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7 1. Highlights of FY2017 /RS
|

1 || Netincome on both parent and consolidated basis exceeded the mid-term plan target. P.4
| l
|

2 - The average balance of loans, including focused areas of loans to SMEs, steadily P.5
i increased and the interest on loans increased for the first time in 10 years. P.9

3 : Both corporate and personal deposit assets steadily increased. P.6
‘ The non-interest income ratio, including income from Hirogin Securities, was 35.6%. L P.7

4 : The non-performance loan ratio was at a favorable level, at a historical low of b 19
i 1.20% thanks to the support for management improvement. ] '

5 ! ROE, an indicator of management efficiency, maintained the latter half of 5%, while net P13
i assets steadily increased. L '
| The year-end dividend is planned to be 18.0 yen (after stock consolidation), Which is the same

6

* Initial projection (May 2017) +2.0 yen

‘ as the projection announced last November.




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

// 2. Overview of Financial Results for FY2017




// (1) Summary of business performance in FY2017
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B As for profit and loss in FY2017, net income decreased by 2.9 billion yen (-9.9%) on a year-on-year basis to 27.0 billion yen
owing to a decrease in profit and loss on securities, and profit attributable to owners of the parent was down by 5.4 billion
yen (-17.3%) to 25.8 billion yen from the previous year.

B With efforts to increase net interest income and net fees and commissions income as well as to reduce expenses, net income

on both parent and consolidated basis surpassed the mid-term business plan target.

(Billion yen)
Res U ItS I n Difference from the mid-term plan target
FY2017 YoY change (Change rate) | . omcmeninnovomner | CHomesiommmonam
Net iterest income 68.2 -3.2 0.0 24
Net fees and commissions income 17.8 01 06 1.8
Core gross banking profit 86.1 -3.0 ( -3.4% ) 0.6 4.3
- Expenses 53.7 -1.0 -0.6 -1.6
Core banking profit 32.3 2.1 ( -6.2% ) 1.2 5.8
Gains/Losses on securities 4.0 -7.6 -1.2 -0.5
- Credit costs 0.2 -2.5 -2.1 -0.8
Ordinary profit 37.9 5.3 ( -12.1% ) -0.2 6.9
Net income £, 270, 2.9 ( -9.9% ) 0.5 {52
Consolidated ordinary profit 35.0 -10.0 ( -22.2% ) 0.4 2.4
;ré)fgta?;triltbutable to owners of -258 5.4 ( 173%) 01 .27




// (2) Net interest income S hEsRT

' ® Net interest income was down by 3.2 billion yen from the previous year owing mainly to a decrease in
interest and dividends on securities despite an increase in interest on loans for the first time in 10 years.

Details of each item in net interest income

Breakdown of net interest income :
— - L (Average balance and interest rate)
(Bi”ion yen) Interest on loans
+0.1
Results in —
A
FY2017 YoY change
Interest on loans 61.0 0.1
Averagel Interest
Interest and dividends on securities 15.1 -35 balancel : rate
+2.9 -2.8
Deposits + NCD interest (-) 2.9 -0.1
R
. FY2016
Other interest expenses,etc. (-) 5.1 0.0 |41 4 bitiion -
. . yen
Net interest income 68.2 -3.2
<Changes in loan interest> C‘;gﬁg:
: i -3.2
685 72.8 @87 Loan interest — deposit interest | -3.6 Deposits +
66.5 g44 63. 2ﬁ 6 2 NCD mterest
57.9
89.9 88.6 /—/%(E)ther interest
79 . nterest  UERSGATISEIRERR Oy PRl
74, 3 HMJ——J Rt | billion yen
nter 02 ES 2 Interest and
ConSe 66.1 @48 63.9 dividends on
tlv 609 61.0 iti
rS untll y2019 for nine | I ’ : securities
-3.5
_l | | (Billion yen)

FY2007 FY2008 FY2009 FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017



// (3) Net fees and commissions income
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' ® Net fees and commissions income increased by 0.1 billion yen on a year-on-year basis as a result of expanding the

transaction foundation by shifting the business model from flow-type to stock-type business.
- B The ratio of non-interest income (including income from Hirogin Securities) steadily increased to 35.6% due to an increase in
net sales income from Hirogin Securities.

Breakdown of net fees and commissions income

Trend of non-interest income and its ratio
(including income from Hirogin Securities)

Results in (Billion yen)

FY2017 YoY change

Investment banking business 34 -0.3
Syndicated loans, etc. 2.0 -0.1
Sales of derivatives to customers 0.6 0.0
Asset management business 74 0.7
Investment trusts 2.1 00
Public bonds 02 01
Insurance products 30 -0.2
Financial instrument intermediary services 05 01
Foreign currency deposits 1.2 04
Group insurance premium 27 00
Domestic exchange, etc. 11.2 -0.1
Net fees and commissions income 17.8 0.1

Non-interest  _
income ratio

Non-interest income

RLLLL

l...

ratio -: 35.6% i@BiIIion yen)
33.2% 33.2%
() 32.3% \%

333 ?7 309 324' Hirogi.n I
i&‘ M L.S.B..l 5.2 Investment
i_3.J_l. 3.3 ’ ! 3 8 ' bankin

8.1 71 I 6.7 74 maréasgsfr;ent
16.6 16.9 16.6 16.4 | excnance.s
FY2014 FY2015 FY2016 FY2017
100.3 97.9 92.9 91.0

+ (net operation income of Hirogin Securities - financial income/expenses- Brokerage charge to the Bank/Trust fee)

Net fees and commissions income+ segregated trading income + other banking income (excluding bonds-related gains/losses) 1

Core gross banking profit + (net operation income of Hirogin Securities — Brokerage

charge to the Bank/Trust fee)

An increasing number of customers who hold non-deposit
financial instruments with the bank
144,388
132,405 132,461 135,468
MI Public bondsl
i26|8091 % %& Financial
+—9;645-4 b I instruments l
70,986 76,786 82,738 (8810 |
| _pourenc |
Investment
58,918 | 59,898 I |59,449 l 60,032
(customers)
End of End of End of End of
March 2015 March 2016 March 2017 March 2018 6

(* For the total number of customers, one cus

tomer who holds two or more financi

ial instruments is counted as one

(The number of customers in eacl

h product is counted respectively.)



