statistics” publicized by rating agencies, and
determine the “quantitative assessment ratings,” as a prime factor
for rating. Through this procedure, we secure the consistency of
credit assessment criteria between obligors with external ratings

and obligors without external ratings.

3) Qualitative Assessment

The qualitative assessment ratings by expert judgment are
determined on the basis of qualitative assessment criteria for
domestic credit ratings and also by incorporating assessment fac-
tors not used in Japan, and limits are imposed on the margin of

modification for each item of assessment.

(c) Procedure for Assigning Structured Ratings
1) Subjects to be Rated

Structured ratings are assigned to loans and bonds backed by a
project, an asset or asset pool of finance are paid (structured deals)

under which interest and principal by income and proceeds from

the sale of financed assets. Structured ratings correspond to each
PD level. Even when a single obligor or issuer is involved legally, in
cases where the probability of default differs for each tranche due
to different financial conditions, different ratings may be assigned
to different tranche.

2) Quantitative Assessment

Two indicators are used for the quantitative assessment of struc-
tured ratings: 1) the loan to value (LTV), which is the ratio of the
amount of loans taken out or bonds issued to the appraised value of
the subject asset; and 2) the debt service coverage ratio (DSCR),
which is the ratio of net cash flow to the amount of interest on loans
or bonds plus contracted principal payments. In the quantitative
assessment, we assess default risk during a given period and the cer-
tainty of redemptions by the sale of subject property at maturity
and/or refinancing by combining the two indicators above.

In addition, we assess the DSCR conservatively in anticipation

of changes in the environment during a given period.

3) Qualitative Assessment

In a real estate non-recourse loan, for example, when a highly
creditworthy tenant has undertaken a long-term lease contract, or
when credit enhancement by a sponsor(s) and arranger(s) can be
expected, the assessment by expert judgment, in some cases, adjusts
the rating level by taking these factors into consideration.

Since structured ratings are strongly individualized depending
on specific transactions, we are ensuring the objectivity of ratings
assigned by always undertaking the consensus decision-making at
credit risk management related departments concerned on the ade-

quacy of qualitative assessment.

(d) Procedures for Assignment of Credit Pool Categories
1) Transactions subject to credit pool categorization

A credit pool is a group of transactions with similar risk pro-
files with regard to risks relating to the obligors as well as the trans-
actions. In principle, Sumitomo Trust applies the credit pool
management approach to loans provided to individuals. However,
business finance loans to individuals, the outstanding balance of
which is 100 million yen or higher, are assigned obligor ratings and
managed individually.

2) Assignment of credit pool categories

Sumitomo Trust divides loans to individuals into several cate-
gories according to product type, obligor status, transaction status,
collateral coverage status and delinquency status. The loans are divid-
ed into three sub-categories: “residential mortgage exposure,” “quali-

fying revolving retail credit exposure” and “other retail exposures.”
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4. Market Risk and Liquidity Risk
(I) Internal Risk Management Framework

Market risk is the “risk of incurring losses due to fluctuations
in the value of assets/liabilities or revenues thereof, either due to
fluctuations of items, such as interest rates, stocks and foreign
exchange rates, commodity, credit spreads, or owing to fluctua-
tions in the value of other assets.”

Liquidity risk is the “risk of loss caused in a situation where it
becomes difficult to secure necessary funds or becomes obligatory
to raise funds at interest rates significantly higher than usual, due
to maturity mismatches between investment and funding and/or
an unexpected outflow of funds (funding risk)” and the “risk of
loss caused in a situation where it becomes impossible to conduct
transactions on the market or becomes obligatory to trade at prices
significantly disadvantageous than usual due to market volatility
(market liquidity risk).”

(1) Risk Management Policy

We recognize market risk as the source of profits, and make it
our basic management policy to proactively take risks within the
allowable range and appropriately manage them in a manner that
will maximize returns. With respect to liquidity risk (funding risk),
we recognize this should be appropriately managed, and set a basic
policy to manage it by setting an appropriate limit to avoid this
risk by taking our own fund-raising capabilities into account.

Regarding liquidity risk (market liquidity risk), our basic poli-
cy is to manage it by limiting the amount of transactions involving

market risk to an appropriate level.

(2) Risk Management Framework
1) Board of Directors

The Board of Directors approves and determines a basic ALM
plan and a risk management plan as important matters related to
market risk and liquidity risk under management plans on a semi-

annual basis.

2) Executive Committee

On a semiannual basis, the Executive Committee deliberates
and decides a basic ALM plan and a risk management plan referred
by the ALM Committee. In addition, based on reports on the sta-
tus of market risk management, the Executive Committee imple-
ments measures to develop and improve the framework for

facilitating control functions.

3) ALM Committee*
On a semiannual basis, the ALM Committee plans the ALM
Basic Policy on the company-wide comprehensive risk operational

management for assets/liabilities as well as a risk management plan

Risk Management

related to market and liquidity risk. The ALM Committee is held
on a monthly basis and controls market and liquidity risks on a
consolidated basis, and strives to ensure the soundness of the com-
position of assets and liabilities as well as stability of earnings.

*ALM: Asset-liability management, designed to manage cash flows, liquidity, foreign
exchange risk, interest rate risk, etc. by grasping the attributes of maturities and inter-
est rates from assets and liabilities.

4) Corporate Risk Management Department

As a middle office independent from departments responsible
for business processing (back offices) and departments responsible
for market trading (front offices), the Corporate Risk Management
Department is in the position to ensure proper control functions
among the front, middle, and back offices. The role of this depart-
ment includes the monitoring of conditions of market and liquidi-
ty risks managed under the ALM basic policy, measuring of risk
amount and profits/losses, and planning and promoting market
and liquidity risk management measures. It monitors the status of
observance of risk limits and loss limits. As a result, the department
reports its findings to the members of the ALM Committee on a
daily basis, and periodically and directly to the ALM Committee as
well as the Board of Directors.

5) Internal Audit Department
Conducts internal auditing of the adequacy and effectiveness

of the risk management framework.

6) External Audit
We have external audits conducted as necessary in order to
ensure the appropriateness of the risk management processes and

procedures.

e Market Risk/Liquidity Risk Management Framework

® Determines basic g
e aal Board of Directors

policies Executive Committee

® Determines market
risk n 7

o Supervises risk Risk Allocation
management

ALM Committee

status

Front office

Reports on risk
Checks and | @nd profit/loss
balances | status

Back office = =—— Middle office

Checks and
balances

Verifies transactions Monitors risk and profit/loss status

Inspects management status

Internal Audit Department
External audit
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(3) Market Risk Management Approach
(@) Quantification of Market Risk

We employ Value at Risk (VaR) as a measure of market risk.
VaR uses historical actual market fluctuation performance to statisti-
cally predict the maximum expected losses under specific conditions.

Based on the internal model developed on our own, we meas-
ure VaR and also manage risk by calculating various risk manage-
ment indicators and carrying out simulations.

Our measurement of VaR using the internal model basically
employs the variance-covariance method, and at the same time also
partly uses the historical simulation method for calculating the
nonlinear risk associated with options transactions. By category,
market risk can be classified into interest fluctuation risk, stock
price fluctuation risk, foreign exchange rate fluctuation risk, etc.
We calculate market risk by simply adding up all risk categories
without considering the correlation between these categories.

In order to enhance the effectiveness of market risk manage-
ment described above, we carry out back testing and stress testing
to validate the reliability and effectiveness of the internal model we

are using.

(b) Back Testing

To validate the reliability of our internal model, we carry out
back testing by comparing daily-calculated VaR with actual daily
profit and loss. The middle office monitors the results of compari-
son between actual profit and loss and VaR on a daily basis, and, in
the event of actual loss exceeding VaR, conducts a factor analysis,
and assures the accuracy of the internal model. In addition, the
quarterly results are reported to top management. The results of
back testing regarding the banking account for fiscal year 2007
show that there was no instance of actual profit and loss in excess
of VaR, while the results of back testing regarding the trading
account show that there were two instances of actual profit and loss
in excess of VaR. This indicates that our internal models mostly

ensure good levels of preciseness.

(c) Stress Testing

In addition to the management of market risk through the
internal model, we regularly conduct stress tests that simulate the
extent of potential losses under a situation with changes going
beyond statistically expected levels (an overrun of the holding peri-
od, etc.). The middle office carries out appropriate stress testings
using multiple stress scenarios, including scenarios based on
changes that occurred in the market on the occasion of past market
events and scenarios that reflect the maximum change that
occurred over a certain period of time according to the portfolio
characteristics. Stress testing is conducted on a daily and monthly
basis, and testing results are reported to members of the ALM
Committee, while the test results are also confirmed in a monthly
report of the ALM Committee. The results of stress testing are also

reported to the Board of Directors on a quarterly basis.

(d) Status of Market Risk

With respect to the monitoring of market risk amount in the
banking account, in principle, VaR is calculated on a daily basis
following the measurement criteria below:

VaR measurement standards

¢ Confidence interval: One-tailed 99%

e Time Horizon: 21 business days

e Observation period: 260 business days

The expiry of transactions is in accordance with contract terms.

With respect to the monitoring of market risk amount in the
trading account, VaR is calculated on a daily basis following the
measurement criteria below in principle:

VaR measurement standards

¢ Confidence interval: One-tailed 99%

* Time Horizon: 1 business day

¢ Observation period: 260 business days

The market risk amount (VaR) described above are managed
to fall within the amount of risk capital allocated to market risks.
In the assessment of the adequacy of capital, the integrated risk
amount (overall VaR), which also includes risk amount of other

risk categories than market risk, is compared with risk capital.

(4) Liquidity Risk Management Approach

Liquidity risks comprise funding risk and market liquidity risk.
We manage funding risk on a daily basis by setting an upper limit
on the daily financing gap (the amount of funds required) and
check whether future financing gaps, including planned investment
amounts, can be covered by assets easily convertible into cash and
funds to be raised from the market, and conduct monitoring to
ensure proper funding operations. Also, we take all possible meas-
ures to ensure appropriate liquidity risk management. For example,
we have established three different settings for managing funding
risk — normal times, times of concern and times of emergency —
depending on the financing liquidity condition, and developed lig-
uidity contingency plans for the times of concern and emergency.

Market liquidity risk is unavoidable risk that arises when we
undertake market risk. We conduct risk management in ways to
keep market liquidity risk involved in market risk within an appro-
priate range, for example by determining the amount of market
risk we can undertake with due consideration as to whether the
risk amount is at a level that enables transactions at reasonable
prices in light of the market size.

The middle office monitors these liquidity risks and makes peri-
odic reports to the ALM Committee and the Board of Directors.

Meanwhile, regarding foreign exchange settlement risk, which
refers to the risk of failing to receive currencies purchased in for-
eign exchange trading in exchange for the payment of sold curren-
cies (due to bankruptcy of the counterparty), we are moving to
mitigate settlement risk through the participation in settlement

members of Continuous Linked Settlement Bank (CLS Bank).
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(5) Approach to Manage Credit Risk in Market Trading
When conducting market trading with financial institutions as
counterparties, credit risk as well as market risk arises, making it
necessary to conduct appropriate risk management in accordance
with types of transactions. In order to contain credit risks associated
with repetitive market trades with specific counterparties within a
certain range, we are managing such risks by establishing credit lines
for respective counterparties. While in principle we treat principal
or notional principal in contracted market trades as credit equiva-
lents, we calculate credit equivalents by applying the current expo-
sure method in principle for derivatives transactions. We also apply
the same method to the calculation of credit equivalents regarding
transactions with long settlement periods. Regarding these market
trades, the middle office controls credit limits integrally for both
on-balance sheet and off-balance sheet transactions on a monthly

basis, and manage credit lines in an appropriate manner.
() Coping with Basel Il

(1) Measurement of Market Risk Equivalent

Under the Basel II framework, market risk is subject to regula-
tory supervision as was under the preceding BIS regulation. The
market risk equivalent refers to the sum of market risk in the trad-
ing account and foreign exchange risk and commodities risk in
accounts other than the trading account, which is a factor used to
calculate the capital adequacy ratio. We calculate the market risk
equivalent mainly by applying the internal models approach*.

* We apply the Standardized Approach concerning individual risks at the parent com-
pany and exchange rate risks at consolidated subsidiaries.

The internal model used in measuring the market risk equiva-
lent is the same as the internal model for internal management, but
the time horizon for the trading account, which is just one day for
internal management purposes, is set at 10 business days in con-
formity with Basel II. We validate the reliability and effectiveness
of the internal model by conducting back testing.

(2) Outlier Ratio

Regarding the amount of interest rate risk for the banking
account under Basel II, when economic value calculated*' under a
certain interest rate fluctuation scenario* declines by more than
20% of the sum of Tier I (core capital) and Tier II capital (comple-
mentary capital), a bank falls under the category of “outlier banks,”
and remedial actions to improve its stability will be made. The out-
lier ratio is obtained by dividing the overall amount of interest rate
risk by the broadly defined capital (Tier I + Tier II). As indicated
by the table on page 158, our outlier ratio (on a consolidated basis)
was 8.4% at the end of March 2008, keeping us out of the catego-
ry of outlier banks. With respect to the amount of interest rate risk

Risk Management

in the banking account, the amount of interest rate risk for internal
management purposes and the overall amount of interest rate risk
used for calculating the outlier ratio are not necessarily the same
because of differences in the measurement method, calculation
conditions and other matters.

*1. Our interest rate fluctuation scenario assumes an interest rate shock consisting of
the 1st and 99th percentile of the fluctuation of interest rate measured for the one
year time horizon and the minimum observation period of five years for the
Japanese yen, U.S. dollar and Euro.

Regarding currencies which account for less than 5% of our overall assets or lia-
bilities, we uniformly use a parallel shift of 200 basis points upward or downward
as an interest rate fluctuation scenario.

*2. Our risk measurement method uses the interest rate sensitivity approach. Core
deposits are defined as the lowest of the following three, as an upper limit, for the
five-year maturity (the average term of 2.5 years): 1) the lowest balance of deposits
in the past five years; 2) the balance left after deducting the maximum annual out-
flow of deposits in the past five years from the current balance of deposits; or 3) the
amount equivalent to 50% of the current balance of deposits.

5. Operational Risk
(I) Internal Risk Management Framework

Operational risk is defined as the “risk of losses arising from
inappropriate business processes, and the activities of officers/employ-
ees and computer systems as well as external incidents.” In our case,
business processing risk, information security risk, compliance risk,

human resource risk, event risk and reputational risk are included.

(1) Risk Management Policy

The primary objective in operational risk management is to
prevent such risk from occurring. We continuously carry out activ-
ities to enhance our staff’s administrative capabilities and the quali-
ty of our services, in addition to the development of various rules
and regulations and their strict implementation, and the enhance-
ment of awareness of risk prevention through education and
enlightenment. It is our basic policy to build the internal risk man-
agement framework and strengthen its operation so that we can
respond promptly and contain damage to a minimum, if by any
chance an accident does occur. Further, we control the amount of
operational risk as part of integrated risk management by quantify-
ing it, except for reputational risk.

From the viewpoint of building an effective operational risk
management framework, we have developed framework for man-
agement of risks in six subcategories that constitute operational risk
as well as the comprehensive framework for managing operational

risk that integrate the subcategory structures.

1) Business Processing Risk
Risk of incurring losses arising from executives or employees
neglecting to engage in proper business activities, or other inci-

dents such as accident or fraud.
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2) Information Security Risk

Risk of incurring losses, owing to factors such as improper
management of information of the company and our customers,
system failure or improper management of system development

projects, etc. (including so-called system risk).

3) Compliance Risk

Risk of incurring losses for reasons such as penalties, claims or
lawsuits arising from a lack of compliance with laws and regula-
tions in Japan and abroad, or an inability to complete transactions
due to contractual impediments including the lack of necessary

provisions or lack of legal capacity by the transaction counterparty.

4) Human Resource Risk

Risk of incurring losses due to issues such as unequal or unfair
management of personnel, including issues related to compensa-
tion, benefits, release from employment and harassment.

5) Event Risk
Risk of incurring losses arising from extraordinary situations

such as natural disasters, war and criminal offenses.

6) Reputational Risk

Risk of incurring losses due to a (possible) major impact on
business as a result of deterioration in reputation for Sumitomo
Trust or its subsidiaries, owing to reasons such as mass media

reports, rumors or speculation.

(2) Risk Management Framework
1) Board of Directors

Puts the structure in place to develop and improve the opera-
tional risk management system, risk processes and various rules and
regulations on the basis of the Risk Management Policy laid down by
the Board of Directors. The Board of Directors decides on important
matters related to operational risk management activities (Operational
Risk Management Plan) adopted on a semiannual basis.

The Board of Directors receives regular reports on the opera-
tional risk situation, including the occurrence of accidents and the
amount of operational risk, and issues appropriate instructions

after assessing the effectiveness of operational risk management.

2) Executive Committee

On the basis of reports on the operational risk management
situation, deliberates the Operational Risk Plan, establishes a com-
mittee (Operational Risk Management Committee) concerning
operational risk management, units responsible for the manage-
ment of respective risk subcategories and unit(s) responsible for
comprehensive management of operational risk, and maintains the

proper conditions for operational risk management.

3) Risk Management related Departments
In addition to the Corporate Risk Management Department

that comprehensively manages operational risk as a risk manage-
ment related department independent from other business-related
departments, we established risk management related departments
for each of the risk subcategories to manage and operate the opera-
tional risk management framework appropriately in close coordina-
tion with each other.

Risk management related departments collect and assess vari-
ous data related to risk management for the monitoring of risk pro-
files, and are also responsible for instructing units, providing

necessary information to the Board of Directors.

¢ Risk Management related Departments

Risk Category Risk Management related Department

Corporate Risk Management

Operational Risk Department

Operations Process Planning

Business Processing Risk

Department
(Personnel Department for internal fraud)

Information Security Risk
(system risk, information management)

IT & Business Process Planning
Department

Compliance Risk
(including legal risk)

Legal and Compliance Department

Human Resource Risk

Personnel Department

Event Risk

Corporate Administration

Department

Reputational Risk Corporate Risk Management

Department

4) The Internal Audit Department
The Internal Audit Department conducts an internal audit of

the adequacy and effectiveness of the risk management framework.

(3) Flow of Operational Risk

We have in place a framework to collect and analyze reports
on operational accidents for our group as a whole and implement
measures to prevent the recurrence of similar accidents, with the
Corporate Risk Management Department, which is responsible for
comprehensive management of operational risk, coordinating
activities of other risk management related departments.

In addition, each department conducts risk assessment for
itself both periodically and as necessary, identifies operational risks
in daily operations in the form of scenarios and estimates the
amount and frequency of losses that may arise in each scenario (a
situation that could have an impact on the management of
Sumitomo Trust) and evaluates the extent of the impact. Based on
the results thereof, each department formulates risk management
measures regarding scenarios whose impact is estimated to be large,
and the Corporate Risk Management Department follows up on
the implementation status of those measures.

Additionally, on the basis of internal loss data collected
through operational accident reports and self-assessment results, we

have estimated statistically the loss distribution and the event prob-
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ability distribution. The amount of operational risk is calculated
every half year by the Monte Carlo simulation method, which esti-
mates the maximum value of losses arising during a given period.
The operational risk amount thus calculated is distributed to each
group and division with due consideration of the status of their
internal control as determined on the basis of the results of risk

assessments, and is utilized for internal management, such as the
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operational risk improvement plan and corporate profits goal.

The status of the occurrence of operational risk, the results of
risk assessments and the status of risk management, such as risk quan-
tity measurement, are periodically reported to the Executive
Committee and the Board of Directors, and reviews and revisions are

made as necessary in order to ensure highly effective management.

B. Quantitative risk management activity

(4) Business Processing Risk Management Activities

On top of banking businesses at domestic and overseas, we are
engaging in a broad range of trust and asset management businesses,
including pension, investment management, real estate and stock
transfer agency. As these businesses require a high level of expertise
and high quality clerical work, we have established a department to
oversee and provide guidance to business processing operations at
each group and division to facilitate business processing administra-
tion to better respond to customer needs. Each group and division
is also undertaking business processing risk management activities
on their own, based on the Business Management Policy, which
provides for basic matters concerning business processing risk man-
agement, and the Business Risk Management Plan, drawn up semi-
annually by the Board of Directors.

In addition, with the aim of strengthening our business pro-
cessing abilities, we have addressed the stricter assignment of
authority and rules regarding business processing procedures,
concentration of computer systems and business processing,
enhancement of the level of our clerical staff through training,
enhancement and strengthening of the checks and balances
through an internal audit and other measures.

Moreover, in cases where we contract our business operations

to outside entities, we select them from a comprehensive viewpoint
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by considering their 1) reliability; 2) internal management frame-
work; 3) quality and technological abilities; 4) status of informa-
tion security management measures; and 5) measures to respond to
system trouble and/or natural disasters. Even after we start out-
sourcing the work to selected entities, we strive to maintain and
improve the quality of business processing operations and prevent
the leakage of customers’ personal information through measures
such as periodic reviews of the operational situation at outsourcees to
confirm the absence of any problems.

We also have in place a variety of check-and-balance struc-
tures from the standpoint of preventing internal fraud, and provide
a range of training programs to make each officer and employee
fully aware of the high degree of the public nature of services pro-
vided by a trust bank.

(5) Information Security Risk Management Activities

In order to maintain and enhance the safety and reliability of
our computer systems, we have adopted the “Information Security
Management Rules” (“Information Security Policy”), our basic
policy on information security management, as well as specific
observance standards, and are working to improve our computer
system risk management system. Computer systems have become
indispensable as a result of the rapid development of information
technology (IT), and there is the concern that if our computer sys-
tem breaks down or an unforeseen disaster occurs, the situation
will be severe with far-reaching damage done, including a disrup-
tion in services to customers. Thus, in addition to conducting suf-
ficient testing in the development of computer systems and
working to prevent the occurrence of breakdowns, we regularly
check on the progress in the development of important computer
systems. Furthermore, in order to minimize the impact in the
event of a system breakdown, we have prepared a double system
infrastructure, built a backup system, and designed a plan for deal-
ing with emergencies (i.e., a contingency plan).

We have established the risk management framework under

which we monitor the risk situation and, when problems are discov-

e Standardized Approach

ered, follow procedures and deal with the problems promptly.
While the spread of the Internet has helped enhance customer con-
veniences, new risks have emerged such as threats to customers’ per-
sonal information as well as our sensitive internal information as a
result of illegal access from the outside. We are working to ensure
security by vigilantly watching around the clock for any such attacks
and through constant improvements to our computer systems.

Our “Information Security Policy” has provided for the pro-
tection of personal information. We have designated information
management officers responsible for the protection of customers’
personal information, and also set forth criteria that must be
observed regarding the collection, utilization, safekeeping/storing
and disposal of personal information. In addition, since
the announcement in April 2005 of the “Declaration for the
Protection of Personal Information,” we have redoubled our efforts
to protect personal information by further reinforcing the existing
information management system and improving various other reg-
ulations and systems from the viewpoint of the adequate protec-
tion and utilization of personal information. Furthermore, we are
continuously providing education and information to all of our
officers and employees in order to make them act with a greater
awareness of the necessity of managing information security on a

company-wide basis.

(6) Activities to Manage other Operational Risks

In the management of event risk, we have built a system that
enables us to continue business operations with the guidance from
an emergency headquarters so that we can execute business opera-
tions in an appropriate manner even in the event of natural disas-
ters and other unexpected accidents. We also have in place a
business continuity plan and conduct regular training in order to
secure the effectiveness of the plan. In addition, we have built a
human resource risk management framework from the viewpoint
of appropriately managing and preventing such problems as ones
arising from dissatisfaction with performance evaluation and unfair

treatment, and sexual harassment and abuse of authority.

est rate business operations mainly for large-lot customers

Business Category Remarks Assumed Margin
e P e 129%
Commercial Banking Deposit-taking and lending operations outside the retail market 15%
Settlement Settlement-related operations 18%
Retail Brokerage Securities business operations mainly targeting small-lot customers 12%
Trading & Sales Operations related to trading transactions; securities, foreign exchange rate and inter- 18%

Corporate Finance

Intermediation of corporate M&A; underwriting, sale and acceptance of subscriptions
for securities and other operations related to customers’ fund raising (excluding oper- 18%
ations subject to retail banking and commercial banking)

Agency Services

Business operations undertaken as agents for customers 15%

Asset Management

Asset management operations for customers 12%
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Furthermore, for the management of reputational risk, we have
built a system to collect information on media reports and rumors
about us, and promptly and appropriately respond to them
through public relations and investor relations activities from the
viewpoint of preventing such reports and rumors from making a
significant impact on our business management.

* For compliance risk, please refer to page 132.
() Coping with Basel Il

Method used for the Calculation of
Operational Risk Amount

Since the end of March 2007, we have been managing opera-
tional risk as part of required capital under Basel II. We use the
Standardized Approach for the calculation of the operational risk
amount under Basel II. Under this method, we measure the
amount of operational risk by first classifying our business opera-
tions into eight categories (as listed on the previous page), and then
multiplying gross income for each category by different percentages
commensurate with risk.

With an eye to the shift to the Advanced Measurement
Approaches, we will tackle the further sophistication of operational

risk management.

6. Other Matters Related to Risk Management
() Securitization Exposures

Securitization is a transaction where credit risks of multiple
underlying assets are divided into two or more different classes
forming a senior and subordinated structure, and then transferred
partially or wholly to third parities. Well-known such assets, by
type of underlying assets, include residential mortgage-backed
securities (RMBS), commercial mortgage-backed —securities
(CMBS) and collateralized loan obligations (CLO). In a securitiza-
tion transaction, credit risk measurements differ between an origi-
nator, who brings securitized products to the market, and an
investor, who purchases securitization exposures. The originator
does not bear any credit risk, if such risk is completely transferred
in a securitization transaction, but is left with some credit risk, if it
undertook liquidity facilities or accepted a subordinated portion in
designing securitized products. The investor who purchased securi-
tized products naturally bears credit risk inherent in such products.

We participate in the securitization market principally as an
investor, but also have a track record, albeit limited, of designing
securitized products as an originator. We are also in the business of
appropriately managing underlying assets for investors as a trustee,
though we do not bear credit risk in doing so.

Risk Management

(1) Risk Management Policy
in the Internal Risk Management Framework
(@) Investor
In principle, we invest in securitization products assigned with
high external ratings, and during investment periods, try to secure
stable earnings opportunities by regularly monitoring not only exter-
nal ratings but also the status and performance of underlying assets.

(b) Originator

We will consider the possibility of making more active use of
securitization transactions, undertaken as an originator, going for-
ward as a means of controlling our portfolio of loans. In doing so, we
plan to design transactions that would effectively realize the intended
transfer of credit risks, and also calculate credit risk-weighted assets
we bear after securitization in an appropriate manner.

In implementing securitization transactions, we have adopted
a method of sale that recognizes the extinguishment of financial
assets with the transfer to others of control of contractual rights
over financial assets, in line with accounting standards for financial
products. In the case of loans, for example, we recognize the extin-
guishment of assets, in principle, when the transfer of assets is
legally completed and the payment for the transfer is received. In
the case where we hold retained equity after the execution of a
securitization transaction, we do not recognize the sale of assets for
a portion related to the retained equity concerned, and include it

in credit risk-weighted assets.

(2) Quantification of Securitization Exposures

In calculating the risk amount for securitization exposures, we
use specific individual credit ratings assigned to securitization expo-
sures, and measure the risk amount in much the same way as with
ordinary corporate exposures. Interest rate risk associated with secu-

ritization exposures is subject to the calculation of market VaR.

(3) Coping with Basel Il

We prioritize calculation methods for credit risk-weighted assets
in securitization exposures, and choose applicable calculation meth-
ods with the highest priority. For securitization exposures assigned
with qualifying external ratings, we use an “external ratings-based
approach” to calculate risk weights. For securitization exposures with-
out qualifying external ratings, we apply the “Supervisory Formula”
commensurate with the characteristics of underlying assets to the cal-
culation of risk weights. Securitization exposures to which neither of
the above-mentioned approaches can be applied are deducted from
total capital. The total of capital charges against securitization expo-
sures held is not to exceed the amount of required capital in the case
where the IRB Approach is applied to underlying assets.

Qualifying rating agencies we use when we calculate credit risk-
weighted assets with the “external ratings-based approach” are Rating
and Investment Information, Inc. (R&I); Japan Credit Rating Agency,
Lid. JCR); Moody’s Investors Service, Inc. (Moody’s); Standards &
Poors Rating Services (S&P); and Fitch Ratings Ltd. (Fitch).

Sumitomo Trust and Banking 2008 Annual Report

dsid

<
o
=]
D
Q
[}
3
[}
=]
2

135



() Capital Contribution and Equity Exposures
in the Banking Account

We purchase equities through the banking account as part of
investment operations, and also make capital participation in
organizations that can be expected to bring benefit to us and
acquire equities in our customers to help strengthen business rela-

tions with them.

(1) Risk Management Policy
in the Internal Risk Management Framework

While some of the equities we hold are intended to gain short-
term investment returns or returns pertaining to long-term busi-
ness relations, listed stocks are marked to market and as such
exposed to the risk of market price fluctuations.

We measure the risk of equity exposures by broadly classifying
them into those listed and unlisted. For listed equity exposures
with market prices, we recognize the volatility of market prices as
risk, and measure equity VaR with the estimated holding period
(time horizon) of one month, and the one-tailed 99% confidence
interval, in the same way as other market risks in the banking
account, such as interest-rate risk.

Regarding unlisted equities, for which market price fluctua-
tions cannot be observed directly, the amount of risk with a 1 year
time horizon is measured by the method of indirectly estimating
the volatility of an appropriate alternative indicator or by invoking
the PD/LGD approach prescribed under Basel II.

As stocks of consolidated subsidiaries are canceled out with
capital accounts of such subsidiaries on the consolidated financial
statement, capital on the consolidated financial statement is affect-
ed not by price fluctuations of equities of subsidiaries but by fluc-
tuations of prices of assets held by subsidiaries. Thus, the risk to be
measured is not the risk of the value of stocks held declining but
the credit risk and market risk directly borne by subsidiaries. In
contrast, the risk to be measured for equity method affiliates is the
risk of the value of stocks held declining.

(2) Coping with Basel Il

As the risk calculation approach under Basel II, we apply dif-
ferent methods for domestic and overseas equity exposures.

As for domestic equities, equity exposures to obligors and list-
ed companies are calculated with the Regulatory Formula using
credit ratings assigned. We apply the simplified approach to expo-
sures to domestic stocks without credit ratings and overseas equi-
ties, and calculate risk assets by multiplying those exposures by risk
weights set separately for listed and unlisted equities.

However, for equities acquired before the end of September 2004
and held continuously since then, risk weights under the Standardized
Approach are applicable pending the calculation of credit risk-weight-
ed assets as of June 30, 2014 (the grandfathering rule).

() Credit Risk Mitigation Measures

(1) Risk Management Policy
in the Internal Risk Management Framework

Controls of credit exposures can be achieved not simply by
reducing the balance of outstanding credit but also by secking to
protect loans with collateral and guarantees. These protection
measures are collectively called “credit risk mitigation measures.”

While we measure the creditworthiness of customers compre-
hensively by looking at their business status and technological
capabilities as well as their future potential, we also employ the
credit risk mitigation measures in order to cover the deficiency in
creditworthiness or enhance the quality of loans.

What is necessary in doing so is that the credit risk mitigation
measures are “valid” both legally and practically. In order to ensure
that validity, we set internal standards for sound and reliable pro-
tection and management. In recent years, we have witnessed the
emergence of a new strain of collateral, which is not included in
the past standard method, such as “intellectual property rights.”
We intend to respond to the demands of the times, and are striving

to build up our capabilities to accurately assess new kinds of assets.

(@) Netting of Loans against Deposits

We net loans owned against deposits from the same counter-
party, in principle, on the basis of Japanese laws and only with
customers who have concluded bank transaction agreements con-

taining clauses for timely netting.

(b) Legally Valid Bilateral Netting Agreements

When we conduct derivatives transactions and repo-type
transactions, we conclude, in principle, legally valid bilateral net-
ting agreements (ISDA master agreements, etc.) with counterpar-
ties. When there emerge reasons for early termination, we mitigate
credit risk by invoking bilateral netting agreements for the close-
out netting of multiple derivatives transactions and repo-type
transactions concluded with counterparties concerned. We are also
pushing for the conclusion of the Credit Support Annex (“CSA”)
as associated agreements to ISDA master agreements in order to
minimize credit risk in derivatives transactions. CSAs are bilateral
agreements for credit enhancement, under which we and CSA
counterparties calculate the present value of a derivatives transac-
tion and the party with revaluation loss provides the other party
with unrealized gains via collateral with the value equivalent to the
revaluation loss.

