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1. Highlights of Interim FY2017 /" ICSERT

' Interim net income increased compared with the estimate announced in May, thanks to

| the rise of net interest income and reduction of expenses.
9 ' Ratio of non-interest income steadily rose, achieving 33.6% after adding the contribution
- from Hirogin Securities.
~ Average balance of focus areas such as loans to SMEs and personal loans increased
3 || year-on-year.
=» Loan interest income has increased year-on-year since July. S
4 ' Aided mainly by support for management improvements, non-performing loan ratio hit
' arecord low at 1.25%.
9 | ROE (consolidated) indicates that management efficiency is maintained at 6% level.
6 Due to a larger-than-expected increase in profits, the annual dividend forecast was

| revised up by ¥2.0 per share to ¥18.0 per share*

*Dividend after the reverse stock split
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// (1) Summary of business performance in interim FY 2017 /IRERT

® In spite of the reduction in expenses and the decrease of credit costs, net income for interim FY2017
decreased by ¥2.7 billion from the year earlier to ¥17.6 billion, and interim profit attributable to owners of the
parent decreased by ¥5.7 billion to ¥15 billion, mainly due to a decrease of gains on securities.

B As we made efforts to increase net interest income, and net fees and commissions income as well as further
reduce expenses, interim net income was higher than the estimates announced in May both on a
; conspli_dated an_o! non_-c_ons_olidat_eq_basi_s.

.(¥-billion)

Results for . -

interim FY2017 YoYchange ( Change rate ) D'”Z:ﬁ"ﬁﬂtg?iﬁsaamyates

Net interest income 34.9 -0.8 1.9

Net fees and commissions income 8.8 -0.3 0.6

Core gross banking profit 43.8 -10 (1 -2.3% ) 2.6

- Expenses 26.6 -0.7 -1.0

Core banking profit 17.1 -0.3 ( -1.6% ) 3.5

Gains/losses on securities 3.9 9.9 0.2

- Credit costs 0.8 -1.1 0.3

Ordinary profit ‘2_3_.1__< 45 (1 -15.9% ) 6.4

Interim net income (176 ) (27} -131% ) 5.3

Consolidated ordinary profit 18.7 -10.2 ( -35.3% ) 0.5
Interim profit attributable to TN AN

) - "W - 0
owners of the parent (\15'_0_—" (\-5_'_7—’( 205 ) L




// (2) Net interest income
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' ® Net interest income was down by ¥0.8 billion from the previous year due to the increase of costs of external

environment.

finance, etc., although the decreased amount of interest on loans shrunk in the ongoing low interest-rate

Breakdown of net interest income

(¥bi||ion).

Details of each item in net interest income
(Average balance and interest)

Interest on loans
Results for A
interim A
FY2017 YoY change
Interest on loans 304 -0.1
pverag Interest
. . balance 16
Interest and dividends on securities 8.9 0.2 +1.5 Deposit + NGD
+0
Deposits + NCD interest (-) 1.6 0.0 verane
Interim baJange Interest .
: FY2016 | A B R
Cost of external finance, etc. (-) 2.8 0.9 \35.7 billion T—
Net interest income 34.9 -0.8 -¥0.8 billion
. d _Y__ Interim FY2017
<Interest on loans; YoY> S ¥34 9 billion
(¥million) Py +1.7
- 72
100 50
50 - 10 l I | l
O T T T . . T ) &
-50 7 |_] Interest on securities
100 - Turns positive on a monthly basis and dividend
94 -79 90 +0.2
-150 -
Apr. May Jun. Jul. Aug. Sept.



// (3) Net fees and commissions income
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' ® Net fees and commissions income decreased by ¥0.3 billion on a year-on-year basis due to decrease of
domestic exchange profit, in spite of an increase of asset management income by ¥0.2 billion on a year-on-

year basis.

B The ratio of non-interest income to core gross banking profit was maintained at 30% level. (or 33.6%
- including Hirogin Securities)

Breakdown of net fees and commissions income l

Results for (¥bi||ion)|

interim
FY2017 YoY change
Investment banking 1.6 0.1
Syndicated loans, etc. 1.0 0.2
Sales of derivatives to customers 0.2 -0.1
Asset management 3.6 0.2
Insurance products 14 -0.3
Investment trusts 1.1 0.0
Financial products intermediary 0.2 0.1
Foreign currency deposit 0.7 0.3
Personal loan -1.8 -0.2
Domestic exchange, etc. 54 04
Net fees and commissions income 8.8 -0.3

