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Quantitative and Qualitative Disclosures about Cred, Market and Other Risk
SMBC

Introduction

The ongoing capital requirements for internatidoahks are now governed on an overall basis
by a capital accord formulated by the Basel consmitin Banking Supervision, known as Basel II.
The Basel Il framework describes a more comprekiensieasure and minimum standards for
capital adequacy to ensure that a bank hold capsalrves appropriate to the risk. This requirement
involves a three-pillar approach, with each indinatl Pillar being an important and mutually
reinforcing element in determining the overall ¢apivhich an institution needs to have in place.

> Pillar | is Minimum Capital requirement, deals with maintenance of regulatory capital
calculated for three major components of risk whishcredit risk, market risk and
operational risk.

> Pillar 1l is Supervisory Review deals with the regulatory response to the fiigrpand all
other risks that bank face. This enables capturetlodér wider general risks to ensure the
bank management is exercising sound judgment amnddtaaside adequate capital for these
risks.

> Pillar Il is Market Discipline, to promote transparency in disclosing informatoncapital
fund maintenance and risk management, enabling outsmtersarket participants to use
such information in assessing the risk profile atke bank to build up a sound risk
management system,

In the case of banks in Thailand, the Bank of Emall(BOT) introduced a new capital management
framework in 2006. Sumitomo Mitsui Banking Corpaat Bangkok Branch adopted these new
guidelines (Pillar 1) with effect from 31 Decem!&008.

In compliance with the BOT guidelines, Pillar Ibanks shall disclose qualitative and quantitative
information regarding the supervisory on capitaids, risk level, risk assessment processes, and
capital adequacy of the bank. Disclosure report el regularly prepared on semi-annual basis
which is 30 September and 31 March, starting frapt&mber 2009.

This annual disclosure report provides more exptagadetails on the branch’s risk management
and the measures adopted to monitor and reportrwiitis framework. Detailed in this report are
the major components of capital structure, the kieix exposures and the associated capital
requirements. The qualitative disclosures in thort will be updated on an annual basis and more
frequently if there are significant changes in rislanagement policy of the bank during the
disclosure period.

It is important to note that some quantitative feegihave been prepared in accordance with the new
regulatory capital requirement framework as perBBE guidelines, rather than in accordance with
Thai Accounting Standards (TAS). Therefore, infotiora in the disclosure is not directly
comparable with information in the Annual Report.
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Disclosure A: Scope of application

The information disclosures of SMBC, Bangkok Braashof March 31, 2010 are available on a
standalone basis within four month from the endaatounting period on the SMBC website at
URL: http://www.smbc.co.jp/global /bangkok/index.hfmivhereas the Pillar Il disclosure of
Sumitomo Mitsui Financial Group on a consolidatedsip are available on website at
http://www.smfg.co.jp/english/investor/library/araitntml.

The bank has adopted the Standardized Approaamdasuring credit risk and market risk and
Basic Indicator Approach for operational risk inder to compute its regulatory capital
requirements.

Disclosure B: Capital
Item 1: Capital Structure

Quialitative Disclosure: As of March 31, 2010, the total regulatory capitas THB 28,932 million
which consist of assets or securities maintain @icg to Section 32 of Financial Institutions
Businesses Act B.E.2551.

The total assets maintained under Section 32 obthach were comprised of Thai government
securities, bonds issued by the Bank of Thailangpodits and debt instruments with state
organizations or state enterprises establishedruadgpecific law or other state enterprises as
approved by the bank of Thailand
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Capital
Capital Structure

Table 1 : Capital of Foreign Bank Branches

Unit : THB
Item 31-Mar-2010 30-Sep-2009
1. Assets required to be maintained under Section 32 30,474,696,189.56 31,771,618,863.07

2. Sum of net capital for maintenance of assets under Section 32 and net balance of inter-office accounts (2.1+2.2)
2.1 Capital for maintenance of assets under Section 32
2.2 Net balance of inter-office accounts which the branch is the debtor (the creditor) to the head office and other branches located

in other countries, the parent company and subsidiaries of the head office

3. Total regulatory capital (3.1-3.2)
3.1 Total regulatory capital before deductions (The lowest amount among item 1 item 2 and item 2.1)

3.2 Deductions

29,339,424,380.13

28,931,599,325.32

407,825,054.81

28,931,599,325.32

28,931,599,325.32

31,550,830,114.83

30,239,275,379.78

1,311,554,735.05

30,239,275,379.78

30,239,275,379.78
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Item 2: Capital Adequacy

Quialitative Disclosure: The Bank has always understood the fundamentalofodapital in supporting the risks that arisingnir its business activities.
The Bank will at all times ensure the sufficiendéyavels of capital adequacy according to the |l@dhorities.

Regulatory capital is monitored by the Basel limeand daily information is provided to the managetmand relevant departments. The current
regulatory capital is included in the Assets & lilties Management Committee (ALM) meeting on mdwtbasis.

Besides of the above, SMBC Bangkok Branch also wotsddaily monitoring of deduction items from tregpital funds according to Bank of Thailand’s
notification i.e. assess fair values at end of diagrior working day of all derivatives transactsand securities, monitor net inter-office balaasevell

as assess estimated capital adequacy of the béore lmdertaking additional derivatives transaction

Capital
Capital adequacy
Table 2 Minimum capital requirement for credit risk classified by type of assets under the SA

Unit: THB

Minimum capital requirement for credit risk classified by type of assets under the SA

31-Mar-2010

30-Sep-2009

Performing claims
1. Claims on sovereigns and central banks, multilatiraelopment banks (MDBs), and non-central govaerd public sector entities (PSH
treated as claims on sovereigns

2. Claims on financial institutions , non-central gm&ment public sector entities (PSES) treatedamslon financial institutions, and
securities firms
3. Claims on corporates , non-central governemebligsector entities (PSESs) treated as claims oparate
4. Claims on retail portfolios
5. Claims on housing loans
6. Other assets
Non-performing claims
First-to-default credit derivatives and Securitisaton

