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Four Roads to Growth

“More Customer Loan Accounts 
through Network Extension”

Our most important strategy is to increase our unsecured loans, the basis
of our profitability. We are achieving this goal by increasing the number of
customer loan accounts rather than focusing on merely raising the average
outstanding loan balance. In effect, this represents an emphasis on quality
loan structure not volume growth, and for two very good reasons. First, by
increasing the number of customer accounts, we are expanding our cus-
tomer base as well as market share. Second, we believe it is of the greatest
benefit to consumers and Promise to offer the maximum loan amount possi-
ble within a customer’s repayment capacity. This policy is in keeping with
our desire to help Japanese consumers increase their level of satisfaction
with their lives while avoiding endangering their financial health. 

Expanding our network of loan branches is our main strategy for reaching
more potential customers, thereby increasing the number of customer
accounts. To minimize costs, we are concentrating on opening unstaffed
branches in roadside locations. By equipping Irasshai Machines with new
functions, these unstaffed branches can provide most of the services of a
staffed branch.

Implementation

Strategy

Special Feature
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Over the past 12 months, Promise surged

ahead with network expansion. We added 255

branches, bringing the total number of branches

to 1,005. Our emphasis on unstaffed branches

was reflected in an increase in the number of

Irasshai Machines to 977 from 695 while the

number of staffed branches fell to 420 from

469 in the previous year, as we continued to

convert to unstaffed branches. 

The automated credit provider, which we

have named the Irasshai Machine, is the cen-

terpiece of our network expansion drive. Using

audiovisual links with staffed branches or our

Integrated Call Centers, the Irasshai Machine

can be used to receive loan applications

remotely. This method provides significant cost

efficiencies because Promise staff can handle

multiple applications at the same time and

unstaffed branches require less space and

have lower operating costs. These low cost

operations make it possible to establish

unstaffed branches in locations where many

people gather, in which it would be difficult to

open staffed branches because of the high

costs of adequate office space.

The Irasshai Machines have also proven to

be highly popular among customers for psycho-

logical reasons because people feel more com-

fortable with applying for loans through the

machines, which provide greater privacy than

staffed branches. We have tried to reinforce

this atmosphere in our unstaffed branches. In

fact, “Irasshai” has the meaning of welcome in

Japanese, traditionally issued in greeting by

staff whenever you enter a store or shop. It

evokes a feeling of friendliness and security in

Japanese.

Customers’ expectations of rapid services

through these machines are not disappointed;

the entire process of applying, getting a card,

and withdrawing funds usually is completed in

about 30 to 40 minutes. We are adding new

Progress Report

Our roadside loan branches now account for
one half of all loan branches. In consideration
of greater efficiency, most of these branches are
being developed as unstaffed branches with only
automated credit providers and ATMs.
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Number of Branches and Machines

1994 1995 1996 1997 1998

Unsecured loan branches 529 572 609 748 1,003

Staffed branches 529 565 579 467 418

Unstaffed branches — 7 30 281 585

Secured loan branches 6 4 4 2 2

Audio & video software rental 9 8 8 8 7

Outdoor and leisure goods — — 2 2 3

Total 544 584 623 760 1,015

Number of automated credit providers — 20 273 695 977

Promise’s own ATMs 650 743 817 1,056 1,335

Tie-up ATMs and CDs 1,073 2,962 5,132 12,344 15,702 

functionality to our Irasshai Machines that, in

combination with our ATMs, allows our

unstaffed branches to provide most of the ser-

vices that our staffed branches provide. 

We are also in the process of determining

how best to utilize new information and com-

munication technologies to expand our network

through such channels as the Internet and

telemarketing. One example of these efforts is

Cybershop Promise, which was set up in June

1998 to allow consumers to apply for loans

over the internet.
Our automated credit providers, Irasshai Machines, are linked
to Integrated Call Centers, effectively concentrating our loan
application operations. This system has resulted in a great
increase in the conversion to unstaffed loan branches and
has contributed strongly to low cost operations.
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Four Roads to Growth

“Enhanced Convenience to Attract 
New Customers”

Convenience is a central concept in the lives of Japanese consumers. To a
certain extent, convenience can even take precedence over price. Hence our
continual efforts to improve on it as part of our efforts to expand the num-
ber of customer loan accounts. Our current strategies to upgrade customer
convenience focus on expanding operating hours, locating our loan branches
in more convenient spots, and raising the degree of privacy offered borrow-
ers by increasing the numbers of unstaffed branches. In addition, we contin-
ue to establish tie-ups with other financial institutions that allow our
customers to use their ATMs and CDs. 

