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Profile

The Chuo Mitsui Trust and Banking Co., Ltd., formed on
April 1, 2000, through the merger of The Chuo Trust and
Banking Co., Ltd., and The Mitsui Trust and Banking Co.,
Ltd., is already more than the sum of its integrated parts. The
Bank has maximized its enhanced scale and expertise to accu-
rately meet the diverse needs of the market with a range of
financial products and services for individuals and corporate
clients and firmly cement its place as one of Japan’s leading
trust banks, with more than ¥43 trillion in trust assets under
management and more than ¥41 trillion in total funds.

Endowed with a healthy financial standing and a business
foundation that fosters profitable responses to changes in the
operating environment, Chuo Mitsui Trust will continue to
demonstrate to the fullest degree the merits of the merger and
forge a stronger, more efficient business structure.
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Financial Highlights

The Chuo Mitsui Trust and Banking Company, Limited

Years ended March 31, 2001 and 2000 Millions of
Billions of yen U.S. dollars (Note 2)

2001 2000 2001

Consolidated

For the Year Total Income ¥ 657.6 ¥ 1,011.2 $ 5,307.1
Interest Income 232.5 378.5 1,876.9
Trust Fees 124.4 126.8 1,003.8
Fees and Commissions 56.9 57.3 459.6
Total Expenses 611.0 891.4 4,931.8
Interest Expense 143.3 282.6 1,156.2
General and Administrative Expenses 186.3 201.2 1,503.7
Income before Income Taxes and Minority Interest 46.5 119.9 375.4
Net Income 23.1 47.8 186.1
At Year-End Total Shareholders’ Equity ¥ 7785 ¥ 1,140.0 $ 6,283.5
Total Assets 13,888.0 15,297.5 112,090.4
Loans and Bills Discounted 7,707.5 7,740.5 62,207.2
Investment Securities 4,261.6 4.976.6 34,395.5
Deposits 7,860.5 7,910.2 63,442.0
Trust Assets 43,451.5 44.404.9 350,698.0
Capital Adequacy Ratio® 10.76% - —
Chuo Trust — 8.77% —
Mitsui Trust — 15.19% —
Non-Consolidated
Gross Business Profit ¥ 305.0 ¥ 2902 $ 24622
Operating Expenses 178.4 190.0 1,439.9
Transfer to the General Reserve for Possible Loan Losses 0.7) 5.3 (5.7)
Business Profit (Gyomu Juneki)** 127.4 94.9 1,028.0
Business Profit before Trust Account Write-Offs** 165.1 156.1 1,332.7
Effective Business Profit** 164.4 161.5 1,327.0

Notes: 1. Figures for fiscal 1999 are combined totals from The Chuo Trust and Banking Company, Limited, and The Mitsui Trust and Banking Company, Limited.
2. U.S. dollar amounts stated in this annual report are translated solely for convenience at US$1=¥123.90, the rate prevailing on March 31, 2001.

* Capital Adequacy Ratio is presented in accordance with the domestic standard set forth in the Banking Law of Japan.

** These terms are defined on page 42 in the financial section.
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A Message from the President

Operating Environment

Fiscal 2000, ended March 31, 2001, was characterized by major transformation of the
operating environment of Japan’s financial institutions. Some of the most notable changes
were the preparations undertaken ahead of the business integration of several big banks, the
entry of new competitors from outside the industry and advances in financial techniques and
information technology.

To cope under these conditions, Chuo Mitsui Trust focused on the establishment of a
strong business structure with a highly profitable operating foundation and a solid financial
standing. This message provides insight into the Bank’s management direction and highlights

the Bank’s performance in its first year of operations.

Fiscal 2000 Performance*
*Figures for fiscal 1999 are the combined totals from Chuo Trust and Mitsui Trust.

While business profit (gyomu juneki) may generally define profitability in the core business
of ordinary banks, it does not adequately reflect the profitability of core operations at trust
banks. A more appropriate indicator of a trust bank’s profitability is business profit before
trust account write-offs.

In fiscal 2000, Chuo Mitsui Trust’s non-consolidated business profit before trust account
write-offs grew 5.7%, to ¥165.1 billion. This increase mirrors steady improvement in proceeds
from sales of bonds and higher fees and commissions on the sale of investment trusts, an area
the Bank is tackling in earnest. It also reflects a dramatic reduction in expenses, especially
outlays for personnel and premises and equipment, achieved through the bold and accelerated
implementation of restructuring in this first year of merged operations.

The Bank marked a 25.5% decrease in the burden associated with processing problem
assets. However, the failure of several large-lot borrowers due to the prolonged economic
slump, and the need for additional reserves, paralleling more rigorous self-assessment, led to
the disposal of ¥181.0 billion, comprising loans worth ¥143.3 billion in the banking account
and ¥37.7 billion in the trust account.

Consequently, non-consolidated net income decreased 51.7%, to ¥24.0 billion, and net
income per share amounted to ¥22.85.

On a consolidated basis, business profit before trust account write-offs edged up 8.7%,
to ¥169.4 billion, although net income fell 51.8%, to ¥23.1 billion. Net income per share
was ¥21.95.

At March 31, 2001, the Bank’s non-consolidated capital adequacy ratio stood at 10.79%, a
0.74 percentage point improvement compared with the previous fiscal year, and its

consolidated capital adequacy ratio was 10.76%, up 0.73 percentage point.

The Chuo Mitsui Trust and Banking Company, Limited



Management Direction

Chuo Mitsui Trust maintains five priority objectives that will help the Bank quickly and fully

realize the merits of the merger and establish a sound business structure that enables swift and

suitable responses to whatever challenges the operating environment presents.

(1) The Bank will effectively allocate management resources to the strongest operations
and build an operating structure underpinned by excellent levels of efficiency and
competitiveness.

(2) To reinforce administrative integrity, the Bank will execute a bold and accelerated
restructuring plan that hinges on the prevailing financial health improvement plan.

(3) The Bank will demonstrate its trust-banking expertise and provide distinctive, high-
quality products and services that satisfy diverse client needs.

(4) As a measure of accountability, the Bank will further enhance existing internal
management systems to ensure the health and appropriateness of its business activities.

(5) The Bank will gain the respect of society by aspiring toward highly transparent

management practices and effecting more thorough disclosure.

The Chuo Mitsui Trust and Banking Company, Limited
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Business Strategies

Chuo Mitsui Trust will prudently distribute management resources and further enhance

inherent capabilities in four key areas to forge a profitable business foundation.

(1) In the area of individual services, the Bank will pursue consultation-style banking services
fine-tuned to clients’ stock-oriented needs.

(2) In the provision of asset-management and asset-administration services, the Bank will
fully demonstrate its trust-banking function, especially in the development of future asset-
formation schemes, such as master trusts, and build a competitive structure hinging on
strong fund-management expertise and sophisticated administrative services.

(3) In stock transfer agency services, the Bank will uphold its forefront position in the
industry by reinforcing its consultation capabilities and establishing a more cost-
competitive structure.

