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Consolidated net income for the interim in fiscal year 2014 was ¥578.7 billion, an 
increase of 48.5 billion yen from the first half of previous fiscal year, and this represented 
60.9% of our full year target of ¥950.0 billion. 

As shown in the graph on the right, the difference between consolidated and non-
consolidated net income was 150.9 billion yen. This reflected the contributions from 
subsidiaries such as MUAH, which is the holding company of MUFG Union Bank, Bank 
of Ayudhya, which is shown as KS here, and Mitsubishi UFJ Morgan Stanley Securities.

This fiscal year of 2014 is the final year of our medium mid-term business plan. We saw 
increased net operating income from customer segments as a result of making progress 
with our growth strategies. 

In the domestic corporate business, transactions with large corporations performed well. 
Supported by collaboration with Morgan Stanly, the CIB business such as cross-border 
M&As and IPOs, generated good results.

Overseas, the lending balance continued to increase with economic growth in Asia and 
North America resulting in an increase in total overseas income. This was amid sources 
of instability including political risk in Ukraine and the Middle East, stagnation in 
European countries, and slower growth in Asia.

Also, in order to strengthen the global business platform, we completed the business 
integration of BTMU’s Americas business with Union Bank, and have been proceeding 
steadily with preparations for the integration of BTMU’s Bangkok Branch with Bank of 
Ayudhya, which is scheduled for next January in Thailand. 

In light of the good results and progress with our business strategy, we decided to 
increase our forecast dividends for the full year to 18 yen, 2 yen higher than in FY2013.

We also decided to conduct up to 100 billion yen of share repurchases to enhance 
shareholder returns. 
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Gross profits increased by 167.6 billion yen from the first half of FY 2013 to 2,012.9 
billion yen. This was attributable to the positive impact of the consolidation of KS (Bank 
of Ayudhya), an increase in profits from overseas lending, and good performance of the 
investment banking business.

Operating expenses increased 115.3 billion yen from the first half of FY2013, mainly due 
to the consolidation of KS, and an increase in expenses overseas.

However, net business profits increased 52.3 billion yen from the first half of FY2013 to 
777.3 billion yen.

Total credit costs marked a net 41.1 billion yen gain in reversal after MUFG posted a 
reversal of the allowance for credit losses.

Extraordinary loss was 68.9 billion yen, mainly due to loss on change in equity in or 
investment in Morgan Stanly, and a provision related to BTMU’s case with the New York 
State Department of Financial Service.

As a result, net profit increased 48.5 billion yen from the first half of FY2013 to 578.7 
billion yen.
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Looking at net operating profit by business segment, net operating profits increased in 
corporate banking, global banking, trust assets and global markets, with the 
consolidation of KS also contributing to the increase in net operating profits. Customer 
segments generated 86% of net operating profits, of which overseas profits accounted 
for 36%.
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The loan balance increased by 0.6 trillion yen from the end of March 2014. This reflected 
increases in the domestic corporate lending balance and overseas lending balance. 
Over the same period, deposits increased by 8.6 trillion yen to 144.7 trillion yen.

As for the domestic corporate lending balance, lending balance to large corporates 
increased, while that balance to SMEs was almost flat.

The overseas lending balance increased steadily by 1.1 trillion yen in exclusion of the 
impact of currency exchange rates.
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Next, I am going to give an explanation of domestic deposit and lending rates.

The middle line of the graph on the upper left shows change in the deposit-to-lending 
spread. In 2Q, it fell 2bps from 1Q to 1.09%. This reflected a drop in market interest rates 
as well as narrower lending spreads due to the competitive lending market in Japan.

Market interest rates, one of the two factors that led to the downtrend in the deposit-to-
lending spread, is shown in the graph on the bottom left, and the other factor, the 
domestic corporate lending spread is shown in the graph on the upper right.

During the last quarter, the aggregate domestic corporate lending spread dropped to 
0.59% from 0.61%. Breakdown of the decline in this spread was a 2bps drop in the 
spread to SMEs and a 1bps drop in the spread to large corporates. 

For your reference, the graph on the bottom right shows credit exposure by corporate 
credit rating and the ratio of exposure to normal corporate credit against total corporate 
exposure. You can see that the exposure to normal credit has tended to increase, while 
the exposure to credit on close watch or worse has tended to decrease, resulting in an 
uptrend in the normal ratio. This means the lending spread has declined while the quality 
of the lending portfolio has improved. 
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As shown in the graph on the left, the NPL ratio dropped to 1.18% as of the end of 
September from 1.41% as of the end of March 2014.

The graph on the right shows total credit costs on a non-consolidated and consolidated 
basis, and the two bar graphs on the extreme right show that, as of the 1st half of 2014, 
total credit costs had marked a net gain in reversal on both a non-consolidated and 
consolidated basis.
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Now I'd like to move to the next page to talk about historical profits in the domestic 
corporate banking business.