Collateral is offered and received on a continuing basis
between us and the CSA counterparty to make the revaluation
gain/loss neutral. When the creditworthiness of one party deterio-
rates and is downgraded, however, the need arises to offer addi-
tional collateral® to account for the impact of the downgrade.

*The value of additional collateral varies depending on individual agreements with
CSA counterparties.
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(c) Outline of Assessment, Management Policies and
Procedures Regarding Collateral

While collateral cannot be determined uniformly due to vary-
ing specific circumstances of obligors, we accept collateral that is
most suitable for the use and character of loans and has good secu-
rity qualifications.

We investigate and assess collateral in a prudent manner, bear-
ing in mind the degree of difficulty in actual disposal and realization
of collateral as well as legal limitations and economic constraints.

Principal collateral we accept includes the following:

e Commercial bills before maturity that fully meet statutory

requirements with settlement certainty

* Yen-denominated time deposits and deposits at notice

* Beneficiary rights of principal of designated money in

money trusts or beneficiary rights of principal and income of
such trusts

* Beneficiary certificates of loan trust with us (both registered

and bearer form)

e Public and corporate bonds, listed stocks and securities

investment trusts (bearer form)

e Land or land and buildings located in Japan for manageabil-

ity, easy to dispose of and with certain collateral quality

e Ships with certain collateral quality

* Foundations having good-quality, well-managed properties

with settlement certainty in terms earning capacity

¢ Claims payable to specific persons that meet certain requirements

The assessment of collateral is conducted once a year, in prin-
ciple, for real estate and ships, while equities and other collateral

with market value are assessed by current prices.

(d) Guarantees

Guarantees are classified into several types, including specific
debt guarantees covering only specific debts and revolving guaran-
tees. In any event, we recognize guarantees that are consistent with
our validity criteria for the effects of credit risk mitigation, includ-
ing those with confirmed guarantee capacity and guarantee inten-
tions, and also recognize guaranteed transactions in the process of
screening credit applications. While we broadly recognize the
validity of guarantees not only with formal guarantee agreements
but also under signed memorandums and commitments to guaran-
tee depending on accompanying terms and conditions, we set
requirements for documents and other materials used to confirm
potential guarantors™ abilities and intentions of providing guaran-
tees and give importance to the substantive effectiveness of guaran-
tees instead of simply relying on written guarantee agreements.

Guarantors tend to be parent companies of obligors, and we
are not relying on any particular guarantors. Since there are usually
close relations between obligors and guarantors, the effect of diver-
sification due to guarantees cannot be expected to any large extent.
But we at least recognize equating the creditworthiness of guaran-
teed debt with the creditworthiness of guarantors.

Risk Management

(2) Coping with Basel Il

The Basel II framework narrowly defines types and require-
ments of credit risk mitigation measures that can be used to miti-
gate risk assets in the calculation of credit risk-weighted assets. As
described above, we make use of credit risk mitigation measures as
much as possible, and set the scope of the credit risk mitigation
measures applicable to the calculation of our capital adequacy ratio
at the end of March 2008 as follows, after scrutinizing their eligi-
bility for the notified requirements:

<Qualifying Financial Asset Collateral>

* Netting of loans against deposits (limited to jurisdictions
where netting is authorized in a stable manner and also
based on judicial precedents, etc., with balancing-out agree-
ments in place)

* Legally valid bilateral netting agreements regarding deriva-
tives transactions and repo-type transactions

e Listed securities (Acceptable listed securities are shares.
When accepting shares as qualifying financial assets collater-
al, we take into consideration the relationship between the

obligor and the issuer of the shares.)

<Qualifying Assets Collateral>
* Qualifying real estate asset collateral (land only or land and
accompanying buildings)

e Other qualifying asset collateral (ships)

<Guarantee and credit derivatives>
* We accept guarantees mainly from public-sector organiza-
tions and business enterprises (guarantors) and purchase
credit derivatives mainly from financial institutions (protec-
tion providers). Qualifying guarantors and protection
providers are entities with sufficient creditworthiness as rep-
resented by a credit rating higher than a prescribed level, etc.

so that credit risk mitigation effects are ensured.

(3) Regarding the concentration of credit and market
risks resulting from the use of credit risk mitigation
measures

* Guarantees and credit derivatives are deemed to involve con-
centration risk.

* Guarantors tend to be the parent companies of obligors,
and we are not relying on any particular guarantors. In our
controls of the credit limits regarding an obligor, we moni-
tor and control concentration risk through total manage-
ment of the entire group to which the obligor belongs
regardless of whether a guarantee is provided by the parent
or not.

* The total notional principal amount of credit derivatives
purchased by Sumitomo Trust is not significant as credit
risk. We manage the notional principal amount as part of

the credit limits for the protection provider.
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Capital Adequacy Ratio

Consolidated

We calculate the BIS capital adequacy ratio on both a consolidated and non-consolidated basis in line with provisions of Article 14-2 of the Banking Law and
on the basis of calculation formulae prescribed under the criteria for judging whether a bank’s capital adequacy ratio is appropriate in light of assets held (the
Financial Services Agency 2006 Notification No.19, hereinafter referred to as the “Notification”). Applying uniform international standards, we have adopted the
Foundation Internal Ratings-Based (IRB) Approach for the calculation of credit risk-weighted assets and the Standardized Approach for the calculation of operational

risk, and also introduced market risk regulations.

BIS Capital Adequacy Ratio

Millions of Yen
At March 31 2008 2007
Tier I
Capital Stock 287,537 ¥ 287,517
Noncumulative Perpetual Preferred Stock — _
Deposit for Subscriptions to Shares — —
Capital Surplus 242,555 242,538
Retained Earnings 483,685 429,674
Treasury Stock (Deduction) 441 389
Deposit for Subscriptions to Treasury Stock — —
Expected Distributed Amount (Deduction) 14,234 14,319
Net Unrealized Loss on Available-for-Sale Securities (Deduction) — —
Foreign Currency Translation Adjustments (4,729) (3,517)
Share Warrants - —
Minority Interests 209,362 210,641
Noncumulative Preferred Securities Issued by Overseas Special Purpose Companies 183,000 183,000
Business Rights Equivalents (Deduction) — —
Goodwill Equivalents (Deduction) 115,508 104,877
Equivalent to Intangible Fixed Assets Recorded through Business Combination (Deduction) — —
Equivalent to the Increase in the Capital Associated with Securitization Transactions (Deduction) — _
Equivalent to 50% of the Excess of Expected Loss over Qualifying Allowance (Deduction) 14,918 21,068
Total Tier I before Deduction of Deferred Tax Assets (Aggregate Sum of Items Above) 1,073,308 1,026,199
Deducted Amounts of Deferred Tax Assets (Deduction) *! — —
Total (A) 1,073,308 1,026,199
Noncumulative Preferred Securities Attached with Step-up Interest Rate Clause* (a) 100,000 100,000
Tier IT
45% of Net Unrealized Gain on Available-for-Sale Securities 48,096 223,049
45% of Revaluation Reserve for Land 771 875
General Allowance for Loan Losses 3,213 5,626
Excess of Qualifying Allowance over Expected Loss — _
Debt Capital 708,859 675,105
Perpetual Subordinated Debt ** 314,195 305,015
Subordinated Term Debt and Fixed-term Preferred Stock ** 394,664 370,090
Total 760,940 904,656
Included in Capital (B) 760,940 904,656
Tier IIT
Subordinated Short-term Debt — _
Included in Capital (C) — —
Items for Deduction
Items for Deduction® (D) 101,958 120,995
Total Qualifying Capital
(A)+(B)+(C)-(D) (E) 1,732,290 1,809,860
Risk-Weighted Assets
Asset (On-balance Sheet) Items 11,722,611 12,750,781
Off-balance Sheet Transaction Items 2,022,727 2,349,861
Amount of Credit Risk-Weighted Assets (F) 13,745,339 15,100,642
Amount of Market Risk Equivalents ((H)/8%) (G) 162,263 158,957
(Reference) Market Risk Equivalents (H) 12,981 12,716
Amount of Operational Risk Equivalents ((J)/8%) (I) 718,385 665,388
(Reference) Operational Risk Equivalents (J) 57,470 53,231
Amount Obtained by Multiplying by 12.5 the Excess of the Amount Obtained by Multiplying the Old Required
Capital by the Rate Prescribed by the Notification over the New Required Capital (K) — —
Total ((F)+(G)+(D)+(K)) (L) 14,625,988 ¥ 15,924,988
BIS Capital Adequacy Ratio = E/L X 100 (%) 11.84 11.36
Tier I Capital Ratio = A/L X 100 (%) 7.33 6.44
Ratio of Noncumulative Preferred Securities with Step-up Interest Rate Clauses to Tier I Capital = a/A X 100 (%) ---oereeeeeesessessoeussnssussiscescennnns 9.31 9.74

*1 As of March 31, 2008 deferred tax assets total ¥82,852 million in net terms. The upper limit on the inclusion of deferred tax assets in capital is ¥214,661 million.
*2 Listed in the Notification Article 5, Paragraph 2, i.e. stocks and other securities with high probability of redemptions through such measures as attachment of step-up interest rate clauses

(including noncumulative preferred securities issued by overseas special purpose companies).
*3 Debt capital listed in the Notification Article 6, Pa.ragralfh 1, 4 that have all of the characteristics listed below:
(1) Paid-up debts unsecured and subordinate to other debts
(2) Not redeemable, except for certain cases
(3) Used for compensation of loss while continuing business
(4) Allowed to defer interest payment obligations

*4 Listed in the Notification Article 6, Paragraph 1, 5 and 6. However, subordinated term debts are limited to those with an original maturity of over five years.
*5 Listed in the Notification Article 8, Paragraph 1, 1 through 6, and include the amounts equivalent to intentional holdings of other financial institutions’ capital funding means and the

amounts equivalent to investments in those provided for under the Notification Article 8, Paragraph 1, 2.

*6 We received an external audit by KPMG AZSA & Co. on the calculation of the consolidated BIS capital adequacy ratio in line with ‘Agreed Upon Methods for the Implementation of
Capital Adequacy Ratio Audits” (Pronouncement 30 of the Japanese Institute of Certified Public Accountants, Bank Auditing Committee, June 12, 2007).
The external audit is not part of the accounting audit of the consolidated financial statements but was conducted on parts of the internal risk management framework concerning the
calculation of the consolidated BIS capital adequacy ratio under agreed-upon examination procedures and is a report of the results. It thus does not represent an opinion by the external

auditor regarding the consolidated BIS capital adequacy ratio itself or parts of the internal control which concern the ratio.
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Outline of Capital Funding Means

An outline of capital funding means for the BIS capital adequacy ratio is as follows:

Risk Management

Capital Capital Funding Means Outline
. Shareholders’ equity listed in the Notification Article 5, Paragraph 1, and
Cpisinmis Sipe Sl it S our standard stock with no limitations on holders’ rights.
Tl Preferred securities listed in the Notification Article 5, Paragraph 3, which
meet all of the conditions below:
Preferred Securities See Table below for Details *Noncumulative preferred capital
*Paid-up securities that are unsecured and subordinate to other debts
*Used for compensation of loss within the Bank while business is continued
. R : : Instrument included as the debt capital listed in the Notification Article 6,
Perpetual Subordinated Bonds .Etate_ofRedeir?[; Ucéan(tn Provided Paragraph 1, 4 that have all of the characteristics below:
(P?c] gpnc;ems :vieli be aalfowe d afier 5 years *Paid-up securities that are unsecured and subordinate to other debts
sub'epcty el b G regula)\]tory *Not redeemable except for some cases ) )
Perpetual Subordinated Loans | authorities) *Used for compensation of loss while business is continued
*Allowed to defer interest payment obligations
U Il Maturities of 10 years and 20 years
(Bullet payment)
Subordinated Bonds *Date of Redemption Provided Instrument included as the debt capital listed in the Notification Article 6,
*Step-up of Interest Rate Paragraph 1, 5 and 6, but subordinated debts are limited to those with
(Prepayments will be allowed after 5 years | five-year minimum maturity.
Subordinated Loans subject to approval by the regulatory
u 4 04 authorities)

Details of preferred securities issued by overseas special purpose companies included in the Tier | of capital for consoli-
dated BIS capital adequacy ratio calculation are the following:

1. Issuer

STB Preferred Capital (Cayman) Limited

STB Preferred Capital 2 (Cayman) Limited

STB Preferred Capital 3 (Cayman) Limited

2. Description

Noncumulative Preferred Securities

Same as on the left

Same as on the left

of Securities
Perpetual (the Securities may be redeemed in | Perpetual (the Securities may be redeemed in | Perpetual (the Securities may be redeemed in
whole or in part on any dividend payment|whole or in part on any dividend payment | whole or in part on any dividend payment
3. Maturi date on or after ten years from the issuance at | date on or after seven years from the issuance | date on or after ten years from the issuance at
: y the option of the Issuer subject to the prior | at the option of the Issuer subject to the prior | the option of the Issuer subject to the prior
approval of the holders of the ordinary shares | approval of the holders of the ordinary shares | approval of the holders of the ordinary shares
and applicable regulatory requirements). and applicable regulatory requirements). and applicable regulatory requirements).
<lIst year - 10th year > <lIst year - 10th year >
4. Dividend Floating Rate Fixed Rate Fixed Rate
Rate (Non Step-up) <Thereafter> <Thereafter>
Step-up Floating Rate Step-up Floating Rate
5. ksue ¥83 billion ¥50 billion ¥50 billion
mount

6. Issue Date

March 26, 1999

December 7, 2005

March 2, 2007

7. Outline of
Dividend
Payment

Dividends are payable by the Issuer in the
presence of distributable amount of the Bank
in conformity with the calculation of preferred
shares of the bank.

If the Bank pays any dividends on any of its
common stock with respect to any financial
year of the Bank, then the Issuer will be
required to pay full dividends on the Securities
for the applicable year.

Same as on the left

Same as on the left

Dividend
Limitation

2

Dividends will not be paid if any of certain crite-
ria have met. The criteria include the following:
When the Bank did not pay dividend on any
class of preferred shares.

When the Bank’s BIS capital adequacy ratio or
Tier I capital ratio is to decline below the min-
imum percentages required by Japanese bank-
ing regulations.

Same as on the left

Same as on the left

o

. Rights to the
Remaining
Assets

The Securities are intended to provide holders,
through the perpetual subordinated loan to the
Bank, with rights to remaining assets that are
the same as those to which holders would be
entitled if they had purchased noncumulative
nonvoting perpetual preferred stock issued
directly by the Bank.

Same as on the left

Same as on the left
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Scope of Consolidation Consolidated

(1) The Difference between Companies Belonging to the Group of Companies Subject to the Capital Adequacy Ratio as
Prescribed by the Notification Article 3 (hereinafter referred to as the “Consolidated Group”) and Companies Included
in the Scope of Consolidation in line with the Consolidated Financial Statements Rule is as follows:

Subsidiaries under the Banking Law that are not included in the scope of consolidation by applying provisions of the Consolidated Financial

Statements Rule, Article 5, Paragraph 2, are included in the Consolidated Group subject to the calculation of the capital adequacy ratio.

(2) The number of consolidated subsidiaries that belong to the Consolidated Group is 36. The principal companies are

the following.
Name Principal Business Operations

STB Leasing Co., Ltd. Leasing
Sumishin Matsushita Financial Services Co., Ltd. Leasing, Installment Finance, Credit Card Service
First Credit Corporation Money Lending
Sumishin Realty Company, Limited Real Estate Brokerage
STB Asset Management Co., Ltd. Investment Management and Advisory
Sumitomo Trust and Banking Co. (U.S.A.) Financial and Trust Services

(3) There are two affiliated companies that undertake financial services subject to the Notification, Article 9.

Name Principal Business Operations
Japan Pension Operation Service, Ltd. Pension Benefit Computing and Clerical Agent Services
Japan Trustee Services Bank, Ltd. Trust and Banking Services

(4) There are a total of 43 companies that are subject to deduction items listed in the Notification, Article 8, Paragraph 1,
2 (a) through (c). The principal companies are the following.

Name Principal Business Operations

Hummingbird Co., Ltd. Rental Business through an Anonymous Partnership

Companies that are Subject to Deduction ltems Listed in the Notification, Article 8, Paragraph 1, 2 (a) through (c).

2008 2007
Companies that Failed to Meet the Regulatory Required Capital and Shortfall Amounts Not applicable ~ Not applicable

(5) Of Companies Listed in the Banking Law, Article 16-2, Paragraph 1, 11, those Dedicated to Auxiliary Businesses, and
Companies Listed in the Banking Law, Article 16-2, Paragraph 1, 12, all belong to the Consolidated Group.

(6) There are no particular restrictions on the transfer of funds and capital within the Consolidated Group.
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Risk Management

Capital Adequacy Consolidated

Jo snjes / ebesssiy 03D

(1) Amount of Required Capital against Credit Risk (excluding equity exposures to which the IRB Approach is applied

1UBWIISBAU| Hpal1) sesasianQ

and exposures held in funds)

Millions of Yen
At March 31 2008 2007 @
Portfolios to which the Standardized Approach is Applied ............................................................................................... ¥ 139,101 ¥ 216,549 %
TR TR ISR oooommmemmmoomommmmmommmm et _ 83,567 %
Exposures to Business Units Set for Phased Roll-Out App[ication .............................................................................. 111,819 97,435 é?
Exposures Excluded from APpHCAtion «------ssssssssseeeeeeessssssssissesisssesssssssissssssses s oo 27,282 35,546 s
Portfolios to which the IRB Approach is Applied and the Breakdown by Portfolio - 919,489 875,527
O T ——————————— 721,132 737,987
G o T TR commmooommo0mmmm0m st 22,362 24,449
Bank Exposures .......................................................................................................................................................... 27,321 24,295
Residential Mortgage Exposures - 47,427 —
Qualifying Revolving Retail EXPOSULES +rrrrrrssssssseeeeeeeeeessssssssseesees s e i s 643 _ o
Other Retail EXPOSUIEs «:+vresesersecuessmrtstiitt i 12,307 — %
D 70,469 77,524 8
CrihEr ASEEE 000:00000000950000965000300006EA000HEANNNENGANNNNAAINONAAITECOAANOTEENN0NNEAEB0NCAGAONNNNAAICNAAIOACANOCOEE0N0N0GAR0000AAE0N00ABA0N0A0GIOBO00CITCTOCA000 17,825 1 1,270 %
SECUTTTIZATION EXPOSULES ++++0r+rsrssessersstseis ettt 55,968 89,425 3
Exposures to which the Standardized Approach is Applied «:-:-eeueeeeereiimiiiiiiiiiiiiii — 24,713 o
Srqprasuiies i volbieh e [R5 Apjpeteli 5 applli@l coomeeneommooncemmmrsesemmrosseooreseeooessraooreseetore oo o onr e 5 oer s 55,968 64,711

Note: From March 31, 2008, retail exposure (including that for securitization exposures securitized by retail exposures) for the parent company, along with retail exposure for Sumishin
Guaranty Company Limited and Sumishin Card Company, Limited, is being presented using the IRB approach instead of the standardized approach.

(2) Amount of Required Capital against Credit Risk concerning Equity Exposures to which the IRB Approach is Applied >
o)
Millions of Yen -(8')
At March 31 2008 2007 -
o
Bquity EXposiares -+t ¥ 87,999 ¥ 107,182 %
PD/LGD Approach 13,973 18,533 Gl
Simple Risk Weight Method of the Market-Based APproach «----ssc-vssseevusmscriiimmiiiiiciiiiicsiniiecsnisscsssiesceneees 18,937 11,796 §
Internal Models Method of the Market-Based Approach s ccusseteisssesimuisiimiiiimniiiiinimiiiisiissssionsssssessisssssinses _ _ C
T IANSTHONAL IMEASULES ++e+cecreerecserseasncssutacsessuasncsstataesesstassesstetassesstaenssstatsssesstasssestassesetstsessesssssssetassesstassesstssstsensessneness 55,087 76,852 &
(8) Amount of Required Capital against Credit Risk concerning Exposures Held in Funds @m
=)
Millions of Yen % %
Ac March 31 2008 2007 -
¥ 72,645 ¥ 120,840
=3
q q q a 7]
(4) Amount of Required Capital against Market Risk § E
Millions of Yen %
Ac March 31 2008 2007 =
Mg ke [RiigR  cossooocosscssssasscnosonoeonisnna0006000000000000056000000800B000UIIUHIIAIA00000000CAIIIAIE0EC000C00B0TIIIIEEABI00000000000UTNIIIEEAAE000E000000CI00A0 ¥ 12,981 ¥ 12,716 .
Amount of Required Capital by Category under the Standardized Approach «+:-eeeseeieesinciiinniiniiiiiine 1,818 1,512 o
TRterest Rate RISK eeeeveereertemmmiiiiiiiie ittt a bbb 1,543 1,352 o
%]
Equity PoSItion Risk «-rscserseeeseessessemseeis e _ _ i
Foreign Exchange Risk -- 275 160 EJ‘
COMMIOUITIES RISK wrvssereeeressereesssssmsesssssnsesssssssesssssssssssssessssssssssesssssesssssssansssssssesssssssssssssssssossssssnsssssssasssssssssssssssone _ _ a3
o e T R _ _ s
Internal Models APProach - wsceuseriuneriuniiiumitiisitiinisiis it sas s s bs s n s 11,162 11,204
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(5) Amount of Required Capital against Operational Risk

Millions of Yen
At March 31 2008 2007
T A T el D D L0 G ¥ 57,470 ¥ 53231
(6) Total Required Capital
Millions of Yen
At March 31 2008 2007
Total Required Capital s wseeseessessessessems ettt ¥ 1,170,079 ¥ 1,273,999

Credit Risk

Consolidated

(1) Balance of Exposures Related to Credit Risk (excluding exposures held in funds and securitization exposures)

Millions of Yen

2008
Credit Risk Exposures
L, Cammitmmamis Exposures 3 Months
Offi?ﬁagcte}:l eSrheet Securities Over-The-Counter Orolr‘g‘ggésg)r:riue
Exposures other than DXL Default

At March 31 Derivatives

JAPAIL wrvveeeeeeeeeeeeesesssssssssssssss s ¥ 16,942,522 ¥ 14,357,996 ¥ 2,353,612 ¥ 230912 ¥ 92,950
(O TS 1] A T ——— 2,689,109 776,939 1,133,133 779,035 1,379
Total for Regions «+: eeseesessusesessuntisinincininiiniincinincs ¥ 19,631,631 ¥ 15,134,936 ¥ 3,486,746 ¥ 1,009,948 ¥ 94,330
e T U 2,623,956 2,170,392 435,247 18,316 6,592
Agriculture - 3,932 2,758 1,154 18 —
RO e ——————— 29 212 _ _ _
Fishing ................................................................... 4,216 3,958 218 39 —
MIIRE wovvsereessenssssssssisssmmisimmesiissesiisesissssssssssssees 15,118 14,808 — 310 —
CMSTRIEHREIR 900009099900000005000050330000000000990AAICO0AAAAIAAAATTTD 222,122 211,253 9,987 881 3,434
Energy and Utilities «seereseeersseerssseinscsinnsiinnciunaes 239,380 189,373 48,515 1,491 _
(CrommimnEIMIEAE B cooco0pneaeomn0000smEEeeeEIEOEaemEIEOEANEEEEEEonEs 230,299 215,398 14,710 191 3,730
TIANSPOLTALION wvs+sevvsssessssrumsssiumsssusssssssssssssssiussssins 877,856 749,158 113,978 14,718 _
Wholesale and Retail «:eeeeeeenersiseeiiininninniein 1,514,807 1,419,645 89,251 5,910 33,255
Finance and Insurance - -sseeseeeeseeneniniininininnns 2,127,583 1,804,697 148,072 174,813 =
TReal] [BGEE commeonomommommonmmmmneniemmmanen e 2,144,606 1,957,590 177,679 9,335 14,374
Various Services - 1,302,520 1,273,710 23,493 5,316 5,124
ILeeall IPulbilie IBeelies coeneaconsnsesconsacsesomeocammmmoosanassossoncs 131,640 106,017 25,623 — —
Iingliwielmplls coooocccacooonnnocooonnnacooomnaaoea0000000000000a00000060000 2,086,420 2,086,420 — — 13,257
Ohers ooveueuieniireeeeets s 6,106,956 2,929,540 2,398,812 778,603 14,561
Total for Industry Sectors ¥ 19,631,631 ¥ 15,134,936 ¥ 3,486,746 ¥ 1,009,948 ¥ 94,330
(O e A O IS O e i ——— 4,893,325 4,421,063 384,518 87,744

Over One Year to less than Five Years ««--eeeeeeeeeeveens 6,765,890 5,443,675 932,214 390,000

Five Years o LOnger - csseesussecisnsesisnsesinsssiissssiinses 7,972,414 5,270,198 2,170,013 532,203

Total for All Durations ««+esseseeeesesensenineniniinnens ¥ 19,631,631 ¥ 15,134,936 ¥ 3,486,746 ¥ 1,009,948

Average Balance during the Period «--eeoeveeeeicieees ¥ 20,155,995 ¥ 15,063,307 ¥ 4,155,166 ¥ 937,521

Notes: 1 Exposures subject to the calculation of credit risk-weighted assets excluding those subject to funds, securitization, other assets and those excluded from the application.
2 “Others” in the industry sectors include non-residents and state public services. Exposures for the duration of over five years include those with no fixed maturities.
3 Average balance during the period is the average figure of those as of March 31, 2007; September 30, 2007; and March 31, 2008.
4 Data for exposure as of March 31, 2007 represents amounts before credit risk offset effects of netting contracts allowed under the law and the netting against the company’s
cash balance, but subsequent data represents amounts after the effects of these items.
5 Data for exposure as of March 31, 2007 represents exposures to both original creditors and debtors in loan participations, but subsequent data represents only exposures to

original debtors.

6 Data for exposure as of March 31, 2007 has been restated to conform to March 31, 2008 standards.
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Risk Management

Millions of Yen

Jo snjes / ebesssiy 03D

1UBWIISBAU| Hpal1) sesasianQ

2007
Credit Risk Exposures
Lo, Commimens e
pOfbabnce Shee S OB ETT o
At March 31 Derivatives
¥ 17,249,464 ¥ 14,178,453 ¥ 2,937,048 ¥ 133,962 ¥ 138,955 g
2,381,377 861,531 896,637 623,208 — 3
Total for Regions e eeoeeemeueeseininiiciiiiiiinn ¥ 19,630,841 ¥ 15,039,985 ¥ 3,833,685 ¥ 757,170 ¥ 138,955 %
:
T G o —— 2,795,885 2,135,035 650,972 9,877 5,298 -
Agriculture ............................................................. 3,673 2,758 900 15 —
s 294 294 _ _ _
T e e 00 6,912 6,434 474 4 _
MIRING wrsvesersserssessesssessssss s 19,762 19,708 _ 54 _
ClOMSHRIGHIEIR coreromomosas0mmmmmnmmamemaomma0s0esaramaRosas0soasaaons 246,715 227,980 18,335 400 1,849
Energy and Utilities «--ssseereeeessceeemisessceniineninnaces 264,477 195,354 67,902 1,220 _ g
COMIMUNICATION +++veerreerverreesuersuermeessesuessessuerseesseses 237,314 210,928 26,290 95 4,240 fg"
TEANSPOLTALION +++++vvvveverssssssssssssrssssssssssssesssssssnsee 908,160 757,770 146,121 4,268 48,543 3
R e e — 1,508,824 1,365,116 137,832 5,875 37,497 s
Finance and Insurance «-«+-«+ssesseesseesieinieinineninine 2,263,072 1,981,610 186,782 94,679 — 8
[l [BSiE omoreonoommmmemmermoneonmorenocooneomopeneeooremmeeeoseon 1,926,878 1,760,559 161,694 4,624 22,090 -
VA oS SERMEES  000c0mmmmmm000000000000000000000000000000000000 1,429,439 1,396,038 30,094 3,306 8,107
Local Public Bodies «««+eeereeeeerranareerunuarsernnnnsieennennnens 176,455 114,571 61,884 — —
Individuals «eeeeeeeeeeemeserrmmmrreeeee e 1,843,399 1,843,399 — — 2,842
OLRELS ++erererereressrsesesesesesssssesesesessssssssssesesesasesssnsnns 5,999,573 3,022,424 2,344,401 632,747 8,484
Total for Industry Sectors ««+s+tsesesesseueretninsininisienens ¥ 19,630,841 ¥ 15,039,985 ¥ 3,833,685 ¥ 757,170 ¥ 138,955 ;
@
8
O Yiear 61F SHOREE ccscscommessosnmoomommsmmmmooomscsososs 5217,392 4,647,817 505,486 64,088 -
Over One Year to less than Five Years «+eeeoceeeeeeene 6,932,210 5,367,676 1,280,775 283,758 E
Five Years or Longer ............................................... 7,481,238 5,024,491 2,047,423 409,323 (%
Total for All DUrations ««+ssssssseseseeesesesianeninieiniens ¥ 19,630,841 ¥ 15,039,985 ¥ 3,833,685 ¥ 757,170 _§n
Notes: 1 Exposures subject to the calculation of credit risk-weighted assets excluding those subject to funds, securitization, other assets and those excluded from the application. g
2 “Others” in the industry sectors include non-residents and state public services. Exposures for the duration of over five years include those with no fixed maturities. 2
(2) General Allowance for Loan Losses
Millions of Yen g g%;
o3
2008 2007 °
Change o
At March 31 Balance Balance
General Allowance for Loamn LoSSEs «««+ssssseseeaaseeeeereeetttummruuuussesaasseeseeeeeeetiemssmniinssassseessesesees ¥ 93,609 ¥ 76,383 ¥ 17,226
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(8) Specific Allowance for Loan Losses (breakdown by region, industry sector)

Millions of Yen
2008 2007
Change
At March 31 Balance Balance
e ¥ 13,074 ¥ 29,568 ¥ (16,494)
OULSIAE JAPAN wrereerreerssermseemseeeiieiit ettt — _ —
Total for Regions .............................................................................................................. ¥ 13,074 ¥ 29,568 ¥ (16,494)
Manufacturing .................................................................................................................. 1,202 761 441
Agriculture — — —
FOLESLLY +evrrevsseensseemssesssesas ettt ittt — _ —
S e e e L i I, _ _ _
IV +resereseeesse s _ _ _
COMSTIUCTION ++++e+resererrersessessensersesensententestesteseeseaseesessessesessessenseneesteseeseereesessesuesaenesnennenns 153 304 (151)
Energy and ULilities - ---sersseerssersssersseemsie e 4 81 (76)
COMUTIUINICALION ++++ertreesersersersersessensententententestesesstesessessensensensententententeseestosessessessessensensenes 55 62 7)
B O R i Bl B 3 13,787 (13,783)
Wholesale and Retail 1,415 626 788
Finance and [NSULANCE ««sereeserserseruermementemtentereeseaseesessessesseseseseseesteseeseesessessessessessesuessenes 6 4 1
TREl| [BS#iia conooooo00000000000000000000000000000000GA00OICAAABTNEECABEOOCEEABACACABACACANCAACEONDBAGICINICOGININCAGINO0CCEA00000] 2,957 2,662 294
VALLOUS SEIVICES «+vevererrersersessensersententententeseesteseesessessessessensensententeseenteseesessessessessensessensensens 885 2,387 (1,502)
JLexeall 1Pulsiiie BieaiEs ocooossmmnsosamm000000000000000000000000050000090600000090000G0090COGAEANNOABAINIXACATINIOAGATBATOTAATEIC 1,575 3,262 (1,686)
Individuals . 3,025 2,525 499
OX{h@EEs  co00000000000000030000606309TEECATOITEECACITICECATITICAAATIITECAEIOICIEABICITICAAIOITAAAATVIICACAITICACATITICAGATOTTATIOITS 1,790 3,102 (1,312)
Tiarezll Reye TimalViTiy SISEHEIE om0 oo OO ¥ 13,074 ¥ 29,568 ¥ (16,494)
(4) Allowance for Loan Losses from Borrowers in Specified Foreign Countries (breakdown by industry sector)
Millions of Yen
2008 2007
Change
At March 31 Balance Balance
Manufacturing .................................................................................................................. ¥ _ ¥ 64 ¥ (64)
Agriauliirre -+t — _ _
Forestry — = =
Fishing — — —
Mining — 106 (106)
(CaiPISHRIEIEIR c00000000000000000000000060000000E0ITIITIIIIIIIITIIIIIKES _ _ _
Energy and Utilities = 0 (0)
Communication - — _ _
TS 7 1O OSSR — _ _ _
Wihalleslle armdl 1Remil cosoosonooc00000000000000000000000000000000G0000KACA0NCOGABINICAGAVICAGABOVCEAABACICTAABA0OCOAAI0D — 17 (17)
FINAnce and [NSULANCE «eveererrersersersensententententeressessessessessensensensentententeneesesstosessessessessensensenes _ 513 (513)
Rl FSLALE +oveevereererersererserassesensesessssesessesesesansesessesesssesssesensesensesensesensesessssesssesensesessssansens _ _ _
VALIOUS SEIVICES «vevereereesersessenseruententastentaseantessasessessessessessessessensaseesteseesssuessessessessessesennane _ _ _
L0l PUDLIC BOAIES «++ervevererversermemmenmeieietestetieseeseesessestesteaeeenseseeiteseeseesessessesuesaesaesuenenis — _ _
TG Fligls. coccoseoomemnemomemommoommmsmmmeosormmaomeareaaaReRaRERaRaOaRRAROR ORI _ _ _
— 17 17)
Total for Industry SEGHEIE 009000000900000060090000690I0CAFBTINNCOCATINIOACATINOTAATBACAVOBICICAOOEICIACITIAIIINCOCD ¥ — ¥ 720 ¥ (720)
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(5) Amount of Written-off Loans (breakdown by industry sector)