Core gross banking profit

Trend of non-interest income and its ratio

Ratio of non-interest
income

13.5

1.3 |

3.7

8.5

14.0

3.9

8.7

(¥billion)

8.8

|

Hirogin Securities

After adding
33.6% }

13.5
Investment
’ banking l
I
Asset ]
management

3.6 |

| Domestic I

exchange, etc
8.3

Interim FY2014
46.8

Interim FY2015 Interim FY2016

47.4

44 .8

Interim FY2017

438 6



// (4) Expenses / IRERIT

: B Expenses were down by ¥0.7 billion from the previous year, mainly due to a decrease of personnel expenses.
| B Core OHR improved by 0.2 points from the previous year to 60.8%.

Trend of expenses and core OHR (Overhead Ratio) |

Breakdown of expenses

(¥billion) (¥billion)
Core OHR Non-personnel expenses
/ 61.0% 60.8%
58.5% A A .
a jW/ Major factors YoY change
Depreciation costs +0.1
S 09, 265 *08 2R3 07 266 P
Deposit insurance premium, etc. +0.0
-0.1
13.0 12.3 128 12.8
Non-
personnel
+0.0 Personnel expenses
Major factors YoY change
Bonus -04
14.4 14.2 14.5 13.8 .
Overtime pay -0.1 -0.7
Personnel . .
| 0.7 | Retirement benefit cost, etc. -0.1
Interim Interim Interim Interim
FY2014 FY2015 FY2016 FY2017

*Core — Expenses/Core gross banking profit



// (5) Balance of loans, deposits, etc. (deposits + NCD)
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' B Average balance of loans increased in business, personal, and local public sectors, up by ¥347 billion

| (+6.5%) compared with the year-earlier period.
B Average balance of deposits increased in all personal, corporate, and public sectors, up by ¥233 billion

‘ (+3.2%) compared with the previous year.

| Trend of average balance of loans

Trend of average balance of deposits, etc. (deposits + NCD)

5,148.5
4,911.0
514.3
468.4 ‘
1,290.9
1,236.8
3,205.8 3,343.3
//,J
-

5,341.4

575.0

1,354.8

(yoy +6.5%

+347.0

5,688.4
|

794 1 +219.1

Loans to local
governments

(yoy+38.1%)

) I (¥billion)

|

1,430.9

Personal loans

+76.1
(yoy+5.6%)

Business loans ‘

+51.8
yoy+1.5%)

34634

==

Interim FY2014

Interim FY2015

Interim FY2016  Interim FY2017
*Loans to local governments include loans to public corporations.

(yoy +3.2%)

+233.0 .
(¥billion)

7,262.6

524.8

6,835.8

7,495.6

| Local public
finance deposits
+10.7
(yoy+2.0%)

|

‘ 535.5

6,453.7 | 370.3
| 333.6 | Corpori\;e2 %epositsl
(yoy+3.3%)
2,260.0
2,187.2
2,032.0
1,868.7
| Personal depositsl
+149.4
(yoy+3.3%)
4,700.0
4251 4 4,433.5 4,550.6 J/

Interim FY2014

Interim FY2015 Interim FY2016

Interim FY2017 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.

' ® Thanks to sophisticated EBM (event-based management) and enhanced promotional activities, as well as the focus on
| personal loans allowed by headquarters, personal loans increased by ¥74.8 billion (+5.2%) from the previous year

Trend of average balance of loans to SMEs |

Trend of average balance of personal loans (including Flat 35) |

+113.3 +74.8
(yoy +5.1%) (yoy +5.2%)
1,502.6 ( Of%ezrs/)
— T~ — yoy-2.7%
1 ,4278 84.1 'Consumer loans
1,364.0 el +15.7
1,313.4 S 68.4 l (yoy+23.0%)
2,057.5 2,148.8 2,209.3 2,322.6| (¥bilion) 52 61.9
| Interim I Interim | Interim I Interim | ' 'Rea-efé%ti loans
FY2014 FY2015 FY2016 FY2017 - 395.6 (yoy+8.9%)
335.4 '
Trend in the number of business loan borrowers I 306.5
Flat 35
Number of +258 13
_ businessulr(?ane Lgrrowers I —l 73.0 | [ (yoy-1.8%)
29,656 29.914 76.6 73.1
29,001 e
28,013 o S
24 971 25’771 E?f6 2ﬁ24 Houiigg Izoans
! 944.0 =
— — 868.7 887.9 AL Siakaly
e | . | —
Of which Number of retail clients _ _ / _
(less than ¥1 biIIin sales) . (No. of business loan borrowers) (¥billion)

End of Sept. 14 End of Sept. 15 End of Sept. '16  End of Sept. '17

Interim FY2014

Interim FY2015

Interim FY2016

Interim FY2017



// (7) Securities
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B Average balance of securities decreased by ¥298.1 billion due to the redemption of government bonds.

