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Economic Overview of Okinawa Prefecture &0 3 3£ $& 45

The prefectural economy is expected to continue expanding. Employment shows signs of improvement.

Changes in Tourist Numbers and Revenue Changes in Okinawa’s Future Population and Households
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Financial Summary (Consolidated/Non-consolidated):
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Highest ever non-consolidated profit. 2nd highest net income for consolidated
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Net Cost of Credit / Disclosed Claims

Downward trend for net cost of credit and disclosed claims
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Securities Q3R 3k R 45

Decreasing balance due to redemption of government bonds, but earnings are increasing
via diversification of operations

Changes in the Balance of Securities Changes in Marketable Securities Income
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Bottoming out occurs after introduction of negative interest

Changes in Income on Services for Clients Factors Behind YOY Change
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Deposits and loans 2 F S e

Steadily increasing deposits and loans balances but yield on investments is falling

Changes in Loans Changes in Deposits
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Diversification of earnings sources to increase commission income

Steady increase in
new commission income

Changes in Service Revenue
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Corporate Business Strategy
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Seeking to cultivate new business fields in addition to the lending business

Corporate Services Commission
Income Ratio

iness matchin
M&A her

¥ 86 million ¥ 84 millio

(45%) (44%)

Okinawa STARTUP PROGRAM

» This program will create and develop innovative
and competitive venture companies (start-ups)
from Okinawa using the networks and resources
possessed by the Bank of the Ryukyus and the
Okinawa Times

BOR Venture Fund

> In February 2018 we formed a fund managed by Ryugin
Research Institute of the Bank of the Ryukyus Group.
The fund, totaling ¥200 million, will contribute to the
development of the local economy by share-based
investment in promising Okinawan companies expected to
grow and expand in the future.

Syndicate Loans (Arranger)

» Trial Run by a Local Bank

Formed 2 cases with Mizuho Bank as the arranger (co-manager)

¥ September 2017
Participation: 6 financial institutions. Amount: ¥2 billion. Period: 20 years

¥ March 2018
Participation: 4 financial institutions. Amount: ¥1.3 billion.
Period: 10 years



Diversify Fee Business for Individuals Qs kR 47

Pioneering efforts among regional banks in Japan

Started the “Ryugin Card Merchant Service” under both international brands of VISA and MasterCard

TOPICS

. .. (Agreements) Changes in the Number of Credit Card

> Jan 2017 Start of credit card merchant management (acquiring) Merchant Agreements (Cumulative)
> Aug 2017 Adoption of mobile devices 2,500 2,201
» Nov 2017 Start to provide services linked to POS cash registers 2,000 |
> Dec 2017 Start to provide mobile devices to taxi operators 1500 1329
» May 2018 Start handling various types of electronic money ' '

(13 main brands) 1,000 |
» Jun 2018 Start merchant management together with

The Hida Credit Cooperative (Gifu Prefecture) 500 | 285
> Jun 2018 Start of alliance with Zamami Village Tourism Association 0 n

to seek out possible merchants Apr, 2017 Sep, 2017 Mar, 2018

Oct 2015 Launched VISA Debit Card Feb 2017 Start sale of ATM lottery

(Cards)
100,000

Changes in the Number of VISA Debit Cards Issued (Cumulative) (Milgfané ofyen)  Changes in ATM Lottery Sales Figures (Thousands)
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Assets in Custody
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Higher balance overall thanks to increase in sales of single-premium insurance
and investment trusts, offsetting a decline in government bonds
@iions Changes in Sales of Assets in Custody
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Personnel expenses, non-personnel expenses, and taxes remained roughly the same

(Billions
of yen)
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Changes in Expenses Changes in Non-personnel Expenses Breakdown
O Personnel expenses O Equipment and system costs O Outsourcing fees
N | O Services outsourcing fee OSG&A expenses
O Non-personnel expenses O Deposit insurance premiums 0O Other

O Taxes (Billions
23.6 23.7 of yen)
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Key investments in FY 2017

» Applied to new branches (2 branches, 1 loan center)
» Expand functions of credit card merchant devices
» Expanded functions of the Ryugin VISA Debit Card

» Lending smartphones for work use to all employees
and executives

End Mar. ‘15 EndMar. ‘16 End Mar. ‘17 End Mar. ‘18
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Personnel System Innovations 2EES R

Initiative to improve motivation and productivity of each employee

Abolition of the position age limit system Results for mid-career employment

» Major improvement in compensation for (1coases)
those aged 55 to 60.
Abolished system lowering pay of clerks at 55 and 8
removing titled employees from the line in principle

» System to engage employees 60+ in work 6
and maintain/improve their motivation. 4
To improve compensation for those continuing past
retirement age, we are developing a system for 2
performance-based bonuses and achieve income levels
on a par with clerks 0

FY2013 FY2014 FY2015 FY2016 FY2017

Changes in the Personnel Evaluation System Results for promotion of non-regular employees

Build a high-quality portfolio of human (Cases)
resources, to establish a sales structure truly 12 | 1
geared to clients 0 L

> Set new required knowledge level
» Abolished written tests for promotion

o N & O ©®

> Revision of personnel records, etc.

FY2013 FY2014 FY2015 FY2016 FY2017

14



Capital Adequacy Ratio QKR

The capital adequacy ratio rose due to a buildup in profit

Changes in Capital Adequacy Ratio Changes in Risk Assets
E—_3Regulatory capital (Bfillions
(Billions === Capital adequacy ratio (right scale: non-consolidated) of yen)
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Earnings Forecasts for the Midterm Period @ 3 3k $& 77

Aim to secure steady earnings by strengthening services revenue

‘:f":;::; Changes in Income on Services for Clients
& 1 d Medium-term Management Plan Period
6 | 53 5.5 5.3
4 3.3 § 3.3 29 3.3
0 .
End Mar. ‘14 End Mar. ‘15 End Mar. ‘16 End Mar. ‘17 End Mar. ‘18 End Mar. ‘19 End Mar. ‘20

Changes in Key Earnings Ratios

End Mar. ‘16 End Mar. ‘18 End Mar. 20
1%

0% 0% 1%
4% 5%
| | 7%

Diversification of Earnings

B Deposit and loan income and
expenditures

B Marketable securities income and
expenditures
Assets in custody fee income and
expenditures

M Credit card business fee income and
expenditures

M Other service profit income and
expenditures

m Other income and expenditures

17



Customer Centric 2017

New Medium-Term Management Plan:

Customer Centric 2017

Significance of Medium-Term Management Plan

Issues that the Bank must address have taken on more critical importance due to changes in

the business environment that were not identified at the time the previous medium-term

management plan was drafted. We ended the previous medium-term management plan early

and have defined new strategies that will properly deal with changes in the business

environment.

Shared Value 2015 Customer Centric 2017
April 2015 - March 2018 April 2017 — March 2020

Okinawa Prefecture's economy shifts into expansion

Heightened competition with financial institutions
Ingide and outside the prefecture

A

U0 AUS |RWa)X]

Drop in yield on loans

SSaUaJEME anss| / jJualuuoliAua ssauisng

Drop in capital adequacy ratio

v

Establish competitive superiority through an
evolution that includes greater use of IT, personnel
development and improved sales preparedness,
and wage a successful battle with competing
financial institutions outside the prefecture.

o
3

=5
S =
e o
2 3
35
o =
3

Approach
to solutions

Strong growth trend characterizes Okinawa's
/m

e |

Introduction of benchmarks for banks’ . pigerent situstion @
financial intermediary function

........................ TS ——

m Progress in FinTech
0 Tight labor market

\\ Drop in profitability

—Different situation m
—Different situation &
—Management issue 1

\ Drop in capital adequacy ratio —Management issue I

v

Need highly sustainable strategies 1o capture
revenue through customer-driven business activities
without entertaining price competition!

Approaches in New Medium-Term Management

Plan to Deal with Issues

We will seize opportunities from changes in the environment and build a business model to



address whatever issues appear in our operating path.

. - Drop in capital
Drop in profitability adesuacy Eatio
Unlikely to maintain revenue Business pursuits to compensate

level under existing business for narrower yields with higher
development format volume difficult to sustain

Business environment
Prolonged negative Introduction of Progress in FinTech Tight labor market
interest rates benchmarks Need to support labor and
Turns ability to respond to Need strategy to enhance productivity efforts of corporate
Need revenue source unaffected customers’ needs and address customer convenience that customers while achieving a
by market interest rates issues into a metric for selecting combines merits of real branches dramatic improvement in our own
a financial institution with advantages of FinTech operating efficiency

Desired strategic
direction

Require highly productive and sustainable strategies to capture revenue through

customer-driven business activities regardless of price competition!

Medium-Term Management Plan

Review activities aimed at capturing revenue from a customer-centric perspective and raise

sustainability of business model

Customer Centric 2017

Management goal: Realize customer-driven business model I

Create sustainable business mode Develop customer-driven approaches

that turns solutions to issues that
customers face into a core business for new target segment

T
Channel-marketing reform [

Realize one-to-one marketing that
places each customer in a spotlight

3
Branch frontline reform Innovative human resources development
]

Build seif-i ) Cultivate personnel who are able to
aney “‘:"" i provide diverse value that touches
perfectly geared to customers the hearts of customers

—l—

Numerical Targets



Review activities aimed at capturing revenue from a customer-centric perspective and raise
sustainability of business model

Consolidated
net income

Consolidated capital
adequacy ratio

Above ¥5 billion In the 8% range

Lending balance Deposit balance
¥1.6 trillion ¥2,160 billion

* Deposits + negotiable certificates of deposits

* Expected values for fiscal 2020, ending March 31, 2021



Management Policy

Forging Stronger Bonds of Trust with the Local Community

Management Philosophy

Bank of the Ryukyus (“the Bank”) has long followed a management philosophy of fostering a
relationship of trust with the local community so as to contribute to the development of
regional society. To continue putting this philosophy into practice in the future, the Bank and
its group will enhance the range and quality of services offered, while establishing sound
management practices that will enable us to cope with any change in the business
environment. By so doing, we aim to meet the needs of the local community.

We see our Bank as:A provider of
“solution-type” financial services

As a provider of “solution-type” financial services, the Bank will identify and resolve problems
and issues facing the region, its corporations and its individual customers. That is the vision.
Therefore, the Bank aims to promoting sustainable growth in partnership with our
community, corporate and individual customers, by strengthening its capabilities in
“solution-type” banking and providing a wider range of services.

We see our employees as:

1. People with a strong commitment to professionalism
Ability to demonstrate strong business knowledge and competence. Determination to
achieve goals.

2. People with imagination and initiative
Constant awareness of potential problems and a will to make changes when necessary.
Ability to set an example through own initiative.

3. People with self-development ability and good personality
Persistence in self-development, to improve competence and ability to adapt to change,
and willingness to embrace challenges.

