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As the world begins to increasingly experience abnormal weather in the 21st century, we in the fi nancial 
industry are also starting to view climate change as a fi nancial crisis, and progress is beginning to be 
made in terms of building a consensus on carbon neutrality at both the national and corporate levels.

In 2022, various regions of the world experienced natural disasters unlike any they had seen before. In 
addition, due to the prolonged Ukraine crisis, energy shortage is becoming ever more serious in Europe 
in particular, which is making us aware not only of the need to shift from fossil fuels to renewable energy 
in the medium- to long-term, but also of the gravity of short-term issues, such as the consequences of 
relying on unevenly distributed fossil fuels as an energy source.

Under these circumstances, the establishment of a "Loss and damage" fund was decided at the COP27 
held in Egypt in November 2022. This was a signifi cant fi rst step in terms of enabling all countries—in-
cluding developing countries—to act in concert to address climate change issues. However, participants 
failed to establish more ambitious reduction targets. Despite the agreement in principle about climate 
change, there still are numerous areas in which persistent negotiations are needed before reaching an 
agreement.

The year 2022 marked the 100th anniversary of Japan’s Trust Act and Trust Business Act, both of which 
were enforced in 1922.

Trusts have changed with the needs of the time—including loan trusts, pension trusts, land trusts, and 
asset securitization trusts—to help resolve issues faced by clients and society. The balance of trust assets 
under management of the industry as a whole has doubled in the past decade, exceeding ¥1,500 trillion 
as of the end of March 2022.

Today, fi nding ways to help resolve the social and climate change issues faced by the world is the main 
topic relevant to the next 100 years of trusts.

The SuMi TRUST Group has a wide range of contact points with individuals, corporates, investors, and 
other economic entities, and we are therefore equipped with functions that include investments and 
loans, asset management, and asset administration. 

A huge amount of funding is necessary for both the technological development and capital investment 
required for decarbonization. We will address funding needs related to corporate transitions through the 
impact business such as Positive Impact Finance, as well as technology-based fi nance, which is related to 
promoting the social implementation of advanced technologies. We will act as a lender to back techno-
logical development and capital investments by corporates, while also providing investment opportuni-
ties to clients facing diffi culty in managing their assets, through measures such as risk reduction, as well 
as dividing investment opportunities into smaller lots.

Engagement with investee companies is also important in achieving net-zero GHG emissions in the 
asset management portfolios entrusted to us by investors. The Group's total assets under management 
amount to ¥127 trillion, one of the largest in Asia. In addition, the two asset management companies in 
the Group have joined the Net Zero Asset Managers initiative (“NZAMI”) and are both conducting unique 
engagement activities.

Sumitomo Mitsui Trust Asset Management actively participates in international engagement initiatives 
in collaboration with other asset managers and asset owners, thereby proactively leading dialogues with 
investee companies, governments, NGOs, and other parties. For example, Sumitomo Mitsui Trust Asset 
Management is the only Japanese asset manager in the six-member advisory group of the aforemen-
tioned NZAMI.

Meanwhile, Nikko Asset Management's strength lies in its unique equities strategies in Japan, Asia, 
and globally. Nikko Asset also has offi ces around the world—with its Singapore offi ce positioned as an 
ESG hub—and conducts engagement aimed at assigning the right talent to the right positions at its vari-
ous offi ces, including Japan. 

Climate change is not only an environmental (E) issue but also a social (S) issue, in that it represents a 
risk factor that could prevent the ongoing well-being of people. At the same time, investment in carbon 
neutrality is a unique opportunity to enrich the next generation by creating a virtuous circulation of funds, 
assets, and capital.

The SuMi TRUST Group is committed to achieving a prosperous future by contributing to the achieve-
ment of a decarbonized society through the power of trusts.

We look forward to your ongoing support.

Director & President
Sumitomo Mitsui Trust Holdings

Message from the President

Sumitomo Mitsui Trust Holdings
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Prior to becoming a signatory to the Principles for Responsible Investment (PRI) in 2006, the 
SuMi TRUST Group has been already pursuing initiatives for climate change and other ESG 
(Environmental, Social, and Governance) through ESG investment as part of our overall 
investment business, including Nikko Asset Management's (Nikko AM's) Eco Fund (1999) 
and SuMi TRUST Bank's first SRI fund for pensions (2003). SuMi TRUST Bank also engages 
in project finance initiatives targeting renewable energy and, in March 2018, the Bank 
became one of the Japanese banks to start addressing climate change issues from the 
perspective of investments and loans, including clarifying its coal-fired power generation 
policy.

In FY2022, SuMi TRUST Holdings set 2030 interim reduction targets of greenhouse gas 
(GHG) emissions for electric-power-sector in its investment and loan portfolios in line with 
the framework of the Net-Zero Banking Alliance (NZBA), which the Company joined in 
2021. Meanwhile, among the Group companies, Sumitomo Mitsui Trust Asset Management 
(SMTAM) and Nikko AM have set interim reduction targets for GHG emissions related to 
their respective assets under management in line with the framework of the Net Zero Asset 
Managers initiative (NZAMI). In addition, in terms of Group GHG emissions, the Group has 
made steady progress toward achieving net zero emissions, including SuMi TRUST Bank, 
which has completed the shift to 100% renewable energy in its domestic offices.

Furthermore, to help realize a decarbonized society, SuMi TRUST Bank has increased its 
cumulative target in sustainable finance* by FY2030 from ¥5 trillion to ¥10 trillion (including 
¥2.5 trillion of impact equity investment), responding to the increasing need for the 
environment and climate change related funds, which accelerate initiatives aiming at net 
zero emissions.

* For details on sustainable finance, see page 42.

■ Initiatives Related to Climate Change

Details

1999 Launch of Nikko Eco Fund

2003 Full-scale entry into ESG investment (development of SRI funds)

2004 Start of initiatives on environmental finance

2006 Signatory to the Principles for Responsible Investment (PRI)

2016 Signatory to the Equator Principles

2018
Announcement of support of TCFD recommendations and policy on coal-fired 
power generation

2019 Signatory to the Principles for Responsible Banking (PRB)

2020
Review of policy concerning environmental and social considerations for loans, and 
signatory to the Poseidon Principles

2021

SuMi TRUST Group Carbon Neutral Commitment
Joins the Net-Zero Banking Alliance (NZBA) (SuMi TRUST Holdings)
Joins the Net Zero Asset Managers initiative (NZAMI) (Sumitomo Mitsui Trust Asset 
Management, Nikko Asset Management)

2022

Disclosure of 2030 interim reduction targets in line with the NZBA/NZAMI 
framework
Add corporate finance (new/expansion) to our target of reducing a loan balance to 
zero for coal-fired power generation by 2040

Introduction
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■ Main Updates in 2022

Details Pages

Chapter 1: 
Governance

• Changed to the stock-based (share delivery trust) remuneration sys-
tem and incorporate a stronger emphasis on ESG

P7

Chapter 2:
Strategy

• Expanded scenario analysis related to climate change 
- Implemented transition risk analysis targeting Japanese corporations 
- Implemented physical risk analysis targeting real estate finance

• Identified climate change opportunities
• Made a roadmap for achieving carbon neutrality 

- Pursued initiatives aimed at reducing GHG emissions

P12
P13
P18
P20
P21

Chapter 3: Risk
Management

• Established a Climate Change Risk Management Policy and clarified 
our general risk management policy, etc. based on the consider-
ation of climate change

• Set up a Climate Change Risk Management Team in the SuMi 
TRUST Bank Risk Management Department

• Reviewed policies for specific sectors and clarified the policies 
based on existing risk

• Made a sector-specific transition risk heat map and identified sec-
tors that are important in terms of transition risk management

P34

P35
　

P35

P38

Chapter 4:
Metrics and
Targets

• Disclosed a sustainable finance breakdown
• Disclosed information on Group-wide GHG emissions (Scope 1, Scope 2)
• Disclosed our electric-power-sector GHG-emission interim reduc-

tion targets, part of our investment and loan portfolios
• Disclosed our asset-management-portfolio GHG-emission interim reduction targets
• Added corporate finance for new construction and expansion to our loan bal-

ance target for coal-fired power generation
• Expanded the object of disclosure about our carbon-related assets exposure

P42
P43
P45

P48
P48

P49

■ Response to TCFD Recommendations

Details

Governance

• Set up a Climate Change Adaptation and Mitigation Project Team to promote 
our cross-Group climate change response. The Executive Committee decides on 
important responses based on deliberation by project steering committees, the 
Business Risk Management Committee, etc.

• Reported climate change response details and policies to the Board of Directors 
as well as the Risk Committee, an advisory body to the Board of Directors

• Stipulated our Climate Change Risk Management Policy for our Risk Management 
Rules through the Board of Directors and clarified the roles and responsibilities of 
the Board of Directors, Executive Committee, and directors and officers as well as 
our three-lines-of-defense system and our risk management policies, etc. based 
on climate change considerations specific to each risk category

• Changed to a system for which climate change and other ESG items are applied 
to performance evaluations in terms of the stock compensation of executive 
compensation

Strategy

• Identified transition and physical risks related to climate change. Conducted a scenario 
analysis based on portfolio characteristics to understand climate change related risks

• Identified the demand for funds stemming from changes in social and industrial 
structures for carbon neutrality as opportunities and promoted transition support 
and impact evaluations

• Created a roadmap for achieving carbon neutrality and promoted initiatives 
aimed at achieving net zero GHG emissions in the Group, investment and loan 
portfolios and asset management portfolios

Risk Management

• Positioned climate change risks as top-priority risks and integrated them into our 
Group-wide risk appetite framework while setting and managing risk appetite metrics

• Identified climate change as a "risk driver" with cross-sectional influence on each risk category 
and stipulated risk management policies specific to climate change respectively

• Clarified policies for specific sectors based on existing risk
• Created a sector-specific climate change transition risk heat map to identify sectors 

important for our strategy
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Metric Target Result

Group GHG emissions
Scope 1, Scope 2

2030: net zero
23,763 t-CO2

 (end of March 2022)

GHG emissions in relation to our 
investment and loan portfolios

2050: net zero
83.1 million t-CO2e 
(end of March 2022)

Electric power sector
FY2030
138 to 173 g-CO2eq/kWh

249 g-CO2eq/kWh
(end of March 2021)

GHG emissions in relation to our asset management portfolios

Sumitomo Mitsui Trust Asset 
Management

2030: halves the emission 
intensity compared to 2019 
for 50% of all assets under 
management*¹
2050: net zero

̶

Nikko Asset Management

2030: halves the emission 
intensity compared to 2019 
for 43% of all assets under 
management*²
2050: net zero

̶

Total amount of cumulative 
sustainable financing

Cumulative amount from FY2021 
to FY2023: ¥10 trillion

¥0.83 trillion
 (end of March 2022)

Loan balance for coal-fired power 
generation

FY2040: zero

Project finance
¥142.7 billion (end of March 2022)
Corporate lending (new/expansion)
¥20.1 billion (end of March 2022)

Exposure of carbon-related assets ̶ ¥15.6 trillion (end of March 2022)

*1  Equal to approximately ¥43 trillion, or 50% of the total of ¥85 trillion in assets under management as of the end of June 2021
*2  Equal to approximately ¥13 trillion, or 43% of the total of ¥31 trillion in assets under management as of the end of December 2021
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In addition, we have established Action Guidelines for Mitigating Climate Change under our Environmental Policy, and 
we are making all directors, offi cers, and employees aware of this.

Climate Change Policy

The Group’s Medium-Term Management Plan focuses 
on balanced creation of both social value and econom-
ic value, with the basic strategy of generating positive 
impacts geared towards solving social issues. Since cli-
mate change and other sustainability issues are one of 

the most important social issues that the Group must 
resolve on a priority basis, we are working to develop 
Group-wide strategies and initiatives in collaboration 
with international organizations.

Chapter 1

Governance

Sumitomo Mitsui Trust Holdings Environmental Policy

Action Guidelines for Mitigating Climate Change

Policies related to sustainability

Action Guidelines for Mitigating Climate Change

Action Guidelines for Preserving Biodiversity

Environmental Policy Human Rights Policy

Please refer to the SuMi TRUST Holdings website 
for further details about the above policies.

Policy

1 Contribute to solving social and environmental 
problems through business

2 Serve clients with sincerity

3 Earn the trust of society

4 Address environmental issues

5 Respect the individual

6 Participate in, and contribute to, the community

1.  Provision of Products and Services
 We will strive to reduce environmental risks and enhance envi-

ronmental value for the society as a whole by providing fi nancial 
products and services that contribute to the preservation of the 
global environment and the realization of a sustainable society.

2.  Environmental Load Reduction
 We will strive to preserve the environment and realize a sus-

tainable society through efforts toward energy conservation, 
resource conservation, and resource recycling based on the 
recognition of the burden imposed on the environment by 
the consumption of resources and the discharge of wastes in-
volved in our business activities.

3.  Pollution Prevention
 We will strive to ensure continuous verifi cation and improve-

ment of our environmental activities and make efforts to pre-
vent pollution.

4.  Regulatory Compliance
 We will comply with the laws, regulations, rules, and agree-

ments concerning the preservation of the environment.

5.  Monitoring
 We will strive to ensure the continuous improvement of our 

environmental activities by setting and periodically reviewing 
and revising environmental objectives and targets.

6. Education & Training
 We strive to ensure group-wide awareness of compliance with 

the Environmental Policy and to provide appropriate environ-
mental education.

7. Information Disclosure
 We will strive to promote activities to preserve the environ-

ment through communications with external organizations by 
publicly disclosing the Environmental Policy.

We have developed the following Environmental Policy as part of our policies related to sustainability.

Basic Policy on Social Responsibility of 
Sumitomo Mitsui Trust Group (Sustainability Policy)

1. Implementation of Measures and Support to Help Mitigate 
Climate Change

 In addition to actively taking measures to reduce greenhouse 
gas emissions in our own business operations, we are making 
efforts, as a corporate citizen, to support activities that mitigate 
and adapt to climate change.

2. Provision of Products and Services
 We are working on developing and providing products and 

services that help mitigate climate change. Our fi nancial func-
tions are being leveraged to promote energy conservation and 
encourage the use of renewable energy.

3. Collaboration with Stakeholders
 We engage in dialogue and cooperation with our stakeholders 

as we work to mitigate climate change.

4. Education and Training
 We will ensure that these guidelines are fully implemented at 

Group companies, and will actively conduct education and 
training to mitigate climate change.

5. Information Disclosure
 We will actively disclose information related to our efforts to 

mitigate climate change.



■ Climate Change Response Promotion Framework
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Chapter 1

Governance

Supervisory body

Executive body

Consultation

Carbon Neutrality Planning 
and Management Department

Formulation of strategies 
for climate change and 
promotion of measures 
within the Group

 

 

Respective businesses of SuMi TRUST Bank
Sumitomo Mitsui Trust Asset Management Co., Ltd.

Nikko Asset Management Co., Ltd.
Other Group companies

Risk management-related 
departments

Executive Committee

Climate Change Adaptation and Mitigation Project Team
Steering Committee and

Business Risk Management Committee

Reporting

Reporting
Supervising

Board of Directors Risk Committee
• Ultimate supervisory responsibility for 
sustainability
• Development of climate change-relat-
ed risk management policies and plans

• Development of business execution system
• Consultations and resolutions on climate 
change, both in terms of opportunities and 
risks

• Consideration, consultation, and response to 
strategies and measures related to climate 
change

Implementation of risk management 
related to climate change

SuMi TRUST Holdings recognizes climate change as a factor 
of risk and opportunity that can have a significant impact on 
financial markets and has established a governance system of 
supervision and execution centering on the Board of Directors. 
The Board of Directors, which is the supervisory body, has estab-
lished the Risk Committee as its advisory body. This committee 
checks the execution status of the Company’s climate change 
countermeasures and conducts flexible and in-depth discus-

sions on climate change for appropriate supervision. The Execu-
tive Committee, which is an executive body, has established the 
Business Risk Management Committee as its advisory body. It 
has also set up the Climate Change Adaptation and Mitigation 
Project Team to formulate strategies and take action on climate 
change across the Group. With these efforts, we have a system 
in place to address issues related to climate change through col-
laboration between each business and other Group companies.

(1) Supervision
1. Board of Directors (chairman: external director)
The Board of Directors establishes the Basic Policy on Social 
Responsibility (Sustainability Policy) and Environmental Policy to 
be implemented by each Group company and communicates 
information on the Group's climate change and sustainability 
course both within and outside of the Group. In addition, based 
on these policies, the Board of Directors receives reports from 
the execution side on the situation of initiatives related to cli-
mate change issues and utilizes the Risk Committee and other 
advisory bodies to the Board of Directors to supervise the situ-
ation.

In FY2022, to issue this report, the Board of Directors had four 
discussions based on climate change reports.

2. Risk Committee (chairperson: external expert)
As an advisory body to the Board of Directors, the Risk Commit-
tee checks the status of the Group’s adaptation status to climate 
change, conducts flexible and in-depth discussions on climate 
change, which include outside directors who possess exper-

tise on the subject, and reports to the Board of Directors on the 
Group’s policies and strategies for addressing climate change.

In FY2022, to issue this report, the Risk Committee had four 
discussions based on climate change reports.

(2) Execution
1. Executive Committee (chairman: director and president)
The Executive Committee formulates various policies related to 
our response to climate change, develops business execution 
systems, and promotes our climate change response. During 
each term, this committee also confirms the status of our re-
sponse, provides instructions on reviewing measures, and takes 
other steps to ensure a precise response.

In FY2022, the Executive Committee reported on the details 
of the activities of the Climate Change Adaptation and Mitiga-
tion Project Team while also discussing GHG-emission interim 
reduction targets for our electric-power-sector investment and 
loan portfolios in line with the NZBA framework as well as the 
establishment and revision of regulations for managing climate 
change risks.

Governance in the Context of Climate Change
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2. Business Risk Management Committee (chairpersons: offi-
cers in charge of the Corporate Planning Department and Fi-
nancial Planning Department (concurrently held position))
As an advisory body to the Executive Committee, the Business 
Risk Management Committee discusses matters related to the 
business management of the Group, ensuring financial sound-
ness and the appropriateness of operations as well as managing 
risk and compliance. It also discusses and monitors these mat-
ters from the perspective of risk management because climate 
change risks affect both the financial and non-financial value of 
SuMi TRUST Holdings.

In addition, the Business Risk Management Committee dis-
cusses matters to be decided on or reported to the Executive 

Committee in advance.

3. Climate Change Adaptation and Mitigation Project Team (PT)
The Climate Change Adaptation and Mitigation Project Team 
conducts Group-wide activities, including considering and pro-
moting measures aimed at achieving the Carbon Neutral Com-
mitment targets established by the Group in October 2021 as 
well as considering the strategies necessary to fully demonstrate 
the Group's functions and actively promote the transition to a 
decarbonized society. The status of this project team's activities 
is regularly discussed by this team's steering committee and the 
Business Risk Management Committee and then reported to the 
Executive Committee.

Overview of the Compensation System

In principle, compensation is paid with a combination of 
monthly compensation (comprising fixed compensation 
and individual role performance compensation), bonuses 
for directors and executive officers (performance-linked 
bonuses), and stock compensation (share delivery trust).

Given the increasing importance of the Group's sus-
tainability management as well as the increasing focus of 
stakeholders on how executive compensation is affected 
by the ESG evaluation, the Compensation Committee has 
repeatedly discussed how to review executive compensa-
tion so that it will more effectively function as a sound in-
centive for ESG. As a result, for the FY2022 compensation 
system for directors and executive officers, the decision 
has been made to more heavily emphasize ESG in the 
stock compensation (share delivery trust) performance 
evaluation system.

Main changes
• The previous system of taking qualitative assessments of 

ESG as a component added on to the near-term earn-
ings-linked performance evaluation into account has been 
changed to a system under which a 1:1:1 ratio for near-
term earnings, medium-term financial metrics, and ESG is 
reflected in the performance evaluation for stock-based 
remuneration.

• The ESG assessment categories have been reviewed in light 
of materiality and now comprise the following five catego-
ries: climate change, fiduciary duties (FD) & client satisfac-
tion (CS), employee engagement, D&I (empowerment of 
women, etc.), and ESG assessment organizations. We have 
therefore changed to a system in which the Compensation 
Committee determines an overall ESG score by quantita-
tively and qualitatively assessing these five categories and 
reflecting it in executive compensation.

Executive Compensation

Types of compensation Variable
Fixed

Compensation weighting 
(standard)

President Other than president

■Monthly compensation

Fixed 
compensation Fixed amount based on position held Fixed Around 

40%
Around 

45%

Individual role-
linked performance 

compensation

Compensation that reflects a qualitative evaluation of mainly medium- to long-
term earnings contributions and capabilities based on the expectations of the 
individual’s role during the fiscal year (evaluated across five stages).

Variable Around 
20%

Around 
25%

■Bonus for directors and executive officers

Perfor-
mance-linked 

bonus

Allocated according to the performance evaluation of each individual from the total 
amount determined with reference to the following indicators of near-term earnings: 
consolidated net business profit and net income attributable to owners of the parent.

Variable Around 
20%

Around 
20%

■Stock compensation

Share delivery 
trust

Stock compensation utilizing a trust scheme. Points are awarded every fiscal year 
and delivered in the form of shares upon resignation/retirement with reference to 
the following indicators of near-term earnings (consolidated net business profit and 
net income attributable to owners of the parent), medium-term earnings (consol-
idated shareholders’ equity and ROE, consolidated CET1 ratio, etc.), and ESG-re-
lated activities. Malus (reduction/forfeiture prior to share delivery) and clawback 
(returned after share delivery) clauses are also applied.

Variable Around 
20%

Around 
10%
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Chapter 1

Governance

Performance Evaluation Indicators and Evaluation System

Category
Indicators (KPIs) for 
performance-linked 

compensation
KPI selection reason Evaluation 

weight Calculation method Final determination 
method

■Bonus for directors and executive offi cers (Performance-linked bonus)

Linked to 
near-term 
earnings

1.  Consolidated net 
business profi t Considered them as appropriate indica-

tors of the Company's business results 
and capabilities in the fi scal year under 
review

66.7% Calculated based on a 
weighted average with 
a 2:1 weighting on the 
achievement rates for 
1 and 2, respectively

Determined by the 
Compensation Com-
mittee with special fac-
tors and the business 
environment taken into 
full account

2.  Net income attribut-
able to owners of the 
parent

33.3%

■Stock compensation

Linked to 
near-term 
earnings

1.  Consolidated net 
business profi t Considered them as appropriate indica-

tors of the Company's business results 
and capabilities in the fi scal year under 
review

33.3%

22.2%
Achievement rate vs. 
target

Determined by the 
Compensation Com-
mittee with special fac-
tors and business envi-
ronment taken into full 
account

Achievement rate is 
capped at 130% with a 
lower limit of 0%

2.  Net income attribut-
able to owners of the 
parent

11.1%

Linked to 
medium-

term 
fi nancial 
metrics

3.  Consolidated share-
holder’s equity and 
ROE

Considered it as appropriate to select 
key fi nancial indicators in the Company's 
Medium-Term Management Plan as KPIs

33.3%

11.1% Evaluation score calcu-
lated based on qual-
itative assessment of 
progress on achieving 
Medium-Term Manage-
ment targets

4.  Consolidated CET1 
ratio (common equity 
tier 1 capital ratio)

11.1%

5.  Consolidated over-
head ratio (OHR) 11.1%

Linked to 
ESG

6.  ESG overall assessment 
(categories: climate 
change, FD & CS activi-
ties, employee engage-
ment, D&I (empower-
ment of women, etc.), 
and ESG assessment 
organizations)

Because—based on materiality consid-
erations—we identifi ed climate change, 
fi duciary duties (FD) & client satisfaction 
(CS), employee engagement, D&I (em-
powerment of women, etc.), and ESG as-
sessment organizations as fi ve important 
categories, and we decided that it would 
be appropriate to conduct an overall 
quantitative and qualitative evaluation of 
these categories in order to comprehen-
sively evaluate ESG

33.3%

Evaluation score calcu-
lated based on overall 
assessment comprising 
both quantitative and 
qualitative evaluations 
of activities in each as-
sessment category
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Chapter 2

Strategy

Asset management

Investment

Investment

Returns (employment, providing necessary services, and dividends)

Financial intermediary services provided through trust and banking functions

Institutional investors

Individuals and 
households

Capital market

Engagement Impact evaluation TBF*

Real asset market Companies

Management issues

Climate change  
Decarbonization

Sustainability
Governance

Finance & consulting

Broad-ranging services provided 
through trust functions Banking business

Asset management, 
asset administration, and real estate

Virtuous circulation of funds, assets, and capital

Added value provided by the SuMi TRUST Group

Our Approach to Climate Change

Awareness of climate change issues
Climate change is one of the most serious environmental issues 
that threaten the sustainability of the global economy and soci-
ety. Around the world, abnormal weather—including wind and 
fl ood damage in particular—is becoming ever more extreme, 
and the impact of this is starting to materialize: promoting in-
equality and poverty, which have a negative effect on the weak 
including developing countries, and becoming a fi nancial risk of 
traditional fi nancial businesses such as loan and insurance ser-
vices for companies, individuals, real estates and projects.

