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I. Overview of the Company

1. Key Financial Data and Trends

(1) Key consolidated financial data and trends over the current and previous four fiscal years

(Millions of yen, unless otherwise stated)

temporary employees]

Fiscal 2015 Fiscal 2016 Fiscal 2017 Fiscal 2018 Fiscal 2019
From April 1, From April 1, From April 1, From April 1, From April 1,
2015 2016 2017 2018 2019
to March 31, to March 31, to March 31, to March 31, to March 31,
2016 2017 2018 2019 2020

Consolidated ordinary income 4,033,796 4,237,395 4,277,820 4,863,987 5,338,180
Consolidated ordinary profit 1,083,701 992,055 901,550 851,241 711,942
Net income attributable to the sharcholders
of MUFG Bank 685,835 689,929 575,260 612,437 97,921
Consolidated comprehensive income 453,557 266,086 859,875 487,183 (29,768)
Consolidated total equity 13,118,288 12,427,078 12,708,722 12,869,567 12,285,505
Consolidated total assets 222,797,387 | 229,108,371 239,228,925 253,312,157 | 270,418,512
Total equity per share (yen) 952.16 933.06 964.46 987.52 960.19
Net income per common share (yen) 55.53 55.86 46.57 49.58 7.92
Diluted net income per common share (yen) 55.53 55.86 46.57 49.58 7.92
Capital ratio (%) 5.27 5.02 497 4.81 4.38
Consolidated return on equity (%) 5.82 5.92 4.90 5.08 0.81
Net cash provided by operating activities 1,561,471 6,376,655 10,425,832 10,615,956 6,490,423
Net cash provided by (used in) investing 2,580,849 6,512,818 (1,324,719) (7,878,185) (4,115,796)
activities
Net cash provided by (used in) financing (82,996) (721,099) (271,096) (65,856) 739,323
activities
Cash and cash equivalents at end of period 37,163,259 49,105,070 57,688,651 60,389,520 63,234,971
I[‘gleili'ffers ‘;ﬁ:‘;ﬁ’;gzeserage umber of 80,088 84,025 86,058 87,876 106,895

’ [22,800] [22,500] [22,100] [21,800] [25,300]

(Notes) 1.

consolidated subsidiaries are accounted for using the tax-excluded method.

National and local consumption taxes of MUFG Bank, Ltd. (hereinafter referred to as the “Bank’) and its domestic

2. Capital ratio is calculated by dividing (“total equity at the end of fiscal year” - “subscription rights to shares at the

end of fiscal year” - “noncontrolling interests at the end of fiscal year”) by “total assets at the end of fiscal year.”

3. Consolidated price earnings ratio is not available as shares of the Bank are unlisted.

The average number of temporary employees includes contractors and figures are rounded to the nearest hundred.

The number of contractors as temporary employees was 5,500, 5,500, 5,400, 4,800 and 4,500, respectively, for the
fiscal years ended 2015, 2016, 2017, 2018 and 2019.
5. During the fiscal year ended 2018, the Bank revised its scope of funds reported on the consolidated statements of

cash flows and presents key financial data with retroactively adjusted figures.




(2) Key non-consolidated financial data and trends of the Bank over the current and previous four fiscal years
(Millions of yen, unless otherwise stated)

Fiscal period 11th Term 12th Term 13th Term 14th Term 15th Term
Period of account March 2016 March 2017 March 2018 March 2019 March 2020
Ordinary income 2,925,593 3,072,712 3,067,560 3,568,249 3,661,200
Ordinary profit 863,736 632,205 637,091 624,464 459,184
Net income (loss) 586,066 481,455 437,710 663,215 (653,072)
Capital stock 1,711,958 1,711,958 1,711,958 1,711,958 1,711,958

Total number of shares issued
(thousands of shares)

Common stock
12,350,038
Ist series Class 2
preferred stock
100,000
1st series Class 4
preferred stock
79,700
1st series Class 6
preferred stock
1,000
1st series Class 7
preferred stock

Common stock
12,350,038
Ist series Class 2
preferred stock
100,000
1st series Class 4
preferred stock
79,700
1st series Class 6
preferred stock
1,000
1st series Class 7
preferred stock

Common stock
12,350,038
Ist series Class 2
preferred stock
100,000
1st series Class 4
preferred stock
79,700
1st series Class 6
preferred stock
1,000
1st series Class 7
preferred stock

Common stock
12,350,038
1st series Class 2
preferred stock
100,000
1st series Class 4
preferred stock
79,700
1st series Class 6
preferred stock
1,000|
1st series Class 7
preferred stock

Common stock
12,350,038
1st series Class 2
preferred stock
100,000
1st series Class 4
preferred stock
79,700
1st series Class 6
preferred stock
1,000|
1st series Class 7
preferred stock

177,000] 177,000 177,000 177,000 177,000
Total equity 10,627,781 10,231,499 10,420,190 10,913,954 9,801,968
Total assets 200,261,895 204,190,574 212,246,573 225,596,992 239,788,548
Balance of deposits 131,986,582 139,164,104 145,492,629 152,870,674 158,248,564
Balance of loans and bills discounted 86,691,727 81,394,063 79,213,244 87,877,986 88,258,295
Balance of securities 48,913,432 42,235,515 43,375,328 48,739,675 50,781,265
Total equity per share (yen) 860.54 828.45 843.73 883.71 793.67

ICommon stock

ICommon stock

ICommon stock

Common stock

Common stock

Dividends per share (yen) 30.00 35.66 31.92 8.51 26.16
[Of the above, interim dividends per share [7.80] [8.13] [12.12] [-] [11.45]
(yen)]
Net income (loss) per common share (yen) 47.45 38.98 35.44 53.70 (52.88)
Diluted net income per common share (yen) - - - - -
Capital ratio (%) 5.30 5.01 4.90 4.83 4.08
Return on equity (%) 5.55 4.61 4.23 6.21 (6.30)
Dividend payout ratio (%) 63.21 91.47 90.06 15.84 -
I[‘gleili‘aeers‘t’ﬁ:‘;gﬂggegiera o number of 34,865 34276 34,101 33,524 32,186
’ & [12,399] [12,407] [11,996] [11,742] [10,783]

temporary employees]

(Notes) 1.

¥13.64, ¥4.28 and ¥3.40, respectively.

National and local consumption taxes are accounted for using the tax-excluded method.
Diluted net income per common share is not stated due to the absence of residual securities.
Dividends per share for the 11th, 12th, 13th, 14th and 15th Terms include special dividends of ¥13.64, ¥19.87,

The Bank paid dividends in kind during the 11th, 13th and 14th Terms, but these dividends are excluded from the



dividends per share and dividend payout ratio.

5. Capital ratio is calculated by dividing (“total equity at the end of fiscal year” - “subscription rights to shares at the
end of fiscal year”) by “total assets at the end of fiscal year.”

6. Price earnings ratio is not available as shares of the Bank are unlisted.

7. Dividend payout ratio is calculated by dividing the total dividends on common stock by net income after the
deduction of the total dividends on preferred stock.

8. The number of employees excludes employees loaned to other companies but includes employees loaned to the
Bank and locally hired overseas staff members.

9. The average number of temporary employees includes contractors, which was 2,814, 2,800, 2,744, 2,263 and 2,178,
respectively, for the 11th, 12th, 13th, 14th and 15th Terms.

10. Total shareholder return is not available as shares of the Bank are unlisted.

11. The highest and lowest share prices by fiscal year are not available as shares of the Bank are unlisted.



2. History
August 1919

December 1933

June 1941

December 1946

April 1996

April 2001

January 2002

October 2005

January 2006

June 2016

April 2018

April 2019

The Mitsubishi Bank, Limited was founded with capital of ¥50.00 million (of which
¥30.00 million was paid in), inheriting the business of the Banking Division of Mitsubishi
Goshi Kaisha, and started operation on October 1, 1919.

The Sanwa Bank, Limited was founded with capital of ¥107.20 million (of which ¥72.20
million was paid in), as a result of the merger of The Thirty-Fourth Bank Limited, The
Yamaguchi Bank, Ltd. and The Konoike Bank, Limited.

The Tokai Bank, Limited was founded with capital of ¥37.60 million (of which ¥27.25
million was paid in), as a result of the merger of The Aichi Bank, Ltd., The Bank of
Nagoya, Ltd. and The Itoh Bank Limited.

The Bank of Tokyo, Ltd. was founded with capital of ¥50.00 million (fully paid in), on
the basis of business transfer from The Yokohama Specie Bank, Ltd. and started operation
on January 4, 1947.

The Mitsubishi Bank, Limited and The Bank of Tokyo, Ltd. were merged to become The
Bank of Tokyo-Mitsubishi, Ltd.

The Bank of Tokyo-Mitsubishi, Ltd., Nippon Trust Bank Limited and The Mitsubishi
Trust and Banking Corporation jointly established by share transfer the wholly-owning
parent company, Mitsubishi Tokyo Financial Group, Inc.