// (Reference) Comparison with other banks™ (Fy2017)
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*1) Target... Top 15 first-tier regional banks, including FG and FH, in terms of the amount of funds (deposits + NCD) and first-tier regional banks in Hiroshima, Yamaguchi, Ehime, Okayama, and Shimane prefectures
g p g 9 p g g yi p
Mebuki FG, Kyushu FG, Concordia FG, Nishi-Nippon FH, Chiba Bank, Gunma Bank, 77 Bank, Fukuoka FG, Shizuoka Bank, Hachijuni Bank, Bank of Kyoto, Hokuhoku FG, San-in Godo Bank, Chugoku Bank, lyo Bank, and Yamaguchi FG

* Each data is calculated by Hiroshima Bank based on each bank’s financial statements. Data of FG and FH are simple aggregation of their owned banks.

Profit ratio of service businesses for customers and its increase/decrease rate

Non-interest income ratio and its increase/decrease rate

0.45%

0.40%

0.35%

0.30%

0.25%

0.20%

0.15%

0.10%

0.05%

Profit ratio

A

Hiroshima Bank

(Profit ratio: 0.27%,
Decrease rate: -0.01%) A

A
‘A\ Average of
A the top 15 banks

Average of the
. neighboring 5 banks

0.00%

-0.05%

-0.10%
-0.05%

AjA A

0.00% 0.05% 0.10%

YoY increase/
decrease rate
(%)

0.15%

Profit ratio of service
business tor customers

Loan balance x (loan interest rate — deposit rate) + fees and commissions

income — operating expenses

35.0%

33.0%

31.0%

29.0%

27.0%

25.0%

23.0%

21.0%

19.0%

17.0%

)

Non-interest
income ratio

Hiroshima Bank
(non-consolidated)

(Profit ratio: 32.2%, Increase rate: +1.5%)

Includes income of Hirogin
Securities
Ratio: 35.6%,
b Increase rate: +2.4%

| A
A

4 Average of
the top 15 banks

A
-AA’\‘ A

A Average of the
_ neighboring 5 banks

I A
A

15.0%

-8.0%

\

' (%)

-2.0% 0.0% 2.0% 4.0%

Average balance of deposits, etc. *2

(*2) Average balance of banks, which are not disclosed, are calculated by our bank using the formula mentioned below.
Average deposit balance + (beginning balance of NCDD + ending balance of NCD)/2

Non-interest
income ratio

Fees and commissions income + segregated trading income + other
banking income (excluding bonds-related gains/losses)

Core gross banking profit

YoY increase/
decrease rate




// (4) Expenses / IRERIT

B Expenses were down by 1.0 billion yen from the previous year owing mainly to a decrease in personnel

|
. expenses.

Trend of expenses and Adjusted overhﬁld rati_o

Breaﬁown of expenses

(Billion yen)
Adjusted overhead ratio (Billion yen)
61.4% 62.5% Non-personnel expenses
. 0 .
e A .
56.8% 57.4% . Major factors Change
2 —

Depreciation costs +0.2
542 05 537 1.0 4.7 10 537 P
I

— " T Deposit insurance premium -0.2 -0.2
Tax on acquisition of real estate -0.2 etc.
25.4 25.2 26.1 25.9
Non-
persoognel Personnel expenses
| Major factors Change
I | Promotion of the work-style reform
(overtime pay) -0.2
28.8 28.5 28.6 27.8 -0.8
Bonus (using a decision table of performance-linked pay)
Personnel _
o8 0.5 etc.
I I T T T ! 1
FY2014 FY2015 FY2016 FY2017

* Adjusted overhead ratio = Expenses Core gross banking profit 8



/7, (5) Balance of loans, deposits, etc. (deposits+NCD) and foreign

/7

currency funding
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i B The average balance of loans increased in all the business, personal, and local public sectors, up by 326.1 billion yen (+6.0%

| yoy).

. B The average balance of deposits increased in the personal and corporate sectors, up by 175.2 billion yen (+2.4% yoy).
‘ B For foreign currency loans, a sufficient and stable fund-raising capacity was secured.

Trend of the average balance of loans |

+326.1
(yoy+6.0%
5,757.6
. Loans to Iocial
5,431.5 90v§1rg?$n s
5,205.1 811.7 |.(yoy. +29.19
4,987.8
4713 |
Personal loans
+75.3
(yoy +5.5%)
447 .
1,247 .
| Business loans
+67.5
(yoy +2.0%)

(Billion yen)
.

Trend of the average balance of deposits, etc.

(deposits+NCD)
+175.2 I (Billion yen)
(yoy+2.4%) |
7'3091 7'4843 Local public financel
6,8811 I 518.8 I de_posits
6,534.1 oo 4 5249 | l s 12
132764 |
2,2461 Corporfte deposits
1,911.2 2 T (o $33%)

Personal deposits
+134.8

(yoy +2.9%)

FY2014 FY2015 FY2016 FY2017
Foreign currency fund-raising for foreign currency loans ‘

(Total of all currencies as of the end of March 2018)

FY2015 FY2016 FY2017

* Loans to local governments include public corporations.

