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Independent Auditors’ Report

Based on a report originally issued in Korean

To the Board of Directors and Stockholder
Shinhan Investment Corp.:

We have audited the accompanying non-consolidasgdmsents of financial position of Shinhan Invesim&orp.
(the “Company”) as of March 31, 2011 and 2010 ahd telated non-consolidated statements of income,
appropriation of retained earnings, changes intggand cash flows for the years then ended. These
consolidated financial statements are the respiibgibf the Company’s management. Our responisybik to
express an opinion on these non-consolidated finbsiatements based on our audits.

We conducted our audits in accordance with audgiagdards generally accepted in the Republic sé&o Those
standards require that we plan and perform thetdadobtain reasonable assurance about whethefirthrcial

statements are free of material misstatement. it éncludes examining, on a test basis, evidesugporting the
amounts and disclosures in the financial statemers audit also includes assessing the accoumtimgiples used
and significant estimates made by management, dsawevaluating the overall financial statemergggntation.
We believe that our audits provide a reasonables tf@sour opinion.

In our opinion, the non-consolidated financial stagnts referred to above present fairly, in allanat respects, the
financial position of the Company as of March 3@12 and 2010 and the results of its operationsappgopriation
of its retained earnings, the changes in its eqaitgt its cash flows for the years then ended irfazonity with
accounting principles generally accepted in theuRép of Korea.

The following matter may be helpful to the read@rstheir understanding of the non-consolidated rfaial
statements:

As discussed in note 2(a) to the non-consolidaiteahtial statements, accounting principles andtagdstandards
and their application in practice vary among caestr The accompanying non-consolidated finantc&ements are
not intended to present the financial positionultssof operations, changes in  equity and cashkdlm accordance
with accounting principles and practices generaltgepted in countries other than the Republic ofeEo In
addition, the procedures and practices utilizedhim Republic of Korea to audit such non-consolidaiaancial
statements may differ from those generally acceatetiapplied in other countries. Accordingly, ttéport and the
accompanying non-consolidated financial statemarngsfor use by those knowledgeable about Koreanuating
principles and auditing standards and their apgtinan practice.



KPMG Samjong Accounting Corp.
Seoul, Korea
June 16, 2011

This report is effective as of June 16, 2011 thditaeport date. Certain subsequent events oumistances, whic
may occur between the audit report date and the tifnreading this report, could have a materialaotpon the
accompanying non-consolidated financial statemantsnotes thereto. Accordingly, the readers ofatlndit report
should understand that there is a possibility thatabove audit report may have to be revisedftectehe impact o
such subsequent events or circumstances, if any.




Shinhan Investment Corp.

Non-Consolidated Statements of Financial Position

As of March 31, 2011 and 2010

(In millions of won)

Assets

Cash and cash equivalents

Deposits
Securities

Derivative assets

Loans, net

Property and equipment, net
Other assets

Total assets

Liabilities and Stockholder’s equity

Liabilities:

Customers’ deposits
Guarantee deposits

Call money
Borrowings

Securities sold under reverse resale agreements
Securities sold

Derivatives-combined securities sold

Derivative liabilities

Debenture

Subordinated borrowings
Retirement and severance benefits
Allowance for others

Other liabilities

Total liabilities
Stockholder’s equity:

Capital stock of-V8,000 par value
Authorized:
Common stock - 450,000,000 shares
Preferred stock - 150,000,000 shares
Issued and outstanding:
Common stock - 255,576,350 shares
Preferred stock - 3,823,314 shares
Capital surplus
Accumulated other comprehensive income
Retained earnings

Total stockholder’s equity

Total liabilities and stockholder’s equity

Note 2011 2010
3,7 W 608,469 35,694
4,79 2,226,917 1,798,980
59,17 6,317,856 4,930,626
7,21 120,392 75,375
6,17 905,445 894,773
8,9 162,639 170,156
6,7,10,17 434,186 478,684
W 10,775,904 8,384,288
17 W 1,195,926 968,208
11 21,627 15,767
12 744,600 359,900
7,12 100,427 206,232
3,433,290 2,880,964
454,534 203,360
13 2,430,109 1,214,867
7,21 36,677 80,133
14 49,973 49,954
7,15 100,000 170,000
16 205 443
20 21,942 21,942
7,18 257,762 392,734
8,847,072 6,564,504
22 1,296,998 1,296,998
23 15 15
24 94,743 80,304
25 537,076 442,467
1,928,832 1,819,784
W 10,775,904 8,384,288

See accompanying notes to the non-consolidated financial statements.




Shinhan Investment Corp.
Non-Consolidated Statements of Income
For the years ended March 31, 2011 and 2010

(In millions of won)

Operating revenue:

Commission income

Gain on sale of trading securities

Unrealized gain on trading securities

Gain on sale of securities available for sale

Unrealized gain on trading securities sold

Gain related to derivatives-combined securities
owned

Gain related to derivatives-combined securities
sold

Gain on derivatives transactions

Interest income

Reversal of allowance for loan losses

Gain on foreign currency transactions

Others

Operating expense:

Commission expense

Loss on sale of trading securities

Unrealized loss on trading securities

Loss on sale of securities available for sale

Impairment loss on available-for-sale securities

Unrealized loss on trading securities sold

Loss related to derivatives-combined securities
owned

Loss related to derivatives-combined securities
sold

Loss on derivatives transactions

Interest expense

Credit loss expenses

Loss on foreign currency transactions

General and administrative expenses

Others

Operating income

See accompanying notes to the non-consolidated financial statements.

Note 2011 2010

7 406,279 444 514
145,120 141,292

21,201 39,743

1,030 3,122

1,085 57

213,307 54,368
296,466 135,201
7,21 391,031 449,040
7 286,487 273,686
15,185 -

31,141 45,341

67,325 38,516
1,875,657 1,624,880

7 49,735 54,781
129,807 87,033

17,204 5,187

6 20,436

754 926

1,220 1,045

45,633 2,902

574,868 361,323

7,21 377,849 363,013
7 129,781 124,040
21,022 57,429

33,118 36,511

7,26 352,857 352,143
37 47,340
1,733,891 1,514,109

141,766 110,771




Shinhan Investment Corp.
Non-Consolidated Statements of Income, Continued
For the years ended March 31, 2011 and 2010

(In millions of won) Note 2011 2010

Non-operating income (expense):

Gain (loss) ordisposal of property and equipme

See accompanying notes to the non-consolidated financial statements.

(16) 2,228
net

Loss on equity method accounted investees 5 (3,604) (3,714)
Rental income 7 16,497 15,562
Donations (1,219) (2,946)
Other, net 441 1,635
Total non-operating income 12,099 12,765
Income before income taxes 153,865 123,536
Income taxes 27 44,256 31,942
Net income 109,609 91,594




Shinhan Investment Corp.

Non-Consolidated Statements of Appropriation of Retained Earnings

For the years ended March 31, 2011 and 2010

Date of Appropriation for 2011: June 27, 2011
Date of Appropriation for 2010: June 28, 2010

(In millions of won)

Unappropriated retained earnings:

Balance at the beginning of year
Net income

Balance at end of year before appropriation
Transfer from voluntary reserves

Reserve for loss on futures transactions
Appropriation of retained earnings:

Legal Reserve
Dividends

Unappropriated retained earnings to be carried twver
subsequent year

Note 2011 2010
— W 422,967 347,809
109,609 91,594
532,576 439,403
- 64
2,000 1,500
29 20,000 15,000
22,000 16,500
W 510,576 422,967

See accompanying notes to the non-consolidated financial statements.



Shinhan Investment Corp.
Non-Consolidated Statements of Changes in Equity
For the years ended March 31, 2011 and 2010

Accumulated

other Total
Capital Capital comprehensive stockholder’s

(In millions of won) stock surplus income Retained earnings equity
Balance at April 1, 2009 W 1,296,998 15 50,795 380,873 1,728,681
Cash dividends - - - (30,000) (30,000)
Net income - - - 91,594 91,594
Gam(!.pss) on valuation of i i 31,704 i 31,704
securities available for sale
Share of assomates other i i (2,195) i (2,195)
changes in net assets
Balance at March 31, 2010 w 1,296,998 15 80,304 442,467 1,819,784
Balance at April 1, 2010 W 1,296,998 15 80,304 442,467 1,819,784
Cash dividends - - - (15,000) (15,000)
Net income - - - 109,609 109,609
Gam(!.pss) on valuation of i i 15,456 i 15.456
securities available for sale
Share of _assomates other i i (1,017) i (1,017)
changes in net assets
Balance at March 31, 2011 w 1,296,998 15 94,743 537,076 1,928,832

See accompanying notes to the non-consolidated financial statements.



Shinhan Investment Corp.
Non-Consolidated Statements of Cash Flows
For the years ended March 31, 2011 and 2010

(In millions of won)
Cash flows from operating activities:
Net income W
Adjustments to reconcile net income to net cash
provided by (used in) operating activities:
Depreciation expense
Amortization expense
Provision for loan losses
Provision for doubtful accounts
Reversal of Allowance for Others
Unrealized gain on trading securities, net
Impairment loss on available-for-sale securities
Unrealized loss on securities sold, net
Unrealized gain on hybrid securities bought, net
Unrealized loss on hybrid securities issued, net
Unrealized gain on derivatives transactions, net
Gain on foreign currency transactions, net
Loss (gain) from sale of available-for-sale sedesitnet
Loss from valuation of investment securities actedror by
equity method, net
Deferred tax income
Provision for retirement and severance benefits
Gain (loss) from sale of property and equipmert, ne
Increase in deposits segregated under the regulatio
Decrease (increase) in trading securities
Increase in hybrid securities bought
Decrease in derivative assets
Decrease (increase) in Call loans
Increase in brokers’ loans
Increase in Employees' loans
Decrease (increase) in advances for customers
Decrease in loan purchased
Decrease (increase) in other loans
Decrease (increase) in other assets
Increase (decrease) in deposits from customers
Increase in deposits
Increase (decrease) in bonds sold with repurchgreements
Increase in securities sold
Increase in hybrid securities issued
Decrease in derivative liabilities
Decrease in allowance for credit loss
Increase (decrease) in other liabilities
Increase (decrease) in deferred tax liabilities, ne
Retirement and severance benefits paid
Unwinding of present value discount accounts
Other, net

Net cash provided by (used in) operating activities W

See accompanying notes to the non-consolidated financial statements.

2011 2010
109,609 91,594
14,453 14,291
15,410 10,787
21,022 57,429
- 25,398
(12,504) -
(3,997) (34,556)
754 926
135 988
(7,197) (29,594)
99,531 105,817
(64,238) (9,645)
(1,282) (1,658)
(1,024) 17,314
3,604 3,714
- (29,862)
1,565 2,188
16 (2,228)
(385,487) (867,015)
(948,101) 110,148
(35,201) (25,402)
32,779 71,490
80,000 (80,000)
(217,870) (201,018)
(667) (1,679)
(336) 21
144,628 136,923
57,292 (1,360)
35,380 (54,428)
231,151 (117,855)
5,861 6,649
552,326 (91,124)
251,039 198,680
1,115,712 430,360
(57,009) (143,080)
(97,197) -
(139,719) 149,401
15,707 (1,205)
(1,803) (1,957)
1,101 -
(41,810) 675
773,633 (286,355)




Shinhan Investment Corp.
Non-Consolidated Statements of Cash Flows, Continued
For the years ended March 31, 2011 and 2010

(In millions of won)
Cash flows from investing activities:

Cash provided by investing activities:
Disposition of securities available for sale
Dividends from equity method accounted investments
Disposition of tangible fixed assets
Disposition of intangible fixed assets
Collection of guarantee
Collection of dishonored bonds

Cash used in investing activities:
Acquisition of securities using equity method
Acquisition of securities available for sale
Acquisition of tangible fixed assets
Payment of guarantee
Acquisition of intangible assets

Net cash used in investing activities
Cash flows from financing activities:
Cash provided by financing activities:
Increase in call money
Increase in borrowings
Increase in debentures
Receipt of deposits for rent
Cash used in financing activities:
Decrease in call money
Decrease in borrowings
Payment of debenture issuance costs
Payment of deposits for rent
Payment of cash dividends on common stock
Net cash provided by (used in) financing activities
Net increase (decrease) in cash and cash equisalent

Cash and cash equivalents at beginning of the gberio

Cash and cash equivalents at end of the year

See accompanying notes to the non-consolidated financial statements.

