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1H FY2016 Earnings Results —Summary— » hE BT
1H FY2013 | 1H FY2014 | 1H FY2015 | 1H FY2016
(100 million yen) YoY Vs. plan
Core business gross profit 446 439 436 409 -27 1
Interest income 369 362 358 334 -24 -3
Fees and commissions 69 74 74 76 2 0
Other operating income 7 2 3 -1 -4 4
Expenses (-) -287 -289 277 -281 -4 6
Core business net profit 159 150 158 127 -31 7
OHR (%) 64.2 65.8 63.6 68.8 5.2 -1.7
Credit expense (-) 43 18 26 27 1 26
Bond sales gains/redemption -21 2 4 7 3 7
Equity sales gains/redemption 19 15 26 9 -17 -9
Other 10 10 12 2 -10 1
Recurring profit 211 196 229 173 -56 32
Extraordinary gain/loss -0 -2 -1 -1 0 1
Net income 134 129 155 121 -34 25
Consolidated recurring profit 231 213 242 184 -58 36
Netincome attributable to owners of parent 143 135 160 125 -35 27

» Core business net profit decreased ¥3.1 billion YoY, due to the large negative impact of the
continued ultra-low interest rates (negative interest rates) in Japan and the rise in foreign
currency financing costs.
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1H FY2016 Earnings Results —Change in net interest income— & th@E 31T

Note: Calculated based on margin with deposit yield

|m pact fro_m Unit: 100million yen
increase in | f q .
average loan sr:]agi?ityrg:enpo(saﬁr:gf;g Other impact, including
balance Investment trust redemption gain Other impact, including IBCII’ease Ir} ff;lver_age
+14 ¥100 million yen improvement in short- alance ot foreign
(-¥400 million yen YoY) term asset management currency denominated
margins and swap loans and bonds
Impact from decline in balance +5
average balance of
yen-denominated
securities +1
|
Imdpact'fro'm | f q Other impact,
reduction in -9 Impact from decrease including reduction
loan deposit in average short-term in foreign currency
spread asset management -12 denominated loans
balance and bond margins
24 :
\/ \/ v v
- Short-term asset Foreign currency
Yen loans Yen securities management dept.

Total net
interest
income

Yen-based net interest income

Foreign currency-
based
net interest income
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1H FY2016 Earnings Results —Major accounts (1) Deposits & Assets in Custody— &, ch @ $R4T

Average balance of deposits and NCD

+3.2% +2.7%
(100 million yen) e 2l 60,882 |—"| 62,846 60,863 ¥ 62,508 |
60,000 | 3.353 4,123 3101 3,811 - 60,000
3,696 +5.9%
Other +5.4%

50,000 | 13,800 =¥ |14,622 13,916 14681 - 50,000
Domestic 13,110 ’
corporate

40,000 clients - 40,000

30,000 +0.8% - 30,000
Domestic > +0.4%

20.000 | private 42,584 43,728 44,101 43,825 I 44,015 . 20.000
' clients :
10,000 * - 10,000
O 1 1 1 O

1H FY2014 1H FY2015 1H FY2016 FY2015 FY2016 Plan
Ref: Balance of assets in custody 1H FY2014 | 1H FY2015 1H FY2016 FY2015 FY2016

(200 million yen) Change Change Plan Change
Public bonds 3,638 3,012 -626 2,864 -148 2,965 2,852 -113
Investment trusts (1) 1,985 1,878 -107 1,574 -304 1,814 1,651 -163
Financial instrument 1,698 1,821 123 2,061 240 1,867 2,075 208
intermediary services

|Investment trust portion (2) 610 761 151 862 101 806 871 65

Insurance 3,425 3,358 -67 3,447 89 3,402

Bank parent 10,746 10,069 -677 9,946 -123 10,048 - -
[Total investment trusts (1)+(2) 2,595 2,639 44 2,436 -203 2,620 2,522 -98

Chugin Securities 776 851 | 75 | 830 | 21 795 | 855 | 60

* Public bonds are based on the value of the average balance. Investment trusts are based on the average balance of net assets. Financial product intermediary
services are based on the average balance of the acquisition value. Insurance is based on the average balance taking into account cancellations.

