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The business environment surrounding the Group is increas-
ingly uncertain amid rapid changes, such as inflation due to
rising resource prices and changes in monetary and fiscal
policies in many countries. In response to these changes,
adequate preparation for risk from both short- and medium- to
long-term perspectives is essential. Meanwhile, major trends
such as the arrival of the age of 100-year life and the grow-
ing momentum towards ESG have solidified. For the Group,
which has various contact points with individual, corporate,
and investor clients in the market and offering a variety of
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functions, this represents an opportunity to create social value
and economic value through a virtuous circulation of funds,
assets and capital. As a trust bank group that is close to its
clients and providing a variety of financial and trust-related
functions in a safe and secure manner, proper control of capital
and on-going investments in financial and non-financial areas,
such as human capital, are becoming more important. We are
focused on optimizing our financial stability and profitability
and shall strive to develop and execute capital policies that

maximize value for each stakeholder.

FY2020 FY2021 FY2022
results results Change from Forecast
(¥ bn) previous year
Profit Net business profit 294.7 346.0 +51.3 310.0
indicators Net income attributable to owners of the parent 142.1 169.0 +26.8 190.0
Profitability Fee income ratio 52.9% 54.0% +1.1% Mid-50% range
indicators OHR 60.1% 57.1% (3.0)% Lower 60% range
Financial Return on equity*’ 5.41% 6.25% +0.84% Approx. 7%
indicators Common equity tier 1 capital ratio*? 9.4% 9.9% +0.5% Lower 10% range
*1 {Net income attributable to owners of the parent / (FY-start total equity + FY-end total equity) + 2} x 100

*2 Based on finalized Basel Il standards

Financial results

Summary of FY2021 Financial Results

Looking back at our performance in FY2021, the second year
of our Medium-Term Management Plan, despite increasing
uncertainties, we are confident that we have made steady prog-
ress, supported by our high-quality client base and diverse busi-
ness foundation. Net business profit reached the target of ¥290
billion for the final year of the Medium-Term Management Plan
ahead of schedule, its highest point since the management inte-
gration of the Group. Through the acceleration of the trust bank-
ing businesses as set forth in the Medium-Term Management
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Plan, our fundamental “earings power” has definitely improved.

Initially, at the time of management integration, the Group

Net Business Profit

depended on its banking business for the majority of its rev-
enues, but since then, the Group’s earnings structure has
undergone significant changes as income from trust-related
businesses with stable recurring revenue, such as asset man-
agement, asset administration, and real estate, have more than
doubled over the past decade.

Net income attributable to owners of the parent increased
from the previous fiscal year, even after robust preparation for
various risks regarding total credit cost, net gains on stocks,
and other net non-recurring profit items, and we believe it is
on track towards the target for the final year of the Medium-

Term Management Plan.

346.0
(¥ bn)
300.0 284.6
200.0

Trust-related business
More than doubled
100.0 from FY2012
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 (FV)

M Trust-related business (total of stock transfer agency services, real estate, fiduciary, and asset management businesses) Other

Initiatives for FY2022

In FY2022, the final year of the current Medium-Term
Management Plan, as in the previous years, we shall execute
our initiatives to improve ROE by promoting our capital-light
profit growth model distinctive of a trust bank group. In addi-
tion, to maintain our trajectory to achieve our common equity
tier 1 capital ratio based on finalized Basel Ill standards, we

will actively invest in new areas of growth that contribute to a

Our approach to capital policy

Maintain stable
10% range Efficient utilization of capital

Target - - ~ = ===~ === -----=----

Temporary use for investment resources
and growth investment under stress

0.5% |Management buffer

| Financial buffer

Regulation - --
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virtuous circulation of funds, assets and capital, invest in digi-
tal transformation ("DX") including systems and also invest in
human capital to support future growth. In FY2022, looking
ahead to the next Medium-Term Management Plan, we shall
make investments that contribute to medium- to long-term
growth. In addition, we aim to achieve a net income attributable
to owners of the parent of ¥190 billion, which is the goal for the
final year of the current Medium-Term Management Plan.

Current

(as of March 31, 2022)

o

* Common equity tier 1 capital ratio (based on finalized Basel |ll standards)
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Message from Head of Finance and Treasury

Initiatives to enhance corporate value

Challenges and responses
Aiming for PBR of at least 1.0x as a value-creating company

Our medium- to long-term goals are to achieve ROE of
around 9% and a PBR of at least 1.0x. In order to swiftly rec-
tify the current situation, where the PBR is below 1.0x, we
shall strive to further enhance the Group's “earnings power”
and future growth potential, and also emphasize these points
in dialogue with our investors. We shall work on three major
initiatives to enhance the Group's corporate value.

