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 Please refer to page 5 of the presentation materials. That is what I would like 
to cover today.

 Since our CFO Mr. Tokunari already explained our financial results the other 
day during the net conference, I will review highlights of the financial results 
quickly, and talk mainly about the MUFG Re-Imagining Strategy and topics 
thereafter. 

 So please proceed to page 7. 
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 Net income for fiscal 2016 was 926.4 billion yen, down 24.9 billion yen. The 
negative forex impact, mainly due to the difference of financial years of 
subsidiaries, amounted to 35 billion yen before tax and 30 billion yen after tax.

 Among subsidiaries’ affiliates, MUAH in the US and Krungsri in Thailand made 
greater contributions than before, and diversification of income streams has 
progressed, but MUN, NICOS, and ACOM posted losses, as you can see. 
Therefore, I would like to explain more about these two consumer finance 
companies. 

 Please turn to the next page.
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 In order to strengthen earnings generation capability, NICOS posted expenses 
for structural reform and excess interest repayment resulting in lower profits 
and the reversal of differed tax assets. The company’s contribution to MUFG 
profit was therefore minus 23.9 billion yen. 

 Please move to page 9.
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 On the other hand, ACOM’s performance basically was firm. But again, the 
pace of requests for interest-free payments slowed. As a result, the company 
added 143.7 billion yen to provision for losses on interest repayment. Its 
contribution to MUFG profit was minus 28.8 billion yen.

 Yet, I must emphasize that these consumer finance companies, NICOS and 
ACOM, which are not performing as well as they should be, remain important 
to the group’s retail business strategy and payment business, which I would 
like to explain later in more detail. So, around this issue I would like to come 
back and share with you greater detail later on. 

 Please turn to page 10 for profit and loss.
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 Please take a look at the table on the right. Line 1, gross profit. Due to the 
prolonged low interest rate environment, net interest income decreased. In 
addition, in the first half of the year, sale of investment products was sluggish, 
and in the second half, global markets profit declined due to rate hikes, mainly 
in the US. Consequently, gross profit dropped 131.3 billion yen to 4,011.8 
billion yen year on year. 

 Line 6, G&A expenses. Although regulatory expenses increased, thanks to 
firm-wide cost-cutting efforts and the forex impact, G&A expenses remained 
more or less flat year on year. As a result, line 8, net operating profits, dropped 
139.6 billion yen from a year ago to 1,418.2 billion yen.

 Line 9. Total credit costs improved by 99.7 billion yen. 

 Line 10, net gains on equity securities increased by 36.6 billion yen.

 Line 14. We posted 271.4 billion yen in other non-recurring losses, mainly due 
to provision for loss on interest repayment at the two subsidiaries I previously 
mentioned and increased retirement allowance expenses. 

 The table on the bottom left shows the negative impact, the rate policy impact. 
As you can see, the NIRP impact was smaller than our original expectation. 

 Please turn to page 19. Let me explain about loans and deposits.
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 First, about loans. While our loans to governments decreased significantly, 
housing loans, domestic corporate loans, and overseas lending all increased 
slightly from a year ago. Deposits increased significantly in Japan. In total the 
deposit balance grew by amount of 9 trillion yen. Overseas lending dropped 
about 1 trillion yen, excluding the impact of foreign exchange fluctuations. 

 But overseas customer deposits, excluding intra-bank deposits, increased 2 
trillion yen; thus, we continue to cover 60 to 70 percent of overseas lending 
with customer deposits. 

 Please go to page 20 to see the lending deposit spread.
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 First, the upper left chart. The domestic loan deposit spread shrank 10 basis 
points due to a drop in market rates, but it has stabilized recently. 

 The impact of the market rate decline caused by NIRP has more or less come 
to an end. It’s fair to say that we are back in the situation where the spread 
declines only to the extent that past loans with higher fixed rate are rolled over. 