2011 2010
4,262 31,133

99 -

64 4,488

- 3

1,192 6,481

23 -
5,640 42,105
13,583 8,336
368,359 21,087
7,016 11,843
4,484 5,788
6,861 3,424
400,303 51,378
(394,663) (9,273)

384,700 -
- 78,252

- 50,000

2,225 1,727
386,925 129,979
- 113,300
175,805 53,003

- 59

2,315 5,218
15,000 30,000
193,120 201,580
193,805 (71,601)
572,775 (367,229)
35,694 402,923
608,469 35,694




Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements
March 31, 2011 and 2010

(1) Organization and Description of Business

Shinhan Investment Corp. was established on ApfiBZ3 under the name of HyoSeong Securities Gd. tb
engage in proprietary trading, underwriting andkerage services. The Company changed its name from
Good Morning Shinhan Securities Co., Ltd. to Shinhrvestment Corp. on August 24, 2009. The Compsny
wholly owned by Shinhan Financial Group and oper#éteough 88 branches and 18 sales offices as oftMa
31, 2011.

Since December 28, 2005, the Company has beee inubt business pursuant to the Korea Trust Basihaw.
Assets under trust management amounted-691W9,131 million as of March 31, 2011 and fee meaderived
there from amounted te-8Y425 million for the year ended March 31, 2011.

(2) Basis of Presenting Financial Statements and Suynaiaé8ignificant Accounting Policies

(@)

Basis of Presenting Financial Statements

The Company maintains its official accounting relsoin Korean won and prepares statutory financial
statements in the Korean language in conformityh véitcounting principles generally accepted in the
Republic of Korea. Certain accounting principlepléed by the Company that conform with financial
accounting standards and accounting principlebénRepublic of Korea may not conform with generally
accepted accounting principles in other countrieg\ccordingly, these non-consolidated financial
statements are intended solely for use by those avbanformed in Korean accounting principles and
practices. The accompanying non-consolidated &iagdrstatements have been condensed, restructured
and translated into English with certain expandescdptions from the Korean language non-consaiiat
financial statements.

Certain information included in the Korean languagen-consolidated financial statements, but not
required for a fair presentation of the Companylarfcial position, results of operations, cashvfcor
changes in equity is not presented in the accompgmon-consolidated financial statements.

The accompanying non-consolidated financial statesnmclude only the accounts of the Company, and
do not include the accounts of any of its subsidgar

The Company prepares the financial statements tordance with generally accepted accounting

principles in the Republic of Korea. The Companplega the same accounting policies that were adbpte
in the previous year's non-consolidated financiatesnents.

-10 -



Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Continued
March 31, 2011 and 2010

(2) Summary of Significant Accounting Policies d@alsis of Presenting Financial Statements, Continue

(b) Investments in Securities

Classification

Upon acquisition, the Company classifies debt amplitg securities (excluding investments in
subsidiaries, associates and joint ventures) imtofollowing categories: held-to-maturity, avaikedor-
sale or trading securities.

Investments in debt securities where the Compasyti positive intent and ability to hold to mattyri
are classified as held-to-maturity. Securities #rat acquired principally for the purpose of sgllin the

short term are classified as trading securitiesivestments not classified as either held-to-matuoit

trading securities are classified as availablestde securities.

Initial recognition
Investments in securities (excluding investmentsubsidiaries, associates and joint ventures)ratially
recognized at cost.

Subsequent measurement and income recognition

Trading securities are subsequently carried atine. Gains and losses arising from changeseirfatin
value of trading securities are included in the-nonsolidated income statement in the period inctvhi
they arise. Available-for-sale securities are sgbseetly carried at fair value. Gains and lossésiray
from changes in the fair value of available-foresalecurities are recognized as accumulated other
comprehensive income, net of tax, directly in eguitinvestments in available-for-sale securitiest o

not have readily determinable fair values are racmg at cost less impairment, if any. Held-to-miagu
investments are carried at amortized cost withr@steincome and expense recognized in the non-
consolidated income statement using the effectiterést method.

Fair value information

The fair value of marketable securities is detesdimising quoted market prices as of the period end.
Non-marketable debt securities are fair valuedibgalinting cash flows using the prevailing marletes

for debt with a similar credit risk and remainingturity. Credit risk is determined using the issuer
credit rating as announced by accredited creditgaagencies in Korea. Non-marketable beneficiary
certificates are recorded at the fair value using $tandard trading yield rate determined by fund
management companies.

I mpairment

The Company reviews investments in securities wir@nevents or changes in circumstances indicate
that the carrying amount of the investments mayhwtecoverable. Impairment losses are recognized
when the reasonably estimated recoverable amouatdeas than the carrying amount and it is not
obviously evidenced that impairment is unnecessary.

An impairment loss is reversed if the reversal barrelated objectively to an event occurring after
impairment loss was recognized and a reversal ahpairment loss shall not exceed the carrying amhou
that would have been determined (net of amortinatio depreciation) had no impairment loss been
recognized in the asset in prior years. For finelnassets measured at amortized cost and avaftable-
sale assets that are debt securities, the revisrgalcognized in profit or loss. For available-fade
financial assets that are equity securities, thersal is recognized directly in equity.

-11 -



Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Continued
March 31, 2011 and 2010

(2) Summary of Significant Accounting Policies d@alsis of Presenting Financial Statements, Continue

(©)

(d)

Investment in Associates and Subsidiaries

Associates are entities of the Company and itsidigibes that have the ability to significantly liénce the
financial and operating policies. It is presumed&ve significant influence if the Company holdeedily
or indirectly 20 percent or more of the voting powaless it can be clearly demonstrated that thist the
case. Subsidiaries are entities controlled by theag@any.

Investments in associates and subsidiaries areuatbfor using the equity method of accounting ared
initially recognized at cost.

The Company’s investments in associates and sabigigliinclude goodwill identified on the acquisitio
date (net of any accumulated impairment loss). @dbds calculated as the excess of the acquisitiost
of an investment in an associate or subsidiary tweiCompany’s share of the fair value of the idriie
net assets acquired. Goodwill is amortized usirg dtraight-line method over its estimated usefid. li
Amortization of goodwill is recorded together wehuity income (losses).

When events or circumstances indicate that theyicgrivalue of goodwill may not be recoverable, the
Company reviews goodwill for impairment and recaady impairment loss immediately in the statemént o
income.

The Company’s share of its post-acquisition praditdosses in investments in associates and sabigisliis
recognized in the income statement, and its shiagp@si-acquisition movements in equity is recogdiie
equity. The cumulative post-acquisition movememts adjusted against the carrying amount of each
investment. Changes in the carrying amount ofneestment resulting from dividends by an assomate
subsidiary are recognized when the associate @idiaby declares the dividend. When the Company’s
share of losses in an associate or subsidiary ®quaéxceeds its interest in the associate or dialgj
including preferred stock or other long term loansl receivables issued by the associate or subsidiie
Company does not recognize further losses, untdsssiincurred obligations or made payments onlbeha
of the associate or subsidiary.

If the investee is a subsidiary, net income and asdets of the parent company’s separate financial
statements should agree with the parent comparfyésesin the net income and net assets of the
consolidated financial statements, except whenQbmpany discontinues the application of the equity
method due to its investment in a subsidiary bedyiced to zero.

Unrealized gains on transactions between the Coynpad its associates or subsidiaries are elimintted
the extent of the Company’s interest in each aas®ar subsidiary.

Derivatives-combined Securities Bought or Sold

Equity-linked securities and derivative-linked séieis bought or sold are presented as a combimaifo
interest-bearing debt securities with a series gifon contracts. The embedded option contractsnate
bifurcated from the debt securities. The debt camepéd and the equity conversion option are combaredt
recorded at the fair value with unrealized holdgains and losses reported in operating revenues(ese).
Additionally, in relation to derivatives-combine@cairities sold, commission paid at the issue date a
separated from these instruments and accounteasfoommission income. Securities with stock was;ant
which are marketable, are recorded at fair valuequeted market prices as of the period end and non
marketable securities with stock warrants are ddbrat fair value as quoted by accredited credihga
agencies in Korea.

-12 -



Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Continued
March 31, 2011 and 2010

(2) Summary of Significant Accounting Policies @asis of Presenting Financial Statements, Continue

(e)

()

Loans

Loans are reported at their outstanding principghtces net of any unearned income and charge-offs.
Unearned income is amortized over the contractigabf the loan using the effective interest methodhe
Company generally places loans on nonaccrual stettes principal or interest payments become one day
past due. Any unpaid interest previously accruedsiach loans is reversed from income, and thereafte
interest is recognized only to the extent paymargsreceived. These loans are entirely chargediogh
deemed uncollectible or when they reach a defingtber of days past due. Payments on delinquent
loans are first applied to delinquent interestfadomal interest, and then to the principal balance.

Transfers of loans to third parties are accountech§ sales when control is surrendered to thesfeeae.
The Company derecognizes the loans from the staemie financial position including any related
allowance, and recognizes all assets obtained iahilitles incurred at fair value. Any resultingig or
loss on the sales is recognized in earnings.

Allowance for Doubtful Accounts

The Company provides an allowance for doubtful aot® on outstanding loans (brokers’ loans, advances
for customers, dishonored bonds and other loangd)cdiner receivables (trade accounts receivable and
accrued income) at the end of the period basedhencobllectibility of individual receivables and in
accordance with the Regulation on Supervision afuSges Business. This regulation requires that a
loans be classified as normal, precautionary, saibdsird, doubtful, or estimated loss based on druwf
factors, including the financial position of thertmwer, the repayment ability of the borrower ardtpdue
history. An allowance for doubtful accounts isctddted as of the end of reporting period, on tanl
balances using the prescribed percentages of @%620%, 75% and 100%, respectively.

Additionally, due to the revised Regulation on Sufson of Securities Business, the Company should
provide an allowance for doubtful accounts on @umsing project financing loans

Project financing loans

More than 0.5%
(less than one-year
pass due loans

More than 3% (one- More than 2% for

Normal secured by the
year pass due loans) . the rest
company with
higher than BBB
or A3 credit rating)
0
. More than 7% More than 10% for
Precautionary (apartment related
the rest
loans)
Substandard More than 30%
Doubtful More than 75%
Estimated loss 100%

-13 -



Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Continued
March 31, 2011 and 2010

(2) Summary of Significant Accounting Policies d@alsis of Presenting Financial Statements, Continue

()

(@)

(h)

Allowance for Doubtful Accounts, Continued

The Company assess the aggregated amount of ls@hseaeivables as present value discounted by
reasonable interest rate if there are significdfferénces between the book value and the presduoe\of
restructured loans and receivables due to a reatthgdf terms in principals, interest rates or undies
agreed by the related parties as in the case aft ceaeivership, court mediation or workout. The
differences between the book value and the presdué are recorded as allowances for credit loaads
credit loss expenses.

Property and Equipment

Property, plant and equipment are stated at cesgpe in the case of revaluation made in accordaviite
the prior Asset Revaluation Law. Assets acquiredugh investment in kind or donation, are recoraed
their fair value upon acquisition. For assets &egin exchange for a non-monetary asset, thevédire
of the asset given up is used to measure the ¢dseaasset received unless the fair value of #eeta
received is more clearly evident.

Significant additions or improvements extending fukdives of assets are capitalized. Normal
maintenance and repairs are charged to expenselasad.

