Edgar Filing: MITSUBISHI TOKYO FINANCIAL GROUP INC - Form 6-K

MITSUBISHI TOKYO FINANCIAL GROUP INC
Form 6-K
February 25, 2004

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 6-K

Report of Foreign Issuer
Pursuant to Rule 13a-16 or 15d-16 of
the Securities Exchange Act of 1934

For the month of February, 2004

MITSUBISHI TOKYO FINANCIAL GROUP, INC.
(Translation of registrant's name into English)

4-1, Marunouchi 2-chome, Chiyoda-ku
Tokyo 100-6326, Japan
(Address of principal executive offices)

[Indicate by check mark whether the registrant files or
will file annual reports under cover Form 20-F or Form 40-F.]

Form 20-F _ X Form 40-F

[Indicate by check mark whether the registrant by furnishing the information
contained in this Form is also thereby furnishing the information to the
Commission pursuant to Rule 12g3-2(b) under the Securities
Exchange Act of 1934.]

Yes No X

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

Date: February 25, 2004

MITSUBISHI TOKYO FINANCIAL GROUP, INC.

By: /s/ Atsushi Inamura

Name: Atsushi Inamura
Title: Chief Manager, General Affairs
Corporate Administration Division



Edgar Filing: MITSUBISHI TOKYO FINANCIAL GROUP INC - Form 6-K

Mitsubishi Tokyo Financial Group, Inc.

Mitsubishi Tokyo Financial Group, Inc. (MTFG) is a holding company
established to oversee the operations of its wholly-owned subsidiaries The Bank
of Tokyo-Mitsubishi, Ltd. (BTM) and The Mitsubishi Trust and Banking
Corporation (MTBC), and their subsidiaries. Its primary responsibilities center
on facilitating business synergies among the entities of the Group, on setting
the Group's overall strategic direction, and on managing the Group's risk
globally. Shares of the holding company are listed on the Tokyo, Osaka, New
York (NYSE ticker: MTF), and London stock exchanges. Group member banks BTM and
MTBC are leading commercial and trust banks, respectively. BTM offers an
extensive scope of commercial and investment banking products and services. It
also provides trust and asset management services in close cooperation with
MTBC. The BTM Group's global network, spanning over 40 countries, is unrivaled
among its Japanese peers. MTBC provides a full array of trust and banking
offerings to meet the financing and investment needs of retail and corporate
clients in Japan and around the world. These include pension, asset management
and administration, fiduciary, real estate, stock transfer agency, financing,
and other services.
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This document contains statements that constitute forward-looking statements
within the meaning of the United States Private Securities Litigation Reform
Act of 1995. Such forward-looking statements do not represent any guarantee by
management of future performance. In addition, certain forward-looking
statements represent targets that management will strive to achieve by
implementing MTFG's business strategies. Such targets are not projections, do
not represent management's current estimates, and may not be achieved. All
forward-looking statements involve risks and uncertainties. MTFG may not be
successful in implementing its business strategies, and management may fail to
achieve its targets, for a wide range of possible reasons, including adverse
economic conditions in Japan, the United States, or other markets; declining
real estate or stock prices; additional corporate bankruptcies or additional
problems in business sectors to which MTFG companies lend; difficulties or
delays in integrating MTFG's businesses and achieving desired cost savings;
increased competitive pressures; changes in laws and regulations applicable to
MTFG's businesses; and adverse changes in Japanese economic policies. Please
see the annual report on Form 20-F for the fiscal year ended March 31, 2003,
filed by MTFG, for additional information regarding the risks in our businesses.
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Financial Highlights and Ratios (Unaudited)

Six month

(in millions,

Income statement data:

