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/7 / -
7/ 1.Highlights of FY 2016 /. ILEiRT

Net income on both parent and consolidated basis succeeded in maintaining the level in

. . the previous FY that recorded the historical high

9 ' Average balance of both loans and deposits, etc. (deposits + NCD) steadily increased
; year-on-year

3 ' Average balance of focused areas of loans to SMEs and personal loans increased
; year-on-year

4 ' The non-performing loan ratio was at a favorable level that was at a historical low of

1.28% thanks to the support for management improvement

9 | ROE, an indicator of management efficiency, maintained the latter half of 6%

The year-end dividend is planned to be 5.5 yen (11.0 yen annually), which is the same
as the projection announced at the end of the interim period®™ (vinitial projection +1.0 yen)
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// 2. Overview of Financial Results in FY 2016




// (1) Summary of business performance in FY 2016
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B As for profit and loss in FY 2016, net income decreased by 0.1 billion yen (-0.0%) on a year-on-year basis to 29.9 billion yen
due to an increase in losses on securities, and profit attributable to owners of the parent was down by 0.2 billion yen (-0.5%)

to 31.2 billion yen from the year earlier.

B We succeeded in maintaining a high level of profits on both parent and consolidated basis that are similar to those in the

previous FY when we recorded the historical high.

parent

. .
-------

(Billion yen)
\ Results in Difference from the
FY 2016 YoY change (Change rate) announcement in
Net interest income 714 -3.3 1.9
Net fees and commissions income 17.7 -1.1 -0.6
Core gross banking profit 89.1 -4.4 (-4.6%) 1.3
- Expenses 54.7 1.0 -04
Core banking profit 34.4 5.4 (-13.4%) 1.8
Gains/Losses on securities 11.5 6.5 -3.4
- Credit costs 2.7 1.0 -0.7
Ordinary profit 43.2 -1.9 (-4.2%) 0.0
Net income {29.9; 0.1  (-0.0%) -0.8
Consolidated net income | 45.0 2.2 (-4.5%) 0.2
Profit attributable to owners of ‘312 02 (-0.5%) 05




// (2) Net interest income
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B Net interest income was down by 3.3 billion yen from the previous year, due to a decrease in loan interest
under the low interest-rate environment and an increase of other interest expenses.

Breagdown of net interest income

Details of each item in net interest income

(average balance and interest)

Loan interest

A
Ignteres
 +0.7

A

é\verag
Balanc
i +1.2

- R

(Billion yen) 3.0
/_J%
Result for !
FY 2016 YoY change

Interest on loans 60.9 -3.0 Average

Balance
Interest and dividends on securities 18.6 1.9 21 ¥ interest

-5.1 Depgsits +
Deposits + NCD interest (-) 3.0 08| FEy2015 NCD Itorest
74.7 billion yen A )
Other interest expenses (-) 5.1 3.0 A
Net interest income 71.4 -33 Interest

i -0.9

%(_J

Interest and
dividends on
securities+1.9

L FY 2016
71.4



// (3) Net fees and commissions income hESRT

® Net fees and commissions income decreased by 1.1 billion yen on a year-on-year basis mainly due to a
decrease in commissions related to insurance.

B The ratio of non-interest income to core gross banking profit reached 30%.

Breakdown of net fees and commissions income ~ Trend of non-interest income and its ratio |
(Billion yen)
Results for (Billion yen) Non-lnter;izt income ‘::.30.8%
FY 2016 [ vov Change 30.1% Q\
Investment banking 3.7 04
Syndicated loans, etc. 2.1 0.3 28.6%
Sales of derivatives to customers 0.6 0.0 271 | 28.7 27.6 27.4
- | S 33 - I
Retail asset management 0.7 04 | 3.4 9. ‘ 3.7 Llnt\)/:rs];[(ri'?]znt
Insurance products 3.1 -0.5 6.7 8.1 7.1 6.7 I
[ . Retail asset
Investment trusts 21 -03 ~ —_— managementl
Personal loan-related 4.0 -05
Group insurance premium 27 -05 17.0 16.8 17.2 16.9
Others 11.3 -0.6 I Domestic |
exchange
Net fees and commissions income 17.7 1.1 — —
FY 2013 FY 2014 FY 2015 FY 2016
Core gross banking profit ~ 94.9 954 93.5 89.1

o



// (4) Expenses /BRI

B Expenses were up by 1 billion yen from the previous year mainly due to an increase in depreciation cost
- associated with a large investment for improving the customer services (such as renewal of all the ATMs
i and renewal of Internet banking service for retail customers).

