
 Good morning, ladies and gentlemen.  

 Let me take this opportunity to express my appreciation for your interest in us and 

for your ongoing support and understanding. 

 Starting from April 2017, we have embarked on our three-year Medium-Term 

Management Plan, which ends in FY3/20. In the past year, we put various initiatives 

into action to attain the goal of becoming a financial group with high quality and 

achieved some positive results, suggesting we are on the right track. 

 Now, you may have noticed that our logo has been changed in the commercials you 

watched here earlier and the materials we distributed.  

 Our new management structure has been working well and group-wide initiatives 

have steadily been implemented. In order to promote this further, we have 

designated “SMBC” as the new master brand of our group, effective April 2018. We 

plan to accelerate group-wide initiatives as “SMBC Group” under our new brand 

strategy. 

 Today I would first like to make a presentation for about 40 minutes before 

answering any questions you may have. 

 

 

1 



2 



 This is today’s agenda. 

 First I will present the performance of FY3/18 and our earnings targets for FY3/19, 

followed by the progress of the Medium-Term Management Plan and initiatives 

going forward, and our capital policy.  
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 Here is the performance summary of FY3/18.  

 Profit attributable to owners of parent was ¥734.4 billion, an increase of ¥27.8 billion 

from the previous year and ¥104.4 billion higher than our FY3/18 target.  

 Factors affecting year-on-year changes are shown on the right hand side. Top-line 

earnings grew due to the steady performance of the retail and international business 

units, while the rise in equity in gains of affiliates also contributed to the increase of 

consolidated net business profit. Consequently, profit attributable to owners of parent 

increased due to lower credit costs and higher gains on stocks, offsetting the loss of 

the previous year’s tax benefits resulting from the implementation of the consolidated 

corporate-tax system. 

 Going back to the table on the left hand side, our FY3/19 targets are consolidated 

net business profit of ¥1,155 billion yen and profit attributable to owners of parent of 

¥700 billion. 

 Our target for profit attributable to owners of parent is ¥34.4 billion lower than in 

FY3/18, which reflects an increase in total credit cost and lower gains on stocks. It 

also includes a one-time positive effect of ¥50 billion from the reorganization of group 

regional banks in the Kansai area and joint leasing partnership. Adjusted for these 

factors, our target for profit attributable to owners of parent is in the mid-¥600 billion 

range in real terms, which exceeds our assumption at the time of formulating the 

Medium-Term Management Plan. A year ago, I noted that as a base line, our bottom-

line earnings is around ¥600 billion. We would like to demonstrate that we have 

achieved solid growth. 

 Please go over the FY3/18 results data on page 6–14 later. I will now move on to the 

progress and strategy going forward regarding our Medium-Term Management Plan. 
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 Our Core Policies set out in the Medium-Term Management Plan that started in 

April 2017 are Discipline, Focus, and Integration. 

 In the past year, we have implemented various initiatives based on these Core 

Policies, and made steady progress overall. 

 As shown on the right hand side, we surpassed our financial targets as well, with 

some help from a strong macro economic environment. 
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 Let me explain our views for the business environment.  

 We expect the global economy to remain generally robust. 

 In terms of the regulatory environment, Basel III reforms were finalized in December 

2017. We estimate that our RwA will inflate by around 25% compared to the fully-

loaded basis of the current Basel III regulations, but the impact was as expected. 

 So far we have prioritized strengthening our capital base assuming tougher 

regulations, but we believe we have reached the stage where focus can be put on 

enhancing shareholder returns and investing for growth now that regulatory 

uncertainty has cleared and we are on track to attain our CET1 ratio target. 

 At the same time, as shown on the right hand side, downward pressure on earnings 

will likely increase in the medium-term due to structural changes in the business 

environment. 

 Financial institutions are facing far-reaching structural changes and a paradigm shift 

amid Japan’s continuing negative interest rate policy and the trend of digital 

innovation. I believe today’s challenge is to stay one step ahead and evolve our 

business model accordingly, so that we turn “change” into business opportunities.  
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 Based on this understanding of the business environment, our management policy 

for FY3/19 is to accelerate our Medium-Term Management Plan to become a 

financial group with high quality. 

 From the next page, we will discuss each initiative in detail. 
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 The first is transformation of our business/asset portfolio. 

 Reorganization measures of our group operations that we have announced so far 

are shown on the right hand side. 