 Please look at page 23. I will explain our basic policy for bond portfolio 
management.
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 In our banking business, because deposits exceed loans substantially, we try to 
capture interest income through ALM operations centered around bond investment. 
Our basic policy is to secure stable financial income over a mid- to long-term period.

 We also manage interest rate risks at home and abroad in an integrated manner. We 
use a framework to control unrealized gains or losses of equity holdings and bonds in 
an integrated way. We rebalance the portfolio flexibly depending on the market 
environment. 

 As part of preparation for the US presidential election last year, since the summer we 
reduced the balance of foreign bonds. After the election, up to the end of 2016, we 
scaled down the position further as the US long-term rate was sharply rising. 

 After that, we rebalanced the portfolio by selling low-coupon bonds, mainly in the 
United States. As a result, at the end of March 2017, the balance of foreign bonds 
dropped by 9 trillion yen from a year ago, to about 18 trillion yen. 

 As I said, by selling low-coupon bonds, we realized some appraisal losses, but by 
realizing part of ample appraisal gains that we have on yen bonds, at the same time 
we secured net gains on debt securities for the year.

 Also, partly due to improved equity valuation gains brought about by rising equity 
prices, the valuation gains of our securities holdings overall continued to be 
maintained at a high level of over 3 trillion yen. 

 The current interest rate risk position is substantially smaller than our initial 
investment plan and also operated in a way that contains risks compared to historical 
periods when interest rates were rising. 

 In other words, we are making preparations to be flexible in the face of the changing 
environment in the future and structuring our portfolio accordingly.

 Please proceed to page 24. I would like to explain about expenses. 
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 As I said earlier, being affected by foreign exchange fluctuations, expenses 
rose slightly year on year and have not been reduced in proportion to the 
declining gross profits. As a result, the expense ratio climbed to 64.6 percent.

 We are starting to see some positive results from the expense-cutting project 
getting off to a good start in the United States, which had been an issue. But 
the challenge before us continues to be how to go about controlling the rising 
costs of regulatory expense and infrastructure, including IT systems. The 
measures for this will be described when I discuss MUFG’s Re-Imagining 
Strategy. 

 Please turn to page 25. I will explain about credit costs.
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 Credit costs for the full year were 155.3 billion yen, down by 99.7 billion yen 
year on year. For one thing, the factors regarding a large borrower from the 
previous fiscal year no longer affected us in fiscal year ’16, and secondly, the 
conditions in the US natural resources sectors settled down.

 However, in comparison to the revised four-year forecast of 150 billion yen 
announced in the interim, the credit costs were somewhat higher caused by 
factors arising in the fourth quarter involving a large borrower. 

 This fiscal year, we are projecting the credit costs to be 160 billion yen, which 
is more or less flat year on year. We are not factoring in large borrower issues, 
and with reduced NPLs, our understanding is that we have come to a point 
where not many more reversals can be expected.

 Please move on to page 32.
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 This fiscal year, our target for profits attributable to the owners or the parent is 
set at 950 billion yen. This fiscal year as well, we are forecasting that a severe 
business environment will prevail, with continued downward pressure on 
domestic interest income and declining profits from markets due to bond 
portfolio adjustments, amongst others.

 On the other hand, in this fiscal year, we are anticipating that negative income 
factors associated with our two consumer financing companies will be 
eliminated and that income contributions from our group companies will be 
increased. So with these factors reflected, we have set a slightly higher profit 
target for this year compared to the last. 

 On page 34 and onward, I would like to provide an overview of MUFG’s Re-
Imagining Strategy.

32



33



 Given that super-low interest rates persist here domestically and business 
expansion overseas is likely to be constrained in the future by foreign currency 
liquidity limitations, I must say that our firm’s business model, which relies 
heavily on conventional banking business and interest income, will be 
challenged structurally over the mid to long term. 

 What should we do if we are to aim at overcoming all these headwinds and 
become a globally competitive and resilient financial group? To answer that 
question, last summer we assembled a group of over 60 middle manager class 
employees from across the entire group and asked them to think hard, rack 
their brains if you will, as to what we should do.