Trend of expenses and core OHR ) | Breakgiown of expenses

Billi
(Billion yen) (Billion yen)
Core OHR Non-personnel expenses
61.4%
57.7% 56.8% 51-4% 4 Major factors Change
" .
c48 £47 Increase in depreciation costs +0.4
8 02 542 _ +1.0 : :
02 U0, 532 — Pro-forma standard taxation +0.4 +0.9
‘ | and others
- 259 - 254 25.2 26.1
Non-
| personnel | Personnel expenses
JR
—_— I— ]
Major factors Change
Decrease in overtime pay -0.2
28.9 8.8 28.5 28.6 Revision of personnel system -0.1 +0.1
Increase in retirement benefit costs
Personnel
‘ +0.1 I +0.4
1
FY 2013 FY 2014 FY 2015 FY 2016

*Core HR — Expenses/Core gross banking profit



// (5) Balance of loans, deposits, etc. (deposits + NCD)
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» Average balance of loans significantly increased in business, personal, and local public sectors, up by 226.7 billion yen

(+4.4% yoy).
i B Average balance of deposits increased in all the personal, corporate, and public sectors, up by 428.0 billion yen (+6.2% yoy)
Trend of average balance of loans I Trend of average balance of deposits, etc.
9 (deposits +NCD)
+226.7 (Billion yen) o+4f§'go/ (Billion yen)
(yoy +4.4%) (yoy +6.2%)
' 7,309.1
5,431.8 Lo;_:al public
Inance
5,205.1 " Loans to local 6,881.1 ' 924.9 deposits
: +155.9
4,987.8 628.6 = 081 6,534.1 | 369.0 | (yoy +42.2%)
4 7469 5205 (yoy+20.8%) 6,2358 3276 I
: 471.3 \ Corporate
. ‘ 316.6 ' deposits
420.4 Personal loans +144.5
+66.6 2,199.5 Yoy *7.0%) ;
(yoy +5.1%) 2,055.0
1,305.9 1,372. 1,911.2
1,247.9 1,761.9
1,198.6
| | ' Personal
Business loans ‘ deposns
+52.0 +127.5
. (yoy +1.5%) | oy +2. 9%
3,430.7 4,457 1 4,584.6
3,127.9 3,268.6 3,378.7 4.157.3 4,295.3 J/
1 1 I A —
~ ] I e s I o I e
FY 2013 FY 2014 FY 2015 FY 2016 FY 2013 FY 2014 FY 2015 FY 2016
*Loans to local governments include public corporations. 8




// (6) Loans to SMEs and personal loans
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| B The average balance of loans to SMEs and the number of business loan borrowers steadily increased, supported by the enhancement of
consulting sales including qualitative analysis.

- B The balance of personal loans significantly increased by 65.1 billion yen (+4.7% yoy) as a result of bank-wide promotions.

Trend of loans to SMEs (average balance) and the
number of entities subject to qualitative analysis

‘ ~Trend of personal loans (average balance including Flat 35) i

No. of entities subject t i, +05.1
o. of entities subject to 0
qualitative analysis VITEZ VIR
disclosed “Benchmark of financial
e e W | 1,445, Ol
0 o y 0,
MO RELKIS 1,379.9 80
214 Average 1,323.4 66?;53 : onsumer loan
80 balance of . l +7.8 |
loans to SMEs | 1’267;'4 558.?‘1 V
2172.6 2,238.1 541 |
2,099.6 3711
1,983.9 - .
(Billion yen) 342.2 IReaI-estate Ioan1
f : T T 1 313.0 +28.9°
FY 2013 FY 2014 FY 2015 FY 2016 289.1 |
Trend of No. of business loan borrowers I = Flat 35 l
739 . (yoy.-1.9%)..
+694 (yoy +2.4% I 78.8 Lo EEm—
‘ Number of business | (yoy +2.4%) | . _ —
loan borrowers
29,948 Housing |
08,588 29,254 . [ ouilggﬁoansl
27306/‘7 26,580 922.3 ——
25,983 ’ .
25,420 ’ 894.0
24,340 = [ . 848.6 Sl
— +597 (yoy +2.3%) I | s =8 @ |
No. of retail clients ' - —
(Less than | b)illion yen (No. of business loan borrowers) /]// mwn yen)
|
March 31, 2014 March 31, 2015 March 31, 2016 March 31, 2017 FY 2013 FY 2014 FY 2015 FY 2016

©



// (7) Securities S hEsRT

[ B Average balance of securities increased by 130.3 billion yen on a year-on-year basis, thanks to the re-investment of redeemed
‘ government bonds in investment trusts.

B Yen bond duration was shortened by more than one year.
B Balance of cross-shareholdings reduced by 2.2 billion yen on a year-on-year basis through dialogues with issuing entities

Trend of average balance of securities | |

Trend of bond duration |

Y
+130.3 | (Billion yen) 5.05 (Yean
(yoy +7.2%) 4.31
1,962.6 1.942 .4 ' 4.00 (4.86)
Investment
270.9 1812.1 trusts 3.95
298.4 377.3 +101.1 . 3.50
T r— 276.2 (.VOV +36.6%) 3.12
Stocks E— 2.81
855 | | “aaq] St (2.69)
2295 | -igm- (After taking into account bear type investment trust)
o I S 384-6'F°f9196%_b2°“d] March 31,2014 March 31,2015 March 31,2016 March 31, 2017
' oy +20.8% - ] . ) :
138.7 l | . Trend of cross-shareholdings (including private REITs)
135.9  Municipal : -
bonds | 29 I (Billion yen)
-2.8 .
(yoy -2.0%) 78.6 7?52 75 6 (yoy -2.9%) |
1.0« 73.4 | Private REITS
1,145.2 13.9 13.3 i | |
998.7 Y Shares of
Government 13.3 affiliates
bonds +0
-37.2 1 9
(yoy -3.7%) > R 61.4 584 | | Other shares
) -3.0
| _ | (voy.4.9%) |

FY 2013 FY 2014 FY 2015 FY 2016 March 31, 2014 March 31, 2015 March 31, 2016 March 31, 2017

10



// (8) Credit costs and non-performing loans S hEsRT

|l Credit costs remain continuously low as a result of active support for management improvement of clients,
- including business revitalization.

