Market Situation

Main risk factors exceeded expectations” due to a number of issues, such as the Russia-Ukraine conflict and trends in US and

Japanese monetary policy.

Domestic and Foreign Interest Rates / Dollar Funding Cost

* Assumptions at the time of formulating the FY2023/3 earnings forecast

US IG and HY Spread / US Dollar/Yen

..... Assumptions*

Actuals

(Ref.) Mid-term Plan
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600

480

360

240

120

155

144

133

122

111

Actuals ===

ammiin (Ref) Mid-term Plan
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Asset Management - (2) Risk Assets and Strategic Investment Areas -

The balance of risk assets™ as of December 31, 2022 was ¥99.4tn, increasing by ¥4.4tn from March 31, 2022. This increase is
primarily due to the fact that the balance of strategic investment areas™ was ¥9.9tn, increasing by ¥3.4tn, as a result of the
application of “Implementation Guidance on Accounting Standard for Fair Value Measurement” (revised 2021) to the assessment
of fair value of private equity funds, etc.

*1 Assets other than yen interest rates (JGBs, etc.) *2 Private equity funds, Real estate funds (equity, debt), Direct lending funds and Infrastructure debt funds, etc.

Risk Assets”! (Non-consolidated) Strategic Investment Areas™ (Non-consolidated)
Approx.
(¥tn) A (¥tn) £1|00
pprox. 9.9 Approx. ¥10tn
120 ¥110tn 10 96 o ¥9-10tn
Approx. o 0.8 .
9.8 9.4 ¥100tn 0.7 Others
100 949 ~  Strategic
91.1 c 96 9.9 - investment areas 8
84.8 w27 HZ 5 — Stock
2.9 !g N hecl)g 1?1 tTu(;?)E)étc 34 3.6 N
80 22 < Loans 6.4 Real estate funds
" 6 0.6 (equity, debt)
i (Unrealized gains: ¥0.2tn
60
. - 4.2 2.6
_~ Foreign securities, etc. —=
40 3.3
04 1.5
AN
2 1.0 Private equity funds (PE)
20 (Unrealized gains: ¥1.0tn
_ Corporate bonds, etc.
7.3 7.3 Japanese local
N NN B oo .
20/3  21/3  22/3  22/9 22/12, 23/3  26/3 20/3 21/3 22/3 22/9  22/12, 23/3 26/3
(actual) (outlook)(Mid-term Plan) (actual) (outlook)(Mid-term Plan)

(Year/Month-end) (Year/Month-end)

Note: Following the application of "Implementation Guidance on Accounting Standard for Fair Value Measurement” (revised 2021), private equity funds and real estate funds, excluding some assets,
are calculated on a fair value basis from FY2023/3 onward.
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Impact of Rising Domestic and Overseas Interest Rates and Widening Credit Spreads (1)

Projected Impact on P/L Due to Rising Domestic and Overseas Interest Rates, and Widening Credit Spreads™!

Existing Holdings New Investments

<The Bank’s BS (non-consolidated)
Total assets ¥226tn (as of Dec. 31, 2022)>

® Bulk is in fixed bonds, and the impact is neutral

Investment yields on reinvestments (Refer to
page 29) and new investments in line with

Japanese
government

redemptions will improve

Currently considering shifts
_from due from banks, etc.
in preparation for potential

interest rate increases

The majority of due from banks, etc. is BOJ
deposits, but negative interest rates apply only
to a limited extent

bonds™
¥38tn

Due from banks, etc.

¥66tn

Acquisition of additional revenue through
investment allocation

\\\\\\
~-

® The main focus is on acquiring credit risk
(Interest rate: approx. 70-80% hedged,
exchange rate: approx. 90%+ hedged)

® Some investment trusts have generated non-

value (Refer to Supplementary Materials of

are generated upon cancellation or redemption)

revenue dividends associated with declines in fair

Financial Results for Q3 (2). However, return gains

Investment yields on reinvestments (Refer to

Foreign securities™
¥79tn

page 29) and new investments in line with
redemptions have improved

® Foreign currency funding costs have increased™

(impact on non-hedged portion of interest rates (approx. 20-30%))

Currently, the impact
is particularly significant

Others
¥42tn

Deposits
¥195tn

1
1
I'rise, interest payments |
, Wil increase :
1 (however, there is a .
| o

, Possibility that the lag :

: interest rates and the 1
1 level of the increase will :
: not be parallel) 1

Others / Net assets
¥31tn

*1 Theoretical impact on the Bank's P/L from potential movements of market environment. Actual impact may differ due to changes in market conditions and the Bank’s investment policy.

*2 Include Japanese government bonds in money held in trust.