925,179,572.4(

513,669,812.4(

8,566,971,199.24
511,560.52
24,483,376.3]
1,963,241.79

849,140,972.9

598,725,719.8

8,451,095,564.4
594,790.6
23,239,024.8
1,297,820.7|

Total minimum capital requirement for credit risk u nder the SA

10,032,778,762.6¢

9,924,093,893.4
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Table 3 Minimum capital requirement for market ri sk for positions in the trading book (Standardizedmeasurement approach)

Unit : THB

Minimum capital requirement for market risk (positi ons in the trading book)

31-Mar-2010

30-Sep-2009

Calculate by Standardised Approach

250,823,001.94

221,620,683.7

Total minimum capital requirement for market risk

250,823,001.94

221,620,683.7

Table 4 Minimum capital requirement for operational risk (BIA)

Unit : THB

Minimum capital requirement for operational risk

31-Mar-2010

30-Sep-2009

Calculate by Basic Indicator Approach

665,854,697.99

679,726,190.6

Total minimum capital requirement for operational risk

665,854,697.99

679,726,190.6

Table 5 Total risk-weighted capital ratio

Unit : %
Ratio 31-Mar-2010 30-Sep-2009
Total capital to risk-weighted assets 19.82% 20.96%
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Disclosure C: Risk exposure and assessment
I. General Qualitative Disclosure

Basic Policies for Risk Management SMFG’s Groupwide basic policies for risk
management stipulate the fundamental principlesisggrmanagement that must be followed,
and spell out risk management procedures from wariperspectives. These includes
managing risks on a consolidated accounting basanaging risk using quantification
methods, ensuring consistency with business stestegetting up a system of checks and
balances, contingency planning for emergenciessandus situations. In addition, there are
specific operational policies for implementing agmiate management of risk by all Group
companies.

Type of Risk to be managedSMFG classify risk into the following categorieg (redit
risk, (2) market risk, (3) liquidity risk, (4) opetional risk (including processing risk and
systems risk). In addition, the groups provide widtiially tailored guidance to help Group
companies identify categories of risk that needb& addressed. Risk categories are
constantly reviewed, and new categories may be dadlderesponse to changes in the
operating environment. The Corporate Risk Managénumpartment works with the
Corporate Planning Department to comprehensively systematically manage all these
categories of risk across the entire Group.

Risk Management Framework

The types of risk subject to control Departments in charge
Credit Risk Credit & Investment Planning Dept.
Market Risk Corporate Risk Management Dept.
Liquidity Risk
Operational Risk General Affair Dept

Processing risk Operations Planning Dept
Systems risk IT Planning Dept
Operations Planning Dept
Settlement risk Corporate Risk Management Dept.

Credit & Investment Planning Dept.




SMBC

Quantitative and Qualitative Disclosures about Cred, Market and Other Risk

Risk Management SystemTop management plays an active role in determi&Ng-G’s
Groupwide basic policies for risk management. Tasidpolicies for risk management are
determined by the Management Committee before baurthorized by the Board. The
Management Committee, the designated Board memdnaisthe relevant risk management
department perform risk management according tdase policies.

Risk management systems are in place at the indiliGroup companies in accordance
with SMFG’s Groupwide basic policies for risk maeagent. Each risk category is managed
taking into account the particular characteristitshat category. In addition, the Corporate
Risk Management Department —independent of theatipgr units-comprehensively and

systematically manages all categories of risk inpevation with the Corporate Planning
Dept Furthermore, under our system top manageniays pn active role in the drafting of

basic policies for risk management. The decisiokinta process for addressing credit,
market and liquidity risks at the operating level strengthen by the Credit Risk

Management Committee and the Market Risk Manage@entmittee. The Management

Committee is also attended by the relevant departthmeads.

In Thailand, the branch has in place a structurensure responsibilities are clear for the
management of all significant risks. The managengnesponsible for oversight the Risk

Committees. As part of this responsibility, the comtee reviews and monitors the most

significant risk issues, reporting issues of theaggst significance to the Country Head and
General Manager of the branch.

Risk Committees —The bank has established Risk Committees, whiabrtép the Country
Head & General Manager of the branch. These Comesitthave responsibilities for
considering the risks to which the Bank is exposed.

> Market Risk and Liquidity Risk issues are monitoatdhe Assets and Liability
Management Committee.
> Operational Risk is monitored at the Operationaht@d Committee.

In addition to that, the branch also establishlth&teering Committee, which is primarily
responsible for examining IT projects and IT pagiand strategic including global
initiatives and hoe these apply to the Bank.

Organization Chart of Bangkok Branch

N
Country Head & Vs ~N

General Manager Internal Audit HO

J
N\ J
N s ) N
Management Management Internal Audit
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Senior Vice

) President ~ J
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The Committee’s structure is represented in the digram below

e N
Country Head &
General Manager

G J/
A

( )
Management

Operational Assets & Liab IT steering
Control Committee Management Committee
Committee

II. Qualitative and Quantitative disclosures for eachytpe of risk
Credit Risk
Qualitative Disclosure:

Iltem 1: General information on credit risk
1. Basic Approach to Credit Risk Management
1.1 Definition of Credit Risk

Credit risk is the possibility of a loss arisingtm a credit event, such as deterioration in the
financial condition of a borrower, that causes ase& (including off-balance sheet
transactions) to lose value or become worthless.

Overseas credits also include an element of courgky which is closely related to credit
risk. This is the risk of loss caused by change®ereign exchange, or political or economic
situations.

1.2 Basic Framework of Credit Risk Management

Credit risk is the most significant risk to whicMBC is exposed. Without effective credit
risk management, the impact of the correspondingsd® on operations can be
overwhelming.

The purpose of credit risk management is to keegitrisk exposure to a permissible level
relative to capital, to maintain the soundness ahlBs assets, and to ensure returns
commensurate with risk. This leads to a loan pbedtfihat achieves high returns on capital
and assets.
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1.3 Credit Policy

SMBC'’s credit policy comprises clearly stated unda and basic operating concepts,
policies, and standards for credit operations,docoedance with the business mission and
rules of conduct.