(4) In the area of corporate lending, the Bank will utilize its expanded marketing base to pro-
mote a wide spectrum of services to all types of businesses, from large and medium-sized

enterprises to small concerns.

New Businesses

Capitalizing on its specialization and expertise as a trust bank, Chuo Mitsui Trust is energeti-
cally participating in new fields of business, such as real estate investment trusts, asset-backed
securitization, non-recourse loans and syndicated loan arrangement. In addition, the Bank is
making the most of new marketing channels, such as the Internet, to expand the reach of its

consultation services.

Restructuring

We have vigorously embraced restructuring to fully illustrate the merits of the merger and

ensure a highly profitable and more efficient business organization.

Branch Amalgamation

When Chuo Trust and Mitsui Trust merged in April 2000, the branch network comprised 166
locations. In one year, Chuo Mitsui Trust closed 17 locations, including closures inevitably
resulting from the amalgamation of branches and offices in the same neighborhood into one
building. The process has continued in the first half of the fiscal year ending March 31, 2002,
during which we plan to eliminate 24 branches, on the road to a streamlined network of 91

full-service branches by March 31, 2003.

The Chuo Mitsui Trust and Banking Company, Limited



Concurrently, however, we are working toward the establishment of 50 satellite sub-
branches and in-store branches, dubbed Consulplazas, that complement standard branches.

These locations will raise the efficiency of our branch network.

Personnel Streamlining

In our financial health improvement plan we have set targets for a leaner personnel structure,
with 8,000 employees, excluding part-timers, by March 31, 2001 and 6,800 employees by
March 31, 2005. I am pleased to report that we surpassed our goal for March 31, 2001, trim-
ming the count to 7,362. Through outsourcing and more efficient use of branch operations
and head office functions, Chuo Mitsui Trust may be able to streamline personnel to 5,500,

well below the original target for March 31, 2005.

Action-Ready Executive Structure

The executive structure at Chuo Mitsui Trust has undergone considerable modification. The
number of directors has been dramatically reduced since the merger to encourage more
vigorous discussion at Board of Directors’ meetings and to expedite decision-making pro-
cesses. Also, toward the formation of a business structure that emphasizes the execution of
activities, the Bank implemented an executive officer system to clearly distinguish the
management-planning function from the business-execution function.

The merger was the touchstone for major organizational restructuring at the head office,
which proceeded with a focus on duplicated departments and will continue with additional
efforts to rationalize operations. For example, the operations of some duplicated subsidiaries
were merged into six business groups, as of May 2000, but the Bank will strive to enhance

efficiency still further.

The Chuo Mitsui Trust and Banking Company, Limited
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The Bank’s Response to the Introduction of Mark-to-Market Accounting

With mark-to-market accounting going into full effect from fiscal 2001, Chuo Mitsui Trust
will account for the entire revaluation differences arising from other marketable securities in
the Bank’s capital account.

From the perspective of reducing the risk of fluctuating stock prices, management has
prioritized the streamlining of cross-shareholdings and will continue to squeeze such
equity holdings.

This accounting treatment may lower distributable earnings. However, as of fiscal 2000
year-end the Bank had secured capital surplus at a sufficient level—¥117.6 billion—and will

strive to further expand retained earnings and provide stable dividends to shareholders.

In Closing

Chuo Mitsui Trust blazed the merger trail in Japan’s trust banking industry and, as noted
above, has already realized synergistic benefits in its first year of operations. Rather than be
complacent, however, we will strive to reinforce profitability with bold and accelerated efforts
that achieve and even surpass the goals of the financial health improvement plan disclosed in
March 1999.

All management and staff at Chuo Mitsui Trust are working diligently on two top
priorities—to improve shareholder value and to forge stronger bonds of trust between the
Bank and its clients. On behalf of the Board, I ask for the support and understanding of

shareholders, clients and business partners as we strive to achieve these aims.

August 2001

MHpihire Syrnsama

Kiichiro Furusawa
President

The Chuo Mitsui Trust and Banking Company, Limited



Status of Financial Health Improvement Plan*

*Figures for fiscal 1999 represent combined totals from Chuo Trust and Mitsui Trust.

Both Chuo Trust and Mitsui Trust drafted financial health improvement plans at the time of
application to the Financial Reconstruction Committee for injections of public funds.

These plans represent the cornerstone of the new business foundation laid by the April
2000 merger and symbolize Chuo Mitsui Trust’s ultimate objectives—a stable profit base and a
solid financial standing—which will be achieved by such merger-reinforced capabilities as
stronger transaction substructures in individual and corporate services and an overwhelming
advantage in the trust-banking business.

Results for fiscal 2000 exceeded respective targets in the financial health improvement
plan. Effective business profit reached ¥164.4 billion, surpassing the expected ¥139.7 billion.
Ordinary profit totaled ¥53.9 billion, compared with the original goal of ¥44.1 billion. Net
income amounted to ¥24.0 billion, slightly above the anticipated ¥23.7 billion.

Chuo Mitsui Trust was also able to accelerate its rationalization of operations. Thanks to the
merger, operating expenses, primarily equipment and premises, settled at ¥178.4 billion, well
below the projected ¥216.3 billion, while the number of employees dropped to 7,362 at the end
of March 2001, compared with the planned 8,000, owing to enhanced operating efficiency.

The Bank will continue to rationalize its operations and implement strategies that produce
a more efficient branch network maximizing the talents of a streamlined workforce.

Of special note, individual services showed favorable movement. The individual loans
balance, which excludes funds for business use, grew 8.9%, as of March 31, 2001, to ¥1.5
trillion. Home loans accounted for ¥1.3 trillion, up 13.0%. The investment trust sales balance
reached ¥375.8 billion, surging 42.3% over the previous fiscal year.

Concerted efforts to buoy the lending balance to small and medium-sized businesses led to
a net increase of ¥85.2 billion, compared with the balance of a year earlier, and topped the ¥50
billion mark set out in the Bank’s plan for fiscal 2000. The total is on an actual basis, taking
into account changes in the balance related to problem asset write-offs (excluding impact
loans).

Chuo Mitsui Trust will continue to stress further business improvements to realize the
goals set down in the Bank’s post-merger blueprint.

Profit and Loss Business Rationalization Goals
(Billions of yen) (Billions of yen, number of employees)
FY 2000 Original Plan FY 1999 FY 2000 Plan for FY 2000
Effective Business Profit 164.4 139.7 Operating Expenses 190.0 178.4 216.3
Ordinary Profit 53.9 441 Number of Employees 7,852 7,362 8,000
Net Income 24.0 23.7 Note: The number of employees includes staff on loan, overseas personnel

and locally hired staff at overseas locations, but excludes part-timers.

Individual Loans and Home Loans Loans to Small and Medium-Sized Investment Trust Sales
(As of March 31) Companies (As of March 31)
- (As of March 31)
(Billions of yen) (Bl fyen) (Bill  yen)
1,566.4 illions of yen! illions of yen!
1,600 4,800 400 375.8
1,438.9 4,645.5
1317.1 4,560.3
1,300 4500 300
1,165.4 264.0
1,000 B 4200 200
™ Home Home N
Loans Loans
0 2000 2001 0 2000 2001 0 2000 2001
Note: Totals exclude funds for business use. Note: Totals are on an actual basis and exclude Note: Totals exclude private investment trusts.
impact loans.
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Status of Problem Asset Write-Offs*

*Figures for fiscal 1998 and 1999 are the combined totals from Chuo Trust and Mitsui Trust.

