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Over the past 12 months, Promise has strength-

ened customer services through having substan-

tially increased the number of automated credit

providers from 273 machines to 695 machines.

We have also expanded the number of our busi-

ness tie-ups. Our principal strategy pursued dur-

ing this period has been the conversion of

manned branches into unmanned ones as part of

Promise’s new policy to restructure our business

in ways that both win new customers and reduce

costs. During the period in question our total

number of branches rose from 609 to 748.

Unmanned branches rose from 30 to 281 while

manned branches fell from 579 to 467.

Promise’s profits continued to grow, boosted

by the steady expansion of our core business: the

provision of unsecured loans to ordinary con-

sumers. The increase in our profits for the fiscal

year ended March 1997 is the result of our

increased efforts to bring down our borrowing

costs and improve our management efficiency.

These initiatives were sufficient to overcome the

pressures on profit margins that resulted from

Promise’s decision in October 1995 to reduce the

maximum interest rate we charge our customers.

Our cost-cutting efforts have also allowed us to

cover the additional costs incurred due to the

introduction of expensive new technologies.

Our goal for the next fiscal year is to achieve

solid and steady growth in our main business

areas. Promise intends to expand the number of

customer accounts we handle by enhancing our

customer service channels. At the same time, we

intend to enhance the provision of customer-ori-

ented services by building on the strengths we

have built up to date such as our credit system

and accumulated know-how.

Balanced Management at Promise 
Our fundamental policy is to devote ourselves to

our core business of consumer finance, practice

sound management, emphasize ALM manage-

ment and produce stable profits. In other words,

our management strategy is to conduct business

with a balanced management style. Accordingly,

our priority is to increase unsecured loans, which

are the pillar of our profitability, and at the same

time maintain overall balance by ensuring good

credit quality through the use of prudent and

reliable credit policies.

As our core business is the provision of unse-

cured loans to ordinary consumers, the cultiva-

tion of new customers is, of necessity, our

overriding imperative. We want to help Japanese

consumers to improve the material quality of

their lives but in ways that do not endanger their

financial health. As of March, 1997, the average

unsecured loan balance of a Promise’s customer

stood at ¥389,000. This figure is well below the

average range for the top division of consumer

finance companies in Japan. We are pursuing a

strategy which places greater emphasis on

expanding the number of loan accounts rather

than on encouraging our customers to borrow

more. Such prudence is consistent with our goal

of stable, steady growth.

Review of Operations
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Flowchart of New Loan Agreement Procedures

Customer Irrashai Machine

Credit investigation

Inquiry to credit information center
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PROMISES KEPT
Offering services relevant to customers’ needs

Unsecured Loan Products

Loan type Product name Upper limit Interest type Interest (p.a)

Uniform
22.995%

Unsecured
Free cashing ¥1 million

25.55%

revolving
Stepped

22.675-25.55%

23.725-25.55%

Unsecured
Application-

¥500,000 Uniform 13.50-19.50%

cash loan for
specific loan

consumption
Nittsu

Travel Loan
¥500,000 Uniform 13.50%

Note: Stepped interest rates vary according to the size of the loan balance. Two schemes
are used.
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Putting Technology to Work
Promise’s ability to supply credit quickly on

demand is ensured by a powerful network of

Promise’s own ATMs and tie-up CDs offered in

cooperation with other companies. As of the end

of March, 1997, Promise had a network of 13,400

machines including both ATMs and tie-up CDs.

This number is the largest of any company in the

consumer finance industry. By the end of our

financial reporting period in March, 1997, the

total of Promise branches had reached 748.

This huge network needs to be flexible, speedy

and convenient. With these goals in mind,

Promise has implemented three strategies.

Firstly, we have expanded operating hours. From

April 1995, we began conducting business on

Saturdays, Sundays and national holidays.

Additionally, we extended our weekday closing

hours from 6 pm to 8 pm. Secondly, we have

improved the convenience of our locations. While

maintaining our strong presence in conventional

shopping areas (near train stations and large

shopping precincts), we have been developing a

network of new style, convenient mini-branches

which are aimed at smaller-scale markets. In this

respect, our most notable innovation has been

the suburban roadside branches complete with

parking facilities and conveniently located

between residential areas and places of employ-

ment. Thirdly, we have tackled the psychological

barriers to accessible borrowing with our

unmanned branches which offer our customers

enhanced privacy.

The centerpiece of this effort is the automated

credit provider which we have named the

“Irasshai machine”, which link our customers to

manned branches and have proven to be highly

popular. “Irasshai” has the meaning of “welcome”

in Japanese, traditionally issued in greeting by

staff whenever you enter a store or shop.

