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 Please look at the presentation material page five that shows the contents of the
presentation. I would briefly cover the some highlights of fiscal 2015 financial results, 
and then would like to spend more time on our growth strategy and our capital 
strategy. Please go to page seven. 
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 There are the key points of fiscal 2015 results. Last year, in addition to low interest 
rate, deceleration of the Asian economy, unstable market environment, there were 
specific borrower factors and declining commodity prices leading to higher credit cost. 

 Facing such a tough business environment, profits attributable to owners of parent 
was 951.4 billion yen down 82.3 billion yen year on year. 

 By subsidiaries and affiliates, Morgan Stanley increased its contribution due to strong 
results in the first half of the last year, while MU NICOS recoded losses.

 For shareholder return, dividend per share in 2015 is kept at the same level as last 
year at the 18 yen. 

 And following on from last November, we will be implementing acquisition of our 
shares up to 100 billion this May. 

 Strategic equity holdings have been reduced by about 120 billion yen on an 
acquisition cost basis. please go to page eight.



8

 Let me discuss a P/L in some more detail. Look at a chart on the right. 

 Line 1, gross profits. With long low interest rate environment and the strengthening of 
the yen, profits from loans and deposits declined for domestic and overseas with the 
stagnation of the market in the second half of the last year. Retail investment products 
business were slow. As a result, gross profits were down 85.8 billion at 4 trillion 143.2 
billion. 

 Line 6, G&A expenses, there were foreign exchange factors and the number was 
almost flat year on year at 2 trillion 585.2 billion. There were additional expenses 
associated with overseas regulatory responses but we were trying to keep our 
expenses down. 

 As a result, our net business profits in line 7 were down 87 billion year on year at one 
trillion 557.9 billion. 

 Line 8, total credit costs were 255.1 billion. In addition to the domestic large specific 
borrower issue, credit cost were higher due to natural resources and energy related 
factors. 

 Line 9, net gains on equity securities were 88.3 billion. The number includes 94 billion 
or so of gains of sales of strategic equity holdings. On the other hand, some stocks 
incurred impairment losses and there were write down of 25.3 billion. 

 Line 13, other non-recurring gains and losses, it was 82 billion of losses mainly 
caused by interest repayment expenses at ACOM and NICOS. Please go to page 16.
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 As shown on page eight, expenses are kept almost flat, while gross profits are lower 
year on year. As a result, the consolidated expense ratio was 62.3%. Under the 
current circumstance, in order to achieve around 60% target of mid-term business 
plan, we are planning to improve our marginal expense ratio and working on 
productivity enhancement.

 Especially in the Americas business, we were working on removing duplicating 
functions between east and west, rolling out self-service branches at MUFG Union 
Bank reducing outsourcing costs and other several hundred initiatives. 

 In Europe, our branches in continental Europe are now being integrated under the 
existing local subsidiaries in Amsterdam, the Netherlands. A major cost factor in 
today's financial industries is regulatory cost. The integration will allow us to 
concentrate on a single authority. 

 Over the mid-to-long term, we would like to be consciously working to reduce 
expenses by ICT utilization. Please go to page 21.
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 Let me talk about the state of our credit costs and loan assets. 

 As mentioned on page eight, last year's total credit costs were 255.1 billion and our 
plan for this fiscal year is 210 billion. The trend is turning from the low levels that 
continued for some time, there is a number of factors behind this. 

 But excluding the large specific borrower factor, of the credit costs of last year, natural 
resources and energy sectors accounted for 75 billion constituting a large portion. 
And as for this fiscal year, based on the assumption that WTI is 35 dollars, we are 
estimating the same amount of credit costs this year. 

 But dividing the total credit costs by the loan balance, the credit cost ratio in 2015 is 
22bps, which is lower than 30 bps on average over the past 10 years. Therefore, we 
believe that this level is within a manageable range.

 Let me talk about our credit exposure to natural resources related sectors. Please go 
to page 23.
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 MUFG has been conducting its stress tests for the Oil and Gas sectors from February 
of last year. Based on that result, we have been making disclosure of our exposure to 
the so-called "upstream" and "vertical integrated" sectors, which were estimated to 
have higher probabilities of credit costs being incurred. 

 This time, when resource prices continue to be unstable and investors have 
heightened their interests, we have decided make disclosure including the "mid-
stream", "down-stream" as well as the "mining" sectors. 

 On this basis, our total credit exposure is 10.4 trillion yen. After deducting collaterals, 
guarantees and allowances, net exposure is 6.9 trillion. For your information 10.4 
trillion is around 6% of our total credit exposure of MUFG.

