Notes to Consolidated Financial Statements

Sumitomo Mitsui Financial Group, Inc. and Subsidiaries
Year ended March 31, 2003

1. Basis of Financial Statements

Sumitomo Mitsui Financial Group, Inc. (“SMFG”) was established on
December 2, 2002 as the holding company for the SMFG group
through a statutory share transfer (kabushiki iten) of all of the outstand-
ing equity securities of the former Sumitomo Mitsui Banking
Corporation (“former SMBC”) in exchange for SMFG'’s newly issued
securities. SMFG s a joint stock corporation with limited liability
(Kabushiki Kaisha) incorporated under the Commercial Code. Upon
formation of SMFG and completion of the statutory share transfer, the
former SMBC became a direct wholly owned subsidiary of SMFG.

SMFG merged with The Japan Research Institute Holdings, Ltd.
(“JRIH™) on February 1, 2003 and The Japan Research Institute, Ltd.
became a direct wholly owned subsidiary of SMFG. As a result,
SMFG succeeded JRIH’s assets of ¥39,852 million ($332 million)
and issued 86,576.53 common stocks.

SMFG and its consolidated domestic subsidiaries maintain their
official accounting records in Japanese yen, and in accordance with
the provisions set forth in the Japanese Commercial Code and
accounting principles and practices generally accepted in Japan
(“Japanese GAAP”).

The accounts of overseas consolidated subsidiaries are based on
their accounting records maintained in conformity with generally
accepted accounting principles and practices prevailing in the respec-
tive countries of domicile.

Certain accounting principles and practices generally accepted in
Japan are different from International Accounting Standards and
standards in other countries in certain respects as to application and
disclosure requirements. Accordingly, the accompanying consoli-
dated financial statements are intended for use by those who are
informed about Japanese accounting principles and practices.

The accompanying consolidated financial statements have been
restructured and translated into English (with some expanded
descriptions and the inclusion of consolidated statements of stock-
holders’ equity) from the consolidated financial statements of SMFG
prepared in accordance with Japanese GAAP.

Some supplementary information included in the statutory
Japanese language consolidated financial statements, but not required
for fair presentation, is not presented in the accompanying consoli-
dated financial statements.

Amounts less than one million yen have been omitted. As a result,
the totals in Japanese yen shown in the financial statements do not
necessarily agree with the sum of the individual amounts.

For the convenience of the readers, the accompanying U.S. dollar
financial statements have been translated from Japanese yen, as a
matter of arithmetical computation only, at the rate of ¥120.20 to
US$1, the exchange rate prevailing at March 31, 2003. The transla-
tions should not be construed as a representation that Japanese yen
have been, could have been, or could in the future be, converted into
U.S. dollars at that rate.

2. Significant Accounting Policies
(1) Consolidation and equity method

(a) Scope of consolidation

Japanese accounting standards on consolidated financial state-

ments require a company to consolidate any subsidiaries of

which the company substantially controls the operations, even

if it is not a majority owned subsidiary. Control is defined as

the power to govern the decision making body of an enterprise.
(i) Consolidated subsidiaries
SMFG has 170 consolidated subsidiaries and principal sub-
sidiaries are as follows:

Sumitomo Mitsui Banking Corporation (“SMBC”)

THE MINATO BANK, LTD.

The Bank of Kansai, Ltd.

Sumitomo Mitsui Banking Corporation Europe Limited

Manufacturers Bank

SMBC Leasing Company, Limited

Sumitomo Mitsui Card Company, Limited

SMBC Capital Co., Ltd.

SMBC Finance Co., Ltd.

Sakura Friend Securities Co., Ltd.

Meiko National Securities Co., Ltd.

The Japan Research Institute, Limited

SMBC Capital Markets, Inc.

SMBC Finance Co., Ltd., Mitsui Finance Service Co.,
Ltd., and Sakura Finance Service Co., Ltd. merged and
formed SMBC Finance Services Co., Ltd. on April 1, 2003.
Sakura Friend Securities Co., Ltd. and Meiko National
Securities Co., Ltd. merged and formed SMBC Friend
Securities Co., Ltd. on April 1, 2003.

(if) Nonconsolidated subsidiaries
Principal company

SBCS Co., Ltd.

Ninety-nine subsidiaries including S.B.L. Mercury Co.,
Ltd. are silent partnership for lease transactions and their
assets and profits/losses do not belong to them substantially.
Therefore, pursuant to Article 5 Paragraph 1 Item 2 of
Consolidated Financial Statements Regulation, they were
excluded from consolidation.

Other nonconsolidated subsidiaries’ total assets, ordinary
income, net income and retained earnings have no signifi-
cant impact on the consolidated financial statements.

(b) Application of the equity method
Japanese accounting standards also require any nonconsoli-
dated subsidiaries and affiliates on which SMFG is able to
exercise material influence over their financial and operating
policies are to be accounted for by the equity method.
(i) Nonconsolidated subsidiaries accounted for by the equity
method — 4 companies
Principal company

SBCS Co., Ltd.
(i) Affiliates accounted for by the equity method — 43
companies
Principal companies

Daiwa Securities SMBC Co. Ltd.

Daiwa SB Investments Ltd.
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Sumitomo Mitsui Asset Management Company, Limited

QUOQ Inc.

(iii) Nonconsolidated subsidiaries that are not accounted for
by the equity method

Ninety-nine subsidiaries including S.B.L. Mercury Co., Ltd.
are silent partnership for lease transactions and their assets
and profits/losses do not belong to them substantially.
Therefore, pursuant to Article 10 Paragraph 1 Item 2 of
Consolidated Financial Statements Regulation, they are not
treated as affiliated companies accounted for by the equity
method.

(iv) Affiliates that are not accounted for by the equity
method

Principal company

Daiwa SB Investments (USA) Ltd.

Net income and retained earnings of nonconsolidated
subsidiaries and affiliates that are not accounted for by the
equity method have no significant impact on the consoli-
dated financial statements.

(c) The balance sheet dates of consolidated subsidiaries
(i) The dates of year-end account closing of consolidated
subsidiaries are as follows:

September 30 5 Companies
October 31 1 Company

December 31 62 Companies
January 31 2 Companies
March 31 100 Companies

(i) As for the companies whose balance sheet dates are
September 30 and October 31, the accounts were provision-
ally closed as of March 31 and January 31 for the purpose of
consolidation, respectively. The other companies are consol-
idated on the basis of their respective balance sheet dates.

As for the consolidated overseas subsidiary that was
established in February 2003 and whose balance sheet date
is December 31, the accounts were provisionally closed as of
March 31 for the purpose of consolidation.

Appropriate adjustments were made for significant trans-
actions during the periods from their respective balance
sheet dates to the consolidated closing dates.

(d) Application of pooling-of-interests method

As mentioned above, SMFG was established on December 2,
2002 as the holding company through a statutory share trans-
fer of all of the outstanding equity securities of the former
SMBC in exchange for SMFG’s newly issued securities. The
accounts were consolidated using the pooling-of-interests
method, assuming that the Group’s economics were not
changed, pursuant to “Accounting for the consolidation of the
holding company established by Stock Exchange or Stock
Transfers” (JICPA Accounting Committee Report No. 6).

(e) Valuation of consolidated subsidiaries’ assets and liabilities
In the elimination of investments in subsidiaries, the assets
and liabilities of the subsidiaries, including the portion attrib-
utable to the minority stockholders, are evaluated using the
fair value at the time SMFG acquired control of the respective
subsidiaries.
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(f) Amortization of goodwill

Goodwill on Sumitomo Mitsui Card Company, Limited is

amortized using the straight-line method over five years and

goodwill on other companies is charged or credited to income

directly when incurred.

Statement of cash flows

For the purposes of the consolidated statement of cash flows,

cash and cash equivalents represent cash and due from banks.
Reconciliation of the opening balance at the time of consoli-

dation with respect to acquisition of the five companies

including Meiko National Securities Co., Ltd. and MITSUI

AUTO LEASING, LTD. were as follows:

Millions of
Millions of yen  U.S. dollars

AASSEES .o ¥191,318 $1,592
Lease assets 82,346 685
Liabilities........... ¥(150,698) $(1,254)
BOrrowed MONEY ..........oceeevrieinrniierniiiennens (96,817) (805)
MINOFity INTEreStS......c.oviveviviiiieiiceceeeeicciis (26,881) (224)
GoOAWIll......ooveeeeceeeccee e 5,013 42
Acquisition costs for the five
COMPANIES’ SEOCKS (8) +.vuvuvvvrrerivereiieireieerseiees ¥ 18,751 $ 156
Cash and due from banks of the five
COMPANIES (D) .. (3,306) (27)
(a) - (b) Cash expenditure for acquisition
of the five COMPANIES.......covvvvvvvriieiirieeis ¥ 15444 $ 129

Trading assets and liabilities

Financial instruments, such as derivatives and trading securi-
ties, which are held for the short term in anticipation of mar-
ket gains, are recorded at fair value. Such gains and losses are
included in trading profits or losses on the consolidated state-
ment of operations. Trading assets and liabilities are recorded
at trade date.

Securities

As for securities other than trading purposes, debt securities
that consolidated subsidiaries have the intent and ability to
hold to maturity (held-to-maturity securities) are carried at
amortized cost (straight-line method) using the moving-
average method.

Investments in nonconsolidated subsidiaries and affiliates
that are not accounted for by the equity method are carried at
cost using the moving-average method.

Securities other than trading purpose securities, held-to-
maturity debt securities and investments in subsidiaries and
affiliates are classified as “other securities” (available-for-sale
securities). Stocks in other securities that have market price are
carried at the average market prices during the final month of
the fiscal year, and bonds and others that have market prices are
carried at their fiscal year-end market prices (cost of securities
sold is calculated using primarily the moving-average method).
Other securities with no market prices are carried at cost or amor-
tized cost using the moving-average method. Net unrealized gains
(losses) on other securities, net of income taxes, are included in
“Stockholders’ equity.”

Securities included in money held in trust account are car-
ried in the same manner as for securities mentioned above.



©)

Derivative transactions

Derivative transactions, excluding those classified as trading
derivatives, are carried at fair value, though some consolidated
overseas subsidiaries account for derivative transactions in
accordance with local accounting standards.

Hedge accounting

Pursuant to the temporary treatment regulated by “Treatment
for Accounting and Auditing of Application of Accounting
Standard for Financial Instruments in Banking Industry”
(JICPA Industry Audit Committee Report No. 24), SMBC
applies “the risk adjustment approach” to hedging (Macro
hedge) in accordance with the Industry Audit Committee
Report No. 15 “Temporary Treatment for Accounting and
Auditing of Application of Accounting Standard for Financial
Instruments in Banking Industry” issued by JICPA, abiding
by the following requirements:

(a) Loans, deposits and other interest-earning assets and
interest-bearing liabilities as a whole shall be recognized as the
hedged portfolio.

(b) Derivatives as hedging instruments shall effectively reduce
the interest rate exposure of the hedged portfolio.

(c) Effectiveness of hedging activities shall be evaluated on a
quarterly basis.

SMBC applies deferred hedge accounting.

In order to hedge risk arising from volatility of exchange
rates for stocks of subsidiaries and affiliates, and other securi-
ties (excluding bonds) denominated in foreign currency,
SMBC applies deferred hedge accounting or fair value hedge
accounting, on the conditions that the hedged security is spec-
ified in advance and that enough on-balance (actual) or off-
balance (forward) liability exposure exists to cover the cost of
the hedged security in foreign currency base.

Certain interest swaps for the purpose of hedging are
recorded on an accrual basis using the short-cut method
(exceptional treatment for interest rate swaps) in view of con-
sistency with the risk management policy.