From a perspective of sound asset health, Chuo Mitsui Trust has made early resolution of
problem assets a management priority and is earnestly tackling this assignment.

The Bank aggressively pursued final processing of problem assets in fiscal 2000 to take
them off the balance sheet. On a non-consolidated basis, problem assets in the banking and
trust accounts—classified based on the Financial Revitalization Law as “claims under bank-

» o«

ruptcy and virtual bankruptcy,” “claims under high risk” and “claims under close observa-
tion"—settled at ¥844.0 billion, down 3.7% from fiscal 1999. By moving problem assets off
the balance sheet, a reduction in claims under high risk caused the coverage ratio—the
amount of reserves and allowances, through collateral and guarantees, to the amount of
nonperforming loans—to retreat 11.8 percentage points, to 77.7%.

Loans in the banking and trust accounts—classified according to the rules of risk-

” o«

monitored loans as “loans to borrowers in bankruptcy,” “non-accrual loans,” “loans past due
three months or more” and “restructured loans”—totaled ¥839.8 billion, down 3.3%, from
fiscal 1999. The coverage ratio dropped 12.3 percentage points, to 77.6%.

Based on self-assessment criteria, the classification ratio—the percentage of assets repre-
sented by assets in categories II to IV as disclosed under the self-assessment system—after
disposals and write-offs was 14.7%, up 3.0 percentage points. This increase is the result of
stricter assessment practices by the Bank and worsening credit conditions for some borrowers,
owing to the prolonged economic slump.

On a consolidated basis, problem assets based on the Financial Revitalization Law were
¥848.7 billion, down 4.8%, and the coverage ratio stood at 77.7%. Risk-monitored loans
amounted to ¥841.5 billion, down 4.5%, and the coverage ratio reached 77.5%. These results
are nearly on a par with non-consolidated categories.

The emergency economic package announced by the Japanese government in April 2001
presented guidelines for drastic removal of problem assets from the balance sheets. Based on
these guidelines, Chuo Mitsui Trust will continue to work toward the conclusion of final

processing of problem assets.

Processing Problem Assets Problem Assets Based on Risk-Monitored Loans
(Combined Totals of Banking and the Financial Revitalization Law (Combined Totals of Banking and Trust Accounts)
Trust Accounts) (Combined Totals of Banking and Trust (As of March 31)
(As of March 31) Accounts) (As of March 31)
(Billions of yen) (Billions of yen) (Billions of yen)
600 1,100 1,100
e 1,006.8 994.4
— 876.2 — _—
400 900 844.0 900 g088 839.8
2429
181.0 | |
200 700 700
0 1999 2000 2001 0 1999 2000 2001 0 1999 2000 2001
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Self-Assessment System (Non-Consolidated)
As of March 31, 2001

(Billions of yen)
Category Total Category Total
(Before Write-Offs Write-Offs and (After Write-Offs
and Reserves) Reserves and Reserves)
Category IV 79.7 79.7 0
Banking Account 68.9 68.9 0
Trust Account 10.8 10.8 0
Category Il 83.7 59.9 23.8
Banking Account 73.1 53.7 19.4
Trust Account 10.6 6.2 4.4
Category |l 1,644.9 — 1,644.9
Banking Account 1,367.1 *__ 1,367.1
Trust Account 277.8 ¥ 277.8
No Category 9,617.6 — 9,671.3
Banking Account 6,787.0 A 6,840.7
Trust Account 2,830.6 i 2,830.6
Total 11,425.8 11,340.0
Banking Account 8,296.0 8,227.2
Trust Account 3,129.8 3,112.8
Classification Ratio (%) 14.7
Banking Account 16.9
Trust Account 9.1
Notes: *1 Funds drawn from general reserve for possible loan losses: At March 31, 2001, general reserve for possible loan losses stood

at ¥79.9 billion.
*2 The following allowances and reserves were recorded in the trust account at March 31, 2001: Special reserve funds = ¥30.9
billion; reserve for possible loan losses = ¥1.2 billion.

Disclosure of Problem Assets Based on the Financial Revitalization Law
(1) Non-Consolidated
As of March 31, 2001

(Billions of yen)
Collectable Allowances and Reserves
Amount by (Banking Account: General Reserve)
Disclosure Collateral and (Trust Account: Special Reserve Funds/ Reserve Coverage
Amount Guarantees Reserve for Possible Loan Losses) Ratio (%) Ratio (%)
A (B) © (C/A-B) (B+C)/A)
Claims under Bankruptcy and Virtual Bankruptcy 189.3 184.7 — — —
Banking Account 128.6 1241 4.6 100.0 100.0
Trust Account 60.7 60.7 — — —
Claims under High Risk 184.2 111.2 — — —
Banking Account 143.6 75.0 49.2 71.7 86.5
Trust Account 40.6 36.2 — — —
Claims under Close Observation 470.5 182.5 — — —
Banking Account 409.0 148.9 39.0 15.0 45.9
Trust Account 61.5 33.6 — — —
Total 844.0 478.5 177.2 48.5 7.7
Banking Account 681.2 348.0 145.2 43.6 72.4
Trust Account 162.8 130.5 32.0 99.1 99.8
Normal Claims 10,495.9  Note: Partial direct write-offs = ¥663.3 billion.
Banking Account 7,545.9
Trust Account 2,950.0

The Chuo Mitsui Trust and Banking Company, Limited
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(2) Consolidated
As of March 31, 2001

(Billions of yen)
Collectable Allowances and Reserves
Amount by (Banking Account: General Reserve)
Disclosure Collateral and (Trust Account: Special Reserve Funds/ Reserve Coverage
Amount Guarantees Reserve for Possible Loan Losses) Ratio (%) Ratio (%)
A B) © (C/(A-B)) (B+CYA)
Claims under Bankruptcy and Virtual Bankruptcy 194.2 187.0 — — —
Banking Account 1335 126.3 7.2 100.0 100.0
Trust Account 60.7 60.7 — — —
Claims under High Risk 183.9 111.3 — — —
Banking Account 143.3 75.1 495 725 86.9
Trust Account 40.6 36.2 — — —
Claims under Close Observation 470.6 182.1 — — —
Banking Account 409.1 148.5 39.1 15.0 458
Trust Account 61.5 33.6 — — —
Total 848.7 480.4 179.0 48.6 7.7
Banking Account 685.9 349.9 147.0 43.8 724
Trust Account 162.8 130.5 32.0 99.1 99.8
Normal Claims 10,422.1 Note: Partial direct write-offs = ¥673.1 billion
Banking Account 7,472.1
Trust Account 2,950.0

Risk-Monitored Loans
As of March 31, 2001

(Billions of yen, %)

