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1. Review of FY2024 and outlook for FY2025

In fiscal 2024, the Bank of Japan indicated its intention to
continue rate hikes, and the normalization of interest rates in
Japan progressed. On the other hand, while rate cuts spread
overseas on the back of slowing inflation, this was a year
when downside risks to the global economy increased due
to the inauguration of President Trump and the implementa-
tion of tariff policies in the United States.

Even in this environment, the SuMi TRUST group was able
to achieve each of the major management targets set for the

final year of the Medium-Term Management Plan one year

ahead of schedule, achieving the highest ever net income

attributable to owners of the parent and ROE in excess of
8%.

In fiscal 2025, uncertainties in the economic environment
are expected to intensify further due to factors including
changes in the interest rate environment and the impact of
the United States’ tariff policies. In this environment, we are
taking a cautious approach in estimating total credit costs
while forecasting record profits.

We expect ROE in the upper 8% range, and we will con-
tinue to accelerate the virtuous circulation of investment and

growth to achieve ROE of 10% or more.

Category FY2023 result FY2024 result Change from previous year FY2025 forecast
1 Net business profit before credit costs | Billions of yen 338.6 362.0 +23.3 370.0
2 Netincome attributable to owners of the parent | Billions of yen 79.1" 257.6 +178.4 280.0
3 Fee income ratio % 54.7 54.4 0.3) Lower 50% range
4 Overhead ratio (OHR) % 61.3 61.2 0.1) 62%
5 ROE® % 2.7 8.3 +5.6 Upper 8% range
6 Common Equity Tier 1 capital ratio™ % 10.2 10.6 +0.4 Mid-10% range

*1 Excluding impact of gains/losses from sales of strategic shareholdings and bear funds, estimated that net income will be roughly in line with our original forecast (200.0 billion yen)
*2 {Net income attributable to owners of the parent / (FY-start total equity + FY-end total equity) + 2} x 100

*3 Finalized Basel IIl (fully phased basis)
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2. The challenges for enhancing corporate value and addressing them

While ROE has increased steadily and arriving at an ROE
in excess of 10% in the future is in sight, the price-to-book
ratio (PBR) remains at a level below 1x, indicating the gap
between corporate value and market valuation is a chal-
lenge.

In the Message from the CFO in fiscal 2023, | raised the
following challenges (i) to (iii) to enhance corporate value by
improving productivity and earning returns from investment
for future growth while balancing capital adequacy and ef-
ficiency.

In fiscal 2024, among the items based on the PBR log-
ic tree, we have achieved results by executing a loop that
sophisticates the framework and monitoring centered on

domains linked to the respective challenges, and operating

business based on the PDCA cycle. | explain the details of

these specific initiatives below.
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B PBR logic tree and the challenges of sophistication for enhancing corporate value (i) (ii) (iii)
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3. Initiatives for improvement of ROE

(i) Sophisticating the framework for strengthening our business portfolio

We have been discussing business portfolio analysis and
profitability improvement with the aim of improving capital
efficiency.

We are advancing the sophistication of our framework by
strengthening the PDCA cycle, through which it inspects and
analyzes capital profitability at the entity and product levels
in our various business domains, considers improvement
measures while deepening discussions in execution and
supervision, and implements these measures in conjunction
with management and business strategies. The sale of
non-core assets described below is one example of these

initiatives.

B Sophisticating management accounting
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(ii) Earnings growth centered on assets under fiduciary (AUF)

We aim to achieve an ROE of 10% or more, net income at-
tributable to owners of the parent of 300 billion yen or more,
and AUF of 800 trillion yen by fiscal 2030 by promoting a
business model unique to the trust group centered on asset
management and asset administration.

Positioning “Earnings growth through expansion of assets
under fiduciary (AUF)” (QP.36) as the pillar of our growth
strategy, we will expand AUM and AUC in profitable domains
for investors by improving profitability without significantly
expanding our balance sheet.

