
Rating Report  │  5 January 2023 fitchratings.com 1 

Banks 
Bank Holding Companies 

Japan 

Sumitomo Mitsui Financial 
Group, Inc. 

Key Rating Drivers 
IDRs at Same Level as VRs: The Long-Term Issuer Default Ratings (IDRs) of Sumitomo Mitsui 
Financial Group, Inc. (SMFG) and Sumitomo Mitsui Banking Corporation (SMBC) – together 
referred to as SMBC group - were downgraded to 'A-', from 'A', and are at the same level as their 
Viability Ratings (VRs) and Government Support Ratings (GSRs). The GSR reflects Fitch Ratings' 
view of a very high likelihood of support from the Japanese sovereign (A/Stable), should it be 
required. The VRs were downgraded to ‘a-’ from ‘a’ mainly due to weakened capitalisation.  

Lower Capitalisation, VR Downgrade: The group's weaker capitalisation is reflected in the drop 
in its common equity Tier 1 ratio to 13.7% by end-September 2022, from 14.5% at end-March 
2022 and 15.9% at end-September 2021. The drop followed an 8% rise in risk-weighted assets 
(RWAs), partly from rapid Japanese yen depreciation and a lower contribution from valuation 
gains on available-for-sale securities.  

Stable Operating Environment Outlook: We expect Japan's economic recovery to remain 
steady into 2023, although to be slower than our earlier expectation in light of inflationary 
pressure and the weak outlook for global growth. This underpins the stable outlook on our 'a-' 
operating environment factor score. Pressure on growth from structural challenges and global 
uncertainties is factored into this assessment.  

Slow Profitability Recovery: We expect profitability to remain a VR weakness, as SMFG has yet 
to demonstrate an ability to improve its structural profitability. SMBC group's annualised 
operating profit/RWA ratio rose to 1.6% in the six months to the financial year ending March 
2023 (FYE23), from 1.2% in FYE22, on sound corporate business growth, lower credit costs and 
cost control. However, we do not expect this to be sustainable due to the uncertain global 
economy, reflected in the negative factor outlook on the 'bbb+' earnings score.  

Sound Business Profile: SMBC group is one of Japan's three largest banking groups, with 15% 
domestic loan and deposit market share. It has a strong franchise and a nationwide network. 
This supports a sound funding and liquidity profile. The group's SME and consumer-finance 
business, which represents a larger share of its loan portfolio relative to peers, supports its 
profitability with high interest margin.  

Non-Financial Risk Shortcomings: We believe the group has robust financial risk management 
and controls, offsetting a higher risk appetite than Japanese mega-bank peers and underpinning 
the stable factor outlook on the 'a-' risk profile score. Non-financial risk, including regulatory, 
legal and reputational risk, has risen due to cases of market manipulation and inappropriate 
sharing of non-public information at the securities subsidiary. The impact on its consolidated 
gross profit was limited to about 2% and we do not expect a long-lasting impact on operations.  

Asset Quality to Stabilise: We expect SMFG's asset quality to stabilise, with a non-performing 
loan/total loan ratio at around 1.2% to FYE25. This is higher than pre-Covid-19 pandemic levels 
of below 1.0%. We expect SMBC group to manage the increasing challenge from a weakening 
global economy, maintaining a sufficient rating buffer and supporting a stable outlook on the 
asset quality factor score of 'a'.  

Sound Funding Position: SMFG's sound funding profile from a strong yen deposit base is a 
credit strength. The group's foreign-currency funding base is stable, helped by deposits and mid- 
to long-term bond issues and cross-currency swaps.  
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Rating Sensitivities 

Factors that Could, Individually or Collectively, Lead to Negative Rating Action/Downgrade 

IDRs and GSRs 

Any weakening in our assumptions about the sovereign's propensity or ability to provide timely support to SMBC 
group could lead to negative rating action on the GSRs. A downgrade of the sovereign rating to 'A-', on its own, is 
unlikely to lead to a downgrade of GSRs, although a downgrade of Japan's sovereign rating, which is on Stable Outlook, 
is unlikely in the near-term. 

