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@ Research Outline

Yano Research Institute has conducted a study on the trends of local banks contributing
to regional revitalization with the following conditions:

1. Research period: From June to August, 2016

2. Research targets: Megabanks, local banks, public and private funds, large Slers, IT
ventures, etc.

3. Research methodologies: Face-to-face interviews, survey via email and telephone in
combination with literature research

@ Key Findings

B Feasibility-Based Financing Expected to Gradually Increase at Local Banks

Wider adoption of “Local Benchmark,” a corporate health-check tool by MET], is likely to bring
about growing number of financing cases based on feasibility including ABL (Asset Based
Lending) and privately-placed bonds, among local banks. This is expected to raise the ratio of
feasibility-based financing to the same level as or exceed that of conventional mortgage-based
financing, although the entire loan amount may not differ much.

B Loose Integration Among Local Banks Developed from Regional Cooperation may
Lead Further to Restructuring

Broader acceptance of DMO (Destination Management Organization) and sharing of
conventional information systems among local banks are likely to trigger regional cooperation
among them. Then, such regional cooperation may trigger establishing of holding companies,
which may eventually lead to loose integration of local banks. Furthermore, there is possibility
that local banks to be purchased and integrated into megabanks, or that a leading local bank that
became larger by loose integration through establishment of holdings may progressively acquire
other banks.

B  Cooperation with Large Slers and Ventures, and Acceleration in Utilization of Fin
Tech at Local Banks Expected to Increase

Mainly those local banks that refer themselves to act “relationship banking” cooperate with large
Slers in extensive ICT-related areas, such as DMO, agricultural forestry and fishery industry
becoming the sixth sector, medical and long-term care, and etc. In addition, more ventures are
considered to enter the industries which encourage regional revitalization, as many local
governments have announced to support venture companies in their local versions of “Total
Strategy for Revitalizing Towns, People, and Jobs strategies.” These actions are likely to drive
cooperation between venture companies and local banks. Fin Tech is the most typical area that
connects such cooperation, which helps to further accelerate utilization of crowdfunding,
settlement, cloud accounting.
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B Figure 2: Trends of Local Banks for Regional Revitalization (until FY2019
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VI. Cooperation with Ventures in Industries Encouraging Regional Revitalization and Utilization of Fin Tech Accelerate

. Financing based on Local Benchmark Expected toincrease
? Feasibility-based financing such as ABL and privately-placed bonds likely to Increase.
? Financingfor primaryindustrytoincreaseinsizeand to become a sixth sector, especially to enterprises relatingto rice-growingwhichis
scheduled to abolish acreage-reduction policy.
— Possible of feasibility-based financing to expand not only to small-to-mid-size companies butalso to ventures.

. Regional Cooperation can Develop into Loose Integration Among Local Banks
? DMO andsharingof conventional information systems trigger proactiveregional cooperation among local banks.
? Regional cooperation may trigger establishing of holding companies, which may eventually lead to looseintegration of local banks.

. The Banking Act may Partially be Revised, such as regarding Deregulation of Stock Acquisition
? Increaseofacuisition of ordinary corporation by cooperation among leading local banks using their associated funds.
? Discussion of revision of the Banking Act regarding stock acquisition? Revision will create new options other than financing, likely to drive
infllow of money to the local communities.

. Building of Regional Revitalizing Platform by Using Debit Cards
— Cases thatcooperate with the local governments using debit cards areto increase.

. Cooperation with Large Slers in Extensive Areas Increases
— Banks that refer themselves to act “relationship banking” cooperatewith largeSlers in extensive ICT-related areas.

? "Hackathon"and "Ideathon" atlocal areas areto be developed into nationwidesolutions.

— Proactive cooperation with ventures that have launched/entered the market through local version of “Total Strategy for Revitalizing Towns,

People, and Jobs strategies.”
— Accelerated use of Fin Tech seen especially in investment to hometown ("furusato") and credit-card settlement usingsmartphones, etc.
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