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B Competitive Advantage of Okinawa’s ldeal Location

%

With major Asian cities within range of 4 hours, located in the heart of East Asia

#Beijing Dalian \\
. - Seoul

‘fian]in

Tsinétabr

g —#0kinawa
Taipei

Locations within 4-
hour flight from
Okinawa

Phnom Penh‘l‘f;.H0 Chi Minh

Kuala Lumpur
.

Seoul
Tsingtao
Shanghai
Taipei
Hong Kong
Bangkok

REEREEE

Singapore

v

Amoy
(From October 2015)

—> Manila
(From October 2015)

—»> Narita
—»> Haneda

—> Nagoya

—» Kansai
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1h 30min
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Okinawa Growth Industry Strategy: Development as a Gateway to Asia

® The Conference of Industrial Competitiveness in Kyushu and Okinawa was established to ~1 ®m Aninternational air cargo hub business began in 2009 to connect various Asian cities with
consider growth strategies in the Kyushu and Okinawa regions, in light of an emergency @ the mainland, utilizing the locational benefits of Okinawa. Okinawa is well suited as an
resolution by the Japan Revitalization Strategy and the National Governors’ Association. S industrial location targeting emerging markets.
B To consider growth strategies in Okinawa and cooperative measures between Okinawa and °F m A world-class research educational institution (OIST) was opened. Drug discovery startup
Kyushu, the Okinawa Subcommittee was established under the Conference. g' venture firms and IT firms have entered and converged.
m A wealth of attractive regional resources (environment, agricultural products, and culture)
Basic Concept Okinawa’s Potential
Position Okinawa as a “Gateway to Asia,” hub for trade and “Knowledge Foundations®
Okinawa’s Potential ] . . . . Research and development institutions to attract
. . - interaction in people, products, money, and information and develop personnel
Locational Benefits ® Okinawa Institute of Science and
The center of East Asia I/’ e ~, | Technology (OIST)
International logistics hub-related industries 'l Health / Bio / Sports / ICT Industries || ~World-class interdisciplinary and
= ' Concentrating products nat_ionwid_e to Okinawa and expanding Making Okinawa a hub for internal and external international research and education
® Key cities of To!(yo, .se.OUI’ Hc_>ng | AR advanced information and technology exchange . Okinlgw? Clinical Slrr:l:jlatloln Centerf
st(:: r?,g\;vﬁi:infgggl;rrill()v(\el:'th'\i/lnapc:& o E)r:riching and Qiﬂerentiatipn for' interqational ; o Strengthen_ing_intellectual foundations by gzﬁlézsfngeé;(;??reeatri\;en? pment for
i pos and business meetings, including the concentrating internal and external advanced
hours by airplane) from Naha . Great Okinawa Trade Fair researchers and companies e R
® Strengthening cooperation with other regions ® Creating and adding value in sports-related
® Concentration of Okinawa-type industries industries
adjacent to airports and sea ports ® Effective utilization of 10T and big data
o ® Development of infrastructure toward ! ® Promotion, etc., of measures in island-type
o strengthening logistics hub functions environmental business, renewable energy
#Beiing oot development, and energy-saving measures = =
wPyongyang Okinawa’s Potential
s (Cckallirono “Regional Resources”
Busan Subtropical climate and diversity born of an island
mikagoshima | environment
£ gsunanl l\ ® Nature and landscape with blue skies,
T P sounam I seas and mangrove forests
ong Kony . i ilizi i ® Traditional entertainment and culture
terg g Industries Utilizing Regional Resources slich 8 music, “eisa,” and traditional
' Creating new industries in view of the Asian market through use of Okinawa'’s diverse biological and dance
Mania tourism resources, etc. ® Unique island produce such as
3 ® Adding value to tourism peucedanum japonicum, turmeric,
® Expanding production capacity and adding value to agricultural hemerocallis fulva, and Ixeris
and fishery products and foods produced in Okinawa -
® Broadcasting artistic and cultural industries to the world
Personnel development to support key strategic industries
. . ) % Personnel to create new businesses via ) . .
% Developing world standard global business comprehensive cooperation across industrial % Personnel with advanced technological skills
personnel sectors

Source: Oklnawa Subcommittes Report. The Conference of Incustrial Competitivensss In Kyushu anc Olslnawa
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Population of Okinav -

s

The population of Okinawa is expected to take a downward turn in and after 2025.
Population is on the increase at this stage, but active steps towards population growth are
being taken now.

(in thousands) Population trends in Okinawa (2100)
2,030
(2050) "
2,000 @iige) 1,620 Efforts to facilitate natural
increase in population
1,540 pop
1.393 1,434 Creation of a society that allows people to marry,
(2'010) (2015) give birth to and raise children without undue
1500 worries
’; p—— — Projected population curve OElimination of childcare waiting list
based on risk scenarios OPromotion of “health and longevity in Okinawa”
/ campaign

© 000 Efforts to enhance growth of society
Creation of a dynamic society that is open to
society
OJob creation and securing diverse human

(2100) resources
500 840 Olncreasing tourists and visitors
Aims to revitalize isolated islands and
depopulated regions
o |

Creation of a society that delivers well-balanced
and sustainable population growth
Olimprovement of conditions for long-term
. ] ) residence

! Japan, the National Insfifute of Population Oindustrial development by demonstrating

