Why Have Non-revenue Dividends Shrunk? - (1) What are Non-revenue Dividends? -

Dividends are classified into revenue dividends or non-revenue dividends and paid to the Bank by each fund (quarterly). The Bank
recognizes only revenue dividends as income (non-revenue dividends are accounted for as the repayment of principal).

1. Revenue dividends: Dividends that are within unrealized gains (net asset value [fair value] - individual principal [book value]>0; the same

shall apply hereafter).

2. Non-revenue dividends: Dividends that exceed unrealized gains and are equivalent to the repayment of principal.
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The amount exceeding | Non-revenue dividends: 100
unrealized gains (Repayment of principal: 100)

(Repayment of principal: 30)

Non-revenue dividends are accounted for as the repayment of principal, therefore the gains and
losses improve by the amount equivalent to the non-revenue dividends when investment

trusts mature or contracts expire after bonds held are redeemed, unless there are defaults on
bonds held, etc. or others.
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. Why Have Non-revenue Dividends Shrunk? - (2) Components to Dividends -

Investment management income from bonds held in the investment trusts, etc. and gains and losses from FX (Foreign Exchange)
transactions executed for FX hedging (gains and losses related to FX transactions (FX hedging costs)) are included under foreign bond
investment trust dividends. In particular, FX hedging costs are comprised of 1) foreign currency funding costs and 2) FX gains and losses

from hedging balance.

In addition to the increase in 1) due to widening domestic and overseas interest rate gaps in FY2023/3, volatility in the market contributed
significantly to the negative impact of 2). Because of this, the non-revenue dividends received in Q3 declined versus Q1 and Q2.

Major components to dividends from foreign bond investment trusts™

*1 Also includes fees and other components not stated below.
Further, dividends received in Q3 are Aug. to Oct. dividends from foreign bond investment trusts.

Positive Investment management income from bonds held in the investment trusts, etc. - o
Factors ) d . d Dividends are categorized into
in Q3 (Foreign currency denominated) revenue dividends and non-

revenue dividends by comparing
q dividends and unrealized
FX hedging costs 1) + 2) gains/losses of investment trusts
on the specified date at the
beginning of Dec.
1) Foreign currency funding 2) FX gains and losses from (Refer to the previous page)
costs™% 4 hedging balance differences 4
Non-revenue dividends also
Negative *2 Represents funding costs for the balance of the bonds *3 Represents FX gains and losses due to differences saw a significant decline
factors at the time hedging activities commence. Increase between bond prices (fair value) after commencement versus Q1 and Q2 due to
in Q3 and decrease depending on market movement. of hedging and FX hedge position fair value (hedging the fact that dividends
(Investment trusts raise capital within the fund) balance differences). Increase and decrease
depending on market movement. .th?r!"selves Sh':unk
significantly owing to
Rise in foreign currency funding Within the context of “widening credit spreads x factors stated on the left
costs due to domestic and overseas rising US interest rates x advancing weaker yen”, FX
interest rate gaps owing to rising gains and losses occurred due to hedging balance
US short term rates differences coming from significant drop in the fair

value of bonds in the investment trusts

Very little impact when the market
environment is stable

*4 Refer to page 11 of the separate disclosure material, Supplementary Materials of Financial Results for Q3 (1) for details on the most
recent (up to Jan. 31, 2023) foreign currency funding costs, credit spreads and others.
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https://www.jp-bank.japanpost.jp/en/ir/financial/pdf/en_pr230214_1.pdf