In 1994, we began a service which utilizes the

push-button dialing function of modern tele-

phones. This allows us to give our customers

access to their accounts as well as complete and

up-to-date details about the state of their

finances. As a further innovation, we also now

provide a 24-hour free-dial service (“Promise

Call”) which can receive a customer’s comments

or requests whenever and from wherever the cus-

tomer wishes.

To complement this strategy, Promise has

decentralized many of its business from the cor-

porate headquarters to 19 regional headquarters.

This allows our staff to draw upon detailed local

knowledge and permits Promise to offer services

with a unique and personal flavor. Furthermore,

since July 1996, these 19 regional headquarters

were equipped as “integrated call centers” to pro-

vide swift customer service in each locality.

Supported by our free-dial system, this innova-

tion has permitted account management to be

devolved to the regional level.
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Focused technology innovation is a vital part of what we do

Number of Branches

1993 1994 1995 1996 1997

Unsecured loan branches 514 529 572 609 748

Manned 514 529 565 579 467

Unmanned — — 7 30 281

For secured loans 6 6 4 4 2

Audio & video software rental 9 9 8 8 8

Outdoor and leisure goods — — — 2 2

Total 529 544 584 623 760

Number of automated credit providers — — 20 273 695
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Promise ATMs
Tie-up CDs (right scale)

PUTTING TECHNOLOGY TO WORK
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The Importance of Capital 
The business of consumer finance requires a sta-

ble supply of capital at attractive rates of

interest. To this end, Promise has cultivated

long-standing commercial relationships with our

major domestic sources of funds, most notably

The Long-Term Credit Bank of Japan, The

Sumitomo Trust and Banking, Nippon Life

Insurance and Sumitomo Life Insurance. These

four major companies play a strategic role in

supplying Promise’s need for capital on a stable

long-term basis. However, Promise has actively

sought to diversify its sources of funds and now

raises funds from a wide range of financial insti-

tutions as well as directly from the capital

markets.

As at the end of the financial year under

review, the Company’s total borrowings outstand-

ing stood at ¥706.1 billion. Of this total, ¥653.1

billion or 92.5 percent was concentrated in long-

term borrowing (of which ¥369.6 billion was in

fixed-rate borrowings including convertible and

straight bonds and ¥283.5 billion in variable-rate

borrowings including ¥45 billion in interest-rate

swaps). Short-term borrowing totaled ¥53 billion.

Promise has sought to protect the health of its

own financial position by hedging the risks

involved in such borrowing. The net result of this

strategy is that actual fixed-rate borrowing as a

percentage of total borrowing has grown substan-

tially during the last fiscal year from 52.1 percent

to 58.7 percent.

Recognition in Financial Markets 
In February 1996, Promise became the first major

company in the consumer finance industry to

issue Yen-dominated convertible bonds. The

same month, The Japan Bond Research Institute

gave Promise’s convertible bonds a rating of dou-

ble A minus (AA-). On September 2, 1996,

Promise’s stock was listed on the prestigious

First Section of the Tokyo Stock Exchange. In

November, Promise issued its first commercial

paper (A1+). Then, in January 1997, we became

the first company in the industry to issue unse-

cured domestic straight bonds (AA-).

Toward More Sophisticated Fund Raising
The recognition that Promise is pursuing the pro-

curement of stable sources of capital and

enhanced security in the financing of company

borrowing has been enhanced by the company’s

listing on the Tokyo Stock Exchange which has

created many opportunities to procure capital on

global markets. TSE listing should open avenues

for us to reduce our borrowing costs.

Simultaneously, we believe we will be able to

engage in a rich variety of capital procurement

activities.
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THE FINANCIAL CONTEXT
Diversifying sources of capital in order

to reduce costs
1993 1994 1995 1996 1997

Borrowings 567.7 570.9 573.0 631.7 686.1

City banks 31.9 27.1 27.9 31.9 31.3

Regional banks 31.3 26.6 25.9 27.9 37.1

Long-term credit banks 79.5 82.0 83.2 90.7 99.9

Trust banks 140.6 147.9 151.6 166.8 189.2

Non-Japanese banks 19.5 14.5 12.4 12.5 9.0

Credit associations — — — 1.0 2.0

Life insurance companies 181.8 214.3 226.7 258.0 272.7

Non-life insurance companies 38.8 38.8 36.8 41.7 44.1

Leasing, finance and other companies 44.0 19.5 8.4 1.0 0.7

Bonds — — — 10.0 20.0

Straight bonds — — — — 10.0

Convertible bonds — — — 10.0 10.0

Balance of Borrowings by Type of Lender (¥ billions)

Actual Fixed Ratio*
(%)
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0
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Ratio of Financial Expenses
to Total Operating Income
(%)
25

20
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15

0
93 94 95 96 97

*Actual fixed ratio = (Fixed + interest rate swaps + straight
and convertible bonds) ÷ total borrowings
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A Responsible Member of Society
Although there was a period of time when the

consumer finance industry was subject to harsh

social criticism, normalization has been achieved

through a combination of legislation and great

efforts by members of the industry. Recently, the

consumer finance industry has once again been

in the news. However, what is striking this time

is the impact of more enlightened thinking on

industry attitudes. This reflects the soundness of

the regulatory framework created over the past

decade or so. The framework has helped to

underwrite the industry’s current prosperity. It is

also a measure of the determination of consumer

finance specialists such as Promise to be recog-

nized as responsible members of society. We take

this challenge very seriously.