 Next, asset quality by region and by sector, please go to page 24.
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 As you can see, of Oil and Gas exposure, credit risk materialized mostly in the 
upstream sector, which we have been disclosing from before. By region, the Americas 
accounts for most of it. 

 The non-performing loans in the mining sector was incurred in Australia. On the other 
hand, NPL in other regions and segments are quite limited. As for segments where 
NPL are concentrated, details can be found on page 25.
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 Please look at the top chart, line 7. It shows the amount that is unsecured and not 
covered by allowances. Currently about 90% are secured through collaterals, 
guarantees and allowances.

 Lastly, we don't necessarily consider that the fact that we have been actively lending 
to the natural resources and energy sectors as the world's largest lender itself was a 
mistake. For Japan, securing natural resources and commodities is important. We 
have been taking on an pioneer role in this area for many years. Right now, we are 
rolling that out to overseas business as well. We will continue to closely monitor 
commodity market trends, try to rebalance and appropriately manage our portfolio.

 Please go to page 34.
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 This page shows financial target for this fiscal year. Our target profits attributable to 
owners of parent is 850 billion, lower by 100 billion from last year. 

 There is a number of reasons. On a pre-tax basis, let me give some rough numbers 
by factor. 

 First, as an impact of negative interest rate through lower margins, profits from 
deposits and loans are down 35 billion. 

 Since interest rate are in negative territory, it has been difficult to conclude interest 
derivative contracts, which is expected to have a negative impact of about 35 billion. 

 Due to market uncertainties, there are concerns of lower fee revenues from 
investment products sales and we are assuming 30 billion of negative impact.

 We are also anticipating the possibility of lower profits from overseas business due to 
a strengthening of the yen. Specifically, we have revised our assumption of 115 yen 
to the dollar in a current mid-term business plan to 110 yen and factoring in a 
negative impact of about 22 billion. Please go to page 36.
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 Let me talk about our initiatives in this fiscal year in response to the current business 
environment. 

 MUFG recovered quickly from the Lehman shock and has been improving its financial 
performance. But now we are confronted with a headwind. The biggest theme for this 
fiscal year is how to face and come through this adverse environment.

 In our mid-term business plan, we adopted three shared focuses of "customer 
perspective", "group driven approach" and "productivity improvement" to develop a 
sustainable business model that is unique to MUFG. I believe that in order to 
overcome the current headwind, accelerating this basic policy and strategy is exactly 
what we need to do.

 First, in addition to controlling our risk assets appropriately including reduction of 
strategic equity holdings in order to secure stable profit, even in difficult environment, 
we need to promote effective utilization of group business resources and implement 
cost reduction measures.

 Secondly, we need to demonstrate our group’s comprehensive capabilities which is 
the strength of MUFG and through provision of value-added solutions and services 
and meeting the precise need of our customers. We should be enhancing and 
increasing our new profit bases.

 Next I would like to talk about negative interest rate, please go to page 37. 
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 Japan has been in a low interest rate environment for a long period. But with the introduction of the 
negative interest rate policy by BOJ, there are now further downward pressures on interest rates. 
Due to low oil and commodity prices and deceleration of the global economy, the BOJ probably 
introduced this policy thinking that the hurdle is now higher to end the deflation. But unfortunately at 
this moment, we cannot say that the policy is proving the effectiveness either in corporate capital 
investment or a shift from "savings to investments" by the household sector.

 The negative interest rate policy would at least push down net interest income over the short term 
which would be a burden of banking business. Profits from loans and deposits on BTMU and 
MUTB consolidated basis in Japan is 650 billion which is about 15% of MUFG's consolidated gross 
profit of 4.1 trillion. One could say that dependence of these profits is relatively low but as I said 
before, since this would have an impact on our flow fee business, we are trying to expedite our 
countermeasures.

 We have already lowered interest rates on ordinary deposit and to our financial institutions 
customers, we are applying fees on parts of nostro accounts. And to our corporate customers, we 
are monitoring changes in large deposit balances and negotiating with our customers with the view 
to total profitability. Furthermore in each business area, to boost profits or to reduce expenses, 
more than 100 ideas have been generated. Taking into considerations of reputational risk, we will 
be studying feasibility and priority and trying to implement the ones that we can.

 For example, to promote a shift from yen deposits to other investment products, we are enhancing 
our product lineup reflecting the current business environment. And we will also focus on foreign 
currency deposits as well.

 For the corporate business, we will revise our traditional thinking of "taking customer deposits to 
cover the cost of other services". We will try to improve our business structure. We will try to 
provide services where customers appreciate value-added so that we get compensate in the form 
of a fee. That should be the normal way of business. We will try to come up with ideas.

