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// 1. Highlights of Interim FY2015 /IR T

1 |

Interim net income increased for seven consecutive periods on a parent
company basis, updating the historical high in three consecutive periods on a
consolidated basis

Realized gains on the sale of securities totaled 4.0 billion yen, helped by the

2 dynamic trading with proactive insights regarding market trends

3 Banking profit (before transfer to general reserve for possible loan losses)
increased by 6.0 billion yen year-on-year

4 Average balance of both loans, deposits, etc.(deposits + NCD) significantly
Increased year-on-year

9 || Core OHR dropped to some 50%

6 || ROE reached a high level close to 9% despite an increase in net assets
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(1) Summary of business performance in interim FY2015

Yd/n="

® Net banking profit in the interim FY2015 was up by 6.0 billion yen (+32.5%) to 24.3 billion yen on a year-
on-year basis, reflecting an increase in net fees and commissions income thanks to enhanced
consulting sales, lower expenses, along with the improvement of gains/losses on bonds.
Interim net income was up by 5.2 billion yen (+40.6%) to 17.9 billion yen, recording an increase for the
seventh consecutive interim period. Interim profit attributable to owners of parent also increased on a
year-on-year basis, up 5.7 billion yen (+44.2%), to 18.5 billion yen, recording an increase for the three
consecutive periods. o %" 3.
(billion yen)
Result in interim
Difference fr th
F12015 | YoY change ( Changerate ) | Sieneeren i
Net interest income 374 -0.1 1.9
Net fees and commissions income 10.0 0.7 05
Core gross banking profit 47.4 06 ( 1.3% ) 24
- Expenses 26.5 -0.9 -0.5
Core banking profit 20.9 1.5 ( 1.7% ) 29
Gains/Losses on bonds 3.4 4.5 3.1
Net banking profit '243 26.0 ( 32.5% ) 6.0
Gains/Losses on stocks 0.6 -0.2 0.4
- Credit costs -1.5 -0.6 -2.0
Ordinary profit 26.5 7.3 ( 37.8% ) 8.6
Interim net income ©17.9 '} 52 | 40.6% ) 6.0
Consolidated net income 27.5 81 ( 41.7% ) 9.0
Interim profit attributable to R
P 185 | {57t 442% ) 6.2
owners of parent KRR




// (2) Net interest income
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B A decrease in interest on loans was largely offset by a reduction in funding costs, which left a decrease in

net interest income limited to 0.1 billion yen on a year-on-year basis.

B Net interest income remained more or less in line with the previous year’s level, largely helped by the efforts

focused on seeking a net interest spread amid the protracted low interest rates.

| Breakdown and change details of net interest

Income (average balance and interest)

(Billion yen)”

Result in
interim FY2015 YoY change
Interest on loans 319 -0.5
Interest and dividends on securities 8.3 0.0
Deposits + NCD interest (-) 20 0.0
Other interest expenses (-) 0.8 -04
Subordinated financing costs (-) 0.2 -0.3
Net interest income 374 5 -0.1)F
Loans bk
0.5
K_/% e
\ (Billion yen)
Averag
balanc:
+1.5
Interim H Interim
FY2014 _ : Interest FY2015
375 : -0.1 374

i 20

securities

Deposits+NCD
+0

Interest and
dividends on

Trend of net interest income

24

8.3

32.4

|
i | 2.0|

8.3

(Billion yen)

Interest and dividends on
securities

Net interest income

37.4

Interest on loans

Other interest
I_ ——————— — expenses

2 0 Deposits + NCD
- interest

Income

Interim FY2012

Interim FY2013

Interim FY2014

Interim FY2015
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/ (3) Net fees and commissions income / IRESRT

' ® Net fees and commissions income increased by 0.7 billion yen on a year-on-year basis, reflecting an increase in commissions
related to retail asset management on the strength of the intensified sales campaign for installment insurance products

. catering to the needs in relation to inheritance.

| B Sales value of financial instruments remained more or less in line with the previous year’s level, disregarding the lower sales

value of public bonds.