'® NPLs (term-end balance) decreased by 0.9 billion yen to 72.6 billion yen on a year-on-year basis, with NPL
ratio hitting the historical low of 1.28%.

Trend of credit costs I | Trend of NPLs (term-end balance) and NPL ratio

(Billion yen) (Billion yen)
1.909% NPL ratio (after partial direct
| Credit cost ratio | . A 0 1.88% amortization)
0 " Yo o eso R TN,
0.04% / 0.05% . ..fo%" 97.7 1.37% " 1.28%
/\W 928 toagees®
A ]
N 18.8 09 |
|
34.9 73.5 72.6
1.0 25.1 14.7 | Sub-standard I
70.0
' 45.9
2.6 2.7 41.5 52.6 |_ Doubtful |
2.0
Lol Credit
~costs -
| | 20| [eod [Zod  oalsce
FY2013  FY2014  FY2015  FY2016

March 31, 2014March 31, 2015March 31, 2016March 31,2017 11



// (9) Capital adequacy ratio and ROE hESRT

' Consolidated capital adequacy ratio was at a sufficient level of 11.10%.
| B ROE was maintained at a level of latter half of 6%.

‘ Trend of consolidated capital adequacy ratio and

the balance of subordinated financing Trend of ROE (consolidated)
o
Consolidated capital 7.1%
adequacy ratio

12.06%

11.15%  11.33% | & 11109,

63.0

Balance of

subordinated
financin

26.0 25.0 e
15-0 (Bllllon yen) f T T T 1
, : 1 : . March 31, March 31, March 31, March 31,
FY 2013 FY 2014 FY 2015 FY 2016 2014 2015 2016 2017

12



Growing to be the “Comprehensive Financial Service Group” together with entire local communities - “True First Call Bank Group” is our mission -

// 3. Business Forecasts for FY 2017
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// (1) Forecast of business performance and dividend in FY 2017 /x84

B For the performance in FY 2017, we expect that net income will be 21.8 billion yen and profit attributable to owners of parent
23.1 billion yen, due to a decrease of net interest income under the ongoing low interest rate environment.

| ® The dividend in this FY is expected to be 8 yen per year in accordance with the Payout Table.

Business forecast for FY 2017 Payout Table and estimated dividend in FY 2017
(Billion yen)
Forecast in Dividend per share

FY 2017 Yoy Profit attributable to Consolidated

owners of parent ) payout ratio

. . (1) Fixed | Performance | (1) (2)
Net interest income 65.8 -56 based
Net fees and commissions income 16.0 -1.7 Over 33 billion yen 6 yen 6yen | 12yen |Less than 22.7%
Core gross banking profit 81.8 -7.3

20.8% - less than

Over 30 — 33 billion yen 6yen | 5yen | 11yen

- Expenses 55.3 0.6 22.9%
Net banking profit 26.5 -7.9 - 20.8% - less than
Over 27 — 30 billion yen 6 yen 4yen | 10yen 23 99,
- Gains/losses on securities 4.5 -7.0
- 20.8% - less than
- Credit costs 1.0 17 Over 24 — 27 billion yen 6 yen 3 yen 9yen 23.40/2
Ordi fit - % -
ey prer 31.0 12.2 Over21-24bilionyen | 6yen | 2yen | 8yen |50o1oss(han
o (o]
Net income 21.8 -8.1
- 20.8% - less than
Over 18 — 21 billion yen 6 yen 1yen 7 yen 24 3%
Profit attributable to owners of parent 23.1 -8.1

18 billion yen and less 6 yen 0 yen 6 yen |20.8% and over

(Note) As announced on May 10, 2017, we plan to conduct reverse split of stocks by combining two ordinary
shares into one with the expected effective date of October 1, 2017, subject to the approval at the 106th
General Shareholders Meeting to be held on June 28, 2017. However, annual dividend per share in FY ended
March 2016 (estimated) and the payout ratio (consolidated) do not take into account the reverse split. If the
reverse split is conducted, annual dividend per share would be 16 yen.

14
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// 4. Overview of “Mid-term Plan 2017”
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// (1) Position of the “Mid-term Plan 2017” //E%ﬁﬁﬁ

| Management environment What financial institution is expected
» Stable but low P i |®  Intensifying ' i. R for ' A : '. rowth an
domestic growth rate, .Ongomg o competition, B IT development® Enhanced eql{eSt 0 L " ACtlve fm.anCIaI Crowth'and B Stable
et [ interest b P working style I intermediary development of
declining birth rate and . participation by (such as FinTech) Basel accords f . income
aging population environment | gifferent industries . reform | ! unctions | customers
In addition to maintain the existing actions, as we believe that “Create a Better Cycle” in a local economy cannot be achieved only by extending the existing
business, we reviewed a mid-term plan one year ahead of schedule
Position Bringing together all the powers in the Hirogin Group and conducting the customer-first business operation for
establishing a new growth driver in the next five years
Sloaan Growing to be the “Comprehensive Financial Service Group” together with entire local communities
9 - “True First Call Bank Group” is our mission -
31.4 31.2 Over
th stag€ 30 billion yen
grOW
d a new
Towar
26.6
[ Net income attributable to | 22 9 23 1 i Mnagement objectives (FY 2021) .
owners of parent (Billion . . Profit attributable to owners of Over 30 billion
yen) parent yen
—| Consolidated ROE About 6%
Average balance of corporate and | Over 10 trillion
174 personal deposit assets *1 yen
Non-interest income ratio *2 Over 40% — '
W xpan |ng
onsolidate rgtaigl al adequacy Over 10% customers’
needs
Core OHR 50% level