 In FY3/18, we turned our regional bank subsidiaries in the Kansai area into equity-

method affiliates and went ahead with our decision to reorganize our joint leasing 

partnership. 

 Furthermore, we plan to allocate resources for future growth of the asset 

management business (in the “Build” quadrant on the bottom right of the diagram 

on the left hand side). As a new development, a memorandum of understanding 

(MOU) has been concluded between Sumitomo Mitsui Asset Management (SMAM) 

and Daiwa SB Investments as they entered into a basic agreement of a merger last 

week. 

 We will explain the significance and strategies of this merger on the next page. 
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 The MOU has been concluded as we believe that scale expansion is essential to 

improve our competitiveness in the asset management business, which is going 

through consolidation and realignment in Japan and worldwide. 

 The newly merged company will have AuM of approximately ¥20 trillion, ranking 

eighth in Japan, and fourth on an operating profit basis. We believe we have 

acquired the minimum scale needed to survive tough competition in the years 

ahead. 

 SMAM’s strengths lie in life and non-life insurance (mainly in Japan) and investment 

trusts for individuals, while Daiwa SB Investments excels in doing business with 

domestic and overseas pension funds and corporate customers. We believe the 

merger will reinforce the company’s business foundations and investment 

management capabilities, because there is little overlap in customer base and 

areas of strength. 

 We regard the merger as the second step after turning SMAM into a consolidated 

subsidiary in FY3/17. We plan to strengthen the newly merged company as a 

platform of SMBC Group’s asset management business and thereby to pursue our 

global asset management business. 

 



 Here is a summary of our cost control measures. 

 As shown on the bottom right, our overhead ratio was 60.9% in FY3/18, improving 

1.2% from FY3/17, and lower than our Medium-Term Management Plan target of a 

1.0% reduction compared with FY3/17. Looking at the progress of key Medium-

Term Management Plan initiatives on the left hand side, we target cost reduction of 

¥50 billion in three years, of which we have materialized a ¥26 billion reduction in 

the first year.   

 We reduced the workload of 1,000 people in the first year. In addition to that, 

including the integration of back office services subsidiaries announced in March 

2018, we have worked on materializing the reduction of workload of 4,000 people to 

be achieved by the final year of the Medium-Term Management Plan. We will solidly 

execute these measures in the remaining two years. 

 The capacity generated will allow us to redeploy personnel to strategic business 

fields and reduce labor costs. We also believe we can contribute to the realization 

of Work Style Reform by reducing overtime work. 

 In FY3/19, we will continue to keep costs strictly under control to further improve 

our cost efficiency, which is one of SMBC Group’s strengths. 
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 From here on, we will discuss initiatives by business unit.  

 Annual performance of net business profit by business unit is shown on the right 

hand side. Net business profit increased year-on-year in all four business units in 

FY3/18.  

 In particular, the retail and international business units drove the Group’s profit 

growth. 

 From the next page, I will discuss initiatives for each business unit.  

 



 First, let’s look at the retail business. 

 The wealth management business drove earnings of the retail business in FY3/18. 

 We have been a front runner in shifting our business model in the wealth 

management business, which has clearly shown positive results in our view. 

Specifically, we have seen a steady increase in the balance of stock-based assets, 

consequently building up fundamental earnings capability that is not affected by 

market price fluctuations. In particular, sales performance of products that 

contribute to diversifying investments for investors has been strong. The balance of 

fund wrap has been increasing at a faster pace than major securities companies 

and other megabanks. 

 And we are stepping up measures to strengthen the business with high-net-worth 

(HNW) clients, as shown on the right hand side. For example, SMBC Nikko is 

strengthening its solution providing capability to meet the business succession 

needs for corporate owners, as well as working more closely with SMBC’s 

Corporate Business Offices and Area Main Offices. 
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 We are also making steady progress in retail branch reorganization. In FY3/18, we 

completed the transformation of 103 branches to next-generation branches.  

 Branch reorganization entails making branches smaller and more streamlined, as 

well as consolidating group companies’ branches for a cost saving of ¥20 billion in 

three years. What differentiates our strategy is that we improve customer 

convenience by promoting digital transactions and expanding consulting space at 

the same time as reducing costs.  

 My impression is that many customers are reluctant to visit bank branches today 

because of the long waiting time, or an uninspiring experience.  