Chugin securities are based on the ending balance of bonds, equities and investment trusts.

» Annual growth of private client deposits weakened. Corporate client deposits are growing robustly.




1H FY2016 Earnings Results

—Major accounts (2) Loans—

Average loan balance
(100 million yen)

40,000

30,000

20,000

10,000

+9.0%
=¥ | 41,310
L 37,881
35,908
9,762
+3.4%
Personal 9,433 >
L loans 9,202
4,984
Local 4,636
government 4,046
loans +4.8% |7,217
Urban ’
development *3
L Local 17,746
development 2 16,025 16,382 +8.3%
a
Other ™1
66 ! =t 1.599
1H FY2014 1H FY2015 1H FY2016

*1 Other: Hong Kong branch, non-Japanese, structured finance center, credit cashing

*3 Urban: Tokyo and Osaka

*2 Local development: Regions other than Tokyo and Osaka

+8.4% 42,024
38,748 -
9,845
9,501 +3.6%
—
4,947
4,688
+0.9% 7,109
7,040 /
17,947
16,832
+6.6%
a
2,175
FY2015 FY2016 Plan

1H FY2014|1H FY2015 1H FY2016 FY2015 | FY2016
(100 million yen) YoY YoY Plan YoY
Non-Japanese 40 256 216 569 313 317 760 443
SF center - 117 117 885 768 206 1,264 1,058
Total 40 373[ BEe 1,454 1,081 523 2,024 1,501

» Total annual loan growth was 9.0%, owing to aggressive initiatives to strengthen lending.

* Local development capital rose an annual 8.3% owing to measures to capture demand for capital.

HLlB.L L&l

& hERAT




1H FY2016 Earnings Results

HLlB.L L&l

—Major accounts (3) Securities— & hEBIT

Average balance of securities

(100 million
yen)
30,000

20,000

10,000

+354
30,376
28688 | = | 29.042
T = 1,200 _28
Equities 1,502 To0] S\ [L.182
| Other securities 1,737 +103 1,840
4,311 ol
Foreign-currency
denominated 5038 | +355 5,393
foreign '
securities /
5,165
=11
Corporate 4,079 0 3,969
bonds N
I 5,814
Municipal 4,801 | +703
bonds ~ S
—671
JGBs 12,382 11,822] ~5  [11,151
1H FY2014 1H FY2015 1H FY2016

+160
28950 | ¥ 29110
—24
1,215 —) 1,191
1,714 +230 1,944
~
5199| *+586 5,785
/
-381
+514
~
764
~
11,715 10,951
FY2015 FY2016 Plan

e During 1H FY2016, the balance of securities increased by building up municipal bonds, foreign bonds, and investment trusts,
although the JGB balance shrank due to redemption.
* Amid the low-interest rate environment that is expected to continue, we plan to continue building up our balance of municipal bonds
with attractive spreads, foreign bonds, and investment trusts.
* We plan to continue to shuffle our portfolio to address fluctuations in the market environment and avoid excessive building-up of risks.

8
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1H FY2016 Earnings Results —Major yields & margins— % chERTT

Loan/deposit spread, credit cost ratio, net margin Securities yield and duration
2.50
(%) (%) (year)
5.8 4 6.0
200 - 140
Bond 5.2
duration
150 1 50
T
o®s— Q07 : 120 +
1.00 \OQ_G 0.05 41
' 1.19 O 4.0 .
1.08 1 4.0
0.95 1-04
0.50 0.93 Securities
1.00 + yield 0.95 0.95 0.96
0.00 : ' 1 3.0
Bond
. . 4 2.0
C—Credit cost ratio
-1.00 L C—yen-based deposit- 0.73 0.72
loan spread 0.68 0.69
—@— Net margin ratio ’
0.60 : : 1.0
-1.50 1H 1H 1H FY2016
1H FY2014 1HFY2015 1HFY2016 FY2016 FY2014 FY2015 FY2016 Estimate

