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As stated in its long-term business vision for the 21st century, Promise has decided to

focus its resources on becoming a consumer finance specialist rather than looking to

other fields for growth. In particular, the Company will increase its competitiveness in

the high-profit margin unsecured loan business to maintain high profitability. The two

routes Promise is taking toward this goal are expanding sales channels and improving

customer convenience.

Strategy 1: 

M a r k e t i n g

6



7

The first and foremost measure that we can
take to increase competitiveness and prof-
itability is sales channel expansion. Despite
the considerable development of the market
achieved by Promise and other consumer
finance companies, there is still strong
growth potential—it is by no means a
mature or saturated market. It is estimated
that approximately 7 to 8 million people cur-
rently use consumer loan services.
However, there are approximately 30 million
employees of private sector companies
who earn between ¥2 million to ¥7 million
annually.

Promise’s share of this large pool of cus-
tomers consists of a broad base of young
people which increasingly narrows as cus-
tomers become older. Most of our cus-
tomers are between the ages of 20 years
old to 40 years old, with approximately 80
percent of new customers having annual
incomes between ¥2 million to ¥7 million.
Consequently, our sights are set on wage
earners in their 20s.

Thanks to superior credit provision and
credit risk management technologies, con-
sumer finance companies are also winning

Promise’s pioneering tie-up with Family Mart
makes it substantially easier for customers to make
loan payments. Family Mart stores, usually open
24-hours a day, 365 days a year, are never more
than a few blocks away from home or work in major
cities throughout Japan.

TOPICS
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Expanding sales channels

New Consumer Loans Supply by Type of

Lender

a growing share of the existing market for
consumer loans from such competitors as
installment sales finance companies and
banks and credit associations. Surveys
over the past eight years by the Japan
Credit Industry Association indicate that the
consumer finance industry’s share of new
credit issued has risen from 15.8% in 1990
to 36.3% in 1997.

To reach even more of this pool of poten-
tial customers, our strategy was to aggres-
sively expand our branch network,
principally through the opening of unstaffed
branches. At the end of fiscal 1999, out of a
total of 1,201 unsecured loan branches, 766
branches or over 60% were unstaffed
branches. 

The advantages of unstaffed branches are
clear: the initial start up costs are two
thirds that of staffed branches while the
running costs are half. These cost efficien-
cies allow us to open unstaffed branches in
many locations that could not be consid-
ered previously. Using unstaffed branches,
for example, we plan to expand our net-
work in suburban areas.

Through agreements with lead-

ing regional banks and install-

ment finance and retail credit

companies, customers may now

access their accounts using a tie-

up network of 19,964 ATMs and

CDs in addition to Promise's net-

work of 1,511 ATMs.
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TOPICS
With the new Promise JCB credit card, customers
will be able to use their cards for shopping, domes-
tically and overseas. In addition, they will be able
to withdraw cash from approximately 390,000 ATMs
in JCB’s overseas network. And, there are no annual
membership fees.

Our roadside branches, which currently account for more than half

our branches, meet the needs of the automotive society, and have

become a fixture in customers’ daily lives.

Number of Branches and Machines

March 31

1995 1996 1997 1998 1999

Unsecured loan branches 572 609 748 1,003 1,201
Staffed branches 565 579 467 418 435
Unstaffed branches 7 30 281 585 766

Secured loan branches 4 4 2 2 2
Audio & video software rental 8 8 8 7 —
Outdoor and leisure goods — 2 2 3 4
Total 584 623 760 1,015 1,207
Number of automated credit providers 20 273 695 977 1,164
Promise’s own ATMs 743 817 1,056 1,335 1,511
Tie-up ATMs and CDs 2,962 5,132 12,344 15,702 19,964
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Improving the Convenience of Our Services

TOPICS

chains, Family Mart, to allow Promise cus-
tomers to make their loan payments at any
of the chain’s 5,280 outlets throughout
Japan, on a 24-hour, 365-day-a-year basis.

In December 1998, we introduced a major
new convenience for customers, announc-
ing that Promise would begin issuing
Promise JCB cards. Rather than a full-
fledged entrance into the credit card busi-
ness, the new tie-up with JCB is intended
to increase our competitiveness in the con-
sumer loan industry by adding a domestic
and international shopping function to the
current Promise Card. As of June 1999,
cards are being issued by Promise’s sub-
sidiary GC Co., Ltd., which already has a
tie-up with JCB.