The Long-Term IDRs will not be downgraded unless there is concurrent negative rating action on the GSRs and the 
VRs.  

VRs 

SMBC group's VRs are most sensitive to challenges in the operating environment, such as negative GDP growth with 
a substantial delay in recovery to pre-pandemic GDP levels. This could lead us to revise the operating environment 
factor score to 'bbb+' and would be likely to result in a downgrade of the group VR. However, this is not our base case, 
as reflected in our stable operating environment factor outlook. 

In the absence of a downward revision to the operating environment score, the implied group VR is likely to remain 
resilient. Developments that could lead to negative rating action include a combination of financial and non-financial 
key rating drivers.  

• A sharp deterioration in profitability or limited prospects for sustainable improvement in profitability, with 
operating profit/RWAs consistently below 0.9%

• Substantially weaker asset quality, such as the non-performing loan ratio staying above 1.5% for a prolonged
period or an unexpected and large impairment in the securities portfolio

• A deterioration in capitalisation, as reflected in the common-equity Tier 1 ratio (based on current Basel III 
standards and Fitch's current rating framework) at consistently below 12% 

• A downward revision on SMBC group's business profile, such as a shift to a less-stable business model and an
increase in risk appetite, together with downgrades of financial key rating factors, could also lead to a 
downgrade of the VRs. 

Factors that Could, Individually or Collectively, Lead to Positive Rating Action/Upgrade 

IDRs and GSRs 

An upgrade of the sovereign rating could lead to positive rating action on the Long-Term IDRs and GSRs.  

An upgrade of the group VR would lead to positive rating action on the Long-Term IDRs.  

VRs 

A sustainable improvement in SMBC group's profitability, with the operating profit/RWA ratio remaining consistently 
above 1.4%; enhanced capital levels commensurate with the group's risk appetite, with the common equity Tier 1 ratio 
sustained above 15% under the current framework, and successful execution of management's strategic plan, 
supported by the operating environment, could lead to positive rating action on the VRs and thus the IDRs.  

Other Debt and Issuer Ratings 

Rating Level Rating Outlook 

Senior Unsecured: Long Term A- n.a. 

Subordinated: Long Term BBB n.a. 

Source: Fitch Ratings 

SHORT-TERM IDR 

The Short-Term IDRs are at the higher of the two options available at a Long-Term IDR of 'A-', reflecting Fitch's 
expectation of government support, which is more certain in the short term. 
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Senior Debt 

The senior unsecured debt ratings on SMBC's euro medium-term note programmes are aligned with its Long- and 
Short-Term IDRs, in line with Fitch's criteria. 

SMFG's senior unsecured debt ratings are aligned with its IDRs, in line with Fitch's standard approach for bank holding 
company senior unsecured debt ratings for markets with developed resolution regimes, where there is not full 
depositor preference, and where the bank holding company senior unsecured debt plus group junior debt buffers are 
more than 10% of group RWAs. As of end-September 2022, SMFG's buffer was 10.7%. We also expect pre-emptive 
government support through the bank holding company, based on the authority's preference for single point of entry. 

Subordinated Debt 

SMFG's Basel III Tier 2 instruments are rated two notches below its anchor rating - the Long-Term IDR - to reflect our 
expectations of poor recovery. None of the reasons for alternative notching from the anchor rating, as described in 
the criteria, are present. The anchor rating for the instruments is the Long-Term IDR. This is because we believe 
support can be factored into the instrument ratings, as the government can pre-emptively provide financial assistance 
to systemically important financial institutions.  

SHORT-TERM IDR 

Factors that Could, Individually or Collectively, Lead to Negative Rating Action/Downgrade 

The Short-Term IDR will remain at 'F1' unless the Long-Term IDR is downgraded to 'BBB' or our funding and liquidity 
factor score is lowered to 'bbb+' or below. 

Factors that Could, Individually or Collectively, Lead to Positive Rating Action/Upgrade: 

The Short-Term IDRs could be upgraded if the Long-Term IDRs are upgraded to 'A' and our funding and liquidity factor 
score is raised to 'aa-', which appears unlikely in the near term. 

