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By:     /s/    Ryutaro Kusama
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FINANCIAL REVIEW OF UFJ HOLDINGS, INC.

The following is a description of the business and operations of UFJ Holdings, Inc., or UFJ Holdings, prior to the merger to create Mitsubishi
UFJ Financial Group, Inc., or MUFG, on October 1, 2005. As the surviving entity, MUFG is currently in the process of integrating the business
and operations of UFJ Holdings. Unless otherwise noted, the following discussion refers to the financial results of UFJ Holdings prepared in
accordance with generally accepted accounting principles in the United States, or U.S. GAAP.

Introduction

General

UFJ Holdings was the bank holding company for the UFJ group. Through its subsidiaries and affiliated companies, UFJ Holdings engaged in a
broad range of financial operations including retail banking, corporate banking, investment banking, trust banking and securities
related-businesses. UFJ Holdings was merged into Mitsubishi Tokyo Financial Group, Inc., or MTFG, on October 1, 2005, with MTFG as the
surviving entity. MTFG was subsequently renamed Mitsubishi UFJ Financial Group, Inc., or MUFG. The following discussion is an operating
and financial review of UFJ Holdings for the fiscal years ended March 31, 2003, 2004 and 2005, and for the six months ended September 30,
2004 and 2005.

UFJ Holdings on a consolidated basis had total assets of ¥82.0 trillion as of September 30, 2005 and net income of ¥219.8 billion for the six
months ended September 30, 2005. UFJ Holdings provided its products and services through UFJ Bank, UFJ Trust Bank, UFJ Tsubasa
Securities and UFJ Asset Management Co. Ltd. as well as other group companies. As of September 30, 2005, UFJ Bank had approximately
15.5 million retail banking customers and a network of 412 branches, 78 sub-branches and 1,619 fully automated service outlets. These branches
and service outlets were concentrated principally in Japan�s three largest metropolitan areas of Tokyo, Osaka and Nagoya. UFJ Bank also served
a broad corporate customer base with approximately 68,000 corporate borrowers as of September 30, 2005.

UFJ Holdings was established in April 2001 to serve as the holding company for three major Japanese banking institutions, The Sanwa Bank,
Limited, The Tokai Bank, Limited and The Toyo Trust and Banking Company, Limited. This business combination was accounted for under
U.S. GAAP as a purchase by Sanwa Bank of Tokai Bank and Toyo Trust Bank. UFJ Holdings took steps to integrate and consolidate its
subsidiaries and affiliates in order to increase efficiency as well as to improve and expand its service offerings in response to ongoing
deregulation in the Japanese banking market. These steps included the January 2002 merger of Sanwa Bank and Tokai Bank to form UFJ Bank
Limited, rebranding Toyo Trust Bank as UFJ Trust Bank Limited and the June 2002 merger of the group�s largest securities subsidiary, UFJ
Capital Markets Securities Co., Ltd., with Tsubasa Securities Co., Ltd. to form UFJ Tsubasa Securities Co., Ltd.

UFJ Bank had identified small- and medium-sized companies as the primary market for its commercial loans, and developed and marketed new
loan products for that market. Although large corporate clients remained an important part of its overall business, commercial lending and the
provision of other financial services to small- and medium-sized companies were the primary focus for growth for its corporate banking business
unit. UFJ Trust Bank administered various trusts, such as investment trusts and pension trusts, and offered other trust-related services. UFJ Trust
Bank had identified loan trusts, jointly operated money trusts, pension trusts, securities related services, corporate agency services and the
securitization business as its core trust businesses. UFJ Holdings provided brokerage and trading and other securities businesses principally
through its majority-owned subsidiary UFJ Tsubasa Securities and provided asset management services through UFJ Trust Bank and UFJ Asset
Management.
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Following the establishment of UFJ Holdings, the group strove to improve the profitability of its core operations through increasing revenue and
reducing costs. In particular, UFJ Holdings positioned itself to be a leading provider of financial services to retail customers and small- and
medium-sized businesses in the Japanese market.
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Additional revenue generating activities included:

� increasing consumer and small- and medium-sized corporate lending, which typically carried higher interest rates than large-sized
corporate lending,

� UFJ Bank�s UFJ24 initiative, which improved the accessibility of its services, increased utilization of its ATM network and
generated additional fee income,

� utilizing referrals from housing operators to increase mortgage lending, and

� cross-selling of products between UFJ Holdings� banking, trust banking and securities subsidiaries.

Cost reduction measures taken at the time of the business combination of Sanwa Bank, Tokai Bank and Toyo Trust included:

� rationalizing the combined branch network to reduce overlap of operations and costs, and

� reducing headcount through streamlining UFJ Holdings� organizational structure.

Recent Regulatory Problems and Financial Difficulties

In recent years, deregulation and structural reforms in the financial services industry have increased competition, and adverse market conditions
in many sectors have exacerbated asset quality problems and led to a marked deterioration in the financial condition and capital base of many
Japanese financial institutions, including UFJ Holdings. Extremely low interest rates and low levels of capital investment by corporate customers
have contributed to declines in net interest income and outstanding loan balances.

Adverse conditions in the Japanese economy have also contributed to high levels of nonperforming loans. In this environment, UFJ Holdings
recorded large net losses under Japanese GAAP for the years ended March 31, 2003, 2004 and 2005. These losses and the continuing
restructuring of major borrowers created a risk that UFJ Holdings would be unable to maintain the 8% capital adequacy ratio (calculated in
accordance with Japanese banking regulations and based on Japanese GAAP financial statements) required of Japanese banks with international
operations as of September 30, 2004 prior to the UFJ group�s receipt of a capital injection from MTFG.

UFJ Holdings served as the �main bank� for many of its corporate borrowers. The Japanese banking system has traditionally been characterized as
a �main bank� system, where a main bank is conventionally defined as a bank that holds the largest single share of loans made to a borrower. In
many cases, these main bank relationships are the result of historical links or other long-standing relationships with borrowers.

Due to its main bank relationships and, in some cases, previous unsuccessful attempts at restructuring major borrowers, UFJ Holdings had a
particularly concentrated risk exposure to a small group of very large borrowers experiencing weak economic performance. The significance of
these borrowers was such that they accounted for the majority of impaired loans and changes in the economic condition of these borrowers
disproportionately affected levels of loan loss allowance, charge-offs and impaired loans in UFJ Holdings� consolidated loan portfolio.
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In the course of inspections of the classification of large borrowers by Japanese banks, the Financial Services Agency in 2004 concluded that
members of the UFJ group�s management had obstructed the Financial Services Agency�s inspection into the classification of such borrowers by
systematically withholding relevant information on the borrowers� financial condition and falsely responding to requests for information from
inspectors. In June 2004, the Financial Services Agency issued administrative orders requiring UFJ Bank to:

� strengthen its operations and internal controls to respond appropriately to the Financial Services Agency�s inspections,
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� strengthen internal controls in order to enhance compliance functions and to ensure the proper management of operations,

� submit a business improvement plan to the Financial Services Agency by July 20, 2004, and

� report the progress in the implementation of the plan to the Financial Services Agency on a quarterly basis.

In response to these administrative orders, the UFJ group took various measures, including the following:

� UFJ Bank established in June 2004 a new credit risk management committee to strengthen risk management
systems. Made up of experts from outside the UFJ group, this committee examined the suitability of regulations,
standards and other items involving credit risk. The committee�s recommendations were then considered in decisions
reached by the board of directors and other management bodies regarding credit risk management.

� At UFJ Bank, an audit team dedicated exclusively to large borrowers was formed in July 2004 within the internal audit
department to strengthen the system of checks and balances with regard to credit risk management for large borrowers.
Furthermore, in October 2004, the internal audit departments of UFJ Bank and UFJ Trust Bank were placed under the direct
supervision of the respective audit and compliance committees to bolster their effectiveness, and audit planning offices were
established under the supervision of the respective audit and compliance committees. By managing and supervising internal
audits, these offices were intended to enhance auditing functions.

The top management of UFJ Holdings, UFJ Bank and UFJ Trust Bank resigned in May 2004. Subsequently, in October 2004, the Financial
Services Agency filed criminal indictments against UFJ Bank and former members of its management with the Tokyo District Public
Prosecutors Office. At the same time, the Financial Services Agency ordered the suspension of loan origination for new customers by UFJ
Bank�s Tokyo corporate office and Osaka corporate office for the period from October 18, 2004 to April 17, 2005. In conjunction with these
indictments, the Tokyo District Public Prosecutors Office announced in December 2004 that it would seek to prosecute UFJ Bank, its former
executives and a former employee on suspicion of violations of the Banking Law. On April 25, 2005, UFJ Bank and its former executives were
convicted of breaches of the Banking Law. UFJ Bank was fined ¥90 million, a former executive officer was sentenced to ten months
imprisonment with a stay of execution for three years and two other former executive officers were sentenced to eight months imprisonment
with a stay of execution for three years.

Key Financial Figures

The following are some key figures in accordance with U.S. GAAP relating to UFJ Holdings� business:

Fiscal Year Ended

March 31,

Six Months Ended

September 30,

2003 2004 2005 2004 2005

(in billions)
Net interest income ¥ 917.2 ¥ 849.4 ¥ 962.0 ¥ 477.2 ¥ 466.7
Provision for loan losses ¥ 511.9 ¥ 313.1 ¥ 91.9 ¥ 202.4 ¥ 75.7
Non-interest income ¥ 544.4 ¥ 1,149.9 ¥ 1,171.4 ¥ 524.5 ¥ 488.3
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Non-interest expense ¥ 1,214.1 ¥ 979.9 ¥ 1,182.7 ¥ 550.6 ¥ 617.6
Net income (loss) ¥ (337.8) ¥ 607.7 ¥ 718.8 ¥ 245.7 ¥ 219.8
Total assets ¥ 77,337.4 ¥ 80,639.7 ¥ 83,195.9 ¥ 82,621.7 ¥ 82,036.5
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UFJ Holdings� revenues consisted of net interest income and non-interest income. Net interest income is a function of:

� the amount of interest-earning assets,

� the so-called �spread,� or the difference between the rate of interest earned on interest-earning assets and the rate of interest paid on
interest-bearing liabilities,

� the general level of interest rates, and

� the proportion of interest-earning assets financed by non-interest-bearing liabilities and equity.

Non-interest income consisted of:

� fees and commissions, including

� trust fees,

� fees on fund transfers and service charges for collections,

� fees and commissions on international business, credit card business, securities business, stock transfer agency services,
guarantee business and other, and

� service charges on deposits;

� net foreign exchange gains (losses), which primarily include net gains (losses) on currency derivative instruments entered into for
trading purposes and transaction gains (losses) on the translation into Japanese Yen of monetary assets and liabilities denominated
in foreign currencies;

� net trading account profits, which primarily include net gains (losses) on trading securities and interest rate derivative instruments
entered into for trading purposes;

� net investment securities gains (losses), which primarily include net gains (losses) on sales of marketable securities, particularly
marketable equity securities; and

� other non-interest income.

Provision for loan losses was charged to operations to maintain the allowance for loan losses at a level deemed appropriate by management.
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Business Segments

UFJ Holdings was organized into the following business segments: retail banking, corporate banking, global banking and trading, planning and
administration, UFJ Trust Bank and other. UFJ Holdings reported its segment information based on Japanese GAAP, which is not consistent
with its financial statements prepared on the basis of U.S. GAAP. The following charts illustrate the relative contributions to net revenue for the
fiscal year ended March 31, 2005 and for the six months ended September 30, 2005 of the business segments:

Fiscal Year Ended March 31, 2005

Six Months Ended September 30, 2005

5
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Business Trends and Challenges

Reduction of nonperforming loans.    The following table sets forth a summary of UFJ Holdings� nonaccrual and restructured loans, and accruing
loans that were contractually past due 90 days or more, and allowance for loan losses at March 31, 2003, 2004 and 2005 and at September 30,
2005:

March 31,

2003

March 31,

2004

March 31,
2005

September 30,
2005

(in billions, except percentages)
Nonaccrual loans ¥ 6,954.6 ¥ 4,905.9 ¥ 1,813.6 ¥ 1,804.7
Restructured loans 192.3 159.2 501.5 414.5
Accruing loans contractually past due 90 days or more 22.9 19.8 11.8 6.7
Nonaccrual loans and restructured loans, and accruing loans contractually
past due 90 days or more, as a percentage of total loans 15.4% 11.2% 5.6% 5.2%
Allowance for loan losses 3,195.2 2,438.3 1,041.8 1,029.2
Allowance as a percentage of loans 6.8% 5.4% 2.5% 2.4%
Allowance as a percentage of nonaccrual loans and restructured loans, and
accruing loans contractually past due 90 days or more 44.6% 48.0% 44.8% 46.2%

Broader range of products.    The reduction of barriers since the late 1990s among the banking, securities and insurance businesses enabled UFJ
Holdings to engage in businesses that it had not been permitted to conduct previously. In addition, deregulation of interest rates on yen deposits
and other factors enabled UFJ Holdings to offer customers an increasingly attractive and diversified range of products. UFJ Holdings sought to
increase its fees and commissions by taking advantage of the reduction of barriers and other deregulatory trends.

Greater competition.    UFJ Holdings faced strong competition in all of its principal areas of operation as a result of the relaxation of regulations
relating to Japanese financial institutions. Deregulation eliminated barriers between different types of Japanese financial institutions, enabling
them to compete directly against one another. Deregulation and market factors also facilitated the entry of various large foreign financial
institutions into the Japanese domestic market.

External economic conditions.    The financial services industry and the global financial markets are influenced by many unpredictable factors,
including economic conditions, monetary policy, international political events, liquidity in global markets and regulatory developments. UFJ
Holdings� operations were significantly affected by external factors, such as the level and volatility of interest rates, currency exchange rates,
stock and real estate markets and other economic and market conditions. In addition, UFJ Holdings held a significant number of shares in some
of its customers for strategic purposes, which it was reducing over time. Accordingly, UFJ Holdings� results of operations varied significantly
from period to period because of unpredictable events, including unexpected failures of large corporate borrowers and market volatility.

Strategic Alliance with Nippon Shinpan

In March 2004, UFJ Bank purchased 200 million shares of preferred stock in the aggregate liquidation preference amount of ¥200 billion issued
by Nippon Shinpan Co., Ltd., a large Japanese consumer credit company, whose common shares are listed on the First Section of the Tokyo
Stock Exchange. The investment was part of a strategic alliance between the two institutions in the credit card business intended to strengthen
the competitiveness of UFJ Bank�s retail business. UFJ Holdings planned to position Nippon Shinpan as a core company in UFJ Bank�s retail
strategy, together with UFJ Bank�s subsidiary UFJ Card Co., Ltd.
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The preferred stock was convertible into common stock of Nippon Shinpan at the option of UFJ Holdings at any date from September 1, 2004
until September 1, 2014, and at or after September 2, 2014 it will
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be mandatorily converted into common stock. The conversion price is subject to anti-dilution adjustments and a semiannual adjustment based on
market prices up to a maximum of ¥304.1 per common share and a minimum of ¥212.9 per common share. Dividends receivable on the
preferred stock are non-cumulative and payable out of distributable profits at a rate equal to the Japanese Yen six-month TIBOR plus 1.0%. The
preferred stock is non-voting except in the event that Nippon Shinpan has sufficient distributable profits but does not declare and pay dividends
on the preferred stock as well as in certain situations requiring a class vote under the Commercial Code of Japan. 150 million shares of the 200
million shares of preferred stock were converted into Nippon Shinpan common stock on October 1, 2005.

UFJ Holdings was Nippon Shinpan�s main bank and owned 7.7% and 10.0% of Nippon Shinpan�s common shares as of September 30, 2005 and
March 31, 2005, respectively. Under Japanese GAAP, Nippon Shinpan was not deemed a consolidated subsidiary of UFJ Holdings until UFJ
Bank converted a certain portion of the preferred stock into common shares at the time of the merger. However, under U.S. GAAP, Nippon
Shinpan was a subsidiary as of April 1, 2004 as UFJ Holdings was deemed to be the primary beneficiary of Nippon Shinpan, as that term was
defined in Financial Accounting Standards Board Interpretation No. 46 (Revised), or FIN 46R, �Consolidation of Variable Interest Entities, an
Interpretation of ARB No. 51,� and was included in UFJ Holdings� consolidated financial statements as of and for the fiscal year ended March 31,
2005 as a result of applying the guidance in FIN 46R. For periods prior to April 1, 2004, Nippon Shinpan was an equity-method affiliate of UFJ
Holdings.

UFJ Card and Nippon Shinpan merged in October 2005 at a merger ratio of 4.1 shares of Nippon Shinpan common stock for each share of UFJ
Card common stock to form UFJ NICOS Co., Ltd. Following the merger and the conversion of 150 million shares of preferred stock, MUFG
holds 69.0% of Nippon Shinpan�s common stock.

Nippon Shinpan�s operations consisted primarily of consumer loans, credit cards, guarantees of personal credit and �shopping� loans for
automobile and other consumer products, which it provided under the brand name �NICOS.� Nippon Shinpan�s consumer loan business provided
cardholders with personal loans, including cash withdrawals at designated ATMs, and generated revenue in the form of interest payments, fees
and commissions. The credit card business generated revenues through merchant discount fees, finance charges and membership fees. Nippon
Shinpan�s guarantee business provided guarantees for consumers applying for loans with its affiliated financial institutions, and generated
revenue through commissions and other fees. The shopping loan business provided loans for consumers seeking to purchase merchandise and
services, and generated revenue in the form of finance charges and merchant discount fees.

On a consolidated basis Nippon Shinpan had total assets of ¥1,950.5 billion as of September 30, 2005 and a net loss of ¥3.6 billion for the six
months ended September 30, 2005 under U.S. GAAP.

The Financial Services Agency�s Inspections of Troubled Borrowers of Major Banks

Amid concerns over the impact of problem loans on the Japanese financial system as a whole, the Financial Services Agency announced a policy
in October 2002 that banks should reduce by about half the ratio of problem loans to total loans reported as of March 31, 2005 as calculated
under Japanese banking regulations. In addition, the Financial Services Agency has strengthened its review process of problem loans by
supplementing its regular inspections of the problem loans of Japanese banks with special inspections. The scope of these special inspections
included the financial condition and internal classifications of certain large troubled borrowers of major banks, including UFJ Bank and UFJ
Trust Bank. These inspections were conducted periodically since the fiscal year ended March 31, 2002. These inspections, including the regular
inspections, resulted in the banks re-rating a number of borrowers� classifications during the periods presented. The results of these inspections
were consistent with the credit analyses performed and judgments made by management in determining UFJ Holdings� U.S. GAAP loan loss
allowance against borrowers in the periods presented.
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Restructurings of Certain Large Borrowers

In recent periods, UFJ Holdings had increased efforts to address its exposure to large borrowers experiencing weak economic performance
through charge-offs of loans and the utilization of government-sponsored revitalization initiatives. The Industrial Revitalization Corporation of
Japan, or IRCJ, was established in April 2003 jointly by the public and private sectors to provide revitalization assistance to the industrial and
financial sectors in Japan. The IRCJ assists companies to formulate business revitalization plans and identify sponsors, such as private equity
funds, investment banks or other entities, to invest in the companies and assist them with restructuring. The IRCJ assists these companies by
purchasing their debt and entering into debt-for-equity swaps. The sponsors then purchase the debt and equity from the IRCJ, contribute new
funds and assist the companies with implementing their business revitalization plans.

Some of UFJ Holdings� large borrowers experiencing weak economic performance initiated business revitalization plans with the assistance of
the IRCJ. As a main bank for these borrowers, UFJ Bank jointly submitted the plans to the IRCJ and extended financial support as follows:

� Daiei.    Daiei Inc. and its related group companies are one of Japan�s largest general retailers and supermarket operators. UFJ
Bank and other �co-main� banks jointly submitted an application for support of a business revitalization plan to the IRCJ with Daiei
and received approval in December 2004. Under the plan, the IRCJ invested ¥40 billion in the form of a debt-for-equity swap and
¥10 billion in cash, and two sponsors, Advantage Partners and the Marubeni group, invested ¥62 billion. The IRCJ and the
sponsors acquired more than a one-third interest in Daiei. In addition, ¥400.4 billion in debt was forgiven and ¥192 billion, or
approximately 82.8%, of the preferred stock of Daiei held by its three main banks, was cancelled. Of these amounts, UFJ
Holdings forgave ¥203.1 billion of debt and wrote-off ¥96 billion of preferred stock. An additional ¥40 billion of preferred stock
that was outside the scope of the cancellation was, after compulsory conversion to ordinary shares, subjected to a 10:1 reverse
stock split conducted on Daiei�s ordinary shares.

� Daikyo.    Daikyo Incorporated and its related group companies are one of Japan�s leading apartment building developers and
managers. Under Daikyo�s revitalization plan, accepted by the IRCJ in September 2004 and amended in January 2005, a total of
¥133.5 billion in financial support in the form of debt forgiveness and debt-for-equity swaps was provided by financial institutions
as well as a 50% write-off of preferred stock issued by Daikyo. Of these amounts, UFJ Holdings forgave ¥81.5 billion of debt and
entered into a debt-for-equity swap for ¥30 billion of preferred stock. The debt-for-equity swap resulted in a charge-off of ¥30
billion against the debt and recognition of an investment in Daikyo�s preferred stock at its fair value. In addition, a capital
reduction of approximately 99.2% was implemented. Furthermore, a capital increase through a third party share issue of ¥23
billion to Orix Corporation was conducted in March 2005, which reduced the relative position of existing shareholders.

� Misawa Homes.    Misawa Homes Holdings, Inc. and its related group companies are one of Japan�s leading residential housing
operators. Under the revitalization plan, announced in December 2004 and amended in June 2005, a total of ¥133 billion in
financial support was provided by financial institutions in the form of debt forgiveness for ¥113 billion and debt-for-equity swaps
for ¥20 billion. Of this amount, UFJ Bank forgave ¥84 billion of debt and entered into a debt-for-equity swap for ¥20 billion of
preferred stock. UFJ Bank also wrote-off ¥108 billion of preferred stock of Misawa Homes. The debt-for-equity swap resulted in a
charge-off of ¥20 billion against the debt and recognition of an investment in Misawa Homes� preferred stock at its fair value. In
addition, Misawa conducted a 10:1 reverse stock split on its ordinary shares and a recapitalization through a third party share issue
of ¥25.8 billion to Toyota Motor Corporation and two other sponsors.

8

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

17



In addition to the above restructurings made with the assistance of the IRCJ, some of UFJ Holdings� other large borrowers implemented
restructuring plans as follows:

� Aplus.    Aplus Co., Ltd. is a large consumer credit company. In September 2004, UFJ Bank sold ¥94 billion of Aplus debt and
¥30 billion of Aplus preferred stock to a subsidiary of Shinsei Bank, Ltd., an unaffiliated bank. As a result of these transactions,
UFJ Holdings no longer had significant exposure to Aplus.

� Sojitz.    Sojitz Holdings Corporation announced a new business plan on September 8, 2004. Pursuant to the plan, Sojitz issued
¥350 billion of preferred stock to its banks in debt-for-equity swaps, and ¥10 billion of preferred stock and ¥10 billion of
convertible bonds to a third party investor on October 29, 2004. Of these amounts, UFJ Bank entered into a debt-for-equity swap
for ¥330 billion of preferred stock. This resulted in a charge-off against the debt and recognition of an investment in Sojitz
preferred stock at its fair value.

� Towa Real Estate.    Towa Real Estate Development Co., Ltd. announced a financial support plan on December 29, 2004.
Pursuant to the plan, Towa entered into a strategic partnership with Mitsubishi Estate Co., Ltd. whereby Mitsubishi Estate and
other co-investors contributed ¥24.9 billion to Towa and UFJ Bank transferred a major part of its preferred stock of Towa to
Mitsubishi Estate and forgave ¥78.2 billion in debt. UFJ Holdings recognized a loss of ¥7.8 billion on the transfer of the preferred
stock of Towa to Mitsubishi Estate.

Allowances for loan losses anticipated as a result of the above IRCJ-assisted revitalizations and other restructurings were recorded at each
balance sheet date depending on the extent to which the impairment was deemed to have existed. Charge-offs were made on the date of
management approval.

After the merger, MUFG has continued to maintain banking relationships with the borrowers discussed above except Aplus and therefore is
potentially exposed to further losses.

Measures to Assist Small- and Medium-Sized Borrowers

To accelerate revitalization of small- and medium-sized companies, UFJ Bank established UFJ Strategic Partner, Co., Ltd. (currently, MU
Strategic Partner Co., Ltd.), a joint venture with Merrill Lynch, in December 2002 and subsequently transferred a portion of its problem loan
portfolio in such companies to UFJ Strategic Partner. UFJ Strategic Partner provided advisory services for formulating and implementing
restructuring plans to small- and medium-sized companies and advised them on their problem loans. UFJ Strategic Partner planned to upgrade or
finally dispose of its initial loan and loan participation portfolio within approximately three years. As of March 2003, small- and medium-sized
companies with loans with an aggregate face value of approximately ¥1,400 billion were transferred to UFJ Strategic Partner. As of March 2005,
UFJ Strategic Partner�s loan participations were returned to UFJ Bank and the book value of the remaining transferred assets was approximately
¥10 billion at the end of September 2005.

Economic Environment in Japan

UFJ Holdings operated primarily in Japan. After experiencing weak economic conditions and sluggish growth in previous years, Japan�s
economy improved in the fiscal years ended March 31, 2003, 2004 and 2005 mainly due to an increase in exports and capital spending, as well
as improvements in employment and wages. The real gross domestic product growth rate was 1.1%, 2.3% and 1.7% for the fiscal years ended
March 31, 2003, 2004 and 2005, respectively. The GDP growth rate was 5.4% from April to June 2005 and 1.4% from July to September 2005.
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Improving economic conditions since the fiscal year ended March 31, 2003 have resulted in declining numbers of corporate bankruptcies in
Japan. The number of corporate bankruptcy filings in Japan reached a 17-year high during the fiscal year ended March 31, 2002 but has
decreased since then. The following table
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presents information on the number of new corporate bankruptcy filings in Japan and total liabilities involved in such filings for the periods
indicated:

Fiscal Year Ended March 31,
Six Months Ended
September 30,

2003 2004 2005 2004 2005

(in billions, except number of filings)
Corporate bankruptcy filings 18,928 15,790 13,276 6,847 4,456
Total liabilities ¥ 13,310 ¥ 10,688 ¥ 7,429 ¥ 3,141 ¥ 2,708

Short-term interest rates remained near zero percent as the Bank of Japan continued its policy to provide liquidity in the money markets. The
yield on 10-year government bonds, used as a benchmark for long-term interest rates, started in April 2003 at around 0.7%, reached a record low
of around 0.5% in June 2003, increased in March 2004 to around 1.4% and declined slightly to around 1.3% in March 2005. The yield increased
to around 1.6% as of the end of January 2006.

After improving significantly during the fiscal year ended March 31, 2004, stock prices remained relatively unchanged in the fiscal year ended
March 31, 2005. The following table presents the Nikkei Stock Average and TOPIX at the dates indicated:

March 31,
2003

September 30,
2003

March 31,
2004

September 30,
2004

March 31,
2005

September 30,
2005

Nikkei Stock Average ¥ 7,972.71 ¥ 10,219.05 ¥ 11,715.39 ¥ 10,823.57 ¥ 11,668.95 ¥ 13,574.30
TOPIX 788.00 1,018.80 1,179.23 1,102.11 1,182.18 1,412.28

Stock prices have further improved since September 30, 2005, and as of February 24, 2006, the Nikkei Stock Average was ¥16,101.91 and the
TOPIX was 1,647.74.

In the foreign exchange markets, the value of the yen against the U.S. dollar generally depreciated during the fiscal year ended March 31, 2005
and the six months ended September 30, 2005. The yen bottomed out for the nine months ended on December 31, 2005 at around ¥120 per $1.00
and has appreciated against the U.S. Dollar since such date. As of February 24, 2006, the value of the yen against the U.S. dollar was around
¥117 per $1.00.