B Interest risk volume decreased from the same period of the previous year.

® Balance of cross-shareholding reduced by ¥1.2 billion from the previous year through dialogue with the
‘ issuing entities.

Trend of average balance of securities

1,968.8

273.2

E

319.3

139.0

£

1,157.1

—

Interim FY2014

1,888.8

269.8

Interim FY2015

1,957.0

377.1

Interim FY2016

Trend of interest delta *Change of market value per decline of 10 bps

(¥billion)

1.1

1.1

1.2

(yoy -1.6%)

End of Sept. 16  End of Sept. '17

(¥billion)

73.2
e

|13.4

53.9

Private REITs
=+0.0
(yoy=0.0%)

Shares of
affiliates +0.1
(yoy+0.8%)
Non-listed shares

(yoy-2.3%)

Listed shares

(yoy-2.4%)

(¥billion) 41
. 3.9
‘298 . 1 Government
(yoy -1 5.2%) bonds
- 2.1
1 ’6589 Foreign-
nvestmgrg_;t trustJ currency bonds 2 0
+6. B .
(yoy+1.8%)
383.9 1.1
Stocks ] ; 1 0 T
R oy End of Sept. 14 End of Sept. '15
..829 |
Foreign bonds Trend of cross-shareholdings (including private REITs)
298.9 (yoy-16.0%) I a —
Municipal bonds 784
133.8 £0.0 7.4
. o —0F— 74.5
[ > -
13.3 | 13:3
759.4 | | Ciomment A
-247.8
(yoy-24.6%)
60.0

Interim FY2017

End of Sept. '14

End of Sept. 15 End of Sept. '16

End of Sept. "17

10



// (8) Credit costs and non-performing loans
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!l Credit costs remained low as a result of active support for management improvement of customers.
" Although NPLs (term-end balance) increased by ¥4 billion on a year-on-year basis, the NPL ratio hit a record

low at 1.25%.

Trend of credit costs_

0.07%

Credit cost ratio |\ 1.9

Trend gf NEL_S (term-end b_alance)_and NPL ratio

-0.06%

Interim FY2014 Interim FY2015 Interim FY2016

(¥billion) (¥billion)
.NP.Lratio o
1.70% 1.79% // (after partial direct amortization)
‘7 “-llll...
128% %, 1.25%
003% 93.7 ° ..:ill“‘
85.8
| 19.4 +4.0 l
| | 73.4
08 Credit costs 22.5 —_— 69.4 :
’ -1.1
15.2 16-3 Sup-stangara |
I PUS—
65.5
52.4
50.4
48.5 |_ Doubtful |
10.9 | 8.8 I 57 1 | 6.7 Eéankrupt,etc.l

Interim FY2017

End of Sept. 14

End of Sept. 15  End of Sept. '16

End of Sept. 17 11



// (9) Capital adequacy ratio and ROE S RESRT

' ® Consolidated capital adequacy ratio stood at a sufficient level of 11.39%.
! ® Consolidated ROE maintained 6% level supported by the steady increase of net assets.

‘ Trend of consolidated capital adequacy ratio and |

the balance of subordinated financing A e S |

Consolidated
Consolidated capital ROE
adequacy ratio
quacy 8 504 9.4%
12.17% 12.16% 11.90% RS A A 7.0% 6.6%
B ' ".11.39%.¢
.Jl ammm IQ‘
<Reference> |
International standard
12.32%
|
46.0 455.7
Balance of 436.6 443.8
subordinated Net assets
financing (consolidated)
26.0 25.0
367.9
15.0
(¥billion)
(¥billion)
T T T ] r T T T !_l
End of Sept. 14  End of Sept.'15 End of Sept. 16  End of Sept. '17 End of Sept. 14 End of Sept. '"15 End of Sept. '16 End of Sept. '17

Net assets = [Opening net assets total (equity warrants excluded) + Interim term-end net assets total (equity warrants excluded)] / 2 12
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// 3. Progress of “Mid-term Plan 2017”
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// (1) Recognition of environment and direction of strategy
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Population of Hiroshima Prefecture

Population of 50

1
(10,000 persons) older (ratio

300 4

yrs. or

)