*3 Include real estate funds (debt) and direct lending funds in money held in trust.
*4 Investment trusts raise capital within the fund, and foreign currency funding costs depend on differences in domestic and foreign interest rates.
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Impact of Rising Domestic and Overseas Interest Rates and Widening Credit Spreads (2)

Existing holdings: approx. ¥38tn

(Bulk is in fixed bonds) A
- o ,' I Impact of investment allocation
§ §‘ ! Currently considering shifts
. = = ! from due from banks, etc.
Yen interest rates > ) in preparation for potential
risk S~0 Impact of raising interest rates interest rate increases
Sl on deposits
A If deposit interest rates rise,
interest payments will increase.
H , there i ibilit
Interest Rates th‘x:ﬁ:ﬁag EL";,:?,S fﬁessr'is'e'iz Interest Rates
market interest rates and the
level of the increase will not be
parallel
Existing holdings: approx. ¥64tn New investments
Of these, those impacted
by non-revenue dividends: ( approx. ¥25tn
3 3
o o
=h =h
~ [ad P
o . Non-revenue dividends are
Creditrisk | ——=----- > generated in the case that
I Impact of non-revenue dividends credit spreads widen following
.. new investment
Non-revenue dividends are
generated in some foreign bond ~
investment trusts. However, return Z
Spread gains are generated upon Spread
cancellation or redemption (Refer
to Supplementary Materials of
Financial Results for Q3 (2))
- => Cash flow —> Profit

Foreign currency
interest rates risk
(Difference in long-
and short-term
interest rates)

PISIA

Yield Curve

Long-term

. -~
_ ; N -

Short-term

(Funding Side)

Short-term? - Profit!

Long-term? — Profit?

(Investment Side)

New investments

Existing holdings

New investments

Impact of Short-term? / Long-term?

The downturn in earnings caused
by the increase in foreign currency
funding costs is significant. Note
that some foreign bond
investment trusts generate non-
revenue dividends associated with
the rise in long-term interest rates.

BANK

Maturity

approx. ¥17tn

Of these, those impacted
by non-revenue
dividends: approx. ¥7tn

Impact of Short-term? / Long-term1

The impact on profits depends
on the difference in long- and
short-term interest rates

previous page
The Bank's BS (non-consolidated)

[ Repeated from ]

Total assets ¥226tn (as of Dec. 31, 2022)

Japanese
government
bonds

¥38tn

Due from
banks, etc.

¥66tn

Deposits
¥195tn

Foreign
securities

¥79tn

Others /
Net assets

¥31tn

Others
¥421tn
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(Ref.) Balances of Securities Based on the Remaining Time to Maturity, etc.

Balances Based on the Remaining Time to Maturity Balances
(Ending balance basis, as of Dec. 31, 2022) (Based on average balances, FY2023/3 Q3)
Balance of Japanese government bonds: ¥37,022.6bn . .
(Held-to-maturity: ¥11,899.7bn, Available-for-sale: ¥25,122.9bn) Balance of Japanese government bonds and Foreign securities, etc.
(¥bn) (¥bn)
Over 10 years [ 15,777.3 FY2023/3 Q3
More than 7 years Average Balance Endilsgegglance

to 10 years [ 1,708.0

Japanese government
More than 5 years bonds 45,589.8 37,022.6
to 7 years 7737 . -
" han 3 Foreign securities, etc. 78,303.1 77,914.0
ore than 3 years
t0 5 years [l 1,542.6 Foreign bonds 26,990.1 24,897.1
e e rers, I 7,699.2 Investment trusts 51,222.7 52,904.8
1year or less [ 8,521.6
Balance of Foreign bonds: ¥24,897.1bn
(Held-to-maturity: ¥3,131.2bn, Available-for-sale: ¥21,765.8bn) Balance of Deposits
(¥bn) (¥tn)

FY2023/3 Q3

Over 10 years [T 3,518.5
(Ref.)

Ending Balance

Average Balance

e ears I 2,498.1

to 10 years Liquid deposits 115.2 1184
More than 5 years P 3,642.1 Transfer deposits 11.1 11.4

to 7 years - - "
More than 3 years 6 2008 Ordinary deposits, etc. 103.4 106.2
to 5 years I——— ,200. Savings deposits 0.7 0.7
ety Fixed-term deposits 789 767

to 3 years 6.359.3 P
Time deposits 40 35
| . :

1 year or less 2,668.9 TEIGAKU deposits 749 73.1
Other deposits 0.2 0.0
Total 194.4 195.2

* Ordinary deposits, etc. = Ordinary deposits + Special deposits (equivalent to ordinary savings)
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