To provide maximum access to our net-
work, our unstaffed offices operate every
day of the year, except for the New Year’s
holidays and are open from 9 a.m. to 8 p.m.
on weekdays and to 6 p.m. on weekends
and holidays. Staffed branches are open
from 9:30 a.m. to 6 p.m. Our ATMs operate
from 7 a.m. to midnight as long as the facili-
ty they are in remains open.

We have also upgraded the functions of
our automated credit providers to allow
existing customers to make changes in
their loan ceilings and interest rates, exe-
cute contract renewals, and reissue cards.
In addition, they can correct customer data
items, such as addresses and telephone
numbers, providing almost the same range
of services as staffed branches.

Customers may now use the Internet to
reach Promise around the clock. Through
Promise’s World Wide Web site, customers
can currently access a range of services
available from Cybershop Promise.
Equipped with the most advanced security
systems (128-bit SSL digital ID communica-
tions function), we plan to steadily extend
the range of services offered by Cybershop
Promise to include loan applications and
transfers of funds to customers’ bank
accounts.

Promise responds to customers’

enquiries on a 24-hour, 365-day

basis.

Convenience is an essential aspect of the
consumer loan business. Quick and easy
access to cashing and payment services is
an important factor for people who are
busy for most of the day. We have consis-
tently expanded our network and extended
business hours to improve on our services.

During fiscal 1999, we added 176 ATMs to
our own network, bringing the total number
of ATMs to 1,511. Moreover, we forged new
ties with regional banks and installment
sales finance companies, increasing the
number of tie-up CDs from which cus-
tomers can withdraw cash by 4,262 units to
19,964. Recently, we have been working to
make loan payments easier for our cus-
tomers as well. In fiscal 1999, we signed
agreements with other businesses making
another 779 ATMs available to our cus-
tomers for fund transfers. As of the end of
the fiscal year, customers could use a total
of 2,360 ATMs from tie-up networks to
make loan payments. Other methods of pay-
ment include bank transfers, post office
registered cash envelopes, and Promise
branches.

Seeking new ways to expand the payment
network, we initiated another first in the
industry during the fiscal year under
review, signing an agency agreement with
one of Japan’s largest convenience store

Cybershop Promise provides 24-hour access to
services through the Internet. Customers may
apply for Promise Cards, run loan repayment sim-
ulations, and receive other information about the
Company. It is also possible to search for the loca-
tion of a branch and business hours. Eventually,
customers will be able to apply for loans and
specify where to transfer the funds, check their
balances, and change addresses at the site
(http://www.cyber.promise.co.jp/).

Cybershop Promise’s home page.
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Outsourcing of 

operations

•Automated credit 

evaluation

Data base containing 

over 5 million records
Table of 1,280 

credit categories

Credit evaluation 

reviews every 3 months

•Consumer finance 

industry's credit 

information on individuals

12.85 million records 

integrated by name
All transactions

recorded
Data captured

real time

•Write-off ratio for 

unsecured loans

1997 

2.18%

1998

 2.47%
1999

2.81% 

•Low-cost 

management
Maximize capital 

efficiency

Centralized 

operations

Promise aims to have well-balanced management that combines strong credit risk and cost manage-
ment with its goal of increasing revenues and profits. Speedy and strict credit evaluation and low cost
management support the Company’s competitiveness in the market as well as contributing to its bottom
line.

Strategy 2:

C r e d i t  R i s k

a n d  C o s t

M a n a g e m e n t
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Our credit evaluation system is one of the
key contributors to our success in the con-
sumer finance business. The system is
charged with the difficult task of providing
credit decisions rapidly for waiting cus-
tomers while minimizing the risk of credit
default. Although the final decision is made
by loan managers, the bulk of the work is
done by a highly sophisticated automated
credit evaluation system. In making its deci-
sion, the computer system mainly refer-
ences a database of over five million credit
records. Based on statistical analysis of
these records by age, occupation, family,
and other factors, the system has created a
reference table indicating 1,280 different
credit risk groups, each with an appropriate
credit limit. The system was upgraded in
June 1999. Even after credit has been
granted to a customer, the credit evaluation
is reviewed every three months and adjust-
ed for any relevant changes in circum-
stances, such as additional loans received
from other credit providers.

Of course the chief requirement for mak-
ing accurate evaluations of credit worthi-
ness is up-to-date information. This
essential component is provided by the
Personal Credit Information Bureau.
Established by the consumer finance indus-
try, the Bureau provides by far the most
comprehensive and up-to-date credit infor-
mation on individuals available in Japan.
The core of the database is the collective
transactions of all companies in the con-
sumer finance industry, integrated by bor-
rower name. Totaling over 12.85 million
records, the database includes all transac-
tions within the consumer finance industry
on a real time basis. In addition, there is a
system that exchanges information on loans
on which payments have been missed that
incorporates databases from the installment
sales finance and banking industries and
contains 200 million non-integrated credit
records.