277

150 - Population younger than

50 yrs. old (ratio)

100 - -L

285

260 )

250 - -

3
] 3

200 5.6 879 ijsi

3.59
/— —

Amount of financial assets held by generations
(in 2014)

(¥10,000)

The senior generation that

2,133 2,072
holds more financial

assets is increasing

The asset forming
generation needs to
be prepared for the

1,592 ‘ ‘ ‘ ‘

155 142 121
50 | (54.4%) (51.3%)
(46.5%)
0 T T 1

2017 2020 2030
| 2.4 personsinthe | | 1.7 personsinthe |
Burden of |\ working generation | | working generation |
social welfare| | support 1 person of | support 1 person of |
costs | 65 yrs. or older 65 yrs. orolder |

(as of 2012)

(Note: Working generation = 20 - 64 yrs. old

(Source) Website of Hiroshima Prefecture and National Institute of
Population and Social Security Research

| (as of 2030) i

[ ———————

1

future |
T 1
i 596 i
] 1
: 4% I I /_“ Balance of cash and deposits |
: |
I 259 397 545 11 897 1352 1,350

: A : :

i 20s  30s  40s |1 50s  60s  70sor
: :Il older
N e o o e e Y o o -

(Source) Ministry of Internal Affairs and Communications
“National Survey of Family Income and Expenditure”

Average loan interest rate of domestic banks (fioating rate)

Realization of “Mid-term Plan 2017”

» Realizing sustainable growth

(Profit attributable to owners of the parent: More

than ¥30 billion)
» Establishing new growth drivers

(Non-interest income ratio: More than 40%)

Improved competitiveness by providing high added value

Loan interest rate continues declining

2.000 +
Need to provide high value-added services
i to escape from interest rate competition
ong-
1.500 -
1.000 -
0.500

End of End of End of End of
Dec.2007 Dec.2008 Dec.2009 Dec.2010

(Source: Bank of Japan)

End of
Dec.2011

End of End of End of End of End of End of
Dec.2012 Dec.2013 Dec.2014 Dec.2015 Dec.2016 Mar.2017

Enhancement of asset

management business (p. 17-19)

Enhancement of high value-added
banking business (p. 20-21)

Enhancement of profit base

(p. 22-25)

14



// (2) Toward realization of sustainable growth
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]. In “Mid-term Plan 2017”, we are making efforts to achieve sustainable growth by enhancement of the Asset
Management business (AM business) as a new growth driver, in addition to enhancement of “the Banking
. business” (BK business) which is highly value-added.

Previous (before the negative interest rate policy

was introduced)

Assets

Liabilities

Management strategy in “Mid-term Plan 2017”

Loans 4 UP

Securities ﬁ UP

Deposits ﬁUP

Equity capital

Retained
Earnings ﬁ UP

P/L

Major sources of profit are loans and

securities management

BK business

Liabilities

v Promote loans to local SMEs
with the help of consultancy
services

v Efficiently facilitate personal
loans allowed by
headquarters

Expansion of “Volume”
with high quality

Deposits </ UP

v'Enhance stable
retail deposits

Shift to

non-deposit

products

Changing portfolios through

controllable risk taking

Equity capital
Securities! \DOWN
v Proper risk taking Retained
depending on the Earnings ﬁ §]=)

market environment

business
(including Hirogin Securities)

v'Conduct “Customer-first
operations”

v’ Efforts that contribute to
forming stable assets

. 4

Accumulate a balance
of non-deposit products

Major sources of profit are income from the high
P/L value-added BK business and non-interest
income from the AM business

15



// (3) Enhancement of sale promotion system
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the AM business and the high value-added BK business throughout the Bank Group.

Il Improve customer services supported by a high level of professional knowledge for the purpose of enhancing
|
I

Past sales promotion system

Corporate

Retail

Area sales
staff

|

» Promote business
loans and personal
loans

» Propose financial
asset management

Money Establish thelBK/AM
consultant business structure,and

Propose financial } clarify the roles
asset management
9 A

Improve customer
services supparted by a
high levelof
professional knowledge

Title

Special customer sales staff About 100

(mainly for corporate customers)

No. of staff

(as of end of Mar. 2017)

Enhance
sales force

Total

About 640

Overview of the new sales promotion system

BK business

AM business

Area Retalil staff

(AR)

» Understand the needs
of customers focused
on “feasibility studies”
and “business
succession”

» Provide comprehensive
solutions

AR and CA cooperate with
each other*

Consulting

Advisor (CA)

