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The Norinchukin Bank (the “Bank”) was established in 1923 as a quasi-

governmental financial institution. Privatized in 1959, the Bank is one of Japan’s

largest and most distinguished banks.

The Bank is the central bank for Japanese agricultural, forestry, and fishery

cooperative systems. Based on constant funds procurement from member

cooperatives, the Bank carries out efficient and flexible asset management by

investing in various financial products. This is carried out on a global scale. The

profits from these activities are then continuously passed on to its members.

The Bank has branches in the world’s major financial centers, including New

York, London, and Singapore. Coupled with its Head Office in Tokyo, this

network enables 24-hour coverage of the global financial markets.

Forward-Looking Statements

This material contains forward-

looking statements pertaining to

the businesses and prospects

of the Bank. These statements

are based on our current

expectations and are subject

to the risks and uncertainties

that may affect our businesses,

which could cause actual

results to differ materially from

those currently anticipated.
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Consolidated Financial Highlights

The Norinchukin Bank Group
As of March 31, 2004 and 2003

Millions of 
U.S. Dollars

Millions of Yen (Note)

2004 2003 2004

For the Year Total Income ¥01,141,375 ¥01,463,483 $010,798

Total Expenses 953,616 1,367,846 9,022

Income before Income Taxes 187,758 95,637 1,776

Net Income 144,626 65,447 1,368

At Year-End Cash and Due from Banks 3,686,052 4,338,327 34,873

Securities 33,509,192 28,623,408 317,022

Loans and Bills Discounted 17,789,413 19,179,165 168,301

Total Assets 61,833,018 61,265,449 584,986

Deposits 41,099,473 40,421,665 388,831

Debentures 5,213,816 5,790,783 49,327

Total Liabilities 59,304,539 59,496,526 561,065

Paid-in Capital 1,224,999 1,224,999 11,589

Total Shareholders’ Equity 2,523,897 1,767,120 23,878

Total Liabilities, Minority Interests 

and Shareholders’ Equity 61,833,018 61,265,449 584,986

BIS Capital Adequacy Ratio (%) 12.94% 9.87%

Note: Yen amounts have been translated, for convenience only, at ¥105.70 to U.S.$1.00. Billion and trillion are used in the American
sense of one thousand million and one million million, respectively. 
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A Message from the President

Introduction

The Norinchukin Bank (“the Bank”) is a nationwide financial institution based on Japanese agri-

culture, forestry, and fishery cooperatives. Supported by stable funds procurement from these

cooperative organizations, the Bank carries out efficient, flexible asset management by investing

in various financial products on a global scale. 

The Bank also provides the cooperative members with a variety of financial services, which

include a common national system infrastructure and the development of financial products in

the field of retail business. 

In addition, in order to secure trust in the cooperative credit business, the Bank provides man-

agement guidance to members based on the law and shares the responsibility of building and

managing a safety net for cooperative credit business. 

Performance of the Norinchukin Bank in Fiscal 2003

In fiscal 2003, the Bank worked to generate revenue through effective risk management amid a

backdrop of global economic recovery. As a result of these efforts, the Bank posted record high

earnings. Current profit rose 90% from the previous fiscal year, to ¥187,537 million (US$1,774

million), and net income increased 120%, to ¥144,626 million (US$1,368 million). 
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The Bank’s total assets at the fiscal year-end amounted to ¥61,833 billion (US$585 billion). As

a result of globally diversified investments, foreign securities accounted for ¥16,047 billion

(US$152 billion) of total investment securities, which amounted to ¥33,509 billion (US$317 bil-

lion).

To ensure the soundness of its assets, the Bank carried out amortization and established

reserves based on rigorous self-assessments, effectuated the bulk sale of loans, and worked to

recover non-performing loans. As a result, the total balance of risk-managed loans declined

¥28 billion from the previous fiscal year-end, to ¥650 billion (US$6,158 million), which repre-

sented 3.6% of the Bank’s total loan assets.

Strong Capital Adequacy

The Bank’s consolidated capital adequacy ratio calculated according to BIS requirements increased

3.07 percentage points from the previous fiscal year-end, to 12.94%. The Bank’s Tier I capital

ratio, which is regarded as a measure of the quality of the capital of financial institutions,

remained one of the highest among major financial institutions in Japan, at 7.49%. Moreover, the

Bank maintained the high quality of its Tier I capital, with deferred tax assets accounting for

7.09% of Tier I capital—among the lowest ratios for major Japanese financial institutions. 

Hirofumi Ueno, President & CEO
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A Message from the President

A Trusted Financial Institution (Credit Ratings)

As of August 2004, the Bank’s long-term debt was rated at A1 by Moody’s Investors Service and at

A+ by Standard & Poor’s. These are among the highest credit ratings for Japanese financial insti-

tutions and are a reflection of the Bank’s stable cooperative funding bases, sound asset quality

(represented by its low ratio of non-performing loans), ample liquidity through cash positions

and short-term market transactions, and solid capital base. Also, while several large banks in

Japan have received injections of public funds with the aim of recovering financing capabilities or

facilitating the provision of credit, the Bank has never applied for public funds in light of its

strong capital adequacy. 

Medium-Term Business Strategy

Every three years, the Bank formulates a medium-term business strategy to clarify management

objectives, the issues that must be addressed to achieve these objectives, and the direction the

Bank plans to take in addressing these issues. 

In response to the rapidly changing business environment, the Bank established a new

medium-term business strategy that covers the three-year period from fiscal 2004 to fiscal 2006

and aims to enhance the functions and improve the management efficiency of the cooperative

credit business. The goal of the strategy is to further unify the JA Banking System (refer to page 8)

by providing concrete support for business evolution in accordance with the JA Bank Medium-

Term Strategy—the first comprehensive JA Group strategy formulated since the introduction of

the JA Banking System. 

Amid the current revitalization of Japan’s financial system, the Bank has established four key

tasks in order to maintain the stable position of its cooperative credit business and increase the

Bank’s value to society. 

1. Ensuring the Soundness and Reliability of the Cooperative Credit Business

The Bank’s first key task is to promote the concrete implementation of the JA Bank Medium-Term

Strategy. To accomplish this, the Bank will support the retail operations of the JA and the

Prefectural Credit Federations of Agricultural Cooperatives (Shinnoren), primarily through loans,

and will continue to provide guidance and support on branch restructuring and other measures to

increase management and operational efficiency. At the same time, the Bank will work to rein-

force the soundness and reliability of JA and Shinnoren. In particular, the Bank will continue to

address the removal of the full deposit guarantee in April 2005 by periodically monitoring the

financial conditions of JA Bank members to detect problems at an early stage and implement the

necessary corrective measures.
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2. Strengthening Business Development in the Integrated Prefectural Areas

The Bank’s second key task is bolstering business development in the integrated prefectural areas

(The term “integrated prefectural areas” refers to areas where the Bank and Shinnoren are

integrated into a new, double-layered structure, composed of the Bank and JA—instead of the

usual triple-layered structure—in order to carry out prefectural credit business effectively.). To

date, six Shinnoren have been integrated with the Bank, and these integrated prefectural opera-

tions are working to ensure the soundness of JA and to boost the administrative capabilities that

comprise its business foundation.

3. Expanding and Stabilizing Earnings Sources

The Bank’s third key task is to further expand and stabilize earnings sources. To achieve this, the

Bank will bolster its risk check and monitoring framework to implement accurate risk manage-

ment. The Bank is committed to passing on earnings to the cooperatives, and one of its portfolio

management goals is to expand earnings sources such that it can carry out stable profit returns. In

doing so, the Bank will also work to strengthen its capital base and reinforce its foundation for

profit sharing.
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A Message from the President

4. Streamlining and Increasing Operational Efficiency

The Bank’s fourth key task is to streamline and boost the operational efficiency and leverage the

results of these efforts to enhance the functions of the cooperative credit businesses. In addition,

the Bank will constantly review its corporate governance and internal control structures while

establishing solid frameworks for corporate governance and information security management to

ensure that it maintains appropriate business operations.

Conclusion

Although achieving these business tasks will be a challenge, we recognize that resolving such

issues is critical to the further growth of the cooperatives and the cooperative credit businesses. I

am also confident that these initiatives will increase the value of the use of the cooperative credit

businesses and enable us to support the development of the agricultural, forestry, and fishery

industries in Japan and contribute to society as a whole.

August 2004

Hirofumi Ueno

President and Chief Executive Officer
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Norinchukin Bank
and the JA Banking System

Capital

The Bank’s capital is composed of common stocks, lower dividend stocks, and preferred stocks.

Common stocks, amounting to ¥200 billion, are the most basic means of fund-raising for the

Bank and are purchased by all of the shareholding member cooperatives. Lower dividend stocks

are one type of common stock that is underwritten by certain members for specific purposes and

are subject to special conditions whereby the equity dividend rate is lower than that of common

stocks. As of the end of fiscal 2003, the balance of lower dividend stocks purchased by Shinnoren

and Shingyoren (Prefectural Credit Federations of Fishery Cooperatives) stood at ¥1 trillion.

Preferred stocks are equity funds purchased by non-members with no voting rights. In the past,

the Bank has issued a total of ¥50 billion in such stocks through a private offering.

Perpetual subordinated loans and subordinated loans with maturity in Tier II classification

under BIS requirements and borrowed from cooperative members serve to enhance the Bank’s

overall capital position.

In fiscal 2003, a steady increase in internal reserves boosted Tier I capital. Also, in Tier II capi-

tal, the Bank added ¥183 billion in perpetual subordinated loans to Upper Tier II capital, which

comprises comparatively high-quality capital.

Funding

Funding for the Bank consists mainly of deposits and Norinchukin Bank debentures. The Bank’s

deposits differ from those of other banks in that they are primarily made up of funds from cooper-

ative members.

Specifically, deposits made by JA and Gyokyo (Fishery Cooperatives) members—who are

directly involved in the primary industries—and local residents are entrusted to the Bank through

the Shinnoren and Shingyoren. This system provides the Bank with a long-term, stable source of

funding.

THE CHARACTERISTICS OF THE BANK



JA BANKING SYSTEM

The Bank is given authority by the law.

Bankruptcy Prevention System
• Monitoring of JA Bank members
• Detailed asset assessment of specific JA
• Guidance to revitalize operations
• Financial assistance through the JA Bank Support Association

Promotion of Unified Operations
• Strengthening of product development and proposal 

capabilities
• Utilization of common computer system
• Establishment of nationwide unified JA Bank brand

JA BANK BASIC POLICIES

JA Shinnoren (JA Bank Prefectural Headquarters)

Members and Other Users

The Bank (JA Bank System Headquarters)

Sound Management of JA Bank Members

Safety Convenience

High-Quality, Sophisticated Financial Services

Function of the JA Banking System

The JA Bank is the generic name for the group comprising JA, Shinnoren, and the Bank (all of

which are JA Bank members), formed to pursue efficient, integrated business operations.