The first is to further improve “earnings power.” To achieve
this, we will continue to improve the refinement of our man-
agement accounting, for example by analyzing profitability
and disclosing ROE by segment to enable appropriate allo-
cation of resources, and enhance our “earnings power” by

Enhancing
corporate Profitability and
value soundness
PBR of at least
1.0x

Dividends

Reduction of strategic shareholdings

In May 2021, we transitioned to a policy under which, in
principle, we shall not hold any “strategic shareholdings as a
conventional stable shareholder,” and we are engaged in dia-
logue with all our clients about the revised policy. As of March
31, 2022, we have achieved approximately 70% of our goal

placing our trust-related businesses at the core in combina-
tion with the banking business. The second is to improve
capital efficiency. Accelerating the reduction of strategic
shareholdings will not only contribute to the further devel-
opment of the Japanese capital market, but also allow the
Group to improve capital efficiency by redirecting the capital
surplus generated by the reduction to impact equity invest-
ments. The final initiative is in the area of capital utilization.
One cannot reap gains tomorrow without making invest-
ments today. In addition to financial investments in growth
areas, it is important to invest in non-financial capital such
as human capital, digital, and networks. We shall pursue our
initiatives to enhance corporate value with a clear vision of

where we aspire to be.

= Strengthen business portfolio

Improve = Upgrade management accounting
"earnings power” | *® Invest in human capital and IT/DX
= Streamline and reduce costs

= Optimize assets under management/
Improve capital total amount control

efﬁciency = Reduce strategic shareholdings and
hedging investment trusts

= |nvest in priority strategic areas
Capital utilization | =Invest in human capital and IT/DX
= Capital adjustment (share repurchases)

of reducing these shareholdings by ¥100 billion (at cost) over
the two years through FY2022, including those already sold
or scheduled for sale. We shall continue our efforts to deepen
mutual understanding and accelerate the reduction of strate-
gic shareholdings through extensive dialogue and providing
solutions tailored to the circumstances of our clients.

Balance of strategic shareholdings (basis: acquisition cost of shares listed in Japan)

Total reduction of
¥142.6 billion in 5 years

-+ Increase is due to improved hedge

positions resulting from partially realized
unrealized gains/losses of both strategic
shareholdings and hedging transactions

;ZS’”O) 694.5
' 666.2 Aim to reduce by
¥100 billion in 2 years
600.0
5489
63.6
500.0
63.6
o=
0

March 31, March 31, March 31, March 31, March 31, March 31, March 31, March 31,
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Capital utilization

We believe that continuous investment from a medium- to
long-term perspective is necessary to achieve sustainable
growth. Specifically, we have identified (1) the age of 100-year
life, (2) ESG management (carbon neutrality), and (3) network-
ing (regional economic ecosystems and global investment
chains) as key strategic areas in which we will concentrate our
capital investments. In the business of a trust bank group,
with its close relationship with clients and offering them with
safety and security of mind, highly specialized and skilled
human resources and the digital infrastructure that supports
them are very important and directly related to the quality
of our products and services. We believe that the expansion
of investment in human capital and digitalization that the
Group is pursuing will enhance our corporate value, including

Shareholder returns
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In conclusion

Hitherto, the Group has contributed to society by identi-
fying the changes of the times, swiftly responding to social
issues and providing solutions. Going forward, we hope to
grow together with society by utilizing the diverse functions
and spirit of trusts to further contribute to solving new social
issues and building a virtuous circulation of funds, assets and
capital. We are firmly committed to implementing financial
and capital management practices that support our activities
to achieve this goal.

strengthening the market competitiveness of our services,
and will be beneficial to all stakeholders. We will also flex-
ibly implement share repurchases taking overall investment

opportunities and capital situation into consideration.

Returns to shareholders

The Group has steadily strengthened returns to sharehold-
ers since the integration of the Group, doubling the dividend
per share from ¥85 to ¥170 over the 10 years through FY2021.
In line with our shareholder return policy of a consolidated
dividend payout ratio of approximately 40%, we expect to
pay a dividend of ¥200 per share for FY2022, an increase
of ¥30 from FY2021. We will continue to aim to strengthen
returns to shareholders through profit growth based on sus-

tainable growth.

30

20
| ¥200

,

2017 2018 2019 2020 2021 2022 (FV)

Forecast

= Dividend payout ratio (Right) = Total payout ratio (Right)
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