Net Interest InCOmME . & v ittt et et et et et et et et ettt ettt et ettt ettt e ee e (Yen) 532,716 (Y
Provision (credit) for Credit 10SSES . v v it ittt ettt ettt ettt eeeeeeeeeeaeaeas 232,632
NOoN—1nterest INCOME . v it it i ittt ettt ettt et ettt e te et e eaeeeeeeeeeaeeaeeenens 571,452
NoN—Interest ERPENSE . & ittt ittt ittt et e e ettt et ae ettt 603,661
I COME L AR S e v v vttt e et et a e oo e e e e eeeeaeeeeeeeeeaeeeeeeneeeeeeneeeneeeeeenns 163,622
Cumulative effect of a change in accounting principle, net of tax......... (532)
B S 1o Yo 111 103,721
Net income available to common shareholdersS........oi ittt tteteneeneennnn 95,385

Amounts per share (in yen):
Basic earnings per common share--income available to common
shareholders before cumulative effect of a change in accounting

a0 o Y Iy« 0 (Yen) 17,191.86 (Y
Basic earnings per common share--net income available to common
[0 8 =B iar =Y o X TN e Lk S 17,096.50

Diluted earnings per common share--income available to common
shareholders before cumulative effect of a change in accounting

o ke I o W2 1§ 15,147.97
Diluted earnings per common share--net income available to common

3 8 =T iar =Y o X T e L 15,057.33
Cash dividends per share declared during the period--common shares........ 6,000.00
Cash dividends per share declared during the period--preferred shares

== T 82,500.00
Cash dividends per share declared during the period--preferred shares

(O == T 16,200.00

Balance sheet data:

e R i B == i (Yen) 92,316,029 (Y
Loans, net of allowance for credit 10SSES .. u i ittt intteeeeeeneeeeeeneean 46,520,013
e o= R B =Y o s 0 s I e I 89,969,890
J T T X< I 63,844,120
Shareholders ' EQUIL Y .. vt i ittt ittt e ittt ettt ettt eeeeeeeteeaaeaaeeeens 2,346,139

Average balances:

e R i B == i (Yen) 92,940, 735 (Y
Interest—earnNing ASSet S . v vt ittt ittt it ettt e tee ettt eaeeeeee e 85,555,468
Interest-bearing liabilities. ...ttt ittt ettt eeeeeeeeneeanns 78,538,741
Shareholders ' EQUIL Y .. vttt ittt ittt e ittt et ettt et eeeeeeeeeeaeeeeeeeens 2,534,166

Return on equity and assets:
Net income available to common shareholders as a percentage of total

AVETAGE ASSEES / (2) /i i ittt e e e e e e e e e e e et e e 0.20%
Net income available to common shareholders as a percentage of

average shareholders' equUity /(2) /.« it ittt ittt e et eeeeeeennns 7.51%
Net interest income as a percentage of total average interest-earning

ASSEES / (2) e ettt e e e e e e e e e e e e e e e e e e e et e e e e e 1.24%
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Average shareholders' equity as a percentage of total average assets...... 2.73%

Credit quality data:

Allowance for Credil L1OSS eSS . i i i i ittt ittt ettt et ettt et ettt ettt et (Yen) 1,571,232 (Y
Allowance for credit losses as a percentage of loans........oeeeeeeenenen.. 3.27%
Nonaccrual and restructured loans, and accruing loans contractually past

AUe 90 daAYS OF MO . ¢ v i ittt ettt ee e e e et e eaeeeeeeseeaeeeeeeeeneeeeeeeeanens (Yen) 3,571,818 (Y
Nonaccrual and restructured loans, and accruing loans contractually past

due 90 days or more as a percentage O0f loaNnS.......oiiiieteneeeeeeennnns 7.43%
Net loan charge—0ff s . i ittt ettt e e e e ettt te et enaeaaens (Yen) 383,610 (Y
Net loan charge-offs as a percentage of average loans /(2)/....ueeiieeenn. 1.54%
Average interest rate spread /(2) /..t ittt e e e e e e e 1.18%
Risk-adjusted capital ratio calculated under Japanese GAAP.........ceuunu.. 10.49%

(1)For the convenience of readers, the US dollar amounts are presented as
translations of Japanese yen amounts at the rate of (Yen)111.43=US$1.00, the
noon buying rate on September 30, 2003 in New York City for cable transfers
in Japanese yen as certified for customs purposes by the Federal Reserve
Bank of New York.