Breakdown of net fees and commissions income Sales trend of financial instruments
. Billion yen
Result in (Billion yen) (Bilion yen)
interim FY2015 | v,y change 116.2
75 | 110.1
Investment banking 1.4 0.1 99.9 5 |
Syndicated loan, etc. 0.8 0.1 - { 152 99.0 T
o 54 e |
Retain asset management 3.9 0.2 ‘ 135 18.6 |- depos
o, R 22 4 15-'5 _Financial
Insurance products 1.9 0.2 D
Personal loan-related -1.3 0.4 19.1 Public bonds
12.8 24.1 ]
Others 6.0 “‘9_-9. i zs,lﬁl Insurance I
Net fees and commissions income 10.0 ': 0.7 :
23.6
60.9

53.6

35 ? 44'5 Inv?rsl;tgent |

Interim FY2012 Interim FY2013 Interim FY2014 Interim FY2015



// (4) Expenses /TR

| B Expenses were down by 0.9 billion yen from the corresponding period of last year, chiefly due to a
decrease in deposit insurance premiums and retirement benefit expenses.

| B Core OHR was reduced to some 50%

Trend of expenses and core OHR Breakdown of expenses
(Billion yen) (Billion yen)
Non-personnel expenses
60.0% Core OHR I "
\8.4% 58.5% in factors ange
Decrease of deposit insurance premiums: -1.1
_0.5 . 5-8%
28.0 ——= 275 01, 274 ﬂ System upgrades, etc. associated with customer
26.5 .
channel development: +0.4 -0.6
(ATMs, Personal internet banking)
13.2
4 2> 12.3 Increase of size-based business tax, etc.: +0.1
Non-
pers?)rr]mel
-0.6
Personnel expenses
Main factors Change
14.8 14.4 14.5 14.2 Decrease of retirement benefit costs: -0.5
-0.3
Persoognell Increase of social insurance costs, etc.: +0.2
L] T T T | l L]

Interim FY2012 Interim FY2013 Interim FY2014 Interim FY2015
* Core OHR = Expenses / Core gross banking profit
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(5) Balance of loans, deposits, etc. (deposits + NCD)

JRBERT

B Average balance of loans significantly increased in business, personal and local public sectors, up by 237.5 billion yen (+4.8%

YoY)

. B Average balance of deposits significantly increased in both personal and corporate sectors, up by 382.1 billion yen (+5.9% YoY)

Trend of average balance of loans

4,500.0

361.8

1,139.4

2,998.8

o
-

4,683.2

415.7

1,186.1

3,081.4

+JPY 237.5bn (L)
(YoY+4.8%) | 9,148.5 —
' . ocal public
4911.0 |
— 514.3| +JPY 45.96n |
P (YoY+9.8%) |

1,236.8

3,205.8

I swm .

+JPY 54.1bn
(YoY+4.4%)

1,290.9

Business loans
+JPY 137.5bn
__(YoY+4.3%

3,343.3

.

———

5,905.6

Personal Ioans| I 278.8 '

1,621.4

4,005.4

+JPY 382.1bn
(YoY+5.9%)

I - Trend of average balance of deposits (deposits + NCD) |

I (Billion yen)
,835.8 |

6,453.7
6,185.9
3225 |

1,868.7
1,739.5

2 |

4,123.9 4,251.4

370.3

Local public
finance
deposits

+JPY 36.7bn

YoY +11.0%

2,032.0

Corporate

deposits
+JPY 163.3bn
(YoY +8.7%)

Personal
deposits

4.433.5 +JPY 182.1bn
YoY +4.3%

Interim FY2012

Interim FY2013

Interim FY2014

Interim FY2015

* Local public loans means loans to local public organizations and public corporations.

Interim FY2012

Interim FY2013

Interim FY2014

Interim FY2015
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// (6) Loans to retail clients and individuals /" ILEERT

| ® Average balance of loans to small- and medium-sized enterprises and the number of borrowers for business loans significantly
increased, supported by active marketing using the area marketing system.
B The balance of personal loans significantly increased by 50.6 billion yen (+3.9% YoY) as a result of bank-wide promotions
' ___focused on personal loans.

Trend of loans to SMEs (average balance)

Trend of average balance of personal loans (including Flat35)

(Billion yen) +JPY 50.6bn Billi
Kiadores Vorsagh | et
- . Oth
b=t 1,324};0 Rl %TEGb/n)
ey - oY +9. OO
2,057. 61.9
: 1 ’265'5 Cl:onsumer
1,949. 1 ,21 7.9 6.5 loans
1,884.5 5 53.5 +JPY 5.5bn
(YoY +9.8%)
4 kD 9.8
- 1 , ; - 335.4 |
Interim FY2012 Interim FY2013 Interim FY2014 Interim FY2015 285.0 Real estate
- I
267.9 +JPY 28.9bn
Trend of the number of business loan borrowers J LY rOA%)
— E— - Flat35
(Number of 131 |.