The JA Group formulated a set of “JA Bank Basic Policies” based on the applicable laws. The

purpose of these policies is to create a sound cooperative credit business that is more trusted and

utilized as a financial institution by its members and other users. These policies act as a code of

conduct and were established on a consensus by JA Bank members. Based on these policies, JA

Bank members pursue more integrated business operations by acting in concert as the JA Banking

System. In order to carry out the operations of the JA Banking System, a JA Bank System

Headquarters has been established within the Bank, and JA Bank Prefectural Headquarters have

been set up within each Shinnoren.

The cornerstones of the JA Banking System are: (1) the Promotion of Unified Operations aimed

at enhancing and expanding both the financial services that leverage the Bank’s economies of

scale and the Bank’s close contacts with its customers and (2) an effective Bankruptcy Prevention

System aimed at ensuring the trustworthiness of JA Bank members.

JA Bank is implementing these unified operations in accordance with the JA Bank Medium-

Term Strategy (fiscal 2004 through fiscal 2006), which outlines the Bank’s comprehensive busi-

ness strategy. The ultimate aim is the establishment of an efficient financial services group with

even closer customer contacts and a unique and robust customer base centered on individual

membership. Through these efforts, and through the creation of a more selective and focused

FRAMEWORK OF THE JA BANKING SYSTEM AND THE UNIQUE 

SAFETY NET FOR THE COOPERATIVE CREDIT BUSINESSES

8

Norinchukin Bank and the JA Banking System
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SAFETY NET FOR JA BANK MEMBERS

JA Bank Members

SupportSupport

JA Shinnoren
The 

Bank

business portfolio, the JA Bank aims to improve its business operations—such as by extending

more loans—and remain the institution of choice among cooperative members and users. 

The Bankruptcy Prevention System serves as a mechanism for detecting financial problems at

an earlier stage than that stipulated by law. As part of this, the JA Bank System Headquarters

requires all members to submit documentation pertaining to business management. It also calls

for a detailed assessment of JA’s assets based on a fixed set of pertinent criteria. By doing so, JA

Bank members are able to take the necessary steps to rectify problems at an early stage and intro-

duce measures aimed at revitalization.

Overview of the Unique Safety Net for the Cooperative Credit Businesses 

The safety net for JA Bank members is underpinned by two mechanisms. The first is an independ-

ent safety net established by the cooperatives themselves, a feature not found in other banks. The

second is the Savings Insurance System, a public system mandated by law. This independent safe-

ty net, operated by JA Bank members, comprises the aforementioned Bankruptcy Prevention

System which is unique to JA Bank members. Under this system, the JA Bank Support Association

implements support measures, such as the injection of private capital when necessary.

The Savings Insurance System draws its funding from insurance premiums paid yearly by JA,

Gyokyo, Shinnoren, Shingyoren, and the Bank. This system protects depositors if a member of the

system, such as a JA cooperative, fails and is unable to return deposited funds to members and

users. The provisions of this system are commensurate with those that cover other banks under

the Deposit Insurance System.

In addition, Gyokyo are covered by a Bankruptcy Prevention System analogous to that of the JA

Banking System established for, and in accordance with, the basic policies applicable to the JF

Marine Bank.

The Savings Insurance System
Legal public system

The JA Bank Support Association
Independent safety net unique to 

JA Bank members
Effective bankruptcy prevention measures
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Norinchukin Bank and the JA Banking System

Outline of the Cooperative System

The cooperative system, as shown in the chart below, is a multi-tiered structure with a base com-

prising farmers, fishermen, and foresters organized into JA, Gyokyo, and the Forestry

Cooperatives (Shinrinkumiai) at the municipal level. These cooperatives, in turn, form prefectural

organizations, and the entire structure is managed by national-level organizations, including the

Bank. Organizations at the prefectural and national levels perform specialized business functions,

including consulting, sales and purchasing, financing, and mutual insurance services.

(Shinrinkumiai and the Prefectural Federations of Forestry Cooperatives (Moriren) do not pro-

vide such financing functions.) The three levels of the cooperative system are closely linked

through capital subscriptions, management, and business ties and occupy a major position within

the Japanese economy.

The Bank serves as the central bank for the cooperatives, extending loans throughout the coop-

erative system and receiving the majority of its funding from the cooperatives as well as prefectur-

al federations. The Bank acts as an intermediary, making adjustments in the supply and demand

for funds within the cooperative system, returning profits to the system, and providing funds to

other national-level federations in the system.

THE BANK’S ROLE IN THE COOPERATIVE SYSTEM

STRUCTURE OF THE AGRICULTURAL, FORESTRY, AND FISHERY COOPERATIVE SYSTEM

Members Municipal Level Prefectural Level National Level

* Forestry Cooperatives do not take deposits. 

Fishermen

Foresters
Forestry 

Cooperatives*
(Shinrinkumiai)

Fishery 
Cooperatives

(Gyokyo)

Prefectural Credit Federations of
Fishery Cooperatives (Shingyoren)

Prefectural Federations of Fishery
Cooperatives (Gyoren)

Prefectural Federations of Forestry
Cooperatives (Moriren)

Farmers
Agricultural 

Cooperatives
(JA)

Prefectural Unions of 
Agricultural Cooperatives

Prefectural Marketing and 
Purchasing Federations of 

Agricultural Cooperatives (Keizairen)

Prefectural Credit Federations 
of Agricultural Cooperatives 

(Shinnoren)

National Mutual Insurance Federation of 
Agricultural Cooperatives (Zenkyoren)

National Federation of 
Agricultural Cooperative 
Associations (Zen-Noh)

Central Union of Agricultural
Cooperatives (Zenchu)

National Federation of Fishery
Cooperative Associations

National Federation of 
Forest Owners’ Cooperative

Associations

The Bank
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Funding through the Cooperative System

The Bank’s primary sources of funds are deposits, the majority of which are obtained from the

cooperative system and the issuance of Norinchukin Bank debentures. Deposits of JA and Gyokyo

are obtained from members of these cooperatives in primary-sector industries and from other resi-

dents of local communities. These deposits are entrusted to the Bank via Shinnoren and

Shingyoren.

Deposits placed with JA and Gyokyo are lent to members for financing their business opera-

tions or as general-purpose loans. Of the remainder, in principle, two-thirds or more are entrusted

to Shinnoren and Shingyoren at the prefectural level. These organizations extend loans to agricul-

tural and fishery cooperative organizations, corporations related to the primary sector, and local

governments within their own prefectures. One-half or more of the remaining funds are deposited

with the Bank. This structure is supported by strong ties with the members of Shinnoren, JA, and

other related partners. 

The Bank is also one of the few financial institutions in Japan that can float bank debentures

and raise funds from individual and institutional investors.

Use of Funds

The Bank’s abundant funds, procured from the above-mentioned sources, are used intensively for

loans and investment in securities. A portion of earnings is also distributed to the members of the

cooperative credit system.

The Bank’s clients for loans are classified mainly into three categories:

• Cooperative organizations of the agricultural, forestry, and fishery cooperative system and entities

engaged in agriculture, forestry, and fishing,

• Companies and organizations contributing to the development of the primary sector, and

• Government, local government, and other public institutions

In particular, the Bank, since its establishment, has positioned loans to member organizations

of the cooperative system, related corporations of those members, and entities in the primary sec-

tor as the basis of its activities. The Bank has provided a unique cooperative low-interest rate

fund, called the Agriculture, Forestry, and Fishery Promotion Fund. The Bank has financially

supported the development of primary-sector industries and cooperative organizations, with the

aim of training the next generation that will participate in the agriculture, forestry, and fishery

industries, and promoted the development of ecological agriculture. The Bank also provides

financial resources to regional public-sector organizations and public corporations in order to

build a stronger industrial base in local communities and raise the standard of living and well-

being of local residents.

In addition, drawing on its ample financial resources and accumulated know-how, the Bank, as

one of the leading global institutional investors, is an active participant in the securities and

money markets, and plays a leading role in short-term money markets. Besides these activities,

the Bank has been expanding its overseas investments as well as supporting the development of

the overseas operations of member organizations and primary-sector-related industries.
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Norinchukin Bank and the JA Banking System

Flow of Funds through JA Cooperative System in Fiscal 2003

In fiscal 2003, JA deposits, centered on deposits made by individuals, rose 2.1% over the previous

year to stand at ¥75,976 billion (US$719 billion) at the end of the fiscal year. This increase was

attributable to efforts to secure trust in the JA Banking System.

Total JA loans decreased 0.2% from a year before, to ¥20,972 billion (US$198 billion). However,

loan totals have recently been recovering thanks to greater involvement in housing loans. Securities

at the fiscal year-end held at the JA level rose 12.7% in comparison with the previous year, to

¥4,044 billion (US$38 billion), reflecting growth due to stable portfolio construction.

Deposits with Shinnoren rose in response to these trends at the JA level. However, the overall

balance of deposits with Shinnoren at the end of the fiscal year declined 2.0% from the previous

year, to ¥49,313 billion (US$467 billion). This decline came as the result of the integration of four

Shinnoren with the Bank and the resulting transfer of JA deposits from four prefectures directly

into the Bank. Loans from Shinnoren rose 4.4% from a year earlier, to ¥4,920 billion (US$47 bil-

lion), owing to an increase in loans to economic business organizations within the JA Group—

This figure does not include loans to financial institutions. Securities held at the Shinnoren level

at fiscal year-end amounted to ¥15,068 billion (US$143 billion), representing an increase of 9.5%

over the previous year-end.

Farmers
and

other
users

Municipal
Level
JA

Prefectural
Level

 Shinnoren 

Cooperative
deposits

¥51.7 trillion

Loans
¥20.9 trillion

Deposits
¥75.9 trillion

Other
¥0.8 trillion

Investment
securities

Money held
in trust

¥4.0 trillion

Borrowings
¥0.6 trillion

Other
¥0.8 trillion

Cooperative
deposits

¥30.0 trillion

Loans in trust
¥3.1 trillion

Deposits
¥49.3 trillion

Loans in trust
¥3.1 trillion

National
Level
The
Bank

Investment
securities

¥37.2 trillion

Loans in trust
¥0.1 trillion

Loans
¥17.4 trillion

Deposits
¥39.8 trillion

Other
¥14.2 trillion

Loans in trust
¥0.1 trillion

Other
¥4.6 trillion

Debentures
¥5.2 trillion

Other
¥2.2 trillion

Loans
¥5.8 trillion

Investment
securities

Money held
in trust

¥15.0 trillion Investment

Procurement

Borrowings
¥0 trillion

Other
¥3.8 trillion

Members

FLOW OF FUNDS WITHIN JA CREDIT BUSINESS (AS OF MARCH 31, 2004)

* Excluding over-
seas accounts

* In some prefec-
tures, JA deposit
funds directly in
the Bank in some
instances. 



13

As a result of these changes, the remaining funds deposited with the Bank through the JA coop-

erative credit system amounted to more than ¥30 trillion (US$284 billion).