International Financial Markets

In the United States, the 10-year U.S. Treasury note, a benchmark for long-term interest rates, started at around 3.9% in April 2003 and finished
at around 3.8% in March 2004. The yield was around 4.5% in March 2005 and around 4.5% as of February 22, 2006. The U.S. Federal Reserve
decreased the Federal Funds rate by 0.25% to 1.00% in June 2003. Subsequent to March 31, 2004, the U.S. Federal Reserve has raised the
Federal Funds rate by 0.25% 14 times, to 4.50%.
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In the EU, the European Central Bank decreased its policy rate (refinancing rate) by 0.50% to 2.00% in June 2003 and raised it by 0.25% to
2.25% in December 2005.

Critical Accounting Estimates

Introduction

UFJ Holdings� attached consolidated financial statements were prepared in accordance with U.S. GAAP. Many of the accounting policies
required management to make judgments regarding the valuation of assets and liabilities. The financial results of UFJ Holdings were affected by
the accounting policies, assumptions and
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estimates that underlay the preparation of its consolidated financial statements. The accounting policies used in the preparation of the
consolidated financial statements are set out in note 1 to the consolidated financial statements. In preparing the consolidated financial statements,
management was required to select suitable accounting policies, apply them consistently and make judgements and estimates that were
reasonable and prudent.

The accounting estimates that are deemed critical to UFJ Holdings� operating results and financial condition are discussed below.

Allowance for Loan Losses

The allowance for loan losses represented management�s estimate of probable losses in UFJ Holdings� loan portfolio. The evaluation process
involved a number of estimates and judgments. UFJ Holdings� allowance for loan losses consisted of specific allowances for specifically
identified impaired borrowers and general allowances for homogeneous pools of commercial and consumer loans, and other loans which were
not specifically identified as impaired.

UFJ Holdings used a credit rating system to classify the credit quality of its borrowers. Borrowers were graded using information believed to
reflect the borrower�s ability to fulfill its obligations. Among the factors considered were the borrower�s equity ratio, retained earnings to total
assets ratio, debt to total assets ratio and borrowing capacity. Also included were earnings before taxes ratio, earnings before interest, taxes,
depreciation and amortization ratio, the ability to repay debts and years to repay debts. These factors were based on an evaluation of current and
historical information as well as subjective assessment and interpretation. Emphasizing one factor over another or considering additional factors
that may have been relevant in determining the credit rating of a particular borrower, but which were not an explicit part of UFJ Holdings�
methodology, could have impacted the credit rating UFJ Holdings assigns to that borrower.

The allowance for specifically identified impaired borrowers, which represented large-balance, non-homogeneous loans that were specifically
determined to be impaired, was determined based on an estimate of the present value of expected future cash flows or the fair value of collateral
when the loan was considered to be collateral dependent or the observable market price of the loan, if one was available. The consideration of
whether a loan was impaired as well as the estimate of a borrower�s ability to produce future cash flows and the amount and timing of such cash
flows was highly subjective, especially for some of the largest borrowers where a wide range of estimates could have resulted depending on the
different assumptions used. In addition, UFJ Holdings� real estate collateral valuations involved a number of detailed assumptions and estimates
about current market conditions in the Japanese real estate sector. Substantially all collateral valuations were performed by UFJ group
companies.

Large groups of smaller balance homogeneous loans and other loans which were not specifically identified as impaired were collectively
evaluated for impairment, and the allowance for such loans was established through a process that began with estimates of probable unidentified
losses inherent in the portfolio. These estimates were based upon various analyses, including UFJ Holdings� historical delinquency and loan loss
experience, adjusted for qualitative factors, such as the current macro-economic conditions prevailing at each period an estimate was made as
well as current lending policies and procedures. Since these estimates captured qualitative factors that were not present in the quantitative
analysis, they could have been highly subjective.

In addition to the allowance for loan losses on UFJ Holdings� loan portfolio, UFJ Holdings maintained an allowance for credit losses on
off-balance sheet credit instruments, including commitments to extend credit, a variety of guarantees and standby letters of credit. Such
allowance was included in Other liabilities. The considerations that UFJ Holdings used in its estimate of provisions for off-balance sheet credit
risk were similar to those used for on-balance sheet risk.
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Determining the adequacy of the allowance for loan losses required the exercise of considerable judgment and the use of estimates, such as those
discussed above. To the extent that actual losses exceed management�s estimates, additional allowance for loan losses may have been required
that could have had a materially adverse impact on UFJ Holdings� operating results and financial condition in future periods.

Valuation and Impairment of Financial Instruments

UFJ Holdings held investment securities and trading assets and liabilities, including debt and marketable equity securities, non-marketable
equity securities and derivatives. Fair value of financial instruments is the current amount that would be exchanged between willing buyers and
sellers, other than in a forced sale or liquidation. Valuations of investment securities and trading assets and liabilities are primarily estimated
based on quoted market prices, prices actively quoted among brokers or internally developed pricing models.

Quoted market prices in active markets, if available, are the most reliable measure of fair value. However, quoted market prices for debt
securities traded over the counter, including Japanese and foreign government bonds, certain derivative instruments, private equity and preferred
equity investments may not be available. When quoted market prices are not available, derivatives and securities values are determined based
upon discounted cash flow analysis, comparison to similar observable market transactions, or the use of financial models. Discounted cash flow
analysis is dependent upon estimated cash flows and the market discount rate used for credit rating and maturity comparable with the issuer.
Valuation using pricing models is dependent upon time value, yield curve, option features, volatility factors, prepayment speeds, default rates,
loss severity, foreign exchange rates, current market prices and transaction prices for underlying financial instruments. Pricing adjustments to
model UFJ Holdings� portfolio valuations considered liquidity, credit exposure, concentration risks, hedging strategies, quality of model inputs
and other factors.

Where valuation of financial instruments was subjective due to the lack of market prices or inputs, management had to apply judgment to make
estimates and certain assumptions. For example, when prices or inputs to financial models were used for similar financial instruments, judgment
was applied to make appropriate adjustments for differences in credit risk, liquidity, transaction costs or various other financial variables.
Changes in model estimates and assumptions, market conditions and unexpected circumstances can significantly affect the fair values of the
securities and trading assets and liabilities.

Trading assets and liabilities that were actively traded were valued based on quoted market prices. Since few derivatives were actively traded,
the majority of derivatives were valued using internally developed models based on external market variables that could be independently
validated by third-party sources. However, certain derivatives were valued based on external market variables that were less readily available
and were subject to management judgment. For certain derivatives not valued by internally developed models, UFJ Holdings periodically
utilized external valuations performed by qualified independent counterparties.

The estimated fair values of financial instruments without quoted market prices were as follows:

March 31,
2003

March 31,
2004

March 31,
2005

September 30,
2005

(in billions)
Financial assets:
Trading securities ¥ 2,358.1 ¥ 2,586.5 ¥ 4,852.4 ¥ 3,270.8
Investment securities 15,462.7 18,760.3 18,790.4 18,754.0
Derivative financial instruments, net 167.3 135.6 34.4 40.3
Financial liabilities:
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Trading securities sold, not yet purchased 1,518.3 1,876.2 3,410.3 2,317.4
Obligations to return securities received as collateral 137.4 339.7 162.7 151.0
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A significant portion of trading securities, investment securities, trading securities sold, not yet purchased and obligations to return securities
received as collateral consisted of Japanese national government and agency bonds, and foreign government and official institutions bonds, for
which prices are actively quoted among brokers and are readily available but are not publicly reported and therefore are not considered quoted
market prices. Additionally, a substantial portion of derivative financial instruments were comprised of over-the-counter interest rate and
currency swaps and options. Estimates of fair value of these derivative transactions were determined using quantitative models with multiple
market inputs.

An impairment loss on investment securities is required to be recognized in earnings for a decline in fair value that is other-than-temporary. UFJ
Holdings conducted reviews to identify and evaluate investment securities that had indications of possible impairment. UFJ Holdings assessed
various quantitative and qualitative factors to determine whether impairment is other-than-temporary. The assessment of other-than-temporary
impairment required significant judgment and therefore could have had a significant impact on the results of operations.

Debt and marketable equity securities.    In determining whether a decline in fair value is other-than-temporary for a particular security,
indicators of an other-than-temporary decline for both debt and marketable equity securities include the extent of decline in fair value below cost
and the length of time that the decline has continued. UFJ Holdings generally deemed a decline in fair value of 20% or more or a decline in fair
value that continued for six months or more as an indicator of other-than-temporary decline. UFJ Holdings also considered the financial
condition and near-term prospects of issuers primarily based on the credit standing of the issuers as determined by UFJ Holdings� credit rating
system, market values of comparable companies, and changes in industry and market prospects.

Non-marketable equity securities.    Non-marketable equity securities are equity securities of companies that are not publicly traded or are thinly
traded. Such securities are held at cost less other-than-temporary impairment. UFJ Holdings considered the credit standing of issuers and the
extent of decline in net assets of issuers as well as other factors, including valuation of public companies of similar size operating in the same or
similar industry, operating performance, industry trends and future expectations, to determine whether the decline is other-than-temporary.
When UFJ Holdings determined that the decline was other-than-temporary, non-marketable equity securities were written down to their fair
value. For certain non-marketable equity securities, UFJ Holdings periodically utilized external valuations performed by qualified independent
valuation consulting firms.

The markets for equity securities and debt securities are inherently volatile, and the values of both types of securities have fluctuated
significantly in recent years. Accordingly, UFJ Holdings� assessment of potential impairment involved risks and uncertainties depending on
market conditions that were global or regional in nature and the condition of specific issuers or industries and management�s subjective
assessment of the estimated future performance of investments.

Deferred Tax Asset Valuation Allowance

A valuation allowance for deferred tax assets is recognized if, based on the weight of available evidence, it is more likely than not that some
portion or all of the deferred tax assets will not be realized. All available evidence, both positive and negative, is considered to determine
whether, based on the weight of that evidence, a valuation allowance is needed. The weight given to the potential effect of negative and positive
evidence should be commensurate with the extent to which it can be objectively verified.

In determining a valuation allowance, UFJ Holdings estimated future taxable income (exclusive of reversing temporary differences and loss
carryforwards) and future reversals of existing taxable temporary differences using forecasted operating results, based on recent historical trends
and approved business plans, a review of the eligible carryforward periods, tax planning opportunities and other relevant considerations. Future
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realization of the tax benefit of these carryforwards or existing deductible temporary differences ultimately depends on the existence of
sufficient taxable income in future periods. The existence of high levels of accumulated deficit, taxable losses and credit costs incurred in the
past years add to the inherent subjectivity in the determination of the valuation allowance. A valuation allowance of ¥2,176.6 billion was
recorded against deferred tax assets as of September 30, 2005.

Impairment of Goodwill

At September 30, 2005, UFJ Holdings had goodwill of ¥2,323.8 billion relating principally to the acquisition of Tokai Bank and Toyo Trust by
Sanwa Bank on April 2, 2001. An impairment review of goodwill was performed at least annually, or more frequently if events or changes in
circumstances indicated that goodwill might be impaired. The impairment review was performed for each reporting unit by projecting future
cash flows of the reporting units to which the goodwill related based upon budgets and plans and discounting these using a rate approximating
the weighted average cost of capital after making adjustment for the risk inherent in the cash flows. A reporting unit was an operating segment
or component of an operating segment that constituted a business for which discrete financial information was available and segment
management regularly reviewed the operating results of that component. If the present value of the projected cash flows, which represented the
estimated fair value of the reporting units, were to be less than the carrying value of the underlying net assets and related goodwill, an
impairment may have occurred. If it was determined that an impairment had occurred, a charge was recorded in income. This calculation
required the exercise of significant judgement by management.

Upon adoption of SFAS 142 on April 1, 2002, UFJ Holdings performed the transitional impairment test on goodwill. The initial adoption
resulted in a cumulative adjustment charge to earnings of ¥62 billion. Also, during its subsequent annual impairment review on March 31, 2003,
UFJ Holdings recorded an additional impairment on its goodwill of ¥194 billion, which was recorded in the fiscal year ended March 31, 2003.

Accrued Severance Indemnities and Pension Liabilities

UFJ Holdings had defined benefit retirement plans, including lump-sum severance indemnities and pension plans, which covered substantially
all of its employees. Severance indemnities and pension costs were calculated based upon a number of actuarial assumptions, including discount
rates, expected long-term rates of return on plan assets and rates of increase in future compensation levels. Actual results that differed from the
assumptions were accumulated and amortized over future periods, and affected UFJ Holdings� recognized net periodic pension costs and accrued
severance indemnities and pension obligations in future periods.

In developing the assumptions for expected long-term rates of return, UFJ Holdings referred to the historical average returns earned by the plan
assets and the rates of return expected to be available for reinvestment of existing plan assets, which reflected recent changes in trends and
economic conditions, including market price.

UFJ Holdings had an unrecognized net actuarial loss for domestic severance indemnities and pension plans of ¥97.2 billion at September 30,
2005.
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Results of Operations

The following table summarizes UFJ Holdings� results of operations for the fiscal years ended March 31, 2003, 2004 and 2005 and for the six
months ended September 30, 2004 and 2005:

Fiscal Year Ended March 31,
Six Months Ended
September 30,

2003 2004 2005 2004 2005

(in billions)
Interest income ¥ 1,187.0 ¥ 1,058.4 ¥ 1,245.1 ¥ 613.5 ¥ 651.6
Interest expense 269.8 209.0 283.1 136.3 184.9

Net interest income 917.2 849.4 962.0 477.2 466.7
Provision for loan losses 511.9 313.1 91.9 202.4 75.7
Non-interest income 544.4 1,149.9 1,171.4 524.5 488.3
Non-interest expense 1,214.1 979.9 1,182.7 550.6 617.6

Income (loss) before income tax expense, cumulative effect of change in
accounting principle and extraordinary gain (264.4) 706.3 858.8 248.7 261.7
Income tax expense 23.7 95.6 143.0 5.9 41.9

Income (loss) before cumulative effect of change in accounting principle, net
of taxes, and extraordinary gain, net of taxes (288.1) 610.7 715.8 242.8 219.8
Cumulative effect of change in accounting principle, net of taxes (62.0) (3.0) 3.0 2.9 �  
Extraordinary gain, net of taxes 12.3 �  �  �  �  

Net income (loss) ¥ (337.8) ¥ 607.7 ¥ 718.8 ¥ 245.7 ¥ 219.8

Six Months Ended September 30, 2005 Compared to Six Months Ended September 30, 2004

UFJ Holdings� net income decreased by ¥25.9 billion, or 10.5%, from ¥245.7 billion for the six months ended September 30, 2004 to ¥219.8
billion for the six months ended September 30, 2005. UFJ Holdings� basic earnings per common share (net income available to common
stockholders) decreased by ¥3,143, or 7.3%, from ¥43,106 for the six months ended September 30, 2004 to ¥39,963 for the six months ended
September 30, 2005. These net decreases were due primarily to the following:

� a decrease in net interest income of ¥10.5 billion from ¥477.2 billion for the six months ended September 30, 2004 to ¥466.7
billion for the six months ended September 30, 2005 due primarily to a decrease in the interest income on loans, including fees
from loans and interest from investment securities, and an increase in interest expense on deposits and on payables under
repurchase agreements and securities lending transactions;

� a decrease of ¥126.7 billion in provision for loan losses from ¥202.4 billion for the six months ended September 30, 2004 to ¥75.7
billion for the six months ended September 30, 2005 due primarily to a decrease of provision for large groups of smaller-balance
homogeneous loans and other loans, partially offset by an increase in provision for specifically identified problem loans;
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� a decrease of ¥36.2 billion in non-interest income from ¥524.5 billion for the six months ended September 30, 2004 to ¥488.3
billion for the six months ended September 30, 2005 primarily reflecting a decrease in investment securities gains and foreign
exchange gains partially offset by an increase in net trading account gains;

� an increase of ¥67.0 billion in non-interest expenses from ¥550.6 billion for the six months ended September 30, 2004 to ¥617.6
billion for the six months ended September 30, 2005 primarily as a result of an increase in provision for acceptances and
off-balance sheet credit instruments as well as
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other non-interest expenses which include expenses for the preparation of planned management integration; and

� an increase of ¥36.0 billion in income tax expense from ¥5.9 billion for the six months ended September 30, 2004 to ¥41.9 billion
for the six months ended September 30, 2005 as discussed under ��Income Tax Expense�.

Fiscal Year Ended March 31, 2005 Compared to Fiscal Year Ended March 31, 2004

UFJ Holdings� net income increased by ¥111.1 billion, or 18.3%, from ¥607.7 billion for the fiscal year ended March 31, 2004 to ¥718.8 billion
for the fiscal year ended March 31, 2005. UFJ Holdings� basic earnings per common share (net income available to common stockholders)
increased by ¥18,106, or 15.8%, from ¥114,642 for the fiscal year ended March 31, 2004 to ¥132,748 for the fiscal year ended March 31, 2005.
These increases were due primarily to the following:

� an increase in net interest income of ¥112.6 billion from ¥849.4 billion for the fiscal year ended March 31, 2004 to ¥962.0 billion
for the fiscal year ended March 31, 2005 due primarily to the consolidation of Nippon Shinpan and increases in other retail
lending;

� a decrease of ¥221.2 billion in provision for loan losses from ¥313.1 billion in the fiscal year ended March 31, 2004 to ¥91.9
billion in the fiscal year ended March 31, 2005 due primarily to a decrease of provision for large borrowers and a decrease in the
loan loss allowance due to collections and additional collateral obtained;

� an increase of ¥21.5 billion in non-interest income from ¥1,149.9 billion for the fiscal year ended March 31, 2004 to ¥1,171.4
billion for the fiscal year ended March 31, 2005 primarily reflecting an increase in fees and commissions, mainly from the
consolidation of Nippon Shinpan, and an increase in other non-interest income partially offset by a decrease in net trading account
gains; and

� an increase of ¥202.8 billion in non-interest expenses from ¥979.9 billion for the fiscal year ended March 31, 2004 to ¥1,182.7
billion for the fiscal year ended March 31, 2005 primarily as a result of the consolidation of Nippon Shinpan.

Fiscal Year Ended March 31, 2004 Compared to Fiscal Year Ended March 31, 2003

UFJ Holdings� net income increased by ¥945.5 billion from a net loss of ¥337.8 billion for the fiscal year ended March 31, 2003 to a net profit of
¥607.7 billion for the fiscal year ended March 31, 2004. UFJ Holdings� basic earning per common share for the fiscal year ended March 31, 2004
was ¥114,642, compared to a basic loss per common share of ¥77,926 for the fiscal year ended March 31, 2003. These increases in net income
were due primarily to the following:

� an increase of ¥605.5 billion in non-interest income from ¥544.4 billion for the fiscal year ended March 31, 2003 to ¥1,149.9
billion for the fiscal year ended March 31, 2004 due to increases in fees and commissions and net gains in trading accounts,
investment securities and foreign exchange, all of which reflect improvements in market conditions between the periods;

� a decrease of ¥198.8 billion in provision for loan losses from ¥511.9 billion in the fiscal year ended March 31, 2003 to ¥313.1
billion in the fiscal year ended March 31, 2004 due primarily to improvements in the financial conditions of existing impaired
borrowers and fewer new impaired borrowers; and
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� a decrease of ¥234.2 billion in non-interest expense from ¥1,214.1 billion for the fiscal year ended March 31, 2003 to ¥979.9
billion for the fiscal year ended March 31, 2004 primarily due to a goodwill impairment charge of ¥194.0 billion in the fiscal year
ended March 31, 2003 relating to the trust business segment. In addition to this charge, an additional impairment charge of ¥62.0
billion relating to the trust business was recorded for the fiscal year ended March 31, 2003 as a cumulative effect of change in
accounting principle adjustment.
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Net Interest Income

The following table summarizes UFJ Holdings� net interest income for the periods indicated:

Fiscal Year Ended March 31,
Six Months Ended
September 30,

2003 2004 2005 2004 2005

(in billions)
Interest income ¥ 1,187.0 ¥ 1,058.4 ¥ 1,245.1 ¥ 613.5 ¥ 651.6
Interest expense 269.8 209.0 283.1 136.3 184.9

Net interest income ¥ 917.2 ¥ 849.4 ¥ 962.0 ¥ 477.2 ¥ 466.7

Interest Income

The following table summarizes UFJ Holdings� interest income for the periods indicated:

Fiscal Year Ended March 31,

Six Months Ended

September 30,

2003 2004 2005 2004 2005

(in billions)
Loans, including fees ¥ 908.6 ¥ 840.8 ¥ 968.8 ¥ 483.9 ¥ 477.5
Deposits in other banks 33.9 21.3 20.7 8.1 21.7
Investment securities:
Interest 149.0 139.4 188.9 91.8 88.0
Dividends 32.6 22.6 24.6 10.8 12.8
Trading account assets 23.4 17.7 18.8 8.7 9.2
Call loans and funds sold 5.0 3.5 3.9 1.9 2.6
Receivables under reverse repurchase agreements and securities borrowing
transactions 34.5 13.1 19.4 8.3 39.8

Total ¥ 1,187.0 ¥ 1,058.4 ¥ 1,245.1 ¥ 613.5 ¥ 651.6

Six Months Ended September 30, 2005 Compared to Six Months Ended September 30, 2004

Interest income increased by ¥38.1 billion from ¥613.5 billion for the six months ended September 30, 2004 to ¥651.6 billion for the six months
ended September 30, 2005. This increase was primarily due to an increase of ¥31.5 billion in interest income on receivables under reverse
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repurchase agreements and securities borrowing transactions from ¥8.3 billion for the six months ended September 30, 2004 to ¥39.8 billion for
the six months ended September 30, 2005. Higher average balances on receivables under reverse repurchase agreements and securities
borrowing transactions during the six months ended September 30, 2005 contributed to the increase in interest income. In addition, interest
earned on deposits in other banks increased by ¥13.6 billion from ¥8.1 billion for the six months ended September 30, 2004 to ¥21.7 billion for
the six months ended September 30, 2005. Interest income on loans decreased due to a lower average balance of loans in the six months ended
September 30, 2005 compared to the same period in 2004.

Fiscal Year Ended March 31, 2005 Compared to Fiscal Year Ended March 31, 2004

Interest income increased by ¥186.7 billion from ¥1,058.4 billion for the fiscal year ended March 31, 2004 to ¥1,245.1 billion for the fiscal year
ended March 31, 2005. This increase was primarily due to an increase of ¥128.0 billion in interest income on loans from ¥840.8 billion for the
fiscal year ended March 31, 2004 to ¥968.8 billion for the fiscal year ended March 31, 2005. In addition, interest earned on investment securities
increased by ¥49.5 billion from ¥139.4 billion for the fiscal year ended March 31, 2004 to ¥188.9 billion for the fiscal year ended March 31,
2005.
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Interest income earned on loans increased by ¥128.0 billion from ¥840.8 billion for the fiscal year ended March 31, 2004 to ¥968.8 billion for
the fiscal year ended March 31, 2005 due to the consolidation of Nippon Shinpan�s credit card and other interest earning businesses. Excluding
the contribution of Nippon Shinpan, interest income earned on loans decreased by ¥48.8 billion, reflecting lower levels of corporate loan
origination due to weak corporate sector demand for the fiscal year ended March 31, 2005 compared to the fiscal year ended March 31, 2004.

The impact of reduced corporate lending for the fiscal year ended March 31, 2005 was partially offset by an increase in other consumer lending
which typically carries a higher interest rate than corporate lending.

Interest income earned on investment securities increased by ¥49.5 billion from ¥139.4 billion for the fiscal year ended March 31, 2004 to
¥188.9 billion for the fiscal year ended March 31, 2005. This increase was due generally to higher average levels of debt securities carried
throughout the fiscal year ended March 31, 2005, as compared to the fiscal year ended March 31, 2004. The decrease in demand for corporate
loans resulted in the channeling of funding balances into higher holdings of debt securities.

Fiscal Year Ended March 31, 2004 Compared to Fiscal Year Ended March 31, 2003

Interest income decreased by ¥128.6 billion from ¥1,187.0 billion for the fiscal year ended March 31, 2003 to ¥1,058.4 billion for the fiscal year
ended March 31, 2004. This was primarily due to a decrease of ¥67.8 billion in interest from loans from ¥908.6 billion for the fiscal year ended
March 31, 2003 to ¥840.8 billion for the fiscal year ended March 31, 2004, a decrease of ¥19.6 billion in interest and dividends on investment
securities from ¥181.6 billion for the fiscal year ended March 31, 2003 to ¥162.0 billion for the fiscal year ended March 31, 2004 and a decrease
of ¥12.6 billion in deposits in other banks from ¥33.9 billion for the fiscal year ended March 31, 2003 to ¥21.3 billion for the fiscal year ended
March 31, 2004.

The decrease in interest income from loans was due to lower levels of corporate loan origination for the fiscal year ended March 31, 2004
compared to the fiscal year ended March 31, 2003 due to weak corporate sector demand. The impact of the reduced corporate lending was
partially offset by an increase in consumer lending which typically carries a higher rate than corporate lending. In addition, the general level of
long-term interest rates was higher for the fiscal year ended March 31, 2004 as compared to the prior year, which also helped to partially offset
the decline in corporate lending volumes.

Interest income from foreign currency denominated debt securities decreased by ¥13.8 billion from ¥69.3 billion for the fiscal year ended
March 31, 2003 to ¥55.5 billion for the fiscal year ended March 31, 2004. This reflects a reduction in UFJ Holdings� portfolio of
U.S. Dollar-denominated debt securities together with a period-on-period decline in U.S. interest rates. Interest income earned on domestic debt
securities increased by ¥4.2 billion from ¥79.7 billion for the fiscal year ended March 31, 2003 to ¥83.9 billion for the fiscal year ended
March 31, 2004.

Dividends received on investment securities decreased by ¥10.0 billion from ¥32.6 billion for the fiscal year ended March 31, 2003 to ¥22.6
billion for the fiscal year ended March 31, 2004 due to a reduction in UFJ Holdings� equity portfolio to reduce cross-holdings of customers� equity
securities.

The decrease of ¥12.6 billion in interest on deposits in other banks was due to a general reduction in interest earning deposits in other banks in
the fiscal year ended March 31, 2004 as compared to the fiscal year ended March 31, 2003. Interest-earning deposits in other banks fluctuate
significantly from day to day depending upon financial market conditions. Interest-earning deposits in other banks decreased 9.2%, from ¥964.2
billion at March 31, 2003 to ¥875.3 billion at March 31, 2004. This decrease primarily reflects the daily operation and liquidity needs of UFJ
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Interest Expense

The following table summarizes UFJ Holdings� interest expense for the periods indicated:

Fiscal Year Ended March 31,
Six Months Ended
September 30,

2003 2004 2005 2004 2005

(in billions)
Deposits ¥ 108.2 ¥ 74.8 ¥ 83.5 ¥ 38.8 ¥ 54.1
Call money and funds purchased 3.2 1.3 1.7 0.7 1.9
Payables under repurchase agreements and securities lending transactions 38.0 18.6 31.0 11.0 47.4
Due to trust account 5.9 6.2 7.3 3.9 2.6
Other short-term borrowings and trading account liabilities 27.6 19.4 16.7 16.5 12.8
Long-term debt 86.9 88.7 142.9 65.4 66.1

Total ¥ 269.8 ¥ 209.0 ¥ 283.1 ¥ 136.3 ¥ 184.9

Six Months Ended September 30, 2005 Compared to Six Months Ended September 30, 2004

Interest expense increased by ¥48.6 billion to ¥184.9 billion for the six months ended September 30, 2005 from ¥136.3 billion for the six months
ended September 30, 2004. This increase was primarily due to an increase of ¥36.4 billion in interest expense on payables under repurchase
agreements and securities lending transactions from ¥11.0 billion for the six months ended September 30, 2004 to ¥47.4 billion for the six
months ended September 30, 2005. In addition, interest expense on deposits increased by ¥15.3 billion from ¥38.8 billion for the six months
ended September 30, 2004 to ¥54.1 billion for the six months ended September 30, 2005. This increase was due primarily to higher U.S. dollar
interest rates on foreign deposits.

Fiscal Year Ended March 31, 2005 Compared to Fiscal Year Ended March 31, 2004

Interest expense increased by ¥74.1 billion to ¥283.1 billion for the fiscal year ended March 31, 2005 from ¥209.0 billion for the fiscal year
ended March 31, 2004. This increase was primarily due to an increase of ¥54.2 billion in interest expense on long-term borrowings from ¥88.7
billion for the fiscal year ended March 31, 2004 to ¥142.9 billion for the fiscal year ended March 31, 2005. The increase in interest payable on
long-term borrowings was due to a net increase in long-term borrowing levels, which reflects the consolidation of Nippon Shinpan funding
balances.