SMBC is promoting the understanding of and strdtteaence to its credit policy among all
its managers and employees. By conducting riskibensredit management, SMBC aims
to enhance shareholder value and play a key pawaiety by providing high-value-added
financial services.

2. Parties Involved in Credit Risk Management

At SMBC, the Credit & Investment Planning Departin€@lPD) is responsible for the
comprehensive management of credit rlBKPD drafts and administers credit policies, the
internal rating system, credit authority guidelinegedit application guidelines, and
manages non-performing loans (NPLs) and other &spéccredit portfolio management.
CIPD also cooperates with the Corporate Risk Managerbampartment CPRMD) in
guantifying credit risk and controls the Bank’sientredit risk.

Further, the Credit Portfolio Management Departm(@RMD) has been strengthening its
active portfolio management function whereby loagcusitization and other market
transactions are used to stabilize the portfoloéglit risk for a more sophisticated portfolio.

The Corporate Research Departm@iRSD) within the Corporate Services Unit performs
research on industries as well as investigatebilaess situations of borrower enterprises
to detect early signs of problems or growth poténti

The Credit Administration DepartmenCADAR) is responsible for handling NPLs of
borrowers classified as potentially bankrupt or dowand draws up plans for workouts,
including write-offs and corporate rehabilitation.

The Credit Departments within each business unit conduct credit risk ng@amaent along
with branches, for loans handled by their units arahage their units’ portfolios. The credit
limits are based on the baseline amounts estalblisbe each grading category, with
particular attention paid to evaluating and mangginstomers or loans perceived to have
particularly high credit risk.

Credit Management Dept., Int’l Banking UnCIMDINB ) is in charge of Global exposure
management of our non-Japanese credit portfoliesiseas credit portfolios management,
and country risk management.

Thelnternal Audit Unit , operating independently of the business unitditauasset quality,
accuracy of grading and self-assessment, and stateedit risk management, and reports
the results directly to the Board of Directors dmel Management Committee.

SMBC has established the Credit Risk Committeeotmd out its oversight system for
undertaking flexible and efficient control of credsk and ensuring the overall soundness of
the Bank’s loan operation.
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At the branch level, the Bangkok Branch has beerkwg closely with head office to
ensure a sound credit risk management. In appraredjt facilities, General Manger of the
branch (GM) has approval authority, which is deieed based on three set of standards, i.e.
(i) credit amount standard, (ii) obligor standardsgd (iii) credit facility standards. Credit
amount and obligors not under GM’s approval autii@aquire head office approval.

Departments in credit middle office are in chargenonitoring and controlling to ensure
compliance of head office rules and the Bank ofil@hd regulations, with activities such as
credit review, covenant control, AML, periodic refog, and etc.

3. Credit Risk Management Methods
3.1 Credit Risk Assessment and Quantification

At SMBC, to effectively manage the risk involvedindividual loans as well as the credit
portfolio as a whole, SMBC first acknowledges teaery loan entails credit risks, assesses
the credit risk posed by each borrower and loamgusin internal rating system, and
guantifies that risk for control purposes.

3.1.1 Internal Grading System

There is an internal rating system for each assetral category set according to portfolio
characteristics. For example, credits to commereaiatl industrial (C&l) companies,
individuals for business purposes (domestic orgpyereigns, public sector entities, and
financial institutions are assigned an “obligor dgd which indicates the borrower’s
creditworthiness, and/or “facility grade,” whichdicates the collectibility of assets taking
into account transaction conditions such as gueaeacllateral, and tenor. An obligor grade
is determined by first assigning a financial gradeng a financial strength grading model
and data obtained from the obligor's financial esta¢nts. The financial grade is then
adjusted taking into account the actual state efdhligor’'s balance sheet and qualitative
factors to derive the obligor grade. In the evdrt the borrower is domiciled overseas,
internal ratings for credit are made after takimgpiconsideration country rank, which
represents an assessment of the credit qualityaci eountry, based on its political and
economic situation, as well as its current acctatince and external debt. Self-assessment
is the obligor grading process for assigning logrexdes, and the borrower categories used
in self-assessment are consistent with the ob{jgade categories.

Obligor grades and facility grades are reviewedeamgear, and, whenever necessary, such
as when there are changes in the credit situation.

There are also grading systems for small-and mediasd entity (SME) loans, loans to
individuals, and project finance and other struedufinance tailored according to the risk
characteristics of these types of assets.

The Credit & Investment Planning Department celytralanages the internal rating systems,
and properly designs, operates, supervises, aithtes the grading models. It validates the
grading models (including statistical validatiorf) mmain assets following the procedures
manual once a year, to ensure their effectivenadsaitability.

10
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3.1.2 Quantification of Credit Risk

Credit risk quantification refers to the processesfimating the degree of credit risk of a
portfolio or individual loan taking into accounttnjost the obligor’s probability of default
(PD), but also the concentration of risk in a sppeciustomer or industry and the loss impact
of fluctuations in the value of collateral, suchreal estate and securities.

Specifically, first, the PD by grade, loss giverfaddt (LGD), credit quality correlation
among obligors, and other parameter values arma&d using historical data of obligors
and facilities stored in a database to calculae d¢hedit risk. Then, based on these
parameters, SMBC run a simulation of 10,000 iteretiof simultaneous default using the
Monte Carlo method to calculate our maximum logsosxre to the estimated amount of the
maximum losses that may be incurred. Based on tipemetitative results, SMBC allocates
risk capital. Please note that the PD and LGD whure, in principle, the same values as
those used for calculating the capital ratio.

3.2 Framework for Managing Individual Loans

(1) Credit Assessment

At SMBC, credit assessment of corporate loans wesla variety of financial analyses,
including cash flow, to predict an enterprise’s alaipty of loan repayment and its growth
prospects. These quantitative measures, when cechbimth qualitative analyses of
industrial trends, the enterprise’s R&D capabiitithe competitiveness of its products or
services, and its management caliber, result ionapcehensive credit assessment. The loan
application is analyzed in terms of the intendatzation of the funds and the repayment
schedule. Thus, SMBC is able to arrive at an atewand fair credit decision based on an
objective examination of all relevant factors.