(2) Annualized.

Message from Management

Mitsubishi Tokyo Financial Group, Inc. is pleased to report on its financial
results and business activities for the six-month period from April 1, 2003 to
September 30, 2003.

During this period the global financial and economic environment showed
signs of improvement, with a reduction of military operations in Iraqg, control
of the SARS epidemic, and in particular, clear signs of recovery in the U.S.
economy. In Japan also there was some brighter economic news, as exports and
production picked up and capital investment increased. Deflationary pressure
remained, however, and consumer prices continued to fall.

Short-term market interest rates in Japan remained close to zero throughout
the period under review, although long-term rates rose significantly after
falling to a record low in June. Interest rates were also low in the U.S. and
in the euro zone. In the foreign exchange market, the dollar/yen exchange rate
generally moved between 115 and 120 yen to the dollar. However, following the
September 20 meeting of finance ministers and central bank governors from the
G7 nations, the value of the yen started to appreciate rapidly.

MTFG made considerable progress in growing its profitability during this
six-month period, and we are also confident that we have now overcome the
issues associated with non-performing loans (NPLs) and our equity portfolio.
This success has in turn laid the foundations for a new stage in the growth and
integration of MTFG.

Interim financial results

Net income for the six months ended September 30, 2003 was (Yen)528.9
billion, an increase of (Yen)425.2 billion, or 409.9% from the six months ended
September 30, 2002, and diluted earnings per common share for the period were
(Yen)80,512.47, an increase of (Yen)65,455.14 from the comparable period in
fiscal 2002. This major improvement in our operating results was primarily
attributable to a reversal of our allowance for credit losses, an increase in
non-interest income, and a decrease in non-interest expense.
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The reversal of the allowance for credit losses of (Yen)130.7 billion for
the six months ended September 30, 2003, compared with a provision for credit
losses of (Yen)232.6 billion for the comparable period in fiscal 2002. This
significant contribution to income was due mainly to improvement of our loan
portfolio through disposals of nonperforming loans and the more stable credit
status of borrowers in Japan as evidenced by the decreased number of bankruptcy
filings during the period under review.

Net interest income for the six months ended September 30, 2003 was
(Yen)518.7 billion, a decrease of (Yen)14.0 billion, or 2.6%, from the first
half of fiscal 2002. This decrease was due primarily to a decline in the
average interest rate spread reflecting further decreases in interest rates
overseas.

Non-interest income increased (Yen)142.5 billion, or 24.9%, to (Yen)714.0
billion. This increase was primarily attributable to an increase of (Yen)146.2
billion in net foreign exchange gains and an increase of (Yen)120.0 billion in
net investment securities gains. These increases were partially offset by a
decrease of (Yen)127.5 billion in net trading account profits.

Non-interest expense decreased (Yen)21.0 billion to (Yen)582.7 billion. The
decrease primarily reflected the fact that non-interest expense for the
previous interim period included a (Yen)22.5 billion loss resulting from the
decrease in net assets in a subsidiary that was accounted for as a sale in
connection with the merger of four Group securities companies.

2

MTFG's risk adjusted capital ratio, calculated under accounting principles
generally accepted in Japan, increased to 12.44% at September 30, 2003 from
10.84% at March 31, 2003 and the Tier 1 capital ratio also improved to 6.75%
from a level of 5.68% at March 31, 2003.

Business strategy

MTFG's operating environment continues to change rapidly as the needs of
retail and corporate customers become more sophisticated and diverse amid
ongoing deregulation and expansion of capital markets. In such a rapidly
evolving environment MTFG's financial health and the fact that we are not
supported by public funds give us a considerable competitive advantage over our
peers, and the strategic flexibility to move to a new stage of our development.
In addition, MTFG's rich resources in our core competencies position us well to
create new value for our customers and our Group.

In December 2003 we announced a reshaping of the entire Group's business
model to allow us to pursue this opportunity. Utilizing the respective
strengths of BTM, MTBC and Mitsubishi Securities we will reorganize from a
vertical to a horizontal structure, concentrating on three core business areas:
retail, corporate and trust assets.

