Capital Ratio Information

Sumitomo Mitsui Financial Group, Inc. and Subsidiaries

The consolidated capital ratio at the end of March 2007 and thereafter is calculated using the method stipulated in “Standards for Bank
Holding Company to Examine the Adequacy of Its Capital Based on Assets, Etc. Held by It and Its Subsidiaries Pursuant to Article 52-25 of
the Banking Law” (Notification 20 issued by the Japanese Financial Services Agency in 2006; hereinafter referred to as “the Notification”).
The consolidated capital ratio at the end of March 2006 was calculated using the method stipulated in “Standards for Consolidated Capital
Ratio Pursuant to Article 52-25 of the Banking Law” (Ordinance 62 issued by the Ministry of Finance in 1998; hereinafter referred to as “the
Ordinance”).

In addition to the method stipulated in the Notification to calculate consolidated capital ratio (referred to as “First Standard” in the
Notification), SMFG has adopted the foundation internal ratings-based approach for calculating credit risk-weighted asset amounts and imple-
mented market risk controls.

“Capital Ratio Information” is a new section of the Annual Report for this fiscal year only as Basel II became effective from March 31,
2007. Further, the section was prepared based on the Notification and the terms and details in the section may differ from the terms and details

in other sections of the Annual Report.

B Scope of Consolidation
1. Consolidated Capital Ratio Calculation
* Number of consolidated subsidiaries: 181
Please refer to “Principal Subsidiaries and Affiliates” of page 176 for their names and business outline.
e Scope of consolidated subsidiaries for calculation of consolidated capital ratio is based on the scope of consolidated subsidiaries for prepar-
ing consolidated financial statements.
e There are no affiliates to which the proportionate consolidation method is applied.
e There are no companies engaged exclusively in ancillary banking business or in developing new businesses as stipulated in Article 52-23 of

the Banking Law.

2. Deduction from Capital
* Number of nonconsolidated subsidiaries subject to deduction from capital: 127
Principal subsidiaries: S.B.L. Jupiter Co., Ltd. (Office rental, etc.)
SBCS Co., Ltd. (Venture capital and consulting)
* Number of financial affiliates subject to deduction from capital: ~ 76
Please refer to “Principal Subsidiaries and Affiliates” of page 176 for their names and business outline.

3. Restrictions on Movement of Funds and Capital within Holding Company Group

There are no special restrictions on movement of funds and capital among SMFG and its group companies.

4. Companies Subject to Deduction from Capital with Capital below Basel IT Required Amount and Total Shortfall Amount
Not applicable.
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B Capital Structure Information (Consolidated Capital Ratio (First Standard))
Regarding the calculation of capital ratio as of March 31, 2007, certain procedures were performed by KPMG AZSA & Co. pursuant to

“Treatment of Inspection of Capital Ratio Calculation Framework Based on Agreed-Upon Procedures” (JICPA Industry Committee Report

No. 30), and as of March 31, 20006, certain procedures were performed by KPMG AZSA & Co. pursuant to “Treatment of Inspection of Capital

Ratio Calculation Framework by External Auditors Based on Practical Guidelines Concerning External Audit of Internal Controls of Financial

Institutions” (JICPA Industry Audit Committee Report No. 30). The certain procedures performed by the external auditor are not part of the

audit of consolidated financial statements. The certain procedures performed on our internal control framework for calculating the capital ratio

are based on procedures agreed upon by SMFG and the external auditor and are not a validation of appropriateness of the capital ratio itself or

opinion on the internal controls related to capital ratio calculation.

Millions of yen

March 31 2007 2006
Tier | capital: CAPItAl STOCK........viiiieiii i ¥ 1,420,877 ¥ 1,420,877
CaPItAl SUIPIUS ..eeeieieiee ettt ee et e e nreee s 57,773 1,229,225
Retained earnings .. 1,386,436 944,112
TTEASUNY STOCK. ....teetiiiiiie ittt (123,454) (4,393)
Cash dividends t0 e Paid .........cooueiiiiiiiiiie e (66,619) —
Foreign currency translation adjustments ............ccccoovieiiiieiiiee e (30,656) (41,475)
Stock aCqUISItION FIGNES ..o 14 —
MINOKItY INTEIESES ...ttt 1,399,794 1,104,244
GOoOdWIll @NA OtNETS ...t (100,850) (6,686)
Gain on sale on securitization tranSaCtioNS.............ceeiveiiicieeniieree e (40,057) —
Total Tier | Capital (A) .....coveeeeee e 3,903,257 4,645,905
Tier Il capital: Unrealized gains on other securities after 55% discount .. 825,432 627,807
Land revaluation excess after 55% diSCOUNt.............occeeviiiiiiiiiiiiiciin 39,367 39,934
General reserve for possible 10an 10SSES ..........ooiiiiiiiiiiiiiiee e 35,309 742,614
Excess amount of ProViSION ..........cocveiiiiiiiiieiiieii e 175,921 —
Subordinated debt.........c.vvviiiiiii i 2,564,195 2,657,378
Total Tier 11 CaPItal........oeioireeiee e 3,640,226 4,067,736
Tier Il capital included as qualifying capital (B) .........cccooveriiinienieciieiicee, 3,640,226 4,067,736
Deductions*: (C©) et 690,759 619,279
Total qualifying capital: (D)=(A)+B)-(C).eeennen. ¥ 6,852,723 ¥ 8,094,361
Risk-adjusted assets: On-balance sheet items ..... ¥47,394,806 ¥58,984,821
Off-balance sheet items ..........ccoiiiiiii s 8,713,413 5,952,321
MarKet FSK IEEIMS ...t e e e 412,044 385,206
OPErAtIONAI FISK ...eeeviiieeiiie et e e e e aeee s 4,020,082 —
Total risk-adjusted aSSEtS (E).......ccveieiiiriiiieiieiieesiee et ¥60,540,346 ¥65,322,349
Tier | risk-adjusted
capital ratio: (A) 1 (E) X LO0 ..ttt ettt ettt e et et e e e e e s e e e nnaeaeene 6.44% 7.11%
Total risk-adjusted
capital ratio: (D) / (E) x 100................ 11.31% 12.39%

Required capital:

(E) X8% ..o

¥ 4,843,227

¥ J—

* “Deductions” refers to deductions stipulated in Article 8-1 of the Notification (Article 7-1 of the Ordinance) and includes willful holding of securities issued by
other financial institutions and securities stipulated in Clause 2 (Clause 2 of Article 7-1 of the Ordinance).

(Reference)

The consolidated capital ratio as of March 31, 2007, calculated using the formula stipulated in the Ordinance is 10.59%.
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B Capital Requirements

March 31, 2007 Billions of yen
Capital requirements for credit risk:

Internal ratings-based APPIOACK ........coo i ettt et e et e b et e b e et e e e e ae e ¥5,155.6

COIPOFAE EXPOSUIES: ...eiiiiiiieiiiit ettt ettt e e b b e e s bt e e s he e e e e be e e e st e e e e b e e e e e s b e e e sk b e e e saba e e s saba e e e sbb e e e steeessaneeeanes 3,185.5
Corporate exposures (excluding specialized 1€NdiNg) ........c.cooiiiiiiiiiiiie s 2,836.8
SOVETEIGN EXPOSUIES.....eiutie ittt ettt ettt ettt et e ettt b e sbe e e b e oh bt et e e e bt e e b e e s be e e bt e s ab e et e e e bt e e bt e s et e e bt e e e e nbeeeenis 42.8
BaANK ©XPOSUIES ...eeeiueiieeiieeeeiiee e sttt e e sttt e s teeeassteeeasteeeasteeeasteeeasseeeeasseeeeasseeeansteeeasseeeesseeeeenseeeennteeeannneeeansnneans 126.6
Sy LeToiEo1 [F2=Te I (=T oo 1T H OO PPPUPPRPI 179.3

RETAI EXPOSUIES: ...ttt h etttk a e bt et e e h et et e e bt e bt n et ettt et e s 763.6
Residential MOrgage EXPOSUIES ......couuiiiiieeeiite ettt et e ettt e e st e e st e e et e e e abe e e e abe et e e be e e e aabe e e e sreeeanreeeannneeaas 332.1
Qualifying revolving retail exposures.... 81.1
Oher LAl EXPOSUIES ...ttt ettt h e bt h et ettt e bt e bttt e bt e enb e e nbeeeneis 350.4

EQUILY EXPOSUIES: .ttt ettt ettt ettt ettt ekt e oo a ket e ek et e 2k bt e e 2 a kbt e 2 e H kb e e 22 kbt e e emb b e e e ahb e e e e amb e e e e bb e e e enbeeeeannnaeanns 424.6
Grandfathered QUILY EXPOSUIES .......couuiiiiiiie ittt ettt b ettt et 336.2
PD/LGD GPPIOACK ...ttt e Rt bt e e e e e e e 35.7
Market-based apPrOACR ..o 52.7