50 G0 70 20 a0 100

Source: Statistics Bureau, Ministry of

) e Projected population
Internal Affairs and Communications of

and Ckinawa Prefecture . . L
attractive reglonal characteristics
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Number of Visitors-to-Okin

FY2016 marked a record 8.76 million tourists visiting Okinawa
The number of overseas tourists was 2.12 million (up 27% YoY), renewing a record high

Trends in the number of visitors and tourism revenues -

(¥ million)

— 700,000
.
<1 | 1 600,000
>
oS
¢ 1 500,000

Target for I
Fy2021 400,000

(persons) Target for FY2017
12,000,000 9,500,000

y"\vﬂ

10,000,000

8,000,000 1

6,000,000 | 12,000,000 I
300,000
e}
4000000 f 5 | 200 000
Number of visitors in FY2016 8
2,000,000 8,760,000 (up by 830,000 YoY) O | 100,000
r:
0 0

2003 04 05 06 O7 08 09 10 11 12 13 14 15 2016 2021

(fiscal year)

Source: The Fifth Okinawa . . .
Prefecture Basic Plan for — Japanese visitors — Overseas visitors Tourism revenues Number of port call by cruise ships in 2016: 387
Tourism Promation (left axis) (left axis) (right axis) Scheduled number of port call in 2017: 502 (up

30%)
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Housing Market Trends-in-Okinawa *

*Housing market in Okinawa remains strong
*According to the national census 2015, growth rate of population and number of households are both
the highest in Japan

Number of new housing starts by housing type Total population and total number of households in Okinawa

) (thousand households)
(in thousands)
I Owner-occupied  [1] House for m %‘\’ngﬁny [ | ﬁ;’:g‘;g“”'“ms and detached 140 Total population and total number of households 1 5
18,000 | |
1440 Rl
1 ’ 829 0 1490 Il Total population
16, 000 ' =@= Total number of 560
1 1400 households
14,000 | | 1%
044 1410 i
1, 381 1400
12,000 - Q et
794 m 1390
10,000 g — — — — — — 19
10, 772 1380
10,914 10,726 11,135 - 1 810
8,000 — — 8953 — — — — ’ As of the 1st of
2 As of October 1 of each month - 500
7,469 16l h
6,000 — 7,381 - E—— —— L = = eac year i
: 160 l
2,000 , [ ]
0

! 2010 2011 2012 2013 2014 2015 2016

— s
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Economic Trends-in-Oki

BOJ Tankan

l

40

30

0

(10

BOJ Tankan Business Confidence DI

Okinawa

National average

NAYA Sy

Mar. 2013 Sep. 2013 Mar. 2014 Sep. 2014 Mar. 2015 Sep. 2015 Mar. 2016 Sep. 2016Mar. 2017

Overview
4 The prefectural economy is
expanding overall.

L 2 In terms of personal spending,
trends are strong against a backdrop of an
increase in the prefecture’s population, tourism
demand, and an improved employment and
earnings environment within the prefecture.

In terms of tourism, performance is favorable as
domestic visitor demand is strong and demand
from foreign visitors is on a rising trend.

In construction-related terms, public investment
is solid. Additionally, residential investment is
trending at high levels against a backdrop of an
increase in the prefecture’s population.

In terms of employment and earnings trends,
improvement is significantly advancing.

Source: BOJ Naha Branch
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Economic Trends-in-Oki

Official land prices

Residential land prices

g Overview

2 —* 4 In land for residential use, demand

1t remains strong overall for both detached homes

0 and condominiums against a backdrop of an

:; ’ increasing population.

-3 In particular, in central Naha, the Shintoshin

-4 area, and the Makabi area, demand is vigorous
2013 2014 2015 2016 2017 ourasa for land for detached homes and condominiums,

-wnaene | gNAd due to the scarcity of suitable land, the

. _ growth rate has exceeded the previous year in
" Commercial land prices some areas.

L 2 In land for commercial use, demand
for land for use as storefronts and hotels, etc.,

O/_____/Q/U remains solid against a backdrop of an increase
in both domestic and foreign tourists.

2013 2014 2015 2016 2017

Source: Ministry of Land, Infrastructure, Transport and Tourism
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Economic Trends-in-Oki

%

Employment situation

Trends in unemployment rates (%) :
@ In the past, Okinawa suffered nearly

twice the unemployment rate of the
national average, but the rates have

10 : :
'\ steadily fallen, becoming closer to the
national level.

6.0
\\R\ [ Difference (times)
50 Okinawa Active opening ratio (seasonally adjusted)
\.\. National average 1' 06
40 1.04

8.0

1.02
3.0 — 1.00
0.98
20—
0.96
10— - 0.94
0.92
00 0.90
2012 2013 2014  Mar.2015 Mar.2016 Feb. 2017 0.88
0. 86
Source: Okinawa Prefecture, Ministry of Internal Affairs and Communications Jan. - Apr.-  Jul.-Sep.  Oct.- Jan. -
Mar. Jun. 2016 Dec. Mar.
! 2016 2016 2016 2017
@DIER 1T The Bank of Okinawa,Ltd
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Highlights-for-FY2016_