4. Trusted by and popular with the local community



Ability to gain trust and support of local communities, and contribute to their growth

-
- L
\ -

o l_'-/

People with People with
a strong commitment self—development
to professionalism ability and good

personality

People with Trusted by and
imagination and popular with the
initiative local community

Bank of the Ryukyus



Organization

Annual Report

(As of April 1, 2017)

Planning Section

Profit Management Section
— General Planning Department Accounting Section
Administration Section
Secretariat Section
Subsidiaries & Affiliates Office
Community Relations Office

. Promoting Office for United Operating System
General Meeting of Stockholders | Tokyo Liaison Office

~— Personnel Department

I Board of Corporate Auditors/ } Personnel Development Office

Corporate Auditors

Board of Directors .
| e C Auditors ‘ Risk Management Department

) Customer Relations Office
Executive Committee Compliance Office

-

President | |Senior Managing Director| | Managing Director

S | Market Operations & Administration Section
B &l ; L Fund & Markets Section

_— . . Operations Planning Section
40 Planning Dey {— Computer Systems Planning Section

Operations Department
Retail Business Section
Business Planning Section
- Business Administration Department —— Payment Business Promotion Office
Direct Banking Center

L— Insurance Call Center
Loan Center

— Branch Administration Group
- Business Promotion Department —— Public Sector Group

Branch Support Group For Loan
Branch

Corporate Business Promotion Group
Medical Sector Group

Corporate Business Planning Department —— Business Succession and M&A Group

- Corporate Solution Group for Evaluation of Business Viabilty
' Regional Revitalization Group

Credit Planning Section
— Credit Examination Group
— Credit Department ———— Credit Administration Section
— Loan Collection Center
_— Real Estate Appraisal Group

— Corporate Finance Department

Corporate Loan Section

. . ) Personal Loan Section
Business Operations Department, Head Office
Deposit Section

Sales Promation Section

- Audit Department



Profile

Annual Report

Bank of the Ryukyus, Ltd. was established in
1948 under an ordinance of the U.S. military
for the purpose of restoring financial order
and stabilizing the currency in order to
facilitate the sound development of the

Okinawan economy. From its founding up

to the reversion of Okinawa to Japan, the
Bank dedicated itself to promoting the
development of the prefectural economy in

its role as the region’s de facto central bank.

When Okinawa was restored to Japanese sovereignty in 1972, the Bank reverted to the status
of an ordinary bank subject to Japanese banking law, and as the prefecture’s leading bank, it
facilitated the transition to the Japanese economic and financial systems. In 1983, we
became the first bank in Okinawa to be listed on the stock exchange, and in 1986
construction of our Computer Center was completed. In 1988, we established an international
foundation. In this way, the Bank has been simultaneously working to strengthen its business

structure and actively contribute to the prosperity of the regional community.

In June 2002, the decision was made to adopt an executive officer system, with the aim of
facilitating more rapid response to changes in the banking environment, while enhancing the
Bank’s competitiveness as well as its level of overall efficiency.

In 2004, we introduced an Internet banking service, thereby becoming the first bank in the
prefecture to offer online banking services for corporate clients.

In April 2015, we launched our new medium-term (four-year) management plan under the
name Shared Value 2015.



Corporate Data

Annual Report

Non-Consolidated Data
(As of March 31, 2016)

Date of
Establishment

May 1,1948

Paid-in Capital ¥ 54,127 million
Total Assets ¥ 2,167,169million

Number of

1,259
Employees

Number of Offices
(including Head
Office and Sub-
branches)

76

Number of
Shareholders

Stock Listings Tokyo Stock Exchange & Fukuoka Stock Exchange

Service Network
(As of March 31, 2015)

13,385

Head Office and Securities & International Department




11-1, Kumoji 1-chome (P.O. Box 310), Naha, Okinawa 900-0015, Japan
Telex: J79827

Phone: 098-866-1212

Fax: 098-863-8504

SWIFT: RYUB JPJZ

Tokyo Branch

Kanda 21 Building 4F, 2-2-16, Kandata-cho, Chiyoda-ku, Tokyo 101-0046, Japan
Phone: 03-5296-8611
Fax: 03-5296-8616

Board of Directors
(As of June 25, 2015)

President Directors Executive Officers

Tokei kinjo Yasushi Kawakami Toshiki Takehara
Satoshi Gibo Ryoji Toyoda

Senior Managing Keishi Fukuhara Yasushi Tokashiki

Director Masamitsu Arakaki Yasushi Shiroma
Moriaki Ota

Taketora Miyagi

Standing Corporate

Auditor

Managing Directors

Tamotsu Teruya
Komei Takara

Hidehiro Hayashi

Tomoyuki Matsubara

Corporate Auditors

Tsuyoshi Nakamura

Katsumi Yamashiro



Bank of the Ryukyus Group Companies

(As of March 31, 2015)

Ryukyu Leasing Co., Ltd.*

7-1, Kumoji 1-chome, Naha, Okinawa 900-0015, Japan
Phone: 098-866-5500

Established: May 1972

Paid-in Capital: ¥ 346 million

Line of Business: General leasing

Ryugin Hosho Co., Ltd.*

1-9, Tsubokawa 1-chome, Naha, Okinawa 900-0015, Japan

Phone: 098-832-1200

Established: July 1979

Paid-in Capital: ¥ 20 million

Line of Business: Housing loans, debt guaranty and insurance agency

Ryugin Business Service Co., Ltd.*

9-17, Kumoji 1-chome, Naha, Okinawa 900-0015, Japan

Phone: 098-863-4572

Established: September 1983

Paid-in Capital: ¥ 10 million

Line of Business: Cash inspection and arrangement, Cash Dispenser/ATM management
and maintenance

Ryugin DC Co., Ltd.*

7-1, Kumoji 1-chome, Naha, Okinawa 900-0015, Japan
Phone: 098-862-1525

Established: April 1984

Paid-in Capital: ¥ 195 million

Line of Business: Credit cards, financing



Ryugin Office Service Co., Ltd.*

4-1-1, Uchima, Urasoe, Okinawa 901-2121, Japan
Phone: 098-876-7130

Established: June 1999

Paid-in Capital: ¥ 10 million

Line of Business: Clerical services

Ryugin Research Institute., Ltd.*

1-9, Tsubokawa 1-chome, Naha, Okinawa 900-0025, Japan

Phone: 098-835-4650

Established: June2006

Paid-in Capital: ¥ 23 million

Line of Business:

Industrial, economic and financial surveys and research; planning and organization of
conferences and training

*Consolidated subsidiaries



Message from the President

Annual Report

Greetings to all and my sincerest thanks for your continued support.
The following is a report on our operations and accounts for the 102nd
Term (April 1, 2017 to March 31, 2018).

Financial & Economic Environment

During fiscal 2017, the Japanese economy saw a gradual growth in capital spending thanks to
improved corporate earnings on the back of an export recovery. Additionally, a steady
improvement was seen in the employment situation, against the background of increases in the
total labor force and the number of persons in active employment, as well as a decline in the
number of unemployed, among other factors. As a result, consumer spending maintained the
previous year's recovery trend, and the gradual recovery of the overall economy continued.
Turning to the economy of Okinawa Prefecture, the tourism sector recorded a strong performance,
with the number of tourists from outside the prefecture maintaining its upward trend, and
consumer spending remained vigorous thanks to a steady improvement in the employment
situation. The construction industry as a whole posted a healthy performance on the back of high
levels in both corporate capital investment and public works spending. As a result, the prefectural
economy as a whole continued to grow.

Business Activities and Performance
Results

Amid this environment, during fiscal 2017—which was the first year of our new Customer Centric
2017 medium-term management plan—we worked to expand our customer base in pursuit of the
goal of building a customer-centric revenue model, and to strengthen the Bank’s non-interest
income. At the same time, we also focused on restructuring the Bank’s overall system, including
the vigorous pursuit of measures to enhance operational efficiency and reform our personnel
system.

Regarding our corporate business strategy, we embarked on a number of projects—all unique to



Okinawa Prefecture—to help create and nurture startup companies. For example, we held the
OKINAWA Startup Program, following the previous year’s similar program, and established the
BOR Venture Fund No.1 Investment Business Limited Partnership. We also worked to ensure the
smooth provision of necessary financing to small and medium-sized enterprises, including acting
as a joint arranger with Mizuho Bank for syndicated loans to corporations within Okinawa
Prefecture. In credit card services for affiliated stores, which we commenced handling in fiscal
2016, we took steps to expand the use of cashless transactions within Okinawa Prefecture by
strengthening the electronic payment infrastructure. This included the extension of our credit card
services to point-of-sale cash registers at more stores as well as to taxi operators, and the
conclusion of a business tie-up agreement with The Hida Credit Cooperative (Gifu Prefecture).

In our individual business strategy, we became the first regional bank in Okinawa Prefecture to
offer customers the convenient option of applying for life insurance policies or loans using tablet
computers. This makes it simpler and quicker to fill out the necessary forms.

To enhance productivity within the Bank, we adopted Workplace by Facebook, among other
measures, to facilitate easy communication between executives and other employees. At our
Direct Banking Center—a non-face-to-face banking channel for loan applications—we introduced
robotic process automation (RPA) software. We plan to monitor the effectiveness of RPA with a
view to expanding its area of application if results are positive.

In addition to the above, during the reporting term we upgraded the status of our Naha Port and
Nakijin sub-branches to provide a more convenient service, and Ryukyu Lease Co., Ltd. was made
into a wholly-owned subsidiary to more fully enable the BOR Group as a whole to meet diversifying
customer needs. We believe these moves will speed up decision making within the Group and
improve efficiency. We also plan to further enhance our community-centered services through
strengthened intra-Group collaboration.

Issues Facing the Bank

While the economy of Okinawa Prefecture is maintaining a favorable trend, the Bank’s operating
environment is becoming increasingly difficult amid the maintenance of the BOJ’s negative
interest rate policy and stiff competition for loan business among financial institutions both within
the prefecture and elsewhere in Japan. In response to this situation, in our services targeted at
individuals we have been issuing debit cards and expanding our transactions with customers of
working age whose need for asset building is prominent. In our services for corporate clients, we
have been offering optimal solutions tailored to each client’s situation, based on business
feasibility assessments. Such solutions include assistance with business succession plans, M&As,
the arrangement of syndicated loans, and so on. Through these measures, in addition to further
growth in our credit card services for affiliated retail outlets, among others, we are working to
build a customer-centric revenue model, the prime goal laid down in our Customer Centric 2017
medium-term management plan.

July 2018
Yasushi Kawakami,

President
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BANK OF THE RYUKYUS, LTD. and consolidated subsidiaries

Consolidated Balance Sheets
As of March 31, 2018 and 2017

e Bank of the Ryukyus, Ltd.

Millions of Yen (Note 1)

Thousands of

U.S. Dollars (Note 1)