The Short-Term IDRs could be upgraded if the GSR is upgraded to 'a', to be in line with the sovereign Short-Term IDRs 
at 'F1+', as support is more likely in the short-term. 

SENIOR DEBT 

Factors that Could, Individually or Collectively, Lead to Negative Rating Action/Downgrade 

The senior debt ratings would be downgraded if SMBC group's IDRs are downgraded. 

Factors that Could, Individually or Collectively, Lead to Positive Rating Action/Upgrade 

An upgrade of SMBC group's IDRs would result in an upgrade of the senior debt ratings. 

SUBORDINATED DEBT 

Factors that Could, Individually or Collectively, Lead to Negative Rating Action/Downgrade 

The Tier 2 debt ratings would be downgraded if SMFG's Long-Term IDR is downgraded. 

Factors that Could, Individually or Collectively, Lead to Positive Rating Action/Upgrade 

An upgrade of SMFG's Long-Term IDR would result in an upgrade of its Tier 2 debt ratings.  

Significant Changes from Last Review 
We have downgraded the VR to ‘a-’ from ‘a’, reflecting weaker capitalisation with the downward revision of the 
capitalisation and leverage factor score to ‘a-’ from ‘a’. The capitalisation ratios have become more volatile, affected 
by the material rise in US interest rates and the yen depreciation as a result of the widened interest rate differential 
between the US and Japan.    
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Ratings Navigator 

The Key Rating Driver (KRD) weightings used to determine the implied VR are shown as percentages at the top. In cases where the implied VR is adjusted upwards or downwards 
to arrive at the VR, the KRD associated with the adjustment reason is highlighted in red. The shaded areas indicate the benchmark-implied scores for each KRD. 

SMBC group’s VRs are in line with the implied VRs and factor in the group's strong franchise, stable funding base, 
modest profitability and sound, but weakened, capitalisation. 

We assess SMBC group's VR on a consolidated group basis, reflecting the functional interconnectedness between the 
group and the core bank (SMBC) and the regulator's group level focus, which makes government support equally likely 
for SMFG and SMBC. We assign the group VR to SMBC, as we believe the bank has substantially the same failure risk 
as the group. We also assign the group VR to the holding company, reflecting low double leverage and prudent liquidity 
management.  

VR - Adjustments to Key Rating Drivers 
The capitalisation and leverage score of 'a-' has been assigned above the 'bbb' implied score due to the following 
reason: risk profile and business model. 

The category implied operating environment score is at the cusp of 'aa' and 'a' and we have applied economic 
performance (negative) as an adjustment to arrive at the assigned score of 'a-'.  
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Company Summary and Key Qualitative Factors 

Operating Environment 

Fitch believes that the operating conditions for Japan's major banks remain broadly stable, despite the slowing global 
economy and geopolitical and market challenges. We expect Japan’s economic performance to continue to recover 
gradually, with sound corporate performance and low levels of bankruptcies and unemployment, although the latter 
are likely to rise slightly as the government support to pandemic-affected industries is phased out. Near-term 
economic uncertainty remains with rising inflation, yen depreciation and the knock-on effects of the global slowdown. 
We expect Japan’s banking industry to continue to have to meet structural challenges, in addition to meeting the 
accelerated need for technology investment and changing client needs.   

The major banks also include Mitsubishi UFJ Financial Group, Inc. (MUFG; A-/Stable), Mizuho Financial Group, Inc. 
(MHFG; A-/Stable) and Sumitomo Mitsui Trust Holdings, Inc (SMTH; subsidiary Sumitomo Mitsui Trust Bank, 
Limited (SMTB) rated A-/Stable) in addition to SMBC group.  

Business Profile 
SMBC group's VR is underpinned by a sound franchise and diversified businesses. It is one of the three largest banking 
groups in Japan with a domestic loan and deposit market share of 15% at FYE22. In addition to the core commercial 
banking business, SMBC group provides other financial services through subsidiaries and affiliates, including 
securities brokerage, lease operations, credit cards and consumer finance. SMBC group has a leading domestic SME 
and retail business, but its trust banking and asset-management operations are limited compared with those of its 
mega-bank peers. 