Enhancement of the JA Organization

In order to successfully respond to changes in the environment affecting agriculture, cooperative

members, and JA itself, the JA Group (i.e., JA, Shinnoren, the Bank, and other related coopera-

tives) are progressing with the consolidation of individual JA organizations while also taking

proactive steps to realign organizational structures and streamline business management at every

level of operation and throughout every system and function within the JA structure. As a result,

the number of JA cooperatives, which had exceeded 3,000 as of March 31, 1991, was reduced to

904 as of April 1, 2004.

In June 1998, a policy entitled Basic Approach to the Reorganization of the Cooperative Credit

Business Organization was established.

In response to this policy, the particulars of the implementation of this reorganization have

been debated in each prefecture.

As a result of the discussions held to date, the integration of 9 of the 46 Shinnoren with the

Bank has been decided upon. Integration of two Shinnoren with the Bank was achieved through

the acquisition of a portion of the Shinnoren’s credit business in fiscal 2002, and, in fiscal 2003,

further progress was made through the acquisition of a portion of the credit business of four

Shinnoren.

In addition, contracts for integration during fiscal 2004 have been concluded with three

Shinnoren.

The Bank continuously aims to create a cooperative credit business that lives up to the expecta-

tions and proves worthy of the trust it receives from its members and other users. The Bank is

committed to continuing to support the development of the functions and systems of JA and to

working steadily to streamline and increase the efficiency of its own operations.
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Management System (Corporate Governance)

The Bank is both the central bank for Japanese agricultural, forestry, and fishery cooperatives and

an institutional investor that has a major impact on the financial and capital markets through the

investment of large amounts of funds both domestically and abroad. The Bank adheres to deci-

sions made at the General Meetings of Delegates, which is comprised of representative members

and substitutes for the General Meetings of Members. At the same time, the Board of Directors

and the Supervisory Committee, provided for under the Norinchukin Bank Law, make decisions

based on the prevailing situations at the cooperative organizations, giving the Bank a decentral-

ized and collaborative management system.

Supervisory Committee

In addition to reporting to the General Meetings of Delegates, the Supervisory Committee makes

decisions on important issues related to cooperative matters. The Supervisory Committee also has

specific authority to oversee the execution of business policies by the Board of Directors, includ-

ing the authority to request that board members attend meetings to explain their actions and the

power to seek the dismissal of any board member before the General Meetings of Delegates.

Currently, the Supervisory Committee has 18 members, selected from among the board members

of member cooperatives, agricultural, fishery and forestry cooperative persons or persons with a

profound knowledge about finance. Supervisory Committee members are nominated by the

Nomination Committee and selected by the General Meeting of Delegates.

Under the jurisdiction of the Supervisory Committee are the JA Bank System Headquarters and

the JF Marine Bank Headquarters, which are comprised of members of the Bank’s Board of

Directors and representative committees of member cooperatives. In addition to deliberating on

basic policies of the credit businesses conducted by the agricultural, forestry, and fishery coopera-

tives, the JA Bank System Headquarters and the JF Marine Bank Headquarters deliberate on guid-

ance practices with respect to members acting under the name of the Headquarters. 

JA Bank System Headquarters JF Marine Bank Headquarters

MANAGEMENT SYSTEM OF THE BANK

Auditors/Board of Auditors

Nomination Committee
Recommendation of Supervisory
Committee members, directors, and
auditors

Members

Supervisory Committee Board of Directors

General Meetings of Delegates
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Board of Directors

The Board of Directors decides business policy, excluding matters under the jurisdiction of the

Supervisory Committee, and carries out mutual supervision of the directors’ business execution.

Directors are nominated by the Nomination Committee, selected by the Supervisory Committee

and assume their position upon confirmation by the General Meeting of Delegates. There are

currently 14 full-time board members, and 2 of them serve as representative directors and as

members of the Supervisory Committee. Consideration is given to preserving the mutual and

close, cooperative nature of decision making by the Supervisory Committee and the Board of

Directors. 

Auditors/Board of Auditors

Auditors are selected directly by the General Meetings of Delegates, audit decisions made by the

Supervisory Committee and the Board of Directors, and generally oversee the execution of busi-

ness policy by board members. The Board of Auditors currently comprises four members (two

full-time auditors and two part-time auditors). 

Internal Audit Systems

The Bank established the Internal Audit Division as an internal oversight unit independent from

other businesses and affairs of the Bank. The Internal Audit Division’s mission is to verify and

evaluate the management and operations of all managerial activities in terms of the appropriate-

ness and effectiveness of internal controls. Based on the division’s reports and recommendations,

the Bank sustains and/or improves the effectiveness of its business operations.

These internal audits are conducted not only in each one of the Bank’s divisions but also in

consolidated subsidiaries and equity-method affiliates within the scope of compliance with laws

and regulations. These audits are conducted in accordance with the Bank’s three-year audit plan

and its yearly audit plans established by the Board of Directors. 

The audit plans call for risk assessments of all operations subject to auditing and determine the

key audit points (e.g., verification of the appropriateness of operations with respect to risk man-

agement and compliance with laws and regulations) and the frequency and depth of audits in

accordance with the type and degree of risk in a given department. As such, the plans serve as

road maps for conducting effective and efficient internal audits.

Audit results are reported to the president and the auditors. The audited department is then

notified of the results by the Internal Audit Division, with periodic follow-up audits conducted to

assess the status of efforts to improve problems indicated in the audit report. Moreover, audit

summaries are presented to the Board of Directors on a quarterly basis, with particularly impor-

tant items quickly reported to the Board of Directors, the president, and the auditors.

To improve the effectiveness of internal audits, the Bank assigns to the internal auditing team

employees with a great deal of ongoing, practical experience in highly specialized, market-orient-

ed departments and systems departments. Moreover, the Bank has implemented more advanced

auditing methods, including the introduction of a self-assessment system whereby audited
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departments can conduct their own checks, and it has upgraded its system for conducting daily,

off-site monitoring. The Bank is committed to making further qualitative improvements to its

auditing process, with the aim of conducting highly efficient and effective internal audits in

response to changes in the Bank’s operating environment. 

Also, the Asset Audit Department established within the Internal Audit Division works to

ensure the soundness of assets by verifying that internal ratings, self-assessments, write-offs, and

reserves are all correct and appropriate. 

Compliance Management

A financial institution trusted by members, customers, and society as a whole

1) Basic Compliance Policies

Along with changes in socioeconomic circumstances and structural reforms, Japanese society is

strongly calling into question the way that businesses are managed. Also, in light of severe public

criticism stemming from recent corporate scandals, leading companies have made upgrading and

strengthening their compliance measures even more of a management priority. It is no exaggera-

tion to say that financial institutions—which survive on the trust and confidence of society at

Business auditing rules,
Subsidiary auditing rules

Medium-term and yearly auditing
plans
• Auditing policies, important auditing

items
• Auditing targets, frequency

Monthly auditing plans
• Schedule, auditing personnel

Audit execution
• Preliminary audit preparations
• Establishment of practical audit plans
• Practical audits
• Reviews

(Interim reviews of audit results)

OVERVIEW OF INTERNAL AUDIT SYSTEM

(Business oversight division: Internal Audit Division)
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large, beginning with their customers—preserve the basis for their existence through proactive

compliance measures. 

As a core member of Japan’s financial system and a nationwide financial institution with coop-

erative credit businesses, the Bank works to build continually higher levels of trust with the pub-

lic to fulfill its fundamental mission and responsibilities to society. Toward this end, the Bank

makes unremitting efforts to ensure total compliance with laws and regulations and maintains a

high level of transparency in its operations through disclosure and accountability, all rooted on a

strict principle of self-responsibility.

2) Compliance Arrangements Directly Linked to Management

The Bank’s compliance arrangements are centered on the Compliance Committee, the

Compliance Department of the Legal Division (the department in charge of compliance), and per-

sonnel in charge of compliance assigned to each division and branch. 

The Compliance Committee (chaired by the Deputy President & Co-CEO) deliberates on basic

matters related to the Bank’s compliance issues. The matters deliberated on at the Compliance

Committee are discussed and approved by the Board of Directors.

3) Compliance-Related Activities by the Bank

As the Bank’s compliance management department, the Compliance Department acts as the secre-

tariat for the Compliance Committee and consults with the personnel in charge of compliance at

each division and branch, and carries out internal training and education activities. 

In addition, the Bank has set up a system whereby employees can, at any time, consult with or

provide information related to compliance to the Compliance Department and/or an external law

firm. The Bank has given full consideration to ensuring that those who utilize this system are not

disadvantaged in any way. 

4) Compliance Program

The Bank formulates the “Compliance Program” each year as a compliance action plan, and it

includes the upgrade and enhancement of compliance arrangements and the promotion of and

Board of 
Directors

Compliance Department 
of the Legal Division
(The Bank’s compliance 

management department)

Compliance Committee

Chairman: Deputy President 
and Co-CEO

Divisions & Branches

Personnel in charge of compliance

COMPLIANCE ARRANGEMENTS

Decision/Reporting Reporting

Secretariat

Contact/Consulting

Auditors
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education in compliance-related issues. In this way, the Bank carries out deliberate activities to

ensure that compliance is firmly rooted in all of its business activities. Moreover, each division

formulates its own compliance program to serve as a guideline for implementing specific compli-

ance measures on an ongoing basis. 

5) Fostering a Sense of Commitment to Compliance

To familiarize employees with compliance issues and to foster a sense of commitment to compli-

ance, in addition to the Ethical Charter and the Code of Conduct for the Bank’s Management and

Staff, the Bank compiled the Summary of the Bank’s Compliance Arrangements for inclusion in

the Compliance Manual. This manual was distributed to all members of the management and staff.

6) Cooperation with Group Companies

The Bank manages compliance arrangements for the Group as a whole through explanations of

compliance programs and through the holding of periodic awareness meetings attended by per-

sonnel responsible for compliance at Group companies.

Humanitarian Affairs

The Bank actively provides education and training opportunities to all personnel as part of an

overall effort to promote humanitarian affairs. The Bank’s domestic action plan related to the

United Nations’ Decade for Human Rights Education (1995–2004) conforms to the Law on the

Promotion of Human Rights Education and Human Rights Awareness-Raising and the Basic Plan

for the Law on the Promotion of Human Rights Education and Human Rights Awareness-Raising.

Based on this, the Bank works to implement the principle of respect for human rights, which is

enshrined in its Ethical Charter. The management of the Bank’s human rights related education

and training revolves around the Human Rights Education Promotion Committee, the Human

Rights Section in the Personnel Division, and the personnel responsible for human rights in each

office and branch. The Human Rights Education Promotion Committee (chaired by the director

of the Personnel Division) deliberates on various policies aimed at further establishing the princi-

ple of respect for human rights in the Bank’s activities, while more important human rights relat-

ed matters are deliberated on and decided by the Board of Directors.

The Human Rights Section in the Personnel Division was established in July 1999 as the repre-

sentative organ responsible for general human rights issues; it serves as the secretariat of the

Human Rights Education Promotion Committee. The Human Rights Section also works with per-

sonnel in charge of human rights at offices and branches regarding such internal human rights

related issues as planning, education, and training, as well as the handling of and consultations on

sexual harassment. 