L

Ordinary income increased due to an increase in interest and dividends on securities, despite a decrease in
interest on loans and bills discounted (increased revenues). Ordinary profit decreased mainly due to decreases in
interest income and fees and commissions and an increase in credit costs (decreased earnings).
(¥ billion)
Non-consolidated = -
i cvie | ryis B Year-on-year changes o
YoY change (¥ billion, %)
Ordinary income 38.3 37.8 0.5 ﬁ‘;gﬁg: Yield Interest
Gross business profit 29.1 30.9 (1.8) Loans and bills
Interest income 27.1 27.8 (0.7) discounted +79.5 (0.218) (1.6)
Fees and commissions 2.2 2.6 (0.4) Securities (8.9) +0.078 +0.4
Fees and commissions (excluding trust fees) 1.9 2.3 (0.3) -
Trust account services 0.3 0.3 (0.1) Deposits 9.0 (0.027) *05
Other business profit (0.3) 0.3 (0.6) Others - +0.0
| Gains (losses) on bond trading (0.1) 0.3 (0.4) Total j ] ©.7)
Expenses (excluding non-recurrent items) 21.3 20.3 +1.0 :
| Business profit on core banking operations 7.9 10.1 (2.2) . . . -
| Provision of general allowance for possible loan losses 0.1 1.0 (0.9) Gains and losses on securities increased by ¥0.1 billion
| Net business profit 7.7 9.5 (1.8) year on year
Non-recurrent items 0.1 1.2 (1.1)
Net gains (l_osses) on equity securities L1 07 +0.4 . YoY comparison of business profit on core banking operations
Bad debt disposal (non-recurrent items) 1.0 (0.0) +1.0
| Ordinary profit 7.8 10.7 (2.9)
| Extraordinary gains (losses) (0.1) 0.1 (0.2)
| Net income 5.3 7.1 (1.8) REEease Incresss
[P ts ] "sasmsma
Credit costs 1.1 0.9 +0.2 Interest on securities 0.4
Non-performing loan ratio 1.53%| 1.66% (0.13)pt Intefess baig on 05
Capital ratio 10.44%| 10.88% (0.44)pt 0.5 Fees and commissions
1.0 Expenses
| [
[ =z Total
o .
@B IT The Bank of Okinawa.l td
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Business profit on core banking operations decreased mainly due to a decrease in yield on loans and increase

in expenses

(¥ billion)

300 273 27.8 27.8 21
Interest
25.0 | income
20.0 -
15.0 Business profit on core
adl banking operations
10.1 10.6 10.1
10.0 - 6.7 7. 19
4.5 5.3 ,
Net income
50 |
0 |

FY13 FY14 FY15
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Deposits (Average Bala

L

Total deposits rose by ¥0.2 billion to ¥1,889.5 billion

Deposits by individuals rose by ¥13.5 billion and deposits by corporations decreased by ¥4.1

billion
¥ billion
( : 1,745.6 1,813.1 1,889.2 1,889.5 ; .
19.6 - Deposits by individuals
1.800.0° 73 TTEsT 159 | 1405 141.0 | men
16000 |- EECEONN D N | Increased liquidity in deposits
572 1 568.0 due to continued efforts for
1,400.0 479.5 szgdl T opening of new salary payment
1,200.0 - and pension accounts
1,000.0 -
800.0 - Deposits by corporations
600.0' S Increased liquidity in deposits
4000 - due to enhanced function to
000 B trace funds by “Strong
' Relations Plan”
0.0

FY13

* * Including trust accounts

FY14 FY15 FY16

@ "D FE SR 1T
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Loans (Average Balance)...

Loans to corporations rose by ¥41.6 billion, loans to individuals rose by ¥31.8 billion
Total loans and bills discounted rose by ¥78.9 billion (+5.9%) to ¥1,398.5 billion

(¥ billion)

1,400.0

1,200.0 | -

1,000.0

800.0 [~

600.0

400.0

200.0 |-~

0
FY13

FY14

FY15

* * Including trust accounts

@ "D FE SR 1T

1,398.5

Local
government
bodies and

108.7

other public
—| organizations

Corporations

Business loans
Factors for increase
In loans: real estate

and medical

Individuals

FY16

Loans to individuals
Factors for increase
in loans:
Mortgage loans

The Bank of Okinawa.l td
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Mortgage loans rose by ¥28.3 billion, other loans rose by ¥2.5 billion
Consumer loans rose by ¥30.8 billion (+5.2%) year on year to ¥618.0 billion
(¥ billion)
587.1 618.0
600.0 529 8 556.8 66.9 69.4 Other loans
500.0 | 65.7
4000 L :
300.0 ~
Mortgage
2000 —F ol loans
100.0
O
FY13 FY14 FY15 FY16
* Ineluding trust accounts
* Consumer loans: Loans provided as funds closaly tled to customer lifestyles. Typleally referred to as personal loans or consumer loans
S e e \\\\\\\\x\mmsw R

@ "D FE SR 1T
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Assets in Custody:—.... ole

Personal pension insurance, etc., rose by ¥12.1 billion, and assets in custody rose
by ¥8.2 billion
Contributing to asset creation by providing high-quality services to customers

JGB
| mve;mem trust Calculatic_)n method for personal
(¥ billion) Personal pension insurance, etc. (cumulative sales) -t - - pension |[1§|u5a_n<_:e_, ete._ _ S
|1 Personal pension insurance, etc. (balance) Cumulative sales | Balance
1
2000 F mmmmee—e e R et L P
174.4 :
150.7 16.8 5 146.4
1500 F--- 1394 B S 1382
20.1 46.7 ' 7.2
24.4 ' ! 102
40.3 : 50.2
1000 |- -—-- --—- R o e
45.2 !
N O N - 1108 | o
50.0 90.1. : - 88.9
69.7 ! :
1
1
|
1
0 1 1 'l 1
FY12 FY13 FY14 FY15 FY16

