
May 2008

UNEP FI in Seoul
June 17,  2008

Mitsubishi UFJ Trust and Banking Corporation

Responsible Investment in Japan



May 2008

Company ProfileCompany ProfileCompany Profile



- Page 2 -June 2008

Corporate StructureCorporate Structure

Mitsubishi UFJ Financial Group

Mitsubishi UFJ Trust & Banking Corp

Mitsubishi UFJ Securities Co Ltd

Bank of Tokyo Mitsubishi UFJ Ltd

100% 100% 100%

Mitsubishi UFJ Financial Group

・ World’s largest financial services group by assets
・ Created October 2005, following merger of Mitsubishi Tokyo Financial Group  

& UFJ Holdings
・ Comprehensive financial services provider: 

Asset management, Consumer finance, Leasing and Credit card businesses
・ Presence across North and South America, Europe, the Middle East, Africa & Asia
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Assets Under ManagementAssets Under Management

� Total Assets Under Management of $292 billion (as of end March 2008)

� Assets Under Management by Asset Class

US$ billion
Japanese bonds Active 37.1 Japanese equity Active 18.3

Passive 73.5 Passive 36.7
Enhanced 7.2 Enhanced 2.7
Other 28.0 Absolute Return 2.1
Subtotal 145.8 Other 0.4

CB Subtotal 0.0 Subtotal 60.1
International bonds Active 10.3 International equity Active 10.6

Passive 14.7 Passive 13.4
Enhanced 2.5 Enhanced 0.8
Other 0.1 Other 0.0
Subtotal 27.6 Subtotal 24.9

Other Subtotal 34.0 Total 292.5
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OverviewOverview①①①① Market SizeMarket SizeMarket SizeMarket Size
� Total SRI Market Size as of September, 2007 ： Approximately US$ 8B

⇒ US$ 7B from Retail investors
⇒ US$ 1B from Pension funds

②②②② Pension Fund SurveyPension Fund SurveyPension Fund SurveyPension Fund Survey
� Awareness of SRI ： 55％ ＝ Know 29％ ＝

Heard
� Investment to SRI ： 7％ ＝ Invested 25％ ＝

Considering

� Negative Reasons ： 31％ ＝ Lack of Information
： 15％ ＝ No Establishment as Investment Style

： 15％ ＝ No Incentives on SRI

� Positive  Reasons ： 27％ ＝ Assent on SRI Concept
： 23％ ＝ Accepted Proposal from 

Asset Management
： 17％ ＝ Effectiveness of Diversified 

Investment
(Source :  SIF-Japan, The Research Institute for Policies on Pension and Aging).
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� Recognition through Recognition through Recognition through Recognition through “ Materiality Workshop Materiality Workshop Materiality Workshop Materiality Workshop ”

� Examples of Investor ViewpointExamples of Investor ViewpointExamples of Investor ViewpointExamples of Investor Viewpoint
＜Evaluation＞
� CSR is effective criterion on “ Quality of Management ”

＜Approach＞
� “Logic” is the key to connect CSR with “Value”

＜Method＞
� Evaluate importance of CSR to “Value” ＝ “Materiality”

CooperationCooperation

Investor Point of ViewInvestor Point of ViewInvestor Point of ViewInvestor Point of View C om pany Point of ViewC om pany Point of ViewC om pany Point of ViewC om pany Point of View

First Priority　＝　Perform ence

D on't Use C SR Report　＝　Too W ide

Keen on Value ＝　"M ateriality" is Im portant

C urrent
Situation

"M ateriality"　＝　Spreading now

Do C SR for Various Stakeholder　＝　W ide

Few C om pany　＝　No Active on "Value" Disclosure

(Source :  Materiality Workshop).
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Approach ComparisonApproach Comparison

＜A case of Extra financial Approach＞

① Macro Analysis
climate change, the movement of population,
globalization, etc.

② Sector Analysis
industrial regulation, industrial characteristic, 
etc.

③ Company Analysis
technical strength, CSR policy, etc.

＋＋＋＋
CSR Strategy, Contribution to ESG issue,
etc.

It is important to pay attention to ESG 
factors which important to corporate 
earnings, same with financial approach.