Non-Consolidated

Consolidated

Percentage of Loans and

Percentage of Loans and

Disclosure Amount Bills Discounted Disclosure Amount Bills Discounted
Loans to Borrowers in Bankruptcy 88.8 0.82 89.2 0.82
Banking Account 58.7 0.76 59.0 0.76
Trust Account 30.1 0.97 30.1 0.96
Non-Accrual Loans 286.1 2.63 287.3 2.65
Banking Account 210.2 2.71 211.4 2.74
Trust Account 75.9 2.44 75.9 2.43
Loans Past Due Three Months or More 4.3 0.04 4.3 0.03
Banking Account 2.1 0.03 2.1 0.02
Trust Account 2.2 0.07 2.2 0.06
Restructured Loans 460.6 4,23 460.7 4.25
Banking Account 406.1 5.23 406.2 5.27
Trust Account 54.5 1.75 54.5 1.74
Total 839.8 7.72 841.5 7.77
Banking Account 677.1 8.72 678.8 8.80
Trust Account 162.7 5.23 162.7 5.22

After Direct Write-Off Before Direct Write-Off

After Direct Write-Off

Before Direct Write-Off

Reserve Ratio 21.0 55.9 21.2 56.3
Banking Account 214 60.3 216 60.7
Trust Account 19.6 19.6 19.6 19.6

Coverage Ratio 77.6 87.5 77.5 87.6
Banking Account 72.2 86.0 72.3 86.2
Trust Account 99.8 99.8 99.8 99.8

Note: Amounts are post-partial direct write-offs (non-consolidated basis = ¥661.9 billion; consolidated = ¥671.6 billion)

The Chuo Mitsui Trust and Banking Company, Limited



Relationship between Self-Assessment Assets, Disclosed Amounts Based
on the Financial Revitalization Law and Risk-Monitored Loans

Self-Assessment Assets

Borrowers in
bankruptcy

Borrowers in
virtual bankruptcy

Disclosed Amounts

Based on the Financial

Revitalization Law
(Non-Consolidated)

Claims under
bankruptcy and
virtual bankruptcy

¥189.3 billion _I:
Assets other than loans

Risk-Monitored Loans
(Non-Consolidated)

Loans to

. Loans to
borrowers in — " borrowers in

_bankruptcy | bankruptcy
Assets other than loans ¥88.8 billion

Non-accrual loans

Non-accrual loans

¥286.1 billion
Possibly insolvent Claims under Nor;-accrual
borrowers high risk | — 0any
¥184.2 billion — ]
Loans past due three
— | — months or more
_____ -> Assets other than loans ¥4.3 billion
_, Loans past due three
months or more
Restructured
Borrowers Claims under ’ Ioans‘ ‘
requiring close observation |— ¥460.6 billion
caution ¥470.5 billion Restructured
loans
Assets other than loans
Normal Normal
claims loans
Normal ¥10,495.9 billion
borrowers
Loans and Loans and
Claims — equivalent equivalent Loans
amounts amounts
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Definitions of Self-Assessment System,
Disclosure of Assets Based on the Financial Revitalization
Law and Risk-Monitored Loans

Self-Assessment System

What Is the Self-Assessment System?

Self-assessment of asset quality requires a financial insti-
tution to examine the quality of its own assets and group
assets, according to the degree of risk for default on loans
or the potential irrecoverability of invested value.

Assets subject to self-assessment are loans and loan
equivalents, such as loan receivables in securities, foreign
currency, accrued interest, accounts due, provisional
payments equivalent to loans, and acceptances and
guarantees.

Basic Concept in Self-Assessment

In principle, the process of asset assessment assigns
credit ratings to debtors, then groups the debtors accord-
ing to these rating assignments. Each debtor is viewed
individually, based on such details as the application of
funds, and the status of collateral and guarantees is ascer-
tained to facilitate further classification, according to the
degree of risk inherent in the recovery of the loan or the
potential for the invested value to erode.

Credit Ratings

Credit ratings correspond to a client’s credit risk, a status
based on financial position, ratings by rating agencies,
information from credit bureaus, and other sources. A
credit rating must be consistent with debtor categories.

Debtor Categories

A debtor’ ability to repay loans is determined by such

factors as financial status, cash flow and profitability, and

this ability will place a debtor into one of five categories:
normal, caution, possible bankruptcy, virtual bankruptcy
and legal bankruptcy.

1. Normal: Debtors whose business prospects are
favorable and whose financial position exhibits no
particular problems.

2. Caution: Debtors with problematic lending condi-
tions, such as reduced or suspended interest pay-
ments, debtors with non-accrual repayment
schedules, wherein principal or interest payments are
in arrears, and debtors which may require special

measures in the future because business prospects are
sluggish or unstable, or because financial positions
are uncertain.

3. Possible bankruptcy: Debtors for whom bankruptcy is
not currently imminent but for whom the eventuality
of failure in the future is high because financial diffi-
culty exists and a sufficient boost through a business
improvement plan, for example, is not expected. This
category includes debtors receiving support from a
financial institution or other backer.

4. Virtual bankruptcy: Debtors that face severe operating
difficulties and while they have not been declared
legally bankrupt they are essentially insolvent because
they lack any hope of restructuring.

5. Legal bankruptcy: Debtors whose legal bankruptcy is
substantiated by a declaration of bankruptcy, liquida-
tion, reorganization or composition, or for whom
clearinghouse transactions have been halted.

Claim Categories

Under the self-assessment system, claims are grouped
into “categories”—II, Il and IV—and the respective
assets are called “category assets.” Claims that do not fall
into categories 11, Il and IV are called “no category,” and
the assets that fall outside these classifications are
deemed “no category assets.”

Disclosure of Assets Based on the Financial

Revitalization Law

Debtor Classification

1. Claims under bankruptcy and virtual bankruptcy:
Loans and loan equivalents granted to borrowers that
have succumbed to legal business failure by reason of
declared bankruptcy, reorganization, composition or
other officially recognized end to operations.

2. Claims under high risk: Loans to borrowers that have
not yet reached a state of legal bankruptcy but are
highly unlikely to repay the principal and interest
according to contractual obligations because of wors-
ening financial position and business performance.

3. Claims under close observation: Loans three months
past due—i.e., loans for which payment of principal
or interest has fallen more than three months behind,
counting from the day following the contractual pay-
ment day—and restructured loans—i.e., loans for

The Chuo Mitsui Trust and Banking Company, Limited




which the contractual conditions have been revised,
for example, with a specific concession in favor of the
debtor to facilitate the restructuring of a business that
has been economically disadvantaged, or to support
such a business, and thereby promote repayment of
the outstanding loan.

4. Normal claims: Loans to borrowers with no particular
problems affecting financial position or business per-
formance, thereby excluding them from the three
classifications described above.

Relationship with Debtor Classifications in the Self-

Assessment System

1. Claims under bankruptcy and virtual bankruptcy:
Corresponds to the sum of loans to debtors that are
legally bankrupt or virtually bankrupt under self-
assessment standards.

2. Claims under high risk: Equivalent to loans to
debtors classified as possibly bankrupt under self-
assessment standards.

