
 Hello everyone. 

 Thank you for taking the time today to attend our session. 

 I would also like to thank Merrill Lynch Japan Securities for organizing this 

conference. 

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

Management Plan, which ends in FY3/20. 

 In the past year and a half, we put various initiatives into action to attain the goal of 

becoming a financial group with high quality and achieved certain positive results, 

suggesting we are on the right track. 
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 Today, I will first talk about our management strategy by going through the agenda 

on p.2 for approximately 20 minutes, and then take questions from Mr. Sasaki and 

the audience. 
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 Here is our first quarter performance. 

 Consolidated net business profit exceeded our internal target for all four business 

units and reached 27% of the full-year target. 

 Profit attributable to owners of parent was ¥227.1 billion and reached 32% of the full-

year target. 

 This was mainly due to the fact that total credit cost remained at a low level because 

of the reversal of credit cost from large borrowers at SMBC as well as the recording 

of gains on sales of stocks in line with the reduction of strategic shareholdings. 

 From here on, I will discuss the progress of the initiatives in the Medium-Term 

Management Plan. 
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 This slide shows the major developments of the business environment since last year's 

conference. 

 On the left, in terms of the regulatory environment, Basel III reforms were finalized last 

December. 

 We estimate that our RWA will be inflated by about 25% compared to the fully loaded basis 

of the current Basel III regulations, but the impact was as expected and the same level that 

we envisioned when we formulated the current Medium-Term Management Plan. 

 So far we have prioritized strengthening our capital base in anticipation of stricter 

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. 

 In light of these circumstances, we increased our dividends per share by ¥20 from FY3/17 

to ¥170 per share for FY3/18, i.e. ¥10 higher than our initial target. And, we also conducted 

share buybacks of ¥70 billion. 

 On the right-hand side, regarding monetary policy, the Bank of Japan announced in July 

that they will maintain the current extremely low levels of short- and long-term interest rates 

for an extended period of time. 

 Although a harsh revenue environment is expected to continue, we have formulated the 

current Medium-Term Management Plan based on the assumption that the negative 

interest rate policy will continue during the period of the plan.  

 For this reason, we will accelerate the measures outlined in the Medium-Term Management 

Plan in order to achieve sustainable bottom line growth by improving efficiency and 

expanding our overseas business. 

 From the next page, I will discuss the progress of major initiatives. 6 



 First is the transformation of our business/asset portfolio. 

 The measures taken or announced in the reorganization of our group operations 

are shown on the right-hand side. 

 During the previous fiscal year, we deconsolidated our regional bank subsidiaries in 

the Kansai area and announced the reorganization of the joint leasing partnership 

of SMFL. And in May, we reached a basic agreement on the merger of Sumitomo 

Mitsui Asset Management (SMAM) and Daiwa SB Investments in the asset 

management business. 

 With the deconsolidation of the regional bank subsidiaries and the reorganization of 

SMFL, as shown in the bottom right, while the impact on the bottom line will be 

limited, our RWA will decrease by approximately ¥7 trillion which will improve our 

capital efficiency.  
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 Next, this slide explains our cost control measures. 

 As shown on the left, our target is to reduce cost by ¥50 billion over the three years 

under the Medium-Term Management Plan through three key initiatives: "Business 

reform to improve efficiency," "Retail branch reorganization," and "Reorganization of 

group companies." Against the target, we were able to materialize ¥26 billion of 

reduction in the first year. 

 In FY3/19, we will accelerate these measures and promote initiatives such as 

establishing a common system infrastructure for the Group and integrating back-

office operations for each company to achieve further reductions. 
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 Next, I will explain our initiatives for each business unit. 

 The graph on the left shows changes in consolidated net business profit compared 

to the previous fiscal year. In FY3/18, all four business units achieved an increase 

year-on-year. 

 In FY3/19, we will also strive to achieve our performance targets through major 

initiatives as shown on the right. 

 From the next page on, I will talk about the wholesale and international business 

units. 
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 First, the wholesale business. 

 We have a broad customer base of approximately 80,000 corporate customers and 

established a deep relationship with each customer by providing multi-solutions 

tailored to its needs. 

 As shown on the top left, this strength leads to a high ROE of 11.4% and to the 

highest loan spread among the three Japanese megabanks. 

 The trend of the domestic loan spread is shown in the bottom left. 

 As the low interest rate environment continues, the loan spread has continued to 

narrow for several years. However, the loan spread on the overall outstanding loan 

balance and the spread on new loans are now almost at the same level. We therefore 

expect the loan spread to stop contracting in the not-so-distant future. 

