A Message from the President of Resona Holdings

The intrinsic value of a company is to solve social issues through
its businesses.

The world seems to be getting smaller as globalization accelerates backed by the widespread use
of ICT. On the other hand, inward-looking policies have become apparent in some countries, and
uncertainties abound worldwide despite stable economic conditions.

Climate change and the global issues raised in the SDGs require international cooperation, and
companies are expected to make a long-term commitment to contributing to solving various prob-

lems efficiently through their businesses. The world now demands that companies fulfill their social

responsibilities through their businesses. It is no longer acceptable to separate business opera-
tions and social responsibilities, as in the past.
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succession issues at small and medium-sized enterprises (SMEs). An aging society with a low
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i R e't a I | N O 1 ) birth rate underlies these issues. Japan is experiencing many of the issues every country will face
" in the future, and therefore has the mission of being a trailblazer.

Companies can seize business opportunities by resolving social issues and responding to

environmental changes. They increase their corporate value by recognizing potential risks, resolv-

Kazuhiro ngaShl ing existing social issues, and then recognizing and resolving emerging social issues. Generating

Director, President and Representative Executive Officer,

Resona Holdings, Inc. this virtuous cycle of resolution represents the intrinsic value of a company.
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‘ Customers need financial services, not banks.

| often say that banks will not be necessary in the future. The reason is that customers need finan-
cial services, not organizations called “banks.” In fact, companies from other industries, including
IT and retailing, have entered traditional banking businesses such as lending and settlement. This
means that customers can choose highly convenient financial services whether or not a bank
provides them. Consequently, competition among industries and advances in digital technology
have forced banks to change their traditional banking services. This has significantly enhanced
; customer convenience.

‘ At the same time, the ability of digital technology and Al to address customer concerns about

money has its limits since customers often have vague concerns that cannot be measured with

data. I, myself, see intrinsic value in a financial services business that has a detailed understanding
of what customers are thinking, uses empathy to initially frame issues, clearly and simply explains

solutions to these issues, and then delivers on those solutions.
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We want to understand the true latent needs of customers.

The Resona Group concentrates resources on the retail market of individual and SME customers.
For example, loans to retail customers account for about 85% of our loan portfolio. Our business
involves consistently considering and understanding the thoughts and feelings of retail customers.
In other words, understanding their true latent needs.

Many retail customers are anxious about their future for reasons including the aging society
and the ultra-low interest rate environment, but few people are taking concrete action. For exam-
ple, individuals in Japan have about ¥1,800 trillion in financial assets, but keep half of those assets
in cash and deposits and do not invest them. Only 5% of Resona Group customers use invest-
ment trusts or similar services. We therefore carefully propose effective, long-term, diversified in-
vestments to customers who have not yet addressed their concerns for the future. We provide
each customer with optimal information and propose the best solutions.

SME customers face various challenges at each growth stage. SMEs have provided staunch
support for Japanese industry, and they will remain crucial. The Resona Group wants to offer op-
timal solutions at all stages of customer businesses, from start-up to growth to transformation, but
this commitment can be fulfilled through meaningful discussion with SME owners. Addressing
social issues such as the environment and SDGs has recently become more important for SMEs.
However, SMEs do not always have sufficient management resources compared with large enter-
prises. This can impede their ability to respond and exposes them to significant risks from sudden
supply chain disruptions. SMEs need financial service providers to proactively provide a compre-

hensive array of management information. The Resona Group will meet these expectations.

The three components of our “Omni Strategy”

| think banks to date have only been able to solve the issues of a limited number of customers.
The Resona Group wants to take on the challenge of resolving all customer issues through finan-
cial services that customers need. This desire is incorporated in the new medium-term manage-
ment plan (Change to the “Next”) we launched in April 2017. Our Omni Strategy has three com-
ponents for structuring a next-generation retail financial services model that will realize sustainable

growth for our customers, the communities we serve and the Resona Group.

(1) Evolve “Omni-channel” strategy
Basic

Strategies (2) Develop “Omni-advisors”

(3) Establish “Omni-regional” platform
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Our goal is to resolve social issues and create value for customers by executing the three
Omni Strategies over the medium-to-long term. This will enable us to be a “Retail No. 1” financial

services business.

Omni-channel strategy
Customers wonder why banks close at 3 p.m., why banks are not open on weekends, why sim-
ple procedures take so long, why documents are so numerous, and why an authentication seal
is necessary. These questions indicate that customers feel inconvenienced, uncertain, dissatis-
fied and distrustful when it comes to banking operations, and our Omni-channel strategy is an
initiative that will remove such concerns and provide the best solutions to customers anytime and
anywhere. Our coordinated initiatives are strengthening customer access via digital channels
such as the Internet and smartphones and via face-to-face channels such as dialogue with cus-
tomers at branches.