The Sanwa Bank, Limited, The Tokai Bank, Limited and The Toyo Trust and Banking
Company, Limited jointly established by share transfer the wholly-owning parent
company, UFJ Holdings, Inc.

The Sanwa Bank, Limited and The Tokai Bank, Limited were merged to become UFJ
Bank Limited.

Mitsubishi Tokyo Financial Group, Inc. and UFJ Holdings, Inc. were merged to become
Mitsubishi UFJ Financial Group, Inc.

The Bank of Tokyo-Mitsubishi, Ltd. and UFJ Bank Limited were merged to become The
Bank of Tokyo-Mitsubishi UFJ, Ltd.

The Bank of Tokyo-Mitsubishi UFJ, Ltd. transformed its governance structure from a
Company with Board of Corporate Auditors into a Company with an Audit & Supervisory
Committee.

The Bank of Tokyo-Mitsubishi UFJ, Ltd. changed its company name to MUFG Bank,
Ltd.

PT Bank Danamon Indonesia, Tbk. became a subsidiary of the Bank



3. Business Outline

Under its parent company, Mitsubishi UFJ Financial Group, Inc., the Group (MUFG Bank, Ltd. and its
subsidiaries and affiliates) comprises the Bank, 121 consolidated subsidiaries, and 42 equity method investees,
and is engaged in banking and other financial services (including leasing).

The Bank has established its business units according to the characteristics of its customers and the nature
of its business. Each business unit engages in business activities based on comprehensive strategies developed
for and aimed at respective targeted customers and businesses. Accordingly, the Bank’s operations comprise
segments classified by customers and business; namely, the Retail & Commercial Banking Business Unit,
Japanese Corporate & Investment Banking Business Unit, Global Corporate & Investment Banking Business
Unit, Global Commercial Banking Business Unit, Global Markets Business Unit and Other units.

Positions of main subsidiaries and affiliates in relation to each business unit are illustrated in the following
organizational chart. Classification of businesses in this chart corresponds to the reportable segments in “Notes
to Consolidated Financial Statements” of “V. Financial Information.”

Retail & Commercial Banking Business Unit : Providing financial services to Japanese individual and small to
medium sized corporate customers

Japanese Corporate & Investment Banking : Providing financial services to major Japanese corporate customers

Business Unit

Global Corporate & Investment Banking : Providing financial services to major non-Japanese corporations

Business Unit

Global Commercial Banking Business Unit ~ : Providing financial services to individual and small to medium
sized corporate customers of overseas commercial bank investees
of the Group

Global Markets Business Unit : Providing services relating to foreign currency exchange, funds and

investment securities to customers, as well as conducting market
transactions and managing liquidity and cash for the Group

Other units : Other than the businesses mentioned above



(As of March 31, 2020)

Reportable segments (*1

3] s | 5 ™
5% 25 |22 (B2 ¢ | 2
g2 |28 |28 |2 | & | 8
2 B2 |BEZ @&~ | =
R&® 28 |[Bo R | =
ol20 (85| ¢ 8
S |PS|FS| 2| &
*consolidated subsidiaries, ** equity method investees = %5 = g @
ARSI
—{ MUFG Bank, Ltd. B R |FF
**JACCS CO., LTD. °
**au Jibun Bank Corporation .
**JALCARD, INC. °
**The Chukyo Bank, Limited °
* MUFG Americas Holdings Corporation ° ° ° .
* Banco MUFG Brasil S.A. ° ° ° °
* MUFG Bank Mexico, S.A. ° ° ° °
* AO MUFG Bank (Eurasia) ° ° ° °
* MUFG Bank (Europe) N.V. ° ° ° °
* MUFG Bank Turkey Anonim Sirketi ° . ° °
* Bank of Ayudhya Public Company Limited . °
* MUFG Bank (China), Ltd. ) ° ° °
* PT Bank Danamon Indonesia, Tbk. .
**Vietnam Joint Stock Commercial Bank for Industry and Trade °
**Security Bank Corporation .

— Mitsubishi UFJ Trust and Banking Corporation (*2)

Mitsubishi UFJ Financial Group, Inc. (Parent Company)

— Mitsubishi UFJ Securities Holdings Co., Ltd. (*¥2)

— Mitsubishi UFJ NICOS Co., Ltd. (*2)

— Mitsubishi UFJ Lease & Finance Company Limited (*2)

*

—_

*2.

. “@” indicates major reportable segments under which the respective companies are classified.

Mitsubishi UFJ Trust and Banking Corporation, Mitsubishi UFJ Securities Holdings Co., Ltd., Mitsubishi UFJ NICOS Co.,
Ltd., and Mitsubishi UFJ Lease & Finance Company Limited are the MUFG Group’s major subsidiaries and affiliates.




4. Information on Subsidiaries and Affiliates

(Parent company)

Company name

Address

Ratio of voting rights
holding (held) (%)

Mitsubishi UFJ Financial Group, Inc.

Chiyoda-ku, Tokyo

100.0

(Consolidated subsidiaries)

Company name

Address

Ratio of voting rights

holding (held) (%)

Japan Electronic Monetary Claim Organization Chiyoda-ku, Tokyo 100.0
The Mitsubishi UFJ Factors Limited Chiyoda-ku, Tokyo 100.0
Mitsubishi UFJ Research and Consulting Co., Ltd. Minato-ku, Tokyo 132)
MU Frontier Servicer Co., Ltd. Nakano-ku, Tokyo 96.4
Mitsubishi UFJ Personal Financial Advisers Co., Ltd. |Chiyoda-ku, Tokyo 473
TOKYO CREDIT SERVICES, LIMITED Chiyoda-ku, Tokyo (‘2‘12)
Mitsubishi UFJ Financial Partners Co., Ltd. Minato-ku, Tokyo 100.0
MU Business Engineering, Ltd. Chuo-ku, Tokyo 100.0
MUFG Americas Holdings Corporation EZV{JEESE ngSYork’ 95.0
Banco MUFG Brasil S.A. gzg:;:gg;’ Is{zi))lf;lilio(; £ Brazil 99.6
MUFG Bank Mexico, §.A. [h;[rfi);ie((:lol\gl:é;yi’can States l(zg(l))
AO MUFG Bank (Eurasia) ?ﬁgs}‘;‘l’g’m Federation 100.0
MUFG Bank (Europe) N.V. 23;?:32?% the Netherlands 100.0
MUFG Bank Turkey Anonim Sirketi {;;?Eﬁ; of Turkey 99.9
Bank of Ayudhya Public Company Limited E?Illlgg(li((())rl;, of Thailand 76.8
MUFG Bank (China), Ltd. ggggige}}?izepubnc of China 100.0
PT Bank Danamon Indonesia, Tbk. JRaek;lﬁi’ic of Indonesia 9(‘1”()))
MUFG Bank (Malaysia) Berhad 511:11211?/ SLi:mpur’ 100.0
PT U Finance Indonesia JRaé(;ljg’ic of Indonesia 84.6

C . Bangkok, 12.2
MUFG Participation (Thailand) Co., Ltd. Kingdom of Thailand s g232])

101 Other companies




(Equity method investees)

Ratio of voting rights
Company name Address holding (held) (%)
JACCS CO., LTD. Hakodate City, Hokkaido 20.3
au Jibun Bank Corporation Chuo-ku, Tokyo 36.2
Mitsubishi UFJ Capital Co., Ltd. Chuo-ku, Tokyo z(gg)
The Mitsubishi Asset Brains Company, Limited Minato-ku, Tokyo 25.0
JALCARD, INC. Shinagawa-ku, Tokyo 49.3
BOT Lease Co., LTD. Chuo-ku, Tokyo (i;'g)
The Chukyo Bank, Limited Naka-ku, Nagoya City 3((9)3)
Nippon Mutual Housing Loan Co., Ltd. Taito-ku, Tokyo [ 4;12]
Vietnam Joint Stock Commercial Bank for Indust Hanoi,
Y lthe Socialist Republic of 19.7
and Trade .
Vietnam
. . Makati,
Security Bank Corporation Republic of the Philippines 20.0
o Bangkok, 20.0
Bangkok MUFG Limited Kingdom of Thailand (10.0)
. . Bangkok, 11.1
MUFG Holding (Thailand) Co., Ltd. Kingdom of Thailand 129.8]
30 Other companies

(Notes)

1.
2. Of the above affiliates, Mitsubishi UFJ Financial Group, Inc., JACCS CO., LTD. and The Chukyo Bank, Limited

Of the above affiliates, Bank of Ayudhya Public Company Limited is classified as a Specified Subsidiary.

submit annual securities reports or securities registration statements.
Of the above affiliates, the ordinary income of MUFG Americas Holdings Corporation and Bank of Ayudhya Public

Company Limited (excluding intercompany transactions between consolidated companies) represents more than

The ordinary income, ordinary profit, net income, total equity and total assets of MUFG Americas Holdings
Corporation are ¥767,730 million, ¥102,963 million, ¥66,845 million, ¥1,636,387 million and ¥19,122,226 million,

The ordinary income, ordinary profit, net income, total equity and total assets of Bank of Ayudhya Public Company
Limited are ¥552,256 million, ¥103,969 million, ¥107,767 million, ¥1,077,722 million and ¥8,887,019 million,

Key information, including profit and loss figures of MUFG Americas Holdings Corporation and Bank of Ayudhya
Public Company Limited, are presented above on a consolidated basis and do not represent the performance of the

3.
10% of the ordinary income in the consolidated financial statements.
respectively.
respectively.
stand-alone entities.
4.