We have also set an aspiration for the Group of becoming one of the world's
top ten financial institutions by market capitalization within three years.
This aspiration is underpinned by our targets (under Japanese GAAP) of a
consolidated return on equity of 14-15% in fiscal 2006 and an expense ratio in
the middle of the 40-50% range in that fiscal year. In particular we are aiming
for the contribution from our three core businesses to grow from around 50% of
total net operating profits in fiscal 2002, to around 75% by fiscal 2006, as
these businesses drive strong growth in net operating profits.
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In this new stage of MTFG's development, which we have designated 'Towards
our target - Global Top 10', we will pursue a much more integrated strategy,
shifting the axis of our approach such that our basic strategic focus is on
customer needs rather than business type.

We have identified three key levels of value creation in our new business
model and underlying each of these is our determination to evolve from the
pursuit of synergies by combination to the pursuit of synergies by integration.
In the first level we plan to eliminate duplication and pursue scale benefits.
In the second level, on a Group-wide basis, we aim to increase product
cross—-selling and face customers as a seamless organization. The third level of
value creation, which lies at the core of our pursuit of synergy through
integration, is to significantly grow income through introducing new service
channels.

MTFG Plaza, a new, integrated financial services channel providing
comprehensive financial services for retail clients is one of the highlights of
our channel strategy. Another new initiative in our retail business is the new
Comprehensive Card that we plan to launch in early fiscal 2004. Similarly, in
our corporate business we will implement our Global Partner strategy that
integrates our banking, trust and securities businesses as we seek to deliver
new value to our customers. Our plan to integrate two Group asset management
companies further illustrates our pursuit of value through integration and our
determination to eliminate duplication.

In order to fully realize our aspirations we will adopt an integrated
business group system and enhance the role of the holding company, from a
strategic coordination body to become the provider of integrated strategic
management for the Group. Under the new system, commencing in April 2004, MTFG
will formulate strategic decisions on an integrated basis for the whole Group;
these will then be implemented by Group members. We will also make some
adjustments

to our consolidated governance system, strengthening the role of MTFG's
Executive Committee and increasing the number of outside directors. Moreover,
throughout the Group, management will strive to encourage a mindset that
prioritizes overall benefit to the consolidated Group. All employees must also
adopt the viewpoint of the customer, set high targets for their achievements
and be results oriented, and top management will lead change in the Group by
changing themselves.

MTFG is moving to a new stage of its development as a diversified,
comprehensive financial services Group. We have a dynamic new business model
that will allow us to operate on a more efficient, integrated basis, and a
clear strategy for growth. On behalf of the management and staff of the Group
we would like to thank all our stakeholders for their continuing support for
MTFG as we work together to fulfill our aspirations and to meet the challenges
of the future.

February 2004

Akio Utsumi Shigemitsu Miki
Chairman & Co-CEO President & CEO
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Topics

During the first half of fiscal 2003, MTFG and its group companies continued to
make steady progress in each of the Group's core businesses of banking, trust
banking, and securities

MTFG's public offering and sale of common stock named Asia-Pacific issue of the
year

MTFG's March 2003 public offering and sale of common stock was named
'Asia-Pacific Equity Issue of the Year' by International Financing Review. IFR
selected MTFG's offering as overall the best issue made in the region between
January and December 2003. The offering was the first time in 13 years that a
Japanese financial institution had raised capital by issuing common stock and
it was the first ever global offering of common stock by a Japanese financial
institution in the U.S., Europe and Japan. In addition, this successful issue
increased both the amount and quality of MTFG's capital during extremely severe
economic and market conditions.

MTFG Plaza

MTFG Plaza 1s a new comprehensive financial services channel for retail
customers, that aims to deliver the best products and services to customers
through fully integrated joint branches in a prompt and convenient fashion. The
first MTFG Plaza will be opened in Tokorozawa City, Saitama Prefecture on
February 23, 2004.

