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     Rating and Investment Information, Inc. (R&I) has announced the following:

RATIONALE:

R&I Affirms A+, Stable: The Chugoku Bank, Ltd.

ISSUER: The Chugoku Bank, Ltd.
Issuer Rating: A+, Affirmed
Rating Outlook: Stable

     The Chugoku Bank, Ltd. is the top regional bank based in Okayama Prefecture, whose economic size 
ranks in the middle nationwide. The bank also has a certain level of market share in the neighboring 
region of Bingo (the eastern part of Hiroshima Prefecture), as well as in Kagawa Prefecture. While the 
growth of lending is decelerating as the demand for bank loans has subsided following the peak recorded 
under the COVID-19 pandemic, the balance of loan assets stays on an upward trend in the local region 
exclusive of major metropolitan areas of the prefecture.
     The Chugoku Bank Group envisions the future as a provider of comprehensive financial services, 
which will meet varieties of customer needs beyond the realms of conventional banking service such as 
deposit and loan. It has established new subsidiaries such as local trading firm or professional 
investment-service company in order to enrich the menu of solutions offered to the customers, on the top 
of the past initiatives to allocate a higher percentage of human resources and time to customer service 
and promotional activities, implementing business process reengineering (BPR) etc. The group plans a 
shift to the holding company system starting from October 2022, in order to accelerate the process toward 
the goal that it envisions for the future. It will support the franchise if the group should be able to invigorate 
the customer transactions by expanding the scope of business or through optimized allocation of 
management resources etc.
     With the security to deposit ratio standing at a relatively high level, the mainstay of risk profile lies in 
the market risk. In addition to the interest rate risk, the price fluctuation risk associated with the assets of 
investment stocks and investment trust funds is relatively high. The credit risk is limited because of the 
conservative credit-management policy that the group has traditionally stuck to. Because of the high 
market risk, the risk resilience is slightly lower than the rating's suggestion. It is essential for the bank to 
decrease the level of dependence on the market business in terms of earnings, while building up a higher 
level of internal reserve mainly through profit accumulation in the customer business simultaneously. The 
asset quality is robust and there is no problem with liquidity.
     The earning capacity remains below what the rating suggests. While the customer business is 
generating profits at a certain level, it is largely contributed by the business of structured finance and the 
credit business with the non-Japanese companies. Going forward, the challenge for the bank is how to 
improve the quality of earnings through enhancement of the lending to local companies and the fee 
business via provision of solution. Eyes are on whether Chugoku Bank is able to accelerate the 
penetration of solution-based business approach and maintain the increasing trend in earnings based on 
the customer business, on introduction of the holding company system.

     The primary rating methodologies applied to this rating are provided at "R&I's Basic Methodology for 
Corporate Credit Ratings", "Shared Rating Approach for Financial Institutions, etc.", "Depository Financial 
Institutions" and "R&I's Analytical Approach to Regulatory Capital Instruments and Financial Institutions". 
The methodologies are available at the web site listed below, together with other rating methodologies 
that are taken into consideration when assigning the rating.
     https://www.r-i.co.jp/en/rating/about/rating_method.html
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NEWS RELEASE
R&I RATINGS:
ISSUER: The Chugoku Bank, Ltd. (Sec. Code: 8382)

Issuer Rating
RATING: A+, Affirmed
RATING OUTLOOK: Stable

Shelf Reg. (Sub. Bonds with Non-viability Write-off Clause)
ISSUE AMOUNT (mn): JPY 50,000
ISSUE PERIOD: From Sep 08, 2020 to Sep 07, 2022
RATING: Dated Sub. Bonds: A, Affirmed (Preliminary)

Unsec. Sub. Bonds with a Non-
viability Write-off Clause No.1

Issue Date Maturity Date Issue Amount (mn)

Oct 15, 2020 Oct 15, 2030 JPY 10,000
RATING: A, Affirmed

    A preliminary rating is assigned when a provisional credit rating is needed for an individual obligation 
on which final terms have not been determined. A credit rating finally assigned may differ from the 
preliminary rating depending on, among others, the details of the actual contract of the individual 
obligation.
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