 My goal is to create bank branches that individual customers can visit casually for a 

stress-free consultation. Face-to-face customer contact is essential in the wealth 

management business, which we are focusing on as a way to take advantage of 

our superior consulting capability. We will therefore maintain our branch network 

while making them more efficient. 
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 This page shows the wholesale business. 

 In the wholesale business, as loan spreads continue to narrow amid increased 

competition, we are focusing on improving asset efficiency.  

 First, as shown on the top left, we have made solid progress in collaboration 

between group companies. The number of group-wide referrals of clients and their 

needs (toss-ups) by group companies to fulfill customer needs has increased 

sharply as a result of group-wide business unit operations.  

 Also, as shown on the bottom left, we are working to expand our non-interest 

income. Especially the stable non-interest base income, which is generated from 

customers’ day-to-day transactions, is showing a solid increase. For example, FX 

income has been growing as a result of efforts to analyze customer transactions 

and fund flows, and upgrading our cash management service. 

 We are further strengthening initiatives to improve profitability, as shown on the right 

hand side. We introduced profitability management for large corporate clients in 

accordance with their customer segment, classifying customers based on RwA and 

asset efficiency, while fully applying business performance criteria to front offices 

that reflect profitability improvement. This is what I declared to implement at the last 

year’s Investors Meeting. We will follow these measures to ensure that we achieve 

thorough operation focused on profitability. 

 



 The banking business with Japanese corporate clients is an area where we hold 

strength and are working on expanding our customer base and service providing 

capabilities.  

 As shown on the left hand side, we are building our lead position in the Japanese 

medium-sized enterprise market by offering multi-solutions on a group-wide basis. 

 The number of customers with our revenue base of over ¥5 million rose by more 

than 300 firms in FY3/18 as a result of expanding our customer base, leveraging on 

business succession and securities & investment transactions. As well, with 

strengthened bank-securities collaboration and domestic-international integration 

model, we were able to achieve the top position in the number of M&A advisory 

deals in Japan. 

 As shown on the right hand side, we are expanding transactions with large 

corporate clients in Corporate & Investment Banking, by formulating sophisticated 

account plans shared within the group and allocating management resources 

strategically, as well as providing solutions on a global basis.  
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 Let’s move on to the international business. 

 In the international business, under disciplined operation, we are rebalancing our 

portfolio in favor of high profit assets in which we hold competitive advantages and 

improving asset efficiency by promoting cross-selling. We intend to accelerate these 

initiatives going forward. 

 For example, we are pursuing further group synergies by centralizing portfolio 

management of transportation-related assets such as aircraft leasing and railcar 

leasing. 

 In the overseas markets, positioned as a growth driver in the Medium-Term 

Management Plan, we initially planned to gradually increase assets. However, we 

have decided to seek an upside by increasing asset ahead of schedule in FY3/19 

amid a stable economy and favorable conditions for foreign currency funding. 

 Moving on to the top right, we have made solid progress with bank-securities 

integration, mainly in the form of cross-selling for large corporate clients. We 

attained our Medium-Term Management Plan target early for the number of 

securities transactions (bonds) with active book runner roles. 

 As shown on the bottom right, the distribution amount in the Origination and 

Distribution (O&D) business increased substantially in FY3/18 as a result of group-

wide efforts to enlarge our investors network. We will continue to focus on nimble 

asset management through O&D by strengthening both origination and distribution 

capabilities. 
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 Our initiatives for Asia (positioned as a strategic business area) are shown on the 

left hand side. The number of core clients with which we have deepened our 

business relationships has increased, including prime local companies and multi-

national corporations doing business in Asia. As well, we have recorded strong 

growth in non-asset based profit (mainly deposit-taking and FX transactions), for 

which we have also attained our medium-term plan target ahead of schedule.  

 In Indonesia, where we are implementing the multi-franchise strategy, we have 

started discussions on a merger between BTPN and SMBC Indonesia, aiming to 

shift to a full-line commercial bank covering both wholesale and retail operations to 

become a top-tier local financial institution. 

 Foreign currency funding is shown on the right hand side. 

 We are focusing on both volume and quality, aiming to increase sticky customer 

deposits as a stable source of funding. For example, our ongoing efforts to improve 

quality can be seen in the graph showing the transition of current deposit balance of 

customers using electronic banking. We will continue to work on improving quality 

through these measures. 
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 This page shows Global markets. 