2018 2017 2018
Assets
Cash and due from banks (Notes 4 and 7) ........ccccoceveeeevreererereeereerererenenn. ¥ 203,196 ¥ 213,378 $ 1,912,619
Call loans and bills bought (INOtE 4) ......ceveuemiiriririeeeeiireeeeieee e 816 4,309 7,686
Monetary claims BOUZHL .......c.oovvirueueieiiiririiieiee e 117 174 1,109
Money held in trust (NOLE 4) ...ocveveveveieeiieieiereeeie et 10,461 — 98,471
Securities (NOES 4, 5 aNA 7) cvovvvrrvevirereieiiieieiereieseetse et ese s 407,845 424,568 3,838,906
Loans and bills discounted (Notes 4, 6 and 7) ......ocveverererrieririnrereernienirinnenas 1,599,993 1,511,119 15,060,182
FOreign eXChamnges ........ceceeuiriiirieieueieiieriieeie ettt 9,405 7,305 88,533
Lease receivables and lease investment assets (NOte 7) ......cooeveveriiereennns 21,333 21,259 200,809
Other aSSEts (NOTE 7) ..vveueuiriieieieneriirieieteieieiee ettt sttt 74,568 43,187 701,885
Property, plant and equipment (NOte 9) .....ceveeiriririerereieierieieiereees e 24,097 22,889 226,821
Intangible fIXEd ASSELS ...ovvvrvevirereeeiirieietereieeist ettt s e s e s 3,441 3,280 32,393
Net defined benefit aSSEt ......ceeviririririereiiiriieeeie e 486 — 4,583
DEfrTed taX @SSELS ..e.vveveveverinisirieeeieteieseeetetetesesetese et tetese et b seseseeeseene 4,136 4,763 38,933
Customers’ liabilities for acceptances and guarantees (Note 10) ................ 7,528 7,722 70,866
Allowance for L0an LOSSES ..........c.eueueueuiiriririeeerit sttt seeenes (8,669) (10,440) (81,601)
TOLAL ASSELS ..vevvenieiieeeteteieect ettt ettt st es 2,358,761 2,253,518 22,202,195
Liabilities
Deposits (Notes 4 and 7) .....cccceereririririeeeenenenns 2,083,768 2,014,897 19,613,789
Negotiable certificate of deposits (Note 4) 24,042 22,925 226,304
Payables under repurchase agreements (NOt€ 7) .....cccoeveeereeirieririereeenenennen. 43,793 16,280 412,213
Borrowed money (NOtes 4 and 7) ......ccvevevevevereeinerinieiereieeseseesesesesassnsnenes 42,116 42,493 396,430
FOreign €XChanges ........ceceeiriiirieiereiiiierieisiee ettt 128 309 1,208
Bonds payable (Notes 4 and 8) ......cceeiriririrvereeiisiieiereieeeesseseseveses e 12,000 12,000 112,952
Other HADILIIES ...v.vevevevereiiieiieteieis ettt 22,976 20,129 216,269
RESEIVE fOr DOMUSES ....cveiviiviieieiieieeeeeceeeeet ettt et ev e eaeereeae e 695 573 6,547
Net defined benefit Hability ...........cocooveiereiiierieieeieieeiee e 622 1,944 5,864
Reserve for retirement benefits for directors and corporate auditors ........... 19 13 185
Reserve for reimbursement of dormant deposits .........ococeeveirieriverevereririnnnnas 175 205 1,648
Reserve for CONtiNGENt 10SSES ......ovevevivirerieiivereeiiiriiesereieeeessesesesesssssnsenes 118 122 1,117
Reserve for point SErvice ProOgram .........coveueveueueeiriririereeeseeireresieseseseeeseseenes 147 136 1,389
Reserve for losses on interest PAYMENt .........cccvevrervreevereeerererieeereeiresereeneeas 496 580 4,669
Deferred tax Habilities .........cccoveveieieirieriieieieieeiee et 2,193 — 20,643
Deferred tax liabilities for land revaluation (Note 11) .......cococvevreveverenennnee. 7,528 2,193 70,866
Acceptances and guarantees (NOte 10) .....o.oveveeriirieieereeiirieeereeseeeenenes 2,240,823 7,722 21,092,093
Total HADIIILIES ...vvueeeeeieeeiciete et 2,083,768 2,142,529 19,613,789
Net assets (Note 12)
CaPILAl STOCK ...vivieiieieietiieteeetet ettt ettt e 54,127 54,127 509,480
Capital SUIPIUS ...c.cverieiieieire e 11,437 10,054 107,657
Retained €arNiNGs .....ccveveveveeiiiiriereieiieieeteiesete et ese et e s sttt sssenenes 50,271 42,822 473,191
TIEASUTY SLOCK -..evviiieieeeiircrce ettt senen (375) (481) (3,536)
Total shareholders” €qUILY .......ccoeoviririeieeeieiirieisieiee et 115,460 106,522 1,086,792
Valuation difference on available-for-sale SECUrities ............cccocoevevveeerennn. 1,497 1,905 14,092
Deferred gains 0n hedges .........ooveeieiiririiieieeireeeee e 0) 0 0)
Revaluation reserve for land (Note 11) ...occooviviiviivieiiiiiicieeceeeeeee, 1,323 1,323 12,457
Remeasurements of defined benefit plans ...........cocoovoveereeennnnncccenn (580) (1,463) (5,468)
Total accumulated other comprehensive inCome ............ccoeveveeveveerenennnne. 2,239 1,766 21,081
Stock acqUISTTION TIZRES ..evevivieieiieieieieieiie et 236 238 2,229
Non-controlling INEETESLS ......c..evrverreirrerirreeriniernietneiererereereesereseereseenenens — 2,461 —
TOLAl NEL ASSELS .vvvvvrerereieeieeieieteteteiese sttt s es bt eseaeaes 117,937 110,988 1,110,102
Total liabilities and NEt ASSELS ......cevevevrvririiriirieeieieieieeeeeiee e ¥2,358,761 ¥2,253,518 $22,202,195

See accompanying notes to consolidated financial statements.



BANK OF THE RYUKYUS, LTD. and consolidated subsidiaries

Consolidated Statements of Income
As of March 31, 2018 and 2017

e Bank of the Ryukyus, Ltd.

Thousands of
Millions of Yen (Note 1) U.S. Dollars (Note 1)
2018 2017 2018
Income
Interest income:
Interest on loans and diSCOUNLS ..........covveriruereeirtirieieeeceeseeee e ¥26,259 ¥26,601 $247,173
Interest and dividends 0N SECUTIIES ........c.cceerririreccecirierererrirr e 3,092 3,374 29,112
Other INETESt INCOME ....vevivieiiierereiieieeieierete et eteaese e seses s ese e s esenes 520 434 4,899
Fees and COMMUISSIONS ...veveviviieieiereieieeiieteteseeesesiseesesesetesessssesesesesesssessssesenes 9,362 8,705 88,123
Other Operating iNCOME .........c.ovevevevrieeirieietereeesiseeseseseteseesss s sesesesssesssneseses 18,768 17,489 176,661
OBhET INCOME ...vivvieieieietereieeisit ettt sese s s bt s s s b s sesssesesnsenas 5,037 4,115 47,415
TOLAl INCOME ...ttt ettt eaenens 63,041 60,720 593,383
Expenses
Interest expenses:
INtETest ON AEPOSILS ..uvuveveveriririeieiereieieeieeteiet ettt s et seesess bbb s seesesenas 1,295 1,626 12,198
Other INETESE EXPEINSES .v.vevrviriirererereeiiesisesereseseessesesesesesssesssesesesssssssssseseses 240 280 2,265
Fees and COMMUISSIONS ....ouvuiririeieieriieiieiieteiereeeesie et sesetesesssesesesesesssesssssenas 4,411 4,088 41,527
Other OPErating EXPENSES ......vvvvvevevereeririrrereresesesissssesesesesesssssesesesesessssssesess 16,606 15,884 156,313
General and administrative EXPENSES .........ooveivieueierereereeierieereeereeeeseenenas 26,611 26,390 250,482
Other eXpenses (NOE 13) .ovouiiiriiiiiiiietiieeiiee ettt 1,524 2,786 14,345
TOLAl EXPENSES ..vivrvrrieiiererieieiriieseseseeeestsseseteeseessesesesesesssesssesesesnsssesenas 50,690 51,056 477,130
Income before INCOME TAXES ....oveveveveriririeiirereieisise ettt es et saesenes 12,350 9,664 116,253
Income taxes:
CUITENIE oottt ettt ettt 3,038 1,904 28,605
DETEITEA ..ottt ettt ettt b et ess s bbb sesesssessenes 426 1,039 4,017
TOtal INCOME TAXES ..vevvevvererreieiriiereieteeie ettt et eee e es s senens 3,465 2,943 32,622
PIOTIE ettt 8,884 6,721 83,631
Profit attributable to non-controlling iNtETeStS ..........cceveerirerrrrereeniresienenas 99 226 939
Profit attributable to OWNETs Of PArENt ......c.eveveeriiriereeereeiieeereiereeeise e ¥ 8,785 ¥ 6,494 $ 82,692
Yen U.S. Dollars (Note 1)
Per share of common stock (Note 13):
Net INCOME — DASIC euvevvvrieeiieieieieeee ettt ettt eas ¥230.33 ¥170.51 $2.17
Net income — diluted .....o.oviirieieeeieieee s 229.19 169.67 2.16
Cash dividends applicable to the year ...........ccccccoevevivieeciericriieiieieeenee 42.00 35.00 0.40

See accompanying notes to consolidated financial statements.



e Bank of the Ryukyus, Ltd.

BANK OF THE RYUKYUS, LTD. and consolidated subsidiaries

Consolidated Statements of Comprehensive Income
As of March 31, 2018 and 2017

Millions of Yen (Note 1)

Thousands of
U.S. Dollars (Note 1)

2018 2017 2018

Profit ¥8,884 ¥ 6,721 $83,631
Other comprehensive income:

Net unrealized gains on available-for-sale securities ............ccccovrvreeenee. (408) (2,939) (3,845)

Deferred loss on derivatives under hedge accounting ............coococevueeevee ) 1 (6)

Remeasurements of defined benefit plans ........c.cccovvveveveeirenieinierenenne. 882 194 8,307

Total other comprehensive iNCOME ..........ccovvvvreeveieveeninirireeeeeae 473 (2,744) 4,456

COmMPIENENSIVE INCOME ...vuvvvevereeieieieieiereiesieieteseteseeeess et sesstesessseseseseanss 9,358 3,977 88,087
Attributable to

OWNETS OF the PATENT ...vviveviniieieieieiecreeeeiei ettt 9,258 3,750 87,147

NON-CONrolling INEETESLS .....veveveverieirerereieeiisiieieteieeee et seesesns 99 226 940

See accompanying notes to consolidated financial statements.



e Bank of the Ryukyus, Ltd.

BANK OF THE RYUKYUS, LTD. and consolidated subsidiaries

Consolidated Statements of Changes in Net Assets
For the years ended March 31, 2018 and 2017

Thousands of

Millions of Yen (Note 1) U.S. Dollars (Note 1)
2018 2017 2018
Shareholders’ equity
Capital stock:
Balance at end of the Previous YEar ...........ccoeveuriericeiverieierieereeereeseeeeeennns ¥ 54,127 ¥ 54,127 $ 482,459
Changes during the year — — _
Balance at end 0f the YEar ..........cocovoiiiueviieieieirieieieeee e ¥ 54,127 ¥ 54,127 $ 482,459
Capital surplus:
Balance at end of the Previous YEar .........cccocveveveveeieiereeveeereeee s ¥ 10,054 ¥ 10,054 $ 94,639
Changes during the year: 0
Increase by share exchanges 114 — 1,079
Sale Of treasury SEOCK .......cveiivevieieiiieriietei ettt eae e a4) 0 (140)
Change in treasury stock of parent arising from
transactions with non-controlling shareholders ...........ccccocoeoerinenneee 1,283 — 12,079
Total changes during the year 1,382 0 13,018
Balance at end 0f the YEar ...........cocovuevveveereiveriesieriesiesee e seesees ¥ 11,437 ¥ 10,054 $ 107,657
Retained earnings:
Balance at end of the PrevioUS YEar ..........coeveervevereevevereereereesesseeseseeeesenens ¥ 42,822 ¥ 37,660 $ 403,073
Changes during the year:
Cash diVIAEndS .......cooueviururiiieiei ettt (1,335) (1,332) (12,574)
Profit attributable to parent of the OWNET ...........c.cvververververiesierresieeneenenns 1,283 6,494 82,692
Total changes during the Year .............occoceieveiriericiieieieeeeeeevenn 1,382 5,162 70,117
Balance at end of the year ¥ 11,437 ¥ 42,822 $ 473,191

Treasury stock:
Balance at end of the Previous YEar ..........c.cveueerieireinieerierreeeisniesesseenas ¥ (481 ¥ (513) $ (4,536)
Changes during the year:

Increase by share eXChanges ..........cccceveviieieirierieeeieieece e 612 — 5,768
Purchase of treasury StOCK ........coeirieenieeiriee e (595) (1) (5,608)
Sales Of rEASUTY STOCK ...vevvvvrieieieieieeeeteresesesses s sesesasae s 89 33 840
Total changes during the YEar ............ccoeeeeeeeveveveveeieeeeeerereereeeas 106 31 1,000
Balance at end 0f the YEar .........cevirieeuriiieiriieinieieeesce e ¥ @375 ¥ (481 $  (3,536)
Total shareholders’ equity:
Balance at end of the PrevioUuS YEAr ..........c.cevevieeveverereeieieereseseveeeses e ¥106,522 ¥101,328 $1,002,657
Changes during the year:
Cash dIVIAEndS .......cceevieeurieieiriieiniteee et (1,335) (1,332) (12,574)
Profit attributable to parent of the OWNer ............ccocvovevieueieriirieiinnen 8,785 6,494 82,692
Reversal of revaluation reserve for land ............ccoooeeiiiiviiiiiveiiee, 727 — 6,846
Purchase of treasury stock ... (595) (1) (5,608)
Sales Of treasury SLOCK .......oevieeirieiiiereeiit ettt enne 74 33 700
Change in treasury stock of parent arising from
transactions with non-controlling shareholders .............cccoeveevieniennne 1,283 — 12,079
Total changes during the Year ..........c..ococevveveiveeririieieieeeieeevenn 8,938 5,193 84,134
Balance at end 0f the YEar .........cccceviviieieievireriieeieeereeeceeee et ¥115,460 ¥106,522 $1,086,792




BANK OF THE RYUKYUS, LTD. and consolidated subsidiaries

Consolidated Statements of Changes in Net Assets
For the years ended March 31, 2018 and 2017

e Bank of the Ryukyus, Ltd.