At the same time, to control global warming—the main cause 
of climate change—at a level consistent with the Paris Agreement, 
it is essential to develop new technologies which help reduce, 
absorb and utilize greenhouse gases and to socially implement 
them in various countries and regions. Financial institutions have 
a mission that includes not only responding to massive funding 
demands—which cannot be covered by fi nancial support from 
the government alone—but also organically integrating the 
knowledge and know-how of parties related to climate change 
such as companies, local governments and researchers and ac-
tively facilitating commercialization of them.

In addition, to resolve climate change issues, it is also nec-
essary to deal with complicated interests which derive from 
existing legal systems, life styles and corporate activities. It is 
therefore important to steadily promote the transition to a car-
bon-neutral society, while collaborating with a diverse range of 
stakeholders and considering the negative effects on the weak.

The Group's risks and opportunities
Given the above, we consider the most important factors that fa-
cilitate or inhibit the Group's value creation process to be issues 
of “materiality,” one of which is “ESG/Sustainable management,” 
which includes “climate change”. Under the Group's shared 
Action Guidelines for Mitigating Climate Change, we strive to 
maintain an appropriate awareness of risks and opportunities 
stemming from climate change, and—through our diverse lines 
of business as a trust banking group—we endeavor to minimize 
our negative impact while maximizing our positive effects.

More specifi cally, we have defi ned physical damage to social 
infrastructure and nature due to medium- to long-term climate 
change and abnormal weather (physical risks) as well as the rap-
id transition to a low-carbon society through changes of climate 
change-related policies, changes of market preferences/social 
norms, and technological innovations (transition risks) as climate 
change-related risks, and we strive to limit greenhouse gas emis-
sions due to our business activities while also implementing risk 
management and monitoring targeting our orderly investments 
and loans, which are governed by policies for specifi c sectors, 
etc. At the same time, we hope to contribute to the circulation of 
funds between individuals (households), companies, and inves-
tors, by providing investments and loans that promote the use 
and utilization of solar power, wind power, and other forms of 
renewable energy, creating new opportunities for investment—
such as in the establishment of locally produced and consumed 
renewable energy business—and making the Group's own in-
vestment a trigger.

*Technology-based Finance Team
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Chapter 2

Strategy

■

■

■

■

■

■

■

■

■

■

■

■

■

■

■

■

Contribution to realizing a carbon neutral society, utilizing SuMi TRUST Group’s functions

A bank or an asset management company independently 
engages in dialogue with various stakeholders and 

understands their challenges and needs

Communicate with various stakeholders (individual 
and multi stakeholder style)

Various sustainable financing
Impact equity investments
Decarbonization transition consulting
Impact evaluations
Technology-based finance (TBF)

Decarbonization-related equity funds*2

Impact investment funds*3

Sustainable balanced management*4

Improve ESG-related reporting
Support CASBEE*1 certification
Services to support purchasing non-fossil fuel 
certificates and GHG emissions measurement 
of entrusted real estates

Grasp each client’s present situation (GHG
emissions) and support formulating a plan to realize
carbon neutrality

Acquire new technologies and partners

Active participation in establishing a regional ecosystem

Promote information disclosures and discuss
governance system

Develop and provide products/services to realize
a carbon neutral society

Banking

Trust 
business

Investment 
Management

Awareness of Climate Change Risks

SuMi TRUST Bank scenario analysis
The Group has conducted scenario analysis to better under-
stand how transition and physical risks will affect our invest-
ment and loan portfolios in the future.

SuMi TRUST Bank considers scenario analysis to be a tool 
for confi rming the sustainability of our business model and 
strategy, confi rming effects on our management plan, and 
achieving climate change dialogue and engagement with 
clients, and we have started implementing initiatives based 
on portfolio characteristics, etc.

Regarding transition risks, in 2020, we began our analysis 

with the electric power sector, which accounts for a high per-
centage of carbon-related assets. In 2021, we selected the 
marine transportation sector, which is extremely important 
in terms of our investment and loan portfolios, conducted 
a fi scal-simulation-based scenario analysis, and exchanged 
opinions with clients.

Regarding physical risks, we conducted risk analyses as-
suming damage by river fl ooding as acute-risk-scenario 
analyses, targeting mortgage loans in 2020 and real estate 
non-recourse loans in 2022.

Engagement & Solutions
When pursuing these initiatives, the Group will en-
gage in sincere dialogue with various stakeholders 
regarding climate change issues and emphasize var-
ious approaches (engagement) based on a deep un-
derstanding and analysis of the relevant issues and 
needs. In addition, the Group will fully utilize its in-

ternal functions—including banking, trusts, real estate, 
asset management, and asset administration—to take 
on the challenge of developing and providing inno-
vative products and services (solutions), thereby con-
tributing to the transition of borrowers and investees 
as well as society as a whole.

*1:  Environmental performance evaluation system developed as a joint project with industry, government and academia, and supported by the 
Ministry of Land, Infrastructure, Transport and Tourism

*2:  Equity funds which invest in global companies active in decarbonization
*3:  Equity funds which aim to realize both measurable environmental/positive impact on the society as well as economic returns
*4:  Investment products for corporate pensions which make diversified investments in domestic and foreign bonds and stocks, while pursuing 

restraint of CO2 emissions in portfolios

■SuMi TRUST Bank's scenario analysis and initiatives until now

Risk type Sector Fiscal year Main analysis results

Transition risks Electric power sector FY2020 If electric power companies do not invest in renewable energy, their 
credit ratings will be downgraded by two to three notches on average.

Physical risks Mortgage loans FY2020 ¥7 billion increase in total credit costs compared to 2019.

Transition risks Marine transportation 
sector FY2021

There is a major difference in the fi nancial impact depending on the as-
sumed scenarios in terms of the carbon price, increase in costs due to 
the shift to alternative fuel, etc. We also exchanged opinions with bor-
rower and clients.

Physical risks Real estate sector
(non-recourse loans) FY2022

Limited effect on the credit rating. Issues include the need to refi ne the 
estimated amount of damage in the city center as well as potential risks 
that include damage to underground infrastructure and the effects of 
such damage becoming chronic.
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*1  The Intergovernmental Panel on Climate Change (IPCC): Established by the United Nations Environment Programme (UNEP) and World Meteorological 
Organization (WMO), this organization comprehensively evaluates and analyzes anthropogenic climate change, its effects, and policies to adapt to and 
mitigate it from a scientific, technical, and socioeconomic perspective and then recommends measures based on the results.

*2 Representative Concentration Pathways. The numbers, such as 2.6 and 8.5, indicate the global warming effect (called radiative forcing).

■Scenario analysis overview

Risk type Transition risks Physical risks

Risk details Policy and regulatory changes
Supply and demand changes Flood damage (river fl oods, storm surges (to be added))

Scenarios

NGFS scenarios
･Current Policies (3°C scenario)
･Below 2°C (1.6°C scenario)
･Net Zero 2050 (1.4°C scenario)
･Delayed Transition (1.6°C scenario)

IPCC*1 RCP2.6*2 (2°C scenario)
 RCP8.5 (4°C scenario)

Analysis targets Domestic sectors
Domestic corporations

Domestic real estate sector
Domestic real estate investment trusts (REITs) (to be 
added)

Analysis period Up through 2050 Up through 2100

Analysis indicators Amount of fi nancial impact on total credit costs Amount of fi nancial impact on total credit costs

Analysis results

Cumulative basis compared to Current Policies
･Below 2°C: -¥1.2 billion
･Net Zero 2050: +¥9.2 billion
･Delayed Transition: +¥13.5 billion

Even if every property owned by each REIT sustains dam-
age expected to occur only once in 500 years—based on the 
RCP8.5 scenario—damage is expected to be limited to a maxi-
mum of approximately ¥20 million on a single year basis.

Scenario Assumptions, etc.

NGFS scenarios Orderly Net Zero 2050
A scenario that limits global warming to 1.5°C through 
stringent regulations and innovation, reaching net zero 
CO2 emissions by around 2050

Below 2°C
A scenario that gradually increases the stringency of reg-
ulations, giving a 67% chance of limiting global warming 
to below 2°C

Disorderly Delayed Transition
A scenario that assumes that GHG emissions do not de-
crease until 2030, which means strong policies would 
then be needed to limit global warming to below 2°C

Hot house world Current Policies A scenario that assumes that only currently implemented 
policies are maintained, leading to high physical risks

IPCC scenarios RCP2.6 scenario

A stringent scenario aimed at limiting the future global 
temperature rise to below 2°C. Under this scenario, the 
global temperature is predicted to rise by 0.3 to 1.7°C 
by 2100 (compared to before industrialization).

RCP8.5 scenario

An extremely high GHG emission scenario. Under this 
scenario, the global temperature is predicted to rise by 
2.6 to 4.8°C by 2100 (compared to before industrializa-
tion).

For our most recent transition risk analysis, we expand-
ed the target sectors to include all domestic sectors and 
the target borrowers to include all domestic corporate 
borrowers (loan balance: ¥16,905.6 billion), and we 
conducted a simulation of changes in credit ratings up 
through 2050 for each NGFS (Network of Central Banks 
and Supervisors for Greening the Financial System) cli-
mate change scenario to analyze potential effects on to-
tal credit costs. Regarding our analysis method, we con-
ducted a credit-rating simulation analysis that combined 
a top-down sector-level analysis covering every sector, 
with a bottom-up fi scal simulation analysis at the indi-
vidual company level covering sectors judged to have 
a high transition risks according to our climate change 
transition risk sector heat map (see page 38).

For our most recent physical risk analysis, we se-
lected real estate investment trusts (REITs) (loan bal-
ance: ¥840.9 billion) from the real estate sector as 
the target, we added storm surges to the river flood-

ing conventionally included in the acute risk targets, 
and we utilized our property data to analyze the fi-
nancial impact of climate change up through 2100.

Based on our analysis, in terms of our transition risk 
analysis, we found that, compared to the Current Pol-
icies (3.0°C) scenario, total credit costs will increase 
by ¥9.2 billion on a cumulative basis by 2050 in the 
case of the Net Zero 2050 (1.4°C) scenario and by 
¥13.5 billion in the case of the Delayed Transition 
(1.6°C) scenario. Similarly, in the case of the Below 
2°C (1.6°C) scenario, we calculated that total credit 
costs will decrease by ¥1.2 billion.

In terms of our physical risk analysis, we found that 
the effect on total credit costs would be limited to 
around ¥20 million even if it is assumed that all prop-
erties are suffered damage by a disaster expected to 
occur only once in 500 years at the same time. 



■Expected carbon price (carbon tax) assumed for each NGFS scenario
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Analysis results
Compared to the Current Policies (3.0°C) scenario, our 
results indicated a cumulative increase in total credit 
costs by 2050 of ¥9.2 billion in the case of the Net Zero 
2050 (1.4°C) scenario. Similarly, our results indicated a 
cumulative decrease of ¥1.2 billion in the case of the 
Below 2°C (1.6°C scenario). Finally, in the case of the De-
layed Transition (1.6°C scenario)—which assumes delays 
in promoting decarbonization initiatives and a rapid rise 
in the carbon tax—our results indicated an increase of 
¥13.5 billion, a major difference compared to the other 
cases. Even considering the above, our current simula-
tion results suggest a relatively minor fi nancial impact.

Future issues
Based on our analysis, because the carbon price (carbon 
tax) level differs considerably between NGFS scenarios, 
there is a tendency for sectors and companies with high 
GHG emissions to face a heavy burden, with high total 
credit costs as a result.

In terms of the burden of decarbonization-related capi-
tal investment as well as research and development costs, 
we will continue endeavoring to make our analysis more 
sophisticated, such as by suitably incorporating positive 
aspects, including mitigation effects of carbon taxes, gov-
ernment subsidies that use carbon taxes as funds, and 
competitive advantages in the market. In this sense, we 
will reaffi rm the importance of engaging with clients to 
gain a suitable understanding of risks and provide sup-
port to help facilitate the transition to a decarbonized so-
ciety.
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■Transition risk analysis process

Climate change scenarios Current Policies / Below 2°C / Net Zero 2050/ Delayed Transition

Main applied factors Increased carbon tax burden Increased emission reduction costs Changes in supply and de-
mand and market shares

Impact on corporate 
fi nance

Income Costs Debt

Credit rating fl uctuations

Financial impact on 
SuMi TRUST Bank

Credit-rating transitions by sector, etc.

Increased total credit costs

(1) Transition risk

Process
Changes in policies, regulations, and the industrial struc-
ture caused by the transition to a decarbonized society 
are assumed to change the carbon price (carbon tax) and 
supply and demand, thereby affecting the business of cli-
ents. For our recent scenario analysis, we assumed that our 
exposure as of the end of September 2022 will remain un-
changed up through 2050, and we simulated the effects on 
the credit ratings and total credit costs of borrowers in the 
case of each climate change scenario.

Note that, for this simulation, we selected a sample of 
borrowers in each sector, performed calculations to de-
termine credit-rating transitions based on fi nancial data, 
expected emission data, etc., and estimated the overall 
sector credit-rating transitions based on this. Individual 
factors—such as assumed future business model chang-
es as well as capital investment plans aimed at achieving 
decarbonization and their effects—were not incorporated 
into this simulation.

(Source)  NGFS Climate Scenario Database, REMIND model
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■Physical risk analysis process

Climate change scenarios IPCC  RCP2.6  /  RCP8.5

Estimation of direct and indirect loss 
amounts

Frequency of occurrence and impact (inundation depth) (estimated in collabora-
tion with MS&AD InterRisk Research & Consulting)

×
Damage ratio, number of days of business suspension/stagnation (see the Ministry of Land, Infra-

structure, Transport and Tourism's Manual for Economic Survey on Flood Control.)

Analysis of effects on borrower credit-
worthiness

Analysis of the damage in the case of a disaster 
expected to occur only once every 500 years

Analysis of effects on all owned prop-
erties

Analysis of effects of climate change 
by Property type and region

Process
For this analysis, we collaborated with MS&AD InterRisk 
Research & Consulting, and—based on the location infor-
mation of individual properties—we used Jupiter Intelli-
gence's Climate Score Global (CSG) model to estimate 
the probability of damage due to river fl oods and storm 
surges as well as the extent of such damage (inundation 
depth) based on the geography, changes in precipita-
tion, etc. Based on the above, we used the Ministry of 
Land, Infrastructure, Transport and Tourism's Manual for 

Economic Survey on Flood Control to apply the inunda-
tion-depth-specifi c physical building damage rates (di-
rect impact) and business suspension periods (indirect 
impact) to our analysis in order to simulate the LTV (Loan 
to Value, ratio of debt to asset value) and credit ratings.

In addition to analyzing the fi nancial impact of chang-
es in REIT creditworthiness on SuMi TRUST Bank, we also 
used data on all properties to analyze the degree of the 
impact of climate change by property type and region.
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Analysis results
• Effects on borrower creditworthiness
For simplifi ed analysis of the fi nancial impact assuming 
a stress scenario, we calculated the losses we could ex-
pect if every REIT-owned property were hit by a disaster 
(fl oods, storm surges) expected to occur only once in 
500 years at the same time, and we applied this to the 
LTV to analyze the resulting effect on credit ratings. As a 
result, we found that there would only be a minor effect 
on the total credit costs due to decreased credit ratings, 
estimated to be no more than around ¥20 million even in 
the IPCC RCP8.5 (4°C) scenario. In practice, because the 
properties owned by REITs are diversifi ed in their respec-
tive regions, there is little possibility of them being hit by 
a disaster at the same time, which means that there would 
likely be even less of an effect on creditworthiness in the 
event of damage due to an acute risk.

• Analysis of owned properties overall
We used the same approach for all the properties 
owned by REITs to estimate the expected damage ra-
tio (event probability x damage ratio) in the case of the 
IPCC RCP2.6 (2°C) versus the IPCC RCP8.5 (4°C) climate 
change scenario up through 2100 in order to analyze 
changes over time by Property type.

When we look at the changes over time, we can see 
that, compared to river fl oods, storm surges have a larg-
er impact, with a rapid increase starting in 2040 in the 
case of the IPCC RCP8.5 (4°C) scenario in particular.

When we look at the results by property type, we can 
see that—due to location characteristics—logistic facilities 
and suburban commercial facilities are exposed to rela-
tively higher risk of fl ood damage.

(2) Physical risk

■Expected damage ratio over time (overall weighted average)

Acute risk of river floods and storm surges in the 2°C scenario versus the 4°C scenario



■  Acute risks by climate change scenario (river floods)
(expected damage ratio and number of days of business suspension 
in 2100)
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Future issues
･  For this physical risk analysis, we assumed that each 

REIT suffers the maximum disaster-related losses, but—
given the disaster-risk correlation between properties 
as well as the fact that property damage differs de-
pending on the type of the property even assuming 
the same inundation depth—we believe it is necessary 
to conduct a credit risk simulation based on the con-
sideration of these and other factors.

･  In addition, given that natural disasters are expected 
to increase in terms of both frequency and severity 
due to global warming, we have become more aware 
of the need to effectively communicate with clients—
including suitably evaluating risk mitigation measures 
taken for individual properties to deal with possible 
disasters (both tangible measures that include setting 
up fl oodwalls and drainage equipment and intangible 
measures that include BCP formulation)—and to pro-
vide fi nancial support simultaneously.

･  For our property type analysis, because our trial calcu-
lations were based on the assumption that taller build-
ings would have a lower damage ratio than shorter 
ones, our results suggest a relatively minor effect on 
offi ce properties. However, we still do not understand 
the effects of disasters that we have not yet experi-
enced, for example, caused by possible storm surges 
and river fl oods in urban areas: cases where under-
ground structures suffer severe damage, cases where 
regional infrastructures are affected as a whole, and 
differences between regions in terms of restoration 
costs and capacity to bear the related fi nancial burden.

Simulations at disasters utilizing digital technologies 
including simulations of the Integrated Engineering 
System Research and Development Partnership*, which 
SuMi TRUST Bank joins,—and we will work on both accu-
mulating data and improving our analysis.

*  A collaborative project involving the participation of private companies 
that include general contractors, infrastructure, consulting, IT, and financial 
institutions as well as researchers from Kobe University, the University of 
Tokyo, other universities, the RIKEN Center for Computational Science, 
the Japan Agency for Marine-Earth Science and Technology, and other 
research institutes in order to a) build a multi-scenario simulation model 
based on integrated analysis technology by automatically extracting and 
integrating necessary data from a diverse set of attribute data and b) use 
this model to pursue research and development related to technologies 
aimed at increasing the robustness of city disaster prevention efforts.
The aim is to achieve a more sophisticated city disaster prevention simula-
tion by utilizing digital twin technology (obtaining information that exists in 
the real world (physical space) and then reproducing a copy of this infor-
mation in the virtual world (digital space)).

(3) Towards future scenario analysis
SuMi TRUST Bank's portfolios have a relatively high 
degree of exposure to corporations—especially large 
ones—as well as real estate finance, project finance, 
and other asset finance.

In the future, we plan to conduct an analysis focused 
on physical risks related to renewable energy project 
finance, including solar and wind power, which are 
becoming more important in terms of SuMi TRUST 
Bank's asset finance portfolios.

■  Acute risks by climate change scenario (storm surges)
(expected damage ratio and number of days of business 
suspension in 2100)
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Climate-related portfolio analysis by Sumitomo Mitsui Trust Asset Management
Sumitomo Mitsui Trust Asset Management (SMTAM) evalu-
ates risks of managed assets related to climate change by 
asset class first, and then integrating the asset classes and 
evaluate all owned assets. SMTAM uses two assessment 
methods: (1) a fixed-point analysis based on information 
disclosed by companies in our portfolios as well as actu-
al values and (2) a transition path analysis based on future 
climate change scenarios. An overview of the results of an-
alyzing the domestic and foreign stocks and bonds man-
aged by SMTAM is provided below. Note that an external 
organization's*1 data and analysis methods were used for 
this analysis (reference date: June 30, 2022).

1. Fixed-point analysis (GHG emissions, etc.)
This is an attempt to ascertain the status of GHG emis-
sions and other conditions at a fixed point in time, based 
on investee companies’ disclosure data and other infor-
mation.

Our analysis considered domestic and foreign stocks 
and bonds, and the total carbon emissions (Scope 1 and 
2) for each asset were both below the benchmark and 
lower than last year (as of the end of June 2021). Howev-

er, regarding Scope 3, emissions increased from the pre-
vious year in three types of assets except foreign bonds, 
affected largely by changes in the external organization 
methodology (the use of values announced by compa-
nies that fulfilled the conditions, the subdivision of indus-
try categories in the estimation model and the expansion 
of target categories for estimation). The effect on domes-
tic stocks was especially large, and total emissions (Scope 
1, 2, and 3) did an about-face compared to the previous 
year, ending up slightly higher than the benchmark. The 
utilities and materials sectors continued to account for a 
large portion of the total for each asset in terms of emis-
sions by industry.