Plan

* Loan/deposit spread fell more than the previous year due to negative interest rates.
» Maintained a yield of around 1% on securities, including equities and investment trusts. Although
bond duration lengthened, we intend to gradually shorten it going forward.
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1H FY2016 Earnings Results —Change in fees and commissions—«. th@E3817
Fee and commission (revenue) trends -250
214 (Million yen) 15024 | T 14,774
(Million yen) D 15,000 -
8,000 + 7.465 7431 7,645
4513| 306 4,207
107 2,130 ~~
6.000 || Assetsin 2,658 T ~
’ custody
10,000 - 40
2,048 2,008
+271 il 133 ~
Investment 862 ]
banking 628 —
4,000 | operatlons
2,033 4098 4059
Remittance 2,019 )
and 2,048
collection 5,000 -
2,000 |
Other 2130 2,313 2,349 4,365 4,469
O O 1
1H FY2014 1H FY2015 1H FY2016 FY2015 FY2016
Plan

* Revenue related to assets in custody declined but fees and commissions increased ¥200 million
YoY owing to an increase in revenue from investment banking operations and other fees and

commissions.

10
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1H FY2016 Earnings Results —Change in assets in custody— » chE BT
Revenues related to assets in custody
(Million yen) Group total 3,844 (Million yen)
4,000 + | (bankparent) (2,658) 3,654 ﬂ
(2.237) 3954 8,000 7,053 —435
Group (2:130) (4,513) ~, | 6,618
subsidiaries (4,207)
(securities, 1,186
assets
SO0 T ) ¥ 6,000
-293 '
/ Financial ~ 1,124 2,540 -129
instrument . 2,411
intermediary 589
services
2,000 | Municipal -104
Bank< |Life insurance e 1,323
parent 118 05 Ta0
1,063 210
738 +157 —236
1,000 | —¥ | 895 2 000 L7583 ~ 1517
K Investment 817 -144 -184
st 6971 ~u | 553 1,341 ~ 1,157
O : 0 1
1H FY2014 1H FY2015 1H FY2016 FY2015 FY2016Plan

» Total group revenue related to assets in custody declined ¥400 million YoY due to a decrease in
sales of investment trusts and financial instrument intermediary services.
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1H FY2016 Earnings Results —Change in expenses— » chE BT
Expense trends 1
554 ~ 553
(200 million +4 (100 million
yen) yen)
289 ~ 30 30
300 - 277 2 500
axes
18
20 121 +5
20 126
Other /
property 60
expenses 59 +2 61 400 23 24
Deposit / 5
200 insurance 22 81 ~
premium 11 12 ~ t
300
System 33 37 +2 39
expenses /
200
-3
100
Personnel + 297 ~ 294
costs 154 148 149
~ 100
Retirement
expense
0 portion 10 0 4 4
1H FY2014 1H FY2015 1H FY2016 FY2015 FY|2016
Plan

* Expenses overall increased ¥400 million YoY reflecting an increase in depreciation costs of

systems equipment and costs for various measures.

12



1H FY2016 Earnings Results —Credit cost trends/Non-performing loans—

HLIEBH.LL&ICS

s thEIRTT

Credit cost trends (100 million yen)

50

-50

OlIndividual provisions
for doubtful accounts
OGeneral provisions for
doubtful receivables
2 OOther credit costs
21
4 | 3
-25 -22
-26
-41 4
-26 -27 -23
-18
1H FY2014 1H FY2015 1H FY2016 FY2016
Estimate

Non-performing loan (NPL) trends (100 million yen)

*We do not implement partial direct write-offs.

(%)
2,000 NPL rati 30
; i t .
ratio 2.26 204 a1
*NPL ratio after o .
partial direct 200 T 20
write-offs :
1.74 153 Lo
893
1,000 | 843 783
Substandard 0.0
187
i 172
|__Doubtful 526 458 411 -1.0
| Bankrupt
0 : 180 207 . 199 20
1H FY2015 FY2015 1H FY2016
Outstanding balance by debtor (self-assessment)
1H FY2015 1H FY2016
(100 million yen) Ratio Ratio
Healthy accounts 36,417 92.3% 40,386 93.4%
Substandard 2,350 6.0% 2,220 5.1%
Doubtful 526 1.3% 412 1.0%
Virtually bankrupt 139 0.4% 152 0.4%
Legally bankrupt 41 0.1% 47 0.1%
Total 39,474  100.0% 43,218| 100.0%