2018 2017 2018
Accumulated other comprehensive income
Valuation difference on available-for-sale securities:
Balance at end of the Previous YEar ..............cccoueveeuereeveceeververeeresseseesessnen, ¥ 1,905 ¥ 43845 $ 17,937
Changes during the year:
Net changes in items other than shareholders’ equity .........cccccoeveirinnenes (408) (2,939) (3,845)
Total changes during the YEar .............cceveverurveevruererrseneeinsesesonen. (408) (2,939) (3,845)
Balance at end 0f the YEATr .........ocoeviueviiieieiieeieieieiee e ¥ 1,497 ¥ 1,905 $ 14,092
Deferred gains on hedges:
Balance at end 0f the Previous YEar .........cccoeueeiernerieerneeeerneeiernenieneeens ¥ 0 ¥ 0 $ (6)
Changes during the year:
Net changes in items other than shareholders’ equity ..........ccccceeeurenene. ) 1 (6)
Total changes during the year 0) 1 6)
Balance at end of the year ..................... ¥ 0) ¥ 0 $ 0)
Revaluation reserve for land:
Balance at end of the Previous YEAr .......cceveeeeriririereeieieeeeereieses e ¥ 1,323 ¥ 1,323 $ 12,457
Changes during the year:
Net changes in items other than shareholders’ equity .........cccccecverueneee — — —
Total changes during the Year ...........ccoceveeieeieienineneeieeeeceieene — — —
Balance at end of the Year ..........cocooiieirieieineecce e ¥ 1,323 ¥ 1,323 $ 12,457
Remeasurements of defined benefit plans:
Balance at end of the previous Year ............oooeeeeerieieiririceeeeeeeeeenene ¥ (1,463) ¥ (1,657) $ (13,775)
Changes during the year:
Net changes in items other than shareholders’ equity ............ccccoueeee. 882 194 8,307
Total changes during the YEar ...........cccoeeeiriririereeieiresiereeeenenns 882 194 8,307
Balance at end of the Year ..........cocooiieieeieineecce e ¥ (580) ¥ (1,463) $  (5,468)
Total accumulated other comprehensive income:
Balance at end of the previous Year ..........ocoeoeeeeieirnnnnenceeeeeeeee ¥ 1,766 ¥ 4510 $ 16,626
Changes during the year:
Net changes pin items other than shareholders’ equity .........cccccoovvveene. 473 (2,744) 4,455
Total changes during the Year ...........cccoeeeeriririreeeininreeeeeeenes 473 (2,744) 4,455
Balance at end 0f the YEar ..........cocceeieiiiereiiieriieeieeece s ¥ 2,239 ¥ 1,766 $ 21,081




e Bank of the Ryukyus, Ltd.

BANK OF THE RYUKYUS, LTD. and consolidated subsidiaries

Consolidated Statements of Changes in Net Assets
For the years ended March 31, 2018 and 2017

Thousands of

Millions of Yen (Note 1) U.S. Dollars (Note 1)
2018 2017 2018
Stock acquisition rights
Balance at end of the Previous YEar ..........cccoovevevveviriereiereeieeeieiesiereeenens ¥ 238 ¥ 204 $ 2,244
Changes during the year:
Net changes in items other than shareholders’ equity .........ccccceoveirenennee a) 33 as)
Total changes during the Year ...........cccoeeuerrrrneneierereeesrenenene ) 33 (15)
Balance at end of the Year ..........cocooiieieeieeinrcee e ¥ 236 ¥ 238 $ 2,229
Non-controlling interests
Balance at end of the Previous Year ...........ccoceeevieveeeieeeiiereeeneeiesereeeeenenns ¥ 2461 ¥ 2,240 $ 23,172
Changes during the year:
Net changes in items other than shareholders’ equity .........ccccccovvirenenee (2,461) 221 (23,172)
Total changes during the YEar ...........cccoeeeiriririereeieiresiereeeenenns (2,461) 221 (23,172)
Balance at end 0f the YEar ........cccooveeirieieieiieiiee e ¥ — ¥ 2461 $ —
Total net assets
Balance at end of the previous Year ..........ooeoeeeeeeirrnnnenceceeeeeene ¥110,988 ¥108,284 $1,044,699
Changes during the year:
Cash divIdends .......ccocovriririieeicieiee s (1,335) (1,332) (12,574)
Profit attributable to parent of the OWNET .......cveveevirieieiereeiiieiieneen, 8,785 6,494 82,692
Reversal of revaluation reserve for 1and ...........ccceeveivvieeeiinnininierenenen, 727 — 6,846
Purchase Of treasury StOCK ........ccovereiiceeueueieirirerreee e (595) (1) (5,608)
Sales Of treasury SLOCK .......oveveeeirieiiiereeiit et 74 33 700
Change in treasury stock of parent arising from
transactions with non-controlling shareholders ..................ccccooooeee. 1,283 — 12,079
Net changes in items other than shareholders’ equity ..........ccccceeueennne. (1,990) (2,489) (18,732)
Total changes during the Year ..........cccocveeeeeieirieieniseieeeeeeeeeee 6,948 2,704 65,403
Balance at end 0f the YEar ........ccceceviviriririeieeiesie et ¥117,937 ¥110,988 $1,110,102

See accompanying notes to consolidated financial statements.



BANK OF THE RYUKYUS, LTD. and consolidated subsidiaries

Consolidated Statements of Cash Flows
For the years ended March 31, 2018 and 2017

e Bank of the Ryukyus, Ltd.

Millions of Yen (Note 1)

Thousands of
U.S. Dollars (Note 1)

2018 2017 2018
Cash flows from operating activities
TNCOME BEfOTE INCOME LAXES ...vevevieieeieietiieieiiet ettt ettt es e s seseesess ¥ 12,350 ¥ 9,664 $ 116,253
DIEPIECIATION ...vvvieiaiiieteteteeitsietese e ieeee et sete st ssebesetesesess s besesesess st esesesesesessssessesesans 2,687 2,697 25,298
Increase (decrease) in allowance for 10an 10SSES ........cvovrvrveverereiiririeiereeeie e 1,771) (670) (16,673)
Increase (decrease) in TESEIVE fOr DOMUSES ......oveviveveveeiririeieiereiesieiseeee et eseseseeseenas 122 7 1,151
(Increase) decrease in net defined benefit aSSet.........coovvviveeueueeieninirieieeeesreee e 195) (366) (1,839)
Decrease (increase) in net defined benefit Hability.........ccoovovvveueueeerininirieeeiiecreeenee (354) 4 3,333)
Incilrgase (decrease) in reserve .for retirement benefits for 5 (60) 54
irectors and COrporate AUAILOLS .........c.eiiririerierieiee et st
Increase (decrease) in reserve for reimbursement of dormant deposits ...........ccccceueurenne 30) (18) (285)
Decrease (increase) in reserve for contingent loSSESs ..........ecvvueverieerinieireirieeerineeneenes “4) 1 40)
Increase (decrease) in reserve for point SErvice Program ..........ccecevvreeveeeveeenecreensuenenen. 10 (492) 100
Increase (decrease) in reserve for losses on interest payment..............coeeeeeeeeeeeeerenenenen. (84) (30,410) (795)
TOEETESE INCOIMIC - ..ottt (29,872) 1,906 (281,184)
INEETESE EXPEISES ...vevevvririaierreseeesisieetesesetesessssesasesesesessssesesesesesessssesssesesesessssssesesesesessans 1,536 (496) 14,463
Other gains (I0SSES), MEL ........ceeueureeeeieieirireec ettt aeeee e (2,365) (64,143) (22,264)
Increase in loans and bills diSCOUNEd .........cceeiriiririeieiiiniireeece e (88,873) (14,869) (836,538)
TNCTEASE N AEPOSIES ....vvieivieirieietetieietet ettt ettt a ettt b st ees s seaseseseesens 68,871 22,925 648,261
Increase in negotiable certificate Of dEPOSILS........oveveveriririririeieieeierirreeee e 1,116 198 10,512
Increase (decrease) in borrowed money (excepting subordinated borrowings).............. (376) 4,042 3,543)
Decrease (increase) in due from banks (excluding due from central bank).................... 100 (3,467) 950
Decrease(increase) in Call L0ANS .......c.cvevevivereveieirieieieteeeieieet ettt seseans 3,548 5,318 33,402
Increase (decrease) in payables under repurchase agreements ............coceeeevereririenenenen. 27,513 (3,982) 258,971
Net change in foreign exchange accounts (8SSES)........oeveueuerririruerereerereerriereeeereeeenas (2,100) 208 (19,771)
Net change in foreign exchange accounts (liabilities) ........cccovviriruerereeririrrrieeeereeees (181) (482) (1,709)
Decrease (increase) in lease receivables and lease investment assets...........ccoovvecennee (73) — (688)
Decrease (increase) in initial clearing margin for CCP .........ccccecevvririeiereecienieienenenn, (29,300) 30,452 (275,791)
Interest and dividends T€CEIVEd .........cveuiuririiireieieieierrr et 30,100 (2,218) 283,329
TOEETESE PAIA vttt ettt s s s et es et s et s b s senanns (1,693) (1,679) (15,943)
OERET, MEL. vttt sttt es e s s s 2,272 (45,930) 21,388
SUBDLOTAL -ttt 7,039 (3,399) 66,263
INCOME tAXES PAIA....vvvivieiieirereieiieit ettt ettt e st bebeteseses bbb esesese e esesesesesesnas (1,344) (49,329) (12,656)
Net cash used in operating aCtivities........ceovvrtrirueuererieirieirieieeereeeieteee e enene (8,384) (49,329) (78,919)
Cash flows from investment activities
Purchases of securities (244,501) (208,310) (2,301,407)
Proceeds from Sales Of SECULITIES ......euveririereueuiiirieieieieect ettt 134,379 113,619 1,264,871
Proceeds from redemptions Of SECUTTHES ....eveveveiirverererieiirtereieree et 125,890 136,564 1,184,964
Increase in MONEY held N trUSE ......cvoveveveviiiieieicetce et (10,500) (3,500) (98,833)
Decrease in MmONey held in trUSE .......ooveeieieieeirieeiiee ettt 0 4,811 1
Purchases of property, plant and eqUIPmMENt ...........ccceceveririirieiiirinieiieneneneeeereeane (3,047) (2,685) (28,683)
Purchases of intangible fIXed SSELS .......ccevueveiririririeieiieiireieieiee e (1,251) (780) (11,780)
Proceeds from sales of property, plant and equIpmMEnt ..........cccoceueeririreereereeneririenenenens 286 309 2,698
Payments for disposal of property, plant and eqUIPMENt ..........cceceevrvrierereereirerieierenenen, 35) (40) (334)
Net cash provided by investment aCtiVities .........cececeeerereriereeriririreeeeeeeereeeeenenne 1,221 39,988 11,497
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BANK OF THE RYUKYUS, LTD. and consolidated subsidiaries

