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Summary of Financial Results for
Fiscal Year Ended March 2018



1. Financial Results Summary

Kyushu Financial Group

« Gross business profit declined year on year by 4,200 million yen to 102,000 million yen, due chiefly to decreases in fees and

commissions and in gains on government and other bonds.

+ Pretax profit grew by 7,800 million yen to 29,300 million yen and net income rose by 4,700 million yen to 19,300 million

yen, as credit costs decreased and equity securities-related profit increased.

Profit and Loss

Kyushu Financial Group
Consolidated Results

(100 mil. yen)

I [Py
Ordinary income 1, 646 1,722 1,371 —126 1,498
Gross business profit 1,020 -42 1,062 991 -46 1,037
Interest and dividend income 884 -3 887 917 -6 924
Fees and Commissions 122 -11 134 110 -13 124
Other business profit 12 -27 39 -37 -25 -12
(of which gain or loss on government and other bonds) (-42) (-37) (-4) (-37) (-36) (-0)
Expenses 751 -24 776 710 -30 740
Core business profit 310 19 291 317 19 297
Allowance for doubtful accounts (subtract) -46 -61 15 -48 -63 14
Net Business Profit 315 44 271 329 47 282
Non-recurring profit or loss -21 34 -55 7 4 2
Non-performing loan disposals (subtract) 94 3 90 87 -1 89
Equity securities-related profit or loss 53 21 31 76 -13 89
Other non-recurring profit or loss 19 17 1 17 16 2
Ordinary income 293 78 215 336 51 285
Extraordinary profit and loss -1 3 -5 -1 4 -6
Pre-tax net income 292 82 209 335 56 279
Net Income 193 47 146 233 37 196
(Credit costs) 47 -57 104 37 -64 102

Highlights

(Kyushu Financial Group
Consolidated Results)

O Interest and dividend income
Year-on-year change: -300 mil. yen

- Interest on loans -400 mil.

« Interest on securities -40 mil.
O Expenses

Year-on-year change: -2,400 mil. yen

 Personnel expenses -300 mil.

« Non-personnel expenses -2,000 mil.

» Taxes -80 mil.

O Credit costs
Year-on-year change: -5,700 mil. yen

* Provision of general allowance

for doubtful accounts -6,100 mil.

« Non-performing loans

disposal expenses +300 mil.

yen
yen

yen
yen
yen

yen

yen




2. Interest and Dividend Income Kyushu Financial Group

- Interest and dividend income was 91,700 million yen, down by 600 million yen from the previous fiscal year due to the drop
in loan interest, impacted by negative interest rates.

(Domestic Division: Interest on loans -600 mil. yen; Interest on deposits -300 mil. Yen; Interest on securities +900 mil. yen;
International Division: Interest on securities -1,300 mil. yen)

Interest and dividend income
(100 mil. yen)

Mar 2016 Mar. 2017 Mar. 2018 vs. Mar. ‘17
Higo Kagoshima Sum Higo Kagoshima Sum Higo Kagoshima Change

Interest and dividend income 474 460 924 470 453 917 461 456
Domestic Division 872 429 443 850 414 435 863 418 444 12
Interest on loans 714 346 368 695 330 365 689 329 360 -6
Interest on deposits (subtract) 25 13 11 15 8 7 12 6 6 -3
Interest on securities 216 122 93 199 116 82 209 117 92 9
International Division 61 44 16 74 55 18 54 43 11 -19
Interest on loans 2 1 0 3 2 0 5 4 0 1
Interest on deposits (subtract) 0 0 0 0 0 0 0 0 0 0
Interest on securities 72 52 19 97 67 30 83 61 22 -13
Interest and Dividend Income Interest on Domestic Loans Interest on Securities
(100 mil. yen) (100 mil. yen) (100 mil. yen)
934 800
1,000 924 917 716 698 694 300 288 296 292
900 61 74 4 700 2 3 5
250 72 83
800 600 97
700 500
600 500
500 400 150 i
400 872 850 863 200 714 695 689 International
300 100 216 199 209 B Domestic
200
200 50
0 0 0

Mar. 2016 Mar. 2017 Mar. 2018 Mar. 2016  Mar. 2017 Mar. 2018 Mar. 2016 Mar. 2017  Mar. 2018 5




3. Net Interest Margin and Net Yield

Kyushu Financial Group

* Yield on investments was 1.13%, down 0.03% year on year, as yield on loans declined while yield on securities rose.

* Net interest margin was 0.27%, up 0.05% year on year, due to lower funding costs offsetting the drop in investment yield.

Net Interest Margin

(%) Sum
0.35
0.30
0.25 0.23
0.20 0.20
0.15 0.17
0.10
Mar. 2016

Yield on Loans

Sum
(%)
1.50
1.40 1.34
130 31
1.28
1.20
1.10
1.00
Mar. 2016

Higo Kagoshima
0.29
0.25 0.27
0.25
0.22
0.20
Mar. 2017 Mar. 2018
Higo Kagoshima
1.24
1.19 1.15
1.10
1.14 1.06
Mar. 2017 Mar. 2018

Mar. 2018

Sum Sum
Higo Kagoshima

(1) Investment yield

Yield on Loans
Yield on Securities

(2) Funding cost

Interest rate on deposits

Net interest margin ((1)—(2))

Yield on Securities

(%) Sum
1.30
1.20
1.12
1.10
1.07
1.00 1.01
0.90
Mar. 2016

1.29

1.24

1.16% 1.13% 1.10%
1.19% 1.10% 1.06%
1.12% 1.24% 1.21%
0.94% 0.86% 0.85%
0.02% 0.01% 0.01%
0.22% 0.27% 0.25%
Higo Kagoshima

1.16 1.21

1.12

1.05

Mar. 2017

Mar. 2018

1.17%
1.15%
1.29%
0.88%
0.01%
0.29%

-0.03%
-0.09%
0.12%
-0.08%
-0.01%
0.05%



4. Fees and Commissions:

Kyushu Financial Group

+ Fees and commissions were 11,900 million yen, down by 1,310 million yen year on year, affected in part by the decline in

commissions on assets under management.

Fees and Commissions

Income from fees
and commissions

Income from fees
and commissions

(100 mil. yen) 12,410 mil. yen 11,090 mil. yen
250 Revenue from Revenue from
fees and fees and
commissions commissions
22.3 21,770 mil. yen 21,230 mil.
200 ’ 22.7
— 27 7.1
16.3 :
16.6
27.5 17.7 Other
150 : )
Corporate solutions
Investment trusts
100 Life/nonlife insurance
B ATM-related
50
77.6 79.3 ® Account transfer
Bank transfer fees
0 Other
(44.3) (48-6) Foreign exchange fees payable
(50) _ (23.8) (26.2) H Guarantee fees payable
(17.6) (18 0) Group credit insurance payments
(100) (7.8) (8.5)
Expenses on Expenses on
services, etc. services, etc.
9,350 mil. yen 10,130 mil. yen
(150)
Mar. 2017 Mar. 2018

O Revenue from fees and commissions
Year-on-year change: -530 mil. yen

« Life and nonlife insurance

(drop in value of sold policies) -980 mil. yen
» Investment trusts +30 mil. yen
- Related fees (review based on

comparison of two banks, etc.) +230 mil. yen
» Corporate solutions (structuring

of syndicated loans, etc.) +140 mil. yen

O Revenue from fees and commissions

Year-on-year change: +770 mil. yen
» Group credit insurance payments

(increase in policy rates) +430 mil. yen
» Guarantee commissions

(increase in personal loans) +240 mil. yen




5. Expenses

Kyushu Financial Group

+ Expenses decreased 3,000 mil. yen to 71,000 million yen due to lower personnel expenses, non-personnel expenses, and tax

expenses.

€ Personnel expenses:
€ Non-personnel expenses: -1,900 million yen (work processes thoroughly reviewed to take advantage of synergy from management integration)
« OHR increased by 0.32% to 71.67% with the decline in gross business profit.