At the same time, as was also the case last year, the 
weighted average carbon emissions (emissions per unit 
of sales, Scope 1 and 2) are also lower than the bench-
mark for each asset. The large value of domestic bonds is 
likely due to the large share of the utilities sector, includ-
ing electric power companies. Although foreign stocks 
are also large in value, this could be due to the relatively 
large holdings of stocks issued by companies in the utili-
ties and materials sectors in China and Asia.
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2022/2023 TCFD Report 16

Chapter 2

Strategy

Materials Utilities Energy Capital goods General consumer 
goods

Daily 
necessities

Information 
technology

Finance Other

Portfolio

Benchmark

Domestic
stocks

Portfolio

Benchmark

Domestic
bonds

Portfolio

Benchmark

Foreign
stocks

Portfolio

Benchmark

Foreign
bonds

Domestic
stocks

Domestic
bonds

Foreign
stocks

Foreign
bonds

Portfolio

Benchmark

Portfolio

Benchmark

Portfolio

Benchmark

Portfolio

Benchmark

0 20 40 60 80 100 120 140 160

(Unit: million tCO2e)

148.1

147.9

5.3

10.0

60.3

61.1

1.5

3.7

Scope1+2 Scope3

Domestic
stocks

Domestic
bonds

Foreign
stocks

Foreign
bonds

100％80％60％40％20％0％

0 100 200 300 400

93.5

95.5

159.0

405.8

182.1

189.0

78.2

196.4

20%

40%

60%

80%

100%

120%
Passive investment strategy

SDS: Sustainable Development Scenario APS: Announced Pledges Scenario STEPS: Stated Policy ScenarioPortfolio

20
22

20
23

20
24

20
25

20
26

20
27

20
28

20
29

20
30

20
31

20
32

20
33

20
34

20
35

20
36

20
37

20
38

20
39

20
40

20
41

20
42

20
43

20
44

20
45

20
46

20
47

20
48

20
49

20
50

Active investment strategy

20
22

20
23

20
24

20
25

20
26

20
27

20
28

20
29

20
30

20
31

20
32

20
33

20
34

20
35

20
36

20
37

20
38

20
39

20
40

20
41

20
42

20
43

20
44

20
45

20
46

20
47

20
48

20
49

20
50

20%

40%

60%

80%

100%

120%

(Unit: tCO2e/million USD)

Materials Utilities Energy Capital goods General consumer 
goods

Daily 
necessities

Information 
technology

Finance Other

Portfolio

Benchmark

Domestic
stocks

Portfolio

Benchmark

Domestic
bonds

Portfolio

Benchmark

Foreign
stocks

Portfolio

Benchmark

Foreign
bonds

Domestic
stocks

Domestic
bonds

Foreign
stocks

Foreign
bonds

Portfolio

Benchmark

Portfolio

Benchmark

Portfolio

Benchmark

Portfolio

Benchmark

0 20 40 60 80 100 120 140 160

(Unit: million tCO2e)

148.1

147.9

5.3

10.0

60.3

61.1

1.5

3.7

Scope1+2 Scope3

Domestic
stocks

Domestic
bonds

Foreign
stocks

Foreign
bonds

100％80％60％40％20％0％

0 100 200 300 400

93.5

95.5

159.0

405.8

182.1

189.0

78.2

196.4

20%

40%

60%

80%

100%

120%
Passive investment strategy

SDS: Sustainable Development Scenario APS: Announced Pledges Scenario STEPS: Stated Policy ScenarioPortfolio

20
22

20
23

20
24

20
25

20
26

20
27

20
28

20
29

20
30

20
31

20
32

20
33

20
34

20
35

20
36

20
37

20
38

20
39

20
40

20
41

20
42

20
43

20
44

20
45

20
46

20
47

20
48

20
49

20
50

Active investment strategy

20
22

20
23

20
24

20
25

20
26

20
27

20
28

20
29

20
30

20
31

20
32

20
33

20
34

20
35

20
36

20
37

20
38

20
39

20
40

20
41

20
42

20
43

20
44

20
45

20
46

20
47

20
48

20
49

20
50

20%

40%

60%

80%

100%

120%

(Unit: tCO2e/million USD)

2. Transition path analysis

Transition pathway analysis assesses how the portfolio’s cli-
mate change risks will change in the face of different scenar-
ios for future climate change. The estimates of the portfo-
lio’s future GHG emissions are compared with the projected 
carbon budgets calculated according to different climate 
change scenarios, and this produces an assessment of the 
portfolio’s compatibility with different climate change sce-
narios (climate resilience). The evaluation is based specifi-
cally on three scenarios: the International Energy Agency's 
(IEA's)*7 SDS*8 (Sustainable Development Scenario), STEPS 
(Stated Policy Scenario), and APS (Announced Pledged Sce-
nario).

For this report, we decided to separately disclose our 
analysis for our passive investment strategy and active in-
vestment strategy. Our analysis confirms that the total emis-
sions of all SMTAM-managed assets (domestic and foreign 
stocks and bonds) are likely to reach the level permitted 
under the SDS scenario in 2035 in the case of our passive 
investment strategy and in 2039 in the case of our active 
investment strategy. Last year, we confirmed that the total 
emissions of all managed assets (active investment strategy 
+ passive investment strategy) were likely to reach the lev-
el permitted under the SDS scenario by around 2032, but 
there have been improvements since then. The relative in-
feriority of our passive investment strategy is due to the fact 
that, compared to our active investment strategy, we own a 
larger share of stocks and bonds in the domestic and for-
eign (especially Asia) utilities and materials sectors.

Based on our overall analysis results until now, in order 

to effectively reduce greenhouse gases emitted as a result 
of SMTAM-managed assets, we believe it is important to do 
two things for domestic and foreign stocks by assets as well 
as investee companies in the materials, utilities, and energy 
sectors over all assets: a) further enhance initiatives aimed 
at addressing climate change issues through engagement 
and the exercising of voting rights and b) identify invest-
ment opportunities by considering climate change-related 
risks and opportunities and then present such opportunities 
to clients.
*1 ISS (Institutional Shareholder Services)
*2 Based on Scope 1, 2, and 3
*3 Based on Scope 1 and 2
*4 The benchmarks are as follows:

Domestic stocks: TOPIX
Domestic bonds: NOMURA-BPI Overall (corporate bonds only)
Foreign stocks: MSCI-ACWI (ex-Japan)
Foreign bonds: Bloomberg Global-Aggregate (excluding Japan) (corpo-
rate bonds only)

*5  Adjusted for each asset. Calculated on the basis of assets owned by 
SMTAM against the corporate value.

*6  All industries except fossil fuel producing industries: Scope 1 and 2
Fossil fuel producing industries: Scope 3, Electric power: Scope 1

*7  International Energy Agency (IEA): An autonomous agency set up under 
the framework of the OECD that handles tasks including conducting sur-
veys, research, etc. related to energy policies.

*8  Sustainable Development Scenario (SDS): A scenario aimed at sustain-
able development of the world. This scenario is aligned with the goal 
of the Paris Agreement to stay well below +2 degrees Celsius and limit 
global warming to +1.5 degrees Celsius. 
Stated Policy Scenario (STEPS): A scenario for achieving policy measures 
and for achieving the goals stated by the government (+2.6 degrees 
Celsius at the end of this century).
Announced Pledges Scenario (APS): A scenario of announced pledges, 
and that assumes that various countries fulfill the ambitious targets they 
have declared (+2.1 degrees Celsius at the end of this century).



3. Survey of climate-related targets
Before, SMTAM confirmed that there are more than a few 
investee companies in the managed asset portfolio that 
are not actively addressing climate change issues. We 
therefore consider it important to increase the number 
of investee companies that have set ambitious targets 
and are committed to the SBTs*9 or have obtained SBT 
accreditation, and we actively approach investee com-
panies in this regard. Based on the results of this survey, 
the percentage of companies with SBT accreditation in-
creased from 18% to 30% year-on-year in the case of do-
mestic assets and from 23% to 32% in the case of foreign 
assets. At the same time, the percentage of companies 

with no targets decreased from 37% to 30% year-on-
year in the case of domestic assets and from 27% to 19% 
in the case of foreign assets, suggesting great overall re-
sults. We will continue working to keep this trend going.
*9  SBT (Science Based Targets): GHG emission reduction target set by com-

panies for the next 5 to 15 years, according to the standards specified by 
the Paris Agreement. The numbers must be consistent with the indicators 
required by the latest weather science. SBT is implemented as one of the 
WMB (We Mean Business) initiatives, and is established and operated by 
WMB organizations such as the World Resources Institute (WRI) and CDP.
SBT accreditation: Having targets accredited by the organization men-
tioned above. Even after accreditation, the amount of emissions and the 
progress made on the measures must be disclosed every year, and the 
adequacy of the targets must be checked periodically.
SBT commitment: committing to setting SBT targets within two years
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Collaborative survey with the Japan Research Institute
During the seven-month period from September 
2021 to March 2022, SMTAM conducted a collabora-
tive survey with the Japan Research Institute in order 
to promote the formulation of strategies to contrib-
ute to the achievement of carbon neutrality in Japan, 
including “promoting engagement offering added 
value” and “finding investment opportunities”. Japan 
Research Institute researchers with expert knowl-
edge in the climate change field, SMTAM corporate 
analysts specialized in the industry, and ESG special-
ists combined their know-how to conduct the survey 
by following the steps below.

(1)  Confirming the current situation of the GHG emis-
sions of the SMTAM 200 companies*10

•  Confirming the gap between the Japanese govern-
ment's GHG reduction targets (top-down scenario) 
and the reduction plans of the SMTAM 200 compa-
nies (bottom-up scenario)

•  Confirming composition ratios by industry and 
Scope

(2)  Conducting scenario analysis aimed at reducing 
the GHG emissions of the SMTAM 200 compa-
nies

(3)  Identifying priority areas (industries, technolo-
gies, etc.) aimed at the achievement of govern-
ment targets by the SMTAM 200 companies

(4)  Identifying the SMTAM carbon neutrality strate-
gy (summary)

SMTAM believes that—to help ensure reliable transi-
tion progress in the name of achieving carbon neu-
trality by 2050—it is important for investee companies 
to set ambitious targets and for them to disclose in-
formation about this. We also believe that it is nec-
essary to set 2030 interim reduction targets as a way 
to cross the considerable bridge leading to carbon 
neutrality. However, we are also aware of the fact that 
there are many companies that have not formulated 
specific transition plans, business plans, or funding 
plans even if they have set interim reduction targets. 
It is necessary for each company to aim to achieve 
a decarbonized society and increase the accuracy 
with which they attempt this without compromising 
their economic performance. As an example, in an-
ticipation of the GHG emission reduction targets for 
2030 and 2050, it is necessary to adopt a longer-term 
perspective than ever before and formulate business 
and investment plans based on ten-year periods. 
SMTAM hopes to help realize initiatives and provide 
support through engagement based on an accurate 
understanding of the different situations and busi-
ness environments faced by investee companies. We 
believe that it is the role of SMTAM to help achieve 
carbon neutrality by 2050 by providing support for 
corporate initiatives aimed at the realization of car-
bon neutrality through the provision of the transi-
tion funds necessary for investee companies to take 
steady action, and, by fulfilling our role, we will work 
with investee companies to help bring about the ma-
jor transformation of social and industrial structures 
that carbon neutrality demands.

*10 200 domestic-stock investee companies with high GHG emissions



■ Expected carbon neutrality investment in Japan by 2030
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Major investment field ¥17 trillion per year

Power decarbonization/fuel switching Approximately ¥5 trillion

Manufacturing process decarbonization, etc. Approximately ¥2 trillion

End use Approximately ¥4 trillion

Infrastructure development Approximately ¥4 trillion

Research and development, etc. Approximately ¥2 trillion

Nikko Asset Management’s climate-related portfolio analysis

While TCFD recognizes the challenges and limitations of 
current carbon footprint indicators, it recommends us-
ing weighted average carbon intensity. 

The table below shows the major active equity strat-
egies and overall domestic equity funds, managed by 
Nikko Asset Management (Nikko AM) as of the end of 
December 2021, as well as the weighted average car-

bon intensity (WACI) of their benchmarks. Of these, 
overall domestic equity investment accounts for ap-
proximately 43% of Nikko AM's overall managed assets 
(approximately ¥31 trillion), and its weighted carbon in-
tensity (80.5 t-CO2e/US$ 100 million) is lower than the 
benchmark (90.3 t-CO2e/US$ 100 million).

We are aware that there are currently industry-wide 
issues related to analyzing managed assets, including 
the necessary data and suitable analysis methods. Nikko 
AM will therefore continue to pay close attention to the 
progress of information disclosure by companies as well 
as global trends in analysis methods.

In this field, there is rapid progress in terms of the de-
velopment of analysis tools for handling various climate 
change risks, including transition and physical risks. Al-
though the macro-level effects of climate change are 

becoming clearer thanks to the research of experts on 
the front line, there is still a high degree of uncertainty 
at the regional and corporate levels, and issues remain 
regarding the quality of environmental data disclosed 
by companies as well. Nikko AM is well aware of this 
and has therefore finished verifying and introducing var-
ious scenario analysis tools while also promoting the in-
creased sophistication of analysis and disclosure related 
to climate change.

Awareness of Climate Change Opportunities

As social and industrial structures start to radically transform to achieve a decarbonized society, a huge amount of funds 
has become necessary for technological development and capital investment. According to trial calculations by the 
Japanese government, Japan alone will require ¥150 trillion in funds by 2030.

Approximately ¥150 trillion 
in ten years

(with ¥20 trillion expected to be covered by 
the issuance of GX transition bonds (govern-
ment bonds) and the remaining ¥130 trillion 

expected to be covered by private investment)

(Source) Clean Energy Strategy, Ministry of Economy, Trade and Industry

Representative Funds Benchmark

Portfolio 
WACI

(tCO2e/US$M 
Sales)

Benchmark 
WACI

(tCO2e/US$M 
Sales)

Global Equity MSCI ACWI 34.4 136.1

Asia Equity (ex Japan) MSCI AC Asia ex Japan 292.1 277.8

China Equity CSI 300 148.9 235.1

New Zealand Equity S&P/NZX 50 Index Gross with Imputation 107.7 119.3

Japan Equity Growth TOPIX Total Return Index 83.5 90.3

Japan Equity Fundamental Value TOPIX Total Return Index 119.1 90.3

Japan Equity Core TOPIX Total Return Index 83.4 90.3

Japan Equity Research Active TOPIX Total Return Index 108.9 90.3

Japan Equity Enhanced Index TOPIX Total Return Index 62.3 90.3

Overall domestic equity investment TOPIX Total Return Index 80.5 90.3
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The demand for the huge amount of funds necessary 
to achieve a decarbonized society simultaneously 
leads to the provision of both products that are ap-
pealing to institutional investors in a low-interest-rate 
environment and investment opportunities in re-
sponse to the asset formation needs of households 
and individuals in an age of 100-year life.

Our Group aims to help achieve a decarbonized so-
ciety as we respond to the funding demand of such 
companies to facilitate improved corporate value and 

then take advantage of the results to achieve the virtu-
ous circulation of funds, assets, and capital for individ-
uals/households and institutional investors. To achieve 
this virtuous circulation in a sound way, we believe it 
is important to actively provide impact evaluations in 
order to visualize the social impact creation process 
of carbon neutrality, etc. and not only to support the 
decision-making and impact management of compa-
nies engaged in capital investment but also remain 
accountable to the investors who supply the funds.

Importance of impact business

Business initiatives related to climate change

Institutional
investors Companies 

Asset formation 

Asset 
administration 

Inheritance 
and gifts

Management issues 
・Climate change, 
  decarbonization
・Sustainability

Investment in the capital market

Investment in the real asset market (real estate, infrastructure, etc.)

Dividends

Principal and interest

Impact investing
ESG investing

Green deposits

Consulting for environmentally friendly property
Consulting for management for sustainability

Impact evaluation

Engagement 

Funding

Consulting

Engagement

Asset 
management

Banking
services

Sustainability-related finance 
Technology-based finance

Wide range of services through 
trust functions

Provide solutions to 
increase corporate value 

Stock transfer agency services 
(dividends)

InvestmentInvestment

Asset administration and mediation

Individuals and households

The SuMi TRUST Group’s Impact Business

The Group defi nes its purpose (reason for existence) as 
follows: creating new value with the power of trusts and 
let prosperous future for our clients and society bloom.

The Group defi nes the following as impact business: 
any business that aims to create environmental, social, 
and economic value in a balanced manner by devel-
oping new markets and new investment opportunities 
through the use of not only our investment and loan 

functions but also the asset management and asset ad-
ministration businesses unique to a trust banking group, 
all in the name of working towards the decarbonization 
of society. In addition, as described in “Various climate 
change business initiatives” (see page 22), we are in-
volved in various types of impact business to create so-
cial value.



*3  Highly carbon-intensive sectors are 9 sectors to which targets should be set with priority according to the NZBA guideline: agriculture, aluminum, cement, coal, commercial/residential real estate, 
steel, oil/gas, power generation, transportation.

*4  Targeting 43 trillion yen, 50% of 85 trillion yen of total managing assets as of Jun.30, 2021. Excluded managing assets are sovereign bonds, etc., for which a method to calculate has not been estab-
lished yet but will be successively added as target assets, when a method is established from now on.

*5  Targeting 13 trillion yen, 43% of 31 trillion yen of total managing assets as of Dec.31, 2021.
*6  Sustainable financing is a general term for financial services to businesses and clients which contribute to solving environmental/social issues based on international standards such as the Green 

Bond Principle and the Social Bond Principle. Initially SuMi TRUST Bank set the target to tackle to a total of 5 trillion yen, but has changed to a total of 10 trillion yen including 2.5 trillion yen by 
impact equities since FY2022, responding to expanding financial needs for accelerated environmental/climate change.

FY2020 FY2021 FY2022 ・・・ FY2030 FY2040 FY2050
❶ Net zero GHG Emissions in inv. & loan portfolio (NZBA) Net Zero

Electricity (g-CO2eq/kWh) 249 ≫ 138～173
Oil/Gas Set by Mar. 31, 2023
Other Highly Carbon Intensive Sectors*3 Successively set by Sep. 2024

❷ Net zero GHG Emissions in investment portfolio (NZAMI) Net Zero

SuMi Trust Asset Management ≫ Halve emission intensity for 50% 
of managed assets*4 from 2019

Nikko Asset Management ≫ Halve emission intensity for 43% of 
managed assets*5 from 2019

❸ Total amount of cumulative sustainable financing*6 0.83trillion yen ≫ Total 10 trillion yen
❹ Loan balance for coal-burning power plants

Loan for projects 142.7 billion yen ≫ Halve from Mar. 2020 Zero
Corporate loans （new/expansion） 20.1 billion yen ≫ Zero

❺ Net Zero GHG Emissions of SuMi TRUST Group Completed shift to electricity from renewable 
sources in domestic branch offices of the trust bank ≫ Net Zero

❻ Strengthen risk control set-up
Scenario analysis

Transition risk
Elect. utilities 

sector
Shipping  

sector
• Simple analysis per sector
• Detailed analysis of each energy company

Successively expand targeted sectors for specific analyses

Physical risk Mortgage loans • National real estate finance Start analysis of national project finances and others successively
GHG Emissions in loan & investment portfolios Initial trial calculation • Successively set and update measurement Continuous review and enhancement

Manage portfolio
(Revision of Sector Policy)

Clarify trades 
banned/to 

note

•  Prohibition of new or expansion lend-
ing for coal-burning power plants 
and credit transactions with coal-fired 
power generation companies that do 
not have existing credit transactions

• Clarify transition supports

Continuous review and enhancement
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Transition Plan to Achieve Carbon Neutrality

To help resolve GHG reduction and other social issues 
that are becoming increasingly urgent around the world, 
the Group declared its Carbon Neutral Commitment in 
October 2021 and joined the NZBA to promote steady 
progress toward achieving carbon neutrality. In addi-
tion, SMTAM and Nikko AM joined the NZAMI—a glob-
al initiative of asset management companies aimed at 
ensuring net-zero GHG emissions by investee compa-
nies by 2050—in July and November 2021, respective-
ly, and they will strive to help achieve this by 2050. As 
institutional investors involved in global asset manage-
ment, both companies are considering measures aimed 
at achieving net-zero GHG emissions of their investee 
companies.

Regarding the GHG emissions of our investment and 
loan portfolios, we have formulated and are gradually 
disclosing interim reduction targets in line with the NZBA 
framework. In October 2022, we disclosed the interim 
reduction targets for the electric power sector, the first 
sector we have disclosed. As our second disclosed sec-
tor, we plan to disclose targets for the oil and gas sector 
by March 2023. In addition, along with formulating inter-
im reduction targets, we also built a risk management 
framework for monitoring the reduction situation, etc. 
On top of that, although our target of achieving a bal-
ance of zero for coal-fired power plant loans by FY2040 
has only included project finance until now, we added 
corporate finance (new/expansion). By accelerating 

these activities, we are aiming to achieve net-zero GHG 
emissions in our investment and loan portfolios.

We are promoting the steps necessary for our Group's 
target of achieving net-zero GHG emissions by 2030. 
First, to reduce emissions due to the use of power—
which accounts for a lot of the Group's GHG emissions—
we are promoting the switch to corporate PPAs.*1 We 
are also promoting the reduction of GHG emissions not 
related to power use, such as by promoting the switch 
from internal-combustion to low-emission company 
cars. In terms of SuMi TRUST Bank's domestic offices, 
we also took the above steps and utilized non-fossil cer-
tificates*2 to achieve a 100% renewable energy rate in 
August 2022.

To achieve net-zero GHG emissions of their asset man-
agement portfolios by 2050, both SMTAM and Nikko AM 
have formulated and disclosed 2030 interim reduction 
targets in line with the NZAMI framework. To achieve 
both net-zero emissions and their interim reduction tar-
gets, they are also conducting engagement activities in 
cooperation with international initiatives.
*1  Corporate PPA: A long-term agreement by a consumer to purchase 

renewable-energy power from a power producer (a power purchase 
agreement). Offsite corporate PPAs use a model that involves the estab-
lishment of power generation facilities at a location distant from the 
demand location to supply power to the final consumer through a power 
retailer.

*2  A certificate showing that environmental value has been achieved by 
generating electricity from sources that do not emit CO2. SuMi TRUST 
Bank obtains non-fossil certificates based on the tracking of pow-
er-source information for power generation facilities, which brings envi-
ronmental value.

Initiative example details are provided below. In addition, for details on each indicator, see Chapter 4: Metrics and Targets.

■ Road Map toward Carbon Neutrality　



Climate Change21

The Group aims to achieve net-zero GHG emissions in 
our investment and loan portfolios by the year 2050. To 
strengthen that commitment, we have joined the UNEP 
FI-convened NZBA (Net-Zero Banking Alliance).

Regarding our 2030 sector-specific interim reduction 
targets—in line with the NZBA framework—we disclosed 
our electric power sector information in October 2022 
and plan to also disclose our oil and gas sector infor-
mation before the end of FY2022. In addition, we will 
disclose our information on the other seven NZBA-spec-
ified sectors by the end of September 2024. Similarly, we 
are planning to disclose our specific transition plans for 
our sector-specific interim reduction targets, including 
the electric power sector by October 2023 and the oil 
and gas sector before the end of FY2023. The Group's 
policy is to strive to dialogue (engage) with companies 
based on our interim reduction targets and specific tran-
sition plans in order to support the plans of clients to 
achieve carbon neutrality.

In addition, SuMi TRUST Bank has set long-term targets 
for sustainable finance* and aims to handle a cumulative 
total amount of ¥10 trillion from FY2021 to FY2030. 

In terms of sustainable finance initiatives, starting this 
fiscal year, we set impact equity investment targets by uti-
lizing the capital surplus created by selling cross-share-
holding shares. We will also enhance our equity invest-
ment in corporate fund projects and other projects that 
have a positive impact on society and the environment. 
Our policy is to expand our investment-target fields to 
include not only renewable energy (solar/wind power, 
etc.)—a field in which SuMi TRUST Bank already has a 
track record of strong investment performance—but also 
next-generation technologies expected to have a medi-
um- to long-term impact (hydrogen, storage batteries, 
smart mobility, next-generation healthcare, fintech, etc.). 
By FY2030—in addition to our goal of achieving a cumu-
lative total of ¥500 billion of our own funds in impact 
equity investment—as an opportunity to invest our own 
funds, we will call for investment by other institutional 
investors (expand our off-balance business) to supply a 
total of at least ¥2 trillion in equity funds with the aim of 
creating or expanding new markets.

For details on our current initiatives to reduce the GHG 
emissions in our investment and loan portfolios as well 
as future actions to reduce emissions, see “GHG Emis-
sions in Investment and Loan Portfolios” in Chapter 4: 
Metrics and Targets.
*  Sustainable finance is a general term for financial work targeting business-

es and clients that contribute to the resolution of environmental and so-
cial issues based on international standards that include the Green Bond 
Principles and Social Bond Principles (loans, syndicated loans, fixed income 
investment services, fund investments, financial advisory services, trustee 
services, impact equity investments, etc.).