Simple risk WeIGt MENOM ........ooiiiiiiii ettt 52.7
Internal MOdelS METNO.........ccoiiii e —

Credit risk-weighted assets under Article 145 of the NOtIfiCation ..........cccooiiieiiiie i 301.5

Securitization exposures 158.9

OtNEE EXPOSUIES ...ttt h e a e bttt ek e e h bt e h et e et e e bt e bt e ke e e bt e nbe e et e bt e e e et e e e 321.3

StaNdardized @PPIOACK ... .eiiiiii ettt et 487.1

Total capital requiremMents fOr Credit FISK....... .o it e e e e nes 5,642.7

Capital requirements for market risk:

Standardized MmeasuremMent METNOU ..........oiiiiiiii ettt 4.7
INEEIEST FALE TISK ..ttt e e e et e e r et e en e 3.2
EQUILY POSITION FISK .....eeieeitiee ettt ettt ekttt oottt e e ettt e e ek bt e e e kbt e e eabb e e e ekt b e e e emb b e e e bbeeeanbeeesaneeaeanes 0.6
FOreign @XCNANGE FISK ......viiieiiiie ettt h ettt ettt b ettt et et et 0.9
COMMOUILIES TISK ...t st e e —
options .......ccceceee. —

INternal MOUEIS METNOU ......ociiiiie ettt r et e e enes 28.2

Total capital requirements fOr MAKEL FSK ...........iiiiiii ettt e et e e nes 33.0

Capital requirements fOr OPEerationNal TISK .......ciiiieiiiiieiiie e e e e e e sste e e srsreeesreaaeeseeeesnseeennnes 321.6
Total amount Of Capital FEQUITEMENTS ... ..iii ittt e et e e e bb e e e e be e e e st e e e anb e e e anbeeeaas ¥5,997.2

Notes: 1. Capital requirements for credit risk are capital equivalent to “credit risk-weighted assets X 8% under the standardized approach and “credit risk-weighted assets X 8% +
expected loss amount” under the internal ratings-based approach. Regarding exposures to be deducted from capital, the deduction amount is added to the amount of required
capital.

2. The above amounts are after credit risk mitigation.
3. There were no eligible purchased corporate receivables as of March 31, 2007.
4. “Other exposures” includes estimated lease residual values, purchased receivables and other assets.

B Internal Ratings-Based (IRB) Approach
1. Scope
SMFG and the following consolidated subsidiaries have adopted the foundation IRB approach for exposures as of March 31, 2007.
(1) Domestic Operations
Sumitomo Mitsui Banking Corporation, Sumitomo Mitsui Card Company, Limited, SMBC Guarantee Co., Ltd. and SMBC Finance
Service Co., Ltd.
(2) Overseas Operations
Sumitomo Mitsui Banking Corporation Europe Limited, Sumitomo Mitsui Banking Corporation of Canada, Banco Sumitomo Mitsui
Brasileiro S.A., PT Bank Sumitomo Mitsui Indonesia, SMBC Leasing and Finance, Inc., SMBC Capital Markets, Inc., SMBC Capital
Markets Limited, and SMBC Derivative Products Limited
Further, of consolidated subsidiaries that have adopted the standardized approach for exposures as of March 31, 2007, SMBC Leasing
Company, Limited, THE MINATO BANK, LTD., and Kansai Urban Banking Corporation are scheduled to adopt the foundation IRB
approach from March 31, 2010.

Note: Directly controlled SPCs and limited partnerships for investment of consolidated subsidiaries using the foundation IRB approach have also adopted the

foundation IRB approach. Further, the IRB approach is applied to equity exposures on a group basis, including equity exposures of consolidated sub-
sidiaries applying the standardized approach.
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2. Exposures by Asset Class
(1) Corporate Exposures
A. Corporate, Sovereign and Bank Exposures
(A) Rating Procedures
e “Corporate, sovereign and bank exposures” includes credits to domestic and overseas C&I companies, individuals for business pur-
poses (domestic only), sovereigns, public sector entities, and financial institutions. Business loans such as apartment construction
loans, and SME loans with standardized screening process (hereinafter referred to as “standardized SME loans”) are, in principle,
included in “retail exposures”. However, credits of more than ¥100 million are treated as corporate exposures in accordance with

the Notification.

An obligor is assigned an obligor grade by first assigning a financial grade using a financial strength grading model and data
obtained from the obligor’s financial statements. The financial grade is then adjusted taking into account the actual state of the
obligor’s balance sheet and qualitative factors to derive the obligor grade (for details, please refer to “Credit Risk Assessment and
Quantification” on page 38). Different rating series are used for domestic and overseas obligors — J1 ~ J10 for domestic obligors
and G1 ~ G10 for overseas obligors — as shown below due to differences in actual default rate levels and portfolios” grade distribu-
tion. Different PD (Probability of Default) values are applied also.

In addition to the above basic rating procedure which builds on the financial grade assigned at the beginning, in some cases, the
obligor grade is assigned based on the parent company’s credit quality or credit ratings published by external rating agencies. The
Japanese government, local authorities and other public sector entities with special basis for existence and unconventional finan-
cial statements are assigned obligor grades based on their attributes (for example, “local municipal corporations”), as the data on
these obligors are not suitable for conventional grading models. Further, credits to individuals for business purpose, business loans

and standardized SME loans are assigned obligor grades using grading models developed specifically for these exposures.

PDs used for calculating credit risk-weighted assets are estimated based on the default experience for each grade and taking into
account possibility of estimation errors. In addition to internal data, external data are used to estimate and validate PDs. The defi-

nition of default is the definition stipulated in the Notification (an event that would lead to an exposure being classified as “sub-

»

standard loans,” “doubtful assets” or “bankrupt and quasi-bankrupt assets” occurring to the obligor).
Obligor Grade

Domestic Overseas

Corporate Corporate Definition Borrower Category
Jl Gl Very high certainty of debt repayment Normal Borrowers
J2 G2 High certainty of debt repayment
J3 G3 Satisfactory certainty of debt repayment
J4 G4 Debt repayment is likely but this could change in cases of
significant changes in economic trend or business environment
J5 G5 No problem with debt repayment over the short term, but not

satisfactory over the mid to long term and the situation could
change in cases of significant changes in economic trend or
business environment

J6 G6 Currently no problem with debt repayment, but there are unstable
business and financial factors that could lead to debt repayment
problems

J7 G7 Close monitoring is required due to problems in meeting loan Borrowers Requiring Caution
terms and conditions, sluggish/unstable business, or financial
problems

J7R G7R Of which substandard borrowers Substandard Borrowers
J8 G8 Currently not bankrupt, but experiencing business difficulties, Potentially Bankrupt Borrowers

making insufficient progress in restructuring, and highly likely
to go bankrupt

J9 G9 Though not yet legally or formally bankrupt, has serious business  Effectively Bankrupt Borrowers
difficulties and rehabilitation is unlikely; thus, effectively bankrupt
J10 G10 Legally or formally bankrupt Bankrupt Borrowers
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(B) Portfolio

a. Domestic Corporate, Sovereign and Bank Exposures
Billions of yen

Exposure amount Weighted-
On-balance Off-balance Weighted- Weighted- average
March 31, 2007 Total sheet assets  sheet assets average PD  average LGD risk weight
JL-03 e ¥18,261.6 ¥13,350.4 ¥4911.1 0.10% 44.97% 22.88%
JA-J6 i 14,378.6 11,355.4 3,023.2 0.84 41.78 63.13
J7 (excluding J7R) ...oveviiiieiiieeec e 1,978.0 1,759.6 218.4 10.67 40.63 161.66
Japanese government and
local municipal corporations .. . 10,983.0 10,875.2 107.8 0.00 44.70 0.46
Other.....cocoeiiiieeiieee . 6,793.1 6,016.1 777.0 1.26 43.48 70.91
Default (J7R, J8-J10). . 991.9 965.0 26.9 100.00 43.45 —
TOtAl e ¥53,386.2 ¥44,321.7 ¥9,064.5 — — —

Notes: 1. “Other” includes exposures guaranteed by credit guarantee corporations, exposures to public sector entities and voluntary organizations, and exposures to
obligors not assigned obligor grades because they have yet to close their books (for example, newly established companies), as well as business loans and stan-
dardized SME loans of more than ¥100 million.