This strategy aims to achieve both the improvement of

capital efficiency and sustainable earnings growth centered

on fee income by leveraging our balance sheet to expand
the scale of our asset management and asset administration
businesses.

For example, in the private asset domain, we provide in-
stitutional investors with high-value-added investment op-
portunities through the formation of products that use our
strengths as a gatekeeper business in addition to invest-
ments and loans on our own account.

Moreover, we are expanding AUF in the retail domain with
the launch of a new type of money trust product, “Future
Trust,” which provides individual investors with a foothold to

access private assets.

(iii) Cost control and investment in growth foundations

While striving for the strengthening of Cost control at
the Group overall, we are turning towards investment in the
business infrastructure that will contribute to the strengthen-
ing of our medium- to long-term competitiveness.

In fiscal 2025, expenses are expected to increase due to
investment in human capital, IT, and digital technologies
that will contribute to future growth, and inflation.

As investments in human capital, in addition to supporting
employee reskilling and introducing a stock-based incentive
compensation system, centered on SuMi Trust Bank, during
fiscal 2025, we plan to review our HR management policy

aimed at building a human resources portfolio adaptable to

(iv) Capital policy
Basic philosophy

We, SuMi TRUST Group, aim for sustainable profit growth
while pursuing the best balance of capital adequacy and
efficiency. From the perspective of capital adequacy, we
have set a target of “stably maintain 10% or above” for the
CET1 ratio (on finalized Basel Ill (fully phased basis)) and
have the policy of using capital efficiently while considering
the balance of investments for medium- to long-term profit
growth that will contribute to the resolution of social issues
and returns to shareholders.

In addition, we disclosed the upper limit of the CET1 ratio
from the perspective of further clarifying its approach to
capital management based on opinions from shareholders
and investors. Although we may deviate temporarily from
the operating range, we intend to send a message internally
and externally that we will prioritize investment for growth

and utilize capital to avoid exceeding the ceiling.

14 Sumitomo Mitsui Trust Group, Inc. 2025 Integrated Report

the future business environment.

In IT and digital investment, we are planning to invest
more than 100 billion yen per year (on a cash flow basis) in IT
and digital to promote the improvement of productivity and
the streamlining of business.

Because the nature of trust business requires the provi-
sion of small quantities of a wide variety of tailo-made ser-
vices, fundamental investment of a certain scale is essential.
In addition, we will also work actively on the promotion of
our DX strategy in new business domains as an important

driver of future growth.

We will continue stable operations while paying attention
to changes in the market environment and the impact
on capital adequacy of the use of capital due to growth
investments.

W Viewpoints of capital management (CET1 ratio*)

After consideration of the share repurchase announced
in May 2025
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*Finalized Basel Ill (fully phased basis) including valuation difference on available-for-sale
securities

Appropriate allocation of resources for growth

Under the current Medium-Term Management Plan, in addi-
tion to accumulating profits, we will continue the reduction of
strategic shareholdings and promote capital creation through
the sale of non-core assets and the reduction of low-profit
assets. In fiscal 2024, we implemented muiltiple divestments
based on business portfolio analysis.

Recently, the CET1 ratio was at a level exceeding 10% so we
know that we are in a position where we can invest sufficiently
for growth. We will make disciplined investments for growth ac-

tively and improve ROE through the expansion of profits. More
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B Track record in the inorganic domain
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B Historical data of share repurchase and dividend
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specifically, our policy is to invest a cumulative total of up to 1
trillion yen through fiscal 2030 in “impact equity” and “Strate-
gic Investment Facility for Asset Management.”

Since fiscal 2024, we have invested in GCM Grosvenor, Tike-
hau Capital, and others aimed at the strengthening of our asset
management and asset administration domains. We have con-
sidered investments on a larger scale, but as a result of careful
judgment based on soaring valuations, there were some cases
whose implementation we put off in fiscal 2024. There will be
no change to our policy of continuing to implement active cap-
ital utilization for the sustainable growth of the SuMi TRUST
Group.