3. Claims under close observation: Represents the sum
of loans to debtors in the caution category of self-
assessment standards that are either more than three
months past due or restructured.

4. Normal claims: Identified with loans to healthy bor-
rowers under self-assessment standards, as well as
loans other than claims under the close observation
category of loans to debtors requiring caution.

Risk-Monitored Loans

What are risk-monitored loans?

1. Loans to borrowers in bankruptcy: Of loans for which
no accrued interest is recorded because the recovery
of principal or interest is unlikely due to a prolonged
delay in payment of principal or interest (excludes
the portion written off; hereafter referred to as “loans
for which accrued interest is not recorded”), loans
to borrowers in bankruptcy are those for which the
reason is found in the provisions of the Corporate Tax
Law (Ordinance 97, 1965), Article 96, Paragraph 1,
Sub-Paragraph 3, Points a) through e), or Article 4 of
the same law.

2. Non-accrual loans: Of loans for which accrued inter-
est in not recorded, non-accrual loans are loans other
than those to borrowers in bankruptcy and loans for

which interest has been waived to facilitate business
restructuring.

3. Loans past due three months or more: This category
comprises loans for which payment of principal or
interest has fallen more than three months behind,
counting from the day following the contractual
payment day, but excludes loans to borrowers in
bankruptcy and non-accrual loans.

4. Restructured loans: This category covers loans for
which payment of interest is reduced or suspended,
payment of principal is extended, the claim is waived,
or another measure advantageous to the borrower is
granted to facilitate business restructuring. Loans to
borrowers in bankruptcy, non-accrual loans and loans
past due three months or more are not included in
this category.

Relationship between Self-Assessment Assets and Disclosure

of Assets Based on the Financial Revitalization Law

Assets classified under self-assessment standards and dis-

closure of assets based on the Financial Revitalization

Law are loans and loan equivalents. These loans differ

primarily from risk-monitored loans in that risk-

monitored loans exclude loan equivalents.

1. Loans to borrowers in bankruptcy: These are loans to
legally bankrupt borrowers.

2. Non-accrual loans: These are loans to virtually
bankrupt borrowers and borrowers for which the
possibility of bankruptcy exists.

3. Loans past due three months or more: Of loans to
borrowers requiring caution, loans past due three
months or more are those for which the payment of
principal or interest has fallen three months behind,
counting from the day following the contractual
payment day.

4. Restructured loans: Of loans to borrowers requiring
caution, restructured loans are those for which pay-
ment of interest is reduced or suspended, payment of
principal is extended, the claim is waived or another
measure advantageous to the borrower is granted to
facilitate business restructuring.

The Chuo Mitsui Trust and Banking Company, Limited
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Individual Services

Business Policy

Chuo Mitsui Trust’s business policy is anchored by a basic
principle that emphasizes clients’ needs in the provision of
high-quality products and sophisticated services. The Bank
assists individuals in their financial goals with home loans
and a range of financial instruments, including loan trusts,
investment trusts and term deposits. We also demonstrate
specialized trust banking expertise through consultation-
type services on such topics as real estate and inheritance
and succession.

Chuo Mitsui Trust consistently seeks to ensure accessibil-
ity and convenience for clients. We maintain an extensive
domestic network—137 standard branches—as well as
centers dedicated to investment trust products and services,
and mini-branches, primarily in-store locations, that are also
open on weekends. We present clients with the additional
options of telephone banking and online investment trust
services.

The Chuo Mitsui Trust and Banking Company, Limited

. High-Quality Products and Services for Every Stage of Life

Asset Formation and Asset Utilization

We have assembled a comprehensive lineup of products for
asset management, including investment trusts, and arrange
one-on-one discussion time for each client to determine the
individual’s ultimate objective, his or her thoughts on risk
assets and other factors inherent in the investment equation.
Based on such considerations as the life goals and investing
experience of each client, we then customize an investment
plan that combines several products, including deposits,
trusts and investment trusts.

Extending beyond assistance in formulating the right
approach for fund application, our specialized consultation
capabilities also encompass advice on the sale, purchase and
effective utilization of real estate. Through these services, we
help clients maximize their assets and realize a comfortable
life.

In March 2001, Chuo Mitsui Trust launched Best Quality,
a service for preferred members that presents various sup-
port options for the administration and management of
clients’ valuable assets.

Trusts and Deposits
Complementing such quintessential savings-oriented trust
products as Big, Hit and loan trusts, Chuo Mitsui Trust offers
a selection of deposits, such as large-lot term deposits, Super
term deposits and Spurt and Rhythm variable interest rate
deposits. We have a broad range of savings products, from
short to long term with fixed or variable interest rates, to
match the asset-formation needs of clients. Our efforts have
won market approval, an achievement substantiated by the
highest total fund balance of any trust bank in Japan.
Furthermore, of all domestic financial institutions, Chuo
Mitsui Trust has secured the highest balance of asset-
formation trusts (regular, pension and housing), a represen-
tative category of accumulated savings by which amounts are
deducted from the salaries of corporate employees.

Investment Trusts

Since the December 1998 start of investment trust sales,
Chuo Mitsui Trust has steadily enriched its list of investment
trust products to meet the diversified needs of clients. As a
result, the Bank now handles more than 60 investment
trusts, from products for which the principal is guaranteed,
to products highlighting overseas stock investment. Our
selection of investment trusts is among the widest offered by
domestic banks.



We were the first bank in  Balance of Investment Trust Assets

(Market Price Basis)

Japan to open investment (As of March 31)

trust centers. Clients who are (Bilions of yen)
particularly pressed for time -
and are unable to visit a cen-
ter can reach investment trust -
professionals by phone,
through telephone banking ~ ?%
and online, through Solution
Direct, to initiate an invest- 100
ment trust transaction. I
These concerted marketing 0 1999 2000 2001

efforts helped Chuo Mitsui

Trust acquire the top spot among domestic banks with a
balance of about ¥380 billion in investment trust assets
accepted as of March 31, 2001.

Helping Clients Buy a Home
We provide prospective homeowners with a spectrum of
services, starting with property information and culminating

in financing schemes.
Balance of Personal Loans

In the area of property (As of March 31)

information, clients can take

(Billions of yen)
advantage of our years of 2,300
involvement in the real
estate business, as well as 2.200 —
easy access to a wealth of
real estate data from Sanshin 3755 — .
Realty Co., Ltd., and
Chushin Housing Services 000 —
Co., Ltd. =~

0 1999 2000 2001

In regard to financing schemes, we provide total support,
from financial planning to tax advice. We have a broad
selection of loan products, including large-scale home loans
and a loan that facilitates the remodeling of homes to
accommodate two generations of family members.

At the end of March 2001, the balance of personal loans
stood at ¥2.2 trillion, placing Chuo Mitsui Trust at the
forefront of domestic trust banks in this category.

Property Utilization

Real estate, which occupies a significant measure of an
individual’s net worth, is nonetheless a difficult asset for
clients to apply as a source of income. Optimal use of real
estate requires broad-based knowledge in such areas as real
estate evaluation; compliance with rules and regulations; the
creation of a business blueprint and a plan for earnings and
expenses; and the formulation of a fund-procurement
strategy.