Engagement
Up until now, the Group has implemented various initia-
tives and engaged (dialogued) with clients to achieve an 
impact in environmental and social fields.

In terms of our clients, we promote engagement and 
carbon neutrality responses through sustainable finance 
and consulting activities, including renewable energy 
plant projects and impact equity investments.

In particular, regarding positive impact finance, when 
SuMi TRUST Bank conducts a Positive Impact Evaluation, 
it includes not only the client's initiatives in environmen-
tal and social fields but also ongoing engagement (di-
alogue) with the client for the duration of the contract 
period to ensure that our lending products encourage 
impact creation in environmental and social fields.

Ever since SuMi TRUST Bank implemented its first 
groundbreaking positive impact finance (unspecified 
use of funds) for FUJI OIL HOLDINGS INC. in March 
2019, we have arranged a cumulative total of 35 such 
projects (as of the end of September 2022).

The table below shows how many times we proposed 
this product in FY2021 as well as how many times we 
monitored the situation with our clients after execution.

To promote engagement (dialogues) with clients, SuMi 
TRUST Bank conducts Governance Surveys® and ESG 
Real Estate Surveys.

The Governance Survey® is one of Japan's largest 
fact-finding surveys for considering the situation of the 
corporate governance of domestic listed companies, 
and it has been conducted every year since 2017.

A total of 1,879 companies, or slightly less than 50% 
of all domestic listed companies, participated in Gov-
ernance Survey® 2022. Some of the questions are also 
directed at institutional investors, so this survey clarifies 
both the situation of company initiatives and the expec-
tations of domestic and overseas investors, which makes 
the gap between them recognizable.

The Corporate Governance Code stipulated by the 
Tokyo Stock Exchange requires the achievement of sus-
tainable growth based on consideration of all aspects of 
ESG. For this survey, there are more and more questions 
concerning initiatives and disclosure aimed at achieving 
sustainability, including climate change and other rele-
vant topics. Through this survey, we are promoting the 
increased sophistication of our governance in terms of 

Initiatives to reduce the GHG emissions in investment and loan portfolios, etc.

■  Positive impact finance initiatives in FY2021

Product proposals Monitoring*

224 15

*  Here, monitoring refers to confirming or evaluating the progress of initiatives 
which was evaluated with clients at the point of execution, at least once a 
year after execution.
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sustainability by making participating companies aware 
of our position and gaining an understanding of investor 
opinions to facilitate improvements.

The purpose of the ESG Real Estate Survey is to clarify 
the situation of ESG initiatives by real estate owners in 
the fi eld of investment management, and it was fi rst con-
ducted in 2022. Through ESG initiatives are gradually 
being established in Japan, the ESG situation in the real 
estate investment management fi eld differs from com-
pany to company, as the stance and priorities for their 
initiatives are different. For this survey, 161 companies 
participated and responded, and we are using the data 
to analyze real estate ESG trends as well as fi elds with 
room for future initiatives. We will continue conducting 
this survey and passing on the results to enable partic-
ipating companies to understand the relative situation 
of our initiatives while also providing materials useful 
for considering how to address real estate ESG issues in 
order to help improve the corporate and asset value of 
our clients.

To address client issues that become clear as a result 
of each survey, the Group has set up a system that pro-
vides upstream support for initiatives aimed at resolv-
ing such issues through the provision of various types 
of consulting—including TCFD, the transition to carbon 
neutrality, and real estate ESG—and we also offer a di-
verse solution line-up—including various types of sus-
tainable fi nance and our Non-Fossil Certifi cate Trustee 
Purchasing Service—for which we offer specifi c individu-
alized implementation support.

Through our initiatives to engage (dialogue) with cli-
ents and positively impact environmental and social 
fi elds, our Group will continue contributing to the res-
olution of climate change and other environmental and 
social issues as we work with our clients to achieve a sus-
tainable society.

Various climate change business initiatives
(1) Positive impact fi nance
In September 2019, SuMi TRUST Holdings became a sig-
natory to the Principles for Responsible Banking (PRB), 
which call on banks to assess during the loan screening 
process whether a borrower company or project is maxi-
mizing the positive impacts and minimizing the negative 
ones in working towards the objectives of the Sustainable 
Development Goals (SDGs) and the Paris Agreement. In 
positive impact fi nance (PIF), we comprehensively ana-
lyze and assess the impacts (both positive and negative) 
of a client’s corporate activities on the environment, so-
ciety, and economy from the viewpoint of the industry 
sector, business area, and the supply chain, and then we 
work together with the client to set goals for reducing 
the negative impacts and increasing the positive ones. 
The client then commits to achieving those goals as a 
condition for fi nancing. In March 2019, SuMi TRUST Bank 
concluded a groundbreaking PIF loan agreement with a 
business in which the use of loaned funds is unspecifi ed. 
In recognition of its efforts to develop this product con-
cept, SuMi TRUST Bank was awarded the fi rst-place prize 
(Minister of the Environment Award) in the fi nancing cat-
egory of the Ministry of the Environment’s inaugural ESG 
Finance Awards Japan in February 2020. In addition, to 
handle cases where estimated companies receive fi -
nancing from other fi nancial institutions, we introduced 
a Positive Impact Evaluation Framework, which utilizes 
SuMi TRUST Bank's Positive Impact Evaluation to enable 
the procurement of the corresponding fi nancing as PIF, 
and this framework was selected as a model example in 
FY2022 for the Ministry of the Environment's Green Fi-
nance Model Creation Project. As of the end of Septem-
ber 2022, we had concluded 35 positive impact fi nance 
transactions since in March 2019, when the fi rst one was 
conducted. By throwing our support behind corporate 
climate change initiatives, we aim to help enhance both 
social value and our clients' corporate value.
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■Example of an impact investment fund scheme
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*Third-party opinions will be obtained for impact evaluation.
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(2)  Support to evaluate the impact of investment 
funds for resolving social issues (IMM imple-
mentation support)

SuMi TRUST Bank supports impact evaluations of the 
respective impact investment funds formed by Anchor 
Ship Partners Co., Ltd. (“ASP”) and Real Tech Holdings 
Co., Ltd. (“Real Tech”). Impact investing is an investment 
strategy that aims to balance social and economic value 
by adding a third axis, “social value (impact),” to the two 
traditional axes of investment decision-making, “risk” 
and “return,” in order to understand the impact of the 
investee on the environment, society, and the economy. 
ASP will invest in ships based on the global trends to-
ward decarbonization. The company will also measure 
the impact of the investments on the economy, society, 
and the environment and take appropriate management 
actions. By implementing impact evaluation and moni-
toring, SuMi TRUST Bank will continue to promote the 
fund’s efforts to decarbonize the maritime transportation 
industry, generating positive impacts geared towards re-
solving social issues.

Meanwhile, Real Tech is investing in and nurturing 
startups with state-of-the-art science and technology 
and R&D-based technologies (deep tech) to solve the 
problems of the planet and humanity. SuMi TRUST Bank 
has entered into an advisory agreement with Real Tech 
on impact evaluation, a groundbreaking case of a Japa-
nese investment fund for deep tech startups deciding to 
adopt impact evaluation.

Based on its performance and experience related to 
the above type of impact evaluation, SuMi TRUST Bank 
devised a menu of IMM*1 implementation support solu-
tions in December 2021 and expanded its support cov-
erage to include regional fi nancial institutions, corpora-
tions, etc.

SuMi TRUST Bank will continue to support its clients' 
business activities in achieving their SDGs targets and 
contribute to improving their medium- to long-term cor-
porate value.
*1  IMM stands for Impact Measurement & Management and refers to a man-

agement system aimed at impact creation.

(3) Sustainability-linked loans (SLLs)
SuMi TRUST Bank is also working on sustainability-linked 
loans (SLLs), which are not based on comprehensive 
KPIs like positive impact fi nance (PIF), but rather on a 
mechanism that enables SuMi TRUST Bank to set key 
performance indicators (KPIs) and ambitious sustain-
ability performance targets (SPTs) on specifi c themes 
with the borrower company, and to vary the interest 
rate depending on the achievement of the targets. The 
KPIs and SPTs are selected after thorough consultation 
with clients from the following and other items: energy 
effi ciency (energy conservation and renewable energy), 
water consumption, sustainable procurement, circular 
economy (recycling rate), biodiversity, and global ESG 

(4) Renewable energy fi nance
Through project fi nance, SuMi TRUST Bank facilitates the 
roll-out of large-scale projects, such as wind and solar 
power generation, and has set up and manages renew-
able energy funds for the purpose of investing exclu-
sively in renewable energy projects. In project fi nance, 
both offshore and onshore wind power generation proj-

evaluation. Then, a third-party organization such as a rat-
ing agency evaluates the appropriateness of the estab-
lished SPTs in light of the overall CSR strategies of the 
borrower company.

ects overseas are increasingly large-scale endeavors. In 
Japan, the number of mega-solar projects has further 
increased. As of the end of March 2022, the total poten-
tial power generation capacity of projects SuMi TRUST 
Bank has been involved in came to 20,538 MW, with an-
nual power output of 60,591 GWh, reducing annual CO2

emissions by 3.770 million t-CO2.

Interest rate 
condition (spread)

Execution 
date

Assessment date/
application date

●●bp
+●●bp

▲□□bp

Interest rate increase

Interest rate decrease

Target missed

Target achieved
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(5) Impact equity investment
To achieve Society 5.0—the vision being advocated by the 
Japanese government for the future society of 2030—as 
well as carbon neutrality by 2050, a massive amount of 
investment will be necessary. In April 2022, SuMi TRUST 
Bank started utilizing the knowledge it has cultivated 
in the field of positive impact finance to engage in full-
scale impact equity investment that incorporates impact 
evaluations. In addition to investing a cumulative total of 
¥0.5 trillion of its own money (up through FY2030) into 
businesses and projects aimed at resolving various envi-
ronmental and social issues, SuMi TRUST Bank has also 
used this as a way to encourage other investors, calling 
for ¥2 trillion in investment, to conduct investment activ-
ities with a total scale of ¥2.5 trillion.

Regarding climate change, in addition to renewable 
energy, we are also investing in a wide range of other 
relevant fields, including hydrogen and other next-gen-
eration energy as well as plastic reduction technologies 
and the forestry business. In addition to providing funds, 
we will also continue to use the Group's network and 
the knowledge of its Technology-Based Finance Team, 
etc. to provide methods for resolving issues faced by the 
Group's clients and society alongside investee compa-
nies as we aim to help achieve both the transition to and 
the implementation of a decarbonized society.

(6) Investment in Japan Renewable Energy Corporation
In February 2022, SuMi TRUST Bank acquired a 5.0% in-
terest in Japan Renewable Energy Corporation (“JRE”), 
which conducts renewable energy business. This is a joint 
investment project with ENEOS Corporation (ENEOS). 
JRE's vision is to take leadership in creating a prosper-
ous and sustainable society through the development of 
renewable energy, and the company possesses a high 
level of development ability in the renewable energy 
business. Through the synergy of ENEOS's knowledge 
as an energy provider, JRE's business development abil-
ity, and SuMi TRUST Bank's trust expertise and financial 
know-how in the renewable energy field, we will endeav-

or to achieve efficient business operations and further 
promote business development.

(7) Participation in Breakthrough Energy Catalyst
SuMi TRUST Bank is the first ever Japanese financial in-
stitution to participate in Breakthrough Energy Catalyst 
(“Catalyst”), a funding program to accelerate the deploy-
ment of decarbonization technologies.

Catalyst is the first-of-its-kind funding program 
launched in 2021 by Breakthrough Energy, a climate or-
ganization founded by Microsoft founder Bill Gates. The 
purpose of the program is to invest in individual projects 
that use innovative carbon neutral technology (green 
tech) that has been researched and developed/demon-
strated in order to accelerate the social implementation 
of such technology.

Catalyst is building a framework for accelerating the 
world's shift to carbon neutrality by using a combination 
of funds supplied by private companies, charitable orga-
nizations, and other organizations on the one hand with 
the support of green product consumers and govern-
ment agencies on the other. The program will start by 
focusing on (1) clean hydrogen, (2) long duration energy 
storage, (3) sustainable aviation fuels, and (4) direct air 
capture, with plans to expand to cover other technolo-
gies that contribute to carbon neutrality in the future.

By participating in Catalyst, SuMi TRUST Bank's aim is 
to acquire advanced knowledge and trends in the green 
tech field to promote and support the creation of busi-
ness matching and other opportunities that contribute 
to carbon neutrality in order to help enhance the corpo-
rate value of clients in the medium to long term.

Method for calculating the CO2 reduction effect

Annual CO2 reduction (t-CO2 per year) = 
 annual power output (kWh/year) x emission coef-
ficient (t-CO2/kWh)
•  As a general rule, we use planned values for annual 

power output.
•  As a general rule for domestic projects, we use the 

most recently calculated emission coefficient of each 
electricity supplier in the electricity supply system 
of the region where each project is located (actual 
emission coefficient).

•  As a general rule for overseas projects, we use the 
International Energy Agency (IEA) calculation tools 
provided on the GHG Protocol website to calculate 
reduction equivalents.

•  The CO2 reduction was calculated by multiplying the 
total CO2 reduction for all projects by SuMi TRUST 
Bank's participation ratio.

■ Reducing CO2 emissions through project finance (the value of the end of March 2022 as benchmark)

Number of 
projects 

Potential 
capacity

(MW)

Annual output
(GWh/year)

CO2 reduction 
(1,000t)

Solar 123 6,584 10,700 1,464

Wind 30 5,053 13,851 988

Offshore wind 13 7,430 27,940 548

Biomass 17 1,006 7,479 705

Power generation 
from waste 1 120 44 2

Hydroelectric 1 15 73 36

Geothermal 1 330 504 27

Total 186 20,538 60,591 3,770
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(8) Investment in forestry related funds
In July 2021, SuMi TRUST Bank concluded an agreement 
to invest in a timberland and farmland fund that invests 
in the USA, Australia, and elsewhere in the world (the 
Hancock Timberland and Farmland Fund), and, in March 
2022, the Bank concluded a similar agreement with a 
fund that mainly invests in Southeast Asian forestry (New 
Forests Tropical Asia Forest Fund 2).

Both funds have obtained FSC*1 and other internation-
al certifications for their timberland/farmland assets, and 
they are also actively working to achieve their respective 
SDGs targets*2. By investing in these funds—which differ 
in terms of their investment targets and strategies—SuMi 
TRUST Bank will aim to build a globally distributed port-
folio while also acquiring different types of knowledge 
from each fund to provide solutions to corporate clients 
dealing with issues related to forestry assets themselves 
and forestry connected issues such as carbon emission 
credits, and the Bank will also aim to lay the groundwork 
for granting investor clients access to forestry business, 
and will endeavor to provide new businesses.
*1  FSC: The Forest Stewardship Council was established for the purpose of 

spreading responsible forest-management practices all over the world, 
and the council provides internationally recognized certification to forests 
and forest managers that satisfy the council's criteria.

*2  SDGs targets related to timberland investment:
8. Decent work and economic growth
13. Climate action
15. Life on land

SDGs target related to farmland investment:
2. Zero hunger

(9) Transition support
By providing solutions aimed at helping clients to 
achieve their transition strategies, the Group will contin-
ue to support various client business activities that con-
tribute to the realization of carbon neutrality.

1. Syndicated transition loan for funding two LNG-fu-
eled ferries
In September 2021, SuMi TRUST Bank arranged a syndi-
cated transition loan*3 for Mitsui O.S.K. Lines, Ltd. (MOL).

The purpose of this loan was to introduce two LNG-fu-
eled ferries—the first of their kind in Japan—to be operat-
ed by MOL and Ferry Sunflower Limited, one of its group 
companies, along the Osaka-Beppu route.

This is the first transition loan in Japan to be selected 
by the Ministry of Economy, Trade and Industry (METI) as 
a Climate Transition Finance Model Project.
*3  Transition loans are a financing framework intended to support compa-

nies working to reduce GHG emissions in accordance with a long-term 
transition strategy aimed at realizing a decarbonized society, which is the 
goal of the Paris Agreement.

2. Concluding a transition-linked loan agreement
In September 2021, SuMi TRUST Bank concluded a tran-
sition-linked loan (TLL) syndicated loan agreement with 
Kawasaki Kisen Kaisha, Ltd.

A TLL is a type of loan that is extended to companies 
pursuing initiatives aimed at reducing CO2 in line with 
long-term strategies for transitioning to a low-carbon 
society in order to support those initiatives. Financial 
institutions set KPIs and SPTs consistent with the transi-
tion strategies of borrowers and then link the loan con-
ditions with each borrower's performance with respect 
to those SPTs in order to motivate borrowers to achieve 
their SPTs, thereby providing an incentive for borrowers 
to achieve their transition strategies, with the overall aim 
of promoting the shift to a carbon-neutral or low-carbon 
society.

In "K" LINE Environmental Vision 2050, Kawasaki Kisen 
Kaisha, Ltd. advocates a climate transition strategy aimed 
at achieving carbon neutrality, and—to further promote 
this strategy—the “Transition-Linked Finance Framework” 
(this framework) has been formulated for this TLL.

This framework and TLL obtained a third-party evalu-
ation from Japan Credit Rating Agency, Ltd. in compli-
ance with the “Climate Transition Finance Handbook” 
stipulated by the International Capital Market Associa-
tion (ICMA),*4 the “Basic Guidelines on Climate Transi-
tion Finance” stipulated by the Fiscal Services Agency, 
Ministry of Economy, Trade and Industry, and Ministry of 
the Environment, the “Sustainability Linked Loan Princi-
ples” stipulated by the Loan Market Association (LMA),*5 
the “Sustainability Linked Bond Principles” stipulated by 
the ICMA, and the “Green Loan and Sustainability Linked 
Loan Guidelines” stipulated by the Ministry of the Envi-
ronment. In addition, this TLL was selected as a model 
example for the Ministry of Economy, Trade and Indus-
try's FY2021 Climate Transition Finance Model Project.
*4 International Capital Market Association (ICMA)

The ICMA is an international institution with its head office in Switzerland 
(established in Zurich in 1969), and it consists of more than 500 issuers, 
issue market/secondary market brokers, asset managers, investors, cap-
ital market infrastructure operators, and other members in 60 countries 
around the world.

*5 Loan Market Association (LMA)
The objective of the LMA is to improve the liquidity, efficiency, and trans-
parency of the syndicated loan markets of Europe, the Middle East, and 
Africa, and the association's members include more than 700 organiza-
tions in over 60 countries.

 3. Supporting the formulation of a transition strategy for 
a coal and biomass co-firing power plant
SuMi TRUST Bank provided support with the formulation 
of a transition roadmap and transition finance framework 
for a power plant owned by Shunan Power Corporation 
(including obtaining an evaluation of the framework by 
a third-party evaluation body).

Through its power generation business, Shunan Pow-
er contributes to providing a stable supply of energy—
which facilitates the daily lives of Japan's citizens while 
also helping to develop sustainable economic activi-
ties—and, to help achieve a carbon-neutral society, the 
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company has set targets of a 50% reduction in emissions 
by 2030 and net-zero emissions by 2040, both in line 
with current GHG emissions criteria. It is assumed that 
Shunan Power's thermal power plant will have a co-fir-
ing ratio of around 20 cal% (white pellets) upon start-
ing up commercial operation, but—given that reducing 
GHG emissions is an urgent issue—the company plans 
to increase its white-pellet co-firing ratio and introduce 
biomass with high thermal efficiency (black pellets) as 
soon as possible, thereby increasing the co-firing ratio 
to around 29 cal%. In addition, assuming that the techni-
cal and economic conditions are satisfied, the company 
plans to use mainly black pellets to increase the co-firing 
ratio to 50 cal% by around 2025, which would mean an 
approximate reduction of GHG emissions by 33% com-
pared to when the plant started operating. When Shu-
nan Power formulated the above roadmap for achieving 
its target of net-zero GHG emissions, SuMi TRUST Bank 

provided support by utilizing its knowledge to formulate 
strategies for GHG reduction targets, etc.

In addition, this framework has obtained a green loan 
evaluation (Green 1 (T) (F)) from Japan Credit Rating 
Agency, Ltd. for its contribution to the SDGs in compli-
ance with the “Green Loan Principles” stipulated by the 
Loan Market Association (LMA), etc., the “Climate Transi-
tion Finance Handbook” advocated by the International 
Capital Market Association (ICMA), and the “Green Loan 
Guidelines” stipulated by the Ministry of the Environ-
ment.

By providing solutions aimed at helping clients 
achieve their transition strategies, SuMi TRUST Bank 
supports various client business activities to contribute 
to achieving carbon neutrality.

■ Transition roadmap*1

Initiatives

Start of operations
WP

Biomass co-firing 
ratio:

20 cal%

Medium term

WP and BP biomass co-firing ratio:  
29 cal% → 50 cal%

Prepare the ammonia procurement  
plan and verification

Short term
Increase the WP co-firing ratio

Introduce BP
Biomass co-firing ratio:

20 cal% → 29 cal%

GHG reduc-
tion targets

2022

Short term: 11%

2023 2024

Medium term: up to 33%

2025 Up through 2030

Medium to long term: over 50%

Up through 2040

Long term: 100%

WP = white pellets
BP = black pellets

Medium to long term
Biomass co-firing 

ratio: over 50 cal%

Ammonia co-firing 
ratio: over 20 cal% 

Long term
Biomass co-firing 

ratio: 50 cal%

Ammonia co-firing 
ratio: 50 cal%

Overview of the power plant
This biomass co-firing power plant was built on the 
premises of Tokuyama Corporation's Tokuyama Factory 
and is a joint venture based on a shareholder agreement 
concluded in September 2017 by three companies: To-
kyo Century Corporation, Tokuyama Corporation, and 
Marubeni Corporation. The power generation business 
itself is handled by Shunan Power, a consolidated sub-
sidiary of Tokyo Century.
*1  The transition roadmap assumes that the technical and economic condi-

tions have been satisfied.

Location Shunan, Yamaguchi Prefecture

Power generation method Biomass co-firing

Completion date/start of 
commercial operation August 2022/September 2022

Grid connection date September 2021

Power output 300 MW

Power generation efficiency 43%

Power generation company Shunan Power Corporation

Power generation facility 
amount related to biomass 
co-firing power generation 
business (planned)

¥102 billion



Climate Change27

(10) Support for real estate ESG initiatives
SuMi TRUST Bank utilizes its wide-ranging real estate functions to help clients resolve issues related to ESG Real Estate.

• Switching to environmentally friendly properties
• Sustainable finance

Real estate strategy
formulation

Buying, selling, and
asset management

Leasing

Development
and repairs

Operations and
management

• Workplace consulting

• Environmentally friendly 
   construction consulting

• ESG real estate strategy
• Support to obtain environmental 
   certification, appraisal
• Sustainable management consulting

• Conceptual image of GHG-emission calculation support
     Visualizing GHG emissions of real estate owned by the beneficiary

• Conceptual image of the Non-Fossil Certificate Trustee Purchasing Service
     Supporting the shift to renewable energy and purchases based on instructions from each beneficiary

• Rent-increasing effect 
    of acquiring environmental certification

• Response to our ESG Real Estate Survey,* which asked whether 
     respondents place a high value on environmental real estate

Over 40% 
of respondents are considering

System utilization

(3)
Non-fossil 

certificate issuance

Not applied (not considering)
Not applied (considering)
Not applied (to be set within one year)
Applied (disclosed)

Before acquisition After acquisition
* The respondents of the ESG Real Estate Survey conducted by SuMi TRUST Bank include asset management companies,
   financial institutions, insurance companies (including leasing companies), real estate companies, construction companies and others

* Defined as equivalent to a CASBEE for Real Estate S rank
   (Sumitomo Mitsui Trust Research Institute)

(2)
making a bid

(1)
Instructions

Entry (visualization of GHG emissions)

50.3%

100.1 104.7
+4.6%

45.2% 1.3%3.3%

取得前 取得後

※ 基礎研調べ
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Japan Electric 
Power Exchange
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System 
operator

Trustee Beneficiary (user)

Zeroboard Inc.
SuMi 

TRUST Bank

Trustee

SuMi 
TRUST Bank

Usage of electricity, 
gas, etc.

