
Hello everyone. My name is Jun Ohta, appointed as Group CEO this April. 

Thank you very much for your interest in us and your ongoing support. 

This is the last year of the three-year Medium-Term Management Plan  

“SMBC Group Next Stage.” 

I was involved in creating this plan as CSO and CFO.  

Now, as CEO, I will complete the final year of the plan and set out initiatives  

to achieve sustainable growth eyeing the next Medium-Term Management Plan. 

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

answering any questions you may have. 
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This is today's agenda. 

First, I will summarize our financial results of FY3/19 and our earnings target for 

FY3/20. 

Next, I will talk about three key priorities that I would like to work on as CEO,  

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

strategic initiatives, ESG, and capital policy. 
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This is the income statement summary for FY3/19. 

First, consolidated net business profit was ¥1,192.3 billion, ¥12.3 billion higher than 

the target. This was mainly because G&A expenses decreased due to cost control 

initiatives taken on a group-wide basis. 

Year-on-year decline of consolidated net business profit was ¥11.6 billion. However it 

reached the same level as last year’s strong performance excluding the negative 

impact of ¥12 billion from group reorganization shown in the bottom right. 

This was because overseas business remained strong and cost control initiatives 

reduced G&A expenses, while the wealth management business was sluggish due to 

the deterioration of market conditions. 

Profit attributable to owners of parent was ¥726.7 billion yen, ¥26.7 billion higher 

than the target, mainly due to the higher consolidated net business profit and lower 

credit cost than the target. 

It decreased by ¥7.7 billion year on year, mainly due to an increase in credit cost. 
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Here is the financial target for FY3/20. 

Our target for consolidated net business profit is ¥1,180 billion, a ¥12.3 billion 

decrease from FY3/19. As we expect a negative impact of ¥60 billion from group 

reorganization (e.g. deconsolidation of SMFL), consolidated net business profit is 

expected to increase excluding this negative impact. 

This is because we expect to expand the overseas business and strengthen the 

wealth management business. 

Our target for profit attributable to owners of parent is ¥700 billion, the same as the 

target of FY3/19. It is expected to decrease by ¥26.7 billion year on year mainly due 

to higher credit cost. 
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I have had opportunities to talk with investors and analysts as CFO, but this is my 

first presentation as CEO. 

Therefore, I would like to discuss my key priorities as CEO before explaining our 

strategic initiatives. 
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This is my view toward our business environment. 

As shown on the left, the financial and economic environment is expected to remain 

challenging due to the prolonged low interest rate environment in Japan and the 

slowdown of the world economy. 

On the other hand, customer needs are becoming increasingly sophisticated and 

diversified in response to the social changes. 

For example, cashless payment and digital technology have been developing 

remarkably. Although it has been pointed out that cashless payment is less 

developed in Japan than in other countries, the domestic cashless payment market 

continues to grow. Customer behavior patterns are changing dramatically due to 

smartphones, even among elder people.  

In addition, Japanese companies have been rapidly expanding their overseas 

business as shown in the increase of cross-border M&A transactions.  

Emerging countries continue to grow symbolized by the rapid expansion of the 

middle class in Indonesia. 
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These changes are nothing new. 

In Japan, the business environment for commercial banks has been challenging for a 

long time due to the low economic growth rate and low interest rate. 

Our strength is that we respond swiftly to the challenging environment and changing 

society. 

SMBC Nikko, SMBCCF, and SMBC Aviation Capital. 

All of these companies joined us after SMBC Group was established in 2002 and 

they are  top-tier companies within their industries. As a result, contribution of group 

companies other than SMBC to the consolidated net business profit increased 

significantly from 8% in FY3/04 to 51% in FY3/19. In addition, the contribution of the 

international business rose from 5% to 33%. 

We managed to increase bottom-line profit despite the challenging environment as 

shown on the bottom-left, by diversifying revenue sources through the expansion of 

our business and regional coverage. 

Even recently, there have been major changes in the business environment, such as 

the slowdown in the Asian economy and the introduction of BOJ’s negative interest 

rate policy. 

In response to these changes, we started shifting in the middle of the previous 

Medium-Term Management Plan from focusing on top-line growth to enhancing 

efficiency, which is our strength. 

As shown on the right, we have improved efficiency by focusing on bottom-line profit, 

controlling cost, and reorganizing group structure. 
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“We grow and prosper together with our customers, by providing services of greater 

value to them.” This is the first sentence of our group mission. 