Fiscal Year Ended March 31, 2004 Compared to Fiscal Year Ended March 31, 2003

Interest expense decreased by ¥60.8 billion from ¥269.8 billion for the fiscal year ended March 31, 2003 to ¥209.0 billion for the fiscal year
ended March 31, 2004. This was due to a decrease of ¥33.4 billion in deposit interest from ¥108.2 billion for the fiscal year ended March 31,
2003 to ¥74.8 billion for the fiscal year ended March 31, 2004, a reduction of ¥19.4 billion in interest expense on payables under repurchase
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agreements and securities lending transactions from ¥38.0 billion for the fiscal year ended March 31, 2003 to ¥18.6 billion for the fiscal year
ended March 31, 2004 and a decrease of ¥8.2 billion in other short-term borrowings from ¥27.6 billion for the fiscal year ended March 31, 2003
to ¥19.4 billion for the fiscal year ended March 31, 2004.

The decrease of ¥33.4 billion in deposit interest was primarily due to lower levels of interest credited to deposit accounts. As existing deposits
expired during the fiscal year ended March 31, 2004, they were generally renewed at lower levels of interest compared to rates credited for the
fiscal year ended March 31, 2003, which reflected UFJ Holdings� strategy of aligning rates to market movements.
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The decrease of ¥19.4 billion in interest expense on payables under repurchase agreements and securities lending transactions and the decrease
of ¥8.2 billion in interest expense on other short-term borrowings were due primarily to UFJ Holdings reducing its short-term funding portfolio
in exchange for longer-term funding and higher deposit balances.

Provision for Loan Losses

Provision for loan losses was charged to operations to maintain the allowance for loan losses at a level deemed appropriate by management. For
a description of the approach and methodology used to establish the provision for loan losses, see ��Financial Condition�Allowance for Loan
Losses, Nonperforming and Past Due Loans.�

Six Months Ended September 30, 2005 Compared to Six Months Ended September 30, 2004

Provision for loan losses was ¥75.7 billion for the six months ended September 30, 2005, a decrease of ¥126.7 billion, or 62.6%, compared to
¥202.4 billion for the six months ended September 30, 2004. This decrease reflected primarily a decrease in provision for large groups of
smaller-balance homogenous loans and other loans, partially offset by an increase in provision for specifically identified problem loans.

Fiscal Year Ended March 31, 2005 Compared to Fiscal Year Ended March 31, 2004

Provision for loan losses was ¥91.9 billion for the fiscal year ended March 31, 2005, a decrease of ¥221.2 billion, or 70.7%, compared to ¥313.1
billion for the fiscal year ended March 31, 2004. This decrease reflected primarily a decrease in provisions for large borrowers, as a result of
certain large borrowers implementing restructuring plans as discussed under ��Restructurings of Certain Large Borrowers,� and an increase in the
reversal of provision for loan losses due to additionally obtained collateral or collection.

Fiscal Year Ended March 31, 2004 Compared to Fiscal Year Ended March 31, 2003

Provision for loan losses was ¥313.1 billion for the year ended March 31, 2004, a decrease of ¥198.8 billion, or 38.8%, compared to ¥511.9
billion for the fiscal year ended March 31, 2003. This decrease principally reflected a reduction in the amount of impaired loans, complemented
by improvements in the financial condition of existing impaired borrowers. Improvements in the Japanese economy were also reflected through
a lowering of provisioning rates against large groups of smaller balance homogeneous loans and a consequential reduction of the related
allowance, which was magnified by a reduction in the overall level of lending to these groups.
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Non-Interest Income

The following table summarizes UFJ Holdings� non-interest income for the periods indicated:

Fiscal Year Ended March 31,
Six Months Ended
September 30,

2003 2004 2005 2004 2005

(in billions)
Fees and commissions:
Trust fees ¥ 56.3 ¥ 50.1 ¥ 50.0 ¥ 25.2 ¥ 23.1
Fees on funds transfer and service charges for collections 78.6 80.7 82.3 40.8 40.6
Fees and commissions on international business 35.2 39.1 38.1 20.1 18.0
Fees and commissions on credit card business 16.8 33.6 86.2 41.8 44.6
Service charges on deposits 35.5 37.8 42.5 20.7 22.5
Fees and commissions on securities business 48.5 70.3 60.4 39.4 30.6
Fees and commissions on stock transfer agency services 28.7 30.2 34.7 17.0 17.0
Fees and commissions on guarantee business 8.5 12.7 54.1 26.7 27.2
Other fees and commissions 73.9 91.2 146.9 65.3 81.4

Total 382.0 445.7 595.2 297.0 305.0
Foreign exchange gains (losses)�net (17.5) 95.6 89.3 5.4 (87.9)
Trading account gains (losses)�net (37.5) 228.9 (45.9) (65.4) 122.1
Investment securities gains�net 122.0 316.9 291.4 250.7 88.3
Refund of local taxes by the Tokyo Metropolitan Government �  25.7 �  �  �  
Equity in earnings (loss) of affiliated companies 0.5 (35.3) 20.4 9.2 16.4
Gain on sale-leaseback contract �  �  84.8 �  �  
Gain on pension settlement �  �  50.1 �  �  
Other non-interest income 94.9 72.4 86.1 27.6 44.4

Total non-interest income ¥ 544.4 ¥ 1,149.9 ¥ 1,171.4 ¥ 524.5 ¥ 488.3

Six Months Ended September 30, 2005 Compared to Six Months Ended September 30, 2004

Non-interest income for the six months ended September 30, 2005 was ¥488.3 billion, a decrease of ¥36.2 billion, or 6.9%, from ¥524.5 billion
for the six months ended September 30, 2004. This decrease was due primarily to a decrease in investment securities gains and foreign exchange
gains partially offset by an increase in net trading account gains.

UFJ Holdings had fees and commissions income of ¥305.0 billion for the six months ended September 30, 2005 compared to ¥297.0 billion for
the six months ended September 30, 2004, an increase of ¥8.0 billion. The increase was due primarily to an increase of ¥16.1 billion in other fees
and commissions from ¥65.3 billion for the six months ended September 30, 2004 to ¥81.4 billion for the six months ended September 30, 2005.
This increase reflected increased fees and commissions from insurance brokerage activities.
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Net trading account gains (losses) for the six months ended September 30, 2004 and 2005 consisted of the following:

Six Months Ended
September 30,

2004 2005

(in billions)
Net profits (losses) on derivative instruments, primarily interest-rate futures, swaps and options ¥ (26.8) ¥ 105.5
Net profits (losses) on trading securities (38.6) 16.6

Net trading account profits (losses) ¥ (65.4) ¥ 122.1

UFJ Holdings had net trading account profits of ¥122.1 billion for the six months ended September 30, 2005 as compared to net trading account
losses of ¥65.4 billion for the six months ended September 30, 2004.

Net gains on derivative instruments, primarily interest rate futures, swaps and options, increased by ¥132.3 billion from a net loss of ¥26.8
billion for the six months ended September 30, 2004 to a net profit of ¥105.5 billion for the six months ended September 30, 2005. This increase
was due primarily to an increase in net profits on interest rate swaps.

Net gains on trading securities increased by ¥55.2 billion, from a net loss of ¥38.6 billion for the six months ended September 30, 2004 to ¥16.6
billion for the six months ended September 30, 2005. This increase reflects improved securities trading market conditions in the six months
ended September 30, 2005 as compared to the six months ended September 30, 2004.

Net investment securities gains for the six months ended September 30, 2004 and 2005 are summarized below:

Six Months Ended

September 30,

2004 2005

(in billions)
Net gains on sales of marketable equity securities ¥ 229.7 ¥ 55.6
Impairment losses on marketable equity securities (31.4) (8.4)
Net gains on sales of debt securities and others 52.4 41.1

Net investment securities gains ¥ 250.7 ¥ 88.3

Net investment securities gains for the six months ended September 30, 2005 were ¥88.3 billion, a decrease of ¥162.4 billion, or 64.8%, from
¥250.7 billion for the six months ended September 30, 2004. Net gains on sales of equity securities decreased primarily due to a decreased level
of sales as UFJ Holdings had reduced its exposure to equity securities over the past few periods. Impairment losses on equity securities
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improved by ¥23.0 billion from ¥31.4 billion in the six months ended September 30, 2004 to ¥8.4 billion in the six months ended September 30,
2005 due primarily to a rise in Japanese stock prices. Net gains on sales of debt securities and others decreased by ¥11.3 billion from ¥52.4
billion in the six months ended September 30, 2004 to ¥41.1 billion in the six months ended September 30, 2005 due primarily to declines in the
prices of bonds.

Fiscal Year Ended March 31, 2005 Compared to Fiscal Year Ended March 31, 2004

Non-interest income for the fiscal year ended March 31, 2005 was ¥1,171.4 billion, an increase of ¥21.5 billion, or 1.9%, from ¥1,149.9 billion
for the fiscal year ended March 31, 2004. This increase was due primarily to an increase of ¥149.5 billion in fees and commissions from ¥445.7
billion for the fiscal year ended March 31,
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2004 to ¥595.2 billion for the fiscal year ended March 31, 2005, a gain on sale-leaseback contract of ¥84.8 billion for the fiscal year ended
March 31, 2005 resulting from UFJ Bank�s entering into a sale-leaseback transaction of its Tokyo headquarters and a gain on pension settlement
of ¥50.1 billion for the fiscal year ended March 31, 2005 resulting from UFJ Bank�s transfer of obligations under its employees� pension fund and
related plan assets to the Japanese government in connection with the separation of a substitutional portion, partially offset by net trading
account losses of ¥45.9 billion for the fiscal year ended March 31, 2005 as compared to net trading account gains of ¥228.9 billion for the fiscal
year ended March 31, 2004.

UFJ Holdings had fees and commissions income of ¥595.2 billion for the fiscal year ended March 31, 2005 compared to ¥445.7 billion for the
fiscal year ended March 31, 2004, an increase of ¥149.5 billion. The increase was due primarily to an increase of ¥52.6 billion in fees and
commission on credit cards and an increase of ¥41.4 billion in guarantees business. Both of these increases reflect primarily the consolidation of
Nippon Shinpan. Other fees and commissions increased by ¥55.7 billion from ¥91.2 billion for the fiscal year ended March 31, 2004 to ¥146.9
billion for the fiscal year ended March 31, 2005. This increase reflected increased fees and commissions from insurance brokerage activities and
additional fee earning activities of Nippon Shinpan such as installment fees on consumer shopping loans.

Net trading account gains (losses) for the fiscal years ended March 31, 2004 and 2005 consisted of the following:

Fiscal Year Ended March 31,

2004 2005

(in billions)
Net gains (losses) on derivative instruments, primarily interest-rate futures, swaps and options ¥ 36.9 ¥ (77.1)
Net gains on trading securities 192.0 31.2

Net trading account gains (losses) ¥ 228.9 ¥ (45.9)

UFJ Holdings had net trading account losses of ¥45.9 billion for the fiscal year ended March 31, 2005 as compared to net trading account gains
of ¥228.9 billion for the fiscal year ended March 31, 2004.

Net gains on derivative instruments, primarily interest rate futures, swaps and options, decreased by ¥114.0 billion from a net gain of ¥36.9
billion for the fiscal year ended March 31, 2004 to a net loss of ¥77.1 billion for the fiscal year ended March 31, 2005. This decrease was due
primarily to a decrease in net profits on interest rate swaps and interest rate options. In particular, in order to manage interest rate risks on its
long-term debt, UFJ Holdings had net receive-fix and pay-variable positions in its interest rate swap portfolios. These portfolios decreased in
value in an increasing interest rate environment for U.S. dollar-denominated obligations.

Net gains on trading securities decreased by ¥160.8 billion, from ¥192.0 billion for the fiscal year ended March 31, 2004 to ¥31.2 billion for the
fiscal year ended March 31, 2005. This decrease reflects weaker market conditions in the fiscal year ended March 31, 2005 as compared to the
fiscal year ended March 31, 2004.

Net investment securities gains for the fiscal year ended March 31, 2004 and 2005 are summarized below:
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Fiscal Year Ended March 31,

2004 2005

(in billions)
Net gains on sales of equity securities ¥ 404.0 ¥ 252.3
Impairment losses on equity securities (122.9) (32.5)
Net gains on sales of debt securities and others 35.8 71.6

Net investment securities gains ¥ 316.9 ¥ 291.4
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Net investment securities gains for the fiscal year ended March 31, 2005 were ¥291.4 billion, a decrease of ¥25.5 billion, or 8.1%, from ¥316.9
billion for the fiscal year ended March 31, 2004. Net gains on sales of equity securities decreased primarily due to a decreased level of sales to
realize cumulative unrealized equity gains reflecting UFJ Holdings� ongoing strategy to reduce its exposure to equity securities. In addition, net
gains on sales of equity securities for the fiscal year ended March 31, 2004 include a gain of ¥40.2 billion from contributions to UFJ Bank�s and
UFJ Trust�s pension trusts which were not repeated in the fiscal year ended March 31, 2005. Impairment losses on equity securities improved by
¥90.4 billion from ¥122.9 billion in the fiscal year ended March 31, 2004 to ¥32.5 billion in the fiscal year ended March 31, 2005 due primarily
to a decrease in impairment losses on preferred stock. The decrease in impairment losses on preferred stock in turn reflected the incurrence of
impairment losses in the fiscal year ended March 31, 2004 due to earlier restructurings of certain large borrowers other than those undertaken in
the fiscal year ended March 31, 2005. Net gains on sales of debt securities and others increased by ¥35.8 billion from ¥35.8 billion in the fiscal
year ended March 31, 2004 to ¥71.6 billion in the fiscal year ended March 31, 2005 due primarily to sales of long term Japanese government
bonds in improved bond market conditions.

Fiscal Year Ended March 31, 2004 Compared to Fiscal Year Ended March 31, 2003

Non-interest income for the fiscal year ended March 31, 2004 was ¥1,149.9 billion, an increase of ¥605.5 billion, or 111.2%, from ¥544.4 billion
for fiscal year ended March 31, 2003. This increase was due primarily to net trading account gains of ¥228.9 billion for the fiscal year ended
March 31, 2004 as compared to net trading account losses of ¥37.5 billion for the fiscal year ended March 31, 2003 as well as an increase of
¥194.9 billion in net investment securities gains from ¥122.0 billion for the fiscal year ended March 31, 2003 to ¥316.9 billion for the fiscal year
ended March 31, 2004 and an increase of ¥113.1 billion in net foreign exchange gains from a loss of ¥17.5 billion for the fiscal year ended
March 31, 2003 to a gain of ¥95.6 billion for the fiscal year ended March 31, 2004.

UFJ Holdings had fees and commissions income of ¥445.7 billion for the fiscal year ended March 31, 2004, compared to ¥382.0 billion for the
fiscal year ended March 31, 2003. The increase was due primarily to an increase of ¥21.8 billion in fees and commissions on securities business
from ¥48.5 billion for the fiscal year ended March 31, 2003 to ¥70.3 billion for the fiscal year ended March 31, 2004, an increase of ¥16.8
billion in fees and commissions on credit card businesses from ¥16.8 billion for the fiscal year ended March 31, 2003 to ¥33.6 billion for the
fiscal year ended March 31, 2004, and an increase of ¥17.3 billion in other fees and commissions from ¥73.9 billion for the fiscal year ended
March 31, 2003 to ¥91.2 billion for the fiscal year ended March 31, 2004.

The increase in fees and commissions in the securities business reflects increased securities trading volumes due to improved market conditions
as well as increased underwriting activity. The increase in fees and commissions on credit card business reflected the consolidation of UFJ Card
since the beginning of October 2002. The increase in other fees and commissions reflected increased fees and commissions from investment
fund management and insurance brokerage activities.

UFJ Holdings had net foreign exchange gains of ¥95.6 billion for the fiscal year ended March 31, 2004, compared to net foreign exchange losses
of ¥17.5 billion for the prior fiscal year. This improvement primarily reflected an increase in transaction gains on translation of monetary
liabilities denominated in foreign currencies due to the appreciation of the Yen. All transaction gains or losses on translation of monetary
liabilities denominated in foreign currencies are included in current earnings. However, the transaction gains or losses on translation of securities
available for sale, such as bonds denominated in foreign currencies, are not included in current earnings but are reflected in other changes in
equity from nonowner sources.
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Net trading account gains (losses) for the fiscal years ended March 31, 2003 and 2004 consisted of the following:

Fiscal Year Ended
March 31,

2003 2004

(in billions)
Net profits on derivative instruments, primarily interest-rate futures, swaps and options ¥ 213.9 ¥ 36.9
Net profits (losses) on trading securities (251.4) 192.0

Net trading account profits (losses) ¥ (37.5) ¥ 228.9

UFJ Holdings recorded net trading account losses of ¥37.5 billion for the fiscal year ended March 31, 2003 and net trading account gains of
¥228.9 billion for the fiscal year ended March 31, 2004.

Net gains on derivative instruments, primarily interest-rate futures, swaps and options, decreased by ¥177.0 billion from ¥213.9 billion for the
fiscal year ended March 31, 2003 to ¥36.9 billion for the fiscal year ended March 31, 2004. This decrease was due primarily to a decrease in net
profits on interest rate swaps and interest rate options. In particular, in order to manage interest rate risks on its long-term debt, UFJ Holdings
had net receive-fix and pay-variable positions in its interest rate swap portfolios. These portfolios decreased in value in an increasing interest rate
environment.

Net losses on trading securities were ¥251.4 billion for the fiscal year ended March 31, 2003 as compared to net gains on trading securities of
¥192.0 billion for the fiscal year ended March 31, 2004. This increase of ¥443.4 billion was due primarily to improving market conditions in the
fiscal year ended March 31, 2004 as compared to the fiscal year ended March 31, 2003.

Net investment securities gains for the fiscal years ended March 31, 2003 and 2004 are summarized below:

Fiscal Year Ended

March 31,

2003 2004

(in billions)
Net gains on sales of marketable equity securities ¥ 181.7 ¥ 404.0
Impairment losses on marketable equity securities (265.3) (122.9)
Net gains on sales of debt securities and others 205.6 35.8

Net investment securities gains ¥ 122.0 ¥ 316.9

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

46



Net investment securities gains for the fiscal year ended March 31, 2004 was ¥316.9 billion, an increase of ¥194.9 billion, or 159.8%, from
¥122.0 billion for the fiscal year ended March 31, 2003.

Net gains on sales of equity securities increased by ¥222.3 billion from ¥181.7 billion for the fiscal year ended March 31, 2003 to ¥404.0 billion
for the fiscal year ended March 31, 2004. This increase was due primarily to realizing investment gains from the significant improvement in the
Japanese stock market over the period. Impairment losses on equity securities improved by ¥142.4 billion from ¥265.3 billion in the fiscal year
ended March 31, 2003 to ¥122.9 billion in the fiscal year ended March 31, 2004 due primarily to a higher level of common stock impairment in
the fiscal year ended March 31, 2003 reflecting the significant decline in the Japanese stock market during that fiscal year. Net gains on sales of
debt securities and others decreased by ¥169.8 billion from ¥205.6 billion for the fiscal year ended March 31, 2003 to ¥35.8 billion for the fiscal
year ended March 31, 2004. This decrease was primarily due to worsening bond market conditions resulting from increases in interest rates.
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In October 2003, a number of banks, including UFJ Bank and UFJ Trust Bank, entered into a settlement at court with the Tokyo Metropolitan
Government and the Tokyo Governor and withdrew their complaints regarding the Tokyo Metropolitan Government�s local tax on large banks.
The settlement included a revision of the applicable tax rate to 0.9%, from 3.0%, effective retroactive to the date of enactment of the local tax for
the fiscal year ended March 31, 2001, and a refund representing the difference between the amount already paid by the banks and the amount
computed based on the newly enacted rate plus accrued interest. As a result of this settlement, UFJ Holdings received an aggregate tax refund
plus accrued interest of ¥25.7 billion in the fiscal year ended March 31, 2004.

For the fiscal year ended March 31, 2004, UFJ Holdings recorded losses of ¥35.3 billion on equity in earnings of affiliated companies as
compared to gains of ¥0.5 billion for the fiscal year ended March 31, 2003 due primarily to net losses recorded to Nippon Shinpan in the period.

Non-Interest Expenses

The following table summarizes UFJ Holdings� non-interest expenses for the periods indicated:

Fiscal Year Ended March 31,
Six Months Ended
September 30,

2003 2004 2005 2004 2005

(in billions)
Salaries and employee benefits ¥ 354.4 ¥ 344.6 ¥ 317.5 ¥ 161.0 ¥ 168.8
Occupancy expenses�net 121.2 121.2 116.3 68.0 65.9
Fees and commission expense 53.5 50.9 80.2 45.5 47.4
Amortization of intangible assets 85.0 82.7 111.5 55.1 58.4
Impairment of goodwill 194.0 �  �  �  �  
Insurance premiums, including deposit insurance 50.9 52.0 51.6 25.8 27.1
Minority interest in income (loss) of consolidated subsidiaries 17.4 19.7 21.4 3.7 (10.7)
Communications 22.7 22.5 31.2 16.7 16.2
Provision (reversal) for acceptances and off-balance sheet credit instruments (12.0) 0.8 8.0 (9.7) 22.9
Losses on sales and disposal of premises and equipment 28.1 19.2 8.3 3.5 9.7
Advisory services �  �  48.6 �  �  
Other non-interest expenses 298.9 266.3 388.1 181.0 211.9

Total non-interest expense ¥ 1,214.1 ¥ 979.9 ¥ 1,182.7 ¥ 550.6 ¥ 617.6

Six Months Ended September 30, 2005 Compared to Six Months Ended September 30, 2004

Non-interest expenses for the six months ended September 30, 2005 were ¥617.6 billion, an increase of ¥67.0 billion, or 12.2%, from ¥550.6
billion for the six months ended September 30, 2004. This increase was due primarily to the increase in provision for acceptances and
off-balance sheet credit instruments as well as other non-interest expenses which include expenses for the preparation of planned management
integration.

Fiscal Year Ended March 31, 2005 Compared to Fiscal Year Ended March 31, 2004
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Non-interest expenses for the fiscal year ended March 31, 2005 were ¥1,182.7 billion, an increase of ¥202.8 billion, or 20.7%, from ¥979.9
billion for the fiscal year ended March 31, 2004. This increase was due primarily to the consolidation of Nippon Shinpan and advisory service
expenses related to UFJ Strategic Partner. This increase was slightly offset by a reduction in salaries and employee benefits.
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On consolidation of Nippon Shinpan, UFJ Holdings recognized customer relationship, brand and trade name, and technology-related intangible
assets of ¥162.3 billion. Amortization of these intangible assets in the fiscal year ended March 31, 2005 was ¥18.8 billion.

A general decrease in salaries and employee benefits of UFJ Holdings due to a reduction in headcount and of employee bonuses was partially
offset by increased salaries and employee benefit costs of Nippon Shinpan of ¥52.4 billion.

Other non-interest expenses, which consists of administrative-related expenses, depreciation, disposal gains and losses and other expenses,
increased by ¥121.8 billion from ¥266.3 billion for the fiscal year ended March 31, 2004 to ¥388.1 billion for the fiscal year ended March 31,
2005. This increase reflects primarily other non-interest expenses associated with the consolidation of Nippon Shinpan.

Fiscal Year Ended March 31, 2004 Compared to Fiscal Year Ended March 31, 2003

Non-interest expenses decreased by ¥234.2 billion to ¥979.9 billion for the fiscal year ended March 31, 2004 from ¥1,214.1 billion for the fiscal
year ended March 31, 2003. This decrease was primarily related to an impairment charge of ¥194.0 billion charged against UFJ Holdings� trust
business in the fiscal year ended March 31, 2003.

Income Tax Expense

The following table summarizes UFJ Holdings� income tax expense for the periods indicated:

Fiscal Year Ended March 31,
Six Months Ended
September 30,

2003 2004 2005 2004 2005

(in billions, except percentages)
Income (loss) before income tax expense,
cumulative effect of change in accounting
principle and extraordinary gain ¥ (264.4) ¥ 706.3 ¥ 858.8 ¥ 248.7 ¥ 261.7
Income tax expense 23.7 95.6 143.0 5.9 41.9
Effective tax rate (9.0)% 13.5% 16.7% 2.4% 16.0%
Normal effective statutory tax rate 42.0% 42.0% 40.7% 40.7% 40.7%

Six Months Ended September 30, 2005 Compared to Six Months Ended September 30, 2004

UFJ Holdings had income tax expense of ¥41.9 billion for the six months ended September 30, 2005 compared to ¥5.9 billion for the six months
ended September 30, 2004. When UFJ Holdings was established on April 2, 2001, the business combination was accounted for as a purchase by
Sanwa Bank of Tokai Bank and Toyo Trust. A valuation allowance was recognized for deferred tax assets in excess of the deferred tax liability
for Tokai Bank and Toyo Trust�s deductible temporary differences and operating loss at the acquisition date. For the period ended September 30,
2005, some tax benefits related to the deductible temporary differences and operating loss carry-forwards of Tokai Bank and Toyo Trust that
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existed at the acquisition were subsequently recognized and the respective reversal of the valuation allowance was accounted for by crediting
goodwill instead of reducing reported income tax expense.

Similarly, as of April 1, 2004, Nippon Shinpan was newly consolidated and a valuation allowance was recognized for deferred tax assets.
Subsequently, some tax benefits for deductible temporary differences were recognized for the fiscal year ended March 31, 2005, and the
respective reversal of the valuation allowance was accounted for by crediting goodwill rather than decreasing income tax expense at March 31,
2005. No such benefits were recognized during the period ended September 30, 2005.
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The normal effective statutory tax of UFJ Holdings was 42.0% and 40.7% for the fiscal years ended March 31, 2004 and 2005, respectively.
Under local tax laws enacted in March 2003 for the fiscal years beginning after March 31, 2004, new uniform local taxes became effective.
These new rules introduce value-added taxes and replace part of the existing local taxes based on income. The new local taxes are computed
based on three components: (a) amount of profit, (b) amount of value-added (total payroll, net interest paid or received, net rent paid and income
before use of net operating losses) and (c) amount of total paid-in capital. The taxes are computed by adding together the totals of each of the
three components which are calculated separately. The enactment of the new uniform local tax laws mentioned above, will supersede the current
local taxes, including the local taxes levied by the Tokyo Metropolitan Government. New local tax laws enacted in March 2003 for fiscal years
beginning after March 31, 2004 resulted in a decrease of 1.3% in the normal effective statutory tax rate of UFJ Holdings.

For the six months ended September 30, 2005, the effective income tax rate was 16.0%, which was 24.7% lower than the statutory tax rate of
40.7%. The lower tax rate was due primarily to the continuing adjustments to the valuation allowance. For the six months ended September 30,
2004, the effective income tax rate was 2.4%, which was 38.3% lower than the statutory tax rate of 40.7%. The lower tax rate primarily reflects
the continuing adjustments to the valuation allowance.

Fiscal Year Ended March 31, 2005 Compared to Fiscal Year Ended March 31, 2004

UFJ Holdings had income tax expense of ¥143.0 billion for the fiscal year ended March 31, 2005 compared to ¥95.6 billion for the year ended
March 31, 2004. This increase was due primarily to the recognition of some tax benefits acquired from Tokai Bank, Toyo Trust and Nippon
Shinpan for which a valuation allowance had been established at the acquisition date. The respective reduction in a valuation allowance was
accounted for by crediting goodwill rather than income tax expenses.

Fiscal Year Ended March 31, 2004 Compared to Fiscal Year Ended March 31, 2003

UFJ Holdings had income tax expense of ¥95.6 billion for the year ended March 31, 2004 compared to income tax expense of ¥23.7 billion for
the year ended March 31, 2003. This increase was due primarily to the recognition of some tax benefits acquired from Tokai Bank for which a
valuation allowance had been established at the acquisition date. This reduction in valuation allowance of ¥64.3 billion was accounted for by
crediting goodwill rather than income tax expense.