＜A case of Financial Approach＞

① Macro Analysis
the rate of economic growth, financial status,    
the movement of population, etc.

② Sector Analysis
the rate of industry growth, price trend, 
competition, technical trend, etc.

③ Company Analysis
the rate of sales growth, profitability,
B/S analysis, etc.

＋＋＋＋
Quality of Management, Strategy, Policy, 
Organization, etc

Evaluate both quantitative/qualitatitive
factors which are important for future 
corporate earnings prospect

＝＝＝＝
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Movement

� View of TargetView of TargetView of TargetView of Target

� CSR Impact ShiftCSR Impact ShiftCSR Impact ShiftCSR Impact Shift
� CSR activities could have impacts on Company Earnings.  
� We think that it is important to evaluate CSR activities from Earnings viewpoint.

Company Value Company Value Company Value Company Value ＝＝＝＝ ＥＰＳ（ＥＰＳ（ＥＰＳ（ＥＰＳ（Earning Per ShareEarning Per ShareEarning Per ShareEarning Per Share）））） ×××× ValuationValuationValuationValuation
（（（（PERPERPERPER））））

RelevantRelevantRelevantRelevant MaterialityMaterialityMaterialityMaterialityＸＸＸＸ
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Our approachOur approach

①①①① Key findings of Our ESG factor analysisKey findings of Our ESG factor analysisKey findings of Our ESG factor analysisKey findings of Our ESG factor analysis
Responsible Investment can compete with other investment methods 
economically, same with the report results.

②②②② Supportable findings to Supportable findings to Supportable findings to Supportable findings to ““““Fiduciary DutyFiduciary DutyFiduciary DutyFiduciary Duty””””
Our conclusion from the study with Professor Morito under the Japanese 
Law System is that Fiduciary Duty does not prevent investors from taking 
ESG factors into account in the portfolio management process, if responsible 
investment (“RI”) can compete with other investment methods.

③③③③ How to evaluate ESG factors? Is How to evaluate ESG factors? Is How to evaluate ESG factors? Is How to evaluate ESG factors? Is ““““RIRIRIRI”””” special?special?special?special?
Mainstream investors evaluate both quantitative and qualitative factors 
which are important for corporate earnings prospect.
It is important to evaluate material factors which could impact to corporate 
earnings/company value even in mainstream and “RI” along with continuous 
studies on “RI” contribution to performance.
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Our SRI Philosophy: Focusing on Factors Impacting Ea rningsOur SRI Philosophy: Focusing on Factors Impacting Ea rnings

�Impact of Extra Financial FactorsExtra Financial Factors on corporate earnings vary

�We focus on materiality, those corporate social responsibility activities, which help grow 

corporate earnings in the mid to long term.

�We invest from a longer term viewpoint by focusing on such Extra Financial factors, in addition 

to the purely financial outlook.

＋

非財務要素非財務要素非財務要素非財務要素

弊社ＳＲＩファンド

＝
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要素にフォーカス要素にフォーカス要素にフォーカス要素にフォーカス

“マテリアリティーマテリアリティーマテリアリティーマテリアリティー”

Environm ent

SocialG overnance

＋

Extra Financial FactorsExtra Financial FactorsExtra Financial FactorsExtra Financial Factors

Financials

O ur SRI Fund

Existing 
Investm ent 
Process

＝

“ M aterialityM aterialityM aterialityM ateriality”
Large

Sm all

Im pact on 
earnings

＋

非財務要素非財務要素非財務要素非財務要素

弊社ＳＲＩファンド

＝
業績寄与度高い業績寄与度高い業績寄与度高い業績寄与度高い
要素にフォーカス要素にフォーカス要素にフォーカス要素にフォーカス

“マテリアリティーマテリアリティーマテリアリティーマテリアリティー”

Environm ent

SocialG overnance

＋

Extra Financial FactorsExtra Financial FactorsExtra Financial FactorsExtra Financial Factors