Digital channel initiatives are expanding services available via smartphones. The Resona
Group has about 16 million individual customers, but actually meets only about 10% of them, so
we have not been making our services sufficiently available. Given this situation, we developed

the “Smart Account App” to enable all customers to use their smartphone to access a wide range

Omni-Channel Strategy (1): Provide added value to the daily lives of a wide range of customers

16 million+Q
customers

Customers
Resona
can
contact

80

> Develop a wide-ranging and long-term stock-type fee business

New smartphone-driven business model

Gross profit Number of
customers

Release new “Smart Accounts” (from February 2018) and
inform all customers about the application

Eliminate negative perceptions among customers (inconvenience, uncertainty, dissatisfaction, distrust, etc.)

All new accounts become “Smart Accounts” Complete

Wide range of S ) ; o application Bank in your \[ Use :%time
customers ystematic program for encouraging existing installation at pocket! anywhere!
customers to switch {he branch!
Debit function comes standard at no extra cost
Added value in Extremely user friendly (joint development with teamLab, Inc.)
daily life
.y . Shortest transactions can be completed with 4 taps
(fee-charging services)
Successively add new functions
Long-term Optimal timing and optimal solutions through

h X sophisticated marketing
relationships
One-tap even for the real channel

v

Example income increase

Stock-type

! @income increase ¥300 (per/month) x 12 months x 3 million users = +¥10 billion/year
fee income

A
e.g. remittances, debit cards, indemnity-type insurance
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Omni-Channel Strategy (2):

of financial services at their convenience and for the foreseeable future. Jointly developed with
teamLab Inc., this user-friendly smartphone platform provides daily financial services and delivers
timely, optimal proposals personalized for each customer.

We are concurrently strengthening our face-to-face channel. We are able to initially under-
stand what customers are thinking by meeting and empathizing with them. Al may be able to take
the place of these actions in the near future, but today it cannot. This was our rationale for
expanding small-size specialized branches for consultation such as “Seven Days Plazas,” which
are open year-round and until later in the evening. We will naturally expand our business if we are
able to spend more time with customers and provide them with the best solutions. We can do
this by increasing the number of branches available to customers who are able to stop in for
consultation and working customers who have trouble coming in on weekdays.

We will structure a differentiated business model by fusing our digital and face-to-face chan-

nels and providing even better services that meet customer needs.

Omni-advisor strategy
The Omni-advisor strategy is central to our Omni Strategy. Our medium-term management plan

defines Omni-advisors as consultants who can understand the true latent needs of customers to

Make branches better places for consultation
> Promote deeper transactions with customers that have a strong need for consultation

16 million+Q
customers

Reorganize branch network } Expand the number of customers we can contact

Customers
Resona
can
contact

80-

Number of
customers

Gross profit

Branch designs optimized for regional characteristics

Eliminate negative perceptions among customers (inconvenience, uncertainty, dissatisfaction, distrust, etc.)
Expand specialized branches for consultation to 22 branches"—45 branches in FY2019

[ Anytime ])([ Anywhere ]

m (Open 365 days a year and until 7 p.m. on week-
days (Some branches open till 8 p.m. or 9 p.m.)

® Branch visitors by age

“Seven Days Plazas” 80% (~50s) 20%
Resona Group as a whole 65% (60s~)

m Reasons for visiting branches

= QOpen until 5 p.m. on weekdays
(Excluding some branches) (Resona Bank,

Saitama Resona Bank, Kinki Osaka Bank) 90% of customers visit because they are open on weekends

®m Easy access for customers and holidays, because of the opening hours, and because of
(Open branches near major stations) the location

= 50,000 ATM network nationwide m Accelerate opening of “Seven Days Plazas”

m 24-hour manned call center

N A E
‘ t h Ueno Marui (Opened in March 2018)  Hankyu Umeda (Opened in April 2018)
*As of May 31,2018

More flexible branch operation

= Paperless, no seal = Complete every step from making a proposal, closing the

sale and concluding the contract via tablet device

= Establish structures that allow = Introduce digital service offices
for a small number of staff

Digitalization
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provide solutions, and becoming one is not simply a matter of acquiring some kind of certification.

Omni-advisors necessarily require wide-ranging knowledge of our businesses, including trusts, to

propose various solutions, but knowledge alone is not sufficient. Above all, Omni-advisors need

the ability to understand customer concerns and thoughts and propose appropriate solutions.

They must also be able to communicate those solutions clearly and simply. In many instances,

customers have vague concerns and are unable to communicate them clearly. Omni-advisors are

able to draw out and identify these latent concerns by communicating with and getting to under-

stand customers.

Resona Group employees must also be diverse in order to respond to customers with diverse

values. Backed by our desire for each employee to express diverse values, since 2017 we took

on the challenge of implementing highly productive work-style reform by introducing a general

rule that everyone has to leave the office by 7 p.m. Employees can go home earlier and spend

more time with their families and interact with society at large.

Training Omni-advisors takes time. However, becoming an organization with diverse Om-

ni-advisors will be a factor that strongly differentiates the Resona Group. This is also difficult for

other companies to emulate.