Therefore, I believe that my biggest mission as CEO is to provide customers with 

greater added value and achieve sustainable growth for the group. 

In order to meet the true needs of our customers, I will put priorities on  

1) bold transformation,  

2) continuous innovation, and  

3) maximize group strengths  

by leveraging our competitive strengths, which are that we rapidly evolve ourselves 

in response to the change of time. 

Next, I will explain each of the points from the next page. 
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First is bold transformation. 

In response to the challenging environment, we will evolve our business model and 

optimize management resources. 

For example, in the retail business unit, we will lower our break-even point by 

reducing cost through branch reorganization in order to realize sustainable profit 

growth even while the top-line profit is sluggish.  

At the same time, we will further work on shifting the business model of the wealth 

management business from one that relies on sales commissions of investment 

products to one that relies on management fees of customers’ AUM. 

In the international business unit, given the constraints of RWA and foreign currency 

funding, we will shift to a growth model that does not rely on expanding our balance 

sheet and increase profits by promoting cross-selling and enhancing strength in 

global products. 

In Asia, like we are doing in Indonesia, we will develop a commercial banking 

business to support the growth of the country with a full lineup of services, which will 

lead to the growth of ourselves. 

In addition, we will optimize our management resources. 

Through “select and concentrate”, we will strengthen our strategic business areas by 

reviewing the allocation of capital and RWA. At the same time, we will make 

disciplined investment for growth with the profits we generate going forward. 

We will further strengthen cost control by improving business efficiency with RPA and 

by consolidating and sharing functions on a group basis. 
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Second is continuous innovation. 

As digitalization progresses and the financial industry deregulates, I believe our roles 

will expand. 

Recently, some argue that banks are no longer needed and I have been asked my 

thoughts against that. I believe that if banks are not really needed, we do not have to 

continue to be a bank. We can stop being a bank. 

We will implement continuous innovation and promote progressive and proactive 

initiatives in order to overcome the changing environment.  

As shown in the bottom, generating new business through collaboration with other 

industries, utilizing data, and process automation will be the themes. 

We were selected last month as "Competitive IT Strategy Company 2019" by METI 

and Tokyo Stock Exchange, as the only company in the banking industry. 

I believe that our efforts to provide new values by using AI and data were highly 

evaluated. 

We will always provide new “values” to our customers by leveraging our strong 

financial platform, “trust” gained from customers, and enormous information and by 

thinking out-of-the box. 
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Third is maximizing group strengths. 

Our biggest strength is that we hold top-tier companies in industries such as 

banking, leasing, securities, credit cards, and consumer finance. 

I feel that the group management system centered on the holding company has 

steadily taken root over the past two years through the group-wide business unit 

system and CxO system. 

Going forward, I will lead to produce more results by taking further steps to maximize 

group synergies. 

We will maximize group strength by further collaborating among the group 

companies and optimizing resource allocation. Examples include joint branches 

among the group companies, collaboration among SMBC, SMCC, and Cedyna in 

cashless payment, providing various solutions on a group basis in the wholesale 

business, and the multi-franchise strategy in Indonesia. 

 

I will implement these concepts into the discussions we are currently having for the 

next Medium-Term Management Plan. 

We cannot be optimistic about the outlook for our business environment. 

However, even under these circumstances, we will make ourselves a financial group 

that will strongly win the competition by challenging new initiatives in a speedy 

manner. 
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Next, I would like to talk about the progress of the Medium-Term Management Plan 

and strategic initiatives. 
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As shown in the top, ROE, OHR, and CET1 ratio are all on track to meet the target 

of the Medium-Term Management Plan. 

In addition, we are making steady progress on the key initiatives as well. 

From the next page and on, I will talk about these in more detail. 
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Let me talk about our business/asset portfolio. 

The left shows a list of the major deals done for group reorganization. 

As indicated by the arrows, each deal has contributed to improving capital efficiency 

through an increase in bottom-line profit and/or a reduction in RWA.  

Examples of synergies are shown on the right.  

Since merging SMBC Nikko and SMBC Friend in January 2018, cost synergies have 

been realized in system cost, head office staff, and through branch closures. 

SMFL is strengthening its business by expanding the scope of leasing assets and 

entering into new businesses including the environmental and infrastructure 

management businesses. 
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Here is a summary of our cost control measures. 

We have been making good progress in the three key initiatives outlined in the 

Medium-Term Management Plan. As shown in the bottom-left, we already achieved a 

reduction of  ¥36 billion in FY3/19 and expect to exceed the three-year target of ¥50 

billion in FY3/20. 

