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(1) Financial highlights of FY2011

Real banking profit increased by JPY 1.5 billion (+3.5%) year-on-year, mainly driven by expense reduction and

gains from securities.

Net income was JPY 13.4 billion (JPY 0.2 billion increase, or +1.3% year-on-year) due to credit costs reduction
and increase of real banking profit, despite the negative impact from reversal of Deferred Tax Assets (JPY -

2.5 billion) with lower effective corporate tax rate.

[0 Non-consolidated

(JPY billionOd

FY2011
Change from FY2010 Difference from plan
Net interest income 770 O 2.5 -
Net fees and commissions income 18.1 0.5 -
Core gross operating profit 95.1 O 2.0 0 2.0%
(-) Expenses 57.8 O 0.6 -
Core banking profit 37.3 O 1.4 0 3.7%
Gains/Losses from securities 4.7 2.9 -
Real banking profit 420 15 3.5%
Gains/Losses on stocks [1 5.0 0 0.4 -
(-) Credit costs 9.1 0 2.8 _
Ordinary Profit 2_6‘5_42. 3_‘_2 14.1% 0.1
Net income 134 02 1.3% 0.0
[] Consolidated(]
Ordinary Profit 27 .8 3.1 12.7%
Net #ncome 13.9 0.1 0.6% 0.1




// (2) Loans

E Term-end balance of total loans significantly increased both for Personal
and Corporate customers, with + JPY 102 billion (+2.3%) year-on-year.

E Targeting around JPY 100 billion growth at the end of March/2013, similar

level with grevious year.

B Number of corporate customers dramatically increased
mainly among SME”s, thanks to the promotion of Area

sales staff system.

Term —end balance of total loans [ 57021 i
billion vs. the
7 9P bilion® +JPY 102.0 billion |
yoy+2.3% (] 4,569.1
44273 43650 44670 E 5
1,081.2 43540 — gloog '
1,110.2 1118
~ Personal |
+JPY 23.7 billion
yoy+2.1%
3,331.8
3,346.1 Corporate
32438 32535|  |+3pY 78.3 billion
+2.4%
| |
09/3 10/3 11/3 12/3 13/3 plan

Number of corporate loan customers

Acquiring

25,000 customers

0 Number[

24,054 24019

21,033 21156

Number of
corporate loans
+1,188 yoy

50

<D

23,948 Number of

SMEs*
+1,110 yoy
+5.2

22,323

21,213

SMEs* = companies with less
than JPY 1 billion sales

09/3 10/3

11/3 1273




// (3) Loans

B Term-end balance of SME loans started to rebound B Promoting housing loans to meet customer needs,
with JPY 55.5 billion increase (+1.9%) year-on-year . based on the profitability and interest risks.
Term-end balance of SME loans Term-end balance of housing loans (including Flat 35)
+JPY 31.9 billion ||
0 JPY billiond - 0 JPY billiond y0y+37%
+JPY 55.5 billion
yoy+1.9% 890.6
3,113.2 858.7 75.6
Flat 35
840.0 50.6 +PY 25, billon
3,051.4 804.1 325 yoy +49.4%
3,026.4
32.1
2,995.9
Housing loans
+JPY 6.9billion
yoy +0.9%
815.0
808.1
807.5
7720
.................................................................................... floating
(110.3) (133.5) |__interes
(99.8) (105.0)
09/3 10/3 1173 1273 09/3 10/3 1173 1273
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(4) Securities

B We have enhanced our portfolio with stable asset management while closely monitoring interest risk and credit risk.

Securities portfolio (term-end balance)

F Do not own any European sovereign bonds as of March end, 2012,

E Shorter duration of domestic bonds to contain interest risk,
despite the increase of balance.

11/3 12/3 feals
yoy change

Duration of

domestic bonds 4.63 4.20 -0.43

E Interest rate risk is at a low level.
\ 11/3 12/3
yoy change

Outlier measurement 10.6% 9.5% -1.1%

E Gains/losses from securities/stocks improved from previous year.