Financials

O ur SRI Fund

Existing 
Investm ent 
Process

＝

“ M aterialityM aterialityM aterialityM ateriality”
Large

Sm all

Im pact on 
earnings



- Page 12 -June 2008

SRI – Investment ProcessSRI – Investment Process

Screening
1.Credit Risk

2.Market Cap
All Listed Companies

(Around 3,900 companies)

1.Publicly Available Information

2.Questionnaires

3.Interviews

Research Universe

(Around 900 companies)

SRI Universe

(Around 300 - 400 companies)

SRI Portfolio

(Around 50 -100 companies)

1.Weighting of Social / Environmental Issues

2.Impact of Extra Financial Factors

Extra -Financial 

Analysis

Extra -Financial 

Database

Extra Financial Rating 1. Rating A �

2. Rating B �

3. Rating C ×

3.ROI

4.Earnings Growth

Investment Rating

Financial Analysis 1.Interviews

2.Earnings Model

3.Valution Model

4.Share Price Target

1.Outperform �

2.Neutral △
3.Underperform ×

Screening
1.Credit Risk

2.Market Cap
All Listed Companies

1.Publicly Available Information

2.Questionnaires

3.Interviews

Research Universe

SRI Universe

(Around 300 - 400 companies)

SRI Portfolio

(Around 50 -100 companies)

1.Weighting of Social / Environmental Issues

2.Impact of Extra Financial Factors

Extra -Financial 

Analysis

Extra -Financial 

Database

Extra Financial Rating 1. Rating A �

2. Rating B �

3. Rating C ×

3.ROI

4.Earnings Growth

Investment Rating

Financial Analysis 1.Interviews

2.Earnings Model

3.Valution Model

4.Share Price Target

1.Outperform �

2.Neutral △
3.Underperform ×
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Research UniverseResearch Universe

� Screen all listed stocks to construct attractive research universe of around 900 companies

All Listed Stocks – Approx 3,900 Stocks

Credit Risk Screening – Proprietary Model

Market Cap – Top 300 Earnings Growth Improved ROI

Research Universe – Approx 900 Stocks
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SRI – Investment StrategySRI – Investment Strategy

Issues
Company
→Issue

Issue
→Company

Society
Market

Globalization � �

Business Practices � �

Labour
Demographics � �

Child Labour △ ×
Consumer

Safety � �

Choice � �

Global/Regional
Developing Countries × △
Regional △ ×

Other
Risk Management � �

Disclosure � �

Global Peace × ×
Art & Culture △ ×

Environment
Renewable Resources � �

� �

Pollution � �

Environment

Employee skill development

Talent utilization

Consideration for employee families

Employee productivity growth

Sexual harassment (Prevention of)

New product development

Disclosure

Response to complaints

Risk management

Communication

Global standards

Regional / community service

Increase Revenue

Reduce Risk of 
Revenue Decrease

Reduce Costs

Reduce Risk of  
Cost Increase

Revenue 
Increase

Cost 
Reduction

Earnings 
Growth

Very Long Term / Indirect

Very Long Term / Direct

Long Term / Indirect

Long Term / Direct

Employee skill development

Talent utilization

Consideration for employee families

Employee productivity growth

Sexual harassment (Prevention of)

New product development

Disclosure

Response to complaints

Risk management

Communication

Global standards

Regional / community service

Increase Revenue

Reduce Risk of 
Revenue Decrease

Reduce Costs

Reduce Risk of  
Cost Increase

Revenue 
Increase

Cost 
Reduction

Earnings 
Growth

Employee skill development

Talent utilization

Consideration for employee families

Employee productivity growth

Sexual harassment (Prevention of)

New product development

Disclosure

Response to complaints

Risk management

Communication

Global standards

Regional / community service

Increase Revenue

Reduce Risk of 
Revenue Decrease

Reduce Costs

Reduce Risk of  
Cost Increase

Revenue 
Increase

Cost 
Reduction

Earnings 
Growth

Very Long Term / Indirect

Very Long Term / Direct

Long Term / Indirect

Long Term / Direct

� Focus on extra financial factors expected 

to contribute to long term, sustainable earnings growth

� Social & environmental issues form part of the fabric of the environment in which companies operate.