We will continue to increase the amount of cost reductions and aim for ¥100 billion in 

the medium-term. 

The top right shows the transition of OHR.  

OHR in FY3/19 was 60.3% as a result of the deconsolidation of the Kansai regional 

banks.  

OHR in FY3/20 is expected to rise because of the effect of the deconsolidation of 

SMFL, which closed in 2H FY3/19. 

However, we will continue to strengthen our cost control efforts on a group basis to 

achieve the target of the Medium-Term Management Plan, even after considering the 

expected rise. 

In terms of personnel, we expect to reduce the workload by slightly less than 5,000 

people from FY3/18 to FY3/20, exceeding the original target of 4,000, mainly due to 

the effects of business reforms to improve efficiency among the group companies. 

We also expect to reduce about 4,000 of headcount domestically, almost the same 

number as the initial target of workload reduction, due to natural attrition and fewer 

hiring of new graduates. 
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This slide explains our cashless payment strategy.  

Our strategy is to enter in the huge cash payment market of ¥130 trillion and shift 

these cash payments to cashless payments by providing comprehensive solutions 

that benefit both the merchants and end-users at a competitive cost. 

In order to further expand our competitive advantage, we have reached an 

agreement with GMO Payment Gateway and Visa to collaborate in building our own 

processing and network functions that we had previously outsourced.  

We will combine our strengths to build a powerful payment platform which will allow 

us to build a vertical business model. 
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This slide shows our initiatives to enhance services for businesses operators and 

end-users. 

For small and middle merchants, we have teamed up with Square, which we have a 

capital and business alliance partnership. Since April, we started using SMBC 

branches to help our customers learn more about Square. 

We will leverage SMBC’s customer base and branch network to expand our cashless 

payment business. 

For end-users, we updated mobile apps of SMBC and SMCC. 

We will continue to improve our products to offer convenient, safe and secure, and 

beneficial cashless payment services. 

We will evolve the cashless payment market as a front-runner through the 

comprehensive and advanced initiatives for both businesses operators and  

end-users. 
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Next, I would like to talk about each business unit. 
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First is the retail business unit. 

Consolidated net business profit in FY3/19 decreased year on year due to the 

deteriorating market conditions in the second half.  

On the other hand, KPIs including the balance of fee-based AUM are making good 

progress. 
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In the wealth management business, we are a pioneer in Japan in shifting the 

business model from one that relies on sales commissions to one that relies on 

management fees of customers’ AUM. 

As shown on the left, the balance of fee-based AUM is steadily increasing and the 

ratio of fee-based revenue to total revenue is on an upward trend. 

As shown on the right, we are developing new products and services to meet the 

diverse needs of our customers in respond to the coming “100-year-life” era. 

For example, we have introduced a money plan simulation to visualize the balance of 

income and expenditures of each customer to fulfill their long-term investment 

needs. We are also strengthening consulting services for inheritance needs of high-

net-worth clients, which we did not fully reached out to in the past. 

We have revised the performance evaluation system and the operation rules at 

branches to further promote these initiatives.  

The focus on the evaluation system is now built more on whether the performance is 

customer-oriented or not. For the wealth management business, for example, each 

branch is now evaluated based on the balance of the customers’ AUM on a group-

wide basis. 

We have also clarified that each branch manager should not allocate numerical 

targets to individual officers but work on as a team in order to have every sales 

officer work on a positive motivation for our customers. 

34 



Next is the consumer finance business. 

As we have a top class market-share and expertise in this business, we maintain a 

highly profitable business model even under the low interest rate environment. 

Card loan balance on a group-wide basis has been increasing , in response to the 

healthy demand of individual customers. 

We consider the consumer finance business as one of the growth drivers of our retail 

business because the demand for loans is anticipated to increase. This is due to the 

rise of employments through women’s increased participation in the workforce and 

improved convenience of products and services. 
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Next, I would like to talk about the wholesale business unit. 

ROE in FY3/19 was 12.1%, which was maintained at a high level. 

Most of the KPIs also showed good progress. We were ranked No.1 in lead arranger 

of IPOs and M&A advisory by strengthening collaboration between SMBC and 

SMBC Nikko. 
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In the wholesale business, we are also working to transform our profit structure in 

order to achieve sustainable growth even under the low interest rate environment. 

The breakdown of gross profit is shown on the left. The total income increased 

slightly year on year, offsetting a decrease in interest income by increasing  

non-interest income. 