FY10 FY11 JPY billion

yoy change
Gains/Losses from securities 1.8 4.7 2.9
Gains/Losses from stocks -4.6 -5.0 -0.4
Gains/losses from securities/stocks -2.8 -0.3 2.5

E Amount of risk assets subject to significant fluctuation in

value has been reduced.

yoy 1 -JPY 62.9 billion
+JPY 222.8 hillion vs. the end of
0 JPY billionO 18136 12/3
280.3 1.750.7
1590.8 Other
1,553.9 — |
3014
1'454'9 ks 971 Stocks I
336.2 :
1515 Foreign bondsll
1050 Regional :‘
111.2 148.1 ethment |
678 bonds
iL17.4 111.4 115.4
92.6 106.9 1136.6
88.6 1,001.2 Governmentl
907.2 bonds
819.8
09/3 10/3 11/3 12/3 13/3 plan

11/3 12/3 JPY billion

yoy change
Securitized products 11.6 4.3 -7.3
Policy investment stocks 96.2 90.5 -5.7
Total 107.8 94.8 -13.0

* Balance before fair value adjustment; figures in parentheses () show yoy change
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(5) Deposits and Personal assets under management

F Term-end balance of total deposits significantly increased both for
personal and corporate customers, with +JPY 165.7 billion (+2.9%) year-

on-year.

E Targeting JPY 4,040 billion for personal deposit balance, exceeding the JPY

4 trillion level at the end of March 2013.

E Personal assets under management steadily increased by JPY 105.9
billion year-on-year.
B Targeting JPY 5,070 billion at the end of March 2013, exceeding the
JPY 5 trillion level.

Term-end balance of total deposits

Trend of personal assets under management

+JPY 35 billion
. +JPY 165.7 billion vs. the end of
00 JPY billionO y0y+2.9% 12/3
5,925.6
seog 5729  pAE  RT
5413.8 3002 306.3 : ;
2729 |
. 15486 0199 |
1.428.1 g i Corporate :
+JPY 66.9 billion g
yoy +4.3% S
Exceeding
JPY 4,000 billion
3,870.0 3964.6
3,712.8 3,802.7 : :
- Personal i ]
+JPY 94.6 billion
yoy +2.4%
09/3 10/3 11/3 12/3 13/3 plan

[0 JPY billionO

4,528.4

A3/

Tt

275.1

3,712.8

4,694.1

514

266.2

3,802.7

+JPY 158.1

+JPY 105.9 billion

yoy+2.2%

billion vs. the
end of 12/3

4,805.8

4911.7

579

2441

330.3

303.5

376.4

290.9

W Sz::u;tie: :
2012 1”—”'

Government
bonds

Insurance

Investment
trusts

3,870.0

3,964.6

Exceeding
JPY 5,000 billion

Personal
deposits

09/3

10/3

11/3

12/3

13/3 plan
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/  (6) Non-interest income and Lifetime transaction service

E Hiroshima Bank’s ratio of non-interest income is one of the E Hiroshima Bank’s share of pension- and wage- receiving
highest among leading regional banks. accounts is increasing steadily.
Ratio of non-interest income, income from services transactions, etc. Regional Share of Wage and Pension Accounts
0 JPY billionO 97 5t Ml%
25M 39.4%
- Wage Accounts
Ratio of non- share in Hiroshima
Lehman Shock Interest income
Sep. 08
v
17.9 17.6 18.1
16.4 3.6
2.7 3.3 Investment
2.7 bankin
37.6%
6.4 6.3 : )
Custo t
60 A un)(/jearsse S
ﬁagement 3 O ' 5 %
30.4%
8.8 N Pension Accounts
i .7 8.0 8.4 " v share in Hiroshima
Domestic 29.6% 296%
_exchange etc. '
FY08 FY09 FY10 FY11 09/3 10/3 11/3 12/3

Ratio of non-interest income: ratio of non-interest income to core gross operating profit



// (7) Expenses

B Enhanced cost reduction initiatives have lowered the expenses by JPY 0.6 billion year-on-year.