The following table summarizes reconciling items between the effective statutory tax rates and the actual effective tax rates for the periods
indicated:

Fiscal Year Ended
March 31,

2003 2004 2005

Normal effective statutory tax rate of UFJ Holdings 42.0% 42.0% 40.7%
Increase (decrease) in taxes resulting from:
Nondeductible expenses (0.5) 6.1 0.3
Undistributed (earnings) losses of foreign subsidiaries (2.0) 0.8 2.1
Higher (lower) tax rates applicable to income of subsidiaries 3.5 (4.6) (0.1)
Nontaxable income �  (0.9) (0.1)
Change in valuation allowance (56.1) (36.4) (33.9)
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Enacted net change in tax rates�net 29.5 (3.3) (0.2)
Realization of previously unrealized tax benefits of subsidiaries 4.8 9.1 8.9
Goodwill impairment (27.9) �  �  
Per capita tax (0.3) 0.2 0.2
Other�net (2.0) 0.5 (1.2)

Effective income tax rate (9.0)% 13.5% 16.7%
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The effective income tax rate was 16.7% for the fiscal year ended March 31, 2005, 24.0% lower than the normal effective statutory tax rate of
40.7%. This lower tax rate primarily reflected the continuing adjustments to the valuation allowance accounted against deferred tax at the rate of
91.9% at March 31, 2005.

The effective income tax rate was 13.5% for the fiscal year ended March 31, 2004, 28.5% lower than the normal effective statutory tax rate of
42.0%. This lower tax rate primarily reflected the continuing adjustments to the valuation allowance accounted against deferred tax at the rate of
90.6% at March 31, 2004.

The effective income tax rate was (9.0%) for the fiscal year ended March 31, 2003 in the context when pretax loss was posted for the period
while the normal effective statutory tax rate was 42.0%. This difference in tax rate primarily reflected the enacted change in the tax rate,
recognition of nondeductible impairment loss of goodwill and the continuing adjustments to the valuation allowance against deferred tax at the
rate of 92.4% at March 31, 2003.

Cumulative Effect of Change in Accounting Principle, Net of Taxes

Upon adoption of FIN 46R, UFJ Holdings concluded that certain borrowers are variable interest entities for which UFJ Holdings is the primary
beneficiary. UFJ Holdings consolidated these borrowers for the first time beginning April 1, 2004 and recognized a gain of ¥3.0 billion in the
fiscal year ended March 31, 2005 due to cumulative effect of change in accounting principle, net of taxes. These entities included certain real
estate businesses.

In the fiscal year ended March 31, 2004, UFJ Holdings recognized a loss of ¥3.0 billion due to cumulative effect of change in accounting
principle, net of taxes, in respect of an asset retirement obligation on adoption of FAS 143, �Accounting for Asset Retirement Obligations.� This
relates to UFJ Holdings� obligations in respect of leasehold improvements made to operating lease facilities whereby UFJ Holdings is required to
return the facility to its original condition at the end of the lease term.

In the fiscal year ended March 31, 2003, UFJ Holdings recorded a loss of ¥62.0 billion due to cumulative effect of change in accounting
principle, net of taxes, in relation to a transitional goodwill impairment charge of the trust business segment, on adoption of FAS 142, �Goodwill
and Other Intangible Assets.�

Extraordinary Gain, Net of Taxes

In connection with the June 2002 transaction between UFJ Capital Markets Securities and Tsubasa Securities that created UFJ Tsubasa
Securities, ¥23.0 billion of excess of net assets acquired over consideration given was recorded. After reducing the recorded amount of acquired
non-current non-financial assets, the remaining ¥12.3 billion of excess was credited to income as an extraordinary gain in the fiscal year ended
March 31, 2003.

Business Segment Analysis
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UFJ Holdings measured the performance of each of its business segments primarily in terms of �operating profit� in accordance with the
regulatory reporting requirements of the Financial Services Agency. Operating profit and other segment information are based on Japanese
GAAP and are not consistent with UFJ Holdings� financial statements prepared on the basis of U.S. GAAP. For example, operating profit under
Japanese GAAP does not reflect items such as a part of provision for loan losses and equity investment securities gains (losses). In addition, this
segment information does not include the results of operations of Nippon Shinpan, which was not deemed to be a consolidated subsidiary of UFJ
Holdings under Japanese GAAP for the periods presented. If Nippon Shinpan were consolidated under Japanese GAAP, it would be reported
within the retail banking business unit.
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UFJ Holdings was organized into the following business segments:

� The Retail Banking business unit provided banking products and services of UFJ Bank to individual customers in Japan.

� The Corporate Banking business unit provided banking products and services of UFJ Bank to large corporations and small- and
medium-sized companies.

� The Global Banking and Trading business unit provided banking services of UFJ Bank to large Japanese corporations on their
overseas operations as well as non-Japanese corporations who do business on a global basis and conduct trading operations with
markets and customers.

� The Planning and Administration unit included UFJ Bank�s treasury services (asset and liability management and bond-related
businesses) as well as the corporate advisory group and other indirect businesses of UFJ Bank.

� The UFJ Trust Bank business unit provided all operations of UFJ Trust Bank including retail and corporate banking, trust
services, stock transfer agency services, real estate services, asset securitization services, asset management services and custody
operations.

� The Other segment included asset management services and the securities business which provided a broad range of retail and
corporate securities services including retail brokerage, support for equity financing, securitization and mergers and acquisitions
advisory services.

Six Months Ended September 30, 2005 Compared to Six Months Ended September 30, 2004

The following table shows the business segment information for the six months ended September 30, 2004 and 2005:

UFJ Bank

Retail
Banking

Corporate
Banking

Global
Banking
and

Trading
Planning and
Administration

UFJ
Trust Other Total

(in billions)
Six months ended September 30, 2004
Net revenue ¥ 199.5 ¥ 272.1 ¥ 90.7 ¥ 98.7 ¥ 76.3 ¥ 36.1 ¥ 773.4
Operating expenses (151.6) (106.4) (30.7) (0.8) (37.6) (28.1) (355.2)

Operating profit ¥ 47.9 ¥ 165.7 ¥ 60.0 ¥ 97.9 ¥ 38.7 ¥ 8.0 ¥ 418.2

Six months ended September 30, 2005
Net revenue ¥ 212.3 ¥ 264.4 ¥ 92.7 ¥ 72.0 ¥ 74.7 ¥ 41.7 ¥ 757.8
Operating expenses (146.8) (105.2) (30.6) (13.4) (37.1) (31.5) (364.6)

Operating profit ¥ 65.5 ¥ 159.2 ¥ 62.1 ¥ 58.6 ¥ 37.6 ¥ 10.2 ¥ 393.2
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Retail Banking.    Net revenue of UFJ Bank�s retail banking business group increased by ¥12.8 billion, or 6.4%, from ¥199.5 billion for the six
months ended September 30, 2004 to ¥212.3 billion for the six months ended September 30, 2005. This increase was due mainly to an increase
in non-interest income from fees on investment products and ATM-related commissions. Net interest income decreased due to a decrease in the
interest-rate margin on housing loans. Operating expenses decreased by ¥4.8 billion, or 3.2%, from ¥151.6 billion to ¥146.8 billion. As a result
of the foregoing, operating profit increased by ¥17.6 billion, or 36.8%, from ¥47.9 billion for the six months ended September 30, 2004 to ¥65.5
billion for the six months ended September 30, 2005.
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Corporate Banking.    Net revenue of UFJ Bank�s corporate banking business group decreased by ¥7.7 billion, or 2.8%, from ¥272.1 billion for
the six months ended September 30, 2004 to ¥264.4 billion for the six months ended September 30, 2005. This decrease was due mainly to a
decrease in interest income on loans. Operating expenses decreased by ¥1.2 billion, or 1.1%, from ¥106.4 billion to ¥105.2 billion. As a result of
the foregoing, operating profit decreased by ¥6.5 billion, or 3.9%, from ¥165.7 billion for the six months ended September 30, 2004 to ¥159.2
billion for the six months ended September 30, 2005.

Global Banking and Trading.    Net revenue of UFJ Bank�s global banking and trading business group increased by ¥2.0 billion, or 2.3%, from
¥90.7 billion for the six months ended September 30, 2004 to ¥92.7 billion for the six months ended September 30, 2005. This increase was due
mainly to an increase in net revenues of subsidiaries. Operating expenses decreased by ¥0.1 billion, or 0.3%, from ¥30.7 billion to ¥30.6 billion.
As a result of the foregoing, operating profit increased by ¥2.1 billion, or 3.6% from ¥60.0 billion for the six months ended September 30, 2004
to ¥62.1 billion for the six months ended September 30, 2005.

Planning and Administration.    Net revenue of UFJ Bank�s planning and administration business group decreased by ¥26.7 billion, or 27.0%,
from ¥98.7 billion for the six months ended September 30, 2004 to ¥72.0 billion for the six months ended September 30, 2005. This decrease
was due mainly to a decrease in net revenue of the corporate advisory group. Operating expenses increased by ¥12.6 billion from ¥0.8 billion to
¥13.4 billion. As a result of the foregoing, operating profit decreased by ¥39.3 billion, or 40.1% from ¥97.9 billion for the six months ended
September 30, 2004 to ¥58.6 billion for the six months ended September 30, 2005.

UFJ Trust Bank.    Net revenue of UFJ Trust Bank decreased by ¥1.6 billion, or 2.1%, from ¥76.3 billion for the six months ended
September 30, 2004 to ¥74.7 billion for the six months ended September 30, 2005. Operating expenses decreased by ¥0.5 billion, or 1.4%, from
¥37.6 billion to ¥37.1 billion. As a result of the foregoing, operating profit decreased by ¥1.1 billion, or 2.8%, from ¥38.7 billion for the six
months ended September 30, 2004 to ¥37.6 billion for the six months ended September 30, 2005.

Other.    Net revenue of �Other� increased by ¥5.6 billion, or 15.6%, from ¥36.1 billion for the six months ended September 30, 2004 to ¥41.7
billion for the six months ended September 30, 2005. This increase was due mainly to stronger performances from subsidiary companies.
Operating expenses increased by ¥3.4 billion, or 12.2%, from ¥28.1 billion to ¥31.5 billion. As a result of the foregoing, operating profit
increased by ¥2.2 billion, or 27.3%, from ¥8.0 billion for the six months ended September 30, 2004 to ¥10.2 billion for the six months ended
September 30, 2005.

Fiscal Year Ended March 31, 2005 Compared to Fiscal Year Ended March 31, 2004

The following table shows the business segment information for the fiscal years ended March 31, 2004 and 2005:

UFJ Bank

Retail
Banking

Corporate
Banking

Global
Banking
and

Trading

Planning
and

Admin-
istration

UFJ
Trust
Bank Other Total

(in billions)
Fiscal year ended March 31, 2004:
Net revenue ¥ 397.9 ¥ 526.7 ¥ 211.9 ¥ 192.0 ¥ 168.9 ¥ 70.2 ¥ 1,567.6
Operating expenses (303.0) (210.7) (67.2) (17.0) (81.0) (53.3) (732.2)
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Operating profit ¥ 94.9 ¥ 316.0 ¥ 144.7 ¥ 175.0 ¥ 87.9 ¥ 16.9 ¥ 835.4

Fiscal year ended March 31, 2005:
Net revenue ¥ 412.7 ¥ 552.5 ¥ 186.8 ¥ 137.5 ¥ 162.3 ¥ 72.6 ¥ 1,524.5
Operating expenses (302.2) (210.9) (61.1) (2.3) (74.9) (56.7) (708.2)

Operating profit ¥ 110.5 ¥ 341.6 ¥ 125.7 ¥ 135.2 ¥ 87.4 ¥ 15.9 ¥ 816.3
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Retail Banking.    Net revenue of UFJ Bank�s retail banking business group increased by ¥14.8 billion, or 3.7%, from ¥397.9 billion for the fiscal
year ended March 31, 2004 to ¥412.7 billion for the fiscal year ended March 31, 2005. This increase was due mainly to an increase in
non-interest income from fees on investment products and ATM-related commissions. Interest income from housing loans contributed more than
45% of interest income in the retail banking business segment. Interest margins for housing loans decreased slightly due to market pricing
competition, although this decline was more than offset by increased volumes, thus contributing to an overall increase in net revenue. Fees on
investment products increased due to growth in product lines such as investment trust funds and insurance products and a significant increase in
marketing and selling activities led to higher market penetration and hence increased customer demand. ATM-related commissions also
increased as a result of enhanced customer convenience through alliances with consumer finance companies for cashing services and improved
ATM functions. Operating expenses decreased by ¥0.8 billion, or 0.3%, from ¥303.0 billion to ¥302.2 billion. As a result of the foregoing,
operating profit increased by ¥15.6 billion, or 16.3% from ¥94.9 billion for the fiscal year ended March 31, 2004 to ¥110.5 billion for the fiscal
year ended March 31, 2005.

Corporate Banking.    Net revenue of UFJ Bank�s corporate banking business group increased by ¥25.8 billion, or 4.9%, from ¥526.7 billion for
the fiscal year ended March 31, 2004 to ¥552.5 billion for the fiscal year ended March 31, 2005. This increase was due mainly to an increase in
fees and commissions generated by investment banking services, securities and trading, and derivatives. Due to weak corporate loan demand,
interest income of UFJ Bank�s corporate banking decreased. To compensate for the decrease in interest income, UFJ Bank leveraged its
experience with larger corporate customers to increase sales of investment banking and derivative products to small- and medium-sized
customers who had historically not purchased large volumes of these products. As a result, corporate banking achieved an overall increase in net
revenue. Operating expenses increased by ¥0.2 billion, or 0.1%, from ¥210.7 billion to ¥210.9 billion. As a result of the foregoing, operating
profit increased by ¥25.6 billion, or 8.1% from ¥316.0 billion for the fiscal year ended March 31, 2004 to ¥341.6 billion for the fiscal year ended
March 31, 2005.

Global Banking and Trading.    Net revenue of UFJ Bank�s global banking and trading business group decreased by ¥25.1 billion, or 11.8%, from
¥211.9 billion for the fiscal year ended March 31, 2004 to ¥186.8 billion for the fiscal year ended March 31, 2005. This decrease was due mainly
to adverse global trading conditions impacting proprietary trading. Net revenue decreased within commercial banking due to a decrease in
interest margins partially offset by an increase in global demand for structured products. The overall impact as a result of the above changes was
a decline in net revenues. Operating expenses decreased by ¥6.1 billion, or 9.1%, from ¥67.2 billion to ¥61.1 billion. As a result of the
foregoing, operating profit decreased by ¥19.0 billion, or 13.1% from ¥144.7 billion for the fiscal year ended March 31, 2004 to ¥125.7 billion
for the fiscal year ended March 31, 2005.

Planning and Administration.    Net revenue of UFJ Bank�s planning and administration business group decreased by ¥54.5 billion, or 28.4%,
from ¥192.0 billion for the fiscal year ended March 31, 2004 to ¥137.5 billion for the fiscal year ended March 31, 2005. This decrease was due
mainly to smaller gains from sales of equity securities. Operating expenses decreased by ¥14.7 billion, or 86.2%, from ¥17.0 billion to ¥2.3
billion. As a result of the foregoing, operating profit decreased by ¥39.8 billion, or 22.8% from ¥175.0 billion for the fiscal year ended
March 31, 2004 to ¥135.2 billion for the fiscal year ended March 31, 2005.

UFJ Trust Bank.    Net revenue of UFJ Trust Bank decreased by ¥6.6 billion, or 3.9%, from ¥168.9 billion for the fiscal year ended March 31,
2004 to ¥162.3 billion for the fiscal year ended March 31, 2005. This decrease was due mainly to weaker corporate demand resulting in a
reduction in loan origination. Offsetting this decrease was an increase in trust fees such as corporate agency fees. The overall impact was a
decrease in net revenues of the trust business segment. Operating expenses decreased by ¥6.1 billion, or 7.5%, from ¥81.0 billion to ¥74.9
billion. As a result of the foregoing, operating profit decreased by ¥0.5 billion, or 0.5% from ¥87.9 billion for the fiscal year ended March 31,
2004 to ¥87.4 billion for the fiscal year ended March 31, 2005.
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Other.    Net revenue of �Other� increased by ¥2.4 billion, or 3.4%, from ¥70.2 billion for the fiscal year ended March 31, 2004 to ¥72.6 billion for
the fiscal year ended March 31, 2005. This increase was due mainly to stronger performances from subsidiary companies such as Senshu Bank,
which benefited from an increase in housing loan volumes. Operating expenses increased by ¥3.4 billion, or 6.4%, from ¥53.3 billion to ¥56.7
billion. As a result of the foregoing, operating profit decreased by ¥1.0 billion, or 5.8%, from ¥16.9 billion for the fiscal year ended March 31,
2004 to ¥15.9 billion for the fiscal year ended March 31, 2005.

Fiscal Year Ended March 31, 2004 Compared to Fiscal Year Ended March 31, 2003

The following table shows the business segment information for the fiscal years ended March 31, 2003 and 2004:

UFJ Bank

Retail
Banking

Corporate
Banking

Global
Banking
and

Trading

Planning
and

Admin-
istration

UFJ
Trust
Bank Other Total

(in billions)
Fiscal year ended March 31, 2003:
Net revenue ¥ 351.3 ¥ 501.3 ¥ 234.5 ¥ 231.5 ¥ 186.7 ¥ 51.2 ¥ 1,556.5
Operating expenses (289.1) (233.0) (91.3) 0.1 (84.6) (53.3) (751.2)

Operating profit (loss) ¥ 62.2 ¥ 268.3 ¥ 143.2 ¥ 231.6 ¥ 102.1 ¥ (2.1) ¥ 805.3

Fiscal year ended March 31, 2004:
Net revenue ¥ 397.9 ¥ 526.7 ¥ 211.9 ¥ 192.0 ¥ 168.9 ¥ 70.2 ¥ 1,567.6
Operating expenses (303.0) (210.7) (67.2) (17.0) (81.0) (53.3) (732.2)

Operating profit ¥ 94.9 ¥ 316.0 ¥ 144.7 ¥ 175.0 ¥ 87.9 ¥ 16.9 ¥ 835.4

Retail Banking.    Net revenue of UFJ bank�s retail banking business group increased by ¥46.6 billion, or 13.3%, from ¥351.3 billion for the fiscal
year ended March 31, 2003 to ¥397.9 billion for the fiscal year ended March 31, 2004. This increase was due mainly to increases in interest
income from housing loans and fees and commissions generated by sales of investment products. Interest income from housing loans contributes
more than 50% of interest income in the retail banking business segment. Increases in interest income from housing loan originations was
achieved by an increased focus on developing relationships with housing contractors which lead to increased customer referrals and higher
volumes of housing loan originations. Commissions received on investment products increased as additional sales staff were hired to actively
market investment products. Operating expenses increased by ¥13.9 billion, or 4.8%, from ¥289.1 billion to ¥303.0 billion. As a result of the
foregoing, operating profit increased by ¥32.7 billion, or 52.6% from ¥62.2 billion for the fiscal year ended March 31, 2003 to ¥94.9 billion for
the fiscal year ended March 31, 2004.

Corporate Banking.    Net revenue of UFJ Bank�s corporate banking business group increased by ¥25.4 billion, or 5.1%, from ¥501.3 billion for
the fiscal year ended March 31, 2003 to ¥526.7 billion for the fiscal year ended March 31, 2004. This increase was due mainly to an increase in
fees and commissions generated by investment banking, securities and derivatives activities. Fee and commission income increased in relation to
investment banking activities as a result of increased sales of privately-placed bonds, particularly to small and medium sized borrowers. In
addition, increased loan syndications and securitization programs helped contribute to increased fees and commission income. Operating
expenses decreased by ¥22.3 billion, or 9.6%, from ¥233.0 billion to ¥210.7 billion. As a result of the foregoing, operating profit increased by
¥47.7 billion, or 17.8% from ¥268.3 billion for the fiscal year ended March 31, 2003 to ¥316.0 billion for the fiscal year ended March 31, 2004.
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Global Banking and Trading.    Net revenue of UFJ Bank�s global banking and trading business group decreased by ¥22.6 billion, or 9.6%, from
¥234.5 billion for the fiscal year ended March 31, 2003 to ¥211.9 billion for the fiscal year ended March 31, 2004. This decrease was due mainly
to adverse global trading conditions impacting proprietary trading. Net revenue increased within commercial banking as global demand for
structured products increased. The overall impact as a result of the above changes was a decline in net revenues. Operating expenses decreased
by ¥24.1 billion, or 26.4%, from ¥91.3 billion to ¥67.2 billion. As a result of the foregoing, operating profit increased by ¥1.5 billion, or 1.0%
from ¥143.2 billion for the fiscal year ended March 31, 2003 to ¥144.7 billion for the fiscal year ended March 31, 2004.

Planning and Administration.    Net revenue of UFJ Bank�s planning and administration business group decreased by ¥39.5 billion, or 17.1%,
from ¥231.5 billion for the fiscal year ended March 31, 2003 to ¥192.0 billion for the fiscal year ended March 31, 2004. This decrease was due
mainly to smaller gains from sales of bonds reflecting worsening bond market conditions. Operating expenses increased to ¥17.0 billion for the
fiscal year ended March 31, 2004. As a result of the foregoing, operating profit decreased by ¥56.6 billion, or 24.4% from ¥231.6 billion for the
fiscal year ended March 31, 2003 to ¥175.0 billion for the fiscal year ended March 31, 2004.

UFJ Trust Bank.    Net revenue of UFJ Trust Bank decreased by ¥17.8 billion, or 9.5%, from ¥186.7 billion for the fiscal year ended March 31,
2003 to ¥168.9 billion for the fiscal year ended March 31, 2004. This decrease was due mainly to a decrease in profits earned on bond
investments and the corporate banking business, reflecting weaker corporate loan demand. Revenue from trust fees remained relatively constant
between periods. Operating expenses decreased by ¥3.6 billion, or 4.3%, from ¥84.6 billion to ¥81.0 billion. As a result of the foregoing,
operating profit decreased by ¥14.2 billion, or 13.9% from ¥102.1 billion for the fiscal year ended March 31, 2003 to ¥87.9 billion for the fiscal
year ended March 31, 2004.

Other.    Net revenue of �Other� increased by ¥19.0 billion, or 37.1%, from ¥51.2 billion for the fiscal year ended March 31, 2003 to ¥70.2 billion
for the fiscal year ended March 31, 2004. This increase was due mainly to stronger performances from other subsidiary companies such as UFJ
Tsubasa Securities which benefited from an increase in market brokerage volumes as the Japanese stock market improved over the period.
Operating expenses were unchanged at ¥53.3 billion. As a result of the foregoing, there was a change from an operating loss of ¥2.1 billion for
the fiscal year ended March 31, 2003 to operating profit of ¥16.9 billion for the fiscal year ended March 31, 2004.

Liquidity and Capital Resources

Financial Condition

Total Assets

UFJ Holdings� total assets were ¥82.0 trillion at September 30, 2005, a 1.4% decrease compared to ¥83.2 trillion at March 31, 2005. This
decrease was due primarily to a decrease of ¥1.6 trillion in trading account assets.

UFJ Holdings� total assets were ¥83.2 trillion at March 31, 2005, a 3.2% increase compared to ¥80.6 trillion at March 31, 2004. This increase
was due primarily to an increase of ¥2.1 trillion in trading account assets, ¥1.3 trillion in cash and due from banks and ¥1.2 trillion in receivables
under reverse repurchase agreements, partially offset by decreases of ¥3.5 trillion in loans outstanding, net of unearned income and deferred loan
fees. The amount of loans outstanding as of March 31, 2005 included ¥1.5 trillion of loans from Nippon Shinpan that were newly consolidated.
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Total assets at March 31, 2004 were ¥80.6 trillion, an increase of 4.3% from ¥77.3 trillion at March 31, 2003. This increase was due primarily to
an increase of ¥3.2 trillion in investment securities, partially offset by a decrease of ¥1.3 trillion in loans outstanding, net of unearned income
and deferred loan fees.

34

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

64



Loan Portfolio

The following table shows UFJ Holdings� loans outstanding, before deduction of allowance for loan losses, at March 31, 2003, 2004 and 2005
and at September 30, 2005, based on classification by industry segment as defined by the Bank of Japan for regulatory reporting purposes, which
is not necessarily based on the use of proceeds:

March 31,
2003

March 31,
2004

March 31,
2005

September 30,
2005

(in billions)
Domestic:
Manufacturing ¥ 5,848.1 ¥ 5,370.5 ¥ 5,013.1 ¥ 4,829.0
Construction 1,587.5 1,282.6 1,176.2 1,041.6
Real Estate 5,299.7 4,580.9 3,582.3 3,247.5
Services 3,722.4 3,178.5 3,352.9 3,118.8
Wholesale and retail 5,710.5 5,500.4 4,808.3 4,597.1
Banks and other financial institutions 4,610.6 4,181.5 2,961.5 2,872.6
Other industries 4,465.0 5,830.9 3,905.7 5,000.6
Consumer:
Mortgage loans 6,623.1 7,667.5 8,733.4 9,154.5
Other consumer loans 5,804.2 5,231.2 5,799.3 5,912.1

Total domestic 43,671.1 42,824.0 39,332.7 39,773.8

Foreign:
Governments and official institutions 150.4 119.3 92.0 88.6
Banks and other financial institutions 79.3 131.8 251.4 301.9
Commercial and industrial 2,743.0 2,322.9 2,087.3 2,048.6
Other 44.5 33.7 170.1 211.5

Total foreign 3,017.2 2,607.7 2,600.8 2,650.6
Less unearned income and deferred loan fees�net 3.6 11.6 21.6 20.6

Total ¥ 46,684.7 ¥ 45,420.1 ¥ 41,911.9 ¥ 42,403.8

At September 30, 2005, UFJ Holdings� total loans were ¥42.4 trillion, an increase of 1.2% as compared to March 31, 2005. This increase was due
primarily to an increase in mortgage loans resulting from the improving economy in Japan.

At March 31, 2005, UFJ Holdings� total loans were ¥41.9 trillion, a decrease of 7.7% as compared to March 31, 2004. This decrease was
attributable primarily to lower originations due to weak demand from domestic corporate sectors as well as efforts to reduce nonperforming
loans through sales of loans, debt-for-equity swaps and charge-offs. This was partially offset by an increase in consumer loans primarily
resulting from the inclusion of loans made by Nippon Shinpan.

At March 31, 2004, UFJ Holdings� total loans were ¥45.4 trillion, a decrease of 2.8% from ¥46.7 trillion at March 31, 2003. This decrease was
attributable primarily to lower originations due to weak demand from domestic corporate sectors as well as efforts to reduce nonperforming
loans through sales of loans, debt-for-equity swaps and charge-offs.
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Allowance for Loan Losses, Nonperforming and Past Due Loans

The following table summarizes the allowance for loan losses by component at the dates indicated:

March 31,
2003

March 31,
2004

March 31,
2005

September 30,
2005

(in billions)
Allowance:
Specific�specifically identified problem loans ¥ 2,644.2 ¥ 1,966.7 ¥ 518.1 ¥ 708.8
Large groups of smaller-balance homogeneous loans and other loans 551.0 471.6 523.7 320.4

Total allowance ¥ 3,195.2 ¥ 2,438.3 ¥ 1,041.8 ¥ 1,029.2

The following table summarizes the changes in the allowance for loan losses for the periods indicated:

Fiscal Year Ended

March 31,

Six Months Ended

September 30,

2003 2004 2005 2004 2005

(in billions)
Balance at beginning of period ¥ 3,479.3 ¥ 3,195.2 ¥ 2,438.3 ¥ 2,438.3 ¥ 1,041.8
Provision for loan losses 511.9 313.1 91.9 202.4 75.7
Charge-offs (897.1) (1,148.8) (1,688.6) (676.0) (139.0)
Recoveries 97.8 80.4 77.4 35.6 52.2
Others 3.3 (1.6) 122.8 80.5 (1.5)

Balance at end of period ¥ 3,195.2 ¥ 2,438.3 ¥ 1,041.8 ¥ 2,080.8 ¥ 1,029.2

Charge-offs

Six Months Ended September 30, 2005 Compared to Six Months Ended September 30, 2004

Charge-offs were ¥139.0 billion for the six months ended September 30, 2005, a decrease of ¥537.0 billion, or 79.4%, compared to ¥676.0
billion for the six months ended September 30, 2004. This decrease was due to the decrease of charge-offs for certain large borrowers
implementing restructuring plans.