Our staffed branches, where staff

deal face-to-face with customers,

are the roots of our sales opera-

tions. We think about our loan

products with our customers.

In addition to screening by our automated
credit evaluation system, we add several
more restraints to ensure the quality of
loans made. A credit ceiling of ¥500,000
($4,167 at $1=¥120.00) is set for new cus-
tomers. Applications for credit limits above
this ceiling must meet additional, stricter
standards. Currently, the average balance
per loan account is ¥432,000. Adherence to
our strict credit standards results in the
rejection of slightly more than one in three
credit applicants, usually because of indi-
cations of high credit risk in our databases.

Whether an applicant is successful or not,
the decision is quick and final. The entire
process of application, credit approval, and
issuing of a card takes approximately 30 to
40 minutes at both unstaffed and staffed
branches.

Proof of the accuracy of Promise’s credit
risk management system lies in the rate of
loan defaults. Over the past five years,
Promise has kept bad debt write-offs to the
two percent level. This is an enviable
record considering that the rate of personal
bankruptcies has risen by leaps and bounds
during the same period. As of the end of
fiscal 1999, our write-off ratio was 2.81 per-
cent, up 0.34 percent from the previous
year, while personal bankruptcies hit a
record high of 103,803 in 1998, a 45.6 per-
cent increase over 1997.

Speedy and Strict Credit Evaluation
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Flow of Loan Portfolio Management Strategy

Loan categories

Automated 
Credit System

IT System

Organization

Overdue and
managed loansOrdinary loans

Automated Credit System

NOA System

Prosaver A Prosaver B

A C S

Extended credit (transaction point)

Written-off loansNon-performing 
loans

New Loan (Payment date)

No payment for
30 days

Transferred

No payment for
6 months

Write off bad loan

Navigator Target Group

New loan

Office

Integrated Call Center

CR Division

CR Center (Tokyo, Osaka)

CR Legal Office

Organically combining loan categories and credit and IT systems with its organization, Promise has the only systematic loan portfolio management system in the industry. 
Based on the type of loan, the business flow is integrated from the application for the loan to the final repayment.
Navigator System: Based on a customer’s financial situation (thinking of expected income and expenses), the system suggests the most appropriate loan and repayment schedule.
Automated Credit System: By using the automated credit system, causes of risk can be avoided, allowing the formation of a quality loan portfolio.
IT system: Greater efficiency is achieved by combining our core sales system, NOA, with our loan collection system, Prosaver, and ACS.
Organization: We have achieved greater efficiency and higher collection rates by using a specialized organization that adapts to the special features of the loan being supervised.

Note: IT stands for Information Technology, CR stands for Collection & Research, NOA stands for Network Open Agility, and ACS stands for Auto Call System.

We explain our products and system to customers to encourage them to plan their loans carefully.

We particularly emphasize explaining loan repayment schedules.
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TOPICS

remote locations. By concentrating these
sales operations in operation centers called
Integrated Call Centers, we achieve sub-
stantial cost reductions. As of the end of
the fiscal year under review, approximately
half our 766 unstaffed branches are man-
aged by these operation centers. Our
Integrated Call Centers also handle debt
management, such as raising credit limits
and reminding customers to make overdue
payments, that were previously allocated to
individual branches.

The combined benefits of unstaffed
branches and Integrated Call Centers are
clearly evident in the cost of wages
(salaries and bonuses) as a proportion of
outstanding loans. This ratio has dropped
from 2.8 percent in fiscal 1995 to 2.1 per-
cent in fiscal 1999.

We have also turned to outsourcing of
non-essential operations to further trim our
costs. As of April 1999, we have commis-
sioned IBM Japan to handle some of the
system operations of our computer center.
This agreement is expected to save
Promise ¥9 billion during the 10-year con-
tract.

Centralization of loan manage-

ment operations contributes to

cost control, supporting low cost

operations.

Another way in which we assure that our
management is well-balanced and not over-
ly fixated on growth alone is strict cost
control through the practice of low-cost
operations. The three principal measures by
which we are implementing low-cost oper-
ations are maximizing capital efficiency,
centralizing unstaffed branch and loan col-
lection operations, and outsourcing some
system operations.