Of course, advantageous credit provision and interest rates might well be
included within the definition of convenience. Besides strong customer ser-
vices, we see our main competitive factors as the lowest maximum interest
rate in the industry, quick availability of credit, and easy access to cash
once credit is approved. These also are important elements in our quest for
growth in the number of customer accounts.

Implementation

Strategy

Special Feature
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Progress Report

Our efforts to make our services more accessible

to consumers through extended business hours

have centered on our unstaffed branches,

which now operate every day of the year,

except for the New Year’s holidays. Unstaffed

branches are open from 9 a.m. to 8 p.m. on

weekdays and to 6 p.m. on weekends and holi-

days. Staffed branches are open from 9:30

a.m. to 6 p.m. Furthermore, our ATM

machines, which allow customers to check loan

balances, withdraw funds, and make loan pay-

ments, operate from 7 a.m. to midnight as long

as the facility they are in remains open. 

We are also steadily expanding our network

of ATMs, which are installed at our branches

or in convenient stand-alone locations. In fiscal

1998, the number of ATMs increased to 1,335

units from 1,056 in the previous year.

Furthermore, we expanded the number of

ATMs and CDs in our tie-up network with

other financial institutions and retail compa-

nies to 15,702 units from 12,344 units in fis-

cal 1997. While the CDs in our tie-up network

only permit withdrawals, an increasingly num-

ber of the ATMs allow customers to make loan

payments. 

To increase the scope of services we can

provide through our unstaffed branches, we

are equipping our Irasshai Machines with the

ability to issue new contracts, reissue cards,

change loan terms, execute contract renewals,

and make interest rate changes, as well as to

make other changes to customers’ data relat-

ing to such items as addresses and telephone

numbers. Offering these services through our

Irasshai Machines is also in accord with cus-

tomer preference for interview-free, rapid

transactions.

We have improved the convenience of our

customer service locations by developing a

network of new style, convenient unstaffed

branches that target smaller-scale markets, in

particular suburban roadside loan branches

complete with parking facilities and conve-

niently located between residential areas and

places of employment.

Through agreements with leading regional
banks and installment finance and retail
credit companies, customers may now
access their accounts using a tie-up network
of 15,702 ATMs and CDs in addition to
Promise's network of 1,335 ATMs.
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Going one step beyond the convenience of

our easy-access ATMs, we offer a push-button

telephone service that gives customers access

to their accounts as well as complete and up-

to-date details about the state of their

finances. For more detailed enquiries, we have

our Promise Call service, a 24-hour, 365-day

toll-free telephone support service, which

answers customers’ questions about Promise’s

products, outstanding balances, and repayment

schedules.

To adjust to the regional needs of our cus-

tomers, we have decentralized many of our

operations, moving them to our 11 regional

headquarters to bring more detailed knowledge

of regional preferences and differences to bear

on our services. Since 1996, these regional

headquarters also have been equipped with

Integrated Call Centers to provide swift con-

sumer loan application and other services in

each area.

Integrated Call Centers offer services that meet specialized
regional needs or characteristics.

Customer enquiries through our Promise Call
Service receive appropriate, professional
advice from operators, who are Promise
employees with extensive experience in our
business.
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Four Roads to Growth

“Quick but Strict Credit Provision”
The credit provision management skills that Promise has acquired over the
years based on its accumulated experience and the introduction of advanced
technologies is a major factor in its competitiveness. By combining our
“human skills” with the processing and information “skills” of computers, we
have created a system that is effective without being burdensome on appli-
cants. This is particularly important when it is considered that our competi-
tiveness in the market depends on making swift decisions to keep customers
happy and on accurate assessments to maintain the profitability and sound-
ness of our business. Our credit evaluation skills do not only contribute to
keeping our write-off ratio low, they also shield our customers from extend-
ing their loans beyond their means. 