Credit cost = general provisions for doubtful receivables + individual provisions for doubtful accounts + loan write-offs + specific foreign borrowers + provisions for loss on claim

sales + loss on claim sales — gain on reversal to loan loss account
Other credit costs = Loan loss write-offs, specific foreign borrowers, provisions for loss on claim sales, loss on claim sales

* There was a ¥2.7 billion reversal to total credit cost owing to a reversal of individual provisions

for doubtful accounts reflecting an improvement in customers’ earnings.

13
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1H FY2016 Earnings Results —Capital adequacy ratio— » chE 1T
Capital adequacy ratio (Basel IIl) Capital adequacy ratio (parent)
(parent) trends
18.0 -
FY2015 | 1HFY2016
(%)
(100 million yen) YoY
160 | Total capital adequacy ratio Total equity 4,864 4,902 38
Tier 1, including common
14.80 14.56 shares 4595| 4,645 50
13.85 Tier Il 269 257 -12
140 .
13.72 1;\.75\> Risk weighted assets, etc. 33,407 35,397 1,990
13.12 Credit risks 31,765 33,778 2,013
12.0 L Tier 1 capital ratio,
including common . .
shares Operational risks 1,641 1,619 -22
10.0 | Other Basel regulations
FY2015 1H FY2016
Consolidated leverage ratio 5.91% 5.65%
8.0 :
End-September End-March 2016 End-September Parent liquidity coverage ratio (LCR) 143.9% 126.6%

2015 2016

 Total capital adequacy ratio and Tier | capital ratio (including common shares) dropped reflecting
arisein risk weighted assets due to an increase in loans.

14
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FY2016 Forecast

—Earnings forecasts—

HLlB.L L&l

& thEIRTT

FY2015(FY2016
(100 million yen) Plan YoY Vsb:gir:ial
Core business gross profit 855 805 -50 -6
Interest income 700 673 -28)) 2
Fees and commissions 150 148 3| ( —)Z';
Other operating income 5 -15 -2 3 )] -3
Expenses (-) -554 -553 1 -0
Core business net profit 301 251 -50 -7
OHR (%) 64.8 68.7 3.9 0.5
Credit expense (+ is reversal
(profit)) 37 23 B 1/ 3
Bond sales gains/redemption 17 17 -0 1
Equity sales gains/redemption 33 6 27 -2 )
Other 16 -1 -17) 1
. . Con. 434) (Con. 320) (-114 (+22)
Recurring profit 406 297  -109 20
Extraordinary gain/loss -3 -3 1
; Ton. 272) (Con. 2172) 59) GRES))
Netincome* 259 203 56 14
[ROE forecast] FY2015 FY2016
1l-year l-year | 3-yravg.| 5-yravg.
Consolidated ROE (%) 5.2 4.1 4.8 5.0

*Consolidated netincome is netincome attributable to owners of parent.

Recurring profit and net income expected
to underperform YoY but outperform
initial plans

q

—
oY factors >

(Negative factors)
* Decline in net interest income due to
narrower margins
* Increase in foreign currency financing
costs
» Decrease in reversal of credit costs
e Increase in write-off of retirement expense

_Factors versus initial Qlaﬁ >

(Positive factors)
e Decline in credit expenses (increasein
reversal of provisions)
e Improvement in gains on bonds

(Negative factors)
e Decrease in fees and commissions
e Decrease in capital gains

16
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Initiatives to strengthen lending —Business capital— & thERTT

H Average annual growth of total loans trending at 9% under a policy to improve loan/deposit ratio.

B Local development capital demand increased mainly in Okayama Prefecture, with average annual growth
rising to 8%.