 In addition, we are also working to transform our profit structure. 

 The right-hand side shows the gross profit of the wholesale business unit and its 

breakdown. 

 While we expect interest income to decrease by about 10% compared to FY3/17, we 

are working to increase non-interest income such as stable fees from money transfer 

and foreign exchange transactions, income from cooperating with group companies 

and investment income. In a whole, we plan to increase total income in FY3/19 

versus FY3/17. 
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 Let’s move on to the international business unit. 

 Our efforts to improve asset efficiency are shown on the left. 

 We are working to improve asset efficiency by rebalancing the portfolio in favor of 

global products such as high profit assets and project finance where we hold 

strengths. We are also promoting cross-selling such as securities transactions. 

 The right hand side shows our strategy in Asia. 

 As shown in the graph, the number of clients and profits of local blue chip 

companies are steadily increasing. 

 In Indonesia, we are carrying on procedures with the relevant authorities for the 

merger of BTPN and SMBC Indonesia scheduled to be completed in the second 

half of this fiscal year, with the aim of developing a full-line commercial bank. 



 This slide explains our cashless payment strategy. 

 SMBC Group's strength lies in having leading players in the cashless payment field, 

i.e. Sumitomo Mitsui Card and Cedyna.  

 By taking advantage of this strength, we will evolve the cashless payment market in 

Japan through initiatives that benefit both the business operators and end-users. 

 For business operators, we are working to build a next-generation payment platform 

with GMO Payment Gateway which has a significant track record in the online 

payment market. 

 We already have the top-tier status in Japan in the issuing and acquiring 

businesses. Furthermore, we will internalize the outsourced processing operations 

and vertically integrate the entire process related to the payment business. 

 Through this initiative, we will aim to acquire new merchants and expand market 

share by providing services which accept various cashless payment methods with a 

single-terminal at low cost.  
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 This slide shows our governance framework. 

 We appointed seven outside directors with diverse knowledge and experience, and 

the ratio of outside directors in the Board of Directors exceeds 40%. 

 All three statutory committees are chaired by outside directors. 

 In August, we announced the establishment of SMBC Group Global Advisory 

Meeting which acts in advisory capacity to the Management committee. 

 On August 21, the first meeting was held. The global advisors provided us with 

information of trends and developments in the financial sector. In addition, they 

provided insight in respect of political and economic issues relating to the 

formulation of strategy and key risks faced by SMBC Group. 

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

 As shown on the right, the CET1 ratio on the post-Basel III reforms basis which 

excludes unrealized gains on securities was 9.6% at the end of June 2018. 

 We expect to reach our target of 10% by the end of FY3/19, which means we will 

attain our Medium-Term Management Plan target one year ahead of the schedule. 

 This is due to the fact that our consolidated net profit in FY3/18 and FY3/19 target 

are higher than our targets in the Medium-Term Management Plan and that we are 

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. 

 In the past, we have prioritized strengthening our capital base assuming tougher 

international 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. In light of these circumstances, the Board of Directors held thorough 

discussions and announced our updated capital policy in May as shown on the 

slide. 

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

soundness, enhancing shareholder returns, and investing for growth. 

 Dividends are our principal approach to shareholder returns, but we will also 

proceed with share buybacks on a flexible basis. 

 With regard to dividends, we aim to pay progressive dividends supported by our 

sustainable earnings growth, targeting a dividend payout ratio of 40% during the 

period of the next Medium-Term Management Plan starting from April 2020.  

 We will also conduct flexible share buybacks assuming our financial soundness is 

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

price, growth investment opportunities and other factors. 
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 This is the shareholder returns announced for FY3/18 and FY3/19. 

 We increased our dividend per share for FY3/18 by ¥20 year-on-year, higher than 

our initial forecast by ¥10. 

 In FY3/19, we will maintain the level of ¥170 per share despite a decline being 

forecasted in profit attributable to owners of parent.  

 In addition, we conducted share buybacks of ¥70 billion. 

 All shares repurchased were 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 book value basis. 

 We are making steady progress.  

 In the first quarter, we reduced ¥20 billion and totaled ¥250 billion since the end of 

September 2015. 

 On top of that, we have also gained consent to sell from clients for a further ¥100 

billion (outstanding as of end-June 2018), bringing the total to ¥350 billion. 

 We will continue to reduce strategic shareholdings according to the plan to control 

the impact of share price fluctuations on capital and to take into account the 

purpose of the revised Japan’s Corporate Governance Code. 
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 Finally, here are the key takeaways of today's presentation. 

 I sincerely ask for your continued support and understanding. 

Thank you. 
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