JUBWISOAU| 1IP8I) SessIen)
Jo snjes / ebesssiy 03D

Millions of Yen
Year Ended March 31 2008 2007
Manufacturing ................................................................................................................................................. ¥ 491 ¥ 23
L _ _
T A ————————. _ _
SRR #1114 _ _ g
S ———— _ _ g
(COTISTIULGEIOIL =+ 11218t 0re a2ae ae s et ot atan e a2 ot ot aEaano A2 st et ot e ce e A2 4o ot et et 2o e 4t et ot e L e a0 A2 s Lot e Cat e 2 s Rt et e a e e e et 300 49 e
Bz uial UIGHIRGES somocoocomomsocaromsmosatomsoasmtomsnsossomsosommmmsane 0o xR a0 ERX XTSRS _ _ 8
ClRERIRAGEIREIA cosemmomommem0mmerommmosoesea eI Eaer OO0 (557) 4,141 -
T 0T L3 SRRt _ 79
Wihallezlle amal IRl ocosconsososanssossssnsosssasaconnnsaconsncasoonncasmnnnocaeanooseamnm60eanme00000000500000000000530000003000000BATO00BACATID0OGATI0D 4,489 320
Finance and Insurance - 11 —
TRl | 18173 c00000000000000000000000000000000AAE0BEAGABNCAAIBAVACACEANANOAAACTNNNACIOTNNAANAOINOAOB0NNCOGA00N0CGABO0OCAOA00CGOBAA000AAAO0000ACO0000AGIC00D 42 (1,038)
Vi @S SERAEES co0000000000000m000000000000000000006000000CCIIICIOIICICICCICCICICICIO0 154 2,528
Local Public Bodies — — g
TILCIIVAQUALS ---vesescstssacnsnsasareatetasutucacsssssaaetat s ae e asaseat st et st se e ettt ae e 42 e e et At et ettt s e ettt et e nt at ettt 486 366 £
OXfh@Eis 0000000000000000000009660ECITIEACITITEECEABITCECABITICAAABITICAAAAVTTEAEACITICAAIITICIAIITCOFAHINICAGABIICAGABIICAAANOOEABIICIBAAIITIBACIAAATIT 683 9) %
Total for Industry Sectors ¥ 6,102 ¥ 6,462 Py
°
g
(6) Amount of Exposures by Risk-Weight Category (Standardized Approach)
Millions of Yen
2008 2007
At March 31 Subject to Rating Subject to Rating
Balance of Exposures to which the Standardized Approach is Applied after %
Allowing for the Credit Risk Mitigation Effect by Risk-Weight Category --- ¥ 2,403,388 ¥ 157,043 ¥ 4,177,181 ¥ 118,117 S
0l <verereeerererenerensnseneneneseensssesesenencns 310,012 _ 345,124 _ g
LOUh -ervevereemerserenmereneeneeasenenseneruenennenens 824 — 809 _ 3
DOUy wrervevererererenerseseseneseneneasasasesesenenenes 381,767 26,778 480,432 26,075 i
350 werverenrereneeneneienet et ns 28,501 _ 1,091,411 _ )
50% - 72,577 64,634 51,730 43,140 =
100U «-ereeverererererersmemsenenenesesenessesesenenens 1,599,878 65,621 2,198,157 48,901 ?
150k «veveveererereremememenemseseasaceeseseneeescaees 9,825 8 9,515 _

Amounts Deducted from Capital under / /
the Notification, Article 8, Paragraph 1, 3 and 6 +eeeeeeersnencnccennnns _ _
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(7) Amount of Exposures by Risk-Weight Category (IRB Approach)

Millions of Yen

At March 31 2008 2007
Specialized Lending under the Slotting Cifitadia  ovoooco0000000000000000000000a0009CCEABIEEABINICABABITICABEECITTCAAICITICACABITICAAATOCOGAND ¥ 1,288,935 ¥ 1’122’054
High—Volatility Commercial Real Estate Exposures ................................................................................. 287,595 131,826
Maturities of 2.5 years or Longer 164,574 63,243
SEOLE o covooocoon 95% -+ 24,242 16,386
Ge@@l coccoooconoo N209%  coono0000000000000000000009000000GAINIBEALETCECATIVICAGATITOAAATLICAGABICICAAABOVAEACIICICATIOTTTAAATIDD 102,630 24,873
Satisfactory ...... 114Q)%) ocosscssscooacosana9005060006EEREEERERRREERIB09900II0000EERREERAEERACOAI09A000ICC0AEERAEEERTERAC00000090000 37,701 21,983
Weak «cvvvveennn D500k <vveverrsrersntuteeuenetetetattataeuet ettt ettt aea stttk b ettt ettt st n st aene _ _
Default - «-vvvvvnn (00 +eseverenererseseseseneneneneasesesesenenentseseseseneseae st et esesesen et ek e b esenen ettt eb et enenenea _ _
Maturities OF less than 2.5 YEars «---ccceeeeerererererescstsessesereseststsesssseresesestststssesesesenescstssssesesesencatsesssseseseses 123,021 68,582
Strong ........... 25,109 34,705
Good - 58,922 26,386
Satisfactory 38,989 7,490
Weglk coocoooooooa J— J—
Dl cooccooocoon J— _
O T T O oS ——— ¥ 1,001,340 ¥ 990,228
Maturities of 2.5 years or Longer .......................................................................................................... 767,626 647,589
Strong ........... TOUf «eerereeeeenenesesesastataeueueseses st et esetaes et et et ettt taeh ekt et e ettt h ettt ettt benetena 360,928 280,545
Co@al coccoococoon QO 0h cvevereeererentntueuesesetatattseseuetetes et sttt aeh ettt ettt et h bttt h et ettt ae e 229,439 212,866
Satisfactory - - - - - - L1500 cvevererererueserenenentntrtasesesenentsttatesesesenesestat st esesesesestatetesesenesentatseseaenenencneneas 160,695 140,385
Weak - +-vveenn 16,563 1,139
Default - -------- - — 12,651
Maturities of less than 2.5 YEars «+-------oeeeeeeeeetttmmmmmiiiiiititieee ettt 233,713 342,638
Strong ........... 65,827 140,816
Good « e 93,315 146,824
Satisfactory 71,836 54,739
Weak «cvvvveenns 2,733 _
Default -« vvvvvvns _ 258
Equity Exposures to which the Simple Risk Weight Method of the Market-Based Approach is Applied - ¥ 58,497 ¥ 42,133
Listed Stocks - -« - - B0 -veveverererereesesererentststasesesesesesttatetesesesestatatetesesesesest st et etesesesttet et enenenereaeas 10,668 29,423
Uhilbisrl Sitedks o 0 o AQ0Y% cooooooc000000000000000000000000600000006900000065600005000000GA00PACAGANCOSOEACICOCO0ABICOINOAIOOOAITI0D 47,829 12,709
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Application of the IRB Approach

Risk Management

(1) The Probability of Default (PD), Loss Given Default (LGD), weighted average of Risk Weights (RW), Exposure At Default
(EAD) of On-balance sheet asset items (On_EAD), and EAD of Off-balance sheet asset items (Off_EAD) by obligor cate-

gory for Corporate Exposures

Millions of Yen
2008
At March 31 PD LGD RW On_EAD Off_EAD
RAtings 1 — 4 «oevseeerssessemsemieineninnisiitiiinii s 0.06% 45.87% 23.81% ¥ 1,981,642 ¥ 848,074
Ratings D T YT PP PPN 0.94% 44.77% 73.70% 4,330,527 900,337
RAtings 7 — 8 «evseeserssessesssssssssisinissiiisissnisniisins 18.59% 44.11% 210.26% 656,492 92,979
Ratings 8- — 10 «evsevseusemsnmssisiisiniisiiiiiiiiines 100.00% 44.97% — 63,789 7,832
4 5Y1 | 03000000000000000000000000RC00aGC00GO000G0000G 00000000000 2.95% 45.07% 68.73% ¥ 7,032,451 ¥ 1,849,221
Note: Specialized lending and purchased receivables are excluded.
Millions of Yen
2007
At March 31 PD LGD RW On_EAD Off_EAD
Ratings 1 — 4 0.06% 46.15% 24.80% ¥ 1,766,587 ¥ 791,661
Ratings 5 — 6 1.00% 45.05% 76.51% 4,612,853 1,040,969
RAtings 7 — 8 «evseesevssessesssmssisiisiiiissisisisiis 11.46% 45.00% 197.58% 666,751 92,974
Ratings 8- — 10 «+vessessersusessessissiiisiiiiisisisiiiiis 100.00% 45.00% — 111,967 16,536
4 [5{71 | coomonmeaaeror e T O O PO TN 3.01% 45.36% 71.02% ¥ 7,158,159 ¥ 1,942,141

Note: Specialized lending and purchased receivables are excluded.

(2) The Probability of Default (PD), Loss Given Default (LGD), weighted average of Risk Weights (RW), Exposure At Default
(EAD) of On-balance sheet asset items (On_EAD), and EAD of Off-balance sheet asset items (Off_EAD) by obligor cate-

gory for Sovereign Exposures

Millions of Yen
2008
At March 31 PD LGD RW On_EAD Off_EAD
Ratings 1 — 4 0.01% 45.00% 9.75% ¥ 2,654,913 ¥ 53,913
Ratings 5 — 6 1.73% 45.00% 134.80% 12,411 384
Ratings 7 — 8 14.68% 45.00% 232.15% 3,076 =
Ratings 8- — 10 wevseesseusemsemsemsinssnissisiisisiiniiines — — — — —
Ol —— 0.04% 45.00% 10.59% ¥ 2,670,401 ¥ 54,297
Note: Specialized lending and purchased receivables are excluded.
Millions of Yen
2007
At March 31 PD LGD RW On_EAD Off_EAD
Ratings 1 — 4 0.01% 45.00% 9.42% ¥ 2,588,471 ¥ 55,146
Ratings 5 — 6 1.14% 45.00% 90.29% 30,224 1,743
Ratings 7 — 8 «oevererseseneneeeieiiiiiiitc 15.15% 45.00% 233.17% 7,453 1
Ratings 8- — 10 wevseveessememseisiisiniiniiisiisiisiiines — — — — —
B O 0.07% 45.00% 11.00% ¥ 2,626,149 ¥ 56,891

Note: Specialized lending and purchased receivables are excluded.
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(3) The Probability of Default (PD), Loss Given Default (LGD), weighted average of Risk Weights (RW), Exposure At Default
(EAD) of On-balance sheet asset items (On_EAD), and EAD of Off-balance sheet asset items (Off_EAD) by obligor cate-
gory for Bank Exposures

Millions of Yen
2008
At March 31 PD LGD RW On_EAD Off_EAD
Ratings 1 — 4 coooseveoeiionsiiisisinisiininiiiiniiiniiinssiines 0.04% 46.29% 17.77% ¥ 782,207 ¥ 776,714
RAings 5 — G cooveseeevsissssisinsiiisinnstinimnisiininnisioninsieies 0.73% 46.55% 70.69% 27,637 43,183
I _ _ _ _ _
ez o = ) cooccoommooccoommeoroosmneorsocameosmocazemorocaszmoroc: _ _ _ _ _
TOTAl cvverveeveereerreiieni it 0.07% 46.30% 20.07% ¥ 809,845 ¥ 819,897
Note: Specialized lending and purchased receivables are excluded.
Millions of Yen
2007
At March 31 PD LGD RW On_EAD Off_EAD
Ratings 1 — 4 0.04% 45.49% 16.98% ¥ 833,621 ¥ 657,150
Ratings 5 — 6 0.58% 47.14% 53.44% 51,851 31,010
Ratings 7 — 8 — — — — —
Ratings 8- — 10 — — — — —
TOtAl c+vererererteeeuruerenerentcstausuenenencncatnsnsnsnenenentacaceees 0.07% 45.58% 18.90% ¥ 885,473 ¥ 688,160

Note: Specialized lending and purchased receivables are excluded.

(4) The Probability of Default (PD), weighted average of Risk Weights (RW) and balance of Equity Exposures to which the
PD/LGD approach is applied by obligor category

Millions of Yen
2008
At March 31 PD RW Balance
RAUNGS 1 — 4 woooeerssremssnimniesimsiesimss sttt 0.06% 108.34% ¥ 30,134
RALNGS 5 — 6 wreoverssoremssscumnisimnisimnitimssstimssssisissssssssas s ass s ais s ss s asssasses 0.32% 162.24% 84,926
RALINGS 7 — 8 weeetersssressssrsmnisimniesimnietimnietiasesisssssss st ssssbsas b bs b a bbb bs s 9.40% 461.59% 136
RALINgSs 8- — 110 ++ovseeersseciuniisiuniisimniitimnitiiusieiisstiss et sis s 100.00% _ 19
@izl ccoooooca0a000000000000000000000000000008000000EACILINOEABINIKIGATINTOGAAILICOCATITICICABINICIOAILACACAEICICACOAIINNVIIA00TIIC 0.28% 148.47% ¥ 115,216
Millions of Yen
2007
At March 31 PD RW Balance
RAUNgS 1 — 4 woooverssoremsinimminimnisimnitimni i sisss s stsas s sbs s s s as s 0.06% 109.13% ¥ 35,696
e T R RO 0.67% 197.63% 93,003
RALINGS 7 — B csesterseetiissieiiniietiniitiise bbb 14.68% 524.97% 77
RAUNGS 8- — 10 +ervsveeersscemsssssmsiesissssisse sttt sttt 100.00% _ 99
TTOEAL +-vvervevereeremeememtatemenueutrseseseteneeuese et st s ettt ebe e st et es e a et ek e e a et h sttt a et eeene e st enenenen 0.59% 173.16% ¥ 128,876
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Risk Management

(5) The Probability of Default (PD), Loss Given Default (LGD), weighted average of Risk Weights (RW), Exposure At Default
(EAD) of On-balance sheet asset items (On-EAD), EAD of Off-balance sheet asset items (Off-EAD), Undrawn
Commitment, and weighted average of Credit Conversion Factor (CCF) applied to Undrawn Commitment for Retail
Exposures by exposure pool

Millions of Yen
2008

e PD LGD RW On_EAD  Off EAD Cg};‘iﬁz‘gm CCF
Residential Mortgage

(CLLELELLL *+=t+"+"senntenentaasusansatensensasatentensasnsusarentensasens 0.34% 53.65% 31.32% ¥ 1,438,443 ¥ 108,771 ¥ 130 75%

OVELUE +++verevrrerrererercreasmercnransasessenenrensassencneneessosss 37.46% 53.65%  323.23% 5,977 64 _ _

Default 100.00% 49.04% — 6,077 92 — —
Qualifying Revolving Retail

CUITENT 1ottt ettt 1.46%  100.00% 53.88% 7,465 3,697 72,777 5%

Overdue - — — — — — — —

Dl coscossccosscsssosoomosmssosoaceaseassoasascanseaaaaEc0aE0a0000 — J— — J— _ J— J— -
Other Retail (consumer)

CUITENT 1ottt ettt ettt saenene 1.09% 53.15% 54.63% 120,900 8,259 124,720 5%

@) L T 27.59% 53.56%  141.92% 3,317 173 352 17%

IDefault -eeeeeeeeeeeseeneeniaiieaionieaiasiissiosonnonnovmesrossesnasnee 100.00% 48.18% — 1,200 770 152 23%
Other Retail (commercial)

Current 0.36% 54.39% 34.28% 89,197 8,898 95 75%

Overdue 15.54% 54.39%  115.27% 783 89 — —

IDxeEawlliz cosooocamonscassnsosoocsnsacnsasasaeamanananacasaasea0oaassas 100.00% 50.09% — 1,434 577 — —
TTOTAl ++veveversersenuanuentetetenteneeneeuesteesestessessesensensensenes 1.15% 53.92% 34.34% ¥ 1,674,797 ¥ 131,396 ¥ 198,228 69%

Notes: 1 LGD estimates include EL default amounts for exposures in default.
2 “Overdue” denotes credits less than 3 months overdue.

(6) Losses in the Previous Period and Comparison of Losses in the Current Period with those in the Previous Period

Millions of Yen
2008 2007

Change in Actual
Year Ended March 31 Actual Credit Losses Writebacks Actual Credit Losses Writebacks Credit Losses
O R — ¥ (2,175) ¥ (46,387) ¥ 36,681 ¥ (16,422) ¥ (38,857)
Sovereign EXpOSUIes «-rrrrrerreeeessssssssssssssssnnsesssssesses (31) (32) 18 (353) (49)
[ SHII A OCTE _ _ _ _ _
Equity Exposures under —
the PD / LGD Approach «-eeeeesssssseesssesssssneee _ _ _ _ _
Retail Exposures ...................................................... 812 (1,239) — — —

Note: Of credit costs, only those that can be identified as stemming from specified asset classes are shown in the table.

Factor Analysis

Losses in fiscal year 2007 decreased ¥38.8 billion year on year, the main reason for which being the reversal of general allowances for loan losses made for
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(7) Estimated Credit Losses

Millions of Yen

Estimated Credit Losses Actual Credit Losses

COTPOLALE FXPOSUIES ++++0rsessersserssessieisees ettt s ¥ 141,439 ¥ (2,175)
SOVELEIZN BXPOSUIES +++evvsscessssrusssenssssenisisssisisssisisssisiossissesasssesasssesasssesusssssis s sis st is s is ot ts o sats s sut s sas s issssnissoses 686 (31)
Bank EXPOSUIES ++eveevermereneneeet ettt 501 —
Equity Exposures under the PD / LGD Approach «sw-weeeeesersermmisciiecieiii s 418 _
Retail Exposurcs ................................................................................................................................................... 10,753 812

Notes: 1 Estimated credit losses are the average of estimates calculated as of March 31, 2007; September 30, 2007; and March 31, 2008. Estimated credit losses for retail exposures are
estimates calculated as of March 31, 2008.
2 Actual credit losses are the sum of losses for one year beginning from April 1, 2007.
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Credit Risk Mitigation Measures Consolidated

Exposures to which Credit Risk Mitigation Measures are Applied

Millions of Yen
2008
Eligible Financial Other Eligible . -
At March 31 gCollateral IRB Collagteral Cutianiiss Credit Derivatives
Portfolios to which the Standardized Approach is Applied ---- ¥ 38217 ¥ — ¥ — ¥ —
Portfolios to which the IRB Approach is Applied -« eeeeeeeeeinnninciccicienns 1,149,722 140,097 135,242 40,000
COrporate EXPOSUIES -+ wrvssevsseemsseemssmmssmmsiinmsiinissisinssssisssensssnssssvsssenss 390,109 140,097 40,693 _
SOVereign EXPOSULES ++vssersssrrsssrsssesssssssssisisiisssissiissi s 320 _ 89,186 _
Bank EXPOSULES weereneseneenmnmnieniiiiitiiii ittt 759,292 — 5,362 40,000
Residential Mortgage EXPOSUIES «--r-cvssssesreeeesssssssesemsssnssseneenessnsscrneenes _ _ _ _
Qualifying Revolving Retail EXpOSUTes «r--vssssessereevessssssrnrinsssnnsinneees _ _ _ _
Other Retail EXPOSUEES +-crevvessseccerrmuessmaneermuesnnaeessmisssssesessssesssesesrines _ _ _ _
Note: From March 31, 2008, the scope of credit risk mitigation measures has been enlarged.
Millions of Yen
2007
Eligible Financial q o..q
At March 31 gCollateral (Clrgdlic IDlafveiies
Portfolios to which the Standardized Approach is Applied ................................................................................ ¥ 57,046 ¥
Portfolios to which the IRB Approach is Applied - ecceeeessessessmussssssesscsssusssmsmmsssssssssssssssssssmsmmnssssssssssssssssnes 998,123 40,000
COTPOTALe EXPOSUIES ++s+cvsserssrrserssemssessimsiisitiest ettt ettt 175,684 40,000
SOVETEIGN EXPOSUIES +++crsserssersserssse sttt s 32,889 _
Bank Exposures ........................................................................................................................................... 789,549 —
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Risk Management

Derivative Products and Long Settlement Transactions Consolidated

Jo snjes / ebesssiy 03D

Derivative Products

1UBWIISBAU| Hpal1) sesasianQ

Millions of Yen
At March 31 2008 2007
Aggregate Sum of Amounts of Gross Reconstruction Costs (limited only to those not below zero) «-eeeeeveeec ¥ 2,193,778 ¥ 647,698 w
Aggregate Sum of Gross Add-On Amounts 1,156,872 789,606 %
Credit Equivalents (Gross) ............................................................................................................................... ¥ 3,350,650 ¥ 1,437,305 %
Note: Credit equivalents are calculated with the current exposure approach. %?
o
Millions of Yen
At March 31 2008 2007
Foreign Exchange Related ..........cccciiiiiiiiiiiiiiiic e ¥ 629,347 ¥ 238,448
Interest Rate Related 2,720,259 1,198,748
Gallal IRalzizag] scoooososmnaosooannnssaooncsesmoaocammemnacnnmemnsnsisesansasnanieaanansesmnesaaIeae0ea0m90aGaRI090a0aaB000A0EI0A00BI0A0ACI000005I0000 — J— o
EQUIty Related «---vveeeesssssssssssesssssssssssssssssssisssssssssssssssss s sssssssss s s _ _ g
Precious Metals (Excluding Gold) Related - — — g
Ohlber ClomimmerFises TRAETE] cvomoosmuomesmmsommmammmmmmemsmmemmstmessmeomeameamsOesaaaRaaaaaaSaa eSO Aaaaoo0D _ _ 3
CLEAIt DIEIIVALIVES ++++rvvveeeeerrreesssrmneesssimteesssuteessisseessssuseessumeetesmseessssssesssmssesssmsseesssmsstesssmssseessnsneesssisseesssssneeens 1,044 108 é?
¥ 3,350,650 ¥ 1,437,305 S
(2,339,813) (680,134)

¥ 1,010,837 ¥ 757,170

¥ 1,010,837 ¥ 757,170

>
o
Millions of Yen ‘(gb
2008 2007 =
(o]
Providing of Purchase of Providing of Purchase of =
At March 31 Protection Protection Protection Protection ::D;
Notional Principal Amounts of Credit Derivatives 3
Subject to the Calculation of Credit Equivalents 3
Credit Default Swaps ¥ 80,000 ¥ 40,000 ¥ 81,000 ¥ 40,000 5
Total RECUIn SWaps ---rssssssssseesssssssssssssnssssssmsssssessssssssssssesssssnoe _ _ _ _
sl Cizili DEfmiiies cosomomcomsmmommeosmsmsssamsossaso: _ _ _ _
Second-to-Default Credit Derivatives — — — — o
(2]
93
)
Millions of Yen
At March 31 2008 2007
Notional Principal Amounts used to Allow for the Effect of Credit Risk Mitigation Measures «-:+:+:-eseeeueueueeen ¥ 40,000 ¥ 40,000

dsiy

Long Settlement Transactions
Not applicable
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Securitization Exposures (Originator) Consolidated

(1) Outline of Securitization during fiscal year 2007, Type and Status of Underlying Assets

We conducted the following single securitization transaction as an originator during fiscal year 2007.

Date of Securitization: July 2007

Type of Underlying Assets: Mortgage Loans

Aggregate Sum of Underlying Assets: ¥30,202 million (at the time of securitization), ¥27,021 million (as of the end of March 2008)

Type of Transaction: Asset transfer-type securitization transaction

Rating Agency: Moody’s Investors Service, Inc.
Standard & Poors Rating Services (S&P)

Initial Issue Amount: Class A ¥ 3,000 million (Aaa/Moody’s, AAA/S&P)
Class B ¥ 23,570 million (A2/Moody’s, A/S&P)
Class C ¥ 3,330 million (no rating)
Subordinate Earnings Right ¥~ 302 million (no rating)

Date of Redemption: December 2036

We hold part of the exposures related to this securitization transaction, and quantitative data in (2)—(9) below include data related to

this securitization transaction.

(2) Amounts of Securitization Exposures Held and Breakdown of Underlying Assets by Type

Millions of Yen
2008
Aggregate Sum of Underlying Assets
Exposure Amounts Asset Transfer-Type Synthetic

Securitization Securitization
At March 31 Transaction Transaction
HI@US5YE, [LEEIRS  cooconommmoroconcomssconcosssosarorssconmossocosomosocaramsseomsososamosssasonoss ¥ 302 ¥ 27,021 ¥ 27,021 ¥ —
Credit Card Loans, Consumer Loans «-««-e-ssessesssesseissesssesssesssisnsesssces _ _ _ _
Ao s, Otser Lewms i@ Trdbalually moemommromreosomrsoreossoss _ _ _ _
Commercial Real EState-Sectred LOans - -sseesseessessesssesssssssssssssssssesees _ _ _ _
Loans and Bonds t0 COrporates «-rrssssssssweerssssssmsssssesssssssssssseessss _ _ _ _
Claims on Lease Paymments -« sseeeeeeessssseessssssssessesssssssssssssssssnseee _ _ _ _
Accounts Receivable, Other Claims on Corporates «:«:s:-«seceeeueusesenene — — — —
@izl s0000000000000000009000000090900050500005EIEAO0EAEANAXABITINCOFEAIANCACATINICACATINIOACATSATAAOCIC ¥ 302 ¥ 27,021 ¥ 27,021 Y —

(8) Cumulative Total for Fiscal Year 2007 of Underlying Assets Overdue for Three Months or Longer or in Default Related
to Securitization Exposures Held, Cumulative Total of Losses for Fiscal Year 2007, and their Breakdowns by Type of
Underlying Assets

Millions of Yen
2008
Cumulative Total of Underlying .
S e M
Housing Loans ¥ 82 ¥ 49
Credit Card Loans, CONSUMEr LOANS «+-s-+swseseesessesreseesesesemsmsessnsssssssssessessssessessssessssessnens _ _
Auto Loans, Oxinar ILeaing (@ linalitmieloglly cocosscoscocomsenosssasssnsssanasssommmnsssmonnsscancasaoamscsnsacocs J— -
Commercial Real Estate-Secured Loans - — _
Loans and Bonds 10 COIPOLALES ww-rsssssrersssssseessssmsssesssssssssssssssssessssssssssssssssssssssssssssssees _ _
Clkfiims @m ILease PEmEIE  ccommmoommmsommmomommmooarmmeaemmseaomr0oae0a 00RO o CaEX DR _ _
Accounts Receivable, Other Claims on Corporates - — —
TExEl 00000000000000000000000000000EE00EEAATENAANEACINOAATAVAACAEOAVAOINVAOAAATVOGAVCAATTAANNOAAANABAVCA0AVAACAVTOAACT0ATVCGATO0AIA ¥ 82 ¥ 49
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Risk Management

(4) Balance and Amounts of Required Capital of Securitization Exposures Held by Risk-Weight Category

Millions of Yen
2008
At March 31 Balance Required Capital
Risk-Weight Category (IRB Approach) ¥ 302 ¥ 302
D0 OF LESS +rserrvserersrsersrersesrsesassesessssesessssessssessssssassssssssassesassessssesessssessssssssssessseesasassessnsesensssesensesnassesasessanas _ _ e
OVEL 20% A0 100V OF LESS ~wsrvseserrsererseserrsesarsssesrsssassssesssesessessssssesssssssssssssassssassssesssesassssesssessssssesssssnes _ _
Over 100% and less than 1,2500 «-seeesseeesseeesseesseresseemsseessesesseessseessessssessssesssessesssssessesessessssressssssessssssssesees _ _
Capital I DYZaEHER 0000000000000000000000EAICANAABINICAAIEINICAAAEINICAGINTACEAE0ANCGABANACCOAAAOACOAAATOTOAAOINNNAIACT0CAGIE0DNCAGI0000CAGI000C0GA00 302 302
Risk-Weight Category (Standardized Approach) — —
D0 OF LESS +wserrvserersrsessrersesssesasassessssesassssesssssssssssasassssasassesassessssesessssesssssssssssssseesasassessssesensssessnsesnassesasassanas _ _
OVEL 20% A 100V OF LESS «-svvseserrsererseserrsesarsesesrsssassesessssesessesssssssssssssssssssssssssassssesssesassssesssessssssesssssaras _ _
OVer 100% and less than 1,2500 «-sseesseeesseeesseesseressemsseessesessessseesssessessssessssessessssesssesessessssresssesssssssssssesees _ _
CapItal DIEAUCTON ++r+++++-4eeeee 15 _ _
TT@)#al| 00000000000000000000006AT0NAANEABINEAATNNBACANNOGEACANRANAANAOAITANAANAACANCANAVTOAAATNGAAT0COANNOAANNAA0NAENOCA0AC0GANNAANC000ANO0GAN00AA000000C000000G000 ¥ 302 ¥ 302

(5) Amount Equivalent to the Increase in Capital Following Securitization and Breakdown by Type of Underlying Assets
Not applicable

(6) Amount of Securitization Exposures by Type of Underlying Assets Deducted from Capital under Provisions of the
Notification Article 247

Millions of Yen

At March 31 2008
THOUSING LLOAMNS +++evsrerseersessersessee ettt ¥ 302
(Ol hie (T L LT (T TR L Ta e e o e P e e P X T P T e Coee _ -
Auire Lsans, Odhar Leams @ Imahmelml soousomnmmmommesomnmemomomnmesnsmeommeiomnaioouiosaioi0aieounaiusaiosnaios0aioo0aseiouai0u0ai030aa00000000000500005000000000 _
Commercial Real EState-SeCUIed LIOAMS ««««-««e-seeereessreersueemsueesmeassuessseeasueeasseesseeaseeaastesseeaseeasseeaseessseeaseeaseessseessseesseesseessseeanes —
L0ans and Bonds t0 COMPOTALES «++x+w+sswssrssersserserseesse ettt s —
Claims on Lease Payments —
Accounts Receivable, Other Claims 0n COIPOIALES -+ er-ssseresssseresssssssssssetsmssssetsmsssstsisssstsssssstssssssessssseesssssesssssssessssssssssssssesens _
@il coooooocsmoos0se000000000000000000050006aE0ENN0CALIOIOEATIOTCOBATIDICEBATITCGAATEICACABIICINABIOCCABICICAAIIIBAAIAAATIICACATINIIAATICOGANIVICOAABIOVAACIOOOCATIIBAIIOTOCOD ¥ 302
(7) ltems by Type of Underlying Assets of Securitization Exposures with Early Redemption Clauses

Not applicable -

(8) Amounts of Losses/Gains on Sale in Association with Securitization Transactions Recognized during fiscal year 2007
and Breakdown by Type of Principal Underlying Assets

Millions of Yen

Year Ended March 31 2008 =3
T  — ¥ (30) é A
Citadhi Coita) e, ClomTITE? USRS ocococsmoosomsasmmssaommssommaaomoi s o000 TP _ %
Ao Leans, Odber Leams @ Inaimeial cosomomomm0m0m000600000000590000000000000000000000900930000000300009000000053900030000000I00A0UCI0UI00I0TIAIAU0TIA0II0 — =
Commercial Real Estate-Secured Loans - —

L0501 BONAS 10 COIPOIALES ++11++++11+1144454 1000 _

@ T YO T I e L R . B B L L _

Accounts Receivable, Other Claims 0n COIPOIALES «+--+s++wersssssrersssesterssssstosssssitomssssstosssssesesssssssesssssssemssssssosssssstosssssssosssssssossssssossssss _

TR I —— ¥ (30)

(9) Amounts of Credit Risk-Weighted Assets Calculated with the Application of Transitional Measures with respect to
Securitization Exposures
Not applicable
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Securitization Exposures (Originator) Consolidated

(1) Outline of Securitization during fiscal year 2006, Type and Status of Underlying Assets

We conducted the following single securitization transaction as an originator during fiscal year 2006.

