


a Corporate Review 2006  Mitsubishi UFJ Financial Group

Contents

Financial Highlights 1

To Our Shareholders 3

A Discussion with the President 4

Financial and Operation Review 11

Global Activities 26

Corporate Social Responsibility 30

Corporate Governance 34



http://www.mufg.jp/english/ir/fs/)


Mar 31 Mar 31
2006 2005 % change

Balance Sheet Data

Total assets ¥187,046.7 ¥192,839.1 (3.0%)

Loans and bills discounted 85,763.1 83,801.0 2.3%

Total liabilities 177,220.4 184,991.9 (p.0%)

A ass Quabilyet Data
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MUFG has made significant progress since its formation in October 2005. The integration of

MTFG and UFJ companies, including the criticam0hnweafgobethat took plaincen January
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banks that were combined, we wanted to be certain that the integratiord, w9d go

smoothly in every way. We performed exhaustive tests that included full-scale operatiordof

systems. We even completed the integratiordof some systems and services prior to the

integratior. Thanks to this intensive preparatior, The Bankdof Tokyo-Mitsubishi UFJ served

customers wit.enks iyor disruptiors or other difficulties from day one. 

Since last October, I have been constantly urging our employees to concentrate ordmaking

MUFG a financial group that is No. 1 in terms of services, reliability and global coverage.

Momentum toward reaching these goals is growing. Our highly motivated and talented

workforce has been producing an increasing amount of benefits since the integratior. One

example is the strong sales of investment trusts, insurance annuities and other investment

products. This performance reflects our ability to supply innovative products and services

that precisely match our customers’ needs. Another highlight is the growing strengt.eof

our investment banking and settlement businesses as we tap the collective knowledgeeof

MTFG and UFJ. 

We are making steady progress concerning many integratior-related issues. Work is pro-

ceeding on schedunt et tap ten comd the integratiod cuexhcp tenu1 i some sy.o the

ceulties ince the integratFior Tw
-tment
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and opportunities for new businesses, such as ser-

vices that use the Internet. 

Investment product sales, consumer finance and

housindm103s arse themain souricesof earnsins in 

activnit iesin al le tree cratgortie. Ate thesamse ime, 

we willerein foce internialmanagetmentsyste
eexe-ur 

acaicandtincreat uR6 rtaif earnsinet. 
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Highlights of Consolidated Statements of Operations

Consolidated gross profits were up ¥208.0 billion compared to fiscal 2004, mainly due to

growth in fees and commissions. However, expenses increased ¥227.5 billion, largely owing to

Financial Review for Fiscal Year Ended March 31, 2006

The following discussion reflects the simple sum of MUFG and UFJH (April to September) for FY2005, the simple sum of

MTFG and UFJH for FY2004 and as of the end of March 2005.

11.52%*

3

5.91%*

4

Capital Ratios*2

Mar 31
2005

Mar 31
2006

BIS risk-adjusted 
capital ratio

Tier 1 ratio

Billions of Yen

1,716.3

-216.1

1685.53

1181.71
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Retail Business
• Net operating profits up 43.3% to ¥382.7 billion

• Sales of investment products up significantly

• Income from consumer finance grows through consolidation

of UFJ NICOS
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Gross profits increased ¥213.9 billion, or 23.3%, to ¥1,130.9 billion. Sales of investment

products were strong and the securities business performed well as individuals in Japan

continued to shift assets from savings to investments. There was a large increase in
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Investment Product Sales

Income from investment products increased ¥35.6 billion to ¥149.3 billion. Total sales of

investment products, including investment trusts, insurance annuities and securities

intermediation products, surged 57% to ¥4.1 trillion. The securities intermediation
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Consumer Finance

Income from consumer finance rose ¥141.6 billion to ¥7.11[h 09 ais large increasFinan0 -2.10515 D 2006
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Corporate Business

Net opepor7.6.9(ing ppor7.6.oor)11(f(Mi up 495% to ¥1y.67.0eillioness)]TJ
9 0 0 9 129.3499.22.3 Tm
9 T(•up)T1.17 0 0/F337.673 9 .22.3 Ts
-0.0001 T[Stppor7.6.inggppo6.86.oor)11wth in loans and other bpor7.6e Busin in opor7.6vooreppo6.86seas bpore Business
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SME Business



Mitsubishi UFJ Financial Group  Corporate Review 2006 21

Investment Banking

Domestic investment banking income increased ¥13.7 billion to ¥313.2 billion. Growth in

syndicated loans was an important source of this increase. By broadening the customer

base of these loans to middle-market companies and SMEs, we raised the number of

syndicated loans arranged in fiscal 2005 by 120 to 1,040 and increased the volume of

syndicated loans extended by approximately ¥1 trillion to ¥6.8 trillion. Due to the change

in the interest rate environment in Japan, there was increased demand for derivatives in

order to hedge risks associated with expected higher interest rates and for deposits with

derivatives. Currency options also performed well as a result of strong sales of products to

bankinstaffEs,hons eed hitelknowl hedabldgeboutng the customs’iind curani, co
(o Firath)Tj
T*
210958 Twg thfuncopties o
(bankian,r cu,osecuritanies ano, thin elders tdes ordeimmateadviourthatath)Tj
T*
2.0326 Tprec raateoxicf t eachthaqueihronm. Wher tr, cnmen. Due deepen, cllgebrpooptiamonking
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Trust Assets Business
• Net operating profits up 80.8% to ¥38.6 billion

• Higher business income from investment trust management and

administration business

• Expansion of pension business continues
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MUFG is deepening ties among the retail operations of its bank, trust bank and

securities company to further enhance the ability to offer high-quality products to

customers in a timely manner. As for sales channels outside the group, efforts are focused

mainly on providing more products to regional banks. In the investment trust

administration activities, we will try to maintain and increase the dominant share in the

market by upgrading administrative services to serve the growing volume of securities

investments in developing countries.