Number of business 28.013 29 001b0rr0wer$) 79.4 ' (\\(Jop\\((-:jl'.SGE/:)
loan borrowers - ’ +988(YoY +35 ) | _ 78.5 r— 1
o5 58 25,771

24 971
23,721 +800(YoY+3.2 ) 887.9
2 816.2 841.1
Number of retail — :I ﬁ?]gs\i(niq gl.cgr |
Bl (Retail clients = those with sales less than JPY 1bn) \_—l/ . N &)

End of Sep. “12 End of Sep. “13 End of Sep. “14 End of Sep. 15 Interim FY2012 Interim FY2013 Interim FY2014 Interim FY2015



(7) Securities
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holdings, with bond duration remaining short.

| ® In addition to the high level of unrealized profit, realized gains on the sale of securities totaled 4.0 billion yen, helped by the

.___dynamic trading with proactive insights regarding the market trends.

# Balance of securities decreased by 80.0 billion yen compared with the end of March 2015, reflecting a reduction in JGB

(Biion yen)

Trend of average balance of securities

Trend of bond duratiorj

(Year-)

- 4.63
- -80.0 billion yen | 4.45
1,901.1 LRI ‘ 4.06 3.98 400  3.97
1,860.3 et 1,888.8 4.44 o
273.2 | _Others | 420
286.6 2949 269.8
; 3.50 3.45
200 LStocks | 3.12
98.3 2.81
166.1 222.7 3520/ Foreign
" End of Endof ' End of Endof ' Endof Endof ' End of
_1494 | 154.5 J N Mar.“11  Mar.“12 Mar.13  Mar.“14 Sep.“14  Mar.“15 Sep.‘15
144.0 Municipal - - —
Trend of net unrealized gains (losses) on securities |
(Billion yen)
Interim FY2015
Realized gains on securities |
JPY 4.0b
1,159.9 1,142.4 _a -
Y 1
— -6.1
End of End of End of End of End of End of End of
Interim FY2012 Interim FY2013 Interim FY2014 Interim FY2015 Mgr. ?11 Mgr. ?12 Mzr. 913 Mgr. ?14 Senp. ?14 Mgr. ‘015 Se?p. 915

10



/7 (8) Credit costs and nonperforming loans
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_[I 1.5 billion yen was booked as a gain associated with the reversal in credit costs, as a result of active support

- for management improvement of clients.

‘B NPLs (term-end balance) increased by 7.9 billion yen on a year-on-year basis, with NPL ratio remaining low

| at 1.79%.

Treni of_credit costs

(Billion yen)
0.19%
| Credit cost ratio
4.4 /
0.06%
-1.5
-0.04%
-0.06%

Interim FY2012

Interim FY2013

Interim FY2014

Interim FY2015

Trend of NPLs (term-end balance) and NPL ratio

2.42%

. _ (Billion yen)
NPL ratio (after partial
x5 direct amortization)
.06%
111.8 1.70% _I_f'_‘l%
98.7
259 93.7
— 85.8 i
31.4 19.4 | Sub-standard |
225 ]
67.4
528 65.5 | Doubtful |
52.4
‘ |
A8> | 14.4 I I | :
10.9 I 8.8 |Bankrupt, etc. |

End of Sep. “12 End of Sep. ‘13

End of Sep. ‘14

End of Sep. ‘15 11
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' ® Consolidated capital adequacy ratio was at a sufficient level of 12.16% despite an increase in loan balance,
helped by a reduction in subordinated bond balance.
® ROE reached a high level close to 9% despite the consistent expansion in net assets.

| Breakdown of consolidated capital adequacy ratio | Trend of ROE
Basel Il Basel Il 8.7%
Consolidated E
capital adequacy 13.73%
ratio ‘\4
11.94 12.17% 12.16% (Billion yen)
g3 |
(Billion yen)
Subordinated
financing
Moody’s Credit Rating 410.0
125.0 115.0 Upgraded from Baa1 to A3 359.5 2
- (Nov 12, 2015) 336.4 ; Net
296.0 assets
46.0
26.0
" Interim FY20.12 " Interim FY2013  Interim FY2014 ~ Interim FY2015 I Interim FY2012 | Interim FY2013 r Interim FY20‘I4r Interim FY2015.