Increasing the understandability to customers af loonditions and approval standards for
specific borrowing purposes and loan categoriea Eart of SMBC’s ongoing review of
lending practices, which includes the revisionadn contract forms with the chief aim of
clarifying lending conditions utilizing financiabgenants.

(2) Credit Monitoring System

At SMBC, in addition to analyzing loans at the apgion stage, the Credit Monitoring
System is utilized to reassess obligor grades aniéw self-assessment and credit policies
so that problems can be detected at an early stagequick and effective action can be
taken. The system includes periodic monitoringiedrout each time an obligor enterprise
discloses financial results, as well as continumaitoring performed each time credit
conditions change, as indicated in the diagramvibelo

3.3 Framework for Credit Portfolio Management
In addition to managing individual loans, SMBC agslthe following basic policies to the

management of the entire credit portfolio to mamtand improve its soundness and
profitability over the mid to long term.

11
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Risk-Taking
the Scope of Capital

Controlling
Concentration Risk

within To keep credit risk exposure to a permissible leeétive to

capital, SMBC sets credit risk capital limits farternal control
purposes. Under these limits, separate guidelinegsaued for
each business unit and marketing unit, such agdak estate
finance, fund investment, and investment in seizatibn
products. Regular monitoring is conducted to mauee shat
these guidelines are being followed, thus ensuapgropriate
overall management of credit risk.

Because the concentration of credit risk in an stigu or
corporate group has the potential to substantiallyair capital,
SMBC implements measures to prevent
concentration of loans in an industry and to cdnierge
exposure to individual companies or corporate gsooy setting
guidelines for maximum loan amounts.

To manage country risk, SMBC also has credit ligutdelines
based on each country’s creditworthiness.

Researching Against a backdrop of drastic change in the busines
Borrowers More environment, SMBC rigorously researches borrowenganies’
Rigorously and actual conditions. It runs credit operations on lthsic principle
Balancing Risk and of earning returns that are commensurate with tteelitc risk
Returns involved, and makes every effort to reduce credid @apital

Prevention and
Reduction of Non-
Performing Loans

Active Portfolio
Management

costs as well as general and administrative exgense

On NPLs and potential NPLs, SMBC carries out regldan
reviews to clarify handling policies and actionndaenabling it
to swiftly implement measures to prevent deterioratof
borrowers’ business situations, support businesvegies,
collect on loans, and enhance loan security.

SMBC makes active use of credit derivatives, loaset sales,
and other instruments to proactively and flexiblyamage its
portfolio to stabilize credit risk.

the excessive

3.4 Self-Assessment and Provisions
3.4.1 Slf-Assessment

SMBC conducts rigorous self-assessment of assedlityquesing criteria based on the
Financial Inspection Manual of the Financial Seegidgency and the Practical Guideline
published by the Japanese Institute of CertifiedlielAccountants. Self assessment is the
latter stage of the obligor grading process foedrining the borrower’s ability to fulfill
debt obligations, and the obligor grade criteria eonsistent with the categories used in
self-assessment.

12
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At the same time, self assessment is a prepartdskyfor ensuring SMBC'’s asset quality
and calculating the appropriate level of write-ofiisd provisions. Each asset is assessed
individually for its security and collectibility. &ending on the borrower’s current situation,
the borrower is assigned to one of five categofi&smal Borrowers, Borrowers Requiring
Caution, Potentially Bankrupt Borrowers, VirtualBankrupt Borrowers, and Bankrupt
Borrowers. Based on the borrower’s category, claimsthe borrower are classified into
Classification 1, 11, 1ll, and IV assets accorditgtheir default and impairment risk levels,
taking into account such factors as collateral guarantees. As part of our efforts to bolster
risk management throughout the Group, our conseliassubsidiaries carry out self-
assessment in substantially the same manner.

3.4.2 Asset Write-Offs and Provisions

In cases where claims have been determined to loellectible, or deemed to be
uncollectible, write-offs signify the recognitiorf lmsses on the account books with respect
to such claims. Writeoffs can be made either infdren of loss recognition by offsetting
uncollectible amounts against corresponding balasieet items, referred to as a direct
write-off, or else by recognition of a loan losoysion on a contra-asset account in the
amount deemed uncollectible, referred to as arrentiwrite-off. Recognition of indirect
write-offs is generally known as provision for tteserve for possible loan losses.

SMBC make provisions for loan losses by estimatirigre expected losses on exposures in
a timely and appropriate manner based on the berrmategory, resulted from self —
assessment. At the same time, SMBC also take ictouat and abide by the Bank of
Thailand’s notification on classification and prean, under which the classification of
assets is primarily based on cumulative overdumg@emnd financial status of the borrower.

As for the borrowers classified as “acceptable” é&sgecial mentioned”, SMBC sets up

provisions, based on the regulatory minimum peamgmtrequirement. As for borrowers

classified as “substandard” and lower (NPLs), thevisions are subject to the difference
between the debt outstanding and the present whlagpected cashflow to be received, as
well as, proceeds from disposal of collateral. Pnevisions for NPLs, at final stage, are
subject to head office guidelines (depending ofrasdessment result) and the Bank of
Thailand’s guidelines, whichever is higher.

13
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Risk exposure and assessment of commercial banks
Credit risk
General information on credit risk

Table 6 Outstanding amounts of significant on-balace sheet assets and off-balance sheet itebefore adjusted by credit risk mitigation

(Show outstanding at the end of the period )

Unit : THB

Item

31-Mar-2010

1. On-balance sheet assets (1.1 +1.2 §1.3

1.1 Net loarts

1.2 Net Investment in debt seasfl

1.3 Deposits (including accruettiast receivables)
2. Off-balance sheet itenf$(2.1 + 2.2 + 2.3)

2.1 Aval of bills, guarantees, deitier of credits

2.2 OTC derivativ¥s

2.3 Undrawn committed line

207,553,979,183.3
133,730,907,971.9
54,473,718,660.9
19,349,352,550.3
294,014,566,273.9
1,457,414,219.14
281,416,577,550.3
11,140,574,504.4