» Responds to all
asset formation
needs in not only
financial asset
management but
also loans

Collaboration with
Hirogin Securities

*Example of collaborated operations: Apartment loans, asset management by corporate owners

Title

Sales staff for specific
corporate customers

(mainly for corporate customers)

Current No. of staff

(as of end of Oct. 2017)

Ao 299

About 80

<During the Mid-term Plan>

Total

About 670

Further enhance the sales
force through the promoting
reform of working-style and

branch office strategy
(See p.22 for details)

v Develop human resources who have a high level of professional knowledge
v Consider a career path model that is consistent with the assumed tasks

16




// (4) Enhancement of asset management business 1 hESRT

— Collaboration between banking and securities businesses —

B To implement customer-first operations (fiduciary duty), provide products and services that can meet
customers’ needs and profits through unified efforts with the Hirogin Group, and increase the number of
accounts for and balances of the financial products intermediary.

Summary of Hirogin Securities I | Promotion of financial products intermediary
Established January 2008 (Hirogin Utsumiya Securities)
100% Subsidized June 2017
9,049 9,008
Capital ¥5 billion B 8,690 "
No. of /
branches/employees 24 branches*/247 employees No.pcr)gjsgtc;lji?]ttz:%rez?:rr;cial
Intermediary style Intermediary/Introduction (both) 201.4
*As of the end of September 2017, including the number of call centers Y ETTTETeS
| ; ; = — 643.7 intermediary
| Promotion of banking/securities unified management products at Hirogin

Securiies

v Form a intermediary Propose active management products
dedicated team (stocks, EB bonds, etc.)
+
Make efforts to obtain accounts Expand stable management products
for financial products
[IHEIRE i) v" Change existing securities
Introduce securities branches to joint branches
trading needs v" Newly open securities branches
~ in'aregs without branchgs but v Send staff members for
with high market potential. inheritance and business
Prepared for unified securities succession (secondment)
accounts in the future Expand joint branches v Appoint a “Consultant sales
promotion member” in each
Provide one-stop service functions business branch (securities)

Expand the customer i ; _ , , )
base by providing stable E”hanlc‘? tgi inheritance End of Mar.16  End of Mar.'17  End of Sept. 17
J-1te] Management products jC e eSS (Balance as of the end of term, ¥billion)

Introduce inheritance needs 7
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/ <Reference> Network of Hirogin Securities (in Hiroshima Prefecture) -~ [;E2854T

Balance of personal deposits at the Bank
(balance as of interim FY2017)

: ¥300 billion or more

Miyoshi branch

: ¥200 billion or more

: Less than ¥200 billion

[ m : Bank branch offices ]

Newly open branches in blank areas
(securities branches) with high market potential

-

|
Fuchu branch

{_ :

_ § Fukuyama branch i~ -

Kabe branch

m W [ i Higashi-Hiroshima |
I L s | branch

HQsalesand | oL : 1 oot . W
| ¥ b ol § )

marketing

Itsukaichi branch ‘ i

o

- -
Hatsukaichi branch . [ & ’ ) Takehara branch
. e

-
o
5

Business office

18



7/ (5) Enhancement of asset management business 2 s

— Enhancement of business for wealthy customers —

|l Enhance the business which targets the elderly based on services for inheritance/donations, and actively propose various

. services to corporate owners.
‘B Shift from “flow-type to stock-type business model” through efforts that contribute to forming stable assets for customers.

| Trend of business execution for the senior generation
(inheritance-related)

Increasing needs of Providing services that | : :
inheritance-related services meet the needs 1,262 : (No. of cases)
# )./—\/:/

Enhancement of inheritance-related services

(Hiroshima Prefecture) v Pri T
Personal allowance for No. of taxable heirs - L.rlyate trust 1.008 167 l : ;
inheritance tax (ratio to the total) c ving trust ! .
< v Testamentary trust m N Private trust
I By December 2014> i 2014 " v Calendar year gift trust, etc. 10 i 081 j 165 Testamentary trus
HE < > H
illi + - . Calendar year
zi)g m!llll!on P 2,839 > Private banker (HQ) = —9—-I'ft st
N flml |c|>rr1] X_ (3.3%) i » Salespersons in branch %E
0. of legal neirs ’ offices g
° No. 1 among 323 220 — 5 ~§“>E- 591
regional banks =5 Living trust |
<From January 2015> gl slls ; No. of employees with the 1st m 8E
¥30 million + <2015> grade financial planner qualification 182 l <
6 milli 5’724 (asset consultation business)
miiion X f T T T )
No. of legal heirs (6.6%) About 290 (as.or sept. 2017 FY2014 FY2015 FY2016 FY2017 (estimates)