Net assets= [Opening net assets total (equity warrants excluded) + interim term-end net assets total (equity warrants excluded)] / 2 1 2
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» (1) Strategies in the Mid-term Plan

Y=

J

Main points in each strategy

(1) Marketing strategy

(i) Enhance approaches to the personal market (Pg.15-17)
(i) Enhance consulting sales (Pg.18-19)
(iif) Active efforts for regional development (Pg.20-23)

(2) Human resource

(i) Nurture human resources that contribute to the development of local communities
by creating and providing new value

strategy (i) Develop a corporate culture in which a diverse range of people can play active
roles (Pg.24)

(3) ALM/Securities (i) Enhance profitability of the portfolio through proper risk taking

strategy (i) Appropriate and effective practice of ALM

(4) Operational
streamlining strategy

(i) Drastic streamlining in preparation for an increase in the amount of activity
(i) Streamline the administrative sector (Pg.25)

(5) IT strategy

(i) Study next generation systems while enhancing and nurturing IT personnel
responsible for the future

(i) Active utilization of IT to realize various strategies and measures

(6) Group strategy

(i) Maximize synergy effects by enhancing group governance
(i) Expand business fields (challenge new business)

Steady increase of internal reserves through :
ey Enhance the management foundation
profitability enhancement

14



/7 (2) Enhancement of approaches to the personal market 1
— Promotion of consumer loans —

JRBERT

B Achieved an improvement in the loan portfolio yield by promoting consumer loans with a relatively high interest rate.
B The amount of consumer loans executed increased by 26% on a year-on-year basis, reflecting the intensified PR activities
focused on the card loan business.

Trend of average balance of consumer loans | Trend of the amount of consumer loans executed

(Billion yen) —2 | YoY |(Mi|lion yen)
L GJ = f’ . change+26%
C— AT T "} .
Y _-=7 =
-. 5,484
2 0 64.0
61.9 4 MY LiFE PLLUS
One stop-shop for Others I [ — 4'345
diverse financing 58.1
needs in your life 11.4
54.1 el 2,679
50.1 105
8.2 Loans for
specified
3.8 Interim FY2012 Interim FY2013 Interim FY2014 Interim FY2015
7.2 PR enhancement
' Hanging ads in large
TV commercials _ Street car wrap ads shopping mf»llls
" 1 o -._E“. "
| Card loans | =" L]
40.1
38.7 |
? \I\_—‘I/I/
FY2012 FY2013 FY2014 1st Half 2nd Half FY2015

FY2015 (estimated)




~ (3) Enhancement of approaches to the personal market 2
— Promotion of the Card Business —

Yd/n="

'® Aim to acquire individual customers in the middle-mass market by intensifying sales activities toward

schools and business companies.
B Aim to grow the number of VALUE ONE card holders by stimulating potential needs for a multi-functional

card among the people applying for E-money-type premium coupons “HIROCA”.

Master
card

[VALUE ONE]
ot

m WALL
ONE "

credit functions)

(with integrated financing and

Famil
(with multiple functions coordinated with local businesses)

[ HIROGIN PASPY]

@ —— With PASPY function
QUICPay function

Credit card

VALUE
LOAN

B

repayable

[Student ID]

I —
w g
d Charge
ATM

New functions could be added to

m With QUICPay function

L8 LT

[Employee ID]
e e @

— With employee ID function QUICPay function

Elisabeth University of Music

(.

( Repayable on )

schedule

Small amount settlement

i With QUICPay function

i (YUME TOWN, YUME :

— With student ID function QUICPay function :
- Elisabeth University of Music meet diverse personal needs
_m . Hiroshima Dental Academy
i Fukuyama University : :
ATM card ﬁ ; Fukuyama Heisei University Lifelong learning program
Student ID function
[Alumni ID] =

=

ek

Museum entry
pass

Cinema entry
pass

| Repayable at _ L Mukaishima Dock ;
L any time - Hattendo
. B YUMECA SMILE MONEY
. S function function
|| Fixed amount [Premium gift certificate HIROCA ] Prepaid electronic  Prepaid electronic
money money

Small amount :
i settlement (upto i

50,000 yen)

(FRESTA)

* Plans included

(up to 50,000 yen)

MART, ETC.)