• Promoting environmental friendliness 
   in real estate contracting
• Energy conservation consulting

Carbon-neutrality support services for real estate under management

Survey of real-estate environmental-certifi cate ac-
quisition and economic value

ESG Real Estate Survey

Providing GHG-emission calculation support and a Non-Fossil Certifi cate Trustee Purchasing Service for entrusted prop-
erties

SuMi TRUST Bank and Sumitomo Mitsui Trust Research 
Institute have jointly announced their survey of the eco-
nomic value of real estate environmental certifi cation.

SuMi TRUST Bank conducted a survey of the situation of ESG 
initiatives related to real estate investment management—to 
which 161 companies responded—and started releasing the 
results in October 2022.

By continuously conducting this survey and releasing the re-
sults, we provide materials to help participating companies 
consider how to address real estate ESG issues while also pro-
viding consulting and solutions related to client issues.
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• Conceptual image of the Non-Fossil Certificate Trustee Purchasing Service
     Supporting the shift to renewable energy and purchases based on instructions from each beneficiary

• Rent-increasing effect 
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     respondents place a high value on environmental real estate

Over 40% 
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* Defined as equivalent to a CASBEE for Real Estate S rank
   (Sumitomo Mitsui Trust Research Institute)
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Taking on challenges with our Technology-based Finance Team
The keys to resolving issues related to SDGs and the Paris Agreement are a massive amount of funds and innovative 
technologies. In 2021—to better understand the latest technologies, deepen our dialogues with clients, and actively 
work on fi nance based on the scientifi c perspective—we established the Technology-based Finance Team at our Sustain-
ability Management Department.

So far, this team has promoted impact fi nance initiatives and regional carbon neutrality, launched new businesses, and 
taken on other challenges.

We will continue to support the social implementation of innovative technologies and contribute to achieving a de-
carbonized society.
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■Projects in which team members are involved ■Technology-based Finance (TBF) initiatives

Initiatives aimed at reducing the GHG emissions of asset management portfolios

Sumitomo Mitsui Trust Asset Management (SMTAM) has 
identifi ed climate change as an ESG materiality item and 
strives to engage with domestic and foreign companies, 
exercise voting rights for them, and develop and pro-
vide investment products, based on various risks and 
opportunities related to climate change.

In addition, SMTAM considers engagement and the 
exercise of voting rights to be a direct opportunity to re-
quire that investee companies, etc. make management 
decisions and build systems based on climate change 
risks, and—by actively implementing the above—SMTAM 
strives to maximize its assets under management and 
control asset management risks. In terms of engage-
ment, SMTAM conducts activities both independently 
and through the PRI,*1 CA100+,*2 etc.

In terms of collaboration with stakeholders related to 
climate change, SMTAM engages with industry bodies 
and conducts policy recommendation activities through 
the Investor Agenda.*3

SMTAM also provides investment opportunities con-
sidering climate change risks and opportunities through 
passively/active investment products with consideration 
of climate change issues.

Participation in initiatives
- Appointed as the Asian representative member of 
the Net Zero Asset Managers initiative (NZAMI)*4 ad-
visory group -

SMTAM was appointed as the Asian representative 
member of this advisory group, which consists of six sig-
natories, and participates in overall NZAMI operations.

- Appointed as the joint chairman of the CA100+ 
Global Steering Committee -

In the past, SMTAM participated in the Global Steering 
Committee as the representative of Asia, but we were 
appointed as the joint chairman of the committee (with 
a term of offi ce up through September 2022).
*1  The Principles for Responsible Investment, which require that institutional 

investors consider ESG when making investment decisions.
*2  A collaborative engagement organization group that requires companies 

with high GHG emissions based on TCFD to disclose information.
*3  An institutional investor initiative that promotes low-carbon acts related 

to climate change.
*4  An initiative of global asset management companies that aims to achieve 

net-zero GHG emissions for assets under management by 2050.

Sumitomo Mitsui Trust Asset Management initiatives
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Examples of Sumitomo Mitsui Trust Asset Management engagement

*1  One of 15 categories of Scope 3 emissions (other indirect emissions), specifically GHG emissions by investees. Scope 3 is separate from Scope 1 (direct emis-
sions) and Scope 2 (indirect emissions from electricity use, etc.).

*2  A Scope 3 category that covers emissions due to the use of sold products.
*3  An initiative that promotes the setting of corporate reduction targets consistent with scientific knowledge in order to achieve the goal of keeping the rise in the 

average global temperature due to climate change to 1.5 degrees or less compared to before the industrial revolution.

CASE❶
Non-manufacturing company A

CASE❷
Non-manufacturing company B

• Business strategy
• GHG reduction

• GHG reduction
• Corporate governance

Analyst's perspective
The company's business consists largely of mineral resources. In addi-
tion, there is a high likelihood of the risk of ending up with stranded 
assets due to climate change being incorporated into the share price, 
which has a PBR of less than 1x. Therefore, it seems necessary to come 
up with business portfolio strategies linked to addressing climate 
change issues.

Analyst's perspective
Due to the increasing interest in climate change issues and the strict 
view of companies with high GHG emissions, a quick response is re-
quired.
In addition, given that the Board of Directors has no female directors 
and an external-director ratio of less than 1/3, efforts to enhance corpo-
rate governance seem necessary.

Although your company conducts 
scenario analyses by business seg-
ment and discloses the resulting 
information based on the TCFD 
Recommendations, your business 
portfolio strategies are not linked 
strongly enough to addressing 
climate change issues. We there-
fore believe it is necessary for your 
company to include such strate-
gies in your next medium-term 
plan to show that you are striving 
to sustainably enhance your corpo-
rate value while securing income 
opportunities and controlling risks.

Even if shareholder proposals have been 
obtained from other shareholders in rela-
tion to climate change—an ESG materiality 
issue identifi ed by SMTAM—voting deci-
sions must be made based on whether a 
clear GHG reduction plan has been present-
ed as well as the consideration of past per-
formance. Your company's reduction plan 
is based on assumptions that include the 
achievement of GHG capture and storage, 
but—based on technical considerations and 
social conditions—there seem to be risks re-
lated to the effectiveness of your approach. 
It therefore seems necessary to consider 
and disclose alternative scenarios.

We were able to organize our Scope 3 
approach. We would also like to consider 
disclosure pertaining to categories 11 and 
15. At the same time, in terms of the SBTi,*3

only carbon removal is recognized as a valid 
carbon neutrality approach, but we would 
like to consider responding with offsets, 
including credit. We are also developing 
tools to use to visualize the risk of ending 
up with stranded assets and are promoting 
risk management specifi c to each business 
department. In addition, we are considering 
reviewing our business portfolios based on 
consideration of the profi tability assuming 
that internal carbon pricing is applied.

We are currently reviewing and 
discussing how to get our ratio of 
independent external directors to 
1/3 or more, including institutional 
design, and we hope to accomplish 
this before the end of the year. Based 
on our analysis, reasons for the low 
approval rate that you pointed out 
include our low ratio of independent 
external directors as well as our total 
lack of female directors. We were not 
fast enough to make changes this 
time, but we are promoting initiatives 
to attract suitable human resources.

We believe that the Scope of responsibility 
for addressing climate change includes 
the entire supply chain. Therefore, it seems 
necessary to set medium- to long-term tar-
gets that include not only Scope 1 and 2 
but also equity method investment as de-
tailed in category 15 of Scope 3.*1

In addition, regarding trading as detailed 
in category 11,*2 it seems necessary to 
take steps that include both contributing 
to GHG reduction by providing business 
opportunities aimed at achieving carbon 
neutrality to clients and verifying/disclos-
ing the risk of owned assets becoming 
stranded.

Your independent external director ratio 
of less than 1/3 does not satisfy the crite-
ria stipulated in SMTAM's guidelines for 
the exercise of voting rights. It therefore 
seems necessary to increase the sophis-
tication of your corporate governance, 
including improving this ratio.
In addition, what is your view/analysis of 
the fact that, at your Ordinary General 
Meeting of Shareholders, your resolu-
tions regarding the approval of a chair-
man and president had low approval 
ratings? It seems necessary to apply this 
result to the enhancement of your corpo-
rate governance as well.

In the new medium-term management plan dis-
closed by the company with their 2022 fi nancial 
results, they clearly stated a management strat-
egy consistent with their environmental vision 
and targets.
The company has also disclosed information 
that includes cross-division initiatives to pro-
mote energy-transition investment and the tran-
sition itself, a governance system for monitoring 
the progress of sustainability initiatives, and 
their composition ratio plans for their green-as-
set balance sheet. In addition, the company will 
introduce a mechanism for achieving both the 
carbon neutrality and resilience of its portfolios.

In October 2021, the company an-
nounced that—in terms of its GHG 
emissions, including affi liated com-
pany Scope 1 + 2 emissions (owner-
ship ratio)—it plans to reduce emis-
sions by half by FY2030 (compared 
to FY2020) and to achieve net-zero 
emissions by 2050.
The company also formulated a 
roadmap for energy-transition 
investment on a multi-trillion yen 
scale up through FY2030.

In addition to transitioning to become a company with an Audit and Su-
pervisory Committee, the company increased its ratio of independent 
external directors to at least 1/3 and appointed female directors.

SMTAM's evaluation and future policy
The dialogue targets with specifi ed issues have been achieved, but SMTAM will 
continue monitoring the effectiveness of business portfolio strategies linked to 
actions to address climate change issues in the company's medium-term man-
agement plan. 
In addition, regarding GHG reduction as well, we will continue engaging in di-
alogues concerning more comprehensive information disclosure based on the 
TCFD Recommendations, including the breakdown of action and reduction plans 
aimed at expanding the Scope 3 reduction-target scope (category 11, etc.) and 
achieving 2030 targets as well as increasing the scenario-analysis sophistication.

SMTAM's evaluation and future policy
At the Ordinary General Meeting of Shareholders, a shareholder proposal requesting that climate 
change issues be addressed was submitted, and—given that there were no problems in terms of 
SMTAM's guidelines for the exercise of voting rights from the perspective of urging the company 
to pursue initiatives—the proposal was approved. In the future, we will request that the company 
disclose information on specifi c, effective measures for achieving its 2030 and 2050 targets.
Although we have seen some progress from the perspective of corporate governance, we will 
engage in dialogues aimed at getting the company to continue pursuing initiatives to enhance its 
corporate governance, including the selection of successors in the case of independent external 
directors whose independence might be called into question given the length of their tenure.

SMTAM's opinion SMTAM's opinion

Company's actions Company's actions

When formulating our medi-
um-term management plan, we 
categorized each business seg-
ment according to its environ-
mental impact and considered 
how to make business portfolio 
changes so as to achieve the 
transition.
In addition, we are considering 
applying internal carbon pric-
ing to each investment project.

Under our GHG reduction plan 
up through 2030, we are plan-
ning to renovate or stop the op-
erations of aging plants, but we 
have not disclosed our individu-
al plans. Given that the CO2 re-
ducing effects of new plants will 
be determined in part by which 
plants are stopped instead of 
them, we do not have any clear 
details on this.

Company's response Company's response



2022/2023 TCFD Report 30

Chapter 2

Strategy

CASE ❸ 
Nextera Energy Inc. 
(USA/power)

CASE ❹ 
TotalEnergies
(France/energy)

• Climate change issues
•  Promotion of information 

disclosure (environment)
• Climate change issues

Engagement manager's perspective

In spite of having high GHG emissions, the company has not disclosed 
any specific long-term measures. Related improvements therefore 
seem necessary.

Engagement manager's perspective

Although the company has been promoting active, advanced climate 
change initiatives since 2021, further enhancement and acceleration 
seem necessary given the company's position as an industry leader.

Although it is admirable that your company leads the industry in terms 
of investment in renewable energy and has disclosed GHG reduction 
results and set specific short-term targets, you are not committed to 
achieving net-zero emissions in the long term. The consistency of your 
approach with scenarios in which the temperature rises by 1.5 degrees 
is unclear as well. It therefore seems necessary for you to express your 
commitment to achieving net-zero emissions in the long term and to 
present a roadmap for doing so.

Given that your energy company is a major representative of Europe 
and a key CA100+ brand, investors pay close attention to you. It there-
fore seems necessary for you to further enhance various initiatives 
aimed at achieving net-zero GHG emissions. More specifically, you are 
expected to disclose information on your progress in terms of renew-
able-energy investment projects and to promote an industry-leading 
strategy in terms of implementing more comprehensive Scope 3 ini-
tiatives, etc.

•  In June 2022, the company announced its long-term (2045) target 
of achieving net-zero emissions.

•  The company also set comprehensive targets—including expected 
economic effects, such as the creation of jobs to achieve a Just 
Transition—related to the accelerated introduction of renewable 
energy and the promotion of power storage/hydrogen technolo-
gies to help achieve carbon neutrality.

In July 2022, the company engaged in direct dialogues with local stake-
holders, describing individual initiative policies for achieving net-zero 
emissions and expressing its strong commitment to its vision of achiev-
ing top-tier performance as an energy-industry leader.

SMTAM's evaluation and future policy

•  Business-related dialogues based on an awareness of the man-
agement environment, including technology, regulations, and pol-
itics, have been held to achieve a deeper mutual understanding 
with the company side.

•  At the same time, effective engagement has been achieved, in-
cluding the submission of letters to the chairman (written opin-
ions) that used CA100+ and other collaborative initiative tools as 
a reference.

•  We will continue with efforts to implement long-term action plans, 
investment plans, and plans that consider the social impact and 
other details of transitioning to carbon neutrality as well as PD-
CA-based monitoring.

SMTAM's evaluation and future policy

•  The company is already promoting advanced GHG reduction ini-
tiatives, but SMTAM was able to explain to and gain understand-
ing from them that further refinement of individual measures and 
steady progress are necessary.

•  Through engagement, we will explain SMTAM's approach—such as 
by sending the company letters—to achieve more detailed discus-
sions and relationship building.

•  In the future, we will monitor the company's progress in terms of 
promoting specific initiatives aimed at achieving net-zero emis-
sions.

SMTAM's opinion SMTAM's opinion

Company's actions Company's actions

•  Although the long-term transition is important for achieving net-zero 
GHG emissions, we are also considering the need to maintain a stable 
supply of power and to set acceptable prices as we proceed.

•  Our business base in Florida has a power mix that consists of 60% gas 
power and 20% nuclear power, with the rest consisting of solar/power 
storage. Given that solar power output is affected by sunlight and nu-
clear power requires us to maintain a certain level of operation—and 
therefore lacks the flexibility to deal with demand fluctuations—gas 
power is extremely important as a cushion.

•  It will also become possible to switch to hydrogen in the future.

Following the announcement of our commitment to achieving net-zero 
emissions by 2020, we disclosed specific details of our renewable en-
ergy investment projects, and we have announced our specific Scope 3 
initiative policies on an ongoing basis.
We also promote thorough dialogues with various stakeholders, and 
we will continue to do so as we confirm the trends of our competitors 
as well.

Company's response Company's response
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SMTAM's investment strategies that consider climate change issues

Active/ 
passive Asset class Index/investment strategy name Details

Passive Japan Equity S&P/JPX Carbon Efficient Index

•  S&P Dow Jones Indices, the world's largest independent index provider, 
builds this index based on carbon emissions data from Trucost, a pioneer in 
environmental evaluation.

•  The index puts heavier investment weight on companies that have high 
carbon efficiency (low GHG emissions/sales) and companies that disclose 
information on GHG emissions in the same industry. We provide products 
linked to the index.

Passive
Global Equity 
(including 
Japan Equity) 

SMT MIRAIndex Eco Index

•  We use our knowledge of quantitative active management to formulate 
the methodology for the FactSet Global Environmental Opportunities In-
dex, which is an environment-related theme index, and FactSet performs 
calculations.

•  Investment targets are companies that obtain more than half of their sales 
from environment-related business, including “alternative/renewable ener-
gy,” “energy conservation,” “efficient use of resources,” “waste disposal,” and 
“water resource conservation,” and we provide products linked to the index.

Passive Global Fixed 
Income

Bloomberg MSCI Global Aggre-
gate Sustainability A+ Index
Linked Strategy

•  The Bloomberg MSCI Global Aggregate Sustainability A+ Index is derived 
from the overall Bloomberg Global Aggregate Index, it functions as an ESG 
bond index for the investment universe with an MSCI ESG rating of A or bet-
ter, and it consists of government bonds, government agency bonds, and 
corporate bonds. The aim is to both improve returns by including corporate 
bonds and resilience to bond-price drawdowns related to ESG screening.

Active Japan Equity
Global Equity

Japanese Equity Impact Invest-
ment Strategy
Global Equity Impact Investment 
Strategy

•  This is an absolute return-type active investment strategy that aims to 
achieve social returns as well as economic returns by means of concen-
trated investment in companies that work on SDGs and other activities to 
resolve social issues.

•  The objective is to engage with companies and increase the probability 
of earning social and economic returns on the basis of impact KPIs set for 
each brand.

Active Japan Equity Japan Equity Responsible Invest-
ment Management Strategy

•  This is an active investment strategy for achieving excess returns against 
TOPIX by investing in companies that have a strong commitment to ESG.

•  We select investment brands on the basis of credit risk judgment, ESG eval-
uation, and share price evaluation from SRI universe candidates selected by 
analysts and ESG specialists.

Active Japan Equity
High-Dividend Low Beta Strategy
(Japan Equity, ESG consideration 
type)

•  We invest in high-dividend-yield companies that can stably achieve in-
creased income and dividends in the medium to long term without being 
affected by economic fluctuations. In addition to using high-dividend yields 
as a judgment criterion, we also add the following criteria: low beta, which 
is focused on resilience to economic fluctuation risks, and high ESG, which 
is focused on medium- to long-term sustainability.

Active Japan and 
Global Equity

Decarbonization-related Global 
Equity Strategic Fund
(asset growth type) / (expected 
dividend offer type)

•  This is an active management fund where investment brands are select-
ed from among companies related to decarbonization after verifying the 
growth potential and degree of undervalue on stocks by means of funda-
mental analysis.

Active
Japan and 
Global Fixed 
Income

Future Focus Corporate Bond 
Investment Strategy

•  This is an active management strategy that involves investing in bonds is-
sued by companies (including issuers other than companies, such as gov-
ernments, government-affiliated organizations, local governments, and 
international organizations) that have a track record of issuing bonds, etc., 
where the use of funds is related to resolving environmental and social is-
sues, bonds that incorporate the resolution of such issues in the issuance 
conditions, etc.

By actively engaging in dialogues on ESG materiality, 
including climate change, with investee companies, Nik-
ko AM helps to facilitate sustainable value creation by 
those companies. Through these dialogues, Nikko AM 
deepens its understanding of details that include the 
management quality and future course of each compa-
ny, which enables Nikko AM to appropriately apply such 
information to corporate value evaluations and adjust its 
investment decisions accordingly. In addition, through 
engagement, the company gains a more accurate un-
derstanding of the situation of each investee company, 

gets on the same page regarding issues they face, and 
takes steps to encourage improved corporate value in 
the medium to long term. As part of those efforts, Nik-
ko AM also emphasizes dialogues covering corporate 
management systems and initiatives related to climate 
change risks and opportunities. In March 2022, Nikko 
AM disclosed the Nikko Asset Management Group En-
gagement and Stewardship Strategy. This strategy pres-
ents an overview of Nikko AM's engagement objectives 
and processes as well as its approach to monitoring, es-
calation, etc.

Nikko Asset Management's initiatives
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Our Group's initiatives to reduce emissions

In light of recent trends emphasizing a rapid shift to 
carbon neutrality, in the SuMi TRUST Group Carbon 
Neutral Commitment disclosed in October 2021, we de-
clared a goal of reducing the SuMi TRUST Group's GHG 
emissions (Scope 1 and 2) to net zero by 2030. In ad-
dition, regarding our declared initiatives, we disclosed 
Progress of Our Approach to Carbon Neutrality in Oc-
tober 2022.

We will continue striving to reduce our energy con-
sumption as we more quickly shift to renewable ener-
gy, especially in terms of power. We will also ensure the 
penetration of our initiatives to reduce GHG emissions 

throughout the Group in order to achieve net-zero GHG 
emissions from our Group as a whole, including major 
overseas offices and affiliates.

Expanding the introduction of renewable energy
To reduce our Group's GHG emissions due to power 
used by our office buildings and branches, we will aim 
for net-zero CO2 emissions due to power use by com-
bining the procurement of renewable energy power via 
corporate PPAs, etc. with the procurement of power by 
using non-fossil certificates and the like (offsets).

Through these initiatives, SuMi TRUST Bank—the core 

(1) Participation in the NZAMI and medium-term targets
The NZAMI is an investor-led initiative aimed at ensuring 
net-zero GHG emissions for all assets under manage-
ment by 2050, and Nikko AM started participating in the 
initiative in November 2021. In addition, in November 
2022, the company announced the following goal as an 
interim reduction target to be achieved by 2030: a 50% 
reduction in the carbon footprint (compared to the end 
of December 2019) of 43% of the Group's assets under 
management (based on the assets under management 
as of the end of December 2021).

(2) Examples of engagement related to climate change
Japan Equity team engagement example
- Example of a company in the domestic finance sector -
To achieve net-zero GHG emissions from its borrower 
and investee portfolios by 2050, this finance company 
is enhancing various initiatives, including increasing its 
sustainable finance targets, and the company boasts 
both a high level of climate change action and a for-
ward-looking attitude that includes making ongoing im-
provements.

During dialogues with the company, Nikko AM ex-
pressed the following opinions:

(1) Interim reduction targets: These targets are ambi-
tious, and the company is expected to set objectively 
sound KPIs while also emphasizing the perspective of 
both reducing the environmental impact and achieving 
business growth.

(2) Climate-related information disclosure (TCFD dis-
closure): The company is expected to disclose addi-
tional information on engagement initiatives—drivers in 
terms of achieving portfolio carbon neutrality—portfolio 
climate risk evaluations, etc.

In the sustainability report disclosed by the company 
several months after the above dialogues, Nikko AM 
confirmed that the company had disclosed more com-
prehensive information, including examples of engage-
ment aimed at supporting the transitions of borrowers 
and investees as well as additional scenario-analysis 

target sectors. In addition, in the 2030 interim reduction 
targets disclosed after that, the company set a 1.5°C 
target for high-priority sectors in compliance with inter-
national initiative guidelines. Nikko AM is therefore op-
timistic about the company's progress related to both 
how it addresses climate-related issues and its informa-
tion disclosure.

New Zealand Bond team engagement example
- Example of a commercial vehicle leasing company -
Nikko AM has engaged (dialogued) with a New Zea-
land-based (the country) commercial vehicle leasing 
company's (the company) management team to buy 
corporate bonds issued by the company in the country's 
bond market.

The company's corporate philosophy is to be the 
world's best truck and trailer leasing and rental company 
and make a positive difference in peoples' lives, and the 
company supplies and manages approximately 6,700 
large trucks and trailers, which is equivalent to around 
10% of such vehicles in the country.

Nikko AM has bought the company's first and second 
rounds of issued bonds, but this was primarily due to 
Nikko AM's positive evaluation of the company's credit 
rating and competitive yield as well as its clear ESG strat-
egy and market-leading environmentally friendly truck 
initiatives, including electric vehicles and hydrogen ve-
hicles.