Among non-interest income, FX and money transfer fees, which generate stable 

earnings, especially showed steady growth. 

As shown on the top right, SMBC's trading volume is steadily increasing by 

responding carefully to customers’ needs. 

The trend of loan spread is shown on the bottom right. 

As the low interest rate environment continues, the loan spread has been declining 

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 will aim to have 

the loan spread to stop contracting by the end of FY3/20. 
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As shown on the left, we are making efforts to improve asset efficiency. 

We have been running the wholesale business with focus on profitability.  

For example, we started profitability management based on RWA and profitability in 

FY3/19 for large corporate clients.  

We also changed the performance evaluation system for branches to reflect 

improvement of profitability. 

In addition, we will further improve asset efficiency by providing multi-aspect 

solutions for a variety of customer needs on a group basis. 

We are also providing digital solutions as shown on the right. 

We will further strengthen our ability to provide solutions by developing new digital 

products and services, and by upgrading sales activities with digital technology. 
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Let's move on to the international business unit.  

Both gross profit and net business profit increased year on year because good 

progress was made in key initiatives of the Medium-Term Management Plan, such as 

promoting cross-selling, enhancing products where we hold strengths, and 

strengthening our Asia business.  
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Our overseas asset portfolio is shown on the top left. 

We have been increasing cross-selling (e.g. securities) and further enhancing 

products where we hold strengths in order to improve asset efficiency under 

disciplined operations. 

As shown on the left bottom, in the past, overseas loan balance grew at double-digit 

rates annually as being the growth driver of the group. 

Over the past few years, however, with constraints of RWA and foreign currency 

funding, we have been shifting into a business model where we can increase profit 

without expanding our balance sheet by carefully looking at credit risks and using 

O&D. 
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Next, I would like to talk about our strategies in Asia. 

We are working on the Asian strategy as a decade long plan from a medium- to long-

term perspective. 

As shown on the left, we have been steadily expanding cross-selling and 

transactions with core clients since the previous Medium-Term Management Plan. 

Understanding growing companies and deepening relationship with them have been 

developed by hiring local staff who know very well about the business and culture in 

the country. 

Now, we can sometimes obtain the owners’ private wealth management business 

from the corporate business as we often do in Japan. 

The right shows the Multi-franchise strategy. 

We will firmly work to expand our business platform, which will become our growth 

driver for the next decade, while paying close attention to the volatile Asian economy. 

In order to achieve sustainable growth, I believe that it is essential for us to establish 

a commercial bank which collects deposits and provides loans both to corporate and 

individual customers in a country with high growth potential such as Indonesia. 

Therefore, we acquired 40% of shares in BTPN in 2013 and merged the bank with 

SMBC Indonesia in February 2019. 

This is our first initiative outside of Japan to build a platform where we operate both 

the wholesale and retail business. 

We will try to build the second SMBC by growing BTPN to one of the top-tier banks 

in Indonesia, as well as considering expansion of the Multi-franchise strategy to new 

targeted countries. 
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Last is the Global Markets business unit.  

Both gross profit and net business profit increased year on year by nimble portfolio 

management of stocks and bonds under the severe market conditions. 

We will further try to make profits by flexibly rebalancing our portfolio, while the 

market condition is expected to be more difficult in FY3/20. 
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As shown on the left, we are enhancing the S&T business. 

SMBC made a good progress by focusing on FX-related transactions, while 

performance of SMBC Nikko was sluggish due to lower market volatility. 

Our S&T business is on the way of growth and is expected to become a growth 

driver in the future. We will show you stronger results by improving our infrastructure 

and enhancing our functions in the business. 

Foreign currency funding is shown on the right. 

We are diversifying our funding methods and expanding our investor base through 

various initiatives such as issuing the first covered bonds in Japan. 

We are also increasing medium- to long-term currency swaps to reduce total funding 

cost because the swap spread is at historically low levels. 

We will further seek to optimize our foreign currency funding portfolio. 

43 



Next, I will talk about ESG. 
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This slide shows our efforts toward sustainability management. 

The Corporate Sustainability Committee, which I chair, is shown on the left. 

We will promote initiatives to resolve social issues and achieve the SDG goals by 

managing our business with greater focus on expectations and demands of our 

stakeholders. 

The right-hand side shows the ESG indices for which we have been selected. 

SMFG is the only mega bank that is included in all of the ESG indices selected by 

GPIF. 
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Next is our initiatives for environment and social issues. 

