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Creating Sustainable Value through Digital Transformation

What Is DX, and Why Is It Required
of Regional Banks Now?
Tetsuya Kato

Director and Senior Managing Executive Officer

Toward sustainable value creation through DX
In 2019, we launched a 10-year long-term vision toward
our 150th anniversary. It states that our future goal is to
achieve sustainable and stable growth by integrating
real (face-to-face sales, consulting, branches) and digi-
tal (non-face-to-face channels) initiatives, and adapting
to changes in society and creating shared value togeth-
er with our customers and regional communities.

Changes in the environment surrounding the region
In recent years, we have seen significant changes in the
environment surrounding regional communities and in
the business environment of regional banks, caused by
factors such as changes in social and economic struc-
tures, a declining birthrate and an aging population, and
adeclining population. We believe thatin ordertore-
spond to drastic environmental changes, transformation
is essential not only to simply improve operational effi-
ciency, but also to ensure business sustainability and
build new competitive advantages.

Establishing sustainable regional societies

DX is not limited to merely utilizing IT to improve opera-
tional efficiency. Itis aninitiative that fundamentally
transforms business models, organizational culture,
and the way people work, using digital technology as a
starting point, to realizes sustainable improvementin
corporate value. In order for regional banks, which are
core financial institutions in the region, to continue to
fulfil their roles, it is important to go beyond convention-
al approaches, and review their own existence and take

Changes in DX initiatives

140th
anniversary

Smartphone banking in operation
Introduction of smartphones
for business use
Implementation of a data
analysis infrastructure
Implementation of RPA™
Start of ICT consulting services sonnel

*1 RPA (Robotic Process Automation)

Expansion of features of
smartphone banking
Obtain DX certification™
Start of electronic contract
Cloud utilization
Development of digital per-

on challenges of creating new values by anticipating
changes.

Especially for regional banks with many local SMEs
and sole proprietors as customers, digital technology is
a powerful means of maintaining and improving the vi-
tality of regional economies. At the same time, it is also
a source of strengthening their competitiveness. In oth-
er words, DX is not just one option for reginal banks, but
a strategic necessity to live with the region.

We will work on DX with an unwavering resolve to re-
alize aflexible branch strategy and workstyle reform
across the Hyakugo Bank Group by promoting paper-
less work and workforce streamlining for business and
administrative operations. The Hyakugo Bank Group
will accurately identify our customers’ managementis-
sues through dialogue with them and provide optimal
solutions by bringing together the collective strength of
the entire Group, thereby enhancing our value as “A
Bank That Can Be Relied Upon.” By promoting DX, we
will support future-oriented management and contribute
to the realization of sustainable regional communities.

FINAL STAGE of Innovation 150th

anniversary

FY2025-2028

B Expansion of paperless transactions

B Expansion of non-face-to-
face transactions

® Bank counter service reform

EExpansionof DX support
for customers

m Advancement of data utilization

Technology that uses software robots to automate repetitive routine tasks performed by humans

*2 DX certification

A system whereby the government certifies businesses fully prepared to promote business transformation (DX) utilizing digital technology, based on the
“Digital Governance Code” set forth by the Ministry of Economy, Trade and Industry.
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Toward “Transformation of Operations and Mindsets” Leveraging Digitalization and Data

In order to realize our Medium-term Management Plan that aims to create both economic value and social value, enhance corporate value, and establish a sustainable
business model, it is essential for us to utilize digital technology and data to work to increase productivity through business reforms, improve customer services through
branch and channel reforms, and expand IT digital services to support the region and regional DX. For these to be achieved, we will formulate and implement a road-
map looking ahead to the medium to long term, based on factors such as our system and network infrastructure, data utilization platform, and development of digital
personnel.

With technological innovations such as Al also evolving at an accelerated pace, we will transform our operations themselves, organization, process, corporate cul-
ture, and mindsets to promote unwavering DX.