J NJ

00— O—C0—

Y Including accrued interest receivables and nefetérred incomes, allowances for doubtful accoantsallowances for revaluation from debt restrictiar

net loans of interbank and money market.
4 Excluding accrued interest receivables and natloivances for revaluation of securities and alloees for impairment of securities
¥ Before multiplying credit conversion factor
* Including equity-related derivatives

14



Quantitative and Qualitative Disclosures about Credt, Market and Other Risk
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Table 7 Outstanding amounts of on-balance sheetsets and off-balance sheet items before adjustededdit risk mitigation classified by country or geogiaphic area of debtor

Unit : THB
31-Mar-2010
On-balance sheet assets Off-balance sheet items’
: . I . Aval of bills, guarantees
Country or geographic area of debtor| Net | t t in debt !
Ty orgeograp Total Net loans® etinves rr_](?n 2'? © Deppsns (|nc|ud|lng accrued Total of borrowings, and letter OTC derivatives Undrawn commited line
securities interest receivables) _
of credits
1. Thailand 183,730,756,821.48 128,242,872,008.87 54,473,718,660.96 1,014,166,151.40 124,357,147,482.1L7 1,457,414,219.14 111,759,158,758.%6 11,140,574,504.
2. Asia Pacific (exclude Thailand) 9,935,367,143113 1,488,035,963.11 - 8,44713830.02 78,694,323,357.p1 - 78,694,323 -
3. North America and Latin America 2,366,513,180/33 - 2,36635180.33 35,858,699,951.82 35,858,699, &2
4. Africa and Middle East - - - - - -
5. Europe 11,521,342,038.4 4,000,000,000.00 - 7,52123338.43] 55,104,395,483.p9 - 55,104,39349 -
Total 207,553,979,183.3p 133,730,907,971.98 54,473,718,660.96 19,349,352,550.38 294,014,566,273.99 1,457,414,219.14 281,416,577,550.38 11,140,574,504.
v Including accrued interest receivables and neetérded incomes, allowances for doubtful accountsallowances for revaluation from debt restructyand including net loans of interbank and moneyket.
2 Excluding accrued interest receivables and neli@vances for revaluation of securities and alloeemnfor impairment of securities
¥ Before multiplying credit conversion factor
Table 8 Outstanding amounts of on-balance sheetsets and off balance sheet items before credit righkitigation classified by residual maturity
Unit : THB
31-Mar-2010
Item Maturity not exceeding Maturity exceeding Total
1 year 1 year

1. On-balance sheet assets (1.1 + 1.23) 1.

1.1 Net loarts

1.2 Net Investment in debt se@sf

1.3 Deposits (including accruegkiast receivables)
2. Off-balance sheet iteni$(2.1 + 2.2 + 2.3)

2.2 OTC derivatives
2.3 Undrawn committed line

2.1 Aval of billgguarantees of borrowings and letter of credits

90,413,201,194.9
30,633,133,575.1

1,168,449,557.5
171,980,625,762.7
7,579,153,779.0

18,546,064,879.1%

b
b

B

43,317,706,777.
23,840,585,085.¢
803,287,671.2

288,964,661.9
109,435,951,787.4
3,561,420,725.4

2

133,730,907,971.
54,473,718,660.4
19,349,352,550.

1,457,414,219.
281,416,577,550.3
11,140,574,504 4

»

~N O N

v Including accrued interest receivables and neleéérred incomes, allowances for doubtful accoantsallowances for revaluation from debt restmistuand including net loans of

interbank and money market.

? Excluding accrued interest receivables and natlofvances for revaluation of securities and alloges for impairment of securities

¥ Before multiplying credit conversion factor
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Table 9 Outstanding amounts of loans including acaoed interest receivables and investment in debt sarities before adjusted by credit risk mitigation classifed by country

or geographical area of debtor* and asset classifition as prescribed by the Bank of Thailand

Unit : THB

31-Mar-2010

Loans including accrued interest receivables

Investment in Debt

Country or geographic area of debtgr (l! Securities Classified 3
Normal Special mentioned Substandar Doubtful Doulbfss Total Doubtful Loss
1. Thailand 127,175,269,521.21 1,067,602,487.6ff 38,617,355.79  459,220,000.0 1,342,617,593.4p 130,083,326,958.12 -
2. Asia Pacific (exclude Thailand) 1,488,035,963]11 1,488,035,963.11 -
3. North America and Latin America - -
4. Africa and Middle East - -
5. Europe 4,000,000,000.090 4,000,000,000.00 -
Total 132,663,305,484.3p  1,067,602,487.6f 38,617,355.79 459,220,000.00 1,342,617,593.4p 135,571,362,921.2]3 -

v Including outstanding amounts of loans and intaesseivable receivables of interbank and moneykatar
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Table 10 Provisions (General provision and Specifiprovision) and bad debt written-off during period for loan including accrued interest receivablesrad

investment in debt securities classified by countrgr geographic area

31-Mar-2010

Unit : THB

Country or geographic area of debtor

Loans including accrued interest receivables

General provisioft

Specific provision

Bad debt written-off
during period

Specific provision fo
Investment in Debt
Securities

1. Thailand

2. Asia Pacific (exclude Thailand)
3. North America and Latin America
4. Africa and Middle East

5. Europe

1,840,454,949.24

e~

Total

1,117,798,178.94

1,840,454,949.