We are implementing and promoting initiatives for each of the three key materialities: 

environment, next generation, and community. 

We will fulfill our corporate social responsibility as a global financial group by 

resolving social issues, such as establishing a low carbon society (“environment”), 

addressing changes in Demographic (“next generation”), and financial inclusion 

(“community”.) 
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This slide is showing our initiatives toward TCFD recommendations. 

We conducted analysis and calculated the financial impact of climate-related risks at 

SMBC, as a part of our efforts toward sustainability management.  

The impact of physical risks on our credit cost is considered to be limited:  

approx. ¥30-40 billion between 2019 and 2050 (¥1 billion annually.)  

This is estimating the impact of water disasters caused by climate changes. 

While this is the first step of our analysis, I believe the significance is that we were 

the first global financial group to disclose the impact of climate-related risks in 

“numbers.” 

Going forward, we will consider expanding the scope of our analysis, including 

estimating the impact of the transition to a low-carbon society. 
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Next, I would like to talk about governance. 

Our corporate governance framework is shown on the left. 

SMBC and SMBC Nikko will transform to a company with an Audit and Supervisory 

Committee in June 2019. 

As shown on the right, the number of directors will be reduced from 17 to 15. 

As a result, the ratio of outside directors in the Board of Directors will rise to 47%. 
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Finally, I will talk about our capital policy.  

50 



This slide shows our capital position. 

The CET1 ratio on the Post-Basel III reforms basis which excludes unrealized gains 

on securities was 10.3% at the end of March 2019 reaching our target of 10%  

one year ahead of schedule. 

This is due to the reduction of RWA through inorganic initiatives (e.g. the 

deconsolidation of SMFL) as well as the accumulation of earnings. 
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Let's move on to our basic capital policy. 

Our basic policy has not changed.  

We will achieve a healthy balance among securing financial soundness,  

enhancing shareholder returns, and investing for growth.  

Dividends are our principal approach to shareholder returns,  

and on top of that we will also proceed with share buybacks on a flexible basis. 
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This slide shows our medium- to long-term capital management . 

As mentioned, our basic capital policy remains the same.  

However, we will shift from a phase where capital accumulation was the priority  

to a new stage where we can focus on shareholders returns and  

investing for growth, because the CET 1 ratio reached the 10% target. 

We will maximize shareholder value by striking a right balance of allocating capital 

between shareholder returns and investing for growth. 

In other words, we will enhance shareholder returns through progressive dividends 

aiming at a payout ratio of 40% and flexible share buybacks, as well as invest for 

growth to achieve sustainable growth. 

53 



I would like to explain the shareholder returns we recently announced. 

For dividends, we have increased our dividend for FY3/19 to ¥180 per share, which 

is ¥10 higher year on year and than our initial forecast. This is because key initiatives 

of the Medium-Term Management Plan made good progress and profit attributable to 

owners of parent exceeded our target. 

For FY3/20, we will maintain the FY3/19 level of ¥180 per share despite a decline 

forecasted in profit attributable to owners of parent.  

Further, we will conduct share buyback of up to ¥100 billion, a ¥30 billion increase 

from last year. 

We decided to do the share buyback by taking into account the factors such as our 

stock price, growth investment opportunities, and improvement of ROE as well as 

the expectation that we will be able to accumulate profits this fiscal year. 

All shares repurchased will be cancelled.  

The total payout ratio is expected to be 50%, which means that we will return half of 

the profit to our shareholders. 
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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 reduce by ¥500 billion on a 

value basis.  

Reduction is progressing as planned. The reduction amount was ¥130 billion in 

FY3/19 and totaled ¥360 billion in three and a half years since the end of September 

2015.  

I believe this is a good progress compared with the target of ¥500 billion reduction in 

five years. 

On top of that, we have ¥88 billion worth of consent gained from clients to sell 

bringing the total to ¥448 billion. 

In order to control the impact of share price fluctuations on capital and in order to 

response to the revised Corporate Governance Code, we will continue to reduce our 

strategic shareholdings and aim for having prospect to achieve the target during 

FY3/20. 

 

We will work on finishing the final year of the Medium-Term Management Plan and 

set out new initiatives to achieve sustainable growth eyeing the next Medium-Term 

Management Plan. 

We will also work on enhancing shareholders returns and achieve sustainable 

growth since our capital policy has entered into a new stage. 

I sincerely ask for your continued support and understanding. Thank you. 
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