Depreciation is computed using the straight-linehmoe over the estimated useful lives of assetslésifs:

Description Useful Lives
Buildings 40~60 years
Vehicles 4 years
Furniture and fixtures 4 years
Office equipment and other 15 years

Intangible Assets

Intangible assets, which are acquired by the Compane stated at cost less accumulated amortizatidn
impairment losses, if any. Such intangible asse¢samortized using the straight-line method over a
reasonable period based on the nature of the &ssetears for computer software and five yearsother
intangible assets.

Joint fund in compensation for damages

Under the Financial Investment services, articlé 89 Capital market Act and article 23 of regulation
supervision of members in Korea Exchange (KRX), @mmpany reserves the collective fund for default
loss on breach of contract and collective funddefault loss in Korea Exchange (KRX), respectivédy,
compensate for the damage result from the breaehcdimtracts in the security market and default on
obligation in the futures market. The funded answonsist of basic amount e300 million, members’
payment on dealing in stocks in daily average, tiedaggregated amount of variable in accordande wit
the ratio of guarantee trading deposit. The marintimit on each of funds are-Y@0 billion.

-14 -



Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Continued
March 31, 2011 and 2010

(2) Summary of Significant Accounting Policies a@asis of Presenting Financial Statements, Continue

()

(k)

o

Bonds Sold (Purchased) with Repurchase (Resaleehugnts

Bonds purchased with resale agreements and bordsueder repurchase agreements are treated as
collateralized financing transactions and are edrin the non-consolidated statement of finanabeiton

as assets and liabilities at the amount at whiehstcurities will be subsequently resold or repased,
including accrued interest, as specified in thpeetive agreements. Interest earned on resaleragres

and interests incurred on repurchase agreementsepoeted as interest income and interest expense,
respectively. The Company’s policy is to take passon of securities purchased under agreements to
resell.

Securities Sold

Marketable securities borrowed from the Korea S#dearDepository are not presented as securitiEsiso
the statement of financial position (see note 31)/hen the borrowed securities are sold, the markieie
of such securities at the time of sale is recomed liability. Differences between the markeuesdt the
time of sale and the market value at the time eftthrrowing are accounted for as unrealized gassjlon
those securities in operating revenue (expense).

Retirement and Severance Benefits

The Company sponsors a defined contribution planvivich contributions in the amount of 1/12 of
employee’s annual salary is made by the Companyie dmount of benefit payments depends on the
performance of the plan assets and is not guamnte@ontributions to the plan are expensed asragnt
and severance benefits when remitted to the plan.

Some of employees who have been with the Companynéoe than one year are entitled to lump-sum
payments based on salary rates and length of seatithe time they leave the Company. The Company's
estimated liability under the plan which would bayable if all employees left on the end of repartin
period is accrued in the accompanying non-cons@diatatement of financial position. A portiontoé
liability is covered by an employees’ severancedfigntrust where the employees have a vestedeisttén

the deposit with the insurance company in trusthe Heposit for severance benefits held in trust is,
therefore, reflected in the accompanying non-cadatdd statement of financial position as a reductf

the liability for retirement and severance benefits

Through March 1999, under the National Pension ®ehef Korea, the Company transferred a certain
portion of retirement allowances for employeeshi® National Pension Fund. The amount transferrdd wi
reduce the retirement and severance benefit amoubt paid to the employees when they leave the
Company and is accordingly reflected in the accaomjpey non-consolidated financial statements as a
reduction of the retirement and severance bergftigity.

However, due to a new regulation effective Aprib®9such transfers to the National Pension Funchare
longer required.
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Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Continued
March 31, 2011 and 2010

(2) Summary of Significant Accounting Policies d@alsis of Presenting Financial Statements, Continue

(m) Foreign Currency Translation

Monetary assets and liabilities denominated in ifprecurrencies are translated into Korean Won at
W1,107.20 to US$ 1, the foreign exchange rate orettakof the reporting period, with the resultingnga

or losses recognized in the non-consolidated incetaéement. Non-monetary assets and liabilities
denominated in foreign currencies, which are statdustorical cost, are translated into Korean V&lbthe
foreign exchange rate at the date of the trangactio

Foreign currency assets and liabilities of forelig@sed operations and companies accounted for thsing
equity method are translated at the rate of exahatdhe end of the reporting period. Foreignengy
amounts in the statement of income are translasgtywan average rate and foreign currency balaimces
the capital account are translated using the lidstiorate. Translation gains and losses arisimgnfr
collective translation of the foreign currency firnéal statements of foreign-based operations arerded

net as accumulated other comprehensive income. seThgains and losses are subsequently recognized as
income in the year the foreign operations or theganies are liquidated or sold.

(n) Derivatives

The Company holds derivative financial instrumetatshedge its foreign currency and interest ratk ris
exposures. Embedded derivatives are separatedtifidmmost contract and accounted for separateheif
economic characteristics and risks of the hostrachand the embedded derivative are not closédyerc,
and a separate instrument with the same termseasmivedded derivative would meet the definitiom of
derivative.

Derivatives are initially recognized at fair valae the date on which a derivative contract is eutento
and are subsequently remeasured at their fair valéributable transaction costs are recognizeprafit
or loss when incurred.

Hedge accounting

Where a derivative, which meets certain critesaused for hedging the exposure to changes inatne f
value of a recognized asset, liability or firm coitment, it is designated as a fair value hedge. ella
derivative, which meets certain criteria, is ussddhiedging the exposure to the variability of theife cash
flows of a forecasted transaction it is designated cash flow hedge. The Company documentsgeat th
inception of the transaction, the relationship kestw hedging instruments and hedged items, as wét a
risk management objective and strategy for undarggkarious hedge transactions. The Company also
documents its assessment, both at hedge inceptiboraan ongoing basis, of whether the derivatikas

are used in hedging transactions are highly effedti offsetting the changes in fair values or déshs of
hedged items.

Fair value hedge

Changes in the fair value of derivatives that asighated and qualify as fair value hedges arerdedan
the statement of income, together with any chamgése fair value of the hedged asset or liabilitst are
attributable to the hedged risk.
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Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Continued
March 31, 2011 and 2010

(2) Summary of Significant Accounting Policies d@alsis of Presenting Financial Statements, Continue

(n)

(0)

P

Derivatives, Continued

Cash flow hedge

The effective portion of changes in the fair vatdi@erivatives that are designated and qualifyash dlow
hedges is recognized in equity. The gain or ladating to any ineffective portion is recognized
immediately in the statement of income. Amountsuatulated in equity are recycled to the income
statement in the periods in which the hedged italhaffect profit or loss. When a hedging instrurhen
expires or is sold, or when a hedge no longer niketsriteria for hedge accounting, any cumulagae

or loss existing in equity at the time remains quiey and is recognized when the forecast transads
ultimately recognized in the statement of incom#&/hen a forecast transaction is no longer expedaied t
occur, the cumulative gain or loss that was repliteequity is immediately transferred to the staeat of
income.

Derivatives that do not qualify for hedge accounting
Changes in the fair value of derivative instrumehtt are not designated as fair value or cash lfledges
are recognized immediately in the statement ofrimeo

Separable embedded derivatives
Changes in the fair value of separable embeddedatiges are recognized immediately in the stateroén
income.

Share-Based Payment

The Company granted shares or share options tGdhgany’s employees and other parties. For equity-
settled share-based payment transactions, the Ggmpaasures the goods or services received, and the
corresponding increase in equity as a capital adjist at the fair value of the goods or servicesired,
unless that fair value cannot be estimated reliabliythe entity cannot estimate reliably the fe#lue of

the goods or services received, the Company meathe# value, and the corresponding increase uitygq
indirectly, by reference to the fair value of thguity instruments granted. If the fair value oé taquity
instruments cannot be estimated reliably at thesoreanent date, the Company measures them at their
intrinsic value and recognizes the goods or sesvieeeived based on the number of equity instrusnent
that ultimately vest. For cash-settled share-basgthent transactions, the Company measures thdsgoo
or services acquired and the liability incurredthet fair value of the liability. Until the liabfly is settled,

the Company remeasures the fair value of the itglat each reporting date and at the date ofesatht,

with changes in fair value recognized in profilass for the period

Provisions, Contingent Assets and Contingent Liidos|

Provisions are recognized when all of the followesng met: (1) an entity has a present obligatiom as
result of a past event; (2) it is probable thabatflow of resources embodying economic benefité va
required to settle the obligation, and (3) a rdéatstimate can be made of the amount of the didiga
Where the effect of the time value of money is makea provision is recorded at the present vailithe
expenditures expected to be required to settlelligation.

Where the expenditure required to settle a prowisgoexpected to be reimbursed by another pargy, th
reimbursement is recognized as a separate assat, vaimel only when, it is virtually certain that
reimbursement will be received if the Company estthe obligation. The expense relating to a gioni

is presented net of the amount recognized forratreisement.
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Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Continued
March 31, 2011 and 2010

(2) Summary of Significant Accounting Policies d@alsis of Presenting Financial Statements, Continue

(@)

(1)

(s)

Revenue Recognition

Gain and loss from securities transactions and dsgiom income and expense relating to brokerage
services are recorded on trade date.

Interest income on loans is recognized on an attrasis; however, interest income on delinquent and
dishonored loans, other than those subject to ggaeposits and guaranteed by financial institusiois
recognized on a cash basis.

Income Taxes

Income tax on the income or loss for the year cdseprcurrent and deferred tax. Income tax is
recognized in the statement of income except toettient that it relates to items recognized diyetl
equity, in which case it is recognized in equity.

Current tax is the expected tax payable on thebtaxacome for the year, using tax rates enacted.

Meanwhile, Shinhan Financial Group Co., Ltd., therddt Company, has adopted tax consolidation
scheme in the current year to which the Companyi@nother seven wholly owned domestic subsidiaries
are included in the consolidated group. The Pa@mrhpany is required to report and remit corporate
taxes for consolidation group as a single entitfs the Company is under an obligation to pay its
allocated portion to the Parent Company, the rdsmetax liability amounts were accounted as pagabl

Deferred tax is provided using the asset and Itghihethod, providing for temporary differencesveeén

the carrying amounts of assets and liabilitiesfifmancial reporting purposes and the amounts usethk
purposes. The amount of deferred tax providedaseth on the expected manner of realization or
settlement of the carrying amount of assets afuilitias, using tax rates enacted or substantieslgcted

at the end of the reporting period.

A deferred tax asset is recognized only to therdxteat it is probable that future taxable inconiét ke
available against which the unused tax losses egults can be utilized. Deferred tax assets araced to
the extent that it is no longer probable that #lated tax benefit will be realized.

Changes in deferred taxes due to a change in theate except for those related to items initially
recognized outside profit or loss (either in ottemprehensive income or directly in equity) are
recognized as income in the current year.