During discussions with the company's management 
team, Nikko AM confirmed the company's values, its ac-
tions in line with those values, and the alternative fuel 
initiatives the company focuses on. If the company's ini-
tiatives lead to the widespread use of alternative fuel for 
transport vehicles in New Zealand, it will greatly reduce 
the country's CO2 emissions. Through this engagement, 
Nikko AM confirmed and resonated with the company's 
ownership, leadership, sincerity, teamwork, work eth-
ic, and culture, which is based on making ongoing im-
provements.
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of the Group—finished shifting to 100% renewable ener-
gy use at its domestic offices by the end of August 2022. 
In particular, for the Shiba Building and Fuchu Building 
in Tokyo as well as the two branches (the Kyoto Branch 
and Himeji Branch) in the Kansai area, the Bank utilized 
the offsite corporate PPA system to start procuring solar 
power in FY2021.

We will continue actively promoting the switch to cor-
porate PPAs, etc. to procure stable renewable energy 
over the long term as we contribute to increasing Ja-
pan's renewable energy supply.

Reducing company cars and shifting to low-emission cars
In recent years—due to the rapid penetration of web 
meetings and other online business activities—there 
have been changes in the usage situations and frequen-
cy of company cars, which were conventionally used to 
travel from one place to another.

Given the above structural changes, SuMi TRUST Bank 
has started optimizing the number of company cars and 
is aiming to reduce it by approximately 20% by the end 
of FY2022.

Regarding company cars that will continue to be used 
as well, the Bank is considering the lease contract peri-
ods of existing cars as well as trends in social infrastruc-
ture development, including charging equipment, to 
gradually shift to low-emission cars, thereby promoting 
the achievement of net-zero GHG emissions through re-
duced gasoline usage.

Initiatives of major overseas offices and affiliates
SuMi TRUST Bank's London office (Europe, Middle East 
and Africa Division) as well as Nikko AM's UK subsidi-
ary (NAM Europe) achieved a shift to 100% renewable 
energy use by their buildings by December 2022. We 
will continue to focus on offices with relatively high GHG 
emissions in particular as we promote initiatives in line 
with the specific situations of each country and compa-
ny, including switching to renewable energy power and 
certificate procurement.

In addition, we will promote the Group-wide sharing 
of knowledge and know-how accumulated by affiliates 
that are ahead of SuMi TRUST Bank in terms of energy 
conservation and shifting to the use of renewable ener-
gy in order to more effectively realize measures aimed at 
achieving net-zero emissions.

Engagement
SuMi TRUST Bank promotes various initiatives for em-
ployees through the sustainability activities (“With You” 
activities) of branch offices and departments throughout 
the country based on the concept of learning, commu-
nicating, and taking action in relation to climate change 
issues.

During the first half of FY2022, based on the concept 
of learning, we provided climate-change e-learning to 

all employees and held an online workshop on how to 
deal with plastic for our branch offices and departments 
(which were attended by a total of 708 participants from 
85 branches and departments). In terms of communicat-
ing, in addition to issuing our SuMi TRUST “With You” 
booklet, which we always release every quarter, we 
posted climate-change awareness raising posters in the 
lobbies of our branch offices this June. We also com-
municate information on climate change issues to em-
ployees and clients who visit our offices. Finally, in terms 
of taking action, we held the With You Eco Festival, an 
activity aimed at enhancing environmental awareness 
through employee participation (July to August 2022, 65 
participating branches and departments). By organizing 
and conducting activities focused on reducing plastic, 
various donations (books and food), power saving, and 
similar topics at our branches and departments, we help 
employees understand that climate change and other 
social issues are in fact their problem, and we will contin-
ue to promote independently minded activities.

In this way, through With You activities and similar ini-
tiatives, we raise employee awareness of climate change 
issues and urge them to take action as we help each 
employee get involved in activities aimed at achieving 
carbon neutrality.

Note that the Group also formulated the SuMi TRUST 
Group Zero Plastic Waste Declaration in April 2019 to 
help reduce the usage of plastic, which can adversely 
affect climate change and the ecosystem. In terms of 
specific initiatives following our declaration, SuMi TRUST 
Bank has switched to windowed envelopes that use 
Graphan (pulp material) for the window part and has 
switched its plastic bag material to LIMEX. In addition, in 
November 2021, SuMi TRUST Bank started providing tea 
to clients that visit the office building by using environ-
mentally friendly paper bottles.

The Group will continue to address climate change is-
sues by promoting the procurement of goods that use 
less plastic.
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Climate Change Risks Related to Enterprise Risk Management

Climate change-specifi c risk management policy Risk horizon*

Credit risk
Borrower monitoring related to climate change (monitoring the GHG 
emissions, stranded assets, storm and fl ood damage risks, and similar 
characteristics of borrowers)

Short, 
Medium, and 
Long term

Market risk
Monitoring the risk of declining prices of securities issued by invest-
ees due to their failure to address climate change

Short/Medium 
term

Operational 
risk

Administrative work 
(outsourcing)

Continuity of outsourced work due to storm and fl ood damage at the 
contractor

Short/Medium 
term

Event risk (storm 
and fl ood damages)

Addressing the negative impact of increased storm and fl ood damag-
es caused by climate change on real estates owned by the Group

Short, 
Medium, and 
Long term

Compliance risk Compliance with climate change-related regulations Short/Medium 
term

Conduct risk
Addressing the negative impact of the Group's climate change initia-
tives not responding to the expectations and trust of its stakeholders 
on clients, markets, the fi nancial infrastructure, society, etc.

Short/Medium 
term

Enterprise risk management
Addressing the negative impact of the failure to execute (achieve) the 
SuMi TRUST Group Carbon Neutral Commitment on the Group and 
its stakeholders

Short, 
Medium, and 
Long term

1. Position of climate change risks

In terms of enterprise risk management, SuMi TRUST Holdings regularly identifi es the risks faced by its subsidiaries, oth-
er Group companies, etc. and then manages them based on their scale and characteristics. Of these, especially import-
ant risks are identifi ed as signifi cant risks, and we classify them according to their risk drivers and categories and then 
keep track of them as a signifi cant risk inventory. When managing signifi cant risks, we evaluate the importance of each 
risk in our signifi cant risk inventory to the management, and we judge whether each corresponds to a top risk— risks that 
require management attention due to their potential to have a signifi cant impact within one year—or an emerging risk—
risks that are not likely to have a signifi cant impact within one year but that could have such an impact in the medium to 
long term (more than one year).

In 2021, we changed the classifi cation of climate change risks from emerging risks to top risks. In addition, we set risk 
appetite indicators for the GHG emissions (Scope 1 and 2) of SuMi TRUST Bank's domestic offi ces. We will also consider 
integrating our Group-wide risk appetite framework to, for example, expand our indicators to encompass Scope 3 as 
well.

2. Climate Change Risk Management Policy

The SuMi TRUST Holdings Board of Directors has formulated the Action Guidelines for Mitigating Climate Change as the 
Group's basic policy related to climate change. In addition, in May 2022, in terms of climate change-related risk manage-
ment, the Climate Change Risk Management Policy was added to the Risk Management Rules stipulated by our Board 
of Directors, and this policy spells out our basic approach to climate change risks, the roles and responsibilities of our 
Board of Directors, Executive Committee, and directors and offi cers, our Three Lines of Defense system, our basic policy 
on risk management with climate change considerations specifi c to each risk category, and other policies.

(1) Identifying and evaluating climate change risks
Climate change-related risks
We defi ne climate change risks as high-priority (material) issues in the environmental fi eld that are caused by medium- 
to long-term climate change and abnormal weather and could negatively impact the Group, its clients, markets, the 
fi nancial infrastructure, and society, caused by physical damages to social infrastructure, nature, etc. (physical risks), and 
the world's rapid transition to a low-carbon society due to changes in climate change policies, changes in fi nancial mar-
ket preferences and social norms, technological innovation, etc. (transition risks).

(2) Managing climate change as a risk driver as well as the effects on each risk category
We have formulated a climate change-specifi c risk management policy for each category based on the assumption that 
climate change is a risk driver that cross-sectionally affects each risk category.

* Short term: one year or less, Medium term: more than one year but less than ten years, Long term: ten years or more
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(1) Managing environmental and social (ES) risks related to SuMi TRUST Bank's loan business
Given that it is necessary to prohibit, control, or engage in careful efforts related to loans that have a major negative im-
pact on society, SuMi TRUST Bank has stipulated “policies for specifi c sectors,” which are regularly reviewed by the Exec-
utive Committee, etc. These policies are carefully followed during the investment-and-loan initiative judgment process.

■ Three Lines of Defense system to manage climate change risks

Third 
line of 
defense

Internal audit-related departments · Evaluating the effectiveness of our risk management framework

Second 
line of 
defense

Enterprise Risk Management Depart-
ment

·  Monitoring the external and internal environments related to our net-ze-
ro strategy

·  Evaluating our capital adequacy levels by conducting a scenario analy-
sis that considers the medium- to long-term effects of climate change

Climate change risk management-re-
lated departments

·  Devising risk management plans related to climate change
·  Monitoring our Group-wide climate change situation and reporting it to 

the management
·  Providing risk management support for each risk category from the 

perspective of climate change

Control departments related to each 
risk category

·  Checking and balancing the fi rst line of defense, providing support, and 
formulating management policies related to each climate change-spe-
cifi c risk category

First 
line of 
defense

Carbon Neutrality Planning and Man-
agement Department

· Devising the Group's net-zero strategy
·  Overseeing activities of the fi rst line of defense related to climate 

change

Divisions, branches, and departments
· Identifying, evaluating, and controlling climate change risks
·  Promoting engagement with clients addressing climate change 

Climate Change Risk Management

Cross-sector
Because the businesses below involve signifi cant 
environmental and social risks or negative impacts, 
we will not fi nance them.

·  Businesses that negatively impact wetlands desig-
nated under the Ramsar Convention

·  Businesses that negatively impact UNESCO World 
Heritage Sites

·  Businesses that contravene the Washington Con-
vention

·  Businesses that use child labor or forced labor

Similarly, because the businesses below are highly 
likely to involve environmental and social risks or 
negative impacts, we will carefully consider fi nancing 
them, including confi rming whether environmental 
and social considerations have been accounted for.

·  Businesses that negatively impact indigenous com-
munities

·  Businesses that negatively impact high conserva-
tion value areas

·  Businesses involved in the expropriation of land 
leading to the forced removal of residents

3. Three Lines of Defense system to manage climate change risks
Establishment of the Risk Management Department Climate Change Risk Management Team (October 2022)
In October 2022—following the establishment of our Climate Change Risk Management Policy—SuMi TRUST Bank estab-
lished the Climate Change Risk Management Team in the Risk Management Department on the second line of defense 
in order to enhance, supervise, and facilitate the risk management process on the fi rst line of defense to address each 
risk category for which climate change is assumed to be a risk driver.

Policies for specifi c sectors (excerpt of particularly noteworthy climate change items)
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Individual sectors
1. Coal-fired power generation
Risk awareness
Coal-fired power generation causes higher green-
house gas emissions than other power generation 
methods, which means it has a high environmental 
burden and involves a risk of negatively impacting 
climate change and air pollution.
Policy
We will not finance the establishment or expan-
sion of coal-fired power plants. However, we will 
support initiatives aimed at transitioning to a de-
carbonized society.

We will not provide financing to companies 
whose main business is coal-fired power genera-
tion if they do not already have existing loan trans-
actions with SuMi TRUST Bank.

2. Coal mining
Risk awareness
Unless coal mining is suitably managed, there 
is a risk of negative impacts on the environment 
and society, such as the impact of toxic waste dis-
charged from coal mines on the ecosystem, ca-
sualties from coal mines caving in, and violations 
of human rights. These projects might also cause 
an increase in GHG emissions that affect climate 
change.
Policy
We will not finance the start or expansion of coal 
mining projects (thermal coal) or the start or ex-
pansion of coal mining projects using the moun-
taintop removal mining (MTR) method.

We will not provide financing to companies 
whose main business is thermal coal mining if they 
do not already have existing loan transactions with 
SuMi TRUST Bank.

3. Oil and gas
Risk awareness
Oil and gas mining operations pose the risk of a 
negative impact on ecosystems, biodiversity, the 
living and natural environments of local residents, 
etc.

Pipeline operations also pose a risk of nega-
tively impacting both nature and the social envi-
ronment of indigenous people due to oil leaks, 
deforestation, and other problems that can occur 
both during construction and after the pipelines 
are complete.

In the Arctic Circle (the region 66°33' north of 
the equator), it is necessary to consider both the 
protection of rare species and the lifestyles of 
indigenous people, and—due to the major envi-
ronmental impact of oil sand, shale oil, and gas 
development—there is a risk of such operations 
negatively impacting both nature and the social 
environment of indigenous people.

Policy
We will carefully judge initiatives by giving due con-
sideration to the impact on the environment and any 
problems that may exist with the original inhabitants 
and local communities.

In particular, we will carefully consider the follow-
ing initiatives, including confirming whether en-
vironmental and social considerations have been 
accounted for: oil sand mining, shale oil and gas 
projects, mining in the Arctic Circle, and pipeline 
construction.

4. Hydroelectric power generation
Risk awareness
Large-scale hydroelectric power projects pose the 
risk of a negative impact on ecosystems, biodiver-
sity, the living and natural environments of local res-
idents, etc.
Policy
We will carefully judge initiatives by giving due con-
sideration to the impact on the environment and any 
problems that may exist with the original inhabitants 
and local communities.

In particular, we will carefully consider the follow-
ing initiatives, including confirming whether en-
vironmental and social considerations have been 
accounted for: large-scale hydroelectric power gen-
eration initiatives (output of 25 MW or more) that in-
volve the construction of dams.

5. Forestry
Risk awareness
The rapid spread of deforestation poses the risk 
of various problems, such as a reduction in biodi-
versity, decline in the stability of ecosystems, lower 
watershed protection, and lower fixation of carbon 
dioxide.
Policy
Before engaging with timber manufacturers and 
manufacturers using timber as raw materials, we will 
carefully judge initiatives by giving due consider-
ation to the manufacturers' international forest certi-
fication status as well as any problems that may exist 
with the original inhabitants and local communities.

In particular, we will take careful measures when it 
comes to logging business in countries other than 
high-income OECD member countries, such as re-
quiring the acquisition of internationally recognized 
certification—including the FSC (Forest Stewardship 
Council) and PEFC (Programme for the Endorse-
ment of Forest Certification Schemes)—and giving 
due consideration to any problems that may exist 
with the original inhabitants and local communities. 
In cases where certification has not been acquired, 
we will require the submission of plans to do so.

In addition, we will require the formulation of a 
policy that establishes respect for the Free, Prior and 
Informed Consent (FPIC) of local residents, etc. We 
will also require enhanced supply chain manage-
ment and improved traceability so that similar ini-
tiatives are implemented throughout the business 
counterparty's supply chain.
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6. Palm oil
Risk awareness
The demand for palm oil is rapidly increasing due to 
both its convenience and the increasing awareness 
of its health food benefits, but overdevelopment 
also poses the risk of reducing tropical rainforests 
and biodiversity.
Policy
Before engaging with palm oil manufacturers and 
manufacturers using palm oil as raw materials, we 
will carefully judge initiatives by giving due consid-
eration to the manufacturers' international/local sus-
tainable palm oil certification status as well as any 
problems that may exist with the original inhabitants 
and local communities. In particular, we will take 
careful measures when it comes to palm oil planta-
tion development business, such as requiring the 
acquisition of local RSPO (Roundtable on Sustain-
able Palm Oil) sustainable palm oil certification and 
giving due consideration to any problems that may 
exist with the original inhabitants and local commu-
nities. In cases where certification has not been ac-
quired, we will require the submission of plans to do 
so.

In addition, we will require the formulation of a 
policy that establishes respect for the Free, Prior and 
Informed Consent (FPIC) of local residents, etc. as 
well as following NDPE (no deforestation, no peat, 
no exploitation) policies. We will also require en-
hanced supply chain management and improved 
traceability so that similar initiatives are implement-
ed throughout the business counterparty's supply 
chain.

7. Large-scale plantations
Risk awareness
The development of large-scale plantations poses 
the risk of deforestation and the violation of human 
rights as well as a negative impact on ecosystems, 
biodiversity, the living and natural environments of 
local residents, etc.

Policy
We will carefully judge initiatives by giving due con-
sideration to the impact on the environment and any 
problems that may exist with the original inhabitants 
and local communities.

In particular, we will carefully consider forest and 
peatland development initiatives, such as requiring 
the formulation of a policy that establishes respect 
for the Free, Prior and Informed Consent (FPIC) of 
local residents, etc. as well as following NDPE (no 
deforestation, no peat, no exploitation) policies. We 
will also require enhanced supply chain manage-
ment and improved traceability so that similar ini-
tiatives are implemented throughout the business 
counterparty's supply chain.

8. Weapons
Risk awareness
Based on major humanitarian concerns related to 
cluster munitions, Japan has strictly prohibited their 
manufacturing and largely prohibited their retention 
as stipulated by the Act on Prohibition of Manufac-
turing of Cluster Munitions and Restriction on Reten-
tion of Cluster Munitions.

In addition—from a humanitarian perspective—
there is a strong demand to avoid supplying funds 
used to manufacture inhumane weapons, including 
nuclear weapons, chemical weapons, biological 
weapons, and other weapons of mass destruction as 
well as anti-personnel land mines.
Policy
Given SuMi TRUST Bank's public mission and social 
responsibilities as a banking institution, we will not 
provide financing to companies that manufacture 
cluster munitions, regardless of whether they are in 
Japan or abroad.

Similarly, we will not provide finance that will be 
used to manufacture inhumane weapons, includ-
ing nuclear weapons, chemical weapons, biological 
weapons, and other weapons of mass destruction as 
well as anti-personnel land mines.

(2)  Managing borrower and investee climate 
change transition risks

In addition to establishing a Climate Change Risk Man-
agement Team in its Risk Management Department, SuMi 
TRUST Bank has designed an investment-and-loan-port-
folio transition risk management framework for the pur-
pose of controlling the GHG emissions of investment and 
loan portfolios in each high-carbon sector to keep them 
in line with the Paris Agreement.

This framework includes the departments related to the 
first and second lines of defense of our Three Lines of De-
fense system (see page 35), team roles and responsibili-
ties, how our policies for specific sectors should be, busi-
ness processes for managing borrower transition risks as 

part of our first line of defense (evaluation of borrower 
and investee transition risk categories based on consid-
eration of our climate change transition risk sector heat 
map, discussion aimed at risk reduction through engage-
ment, monitoring, etc.), and how the checks and balanc-
es in the second line of defense should work. These risk 
management processes are implemented via an integrat-
ed approach along with managing our progress related 
to our GHG emission reduction targets in each sector and 
managing our reputational risk.

1. Policy for addressing climate change transition risks
Efforts to reduce GHG emissions are picking up speed 
around the world, and—in our Group's SuMi TRUST Group 



2022/2023 TCFD Report 38

Chapter 3

Risk Management

Sector-specific climate change transition risk heat 
map
We formulated our climate change transition risk 
sector heat map for the purpose of identifying sec-
tors that are important in terms of managing climate 
change transition risks.

For this heat map, we considered GHG emissions, 
the GHG emission intensity, and other relevant de-
tails to categorize each sector based on its transi-
tion risk level by using four grades, starting with the 
most significant: Very High, High, Middle, and Low. 
We similarly categorized each sector based on its ex-
posure by using three grades: Large, Medium, and 
Small. 

The target sectors are based on the carbon-related 
asset definitions in the supplemental guidance for 
the TCFD Recommendations (18 sectors total), and 

we also considered high-carbon intensity sectors for 
which the NZBA feels targets should be set*1 to come 
up with a total of 21 target sectors.*2

We consider this heat map and other details to 
identify the sectors that are important in terms of set-
ting our GHG emission reduction targets, and then 
we set up GHG emission reduction targets, GHG 
emission reduction target management, policies for 
specific sectors, etc. for each sector.

The next step is to expand the scope of our evalu-
ation to include physical risks and opportunities re-
lated to climate change. In terms of the evaluation 
of transition risks as well, we will continue to review 
our sector evaluation approach in line with climate 
change policies and technologies, market and other 
environmental changes, and advancements related 
to quantification methods.

■Climate change transition risk sector heat map

Exposure rank 
Small Medium Large

Very High Coal Steel Power
Oil and gas

High Cement
Chemicals

Automobile components
Passenger aviation

Marine transportation

Middle
Metal and mining (except 

steel and aluminum)
Aluminum

Capital goods

Low

Air cargo
Agriculture

Building materials (except 
cement)

Paper and forest products
Packaged food and meat

Drinks
Truck services

Railways
Real estate

*1  High-carbon intensity sectors are the following nine sectors in the NZBA guidelines for which setting targets is considered a priority: agriculture, alu-
minum, cement, coal, commercial and residential real estate, steel, oil and gas, power generation, and transportation.

*2  Specifically, we added three sectors by extracting “steel” and “aluminum” from “metals and mining” (a sector in the supplemental guidance for the 
TCFD Recommendations) and by extracting “cement” from “construction materials” (same).

Carbon Neutral Commitment, which we announced in 
October 2021—we declared our intention to reduce the 
GHG emissions of our investment and loan portfolios to 
net zero by 2050. We will continue to collaborate with our 
clients as we emphasize engagement focused on the ef-
fects of their medium- to long-term climate change transi-
tion risks as well as the measures taken in response.

2. Approach to managing climate change transition risks
To work towards achieving net-zero GHG emissions in our 
investment and loan portfolios, we will use our climate 
change transition risk sector heat map to identify sectors 
that are important in terms of our strategy for setting GHG 
emission reduction targets. Regarding each identified 
sector, we will set GHG emission reduction targets, and 

monitor and manage the progress, while also setting vari-
ous criteria as well as policies for specific sectors.

3. Climate change transition risk management process
In sectors for which GHG emission reduction targets have 
been set, we judge investment and loan initiatives after 
conducting due diligence related to transition risks for 
both new and existing borrowers.

In particular, if the loan balance exceeds a certain 
amount, we take the risk importance into consideration, 
and categorize climate change transition risks. We also 
regularly review these climate change transition risk cat-
egories and consider adding risk reduction measures in 
line with each category as necessary.
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Equator Principles
The Group has defined “ESG/sustainable manage-
ment,” including considering the environmental and 
social impacts of companies to which we extend in-
vestments and loans, as an issue of materiality. SuMi 
TRUST Bank incorporates risk management proce-
dures based on the Equator Principles into its project 
finance decision-making process in order to confirm 
that the effects of target projects on the natural en-
vironment and local community are fully considered. 
In FY2021 (April 1, 2021, to March 31, 2022) we ap-
plied the Equator Principles to 19 projects.

In EP4, topics on due diligence have been add-
ed to strengthen efforts to address climate change 
risks, including greater consideration of indigenous 

peoples in developed countries, expansion of some 
transactions applicable for refinancing, the require-
ment to conduct a transition risk analysis under TCFD 
in addition to considering alternatives for projects 
with annual GHG emissions of more than 100,000 
t-CO2, and the requirement to conduct a physical risk 
analysis when substantial impact is expected.

SuMi TRUST Bank drew up policies for protecting 
the environment and society based on the Equator 
Principles framework and procedures for evaluating 
social and environmental impacts. Financial Products 
Administration Department (Social & Environmental 
Risk Assessment Team) carries out assessments of 
environmental and social impacts relating to individ-
ual projects.