Fiscal Year Ended March 31, 2005 Compared to Fiscal year Ended March 31, 2004
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Charge-offs were ¥1,688.6 billion for the fiscal year ended March 31, 2005, an increase of ¥539.8 billion, or 47.0%, compared to ¥1,148.8
billion for the fiscal year ended March 31, 2004. This increase reflected a significant effort by UFJ Holdings� to sell or restructure certain
remaining large levels of corporate exposure in its portfolio.

Fiscal Year Ended March 31, 2004 Compared to Fiscal year Ended March 31, 2003

Charge-offs were ¥1,148.8 billion for the year ended March 31, 2004, an increase of ¥251.7 billion, or 28.1%, compared to ¥897.1 billion for the
fiscal year ended March 31, 2003. This increase reflected an increase in the amount of loans specifically identified as impaired being charged off
during the fiscal year ended March 31, 2004 as a result of UFJ Holdings� efforts to work out large corporate problem loans in its portfolio. This
increase was partially offset by a decrease in charge-offs on large borrowers, the restructuring of which were not completed until after March 31,
2004.
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Charge-offs were higher compared to provisions for loan losses during these periods because UFJ Holdings had largely identified its impaired
loans in years before the fiscal year ended March 31, 2003. Allowances required after March 31, 2003 for newly impaired loans were
significantly lower than the charge-offs on UFJ Holdings� existing portfolio of impaired loans.

Others

Others increased to ¥122.8 billion for the fiscal year ended March 31, 2005 primarily due to the inclusion of an allowance for loan losses relating
to Nippon Shinpan, which was consolidated from April 1, 2004.

Change in Total Allowance for Loan Losses

At September 30, 2005, total allowance for loan losses was ¥1,029.2 billion, a decrease of ¥12.6 billion compared to ¥1,041.8 billion for the
fiscal year ended March 31, 2005, or 2.4% of UFJ Holdings� total loan portfolio and 46.2% of total nonaccrual and restructured loans and loans
contractually past due 90 days or more. The decrease reflected an overall improvement of loan quality. The allowance for large groups of
smaller-balance homogeneous loans and other loans decreased by ¥203.3 billion, or 38.8%, from ¥523.7 billion at March 31, 2005 to ¥320.4
billion at September 30, 2005. However, as provision for loan losses surpassed net charge-offs for specifically identified problem loans, the
allowance for specifically identified problem loans increased by ¥190.7 billion, or 36.8%, from ¥518.1 billion at March 31, 2005 to ¥708.8
billion at September 30, 2005.

At March 31, 2005, total allowance for loan losses was ¥1,041.8 billion, or 2.5% of UFJ Holdings� total loan portfolio and 44.8% of total
nonaccrual and restructured loans and loans contractually past due 90 days or more. At March 31, 2004, the total allowance for loan losses was
¥2,438.3 billion, or 5.4% of the total loan portfolio and 48.0% of total nonaccrual and restructured loans and loans contractually past due 90 days
or more. At March 31, 2003, the total allowance for loan losses was ¥3,195.2 billion, or 6.8% of the total loan portfolio and 44.6% of total
nonaccrual and restructured loans and loans contractually past due 90 days or more. The decreases in allowance for loan losses reflect both
improvement in the Japanese economy and efforts to reduce problem loans by means of charge-offs, collection and various government-led
support measures for the revival of borrowers. Allowances on large borrowers represented the majority of the total allowance for loan losses for
specifically identified problem loans in the fiscal years ended March 31, 2003 and 2004. However, due to a significant amount of restructuring
of loans to certain large borrowers in the fiscal year ended March 31, 2005, the proportion of the allowance for large borrowers to the total
allowance for loan losses for specifically identified problem loans at March 31, 2005 was significantly reduced.

Allowance Policy

UFJ Holdings� credit rating system was closely linked to the risk grading standards set by the Financial Services Agency for asset evaluation and
assessment, and was used as a basis for establishing the allowance for loan losses and charge-offs. The categorization was based on conditions
that might affect the ability of borrowers to service their debt, such as current financial condition and results of operations, historical payment
experience, credit documentation, other public information and current trends.

Allowance for Specifically Identified Problem Loans
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The loan loss allowance for specifically identified problem loans represents the allowance against impaired loans required by SFAS No. 114,
�Accounting by Creditors for Impairment of a Loan.� Impaired loans primarily include nonaccrual loans and restructured loans. UFJ Holdings
discontinued accrual of interest income on loans when substantial doubt existed as to the full and timely collection of either principal or interest
or generally, when principal or interest was contractually past due one month or more. Loans were classified as restructured loans if UFJ
Holdings granted a concession to the borrowers for economic or legal reasons related to the borrowers� financial difficulties. Even though these
loans could be in an accruing loans status, they were classified as restructured loans. Detailed reviews of loans were performed annually or
semiannually depending
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on the level of credit risk. In addition, as part of an ongoing credit review process, UFJ Holdings� credit officers monitored changes in all
customers� creditworthiness including bankruptcy, past due principal or interest, downgrading of external credit rating, declining stock price,
business restructuring and other events and reassessed borrowers� ratings in response to such events. This credit monitoring process formed an
integral part of UFJ Holdings� overall control process. An impaired loan was evaluated individually based on the present value of expected future
cash flows discounted at the loan�s effective interest rate, the loan�s observable market price or the fair value of the collateral if the loan was
collateral-dependent at a balance sheet date.

The loan loss allowance for specifically identified problem loans was ¥2,644.2 billion, ¥1,966.7 billion, ¥518.1 billion and ¥708.8 billion at
March 31, 2003, 2004, 2005, and September 30, 2005, respectively.

The allowance for specifically identified problem loans increased by ¥190.7 billion, or 36.8%, from ¥518.1 billion at March 31, 2005 to ¥708.8
billion at September 30, 2005. The allowance for certain large borrowers was significantly reduced as a result of IRCJ-assisted revitalization and
other restructurings in the fiscal year ended March 31, 2005. The increase from March 31, 2005 to September 30, 2005 was due primarily to an
increase in the allowance for small- and medium-sized borrowers, reflecting downgrades of their credit ratings.

The decrease between March 31, 2003 and March 31, 2005 reflected an improvement in the lending environment in Japan and a decrease in loan
loss allowance for large borrowers, as a result of certain large borrowers implementing restructuring plans as discussed under ��Restructurings of
Certain Large Borrowers.�

The following table summarizes nonaccrual and restructured loans, and accruing loans that were contractually past due 90 days or more as to
principal or interest payments, at the dates indicated:

March 31,
2003

March 31,
2004

March 31,
2005

September 30,
2005

(in billions, except percentages)
Nonaccrual loans:
Domestic:
Manufacturing ¥ 570.6 ¥ 305.1 ¥ 137.8 ¥ 164.1
Construction 489.0 296.0 141.6 55.6
Real estate 2,277.8 1,390.6 315.7 347.3
Services 598.4 393.8 191.9 211.0
Wholesale and retail 1,280.1 1,103.3 478.2 411.6
Banks and other financial institutions 420.7 307.4 9.8 21.9
Other industries 703.4 611.2 86.3 86.0
Consumer 211.0 206.0 353.5 390.2

Total domestic 6,551.0 4,613.4 1,714.8 1,687.7
Foreign 403.6 292.5 98.8 117.0

Total nonaccrual loans 6,954.6 4,905.9 1,813.6 1,804.7

Restructured loans:
Domestic 186.5 156.1 495.5 411.2
Foreign 5.8 3.1 6.0 3.3

Total restructured loans 192.3 159.2 501.5 414.5
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Accruing loans contractually past due 90 days or more:
Domestic 22.9 19.8 11.8 6.7

Total accruing loans contractually past due 90 days or more 22.9 19.8 11.8 6.7

Total ¥ 7,169.8 ¥ 5,084.9 ¥ 2,326.9 ¥ 2,225.9

Total loans ¥ 46,684.7 ¥ 45,420.1 ¥ 41,911.9 ¥ 42,403.8

Nonaccrual and restructured loans, and accruing loans contractually
past due 90 or more as a percentage of total loans 15.4% 11.2% 5.6% 5.2%
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Total nonaccrual loans were ¥1,804.7 billion at September 30, 2005, a decrease of ¥8.9 billion, or 0.5%, from ¥1,813.6 billion at March 31,
2005. Total nonaccrual loans were ¥1,813.6 billion at March 31, 2005, a decrease of ¥3,092.3 billion, or 63.0%, from ¥4,905.9 billion at
March 31, 2004. Total nonaccrual loans were ¥4,905.9 billion at March 31, 2004, a decrease of ¥2,048.7 billion, or 29.5%, from ¥6,954.6 billion
at March 31, 2003.

Total restructured loans were ¥414.5 billion at September 30, 2005, a decrease of ¥87.0 billion, or 17.4%, from ¥501.5 billion at March 31,
2005. This decrease reflected the repayment of certain restructured large borrowers during the period to September 30, 2005. Total restructured
loans were ¥501.5 billion at March 31, 2005, an increase of ¥342.3 billion, or 215.0%, from ¥159.2 billion at March 31, 2004. This increase
reflected reclassifications of certain restructured large borrowers from nonaccrual loans to restructured loans during the fiscal year ended
March 31, 2005. Total restructured loans were ¥159.2 billion at March 31, 2004, a decrease of ¥33.1 billion, or 17.2%, from ¥192.3 billion at
March 31, 2003.

Changes in nonaccrual loans and restructured loans are highly correlated to movements in a small group of large borrowers experiencing weak
economic performance. The reduction in exposure to these large borrowers was achieved through a variety of measures, including debt
forgiveness, debt-equity swaps and loan sales. Outside this group of large borrowers, similar reductions in nonaccrual loans were achieved
primarily through loan sales, recoveries or charge-offs. The face value of loans that were swapped or approved to be swapped for equity during
the fiscal years ended March 31, 2003, 2004 and 2005 and the six months ended September 30, 2005 were ¥101.4 billion, ¥106.7 billion, ¥372.6
billion and ¥11.0 billion, respectively. The higher amount of debt-equity swaps in the fiscal year ended March 31, 2005 compared to each of the
prior two fiscal years is the result of the restructuring of certain large borrowers. See ��Restructurings of Certain Large Borrowers.�

Allowance for Large Groups of Smaller-Balance Homogeneous Loans and Other Loans

The allowance for large groups of smaller-balance homogeneous loans and other loans was focused on loss experience for each pool rather than
on an analysis of individual loans. Large groups of smaller-balance homogeneous loans and other loans primarily consisted of commercial loans,
mortgage housing loans and other consumer loans. The allowance for groups of performing loans was based on historical loss experience over a
period. In determining the level of the allowance for different groups of loans, UFJ Holdings classified groups of homogeneous loans based on
the risk rating, loan size and industry. The loss experience was usually determined by reviewing the levels of historical charge-offs but also
required an evaluation of the conditions that might not be directly, or sufficiently, addressed in the quantitative processes that formed the basis
for determining the allowance. These conditions included the following, as UFJ Holdings� management understood them at the balance sheet
date:

� general economic and business conditions affecting key lending areas;

� credit quality trends, including trends in nonperforming loans expected to result from existing conditions;

� loan volumes and concentrations;

� seasoning of the loan portfolio;

� specific industry conditions within portfolio segments;

� unusual trends in recent loss experience in particular segments of the portfolio;
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� duration of, and position in, the current business cycle;

� bank regulatory examination results; and

� findings of internal credit examiners.
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The loan loss allowance for large groups of smaller-balance homogeneous loans and other loans was ¥320.4 billion at September 30, 2005, a
decrease of ¥203.3 billion, or 38.8%, from ¥523.7 billion at March 31, 2005. This decrease was primarily due to an improvement of historical
loss experience reflecting steady economic performance, and also due to reclassifications of loans for certain borrowers as specifically identified
problem loans due to downgrades of their credit rating.

The loan loss allowance for large groups of smaller-balance homogeneous loans and other loans was ¥551.0 billion, ¥471.6 billion and ¥523.7
billion at March 31, 2003, 2004 and 2005, respectively.

The decrease between March 31, 2003 and March 31, 2004 reflects an improvement in the lending environment in Japan and a steady
improvement in the quality of UFJ Holdings� loan portfolio in particular. An increased focus on identifying and addressing problem loans
throughout the periods under consideration, combined with improved credit rating procedures, additional collections and collateral obtained,
resulted in a lower incidence of impairment events which resulted in a steady deduction in allowance rates. Although these favorable trends
continued in the fiscal year ended March 31, 2005, allowances for loan losses related to certain restructured large borrowers and Nippon Shinpan
were newly included in the overall allowance for large groups of smaller-balance homogeneous loans and other loans at March 31, 2005, which
resulted in an overall increase in the general allowance at that date.

Investment Portfolio

UFJ Holdings� investment securities were primarily comprised of Japanese national government and Japanese government agency bonds, which
were classified as available-for-sale securities.

Investment securities slightly increased from ¥20.3 trillion at March 31, 2005 to ¥20.4 trillion at September 30, 2005.

Investment securities increased 18.6%, from ¥17.2 trillion at March 31, 2003 to ¥20.4 trillion at March 31, 2004 and then slightly decreased
0.7% to ¥20.3 trillion at March 31, 2005. This decrease resulted from a reduction in foreign bonds holdings to reduce market risks. At March 31,
2003, 2004 and 2005, gross unrealized gains on investment securities were ¥574.1 billion, ¥767.9 billion and ¥740.0 billion, respectively, and
gross unrealized losses on investment securities were ¥24.1 billion, ¥39.5 billion and ¥32.7 billion, respectively.

Cash and Due from Banks

Cash and due from banks increased 13.3%, from ¥4.9 trillion at March 31, 2005 to ¥5.6 trillion at September 30, 2005. This increase was
primarily attributable to an increase of demand deposits with the Bank of Japan in order to ensure sufficient liquidity for settlement in inter-bank
systems.

Cash and due from banks decreased slightly from ¥3.7 trillion at March 31, 2003 to ¥3.6 trillion at March 31, 2004, and then increased by ¥1.3
trillion, or 36.0%, to ¥4.9 trillion at March 31, 2005. This increase was primarily attributable to an increase of demand deposits with the Bank of
Japan in order to ensure sufficient liquidity for settlement in inter-bank systems.
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Interest-Earning Deposits in Other Banks

Interest-earning deposits in other banks fluctuate significantly from day to day depending upon financial market conditions. Interest-earning
deposits in other banks decreased 15.9%, from ¥1.1 trillion at March 31, 2005 to ¥0.9 trillion at September 30, 2005.

Interest-earning deposits in other banks decreased 9.2%, from ¥1.0 trillion at March 31, 2003 to ¥0.9 trillion at March 31, 2004 and increased
24.1% to ¥1.1 trillion at March 31, 2005. These movements primarily reflected the daily operation and liquidity needs of the UFJ group and
money market conditions.
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Total Liabilities

Total liabilities decreased 2.0%, from ¥81.1 trillion at March 31, 2005 to ¥79.5 trillion at September 30, 2005. This decrease was due primarily
to decreases of ¥1.4 trillion in payables under securities lending transactions, ¥1.2 trillion in deposits and ¥1.1 trillion in trading account
liabilities, partially offset by increases of other short term borrowings, payables under repurchase agreements and call money and fund
purchases.

Total liabilities were ¥81.1 trillion at March 31, 2005, an increase of ¥1.9 trillion as compared to March 31, 2004. This increase was due
primarily to increases of ¥2.2 trillion in payables under repurchase agreements, ¥1.7 trillion in long-term debt and ¥1.6 trillion in trading account
liabilities, partially offset by decreases of ¥4.0 trillion in deposits.

At March 31, 2004, total liabilities were ¥79.2 trillion, an increase of ¥2.2 trillion from ¥77.0 trillion at March 31, 2003. This increase primarily
reflected an increase of ¥2.4 trillion in deposits, partially offset by a decrease of ¥1.1 trillion in payables under securities lending transactions.

Sources of Funding and Liquidity

UFJ Holdings� primary source of liquidity was from a large balance of deposits, mainly ordinary deposits, certificates of deposit and time
deposits.

At September 30, 2005, UFJ Holdings� deposits were ¥53.3 trillion and exceeded loans, net of unearned income and deferred loan fees, by ¥10.9
trillion.

At March 31, 2005, UFJ Holdings� deposits were ¥54.6 trillion and exceeded loans, net of unearned income and deferred loan fees, by ¥12.7
trillion. These deposits provide UFJ Holdings with a sizable source of stable and low-cost funds. While approximately 80.8% of certificates of
deposit and time deposits mature within one year, UFJ Holdings continuously monitored relevant interest rate characteristics of these funds and
utilized asset and liability management techniques to manage the possible impact of the rollovers on its net interest margin and liquidity. UFJ
Holdings� deposits and stockholders� equity was equal to 74.3% of its total assets at March 31, 2004, 68.1% of its total assets at March 31, 2005
and 68.1% of its total assets at September 30, 2005. UFJ Holdings also increased its liquidity in September 2004 by issuing ¥700 billion of UFJ
Bank preferred stock to MTFG.

Most of the remaining funding was provided by short-term borrowings and long-term senior and subordinated debt. Short-term borrowings
consisted of call money and funds purchased, payables under repurchase agreements, payables under securities lending transactions, due to trust
account and other short-term borrowings. From time to time, UFJ Holdings issued long-term instruments such as bonds and long-term
borrowings with mainly over five years� maturity. Liquidity was also provided by the sale of financial assets, including securities available for
sale, trading account securities and loans. Additional liquidity was provided by the maturity of loans.

Deposits
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Deposits decreased 2.3%, from ¥54.6 trillion at March 31, 2005 to ¥53.3 trillion at September 30, 2005. This decrease reflected a decrease of
¥3.4 trillion in interest-bearing deposits, partially offset by an increase of ¥2.1 trillion in non-interest-bearing deposits.

Deposits were ¥54.6 trillion at March 31, 2005, a decrease of ¥3.9 trillion, or 6.8%, from ¥58.5 trillion at March 31, 2004. This decrease
reflected a decrease of ¥8.7 trillion in interest-bearing deposits, partially offset by an increase of ¥4.8 trillion in non-interest-bearing deposits.
These changes reflected a shift by customers to accounts at other banks and to government-insured non-interest-bearing accounts as certain
limits were imposed on government-insured interest-bearing accounts as of April 1, 2005.
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Deposits were ¥58.5 trillion at March 31, 2004, an increase of ¥2.4 trillion, or 4.3%, from ¥56.1 trillion at March 31, 2003. This increase
reflected increases of ¥2.1 trillion in interest-bearing deposits and ¥0.3 trillion in non-interest-bearing deposits.

Short-term Borrowings

Short-term borrowings increased 4.2%, from ¥13.4 trillion at March 31, 2005 to ¥14.0 trillion at September 30, 2005.

Short-term borrowings were ¥13.4 trillion at March 31, 2005, an increase of ¥2.0 trillion, or 17.8%, as compared to March 31, 2004. This
increase was primarily attributable to an increase in payable under repurchase agreements in connection with the daily money market operations
of the UFJ group.

Short-term borrowings decreased by ¥1.2 trillion, or 9.5%, from ¥12.6 trillion at March 31, 2003 to ¥11.4 trillion at March 31, 2004. This
decrease was primarily attributable to a decrease in payables under securities lending transactions in connection with the daily money market
operations of the UFJ group.

Long-term Debt

Long-term debt decreased 2.0%, from ¥5.9 trillion at March 31, 2005 to ¥5.8 trillion at September 30, 2005 due to the redemption on
September 30, 2005 of ¥100 billion of perpetual unsecured subordinated bonds issued by UFJ Holdings.

Long-term debt increased from ¥3.7 trillion at March 31, 2003 to ¥4.2 trillion at March 31, 2004, and increased an additional ¥1.7 trillion to ¥5.9
trillion at March 31, 2005. The most recent increase was due to the consolidation of Nippon Shinpan and an increase in loan participation
borrowings.

Stockholders� Equity

The following table summarizes UFJ Holdings� stockholders� equity at the dates indicated:

March 31,
2003

March 31,
2004

March 31,
2005

September 30,
2005

(in billions, except percentages)
Preferred stock ¥ 759.1 ¥ 737.8 ¥ 709.8 ¥ 700.0
Common stock 240.9 262.2 290.2 300.0
Capital surplus 2,497.0 2,517.8 2,541.3 2,555.6
Accumulated deficit (3,289.5) (2,709.7) (2,031.3) (1,825.7)
Accumulated other changes in equity from nonowner sources 166.6 628.9 592.0 804.4
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Less treasury stock, at cost (1.9) (2.2) (4.5) (3.4)

Total stockholders� equity ¥ 372.2 ¥ 1,434.8 ¥ 2,097.5 ¥ 2,530.9

Ratio of total stockholders� equity to total assets 0.48% 1.78% 2.52% 3.09%

Total stockholders� equity increased 20.7%, from ¥2,097.5 billion at March 31, 2005 to ¥2,530.9 billion at September 30, 2005. These increases
were principally attributable to an improvement in accumulated deficit from a deficit of ¥2,031.3 billion to a deficit of ¥1,825.7 billion due to net
income of ¥219.8 billion for the six months ended September 30, 2005.

Total stockholders� equity was ¥2,097.5 billion at March 31, 2005, an increase of ¥662.7 billion, or 46.2%, as compared to ¥1,434.8 billion at
March 31, 2004, and the ratio of total stockholders� equity to total assets increased to 2.52% at March 31, 2005 from 1.78% at March 31, 2004.
These increases were principally attributable to an improvement in accumulated deficit from a deficit of ¥2,709.7 billion to a deficit of ¥2,031.3
billion due to net income of ¥718.8 billion for the fiscal year ended March 31, 2005.
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Total stockholders� equity increased by ¥1,062.6 billion, or 285.5%, from ¥372.2 billion at March 31, 2003 to ¥1,434.8 billion at March 31, 2004,
and the ratio of total stockholders� equity to total assets increased to 1.78% at March 31, 2004 from 0.48% at March 31, 2003. These increases
were principally attributable to an improvement in accumulated deficit from a deficit of ¥3,289.5 billion to a deficit of ¥2,709.7 billion resulting
from net income of ¥607.7 billion for the fiscal year ended March 31, 2004.

Due to a large holding of marketable Japanese equity securities and the volatility of the equity markets in Japan, changes in the fair value of
marketable equity securities significantly affected UFJ Holdings� stockholders� equity. The following table presents information relating to the
accumulated net unrealized gains before tax effect in respect of marketable equity securities at the dates indicated:

March 31,
2003

March 31,
2004

March 31,
2005

September 30,
2005

(in billions, except percentages)
Accumulated net unrealized gains ¥ 304.1 ¥ 678.3 ¥ 633.0 ¥ 842.2
Accumulated net unrealized gains to total assets 0.39% 0.84% 0.76% 1.03%

The increase in accumulated net unrealized gains on marketable equity securities at September 30, 2005 as compared to March 31, 2005 was
mainly due to a higher stock price compared to March 31, 2005.

The decrease in accumulated net unrealized gains on marketable equity securities at March 31, 2005 as compared to March 31, 2004 was mainly
due to a lower level of equity holdings compared to the previous fiscal year.

The increase in accumulated net unrealized gains on marketable equity securities at March 31, 2004 as compared to March 31, 2003 was mainly
due to the improvement in the Japanese stock market compared to the previous fiscal year.

Capital Adequacy

Capital Requirements for Banks in Japan

A Japanese bank is subject to minimum capital adequacy requirements both on a consolidated basis and a stand-alone basis, and is required to
maintain the minimum capital irrespective of whether it operates independently or as a subsidiary under the control of another company. A bank
holding company is also subject to minimum capital adequacy requirements on a consolidated basis. Under the Financial Services Agency�s
guidelines, capital is classified into three tiers, referred to as Tier I, Tier II and Tier III. UFJ Holdings� Tier I capital generally consisted of
stockholders� equity items, including common stock, non-cumulative preferred stock, capital surplus, minority interests and retained earnings
(which reflects tax adjustments including deferred tax assets), but recorded goodwill and other items, such as treasury stock, were deducted from
Tier I capital. UFJ Holdings� Tier II generally consisted of general reserves for credit losses up to 1.25% of risk-weighted assets, 45% of the
unrealized gains on investment securities available for sale, 45% of the land revaluation excess, the balance of perpetual subordinated debt and
the balance of subordinated term debt with an original maturity of over five years subject to certain limitations, up to 50% of Tier I capital. UFJ
Holdings did not have any Tier III capital, which consists of short-term subordinated debt with an original maturity of at least two years, subject
to certain limitations. At least 50% of the minimum capital requirements must be maintained in the form of Tier I capital.

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

81



Under the Japanese regulatory capital requirements, UFJ Holdings� consolidated capital components, including Tier I, Tier II and risk-weighted
assets are calculated from UFJ Holdings� consolidated financial statements prepared under Japanese GAAP. Also, the consolidated and
stand-alone capital components of UFJ Bank and UFJ Trust Bank are calculated from consolidated and non-consolidated financial statements
prepared under Japanese GAAP.
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Capital Requirements for Securities Firms

UFJ Holdings had securities subsidiaries in Japan and overseas, which were also subject to regulatory capital requirements. In Japan, under the
Securities and Exchange Law, securities companies are required to maintain adjusted capital at specified levels as compared with the quantified
total of their business risks on a non-consolidated basis. Article 52 of the Securities and Exchange Law requires securities companies to file
month-end reports regarding their capital adequacy ratio, which is the ratio of adjusted capital to a quantified total of business risks, to the
Commissioner of the Financial Services Agency or the Director General of the Local Finance Bureau, and to disclose their capital adequacy ratio
to the public on a quarterly basis. A securities company must also file a report on a daily basis with the Commissioner of the Financial Services
Agency or the Director General of the Local Finance Bureau if its capital adequacy ratio falls below 140%. Article 56-2 of the Securities and
Exchange Law determines the actions which the Prime Minister, through the Commissioner of the Financial Services Agency, may take if the
ratio falls further. Specifically, if the ratio falls below 120%, the Commissioner of the Financial Services Agency may order the securities
company to change its method of business or to deposit its property in trust, or order other measures for the public interest and investor
protection if necessary. A securities company whose ratio falls below 100% may be subject to additional proceedings, including temporary
suspension of its business and revocation of its registration as a securities company if there is no prospect that the ratio will recover three months
after the suspension came into effect. Overseas securities subsidiaries are subject to the relevant regulatory capital requirements of the countries
or jurisdictions in which they operate. At September 30, 2005, UFJ Tsubasa Securities� capital accounts, less certain illiquid assets, were ¥193.9
billion (unaudited), or 515.8% of total amounts equivalent to market, counterparty credit and operations risks.

The UFJ Group Ratios

The table below presents UFJ Holdings� consolidated risk-based capital, risk-weighted assets and risk-based capital ratios at March 31, 2005 and
September 30, 2005 (underlying figures are calculated in accordance with Japanese banking regulations based on information derived from UFJ
Holdings� consolidated financial statements prepared in accordance with Japanese GAAP, as required by the Financial Services Agency):

March 31,
2005

September 30,
2005

Minimum
Capital Ratios
Required

(in billions, except percentages)
Capital components:
Tier I capital ¥ 2,313.4 ¥ 2,759.0
Tier II capital includable as qualifying capital 2,278.7 2,300.0
Deductions from total qualifying capital 78.9 85.4

Total risk-based capital ¥ 4,513.2 ¥ 4,973.6

Risk-weighted assets ¥ 43,406.0 ¥ 42,596.9
Capital ratios:
Tier I capital 5.32% 6.47% 4.00%
Total risk-based capital 10.39% 11.67% 8.00%

UFJ Holdings� total risk-based capital ratio increased 1.28 percentage points from 10.39% at March 31, 2005 to 11.67% at September 30, 2005.
This increase was due primarily to net income of ¥411.1 billion under Japanese GAAP for the six months ended September 30, 2005.