FY2014

ltems Balance (Billion yen)
Loans 238.5
Total 238514
Stable fund-raising capacity
Deposits B 142.7 (credit line)
S5 O
Long-term fund-raising P 91.6
2T +45.5
Commitment line n 49.7
Total { 284.(5:. < 9




// (6) Loans to SMEs and personal loans S RESRT

i B The average balance of loans to SMEs steadily increased, supported by financial intermediary functions, including the enhancement of
| consulting sales.
| ® The ratio of loans to SMEs in business loans steadily increased, steadily promoting the change of portfolio.
| B As aresult of efforts to increase personal loans led by the headquarters, including telemarketing, personal loans increased by 73.9 billion yen
(yoy +5.1%).
B With regard to apartment loans, we took up loans that have sufficient stress tolerance, being recognized as effective as inheritance tax saving
measures or effective use of owned property.
Trend of the average balance of business loans ] Trend of the average balance of personal loans (including Flat 35)
3.498.2 (Billion yen) +73 9
3,378.7 34307  =7C \
3,2686 i | Business loans (yoy +5- 1 %)
and others
- Loan rate
,169.( } Qv8.3% 2nd o 1,518.9
— R— b Major o )
companies 0.37% 1,445.0 878.22
Mid-sized o o
| 2368 rLoarls%oO%ME companies 0.70% 1,379.9 8.0 Consmir1n?r1loans
20096 21726 22384 PP (yoy+5.8%) SMEs 1.11% Gu 71.1 (yoy +24.1%)
1,323.4 :
Total 1.14% 53 633
I — L — T T 1 58.1 A rt tl
FY2014 FY2015 FY2016  FY2017 4026 asts
Ratio of loans o o o o 371 1 : (yoy +8.5%)
bt};)iri“glszlsog]ns] 64.2% 64.3% 65.2% 67.7% 342 2 :
313.0
Trend of the number of business loan borrowers
Flat 35
‘ Number of business I 29.948 30.365 +417 5 |£ (yoﬂfg%)
949 8 Housing loans
Number of retail client +362 49. *27.5
l:gssetr:ag 1"3";'3'“ ga:Ssr; g 26,580 26’942 (yoy +1.4%) 871 5 8940 9223 oy +3.0%
25983 -— —
25,420 L (Number of business ~ _~
[ loan borrowers) (Billion yen)
End of End of End of End of FY2014 FY2015 FY2016 FY2017 10
March 2015 March 2016 March 2017 March 2018



// (7) Securities S hEsRT

B The average balance of securities decreased by 377.9 billion yen despite the re-investment of redeemed government bonds in
iInvestment trusts.

B The amount of interest-rate risk decreased from the previous year.
B The balance of cross-shareholdings reduced by 0.4 billion yen on a year-on-year basis through dialogues with issuing entities.

Trend of the mterest rate delta

Trend of the average balance of securities | |

1,962 . 6 (Billion yen)
1,942.4 36
L 0d 1,812.1 -37179_90/ ‘ ~—
| 79 276.2 foreign currencies
795 | 1,564.5 - 1.0
L.83.1.1 »
| 80.1 1§ :
331.6 ' 16 13 1.5
3047 || e - . Or—
G End of End of
318.4 384.6 7.4 Mafgﬁzocfns MaEgr?;éW March 2017 March 2018
1416 . (yoy +4.6%)
| 823 | Stocks Trend of the term-end balance of cross-shareholding (including private REITs) |
138.7 ' 1
135.9 (yoy 10% . 0.4
' 264.7 -U. I (Billion yen)
Fore|1g1ngt.)gnds 7?52 75. 6 ov -0.59
(yoy -31.2%) . —1-0 73.4 73.0 Private REITs
Municipal bonds 13.3 et el (yoy:%gA%)
9.2 i
(yoy -6.8%) Shares of afF liate!
1,139.0 13.3 134 | | oy o) |
998.7 961.5 4.1 -
G t Non-| Ilsted share!
696.1 |  bonds 4.2 L4 d | oS 1
-265.4
(yoy -27.6%) Llsted shares
54.2 533 || oo |
End of End of ' End of End of
na o na o na o nd o
FY2014 FY2015 FY2016 FY2017 March 2015 March 2016 March 2017 March 2018

Government bonds, etc. 4 0

(Billion yen)

11



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

B Credit costs remain continuously low as a result of active support for business revitalization and
management improvement of clients.

# NPLs (term-end balance) decreased by 1.2 billion yen to 71.4 billion yen on a year-on-year basis, with NPL
ratio hitting the historical low of 1.20%.

Trend of credit costs - | | Trend of NPLs (term-end balance) and NPL ratio
| Credit cost ratio | (Billion yen) (Billion yen)
0
0.05 A) / 0/ 005% 1.88% NPL ratio (after partial direct
A 0.03% A ’ amortization)
\A/ “-‘(‘)"O'O'c'y'.‘- j/ annEEug,

. (V%Y ** .,
M anns® 977 37% 128% l’ 120% K

\ ) ...:‘-_‘$

18.8
| -1.2 |
73.5 72 6 714
14.7 1
251 16.8 | sub-standard |
e
26 2.7 70.0
2.
‘ 1.7 41.5 220 B \__Doubtiul_|
-2.5
Credit i
I 0.2 TLSJ[SJ 8.9 7.0 6.3 | Bankrupt, etc.

FY2014 FY2015 FY2016 FY2017 Mareh 2015 Mareh 2016 Mareh 2017 Mareh 2018 12



// (9) Capital adequacy ratio and ROE
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' ® Consolidated capital adequacy ratio was at a sufficient level of 11.07%.

' ® Consolidated ROE was maintained at a level of latter half of 5% while net assets steadily increased.
I

‘ Trend of consolidated capital adequacy ratio and
the balance of subordinated financing

Consolidated capital
adequacy ratio

11.15% / 11.33%

gunuEEEL,

11.10% %, 11.07%,"

B |
Reference:
BIS Standard
12.24%
26.0 l
. Bal f
2 5 ' O sul?oe:zi(r:fa\’?ed
financin
15.0 15.0
(Billion yen)
" FY2014  FY2015  FY2016 FY2017

Trend of consolidated ROE and net assets

G.V

7.1% 6.9% Consolidated

/ ROE

Net assets
(consolidated)
462.1
4416 447 .2
397.0
End of End of I End of I End of I
March 2015 March 2016 March 2017 March 2018

Net assets [Total term-beginning balance of net assets (excluding share acquisition right) + Total term-end balance of net assets (excluding share acquisition right)] /2 13



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

// 3. Progress of Mid-term Plan 2017
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// (1) Progress of Mid-Term Plan 2017