* * Figures shown for FY 14 and prior are cumulative sales amounts, and for FY 15 and later are balances.
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Loan / Deposit Spreads(Dome

Loan / Deposit Spreads with Regional Bank Averages

o) T T
2.50
06 1.94
2.00 1.80
1.60

w

1. 00 e 20 I
Average of regional

0.63 0.60 054 banks is for Sep. 2016
0.50 - H\‘_ 0.41
0. 00

FY13 FY14 FY15 FY16 FY17 Plan
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Term-end balance and Yen bond durations
(¥ billion) (years)
700.0 5.00
600.2 577.3 605.5 599.4 521.4 -
600.0 | 25_1_| - '
S. eg.i
20. |
0.9 I—2 1_6-| F 403 | 400
76.9 27.5
500.0 |
95.3 1330
3.64 955 1185
114.6 " 38 1300
400.0 v
W 1935 27.9
2' 7 = 120.2 1250
92.4
300.0 126.2 —
200
2000 | 107.6 1150
362.5
311.1 202.7 1100
1000 | 231.8
174.8 1050
0 0.00
FY12 FY13 FY14 FY15 FY16
‘ [0 uses | ] :::;:‘;’I";“;nds \ Bonds [ steds B J othes @@= \cn bond durations
* The value of duration includes floating rate JGBs

Yield on securities
(%)
1.200
1.000 | 1.05
0.800
0.600
0.400
0.200
Yield on securities of the Bank Average yield on securities of
of Okinawa regional banks
0.000 '
FY12 FY13 FY14 FY15 FY16 FY17
Plan
* Average of regional banks in FY16 is average of regional banks for
Sep. 2016

@ "D FE SR 1T
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Securities-Allocation....... *

Continuation of rebalancing from yen bond holdings (such as JGBS)

Securities composition percentage (acquisition cost at term- __
100 \ M Yen interest 100BPV
Foreign
" securities FY2014
) ¥17.8 billion
0 Other | -FY2015
80K 1 SECUHHES ¥16.7 billion
*FY2016
Stocks ¥14.0 billion
60% 20.5% — }116.1% —
{
\L&._‘\\ Bonds
24.1% <‘/
20.4% !
40% - A4 119.2% Prefectural /
b i ( municipal
\;]f’\ bonds
63.6%
52.7% k‘ki
50.0% (( 11JGBs
20% 44.8% —k
336K ) a0k
(¢
/ r{'
0% L
q Mar. 2013 Mar. 2014 Mar. 2015 Mar. 2016 Mar. 2017 Mar. 2018 Plan
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Increase In expenses due to Increase In non-personal expenses {+¥1.0 bllllon YoY)

Core OHR was 72.9%, up 6.2 points due to factors such as a decrease In gross business profit on core
banking operations

| Expenses ]
(¥ billion) Taxes Nonpemonal |, Peronnel
i i 21.3
oo L 92 e 107 208 o Personnel
e expenses was flat
150 F--| g5 o6l §---- 9.6 - 9.3 - ' -
00 --F W----F W---—-—F9 W--——-§FB B-——-1 - — —
9.4 10.4 : .
50 F--JRSTI--- - 9.3 M- - - -+ 89 --—-8 -1 - - Increase in business
consignment expenses
0 - - — F\lfls - Increase in depreciation
and amortization expenses
[ Core OHR ] (up ¥1.0 billion)
(%)
7ED [=======sss=sssssssssssssssssssssssssssssssssssssssag ===
o« T Decrease etc. in
651 : ‘ consumption tax
65.0 |- --- (down ¥0.1 billion)
60.0 L L L L
* FY12 FY13 . FY14 FY15 FY16

@ DIBRTT The Bank of Okinawa.l td
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Capital Ratio (Basel-lli-Standard) o

Capital ratio (domestic standard) at 10.44%
Although the capital ratio declined due to an increase in loans, soundness has been secured

(%) Average capital ratio of regional banks in
the term ended September 2016 (domestic
standard): 10.21%

14.00 11.66 11.13 Source: Regional Banks Association of Japan
10.88 i ;
12.00 — Outlier Ratio
10.00 /
8.00 / <Reference> To::i;nrti(;[(est Outlier ratio
600 Endof 1 y5 662
/ December o 4.36%
4.00 2016 million

2.00

Yen: 1 percentile, Foreign currencies: 99 percentile

Core deposits are assumed to be 50% of the term-

FY13 FY14 FY15 FY16 end balance of liquid deposits.
The average maturity is assumed to be 2.5 years.