In the current situation where our PBR is less than 1x, we are
aware that share repurchases are an effective measure. We will
consider the balance between capital adequacy and efficien-
cy constantly while looking at the market environment and the
level of the company’s stock price.

Shareholder returns (balance of growth investments
and shareholder returns)

The basic policy of the SuMi TRUST Group is to increase
shareholder value through sustainable growth.

To achieve stable and sustainable shareholder returns
linked to profit growth, we introduced a formula of progressive
dividend per share starting in fiscal 2023 aiming for a
consolidated dividend payout ratio of 40% or above.

In fiscal 2024, we paid a commemorative dividend for
our 100th anniversary. In fiscal 2025, we expect to pay a
higher dividend per share, exceeding the level including the
commemorative dividend of fiscal 2024, as the fruit of further
growth.

From now on, we will continue to balance capital adequacy
and efficiency and work on stable profit growth and the
strengthening of shareholder returns while being mindful of

both short-term and medium- to long-term time horizons.

75 yen 75 yen

Announced in -
February 2022

FY11 FY12 FY13 FY14 FY15 FY16 FY17

FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25
forecast

*The impacts of stock consolidation in October 2016 and stock split in January 2024 are taken into consideration.
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4. Initiatives to reduce the cost of capital

(i) Analysis of the current situation

Capital cost serves as one of the factors for stock price
formation. Our capital cost was around 6% to 10% (as of
March 31, 2025) based on CAPM (Capital Asset Pricing
Model) and PER.

Although ROE in fiscal 2024 rose to 8.3% compared to
the previous fiscal year, PBR remained below 1x so we rec-

(ii) Control of earnings volatility

For the reduction of the cost of capital, we will achieve
high-quality earnings growth centered on the fee business
by investing management resources in our asset manage-
ment and asset administration businesses while appropriate-
ly controlling risks, including the impact of foreign exchange

ognize the need to take measures to further improvement of
ROE and reduction of capital costs.

More specifically, in addition to various initiatives aimed
at improving ROE, we will focus on the control of earnings
volatility and constructive dialogue with shareholders and
investors.

and stock market fluctuations on our earnings and capital.
In fiscal 2024, we reevaluated special loan loss provision

and strove to secure further financial soundness and flexibil-

ity from the perspective of preparing for future uncertainty.

(iii) Constructive dialogue with shareholders and investors

We will strive to reduce the cost of capital by engaging
actively in dialogue with shareholders, investors, and other
stakeholders, and improving and sophisticating disclosure.

In fiscal 2024, requests and advice obtained through dia-
logue with investors in Japan and overseas were reported to
the Executive Committee and the Board of Directors, and we
worked on the disclosure and dissemination of easy-to-un-

B Dialogue (FY2024 results)

Investor meetings on financial results for

institutional investors and analysts Eimes
Overseas IR tours 9 times
Individual interviews with institutional
A 326 cases
investors and analysts
Conducted by executives 179 cases
Conducted for overseas investors 233 cases
IR Day 2 times

derstand information. In addition, we made changes to the
composition of the Board of Directors and the compensa-
tion system for directors and executive officers, which had
been strongly requested by investors.

We will continue to disclose the status of our initiatives
through opportunities such as investor meetings on financial
results.

B Investor interests (FY2024 results)

*Medium- to long-term KPI looking ahead to
the next Medium-Term Management Plan
+ Cost control

+Sophistication of the disclosure of growth
investments

Performance and
management strategy

Capital policy

*Impact of U.S. and Japanese interest rates
*Impact on performance due to Trump's tariff
policy and other uncertainties

Macro environment
and risk management

Management

foundation and »Composition of the Board of Directors
sustainability-related Response to climate change

matters

(iv) Aiming to be a company selected by more individual shareholders

We are working to raise the ratio of individual shareholders
aimed at the building of a long-term shareholder base that
can realize both the lowering of the cost of capital and
sustainable growth.

