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Establishment of Mitsubishi UFJ Financial Group

In October 2005, MTFG merged with UFJ Holdings to form Mitsubishi UFJ Financial Group, Inc. At



Commencement of Tender Offer by Bank of Tokyo-Mitsubishi UFJ for kabu.com Securities Co., Ltd.

On March 5, 2007, BTMU resolved at the meeting of the Board of Directors to acquire shares of
kabu.com Securities Co., Ltd. (“kabu.com Securities”), by a public tender offer. kabu.com Securities is a
securities company which mainly provides online securities transaction services via the internet.

BTMU will make a public tender offer to purchase 94,000 common shares of kabu.com Securities at
¥240,000 per share, increasing our ownership interest of the common shares to over 40% through acquiring
shares before kabu.com Securities’ annual general shareholders’ meeting scheduled for June 2007.

The objective of the tender offer is to position kabu.com Securities as the core operation for providing
comprehensive internet financial services within the MUFG Group that meet individual investors’ diversifying





Redemption of “Non-dilutive” Preferred Securities

In January 2007, UFJ Capital Finance 1 Limited, UFJ Capital Finance 2 Limited and UFJ Capital
Finance 3 Limited, all special purpose companies established in the Cayman Islands, redeemed in total, ¥218
billion of non-cumulative and non-dilutive perpetual preferred securities. These securities were previously
accounted for as part of our Tier I capital.



Sale of UnionBanCal’s International Correspondent Banking Business

In September 2005, UnionBanCal Corporation, a U.S. subsidiary of BTMU, signed a definitive
agreement to sell its international correspondent banking operations to Wachovia Bank, N.A. effective October 6,



businesses, and provide related services to individuals primarily in Japan and the United States and corporate
customers around the world. Our results of operations and financial condition are exposed to changes in various









principal-only strips are not subject to the requirements of SFAS No. 133. SFAS No. 155 establishes a



evaluating the materiality of unrecorded misstatements. It requires the use of both the “iron curtain” and





Net Interest Income

The following is a summary of the interest rate spread for the six months ended September 30, 2005 and
2006:

Six months ended September 30,

2005 2006

Average
balance



For the six months ended September 30, 2006, provision for credit losses of ¥189.5 billion was
recorded, as compared with a reversal of the allowance for credit losses of ¥83.6 billion recorded for the six
months ended September 30, 2005.

For the six months ended September 30, 2006, provision for credit losses was recorded mainly due to
the downgrades of credit ratings of certain borrowers to whom we had large exposures and also due to the effect
of adopting SOP 03-3. On the other hand, there were upgrades of many borrowers’ credit ratings resulting from
improvements in their business performance mainly attributable to the general recovery in the Japanese
economy, as well as upgrades of credit ratings of borrowers to whom we had large exposures who made progress
in their restructuring plans.







The normal effective statutory tax rate was 40.6% for the six months ended September 30, 2005 and









Financial Condition

Total Assets

Our total assets at September 30, 2006 were ¥183.83 trillion, representing a decrease of ¥2.39 trillion
from ¥186.22 trillion at March 31, 2006. This decrease was primarily due to the decrease of ¥3.26 trillion in cash







Allocated allowance for specifically identified problem loans

The allocated credit loss allowance for specifically identified problem loans represents the allowance



March 31, 2006 September 30, 2006

(in billions, except percentagiDi6









Deferred Tax Assets



¥126.64 trillion at March 31, 2006 to ¥123.23 trillion at September 30, 2006. As of September 30, 2006, our
deposits exceeded our loans, net of allowance for credit losses of ¥94.32 trillion, by ¥28.91 trillion. These
deposits provide us with a sizable source of stable and low-cost funds. Our average deposits of ¥123.50 trillion,





Capital Ratios of Our Major Subsidiary Banks in Japan

The table below presents the risk-based capital ratios of Bank of Tokyo-Mitsubishi UFJ and Mitsubishi







Mitsubishi UFJ Financial Group, Inc. and Subsidiaries

Condensed Consolidated Balance Sheets (Unaudited)

