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Figure 2: Outstanding Nonperforming Loans (NPLs) and Losses on Disposal of NPLs

(in billions of yen)
s others
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Note: Data are for the end of fiscal year. NPLs are “rnisk management loans” of all banks, whose definition is slightly
different from NPLs based on the Financial Reconstruction Law. The numbers referred 1o in the text are based on the
Financial Reconstruction Law, which became available from March 1999

Source. Financial Services Agency, Government of Japan, website
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1990 1995 2000 2005 2010 2015 2016 2017 2018 2019

City banks 13 11 9 7 6 5 5 5 5 5
Regional banks 64 64 64 64 64 64 64 64 64 64
Regional banks 11 68 65 60 48 42 41 41 41 40 39
Trust banks 16 23 33 26 19 16 16 16 15 14
Lon—term credit banks 3 3 3 1 0 0 0 0 0 0
Other banks - - - 9 16 15 15 15 13 15
Bank holding - - - 12 15 17 18 20 2 2
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BARITFER ARG, BAIEDKETRE, F—ERASHRIET. TR, KOELRET RER,
BATRLCEMERMETEARE, BREX EFEEHAKRITLA B TEFTEMRHEERENIS. ATRAN
REERENFILGZENEERES, HAXBEEMER EREHE ARG RITEBAESHKE, MHAIMEGIFERR
HEHRSFWEN. SHERRITEEINS BHENESN, BIMINTTET IR . ER, BRI SEN, BERHE
FEEgErpEN FFAZ S SS, RAEBIALLE. KEMEEE, HARITIHS A, ROE B 2011 SFLURIKHALES:
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Information Disclosures

Stock ratings, sector ratings and related definitions
Stock Ratings:

The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 12 months

Buy Relative Performance>20%; or the fundamental outlook of the company or sector is favorable.
Accumulate Relative Performance is 5% t020%; or the fundamental outlook of the company or sector is favorable.
Neutral Relative Performance is -5% to 5%; or the fundamental outlook of the company or sector is neutral.
Reduce Relative Performance is -5% to -20%; or the fundamental outlook of the company or sector is unfavorable.
Sell Relative Performance <-20%; or the fundamental outlook of the company or sector is unfavorable.

Sector Ratings:
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 12 months

Outperform Relative Performance>5%; or the fundamental outlook of the sector is favorable.
Neutral Relative Performance is -5% to 5%; or the fundamental outlook of the sector is neutral.
Underperform Relative Performance<-5%; or the fundamental outlook of the sector is unfavorable.

Interest disclosure statement

The analyst is licensed by the Hong Kong Securities and Futures Commission. Neither the analyst nor his/her associates serves as an officer
of the listed companies covered in this report and has no financial interests in the companies.

Guosen Securities (HK) Brokerage Co., Ltd. and its associated companies (collectively “Guosen Securities (HK)”) has no disclosable financial
interests (including securities holding) or make a market in the securities in respect of the listed companies. Guosen Securities (HK) has no
investment banking relationship within the past 12 months, to the listed companies. Guosen Securities (HK) has no individual employed by
the listed companies.

Disclaimers

The prices of futures and options may move up or down, fluctuate from time to time, and even become valueless. Losses may be incurred
as well as profits made as a result of buying and selling futures and options.

The prices of securities may fluctuate up or down. It may become valueless. It is as likely that losses will be incurred rath er than profit made
as a result of buying and selling securities.

The content of this report does not represent a recommendation of Guosen Securities (HK) and does not constitute the forecast on any
futures and/or options. Guosen Securities (HK) may be seeking or will seek investment banking or other business (such as placing agent,
lead manager, sponsor, underwriter or proprietary trading in such securities) with the listed companies. Individuals of Guose n Securities (HK)
may have personal investment interests in the futures and/or options mentioned in this report.

The content of this report does not represent a recommendation of Guosen Securities (HK) and does not constitute any buying/selling or
dealing agreement in relation to the securities mentioned. Guosen Securities (HK) may be seeking or will seek investment banking or other
business (such as placing agent, lead manager, sponsor, underwriter or proprietary trading in such securities) with the liste d companies.
Individuals of Guosen Securities (HK) may have personal investment interests in the listed companies.

This report is based on information available to the public that we consider reliable, however, the authenticity, accuracy or completeness of
such information is not guaranteed by Guosen Securities (HK). This report does not take into account the particular investment objectives,
financial situation or needs of individual clients and does not constitute a personal investment recommendation to anyone. Clients are
wholly responsible for any investment decision based on this report. Clients are advised to consider whether any advice or re commendation
contained in this report is suitable for their particular circumstances. This report is not intended to be an offer to buy or sell or a solicitation
of an offer to buy or sell the securities mentioned.

This report is for distribution only to clients of Guosen Securities (HK). Without Guosen Securities (HK)’s written authorization, any form of
quotation, reproduction or transmission to third parties is prohibited, or may be subject to legal action. Such information and opinions
contained therein are subject to change and may be amended without any notification. This report is not directed at, or intended for
distribution to or use by, any person or entity who is a citizen or resident of or located in any jurisdiction where such distribution,
publication, availability or use would be contrary to applicable law or regulation or which would subject Guosen Securities (HK) and its
group companies to any registration or licensing requirement within such jurisdiction.
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