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Message from the President and CEO

term under review, primarily due to a decrease in substandard loans.

The classified asset ratio (proportion to total loan balance) declined

to 0.8%, 0.1% lower than at the end of the preceding period. 

Our consolidated BIS capital adequacy ratio increased by

0.65% from 10.90% at the end of the preceding period to

11.55%, primarily due to the accumulation of retained earnings

and the issuance of perpetual subordinated bonds, which was the

first issuance of publicly offered bonds in Euro markets for

Sumitomo Trust.

Growth Strategy and Main Directions from
This Term Onwards

Good Performance Primarily in the Retail, 

Real Estate, and Fiduciary Businesses

Upon completely paying off public funds in January 2004,

Sumitomo Trust quickly shifted its focus to “offensive management”

and has aggressively channeled management resources into growth

fields. With our efforts to accelerate the growth of existing business-

es, performance has been successfully improving in all business

departments. In particular, we focused our resources on our retail

and real estate businesses as our growth engines. In the first half of

fiscal year 2006, Sumitomo Trust recorded continuously improved

financial results in those retail and real estate businesses. In addition,

the fiduciary business, which is a core competence of Sumitomo

Trust, recorded substantial growth reflecting both market expansion

and the improvement of the market share of Sumitomo Trust.

Looking at retail financial services, the total depositary assets

from retail clients at the end of the term under review had recorded

solid growth for both deposits and mutual funds, reaching ¥9.6 tril-

lion, ¥0.4 trillion higher than at the end of the preceding period. In

fiduciary services, the end of term trust account balance of asset man-

agement and asset servicing grew substantially to ¥61.6 trillion, ¥6.1

trillion higher than at the end of the preceding period. This increase

in volume produced steady growth in fee revenue. The real estate

business also achieved greater revenue from real estate brokerage fees

than in the same period the previous year, reflecting the continuing

good conditions in the real estate market. Moreover, regarding the

loan business, although the demand for funds of corporations was still

weak, Sumitomo Trust has actively worked to increase high quality

assets with reasonable margins, such as housing loans, real estate non-

recourse loans and overseas loans. Through these efforts, the loan bal-

ance at the end of the term under review grew to ¥10.6 trillion, a

¥501.3 billion increase from the end of the preceding period.

I am pleased to present this report of the first-half financial state-

ment for The Sumitomo Trust & Banking Co., Ltd.*1 to all our

many customers, shareholders, and employees who have provided

us with such wonderful support. The results within the financial

statement are current as of September 30, 2006.

Review of the First Half of Fiscal Year 2006

Results in the Term under Review: 

Setting a new record for the first half

Looking at Sumitomo Trust’s consolidated business performance

in the term under review, net business profit before credit costs

reached ¥105.3 billion for a year-on-year increase of 4.1%, and net

operating income reached ¥99.1 billion, up 12.8%.

Our overall company performance improved with the solid

performance of sales commissions on mutual funds and individual

annuities, trust fees for investment trusts and pension trusts, etc.,

as well as real-estate related fees, and in particular the growth of

fiduciary, real estate, and retail financial services. The increase was

enough to cover the decline in market-derived profits, which had

performed well in the same period the previous year. Looking at

costs, for the term under review, non-consolidated total credit costs

(costs from the disposal of non-performing loans), which we had

forecast at ¥10.0 billion, only came to ¥3.3 billion, thereby con-

tributing to an increase in net income.

In addition, revenue from our group companies increased

mainly due to the contribution from the consolidation of our new

subsidiaries, First Credit Corporation*2 and STB Real Estate

Investment Management Co., Ltd. As a result, consolidated net

income in the first half increased 19.1% year-on-year to ¥63.9 bil-

lion. Both net operating income and net income were first half

records for Sumitomo Trust.

Financial Position in the Term under Review: 

Both the quality and quantity of assets have increased

Looking at our consolidated financial position, total assets reached

¥20.9 trillion, ¥283.0 billion higher than at the end of the preced-

ing period due to remarkable growth of both loans and deposits,

which reflected the steady and strong expansion of our franchise.