2. “LGD” stands for loss given default.

b. Overseas Corporate, Sovereign and Bank Exposures
Billions of yen

Exposure amount Weighted-
On-balance Off-balance Weighted- Weighted- average

March 31, 2007 Total sheet assets  sheet assets average PD  average LGD risk weight
GL-G3 it ¥12,579.4 ¥6,984.1 ¥5,595.3 0.22% 43.73% 38.57%
G-GB .ot 670.4 478.4 192.0 1.71 44.66 105.65
G7 (excluding G7R) ....ccvevvviieeiiiieeiiieeeens 152.0 71.5 80.5 27.13 44.89 251.83
Other ..o 163.6 121.5 42.1 0.94 44.88 86.24
Default (G7R, G8-G10).......cceevuvreerireaainnnn. 88.7 77.8 10.9 100.00 44.95 —_
TOtAl e ¥13,654.1 ¥7,733.3 ¥5,920.8 — — —

Note: “Other” includes exposures to obligors not assigned obligor grades because they have yet to close their books (for example, newly established companies).

B. Specialized Lending (SL)
(A) Rating Procedures

e “Specialized lending” is sub-classified into “project finance,” “object finance,” “commodity finance,” “income-producing real
estate” (IPRE) and “high-volatility commercial real estate” (HVCRE) in accordance with the Notification. Project finance is
financing of a single project, such as a power plant or transportation infrastructure, and cash flows generated by the project is the
primary source of repayment. Object finance includes aircraft finance and ship finance, and IPRE and HVCRE include real estate
finance (a primary example is non-recourse real estate finance). There were no commodity finance exposures as of March 31, 2007.

e Each SL product is assigned a grade using grading models based primarily on the expected loss ratio, and qualitative assessment.
As with obligor grades, there are ten grade levels but the definition of each grade differs from that of obligor grade which is
focused on PD.

Credit risk-weight asset amount for the SL category is calculated by mapping the expected loss-based facility grades to the

below five categories of the Notification.

SMFG 2007|127



(B) Portfolio

a. Project Finance, Object Finance and IPRE
Billions of yen

March 31, 2007 Risk weight Project finance Object finance IPRE
Strong:
Residual term less than 2.5 years 50% ¥100.4 ¥ 3.2 ¥ 274.6
Residual term 2.5 years or more.. 70% 435.9 64.8 695.7
Good:
Residual term less than 2.5 years................... 70% 34.8 1.0 44.7
Residual term 2.5 years or more.. 90% 146.8 10.0 105.0
Satisfactory .......ccceeeveeiieiiieiieen, 115% 314 9.0 56.4
Weak........ 250% 22.7 8.2 15
Default . — 3.6 — —
TOAl e ¥775.6 ¥96.3 ¥1,177.9
b. HVCRE
March 31, 2007 Risk weight Billions of yen
Strong:
Residual term less than 2.5 years................... 70% ¥ 59
Residual term 2.5 years or more...........c......... 95% 5.6
Good:
Residual term less than 2.5 years................... 95% 86.8
Residual term 2.5 years or more..........c.ccce..... 120% 46.4
SatiSfaCtory ......vee i 140% 162.0
WEEK.....eiiiiiiiii it 250% —
Default ......cooiiieiiiiie — —
TOtAlL oo ¥306.7
(2) Retail Exposures

A. Residential Mortgage Exposures
(A) Rating Procedures
® “Residential mortgage exposures” includes mortgage loans to individuals and some real estate loans in which the property consists
of both residential and commercial facilities such as a store or rental apartment units, but excludes apartment construction loans.
® Mortgage loans are rated as follows.
Mortgage loans are allocated to a portfolio segment with similar risk characteristics in terms of (a) default risk determined using
loan contract information, results of exclusive grading model and borrower category under self-assessment executed in accordance
with the financial inspection manual of the Japanese FSA, and (b) recovery risk at time of default determined using LTV (Loan To
Value) calculated based on the assessment value of collateral real estate. PDs and LGDs are estimated based on the default experi-
ence for each segment and taking into account possibility of estimation errors.
Further, the portfolio is subdivided based on the lapse of years from contract date and the effectiveness of segmentation in
terms of default risk and recovery risk is validated periodically.
Internal data are used to estimate and validate PDs and LGDs. The definition of default is the definition stipulated in the
Notification.

(B) Portfolio
Billions of yen

Exposure amount Weighted-
On-balance Off-balance Weighted- Weighted- average
March 31, 2007 Total sheet assets  sheet assets average PD  average LGD risk weight
Mortgage loans
PD segment:
Not delinquent
Use model.......ccooovieiiiiiiiiiiiiens ¥8,925.2 ¥8,818.8 ¥106.4 0.32% 45.91% 25.11%
Other ... 915.3 915.3 — 0.62 70.60 67.60
Delinquent .........ccooevviveiieieeieesee 39.1 31.9 7.3 26.34 51.49 287.54
Default 119.3 116.7 2.6 100.00 46.09 26.54
Total..... ¥9,998.9 ¥9,882.7 ¥116.2 — — —

Notes: 1. “Delinquent” loans are past due loans and loans to obligors categorized as “Borrowers Requiring Caution” that do not satisfy the definition of default stipu-
lated in the Notification.
2. “Other” includes loans guaranteed by employers.
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B. Quualifying Revolving Retail Exposures (QRRE)

(A) Rating Procedures

¢ “Qualifying revolving retail exposures” includes card loans and credit card balances.

o Card loans and credit card balances are rated as follows.

Card loans and credit card balances are allocated to a portfolio segment with similar risk characteristics determined based, for card

loans, on the credit quality of loan guarantee company, credit limit, settlement account balance and payment history, and, for

credit card balances, on repayment history and frequency of use.

PDs and LGDs used to calculate credit risk-weighted asset amounts are estimated based on the default experience for each

segment and taking into account possibility of estimation errors.

Further, the effectiveness of segmentation in terms default risk and recovery risk is validated periodically; internal data are

used to estimate and validate PDs and LGDs; and the definition of default is the definition stipulated in the Notification.

(B) Portfolio

Billions of yen

Exposure amount

Off-balance Weighted- Weighted-  Weighted-
On-balance sheet assets sheet Undrawn Average average average average
March 31, 2007 Total Balance Increase assets amount CCF PD LGD risk weight
Card loans
PD segment:
Not delinquent... ¥ 430.4 ¥ 356.3 ¥ 741 ¥— ¥ 1418 52.24% 2.45% 79.11% 58.93%
Delinquent...... 29.9 29.2 0.7 — 4.3 15.33 9.81 81.16 126.30
Credit card balances
PD segment:
Not delinquent... 904.3 599.4 305.0 — 3,497.3 8.72 1.09 80.49 26.27
Delinquent...... 6.0 4.9 1.1 — — — 71.46 83.42 152.96
Default ......cccccvevveens 14.4 12.3 2.2 — — — 100.00 83.22 48.93
Total....ooooveviiiiieneennn ¥1,385.1 ¥1,002.1 ¥383.0 ¥— ¥3,6434 — — — —

Notes: 1. On-balance sheet exposure amount is estimated by estimating the amount of increase in each transaction balance and not by multiplying the undrawn amount
by CCF (credit conversion factor).
2. “Average CCF” is “on-balance sheet exposure amount + undrawn amount” and provided for reference only. It is not used for estimating on-balance sheet expo-

sure amounts.

3. Past due loans of less than three months are recorded in “delinquent.”
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C. Other Retail Exposures
(A) Rating Procedures
e “Other retail exposures” includes business loans such as apartment construction loans, standardized SME loans, and consumer
loans such as My Car Loan.
e Business loans, standardized SME loans and consumer loans are rated as follows.

a. Business loans and standardized SME loans are allocated to a portfolio segment with similar risk characteristics in terms of (a)
default risk determined using loan contract information, results of exclusive grading model and borrower category under self-
assessment executed in accordance with the financial inspection manual of the Japanese FSA, and (b) recovery risk determined
based on, for standardized SME loans, obligor attributes and, for business loans, LTV. LGD is estimated based on the default
experience for each segment and taking into account possibility of estimation errors.

b. Rating procedures for consumer loans depends on whether the loan is collateralized. Collateralized consumer loans are allocated
to a portfolio segment using the same standards as for mortgage loans of “A. Residential Mortgage Exposures.”
Uncollateralized consumer loans are allocated to a portfolio segment based on account history. PDs and LGDs are estimated
based on the default experience for each segment and taking into account possibility of estimation errors.

Further, the effectiveness of segmentation in terms default risk and recovery risk is validated periodically, and internal data

are used to estimate and validate PDs and LGDs. The definition of default is the definition stipulated in the Notification.