Consolidated Statements of Cash Flows
For the years ended March 31, 2018 and 2017

Thousands of

Millions of Yen (Note 1) U.S. Dollars (Note 1)
2018 2017 2018

Cash flows from financing activities
Cash dividends PAId ...........cvevervrviveieeieeie ettt (1,334) (1,333) (12,564)
Cash dividends paid to minority SharehOlders ............ooveveierrieinierieneiriseeseieieeeeseeseeeseeeeas 6) @) (65)
Payments 0f 1€aS€ ODIIZALIONS .......c.cvvevrvrvieriiieiiietesiesessessie ettt 479) (599) 4,512)
Purchases of treasury stock ................. (595) (D (5,608)
Proceeds from sales Of treasury StOCK ..........oeveueueuciieiiiieniie e 74 0 700
Purchase of investments in subsidiaries resulting in no change in scope of consolidation ..... (550) — (5,178)

Net cash used in fiNANCING ACHVITIES ..vuvvurereerieeereirereneeeieceseis et seeens (2,892) (1,939) (27,227)
Effect of exchange rate changes on cash and cash equivalents ............cooooeveureineineeneninnnns (25) 3) (241)
Increase (decrease) in cash and cash €qUIVAIENLS .........ocvieireireieeneeneeneincee e s (10,081) (11,284) (94,891)
Cash and cash equivalents at beginning 0f the YEar ..........cocveuevierreeirerireeeeeee e 213,040 224,324 2,005,273
Cash and cash equivalents at end of the year (Note 2) .......cccccocvrrvrericcrvcvcncncnscvccece. ¥202,959 ¥213,040 $1,910,382

See accompanying notes to consolidated financial statements.
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BANK OF THE RYUKYUS, LTD. and consolidated subsidiaries

Notes to Consolidated Financial Statements
For the years ended March 31, 2018 and 2017

1. Basis of Presenting Financial Statements

The accompanying consolidated financial statements of Bank of the Ryukyus, Ltd. (the “Bank™) and consolidated subsidiaries
have been prepared in accordance with the Japanese Financial Instruments and Exchange Act, the Company Act of Japan, the
Japanese Banking Law, and in conformity with accounting principles generally accepted in Japan and, where applicable, with the
accounting and reporting guidelines prescribed by banking regulatory authorities, which may differ in some material respects
from accounting principles and practices generally accepted in countries and jurisdictions other than Japan.

In the preparation of these financial statements, certain items on the domestically issued financial statements have been
reclassified and rearranged considering the convenience of readers outside Japan. Also, some of the notes to the domestically
issued financial statements have been omitted in case such omissions do not affect the financial statements materially.

The Japanese yen figures in the financial statements are in millions with fractions omitted.

The U.S. dollar figures are computed solely for convenience, at the exchange rate of ¥106.24 per US$1.00, the rate prevailing
on March 31, 2018.

2. Significant Accounting Policies
(a) Consolidation
The consolidated financial statements include the accounts of the Bank and its six subsidiaries.

Assets and liabilities of consolidated subsidiaries at the time of initial investment are valued at market. Amortization of

consolidation adjustment is charged to income as incurred.

(b) Statement of Cash Flows

Cash and cash equivalents in the statement of cash flows represents cash, due from the Bank of Japan, deposits with other banks
repayable on demand and time deposits with term of three months or less among “cash and due from banks” in the balance sheets.
(c) Foreign Currency Translation

Assets and liabilities in foreign currencies are translated into Japanese yen at the rates prevailing at the balance sheet dates.

(d) Trading Account Securities

Under the Accounting Standards for Financial Instruments, trading account securities are stated at fair value.

(e) Securities

Under the Accounting Standards for Financial Instruments, held-to-maturity debt securities are stated at amortized cost and the
securities which are defined as available-for-sale securities by the standards, are stated at fair value, whenever such value is
available, otherwise are stated at moving average cost or amortized cost.

Valuation difference on available-for-sale securities are reported, net of applicable income taxes as a separate component of net
assets.

The assessment of securities operated as trust property in money held in trust for isolated operation, mainly for the purpose of
securities operation, are stated at fair value.

(f) Derivatives
Derivatives are stated at the fair value.
(g) Hedge Accounting
i. Hedging against Interest Rate Changes

The hedge accounting method applied to hedging transactions for interest rate risk related to financial assets and liabilities is
deferred hedge accounting, as stipulated in the “Treatment for Accounting and Auditing of Application of Accounting Standards
for Financial Instruments in the Banking Industry” (JICPA Industry Audit Committee Report No. 24).

The Bank assesses the effectiveness of such hedging transactions in offsetting movements of the fair value accompanying
changes in interest rates by classifying the hedged items (deposits, loans) and the hedging instruments (interest swaps) by their
maturity. For cash flow hedges, the Bank assesses the effectiveness of such hedging transactions in fixing cash flows by verifying
the correlation between the hedged items and the hedging instruments.

The Bank applies a special treatment which is stated by the “Financial Instruments Standards” of interest rate swaps to a
portion of assets and liabilities, which is placed outside the scope of the assessment of hedging effectiveness.

Consolidated subsidiaries apply an exceptional treatment of interest rate swaps to a portion of liabilities.
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1. Hedging against Currency Fluctuations

The Bank applies the deferred hedge accounting stipulated in “Accounting and Auditing Concerning Accounting for Foreign
Currency Transactions in Banking Industry” (JICPA Industry Audit Committee Report No. 25) to hedging transactions against
foreign exchange risk arising from assets and liabilities in foreign currencies. Pursuant to the above mentioned report, the Bank
assesses the effectiveness of foreign exchange swap transactions executed for the purpose of offsetting the risk of changes in
currency exchange rates by confirming the existence of foreign currency positions, which correspond to the foreign currency
monetary claims and debts.

Consolidated subsidiaries do not apply deferred hedge accounting to hedging transactions.

(h) Depreciation and Amortization
i. Depreciation of Property, Plant and Equipment (excluding lease assets)
Depreciation of property, plant and equipment is computed on the straight-line method by the applying service life of each
and every asset ranging as follows:
Buildings 5 to 50 years
Equipment 3 to 20 years
Depreciation of property, plant and equipment of consolidated subsidiaries is computed mainly on the fixed percentage on
declining balance method applying the estimated service life of each and every asset.
ii. Amortization of Intangible Fixed Assets (excluding lease assets)
Intangible fixed assets are amortized on a straight-line basis. The costs of development of computer software for internal use
are amortized over a useful life of five years.
iii. Amortization of Lease Assets
Lease assets in “Property, plant and equipment” of the finance leases other than those that transfer the ownership of leased
property to the lessees is computed under the straight-line method over the lease term with zero residual value unless residual
value is guaranteed by the corresponding lease contracts.
(i) Deferred Assets
Bond issue expenses have been posted under assets. Bond issue expenses are amortized on a straight-line basis over the
redemption period of the bonds.
(j) Allowance for Loan Losses
The allowance for loan losses for the Bank is provided as follows:

For loans to borrowers in bankruptcy or to borrowers substantially in bankruptcy the reserve was provided for the remaining
portion of the amount after direct partial write-offs, which are explained below, after deducting the amount collectable by disposal
of collateral or from guarantors.

For loans to borrowers prone to bankruptcy, the reserve was provided at the necessary amount, after deducting the amount
collectable by disposal of collateral or from guarantors, considering the overall ability of the borrowers to repay.

For loans other than stated above, the reserve was provided at experiential rates of the past according to the category of loans as
classified from the standpoint of collectability.

For claims to legally or virtually bankrupt borrowers backed by collateral or guarantees, the Bank carried out direct partial
write-offs, deducting from such claims amounts deemed uncollectable through the disposal of collateral or implementation of
guarantees. Partial write-offs amounted to ¥3,782 million (US$35,599 thousand) as of March 31, 2018.

Allowance for loan losses incurred by consolidated subsidiaries are provided as required based on actual default rates.

(k) Reserve for Bonuses

Reserve for bonuses are provided for the payment of employees’ bonuses in the amount deemed necessary for the estimated bonus
payment in the future attributable to the reporting period.

() Reserve for Retirement Benefits for directors and corporate auditors

Reserve for retirement benefits for directors and corporate auditors are provided at the amount that would be paid in accordance
with the internally established rule at the fiscal year end if they were retired on that date.

(m) Reserve for Retirement Benefits

In calculating the projected benefit obligation, the benefit formula basis is used to attribute the expected benefit to each service
period.

Actuarial differences of the plans are amortized from the following fiscal year over the set period (12 years) within the average
remaining service period of the employees at the time of occurrence.
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Prior service costs are amortized over the set period (12 years) within the average remaining service period of the employees at
the time of occurrence.

Consolidated subsidiaries adopt simplified method for the calculation of liability for retirement benefits and pension expenses
using necessary payment of voluntary retirement as the projected benefit obligation.
(n) Reserve for Reimbursement of Dormant Deposits
Provision is made for possible losses on future claims on withdrawal of deposits which were derecognized as liabilities and
recognized as gains under certain conditions in an amount deemed necessary based on the historical reimbursement experience.
Provision is made for the payment on burden-sharing of loan losses between financial institution and credit guarantee associations
in an amount estimated to be paid in the future.
(o) Reserve for Contingent Losses
Reserve for contingent losses is provided at the amount deemed necessary to cover possible future losses from default of loans
under the responsibility-sharing system on guarantees of loans with the Credit Guarantee.
(p) Reserve for Point Service Program
Reserve for point service program is provided to cover the costs of credit card point at the amount deemed necessary based on an
estimate of the future use of points.
(@) Reserve for Losses on Interest Payment
Reserve for losses on interest payment is provided to cover possible losses on the repayment of interest to be received from
customers that exceeds the upper limit of interest rates prescribed under the Interest Rate Restriction Act.
(r) Lease Transactions
Finance lease transactions in which there is no transfer of ownership were formerly accounted for by a method corresponding to
that used for ordinary operating lease contracts. However, for financial statements relating to periods commencing on or after
April 1, 2008, it is permitted to apply the “Accounting Standard for Lease Transactions” (Accounting Standards Board of Japan
Statement No. 13, issued on March 30, 2007) and the “Implementation Guidance on the Accounting Standard for Lease
Transactions” (ASBJ Guidance No. 16, issued on March 30, 2007). Accordingly, they are being duly applied as of the year ended
March 31, 2009 in accordance with accounting relating to ordinary buying and selling transactions.

3. Issued but not yet Adopted Accounting Standards

* “Accounting Standard for Revenue Recognition” (ASBJ Statement No. 29, March 30, 2018)

¢ “Guidance on Accounting Standard for Revenue Recognition” (ASBJ Guidance No. 30 issued on March 30, 2018)

(1) Overview

This is a comprehensive accounting standard for revenue recognition. Revenue is recognized by applying the following five steps.
Step 1: Identify the contract with the customer.

Step 2: Identify the performance obligations in the contract.

Step 3: Calculate the value of the transaction.

Step 4: Allocate the transaction value to the performance obligations in the contract.