 They came up with a proposal or a report, which we discussed extensively 
amongst the top management, and formulated it into this initiative. It is 
comprised of four pillars. One is the enhancement of group-based customer 
and business management. Second is business transformation through the 
use of digital technology. Third is initiatives to improve productivity. Fourth is 
reorganization of the MUFG group management structure. 

 These pillars are actually a collection of about 70 specific measures. We will 
design the details in the coming fiscal year and move to implement them in the 
next two mid-term business plans. 

 Ultimately, our objective is to achieve a roughly 300 billion yen operating 
income effect in the final year of the mid-term business plan after the next one. 
Of these measures, I would like to highlight the main points at this moment. 

 If you could please flip to page 35. This regards our wealth management 
strategy. 
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 MUFG has a rich base of high-net-worth individual customers. There are 
750,000 such customers with us, it’s over 100 million yen. But with our 
business model based on the cross-entity collaboration approach, we have not 
been able to meet their needs sufficiently. 

 Therefore, we decided to redefine this business domain and to properly 
identify and tap into these customers’ requirements for asset management, 
inheritance, and real estate-related services. We are going to assemble 
personnel across the commercial bank, the trust bank, and the securities firm 
to provide all-round financial services in a seamless fashion that is unique to 
MUFG. 

 More concretely, we will create an MUFG wealth management brand for high-
net-worth customers. And for clients with total assets over 2 billion yen, 
inaugurate a new dedicated organization that cuts across entities and 
divisions. 

 With these initiatives, we would like to achieve an incremental operating 
income effect of approximately 50 billion yen. 

 Please move to page 36 on our business for large corporate customers.
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 First, in order to build the best formation to serve our corporate customers 
based on the group approach, we are planning to transfer MUTB’s corporate 
lending business to BTMU next April. This will enable us to better clarify each 
entity’s mission and function. 

 Second, we will review our corporate customers’ segmentation. More 
concretely, we will treat large Japanese and non-Japanese corporate clients 
separately as independent segments and convert to a global cross-regional 
structure. 

 We also plan to review the ways in which the corporate banking business 
group and the global business group operate as well. 

 Please move to page 37. It’s about the enhancement of the payment platform. 
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 As is described on the left, we expect non-cash payment to grow based on 
mobile wallet and virtual and digital currency in Japan as well. In companies, 
we will use big data more actively for marketing. New players from non-
financial sectors will enter our market, and technological innovation by fintech
companies will accelerate. In such a rapidly-changing era, we will unify the 
payment platform if NICOS and MUFG’s digitalization so that MUFG as a 
group will be able to propose a new added value to society. This is our basic 
way of thinking regarding our payment platform strategy. 

 At present, NICOS is investing 150 billion yen in total to integrate systems of 
three different brands. In fiscal 2024, when this project is completed, the 
company is expected to make 35 to 40 billion yen of profit contribution. For the 
time being, IT expenses squeeze profit. Therefore, NICOS is carrying out a 
fundamental structural reform that includes headcount reduction and the sale 
of part of its business.

 In order to accelerate such an effort, MUFG recently reached a basic 
agreement with Norinchukin Bank to acquire its 15 percent equity stake in 
NICOS and make NICOS our wholly-owned subsidiary. 

 For this transaction, we will pay 50 billion yen in cash, so we will not raise 
capital which would cause dilution. It will take effect on October 1 this year. 

 On the other hand, we will continue to develop JA card business further, which 
is our joint business with Norinchukin, after transferring this business to a new 
company to be established. 

 Please proceed to page 38. It is about promotion of digitalization.
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 Digitalization is not limited to peripheral fields, such as small-amount payments 
in C2C and B2C and crowdfunding. It is spreading in a large way in 
mainstream financial services, like housing loans, transaction banking, asset 
management, sales and trading, and intra-bank settlement.