Certain consolidated subsidiaries use the deferred hedge
accounting or the short-cut method. A consolidated domestic
subsidiary (a leasing company) applies the accounting method
that is permitted by the Industry Audit Committee Report
No. 19 “Temporary Treatment for Accounting and Auditing
of Application of Accounting Standard for Financial
Instruments in Leasing Industry” issued by JICPA.

Net amount of deferred unrealized gains on hedging instru-
ments to which hedge accounting is applied is recognized as
deferred profit on hedge and is included in “Other liabilities.”
Gross deferred unrealized losses and gross deferred unrealized
gains on hedging instruments at March 31, 2003, were
¥952,712 million ($7,926 million) and ¥1,095,321 million
($9,112 million), respectively.

Non-accrual loans

Loans are generally placed on non-accrual status when such
loans are classified as Bankrupt, Effectively Bankrupt or
Potentially Bankrupt by the self-assessment rule (see (10)
Reserve for possible loan losses).

®)

Premises and equipment
Premises and equipment owned by SMFG and SMBC are
generally stated at cost less accumulated depreciation.
Depreciation for premises is computed using the straight-line
method over the estimated useful lives of the respective assets.
The depreciation for equipment is computed using the
declining-balance method over the estimated useful lives of
the respective assets. The estimated useful lives of major items
are as follows:

Buildings: 7 to 50 years

Equipment: 2 to 20 years

Depreciation of premises and equipment owned by other

consolidated subsidiaries is mainly computed using the
straight-line method over the estimated useful lives of
respective assets.
Software costs
Capitalized software for internal use is depreciated using the
straight-line method over its estimated useful life (mainly five
years) at consolidated domestic subsidiaries, and is included in
“Other assets.”

(10) Reserve for possible loan losses

Reserve for possible loan losses of SMBC and major consoli-
dated subsidiaries is provided as detailed below in accordance
with the internal standards for write-offs and reserves.

For claims on borrowers who have entered into bankruptcy,
special liquidation proceedings or similar legal proceedings
(“bankrupt borrowers”) or borrowers that are not legally or
formally insolvent but are regarded as substantially in the
same situation (“effectively bankrupt borrowers”), a reserve is
provided based on the amount of claims, after the charge-off
stated below, net of the expected amount of recoveries from
collateral and guarantees.

For claims on borrowers that are not currently bankrupt but
are likely to become bankrupt in the future, a reserve is pro-
vided in the amount deemed necessary based on an overall sol-
vency assessment of the claims, net of the expected amount of
recoveries from collateral and guarantees.

Pursuant to “Audit considerations with respect to the dis-
counted cash flow method used to determine allowance for
credit losses by banks and other financial institutions” (issued
by JICPA on February 24, 2003), SMBC provides reserve for
possible loan losses using the Discounted Cash Flows method
as follows for claims to large borrowers of “Past due loans (3
months or more)” or “Restructured loans”:

(a) SMBC rationally estimates the cash flows of principal and
interest, and measures their present values by discounting the
cash flows using the initial contractual interest rate.

(b) SMBC recognizes the difference between the present value
and its book value as estimated losses and provides reserve for
possible loan losses.

For other claims, a reserve is provided based on the histori-
cal loan-loss ratio.

For claims originated in specific countries, an additional
reserve is provided for by the amount deemed necessary based
on the assessment of political and economic conditions.
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Branches and credit supervision departments assess all
claims in accordance with the internal rule for self-assessment
of assets, and the Credit Review Department, independent
from these operating sections, audits their assessment. The
reserves are provided based on the results of these assessments.

Reserve for possible loan losses of other consolidated sub-
sidiaries for general claims is provided in the amount deemed
necessary based on the historical loan-loss ratio, and for doubt-
ful claims in the amount deemed uncollectible based on assess-
ment of each claim.

For collateralized or guaranteed claims on bankrupt borrow-
ers and effectively bankrupt borrowers, the amount exceeding
the estimated value of collateral and guarantees is deemed to
be uncollectible and charged off against the total outstanding
amount of the claims. The amount of write-off was
¥1,324,459 million ($11,019 million).

(11) Reserve for possible losses on loans sold

Reserve for possible losses on loans sold is provided for contin-
gent losses arising from decline of market value of underlying
collateral for loans sold to the Cooperative Credit Purchasing
Company, Limited.

(12) Reserve for employee bonuses

Reserve for employee bonuses is provided, in provision for
payment of bonuses to employees, by the amount of estimated
bonuses, which are attributable to the respective fiscal year.

(13) Reserve for employee retirement benefits

Under the terms of SMBC and consolidated subsidiaries’
retirement plan, substantially all employees are entitled to a
lump-sum payment at the time of retirement. The amount of
the lump-sum payment is, in general, calculated based on
length of service, basic salary at the time of retirement and
reason for retirement. In addition, SMBC and consolidated
subsidiaries have defined benefit pension plans which cover
substantially all employees.

Reserve for employee retirement benefits is recorded based
on an actuarial computation, which uses the present value of
the projected benefit obligation and pension assets, due to
employee’s credited years of services at the balance sheet date.
Unrecognized prior service costs are amortized using the
straight-line method over certain years (mainly 10 years)
within the average remaining service period of active employ-
ees. Unrecognized net actuarial gain or loss is amortized from
the next fiscal year using the straight-line method over certain
years (mainly 10 years) within the average remaining service
period of active employees. Unrecognized net obligation from
initial application of the new accounting standard for
employee retirement benefits is amortized using the straight-
line method mainly over five years.

Some domestic consolidated subsidiaries received an
approval from Minister of Health, Labor and Welfare for
exemption from future retirement benefit obligations with
respect to the entrusted portion of the employee pension fund,
in accordance with the implementation of the “Defined bene-
fit enterprise pension plan law.” They apply the temporary
treatment that is regulated by Article 47-2 of “Practical
Guidelines of Accounting for Retirement Benefits (Interim
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Report)” (JICPA’s Accounting Committee Report No. 13),

and derecognize retirement benefit liabilities on the entrusted

portion and plan assets equivalent to the amount to be

returned. The equivalent amount of return of plan assets was

¥23,906 million ($199 million) as of the fiscal year-end.
(14) Other reserves

Other reserves required by special laws are reserve for contin-

gent liabilities from financial futures transaction of ¥18 million

($0 million) in accordance with Article 82 of the Financial

Futures Transaction Law, and reserve for contingent liabilities

from securities transaction of ¥631 million ($5 million) in
accordance with Article 51 of the Securities Exchange Law.

(15) Translation of foreign currencies

SMBC'’s assets and liabilities denominated in foreign curren-

cies and overseas branches’ accounts are translated into
Japanese yen mainly at the exchange rate prevailing at the

consolidated balance sheet date, with the exception of stocks of

subsidiaries and affiliates translated at rates prevailing at the

time of acquisition.
Other consolidated subsidiaries’ assets and liabilities

denominated in foreign currencies are translated into Japanese
yen at the exchange rate prevailing at their respective balance

sheet dates.

(16) Lease transactions
Financing leases where the ownership of the property is

deemed to be transferred to the lessee are capitalized, while
other financing leases are allowed to be accounted for in the

same manner as operating leases.

Lease assets are depreciated using the straight-line method

over the lease term with estimated salvage value.

Lease-related income is recognized on a straight-line basis

over the full term of the lease, based on the contractual
amount of lease fees per month.

(17) Appropriation of retained earnings

The consolidated statement of stockholders’ equity reflects the

appropriation of retained earnings approved by the board of

directors and/or the general meeting of shareholders.
(18) Amounts per share

Net income (loss) per share is computed by deducting divi-
dends for preferred stock from net income (loss), divided by

the weighted average number of shares of common stock,

excluding treasury stock outstanding during each fiscal year.

Declared dividends represent the cash dividends declared

applicable to respective years, including dividends to be paid

after the end of the year.

3. Trading Assets
Trading assets at March 31, 2003 consisted of the following:

Millions of

March 31, 2003 Millions of yen U.S. dollars
Trading SECUNITIES .....vevveveeieieieieieei e ¥ 225,610 $ 1,877
Derivatives of trading SECUNIties ..........ccovvevrvrieerniirrninns 81 1
Derivatives of securities related to trading transactions ..... 121 1
Trading-related financial derivatives 3,060,803 25,464
Other trading assets..................... 1,208,779 10,056
¥4,495,396 $37,399




4. Securities

Securities at March 31, 2003 consisted of the following:

Millions of

March 31, 2003 Millions of yen  U.S. dollars

7. Premises and Equipment

Premises and equipment at March 31, 2003 consisted of the following:
Millions of

March 31, 2003 Millions of yen  U.S. dollars

Japanese government bonds™ ............ccoovevnenniesninns ¥12,901,646  $107,335
Japanese local government bonds 375,204 3,121
Japanese corporate bonds... 2,370,553 19,722
Japanese stocks**... 3,474,463 28,906
Other** 4,996,652 41,569

¥24,118520  $200,653

*Includes ¥999 million ($8 million) of unsecured loaned securities for which borrowers
have the rights to sell or pledge and loaned securities of ¥140 million ($1 million) for
which borrowers only have the rights to pledge and not to sell.

As for the unsecured borrowed securities for which SMBC has the rights to sell or
pledge and the securities which SMBC purchased under resale agreements, that are
permitted to sell or pledge without restrictions, ¥2,084,632 million ($17,343 mil-
lion) of securities are pledged, ¥99,624 million ($829 million) of securities are held in
hand as of the consolidated balance sheet date. SMBC may pledge the borrowed secu-
rities as well.

** Japanese stocks and other include investments in nonconsolidated subsidiaries and
affiliates of ¥196,317 million ($1,633 million).

5. Loans and Bills Discounted
Loans and bills discounted at March 31, 2003 consisted of the following:

Millions of

March 31, 2003 Millions of yen  U.S. dollars
Bills disCOUNTEd ......cvovviieiicccee e ¥ 735614 $ 6,120
Loans on notes.... 7,697,374 64,038
Loans on deeds... ... 45,037,597 374,689
OVEIAIAftS ... 7,612,359 63,331
¥61,082,946  $508,178

The following summarizes the non-accrual loans at March 31, 2003:

Millions of

March 31, 2003 Millions of yen  U.S. dollars

Bankrupt loans... ¥ 201,392 $ 1,676
Non-accrual loans .. 2,710,164 22,547
Total non-accrual loans ¥2,911,556 $24,223

The amounts above include the trusted amount with the Resolution
and Collection Corporation of ¥40,811 million ($340 million), which
will be treated as off-balancing.

In addition to the non-accrual loans, SMBC and major consolidated
subsidiaries also classify past due loans (3 months or more) as sub-
standard loans, and such loan balances at March 31, 2003 were
¥130,353 million ($1,084 million).

Restructured loans are loans for which SMBC and major consoli-
dated subsidiaries have adjusted the terms of the loans in favor of bor-
rowers as a means of financial assistance. These restructured loans are
also classified as substandard and amounted to ¥2,728,791 million
($22,702 million) at March 31, 2003.