Date of Securitization:

Type of Underlying Assets:

December 2006

Commercial real estate-secured loan (real estate non-recourse loan)

Aggregate Sum of Underlying Assets: ¥20,000 million (at the time of securitization), ¥17,221 million (as of the end of March 2007)

Type of Transaction:
Rating Agency:

Initial Issue Amount:

Date of Redemption:

Asset transfer-type securitization transaction
Moody’s Investors Service, Inc.

Class A ¥11,900 million (Aaa)
Class B ¥ 5,000 million (Aa2)
Class C ¥ 2,600 million (A2)
ClassD ¥ 500 million (A3)

October 2013

We hold part of the exposures related to this securitization transaction, and quantitative data in (2)—(9) below include data related to

this securitization transaction.

(2) Amounts of Securitization Exposures Held and Breakdown of Underlying Assets by Type

Millions of Yen

2007
Aggregate Sum of Underlying Assets

Exposure Amounts Asset Transfer-Type Synthetic

Securitization Securitization
At March 31 Transaction Transaction
HoUSING LOANS +rvseersserssersserssenssseisenisee i ¥ _ ¥ _ ¥ _ ¥ _
Credit Card Loans, Consumer Loans — — — —
Auto Loans, Other Loans t0 Individuals - --s-sceseceeccrseessersscrssersecsocsases _ _ _ _
Commercial Real Estate-Secured Loans «««+tseseseseeeneinninninnnines 10,201 29,041 29,041 —
Loans and Bonds to COPOTates «ssssssssssssssssssssssssssssssssssssssssssssnnnns _ _ _ _
Claims on Lease Payments « - cceessseerssssssessssssssssssessssssssssssssssessas _ _ _ _
Accounts Receivable, Other Claims on Corporates — — — —
TOtAl +oeeeeeesvmvvennnsnnnsasiienisiisocevuuusonsssssonaassasssstssesssssosssssssosasssassssssavvonssoss ¥ 10,201 ¥ 29,041 ¥ 29,041 ¥ =

(8) Cumulative Total for Fiscal Year 2006 of Underlying Assets Overdue for Three Months or Longer or in Default Related
to Securitization Exposures Held, Cumulative Total of Losses for Fiscal Year 2006, and their Breakdowns by Type of

Underlying Assets.
Not applicable
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Risk Management

(4) Balance and Amounts of Required Capital of Securitization Exposures Held by Risk-Weight Category

Millions of Yen
2007
At March 31 Balance Required Capital
Risk—Weight Category (IRB Approach) ............................................................................................................ ¥ 10,201 ¥ 810
D00 OF LESS #++rvveerereeenreriureeiuteiitte ettt et e es e e eateeesaeesas e e saaeeebse e aa e e sas e e ea s e e bs e e eaa e e ba s e ba e e a e e e bt eabe e e ae e e aeesaaeeeaseeanee 1,335 22 E—
Vel 20% aNd 1000 OF LSS «+-veerverreerreeruemrtemerstereesueeuenstessestessesssesseesseesesseessesssesstesseessessesssesssesseessesseessesnne _ _
over 100% and less than 1,25000 «««cceeerreeetimiitiiiiiiiiuiieiiiuiieeiiiieiiiieesiiie ittt sttt e ssan 8,866 788
Capital DEdUCHON «+ervsersserssimserisrisitinimieisiisiis sttt s b aa s s s aass _ _
Risk-Weight Category (Standardized Approach) «--s-rseeesseressersiemiseriseiieei s _ _
D00 OF LESS #++rrveerereernreeimneeiuteeitte ittt et e eaeesateeesteesas e e saaeeebae e as e e eas e e easeebs e e eaa e e eaa s e ba e e ae e e aa e e abeeeae e e aeesaaeeenaeeeanee — —
OVer 20% aNd 1000 OF LSS «+-veerverreerreeruemrtemeestereesueetesseessestessessueeseesseesesseessessesseesseessessesssesssesseessesseessesnne _ _
over 100% and less than 1,25000 «-weeereererereieirmsistsietetetiiiitste ettt _ _
Capital DEdUCHON «ervsersserssimsrissrinsiiieimieisiisiiss ittt a bbb ansanss _ _
Ilia1za| cooooooccooo000600000000a000C00ABEOEEAEAEANGECNNAGIEINNNAGIBITEOAANNNOCOAAENNACOGANONCCEABONOCGEAEANONGAACC0DOBACI0T0NACOO0DCAGAC0DDCOGOD0DCOGIN00C0GA0D ¥ 10,201 ¥ 810

(5) Amount Equivalent to the Increase in Capital Following Securitization and Breakdown by Type of Underlying Assets
Not applicable

(6) Amount of Securitization Exposures by Type of Underlying Assets Deducted from Capital under Provisions of the
Notification Article 247

Not applicable

(7) ltems by Type of Underlying Assets of Securitization Exposures with Early Redemption Clauses N
Not applicable

(8) Amounts of Losses/Gains on Sale in Association with Securitization Transactions Recognized during fiscal year 2006
and Breakdown by Type of Principal Underlying Assets
Not applicable

(9) Amounts of Credit Risk-Weighted Assets Calculated with the Application of Transitional Measures with respect to
Securitization Exposures
Not applicable
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Securitization Exposures (Investor) Consolidated
(1) Amount of Securitization Exposures Held and Breakdown of Underlying Assets by Type
Millions of Yen
2008 2007

At March 31 Exposure Exposure
THOUSING OIS «++vvrersseesssessseesseesse sttt ¥ 572,423 ¥ 609,005
Credit Card Loans, CONSUMEr LOAMNS «++ssessesseesecssesessessmsissmsesssssssssessssssssssssissesssssssssssesssssssssssssssessnss 195,014 276,624
Auto Loans, Other Loans t0 INdividuals «----scsesseseeesecseessiseuecsecsississessesmsssisessessssssssssessssessssssssssessessessss 24,347 44,875
Commercial Real Estate-Secured Loans - - 100,294 109,384
Loans and Bonds to Corporates ....................................................................................................................... 458,670 543,016
Claims on Lease PayIMIENLS «ereersesesentntnmststet ettt 129,706 162,799
Accounts Receivable, Other Claims on Corporates - - 6,512 6,205
@izl coooooosaca000000000000000000000000000009090K0EEEAEAONEALINIKVBAINTHGACIVICAGATINICABATLICACACILICACABILICIAAICACACOEIILACABIVVOGATINNCAGATIONIAIALOTOCAN ¥ 1,486,969 ¥ 1,751,911

(2) Balance and Amounts of Required Capital of Securitization Exposures Held by Risk-Weight Category

Millions of Yen
2008 2007
At March 31 Balance Required Capital Balance Required Capital
Risk-Weight Category (IRB Approach) «-:-:-eseesecicieiciennininicccicnnnes ¥ 1,486,969 ¥ 55,666 ¥ 821,406 ¥ 63,900
20U OF LESS +++veverververserseruermetertasteseauesressestessetessesteseeseestesessessessennens 1,268,110 9,782 650,917 5,441
over 20% and 1000 OF LeSs «+-weveereereererrerererensersenteneeeeeeessessessensens 163,426 8,734 105,025 5,527
over 100% and less than 1,25000 «wweeeeerererernsesesisserereniisissesesenenens 30,693 12,411 24,230 11,698
Capital D@ @R 000000000000000000000000050000aEACINNBICACIOBACIDICOBICICICABATICCOGAATLICT 24,739 24,739 41,233 41,233
Risk-Weight Category (Standardized Approach) «:eeeeeeeeneneccccnnnn — — 930,505 24,713
20% @ie [lasg covv0090e000000066000006093000900906060000066GAEA09099I0000TINCAAEAEAREAATTTITDTIT0 — — 736,829 11,789
over 20% and 100% Or less «++eeererrrrnnieaeaeaerieiiiiiiiiiiiiiieeeeeeeeeeeeennnn — — 193,675 12,924
over 100% and less than 1,250% ---- — — — —
Copphiell Dadligfion sz _ _ _ _
@izl cocossssconomoocco0mm00can00m000ARE0EEEAEAEOBEAEIEITIBOEIITEEAEATITEACATIIICAGAATTICAAATOICABIOD ¥ 1,486,969 ¥ 55,666 ¥ 1,751,911 ¥ 88,614

Note: From March 31, 2008, exposure for securitization exposures securitized by retail exposures is being presented using the IRB approach instead of the Standardized Approach.

(8) Amount of Securitization Exposures by Type of Underlying Assets Deducted from Capital under
Notification Article 247

Provisions of the

Millions of Yen

At March 31 2008 2007

Housing Loans ¥ — ¥ —
Credit Card Loans, CONSUMEE LOANS «++rresesesrererresemesmmmmessessesisssssessessssssessesssssssssesssssssssssssssssssssessesssssssnses 711 _
Auto Loans, Other Loans t0 INdividUuals «----s-scsseseeeecsressisseuecsecssississessesssssisessessssssssssessesscssssssssessessessss _ _
Commercial Real Estate-Secured LLOams «-«-«--«-c-stsstessestessenssssossonsassstssnssssstesssstsstantsssensansessassanssssssesssstsssantsssansen _ _
Loans and Bonds to Corporates ....................................................................................................................... 24,027 41,233
Claims 0N Lease PAYIMENTS «+eressersssstosssstosssstomssstomssriissessiniesiuniisimssesisssesiassssisssssssstssssstsssssbsssstssssssssssessssssssns _ _
Accounts Receivable, Other Claims 0n COrPOrates -+ «ts-sssseeeessssseressssesssssssssssssesessssesasssssasssssessssssssosssss _ _
l@il] cooooo0s0000000000000000000000000060000069090C0EEEOCAEOEALINIKABAINTHGACIVICAGATINICABATLICECAVITICACABICICTAGIVICACABIACABIVVOGITINNCAGACIONIAIIVOTOGAT ¥ 24,739 ¥ 41,233

(4) Amounts of Credit Risk-Weighted Assets Calculated with the Application of Transitional Measures with respect to

Securitization Exposures
Not applicable
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Risk Management

Market Risk Consolidated

(1) End of Period Value at Risk (VaR) and Maximum, Minimum and Mean VaR for the Period

e Market Risk in FY2007

e Market Risk in FY2006

JUBWISOAU| 1IP8I) SessIen)
Jo snjes / ebesssiy 03D

Banking Account Trading Account Banking Account Trading Account
As of Mar. 31, 2008 «--eeeveeeeeuennns ¥ 83.2 billion ¥ 0.5 billion As of Mar. 31, 2007 «-eseeeereeeeneens ¥ 81.8 billion ¥ 0.4 billion o
N T T —— 106.2 billion 1.5 billion N T T ——— 111.6 billion 1.6 billion 2
@
MIDIMIUIL «evvevvereereereeeerememrensenne 78.8 billion 0.3 billion MINIMUM «oeeereereerememremeneienens 75.5 billion 0.3 billion @
Mean oo 94.1 billion 0.7 billion Mean «eeeeeseeneeneenini 94.9 billion 1.1 billion %9
(]
(For the April, 2007 - March, 2008 Period) (For the April, 2006 - March, 2007 Period) =
VaR Measurement Standards
Banking Account Confidence Interval: One-tailed 99% Time Horizon: 21 business days Observation Period: One Year
Trading Account Confidence Interval: One-tailed 99% Time Horizon: 1 business day Observation Period: One Year
. .. [0)
(2) Results of Back Testing and Reasons for Large Deviations between Actual Losses and VaR )
[0}
e Back Testing of the Trading Account 3
>
FY 2007 FY 2006 8
oy
18— 18— ks
: Profit/Loss and VaR Scatter Diagram : Profit/Loss and VaR Scatter Diagram -
1.5 — 1.5 —
z ° =
S 12— S 12—
=S =S
2 09— o 09—
" "
8 0.6 — . 8 0.6 —
s 3 i
P, <] <) T
T 03— T 03— 3
538 15 1.8 S8 S
0% 00 25 00 =
o= VaR S o
3 ; e (Billons of yen) 83 03— 3
(0] o g
S 06 . . S 06 o
Q Q o
S —0o| S —0o| =
i 09 ) . 2 c
o —12 o —12 3
2 : g
—1.5— —1.5—
—1.8— —1.8—

uonoag
Jeloueuly

Note: As shown above, for fiscal year 2007 back testing of the trading account shows two instances of losses in excess of VaR.
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Capital Subscriptions or Equity Exposures in the Banking Account Consolidated

Millions of Yen
2008 2007

At March 31 Book Value Market Value Book Value Market Value
Consolidated Book and Market Values *!

R T e T T R ¥ 670,944 ¥ 670,944 ¥ 989,188 ¥ 989,188

Capital Subscriptions or Equity Exposures not included in

“Listed Equity Exposures” %2 550000000000000IETCEEACEBIOIOIDICICABACATIIIITICCCAAOND 75,509 75,509 83,483 83,483

'Amounts of Gains/Iiosses on Sale and Wiritten-ofE Gains/Losses  Gains Losses ~ Written-off ~ Gains/Losses  Gains Losses  Written-off

of Capital Subscriptions or Equity Exposures *2 «cceeeeenniiccienen (2,263) 31,403 3,111 30,555 4,814 12,350 2,962 4,573
Amounts of Unrealized Gains/Losses Recognized

in the Consolidated Balance Sheets and not Recognized

in the Consolidated Statements of Income «+----esereeeeeueieesennniiccinens 191,902 507,273
Amounts of Unrealized Gains/Losses not Reported

in the Consolidated Balance Sheets and Statements of Income «-+:+-- Not applicable Not applicable

*1 Figures for Available-for-Sale Securities include only Japanese and foreign stocks. Figures for Mar. 31, 2007 however include only Japanese stocks.
*2 Foreign stocks listed on the Consolidated Balance Sheets totaled ¥4,049 million as of Mar. 31, 2007.
*3 Consolidated Statements of Income figures for gains/losses on stock holdings and related written-off.

Millions of Yen
At March 31 2008 2007
Amounts by Portfolio Category* .................................................................................................................... ¥ 823,335 ¥ 1,077,285
Outstanding Shares Held -+eeeeeeeremeereennnnnnnnnnnnnnens 649,621 906,275
Portfolios Adopting the Market-Based Approach - 58,497 42,133
Portfolios Adopting the PD/LGD Approach .............................................................................................. 115,216 128,876
* Amounts by portfolio category show exposures subject to the calculation of credit risk-weighted assets.
Amounts Held in Funds Consolidated
Millions of Yen
At March 31 2008 2007
Aggregate Sum of Exposures Held in Funds ¥ 271,693 ¥ 503,842
Look-through Approach .............................................................................................................................. 132,076 242,418
Simple Majority FOrmUla « ceeseeeersseeemserimsiimsiimiimsiimismss s st 56,861 66,780
Iivvesament Criiamea [BEmmulR  occcsonoocosnmmoossanenoononaeasssmeacammmmeeeommBmeeaneme0eemmeotoEammoamoaaemoss6aeaeoDaEaeaeanaEaconIIEEano0C0Ean 14,185 103,826
Tnternal Models APProach s s s sssseeeeeereeeeesssssssssssssisisssesss s _ 0
Probability APProach « e eueruserseisieiteitei 63,601 78,152
OILIIEES ++veveereeneeneeneeteite it ettt ht b s eh e eb et eh e e et e e ae R e s e eh e bbb eh e d e R e h e eh s ea e b et e e neens 4,969 12,665

Note: Exposures subject to the calculation of credit risk-weighted assets are shown.

Interest Rate Risk in the Banking Account Consolidated

Gains/Losses and Changes in Economic Value due to Interest Rate Shocks under the Internal Control System used by
the Consolidated Group
e QOutlier Ratio

At March 31 2008 2007

P T T s oo — ¥ 154.8 billion ¥ 120.9 billion
Outlier Ratio 8.4% 6.3%

Notes: 1 Our interest rate fluctuation scenario assumes an interest rate shock consisting of the Ist and 99th percentile of the fluctuation range measured for a one year time horizon and
a minimum observation period of five years.
2 Our risk measurement method uses the interest rate sensitivity approach. Core deposits are defined as the lowest of the following three items, as an upper limit, for the five-year
maturity (an average term of 2.5 years): 1) the lowest balance of deposits in the past five years, 2) the balance left after deducting the maximum annual outflow of deposits in
the past five years f%om the current balance of deposits, or 3) the amount equivalent to 50% of the current balance of deposits.
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Capital Adequacy Ratio Non-consolidated

BIS Capital Adequacy Ratio

Millions of Yen
At March 31 2008 2007
Tier I
CaPItal STOCK «+reveereesereenerieneti ¥ 287,537 ¥ 287,517
Noncumulative Perpetual Preferred Stock — =
Deposit for SUDSCrPLioNs t0 Shares «:+eesteeeseeusiemiiiiiiiiiii it — —
Legal Capital Surplus 242,555 242,536
Other Capital SUIPIUS «+:ereesersertrsentientiet it 0 2
Legal Retained Earnings 46,580 46,580
Other Retained Earnings «e: ceeseeeesestenemiiemiiiiii i 380,726 339,220
Others 182,999 182,999
TEEASULY STOCK ervrereenttensinen ittt s 441 389
Deposit for Subscriptions to Treasury Stock — —
Expected Distributed Amount (Deduction) 14,234 14,319
Net Unrealized Loss on Available-for-Sale Securities (Deduction) — —
Subscription Rights to Shares — —
Business Rights Equivalents (Deduction) — —
Goodwill Equivalents (Deduction) — —
Equivalent to Intangible Fixed Assets Recorded through Business Combination (Deduction) «-:+:eseeeseeesieisiiemiiniiniiinicinicns — —
Equivalent to the Increase in the Capital Associated with Securitization Transactions (Deduction) — —
Equivalent to 50% of the Excess of Expected Loss over Qualifying Allowance (Deduction) «:eeeeeesiesieiinininiienens 16,467 20,949
Total Tier I before Deduction of Deferred Tax Assets (Aggregate Sum of Items Above) 1,109,255 1,063,198
Deducted Amount of Deferred Tax Assets (Deduction)*! «+seeeseeeeseeseuissiiniiiiiiiiiiiii e — —
Total (A) 1,109,255 1,063,198
Noncumulative Preferred Securities Attached with Step-up Interest Rate Clause*? (@) «ereeereeerseersesneiiiiiiiiins 100,000 100,000
Tier IT
45% of Net Unrealized Gain on Available-for-Sale Securities ««+«+ssesseesememiimiiiniiniiiiiiiii 47,378 222,403
45% of Revaluation Reserve for Land 771 875
General Allowance for Loan LoSSes «+«+++sssseserseettmtmtitii — 2,004
Excess of Qualifying Allowance over Expected Loss — —
Dbt CaPILal «ereveereesereesersenerenetet it 708,859 675,105
Perpetual Subordinated Debt** 314,195 305,015
Subordinated Term Debt and Fixed-term Preferred Stock*® - 394,664 370,090
Total 757,009 900,387
Included in Capital (B) «+reeeesersrser st 757,009 900,387
Tier III
Subordinated Short-term Debt — —
Included in Capital (C) — —
Items for Deduction
Ttems for Deduction™ (ID) ««-essessesetemetet L 100,377 91,179
Total Qualifying Capital
((A) + (B) + (C) = (ID)) (E) «everreneenentenententt ettt 1,765,887 1,872,406
Risk-Weighted Assets
Asset (On-balance Sheet) TEEms «+testeesetesertemite b 11,133,407 12,247,083
Off-balance Sheet Transaction Items 2,063,356 2,329,227
Amount of Credit Risk-Weighted Assets (F) - 13,196,764 14,576,310
Amount of Market Risk Equivalents ((H)/8%) (G) 158,819 156,954
(Reference) Market Risk Equivalents (H) «eceeeeeeeserseerieemniiiiiiii it 12,705 12,556
Amount of Operational Risk Equivalents ((J)/8%) (I) 552,025 546,154
(Reference) Operational Risk Equivalents (J) «eeeseeeseeseseususeusitiniiniiiiiiiiieiic i 44,162 43,692
Amount Obtained by Multiplying by 12.5 the Excess of the Amount Obtained by Multiplying the Old Required
Capital by the Rate Prescribed by the Notification over the New Required Capital (K) «ooeceeeeeeeseesiemiisiiiiiiiiics — —
Total (F)+(G)+(D)+(K)) (L) ¥ 13,907,609 ¥ 15,279,419
BIS Capital Adequacy Ratio = E/L X 100 (%0) «+recoereeerserersensrsentuneniinisiinstiiisiiinitsnsti sttt 12.69 12.25
Tier I Capital Ratio = A/L x 100 (%) 7.97 6.95
Ratio of Noncumulative Preferred Securities with Step-up Interest Rate Clauses to Tier I Capital= a/A x 100 (%) - 9.01 9.40

*1 As of March 31, 2008 deferred tax assets total ¥63,561 million in net terms. The upper limit on the inclusion of deferred tax assets in capital is ¥221,851 million.
*2 Listed in the Notification Article 17, Paragraph 2, i.e. stocks and other securities with high probability of redemptions through such measures as attachment of step-up interest rate
clauses (including Noncumulative preferred securities issued by overseas special purpose companies).
*3 Debt capital listed in the Notification Article 18, Paragraph 1, 4 that have all of the characteristics listed below:
(1) Paid-up debts unsecured and subordinate to other debts
(2) Not redeemable except for certain cases
(3) Used for compensation of loss while continuing business
(4) Allowed to defer interest payment obligations
*4 Listed in the Notification Article 18, Paragraph 1, 5 and 6. However, subordinated term debts are limited to those with an original maturity of over five years.
*5 Listed in the Notification Article 20, Paragraph 1, 1 through 5, and include the amounts equivalent to intentional holdings of other financial institutions’ capital funding means.
*6 We received an external audit by KPMG AZSA & Co. of the calculation of the non-consolidated BIS capital adequacy ratio in line with ‘Agreed Upon Methods for the
Implementation of Capital Adequacy Ratio Audits’ (Pronouncement 30 of the Japanese Institute of Certified Public Accountants, Bank Auditing Committee, June 12, 2007).
The external audit is not part of the accounting audit of the non-consolidated financial statements but was conducted on part of the internal risk management framework concern-
ing the calculation of the non-consolidated BIS capital adequacy ratio under agreed-upon examination procedures and is a report of the results. It thus does not represent the opinion
of the external auditor regarding the non-consolidated BIS capital adequacy ratio itself or parts of the internal control which concern the ratio.

Sumitomo Trust and Banking 2008 Annual Report

JUBWISOAU| 1IP8I) SessIen)
Jo snjes / ebesssiy 03D

uoday 8ouBUISAOL) poday ssauisng

SeulT uol4 8y} woJj poday v

uonoag
Jeloueuly

dsiy

<
o
=]
D
Q
[}
3
@
=]
2

uoljewloyu| o1seg g1S

159



Outline of Capital Funding Means

An outline of capital funding means for the BIS capital adequacy ratio is as follows:

Capital Capital Funding Means Outline
Common Stock Full Votine Stock Shareholders’ equity listed in the Notification Article 17, Paragraph 1,
v 8 and our standard stock with no limitations on holders’ rights.
Preferred securities listed in the Notification Article 17, Paragraph 4, which
Tl meet all of the conditions below:
*Noncumulative preferred capital
Preferred Securities See Table below for Details *Paid-up securities that are unsecured and subordinate to other debts
eIssuance proceeds are made available to the Bank immediately with no
limitations and can be used for compensation of loss within the Bank
while business is continued
) - . . Instrument included as the debt capital listed in the Notification Article
Perpetual Subordinated Bonds .SD;elte_ﬁf P({)cfdlit?elissinRr:t); Fioriizd 18, Paragraph 1, 4 that have all of the characteristics below:
(Prg pa)[/) e L e[ e [ *Paid-up securities that are unsecured and subordinate to other debts
subject to approval by the regulatory 'got dri_deemable except fofr lsomelﬁsesb . . inued
P 1 Subordi L A g *Used for compensation of loss while business is continue
erpetual Subordinated Loans | auchoritics) *Allowed to defer interest payment obligations
e I Maturities of 10 years and 20 years
(Bullet payment)
Subordinated Bonds *Date of Redemption Provided Instrument included as the debt capital listed in the Notification Article
*Step-up of Interest Rate 18, Paragraph 1, 5 and 6, but subordinated debrs are limited to those with
(Prepayments will be allowed after 5 years five-year minimum maturity.
Subordinated Loans subject to approval by the regulatory
authorities)

Details of preferred securities issued by overseas special purpose companies included in “Others” of the Tier | of capital

for non-consolidated BIS capital adequacy ratio calculation are the following:

1. Issuer

STB Preferred Capital (Cayman) Limited

STB Preferred Capital 2 (Cayman) Limited

STB Preferred Capital 3 (Cayman) Limited

2. Description
of Securities

Noncumulative Preferred Securities

Same as on the left

Same as on the left

Perpetual (the Securities may be redeemed in
whole or in part on any dividend payment
date on or after ten years from the issuance at

Perpetual (the Securities may be redeemed in
whole or in part on any dividend payment
date on or after seven years from the issuance

Perpetual (the Securities may be redeemed in
whole or in part on any dividend payment
date on or after ten years from the issuance at

B L LTy the option of the Issuer subject to the prior | at the option of the Issuer subject to the prior | the option of the Issuer subject to the prior
approval of the holders of the ordinary shares | approval of the holders of the ordinary shares | approval of the holders of the ordinary shares
and applicable regulatory requirements). and applicable regulatory requirements). and applicable regulatory requirements).

<lst year - 10th year > <lIst year - 10th year >
4. Dividend Floating Rate Fixed Rate Fixed Rate
Rate (Non Step-up) <Thereafter> <Thereafter>
Step-up Floating Rate Step-up Floating Rate
> e ¥83 billion ¥50 billion ¥50 billion

6. Issue Date

March 26, 1999

December 7, 2005

March 2, 2007

7. Outline of
Dividend
Payment

Dividends are payable by the Issuer in the
presence of distributable amount of the Bank
in conformity with the calculation of preferred
shares of the bank.

If the Bank pays any dividends on any of its
common stock with respect to any financial
year of the Bank, then the Issuer will be
required to pay full dividends on the Securities
for the applicable year.

Same as on the left

Same as on the left

8. Dividend
Limitation

Dividends will not be paid if any of certain crite-
ria have met. The criteria include the following:
When the Bank did not pay dividend on any
class of preferred shares.

When the Bank’s BIS capital adequacy ratio or
Tier I capital ratio is to decline below the min-
imum percentages required by Japanese bank-
ing regulations.

Same as on the left

Same as on the left

9. Rights to the
Remaining
Assets

The Securities are intended to provide holders,
through the perpetual subordinated loan to the
Bank, with rights to remaining assets that are
the same as those to which holders would be
entitled if they had purchased noncumulative
nonvoting perpetual preferred stock issued
directly by the Bank.

Same as on the left

Same as on the left
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Capital Adequacy Non-consolidated

(1) Amount of Required Capital against Credit Risk (excluding equity exposures to which the IRB Approach is applied

and exposures held in funds)

Millions of Yen
At March 31 2008 2007
Portfolios to which the Standardized Approach is Applied -+ - wsserssressessersseisiisisiiii s ¥ 17,543 ¥101,014
Rl EEX[OSLLTES ++s+25012102101154251804851880435058802504805 5855885585858 5855 s s — 83,567
Exposures to Business Units Set for Phased Roll-Out Application «««----sssssssereeeesssssssessesesssnsssssisisssssssssssssssssssesseens — _
Exposures Excluded from AppPliCation «-ss-wsewsesseeserseemseete et 17,543 17,446
Portfolios to which the IRB Approach is Applied and the Breakdown by Portfolio - 999,282 773,030
COTPOLALE EXPOSLLTES  +--r+s10151581021545042505880155188088855 8158558358588 721,014 639,708
R S —— 22,362 23,617
Bk EEXPOSLLTES -+sv0+210021001515018152218081505 8854815858083 eS8 27,304 25,792
Residential Mortgage Exposures 46,774 —
Qualifying Revolving Retail EXPOSULES ++s+wserssesessessesseuseusemssetstts sttt 643 —
Other Retail EXPOSULES +rsrsvrsssvessssessssessssessssssssssessssessssessssssssssssoss s s s sssss s sissessssesssses s 11,961 _
PULCHASE RECEIVADLES -++evveeerreerruermuerruenitieiteeiiteeiteeite ettt sreeeateebteeabeebtee bt e bbeebeeeabeesbaeesbeesenesnaeseneesnnesenaeenseesnneesnens 65,543 71,186
O LREE ASSELS +-vvsrereseeremsseseeeeeseeeeeeeeeeesseseseeeesseseee e eees e seeseeeee s e eeeeeeeees e e s e eeeeeeeeee e ees e eee e et e e eee e ees e eee e seeee e 103,678 12,725
SECUNTIZATION FXPOSULES «+rvserrsersserssessessensse sttt 50,864 70,429
Exposures to which the Standardized Approach is Applied et eeeeesessmtininiiiiiii — 26,149
Exposures to which the IRB Approach is Applied «+:+wswsesseessemssrisiissiiiiniisis i 50,864 44279

Note: From March 31, 2008, retail exposure (including that for securitization exposures securitized by retail exposures) for the parent company is being presented using the IRB

approach instead of the Standardized Approach.

(2) Amount of Required Capital against Credit Risk concerning Equity Exposures to which the IRB Approach is Applied

Millions of Yen
At March 31 2008 2007
EQUILY EXPOSUIES «vrvseverrenesensmtneietin it ¥ 85,234 ¥ 130,814
PD/LGD Approach 13,973 18,533
Simple Risk Weight Method of the Market-Based Approach ....................................................................................... 16,583 11,796
Internal Models Method of the Market-Based Approach s tcusseteisssesisiiimiiiiiininiisimiiiiniisssiesiunsisssessinssssinses _ _
TiensTeinel] IMIEASHIHIES cooosesemmes0000009906000000655000000099000090000000AIIITTTIIIVTTCEAAIEAAIIIIIV0000TAA0000AAIIT0T0II0000000ACCACAAAITIITTEIVTTAAAIIIIITI00 54,677 100,484
(8) Amount of Required Capital against Credit Risk concerning Exposures Held in Funds
Millions of Yen
At March 31 2008 2007
¥ 72,645 ¥ 120,840
(4) Amount of Required Capital against Market Risk
Millions of Yen
At March 31 2008 2007
Market Risk ¥ 12,705 ¥ 12,556
Amount of Required Capital by Category under the Standardized Approach -+ eeesecueinneiiniiiiiiiiccn 1,543 1,352
liizares Reire JRgK  cocco00000000000000006000000009000990000000000000000090008000AGAAA0000009000500AAAAAA0000000000090CAEEAAAAA0000000900000BAIAAAAAAA000000000000055G 1,543 1,352
EQUity POSTHON Risk «++stessssecissserisssiiiussisiuniieiuniitiusitiissees it sis et sisestibasses s sas bbb s s as bbb s ass bt _ _
Foreign EXchange Risk «:e:eseecesssssetesissssiominsitimiiniiiosissetississstosissessosssss b ssis s bosassssass s bosas s sass s tossn s ssansos _ 0
COMMOUITIES RISK +++reseseresesereresesesstntetitetstes et ettt ettt ettt es et et se et s e s s s s s s s — _
Ot TRADSAEHETS coommmoooooccrmssssncoooommmmrormmmmmooooccccc 0000000033 EEEERo00cs _ _
Timzrsne]) IMiedtells AEIRaETE) cmooommocssssssoooommoomrerommmmmoooococccse 0O EEEEER00ce 11,162 11,204
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(5) Amount of Required Capital against Operational Risk

Millions of Yen
At March 31 2008 2007
Standardized Approach ................................................................................................................................................... ¥ 44’162 ¥ 43’692
(6) Total Required Capital

Millions of Yen
At March 31 2008 2007
Total Required Capital .................................................................................................................................................... ¥ 1,112,608 ¥ 1,222,353
Credit Risk Non-consolidated

(1) Balance of Exposures Related to Credit Risk (excluding exposures held in funds and securitization exposures)

Millions of Yen

2008
Credit Risk Exposures
Lo, Commimens o ylc
Off-balance Sheet Securities Over-The-Counter or Exposures in
Exposures other than DS Default

At March 31 Derivatives

. ¥ 15,374,125 ¥ 12,798,537 ¥ 2,344,842 ¥ 230,744 ¥ 82,338
Ohiisfidle JATAm  cooommoosommoossmmmosmmmccacosoosonossons 2,643,932 734,779 1,130,127 779,025 1,379
Total for Regions «+: eeseesessusesessuntisinincininiiniincinincs ¥ 18,018,058 ¥ 13,533,317 ¥ 3,474,969 ¥ 1,009,770 ¥ 83,717
MAnUFACEUEING -++seevesseteusstsussssussisiininiiisnissiiiissiis 2,583,470 2,130,410 434,742 18,316 6,592
Agriculture - 3,932 2,758 1,154 18 —
Sy 212 212 _ _ _
Fishing ................................................................... 4,216 3,958 218 39 —
1Y R ——————————— 15,118 14,808 _ 310 _
CHMSHTRIEHREIR 9000090999900000000000060330000000900990AATCO0AAAAIAAAITTTD 213,618 202,749 9,987 881 3,434
Energy and Utilities «oeevsseeemssssessminissisiinsisiinnisions 239,320 189,313 48,515 1,491 —
(CrommiFnEIMIEAE Bl coo0o00neaeom000000m0EeeEEIEOEaemIEOEANEEEEEEonED 209,075 194,194 14,689 191 3,730
O = 851,728 724,039 112,969 14,718 _
Wholesale and Retail «+eeeeeseeeeneeeninniininiiniiiinns 1,496,830 1,401,741 89,178 5,910 55,255
Finance and Insurance ««+«+ssesseesseesmesnieinieininnne, 2,114,267 1,797,754 141,877 174,636 —
el [ R e T T T e 2,012,795 1,826,643 176,816 9,335 14,374
Various Services - 1,285,105 1,256,406 23,382 5,316 5,124
ILeeall 1Pulbilie IBeelies cooneaconsesescomsacsesomeacammmmoosanassossoncs 131,640 106,017 25,623 — —
Iinalivemalls coooooccacooonanocooonanacooomnacoea0000000000000300000060000 1,894,689 1,894,689 — — 12,470
OXdiEES 000000000000000000990000600000006G3ACTTACITIXAVEOANCEAAONOABAAATTT 4,962,035 1,787,619 2,395,813 778,603 4,735
Total for Industry Sectors ¥ 18,018,058 ¥ 13,533,317 ¥ 3,474,969 ¥ 1,009,770 ¥ 83,717
Oine Yearr 6 Yh@iiiar cooeacosescsconsecsessneocanmmmoocanassossonos 4,692,278 4,220’095 384,5 18 87,663

Over One Year to less than Five Years «+:-eeeeoeenes 6,724,333 5,402,215 932,214 389,903

Five Years or LOnger -+ seeresssecerisssererisssererisnserens 6,601,445 3,911,005 2,158,236 532,203

Total for All Durations ««+esseseeeesesensenineniniinnens ¥ 18,018,058 ¥ 13,533,317 ¥ 3,474,969 ¥ 1,009,770

Average Balance during the Period «eeeeeeerenenencee ¥ 18,616,983 ¥ 13,535,637 ¥ 4,144,086 ¥ 937,259

Notes: 1 Exposures subject to the calculation of credit risk-weighted assets excluding those subject to funds, securitization, other assets and those excluded from the application.