The Tokorozawa MTFG Plaza will be a large operation serviced by around 130
staff and providing the services of foreign exchange specialist World Currency
Shop as well as those of The Bank of Tokyo-Mitsubishi, Ltd. (BTM), The
Mitsubishi Trust and Banking Corporation (MTBC), and Mitsubishi Securities Co.,
Ltd. (Mitsubishi Securities).

Under integrated management, the outlet will offer onestop access to the
combined financial services of MTFG in an easy-to-use and convenient format.
The BTM Loan Plaza, MTBC Trust Plaza (real estate services), and World Currency
Shop at Tokorozawa MTFG Plaza will be open in the evenings and on Saturdays and
Sundays, a first in the Japanese financial services industry.

International business

The scale and profitability of MTFG's overseas operations continued to
exceed those of its main Japanese competitors. For the six months to September
30, 2003, under Japanese GAAP, some 31.4% of MTFG's ordinary income came from
overseas operations, more than double the percentage of its nearest rival.
Project Finance International (PFI) magazine's decision to award MTFG six
'Deals of the Year', a 'Loan of the Year' award from International Financing
Review magazine and MTFG's rise to 8th position in PFI's ranking of global lead
arrangers for 2003 further illustrate the strength of our global network.

China

BTM has moved rapidly to expand Renminbi banking services to support its
customers' growing businesses in China. In October 2003, the Tianjin branch
became BTM's fourth branch to receive permission to conduct Renminbi business,
and from January 2004 began providing Renminbi financing, deposit, and
settlement services in addition to BTM's branches in Shenzhen, Shanghai and
Dalian.
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In December 2003, BTM's Shanghai branch started Renminbi banking services
for customers in Chongging and Chengdu in Sichuan Province and other parts of
inland China. It also started a factoring service for Renminbi-based account
receivables to meet the financing and off-balance sheet requirements of its
customers.

Renminbi banking services for Chinese companies are also opening up, and
once BTM receives permission to start this business it will establish a
factoring service for account receivables with Chinese companies to enable its
customers to hedge their payment risk.

Retail banking

Significant achievements in our retail businesses included the following
(under Japanese GAAP) :

BTM succeeded in raising the amount of newly extended residential mortgage
loans by 45% to (Yen)860 billion during the six months to September 30, 2003
primarily due to the introduction of a new 30-year fixed rate loan. Sales of
equity investment trusts, insurance and investment pensions soared 38% to
(Yen) 200 billion compared with the second half of fiscal 2002, as BTM launched
10 new products. The number of new accounts for the Main Bank service, BTM's
core platform for retail customers, continued to grow during the first half,
rising 21% to 2.1 million. Finally, foreign currency deposits by individuals at
BTM continued to rise, with the total climbing 10% during the first half of the
fiscal year to (Yen)800 billion by September 30.

Comprehensive Card

In November 2003, BTM set up the Strategic Comprehensive Card & Credit
Division to oversee management of its multi-functional comprehensive card.
Scheduled for release in fiscal 2004, the comprehensive card incorporates
e-money, debit and credit card functions as well as biometric recognition. BTM
plans to issue 0.5 to 1 million comprehensive cards annually, making this the
first card of its type to be launched on such a scale. BTM believes that the
enhanced convenience and security features of the new card will improve
customer convenience, lead to an increase in customer transaction volume, and
become a significant new revenue source.

Further increase in convenience store ATMs

By the end of September 2003, BTM had increased the number of ATMs installed
in convenience stores more than 30% from the year before to 14,417. Open all
day, every day, in tens of thousands of locations across Japan, convenience
stores have become an integral part of consumers' daily lives and a key
distribution channel for a wide range of consumer products and services. In
expanding its network of convenience store ATMs, BTM further improves customer
convenience whilst also allowing it to reduce its own branch network and
related costs.

BTM providing MTBC trust agency services for individuals at all its branches

In July 2003, BTM started providing MTBC's trust products aimed at
individual customers at all its branches (excluding sub-branches), a first for
a non-trust bank. The trust products provided are: the Lifetime Gift Trust or
'Personal Trust'; the Equity Disposal Trust; and the Marketable Securities
Administration Trust, and these are tailor made to meet the specific needs of
individual customers. In this way MTFG is taking maximum advantage of BTM's
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extensive branch network, while leveraging MTBC's specialist expertise, to
provide rapid and precise solutions to its customers' needs for asset
management and asset administration.

