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 Today, after briefly outlining the interim fiscal 2015 results, I would like to 
explain our growth strategy, corporate governance, capital policy, and equity 
holdings. Please turn to Page 7.
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 As you already know, profits attributable to owners of parent increased by 
¥20.6 billion to ¥599.3 billion in the first half of fiscal 2015. This result was 
63% of the ¥950 billion in consolidated net earnings targeted for the full year.

 As the graph on the right shows, every major Group subsidiary has 
contributed on consolidated base profits. 

 Fiscal 2015 is an important year for laying down the foundations for our 
growth in the final year of the current mid-term business plan and over the 
next ten years. I will discuss this in more detail later. First, let me review the 
progress made during the first half of fiscal 2015. 

 In our retail segment, investment products sales and the consumer finance 
business both performed well. We made progress in reviewing the Group’s 
platform of investment products sales. In the US, our new, externally recruited 
CEO established a new management structure under which we are now 
focusing on diversifying earnings sources, strengthening governance, and 
improving productivity. 

 In transaction banking, we are using our domestic and overseas networks 
more effectively to integrate cash management and commercial finance. Non-
JPY deposits have grown steadily from the standpoint of securing foreign 
currency liquidity.

 In Investor Services, MUFG agreed to acquire the alternative fund 
administration business from UBS.

 Following the repurchase in May 2015, we decided to once again repurchase 
our own shares, with ¥100.0 billion as our upper limit. Please turn to Page 8.
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 Please look at the table on the right.

 On the top line, gross profits increased year on year by ¥96.2 billion to 
¥2,109.1 billion. This reflected a strong performance in overseas operations, 
led by the Americas, plus higher profits from investment product sales, and the 
sales and trading business.

 On line 6, general and administrative expenses increased ¥53.4 billion year 
on year, mainly due to the weaker yen inflating overseas business expenses. 

 On line 7, net business profits increased by ¥42.8 billion to ¥820.2 billion.

 On line 8, total credit costs came to ¥31.0 billion, mainly due to an increase in 
allowance for credit losses.

 On line 9, net gains (losses) on equity securities, increased ¥18.0 billion year 
on year to ¥40.9 billion.

 As a result, ordinary profits increased ¥20.0 billion year on year to ¥969.9 
billion. On line 17, profits attributable to owners of parent for the first half of 
fiscal 2015 increased ¥20.6 billion to ¥599.3 billion.

 That ends my brief overview of interim results.

 Recently we have often received questions from investors, relating to our 
outlook for the impact of changing Asian economic trends and credit exposure 
to the energy sector on our credit costs. I would like to explain those issues. 
Please turn to Page 24.
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 Asian lending constitutes a third of our total overseas loans. The pie chart on 
the right shows the breakdown of BTMU’s Asian lending by country, and the 
table shows data on loans in each region.

 For instance, in China, about 60% of our loans are towards Japanese 
companies and the remaining 40% to non-Japanese clients. State-owned 
enterprises are a significant component of the latter group. Nearly 100% of the 
loans are classed as normal assets, indicating their high quality.

 As shown in the table below, the normal ratio for BTMU loans toward non-
Japanese clients is very high. This is further evidence of our conservative 
approach to credit management in these markets.

 Unlike the former BTMU Bangkok Branch, which lent predominantly to large 
companies, Krungsri in Thailand, or Bank of Ayudhya, has a broad customer 
base including small/middle sized companies and individuals. This means that 
a more stringent credit management approach is required. For your reference, 
the data on asset quality for Krungsri are on Slide 50.

 As I outlined above, we will continue to monitor our lending to customers in 
Asia closely.

 Given the current circumstances, credit costs are not the issue we are focusing 
on in our credit exposure to Asia. However, we are cautious of the possible 
impact of economic downturns on client businesses in terms of the failure to 
achieve expected growth rates. This could lead a reduction of our business 
volume with customers. 

 Next, I would like to explain our credit exposure to the energy sector. Please 
turn to Page 26.
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 As in our Asian loan portfolio, asset quality is extremely high as shown by the 
normal ratio of 95%. We are also taking appropriate steps to improve 
provisioning for loans to the energy sector on the assumption that oil prices 
will stay low for an extended period. At this point, we do not expect any 
significant losses.

 Next I would like to explain the progress of our mid-term business plan’s 
growth strategy. Please turn to Page 34.
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 The mid-term business plan that began this year features a group business 
strategy with seven elements. The progress in the first half of fiscal 2015 was 
varied, but we have generally seen good progress in each element. 