Chuo Mitsui Trust draws on its capabilities as a finance
professional to provide specialized advice. Our services
include a building and apartment loan that grants the funds
needed for fully capitalizing on a property’s potential, and
brokerage operations to facilitate the purchase, transfer and
disposal of real estate.

Other Services

Chuo Mitsui Trust’s other services are similar to those
offered by commercial banks and include, on behalf of
clients, acceptance of national tax, regional tax and public
utility payments, as well as stock-related operations, such as
the receipt of stock dividends and transfer of title.

The Chuo Mitsui Trust and Banking Company, Limited 15
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Facilitation of Succession and Inheritance Issues

A question that many people find troublesome is how to
facilitate the transition of assets built up over a lifetime from
one generation to the next. One answer is through Chuo
Mitsui Trust’s integrated testamentary trust services, which
encompass everything from plans that facilitate the transfer
of assets to advice on the preparation of a will. We also keep
wills in custody, and assist in the execution of wills to ensure
that the final wishes of the deceased are recognized and
executed.

We also sort through testamentary paperwork on behalf of
heirs, thereby freeing the people who have recently acquired
new assets from the bulk of onerous filing that accompanies
an inheritance.

Testamentary Trusts

The drafting of a will is the best way for a person to specify
how assets are to be distributed upon death, thereby ensur-
ing that his or her spouse retains the greater part of an estate
or that a portion of assets are left to a particularly deserving
individual or charity.

Chuo Mitsui Trust assists in the preparation of wills,
based on the wishes of each client and requisite legal and
taxation considerations. The Bank also keeps wills in cus-
tody and assumes the role of executor, whose responsibility
it is to accurately discharge assets according to the contents
of the will.

Sophisticated capabilities, honed through years of
practical experience, have earned us a solid reputation for
germane advice on testamentary concerns. This market con-
fidence underscores our position as the trust bank with the
highest number of wills in custody.

Testamentary Processing
The formalities involved in inheriting an estate require a
detailed understanding of laws and taxation and demand
considerable time and effort to examine the components of
the estate and transfer titles to respective heirs. Inheritance-
related procedures can prove to be a daunting task for people
who are already juggling busy daily routines or who are
unfamiliar with all the paperwork. As an agent for heirs,
Chuo Mitsui Trust can considerably lessen the burden. We
can handle most of the paperwork, excluding taxation
forms.

Complementing these services, our asset consultants and
financial planners offer pertinent advice on practical and
profitable approaches for maximizing inherited assets.

The Chuo Mitsui Trust and Banking Company, Limited

Enhanced Network and Services

Chuo Mitsui Trust boasts the largest branch network of any
trust bank in Japan, and the Bank continues to extend its
reach, especially in the Tokyo metropolitan area, with invest-
ment trust centers and Consulplaza in-store branches. As

of July 2001, our network comprised 153 locations: 137
standard branches, three investment trust centers and

13 Consulplazas.

Investment Trust Centers

We marked a first in the domestic banking industry with the
establishment of three investment trust centers—at Shinjuku
Nishiguchi (west side of Shinjuku Station, in Tokyo), Umeda
(in Osaka) and Yokohama-Eki Nishiguchi (west side of
Yokohama Station). These centers hold free seminars on
investment trusts nearly every day of the week, including
weekends, and knowledgeable staff are ready with precise,
easy-to-understand recommendations to clients’ investment
trust questions.

Investment Trust Selection and Evaluation

Picking the right investment trusts for one’s needs from a
huge array of possible choices is a difficult task. In the
United States, where investment trusts are already well
established, many investors select products using objective
evaluation data. We expect demand for such information to
grow in Japan as well, paralleling heightened interest in
investment trusts.

To meet anticipated demand, Chuo Mitsui Trust teamed
up with Morningstar Japan K.K., an affiliate of Morningstar.
Inc.— highly respected in Japan and the United States as an
investment trust assessor—in creating evaluation reports.
The Bank is marketing the objective data on investment
trusts to its clients—marking a first for a domestic bank.



In-Store Branches

Chuo Mitsui Trust is energetically developing Consulplaza
in-store branches, primarily at train stations and commercial
facilities such as department stores. Our Consulplazas are
open seven days a week, and act as convenient consultation
spaces where staff conduct one-on-one discussions with
each client.

At Consulplazas, visitors can obtain free advice on home
loans, real estate, wills and inheritance and the application
of funds, and make deposits into investment trusts as well as
standard trust and savings accounts. We aim to open new

access points, particularly in major urban centers in Japan.

Call Center

With a simple telephone call, clients can execute a variety

of transactions, from balance inquiries and money transfers
to deposits into investment trust and standard deposit
accounts. It is also possible to talk with a consultant about
certain products and services. In prioritizing enhanced
services for clients, we have been expanding call center func-
tions. As of March 31, 2001, the call center had expedited
the requests of more than 80,000 clients.

Internet Access
Solution Direct is a new service that fully supports clients’
asset management. Once registered as members of the ser-

vice, clients gain round-the-clock online access to buy or sell

Az units in investment

EaEm . =

vy _m == i ite-
e - trusts and to view life

plan and asset-

’ application simulations.

To encourage participa-
tion in investment

trusts, we have been

offering clients a 50% discount on the sales commission
charged when deposits are put into an investment trust
account.

Help on Holidays

We regularly offer weekend and holiday consultations so
that clients who are unable to visit a branch on weekdays
can still speak with one of our financial professionals.
Clients have voiced their appreciation for the extended
opportunity to discuss a range of topics, from asset applica-
tion options, such as investment trusts, to loans, real estate
and wills and inheritance.

= Domestic Branch Network

Area Number of Branches’
Metropolitan 86
Tokai 17
Kansali 13
Other 21
Total 137

0 As of July 10, 2001
Three investment trust centers and
13 Consulplazas excluded

Metropolitan Area
86 Branches

Tokai Area
17 Branches

Kansai Area
13 Branches

The Chuo Mitsui Trust and Banking Company, Limited
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Corporate Services
Financial Services

Business Policy

Chuo Mitsui Trust accurately addresses the increasingly
diverse fund-procurement needs of its corporate clients

through a variety of financial instruments. The Bank comple-
ments traditional lending operations with asset-backed
financing, such as securitization of real estate and non-

recourse loans, and resourcefully engages in syndicated

loans, a fund-raising option for which the transaction volume

is increasing in Japan.

We do not limit our deposit products, trusts and invest-

ment trusts to individuals. These lines are also available to

our corporate clients to facilitate fund-management
objectives.