Increased business with SMEs

In October 2003, BTM established a special department responsible for the
planning, development and marketing of loans to small- and medium-sized
businesses. To speed up credit assessment, the bank also began to utilize a
standard assessment model and raised the approval limits of branch managers.
Using a combination of channels such as the internet and BTM's network of 120
branches geared to corporate customers, the bank aims to enhance customer
services.

BTM aims to improve its product offerings and increase unsecured lending to
small- and medium-sized companies, a business area where lending spreads are
relatively good. In this fiscal year BTM aims to grow new unsecured lending to
SMEs by (Yen)300 billion, building on the (Yen)1l00 billion newly provided in
the first half of the fiscal year.

Japan's leading pension fund manager

MTBC reaffirmed its position as Japan's top corporate pension fund manager,
recording the industry's largest growth in funds under management during the
first half of the fiscal year. As of September 30, 2003, MIBC's corporate
pension fund assets under management grew to (Yen)7.66 trillion as MTBC
recorded leading market shares of 20% in pension trust assets and 31% in
pension tokkin (specified money trusts for pension plans).

MTBC offers a broad range of pension services including pension plan
consulting, pension asset and liability management (ALM), and asset management
consulting and provides clients with top quality products and advice across all
major asset classes. Customers' appreciation of the range and quality of MTBC's
services was illustrated by the trust bank's top ranking in a survey by Rating
and Investment Information, Inc. (R&I) in November 2003 that asked pension
manager sponsors which manager they would most like to employ.

MTBC real estate investment funds for corporate pension funds

In August 2003, MTBC became the first Japanese trust bank to create and sell
a real estate investment fund to corporate pension funds. MTBC sold (Yen)5
billion of this approximately (Yen)25 billion fund to corporate pension funds,
and followed up this success in November with a second fund of approximately
(Yen)1l6 billion, of which (Yen)5.3 billion was sold to corporate pension funds.
These funds manage beneficial rights to real estate created by the
securitization of real estate, and meet growing requirements of corporate
pension funds for stable dividends and a diversified investment portfolio.
Looking ahead, MTBC plans to develop and market further leading-edge investment
products aligned with the needs of corporate pension funds.

MTBC asset succession planning services

In October 2003, MTBC launched a range of new asset succession planning
services that provide long-term asset plans for individuals. These services
help customers to make decisions on asset planning by analyzing their existing
assets then proposing long-term asset plans to meet their needs. The service
also adjusts plans to take into account changes in the financial markets, the
economy, and the taxation system, as well as changes in the circumstances of
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MTBC's customers.

Underpinning this new service from MTBC is its long experience in asset
management, real estate, and inheritance that gives it a powerful advantage in
helping each of its customers choose the optimum plan for their financial
assets.

MTBC's IPO club

In December 2003, in another new initiative MTBC established a membership
club that provides information to corporate clients aiming to newly list their
shares. The club aims to support the corporate development of members as they
move towards IPO by providing them with valuable information and networking
opportunities.

The club's roles include distributing e-zines carrying a wide variety of
articles about going public, holding seminars, offering advice on making
business plans, and providing models for articles of incorporation.

The club also holds a range of study groups for managers and provides advice
on capital structure planning and on issues such as business succession and
asset management. In these ways MTBC endeavors to fully support corporate
customers that are considering an IPO.

Mitsubishi Securities

Mitsubishi Securities, a consolidated subsidiary, has moved rapidly to
streamline its branch network and grow revenues following its formation in
September 2002. In the six months to September 30, 2003, under Japanese GAAP,
Mitsubishi Securities returned to profit, reporting consolidated net income of
(Yen)20.5 billion. Underlying this improved performance was a 1,226% increase
in net gain on trading securities and an approximately 76% increase in
commissions.