In fiscal 2024, we participated in 12 investor meetings for
individual investors hosted by securities companies, with
a total of 7,800 participants. As new initiatives, we held a
special seminar for individual shareholders to commemorate
the 100th anniversary of the Group's founding and
participated in Nagoya Stock Exchange IR Expo 2024 for
the first time.

Through our initiatives to date, the number of individual
shareholders has roughly doubled over the past three
years, and the ratio of individual shareholders has increased
steadily.
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From now on, we will continue to disseminate information
actively and engage in dialogue to raise awareness of
SuMi TRUST Group and deepen relationships of trust with
investors.

B Number of individual shareholders and ratio of individual
shareholders

8.6%
I Number of individual shareholders

-o- Ratio of individual shareholders

6.1% 8 "@00
pegple

43,000
people

EndMarch 2022 EndMarch 2023 End March 2024 End March 2025

5. Conclusion

| think that an organization should grow continuously to
realize its purposes, but we may become unable to grow
as intended due to changes in the external environment or
constraints on management resources.

How do we grasp and understand appropriately where
problems or new opportunities are emerging and deal with
them? | would like to improve our understanding of our own
business situation in order to grasp these issues accurately
and quickly, and to increase the speed and accuracy of
our decision-making and actions. To that end, in fiscal
2025, | would like to increase further the sophistication of
management as described to realize the furtherimprovement

of our corporate value.
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Our Initiatives to Reduce Strategic Shareholdings
Basic policy: In principle, we shall not hold any “strategic shareholdings as a con-

ventional stable shareholder.”

(i) Reduction achieved in fiscal 2024 and new plans

SuMi TRUST Group has recognized strategic share-
holdings as a material management issue. We have
hedged the price volatility risk that exceeded our finan-
cial risk absorption buffer and constantly worked to re-
duce such shareholdings, obtaining the consent of our
corporate clients.

In fiscal 2024, in addition to the existing cost basis
reduction target, we set a new target of reducing the
market value of strategic shareholdings to less than 20%
of consolidated net assets by the end of March 2029.
We achieved reductions of ¥82.1bn (cost basis) in fiscal
2024, so realized our initial reduction target one year
ahead of schedule.

(ii) Policy on exercising voting rights for
strategic shareholdings

Even during the interim period in which SuMi
TRUST Bank will continue to hold strategic
shareholdings, SuMi TRUST Bank shall not hold any
“strategic shareholdings as a conventional stable
shareholder” and instead engage with issuing client
companies and act as a responsible institutional

investor.

In May 2025, we announced a new reduction target of
¥260bn (cost basis) over the next 4 years. We will engage
in careful dialogue based on long-term relationships of
trust with our clients, and continue to work toward re-
ducing the balance of strategic shareholdings to zero.

B Reduction of strategic shareholdings

0% ost basis balance of Domestic Listed Stocks (Banking a/c]
68.0% Il Cost basis bal f D Listed Stocks (Banking a/c)"!

~()- Balance of strategic shareholdings (market value)"'?
+ Consolidated net assets

o FY25-28
Target ¥260bn
l Less than 20%

Approx3¥360bn

52.0%

Approx3¥600bn
Approx3¥500bn

End March 2021  End March 2023 End March 2025 End March 2029 (target)

*1 Including repurchased shares and some shares other than strategic shareholding
as a conventional stable shareholder
*2 Including deemed shares and unlisted shares

Results of exercising voting rights
The percentage of opposition to companies’ proposals on which
SuMi TRUST Bank exercised voting rights (at General Meetings of

Shareholders held between July 2023 and June 2024) is as follows.
1.7%: company base (Y o Y 0.9pt increase)
0.4%: proposal base (Y o Y 0.1pt increase)

Guidelines on voting rights for strategic shareholdings (listed companies in Japan)

https://www.smtg.jp/english/-/media/tg/english/about _us/management/governance/voting guideline E.pdf
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