6. Other Assets
Other assets at March 31, 2003 consisted of the following:

Millions of

March 31, 2003 Millions of yen U.S. dollars

Prepaid expenses.... ¥ 30,933 $ 258
Accrued income 214,055 1,781
Deferred assets 485,874 4,042
Financial derivatives.. 995,702 8,284
ONEE e 1,492,443 12,416

¥3,219,009 $26,781

LANA™ oo ¥ 515,975 $ 4,292
Buildings 537,041 4,468
Equipment and others.. 585,009 4,867
Total...... ¥1,638,026 $13,627
Accumulated depreciation... (630,121) (5,242)
¥1,007,905 $ 8,385
* Includes land revaluation excess for land referred to in Note 15.
8. Lease Assets
Lease assets at March 31, 2003 were as follows:
Millions of
March 31, 2003 Millions of yen  U.S. dollars
Equipment and others ¥2,487,066 $20,691
Accumulated depreciation (1,490,721) (12,402)
¥ 996,344 $ 8,289

9. Assets Pledged as Collateral

Assets pledged as collateral at March 31, 2003 consisted of the

following:

Millions of
March 31, 2003 Millions of yen  U.S. dollars

Assets pledged as collateral

Cash and due from banks and Deposits with banks ....... ¥ 75,268 $ 626
Trading assets 990,965 8,244
Securities ......... 11,458,018 95,325
Loans and bills discounted .. 4,738,320 39,420
Other assets ........cco...... 1,140 9
Premises and equipment 535 4
Liabilities corresponding to assets pledged as collateral
DEPOSITS. ..o 21,038 175
Call money and bills sold 7,952,599 66,161
Payables under repurchase agreements .. 4,107,615 34,173
Payables under securities lending transactions... 4,189,794 34,857
Trading liabilities 136,975 1,140
Borrowed money 2,885 24
Other liabilities ....... 18,548 154
Acceptances and guarantees 41,108 342

In addition to the assets presented above, the following assets were
pledged as collateral for exchange settlements, initial margins of

futures markets and certain other purposes at March 31, 2003:

Millions of

March 31, 2003 Millions of yen  U.S. dollars

Cash and due from banks and Deposits with banks ........... ¥ 54370 $ 452
Trading assets.... 13,937 116
Securities 4,624,346 38,472
Loans and bills discounted ..........ccccoeoveeiiereieieiieiiens 781,138 6,499

Premises and equipment included surety deposits and intangibles
of ¥121,725 million ($1,013 million) at March 31, 2003. Other
assets included initial margins of futures markets of ¥14,814 million
($123 million) at March 31, 2003.
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10. Deposits
Deposits at March 31, 2003 consisted of the following:

12. Borrowed Money
Borrowed money at March 31, 2003 consisted of the following:

Millions of Millions of Millions of ~ Average
March 31, 2003 Millions of yen  U.S. dollars March 31, 2003 yen U.S. dollars interest rate* Due
Current deposits ¥ 5,069,107 $ 42,172 Bills rediscounted....... ¥ - $ — —%
Ordinary deposits. 27,462,251 228,471 Other borrowings**... 2,580,135 21,465 1.81 Jan. 2003—perpetual
Savings deposits 1,336,725 11,121 ¥2580,135 $21,465 1.81% —
Deposits at notice .. 3,616,958 30,001 * Average interest rate represents the weighted average interest rate based on the bal-
Time deposits 21,179,611 176,203 ances and rates at respective year-end of SMBC and other consolidated subsidiaries.
Negotiable certificates of deposit ... .. 4,853,017 40,375 ** Includes subordinated debt obligation of ¥877,609 million ($7,301 million).
ONET GEPOSILS .o ¥6‘7"§gi'322 $52:’;‘g‘7‘ The repayment schedule within five years on borrowed money at
— . March 31, 2003 is shown as follows:
11. Trading Liabilities - : — Mz'”t"";s of yen = o
. L . — year or less 0 2 years 0 3 years 0 4 years 05 years
Trading liabilities at March 31, 2003 consisted of the foIIow:\;\igI]I.ionS ; ¥852.130 424176 287 872 ¥108.200 YI11.601
March 31, 2003 Millions of yen  U.S. dollars Millions of U.S. dollars
Trading securities sold for short sales ... ¥ 9,806 $ 82 1 year or less 1 to 2 years 2 to 3 years 3 to 4 years 410 5 years
Derivatives of trading securities 78 1 $7,089 $3,529 $2,395 $900 $928
Derivatives of securities related to trading transactions ..... 423 3
Trading-related financial derivatives.............cccccovviccnnns 2,840,629 23,632
Other trading liabilities ...........ccooeiiiiiiciicecce 454 4
¥2,851,391 $23,722
13. Bonds
Bonds at March 31, 2003 consisted of the following:
March 31, 2003
Millions of Millions of Interest rate
Issuer Description yen* U.S. dollars (%) Due
SMBC: Straight bonds, payable in Yen ¥1,827,734 $15,206 0.51—1.74 May 2003—Mar. 2013
[30,000]
Straight bonds, payable in Euro Yen 5,000 41 3.00 Mar. 2012
Straight bonds, payable in U.S. dollars 144,240 1,200 4.32—6.10 Nov. 2003—Sep. 2005
($1,200,000 thousand)
[60,100]
Subordinated bonds, payable in Yen 240,000 1,997 1.95—2.62 Jun. 2010—Jun. 2012
Subordinated bonds, payable in Euro Yen 286,800 2,386 0.6125—2.72 Sep. 2008—perpetual
Subordinated bonds, payable in U.S. dollars 108,059 899 5.93—8.10 Mar. 2009—Jun. 2012
($899,000 thousand)
Other consolidated Straight bonds, payable in Yen 189,798 1,579 0—10.00 Jan. 2003—Aug. 2022
subsidiaries: [87,685]
Straight bonds, payable in U.S. dollars 9,354 78 2.05—7.35 Jul. 2004—Jun. 2011
($78,000 thousand)
Straight bonds, payable in Australian dollars 113 1 7.00 Oct. 2005
(A$2,000 thousand)
Straight bonds, payable in other foreign currency 4,484 37 4.35—5.61 May 2004—Jul. 2015
Subordinated bonds, payable in Yen 636,660 5,297 0—5.98 Mar. 2005—perpetual
Subordinated bonds, payable in U.S. dollars 129,215 1,075 2.86—8.50 Jun. 2009—perpetual
($1,075,000 thousand)
Subordinated bonds, payable in other foreign currency 2,293 19 5.49—7.50 Perpetual
¥3,583,754 $29,815

* Figures in (') are the balances in the original currency of the foreign currency denominated bonds, and figures in [ ] are the amounts to be redeemed within one year.

The redemption schedule within five years on bonds at March 31,

2003 is shown as follows:

Millions of yen
1 year or less 1to 2 years 2 to 3 years 3 to 4 years 4 to 5 years
¥177,785 ¥399,921 ¥630,049 ¥411,024 ¥429,088
Millions of U.S. dollars
1 year or less 1to 2 years 2 to 3 years 3 to 4 years 4 to 5 years
$1,479 $3,327 $5,242 $3,420 $3,570

6 6 SMFG 2003



14. Other Liabilities
Other liabilities at March 31, 2003 consisted of the following:

Millions of

March 31, 2003 Millions of yen  U.S. dollars

ACCTUED EXPENSES ... ¥ 128,611 $ 1,070
Unearned income..... 169,268 1,408
Income taxes payable 48,328 402
Financial derivatives..... 737,426 6,135
Other .. 1,475,322 12,274

¥2,558,956 $21,289

15. Land Revaluation Excess

SMBC revaluated its own land for business activities in accordance
with the “Law Concerning Land Revaluation” (the “Law”) effective
March 31, 1998 and the law concerning amendment of the Law effec-
tive March 31, 2001. The income taxes corresponding to the net
unrealized gains are deferred and reported in “Liabilities” as
“Deferred tax liabilities for land revaluation,” and the net unrealized
gains, net of deferred taxes, are reported as “Land revaluation excess”
in “Stockholders’ equity.”

Certain consolidated subsidiaries revaluated their own land for
business activities in accordance with the Law. The income taxes cor-
responding to the net unrealized gains (losses) are deferred and
reported in “Liabilities” or “Assets” as “Deferred tax liabilities for
land revaluation” or “Deferred tax assets for land revaluation” and the
net unrealized gains (losses), net of deferred taxes, are reported as
“Land revaluation excess” in “Stockholders’ equity.”

Date of the revaluation

SMBC: March 31, 1998 and March 31, 2002
Certain consolidated subsidiaries: March 31, 1999 and March
31, 2002.

Method of revaluation (provided in Article 3-3 of the Law)

SMBC: Fair values were determined by applying appropriate
adjustments for land shape and timing of appraisal to the val-
ues specified in Article 2-3, 2-4 or 2-5 of the Enforcement
Ordinance of the Law concerning Land Revaluation (the
Enforcement Ordinance No. 119) effective March 31, 1998.
Certain consolidated subsidiaries: Fair values were determined
based on the values specified in Article 2-3 and 2-5 of the
Enforcement Ordinance No. 119.

16. Minority Interests

SB Treasury Company L. L. C., a subsidiary of SMBC, issued floating
noncumulative preferred securities, totaling $1,800 million in
February 1998. SB Equity Securities (Cayman), Limited, a subsidiary
of SMBC, issued floating noncumulative preferred securities, totaling
¥340,000 million in February and March 1999. Sakura Preferred
Capital (Cayman) Limited, a subsidiary of SMBC, issued noncumula-
tive preferred securities, totaling ¥283,750 million in December
1998 and March 1999. These subsidiaries are consolidated and the
preferred securities are accounted for as minority interests.

17. Stockholders’ Equity
Capital stock consists of common stock and preferred stock. Common
stock and preferred stock at March 31, 2003 are as follows:

Issued and
Number of shares Authorized  outstanding
COMMON SEOCK.....iveiiiiiiiii e 15,000,000 5,796,000.92
Preferred stock (Type 1 67,000 67,000
Preferred stock (Type 2 100,000 100,000
Preferred stock (Type 3)... 800,000 800,000
Preferred stock (Type 4)... 250,000 165,100
Preferred stock (Type 5)... 250,000 —
Preferred stock (Type 6 300,000 —
TOTAL o 16,767,000 6,928,100.92

All of the preferred stock is noncumulative and nonparticipating
for dividend payments, and shareholders of preferred stock are not
entitled to vote at a general meeting of shareholders except when the
bill to pay the prescribed dividends to shareholders is not submitted
to the general meeting of shareholders or the bill to pay the pre-
scribed dividends to shareholders is rejected at the general meeting of
shareholders.

Annual dividends per share of preferred stock (Type 1, Type 2,
Type 3, First to Twelfth series Type 4 and Thirteenth series Type 4)
are paid to shareholders by ¥10,500, ¥28,500, ¥13,700, ¥135,000
and ¥67,500, respectively.

As for liquidation distribution, shareholders of preferred stock (Type
1, Type 2, Type 3 and Type 4) receive ¥3,000,000, ¥3,000,000,
¥1,000,000 and ¥3,000,000 per share, respectively, and do not have
the right to participate in any further liquidation distribution.

SMFG may, at any time, purchase and retire them out of earnings
available for distribution to the shareholders.