() in the “Ratio of voting rights holding (held)” column refers to indirect ownership via subsidiaries, while [ ]
indicates the ratio of ownership by “persons who are found to exercise their voting rights in the same manner as
the Company due to having a close relationship with the Company in terms of contribution, personnel affairs, funds,
technology, transactions or other matters” or “persons who agree to exercise their voting rights in the same manner
as the Company.”



5. Employees

(1) Number of employees in consolidated companies

As of March 31, 2020

. lobal
Retail & Japanese Globa Global
. . |Corporate &|Corporate & . Global
Commercial Commercial
. Investment | Investment . Markets .
Banking . . Banking . Other units |  Total
. Banking Banking . Business
Business . . Business .
Unit Business Business Unit Unit
Unit Unit
Number of 22,713 4,204 2,219 54,595 1,367 21,797 106,895
employees [10,000] [500] [100] [7,600] [0] [7,100] [25,300]
(Notes) 1. Number of employees includes locally hired overseas staff members, but excludes 3,596 contract employees and
24,400 temporary employees.
2. Numbers within brackets indicate average number of temporary employees for the current fiscal year.
3. Number of temporary employees includes contractors and is rounded to the nearest hundred.
4. Number of contractors counted as temporary employees was 4,100 at the end of the current fiscal year while 4,500
on average over the year (numbers are rounded to the nearest hundred).
5. Number of employees increased by 19,019 compared to the end of the previous fiscal year. The increase was due

to an additional 19,530 employees in the Global Commercial Banking Business Unit, driven by three Group

companies including the consolidation of PT Bank Danamon Indonesia, Tbk. (22,999 employees).

(2) Employees of the Bank

As of March 31, 2020

Average years of service | Average annual salary
Number of employees Average age (Years) (Years) (Thousands of yen)
32,186
[10.783] 39.6 15.2 7,744
Retail & Japanese Global Global
. |Corporate & |Corporate & . Global
Commercial Commercial
. Investment | Investment . Markets .
Banking . . Banking . Other units Total
. Banking Banking . Business
Business . . Business .
Unit Business Business Unit Unit
Unit Unit
Number of 19,994 3,437 1,394 3 1,248 6,110 32,186
employees [9,193] [486] [85] (0] [25] [994] [10,783]
(Notes) 1. Number of employees excludes employees loaned to other companies but includes employees loaned to the Bank,

while it includes locally hired overseas staff members, but excludes 1,501 contract employees and 10,300 temporary

employees.

Number of employees excludes 106 Executive Officers (15 of whom serving as Directors concurrently).

3. Numbers within brackets indicate average number of temporary employees for the current fiscal year.

Number of temporary employees includes contractors. Number of contractors was 2,006 at the end of the current

fiscal year and 2,178 on average over the year.

5. Average age, average years of service and average annual salary reflect neither locally hired overseas staff members

nor employees loaned to the Bank.

6. Average annual salary includes bonus and extra wages.
7. Employees union of the Bank is called The MUFG Bank Union with the membership of 30,072.
No significant issues exist between the union and the management.
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II. Business Overview
1. Management Policy, Business Environment and Issues to be Addressed, etc.
Forward-looking statements in this section reflect the Bank’s view as of the end of the current fiscal year.

(1) Management policy

There have been ongoing changes in social structure which impact our business and such changes have
been amplified by the pandemic caused by the spread of the coronavirus disease (COVID-19). Non-face-to-
face services and capacities to work remotely have been expanding throughout the world at a faster pace than
ever, and we note that people’s work styles and values are continually diversifying as a result. In addition, there
is an unprecedented and heightened sense of awareness regarding contributing to social issues.

Amid such major structural changes in society, there are various requirements for financial institutions.
Simply put, we believe the important themes are “responding to the digital shift of society” and “contributing
to solving social issues.”

We consider the “digital shift of society” as a significant irreversible and accelerating change, which has
partly been driven by the impact of COVID-19. We believe reforms to MUFG’s corporate operation itself are
required, including customer contact points and employee work styles. Specifically, these include responding
to non-face-to-face, paperless, and seal-less services, as well as reforms to the habitual work style of physically
going to the office.

Regarding “contributing to solving social issues,” in addition to the importance of the “E” (Environment)
in “ESG,” which is the necessity for financial institutions to further promote responses to climate change risks,
we are focused on contributing to social issues as well (the “S” in “ESG”). The key is to further integrate social
issues and management strategies within our operations. Consistent with our direction towards the digital shift,
as a company responsible for social infrastructure, we believe it is important to synchronize contributions to
Japanese society, such as providing digital certifications and efforts to eliminate the use of seals, with our own
growth.

Our responses to these themes include the use of these three management policy keywords to connect these
changes in social structure to our growth opportunities: “digitalization,” “resilience,” and “engagement.”

The first is “to digitize the way we operate.” While we consider the reality of challenges we face in our
digitization efforts, we have raised this keyword first to respond to the digital shift of society.

The second is a “focus on our resilience as a business.” The recent crisis has reminded us that MUFG must
continue to be trusted under any environment. We will emphasize our reliability as a financial institution and
place our management resources in focus areas in which we have strengths.

The final keyword is “engagement-focused management.” While significant changes are required of the
Bank and of each employee, we value a direction of reforms that induces sympathy. We want to create an
attractive company where everyone can feel a sense of participation, enabling empathy between employees,
organizations, customers, and society.

(2) Business environment

An overview of the financial and economic environment in fiscal year 2019 reveals the global economy
followed a trend of deceleration overall due to trade friction between the US and China. Nevertheless, during
the latter half of the fiscal year, there were signs that the manufacturing of goods, such as semiconductors,
stopped declining worldwide and despite some lingering uncertainty caused by political issues, such as US-
China friction, it appears the global economy was starting to improve. However, during the start of the fourth
quarter, the economy faced a new crisis: the global spread of a novel coronavirus disease, COVID-19. Cases
of infection rose in China at first and then spread rapidly to developed countries like the US and those in Europe
towards the end of February 2020. There was also an increasing number of cases in Asia outside China, such
as ASEAN (the Association of Southeast Asian Nations) and NIEs (Newly Industrialising Economies).
Meanwhile, outbreaks of new cases of infection also began to appear in Japan near the end of March 2020
mainly in large urban areas. Governments throughout the world enacted strict public health measures in order
to prevent the spread of infection, but these measures also led to a substantial decrease in economic activities.

Regarding the financial situation, US and Japanese stock prices were generally on an upward trend and
the JPY mostly traded between ¥105 and ¥110 per USD from the start of the fiscal year until the third quarter
with occasional rises and falls across markets in response to developments in the US-China conflict over trade
and other factors. However, since the start of the fourth quarter, there have been large declines in stock prices
as a result of the COVID-19 pandemic which also inadvertently lead to significant movements in the JPY/USD
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exchange rate. Interest rates were generally low in both Japan and other developed countries throughout the
fiscal year as central banks enhanced their monetary easing by lowering policy rates, citing uncertainty about
the future brought about by the US-China trade friction and low inflation rates. Towards the end of the fiscal
year, further powerful monetary easing policies were adopted around the world in response to the rise in
COVID-19 cases; in the US, the lower limit for the federal funds rate was set at 0% and some emerging
economies also followed suit and carried out interest rate cuts. As a result, interest rates in developed countries
overseas and in Japan remained low.

(3) Issues to be Addressed

Based on the Medium-term Business Plan, we aim to deliver the best value to all stakeholders through
“simple, speedy and transparent group-integrated operations.” We will move from “group collaboration” and
“group-driven management” to “group-based, integrated management” to foster business transformation. We
will work to further reinforce the functions assumed by each company, strengthen the functionality of products
and services and increase the capacity to provide solutions.

We will continue to steadily implement the Group’s key measures centered on the Eleven Transformation
Initiatives in fiscal year 2020, the third year of our medium-term business plan, while responding with
flexibility to changes in the environment. Moreover, by appropriately resolving issues that arise in the process
of carrying out these initiatives, we will enhance our practical skills and ability to accomplish our goals, and
speed up reform.

With regard to the current COVID-19 situation, it is highly unclear at present to what extent the infections
will spread and when conditions will return to normal. This makes it difficult to accurately assess the impact
of the situation on economies and on our own business results. However, we are placing the utmost effort to
create an economic forecast for fiscal year 2020 and determine the extent of its effects on our business results.

