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SFG at a glance

SHINHAN FINANCIAL GROUP

The First and most visible financial group in Korea

Listed in NYSE

12 subsidiaries, 17,000 employees in total

Networks of 1,463 distribution channel

Market Cap. USD 17 billion No.6 in Korea
SHINHAN FINANCIAL GROUP as of june’ 2008

Financial (FY 2008)

Total Assets: USD 255 billion
Net Profit: USD 1.6 billion
ROE: 12.4%

ROA: 0.8%

BIS Ratio: 10.2%
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Business Portfolio

Net Income Asia No. 1
Contribution(FY2008 2" Q)(")

30%

Credit Card
(Market Position No.1)

7%
579 Securltleos
. 3%
an Life Insurance
h\/\arket Position No.2) 3%

Capital, Etc

(1)After reflecting ownership by SFG.
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Growth of SFG

No loss recorded for 25 consecutive years since its inception in
1982 including crisis hit years of late 1990s.

Acquisition

of LG Card
300 3,000
250 Acquisition 2,500
of Choheung
200 Bank 2,000

Shift to 1,500
Asian Issuance. of Cl-cl)?rad]:r%
economic GDR pany

Crisis

1997 1999 2001 2003 2005 2006 2007

| SD millio
- Asset ——o Net Income .
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Global credence
by Accounting transparency

Accounting transparency was the core foundation of the remarkable

growth.
Through the adoption of IFRS, our global credence will enhance.

1997 »»>>>> 1998 »»rrr> 2001 >rrrrp 2003 »»»»»>» 2007

IMF - The Asian
economic Crisis

« A designated Issuance of GDR(*)

bank which is as first Korean bank

eligible to acquire Strategic affiliation

insolvent » Enhancing credence with BNP Paribas

financial through the success Listing stocks

institutions of issuing European « Successful affiliation in NYSE

GDR through the Initiating IFRS
accounting . Started applying project
transparency US GAAP
« Registered with * Applying IFRS based
SEC on global accounting
standards

» Opportunity of the
Group’s financial
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Roadmap of IFRS in Korea

IFRS is adopted in Korea in a Big Bang way as of 1st Jan 2011.
The Transition date for the comparative disclosure is 1st Jan 2010.

Transition Date Adoption Date
Opening IFRS B/S  Opening IFRS B/S

2009 1 2010 1 2011 after
#

Korean GAAP.

Triple IFRS
US GAAP GAAP
Period
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IFRS vs Korean GAAP

The introduction of IFRS adopting the Consolidated F/S as a primary F/S
is the biggest change in the Korean accounting history.

Korean GAAP IFRS

Principally fair
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Outlines of implementation

3 years of endeavoring task incorporating hard work of 220 experts.

299
Sub Task

(*) CoA : Chart of Account
(**) LIP : Loss Identification Period

} 60 internal resources, 90 Consultants and 70 IT Consultants

}IT system development process has also been commenced UGSt 2000
ugus
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Key Milestone

2007.8 » 2008.3

Phase |

Implementmg ¢ . Test / update
individual system Implementing stage

1. Differences and
impacts between
K-GAAP and IFRS

2. First time Adoption
options

3. Establishing
detailed
blans

Analysis/detailed

plan stage
[Completed]

PricewaterhouseCoopers

Consolidation system

[In Progress]

Design and implementation

stage

1. Accounting policy
2. IT System implementation

3. Process maintenance, regulation
modification

»2009.7—— 2009 1

» 2010.1

1. Manual & system

closing together

. Revising

management
accounting system

. SOX Update
4. Changed IFRS

Updating
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European
cases such as
benchmarking

PricewaterhouseCoopers

Sub-tasks

4 main tasks are defined and 299 sub tasks are conducted.

1.Interst
income
adjustment

2.Fair
valuation

3.Bad debt
provision

<Securities>

4.Macro
hedging

17.0versea
branches

18.Consolidat
ion system

Group roup
Accounting Group CoA Accounting

Standard Manual
Consolidati Hedge Fair

S
Accounting Head office
department department
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Challenges ; Consolidation

Reporting consolidated F/S as a primary F/S
and changes in the scope of consolidation.

== All financial closings should be performed at Holding Company level

SPC and Private equity fund are included in the consolidated F/S

== All oversea branches should comply with IFRS

¢ The due date for IFRS disclosure will be shortened.
Only almost full automation can afford it.
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Challenges ; Fair valuation

The extension of valuation subjects and the change of valuation
techniques are the main tasks.

== Valuation system will produce fair value for the entire financial instruments
per
account.

A majority of Korean security markets is not qualified as an Active Market

Reflection of credit spread on financial instruments based on Bid/Ask price
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Challenges ; Risk disclosure of financial
instruments

Qualitative & quantitative increase in disclosures including Risk
disclosure.

Remarkable quantitative increase in risk disclosure such as maximum credit
risk
exposure

Consolidation-based Risk disclosure vs Stand-alone Risk disclosure
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Adoption of IFRS is a nation-wide project bringing the biggest change
in the Group accounting.

2= The recognition that transition to IFRS is not optional but imperative should be
spread group-widely.

== Transparency and accountability of F/S is crucially critical not only for growth
but also for survival.

The support from Top Management through steering committee is pivotal.

An extensive tailored training is needed for the entire members of the Group.

22 The project risk could be reduced through the faster implementation with
support of experienced IFRS experts team.
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