0.00

Basel Il refers to new capital ratio regulations to maintain the soundness of banks engaged in international operations, announced
in Septemb the Basel Committee on.Banking-Supervision, composed of financial supervisory agencies in key countries.
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Risk Management--Capital Allocation. -

Controlling risks within the scope of core capital

l Basis for risk calculation

Credit risk Market risk L_oan ] dep_osit Operational risk
- interest risk
(¥ billion) . Strategic share
Holding 2
Period 1 year holdings:1 year 1 year
Others:1 month Basic indication
Confidence 99% 99% 999 h
interval () () % approach (BIA)
140.0 - Observation
120 9 period 1 year 1 year 1 year
120.0 +
Buffer
100.0 | 461
80.0 Unallocated 67 . O
) B / capital
7.7
60.0 | 152-00
y Operational risk
Allocated risk 348 | : |
40.0 67.0 / capital 33.0 A | Loan / deposit interest risk |
.
i Market risk
20.0 \ 18.2
0 | 7.6 ‘

Allocated economic Breakdown of risk Risk amount

! risk capital capital in FY16

(end of FY16)
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Provislon of speclfic allowance for possible loan losses rose by ¥0.9 bllllon year on year
due to decline In rank of debts In major customers

In overall terms, credit cost rose by ¥0.1 bllllon year on year to ¥1.0 blllion

(¥ million)

= = Amortization — Reserve for compensation
Specific allowance for trust principal losses
2862 o for possible loan 1 General allowance for

losses

possible loan losses

2,500

1.500

200

(500)
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¥22.6 billion (1.53%)

Remained at low level, below the regional bank average of 2.07%

(¥ billion) (%)
NPL ratio
(regional bank average,
300 source: Bank of Okinawa) NPL ratio 3.50
Plan 1 3.00
22.6

0.0 | iy e | 250

- © 220
07 . ' 4 2.00

1-53 1 1
—-— —e | 1150

86 Doubtful 100 ' 1.00- !

100 - 10.3 assets | 199%
8.2 ' , 1 1.00
reAquifi[r?g : : -4 0.50

supervision : 1
0 0.00

FY14 FY15 FY16 FY17
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Our-Share of the Market Served by the
Three Okinawan 'Regional Banks-(FY2016) *

While the share of loans increased, the share of deposits
decreased due to a decrease in marketable deposits with high
interest.

Loans: 42.23% (up 0.02 points YoY)
Deposits: 41.57% (down 0.53 points YoY)

Loans Deposits
(average balance) (average balance)

42. 00 42.00 -
1. 57
41.50 41.50 -
41.00 | | | 41. 00
* FY13 FY14 FY15 FY16 FY13 " FY14 FY15 FY16
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FY14 to FY16: Customer satisfaction and employee satisfaction are the top priority

From Customer Focused Operational Reforms to New Value Creation

1. Outline of Medium-Term Business Plan “CHANGE FOR VALUE — Three Years of New Value Creation -

. 1 :
- From “Customer focused operational reforms (c(h&nge)” to “Customer focused new value creation” -

We will continue to grow together with regional customers as the “PEOPLE’S BANK,” most loved by people in Okinawa, by materializing

“operational reforms (change)” for the new era with our customer focused attitude that we have built to create and offer “customer focused new
value” based on the well-established attitude.

Three basic strategies to undertake in “Three Years of New Value Creation”

“Customer focused” operational reforms “Customer focused” new value creation Productivity improvement using strategic information

- Operational reforms materializing “customer’s point of view” - Establish and put into practice the PDCA cycle for high quality human - Materialize PDCA that is backed by information
. . - resource development
(Delegation of power, downsizing, streamlining) - Build strategies to utilize IT, whose value will be

acknowledged by customers

A . L - Expand service value at “customer contact point (sales base)”
- Initiative toward fundamental improvement of customer waiting time

- Materialize new services combined with our brand strategy

. X . (Shift from using IT for streamlining to value creation)
- Establishing sales structure which customers can feel the “attraction”

Materialization of a new sustainable business model whose value will be recognized by customers

Contribute to revitalization of regional communities as the No.1 bank in the region

@ "D FE SR 1T
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— 17th Medium-Term-Business Plan

Achivements of “Customer Focused” Strateqy - Clarifying the Top Priorities to Address

Medium-Term Business Plan - CHANGE FOR VALUE -

Basic concept

The significance of our existence is “customer satisfaction” through implementation of
Customer satisfaction “management philosophy (deeply rooted in the community/contribution to the community),” and
we define this as the top priority in order to survive the era of great competition.

We will realize the “PEOPLE’S BANK,” loved by people in Okinawa, filled with motivation and
Em ployee satisfaction dynamics of our employees, by putting into practice that “customer satisfaction” is the true
reward for working

Complete operational reforms to strengthen the top line revenue backed by customer
satisfaction

Profitability

Maintain the No.1 soundness within the prefecture and contribute to continued development of

Soundness Okinawa

Steadily expand our customer base by being chosen by the customers, through increasing
customer satisfaction level

OB WO | =

Scale / share in prefecture

Rl
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Second Year of Medium-=Term-Business-Plan ole

During the second year of the Medium-Term Business Plan, we worked to (1) Utilize IT toward increasing
efficiency and concentration of operations, (2) Concentrate functions in administrative divisions, and (3)
Diversify channels, aiming to satisfy customers’ expectations.