Newly executed local capital spending

Loan-to-deposit ratio trend

(100 million yen) 1,430
(Average balance basis) 1,309
70.0% 947 1070
0% - 918 919
67.2%
65.0% - 63.7%
61.1%
60.2%
60-0% T T T : ! L 1 1 1 ]
FY2013 FY2014 FY2015 FY2016 ... 2H 1H 2H 1H 2H 1H
FY2013 FY2014 FY2014 FY2015 FY2015 FY2016
Plan
Average annual growth of local development capital (%) Change in average balance of business capital (YoY)
10.0 (100 million yen)
Average balance of local development 9.1 686
capital increased significantly to the - 8.3 700 1 g1H 2014 —
8.0 - 8% level in 1H FY2016. ' ' Average balance of local development
600 1 Hon 2014 capital increased significantly
55 89 mainly in Okayama Prefecture.
6.0 500 A
45 O1H 2015
4.0 400 -
40 7Total loans 02H 2015 306
2.8 300 - ”
O1H 2016 20
2.4 2.4 1 12
Local development 798196 79
% capital 100 - ] 36
0.0 |
2H 1H 2H 1H 2H 1H 0 , | | ,
FY2013 FY2014 FY2014 FY2015 FY2015 FY2016 Okayama Hiroshima Hyogo

17



Initiatives to strengthen lending —Community-based finance, growth area—

L. Lol

& hERTT

M Further cultivate our community-based financial institution business model through Chugin’s local promotion
project that focuses on business assessment.

B Provide optimal solutions to the needs and issues in line with clients’ life stages.

Chugin’s local promotion project

Assist in
founding

r—F

Assist in

expansion

A
<

\sales channel |

Chugin’s local
promotion project

/ Support
k business |
continuation

Compre-
hensive

\ revitalization
of region

- 4

/ Assistin
“\ business
\ revitalization

-
»

Initiatives to assist founding |

Promote
revitalization of
overall local
industries

Initiatives for Chugin’s revitalization promotion project

Cumulative no. of debtor segment improvements

Improve corporate

value of each
company

Provide optimal

proposals accordi

ng

to clients’ life stages

(No. of
(Loan amount: million yen) 274 consultations:
= Loan amount counterparty)
| =4==N0. of consultations
2,000 . 200
109 89
1,000 - * o 181 - 100
810
0 . 413 . 0
1H FY2015 2H FY2015 1H FY2016

Measures for assisting founding

* Launch the Okayama innovation project (from FY2017)

600 - 533
(client)
435
400 - 351 Medium-term
goal
235 350
200 -
0 T . T .
FY2014 End-Sep. 2015 End-Mar. 2016 End-Sep. 2016

Financing for growth areas

Cumulative financing for growth areas |55t 1 700
(100 million 2 ’l
yen) Expect to sharply overshoot
1,500 | dium-t |
meadium-term goal 1’134
523
1,000 r Agribusiness
490 436 Medium-term
B O T=EEE o B S
- 227 644
Renewable energ
. ~237|
FY2014 FY2015 FY2016 plan 18
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Initiatives to strengthen lending —International operations— » PERT

B Support bank clients’ entry into overseas markets by expanding network in Asia and strengthening HQ support.
M Steady increase in financing to support entry into overseas markets and financing for non-Japanese companies.

Strengthen overseas business support system

Strengthen information provision ability by the Asia Desks at five overseas bases. Number of consultations increased due to
provision of local information and finely-tuned services.

No. of consultations by country™

Others )
hailand Singa
2H 2015
155
cases
Indo
China

Measures of the overseas business support system

China

« Strengthen the Asia Desk system and involvement in sales offices

« Strengthen functions to collect further information from overseas

1H 2016 bases

222 cases
« Effective use of external specialists such as business partnerships

« Strengthen the uncovering of projects by overseas bases and
relationships with sales offices
Vietnam

Total international financing

~ { OFinancing to support entry 048
Shanghai Representative Office into overseas markets F ediom- |
1,000 - @Financing for non-Japanese i termgoal ! F g T
& N (100 million|  companies TR | term goal
£ Hong Kong S . yen) inintaiit vl b 0
e Branch g *Includes overseas [
> - branches/offices 526
A & : Outside Asia 393
i T e |0 [ ousidersia
5 e ew Yor
Bangkok PR ) 500 -
Representative Office Representative = i
O i 109
Singapore |
Representative Office 0
FY2014 FY2015 FY2016 plan

19
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P ESR1T

Initiatives to strengthen lending —Personal loans—

H Increase personal loans, mainly housing and apartment loans.
B Annual growth rate of unsecured loans trending steadily due to various promotion measures.