With domestic loan-to-deposit spreads continuing to contract, we have sought revenue 
growth through commission and fee income on loan-related transactions such as 
structured finance, syndicated loans, and derivatives. The bar graph on the left shows 
the breakdown in gross profits for the Corporate Banking segment. As you can see, the 
gross profit structure has changed.

The water fall graph on the upper right shows the changes in profits from each business 
compared to the 1st half of FY2013. 

You can see an increase in CIB-rerated commissions and settlement fees compensated 
for a decrease in profit from lending and deposits.

Next, please move on to the page 18.
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The graph on the left shows G&A expenses. MUFG has targeted a consolidated 
expense ratio of 60% or less for the full year. However, the expense ratio for the 1st half 
of FY2014 was 61.3%. A further breakdown shows the ratio was 64.1% for Q1 and 
58.0% for Q2. And currently we are reviewing budget items in order to achieve the 
expense ratio we targeted for the full year.

As shown in the graph on the right, the balance of equity holdings decreased. Although 
the amount of decrease during the last half wasn’t significant, we are continuing to apply 
restraint in managing the investment of our equity holdings. 

Next, please skip to the overview of our growth strategy on page 23.
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I’m going to talk about group strategy, focusing on the areas that are changing and those 
you have been interested in in the past. 
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The first area is global strategy. The graph on the bottom left shows how our net 
operating profits have been increasing steadily overseas. 

In the first half of FY 2014, KS was consolidated with MUFG, and Union Bank was 
integrated with the Americas segment of BTMU.

As shown in the graph on the upper left, we managed to grow our average lending 
balance in the priority regions of Asia and the Americas.

Average deposit balance has also continued to grow as shown in the graph on the 
upper right.

The graph on the bottom right shows the risk- monitored overseas loan ratio. While our 
overseas loan book has expanded, this loan ratio has remained at a low level of 0.58% 
as of the end of March 2014. Broken down further, the risk- monitored loan ratio in Asia 
was 0.23%, indicating that the loan portfolio in Asia was maintained at a relatively high 
quality compared to the aggregate overseas loan portfolio. 

Please turn now to our Asia strategy on page 27.
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In Thailand, we plan to integrate Bank of Ayudhya with BTMU’s Bangkok Branch on 
January 5, 2015, assuming that we receive approval from the local authorities.

We will strive to harness the synergies from integration by building a comprehensive 
merchant banking platform encompassing the wholesale business, SME business, and 
retail business, and by utilizing the customer bases of BTMU and KS, and a wide range 
of products and services. 

The 2 charts on the left show key financial indicators and l index of Bank of Ayudhya. 
Total operating income from Q1 to Q3 of FY2014 increased by 5.3 billion yen from the 
same periods of previous year. On the other hand, the NPL ratio increased to 3.2%. We 
will be watching the NPL ratio closely, as well as the political and economic situation in 
Thailand.

Next, please go the Americas strategy on page 29.
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As I mentioned earlier, we have integrated Union Bank with the US operations of BTMU. 
The purposes of this integration are to reinforce our services for customers, to 
strengthen US dollar funding base and to adapt to financial regulations anticipated in the 
US.

As a next initiative, we are working on 1) expanding business initiatives by industry 
sector, 2) expanding fee businesses through cross selling, 3) optimizing the nationwide 
business mix, and 4) seeking to improve profitability while enhancing risk management.

The competitiveness of our business platforms in the Americas and Asia is MUFG’s 
unique strength and we would like to enhance it by leveraging the effects of those two 
integrations in the Americas and Thailand.

Now please turn to the outline of our global strategic alliance with Morgan Stanley on 
page 31.
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In the first half, Mitsubishi UFJ Morgan Stanley Securities, or MUMSS, ranked 
first in cross-border M&A advisory for transactions involving Japanese 
corporations. This was achieved by leveraging the customer base of MUFG and 
utilizing the investment banking expertise and products of Morgan Stanley. In 
that period, MUMSS ranked 5th in equity underwriting in Japan, in part because 
of the scarcity of major underwriting transactions. 

Recent major deals in which MUMSS and Morgan Stanly collaborated are listed 
on the right. We successfully concluded large-scale transactions in M&A 
advisory and IPO by capturing heightened needs among Japanese corporates 
for overseas investment and global funding.

Now, please move on to the overview of our domestic corporate banking 
business on the next page.
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As the Japanese economy continues to recover, we aim to provide financial support for 
the growth of corporate Japan while strengthening our domestic corporate banking 
franchise. 

Main initiatives are outlined on the left-hand side of this slide. First, we are focusing 
more of our efforts on financing M&A activities by Japanese companies, which is a 
growing sector.

Second, we are promoting business support initiatives to help corporate clients build 
earnings and add value. Third, we have reinforced real estate-related lending by 
establishing a new real estate fund. 