To make more efficient use of capital, we
have curtailed the purchase of fixed assets
that do not directly contribute to income,
reducing the ratio of fixed assets to total
assets to 9.2% from 12.6% over the past
five years. Capital investments must meet
strict performance standards. We require
that new branches become profitable on a
monthly basis within two years and exceed
the breakeven point for total investment in
four years. Branches that do not clear
these hurdles are relocated or closed.

Advanced technologies now allow us to
manage our unstaffed branches from

To cope with the Year 2000 issue, Promise incorpo-
rated Year 2000 modifications into the development
of its next generation computer system NOA
(Network/Open/Agility), which was brought on-
stream in October 1998. With NOA’s introduction,
the Company’s mission critical systems are now
ready for 2000. Promise has established a Year 2000
Project Team to oversee achievement of Y2K com-
pliance throughout the Company and its sub-
sidiaries and affiliates, connectivity testing, and the
development of a contingency plan. Preparations
for the year 2000 are scheduled to be completed by
September 1999. Approximately ¥1.3 billion will be
spent on achieving Y2K compliance, with approxi-
mately ¥200 million being spent in fiscal 2000.

Low-cost Operations
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(FY1995 to FY1999 Change)

Acquire stable supply of long-term financing Long-term finance ratio: 94% to 97.3%

Increase ratio of fixed interest rate financing to 

guard against short-term fluctuations
Fixed interest rate ratio: 43.8% to 66.7%

Diversify sources of financing Direct finance ratio: Zero to 8.3%

Maintain appropriate shareholders’ equity ratio Shareholders’ equity ratio: 22.3% to 28.7%

Ensuring smooth and stable financing by maintaining a solid financial structure is the last but certainly
not the least of Promise’s business actions for fiscal 2000 and continues to be an important issue.
Financing and financing costs play a key role in determining competitiveness and profitability in the
consumer finance business. The Company’s goal is to structure its financing to assure a stable supply
of long-term financing at the best interest rates possible. Diversifying sources of financing and main-
taining high credit ratings are also important factors in this strategy.

Strategy 3:

F i n a n c i n g

14



Financing our consumer loans is a major
part of our business. Because of the rela-
tively large role these funds play in our
operations, managing the costs of financing
is an equally important task.

To ensure the smooth operation of our
business, it is desirable to have a stable,
long-term supply of financing. This is partic-
ularly important given the uncertain banking
environment in Japan. Accordingly, we
have steadily increased long-term financing
as a proportion of total financing, raising
the long-term financing ratio from 94% to
97.3% over the past five years. At the same
time, we have expanded the ratio of fixed
interest rate financing from 43.8% to 66.7%
to guard against fluctuations in short-term
interest rates and to prepare for the
inevitable rise in interest rates from their
historical lows.

To avoid over-dependence on any particu-
lar source, we are exploring a range of
new sources of financing. In June 1998, we
made our first international share offering,
which raised approximately ¥40,989.5 million
through the issue of 7,300,000 new shares.
Concurrently, a offering of 3,700,000 new
shares was made domestically, raising
approximately ¥20,775.5 million. In
December 1998, Promise signed a commit-
ment line agreement with a syndicate of
seven foreign banks providing the Company
with a credit facility totaling ¥15 billion,
renewable on an annual basis for four
years. We continue to look for other ways
to diversify our sources.
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During the fiscal year under review, we
made three domestic unsecured bond offer-
ings, raising a total of ¥30 billion. Included
among these bond offerings was our first
domestic unsecured bond issue aimed at
individual rather than institutional investors,
which raised ¥10 billion. Through bond and
commercial paper issues, we have
increased the ratio of direct financing in
capital markets from zero to 8.3% in five
years, and intend to continue to build this
figure to approximately 30%.

The task of raising direct funds has been
made considerably easier by the enactment
of the Nonbank Bond Issuing Law in May
1999, which allows Promise to raise capital
for its loan operations through the issue of
bonds and commercial paper.
Consequently, the Company can now tap
these markets when issuing conditions are
favorable. In January 1999, Promise
increased its registered limit for bond
issues to ¥100 billion. In July 1999, the
Company made its first straight bond issue
under the new law, raising ¥10 billion.

We continue to maintain good relations
with the core group of banks and insurance
companies that still provide for a substan-
tial portion of our funding needs. We fore-
see no substantial impact from the
nationalization of one of the banks, the
Long-term Credit Bank of Japan.

15

Financing

Marketing analysis is the key to

financing. We employ a system-

atic strategy that takes into

account market conditions.

