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Conduct Risk Management

Conduct Risk

As a trust bank group, we have a responsibility to meet the
deserved expectations of our stakeholders and earn their
trust, and we are expected to act in a way that fulfills that
responsibility based in the high professional ethics and self-
discipline that is born out of the fiduciary spirit.

Any inappropriate behavior that fails to meet these expec-
tations could potentially have a negative impact on our cli-
ents, our working environment, the market, and society itself.

Examples would include damage to our credit and other
non-financial burdens, or the levying of fines, lawsuit settle-
ments, and other financial burdens.

The Group recognizes these risks as significant, and they

B Conduct Risk Management Initiatives

The Group recognizes that any situation that could lead to
public questioning of the Group's corporate ethics and atti-
tude is a risk, so we consider conduct risk management to be
the effort to prevent such situations by regulating behavior
that could lead there.

For example, the behavior of each Group company’s offi-
cers and employees is often a reflection of their own beliefs,
and that is where risk begins. It is important for these officers
and employees to not simply comply with the rules every
day, but to rather return to the position of professional ethics
and have a shared understanding that what is important is to
act with the customer in mind.

For this reason, conduct risk management in the Group is
founded on assumption that reducing risk can be achieved
by maintaining professional ethics, having a positive impact
on stakeholders, and promoting better and best practices

for clients.

are managed as conduct risk, a sub-category of operational
risk.

The Group classifies conduct risk as any action that could
have a negative impact on the Group, the working environ-
ment, our clients, the market, the financial infrastructure, or
society due to an officer or employee of a Group company
engaging in behavior that violates professional ethics or
otherwise fails to meet expectations among stakeholders or
damages their trust in us. Each Group company is working to
create a PDCA cycle to regulate this possibility by defining
and evaluating conduct risk, implementing risk control mea-

sures, and more.

In order to manage conduct risk, the Group is simultane-
ously working on a combination of measures that include the
establishment of a steadfast administrative system that keeps
misconduct and other inappropriate behavior in check, the
nurturing of a corporate culture that encourages individuals
to independently address risks that arise in the course of their

work, and incentives to encourage such autonomous behavior.

Primary Conduct Risk Initiatives

e |dentification, evaluation, and preventative monitoring for
signs of conduct risk

e Collection of information from both inside and outside
the Group to gain a better understanding of potential and
unrecognized risks

e Cultivation and dissemination of a corporate culture that
looks out for risk

e Conducting of employee awareness surveys

Employee Discussions on Principles and Other Topics

The Group is creating easy-to-use tools that extract
the essence of the Group's purpose, mission, vision,
values, and other principles to help raise awareness and
give employees a more systematic understanding of
these concepts.

Employees engage in group discussions where they
share opinions to provide practical ideas that can serve
as references for any employee whenever they are
uncertain about a decision they must make over the
course of their work.