 Also to bring together our group's comprehensive strength and to consider drastic measures 
including structural issues, we have organized a project team composed of mid-level core 
personnel. This cuts across various entities and business groups. by the end of the year, we will be 
having thorough discussions to reform our business model to enable sustainable growth in this 
disruptive environmental change. Please go to page 38.
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 I would like to discuss asset management business in retail sector.

 Needless to say, not only in terms of increasing non-interest income but in terms of 
responses to the negative interest rate, this business which encourages shift from 
savings to investments amongst retail investors is extremely important.

 In order to achieve sustainable growth in this field, it is important to fulfill 
fiduciary duty namely 1) to quickly enhance product lineup to meet customer life 
stage, risk appetite and the environment, 2) to provide necessary and sufficient 
information for customers to make decisions and 3) to distribute through appropriate 
channels.

 As shown in the significant results achieved through Japan Post IPO, this is an area 
where MUFG group's full-range of capabilities can be effectively demonstrated. Not 
only at the private bank securities but in the retail asset management businesses of 
our Bank, Trust Bank and Securities companies, Morgan Stanley's wealth 
management expertise and systems will be introduced.

 Next, I would like to discuss the systems integration of Mitsubishi UFJ NICOS, please 
go to page 40.
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 Mitsubishi UFJ NICOS is the core entity within MUFG group in cashless settlement 
business. It aims to become recognized as "a trusted No.1 company in the cashless 
business".

 A credit card market will enter into full-scale growth stage driven by further growth on 
EC market and accelerated shift towards non-cash payments. Based on that 
awareness, NICOS will focus on six initiatives utilizing MUFG group-wide 
comprehensive capabilities.

 In particular, strategic alliance with top-tier partners in collaboration with the bank. Our 
policy is to grow this into a large pillar that includes BtoBtoC and payment service 
using cutting edge technologies.

 To raise a foundation for such growth, this time decision was made to integrate three 
systems which was a long-standing challenge since the merger. The total investment 
amounts to 150 billion yen. This is a long-term project spanning six years. 

 Since systems expense will be incurred in advance, it will be weighing down on a 
profit. The reversal of the differed tax asset as a result was the main reason that 
NICOS posted net losses in fiscal 2015. But by grappling with this and executing 
investment, we aim to revive NICOS as a competitive payment service company.
Please go to page 43. 
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 The other day, MUFG acquired 23 percent and Mitsubishi UFJ Lease acquired 4.2 
percent of Hitachi Capital shares from Hitachi Ltd. through bilateral negotiations. 

 The five companies, Hitachi Ltd., Hitachi Capital, MUFG, Bank of Tokyo-Mitsubishi 
UFJ, and Mitsubishi UFJ Lease have agreed to a business alliance, including social 
infrastructure business. 

 After this transaction, Hitachi Capital will become MUFG’s equity method affiliate. 
Furthermore, after concluding the MOU, Mitsubishi UFJ Lease and Hitachi Capital 
plan to begin consultations at an appropriate timing towards strengthening the 
alliance, including business integration. 

 Our objective is to strengthen the competitiveness of the two companies through this 
business and capital alliance. Leveraging on this alliance we would like to build an 
open financial platform that supports the infrastructure industry in Japan and would 
like to lead it to global competitiveness of the Japanese infrastructure industry. Please 
go to page 45.

43



44



 Recently the need for infrastructure is growing globally. The infrastructure finance 
market is expected to grow substantially as well. On the other hand, Japanese 
companies are often outbid in a competition. One of the reasons is finance. Western 
companies often make a package proposal where the manufacturer and affiliate own 
bank provide everything from equity to loan.

 Under such circumstances, to enable Japanese companies to win more social 
infrastructure projects, we would like to build an open financial platform with a 
financing arrangement function, including equity financing, to capture wide-ranging 
business opportunities with other manufacturers, trading companies, and financial 
institutions.

 Next, I will discuss sales and trading. Please go to page 47. 
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 During the last fiscal year, due to the slowdown in the Asian economy, customer flow 
declined and there was a structural reform of domestic derivatives transactions; thus, 
the environment was difficult. 

 But in Japan and abroad, advances were made in collaborations with commercial 
banking and securities, and transformation in Japan is well under way to shift away 
from funding derivative business to FX and asset management business, gross profits 
for 481.7 billion yen down only 3 percent or by 13.4 billion year on year. These 
measures have been effective, more so than expected. 

 I will now turn to transaction banking. Please go to page 51.
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 In this area, non-interest business has been enhanced, and to ensure foreign currency 
liquidity, we have been focusing on this business as an area to be enhanced further for 
reinforcement since the last med-term business plan. 