 First, our efforts toward market sensitive nimble portfolio management. 

 In FY3/18, we were able to ride the stock market upswing to increase profits. 

Although the market outlook has become less clear since the start of 2018, we will 

continue to rebalance our portfolio dynamically according to environmental change 

by harnessing our strengths in trading capabilities to capture earnings opportunities.  

 Moving on to the right hand side, we seek to further enhance Sales and Trading 

(S&T). 

 In FY3/18, we increased S&T profits by strengthening products and the sales force 

at SMBC Nikko, and by providing solutions through visualization of the market risks 

facing customers. 

 Looking ahead, we plan to expand transaction volume and enhance SMBC Nikko’s 

trading capability to improve the profitability of each transaction flow.  

 



 This page is about promoting digitalization. 

 At a time of transformation driven by technological innovation in the finance 

business, I believe the key to success lies in the ability to embrace change 

intelligently and agilely ahead of the competitors. 

 Based on this view, we are promoting digitalization in four ways as shown in the 

slide.  
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 Here are some recent initiatives. First, on the top left, is our biometric authentication 

platform “Polarify”, launched last year. The business has grown steadily, with an 

increase in partners outside SMBC Group as well. 

 Second is the establishment of an open innovation system. 

 We opened hoops link tokyo, an open innovation hub in Shibuya, in September 

2017. In April 2018, we launched SMBC Brewery, a workshop program run by 

SMBC Group in collaboration with third party companies. This is a project to create 

new business ideas by diverse companies sharing their knowledge and expertise. 

 Moving on to the top right, these are initiatives to improve productivity and 

efficiency. We have achieved positive results in productivity improvement by the use 

of RPA, and are also working to improve productivity using AI, which can be 

considered the next standard after RPA. 



 This page shows our cashless payment strategy as announced in our May 8, 2018 press 

release. 

 Although Japan has various payment methods, it lags behind many overseas countries in 

the transition to cashless payments. I believe this is mainly due to the complex payments 

infrastructure and high cost structure, making it difficult for companies to provide diverse 

payment methods that users require. 

 SMBC Group is taking an initiative in solving these problems and promoting cashless 

payment in Japan by taking advantage of its strengths in having, as a group member, 

leading players in the cashless payment business in Japan, i.e. Sumitomo Mitsui Card and 

Cedyna.  

 Specifically, this means not only creating new payment methods and interfaces, but 

enhancing our cashless payment services for the benefit of both business operators and 

end-users, so that end-users can use diverse payment methods as they wish.  

 First, we decided that we need to build our own payment platform so that we can provide 

new services that solve business operators’ problems and fulfill their needs in a timely and 

flexible manner. This is a new challenge for us, because we have previously used an 

outside service provider, therefore we have started discussions with GMO Payment 

Gateway, which has a strong track record in online payment platforms, with a view to 

establishing a next-generation platform in short order. Our goal is to enable business 

operators to provide diverse payment methods to end-users at low cost.  

 For end-users, we will strengthen our service to make it convenient (able to pay anytime, 

anywhere, by their preferred method), safe and secure (able to control payment, e.g., 

setting flexible usage limits), and beneficial (save money by redeeming group loyalty 

points), making it easier for them to use cashless payment. 
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 This page explains the medium-term vision for our cashless payment strategy. 

 We expect cashless payment will grow in terms of transaction volume and usage 

situations in the coming years as we improve services for business operators and 

end-users. 

 This means an increase in payment data. We expect to increase the quality and 

quantity of financial data by linking payment data with data held by third-party 

partners and group companies. 

 We believe SMBC Group can further enhance its financial services by utilizing 

these payment data. 
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 This page shows our ESG initiatives. 

 For Environment, we are taking action against environmental risk and working on 

related disclosures, as shown on the left hand side. In response to Task Force on 

Climate-related Financial Disclosures (TCFD), we have started to analyze and 

quantify data of climate-related impact. We plan to disclose its progress going 

forward. 

 For Society, shown on the right hand side, we set a target of 20% female managers 

ratio by the end of March 2021, but attained it earlier with a ratio of 21% in March 

2018. We have therefore set a new target of 25% by the end of March 2020. 



 This page shows our Governance initiatives. 

 We transformed into a Company with Three Committees in June 2017 and 

appointed seven outside directors with diverse knowledge and experience. As a 

result, outside directors currently account for more than 40% of the Board of 

Directors. 