-800 million yen (improved productivity due to workstyle reforms)

Expenses

(100 mil. yen)

mmmm Personnel expenses

1,000

900

800

700

600

500

400

300

200

100

69.08%
[

755
49

346

358

Mar. 2016

(100 mil. yen)
500
450

71.35% 71.67% 400

® ® 350
70.00% ~o0

250
200

Non-personnel expenses Taxes Total ® OHR

[0)
740 10 60.00% 150

45 100
44 50

0

339 321

(100 mil. yen)

500
450
400
350
300
250
200
150
100

50

Mar. 2017 Mar. 2018 0

Higo Bank
71.85% 72.56% 71.23%
® © ° 70.00%
398 393
- 3 371 60.00%
22
181 183 167

Mar. 2016

Mar. 2017 Mar. 2018

Kagoshima Bank

66.22%

357
21

164

170

Mar. 2016

70.03% 72.16%
° et 70.00%
60.00%
346 338
22 21
156 154
167 163
Mar. 2017 Mar. 2018




6. Loans Kyushu Financial Group

« The balance of loans increased 375,100 million yen (+6.1%) year on year.
+ Loans to corporations, to individuals, and to the public sector all grew steadily.
(Loans to corporations: +146,600 mil. yen; to individuals: +168,300 mil. yen; to public sector: +60,200 mil. yen)

Balance of Loans Higo Bank
i (100 mil. yen) 32,464
(100 mil. yen) . . . 30,610
B Corporations Individuals Public sector 30,000 28,309 5,201
5,013
70,000 64,863 —
61,111 . 20,000 9,875 10,276 082
60,000 56,953 10,063
9,461 10,000
8,872 13,932 15,320 e
50,000
0
22,658 End of Mar. ‘16  End of Mar. ‘17  End of Mar. ‘18
40 OOO 20,974 nd o ar nd o ar nd o ar
! 19,335
Kagoshima Bank
30,000 (100 mil. yen) 32,398
30,501
30,000 28,643 4,772
4,447
20,000 4371
20,000 o 450 10,698 11,834
10,000
10,000
14,812 15,791
0
End of Mar. ‘16 End of Mar. ‘17 End of Mar. ‘18 0

End of Mar. ‘16 End of Mar. ‘17 End of Mar. 18 9




7. Deposits

Kyushu Financial Group

« The balance of deposits increased 293,100 million yen (+3.5%) year on year.

Corporate, personal and public-sector deposits all grew steadily.
(Insurance money inflow now at normal levels after a surge following Kumamoto earthquakes having run its course.)

(Corporate deposits: +91,500 mil. yen; individual deposits: +135,800 mil. yen; public sector deposits: +65,700 mil. yen)

Balance of Deposits (incl. NCDs)

(100 mil. yen)

100,000

80,000

60,000

40,000

20,000

m Corporate

78,373
5,840

53,164

19,367

End of Mar. ‘16

Individual

82,976
6,900

56,138

End of Mar. ‘17

Public funds

85,907

7,557

57,497

20,852

End of Mar. ‘18

(100 mil. yen)
50,000

40,000

30,000

20,000

10,000

(100 mil. yen)

50,000

40,000

30,000

20,000

10,000

0

Higo Bank
4 566 45,515 46,941
: 4,320 4,847
3,732 .
28,101 30,450 31,018
10,731 10,744 11,076

End of Mar. ‘16

End of Mar. ‘17

End of Mar. ‘18

Kagoshima Bank

35,806
2,107

25,063

8,636

End of Mar. ‘16

37,460
2,580

25,688

9,191

End of Mar. ‘17

38,966
2,710

26,479

9,776

End of Mar. ‘18

10



8. Securities

Kyushu Financial Group

« The balance of securities decreased 272,600 million yen to 2,307,200 million yen, due mainly to a decline in government
bonds.

« Valuation gain on securities fell by 2,600 million yen to 103,100 million yen year on year even though a fall in unrealized

gains on bonds was partly offset by an increase in unrealized gains on equities.

Balance of Securities

(100 mil. yen)

B Government bonds
Stocks

30,000

25,000

20,000

15,000

10,000

5,000

Municipal bonds

Foreign bonds

27,292
1,073

4,492

1,377

7,113

2,180

11,056

End of Mar. ‘16

25,798
941

4,207

1,451

6,766

2,181

End of Mar. ‘17

Corporate bonds
Other

23,072
1,274

3,896

1,561

5,829

2,114

End of Mar. ‘18

Valuation Gain on Securities

(100 mil. yen)

® Government bonds

Stocks
Total

1,500

1,300

1,100

900

700

500

300

100

(100)

1,308

61
105

506

129
85

419

End of Mar. ‘16

Municipal bonds
Foreign bonds

1,057
126
633
83
33
219
(39)

End of Mar. ‘17

Corporate bonds

Other
1,031
85
712
64 75
172
(28)

End of Mar. ‘18

11



9. Credit Costs and Loans Disclosed Pursuant to
Financial Reconstruction Act

Kyushu Financial Group

« Credit costs fell by 6,400 million yen year on year to 3,700 million yen with an increase in reversal of provision of general

allowance for doubtful accounts.

€ Thorough response to customer needs, including reconstruction support to victims of the Kumamoto earthquakes -> No new provisions

+ Loans disclosed pursuant to Financial Reconstruction Act decreased by 4,200 million yen from the previous fiscal year-end.
The ratio of hon-performing loans fell 0.20% from the previous fiscal year-end to 2.17%.

Credit Costs

(100 mil. yen)

110
90
70
50
30
10

(10)

(30)

(50)

Total

Provision of general allowance for doubtful accounts

69

(26)

End of Mar. ‘16

‘ 0.12%

Ratio of credit costs

102

14
0.17%
e °

87

End of Mar. ‘17

0.40%
37

0.20%
0.05%

(48)

End of Mar. ‘18

Loans Disclosed Pursuant to

Financial Reconstruction Act

(100 mil. yen)

1,800
1,600
1,400
1,200
1,000
800
600
400
200

0

Substandard loans
Doubtful loans
EE | 0ans provable in bankruptcy, rehabilitation, etc.

Ratio of non-performing loans
3.00%
2.40% 2.37% °
2.17%
1.384 1,465 1,422 2.00%
152
163 133
632 726 749
539

End of Mar. ‘16 End of Mar. ‘17 End of Mar. ‘18

12



10. Capital Adequacy Ratio Kyushu Financial Group

« Core capital increased by 5,500 million yen year on year to 588,900 million yen.

« Despite the increase in core capital, the capital adequacy ratio declined by 0.61% year on year to 11.77%, affected by the
increase in risk assets as lending grew.

Capital Adeguacy Ratio (KFG Consolidated)

(100 mil. yen) Capital Adequacy Ratio (KFG Consolidated)
(100 mil. yen)
' 12.86% (1) Core capital 5,833 5,889 55
12.38% 13.00% Shareholders' equity 5,589 5,728 139
6,000 11.77% (2) Risk assets 47,102 50,027 2,924
(3) Capital adequacy ratio ((1)/(2)) 12.38% 11.77% -0.61%
5,500 11.000/0
5,000
Capital Adequacy Ratio (Sum of 2 Banks)
4,500 - oo 5 889 (100 mil. yen)
(1) Core capital 5,275 5,366 2,662 2,703 91
3,500 Shareholders' equity 5,023 5,202 2,629 2,572 178
(2) Risk assets 46,467 49,344 24,133 25,211 2,877
3000 (3) Capital adequacy ratio ((1)/(2)) 11.35% 10.87% 11.03% 10.72% -0.48%

End of Mar. ‘16 End of Mar. ‘17 End of Mar. ‘18

13



11. Performance Forecasts Kyushu Financial Group

FY2018 Performance Forecasts (simple sum of 2 banks)

(100 mil. yen)
Fees and commissions:
Gross business profit 991 1,043 536 506 52 yeaal;j(d)?n\g/elgdghauml:ceunt
Interest and dividend income 917 916 452 463 -1 Securities figure
Fees and Commissions 110 103 60 42 -7
Other business profit -37 22 23 0 61
(of which gain or loss on government and other bonds) -37 15 21 -5 52
Expenses 710 708 367 341 -1
Core business profit 317 319 148 170 1
Allowance for doubtful accounts (subtract) -48 13 8 5 62
Net Business Profit 329 321 161 159 -8
Non-recurring profit or loss 7 39 28 11 32
Non-performing loans disposal expenses (subtract) 87 20 0 20 -66
Equity securities-related profit or loss 76 54 34 20 -21
Other non-recurring profit or loss 18 11 0 11 -7
Ordinary income 336 361 190 171 24
Extraordinary profit and loss -1 -3 -2 -1 -1
Pre-tax net income 335 357 187 169 22
Net Income 233 250 130 120 16
(Credit costs) 37 39 14 25 3
Consolidated revenues 1,646 1,627
Consolidated ordinary income 293 338
Profit attributable to owners of parent 193 228

14



Kyushu Financial Group’s
Management Strategy



1. Kyushu Financial Group’s Management Philosophy and Goals

Kyushu Financial Group

Group

Management
Philosophy

Vision

. The Group will respond to the trust and expectations of customers and will provide

optimal, high-level comprehensive financial services to its customers.