Use of Estimates
The preparation of non-consolidated financial stegiets in accordance with accounting principles
generally accepted in the Republic of Korea reguimanagement to make estimates and assumptions that

affect the amounts reported in the non-consolidditegihcial statements and related notes to the non-
consolidated financial statements. Actual restotdd differ from those estimates.
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Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Continued
March 31, 2011 and 2010

(3) Cash and Cash Equivalents

(4)

Cash and cash equivalents as of March 31, 2012@b@ are summarized as follows:

(In millions of won)

2011 2010
Cash on hand W 111 78
Checking accounts 1,493 2,024
Deposits in foreign currencies 11,305 9,450
Demand deposits 16,281 10,742
Time deposits 524,479 -
Financial bills 54,800 13,400
W 608,469 35,694
Deposits
Deposits as of March 31, 2011 and 2010 are sumathes follows:
(In millions of won)
2011 2010
Reserve for claims of customers' deposits — W 79,72 28,688
Reserve for claims of customers' deposits (trust) 889 539 984,159
Others 1,257,651 786,133
W 2,226,917 1,798,980

Restricted Deposits as of March 31, 2011 and 264@@mmarized as follows:

(In millions of won)

Placed at 2011 2010

Restricted as

Time deposits Kookmin bank —W

1,486

1,662 collateral for the sales of

beneficiary certificates (note 20)

Shinhan Bank 17,000
facility
Shinhan Bank 5,000
payment
SC First Bank -
SC First Bank -
Reserve for claim&orean Securities 79,727 28,688 (*)
on customers' Finance Corporation
deposits Korean Securities 889,539 984,159 (%)
Finance Corporation
Other deposits MAREX Financial 3,088

Limited and others futures
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Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Continued

March 31, 2011 and 2010

(4) Deposit, Continued

(In millions of won)

Placed at 2011 2010 Restricted as
Other deposits Korea Exchange — W 1,107 100,509 collateral for trading the foreic
futures
Korean Securities 4,478 7,265 guarantee depis for stock
Finance Corporation borrowings from KSFC
Shinhan Bank and 64 61 collateral for opening checkit
others accounts
Hong Kong Exchanges 28 29 collateral for trade securities
and Clearing Limited
Terra Nova 111 113 collateral for trade securities
Korea Exchange 7,849 7,654 Note 2 (i)
Shinhanlife 147 327 retirement insurance deposit
Shinhan Bank 23 333 retirement trust

W 1,009,647 1,226,140

(*) Pursuant to the Regulation on Financial InvestinBusiness, the Company is required to deposit
certain portions of customers’ deposits with therdém Securities Finance Corporation (“KSFC”) or
banks to ensure repayment of customer depositthendkeposits may not be pledged as collateral.
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Shinhan Investment Corp.

Note to Non-Consolidated Financial Statements, Continued

March 31, 2011 and 2010

(5) Securities

Securities as of March 31, 2011 and 2010 are suimethas follows:

(In millions of won)

2011 2010
Trading securities:
Stocks 194,190 170,987
Stock warrants 1,225 509
State & local municipal bonds 780,631 975,259
Special bonds 2,882,747 2,152,501
Corporate bonds 1,429,475 1,028,972
Collective investment securities 60,603 32,046
Corporate commercial papers - 15,018
Securities in foreign currencies 17,783 39,264
5,366,65: 4,414,55
Available-for-sale securities:
Stocks 156,163 134,235
Investments in partnerships 11,724 13,263
Special bonds 175,831 -
Corporate bonds 212,068 23,653
Collective investment securities 23,911 24,197
Securities in foreign currencies 2,516 2,653
Stock warrants - 23
582,211 198,02
Equity method investment securities 41,069 32,524
Derivatives-combined securities:
Equity-linked securities 317,538 285,450
Equity-linked warrants - 72
Derivative-linked securities 10,382 -
327,920 285,522
W 6,317,856 4,930,626
(8) Trading securities as of March 31, 2011 and 20&Gsammarized as follows:
(In millions of won)
2011 2010
Acquisition Fair Book Book
cost value value value
Equity securities -W 189,651 195,415 195,415 171,496
Debt securities (*) 5,097,283 5,092,853 5,092,85: 4,156,732
Collective investment securities 57,898 60,603 60,603 32,046
Corporate commercial paper - - - 15,018
Securities in foreign currencies 17,826 17,783 17,783 39,264

W 5362,658 5,366,654 5,366,654 4,414,556

(*) Debt securities are recorded at the lower of falue using the market yield of bonds provided
by Korea Investors Service, Inc. and Korea BondiRgj Inc.
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Shinhan Investment Corp.

Note to Non-Consolidated Financial Statements, Continued

March 31, 2011 and 2010

(5) Securities, Continued

(b) Available-for-sale securities as of March 31, 2@ih#l 2010 are summarized as follows:

(In millions of won)

2011 2010
i Unrealized holding gain (loss) Book Book
Acquisition — - . .
cost ~ Begimning oo oo Ending (Fair) (Fair)
balance balance value value
Equity securities:
Korea Exchange —W 3,072 71,983 17,037 89,020 92,092 75,055
gge 'Et%rea Securities Finance 11,573 10,840 5962 16,802 28,375 22,413
Korea Securities Depository 843 8,775 1,625 10,400 11,243 9,618
Korea Money Broker Co., Ltd. 100 458 198 656 756 558
Koscom 44 403 56 459 503 447
SkyLake Global Incuvest 2 2,154 (468) 592 124 2,278 3,783
QCP - Organized Corporate
Restructuring Fund QCP 13 2,453 (252) (503) (755) 1,698 1,951
HANA UBS AMBATOVY
NICKEL OVERSEAS1 2,387 (621) 72 (549) 1,838 1,766
Kumho Industrial 13,409 - (5,432) (5,432) 7,977 -
Shinhan ¥ Special Purpose
Acquisition Company LTD 15 i 22 22 37 i
Sewoo Tech 500 - (49) (49) 451 -
Red hot 992 625 (141) 484 1,476 1,617
Kazakhstan Stock Exchange 1,040 - - - 1,040 1,036
Other 20,639 287 (287) - 20,639 31,907
59,221 92,030 19,152 111,182 170,403 150,151
Debt securities:
Specgal bonds 175,598 - 233 233 175,831 -
Corporate bonds 212,094 - (26) (26) 212,068 23,653
387,692 - 207 207 387,899 23,653
Collective investment securities
Collective investment securities 19,998 3,446 467 3,913 23,911 24,197
Stock warrants - - - - - 23
W 466,911 95,476 19,826 115,302 582,213 198,024

Deferred tax effect 20,996

25,366

(*) Non-marketable securities whose fair value canmotréasonably estimated are recorded

acquisition cost.

(c) Changes in unrealized gain (loss) for the yeargémdarch 31, 2011 and 2010 were as follows:

(In millions of won)

Beginning balance
Realized losses (gains) on disposition of secsritie
Unrealized gains (losses) on valuation of securitie

Net balance at end of year
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2011 2010
W 95,476 54,841
(209) 25,873
20,035 14,762
— W 115,302 95,476

at



Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Continued
March 31, 2011 and 2010

(5) Securities, Continued

(d)

Equity Method Accounted Investments

Investments in companies accounted for using thétyeanethod as of March 31, 2011 and 2010 are
summarized as follows:

(In millions of won, except percentage of ownership)

2011
. Equity I

. Ownership Beginning method Acquisition Other Ending

Subsidiary percentage . or changes
balance  income o : . balance

(%) Dividends in equity

(loss)
Shinhan Investment Corp.

Europe Ltd.(*1) 100.00W 6,292 (1,415) - 282 5,159
Sh'l?]rc‘a?*'lr;"esme”t America 100,00 4951  (92) - (100) 4,759
Shinhan Investment

Corp.Asia Ltd. (1) 100.00 4,590 (1,055) - (66) 3,469
Thf‘l e gi‘;"f'c Capital Fund 21.90 16,691  (905) 7.979  (1,451) 22,314
Shinhan Maritime Private

Equity Fund 1.(2) 7.10 - (137) 5,505 - 5,368

W 32,524 (3,604) 13,484 (1,335) 41,069

(*1) The Company accounted for its investment by usiggitg method of accounting based on the
unaudited and unreviewed financial statements agm# unable to obtain the audited or reviewed
financial statements and performed procedures tifyvéhe unaudited financial statements. In
addition, the Company utilized unaudited finanatdtements for the period ended December 31,
2010 for Shinhan Investment Corp. Europe Ltd. ahd Asia Pacific Capital Fund Il L.P.since their
fiscal years differ from that of the Company.

(*2)  The Company accounted for Shinhan Maritimes&e Equity Fund 1 by using equity method despite
below 20% ownership of its investment due to thenfGany’s participation in significant investment
decision as a managing partner.

(In millions of won, except percentage of ownership)

2010
. Equity
- Ownership Beginning method _ Other Ending
Subsidiary percentage balance  income Acquisition changes balance
(%) in equity
(loss)
Shinhan Investment Corp.
Europe Ltd.(*) 100.00 W 8,299  (1,036) - (971) 6,292
Shinhan Investment Corp. 100.00 7319 (1,134) . (1,234) 4951
America Inc. (*)
Shinhan Investment Corp.
Asia Ltd.(*) 100.00 6,182 (515) - (2,077) 4,590
Th?IALS'F?(,'f;aC'f'C Capital Fund ) 4, 7733 (1,029) 8336 1,651 16,691
W 29,533 (3,714) 8,336  (1,631) 32,524
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Shinhan Investment Corp.

Note to Non-Consolidated Financial Statements, Continued

March 31, 2011 and 2010

(5) Securities, Continued

(e) Derivatives-combined securities

Details of derivatives-combined securities as ofda31, 2011 and 2010 are summarized as follows:

(In millions of won)

2011 2010
Face Acquisition  Book(Fair)  Unrealized  Book(Fair)
value value gain(loss) value
Equity-linked securities —W 312,042 310,620 317,538 6,918 285,450
Equity-linked warrants 28 1 - (1) 72
Derivative-linked 10,209 10,102 10,382 280 :
securities
W 322,279 320,723 327,920 7,197 285,522
(6) Loans and Allowance for Doubtful Accounts
(@) Loans outstanding as of March 31, 2011 and) 20& summarized as follows:
(In millions of won)
2011 2010
Call loans - 80,000
- 80,000
Broker's loans 809,723 591,853
(allowance) (4,049) (2,959)
805,674 668,894
Loans 15,258 14,591
(allowance) (102) (100)
15,156 14,491
Loans purchased 84,239 228,867
Deferred loan origination fees - -
(allowance) (22,135) (109,046)
62,104 119,821
Advances for customers 11,921 11,585
(allowance) (11,913) (11,461)
8 124
Defaulted bonds 4,755 4,778
(allowance) (4,755) (4,778)
Private placement bonds 27,482 34,495
Deferred loan origination fee - (30)
(allowance) (20,064) (8,070)
7,418 26,395
Other loans 15,974 66,364
Deferred loan origination fees - (113)
(allowance) (889) (1,203)
15,085 65,048
W 905,445 894,773
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Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Continued
March 31, 2011 and 2010

(6) Loans and Allowance for Doubtful Accounts, @oued

(b) Loans and allowance for doubtful accounts $seacredit risk classification as of March 31, 2@hd 2010
are summarized as follows:

(In millions of won)

2011
Book Normal recau-  Sub- no gy Estimated o ance
value tionary standard loss
Loans:
Brokers’ loan 809,723 809,723 - - - - 4,049
Loans to employees 15,258 15,232 - - - 26 102
Loans purchased 84,239 45,000 10,900 3,956 24,383 - 22,135
Advance payments ¢
acceptances and
guarantees 11,921 - - - 30 11,891 11,913
Dishonored bonds 4,755 - - - - 4,755 4,755
Private placement
bonds 27,482 2,500 - - 19,723 5,259 20,064
Other 15,974 14,277 897 - - 800 889
Other assets:
Accounts receivable 167,608 151,333 547 - 15,616 112 11,961
Accrued income 77,248 72,867 2,201 - 652 1,528 2,939

1,214,208 1,110,932 14,545 3,956 60,404 24,371 78,807

Provision rate per
regulation 6.49% 0.49% 18.49% 25.00% 75.00% 100.00%

Allowance W 78,807 5455 2,690 989 45,302 24,371

(*) Due to the revised Regulation on SupervisiorSeturities Business, the Company recognized
additional allowances of loan losses classifiechasnal are-823 million, \A79 million for
precautionary loans and-188 million for sub-standard or doubtful loans.
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Shinhan Investment Corp.

