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The fiscal year ended March 31, 2005, represent-

ed a turning point for Promise with an increase

in profits for the first time in four years.

Moreover, the Company concluded a milestone

business and capital alliance with Sumitomo

Mitsui Financial Group. Despite a decline in the

number of applications for personal bankruptcy

after nine consecutive years of growth, competi-

tion in the consumer finance industry continued

to intensify. To survive this competition, it was

vital that Promise realize its long-held goal of a

full-line interest rate strategy. The new business

alliance was an effective step in that direction,

bringing the Company close to completing its

strategy. With this turn of events, Promise is

heading toward a new stage of growth.

Management Perspectives
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A Message from the President

Looking Back on the Fiscal
Year Ended March 31, 2005
If managing businesses were to be described as sea

voyages, the good ship Promise has been sailing up a

long sustained growth lane, under the sails of “out-

standing credit scoring know-how,” “nationwide sales

channels,” “careful loan management,” and “stable,

low-cost funding.” Fighting against the headwinds of

a stagnant domestic economy and a rising number of

applications for personal bankruptcy, Promise had suf-

fered from a decline in profits that began in the fiscal

year ended March 31, 2002. In the fiscal year ended

March 31, 2005, however, Promise returned to profit

growth. Moreover, in a strategic move toward realiz-

ing new growth, Promise raised the powerful sails of

its recent business alliance with Sumitomo Mitsui

Financial Group, Inc. (SMFG). With that, the good ship

Promise has begun the first leg of a new journey into

the future.

In the fiscal year ended March 31, 2005, total

operating income amounted to ¥369.9 billion, a 5.4%

decline year on year. However, operating profit

jumped 46.0%, to ¥128.3 billion, and recurring profit

rose 45.6%, to ¥130.8 billion, substantial gains from

the previous fiscal year. The principal reason for the

surge in profits was a ¥48.9 billion drop in credit loss-

es, to ¥97.5 billion. The first decline in the number of

Hiroki Jinnai
President and Representative Director

“The good ship Promise has just set out on a new voyage.
While certainly not an easy crossing, we believe that a new
business opportunity for growth awaits us along the way.”
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applications for personal bankruptcy in 10 years

formed the backdrop to this improvement. Reduced

personnel expenses resulting from the voluntary retire-

ment program implemented in the fiscal year ended

March 31, 2004, also contributed to profit growth.

Net income soared even higher, up 81.3% year on

year, to ¥75.4 billion. The higher growth in net income

compared with operating profit was due to an end to

the ¥18.7 billion special retirement payment that was

booked as an extraordinary loss in the fiscal year

ended March 31, 2004, for the voluntary retirement

plan. Even though total operating income declined,

consumer loans outstanding at the end of the fiscal

year rose 4.6%, to ¥1,599.6 billion. This anomaly

resulted from At-Loan Co., Ltd., formerly an SMFG

subsidiary, becoming a subsidiary of Promise at the

end of January 2005 through a third-party allocation.

As a result of this share acquisition, the balance sheet

of At-Loan was included in consolidation. Had this not

taken place, consumer loans outstanding at the end of

the fiscal year would have been ¥1,497.2 billion, a

decrease of 2.1% from the previous year-end.

Full-Line Interest Rate
Strategy Close to Completion
Promise announced its business alliance with SMFG in

June 2004. The major significance of this business

alliance is that it brings Promise close to completing its

full-line interest rate strategy, the Company has held

for some time. Previously, Promise had provided loan

products with interest rates ranging from 17.8% to

25.55%, while other members of the Promise Group

covered the interest rate spectrum on either side of

that range. Specifically, subsidiaries Plat Corporation

and Sun Life Co., Ltd., offered loans up to the maxi-

mum legal interest rate of 29.2%, and affiliate MOBIT

CO., LTD., supplied loan products at 15% and 18%.

Despite being able to offer this significantly wide range

of interest rates, we were anxious to offer products in

the 10% range. Before forming the business alliance

with SMFG, entering that arena posed many difficulties

for the Promise Group in terms of business resources. 

However, this resource insufficiency was over-

come through the alliance. In other words, we gained

access to the brand power, credit capacity, and cus-

tomer base of Sumitomo Mitsui Banking Corporation

(SMBC). On the other hand, SMFG realized that devel-

oping a small-lot consumer loan business was vital to

survive the competition among mega-banks but found

itself somewhat short of management resources. SMFG

decided that adding Promise’s credit scoring and loan

management know-how would make the full-scale

development of its consumer finance business feasible.

5Annual Report 2005



6 Promise Co., Ltd.

Through a third-party allocation implemented in

the fiscal year ended March 31, 2005, SMFG raised its

stake in Promise to 16%.The partners plan to strength-

en this relationship in the future through such possible

measures as SMFG expanding its stake in Promise up

to 20%. In terms of concrete results produced by the

alliance, in March 2005 Promise began providing The

Japan Net Bank, Limited, a member of SMFG, with

loan guarantee services for unsecured loans to individ-

uals made following the business alliance. In the same

month, QUOQ Inc., an installment sales finance com-

pany of SMBC, announced a substantial investment in

Plat Corporation, which will change its name to QUOQ

LOAN INC. In April 2005, after six months of prepara-

tion, the joint consumer finance business of SMBC, At-

Loan, and Promise finally commenced.