. The Group will develop alongside local regions and actively contribute in the

realization of a vigorous local community.

. The Group will nurture an abundance of creativity and a free-spirited organizational

culture, continuing to challenge itself to move toward a better future.

(1) Collaboration Stage

1st Medium-Term Management Plan
(Oct. 2015 to Mar. 2018)

Basic policy:
Building a business foundation geared toward
providing optimal, high-level comprehensive
financial services to our customers.
Three areas of management foundation:
(1) “Comprehensive financial service strength” that
can respond to various needs of customers
(2) “Brand strength” that can win trust of
stakeholders

(3) "Organizational strength” that can realize
optimum for the group

“Kyushu'’s top full-service financial group for customers”

# Achieved in two stages, from “Collaboration” to “Integration”

(2) Integration Stage

2nd Medium-Term Management Plan and after
(from April 2018)

« Proceeding with the group integration
process in steps based on the
management foundation built in the
collaboration stage, and further
strengthening this foundation.

- Take full advantage of integration
synergies, from the standpoints both of
Group consolidated gross profit and cost
efficiency, toward sustained growth.

______________________________________________________

16



2. Review of 1st Group Medium-Term Management Plan Kyushu Financial Group

® Although balance targets for deposits and loans reached targets, targets for net business profit and net
Income were unachieved due to decreases in interest and dividend income and income from fees and
commissions.

N T . EY2017:
umerical Iargets Medium-Tern .
(Simple sum of 2 banks) Management Plan Difference
Targets
_DepOSitS 8.4 tril. yen 8.5 tril. yen 0.1 tril. yen
(incl. NCDs)
Loans 5.9 tril. yen 6.4 tril. yen 0.5 tril. yen
Net Business Profit 37,400 mil. yen 32,900 mil. yen | |-4,500 mil. yen
Net Income 28,000 mil. yen 23,300 mil. yen | | -4,700 mil. yen
ROE 4.5% 3.8% -0.7%
Return on 0 o -0.8%
Shareholders' Equity >-3% 4.5% '

17



3. Taking Advantage of Integration Synergies

Kyushu Financial Group

Integration benefits in the 1st Group Medium-Term Management Plan (October 2015-March 2018) amounted to 10,400 million yen,
significantly outperforming the target.

1st Group Medium-Term
Management Plan

FY2015 FY2016 FY2017

Integration benefits Difference
| Pan  |[ Resut | [ Result Result Result
- o v N . ’ 6,100 mil. 9,300 mil. +3,200 mil. 1,200 mil. il. 4 mil.
Top line expansion synergiess (i) ' ven ' ven 3,200 Ven ,200 ven 3,300 "Qé'n ,800 ven
Collaborative measures aimed at
individuals 2,200 mil. 200 mil. 700 mil. 1,300 mil.
« Common-strategy products (housing loans) yen yen yen yen
+ Mutual introduction of effective assets under
management products, etc.
Collaborative measures aimed at corporate ) ]
customers 2,100 mil. 200 mil. 600 mil. 1,300 mil.
+ Collaborative sales promotion yen yen yen yen
« Solution-related commissions, etc.
Collaborative measures aimed at public . . . .
sector 200 mil. 20 mil. 50 mil. 120 mil.
« Collaborative sales promotion to local public yen yen yen yen
entities, etc.
Collaborative measures in market sectors 4,800 mil. 800 mil. 1,900 mil. 2,100 mil.
+ Share know-how on foreign bonds and stock yen yen yen yen
market investment
_ . -, 700 mil. 1,800 mil. +1,100 mil. 100 mil. 500 mil. 1,200 mil.
Cost reduction synergie ) yen ! yen ! yen yen yen ! yen
System related efficiencies
» Information system integration 900 mil. 100 mil. 300 mil. 500 mil.
* Review of costs by benchmarking, etc. yen yen yen yen
Clerical work-related efficiencies
- Review of maintenance fees and fees for 500 mil. 0 mil. 100 mil. 400 mil.
outsourcing of clerical work yen yen yen yen
« Reduction in office equipment procurement costs,
etc
Other cost reduction
« Cost reduction th h sal d ket-related . . f :
mogaszeregc ion through sales and market-relate 400 mil. 0 mil. 100 mil. 300 mil.
« Reduction in IR and PR-related expenses yen yen yen yen
» Reduction in capital spending and non-personnel
L_expenses, etc.
' ' 800 mil. 700 mil. -100 mil. 700 mil. - -
yen yen yen yen
IOLAINNTEYratioNIENETILS; 6,000 mil. 10,400 mil. +4,400 mil. 600 mil. 3,800 mil. 6,000 mil.
yen yen yen yen yen yen

18



4. Review of 2nd Group Medium-Term Management Plan Kyushu Financial Group

The Second Group Medium-Term Management Plan sets

“Evolving into Group Championing ‘Cocreation of Local Vitality’,” "Reinforcing Group Personnel” and
“Enhancing Group Governance” as the basic strategies based on issues faced by the Group, and
“Strategic Pillars” as focus themes for each strategy.

Period

Vision

Basic
Policy

Basic
Strategies
&
Strategic
Pillars

2nd Group Medium-Term Management Plan: Integration Stage
Three years (April 2018 to March 2021)

“Kyushu’s top full-service financial group for customers”

To maximize group synergy, aiming to provide optimal, high-level services
to our customers

Basic Strategies Strategic Pillars
Evolving into (1) Enhancing comprehensive regional

(1) h . . financial service functions
group championing (2) Taking advantage of regional

“cocreation of local vitality” industrial promotion function

(1) Enhancing personnel management

Relnforcmg group personnel (2) Enhancing personnel development

(1) Enhancing business management

Enhancing group governance structure
(2) Improving productivity
19



Structure of Basic Strategy

Kyushu Financial Group

In order for us to evolve into a group championing “cocreation of local vitality” for the goal of becoming Kyushu’s top

full-service financial group for customers, we will endeavor to resolve issues faced by customers and regions by

squeezing management resources through enhanced group governance with a particular focus on enhancing
personnel strengths. At the same, we will clearly define specific areas and schedule of integration in each basic

strategy and strive to maximize group synergy.

[V Resolving issues faced by customers and regions

. S.I9WI03SND .10J

Expanding KFG brand
One-stop into wide areas Coordination

Evolving into group championing “cocreation of local vitality”

Enhancing comprehensive regional Taking advantage of regional
financial service functions industrial promotion function

Prioritized allocation of management resources

Reinforcing group personnel

Enhancing personnel management Enhancing personnel development

Management resources squeezed out

Enhancing group governance

Enhancing business management

S Improving productivity

dno.ib buiziwuixe

9|Np3ayds pue uoije.abajul jo seale buiAjLie]d
:ABJ2uUAs

20



6. Realizing a Vigorous Local Community

: N Kyushu Financial Group
(Cocreation of Local Vitality)

We aim to become a full-service financial group that supports long-term growth of customers and regions and
creates a “Community Full of Vitality,” a goal specified in the Group Management Philosophy, by taking advantage of

comprehensive regional financial service functions and regional industrial promotion functions that go beyond
financial aspects.

E‘I;h?c?:;lrgisg:rclglelsfp\zicvee Regional industrial Cocreation of
- v — x promotion functions local vitality

— Region
Improving regional economic added value;
Realizing a Vigorous Local Community
Financial Non-financial
Enhancement aSPeCt aSPeCt Enhancement
: Comprehensive regional Regional industrial .
financial service functions promotion functions

b

Enhancement ancement

21



7. Basic Strategy:
(1) Evolving into Group Championing “Cocreation of Local Vitality”

Kyushu Financial Group

We aim to help resolve various issues faced by individual customers and regions by providing one-stop,
comprehensive financial services combining banking, brokerage and trust functions and taking advantage of our
industrial support strengths through coordination of local entities. To do this, we will actively get involved in the
creation and development of regional industries by taking advantage of collaboration and tie-ups with external
partners and investment and funds, while striving to allocate group management resources in an effective way.