We prioritize the safety of all stakeholders including customers, employees, and shareholders, and will
continue implementing measures such as providing financing support to enterprises, as a part of the financial
infrastructure that is essential for society to maintain its functions.

The MUFG Group’s Vision ~ Our Corporate Vision Beyond “Re-Imagining” Initiative

We aim to deliver the best value to all stakeholders through simple, speedy and transparent® group-integrated

operations. Also, we will contribute to the realization of sustainable growth and a better society by promoting

solution-oriented business.

(1) Engage in the needs and issues of customers and society, and provide optimized solutions.

(2) Redefine ideal legal entities and the group, and develop a sustainable business model unique to MUFG.

(3) Provide a workplace where each employee can realize his or her talent development.

(4) Based on the results achieved above, respond to shareholders’ expectations and enhance a reliable
relationship with them.

* Transparent: universal, barrier-free open personnel communications between legal entities, and between company branches and
the Head Office, regardless of title and position. It also implies an understanding of the Group’s corporate vision.

(Group’s priority strategies)

Each legal entity of the MUFG Group, business groups and the Corporate Center will promote the Group’s
priority strategies based on the “Eleven Transformation Initiative” together, with the goal of boosting net
operating profits by approximately ¥250 billion.

Taking the impact of the COVID-19 pandemic into consideration, the Group will implement core
strategies based on its newly formulated management policy. These core strategies are: the digitalization of the
domestic retail business area which aims to digitalize customer contact points, channels, and middle and back
office operations so that they become “smart,” thereby lowering the break-even point; the restructuring of our
global strategy by identifying the growth potential and strengths of each region, optimal allocation of
management resources, and collaboration with Grab Holdings Inc. to take on the challenges of next-generation
financial services; and further foundation and process reforms that lead to corporate culture reforms, including
the streamlining of administrative work by switching to paperless and seal-less methods, and the creation of
work environments and preparation of a foundation that reflect the diverse values and work styles of employees.
Although progress on some existing measures may be delayed due to the impact of policies taken for the current
COVID-19 situation, we will carefully identify the extent of the impact on our measures.
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*1 Abbreviation for Business Process Re-engineering, a radical restructuring of all existing businesses, including business details and flows.

*2 A business model under which relationship managers {RMs who are in charge of a specific customer) and product offices (POs which plan. develop and provide products and
services) offer advanced services through mutual cooperation

*3 Abbreviation for Corperate and Investment Banking, This business consists of tradinonal corporate banking (e.g. deposits and loans) and investment banking (¢ g. capital markets
and M&A), and provides sophisticated financial services

(4) Financial Targets

The Bank’s parent company, Mitsubishi UFJ Financial Group, has set a medium- to long-term financial
targets, along with fiscal 2020 targets, as follows (announced in May 2018):

FY2017 FY2020 Mid-to long-term
results targets targets
ROE 7.53% Approx. 7% - 8% 9% -10%
Bel
Expense ratio 68.0% eow Approx. 60%
FY2017 results
- CEllratio 11.7% Approx. 11%
(Finalized Basel III reforms basis")

* Estimated CET1 ratio reflecting the RWA increase calculated on the finalized Basel 111 reforms basis
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2. Risks Related to Business

We determine the significance of various risk scenarios based on their impact and probability and identify
potential risk events that are deemed to require close monitoring and attention for the next one-year period as
top risks. The main top risks identified by our Risk Management Committee in March 2020 are listed below.
By identifying these top risks, we seek to implement necessary risk management measures designed to
minimize such risks to the extent possible and manage them in such a manner that they can be effectively
resolved in the event that they materialize. In addition, through management’s participation in discussions on
such top risks, we strive to take effective measures based on a shared assessment of risks.

Main top risks

Risk events Risk scenarios
A decline in profitability - Our overall profitability may be adversely affected by, among other
(including a decline in net things, a decline in our net interest income due to further reductions in
interest income) interest rates as a result of changes in the monetary policies of central

banks in various jurisdictions in light of the COVID-19 pandemic and
deterioration in global economic conditions.

Foreign currency liquidity |-  Deterioration in market conditions may result in a depletion of foreign

risk currency funding liquidity and an increase in our foreign currency
funding costs.

An increase in credit costs | - Sudden deterioration in global economic activities may result in an

increase in our credit costs.

- Deterioration in the credit quality of particular industries or
counterparties, to which we have relatively larger exposures, may result
in an increase in our credit costs.

IT scenario - Cyber-attacks may result in customer information leakage, suspension of

our services, and reputational damage.
- System problems may result in our payment of financial compensation
and damage to our reputation.

Risks relating to money - If we are deemed not complaint with applicable regulations relating to
laundering, economic money laundering, economic sanctions, bribery and corruption, we may
sanctions, bribery and become subject to issuance of business suspension orders, fines and
corruption reputational damage.

Market conduct risk - If our operations are deemed to be insufficient in addressing regulatory or

public concerns, to constitute unfair or inappropriate business practices,
or to fail to meet market or industry rules or standards, customer
protection requirements or corporate behavior expectations, we may
become subject to administrative business suspension orders and fines as
well as reputational damage.

Risks relating to external - Health pandemics, natural disasters, conflicts and terrorist attacks may
circumstances or events result in disruption to all or part of our operations or an increase in costs
(such as health pandemics, and expenses in addressing such circumstances or events.

earthquakes, floods,
terrorism and other political
and social conflicts)
Risks relating to climate - If our efforts to address climate change-related risks or to make appropriate

changes disclosure are deemed insufficient, our corporate value may be impaired.
Our credit portfolio may be adversely affected by the negative impact of
climate change on our borrowers and transaction counterparties.

* These risk events are among the risk events that were reported to the Bank’s Board of Directors following the
Risk Management Committee’s discussion in March 2020. These risk events include risk events of generally
applicability.

Based on our analysis of the top risks described above, we have described below major matters relating to
risks to our business and other risks that we believe may have a material impact on your investment decision.
In addition, to proactively disclose information to investors, we have described matters that do not necessarily
correspond to such risk factors, but that we believe are material to you in making an investment decision. We
will, with the understanding that these risks may occur, endeavor to avoid the occurrence of such risks and to
address such risks if they occur.

This section contains forward-looking statements, which, unless specifically stated otherwise, reflect our
understanding as of the date of filing of this annual securities report.
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Risks relating to our business environment

(1) Risks relating to deterioration in economic conditions in Japan and globally

Economic conditions in Japan and around the world may deteriorate significantly due to various factors
driven by the COVID-19 pandemic and the corresponding measures being implemented in response to the
pandemic. Such measures include restrictions on travel, changes to storefront operations and other
precautionary activities in Japan as well as other countries and regions globally, and have already driven
fluctuations in crude oil prices, as prices have declined and remained at low levels. Uncertainty over the
Japanese and global economies still remain not only because of the unpredictability of the timing around the
containment of COVID-19, but also because of such other factors as concerns over political developments in
the United States, the possible negative impact on international trade resulting from shifts in the trade policies
of various countries and regions. Furthermore, uncertainty is driven also by concerns relating to the United
Kingdom’s withdrawal from the European Union, and the slowing economic growth in China and the economic
stagnation in emerging countries and commodity-exporting countries, as well as the political turmoil in various
regions around the world. In addition, external events, such as earthquakes, typhoons, floods and other natural
disasters, terrorism and other political and social conflicts, abduction, and health pandemics or epidemics, may
cause deterioration in economic conditions and market instability in affected areas.

Worsening economic conditions in Japan and around the world may result in, among other things,
impairment or valuation losses on securities and other assets that we hold due to declines in the market value
of such assets, an increase in our non-performing loans and credit costs due to deterioration in borrowers’
business performance, a decrease in our profits due to deterioration in the creditworthiness of counterparties
in market transactions, a reduction in foreign currency funding liquidity, an increase in our foreign currency
funding costs, and an increase in the level of risk in the risk assets that we hold. Our profitability may be
adversely affected by various other factors, including a decline in our net interest income caused by such factors
as changes in the monetary policies of central banks in various jurisdictions. In addition, an economic downturn
may result in a decline in new investments and business transactions by customers due to stagnation in
economic activity, weak consumer spending, diminished investor appetite for making investments in uncertain
financial markets, and a decrease in our assets under custody or management.

In the event of a financial market turmoil or depression resulting from significant volatility in bond and
stock markets or foreign currency exchange rates, or a global financial crisis, the market value of financial
instruments that we hold may significantly decline, properly quoted market prices of such instruments may
become unavailable for valuation purposes, or financial markets may become dysfunctional. As a result, we
may incur impairment or valuation losses on financial instruments in our portfolio.

Any of the foregoing factors may materially and adversely affect our business, operating results and
financial condition.

