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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.
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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

12

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

25



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
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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

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

50



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)
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