Measures for personal |OanS Average balance of personal loans Annual growth of apartment loans

(200 million yen)

Housing & apartment loans | %)
9,845 132 13.5
Measures for housing & apartment loans 10,000 - 9,501 .
« Strengthen relationships with partners 9,254 - 11.9
« Establish speedy sales system by transferring approval Others  —— | 10.8
authority — '
Unsecured loang
Measures for profitability improvement Housing & 10.7
apartment
» Establish “insurance plaza” in the housing loan center and loans
conduct sales activities by offering loans that suit the 8,000 : : :
individual’s life plans FY2014 FY2015 FY2016 8 - - - - -
plan 1H 2014 2H 2014 1H 2015 2H 2015 1H 2016
Unsecured loans I Annual growth of unsecured loan
Balance of unsecured loans balance
M f dl (100 million yen) 40 -
easures 1or card loans (%) 35.9
319 ;/'
« Conclusion of contracts by postal mail 298 . 30 - 37.1
+ Expand eligibility for ATM card loans and implement outbound 300 - " 254
calls 279
» Proactively increase of credit line for existing customers 264 [
. 259 20
 Cash-back campaign
Measures for unsecured loans 10 -
8.6
« Implement long-term campaigns for loans by purpose 200 L1 11 4.4
* Increase online ads 1H 2H 1H 2H 1H 0
2014 2014 2015 2015 2016 1H 2014 2H 2014 1H 2015 2H 2015 1H 2016

« Establish new “Bundled Multi-Purpose Loans”

20



Initiatives to strengthen fee and commission income SRl
—Assets in custody income, investment banking income— (" thE SR1T

B Strengthen profitability of stock-based earnings of assets in custody by continuing the core satellite strategy.

B Enhance the fee business by offering various loans to companies subject to business assessment and
comprehensive loans through the collaboration of corporate and private client sales.

Initiatives for assets in custody business

« Continue to build up core assets under unstable market

environment and enhance long-term earning power. Cumulative net premiums 7079 17 880
Balance of core investment trusts (ased on principal) (e o !
(120 10.8% 12.1% 13.4% 40,000 - r6242 (34,801 #~
million .00 )
yen) 28,559 /
0,
200 - 4.8% " 30,000 -
20,000 -
82 10,000 -
0 - ' - 0 ; .
End-Mar. 2015 End-Sep. 2015 End-Mar. 2016 End-Sep. 2016 FY2014 FY2015 FY2016 plan
C—Core investment trust balance —#— Core investment trust ratio
Initiatives in investment banking business , Jnvestment banking earnings
_ _ _ (million 1,186 1.133
Measures for the investment banking business yen) i
» Strengthen the offering of various loans to companies subject 1,000 - 862
to business assessment 628 661

* Start testamentary trust and inheritance sorting business

« Strengthen the promotion of inheritance and business
continuation business through collaboration among sections 500
of corporate and the private clients’ businesses.

Measures for the structured finance center

« Strengthen initiatives for various loans including project finance 1H FY2014 2HFY2014 1HFY2015 2H FY2015 1H FY2016