A:  Projects for which there is at least one item that is considered to have a sig-
nificant impact

B:  Projects for which there are no items that are considered to have a significant 
impact and at least one item that is considered to have a limited impact

C:  Projects for which the impact of all items is minor/none

■  Application of the Equator Principles 
Project Finance Cases

FY2021
A B C Total
2 14 3 19

Sector A B C Total
Mining 0 0 0 0
Infrastructure 0 2 2 4
Oil & gas 0 0 0 0
Electric power 2 12 1 15
Other 0 0 0 0

(3) Project finance initiatives
SuMi TRUST Bank recognizes the fact that financing 
large-scale development projects may indirectly have 
a negative impact on the natural environment and local 
communities. Based on this awareness, we deemed it 
necessary to introduce a risk management framework 
that monitors whether a project’s impact on the environ-
ment and society has been duly considered in the deci-
sion-making process for project finance and, in February 
2016, we signed the Equator Principles, a set of inter-

national private sector guidelines for assessing environ-
mental and social risks in mainly project finance.

The fourth revision (EP4) of the Equator Principles was 
adopted in November 2019. SuMi TRUST Bank current-
ly applies EP4 to projects for which it acquired a client 
mandate after October 1, 2020. Starting with EP4, SuMi 
TRUST Bank will continue to contribute to achieving a 
sustainable environment and society by making sure 
that projects take environmental and social consider-
ations into account based on the Equator Principles.

Credit supervision departments

Client

Information on
projects subject to
Equator Principles

Covenants

Monitoring

Branch

Screening Form

Categorization

Environmental Impact
Assessment etc. 

Environmental and
Social Impact Review

Financial
Products

Administration
Department

(Social &
Environmental

Risk Assessment
Team)

Application processes: Following internal policies 
based on procedures for evaluating social and en-
vironmental considerations, the Equator Principles 
overseeing deapartment carries out assessments of 
environmental and social impacts relating to indi-
vidual projects.
Implementing environmental and social impact 
reviews: Reviews of the environmental and social 
impacts of a project proposed by developers take 
into account its industry, the country where it is sit-
ed, and whether it meets the standards called for by 
the Equator Principles, from which, a comprehen-
sive risk is judged.
Monitoring compliance: Compliance with import-
ant items concerning environmental and social 
impacts have been reflected into loan agreements, 
and compliance with these is regularly confirmed 
through reports on project compliance status.
Company training programs: Regular training ses-
sions are provided for employees in departments 
and sections relating to sales, assessment, and 
screening to foster a thorough understanding of 
internal operations and raise their awareness about 
environmental and social considerations.

■ Systems and Processes for Evaluating Environmental and Social Considerations
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The Poseidon Principles
For more than 50 years, SuMi TRUST Bank has given top 
priority to steadily providing ship fi nance to meet the var-
ied needs of clients in the marine transportation industry. 
The marine transportation market is heavily infl uenced 
by mainly global economic fundamentals and the supply 
and demand for ships, but decarbonization initiatives in 
the marine transportation industry are not only urgent 
issues but also movements that decide the direction in 
which the marine transportation sector should proceed, 
and have a signifi cant impact on market trends. In March 
2020, SuMi TRUST Bank became the fi rst fi nancial insti-
tution in Asian countries to sign on to the Poseidon Prin-
ciples, an initiative launched by fi nancial institutions to 
address climate change risks in the marine transportation 
industry. As a fi nancial institution that is a signatory to the 
Poseidon Principles, we conducted a quantitative assess-
ment of the contribution of our ship fi nancing portfolio to 
the reduction of GHG emissions from international ship-
ping based on the GHG emission reduction target set out 
by the International Maritime Organization (IMO),*1 and 

Overview of the Poseidon Principles
As an initiative spearheaded by private fi nancial in-
stitutions to align with the GHG reduction targets 
adopted by the IMO for global shipping, as well as 
the IMO’s comprehensive GHG reduction strategy*2

to achieve those targets, the Poseidon Principles were 
established in June 2019 by 11 major global banks 
that provide ship fi nance. There are four principles - 

The Poseidon Principles specify a Trajectory Value 
for annual CO2 emission effi ciency (CO2 emissions 
per unit of transport) for each type and size of ship, 
based on a minimum 50% reduction in total GHG 
emissions from international shipping in 2050 (com-
pared to 2008 levels), which is the IMO's GHG emis-
sion reduction target (adopted in April 2018). The ac-
tual volume of annual CO2 emissions of each ship for 
which SuMi TRUST Bank extends a loan is compared 
with the Trajectory Value, and we calculate the differ-
ence as Vessel Climate Alignment. Portfolio Climate 

we decided to publish the results as Portfolio Climate 
Alignment once a year.

SuMi TRUST Bank's Portfolio Climate Alignment (calcula-
tion data: as of December 31, 2021): -0.4%
In addition to following the Poseidon Principles, SuMi 
TRUST Bank became a signatory to the Call to Action for 
Shipping Decarbonization, which was disclosed in Oc-
tober 2021 by the Getting to Zero Coalition—a company 
coalition that promotes the decarbonization of marine 
transportation—to promote the decarbonization of the 
marine transportation industry. This initiative is a call to 
action, with other signatory companies, for the govern-
ment of each country to formulate policies to achieve 
commercialization of zero-emission ships by 2030, etc., 
through commitment to helping to achieve net-zero 
GHG emissions from international marine transportation 
by 2050. 
*1  International Maritime Organization (IMO): The IMO is a United Nations’ 

specialized agency responsible for shipping safety, preventing marine 
pollution by ships, and promoting international cooperation on marine 
affairs.

Principle 1: Assessment of climate alignment; Princi-
ple 2: Accountability; Principle 3: Enforcement; and 
Principle 4: Transparency.
*2  GHG reduction strategy: This strategy was adopted by the IMO in 

April 2018 with a vision to reduce GHG emissions from international 
shipping to zero as soon as possible in this century. Specifically, the 
strategy aims to reduce total annual GHG emissions by at least 50% 
by 2050 compared to 2008.

Alignment as defi ned by the Poseidon Principles is 
then calculated as the sum of the weighted average 
of the Vessel Climate Alignment for each ship in SuMi 
TRUST Bank's ship lending portfolio based on the 
outstanding loan balance. Portfolio Climate Align-
ment shows the contribution of SuMi TRUST Bank's 
ship lending portfolio to CO2 emission reduction tar-
gets. If the value is below the Trajectory Value spec-
ifi ed by the Poseidon Principles, it is displayed as a 
negative value (success) and if it is above the Trajec-
tory Value, it is displayed as a positive value (failure).

(4) Ship fi nance initiatives

Regarding Portfolio Climate Alignment

IMO’s GHG reduction strategy

Base year

2008 2030 2050 2100

CO2 emissions per transport work 
40% reduction

UN marine transportation accounts for approximately 2% of the world's CO2 emissions.

Total volume of GHG emissions 
50％ reduction

Reduce GHG emissions to zero
as soon as possible in this century

IMOのGHG削減戦略

基準年

2008 2030 2050 2100

単位輸送あたりCO2排出量
▲40％削減

国連海運は世界のCO2排出量の約2%を構成

GHG排出量（総量）
▲50％削減

今世紀中可能な限り早期に
GHG排出ゼロ
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The SuMi TRUST Group sets specifi c metrics and targets 
to manage according to our strategies related to climate 
change and the basic policy on risk management in 
order to monitor the Group’s actions to tackle climate 
change.

The tables below show our key metrics and primary 
goals for this fi scal year. We regularly check the metrics 
and, if there have been any changes in the external en-
vironment and/or our strategies have been updated, we 
review the metrics accordingly.

■Metrics and goals related to climate change in the Group

Main Metrics and Targets Related to Climate Change

Category
Business opportunities arising from climate change

Metric
Total amount of cumulative sustainable fi nancing

Targets
Cumulative amount from FY2021 to FY2030: 
¥10 trillion

Category
Risk management

Metric
GHG emissions in the Group

Targets
Net zero by 2030

Category
Risk management

Metric
GHG emissions in investment and loan portfolios

Targets
Net zero by 2050

Category
Risk management

Metric
GHG emissions in investment and loan portfoli-
os (electric power sector)

Targets
Reduction to 138 to 173 g-CO2eq/kWh by FY2030

Category
Risk management

Metric
GHG emissions in asset management portfolio (SMTAM)

Targets
Net zero by 2050. For 50% of assets under management*1, 
halves the emission intensity*2 in 2030 compared to 2019

Category
Risk management

Metric
GHG emissions in asset management portfolio (Nikko AM)

Targets
Net zero by 2050. Halves the emission intensity in 2030 
compared to 2019 for 43% of assets under management*3

Category
Risk management

Metric
Loan balance for coal-fi red power generation

Targets
Halves the project loan balance in FY2030 com-
pared to the end of March 2020

Zero project loan balance and corporate loan 
balance (new/expansion) by 2040

Category
Risk management

Metric
Exposure to carbon-related assets

Targets
—

*1  50% of the total of ¥85 trillion in assets under management as of the end 
of June 2021, for a total of approximately ¥43 trillion

*2 GHG emissions per unit

*3  43% of the total of ¥31 trillion in assets under management as of the end 
of December 2021, for a total of approximately ¥13 trillion
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*1 Cumulative amount of sustainable finance SuMi TRUST Bank will be involved in from FY2021 to FY2030 
*2 Project finance for power plants, power lines, storage batteries, etc. related to renewable energy

The targets of sustainable finance are financing for businesses and clients that contribute to resolving environmental 
and social issues based on such international standards as the Green Bond Principles and the Social Bond Principles. 
This includes loans, syndicated loans, fixed income investment services, fund investments, financial advisory services, 
trustee services, impact equity investments, etc.

Sustainability is central to the Group's management, it 
is now emphasized in terms of various aspects of busi-
ness, and we strive to incorporate sustainability into our 
growth strategy from the perspectives of ESG and the 
SDGs in each business area. As a financial institution, we 
set long-term goals to help create a sustainable society 
with our clients. We are also committed to achieving me-
dium- to long-term goals to cut CO2 emissions attribut-
able to our business operations.

We will tackle the issue of climate change head-on to 
create a carbon neutral society while making full use of 
our significant expertise on banking, asset management, 
asset administration, real estate, and technologies as a 
trust bank group, thereby contributing to the creation of 
a sustainable society.

In FY2021, SuMi TRUST Bank set a long-term sustain-

Total amount of cumulative sustainable financing

able finance target of ¥5 trillion worth of cumulative 
amount (including ¥3 trillion in the environmental field) 
during the ten-year period from FY2021 to FY2030. 
Due to the expanding need for funds related to the sus-
tainable finance and environment/climate change, we 
expanded our cumulative amount target to ¥10 trillion 
(including ¥2.5 trillion in impact equity investment) this 
fiscal year. As a result of active efforts related to project 
finance for renewable energy, Positive Impact Finance, 
etc., our result for the end of March 2022 was ¥0.83 tril-
lion. By actively supplying funds for the environmental 
and social fields, we will continue helping to resolve cli-
mate change and other environmental and social issues 
as we work with our clients to contribute to the achieve-
ment of a sustainable society.

Category Type Examples of sustainable finance

Green finance
✔  Businesses that adapt to, or mitigate, climate change. For example, renewable ener-

gy, energy efficiency improvement, and green buildings

Social finance
✔  Employment creation, poverty reduction, nurturing of startup firms, regional revital-

ization, basic infrastructure like public transport and water supply, and essential ser-
vices such as hospitals and schools

Finance based on 
assessments of 
ESG/SDGs

✔ Positive impact finance
✔ Sustainability-linked loans 

Transition finance
✔ Businesses that help society transition to net-zero carbon emissions 
✔ Businesses that help society adapt to a rapidly aging population

Impact equity invest-
ment

✔ Businesses that help solve environmental problems and social issues

Other ✔ Other businesses that help solve environmental problems and social issues

FY2030 
target*1

Results (FY2021)

Amount Number of loans

Sustainable finance

¥10 trillion

¥0.83 trillion —

Project finance for renewable energy*2 ¥0.30 trillion 35

Positive Impact Finance ¥0.04 trillion 12

Sustainability-linked loans ¥0.09 trillion 27

Transition finance ¥0.05 trillion 3

Other ¥0.34 trillion —
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totaled the Group's CO2 emissions (Scope 1 and 2), in-
cluding not only SuMi TRUST Bank's domestic offices 
but also all the offices of SuMi TRUST Holdings and our 
consolidated subsidiaries. We will continue striving to 
improve our analysis precision through the use of bet-
ter qualitative and quantitative data as well as improved 
measurement methods while also taking steps to further 
refine disclosure items.

troduction of corporate PPAs and non-fossil certificate 
offsets in the second half of FY2021 contributed signifi-
cantly to this. In addition, the power used by all of its 
domestic offices was 100% renewable energy based by 
August 2022, and we assume further reduction of our 
annual emissions.

Note that, for large-scale offices in Tokyo, SuMi TRUST 
Bank has a responsibility to reduce CO2 emissions under 
the Tokyo Metropolitan Environmental Security Ordi-
nance, and—during our second plan period in FY2021—
we achieved a reduction that greatly exceeded our re-
duction obligation amount.

Changes in the Group's emissions
We are striving to reduce the environmental impact of 
both the power, gas, and other energy we use for our 
business activities and the GHG emissions caused by 
our business activities. To achieve net-zero emissions, it 
is important to comprehensively and accurately under-
stand and analyze our input/output situation as much as 
possible and to conduct ongoing reviews.

For the recent TCFD disclosure, we measured and 

SuMi TRUST Bank's emissions profile (domestic offices)
Regarding SuMi TRUST Bank—which accounts for approx-
imately 90% of the Group's overall Scope 1 and 2 emis-
sions—due to the application of the Act on Rationalizing 
Energy Use ("the energy conservation law") in Japan, we 
used a common system to add up the energy use and 
CO2 emissions of all the domestic offices.

The Bank’s annual emissions (based on the adjusted 
emission factor) in FY2021—including factors such as the 
procurement of renewable energy power—amounted 
to 21,151 t-CO2, a 28% reduction compared to 29,495 
t-CO2, its emissions for the previous fiscal year. The in-

Group GHG Emissions

SuMi TRUST Group Carbon Neutral Commitment (reduction in the Group’s GHG emissions)

Achieve net-zero greenhouse gas (GHG) emissions in the SuMi TRUST Group by 2030.

■ Changes in the amount of energy used by SuMi TRUST Bank (domestic offices)

■ Changes in the Group's CO2 emissions

Energy use FY2017 FY2018 FY2019 FY2020 FY2021

Total floor space 1,000 m2 396 370 365 366 363

Scope 1  
(direct emissions)

(Ex.)
Utility gas 1,000 m3 1,996 1,869 1,893 1,890 1,954

Scope 2  
(indirect emissions)

(Ex.)
Electric power 1,000 kWh 60,444 56,003 54,753 53,940 52,370

Total energy use MWh 204,448 191,375 188,100 186,174 181,678

Measurement items Unit FY2017 FY2018 FY2019 FY2020 FY2021

CO2 emissions t-CO2 38,963 35,703 33,675 32,191 23,763

Scope 1 (direct emissions) t-CO2 4,588 4,376 4,432 4,307 4,225

Scope 2 (indirect emissions) t-CO2 34,376 31,328 29,243 27,884 19,538

Calculation period: generally April 2017 to March 2022
Calculation scope:  domestic and foreign offices of Sumitomo Mitsui Trust Holdings, Inc. and the Group's consolidated subsidiaries (excluding equity method affil-

iates)
Calculation method:  The calculations for SuMi TRUST Bank's domestic offices were done in compliance with the Act on Rationalizing Energy Use. Regarding power, 

in Scope 2, the adjusted emission factor of each domestic and foreign business operator was generally used to calculate the emissions, and we 
considered the CO2 reducing effects of the corporate PPAs (long-term agreements to purchase renewable energy power) introduced at SuMi 
TRUST Bank's domestic offices as well as non-fossil certificate procurement.
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■Changes in SuMi TRUST Bank's CO2 emissions (domestic offices)

CO2 emissions FY2017 FY2018 FY2019 FY2020 FY2021

Scope 1 (direct emissions) t-CO2 4,575 4,362 4,421 4,297 4,211

Scope 2
 (indirect emissions)

Basic emission factor t-CO2 32,493 29,142 26,906 25,732 24,138

Adjusted emission factor t-CO2 31,665 28,502 26,419 25,198 16,940

CO2 emissions
 (Scope 1 + 2 total)

Basic emission factor t-CO2 37,068 33,504 31,327 30,029 28,349

Adjusted emission factor t-CO2 36,240 32,864 30,840 29,495 21,151

Emission intensity
 (CO2 emissions per 
fl oor space)

Basic emission factor t-CO2/1,000 m2 94 91 86 82 78

Adjusted emission factor t-CO2/1,000 m2 92 89 84 81 58

* Annual emissions based on the adjusted emission factor, which considers the CO2 reducing effects of using power derived from renewable energy

*  The reduction situation of the Fuchu Building and Head Office Building, which have a responsibility to reduce emissions under the Tokyo Cap-and-Trade Program 
of the Tokyo Metropolitan Environmental Security Ordinance.
Regarding the Head Office Building, which is jointly owned, the obligation rate of each unit owner has not been stipulated. The reduction obligation rates of 
the Fuchu Building and Head Office Building are 27% and 15%, respectively, and the maximum emissions and reduction obligations were calculated on a sin-
gle-year basis.
Emissions values were verified by a third-party verification agency.

Calculation scope:  Domestic SuMi TRUST Bank facilities covered by the energy conservation law (Act on Rationalizing Energy Use). Some facilities 
are also occupied by Group companies that include Sumitomo Mitsui Trust Asset Management.

Calculation method: Calculations done in compliance with the energy conservation law calculation method
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Net-zero emissions by FY2030

■Changes in SuMi TRUST Bank's CO2 emissions* (domestic offices)

■CO2 emissions and the achievement of reduction responsibilities* of SuMi TRUST Bank's offices covered by the Tokyo Metropolitan Environmental Security Ordinance

Plan period:
FY2020 to FY2024

Unit
Fuchu Building Head Offi ce Building

FY2020 FY2021 FY2020 FY2021

(1) Reference emissions t-CO2 25,704 25,704 13,287 13,287

(2) Maximum emissions t-CO2 18,764 18,764 11,294 11,294

(3) Reduction obligations t-CO2 6,940 6,940 1,993 1,993

(4) CO2 emissions t-CO2 10,670 9,845 9,053 9,112

(5) Emission reductions t-CO2 15,034 15,859 4,234 4,175

(6) Excess reductions ((5) – (3)) t-CO2 8,094 8,919 2,241 2,182

Ta
rg

et
s

Re
su

lts



Climate Change45

electric power is expected to account for approximate-
ly 32% of Japan's energy-derived CO2 emissions in 
2030.*4

･  Financial institutions are expected to play a major role 
in the electric power sector, where—during the process 
leading up to decarbonization—it will be necessary to 
introduce next-generation power generation technol-
ogies, including renewable energy sources, hydrogen 
thermal power, and ammonia thermal power, which 
means that it will be necessary to pay research and de-
velopment costs as well as capital investment costs.

STEP 3: We set the emission intensity level as a range 
based on the consideration of characteristics of the elec-
tric power sector and the effectiveness of the targets.
·  In the electric power sector, although society demands 

decarbonization through the rapid introduction of 
next-generation technologies, it is also necessary to 
continue to provide a stable supply of energy given that 
energy is the foundation of both daily and economic life.

·  Based on the above sector characteristics, it is neces-
sary to provide support related to the decarbonization 
needs of clients in the electric power sector and the de-
mand for power, which is expected to increase, by set-
ting and achieving emission intensity (GHG emissions 
per unit of generated power) targets.

·  The range must be capable of covering the level well 
below the 2°C ("the 2°C target") in line with the Paris 
Agreement as well as the 1.5°C target.

(3) Our plan to set interim reduction targets
We plan to set 2030 interim reduction targets for the oil 
and gas sector by March 2023.

We also plan to set targets for seven of the nine NZ-
BA-specifi ed sectors*5 (the sectors other than power 
and oil and gas) by September 2024.

(1) Setting 2030 interim reduction targets
To pursue the policy of achieving net-zero GHG emis-
sions of its investment and loan portfolios by 2050, the 
SuMi TRUST Group will set specifi c reduction targets and 
work out detailed action plans fi rst for major sectors, and 
then for other sectors, in order to achieve net-zero emis-
sions by 2050 based on the framework of the NZBA.

The NZBA requests its members to set GHG emission 
reduction targets by sector using science-based scenar-
ios, including the Financial Sector SBT Guidance provid-
ed by the Science Based Targets initiative. We plan to set 
targets following such scenarios.

Based on the above policy, in October 2022, we set 2030 
interim reduction targets for the electric power sector.

(2) Our approach to setting interim reduction targets in 
the electric power sector
STEP 1: Regarding the GHG emissions of our investment 
and loan portfolios,*1 to gain an understanding of our 
overall GHG emissions and use the results to conduct a 
survey of our sector-specifi c GHG emissions and assign 
an order of priority to sectors for which targets should 
be set, we performed initial calculations in December 
2021.*2

STEP 2: We chose to set 2030 interim reduction targets 
for the electric power sector in particular because:
･  Based on the results of the initial calculations in STEP 

1, the GHG emissions of the electric power sector are 
relatively high.

･  The electric power sector is assumed to be a key in-
dustry to promoting decarbonization given that (a) the 
electric power is expected to account for approximate-
ly 49% of Japan's fi nal energy consumption in 2050 
and to be Japan's largest energy source*3 and (b) the 

SuMi TRUST Group Carbon Neutral Commitment 

Achieve net-zero GHG emissions in investment and loan portfolios by 2050.

2030 interim reduction targets in line with the NZBA framework

Electric power sector: 138 to 173 g-CO2eq/kWh

*1: GHG emissions by clients multiplied by the percentage the Group is accountable for through investments and loans
*2:  For our calculations, we limited the calculation scope to major segments and applied a simple method in some cases where it was not possible to 

apply the measurement method stipulated by the Partnership for Carbon Accounting Financials (PCAF)
*3: IEA SDS scenario
*4: Sixth Strategic Energy Plan, Ministry of Economy, Trade and Industry
*5:  Nine NZBA-specified sectors: the following high-carbon intensity sectors in the NZBA guidelines for which setting targets is considered a priority: agri-

culture, aluminum, cement, coal, commercial and residential real estate, steel, oil and gas, power generation, and transportation

セグメント別GHG排出量比率(三井住友信託銀行 国内事業法人宛投融資＋住宅ローン）

・ セグメントは、国立環境研究所公表「日本の温室効果ガス排出量  
 データ」におけるCO2部門別排出量の表示区分に準拠
・ 算定対象は三井住友信託銀行における国内事業法人宛投融資
 および住宅ローン

部門別のGHG排出量
当社帰属分(%)

合計 産業部門

After October
2025 

By September
2025

By September
2024

By March
2024

By October
2023

By March
2023

October
2022

October
2021

Make reduction plans
for the 9 NZBA-specified 

sectors

Set reduction targets 
for the 9 NZBA-specified 

sectors

Set reduction targets 
for the oil and gas sector

Make a reduction plan
for the electric 
power sector

Set reduction targets 
for the oil 

and gas sector

Set reduction targets for 
the electric power sectorJoined the NZBA

Reduction targets/
plan formulation

Review the reduction plans 
for the sectors

2021年
10月

2023年
4月まで

2024年
4月まで

2024年
10月まで

2025年
10月まで

2025年
10月～

NZBA加盟削減目標･
計画策定

高優先セクター※1

削減目標設定
高優先セクター

具体的削減計画策定

NZBA指定
9セクター※2

削減目標設定

NZBA指定
9セクター

具体的削減計画策定
各セクターの
削減計画見直し

高優先セクター
排出量算定の高度化排出量算定

高優先セクターの
排出量算定※3と
開示を開始

（以降12カ月ごと）

9セクター
排出量算定の高度化

9セクターの
排出量算定と
開示を開始

（以降12カ月ごと）

排出量算定の高度化
&　定期的な開示

エネルギー
転換部門

業務その他
部門

工業プロセス
および製品の使用

運輸部門 家庭部門

100.0% 40.1%

33.6%

10.5%
7.1%

6.7%
2.1%

平均炭素強度
(売上あたり排出量
(当社帰属分)) :
6.4 MtCO2eq/JPYMn

GHG Emissions in Investment and Loan Portfolios

Sector-specifi c interim reduction targets
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to overseas corporations, project finance, ship finance, 
and real estate non-recourse loans, and we also applied 
sector classifications based on the carbon-related sec-
tors in the TCFD Recommendations to measure our total 
emissions. In addition, we utilized external vendors to 
improve the quality, including expanding the scope of 
collected disclosure data. For details, see the Appendix.
*1  PCAF: Partnership for Carbon Accounting Financials. An international 

initiative established in 2015 that consists mainly of European financial 
institutions. The PCAF develops methods for measuring GHG emissions 
related to all asset classes in investments and loans, etc. while also pro-
viding support to help organize such data.