(B) Portfolio
Billions of yen

Exposure amount Weighted-
On-balance Off-balance Weighted- Weighted- average
March 31, 2007 Total sheet assets  sheet assets average PD  average LGD risk weight
Business loans
PD segment:
Not delinquent
Use model......coooviiiiiiiiiiiiiies ¥1,805.5 ¥1,790.1 ¥15.4 1.82% 60.42% 64.34%
Other ..o 208.7 208.7 0.0 1.78 53.09 62.24
Delinquent ..........cocoveiiiiiieiiiieeeeee 352.2 348.5 3.7 10.99 60.21 98.65
Consumer loans
PD segment:
Not delinquent
Use model........cooovevveiiiiiiieiiens 370.1 356.3 13.8 1.47 4511 51.30
Other ......... 249.3 247.1 2.3 1.76 66.29 64.45
Delinquent 37.2 36.9 0.3 23.10 49.81 116.06
Default ......oooiiiiii 195.8 184.0 11.8 100.00 56.46 44.71
¥3,218.8 ¥3,171.5 ¥47.3 — — —

Notes: 1. “Business loans” includes apartment construction loans and standardized SME loans.
2. “Delinquent” loans are past due loans and loans to obligors categorized as “Borrowers Requiring Caution” that do not satisfy the definition of default stipu-
lated in the Notification.
3. “Other” includes loans guaranteed by employers.
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(3) Equity Exposures and Credit Risk-Weighted Assets under Article 145 of the Notification
A. Equity Exposures
(A) Rating Procedures

When acquiring equities subject to the PD/LGD approach, issuers are assigned obligor grades using the same rules as those of gen-
eral credits to C&I companies, sovereigns and financial institutions. The obligors are monitored (for details, please refer to page 39)
and their grades are revised if necessary (credit risk-weighted asset amount is set to 1.5 times when they are not monitored individu-
ally). In the case there is no credit transaction with the issuer or it is difficult to obtain financial information, internal grades are
assigned using ratings of external rating agencies if it is a qualifying investment. In the case it is difficult to obtain financial infor-

mation and it is not a qualifying investment, the simple risk weight method under the market-based approach is applied.

(B) Portfolio
a. Equity Exposure Amounts

March 31, 2007 Billions of yen
Market-Dased @PPIOACK ........c.uiii ettt naneeas ¥ 166.8
Simple risk weight method... 166.8
Listed equities (300%) .... 45.6
Unlisted equities (400%) . 121.2
Internal MOdElS MENOM ..........ooiiiiii e —
(=D ©] BT o] oo =T o D TP P PP PR PPPRPP 367.5
Grandfathered EQUILY EXPOSUIES .......ccuiiiiiiii ittt ettt et e st e et e b e sine e 3,965.0
1o = LTS U PSPPI TP TR ¥4,499.3

Notes: 1. The above exposures are equity exposures stipulated in the Notification and differ from “stocks” described in the consolidated financial statements.
2. “Grandfathered equity exposures” amount was calculated in accordance with Supplementary Provision No. 15 of the Notification.

b. PD/LGD Approach
Billions of yen

Exposure Weighted- Weighted-average

March 31, 2007 amount average PD risk weight

J Lm0 e ¥350.0 0.05% 105%
J4-J6 . 8.9 0.47 176

J7 (excluding J7R) .. . 4.4 9.30 432
Other . 4.2 2.24 275
Default (J7R, J8-J10) 0.0 100.00 —

LI ] = LSS UOPRRI ¥367.5 — —

Notes: 1. The above exposures are “equity exposures” stipulated in the Notification to which the PD/LGD approach is applied and differ from “stocks” of consolidated
financial statements.
2. “Other” includes exposures to public sector entities.

B. Credit Risk-Weighted Assets under Article 145 of the Notification
(A) Rating Procedures

Exposures under Article 145 of the Notification include credits to funds. In the case of such exposures, in principle, each underlying
asset of the fund is assigned an obligor grade to calculate the asset’s credit risk-weighted asset amount and the amounts are totalized
to derive the credit risk-weighted asset amount of the fund. When stocks account for more than half of the underlying assets of the
fund, or it is difficult to directly calculate the credit risk-weighted asset amount of individual underlying assets, the credit risk-
weight asset amount of the fund is calculated using the simple majority adjustment method, in which the equity exposure’s risk
weight is applied to the entire fund, or the simple risk weight method (risk weight of 400% or 1,250%).

(B) Portfolio
March 31, 2007 Billions of yen
Exposures under Article 145 of the NOTfICAtION ..........ooiiiiiiii e ¥1,896.2
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(4) Securitization Exposures

A. Risk Management Policies and Procedures

Definition of securitization exposure has been clarified in order to properly identify, measure, evaluate and report risks, and a risk
management department, independent of business units, has been established to centrally manage risks from recognizing securitiza-
tion exposures to measuring, evaluating and reporting credit risk-weighted assets.
The Group takes one of the following positions in securitization transactions.
e Originator (a direct or indirect originator of underlying assets; or a sponsor of an ABCP conduit or a similar program that acquires
exposures from third-party entities)

e Investor

e Other (for example, provider of swap for preventing a mismatch between dividend on trust beneficiary rights and cash flows gener-
ated by underlying assets on which the rights are issued)

B. Credit Risk-Weighted Asset Calculation Methodology

There are three method of calculating the credit risk-weighted asset amount of securitization exposures subject to the IRB approach:
the external ratings-based approach, supervisory formula, and internal assessment approach. The methods are used as follows.
e First, securitization exposures are examined and the external ratings-based approach is applied to qualifying exposures.
e The remaining exposures are examined and the supervisory formula is applied to qualifying exposures.
e The remaining exposures are deducted from capital (risk weight of 1,250%).
Credit risk-weighted asset amount for securitization exposures subject to the standardized approach is calculated mostly using

ratings published by qualifying rating agencies or based on weighted-average risk weights of underlying assets as stipulated in the
Notification.

C. Accounting Policy on Securitization Transactions

Accounting treatment of securitization of financial assets is as follows. Extinguishment of financial assets is recognized when the con-
tractual rights over the financial assets is exercised, forfeited or control over the rights is transferred to a third-party, and the difference
between the book value of the financial assets and the amount received/paid is recorded as the term’s gain/loss. When the control over
the contractual rights is not deemed to have been transferred, the securitization transaction is treated as a financial transaction such as
a mortgage loan.

When a portion of financial assets satisfies the extinguishment condition, the extinguishment of the said portion is recognized
and the difference between the book value of the extinguished portion and the amount received/paid is recorded as the term’s
gain/loss. The book value of the extinguished portion is calculated by allocating the book value of the financial assets based on the

proportion of the financial assets’ fair value that the extinguished portion represents.

Further, the remaining portion is subject to self-assessment, and write-offs and provisions are made as necessary.

D. Qualifying External Ratings Agencies
When computing credit risk-weighted asset amounts for securitization exposures using the external rating-based approach under the
IRB approach or standardized approach, the risk weights are determined by mapping the ratings of qualifying rating agencies to the
risk weights stipulated in the Notification. The qualifying rating agencies are Rating and Investment Information, Inc., Japan Credit

Rating Agency, Ltd., Moody’s Investors Service, Inc., Standard & Poor’s Ratings Services, and Fitch Ratings Ltd. When there are
more than one rating for an exposure, the second smallest risk weight is used.
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E. Portfolio
(A) Securitization Transactions as Originator

a. As Originator (excluding as Sponsor)

(a) Underlying Assets

Billions of yen

March 31, 2007 Fiscal 2006
Underlying asset amount
Asset
transfer Synthetic Securitized Default Loss Gains/losses
Total type type amount amount amount on sales
Claims on corporates .........cc.cece.. ¥ 330.2 ¥ 1815 ¥148.7 ¥ 520.5 ¥13.3 ¥4.3 ¥ —
Mortgage 10ans........cccceeveveeiiieennnns 1,550.9 1,550.9 — 789.7 0.3 0.0 26.8
Retail loans
(excluding mortgage loans)........... 450.4 — 450.4 341.2 20.1 2.1 —
Other claims 174.7 5.9 168.8 0.4 0.0 0.2 —
¥2,506.3 ¥1,738.4 ¥768.0 ¥1,651.7 ¥33.7 ¥6.6 ¥26.8
Notes: 1. The above amounts include the amount of underlying assets securitized during the term without entailing securitization exposure.
2. “Default amount” is the total of underlying assets which are past due three months or more and defaulted underlying assets.
3. There were no securitization exposures subject to early amortization provision.
4. There were no credit risk-weighted assets calculated using Supplementary Provision 15 of the Notification.
5. “Other claims” includes claims on PFI (Private Finance Initiative) businesses and lease fees.
(b) Securitization Exposures
i. Underlying Assets by Asset Type
Billions of yen
To be deducted Increase in

March 31, 2007 Term-end balance from capital capital equivalent
ClaimSs 0N COMPOTALES. .....viiiiiiiiiiieiie ettt ¥183.4 ¥ 1.7 ¥ —
MOTGAge J0ANS.......c.viiiieiiie it 142.7 29.9 40.1
Retail loans (excluding mortgage 10ans) .........ccccceevieeiiiieecninenn. 111.1 6.8 —
OLher ClaMS ......oooiiiiii e 8.4 8.4 —
TOMAL e ¥445.6 ¥46.7 ¥40.1

ii. Risk Weights

March 31, 2007

Billions of yen

Term-end balance Required capital

2090 OF I8SS ... uteeeitiie e ettt ee ettt e et e et e e st e e e en e e anaa e e nnneaeenraaeeane

100% or less
650% or less...
Capital deduction

B I0] - | SO U O UPUPPPR

¥175.1 ¥ 12
76.7 1.0
2.0 0.7
191.8 46.7
¥445.6 ¥49.6
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b. As Sponsor