(2) Risks relating to external circumstances or events (such as conflicts, terrorist attacks and natural disasters)

As a major financial institution incorporated in Japan and operating in major international financial markets,
our business operations, ATMs and other information technology systems, personnel, and facilities and other
physical assets are subject to the risks of earthquakes, typhoons, floods and other natural disasters, terrorism
and other political and social conflicts, abduction, health pandemics or epidemics, and other disruptions caused
by external events, which are beyond our control. Such external events may result in loss of facility and human
and other resources, suspension or delay in all or part of our operations, inability to implement business
strategic measures or respond to changes in the market or regulatory environment as planned, and other
disruptions to our operations. In addition, we may be required to incur significant costs and expenses, including
those incurred for preventive or remedial measures, to deal with the consequences of such external events. As
a result, our business, operating results and financial condition may be materially and adversely affected.

For example, the COVID-19 pandemic has required us to temporarily close some of our business locations,
which resulted in reduction in our and our vendors’ operational capacity due to restrictions on mobility, among
other negative impacts. Although we have taken various measures, including establishing a Crisis Control
Headquarter headed by our President and implementing remote work and off-peak commute policies and
programs, designed to ensure the safety of our employees and vendors as well as the continuity of our
operations, if a large number or concentrated groups of employees of us and our vendors become infected by
the virus or if the pandemic continues to expand or is not sufficiently controlled, we may be further adversely
affected.

As with other Japanese companies, we are exposed to heightened risks of large-scale natural disasters,
particularly earthquakes. In particular, a large-scale earthquake occurring in the Tokyo metropolitan area and
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other areas where we have our important business functions may have a material adverse effect on our business,
operating results and financial condition.

Our risk management policies and procedures may be insufficient to address the consequences of these
external events, resulting in our inability to continue to operate a part or the whole of our business. In addition,
our redundancy and backup measures may not be sufficient to avoid a material disruption in our operations,
and our contingency and business continuity plans may not address all eventualities that may occur in the event
of a material disruption caused by a large-scale natural disaster such as the March 2011 Great East Japan
Earthquake, which led to tsunamis, soil liquefaction and fires, as well as electricity power supply shortages
and corresponding electricity power conservation measures.

(3) Risks relating to reforms of London Interbank Offered Rate and other interest rate benchmarks

We have various transactions, including derivatives, loans, bonds, and securitized products, that reference
London Interbank Offered Rate (LIBOR), or other interest rate benchmarks. In July 2014, the Financial
Stability Board proposed reforms of interest rate benchmarks and development of a risk-free rate as an
alternative interest rate benchmark. In July 2017, the Chief Executive of the Financial Conduct Authority, or
FCA, of the United Kingdom, which regulates LIBOR, announced that it would not compel panel banks to
quote rates in order to continue publishing LIBOR beyond the end of calendar 2021 and, as a result, there are
considerable uncertainties regarding the publication of LIBOR after calendar 2021.

In anticipation of the discontinuation of the publication of LIBOR at the end of calendar 2021, we are taking
measures to deal with the reform of LIBOR and other interest rate benchmarks and the transition to alternative
reference rates. However, such transition is complex and uncertain in many respects and may have various
adverse impacts on our business, financial position and operating results. In particular, such transition may,
among other things,

- adversely affect the price, liquidity, profitability, and tradability of a wide range of financial instruments,
such as loans and derivatives, included in our financial assets and liabilities that reference LIBOR and
other interest rate benchmarks;

- require negotiations with our counterparties to modify contracts to replace the reference rate for existing
contracts based on or linked to LIBOR and other interest rate benchmarks with alternative reference rates;

- result in disputes with customers and counterparties concerning the interpretation of affected contracts or
economic adjustments to the alternative reference rates adopted in connection with the reform of LIBOR
and other interest rates and the transition to alternative reference rates, or disputes concerning
inappropriate trade practices or abuse of a dominant bargaining position in transactions with customers;

- require us to respond to regulatory authorities in connection with the reform of LIBOR and other interest
rates and the transition to alternative reference rates; and

- require us to develop risk management and other operational systems and processes necessary to
effectively deal with the reform of LIBOR and other interest rates and the transition to alternative
reference rates, which may prove challenging or impossible, or incur significant system investment and
other costs in connection with such reform and transition.

(4) Risks relating to climate change

Physical damage caused by extreme weather conditions and natural disasters resulting from climate change,
as well as governments’ measures to strengthen climate-related regulations and the transition to a low-carbon
society, may adversely affect the business and financial condition of us and our clients, including our credit
portfolio.

We recognize the importance of appropriately understanding, evaluating and disclosing climate change-
related risks, and we intend to support the recommendations of the Climate Financial Disclosure Task Force,
or TCFD, which has been established by the Financial Stability Board. To be in line with the TCFD, we intend
to make a continued effort to improve our understanding and evaluation of the relevant risks and to enhance
our related disclosure. However, if our effort to address climate change-related risks or to make appropriate
disclosure proves or is deemed insufficient and, as a result, we are considered to fail to fulfill our responsibility
to society, our corporate value may be impaired and our business, financial condition and results of operations
may be adversely affected.
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Risks relating to our strategies

(5) Risks relating to competitive pressures and failure to achieve business plans or operating targets

Competition in the financial services industry may further intensify due to the increase in the number of
non-financial institutions entering the financial services industry with alternative services such as electronic
settlement services as a result of development of new technologies such as artificial intelligence, or Al, and
blockchain as well as significant changes in regulatory barriers.

We have been implementing various business strategies on a global basis designed to strengthen our
competitive position and profitability. However, competition may further increase as other global financial
institutions enhance their competitive strength through mergers, acquisitions, strategic alliances, and profit
improvement and other measures.

Under such circumstances, our business, financial condition and results of operations may be adversely
affected if our strategies fail to produce the results we expect or if we are required to delay or otherwise change
our strategies and our competitiveness declines because of various factors, including:

- the volume of loans made to borrowers does not increase as anticipated;

- our income from interest spreads on the existing loans does not improve as anticipated;

- our loan interest spread further narrows as a result of the “quantitative and qualitative monetary easing
with yield curve control” program being maintained in Japan for an extended period or the negative
interest rate being lowered from the current level;

- our fee income does not increase as much or quickly as planned;

- our strategy to build a business infrastructure for new services and products through digitalization or
otherwise does not proceed as planned;

- clients and business opportunities are lost, costs and expenses significantly exceed our expectations, or
our strategies to improve financial and operational efficiency or system integration plans are not achieved
as expected, because of delays in the ongoing or planned intra-group integration, reorganization or
streamlining of our operations;

- we are unable to hire or retain necessary human resources;

- our foreign currency funding becomes limited or unavailable; and

- we are restricted in agility or flexibility in investing in non-financial institutions under applicable laws
and regulations in and outside of Japan.

(6) Risks accompanying the expansion of our operations and the range of products and services

As we expand our business operations globally, we may become exposed to new and increasingly complex
risks. We may not be able to establish appropriate internal controls or risk management systems or to hire or
retain necessary human resources to effectively deal with compliance, regulatory and other risks entailing the
expanded scope of our operations, products and services in all cases and, as a consequence, our financial
condition and results of operations may be adversely affected.

Strategic measures implemented in an effort to become the world’s most trusted financial group, include
acquiring businesses, making investments and entering into capital alliances globally. We may continue to
pursue opportunities in accordance with our strategic measures, however, our acquisition, investments and
capital alliances may not proceed as planned or may be changed or dissolved. We may not achieve the synergies
or other results that we expected, or we may incur impairment or valuation losses on securities acquired or
intangible assets, including goodwill, recorded in connection with such business acquisitions, investments or
business alliances. Such circumstances may arise because of changes in the strategies or financial condition of
our acquirees, investees or alliance partners that are inconsistent with our interests, unanticipated changes in
the industry or business environment affecting our acquirees, investees or alliance partners, stagnation of the
economy, changes in the laws, regulations or accounting standards applicable to our acquirees, investees or
alliance partners, or inability to obtain regulatory approvals. These and other similar circumstances may
adversely affect our business strategies, financial condition and results of operations.

We may be unable to achieve the benefits expected from our efforts to expand business operations if our
expansion strategy does not proceed as planned.
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Risks relating to our major investees

(7) Risks relating to Our Major Overseas Subsidiaries

Our major overseas subsidiaries include MUFG Americas Holdings, a wholly owned subsidiary in the
United States, Krungsri, an indirect subsidiary in Thailand, and Bank Danamon, an indirect subsidiary in
Indonesia. These subsidiaries engage in retail and commercial banking primarily in their respective local
markets. Adverse changes in the business and financial performance of any of these subsidiaries may
significantly affect our financial condition and results of operations. Factors that can negatively impact these
subsidiaries include deterioration in the local economy or economic prospects or the credit quality of their loan
portfolio, fluctuations in the stock, interest rate, foreign currency exchange, commodities or real estate market,
political or social instability, changes in the regulatory or competitive environment, natural disasters,
pandemics or epidemics of infectious or contagious diseases, geopolitical conflicts, losses from legal
proceedings, as well as the business performance of companies investing in or entering into the local market
and the condition of economies, financial systems, laws and financial markets in the markets where such
companies primarily operate. Costs incurred due to weaknesses in the internal controls or the regulatory
compliance systems of the subsidiaries may also adversely affect their business and financial performance. For
a discussion on impairment of intangible assets, including goodwill, see “6. Risks accompanying the expansion
of our operations and the range of products and services.”