Note to Non-Consolidated Financial Statements, Continued

March 31, 2011 and 2010

(In millions of won)

2010
Book Normal Frecau- Sub- Doubtful Estimated Allowance
Value tionary standard Loss
Loans:
Broker's loans W 591,853 591,853 - - - - 2,959
Loans 14,591 14,564 - - - 27 100
Loans purchased 228,867 64,060 12,300 14,015 131,258 7,234 109,046
Customer advances 11,585 - - 154 4 11,427 11,461
Defaulted bonds 4,778 - - - - 4,778 4,778
Pr't‘)’g;‘zsp'aceme”t 34,495 18,180 10,000 ; 944 5,371 8,070
Other loans 66,364 60,564 5,000 - - 800 1,203
Other assets:
Accounts receivable 264,483 211,813 - 20,105 31,704 861 28,683
Accrued income 59,637 57,439 653 - 1 1,544 1,957
1,276,653 1,018,473 27,953 34,274 163,911 32,042 168,257
Provision rate per
regulation 13.18% 0.40% 8.48% 20.00% 75.00% 100.00%
Allowance W 168,257 4,056 2,370 6,855 122,934 32,042

(7) Transactions and Balances with Related Companies

(@)

Parent

Details of parent and subsidiary relationshipfaglarch 31, 2011 were as follows:

Control relationship

Shinhan Financial Group Co., Ltd.

Subsidiaries

Parent company

Ownership (%)

Shinhan Investment Corp. America Inc.

Shinhan Investment Corp. Europe Ltd.
Shinhan Investment Corp. Asia Ltd.

Shinhan Maritime Private Equity Fund |
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Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Continued
March 31, 2011 and 2010

(7) Transactions and Balances with Related Compar@esitinued

(b) Significant transactions which occurred in themak course of business with related companieshirears
ended March 31, 2011 and 2010 were as follows:

(In millions of won)

Revenue 2011 2010
Related Party:

Shinhan Financial Group Co., Ltd. Interest W - 390
Commission 1,57C 4
Shinhan Maritime Private Equity Fund I Commission 100 -
Derivatives 1,237 R
Shinhan Bank Interest 4,310 4,494
Rent 414 498
Commission 1,77¢ 10
Derivatives 3 R
Shinhan Card Co., Ltd. Interest 720 446
Rent 751 1,00z
Commission 360 253
Shinhan Capital Interest - 866
Derivatives - 212
Commission 64 30
Shinhan Life Insurance Co., Ltd. Interest 14 18
Rent 18 21
Commission 2 2

Shinhan BNP Paribas Asset ManagementRent
Co., Ltd. 1,751 1,74t
Jeju Bank Interest 2 57¢ 2 441
Shinhan Aitas Co.,Ltd Commission 10 -
W 15,677 12,432
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Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Continued
March 31, 2011 and 2010

(7) Transactions and Balances with Related Compa@estinued

(In millions of won)

Expense 2011 2010
Related Party:

Shinhan Financial Group Co., Ltd. Interest W 7,102 4,477
Commission 2,767 9,36(

Shinhan Investment America Inc. Commission 945 783
Shinhan Investment Corp.Europe Ltd. Commission 129 294
Shinhan Investment Corp.Asia Ltd. Commission 164 789
Shinhan Maritime Private Equity Fund |  Derivatives 96 -
Shinhan Bank Interest 62 108
Rent 836 1,59:

Commission 7,19(C 120

Shinhan Card Co., Ltd. Interest 99 6
Commission 12 -

Shinhan Life Insurance Commission 18 42
Rent 24 -

Shinhan Credit Information Co., Ltd. Commission 23 65
Shinhan Data System Interest 2 -
Commission 2,247 2,86¢

Jeju Bank Interest 1 1
Commission 33 -

Shinhan Private Equity Inc. Interest 101 168
Shinhan Aitas Co.,Ltd Interest 106 47
Commission 4 8

W 21,962 20,729

(c) Significant account balances with related compaagof March 31, 2011 and 2010 were as follows:

(In millions of won)

Assets 2011 2010
Related Party:

Shinhan Bank Bank deposits W 258,345 166,301
Accured revenues 2,939 1,337

Other assets(*1) 33,876 20,107

Jeju Bank Bank deposits 63,017 48,693
Accured revenues 545 754

Shinhan Card Co., Ltd. Accured revenues - 169
Other assets(*1) 21,465 43,773

Shinhan Capital Derivatives assets - 212
Shinhan Maritime Private Equity Fund | Derivatives assets 1,237 -
Shinhan Life Insurance Co., Ltd. Bank deposits - 327
W 381,424 281,673
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Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Continued
March 31, 2011 and 2010

(7) Transactions and Balances with Related Compa@estinued

(In millions of won)

Liabilities 2011 2010

Related Party
Shinhan Financial Group Co., Ltd. Borrowings(*2) W 100,000 170,000
Accured expenses 950 5,757
Shinhan Investment Corp. America Inc. Accured expenses 163 32
Shinhan Investment Corp. Europe Ltd. Accured expenses 14 6
Shinhan Maritime Private Equity Fund | Derivatives liabilities 96 -
Shinhan Bank Other liabilities(*3) 12,537 11,243
Borrowings(*2) 1,769 -
Derivatives liabilities 354 -
Accured expenses 4 -
Shinhan Card Co., Ltd. Borrowings(*2) - 78
Accured expenses - 852
Other liabilities(*3) 3,974 4,264
Shinhan Private Equity Inc. Borrowings(*2) - 2,289
Accured expenses - 12
Shinhan Life Insurance Co., Ltd. Other liabilities(*3) - 3,409
Shinhan BNP ITMC Co., Ltd. Other liabilities(*3) 1,053 962
Shinhan Aitas Co., Ltd Borrowings(*2) - 3,248
Accured expenses - 4
W 120,914 202,417

(*1) Includes leasehold deposits and others.
(*2) Includes securities sold under reverse reagteements.
(*3) Includes leasehold deposits received and ether

As of March 31, 2011 loans to employees in the arhaf W15,257 million are recorded in loans,
respectively.
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Shinhan Investment Corp.

Note to Non-Consolidated Financial Statements, Continued

March 31, 2011 and 2010

(8) Property and Equipment

(@) Property and equipment as of March 31, 2011 an@ 204 summarized as follows:

(In millions of won)

2011 2010
Land W 42,288 42,288
Buildings 161,316 161,316
Vehicles 350 446
Equipments 106,439 100,692
Others 9 9
310,402 304,751
Less: accumulated depreciation
Buildings (61,669) (57,654)
Vehicles (161) (92)
Equipments (85,924) (76,840)
Others (9) (9)
(147,763) (134,595)
W 162,639 170,156
(b) Changes in property and equipment for the yearsaiirch 31, 2011 and 2010 were as follows:
(In millions of won) 2011
Book value Acquisitions Disposals Depreciation Book value
as of Apr 1 q b b as of Mar 31
Land R 42,288 - - - 42,288
Buildings 103,662 - - (4,015) 99,647
Vehicles 354 - (70) (95) 189
Equipments and others 23,852 7,016 (10) (10,343) 20,515
W 170,156 7,016 (80) (14,453) 162,639
2010
Book value Acquisitions Disposals Depreciation Book value
as of Apr 1 q P P as of Mar 31
Land W 43,268 - (980) - 42,288
Buildings 108,862 - (1,164) (4,036) 103,662
Vehicles 78 396 (25) (95) 354
Equipments and others 22,656 11,447 (91) (10,160) 23,852
W 174,864 11,843 (2,260) (14,291) 170,156
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(9) Pledged Assets

The following assets were pledged as collateralClmmpany’s borrowings and other purposes sucheasdles
of beneficiary certificates and lending and bormgviransactions of securities as of March 31, 2011.

(In millions of won)
Collateralized

Book value Pledged to
amount
Other deposits —W 23,486 23,486 Various including Shinhan Bank
Trading stocks 5,108 5,108 Korea Securities Depository and others
Trading debt securities 992,690 992,690 Korea Securities Depository and others
Land and buildings 190,469 100,218 Various including Shinhan Bank

(*) The fair value of trading securities and avhl&for-securities pledged as collateral for repase
agreement as of March 31, 2011 wer8,908,728 million and\864,246 million, respectively.

(10) Other Assets
Other assets as of March 31, 2011 and 2010 are atirad as follows:

(In millions of won)

2011 2010
Accounts receivable from customers — W 167,608 264,483
(allowance) (11,961) (28,683)
155,647 235,800
Accrued income 77,248 59,637
(allowance) (2,939) (1,957)
74,309 57,680
Advance payments 26,592 13,189
Prepaid expenses 10,832 2,619
Guarantee deposits paid 74,312 71,020
Collective fund for default losses (*) 7,849 7,654
Intangible assets, net of accumulated amortization:
Computer software 28,800 33,612
Other 13,491 18,878
42,291 52,490
Deferred tax assets - 17,122
Receivables from Inter-bank fund transfer 32,650 9,766
Other 9,704 11,344
W 434,186 478,684

(*) In accordance with the provisions of the Finahdnvestment Services and Capital Markets Acg th
Company deposited special reserves with the Korehdhge for any potential losses on unsettledritadi
positions.
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(11) Guarantee deposits

Deposits as of March 31, 2011 and 2010 are sumath&g follows:

(In millions of won) 2011 2010
Securities loaned W 4,478 7,265
Deposits for margin loans 17,149 8,502
W 21,627 15,767
(12) Call Money and Borrowings
Call money and borrowings as of March 31, 20112010 are summarized as follows:
(In millions of won)
Interest rate (%) 2011 2010
Call money from:
Hana UBS Asset Management Co.,Ltd., etc. 2.98~3.16 -W 744,600 359,900
Borrowings from:
The Korea Securities Finance Co., Ltd. 4.56 100,427 206,232
W 845,027 566,132

(13) Derivatives-combined securities sold

Details of derivatives-combined securities sol@faslarch 31, 2011 and 2010 are summarized as fstlow

(In millions of won)

2011
Book Unrealized
Face value Issue amount ;
(Fair) value loss
Equity-linked securities sold W 1,915,117 1,893,257 1,959,884 (66,627)
Equity-linked warrants sold 1,809,819 23,210 38,779 (15,569)
Derivative-linked securities sold 425,043 414,111 431,446 (17,335)
W 4,149,979 2,330,578 2,430,109 (99,531)
(In millions of won)
2010
Book Unrealized
Face value Issue amount : .
(Fair) value gain (loss)
Equity-linked securities sold W 842,770 749,994 837,628 (87,633)
Equity-linked warrants sold 574,099 15,196 7,641 7,555
Derivative-linked securities sold 383,930 343,859 369,598 (25,739)
W 1,800,799 1,109,049 1,214,867 (105,817)

-32-



Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Continued
March 31, 2011 and 2010

(14)

(15)

(16)

Debenture

Debenture as of March 31, 2011 and 2010 is sumpthaz follows:

(In millions of won)

Maturity Interest rate (%) 2011 2010
Good Morning Shinhan 17th 2012.7.23 5.69 W 50,000 50,000
Less : Discounts (27) (46)
W 49,973 49,954

The principals are scheduled to be redeemed atrityaund the interest is paid every three months.

Subordinated Borrowings

Subordinated borrowings as of March 31, 2011 arid2(e summarized as follows:

(In millions of won)

Maturity Interest rate (%) 2011 2010
Shinhan Financial Group Co., Ltd. 2010.7.31 5.25 W - 70,000
" 2012.1.31 5.64 100,000 100,000
W 100,000 170,000

The principals are scheduled to be redeemed atrityaund the interest is paid every three months.