Yd/n="

Management strategies in Mid-Term Plan 2017

Assets

Liabilities

Off-balance
(Customers’ accounts)

Loans ‘t

v Promote loans to local SMEs
by providing consulting services

v' Promote efficient sales of
personal loans led by the
headquarters

Expansion of volume
with “high quality”
Increase loan interest

ange of the portfolio throug
controllable risk-taking <gg

Securities@ DOWN

v' Appropriate risk-taking
according to the market
environment

Banking business g
Deposits @ uP

v Increase steady
personal deposits

Non-depositsf uP

v’ Practice “Fiduciary duty”

v Promote efforts to
contribute to stable asset

Shift to building
non-deposits

Increase the balances of corporate and personal deposit assets
and asset management income

Capital adequacy ratio

Retained
earnings

Asset management
business
(including business
with Hirogin Securities)

5 up

Achieve the management objectives through key earning generators:
income from high value-added banking business and non-interest 1
income from asset management business

Regional development |

Structural reform projects |

digitalization

Response to financial

Branch office strategies |

Results of FY2017 (Summary)

We steadily executed management strategies and generally
achieved the management objectives in the first year of the mid-

term plan. P16

We enhanced asset management business, including collaboration
between banking and securities businesses, achieving the target of
the balances of corporate and personal deposit

assets. P.17-18

We enhanced consulting sales through feasibility studies (qualitative
analysis) to practice value-added sales.

P.19-20

We actively participated in local development, including structuring
of private REITs.

P.21

We managed to secure personnel by implementing the work-style
reform and reallocated them to promising markets.

P.22-24

We enhanced the system to make a speedy response and
strengthened efforts for new payment methods.

P.25

We considered building new channels (including branch offices) to
provide customers with optimal financial services, including
establishing innovative branch offices with a view

to the next generation. P.26 15



// (2) State of achievement of Management objectives
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Average balance of corporate

(Billion yen, %)

Evaluation: O

Profit attributable to Consolidated ROE -
owners of the parent and personal deposit assets
Final year Final year Final year
30 billion yen around 6% 10 trillion yen
. or more S or more
25.8 A
23.1 5.6% )
| 9,063.7 9,088.0
Compared to the
Compared to the 5.1% mid-term plan targe
mid-term plan target +0.5% Qompared to the
+27 mid-term plan target
+24.3
FY2017 FY2017 FY2021 FY2017 FY2017 FY2021 FY2017 FY2017 FY2021
Mid-term Results Mid-term Results Mid-term Results
plan plan plan

Non-interest income ratio
(including income from Hirogin Securities)

Consolidated capital
adequacy ratio

Evaluation: O

Adjusted
overhead ratio

Evaluation: O

Final year 11.0%
40% or more 10.8% ) 67.6% [ Compared to the
Compared to the mid- -07o mid-tern;) ;;I;a/n target
term(np;EiRet:sr;gi;ne(::En:SJ% Compared e =
compared to the plan +1.7) mid-term plan target| Final year 0 )
p p +0.2% S Mo% orymore 02.5% : Final year
35.7% 35.6% i _, 50% level
(30.7) (32.4)
FY2017 FY2017 FY2021 FY2017 FY2017 FY2021 FY2017 FY2017 FY2021
Mid-term Results Mid-term Results Mid-term Results
plan plan plan

16



//(3) Enhancement of asset management business 1
— Collaboration between banking and securities businesses —
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" Promote increasing the number of joint offices (from FY2016 +11 offices) and increasing the number of sales
persons (from FY2016 +20 persons) and provide customers with financial products and services to meet
their diverse needs by working together with Hirogin Securities.

Enhancement of BK/SE unified management | Promotion of financial instrument intermediary services

Wholly-owned
subsidiary
(June 1, 2017)

10,698

Number of active accounts of
financial instrument

< intermediary services

8,690

9,049

ILEEETT \ o O3=AS —

719.1

Provide active

Provide stable

1
1
1
1
1
i
management products 643.7 . Hirogin Securities

management products (stocks, Structured Bonds, etc.) 613.7 i 141.9 Balance of

. I intermediary

737 87.6 . transactions
o 1
1
1
Measures Results (including estimates) !
1
1
1
q 1
Strengthen sales power to acquire new | | The number of employees of the bank :
accounts of financial instrument Seconde‘i tgoHp'gg;”nfeC””t'es I
intermediary services (April 1, 2017 to April 1, 2018.) Japan'’s first '
Securities companies 1
) _ affiliated :

Hirogin Securities was qualified i (g el e : Term-end balance
Enhance measures to meet needs | |t conduct trust agreement agency 1 (fair value, billion yen)
for inheritance tax saving business and bank agency business End of March Endof March ! End of March
J (January 4, 2018) 2016 2017 : 2018
Hiroain Securtt I
. . Number of joint offices (total number Irogin Securities i e
Increase the number of joint offices injcluding booths) Net sales income 20.5 million yen| | fyf'y1+£:ﬁ?nfn?
to provide one-stop function 3 8 14 per sales person : '

(FY2016) (FY2017) (Planned for FY2018) 1

17



7 (4) Enhancement of asset management business 2 / =
/ — Business for senior customers — /" ILSERT

B Enhance the business targeting senior customers, including corporate owners, based on services for inheritance/donation,
and aim to achieve the target of 9.36 trillion yen of corporate/personal deposit assets as well as 35.8% of non-interest income
ratio by implementing customer-oriented business activities.