 Global business conditions are changing, notably due to the mounting risk of 
economic downturn in China and other emerging countries. We aim to sustain 
growth and improve productivity in the second half of fiscal 2015 by taking 
appropriate responses, including a review of our risk appetite. Next, I will 
explain each of the business strategy topics. Please turn to Page 37.
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 Within our retail banking franchise, I will focus on our domestic Asset 
Management operations.

 In domestic Asset Management, we are looking to maximize leverage of 
MUFG’s strong customer base and business know-how to accelerate the shift 
“from savings to investment”, while also strengthening the accumulation of 
assets under management.

 Mitsubishi UFJ Morgan Stanley Securities acted as a global coordinator for the 
recent IPO of Japan Post and its two subsidiaries. We were able to sell 40% 
of our total underwriting of ¥287 billion through financial products 
intermediation. It proved to be an emblematic example of harnessing the 
collective resources of the Group.

 This case was significant from a strategic viewpoint for two reasons.

 First, it significantly widened the horizons of our domestic Asset Management 
business. The high name recognition of the IPO ensured that we were able to 
conduct business with a very broad range of customers, including new ones.

 Second, we were able to demonstrate to the public that we incorporate a large 
Group-wide product distribution platform including BTMU’s channels. This is 
something we can use to boost the appeal of MUFG in winning mandates for 
new IPO and PO deals in the future. Please turn to Page 41.
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 Next is the SME segment.

 Base transactions such as lending and deposits are a key source of our 
competitiveness in the commercial banking model. We will expand and 
enhance these base transactions with a steady hand.

 We will also utilize our business solution capability within MUFG to strengthen 
new fees and commissions businesses.

 Amid volatile market conditions, high performance increased consolidated 
revenue from Asset Management operations. Also, we are focusing on helping 
SME owners with succession planning and implementation. The business 
succession-related business is an area in which we can apply our strengths by 
providing business solutions built on the customer’s trust. Please turn to Page 
42.
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 Next is our strategy regarding large Japanese corporates.

 Our policy is to respond to the sophisticated needs of large corporate 
by strengthening sector strategy and promoting the domestic and 
overseas integration of MUFG functions.

 We are making steady progress in this area in terms of sharing 
knowledge across the Group. Please turn to Page 43.



 Next is our strategy regarding large, non-Japanese global companies.

 In this area, we are looking to generate sustainable revenue streams by 
reforming the loan-dominated approach, creating more cross-selling 
opportunities, and shifting towards an O&D model. This policy is aimed 
especially at increasing our non-interest income.

 Recently, in the deal issuing a euro bond for the leading French utility 
company EDF, MUFG was one of the active bookrunners for all tranches. We 
were also appointed as the sole billing and delivery agent for the entire 
transaction. This was a good example of a bank-securities collaboration 
proving that MUFG had acquired approval as a global DCM player. Please 
turn to Page 45.
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 Next, I would like to explain MUFG’s Investor Services and Asset Management 
franchise at the global level.

 This is one of the areas in this current mid-term business plan that we identify 
as having strong potential amid a shift from “savings to investment”. This is 
also an area where there is scope for us to expand the scale of our operations 
significantly. 

 In the Investor Services business, MUFG agreed in June to acquire the 
alternative fund administration business of UBS. Once completed, this 
acquisition will put us in the top ten globally in terms of total assets under 
administration.

 The UBS acquisition will make it easier for us to provide local hands-on 
support to investors within the region as we continue to expand and upgrade 
globally. We will be able to enhance customer convenience through improving 
the one-stop services that we can provide under the MUFG Investor Services 
brand.

 We are also looking to pursue a non-organic growth strategy in the Asset 
Management business. Please turn to Page 46.
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 We have alliances in the Asset Management space with Aberdeen from 
Europe, and with firms based in Asia & Oceania such as AMP Capital and 
SWS MU Fund Management. We are now looking for non-organic growth 
opportunities in the US, which is the largest Asset Management market in 
the world. 

 The performance of highly talented individuals is a significant factor in the 
Asset Management sphere, which puts a premium on retaining human 
capital. That is why we work to develop these affiliates as MUFG Group 
companies as a matter of policy. However, our policy has been to start by 
taking minority stakes in each of these firms, rather than converting them 
abruptly as subsidiaries.