Issues/needs faced by customers and regions

One-to-one marketing

One-stop Coordination
Collaboration between

Industrial support strength

banking, brokerage and trust functions

Region Urban
development
Layered and Business
multi-faceted Channel development
Sales Group x Personnel

Areas collaboration (
(indiF\)/liJ%lljiilz/nbtlth?(ieess)ses/ development
Information -
Digital technology intermediation
nhancing comprehensive regiona <|'al?|'nq advantage of regional inausfrl'a'l>
S— financial service functions Eromotion function
- — ——  —— = e
Effective allocation of management resources
¢ . . Companies
Kyushu Financial Group pan
External C@operat I estmakt supportlng
i . . {@a Kyushu FG
partners | (7w | Higosonk (@ ootk @ RINE Jogorng | o
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7. Basic Strategy: Kyushu Financial Group
(1) Evolving into Group Championing “Cocreation of Local Vitality”

(1) Enhancing comprehensive regional financial services functions:

Establishing collaboration between banking, brokerage and trust functions

In terms of enhancing comprehensive regional financial service capability, we aim to offer ideas suited to
customers’ lifecycle and goals in one-stop packages and support their long-term growth by coordinating the
banking and securities companies, as well as trust functions within the group.

23

Categories Channels Regions Customers
, _ 0 Individuals
m Customer centered st m Optimizing branch o = Enhanrctlng problem-solving S g b _
a functions Q suppo () -+ 0o Life stage
® Products and < ; @ m Taking advantage of o o :
services <. m Next-generation o+ iy tg | grt : th Q [0 Asset size
m Consulting s face-to-face channel S inaustrial support streng 3 f?l' Financial literacy
m b gi . [l (remote face-to-face 3 ('_D‘ =
xpanding regions i i
p g reg () sales using video, etc.) e B Strengthening . .5 r(la\lfeefgﬁées
contact with o] P
companies that have o Q ...etc.
A expansive operations o
o W Business feasibility Q m Expanding customer )]
ol assessment 3 . base
= ® Products and S Shared API Mutual Q Corporation
o Services = within group i  referrals S || ™ Expanding customer &) o -
— W Solutions o 2 base S 3 Life stage
g B Expanding regions 8 é W Activating g (P Industry
= A 4 = distribution/exchange S5 g'_ Business size
< %” S Management
L8 . % B Next-generation S o & 5‘ Qv issues
< W Solutions 5 non-face-to-face channel|fa] - S m Strengthening retail gy 3 % ...etc,
® Expanding regions |2 m Self-operation é— ) = sales =~ O T
m Inter-regional 3 ® Pursuing utility, 37 4 Ve i
collaboration o functionality and S S >3 Publi
b7 profitability ™ ~ o 5 ublic
B Enhancing overseas 9 S sector
support capability 0 g 2 Recionl
® Activating o Q= char(;gg?iztics
m Expansion of sales-oriented group companies Group distribution/exchangefSi oQ 4
and enhancing coordination between them Cooperation = J. and Issues
o0 Fiscal position
a 3 Events
- Promoting open innovation (sharing services, know-how and APIs) External partners -+-etey




Strengthening Collaboration with Kyushu FG Securities

Kyushu Financial Group

We aim to provide one-stop, comprehensive financial services to regional customers through enhanced banking-brokerage
collaboration with Kyushu FG Securities which launched operations in January 2018. As a securities company with quality
and depth of knowledge about the region as its strength, we will raise level of consulting functions through thoroughgoing
human resources development efforts, and provide customers with optimal asset formation and financing schemes.

4 Kyushu Financial Group

~N

('@ Kagoshima Bank
:-: HigoBgnk

StEengthiss
Quality andidepthy
(o) e

Banking- TThoeroughgoing
Brokerage UManfresource
Cooperation development
Cooperate

9
about the region
Special Feature

Kyushu FG Securities

Hyushuw Fis

» Great expertise on asset management
* Advanced investment propositions

« Promoting trusts,
structured bonds, etc.

Personal deposits average balance

(1,000 mil. yen)

70,000
60,000
50,000
40,000
30,000
20,000
10,000

0

(1,000 mil. yen)

1,800
1,600
1,400
1,200
1,000
800
600
400
200

0

FY2017

Sale of assets under management

B
158

>

435

FY2017

B Investment trust

m Higo

FY2018

FY2018

m Kagoshima

59,462

B Structured bods, etc.

FY2019

N
&
©
N
- N

)
20
00]
S
o

[63)
N
o
(o]
L

FY2020

® Life insurance

1,532

411

FY2020
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Expanding Lending Kyushu Financial Group

We aim to expand lending in our regions (Kumamoto, Kagoshima and Miyazaki) as well as in other prefectures
through sales activities that take advantage of the two banks’ strengths to help solve issues faced by customers.

® Sales promotion in our regions - Kagoshima and Miyazaki: business feasibility assessment and greater use of strategy of combining
corporate and individual solicitation / Kumamoto: strengthening efforts on creative reconstruction support

® Strengthening efforts on solutions (promoting joint funds, structured finance, etc.)
® Strengthening PPP and PFI support
® Expanding customer scope in northern Kyushu, Okinawa and urban areas
. Average loan balance by bank
(1,000 mil. yen) g 4 (1,000 mil. yen) Average loan balance by type
100,000 m Higo m Kagoshima 100,000 ® Corporations ® Individuals H Public sector
80,000 80,000
60,000 60,000
40,000 40,000
20,000 20,000
0 0
(1,000 mil. yen) Average loan balance by region Yield on Loans
Tokyo and Osaka
90,000 Tokyo and Osaka 9,986 1.25% =O==KFG  ==@=Higo  ==e==Kagoshima
80,000 Nagasaki and Oita 8122 S Nagasaki and Oita 1.15%
. (o]
928
70,000 547 1.15% 1.10%
60,000 Fukuoka Fukuoka 1.10% 1.06%
50,000 4,143 | 5,822
- Kagoshima 1.05%
40,000 Kagoshima
Okinawa 25,777 ) 1.00%
30,000 215 22,617 Okinawa
20,000 1,365 0.95%
! Kumamoto Kumamoto 0.95%
10,000 5 794 27,133 e
0 0.85%

FY2017 FY2020 FY2017 FY2018 FY2019 FY2020 25



Strategies for Overseas Markets and Other Prefectures

Kyushu Financial Group

In respect of overseas strategy, we aim to expand foreign-exchange revenues through collaboration between sales
and market divisions, and support our customers’ overseas expansion and strengthen support to their overseas
operations. In respect of strategy outside our prefectures, we will promote collaborative sales between the two
banks and strengthen sales promotion that takes advantage of characteristics of both in each region.

Overseas Strategies

KFG/Both Banks

® Strengthening efforts on international business

- Strengthening foreign exchange business promotion
(collaboration between sales and market divisions)

+ Jointly developing skill levels of market sales personnel
59 >

 Consider setting up new bases

Shanghai

® Mutual use of network by unifying Shanghai offices of

both banks
Hong Kong

® Promoting agricultural and dairy exports to
Hong Kong and attract tourists through

C& Higo Dining Company

5
AT

- Miya

« Assist with business expansion
overseas, including site support

- Strengthen collaboration support

Shanghai «

Hong Kong

Vietnam

Thailand

Malaysia

Singapore

Indonesia

Taiwan

Philippines'

Fukuoka
[ )

Strategies for Other Prefectures

Building

“Kyushu Financial Group Fukuoka Building”
Strengthening sales and information center
functions for Fukuoka

Promoting northern Kyushu strategy

Holding events where representatives from
department stores, etc. and local companies in
Fukuoka can meet for business talks

2
%M w. Tokyo and Osaka
;f ® Establishing General

{aki

a Research Office in KFG

Corporate Planning
Division (April 2018)

® Finding partners who can
help invigorate Kyushu
economy

‘ «d ® Strengthening retail sales in

urban areas
\J<rp,¢

Okinawa
® Reinforcing sales operations
Supporting exports of agricultural (Second Kagoshima Bank branch to open
and livestock products taking July 2018)

advantage of Naha Airport hub

functions

® Accumulating sales know-how, enhancing
information intermediation function, developing
networks (entities to share information with)

® Brought together Okinawa companies and local
department stores for sales talks 26



Efforts on Fintech Kyushu Financial Group

We aim to improve convenience for customers, create new financial services and digitalize existing processes using
latest technologies. We will develop, or tie up with external partners on, fintech services and take advantage of
them within the group, and provide such services to customers.

In anticipation of full-fledged arrival of the age of data capitalism, we will promote digital innovation
that actively takes advantage of latest technologies.