Hiroshima Bank entered into the trust business (testamentary trust)
(from April 2018)

' Accumulation of average balance of corporate/personal
deposit assets (including Hirogin Securities)

Non-interest > o
income ratio 35.6% | 35.8%
33.2%
9,360.0
(Inheritees) (Inheritees) (Inheritors) (Inheritors) (yoy +3.0%)
( \r 1/ \r 9,088.0 >
. i Propose management 8,81 57
New points Deepen relationship Exgg:ggo\:mﬁ of of Fnheritancegassets
of contact with Inheritees inherit (second inheritance
Inheritors tax saving measures) 1 820
. L i ) ) ,603. (yoy+12.6
[Deepen relationship with customers, including next generatlon] ,506. Corporate and persoral
non-deposit products
include Hirogin Securitie
Trend of the number of contracted business with senior '
customers (inheritance related businesses) l_Real e I

1,963 (Number of contracts)

7,540.
1,262 7,309.1 oy +0.5%
1,008
317
1,443 Living trust il
M 720 712 FY2016 FY2017 FY2018
L1821 Prospect

(*) The balance of Hirogin Securities’ non-deposit products is fair value.

FY2014  FY2015  FY2016  FY2017 18



/7 (5) Enhancement of high value-added banking business 1 / —
— Business loans — /" LSBT

'® With provision of comprehensive solutions to customers’ diversified needs, we increase the balance of
- loans to SMEs as well as income from investment banking business.

Mazda-related suppliers' needs Government support for SME

v" The government developed a new economic policy package to aim to realize a nominal GDP
v" The next three years until 2020 have been set as a period of intensive investments.
v’ Launch the next-generation products . _ Productivitv revolution
from FY2018 (7th generation) > FSt?hb“Sh atnd upda;c_e facilities y o
v Establish a joint venture with Toyota orr d © ;‘lex -generation Promote new capital investment ] Subsidies
Motor Corporation and build a new products Tax breaks
plant in the U.S (2021) > Build new plants ar_wd (.anhar)ce Improve operation by introducing ITJ J
4 the existing plants in line with
Mazda’s advance to the U.S. Support for smooth business :
SuCession Rath of apsence of successor
in Hiroshima Prefeture73.4%
2 - : . _ (National average 66.5%)
Needs arise for funding, overseas advance and Needs arise for capital investment 5th in Japan
business matching and business succession Higher needs for business
succession than other prefectures
(Reference) Teikoku Databank
Develop a system to meet the diverse needs I | Accumulate income from banking business I

. AN About 2,780
Products and services Support system | Balance of loans to SMEs | PN

29384 2,368.7 )
\/ i i - . ’ - il /
Our unique consulting-type loans O RM by industry - About 5
« Loans with principal-exempted in case of . . —  \/
large earthquake O Persons in charge of business -
* Loan system to support growing fields matching 3.7
» Business succession support loan, etc. ) | Business 34
v’ Business matching O Persons in charge of M A !—Imamh'"g' 2ol 102 0.2 Income from
At ; : O Overseas representative offices — 0.56 | | : :
v' Derivatives (hedge against foreign : _ Derlvatlvesl |.0.53 4 investment banking
exchange and interest rate risk) O Persons in charge of consulting =—— business
v" Support for overseas advance with corporate owners | loans etc.l 2.15 202
bonde public |
e — R .0.43_{ Billion yen
e A R T e A ~0.32 1 (Billion yen)
ot e :‘-'.E:é :i*‘,, ii«a‘r Rt s .0.45 | 1.0.36.4 . .
LY h@ A 3 FY2016 FY2017 FY2021

Prospect 19



/7, (6) Enhancement of high value-added banking business 2

/ — Personal loans —

Yd/n="

' ® Increase the balance of personal loans by establishing a promotion system through launch of new products and utilization of

headquarter functions without involving branch offices.

. B Enclose customers by providing companies and schools with employee identification IC card and student identification IC

~__card that integrate daily-use functions and financing functions.

Accumulation of the average balance of personal loans

4 N\ D
Introduction of “Super Flat 35” Effective promotion led by the
v Fixed rate is available for the entire headquarters with sophisticated EMB*
period (up to 35 years) support
v More interest advantage than the Telemarketin
existing Flat 35 (DM) (SMS) ( 9)
v" Qur interest risk and credit risk are ﬂ
reduced by securitization . o
* Launched on =
May 7, 2017 ﬁ
First regional bank
in western Japan (*) Event Based Marketing...Marketing reflecting changes in customer behavior
— J \. J

1,518.9 1 ’590'(_) I Limited-purpose l

1,445.0 ’
L gg E : ﬁj Card loans |
439.0 Apartment loans,
4009. tc.
379.1 09.8 —
Housing loans
994.8 1,020.9 1,049.08 ", Fiatas |
- (Billion yen)
FY2016 FY2017 FY2018

Prospect

Promotion of affiliated credit cards

ﬁ————-----?----------'

<Progress of promotion of affiliated cards>

11

Number of affiliates

Children and Working generation Senior generation
students -
i A A H
[ ﬁ P\ |
bt i Xy g |
T, “
'E . .
@ IC ATM card <Hirogin>Value One <Hirogin>Value One Gold
© ) JCB platinum card
[0} L2 | All-in-one card —
k7 W e ,-f"" with functions of l |
@ ATM card, credit e
> y / - card and card loan X
PASPY HIROCA
% Transportation- ] [ Local e-money ]
lated IC card i
§ relate car h_ ;!._F"
+< |IStudent identification ' ificati
5 ) Employee identification IC card Considering adding brand
:‘S_E IC card Student card S Egﬂ%ﬁ debit cards
2 | J— with e-money || | [ETTERS == e-money (JCB Visa)
1 75 function : ~ vy function |
| 2= : s o @ 1

15

.5 12,310
Number of
. 3,031J 3,793 4,864 issued cards
2015/3 2016/3 2017/3

2018/3
20



// (7) Initiatives for efforts for regional development R8RS

| ® As aleader of local revitalization, we actively support regional development, including reconstruction of our
~ Head Office building and structuring of private REITSs.