Shareholders of preferred stock may request SMFG to convert their
preferred stocks into common stocks. The period during which the
conversion may be requested (the “Conversion period”) and the terms
and conditions of conversion shall be determined by resolution made
in accordance with the provisions of Article 365 of the Commercial
Code, of a shareholders meeting of SMBC as for preferred stock (Type
1, Type 2 and Type 3) and by resolution of the board of directors
relating to the issuance of the relevant preferred stocks as for preferred
stock (Type 4). The Conversion period of each preferred stock is as
follows:

Preferred stock (Type 1):

December 2, 2002 to February 26, 2009
Preferred stock (Type 2):

August 1, 2005 to February 26, 2009
Preferred stock (Type 3):

December 2, 2002 to September 30, 2009
Preferred stock (First to Twelfth series Type 4):

February 8, 2003 to February 7, 2028
Preferred stock (Thirteenth series Type 4):

April 14, 2003 to July 12, 2005
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Any preferred stock (Type 1, Type 2, Type 3 and Type 4) with
respect to which conversion has not been requested during the
Conversion period shall be mandatorily converted, as of the date
immediately following the last day of the Conversion period (the
“Mandatory conversion date”), into such number of common stocks as
is obtained by dividing the corresponding amount set forth below by
the average of the daily closing prices per share of common stock in
regular transactions at the Tokyo Stock Exchange for a certain period
prior to the Mandatory conversion date. If such average price is less
than, in the case of the preferred stock (Type 1, Type 2 and Type 4),
¥500,000 or in the case of preferred stock (Type 3), ¥258,330, then a
preferred stock shall be converted into such number of common
stocks as is obtained by dividing the corresponding amount set forth
below by the relevant amount described above:

Preferred stock (Type 1): ¥3,000,000 per share

Preferred stock (Type 2): ¥3,000,000 per share
Preferred stock (Type 3): ¥1,000,000 per share
Preferred stock (Type 4): ¥3,000,000 per share

18. Fees and Commissions

Fees and commissions for the year ended March 31, 2003 consisted of

the following:

Millions of

Year ended March 31, 2003 Millions of yen  U.S. dollars

Fees and commissions (income):

Deposits and 108NS ..........cvvevrrvererieieieieieiessesenieaa ¥ 29,797 $ 248
Remittances and transfers 113,396 943
Securities-related business 30,822 256
Agency 15,325 127
Safe deposits ... 4,978 41
Guarantees 28,462 237
Credit card business... 86,145 717
Investment trusts.... 18,349 153
96,961 807

¥424,238 $3,529

Fees and commissions (expenses):
Remittances and transfers ¥ 21,789 $ 181

49,549 412

¥ 71,338 $ 593

19. Trading Income

Trading income for the year ended March 31, 2003 consisted of the

following:
Millions of

Year ended March 31, 2003 Millions of yen  U.S. dollars

Trading profits:
¥ 9,190 $ 77

196,924 1,638
381 3
¥206,496 $1,718
Trading losses:
Losses on securities related to trading transactions ........ ¥ 725 $ 6
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20. Other Operating Income
Other operating income for the year ended March 31, 2003 consisted

of the following:
Millions of

Year ended March 31, 2003 Millions of yen  U.S. dollars

Gains on foreign exchange transactions ... ¥ 12,868 $ 107
Gains on financial derivatives 10,971 91
Gains on sale of bonds 179,757 1,495
Gains on redemption of bonds 61 1
Lease-related income 606,405 5,045
136,892 1,139

¥946,957 $7,878

21. Other Income
Other income for the year ended March 31, 2003 consisted of the
following:

Millions of

Year ended March 31, 2003 Millions of yen  U.S. dollars
Gains on sale of stocks and other securities..............c.cc..... ¥ 54,004 $ 449
Gains on money held in trust 540 5
Equity in earnings of affiliates 5,718 48
Gains on disposition of premises and equipment.... 5,578 46
Collection of written-off claims 1,833 15

Gains on return of the entrusted portion of

employee pension fund.... 4,413 37
51,594 429
¥123,683 $1,029

22. Other Operating Expenses
Other operating expenses for the year ended March 31, 2003 con-
sisted of the following:

Millions of

Year ended March 31, 2003 Millions of yen  U.S. dollars
Losses on sale of bonds ...... ¥ 39,140 $ 325
Losses on redemption of bonds . 351 3
Losses on devaluation of bonds 2,362 19
Bond issuance costs 1,767 15
Lease-related expenses... 543,386 4,521
ONT o 134,125 1,116
¥721,134 $5,999

23. Other Expenses
Other expenses for the year ended March 31, 2003 consisted of the

following:
Millions of

Year ended March 31, 2003 Millions of yen  U.S. dollars

Write-off of loans ¥ 364,605 $ 3,033
Losses on sale of stocks and other securities 167,906 1,397
Losses on devaluation of stocks and other securities ... 507,624 4,223
Losses on money held in trust 4,017 33
Transfer to reserve for possible losses on loans sold ... 16,672 139
Losses on delinquent loans sold 162,494 1,352
Losses on disposition of premises and equipment............... 38,880 323
Amortization of unrecognized net transition
obligation for employee retirement benefits .................... 23,158 193
Losses on disposal of software ... 15,014 125
54,280 452
¥1,354,655 $11,270




24. Income Taxes
(1) Significant components of deferred tax assets and liabilities at

March 31, 2003 were as follows:

Millions of

March 31, 2003 Millions of yen  U.S. dollars

Deferred tax assets:

Reserve for possible 10an 10sSes.............ccccueveee ¥ 952,503 $ 7,924
Write-off of securities ................. 569,077 4,734
Net operation loss carryforwards . 451,408 3,755
Write-0ff of 10aNS........ccoviiniiciiice . 324,328 2,698
Reserve for employee retirement benefits ........ 112,694 938
Net unrealized losses on other securities.......... 11,853 99
DEPreciation .........cccvevvenienseseeieesenienas 10,042 84
Reserve for possible losses on loans sold........... 8,335 69
OLher ..o . 119,670 996

2,559,013 21,297
(540,074) (4,493)

Total deferred tax assets ......c.oovvvvvveerivvierennnns ¥2,019,839

$16,804
Deferred tax liabilities:

Leveraged 18aSe...........vvvrvreiriierrrieireiereieens ¥ (48,754) $ (406)

Gains on securities contributed to employee
retirement benefits trust...........cccovcvninnnn (25,328) (211)
Undistributed earnings of subsidiaries.. . (10,614) (88)
Oher ..o . (22,969) (191)
Total deferred tax liabilities . (107,666) (896)
Net deferred tax assets..........coverereeneesennenns ¥1,912,172 $15,908

A reconciliation of the effective income tax rate reflected in

the accompanying consolidated statement of operations to the

statutory tax rate for the year ended March 31, 2003 was as

follows:

Statutory tax rate ........oceeeveveviecesese e 42.05%
Valuation allowance..........ccccoveevniiiininieecnn. (25.92)%
Change of the effective statutory tax rate

due to the revision of the local tax law .......... 10.40%
(O] 1 411 SR 0.39%
Effective income tax rate .........cccceevvevveceevieecreennenn 26.93%

With the implementation of the “Metropolitan ordinance
regarding the imposition of enterprise taxes through external
standards taxation on banks in Tokyo” (Tokyo Metropolitan
Ordinance No. 145, April 1, 2000) (“the metropolitan ordi-
nance”), enterprise taxes that were hitherto levied on taxable
income are now levied on gross banking profit.

On October 18, 2000, Sakura Bank and Sumitomo Bank
filed a lawsuit with the Tokyo District Court against the
Tokyo metropolitan government and the Governor of Tokyo
seeking to void the metropolitan ordinance. They won the case
eventually entirely on March 26, 2002 with a decision of the
Tokyo District Court in the Bank’s favor, on the grounds that
the metropolitan ordinance was illegal. The District Court
ordered the metropolitan government to return to the Banks
advance tax payments of ¥16,633 million ($138 million) and
also awarded to the Banks damages of ¥200 million ($2 mil-
lion). On March 29, 2002, the metropolitan government
lodged an appeal with the Tokyo High Court against the deci-
sion, and on April 9, 2002, the plaintiff banks at the first trial
including the Bank also lodged an appeal. The Bank won the
second-trial case eventually on January 30, 2003 with a deci-
sion of the Tokyo High Court in SMBC'’s favor, on the
grounds that the metropolitan ordinance was illegal. The
High Court ordered the metropolitan government to return to

SMBC advance tax payments of ¥36,175 million ($301 mil-
lion). On February 10, 2003, the metropolitan government
lodged a final appeal with the Supreme Court against the deci-
sion, and on February 13, 2003, the plaintiff banks at the first
trial including SMBC also lodged a final appeal.

It is the opinion of SMBC that the metropolitan ordinance
is both unconstitutional and illegal. SMBC has asserted this
opinion in the courts and the matter is still in litigation. The
fact that during this fiscal year SMBC has applied the same
treatment as in the previous year, accounting for enterprise
taxes through external standards taxation on banks in Tokyo
in accordance with the metropolitan ordinance, is because
SMBC has deemed it appropriate at this stage to continue
with the same accounting treatment as before. This account-
ing treatment does not constitute in any way an admission on
the part of SMBC either of the constitutionality or of the
legality of the metropolitan ordinance.

With the implementation of the metropolitan ordinance,
enterprise taxes relating to banks in Tokyo were recorded in
“Other expenses” in the amounts of ¥16,833 million ($140
million) for the year ended March 31, 2001 (sum of Sakura
Bank and Sumitomo Bank), ¥19,862 million ($165 million)
for the year ended March 31, 2002 and ¥18,269 million ($152
million) for the year ended March 31, 2003. As a result,
“Income (loss) before income taxes” for the each fiscal year
decreased (increased) by the corresponding amount as com-
pared with the previous standards under which enterprise
taxes were levied on taxable income. There is no impact on
“Income taxes, current” as compared with the previous stan-
dards under which enterprise taxes were levied on taxable
income. Consequently, stockholders’ equity decreased by
¥32,495 million ($270 million). Since the enterprise taxes in
question are not included in the calculations for accounting for
tax effects, there was a decrease in “Deferred tax assets” of
¥98,703 million ($821 million) as compared with the amount
that would have been included if the enterprise taxes had been
levied on taxable income instead of gross profits. There was
also a decrease in “Deferred tax liabilities for land revaluation”
of ¥3,236 million ($27 million), and consequently stockhold-
ers’ equity decreased by ¥95,467 million ($794 million).

With the implementation of the “Municipal Ordinance
regarding the imposition of enterprise taxes through external
standards taxation on banks in Osaka” (Osaka Municipal
Ordinance No. 131, June 9, 2000) (“the municipal ordi-
nance”), enterprise taxes which were hitherto levied on taxable
income are now levied on gross banking profit.

On April 4, 2002, the Bank filed a lawsuit with the Osaka
District Court against the Osaka municipal government and
the Governor of Osaka seeking to void the municipal ordi-
nance. With the implementation of the “Revision of
Municipal Ordinance regarding the imposition of enterprise
taxes through external standards taxation on banks in Osaka”
(Osaka Municipal Ordinance No. 77, 2002) (“the revised
municipal ordinance 2002”) on May 30, 2002, and the imple-
mentation of the “Revision of Municipal Ordinance regarding
the imposition of enterprise taxes through external standards
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taxation on banks in Osaka” (Osaka Municipal Ordinance

No. 14, 2003) (“the revised municipal ordinance 2003") on
April 1, 2003, the special treatment regarding the tax basis is
to be applicable from the fiscal year starting on April 1, 2003.
The enterprise taxes which the banks should pay to Osaka
municipal government this term are subject to the supplemen-
tary provision 2 of the revised municipal ordinance 2003,
which provides the banks shall pay the enterprise taxes based
on the lesser of gross banking profit or taxable income. SMBC,
therefore, is planning to file and pay the enterprise taxes based
on taxable income. The fact that SMBC is planning to file and
pay the enterprise taxes according to the revised municipal
ordinance does not constitute in any way an admission on the
part of SMBC either of the constitutionality or of the legality
of the revised municipal ordinance 2002 and 2003 as well as
the municipal ordinance. Since the enterprise taxes in question
are not included in the calculations for accounting for tax
effects, there was a decrease in “Deferred tax assets” of ¥48,699
million ($405 million) as compared with the amount that
would have been included if the enterprise taxes had been
levied on taxable income instead of gross profits. There was
also a decrease in “Deferred tax liabilities for land revaluation”
of ¥1,575 million ($13 million), and consequently stockhold-
ers’ equity decreased by ¥47,124 million ($392 million).
With the implementation of the “Revision of the Local Tax
Law” (Legislation No. 9, 2003) on March 31, 2003, the tax
basis of enterprise taxes, which was stipulated as “taxable
income and liquidation income” by the 12th paragraph of
Article 72 of the Local Tax Law before the revision, is to be a
combination of “amount of added value,” “amount of capital”
and “taxable income and liquidation income” from the fiscal
year starting April 1, 2004. The enterprise taxes that have tax
bases of the “amount of added value” and the “amount of capi-
tal” are not pertinent to the enterprise taxes that have tax
bases of income-related amounts. The “Revision of the Local
Tax Law” also stipulates that the metropolitan ordinance and
the municipal ordinance are to be abolished from the fiscal
year starting April 1, 2004.

