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Aozora Bank Forms Capital and Business Alliance with
Daiwa Securities Group—Easing Downward Pressure on
Rating

The following is Japan Credit Rating Agency, Ltd. (JCR)'s opinion on Aozora Bank, Ltd. (security code: 8304)'s
announcement of a capital and business alliance with Daiwa Securities Group Inc. (security code: 8601).

(1) On May 13, Aozora Bank, Ltd. (the “Bank”) announced that it had entered into a capital and business
alliance agreement with Daiwa Securities Group Inc. and resolved to issue new shares through a
third party allotment to Daiwa Securities Group as the planned subscriber to the third party allotment.
Payment is currently scheduled for July 1, subject to the acquisition of permissions and approvals
from the relevant authorities. If the capital and business alliance is completed, Daiwa Securities
Group will own approximately 16% of the Bank's issued and outstanding common shares and will
appoint one outside director of the Bank, and the Bank will become an equity method affiliate of Daiwa
Securities Group.

(2) One of the reasons why JCR has placed the Negative rating outlook on the Bank's rating is that the
Bank's capital level is inferior to its rating and it may take time to improve it. The capital increase of
over JPY 50 billion is equivalent to about 1% of the consolidated risk assets, and the effect of
improving capital level through the capital increase is not small. If the capital increase is implemented,
the downward pressure on the rating can be eased in terms of capital adequacy. In addition to
confirming the progress of the procedures for the capital increase, JCR will carefully examine
synergies from the collaboration with Daiwa Securities Group, earnings outlook, including the effect
of utilizing the increased capital, and risk of additional losses on the loans to the US offices, among
other factors, and show the results in the rating.

(3) Even if the Bank becomes an equity method affiliate of Daiwa Securities Group, JCR will incorporate
the Bank's stand-alone creditworthiness in the rating based on the degree of involvement in the
management and business ties currently indicated.
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JCR makes no represemauon or warranty, express or 1mplled as to accuracy, results, adequacy, timeli 1 s or mercha y, or fitness for any particular purpose, with respect to any such
information, and is not responsible for any errors or omissions, or for results obtained from the use of such 1nformauon Under no circumstances will JCR be liable for any special, indirect, incidental or
consequential damages of any kind caused by the use of any such information, including but not limited to, lost opportunity or lost money, whether in contract, tort, strict liability or otherwise, and whether
such damages are foreseeable or unforeseeable. JCR's ratings and credit assessments are statements of JCR's current and comprehensive opinion regarding redemption possibility, etc. of financial obligations
assumed by the issuers or financial products, and not statements of opinion regarding any risk other than credit risk, such as market liquidity risk or price fluctuation risk. JCR's ratings and credit assessments
are statements of opinion, and not statements of fact as to credit risk decisions or recommendations regarding decisions to purchase, sell or hold any securities such as individual bonds or commercial paper.
The ratings and credit assessments may be changed, suspended or withdrawn as a result of changes in or unavailability of information as well as other factors. JCR receives a rating fee paid by issuers for
conducting rating services in principle. JCR retains all rights pertaining to this document, including JCR's rating data. Any reproduction, adaptation, alteration, etc. of this document, including such rating
data, is prohibited, whether or not wholly or partly, without prior consent of JCR.

JCR is registered as a "Nationally Recognized Statistical Rating Organization" with the U.S. Securities and Exchange Commission with respect to the following four classes. (1) Financial institutions, brokers
and dealers, (2) Insurance Companies, (3) Corporate Issuers, (4) Issuers of government securities, municipal securities and foreign government securities.

JCR publishes its press releases regarding the rating actions both in Japanese and in English on the same day. In case that it takes time to translate rating rationale, JCR may publicize the summary version,
which will be replaced by the full translated version within three business days. (Regarding Structured Finance products, JCR only publicize the summary version in English.)

1/1

Copyright © Japan Credit Rating Agency, Ltd. All Rights Reserved.