The Bank strives to promote a correct understanding of human rights through such means as

workshops at the Head Office and branches and works to deepen awareness of solutions originat-

ing from these programs. The Bank also pursues a variety of other activities on an ongoing basis,

including the creation of a portable sexual harassment consultation card for all directors and reg-

ular employees. In addition, as a member of the JA Group, the Bank cooperates with the Central
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Union of Agricultural Cooperatives to increase the awareness of human rights within the Bank

Group.

Social Contributions

Flower Campaign

The Bank, through its handling and channeling of capital from various sources, contributes to the

advancement of agriculture, forestry, and fisheries.

Moreover, the Bank also dedicates itself to preserving the natural environment in harmony with

people and industry and to making towns more attractive for residents and visitors alike. The

Bank has been hosting a nationwide flower campaign with the catchphrase “Green in the Towns,

Flowers in the Windowsills” at all of its branches and offices.

These activities include yearly contributions of flower seeds, bulbs, flowerbeds, and other gar-

dening items to public facilities, including local public bodies, parks, and schools, as well as the

promotion of greening and environmental preservation programs through the support of organi-

zations that engage in these activities.

Workplace Fund-Raising Activities

The Bank cooperates with various fund-raising activities based on dialogue with its employees at

the workplace. Specific activities include cooperation with the United Nations Food and

Agriculture Organization (FAO)—established to increase food output in developing nations and

promote self-sufficiency among impoverished nations—on fund-raisers to eradicate world hunger.

Also, in December 2003, heeding the call from the International Co-operative Alliance to assist

victims of a major earthquake in southern Iran, the Bank worked with this organization by setting

up an Iran Earthquake Support Fund.

Ocean-Related Educational Activities

The oceans, often called the cradle of life, are not just home to various organisms and a supplier

of precious foodstuffs in the form of marine products; they also play a vital role in the mainte-

nance and stability of the global environment.

To sustain the wide-ranging functions of the oceans, it is essential to educate citizens on main-

taining and nurturing marine resources and preserving marine environments. To this end, the

Bank sponsors and collaborates with various public and non-profit organizations whose aim is to

educate people about the oceans.

The Norinchukin Foundation, Inc.

The Bank created the Norinchukin Foundation, Inc., in 1994 to commemorate the 10th anniver-

sary of the establishment of its New York Branch. The objectives of the Foundation are to pre-

serve nature, educate children, and promote cultural activities to improve the quality of life in the

states of New York, Connecticut, and New Jersey. Each year, the Foundation donates proceeds to

non-profit organizations that engage in activities that support the Foundation’s goals.



20

Norinchukin Bank and the JA Banking System

1923 • The Bank established with government

funds under special legislation as the

central bank for Industrial Cooperatives

1938 • Gyokyo joins the Bank

1943 • Forestry Cooperatives (Shinrinkumiai)

join the Bank

• The Bank’s name officially changed to

the Norinchukin Bank

1950 • The first Norinchukin Bank debentures

issued

1959 • Redemption of the government’s equity

stake completed, thereby becoming a

private bank

1974 • Foreign exchange operations begin

1977 • Investment and trading in foreign 

currency denominated bonds begin

1982 • A representative office opens in New

York (the Bank’s first overseas foothold)

1984 • The New York Representative Office

upgraded to branch status

1985 • A representative office opens in London

1986 • Fiduciary services for corporate bonds

begin

• Norinchukin International plc opens in

London

1989 • The Bank’s U.S. dollar denominated

notes issued in the Euromarket

1990 • A representative office opens in

Singapore

1991 • The London Representative Office

upgraded to branch status

1993 • The Singapore Representative Office

upgraded to branch status

• Norinchukin Securities Co., Ltd.,

established

• Norinchukin Investment Trust

Management Co., Ltd., established

1995 • Preferred stocks issued, opening the

way for capital increases through the

participation of ordinary investors

• The Norinchukin Trust & Banking Co.,

Ltd., established

1996 • Operations of Norinchukin Asset

Management Co., Ltd., begin

• Laws concerning the integration of the

Bank and Shinnoren enacted

1998 • Issuance of ¥1 trillion in lower dividend

rate stock to Shinnoren and Shingyoren

and ¥0.5 trillion in subordinated loan

transaction completed

• Substantial reorganization of the market

risk investment sections, updating these

to match global asset management styles

• Representative offices open 

in Hong Kong and Beijing

2000 • Norinchukin-Zenkyoren Asset

Management Co., Ltd., formed through

the reorganization of the former

Norinchukin Asset Management Co., Ltd.

2001 • The Norinchukin Bank Law is revised

• The Law concerning the reorganization

and strengthening of credit business by

the Bank and specified cooperatives is

revised. 

2002 • The JA Banking System begins

• A capital increase of ¥100 billion in com-

mon stock is conducted, and ¥183 billion

in funds is procured through the issuance

of perpetual subordinated loans

• The consolidation of Shinnoren with the

Bank begins

2003 • JF Marine Bank implements fundamen-

tal policies (January)

• Integration of prefectural Shinnoren

(total of six)

• Another ¥183 billion is procured through

the issuance of perpetual subordinated

loans

Milestones in the Bank’s 81-Year History
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Business Outline

Globally Diversified Investments

Basic Concept

The Bank places emphasis on total portfolio management based on the concept of globally diversi-

fied investments. To accomplish this, the Bank utilizes its strengths, namely (1) a stable yen pro-

curement base provided by cooperative credit businesses, (2) abundant liquidity, and (3) efficient

business management underpinned by fewer personnel and branches. This third strength is made

possible by the JA cooperatives’ strong ties to its members as a provider of retail services.

Characteristics of the Balance Sheet

The Bank’s policy of globally diversified investments has resulted in significant changes in its bal-

ance sheet, as indicated by the following figures for foreign securities balances. As of March 31,

2004, the Bank’s total assets on a consolidated basis amounted to ¥61 trillion (US$585 billion),

with investment securities accounting for ¥33 trillion (US$317 billion). Of the total amount of

investment securities, foreign securities accounted for ¥16 trillion (US$152 billion).

Financial Products

The Bank seeks to diversify its investments with an eye towards an overall asset balance, stability

of earnings, and risk management. To achieve this, investments in marketable credit risk related

financial products, including asset-backed securities (ABS), are carried out. So-called alternative

investments, which have a low correlation with bonds and stocks, are also being carried out.

Portfolio Management

The Bank’s objective in managing its portfolio is to establish a flexible and stable financial struc-

ture. In order to realize this, the Bank seeks to optimize allocation through long-term investment

by considering risk-return, yield differentials among financial products, correlations, and compre-

hensive diversification (e.g., in financial products, countries, industries, and ratings). In doing so,

optimal portfolio management in terms of strategic risk taking and risk control is made possible.

Risk Management

The Bank has constructed a portfolio comprising various assets based on the concept of globally

diversified investments. The Bank considers the comprehensive management of differing risks,

risk taking commensurate with corporate capacity, and the appropriate management of these risks

essential to maintaining business soundness.

With this understanding, the Bank quantifies its exposure to various risks and constrains the

aggregate amount to within its equity capital. To accomplish this, the Bank has adopted the con-

cept of economic capital management and allocates economic capital to individual divisions.
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The Bank categorizes “risk” as market risk, credit risk, and operational risk and allocates eco-

nomic capital on an integrated basis in market-oriented divisions for the purpose of utilizing the

globally diversified investments to the maximum extent possible. As such, this strategy enables

the Bank to allocate and distribute assets in conformance with its business model. Furthermore,

every six months, the Board of Directors decides on the allocation of economic capital in accor-

dance with investment policy. The middle office, meanwhile, measures and monitors risk levels

throughout the fiscal year.

International Operations

Overseas branches focus on money market operations and loans and are continuing to develop

their activities based on the nature of their respective markets. Especially, in their respective

money market operations, these branches play an extremely important role in raising stable flows

of foreign currencies, which are essential for the implementation of the Bank’s overall strategy of

globally diversified investments.

The New York Branch has expanded its business operations since its inception in 1984. In its

money market operations, based in the mother market for U.S. dollars, and with its status as a

member of the Fixed Income Clearing Corporation (FICC), the branch constantly procures dollar

funds on favorable terms through repurchase agreements (repos) and other transactions. In its

lending operations, the Bank regards the United States as the largest market for credit investment

for non-Japanese clients and is continuing to expand these types of investments while enhancing

risk management systems.

The branch also works closely with the Head Office in providing financial services to the U.S.

subsidiaries of Japanese companies. Taking advantage of the Bank’s higher credit rating, relative

to other Japanese banks, the branch has shown steady results to date.

LondonLondonLondon

New York BeijingBeijingBeijing

Hong KongHong KongHong Kong

Branch

Representative Office

SingaporeSingaporeSingapore

Tokyo

Head Office



23

The London Branch was opened in 1991 and is the Bank’s largest base for procuring foreign

currencies. The branch provides steady flows of foreign currencies by enhancing its strong rela-

tions with various other financial institutions. It has also benefited from London’s strategic posi-

tion as the center of the Euro market and has delivered results by utilizing the abundant yen

funds of the Head Office. The branch is working to selectively expand its credit investments for

non-Japanese clients, targeting mainly borrowers in the unified Euro market while paying atten-

tion to the diversification of industries and carrying out selective investment. The branch also

supports Japanese clients in developing their business operations in Europe.

The Singapore Branch started operations in 1993. Like other branches, the Singapore Branch

plays an important role in the procurement of foreign currencies for the Bank by using the infra-

structure of the financial centers of Asia and Oceania. In credit investments for non-Japanese

clients, the branch focuses on Asia and Oceania while paying close attention to risk management.

The branch also provides loans to Japanese-affiliated companies operating in the surrounding

Asian countries.

In addition to these branches, the Bank established representative offices in Hong Kong and

Beijing in 1998. These offices are engaged in gathering information on business activities in East

Asia.

These overseas branches are continuing to play important roles as leading-edge centers for the

procurement of foreign currencies, as well as credit investment, and the gathering of banking-

related information. In doing so, they are improving the Bank’s globally diversified investments. 

Market Operations

Systems for Market Operations

Top Level Strategic Portfolio Management—In Both Quality and Volume 

The Bank is one of the largest financial institutions in Japan, while, at the same time, one of the

leading global institutional investors. Financial assets that are managed in the financial markets,

including securities and short-term money-market products, represent a large share of our total

assets.

The market operations divisions are managed under a mutual checking system in which the

front, middle, and back offices work independently. The front offices manage domestic and over-

seas assets as one portfolio and categorize these by asset type, such as bonds and equities, effec-

tively.

The Bank’s objective in managing its market portfolio is to establish a flexible and stable finan-

cial structure. In order to this, the Bank seeks to optimize asset allocation through long-term

investment, taking macroeconomic and risk-return analyses into careful consideration. By doing

so, the Bank is able to carry out optimal portfolio management from the standpoint of strategic

risk taking and risk control thanks to globally diversified investments.
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Securities Investment

Investment in bonds, a core management asset, accounts for a significant portion of the assets of

the Bank due to the risk-return characteristics. When making investment decisions, the Bank

gives full attention not only to interest rate risk but also to credit and liquidity risks. Global

investments in various types of bonds, including government bonds and corporate bonds, are car-

ried out. 