In connection with the “Revision of the Local Tax Law,” the
effective statutory tax rate that domestic consolidated sub-
sidiaries use in the calculations of deferred tax assets and lia-
bilities from the fiscal year starting April 1, 2004 was
changed, and thus, there was an increase in “Deferred tax
assets” of ¥63,905 million ($532 million) and a decrease in
“Income taxes, deferred” of ¥64,127 million ($534 million).
There was also an increase in “Deferred tax liabilities for land
revaluation” of ¥2,609 million ($22 million) and a decrease in
“Land revaluation excess” of ¥2,618 million ($22 million).

As for SMBC, the effective statutory tax rate used in the cal-
culations of deferred tax assets and liabilities was changed
from 38.62% to 40.46%. As a result, there was an increase in
“Deferred tax assets” of ¥67,657 million ($563 million) and a
decrease in “Income taxes, deferred” of the same amount.
There was also an increase in “Deferred tax liabilities for land
revaluation” of ¥2,634 million ($22 million) and a decrease in
“Land revaluation excess” of the same amount.
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25. Employee Retirement Benefits

@

@

Outline of employee retirement benefits

Consolidated subsidiaries in Japan have contributory funded
defined benefit pension plans such as welfare pension plans,
qualified pension plans and lump-sum severance indemnity
plans. They may grant additional benefits in cases where certain
requirements are met when employees retire. Some domestic
consolidated subsidiaries received an approval from Minister of
Health, Labor and Welfare for exemption from future retirement
benefit obligations with respect to the entrusted portion of
employee pension fund. SMBC and some consolidated sub-
sidiaries in Japan contributed certain marketable equity securi-
ties to an employee retirement benefit trust.

Projected benefit obligation

Millions of

March 31, 2003 Millions of yen  U.S. dollars
Projected benefit

obligation ¥(1,164,570) $(9,688)
Plan assets 723,175 6,016
Unfunded projected

benefit obligation (C)=(A)*+(B) ..cvvvrre ¥ (441,395) $(3,672)
Unrecognized net

obligation from initial

application of the new

accounting standard ((5) IS 44,087 367
Unrecognized net

actuarial gain or 10ss — (E).....cccovvrvevrieninennns 349,118 2,904
Unrecognized

prior service costs [ IR (53,218) (443)
Net amount recorded on

the consolidated balance

sheet (G)=(C)+D)+(E)+(F)... ¥ (101,408) $ (844)
Prepaid pension cost

(other assets) () TP — —
Reserve for employee

retirement benefits (S () I ¥ (101,408) $ (844)

Plan assets related to the general type of welfare pension plan
amounted to ¥27,306 million ($227 million) and were not
included in “Plan assets” shown above.

Pension expenses

Millions of

Year ended March 31, 2003 Millions of yen  U.S. dollars
SEIVICE COSE. ..ottt ettt eeees ¥26,163 $218
Interest cost on projected benefit obligation...... 34,772 289
Expected return on plan assets...........cccccveeernenns (32,219) (268)
Amortization of unrecognized net obligation

from initial application of the new accounting

standard 23,158 193
Amortization of unrecognized net

actuarial gain or 10SS.........ccvevrirerrrenrrrsreins 24,547 204
Amortization of unrecognized prior service costs... (6,583) (55)
Other (nonrecurring additional retirement

allowance paid and other) ..........ccccoovvvirinnnene 9,811 82
PENSION EXPENSES ..vovvovevrirseiseeeses e seiesns ¥79,650 $663
Gains on return of the entrusted portion of

employee pension fund.........cccccecveiinicinenn, (4,413) (37)
TOMAl . ¥75,237 $626
Assumptions

The principal assumptions used in determining benefit obliga-

tion and pension expenses at or for the year ended March 31,

2003 were as follows:

(@) Discount rate: 1.7% to 3.0%

(b) Expected rate of return on plan assets: 0.0% to 5.0%

(c) Allocation of estimated amount of retirement benefits:
Allocated to each period by the straight-line method



(d) Term to amortize unrecognized prior service costs: Mainly
10 years

(e) Term to amortize unrecognized net actuarial gain or loss:
Mainly 10 years

(f) Term to amortize unrecognized net obligation from initial
application of new accounting standard: Mainly 5 years

26. Lease Transactions
(1) Financing leases

A summary of assumed amounts of acquisition cost, accumu-
lated depreciation and net book value for financing leases
without transfer of ownership at March 31, 2003 was as follows:

(@) Lessee side

Millions of yen
March 31, 2003 Equipment Other Total
Acquisition COSt.................. ¥17,591 ¥253 ¥17,844
Accumulated depreciation ... 7,078 146 7,225
Net book value................... ¥10,512 ¥106 ¥10,618

Millions of U.S. dollars

March 31, 2003 Equipment Other Total
Acquisition Cost.................. $146 $2 $148
Accumulated depreciation ... 59 1 60
Net book value.................... $ 87 $1 $ 88

Future minimum lease payments excluding interests at
March 31, 2003 were as follows:

Millions of

March 31, 2003 Millions of yen  U.S. dollars

Due within one year. ¥ 3,020 $25

Due after one year 7,328 61
¥10,348 $86

Total lease expenses for the year ended March 31, 2003
were ¥3,738 million ($31 million). Assumed depreciation
charges for the year ended March 31, 2003 amounted to
¥3,440 million ($29 million). Assumed depreciation charges
is calculated using the straight-line method over the lease
term of the respective assets without salvage values. The dif-
ference between the minimum lease payments and the acquisi-
tion costs of the lease assets represents interest expenses. The
allocation of such interest expenses over the lease term is com-
puted using the effective interest method. Interest expenses for
the year ended March 31, 2003 amounted to ¥279 million ($2
million).

(b) Lessor side

Millions of yen
March 31, 2003 Equipment Other Total
Acquisition CoSt.................. ¥1,949,522 ¥503,639 ¥2,453,161
Accumulated depreciation ... 1,203,855 273,477 1,477,332
Net book value.................. ¥ 745,667 ¥230,161 ¥ 975,828

Millions of U.S. dollars

March 31, 2003 Equipment Other Total

Acquisition COSt.................. $16,219 $4,190 $20,409
Accumulated depreciation ... 10,015 2,276 12,291
Net book value................... $ 6,204 $1,914 $ 8,118

Future lease payments receivable excluding interests at
March 31, 2003 were as follows:

Millions of
March 31, 2003 Millions of yen  U.S. dollars
Due within one year ¥ 312,772 $2,602
Due after one year 702,955 5,848

¥1,015,727 $8,450

Total lease income for the year ended March 31, 2003 was
¥374,816 million ($3,118 million). Depreciation charges for
the year ended March 31, 2003 amounted to ¥306,999 mil-
lion ($2,554 million). Interest income represents the differ-
ence between the additional amount of the lease payments
receivable and estimated salvage values, and the acquisition
costs of the lease assets. The allocation of such interest income
over the lease term is computed using the effective interest
method. Interest income for the year ended March 31, 2003
amounted to ¥70,330 million ($585 million).

(2) Operating leases
(a) Lessee side
Future minimum lease payments at March 31, 2003 were as

follows:
Millions of
March 31, 2003 Millions of yen  U.S. dollars
Due within one year ¥ 18,646 $155
Due after one year 101,035 841
¥119,681 $996

(b) Lessor side
Future lease payments receivable at March 31, 2003 were as

follows:
Millions of
March 31, 2003 Millions of yen  U.S. dollars
Due within one year ¥233 $2
Due after one year 482 4
¥716 $6

Future lease payments receivable of ¥108,886 million ($906
million) on the lessor side referred to in (1) and (2) above were
pledged as collateral for borrowings at March 31, 2003.

27. Loan Commitments

Commitment line contracts on overdrafts and loans are agreements to
lend to customers when they apply for borrowing, to a prescribed
amount, as long as there is no violation of any condition established
in the contracts. The amount of unused commitments was
¥31,475,362 million ($261,858 million), and the amount of unused
commitments whose original contract terms are within one year or
unconditionally cancelable at any time was ¥28,769,561 million
($239,347 million) at March 31, 2003.

Since many of these commitments are expected to expire without
being drawn upon, the total amount of unused commitments does
not necessarily represent actual future cash flow requirements. Many
of these commitments have clauses that SMBC and consolidated sub-
sidiaries can reject an application from customers or reduce the con-
tract amounts in case economic conditions are changed, SMBC and
consolidated subsidiaries need to secure claims or other events occur.
In addition, SMBC and consolidated subsidiaries request the cus-
tomers to pledge collateral such as premises and securities at the con-
clusion of the contracts, and take necessary measures such as grasping
customers’ financial positions, revising contracts when need arises
and securing claims after the conclusion of the contracts.
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28. Market Value of Marketable Securities
(1) Securities
The market value of marketable securities at March 31, 2003 was as follows:
In addition to “Securities” in the consolidated balance sheet, trading securities, negotiable certificates of deposit and commercial
paper in “Trading assets,” negotiable certificates of deposit in “Deposits with banks,” and commercial papers and claims on loan trust in
“Commercial paper and other debt purchased” are included in the amounts of following tables.

(a) Securities classified as trading purposes

March 31, 2003 Millions of yen Millions of U.S. dollars
Consolidated balance Sheet amMOUNT...........ocoiiiiiiiii s ¥1,434,190 $11,932
Losses included in profit/10ss dUring the YEar............ccceoireeiiriciiiiee e 1,096 9
(b) Bonds classified as held-to-maturity with market value
Millions of yen
Consolidated
balance sheet Net unrealized
March 31, 2003 amount Market value gains (losses) Gains Losses
Japanese government bonds ..........ccccovveernrieeernieennnns ¥311,391 ¥315,414 ¥4,023 ¥4,023 ¥ —
Japanese local government bonds ..........cccovvveeervvieeinnnns 23,091 23,920 828 828 —
Corporate DONAS...........ccvvvviirivieieeee e — — — — —
OB e 42,413 43,444 1,030 1,136 105
TOLAL o ¥376,896 ¥382,779 ¥5,882 ¥5,988 ¥105
Millions of U.S. dollars
Consolidated
balance sheet Net unrealized
March 31, 2003 amount Market value gains (losses) Gains Losses
Japanese government bonds ...........ccccoeoeeieeeeiecenen. $2,501 $2,624 $33 $33 $—
Japanese local government bonds .. . 192 199 7 7 —
Corporate bonds.........ccccoevveeenne . — — — — —
Other............ . 353 362 9 10 1
TOLAL e $3,136 $3,185 $49 $50 $1
Note: Market value is calculated by using market prices at the fiscal year-end.
(c) Other securities with market value
Millions of yen
Consolidated
Acquisition balance sheet Net unrealized
March 31, 2003 cost amount gains (losses) Gains Losses
STOCKS .ottt ¥ 3,167,955 ¥ 3,002,513 ¥(165,442) ¥112,952 ¥278,395
BONGS ..o ¥14,024,014 ¥14,135,179 ¥111,164 ¥117,093 ¥ 5,928
Japanese government bonds...........cccooveeeinriieenenn 12,516,061 12,590,255 74,193 79,479 5,286
Japanese local government bonds . 342,798 352,112 9,314 9,415 101
Corporate BONdS ........cceevvrieiieieiee e 1,165,153 1,192,811 27,657 28,197 540
OB e ¥ 4,479,136 ¥ 4,502,770 ¥ 23,634 ¥ 42,897 ¥ 19,263
TOTAL e ¥21,671,106 ¥21,640,463 ¥ (30,643) ¥272,943 ¥303,587
Millions of U.S. dollars
Consolidated
Acquisition balance sheet Net unrealized
cost amount gains (losses) Gains Losses
$ 26,355 $ 24,979 $(1,376) $ 940 $2,316
$116,673 $117,597 $ 924 $ 974 $ 50
104,127 104,744 617 661 44
2,852 2,929 7 78 1
9,694 9,924 230 235 5
$ 37,264 $ 37,461 $ 197 $ 357 $ 160
$180,292 $180,037 $ (255) $2,271 $2,526

Notes: 1. Market value is calculated as follows:
Stocks Average market price during one month before the fiscal year-end
Bonds and other ~ Market price at the fiscal year-end
2. Other securities with market value are considered as impaired if the market value decreases significantly below the acquisition cost and such decline is not consid-
ered as recoverable. The market value is recognized as the consolidated balance sheet amount and the amount of write-down is accounted for as valuation loss
(impaired) for the current fiscal year. Valuation loss for this fiscal year was ¥494,815 million ($4,117 million). The rule for determining “significant decline” is as
follows and is based on the classification of issuing company under self-assessment of assets.