Promise Coordinating Joint
Business Development
The framework for the joint business of the three com-

panies commenced with the newly developed auto-

matic contract machine (ACM) that is being installed in

the ATM corners of SMBC’s branches. These ACMs

can handle and process applications and approve loans

for the three companies simultaneously. Consumers

can also apply for the new loan service by telephone or

over the Internet. In addition, the loan service is being

promoted to the general public through advertising

campaigns and other mass-marketing efforts. The

ACMs make it possible for the three companies to

draw on SMBC’s customer base, while demand from

other potential customers is being stimulated through

mass marketing.

Considering the interest rates being offered by

the three partners—8% to 12% by SMBC, 15% to

18% by At-Loan, and 18% to 25.55% by Promise—it

could be said that Promise’s full-line interest rate strat-

egy is complete. Moreover, Promise is playing a major

role as the coordinator of the joint business. For the

new loan service, Promise is guaranteeing the loans

made by SMBC and At-Loan while providing full sup-

port for their operations, from credit scoring to loan

management and collection. The partners did set up a

new call center together, but the center’s operations

are based on know-how developed from scratch by

Promise affiliate MOBIT in its business. In addition, the

expertise for credit scoring for At-Loan’s 15% to 18%

loans is based on MOBIT’s experience. We are han-

dling SMBC's 8% to 12% loans by using an even more

severe credit scoring system than for At-Loan's loans,

and feel that the system should be sufficient to deal

fully with the needs of the business.
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The three partners aim to build the balance of

consumer loans outstanding in this business to ¥500

billion over the next three years. Breaking down this

figure, SMBC and At-Loan plan to both contribute

¥200 billion while Promise plans to contribute ¥100

billion. Although the contributions to total consumer

loans outstanding are not equal, to demonstrate that

the companies are equal partners, a mechanism is in

place such that Promise and SMFG share the operating

profits of the business equally.

Priority Given to Investments
for the Future
In the fiscal year ending March 31, 2006, the Promise

Group is focused on expanding consumer loans out-

standing. Excluding At-Loan’s contribution, the Promise

Group’s consumer loans outstanding have declined for

two consecutive years. By increasing the number of

new customers, we intend to increase the balance. In

our finance customers may exercise their own prefer-

ences in applying to any of the three companies for a

loan. Should customers not qualify for loans from

SMBC or At-Loan, however, customers will be referred

to Promise’s loan products if they so desire and under-

go credit scoring. We believe that Promise can obtain

new customers based on referrals. In today’s highly

competitive consumer finance market and considering

the current size of consumer loans outstanding, it

would be hard to achieve double-digit recurring

growth in consumer loans outstanding based only on

the Promise Group’s existing sales channels. Of course,

it would be possible if our credit scoring standards

were relaxed. However, as this would create concern

that the quality of loan portfolio could deteriorate. For

that reason, our basic policy will be to build a quality

loan portfolio and a new customer base through the

joint consumer finance business that will enable us to

increase the numbers of new customers. This policy is

at the core of Promise’s new growth strategy.

Our performance forecast for the fiscal year end-

ing March 31, 2006, is an increase in total operating

income with a decrease in profits. The increase in total

operating income can be attributed to the inclusion of

At-Loan in the consolidated income statement as well

as the balance sheet. Excluding At-Loan’s contribution,

operating income is expected to be flat. The forecast

decrease in profits is related to the investments being

made for the start-up of the joint consumer finance

business. Additional costs include the rental fees for the

new call center and investments in computer systems

and advertising and other sales promotional activities.

The credit losses that are expected to increase are yet

Our basic policy will be to build a new customer base through the joint
consumer finance business that will enable us to increase the numbers of
new customers. This policy is at the core of Promise’s new growth strategy.
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another contributor to the decline in profits.

The first decline in the number of applications for

personal bankruptcy in 10 years underpinned the fall

in the Company’s credit losses in the fiscal year ended

March 31, 2005. However, we are not optimistic that

this trend will continue. Although the Japanese econo-

my has shown signs of recovery in certain sectors, it is

difficult to judge whether actual personal income is 

rising or not. For that reason, we have assumed a

slightly higher uncollectible loans ratio for the loans

being offered in the joint consumer finance business.

Therefore, credit losses are forecast to increase in the

fiscal year ending March 31, 2006.

Looking at our financial position, the sharehold-

ers’ equity ratio is expected to reach 46.2% at the end

of March 2006, due to the planned repayment of inter-

est-bearing debt. In addition, we raised capital through

a third-party allocation to SMFG in the fiscal year ended

March 31, 2005. Accompanying growth in the con-

sumer loans outstanding of SMBC and At-Loan that

Promise is guaranteeing as part of the joint business,

there will be an increase in our risk exposure related to

these off-balance-sheet assets. Consequently, we view

our substantial shareholders’ equity as providing a 

necessary buffer to that risk exposure.

To Our Shareholders
As stated at the beginning of the message, the good

ship Promise has just set out on a new voyage. While

certainly not an easy crossing, we believe that a new

business opportunity for growth awaits us along the

way. I and the rest of the management team feel that

we have been entrusted with a great responsibility for

the navigation of this voyage. We intend to dedicate

our full efforts to this task, and we look forward to the

continued support of our shareholders as we head

toward a brighter future.

July 2005

Hiroki Jinnai

President and Representative Director
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