In equity investments, the Bank takes correlation with other asset classes into consideration

and manages its equity portfolio from a long-term perspective. The Bank also diversifies its port-

folio by investing in global markets.

In recent years, the markets for asset-backed securities (ABS) and other marketable credit risk

financial products have expanded. By implementing complete risk analyses, the Bank has been

active in global credit investment. The Bank is also proceeding with so-called alternative invest-

ments that have a low correlation with stocks and bonds.

Short-Term Money-Market Operations

As a major player, the Bank actively participates in global short-term money markets.

Under an environment of ultralow interest rates in Japan, the Bank works to efficiently control

its available funds, principally obtained from the cooperative credit business, while at the same

time giving full consideration to various types of risks. Domestically, the Bank is active in such

interbank markets as the call market and in the repo market. The Bank continually maintains a

leading role in these markets and plays an important part in expanding their market functions.

Backed by its strong credit standing in foreign currency markets, the Bank conducts stable and

effective transactions, including those necessary for globally diversified investment.

Meanwhile, the Bank accurately controls liquidity risk and settlement risk by assessing funding

gaps through daily, weekly, monthly, and quarterly maturity ladders. In addition, the Bank takes

part in Continuous Linked Settlement (CLS), a new system for foreign currency settlements.

Starting in September 2002, the Head Office and all overseas branches participated as part of the

first group to use this system, thereby contributing to a network necessary for managing settle-

ments in U.S. dollars, Euros, and other major currencies.

Foreign-Exchange Transactions

As a market participant representing the cooperative credit businesses in foreign-exchange trans-

actions, the Bank has organized an efficient and highly skilled dealing team able to accurately

meet the needs of cooperatives and companies related to primary industries.
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Trading Operations

In the trading of financial products, the Bank meets the needs of its clients through transactions

in Japanese government bonds, commercial paper (CP), and derivatives. The Bank works to

increase its dealing profits through various methods, such as arbitrage transactions and options,

for each financial product.

Loans

As of March 31, 2004, the balance of loans and bills discounted in the consolidated statements of

the Bank amounted to ¥17,789 billion (US$168 billion), accounting for less than one-third

(28.7%) of total assets. This figure reflects a high proportion of securities investment. The cooper-

ative credit business, which includes the Bank, plays a key role as the main bank for the primary

sector. As a financial institution based in this sector, the Bank provides cooperative lending main-

ly to cooperative organizations and companies in the agriculture, forestry, and fishery industries.

However, the balance of cooperative lending at the end of fiscal 2003 amounted to ¥966 billion

(US$9 billion), accounting for a relatively small 5.4% of the Bank’s total loans. This is because

cooperative lending is carried out mostly at the JA and Shinnoren levels and is only supplemented

by the Bank.

The Bank’s clients cover a wide range of industries, including companies that are directly asso-

ciated with the primary sector, such as those involved in the processing of agricultural, forestry,

and fishery products, the manufacturing of materials required by the primary sector, and the dis-

tribution of these products. These also include companies that are engaged in public activities,

such as local governments and other entities, such as suppliers of electric power and gas.

With the strong fund-raising capacities of the cooperative credit businesses and its know-how

cultivated through its role as a world-class institutional investor, the Bank has been consistently

responding to the financial needs of its clients. The Bank provides a variety of financial products:

securitization of accounts receivables and real estate, non-recourse loans, syndicated loans, com-

mitment line contracts, and fund-raising in domestic and international capital markets with cor-

porate bonds and CP.

Capital Markets Business

The capital markets business provides services that contribute to the procurement of funds and to

fund management for cooperatives and clients.

Responding to Securities Business

The Bank assists in raising funds from capital markets by acting as a commissioned bank for bond

issues and by underwriting CP. In addition, the Bank helps to stabilize clients’ fund procurement

by structuring and acquiring private-placement bonds.
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ISSUERS

THE BANK’S GROUP (Securities, Asset management)

OUTLINE OF CAPITAL MARKETS BUSINESS OF THE BANK’S GROUP

Norinchukin-Zenkyoren Asset
Management Co., Ltd.
• Establishment and management of investment

trusts
• Investment trust sales support
• Trustee services for investment trusts
• Management of defined-contribution pension plans

The Norinchukin Trust & Banking Co.,
Ltd.
• Trustee services for monetary claims and

other trust products
• Origination and sales of securitized products
• Development of trust agency network

The Norinchukin Bank
• Commissioned bank services
• Assistance in IPOs and

advice on issuance of bonds
• Underwriting of CP

Corporations Financial Institutions Public Bodies

INVESTORS

JA, Shinnoren, Shingyoren, and
Others

Financial Institutions and Other 
Institutional Investors

Corporations

In addition, the Bank utilizes its survey capabilities as a financial institution and its expertise as

an institutional investor to provide strong client support, including boosting credit capabilities

and formulating financial and management strategies.

Expansion as a Securities-Related Firm

As the needs of clients and cooperatives have become increasingly sophisticated and diverse along

with deregulation, the Bank has responded to these needs by establishing Norinchukin

International plc (NOIL), followed by Norinchukin Securities Co., Ltd., The Norinchukin Trust

& Banking Co., Ltd., and Norinchukin-Zenkyoren Asset Management Co., Ltd. 

Based on a management strategy of concentrating corporate assets in critical fields, aimed, in

turn, at better exercising its functions and role in strengthening the cooperative credit business

and enhancing its asset management and earnings capabilities, the Bank sold off the operations of

Norinchukin Securities to Mizuho Securities Co., Ltd., in March 2004. Also, the Bank solidified

its policy of withdrawing from the operation of Norinchukin International. As such, the Bank

made preparations for the liquidation of both companies. Meanwhile, Norinchukin Trust &

Banking and Norinchukin-Zenkyoren Asset Management continue to manage assets and support

the cooperative retail business, providing services that better address the growing needs of coop-

eratives and other business partners.
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Financial Review

SUMMARY OF CONSOLIDATED FINANCIAL RESULTS 
FOR THE FISCAL YEAR ENDED MARCH 31, 2004 
Net interest income increased ¥121 billion over the previous fiscal year, to ¥245 billion (US$2,327 million),

owing to increased investment in securities. Net income on securities slipped ¥152 billion, to ¥3 billion

(US$30 million), due primarily to a decline in gains on securities. Net income from fees and commissions

reported little change from the previous fiscal year and amounted to ¥16 billion (US$155 million).

General and administrative expenses hovered at approximately the same level as that for the previous fis-

cal year and amounted to ¥123 billion (US$1,170 million). In spite of amortization and reserves in line with

a strict self-assessment of its assets, credit costs declined ¥27 billion, to ¥43 billion (US$415 million), as a

result of the recovery and bulk sales of non-performing loans.

As a result, on a consolidated basis, the Bank’s net income in fiscal 2003 increased ¥79 billion, to a record-

breaking ¥144 billion (US$1,368 million).

Principal Statement of Income Items

Millions of Yen

Fiscal years ended March 31 2004 2003 Difference

Net Interest Income ¥245,958 ¥124,600 ¥121,358

Net Income on Securities 3,132 155,455 (152,323)

Net Income from Fees and Commissions 16,357 15,599 758

General and Administrative Expenses 123,695 124,216 (521)

Credit Costs 43,827 71,200 (27,373)

Transfer to Reserve for Possible Loan Losses 37,641 64,155 (26,514)

Write-off of Loans 6,186 4,445 1,741

Other — 2,598 (2,598)

Other 89,833 (4,601) 94,434

Income before Income Taxes 187,758 95,637 92,121

Income Taxes 42,579 29,332 13,247

Current 47,766 26,264 21,502

Deferred (5,187) 3,068 (8,255)

Net Income 144,626 65,447 79,179
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REVIEW OF BALANCE SHEET ITEMS

Funding

Deposits, excluding negotiable certificates of deposit (NCDs), rose to ¥40,782 billion (US$386 billion), up

¥610 billion from the previous fiscal year-end. Two notable points regarding the characteristics of the Bank’s

deposits are: (1) a high proportion of the deposits come from Shinnoren and other credit cooperatives and

(2) a high proportion of the deposits consists of time deposits. 

The deposits from cooperatives are allocated in compliance with their internal regulations as follows:

•Two-thirds of JA’s and Gyoko’s surplus funds (i.e., the funds remaining after the loans are deducted from

the deposits) are deposited with Shinnoren and Shingyoren.

•One-half of Shinnoren’s and Shingyoren’s surplus funds are deposited with the Bank.

This system provides a stable source of funding for the Bank.

Deposits by Category (On a Consolidated Basis)

Billions of Yen

As of March 31 2004 2003

Time Deposits ¥34,024 ¥34,833

Liquid Deposits 1,856 1,812

Other Deposits 4,901 3,526

Negotiable Certificates of Deposit 316 249

Total ¥41,099 ¥40,421
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Securities

The balance of securities rose ¥4,885 billion over the previous year-end, to ¥33,509 billion (US$317 billion).

Foreign securities remained relatively unchanged at ¥16,047 billion (US$152 billion), while Japanese gov-

ernment bonds rose ¥4,886 billion, to ¥14,574 billion (US$138 billion).

Breakdown of Securities by Type (On a Consolidated Basis)

Billions of Yen

As of March 31 2004 2003

Japanese Government Bonds ¥14,574 ¥09,688

Municipal Bonds 290 413

Corporate Bonds 793 945

Equities 520 408

Foreign Securities 16,047 16,271

Other 1,282 895

Total ¥33,509 ¥28,623

Loans and Bills Discounted

Loans and bills discounted dropped by ¥1,389 billion, to ¥17,789 billion (US$168 billion), owing mainly to

a decline in lending to the finance and insurance industries. Risk-managed loans on a consolidated basis

declined ¥28 billion, to ¥650 billion (US$6,158 million). Consequently, risk-managed loans comprised 3.6%

of total loan assets.