*1 “Real deposits + NCD” + “Corporate and personal non-interest products (including Hirogin Securities)”

*2 Definition: Net fee and commissions income + Segregated trading income + Other banking
revenue (excluding gains/losses on bonds) + (Net operating revenue of Hirogin
Securities - Net interest expense - Brokerage charge to the Bank/Trust fee)

Core gross banking profit + (Net operating revenue of Hirogin Securities -
Brokerage charge to the Bank/Trust fee)

Hirogin A _
Guarantee/Hirogin Hirogin Securities
(Former Hirogin Utsumiya

Card Services )0
Securities)

100% subsidiaries 0 s y
| = . =] | . ~ 1&)/0 su5|d|ary u

FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

Mid-term Plan 2012 Mid-term Plan 2015 _
L2 Mid-term Plan 2017 6




// (2) Numerical targets/Capital policy

Yd/n="

Numerical

targets

(Unit: Billion yen, %)

I Breakdown of changes in substantial net banking profit I

Loan Securities

(Unit Billion yen)

. . Personal
FY 2021 in the Mid- [ Change in inioTest Interest joan £ 2021
term Plan 2017 | five years Others 92rantee About 41.0
. . Deposits+NCD cost A ATt '
LCore banking profit About 39.0| About+4.5 ‘i’me'rest Billion yen
------------------------------ +4.7
I i i I :
et banking promt poudT O] pont9.s mmp
Profit plan| Ordinary profit About41.0|  About-2.0 -Gainsllosses About +9.5
-t Expenses Csen > | Billion yen
Net InCOITle AbOUt 29.0 AbOUt '1 .0 E ) I management +15
o e T IR R S e R R [ xternal |nyestment +4.5
Profit attributable to . FY 2016 i .
1 _ [ - - funding Bank
owners of parent Over 30 billion yen | About 1'0| 31.6 Billio costs 413"
ey il yen +0.2 A4
Consolidated ROE About 6% |  About-1%
Non-interest income . — .
ratio over40%/| About +6% ! Estimated dividend under the Mid-term Plan 2017 (FY 2021)

(including Hirogin Securities)

Various mz‘d:r?;ifz;tn inoome | over 39 billion yen|  Avout +8.0 Profit attributable HIEE PR S 1T Consolidated
indi to owners of parent : 2) Perf ayout ratio
indicators F= Sn e Slidated capital over 10% | About 19 . (1) Fixed | @Peromance | (1) +(2) pay

q (0] = (o}
£lolee Uetey el Over 33 billion yen 6 yen 6 yen 12yen |Lessthan 22.7%
Core OHR 50% Level — o -
=1 Over 30 - 33 billion yen 6 yen 5yen 11 yen gggof’ less than
About -J /0
Credit cost ratio About 0.03% % -
) ° -0.02% Over 27 - 30 billion yen 6 yen 4 yen 10 yen gggof’ less than
About L0
vg. yoy 2.9%| A % -
Loans Avg. yoy 2.9%)| About 6,280.0 +850.0 Over 24 - 27 billion yen 6 yen 3 yen 9 yen ggiojo less than
. (o]
Fundin About o _
plan 9| |Loans to SMEs AbOUt 2,780.0 +720.0 Over 21 - 24 billion yen 6 yen 2 yen 8 yen gggoﬁ" less than
. (0]
. About o/ _
(baa\iz::;ge? Deposits + NCD Abo“t 7,700.0 +350.0 Over 18 - 21 billion yen 6 yen 1yen 7 yen 32240 less than
. o
Balance of corporate and
personal retailgssets . _Over e 'f‘b?“t 1.2 18 billion yen and less 6 yen 0yen 6 yen 20.8% and over
(including Hirogin Securities) trillion yen| trillion yen

Note) For the change in Payout Table following the reverse split, please see the note on page 14.
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// (3) Strategies in the “Mid-term Plan 2017”
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Major
points

Major
strategies

Further development of measures toward high value-added banking business+«

Promotion of measures for asset management business that meet the asset formation needs
from customers=

Enhancement of profit base

*1 Definition of “banking business”: Businesses related to loan/deposit transactions and fees and commissions
business such as investment banking and foreign exchange (excluding asset management business)

*2 Definition of “asset management business.” Business related to asset management for customers (including
inheritance and business succession) (including loan business related to inheritance and business succession)