Omni-Advisor Strategy

Develop personnel who can stand in customers’
shoes and see things from their perspective

= Example in the trust business
Envisage customers’ life plans and propose products for them

= Example in the turnaround support business

Empathize with customers and offer advice on how they can turn their
businesses around

Initiatives for developing Omni-advisors

Work-Style Reform

Build experience that facilitates empathy with customers
Provide time for the acquisition of various types of knowledge

= Improve business efficiency and make leaving the office
at 7 p.m. a rule for the entire company
*Reduce overtime
Redistribute the benefits of productivity gains to employees

= Diverse ways of working

« Smart employees: Regular employees whose working hours and scope of duties are limited
«Variable working hours system

Customers
Diversifying
concerns/expectations

5 Requirements of Omni-Advisors

m “Customers’ happiness is our pleasure”

= Draw out customer concerns

® Provide solution options and information that lead to solutions
= Propose what is thought good for the customer’s future

= Turn down what is thought not good for the customer’s future

Introduction of Front-Leaders (Resona Bank)

Enhance the consultation abilities of
service department (branch) personnel

= Improve back-office efficiency and assign
consultants to asset formation support business
» Back-office focus » Back-office 30%, Sales 70%
= Develop skills both in group training and 0JT
+ Assign to 64 branches in the first half of FY2018 and to all other branches during FY2019

Digitalization

Expand sales contacts and X
opening hours

Improve ability to offer solutions
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Omni-regional strategy
This strategy involves broad-based collaboration with business partners such as regional finan-
cial institutions. It offers substantial benefits to business partners, the Resona Group, and above
all, customers. First and foremost, more customers will be able to use our solution functions and
specialized, detailed retail services. Business partners such as regional financial institutions will
maintain their regional brands while sharing the Resona Group’s sophisticated administrative
processes and systems to improve efficiency and reduce costs. Moreover, the Resona Group will
significantly increase earnings opportunities and productivity by expanding its customer base.
Finally, creating relationships among regions and communities will provide opportunities for local
customers and financial institutions to access new information that can help resolve regional issues.
While executing our Omni-regional strategy, we integrated Kansai Urban Banking Corpora-
tion, Kinki Osaka Bank and Minato Bank in April 2018 to create the Kansai Mirai Financial Group,
and the start of full-scale operations represented a major achievement. This integration gives the
Resona Group industry leadership with 840 manned branches in Japan, and resulted in respective
increases of more than 20% in corporate customers to about 500,000 companies, and individual

customers to about 16 million.

Omni-Regional Strategy

Broader alliances with regional financial institutions with or without capital ties

Realize

« Resona’s sophisticated functions and services

« Create new value out of win-win collaborations
with business partners

Broader and closer
relationships
with customers

Create value for customers

“Retail No. 1”

Higher quality and

Expand customer base
wider variety of solutions Expanding network
m Sharing solution functions ' i i ® Manned branches, ATMs

Trust, real estate, settlement and o
asset management Strengths of the u tht:grr;tli the Web and face-to-face
Resona Group

« 365-day-open branch office
‘ ‘ « 24-hour manned call center
« Smart store
» Advanced marketing

m Sharing more information
Detailed regional information,
M&A, business matching

Customers’
happiness is our

pleasure /

Utilizing advanced
Accelerate digitalization technology and reducing
costs at the same time

m Higher customer convenience m Adopt advanced IT platform taking
Seal-less transaction, 24/7 account advantage of scale merits

transfers m Higher efficiency in clerical work

m Higher productivity procedures

Tablet devices, Al, RPA = Streamlining of HQ and back office

* RPA (Robotic Process Automation): Automating and raising the efficiency of operations using digital technology
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Kansai Urban Banking Corporation and Minato Bank are new members of the Resona Group.
They have close ties to the region, are strong retail banks and share the same vision. We will re-
tain their advantages while fully leveraging the Resona Group’s functions and broad-based network

to create new value throughout the Group.

The nature of governance

The Resona Group’s governance structure is a company with a nominating committee. Outside
directors hold 60% of the seats on the Board of Directors, a structure that was introduced
following the 2003 management overhaul after the injection of public funds. Since then, the Board
of Directors has stopped thinking like a bank so that each discussion and each decision is based
on relevance to customers and common sense.

Discussions of governance generally begin with form, but we need to always think about the
reason we introduced this governance system. Governance is not simply a system for checking.

At Resona, for example, after the Management Reform Committee, which consists of the
presidents and executives of Group companies, has thoroughly discussed various issues such as
competitiveness and enhanced profitability, outside directors screen those decisions at Board of
Directors meetings.

Our governance system incorporates external viewpoints on decisions about benefits for
customers and allows for a quick exchange of opinions. The greatest strength of this approach is

that it is rooted in our culture rather than being simply formulaic.

Realizing “Customers’ happiness is our pleasure”

The customer is the starting point for every industry. Many companies advocate the principle of
customer-first, but the effectiveness of that principle lies in a substantial commitment rather than
empty words. We need to listen to and learn from customers and then consistently deliver products
and services that reflect their needs.

The Resona Group’s goal is to be “Retail No. 1.” We cannot become No. 1 by doing the same
thing as our competitors. Following other companies is relatively easy, but the process of creating
original, customer-centric products and services involves facing serious headwinds. We must
create an organization that can overcome these headwinds. The Resona Group can then grow as
a company that supports the creation of a sustainable society and that is in line with its fundamental
stance of “Customers’ happiness is our pleasure.”

We are counting on your continued support.
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