D4, -

YIncluding provision and bad debt written-off digiperiod of loans including accrued interest reailes of interbank and money market

% Disclosed in total amount
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Table 11 Outstanding amount of loans including acaed interests* before adjusted by credit risk mitigation classified by type of business
and by asset classification specified by the Bank @hailand

Unit : THB

31-Mar-2010

Type of business Normal Special mentione Subistah Doubtful

Doubtful loss

Total

- Agriculture and mining 108,221,905.84

108,221,905.84

- Manufacturing and commerce 45,109,890,583.44 26,020,547.94 38,617,355.79 459,220,000.40 891,591,605.35 46,525,340,092.52

- Real estate business and construction 346,7188 13,912,157.0( 360,630,674.79

- Public utilities and services 12,775,791,99.77 413,552,919.2( 13,189,344,915.97

- Housing loans 4,902,880.94 4,902,880.94

- Others (Commercial banks shall use their owns

discretion to dertermine materiality)

- Interbank and Money Market 38,489,038,59446 38,489,038,596.4

- Other financial intermediation 35,826,843,077|05 1,041,581,939.7B 23,560,911.9( 36,891,985,928.6

- Others 1,897,926.03 1,897,926.03
Total 132,663,305,484.3B 1,067,602,487.6) 38,617,355.7p 459,220,000.40 1,342,617,593.45 135,571,362,921.4

Ny

* Including outstanding amount of loans includirgraued interest receivables of interbank anad mamaaket
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Table 12 Provisions (General provision and Specific provision) and bad debt written-off during

period for loans including accrued interest receivables* classified by types of business

Unit : THB

Type of business

31-Mar-2010

- Agriculture and mining

- Manufacturing and commerce

- Real estate business and construction

- Public utilities and services

- Housing loans

-Others (Commercial banks shall use their owns

discretion to dertermine significance)

General provision

1,117,798,178.94

Specific provision

Bad debt written-off

during period

1,389,428,961.14
13,912,157.00

413,552,919.20

23,560,911.90

1,840,454,949.24

* Including outstanding amount of loans including accrued interest receivables of interbank anad money market

1/ Disclosed in total amount

Table 13 Reconciliation of change in provisions (General provision and Specific provision) for loans

including accrued interest receivables®

Unit : THB

Item

31-Mar-2010

General provision

Specific provision

Total

Provisions at the beginning of the period

Bad debts written-off during the period

Increases or Decreases of provisions during the period
Other provisions (provisions for losses from foreign
exchange, provisions

for merger and sale of businesses)

Provisions at the end of the period

1,149,966,519.96

(32,168,341.02)

1,117,798,178.94

1,992,493,953.92

(152,039,004.68)

1,840,454,949.24

3,142,460,473.88

(184,207,345.70)

2,958,253,128.18

* Including outstanding amount of loans including accrued interest receivables of interbank and money market
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Table 14 Outstanding amounts of on-balance sheessets and off-balance sheet items* classified bypey of assets under the SA

Unit : THB

Type of asset

31-Mar-2010

On balance sheet assets

Off balance sheet
item **

Total

1. Performing claims

1.1 Claims on sovereigns and ceiaaks, multilateral development banks (MDBs), aod-oentral
government public sector ési{PSES) treated as claims on sovereigns

1.2 Claims on financial institutionson-central governement public sector entitic3H$§) treated as

claims on financial institut®mrand securities firms
1.3 Claims on corporates , non-cégim&ernement public sector entities (PSEs) treatedaims
on corporate
1.4 Claims on retail portfolios
1.5 Housing loans
1.6 Other assets
2. Non-performing claims
3. First-to-default credit derivatives and Secutisation

78,229,144,587.98

32,480,614,844

96,957,920,453.

6,800,806.99

5,742,457,616.5

42

4

5,965,118,608.7

o)

17,268,362,202.96

20,000.00

17,451,038410

78,229,144,587.9

38,445,733,453.1

114,226,282,656.5

6,820,806.99

5,742,457,616.5
17,451,038.1(

Total

213,416,938,309.8

23,250,951,849.42

236,667,890,159.7

* After multiplying with credit conversion factond specific provision
** |Including all Repo-style transactions (includifgverse repo transactions)
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Quantitative and Qualitative Disclosures about Cred, Market and Other

Item 2: Credit risk exposures classified by creditrisk-weighted assets calculation
approach chosen by commercial banks

Calculation of Credit Risk Assets

SMBC Bangkok Branch applies Standardised Appro&A) (to calculate credit risk
assets, under which risk weight for claims on coaf debtors is assigned at 100%,
except for NPLs, whereby risk weight of each deld@ubject to the provision level and
overdue period.

As for claims on financial institutions, the Bangpéies the Local Currency Rating or
Foreign Currency Rating given by the following Exi@ Credit Assessment Institutions
(ECAIS) in assigning risk weight.

e Standard & Poor’s;
e Moody’s Investors Services; and
e Fitch Ratings.

Item 3: Credit risk mitigation under the SA
In addition, SMBC has not applied Credit Risk Mdign, which the Bank of Thailand
allows commercial banks to use financial collater@h-balance sheet netting, and,

guarantees and credit derivative to mitigate thedicrrisk. As such, when calculating
credit risk assets, the debtor’s risk weight soégplies.
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Credit risk exposures classified by method the comercial bank uses for maintaining minimum capital fund
Credit risk exposures under the SA
Table 15 : Outstanding amount of net on-balance skt assets and off-balance sheet items** after adjtesl by credit risk mitigation for each type of assk classified by risk weight under the SA

Unit: THB

31-Mar-2010
Rated outstanding amount Unrated outstanding amount
Risk weight (% 0 20 50 100 150 o o o s Js 100 | ¢25 937.500/8.59°

Type of asset

Performing claims
1. Claims on sovereigns and central 74,609,154,010.14 3,619,990,577.84
banks, multilateral development
banks (MDBs), and non-central
governement public sector entities
(PSEs) treated as claims on sovere]

2 Claims on financial institutions , noi 26,295,855,416.2 68,771,889.94 10,136,985,276.41 1,944,120,870.7
central governement public sector
entities (PSEs) treated as claims or]
financial institutions, and securities
firms

3. Claims on corporates , non-central
governement public sector entities

(PSEs) treated as claims on corporg

114,226,282,656.4

4. Claims on retail portfolios 6,820,806.9
. Claims on housing loans
6. Other assets

(4]

5,742,457,616.5

Risk weight (%

Non-performing claims” 17,451,038.1(

Capital deduction items prescribed by the}
Bank of Thailand

** After multiplying credit conversion factor
¥ For the portion claims with no credti risk mitigat of which risk weight are determined by the mujmn of provision to total amount of claims
ZEor foreign bank branches, the risk weight shakkgeal to 100 divided by 7.5%
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Credit risk mitigation under SA and IRB
Quantity disclosure
Credit risk mitigation* under SA

Table 16 Part of outstanding that is secured by diateral** under SA classified by type of assets ashcollateral

Unit : THB

31-Mar-2010

Type of asset

Eligible financial
collatera”

Guarantee and credit
derivatives

Performing assets
1. Claims on sovereigns and central banks, multdatievelopment banks (MDBs), and non-central
governement public sector entities (PSESs) treatedaéims on sovereigns
2. Claims on financial institutions , non-central’gmement public sector entities (PSES) treatedaamns
on financial institutions, and securities firms
3. Claims on corporates , non-central governemebligpsector entities (PSES) treated as claims oparate

4. Claims on retail portfolios

5. Claims on housing loans

6. Other assets
Non-performing assets
Substandard assets

Nil

Total

* Excluding securitisation.