SMBC group has expanded its overseas operations by increasing loans and through acquisitions, including a 
commercial bank in Indonesia and in the Philippines, finance companies in Vietnam and India, and a boutique securities 
company in the US. Nonetheless, Fitch expects the group’s main exposure to remain the Japanese market. SMFG has 
a strategic focus on growth, mainly in global corporate and investment banking, and domestic wholesale businesses 
such as the support of corporate restructuring, while reducing unprofitable assets such as domestic mortgage loans 
by controlling the growth of loans with low profitability, to use its capital effectively.     

Risk Profile 
We expect SMBC group's risk appetite to drive the group’s pursuit of growth opportunities such as strategic M&A, 
while we believe its disciplined investment criteria and capital constraints will keep its overall risk profile in check. On 
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the other hand, weaknesses in the non-financial risk-control framework were highlighted by indictments brought 
against the group’s securities firm. The progress on execution of its remedial plans could have an effect on the group’s 
financial ratios, which may in turn drive its ratings.  

More than 50% of the loan growth in 1HFYE23 was attributable to the yen depreciation. 
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Financial Profile 

Asset Quality 

SMBC group’s exposure to mid-sized corporations and SMEs, borrowers that are likely to be more susceptible to 
economic downcycles, could challenge its loan quality should economic recovery stall. In addition, SMBC group’s 
overseas loans are vulnerable to the global economic environment. However, we think there is sufficient headroom 
at the current factor score to maintain the stable factor outlook. SMFG’s loan quality remains sound, although the 
non-performing loan (NPL) ratio is above pre-pandemic levels and ‘special-mention’ loans (SML; on watch but not yet 
non-performing) were 1.6% of total exposure at end-September 2022, down from 2.1% at end-September 2021, but 
still higher than the 1.0% at end-March 2021. We expect the ratios to remain at current levels given the uncertainty 
in the global economy, especially in Europe and the US.  

Earnings and Profitability 
Fitch expects SMBC group’s earnings and profitability to remain stronger than that of its peers, supported by a wider 
net interest margin from its SME and consumer-finance business, which represents a larger share of its loan portfolio 
than that of its peers.  

SMFG's operating profit/RWA ratio, Fitch's core metric for profitability, recovered in 6MFYE23 due to improved core 
profitability and lower credit costs. SMBC group estimates its FYE23 credit costs will be lower than FYE22 but still 
higher than the pre-pandemic level. Fitch believes this is due to the uncertain economic environment in the US and its 
larger share of SMEs in the loan portfolio relative to peers. That said, we expect SMBC group's cost controls – with a 
cost/income ratio consistently below the mega banks’ average and a large proportion of fee income to revenue (36% 
of gross profit in 6MFYE23; 52% in FYE22) – to alleviate pressure on profitability.  

Capital and Leverage 

We expect SMFG’s common equity Tier 1 ratio to remain at around 14%, down from the 15%-16% in FYE19 to FYE21. 
The weaker capital ratio is attributable to the rise in RWAs from loan growth and the yen depreciation, as well as lower 
common equity Tier 1 capital due to diminished contribution from valuation gains on available-for-sale securities. We 
have lowered the factor score to ‘a-‘ with a negative outlook, from ‘a’ with a negative outlook, as we do not expect the 
exchange rate to reverse to an extent that would reduce RWAs and improve the capital ratio to previous levels. 
Furthermore, we believe the lower score better reflects the susceptibility of the core metric to market volatility. We 
expect SMBC group to pursue investments for growth, slowing its capital accumulation. SMFG's investments in 
finance companies and commercial banks in emerging markets have the potential to raise credit costs and write-
downs on investment values due to market devaluation.  

Its capital ratios remain the highest among the mega banks because of a significant buffer for a larger exposure to 
riskier sectors, such as SMEs and consumer finance. A rise in offshore exposure without a commensurate increase in 
risk buffers could further pressure its capital ratios and its capitalisation and leverage factor score.  