At the same time, we are also making efforts to continuously

improve the quality of our assets. On the basis of the banking

account and principal guaranteed trust account combined, we

reduced the balance of total non-consolidated assets classified under

the Financial Reconstruction Law to ¥100.2 billion at the end of the
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Promotion of Alliance Strategy

The biggest current challenge facing Sumitomo Trust is an expan-

sion of our customer base. In full recognition of this, we took a

series of measures in the fiscal year 2005 to expand our customer

base through acquisitions and alliances. Fiscal year 2006 is the time

to advance this strategy to a phase of producing concrete results.

Sumitomo Trust has been focusing on maximizing the synergistic

effects derived from our capital and business alliance partnerships.

In the first half of this fiscal year, for example, the First Credit

Corporation, which we acquired in November 2005, substantially

increased its balance and improved its net income to ¥4.9 billion, a

year-on-year increase of ¥1.9 billion. This was partly due to the

strongly performing real estate market but also due to the brand

effect of belonging to our group. Furthermore, although Sumishin

Matsushita Financial Services Co., Ltd., which we consolidated in

April 2005, recorded declining profits mainly due to non-recurring

profit posted in the previous year (write backs due to unifying stan-

dard for reserves), it has increased sales volume by expanding its

service lineup to new fields, such as operating leases, various loans,

and a trust agency business.

Regarding our alliance with The Yachiyo Bank, Ltd., a region-

al bank which has an extensive office network and customer base in

the western suburbs of Tokyo, we have commenced providing our

products, such as mutual funds managed by STB Asset

Management Co., Ltd. and real estate brokerage services offered by

Sumishin Realty Co., Ltd., to the bank for sales to their clients.

Regarding our alliances with SBI Holdings Inc., we have started

several business alliances, including co-development of mutual

funds, and have established a new Internet-based banking prepara-

tory company, which is planning to commence an Internet-based

banking business in the first half of the fiscal year 2007.

Moreover, Sumitomo Trust conducted a public tender offer

of shares of STB Leasing Co., Ltd.*3 and made the company its

wholly owned subsidiary in December this year. By clearly posi-

tioning STBL as one of its core subsidiaries and effectively utilizing

the management resources of the group, we will aim to strengthen

its competitiveness and increase consolidated revenues. Sumitomo

Trust will also pursue intergroup reorganization of STBL and

Sumishin Matsushita Financial Services Co., Ltd. around 2008

and strengthen its unique group financial strategy.

Strengthening Our Policy of 

Profit-Sharing with Shareholders

Sumitomo Trust positioned the policy of profit-sharing with share-

holders as one of its top concerns, and announced the new policy

in May 2004. Under the policy, Sumitomo Trust plans to share

profits with shareholders in accordance with profit level of each fis-

cal year, by dividend and share buy-back.

We further strengthened this policy in May this year. To fur-

ther expand profit-sharing with shareholders, we established a divi-

dend policy of increasing the payout ratio relative to consolidated

net income to about 30% over the medium term. Under this poli-

cy, based on the earnings forecast for fiscal year 2006, full-year

common stock dividends for fiscal year 2006 are expected to be

¥17 per share (equivalent to a consolidated payout ratio of 23.7%).

On that basis, we will pay out half of that amount, ¥8.5, as an

interim dividend.

In Conclusion

Looking at Japan’s financial industry, the mega-banks have com-

pletely repaid public funds. Financial institutions, which have

achieved a sound financial foundation, are now entering a new

competitive stage on which they compete to improve their ability

to increase revenues and offer more precise services aimed at

increasing customer satisfaction.

Sumitomo Trust has as its focus to be a “top quality trust bank

group that puts the customer first,” offer a diverse range of products

and services that take full advantage of the strengths of a trust bank

that jointly operates “banking, trust and real estate businesses,” and

endeavor to expand our services base while pursuing quality.

In concluding this message, I hereby solicit your continued

support in all our endeavors.

*1 hereinafter Sumitomo Trust
*2 First Credit Corporation was consolidated in the second half of fiscal year 2005. As

such, the figures for the first half of fiscal year 2005 are not reflected in the consolidat-
ed results.

*3 hereinafter STBL

December 2005 

Yutaka Morita    President and CEO




