
 
 

 

market was stable at the beginning of the period, it has consistently declined afterward. Responding to this situation, the 
government released “Comprehensive Measures to Accelerate Reforms” in October, and the Financial Services Agency 
released the “Program for Financial Revival” for which concrete action plans are under examination. 

Under such a severe economic and financial climate, the Bank is committed to enhancing its profitability and 
strengthening its capability in providing financial services through the above mentioned management strategy. On the 
other hand, as a result of drastic work-outs of non-performing loans and aggressive selling of stocks to reduce the size 
of its stock portfolio, the financial results for the six-month period ended September 30, 2002 are as reported later in 
“III. Operating Results and Financial Position”. 

As for the outlook from now on, while concerns about the weak Japanese economic situation linger, the severe 
business situation for banks is expected to continue. However, although the situation is severe, through accelerated 
rationalization, thorough execution of “Business Reforms ”, “the actions for fortifying the corporate structure of the 
SMBC group”, and the provision of a wide variety of financial services with more value added, the Bank is dedicated 
to strengthening its profitability, proceeding with the work-outs of non-performing loans, and building a sounder 
financial base through the sale of stocks to reduce the size of its stock portfolio. 

 
 
6.  Financial Targets 

The Bank aims to achieve a banking profit (excluding the transfer to general reserve) of 1,030 billion yen in FY2004 
through restructuring business and strengthening profitability.  

 
 
7.  Pursuit of Enlightened Corporate Governance  

The Bank has two principal bodies for corporate governance: the Board of Directors and Executive Officers. The 
Executive Officer system aims to clearly divide the responsibility for policy implementation and the responsibility for 
providing strategic direction and oversight for the Bank’s operations. The role of the Board of Directors to supervise the 
Bank’s operations on behalf of shareholders is emphasized more than ever before, and the day-to-day running of the 
Bank is in the Executive Officers’ charge. 

In addition, the Risk Management Committee, Compensation Committee, and Nominating Committee have been 
formed from members of the Board of Directors. These committees include outside directors and have been established 
in order to effect objective deliberations from a broad perspective on matters, such as risk management, compliance, and 
compensation and personnel affairs of members of the Board of Directors and Executive Officers. 

Also, as a supplemental council to the Chairman of the Board and the President, the Bank has an Advisory Board 
consisting of members such as top executives of blue-chip companies and leading business consultants to provide 
wide-ranging and impartial management advice. 

 

 

III. Operating Results and Financial Positions 

 
1.  Overview of Consolidated Operating Results for the First Half of Fiscal 2002 Ended Septemb er 30, 2002 
 
 (1) Profit and Loss 
   During the first half of Fiscal 2002, SMBC aimed for an early realization of merger benefits and endeavored to increase 

profitability and reduce expenses through business restructuring. 
  Operating income was 1,762.5 billion yen (a term-over-term decrease of 2.2%) and Operating expense was 1,612.6 

billion yen (a year-over-year decrease of 4.4%) mainly due to lower of interest income  and expenses , lower gains on sale 



 

 

of stocks and the drastic disposal of non-performing loans. 
  Consequently, Operating profit was 149.8 billion yen (a year-over-year increase of 30.9%) and Net income (after 

adjusting Extraordinary gains/losses) was 55.1 billion yen (a year-over-year increase of 61.3%). 
 
 (2) Assets and Liabilities 
   Deposits decreased 3,547.6 billion yen to 61,438.3 billion yen and Negotiable certificates of deposit decreased 1,815.5 

billion yen to 4,846.5 billion yen compared with March 31, 2002. 
 Loans and bills discounted decreased 1,092.3 billion yen to 62,553.2 billion yen compared with March 31, 2002. 
Total assets decreased 3,608.0 billion yen to 104,396.9 billion yen compared with March 31, 2002. 

 
 (3) Stockholders’ Equity 
   Stockholders’ equity decreased 222.6 billion yen to 2,690.0 billion yen compared with March 31, 2002 mainly due to 

increase of net unrealized losses on other securities. 
 
 (4) Cash Flows 
     Net cash provided by operating activities was 2,562.4 billion yen, net cash used in investing activities was 2,734.9 

billion yen, and net cash used in financing activities was 222.5 billion yen. 
     Consequently, the amount of cash and cash equivalents as of September 30, 2002 was 1,731.4 billion yen. 
 
 (5) Segment Information 
   As for business segments, banking, leasing and other business accounted for 71% (up 1 point), 16% (up 2 points) and 

13% (down 3 points) of operating income before elimination of internal transactions compared with the first half of 
Fiscal 2001, respectively. 

   In terms of geographic segments, shares of operating income before elimination of internal transactions were 84% (up 
12 points from the first half of Fiscal 2001) for Japan, 6% (down 6 points) for the Americas, 5% (down 3 points) for 
Europe, and 5% (down 3 point) for Asia and Oceania.  

 
 (6) Capital Ratio (BIS Guideline) (preliminary) 
   Capital ratio was 10.37% on a consolidated basis, and 11.52% on a nonconsolidated basis. 
     (Note) Capital ratio was calculated by deducting the maximum amount (124.0 billion yen) of the estimated interim 

dividends to be paid to Sumitomo Mitsui Financial Group, Inc. (SMFG) from Tier I. (In December, a holding 
company SMFG will be established.) Capital ratio without the deduction of the estimated interim dividends is  as 
follows: 

Consolidated basis   : 10.58% 
    Nonconsolidated basis: 11.73% 

 
 
2.  Sumitomo Mitsui Financial Group’s Earn ings Forecast for Fiscal 2002 Ending March 31, 2003  
 
 (1) Earnings Forecast 
    Please refer to the press release ‘Sumitomo Mitsui Financial Group’s Earnings Forecast for Fiscal 2002 Ending March 

31, 2003 
 
 (2) Forecast of Dividends 
   Sumitomo Mitsui Financial Group, Inc. that will be established as a holding company by transferring SMBC’s shares 

on December 2, 2002 will pay the year-end dividend by the following amounts that are equivalent to the SMBC’s 
dividends for Fiscal 2001: 

Common stock         4,000 yen per share 
Preferred stock (type 1) 10,500 yen per share 
Preferred stock (type 2) 28,500 yen per share 
Preferred stock (type 3) 13,700 yen per share 