SMFG’s capital ratios include about 0.4% of unrealised gains on securities, down from about 3% at end-March 2021 
and 2.4% at end-March 2022, which add to the volatility of its capital ratio. The reduction is due to a material valuation 
loss on its foreign securities, which has been offset by valuation gains on equity holdings, which have also diminished 
due to the sluggish equity market. SMBC group has a strategic target to reduce its cross-shareholdings by JPY300 
billion in five years from JPY1.3 trillion in equity holdings at FYE20. It reported 51% of its goal was completed by end-
September 2022, with an additional 22% agreed to be sold.  
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Its Basel III leverage ratio is in line with that of its peers. SMFG's leverage ratio fell to 4.83% by end-September 2022 
from 5.65% end-March 2021, with a rise in exposures. The ratio with leveraged assets, excluding deposits with the 
Bank of Japan (BOJ), a special treatment applied from June 2020, was 3.93% at end-September 2022, down from 
4.30% at end-March 2021, compared with the 3% minimum requirement.  

As one of Japan’s global systemically important banks, SMFG is subject to total loss-absorbing capacity (TLAC) capital 
requirements. Fitch expects SMFG to continue to issue TLAC-eligible senior unsecured debt in overseas markets to 
support its foreign-currency funding needs. 

Funding and Liquidity 
We expect SMBC group’s sound funding profile from a stable yen deposit base to remain a strength, supported by the 
strong domestic franchise. The group's foreign-currency loan-to-deposit ratio is sustained above 100% as its foreign-
currency funding remains dependent on wholesale markets. The group has diversified its foreign-currency funding 
sources through cross-currency swaps and the issuance of bonds to ensure stable and longer-term funding sources. 
We expect its overall liquidity and funding to remain sound. The group has access to Japanese yen and foreign-
currency liquidity facilities provided by the BOJ when necessary.  

Additional Notes on Charts 

The forecasts in the charts in this section reflect Fitch’s forward view on the bank’s core financial metrics per Fitch’s 
Bank Rating Criteria. They are based on a combination of Fitch’s macroeconomic forecasts, outlook at the sector level 
and company-specific considerations. As a result, Fitch’s forecasts may materially differ from the guidance provided 
by the rated entity to the market 

To the extent Fitch is aware of material non-public information with respect to future events, such as planned 
recapitalisations or merger and acquisition activity, Fitch will not reflect these non-public future events in its 
published forecasts. However, where relevant, such information is considered by Fitch as part of the rating process.  
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Financials 

Financial Statements 

30 Sep 22 31 Mar 22 31 Mar 21 31 Mar 20 31 Mar 19 

6 months - interim 6 months - interim Year end Year end Year end Year end 

(USDm) (JPYbn) (JPYbn) (JPYbn) (JPYbn) (JPYbn) 