Mitsubishi Securities is also promoting its Retail Revival Plan and
completed, eight months ahead of schedule, the reduction of the number of
retail branches from 95 to 68 as of July 31, 2003 through closure or
integration. As of January 31, 2004, 28 of these are joint branches that
Mitsubishi Securities shares with BTM or both BTM and MTBC.

In 2003, Mitsubishi Securities was joint bookrunner for Volkswagen Financial
Services' samurai bond issue, which was selected as International Financing
Review's 'Samurai Bond Deal of Year'. Further evidence of the growing
reputation of Mitsubishi Securities was its rise to fourth place overall in The
Nikkei Financial Daily's 2003 ranking of companies in the Japanese securities
industry.

UnionBanCal Corporation

In 2003, UnionBanCal Corporation (UNBC), a consolidated subsidiary of BTM,
extended its excellent record of strong growth. For the year ended December 31,
2003, under U.S. GAAP, UNBC's net income rose 11.2% from the previous year to
$587.1 million, while operating earnings per diluted common share rose 15.8% to
$3.89. The growth in earnings was driven by strong non-interest income growth
and a significant improvement in asset quality.

In September, UNBC announced it had agreed to merge Business Bank of
California into its subsidiary, Union Bank of California (UBOC). The merger

10



Edgar Filing: MITSUBISHI TOKYO FINANCIAL GROUP INC - Form 6-K

adds 15 full-service branches to UBOC's branch network, further extending
UBOC's operations in California, where it is the second-largest bank
headquartered in the state with nearly 300 branches.

FINANCIAL REVIEW

9
Financial Review
Introduction
We are a holding company for The Bank of Tokyo-Mitsubishi, Ltd. ("BTM") and
The Mitsubishi Trust and Banking Corporation ("MTBC"). Through our subsidiary

banks and their affiliates, we provide a broad range of financial services,
including commercial banking, securities and investment banking, asset
management and trust banking services, to individual and corporate customers.
The financial services industry and the global financial markets are influenced
by many unpredictable factors, including economic conditions, monetary policy,
international political events, liquidity in global markets and regulatory
developments. Our operations are significantly affected by external factors,
such as the level and volatility of interest rates, currency exchange rates,
stock and real estate markets and other economic and market conditions. In
particular, serious problems with nonperforming assets and depressed stock and
real estate markets resulting from prolonged severe economic conditions in
Japan have significantly affected our operations and Japanese financial
institutions in general. In addition, we hold a significant number of shares in
some of our customers for strategic purposes, in particular to maintain
long-term relationships. These shareholdings expose us to a risk of losses
resulting from a decline in their market prices. Accordingly, our results of
operations may vary significantly from period to period because of
unpredictable events, including unexpected failures of large corporate
borrowers, defaults in emerging markets and market volatility.

Recent Developments
Legal Proceedings for Local Taxes

On October 8, 2003, BTM and MTBC entered into a settlement-at-court with the
Tokyo Metropolitan Government and the Tokyo Governor and withdrew their
complaints regarding the Tokyo Metropolitan Government's local tax on large
banks. The settlement included (a) a revision of the applicable tax rate to
0.9% from 3.0%, effective retroactive to the date of the enactment of the local
tax in the fiscal year ended March 31, 2001 and (b) a refund representing the
difference between the amount already paid by the banks and the amount computed
based on the newly enacted rate plus accrued interest. On October 7, 2003, BTM
and MTBC received an aggregate tax refund plus accrued interest amounting to
(Yen)42.0 billion. As the settlement had not been finalized at September 30,
2003, we have not recorded any gain in the condensed consolidated financial
statements for the six months period ended September 30, 2003.

Further Integration of Investment Banking and Securities Businesses

11
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After the formation of Mitsubishi Securities, a subsidiary of BTM, in
September 2002, BTM transferred part of its investment banking business,
including securitization, M&A advisory and derivatives, to Mitsubishi
Securities. As part of streamlining our investment banking and securities
businesses, certain foreign subsidiaries of BTM located in the United States,
Hong Kong and Singapore were placed under the control of Mitsubishi Securities
during the six months ended September 30, 2003.

Planned 