Protecting the borrower from accumulating excessive debt, thereby main-
taining the soundness of our industry, is vital to our overall strategies.
Consequently, Promise takes a very positive stance on self-regulation, and
seeks to cooperate with other members of the industry in preventing prob-
lems that would be detrimental to the industry’s reputation.

Implementation

Strategy

Special Feature
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Progress Report

As of the end of fiscal 1998, our write-off ratio

was 2.4 percent on an outstanding balance of

¥858,225 million in unsecured loans. While

this ratio rose somewhat from the 2.1 percent

in the previous year, principally due to the

worsening economic conditions in Japan, it

still represents an extremely low level of loan

defaults. How do we achieve such a low write-

off ratio while competing successfully in a

market that stresses quick consumer loans?

The answer is a combination of strict credit

standards and highly advanced credit manage-

ment systems. 

Our credit application process is quick and

uncomplicated. All information gained from the

customers is input directly into our credit pro-

vision system, which comes up with a recom-

mended credit limit using extensive statistical

data. To check the credit standing of the appli-

cant, the system references a range of credit

databases, including third party databases cov-

ering other companies in the consumer finance

industry as well as other financial sectors.

Although approximately 75 percent of new loan

applications are made through our Irasshai

Machines, loan approvals are made through

the same credit evaluation process used at

staffed branches.   

We keep our maximum loan amounts well

within an individual’s economic means. New

customers may be granted credit of up to

¥500,000 ($3,785 at $1=¥132.10) based on

the computer credit evaluation. Credit limits

above ¥500,000 must be approved by our cen-

Our computerized credit provision system uses 1,280 credit cal-
culation tables determined by customer category, regional char-
acteristics, and transactions with other credit providers to
establish a recommended credit limit, which is then approved or
adjusted by the branch manager.

To encourage correct use of our loan services, we are especial-
ly emphasizing proper explanation of our products and system
and offering suggested repayment plans.

Flowchart of New Loan Agreement Procedures

Customer Irrashai Machine

Credit investigation

Inquiry to credit information center

 ID check completed

 Procedures, Product descriptionsCustomer enters branch

Customer ID check

Transmission

Loan application

Transmission of information entered

Completion of agreement

Transmission

PAL card issued
Cash dispensed from ATM

Announcement of maximum

amount of agreement
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tral loan staff and require that additional cred-

it standards be met. We do not generally

extend credit in excess of ¥1 million. The pre-

sent average balance per loan account is

¥401,000, and we intend to maintain this

level.  

We reject slightly more than one in three cred-

it applicants, usually because of existing infor-

mation in our databases that indicates strong

credit risk. This high rate of rejection is a

reflection of our strict credit standards and not

other factors.  

The entire process of application, credit

approval, and issuing of a card takes approxi-

mately 30 to 40 minutes at unstaffed or

staffed branches.  

Every three months, we obtain credit infor-

mation on our customers from personal credit

information bureau, which is then used in con-

junction with our own data to maintain our

customers’ credit lines at the most appropriate

level.

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.

Notes: 1. Provision for credit losses is in principle calculated according to tax law standards based on the actual credit loss ratios recorded in the previous three
fiscal years.
However, when it is thought that changes in the economic environment in the fiscal year under review will have a major impact on defaults, the probable
amount of uncollectable accounts is estimated based on the percentage of credit losses in the previous fiscal year or other such methods deemed appro-
priate in consideration of the primary factors for defaults. If at such time the calculated amount exceeds the amount allowable under tax law standards,
the amount in excess of that which is allowable is appropriated as an additional taxed amount.

2. On March 31, 1996, the period for non-movement of funds—the standard on which credit losses is based—was changed from 12 months or longer to 6
months or longer.