Custody

Gross profits increased ¥5.4 billion to ¥17.5 billion. The balance of both the domestic and

global custody assets continued to grow. 

MUFG is providing further value-added services by using an integrated securities

lending framework in association with our domestic and overseas network (Japan, North

America and Europe). Other objectives are to increase the volume of assets under custody
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(Japan)

To provide workplaces that make it even easier for employees to perform their jobs, MUFG is
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Environmental Statement 

We, the directors and employees of MUFG, recognize that protection of the global envi-

ronment is the responsibility of all human beings and, as a good corporate citizen, MUFG

fulfills its social responsibility by working actively toward the realization of a sustainable
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Operational Management Framework

MUFG has adopted a group organizational struc-

ture that features cross-integration along func-
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Business Continuity Management

Based on a clear critical response rationale and

associated decision-making criteria, MUFG has

developed systems to ensure that operations are



At each subsidiary bank, we have in place a

system of checks and balances in which a credit

administration section that is independent of the

business promotion sections screens individual

transactions and manages the extension of credit.
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Operational risk is the risk of losses caused by

defective internal controls or by external factors.

Operational risk refers to the risk of losses caused

either by internal factors (defective, inadequate or

erroneous operational systems or processes), sys-

tems failure or external factors such as a natural

disaster or other major emergency. The term

includes a broad range of risks that could lead to

losses, including operations risk, information asset

risk, legal and compliance risk, and tangible asset

risk. As an inherent part of business activities,

such risks affect not only financial institutions but

also other enterprises. Many examples of these

risks have come to light in the media in recent

years. The Basel II international capital framework

requires banks to charge operational risks to 

capital, underlining the need to build and develop

systems to manage such risk.

For appropriate operational risk identification,

assessment and measurement, as well as monitor-

ing and control, we are developing a risk man-

agement system that includes loss data collection

and monitoring, control self-assessment (CSA),

and measurement of operational risk.

Group subsidiaries have established internal

standards on loss data collection and monitoring.

Efforts are focused on ensuring accurate assess-

ment of the status of operational risk-related loss-

es and the implementation of appropriate

countermeasures, while also building up databas-

es on loss events.

Liquidity risk is the risk of incurring losses if a poor

financial position at a group company hampers

the ability to meet funding requirements, or

necessitates fund procurement at interest rates

markedly higher than normal.  

Major subsidiaries maintain appropriate liquidi-

ty in both Japanese yen and foreign currencies.

Major subsidiaries manage the daily funding

mechanism and the funding sources, such as liq-

uidity gap, liquidity-supplying products such as

commitment lines and buffer assets.

In relation to its total liquidity risk, MUFG has

established the following categories to assess

group-wide liquidity risks: Normal, With-Concern,

and Critical. The front offices and risk manage-

ment offices of the holding company and of

major subsidiaries exchange information and data

on cash flows even at the Normal stage.  At higher

alert stages, we centralize information about 

liquidity risk and group-wide responses.  We have

also established a system for liaison and consulta-

wows ey-supplying prode rn bprearttion afr emergencyes,
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of managers with specific responsibilities for infor-

mation security issues, the establishment of inter-

nal rules and procedures, training courses

targeting all staff and the implementation of mea-

sures to ensure stable IT systems control. MUFG





52 Corporate Review 2006  



Mitsubishi UFJ Financial Group  Corporate Review 2006 53

●● Accounting Auditing Hotline

MUFG has set up an accounting auditing hotline to be used to make reports related to instances

of improper practices (violations of laws and regulations) and inappropriate practices, or of prac-

tices raising questions about such impropriety or inappropriateness, regarding accounting and

internal control or audits related to accounting in Group companies. The reporting process works

as follows, and may be carried out via letter or e-mail.

Hokusei Law Office

Address: Kojimachi 4-3-4, Chiyoda-ku, Tokyo 

e-mail: MUFG-accounting-audit-hotline@hokusei-law.com 

When reporting information please pay attention to the following: 
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●● Mitsubishi UFJ Trust and Banking As of June 28, 2006

Board of Directors

CYGman06
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● Bank of Tokyo-Mitsubishi UFJ’s operations appear in black    Mitsubishi UFJ Trust and Banking’s in blue  
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Luxembourg
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Mitsubishi UFJ Financial Group, Inc.

Date of Establishment: April 2, 2001

Head Office: 7-1, Marunouchi 2-Chome, Chiyoda-ku, Tokyo 100-8330, Japan
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