Expenses and Core OHR

Core OHR  Expenses/Core gross profit

N — Cost-reduction initiatives
60.1% 6Q,8% : :
57.6% : : Pursue Cost Structure Reform Project with
yoy greater thoroughness.
-JPYO0.6billion . . L.
60.8 1.4 594 > Detailed review of existing expenses
: 1.0 58.4 06 578
o Implement Business Reform Project.
(being implemented progressively from October 2010)
209 292 283 » Wide-ranging review of business processes
i 27.6 reduction (concentration) of front-office operations
(concentration)/simplification of back-office operations,
etc.
Non personnel : [TTPCe : ” c
~3PY0 7billion > Review of “joint-use basic system” outsourcing
contract
Cost-savings through Business Reform Project etc. vs. FY2010
30.9
80.2 30.1 30.2 FY2011 FY2017plan
Personnel Building costs -JPY 0.3 billion -JPY 0.4 billion
+JPYO0.1billion
Personnel costs -JPY 0.1 hillion -JPY 1.8 hillion
' ! : : : Total -JPY 0.4 billion | -JPY 2.2 billion
FY08 FY09 FY10 Fy11




/ d (8) Non-performing loans (NPL)

B Enhanced support to revitalize customers” businesses resulted in
substantial decrease of NPLs, and lowered NPL ratio significantly.

® Steadily reducing credit costs and securing extra reserves
for borrowers in scope of SME Financing facilitation Act.

NPLs (term-end balance) and NPL ratio

Credit costs and credit cost ratio

31% %

NPL ratio after partial direct depreciation 0.53%
2.7% o7 Leading regional N
282y N UPPUUDITREPPPPE SRR A X A7 bank average 0 JPY billionO Credit cost ratio
0 JPY billionO
1284 2 31% Hiroshima Bank
105.2
22.6 252 20.4
Sub-standard
86.8
61.3 705 65.8 Doubtful
14.6
il
) 0.1
26.1 28.1 20.2 190 “Bankrupt, etc.
09/3 1073 1173 12/3 FY08 FY09 FY10 FY1l

10



/7 4 (9) Non-performing loans (NPL)

E Further promoting “local community-oriented banking services” to enhance our support to revitalize the customers” businesses.

B Providing optimal solutions to meet the customer needs with both qualitative and quantitative analysis for the borrowers in scope of SME

Financing facilitation Act.

Local community-oriented banking services

Consulting services

(=

Loans Planning
(Management HQ)

" Control

Local community-oriented banking services
promotion management (one staff)

~C

Loans No.ldept.

| Loans No.2 dept.
Goordinat®! (in charge of CF)

Branch

Area staff for local community-oriented banking
services promotion (22 people)

Corporate sales

M&A, turnaround support, overseas
business support etc.)

SME rehabilitation support council

Enterprise Turnaround Initiative Corporation

10y Buioueuld NS Jo adods Ul S1emollog Uo SisAfeue aaIzelend

Borrowers with self-
rehabilitation potential

AAdvice on business improvement

Borrowers who need
drastic turnaround

AUtilize DES, DDS and corporate
rehabilitation fund

Borrowers incapable of
continuing their businesses

ZAdvice on the premise of debt
restructuring etc.

suonm%do 1181 SZIfeW.ION

11



// (10) Capital adequacy ratio

I Non-consolidated capital adequacy ratio further improved to
12.06% (above 12% level), with Tier 1 ratio increasing to 8.27%.

Tierl Steady increase with accumulation of retained earnings.

Tier2 JPY 7 billion of subordinated capital notes are reduced.

B Effective capital adequacy ratio more than tripled compared
to 10 years ago (March end of 2002), to JPY 239.4 billion with
accumulation of retained earnings.

I Deferred tax capital has fallen due to pursuit of tax exemption.
financial base strengthened

Non-consolidated capital adequacy ratio and Tier 1 ratio

Trend of effective capital adequacy ratio

JPY hillion

Non-consolidated
capital adequacy ratio
11.94%
11.82%

11.24% Above 12%
429.9 436.0 428.3 432.1
161.8 160.6 142.7 135.7

Tier2etc
296.4
285.6
2754 B .
I
268.1 B o
/.// 796
’// 7.46% Tierl
7.00% Non-
consolidated
Tier 1 ratio
L ]
09/3 10/3 11/3 12/3

JPY billion
267.7
2470 257.1 e N
eferred tax
; 283 “capral
33:0 -
e 239.4
224.1
204.8
153.9 +JPY 165.5
billion
80.0
(3.9
Effective capital
adequacy ratio
02/3 10/3 11/3 12/3
* Effective capital adequacy ratio: shareholders” equity — deferred tax capital

12



Serving customers is always our top priority — endeavor to be your “First call bank’ LBEIR1T

// 2. Earnings estimate for FY2012
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// (1) Earning estimate for FY 2012 and Dividends

B Our plan is to increase both Ordinary profit and Net income.
B Expect dividends of 5 yen per share (full year) in FY12 based on payout table.