<Major projects in Hiroshima city>

- . . H 1
, - — . B Project to rebuild (Completion image of
Futabanosato land readjustment project Redevelopment of Hiroshima Station . EKICITY HIROSHIMA ) . New H.O. building)
Izumi Head Office building ...Completed in Oct. 2013 South Exit Square | Housing building and... completed in Jan. 2017 Hiroshima Bank,
High-precision radiotherapy ...Completed in Oct. 2015 - Development of the Free ...Completed in Oct. 2017 | commercial building . .
ot = 7 Passace 1 Head Office building
Condominium ...Completed in Jun. 2016 I Development of the South ...Expected to complete in 2020s 1 Commercial bldg.: 11 floors and one basement
=== Hiroshima TV Head Office building -..Completed in Mar. 2018 Exit Square 1 Edion, medical facilities, etc.
Hiroshima-higashi Police Station, ~ ...Expected to open in fall Change of the traffic system ... Expected to complete in 2020s Housing bldg.: 46 floors and one basement .
etc. of 2018 Reconstruction of the station ...Expected to complete in 2020s ~ : Total number of condominium i Expected to start construction in
buildi |n ;
” i S S NN feppaiini January 2019
ey Expected to complete in January 2021
TEFLS o
. ._ Al
Kamiya-cho and Hiroshima - ; I".
10bori area SAtion [ i e o s o e i i e e e ol
3 BIG FRONT Hiroshima
East building ...Completed in Mar. 2015
(pachinko parlor)
v I East building (others) ...Completed in May 2016 .
"""""""""""""""""""" \\I West building ...Completed in Aug. 2016 Flrst
1 q
o==1 ici i L o A
4 v mm;;‘lgﬂl osf%(::ﬂgnpark : West building: 5:32 ﬂtéors and :w: l:r;(der !hﬁ_gmund 3 Stru Ctu r ng Of Pr|vate RE ITS reg|0na| ban k
\‘,\__ ¥" Move and reconstruction of Chamber of 1 et'g amera, Hotel Rawashima
9 Commerce and Industry building =~ v P
\ H N 1 Total number of condominium
A Ezg:x:tlﬁirgggg o If;mnlqyaa”-)cho o I units: 514 v Investment targets are real estate related to local
S g ‘ East building: 10 fl d b: it . .
e Pa | Ammneet { L inke Parior. car parks. redevelopment and reconstruction projects

v Our wholly-owned subsidiary Hirogin REIT

_ﬁ‘; Other projects (in Hiroshima Prefecture) Proj_ect fo_r the use of_the former site | Management gives mvest.ment instructions
3 v Project to utilize the former site of of Hiroshima University headquarters - 2 v As the leader of community development, the Bank
Hiroshima-nishi Airport 352235'”" 822‘;!323 e Redevelopment of Hijiyama takes initiatives for the regional redevelopment,
v Construction of a football stadium R (s --Completed in Apr. 2017 Park contributing to local redevelopment and
v ini i R t isting faciliti ... Until Mar. 2019 5 H 5 A
'I:}’Sl(jue)\l/ae':?ggfarlfoor: the front area of Condominium ___E;(a,Tlezcgz%m complete in Ee(r%:%emrsa;&gﬁarmgmetem etc.)Fm Aar e revitalization of regional economy
stablish new facilities ... From Apr.
v Utilization of the former site of Fukuyama (observation facility
municipal race track Modern Art Museum, etc.)
LT U ) T
v’ Privatization of Hiroshima Airport, etc. :»,\} @ [ ||
‘\l‘r m |

Actively engaged
in community development
from the planning stage,

4 R
O It is expected that the population and the
number of households will increase, and the

Kamiya-cho and Hacchobori area of Hiroshima was
designated as a candidate for a city revitalization
urgent development area (February 2018)

Being designated (determined), the area will have level of land prices and rent also will increase. . .
) ) sp(ecial benefit; O The number of private urban development ContrlbUtlng to the
v Restriction and limitations (use restriction and floor area projects will probably increase. reV|taI|Zat|On Of reg|0na|

limitation) will be eased. i .
v’ Special taxation (tax reduction on registration and license and Contribute to the Improvement

. o economy
acquisition of real estate, etc.) L of regional productivity

21



// (8) Initiatives for structural reform S HEsRT

B Find more time for sales promotion and personnel through various structural reform projects and relocate
human resources to promising markets and the headquarters.

Structural reform project name Outline Effects
v Use sales-supporting devices (tablet)
v" Integrate customer information and management tools
Sales Promotion Reform Project dispersed by business type
v Receive application for financial instruments by tablet Managed to secure 180
P.23 v’ Secure customer service time through intensive members of personnel (FY2017)

management of actions and results

v Receive application for a personal loan by tablet
Personal Loan v Centralize back office work to the headquarters Reallocated personnel (April 2018)
Low Cost Operation v' Centralize housing loan refinance and apartment loan
sales to the headquarters

O Reduce documents :“""“_"“_"““"""“"""":
Project to Reduce the Labor Burden O Reduce the use of seals or : To secure about 130 :
. signatures ! !
at Branch Offices v" Thorough reduction O Reduce the vault | members of personnel :
P23 D R o e eooks | (in total between FY2018 and FY2021) !
b e L |
v" Implement measures to reform : T b E
i i : ; O Non-territorial office l O secure personnel by |
Head Office Reconstruction Project working styles at the O Electronic approval ! imorovi o !
) _ ! proving productivity !
headquarters, taking advantage O Internal mobile phones ]
P24 of the temporary Head Office O Mobile PC : (FY2018 to FY2021) :

Enhance functions of new channels (mobile application)
Diversification and enhancement of settlement functions
Respond to open API

Enhance marketing

Response to Financial Digitalization
P.25

AN NN




// (9) Initiatives for the work-style reform 1 — Branch offices —

Yd/n="

I B Taking various effective measures, manage to secure personnel and customer service time to provide high-value-added

services.

| Increase customer service time by sales promotion reform project |

Project to reduce the labor burden at branch offices

Use of integrated operation support system TomorrowNavi

Bwl &¢ v 8

Sales staff Loan staff

Customer
Input |
a . » Unify the input system \
TomorrowNavi .
» Seamless collaboration of each
Customer Management tools system, information and tools
information

v' Management of
v' Quantitative information prospective customers
v Qualitative information v' Due-date control

v' Transaction information v’ Behavior management
v' Past information v’ Performance

v’ Sales policies management
| I
Sales tools Operation tools

Build a system to generate

sales promotion time

v’ Hearing of needs

v’ Qualitative analysis

v' Evaluation of own stock
v FP tools

v' Inheritance-related

v Intermediary service
v' Business loans

v' Financial products
v Personal loans

\
2nd half of FY2017
1st Half of FY2016 (comp:red waith 1ost half of FY2016)

CA: About 200 About 270 minutes

Customer . minutes (+70 minutes)

Service time

(per day) AR: About 240 About 280 minutes

’ minutes (+40 minutes)

(1) Use of tablets for transactions in the lobby

Customers are recommended to
- l use a tablet for transaction
n during the waiting time.