2 “Others” in the industry sectors include non-residents and state public services. Exposures for the duration of over five years include those with no fixed maturities.

3 Average balance during the period is the average figure of those as of March 31, 2007; September 30, 2007; and March 31, 2008.

4 Data For exposure as of March 31, 2007 represents amounts before credit risk offset effects of netting contracts allowed under the law and the netting against the company’s cash
balance, but subsequent data represents amounts after the effects of these items.

5 Data for exposure as of March 31, 2007 represents exposures to both original creditors and debtors in loan participations, but subsequent data represents only exposures to
original debtors.

6 Da%a for exposure as of March 31, 2007 has been restated to conform to March 31, 2008 standards.
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Millions of Yen
2007
Credit Risk Exposures
Lo, Copiens by
ol s G i
At March 31 Derivatives
¥ 15,909,301 ¥ 12,841,314 ¥ 2,934,264 ¥ 133,722 ¥ 132,282 g
2,355,731 835,944 896,637 623,149 — 3
¥ 18,265,032 ¥ 13,677,259 ¥ 3,830,901 ¥ 756,871 ¥132,282 %
3
Manufacturing «--s-eeeeseesserssessssssessessinsiisisiesens 2,757,256 2,096,406 650,972 9,877 5,298 -
Agriculture ............................................................. 3,673 2,758 900 15 —
FOIESHTY coevsstesssstommsstiisssiiissiniiniisiuniisimnsisiassesiassesiasss 294 294 _ _ _
16 RS 6,912 6,434 474 4 _
MIRING wreeesereserssersesmsesssssss s 19,762 19,708 _ 54 _
CongiTgiiein ooooco00m00000000000060000600009006AE000C0EABIC0EEN00 245,268 226,533 18,335 400 1,849
Energy and Utilities «-sesersserseesseesiemsinsiisiicieniens 264,371 195,247 67,902 1,220 _ g
COIMIMIUNICATION ++ovtverervertssensssenenseressssessssessssensseses 235,810 209,425 26,290 95 4,240 g
Transportation ....................................................... 882,521 732,130 146,121 4,268 48,543 §
Wholesale and Retail «-eeeeereeeeneseninsinnininiinns 1,493,071 1,349,363 137,832 5,875 37,497 %
Finance and InSurance =+ -sssssssesesessesssesienenennnnnnns 2,256,118 1,974,956 186,782 94,380 — 8
Real BSTate «eeeeveereerveesueeruesriesueiiiesieisuesnessessesseessesns 1,822,339 1,656,020 161,694 4,624 22,090 -
VALIOUS SEIVICES «rverereerereresseresosersonenassesessssessesensons 1,415,526 1,382,125 30,094 3,306 8,107
Local Public Bodies «««+seeereseerrnnemseermnannienuunsieennennnens 176,452 114,568 61,884 — —
Iingliwfialiglls cossoossncasoossscaconssscaoamssscamsssocsnasasscanosossaonos 1,843,399 1,843,399 — — 2,842
(OXIhEEs 000000000000000000000900CEEINIEECIITEOCAABDICECABNOICAGABIOSCEAEE0D 4,842,251 1,867,886 2,341,617 632,747 1,811
Total for Industry Sectors -+ -sseeeeueieieinninniniicees ¥ 18,265,032 ¥ 13,677,259 ¥ 3,830,901 ¥ 756,871 ¥ 132,282 ;
@
8
One Year Or ShOrter «-ceeeeeeeeeeraveceeeennacsieenneirennanaeees 5’067’393 4’500’627 502’702 64)063 ;:
Over One Year to less than Five Years -eeeeeeeereeeennes 6,874,113 5,309,839 1,280,775 283,498 %
Five Years or Longer ............................................... 6,323,525 3,866,792 2,()47’423 4()9’3()9 (%
Total for All Durations «:-eesesesesecicieieisnnniiicis ¥ 18,265,032 ¥ 13,677,259 ¥ 3,830,901 ¥ 756,871 _§n
Notes: 1 Exposures subject to the calculation of credit risk-weighted assets excluding those subject to funds, securitization, other assets and those excluded from the application. E
2 “Others” in the industry sectors include overseas and state public services. Exposures for the duration of over five years include those with no fixed maturities. i
(2) General Allowance for Loan Losses
Millions of Yen g %—I
2008 2007 S
Change -
At March 31 Balance Balance
General Allowance for Loan LLOSSES ««-++tereresserrrnserrrrriiererruiesrerruiereeeruereernueeeernmaesesnsnnaens ¥ 88,437 ¥ 72,760 ¥ 15,677
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(8) Specific Allowance for Loan Losses (breakdown by region, industry sector)

Millions of Yen
2008 2007
Change
At March 31 Balance Balance
JAPAIL covreeeseees et ¥ 8,361 ¥ 24,398 ¥ (16,037)
OULSIAE JAPAN wrereersrerssermsseemsieniieiit ettt _ _ _
Total for Regions .............................................................................................................. ¥ 8,361 ¥ 24,398 ¥ (16,037)
Manufacturing .................................................................................................................. 1,154 526 627
Agriculture — — —
FOLESLLY +evsrevrseensseemssessseess ettt ettt _ _ _
S i I e i, _ _ _
IV +rvsereseees s _ _ _
COMISEIULCEION ++++++tssesreersesseessesasesneessesssesseessessesseensesntesseensesnsesstensesneessessesseenseensenseensesneesee 119 136 17)
Energy and ULIlities - ---sersseerssersssersseessie e _ _ _
COMMUMULLIICALION +++++++++eseesseessesssssseessesssessasssesssesssessensaessassssssassntessenssessassssssassssessesnsessessassss 36 60 (24)
Transportation .................................................................................................................. — 13,728 (13,728)
Wholesale and Retail 1,344 485 859
FINANCE ANd TNSUFANCE <++e-veeveeresseesresseessuesserssesseesseseessesssesseesstenseseessesnsesseenseensesseessesseesee _ _ _
TRl [BS1ia conooonn000000000000000000000000000000000GA00OICAAABOECABECTCOAABACAABACACONCAACEONDBAGOEINICOGINICAGANO0CCEAN0000C 1,438 1’343 94
VALIOUS SELVICES +++eevverreessesssesseessanseessasssesssesstessesseessessassssesssessenssessessasssssssesssesssessessssssessaens 544 1,516 (971)
JLexeal] 1Plbilie BYEHEs ocooosommno0sa0m000000000000000009000000050500099600009090AONBIAANEOGATANNCACATINIXAGATINIOACATOAOTOATLOCT 1,575 3,262 (1,686)
Individuals 745 1,122 377)
OX{h@EES  c00000000000000003000060630ITEECATBITEECATITICACATITICAGATITECAEIOICAEABICICICAAIOITOBAAIVIIEACATITICACATITICAGATTCATIOIT 1,402 2,214 (812)
Total for Industry SEEHEIRS c0000000000000000009000ACIITEEEAENBIEACABNNICEAABICEACNCOCOAEANABANAAICTDOACIOODCOACE00000GT ¥ 8,361 ¥ 24,398 ¥ (16,037)
(4) Allowance for Loan Losses from Borrowers in Specified Foreign Countries (breakdown by industry sector)
Millions of Yen
2008 2007
Change
At March 31 Balance Balance
IMANUFACEULIE «++vvsersserssserssersssermssesse sttt ¥y ¥ 64 ¥ (64)
AGHCULLUTE «+ovvsvevesrmssiemssimmieinsiiiisis s s _ _ _
Forestry — — —
FISRNG +rvsereseeesee s _ _ _
IV +eeseesseres e _ 106 (106)
(COMSEILLCEION +++++++s+esntersesseesseensesntesseessesstessessesntensestesseessessesntensesntessesstesseenssensesssessessaense _ _ _
Energy and Utilities «- ewsseeeseeessersseemsiemminimmieiiiiiiiniiii it _ 0 (0)
(COMIMUNICATIONL +++svestseessssesensassecasussosensorsassonsossassssssssassesasusessessoresasssssssenssesasssossosasnssssassoves J— - —
B O O S — _ _ _
YWihallezlle amal 12 oosococonsoscanonsoccnnnanncanansconanonnnnanaonanassosn6acaeanmeaaaoan06aaa00000aa0000006a0005006a00000 . 17 (17)
IFnerneEs ainal TIMSIERMES  0000000000000000000000060000900GAE000EACETNCEACANANNACANONCACE0NODAGIOINNCOGIN0NOCAGIN0NCCA00000] — 513 (513)
Rl EState -+eoveeeveeeesseessessussssessasssassesssessasssesssssnsessessasssasssssssssnsessesssessassssssassssessesssessassassss _ _ _
VATIOUS SEIVICES ++teesetssessonsoreatonscosensseasusoscosasnocssussosensossasssssossassessssssssesasssessessovessossassenssosas J— - —
LOCAL PUDBLIC BOIES «+-eevveerveereeveesuesrensuersuessesssesseensesuesseessesmuenseesesseessesnsesseenseensenseessessuense _ _ _
Iingliwtelmelly cosooosssasaoosanosaoonsncacommEocae00E0GaE0I00EAEEEE0EEENOENEABITITINAEICITEBAATVTIIEACACITICAGATITICAGATVTCATIOITT . _ _
Others — 17 (17)
Total for Industry Sectors «estseseuseseseretititiniiiniii it ¥y — ¥ 720 ¥ (720)
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(5) Amount of Written-off Loans (breakdown by industry sector)

JUBWISOAU| 1IP8I) SessIen)
Jo snjes / ebesssiy 03D

Millions of Yen
Year Ended March 31 2008 2007
IMIAIULACEULIILG ++veeerereseseseses et ¥ 491 ¥ —
L N _ _
L R A————. _ _
e oo D _ _ g
IVEIILIILG +ossesseeseeseeseess ettt — — o
@ TS LT T T —— 300 _ =
Energy and Utilities — — é}
Communication (557) 4,141 .
Transportation — 41
Wihallezlle amal 1Rl ocoscoososocanosossscnsossssaconanosaconnncasoonncasmnnnocamnnooseonnm60ean0e0000000050000a000000530000BGaE00000BACI00BACAT0B00GATI0D 4,478 466
Finance and Insurance - 11 —
TRl | 185173 c00000000000000000000000000000000EGA0TEAEABNICAAABANACACEANENAAINACIOTNNACAOINCOACO0ONCGA0000CAIBOCOCACO0OCGOBAO00000AAC0000ACO0000GI000D 8 (2,612)
Vi @1 SERAEES co000000000000000000000000000000300060000aACICOICICIICCCCCCICIO0 139 2,258
Local Public Bodies — — g
TELCIIVAQUALS ---vesseseasscncnsusasortatetatutucacnssssasatat e e ae e ane et st et st aes e a ettt e e 42 oAt st et ot e ettt e nt at ettt 411 525 £
OXihEs 0000000000000000000000660EEITIEECATITEECEABITCECABHTICAAABITICAACATCAEAITICACIITITIAAITCOSAHIICAGABIICAGABIICAAAAOEABIICICAAIIICACIAAATIT (1) _ %
Total for Industry Sectors ¥ 5,282 ¥ 4,820 Py
°
g
(6) Amount of Exposures by Risk-Weight Category (Standardized Approach)
Millions of Yen
2008 2007
At March 31 Subject to Rating Subject to Rating
Balance of Exposures to which the Standardized Approach is Applied after %
Allowing for the Credit Risk Mitigation Effect by Risk-Weight Category --- ¥ 235,110 ¥ — ¥ 2,148,850 ¥ — }3
0 wevererereermeesesnssserasssssasserassesensenas 5,076 _ 156,542 _ %
LOUh -ereevemeemereenersereneenerensenensenersenensenens _ _ _ _ 3
DOUy wrereeeerererenenersassseneseneneeasasesesenenenen 13,428 _ 27,044 _ i
350/ wevrererenenenettetenenese et neaes _ _ 1,091,411 _ )
50% — — — — =
LOOYh weerverererererersrsasesesesesasessssssesesesaneses 216,605 _ 871,008 _ ®
15000 -vvvvvvvreeeeeeemmmmmmnnnriiieeeeeeeaaneeee — — 2,842 —

Amounts Deducted from Capital under / /
the Notification, Article 20, Paragraph 1, 2 and 5 «+eeeeeeesenencnceennnns — —
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(7) Amount of Exposures by Risk-Weight Category (IRB Approach)

Millions of Yen

At March 31 2008 2007
Specialized Lending under the Slotting Cifitadia  ovoooco0000000000000000000000a0009CCEABIEEABINICABABITICABEECITTCAAICITICACABITICAAATOCOGAND ¥ 1,288,935 ¥ 1’122’054
High—Volatility Commercial Real Estate Exposures ................................................................................. 287,595 131,826
Maturities of 2.5 years or Longer 164,574 63,243
SEOLE o covooocoon 95% -+ 24,242 16,386
Ge@@l coccoooconoo N209%  coono0000000000000000000009000000GAINIBEALETCECATIVICAGATITOAAATLICAGABICICAAABOVAEACIICICATIOTTTAAATIDD 102,630 24,873
Satisfactory ...... 114Q)%) ocosscssscooacosana9005060006EEREEERERRREERIB09900II0000EERREERAEERACOAI09A000ICC0AEERAEEERTERAC00000090000 37,701 21,983
Weak «cvvvveennn D500k <vveverrsrersntuteeuenetetetattataeuet ettt ettt aea stttk b ettt ettt st n st aene _ _
Default - «-vvvvvnn (00 +eseverenererseseseseneneneneasesesesenenentseseseseneseae st et esesesen et ek e b esenen ettt eb et enenenea _ _
Maturities OF less than 2.5 YEars «---cccececesererererescstsessesereneststsesseseresesestscstssesesesestscststsseseseseseatsesssseseseses 123,021 68,582
Strong ........... 25,109 34,705
Good - 58,922 26,386
Satisfactory 38,989 7,490
Weglk cocoooooooa J— J—
Dl cooccooocoon J— _
O T T O oSS ——— ¥ 1,001,340 ¥ 990,228
Maturities of 2.5 years or Longer .......................................................................................................... 767,626 647,589
Strong ........... TOUf «eerereeeeemeueseseseststaeueueseses et stetetaeses ettt ettt e heh et et e ettt h ettt ettt henetena 360,928 280,545
Ca@al coccoococoan QO 0h <vevereerererentntueuesetetetattaeeeuetetet ettt aehea et ettt h ke bttt bt ettt aene 229,439 212,866
Satisfactory - - - - - L1550 cvevererereruesereneuentstatasesesenestattateteseseneseattetesesesesestatetesesesesentattasesenenencneanas 160,695 140,385
Weak - +-voee 16,563 1,139
Default - ------- - — 12,651
Maturities of less than 2.5 YEars «++------seeeeeeeeetetammmmimmiiittttteet ettt e sttt e e e e e e e eeeeee s 233,713 342,638
Strong ........... 65,827 140,816
Good « e 93,315 146,824
Satisfactory 71,836 54,739
Weak «cvvvveenns 2,733 _
Default -« vvvvvvns _ 258
Equity Exposures to which the Simple Risk Weight Method of the Market-Based Approach is Applied - ¥ 51,556 ¥ 42,133
Listed Stocks - -« - - B0 -veveverererereesesererentststasesesesesesttatetesesesestatatetesesesesest st et etesesesttet et enenenereaeas 10,668 29,423
Uhilbisrl Sitedks o 0 o AQ0Y% cooooooc000000000000000000000000600000006900000065600005000000GA00PACAGANCOSOEACICOCO0ABICOINOAIOOOAITI0D 40,887 12,709
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Application of the IRB Approach

Risk Management

(1) The Probability of Default (PD), Loss Given Default (LGD), weighted average of Risk Weights (RW), Exposure At Default
(EAD) of On-balance sheet asset items (On_EAD), and EAD of Off-balance sheet asset items (Off_EAD) by obligor cate-

gory for Corporate Exposures

Millions of Yen
2008
At March 31 PD LGD RW On_EAD Off_EAD
Ratings 1 — 4 - 0.06% 45.87% 23.81% ¥ 1,981,641 ¥ 848,073
RAtings 5 — 6 wveeevesrrsserssssmssenisienissieis 0.94% 44.77% 73.68% 4,329,532 900,336
RAtings 7 — 8 «evseeseessessesssmssnsissinissisississnisisi s 18.59% 44.11% 210.26% 656,492 92,978
Ratings 8- — 10 - 100.00% 44.97% — 63,789 7,831
I ta1zal| c000000000000000000000EACEENEEEABAAICAOAEACICEOAACINICAAIOICNNAATATTTTT 2.95% 45.07% 68.72% ¥ 7,031,456 ¥ 1,849,221

Notes: 1 Specialized lending and purchased receivables are excluded.

2 As of Mar. 31, 2007 credits provided to affiliated companies are presented as part of “others,” but for this presentation the receivables have been reclassified under “other

assets” and thus are not presented here.

Millions of Yen
2007
At March 31 PD LGD RW On_FAD Off_EAD
Ratings 1 — 4 weveeeeseesemssisenissnisi 0.06% 46.15% 24.80% ¥ 1,766,587 ¥ 791,661
RALINGS 5 — 6 «rereereesessessmssssessissisistisis i 1.00% 45.05% 76.51% 4,612,853 1,040,969
RALINGS 7 — 8 «+ereeressessessisssessissisistisiisiii 11.46% 45.00% 197.58% 666,751 92,974
Ratings 8- — 10 +reeeeerersssesusmntinisiieisitieiitiiiciees 100.00% 45.00% _ 111,967 16,536
Others «eeeeeeeeeeeeeeeimmmmiiiee e — — 106.00% 463,883 38,939
TOtal «oeeeeeermmmrrrrrere 2.85% 42.98% 72.83% ¥ 7,622,043 ¥ 1,981,080

Note: Specialized lending and purchased receivables are excluded. Others are credits provided to affiliated companies.

(2) The Probability of Default (PD), Loss Given Default (LGD), weighted average of Risk Weights (RW), Exposure At Default
(EAD) of On-balance sheet asset items (On_EAD), and EAD of Off-balance sheet asset items (Off_EAD) by obligor cate-

gory for Sovereign Exposures

Millions of Yen
2008
At March 31 PD LGD RW On_EAD Off_ EAD
TR Y5 | A oo oo 0.01% 45.00% 9.75% ¥ 2,654,913 ¥ 53,913
RAtings 5 — 6 weeeveeeeseessevssnsenississsissisic s 1.73% 45.00% 134.80% 12,411 384
Ratings 7 - 8 .- 14.68% 45.00% 232.15% 3,076 —
0.04% 45.00% 10.59% ¥ 2,670,401 ¥ 54,297
Note: Specialized lending and purchased receivables are excluded.
Millions of Yen
2007
At March 31 PD LGD RW On_EAD Off EAD
R T[] S — 0.01% 45.00% 9.42% ¥ 2,588,471 ¥ 55,146
Ratings 5—6 - 1.14% 45.00% 90.29% 30,224 1,743
R s/ S 15.15% 45.00% 233.17% 7.453 1
Ratings 8- — 10 +wrvsreeseessonessenisienisiniiecis _ _ _ _ _
x| cccoooooomnoccnanaaocaanacae0000000IININENAEEANAAANEAC0C00NO00000E0C. 0.07% 45.00% 11.00% ¥ 2,626,149 ¥ 56,891

Note: Specialized lending and purchased receivables are excluded.
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(3) The Probability of Default (PD), Loss Given Default (LGD), weighted average of Risk Weights (RW), Exposure At Default
(EAD) of On-balance sheet asset items (On_EAD), and EAD of Off-balance sheet asset items (Off_EAD) by obligor cate-
gory for Bank Exposures

Millions of Yen
2008
At March 31 PD LGD RW On_EAD Off_EAD
Ratings 1 — 4 - o 0.04% 46.29% 17.79% ¥ 779,672 ¥ 776,714
Ratings 5= 6 coeeessusssssisssssssssssssssisssnssasssssssssssssssissss 0.73% 46.55% 70.69% 27,637 43,183
TR 111555 7 ) oo e _ _ _ _ _
[R5 e L) comneoneemooooor oo eeepone e _ _ _ _ _
TTOLAL evverereerereerererrererseressenessesesesesesessssensesenessasesseses 0.07% 46.31% 20.09% ¥ 807,310 ¥ 819,897

Notes: 1 Specialized lending and purchased receivables are excluded.
2 As of Mar. 31, 2007 credits provided to affiliated companies are presented as part of “others,” but for this presentation the receivables have been reclassified under “other
assets” and thus are not presented here.

Millions of Yen
2007
At March 31 PD LGD RW On_EAD Off_EAD
Ratings 1 — 4 «eeeereesessesenssscssmsisistisi i 0.04% 45.49% 16.98% ¥ 833,621 ¥ 657,150
RALINgS 5 — 6 «rereeeesessessessssnssinsisistisi i 0.58% 47.14% 53.44% 51,851 31,010
RAtings 7 — 8 wveeeeseeesseesssemsesisieniinsiiieciecieis _ _ _ _ _
Ratings 8- — 10 «evsevseesseussmssisiisiiiiisisisiiisiaes — — — — —
Ohihams  00000000000000000000900900000060090AABEIOCOBALINNACATINOIEATLICO — _ 106.00% 21,705 1,803
Tl@ieal] covooooscooonooccmomooscanomo0canmso0Ean00000AEaEOB0N0EaE00caEE0000G) 0.07% 44.91% 20.18% ¥ 907,178 ¥ 689,964

Note: Specialized lending and purchased receivables are excluded. Others are credits provided to affiliated companies.

(4) The Probability of Default (PD), weighted average of Risk Weights (RW) and balance of Equity Exposures to which the
PD/LGD approach is applied by obligor category

Millions of Yen
2008
At March 31 PD RW Balance
Ratings 1l = 4% 00000000000600006600060960G090GERA0EAEAATNENANEA0TEAAINOAAAAAAOA0GINANAACAATNAOATNAATVBAATIEIAOAAAGIRAOB0OAATOT0 0.06% 108.34% Y 30’134
Ratings 5 — G tecererennnuniresssisieeassitetttttaaerentressssssssesttttttttaaereetresssssssssssttetetttaserensressssssssssttaaeee 0.32% 162.24% 84,926
Ratings e ) OO OO R K B O B KOO 9.40% 461.59% 136
RALNES 8- — 10 wrrerseeeseessersserseesse s 100.00% _ 19
etz cosoooocooa00000000000600000006ABENCEEAECOGEEACECNINACACININACICITEOEAANBDCOAANNNOCOAABINCOAANOOCOEACANOBBACIOT0OBACA00000GI00 0.28% 148.47% ¥ 115,216
Millions of Yen
2007
At March 31 PD RW Balance
Ratings 1l = 4% 06000000000600006600060060G0A0CERANEAEAAINENAOEANTNCAAINNAAAGAAAA0EIAANAACAATAAOATAOIBAATNOIIAAOSAA0GIRAOC00AITOTT 0.06% 109.13% ¥ 35,696
Ratings 5 — G +eceeerenunnnuressiiiieeassiittttttaaerentressssssasesttttttttaaereutresssssssasesttttetttaaerersresssssasssasttaaeee 0.67% 197.63% 93,003
Ratings £ OO OO KX O B XK KX KK 14.68% 524.97% 77
RALINES 8- — 10 wrrerseeeseesserssesseeis st 100.00% _ 99
etz cososoocooa00000000000660000006ABENNCEAAECOSEOACACININACECININAGIBITENEAANBNCOAANNNOCEABINOCAAAN0OC0EACANOBACI0T00ACA00000GI00 0.59% 173.16% ¥ 128,876
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(5) The Probability of Default (PD), Loss Given Default (LGD), weighted average of Risk Weights (RW), Exposure At Default
(EAD) of On-balance sheet asset items (On-EAD), EAD of Off-balance sheet asset items (Off-EAD), Undrawn
Commitment, and weighted average of Credit Conversion Factor (CCF) applied to Undrawn Commitment for Retail
Exposures by exposure pool

Millions of Yen
2008

e PD LGD RW On_EAD  Off EAD Cg};‘iﬁz‘gm CCF
Residential Mortgage

(CLLELELLL *+=t+"+"senntenentaasusansatensensasatentensasnsusarentensasens 0.34% 53.65% 31.13% ¥ 1,438,443 ¥ 101,906 ¥ 130 75%

OVELUE +++verevrrerrererercreasmercnransasessenenrensassencneneessosss 37.46% 53.65%  323.23% 5,977 64 _ _

Default 100.00% 48.74% — 5,702 92 — —
Qualifying Revolving Retail

CUITENT 1ottt ettt 1.46%  100.00% 53.88% 7,465 3,697 72,777 5%

Overdue - — — — — — — —

Dl coscossccosscsssosoomosmssosoaceaseassoasascanseaaaaEc0aE0a0000 — J— — J— . _ — -
Other Retail (consumer)

CUITENT 1ottt ettt ettt saenene 1.21% 53.20% 59.51% 113,761 2,690 11,059 7%

(CREHREIIE 200900000000090003090005056550000IEANICACABITINIAACANIOTIIITT0 27.59% 53.56% 141.92% 3317 173 349 17%

IDefault -eeeeeeeeeeeseeneeniaiieaionieaiasiissiosonnonnovmesrossesnasnee 100.00% 46.06% — 893 770 152 23%
Other Retail (commercial)

Current 0.36% 54.39% 34.28% 89,197 8,898 95 75%

Overdue 15.54% 54.39%  115.27% 783 89 — —

IDxeEawlliz cosooocamonscassnsosoocsnsacnsasasaeamanananacasaasea0oaassas 100.00% 49.85% — 1,328 577 — —
TTOTAl ++veveversersenuanuentetetenteneeneeuesteesestessessesensensensenes 1.11% 53.92% 34.38% ¥ 1,666,870 ¥ 118,961 ¥ 84,564 69%

Notes: 1 LGD estimates include EL default amounts for exposures in default.
2 “Overdue” denotes credits less than 3 months overdue.

(6) Losses in the Previous Period and Comparison of Losses in the Current Period with those in the Previous Period

Millions of Yen

2008 2007 Change in Actual
Year Ended March 31 Actual Credit Losses Writebacks Actual Credit Losses Writebacks Credit Losses
COrpOrate EXDOSULES «+ssssseerrreeessessesssnsssssssssseesessenees ¥ (2,175) ¥ (46,387) ¥ 36,681 ¥ (16,422) ¥ (38,857)
SOVereign EXPOSUIES «rrrvveesessssssssssssseessssssssssssssssssnnsnns (31) (32) 18 (353) (49)
[ SIS T CO I ———— _ _ _ _ _
Equity Exposures under —
the PD / LGD Approach «sssvseeeeeeseeesesssssssss _ _ _ _ _
Retail EXPOSULES ++eerversecersesserermenserenmenserenmisssersesseces 294 (733) _ _ _

Note: Of credit costs, only those that can be identified as stemming from specified asset classes are shown in the table.

Factor Analysis

Losses in fiscal year 2007 decreased ¥38.8 billion year on year, the main reason for which being the reversal of general allowances for loan losses made for
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(7) Estimated Credit Losses

Millions of Yen

Estimated Credit Losses Actual Credit Losses

COIPOTALE EXPOSUIES +++sesserersessesstsets ettt ¥ 141,375 ¥ (2,175)
SOVETEIGN EXPOSUIES «++ervsseeresssersssscsssserssississie st st sttt 686 (31)
Bank EXPOSUIES +-vveevrmeneeremtnn ettt 501 —
Equity Exposures under the PD / LGD Approach «sesswseessessesseisiissiusiiiisiiiiiiisiiisisnisisii s 418 —
Retail Exposures ................................................................................................................................................ 10,267 294

Notes: 1 Estimated credit losses are the average of estimates calculated as of March 31, 2007; September 30, 2007; and March 31, 2008. Estimated credit losses for retail exposures are
estimates calculated as of March 31, 2008.
2 Actual credit losses are the sum of losses for one year beginning from April 1, 2007.
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Credit Risk Mitigation Measures Non-consolidated

Exposures to which Credit Risk Mitigation Measures are Applied

Millions of Yen
2008
At March 31 Ehgg)})ellf::;?mal S{%l%lﬁlllag[ﬂiﬁ Guarantees Credit Derivatives
Portfolios to which the Standardized Approach is Applied ---- ¥ — ¥ — ¥ — ¥ —
Portfolios to which the IRB Approach is Applied «:-:-erereeeueicicieinnnncncs 1,149,722 140,097 135,242 40,000
COIPOrate EXPOSULES «+rovsseresssrsunsisimminisnssinnsisisssisissssisissssssisssssiossss 390,109 140,097 40,693 _
SOVEreign EXPOSUIES «+rrsssersssrerssssersssssssissisisssisisssissssisesssssssssssssnes 320 _ 89,186 _
Bank EXPOSULES «+vevenererrrrenestititniniiiiiiiiitti e 759,292 — 5,362 40,000
Residential Mortgage EXPOSUIES +rr-evveeeessssssssssesssssssenesssssnnssssesssee _ _ _ _
Qualifying Revolving Retail EXpOSULE «++ssseeeerrreereesessssssnssssssssessiness _ _ _ _
O R et S R O ————— _ _ _ _
Note: From March 31, 2008, the scope of credit risk mitigation measures has been enlarged.
Millions of Yen
2007
At March 31 Ehggilf:;i?aal e
Portfolios to which the Standardized Approach is Applied ................................................................................ ¥ 5,171 ¥ -
Portfolios to which the IRB Approach is Applied - o 998,123 40,000
COTPOTATE EXPOSUIES w++ovreersserssrusnssessiemsieisiisiiie ittt as st 175,684 40,000
Sovereign Exposures 32,889 —
Bank Exposures 789,549 =
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JUBWISOAU| 1IP8I) SessIen)
Jo snjes / ebesssiy 03D

Derivative Products and Long Settlement Transactions Non-consolidated
Derivative Products
Millions of Yen
At March 31 2008 2007
Aggregate Sum of Amounts of Gross Reconstruction Costs (limited only to those not below zero) «---eeeeeveeee ¥ 2,194,232 ¥ 647,400 >
Aggregate SUM of Gross Add-On AMOUNTS «-:-+seereeesessssereesssssssersiessesssseiiomsssssessiomsssssesssessssssesssossssssesseosssssss 1,161,422 789,606 %
Credit EQUIVALENTs (GOSs) «ersserrserssersssersssessieeis ettt ¥ 3,354,679 ¥ 1,437,006 %
Note: Credit equivalents are calculated with the current exposure approach. %?
o
Millions of Yen
At March 31 2008 2007
Foreign Exchange IREkiE] coocosssscooscacaoonmnacaomnmacanom0cam0DI00EaE000AABONENEABENNNNEAEAIEEACEADANAAICININACIOTEAAABNDNCOCAN0DCAGAN00C0GAN ¥ 633,232 ¥ 238,448
Interest Rate Related 2,720,403 1,198,449
(Ca8] TRl coceceescesmenccsoceneesn e R AR R R0 _ _ -
EQUItY REfated «+--vvvvveveeeeeeessssssssssmmmiisiee _ _ g
Precious Metals (Excluding Gold) Related - — — g
O Comminealitios TRalima] sooososmomommmmsosmmemmmemasmmmmmmseummmmsososesimumesas0somomRaaeamssOaauaaas0saaRIuIue5003 _ _ §
CLEAIt DIEIIVALIVES ++++rvvveeeeerrreesssrmneesssimteesssuteessisseessssuseessumeetesmseessssssesssmssesssmsseesssmsstesssmssseessnsneesssisseesssssneeens 1,044 108 é?
¥ 3,354,679 ¥ 1,437,006 g
(2,339,813) (680,134)
¥ 1,014,866 ¥ 756,871
¥ 1,014,866 ¥ 756,871
>
Millions of Yen é?
2008 2007 %
Providing of Purchase of Providing of Purchase of %
At March 31 Protection Protection Protection Protection ::D;
Notional Principal Amounts of Credit Derivatives 3
Subject to the Calculation of Credit Equivalents 3
Credit Default Swaps «--sevsseeesseemssimmeemmimmiiniiniiniineisnscinsenss ¥ 80,000 ¥ 40,000 ¥ 81,000 ¥ 40,000 5
FIF DR TS Ty _ _ _ _
Ehiasi=ia-De Gl Chiadhic IDiamaimias commomomomesmmomsommmommommasesemmmommmmmmmsss _ _ _ _
SaasidkioTDeEulk Craki Diafivaiines comsommsmomsomsommsmosmsommmmmmmmmmms _ _ _ _ o
<8
Millions of Yen
At March 31 2008 2007
Notional Principal Amounts used to Allow for the Effect of Credit Risk Mitigation Measures «:::e:seeeeeeeeeses ¥ 40,000 ¥ 40,000

dsiy

Long Settlement Transactions
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Securitization Exposures (Originator) Non-consolidated

(1) Outline of Securitization during fiscal year 2007, Type and Status of Underlying Assets

We conducted the following single securitization transaction as an originator during fiscal year 2007.