Framework for Securitizing Monetary Claims Using a

Trust as a Vehicle

(When trust established)

. Credits entrusted L
Corporation Chuo Mitsui Trust
(Trustor) Payment handed (Trustor)
over
i Purchase Beneficia
lMonetary claims amount l T rights soIE]v

Investor

i (Beneficiary)

(When trust closed)
Collected funds

Corporation handed over Chuo Mitsui Trust
(Trustor) (Trustor)
Payment Purchase
amount
Investor
Debtor (Beneficiary)
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. Major Business Activities

Fund Supply Hinges on Lending Operations

To satisty clients’ varied fund-procurement requirements, we
offer a wide array of financial instruments, including long-
term loans to finance, for example, plant and equipment and
working capital, as well as overdrafts, short-term loans, dis-
counted bills, debt guarantees, securitized loans and impact
loans. We also act as trustee on corporate bond issues and
underwrite commercial paper.

Broad-Based Solutions in an Advisory Capacity

With the implementation of new accounting standards, busi-
nesses must elevate corporate value relative to capital costs.
Chuo Mitsui Trust simplifies the effort by using cash flow
analysis to help clients determine the business value of oper-
ating divisions and subsidiaries and, as a go-between to a
business tie-up or in some other advisory capacity, pinpoints
management problems. The Bank extends loans and also
presents solutions to discernible problems through a

combination of real estate and asset management services.

Funding through Securitization of Assets

Recourse loans and securitization of real estate, utilizing real
estate-managed trusts and special purpose companies, have
attracted attention as fund-raising instruments that maxi-
mize the merits of trust products. To accurately respond to
growing demand for such financing tools, Chuo Mitsui Trust
strives to apply accumulated know-how in real estate while
fully demonstrating its trust-banking expertise. The Bank
also proposes financing schemes, including those featuring
trust-style securitization of client-held money claims, such
as credit receivables and bill credits.

Domestic Syndicated Loans

A syndicated loan is a form of financing through which an
arranger—a financial institution designated by the client to
act as the managing underwriter—negotiates with several
banks to consolidate under a single agreement the lending
conditions and other factors associated with separate loans.
For clients, this process integrates fund procurement from
multiple sources and streamlines corporate financing
activities.

In Europe and the United States, syndicated loans remain
an extremely popular form of fund procurement. This
widespread acceptance abroad has recently permeated the
corporate perspective in Japan. Chuo Mitsui Trust has thus
established a special unit for syndicated loans and will
aggressively pursue such loans as arranger.



Venture Business Investment

We teamed up with Chuo Mitsui Capital Co., Ltd., a strate-
gic subsidiary in the area of private equity, to aggressively
support and invest in the strategic investments of major cor-
porations, such as venture businesses that have made excel-
lent progress in growth fields. We also arrange investment
financing for schemes, such as management buyouts that
result from the reorganization of corporate groups.

Risk Hedging

Clients seeking to manage and control the variability of
interest rate and exchange rate risks can rely on Chuo Mitsui
Trust for timely market information. The Bank also main-
tains a selection of derivative products, including swaps,
options and foreign exchange futures transactions that
accomplish clients’ risk-hedging objectives.

Fund Management
Chuo Mitsui Trust presents numerous vehicles for fund
management: deposits, trusts and investment trusts.

We handle a range of deposits, from liquid deposits to
term deposits, including large-lot, Super and foreign-
currency-denominated products.

Our line of trust products features separately operated
money trusts for securities investments, fund trusts, speci-
fied money trusts and money trusts other than specified
money trusts. We also market units of trust beneficiary
rights derived through debt securitization and for which
clients may anticipate higher returns from the higher
inherent risk.

In the area of investment trusts, Chuo Mitsui Trust boasts
the widest selection of products in Japan. The content is
suitably varied to match the diversity that colors clients’

investment strategies.

Employee Welfare Support Services

We have prepared an assorted menu of welfare support
services for fulltime employees at client companies that
includes homeowner financing, corporate discount loans
and financial consulting. Capitalizing on the merits of
extranets, we launched Chuo Mitsui Trust Online Consulta-
tion Office, an online access point linking clients’ in-house
personal computer networks to our system through an
extranet structure. Any questions that employees might have
regarding the content or availability of certain financial
products can be answered online.

Other Services

Business Support Services

Utilizing internal and external networks, Chuo Mitsui Trust
undertakes support services matched to clients’ business
needs. The Bank helps clients in their efforts to nurture
business opportunities with various information and care-
fully assists in the expansion of marketing channels or the
introduction of a potential user of the company’s technology.

Leasing Transactions

We offer several financial services that highlight leasing and
installment options as a means to prevent office automation
devices, telecommunications equipment, commercial facili-
ties and other machinery from becoming outdated in fields
where technological breakthroughs are a particularly com-
mon occurrence, and to promote operational rationalization

and efficiency.

PC-Based Services

We offer a fund transfer and exchange service that facilitates
the execution of relevant transactions from personal com-
puters (PCs) and other electronic information devices, as
well as a contact and inquiry service that transmits details on
account balances, transfers, deposits and withdrawals.

Lending Concept

Lending to individuals is an activity to which we have devoted
particular attention, and this focus has resulted in the highest
lending balance of any trust bank in Japan. We will preserve
this standing through the continued establishment of
Consulplaza in-store branches and the development of loan
products fine-tuned to the needs of individuals.

The Chuo Mitsui Trust and Banking Company, Limited
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Trust Asset Management Business

Business Policy

Our trust asset management business is a solution-style
investment approach utilizing high-quality fund-management
products to successfully accomplish the investment strate-
gies of clients. To this end, we communicate closely with
clients to pinpoint the most essential requirements of their
investment plans, then select the most suitable products and
chart the best way to utilize each instrument to reach the
desired goals.

Our investment targets cover domestic and foreign stocks
and bonds, and our product lines, diverse in terms of man-
agement technique as well as style, employ active and
passive—or index-based—funds. We aim to keep our
products at the top of the industry performance list and will
continue to adjust and reinforce the lineup.

We will also sharpen our competitive edge through
stronger ties with State Street Corp., a U.S.-based passive
manager respected worldwide for its know-how and
prominent scale.

The Chuo Mitsui Trust and Banking Company, Limited

. Major Business Activities

Japan'’s Largest Pool of Asset Managers

The Asset Management Sector is responsible for about ¥16
trillion in funds, including corporate pensions, public pen-
sions and public sector funds, managed in various formats,
according to plans formulated with the explicit input of cli-
ents. The high quality of our asset-management operations is
underscored by merits of scale, upheld by the largest share of
fund assets under management in Japan, and by a skilled
group of some 200 professionals who continue to achieve

excellence in fund management.

Top-Caliber Asset-Management Capabilities

Asset Management Policy and Function-Specific Structure
Our asset management policy prioritizes consistency and
clarity. To uphold this philosophy, we arranged operations
into a function-specific structure paralleling the Plan -

Do - See process for fund-management products that con-
nects all aspects, from the drafting of an investment strategy
to the evaluation of a fund’s performance.

In November 2000, we realigned the prevailing separate
portfolio structure of the Fund Management Sector into the
Research and Investment Department and the Quantitative
Investment Department, according to the techniques and
styles used in managing funds. The new structure has
elevated our level of expertise.