44

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

83



One of the main components of UFJ Holdings� Tier I capital was the various classes of preferred stock issued to the Resolution and Collection
Corporation of Japan. In March 1999, each of Sanwa Bank, Tokai Bank and Toyo Trust issued various classes of preferred stock to the
Resolution and Collection Corporation, which was then named the Resolution and Collection Bank. These shares were exchanged into shares of
preferred stock of UFJ Holdings effective April 2, 2001. The initial subscription by the Resolution and Collection Corporation was described as
a temporary injection of capital, and the Resolution and Collection Corporation was directed to dispose of the shares as promptly as practicable.
Banks that received public funds were also encouraged to redeem the shares in the future after improving their financial position. The preferred
stock owned by the Resolution and Collection Corporation at September 30, 2005 was as follows:

� Class II preferred stock:    Annual dividends on the class II preferred stock are payable on a noncumulative basis at rate of
¥15,900 per share. The class II preferred stock is convertible into ordinary shares of UFJ Holdings at an initial conversion price of
¥1,050,000 per ordinary share, subject to reset and adjustment, at the option of the Resolution and Collection Corporation at any
time until July 31, 2008, and on a mandatory basis on August 1, 2008.

� Class IV preferred stock:    Annual dividends on the class IV preferred stock are payable on a noncumulative basis at rate of
¥18,600 per share. The class IV preferred stock is convertible into ordinary shares of UFJ Holdings at an initial conversion ratio of
2.202 ordinary shares per class IV preferred stock as of April 2, 2001, subject to reset and adjustment, at the option of the
Resolution and Collection Corporation at any time until March 30, 2009, and on a mandatory basis on March 31, 2009.

� Class V preferred stock:    Annual dividends on the class V preferred stock are payable on a noncumulative basis at rate of
¥19,400 per share. The class V preferred stock is convertible into ordinary shares of UFJ Holdings at an initial conversion ratio of
2.202 ordinary shares per class V preferred stock as of April 2, 2001, subject to adjustment, at the option of the Resolution and
Collection Corporation at any time until March 30, 2009, and on a mandatory basis on March 31, 2009.

� Class VII preferred stock:    Annual dividends on the class VII preferred stock are payable on a noncumulative basis at rate of
¥11,500 per share. The class VII preferred stock is convertible into ordinary shares of UFJ Holdings at an initial conversion price
of ¥704,300 per ordinary share, subject to adjustment, at the option of the Resolution and Collection Corporation at any time until
July 31, 2009, and on a mandatory basis on August 1, 2009.

The Resolution and Collection Corporation also held ¥100 billion of perpetual unsecured subordinated bonds issued by UFJ Holdings. UFJ
Holdings redeemed the bonds at September 30, 2005.

Another significant component of UFJ Holdings� Tier I capital was minority interests, which included preferred stock issued by UFJ Holdings�
subsidiaries, primarily offshore funding vehicles, to third-party investors. The total amounts of preferred stock included in minority interests was
¥628.9 billion, ¥616.1 billion, ¥613.2 billion and ¥619.6 billion at March 31, 2003, 2004 and 2005 and September 30, 2005, respectively. The
ability of proceeds from these transactions to be counted towards Tier I capital was constrained by the amount of other Tier I capital and the
amount of other similar transactions at the time of issuance.

Minority interests at September 30, 2005 also included ¥700 billion of preferred stock of UFJ Bank issued to MTFG and ¥120 billion in
non-voting preferred stock of UFJ Strategic Partner issued to Merrill Lynch. UFJ Bank held all the common shares and all the voting rights of
UFJ Strategic Partner. As an incentive to increase the value of UFJ Strategic Partner, Merrill Lynch was granted options to acquire additional
non-voting preferred stock. Upon the occurrence of certain events, including the non-payment of dividends on the preferred stock for three
consecutive fiscal years, specified insolvency and business suspension events of UFJ Bank or a change in control of UFJ Holdings, Merrill
Lynch would be able to obtain control of UFJ Strategic Partner and could then terminate the venture. In the event that Merrill Lynch exercised
this option, UFJ Bank had the right to purchase the preferred stock at a premium based upon the performance of the loan portfolio held by UFJ
Strategic Partner.
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Capital Ratios of UFJ Bank and UFJ Trust Bank

The table below presents the risk-based capital ratios of UFJ Bank and UFJ Trust Bank at March 31, 2005 and September 30, 2005 (underlying
figures are calculated in accordance with Japanese banking regulations based on information derived from their consolidated and
non-consolidated financial statements prepared in accordance with Japanese GAAP, as required by the Financial Services Agency):

March 31,
2005

September 30,
2005

Minimum
Capital Ratios
Required

Consolidated capital ratios:
UFJ Bank:
Tier I capital 5.35% 6.47% 4.00%
Total risk-based capital 10.48 11.66 8.00
UFJ Trust Bank:
Tier I capital 10.13 12.31 2.00
Total risk-based capital 11.93 13.69 4.00
Stand-alone capital ratios:
UFJ Bank:
Tier I capital 5.42 6.82 4.00
Total risk-based capital 10.48 11.84 8.00
UFJ Trust Bank:
Tier I capital 10.70 12.50 2.00
Total risk-based capital 12.21 13.52 4.00

UFJ Bank had international operations conducted by foreign offices and was subject to the 8.00% capital adequacy requirement. UFJ Trust Bank
was not engaged in international operations conducted by foreign offices and was subject to the 4.00% capital adequacy requirement.
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Off-balance Sheet Arrangements

In the normal course of its business, UFJ Holdings engaged in several types of off-balance sheet arrangements to meet the financing needs of its
customers, including various types of guarantees, commitments to extend credit and commercial letters of credit. The following table
summarizes these commitments at March 31, 2003, 2004 and 2005 and at September 30, 2005:

March 31,
2003

March 31,
2004

March 31,
2005

September 30,
2005

(in billions)
Guarantees:
Standby letters of credit and financial guarantees ¥ 1,479 ¥ 1,388 ¥ 4,604 ¥ 4,306
Performance guarantees 515 268 257 257
Liquidity facilities 186 82 64 86
Derivative instruments �  14 319 254
Guarantees for the repayment of trust principal 2,142 2,379 1,685 1,385
Liabilities of trust accounts 785 1,310 1,245 668

Total guarantees 5,107 5,441 8,174 6,956
Other off-balance sheet instruments:
Commitments to extend credit 19,038 20,552 20,656 21,482
Commercial letters of credit 299 196 231 205
Others 181 33 112 9

Total other off-balance sheet instruments 19,518 20,781 20,999 21,696

Total ¥ 24,625 ¥ 26,222 ¥ 29,173 ¥ 28,652

The contractual amounts of these guarantees and other off-balance sheet instruments represent the amounts at risk should the contracts be fully
drawn upon with a subsequent default by UFJ Holdings� customer and a decline in the value of the underlying collateral. Because many of these
commitments expire without being drawn upon, the total contractual or notional amounts of these commitments do not necessarily represent UFJ
Holdings� or our future cash requirements.

UFJ Holdings maintained an allowance for losses on its off-balance sheet arrangements. This allowance was included in other liabilities. The
allowance for losses on off-balance sheet credit instruments was ¥67.5 billion, ¥68.4 billion, ¥80.3 billion and ¥103.2 billion at March 31, 2003,
2004 and 2005, and September 30, 2005, respectively.

Variable Interest Entities

Securitization Conduits and Financing Vehicles of Client Properties

The UFJ group administered conduits that purchased financial and other assets from the UFJ group�s customers. These assets included loans,
trade receivables and beneficiary interests in real estate trusts. Also, the UFJ group extended credits to certain entities that provided financing to
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the UFJ group�s customers. These entities were typically funded by borrowings from the UFJ group or third parties, investments under
partnership agreements from customers, or both. While customers generally continued to service the assets transferred, the UFJ group
underwrote, distributed, made a market in commercial paper issued by the conduits, and also provided liquidity and credit support facilities to
the entities. In certain transactions in which the UFJ group underwrote the instruments issued by the conduits, it provided interim funds until it
found third-party investors. In this type of arrangement, the owner of real estate properties received financing from the entity that was secured by
the property.
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In addition, the UFJ group extended non-recourse asset-backed loans to special purpose entities, which financed development projects including
real estate development and natural resource development managed by third parties, who were typically the equity owner of the special purpose
entities. The UFJ group generally acted as a member of a lending group, and was not exposed to a majority of the expected losses of these
entities.

At September 30, 2005, the total assets of, and the UFJ group�s maximum exposure to, the conduits and vehicles that the UFJ group was not
deemed to be the primary beneficiary amounted to ¥50,512.8 billion and ¥655.6 billion, respectively.

Investment Funds and Vehicles

The UFJ group held investments in various investment funds that collectively invested in equity and debt securities including listed Japanese
securities and investment grade bonds, and, to a limited extent, securities and other interests issued by companies in a start-up or restructuring
stage. Some of those funds were managed by investment advisory companies or fund management companies that made investment decisions
and administer the funds. Since the equity holders do not have the substantive decision-making power and they do not have kick-out rights on
the investment manager, these investment funds are deemed to be variable interest entities. As of September 30, 2005, these investment funds
and vehicles had total assets of ¥16,800.8 billion and the UFJ group was exposed to a maximum loss of ¥553.8 billion.

Trust Arrangements

In addition to the above entities, the UFJ group offered a variety of trust products and managed and administered a wide range of trust
arrangements including securities investment trusts, pension trusts and trusts used in the securitization of assets originated by and transferred to
third parties. In a typical trust arrangement, the UFJ group managed and administered the assets on behalf of the customers in an agency,
fiduciary and trust capacity. In principle, the UFJ group did not assume risks associated with the entrusted assets, which were borne by the
customers, although in limited cases the UFJ group assumed risks through guarantees or certain protections as provided in the trust agreement.
The UFJ group, however, was not a primary beneficiary of these trusts because the majority of the risks and rewards belonged to the holders of
beneficiary certificates, and the guarantees and protections were called upon only in limited circumstances.

Financing Vehicles and Others

At September 30, 2005, the UFJ group had 11 wholly-owned financing vehicles that were formed to issue preferred securities to third-party
investors.

At March 31, 2004, these financing vehicles were consolidated as UFJ Holdings� subsidiaries under the existing standards that were effective
before the adoption of FIN 46R. Common stock of and loans to the financing vehicles were eliminated in the consolidated balance sheet, and the
preferred securities issued by the financing vehicles were classified as minority interests. Upon adopting FIN No. 46R, UFJ Holdings
deconsolidated the financing vehicles, and ¥1,231.2 billion of subordinated debt the UFJ group issued to the financing vehicles were reflected as
long-term debt in the consolidated balance sheets at September 30, 2005.

Further, the UFJ group extended credits, along with other financial institutions, to numerous financing entities that provided project finance or
financing on acquisitions of aircraft or large commercial vessels. The source of repayment by the entities was primarily the lease payments from
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the lessee. In this type of arrangement, the lessee generally assumed the risks and rewards of the entity, and the UFJ group extended loans based
on the credit quality of the lessee, as the UFJ group did not participate in the economics of the assets being financed by the entity.
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Contractual Cash Obligations

In the normal course of its business, UFJ Holdings entered into contractual agreements whereby it committed to future purchases of products or
services from unaffiliated parties. The following table summarizes UFJ Holdings� contractual cash obligations at March 31, 2005:

Payments Due by Period

Less than
1 year 1-3 years 4-5 years

Over
5 years Total

(in billions)
Contractual cash obligations:
Time deposits and negotiable certificates of deposit ¥ 18,339.7 ¥ 3,296.4 ¥ 826.6 ¥ 230.2 ¥ 22,692.9
Long-term debt 988.7 1,461.0 863.9 2,506.4 5,820.0
Capital lease obligations 18.1 22.3 10.5 4.0 54.9
Operating lease obligations 10.3 18.6 17.2 11.7 57.8

Total ¥ 19,356.8 ¥ 4,798.3 ¥ 1,718.2 ¥ 2,752.3 ¥ 28,625.6

Non-exchange Traded Contracts Accounted for at Fair Value

UFJ Holdings used non-exchange traded or over-the-counter contracts to adapt to the varied requirements of a wide customer base while
mitigating market risks. Non-exchange traded contracts were accounted for at fair value, which was generally based on pricing models or quoted
market prices for instruments with similar characteristics. Gains or losses on non-exchange traded contracts were included in �Trading account
gains (losses)�net� in UFJ Holdings� consolidated statements of operations. These contracts consisted primarily of crude oil commodity contracts.
The following table summarizes the changes in fair value of non-exchange traded contracts for the periods indicated:

Fiscal Year Ended

March 31,

Six Months Ended
September 30,

2003 2004 2005 2004 2005

(in millions)
Net fair value of contracts outstanding at beginning of period ¥ 38 ¥ 1,269 ¥ 2,898 ¥ 2,898 ¥ 4,496
Changes attributable to contracts realized or otherwise settled during the period 629 1,325 394 348 2,321
Fair value of new contracts when entered into during the period 1,350 2,162 1,318 457 2,105
Other changes in fair value, principally revaluation at end of period (748) (1,858) (114) (738) (2,520)

Net fair value of contracts outstanding at end of period ¥ 1,269 ¥ 2,898 ¥ 4,496 ¥ 2,965 ¥ 6,402

During the fiscal years ended March 31, 2003, 2004 and 2005, and for the six months ended September 30, 2005, the fair value of non-exchange
traded contracts increased primarily due to an increase in the volume of transactions required to meet customers� demands and cover customers�
transactions.
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The following table summarizes the maturities of non-exchange traded contracts at September 30, 2005 (unaudited):

Net Fair Value of Contracts

Prices Actively Quoted

Prices Based on Models
and

Other Valuation Methods

(in millions)
Maturity less than 1 year ¥ 40 ¥ 8
Maturity less than 3 years and more than or equal to 1 year 1,925 (6)
Maturity less than 5 years and more than or equal to 3 years 1,533 (5)
Maturity 5 years or more 2,907 �  

Total fair values ¥ 6,405 ¥ (3)

Risk Management

Illustration of Market Risks in the Fiscal Year Ended March 31, 2005

Trading activities

The VaR for UFJ Bank�s and UFJ Trust Bank�s total trading activities in the fiscal year ended March 31, 2005 is presented in the table below.
Total amount of VaR as of March 31, 2005 was slightly higher compared to that as of March 31, 2004. As of March 31, 2005, market risks
related to foreign exchange rates and equities increased, while interest rate risks decreased. On a daily average basis, total amount of VaR
increased, together with risks related to foreign exchange rate and equities.

(April 2003�March 2004)

Daily Avg High Low March 31, 2004

(in billions)
VaR for Trading Activities (UFJ Bank)

Risk category:
Interest rate ¥ 1.64 ¥ 3.47 ¥ 0.45 ¥ 2.77
Foreign exchange 0.56 1.15 0.21 0.34
Equities 0.31 0.93 0.16 0.43
Others 0.02 0.08 0.00 0.00
Diversification effect (0.91) �  �  (1.22)

Total ¥ 1.62 ¥ 3.56 ¥ 0.58 ¥ 2.32
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(in millions)
VaR for Trading Activities (UFJ Trust Bank)
Total ¥ 6 ¥ 11 ¥ 4 ¥ 6
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(April 2004�March 2005)

Daily Avg High Low March 31, 2005

(in billions)
VaR for Trading Activities (UFJ Bank)

Risk category:
Interest rate ¥ 1.62 ¥ 3.26 ¥ 0.80 ¥ 2.32
Foreign exchange 0.64 1.29 0.29 0.79
Equities 0.67 1.11 0.39 0.75
Others 0.01 0.01 0.00 0.00
Diversification effect (0.57) �  �  (0.66)

Total ¥ 2.37 ¥ 3.73 ¥ 1.38 ¥ 3.20

(in millions)
VaR for Trading Activities (UFJ Trust Bank)
Total ¥ 6 ¥ 11 ¥ 3 ¥ 6

Note: Based on a 1-day holding period, with a confidence interval of 99%. UFJ Bank employs the historical simulation method based on 750
business days of historical data, while UFJ Trust Bank employs the variance-covariance method based on two years of historical data.
The highest and lowest VaR were taken from different days. A simple summation of VaR by risk category is not equal to total VaR due
to the effect of diversification.

The average daily VaR by quarter in the fiscal year ended March 31, 2005 and the six months ended September 30, 2005 for UFJ Bank was as
follows:

Daily Average VaR

(in billions)
Quarter (UFJ Bank)
April � June 2004 ¥1.99
July � September 2004 2.18
October � December 2004 2.58
January � March 2005 2.74
April � June 2005 2.61
July � September 2005 2.24

(in millions)
Quarter (UFJ Trust Bank)
April � June 2004 ¥7
July � September 2004   7
October � December 2004   4
January � March 2005   7

Quantitative market risks fluctuate throughout the year, reflecting the reaction of trading activities to market volatility. Although market
conditions were often volatile during the fiscal year ended March 31, 2005, the UFJ group�s trading-related revenue was relatively stable, with
positive trading-related revenue recorded for 170 of 245 trading days during the period. Furthermore, the amount of trading-related revenue per
day was kept within a stable range, with 11 days of positive revenue and no days of negative revenue exceeding ¥1 billion.
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Backtesting

Backtesting was used to evaluate the accuracy of risk calculations by comparing the VaR with actual gains and losses over a specific period. The
reliability of the risk measurement model can be verified if the number of times gains and losses exceed VaR is within the forecast range.

Stress Testing

The UFJ group calculated, on a daily basis, the predicted losses of its current positions in each market sector, applying the worst ten-day
volatility recorded during the observation period of 750 business days for UFJ Bank and the worst one-day volatility recorded during an
observation period of two years for UFJ Trust Bank. As of March 31, 2005, UFJ Bank held a total trading activity position of ¥6.4 billion of
predicted loss of trading positions as compared to ¥10.3 billion as of March 31, 2004. UFJ Trust Bank held a total trading activity position of
¥0.03 billion of predicted loss of trading positions as of March 31, 2005, relatively unchanged from March 31, 2004.

Non-trading Activities

VaR for risks related to the UFJ group�s strategic equity portfolio as of March 31, 2005, based on a 10-day holding period, was ¥116.8 billion for
UFJ Bank and UFJ Trust Bank on a simple combined basis, a ¥36.0 billion decrease from March 31, 2004. VaR for risks related to the UFJ
group�s Yen-denominated bond portfolio was ¥94.4 billion as of March 31, 2005, a decrease of ¥62.7 billion from ¥157.1 billion as of March 31,
2004. These decreases reflect decreases in the UFJ group�s equity portfolio and in medium- and long-term Yen-denominated bonds.
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The daily average VaR of the banking book of UFJ Bank and UFJ Trust Bank by quarter in the fiscal year ended March 31, 2005 and the six
months ended September 30, 2005 for UFJ Bank was as follows:

Daily Average VaR

(in billions)
Banking Book Equity Holdings (risk with a market value)

Quarter (UFJ Bank)
April � June 2004 ¥ 135.25
July � September 2004 154.71
October � December 2004 102.86
January � March 2005 100.05
April � June 2005 92.20
July � September 2005 117.91
Quarter (UFJ Trust Bank)
April � June 2004 ¥ 26.23
July � September 2004 25.34
October � December 2004 20.75
January � March 2005 21.27

Yen-Denominated Bond Holdings

Quarter (UFJ Bank)
April � June 2004 ¥ 149.90
July � September 2004 132.46
October � December 2004 76.43
January � March 2005 61.40
April � June 2005 48.91
July � September 2005 50.19

Quarter (UFJ Trust Bank: figures include bonds in foreign currency and investment trust portfolios)
April � June 2004 ¥ 27.57
July � September 2004 24.92
October � December 2004 19.90
January � March 2005 16.82

Note: Based on a 10-day holding period, with a confidence interval of 99%. UFJ Bank employs the historical simulation method based on 750
business days of historical data, while UFJ Trust Bank employs the variance-covariance method based on two years of historical data.
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS (Unaudited)

September 30,
2004

March 31,
2005

September 30,
2005

(in millions)
ASSETS
Cash and due from banks ¥ 8,149,014 ¥ 4,936,259 ¥ 5,592,294
Interest-earning deposits in other banks 569,684 1,085,800 913,211
Call loans and funds sold 259,176 245,774 183,610
Receivables under reverse repurchase agreements 201,384 1,785,407 1,732,212
Receivables under securities borrowing transactions 3,244,318 2,519,726 1,882,198
Trading account assets at estimated fair value (including assets pledged that secured
parties are permitted to sell or repledge of ¥1,279,614 million at September 30, 2004,
¥2,767,272 million at March 31, 2005 and ¥1,841,763 million at September 30, 2005)
(Note 4) 4,827,545 6,365,313 4,765,041
Investment securities (Note 2):
Securities available for sale�at estimated fair value (including assets pledged that secured
parties are permitted to sell or repledge of ¥1,210,154 million at September 30, 2004,
¥1,912,516 million at March 31, 2005 and ¥2,037,798 million at September 30, 2005)
(Note 4) 18,035,485 19,874,728 19,927,031
Other investment securities 275,943 392,804 431,058

Total investment securities 18,311,428 20,267,532 20,358,089

Loans, net of unearned income and deferred loan fees (including assets pledged that
secured parties are permitted to sell or repledge of ¥406,670 million at September 30,
2004, ¥391,622 million at March 31, 2005 and ¥1,290,458 million at September 30,
2005) (Note 3 and 4) 43,928,238 41,911,897 42,403,788
Allowance for loan losses (Note 3) (2,080,771) (1,041,818) (1,029,228)

Net loans 41,847,467 40,870,079 41,374,560

Premises and equipment 597,926 595,888 561,810
Accrued interest 69,586 107,436 99,802
Customers� acceptance liabilities 30,358 41,802 42,752
Intangible assets 620,086 629,726 603,630
Goodwill 2,399,391 2,395,907 2,323,781
Deferred tax assets 56,284 26,543 27,433
Accounts receivable 634,689 361,314 618,728
Other assets 803,347 961,408 957,314

Total assets ¥ 82,621,683 ¥ 83,195,914 ¥ 82,036,465

See the accompanying notes to these Condensed Consolidated Financial Statements.
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS (Unaudited)

September 30,
2004

March 31,
2005

September 30,
2005

(in millions)
LIABILITIES AND STOCKHOLDERS� EQUITY
Deposits:
Domestic offices:
Non-interest-bearing ¥ 3,860,822 ¥ 9,020,134 ¥ 11,162,282
Interest-bearing 51,306,252 43,328,498 40,065,715
Overseas offices:
Non-interest-bearing 125,450 121,267 126,833
Interest-bearing 2,214,226 2,097,087 1,983,075

Total deposits 57,506,750 54,566,986 53,337,905

Call money and funds purchased 1,226,230 1,291,119 1,692,466
Payables under repurchase agreements 943,557 2,802,524 3,401,945
Payables under securities lending transactions 2,380,652 2,261,851 910,654
Due to trust account 1,698,607 1,241,661 1,503,744
Other short-term borrowings 6,110,201 5,830,806 6,478,603
Trading account liabilities 2,647,808 4,239,610 3,110,988
Obligations to return securities received as collateral 195,478 162,690 151,042
Bank acceptances outstanding 30,358 41,802 42,752
Accrued interest 68,371 89,009 88,413
Accounts payable 635,590 645,744 1,017,174
Other liabilities 1,894,559 2,049,681 2,014,526
Long-term debt 5,775,359 5,874,970 5,755,419

Total liabilities 81,113,520 81,098,453 79,505,631

Commitments and contingent liabilities (Note 10)
Stockholders� equity:
Capital stock:
Preferred stock (Note 8) 732,224 709,818 700,001
Common stock authorized, 18,000,000 shares; issued, 5,107,405 shares at September 30,
2004, 5,165,293 shares at March 31, 2005 and 5,191,477 shares at September 30, 2005,
with no stated value 267,776 290,182 299,999
Capital surplus 2,527,309 2,541,296 2,555,564
Accumulated deficit (2,490,221) (2,031,298) (1,825,668)
Accumulated other changes in equity from nonowner sources, net of taxes 480,429 592,016 804,404

Total 1,517,517 2,102,014 2,534,300
Less treasury stock, at cost�6,082 common shares at September 30, 2004, 9,769 common
shares at March 31, 2005 and 8,098 common shares at September 30, 2005 9,354 4,553 3,466

Total stockholders� equity 1,508,163 2,097,461 2,530,834

Total liabilities and stockholders� equity ¥ 82,621,683 ¥ 83,195,914 ¥ 82,036,465
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See the accompanying notes to these Condensed Consolidated Financial Statements.
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME (Unaudited)

Six months ended
September 30,

2004 2005

(in millions)
Interest income:
Loans, including fees (Note 3) ¥ 483,857 ¥ 477,433
Deposits in other banks 8,153 21,707
Investment securities:
Interest 91,785 88,037
Dividends 10,821 12,797
Trading account assets 8,674 9,211
Call loans and funds sold 1,858 2,573
Receivables under reverse repurchase agreements and securities borrowing transactions 8,314 39,805

Total 613,462 651,563

Interest expense:
Deposits 38,815 54,079
Call money and funds purchased 662 1,870
Payables under repurchase agreements and securities lending transactions 11,032 47,443
Due to trust accounts 3,909 2,618
Other short-term borrowings and trading account liabilities 16,535 12,776
Long-term debt 65,357 66,105

Total 136,310 184,891

Net interest income 477,152 466,672
Provision for loan losses (Note 3) 202,398 75,714

Net interest income after provision for loan losses 274,754 390,958

Non-interest income:
Fees and commissions 297,036 305,049
Foreign exchange gains (losses)�net 5,402 (87,927)
Trading account (losses) gains �net (65,469) 122,094
Investment securities gains�net 250,735 88,310
Equity in earnings of affiliated companies 9,217 16,412
Other non-interest income 27,602 44,418

Total 524,523 488,356

Non-interest expense:
Salaries and employee benefits 160,962 168,763
Occupancy expenses�net 68,039 65,913
Fees and commission expense 45,513 47,434
Amortization of intangible assets 55,074 58,359
Insurance premiums, including deposit insurance 25,758 27,126
Minority interest in income (losses) of consolidated subsidiaries 3,754 (10,681)
Communications 16,708 16,239
(Reversal of) provision for allowance for acceptances and off-balance sheet credit instruments (9,733) 22,898
Losses on sales and disposal of premises and equipment 3,526 9,666
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Other non-interest expenses 180,963 211,905

Total 550,564 617,622

Income before income tax expense and cumulative effect of change in accounting principle 248,713 261,692
Income tax expense 5,906 41,865

Income before cumulative effect of change in accounting principle 242,807 219,827
Cumulative effect of change in accounting principle, net of taxes (Note 11) 2,942 �  

Net income 245,749 219,827
Income allocable to preferred stockholders:
Cash dividends paid 12,861 �  
Beneficial conversion feature (Note 8) 13,469 14,197

Net income available to common stockholders ¥ 219,419 ¥ 205,630

(in Yen)

Earnings per common share (Note 7):
Basic earnings per common share�income available to common stockholders before cumulative effect of change in accounting
principle ¥ 42,528 ¥ 39,963
Basic earnings per common share�net income available to common stockholders ¥ 43,106 ¥ 39,963
Diluted earnings per common share�income available to common stockholders before cumulative effect of change in accounting
principle ¥ 33,605 ¥ 30,532
Diluted earnings per common share�net income available to common stockholders ¥ 34,012 ¥ 30,532

See the accompanying notes to these Condensed Consolidated Financial Statements.
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FROM NONOWNER SOURCES (Unaudited)

Gains (losses), net of
income taxes

Six months ended
September 30,

2004 2005

(in millions)
Net income ¥ 245,749 ¥ 219,827

Other changes in equity from nonowner sources:
Net unrealized holding (losses) gains on investment securities available for sale (14,316) 230,105
Reclassification adjustment for net gains included in net income (137,930) (33,219)

Total (152,246) 196,886

Changes in minimum pension liability 92 89

Foreign currency translation adjustments 3,640 15,435
Reclassification adjustment for losses included in net income 48 (22)

Total 3,688 15,413

Total changes in equity from nonowner sources ¥ 97,283 ¥ 432,215

See the accompanying notes to these Condensed Consolidated Financial Statements.
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS� EQUITY (Unaudited)

Six months ended
September 30,

2004 2005

(in millions)
Preferred stock (Note 8):
Balance at beginning of period ¥ 737,806 ¥ 709,818
Conversion of preferred stock to common stock (5,582) (9,817)

Balance at end of period ¥ 732,224 ¥ 700,001

Common stock:
Balance at beginning of period ¥ 262,194 ¥ 290,182
Issuance of new shares of common stock by conversion of preferred stock 5,582 9,817