*2  PCAF Standard: The Global GHG Accounting and Reporting Standard for 
the Financial Industry. This standard was disclosed by the PCAF in 2020 
and covers the measurement of emissions in the 15 Scope 3 categories 
by asset class.

(2) Measurement results
The total GHG emissions of the investment and loan 
portfolios covered by this measurement amounted to 
83.1 million t-CO2e, and the amount coverage rate*3 was 
93.6%. For details, see the “Investment and loan portfo-
lios: GHG emissions by sector (as of the end of March 
2022)” table below.

(1) Measurement policy overview
To measure the GHG emissions of our investment and 
loan portfolios, we use the methodology stipulated by 
the PCAF Standard,*1*2 which is also recommended by 
the TCFD Recommendations.

In FY2021—to grasp an overview of the GHG emis-
sions of our investment and loan portfolios in connec-
tion with putting our Carbon Neutral Commitment into 
practice—we performed measurement as calculations 
that covered our investments in and loans to domestic 
corporations as well as some of our home loans, and we 
became aware that further refining our measurement of 
GHG emissions based on the PCAF Standard is an issue.

In FY2022—to more precisely understand the situation 
of our emissions in carbon-related sectors—applying 
our understanding of the refinement issue we became 
aware of as a result of our trial calculations during the 
previous fiscal year, expanding our measurement scope 
based on the PCAF Standard, and improving the qual-
ity, we remeasured our emissions. More specifically, in 
addition to investments in and loans to domestic corpo-
rations as well as home loans, we expanded our mea-
surement scope to also include investments in and loans 

■ Investment and loan portfolios: GHG emissions by sector (as of the end of March 2022)

Sector
Financed emis-

sions*4 Scope 1, 2 
(million t-CO2e)

Financed emis-
sions Scope 3 

(million t-CO2e)

Financed emissions 
Measurement bal-

ance (trillions of yen)

PCAF data quality 
score*4 Scope 1, 2

PCAF data quality 
score Scope 3

Power 11.5 5.4 1.9 2.6 2.3

Oil and gas 4.3 14.2 0.8 2.3 2.7

Coal 0.1 0.1 0.1 4.0 4.0

Air cargo 0.1 0.1 0.1 2.8 3.5

Passenger aviation 0.2 0.1 0.1 2.0 2.0

Marine transportation 4.9 0.4 1.3 2.4 3.3

Railways 0.2 0.3 0.9 2.2 3.1

Truck services 0.1 0.1 0.2 4.0 4.0

Automobile components 0.3 4.9 0.5 2.8 2.9

Metal and mining (except aluminum and steel) 0.2 0.3 0.1 2.9 3.5

Steel 3.3 2.1 0.3 2.3 2.4

Aluminum 0.1 0.4 0.1 1.6 3.3

Chemicals 1.5 2.3 0.5 2.4 2.6

Building materials (except cement) 0.1 0.1 0.1 3.2 4.0

Cement 0.8 0.1 0.1 2.5 2.5

Capital goods 1.3 13.0 2.4 2.5 3.2

Real estate 0.3 0.8 3.7 3.0 2.8

Drinks 0.1 0.2 0.1 2.9 2.9

Agriculture 0.8 0.2 0.1 4.0 4.0

Packaged food and meat 0.2 1.1 0.2 3.4 3.7

Paper and forest products 0.5 0.4 0.1 2.1 2.8

Home loans 1.0 — 10.3 4.0 —

Non-carbon related 1.3 4.0 6.7 3.8 3.8

Total 32.6 50.5 30.1 — —

*3  Coverage rate: calculated by using the total investments and loans related to all covered assets as the denominator and the total investments and loans related 
to all measured financed emissions with a PCAF data quality score of 4 or higher as the numerator

*4 For details on how financed emissions were measured as well as PCAF data quality scores, see the Appendix.

Measuring the GHG emissions in investment and loan portfolios
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ble (equivalent to score 1 and 2), and—in the case where 
borrowers do not disclose such data—we estimate the 
GHG emissions (equivalent to Score 4) by using the sec-
tor-specific carbon intensity per unit of sales provided 
by the PCAF, etc. Including estimated GHG emissions in 
our measurement made it possible to cover borrowers 
who do not disclose data on GHG emissions, which of-
fers the advantage of better comprehensiveness, but—in 
order to more accurately understand the actual situation 
of GHG emissions and manage reduction targets—it is 
necessary to measure GHG emissions by using data with 
higher quality. We will therefore aim to improve the data 
quality by engaging with borrowers and investees and 
by considering how to utilize external vendors, etc.

2. Expanding assets for measurement
As calculation methods have not yet been established, 
aircraft finance, fund investment, and other areas were 
excluded from our most recent measurement, but we 
will continue to consider suitable measurement methods 
and expand our coverage based on the consideration of 
the importance of the extent of our exposure,etc.

3. Establishing a measurement process
In FY2022, the specific process necessary to continuous-
ly measure GHG emissions became clear by utilizing our 
experience of trial calculations in FY2021 and awareness 
of our issues and greatly expanding our measurement 
coverage scope based on the PCAF Standard along with 
taking steps to address everything related to measure-
ment, from data collection to itself. We will consider and 
develop in-house structures, including the formulation 
of databases and systems, to more efficiently and accu-
rately measure GHG emissions.

Measurement-related assumptions and supplemental 
information
･  We are aware that the current disclosure situation of 

our borrowers and investees are various. In some cas-
es, disclosure information cannot be obtained, in some 
cases disclosure areas are limited, and in some cases 
the measurement method is in the process of being 
upgraded. Therefore, as disclosure becomes more ad-
vanced, emissions values can change considerably.

･  In cases where we cannot obtain the information dis-
closed by borrowers and investees for the purpose of 
our measurement, we estimate the emissions based 
on the carbon intensity data provided by the PCAF, 
IEA, etc. in line with the PCAF Standard. If this carbon 
intensity data is updated, it could cause a significant 
change in the emissions values. In addition, the used 
carbon intensity values might be changed to achieve 
measurement using the most suitable method accord-
ing to the business characteristics. In such cases, we 
will clearly state the changes and publish our measure-
ment results.

(3) Future policy
For our most recent measurement, although we ex-
cluded some investment and loan assets, we achieved 
an amount coverage rate of 93.6% and therefore cov-
ered most of SuMi TRUST Bank's financed emissions, 
including carbon-related sectors. However, there are 
still a number of measurement-related issues, including 
further improvement of the data quality, and we realize 
that it is necessary to increase the sophistication of our 
approach. Specific examples of these issues are provid-
ed below.

1. Improving data quality
For our most recent measurement, we collect disclosed 
data on GHG emissions by borrowers as much as possi-
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Chapter 4

Metrics and Targets

2030
Halves the emission intensity of 50% of all 
assets under management (approximately 

¥85 trillion) compared to 2019

Halves the emission intensity of 43% of all 
assets under management (approximately 

¥31 trillion) compared to 2019

2050 Net-zero GHG emissions by investee companies

Sumitomo Mitsui Trust Asset Management and Nikko 
Asset Management participate in the NZAMI, an interna-
tional initiative of asset management companies aimed 
at the achievement of net-zero GHG emissions by invest-
ee companies by 2050.

GHG Emissions in Asset Management Portfolios

To achieve this 2050 target, both of these companies 
set 2030 interim reduction targets this fi scal year. We will 
continue to conduct engagement activities while striving 
to increase the sophistication of our operations to help 
achieve a decarbonized society.

Sumitomo Mitsui Trust Asset Management Nikko Asset Management

■Coal-fired power generation loan balance targets (total loan basis)

Loan balance for coal-fi red power generation FY2019 FY2021 FY2030 FY2040

Project fi nance ¥133.8 billion ¥142.7 billion Half compared to FY2019 Zero

Corporate fi nance (new/expansion) — ¥20.1 billion — Zero

In March 2018, SuMi TRUST Bank adopted a general 
policy of no longer providing project loans for new 
coal-fired power generation projects while also an-
nouncing the intention to reduce the project loan 
balance to 50% compared to the fiscal year ended in 
March 2021 by FY2030 and to reduce the balance to 
zero by FY2040.

Later, in October 2022, SuMi TRUST Bank also ad-
opted a general policy of no longer providing cor-

Loan Balance for Coal-Fired Power Generation

porate loans for coal-fired power generation if the 
funds are used for new equipment installation or 
expansion, and set a target to reduce the balance 
to zero for both project and corporate loans (if the 
funds are used for new equipment installation or ex-
pansion) by FY2040.

At the same time, we will continue to support the 
funding needs of borrowers related to their transition 
to decarbonization, toward a decarbonized society.

New target
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Our Group monitors “exposure to carbon-related as-
sets”*1 as a metric for understanding climate change risk 
based on the TCFD Recommendations.

Responding to expanded defi nition of carbon-related 
assets, based on revisions to the TCFD Recommenda-
tions in October 2021, we have expanded disclosed sec-
tors.*2 Our exposure to carbon-related assets as of the 
end of March 2022 amounted to ¥14.6 trillion, which was 
39.1% of our credit exposure in all sectors. In October 
2022, SuMi TRUST Holdings disclosed 2030 GHG-emis-
sion interim reduction targets for the electric power sec-
tor in line with the NZBA framework and also plans to 
formulate a specifi c transition plan by October 2023. In 
addition, we plan to disclose interim reduction targets 
for the oil and gas sector by the end of FY2022 and for-
mulate a specifi c transition plan by the end of FY2023. In 
addition to handling the above interim reduction targets 
and specifi c transition plans, SuMi TRUST Holdings will 
consider our recently established sector-specifi c climate 
change transition risk heat map (see Chapter 2), etc. to 
promote actions aimed at achieving net-zero GHG emis-
sions from our investment and loan portfolios while also 
continuing to monitor our exposure and appropriately 
manage our exposure concentration risk.
*1  Exposure to carbon-related assets: We define exposure to carbon-relat-

ed assets as our credit exposure to sectors classified as carbon-related 
assets (although this excludes independent power producers of renew-
able-energy). The calculation scope includes the loan amounts, accep-
tances and guarantees, commitment lines, etc. of SuMi TRUST Bank and 
Sumitomo Mitsui Trust Bank (Thai) Public Company Limited.

*2  Sectors are classified based on the GICS (Global Industry Classification 
Standard). Note that—of the sectors for which disclosure is recommended 
based on the TCFD Recommendations—“metal and mining” and “build-
ing materials” are categorized based on the NZBA sector classifications 
as follows, similarly to the “sector-specific transition risk heat map” in 
Chapter 2 :
Metal and mining → steel, aluminum, metal and mining (except steel and 
aluminum)
Building materials → cement, building materials (except cement)

Exposure to Carbon-Related Assets

■Carbon-related asset exposure as of the end of March 2022

Sector Exposure
 (trillions of yen)

Concentra-
tion ratio

Power 2.3 6.0%
- Renewable energy 0.9 2.5%
Oil and gas 1.1 2.9%
Coal 0.1 0.1%
Energy subtotal 3.3 8.9%

Air cargo 0.1 0.1%
Passenger aviation 0.4 1.2%
Marine transportation 1.4 3.8%
Railways 1.0 2.5%
Truck services 0.2 0.5%
Automobile components 0.6 1.7%
Transportation subtotal 3.7 9.9%

Metal and mining (except aluminum and steel) 0.1 0.3%
Steel 0.3 0.8%
Aluminum 0.1 0.2%
Chemicals 0.5 1.4%
Building materials (except 
cement) 

0.1 0.1%

Cement 0.1 0.1%
Capital goods 2.8 7.4%
Real estate 4.3 11.4%
Materials and buildings subtotal 8.1 21.6%

Drinks 0.1 0.3%
Agriculture 0.1 0.1%
Packaged food and meat 0.2 0.5%
Paper and forest products 0.1 0.3%
Agriculture, food, and forest products subtotal 0.4 1.1%

Total for the above sectors 15.5 41.6%

Carbon-related asset expo-
sure*3

14.6 39.1%

Total for all sectors*4 37.4 100.0%
*3  Total for the above sectors excluding amounts related to renewable energy
*4  Total amounts of loans, acceptances and guarantees, commitment lines, 

etc. of SuMi TRUST Bank and Sumitomo Mitsui Trust Bank (Thai) Public 
Company Limited
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Sumitomo Mitsui Trust Holdings, Inc. 
Carbon Neutrality Planning and Management Department
Corporate Planning Department

1-4-1 Marunouchi, Chiyoda-ku, Tokyo 100-8233, Japan
URL: https://www.smth.jp/english/sustainability

Recently, in addition to the ongoing COVID-19 pandemic, the world has been facing an in-
creasingly serious energy crisis due to problems in Ukraine, but, at COP27, which was held in 
November 2022, an agreement was reached to establish a “Loss and Damage Fund,” and the 
importance of achieving the 1.5°C target of the Paris Agreement was reaffi rmed.

Our Group also continues to view climate change as an important issue that must be pri-
oritized, and—to achieve our Carbon Neutral Commitment—we promoted various initiatives 
this year as well, the details of which are introduced in this report.

SuMi TRUST Bank has set 2030 interim reduction targets for the GHG emissions of its in-
vestment and loan portfolios in line with the NZBA framework, and both Sumitomo Mitsui 
Trust Asset Management and Nikko Asset Management have set 2030 interim reduction tar-
gets for the GHG emissions of their asset management portfolios in line with the NZAMI. 
As our approach to carbon neutrality, we recognized and shared again the importance of 
emphasizing “dialogues with all of our stakeholders to gain an understanding of relevant 
issues and needs (Engagement)” and making a commitment to “developing and providing 
products and services for achieving the transition (Solution).”

To maintain our “unique to a trust bank” approach regarding the decarbonization of en-
trusted assets under management, entrusted real estate, and other off-balance-sheet assets 
as well, we have also started providing investment opportunities considering climate change 
issues, offering support to facilitate the calculation of GHG emissions of clients, and provid-
ing a non-fossil certifi cate purchasing service. We will continue to fully utilize the Group's 
functions to help achieve a decarbonized society.

Regarding the disclosure of information in line with the TCFD Recommendations, the level 
of best practices seems to be increasing every year. By listening to the opinions of all of our 
stakeholders and engaging in communication that is more meaningful and effective for ad-
dressing climate change, we will contribute to the sustainable development of society as we 
realize the growth of the Group itself. We will also endeavor to achieve our purpose (reason 
for existence): creating new value with the power of trusts and let prosperous future for our 
clients and society bloom.

We look forward to your ongoing support.

Postscript
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■Overview of our approach to measuring portfolio GHG emissions

Condition item Conditions details

Exposure Loans, acceptances and guarantees, and listed stocks

Assets Investments in and loans to domestic corporations, investments in and loans to overseas corpora-
tions, project finance, ship finance, real estate non-recourse loans, and home loans

Sectors Classified into 21 carbon-related asset sectors based on sectors for which the NZBA requires 
disclosure of emissions as well as items for which disclosure is recommended in the TCFD 
Recommendations, non-carbon-related assets, and home loans*1

Basic equation Financed emissions = attribution factor × company emissions

Reference dates Investment and loan balance: end of March 2022
Financial indicators, including borrower and investee sales revenue: the latest financial result peri-
od of each borrower and investor in SuMi TRUST Bank's portfolios when measurement was con-
ducted in November 2022

Emission data sources We obtain the GHG emission data of borrowers and investees via external vendor information, 
information disclosed on the websites of each company, and disclosed GHG emission data directly 
obtained by SuMi TRUST Bank.
In cases where the data above cannot be obtained, we multiply the “power output,” “oil and gas 
production volume,” “real estate and residential floor space,” or “sales revenue (in other cases)” by 
the corresponding carbon intensity per unit in line with the PCAF Standard.

(1) Basic policy for measuring GHG emissions
We will continue to measure the GHG emissions of our 
investment and loan portfolios and regularly disclose the 
results through this report, etc. We will measure these 
emissions in line with internationally adopted standards 
for measuring GHG emissions, including the PCAF Stan-
dard, which was disclosed by the PCAF in 2020.

The PCAF Standard defi nes quality scores, and it is 
necessary to use measurement methods with high qual-
ity scores to gain an accurate understanding of the GHG 
emissions of borrower and investee activities. As it re-
quires collecting the both disclosed information related 
to the GHG emissions of borrowers and investees, and 
the data related to their various business activities, we 

Appendix. 

will strive to improve our data collection approach and 
conduct measurement with high quality scores.

(2) Approach to measuring portfolio GHG emissions
1. Considering basic measurement conditions
We consider our approach to measuring GHG emis-
sions by referring to the Ministry of the Environment's 
Research Report on Utilizing and Increasing the Sophisti-
cation of Portfolio Carbon Analysis, which uses the PCAF 
Standard method as the basis for measuring total emis-
sions. Our basic policy for measuring target assets, tar-
get sectors, etc. is described below.

■Sector classifications

Target sectors

Power Railways Marine 
transportation

Metal and mining
(except steel 

and aluminum)
Real estate Chemicals Agriculture

Coal Automobile 
components Air cargo Steel

Building 
materials 

(except cement)
Capital goods Packaged food 

and meat

Oil and gas Truck services Passenger aviation Aluminum Cement Drinks Paper and forest 
products

*1  We classify sectors based on the GICS codes (Global Industry Classification Standard). Borrowers and investees whose GICS codes cannot be identified by 
external vendors are instead identified in-house by SuMi TRUST Bank by referring to the Japan Standard Industrial Classification.
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2.  Method for measuring fi nanced emissions based on 
the PCAF Standard

A.  Data quality scores of borrower and investee GHG 
emissions

The PCAF Standard defi nes data quality scores, and—
when measuring the GHG emissions of investment and 
loan portfolios—it is recommended to use data with as 
high a score as possible. For our most recent measure-
ment, we prioritized measurement using GHG emission 
data based on disclosed borrower and investee informa-
tion in line with the above data quality score approach. In 
cases where it was not possible to obtain GHG emission 
data based on disclosed borrower and investee informa-
tion, we followed the PCAF Standard and estimated the 

B. Equations
To measure fi nanced emissions, we use a methodology 
based on the PCAF Standard as indicated in the sec-
tor-specifi c guidance in the TCFD Recommendations. 
The methodology based on the PCAF Standard is ap-
proved in line with the GHG Protocol, international stan-
dards for measuring GHG emissions.

emissions by using the sector-specifi c carbon intensity 
data provided by the PCAF, etc.* Note that all the mea-
surements of assets selected this time had a data quality 
score of 4 or higher. In addition, to calculate the data qual-
ity score of each sector, we used the weighted average 
values by investment and loan amount for each sector 
based on the PCAF Standard methodology.
* Estimation methods used by SuMi TRUST Bank and scores

Estimation based on the power output (carbon intensity source: IEA), 
equivalent to score 3
Estimation based on the oil and gas production volume (carbon intensity 
source: IEA), equivalent to score 3
Estimation based on the real estate floor space (carbon intensity source: 
CRREM), equivalent to score 4
Estimation based on the sales revenue (carbon intensity source: PCAF), 
equivalent to score 4

The specifi c procedure to calculate emissions in in-
vestment and loan portfolios by the PCAF Standard is as 
follows: fi nanced emissions are measured by multiplying 
the attribution factor—fi nancial interests, which are equal 
to the share of the investment and loan amounts to the 
total fi nancing amounts of borrowers and investees—by 
the GHG emissions of borrowers and investees.

■PCAF data quality score table (source: PCAF Standard)

Data 
quality

Method to 
estimate emissions Overview

Score 1 Reported emissions 
by companies

1a Verified emissions data of the company is available.

Score 2

1b Unverified emissions data of the company is available.

Business 
activity-based 
emissions

2a
Emissions are estimated using primary business activity data of the com-
pany's energy consumption and carbon intensities specific to that data. 
Relevant process emissions are added.

Score 3 2b Emissions are estimated using primary business activity data of the com-
pany's production and corresponding carbon intensities.

Score 4

Economic 
activity-based 
emissions

3a Emissions are estimated using the company's revenue and carbon intensi-
ty per revenue of the sector.

Score 5

3b Emissions are estimated using the company's investment and loan bal-
ance as well as the carbon intensity per asset of the sector.

3c
Emissions are estimated using the company's investment and loan bal-
ance, carbon intensity per revenue of the sector, and asset turnover ratio 
of the sector.

D
at

a 
q

u
al

it
y

Lo
w

H
ig

h

Financed emissions = Σc Attribution factorc × Emissionsi

    Outstanding amountc
Attribution factorc ＝

  　　 Total equity + debtc

Financed emission equations (source: PCAF Standard)

* For our ship finance estimates, we conducted measurement by referring to the project finance measurement methods in the PCAF Standard, etc.
*  Because the sector-specific carbon intensities provided by the PCAF only include upstream Scope 3 carbon intensities (not downstream) at present. We only 

estimated upstream Scope 3 emissions, when the estimation was conducted using the sector-specific carbon intensities provided by the PCAF. In the future, if we 
also include downstream Scope 3 emissions in our estimates, this could change our values considerably.
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3. Collecting measurement-related data
We collect the data below to conduct measurement 
based on the PCAF Standard. Because the measure-
ment of GHG emissions is a new initiative for us, there is 
still a lot of data that cannot currently be obtained from 
our in-house database, so we have started developing 
new collection processes to obtain it.

A. Collecting disclosed data of GHG emissions
We collect disclosed data of GHG emissions from sourc-
es that include the information of external vendors and 
ESG-related data disclosed by companies. In cases 
where we can confi rm that a third-party certifi cate, score 
1 is assigned to such data, and otherwise, score 2 is as-
signed.

B. Collecting data for estimating GHG emissions
In cases where data cannot be obtained using the meth-
ods described above, we collect data of power output, 
production volume, sales revenue, etc. from fi nancial re-
ports and other various disclosed information obtained 
by SuMi TRUST Bank, and then we use the sector-specifi c 
carbon intensity data provided by the PCAF, the carbon 
intensity data provided by the IEA, and other informa-
tion to estimate the emissions.

C. Collecting fi nancial data
Regarding the fi nancing amount necessary to calculate 
attribution factor, we collect the necessary data from in-
house fi nancial data or fi nancial reports. Note that the 
reference date for such fi nancial data is the end of March 
2022.



•  Companies are asked to use their own judgment on whether or not to adopt any of the proposals presented by Sumitomo 
Mitsui Trust Bank based on this document.

•  Companies that do not adopt the proposals made by Sumitomo Mitsui Trust Bank based on this document will not be subject 
to disadvantageous treatment with regard to other transactions with Sumitomo Mitsui Trust Bank, nor will the adoption of 
proposals constitute the requirement for engaging in other transactions with Sumitomo Mitsui Trust Bank.




