DaltonInvestments

February 18th, 2019

Shinsei Bank, Limited

Nihonbashi Muromachi Nomura Building

4-3, Nihonbashi-muromachi, 2-chome,
Chuo-ku, Tokyo, Japan

c/o Mr Hideyuki Kudo, Representative Director

To the Members of the Board and Senior Management

Dalton Investments LLC (“Dalton”) is a US-based institutional investor registered with the
United States Securities and Exchange Commission and headquartered in California, with
long-standing experience investing in Asian companies. On behalf of our clients, we have
been invested in Shinsei Bank since 2016. Collectively, our clients now own approximately
5.97 percent of the outstanding shares of the Bank.

Since our first share purchases, we have worked to be a valuable shareholder, engaging with
management and providing constructive ideas to enhance the Bank’s performance and
shareholder value. Last year, we presented a shareholder proposal at the Annual General
Meeting of the Bank which, if it had been adopted, we believe would have created value
for all shareholders.

We appreciate the management has been open to the dialogue with us. We believe that
some progress has been made in enhancing shareholder value. But we also believe the pace
of such progress is too slow. Our case is simple--the goal of both shareholders and
management of Shinsei Bank must be the repayment of the funds provided by the
Government to rescue the Bank in 1998. Following the collapse of Long-Term Credit Bank,
Japanese taxpayers provided substantial financial assistance to resuscitate the Bank and, as
a consequence, the Government remains the largest shareholder of the Bank to this day. It
is key that the Government be able to recover its investment through the sale of its shares
at a price of at least Yen 7,450, the price established by the Government.

Currently, the share price of Shinsei Bank is substantially below the Government’s target
price. Therefore, all stakeholders must work diligently to increase the share price to recover
the people’s investment. Based on our extensive experience analyzing and investing in
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banks all over the world, we believe that the following program, if carried out with
diligence, will cause the share price to rise substantially, and allow the Japanese taxpayer
to finally be repaid.

Today we propose three courses of action:

First, the Bank shift its compensation program toward the use of equity share awards to
senior and upper level management and board members throughout the Bank. This will
cause the management of the Bank to think and act like owners, and it will directly align
management’s interests with those of all shareholders, especially the Japanese taxpayer.

Second, the Bank should immediately begin a massive and consistent program to
repurchase its own shares in the open market. Shinsei is currently over-capitalized by both
Japanese and international standards. Its balance sheet is bloated with low-yielding assets
that command a capital charge without producing much in the way of incremental earnings
for shareholders. We propose that the Bank drastically reduce the size of its balance sheet
and therefore free up substantial amounts of capital. This capital should then be returned
to shareholders in the form of a dramatic and consistent repurchase (and cancellation) of
the Bank’s shares on the open market. This repurchase plan will have several impacts:

--It will send a signal to investors worldwide that the Bank realizes its shares are deeply
undervalued;

--It will indicate that the Bank is serious about increasing shareholder value by
repurchasing and cancelling shares, therefore increasing the tangible book value of shares;
--It will provide incentive to all members of management who will see the value of their
restricted shares increase in value substantially; and,

--It will attract the notice of the investment community that the Bank is focused on
improving profitability, and this will naturally cause the valuation to increase.

Despite the Government’s steady encouragement for better capital allocation, Shinsei has
been unable to purchase shares quickly enough. This is especially ironic given that the Bank
is under the supervision of the FSA, which has a stated goal of increasing the share price.
It is frustrating that the Bank is unable to take advantage of turbulence in world financial
markets to repurchase shares opportunistically when the price is at such a large discount
to intrinsic value.
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We believe that a conscientious, substantial share repurchase plan, on a scale never before
attempted by a Japanese company, will, over the course of perhaps three years, move the
share price of Shinsei much higher. This will then allow the Government to sell its shares
on the open market and finally reward the patience of taxpayers.

Third, we nominate our founder and senior portfolio manager, Mr. James B. Rosenwald, III
to serve on the Board of Directors of Shinsei Bank. Mr. Rosenwald has a long track record
of investing in and serving on the boards of financial institutions both in the United States
and abroad. We believe that his experience and knowledge would be of great benefit to the
board and the senior management of the Bank. (We have attached his curriculum vitae for
reference.) Naturally, if Mr. Rosenwald were elected to the Board, Dalton and its clients
would be restricted in the information available and ability to trade the stock during his
tenure. Mr. Rosenwald would be willing to serve on the Board as a Director for 1Yen per
annum.

We believe that these three proposals, if adopted, will help increase the share price of
Shinsei dramatically, and allow the Government and Japanese taxpayers to recoup its

investment in the Bank, which must be the main goal of all stakeholders.

Yours sincerely,

Dalton Investments LLC

James B. Rosenwald III
Managing Member
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JAMES B. ROSENWALD, III CFA

Born: January 19, 1958

CURRENT & FORMER EMPLOYMENT

2012 - Present New York University, Adjunct Professor, Leonard N. Stern School of Business
1998 - Present Dalton Investments LLC , Co-Founder, Managing Partner

1984 - Present Rosenwald Capital Management, Inc, Chairman and Chief Executive Officer
1996 — Present Beach Front Properties LLC, Co-Founder, Managing Partner

1981 -1988 Oliver R. Grace & Family, Senior Investment Advisor/Portfolio Manager

PUBLIC COMPANY DIRECTORSHIPS

2010 - Present London Shore Capital Corp
2006 - 2010 London Puma Brandenburg Ltd
1989 — 1996 New York The Concord Fund
1990 — 1995 Massachusetts Grove Bank
1987 - 1989 Pennsylvania Magic Years Child Care and Learning Centers, Inc.
1986 - 1988 New York Richmond Hill Savings Bank
EDUCATION
1987 Chartered Financial Analyst
1984 New York University Graduate School of Business Administration M.B.A. Accounting/Finance
1980 Vassar College, A.B. Economics

SOCHIAL AND CHARITABLE AFFILIATIONS

Palos Verdes Golf Club (California)

Princeton Club (New York)

The University Club (New York)

Los Angeles Philharmonic: Board of Oversees

Center Theater Group Avtistic Directors Circle (Los Angeles)
Los Angeles Society of Securities Analysts

CFA Institute
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Appendix II: Japanese Translation'
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James B. Rosenwald, 111
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! This letter is presented in both an official English version and in unofficial and courtesy Japanese translation. The
translation is provided for informational purposes only and for ease of reference. In the event of any ambiguity
about the meaning of certain translated terms or of any discrepancy between the official English version of the
letter and the translations, the English version shall prevail.
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JAMES B. ROSENWALD, I1l CFA
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1996 4F — WLE Beach Front Properties LLC J:[F|8lIZ, Managing Partner
1998 4F — WTE Dalton Investments LLC JL[F|£l3, Managing Partner
2012 4 — HifE New York University, Leonard N. Stern School of Business JF & #)##
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1986 4F — 1988 4F New York Richmond Hill Savings Bank
1987 4 — 1989 4E Pennsylvania Magic Years Child Care and Learning Centers, Inc
1989 4F — 1996 4F New York The Concord Fund
1990 4F — 1995 4F Massachusetts Grove Bank
2006 4E — 2010 4E London Puma Brandenburg Ltd
2010 4F — FLE London Shore Capital Corp.
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