Risks related to our ability to meet regulatory capital requirements

(8) Risks relating to regulatory capital ratio and other related requirements
1) Capital ratio and other regulatory ratio requirements and factors that can adversely affect our ratios

We are subject to capital adequacy ratio and leverage ratio requirements adopted in Japan in accordance
with Basel III. In addition, the finalized risk measurement requirements are expected to be phased in from
2023, and the leverage ratio surcharge is expected to be applied from 2023.

If the Banks’ capital ratios or leverage ratios fall below the required levels, including various capital
buffers, the FSA may require us to take a variety of corrective actions, including abstention from making
capital distributions and suspension of our business operations.

In addition, some of our bank subsidiaries are subject to the local capital adequacy ratio and other capital
requirements of various foreign countries, including the United States, and if their ratios fall below the
required levels, the local regulators may require them to take a variety of corrective actions.

Factors that will affect our and our bank subsidiaries’ capital ratios or leverage ratios include:

- fluctuations in our or our banking subsidiaries’ portfolios due to deterioration in the

creditworthiness of borrowers and the issuers of equity and debt securities;

- difficulty in refinancing or issuing instruments upon redemption or at maturity of such instruments

to raise capital under terms and conditions similar to prior financings or issuances;

- declines in the value of our or our banking subsidiaries’ securities portfolios,

- adverse changes in foreign currency exchange rates;

- adverse revisions to the capital ratio and other regulatory requirements;

- reductions in the value of our or our banking subsidiaries’ deferred tax assets; and

- other adverse developments.

2) Regulations applicable to G-SIBs

The Financial Stability Board has identified Mitsubishi UFJ Financial Group, Inc. (“Mitsubishi UFJ
Financial Group”) as one of the G-SIBs, which are subject to a capital surcharge. As such, we may be
required to meet stricter capital requirements in the future.

3) Capital raising

Although capital instruments issued in or prior to March 2013 may be included as a capital item when
calculating capital ratios to the extent permitted by a transition measure, such capital instruments require
refinancing that meets the current requirements. In order for newly issued capital instruments to be included
as a capital item in the calculation of capital ratios under the current requirements, such instruments must,
among other things, have a clause in their terms and conditions that requires them to be written down or
converted into common stock upon the occurrence of certain events, including when the issuing financial
institution is deemed non-viable or when the issuing financial institution’s capital ratios decline below
prescribed levels. As a result, under certain market conditions, we may be unable to refinance or issue
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capital raising instruments under terms and conditions similar to those of qualifying prior capital raising
instruments. If such circumstances arise, our and our banking subsidiaries’ capital could be reduced, and
our and our bank subsidiaries’ capital ratios and leverage ratios could decrease.

4) Total loss absorbing capacity in resolution

The Financial Stability Board issued “Principles on Loss-absorbing and Recapitalisation Capacity of G-
SIBs in Resolution” in November 2015 and “Guiding Principles on the Internal Total Loss-Absorbing
Capacity of G-SIBs (‘Internal TLAC’)” in July 2017. These principles are designed to ensure that if a G-
SIB fails, it has sufficient total loss-absorbing capacity, or TLAC, available in resolution. Based on these
principles, in Japan, G-SIBs, including us, are required to maintain certain minimum levels of capital and
liabilities that are deemed to have loss-absorbing and recapitalization capacity, or External TLAC, and
allocate a certain minimum level of External TLAC to material subsidiaries within the Group, or Internal
TLAC, starting in the fiscal year ended March 31, 2019. The applicable minimum requirements are
expected to be raised in the fiscal year ending March 31, 2022. Within the MUFG Group, the Bank,
Mitsubishi UFJ Trust and Banking, Mitsubishi UFJ Morgan Stanley Securities Co., Ltd. and MUFG
Americas Holdings are designated as material subsidiaries. We may become subject to various regulatory
actions, including restrictions on capital distributions, if we are unable to maintain our External TLAC
ratios or the amount of Internal TLAC allocated to any of our material subsidiaries in Japan above the
minimum levels required by the standards imposed by the FSA. Our External TLAC ratios and the amount
of our Internal TLAC are affected by various factors described in 1), 2) and 3) above pertaining to the
capital adequacy ratio and other related regulations. Although we plan to issue TLAC-eligible debt in an
effort to meet the minimum required levels of External TLAC ratios and Internal TLAC amounts, we may
fail to do so if we are unable to issue or refinance TLAC-eligible debt as planned.

In addition, MUFG Americas Holdings, a U.S. banking subsidiary within our group, is subject to local
TLAC regulations and may become subject to various regulatory actions in the United States if the
subsidiary fails to meet the minimum required levels.

(9) Risks relating to foreign exchange rate

We operate our business globally and we hold assets and liabilities denominated in foreign currencies. The
Japanese yen translation amounts of our assets and liabilities denominated in foreign currencies will fluctuate
due to fluctuations in the foreign currency exchange rate. To the extent that our foreign currency-denominated
assets and liabilities are not matched in the same currency or appropriately hedged, fluctuations in foreign
currency exchange rates against the Japanese yen may adversely affect our capital ratios, financial condition,
and results of operations. For information on the status of assets and liabilities held overseas, please refer to
“3. Management Analyses of Financial Position, Results of Operations and Cash Flows” in this Annual
Securities Report.

Credit risk (risk of loss resulting from deterioration in financial condition of borrowers or transaction
counterparties)

(10) Risks relating to our lending business

The lending business is one of our primary businesses. To the extent that our measures designed to mitigate
credit risk, including collateral, guarantee and credit derivatives, are insufficient, our credit costs may
significantly increase if borrowers fail to meet their interest payment or principal repayment obligations as
expected or if we fail to effectively and adequately anticipate and deal with deterioration in the credit quality
of our borrowers. Any such failure may adversely affect our financial condition and results of operations and
may also result in a decrease in our capital ratios. For information on the status of credit costs and risk-
monitored loans, please refer to “3. Management Analyses of Financial Position, Results of Operations and
Cash Flows” in this Annual Securities Report, and for information on credit derivatives transactions, please
refer to “27. DERIVATIVES” in “Notes to Consolidated Financial Statements” under “Consolidated Financial
Statements” of “V. Financial Information.” Our credit costs and non-performing loans may increase in the
future due to deterioration in economic conditions in Japan and other parts of the world, including emerging
countries, fluctuations in oil and other commodity prices, declines in real estate and stock prices, depreciation
of currencies of emerging markets, or financial difficulties of our borrowers due to such factors as intensifying
competition within their respective industries.

1) Status of our allowance for credit losses
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Our allowance for credit losses is based on assumptions and estimates of the condition of borrowers, the
value of collateral and the economy as a whole. Because of deterioration in general economic conditions or
in the financial performance of specific borrowers, we may be required to increase our provision for credit
losses. We may also incur additional credit losses if our actual loan losses exceed our allowance for credit
losses. As of March 31, 2020, the balance of our allowance for credit losses was ¥612.5 billion. For
information on the recording of allowance for credit losses, please refer to “Estimates of allowance for
credit losses” under “(3) Significant Accounting Estimates and the Assumptions Used in Such Estimates”
of “3. Management Analyses of Financial Position, Results of Operations and Cash Flows.”

2) Concentration of loan and other credit exposures to particular industries and counterparties

When we make loans and other extensions of credit, we seek to diversify our portfolio to avoid any
concentration of exposure to a particular industry or counterparty. However, our credit exposures to the
energy and real estate industries are relatively high in comparison to other industries, and we are
consequently susceptible to adverse changes in these particular industries. While we continue to monitor
and respond to changes in circumstances and other developments relating to particular industries and
individual counterparties as well as each relevant country and region, including emerging countries, their
credit quality may deteriorate to an extent greater than expected due to changes in economic conditions in
Japan and other countries and regions and fluctuations in oil and other commodity prices, real estate prices
and foreign currency exchange rates.

3) Our response to borrowers

Even in the event that a borrower defaults, based on the efficiency and effectiveness of collecting on
loans and other factors, we may not exercise all of our legal rights as a creditor against the borrower.

In addition, if we determine that it is reasonable, we may forgive debt or provide additional loans or
equity capital to support borrowers. If such support is provided, our outstanding loans may increase
significantly, our credit costs may increase and the price of the additional equity purchased may decline.