(2) Reduce the labor burden and manager’s task

guide customers in the lobby to the

Eliminate the reception desks and
appropriate channel

0 can be reduced by

)

The number of managers
reducing the labor burden.

Person in charge p
of sales work W

B &4

Person in charge
of office work
Person in charge
of loans

a

(3) Reduce the vault

~
Cash and passbooks, etc. in stored in the vault
Manual management  System management

To reduce about 520,000 work hours in total a year

by developing the above measures and other measures
(between FY2018 and FY2021, compared with the 2nd half of FY2017)

Secure about 130 employees and relocate them (FY2018 to FY2021)

(& J
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// (10) Initiatives for the work-style reform 2 — Headquarters — /REERT

B Strengthen initiatives (including pilots) to improve productivity, taking advantage of the temporary Head Office in February 2018. I

Introduced the non-territorial office system

Reduced storage

The pilot project started Reduced documents costs
Promoted collaboration -~ E in March 2018
beyond the border of Rt L -
sections — =]l = -
- ; - = August 2017 February 2018
Introduced internal mobile phones - Started disposal and digitalization » Reduced 80% of the
' = of the existing documents existing documents

The pilot project started

- B in February 2018 R
4 jﬂ 230 phones (as of April 2018)

Use time effectively to provide \
high-value-added services

Introduced the electronic Reduced printing costs

Dramatic improvement approval workflow Introduced mobile PCs

of decision-making

Number About 11.4
speed of printed | POt 126 | milion sheets
million sheets (reduction rate:

sheets about 10%)

Reduce 50% of printed sheets
by September 2018
(compared with the monthly average in FY2017)

Initial Expanded

_ _ introduction » gradually

Full introduction from August 189 PCs
from April 2018 2017 (as of April 2018)

24



// (11) Response to financial digitalization PN

B Strengthen the internal structure in order to speedily respond to rapidly progressing “Financial digitalization.”
B Aim to realize customer services utilizing new payment methods starting with mobile application and new technologies.

‘ Strengthen the structure to make speedy responses | | Start operation of payment application

Changes in the environment Compete with other industries OAEA PayB ; 'Sl'arge:; arbe tax,dpublic utility feef a:_nd rq?lil-orderrfahyment.
surrounding the bank Can the Dbar code on a payment slip with a smartpnone

camera and the payer’s account is debited simultaneously.
v / - v' Those payments are available with a smartphone anytime,
v Progress of cashless payment ‘ P 3 y LINE /@ J.:» anywhere and easily.
S~
v Diversified and sophisticated ) 9, _ — s
payment methods || ||I||I . i,.“ e e « u
— e il
v Progress of open innovation ORakuten - s | BN e
(including disclosure of API) U3EAPayB =t L L . ....
— | amime | T

v" Utilize mobile application
v Initiatives for diversified and
sophisticated payment methods

with the use of Al (Second round)

‘ Demonstration experiment of sophisticated examination of loans

v Develop new services and businesses according to Second target
changing environment First target
Ch in th Other int | Data fi
e I J  Defaul
Financial data Commercial Data from information
distribution Teikoku Databank
information
\/_
: L : L
Reorganized to “Digital Innovation Office
(February 2018)
(Formerly “New Business Development Promotion Office”) N

» Aim to improve the accuracy of business model and

» Unified headquarters’ functions regarding mobile application, etc. .
> Strengthened the organization (4 members (April 1, 2017) enlarge versatlllty

= 11 members (April 1, 2018)) = Consider structuring business loans in the future

Z



// (12) Branch office strategies
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B To build new channels that can provide customers with optimal financial services, the bank is considering reviewing the

# Collaborating with other industries, the bank has established “an innovative branch office with a view to the next generation”

I branch office functions, reflecting the market changes and deregulations.

that has advanced features and information transmission functions that contributes to local revitalization.

‘ Review the branch functions

Establish innovate branch offices
with a view to the next generation

Changes population
in the market

The bank aims to provide customers with consultation services and transactions
through any channel they prefer to use anytime and anywhere.

’-----\

v" Decreasing number of visitors to branch offices reflecting the declining

v’ Various non-face-to-face channels and changing customer needs in line
with the progress of ICT FinTech (*Information and Communication Technology)

(New)
Hacchobori
Branch*

(from Dec.19 2017)

In addition to enhanced consulting functions, the office
has advanced features and functions with the use of
ICT and an information transmission function that
contributes to local revitalization and regional benefits.

Deregulations v Flexible business days and hours set up by each

. branch office
(Banking Act) { it office managed by multiple banks

) Review the branch functions

» Enhance customer services by building a
network of core branch offices and small
and compact branch offices

— Review the form and functions of
branch offices by reducing the labor
burden

— Specify the roles of branch offices
according to the characteristics of the
market

— Increase the number of joint offices
with Hirogin Securities, focusing on
medium branch offices

-
» Flexible branch office management
reflecting deregulations
— Flexible setting of business days and

hours (realize both “strengthening of
customer contacts and enhanced
customer services” and “efficiency”
according to regional circumstances
and customers’ needs)

(* Startram 1-2 F 16-11 Hacchobori, Naka-ku, Hiroshima)

B Foreign tourist information center

Setouchi Information Center @ HIROSHIMA BANK

v Operated by Setouchi Brand Corporation
v Introduce specific places where tourists can discover the

attractiveness of Setouchi.