Date of Securitization: July 2007

Type of Underlying Assets: Mortgage Loans

Aggregate Sum of Underlying Assets: ¥30,202 million (at the time of securitization), ¥27,021 million (as of the end of March 2008)

Type of Transaction: Asset transfer-type securitization transaction

Rating Agency: Moody’s Investors Service, Inc.
Standards & Poors Rating Services (S&P)

Initial Issue Amount: Class A ¥ 3,000 million (Aaa/Moody’s, AAA/S&P)
Class B ¥ 23,570 million (A2/Moody’s, A/S&P)
Class C ¥ 3,330 million (no rating)
Subordinate Earnings Right ¥~ 302 million (no rating)

Date of Redemption: December 2036

We hold part of the exposures related to this securitization transaction, and quantitative data in (2)—(9) below include data related to

this securitization transaction.

(2) Amounts of Securitization Exposures Held and Breakdown of Underlying Assets by Type

Millions of Yen
2008
Aggregate Sum of Underlying Assets
Exposure Amounts Asset Transfer-Type Synthetic
Securitization Securitization

At March 31 Transaction Transaction
HI@UE5YE; (LIRS sooncorcsoomcorcocommomsncomcomsosommmmmscommmmsosont o Rssooas R o 0xsoneonsos ¥ 302 ¥ 27,021 ¥ 27,021 ¥y —
Credit Card Loans, Consumer LOans -+« -wsewesecssesemeusssmsmssssisssssessensins _ _ _ _
Auto Loans, Other Loans t0 Individuals «---sceeersecseccssesssersscrsscsaccnsesscsascs _ _ _ _
Crarmmnarel Reall Bsimie-Saaumed [LEams soomomommmomcmsmmmmmssomomommssmmmomomocs _ _ _ _
Loans and Bonds to COIPOrates. «-----sssssssssmmmsssssssssseesssssssssssssssssissoeee _ _ _ _
Claims on Lease Payments - ec-sssseeeesessseresessesessssssssssssssssssssssosssssssssssaes _ _ _ _
Accounts Receivable, Other Claims on Corporates «:«:+-eeseeseueususenenencecs — — — —
TOtAl <+treeceesummvennisnnssnasieasiincossvuuueonnsssssssssseasssasosessssoonssssssssassassssasosavsussoosssss ¥ 302 ¥ 27,021 ¥ 27,021 ¥ —

(8) Cumulative Total for Fiscal Year 2007 of Underlying Assets Overdue for Three Months or Longer or in Default Related
to Securitization Exposures Held, Cumulative Total of Losses for Fiscal Year 2007, and their Breakdowns by Type of
Underlying Assets

Millions of Yen
2008
Cu?&?::g‘%\z?&ﬂ:{oy%iﬁiymg Cumulative Total Losses for
Year Ended March 31 Months or Longer or in Default Fiscal Year 2007
T L) e ¥ 82 ¥ 49
Credit Card Loans, Consumer Loans - — —
Auto Loans, Other Loans to Individuals — —
Commercial Real Estate-Secured Loans — —
Loans and Bonds to Corporates — —
e Y _ —
Accounts Receivable) Other Claims on COl‘pOl‘a'[CS ............................................................. J— .
Total ¥ 82 ¥ 49
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(4) Balance and Amounts of Required Capital of Securitization Exposures Held by Risk-Weight Category

Millions of Yen
2008
At March 31 Balance Required Capital
Risk-Weight Category (IRB Approach) ¥ 302 ¥ 302
D00 OF LESS ++e+ereseseresesrsrerentassesesesesasaesesesesesessssesentatassesesesesasatstsssssesesssssasatatsssesesesessstntstsssesesesesassstnssesesesasa _ _ =
OVEL 20% ANA 100U OF LSS +++ssesesesereresesesesesrsrsatntsssesesesesssssstsssssesesesssesntsssssesesesesassstsssssesesesesasassnssasesesasas _ _
over 100% and less than 1,250%6 «-swrseveeseesmsemesiessamsnsisssnssessassissssssssssssssssssesssssssssssssssssessssssssssssssesssssanes _ _
Coajo¥izall IDEEIEHER  coneomomoorommonsomomsosomsmmoonansmmossoncoossonEorsse R e0R XA EET ST 302 302
Risk-Weight Category (Standardized Approach) «-rseeeesseeeerssssieseessssisssssssiessssssseses s _ _
D00 OF LESS ++e+eresereresesrsrerentassesesesesasstsesesesesesssssstatatsssesesesesasststsssssesesssssasatstsssesesesesasssntsssssesesesesascntnssesesesasas _ _
OVEr 2096 ANA 100U OF LSS +++essesesesreserereuesesesrsrsatntsesesesesesssssstsssesesesesesesntstsssesesesesasssssssssesesesesasasssesesesesasa _ _
over 100% and less than 1,250%6 «-ewrseversersrsemesiessamsnsinssessessssisssessssssssssssssssssesssssssssssssssssssssssssssssssssnsnes _ _
0 e ————— _ _
@izl coooocoscoamao0ca00000000000500000600000690000NCEEAEITOEALININACATINTOSAAIBICOCATINICABABEOSACABIEICAONBICICINAATIVICABITINIVIAIVVOGATICNCOGATIDICAGATOITOCAN ¥ 302 ¥ 302

(5) Amount Equivalent to the Increase in Capital Following Securitization and Breakdown by Type of Underlying Assets
Not applicable

(6) Amounts of Securitization Exposures by Type of Underlying Assets Deducted from Capital under Provisions of the
Notification Article 247

Millions of Yen
At March 31 2008
Housing Loans ¥ 302
@redit@ardlloans) @ onsimer oS e _ o
A OO A S (O Il AT N O I T L I S I S —————— —
Commercial Real FState-Secured LLOams «-«--te-ceeeereerterreessersuesstessestesseessesseesseessesstessesssessesssesseesseessesseessesssesstessesstessessseseessesssessess _
Lo @xm) FSeradhs (79 (COBOTIIES s XXX ERCXXTEEE _
Claims 0N Lease PAYMENTs «-+s-rsersreeserserssrssrsese s _
Accounts Receivable, Other Claims 0n COIPOTALES «s-rsswrssrrsrrsersserserseisiestett ettt —
TR I a— ¥ 302
(7) ltems by Type of Underlying Assets of Securitization Exposures with Early Redemption Clauses
Not applicable -

(8) Amounts of Losses/Gains on Sale in Association with Securitization Transactions Recognized during fiscal year 2007
and Breakdown by Type of Principal Underlying Assets

Millions of Yen

Year Ended March 31 2008 =3
T ¥ (30) é A
Ciradhi Coieal TLieires, (ClomaTITEr [LEEIT oscnsmoscoommsocommesomrssomoasorosareeemeaenraeme AR ER X7 _ %
L Leans, Odher Leams @ naheials 0mwooom0m0mm000000000000000000000000000000000000000000000690003000030000003000000003I0000CIAATAATI00I0UCAI0000 — =
Commercial Real Estate-Secured Loans - —

L5 a0 BONAS 10 COIPOIALES +--rerrrr111114111110swse _

@ LT YO T I e L T R i e B I R e B B il i BB _

Accounts Receivable, Other Claims 0n COIPOLALEs -+ seessssseessssseesssssemssssssemsssssiamsssssamsssstosssss s sess s sosssessesssssenssssssens _

TR I — ¥ (30)

(9) Amounts of Credit Risk-Weighted Assets Calculated with the Application of Transitional Measures with respect to
Securitization Exposures
Not applicable
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Securitization Exposures (Originator) Non-consolidated

(1) Outline of Securitization during fiscal year 2006, Type and Status of Underlying Assets

We conducted the following single securitization transaction as an originator during fiscal year 2006.

Date of Securitization:

Type of Underlying Assets:

December 2006

Commercial real estate-secured loan (real estate non-recourse loan)

Aggregate Sum of Underlying Assets: ¥20,000 million (at the time of securitization), ¥17,221 million (as of the end of March 2007)

Type of Transaction:
Rating Agency:

Initial Issue Amount:

Date of Redemption:

Asset transfer-type securitization transaction
Moody’s Investors Service, Inc.

Class A ¥11,900 million (Aaa)
Class B ¥ 5,000 million (Aa2)
Class C ¥ 2,600 million (A2)
ClassD ¥ 500 million (A3)

October 2013

We hold part of the exposures related to this securitization transaction, and quantitative data in (2)—(9) below include data related to

this securitization transaction.

(2) Amounts of Securitization Exposures Held and Breakdown of Underlying Assets by Type

Millions of Yen

2007
Aggregate Sum of Underlying Assets

Exposure Amounts Asset Transfer-Type Synthetic

Securitization Securitization
At March 31 Transaction Transaction
HoUSING LOANS +rvserssersserssenssesssseisiesiseeite it ¥ _ ¥ _ ¥ _ ¥ _
Credit Card Loans, Consumer Loans — — — —
Auto Loans, Other Loans to Individuals «---seseseeseeseemsemsemensecsecssenens _ _ _ _
Commercial Real Estate-Secured Loans «+«+eseseeseeeneinninninnnine 10,201 29,041 29,041 —
Loans and Bonds to COPOTates «ssssssssssssssssssssssssssssssssssssssssssssnnnns _ _ _ _
Claims on Lease Payments - s ecceessseceessssssessssseesssssssssssssesssssssessas _ _ _ _
Accounts Receivable, Other Claims on Corporates — — — —
TOtAl +oreeeeevvnvvennssnssasiianssiasosavuuusonsssssonasssasssstssssssssoessssssosasssasssssssvvonssoss ¥ 10,201 ¥ 29,041 ¥ 29,041 ¥ =

(8) Cumulative Total for Fiscal Year 2006 of Underlying Assets Overdue for Three Months or Longer or in Default Related
to Securitization Exposures Held, Cumulative Total of Losses for Fiscal Year 2006, and their Breakdowns by Type of

Underlying Assets.
Not applicable
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(4) Balance and Amounts of Required Capital of Securitization Exposures Held by Risk-Weight Category

Millions of Yen
2007
At March 31 Balance Required Capital
Risk—Weight Category (IRB Approach) ............................................................................................................ ¥ 10,201 ¥ 811
D00 OF LESS #++rvveerereeenreriureeiuteiitte ettt et e es e e eateeesaeesas e e saaeeebse e aa e e sas e e ea s e e bs e e eaa e e ba s e ba e e a e e e bt eabe e e ae e e aeesaaeeeaseeanee 1,335 22 E—
Vel 20% aNd 1000 OF LSS «+-veerverreerreeruemrtemerstereesueeuenstessestessesssesseesseesesseessesssesstesseessessesssesssesseessesseessesnne _ _
over 100% and less than 1,25000 ««ecceoerreeetimuietiimiiiiiiiieiiiiiieeiiiieeiitee ittt ettt essane 8,866 788
Capital DEdUCHON «+ervsersserssimserisrisitinimieisiisiis sttt s b aa s s s aass _ _
Risk-Weight Category (Standardized Approach) «--s-rseeesseressersiemiseriseiieei s _ _
D00 OF LESS #++rrveerereernreeimneeiuteeitte ittt et e eaeesateeesteesas e e saaeeebae e as e e eas e e easeebs e e eaa e e eaa s e ba e e ae e e aa e e abeeeae e e aeesaaeeenaeeeanee — —
OVer 20% aNd 1000 OF LSS «+-veerverreerreeruemrtemeestereesueetesseessestessessueeseesseesesseessessesseesseessessesssesssesseessesseessesnne _ _
over 100% and less than 1,25000 «-weeereererereeiriristsietetetiiitste ettt _ _
Capital DEdUCHON «ervsersserssimsrissrinsiiieimieisiisiiss ittt a bbb ansanss _ _
Ilia1za| cooooooccooo000600000000a000C00ABEOEEAEAEANGECNNAGIEINNNAGIBITEOAANNNOCOAAENNACOGANONCCEABONOCGEAEANONGAACC0DOBACI0T0NACOO0DCAGAC0DDCOGOD0DCOGIN00C0GA0D ¥ 10,201 ¥ 810

(5) Amount Equivalent to the Increase in Capital Following Securitization and Breakdown by Type of Underlying Assets
Not applicable

(6) Amounts of Securitization Exposures by Type of Underlying Assets Deducted from Capital under Provisions of the
Notification Article 247
Not applicable

(7) ltems by Type of Underlying Assets of Securitization Exposures with Early Redemption Clauses I
Not applicable

(8) Amounts of Losses/Gains on Sale in Association with Securitization Transactions Recognized during fiscal year 2006
and Breakdown by Type of Principal Underlying Assets
Not applicable

(9) Amounts of Credit Risk-Weighted Assets Calculated with the Application of Transitional Measures with respect to
Securitization Exposures
Not applicable
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Securitization Exposures (Investor) Non-consolidated

(1) Amounts of Securitization Exposures Held and Breakdown of Underlying Assets by Type

Millions of Yen
2008 2007

At March 31 Exposure Exposure

HHOUSINE LOANS +++ervvsseressserssssessssssssstssssstossstssssebeisse b s ba s ba b ba s LR bR bs s s bbbt ¥ 572,423 ¥ 609,005
Credit Card Loans, CONSUMEE LOANS ««++cseesssesssesscmsecssesssesscssstsassssssssesssisssesssssssssesssesssessstsssssssssesssisssesssssass 195,014 276,624
Auto Loans, Other Loans t0 INAIVIAUALS «-+cssrescrsstseccsstessersscssserseeseessessstrsstssstsscesstassessstsastsssessessscssstssetsestssecsss 23,047 44,884
Commercial Real Estate-Secured Loans - 100,294 109,384
Loans and Bonds to Corporates ....................................................................................................................... 453,609 522,215
Claims on Lease Payments ............................................................................................................................... 123,652 162,801
Accounts Receivable, Other Claims on Corporates - - 6,512 6,205
@izl coooooosoca000000000900000000000000000000909000BEEAEAONEALININABAINTHGACIVICAGATAINICABATLICACACITICACABILICAOGACACACOEICILACABIVVOGATINNKAGAIONAAIAVOTOCAN ¥ 1,474,554 ¥ 1,731,122

(2) Balance and Amounts of Required Capital of Securitization Exposures Held by Risk-Weight Category

Millions of Yen

2008 2007
At March 31 Balance Required Capital Balance Required Capital
Risk-Weight Category (IRB Approach) «:eeeeeeseeisniininiiinciiniiinnns ¥ 1,474,554 ¥ 50,562 ¥ 800,608 ¥ 43,468
DO OF LESS «++eververersererserersesensesenerseneasenessentssesesesenseneneeseneesenessenensenes 1,260,755 9,738 646,245 5,413
over 20% and 10096 OF Less ««-«vereerereesereesererseresseressereseesensssensesencasenes 163,426 8,734 109,700 5,924
over 100% and less than 1,250% «reeeeereerererersireiniseiesereresnsesaeienens 30,693 12,411 24,230 11,698
Capital D@ @R 000000000000000000000000050000aEACINNBICACIOBACIDICOBICICICABATICCOGAATLICT 19,678 19,678 20,431 20,431
Risk-Weight Category (Standardized Approach) «:eeeeeeeeneneccccnnnn — — 930,514 26,149
20% @ie [lasg covv0090e000000066000006093000900906060000066GAEA09099I0000TINCAAEAEAREAATTTITDTIT0 — — 714,400 11,430
over 20% and 100% Or less «++eeererrrrnnieaeaeaerieiiiiiiiiiiiiiieeeeeeeeeeeeennnn — — 216,114 14,719
over 100% and less than 1,250% ---- — — — —
Copphiell Dadligfion sz _ _ _ _
TTOEAL +vvrverevemereerermenentruerensenenseutesesenteueseeneseeee st ss s e e eneneene st en s e ne e enene e ¥ 1,474,554 ¥ 50,562 ¥ 1,731,122 ¥ 69,618

Note: From March 31, 2008, exposure for securitization exposures securitized by retail exposures is being presented using the IRB approach instead of the Standardized Approach.

(3) Amount of Securitization Exposures by Type of Underlying Assets Deducted from Capital under Provisions of the
Notification Article 247

Millions of Yen

At March 31 2008 2007

THOUSING OGNS ++ovvreevssersssessseenssommsesssesis ettt sttt bttt ¥ _ ¥ _
Credit Card Loans, Consumer Loans ««««eceeereeeessutieimiuiiiiiiiiiiiiiiiiiiitiiieeiiiee sttt ssnneesssnneeees 711 —
Auto Loans, Other Loans to INdividuals «++-s-esssessesesererrimsisiriititeiiiiiitstete et _ _
Commercial Real EState-Sectred LOams «-««--««-rt--eesreeesesssesstessesseesseesserseesstessesstessesseessesasessesseessestessesssessesssesnees _ _
Loans and Bonds to Corporates ....................................................................................................................... 18,967 20,431
Claims 0n Lease Payments « - -csseeesseeesseesssesssermssemmsiesiseiisietise ittt sttt st anens _ _
Accounts Receivable, Other Claims 0n COrpOFAtes s s sewsserussiosssiusiisinsivmmsiimiisinsiumiiissismnsiimssinsismnsiimssinsinssss _ _
Tl@izal] coooooosc0000000000000000000000000000000BIECCACABOINOEALININABALINCOBATIDICEBATIVICABATVIOGABIBICACABICICCAAACOTACABIOIICATIOVBHAITAVNCAAACIDICAAAIVOTOGAN ¥ 19,678 ¥ 20,431

(4) Amounts of Credit Risk-Weighted Assets Calculated with the Application of Transitional Measures with respect to
Securitization Exposures
Not applicable
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Market Risk Non-consolidated

(1) End of Period Value at Risk (VaR) and Maximum, Minimum and Mean VaR for the Period

* Market Risk in FY2007 ® Market Risk in FY2006

Banking Account Trading Account Banking Account Trading Account
As of Mar. 31, 2008 «:eseveneneeeess ¥ 80.0 billion ¥ 0.5 billion As of Mar. 31, 2007 «wseeeeeeseesnens ¥ 80.0 billion ¥ 0.4 billion
T S 102.9 billion 1.5 billion T e 109.5 billion il.66 il
Minimum eeoeeeeseeeseseneseeneees 75.6 billion 0.3 billion Minimum eeoeeeesesesessenesenennees 73.4 billion 0.3 billion
e 90.7 billion 0.7 billion Mean oo 92.9 billion 1.1 billion
(For the April, 2007 - March, 2008 Period) (For the April, 2006 - March, 2007 Period)

VaR Measurement Standards
Banking Account Confidence Interval: One-tailed 99% Time Horizon: 21 business days Observation Period: One Year
Trading Account Confidence Interval: One-tailed 99% Time Horizon: 1 business day Observation Period: One Year

(2) Results of Back Testing and Reasons for Large Deviations between Actual Losses and VaR
e Back Testing of the Trading Account

FY 2007 FY 2006
1.8 — . . 1.8 — . .
Profit/Loss and VaR Scatter Diagram Profit/Loss and VaR Scatter Diagram
1.5 —| 1.5 —
) . ]
S 12— S 12—
g g
o 09— S 09—
(7] (7]
g 0.6 — . 8 0.6 —
2 3
28 03 28 03
% a 1.5 1.8 % Q
S 0.0 S 0.0
3 5 Billi VaRf % 5
35 —03— (Billions of yen) 35_, —03
o o
S —06— . . S —06—
3 3
2 —09— . . 2 —0.9—
a . a
QL —1.2 — ° QL —1.2
3 3
—1.5— —1.5—
—1.8— —1.8 -

Note: As shown above, for the fiscal year 2007 back testing of the trading account shows two instances of losses in excess of VaR.
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Risk Management

Capital Subscriptions or Equity Exposures in the Banking Account Non-consolidated
Millions of Yen
2008 2007

At March 31 Book Value Market Value Book Value Market Value
Non-consolidated Book and Market Values *!

Listed Equity EXPOSUEES «rvsstesssresserussiomsminsinmnsiomsninsiomnsiimsnissiomssiinss ¥ 670,506 ¥ 670,506 ¥ 988,215 ¥ 988,215

Capital Subscriptions or Equity Exposures not included in

“Listed Equity EXposures” *2 cccusueeeussesussssumsssunsesiunesinsesiisisisssins 75,003 75,003 82,843 82,843

Amounts of Gains/Losses on Sale and Written-off Gains/Losses ~ Gains Losses Written-off ~ Gains/Losses  Gains Losses Written-off

of Capital Subscriptions or Equity Exposures *1? woeeeveeeiennneiccn 4,230 30,382 991 25,160 5,088 12,564 2,931 4,544

Amounts of Unrealized Gains/Losses Recognized in the
Non-consolidated Balance Sheets and not Recognized in the

Non-consolidated Statements of Income «:+:+-ererereueueicinnnniiccienens 191,568 506,509
Amounts of Unrealized Gains/Losses not Reported
in the Non-consolidated Balance Sheets and Statements of Income - Not applicable Not applicable

*1 Figures for Available-for-Sale Securities include only Japanese and foreign stocks. Figures for Mar. 31, 2007 however include only Japanese stocks.
*2 Foreign stocks listed on the Non-consolidated Balance Sheets totaled ¥4,044 million as of Mar. 31, 2007.
*3 Non-consolidated Statements of Income figures for gains/losses on stock holdings and related written-off.

Millions of Yen
At March 31 2008 2007
Amounts by Portfolio Category ...................................................................................................................... ¥ 811,559 ¥ 1,355,968
Outstanding T S | I — 644,786 1,184,958
Portfolios Adopting the Market-Based Approach ....................................................................................... 51,556 42,133
Portfolios Adopting the PD/LGD Approach « wsswessseeusssiusisrimsisimnissimnisiimmissimsssissssmssssisssismmsssimssssissses 115,216 128,876

Notes: 1 Amounts by portfolio category show exposures subject to the calculation of credit risk-weighted assets.
2 As of Mar. 31, 2007 share holdings in affiliates of ¥278,682 million are included in “Outstanding Shares Held” but from Mar. 31, 2008 this information is no longer being

included in the category.
Amounts Held in Funds Non-consolidated
Millions of Yen

At March 31 2008 2007

Aggregate Sum of Exposures 181k fim TRmmEls coooococcnoosscoooo000600000000000000560000BBEECACTTICOCAATIICAGANOTCECABEICOBABIICIBATIVICEAATIT ¥ 271,693 ¥ 503,841
Look—through Approach .............................................................................................................................. 132,076 242,418
Simple Majority BRI, c00000000000000000000000CEACEEININACCETNNNANIEINCOBIENNICAEAETNICAGIVINACAACANVCGEAEANTCTNACE00NCAAOOT00AAIOI00AGI00000GA00 56,861 66,780
IS Ene (Gt ) ey ) comooomoommomo0mmeao0ac0e0ea00a0a00ea00a000a003a00a000a00AA00a00Ga00a000a0Cea00AC0a00aA0a000a0000CCa000a00a0000 14,185 103,825
e Tt L L _ _
Probability Approach ................................................................................................................................... 63,601 78,152
OrihEm 2000000000000000000000000D9E0EABTTEEEEEEIEEEABITICAEAAAITABCACAIKACACINNEAAANINICAAANTDCOEAENATCCEABNOTCAARANOCCACIAODDNACIOODNBACIOIONGAA000C0GAND 4,969 12,665

Note: Exposures subject to the calculation of credit risk-weighted assets are shown.

Interest Rate Risk in the Banking Account Non-consolidated

Gains/Losses and Changes in Economic Value due to Interest Rate Shocks Under the Internal Control System Used by
the Parent Company

e Quitlier Ratio

2008 2007
At March 31
Ol Avmremn: eif ntrarag: IRaie [Rigk  000000000000000000000000000000000000060000000000000000000300060G00000CABA000ACICAVCEAAE0IEAABIILANATIOTON ¥ 139.5billion ¥ 108.4 billion
Outlier Ratio 7.5% 5.5%

Notes: 1 Our interest rate fluctuation scenario assumes an interest rate shock consisting of the Ist and 99th percentile of the fluctuation range measured for a one year time horizon and
a minimum observation period of five years.
2 Our risk measurement method uses the interest rate sensitivity approach. Core deposits are defined as the lowest of the following three items, as an upper limit, for the five-year
maturity (an average term of 2.5 years): 1) the lowest balance of deposits in the past five years, 2) the balance left after deducting the maximum annual outflow of deposits in
the past five years fgrom the current balance of deposits, or 3) the amount equivalent to 50% of the current balance of deposits.
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STB Basic Information

Description of Businesses

Wholesale and Retail Client Services Group/
Retail Financial Services Business

1. Business Outline

Sumitomo Trust’s Retail Financial Services Business aims at
being our retail customers’ main bank for asset management and
asset servicing by providing a broad array of financial products
ranging from banking products such as time deposits, foreign cur-
rency deposits and loans, and mutual funds and individual
annuities, as well as offering trust and property management servic-
es such as will trusts and estate settlement services.

By utilizing our expertise in areas such as pensions and real
estate, we provide a consulting business that places full emphasis
on satisfying all of our customers. With a highly professional and
knowledgeable staff, asset management advisors and financial con-
sultants, we provide wide-ranging services focusing on face-to-face
relationships. We also provide direct channels via the internet and

telephone for the convenience of customers.

2. Product and Service Outline

1. Mutual Funds

By taking advantage of our links with STB Asset Management
Co., Ltd., a mutual funds management company within the
Sumitomo Trust Group, the Retail Financial Services Business has
developed a rich variety of mutual funds products.

Our investment targets range from domestic and overseas
bonds and stocks to real estate investment trusts. They feature a ver-
satile lineup of investment styles including diversified investments
in global bonds and stocks and investments in special markets,
industry sectors and funds of funds, which invest in multiple invest-
ment trusts. In this way, we can offer the proper combination of

instrument to appropriately meet each customer’s specific needs.

e Monthly Dividend Funds (funds that pay out dividends
calculated on a monthly basis)

Sumitomo Trust is expanding its lineup of monthly dividend
funds, including the “Sumishin World Five Income Fund” (nick-
name: Five Income), which was launched in July 2007, the
“Sumishin Property Quadruple Fund” (nickname: Quadruple) in
monthly dividend payout package and the “Sumishin Monthly
Dividend Package Fund” (nickname: Dividend Family).

In June 2008 we launched the “Sumishin New Generation
Growth Fund” (both in monthly and annual dividend payout
packages; nickname: Future Fruit), which targets profit from glob-
al economic growth taking risk into consideration. The fund
focuses on opportunities created by global population growth;
dynamic global companies; future economic powers that continue
to achieve remarkable economic growth and commodities (energy

and grain), for which demand will grow in the future.

¢ SRI Fund

Sumitomo Trust’s Socially Responsible Investment (SRI) fund
“Sumishin SRI Japan Open Fund” (nickname: Good Company)
has reached the largest scale of net assets for any SRI fund in Japan.
Moreover, in April 2007, this fund received the Fund of the Year
award for excellence from the investment information service

Morningstar for the second successive year.

2. Deposits

In addition to the favorable interest rate time deposit product
“Good Select,” we have developed a lineup of distinctive deposit
instruments such as the pension-type time deposit “Kisetsu No
Tayori*,” which features interest compounded on a semi annual
basis and allows the customer to receive part of their principal plus
interest on a quarterly basis, and the time deposit “Wakuwaku
Select,” providing customers with product purchasing rights upon
the expiration of the deposit term.

In the area of foreign currency deposits, we offer products
including a foreign currency time deposit product that is available
in a choice of five currencies and features an attractive interest and
fee structure (nickname: Foreign Currency Revolution), as well as
offering foreign currency ordinary deposits.

* From one year after the deposit date, we repay a fixed amount together with the cor-
responding interest, every three months until half of the original deposited principal
has been paid out.

e Wakuwaku Select

“Wakuwaku Select” is a special agreement-attached time
deposit that provides the customer with the right to purchase JTB
Corp. products (Wakuwaku Plus) upon the expiration of the deposit
term using the principal and interest from the deposit. Naturally, the

customer can select to receive the entire amount of the maturity
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value of the time deposit in cash, or split between Wakuwaku Plus
and cash.

Wakuwaku Select received the Award of Distinction for the
Financial Services Division of the 2007 Nikkei Distinguished

Products and Services Awards for its superior product concept.

3. Asset Management-Type Packages
(mutual funds + time deposits)
In order to meet our customers’ total asset management needs,
we offer a choice of the following two types of “Asset
Management-Type Package” plans, which combine interest bear-

ing time deposits with mutual funds.

¢ Periodic Plan

This plan combines time deposits with mutual funds. After
the time deposit matures, we offer the opportunity for the cus-
tomer to invest additional capital in the mutual funds when

desired using the deposit funds on a periodic basis.

e Portfolio Plan
This plan combines the time deposit product “Good Select”
with mutual funds. A premium interest rate applies to the time

deposit, providing a profitable mid to long-term investment.

4. Private Banking

Beginning with providing a wide range of asset management
products including customized products and asset servicing prod-
ucts useful for asset preservation and inheritance such as the
composite asset servicing trust and business inheritance trust, we
are building a system that employs a full-time relationship manager
to respond to various needs such as asset management, real estate
utilization and asset inheritance.

We also provide non-financial services including guidance in
medical consulting services, appraisal of artwork and health sup-

port in partnership with specialist companies.

® Sumishin SMA
With the aim of attracting private banking customers, from
January 2007 we began handling the new discretionary investment

management service “Sumishin SMA” (Separately Managed

Account). This is an asset management service that employs our
most advanced management skills and accumulated know-how as

an institutional investor and offers them to individual customers.