Breakdown of Loans by Industry (On a Consolidated Basis)

Billions of Yen (%)

As of March 31 2004 2003

Foods ¥00,459 (2.6%) ¥00,511 (2.7%)

Pulp and Paper 223 (1.3) 224 (1.2)

Chemicals 353 (2.0) 383 (2.0)

Other Manufacturing 799 (4.5) 939 (4.9)

Agriculture, Forestry and Fisheries 162 (0.9) 172 (0.9)

Construction 124 (0.7) 212 (1.1)

Electricity, Gas and Water 256 (1.4) 248 (1.3)

Transportation and Telecommunications 944 (5.3) 922 (4.8)

Wholesale, Retail and Restaurant 1,455 (8.2) 1,994 (10.4)

Services 1,339 (7.5) 1,540 (8.0)

Finance and Insurance 4,671 (26.3) 6,875 (35.8)

Other Non-Manufacturing 6,999 (39.3) 5,153 (26.9)

Total ¥17,789 (100.0%) ¥19,179 (100.0%)
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Risk-Managed Loans (On a Consolidated Basis)

Billions of Yen

As of March 31 2004 2003

Loans to Borrowers under Bankruptcy Proceedings ¥004 ¥018

Loans with Principal or Interest Payments More than Six Months in Arrears 360 406

Loans with Principal or Interest Payments More than Three Months in Arrears 2 1

Restructured Loans 283 252

Total ¥650 ¥679

Risk-Managed Loans (On a Non-Consolidated Basis)

Billions of Yen

As of March 31 2004 2003

Loans to Borrowers under Bankruptcy Proceedings ¥004 ¥018

Loans with Principal or Interest Payments More than Six Months in Arrears 355 396

Loans with Principal or Interest Payments More than Three Months in Arrears 0 0

Restructured Loans 273 240

Total ¥633 ¥655

Notes: 1. Loans to Borrowers under Bankruptcy Proceedings are loans for which payment of principal or interest has not been received
for a substantial period and, for this and other reasons, there are no prospects for recovery or repayment of the principal or
interest, and thereby no interest has been accrued (excluding loans written off and hereinafter referred to as non-accrual loans),
which are subject to the Implementation Ordinances for the Corporation Tax Law (Government Ordinance No. 97, 1965), items
(i) through (v) of Article 96, Section 1, Part 3 or Part 4 of the same article. Loans with Principal or Interest Payments More
than Six Months in Arrears are non-accrual loans other than Loans to Borrowers under Bankruptcy Proceedings and other loans
for which interest payments have been rescheduled to assist the borrowers’ restructuring (Restructured Loans).

Notes: 2. Loans with Principal or Interest Payments More than Three Months in Arrears are defined as loans for which principal or inter-
est has been in arrears for three months or more from the day following the contract payment date. They exclude Loans
to Borrowers under Bankruptcy Proceedings and Loans with Principal or Interest Payments More than Six Months in Arrears.

Notes: 3. Restructured Loans are those for which the terms and conditions of the original loan agreement are redrawn for the favor of the
borrower, including reducing interest rates, rescheduling interest and principal payments or waiving claims on the borrower.
Such loans exclude Loans to Borrowers under Bankruptcy Proceedings, Loans with Principal or Interest Payments More than
Six Months in Arrears and Loans with Principal or Interest Payments More than Three Months in Arrears.
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Disclosed Claims by the Financial Revitalization Law (On a Non-Consolidated Basis)

Billions of Yen

As of March 31 2004 2003

Claims on Obligors under Legal Bankruptcy Proceedings 

and Obligors Substantially in Bankruptcy ¥00,006 ¥00,022

Claims on Obligors with Bankruptcy Imminent 360 399

Claims on Obligors under Close Observation 275 244

Total ¥00,642 ¥00,666

Claims on Ordinary Obligors ¥17,424 ¥18,949

Note: Under Article 6 of the Law Concerning Emergency Measures for Early Stabilization of Financial Functions (Law No. 132, 1998),
banks are required to classify obligors regarding: Securities Lent, Loans and Bills Discounted, Foreign Exchange Assets, Accrued
Interest and Suspense Payments of Other Assets and Customers’ Liabilities for Acceptances and Guarantees, according to their
financial conditions and management performance. The definition of the classifications is as follows:

Although the Bank is not subject to the provisions of this law, it classifies its obligors and discloses the value of claims on each
obligor in accordance with the law. 
(1) Claims on Obligors under Legal Bankruptcy Proceedings and Obligors Substantially in Bankruptcy
Claims on obligors who are bankrupt or in the process of bankruptcy, reorganization, or similar financial restructuring procedures
as well as those in a similar condition. 
(2) Claims on Obligors with Bankruptcy Imminent
Claims on obligors who are not yet bankrupt but whose financial position and management performance are deteriorating. It is
highly likely that the principal and interest will become uncollectible. 
(3) Claims on Obligors under Close Observation 
Claims in this category basically include Loans with Principal or Interest Payments More than Three Months in Arrears and
Restructured Loans.
(4) Claims on Ordinary Obligors 
Claims on obligors with no particular financial or operating problems and include all claims other than those under (1) through (3)
above.

Reserve for Possible Loan Losses (On a Consolidated Basis)

Billions of Yen

As of March 31 2004 2003

Reserve for Possible Loan Losses ¥368 ¥361

Reserve for Possible Loan Losses (On a Non-Consolidated Basis)

Billions of Yen

As of March 31 2004 2003

General ¥164 ¥128

Specific 199 224

Reserve for Losses on Specified Overseas Debts 0 2

Total ¥365 ¥355
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Shareholders’ Equity

The Bank’s capital adequacy ratio as of March 31, 2004, was 12.94%, up 3.07 percentage points.

This result was due to the fact that while the rise in risk assets was minimized, the Bank also raised its

capital by increasing retained earnings, procuring ¥183 billion (US$1,736 million) in perpetual subordinated

loans, and improving valuation gains on securities.

The most noteworthy feature of the Bank’s capital structure is the large quantity of Tier I capital—the

most basic component of capital, including paid-in capital and earned surplus—which is made possible

through the strong support of the cooperative membership system. In Tier I capital, the Bank held ¥1,224

billion in common stock from credit cooperatives, of which ¥1,000 billion was in the form of lower dividend

rate stock. Consequently, the Tier I capital ratio was 7.49%, one of the highest ratios among Japan’s major

financial institutions. The percentage of Tier I capital accounted for by deferred tax assets was 7.09%, among

the lowest rates in Japan, making the quality of the Bank’s Tier I items one of the highest in the industry.

The Bank is also proud of the fact that, given its strong capital position, not once has it applied for a gov-

ernment injection of public funds, although many major banks have done so to restore their financial func-

tions and facilitate credit accommodation. 

BIS Capital Adequacy Ratio (On a Consolidated Basis)

Billions of Yen

As of March 31 2004 2003

Shareholders’ Equity:

Tier I ¥01,928 ¥01,655

Tier II 1,414 886

Amount to be Deducted* 12 14

Total ¥03,330 ¥02,527

Risk-Adjusted Assets:

On-Balance Sheet ¥22,540 ¥22,803

Off-Balance Sheet 765 742

Assets Equivalent to Market Risk 2,430 2,045

Total ¥25,735 ¥25,591

BIS Capital Adequacy Ratio:

Tier I 7.49% 6.47%

Tier I + Tier II 12.94% 9.87%

Note: The capital adequacy ratio of the Bank is based on the computational formula specified in Directive No. 7, Criteria for Judging the
Management Soundness of the Norinchukin Bank, issued in 2003 by the Financial Services Agency and Ministry of Agriculture,
Forestry and Fisheries (hereinafter, the Directive). The Bank observes BIS capital adequacy requirements and has been in compli-
ance with market risk regulations.

* This amount is equivalent to the investment stipulated in the Directive, Article 7, Clause 1, Section 2.
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BIS Capital Adequacy Ratio (On a Non-Consolidated Basis) 

Billions of Yen

As of March 31 2004 2003

Shareholders’ Equity:

Tier I ¥01,910 ¥01,643

Tier II 1,413 885

Amount to be Deducted 0 0

Total ¥03,324 ¥02,528

Risk-Adjusted Assets:

On-Balance Sheet ¥22,625 ¥22,743

Off-Balance Sheet 765 742

Assets Equivalent to Market Risk 2,425 1,979

Total ¥25,816 ¥25,465

BIS Capital Adequacy Ratio:

Tier I 7.40% 6.45%

Tier I + Tier II 12.87% 9.92%

Note: The capital adequacy ratio of the Bank is based on the computational formula specified in the Directive. The Bank observes BIS
capital adequacy requirements and has been in compliance with market risk regulations.
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Risk Management

APPROACH TO RISK MANAGEMENT
Financial institutions have been greatly affected by changes in the economic and financial environments in

recent years. Under these conditions, prompted by the growing diversity and complexity of their operations,

financial institutions have been pressed to construct appropriate risk management systems to sustain and

enhance their business soundness while fulfilling their social responsibilities. 

Cognizant of this fact, the Bank has established a Risk Management Basic Policy, with the aim of further

enhancing its risk management capabilities. This policy serves as the road map for the Bank’s risk manage-

ment activities and clearly lays out the types of risks to be addressed as well as the relevant management

structures and mechanisms.

With this in mind, the Bank separates the risks that it must manage into two broad categories. One com-

prises risks actively taken on to generate profits (i.e., credit risk and market risk), and the other comprises

risks passively incurred in the course of carrying out operations (i.e., settlement risk and legal risk). Specific

risks are dealt with in accordance with individual guidelines based on risk type, while an integrated

approach is taken to manage risk on a Bank-wide basis. 

COMPREHENSIVE RISK MANAGEMENT
The Bank has constructed a portfolio comprising various assets based on the concept of globally diversified

investments. The Bank considers the comprehensive management of differing risks, risk taking commensu-

rate with corporate capacity, and the appropriate management of these risks essential to maintaining busi-

ness soundness.

With this understanding, the Bank quantifies its exposure to various risks and constrains the aggregate

amount to within its equity capital. To accomplish this, the Bank has adopted the concept of economic capi-

tal management and allocates economic capital to individual divisions.

The Bank categorizes “risk” as market risk, credit risk, and operational risk and allocates economic capital

on an integrated basis in market-oriented divisions for the purpose of utilizing the globally diversified invest-

ments to the maximum extent possible. As such, this strategy enables the Bank to allocate and distribute

assets in conformance with its business model. Furthermore, every six months, the Board of Directors

decides on the allocation of economic capital in accordance with investment policy. The middle office,

meanwhile, measures and monitors risk levels throughout the fiscal year.

CREDIT RISK MANAGEMENT
For the Bank, transactions involving credit risk are a key source of earnings, in line with its business strate-

gy. In addition to assessments of individual credit risk assets, including loans, the Bank conducts compre-

hensive risk management from the perspective of its overall credit risk portfolio. In this way, the Bank seeks

to generate earnings commensurate with its level of credit risk. Also, as a financial institution whose base

consists of agricultural, forestry, and fishery cooperatives, the Bank aims to promote these industries through

“cooperative lending” while carrying out due risk management as a private financial institution. 



Credit Risk Management System

The Bank’s credit risk management system centers on three committees comprised of top management.

One of them is the Credit Risk Management Committee, which deliberates on specific strategies related to

transactions involving credit risk other than those connected with cooperative lending. It also makes deter-

mination on large and/or material loans on an individual basis. On the other hand, the Cooperative Finance

Committee considers specific strategies concerning cooperative lending in order to fulfill its mission of pro-

viding effective and efficient funding.