** Values after on-balance sheets and off-balame®ets netting
1/

Eligible financial collateral that the Bank of Thaid allows to use for risk mitigation. Commerdianks applying the commerhensive approach shallodis the value after haircut.
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Market Risk
Qualitative disclosure:
Market risk Management

Market risk is the risk of adverse deviatiohthe mark-to-market value of either an
investment portfolio or a trading portfolio duringpe period required to liquidate the
transactions. Decline in portfolio value is dodtie change in value of the market risk factors
such as stock prices, interest rates, foreign exgdhaates, and commaodity prices.

SMBC, Bangkok branch manage market risk in linthwiead Office risk management
policy authorized by SMBC’s Board of Directors. €eI'management of market risk is
performed appropriately according to the businésgeg)y. Bangkok branch is defined in the
category of Customer Dealer Type (CD) which enablé&rade with customers and hedge its
own ALM positions.

To meet customer needs, SMBC provide various wpdinancial products including
derivatives such as FX (spot, outright, swap) €uy option ( plain and structure) Interest
rate related products (IRS, CCS, CapLoan) anddateate option.

Therefore, tools and organization design have bewiemented to measure, monitor and
control market risk.

Market Risk Management System

Risk management systems are in place at SMBC, Béngkanch. The framework has
been strengthened and prevented from unforeseeregming errors as well as fraudulent
transactions. We segregate responsibility andsrb&ween front, middle, back according to
the principle of separation between those who taées and those who supervise them. In
addition, SMBC’s independent Internal Audit Unitripelically performs comprehensive
internal audit to verify that the risk managemeystem is functioning properly.

Control and monitoring are conducted against apmmrolimits which are reviewed
periodically by Head Office. The market risk lisifor instance, VaR guideline, Position
limits and Stop Loss limits are considered by uasidactors such as capital, historical data,
current market situations, products and busingss. ty

At SMBC, Bangkok branch, there is a local ALM coittee consist of General Manager,
and other core members from the highest rankirigisk management area / Front office area /
Business Promotion area / Planning area, Departhresad of Front office, Middle office and
Planning dept. The meeting is conducted once ahmtordiscuss on relative market / liquidity
risk related including the result of ALM operatiand policy.
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Framework and responsibility
In order to maintain a balance between risk anarmet

The General Manager of SMBC, Bangkok Branch igpaasible for monitoring and
controlling all activities on the premises throughrious management reports, and for
confirming enforcement of all risk management rulEse General Manager has the authority
to order relevant officers to correct any breachkuafh rules.

Market Risk Control Department as for the functairthe middle office performs its duty
of assessing, controlling, monitoring and reportfignarket risk both in Trading and Banking
book position within the risk management framewand the risk limits to the Management
and Corporate Risk Management Department, Headt€uar

Measurement and monitoring

Sumitomo Mitsui Banking Corporation, Bangkok BrhAnaundertakes substantial
measurements including Basis Point Values, Valugsat(VaR), Net Open Positions, Stop
Loss Limit, Position Limit and Option Limit. Maek risk measurement is performed daily by
Middle office and report to the management of thenbh as well as departments in charge in
Head Office.

The global limit structure and risk managemenésure identified by Tokyo Head Office
and must be approved by Board of Directors. Thekb@manages market risk by setting
maximum limits for VaR and maximum loss. Theseitbmare set within the “market risk
capital limit” which is determined taking into acod the bank’s shareholders’ equity and other
principal indicators of the bank’s financial andmagement resources.

Capital Charge for Market risk

SMBC, Bangkok branch measure the exposure to maikle and maintain capital in
respect of that exposure in the bank’s Trading bodke apply Standardized method to
measure market risk derive from changes in intawdst and foreign exchange rates. On the
other hand, we apply Delta-Plus method to as$esegk inherent in options. The calculation
model in Delta-Plus method is subject to an ovéisiy the authority and we have obtained
the approval from Bank of Thailand to calculateitzharge with this method. The capital
charge is calculated as the total capital requirgnie respect of each risk separately and
reported to Bank of Thailand on monthly basis.

All items in the Trading book are marked to mart@tmeet with the relevant base for
measuring the market risk pertaining to interest-ralated instrument and foreign exchange
which are currently the exposure in Trading book .

For the treatment of options, the capital chasgeaiculated based upon Delta-Plus method.
The Delta-Plus method uses the sensitivity paramete “Greek letters” associated with
options to measure market risk and capital requerédsm Under this method, the delta-
equivalent position for each option becomes parstahdardized methodology. Since delta
does not sufficiently cover the risks associatetth wption positions, this approach also require
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to measure gamma (which measures the rate of clardgdta) and vega (which measure the
sensitivity of the value of an option with respecta change in volatility).

Market Risk Exposures and Assessment: Quantitativ®isclosure

The table below represents minimum capital requénets for each type of market risk
under the Standardized approach (SA) as at 31 MeOtA.