Earning Estimate for 2012

Dividend Policy and Payout Table

B Ordinary profit
B Net income

JPY 26.3billion yoy +3PY 0.1 billion +0.4%
JPY 16.0 billion yoy + JPY 2.6 billion +19.5%

Stable dividend

Annual dividend of 5 yen per share

Performance-

If our consolidated net income exceeds
JPY 18.0 hillion, 20% of the surplus will be

(JPY billion) i
0 AFYll FY12 based dividend returned to our shareholders as dividend
Ctual D O planO Change
Net interest income 77.0 75.1 -1.9 - ' Dividend per share . .
Consphdated e i Consolidated payout ratio
Net fee and commissions 18.1 18.0 -0.1 - Income (A) Staple | @rermance-sed | (A) + (B)
- - under 18 billion 5 yen 0 yen 5 yen 174 and over
Core gross banking profit 95.1 93.1 -2.0 -2.1% —
18 - 21 billion 5 yen 1 yen 6yen | 17.9% and over and less than 20.8%

) E - - e
() Expenses >7.8 S7.6 0.2 21-24hillon | 5yen 2ven | Tyen | 18.2%and over and less than 20,8
Core banking profit 37.3 35.5 -1.8 -4.8%

Gains/Losses from securities 4.7 1.4 -3.3 - o —
Real banking profit 42 .0 36.9 -5.1 -12.1% o

Dividend forecast for FY12

Gains/Losses from stocks -5.0 -1.1 3.9 -
(-) Credit costs 9.1 8.5 -0.6 - Dividend per share (annual) FY12
Ordinary profit 26.2 (26.3) 0.1/) 0.4%/ Interim(plan) Year-end(plan)
Net Income 13.4 GG_O 2 6 1950 Dividend 25 Yen 25 Yen 5.0 Yen
Consolidated Net Income 13.9 16.4 2.5 18.3%

14



Serving customers is always our top priority — endeavor to be your “First call bank” LBEIR1T

s 3 Overview of the New mid-term plan 2012
7/ ‘Challenge for Innovation’
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(1) Framework of the New mid-term plan 2012

Management vision Develop a reliable “Hiroshima Bank Group” (the Bank Group) with strong connection of mutual trust with local community.

Customers” growth and prosperity will stimulate the local economy, and improve our earnings as a result.

Rejuvenate the

local economy

In the same boat
(work as oneteam)

Improve the Bank 5 Prosperity of our
Group earnings / customers

Collaboration with
local government

[CMRERTT

Mid-term plan 2012 “Challenge for Innovation® FY12 - FY14

To ensure overwhelming position as a leading bank under ever-competitive and harsh environment in financial services industry,
we need a drastic change in our mindset and behavior to be the preferred bank by our customers.

Changing our All employees should drastically review conventional processes, make a bold move to deliver
mindset/behavior results.

Basic policy Ensure overwhelming position as a leading bank through drastic “transformation of mindset and behavior”

Slogan Be the “First call bank” that always puts customer-service as top priority !

16
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/ (2) Framework of the New mid-term plan 2012

Key initiatives Management KPI’s
Enhance our customer
relationship through Strengthen our FY2011 FY2014 forecast
dramatic increase of ear nings power
ZEVlEs Core banking profit ~ JPY37.3billion | Abovl(?”‘-JPY 40 I
_ _ Consoldated JPY13.9billion | Ab""l ‘?".JPY 20 |
SaIES/Marketlng Strategles With 1 Yen dividend increase
(6Yen/vean
Consolidated
: : : 8.3 9.0% or more
HR strategies Tierl ratio
Credit cost ratio 0.20 0.15% or less
Risk management
Core 60.8 58.5% or less
Low cost operations ROE 4.7 6.0% or more

Admin/IT strategies
Dividend payout policy

Alliances (partnership)

Our policy remains the same: Stable payment +
performance linked return to shareholders based on
payout table.

17



// (3) Overview of sales/marketing strategies

Drivers of Sales/Marketing strategies

Key initiatives

Grow the steady stream of earnings
(stock business)

Strengthen the sales force by
reducing HQ staff etc.