Bankrupt/Effectively bankrupt/Potentially bankrupt issuers: Market value is lower than acquisition cost.
Issuers requiring caution: Market value is 30% or more lower than acquisition cost.
Normal issuers: Market value is 50% or more lower than acquisition cost.

Bankrupt issuers: Issuers that are legally bankrupt or formally declared bankrupt.

Effectively bankrupt issuers: Issuers that are not legally bankrupt but regarded as substantially bankrupt.
Potentially bankrupt issuers: Issuers that are perceived to have a high risk of falling into bankruptcy.
Issuers requiring caution: Issuers that are identified for close monitoring.

Normal issuers: Issuers other than the above four categories of issuers.
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(d) Bonds sold during the year ended March 31, 2003 that are classified as held-to-maturity
There are no corresponding items.

(e) Other securities sold during the year ended March 31, 2003

Millions of yen Millions of U.S. dollars
Year ended March 31, 2003 Sales amount Gains on sales Losses on sales Sales amount Gains on sales Losses on sales
Other securities..........oevn. ¥37,709,925 ¥231,862 ¥190,364 $313,726 $1,929 $1,584

(f) Securities with no available market value .
Millions of yen

Millions of U.S. dollars

Consolidated Consolidated
March 31, 2003 balance sheet amount balance sheet amount
Bonds classified as held-to-maturity
Nonlisted fOreign SECUMTEIES. ......vivruiiirieie ittt ¥ 4,105 $ 34
OBNEE ettt 6,463 54
Other securities
NoNlisted fOreign SECUMTEIES. .......viveuiiieiee it ¥ 363,282 $3,022
Nonlisted bonds...........ccoovevrriiiinnncne. 1,176,885 9,791
Nonlisted stocks (excluding OTC stocks). 281,888 2,345
OBNEE ettt 137,050 1,140
(9) Change of classification of securities
There are no corresponding items.
(h) Redemption schedule of other securities with maturities and bonds classified as held-to-maturity
Millions of yen
March 31, 2003 1 year or less 1105 years 5 to 10 years Over 10 years
BONGS ... ¥3,482,943 ¥ 8,134,230 ¥3,769,404 ¥ 260,826
Japanese governmMeNt BONGS.............ocoviviiriiieiinieieiee s 3,303,635 6,306,161 3,034,984 256,865
Japanese local government BoNds ...........covveviviiinincinee 11,935 138,933 223,723 612
Japanese COrporate DONGS............ccvvviiririeiiiiee s 167,372 1,689,135 510,695 3,349
OBNET . ¥ 355,161 ¥ 2,886,041 ¥ 765,581 ¥ 880,974
TOTAL s ¥3,838,104  ¥11,020,271 ¥4,534,985 ¥1,141,800
Millions of U.S. dollars
March 31, 2003 1 year or less 1to 5 years 5 to 10 years Over 10 years
BONGS ..o $28,976 $67,672 $31,359 $2,170
Japanese government DONGS...........ccovveueiiiririniiree s 27,484 52,464 25,249 2,137
Japanese local government bonds 99 1,156 1,861 5
Japanese corporate bonds.. 1,393 14,052 4,249 28
OBNET . bbbt $ 2,955 $24,011 $ 6,370 $7,329
TOTAL .t $31,931 $91,683 $37,729 $9,499
Money held in trust
(@) Money held in trust classified as trading purposes
March 31, 2003 Millions of yen Millions of U.S. dollars
Consolidated balance sheet amount................ ¥1,629 $14
Gains included in profit/loss during the year 12 0
(b) Money held in trust classified as held-to-maturity
There are no corresponding items.
(c) Other money held in trust Millions of yen
Consolidated
Acquisition balance sheet Net unrealized
March 31, 2003 cost amount gains (losses) Gains Losses
Other money held in trust..........ccccovoiveniiciicc ¥23,044 ¥23,000 ¥(44) ¥510 ¥555
Millions of U.S. dollars
Consolidated
Acquisition balance sheet Net unrealized
March 31, 2003 cost amount gains (losses) Gains Losses
Other money held in trust............ccooviiiniininne $191 $191 $(0) $4 $4
Net unrealized gains (losses) on other securities and other money held in trust
March 31, 2003 Millions of yen Millions of U.S. dollars
Net unrealized gains (I0SSES) ....v.veverrvruerieriereriisiee ettt s s e snenene ¥(30,758) $(256)
Other securities................ (30,713) (256)
Other money held in trust... (44) (0)
(+) Deferred tax assets............ 2,004 17
Net unrealized gains (losses) on other securities (before following adjustmen ¥(28,754) $(239)
(=) MIINOTITY INTEIESTS ...ttt ¥ (4,557) $ (38)
(+) SMFG’s interest in net unrealized gains (losses) on valuation of other
securities held by affiliates accounted for by the equity method ... 1 (0)
Net unrealized gains (10Ses) 0N OThEr SECUFTLIES .......ccvvveuiiririiiiieiei e ¥(24,197) $(201)

Note: Net unrealized gains (losses) included foreign currency translation adjustments on nonmarketable securities denominated in foreign currency.
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29. Derivative Transactions

(1) Interest rate derivatives
Millions of yen

Contract amount
Market Valuation
March 31, 2003 Total Over 1 year value gains (losses)
Transactions listed on exchange
Interest rate futures:
SOI0. s ¥ 59,749,099 ¥ 4,547,691 ¥ (103,623) ¥ (103,623)
BOUGNT ... 57,633,988 5,676,922 109,474 109,474
Interest rate options:
G010, s ¥ 1,230,739 ¥ — ¥ 76 ¥ 76
BOUGNT ... 600,964 205,802 (99) (99)
Over-the-counter transactions
Forward rate agreements:
SOI0. s ¥ 13,389,231 ¥ 590,000 ¥ 1,076 ¥ 1,076
BOUGNT .o 3,469,855 455,000 (500) (500)
INTEESE FALE SWAPS: ...ttt ¥305,031,482 ¥214,079,553 ¥ 250,498 ¥ 250,498
Receivable fixed rate/payable floating rate .............cccooerrviiniiiinins 146,600,794 101,347,568 3,300,127 3,300,127
Receivable floating rate/payable fixed rate ...........cccocoverninniniininns 139,298,388 98,710,883 (3,040,142) (3,040,142)
Receivable floating rate/payable floating rate .............ccocovvieiiiciiinnns 18,990,156 13,890,272 850 850
Swaptions:
SOI0. s ¥ 1,720,503 ¥ 798,669 ¥ (35,707) ¥ (35,707)
1,523,512 1,106,731 26,355 26,355
¥ 5,352,002 ¥ 3,331,808 ¥ (4,194) ¥ (4,194)
3,616,992 2,536,627 6,682 6,682
¥ 317,281 ¥ 207,279 ¥ (7,673) ¥ (7,673)
351,199 195,322 9,027 9,027
¥ 42,316 ¥ 36,551 ¥ (6,526) ¥  (6,526)
250,660 92,669 6,603 6,603
/ / ¥ 251,467 ¥ 251,467

Millions of U.S. dollars

Contract amount
Market Valuation
March 31, 2003 Total Over 1 year value gains (losses)
Transactions listed on exchange
Interest rate futures:
SOIA e $ 497,081 $ 37,834 $ (862) $ (862)
Bought 479,484 47,229 911 911
Interest rate options:
S0I0. s $ 10,239 $ — $ 1 $ 1
BOUGNT ..o 5,000 1,712 1) (1)
Over-the-counter transactions
Forward rate agreements:
SOIA s $ 111,391 $ 4,908 $ 9 $ 9
BOUGNT ... 28,867 3,785 (4) (4)
INTEIESE FALE SWAPS: ...vevevviieiiieteieiete ettt ettt $2,537,700 $1,781,028 $ 2,084 $ 2,084
Receivable fixed rate/payable floating rate ..............ccccoeveirivcniiiicns 1,219,641 843,158 27,455 27,455
Receivable floating rate/payable fixed rate ............cccccovervvnniiicis 1,158,888 821,222 (25,292) (25,292)
Receivable floating rate/payable floating rate...............cocvvienninncnnns 157,988 115,560 7 7
Swaptions:
$ 14,314 $ 6,645 $ (297) $ (297)
12,675 9,207 219 219
$ 44,526 $ 27,719 $ (35 $ (35
30,091 21,103 55 55
$ 2,640 $ 1,724 $ (64) $ (64)
2,922 1,625 75 75
$ 352 $ 304 $  (54) $  (54)
2,085 771 55 55
/ / $ 2,092 $ 2,092

Notes: 1. The above transactions are valuated at market value and the valuation gains (losses) are accounted for in the consolidated statement of operations.
Derivative transactions to which hedge accounting method is applied are not included in the amounts above.
Some consolidated overseas subsidiaries account for interest rate derivatives in accordance with local accounting standards. Such transactions are not included in the
amounts above, of which their net unrealized gains amount to ¥818 million ($7 million).
2. Market value of transactions listed on exchange is calculated mainly using the closing prices on the Tokyo International Financial Futures Exchange and others.
Market value of OTC transactions is calculated mainly using discounted present value and option pricing models.
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(2) Currency derivatives
Millions of yen

Contract amount
Market Valuation
March 31, 2003 Total Over 1 year value gains (losses)
Over-the-counter transactions
CUITEINCY SWAPS .eevevereetesieesietee ettt sttt sb ettt ettt b et ¥16,433,656 ¥8,831,238 ¥(39,389) ¥(39,389)
Currency swaptions
SOI. et ¥ 330,238 ¥ 330,238 ¥ (3,173) ¥ (3,173)
BOUGNT e 865,005 865,005 13,724 13,724
Forward foreign eXChange ..........ccocvovvieieiiieeiireei s ¥ 2,935,846 ¥ 547,699 ¥ 1,518 ¥ 1518
Currency options
SOIT ¥ 56,586 ¥ 13,166 ¥ (1,375) ¥ (1,375)
60,441 21,575 1,585 1,585
¥ 15310 ¥ 2,855 ¥ 153 ¥ 153
/ / ¥(26,956) ¥(26,956)