16
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/ (4) Enhancement of approaches to the personal market 3

— Expansion of customer base leveraging NISA —

LB

J

B Seek to achieve sustainable expansion of the customer base and growth of average balance of investment
trusts, through the aggressive initiatives aimed at growing the customer base regarding NISA

Asset

Attracting major customers for the future, leveraging new products

Prospective
major
customers \

Customers with work
(aged between 20
and 65)

Customers under
working age -
(aged between 0 < Junior NISA |
and 19)

NISA savings at wor

T
P

Characteristics of <HIROGIN> NISA savings plan at work
(Hiroshima Model

(1) For those who do not have time to meet a consultant at the bank on regular
business days during the week. Interested in asset management
opportunities without enough knowledge and experience.

Provide pamphlets and hold seminars at work, explaining the
service/product

(2) For those who cannot afford to start because of the heavy burdens including
housing mortgage payments and expenses related to child education.

It is possible to start with only 1,000 yen/month, using a bank
transfer

(3) For those who do not have opportunities to keep abreast of the daily market
movements and learn about financial instruments because most of the private
time is usually spent on hobbies and self development.

Establish the NISA savings web site accessible 24 hours a day, 365
days a year. Provide information regarding daily investment
performance by email named, Investment Trust NAV Notification.

Trend of average balance of investment trust for individual customers,
Plan, Actual and Contracts

(Billion yen, customers)

294.8/ 2976
295.0 -
- 61,000
2913 /7 ___.
Actual average 288.9290.2 . "5;2_5 2929
balance 2886 72916
200.0 288.8 . 2906
2901 0,362
289.2
Interim FY2015
2850 Average balance, - 60,000
B planned
285.2
9,743
280.0 -
58,731 - 59,000
275.0 . |Customers, actuall
58,811
58,556 58,662
58,187
270.0 14 . . . 15 . . . . . . . . 58,000
Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep
14 14 14 14 15 15 15 15 15 15 15 15 15 17



/ (5) Enhancement of consulting sales 1
/ — Promotion of business related to the business succession —

Yd/n="

# Establish a system capable of responding to the needs related to business successions in an appropriate and timely manner
B Seek to grasp the potential needs of corporate owners for business succession, aiming to provide solutions as well as

achieving revenue for the bank

Enhancement of sales approach towards the needs related to
business successions

Private banking business promotion office

Corporate owners
(Upper class) <
Around 500 clients

Consulting group for
corporate owners
(special team)

4
specialists

Consulting group for

10
corporate owners

specialists
J

A

Corporate owners
(Upper-Middle class) \
Around 7,000 clients \

And
New clients

Sales branch v

AN

ordinated
action

A
o

C

»  Promote sales approaches by the special team to corporate owners
»  Establish a system enabling each sales branch to close deals on its own,
leveraging its consulting capabilities
(Reference)

Client company’s stock evaluation (market capitalization)

Corporate owners (Upper, Upper-Middle):

Around 5 trillion
Around 7,500 clients

yen

upper-class corporate owners in those

Around 2.7 trillion
7,500: Around 500 clients

yen

_(Reference) Corporate owner consulting group (special team) targets.

b

80
Revenue —\ <&
1,500

32
2,500

600 <

1,000 5 000

2,000 |
FY2015 FY2016

170

,00C

5,000

10,000

FY2017

(Million yen)
< 300

,00C
Financial
instruments

10,000

Deposits I

0,000

DN

Loans

Five years
from now 1 8

]




7/ (6) Enhancement of consulting sales 2
— Promotion of business for the elderly clients —

Yd/n="

' Seek to achieve further growth in business for the elderly in collaboration with trust companies, while
providing products tailored to customer needs

Trend of contracts concluded for the elderly (inheritance related) | Provide products tailored to customer needs

- - (Contracts)
First case for a regional bank

Jun 2014: Launched <HIROGIN> Asset Trust, a specified money ::?rtsr:;rgti'(:)\r:zir?tgsifie d
trust with special agreement throuah TV
Sep 2014: Launched <HIROGIN> KAZOKU TSUNAGU Trust comn?ercials