 We are aiming to utilize the experience and know-how MUFG has 
accumulated in the Asset Management sector. Growth via majority 
investment in the Asset Management businesses will also be one of the 
options that we will consider. Please turn to Page 48.
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 Turning to transaction banking, we have positioned this as an essential 
business for MUFG from the standpoint of supporting the growth and 
enhancement of non-interest-rate businesses and securing foreign 
currency liquidity.

 In May 2015, we created the Transaction Banking Department so that 
we can use our domestic and overseas networks more effectively to 
better integrate cash management with commercial financing. Foreign 
currency deposit balances are one of our KPIs, and we are currently 
ahead of budget in terms of the growth that we are generating in this 
area.

 We have recruited experienced bankers from the outside to head up 
regional sales functions at our major bases outside Japan. Not only do 
these external hires help MUFG to access new local expertise and 
personal networks, but they are also helping us to add value in all 
areas of business from strategy formulation to customer marketing.

 From December 2015, we plan to offer a new global suite of cash 
management and commercial finance products and related services 
under our new global transaction banking brand, COMSUITE. Please 
turn to Page 49.
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 Next, I will explain our strategy with regard to Krungsri and the US market, 
where the aim is to strengthen our commercial banking business in Asia and 
the US.

 With Krungsri, we aim to establish its position in Thailand as a Tier1 bank by 
realizing synergies with MUFG and BTMU. Krungsri and the BTMU Bangkok 
Branch were integrated in January 2015 as part of this strategy. There was 
little duplication of customers, products and services across the two banks, 
since Krungsri is focused on retail banking while BTMU in Bangkok has 
primarily serviced the needs of Japanese and large Thai companies. We 
expect to gain significant synergies by integrating these operations. 

 In fact, some of the benefits are already starting to emerge. Let me give you 
some examples.

 On the lending side, Krungsri is now extending inventory financing to local 
dealerships affiliated with Japanese car manufacturers. On the deposit side, 
the bank is gaining new salary deposit accounts from workers employed by 
Japanese companies. Krungsri has also been a lead underwriter in arranging a 
debenture issuance in Thai baht for a leading European auto manufacturer. 
Beyond operational synergies, it is tapping BTMU credit management policies 
and expertise in areas such as credit risk management. These successes give 
us confidence that there are many more gains to come.

 Next, I would like to discuss our operations in the US. Please turn to Page 51.
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 In May 2015, we appointed Stephen Cummings as the new CEO of US 
operations. A total of 11 out of 15 of the members of the policy-making board 
for the Americas are local hires. Under the new CEO, MUFG will seek to 
diversify the revenue resource of the Americas business further, build up fee 
and commission income, strengthen governance, and improve productivity.

 One of our key policies is to expand the deposit base through the development 
of online banking spanning the entire US, linked to a low-cost branch network. 
As I mentioned in relation to transaction banking, strengthening our foreign 
currency funding is a major strategic objective for us. To that end, we aim to 
maximize the advantages of having Union Bank within the MUFG Group.

 Next, I would like to explain how we plan to enhance corporate governance. 
Please turn to Page 54.
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 One of the basic policies of the mid-term business plan is to develop a 
management structure that fits with G-SIFI status. Our organizational 
framework must harness the knowledge and skills of a diverse talent 
base while enabling fast decision making and execution with 
appropriate supervisory controls and executive oversight.

 In June 2015, we adopted the corporate governance model based on 
statutory committees. We halved the frequency of Board meetings, 
while doubling each meeting time to ensure that there is adequate time 
to discuss important issues in detail. The new structure incorporates 
more external oversight, while delegating authority to executives to 
manage Group business without any undue delays.

 As I always say, actual operation is more important than the structural 
formalities of governance. Going forward, we will strive to ensure that 
our governance functions give us the flexibility to change with the times 
so that we can increase enterprise value for the benefit of shareholders, 
customers and all other stakeholders, and in line with their expectations.
Please turn to Page 56.



55



 I would now like to explain our capital policy.

 In terms of our policy on dividends, which are the core basis of shareholder 
returns, we aim for a stable and sustained increase in the level of dividend, 
based on earnings growth, with a target payout ratio of 30%.

 In fiscal 2015, we have set the interim dividend on common stock at ¥9 and 
have maintained the full-year dividend per share guidance at ¥18. However, 
our policy remains to increase total dividends in a stable and sustainable 
fashion, in line with sustainable growth in earnings. Please turn to Page 57.
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 In terms of share buybacks, we decided to repurchase up to ¥100 billion in 
common stock with the aim of improving capital efficiency and executing our 
capital policy in a flexible way. Based on MUFG’s three-pronged capital policy, 
we will continue to consider further buybacks as a way of enhancing 
shareholder returns.