Fintech services

Key technologies .
il | (@ Kagoshima Bank Customers
Blockchain Development|  Expanding ad,,
- by the two services o"y HigoBank Providing Individuals
banks Development and tie-ups Services
—— Vool
thenticati remittance -
———— Finance/ - _ Use of accumulated information to Providi \""7" )
IoT Selection/usage promote sales serviz(()evéalzlga ges E—
— tie-ups .
open API  F°°° rHellft'ons : (tie-up fpees) Creation of new revenue sources (combining multiple | | Corporations
Fintech ,_ through new services services)
Robo- Data use
AR *About 80 ventures Ad‘ged value
Fintech Associati information 3 i
S . g ] ) seve s J

fees

Benefits to fintech companies: Benefits to our bank: Benefits to customers:

« Service user expansion in Kyushu « Accumulation and use of data on other « Improved convenience in transactions
« Increased revenues through larger companies, wide-ranging industries « Support to operational efficiency
user base * New revenue sources (for businesses)

—

Improvementin Creation of Digitalization of
customer convenience new financial services existing operations

Enhanced mobile banking Enhanced data usage Service expansion Operational reforms through
services through AI through API RPA introduction

Verification and tests on latest Building new cashless More diversified non-face-to- Work processes rationalized
authentication technologies settlement systems face channel through I'T

27



Market Strategies: Securities management Kyushu Financial Group

In market sectors, we will work on diversifying and improving flexibility of investment to enhance medium-to-long-
term profitability and aim to improve investment returns through stable growth in comprehensive income (interest
and dividends, related income and evaluation gains). Furthermore, we will strive to strengthen and improve our risk
management, in view of expected significant increase in risk associated with overseas interest rates, trusts, etc.

(1,000 mil. yen) Average balance of securities Securities/average balance by asset

® Higo ®™Kagoshima (1,000 mil. yen)

25,000 22,884 22 629 25,000 B Yen-based bonds ®Foreign bonds ® Stocks, investment trusts, etc.
A
1
20,000 - i-. 20,000
19,304!
1)
15,000 : 15,000
1
|
10,000 ! 10,000
1
/01 113,804 113,325
5,000 ! 5,000
.
|
0 0
FY2018 FY2019 FY2020 FY2017
Yield on Securities q . .
1.35% , , Stable growth in comprehensive income
== KFG ==O==Higo === Kagoshima : : ) o
1.29% (comprehensive income = interest and dividends +
0, 3 3 3
1.30% 1.25% related income + valuation gain or loss)
1.25% 1 249 L 2290 B
1 20% 1.16% een
' 1.21% L 209 « Interest and dividends:
1.15% e More diversified bond investment and use of investment trusts
+ Related income:
1.10% e 1.15% Opportunistic trading and use of derivatives
. (o] . .
« Valuation gain or loss:
1.05% Use of hedging and improved portfolio management
FY2017 FY2018 FY2019 FY2020

Strengthened and improved risk management .



7. Basic Strategy:
1) Evolving into Group Championing “Cocreation of Local Vitality”

Kyushu Financial Group

(2) Taking advantage of regional industrial promotion function

In this area, we aim to support customers’ business development-style business models from the viewpoint of “business
development,” “information intermediation,” “urban development” and “personnel development,” while effectively utilizing group
management resources. In addition, we will work to resolve structural issues of regions by strengthening value chains of regional
industry through measures such as collaboration with external partners, where necessary, and launch of operating companies
originating from the group.

Materials and
resources

Urban 3
Business ~ Regional industrial development \ 2
P promotion functions Personnel
K Information development
intermediation

buissaoo.d pue
bulinjoeinuely

Cha ractFHv!,'pecific)

SoS1607

uoneuIp1oo)

:-: HigoBank ¢"@® Kagoshima Bank

W Realizing creative reconstruction B Strengthening sales networks
m Efforts in regional growth sectors

Agriculture, forestry and fisheries, healthcare and nursing
care, tourism, environment and infrastructure

S193JeL pue

suo163.4 ul S9NSSI |e.n3dN.J}s BUIA|OSDY

9]
2
®
(0}
o
>
Q
S
S
@
7

Cooperation
and

Anysnpui jeuoibad Jo suieyd anjeA buiuayibua.ls

SDIAISS

collaboration

Strengthening Companies

cooperation with supporting regional
external partners Effective use of group management resources industries

s|apouw ssauisnq ajA)s-jusawdojaAap ssauisnqg bunioddns

Consumers
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Efforts in Agriculture, Forestry and Fisheries Industry (Kagoshima Bank) Kyushu Financial Group

Realizing potential of “agriculture, mountain and fisheries village”

through enhanced efforts to support regional revitalization

® largest balance among nation’s regional banks of lending
to agriculture and livestock industry.
® Having accumulated specialized know-how and data
through efforts in agriculture and livestock industry over
many years.
Balance of loans to
(1,000 mil. yen)  agriculture and livestock industry ~ (number of deals)
660 1,790
B Balance === Number of borrowers 1,779

640 1,780
620 760 1,770
600 1,760
580 1,750
560 1,740
540 >/1 1,730
520 1,720

FY2015 FY2016 FY2017

® Newly establishing “Nature Department” specifically tasked
to strengthen efforts in the primary industry, a key regional
industry, in April 2018.

® Accelerating efforts on developing new business models for
farming, in collaboration with agricultural company “Haru
Ichiban” jointly set up with regional business partners in

September 2016.

i Sfoldges

("@ Kagoshima Bank

g A @*ée%‘%
Nature : HARU ICHIBAN

Department Cooperation %_ :é
g HhSULE

Accelerating efforts in
agriculture sector

Strengthening efforts in
agriculture, forestry and
fisheries industry,
the key regional industry

Supporting income improvement

for producers by taking advantage
of trading-company functions

Strengthening efforts in forestry
and fisheries industries

Using accumulated know-how in
agriculture and livestock industry

® Creating new supply chains
through collaboration with Haru
Ichiban.

® Strengthening efforts to support
introduction of ICT in farming.

® Developing fisheries ABL schemes.

® Strengthening collaboration with
Japan Finance Corporation in
forestry and fisheries sectors.

® Promoting ABL financing that
reflects market environment and
supporting management
improvement.

® Developing new markets
(Okinawa).
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Efforts in Tourism Sector (Higo Bank) Kyushu Financial Group

In December 2016, group subsidiary Higo Bank jointly established “Kumamoto DMC Co., Ltd.”, a company tasked to
promote foods and tourism of the entire prefecture, with the Kumamoto prefectural government and others.
The bank aims to support revitalization of regional economy through tourism.

Major events to take place in Kumamoto Prefecture during period covered by the next Medium-Term Management Plan:

Rec0\|\/4etryA<;2a(cF:{c§jtserggtes to International sporting events Renewal of stations, ports, Rewtaarleljzaastl(osna(lzzfac)r:qeagﬁgwgraal
Aso Ohashi bridge) (rugby, handball, etc.) bus terminals and airports Kumamoto Castle)

Aiming at tourism promotion through close collaboration with Kumamoto DMC,
taking account of general developments in the prefecture

Higo Bank : . . ! . : .
9 Enhancing comprehensive regional financial service functions Customers
Offering ideas for better utilizing budgets (subsidies), loans, funds, business matching, etc.
Regional Local
i March 2018 governments
Promotion Kumamoto DMC Registered as “regional _
Department . . . collaboration DMO,” a Travel agencies
> Marketing Policy designing through marketing, Japanese version of _ |
> Taraetin destination-generated tourism, projects to DMO, with the Japan Regional
Information 4 Collgborgtive revitalize Mt. Aso, sports tourism, real outlets Tourism Agency. associations
sharing/regional plans/deals . Tourism
collaboration > Provision of Goals in the_n_ext 3 years: businesses
regional information Obtaining a v Function .
> Training world-class DMO accreditation R v Agriculture,
tourism workers : . (2£DMC b . . forestry and
Branches Sales: 230 mil. yen — 1,000 mil. yen | regional industries fisheries
Staff: 9 —» 20 businesses

Increased support from the relevant government agencies thanks to registration

as Japanese version of DMO (regional collaboration DMO)

Growing Kumamoto DMC into a body playing a central role in Kumamoto’s tourism

*DMO (Destination Management Organization):
Local management organization promoted by Japan Tourism Agency. DMC was established as an incorporated DMO. 31



8. Basic_Stratggy: Kyushu Financial Group
(2) Reinforcing Group Personnel

We will engage in a group-wide effort to enhance personnel management and development in order to train
specialized staffers and optimize staff deployment for the realization of strategies.