(a) Underlying Assets
Billions of yen

March 31, 2007 Fiscal 2006
Underlying asset amount
Asset
transfer Synthetic Securitized Default Loss
Total type type amount amount amount
Claims on corporates. . ¥1,014.3 ¥1,014.3 ¥— ¥5,898.5 ¥206.0 ¥204.8
Mortgage loans.........ccccevevveeniineenne — — — — — —
Retail loans
(excluding mortgage loans) .......... 37.1 37.1 — 0.5 0.0 0.0
Other claims . 124.2 124.2 — 175.0 15 1.3
TOtal. e ¥1,175.6 ¥1,175.6 ¥— ¥6,074.0 ¥207.5 ¥206.0

Notes: 1. The above amounts include the amount of underlying assets securitized during the term without entailing securitization exposure.
2. “Default amount” is the amount of defaulted underlying assets and those past due three months or more.
3. “Default amount” and “loss amount” when acting as a sponsor of securitization of customer claims are estimated using the following methods and alterna-
tive data are used as it is difficult to obtain relevant data in a timely manner because the underlying assets are recovered by the customer.
(1) “Default amount” estimation method
o For securitization transactions subject to the external ratings-based approach, the amount is estimated based on information on underlying assets
obtainable from customers, etc.
o For securitization transactions subject to supervisory formula, the amount is estimated based on obtainable information on, or default rate of, each

obligor. Further, when it is difficult to estimate the amount using either method, it is conservatively estimated by assuming that the underlying
asset is a default asset.

(2) “Loss amount” estimation method
e For securitization transactions subject to the external ratings-based approach, the amount is the same amount as the default amount estimated con-
servatively in (1) above.
o For securitization transactions subject to supervisory formula, when expected loss ratios of defaulted undetlying assets can be determined, the amount

is estimated using the ratios. When it is difficult to determine the ratios, the amount is the same amount as the default amount estimated in (1)
above.

4. “Other claims” includes lease fees.
5. There were no securitization exposures subject to early amortization provision.
6. There were no credit risk-weighted assets calculated using Supplementary Provision 15 of the Notification.

(b) Securitization Exposures

i. Underlying Assets by Asset Type
Billions of yen

To be deducted Increase in
March 31, 2007 Term-end balance from capital capital equivalent
Claims 0N COMPOTALES......eiiiiiiieiiiie et ettt ¥807.7 ¥13.1 ¥—
MOrtgage 10@NS......cccuiiiiiiiicii e — — —
Retail loans (excluding mortgage loans) ... . 37.1 — —
Other CIAIMS ...cuiiiiiii e 100.3 — —
TOMAL et ¥945.1 ¥13.1 ¥—
Note: “Other claims” includes lease fees.
ii. Risk Weights

Billions of yen

March 31, 2007 Term-end balance Required capital
2090 OF I8SS ..ttt ettt ettt et et e e e nb e e nanreas ¥809.4 ¥ 56
TOOY0 OF IESS ..ttt ettt ettt et 103.1 3.7
B5000 OF IESS ...ttt s 18.9 2.4
Capital dEAUCTION. ......ociuiiiiii e 13.7 131

TOTAI e ¥945.1 ¥24.9
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(B) Securitization Transactions in which the Group is the Investor

a. Securitization Exposures

(a) Underlying Assets by Asset Type
Billions of yen

To be deducted Increase in
March 31, 2007 Term-end balance from capital capital equivalent
ClaimS ON COMPOTALES. ... vviiieieiiiiii ettt ¥301.6 ¥76.9 ¥—
Mortgage 10ans..........occveeiiiieiiiieiiiieees . 379.3 — —
Retail loans (excluding mortgage 10ans) ..........cccocvvieniiiiicnnenns 17.8 — —
Other ClAIMS ...uviiiiic e 124.0 1.3 —
TOAL ..t ¥822.8 ¥78.2 ¥—

Notes: 1. “Other claims” includes securitization products.
2. There were no credit risk-weighted assets calculated using Supplementary Provision 15 of the Notification.

(b) Risk Weights
Billions of yen

March 31, 2007 Term-end balance Required capital
2000 OF I8SS .ttt ettt ettt ettt bt et et e e et e et e e e et b e e e nnr e e e nteee s ¥668.5 ¥ 4.7
[0 o g 1= PSSR 26.2 1.6
85090 OF IESS ...ttt — —
Capital dEAUCTION. ......coiiiiiieiic e 128.1 78.2
LI 1 LTV P PP PR PP ¥822.8 ¥84.4

(5) Analysis of Actual Losses
A. Comparison of Actual Losses This and Previous Fiscal Years
SMEG recorded total credit cost (general provisions, nonperforming loan write-offs and gains on collection of written-off claims) of
¥145.0 billion on a consolidated basis in fiscal 2006, a year-over-year decrease of ¥157.0 billion.

SMBC recorded ¥89.5 billion in total credit cost on a nonconsolidated basis in fiscal 2000, a year-over-year decrease of ¥141.4 bil-
lion, attributable mainly to improvement in asset quality. In terms of exposure category, credit cost for corporate exposures increased
¥9.6 billion yen to ¥58.7 billion, and credit cost for other retail exposures increased ¥10.3 billion yen to ¥43.9 billion, mainly due to
higher default rates.

Total Credit Cost (Notes 1, 2 and 3)
Billions of yen

Fiscal 2006 Fiscal 2005 Increase (decrease)
SMFG (consolidated) total..........cc.eeeieiieiiiiiiiieesi e ¥145.0 ¥302.0 ¥(157.0)
SMBC (consolidated) total...........ccovuiiiiiiiiiiiii e 122.9 275.0 (152.1)
SMBC (nonconsolidated) total.............cooeeiiieiiriiieiie e 89.5 230.9 (141.4)
COrPOrate EXPOSUIES ......evieeieiiiiitieete e ettt e e e e e e e e e et reeeeeaaenee 58.7 49.1 9.6
Sovereign and bank EXPOSUIES ..........eveeiieeeiiieesiieeeaieeeesieeesneeeesneeas 0.7) (0.4) (0.3)
0.5 0.1) 0.6
(0.1) 0.7 (0.8)
43.9 33.6 10.3

Notes: 1. The above amounts do not include credit costs for equity exposures and exposures on capital market-driven transactions, and gains/losses on exposures subject to
Article 145 of the Notification.
2. Exposure category amounts do not include general provisions for Normal Borrowers.
3. Bracketed fiscal year amount indicates gains generated by reversal of provisions, etc.
4. Credit costs for residential mortgages and QRRE guaranteed by consolidated subsidiaries are not included in the total credit cost of SMBC (nonconsolidated).

B. Comparison of Estimated and Actual Losses

Loss estimates will be evaluated in comparison with actual loss experience starting in fiscal 2007 as SMFG will begin estimating losses
in accordance with the Notification in fiscal 2007.
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B Standardized Approach

1. Scope
The following consolidated subsidiaries have adopted the standardized approach for exposures as of March 31, 2007 (i.e. consolidated sub-
sidiaries not listed in “IRB Approach: 1. Scope” on page 125).

(1) Consolidated subsidiaries planning to adopt phased rollout of foundation IRB approach
SMBC Leasing Company, Limited, THE MINATO BANK, LTD., and Kansai Urban Banking Corporation
The three subsidiaries will adopt the foundation IRB approach from March 31, 2010.

(2) Other consolidated subsidiaries
These are consolidated subsidiaries judged not to be significant in terms of credit risk management based on the type of business, scale

and other factors. These subsidiaries will adopt the standardized approach on a permanent basis.

2. Credit Risk-Weighted Asset Calculation Methodology
A 100% risk weight is applied to claims on corporates in accordance with Article 145 of the Notification, and risk weights corresponding to
country risk scores published by the Organization for Economic Co-operation and Development are applied to claims on sovereigns and

financial institutions.