Millions of U.S. dollars

Contract amount
Market Valuation
March 31, 2003 Total Over 1 year value gains (losses)
Over-the-counter transactions
CUITEINCY SWAPS .vevvereseetesiseseesesesseseseseesesesessesesessssesessssesessssssessssasesessssesessssens $136,719 $73,471 $(328) $(328)
Currency swaptions
SOIA ot $ 2,747 $ 2,747 $ (26) $ (26)
Bought .......ccceuuee. . 7,196 7,196 114 114
Forward foreign eXChange .........cccerueuririiiririiieisieieis s $ 24,425 $ 4,557 $ 13 $ 13
Currency options
SO e re e $ 471 $ 110 $ (11) $ (11)
BOUGNT . 503 179 13 13
Other
SOI0 et e $ 127 $ 24 $ 1 $ 1
/ / $(224) $(224)

Notes: 1. The above transactions are valuated at market value and the valuation gains (losses) are accounted for in the consolidated statement of operations.
Derivative transactions to which hedge accounting method is applied and the transaction shown in Note 3 below, are not included in the amounts above.
Some consolidated overseas subsidiaries account for currency derivatives in accordance with local accounting standards. Such transactions are not included in the
amounts above, of which their net unrealized gains amount to ¥371 million ($3 million).
2. Market value is calculated mainly using discounted present value.
3. Forward foreign exchange and currency options which are of the following types are not included in the amounts above:
(a) Those that are revaluated at fiscal year-end and the revaluation gains (losses) are accounted for in the consolidated statement of operations.
(b) Those that are allotted to financial assets/liabilities denominated in foreign currency and whose market values are already reflected in the amount of the financial
assets/liabilities on the consolidated balance sheet.
(c) Those that are allotted to financial assets/liabilities denominated in foreign currency and the financial assets/liabilities are eliminated in the process of
consolidation.
The contract amount of currency derivatives which are revaluated at the consolidated balance sheet date are as follows:

Millions of yen Millions of U.S. dollars

March 31, 2003 Contract amount Contract amount
Transactions listed on exchange
Currency futures:

SO0 s ¥ — $ —

BOUGNT. ..ttt — —
Currency options:

¥ — s —

Over-the-counter transactions
Forward foreign eXChanGE ...........coiiieuieiiieie e ¥37,271,679 $310,081
Currency options:
Id ¥ 3,001,518 $ 24,971
3,195,840 26,588
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(3) Equity derivatives

@

Millions of yen
Contract amount
Market Valuation
March 31, 2003 Total Over 1 year value gains (losses)
Transactions listed on exchange
Equity price index futures:
SOI. s ¥ — ¥— ¥— ¥—
Bought. — — — —
Equity price index options:
SOI. et ¥ — ¥— ¥— ¥—
BOUGNT ot — — — —
Over-the-counter transactions
Equity options:
SOIA. o ¥ 0 ¥— ¥0 ¥0
BOUGNT ... 0 — 0) 0)
Equity price index swaps:
Receivable equity index/payable floating rate .. ¥ — ¥— ¥— ¥—
Receivable floating rate/payable equity iNdeX ..........ccccovveiiiiiiiinncenns — — — —
Other:
SOM. vt ¥ATT ¥— ¥0 ¥0
BOUGNT ..o 477 — 0 0
TOTALL o / / ¥0 ¥0
Millions of U.S. dollars
Contract amount
Market Valuation
March 31, 2003 Total Over 1 year value gains (losses)
Transactions listed on exchange
Equity price index futures:
$— $— $— $—
$— $— $— $—
$0 $— $0 $0
BOUGNT ...t 0 — (0) 0)
Equity price index swaps:
Receivable equity index/payable floating rate ..............ccovvieinniiiniininnns $— $— $— $—
Receivable floating rate/payable equity iNAeX ..........ccccovvviiiiiiiinncinnns — — — —
Other:
SOI. e $ 4 $— $0 $0
BOUGNT ..o 4 — 0 0
TOTAL s / / $0 $0
Notes: 1. The above transactions are valuated at market value and the valuation gains (losses) are accounted for in the consolidated statement of operations.
Derivative transactions to which hedge accounting method is applied are not included in the amounts above.
2. Market value of transactions listed on exchange is calculated mainly using the closing prices on the Tokyo Stock Exchange.
Market value of OTC transactions is calculated mainly using discounted present value and option pricing models.
Bond derivatives
Millions of yen
Contract amount
Market Valuation
March 31, 2003 Total Over 1 year value gains (losses)
Transactions listed on exchange
Bond futures:
¥119,032 ¥ — ¥(388) ¥(388)
129,712 — (67) (67)
SOI. et ¥ 4,000 ¥ — ¥ (8 ¥ (8)
BOUGNT ...ttt — — — —
Over-the-counter transactions
Bond options:
S0I0. s ¥ 16,010 ¥15,617 ¥ 0 ¥ 0
BOUGNT. ...t 4,719 3,125 0 0
TOTAL s / / ¥(463) ¥(463)
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Millions of U.S. dollars

Contract amount
Market Valuation
March 31, 2003 Total Over 1 year value gains (losses)
Transactions listed on exchange
Bond futures:
SOI. et $ 990 $ — $(3) $(3)
BOUGNT ..o 1,079 — (1) 1)
Bond futures options:
SOIU...oeveeeeeeeeeeeeeeese s s eeseere e eees st eeeereeee e $ 33 $ — $(0) $(0)
BOUGNT et — — — —
Over-the-counter transactions
Bond options:
$ 133 $130 $0 $0
39 26 0 0
/ / $(4) $(4)
Notes: 1. The above transactions are valuated at market value and the valuation gains (losses) are accounted for in the consolidated statement of operations.
Derivative transactions to which hedge accounting method is applied are not included in the amounts above.
2. Market value of transactions listed on exchange is calculated mainly using the closing prices on the Tokyo Stock Exchange.
Market value of OTC transactions is calculated mainly using option pricing models.
(5) Commodity derivatives
Millions of yen
Contract amount
Market Valuation
March 31, 2003 Total Over 1 year value gains (losses)
Over-the-counter transactions
Commodity swaps:
Receivable fixed price/payable floating price .........cccoceevvvieivirveiinirsninnns ¥31,049 ¥27,358 ¥(1,607) ¥(1,607)
Receivable floating price/payable fixed Price ..........cccooiviriiiniiiininiinenn. 31,049 27,358 2,376 2,376
Commodity options:
G000 bbb ¥ 6,369 ¥ 4,063 ¥(1,493) ¥(1,493)
6,369 4,063 1,521 1,521
/ / ¥ 797 ¥ 797
Millions of U.S. dollars
Contract amount
Market Valuation
March 31, 2003 Total Over 1 year value gains (losses)
Over-the-counter transactions
Commodity swaps:
Receivable fixed price/payable floating price ...........ccccocovvevriiienrinnnn. $258 $228 $(13) $(13)
Receivable floating price/payable fixed price ..o, 258 228 20 20
Commodity options:
G000 bbb $ 53 $ 34 $(13) $(13)
Bought. 53 34 13 13
TOTAL ot / / $ 7 $ 7
Notes: 1. The above transactions are valuated at market value and the valuation gains (losses) are accounted for in the consolidated statement of operations.
Derivative transactions to which hedge accounting method is applied are not included in the amounts above.
2. Market value is calculated based on factors such as price of the relevant commodity and contract term.
3. Commodity derivatives are transactions on oil and metal.
(6) Credit derivative transactions
Millions of yen
Contract amount
Market Valuation
March 31, 2003 Total Over 1 year value gains (losses)
Over-the-counter transactions
Credit default options:
SOI. e ¥39,823 ¥22,790 ¥(1,767) ¥(1,767)
BOUGNT ... 35,625 18,592 3,153 3,153
Other:
SOI. b ¥ 5722 ¥ 1,099 ¥ 4,915 ¥ 4,915
86,567 79,546 276 276
/ / ¥ 6,578 ¥6,578
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Millions of U.S. dollars

Contract amount
Market Valuation

March 31, 2003 Total Over 1 year value gains (losses)
Over-the-counter transactions
Credit default options:

SO0, $331 $190 $(14) $(14)

BOUGNT ..o 296 155 26 26
Other:

SO0ttt $ 48 $ 9 $41 $41

BOUGNT .ttt 720 662 2 2
TOTAL s / / $ 55 $ 55

Notes: 1. The above transactions are valuated at market value and the valuation gains (losses) are accounted for in the consolidated statement of operations.

Derivative transactions to which hedge accounting method is applied are not included in the amounts above.
2. Market value is calculated based on factors such as price of the reference assets and contract term.
3. “Sold” represents transactions in which the credit risk is accepted; “Bought” represents transactions in which the credit risk is transferred.

30. Segment Information
(1) Business segment information

Millions of yen

Elimination and

unallocated
Year ended March 31, 2003 Banking business Leasing Other Total corporate assets Consolidated
1. Ordinary income
(1) External customers.. ¥ 2,530,217 ¥ 640,529 ¥ 335,639 ¥ 3,506,386 ¥ ¥ 3,506,386
(2) Intersegment........c.ccvvvevvrrerrrenene. 31,282 5,563 163,790 200,636 (200, 636) —
TOtal oo ¥ 2,561,499 ¥ 646,093 ¥ 499,429 ¥ 3,707,023 ¥ (200,636) ¥ 3,506,386
Ordinary eXpenseS...........covvrervrrrerrsenenns 3,130,721 622,237 447,163 4,200,122 (177,986) 4,022,136
Ordinary profit (108)........cccoevvrerrrinene. ¥ (569,221) ¥ 23,855 ¥ 52,265 ¥ (493,099) ¥ (22,650) ¥ (515,749)
11. Assets, depreciation and
capital expenditure
ASSELS .. ¥102,058,264 ¥1,789,697 ¥6,158,720 ¥110,006,682 ¥(5,399,232)  ¥104,607,449
Depreciation.........ccccoceeveiiennnenns 73,505 329,478 18,908 421,892 1 421,894
Capital expenditure .........ccoceevveennne 85,829 319,716 30,145 435,690 29 435,720
Millions of U.S. dollars
Elimination and
unallocated
Year ended March 31, 2003 Banking business Leasing Other Total corporate assets Consolidated
1. Ordinary income
(1) External customers ...........c.ccc..... $ 21,050 $ 5,329 $ 2,792 $ 29,171 $ — $ 29,171
(2) Intersegment..........cccceeevrirernnne 260 46 1,363 1,669 (1,669) —
TOtal o $ 21,310 $ 5,375 $ 4,155 $ 30,840 $ (1,669) $ 29,171
Ordinary eXpenses ........coeeeeeeverererereenes 26,046 5,176 3,720 34,942 (1,480) 33,462
Ordinary profit (10SS) .......cccocevvvrirrennnn. $ (4,736) $ 199 $ 435 $ (4,102 $ (189) $ (4,291)
I1. Assets, depreciation and
capital expenditure
ASSEES .. $849,070 $14,889 $51,238 $915,197 $(44,919) $870,278
Depreciation ........ccococeeevivciiincienne 612 2,741 157 3,510 0 3,510
Capital expenditure ..........cccceveennnne 714 2,660 251 3,625 0 3,625

Notes: 1. The business segmentation is classified based on SMFG’s internal administrative purpose.

w N

>

. “Other” includes securities, credit card, investment banking, loans, factoring, venture capital, system development and information processing.

. As for assets, unallocated corporate assets that were included in “Elimination and unallocated corporate assets” mainly consisted of investments in affiliates of
¥3,373,529 million ($28,066 million).

Ordinary income represents total income excluding gains on disposition of premises and equipment, collection of written-off claims and reversals of other reserves.