Separately, we have set up a new lending fund to finance capex projects and the 
development of growing businesses. The overall aim of these moves is to boost our 
lending to the entire Japanese corporate sector, from large corporations to SMEs.

Please move to next page.



One of the innovative domestic corporate services we have developed is the “Dente, ” or 
electronic bill settlement service. Dente provided by BTMU is a new service that has 2 
functions; finance and settlement.
Dente enables BTMU to provide finance smoothly to an SME with lower credit when it 
purchases electronic bills issued by a large company with higher credit for that SME at a 
discount. Intermediating in this way, BTMU can leverage the lower financial risk of the 
large company with higher credit to provide financing to the SME at attractive terms.

As the bar graph on the right shows, Dente transactions have increased year on year to 
where there are now 55 thousands companies using it, and the balance of outstanding 
electronic bills has reached 1.7 trillion yen as of the end of September 2014. Also, as 
can be seen, the balance of financing that BTMU provides by purchasing the bills has 
increased as well.

Next, please turn to investment product sales on page 34.
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In the first half of FY2014, business in investment products sales was slow, with the 
amount of investment products sales and fee income decreasing year on year. This was 
because the equity market was subdued, particularly during the period from April to July.

However, we managed to achieve the same level of sales as the year before, by 
capturing customers’ needs for purchasing insurance products.

Moreover, across all group companies, we emphasized balancing the three elements of 
earnings base, business volume, and income in striving for sustained business growth.

The number of NISA accounts with MUFG increased steadily to 630 thousand accounts 
as of the end of September 2014.  

We are focusing on the investment products sales business by meeting the need for 
retail customers to invest rather than save in building up their assets.  

Please move on to page 35.
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We are strengthening the private banking sector, led by Mitsubishi UFJ Morgan Stanley 
PB Securities in cooperation with other Group companies. We can supply a full range of 
high-value-added services by tapping the global expertise of Morgan Stanley, while 
working closely with trust bank operations to cater to inheritance and real estate-related 
needs. 

The bar graph on the upper right shows the balance of assets under management by 
Mitsubishi UFJ Morgan Stanley increasing, due mainly to the support of referrals from 
Bank of Tokyo-Mitsubishi UFJ. As a result, the amount of investment product sales, 
shown in the line graph, also increased faster than the same period of the previous year.

Next, we move to the overview of our consumer finance business on page 36.
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Overall, the consumer finance business did well. The balance of unsecured loans 
through the three channels of Acom, MU Nicos, and Bank of Tokyo-Mitsubishi UFJ 
increased to 1.52 trillion yen. The balance of guarantees provided by ACOM were up as 
well, while the outstanding balance on the Bank of Tokyo-Mitsubishi UFJ’s Banquick
consumer finance loan product increased to 238.4 billion yen.

Next, please go to corporate governance on page 38.



37



38

MUFG has developed its governance system to keep pace with business expansion. 
Out of our 15 directors, 5 were outside directors. If our corporate auditors were included, 
8 of our 20 directors and auditors, or 40% were appointees from the outside.

In order to enhance corporate governance, we have used consultants from the outside 
to conduct evaluations of our Board of Directors. Also, a Governance Committee we 
established in June 2014 is holdings discussions and working on formulating a 
Corporate Governance Guideline for MUFG. 

Please move on to page 40. Next, I would like to talk about capital management.
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We have maintained a longstanding dividend policy of relying on profit growth to 
consistently and sustainably increase the level of dividends we pay to shareholders. 

This time, we have decided to increase our fiscal dividend by 2 yen to 18 yen per share, 
as we were able to establish prospects for sustainably securing a proportionate level of 
profits.

We aim to increase the dividend further in the future in consideration of our target payout 
ratio of 30%.

Please turn to page 41.
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At the same time as increasing dividends, we have decided to conduct up to 100.0 
billion yen of share buybacks in order to improve capital efficiency and to achieve 
flexible capital management.

Our capital policy is summarized on page 42.
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We aim to further increase our capital efficiency by improving ROE, while paying 
consideration to volatilities in the global equity and bond markets, and international 
trends in financial regulation.

As the graph on the right shows, our ROE has been improving steadily since 2008.

We will continuously consider further share buybacks, while taking our capital adequacy 
and need for capital to fund the Group’s future growth into consideration.

In terms of strategic investments, we are currently focused on integrating the operations 
of Bank of Ayudhya, but we will also look at any high-quality investment opportunity that 
arises.
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Our capital policy aims to maintain a solid level of equity capital, while enhancing 
shareholder returns and deploying capital in strategic investments to reinforce our 
consolidated earnings capabilities.

We aim to increase MUFG’s corporate value while striking a balance among those three 
elements and thinking of capital management in a comprehensive way.
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Our business vision is to be the world’s most trusted financial group. To this end, every 
person in MUFG is continuing to strive to build shareholder value. We hope we can 
count on your support. 

Thank you for your attention today.
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