Enhancing comprehensive regional financial service functions and

taking advantage of regional industrial promotion functions

Prioritized allocation

Enhancing group personnel strength = Increasing specialized staff based on strategy

Enhancing personnel management Enhancing personnel development

Building group talent portfolio and . . )
; Enhancing group talents to realize strategies
optimum staff deployment g group g
Specialized talent Strategic staff Career goals Management
management deployment
Skill assessment Specialized skills/new areas
- Group talent
Career/skill Career development Skills for specific work/
management database Employee exchanges blanning job grade
Training methods Basic capapility as working
professional/human
Use of external talents Group career path
Establishment of Higin Business Education Co., Ltd.
Group-common platform in April 2018
Ne ~duates. mid-caree Employee welfare,
an\:jv ?or oi un na:c'onlal hi r'n r Personnel systems retirement benefits, Diversity management
reig : Inng corporate pensions 32




9. Basic Strategy:

) Kyushu Financial Group
(3) Enhancing Group Governance

We will work to enhance our business management structure and improve productivity of branches and headquarters in
order to squeeze out management resources (personnel, physical resources, money, information and time) and allocate
them within the group in an effective manner for its evolution into a group championing “cocreation of local vitality.”

Kyushu Financial Group

35 sz

A s . EFSEE LR

oy HigoBank ¢"@ Kagoshima Bank EERREEE

| =0 =N

3% | |

............................................................................................................................................... N
. Grou . Grou
:-: HigoBank Comppany ¢"@ Kagoshima Bank Comppany o

Effective deployment of group management resources

Enhancing business management structure Improving productivity
Enhancing corporate governance Strengthening group organizational Improving p_rqductlwty through
management use of digital technology
® Enhancing oversight by Board of ® Consolidating headquarters ® Enhancing IT governance
Directors functions ® Enhancing expenses management
@ Building effective risk appetite ® Integrating group companies ® Streamlining headquarters and
framework (RAF) ® New business development branches operation

33




9. Basic Strategy:

) Kyushu Financial Group
3) Enhancing Group Governance

(1) Enhancing business management structure: Building effective RAF

Enhancing revenue and risk management structure through development of group-wide RAF

— Group RAF

KFG Board of Directors/Management Committee

Risk appetite statement (RAS)

Risk appetite (preference risk)

B Region, industry, quantity, |, ... Credit risk
interest rate levels, etc. < > Share-

) - -~ St figldary
® Countries/currencies, investment PIte equity

types (stocks, investment trusts, (¢ > | Market risk | allocation
etc. ), quantity, etc.

Operational risk

First line H Second line
‘operational line ‘management function

Nedgotiating risk capital ' Risk capital allocation
9 9 P V ¥ W and monitoring

Higo Bank RAF Kagoshima Bank RAF . Group company RAFs

-) RAS (individually) =) RAS (individually) Building structure
with future in mind

First line ¢ Second line First line ¢ Second line




9. Basic Strategy:
3) Enhancing Group Governance

(2) Improving productivity

Seeking to improve productivity by clarifying management resource allocation based on strategic investment

Kyushu Financial Group

. Strategic investment urther
Total: 77,400 mil. en’ g i
[ i Y (estimate for March 2021) riendtcjgggn
(100 mil. yen) [ . m Enhanced IT governance = Prioritized
800 T . o o IT inﬁ;@dstr_l.lct}{re ) (<D & allocation to
_ =1 o consolidation/integration » o Investment
0 « Creating intra-group API a0 . .
Y infrastructure, etc. SiS contributing to
Next-phase | K (:D...h m Enhanced expenses management - strengthening
KFG ctorHE; sysEEerrr( a « Thorough reduction in recurring ;" o customer
buildings at Higo Ban o expenses i © : :
g » Enhanced management of budget o :>-<|- rele_ltlonshllp and
< and results, etc. o improving
Non-personnel 375 386 — = operational
expenses / Digital technology \< efficiency
400 -1 g % m Consolidation/integration
am g = . i
Shlft in cost structure . F-'ir gl_ ] {ert]::l.)rOVEd operational efficiency, (-I?
3 @ T ; e g Stronger customer
m Reduction and consolidation o ; ;
% g clerical processes = Spé(?ilz;cilzoerlisglféas
m Review of branch [0} ’
354 Enhanced ContrOI Of 348 f % functions/structures ; new business
Personne management resources; g- | m Channel shift, etc. =r areas, etc.
) - =
expenses’ Enhanced management of Digital technology, workstyle
budget and results reforms, enhanced managemen
0 *Taxes: Consumption tax hikes reflected.
Mar. ‘18 estimate (at time of planning) Mar. ‘21 target* *Non-personnel and personnel expenses: Current general budget base

combining 2 banks + KFG headguarters in Fukuoka
Kagoshima Bank

Higo Bank Business developmenty

Strengthening planning
function

Strengthening efforts Strengthening
Branch (sales): in growth areas sales capability
647 staff

Branch (sales):

Strategic staff 825 staff

Branches deployment

operations and loans):
o 860 staff ) -260 staff

Branches (operations):
-190 staff 635 staff

Squeezing personnel
Headquarters: -50 staff for expanded customer Bl | Headquarters:

693 staff — contact points — 500 staff 35




10. 2nd Group Medium-Term Management Plan: Numerical Targets KyushuFinancial Group

[tem Final-Year Target Basis

Average Loan Balance 7.6 tril. yen
Growth Sum
Potential

Average Deposit and NCD Balance 9.2 tril. yen

Net Income 25,000 mil. yen
Profitability Income from Services to Customers* 14,000 mil. yen

Return on Shareholders' Equity Over 4% | Consolidated
Efficiency OHR Less than 70%
Financial : : o
Soundness Capital Adequacy Ratio Above 10%

*Income from Services to Customers:
Average balance of lending x loan-deposit interest spread + fees and commissions — expenses.
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11. Capital Policies: Shareholder Return Kyushu Financial Group

Dividend policy under the
current medium-term
management plan

On the basis of stable dividends, we aim to pay out from increased income driven by
improving capital efficiency while seeking to secure ample retained earnings.

*Stable dividends: Incremental payout through stable income growth.

® The Kyushu Financial Group paid dividends of 12 yen per share at the end of March 2018.
Payout ratio (consolidated) was 28.2%.

® The dividend level at the end of March 2019 is likewise expected to be 12 yen.
® Share buybacks conducted with an aim to maximizing shareholder returns through improved capital efficiency.

(yen) Dividend per Share 100 i e Dividends and Payout Ratio Share buybacks
14.0 80 Total dividends paid for the year were 45 0%
5,500 million yen 070
M Y Number of
12.0 1= : 70 37.3% Pt ! 40.0% outstanding shares:
o 4] 25.0% 3 million
10.0 { | 60 :
i ) 131.3%
! 1 : “: 30.0%
8.0 ; ] 50 : | e
! | ) | 5.0%
40 | @ 23.7% Total acquisition
6.0 12.0 12.0 1 12.0 : : 20.0% value:
i 30 L 1,740 mil. yen
4.0 i E 54.5 54.5 154.1! 1>:0% ‘ o
; % L 10.0%
2.0 i Net income (consolidated)
5 : 10 — SOTEIETIL 5.0%
00 : ! . 14,600 mil. yen 19,300 mil. yen :22,800 mil. yen: 0.0 it WV R o
: : . (0]
End of Mar.  End of Mar.  End of Mar. End of Mar. ‘17 End of Mar. ‘18  End of Mar. ‘19 31.3%
17 ‘18 ‘19 (estimate)

(estimate)
Total dividend payout ===@===Payout ratio == Be== Total return ratio:
Total value of share buybacks 37



12. ESG Efforts Kyushu Financial Group

Appropriate measures taken to address ESG issues for the goal of realizing sustainable society

—————

Realizing sustainable growth of companies and improving corporate value

> Efforts for environmental finance (renewable energy-related loans)

Environmental > Efforts in forest maintenance projects and water resource protection activities (environmental protection activity)

> Creating environment-friendly branches (rooftop greening, solar power generation, etc.)