Consumer finance is regulated under the pro-

visions of two major laws: the Money Lending

Business Control and Regulation Law together

with the Capital Subscription Law. These laws

include items which are designed to prevent

excessive lending and to discourage advertising

which promotes imprudent borrowing. The dis-

play and advertising of the terms and conditions

under which consumer credit is offered to the

public are regulated under these laws. So is the

manner in which debt is collected. The maximum

interest rate that may be charged on loans is

established under the Capital Subscription Law.

Today’s maximum annual interest rate of 40.004%

became effective on November 1, 1991. Promise’s

interest rate is far below this maximum rate and

the company strictly complies with all of the

important existing regulations contained in these

laws.

Today, each consumer finance specialists

maintains databases containing individual credit

information on the borrowers. These databases

are some of the most advanced and comprehen-

sive in existence. In order to plan for the sound

development of consumer credit, these consumer

credit information systems, which are superior to

those used in other industries, are used to mea-

sure the appropriateness of credit extension, pre-

vent the extension of excess credit as well the

possibility of any one person being able to

obtain an excessive number of loans and for

other purposes as well. Moreover, through differ-

ent industry information bureaus, including the

Japan Information Center (JIC) as well as the

Credit Information Network (CRIN), we have the

ability to jointly utilize information relevant to

credit arrears.

Consumer finance specialists, led by Promise,

have joined credit bureau associations to pro-

mote the self-regulation of the industry. The goal

of such associations is to encourage the healthy

development of the industry while safeguarding

the interests of consumers, including their right

to borrow.

Companies specializing in consumer finance

have agreed on a common approach to such

problems as persistent credit abuse and volun-

tary bankruptcy.

��
��
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A RESPONSIBLE MEMBER OF SOCIETY
Sound self-regulation is the key to future growth

New Supply of Consumer Loans
in Japan
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In line with such a common approach, an

association linking the five largest consumer

finance specialists (Promise, Takefuji, Acom, Aiful

and Sanyo Shinpan) was launched on January 28,

1997. This liaison group has made five issues of

topical interest its main concern:

1. Promote consumer education

2. Provide and enhance consumer counseling services

3. Enforce stricter credit systems

4. Review expressions used in advertinsing

5. Provide adequate disclosure

This reflects a mature philosophy of doing

business, and the gains from this approach have

already been considerable. Greater transparency

and stricter self-regulation in credit business has

paid dividends in terms of greater access to

media advertising, more freedom to acquire or

use prime commercial sites, better relations with

our suppliers of capital, and most vital of all, full

acceptance by millions of consumers. It should

be apparent to all observers that the recent surge

in industry turnover and profits owes much to

the present regulatory framework and the enlight-

ened way that the sector has made these reforms

on its own.

New Horizons 
The future of Promise as a business enterprise

depends crucially on our management skills and

our ability to respond to shifts in market forces

in consumer finance, especially as these factors

influence our millions of small unsecured loans

to ordinary Japanese consumers. Nevertheless,

Promise is gradually developing business inter-

ests outside the credit field. It has been almost

eight years since Promise entered the leisure sec-

tor with the founding of “It’s Time Win” network

of audio and video software rental/sales outlets.

This network now boasts eight branches, located

mainly in the suburbs of Tokyo, and has a com-

bined total of more than 240,000 registered

members.

Our “Club Sol” outdoor leisure business was

started in 1991 as a new service to our huge cus-

tomer base. There are two “Club Sol” outlets, one

in Sapporo and the other in Yokohama.

Yet the most promising innovation in our

efforts to diversify may be our response to the

challenge of globalization. This is the central

ambition behind our experiment with Japanese-

style consumer finance overseas. Continuing to

pursue credit business opportunities in Taiwan

and Hong kong, Promise established Liang Jing

Co., Ltd. in August 1989 and Yuukei Co., Ltd. in

February 1991 as automobile installment pur-

chase companies in Taiwan and PROMISE

(HONG KONG) CO., LTD. as a consumer finance

company in Hong Kong in February 1992.

PROMISE (HONG KONG) CO., LTD.

It’s Time Win

Club Sol