Retirement and Severance Benefits

Changes in retirement and severance benefits éoyehrs ended March 31, 2011 and 2010 were asvillo

(In millions of won)

2011 2010

Estlma}tec_i retirement and severance benefit W 1114 854
at beginning of year

Payments (2,293) (1,999)

Transferred from Shinhan Bank - 70

Provisions for retirement and severance benefits 1,565 2,189
Estimated retirement and severance benefits 386 1,114
at end of the period

Transfer to National Pension Fund (1) (12)

Deposit for severance benefit insurance (170) (660)
Net balance at end of year — W 205 443

The company recorded-18,911 million as retirement and severance beneétated with a defined
contribution planwhen remitted to the plan.
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(17) Assets and Liabilities Denominated in Foreign Cuecies

Assets and liabilities denominated in foreign cncies as of March, 31 2011 and 2010 are summagiged
follows:

(USD, HKD, JPY, GBP, in millions of won)

2011 2010
Foreign Exchange KRW Valuation Valuation KRW
currencies rate equivalent gain loss equivalent
Assets
Deposits in foreig usD 8,084,253.9  1,107.2( 8,951 49 33¢ 8,334
currency HKD 12,491,295.3 142.2: 1,771 - 48 523
GBP 44919.4  1,779.2 80 - 2 281
CAD 116,008.5 1,139.6: 132 - 7 141
JPY 6,331,012.0  1,331.8! 84 10 224 93
EUR 157,646.2  1,563.4 24€ - 31 72
AUD 29,959.0¢ 1,142.0 35 - 1 4
NOK - - - - - 1
SGD 73.7¢ 877.5¢ - - - 1
Reserve for claims  ysp 70,020,569.8  1,107.2( 77,52, - 964 25,313
of customers .
deposits EUR 17.0¢ 1,563.4( - - - 76
?ua,rantge tlradtingf usD 493,630.1  1,107.2( 547 - 37 1,422
oreign deposits fc

futures HKD 341,716.0 14223 48 - 4 -
?ua,rantge tlradtingf HKD 236,407.1 142.2: 34 - - 2
futures(FCN) USD 22213718  1,107.2 2,45¢ 144 7 916
Guarantee trading  USD 877,30004  1,107.2( 971 - 28 1,884
deposits for futures |, py 953,417.6  142.2 13€ 7 - 52
Others (deposits)  USD 7,855,902.1  1,107.2( 8,69¢ 22 94 3,262
HKD 2,751,882.4 142.2¢ 391 - 157 2,135
VND  2,836,113,707.C 0.05 15C - 18 351
IDR  1,246,746,327.F 12.7( 15€ - 7 23
Trading securities  UsD 11,566,333.9  1,107.2( 12,80¢ - - 6,463
(stocks) HKD 34,991,794.9  142.2: 4,977 - - 4,017

Trading securities
(bonds) UsD - - - - - 28,784
Available-for-sale  usD 939,157.8  1,107.2( 1,03¢ - - 1,036
securities GBP 829,631.6 1,779.2° 1,477 - - 1,617
Equity method ~ HKD 24387,374.3 142.2: 3,46¢ - - 4,590
Investment securities ;g 24,451,930.4 1,107.20 27,07 - - 21,641
GBP 2,899,663.8 1,779.2 5,15¢ - - 6,293

Private placement -
corporate bonds ~ USD 4,750,000.0 1,107.2 5,25¢ - 112 5,371
Other loans JPY - - - - - 9,740
Unsettled spot

exchange UsD 8,939,343.0  1,107.2( 9,89¢ 1 31 88,415
Other receivables  ysD 59.5( 1,107.2! - - - 2
173,581 233 2,960 222,855
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(17) Assets and Liabilities Denominated in Fore@nrencies, Continued

(USD, HKD, JPY, GBP, in millions of won)

Liabilities
Customers' deposit ysp
for futures an
options trading EUR
HKD
Other customers' usbhD
deposits HKD
VND
GBP
CAD
JPY
EUR
AUD
IDR
NOK
SGD
Unsettled spot
exchange usb
Other liabilities USD

(18) Other Liabilities

(In millions of won)

Accrued income taxes
Accrued dividends
Accounts payable
Accrued expenses
Deposits for rent
Unearned income
Deferred tax liabilities

Domestic exchanges payable

Withholding income taxes

Others

2011 2010
Foreign Exchange KRW Valuation Valuation KRW
currencies rate equivalent gain loss equivalent
72,222,836.9  1,107.2( 79,96t 2,06¢ 36 26,831
0.61 1,563.4i - - - 76
577,130.4 142.2¢ 82 1 - 2
14,480,215.7 1,107.2( 16,03 567 - 11,491
15,464,835.9 142.2¢ 2,20( 781 - 2,684
2,590,129,308.( 0.0t 137 27 - 345
44,284.2.  1,779.2 79 9 - 279
112,865.9 1,139.6: 12¢ 7 - 140
5,057,157.0 1,331.8¢ 67 - 10 91
156,687.4 1,563.4i 24t 24 - 72
27,941.10 1,142.0¢ 32 1 - 4
140,469,050.C 0.1< 18 - 4 3
- - - - - 1
73.7¢ 877.5¢ - - - 1
5,964,592.0 1,107.2 6,60¢ - 27 109,719
547,616.1 1,107.2( 60¢€ 11 1 3,336
106,19t 3,49¢ 78 155,075
Other liabilities as of March 31, 2011 and 2010saarmmarized as follows:
2011 2010

—W 427 23,921

711 711

97,169 221,946

46,343 45,132

27,894 27,984

74 836

2,638 -

48,799 51,322

17,693 12,709

16,014 8,173

W 257,762 392,734
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(19) Share-based payments

(a) Share-based payments granted by the Company

In accordance with a special resolution by the analder, the Company granted stock purchase options
certain employees and directors. Details of shased payments granted as of March 31, 2011 were as

follows:
(In won)
Stock option Number'of . . . . Service
. Grantdate  stock options Exercise period Exercise price .
series - period
exercisable
May 25, 2004 - Two years from
7th May 25, 2002 450,000 May 24, 201 6,370 grant dat

When an employee or director with stock purchagmog retires or deceases prior to exercising fit®os,
the stock options are forfeited by a resolutiothef board of directors. The Company initially aled the
employees to choose between equity or cash setitetm@wvever, in accordance with a special resafuitip
the board of directors on July 1, 2005, the paymaethod has been restricted to cash settlement.

The fair value of options is estimated as the diffiee between the market-equivalent price and meerc
price. The market-equivalent price is determingdapplying a stock exchange ratio of 0.1633 shafes
Shinhan Financial Group Co., Ltd. for 1 share af thompany, and considering relative management
performance indices. As of March 31, 2011 and 2046 market-equivalent price was estimated to be
W7,097 and-V8,359 per stock option, respectively.

-36 -



Shinhan Investment Corp.

Note to Non-Consolidated Financial Statements, Continued

March 31, 2011 and 2010

(19) Share-based payments, Continued

(b) Share-based payments granted by Shinhan Finan@ap&o., Ltd.

Shinhan Financial Group Co., Ltd. granted stockchase options to certain employees and directors.
Details of stock options granted as of March 31, 12@ere as follows:

Grant date
Exercise price
Number of shares granted

Vesting period

Changes in number of shares

granted:

Outstanding at April 1, 2010

Exercised and etc.

Outstanding at March 31,
2011

Exercisable at March 31,
2011

Assumptions used to determ
the fair value of
options:
Risk-free interest rate

Expected exercise period

Expected stock price
volatility
Expected dividend yield
Weighted average fair value
per share

4th grant

March 30, 2005
W 28,006
288,927
Within four
years after
three years
from grant date

5th grant 6th grant 7th grant
March 21, 2006 March 20, 2007 March 19,2008
W 38,829 W 54,560 W 49,053
260,119 166,298 79,024
Within four Within four Within four

years after
three years
from grant date

years after years after
three years three years
from grant date from grant date

61,573 204,310 117,569 57,179
(10,200) (19,197) - (200)
51,373 185,113 117,569 56,979
51,373 185,113 117,569 56,979

3.44% 3.51%

1 yearand ¢ 1 yearand ¢

months months

25.29% 28.52%

1.41% 1.41%

WA4,772 W8,943

Compensation costs relative to stock option wemdgrized as a component of salaries and wages in
general and administrative expenses
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(b) Share-based payments granted by Shinhan Finan@ap&o., Ltd., Continued

Details of performance shares granted as of Mat¢l2@11 were as follows

Grant in 2010

Terms:
Service period 2010~2012

Increase rate of stock price and
Achievement of target ROE

25,104

Performance conditions

Number of shares estimated at
March 31, 2011

The amount of cash payment for the Company’s catifed share-based payment arrangements with
performance conditions is determined based on hleesprice which is an arithmetic mean of weighted
average share prices for the past two-months, gastmonth and past one-week from the date at four
years from the beginning of the fiscal year whietludes the grant date. The fair value of cash gayis
estimated using the closing share price at theoéneporting period.

(c) Stock compensations costs calculated for the ye@@dkMarch 31, 2011 and 2010 were as follows:

(in millions of won) 2011 2010
: Performance . Performance
Stock Options Shares Stock Options Shares
Compensat!on costs recordedW 1.074 1,246 5583 )
for the period
Accrued expenses related to 4,317 1,246 3.588 )

compensation cost

(20) Commitments and Contingencies

(@) As of March 31, 2011, the Company had overdraftlicriacility with an aggregate limit of  —%0,000
million, a note discount agreement with a discdimit of \W69,000 million and daily revolving facility with
an aggregate limit of2284,000 million with Shinhan Bank and others. Hbdidon, the Company had
working capital loans with total credit limit 6£%00,000 million with Korea Securities Finance Cofpe
Company has various lending facilities of which tnedit limit is determined based on the type qgbakits
and the respective balances

(b) As of March 31, 2011, the Company has eight peniinguits as a defendant (total claim amourt40445
million) of which a legal provision of te-4,942 million is included in allowance for othénsthe statement
of financial position.

(c) As of March 31, 2011, the Company entered into argnutee contract with Franklin Templeton Investment
Trust Management Co., Ltd. to provide for contingkrsses that may result from beneficiary certifisa
including guaranteed bonds issued by financialstrdssed companies, such as the Daewoo Group. The
Company’s time deposit 6£-%/486 million was pledged as collateral to FranKlempleton Investment Trust
Management Co., Ltd. for the potential losses.

(d) The Company has signed ABCP purchase agreemetitsTafits Invest Co., LtdEuljiro Kim's Frist Co.,Ltd.
and Good Invest 2nd Co., Ltd. Under the terms efgbrchase agreements, the Company agrees to percha
any remaining ABCPs in the event that the somdlayfahe payment of —\K0,000 million is not made
on the date the ABCP was issued. In addition, then@any entered into credit default swap contradth w
BNP Paribas and others in the total nominal amoti¥59,764 million, recorded-A4 million & 65 million
and as derivative assets and derivative liabilities
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(21) Derivatives

Details of unsettled derivative instruments foding purposes as of March 31, 2011 were as follows:

(In millions of won)

Notional Valuation
amount gain (loss)

Interest rate related Futures -W 502,76¢ 327
Swaps 15,154,001 (359)

15,656,76! (32)

Currency related Futures 14,00¢ 191
Options 1,50C 32

Forwards 458,26 1,989

Swap 30,00( 294

503,771 2,506
Stock price index related  Futures 110,81¢ (3,307)
Swap 885,711 36,650

Options bought 1,584,90:. 17,783

Options sold 196,43¢ (993)

Options bought (OTC) 633,53t 53

Options sold (OTC) 1,63¢ 7

3,413,042 50,193

Stock related Futures 14,381 (524)
Swap 267,62( 10,945

Options bought 34,54z 265

Options sold 3,00( (168)

319,54: 10,518

Other Commaodity Swap 5,053 (685)
Commodity Future 11,89(C (54)

Commodity Forward 6,263 58
Commodity Option 41,04¢ (1,731)

Credit Default Swap 69,76 99

134,01¢ (2,313)

W 20,027,141 60,872

(22) Stockholder's equity

Stockholder’s equity as of March 31, 2011 and 2&H)summarized as follows:

(Share, won)
2011 2010
Common Stock Preferred Stock Common Stock  Preferred Stock
Authorized Capital 450,000,000 150,000,000 450,000,000 150,000,000
Par value per Stock 5,000 5,000 5,000 5,000
Capital Stock 255,576,350 3,823,314 255,576,350 3,823,314
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(23) Capital Surplus
The Company reduced its capital by the ratio of9.@s of December 24, 2002, in accordance with the

resolution at the shareholders’ meeting. As altethe Company recorded-18 million of net gain from the
capital reduction as capital surplus.