Step 5: Recognize the revenue when the corresponding performance obligation has been satisfied or is going to be satisfied.
(2) Scheduled date of application

Our Bank and our consolidated subsidiaries are scheduled to apply the accounting standards from the beginning of the
consolidated fiscal year starting April 1, 2021.

(3) Impacts of the application of the relevant accounting standards

The impacts of adopting the relevant accounting standards are being evaluated.
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4. Financial Instruments

Fair Values of Financial Instruments

A table below shows book values, fair values and difference of financial instruments as of March 31, 2018. A part of financial

instruments, for which no fair values are obtainable such as unlisted stocks, are excluded from the table. (Please see (Note 1).)
The financial instruments immaterial in terms of consolidated balance sheet amounts are omitted.

Millions of Yen Thousands of U.S. Dollars
Consolidated Consolidated
balance sheet  Fair value Difference balance sheet  Fair value Difference
amount amount
(1) Cash and due from banks ...........ccceeverirreerieeerieieeenns ¥ 203,196 ¥ 203,196 ¥ — $ 1,912,619 $ 1,912,619 $ —
(2) Call loans and bills bought 816 816 — 7,686 7,686 —
(3) Securities
Held-to-maturities debt securities ...........cccoeue.... 35,805 36,760 954 337,020 346,009 8,980
Available-for-sale securities ......... 365,756 365,756 — 3,442,733 3,442,733 —
(4) Loans and bills discounted ..........ccccevveivreveeeeeceee. 1,599,993 15,060,182
Allowance for loan 10SSes (¥1).......ccccecveveerivereerereenane. (5,984) (56,325)
1,594,009 1,604,576 10,566 15,003,850 15,103,313 99,454
TOtal ASSELS ..vevvvveeiieieieeeieieeeeseeeeeeeeeeneeseeeneneenee 2,199,585 2,211,106 11,520 20,703,925 20,812,368 108,434
(1) DEPOSILS ettt 2,083,768 2,084,060 (291) 19,613,789 19,616,529 (2,739)
(2) Negotiable certificate of deposit .........cceevrverrerierernnias 24,042 24,042 — 226,304 226,304 —
(3) Payables under securities lending transactions ........... 43,793 43,793 — 412,213 412,213 —
(4) Borrowed MONEY  ...c.oveveevinieeeieieieieieeee e 42,116 42,039 77 396,430 395,698 725
(5) Bonds payable .........ccccceeinieeeieieiieieeeee e 12,000 11,992 7 112,952 112,877 66
Total Habilities .......ccecervreerieieerireeeeeeeeeeeeseereeee. 2,205,721 2,205,927 (205) 20,761,681 20,763,620 (1,930)
Derivative transactions (*2)
Transactions not accounted for as hedge transactions ...... 339 339 — 3,191 3,191 —
Transactions accounted for as hedge transactions ............ 37 37 — 348 348 —
Total derivative transactions .............ccceceeverreeeerueseenenns 377 377 — 3,549 3,549 —

(*1) General allowance for loan losses and specific allowance for loan losses provided to “Loans and bills discounted” are separately presented
in the above table.

(*2) Derivative transactions recorded in other assets and other liabilities are presented as a lump sum. Net receivables and payables arising from
derivative transactions are presented on a net basis. A net payable in presented in parentheses.

(Note 1) The following table lists financial instruments, the fair value of which is extremely difficult to determine:
Fair Values of Financial Instruments exclude these instruments.

Consolidated balance sheet amount

Thousands of

Millions of Yen U.S. Dollars
(1) Real estate investment fund (*1).........ccocevevvenenn. ¥3,765 $35,439
(2) Unlisted stocks (¥1) ...ccceevvereenenne 2,157 20,303
(3) Investments in associations (¥2) ..........cccceeveenen. 360 3,389
TOLAL et e ¥6,282 $59,130

(*1) Unlisted stocks and real estate investment fund through private placement are excluded from the fair value disclosure since it has
no quoted market price and no fair value is obtainable. For the fiscal year ended March 31, 2018, unlisted stocks amounted of ¥5
million (US$47 thousand) are written off.

(*2) A part of the investment in associations of which partnership assets constitutes instruments for which no fair values are
obtainable in the same manner as stocks are excluded from the fair value disclosure.
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(Note 2) Maturity analysis for money claims and securities with contractual maturities

Millions of Yen

Over 1 year Over 3 years Over 5 years Over 7 years
Within 1 year less 3 years less 5 years less 7 years less 10 years Over 10 years
Due from banks (¥1) ...ccoceveveveneneccneveecneeee. . ¥171,885 ¥ — ¥ — ¥ — ¥ — ¥ —
Call loans and bills bought ..........ccccceeerievieininieeenen, 816 — — — — —
Monetary claims bought ...... = = 78 38 — —
Money held in trust .......... — — — — — —
Securities:

Held-to-maturities: ..........ccccecvvereennne. 3,699 5,000 20,157 — — 6,948
Japanese government bond ............ccoeeeiinns — — 20,157 — — 6,948
Local government bonds .........ccccceceeieniennennen. = = = = = =
Corporate bonds .........ceeeverieerierierieereieeennn 3,699 — — — — —
Oher ..o e = 5,000 = = = =

Available-for-sale securities that have maturities ... 102,392 90,358 42,159 20,499 54,614 37,345
Japanese government bond ............ccceeerinenne. 47,004 25,541 20,478 — — 1,210
Local government bonds ..........ccccecvvvreneennne. — — 1,512 5,146 — 1,425
Corporate bonds .........ccocevervverereniseneeeenen 24,387 40,592 8,999 3,904 2,101 6,296
OhEr .o 31,000 24,224 11,168 11,449 52,513 28412

Loans and bills discounted (*2) .......ccocevvevveererienennnn 284,218 202,316 159,357 126,481 162,158 534,394
TOLAL et ¥563,012 ¥297,675 ¥221,752 ¥147,019 ¥216,773 ¥578,688
Thousands of U.S. Dollars
Over 1 year Over 3 years Over 5 years Over 7 years
Within 1 year less 3 years less 5 years less 7 years less 10 years Over 10 years

Due from banks (¥1) ..ccccoevvvevernievenencveneeeee. $1,617,893 - § — 3 — — 3 — 3 —
Call loans and bills bought ...........ccccoreerireeninnne 7,681 — — — — —
Monetary claims bought ..........ccccevveveeririeenirieeenn — = 734 358 = =
Money held in trust ........ccocceverieniiniiieeseeeeeee = = = = = =
Securities:

Held-to-maturities:...........ccceovvereieenne 34,817 47,063 189,731 — — 65,399
Japanese government bond ..............cceerrenee — — 189,731 — — 65,399
Local government bonds ..........ccccccevveienenncee — — — — — —
Corporate bonds ..........cceeeeeveeriereeeriereeninienenes 34,817 — — — — —
Oher ..o — 47,063 — — — —

Available-for-sale securities that have maturities ... 963,780 850,508 396,828 192,950 514,063 351,515
Japanese government bond ...........ccccoeerienrnnen. 442,432 240,409 192,752 — — 11,389
Local government bonds ...........ccccvveveniennnene — — 14,232 48,438 — 13,413
Corporate bonds ..........cceevvveveerierereriereereenenenes 229,546 382,078 84,704 36,747 19,776 59,262
OhEr .o 291,792 228,012 105,120 107,765 494,287 267,432

Loans and bills discounted (*2) .......... 2,675,245 1,904,330 1,499,972 1,190,521 1,526,337 5,030,064
TOAL ceveeieeieeeeeee et $5,299,435 $2,801,911 $2,087,274 $1,383,838 $2,040,409 $5,446,988

(*1) The amounts of due from banks that have no maturity, were ¥171,850 million (US$1,617,564 thousand) were included in

“Within 1 year.”

(*2) The amount of loans and bills discounted for “possible bankruptcy” and “legal bankruptcy,” excluding those without due dates,
were ¥25,374 million (US$238,837 thousand) and ¥105,691 million (US$994,832 thousand).
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(Note 3) Maturity analysis for corporate bonds, borrowed money and other interest-bearing debt
Millions of Yen

Over 1 year Over 3 years Over 5 years Over 7 years
Within 1 year less 3 years less S years less 7 years less 10 years Over 10 years
DEPOSItS (*).eeverrevereierererieiereieieerieieereeeeseeeeneenene.. ¥1,968,491 ¥ 97,368 ¥17,908 ¥ — ¥— ¥—
Negotiable certificate of deposits.........ccevveerveeennnne. 24,042 — — — — —
Payables under securities lending transactions.......... 43,793 — — — — —
BOITOWed MONEY .....vevveeeeeniieieiieieieiieeee e 32,118 7,734 2,250 4 5 3
Corporate bonds.... — — — 12,000 — —
TOtAL . ¥2,068,445  ¥105,103 ¥20,159 ¥12,004 ¥5 ¥3
Thousands of U.S. Dollars
Over 1 year Over 3 years Over 5 years Over 7 years
Within 1 year less 3 years less 5 years less 7 years less 10 years Over 10 years
DEPOSItS (¥)..vevevevevieiiriririnirrreeseereeecereeenenene. 918,528,718 $916,491 $168,562 $ = $— $—
Negotiable certificate of deposits..........ccevveerrrrvencnns 226,299 — — — — —
Payables under securities lending transactions.......... 412,208 = = — — —
Borrowed MONEY ....e.veveveviieierieieieiiieieieieeieseeieeneas 302,316 72,797 21,178 38 47 28
Corporate bonds.... — — — 112,952 — —
Total....cooveveireenee .. $19,469,550 $989,298 $189,750 $112,989 $47 $28

(*) The amount of demand deposits, were ¥1,266,937 million (US$11,925,235 thousand) were included in “Within 1 year.”

5. Market Value Information for Available-for-Sale Securities
Market values and valuation difference on available-for-sale securities with fair value as of March 31, 2018 were as follows:

Millions of Yen Thousands of U.S. Dollars
Consolidated Consolidated
balance sheet Acquisition balance sheet Acquisition
amount costs Difference amount costs Difference
Fair value exceeded consolidated balance sheet amount:
EQUILY SEOCKS ...vevivieieiicvretete ettt ¥ 1,948 ¥ 1,124 ¥ 824 $ 18336 $ 10,580 $ 7,756
Bonds: .....ooveviieiieieeeeee 180,726 179,055 1,670 1,701,111 1,685,382 15,719
Japanese government bond.... 95,107 94,235 871 895,209 887,001 8,198
Municipal BONdS........cooeieiriririeirereee e 8,236 8,084 151 77,523 76,092 1,421
COorporate BONAS .........ccveveirierererieriiesiereeeeeree st 77,382 76,734 648 728,370 722,270 6,099
OhET .ottt et 78,981 77,893 1,087 743,421 733,180 10,232
SUD-LOLAL.....vivviiieiecicetec et 261,656 258,073 3,582 2,462,877 2,429,151 33,716
Fair value not exceeded consolidated balance sheet amount:
EQUILY SEOCKS ...vieviieieiieetrtee ettt 450 505 (55) 4,236 4,753 (518)
Bonds: .......... 9,540 9,546 (6) 89,797 89,853 (56)
COorporate BONAS .........ccveveirierererieriiesiereeeeeree st 9,540 9,546 6) 89,797 89,853 (56)
OhET oottt s 94,227 95,636 (1,408) 886,926 900,188 (13,253)
SUD-LOLAL.....eivviiieiect ettt 104,218 105,689 (1,470) 980,968 994,814 (13,837)
TOtAL vttt ¥305,874 ¥363,762 ¥2,112 $3,443,844 $3,423,965 $19,880