Retaining a Cadre of Experts

In January 2001, Chuo Mitsui Trust revised its personnel
system and introduced an annual salary format—the special-
ist course—for fund-management professionals in the Asset
Management Sector. Because the new format recognizes the
achievements of individuals, it will encourage staff to excel
in their jobs. Moreover, the specialist course will help the
Bank attract and keep new employees with distinguished
skills and credentials, polish capabilities under the afore-
mentioned function-specific structure and heighten the
quality of fund-management products.

Active Management Based on In-House Research

The strong point of our active management operations is the
process by which our richly experienced fund managers
establish funds, based either on research by corporate ana-
lysts or critiques by econometric analysts. Of note, our teams
of corporate and econometric analysts proudly wear the



industry crown, in terms of skill as well as number. Recent
fund performance has further enhanced Chuo Mitsui Trust’s
reputation in the market with regard to active funds.

High-Quality Passive Management

Chuo Mitsui Trust was quick to realize the utility of passive
management and has worked over many years to popularize
this type of fund and further improve the quality of related
products. Capitalizing on accumulated experience and
know-how, the Bank has secured a forefront position in this
field, underscored by a balance of key domestic stock passive
funds exceeding ¥1 trillion—an industry first.

In September 2000, we joined State Street Bank in the
establishment of a joint venture—Chuo Mitsui State Street
Adpvisors Co., Ltd.,—to attain higher quality on foreign stock
passive funds.

Unified Risk-Management Structure

We anticipate enactment of a corporate pension law during
the fiscal year ending March 31, 2002, as well as greater dis-
cussion concerning the trustee responsibilities of investment
institutions. Against this backdrop, risk management and
compliance have acquired priority status among areas
requiring improvement at investment institutions.

Framework for Trust Asset Management Business

Publication of Passive Core Strategies—New Currents in
Pension Fund Management

Over the years, Chuo Mitsui Trust has amassed a vast and
varied amount of know-how related to passive funds. Apply-
ing its perspective as an industry leader, the Bank published
Passive Core Strategies—New Currents in Pension Fund
Management, under the editorial supervision of Yasuhiro
Yonezawa, a professor at Yokohama National University.
This book, released on February 13,
2001, highlights the position of pas-
sive funds in pension fund manage-
ment, potential problems and
practical solutions related to passive
funds, and future prospects. As the
first publication in Japan to systemati-
cally detail the serviceability of pas-
sive funds, this work has already
drawn high praise from people in

the business.

In April 2000, Chuo Mitsui Trust installed the Investment
Risk Management Department and introduced a risk-
management structure for asset-management operations that
consolidates compliance, risk management and performance
evaluation in one place. This structure underpins diligence
in the Bank’s execution of its obligations as a trustee.

Asset Management Dept. I

Research & Investment Dept.

it
Strategy Group Japanese Equity Group -
Japanese Fixed Income Group Risk Management I
Planning ensonibad Global Equity Grou
Grou Investment Dept. 3 £ Performance Evaluation I
. B (Portfolio Managers) J Global Fixed Income Group
Business
Plans Public Pension Fund Quantitative Investment Dept. Compliance I
Investment Dept.
Product (Portfolio Managers) J Investment Engineering Group
Plans :
Japanese Equity Grou
Public Fund 4 - oL s
Investment Dept. Japanese Fixed Income Group
(Portfolio Managers) )/ -
Information Global Equity Group
Systems Group Investment Global Fixed Income Group
Adviso% Dept.
(Portfolio Managers) J

Trading Group
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Trust Asset Administration Business

Business Policy

In the trust asset administration business, success depends
on a sharp price-oriented competitive edge, forged by the
merits of scale and investment in information technology
(IT), and a distinguished profile, substantiated by the
provision of high-quality, high-value-added information
characteristic of the master trust system.

In seeking enhanced price competition in the area of
domestic marketable securities administration, Chuo Mitsui
Trust is pursuing talks toward equal participation in Japan
Trustee Services Bank, Ltd., which was established in June
2000 by Sumitomo Trust & Banking Co., Ltd., and Daiwa
Bank, Ltd. With regard to foreign marketable securities
administration, we are working to trim costs by channeling
foreign securities custody operations into State Street Bank
and Trust Co., one of the world’s leading global custodians.
We have already concentrated ¥4.5 trillion in assets at State
Street Bank.

Toward a distinguished profile underscored by excellence
in master trust services, we will strive to extend high-value-
added information by drawing on our ties to State Street
Bank and by processing data accumulated in our capacity
as an asset administrator.

The Chuo Mitsui Trust and Banking Company, Limited

_. Major Business Activities

Overview of the Asset-Administration Business

The prolonged era of low interest rates has been the primary
fuel feeding heightened interest in the asset-management
business. The other side to this operating coin is the asset-
administration business.

When fund managers designate investment of the assets
in pensions, investment trusts and other portfolios, organiza-
tions skilled in the administration of invested assets step up
to bat. Asset-management services fulfill this role and have
attracted market attention in recent years because of the
high-value-added nature of the basic service elements,
including custody, settlement, accounting and record-
keeping, but also for the use of IT.

Information Technology Investment Elevates Quality
Concurrently, demand for global investment and asset
administration is growing, while the rapid advance of the
Internet revolution causes the world’s investment securities
markets to coalesce.

Chuo Mitsui Trust already supports participation in the
investment securities markets of almost 90 countries as an
asset-administration institution, and recognizes that systems
are indispensable to accurately and efficiently expediting
these activities. To this end, the Bank has positioned its
asset-administration business as an “IT industry” and is
resourcefully tackling sophisticated systems installation and
other information-oriented investments.

Our quick and dynamic responses have paved the way for
others in the industry to follow. We have, for example,
implemented straight-through processing, which electroni-
cally automates a series of operations, from contract to
settlement and reconciliation. We have also revamped the
securities settlement system with a particular focus on
tighter settlement periods. Furthermore, we have introduced
market-price and contract-based accounting systems, and
have enriched disclosure by utilizing the Internet as a timely,

cost-effective communication tool.

High-Value-Added Services

In the area of corporate pension funds, master trust services
have attracted considerable interest as a conduit for consoli-
dated management and custody of assets in multiple pension
plans or assets under the management of several investment
companies. Chuo Mitsui Trust is making steady headway
toward the marketable realization of such services.



As part of the process, we are working with Sumitomo
Trust, Daiwa Bank, Sumitomo Life Insurance Co., Ltd., and
Mitsui Mutual Life Insurance Co. to develop a master
record-keeping service—an information consolidation
service that clients have prioritized among master trust ser-
vices. This service, which was launched in January 2001,
presents clients with indispensable investment-related statis-
tics and a range of information, from fund performance and
evaluation to risk management, irrespective of the different
asset-administration institutions involved, and thereby
facilitates the pursuit of more sophisticated application of
pension funds and other portfolios.

The distribution infrastructure for record-keeping data
was put into place in October 2000, with the installation of a
newly developed system called MATRiX—the Master Trust
System for Internet Experts. This online information dis-
closure system dispatches electronic files via the Internet,
enabling users to acquire information in a more timely
fashion than conventional paper-based processes have
allowed. Clients are clearly impressed with the ease at which
data transmitted through MATRiX can be downloaded and
processed.

Through our relationshi