 Whether we can introduce this technology from a customer-oriented 
perspective to offer a service level the customers really want, whether we can 
fully utilize this technology to transform our end-to-end operational process, we 
believe how we promote digitalization will decisively dictate the 
competitiveness of financial institutions going forward.

 Therefore, we will invest 200 billion yen in total. With an increased top line and 
cost reduction, we aim to increase net operating profit by 200 billion yen per 
annum in the future.

 We will appoint a chief digital transformation officer newly and establish a 
Digital Transformation Division. We will also leverage expertise available 
externally to go out of the box or to free up our minds from a typical banker’s 
way of thinking.

 Please turn to page 39, about channel strategy.
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 User-friendly, speedy, frictionless, and location-free, with these key words we 
will build channels that will allow our customers to access our services anytime 
and anywhere. More specifically, for those seeking more convenient and 
speedy service, we will expand the self-service functions. We will also build 
seamless operations and service, linking online and branch-based services 
using mobile technology. 

 On top of that, we will raise the efficiency of internal administrative work. 
Depending on customer needs and transaction scenes, we may convert some 
branches to next-generation outlets. In this way, we will engage in a major 
reform of branch operations and branch networks.

 Please go to page 40.
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 We must improve productivity in various fields, including capital, human 
resources, expenses, and work style. Particularly, in order to raise productivity 
of capital, namely, capital efficiency, regarding strategic equity investment, 
even when investment is generating above-target ROI, if we determine that the 
investment in question is losing strategic significance, we will exit and 
reallocate the capital to more strategically-important investment, or even if 
investment maintains of strategic significance, we may exit on the grounds of 
capital efficiency. In a nutshell, we will stick to disciplined financial 
management.

 Please turn to page 41.
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 While clarifying the missions and functions of each company in the group, we 
will reorganize and rebuild the management structure to strengthen business 
operations and efficiency on a group basis. 

 In addition to what I have said so far, we will make Mitsubishi UFJ Kokusai 
Asset Management a 100-percent subsidiary of MUTB. The commercial bank 
will be renamed in April next year to become Mitsubishi UFJ Bank, so major 
operating companies will carry in their names Mitsubishi UFJ, as in the case of 
the group name. Through this, we will clearly send the message to our 
employees and external audience that we will be reborn as one integrated 
group. 

 The English name of the commercial bank will be changed to MUFG Bank. 
Companies in the group will emphasize the MUFG brand in doing business 
abroad. 

 Now please jump to page 58. Let me explain our capital policy.
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 The fiscal ’16 dividend is 18 yen per share, and in fiscal ’17 the forecast is also 
18 yen. Although, as I said at the beginning, with our net operating profit down 
by about 140 billion yen, our true revenue-making capabilities are being tested. 
We will maintain the level of our dividend payment. Unless major changes 
force us to change the assumptions, we will uphold our basic policy to 
maintain stable dividend payments.

 Moving on to page 59.
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 On capital policy, we are checking the capital triangle at every opportunity and 
have the division responsible for this to present several potential options. We 
then actively debate them at the Board of Directors meetings, in particular with 
the outside directors. 

 What we do is that, as is shown in the lower left, we check the soundness of 
our capital from the perspectives of international financial regulation, credit 
ratings, and our GSIB competition, review the pipeline of strategic investment 
projects for future growth, as is in the lower right, and determine the levels of 
shareholder returns, as is indicated at the top of the triangle. This thinking will 
remain unchanged going forward.

 Please turn to page 60. 

59



 Another form of shareholder return is share buybacks. Following last 
November, we made a decision to conduct a 100 billion yen share buyback. 
On top of that, being inspired by the discussions at the BOD meetings, we 
have also formulated a policy on the cancellation of our Treasury shares. The 
policy is to retain, at maximum, shares of approximately 5 percent of the total 
number of shares issued and cancel the shares exceeding the threshold. 

 As of the end of March, the shares we retained accounted for roughly 5 
percent of the total, so all the shares acquired through the buyback this time 
will be cancelled. In the future as well, in accordance with this policy, we shall 
work to improve our capital efficiency, while retaining a certain degree of 
freedom and flexibility in our capital policy.