3. Exposure Balance by Risk Weight Segment
Billions of yen

Assigned
March 31, 2007 country risk score
/0t e e oo oo e e e e a4 e e et e e e e e e e e e e e e e e e e aeaaeaeaaeaaaaeaaaaaaaaaaaaaaaeaaaaaaaaaaaes ¥1,078.7 ¥ 83.7
0 USRS 562.3 —
20001 e oo e oo e e e oo a4 e e o4 e e e e e e e e e e e e e e e e e e e e e e e e eaeaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaas 574.4 261.9
1G5 PSP PPPRRRIOY 1,247.5 —
L5101 OSSO PO PP PPPPPPPPPPPPPIN 97.7 1.9
D0 e e e e e e e e e e e e e e e e e e e e et e e e e e e e e e e e e e e e e e e aaaeaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaes 643.5 —
00 PSRRI 5,128.1 0.4
L0001 16.6 —
L1 ] = LSRR ¥9,348.9 ¥348.0

Notes: 1. The above amounts are exposures amounts after credit risk mitigation (before deduction of direct write-offs).
2. Equity exposures are not included.
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B Credit Risk Mitigation Techniques

1. Credit Risk Management Policy and Procedures
Credit risk mitigation (CRM) techniques are taken into account in calculating credit risk-weighted asset amounts. Specifically, amounts are
adjusted for eligible financial or real estate collateral, guarantees or credit derivatives, or by netting loans against obligors’ deposits.

(1) Scope and Management
A. Collateral (Eligible Financial or Real Estate Collateral)

SMBC designates deposits and securities as eligible financial collateral, and land and buildings as eligible real estate collateral.

Real estate collateral is evaluated taking into account its fair value, appraisal value, and current condition, and our lien position.
Real estate collateral must maintain sufficient collateral value in the event security rights must be exercised due to delinquency.
However, during the period from acquiring the rights to exercising the rights, the property may deteriorate or suffer damages from
natural disasters, or there may be changes in lien position due to, for example, attachment or establishment of lien by a third-party.
Therefore, regular monitoring of collateral is implemented according to the type of property and the type of security interest.

B. Guarantees and Credit Derivatives
Guarantors are sovereigns, municipal corporations, credit guarantee corporations and other public sector entities, financial institutions
and C&I companies. Counterparties to credit derivative transactions are mostly domestic and overseas banks and securities companies.
Credit risk-weight asset amounts are calculated taking into account credit risk mitigation of guarantees and credit derivatives
acquired from entities with sufficient ability to provide protection such as sovereigns, municipal corporations and other public sector
entities of comparable credit quality, and financial institutions and C&I companies with sufficient credit ratings.

C. Netting of Loans against Deposits

SMBC verifies the legal effectiveness of netting arrangement for loans and deposits for each transaction. Specifically, lending transac-

tions subject to netting of loans against deposits are stipulated in the “Agreement on Bank Transactions”, and fixed-term deposits

which have fixed maturity and cannot be transferred to third-party entities are subject to netting. Regarding deposits with us submit-

ted as collateral, their effect as credit risk mitigant is taken into account under the above A. eligible financial collateral framework.
Further, daily maturity and balance (including post-netting situation) monitoring of subject loans and deposits is implemented in

accordance with the Notification. When there is a maturity/currency mismatch, netting is executed after making adjustments as stip-

ulated in the Notification, and credit risk-weighted asset amount is calculated after netting.

(2) Concentration of Credit Risk and Market Risk
At SMBC, there is a framework in place for controlling concentration of risk in obligors with large exposures which includes credit limit
guidelines, risk concentration monitoring, and reporting to Credit Risk Committee (please refer to page 41). Further, exposures to these
obligors are monitored on a group basis, taking into account risk concentration in their parent companies in cases of guaranteed
exposures.
When marketable financial products (for example, credit derivatives) are used as credit risk mitigants, market risk generated by
these products is controlled by setting upper limits.

2. Exposure Balance after CRM
Billions of yen

Eligible financial Eligible real

March 31, 2007 collateral estate collateral
Foundation IRB @pPPrOACK ......cc.uiiiiiiee ettt e e e e et e e st e e e enteeeesnaaeeebaeeennnen ¥2.325.5 ¥2,661.4
COMPOIAE EXPOSUIES ...eeieieiiitieitee et ettt et e e e st e et e e et ettt e e e e e e e b e et e e e e s e e et e e e e e annnrenaeeesnnnrnnees 1,675.0 2,660.2
SOVETEIGN EXPOSUIES ..eeiuiieaiitiutteatte ettt ettt ettt et ettt e e h ettt e bt e e bt e bt e sh bt e b et et e e ebe e e e e nbeeseeeeas 0.1 1.2
BANK EXPOSUIES ...ttt ettt ettt et b e a et e bttt et e e bt e b e eab e e bt e enbe et 650.4 0.1
Standardized @PPrOACK ..........ie ettt e e e 133.4 —
LI = TSP P PP PP ¥2,458.9 ¥2,661.4

Billions of yen

March 31, 2007 Guarantee Credit derivative
Foundation IRB @pPrOACK ...ttt ¥3,659.7 ¥226.0
COIPOFAE EXPOSUIES ....eiieitieeiiiee et e et e e st e e aas et e e sk e e e et e e e st e e e sbe et e e be e e e enbe e e e nnne e e e nneeeanneeeaannes 3,044.9 226.0
Sovereign exposures ... 58.3 —
BANK EXPOSUIES ...tttk b etttk et b ettt 294.8 —
Residential MOrtgage EXPOSUIES ......c.c.uiiiiiiieiiie ettt ettt e e et e e et e e e e neee s 261.3 —
QRRE ... — —
Other retail exposures 0.4 —
Standardized APPrOACK ..........ii i e e e e e b e e aas 90.2 —
¥3,749.9 ¥226.0
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B Derivative Transactions
1. Risk Management Policy and Procedures
(1) Policy on Collateral Security and Impact of Deterioration of Our Credit Quality
Collateralized derivative is a CRM technique in which collateral is delivered or received regularly in accordance with replacement cost.
The Group conducts collateralized derivative transactions as necessary, thereby reducing credit risk. In the event our credit quality dete-
riorates, however, the counterparty may demand additional collateral, but its impact is deemed to be insignificant.

(2) Netting
Netting is another CRM technique, and “close-out netting” is the main type of netting. In close-out netting, when a default event, such
as bankruptcy, occurs to the counterparty, all claims against, and obligations to, the counterparty, regardless of maturity and currency,
are netted out to create a single claim or obligation.
Close-out netting is applied to foreign exchange and swap transactions covered under a master agreement with a net-out clause or

other means of securing legal effectiveness, and the effect of CRM is taken into account only for such claims and obligations.

2. Credit Equivalent Amounts
(1) Derivative Transactions
A. Calculation Method

Current exposure method

B. Credit Equivalent Amounts
March 31, 2007 Billions of yen

Gross replacement cost . ¥2901.8
Gross add-on amount 3,931.1
Gross credit equivalent amount 6,832.9

Foreign exchange related transactions 2,932.7

Interest rate related traNSACHIONS. .........vuviiii it e e e e et e e e e e et e e e e e e e s enaraeeeeeas 3,616.1
Gold related transactions

Equities related transactions 2.3
Precious metals (excluding gold) related transactions —
Other commodity related transactions 265.1

Credit AEfAUIT SWAPS. ... ettt b ettt ettt b ettt 16.7

Reduction in credit equivalent amount due to netting 3,253.1
Net credit equivalent amount 3,579.8
Collateral amount 216.6
Qualifying financial collateral 122.7
Qualifying real estate collateral 93.9

Net credit equivalent amount (after taking into account credit risk mitigation effect of collateral) .................... ¥3,579.8

Note: Net credit equivalent amount was the same before and after taking into account the CRM effect of collateral as the foundation IRB approach and simple approach of
the standardized approach have been adopted.

(2) Notional Principal Amounts of Credit Derivatives
Billions of yen

Notional principal

March 31, 2007 amount Of which for CRM
Protection PUICRASEA. ........ueieiiiiie ettt e e e e ettt e e et e e e entaeeesnsaeeansnaeeanes ¥1,260.4 ¥226.0
ProteCtion PrOVIAEA. ... ...ooiieiiiiiie ittt et e e et e et e e e enbe e e s neeeeanes 1,067.4 —
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B Market Risk
1. Scope
The following approaches are used to calculate market risk equivalent amounts.

(1) Internal Models Approach
General market risk of SMBC, Sumitomo Mitsui Banking Corporation Europe Limited, SMBC Capital Markets, Inc., SMBC Capital
Markets Limited, and SMBC Derivative Products Limited

(2) Standardized Measurement Method
e Specific risk
® General market risk of consolidated subsidiaries other than SMBC, Sumitomo Mitsui Banking Corporation Europe Limited, SMBC
Capital Markets, Inc., SMBC Capital Markets Limited, and SMBC Derivative Products Limited

2. Valuation Method Corresponding to Transaction Characteristics
All assets and liabilities held in the trading book — therefore, subject to calculation of market risk equivalent amount — are transactions with
high market liquidity. Securities and monetary claims are carried at the fiscal year-end market price, and derivatives such as swaps, futures

and options are stated at amounts that would be settled if the transactions were terminated at the consolidated balance sheet date.

B Operational Risk
1. Methodology for Calculating Operational Risk Equivalent Amounts
The Basic Indicator Approach has been adopted to calculate operational risk equivalent amounts as of March 31, 2007.