(1) Enhance “Value-added sales activities based on the customers’ needs” | Pp. 19 - 23

working style

1. Marketing (i) Enhance consulting sales (such as feasibility studies) and provide comprehensive solutions
strategy (i) Expand asset management business based on a long-term relationship including the next generation
(iif) Promote efforts for “Regional development/Tourism promotion/Local medical support”
Zo SEEITIIEE (1) Ensure a stable income with proper risk-taking based on the market condition P. 24
strategy
3. Reform of (1) Promote a thorough reduction of labor burden | Pp. 25 - 26

(2) Improve labor productivity using Tomorrow Navi

(1) Foster human resources who can quickly respond to changes and create values for the local communities
(2) Conduct human resources development measures that fits the banking and asset management business

development

4. Human resource framework and establish a career path
strategy (3) Promote diversity P. 27
(i) Employ professional people with various values and skills
(i) Conduct career-up support measures for female workers
5. New business (1) Conduct ITC.; mainly based on the FinTech  *3 “ICT” means “Information and Communication Technology.”

(2) Extend the range of services in collaboration with other industries (non-financial) P. 28
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/(4) Enhancement of high value-added banking business 1

— Promotion of feasibility studies -
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'® Enhance high value-added banking business that meets the customer needs and provide comprehensive
solutions for corporate customers

B Increase the balance of loans to SMEs and income from investment banking business

Classification by

sales
(sales)

Ratio to
corporate loans

Upper: No. of
cases

Lower: Balance

Staff
in-
charge

(1 - 3 billion yen)

Listed large scale | About 5%
(Over 3 billion yen) | (About 65%)
Upper-middle About 6%

scale

(About 16%)

J[J.}BlS ajelodiod og,uoeds}

: =
Lowermiddle |, 1g,, || §
i (About 11%) || @
(0.2 - 1 billion yen) o
23
Q:)n |
Small scale .
(Less than 0.2 A:smtgo/)
billion yen) (About %)
N
Sales less than | About 16% || =
0.01 billion yen () &
~—

Points for promotion

4 Ny

Expand “Volume”
and “Income” by
providing
comprehensive
solutions based on
the feasibility studies

Results of feasibility studies based on qualitative analysis [

Compared with average interest
on loans to all borrowers

About +0.2%

Interest on loans to borrowers
subject to feasibility study

Specific measures

v Use our unique consulting-
type loans

Loans with principal-exempted
in case of large earthquake

l Loans for supporting cyber
security measures, etc.

v Promote a mid-term planning
support service

v Foster HR development by
increasing training courses
for feasibility study

. J

No. of (Billion yen)

cases 71 175 209 ——
i

Arrllount. of % /L\_J/

executed 17 4| > g /r\/
14. 19 1 }

B3 I
39 jid .
FY 2014 FY 2015 FY 2016 FY 2021 (e)

Accumulate investment banking income by capturing the needs
through feasibility studies

Compared with FY 2016
About +1 5 billion yen

(Billion yen)
Final FY
About 5 b|II|on yen

: I I
3.7 billion yen\ : :
L—Or24—4 I I
Qat e 3.1 billion yen Bl;g;ﬁﬁs [ : |
. I I
0_50 Derivatives I PR
2.15 . T T
158 | Syndlcated l I |
Corporate : :
0.43 I 0.30 bonds/PubIlcl : I
4 msa | 1 !
Fy 2016 FY 2017 (e) FY 2021 (e),

1



5) Enhancement of high value-added banking business 2 _
//-(Pr)omotion of personal loans - J J //J'E%ﬁﬁ?'_r

- # Expand/enhance housing loan business by providing attractive products and services as well as promoting Flat 35.

B For consumer loans, establish a promotion system driven by the headquarters without involving a branch office, and improve
efficiency by concentrating the administrative function in the headquarters.

Housing loans with enhanced coverage and riders | Accumulation of average balance of consumer loans
Insured Conditions Coverage (FBiI::Z)InFy\? ")
. m. : <Hirogin> My car loan Compared with
v Death or serious disability Loan balance is i EY 2016 About 140
v Th or di reduced to zero ~ billion yen
ree major diseases (Fully repaid by claim) .__'_'_—_ '0 About +69 \v// [ |
One-time benefit of 100,000 yen & ] : :
v HOSpitalization Repaymentaflgggiven during _';:_““- - , : About :
Debtor hospitalization Ok rEa Loans on the website 84.5 . 8004
v’ Cancer in situ/skin One-off benefit of | EE=m=m e 711 Lt B
First in Japan 415 ) e |
cancer 300’000 yen (females insurEd) ".t‘n I |]E |H \e e ¢ | 32.1 purpose loans !- :
v' Advanced medical Technical fee for advanced s ' o frome . : About |
medical care up to 0.01 m "t TJ i 160.0 :
care for cancer billion yen totally EFETA TR m 39.0 43.01 | Card loans I i
Spouse T - —_— | = =TT : 1 H
/ - - T T T T 1
(Female) Female-specific One olff.beneflt of FY 2016 FY 2017 (6) FY 2021 (@)
cancer 1 million yen

Accumulation of average balance of housing loans

(including Flat 35) Improve administrative efficiency for personal loans |

. (Billio .
Our share to new housing loans Final Fy (Bilion yen) Accept > Review > Execute >Imp|ement >
in Hiroshima Prefecture . gli’ﬁ:‘(t)%’lgg
29% (Fy2015)  about 40% (Fy2021) ) ) === A
- -y Em, &
1 ,030.0 Automatic

Loan application, etc. Electronic execution

004 .8 implementation (HQ)

v' Shorten a review period
v Without papers and signatures

= e =

FY2016  FY 2017 (e) FY 2021 (e) v Everything is done by the HQ




// (6) Enhancement of asset management business 1 - Overview - /BT

II Enhance the business targeting the elderly based on services for inheritance/donation, and actively propose various services

. to corporate owners.

|I Shift “From flow-type to stock-type business” through the efforts that can contribute to stable asset formation for customers.