(Source: Hiroshima Tax Bureau)

' Obtaining business insurance to meet the needs of business inheritance I Obtaining level premium insurance for strengthening the stock income

(No. of policies)

(No. of policies) *No. of effective policies
353
53,979
44,723 *
32,331
1 08 +170 I 24,597 / . 49,256
- _ (yoy +92.8%) _ Y _ (yoy +20.7%) |

End of Sept. '14 End of Sept. '15 End of Sept. '16  End of Sept. '17

19
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/7 (6) Enhancement of high value-added banking business 1

— Promotion of feasibility studies —

Yd/n="

il Provide comprehensive solutions such as consulting-type loans based on feasibility studies such as qualitative analysis
‘B Newly establish the “Shiping Finance Division” to establish a system which allows contribution to sustainable growth and

development of the shipbuilding/marine transportation businesses, our major local industries, as a member of Setouchi Marine
Cluster.

Qualitative analysis to understand customers and identify management issues |

392 (No. of cases)

370

319 44— —*

B Use of “Diagnosis for active use of
corporate intellectual property”
v" Use the knowledge and experience of supporting
organizations and evaluate services that use patent
151 rights and trademarks

for future business development.

First in Japan

v Re-discover our own strengths and share with the Bank

Interim FY2014

B Loans with principal-exempted in case of large
earthquake

B <Hirogin> Healthy management support loans

Features

Interim FY2015 Interim FY2016 Interim FY2017

Provide consulting—type_loan_s based on qualitative a_nalysis_ |

First in Japan

6 or stronger is observed, regardless of the damage (100% or
50%).

v" Covers not only direct damage (such as structures and facilities)
but also indirect damage (damage suffered by suppliers).

First in Japan

v’ Support efforts for healthy management that can contribute to
improving productivity.

v Provide employees with system tools (such as applications) that
support healthy management for one year, in collaboration with

“MTI Ltd.”
* MTI Ltd. is a TSE 1st section-listed mobile content provider that provides
site application software for “music.jp” and “Luna-Luna”.

Features

v" Principal is exempted if an earthquake with a seismic intensity of

Newly establish the “Shiping Finance Division”

<Trend of balance of loans to shipbuilding and marine transportation businesses>

560.5
534.3

508.2 502.8

(¥billion)

End of Mar. '16 End of Sept. 16 End of Mar. '17 End of Sept. '17

v' The Bank’s home area of four prefectures is a center for marine-
related industries.

v These industries account for the largest portion of the Bank’s
business loan portfolio.

v Performance of these industries fluctuates significantly depending
on market conditions and the exchange rate.

Newly establish the “Shiping Finance Division”

(November 6, 2017)

v Provide the best solution based on strong customer
relationships

v" Check and analyze information on the shipbuilding/marine
transportation industries quickly and precisely, and establish a
system to further support our customers

v" Enhance human resource development systematically

Contribute to sustainable growth and development of the
shipbuilding/marine transportation industries, our major

local industries




/ (7) Enhancement of high value-added banking business 2 S RESRT

/ — Promotion of consumer loans —

| Develop the business led by headquarters without involving branch offices, and establish an effective sales
! promotion system using paperless application procedures, etc.

B Promote specific-purpose loans by enhancing advertising activities

! Establish an effective promotion system for personal loans | Promote specific-purpose loans |
Enhance advertising activities
(Tele- (broadcasting new TV commercials) <Hirogin> My car loan
8 (DM) SMS) Marketlng
g _ Effective promotion led by headquarters
o @ ﬁ with sophisticated EBM support
D_ —
(D3EA® N
S - BE»—Fo—> ‘
(HP/IB) (Counter) Rttt -~ T O |
> ot ; BTV CE TS TSI OS
-1 h Paperless/seal-less applications using
o |:| b s direct channel and electronic signatures
< 2 ’ <Trend and projection for the (average) balance of consumer loans>
Tt A 91.0 (¥billion)
N 841 ==
(Review System) _ , . 68.4 I i
% Shorten the time required to notify 61.9 : - I
i~ review results in collaboration with the ' - i
= “ 149.0 Specific
2 S acceptance (application) system | 43.2 I E Ipurpose IoansI
]
S ‘24.5 29.8 P
N | . Ao
o (Headquarters) ' ’ ; E I
§ -~ Reduce the administrative burden 37 4 386 40.9 1420} Sardjoans
2 Y ' imposed on branch offices through | - !
[ 3 centralized operation at headquarters | . :L i
\/ Interim FY2015 I Interim FY2016 I Interim FY2017 I FY2017
(estimates)



// (8) Enhancement of profit base 1 - overview -

Yd/n="

F Manage to find time and staff for sales promotions by both “promoting the reform of working-styles” and

- “developing a branch office strategy”, and enhance sales power by re-allocating management resources.