 Page 61, please. I will discuss the reduction of our policy equity holdings. 
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 In November 2015, we presented a policy to reduce our equity holdings based 
on the purchase price to approximately 10 percent of our Tier 1 capital in the 
following five years. Ever since then, centering around the corporate banking 
business group, intensive efforts have been made to cut down on our equity 
holdings. 

 As is in the top-right table, based on the acquisition price, in the last fiscal year 
the holdings were reduced by 149 billion yen, and combined with the 
reductions the year before, 266 billion yen were cut in total in the last two 
years. Accordingly, sales proceeds of a little over 210 billion yen were posted.

 Furthermore, we are seeing a successful increase in the amount of equities to 
be sold with consents from the issuers. Therefore, this project is proceeding 
well.

 Please take a look at page 65. I would like to discuss corporate governance, 
last but not least.
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 In 2015, MUFG moved to become a committee-based firm and has the right to 
strengthen the function of the Board of Directors. On the premise that we 
obtain approval from our shareholders at the upcoming AGM in June, we are 
planning to increase the number of outside directors to eight out of the 18 on 
the board. Further, ten out of the 18 will be non-executive directors.

 Onto page 66, please.
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 Today, 38 percent of MUFG’s shareholders are from overseas. Forty percent of 
our customer business revenue comes from the global business group, and 39 
percent of our group employees are hired outside of Japan, meaning that 40 
percent of our business space exists overseas.

 Taking this situation into account, we have decided to invite two non-Japanese 
outside directors on our board for the first time, one each from North America 
and Asia. 

 From the United States, Toby Myerson. He had long been the co-head of the 
corporate practice of Paul Weiss, a world-renowned law firm handling many 
M&A deals. He is also a lead director candidate for our US subsidiary, MUAH. I 
am convinced that his understanding of our US business and M&A advisory 
experience will prove to be useful for MUFG’s future overseas business 
expansion and strategic investments. 

 From Thailand, invited is Tarisa Watanagase. She was the first woman to 
serve as governor of Thailand’s central bank between 2006 and 2010, has a 
30-year career as a central banker, and has also been an outside director of 
Siam Cement. She boasts rich experience and is thus one of the best talents 
for MUFG as the group looks to focus on Southeast Asia as our second 
mother market. 

 As a result, we are confident that we have made a well-balanced selection of 
directors in terms of their expertise, regionality, and gender. We continue to 
look forward to utilizing for our group management input from our outside 
directors, including these two.
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 Lastly, with respect to the discussions we’ve had internally since last year 
regarding MUFG’s Re-Imagining Strategy, there are two things that I have 
come to acutely feel are important, and I would like to share them with you at 
this moment. One is the need to shift to becoming a truly comprehensive 
financial services group from being a traditional commercial bank. 

 At our commercial bank there still exists this entrenched idea that the lending 
business is above everything else. We must break away from such a culture 
and become a financial group that offers truly valued services to a broad range 
of customers in a seamless and timely fashion in all the three areas of 
banking, brokerage, and asset management. That is indeed the aspiration that 
I have behind this MUFG Re-Imagining Strategy. 

 The second point is what is often pointed out by our outside directors, and it is 
that MUFG is good at drawing up a plan but weak at executing it. Going 
forward, under this initiative, whatever can be executed shall be moved to the 
due phase immediately. Even the ones where details need to be fleshed out, 
preparations will be expedited so that they can be implemented under the next 
mid-term business plan starting next April. 

 What we are embarking on is an initiative to transform ourselves into a 
globally-chosen, world’s most-trusted financial group, and a future-oriented 
structural reform to pass down such a financial group to the next generation of 
bankers. 

 We are working hard so that MUFG can shine tomorrow too. Therefore, my 
plea to MUFG’s shareholders and bondholders, as well as the rating agencies, 
is for your continued understanding and even greater support. 

 That concludes my presentation. Thank you for your attention.