6. Loans and Bills Discounted

Of loans on which accrual of interest is suspended due to delayed or unpaid state of repayment of principal and interest or to other

reasons, loans to borrowers regarded as being bankrupt by the Bank amount to ¥510 million (US$4,800 thousand) and to ¥1,386

million as of March 31, 2018 and 2017, respectively. Loans on which accrual of interest is suspended but the borrowers of which

are not regarded as being bankrupt or the bank intends to assist for restructuring or to support amount to ¥24,790 million
(US$233,340 thousand) and ¥25,439 million as of March 31, 2018 and 2017, respectively. Loans, repayment of which is
delinquent for three months or more but which do not come under the aforementioned categories, amount to ¥575 million
(US$5,412 thousand) and ¥586 million as of March 31, 2018 and 2017, respectively. Besides these loans, there are loans,
conditions of which have been moderated like exemption of interest, lowering of interest rate, deferment of repayment of principal

etc., in order to assist the borrowers in restructuring or for other purposes, totaling ¥2,875 million (US$27,061 thousand) and

¥3,486 million as of March 31, 2018 and 2017, respectively.
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7. Pledged Assets
Assets pledged as collateral as of March 31, 2018 and 2017 were as follows:

Millions of Yen Thousands of U.S. Dollars
2018 2017 2018
SECUITEIES ...vvvieveievietiieeeeveet ettt ettt et e ¥63,822 ¥82,868 $600,734
Lease receivables and lease investment assets.......................... 13,251 13,404 124,727
Due from DanKS ........c.ccviviieiieiieieeeceee e s 7,832 7,766 73,720
Loans and bills discounted..............cocuoovvveviiiieeieeiieceeeeeeneens 119 138 1,120
OhET @SSELS....vovvivieieeeeietececeee ettt re et e s 18 22 169
Liabilities secured by assets pledged as collateral were as follows:
Millions of Yen Thousands of U.S. Dollars
2018 2017 2018
DIEPOSIES .vevvevenieieteieeeeiee ettt e tes et seebe st eaeseneenene ¥43,793 ¥16,280 $412,208
BOITOWEd MONEY ....covviviiirieiieieiietee ettt 41,771 41,862 393,176
Payables under repurchase agreements............cooveeveeerueveereenens 7,468 15,655 70,294

In addition, marketable securities, due from banks and other assets amounting to ¥27,047 million (US$254,584 thousand), ¥15
million (US$141 thousand) and ¥25 million (US$235 thousand), respectively, were pledged as collateral relating to exchange
settlements, guarantee deposits for future transactions, etc. as of March 31, 2018. No securities are pledged as collateral for loans
payable by affiliates. Other assets included initial clearing margin for CCP of ¥29,300 million (US$275,791 thousand), guarantee
money of ¥932 million (US$8,773 thousand) and initial margins of futures markets of ¥110 million (US$1,035 thousand) as of
March 31, 2018.

8. Bonds Payable
Bonds payable are all subordinated bonds.

9. Property, Plant and Equipment
The accumulated depreciation amounted to ¥20,478 million (US$192,752 thousand) and ¥19,807 million as of March 31, 2018
and 2017, respectively.

Write-off permitted by the Japanese Tax Law on the property, plant and equipment amounted to ¥338 million (US$3,181
thousand) as of March 31, 2018 and 2017.

10. Customers’ Liabilities for Acceptances and Guarantees

The Bank provides guarantees for liabilities of its customers for payment of loans from other financial institutions and for letters
of credit. As a contra account, “customers’ liabilities for acceptances and guarantees” is shown on the assets side, indicating the
Bank’s right of indemnity from the applicants.

11. Revaluation Reserve for Land
In accordance with the Law concerning the Revaluation of Land, which took effect March 31, 1998, the Bank revalued land held
for its operations on that date.

Unrealized gain is shown in shareholders’ equity net of applicable income taxes as “revaluation reserve for land.”

Unrealized loss incurred after revaluation amounted to ¥5,085 million (US$47,863 thousand) as of March 31, 2018.
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12. Net Assets

(a) Common Stock

The Bank has 65,000 thousand authorized shares of common stock, of which 38,508 thousand shares were issued and outstanding
as of March 31, 2018.

(b) Legal Reserve

The Japanese Banking Law provides that an amount equivalent to at least 20 percent of cash payments, which are made as an
appropriation of retained earnings, be appropriated as a legal reserve until a total of such reserve and capital surplus equals 100
percent of stated capital. The reserve is, in principle, not available for dividends but may be used to reduce a deficit or may be
transferred to stated capital. The reserve is included in retained earnings on the balance sheets.

(¢) Cash Dividends

Year-end dividends are authorized after the close of each period to which they relate and are reflected in the statements of income
when declared and paid.

13. Other Expenses

¥264 million (US$2,485 thousand) of direct charge-off of loans, ¥325 million (US$3,059 thousand) of loss on sales of loans and
¥327 million (US$3,078 thousand) of loss on sales of securities are included in “other expenses.”

14. Subsequent Events
Appropriation of Retained Earnings
The general shareholders’ meeting of the Bank, held on June 27, 2018, duly approved the following appropriation of the retained

earnings existing as of March 31, 2018.
Millions of Yen Thousands of U.S. Dollars

Cash dividends:
Common stock (¥24.5 per share) ........ccceceveveeereneneeeneneennens ¥936 $57,635
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BANK OF THE RYUKYUS, LTD.

Non-Consolidated Balance Sheets
As of March 31, 2018 and 2017

Thousands of

Millions of Yen (Note 1) U.S. Dollars (Note 1)
2018 2017 2018

Assets
Cash and due from banks ............c.ccooveveieeieeeeeeeceee e ¥ 202,500 ¥ 213,164 $ 1,906,065
Call loans and bills bought 816 4,309 7,686
Monetary claims bought .............cccooevrieiiennne. 117 174 1,108
MONEY NEld N TUST .ouvuieeiiieieieieiiei ettt 10,461 — 98,471
SECULITIES ©rvvuvevvevererieiiieseteteteestesesesetesese sttt besetsse s sesesesessssssssesesesesssesnnnes 410,784 425,797 3,866,573
Loans and bills diSCOUNLEd ........ceevrueiririririeeeieiireeeieeeeeee e 1,619,489 1,530,073 15,243,690
FOreign eXChanges ........cccoeeeiriririeieieieiieisieieie ettt 9,405 7,305 88,533
OthEr @SSELS ..vueeeeeeeiieieieee ettt ettt 38,570 7,654 363,048
Property, plant and eqUIPMENt ............ceeueueuririrrnececeee e 21,491 20,632 202,296
Intangible fIXed 8SSELS ....ccviriririeueieieiierietee et 2,898 3,027 27,279
Prepaid PENSION COST v..viverirriirieieietiieiieeeteiereee ettt ter et s et enesens 1,408 1,212 13,254
Deferred taX @SSELS ....vvueerueuereeriririiiceeeeieeesstse st ee et 2,893 3,390 27,236
Customers’ liabilities for acceptances and guarantees .............c.cocevevrueuenene. 6,870 7,075 64,668
Allowance fOr 108N LOSSES ......c.evovriirieiuierieieieieirieiieeeeie e (5,805) (7,687) (54,650)

TOAl ASSELS ...vivivieierieieieiiiet ettt ettt ettt es e es et es e enas 2,321,902 2,216,130 21,855,257
Liabilities
DEPOSIES ...vvvvverieiieeeeesaete ettt st bbb bbbttt s s st naeaenas 2,088,580 2,024,515 19,659,078
Negotiable certificate of depOSItS .....eevrvrerirerieeeieeeieieiersee e 31,042 22,925 292,192
Payables under repurchase agreements ............cocoeveueeereeereerriereeeireseennns 43,793 16,280 412,213
BOITOWEA MOMNEY ..cveniiieieiiiisiieieie ettt ettt 25,069 25,080 235,972
FOreign eXChanges .........cccveeuerniriiieiceeieieis e 128 309 1,208
BONAS PAYADIE ....vviniiiieieieiit ettt 12,000 12,000 112,952
Other HADILIIES ...e.voveveveiieiieirieteiecie ettt 5,560 5,095 52,337
RESETVE O DOMUSES .uvivveieieiiiereteiciiiettet et ses et 635 513 5,984
Reserve for retirement benefits 509 868 4,798
Reserve for reimbursement of dormant deposits ............ccceeveveveererrierrennnnn 175 205 1,648
Reserve for Contingent l0SSES ........ceeeriririreerereiriririeieieeereeesieeeeeeseee s 118 122 1,117
Deferred tax liabilities for land revaluation ...........c.ccoeoeeernrnnincccennns 2,193 2,193 20,643
Acceptances and GUATANLEES ..........ceeereerrrererereirireeeeeereseereeseteseseneneressesens 6,870 7,075 64,668

Total HADIIEES ...cvveieeeeerceeieiciete ettt eeeen 2,216,677 2,117,185 20,864,810
Net assets
Capital SOCK ..vouieiieieieieieiree e 54,127 54,127 509,480
CaPItal SUIPIUS ...vvviveivereieie ettt aenas 10,000 10,000 94,126
Other capital SUIPIUS ......c.ovveiriieiieicieieieire e 99 0 940
Retained earnings:

Legal retained earnings 2,311 2,044 21,759
Other retained earnings 36,018 29,794 339,030

TIEASUTY SEOCK ..ervevececteisieeteiecieteieieee sttt ceea e es et s s (375) (481) (3,536)

Total shareholders’ €qUILY .....cccovriririeverereiireririeiereeee e 102,181 95,484 961,799
Valuation difference on available-for-sale securities ..........c.cocecevererirerennne. 1,483 1,898 13,962
Deferred gains on hedges .......covvririieicicieirerc e ) 0 )
Revaluation reserve for 1and ............ccocevvireeeiniinneecceeeee e 1,323 1,323 12,457

Total valuation and translation adjustments ...........ccccccevvveverererrennnnns 2,806 3,222 26,419
Stock acqUISItioN TIGHLS .....c.eeiirieiiieieeieee e 236 238 2,229

TOLAL NIET ASSELS -..eveeveeeerieceeeceeieeete st es s neaeeaeas 106,225 98,945 999,860

Total liabilities and net @SSEtS .........cevrvrvrrerereeceieieieieenrrcscceeaeeenas ¥2,321,902 ¥2,216,130 $21,855,257

Notes: 1. The Japanese yen amounts stated in non-consolidated financial statements have been rounded down to the nearest million yen.
2. The conversion of Japanese yen amounts into U.S. dollars has been made at the exchange rate of ¥106.24 per US$1.00, the rate
prevailing on March 31, 2018.
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BANK OF THE RYUKYUS, LTD.

Non-Consolidated Statements of Income
For the years ended March 31, 2018 and 2017

Thousands of

Millions of Yen (Note 1) U.S. Dollars (Note 1)
2018 2017 2018
Income
Interest income:
Interest on loans and diSCOUNLS ........c.ovrirerercecerieiririeenrerc e ¥25,965 ¥26,286 $244,407
Interest and dividends on SECULIHIES ........cccovrvrveveveeriririeieieieeeeeeieienene 3,274 3,369 30,821
Other INterest iNCOME ......oooveviieeiierieieieee ettt 518 433 4,876
Other operating income 12,726 11,031 119,789
TOtAl INCOME ...eeeeeeeiieieieeees ettt 42,484 41,121 399,893
Expenses
Interest expenses:
INterest 0N dEPOSILS .....c.eveveveieiiriiiieeieeeieieieteiet ettt eeees 1,295 1,626 12,198
Other interest expenses 146 163 1,380
General and adminiStrative EXPENSES .......evvrvrvrvererererererisirsererereesesseseseseeens 23,772 23,694 223,758
OthET EXPEIISES ...vuvuvevreriniiriieeeienesiestetetetesenest et tesese sttt seseteseseeesesesenens 6,549 8,267 61,650
TOtal EXPENSES .....eeviiieiireriire e 31,764 33,751 298,986
Income before iNCOME tAXES .....v.vvveeeeeeeeeeeeirireececceeeeie e eeeseeeees 10,720 7,369 100,907
Income taxes:
CUITENE e 2,217 1,350 20,870
Deferred ......cooveeeveceeeenee. 676 1,006 6,364
Total income taxes 2,893 2,357 27,234
NEE INCOIME ..ottt ¥ 7,827 ¥ 5,012 $ 73,673
Yen U.S. Dollars
Per share of common stock:
Net iNCOME — DASIC ...vvueeieceiecirieieieieirirc et ¥205.21 ¥ 131.58 $ 193
Net income — diluted ......coveeerriiieiieeceercee e 204.20 130.94 1.92
Cash dividends applicable to the year ..........cccooevvurveeeininnreeeecene 42.00 35.00 0.40

Notes: 1. The Japanese yen amounts stated in non-consolidated financial statements have been rounded down to the nearest million yen.
2. The conversion of Japanese yen amounts into U.S. dollars has been made at the exchange rate of ¥106.24 per US$1.00, the rate
prevailing on March 31, 2018.
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BANK OF THE RYUKYUS, LTD.