1994 1995 1996 1997 1998

Consumer loans outstanding (fiscal year-end)(1) 536,394 591,362 682,065 784,201 866,634

of which unsecured loans 514,790 576,915 670,584 775,160 858,225

Allowance for credit losses (fiscal year beginning) (2) 18,070 20,360 20,970 20,850 23,750

Credit losses written off (3) 12,658 13,473 17,161 17,405 21,556

(Ratio of credit losses (3)/(1)) (2.3%) (2.2%) (2.5%) (2.2%) (2.4%)

of which unsecured loans 11,436 11,974 14,592 16,931 21,195

(Ratio of unsecured loan losses) (2.2%) (2.0%) (2.1%) (2.1%) (2.4%)

Balance (surplus/deficit) (4)=(2)-(3) 5,411 6,886 3,808 3,444 2,193

Allowance for credit losses (fiscal year-end) (5) 20,360 20,970 20,850 23,750 27,790

(Ratio of allowance for credit losses (5)/(1)) (3.7%) (3.5%) (3.0%) (3.0%) (3.2%)

Provision for uncollectible loans (6)=(5)-(4) 14,948 14,084 17,042 20,305 25,597

Credit Losses, Ratio of Credit Losses (¥ millions)



While most defaults on loan installments are

usually paid shortly after the due date, loans

that go 30 days without repayment become

designated as delinquent and, if they remain

unpaid, they are usually transferred to a

regional collection center within 180 days,

where further efforts are made to collect the

loan. In principle, all loans are written off

within 180 days of becoming delinquent and

transferred to specialized departments in Tokyo

and Osaka that may continue to attempt recov-

ery. We are often successful in obtaining

repayment even after loans are written off and

these amounts are taken back into income. 

In light of the greater occurrence of multiple

debts among Japanese consumers and the

increased level of personal bankruptcies

because of poor economic conditions, Promise

and five other consumer finance companies

have formed the Liaison Group to take up their

social responsibility as corporate citizens. This

association seeks to promote consumer educa-

tion, provide counseling services for consumers

with debt problems, enforce stricter credit

standards, revise advertising to remove any

excessive emphasis, and improve industry dis-

closure.
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Loan quality management is as important as consumer loan
growth to Promise, and the process begins with enquiring
about a prospective customer's employment. The quality of
loans are closely managed based on standard rules and per-
sonal counseling services.

Overdue and
managed loans Written-off loans

Sep.5
Final fund movement

Sep.30
Payment deadline

Oct.30
Transfer to loan control

Mar.1–31 Following year
Credit losses written-off

*  Continued management of loans 
other than those for which borrowers 
are exempt from repayment due to 
death or personal bankruptcy.

*  Amount collected is posted to 
“Other operating revenue” as 
“Collection of credit losses written off.” 

Passage of 30 days
without repayment

Six months without fund movement
Sample
dates

Ordinary loans

Loan Categories
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Four Roads to Growth

“Competitiveness through Lower Costs”
Lower operating and funding costs are important issues in maintaining prof-
itability and preparing for greater competition.

Our chief strategy for reducing operating expenses is a continued shift to
unstaffed branches. The further centralization of our credit provision and
collection systems based on the greater systemization possible with
unstaffed branches will also contribute to a decline in operating costs.
Promise’s focus on unsecured rather than secured loans plays an essential
role in making these greater cost efficiencies possible because the absence
of physical collateral for loans enables greater systemization. Among other
measures aimed at cutting costs, we are implementing performance evalua-
tion systems that focus on strong local management of costs and are con-
sidering outsourcing of system operations where clear cost benefits can be
achieved without detracting from efficiency.

To maintain a strong financial structure and reduce our funding costs, we
are stressing greater dependence on long-term funding. Diversification of
funding sources is another core strategy, particular because it helps main-
tain stable supplies of low-cost funding for growth. In support of these
strategies, we are fostering long-term relationships with banks, insurance
companies, and other financial institutions; making better use of capital
markets; and taking steps to
maintain and improve our rela-
tively high credit ratings to
achieve lower funding costs
through the issue of bonds and
commercial paper at favorable
rates and terms.

Implementation

Strategy

Special Feature
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Progress Report

Building up a low-cost loan branch network

spearheads our drive to tighten cost control.

As mentioned previously under our strategy to

obtain more customer loan accounts through

network extension, we continue to increase the

number of unstaffed branches while reducing

the number of staffed branches. Through effec-

tive use of our Integrated Call Centers, we aim

to achieve greater efficiencies in our opera-

tions. To support this goal, we have imple-

mented a management system that stresses

performance evaluation at the level of regional

headquarters. Moreover, we have implemented

partial outsourcing of system operations

through a contract with IBM Japan. The 10-

year contract that began in April 1998 is

expected to save approximately ¥9.0 billion in

costs over its term. 