(24) Accumulated Other Comprehensive Income

(&) Accumulated other comprehensive income as of Maigl2011 and 2010 are summarized as follows:

(In millions of won)

2011 2010
Unrealized gain on available-for-sale securities W 89,936 74.480
(note 5)
Unreahz_e_d gain on equity method investment 4,807 5824
securities (note 5)
W 94,743 80,304

(b) Comprehensive income for the years ended MarcR@&11 and 2010 were as follows:

(In millions of won)

2011 2010
Net income W 109,609 91,594
Other comprehensive income
Unreahzgd gain (loss) N 15.456 31.704
on available-for-sale securities
Unrealized gain (loss)
on equity method investment securities (1,017) (2,195)
Comprehensive income —W 124,048 121,103

(25) Retained Earnings

Retained earnings as of March 31, 2011 and 2016wmenarized as follows:

(In millions of won)

2011 2010
Legal reserve W 4,50 3,00
Reserve for loss on futures trading - 64
Unappropriated retained earnings 532,57 439,40
W 537,076 442,467
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(26) General and Administrative Expenses

Details of general and administrative expense#hieryears ended March 31, 2011 and 2010 were lasviol

(In millions of won)

2011 2010

Salaries and wages 169,686 170,818
Provision for retirement and severance benefits 15,476 14,452
Early retirement expenses 84 -
Other benefits for employees 40,302 37,579
Computer system operation expenses 8,332 10,285
Rental expenses 10,268 9,539
Miscellaneous commissions 3,823 4,541
Entertainment expenses 5,302 4,285
Advertising expenses 17,721 25,285
Depreciation 14,453 14,291
Research and study expenses 5,051 4,527
Training expenses 2,236 2,725
Amortization of intangible assets 15,410 10,787
Tax and dues 17,192 16,206
Consignment fee 6 -
Business meeting expenses 232 226
Printings expenses 1,359 1,612
Travel expenses 1,820 1,344
Vehicles maintenance expenses 471 401
Supplies expenses 542 781
Utility expenses 2,529 2,520
Insurance premiums 2,038 2,452
Event expenses 2,687 1,800
Others 15,837 15,687

352,857 352,143
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(27) Income Taxes

(@) The Company was subject to income taxes on taxabdene at the following normal tax rates.

Taxable income Tax rate
Prior to 2008 Thereafter Prior to 2009 2009 2010/11 Thereafter
Up to-W100 million Up to-W200million 12.1% 12.1% 11.0% 11.0%
OverA100 million Over 200 million 27.5% 24.2% 24.2% 22.0%

In December 2009, the Korean government postpohedréduction of the corporate income tax rate
(including resident tax) from 24.2% to 22% untill20

(b) The components of income tax expense for the yeaded March 31, 2011 and 2010 were as follows:

(In millions of won)

2011 2010
Current tax expense W 25,397 61,77¢
Deferred tax expense (benefit) 19,892 (20,369)
Income tax expense directly recognized in equity (4,052) (9,494)
Additional tax payment related to prior year 4,722 229
Effect of Consolidated Tax (1,703) (199)
Income tax expense W 44,256 31,942

(c) The income tax expense calculated by applying tetatiax rates to the Company’s income before ineom
taxes for the year differs from the actual tax exgee(benefit) in the non-consolidated statemeimagdme
for the years ended March 31, 2011 and 2010 fofalflewning reasons:

(In millions of won) 2011 2010
Income before income taxes — W 153,865 123,536
Expense for income taxes at normal tax rates 37,209 29,872
Adjustments:
Non-taxation income (468) (358)
Non-deduction expense 1,159 833
Not recognized deferred tax effects 1,061 650
Tax effects of tax rate change - 775
Additional payment of income taxes 4,722 229
Effect of Consolidated Tax (1,703) (199)
Others 2,276 140
Income tax expense —W 44,256 31,942
Effective tax rate % 28.8 25.9
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(27) Income Taxes, Continued

(d) Changes in significant accumulated temporary difiees and tax effects as of March 31, 2011 are as
follows:

(In millions of won)

2011
Beginning Ending Deferred tax
Decrease Increase assets
balance balance Lo
(liabilities)
Deductible temporary differences:
Trading securities —W 5,187 5,187 12,51: 12,51: 2,88t
Available-for-sale securities 103,54 19,93¢ 754 84,35¢ 18,55¢
Securities sold 1,04t 1,04t - - -
OTC derivatives 71,251 71,251 42,09¢ 42,09¢ 9,39¢
Derivatives 1,609 1,609 - - -
Hybrid securities issued 122,32« 122,32« 106,70z 106,70z 24,28¢
Accrued expenses 2,14¢ 2,14¢ 1,48¢ 1,48¢ 329
Hybrid securities bought 617 617 1,767 1,767 390
Other 98,827 67,03¢ 22,48t 54,27: 10,80¢
406,55( 291,15¢ 187,80¢ 303,19¢ 66,65(
Taxable temporary differences:

Accrued income (8,373) (8,373) (47,085) (47,085) (10,359)
Derivatives (411) (411) (15,190)  (15,190) (3,676)
Trading securities (39,743) (39,743) (18,852) (18,852) (4,215)
Hybrid securities issued (16,507) (16,507) (13,572) (13,572) (3,071)
De?l’cL)JSSI: for severance benefit (443) (443) 278) (278) (61)
Hybrid securities bought (30,211) (30,211) (9,832) (9,832) (2,258)
OTC derivatives (81,361)  (81,361) (87,047)  (87,047) (19,427)
Available-for-sale securities (95,476) - (19,827) (115,303) (25,366)
Securities sold (57) (57) (455) (455) (110)
Other (60,239)  (55,301) (2,182) (7,120) (745)

(332,821) (232,407) (214,320) (314,734)  (69,288)

W 73,72¢ 58,751  (26,514)  (11,536) (2,638)

Differences resulting from the finalization of prigear tax return are reflected in the increaser@iese) of
the current period.

(e) Deferred tax assets and liabilities that were dyecharged or credited to accumulated other
comprehensive income as of March 31, 2011 arelmsvi

Temporary Deferred tax
(In millions of won) differences assets(liabilities)
Unreahz_gd gain(loss) on valuation of available-$ate 19,826 (4,370)
securities
Unreahz_gd gain(loss) on equity method investment (1,336) 319
securities
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(28) Dividends

(a) Dividends for the year ended March 31, 2011cafeulated as follows:

(In millions of won, except shares)

2011
Common shares Preferred shares
Total number of share W 255,567,350 3,823,314
issued and outstanding
Dividend per share 76 126
Dividends W 19,517 483

(b) Payout ratios for the year ended March 31, 2@rglcalculated as follows:

(In millions of won, except payout ratio)

2011
Dividends W 20,000
Net income 109,609
Payout ratio (%) 18.25

(29) Statements of Cash Flows

Significant non-cash transactions for the year dridarch 31, 2011 and 2010 are as follows:

(In millions of won)

2011 2010
Increase in unrealized gain on available-for-satausties W 19,826 40,635
Tax effect on unrealized gain on available-for-sadeurities (4,370 (8,931)

(30) Securities in Custody and Securities Borrowed

Securities in custody and securities borrowed adath 31, 2011 and 2010 were as follows:

(In millions of won)

2011 2010
Securities in custody
from brokerage customers (*1) —W 29,141,823 25,626,597
from customers with savings deposits (*1) 35,146 35,403
from customers with beneficiary certificate 5 263,359 6,369,069
accounts (*2)

Others (*1) 463
34,440,791 32,031,388
Securities borrowed (*1) 14,517 1,932
W 34,455,308 32,033,320

(*1)
(*2)

The securities are recorded at fair valudaif value cannot be estimated reliably, the séesrare
recorded at face value.

The securities are recorded at the net asaktevper share as determined in accordance with the
respective trust deed or articles of incorporatibthe investment company.
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Note to Non-Consolidated Financial Statements, Comued
March 31, 2011 and 2010

(31)Value Added Information

The components of general and administrative exgsendich are necessary in calculating added valughé
years ended March 31, 2011 and 2010 are as follows:

(In millions of Won)

2011 2010

Salaries and wages —W 169,686 170,818
Provision for retirement and severance benefits 15,560 14,452
Other employee benefits 40,302 37,579
Rent 10,268 9,539
Depreciation 14,453 14,291
Taxes and dues 17,192 16,206

W 267,461 262,885

(32)Employee Welfare and Contributions to Society

For employee welfare, the Company maintains emp@mns for housing, a refectory, an infirmary, a
scholarship fund and other employee benefits pragra

The Company donated-1\219 million to society for the year ended Mardh 3011.

(33)Performance for the Last Quarter

Operation results for the fourth quarter ended M&t, 2011 and 2010 are as follows:

(In millions of won)

2011 2010
4" Quarter 4" Quarter
Operating revenue —W 500,799 350,873
Operating income(loss) 38,493 68,130
Net income for the period 25,168 54,448

(34)Effective Date for Financial Statements

The accompanying financial statements were appravéte Board of Directors’ meeting on June 10,1201
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Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Comued
March 31, 2011 and 2010

(35) Plans and status for the First-time Adoption of#RE (International Financing Reporting Standards)

(a) Preparation of K-IFRS adoption

Under the roadmap announced by the Financial SiggeywCommission for the adoption of Korean IFRS
(the “K-IFRS") in March 2007 and article 13 of thct on External Audit of Stock Companies, the
Company will adopt the K-IFRS from the fiscal ye2010 (the date of first-time adoption to K-IFRS:
January 1, 2010).

In August 2007, the Company formed a task forgerépare for its transition from Korean GAAP to KRS.
The two phases being conducted for the transitiolk-tFRS by the task force are 1) Analysis and Rilag
Phase, 2) Implementation Phase. As of the dateeafeport, all phases as described above areastiadiy
completed. The Company has been preparing finaptaggments under K-IFRS from the date of transitio
and onwards and expects that financial informatiorihe fiscal year 2010 will be K-IFRS compliant.

(b) K-IFRS Adoption Status

i) Action Plan and Status

The Task Force Team has divided its operations thtee phases for effective management and
completion of the long-term plans

(D Phase 1: Analysis Phase
The Company identified differences between Statésnef Korean Financial Accounting Standards
(current Korean Accounting Standards) and K-IFR&] assessed the potential impact of K-IFRS
adoption over the period from August of 2007 torgeby of 2008. Also, the Company has provided K-
IFRS training course to its employees to enhandERS knowledge.

@ Phase 2: Policy Establishment, System Design mpieimentation Phase
Based on the outcome of Phase 1, from March 200Becember 2009, the Company performed
detailed GAP and impact analysis, designed andemehted of its IT infrastructure. The Company
also has continuously carried out training couosdté employees.

(@ Phase 3: K-IFRS application phase
Starting January 2010, the Company is proceedingrépare and verify financial information, to
reorganize internal accounting control system, tananalyze the impact of changes in accordance with
K-IFRS.
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Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Comued
March 31, 2011 and 2010

(35) Plans and status for the First-time AdoptdK-IFRS (International Financing Reporting Stardis),
Continued

i) Main Activities
@ Establishment of Shinhan Financial Group (the ‘@9 accounting policies and accounting
manuals
In consideration of the requirements of KRS and the Group’s current situations, the Cory
performed an analysis of its various alternativesrider o establish the Group accounting policies
would best apply to both the Company and all itssgliaries, and determined the detailed methodet

for each accounting treatment. In addition, eachsisliary reorganized its accounting policy
accounting practice manual to meet the consistéarcgccounting treatments.

@ System Redesign
The Company analyzed a financial reporting systachdefined business requirement design in order to
produce the financial information in a relevant afficient manner. Then the Company completed
IFRS system at the end of reporting period. In taldi the Company has performed financial data
cleansing and uploaded data in IFRS system.
And the employees were acquainted with the accogmtiactices based on K-IFRS system.