8 v Aim to inspire tourists to extend their stay and repeat

visiting the Setouchi area

B Robot concierge Robopin

employees

while displaying

v' Verify the scope of future banking operations that may be
substituted by robot (joint proof experiment with Fujitsu Ltd.)

v All windows have this display (First in western Japan)

v/ Communication robot developed by Fujitsu Laboratories Ltd.
v’ It guides office facilities and provides information on tourist
facilities in the surrounding area on behalf of human staff

}
' v/ Mesh LED display through which the other side is visible

26



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

/ L
/ 4. Initiatives for
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// (1) Initiatives for ESG S HEsRT

| B Aims to enhance corporate value on along-term and continual basis through initiatives for the environment, society and
.___governance

: Efforts to enhance governance | _ Efforts to consider environments |

¥ Loans for environment-friendly companies
Global environmental 'support system

E Eco-friendly new Head Office building with
the use of latest environmental

Strengthen group Strengthen the governance Eco Harmony technologies
1 Characteristics
governance Of the entlre group @ Available for companies that have obtained 1SO14001 | Natural ventilation system
certification or Eco-Action 21 certification, aiming to reduce Wind Heat Use of underground heat
the environmental load i

<Restructuring of group Companies> @ Available for the purchase of low-emission vehicles, the Natural control of blinds
establishment of clean energy facilities, and funds for the

purchase of carbon emission rights
‘ Balance ’

July 2018  Hirogin Mortgage Services and Hirogin
(expected) Business Support will be merged.
= Hirogin Business Services

(Completion image of
New H.O. Bldg.)

Loan type: 1.9 billion yen / private placement
bond type: 6.1 billion yen (end of March 2018)

Hirogin Solar power loan

Light| LED lighting

April 2018 Hirogin Lease and Hirogin Auto

Characteristics ) o

Lease were merged. @ Available for users of the Feed-in Tariff Scheme for Water| Use of rainwater |

= HIrOgIn Lease This raises their contribution Renewable Energy ] |
(surviving Company) awareness to improve the @ Auvailable for up to 15 years of loan period

bank’s mid-and long-term Bal
) ) o performance and increase . ElEmES -
June 2017 Hirogin Securities was une 2017 corporate value 9.2 billion yen (end of March 2018) Expeced 0 compltein
acquired as a wholly- une
Y Introduced the stock compensation scheme

owned subsidiary (BIP trust) for directors and executive officers EnCOU rage female WO rke rs I

June 2016
One outside director was added.
= Outside directors accounted for 30% of

B Female managers and supervisors v Introduced the remote work system (work-at-home)
to some of users of the short-time work system

- The proportion of women v/ Strengthen support for the career advancement of

the Board of Directors. among managers and .
Three among five auditors were outside auditors. supervisors users of the work-family balance support system,
10.8% - 4\\/‘ 170 etc.
December 2015 Ensure the transparency and objectivity of v
Th i it p the decision-making process regarding 9.3%
€ compensation committee an compensation for and designation of 135
the nomination advisory committee outside directors and executive officers

were established.

The bank was selected as MSCI Japan
9] MI Empowering Women Index (WIN)

126
ol

Optimize the personnel structure
Speedy decision-making
Clarify management responsibility

June 2015
» Select Japanese companies that have
_ gender diversity and can withstand the
Ml future labor shortage
> ltis invested in by Government Pension
Investment Fund (GPIF)

* One outside director (woman) was appointed

* Reduced the number of directors and the term to one vy Further enhance directors’ contribution ] 10

129|

awareness to improve the bank’s

» Review the performance-linked compensation for directors performance and their morale

. . (Person)
» Review the executive officer system Make clear separation between ! . = T
execution and management 2017/4/1 2018/4/1 2022/4/1
to strengthen functions 2 8




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

// 5. Business Forecast for FY2018
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// (1) Forecast of business performance and dividend in FY2018 ' [rB8RT

' ® For the performance in FY2018, we expect that the net income will decrease to 25.6 billion yen owing to the impact of no
benefit of the reversal of provision for investment loss regarding shares of Hirogin Securities in FY2017, while profit
attributable to owners of the parent will increase to 26.5 billion yen for the first time in three years.

| B The forec_ast for the_annual dividend is expected to b_e 18 yen per share bj\sed on the payout table.

Business forecast for FY2018 Payout table and estimated dividend in FY2018
(Billion yen)
Dividend per share
FoFr?(czaOs;tSfor Profit attributable to Consolidated
YoY change owners of the parent @) payout ratio
Fi(;e)zd Perfgrmadnce— (1 )+(2)
Net interest income 69.0 0.8 ase
Interest on loans 61.2 0.2 Over 33 billion yen 12yen | 12yen | 24 yen |Less than 22.7%
Net fees and commissions 17.2 0.6
. . =-U. o
Income Over 30 to 33 billionyen | 12yen | 10 yen | 22 yen 3280;0 toless than
Core gross banking profit 86.2 0.1 P
o
- Expenses 54.0 0.3 Over 27 to 30 billionyen | 12yen | 8 yen | 20 yen gg?é) o less than
. (o]
Core banking profit 32.2 -0.1 e
—>{ Over 24 to 27 billion yen | 12yen | 6yen | 18 yen gg'%" BRI e
Gains/Losses on securities 3.7 -0.3 o
o
- Credit costs 0.5 0.3 Over 21to 24 bilionyen | 12yen | 4yen | 16yen |20 o) '© 958 than
Ordinary profit 36.3 -1.6 9
Over 18 to 21 billionyen | 12yen | 2yen | 14yen gg'gé" toless than
Net income 256 1.4 o
18 billion yen or less 12yen | Oyen | 12yen |20.8% or over
Profit attributable to owners
of the parent 26.5 0.7

<Market scenario for the business forecast>
JPY TIBOR3M: 0.07%, JGB 10 years: 0.10%, Exchange rate(USD/JPY): 112.5 yen, Nikkei stock average: 23,500 yen 30



// 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: Yashiki and Asano) |

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