Balance at end of period ¥ 267,776 ¥ 299,999

Capital surplus:
Balance at beginning of period ¥ 2,517,821 ¥ 2,541,296
Amortization of beneficial conversion feature of preferred stock 13,469 14,197
Gain on sale of treasury stock, net of taxes 9 71
Stock issuance cost (3,990) �  

Balance at end of period ¥ 2,527,309 ¥ 2,555,564

Accumulated deficit:
Balance at beginning of period ¥ (2,709,640) ¥ (2,031,298)
Net income 245,749 219,827
Cash dividends paid on preferred stock (12,861) �  
Amortization of beneficial conversion feature of preferred stock (13,469) (14,197)

Balance at end of period ¥ (2,490,221) ¥ (1,825,668)

Accumulated other changes in equity from nonowner sources, net of taxes:
Balance at beginning of period ¥ 628,895 ¥ 592,016
Net change during the period (148,466) 212,388

Total balance at end of period ¥ 480,429 ¥ 804,404

Treasury stock:
Balance at beginning of period ¥ (2,231) ¥ (4,553)
Purchases of treasury stock (377) (863)
Sales of treasury stock 428 1,950
Net decrease resulting from issuance of treasury stock in exchange for remaining interest in subsidiary (7,174) �  

Balance at end of period ¥ (9,354) ¥ (3,466)
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Total stockholders� equity ¥ 1,508,163 ¥ 2,530,834

See the accompanying notes to these Condensed Consolidated Financial Statements.
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

Six months ended
September 30,

2004 2005

(in millions)
Cash flows from operating activities:
Net income ¥ 245,749 ¥ 219,827
Adjustments to reconcile net income to net cash provided by (used in) operating activities:
Cumulative effect of change in accounting principle, net of taxes (2,942) �  
Depreciation and amortization 85,486 84,861
Provision for loan losses 202,398 75,714
Investment securities gains�net (250,735) (88,310)
Foreign exchange losses (gains)�net (101,522) 9,001
Provision for deferred income tax expense (benefit) (5,439) 5,786
Decrease (increase) in trading account assets, including foreign exchange contracts (541,432) 1,592,424
Decrease in trading account liabilities, including foreign exchange contracts (48,248) (1,161,349)
Decrease (increase) in accrued interest and other receivables 585,828 (744,708)
Increase (decrease) in accrued interest and other payables (451,724) 743,947
Other�net 75,715 70,134

Net cash provided by (used in) operating activities (206,866) 807,327

Cash flows from investing activities:
Proceeds from sales and maturities of investment securities available for sale 30,415,351 27,719,507
Purchases of investment securities available for sale (27,962,790) (27,211,002)
Proceeds from sales of other investment securities 8,165 52,955
Purchases of other investment securities (4,579) (35,979)
Net decrease (increase) in loans 2,373,005 (760,312)
Net decrease in interest-earning deposits in other banks 340,988 175,848
Net decrease (increase) in call loans, funds sold, and receivables under reverse repurchase
agreements and securities borrowing transactions (444,445) 759,443
Other�net (776) (2,198)

Net cash provided by investing activities 4,724,919 698,262

Cash flows from financing activities:
Net decrease in deposits (970,608) (1,229,534)
Net decrease in call money, funds purchased, and payables under repurchase agreements and
securities lending transactions (81,934) (344,806)
Net increase (decrease) in due to trust accounts (25,735) 296,720
Net increase in other short-term borrowings 566,395 649,551
Proceeds from issuance of long-term debt 262,513 513,380
Repayment of long-term debt (501,754) (739,131)
Proceeds from preferred stock issued by subsidiaries 700,000 �  
Dividends paid (12,861) �  
Other�net (20,730) (399)

Net cash used in financing activities (84,714) (854,219)
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Effect of exchange rate changes on cash and cash equivalents 12,252 4,665

Net increase in cash and cash equivalents 4,445,591 656,035
Cash and cash equivalents due to the initial consolidation of variable interest entities pursuant
to the adoption of FIN 46R 73,936 �  
Cash and cash equivalents at beginning of period 3,629,487 4,936,259

Cash and cash equivalents at end of period ¥ 8,149,014 ¥ 5,592,294

Supplemental disclosure of cash flow information (Note 13):
Cash paid during the period for:
Interest ¥ 139,811 ¥ 185,487
Income taxes, net of refunds 7,671 30,583

See the accompanying notes to these Condensed Consolidated Financial Statements.
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)

1.    BASIS OF SEMI-ANNUAL CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

The accompanying unaudited semi-annual condensed consolidated financial statements are stated in Japanese Yen, the currency of the country
in which UFJ Holdings, Inc. (�UFJ Holdings�) is incorporated and principally operates. Such condensed consolidated financial statements include
the accounts of UFJ Holdings and its subsidiaries (collectively, the �UFJ Group�) and reflect all adjustments (consisting of normal recurring
adjustments) that, in the opinion of management, are necessary for a fair presentation of amounts involved to conform with generally accepted
accounting principles and prevailing practices within the banking industry in the United States of America (�US GAAP�). The accompanying
unaudited condensed consolidated financial statements should be read in conjunction with the consolidated financial statements for the fiscal
year ended March 31, 2005. Certain information that would be included in annual financial statements but is not required for semi-annual
reporting purposes under US GAAP has been omitted or condensed.

The presentation of condensed consolidated financial statements in conformity with US GAAP requires management to use estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the
condensed consolidated financial statements and the reported amounts of revenues and expenses during the reported period. Actual results could
differ from those estimates.

Certain reclassifications and format changes have been made to the prior period financial statements to conform to the current period
presentation.

Recently Issued Accounting Pronouncements

Accounting for Certain Loans and Debt Securities Acquired in a Transfer�In December 2003, the AICPA issued Statement of Position 03-3,
�Accounting for Certain Loans or Debt Securities Acquired in a Transfer,� (�SOP 03-3�) which supersedes AICPA Practice Bulletin 6, �Amortization
of Discounts on Certain Acquired Loans� and addresses accounting for differences between contractual cash flows and cash flows expected to be
collected from an investor�s initial investment in loans or debt securities acquired in a transfer if those differences are attributable, at least, in part,
to credit quality. SOP 03-3 requires acquired impaired loans for which it is probable that the investor will be unable to collect all contractually
required payments receivable to be recorded at the present value of amounts expected to be received and prohibits carrying over or creation of
valuation allowances in the initial accounting for these loans. SOP 03-3 also limits accretable yield to the excess of the investor�s estimate of
undiscounted cash flows over the investor�s initial investment in the loan and prohibits the recognition of the non-accretable difference.
Subsequent increases in cash flows expected to be collected generally should be recognized prospectively through adjustment of the loan�s yield
over its remaining life while any decreases in such cash flows should be recognized as impairments. SOP 03-3 also provides guidance with
regard to presentation and disclosures. SOP 03-3 is effective for loans and debt securities acquired in fiscal year beginning after December 15,
2004. The initial adoption of SOP 03-3 did not have a material impact on the UFJ Group�s financial position and results of operations.

Exchanges of Nonmonetary Assets�In December 2004, the FASB issued SFAS No. 153, �Exchanges of Nonmonetary Assets, an amendment of
APB Opinion No. 29.� The guidance in Accounting Principles Board (�APB�) No. 29, �Accounting for Nonmonetary Transactions,� is based on the
principle that exchanges of nonmonetary assets should be measured based on the fair value of the assets exchanged. The guidance in APB
No. 29, however, included certain exceptions to that principle. SFAS No. 153 amends APB No. 29 to eliminate the exception for nonmonetary
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exchanges of similar productive assets and replaces it with a general exception for exchanges of nonmonetary assets that do not have
commercial substance. A nonmonetary exchange has
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)�(Continued)

commercial substance if the future cash flows of the entity are expected to change significantly as a result of the exchange. SFAS No. 153 is
effective for nonmonetary asset exchanges occurring in fiscal periods beginning after June 15, 2005, with earlier adoption permitted.

Accounting Changes and Error Corrections� In May 2005, the FASB issued SFAS No. 154, �Accounting Changes and Error Corrections�a
replacement of APB Opinion No. 20 and FASB Statement No. 3.� SFAS No. 154 replaces APB No. 20, �Accounting Changes,� and SFAS No. 3,
�Reporting Accounting Changes in Interim Financial Statements,� and changes the requirements for the accounting for and reporting of a change
in accounting principle. SFAS No. 154 applies to all voluntary changes in accounting principle. SFAS No. 154 also applies to changes required
by an accounting pronouncement in the unusual instance that the pronouncement does not include specific transition provisions. SFAS No. 154
is effective for accounting changes and corrections of errors made in fiscal years beginning after December 15, 2005, with earlier adoption
permitted. Accordingly, the UFJ Group can not reasonably estimate the ultimate impact of SFAS No. 154.

2.    INVESTMENT SECURITIES

The amortized costs and estimated fair values of available for sale investment securities at March 31, 2005 and September 30, 2005 are as
follows:

March 31, 2005 September 30, 2005

Amortized
cost

Gross
unrealized
gains

Gross
unrealized
losses

Estimated
fair value

Amortized
cost

Gross
unrealized
gains

Gross
unrealized
losses

Estimated
fair value

(in millions)
Debt securities, principally
Japanese government bonds and
corporate bonds ¥ 18,147,105 ¥ 103,332 ¥ 29,000 ¥ 18,221,437 ¥ 18,088,124 ¥ 111,619 ¥ 32,777 ¥ 18,166,966
Marketable equity securities 1,020,313 636,630 3,652 1,653,291 917,847 843,063 845 1,760,065

Total securities available for sale ¥ 19,167,418 ¥ 739,962 ¥ 32,652 ¥ 19,874,728 ¥ 19,005,971 ¥ 954,682 ¥ 33,622 ¥ 19,927,031
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)�(Continued)

3.    LOANS AND ALLOWANCE FOR LOAN LOSSES

Loans at March 31, 2005 and September 30, 2005 by domicile and type of industry of borrower are summarized below. Classification of loan by
industry is based on the industry segment loan classifications as defined by The Bank of Japan.

March 31,
2005

September 30,
2005

(in millions)
Domestic:
Manufacturing ¥ 5,013,079 ¥ 4,829,047
Construction 1,176,199 1,041,618
Real estate 3,582,281 3,247,488
Services 3,352,907 3,118,777
Wholesale and retail 4,808,338 4,597,106
Banks and other financial institutions 2,961,485 2,872,584
Other industries 3,905,663 5,000,606
Consumer:
Mortgage loan 8,733,406 9,154,478
Credit card 1,366,925 1,380,250
Other 4,432,429 4,531,807

Total domestic 39,332,712 39,773,761

Foreign:
Governments and official institutions 91,989 88,628
Banks and other financial institutions 251,347 301,831
Commercial and industrial 2,087,330 2,048,622
Other 170,134 211,477

Total foreign 2,600,800 2,650,558

Less unearned income and deferred loan fees�net 21,615 20,531

Total ¥ 41,911,897 ¥ 42,403,788

Loans are placed on non-accrual status when substantial doubt exists as to the full and timely collection of either principal or interest, or when
principal or interest is contractually past due one month or more with respect to loans of domestic banking subsidiaries, including UFJ Bank
Limited (�UFJ Bank�) and UFJ Trust Bank Limited (�UFJ Trust�), and 90 days or more with respect to loans of certain foreign banking subsidiaries,
except when the loans are in the process of collection based upon the judgment of management.
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The following table is a summary of non-accrual loans, restructured loans and accruing loans past due 90 days or more at March 31, 2005 and
September 30, 2005.

March 31,
2005

September 30,
2005

(in millions)
Non-accrual loans ¥ 1,813,585 ¥ 1,804,658
Restructured loans 501,524 414,482
Accruing loans contractually past due 90 days or more 11,743 6,765

Total ¥ 2,326,852 ¥ 2,225,905

The UFJ Group�s impaired loans (evaluated individually) primarily include non-accrual loans and restructured loans. At March 31, 2005 and
September 30, 2005, impaired loans are ¥1,923,646 million and ¥1,869,816 million, respectively.
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)�(Continued)

Changes in the allowance for loan losses for the six months ended September 30, 2004 and 2005 are as follows:

Six months ended

September 30,

2004 2005

(in millions)
Balance at beginning of period ¥ 2,438,309 ¥ 1,041,818

Provision for loan losses 202,398 75,714

Charge-offs (676,086) (138,967)
Recoveries 35,621 52,144

Net charge-offs (640,465) (86,823)

Other changes * 80,529 (1,481)

Balance at end of period ¥ 2,080,771 ¥ 1,029,228

* Other changes principally include the effects of foreign exchange translation adjustments. At September 30, 2004, an additional ¥80.2 billion
of loan loss allowances relates to the first time consolidation of Nippon Shinpan Co., Ltd. (�Nippon Shinpan�).

4.    PLEDGED ASSETS AND COLLATERAL

At September 30, 2005, non-cash assets pledged as collateral for call money, funds purchased, payables under repurchase agreements and
securities lending transactions, other short-term borrowings, and long-term debt, and for certain other purposes are as follows:

September 30,
2005

(in millions)
Trading securities ¥ 2,415,873
Investment securities 8,444,535
Loans 2,045,585
Other 40,839
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Total ¥ 12,946,832

In addition, at September 30, 2005, the UFJ Group has pledged non-cash financial assets aggregating ¥1,734,323 million as collateral for acting
as a collection agent of public funds, for settlement of exchange at The Bank of Japan and Tokyo Bankers Association, for derivative
transactions and for certain other purposes. Such assets primarily include loans and securities. The securities pledged consist principally of
Japanese national government and Japanese government agency bonds.

At September 30, 2005, the UFJ Group pledged assets with a fair value of ¥9,511,136 million as collateral that it has determined may not be sold
or repledged by the secured parties.
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)�(Continued)

5.    SEVERANCE INDEMNITIES AND PENSION PLANS

The UFJ Group maintains various severance indemnities and defined pension plans for its employees. These plans generally provide benefits
based on eligible compensation at the time of retirement, years of service and other factors. The net pension and severance cost of defined
benefit plans for the six months ended September 30, 2004 and 2005 are as follows:

Six months ended
September 30,

2004 2005

(in millions)
Service cost�benefits earned during the period ¥ 8,919 ¥ 9,655
Interest costs on projected benefit obligation 12,224 8,672
Expected return on plan assets (13,347) (11,436)
Amortization of unrecognized prior service cost (4,048) (4,123)
Amortization of net actuarial loss 1,050 1,625

Net periodic benefit cost ¥ 4,798 ¥ 4,393

The UFJ Group has contributed ¥19 billion to the Japanese plans during the six months ended September 30, 2005 and expects to contribute
approximately another ¥19 billion by March 31, 2006.

In April 2004, UFJ Bank instituted a plan amendment to reduce benefit payments on the severance indemnity plan and the annuity plan. In June
2004, the trustee of the pension trusts approved a transfer of excess plan assets to UFJ Bank in the amount of ¥153,264 million comprising
¥144,983 million of equity securities and ¥8,281 million of cash.

6.    REGULATORY CAPITAL REQUIREMENTS

UFJ Holdings, UFJ Bank and UFJ Trust and various other bank subsidiaries are subject to various regulatory capital requirements promulgated
by the regulatory authorities of the countries in which they operate. Failure to meet minimum capital requirements will initiate certain mandatory
actions by regulators that, if undertaken, could have a direct material effect on UFJ Holdings� consolidated financial statements.
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The table below presents UFJ Holdings� consolidated risk-based capital, risk-adjusted assets and risk-based capital ratios at March 31, 2005 and
September 30, 2005. Underlying figures are calculated in accordance with Japanese banking regulations based on information derived from the
financial statements prepared in accordance with accounting principles generally accepted in Japan (�Japanese GAAP�) as required by the
Financial Services Agency of Japan (�FSA�).

March 31,
2005

September 30,
2005

Minimum
capital ratios
required

(in millions, except percentages)
Capital components:
Tier I capital ¥ 2,313,455 ¥ 2,759,034
Tier II capital 2,278,661 2,300,028
Total risk-based capital 4,513,179 4,973,648
Risk-weighted assets 43,405,996 42,596,863
Capital ratios:
Tier I capital 5.32% 6.47% 4.00%
Total risk-based capital 10.39 11.67 8.00
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)�(Continued)

The table below presents the consolidated and stand-alone risk-based capital ratios of UFJ Bank and UFJ Trust at March 31, 2005 and
September 30, 2005. Underlying figures are calculated in accordance with Japanese banking regulations based on information derived from the
financial statements prepared in accordance with Japanese GAAP as required by the FSA.

March 31,
2005

September 30,
2005

Minimum
capital ratios
required

Consolidated capital ratios:
UFJ Bank:
Tier I capital 5.35% 6.47% 4.00%
Total risk-based capital 10.48 11.66 8.00
UFJ Trust:
Tier I capital 10.13 12.31 2.00
Total risk-based capital 11.93 13.69 4.00
Stand-alone capital ratios:
UFJ Bank:
Tier I capital 5.42 6.82 4.00
Total risk-based capital 10.48 11.84 8.00
UFJ Trust:
Tier I capital 10.70 12.50 2.00
Total risk-based capital 12.21 13.52 4.00

7.    EARNINGS PER COMMON SHARE

Basic earnings per common share (�EPS�) excludes the dilutive effects of potential common stock and is computed by dividing net income
available to common stockholders by the weighted average number of common stock outstanding for the period, while diluted EPS gives effect
to all dilutive potential common stock that was outstanding for the period.

The weighted average number of shares used in the computations of basic EPS and diluted EPS were 5,090 thousand shares and 7,225 thousand
shares, respectively, for the six months ended September 30, 2004, and 5,146 thousand shares and 7,200 thousand shares, respectively, for the
six months ended September 30, 2005.

For the six months ended September 30, 2004, Class I to VII Preferred stock were included in the computation of diluted earnings per common
share. For the six months ended September 30, 2005, Class I, II, IV, V and VII Preferred stock were included in the computation of diluted
earnings per common share.

The per share impact of the cumulative effect of change in accounting principle for basic earnings per common share for the six months ended
September 30, 2004 was ¥578. The per share impact of the cumulative effect of change in accounting principle for diluted earnings per common
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share for the six months ended September 30, 2004 was ¥407.
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)�(Continued)

8.    PREFERRED STOCK AND BENEFICIAL CONVERSION FEATURE

Preferred stock issued and outstanding at September 30, 2004, March 31, 2005 and September 30, 2005 is as follows:

Outstanding at
September 30, 2004

Outstanding at
March 31, 2005

Outstanding at
September 30, 2005

(number of shares)
Preferred stock
Class I 12,989 6,543 �  
Class II 200,000 200,000 200,000
Class III 12,237 �  �  
Class IV 150,000 150,000 150,000
Class V 150,000 150,000 150,000
Class VI 1,008 8 1
Class VII 200,000 200,000 200,000

Total 726,234 706,551 700,001

Outstanding at
September 30, 2004

Outstanding at
March 31, 2005

Outstanding at
September 30, 2005

(in millions)
Preferred stock
Class I ¥ 19,483 ¥ 9,814 ¥ �  
Class II 300,000 300,000 300,000
Class III 12,237 �  �  
Class IV 150,000 150,000 150,000
Class V 150,000 150,000 150,000
Class VI 504 4 1
Class VII 100,000 100,000 100,000

Total ¥ 732,224 ¥ 709,818 ¥ 700,001

The change in the unamortized discount arising from the beneficial conversion feature of the Preferred stock during the six months ended
September 30, 2004 is as follows:

Class I Class IV Class V Class VI Total
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(in millions)
Balance at March 31, 2004 ¥ 291 ¥ 70,520 ¥ 82,548 ¥ 193 ¥ 153,552
Amortization to accumulated deficit (104) (6,232) (7,112) (9) (13,457)
Charged to accumulated deficit on conversion of Preferred stock (12) �  �  �  (12)

Balance at September 30, 2004 ¥ 175 ¥ 64,288 ¥ 75,436 ¥ 184 ¥ 140,083

The change in the unamortized discount arising from the beneficial conversion feature of the Preferred stock during the six months ended
September 30, 2005 is as follows:

Class I Class IV Class V Class VI Total

(in millions)
Balance at March 31, 2005 ¥ 35 ¥ 57,886 ¥ 68,092 ¥ 1 ¥ 126,014
Amortization to accumulated deficit �  (6,576) (7,585) (0) (14,161)
Charged to accumulated deficit on conversion of Preferred stock (35) �  �  (1) (36)

Balance at September 30, 2005 ¥ �  ¥ 51,310 ¥ 60,507 ¥ 0 ¥ 111,817
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)�(Continued)

9.    DERIVATIVE FINANCIAL INSTRUMENTS

The UFJ Group uses various derivative financial instruments, including interest rate swaps and foreign currency forward contracts, for trading,
customer accommodation and risk management purposes. The UFJ Group�s trading activities include dealing and customer accommodation
activities to meet the financial needs of its customers and related derivatives are measured at fair value with gains and losses recognized
currently in earnings. The UFJ Group also accounts for derivatives held for risk management purpose as trading positions and measures them at
fair value with gains (losses) recognized currently in earnings.

10.    OBLIGATIONS UNDER GUARANTEES AND OTHER OFF-BALANCE SHEET INSTRUMENTS

The UFJ Group provides customers with a variety of guarantees and similar arrangements, including standby letters of credit, financial and
performance guarantees, credit protections, liquidity facilities, other off-balance sheet credit-related supports and similar instruments, in order to
meet customers� financial and business needs. The table below presents the contractual or notional amounts of such guarantees at March 31, 2005
and September 30, 2005.

March 31,
2005

September 30,
2005

(in billions)
Standby letters of credit and financial guarantees ¥ 4,604 ¥ 4,306
Performance guarantees 257 257
Liquidity facilities 64 86
Derivative instruments 319 254
Guarantees for the repayment of trust principal 1,685 1,385
Liabilities of trust accounts 1,245 668

Total ¥ 8,174 ¥ 6,956

In addition to obligations under guarantees and similar arrangements set forth above, the UFJ Group issues other off-balance sheet instruments
to meet the financing needs of its customers and other purposes. The table below presents the contractual amounts with regard to such
instruments at March 31, 2005 and September 30, 2005.

March 31,
2005

September 30,
2005

(in billions)
Commitments to extend credit ¥ 20,656 ¥ 21,482
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Commercial letters of credit 231 205
Reverse repurchase and repurchase agreements 103 �  
Commitments to make investments 9 9

The UFJ Group is involved in various litigation matters. Management, based upon its current knowledge and results of consultation with
counsel, makes an appropriate level of litigation reserve. Management believes that the amount of the UFJ Group�s liabilities when ultimately
determined will not have a material adverse effect on the UFJ Group�s results of operations, financial position and cash flows.

11.    VARIABLE INTEREST ENTITIES

A variable interest entity (�VIE�) is defined as an entity with one or more of the following characteristics; (1) the equity investment at risk is not
sufficient to permit the entity to finance its activities without additional subordinated financial support from other parties, (2) the equity investors
lack significant decision making ability or do not absorb the expected losses or receive the expected residual returns or (3) the
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equity interests have voting rights that are not proportionate to their economic interests, and the activities of the entity involve or are conducted
on behalf of an investor with a disproportionately small voting interest. Variable interests in a VIE are contractual, ownership, or other pecuniary
interests in an entity that change with changes in the fair value of the entity�s net assets exclusive of variable interests. An enterprise is required to
consolidate a VIE if that enterprise has a variable interest that will absorb a majority of the entity�s expected losses, receive a majority of the
entity�s expected returns, or both. An enterprise that consolidates a VIE is referred to as the primary beneficiary.

In the normal course of its business, the UFJ Group is a party to various entities which may be deemed to be VIEs such as asset-backed
commercial paper conduits, securitization conduits and financing vehicles of client properties, various investment funds, its borrowers and
others.

The UFJ Group adopted FASB Interpretation No. 46 (revised December 2003), Consolidation of Variable Interest Entities, an interpretation of
ARB No. 51 (�FIN No. 46R�) at April 1, 2004, except for certain investment companies, for which the effective date of FIN No. 46R is deferred.
As a result, the UFJ Group has consolidated all VIEs in which it is deemed to be the primary beneficiary including those created before
February 1, 2003. The adoption of FIN No. 46R resulted in a cumulative-effect adjustment raising net income by ¥2,942 million in the six
months ended on September 30, 2004.

The following table presents, by type of VIE, the total assets of consolidated and non-consolidated VIEs and the maximum exposure to
non-consolidated VIEs at September 30, 2005:

September 30, 2005

Consolidated
VIEs Non-consolidated VIEs

Assets Assets
Maximum
exposure

(in millions)
Securitization conduits of the UFJ Groups� financial assets ¥ 222,367 ¥ �  ¥ �  
Securitization conduits and financing vehicles of client properties 1,178,530 50,512,797 655,567
Investment funds and vehicles 651,202 16,800,840 553,773
Financing vehicles �  1,240,325 101,333
Others 2,036,347 4,447,170 826,795

Total ¥ 4,088,446 ¥ 73,001,132 ¥ 2,137,468

The following table presents the carrying amount of consolidated assets that correspond to VIE obligations.
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September 30,
2005

(in millions)
Cash ¥ 62,509
Trading account assets 578,714
Investment securities 28,844
Loans 2,784,283
Premises and equipment 52,045
Others 582,051

Total ¥ 4,088,446
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A portion of the assets presented in the table above were derived from transactions between consolidated VIEs and the UFJ Group, the primary
beneficiary, and were eliminated as intercompany transactions. The eliminated amounts were ¥140,225 million of cash, ¥243 million of trading
account assets, ¥178,970 million of loans, and ¥8,343 million of other assets.

In general, the creditors or beneficial interest holders of consolidated VIEs have recourse only to the assets of those VIEs and do not have
recourse to other assets of the UFJ Group, except where the UFJ Group provides credit support as in the case of certain securitization conduits.

Securitization Conduits of the UFJ Group�s Financial Assets

The UFJ Group administers several finance entities (primarily commercial paper conduits) that purchase financial assets, primarily performing
loans, from the UFJ Group entities. The UFJ Group participates in a majority of these entities expected losses through either subordinated
interests the UFJ Group retains or guarantee on commercial papers issued by the entities.

The amount of total assets of the finance entities that the UFJ group consolidated as of March 31, 2005 was ¥381,437 million.

Securitization Conduits and Financing Vehicles of Client Properties

The UFJ Group administers conduits that purchase financial and other assets from the UFJ Group�s customers. These assets include loans, trade
receivables and beneficiary interests in real estate trusts. Also, the UFJ Group extends credits to certain entities that provide financing to the UFJ
Group�s customers. These entities are typically funded by borrowings from the UFJ Group or third parties, investments under partnership
agreements from customers, or both. While customers generally continue to service the assets transferred, the UFJ Group underwrites,
distributes, makes a market in commercial paper issued by the conduits, and also provides liquidity and credit support facilities to the entities. In
certain transactions in which the UFJ Group underwrites the instruments issued by the conduits, it provides interim funds until it finds
third-party investors. In this type of arrangement, the owner of real estate properties receives financing from the entity that is secured by the
property. The UFJ Group consolidates entities in which it participates in a majority of risks and rewards through the investment and financing
including the interim funds.

In addition, the UFJ Group extends non-recourse asset-backed loans to special purpose entities, which finances development projects including
real estate development and natural resource development managed by third parties, who are typically the equity owner of the special purpose
entities. The UFJ Group generally acts as a member of a lending group, and is not exposed to a majority of the expected losses of these entities.

The amount of total assets of the conduits that the UFJ group consolidated as of March 31, 2005 was ¥1,350,749 million.
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Investment Funds and Vehicles

The UFJ Group holds investments in various investment funds that collectively invest in equity and debt securities including listed Japanese
securities and investment grade bonds, and, to a limited extent, securities and other interests issued by companies in a start-up or restructuring
stage. Some of the funds are managed by investment advisory companies or fund management companies that make investment decisions and
administer the funds. Since the equity holders do not have the substantive decision-making power and they do not have
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kick-out rights on the investment manager, these investment funds are deemed as VIEs. The entities that the UFJ Group is deemed as the
primary beneficiary include those that invest in Japanese government bonds and other investment securities using loans from the UFJ Group, or
credit-linked loans from the UFJ Group that are referenced to credit risks of certain borrowers.