FY14 (Result) | FY15 (Result) | FY16 (Result) FY17

(1) ROE for consolidated net
income

6.08% 6.16% 4.45% | Around 4.5%

Profitability

(2) Business profit on core ¥10.6 billion | ¥10.1 billion | ¥7.9 billion | ¥7.2 billion
banking operations

(3) 25% increase in the
number of major 5,735 5,868 6,588 7,000
corporate customers

Growth
potential

(4) 25% increase in the
number of major 278,955 291,402 208,084 350,000

individual customers

(5) rI\Iac:ir:)-performlng loan 1.61% 1.66% p— e
Soundness
(6) Capital ratio 11.13% 10.88% 10.44% | Around 11%

3
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-Term Busin

Toward realizing the long-term vision, a transitional year to the

18th Medium-Term Business Plan

[Long-term vision] Practicing the management
Corporate value philosophy

*Based on the Bank’s management philosophy,
efforts will be made with new views on financial
services that contribute to development of the
regional economy as a Bank that creates new
value with the region

[Attempting new business models]
New business model strategies that
utilize digital and analog

Third year and goals to achieve

Exceeding customer expectations
(Customer focused new value creation)

Results to be realized

New services
Offer non-interest rate-related

value
17th Medium-Term Business Plan ‘ ‘
- Three Years of New Value Creation -

April 2017 5 years later 10 years later
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Ongoing efforts

New Value Creation and Improving Productivity

Utilizing IT, provide high-quality
services through increasing
operational efficiency and
increasing facetime

with customers

interest rate-related
revenue, create a
sustainable business
model

=Effective support | Bank of
toward improving Okinawa
productivity

By securing Bank of
appropriate Okinawa

Improving Productivity

Improving productivity
(increasing sales, product
development, back office
rationalization),

Customers establishing problem-

solving policies

CUStomers Sustainable business

model=Funding
demand and asset
creation to secure revenue
opportunities

Customer satisfaction

Employee satisfaction

[Result]

Increasing value for
the region and
society overall

v

Improving the Bank’s
corporate value

i

D

* Demonstrating governance functions

B
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Creating new value through service innovation (Realizing non-interest rate-related value through new services)

- From “Customer Focused Operational Reforms (Change)” to “Customer Focused New Value Creation” -

Individual customers Corporate customers

The Bank (Support for Digital Transformation*)

o

Providing a “Better Social Foundation” in view of digitization progress
(Providing digital platforms for consumers and business owners)

Realizing further happiness (Targeted deposit apps, etc.) Further productivity improvement (CIPS, etc.)

Business model to link customers and the Bank
Providing shared value customers can sympathize with

Attempt new business models that link customers with the Bank by identifying customer needs

*The proliferation of IT to improve peoples’ lives in various ways

* T PR —— e e
e e B el
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Business Performance Forecasts for FY2017

(¥ billion)

Non-consolidated Fv16 Fy17 : J;:]E .
Ordinary income 38.3 35.2 (3.0)
Gross business profit 29.1 29.2 +0.0
Interest income 271 27.0 (0.2)
Fees and commissions 2.2 2.2 (0.0)
tlzrﬁztsfgzg)commlssmns (excluding 19 20 +0.0
Trust account services 0.3 0.3 (0.1)
Other business profit (0.3) (0.1) +0.2
Gains (losses) on bond trading (0.2) 0.3 +0.4
Expenses (excluding non-recurrent items) 213 21.7 +0.4
Business profit on core banking operations 7.9 7.2 (0.7)
Provision of general allowance for possible loan losses 0.1 0.0 (0.1)
Net business profit 7.7 7.4 (0.2)
Non-recurrent items 0.1 0.0 (0.1)
Net gains (losses) on equity securities 11 0.7 (0.4)
Bad debt disposal (non-recurrent items) 1.0 0.6 (0.3)
Ordinary profit 7.8 7.5 (0.3)
Extraordinary gains (losses) (0.1) (0.0) +0.0
Net income 5.3 5.3 +0.0
| Credit costs 1.1 0.7 | (0.4) |

e

Interest income

%

M Year-on-year changes forecast of interest income

(¥ billion, %)
Average Yield Interest
balance
Loans and bills
discounted 541 (0.05) 0.0
Securities (46.6) (0.03) (0.6)
Deposits +26.7 (0.03) +0.4
Others — — +0.0
Total = = (0.1)

B YoY comparison of business profit on core banking operations

Decrease Increase

Interest on loans and E
bills discounted

I Interest on securities |

[ o6

| Interest paid on
deposits

| Fees and commissions  [0.0]

Others
0.4 Expenses

0.1 Trust account
= services

04 |

12 I Total [ o5 ]
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Strategy-for Consumer Loans

L

Plan: Mortgage loans executed: ¥60.0 billion (YoY comparison of average balance: +3.67%)
YoY comparison of average balance of other loans: +4.39%

(¥ billion)

700.0

600.0

500.0

400.0

300.0

200.0

100.0

M Otherloans

] Mortgage loans

FY12 FY13 FY14 FY15 FY16

@ "D FE SR 1T

Market environment

@ Solid housing demand (growth in population and
number of households)

@ Higher personal spending on the back of
improving economic outlook

Okigin’s strateqgies

€@ Promotion of mortgage loans and apartment
loans

-Strengthening promotion through housing
manufacturer tasks and loan FPS
@ Strengthen the sales of small scale and high-

yield products
*Cross-sell to housing loan clients (Card Loan Select)
-Strengthen the sales of card loans (Plus-one Check-it)

* §trangthen promotion of automotive loans (Campalgn)
€ Improving convenience via the “Okigin App”

' Qklgin App (functlons acdded In March 2017}
Open deposit accounts

Individual loan application (additional function)

Search for branches and ATMs (additional function)
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Strategy for Securities Assets:in