——— Reform of working-style ———

20l ReI Ko SII8Ig=] v Reform awareness and actions of all the employees

v'Fully start the integrated operation support system
Reform of v'Project for eliminating administrative tasks at branch offices
) v'Increase operational efficiency at headquarters
operations v Establish a credit model using Al

v Improve efficiency of operations using RPA

v'Enhance measures to reduce working hours
Reform of (Automatiq PC !og-off system, working time interval system)
v'Promote diversity
system (Support female workers, allocate mid-career staff members
strategically)

Branch office strategy

» Transform innovative branch offices with

A

“HQ for the promotion of reform I
of working style”

(Newly established in October 2017)

» Newly establish a “Headquarters to
promote working style reform” with
the President as the head.

» Increase competitiveness through
promoting working style reform

> Actively canvass opinions from a
wide range of staff members
including female employees and
mid-career employees, regardless
of branch office or HQ

N

an eye on the next generation ! ' : LQ
*Pilot project at Hacchobori branch office - — A

(from December 18, 2017) - .
. . -
= Open a sightseeing counter S e .
Introduce a robot concierge

robot concierge
"Robopin%’
<Future projection> Establish a system

consisting of a core branch (hub branch) and

small & light branches (spoke branches)

v Reform branch office style and functions by eliminating administrative tasks
(Full-service branch, consulting-dedicated branch, administration-dedicated branch, etc.)

v Clarify the role of each branch office based on market attributes

J

Re-allocate sales force to the high-value added banking business,
the asset management business, and other promising markets

Manage to find time and staff for sales promotions <No. of employees to be found>
(about 300 in the interim period)

September 2017: about 40
March 2018: about 140 (pianned)

Enhance sales power
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(9) Enhancement of profit base 2 —Efforts to reform of working-styles at branch offices/—/rﬂ.%fﬁﬁ?ﬁ'

. B Strongly improve the productivity of the organization by managing to find time and staff for sales promotions

Full-fledged operation of the integrated operation support system

“TomorrowNavi”
<In the past> - Several input
[ Traditional system ] systems
Customer management| (decentralized
(corporate/re alﬂ1 management)
S aI es staff Action management
: : Business loans
Customer n Personal loans Hard-copy
Loan Staff Sale of financial products appllcafuon
(execution)

<After introduction> Unified

input system

4[ TomorrowNavi

Customer manageme
— (corporate/retail)

. S Action management

Sales staff L, : Started operation
<:> Business loans \_in june 2017
P‘- Personal loans Electronic execution
Customer T — - - is available
Sale of financial aikd ¢
products
Loan staff

Improve performance by finding more time for
sales promotions, active use of information,
. and enhanced proposal power

Start of the “Project to eliminate administrative tasks at branch offices” I

Project for eliminating administrative

tasks at branch offices

(i) Thoroughly paperless/seal-less
(i) Completely eliminate administrative

tasks
Abolish unnecessary operations by reviewing the
operational flow; Centralize tasks at the HQ

(iif) No manager
Review the administrative processing authority /
systemize the operation systems

(iv) Promote the self-transaction

Request of advance processing during a waiting
time

» Lead customers in the lobby to a
transaction meeting the customer’s
needs

» Complete face-to-face transactions
at the counter

» Re-allocate staff members, found by
eliminating back-office operations, to
promotion sections

<Current>

Navigator

(staff)
""""""""" N~ ]

Back C

office (staff) (staff)  (Employee)
operation
(Manager)
<Future>
( )
Lobby concierge

(staff)
1

S
CounterC j
(staff) (staff) (staff)

~— J
,’ “Back \‘,
, office !
\operation _____________________ /

Efficient re-allocation of management

resources
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7/ (10) Enhancement of profit base 3 P

/ — Efforts to reform of working-styles at headquarters —

B At the time of the move to temporary headquarters in February 2018, start actions to improve productivity |

August 2017 February 2018 (planned)
Dispose of existing documents/ } Eliminate 80% of Reduce
start digitalization existing documents retention/printing costs
August 2017
- Start the

- - - pilot project

Second half of FY 2017 Paperless .