(11) Transactions with other financial institutions

Declining asset quality and other financial problems may exist at some domestic and foreign financial

institutions, including banks, non-bank lenders and credit institutions, securities companies and insurance
companies, and these problems may worsen or these problems may arise as new issues. If the financial
difficulties of these financial institutions continue, worsen or arise, they may not only lead to liquidity and
insolvency problems of such financial institutions but also result in systemic problems adversely affecting the
financial market and the wider economy, and may adversely affect us for the following reasons:

we have credit extended to some financial institutions;

we are shareholders of some financial institutions;

financial institutions that face problems may terminate or reduce financial support to borrowers. As a
result, these borrowers may become distressed or our problem loans to these borrowers may increase;
we may be requested to participate in providing support to distressed financial institutions;

if the government elects to provide regulatory, tax, funding or other benefits to financial institutions
controlled by the government to strengthen their capital, increase their profitability or for other purposes,
they may adversely affect our competitiveness against them;

our deposit insurance premiums may rise if deposit insurance funds prove to be inadequate;
bankruptcies or government control of financial institutions may generally undermine the confidence of
depositors in, or adversely affect the overall environment for, financial institutions; and

negative media coverage of the financial industry or system, regardless of its accuracy and applicability
to us, may harm our reputation and market confidence.
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Risk relating to our strategic equity portfolio (risk of loss resulting from a decline in the value of equity
securities we hold)

(12) Risks relating to our equity portfolio

We hold large amounts of marketable equity securities, including those held for strategic investment
purposes. As of March 31, 2020, the market value of such securities was approximately ¥3.3 trillion, and the
book value of such securities was approximately ¥1.7 trillion. In view of mitigating the risk of equity price
volatility, our basic policy is to reduce the amount of equity securities held for strategic investment purposes.
We examine the objective and economic rationale for strategically held equity securities, and if we determine
that it no longer makes reasonable sense to continue to hold them, we will seek to dispose of such equity
securities. For our strategic equity portfolio, we endeavor to manage the risk of stock price fluctuations by
hedging a portion of the portfolio using total return swaps and other hedging instruments.

However, if stock prices decline, we may incur significant impairment losses or valuation losses on our
equity investment portfolio. In addition, since unrealized gains and losses on equity securities are reflected in
the calculation of regulatory capital amounts, a decline in stock prices may result in a decrease in our capital
ratios and other regulatory ratios. As a result, our financial condition and results of operations may be adversely
affected.

Market risk (risk of loss resulting from fluctuations in interest rates, prices of securities and foreign
currency exchange rates)

(13) Risks relating to our financial markets operations

We undertake extensive financial market operations involving a variety of financial instruments, including
derivatives, and hold large volumes of such financial instruments. For example, if market interest rates decline
due to such factors as changes in the monetary policies of central banks in various jurisdictions, the yield on
the Japanese government bonds and foreign government bonds that we hold may also decline. Furthermore, if
short-term interest rates rise to a larger extent than long-term interest rates, or if long-term interest rates decline
to a larger extent than short-term interest rates, our interest income may be adversely affected. If interest rates
in and outside of Japan rise, we may incur significant losses on sales of, and valuation losses on, our bond
portfolio. In addition, an appreciation of the Japanese yen will cause the value of our foreign currency-
denominated investments recorded on our financial statements to decline and may cause us to recognize losses
on sales or valuation losses. Furthermore, if stock prices decline, the value of marketable equity securities and
trading account equity securities that we hold also declines, we may incur significant losses on sales of, and
valuation losses on, our marketable equity securities and trading account equity securities portfolios. Although
we seek to manage market risk, which is the risk of incurring losses due to various market changes including
interest rates, foreign currency exchange rates and stock prices, market risk exposure amounts that we calculate
cannot accurately reflect the actual risk that we face in all cases, and we may realize actual losses that are
greater than our estimated market risk exposure.

Funding liquidity risk (risk of unavailability of funds)

(14) Risks relating to difficulty in our funding operations following a downgrade of our credit ratings

A downgrade of our credit ratings by one or more of the credit rating agencies may adversely affect our
financial market operations and other aspects of our business. Any downgrade could increase the cost, or
decrease the availability, of our funding, particularly in U.S. dollars and other foreign currencies, adversely
affect our liquidity position or net interest margin, trigger additional collateral or funding obligations, and result
in losses of depositors, investors and counterparties willing or permitted to transact with us, thereby reducing
our ability to generate income and weakening our financial position. For example, assuming the relevant credit
rating agencies downgraded the credit ratings of the Bank as of March 31, 2020 by one-notch on the same date,
we estimate that the Bank would have been required to provide approximately ¥57.8 billion of additional
collateral under their derivative contracts. Assuming a two-notch downgrade by the same credit rating agencies
occurring on the same date, we estimate that the additional collateral requirements for the Bank under their
derivative contracts would have been approximately ¥84.5 billion. In April 2020, Fitch downgraded the long-
term credit ratings of the Bank by one-notch from A to A-. In addition, in April 2020, Standard and Poor’s
changed the credit rating outlook for the Bank from “Positive” to “Stable.”

Rating agencies regularly evaluate the Bank. Their ratings are based on a number of factors, including their
assessment of the relative financial strength of the Bank or of the relevant subsidiary, as well as conditions
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generally affecting the financial services industry in Japan or on a global basis, some of which are not entirely
within our control. In addition, changes in their evaluation or rating methodologies are beyond our control. We
strive to ensure appropriate funding liquidity by, for example, setting and monitoring certain indicators for
funding liquidity risk management purposes. However, as a result of changes in rating agencies’ evaluations
based on the above factors or the rating methodologies, our ratings or the ratings of our subsidiaries may be
downgraded. Such downgrade may adversely affect the profitability of our markets operations and other
operations as well as our financial condition and results of operations.

Operational risk (risk of loss resulting from inappropriate management of operations or external
factors)

(15) Risks of being deemed to have engaged in inappropriate or illegal practices or other conduct and, as a
result, becoming subject to regulatory actions

We conduct our business subject to laws, regulations, rules, policies and voluntary codes of practice in
Japan and other markets where we operate. We are subject to various regulatory inquiries or investigations
from time to time in connection with various aspects of our business and operations. Our compliance risk
management systems and programs, which are continually enhanced, may not be fully effective in preventing
all violations of laws, regulations and rules.

If we are deemed not compliant with applicable laws, regulations or rules, including those relating to money
laundering, economic sanctions, bribery, corruption, financial crimes, or other inappropriate or illegal
transactions, or if our conduct is deemed to constitute unfair or inappropriate in light of social norm, business
practices or market or industry rules or standards and we are deemed to have failed to meet customer protection
requirements, or corporate behavior expectations, we may become subject to penalties, fines, public reprimands,
reputational damage, issuance of business improvement, suspension or other administrative orders, or
withdrawal of authorization to operate. These consequences may result in loss of customer or market
confidence in us or otherwise may adversely affect our financial condition and results of operations. Our ability
to obtain regulatory approvals for future strategic initiatives may also be adversely affected.

In November 2017, the Bank agreed to the entry by the U.S. Office of the Comptroller of the Currency, or
OCC, of a consent order that includes remedial terms and conditions that are substantively the same as those
included in the consent agreements that Bank had reached with the New York Department of Financial Services
in 2013 and 2014 pertaining to compliance with OFAC sanctions requirements. The consent order was a
condition for the conversion of the Bank’s branches and agencies in the United States from state-licensed
branches and agencies under the supervision of state regulatory agencies to federally licensed branches and
agencies under the supervision of the OCC. In February 2019, the Bank entered into a consent order with the
OCC, relating to deficiencies identified by the OCC in the Bank Secrecy Act/Anti-Money Laundering
compliance program of the Bank’s U.S. branches in New York, Los Angeles, and Chicago. The consent order
requires the Bank and its U.S. branches to implement various remedial measures to address the deficiencies
found in the OCC examination, including a comprehensive action plan satisfactory to the OCC, implementation
of measures to ensure effective compliance management and qualified staffing, the adoption of comprehensive
Bank Secrecy Act/Anti-Money Laundering risk assessment policies and procedures, and other remedial actions.
The Bank is undertaking necessary actions relating to the consent orders. These developments or other similar
matters may result in additional regulatory actions against us or agreements to make significant additional
settlement payments.

We have received requests and subpoenas for information from government agencies in some jurisdictions
that are conducting investigations into past submissions made by panel members, including us, to the bodies
that set various interbank benchmark rates as well as investigations into foreign exchange related practices of
global financial institutions. Some of the investigations into foreign exchange related practices resulted in our
payment of monetary penalties to the relevant government agencies. We are cooperating with the ongoing
investigations and have been conducting an internal investigation, among other things. In connection with these
matters, we and other financial institutions are involved as defendants in a number of civil lawsuits, including
putative class actions, in the United States. These developments or other similar events may result in significant
adverse financial and other consequences to us.