 I would now like to explain our approach to capital use and related policies, as 
well as our capital management policy going forward. Please turn to Page 58.
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 Our approach to capital management continues to emphasize the importance 
of using it efficiently. Our aim remains to increase ROE, taking into account the 
international financial regulatory trends as well as the current uncertainty and 
volatility of financial markets, and the global economic outlook.

 We understand that investors calculate ROE using the JPX standard, including 
unrealized net gains on securities in the denominator. Our internal ROE 
targets are set excluding unrealized gains, which we regard as highly 
susceptible to external shifts. We expect the differences in ROE as gauged 
using the JPX standard and our internal definition to narrow over time as we 
reduce equity holdings and turn unrealized gains into actual profits.

 We will also continue to consider share buybacks under the policy, taking into 
account the regulatory capital required, as well as the amount of capital we 
need to re-invest in the business for future growth.

 We will continue to set strict internal benchmarks for the cost of capital in 
evaluating all our new strategic investments for sustainable growth. Please 
turn to Page 59.
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 Turning to our capital management policies, our aim is to balance capital 
efficiency with ensuring that we achieve solid capital adequacy in both 
qualitative and quantitative terms. 

 In line with current international financial regulatory trends, we are pursuing an 
optimal capital mix based on utilizing AT1 and Tier 2 capital instruments. 
Alongside this, we aim to improve the quality of our capital base by continuing 
to sell off strategic equity holdings.

 Achieving the best capital mix means not being entirely reliant on common 
equity Tier1 capital, but also including the requisite amount of AT1 and Tier2 
instruments in our capital base so that we can benefit from their varied 
characteristics. In line with Basel III regulatory capital requirements, we are 
targeting AT1 capital of about 1.5% and Tier2 capital of 2% on a fully loaded 
basis for 2019. Please turn to Page 60.



60

 Finally, I want to discuss the ongoing program of selling down our equity holdings. We 
have set our policy, to reduce equity holdings to approximately 10% of our Tier1 
capital over the next 5 years.

 As shown in our corporate governance report, the basic aim of our equity holdings 
from a policy perspective is to lower the risk associated with maintaining these 
shareholdings. There are two important points here.

 First, we must consider the economic rationale for maintaining an equity stake in 
customers. If our transactions with a customer in which we own equity holdings do not 
meet our economic rationality criteria, we need to either improve the profitability or 
consider selling the equity holdings.

 Second, even where there is sufficient rationale, we may sell equity holdings in 
accordance with quantitative risk mitigation. The policy outlined by the Corporate 
Governance Committee defines the overall degree of portfolio reduction and related 
target time frame.

 Please allow me to elaborate on the 10% of Tier1 capital reduction target. Our equity 
holdings were valued at 19% of Tier1 capital at the end of September. While ensuring 
suitable negotiations with customers, we are working to reduce our equity holdings 
over time, trying to avoid any negative impact on the stock market through these 
sales.

 I’ll explain why we set the target at 10%. We have conducted internal stress tests 
wherein if the Nikkei 225 index were to fall to the ¥10,000 level, we calculated that we 
would still be able to maintain a Tier1 capital ratio of 12% if we can cut the historical 
cost of our equity holdings to around 10% of Tier1 capital. 

 We have confirmed, that even under stress scenarios based on changes in market 
conditions that occurred during the Lehman crisis, MUFG’s financial results would not 
be in deficit. Our target for equity holdings reduction is based on these stress tests. 
We will maintain a close dialogue with customers as the sell-down process continues.
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 In April 2015, we started our new mid-term business plan, which is based on 
the Group’s evolution and reform to achieve sustainable growth for MUFG into 
the future. Fiscal 2015 is an important year for laying the foundations for 
growth over the next ten years.

 Conditions are becoming increasingly uncertain in overseas markets, 
especially in Asia, but we will not be deflected from making progress with 
reforms. I am confident that we will become an even stronger financial group 
after overcoming the current challenging circumstances.

 Our aim remains to be a global financial services group that is trusted and 
preferred by customers around the world by supplying services that exceed 
our customers’ expectations based on harnessing the resources of MUFG 
Group companies. I hope we can continue to benefit from your support. 
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