First case for a regional bank

v F Established
I v <HIROGIN>OMOI
?;;L)Jégl)j& Announced capital participation in ASAHI i i / ,----- TSUZUKU Trust, the first wamean ‘
Jan 2014: Concluded a business tie-up with Yamada i i / | § calendar year gift trust
Escrow and Trust Co., Ltd. . E ] / . announced by a regional :
1 1 1 o ~ i
i i ] /7 T—— bank :
i ! i / i E ol
: ; ! ! g To be launched on » $e ¢
1 1 1 ' ! ! L -
i E i 381! Testament January 4, 2016 a® IAI f\
1 ] ' : ¥ & i1
i | | ml % BIYY
i ' 304 : : caen -
i i E 63 = Estate i |
| : i uigation | e
! l ! | |
1 1 1 | . .
i i 104 i | 5 Main target clients
1 ! i
i 1 E : ; (1) Those who prefer lifetime gifting in consideration of a large
. i . '288 : payment of inheritance tax.
i ! i o i E (2) Those who would not want to bother with paper work, a
1 I i i
! i ! S — : bank transfer and other statutory procedures related to
53 51 ! 696 E 163 ! l w&] i property settiement.
T e i : i ! i (3) Those with concerns about forgetting the details of the gift
I 46 | I a4 ‘ \% I 57 I ' 7 i : trade executed years earlier.
; . - . - — — 4)Th iri [ ith
FY2011 FY2012 FY2013 FY2014 1stHalf 2nd Half FY2015 ( )fa”ose desiring to execute a gift trade every year without
FY2015 (estimated) '

19



7/ (7) Active efforts for regional development 1 / rEem=
/ — Our visions for revitalization of local communities — 4 7
Regional Progress of declining birth rates with aging population, shrinking population
challenges (declining working-age population)
Develop work Develop communities and people
Productivity improvement and creation of Curb declining population and create attractive
employment communities
To be achieved by leveraging our expertise based on To be achieved by making proposals to local
long-standing experience governments and communities, or industry-

n
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| -
e

(7))

c
ke,
1)

>

| -
>
@

academia-government collaborations

(1) Revitalization of key and growth
industries

1) Promotion of industry support for

automobiles, vessels, medical

services and tourism

(1) Support for regional
revitalization

1) CCRC in Japan(*1)
2) Develop COMPACT CITY

(2) Productivity improvement and\ new 3) Redevelopment, Housing

business development complex redevelopment
1) Promotion of feasibility studies

(1)Child care and elderly
support

1) Support for child care
2) Elderly support

4) Comprehensive community
care
(*1)CCRC [Continuing Caré Retirement Community]:

Retirement communitywhere an elderly person joins while healthyand
pends the rest of his/her life

(3) Promotion of local consumption




(8) Active efforts for regional development 2 y .
// — Promotion of feasibility studies — /" ICSERT

i B Seek to achieve growth and development of a client company as well as an improvement in the soundness of
the bank’s assets by providing solutions based on the results of feasibility studies.
! B Client company’s growth in business will help to create work, triggering a move toward regional revitalization

.y =gs The feasibility studies are designed to help identify real challenges confronting our client companies,
Feasibility leveraging our analytical capabilities and acute insights regarding external business and industrial
studies || environments. This assessment process will also help to provide optimal consulting services tailored to the

needs of our client companies at their respective stages of development in business.
1. Purpose of feasibility studies

(1) For building strong relationships with client companies (sharing management agenda)

(2) For offering added value without joining the interest rate competition (Provide solutions leveraging consulting
expertise)

(3) For internal discussions regarding credit rating of client companies (business strengths and weaknesses, business
outlook, etc.)

(4) For developing “connoisseurship” of employees as bankers (human resource development, enhancement of
hands-on approach)

Details of the feasibility studies

(1) Choosing target clients

1) Major and core client companies of each branch.

2) Client companies which can be used a target for guidance and advice
on improvements in the future, such as those which plan to formulate
a management improvement plan.

3) Client companies in the process of business succession, etc., where
strengthening relationships with a new president can be expected.