To improve productivity through business reforms

To improve customer services through channel reforms

Inordertoenhance our corporate value and We are considering to provide services that Face-to-face senvices ﬁ H Non-face-to-face services
establish a sustainable business model, we be- connect customers to Hyakugo Bank any- | Paperless base |
lieveitis necessary to promote DX notonly time, anywhere, from the customer’s per- Counter and Promote paperless work Smartphone banking
- Ve : . . . . . liaison tablet wvidual i
within the Bank but also across the entire spective by coordinating with various raison fable Counter operations | Depository asset operations Individual internet
Hyakugo Bank Group, aiming for optimization systems and data within the Bank tointe- Loan operations | Loanand liaison operations banking
on a Group-wide basis. grate operational efficiency and face-to-face i Corporate portal
. . . — Electronic contract
Our policy is to expand the use of the know- and non-face-to-face services. In this fiscal Website
how for promoting business reforms at the year, we will work to establish and expand | Electronic delivery base | " ;
. . “ g0 K age base
Bank to the Group companies, as well as reor- operation of “paperless base'",” “my page I
ganize and share system and network infra- base™2,” and “electronic delivery base™” to Online interview
structure. realize these services.
Generative Al | | Information system |Operation subsystem | | Account system | Contact center
The know-how accumulated through DX

across the entire Hyakugo Bank Group will be

returned to the region and our customers in the 1 Paperless base: .........cccceueee expansion of operations and services that eliminate the need for customers to fill out forms and affix seals
form of regional DX support through coopera- *2 My page base: ........cccoceeneee. a system that allows customers to communicate smoothly with staff without visiting branches
tion with other companies. *3 Electronic delivery base: ....... digitization of documents provided to customers (reduction of mailed and hand-delivered documents)

Now you can open a regular saving account in a paperless manner, even outside of a branch

Starting April 1, 2025, we have offered services such as opening regular saving accounts for individual customers.

Previously, opening an account using a tablet-type terminal was handled only at a branch. Now it is also available outside of a branch (at external

locations).

We will continue to create an environment where customers can find Hyakugo Bank to be a closer presence by utilizing digital technology.
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Promoting DX Together with the Region and Customers

One of the most important pillars in our DX strategy is “supporting DX Promote Operational
forthe region and customers.” The wave of digitalization is rapidly Efficiency of the Group Local Business Support
sweeping over local companies as well, and utilizing digital technology

is essential for solving various management issues such as improving Operations of Deploy IT specialists on-site in each region and provide ICT solutions
productivity, addressing labor shortages, and developing new sales Group companies

channels. Sales division, etc. -§ Branches System development structure
We are proactively engaged in supporting the implementation of digi- ‘g
tal technology by local companies. Specifically, we offer a wide range of Systems Zs[’;‘igl":#:i”rg ¢ g Liaison - System dentify issues
support programs, including matching support and system development division dliiians = subsidiaries | Define requirements
supportin collaboration with IT vendors, as well as hosting seminars o g L *
. c @
and consultation meetings. In addition, we will establish a regional DX Improve efficiency @ Coordination
romotion network with a view to collaborating with local governments by centralizing | Request for i
P g 9 ) system-related @ J development Delivery
commercial and industrial organizations, and regional universities, aim- operations to system @ Person in charge
; e subsidiaries =3
ing to develop digital personnel and expand the DX base across the en- (outsourcing) 2 at headquarters 3
tire region. =1 (in charge of ICT)
. . . I . System subsidiaries s (Other companies) )
We \fwll fulflll our rglg asa reglqnal D?( hub VYIth fln.a.n(.:e as. a. starting e R s Receive orders for System companies Programming
point, including provision of new financial services utilizing digital tech- infrastructure) 5 system projects
nology.

DX promotion utilizing personnel through internal recruitment —comments from applicants—

In promoting DX within the Bank, in order to strive for transformation that is not bound by conventional thinking, the DX Promotion Office in the Corporate Planning Division re-
cruits DX personnel internally and promotes initiatives across the Group, including the Bank.