September 30,
2005





Mitsubishi UFJ Financial Group, Inc. and Subsidiaries

Condensed Consolidated Statements of Income (Unaudited)

Six months ended



Mitsubishi UFJ Financial Group, Inc. and Subsidiaries

Condensed Consolidated Statements of Changes in Equity
from Nonowner Sources (Unaudited)

Gains (Losses), Net of
Income Taxes

Six months ended
September 30,

2005 2006



Mitsubishi UFJ Financial Group, Inc. and Subsidiaries

Condensed Consolidated Statements of Shareholders’ Equity (Unaudited)









Mitsubishi UFJ Financial Group, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)



Mitsubishi UFJ Financial Group, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)
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Mitsubishi UFJ Financial Group, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)

3. INVESTMENT SECURITIES

The amortized costs and estimated fair values of investment securities available for sale and being held to
maturity at March 31, 2006 and September 30, 2006 were as follows:
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Mitsubishi UFJ Financial Group, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)



Mitsubishi UFJ Financial Group, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)

11. EARNINGS PER COMMON SHARE









Mitsubishi UFJ Financial Group, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)

Special Purpose Entities Created for Structured Financing

The MUFG Group extends non-recourse asset-backed loans to special purpose entities, which hold
beneficial interests in real properties, to provide financing for special purpose projects including real estate
development and natural resource development managed by third parties.

The MUFG Group generally acts as a member of a lending group and does not have any equity investment
in the entities, which is typically provided by project owners. For most of these financings, the equity provided
by the project owners is of sufficient level to absorb expected losses, while expected returns to the owners are
arranged to be the most significant among all returns. Accordingly, the MUFG Group determined that it is not the



Mitsubishi UFJ Financial Group, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)

The MUFG Group identified borrowers that were determined to be VIEs due to an insufficient level of
equity. The MUFG Group determined that the MUFG Group is not the primary beneficiary of most of these
borrowers because of its limited exposure as a lender to such borrowers. Such borrowers engage in diverse
business activities of various sizes in industries such as manufacturing, distribution, construction and real estate
development, independently from the MUFG Group.

16. BUSINESS SEGMENTS

The business segment information, set forth below, is derived from the internal management reporting
system used by management to measure the performance of the MUFG Group’s business segments. Unlike
financial accounting, there is no authoritative body of guidance for management accounting. The business
segment information, set forth below, is based on the financial information prepared in accordance with Japanese
GAAP as adjusted in accordance with internal management accounting rules and practices. Accordingly, the
format and information is not consistent with the condensed consolidated financial statements prepared in
accordance with US GAAP. A reconciliation is provided for the total amounts of segments’ total operating profit
with income from continuing operations before income taxes under US GAAP.

Effective April 1, 2004, the MUFG Group implemented an integrated business group system, which
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Mitsubishi UFJ Financial Group, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)Integrated
Retail

Banking
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Mitsubishi UFJ Financial Group, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)

exercise of outstanding stock options. UNBC issues new shares for all awards under the stock plans. At June 30,
2005 and June 30, 2006, a total of 5,672,734 shares and 4,216,223 shares, respectively, were available for future
grants under the 2000 Stock Plan as stock options, restricted stock or shares issued upon vesting of performance
shares settled in common stock. The remaining shares under the 1997 Stock Plan are not available for future
grants.

In the first quarter ended March 31, 2006, the Committee determined that performance share awards granted
in 2006 are to be redeemed in shares.

Stock Options

Under the 2000 Stock Plan, UNBC granted options to various key employees, including policy-making
officers, and to non-employee directors for selected years. Under both stock plans, options granted to employees



Mitsubishi UFJ Financial Group, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)



Mitsubishi UFJ Financial Group, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)

under the liability method is equal to the average month-end closing price of the UNBC’s common stock for the
final six months of the performance period. All cancelled or forfeited performance shares become available for
future grants. At June 30, 2005 and 2006, the UNBC’s liability for the cash settlement of the performance shares
was $12.6 million and $13.3 million, respectively.
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