Audited - 
unqualified 

Audited - 
unqualified 

Audited - 
unqualified 

Audited - 
unqualified 

Audited - 
unqualified 

Audited - 
unqualified 

Summary income statement 

Net interest and dividend income 6,035 873.5 1,528.0 1,335.1 1,276.6 1,331.4 

Net fees and commissions 4,085 591.3 1,205.5 1,098.9 1,088.1 1,064.6 

Other operating income 1,517 219.6 240.6 397.0 460.0 511.3 

Total operating income 11,637 1,684.4 2,974.1 2,831.0 2,824.7 2,907.3 

Operating costs 6,650 962.5 1,821.2 1,747.0 1,739.6 1,715.1 

Pre-impairment operating profit 4,988 721.9 1,152.9 1,084.0 1,085.1 1,192.2 

Loan and other impairment 
charges 

574 83.1 274.4 360.5 170.7 110.3 

Operating profit 4,413 638.8 878.5 723.5 914.4 1,081.9 

Other non-operating items (net) 593 85.9 51.1 -51.3 -25.7 41.7 

Tax 1,339 193.8 214.5 156.3 167.7 331.4 

Net income 3,668 530.9 715.1 515.9 721.0 792.2 

Other comprehensive income 1,206 174.5 -153.2 949.1 -348.0 3.0 

Fitch comprehensive income 4,874 705.4 561.9 1,465.0 373.0 795.2 

Summary balance sheet 

Assets 

Gross loans 718,344 103,973.1 93,874.8 87,542.3 84,800.6 79,946.4 

- Of which impaired 8,235 1,191.9 1,157.6 938.9 627.8 676.5 

Loan loss allowances 5,544 802.5 817.8 659.0 479.2 468.8 

Net loans 712,800 103,170.6 93,057.0 86,883.3 84,321.4 79,477.6 

Interbank 48,129 6,966.2 1,965.1 2,553.5 896.7 2,465.7 

Derivatives 564 81.7 1.0 539.9 4,608.4 2,573.3 

Other securities and earning 
assets 

399,281 57,791.9 62,945.4 58,676.5 48,200.3 42,215.1 

Total earning assets 1,160,774 168,010.4 157,968.5 148,653.2 138,026.8 126,731.7 

Cash and due from banks 489,103 70,792.7 74,792.1 72,568.9 61,768.6 57,411.3 

Other assets 127,952 18,519.8 13,221.8 11,383.8 10,759.2 9,951.2 

Total assets 1,777,829 257,322.9 245,982.4 232,605.9 210,554.6 194,094.2 

Liabilities 

Customer deposits 1,085,274 157,082.5 148,585.4 142,026.2 127,042.3 122,325.0 

Interbank and other short-term 
funding 

258,311 37,388.0 39,263.4 36,285.4 32,712.0 29,353.2 

Other long-term funding 155,585 22,519.4 28,581.2 26,662.7 24,193.7 19,409.8 

Trading liabilities and derivatives 59,631 8,631.0 6,378.0 5,357.7 6,084.6 4,219.3 

Total funding and derivatives 1,558,801 225,620.9 222,808.0 210,332.0 190,032.6 175,307.3 

Other liabilities 125,786 18,206.2 10,243.1 9,726.0 9,052.3 6,736.3 

Preference shares and hybrid 
capital 

5,086 736.2 735.5 650.7 686.9 1,040.3 

Total equity 88,155 12,759.6 12,195.8 11,897.2 10,782.8 11,010.3 

Total liabilities and equity 1,777,829 257,322.9 245,982.4 232,605.9 210,554.6 194,094.2 

Exchange rate USD1 = 
JPY144.74 

USD1 = JPY122.4 USD1 = JPY110.7 USD1 = JPY108.7 USD1 = 
JPY110.92 

Source: Fitch Ratings, Fitch Solutions, SMFG 
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Key Ratios 

30 Sep 22 31 Mar 22 31 Mar 21 31 Mar 20 31 Mar 19 

Ratios (annualised as appropriate, %) 

Profitability 

Operating profit/risk-weighted assets 1.6 1.2 1.1 1.5 1.8 

Net interest income/average earning assets 1.1 1.0 0.9 1.0 1.1 

Non-interest expense/gross revenue 59.0 61.8 62.3 62.8 60.3 

Net income/average equity 8.5 5.9 4.6 6.6 7.2 

Asset quality 

Impaired loans ratio 1.2 1.2 1.1 0.7 0.9 

Growth in gross loans 10.8 7.2 3.2 6.1 3.2 

Loan loss allowances/impaired loans 67.3 70.7 70.2 76.3 69.3 

Loan impairment charges/average gross loans 0.2 0.3 0.4 0.2 0.1 

Capitalisation 

Common equity Tier 1 ratio 13.7 14.5 16.0 15.6 16.4 

Fully loaded common equity Tier 1 ratio 10.6 11.2 11.5 11.0 11.9 

Fitch Core Capital ratio n.a. n.a. n.a. n.a. 17.3 

Tangible common equity/tangible assets 4.6 4.6 4.8 4.8 5.3 

Basel leverage ratio 4.8 5.2 5.7 4.3 4.9 

Net impaired loans/common equity Tier 1 3.7 3.3 2.7 1.6 2.2 

Net impaired loans/Fitch Core Capital n.a. n.a. n.a. n.a. 2.0 

Funding and liquidity 

Gross loans/customer deposits 66.2 63.2 61.6 66.8 65.4 

Liquidity coverage ratio 130.2 141.7 140.1 125.6 131.4 

Customer deposits/total non-equity funding 70.0 66.6 67.3 68.1 70.3 

Net stable funding ratio 120.4 125.0 n.a. n.a. n.a. 