5. Loans

We are responding to the demand for consultation on loans,
centered on housing loans, at 19 branch offices across Japan which
feature Housing Loan Centers, by means of a credit analysis system
that employs a scoring system. To meet customers’ needs in differ-
ent phases of life, we provide housing loans such as “Relay Plan
Flex,” consumer loans such as the discretionary “Housing Card
Loan,” home equity loans for customers with housing loans, and
our “Apartment Loan,” which provides capital for construction,
enlargement, renovation, or refinancing of lease-use apartments,
rental condominiums, etc. We also offer customers the TV tele-
phone consulting service “TV de Sodan” to receive housing loan

consultation in their own homes.

® Housing Loan “Relay Plan Flex”

Sumitomo Trust’s housing loan “Relay Plan Flex” is designed
for customers planning to construct or enlarge, or renovate their
home or to purchase land for constructing a home. “Relay Plan
Flex” offers a choice of free repayment and auto repayment services
under which customers have the option of arranging partial early

repayment by telephone or via the internet.

6. Will Trust and Estate Settlement Services

The rapid aging of the population has raised various social
issues in Japan, one of which is how to address diversifying asset
inheritance needs. Sumitomo Trust provides a will trust service in
which our professional staff including financial consultants handle
everything from consultation on will writing through storage and
execution. We also offer estate settlement services to give customers
appropriate advice concerning property succession and assist with
various procedures.

Moreover, we launched the asset succession planning product
“Estate Planning,” in February 2008, and we will further expand

our lineup of products going forward.

Further information about main product, please see page 189
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STB Basic Information

Description of Businesses

Wholesale and Retail Client Services Group/
Wholesale Financial Services Business

¢ Transactions Diagram for Group Businesses

glize of

rou|

Comgany Large Medium
e

Services

Business

Sumishin Matsushita Financial Services Co., Ltd.

Small Sole Proprietorship

1. Business Outline

Wholesale Financial Services Business covers a wide range of
customers from large to small and mid-size companies, to financial
institutions, to non-profit organizations, and to overseas financial
markets in a consolidated business structure. Based on the rich
functions and expertise gained through banking and trust opera-
tions, Sumitomo Trust provides solutions to each customer to aid
in raising corporate and asset value. In addition to providing stan-
dard corporate loans, making the most of trust and financial
intermediary functions, Sumitomo Trust is placing efforts in asset
management-type financial intermediary business by providing

customers with asset management products.

2. Product and Service Outline

In addition to making available conventional corporate loans
and deposit facilities, we also provide the following products and

services.

1. Asset Securitization Arrangements

Asset securitization arrangements are operations that involve
splitting off special assets such as monetary claims (loans, accounts
receivable, etc.) and real estate*' from their owners and creating
financial instruments based upon the revenue (cash flow) produced
by these assets, to raise funds from investors.

Asset securitization arrangement methods include (1) the
trust method (a method of entrusting assets and allowing

investors to obtain the rights to cash flows accruing from these

BUSINEXT CORPORATION

assets) and (2) the SPC*? method (a method by which assets are
transferred to a corporation such as an SPC and bonds are issued
that treat these assets as collateral). Sumitomo Trust was an early
pioneer of asset securitization arrangements. For example, we
developed accounts receivable trusts in 1991 and we have pro-
ceeded actively with the development of new products in order to
meet our customers’ needs using both of the above methods. As a
result, we currently hold a top class performance record among
domestic financial institutions in terms of both quality and quan-
tity and we also have secured a position as a major player in the
asset securitization field.

*1 Real estate-related securitization is provided by the Real Estate Division.
*2 SPC: Special Purpose Company.

2. Real Estate Non-Recourse Loans

A real estate non-recourse loan is a form of financing for pur-
chasing real estate in which real estate securitization* is carried out
and the assets are transferred to an SPC. The loan itself is repaid
exclusively from the cash flow originating from the real estate or
the proceeds on its sale. At Sumitomo Trust, we are actively pro-
moting real estate non-recourse loans in line with the increase in
our real estate securitization business.

* A type of asset securitization arrangement. The security is issued using the revenue
obtained from real estate, such as rent income, as its resource.

3. Syndicated Loans
A syndicated loan is a scheme by which an arranger, or lead
bank, organizes a syndicate consisting of several financial institu-

tions that jointly supply funds to the borrower under the same
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conditions. Sumitomo Trust is engaged in composing syndicated
loans in areas such as real estate non-recourse loans and buyout
finance. We are also developing the securitization of such credits

and developing credit loan market (secondary market).

4. Project Finance

Project finance, which employs the cash flow generated from
special projects as the repayment source and limits its collateral to
the relevant project’s assets, is used to raise funds for infrastructure
projects such as resource development and the building of power
stations, roads, etc. At Sumitomo Trust, we respond to the capital
needs of a wide variety of long-term projects in various fields like

wind power generation and other new energy businesses.

5. Buyout Finance

Buyout finance consists mainly of finance for the purpose of
providing acquisition capital when private equity funds seck to
acquire companies or their business groups. Sumitomo Trust
actively arranges buyout finance to meet clients’ needs, such as sell-
ing non-core business groups or subsidiaries in the course of

corporate business reorganization.

6. M&A Advisory

Sumitomo Trust has positioned M&A advisory activities
related to corporate mergers and acquisitions, capital alliances,
business transfers, etc., as an effective means for our corporate cus-
tomers to solve their management issues and improve their
corporate value, and we are actively engaged in these advisory
activities.

M&A advisory extends across a broad spectrum of industrial
sectors including food, manufacturing, distribution, finance and
service sectors. We handle many kinds of cases including business
reorganization and the sale of non-core businesses associated with
the restructuring of major corporations, business acquisitions con-
tributing to improving the value of core businesses, supporting
corporate revitalization as stipulated by the Civil Rehabilitation
Law and MBOs (Management Buyouts). Moreover, we provide a
total service package making use of our accumulated trust bank

know-how on everything from pensions to real estate.

7. Consulting for Corporate Customers

In order to contribute to improving the corporate value of our
corporate customers, we offer total package solutions that make use
of our banking, trust and real estate functions in the field of corpo-
rate consulting. Among major themes, we provide consultation in
respect of IPO and business succession measures, sweeping meas-
ures in relation to asset-impairment accounting, countermeasures

plans in respect of corporate acquisitions, corporate reorganization

and CSR.

8. Credit Investment

Credit investment comprises activities aimed at constructing a
portfolio made up of receivables and financial instruments such as
loans and traded securities, and pursuing a return while attempting
to control risk should the borrower or the financial instrument
issuer go into default (= credit risk).

Sumitomo Trust is carrying out active investment in Japan
and overseas using a variety of instruments centered on corporate
bonds, syndicated loans and a wide range of asset-backed securities.
In addition, we handle investment in domestic and foreign private

equity funds.

9. Stock Transfer Agency

As an agent of record for listed companies, our transfer agency
service system promptly and accurately processes large amounts of
clerical work such as transferring stock certificates, managing
stockholder lists, performing dividend calculations, purchasing odd
lots of stock and distributing general shareholders’ meeting-related
documents. As of the end of March 2008, we perform stock trans-
fer agency tasks for 1,191 companies (including 6 foreign
companies), and handling related clerical work for 8.28 million
shareholders. Moreover, by deploying expert legal affairs consult-
ants who have thorough knowledge of stock related matters at two
offices in Tokyo and Osaka, we are able to meet the needs of our
client companies with a comprehensive system for providing con-
sultation. This consultation includes how to respond to a
succession of revisions to the Commercial Code, various matters
related to corporate organization strategies, and developing defens-
es against hostile takeovers in keeping with the rise of interest in

this issue in recent years.
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STB Basic Information

Description of Businesses

Wholesale and Retail Client Services Group/
Real Estate Division

¢ Real Estate Division Business Model

Real Estate Transaction Services

Securitization, Cc

* Enhance our customer and business base through
strengthened cooperation with regional banks and developers

« Differentiation through consulting related to the construction
of commercial and distribution facilities

Real Estate Investment Management
(Private Real Estate Funds and Equity Investments)

\

Real Estate Infrastructure Services
(Real Estate Trusts, Appraisal Services)

e —

* Ensuring stable profit through the investment management business
(private real estate fund composition, supply to investors)

* In order to pursue investment profit for Sumitomo Trust itself,
make investment judgments faster and implement thorough monitoring

1. Business Outline

The Real Estate Division combines performance and know-
how that are unique to Sumitomo Trust, which has made real estate
a core business ever since its establishment over 80 years ago. By
drawing on this heritage and working in close cooperation with the
other groups and divisions as well as with external partners, the Real
Estate Division plays a key role within the Sumitomo Trust Group’s
business model, which benefits from the synergies created by the
combined operations of banking, trust and real estate. From the cur-
rent fiscal year, as the Real Estate Division of the Wholesale and
Retail Client Services Group, we will redouble our efforts to provide
services leveraging our banking and trust functions by further
strengthening our cooperation with the Wholesale and Retail
Financial Services Business.

The business operations of the Real Estate Division can be
roughly classified into the following three categories: (1) real estate
transactions (including brokerage, securitization and consulting), (2)
real estate investment management (including REIT [real estate
investment trusts] and private real estate fund investment), and (3)
real estate infrastructure services (including real estate trusts and
appraisal services). We will develop a host of business opportunities
by joining these three businesses together organically. Operated by a
large staff of professionals such as licensed real estate appraisers and
first-class architects, and personnel specializing in the real estate
business, the Real Estate Division will provide real estate related
total solutions in collaboration with our subsidiaries and affiliates
which have their own distinctive strengths, including Sumishin
Realty Company, Limited, STB Research Institute, Co., Ltd. and
STB Real Estate Investment Management, Co., Ltd.

Moreover, Sumitomo Trust has been actively pursuing new

businesses including real estate securitization since the early days of

* Improve competitiveness through rationalization
and streamlining of real estate trust services
* Management of compliance, fiduciary system

this market, beginning with a land trust established as Japan’s first
land trust fiduciary in 1984. The following are some of our more
notable recent activities: (1) the establishment of STB Real Estate
Investment Management as the Japanese commercial banking indus-
try’s first investment advisory company specializing in real estate
securitization (in November 2005), (2) the establishment of the
Eco-land-Fund as the industry’s first soil contamination improve-
ment fund (in December 2005), (3) the listing of Top REIT, Inc.
on the Tokyo Stock Exchange (in March 2006), (4) the business tie-
up with Hana Bank, one of South Korea’s four major banks (in
December 2006), and (5) the signing of business alliance contracts

with several other financial organizations.

2. Product and Service Outline

Real Estate Transaction Services
1. Real Estate Brokerage

In the commercial real estate brokerage business, we handle a
wide diversity of transactions ranging from office and condominium
sites to factories, distribution center sites, commercial facilities and
hotels by making use of our ample experience in this field and our
broad information network. Moreover, our subsidiary Sumishin
Realty offers housing brokerage for individual and brokerage for

small and medium-sized commercial properties.

2. Real Estate Securitization-related Business

Sumitomo Trust is a pioneer of the real estate securitization
business, which is characterized by the one-stop provision of the fol-
lowing real estate-securitization operations: (1) grasping of customer
needs, (2) evaluation of real estate properties, (3) arrangement, (4)
fund-raising for equity-tranche (investment of Sumitomo Trust’s

own funds and gathering of investors), (5) fund-raising for debt-
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¢ Real Estate Securitization Scheme and
the Role of Sumitomo Trust
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tranche (adjustment of terms of financing, etc.), and (6) real estate

management and operation after securitization.

3. Consulting on Effective Use of Real Estate and in
Construction

In the construction consulting business, Sumitomo Trust pro-
vides comprehensive consulting services concerning the functions and
quality of buildings and the architectural processes and costs at each
stage from planning through estimation, design, construction work
and completion in order to meet the needs of our customers (including
construction ordering parties and business proprietors). Also, in the
field of consulting concerning effective real estate utilization, we
employ development-type consulting beginning with construction
project plans for commercial and distribution facilities aimed at effec-

tive property use and extending to design and construction.

Real Estate Investment Management
1. Real Estate Investment Advisory Services

We are endeavoring to develop this business by providing real
estate investment information to investors as well as by creating and
offering real estate investment products that make full use of our real
estate-related information gathering power and judgement abilities.

STB Real Estate Investment Management, which was estab-
lished in November 2005, is an investment advisory company
specializing in real estate securitization. This company offered its
first private real estate fund composition and has begun fund man-
agement for institutional investors. The volume of entrusted assets
has increased steadily and the volume of outstanding assets under
management of this company is 206.9 billion yen as of March 2008.
It also provides investors with accurate investment advice, and has
also constructed a thorough asset management system.

In the real estate investment trusts J-REIT (Japanese Real Estate

Investment Trust) field, Top REIT, Inc. established jointly by Nippon
Steel City Produce, Inc., Oji Real Estate Co., Ltd. and Sumitomo
Trust, was listed in March 2006 and has made steady progress.

In the risk management area, we have established the Real
Estate Investment Planning Department and we are seeking out and
obtaining investment instruments (to expand the scale of our assets
under management), as well as starting up joint funds through vari-
ous alliances. While we do so, we are conducting risk analysis, risk
evaluation and monitoring with a view of further promoting the
construction of a risk management framework.

Furthermore, Sumitomo Trust is providing information and
investment advisory services to real estate investors by making optimum
use of the advantages offered by STB Research Institute — the Group’s
real estate think tank — and by utilizing this company’s analysis capa-
bilities with respect to real estate investment market trends as well as the

investment value and risk of real estate financial instruments.

Real Estate Infrastructure Services
1. Real Estate-related Trust Operations

In the real estate securitization market, the need for trust servic-
es is increasing exponentially. In response, we are working to
promote rationalization and improve the efficiency of our business
by means of a real estate total management system that centralizes
control over the information system and accounting system, and we
are strengthening our business structure through staff increases.

In addition, we are promoting measures in consideration of cus-
tomer demand based on a customer service questionnaire concerning
business service content and clerical work quality. As such a measure
we improved the real estate total management system (“SMART”)
and started offering services that enable corporate customers to have
access to accounting information on the internet since January 2008.

With regard to the existing long-term lease land trust business,
we are attempting to restructure this business in order to improve its
profitability. In addition, in certain cases we sell property in second-

ary market following consultations with the consignor.

2. Real Estate Appraisal Operations

In line with the Corporate Real Estate (CRE) strategies, manage-
ment integration, accounting system changes and real estate
securitization, the demand for real estate appraisal is becoming very
high. Sumitomo Trust is entrusted with a wide variety of appraisal proj-
ects from many private companies and public organizations, and is
highly praised as an authoritative appraisal organization. We are capable
of responding to a broad range of appraisal needs thanks to our large

staff of experienced real estate appraisers and assistant appraisers.
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STB Basic Information

Description of Businesses

Fiduciary Services Group

¢ Fiduciary Services Group Business Model

(System) Multi Plan
Defined Contribution
Pension Plans

Retirement Benefits System

Employees Pension
Fund System

Defined Benefit Corporate

Pension Plans

Qualified Pension System Cash Balance Plan

Thorough Consulting Functions From
Pension System Design to Operation & Management

‘ Support for Choosing an Optimum Plan or Product

(Management) Open Platform-Type Multi-Product Mix

I

| Product Composition Functions | Product PrOV|S|on Functions |

In-House Managed Prodt. Exl.;d).r%. Rl.cts

(Management) Securities Processing Functions Including Global Custody Service

Total Support

1. Business Outline

The Fiduciary Services Group is constructed from three busi-
nesses: the pension trust, the investment management business
and the securities processing services. The pension trust business
provides corporate customers with pension trust services in package
form, ranging from pension system-related consultation and actual
system planning and operation, to pension fund operation and
management and pension subscriber/beneficiary management and
benefit payments. The investment management business provides
corporate customers including domestic and overseas institutional
investors with advice about a wide variety of asset management
services and investments, and also performs product planning and
management of investment trusts that can be purchased by indi-
vidual investors. The securities processing services business
provides services: such as custody and settlement of domestic and
overseas securities. These characteristic services of Sumitomo Trust
make adept use of our high-level expertise concerning asset opera-
tions and asset management and are highly regarded by our
customers. As of the end of March 2008, the Fiduciary Services
Group had approximately 27 trillion yen in assets under manage-
ment, while the total volume of entrusted assets reached

approximately 77 trillion yen.

2. Product and Service Outline

Pension Trust Business
1. Pension Plan Designing

In the pension trust business, we provide system planning
consulting in the form of optimized plans that reflect management

strategy, as well as personnel and financial situations of corporate

customers, to help them introduce new corporate pension systems
or to modify existing systems. Moreover, in order to realize our
customers’ goals, we offer practical support concerning system
introduction and operation including labor-management consulta-
tion and negotiating with government and regulatory authorities.
In recent years, in addition to defined benefit corporate pen-
sion plans, customers are steadily adopting defined contribution
pension plans. In introducing defined contribution pension plans,
both support and thorough investment education for beneficiaries
is essential. To further strengthen our services in response to this
trend, we have improved our services to meet the needs of corpo-
rate customers and pension beneficiaries. We have improved
information provision service levels through an exclusive call center
and the internet. We also offer integrated life planning and money
planning seminars to beneficiaries, with a view not only of invest-
ment education when they subscribe to a defined contribution

pension plan, but also for planning their lives after retirement.

2. Asset Management

The pension asset management services provided by
Sumitomo Trust begin with consulting, in which we discuss with
the customer their objectives and the most appropriate course of
asset management. Through these consultations, we come to a
shared understanding of the assumed environment and risk factors
such as interest rate rises and stock price declines, following which
we offer asset management products in line with the customer’s
wishes. In addition, one of the features of our services is that they
are provided as optimized combinations of our rich product offer-
ing including both in-house developed products and products
available from other financial institutions.

Our asset management goals are to improve portfolio per-
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formance and reduce risk not only through traditional stock and
bond choices but also through aggressive investment in new invest-
ment choice such as alternative investments (hedge funds, managed

futures, private equity, real estate securitization products, etc.).

3. Management of Subscribers and Beneficiaries
Through Japan Pension Operation Service, Ltd., a company
we established in December 2004 together with Mizuho Trust and
Banking, Co., Ltd., we perform services such as corporate pension
plan administration, subscriber and beneficiary record-keeping
administration and allowance payments. By combining the human
resources and know-how of Sumitomo Trust and Mizuho Trust,
we deliver a high level of service promptly and efficiently using a
state-of-the-art system complemented by a thorough risk manage-

ment system.

4. Others

In addition to our corporate pension plans, we provide a vari-
ety of retirement benefit services including various liability
assessment services based on retirement benefit accounting stan-

dards and the handling of retirement benefit trusts.

Investment Management Business

Sumitomo Trust’s investment management business manages
entrusted assets and offers an investment advisory service for
domestic and overseas corporate and individual customers. In par-
ticular, we focus on providing corporate customers with pension
trusts and other asset management services. For individual cus-
tomers, we provide products centered on mutual funds managed
by our subsidiary, STB Asset Management, Co., Ltd. and provided
by branch offices of Sumitomo Trust and the Post Office.

Our asset management products, managed by our fund man-
agers, have obtained high evaluations from customers and even
specialized agencies such as asset management consulting compa-
nies. This rich lineup supports the strength of our pension trust
business together with consulting strengths, which allows us to suc-
cinctly grasp our customers’ asset management needs. Moreover,
by making use of the advantages of our position as a leading
domestic asset management organization, we carefully select high-
quality products available from other financial institutions, such as
real estate funds or hedge funds, and provide them in combination
with our own products. This is another distinctive feature of

Sumitomo Trust.

Securities Processing Services Business

The securities processing services business safely stores securi-
ties in which our customers have invested, and also provides a wide
range of services related to securities processing, such as trading set-
tlement, interest and dividend collection, producing customer-use
reports on the custody and storage situation of securities and secu-
rities lending. Many of our securities custody services are provided
through Japan Trustee Services Bank, Ltd. (JTSB), which is a joint
venture by Sumitomo Trust, Resona Bank, Ltd., and Chuo Mitsui
Trust Holdings, Inc. A trust bank specializing in securities process-
ing services, JTSB has consolidated the assets of its three parent
companies and is today providing efficient high-quality services
while maintaining an entrusted assets base of approximately 300
trillion yen as of the end of March 2008.

Also, through our overseas subsidiaries in the United States
and Luxembourg, we have developed the global custody service,
which provides centralized securities custody services for institu-
tional investors and other customers, concerning securities
investment spanning multiple markets including North America,
South America, Europe, Asia and Oceania. Moreover, our highly
detailed Japanese-language service, which allows Japanese investors
to perform overseas security investment smoothly, is enjoying a

favorable customer response.
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STB Basic Information

Description of Businesses

Global Markets Group

¢ Global Markets Group Business Model

Global Markets Group
Financial Risk Control

I Pursuing Absolute Returns through Proprietary Investments I

Market-making Operations
Market Making for Interest Rate and Foreign Exchange Products

Investment
Business

Customer

Business

Marketing Functions
Structuring and Sales of Market-based Financial Products

Management and Settlement Functions

1. Business Outline

The business operations of Global Markets Group are broadly
divided into the investment business, customer business, and
administrative functions.

The investment business consists of (1) financial operations,
which control the financial risks held by Sumitomo Trust, and (2)
proprietary investment activities, which are aimed at obtaining rev-
enue through investment on our own account. The customer
business includes (3) market-making operations, which involve
performing and acting as an agent for a variety of market-trading
services relating to foreign exchange and interest rates for both
individual and corporate customers, and (4) marketing functions,
including composition, sales and consulting concerning market-

based financial instruments.

2. Product and Service Outline

Investment Business
1. Financial Operations

Constantly changing financial markets influence Sumitomo
Trust’s balance sheet and financial operations contribute to manag-
ing these market risks properly and thereby securing stable earnings
from a Group-wide standpoint. Specifically, we are performing
market environment analysis, risk measurement and hedging oper-

ations in order to control our risks.

2. Investment Operations

These operations view changes in financial markets as positive
earnings opportunities and respond to these changes through
investment on our own account in a wide variety of assets includ-

ing bonds, stocks, credit, real estate and commodities. Our aim is
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to maximize our profit while diversifying risk by appropriately
combining the three factors of choices of investment assets (risk),

investment period and investment technology.

Customer Business
1. Market-making Operations

In these operations, we make full use of the financial technology
and market-making abilities we have accumulated as a leading player
in the financial markets, and we perform and act as an agent for a vari-
ety of market-making and brokerage activities relating to foreign
exchange and interest rates that meet our customers’ needs. Our mar-
ket-making operations are the base of a variety of financial instruments
developed by Sumitomo Trust. As such, the operation plays the role of

a sort of “production department” for financial instruments.

2. Marketing Functions

By making full use of our financial technology and market-
making abilities in close cooperation with the Wholesale and Retail
Client Services Group, we offer financial instruments that match
individual and corporate client needs in a timely fashion and at an
appropriate price.

For corporate customers, we also provide risk consulting by
making use of the technology we have accumulated in the course of
in-house risk management. We measure interest rate and foreign
currency risks that corporations are exposed to, and we perform
services including financial and asset management strategy planning

and providing actual instruments in order to control these risks.

Administrative Functions
Global Markets Group serves a role providing management
and settlement functions for not only in-house business but also

for through its investment business and customer business.
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STB Basic Information

Additional Explanation

Names of Products and Services

Sumishin** World Five income Fund
(Nickname: Five Income)

Through investments in investment trusts, Five Income
invests in five appealing global asset classes. The basic asset alloca-
tion policy is 30% in high-rated, high-interest rate bonds from
developed countries; 20% in local currency sovereign bonds from
emerging countries; 20% in high dividend yield stocks from devel-
oped countries; 20% in high dividend yield stocks from Japan; and
10% in overseas REITs.

*1 Sumishin: short for Sumitomo Shintaku, or Sumitomo Trust in English.

Sumishin Property Quadruple Fund
(Nickname: Quadruple)

Quadruple is a fund of funds with the net asset value recalcu-
lated on a monthly basis which makes diversified investments in
domestic bonds, stocks, real-estate investment trust securities (J-
REIT) and foreign assets, through investments in mutual funds.
We gave it the nickname “Quadruple” because it involves invest-

ment in four types of assets.

Sumishin Monthly Dividend Package Fund
(Nickname: Dividend Family)

Dividend Family is a fund of funds with the net asset value
recalculated on a monthly basis which makes diversified invest-
ments in foreign bonds and domestic and foreign stocks, through
investments in mutual funds. We gave it the nickname “Family”

because it merges seven popular types of funds into one package.

Sumishin Next Generation Growth Fund
(Nickname: Future Fruit)

Future Fruit aims to reap the fruits of global economic growth
by spreading investments in equities, bonds and products that
track the commodities markets globally. This focus is on further

increasing growth in the future value of entrusted assets.

Sumishin SRI Japan Open Fund
(Nickname: Good Company)

Good Company is a mutual fund which makes investments in
the stocks of Japanese companies that are working hard to fulfill
their CSR. We conduct a multifaceted evaluation of CSR in terms
of the four evaluation criteria of legal responsibility, social respon-

sibility, environmental responsibility and economic responsibility.

Good Select

Good Select is a time deposit product which allows depositors
to choose the interest rate type (floating or fixed) and the deposit
term (two, three, or five years). We are able to offer a competitive
interest rate because, as a rule, cancellations before maturity are not
permitted. For the floating rate type the interest rate is the bench-
mark interest rate with a premium reset every six months and for
the fixed rate type it is a competitive interest rate higher than that
for Sumitomo Trust’s Super Time Deposit product for a given

deposit term.

Kisetsu No Tayori

Kisetsu No Tayori is a time deposit product which allows
depositors to draw down a fixed amount of the initial principal once
every three months* until it reaches half of the principal. With prin-
cipal guarantee and half yearly compound interest the product offers
a sense of security and the periodic payments offer convenience.
Thus, depositors can use it as a supplement to their pension.

“Kisetsu” means “season” and “tayori” refers to “news” and
“tidings.” We gave this product the name Kisetsu No Tayori to
liken the ability of the depositor to receive payouts four times a
year with “news of the arrival of the four seasons.”

*2 Applicable from one year after the initial deposit.

Wakuwaku Select

Wakuwaku Select is a special agreement-attached time deposit
that provides the customer with the right to purchase JTB Corp.*
products using a gift card called Wakuwaku Plus upon expiration of
the deposit term using the principle and interest from the deposit.
The customer can select to receive the entire amount of the maturi-
ty value in cash, or split it between Wakuwaku Plus and cash.

“Wakuwaku” is a Japanese word describing the feeling of
anticipation of a fun thing happening. We gave this product the
name Wakuwaku Select because we want depositors to spend the
time until maturity in a state of wakuwaku, making plans for their
next vacation.

*3 JTB: a major travel agency in Japan.
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STB Basic Information

Additional Explanation

Foreign Currency Revolution (“Gaika kakumei”)

Foreign Currency Revolution is a foreign currency time
deposit which allows depositors to choose from five foreign curren-
cies. We gave it this name because it has revolutionary features. For
example, through the internet depositors can access the foreign

exchange market 24 hours a day (in principle) in real time.

Asset Management-Type Packages

Asset Management-Type Packages are mutual fund-time
deposit package products available for customers investing in
mutual funds designated by Sumitomo Trust. Additional interest is
added to the time deposit portion, calculated on the purchase value
of the mutual funds*. We offer two plan types of these packages:
periodic plan and portfolio plan.

*4 Upper limit of 30 million yen.

Housing Card Loan

Housing Card Loan is a loan service for customers who have
taken out a Sumitomo Trust housing loan. It allows borrowers to
effectively utilize their property value by establishing a revolving
credit line on the property which enables them to freely borrow

funds from ATMs at any time.

Apartment Loan

Apartment Loan provides capital for construction, extension,
rebuilding, or refinancing for rental apartments, rental condomini-
ums, etc. for effective utilization of land. It can also be used to

provide capital for the purchase of real estate for investment.

TV de Sodan

TV de Sodan* is the service enabling customers who cannot
get to one of our branches easily to consult with us regarding hous-
ing loans in their own homes. They can use their personal
computer and the internet to receive free consultations via video
and audio.

*5 TV de Sodan: “consultation via TV” in English.

Relay Plan Flex

Relay Plan Flex is one of Sumitomo Trust’s housing loan
products. It offers the flexibility of advance repayment and a choice
of interest rates. For example, borrowers can make partial advance
repayments and have surplus funds automatically used for repay-

ment via the internet or by telephone.

Estate Planning

Through detailed analysis of customers’ assets to assess current
conditions and for asset succession, this service offers support in
approaches to asset succession and in forming specific asset succes-

sion plans.

Overseas Credit Investment related Terms

Securities backed by securitized assets
Structured product backed by other securitized assets; referred

to as “securities backed by securitized assets.”

Equity type security
Most subordinated tranche (i.e. “equity”) in terms of interest

and principal payments in a securitized asset scheme.

CDO Mezzanine
Portion of securitized portfolio of corporate loans and bonds

rated A or BBB at time of issuance.

Synthetic CDO
Structured product backed by credit derivatives on a compa-

ny’s credit risk.

ABS-CDO
A category of resecuritization product, backed by other asset-

backed securities.

CLO Equity
Most subordinated tranche in a securitized asset product backed

by corporate loans.

SIV Capital note
Equity portion of a structured product issued by a special invest-

ment vehicle (SIV) that mainly invests in securitized assets and bonds.

CLO Warehousing loan
A short-term bridge loan to a CLO issuing body for the pur-

chase of assets needed to complete a pool for securitization.
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Notes on Mutual Funds and Other Products

The following note is required by the FIEL that was enforced in September 2007.

Mutual funds carry various fees at purchase and at other times

° Load: varies according to the amount of purchase, a
maximum of 3.15% (3.0% before tax) of the
price on the date of purchase.

o Redemption fee: none

° Redemption processing fee: a maximum of 0.1% of the price on the date of

purchase, and a maximum of 0.5% of the value

at redemption.

a maximum of 2.1% (2.0% before tax) per

annum of the net asset amount held in the fund.

overhead expenses charged to net asset amount

such as brokerage fees and taxes related to trans-

actions, fees required for futures & option trades,

custody fees, audit fees (including consumption

tax where required), and other expenses.

*For details, please read the prospectus for each mutual fund.

o Trust fee:

o Other fees:

Mutual funds risks

Mutual funds are mainly invested in domestic and overseas equities and fixed
income securities, real estate investment trusts, etc., either directly or through
investment trust securities. The net asset values (NAVs) of mutual funds fluc-
tuate depending on the price movements of their component equities, fixed
income securities, real estate investment trusts, etc., and of fluctuations in
exchange rates, among other factors. It is therefore possible that the NAVs will

fall below principal value.

Other important notices

*Mutual funds involve risk. Performance varies due to the market environ-
ment. The NAV is influenced by fluctuations in the prices of component
securities, and, in cases where foreign-currency denominated assets are compo-
nents, also by fluctuations in exchange rates. As such there is no guarantee of
principal preservation. ®*When a purchase application is submitted, Sumitomo
Trust provides a prospectus for the fund. We ask investors to read the prospec-
tus and make an independent investment judgment. *The risk of loss of
principal is borne by investors. ®Mutual funds are not deposits, so they are not
covered by the Japanese Deposit Insurance System. *The mutual funds handled
by Sumitomo Trust are not covered by any investor protection fund.
*Sumitomo Trust acts as a sales agent for accepting applications, while a man-
agement company manages the funds. *This Report was produced by
Sumitomo Trust and is not a disclosure document as stipulated in the
Financial Instruments and Exchange Law.

Information concerning the sales company

© Trade name: The Sumitomo Trust and Banking Company,
Limited; Financial Institution Registered (No. 5)
with the Director General of the Kinki Finance
Bureau

o Association memberships: Japan Securities Dealers Association (JSDA)
Japan Securities Investment Advisors Association
(JSIAA)
The Financial Futures Association of Japan (FFAJ)

Handling fees for special donation trusts

°© During the profit calculation period, the trustee (Sumitomo Trust) will
deduct an amount equivalent to 15/1,000ths of the principal per annum (or
8/1,000ths of the principal in the case that the investment is in government
bonds) from the trust assets as a trust fee, in addition to an amount equiva-
lent to consumption tax and local consumption tax payable in accordance
with this trust fee. However, if the investment is made in the form of a desig-
nated money-in-trust beneficiary right (joint trust general account), for which
Sumitomo Trust is the trustee, or of a deposit with Sumitomo Trust, no trust
fee will be deducted. Any trust fees, expenses, taxes, and public dues will be
defrayed from the trust assets.