 One of the important KPIs, the balance of foreign currency deposits, we achieved 
significant growth exceeding the plan.

 Regional sales heads were hired and assigned to major locations overseas, and they 
are introducing the expertise, experience, and personal connections. They are quickly 
proving to be effective, from strategy development and education to customer 
promotion. 

 A new global common brand, COMSUITE, was introduced. We are continuing with 
efforts to strengthen product competitiveness. As a result, we were awarded the Asian 
Banker Award and entered the top 10 in the Euromoney ranking. 

 Please go to page 54. I will now discuss the Americas business strategy.
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 In the United States, an American, Stephen Cummings, became CEO in May last 
year. In December, Donna Dellosso was appointed as new CRO. Donna has more 
than 30 years of experience in risk management and most recently served as CRO at 
JPMorgan Chase Bank and has a wealth of experience. With this, in the United 
States the single leadership structure in each area after east-west integration is more 
or less complete. 

 As for the business structure in the United States, to respond to prudential regulation, 
MUAH was made an intermediate holding company in July and US subsidiaries of 
various MUFG entities will come under its umbrella. Transitioning into the new 
structure will strengthen capital and liquidity management and risk management, and 
it will further enhance governance. 

 In the meantime, the cost of meeting financial regulations is rising. The improvement 
of efficiency and productivity of the US business is an urgent issue. 

 In February this year, to eliminate duplication between BTMU and MUB, 
reorganization was implemented. Even now the expense structure is being thoroughly 
analyzed and an action plans are being developed to reduce the expense further. 

 At the same time, as we enhance gross profit in businesses, such as non-interest 
business, we will strive to improve efficiency and productivity where we are still at a 
relative disadvantage to our peers. 

 Please go to page 58 on governance.
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 The other day a resolution was adopted to introduce a performance-based stock 
compensation plan that uses trust as a new incentive plan for directors of MUFG and 
its core companies. 

 In the existing stock option system, there was a strange side effect of reverse 
incentive where a larger number of stocks were being conferred when the stock price 
declined while the directors were in office. With the decision, the existing system is 
abolished and a Western style of stock compensation scheme is to be introduced, 
whereby the same interest as shareholders will be shared by the directors. 

 As KPIs to measure the achievement of the performance by directors, EPS growth 
and market capitalization, etc. are introduced to clarify that the management is to work 
towards sustainable growth of the company and enhancement of corporate value over 
the medium to long term.

 Please go to page 59 on capital policy.
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 Amongst the directors, including outside directors, every time, capital policy is 
discussed using this triangle. 

 The bottom left corner of the triangle is the soundness of capital, which is checked in 
light of international financial regulations, rating, and comparison with G-SIB 
competitors. The bottom right corner is the potential for future growth, and the pipeline 
of strategic investments is examined. And then at the top of the triangle, further 
enhancement of shareholder returns is discussed. At the moment the business 
environment is changing significantly but the basic thinking remains unchanged. 

 Please go to page 60, the core of the shareholder return. 



 The dividend policy emphasizes stability as before. As shown in the graph, it has long 
been a policy to raise the dividend level in a stable and sustainable way through profit 
growth. 

 This fiscal year the targeted profits attributable to owners of parent was 951.4 billion, 
lower than the actual achieved last fiscal year, which was 1 trillion 33.7 billion. But 
with the emphasis on stability, the dividend level will be maintained. We will continue 
to maintain the basic policy of stable dividends and will keep in mind a 25 percent to 
30 percent range of dividend payout ratio in managing the business. Please go to 
page 61.
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 Another measure for shareholder return is repurchase of own shares. In what was a 
repeat of last November, 100 billion repurchase of own shares was decided. We will 
continue to look into the possibility based on the notion of the triangle of capital policy 
that I described earlier. Please go to page 65.
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 I would now like to discuss reduction of strategic equity holdings. We explained last 
November the policy of reducing the strategic equity holding to around 10 percent of 
Tier 1 capital based on the acquisition cost of the shares in the next five years.

 Under this policy, each entity developed a plan quickly and set priorities and began 
consultations with the core customers. As a result, 120 billion yen of strategic equity 
holdings have been reduced in the last fiscal year. If we look at the fourth quarter 
alone, 70 billion of strategic equity holdings were sold. We are adding to the number 
of customers who have agreed to the sale of strategic equity-holding. So far, we think 
that the project has been making good progress.

 As mentioned at the outset, we are now faced with a more adverse environment in 
managing the financial institution; however, the med-term policy of business 
transformation in each business area and improvement of productivity in human, 
physical, and financial resources remain unchanged. We will overcome the difficulty 
by accelerating these efforts. I would like to ask for your continuous support and 
understanding. Thank you.
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