Plan to start the pilot project =
*At the temporary headquarters Introduce mobile PCs

Use time more effectively and
provide high value-added services

Second half of FY 2017 _ _
Plan to start the pilot project Drastically improve

‘ Promote collaboration beyond the "At the temporary headquarters SRS
Set a collaboration area borders of sections

Introduce the free-to-change-desk system

Second half of FY 2017
Plan to start the pilot project ﬂ ”

*At the temporary headquarters p i .
‘ 3 Introduce the electronic
~ approval workflow

Introduce internal mobile phones and add the groupware function

24



// (11) Enhancement of profit base 4 —Efforts for new services - /EERT

! B Create new profit opportunities as well as improve operational efficiency through new services supported by FinTech |

Consider establishing a credit model using Al | Start demonstrations to improve operational efficiency using RPA I

/ Financial data

What is RPA (Robotic Process Automation)?

_ \ v Automate human operations by making the software
Data of account balance trend

memorize the entire PC operations done by human staff
and do such operations on behalf of human staff.

o
Collaborate with FUJITSU

= Profit indicators

= Liquidity indicators

= Growth ratio of sales

= Capital adequacy ratio,
etc.

Demonstration Experiment

Use Al to exhaustively extract any correlations

Selection of Robot Efficiency Pattern
that are common among bankrupt borrowers / target tasks development measurement/ development
clarification of 8
(1) Human issues Pattern 1 =
Artificial Intelligence Task A prepg\tlon Task AO g
- (o)
raske | || M | Tesks 2
=1
Task C (2) Memorized by Task C>< Pattern 2 2
robots Task D =
Task D (o e] Task DO 0
= |

In the future...
v Re-allocate reviewers after automating the .
. . . <Target tasks (candidates)>
review process (Promotlon sectlons) v" Foreign currency cash management
v Promote aggressive marketing based on v Acceptance of credit card application/issuance, etc.
individual advance reviews

_v' Consider using Al for other banking operations | Consider re-allocating the identified management
resources by reducing the administrative burden

~
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“Aiming to be a comprehensive financial services group that continues to grow with local customers” A “True First Call Bank Group”

// 4. Business Forecast in FY2017
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// (1) Forecast of business performance and dividend in FY2017 /|hEsT

B In FY2017, we expect that the net income will be ¥27.5 billion while profit attributable to owners of the parent will be ¥25.9
billion, which is ¥2.8 billion higher than the estimate announced in May. The forecast for the annual dividend is expected to be

¥18 per share, which is ¥2 higher per share compared with the estimate announced in May, based on the payout table.

Business forecast for FY2017

(Units: ¥billion)

Payouat table and estimated dividend in FY2017

Dividend per share

FY2017 Profit attributable to Consolidated
1H results 2H forecast YoY | Comparison owners of the parent @) payout ratio
estimates with estimate in (1) Fixed | Performance- (1) + (2)
Change May based
Net interest income 34.9 33.3 68.2 -3.2 2.4 .
Over ¥33 billion ¥12 ¥12 ¥24 |Less than 22.7%
Interest of loans 30.4 30.5 60.9 0.0 —
ef fees and commISSIons Over ¥30 billion to 20.8% to less than
8.8 8.4 17.2 -0.5 1.2
income ¥33 billion ¥12 ¥10 ¥22 22.9%
Core gross banking profit 43.8 41.7 85.5 -3.6 3.7
Over ¥27 billion to ¥v12 va ¥o0 20.8% to less than
- Expenses 26.6 27.7 54.3 0.4 -1.0 ¥30 billion 23.2%
Core banking profit 17.1 14.0 31.1 -3.3 4.6 > Over ¥24 billion to - Yo 18 20.8% to less than
o o
Gains/losses on securities 3.9 1.3 5.2 -6.3 0.7 ¥27 billion 23.4%
: Over ¥21 billion to 20.8% to less than
- Credit costs 0.8 1.5 2.3 -0.4 1.3
¥24 billion ¥12 ¥4 ¥16 23.8%
Ordinary profit 23.7 14.4 38.1 -5.1 71
Over ¥18 billion to v12 ¥ v14 20.8% to less than
Net (interim) income 17.6 9.9 27.5 2.4 5.7 ¥21 billion 24.3%
Profit attributable to 50 109 25-9\ B >3] |¥18 bilion or less ¥12 ¥0 ¥12 |20.8% or over
owners of the parent (interim)

(Note) This is the payout table after the reverse split occurred on October 1, 2017.
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// References for this material

JhEST

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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