Enhancement of inheritance-related services

Increasing needs of inheritance-
related services
(in Hiroshima Prefecture)

Personal allowance of No. of taxable heirs

inheritance tax (ratio to the total)
T — e
50 million yen 2839
+ 10 million yen o
x No. of legal heirs (3.3%)
Double

<From January 2015>
30 million yen
+ 6 million yen
x No. of legal heirs
(Source: Hiroshima Regional Taxation Bureau)

<2015>

5,724

(6.6%)

Providing services that meet [
the needs

v" Private trust

v' Living trust

v Testamentary trust

v’ Calendar year gift
trust, etc.

JeUuM

» Private banker (Hq)
» Salespersons in
branch offices

No. 1 among regional banks

woym Ag

No. of employees with the 1st grade
financial planner qualification

(asset consultation business)

About 280 (as of April 2017)

' Improvement of non-interest income through the accumulation of asset

Accumulation of average balance of corporate/personal deposit

assets (including Hirogin Securities)

Compared with FY 2016 RS o) Zgntal_lr_Y
About +1.2 trillion yen ==V Ve_r_._._rl_l.o_r.: yen

~ 9,060.0 i |

8,814.5 S 0 i

Corporate/personal :L\bo ' 2’300=

1,620.0 -d it product 1

1,5070 ' ?n(zl':dine?-lﬁil inpSrScutJit(i:eg E :l
7.3075 7.440.0 Real deposits + I EAbout 7,700I (Billion yen)

NCD I :

T T 4 1
FY 2016 FY 2017 (e) FY 2021 (e)

management business income (deposit assets)

| Obtaining level premium insurance for strengthening income from the stock

No. of policies sold in
FY 2016

+14,228
(yoy +30.7%) |

3rd among the 1st class
regional banks

46,407

60,635

32,571

*Accumulated

------
[

r T T

FY 2014 FY 2015

FY 2016

FY 2021

. (No. of policies)

Final FY Compared with
Non-interest income 0 FY 2016
() means parent-based 35,79 Over 40 A) over +6.7%
33.3% (32'.6%3
(30.8%) PR Final FY Compared with
e 4 billi About +
6.7 billion yen 6.6 billion yen PRI | ion ven
0.32 0.40 Trust I 1
k . e B Intern&ed{ary I |
I u Zﬂ ‘ | products |
. 0.93 Foreign | :
0724 | e . :
|
3.1 233 Insurance | — ~_ —
. - /"—\/
I |
L |
Investment |
. | 2.15 | I 2.22 ml : | (Billion yen)
FY 2016 FY 2017 (e) FY 2021 (e) 2 1



/(7) Enhancement of asset management business 2 - Collaboration /R
between banking and securities businesses - I

® As of June 1, Hirogin Utsumiya Securities becomes a 100% subsidiary of Hiroshima Bank, Co., Ltd. (from 50% to 100%) and its
trade name is to be changed to “Hirogin Securities.”

:l For implementing the customer-first operations (fiduciary duty), provide products and services that can meet the customers’

. needs and profit with the unified efforts by the “Hirogin Group.”

‘B More concretely, promote the collaboration between banking and securities businesses with focusing on “Expanding product
lineup,” “Enhancing inheritance-related business,” and “Increasing joint shops.”

Promotion framework under the BK/SE collaboration Promotion of BK/SE unified management
. Upper: No. _ Introduction of needs for securities
Customer Yo [ Lower: ] Promotion framework (young and new custom
Classification (b
. (by Hirogin o " \
deposit assets) Bank | g.curities Bank Hirogin Securities v' Expand the product lineup
v Enhance inheritance-related
Wealthy- /_ \ Active business
class lig 0.8% 3.8% managen;ent v" Increase joint shops
Investor-type ' ' producs M..5isd v Unified customer counter A
customers (21.8%) | (38.6%) v' Share customer information
(0.03 billion yen Stock Introduction of
or more) Structured bond needs for inheritance-
) Foreign bond related services
Middle-class g Theme-type (elderly, etc.)
Asset =~ o o fund, etc.
management c’%“ 5.5% | 11.4% Accumulation of average balance of deposited assets
customers |g| | (36.4%) | (30.4%) ||| stable manage- (Hirogin Securities)
(0.01 - 0.03 billion |3 ment products _
yen) o : Final FY  (Billion yen)
Deposit Compared with FY 2016 About 820
Mass-class Public bond Expand About +200 billion yen i JITTs1 B
hsset 93.7% | 84.8% || gonocpe Y | PIOTHEIEHE — | .
_ ! I
customers (41.8%) | (31.0%) (c;z:i/ ;Ut?gst) 670.0 ' '
(Legg than 0.01 oV | 622.4 ] I
billion yen) nsurance, etc. . ‘
1 I
I |
I
Realize stable asset formation for customers by providing high quality . 1 :
financial products and services with unified efforts by the Group FY 2016 FY 2017 (e) FY 2021 (e) 292