300 clients for an interim period
x6 periods = over 1,800 clients
expected

<Actual for interim FY2015>

319 clients (19 clients more than
the target)




(2) Specifics of the feasibility studies conducted

The branch offices created the three items
shown in the figure below for each company

Status diagram of Bird’s-eye view on

+ the corporate group + the business model
(Correlation among the
stakeholders)

Qualitative analyses
(Hearing survey on 25
items)

(Profit-earning system and
commercial distribution)

To clarify stakeholders . To clarify business structure as
surrounding the enterprise (e.g. I well as profit/loss structure by

Conduct a hearing survey on 25 :
1
share holders, financial E I understanding the overall
1
1
1
1

I

1

| items regarding customer base,
| technological development

I institutions, affiliated 1 business supply chain
: companies, etc.)
}

capabilities and organizational
controls of business

L counterparts _____________ ! e !
| I Client companies
|dentify ‘ Grow and develop
strengths N Promote <.
Conduct 3 2 | il 3>
foasibilit 5 S weaknesses [|a 88 ¢ financing EQ .
studiesy § 5 and potential g§§§ Provide § g Hiroshima Bank
2.3, i °5% ' 3o ...
23 of cller_lt S&3 solutions 8 Improve profitability
companies | Improve soundness of
I I assets
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(Reference) Specific examples of feasibility studies
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® The case in which the feasibility studies actually helped to identify and share views regarding strengths and weaknesses of a
client company, leading to successful management reforms in collaboration with outside professionals

Client profile

Item Description
Business Seismic retrofit
contractor
Annual sales JPY 230mil.
# of employees 10
Net worth JPY 15mil.

Steps toward management reform

» Study assumptions adjusted as the
business worsened in July 2010

1

» Understand client needs for guidance
and advice based on a long-term view

| ——

» Qualitative analyses proposed and
conducted

1

» Management agenda identified and
shared to overcome

» Back on the right track (with no adjusted
assumptions applied any more)

[Qualitative
analysis]

Qualitative analyses

Gained trust
from client
company

» |dentify client company’s strengths and
weaknesses again

» Assessment by registered management
consultant with support from SME Guarantee
Association

Understood the
status quo more
deeply

Shared strengths and weaknesses
[Strength] :

» Successful reform in business
structure (entry into the seismic
retrofit business)

»Renowned for its high technologies |
and customer satisfaction

»Looking to expand business into a
new area (surveying consulting)

[Weakness (challenges)]

. »Lack of decent controls on costs and
profitability (management style based on
cash-based accounting practice)

»Lack of controls on customers in terms of
sales (ad hoc and unsystematic
management style solely based on
experience)

Implemented initiatives to tackle the weaknesses

New approaches to systematic controls and sales activities, along with the progress of such initiatives

* Implemented segment management of customers in terms of

SN t of sales value and order size, along with the introduction of a new
managtemen 2 sales approach accordingly. As a result, sales achieved over 20%
customers

growth year on year.

* Established a system that enables the monitoring of progress of
work from the view point of cost controls and manage gross
margins. As a result, operating profit ratio improved by over 5%.

Cost controls

(sabuajjeyo) sassauyeam

a1 Buiwoolano Aq swiojel Juswabeuew [NJSS820NS PAASIYDY -

syjbuaiys

uswabeuew ay) Buibelans| Aq yimoub Jayuny aaaiyoe o} buiyoos -

N
[



/ (9) Organizational diversity PN\

— Supporting women'’s role in the workplace and promotion of mid-career employment —

¥ In response to the need to achieve organizational diversity, women will be given more opportunities to get promoted to
managers or supervisors and mid-career employment will be introduced more widely, with the aim of developing a corporate
. culture in which people with diverse backgrounds can work comfortably.

Trend of female managers and _ Develop a rewarding workplace _
supervisors positions o _ (Child care facilities in accredited business offices)

(persons)

Ratio of females /\r/ \

Mid-term plan tar
aierm planitarget to total managers ‘ ?6‘0% Type Child care facility in a accredited business office
Female managers and and supervisors (accredited nursery center under the governmental support program)

120 supervisors: 150 -
? m%m Place Hiroshima Prefectural Hall, East Bldg. 1F
104

\ / Eligibility Workers of the Hiroshima Prefectural Government Office, Employees
— of Hiroshima Bank, and the local community residents

100 ' :
Capacity 18 people
Child age Younger than three years old
80 Operated by Outside operator
| Female
. Supervisors Application December 2015
67 begins
60 79 84 Opening March 2016
| 66 65 Promotion of mid-career employment
40 54 Fiscal year Hiring
FY2012 1 person
Promote mid-career employment,
2 FY2013 1 person hiring people with professional
l A— _&J P expertise, including lawyers and IT
| |l w6 |22 Y20 | @ personsy T ot
FY2015 14
End of End of End of End of End of Oct. 1, (as of Oct 1)