Ordinary expenses represent total expenses excluding losses on disposition of premises and equipment, amortized cost of unrecognized net transition obligation for

employee retirement benefits and other extraordinary expenses.
As mentioned in Note 24 “Income Taxes,” the effective tax rate was changed with the implementation of the “Revision of the Local Tax Law” (Legislation No. 9,

«

2003) on March 31, 2003. As a result, Assets of “Banking business” increased by ¥65,769 million ($547 million), and Assets of “Leasing” and “Other” decreased by
¥753 million ($6 million) and ¥1,109 million ($9 million), respectively as compared with the assets that were calculated using the former effective tax rate.
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(2) Geographic segment information

Millions of yen
Elimination and
unallocated
Year ended March 31, 2003 Japan The Americas Europe Asia and Oceania Total corporate assets Consolidated
1. Ordinary income
(1) External customers........ ¥ 3,033,860 ¥ 173,224 ¥ 174,353 ¥ 124,948 ¥ 3,506,386 ¥ — ¥ 3,506,386
(2) Intersegment................. 66,249 48,741 32,144 26,912 174,048 (174,048) —
Total.oeeeeeceeen ¥ 3,100,110 ¥ 221,966 ¥ 206,498 ¥ 151,860 ¥ 3,680,435 ¥ (174,048) ¥ 3,506,386
Ordinary expenses ............... 3,804,777 149,894 134,985 82,652 4,172,309 (150,172) 4,022,136
Ordinary profit (10sS) ............ ¥ (704,666) ¥ 72,071 ¥ 71512 ¥ 69,208 ¥ (491,873) ¥ (23,876) ¥ (515,749)
T ASSELS o ¥96,909,941 ¥6,138,645 ¥2,167,625 ¥2,647,964 ¥107,864,176 ¥(3,256,726) ¥104,607,449
Millions of U.S. dollars
Elimination and
unallocated
Year ended March 31, 2003 Japan The Americas Europe Asia and Oceania Total corporate assets Consolidated
1. Ordinary income
(1) External customers........ $ 25,240 $ 1,441 $ 1,451 $ 1,039 $ 29,171 $ — $ 29,171
(2) Intersegment ................ 551 405 267 225 1,448 (1,448) —
Total ............. $ 25,791 $ 1,846 $ 1,718 $ 1,264 $ 30,619 $ (1,448) $ 29,171
Ordinary expenses 31,653 1,247 1,123 688 34,711 (1,249) 33,462
Ordinary profit (10s9) ........... $ (5,862) $ 599 $ 595 $ 576 $ (4,092) $  (199) $ (4,291)
I1. Assets $806,239 $51,070 $18,034 $22,030 $897,373 $(27,095) $870,278

Notes: 1.

N

w

o

The geographic segmentation is classified based on the degrees of following factors: geographic proximity, similarity of economic activities and relationship of busi-
ness activities among regions.

. The Americas includes the United States, Brazil and others; Europe includes the United Kingdom, France and others; Asia and Oceania includes Hong Kong,

Singapore and others except Japan.

. As for assets, unallocated corporate assets that were included in “Elimination and unallocated corporate assets” mainly consisted of investments in affiliates of

¥3,373,529 million ($28,066 million).

. Ordinary income represents total income excluding gains on disposition of premises and equipment, recoveries of written-off claims and reversals of other reserves.

Ordinary expenses represent total expenses excluding losses on disposition of premises and equipment, amortized cost of unrecognized net transition obligation for
employee retirement benefits and other extraordinary expenses.

. As mentioned in Note 24 “Income Taxes,” the effective tax rate was changed with the implementation of the “Revision of the Local Tax Law” (Legislation No. 9,

2003) on March 31, 2003. As a result, Assets of “Japan” increased by ¥63,905 million ($532 million) as compared with assets that were calculated using the former
effective tax rate.

(3) Ordinary income from overseas operations

Year ended March 31, 2003 Millions of yen Millions of U.S. dollars
Ordinary income from overseas OPerations (A) ........ceroeeeererrieirenieiee s ¥ 472,525 $ 3,931
Consolidated ordinary iNCOME (B) ....c.coueueveuiririeiiirieieiesisiee et 3,506,386 29,171

(A) 1 (B) ettt bbb e bRt b bbbt 13.5% 13.5%
Note: The above table shows ordinary income from transactions of SMBC's overseas branches and overseas consolidated subsidiaries, excluding internal income.

31. Subsequent Event

Appropriations

of retained earnings

The following appropriations of retained earnings of SMFG at March 31, 2003 were approved by the general meeting of shareholders held on

June 27, 2003:

Millions of yen Millions of U.S. dollars
Cash dividends, ¥3,000 per share on cOMMON SEOCK .......ccviiiiieiiiieiiesiee e s ¥17,385 $145
¥10,500 per share on preferred StoCK (TYPE 1) ... 703 6
¥28,500 per share on preferred StOCK (TYPE 2) ....oovvveviirieieirinieeiree s 2,850 24
¥13,700 per share on preferred stock (TYpe 3) ..c.covovveerrrircieiiniennnne 10,960 91
¥19,500 per share on preferred stock (First to Twelfth series Type 4) .....cccccveeee. 976 8
¥3,750 per share on preferred stock (Thirteenth series Type 4) ......cccoovvvcvernnnenn. 431 3
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32. Parent Company

(1) Nonconsolidated Balance Sheet
Sumitomo Mitsui Financial Group, Inc.

Millions of

March 31, 2003 Millions of yen U.S. dollars (Note 1)
Assets
(N =Y T T PRSP ¥ 106,108 $ 883
Cash and due from DANKS ......c...uiiiiiii e 64,725 539
Deferred tax assets 35 0
ACCTUEA INCOMIE .ttt ettt et e e skttt e e be e e e esbe e e s enbe e e e beeeanbeeeaas 315 3
Refundable INCOME TAX ......iiiiiiieiiie et 40,976 341
Other CUMTENE BSSELS. ....c.uiiiiiiiiie it 55 0
Fixed assets ¥3,306,213 $27,506
Premises and @QUIPMENT ........oiuiiiiiiiieii ettt 0 0
BUIINGS e 0 0
INTANGIDIE ASSELS ...t 26 0
SOFIWAIE ...ttt 26 0
Investments and Other @SSELS ..........ccciiiiiiiieiii e 3,306,185 27,506
Investments in subsidiaries and affiliates .............ccoiiiiiiiiiici 3,260,957 27,129
Long-term loans to subsidiaries and affiliates ...........c.ccovvriiiiiiiiiicic e, 40,000 333
DEfErred fAX @SSEIS ....veiuiiiiieiiie ettt 5,227 44
Other INVESIMENTS ...t 0 0
Deferred ChArgES ......ocoiiiieiiiei e 1,207 10
OrgANIZALION COSE ....eviiiiiiiiitie ettt et e et e st e e b e e et e e et e e s e e e eanes 1,207 10
B o1 €= U= Y=Y 1 £ PSTRTRR ¥3,413,529 $28,399
Liabilities
CUITENE IADIIEIES ....vviveeve ettt ettt et te e sse s e seeenes ¥ 257,442 $ 2,142
SNOI-TEIM DOITOWINGS ...ttt ettt e et e e et e e s enbe e e s naneeeanees 256,501 2,134
Accrued expenses........... . 651 5
Income taxes payable 1 0
Business office taxes payable...........c.cooiiiiiiiiiii e 1 0
Consumption taxes Payable...........cooiiiiiiiiiii e 106 1
Reserve for employees bonuses.. 83 1
Other current aDIItIES ..........ccviiiiiii s 96 1
TOLAI HADITITIES 1oveiiiee ettt en ¥ 257,442 $ 2,142
Stockholders’ equity
[O2=T o 1 r= TR (o Tod PSSP PP RO PRRPRTUPROPPRN: ¥1,247,650 $10,380
L@ o1 - LT 1 o 1S ¥1,747,266 $14,536
(O T o)1 r= L 1T T AR PUU PO R UPPRTPP 1,747,266 14,536
RELAINE BAMINGS ...ttt ettt e et e te e e teeneesteeneeneeaneeneeareeneennen ¥ 161,521 $ 1,344
EArNed SUIPIUS TESEIVE .....ceiiiiiiiiiiee ittt ettt 496 4
VOIUNTANY FESEIVE ...ttt ettt et e e e 30,420 253
Special voluntary arned rESEIVES .........cocuiiiiiiiieiiie ettt 30,420 253
Unappropriated retain@d EarniNgS.........cueeaiirie it 130,605 1,087
TTEASUNY SEOCK ..vveivieeieieetee et et te ettt ettt e e et et eete et e teeneeteane e eeaneeseesseeneesnaeneenneen ¥ (351) $ (3)
Total StOCKNOIAEIS’ QUILY .oveeiiiiiii ettt ¥3,156,086 $26,257
Total liabilities and stockholders’ @qUItY .......cccooiiiiiiiie e ¥3,413,529 $28,399
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(2) Nonconsolidated Statement of Income
Sumitomo Mitsui Financial Group, Inc.

Millions of

Year ended March 31, 2003 Millions of yen U.S. dollars (Note 1)
OPErating INCOME ..cciuiiiiiiiiiiiit ettt ettt e ettt e st e e sbeesreeenes ¥131,519 $1,094
Dividends on investments in subsidiaries and affiliates ............c.cccocceviiiiinns 128,265 1,067
Fees and commissions received from subsidiaries 3,124 26
Interest income on loans to subsidiaries and affiliates ............c.cccoeeviiiicinene. 128 1
OPEratiNg EXPENSES ..ccuvveieiiieeeiiieeaittetaateeeasteeessaeeeasteaeaasaeeessteeessseeeessseeeanseeesnnes ¥ 971 $ 8
General and adminiStrative EXPENSES ........cccviciiiiiiiiie et 971 8
Other Operating EXPENSES ........ciiiiiiiiiii ettt 0 0
OPErating Profit oveeiieeie e ¥130,547 $1,086
NONOPEratiNg INCOIME ..oiiiiiiiiiiiiie ettt ¥ 13 $ 0
INterest iNCOME ON AEPOSILS .....coiuevieiiiiieeiie et 9 0
Fees and COMMISSIONS INCOME ........ccoiiiiiiiiie ettt 4 0
NONOPEratiNG EXPENSES .. .eiiiiiiie ittt ettt et et e be e et e e e sib e e anbeeeesaeas ¥ 10,926 $ 91
INtEresSt ON DOITOWINGS ......eiiiiiiie et 176 1
Amortization of 0rganization COSES ........ccciiiiiiiiiiiiiii e 301
SEOCK ISSUANCE COSES ...ttt ettt 9,994 83
Fees and COMMISSIONS EXPENSES .......eoiuiiiiiiiiieiiie ettt 73 1
Other nonoperating expenses 380 3
INCOME DEfOre INCOME LAXES . .viiiiiiie ettt e ¥119,634 $ 995
Income taxes:
(O o | PRSP PPRTN 156 1
Deferred (5,259) (44)
NEE INCOME ..ttt ettt ¥124,738 $1,038
Yen U.S. dollars (Note 1)
Per share data:
NELINCOME ...ttt e et e e et e e e ¥18,918.33 $157.39
NEet iNCOME — AIIULE ... 15,691.82 130.55
Declared dividends on COMMON STOCK..........uuiiiiiiiiiiiie e 3,000 24.96
Declared dividends on preferred Stock (TYP€ 1) ...cocveieiiiieeeiiiiieeiiie e 10,500 87.35
Declared dividends on preferred Stock (TYP 2) ...cocveieiiiiiieiiiiieeiiiie e 28,500 237.10
Declared dividends on preferred Stock (TYPe 3) ..ccovveiiiiiiieiiiieeiiiieeeee e 13,700 113.98
Declared dividends on preferred stock (First to Twelfth series Type 4) 19,500 162.23
Declared dividends on preferred stock (Thirteenth series Type 4).........ccceeuvee. 3,750 31.20
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