Risks involved in special donation trusts

o In the case that assets entrusted as special donation trusts are invested in gov-
ernment bonds, local authority bonds, corporate bonds, or bonds issued by
organizations as stipulated under special legislation, as the prices of these
bonds are subject to fluctuation due to changes in interest rates, when a por-
tion of these bonds are sold before maturity in order to provide beneficiaries
with payments from the trust, there is a possibility that a loss of principal will

occur. Moreover, there is a possibility that a loss of principal will occur due to
deterioration in the credit status of the issuers of the bonds.

o If the investment is in the form of a designated money-in-trust beneficiary
right (joint trust general account), there is a possibility that a loss of principal
will occur in the event of the bankruptcy of the trustee. Similarly, if the
investment is in the form of deposits or savings, there is a possibility that a
loss of principal will occur in the event of the bankruptcy of the financial
institution in which the deposits or savings are deposited or invested.

Other important notices

o Special donation trusts are performance-based products, thus any risks of a
decline in the value of assets is borne by the customer.

© Fiduciary contracts pertaining to special donation trusts cannot be cancelled or
terminated except in cases of reasons that are stipulated in the trust contract.

Company outline
© Business name: The Sumitomo Trust and Banking Company, Limited

° Address: 5-33 Kitahama 4-chome, Chuo-ku, Osaka-shi 540-8639, Japan

Notes on Foreign Currency Deposits* (as of April 1, 2008)
Because foreign currency deposits are financial instruments that entail risk of
fluctuations in the principal, we advise you to transact in appropriate amounts
over appropriate periods according to your understanding of the mechanisms
and risks of foreign currency deposit instruments, as well as your experience in
financial instrument investment, asset situation, and purpose in making foreign
currency deposits.

(1) When exchanging yen for a foreign currency (deposit) or exchanging a for-
eign currency for yen (redemption) either over the counter or via a
telephone service, an exchange handling fee will be charged (0.5 yen one
way/1.0 yen both ways per U.S. dollar; 0.75 yen one way/1.5 yen both
ways per curo; 1.0 yen one way/2.0 yen both ways per Australian dollar;
New Zealand dollar or UK. pound; for exchange handling charges when
using internet bank services, please refer to the explanation for each instru-
ment, as described in (8) below).

(2) In the case that redemption is accompanied by a foreign currency transfer, a
money transfer handling fee will be charged (maximum amount: 5,000 yen
per transaction (consumption tax is not charged)) in addition to the cost of
the transfer. Other charges may also apply.

(3) The total amount to be borne by you comprises the amounts described in
(1) and (2) above.

(4) In foreign currency deposits, because foreign exchange losses can occur due
to fluctuations in foreign exchange rates, there is a possibility that the yen
value of the investment at the time of redemption will fall below its value at
the time of deposit, resulting in a loss of principal. Moreover, because for-
eign exchange handling charges are charged both ways (as described above),
even in cases where there is no fluctuation in foreign exchange rates, the yen
value of the investment at the time of redemption may fall below its value
at the time of deposit.

(5) In principle, foreign currency deposits referred to as “Gaika Kakumei”
(Foreign Currency Revolution) cannot be redeemed before maturity. In the
case that a Gaika Kakumei contract is redeemed before maturity due to neces-
sity, a charge based on a predetermined calculation method will be applied.

(6) Foreign currency deposits are not covered by the deposit insurance system.

(7) Foreign currency deposits cannot be deposited or redeemed in the form of
foreign currency cash, checks, or traveler’s checks.

(8) For more information, please refer to the explanations for each instrument,
which are available at branches of Sumitomo Trust and on the company’s
website (Japanese only).

(*) Foreign currency ordinary deposit (retail customer use), and foreign currency time deposit (Nickname:

Gaika Kakumei). Both of these instruments are targeted at retail customers resident in Japan.

© Gaika Kakumei is a fixed interest rate deposit product while foreign currency
ordinary deposits are variable interest rate products.

o Before opening a foreign currency ordinary deposit (account type varies by
foreign currency) or buying a Gaika Kakumei product, please carefully read
the prospectus, which is available at a Sumitomo Trust branch or on the
company’s website (Japanese only).

© Please see a Sumitomo Trust branch or call the Sumitomo Trust Information
Desk (tel: 81-120-897-117, available 24 hours a day year round) for further

information.
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STB Basic Information

Principal Subsidiaries and Affiliates

The Sumitomo Trust Group consists of Sumitomo Trust, 38 consolidated subsidiaries and 7 equi-
ty method affiliates (As of June 30, 2008). The Sumitomo Trust Group provides a wide spectrum of

financial services with trust banking at its core.

RETAIL FINANCIAL SERVICES BUSINESS

Sumishin Card Company, Limited (Credit cards — Consolidated subsidiary)

[Scope of Business]

Established in 1983 as a credit card company of the Sumitomo
Trust Group, Sumishin Card Company, Limited is a member of
the VJ Group (formerly, the Visa Japan Group), and has approxi-
mately 150,000 cardholders (as of March 2008). Sumishin Card
offers high added value credit services such as the Sumishin VISA
Point Club, a cooperative promotion with Sumitomo Trust intro-
duced in November 2005 through which cardholders can
accumulate points through transactions with Sumitomo Trust, and
the Sumishin VISA Platinum Card introduced in October 2007.
This company is also taking active steps to expand its financial

operations through the introduction of products such as new
revolving payment services as well as purpose-free loans and stock
option loans.

[Strategic Role in the Group]

Sumishin Card provides credit cards and various unsecured
loans to retail customers of Sumitomo Trust. In its mainstay credit
card operations, this company works closely with Sumitomo
Trust’s Retail Financial Services Business to expand the Group’s
retail operations base centering on the Sumishin VISA Point Club.

Sumishin Guaranty Company Limited (Loan guaranty operations — Consolidated subsidiary)

[Scope of Business]

Sumishin Guaranty Company Limited was established in
1977 to conduct guaranty operations for Sumitomo Trust’s
retail loans. It provides guaranty services to customers using
loans for individuals, such as Sumitomo Trust’s housing loans
and card loans.

[Strategic Role in the Group]

The principal operations of Sumishin Guaranty are housing
loan guaranty services for customers using Sumitomo Trust’s hous-
ing loans. In step with the expansion of Sumitomo Trust’s housing
loan operations, this company’s loan guaranty balance has been fol-
lowing a rising trend, with the balance of housing loan guaranties

reaching 1,438.4 billion yen as of the end of March 2008.

STB Wealth Partners Co., Limited (Consulting operations for wealthy individuals — Consolidated subsidiary)

[Scope of Business]

STB Wealth Partners Co., Limited commenced operations
in 2005 as a consulting company for Sumitomo Trust’s wealthy
retail customers. It provides this customer segment with wide-
ranging consulting on inheritance and business succession
matters and asset valuation services.

[Strategic Role in the Group]

Sumitomo Trust collaborates with STB Wealth Partners to
provide highly professional private banking services to wealthy
clients.
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WHOLESALE FINANCIAL SERVICES BUSINESS

STB Leasing Co., Ltd. (Leasing — Consolidated subsidiary)

[Scope of Business]

In addition to general finance leasing, STB Leasing Co., Ltd.
offers products tailored to the needs of customers including the lig-
uidation of lease charge securities and operating leasing.

STB Leasing & Financial Group Co., Ltd., a whole subsidiary
of Sumitomo Trust, was established in March 2008 as a holding
company of STB Leasing Co., Ltd. and Sumishin Matsushita
Financial Services Co., Ltd. This company provides new financial
services as a leasing company of the Sumitomo Trust Group.

Sumishin Matsushita Financial Services Co., Ltd.

[Strategic Role in the Group]

STB Leasing plays an active role in enhancing the Sumitomo
Trust Group’s capacity to offer solutions that address the increas-
ingly diverse financial needs of our corporate customers. This
company provides leasing solutions by further strengthening its
collaborative marketing efforts with Sumitomo Trust.

(Leasing, installment finance, credit cards and finance, trust-related operations — Consolidated subsidiary)

[Scope of Business]

Upon the capital participation of Sumitomo Trust, Sumishin
Matsushita Financial Services Co., Ltd. became a joint venture company
of Sumitomo Trust and Matsushita Electric Industrial Co., Ltd. in April
2005. This company integrates the diverse know-how of the former
Matsushita Leasing & Credit Co., Ltd. in leasing services for manufac-
turers and credit operations with the financing and trust expertise of
Sumitomo Trust and the leasing know-how of STB Leasing to provide

its customers with comprehensive financial solutions.

[Strategic Role in the Group]

Sumishin Matsushita Financial Services aims to maximize syn-
ergies by leveraging Sumitomo Trust’s expertise in operating leases,
factoring (purchasing of receivables), and will trust and estate set-
tlement agency services as well as by utilizing the customer bases of
both companies using such methods as mutually introducing prod-
ucts to customers. Through this cooperative approach, it plans to
provide various solutions in a variety of areas including housing

loan related operations.

First Credit Corporation (Real estate-secured loans — Consolidated subsidiary)

[Scope of Business]

First Credit Corporation specializes in real estate-secured loans.
It meets the financing needs of individual and corporate customers
by performing accurate valuations of real estate used as collateral.

[Strategic Role in the Group]

First Credit plays an active role in Sumitomo Trust’s compre-
hensive real estate business by utilizing the synergistic effects
generated through Sumitomo Trust’s expertise in brokerage and
financing of large-scale real estate projects and First Credit’s own
strengths in financing small and medium-sized projects.

Life Housing Loan, Ltd. (Housing loans — Consolidated subsidiary)

[Scope of Business]

Life Housing Loan, Ltd. is a housing loan specialist company
with strengths that include introduction routes from a wide variety
of contacts within the real estate business and a consultation-type
credit analysis model encompassing detailed interviews with clients.
Under a management policy of “answering a wide variety of needs
for housing-related loans,” this company is responding actively to
social changes such as job diversification, the social advancement of
women and the aging society with its attendant falling birth rate.

[Strategic Role in the Group]

Life Housing Loan became a member of the Sumitomo Trust
Group in May 2007. As a result, this company became able to
make use of the Group’s nationwide real estate information net-
work, individual and corporate client trading base, and alliance
channels to other companies. Accordingly, Life Housing Loan is

now able to respond to an even greater range of customer needs.
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BUSINEXT CORPORATION

(Loans for small and medium-sized companies and business owners — Equity method affiliate)

[Scope of Business]

BUSINEXT CORPORATION is a loan company for small
and medium-sized companies as well as unincorporated private
enterprises, which was jointly established in January 2001 with the
major consumer loan company Aiful Corp. This company per-
forms lending using its unique quantitative scoring method. It
provides mainly unsecured loans as well as real-estate-backed loans
and medical-treatment-receivables-backed loans.

Japan TA Solution, Ltd. (Data processing and computing

[Strategic Role in the Group]

BUSINEXT complements Sumitomo Trust’s financial servic-
es for large corporations by providing loans to small and
medium-sized companies and unincorporated private enterprises,
thereby helping to support the business operations of a wide vari-

ety of customers.

— Consolidated subsidiary)

[Scope of Business]

Japan TA Solution, Ltd. was jointly established by Sumitomo
Trust (holding an 80% stake) and Japan Securities Agents, Ltd.
(holding a 20% stake) in August 2002, in order to improve the
efficiency and competitiveness of the Group’s stock transfer agency
operations. This company is entrusted by both parent companies
to handle stock on behalf of approximately 1,500 client compa-
nies (as of the end of March 2008). It carries out system
development/operation and data processing for stock transfer agen-
cies, and was the first company in the industry to adopt this type
of business model.

In January 2004, Japan TA Solution began operation of the
next-generation NEO-CAROL custody service system to closely

REAL ESTATE DIVISION

monitor trends in changing stock markets and information systems
in order to respond swiftly to customer needs. Taking these opera-
tions to a new level of competitiveness, this system allows faster
processing of stockholder confirmations and also enables the provi-
sion of a variety of documents over the internet. In addition, the
company is making steady preparations for the introduction of a
system of electronic stock certificates in January 2009.

[Strategic Role in the Group]

Sumitomo Trust has outsourced its stock transfer agency
operations to Japan TA Solution. By focusing on the computeriza-
tion of stock certificates, the Group can look forward to benefiting

from economies of scale in the future.

Sumishin Realty Company, Limited (Real estate brokerage — Consolidated subsidiary)

[Scope of Business]

Sumishin Realty Company, Limited began its existence as the
Sumitomo Trust Group’s residential brokerage company in
January 1986. It now provides real estate brokerage services for
many purposes including residential, investment and commercial
properties. With 70 offices in Japan (as of May 2008), this compa-
ny works in concert with Sumitomo Trust to conduct business on
a nationwide scale.

[Strategic Role in the Group]

Sumishin Realty and the Sumitomo Trust Group’s Retail
Financial Services Business offer collaborative services in fields extend-
ing from real estate brokerage to housing loans. Sumishin Realty is also
establishing joint offices with Sumitomo Trust in order to create a sys-
tem that facilitates collaboration (There are 34 such branches as of
May 2008). This company is also strengthening its linkages with the
Real Estate Division in fields including joint brokerage of small to

medium-scale real estate for investment and commercial use.
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Principal Subsidiaries and Affiliates

STB Research Institute Co., Ltd. (Surveys, research and consulting — Consolidated subsidiary)

[Scope of Business]

STB Research Institute Co., Ltd. was established in July 1988
as a corporate think-tank specializing in cities and real estate. It
now operates as a research & consulting institution focused on real
estate market and real estate financial area, taking advantage of
compiled research studies over 20 years. In addition to real estate
market services, this company also provides unique consulting serv-
ices as a third-party evaluator of real estate investment.

[Strategic Role in the Group]

In addition to its role as a think-tank, STB Research Institute
provides advice in evaluating the risk of properties to be acquired
and the investment strategy when Sumitomo Trust and its corpo-
rate customers purchase real estate investment funds.

STB Real Estate Investment Management Co., Ltd. (Investment advisory — Consolidated subsidiary)

[Scope of Business]

STB Real Estate Investment Management Co., Ltd. was estab-
lished in November 2005 as an investment consulting company
specializing in real estate securitization. In addition to operating
core funds that employ an investment strategy of aiming for stable
returns through diversified investment in prime assets such as
office buildings and commercial facilities, this company provides
wide-ranging investment opportunities including operating logis-
tics facilities and development funds.

FIDUCIARY SERVICES GROUP

[Strategic Role in the Group]

STB Real Estate Investment Management plays a core role in
Sumitomo Trust’s real estate investment management business.
This company provides investors with integrated management
services that make full use of the experience accumulated by
Sumitomo Trust over many years of business, such as real estate
trading, real estate management and operation and real estate secu-

ritization.

Japan Pension Operation Service, Ltd. (Pension plan administration services — Equity method affiliate)

[Scope of Business]

Japan Pension Operation Service, Ltd. (JPOS) was established
in December 2004 as a joint venture between Sumitomo Trust and
Mizuho Trust & Banking Co., Ltd. JPOS handles administrative
services related to corporate pension plans such as membership
management and corporate pension benefit payments, as well as
system development and operation. As of the end of March 2008,
JPOS was entrusted by the two parent companies with the man-

agement of the corporate pension plans for approximately 3 mil-
lion current and former employees.

[Strategic Role in the Group]

JPOS primarily uses the system developed by Sumitomo Trust
and integrates the expertise of Sumitomo Trust and Mizuho Trust
& Banking to provide more sophisticated pension trust services to

its customers.
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STB Basic Information

Principal Subsidiaries and Affiliates

Japan Trustee Services Bank, Ltd. (Trust banking — Equity method affiliate)

[Scope of Business]

Japan Trustee Services Bank, Ltd. (JTSB) was established in
June 2000 through a joint investment by Sumitomo Trust and
Daiwa Bank (currently Resona Bank, Limited) as a trust bank spe-
cializing in securities processing services, and the Mitsui Trust
Holdings Group (currently Chuo Mitsui Trust Holdings, Inc.)
acquired a stake in September 2002. JTSB specializes in asset servic-
ing in pension trusts, stock mutual funds and other areas centering
on assets entrusted to it by the three parent companies.

[Strategic Role in the Group]

JTSB pursues the economies of scale provided by concentrat-
ing the assets entrusted to it by the three parent companies. It
supports the key operations of Sumitomo Trust’s Fiduciary Services
Group by carrying out efficient and thorough management.

STB Asset Management Co., Ltd. (Mutual funds management and consulting — Consolidated subsidiary)

[Scope of Business]

STB Asset Management Co., Ltd. satisfies the asset manage-
ment needs of individual and corporate customers by providing
investment management and investment advisory services. It offers
a wide spectrum of products ranging from active and passive man-
agement of domestic and foreign stocks and bonds to alternative
investments such as real estate investment trusts (REITSs), absolute
return products, and balanced funds. Using its product develop-

ment and management capabilities, this company supports
Sumitomo Trust’s multi-product strategy and the collective

strength of the Group.

[Strategic Role in the Group]
STB Asset Management plays an active role in investment
management, providing performance-based products sold by the

Retail Financial Services Business and performing other services.

Sumitomo Trust and Banking Co. (U.S.A.) (Global custody services — Consolidated subsidiary)
Sumitomo Trust and Banking (Luxembourg) S.A. (Global custody services — Consolidated subsidiary)

[Scope of Business]

These two companies provide global custody services linking
Japan with the United States and Europe (Luxembourg) as central-
ized agents in securities settlement, servicing and tax payment
primarily for institutional investors that invest directly in the world’s
securities markets. Together, they hold one of the largest amounts of
entrusted assets of any Japanese bank affiliated custodian.

[Strategic Role in the Group]

These companies offer precise foreign securities processing
services and facilitate foreign securities investment by Sumitomo
Trust’s customers by providing detailed information in Japanese.
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as of June 30, 2008

Subsidiaries and Affiliated Companies

Japan

Name Pai(cll\;[iinlli(;:}s))ital OWE':;Or)ship Group E:O)/zx)rnership Established

The Sumishin Shinko Company Limited s Y 50 100.0 0.0 June 1948
Sumishin Guaranty Company Limited «eeoerereeeeeeiennnnicinn ¥ 100 100.0 0.0 August 1977
First Credit Corporation .............................................................. ¥ 13,500 100.0 0.0 March 1979
STB Leasing & Financial Group Co., Ltd. «eereesinninnninn. ¥ 50 100.0 0.0 March 2008
STB Leasing Co., Ltd, ceeeeeerrmnieerei ¥ 5,064 0.0 100.0 ]uly 1985
STB Wealth Partners Co., Limited «+eeeeeeresereeesnnnniinnn ¥ 155 100.0 0.0 November 1989
Life Housing Loan, Ltd. -reseesseessrrssmssssiiniisnisisis ¥ 1,000 100.0 0.0 January 1992
Sumishin Business Service Company, Limited ««+eeeserereneeeecens ¥ 80 100.0 0.0 July 1995
STB Real Estate Investment Management Co., Ltd. «eoeeeeeeveeeenene ¥ 300 100.0 0.0 November 2005
STB Business Partners Co., Ltd. «-eeeeeeeeremiinii, ¥ 100 85.0 15.0 April 2006
Japan TA Solution, Ltd. «weeeeeremsrimisiminiiisiiissniissininens ¥ 2,005 80.0 0.0 July 1998
Sumishin Matsushita Financial Services Co., Led. «eeoererereeeeveicecee ¥ 20,520 0.0 66.0 February 1967
Sumishin Life Card Company, Limited -eeeeeemsenniincenns ¥ 200 51.0 0.0 October 2004
Sumishin Card Company, Limited «-eeeeeseseeeeennniiiin ¥ 50 50.0 45.0 June 1983
STB Investment COrporation s« teeseeseseseticieiemiinniniiisicieiens ¥ 35 40.0 60.0 March 2000
Sumishin Information Service Company Limited - reeeeeeeeeeeenes ¥ 100 35.0 65.0 February 1973
STB Asset Management Co., Ltd. «weeeeeeeesemeemmmneeiminsiininecinnans ¥ 300 30.0 70.0 November 1986
STB Research Institute Co., Ltd. «eeeeererreemmmmiin, ¥ 300 29.8 70.1 ]uly 1988
Sumishin Realty Cornpany, Limited oeeeeeeeeerermmmmmmii ¥ 300 5.0 95.0 January 1986
SBI Sumishin Net Bank, Ltd. «eeeeeeeeeeeimn, ¥ 22,500 50.0 0.0 June 1986
Japan Pension Operation Service, Ltd. «eeeeeeeesssiniiin ¥ 1,500 50.0 0.0 December 2004
BUSINEXT CORPORATION «eveeveveieininiiieiriisesieieessesnenennas ¥ 9,000 40.0 0.0 January 2001
Human Resource Management Service & Consulting Co., Ltd. - ¥ 519 38.9 0.0 May 2002
Top REIT Asset Management Co., Ltd. +eeeveerermminccinnnn. ¥ 300 38.0 0.0 October 2004
]apan Trustee Services Bank, Led. ««oeoveeeremviinniii. ¥ 51,000 33.3 0.0 June 2000
Japan Trustee Information Systems, Led. «-eoeeeeeeieenecsicnicinnn. ¥ 300 5.0 28.3 November 1988
Overseas

Name Pai((li\;[iirllli(o:zg)ital Ow{:;)r)ship Group 8:)'nership Established

The Sumitomo Trust Finance (H.K.) Limited $ 45 100.0 0.0 July 1978
Sumitomo Trust and Banking (Luxembourg) S.A. -oeveveeeeeeeeeeens $ 30 100.0 0.0 April 1985
Sumitomo Trust and Banking Co. (U.S.A.) «eeeereeesensininiieinncinnn. $ 56 100.0 0.0 May 2002
STB Consulting (China) Co., Ltd. ¥ 100 100.0 0.0 October 2004
STB Omega Investment Limited - seeeeesseceeeescremencneiesnceenens $ 60 75.0 0.0 June 2006
STB Finance Cayman Limited «seeseeseeermeemnimnnimcieiiniieinns $ 0.01 100.0 0.0 January 1993
STB Preferred Capital (Cayman) Limited - ¥ 85,000 100.0 0.0 February 1999
STB Preferred Capital 2 (Cayman) Limited -+ eeeeeererereecceienns ¥ 51,500 100.0 0.0 November 2005
STB Preferred Capital 3 (Cayman) Limited «-eeeoeeeeeseeisinninnnnn ¥ 51,500 100.0 0.0 February 2007
STB Preferred Capital 4 (Cayman) Limited - ¥ 111,600 100.0 0.0 May 2008
Fresco Asset Funding Corporation $ 0.001 0.0 0.0 January 2000

* As defined by the accounting principles accepted in Japan.
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STB Basic Information | Board of Directors,

Executive Officers and Auditors
as of June 27, 2008

Chairman of the Board Vice Chairman President and CEO

Atsushi Takahashi*! Takaaki Hatabe*! Hitoshi Tsunekage*!

o
| :._:a!

| 2 :
a
Senior Executive Officer Senior Executive Officer Senior Executive Officer Senior Executive Officer Managing Executive Officer
Akio Otsuka*' Kiyoshi Mukohara*' Teruhiko Sugita*' Tomoaki Ando*' Shuichi Kusakawa*'

F-
R =
Managing Executive Officer Managing Executive Officer Managing Executive Officer Managing Executive Officer Managing Executive Officer
Rikiya Hattori*! Hidehiko Asai Mitsuru Nawata Hideo Amemiya Sumikazu Tsutsui*!
General Manager,

Global Credit Supervision Department

= d
; |
- =1 J
'dl.
A
4
F 3
Managing Executive Officer Managing Executive Officer Managing Executive Officer Managing Executive Officer Managing Executive Officer
Tetsuo Ohkubo*! Fuminari Suzuki Koichi Hozumi Junichi Sayato*! Yasuyuki Yagi
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Executive Officer

Takeshi Kataoka

General Manager,
Corporate Business Dept. I, Osaka

Executive Officer

Shigemasa Shibata

e
= un

Executive Officer

Masayuki Imanaka

General Manager,
Tokyo Corporate Business Dept. IT

Executive Officer Executive Officer

Yukihiro Kitano Ibuki Mori

Executive Officer

Kazunori Hino

General Manager,
Stock Transfer Agency Department

Executive Officer

Tatsuya Tsuboi

General Manager,
Internal Audit Department

Executive Officer

Kouji Nohara

Regional Executive, Nagoya
General Manager,
Nagoya Branch

Executive Officer Executive Officer

Koji Inagaki Seiichiro Nemoto
General Manager, General Manager,

Tokyo Corporate Business Dept. I Asset Management Department

Executive Officer
Koji Yosomiya
President and CEO,

First Credit Corporation
(Subsidiary of Sumitomo Trust)

F
Executive Officer

Takashi Imai

General Manager,
Kyoto Branch

Executive Officer
Keiji Tanaka
Regional Executive, Americas

General Manager,
New York Branch

Standing Statutory Auditor Statutory Auditor

Masaru Suzuki Koichi Takamura*?

Statutory Auditor

Hiroshi Noguchi

Statutory Auditor

Hitoshi Maeda*?

Statutory Auditor
Koji Hirao**

*1 Directors
*2 External Auditors
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STB Basic Information
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STB Basic Information | International Network
as of June 30, 2008
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THE AMERICAS ASIA
UNITED STATES SINGAPORE PEOPLE’S REPUBLIC OF CHINA g
@
New York Branch Singapore Branch Shanghai Branch %
527 Madison Avenue, 8 Shenton Way, #45-01, 50F Jin Mao Tower, §
New York, NY 10022, U.S.A. Singapore 068811 88 Shiji Dadao Pudong New Area,
Telephone: 1-212-326-0600 Telephone: 65-6224-9055 Shanghai 200121,
Facsimile: 1-212-644-3025 Facsimile: 65-6224-2873 People’s Republic of China
Telex: 20717 Telephone: 86-21-5047-6661
Sumitomo Trust and Facsimile: 86-21-5047-8298
Banking Co. (U.S.A.) INDONESIA -
111 River Street, Beijing Representative Office 2
Hoboken, NJ 07030, U.S.A. Jakarta Representative Office 7th Floor, Chang Fu Gong 3
Telephone: 1-201-420-9470 11th Floor, Summitmas |, Office Building, 3
Facsimile: 1-201-420-7853 JI. Jenderal Sudirman, A-26, Jianguomenwai Dajie, 2
Kaveling 61-62, Chaoyang District, §

EUROPE

UNITED KINGDOM

London Branch

155 Bishopsgate,

London EC2M 3XU, U.K.
Telephone: 44-20-7945-7000
Facsimile: 44-20-7945-7177
LUXEMBOURG

Sumitomo Trust and

Banking (Luxembourg) S.A. 7th Floor, Chang Fu Gong i é—?
18, Boulevard Royal, Office Building, §§
L-2449, Luxembourg, A-26, Jianguomenwai Dajie, &
Grand Duchy of Luxembourg Chaoyang District, % %

Telephone: 352-4779851
Facsimile: 352-474608

Jakarta 12190, Indonesia
Telephone: 62-21-520-0057
Facsimile: 62-21-520-0058

THAILAND

Bangkok Representative Office

15th Floor, GPF Witthayu Tower A,
Suite 1502, 93/1 Wireless Road,
Pathumwan,

Bangkok 10330, Thailand
Telephone: 66-2-252-2302
Facsimile: 66-2-256-7799

Beijing 100022,

People’s Republic of China
Telephone: 86-10-6513-9020
Facsimile: 86-10-6513-9243

The Sumitomo Trust Finance
(H.K.) Limited

Suites 704-7086, 7th Floor,
Three Exchange Square,

8 Connaught Place, Central,
Hong Kong

Telephone: 852-2801-8800
Facsimile: 852-2840-0496/0502

STB Consulting (China) Co., Ltd.

Beijing 100022,

People’s Republic of China
Telephone: 86-10-6525-6990
Facsimile: 86-10-6525-7992

REPUBLIC OF KOREA
Seoul Representative Office

100-716, 20th Floor,
Samsung Life Building,

#150, 2-Ka, Taepyung-Ro, Chung-Ku,

Seoul, Korea
Telephone: 82-2-757-8725/7
Facsimile: 82-2-757-8721

Sumitomo Trust and Banking 2008 Annual Report
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STB Basic Information | Stock Information
as of March 31, 2008

Stock Index and Trading Volume

300 (Index) (Millions of shares) 500

50 4/05 10/05 4/06 10/06 4/07 10/07 3/08 0
— Sumitomo Trust Stock Price (Left) — TOPIX (Left) [ Sumitomo Trust Trading Volume per Month (Right) Note: 4/05 is used as the base period.
Principal Shareholders Breakdown of Shareholders

Number of Percentage of Total
Shares Held Shares in Issue
(Thousands) (%) Japanese Japanese Financial

The Master Trust Bank of Japan, Ltd. (Trust Account) - 95,430 5.69 irrlfi“gfﬁis %zzzrrtllcoenéz[;?panies
Japan Trustee Services Bank, Ltd. (Trust Account) «--s-sesesen 92,881 5.54 7:92% 27.93%
STATE STREET BANK AND TRUST COMPANY
(Standing Agent: Mizuho Corporate Bank, Ltd.) «eereeerenees 60,622 3.61
Northern Trust Company (AVFC) Sub
Account American ClEnts - - reeesereeemsmrremsssreemssaerenees 34,740 2.07 oreign -
The Bank of New York International Nominees «««-+««--eeeseeeruee 33,321 1.98 38.27% Jszii‘:f;‘;s
STATE STREET BANK AND TRUST COMPANY 505103 Companies
(Standing Agent: Mizuho Corporate Bank, Ltd.) «eereeeerenees 26,521 1.58 204%

Trust & Custody Services Bank, Ltd.

(Securities Investment Trust Account) -- 22,018 1.31
KUBOTA COIPOoration «sseersssseeeesssseessssssesessssesssssssssessssonees 21,984 1.31 JCa);l;;re }
The Chase Manhattan Bank 385036 «+veevrsesesinieniiiniiniinns 20,027 1.19 Corporations
Japan Trustee Services Bank, Ltd. (Trust Account 4) «--s-s-ssesese 16,702 0.99 23.84%

ADR (American Depositary Receipts) Information Other Data

ADR Ratio: 1ADR: 1 Authorized Stock (Thousands): 3,000,000
Symbol: STBUY Issued Stock (Thousands): 1,675,128
CUSIP: 865625206 Number of Stockholders: 44,977
Exchange: OTC (Over-the-Counter)

Depositary Bank: The Bank of New York
Depositary Receipts Division
101 Barclay Street, 22nd Floor, New York,
NY 10286, U.S.A.
Telephone: +1 (201) 680-6825
U.S.toll free: 888-269-2377 (888-BNY-ADRS)
Facsimile:  +1 (212) 571-3050/3051/3052
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STB Basic Information | Corporate Data
as of March 31, 2008
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Company Name:

The Sumitomo Trust and Banking Company, Limited

z
Address: 4
Head Office: §
5-33, Kitahama 4-chome, 2
Chuo-ku, Osaka 540-8639, Japan
Telephone: +81 (6) 6220-2121
Tokyo Office:
GranTokyo South Tower, o
9-2, Marunouchi 1-chome, %
Chiyoda-ku, Tokyo 100-6611, Japan 8
Telephone: +81 (3) 3286-1111 8
[0]
o
o

Date of Establishment:
July 1925

Paid-in Capital:
¥287.5 billion

Number of Employees:
5,869

Independent Public Accountants:
KPMG AZSA & Co.

Seur U044 8y} woJj poday v

Contact IR:
Telephone: +81 (3) 3286-8354
Facsimile: +81 (3) 3286-4654

e-mail: rstbirnews@sumitomotrust.co.jp

URL:  http://www.sumitomotrust.co.jp/IR/company/index_en.html
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It is my honor and pleasure to present our 2008 AR to you. Renewing and building investor confidence is
my biggest responsibility as CFO of Sumitomo Trust. In producing this report, we have incorporated a substan-
tial volume of information on our company, ranging from our basic values to our current strategy and business
performance. I hope this report serves you as a guide to better understanding our company.

We place a high priority on maintaining highly transparent disclosure in IR activities. This is illustrated by
the fact that six out of seven times from 2001 to 2007 the Security Analysts Association of Japan awarded us the
“No.1 Fair Disclosure Company” position among Japanese banks. We are determined to stay the No.1 Fair
Disclosure Bank and for that purpose we welcome your comments and/or inquiries about this report.

If you would like to know more about Sumitomo Trust, please visit our IR site or contact our IR Office to
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receive our newsletter (rstbirnews@sumitomotrust.co.jp). We would like to further improve our IR activities
through communication with you.

Junichi Sayato
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& Sumitomo Trust
& Banking Co., Ltd.

For further information, please contact:
Investor Relations Office
Financial Management Department
The Sumitomo Trust & Banking Co., Ltd.
GranTokyo South Tower, 9-2, Marunouchi 1-chome,
Chiyoda-ku, Tokyo 100-6611, Japan
Telephone: 81-3-3286-8354
Facsimile: 81-3-3286-4654
e-mail: rstbirnews@sumitomotrust.co.jp
URL: http://www.sumitomotrust.co.jp/IR/company/index_en.html
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