// (8) Enhancement of efforts for regional development

Yd/n="

B Strengthen collaboration with the administrative agencies, and become actively engaged in “Regional development,” “Tourism

promotion,”

and “Local medical support” ahead of other banks

‘¥ Ensure profit opportunities through becoming the core player of regional development

Promote efforts for “Regional development/Tourism
promotion/Local medical support”

Actions

Business development/ Expected return

Promote start-up support measures to create “Jobs”

v Prepare “Town creation
plan (for Kamiya-cho/ Hatchobori
Areas)” for the promotion
of “Central area
revitalization plan”

1uswdol|anap
[euoibay

» Use loan funds for development

» Support the development of water
infrastructure

» Support local companies for
participation in a regional development
plan, etc.

Expected return (five years total)
aoout 0.4 billion yen

v Develop infrastructure
for tourism

v’ Support the
establishment of DMO

v’ Establish a loan system
for tourist agents

_|
o
=
=.
o
3
°
=
o
=
o
=
o
>

*Central area planning for revitalizing the center of the city prepared by Hiroshima City and Prefecture.

» Support start-up/growth of tourist agents

» Develop infrastructure for airport
privatization

» Support local tourist agents to
participate in the tourist infrastructure
development business

Expected return (five years total)
aoout 0.5 billion yen

v" Collaborate with the
administrative agencies
through regular
communications

v Identify problems held by
medical institutions and
provide solutions

[eoslpawl [e207

» Business succession due to the
aging business owners
» Support capital investment, etc.

Expected return (five years total)
aoout 0.1 billion yen

No. of start-up o
supportcases | .
220
207 S
190
FY 2014 FY 2015 FY 2016 FY 2021 (e)

B Promotion through “Start-up
support loan”

B Establishment of “Card loan for
quick start-up” (from March 2017)

(Case)

v/ Customers are our
existing loan customers

S v The customer can use
the loaned money when
its financial condition
suddenly deteriorates
after starting up the

mplemented
value

'Tﬂ'?" -
ol

(Million yen)
1

Implemented
[t  cases
mgc_m [
DIE L "‘P :
.x“ ¥
I -
* s
u‘ 142
FY 2014 FY 2015 FY 2

016 business

B Start-up support seminar for women (in March 2017)

——————FT

v Jointly

held by Hiroshima Industrial Promotion

Organization
v Provide a forum for creating a vision of the future

23



// (9) Strategies on securities T

B Aiming at obtaining a stable income with proper risk-taking depending on the market condition, in consideration of the Basel
Accords (interest rate risk and regulations on capital adequacy ratio) and fund position

Check Points Securities management strategy

(1) Uncertain market environment Ul @ Management policy

bal
v' Signs of getting out of “Low Sente
inflation,” “Low interest rate,”
and “Low growth”

v Policy management by new
US President

v' Reduce the holding of government bonds and actively

Yen bonds purchase/sell bonds with an eye on the market condition

ajel 1sala)u|

Foreign v' Reduce the holding of US government bonds and actively
bonds purchase/sell bonds with an eye on the market condition

(2) Basel Accords
v' New interest rate risk . v Purchase highly liquid and safe products such as Government
. Credit : : ”
regulation Housing Loan Corporation mortgage-backed securities
(introduction of IRRBB)

v’ Capital adequacy rule Stocks/J-REIT, etc. @ v" Increase the holding of issues that are highly liquid and can

(incIudthga::;:)ss-held provide a stable and high dividend

(3) Fund position
v Avoid the application of
negative interest rate to

current account deposits at . . .
the BOJ Investment trust, v Increase the holding of multi asset-type investment funds to

etc. ensure a stable income

v Increase the balance by structuring of and contribution to (under
consideration) subsidiary funds

(4) Liquidity, profitability, and
safety of individual investment
instruments

v' The balance of securities declines due to the reduction of yen
% bonds and foreign bonds

24



/7’ (10) Reform of working style 1

- Promotion of thorough reduction of labor burden -

Yd/n="

B Provide highly value-added services using time effectively as much as possible, and improve business efficiency by
thoroughly reduce the labor burden

“Reform of working style”

» Review the working process

» Promote flexible working style

rReform of - CUltUre”

Ideal style

working style

» Hire excellent people, etc.