Note: Figures include interest on bonds and commercial paper but not com-
mission payments on interest rate swaps.
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1995 1996 1997 1998 1999
Total fund procurement 573,079 641,729 706,111 792,473 834,048

Short-term fund procurement 34,546 51,731 53,000 64,800 22,800
Short-term borrowings 34,546 51,731 53,000 44,800 22,800
Commercial paper — — — 20,000 —

Long-term fund procurement 538,532 589,997 653,111 727,673 811,248
Long-term borrowings 538,532 579,997 633,111 688,742 742,317
Ration of long-term fund procurement to total fund procurement (%) 94.0 91.9 92.5 91.8 97.3
Fixed interest rate 100,818 224,092 349,594 438,826 474,206
Variable interest rate 437,714 355,905 283,516 249,916 268,111

of which interest rate swaps 150,000 100,000 45,000 — 12,840
Straight bonds — — 10,000 30,000 60,000
Convertible bonds — 10,000 10,000 8,930 8,930
Actual fixed ratio(%) 43.8 52.1 58.7 60.3 66.7

Fund Procurement
(Millions of Yen)

Note: Actual fixed ratio = (long-term borrowings at fixed interest rates + long-term borrowings with interest rate swaps + straight bonds + convertible
bonds) ÷ total fund procurement

■ The company procures long-term borrowings at fixed interest rates, taking into account market interest rates. At March 31, 1999, the Company’s actual
fixed ratio stood at 66.7%, including corporate bonds.

Stable fund procurement is one of the sources of our growth. Aiming to achieve cost

and risk management, we are taking advantage of the low interest rate enviornment

to lock in low, fixed rates on long-term funds as well as diversifying our sources.
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est rate paid on fund procurement declined
to 2.55 percent from 2.68 percent in the
previous year, remaining one of the lowest
rates among major consumer loan compa-
nies.

Managing credit ratings has become an
important task for Promise as it seeks to
tap a broader range of capital markets
directly. Our long-term debt and commer-
cial paper are currently rated A and a-1 by
a domestic rating agency, Japan Rating
and Investment Information (R&I), Inc.
These ratings provide us with strong
advantages in capital markets. We are
maintaining a strong financial structure to
protect these ratings and perhaps improve
on them. Our shareholders’ equity ratio is
one example of these efforts. Over the past
five years, we have steadily increased our
shareholders’ equity ratio from 22.3% to
28.7%. We believe that aiming for a suitably
high shareholders’ equity ratio also pro-
vides a good check and balance effect on
our financing activities.

Stable financing and a strong

perception of the market in

adapting to circumstances—we

plan to make timely financings

with an eye to market move

movement.

Our efforts in managing our financing are
perhaps best summed up by our average
interest rate paid on fund procurement
(financial expense over average fund pro-
curement). In fiscal 1999, our average inter-

Other Business

the major group of customers of our con-
sumer loan business. Club Sol sells camp-
ing, trekking, and fishing equipment;
outdoor wear; snow-boards; and other
goods. Camping trailers and equipment are
available on a rental basis. Promise decid-
ed to enter this business in 1994 after rec-
ognizing that the growing popularity of
recreational vehicles among young people
was leading to an outdoor life and camping
boom.

Promise also owns and manages 8 com-
mercial buildings for lease in major cities
throughout Japan. Because of the prime
locations of these buildings, occupancy
rates are high, providing a stable source of
revenues.

Reflecting our decision to specialize in the
consumer finance business, we moved out
of several business activities during fiscal
1999. We closed “It’s Time Win,” a chain of
audiovideo software rental and sales out-
lets that the Company had operated since
1990. We also transferred our software
sales business (sales of Prosaver), to a
subsidiary, System Trinity Co., Ltd.
Prosaver, an integrated delinquent debt
management software package that formed
the core of our software business, has
established a strong market reputation and
should continue to be successful under the
subsidiary’s management.

We continue to operate our “Club Sol”
outdoor leisure business, which successful-
ly caters to a customer base that resembles

TOPICS
Promise’s current financial strength is reflected in
high credit ratings of A for long-term debt and a-1
for commercial paper (R&I). The significance of
these rating is best illustrated by considering that,
in current markets, an A rating permits Promise to
raise funds at less than the long-term prime rate.
High ratings, therefore, lead to stable, low funding
costs, which in turn contribute to competitiveness
within the industry. In addition, superior credit rat-
ings allow Promise
to take advantage
of a wide-range of
financing opportu-
nities in capital
markets and to
structure its debt
accordingly.

Club Sol outlet.

Climbing wall set up inside out-

let.