Okinawa Securities Limited. joined the Group in March 2017

Differentiation from other banks in the prefecture as the only Thorough implementation of measures
provider of banking and securities services in the prefecture for “Bank-securities cooperation”
[General leasing & Launch of customer referral to Okinawa Securities
operations] Limited. (scheduled in June 2017)
The Okigin General
[Surveys of financial and Lease Co,, Ltd. Search for broad customer needs
economic conditions, [Credit card ices]
management advisory redit card services . .
operations, and others] _ Okigin JCB Co., Ltd. @ Holding customer seminars, etc., by the Group to
Okigin Economic promote improvement of financial literacy within the
Research Institute, Ltd. prefecture
@ The Bank of Okinawa,

[Securities services] 1
[Credit management Okinawa Securities

and collection Limited. [Computer-related
operations] __services] - . . .
ST — Okigin SPO Co., Ltd. Providing high-quality services to

Collection Co., Ltd. contribute to customer asset creation from

a customer perspective

[Credit guarantees]
; Okigin Credit
[Agency operations]
Okigin Business Guarantee Co., Ltd. (¥ billion)

Service Co., Ltd. Ba_nk of Okina_tv_va Total
Okinawa Securities
Investment trusts 50.2 195 69.7
Bonds 7.2 6.3 13.5
Stocks - 77.4 77.4
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Strategy for Assets in

%
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\

Aim to increase balances via contributing to customer asset creation

2\

JGBs
Investment trusts Calculation method for personal
(¥ billion) ., Personal pension insurance, etc. < p_eg@_op_igsqrgggg,_e_tg__._
(cumulative sales) cumulati | 1 Bal
Personal pension insurance, etc., umuiative saies ' arance
200.0 - (palance) @ —eme————— - B el
174.4 |
150.7 1688 146.4
1500 b-- 139.4 ____ S 41382 o T
20.1 | 7.2
24.4 iy . R103
403 : 50.2
L - —— E— —---p 509 ¥} ---
100. i
00.0 45 2 |
1108 |
e 90.1 N o 88.9
69.7 | :
|
|
0 1 1 II 1
FY12 FY13 FY14 FY15 FY16

* Figures shown for FY14 and prior are cumulative sales amounts, and for FY15 and later are balances.

Okigin’s strateqgies

€ Enhancement of dedicated staff
+ Aressystem Via dedleated staff for assets
In custody

» Acceptance of seconded staff to the Bank
from securities and insurance companies /
Mid-career recruitment

+ Holding seminars via bank-securitles
cooperation
& Utilization of tablets

* Reallze efficlent sales activities viafinanclal
Instrument sales on tablets to strengthen
promotion

+ Utllization of proposal tools via tablets
{asset management navigator}

& Sales of life insurance for

corporate customers

» Handling products for corporate managers
(May 2016)

& Sales of iDeCo

» Holding seminars and strengthening
promotion strengthening via campaigns.. -

@ "D FE SR 1T
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(Business Start-up, Growth and-tmp

Cooperation with experts and support Initiatives for business growth (assisting sales
institutions channel cultivation)

+Support application for Manufacturing Subsidies

Participated in The Third Great Okinawa Trade Fair

*Support through Manufacturing Development Funds For the sake of successful Okigin Churashima Business Meeting, the
+Support business start-up using business succession Bank participated in the Great Okinawa Trade Fair, a large-scale
FY2016 Results international business exhibition, as a regular member.
Work item *Held on November 21-22, 2016 at Okinawa Convention Center
1. Support medical business start-up 9cases *About 2,700 individual meetings were held during the two-day fair

2. Management advisory meeting in cooperation 13times *The Bank's 100 employees supported operation of the fair

withthe Yorozu support base

3. Dispatch experts 12 cases

Initiatives for business improvement and rehabilitation

» Provide business improvement support utilizing CIPS (Consulting & Communication Improve management Proposal

Sales), the Bank’s proprietary consulting tool
» Support business improvement and rehabilitation by utilizing SME Business Rehabilitation Support Co-operative and other

external organizations

FYO03-FY13 FY14 FY15 FY16 Total
Utilization of SME Business Rehabilitation Eg;géggise?gsszgfy 104 22 15 11 152
Support Co-operative invOIing the Bank) (ases) 62 10 9 5 86
Ratio 59.6% 45.5% 60.0% 455% 56.6%

Held seminars regarding the certified supporting institution and all-branch explanatory meeting

Utilization of Business improvement eld < : ;
by inviting lecturer from SME Section, Economy and Industry Department of Okinawa General

schedule formulation support program by Bureau.
*certified supporting institution Of 244 applications of all Okinawa, 147 applications (60.2%) were handled by the Bank.
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Efficient branch allocation through area marketing
Setting up branches focusing on customer convenience

April 2015 Haebaru Branch relocated, newly built and re-opened for business o ]
[Schedule for newly building/relocating]

.July 2015 Newly built Nago Branch relocated, newly built and re-opened for business @ February 2018 Motobu Branch

‘February 2016 Itoman Branch relocated and re-opened for business ¢ May 2018 Kokuba Branch
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Shareholder Returns-— *

Commemorating the 60th anniversary of the Bank’s founding, dividend for the fiscal year ended
March 31, 2016 was ¥85 per share, an increase of ¥15.

Additionally, the Bank implemented a share split (1.2 shares for 1 share) with July 1, 2016 as the
effective date.