B Equity Exposures in Banking Book

1. Risk Management Policy and Procedures
Securities in the banking book are properly managed, for example, by setting upper limits on the allowable amount of risk under the market
or credit risk management framework selected according to their holding purpose and risk characteristics. For securities held as “other secu-
rities,” the upper limits are also set in terms of price fluctuation risk.

Regarding stocks of subsidiaries, assets and liabilities of subsidiaries are managed on a consolidated basis, and risks related to stocks of
affiliates are recognized separately. Their risk as equity is not measured as upper limits on the allowable amount of risk are set for stocks of
subsidiaries and affiliates, and the limits are established within the “risk capital limit” of SMFG, taking into account the financial and busi-
ness situations of the subsidiaries and affiliates.

2. Valuation of Securities in Banking Book and Other Significant Accounting Policies
Stocks of subsidiaries and affiliates are carried at amortized cost using the moving-average method. Other securities with market prices are
carried at their average market prices during the final month of the fiscal year. Securities other than these securities are carried at their fiscal
year-end market prices (cost of securities sold is calculated using primarily the moving-average method) and those with no available market
prices are carried at cost using the moving-average method.
Net unrealized gains (losses) on other securities, net of income taxes, are reported as a component of “net assets.” Derivative transactions

are carried at fair value.

3. Consolidated Balance Sheet Amounts and Fair Values
Billions of yen

March 31, 2007 Balance sheet amount Fair value
LiSted @qUILY EXPOSUIES ......ooiiiiiiiiiie ittt ettt ettt ¥3,980.3 ¥3,980.3
Stocks of subsidiaries and affiliates and equity exposures other than above ...........ccccccccveeiveenne 519.0 —

¥4,499.3 ¥ —
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4. Gains (Losses) on Sale and Devaluation of Stocks of Subsidiaries and Affiliates and Equity Exposures
Fiscal 2006 Billions of yen

Gains (losses) ¥44.7
Gains on sale . 62.8
Losses on sale .... 1.5

(DL [V Vi T o OO PSPPSR PR RPOPPPI 16.6

Note: The above amounts are “gains (losses) on stocks and other securities” in the consolidated statements of income.

5. Unrealized Gains (Losses) Recognized on Consolidated Balance Sheet but Not on Consolidated Statements of Income

March 31, 2007 Billions of yen
Unrealized gains (losses) recognized on
consolidated balance sheet but not on consolidated statements of INCOME...........ccciiiiiiiiiiiiiie e ¥1,982.6

Note: The above amount is for stocks of Japanese companies and foreign stocks with market prices.

6. Unrealized Gains (Losses) Not Recognized on Consolidated Balance Sheet or Consolidated Statements of Income

March 31, 2007 Billions of yen
Unrealized gains (losses) not recognized on
consolidated balance sheet or consolidated statements Of INCOME.......c.ueviiiieiiiiie e ¥65.7

Note: The above amount is for stocks of affiliates with market prices.

B Interest Rate Risk in Banking Book
Interest rate risk in the banking book fluctuates significantly depending on the method of recognizing maturity of demand deposits (such as cur-
rent accounts and ordinary deposits which funds can be withdrawn on demand) and the method of predicting early withdrawal from fixed-term

deposits and prepayment of consumer loans. Key assumptions made by SMBC in measuring interest rate risk in the banking book are as follows.

1. Method of Recognizing Maturity of Demand Deposits
The total amount of demand deposits expected to remain with the bank for the long term (with 50% of the lowest balance during the past

three years as the upper limit) is recognized as a core deposit amount and interest rate risk is measured for each maturity with 3 years as the

maximum term (the average is 1.5 years).

2. Method of Estimating Early Withdrawal from Fixed-term Deposits and Prepayment of Consumer Loans
Rate of early withdrawal from fixed-term deposits and rate of prepayment of consumer loans are estimated and the rates are used to calculate

cash flows used for measuring interest rate risk.

Outlier Framework (Sumitomo Mitsui Banking Corporation and Subsidiaries)
Banks experiencing declines in economic value of the banking book by more than 20% of the sum of Tier I and Tier II capital as a result of a
standardized interest rate shock are deemed “outlier banks” from fiscal 20006.

SMBC measures the amount of decline in economic value monthly. At the end of March 2007, the amount of decline in economic value was

2.1% of sum of Tier I and Tier II capital, far below the criterion of “outlier bank.”
Billions of yen
Decline in economic value
IMPACTE OF YEN INTEIEST FALE .....e.tte ittt bbbttt ekt e ab e e bt e eh bt e eh bt e bt e e he e e bt e nae e et e en e e bee s ¥119.7

IMPACE Of US OIA INTEIEST FALE ...ttt ettt ettt ettt e e e hb e e e bt e e e sb e e e e s be e e e nbe e e ansb e e e anne e e anbeaeannneas 33.6
Impact of Euro interest rate 3.4
Total .... ¥165.8
LI L= U =T I =T | PP PR PPROPPRN 2.1%

Note: “Decline in economic value” is the decline of present value after a standardized interest rate shock (1st and 99th percentile of observed interest rate changes using a 1 year holding
period and 5 years of observations).
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B Exposure Balance by Type of Assets, Geographic Region, Industry and Residual Term

1. Exposure Balance by Type of Asset, Geographic Region and Industry

Billions of yen

March 31, 2007 Loans, etc. Bonds Derivatives Other Total
Domestic operations (excluding offshore banking accounts)
Manufacturing........cccoeiviiniinieee e ¥ 8,135.7 ¥ 1327 ¥ 400.5 ¥2,846.4 ¥ 11,5152
Agriculture, forestry, fishery and mining..........c.......... 1791 1.1 9.0 66.7 255.9
Construction 1,7721 57.9 14.6 185.3 2,029.8
Transport, information, communications and utilities.... 3,793.9 137.7 97.7 880.6 4,909.9
Wholesale and retail..........cceeeeeeiieiiiiieee e 6,982.3 64.3 433.6 685.1 8,165.2
Financial and insSurance............cccoeeevvveeeeeeeecciieeeeeeeene 7,593.2 1,275.2 1,217.3 322.3 10,408.0
Real eState .......cceeiiiiiiiiie e 8,766.4 89.1 40.0 262.0 9,157.5
SEBIVICES ...ttt 7,010.9 65.6 87.5 515.1 7,679.1
Local municipal corporations..........cccccvvveeeeeesiicinennnn. 1,133.8 750.2 1.1 2.6 1,887.7
Other INdUSHES ...c..uveeeeieeeeee e 18,412.1 7,912.8 160.7 3,771.8 30,257.3
SUDbLOtal . ¥63,779.4 ¥10,486.5 ¥2,461.9 ¥9,537.9 ¥ 86,265.7
Overseas operations and offshore banking accounts
SOVEIBIGNS. ...ttt ¥ 3158 ¥ 82.5 ¥ 8.4 ¥ — ¥ 406.6
Financial institutions ...........ccociiie e 2,473.8 243.9 805.3 0.0 3,523.0
C&I COMPANIES ... 8,964.0 258.8 263.0 — 9,485.7
[ =T 2,075.2 350.4 41.3 293.8 2,760.7
SUDBOtAl ..o ¥13,828.8 ¥ 9355 ¥1,117.9 ¥ 293.8 ¥ 16,176.0
TOtAL ettt ¥77,608.2 ¥11,422.0 ¥3,579.8 ¥9,831.6 ¥102,441.7

Notes: 1. The above amounts are exposure amounts after credit risk mitigation.

2. The above amounts do not include equity exposures and credit risk-weighted assets under Article 145 of the Notification.

3. “Domestic operations” comprises the operations of SMFG, its domestic consolidated banking subsidiaries (excluding overseas branches) and other domestic consolidated
subsidiaries. “Overseas operations” comprises the operations of the overseas branches of domestic consolidated banking subsidiaries and overseas consolidated subsidiaries.

4. “Loans, etc.” includes loans, commitments and off-balance sheet assets except other derivatives, and “Other” includes equity exposures and standardized approach applied

funds.

2. Exposure Balance by Residual Term

Billions of yen

March 31, 2007 Loans, etc. Bonds Derivatives Other Total
TO T YA i ¥22,237.0 ¥ 3,747.2 ¥ 389.4 ¥ 176.6 ¥ 26,550.3
More than 1 year to 3 years.... 11,762.0 1,628.6 1,232.6 503.0 15,126.2
More than 3 years to 5 years..... . 11,734.2 1,451.8 1,058.7 621.5 14,866.1
More than 5 years to 7 years..... 4,508.1 1,382.4 431.9 162.9 6,485.3
More than 7 years .........cccccec... 20,365.9 3,212.1 467.2 110.4 24,155.7
No fixed maturity.. 7,000.9 — — 8,257.2 15,258.2
¥77,608.2 ¥11,422.0 ¥3,579.8 ¥9,831.6 ¥102,441.7

Notes: 1. The above amounts are exposure amounts after credit risk mitigation.