Expand the service for SME customers.
Increase market share in Hiroshima Prefecture. | 34.5% - 38% (FY14 I

Expand market share in the neighboring three Prefectures.
| 5% — 6% (FY14) |

Further promote personal loan business.

100 people

Enhance the consultation-based sales

Enhance our coverage for growth industries.
More focus on corporate rehabilitation support.

Monetize (make profit of) the customers” overseas expansion support.

Contribution to local economy through better
alliance with government sector

Enhance our support for large scale development projects within the
Prefecture and initiatives to revitalize the community.

Channel restructuring

Review our branch network.

Better utilization of Internet channel.

18



// (4) Growing the steady stream of earnings (stock business): Strategies for corporate customers loans

B Net interest income expected to rebound after hitting the bottom in FY12 by increasing the loans mainly to SME”s.

»Enhance the customer relationship through drastic increase of activities.

Reviewing the branch admin process drastically to allocate more time for sales promotion.
Increase the sales force (+ 100 people) by reducing HQ staff etc.

Net interest income forecast

— FY12 FY14 S
T Fyil plan plan . vs. FY11

Net interest income | JPY 77.0billion | JPY 75.1billion | JPY 77.8billion +JPY 0.8billion

Forecast of average loan balance (of which for SME”s) Number of corporate loan customers plan
JPY billion +J PY329 6 I 4’7643 0 numberO
A ‘ billion | E'a e
1,885.3 To achieve net /
For SME”s increase of 3,000

corporate loans

ettt customers in three

/ years

4
25,136

2,748.8

2,549.4

FY11 FY14 plan

12/3 15/3 plan




// (5) Growing the steady stream of earnings (stock business): Strategies for personal customers personal loans

B Enhance the businesses for personal customers by ensuring cross-selling with
service recommendations based on customers” lifecycle

Key initiatives

Specific action plans etc.

Maximize lifetime profit
of housing loan customers

Expand the insurance product sales through Area sales staff system.
(taking advantage of deregulation for bank OTC sales)

Ensure cross-selling of “exclusive super card loan for housing loan customers” etc.

Enhance the function
of Housing loan center

Expand the insurance product sales at the Housing loan center (taking advantage of deregulation for

bank OTC sales).

Forecast of average balance of personal loan (housing loan)

Trend of credit facility balance of exclusive super card
loan for housing loan customers

JPY billion
1,212.6
1’;;%0 [ 875.9
' +JPY94.6

illi Housing loan
billion e R

billion

FY11 FY14 plan

JPY billion, number

ARRER A B AT

AL S R < S
SUPER CARD LOAN

+ | customers

= | 15,000

st

| To achieve ‘
 ma -~ significant growth |
Number of 7 1 |
contract JPY

26 0.8 12.0billion

8 0.3 o

11710 U 11/12 12/3 1573 plan

20



/ (6) Strengthen consultation sales capabilities
/ Contribution for local economy through better alliance with government sector

Contribution for local economy through better alliance with

Strengthen consultation sales capabilities
government sector

E Further differentiation from other banks through enhanced B Actively offer our network or solutions from early
services to growth areas/new business areas. stage of project.

B Setouchi umi-no-michi (ocean road) project

> Healthcare/welfare »Adding value to the local “Setouchi” brand to create more affluent local

B Enhanced services society by rejuvenating local industries and more exchange of people

to growth areas >EnV|r_onment/energy »Budget target: JPY 600 billion for tourism-related consumption, and
0 » Tourism JPY 1 trillion spill-over effect within Hiroshima Prefecture
M.
%— E Businesses for > Advice on inheritance tax, gl Participation to the Planning committee
2 elderly people business succession etc =1 (we are the only one among financial institutions)
[0}
& B Redevelopment project around Hiroshima station

. »Better support for companies’
B Overseas expansion .
overseas expansion

support .
i > Promote FX trade Corstcton st 1

treatment center
and shopping mall

_ » Agricultural sector
New business areas »Community business

(rehabilitation of large apartment complex)

Completed

[ v
Enhance the sales force by cutting HQ staff etc. N > o/l |
20 people = b X ﬁ;{w'ﬂ ﬁx

o)

Block B (image) (Source) Hiroshima City web site Block C (image)
Futaba-no-sato: urban development project

R

e




// (7) Channel restructuring

B Review our branch network and enhance the Internet banking channel to improve customer convenience and
differentiate our services from other banks.