 Under our new governance framework, the operation of the Board of Directors has 

changed significantly, because most of the business execution functions have been 

transferred to executive officers. This allows the Board to discuss more “big picture” 

themes, which I believe has led to make for meaningful discussions. 
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 This page shows our initiatives for Sustainable Development Goals (SDGs) 

adopted by the United Nations. 

 SMBC Group selected seven goals to focus to realize SDGs through our business 

in the areas of Environment and Society. In FY3/19, we have incorporated these 

initiatives into the business plan of each business unit and are implementing them 

accordingly. 

 We will now move on to our capital policy. 
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 This slide illustrates our capital position. 

 Basel III reforms were finalized in December 2017. Although the capital floor was 

set at 72.5%, higher than our original assumption of 70%, the final impact on RwA 

was in line with our expectations due to relaxed CVA risk and operational risk 

requirements. 

 We expect that CET1 ratio on the post-Basel III reforms basis is likely to reach our 

target of 10% by the end of FY3/19, which means we will attain our Medium-Term 

Management  Plan target a year ahead.  

 This is due to our consolidated net profit in FY3/18 and FY3/19 target surpassing 

our Medium-Term Management  Plan targets and undertaking RwA control 

measures, including inorganic measures such as turning regional bank subsidiaries 

and the leasing company into equity-method companies.  
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 Let’s move on to our basic capital policy. 

 Our basic capital policy is to achieve a healthy balance among securing financial 

soundness, enhancing shareholder returns, and investing for growth, which has not 

changed. 

 We previously stated that we would decide on our share buyback policy after Basel 

III reforms were finalized and we analyzed and discussed their impact. We have 

now renewed our shareholder returns policy, because Basel III reforms were 

finalized in December 2017 and the fog of uncertainty has cleared.  

 Specifically, dividends will be our principal approach to shareholder returns, but we 

will also proceed with share buybacks flexibly assuming our financial soundness is 

maintained.  

 With regard to dividends, our basic policy has been a progressive dividend policy, 

i.e., no dividend cuts and maintaining or increasing dividends, aiming to achieve a 

dividend payout ratio of 40%. Going forward, we will maintain a progressive 

dividend policy assuming a sustainable earnings growth, targeting a dividend 

payout ratio of 40% during the period of the next Medium-Term Management  Plan. 

 We also plan to conduct flexible share buybacks assuming our financial soundness 

is maintained, taking into consideration our capital position, earnings trends, share 

price, growth investment opportunities, improvement of capital efficiency, and other 

factors. 
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 This page shows our policy on shareholder returns for FY3/18 and FY3/19 that we 

recently announced. 

 For dividends, in FY3/18 we will increase our dividend per share by ¥20 from 

FY3/17 to ¥170 per share, i.e. ¥10 more than our initial forecast, because profit 

attributable to owners of parent was significantly higher than our initial forecast.  

We will maintain the FY3/18 level of ¥170 per share in FY3/19 despite a decline 

being forecasted in profit attributable to owners of parent.  

 Further, we have set a share repurchase limit of ¥70 billion, based on the 

assumption that our CET1 ratio is likely to reach our target of 10% by the end of 

FY3/19; our FY3/18 profit attributable to owners of parent exceeded our initial 

forecast by more than ¥100 billion; and the expectation of robust business 

performance to continue in FY3/19.  

All shares repurchased will be cancelled. 
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 This slide shows our strategic shareholdings. 

 We aim to halve the ratio of the book value of domestic listed stocks to CET1 to 

14% during the five years from the end of September 2015, or reducing by ¥500 

billion on a value basis. 

 We are making steady progress with the reduction of strategic shareholdings. 

Reduction was on track in FY3/18 at ¥115 billion and totaled ¥230 billion since the 

end of September 2015.  

 We have also gained consent to sell from clients a further ¥115 billion (outstanding 

as of end-March 2018), bringing the total to ¥345 billion. 

 We will continue to reduce our strategic shareholdings according to the plan to 

control the impact of share price fluctuations on capital.  
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 Finally, here are the key takeaways of today’s presentation. 

 To recap, we will accelerate our Medium-Term Management Plan to attain the goal 

of becoming a financial group with high quality. 

 We seek to improve ROE through sustainable earnings growth and capital 

management, including strengthening shareholder returns. 

 I sincerely ask for your continued support and understanding.  

 Thank you. 
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