At the end of the financial year under

review, the Company’s outstanding short and

long-term fund procurement including the cur-

rent portion of long-term debt stood at

¥792,473 million. Of this total, ¥727,673 bil-

lion or 91.8 percent represented long-term

fund procurement including the current portion

and convertible and straight bonds. Funds

raised on a fixed-rate basis amounted to

¥477,756 billion. Given the low interest rate

climate in Japan, Promise has decided to lock

in low-interest rates on a long-term basis. The

net result of this strategy is that fixed-rate

fund procurement as a percentage of total fund

procurement was 60.3 percent, compared with

58.7 percent in the previous fiscal year. The

average interest rates for long-term fund pro-

curement and short-term fund procurement

declined from fiscal 1997, falling to 2.872 per-

cent from 3.193 percent and to 1.458 percent

from 1.509 percent, respectively. 

We are steadily diversifying our sources of

funding, gaining experience in issuing in capi-

tal markets to allow us to take advantage of

our  relatively high credit ratings and stock

performance. In February 1996, we became

the first in the industry to make an Euroyen

convertible bond issue. The following

November, we issued our first domestic com-

mercial paper. In January 1997, we were

Pursuing stable funding while addressing
market fluctuations, Promise’s financing policy
is to make timely responses to changes in
capital markets.
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again the first in the industry to make an

unsecured domestic straight bond issue. Most

recently, we made international and domestic

share offerings in June 1998. In addition, we

have long-standing borrowing relationships

with domestic banks, insurance companies,

and other financial institutions as well as

experience in obtaining funds from foreign

entities through syndicated loans.

The bottom line of all these measures is that

we have successfully lowered our financial

expense ratio (financial expense over total

consumer loans) over the past several years.

In fiscal 1998, the financial expense ratio fell

to 2.7 percent from 3.0 percent in the previ-

ous fiscal year—maintaining the lowest ratio

among the Big Three in the industry. By fur-

ther strengthening our financial structure, we

plan to improve on our credit ratings, which

currently stand at A+ for long-term debt and

a-1 for commercial paper, according to Japan

Rating and Investment

Information (R&I), Inc.

The ongoing finan-

cial reforms in Japan

should also contribute

to greater access to

funds to develop our

unsecured loan busi-

ness. As a regulated

consumer finance com-

pany, we are prohibited

from using the proceeds

from bond or commer-

cial paper issues to

make consumer loans. Legislation to abolish

this restriction has been introduced in the Diet

and is currently under discussion. There is a

possibility, however, that the proposal will be

discarded.

Promise is a pioneer in diversifying
sources of funding in its industry. In
February 1996, the Company made a ¥10
billion Euroyen convertible bond issue in
the London market. In January 1997, it
floated a ¥10 billion unsecured domestic
straight bond issue. Both these issues
were firsts for Japanese consumer finance
companies.

Notes: 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, 1998,
the Company’s actual fixed ratio stood at 60.3%, including corporate bonds.

■ In the term ended March 31, 1997, the company issued commercial paper (CP) as well as straight bonds in order to diversify its
fund procurement methods. There was no outstanding CP at fiscal year-end.

1994 1995 1996 1997 1998

Total fund procurement 570,969 573,079 641,729 706,111 792,473

Short-term fund procurement 15,615 34,546 51,731 53,000 64,800

Short-term borrowings 15,615 34,546 51,731 53,000 44,800

Commercial paper — — — — 20,000

Long-term fund procurement 555,353 538,532 589,997 653,111 727,673

Long-term borrowings 555,353 538,532 579,997 633,111 688,742

Ration of long-term fund procurement to total fund procurement(%) 97.2 93.9 91.9 92.4 91.8

Fixed interest rate 99,528 100,818 224,092 349,594 438,826

Variable interest rate 455,825 437,714 355,905 283,516 249,916

of which interest rate swaps 152,000 150,000 100,000 45,000 —

Straight bonds — — — 10,000 30,000

Convertible bonds — — 10,000 10,000 8,930

Actual fixed ratio(%) 44.0 43.7 52.1 58.7 60.3

Fund Procurement (¥ millions)