The amount of total assets of the investment vehicles that the UFJ group consolidated as of March 31, 2005 was ¥53,488 million.

Financing Vehicles

At September 30, 2005, the UFJ Group had 11 wholly-owned financing vehicles that were formed to issue preferred securities to third-party
investors.

At March 31, 2004, these financing vehicles were consolidated as UFJ Holdings� subsidiaries under the existing standards that were effective
before the adoption of FIN 46R. Common stock of and loans to the financing vehicles were eliminated in the consolidated balance sheet, and the
preferred securities issued by the financing vehicles have been classified as minority interests. Upon adopting FIN No. 46R, UFJ Holdings
deconsolidated the financing vehicles, and ¥1,231,195 million of subordinated debt the UFJ Group issued to the financing vehicles are reflected
as long-term debt in the consolidated balance sheets at September 30, 2005.

Trust Arrangements

The UFJ Group offers a variety of asset management and administration services under trust arrangements including securities investment trusts,
pension trusts and trusts used as securitization vehicles. Although in limited cases the UFJ Group may assume risks through guarantees or
certain protections as provided in the agreements or relevant legislations, the UFJ Group has determined that it will not absorb a majority of
expected losses in connection with such trust arrangements. In a typical trust arrangement, however, the UFJ Group manages and administers
assets on behalf of the customers in an agency, fiduciary and trust capacity and does not assume risks associated with the entrusted assets.
Customers receive and absorb expected returns and losses on the performance and operations of trust assets under management of the UFJ
Group. Accordingly, the UFJ Group determined that it is generally not a primary beneficiary to any trust arrangements under management as its
interests in the trust arrangements are insignificant in most cases.

Other VIEs

The UFJ Group is also a party to other types of VIEs including its borrowers, special purpose entities created to hold assets on behalf of the UFJ
Group as an intermediary and others.
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Upon adoption of FIN No. 46R, the UFJ Group concluded that certain of its borrowers are VIEs due to their insufficient equity at risk, requiring
additional subordinated financial support to sustain their businesses. The UFJ Group acts as one of the lenders providing loans to these entities,
while holding equity investments through preferred shares as a result of debt-for-equity swaps as well as common shares that are not significant
in terms of the aggregate capitalization of those entities.

The UFJ Group consolidated these borrowers to which it was deemed to be the primary beneficiary for the first time beginning April 1, 2004,
which included Nippon Shinpan Co., Ltd. The UFJ Group had continued to consolidate those entities to September 30, 2005, except for one
entity that was dissolved during the half-year ended September 30, 2005.
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In March 2004, UFJ Bank purchased ¥200 billion (200 million shares) of convertible preferred stock issued by Nippon Shinpan, a large Japanese
consumer credit company. UFJ Bank owned 7.7% of Nippon Shinpan�s common shares as of September 30, 2005. On October 1, 2005, UFJ
Bank converted to common shares 150 million shares of the 200 million shares of convertible preferred stock. In addition, on the same date,
Nippon Shinpan merged with UFJ Card Co., Ltd. to form UFJ NICOS Co., Ltd. (�UFJ NICOS�). UFJ Bank received additional shares in UFJ
NICOS due to this transaction. As a result, UFJ Bank became a 69.0% common shareholder in UFJ NICOS.

On a consolidated basis, Nippon Shinpan had total assets of ¥1,950,507 million as of September 30, 2005 and net loss of ¥3,597 million for the
six months ended September 30, 2005 under U.S. GAAP. The results of Nippon Shinpan are reflected predominantly in interest income on
loans, Fees and commission income and non-interest expenses. For periods prior to April 1, 2004, Nippon Shinpan was an equity-method
affiliate of UFJ Holdings.

In respect to other borrowers that are determined to be VIEs, the UFJ Group is not considered as the primary beneficiary of any of these entities
because it is not exposed to a majority of the expected losses as of the date FIN No. 46R requires the assessment. These entities include
companies engaged in consumer financing, construction, retail and real estate businesses.

In addition to the entities discussed above, the UFJ group extends credits, along with other financial institutions, to numerous financing entities
that provide project finance or financing on acquisitions of aircraft or large commercial vessels. The source of repayment by the entities is
primarily the lease payments from the lessee. In this type of arrangement, the lessee generally assumes the risks and rewards of the entity, and
the UFJ group extends loans based on the credit quality of the lessee, as the UFJ group does not participate in the economics of the assets being
financed by the entity.

12.    BUSINESS SEGMENTS

The business segment information of UFJ Holdings and its subsidiaries, set forth below, is derived from the internal management reporting
system used by management to measure performance of the business segments. Unlike financial accounting, there is no authoritative body of
guidance for management accounting. The business segment information is based on financial information prepared in accordance with Japanese
GAAP along with internal management accounting rules and practices. Accordingly, the format and information is presented primarily on the
basis of Japanese GAAP and is not consistent with the condensed consolidated financial statements prepared on the basis of US GAAP. A
reconciliation is provided to the segments� operating profits with income (loss) before income tax expense and cumulative effect of change in
accounting principle under US GAAP.

Management does not use information on segments� total assets to allocate resources and assess performance and has not prepared information on
segment assets. Accordingly, business segment information on total assets is not available. Management measures the performance of each of
UFJ Holdings� business segments primarily by �operating profit� which is a defined term in the regulatory reporting to the FSA.

UFJ Holdings is organized into the following business segments:
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� The Retail Banking business unit of UFJ Bank provides banking products and services to individual customers in Japan.

� The Corporate Banking business unit of UFJ Bank provides banking products and services to large corporations and small and
medium-sized companies.
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� The Global Banking and Trading business unit of UFJ Bank provides banking services to large Japanese corporations on their
overseas operations as well as non-Japanese corporations who do business on a global basis and conducts trading operations with
markets and customers.

� The UFJ Bank Planning and Administration business unit includes UFJ Bank�s treasury services (asset and liability management,
bond-related business) as well as the corporate advisory group and other indirect business of UFJ Bank.

� The UFJ Trust business unit provides all operations of UFJ Trust including retail and corporate banking, trust services, stock
transfer agency services, real estate services, asset securitization services, asset management services and custody operations.

� The Other segment includes asset management services and the securities business which provides a broad range of retail and
corporate securities services including retail brokerage, support for equity financing, securitization and mergers and acquisition
advisory services.

The financial performances of UFJ Holdings� major business units, derived from the internal management reporting system, are summarized
below.

UFJ Bank

Retail
Banking

Corporate

Banking

Global
Banking &
Trading

Planning &
Administration

UFJ
Trust Other Total

(in billions)
Six months ended September 30, 2004:
Net revenue:
Net interest income ¥ 122.9 ¥ 136.8 ¥ 11.2 ¥ 54.6 ¥ 29.2 ¥ �  ¥ 354.8
Net non-interest income 35.2 123.5 32.0 3.7 40.9 �  235.3
Other (16.8) 1.7 39.2 40.4 3.6 �  68.0
Subsidiaries* 58.2 10.1 8.3 �  2.6 36.1 115.3

Total ¥ 199.5 ¥ 272.1 ¥ 90.7 ¥ 98.7 ¥ 76.3 ¥ 36.1 ¥ 773.4
Operating expenses 151.6 106.4 30.7 0.8 37.6 28.1 355.2

Operating profit ¥ 47.9 ¥ 165.7 ¥ 60.0 ¥ 97.9 ¥ 38.7 ¥ 8.0 ¥ 418.2

Six months ended September 30, 2005:
Net revenue:
Net interest income ¥ 120.7 ¥ 127.5 ¥ 6.2 ¥ 10.4 ¥ 23.5 ¥ �  ¥ 288.3
Net non-interest income 47.7 123.3 29.5 0.2 44.8 �  245.5
Other (17.8) 2.4 37.7 61.4 3.9 �  87.6
Subsidiaries* 61.7 11.2 19.3 �  2.5 41.7 136.4
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Total ¥ 212.3 ¥ 264.4 ¥ 92.7 ¥ 72.0 ¥ 74.7 ¥ 41.7 ¥ 757.8
Operating expenses 146.8 105.2 30.6 13.4 37.1 31.5 364.6

Operating profit ¥ 65.5 ¥ 159.2 ¥ 62.1 ¥ 58.6 ¥ 37.6 ¥ 10.2 ¥ 393.2

* Subsidiaries are UFJ Holdings� subsidiaries and affiliates other than UFJ Bank and UFJ Trust.

Reconciliation

As set forth above, the measurement bases and the income and expense items covered under the internal management reporting system are very
different from the accompanying condensed consolidated statements of
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income. Therefore, it is impracticable to present reconciliations of the business segments� total information, other than operating profit, to
corresponding items in the accompanying condensed consolidated statements of income.

Reconciliation of the operating profit under the internal management reporting system for the six months ended September 30, 2004 and 2005 to
income before income tax expense and cumulative effect of change in accounting principle shown on the condensed consolidated statements of
operations are as follows:

Six months ended
September 30,

    2004        2005    

(in billions)
Operating profit ¥ 418 ¥ 393
Differences between internal management reporting and financial accounting regarding the scope of
consolidation and other adjustments 46 (5)
Trust fees adjusted for credit losses of trust assets (2) (1)
Provision for credit losses (163) (11)
Trading derivative losses�net (55) (18)
Equity investment securities gains�net 131 127
Debt investment securities gains�net (25) (81)
Land and building revaluation 2 17
Consolidation and deconsolidation of variable interest entities 5 (14)
Impairment and amortization of goodwill and intangible assets (24) (22)
Minority interest (11) (2)
Other�net (73) (121)

Income before income tax expense and cumulative effect of change in accounting principle ¥ 249 ¥ 262

13.    SUPPLEMENTAL INFORMATION ON NON-CASH ACTIVITIES

The UFJ Group converted loans amounting to ¥614 million and ¥11,050 million to securities in debt-for-equity swap transactions during the six
months ended September 30, 2004 and 2005, respectively.

In June 2004, the trustee of pension trusts approved a transfer of excess plan assets to UFJ Bank amounting to ¥144,983 million (refer to Note
5).

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

133



14.    SUBSEQUENT EVENTS

Establishment of Mitsubishi UFJ Financial Group

On October 1, 2005, Mitsubishi Tokyo Financial Group, Inc. (�MTFG�) and UFJ Holdings merged and the merged entity was renamed Mitsubishi
UFJ Financial Group, Inc. (�MUFG�). On the same day, some of MUFG�s subsidiaries were also merged. The resulting merged subsidiaries
include Mitsubishi UFJ Trust (�MUTB�) and Mitsubishi UFJ Securities (�MUS�).

On January 1, 2006, MUFG�s Bank of Tokyo-Mitsubishi, Ltd. (�BTM�) and UFJ Bank merged and the merged subsidiary was renamed the Bank
of Tokyo-Mitsubishi UFJ (�BTMU�).

Conversion of Preferred Stocks Issued by UFJ Holdings

On October 4, 2005, 69,300 shares of Class 8 Preferred stock and 57,850 shares of Class 9 Preferred stock issued by MUFG and held by the
Resolution and Collection Corporation (�RCC�) were converted into
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249,859.96 MUFG common shares. The aggregate amount of conversions were ¥207,900 million and ¥115,700 million respectively.

On December 6, 2005, 51,900 shares of Class 8 and 24,700 shares of Class 12 Preferred stock issued by MUFG and held by RCC were
converted into 122,969.92 MUFG common shares. The aggregate amount of conversions were ¥155,700 million and ¥24,700 million
respectively.

Repurchase of Common Stocks

On October 5, 2005 and December 7, 2005, MUFG re-purchased 256,159 shares and 117,969 shares of its own common stock respectively.
Total repurchase prices were ¥358,623 million and ¥192,289 million respectively.

Transfer of Preferred Stocks Issued by UFJ Holdings to Norinchukin

On December 9, 2005, RCC transferred 17,700 shares of Class 8 and 22,400 shares of Class 12 Preferred stock issued by UFJ Holdings to The
Norinchukin Bank (�Norinchukin�). The aggregate amount of transfers were ¥55,426 million and ¥45,969 million respectively.

Capital Alliance between The Norinchukin Bank and the MUFG Group

On November 14, 2005, MUFG and Norinchukin agreed that Norinchukin would purchase 50,000,000 shares of First Series Class I Stock of
UFJ NICOS held by UFJ Bank Limited at fair market value. The purchase was executed based on a basic agreement on strategic business and
capital alliance between Norinchukin and MUFG. The sale was completed on November 30, 2005.

Planned Merger of Credit Card Subsidiaries

On January 26, 2006, MUFG and its subsidiary, UFJ NICOS entered into a basic agreement with BTMU and its credit card subsidiary, DC Card
Co., Ltd. (�DC Card�), to merge UFJ NICOS and DC Card. The merger is planned for April 1, 2007 with UFJ NICOS being the surviving entity.

Announcement of Revitalization Plan
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On February 17, 2006, MUFG submitted a revitalization plan to the FSA. MUFG was required to submit the revitalization plan because of the
preferred stock that MUFG issued to RCC as part of MTFG�s merger with UFJ Holdings. UFJ Holdings was previously a recipient of public
funds from RCC in the form of a preferred stock investment.

As part of its revitalization plan, MUFG outlined its future business strategies including its goals to achieve cost and revenue synergies by
integrating the various operations previously held by MTFG and UFJ Holdings, focusing on its core businesses of retail, corporate and trust
assets and ensuring system reliability by fully integrating its IT systems. As part of its revitalization plan, MUFG stated its intent to redeem the
preferred shares currently held by RCC within the fiscal year ending March 31, 2007, subject to its operating results and other factors.

* * * * *
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Report of Independent Auditors

To the Board of Directors and Shareholders of UFJ Holdings, Inc.

We have audited the accompanying consolidated balance sheets of UFJ Holdings, Inc. and its subsidiaries as of March 31, 2005 and 2004, and
the related consolidated statements of income, changes in equity from nonowner sources, stockholders� equity and cash flows for the years then
ended. These financial statements are the responsibility of the Company�s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of UFJ
Holdings, Inc. and its subsidiaries at March 31, 2005 and 2004, and the results of its operations and its cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 1 to the consolidated financial statements, UFJ Holdings, Inc. changed its method of accounting for variable interest
entities in the fiscal year ended March 31, 2005 and for asset retirement obligations in the fiscal year ended March 31, 2004.

/s/ ChuoAoyama PricewaterhouseCoopers

ChuoAoyama PricewaterhouseCoopers

Tokyo, Japan

August 31, 2005
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2004 2005

(in millions)
ASSETS
Cash and due from banks (Note 9) ¥ 3,629,487 ¥ 4,936,259
Interest-earning deposits in other banks (Note 9) 875,259 1,085,800
Call loans and funds sold (Note 11) 252,169 245,774
Receivables under reverse repurchase agreements 627,868 1,785,407
Receivables under securities borrowing transactions 2,348,412 2,519,726
Trading account assets�at estimated fair value (including assets pledged that secured parties are permitted to
sell or repledge of ¥1,060,276 million in 2004 and ¥2,767,272 million in 2005) (Note 2) 4,255,315 6,365,313
Investment securities (Note 3):
Securities available for sale�at estimated fair value (including assets pledged that secured parties are
permitted to sell or repledge of ¥1,196,507 million in 2004 and ¥1,912,516 million in 2005) 20,107,048 19,874,728
Other investment securities 293,295 392,804

Total investment securities 20,400,343 20,267,532

Loans, net of unearned income and deferred loan fees (including assets pledged that secured parties are
permitted to sell or repledge of ¥458,072 million in 2004 and ¥391,622 million in 2005) (Note 4) 45,420,052 41,911,897
Allowance for loan losses (Notes 4 and 5) (2,438,309) (1,041,818)

Net loans 42,981,743 40,870,079

Premises and equipment (Note 6) 573,781 595,888
Accrued interest 79,934 107,436
Customers� acceptance liabilities 31,486 41,802
Intangible assets (Note 7) 495,473 629,726
Goodwill (Note 7) 2,289,956 2,395,907
Deferred tax assets (Note 8) 63,319 26,543
Accounts receivable 565,278 361,314
Other assets (Notes 14 and 15) 1,169,908 961,408

Total assets ¥ 80,639,731 ¥ 83,195,914

See the accompanying notes to these Consolidated Financial Statements.
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2004 2005

(in millions)
LIABILITIES AND STOCKHOLDERS� EQUITY
Deposits (Note 10):
Domestic offices:
Non-interest-bearing ¥ 4,282,080 ¥ 9,020,134
Interest-bearing 52,169,603 43,328,498
Overseas offices:
Non-interest-bearing 111,965 121,267
Interest-bearing 1,974,287 2,097,087

Total deposits 58,537,935 54,566,986

Call money and funds purchased (Note 11) 2,204,080 1,291,119
Payables under repurchase agreements 649,938 2,802,524
Payables under securities lending transactions 1,764,098 2,261,851
Due to trust account (Note 12) 1,753,929 1,241,661
Other short-term borrowings (Note 13) 5,027,995 5,830,806
Trading account liabilities (Note 2) 2,669,957 4,239,610
Obligations to return securities received as collateral 339,747 162,690
Bank acceptances outstanding 31,486 41,802
Accrued interest 71,872 89,009
Accounts payable 444,698 645,744
Other liabilities (Notes 6, 8, 14 and 15) 1,551,393 2,049,681
Long-term debt (Note 13) 4,157,758 5,874,970

Total liabilities 79,204,886 81,098,453

Commitments and contingent liabilities (Notes 21 and 23)
Stockholders� equity (Note 18):
Capital stock (Note 16):
Preferred stock 737,806 709,818
Common stock�authorized, 18,000,000 shares; issued, 5,093,408 shares in 2004 and 5,165,293 shares in
2005, with no stated value 262,194 290,182
Capital surplus (Note 16) 2,517,821 2,541,296
Accumulated deficit (Notes 17 and 29) (2,709,640) (2,031,298)
Accumulated other changes in equity from nonowner sources, net of taxes 628,895 592,016

Total 1,437,076 2,102,014
Less treasury stock, at cost�4,430 common shares in 2004 and 9,769 common shares in 2005 2,231 4,553

Total stockholders� equity 1,434,845 2,097,461

Total liabilities and stockholders� equity ¥ 80,639,731 ¥ 83,195,914
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See the accompanying notes to these Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF INCOME

FOR THE FISCAL YEARS ENDED MARCH 31, 2004 AND 2005

2004 2005

(in millions)
Interest income:
Loans, including fees (Note 4) ¥ 840,832 ¥ 968,811
Deposits in other banks 21,264 20,735
Investment securities:
Interest 139,411 188,852
Dividends 22,571 24,594
Trading account assets 17,681 18,809
Call loans and funds sold 3,558 3,888
Receivables under reverse repurchase agreements and securities borrowing transactions 13,096 19,442

Total 1,058,413 1,245,131

Interest expense:
Deposits 74,818 83,506
Call money and funds purchased 1,274 1,673
Payables under repurchase agreements and securities lending transactions 18,587 31,068
Due to trust account 6,210 7,349
Other short-term borrowings and trading account liabilities 19,404 16,680
Long-term debt 88,745 142,877

Total 209,038 283,153

Net interest income 849,375 961,978
Provision for loan losses (Notes 4 and 5) 313,124 91,866

Net interest income after provision for loan losses 536,251 870,112

Non-interest income:
Fees and commissions (Note 24) 445,717 595,159
Foreign exchange gains�net 95,561 89,294
Trading account gains (losses)�net (Note 2) 228,971 (45,863)
Investment securities gains�net (Note 3) 316,911 291,392
Refund of local taxes by the Tokyo Metropolitan Government (Note 8) 25,695 �  
Equity in earnings (loss) of affiliated companies (35,310) 20,448
Other non-interest income (Notes 6 and 14) 72,422 220,953

Total 1,149,967 1,171,383

Non-interest expense:
Salaries and employee benefits (Note 14) 344,550 317,497
Occupancy expenses�net (Notes 6 and 23) 121,193 116,283
Fees and commission expense 50,882 80,227
Amortization of intangible assets (Note 7) 82,722 111,498
Insurance premiums, including deposit insurance 52,054 51,565
Minority interest in income of consolidated subsidiaries 19,668 21,398
Communications 22,563 31,160
Provision for acceptances and off-balance sheet credit instruments 831 8,005
Losses on sales and disposal of premises and equipment 19,167 8,329
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Advisory services (Note 15) �  48,600
Other non-interest expenses (Notes 6 and 13) 266,282 388,159

Total 979,912 1,182,721

Income before income tax expense and cumulative effect of change in accounting principle 706,306 858,774
Income tax expense (Note 8) 95,618 142,950

Income before cumulative effect of change in accounting principle 610,688 715,824
Cumulative effect of change in accounting principle, net of taxes (Notes 1 and 22) (2,959) 2,942

Net income 607,729 718,766
Income allocable to preferred stockholders:
Cash dividends paid 7,029 12,861
Beneficial conversion feature 20,799 27,538

Net income available to common stockholders ¥ 579,901 ¥ 678,367

See the accompanying notes to these Consolidated Financial Statements.
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME-(Continued)

FOR THE FISCAL YEARS ENDED MARCH 31, 2004 AND 2005

2004 2005

(in Yen)
Earnings per common share (Notes 17 and 19):
Basic earnings per common share�income available to common stockholders before cumulative effect of change in accounting
principle ¥ 115,227 ¥ 132,172
Basic earnings per common share�net income available to common stockholders ¥ 114,642 ¥ 132,748
Diluted earnings per common share�income available to common stockholders before cumulative effect of change in accounting
principle ¥ 86,803 ¥ 99,191
Diluted earnings per common share�net income available to common stockholders ¥ 86,382 ¥ 99,599

See the accompanying notes to these Consolidated Financial Statements.
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY FROM NONOWNER SOURCES

FOR THE FISCAL YEARS ENDED MARCH 31, 2004 AND 2005

Gains (losses)
before income

tax
expense
(benefit)

Income
tax

(expense)
benefit

Gains (losses)
net of income
tax expense
(benefit)

(in millions)
Fiscal year ended March 31, 2004:
Net income ¥ 607,729

Other changes in equity from nonowner sources:
Net unrealized holding gains on investment securities available for sale ¥ 468,218 ¥ (13,693) 454,525
Reclassification adjustment for net gains included in net income (279,230) 8,166 (271,064)

Total 188,988 (5,527) 183,461

Changes in minimum pension liability 307,092 �  307,092

Foreign currency translation adjustments (27,863) (407) (28,270)

Total changes in equity from nonowner sources ¥ 1,070,012

Fiscal year ended March 31, 2005:
Net income ¥ 718,766

Other changes in equity from nonowner sources:
Net unrealized holding gains on investment securities available for sale ¥ 232,276 ¥ (5,498) 226,778
Reclassification adjustment for net gains included in net income (264,283) �  (264,283)

Total (32,007) (5,498) (37,505)

Changes in minimum pension liability (171) �  (171)

Foreign currency translation adjustments 2,357 (410) 1,947
Reclassification adjustment for net gains included in net income (1,297) 147 (1,150)

Total 1,060 (263) 797

Total changes in equity from nonowner sources ¥ 681,887

See the accompanying notes to these Consolidated Financial Statements.
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS� EQUITY

FOR THE FISCAL YEARS ENDED MARCH 31, 2004 AND 2005

2004 2005

(in millions)
Preferred stock (Note 16):
Balance at beginning of fiscal year ¥ 759,102 ¥ 737,806
Conversion of preferred stock to common stock (21,296) (27,988)

Balance at end of fiscal year ¥ 737,806 ¥ 709,818

Common stock (Note 16):
Balance at beginning of fiscal year ¥ 240,898 ¥ 262,194
Issuance of new shares of common stock by conversion of preferred stock 21,296 27,988

Balance at end of fiscal year ¥ 262,194 ¥ 290,182

Capital surplus (Note 16):
Balance at beginning of fiscal year ¥ 2,496,999 ¥ 2,517,821
Amortization of beneficial conversion feature of preferred stock 20,799 27,538
Gains on sale of treasury stock 23 (23)
Stock issuance cost �  (4,040)

Balance at end of fiscal year ¥ 2,517,821 ¥ 2,541,296

Accumulated deficit (Note 17):
Balance at beginning of fiscal year ¥ (3,289,541) ¥ (2,709,640)
Net income 607,729 718,766
Cash dividends paid on preferred stock (Note 16) (7,029) (12,861)
Amortization of beneficial conversion feature of preferred stock (20,799) (27,538)
Loss on sale of treasury stock �  (25)

Balance at end of fiscal year (Note 29) ¥ (2,709,640) ¥ (2,031,298)

Accumulated other changes in equity from nonowner sources, net of taxes:
Net unrealized gains on investment securities available for sale (Note 3):
Balance at beginning of fiscal year ¥ 549,246 ¥ 732,707
Net change during the fiscal year 183,461 (37,505)

Balance at end of fiscal year 732,707 695,202

Minimum pension liability adjustments (Note 14):
Balance at beginning of fiscal year (309,850) (2,758)
Net change during the fiscal year 307,092 (171)

Balance at end of fiscal year (2,758) (2,929)
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Foreign currency translation adjustments:
Balance at beginning of fiscal year (72,784) (101,054)
Net change during the fiscal year (28,270) 797

Balance at end of fiscal year (101,054) (100,257)

Total balance at end of fiscal year ¥ 628,895 ¥ 592,016

Treasury stock:
Balance at beginning of fiscal year ¥ (1,914) ¥ (2,231)
Purchases of treasury stock (545) (902)
Sales of treasury stock 228 442
Issuance of treasury stock in exchange for remaining interest in subsidiary �  (1,862)

Balance at end of fiscal year ¥ (2,231) ¥ (4,553)

Total stockholders� equity ¥ 1,434,845 ¥ 2,097,461

See the accompanying notes to these Consolidated Financial Statements.
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UFJ HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE FISCAL YEARS ENDED MARCH 31, 2004 AND 2005

2004 2005

(in millions)
Cash flows from operating activities:
Net income ¥ 607,729 ¥ 718,766
Adjustments to reconcile net income to net cash provided by operating activities:
Cumulative effect of change in accounting principle, net of taxes 2,959 (2,942)
Depreciation and amortization 135,083 163,741
Provision for loan losses 313,124 91,866
Investment securities gains�net (316,911) (291,392)
Foreign exchange losses (gains)�net 194,964 (46,346)
Provision for deferred income tax expense 81,371 120,923
Increase in trading account assets, including foreign exchange contracts (358,553) (2,012,317)
Increase in trading account liabilities, including foreign exchange contracts 473,704 1,523,385
Decrease in accrued interest and other receivables 233,422 13,771
Increase (decrease) in accrued interest and other payables (248,659) 100,993
Other�net (2,899) (233,363)

Net cash provided by operating activities 1,115,334 147,085

Cash flows from investing activities:
Proceeds from sales of investment securities available for sale 36,322,558 35,158,747
Proceeds from maturities of investment securities available for sale 14,490,425 16,716,305
Purchases of investment securities available for sale (53,988,499) (51,045,945)
Proceeds from sales of other investment securities 3,784 54,370
Purchases of other investment securities (275,704) (20,087)
Net decrease in loans 176,586 3,335,223
Net decrease (increase) in interest-earning deposits in other banks 89,091 (173,132)
Net decrease (increase) in call loans, funds sold, and receivables under reverse repurchase agreements and securities
borrowing transactions 241,626 (1,268,394)
Proceeds from sales of premises and equipment 15,835 162,852
Capital expenditures for premises and equipment (40,233) (57,160)
Other�net (4) 2,619

Net cash provided by (used in) investing activities (2,964,535) 2,865,398

Cash flows from financing activities:
Net increase (decrease) in deposits 2,397,891 (3,921,446)
Net increase (decrease) in call money, funds purchased, and payables under repurchase agreements and securities
lending transactions (1,102,180) 1,701,777
Net increase (decrease) in due to trust account 598,095 (462,708)
Net increase (decrease) in other short-term borrowings (584,159) 330,510
Proceeds from issuance of long-term debt 953,223 927,931
Repayment of long-term debt (464,283) (1,047,194)
Proceeds from preferred stock issued by subsidiaries �  700,000
Dividends paid (7,029) (12,861)
Other�net (38,167) 2,340

Net cash provided by (used in) financing activities 1,753,391 (1,781,651)

Effect of exchange rate changes on cash and cash equivalents (5,829) 2,004
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Net increase (decrease) in cash and cash equivalents (101,639)
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