Source: Fitch Ratings, Fitch Solutions, SMFG 
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Support Assessment 

The colours indicate the weighting of each KRD in the assessment. 

 Higher influence     Moderate influence    Lower influence 

Government Support 

We believe SMBC group is very highly likely to receive government support, if required, as a systemically important 
bank in Japan. Support will come from various schemes under the Deposit Insurance Act (DIA), whereby the 
government sets aside a national budget annually to support financial institutions.  

Fitch believes Japan’s propensity to support the financial system – especially the country’s systemically important 
financial institutions – is one of the strongest among developed countries. We expect the government’s propensity to 
extend support to remain robust even when Japan’s sovereign ratings are at lower levels. The Japanese sovereign has 
high debt, but we believe it will issue government bonds to support the financial system, when required.   

The government can provide financial assistance pre-emptively to a solvent bank-holding company when a serious 
system disruption is anticipated under Specified Measure 1 set forth in Article 126-2 of the DIA.  

The government has made consistent and strong statements about its intention to support the financial system, which 
is backed by its long history of support and the pre-emptive support framework under the DIA, introduced together 
with the orderly resolution framework. We expect the government to maintain its position to avoid disruptions to the 
financial markets.  

Fitch is likely to equalise SMBC group’s GSR with that of Japan should the sovereign rating be downgraded to ‘A-’ 
because of the very high likelihood that SMBC group will receive government support. We expect the one-notch 
differential to remain when Japan is rated at ‘A’ or ‘A+’, also reflecting Fitch’s view that the government has a very high 
propensity to support the financial system, especially the systemically important financial institutions in Japan.  
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Subsidiaries and Affiliates 

The Long-Term IDRs of SMBC Bank International plc (SMBCBI) and SMBC Bank EU AG (SMBCEU) have been 
downgraded by one notch to 'A-', from 'A', with a Stable Outlook.  

The Long-Term IDRs are driven by the subsidiaries' Shareholder Support Ratings (SSRs), which are in line with SMBC's 
Long-Term IDR, the anchor rating. This is based on the subsidiaries' key role within the group and the high level of 
integration with SMBC in business operations and management.  

The Short-Term IDRs have been affirmed. We expect support to flow from the Japanese government through SMFG 
group to the subsidiaries.  

Factors that Could, Individually or Collectively, Lead to Negative Rating Action/Downgrade  

SMBCBI and SMBCEU's SSRs and Long-Term IDRs would be affected by negative rating action on SMBC's Long-Term 
IDR or if the subsidiaries were to become less important to the operations of SMBC group. 

A downgrade on SMBC's Short-Term IDR is likely to lead to similar action on the subsidiaries' Short-Term IDRs. 

Factors that Could, Individually or Collectively, Lead to Positive Rating Action/Upgrade  

Positive rating action on SMBC's Long-Term IDR is likely to lead to similar action on the subsidiaries' SSRs and Long-
Term IDRs, provided SMBC's propensity to support the subsidiaries remains unchanged. 

An upgrade of SMBC's Short-Term IDR is likely to lead to similar action on the subsidiaries' Short-Term IDRs.  
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Environmental, Social and Governance Considerations 

Unless otherwise disclosed in this section, the highest level of ESG credit relevance is a score of '3'. This means ESG 
issues are credit-neutral or have only a minimal credit impact on the entity, either due to their nature or the way in 
which they are being managed by the entity. For more information on Fitch's ESG Relevance Scores, visit 
www.fitchratings.com/esg 

http://www.fitchratings.com/esg
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The ratings above were solicited and assigned or maintained at the request of the rated entity/issuer or a related 
third party. Any exceptions follow below. 
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