Business Strategies for Creating Value

Global Markets Business Unit
The Global Markets Business Unit offers solutions through foreign exchange, derivatives,
bonds, stocks, and other marketable financial products and also undertakes asset
liability management (“ALM”) operations that comprehensively control balance sheet
liquidity risks and interest rate risks.
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Contribution to Consolidated Net Business Profit (FY2020)

¥

413.5 30
billion

FY2020

%

YoY*1
+22.1

Expenses (JPY bn)

82.9

+3.3

Base expenses (JPY bn)

79.6

+1.9

Net business profit (JPY bn)

413.5

+22.0

ROCET1*2

20.4%

+0.2%

5.4

+0.3

RwA (JPY tn)
*1 Figures are after adjustments for interest rate and exchange rate impacts.
*2 Figures include internal risk capital related to IRRBB (Interest-Rate Risk in the Banking Book).
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460.7

Gross profit (JPY bn)

Senior Managing Executive Officer
Head of Global Markets Business Unit

Masamichi Koike
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PRIORITY STRATEGY

1

Flexible Portfolio Management in Response to
Market Changes

Overview of Portfolio Rebalancing

The strength of the Global Markets Business Unit
Turning point of trend

lies in its ability to dynamically adjust its portfolio to
maximize earnings by accurately capturing market
trends through proactive observation of market
fluctuations.

Carefully-crafted
risk control
Dynamic
portfolio rebalancing

By making use of the Three "I" s, each unit
employee collects and analyzes information with
regard to various phenomena and thoroughly
discusses these phenomena with others. Then, they

Turning point of trend

make positions in accordance with the scenarios
formulated through this work, after which they
review the results and validity of these positions. The
consistent application of this iterative process is the
only way we can hone our ability to read the markets.
The Medium-Term Management Plan calls
on us to enhance our portfolio management by
branching out from managing assets mainly in
developed countries to exploring new revenue
sources through means such as dealing in a more
diverse range of investment products and employing
investment methods that take advantage of
alternative data.

PRIORITY STRATEGY

2

Enhancement of Solutions Provided through
Marketable Financial Products

Risk hedging

Risk taking

The Global Markets Business Unit is expanding its
product lineup and enhancing coordination between
domestic and overseas product sales teams in order
to respond to the risk-hedging needs associated
with customers’ businesses and balance sheets
and the risk-taking needs related to customers’
asset management and investment activities. By
visualizing what kind of market risks customers

Transactions
Overseas
investment
M&A
activities

Customers

Funding

are facing, we continue to deliver solutions tailormade to the circumstances of each customer. We
are also developing and strengthening systems on
a global basis for supplying various products based
on customer needs. Furthermore, we are addressing
the rise in electronic transactions by enhancing
foreign exchange platforms to provide higher levels
of convenience to customers.
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SMBC Group

Asset
management

PRIORITY STRATEGY

3

Development of
Robust Foreign Currency Funding Base
Federal
Reserve System

The Global Markets Business Unit is taking steps
for foreign currency funding to balance between
ensuring stability and pursuing cost efficiency so that

Global ALM

it can continue to support customers’ businesses
through lending. For this purpose, we seek to expand
our investor base and diversify funding methods.
Initiatives toward these ends have included issuing

＄

Change in credit cycle
€
European
Central Bank

foreign currency denominated covered bonds

¥

Exit strategy from
monetary easing
Increasing
correlation

Bank of Japan

along with regular straight bonds and utilizing

●

Effective management for cash flows and collaterals

cross-currency repo transactions.* In addition, we

●

Medium- to long-term funding strategy based on
market environments

make funding strategies by taking into account
the structure of SMBC Group’s balance sheet and
the market environments. Furthermore, we have
integrated our ALM departments that were in charge
of JPY and foreign currency to create a system for
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proactively responding to changes in various aspects
of the global financial market, including financial
regulations. This integration was conducted to
facilitate effective balance sheet control from a longterm perspective.
*Cross-currency repo transactions are forms of foreign currency
funding backed by Japanese government bonds, etc.

The Global Markets Business Unit regularly issues green bonds from which procured
funds are only used for eco-friendly projects, such as renewable energy projects.

Sustainability
Initiatives

In October 2015, we became the first Japanese private financial institution
to issue U.S. dollar-denominated green bonds. In the years that followed, we
proceeded to expand the scope of investors served with our green bonds, becoming
the first private company in Japan to issue green bonds for individual investors
in December 2018 and then issuing green bonds through a public offering in the
United States in January 2021. To date, we have floated five green bond issues in

Japan and overseas, procuring a total of approximately US$2.5 billion. In these issues, we carefully explained
our sustainability initiatives to investors to foster mutual
understanding.
SMBC Group possesses a strong track record in project
finance for domestic and overseas solar and wind power
generation projects and other renewable energy projects.
Going forward, we will seek to make greater contributions to
market growth and to environmental preservation as Japan’s
leading issuer of green bonds.
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