For FY16, an adjustment will not be made for the common dividend corresponding to the share split,
and a common dividend of ¥70 will be paid, the same amount as the common dividend for FY15.

FY12 FY13 Fyl4 FY15 FY16
Share price (yen) 3,955 4,355 5,040 3,695 4,260
Common dividend (yen) 65 65 70 70 70
Commemorative dividend
0 0 0 15 0
(yen)
Total dividends (yen) 65 65 70 85 70
Dividend yield (%) 1.64% 1.49% 1.38% 2.30% 1.64%
Share buy back (million yen) 700 602 1,055 467 _
(Note)
{Nota} The share buy back shown |s via a resolutlon of the Board of Directors.
Annual dividend expected (common
Number of shares held dividend)
Before share split (FY15) 100 shares ¥7,000
* After share split (FY16) 120 shares ¥8,400 (dividend increase by 20%)
@DIER 1T The Bank of Okinawa,Ltd
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Business Performance-

%

(¥ billion)
Non-consolidated FY13 FY14 FY15 FY16 I
Ordinary income 37.1 36.4 37.8 38.3 +0.5
Gross business profit 30.0 30.5 30.9 29.1 (1.8)
Interest income 27.3 27.8 27.8 27.1 (0.7)
Fees and commissions 25 2.3 2.6 2.2 (0.4)
Fees and commissions (excluding trust fees) 2.0 2.0 2.3 1.9 (0.3)
Trust account services 0.4 0.3 0.3 0.3 (0.1)
Other business profit 0.1 0.3 0.3 (0.3) (0.6)
| Gains (losses) on bond trading (0.0) 0.2 0.3 (0.2) (0.4)
Expenses (excluding non-recurrent items) 19.9 19.7 20.3 21.3 +1.0
| Business profit on core banking operations 10.1 10.6 10.1 7.9 (2.2)
IF:)rsos\/(;zion of general allowance for possible loan 06 (0.3) 10 01 (0.9)
| Net business profit 9.4 11.2 9.5 7.7 (1.8)
Non-recurrent items (0.9) (1.2) 1.2 0.1 (1.1)
Net gains (losses) on equity securities 1.0 0.1 0.7 1.1 +0.4
Bad debt disposal (non-recurrent items) 2.2 1.9 (0.0) 1.0 +1.0
| ordinary profit 8.5 9.9 10.7 7.8 (2.9)
| Extraordinary gains (losses) (0.0) (0.1) 0.1 (0.1) (0.2)
| Net income 4.5 6.7 7.1 5.3 (1.8)
Credit costs 2.8 1.6 0.9 1.1 +0.2
Non-performing loan ratio 1.72% 1.61% 1.66% 1.53% (0.13)pt
Capital ratio (calculated under Basel IIl Standard for FY13) 11.66% 11.13% 10.88% 10.44% (0.44)pt
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End-Balance, Average Balance,

-
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Yield, and Loan Balance by Industrial Segment *

(¥ billion, %) (¥ billion)
FY13 FY14 FY15 FY16
FY13 FY14 FY15 FY16
Term-end
balance 1,251.4 1,313.8 1,392.3 1,467.2
Manufacturing 36.6 37.0 36.9 35.2
Average
balance 1,202.0 1,254.9 1,319.6 1,398.5 Agriculture and forestry 05 0.8 1.0 1.3
Fishery 0.5 0.5 0.5 0.4
Yield — -
Mining and quarrying of stone
Loans 2.17 2.03 1.89 1.66 and gravel 1.9 17 37 3.4
Term-end Construction 44.7 42.0 432 45.8
el 577.3 605.5 599.4 521.4 Electricity, gas, heat and
water supply 35 6.8 7.2 48
Average L
ek 583.6 567.7 583.5 574.6 Telecommunications 72 89 99 o8
Transport and postal activities 14.8 16.6 18.9 17.9
Yield . -
Wholesaling and retailing 114.8 107.1 104.9 102.3
Securities 0.62 0.76 0.85 0.92
Finance and insurance 25.0 26.3 29.9 27.9
Term-end Real estate, and goods rental
balance eal estate, and goods rental
1,755.1 1,865.4 1,880.1 1,897.8 and leasing 204.8 326.3 363.5 402.8
Average Miscellaneous services 1295 142.9 155.0 169.6
Zallzyie 1,745.6 1,813.1 1,889.2 1,889.5 _
Local government bodies 98.3 99.9 102.0 110.8
Yield Others 478.6 496.4 515.2 534.4
DIEpeRES 0.11 0.09 0.08 0.06 Total 12514 | 13138 | 1,392.3 | 1467.2
* Term-end and average balances are calculated on the basis of loan/deposit * Including trust accounts

balances of the banking and trust accounts.
* Yields on loans and deposits are those used for domestic operations only.




Statements contained in these materials regarding for ecasts of future events are based on infor mation
known to the management at the time of writing, and do not constitute any form of guarantee of the
business perfor mance of the Bank of Okinawa. These materials have been prepared to serveasareport
on the settlement of accounts of the Bank for the fiscal 2016 term, ended March 2017, aswell asto
provide an explanation of the Bank’sfuture management vision; they are not intended as a solicitation
of business.

For further details, please contact:
The Bank of Okinawa, Ltd.
General Planning Division,
Management Planning Administrative Group

Tel: 81-98-869-1253 / Fax: 81-98-869-1464
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