(® Generation and analysis of financial informatinraccordance with K-IFRS
Opening balance as of April 1, 2010 and first aecbsd quarter of 2010 financial information prepare
in accordance with K-IFRS are under a review of théependent auditor, and the Company is
generating and analyzing third quarter financi&imation as of the reporting date.

iii) Composition and Operation of Action Plan

In order to ensure a smooth transition to K-IFRf®, €ompany formed its K-IFRS Adoption Task Force
Team, including external consultants. Each sulsidperforms detail conversion tasks. In additian,

IT IFRS Task Force Team was formed with IT expéms each sector, in order to carry out IT system
design and implementation.
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Shinhan Investment Corp.
Note to Non-Consolidated Financial Statements, Comued
March 31, 2011 and 2010

(35) Plans and status for the First-time AdoptibK6FRS (International Financing Reporting Stardr

Continued

(c) GAAP Difference Items

Items that are expected to be significantly affedig K-IFRS adoption include the scope of consoia
goodwill, loan loss reserves, revenue recogniterecognition of financial instruments, measurenadnt
financial instruments among others.

K-IFRS Previous K-GAAP
First-time Business K-IFRS 1103 Business combination will
adoption ofcombination not be applied retrospectively about business
K-IFRS combination transaction prior to the date of i
transition.
Fair value or Fair value will be used as deemed cost for

revaluation as land and building. -
deemed cost

The cumulative  The cumulative translation differences for all
translation foreign operations would be deemed to be
differences zero at the date of transition to K-IFRS.

Derecognition of The derecognition requirements in K-IFRS

financial assets  1039,Financial Instruments: Recognition

and liabilities and Measurement will be applied
prospectively for transactions occurring on
or after transition date.

Designation of  Designation of financial assets and liabilities

fair value through as at fair value through profit or loss and of

profit or loss or  available for sales security will be applied as -
available for sales of the date of transition to K-IFRS that

security meets the criteria for such designation.

Share based Share based payment transaction prior to the

payment date of transition will be applied

transaction retrospectively according to K-IFRS 1102, -

Share based payment transaction

Decommissioning The amount that would have been included

liabilities includec in the cost of the related asset when the

in the cost of liability first arose is estimated by

property, plant  discounting the liability to that date using its

and equipment  pest estimate of the historical risk-adjusted
discount rate(s) that would have applied for
that liability over the intervening period.
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Note to Non-Consolidated Financial Statements, Comued
March 31, 2011 and 2010

(36) Plans and status for the First-time AdoptibK-6FRS (International Financing Reporting Stard&r
Continued

K-IFRS Previous K-GAAP

Investments in subsidiaries, When the Company prepares separate
jointly controlled entities and financial statements in accordance with K- -
associates IFRS 1027 Consolidated and Separate

Financial Satements and measures its

investments in subsidiaries, jointly

controlled entities and associates at cost, the

deemed cost for such investments is K-

GAAP carrying amount at the date of

transition.
Primary Consolidated financial statements Stand-alone @ighstatements
financial statements
Scope of consolidation Subsidiaries are entities controlled by the Pursuant the Act on External Audit of

Group and the financial statements of all Stock Companies, a subsidiary with a
subsidiaries are included in the consolidatBEor year’s total assets less thanl®/
financial statements regardlessting size o billion is excluded from the scope of
the subsidiaries. Special purposed entitiesconsolidation. There is no specific
are consolidated as well if the Group guidance on consolidating special
controls the SPEs. purpose entities

Allowance for loan losses Allowance for loan losses that has been Allowance for loan losses is estimated
incurred but not yet identified are estimateat a greater amount resulting from the
for individual asset basis or collectively forexpected loss method reasonably

similar group of assets and collective levePstimated using the historical
using the historical experience. experience and the amount estimated

based on the asset classification
guidelines of the Financial Services
Commission in accordance with the
Regulations on Financial Investment
Business.

All fees associated with origination of loanEees directly associated with
Revenue recognition are deferred and recognized over the origination of loans are deferred and
expected lives of the respective loans usingcognized over the maturity of the
the effective interest method as an loan using the effective interest
adjustment to the loan balance and intereshethod as an adjustment to the loan
income. balance and interest income.

Presentation of liabilities ar The issuer of a financial instrument shall Classified under Commercial Law,
equity classify the instrument, or its component €tc.

parts, on initial recognition as a financial

liability, a financial asset or an equity

instrument in accordance with the substance

of the contractual arrangement and the

definitions of a financial liability, a financial

asset and an equity instrument.
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Financial Statements, Comued

(35) Plans and status for the First-time AdoptibK-6FRS (International Financing Reporting Stardr Continued

K-IFRS Previous K-GAAP

Derecognition of financial
assets

Employee benefits

Depends on the extent to which it retains Depending on whether or not the

risks and rewards of ownership of the Company retains control over the
financial asset, the transferred assetis  financial assets, the transferred asset is
continued to be recognized, is derecognizé@ntinued to be recognized or

or is continued to be recognized to the ~ derecognized. However, the financial

extent of its continuing involvement in the 8SSets transferred in accordance with
financial asset. the Korean Asset Backed

Securitization Law are derecognized
without considering whether the
Company retains the control over the
financial assets or not.

Under the Projected Unit Credit Method, The Company establishes an
Company recognizes a defined benefit  allowance for severance liability equal
obligation calculated using an actuarial  to the amount which would be payable
technique and a discount rate based on thé all employees left at the end of the
present value of the projected benefit reporting period.

obligation.

(d) Change in scope of consolidation

The Company is requi

red under K-IFRS to presensalishated financial statements. Changes in the

scope of consolidation from K-GAAP to K-IFRS as\édrch 31, 2011 are as follows:

@ Subsidiaries
@ Special purpose company

3 Private equity fund

(e) The effects of the ado

K-IFRS Previous K-GAAP

Good Invest 2nd SPC and the other N/A

SANTACLAUSE LONG-TERM

BOND FUND 4 and other 15 PEFs N/A

ption of K-IFRS on the startof financial position and the results of operat

This summary of the effects on the Company'’s fifanmosition and the results of its operation dibsat
below are based on the consolidated financial iseamés, and may change in the future as a result of
additional analysis, revised standards, etc.

(i) Adjustments to th
follows.

e statements of financialipos as of the date of transition, March 31, 2@té as
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(35) Plans and status for the First-time AdoptibK6FRS (International Financing Reporting Stard&r

Continued
Total assets Total liabilities Total equity

Previous K-GAAP -w 8,384,288 6,564,504 1,819,784
Adjustment for:

Allowance for loan losses 5,238 - 5,238

Deferred Day 1 P/L 9,085 8,594 491

Reclassification of financial instruments (8,118) 3 (8,121)

Deemed cost for land and buildings 170,320 - 170,320

Convers.ion to the cost method for equity (2,402) ) (2,402)

method investments

Others 3,675 10,658 (6,983)

Tax effect on adjustments (17,122) 16,628 (33,750)
Total adjustment 160,676 35,883 124,793
K-IFRS W 8,544,964 6,600,387 1,944,577

(i) The effect of the K-IFRS adoption on the netame and comprehensive income of the Bank foydae

ended March 31, 2011.

Total Total Total Net Total .
L ) . comprehensive
assets liabilities equity income income
K-GAAP W 10,775,904 8,847,072 1,928,832 109,608 124,048
Adjustment for:
Allowance for loan losses 15,729 - 15,729 10,491 10,491
Deferred Day 1 P/L 3,678 4,051 (373) (864) (864)
Reclassification of
financial instruments (19,166) 9 (19,175) (7,929 (10,118)
Deemed cost
for land and buildings 168,350 - 168,350 (2,007) (2,007)
Conversion to the cost
method for equity method 3,578 - 3,578 5,490 5,980
investments
gsesfgfsogn'“on of financial 15,818 17,432 (1,614) (1,614) (1,614)
Others 8,570 11,720 (3,150) 3,242 4,022
Tax effect on adjustments - 32,196 (32,196) 700 1,554
Total adjustment 196,558 65,408 131,150 7,509 7,444
K-IFRS W 10,972,461 8,912,480 2,059,981 117,117 131,492
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Independent Accountants’ Review Report on InternalAccounting Control System

English translation of a Report Originally Issuadiorean

To the President of
Shinhan Investment Corp.:

We have reviewed the accompanying Report on theafipas of Internal Accounting Control System (“I8Q of
Shinhan Investment Corp. (the “Company”) as of MaBd, 2011. The Company's management is respenfsibl
designing and maintaining effective IACS and ferassessment of the effectiveness of IACS. Ouoresbility is to
review management's assessment and issue a repsetl lon our review. In the accompanying report of
management’s assessment of IACS, the Company’sgearent stated: “Based on the assessment of thatimper of

the IACS, the Company’s IACS has been effectivadgidned and is operating as of March 31, 2011ll imaterial
respects, in accordance with the IACS Frameworkeidsby the Internal Accounting Control System Opena
Committee.”

We conducted our review in accordance with IACS iRevStandards, issued by the Korean Institute atifia
Public Accountants. Those Standards require tlegplan and perform the review to obtain assurafheelevel less
than that of an audit as to whether Report on ther@tions of Internal Accounting Control Systenfrée of material
misstatement. Our review consists principally bfaining an understanding of the Company’s IACS$uiries of
company personnel about the details of the repod, tracing to related documents we consideredssacg in the
circumstances. We have not performed an auditaoahrdingly, we do not express an audit opinion.

A company's IACS is a process designed to provilsanable assurance regarding the reliability whnicial

reporting and the preparation of financial stateimdar external purposes in accordance with gelyeeaicepted
accounting principles. Because of its inherenttéittons, however, IACS may not prevent or deteiststatements.
Also, projections of any evaluation of effectivends future periods are subject to the risk thatrads may become
inadequate because of changes in conditions, orthibadegree of compliance with the policies orcedures may
deteriorate.

Based on our review, nothing has come to our atterthat Report on the Operations of Internal Actmg Control
System as of March 31, 2011 is not prepared imalierial respects, in accordance with IACS issuethb Internal
Accounting Control System Operation Committee.

This report applies to the Company’s IACS in existe as of March 31, 2011. We did not review the gamy’'s
IACS subsequent to March 31, 2011. This reportiesen prepared for Korean regulatory purposesuputso the
External Audit Law, and may not be appropriatedtirer purposes or for other users.

KPMG Samjong Accounting Corp.
Seoul, Korea
June 16, 2011

Notice to Readers
This report is annexed in relation to the auditied non-consolidated financial statements as offandhe year ended

March 31, 2011 and the review of internal accountiontrol system pursuant to Article 2-3 of the AotExternal Audit
for Stock Companies of the Republic of Korea.
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Report on the Operations of Internal Accounting Coirol System

To the Board of Directors and Internal Audit Comntast of
Shinhan Investment Corp.:

I, as the Internal Accounting Control Officer (“IAL) of Shinhan Investment Corp. (the “Company”)ybassessed
the status of the design and operations of the @oip internal accounting control system (“IACSY af March 31,
2011.

The Company’s management, including IACO, is resjia for the design and operations of its IACSas, the
IACO, have assessed whether the IACS has beenieffgcdesigned and is operating to prevent andatetny error
or fraud which may cause any misstatement of thenfiial statements, for the purpose of establistiiageliability
of financial statement preparation and presentdtorexternal uses. |, as the IACO, applied th€ BAFramework
for the assessment of design and operations dABE.

Based on the assessment of the operations of 168 ,#he Company’s IACS has been effectively deslgmad is
operating as of March 31, 2011, in all materiapeeds, in accordance with the IACS Framework isduethe IACS
Operations Committee.

Yong Tae, Song, Internal Accounting Control Officer

Hyu Won, Lee, Chief Executive Officer or President

April 27, 2011

This report has been translated into English framnglén language report enclosed.
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