Market risk exposures
Market risk under the Standardised Approach

Table 17 Minimum capital requirements for each ty of market risk under the Standardised Approach

Unit: THB

Minimum capital requirements for market risk under the

Standardized Approach 31-Mar-2010 30-Sep-2009
Interest rate risk 240,028,118.44 206,096.29
Equity position risk -
Foreign exchange rate risk 10,794,883.90 823,587.41]
Commodity risk -

Total minimum capital requirements 0823,001.94 221,620,683|70

Operational Risk

Qualitative Disclosure: Operational risk is the risk of loss resulting framadequate or failed
internal processes, people and systems or fromrattevents. In addition to processing risk
and system risk, also cover legal risk, personisi, rand physical assets risk-defines the
following seven types of events that may lead ®ortbk of loss (1) internal fraud, (2) external
fraud, (3) employment practices and workplace gafét) clients, products and business
practices, (5) damage to physical assets, (6) bssidisruption and system failures, and (7)
execution, delivery and process management.

Measurement and Monitoring: The bank has drawn up the “Regulations on Operaitigisk
Management” to define the basic rules to be obsemethe conduct of operational risk
management.

The department heads are responsible for maintpian acceptable level of internal
controls. They are responsible for identifying amssessing risks, designing controls and
monitoring the effectiveness of these controls.

To ensure that operational risk losses can betorewi at a Group level, branches and other
group companies are requested to report indivithssles when the expected loss over JPY 1
million on monthly basis and all other operationak losses shall be reported on a quarterly
basis and registered into the Loss Database (L83$s D
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The branch calculates capital charge for operaltiois& by using the Basic Indicator
Approach, utilizes the average of three year girossme multiplied by a predefined factor.

Risk Control Assessment:is defined as “risk management methodology to ¢Bniify
material operational risks, and describe them imseof risk scenarios, (b) assess the risks and
the effectiveness of controls, and (c) estimateftbguency and severity of risk scenarios. In
this regard, the branch is required to regularlydeect Risk Control Self Assessment (RCSA)
by identifying the risk involved in their own opéray unit and to assess at what levels those
risks are, both in respect to the chance of ocnoe@nd the probable impact of these risks. In
addition, loss data should be posted in the Loga Base system.

The organizational structure of SMBC Bangkok Branch the branch organizes Operational
Control Committee meeting to monitor the operationsk profiles of each division and
prioritize actions to be taken to mitigate thes&sias appropriate.

Moreover, the bank’s Internal Audit Department dacts periodic audits to ensure that
operational risk management system is functionnogerly.

Equity Exposure in banking book

As at 31 March 2010, the bank had investment inmarketable equity securities, which are
classified as general investments, is carried sttless allowance for impairment in value (if
any).

The table below shows equity exposures in bankoakb

Equity exposures in banking book
Table 18 Equity exposures in banking book
Unit : THB
Equity exposures 31-Mar-2010

1. Equity exposures
1.1 Equities listed and publicly traded ie tock Exchange
- Book value
- Fair value -
1.2 Other equities (both within the countnglabroad) 140,000,004.0p
2. Gains (losses) of sale of equities in the répggeriod
3. Net surplus (deficit) from revaluation of avaie for sale equities
4. Minimum capital requirements for equity exposutkassified by the calculation methods
- SA 10,500,000.3p
- IRB
5. Equity values for commercial banks applying RBich the Bank of Thailand allows to use SA
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Interest Rate Risk in the Banking Book (IRRBB)
Quialitative Disclosure:

The interest rate risk is the risk of declines afnengs due to the movements of interest
rates.

Sources of interest rate risk are as follow

Repricing risk or Maturity mismatch risk result fnodifferences in the timing of rate
changes and the timing of cash flows that occuhepricing and maturity of bank’s assets,
liabilities, and off-balance sheet instruments.

Basis risk arises from a shift in the relationsbiigthe rates in different financial markets or
on different financial instruments. Basis risk @scwhen market rates for different financial
instruments or the indices used to price assetdiabitities change at different timings or by
different amounts.

Yield curve risk arises from variations in the moent of interest rtes across the maturity
spectrum. It involves changes in the relationdiepween interest rates of different maturities
of the same index or of different markets.

Option risk arises when a bank or a bank’s custeragercise the right to alter the level
and timing of the cash flows of an asset, liabitityoff-balance sheet instrument.

Risk assessment and monitoring for IRRBB
1. Objective

To evaluate the potential impact of interest r&k, we should consider its effect both on
its earnings (from earnings or accounting perspertnd on the underlying economic value
(from economic or capital perspective). These pewts are assessed to determine the full
scope of a bank’s interest rate risk exposure.

The Earnings perspective captures the timing obnme effects to the change of interest
rate. This is an analysis of the effects in theristerm (within 1 year).

The Economic perspective focuses on the valudhefbianks under today’s interest rate
environment and the sensitivity to changes of vatueterest rates. It also captures future
exposure by evaluating the impact of potential ct@nges on the market values of all assets,
liabilities and off-balance sheet contracts.

2. Measuring tools
To assess the impact of interest rate risk in Bankook , the bank uses the simplest
technique, Static repricing gap, to measure thecefff interest rate changes on earnings and

economic value. When it is used for assessingriegest rate risk on earnings, it is called
Repricing gap analysis. Static repricing gap soalised to evaluate the basic effects on
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economic values by applying sensitivity weightsetxh time band, and multiplying with the
gap and interest rate change in the respective liene to obtain duration weighted gaps. By
summing up of all time bands a rough estimate ef ¢thange in economic value will be
obtained. Such technique is called Duration-bapeagalysis.

3. Stress testing

To emphasize on a good risk management, we perstress testing for interest risk in
Banking book on a quarterly basis and reflect #sailts in Bank of Thailand DS_IRR report.

However, in order to comply with the Bank of Thaaid’s notification re: Supervisory
Guidelines on Interest Rate Risk in the Banking IBdor Financial Institution, Sumitomo

Mitsui Banking Corporation, Bangkok Branch calcatainet earnings assuming upward 100
basis point (bps) changes in the interest rates.

Interest Rate Risk in the Banking Book

Quantitative Disclosure:

Interest rate risk in the banking book
Table 19 The effect of changes in interest ratesd net earnings

Unit: THB
31-Mar-2010
Currency -
Effect to net earnings
Baht (93,824,582.8%)
UsD 169,816,827.7
EURO
Others 14,803,066.5
Total effect of interest rate changes 90,795,311.4

* Use the percentage changes in interest rate8®bps .
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