Mar."11  Mar.“12  Mar.“13  Mar.14  Mar.‘15 “15 24



7/ (10) Operational streamlining strategy e
/ — Relocation of the Hiroshima Administration Center — /LT

| ® Hiroshima Administration Center will be relocated to <HIROGIN>Chuo Building in May 2016
‘ B Promote to achieve further operational efficiencies through the administrative restructuring and consolidation

Actual Plan
Plans to take Endof | Endof | Endof | Endof | End of Total
Sep ‘14 | Mar ‘15 | Sep ‘15 | Mar ‘16 | Sep ‘16
: To consolidate administrative groups of the same -8 -4 -12
Pre- :hature persons | persons persons
relocation : 14 transfer administrative work to Hiroshima -4 -6 -10
Administration Center persons persons | persons
Fukuyama Administration Center is to be absorbed 1 -1 6 -21 -25
Post- :into Hiroshima Administration Center person | persons | persons | persons | persons
relocation : Two administration centers for personal loans and 8 | 8 persons
pension are to be integrated persons P
Impact on -12 -3 -1 6 -35 -55
(Conceptimage of the new administration center) headcount persons | persons | persons | persons | persons | persons
184
Cumulative impact on payroll cost
(Million yen)
107
95
75
59 i i
 AstHalf  2ndHalf  1stHalf  2ndHalf  1stHalf
FY2014 FY2014 FY2015 FY2015 FY2016

(estimated)  (estimated) 25



Practice “Customer First” principles on the initiative of all employees to be the “First Call Bank” for entire local communities

// 4. Business Forecast in FY2015

26



// (1) Forecast of business performance and dividend in FY2015 BT

B Net income is expected to increase for seven consecutive periods, updating the record high in three
consecutive periods both on a parent and consolidated basis.
L ‘The dividend in the current fiscal year is exp_ected to be 11 yen per year in accordance with the Payorut_'_l'abl_e

Business forecast in FY2015 Payout Table and estimated dividend in FY2015
(Billion yen)
Net income attributable to Dividend per share . .
1st Half 2nd Half Forecast Consolidated payout ratio
. in FY201 5 YoY Comparison with owners of parent ('I ) Fixed (2) Performance based ('] )+(2)
Results Estimates change estimates in May
Over 33 billion yen 6 yen 6 yen 12 yen |Lessthan22.7%
Net interest income 374 35.7 73.1 -24 20
Over 30 - 33 billion yen 6 yen 5yen 11 yen |20.8% - less than 22.9%
Net fees and commissions income 10.0 9.8 19.8 -01 0.7 —
Over 27 - 30 billion yen 6 yen 4 yen 10 yen |20.8% - less than 23.2%
(o bsanki fit g
ore gross heanking prot Sl — 929 — — Over 24 - 27 billion yen 6 yen 3 yen 9yen |20.8% - less than 23.4%
- Expenses 26.5 26.7 53.2 -1.0 -0.4 Over 21 - 24 billion yen 6 yen 2 yen 8yen |20.8% - less than 23.8%
Core banking profit 20.9 18.8 39.7 -1.5 31 Over 18 - 21 billion yen 6 yen 1 yen 7yen |20.8% - less than 24.3%
Gains/Losses on bonds 3.4 0.6 4.0 6.0 3.5 18 billion yen and less 6 yen 0yen 6 yen 20.8% and over
Net banking profit 243 19.4 43.7 4.5 6.6 — (Yen)
+2
Gains/Losses on stocks 0.6 04 1.0 -1.6 05 ) yen
(estimated)
- Credit cost - - -
redit costs 1.5 1.5 0.0 2.6 2.0 Dividends I +1 yen
Ordinary profit 26.5 19.5 I 46.0 6.3 8.7 +2 yen / / 5
Net income 17.9 13.2 [esria31 1 7.2 6.2 A
+1 yen 2 3
/ (
Consolidated ordinary
- 275 75 9.2 6 6 6 6
Profit attributable to 5 5
owners of parent 18.5 5.6 6.5

FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 27
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Reference for this material
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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.
(Persons in charge of IR: Kato, Kai and Asano)

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