HLlB.L L&l

Securities management strategies —Asset allocation trends— & hERT

Premise: plans for average balance of

market operations Plan, estimate i Basic management policy to improve department earnings
- P : (+918) : ion by i : -
(100 million yen) : * Implement flexible asset allocation by improving forecasting
(+746) : 24641 capabilities.
' * Expand asset management categories by enhancing analysis of
33,723 5 323 investment products.
*1
34,000 | e Other |
A28 Ve e Management policy for 2H FY2016
416 short-term
investment / o . ) \
1861 (incl. excess 5208 < In yen-based bonds, maintain a ¥2 trillion balance in
31,500 | ' 4512 reserves in BoJ ' consideration of interest rate risks. In foreign bonds, consider
30,229 9 current account) building up balance in consideration of market trends,
1,206 in addition to diversifying procurement methods. However,
gg% [603] : Equities ] manage interest rate risks for yen-based and foreign-currency
net investment -based together, and implement flexible bond switching to
29,000 t 9 , P 9
1[’51;3;8 1,206 1,215 (el i) 1,191 avoid excessive build-up of interest rate risks.
H 570
: ontrol balances based on market trends for each asset type to
892 [579] >70] o C | bal based k dsf h
1.354 Investment 1 587 \ fully optimize the balance between earnings and capital gains. /
: trusts ]
26,500 b 600 (increase)
’ Yields by type of investment asset
4,115 Foreign-currency Cover decline in domestic and Pl
based foreign foreign bond yields with gain from t?n’k e P
24,000 5,199 ?ecuri_tciles 4 5% equities and investment trusts : outioo
’ consider 270
increasing in RS —
consideration of 4.0% —— 5 :
market trends) : 3.44% : .
21,500 F " 35% | 3.36%
Equity I 2.81% :
Yen-based 3.0% 1 0 3.24% :
23 046 23,615 bonds’? pe | 2.53% _ E
’ (¢2 trillion . Foreign-currency : 2.79%
19,000 21,112 level) 20,457 2.0% based foreign 1.579%
securities™ =0 1.44%
1.5% © 1.43%
16.500 : 1.0% 0.75% 0.71% 0.69% 8485
, ! 0\0_ Yen-based |
FY2013 FY2014 FY2015 : FY2016 0.5% : __bonds ] :
: Estimate FY2013 FY2014 FY2015 : FY2016
*1: Other: Money held in trust, derivative time deposits, long-term beneficiary rights, plan

investment partnerships, etc.

*2: Includes yen-denominated foreign bonds. *3: Management-procurement spread for foreign currency-based foreign securites 22
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Initiatives in FinTech » thER1T

Initiatives at Chugin

Promote use of credit card that is

Settlement Zzglitegpe;ﬁg&%néggy GEEeEre AppS Enable _online banking log-on by fingerprint
(Scheduled for start of service in Jan. aéJtth(?[ntlcafuon_ Jun. 2016
2017) (Start service in Jun. )
Crowd funding Robot advisor
Partnership with Music Securities Consider asset management advisory functions
Financial management Big data
Consider partnership with crowd accounting Use big data to conduct sales promotion.
service Consider data analysis using Al
Initiatives at the T&I Innovation Center

1)
[

o / July 1,2016 = Established joint venture company T&I Innovation Center Co., Ltd.
DAERTT

Currently conducting examinations between the six participating banks
toward the provision of more convenient products and services.

[Priority examination themes]

Short-term measures: Medium-term measures:
1. Host FinTech contest 1. Establish TSUBASA API
2. Al utilization service 2. Establish big data platform

3. New settlement service 3. Provide loan service through data analysis
4. Banking app 4. Analysis data provision service




HLIBH.LW2L&IS

Long-term vision (overview and direction of strategies) s PERIT

In the 10-year strategic project, clarify long-term vision and formulate strategies to achieve this vision

As conditions deteriorate for regional economies, to fulfill their mission, regional banks must
formulate a vision based on a long-term outlook and develop strategies to achieve this vision

Goal

Create scenario by analyzing current and external

— Calculate and grasp vision based on course of events over next 10 years

Initiatives

Create strategies to achieve long-term vision based on market earnings

Create a long-term vision n
and scenario

Image of overall strategy

- Improve quality of services provided Increase opportunities to provide services
* Advance regional support activities * Re-establish channels
% o — Financial & main business support based on business — Increase customer contact points in both face-to-face
o 3 assessment and non-face-to-face channels
o2 A . . g .
o =  Strengthen sales activities based on life planning * Generate business hours and sales personnel
~ C . . . .
@ o — Enhance power to offer loans that suit clients’ life plans — Generate business hours and sales personnel through
_% % « Maximize group synergy . fgng;r:]z?]ttal review of administration process and IT
. inv
=g — Strengthen group and external collaborations
=