The Credit Committee is a venue for deliberating on basic rules and policies of risk management, and

specific strategies determined by the Credit Risk Management Committee, the Cooperative Finance

Committee, and the Market Risk Management Committee—which is discussed later in this report—must

be consistent with these basic frameworks. These basic frameworks include systems, such as credit ceilings

by country and individual company, the internal rating system, and self-assessments. The Credit
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Risk Management

Committee also deliberates on basic directions from the perspective of strengthening risk management in

accordance with the concept of comprehensive risk management. Furthermore, the Credit Committee

determines measures to be taken in the event of certain contingencies, including the credit risk and lending

terms for an individual loan whose credit quality is expected to deteriorate.

At the same time, monitoring of the credit risk portfolio is carried out by the Risk Monitoring Division

established separately from the front office.

Credit Analysis System

While continually strengthening its credit analysis capabilities, the Bank conducts highly specialized

checks of borrowers, taking into account their respective characteristics as cooperatives, general compa-

nies, public corporations, or non-residents. To conduct credit analyses on private corporations and public

corporations, the Bank has established the Credit Risk Management Division, which is separate from the

Corporate Business Management & Strategy Division. The division conducts industry-based credit analy-

ses, making full use of the expertise the Bank has cultivated. Specifically, to achieve greater accuracy, each

senior credit analyst in charge of a certain industry assesses each client and business through comparisons

with competitors in the same business, a method that makes active use of industry research functions.

With regard to credit for non-resident borrowers, the Bank has adopted a country ceiling system that takes

into account risks that differ from those of domestic loans, such as analyses of political and social condi-

tions of each country. In addition to a business-type-based credit analysis, a region-based senior credit ana-

lyst evaluates loan applications, thereby carrying out optimal risk management. 

Markets for so-called products involving the securitization of assets—which are backed by account

receivables, real estate, and other assets—have been expanding in recent years. Aside from credit risk

analysis of individual borrowers, senior credit analysts specializing in the structure of investment products

focus on a proper understanding of the risks associated with such products while conducting ongoing

monitoring and reviews of investment products.

Under this credit analysis system, the Bank conducts sophisticated credit risk management based on

strict screening standards and on its own methods for analyses of financial position and cash flow, as well

as follow-up monitoring. 

In addition to strengthening these reliable analysis methods, the Bank uses management methods that

address credit analysis from the perspective of the portfolio as a whole, sets credit limits in accordance with

internal ratings, and screens individual companies to control risk volume. Simultaneously, the Bank seeks

to set interest rates in accordance with internal ratings and security statues and thereby secure returns

commensurate with risk. 

Quantifying Credit Risk

In addition, as with market risk, the Bank measures credit risk volumes using statistical methods and uses

management methods focusing on risk and returns. In these and other ways, the Bank works to increase

the sophistication of its risk management.

RISK MEASUREMENT METHODS
In addition to lower market prices for corporate bonds and delinquent loan repayment/interest payments

resulting from deterioration in the business conditions of the issuer/borrower, credit risk encompasses eco-

nomic losses of granted credit amounts due to the bankruptcy of the borrower.

Regarding credit risk stemming from the loan business and investments in corporate bonds, the Bank

determines the distribution of the credit balance based on the credit capability of the borrower to prevent



overconcentration in a specific industry or product to achieve balanced portfolio management. At the same

time, the Bank emphasizes securing returns commensurate with the cost of credit. While monitoring the

distribution of credit balances by product category and rating, the Bank sets credit limits according to the

rating, with a view to constructing an optimal asset portfolio. 

As with market risk, the Bank makes use of an econometric model of credit risk that incorporates statis-

tical methods. This risk assessment model is based on the CreditMetrics™ system developed by J.P.

Morgan Chase & Co. The Bank is devoted to accumulating important statistical data related to credit risk,

including that pertaining to new BIS regulations to be implemented in the future, which will be a key factor

in the transition of credit ratings, default rates by rating, and recovery rates at the time of default. Using the

model to apply this statistical data to virtually all products that carry credit risk, the Bank calculated, using

the random simulation method, several tens of thousands of scenarios of potential losses arising from

defaults as well as rating changes for customers and products. By plotting the distribution of these loss sce-

narios, the Bank calculated the risk volume of both the expected loss and the probable maximum loss. As

the expected loss corresponds to the loss that can be expected on average each year assuming the makeup

of the portfolio remains constant, it is theoretically expected that pricing in according with the cost of cred-

it for customers and products will result in losses that are able to be covered within the scope of term prof-

its. The probable maximum loss is defined as the loss that can be expected under the worst case scenario.

Within this probable maximum, covering losses in excess of the expected loss within the scope of term

profits is problematic. As such, credit risk capital is defined as risk to be covered within the scope of equity

capital, which is the source of bank vitality. The Bank segments its credit risk portfolio into four business

units according to product and customer characteristics, and by monitoring the associated risk capital, the

Bank is able to engage in appropriate and sound risk taking with a greater level of confidence that it is

within the scope of equity capital. External consultants have given quantitative and qualitative evaluations

on these systems for measuring risk volume and have verified their effectiveness. 

In conjunction with this, the Bank is upgrading the infrastructure for its credit risk management system,

most notably with a database that utilizes advanced systems technologies to increase the sophistication of

its credit risk management.

As for off-balance sheet transactions, the Bank measures the following exposures on a daily basis:

• The current exposure, i.e., the cost to reconstruct the transactions in case the counterparty to the transac-

tion declares default due to bankruptcy

• The potential exposure, i.e., the additional amount deemed to correspond with the increased risk of the

current exposure in the future

As such, the Bank comprehensively manages credit risks for both on-balance and off-balance sheet trans-

actions.
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Basic Outline of the Bank’s Credit Risk Management Model

Profitability density
function of losses

Expected losses

Loss amount
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occurrence

of losses

Probable maximum losses (credit VaR)

� The Bank’s credit risk management model makes it 
possible to compute the probability density function of losses 
in its credit portfolio (and plot the distribution of such losses). 
Based on this function, the Bank computes risk indicators, 
including average loss and credit value at risk (VaR).
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MARKET RISK MANAGEMENT
The Bank has positioned its market transactions as an important source of income as well as a means to

hedge risks. Interest rate and price fluctuation risks are properly controlled using comprehensive risk man-

agement systems to generate profits and stabilize financial positions. 

To ensure the implementation of these management strategies, the Bank has created a mutual checking

system where decision-making, execution, and monitoring functions are systematically separated and

organized into independent units. These activities are carried out to realize appropriate risk management. 

Looking forward, the Bank will work to further enhance its technical capabilities, including systems,

personnel, and the quantitative analysis of risk volume, thereby optimizing its risk management.

Banking Operations (ALM)

The optimal management of risks in banking operations is indispensable to the stability of financial institu-

tions. 

The Bank began risk management at an early stage through asset-liability management (ALM) that places

emphasis on a balance of maintaining financial soundness and strengthening profitability. Both static and

dynamic interest rate sensitivities of cash flow are analyzed, and basis point values are calculated. Based on

the analyses conducted from various angles, the Bank works to construct a flexible financial structure that

can respond promptly to changes in financial conditions.

Market Portfolio Management

In banking operations, the Bank places special emphasis on analyzing and managing market risk in view of

the importance of its portfolio of marketable securities. This framework is described below.

(1) Decision making

Important decisions on market transactions are made at the managerial level. The Market Risk

Management Committee, composed of members of management as well as the general managers of related

divisions, considers, discusses, and authorizes final decisions concerning specific policies related to market

transactions. 

At the time of analysis, in addition to the examination of the investment environment, including market

trends and the economic outlook, the Committee makes appropriate decisions taking ALM and the Bank’s

securities portfolio into consideration. The Market Risk Management Committee meets, in principle, once

per month. In addition, meetings are held on an ad-hoc basis when it is necessary to formulate flexible

measures to deal with market trends or other such factors. In addition, to facilitate the close exchange of

day-to-day information related to market movements, management and general managers of related divi-

sions hold weekly meetings to share information that enables the making of swift and optimal decisions.

(2) Execution

The front offices buy and sell securities and hedge risks based on policies set by the Market Risk

Management Committee. These activities are executed efficiently while monitoring market trends to enable

new proposals for investment strategies.

(3) Monitoring

The Risk Monitoring Division checks whether the operations conducted by the front offices conform to the

policies set by the Market Risk Management Committee. In addition to measuring risk, the division also

performs a monitoring function in that it measures risk volumes. Results of the monitoring carried out on a

daily basis are periodically reported to management. The Market Risk Management Committee uses the

results as the basis for confirming the risk condition of the portfolio and for exploring specific policies for

the future. 



(4) Alarm system

The Bank has adopted an alarm system, called the “Checkpoint System,” as a tool for risk management. This

system requires the Market Risk Management Committee, which includes top management, to discuss

actions when the risk volume in the overall portfolio reaches a certain level stipulated in the Bank’s tolerance

limits. An alarm is activated when the risk volume radically changes in the short term and exceeds a certain

level. In such cases, relevant personnel from top management and ranks below are obliged to meet and dis-

cuss appropriate actions. This mechanism enables the Bank to quickly and appropriately manage risks; how-

ever, the Bank is committed to establishing an even more optimal risk management system in the future.

(5) Risk measurement methods

Market risk is the potential for losses to occur from changes in revenues due to interest rate fluctuations

and/or changes in asset and liability values as a result of market fluctuations, including interest rates, stock

prices, and exchange rates. Balancing cash flows in line with interest rate fluctuations is very important in

banking operations, making it necessary to grasp the degree of impact on revenues and expenses from a cer-

tain change in interest rates. The Bank calculates the interest rate sensitivity of its assets and liabilities and

measures cash flow fluctuations of assets and liabilities (as measured by the changes in interest margins or

unrealized gains and losses in cases where the standard interest rate moves by one percentage point). This

scheme is combined with scenario-based simulation methods to measure the impact of interest rate changes

on cash flows in overall banking operations. 

In addition, the Bank regularly carries out the measurement of the risk volume by taking account of price

fluctuation risk involved with bonds, stocks, and foreign currency exchange. Furthermore, simulations

under stress conditions are also performed for the overall banking account. The Bank uses these processes to

determine the impact of market movements on the value of held assets.

Trading

The Bank maintains distinct organizational separation between its trading operations, which conduct trans-

actions with the aim of generating profits from short-term market fluctuations, and sections that carry out

other transactions. Also, the Bank has established a trading framework for front sections, including predeter-

mined position limits and loss limits, from the perspective of risk and return. The objective of this frame-

work is to achieve profit targets. 

(1) Alarm system

Front sections are notified and warned when positions and/or losses exceed specified levels. They are then

obligated to take corrective action, reduce trading volume, halt trading, or otherwise respond to the levels.

(2) Risk measurement methods

The Bank measures the risk in its trading operations by adopting such methods as basis point value (BPV),

slope point value (SPV), option risk parameters, and VaR to monitor compliance with risk limits.

The precision of the internal model for measuring risk volumes is increased through the continual com-

parison of fluctuations in actual gains and losses with those projected by the model (back testing). At the

same time, the Bank strives to further increase the sophistication of its measurement methods by adopting

new financial and information technologies.