Non-Consolidated Statements of Changes in Net Assets
For the years ended March 31, 2018 and 2017

Thousands of

Millions of Yen (Note 1) U.S. Dollars (Note 1)

2018 2017 2018
Shareholders’ equity
Capital stock:
Balance at end of the previous Year ..........cccooverrnccnieiennsnncnceeeeeeas ¥54,127 ¥54,127 $509,480
Changes during the Year ...........ccccceieiiinineneieee e — — —
Balance at end 0f the YEar ..........cccoeivieiriiiieriiereeeieteeeee et ¥54,127 ¥54,127 $509,480
Capital surplus:
Balance at end of the PrevioUS YEar ........c.c.ceuevieieveverereeieieereseseseeeseseverenens ¥10,000 ¥10,000 $ 94,127
Changes during the YEar ..........ccccevverieiiereeieniieieeeeeie e — — —
Balance at end 0f the YEAr .......ccceeviiriririereieieeiieeeeree et ¥10,000 ¥10,000 $ 94,127
Other capital surplus:
Balance at end of the Previous Year ........cceeerrrireeieiicrennienereeere e ¥ 0 ¥ — $ 1
Changes during the year:
Increase by share eXChanges ..........ccccceveviiiveirieriieeeieieeee e 114 — 1,079
Sales Of treasury StOCK .....c.eveuivririiicirieieeeieeees et eneeees (14) 0 (140)
Total changes during the YEar ...........coceeeeereriirereeeiesieereeeeeenns 99 0 939
Balance at end 0f the Year ..........cocooiveirererr e ¥ 99 ¥ 0 $ 940
Retained earnings:
Legal retained earnings:
Balance at end of the Previous YEar .......cevcverireririererereireeierereieees s ¥ 2,044 ¥ 1,777 $ 19,244
Changes during the year:
Cash diVIAends ........ccoevevirieiiiiiieiceceeet et 267 266 2,515
Total changes during the year 267 266 2,515
Balance at end 0f the YEAr .......ccceeviiriririeieieieeieeee et ¥ 2,311 ¥ 2,044 $ 21,759
Retained earnings brought forward:
Balance at end of the previous Year .........cccoovevnenccneiennnnncncceeeeieas ¥29,794 ¥26,381 $280,445
Changes during the year:
Cash dIVIAENdS .....c.oeveirieiriiiieiee et (1,603) (1,599) (15,088)
NELINCOME ...vviivieiereiiietiiete ettt ettt ettt s e esessesesnsesens 7,827 5,012 73,673
Total changes during the YEar ...........coceeeveererierereeeie oo 6,223 3,412 58,585
Balance at end 0f the YEAr .......ccceevieriririeieieieeiieeee et ¥36,018 ¥29,794 $339,030
Total retained earnings:
Balance at end of the previous Year ..........cccoovevnencceeieensnnrceeeeieas ¥31,838 ¥28,159 $299,689
Changes during the year:
Cash dIVIAENdS .....c.oeveieieiriiiiieie e (1,335) (1,332) (12,574)
NELINCOME ...vviiirieieveiiietit ettt ettt ettt ae b esess s snaesens 7,827 5,012 73,673
Total changes during the YEar ...........coceeeeeririerereeeiresieereeeesenns 6,491 3,679 61,099
Balance at end 0f the YEAr .......cccoevieriririereieieiiiee et ¥38,330 ¥31,838 $360,788

Notes: 1. The Japanese yen amounts stated in non-consolidated financial statements have been rounded down to the nearest million yen.
2. The conversion of Japanese yen amounts into U.S. dollars has been made at the exchange rate of ¥106.24 per US$1.00, the rate
prevailing on March 31, 2018.
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Non-Consolidated Statements of Changes in Net Assets
For the years ended March 31, 2018 and 2017
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Millions of Yen (Note 1)

Thousands of
U.S. Dollars (Note 1)

2018 2017 2018
Treasury stock:
Balance at end of the previous Year .........cccooeernenccneirennnncrceeeeeas ¥ (481) ¥ (513) $ (4,535)
Changes during the year:
Increase by share eXChanges ..........cccceveviiiveirieriecieieieecee e 612 — 5,768
Purchase of treasury StOCK .........oouvveueueuieirinieieieicerree e (595) €8 (5,608)
Sales Of treasury StOCK .....e.eveuivriririricerieieeeieeeees et eneeees 89 33 839
Total changes during the year 106 31 1,000
Balance at end 0f the YEAr .......ccceeviiriririereieieeiie et ¥ (375) ¥ (481) $ (3,536)
Total shareholders’ equity:
Balance at end of the Previous YEar ............ccoeeeiriniieieveeeeeisneeicseeeanas ¥ 95,484 ¥91,773 $898,762
Changes during the year:
Cash dividends (1,335) (1,332) (12,574)
Net INCOME ....voveeverrereereereeeenee. 7,827 5,012 73,673
Increase by share eXChanges ..........ccccceveveiiveirieriieeeieeeee e 727 — 6,846
Purchase of treasury STOCK ........ceueiieeurineieeriscertriseees s eeeeee e sseeees (595) 1) (5,608)
Sales of treasury stock 74 33 700
Total changes during the YEar ...........coceeeeeririerereeeiesieiereeeesenns 6,697 3,711 63,038
Balance at end 0f the YEar ........ccoceureriririeiiieieirireeetee e ¥102,181 ¥95,484 $961,799
Valuation and translation adjustments
Valuation difference on available-for-sale securities:
Balance at end of the Previous YEAr .......cvveveeiririsiereeriiieeeieveieees s ¥ 1,898 ¥ 4,838 $ 17,867
Changes during the year:
Net changes in items other than shareholders’ equity .........ccccceovevrennnee. (414) (2,940) (3,905)
Total changes during the year (414) (2,940) (3,905)
Balance at end 0f the YEar ..........cocovoiiiivieieierieiieice e ¥ 1,483 ¥ 1,898 $ 13,962
Deferred gains on hedges:
Balance at end of the Previous YEAr .......cvveveeiririsiereeriiieeeieveieees s ¥ 0 ¥ 0 $ 6
Changes during the year:
Net changes in items other than shareholders’ equity ..........cccceovevrenenee. 0) 1 (6)
Total changes during the Year ...........cocoeeeeririririeeeinirreieeeeeeas 0) 1 (6)
Balance at end 0f the YEar ........ccoceureriririeieieieinireeet e ¥ 0) ¥ 0 $ (0)
Revaluation reserve for land:
Balance at end of the Previous YEAr .......cvveveririririereereieeeesereieeseee s ¥ 1,323 ¥ 1,323 $ 12,457
Changes during the year:
Net changes in items other than shareholders’ equity ..........cccceveeienenns — — —
Total changes during the Year ..........ccoocoeveeviirieiiniieneneeceiee e, — — —
Balance at end 0f the YEar ........ccoceureriririeieieieinireeet e ¥ 1,323 ¥ 1,323 $ 12,457
Total valuation and translation adjustments:
Balance at end of the Previous YEAr .......cvveveririririereereieeeesereieeseee s ¥ 3,222 ¥ 6,161 $ 30,330
Changes during the year:
Net changes in items other than shareholders’ equity .........ccccceovevrenenee. (415) (2,939) (3,911)
Total changes during the YEar ..........cccocovieieiieereeieneieiieeeeeenenas (415) (2,939) (3,911)
Balance at end 0f the YEAr .......cccoeviiirieiereieieeiieeeetee et ¥ 2,806 ¥ 3,222 $ 26,419
Stock acquisition rights:
Balance at end of the Previous YEAr .......cvveveririririereereieeeesereieeseee s ¥ 238 ¥ 204 $ 2,244
Changes during the year:
Net changes in items other than shareholders’ equity ..........cccceovevreneneee. (€)) 33 as)
Total changes during the year (€)) 33 as)
Balance at end 0f the YEAr .........ccoevovviiviviierireiieeieccece e ¥ 236 ¥ 238 $ 2,229
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BANK OF THE RYUKYUS, LTD.

Non-Consolidated Statements of Changes in Net Assets
For the years ended March 31, 2018 and 2017

Millions of Yen (Note 1)

Thousands of
U.S. Dollars (Note 1)

2018 2017 2018
Total net assets
Balance at end of the Previous YEAr .......cveveveririririereereireeeeseveienes s ¥ 98,945 ¥98,139 $931,336
Changes during the year:
Cash divIdends .......c.ccovviririiiiiicieieiee e (1,335) (1,332) (12,574)
NEE INCOME .veviviniaieieieieteieiietete ettt ettt sttt et eeesees 7,827 5,012 73,673
Increase by share exchanges 727 — 6,846
Purchase Of treasury STOCK ...........ooveeeueueieriiririieseeeieeseseseeeessesessesaesenas (595) (N (5,608)
Sales Of treasury SLOCK ........oceeeiirieirieieieiie et 74 33 700
Net changes in items other than shareholders’ equity .........ccccceeueurenene. (417) (2,905) (3,926)
Total changes during the Year ...........coceeeeeririririeeeininrieeeeeeeeas 6,280 805 59,112
Balance at end 0f the YEar ..........coceeeirieienieiieieeeiecec e ¥105,225 ¥98,945 $990,447
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Corporate Governance

Basic Concept and Basic Policies

Toward the realization of its corporate philosophy, the Bank of the Ryukyus fully recognizes
its responsibilities to a range of stakeholders—its customers, including shareholders,
employees and local communities—while building the mechanisms to carry out transparent,
fair, quick and confident decision making. The Bank also regards the basic concept of
corporate governance as working toward its sustainable growth and improvements in its
corporate value. In fulfilling its responsibilities with regard to corporate governance, the Bank
regards the following as its basic policies.

1. Respecting the rights of its shareholders, the Bank develops an environment in which its
shareholders can exercise their rights appropriately and effectively and works to ensure
the substantive equality of its shareholders.

2. By cooperating with its wide-ranging stakeholders, who include its shareholders,
customers, employees and local communities, the Bank works to foster a corporate
culture and climate that respects sound business ethics.

3. In addition to the appropriate disclosure of company information, including that of a non-
financial nature, and working to ensure the transparency and fairness of management, the
Bank works on constructive dialogue with shareholders so that its sustainable growth and
corporate value increase over the medium to long term.

4. Given the fiduciary responsibilities and accountability that its Board of Directors and Board
of Corporate Auditors have toward shareholders, the Bank devises plans for its sustainable
growth and increase in its corporate value, while endeavoring to supervise business
execution and ensure audit effectiveness.