* Cultivate new business domains : Perspnnel re-allocation o )
_ Cultivate new business domains through strategic — Shift personnel from adm|n|str§1t!0n & control to sales
investment, etc. — Re-allocate personnel to promising markets

Enhance service provision capability

* Improve productivity: Improve strength of front line by developing professional personnel and strengthening HQ support
« Organizational reform: Total optimization by strengthening strategic functions
 Strengthen ALM functions: Appropriate assessment of risk and return, optimization of portfolio

» Cost management: Thorough OHR management and implementation of balanced cost management

Initiatives to create
foundations of
management

* Mind and corporate culture reform: Transform the mindset of each employee based on Chugin-no-kokoro and reform the
corporate culture

24



Initiatives for organization revitalization
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& hERTT

through corporate culture reforms and work style reforms.

B Improve organizational strength through team work and become a bank that is relied on and supported

Initiatives in corporate culture reforms

— = For the well-being g,
\Toshareholders To customers of employeey

Improve earnings Improve ES

Improve CS

Improve consulting

power Promote diversity

Improve share price

Something to believe in or rely on as the basis for the

Chuqln_no-k0koro Chugin group employees’ actions and decisions

Initiatives in work style reforms

[Effects of diversity]
Encourage innovation by Improve
making thle m|08t of va:jrlous Organizational [Effects of work style reforms]
Eﬁ;gg‘;i’sgg:es’ an strength Improvement of productivity due to
greater motivation of employees,
l creation of new value
1
#~ | Evolution of diversity

Work style reforms | 4
L

_ ~—
Business Approaches and Corporate
improvement practice methods culture reforms
_ X
e el toward work style  Sharing
measures reforms diverse values

Initiatives
Reforming the mindset of each

individual

Formulation and penetration of
Chugin-no-kokoro

Improving communication

Meetings between senior management
and employees

Developing management

Foster a culture that encourages
the taking on of challenges

Trend of number female

managers and supervisors

*Figures in brackets are

numbers of management Goal
170
102 12008 _

9N 5 (20)

il

End-Mar. End-Mar. End-Oct. End-Mar.

2015 2016 2016 2020
plan
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Shareholder returns » hEHIRTT

B Annual per-share dividend of ¥20 and total payout ratio of 35%.

Dividend plan for FY2016

Dividend policy based on current net

FY2016 earnings forecast Dividend plan | income forecast ¥20.0 (stable per-share Aim to achieve a total
Net income: ¥20.3 billion dividend of ¥18.0) payout ratio, including
dividends and share
(Vs. initial forecast: +¥1.5 billion) Nov. 14, 2016-Dec. 21, 2016 0
Share buybackl - pjan g huy back up to 1.2 million DS, @

shares (up to ¥1.5 billion)

Shareholder hospitality Offer regional products as perks via the five TSUBASA banks

t

Shareholder returns
Unreturned | Total payout
Net income |Total dividends Payout ratio | Share buybacks portion ratio
[1] [2] Per-share dividend (interim)| ~ [2] + [1] [3] [4] (2] + [3] + [4]) = [1]
End-Mar Announced amount -~
0, 0

5017 Est 20.3 3.86 ¥20.00 (¥10.00) 19.0% ¥1.5 billion ¥1.7 billion about 35%
End-Mar

2016 25.9 3.92 ¥20.00 (¥10.00) 15.1% 5.2 0 35.2%
E';%'l'\gar 20.9 3.56 ¥18.00 (¥8.00)| 17.0% 3.3 0 32.8%
Eg%'mar 27.0 3.23 ¥16.00 (¥7.50) 12.0% 4.9 0 30.3%
Eg%'gar 16.9 2.84 ¥14.00 (¥6.75) 16.8% 2.3 0 30.3%
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*Share buyback as a factor in calculating payout ratio: Calculated based on buybacks during one year from time of shareholders meeting. 26



¢ CHUGOKU BANK

This document includes forward-looking statements. These statements are not a
guarantee of future performance, and involve risks and uncertainties. Note that future

performance could possibly differ from the goals and targets herein due to factors,
including changes in the business environment.