However, some issues are more important than others,  and these change over time
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Investment RatingsInvestment Ratings

� Analyst ranks companies within their coverage sectors - Top Pick, Outperform, Neutral, Underperform

� Fund Manager Team places analyst ratings in market context

Source: Mitsubishi UFJ Trust and Banking

Cumulative Excess Return to TOPIX %
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Positioning of New SRI FundPositioning of New SRI Fund

� Early challenge:

SRI was a way to change corporate behavior

� Current challenge:

Proposition that “socially responsible 
companies will not grow” not yet proven

⇒By focusing on Extra Financial factors, our 
new SRI Fund will actively seek out 
companies who combine earnings growth 
with corporate social responsibility.

Early SRI:

Negative screening 
for w eapons, 
tobacco & alcohol

C urrent SRI:

Positive screening for 
corporate social 
responsibility activities

“Socially responsible 
com panies do not grow”

Investm ent C hallenge:

A w ay to change com panies; 
investm ent returns neglected

Investm ent C hallenge:

Proposition that socially 
responsible com panies w ill grow 
not yet proven

Focusing on corporate 
social responsibility as 
“Extra Financial”factor

O ur SRI Fund O bjective:

Pursuit of both corporate 
social responsibility and 
corporate earnings

Early SRI:

Negative screening 
for w eapons, 
tobacco & alcohol

C urrent SRI:

Positive screening for 
corporate social 
responsibility activities

“Socially responsible 
com panies do not grow”

Investm ent C hallenge:

A w ay to change com panies; 
investm ent returns neglected

Investm ent C hallenge:

Proposition that socially 
responsible com panies w ill grow 
not yet proven

Focusing on corporate 
social responsibility as 
“Extra Financial”factor

O ur SRI Fund O bjective:

Pursuit of both corporate 
social responsibility and 
corporate earnings

�� Overcoming the challenges of traditional socially r esponsible iOvercoming the challenges of traditional socially r esponsible i nvestingnvesting

(Source : Mitsubishi UFJ Research & Consulting Co., Ltd).
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Contacts

Mitsubishi UFJ Trust & Banking
Investment Research and Planning Division

Masahiro Kato, Senior Manager

Tel +81 (0)3-6250-4396

Fax +81 (0)3-6214-6450

E-mail masahiro_kato@tr.mufg.jp

1-4-5 Marunouchi, Chiyoda-ku,

Tokyo 100-8212, Japan
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Disclaimer

� The information contained in this document is for information purposes only and does not constitute an offer or a 
solicitation of an offer to buy a security.

� Past performance is not necessarily a guide to future performance. Investments are subject to risk and there is no 
guarantee that the investment objectives will be achieved. The value of shares can fall as well as rise and 
investors may not get back the full amount originally invested. 

� Investing in securities including Japanese equities involves risk, and may result in the loss of the whole 
investments. Risks include: 

1. Market risk: the risk of price fluctuations of invested securities due to various market risk factors including 
movements in equity markets, interest rates and exchange rates.

2. Credit risk: the risk of price fluctuations of invested securities due to the business and financial state of the 
issuer.

� The information contained in this document has been taken from sources which we deem reliable but we do not 
represent that such information is accurate or complete in part or in whole. The information contained in this 
document should not be regarded by recipients as a substitute for the exercise of their own judgement. If you rely 
on this document, you do so at your own risk. 

� Any opinions expressed in this document reflect our judgement at this date and are subject to change.

� Neither Mitsubishi UFJ Trust and Banking Corporation nor any of its affiliates, directors or employees accepts any 
liability towards any third party who has obtained this document with respect to any loss or damage directly or 
indirectly arising out of the use of all or any part of this document.

� Returns figures in this document are gross of fees. Investors should understand that investment management fees 
are payable, to be mutually agreed upon in an investment management agreement.

� You may not leak any personal data concerning our employees obtained through this document to your 
employees or any third party, or otherwise abuse such data. You must obtain our permission in writing before 
disclosing such data to a third party, and require any third party not to copy or duplicate it. When the original 
purpose for this data has been met, you must either return this data to us or destroy it.

� This document may not be reproduced without the prior express consent of Mitsubishi UFJ Trust and Banking 
Corporation.