» Efforts on regional revitalization (efforts for regional industrial promotion and creative reconstruction)

Social » Promotion of workstyle reforms (introduction of earlier working hours and work interval system)
OCla

» Promotion of diversity (actively assigning females and hiring persons with disabilities)

» Contribution to regional cultural activities (Kagin Cultural Foundation and Higo no Satoyama Gallery)

» Study of possibility to set up a voluntary advisory body (nomination and compensation)

Corporate
governance » Study of possibility to shift to company with audit and supervisory committee

> Integration of compliance guidance and education functions, and enhancing risk management structure

———

Enhancing disclosure related to non-financial information

(organizing and disclosing information based on ESG and SDGSs)
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1. Financial Results Summary Kyushu Financial Group

Higo Bank Kagoshima Bank
« Gross business profit declined by 2,000 million yen year on - Gross business profit declined year on year by 2,500 million
year to 52,200 million yen, due mainly to decreases in yen to 46,900 million yen, due chiefly to decreases in fees and
interest and dividend income and gains on government and commissions and in gains on government and other bonds.
other bonds. + Ordinary income was 15,700 million yen, down 400 million
« Ordinary income grew by 5,600 million yen year on year to yen year on year, as lower credit costs and expenses were
17,900 million yen due mainly to a decrease in credit costs. offset by a drop in gains on stocks, etc.
* Net income was 12,300 million yen, up 3,500 million yen year * Net income was 10,900 million yen, up 100 million yen year
on year. on year.
Higo Bank Profit & Loss (100 mil. yen) Kagoshima Bank Profit & Loss (100 mil. yen)
Mar. 2017 | Mar. 2018 Mar. 2017 | Mar. 2018
Gross business profit 542 522 -20 Gross business profit 494 469 -25
Interest and dividend income 470 461 -9 Interest and dividend income 453 456 2
Fees and commissions 63 63 0 Fees and commissions 61 47 -13
Other business profit 8 -3 -11 Other business profit -19 -34 -14
(of which gain or loss on government and other bonds) (20) (2) -17 (of which gain or loss on government and other bonds) (-21) (-39) -18
Expenses 393 371 -21 Expenses 346 338 -8
Core business profit 128 147 18 Core business profit 169 170 1
Allowance for doubtful accounts (subtract) -5 -11 -5 Allowance for doubtful accounts (subtract) 20 -37 -57
Net Business Profit 154 161 6 Net Business Profit 127 167 40
Non-recurring profit or loss -31 17 49 Non-recurring profit or loss 33 -10 -44
Non-performing loans disposal expenses (subtract) 52 13 -38 Non-performing loans disposal expenses (subtract) 36 74 37
Equity securities-related profit or loss 16 27 11 Equity securities-related profit or loss 73 48 -24
Other non-recurring profit or loss 3 3 -0 Other non-recurring profit or loss -2 14 17
Ordinary income 123 179 56 Ordinary income 161 157 -4
Extraordinary profit and loss -0 -0 -0 Extraordinary profit and loss -6 -0 5
Pre-tax net income 123 178 55 Pre-tax net income 155 156 0
Net Income 87 123 35 Net Income 108 109 1
(Credit costs) 45 1 -43 (Credit costs) 57 36 -20
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2. Interest and Dividend Income

Kyushu Financial Group

Higo Bank 46,100 mil. yen (down 900 mil. YoY)

+ Lower interest rates on domestic loans and lower interest on
securities, impacted by negative interest rates, led to a 900
million yen year-on-year decline.

Interest and dividend income

Higo Bank _

(100 mil. yen)
I
Interest and dividend income -9

Domestic Division 429 414 418 3
Interest on loans 346 330 329 -1
Interest on deposits (subtract) 16 9 6 -2
Interest on securities 122 116 117 0

International Division 44 55 43 -12
Interest on securities 52 67 61 -6

Interest and Dividend Income

(100 mil. yen) (100 mil. yen)
1,000 934 924 917 800 214
900 700
800
600
Kagoshima 700 460 453 456 “es
600 500
500 400
4
00 300
300
Higo
200 200
100 100
0 0
Mar. 2016 Mar. 2017 Mar. 2018 Mar. 2016

Interest on Domestic Loans

Mar. 2017

Kagoshima Bank 45,600 mil. yen (up 200 mil. YoY)

« Up 200 mil. year on year as a decline in interest on domestic
loans, impacted by negative interest rates, was offset by an
increase in interest on securities.

Kagoshima Bank

(100 mil. yen)
vs. Mar. ’
_
Interest and dividend income 2
Domestic Division 443 435 444 8
Interest on loans 368 365 360 -4
Interest on deposits (subtract) 13 7 6 -1
Interest on securities 93 82 92 9
International Division 16 18 11 -6
Interest on securities 19 30 22 -7
Interest on Securities
(100 mil. yen)
400
695 689
350
297 293
300 288
365 360
250 s 113 115
200
150
100
50
0
Mar. 2018 Mar. 2016 Mar. 2017 Mar. 2018
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3. Fees and Commissions

Kyushu Financial Group

+ Fees and commissions increased 60 mil. yen year on year to
6,360 mil. yen as a fall in commissions on assets under
management was offset by an increase in other commissions
and fees.

Fees and Commissions

* Fees and commissions were down by 1,370 mil. yen year on
year to 4,730 mil. yen, as commissions on assets under
management declined and guarantee commissions increased
due to increased personal loans.

Higo Bank Kagoshima Bank
_ Income from fees Income from fees _ Income from fees Income from fees
(100 mil. yen) BYileReel sl ool and commissions (100 mil. yen) and commissions and commissions
230Ul el 6,360 mil. yen 6,110 mil. yen 4,730 mil. yen
120 Revenue from Revenue from 120 Revenue from Revenue from
fees and fees and fees and fees and
commissions commissions commissions commissions
RNl 10,850 mil. 11.2 11,010 mil. yen 100 10,920 mil. 10,210 mil. yen
100
— 4.2 11.6
10.6 2.8
80 Other 80 185 6.0
' 10.5
Corporate solutions
60 Investment trusts 60
Life/nonlife insurance
40 B ATM-related 40
® Account transfer
20 39.7 41.3 Bank transfer fees 20 37.9 38.0
Other
0 0
Foreign exchange fees payable
(18.7) (18.7)
W Guarantee fees payable (25.6) —(29.9)
(20) (20)
_ (9.2) - (9.8) Group credit insurance payments
(12.2) (12.5) (14.5)
. (5.5) (2.6) ~ (5.5)
(60) Expenses on Expenses on (60) Expenses on nses on
services, etc. services, etc. services, etc. -
Mar. 2017 4,540 mil. ven Mar. 2018 4.650 mil. ven Mar. 2017 4,810 mil. ven Mar. 2018 services, etc.

5,470 mil. yen
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4. Expenses

Kyushu Financial Group

Higo Bank

expenses.

- Expenses fell by 2,100 mil. yen year on year to 37,100 mil.
yen owing to a thorough reduction in hon-personnel

« OHR was 71.23%, down 1.33% year on year.

Higo Bank

72.56%
®

393
23

183

Expenses
(100 mil. yen)
I Personnel expenses
Taxes
® OHR
500 71.85%
®
398
400
28
300
181
200
100
0

Mar. 2016

Mar. 2017

Non-personnel expenses

Total

71.23%
@

371
22

167

Mar. 2018

70.00%

60.00%

Kagoshima Bank

« Expenses declined by 800 mil. yen year on year to 33,800 mil.
yen, due mainly to lower non-personnel and personnel
expenses.

+ OHR increased by 2.13% year on year to 72.16% due to a
decline in gross business profit.

Kagoshima Bank

(100 mil. yen)
I Personnel expenses Non-personnel expenses
Taxes Total
® OHR
o)
500 70.03% 72.16%
66.22% o ¢ 70.00%
o
400 60.00%
357 346 338
21 0% 51
300
164 156 154
200
100
163
o W R R
Mar. 2016 Mar. 2017 Mar. 2018
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5. Loans (Average Balance)

Kyushu Financial Group

Higo Bank

year to 3,142,100 mil. yen.

- Grew steadily for corporate, individual and public sector
customers, with the overall figure rising by 232,400 year on

Balance of Loans

(100 mil. yen) Higo Bank
35,000
30,000 29,097
27,110
4,812
25,000 4,312
20,000 10,009
9,648
15,000
10,000
5,000
0
Mar. 2016 Mar. 2017
m Corporations Individuals

31,421

5,474

10,503

Mar. 2018

Public sector

Kagoshima Bank

 Rose by 172,400 mil. yen year on year to 3,117,900 mil. yen
as housing loans and other loans to individuals increased by
172,300 mil. yen year on year.

(100 mil. yen) Kagoshima Bank
35,000
31,179
29,455
30,000
27,377 4,499
4,382
25,000 4,090
11,898
20,000 10,767
9,476
15,000

10,000
5,000
0
Mar. 2016 Mar. 2017 Mar. 2018
m Corporations Individuals Public sector Total
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6. Deposits (Average Balance)

Kyushu Financial Group

Higo Bank

- The average balance of deposits rose to 4,534,600 mil. yen,
up 139,100 mil. yen year on year, as personal, corporate and
public-sector deposits all grew.