Responsibilities in the DX

Previous responsibilities Promotion Office Comments
Housing loan sales Loaned to an IT compa- | | will utilize my experience gained in corporate sales and at the loaned
For orgte S ny for six months, data company to work to create a system that supports young employees in their
P utilization sales field.
Sales at branch counters Implementation of a | will continue to work so that we can improve our banking operations by
paperless systemin listening to the opinions of our customers and front-line sales staff while

D itor | . L .
SR 1 EEEES B8 depository assets sales | utilizing my sales experience.

| will strive to improve operational efficiency through DX in various areas, and
to help maintain and increase motivation of bank employees and improve
customer services.

Sales at branch counters | Improving non-face-to-
Depository assets sales = face services
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With the progress of DX within the Bank and the Group, various data will be accumulated, and the advancement of data utilization is expected. We aim to enhance operational effi-
ciency and sales capabilities through strengthening the building of a “data-driven” organization by promoting intra-group data utilization. We will aim to strengthen a “system for mak-
ing decisions based on data” and a “sales framework utilizing data” through the advancement of data utilization platform and the development of data utilization personnel.

FY2025 FY2026 FY2027

FY2028
Expand data-driven talent and develop a data-driven culture

Develop talent capable of formulating initiatives to resolve issues and making decisions based
on data analysis results

Partner with data science universities (departments)
Joint research and accepting interns by partnering with data science
departments

Hire data analysis specialists
Recruit both mid-career professionals and new
graduates

Build a data analysis infrastructure
Build an advanced analysis platform
Improve accuracy and expand usage

m Utilization of digital platform

Hyakugo Bank’s “digital platform” is designed to enable the use of CRM system (sales
support system), Bl tools (data analysis/visualization tools), and MCIF system (market-
ing database), as well as the operations management, in an integrated manner. In es-
tablishing the platform, we aimed to create a platform that anyone can use easily at any
time, and we utilize the platform for various purposes such as improving sales capabili-
ties and streamlining operations.

Improvement of sales capabilities

= Distributing unified target lists for branches

platform = Using Al to implement effective sales activities

= Visualizing and centralizing customer information and sales activities

Digital

CRM
Streamlining operations
Bl tools = Streamlining data aggregation and reporting work at the headquarters and branches
Human Resource Development
MCIF

= Using data to standardize the sales skills of young employees
= Developing human resources who can utilize data and are well versed in the IT/digital domain
= Enhancing human resources strategy

(DWH/DATALAKE)

Development of measures based on data utilization

P Practice digital marketing (non-face-to-face sales)
We will strengthen our digital marketing through smartphone banking for individuals
and Hyakugo Corporate Direct for corporations, and establish a system that enables
us to make proposals at the optimal timing through the most appropriate channels
(smartphone, email, telephone, etc.) for each customer.
P Strengthen data utilization in the sales field (face-

Awareness || High-quality
to-face sales) of changes proposals
By renewing CRM/SFA (sales support systems) and ad- in tchuastt;“n?::
vancing Bl tools, we visualize changes in customers, customers needs

raise awareness among sales staff, and realize
high-quality proposals that meet customer needs ina
timely manner. The activities of sales staff are digitized
and fed back, thereby further improving accuracy.

» Development of data utilization personnel

Aiming to develop both “those who create valuable data” (data scientist) and “those
who leverage it” (data strategist), we will strive to develop specialized personnel and
improve analytical literacy within the organization by providing a variety of data sci-
ence training courses according to the level, interests, and operations of participants.

Customer data x
activity management data

= Financial data utilization challenge training
Collaborate with external organizations to
develop advanced data analysis skills

m Data analysis study session for headquarters
Develop person in charge of data analysis
for headquarters staff

m Data utilization trainee program
Improve data utilization skills and literacy
for person in charge at branches