2. The above amounts do not include equity exposures and credit risk-weighted assets under Article 145 of the Notification.
3. “Loans, etc.” includes loans, commitments and off-balance sheet assets except other derivatives, and “Other” includes equity exposures and standardized approach applied

funds.
4. “No fixed maturity” includes exposures not classified by residual term.
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3. Term-end Balance of Exposures Past Due 3 Months or More or Defaulted and Their Breakdown
(1) By Geographic Region

March 31, 2007 Billions of yen

Domestic operations (excluding offshore banking aCCOUNLS) .........coiiuiiiiiiiiiiiiie e ¥1,948.3

Overseas operations and offshore banking @CCOUNES ...........coouiiiiiiiiiiieii e 135.0
81.9
42.3
10.8

B IC] = U TP P P OT PR OPURPRPTPRPR ¥2,083.3

Notes: 1. “Domestic operations” comprises the operations of SMFG, its domestic consolidated banking subsidiaries (excluding overseas branches) and other domestic consoli-
dated subsidiaries. “Overseas operations” comprises the operations of the overseas branches of domestic consolidated banking subsidiaries and overseas consolidated
subsidiaries, and the term-end balances are calculated based on the obligor’s domicile country.

2. The above amounts are credits subject to self-assessment, including mainly off-balance sheet credits to obligors categorized as “Substandard Borrowers” or lower
under self-assessment.
3. The above amounts include partial direct write-offs (direct reductions).

(2) By Industry

March 31, 2007 Billions of yen

Domestic operations (excluding offshore banking accounts)
=Yg 10 £ Tod (01T PSP PR PRSPPI ¥ 123.6
Agriculture, forestry, fishery and MiINiNg ............oooiioiie e e e et e e abee e aes 6.3
(010151 ({0 od (o] o T T TP U PP R PP OP TR PP 196.4
Transport, information, communications and utilities . . 155.8
WhOIESAIE AN FELAL. ...ttt ettt et 170.5
FINANCIAl AN INSUTANCE ......viiiiiiiiie ettt b e et e bt et e e e enteenee s 16.6
R =TS 2= L= TP T PP PP PR UPPPUTPIN 556.5
1= 4 (ot T T T OO TP P PR OP PR PP 452.2
Other industries 270.4
SUBDTOTAL ...ttt bttt b et ¥1,948.3

Overseas operations and offshore banking accounts
Financial institutions ¥ 1.1
C&I COMPANIES ...ttt bkt a ettt h bt e bt s bt et et et e e bt e s he e st et e e e nbe e e 133.9
(0131 TSR POP TR OPR —
1] o] (o] 7= | T TSP U TR TP UPRPRUTPN ¥ 135.0

10 = LT PSP PR P URPRPRPR ¥2,083.3

Notes: 1. “Domestic operations” comprises the operations of SMFG, its domestic consolidated banking subsidiaries (excluding overseas branches) and other domestic consoli-
dated subsidiaries. “Overseas operations” comprises the operations of the overseas branches of domestic consolidated banking subsidiaries and overseas consolidated
subsidiaries.

2. The above amounts are credits subject to self-assessment, including mainly off-balance sheet credits to obligors categorized as “Substandard Borrowers” or lower
under self-assessment.
3. The above amounts include partial direct write-offs (direct reductions).

4. Term-end Balances of General Reserve for Possible Loan Losses, Specific Reserve for Possible Loan Losses and Loan Loss Reserve
for Specific Overseas Countries

(1) By Geographic Region
Billions of yen

March 31 2007 2006 Increase (decrease)
General reserve for possible 10an 10SSES .........cccciviveeiiire i ¥ 683.6 ¥ 7426 ¥ (59.0)
Loan loss reserve for specific overseas Countries ...........cceevveveeriineennes 1.9 2.4 (0.5)
Specific reserve for possible 10an [0SSES ..........ccccviiiiiiiciiiiie 693.7 1,089.6 (395.9)
Domestic operations (excluding offshore banking accounts) .............. 661.0 1,048.4 (387.4)
Overseas operations and offshore banking accounts .............cccccceeus 32.7 41.2 (8.5)
AASIB o 14.1 21.9 (7.8)
North America.. . 12.9 16.2 (3.3)
Other FEGIONS ......viiiiiiiiie it 5.7 3.1 2.6
TOTAI 1 ¥1,379.2 ¥1,834.6 ¥(455.4)

Notes: 1. “Domestic operations” comprises the operations of SMFG, its domestic consolidated banking subsidiaries (excluding overseas branches) and other domestic consoli-
dated subsidiaries. “Overseas operations” comprises the operations of the overseas branches of domestic consolidated banking subsidiaries and overseas consolidated
subsidiaries, and the term-end balances are calculated based on the obligor’s domicile country.

2. “Specific reserve for possible loan losses” includes partial direct write-offs (direct reductions).
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(2) By Industry i .
illions of yen

March 31 2007 2006 Increase (decrease)
General reserve for possible [0an 10SSES ..........ccoiiiiiiiiiiiiieceeieeee ¥ 683.6 ¥ 7426 ¥ (59.0)
Loan loss reserve for specific overseas countries ...........ccccceeeeereereeennn. 1.9 2.4 (0.5)
Specific reserve for possible 10an [0SSEeS ...........ccocieiiiiiiiiieie e 693.7 1,089.6 (395.9)
Domestic operations (excluding offshore banking accounts)............... 661.0 1,048.4 (387.4)
MaANUFACTUNING .. 43.6 435 0.1
Agriculture, forestry, fishery and mining...........cccococeiiiiiiiienninen. 0.4 0.5 (0.1)
CONSLIUCHON ... . 37.5 141.9 (104.4)
Transport, information, communications and utilities..................... 48.7 62.8 (14.1)
Wholesale and retail ..........ccooceiiiiiiiiiie 82.7 70.8 11.9
Financial and iNSUFANCE .........ccueiiiiiiiiiie e 8.7 57.1 (48.4)
REAI STALE ...t 157.7 301.7 (144.0)
SEIVICES vttt ettt ettt ettt 154.6 273.9 (119.3)
Other INAUSEMES........oeiiiiiii i 1271 96.2 30.9
Overseas operations and offshore banking accounts..............cccccceeee 32.7 41.2 (8.5)
Financial INSHIULIONS..........ooiviiiiccee e 0.9 0.7 0.2
31.8 40.5 (8.7)
Total ¥1,379.2 ¥1,834.6 ¥(455.4)

Notes: 1. “Domestic operations” comprises the operations of SMFG, its domestic consolidated banking subsidiaries (excluding overseas branches) and other domestic consoli-
dated subsidiaries. “Overseas operations” comprises the operations of the overseas branches of domestic consolidated banking subsidiaries and overseas consolidated
subsidiaries.

2. “Specific reserve for possible loan losses” includes partial direct write-offs (direct reductions).

5. Loan Write-Offs by Industry

Fiscal 2006 Billions of yen

Domestic operations (excluding offshore banking accounts)
=g 101 = ot (U [ o PSP PP UP TR PUPPRPPI ¥10.6
Agriculture, forestry, fishery and mining 0.0
CONSIIUCHON ... 5.6
Transport, information, communications and ULITITIES .........c.ueiiiiiiiiii e 14.9
WhOIES@IE ANA FELAIL ... eeeeeiieee ettt e et e e st e e ekt e e et e e e sstee e e seeeeenteeeaanteeeeanteeeanneeeeassenennaeeenns 21.3
FINANCIAI QNG INSUFBNCE .....eeeiee ettt ekttt et e e sttt e e b et e e s bt e e 2k bt e e aa b b e e e anb b e e e bt e e e enbbeeennnneas 11
Real estate ... (10.2)
12T 4 (o1 PSPPSR 16.2
(@4 T g Lo (U] T T PRSP UU PO UPPUOPRTON 25.4
Y0 o] (o) - | SRS POPRR SRR ¥84.9

Overseas operations and offshore banking accounts
FINANCIAL INSTIEULIONS ...ttt ettt e a e e e bt e e e s bt e e e s bt e e s a b bt e e easbe e e enbe e e e bt e e e enbbeeennnneas ¥ 0.0
(O I oo T34 0 F= 131 1= SRRSO (3.5)
(01T £ PP P PP PPRUPPRTONY —
Subtotal .. ¥ (3.5)

¥81.4

Note: “Domestic operations” comprises the operations of SMFG, its domestic consolidated banking subsidiaries (excluding overseas branches) and other domestic consolidated sub-
sidiaries. “Overseas operations” comprises the operations of the overseas branches of domestic consolidated banking subsidiaries and overseas consolidated subsidiaries.
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