» Working culture that encourages effective

» Increase sales/marketing staff

v' Reform awareness and actions of all the employees
v" Encourage to reduce meetings, materials, and

reporting

Reform of “Operation” I

Thoroughly reduce the labor
burden boldly and speedily |

Eliminating

Concentrating

Systemizing

Use of FinTech

Outsourcing

Reform of SyStem”

v' Enhance measures to reduce the working hours
v Prepare an environment for promoting diversity

(1)

2)

Promote self-services
for front-office tasks at
branch offices

Change to “consulting-
Oriented” business

<Branch Offices>

Reduce the use of papers and
signatures on various documents

Reduce back-office tasks (in loan and
sales sections) See page 20 |

Low-cost operation for personal loans
Review branch-office strategies

»r
ket

1)

(2)

Drastically improve
the speed of decision-
making

Promote collaborate
beyond the borders of
sections

<HQ>

» Prepare an environment where people

can work effectively both internally and
with external partners

Make an environment where everyone
can work creatively and share
information

Improve the operation efficiency by
reviewing the operation process

Advance implementation
See next page
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// (11) Reform of working style 2 - Efforts toward better profitability - . hBST

® Based on the advance implementation at the HQ, consider implementing various measures for improving productivity
throughout the company

‘_ Further efforts for improving productivity (HQ) | At the fiming of re-building

of HQ building
(move to_ atemporar

Drastically improve office)
decision-making = _ _ o

speed New HQ Building (image) Basic concept of new building
Reduce

printing/retention costs

Introducetheelectronié — ==
approval workflow === »

Digitize existing

Deepen regional
development and CSR

(Contribute to local
community)

Provide cutting-edge

financial services
(Improve customer

Use time effectively satisfaction)

i . documents
and provide high Enhance BCP
value-added (Improve safety for
. customers)
services

¥ Realize group synergy
Introduce the free-to-change-desk system T T e i

‘ Promote collaboration Q- ® No. of floors/Height: 19 floors/one basement (94 m) corporate value)
-

Set a collaboration area beyond the border of B Architectural area: Approximately 47,000 m?2
sections W Structure: Basement 1 - Parking
1st to 3rd floors: HQ sales department, etc.

Improve productivity

Introduce mobile PCs 4th to 5th floors: Drawing room, meeting room, and efficien 2%
large meeting room, etc. (Provide better working

|\J I i 6th to 18th floors: Office space environment

Introduce mternal mobile phones

and add the groupware* function . .
aredp Improve productivity by company-wide efforts

*Information sharing system using a corporate-wide network




// (12) Human resource strategies S HEsRT

B For achieving the “Mid-term Plan 2017,” actively promote various measures for “Enhancing human
resource development” and “Promoting diversity,” and improve job satisfaction for all employees

Focusing points | ~ Major measures

Foster professional personnel who can meet the requirements
for banking/asset management operation

Support
(. Establish a career path for each job that can show the vision of the future |
Enhance HR * Increase professional training and use the “Meister system”™
» Review the performance evaluation system that can improve motivation, and newly establish an
development awarding system — Newly create the “Dream Challenging System”

“Dream Challenging System” ... A system that provides an opportunity to employees who are excellent in their
current position and can be a role model, to try to move to a position they want to

be in without limitation.
9 e in without limitation y

* ltis a system to recognize an employee who shows excellent “Knowledge” and “Practice” in six operations; i.e. “Corporate loans,” “Personal loans,”
“International business,” “Financial planning,” “Deposits,” and Sales administration,”, and can conduct OJT training in the company.

Encourage female workers Strategically allocate mid-career
managers
Support
« Enhance career-up support for female workers to (Reference) Example of strategic allocation
cope with both working and family life emI?)Ia(:?/ rﬁg | Formerjob | Assignment T
Promote diversity « Employ femalg managers who have experience in T Planning &
other companies (managers at the HQ) June 2015 | IT company | Administration | Cyber security
Division
. Personnel &
. HR : :
Tarfgeer:] ;\llg. of 126 170 April 2016 co;zggf/e Gensi:/aixlsgifanrs Recruitment
As of April 1, 2017 T tin FY 2021 Investment
managers (As of Apri ) (Target in ) June 2016 Lawyer Banking M&A Support
Division




// (13) Enhancement of new service development S HEsRT

B Create new services and collaborate with promising external services using FinTech to create a new profit opportunity and
iImprove operation efficiency

Actions for ICT mainly using FinTech I

[ FinTech technical element ] [ Projects under consideration

Cloud/Mobile » Continuously develop and provide new services such as mobile applications of “Family budgeting/Asset management”
and “Shop visit reservation.”

» Consider constructing a platform for business customers that can provide a loan application and
management support menus.

» Use systems on a cloud basis, especially for distributed and internal operation systems

» Use an application with high Al function that enables dialogue style consultation and recommendation

» Improve efficiency of loan review by “Constructing an Al-based loan review model,” and enhance the earning
power in the banking business

» Implement measures for improving operation efficiency at branch offices and centers
- Improve operation efficiency by introducing the “RPA” (Robotic Process Automation)

' - Use the FAQ system with Al function as a support function for DMC and branch offices

L - Save labor and sophisticate the customer reconciliation operation/internal reconciliation operation using speech recognition and

text mining
API » Provide accounting/family budgeting services in collaboration with a cloud accounting service companies
_ and PFM (personal financial management) services
o » Consider providing a small-amount loan product with a simplified (automatic) review process using a cloud

accounting system
» Prepare for providing an innovative service by continuously conducting Hackathon/ldeathon

Blo?l.(. (Ehaln » Consider and realize a low-cost and convenient small amount settlement system that can be an alternative to
3 Zengin System/SWIFT

New services in collaboration with other industries

» Promote a partnership with other industries (non-financial) and Provide a service that cannot be realized only by
us to customers at a one-stop center.

Utilize the management resources (information and credibility) held by the Group 28




// Reference for this material

Yd/n="

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: Yashiki and Asano) |

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