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Declining NPLs

B The NPLs of the Major Banks 2 declined to 7.4 trillion yen in FY2004 from 26.8
triflion in FY2001. |

W The NPL ratio (NPL/Gross Loans) declined from the peak of of 8.4% to 2.9%.
» The official target of the Government to halve the NPL is now achieved.
» The present level of NPL ratio is reasonably low by the international standard.

» The NPL ratio of Mizuho is the lowest of the 4 Mega Groups (Mizuho:2.2%,
SMBC:3.3%, UFJ: 4.1%, MTFG: 2.7%)
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MIZLHO
Declining Credit Costs

B Credit costs were surpassed by the business profit for 2 years in a row.
B Some banks recorded “negative credit costs” in FY 2003 and FY2004.
B The credit cost ratio (credit costs/gross loans) is nearing the international level.

[ Credit Costs of Major Banks ] [ Credit Costs Ratio in Japan J
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Declining DTAs

W The DTA ratios (Net Deferred Taxed Asset / Tier 1) declined from the peak of

around 60% to 26.5% on average.

[ DTA Ratio ]

MIZWHO

2002/3 2003/3 2003/9 2004/3 2004/9 2005/3 |Yearly Change
Mizuho 49.6% 60.8% 43.7% 33.8% 29.8% 24.0% -9.8% pt
MTFG 31.0% 41.6% 26.9% | 17.0% 16.2% 10.0% -7.0%pt
SMBC 49.6% 58.7% 51.5% 46.7% 46.5% 47.6% 0.9%pt
UFJ 49.2% 59.5% 51.7% 64.2% 54.7% 47.3%| -16.9%pt
Resona 65.8% 99.5% 12.7% 5.9% 4.9% 3.6% -2.3%pt
Mitsui Trust 71.1% 99.9% 72.7% 49.5% 40.9% 35.1%| -14.4%pt
Sumitomo Trust 34.1% 39.6% 27.9% 19.0% 15.5% 9.3% -9.7% pt
Awerage 47.3% 57.1% 41.5% 35.0% 31.6% 26.5% -8.6% pt
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Decreased Reliance on the “Public Funds”

[ Repayment History of Public Funds J

W “Public Funds”, or the capital injected by the Government are constantly declining
to 7.6 trillion yen. |

» The major banks have repaid 3.1 trillion of the “Public Funds”,
» Mizuho repaid 0.81 trillion of the “Public Funds” in FY2004.

» Mizuho announced that it plan to fully repay all the remaining “Public Funds”
by FY2006. Mizuho could be the first to fully repay the funds among 3 Mega
Groups (Mizuho, MTFG+UFJ, SMBC).

Total

‘Repaid T Renald: I
e Date | EERE | Amount
03/3 sh 03/3 sD 2,500
03/9 5D Telal 2.500
04/3 sD 03/3 sSD 1,000
04/8 FS 41 P3 1,000
/9 sD 0441 f.r_D 1,000
03/3 PS Total 3,000
05/3 sD 01/3 sD 280
Total = 04/3 sD 100
002 |SD 04/9  |SD 400
o012 PS 05/3 S0 1,000
""" 01/1 P3 Total 1,780
: Total
?ﬂ Bﬁ s B Total 30,617
- 0411 |PS
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Less Vulnerability to Holding Stocks
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Although till high by th in. rn tion.  tandard the ratio o holding stock: to Ti-»r
ha deciined o a gri a exten

» All the major groups ttained the Government targ  to limit the holding stock
within Tiir by Septemb: r 2006

.~

[ Major B \nks Tier Capital & Holding Stocks ]
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“The Corporate Japan” is Reviving.

Corporate profits are historically high level and the profitability is improving.
» The level of the corporate profits in FY2004 was the highest in its history.

~N

[ Profitability of Japanese Companies ] (o b, A
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PReturn: Operating Profit + Interest Received
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e C orporate Japan” is Reviving (Continued).

W Credibility as witnessed by the rating from the major rating agencies are improving.

W As is indicated by the number of years for the repayment of debts, “Excessive Debts”
are on a declining trend and are at the lowest level in more than 20 years.

[ Rating Changes of the Japanese companies ] [ Number of Years to Repay the Debts J
R N L Ma 4 ¢ e  Yat v v
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MIZtHO
LeSS Pressures For The Bank Loan Repayment "

B Although the balance of bank loan is still declining, its pace of decline is getting
more moderate.

» Financing needs of some of the Blue chip companies are increasing.

[ The Yearly Change of the Outstanding Domestic L.oan Balance J

“ ex..
2% | \\\ /\ < ExculdmgSp} {(aw'ﬂ%,\eﬁdm

Factors y '
0 0 S TUns
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S tabilisation of Real Estate Prices

B The decline in real estate prices is slowing on a national basis.,
W Some of the real estate prices at the urban area is increasing thanks to the flow of
investors funds (both domestic and international) to the real estate market.
» REIT was first listed in Japan in 2001 and is now 2 trillion yen market (The
fifth biggest market in the world).
[ Office Rents of the Major Cities Around the Globe ]
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Opportunities for the Investment Banking Business

M&A market growing both 'n number and amoun:

» The number o announced M&A deal recorded 22
the h.ghes figure in the Japan e M&A h:story

» The marke is however, till ma by ‘he intern tiona

expected to grow further
v TOB or the defense against TOB s

as yearandth. o s
tandard and

very hot ssue in Japan

Th Number o Announced M&A Deals in Japan 1 [ Compari on of the Globa M&A Market ]
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Opportunities for the Investment Banking Business (Continued)

e

Securitisation mark is also developing
» Approximi tely 5 trillion yin of ABS wa s ued in 2004.
v'Larg as compared with straigh: corpora. bond Is uance (gro 5 8
trill on yen)

[ Developmeni o Securitisation Market in Japan J
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 Opportunities for the Investment Banking Business (Continued)

B Syndicated loan market is rapidly developing in Japan.
» The arranger can both diversify the risk and increase the fee income.
v Mizuho is THE Market Leader in this business in Japan.
» The loan trading market is also looming.

[ Development of Syndicated Loan Market in Japan J
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T he Market Realise These Developments.

B The recovery of the share prices of the major banking group in Japan partly
reflects these developments we have seen in this report.

» Mizuho is now the 13t biggest banking group in the world in terms of market
capitalisation. = '

W Last, not least, the ongoing deregulation in Japan should further provide the
business opportunities for the major banking groups.

[ Top 20 Banking Groups in Japan by Market Capitalisation (As of 15 June 2005) J
el
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| Risks Going Foreword

W The change in macro environment
» Japanese economy, US economy, Chinese economic & political environments
W The burst of bubble (if any)
» The existence and the extent of the bubble could be only known after its burst.
» Source of possible bubble
v’ Real estate in urbane area

v’ Global hedge fund & private equity (Remember that international
investors / hedge funds / private equity play larger roles in the the
Japanese market)

B We believe, however, that these risks are rather minor at this stage.
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