(16) Risks relating to loss or leakage of confidential information

We are required to appropriately handle customer information or personal information in accordance with
laws and regulations in Japan and other parts of the world. We possess a large amount of customer information
and personal data, and we are working to improve our information management system by preparing
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management policies and procedures concerning the storage and handling of information and implementing
information system enhancements. However, due to improper management, unauthorized access from external
sources such as cyber-attacks, or computer virus infection, we may not be able to completely prevent the loss
or leakage of customer information and personal data. In such event, we may be subject to penalties,
administrative sanctions and other direct losses such as compensation paid to customers. In addition, loss of
customer and market confidence may adversely affect our business, financial condition and results of
operations. We may also incur additional costs to deal with the consequences of these events.

(17) Risks relating to cyber-attacks

Our information, communications and transaction management systems (including third-party systems
which are provided for our use or to which our systems are connected) constitute a core infrastructure for our
business operations. We are working to prevent system failures through appropriate design and testing and
other means and to establish security-conscious systems. However, we may not be able to completely prevent
system failures, cyber-attacks, unauthorized access, computer virus infection, human errors, equipment
malfunctions, defects in services provided by third parties such as communications service providers, and
failure to appropriately deal with technological advances and new systems and tools. In addition, we may be
unable to enhance our system functionalities to meet all of the business requirements or increasingly stricter
regulatory requirements applicable to financial institutions. Furthermore, our system development or
improvement projects, many of which are critical to our ability to operate in accordance with market and
regulatory standards, may not be completed as planned due to the complexity and other difficulty relating to
such projects. Such failures and inability may lead to errors and delays in transactions, information leakage
and other adverse consequences, and, if serious, could lead to the suspension of our business operations and
financial losses such as those incurred in connection with compensation for damages caused by such
suspension, diminish confidence in us, impair our reputation, subject us to administrative sanctions, or result
in our incurring additional costs to deal with the consequences of these events.

(18) Risks relating to transactions with counterparties in countries designated as state sponsors of terrorism

We enter into limited transactions with entities in or affiliated with Iran and other countries designated by
the U.S. Department of State as “state sponsors of terrorism.” In addition, our banking subsidiary has a
representative office in Iran.

U.S. law generally prohibits or limits U.S. persons from doing business with state sponsors of terrorism. In
addition, we are aware of initiatives by U.S. governmental entities and U.S. institutional investors, such as
pension funds, to prohibit or restrict transactions with or investments in entities doing business with Iran and
other countries identified as state sponsors of terrorism. It is possible that such initiatives may result in our
being unable to gain or retain business with U.S. governmental entities, U.S. institutional investors, such as
pension funds, and entities subject to such prohibition or restrictions as customers or as investors in our shares.
In addition, depending on socio-political developments, our reputation may suffer because of our associations
with these countries. The above circumstances may adversely affect our financial condition, results of
operations and the price of our shares.

The U.S. Government sanctions against Iran apply to prohibit, among other things, U.S. persons from
conducting transactions relating to Iran, subject to limited exceptions. In addition, in May 2018, the United
States withdrew from participation in the Joint Comprehensive Plan of Action. Under subsequently issued
executive orders, the United States may impose secondary sanctions against non-U.S. persons who engage in
or facilitate a broad range of transactions and activities involving Iran. We will continue to monitor and
implement measures to address this heightened risk of U.S. measures, including any possible secondary
sanctions.

Companies registered with the U.S. Securities and Exchange Commission (including non-U.S. companies)
are subject to the disclosure requirement relating to certain Iran-related transactions. Moreover, certain
Japanese sanctions measures are in effect, including freezing the assets of persons involved in Iran’s sensitive
nuclear activities and development of nuclear weapon delivery systems. We continue to work to improve our
policies and procedures to comply with such regulatory requirements. There remains a risk of potential
regulatory action against us, however, if regulators perceive our policies and procedures not to be in compliance
with applicable regulations. For more information on the relevant regulatory actions, please refer to “(15) Risks
of being deemed to have engaged in inappropriate or illegal practices or other conduct and, as a result,
becoming subject to regulatory actions.”
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(19) Risks relating to regulatory changes

We conduct our business subject to current laws, regulations, accounting standards, policies, customary
business practices and interpretations in Japan and other regions, as well as global financial regulatory
standards and risks associated with changes in such regulations. Significant management resources may be
required and, in some cases, our management strategy may need to be modified, to respond to regulatory
changes and situations arising as a result of such change. If our measures to respond to regulatory changes are
not sufficient, we may become subject to regulatory actions, which may adversely affect our financial condition
and results of operations.

(20) Risks relating to our consumer lending business

We have affiliates and other entities in the consumer finance industry as well as loans outstanding to
consumer finance companies. The results of recent court cases, including the strict interpretation of the
requirements for deemed payment, or “minashi bensai,” have made a borrower’s claim for reimbursement of
previously collected interest payments in excess of the limits stipulated by the Interest Rate Restriction Law
easier, and, as a result, there have been a significant number of such claims. In addition to the refund of overpaid
interest by our affiliates and other entities engaged in the consumer finance business, we may incur additional
credit costs due to deterioration in the financial performance of the consumer finance companies to which we
extend credit. Moreover, any adverse changes in judicial decisions or regulatory requirements may result in
our incurring additional costs and expenses.

(21) Risks relating to our reputation

Mitsubishi UFJ Financial Group is one of the leading financial institutions in Japan and one of the few G-
SIBs in the world, and we aim to be the world’s most trusted financial group. Our ability to conduct business
is indispensably dependent on the trust and confidence of our customers and local and international
communities. Our reputation is critical in maintaining our relationships with customers, investors, regulators
and the general public. Our reputation may be damaged by their negative perceptions of us and our operations
in light of their concerns over human rights, the environment, public health and safety, or other corporate social
responsibilities, or by our transactions or operations if they are deemed repugnant to the intent and policy
underlying applicable laws and regulations such as anti-money laundering, economic sanctions and
competition laws as well as the prohibition on relationship with anti-social forces. Failure to prevent or properly
address these issues may result in impairment of our corporate brand, loss of our existing or prospective
customers or investors, or increased public or regulatory scrutiny, and may adversely affect our business,
financial condition and results of operations.
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3. Management Analyses of Financial Position, Results of Operations and Cash Flows
(1) Overview of Results of Operations, etc.

(Financial position and results of operations)

Results for the current fiscal year are as follows:

Assets as of the end of the current fiscal year increased by ¥17,106.3 billion to ¥270,418.5 billion. Major
components were loans and bills discounted of ¥105,358.6 billion, cash and due from banks of ¥63,234.9
billion and securities of ¥52,901.4 billion. Liabilities as of the end of the current fiscal year increased by
¥17,690.4 billion to ¥258,133.0 billion. Major components were deposits and negotiable certificates of deposit
of ¥183,209.7 billion.

As for profits and losses, ordinary income increased by ¥474.1 billion over the previous fiscal year to
¥5,338.1 billion and ordinary expenses increased by ¥613.4 billion over the previous fiscal year to ¥4,626.2
billion. As a result, the Bank posted ordinary profit of ¥711.9 billion, with a decrease of ¥139.2 billion from
the previous fiscal year and net income attributable to the shareholders of MUFG Bank of ¥97.9 billion, with
a decrease of ¥514.5 billion from the previous fiscal year.

Results by reportable segment are as follows:

1. Retail & Commercial Banking Business Unit

Net operating income was ¥77.5 billion, with a decrease of ¥1.8 billion from the previous fiscal year.

2. Japanese Corporate & Investment Business Unit

Net operating income was ¥189.7 billion, with a decrease of ¥1.7 billion from the previous fiscal year.
3. Global Corporate & Investment Banking Business Unit

Net operating income was ¥142.7 billion, with an increase of ¥7.1 billion from the previous fiscal year.
4. Global Commercial Banking Business Unit

Net operating income was ¥232.1 billion, with an increase of ¥25.1 billion from the previous fiscal

year.

5. Global Markets Business Unit

Net operating income was ¥244.1 billion, with an increase of ¥64.0 billion from the previous fiscal
year.

6. Other units

Net operating loss was ¥92.1 billion, with an improvement of ¥38.7 billion from the previous fiscal
year.

During the current fiscal year, the Bank aligned the method of calculating profits of reportable segments
with changes in the allocation method of income and expenses among internal business units.

Segment information for the previous fiscal year that was prepared in accordance with the calculation
method after the change is provided in “SEGMENT INFORMATION” in “Notes to Consolidated Financial
Statements” under the Section entitled “Consolidated Financial Statements” of “V. Financial Information.”

(Summary of cash flows)

Operating activities generated net cash of ¥6,490.4 billion, with a decrease of ¥4,125.5 billion in cash
inflows from the previous fiscal year. Investing activities resulted in net cash outflow of ¥4,115.7 billion, with
a decrease of ¥3,762.3 billion in cash outflows from the previous fiscal year. Financing activities generated net
cash of ¥739.3 billion, with a ¥805.1 billion increase in cash inflows from the previous fiscal year.

Cash and cash equivalents at the end of the current fiscal year were ¥63,234.9 billion, with an increase of
¥2,845 .4 billion from the end of the previous fiscal year.

The consolidated total risk-adjusted capital ratio based on t