Balance of Deposits (incl. NCDs)

(100 mil. yen) Higo Bank
50,000
43 955 45,346
45,000 41,748 : 3 482
' 3,247 !
40,000 3,052
35,000 10,481 10,963
10,753
30,000
25,000
20,000
15,000 27 64 30,226
10,000
5,000
0
Mar. 2016 Mar. 2017 Mar. 2018
B Individual Corporate Public funds Total

Kagoshima Bank

- The average balance of deposits rose to 3,849,100 million
yen, up 12,180 million yen year on year, as personal and
corporate deposits both grew.

(100 mil. yen) Kagoshima Bank
50,000
45,000
38,491
40,000 26,410 37,273 ,
' 2,466
35,000 2,568 2,475
30,000 S 9,303 9,832
25,000
20,000
15,000
25,494 26,192
10,000
5,000
0
Mar. 2016 Mar. 2017 Mar. 2018
® Individual Corporate Public funds Total
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7. Securities

Kyushu Financial Group

Higo Bank

- The balance of securities dropped by 117,600 mil. yen from
the end of previous fiscal year to 1,445,100 mil. yen due
mainly to redemptions and sale of domestic bonds.

Balance of Securities

(100 mil. yen)
20,000

15,000
10,000

5,000

Valuation

Higo Bank
15,780 15,627
533 426 14,451
2,987 2,723 570
606 609 2,851
2,092 2,835 653
1,530 1,680 2,814
1,620
8,030
7,352 5,941

End of Mar. ‘16 End of Mar. ‘17 End of Mar. ‘18

Gain on Securities

(100 mil. yen)
800
700
600
500
400
300
200
100

0
(100)

Higo Bank
749
8 71
505 483
213 '3
50
74 281 316
331 27 29 24 o3
164 137
(13) (20)
Mar. 2016 Mar. 2017  End of Mar. ‘18

Other

Foreign bonds
Stocks
Corporate bonds
Municipal bonds

B Government bonds

Total

Other

Foreign bonds
Stocks
Corporate bonds

Municipal bonds

B Government bonds

Kagoshima Bank

- The balance of securities decreased by 155,100 mil. yen from
the end of the previous fiscal year to 862,000 mil. yen, led by

a decline in domestic bonds.

(100 mil. yen)
20,000

15,000

10,000

5,000

(100 mil. yen)
800
700
600
500
400
300
200
100

0
(100)

Kagoshima Bank

11,511

539

1,505 270

5,020

650
3,025

End of Mar. ‘16

10,171
514

1,484
841

3,931

2,897

501

End of Mar. ‘17

Kagoshima Bank

559

>3 3

293

79

s

Mar. 2016

552

113

351

55 o
(26)

Mar. 2017

8,620

704
1,045 908

3,014
494

End of Mar. ‘18

548
81

396

— o 2

(7)

Mar. 2018 46




8. Credit Costs and Loans Disclosed Pursuant to

Financial Reconstruction Act

Kyushu Financial Group

Higo Bank

- The ratio of credit costs declined 0.15% year on year to
0.00%.

- The ratio of non-performing loans dropped 0.22% year on
year to 1.94%.

Credit Costs

Higo Bank
(100 mil. yen) Provision of general allowance for doubtful accounts
mmmm Provision of general allowance for doubtful accounts
Ratio of credit costs
0.15%
60
-0.06% 0.00%
40 45
20 52 1
0 0
(17) ©) (11)
(20) (17)

End of Mar. ‘16 End of Mar. ‘17 End of Mar. ‘18

Loans Disclosed Pursuant to Financial Reconstruction Act

0.20%
0.00%
-0.20%
-0.40%
-0.60%
-0.80%

Kagoshima Bank

- The ratio of credit costs declined 0.08% year on year to
0.11%.

- The ratio of non-performing loans dropped 0.18% year on
year to 2.41%.

. Higo Bank
(100 mil. yen)
Substandard loans
Doubtful loans
EEN | 0ans provable in bankruptcy, rehabilitation, etc.
Ratio of non-performing loans
1,000 1.98% 2.16% 1.94% 3.00%
2.00%
800 667 634 ’
564
56
600 7
49 3
400 o 461 423
200
0 138 148 137

End of Mar. ‘16 End of Mar. ‘17 End of Mar. ‘18

Kagoshima Bank

(100 mil. yen) Provision of general allowance for doubtful accounts

= Provision of general allowance for doubtful accounts
Ratio of credit costs

0.30%
110 o 0.40%
0-19% 0.11% . 200/°
57 enre
36
60 113 T
74
10
(26) (37)
(40)
End of Mar. ‘16 End of Mar. ‘17 End of Mar. ‘18
_ Kagoshima Bank
(100 mil. yen)
Doubtful loans Substandard loans
Total Ratio of non-performing loans
2.83%
2.59%
1,000 ° 2.41% 3.00%
2.00%
819
800 113 6%8 788
600 256 264 326
400
200 450 437 401
0
End of Mar. ‘16 End of Mar. ‘17 End of Mar. ‘18 47



9. Capital Adequacy Ratio Kyushu Financial Group

Higo Bank Kagoshima Bank
- Capital adequacy ratio declined by 0.48% year on year to - Capital adequacy ratio declined by 0.48% year on year to
11.03%, mainly due to a rise in risk assets as lending grew. 10.72%, mainly due to a rise in risk assets as lending grew.

Capital Adeguacy Ratio

(100 mil. yen) Higo Bank (100 mil. yen) Kagoshima Bank
Core capital ==@=Capital Adequacy Ratio Core capital ==®=Capital Adequacy Ratio
2,800 12.10% 13.00% 2,800 13.00%
0, o)
— 11.03%  12.00% URma o, 12.00%
. (o]
2,700 —e 11.00% 2,700 O . 11.00%
10.00% 10.00%
2,600 2,600
2,500 5 662 2,500 2,684 2,703
/ 2,629
2,573 2,591
2,400 2,400
2,300 2,300
Mar. 2016 Mar. 2017 Mar. 2018 Mar. 2016 Mar. 2017 Mar. 2018
(100 mil. yen) (100 mil. yen)
T J0io | ar. 2017 | var. 2018] Change N [Ver. 2016| Mar. 2017] var. 2018] Change |
(1) Core capital 2,573 2,591 2,662 71 (1) Core capital 2,629 2,684 2,703 19
(2) Risk assets 21,266 22,507 24,133 1,625 (2) Risk assets 22,779 23,959 25,211 1,251
Capital adequacy ratio ((1)/(2)) 12.10% 11.51% 11.03% -0.48% Capital adequacy ratio ((1)/(2)) 11.54% 11.20% 10.72% -0.48%
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10. Housing Loans (including Apartment Loans) and Other Loans

Kyushu Financial Group

Higo Bank

- The balance of housing loans (including apartment loans) was
984,500 mil. yen.

- The balance of other loans (including card loans) was
42,700 mil. yen.

Balance of housing loans (including apartment loans)

Kagoshima Bank

- The balance of housing loans (including apartment loans) was

1,119,200 mil. yen.

- The balance of other loans (including card loans) was
64,200 mil. yen.

Higo Bank
(100 mil. yen) ® Housing loans Apartment loans

12,000

10,000 8,939 9,313 9,845

8,000 1,940 1,935 1,938
6,000

4,000 7,907
2,000
0

End of Mar. ‘16 End of Mar. ‘17 End of Mar. ‘18

Balance of other loans

® Consumer loans

(100 mil. yen) Card loans

700
600

500 427
365 390
400

300 224
228 =
200

100 137 170 A
0

End of Mar. ‘16 End of Mar. ‘17 End of Mar. ‘18

(100 mil. yen)

12,000
10,000
8,000
6,000
4,000
2,000
0

(100 mil. yen)

700
600
500
400
300
200
100

0

Kagoshima Bank

Hm Housing loans

8,930
1,172

7,758

End of Mar. ‘16

Apartment loans

10,089
1,212

8,877

End of Mar. ‘17

® Consumer loans

529

193

335

End of Mar. ‘16

609

216

392

End of Mar. ‘17

11,192
1,246

9,945

End of Mar. ‘18

Card loans

642

225

416

End of Mar. ‘18
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This material includes statements regarding the Group’s future performance, which

do not constitute a guarantee of its future performance and involve risks and
uncertainties.

Note carefully that future performance may differ from targets or forecasts due to
changes in the business environment or other factors.

Kyushu FG

For information regarding these material

Corporate Planning Division,
Tel. +81-96-326-5588 (Hayash