Review our branch network Enhance the Internet banking channel

B Increase the number of branch available on
weekends/public holidays.

B Establish the Internet branch.

»Expand customer base and capture more deposit/loan business
from local and other areas with simple account-opening processes.

B Expand services (deposit, FX etc.) at the
branches open on public holidays etc.

E Increase online banking transactions via smartphones.

B Consider opening more Housing loan center.

Portal screen (image) Balance inquiry screen (image)

L] LT
i R

B Enhance the function of call center.
»Expand the personal loan business through enhanced telephone marketing.

»Promote operational efficiency through centralization of inbound branch phone
calls to HQ.

B

‘l Full renewal of Web site April 2012 - . \

22




// (8) Human resources strategies

E Enhance the quality and scale of sales force to transform the employees” mindset/behavior, by leveraging more
female workforce, improving management skills among managers/supervisors, and quickly develop younger
populations who will serve as core staff.

Initiatives to leverage more female workforce

> Better utilization of Council for active and lively women.
(to study ideal workplace for motivated and talented women)

>Free college courses and seminars for women.

»Support for highly motivated women with proper operations of systems by different
curriculum/course.

Role/title Goal by the end of FY14
Female manager/supervisor 75 people (March/12) —» | 100 or more
Female rep for corporate loan/specific account/area sales 57 peop|e (March/12) — 100 or more

Enhance management capabilities among managers/supervisors (development of strong leadership)

>Free college courses on holidays with outside speakers on the topic of “management”.
»Enhance the contents of management training program for branch managers/general managers.

Value enhancement of younger employees who will grow as core resources

>Ensure to build HR development cycle through combination of “On-JT” and <Off-JT? n 2007, 08, 09 (representing 16% of our headcount)

23



// (9) Low cost operations

B Newly establish the function of “business process transformation promotion” (two people) who will closely work with
the staff in charge of “business process transformation” at each department to build the true “low cost operations
system”. This is to drive/control the bank-wide initiatives for efficiency improvement and cost reduction.

Key initiatives

Specific action plans etc.

Reduce admin work at branch offices

Allocate more time for sales promotion, by reviewing the business process for entire operations and
.................................................................................................. Improving branch operation efficiency.

Status management of on-going

Make sure to track progress for these projects mainly for deposit/FX operations, and reduce admin
“business admin reform projects’ costs (primarily personnel expenses).

Plans for personnel expenses

Plans for non-personnel expenses
JPY billion JPY billion | f
ncrease 0 C f
30.2 depreciation +1.41-0.8 Ono_sgtoci:nugt cE)OsT
~ dueto structure reform initiatives
investment etc.
‘ ~JPY1.1 276 N
illi ot Cost cut from
billion BPT* projects under -JPY0.2
new mid-term plan billion
29.1 274
FY11 FY14 plan FY11 FY14 plan

*BPT: business process transformation

24



// (10) Alliances (the Bank Group strategies)

B Strengthen our earnings capabilities through better alliances among the Bank Group.

Key initiatives Specific_action plans etc.
More collaboration with Hirogin Utsumiya

. Further promotion of financial product brokerage business.
Securities

Enhance the business matching service with Hirogin Lease.

Better alliance with Hirogin Lease .
Capture more overseas capex projects.

The Bank Group Net income trend of Hirogin Utsumiya Securities

»Steady trend of profit amid sluggish market of financial instruments.

Hirogin Autolease /

Hirogin
Business Support
-\ [ Hirogin Mortgage
Service

FYl1 FY14 plan

»Increase the profit synergies through enhanced collaboration.
Hirogin Utsumiya JPY million 754
Securities

Hirogin Wealth
Management

JPY
+428million

326




// Reference for this material JIRESRT

This material contains statements about future business performance.

These statements do not guarantee future business performance and are subject to
uncertainties.

Please note that actual future business performance may differ from our goals depending on
changes in the business environment and other factors.

Management Planning Division, The Hiroshima Bank, Ltd.

Phone: 082-504-3823
FAX: 082-504-0171
URL.: http://www.hirogin.co.jp/