Moreover, the validity of the model developed by the Bank has been proven by objective quantitative and

qualitative audits conducted by an outside audit corporation using market risk volume and required capital

calculations as stipulated by the BIS at the end of March 1998.
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Results of Back Testing (Trading Divisions, Interest Rate VaR (1 day))

From April 1, 2003 to March 31, 2004 (consisting of 248 business days), the negative value of fluctuations in daily profit and loss
exceeded VaR (1-day holding period) seven times; six of these instances were not due to the internal model itself but rather due to the
market fluctuations exceeding the volatility specified by the internal model. As shown in the diagram above, the model has been proven
valid within the specified probability range (one-tailed confidence interval of 99%).
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Glossary

• BPV (basis point value)

BPV indicates the change in the value of a current position given a 0.01% change in interest rates. The

Bank uses total delta as the indicator of the impact assuming a parallel shift in the yield curve.

• SPV (slope point value)

SPV is an indicator of the impact assuming a non-parallel shift in the yield curve. Because each yield curve

grid is a compilation of absolute values for BVP, SPV indicates the changes in value of the Bank’s positions

when the interest rate moves against the Bank’s positions by 0.01% in each grid.

• VaR (value at risk)

VaR is the maximum possible loss over a specified holding confidence interval. The Bank calculates VaR

using a variance-covariance matrix with two distinct holding periods (1 day and 10 business days) and a

99% confidence interval (standard deviation of 2.33).
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LIQUIDITY RISK MANAGEMENT
The Bank manages liquidity risk as prescribed in its Liquidity Risk Management Guidelines using the fol-

lowing definitions: 1) market liquidity risk—the risk that rapid changes in the market environment will

prevent fast and accurate price formation for a position or its liquidation—and 2) cash flow risk—the risk

of losses resulting from obstacles to transaction settlement due to reduced liquidity funds or due to having

no recourse but to procure funds at interest rates much higher than normal.

The Bank conducts market liquidity risk-oriented investigations when setting concrete investment strate-

gies by taking into account factors critical to investment decisions and by assessing the liquidity (mar-

ketability) for each investment product. 

A premise necessary for ongoing operations and portfolio management, cash flow risk is managed by the

Bank on a daily basis for each currency, product, and office in terms of both funds management and pro-

curement. Based on daily and monthly funds targets, the Bank works to maintain a stable level of liquidity

while taking into account market movements.

SETTLEMENT RISK MANAGEMENT
The Bank defines settlement risk as the risk of losses due to the failure of a counterparty to settle a transac-

tion for some reason. The Bank manages settlement risk according to its Settlement Risk Management

Guidelines.

Settlement risk encompasses credit risk, liquidity risk, operational risk, and legal risk, and the Bank con-

tinually upgrades its internal management system in accordance with the various conditions of settlement

risk and strengthened policies for dealing with settlement risk should it materialize. Additionally, the Bank

strives to achieve highly smooth, safe settlement by using its current account at the Bank of Japan, the real-

time gross settlement (RTGS) system for settling Japanese government bond (JGB) transactions, and the

continuous linked settlement (CLS) system for settling foreign exchange transactions. 

LEGAL RISK MANAGEMENT
The Bank manages legal risk as prescribed in its Legal Risk Management Guidelines. The Bank defines legal

risk as the risk of adverse transactions or damage to the Bank from illegal or inappropriate contracts in the

execution of management decisions or individual operations.

In addition to conventional financial services, the Bank offers new financial services using its enhanced

and expanded credit business. The Bank also aggressively conducts investment operations. Under these

conditions, the Bank has made legal risk management a top management priority at all of its business and

is working to upgrade its management procedures and techniques.

Specifically, the Bank has created a database of all banking-related laws and regulations by office and

operation to enable swift and accurate assessment in response to legal and regulatory changes. The Bank

also works to minimize legal risk by fully supporting each concerned office and branch with regard to legal

checks of individual items and the drafting and screening of contracts. 
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OPERATIONAL RISK MANAGEMENT
The Bank manages operational risk according to its Operations Risk Management Guidelines. The Bank

defines operational risk as the risk of losses from improper clerical operations. This includes executives

and regular employees failing to carry out operations in accordance with established procedures due to a

variety of causes, such as accidents and improper conducts, or failure to conduct the proper clerical opera-

tions. This failure may stem from inadequate procedures and/or manuals, and/or actions inconsistent with

these procedures and manuals.

The Bank continually improves its clerical operations while working to reduce risk by assessing the cir-

cumstances that have resulted in accidents and mistakes and carrying out risk management.

SYSTEMS RISK MANAGEMENT
The Bank defines systems risk as the risk of losses due to computer system crashes, malfunctions, and inad-

equacies as well as improper computer use. The Bank manages systems risk according to its Systems Risk

Management Guidelines.

Specifically, during systems development, the Bank conducts adequate testing and takes other proactive

measures to prevent system problems. In addition, the Bank carries out contingency planning and training

to prepare for major system problems in the event of a disaster. 

The Bank also carries out appropriate security asset management according to its Security Policy,

Security Standards, and other such internal rules. 
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Organization
(As of August 1, 2004)

Credit Products Management Dept. 

Compliance Dept. 

Business Development Dept.

Branch Administration Dept.

Corporate Business Planning & Promotion Dept.

Operations Center

JF Marine Bank Monitoring & Advisory Dept.

Cooperative Securities Business Coordination Dept. 

Career Development Dept.

President & CEO

Deputy President & Co-CEO

Senior Managing Directors

Managing Directors

Council of Delegates

Supervisory Committee

JA Bank System

Headquarters

JF Marine Bank

Headquarters

Board of Directors

Auditors

Board of Auditors

Secretariat

Coordination Div.

Office of the Corporate Auditors

Legal Div.

Public Relations Div. 

Asset Audit Dept.Internal Audit Div.

Personnel Div.

Corporate Planning Div. 

Financial Planning & Control Div. International Business Management Dept. 

Subsidiaries & Affiliates Management Dept.Systems Planning Div.

Credit Risk Management Div. I

Credit Risk Management Div. II

JA Bank System Management Div.

JA Bank System Reorganization Div.

JA Business Improvement Div.

Premises Div.

JA Business & Financial Instruments Div.

Procedures & Operations Planning Div.

Cooperative Finance Systems Development 

& Administration Div.

Personal Asset Management Div. 

Agriculture & Forestry Div.

Fisheries Div.

Fixed Income Investment Div.

Global Equity & Corporate Bond Investment Div.

Credit & Alternative Investment Div. 

Treasury & Forex Div.

Securities Business Div.

Risk Monitoring Div. 

Operations Planning & Solutions Div.

Corporate Business Management & Strategy Div.

Kanto Area Corporate Business Dept. 

Treasury & Securities Operations Div.

Corporate Business Div. I

Corporate Business Div. II

Corporate Business Div. III

Corporate Business Div. IV

Corporate Business Div. V

Corporate Business Div. VI

Corporate Business Div. VII

Corporate Business Div. VIII

Cooperative Finance & Administration (Kanto Area) Div.

Head Office Business Service Div.

Otemachi Business Service Div.

Foreign Business Div.



Overseas Branches

New York Branch 

Toshifumi Tsukitani, General Manager

29th Floor, 245 Park Avenue, 
New York, NY 10167-0104, U.S.A.
Telephone: 1-212-697-1717
Fax: 1-212-697-5754
Telex: 6720068 (NOCUBANK)

London Branch 

Toshiyuki Nagai, General Manager

4th Floor, 155 Bishopsgate,
London EC2M 3YX, U.K.
Telephone: 44-20-7588-6589
Fax: 44-20-7588-6585
Telex: 892698 (NORIN G)

Singapore Branch 

Yuji Shimauchi, General Manager

80 Raffles Place, #53-01, 
UOB Plaza 1, Singapore 048624
Telephone: 65-6535-1011
Fax: 65-6535-2883
Telex: RS21461 (NOCHU)

Overseas Representative Offices

Hong Kong Representative Office

Katsuyoshi Yamaguchi, 
Chief Representative

34th Floor, Edinburgh Tower, 
The Landmark, 15 Queen’s Road,
Central, Hong Kong
Telephone: 852-2868-2839
Fax: 852-2918-4430

Beijing Representative Office

Susumu Chiba, Chief Representative

Room 601, Chang Fu Gong Building,
Jia-26, Jianguo Men Wai St., 
Beijing, China 100022
Telephone: 86-10-6513-0858
Fax: 86-10-6513-0859

Major Domestic 
Subsidiaries and Affiliates

The Norinchukin Trust & Banking 

Co., Ltd.

Kenichi Hara, President

1-12, Uchikanda 1-chome, 
Chiyoda-ku, Tokyo 101-0047, Japan
Telephone: 81-3-5281-1311
Fax: 81-3-5281-1260

Norinchukin-Zenkyoren 

Asset Management Co., Ltd. 

Kimikazu Noumi, President

2-1, Kyobashi 1-chome, 
Chuo-ku, Tokyo 104-0031, 
Japan
Telephone: 81-3-5202-8700
Fax: 81-3-5202-0901

Norinchukin Research 

Institute

Iwao Ohtawa, President

8-3, Otemachi 1-chome, 
Chiyoda-ku, 
Tokyo 100-0004, 
Japan
Telephone: 81-3-3243-7311
Fax: 81-3-3270-2870
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New York●

●London
▲

●
Singapore

◆ 
Hong Kong

◆ 
Beijing

●Sapporo

●Aomori

●Akita ●Morioka

●Osaka

●
●Kumamoto

●Miyazaki

●Kagoshima

●Wakayama

●Kochi

●Sendai

●Utsunomiya

■Tokyo
●Mito

●Fukushima

Yamaguchi● 

Fukuoka● 

Oita● 

Kofu● 

Matsue● 

● 
Niigata

● 
Kanazawa

● 
Naha

● 
Okayama

● 
Tottori

● 
Hiroshima

● 
Nagoya

● 
Nagano

● Maebashi

● 
Shizuoka

● 
Matsuyama

● 
Tokushima

● 
Takamatsu

● 
Yamagata

■ Head Office

◆ Representative Office

● Branch 

▲ Norinchukin International plc

Nagasaki

Network 
(As of August 1, 2004)
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Head Office

13-2, Yurakucho 1-chome, Chiyoda-ku, 

Tokyo 100-8420, Japan

Telephone: 81-3-3279-0111

Fax: 81-3-3218-5177

URL: http://www.nochubank.or.jp

Cable address: CCBAF TOKYO

Telex: J23918, J23919, J33573

SWIFT: NOCUJPJT

Paid-in Capital*

¥1,224,999 million

Independent Certified Public Accountants

ChuoAoyama Audit Corporation

Date of Establishment

December 20, 1923

Number of Employees*

2,747

Branches in Japan

34

Overseas Network

Branches: 3

Representative Offices: 2

Subsidiary: 1

Number of Shareholders*

5,108

Principal Shareholders

Agricultural Cooperatives and Federations

Forestry Cooperatives and Federations

Fishery Cooperatives and Federations

Other Related Organizations

*As of March 31, 2004

Corporate Data 
(As of August 1, 2004)
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