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>>To begin with, would you please summarize Promise’s consolidated 
performance in the fiscal year ended March 2004? 

In the past fiscal year, total operating income

amounted to ¥391.0 billion, which represents

a 4.8% decline year on year. One of the main

reasons for this decrease was the exclusion of

two previously consolidated subsidiaries—GC

and MITSUWAKAI—from our performance

due to their divestment in August 2003. For

the same reason, the consumer loans out-

standing on a consolidated basis at the end of

the fiscal year declined 5.3%, to ¥1,529.1 bil-

lion. Even ignoring the impact of excluding GC

and MITSUWAKAI from consolidation, both

total operating income and the consumer

loans outstanding decreased slightly, which

was a disappointment to us all.

Profitability also fell across the board. We

posted operating profit of ¥87.9 billion, a drop

of 17.8%, while recurring profit fell 16.8%, to

¥89.9 billion. Net income declined the most,

down 31.5%, to ¥41.6 billion. Reduced earn-

ings coupled with no decline in operating

expenses, which at ¥303.1 billion were almost

the same as last year, were the main reasons

behind the deterioration in profitability. In par-

ticular, credit losses including provision for

uncollectible loans, at ¥146.4 billion, account-

ed for almost half of operating expenses.

Nevertheless, we did succeed in cutting oper-

ating expenses other than credit losses by

12.4% year on year thanks to thorough cost

reduction efforts.  

As you may have noticed, the percentage

decline in net income was substantially more

than the percentage decreases in other prof-

itability figures—even though we recorded

extraordinary income of ¥12.9 billion on sales

of shares of GC and MITSUWAKAI. The higher

percentage decline in net income resulted from

an ¥18.7 billion extraordinary loss in special

retirement payments booked because of our

implementation of a voluntary retirement plan. 

>> A full 10 years have passed since the Company listed its shares publicly
in September 1993. In terms of that past decade, how do you rate the 
fiscal year ended March 2004?

From the year we went public through the fis-

cal year ended March 2001, we chalked up

growth in revenues and profits every year. In

the following two years, we had to settle for

growth in revenues but declines in profits.

Mounting credit losses are behind our deterio-

rating profitability; if you compare credit losses

for the year ended March 2001 with the year

ended March 2004, they have gone from 25%

to about 50% of operating expenses. 0
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>>From what you have said, it seems that credit losses is the management
index that has moved the most during the past 10 years. Can you please
explain the background to this shift?

The prolonged stagnation in the Japanese

economy is, of course, a factor, but if you look

at the trends in Japan’s consumer finance

industry, they indicate a more important

aspect—that changes in the legal system

have made it easier for individual debtors to

file for personal bankruptcy or debt restructur-

ing. For example, since the ban was lifted on

Looking back on that 10-year period, in

addition to the profitability decline posted in

the year ended March 2003, our first drop in

operating income since going public recorded

in the year ended March 2004 stands out as a

significant turning point. Clearly, rising loan

losses and a decline in new customer num-

bers that began in the fiscal year ended March

2002 are behind the decrease in the con-

sumer loans outstanding. And this, in turn, has

led to the drop in operating income. It is my

view that we have entered a correction phase

for demand, which has shown steady growth

over the past 10 years.
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advertising by lawyers in October 2000,

advertisements encouraging personal bank-

ruptcy and debt restructuring can be found in

trains, taxis, and other public transport as well

as on lawyers’ websites. And, with the revision

of the Civil Rehabilitation Law, individuals have

been able to file for protection under this law

as well since April 2001. 

As a result, the number of applications for

personal bankruptcy nationwide jumped by

24.1% in the fiscal year ended March 2002

and by 30.4% in the following fiscal year. The

rate of growth slowed to 5.7% in the fiscal

year ended March 2004, showing signs of

finally starting to level out. It seems that we

have reached the end of a period of rapid

growth in this figure. We anticipate that the

number of personal bankruptcies will not vary

significantly from its current level in the future.

Source: The Supreme Court
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>>In the fiscal year ended March 2004, the Company’s consumer loans 
outstanding declined for the first time since going public. Are there any
measures you can take to reestablish loan growth?

Realizing that there is a correction occurring 

in demand, we expect consumer loans out-

standing in the current fiscal year to be

approximately the same as in the past fiscal

year. To increase the consumer loans out-

standing, we have to acquire new customers

and prevent any deterioration in our loan port-

folio. These are the eternal issues faced by

companies in the consumer finance industry,

and I don’t think anyone has a simple answer

to how to deal with these issues. However, a

new television commercial that we first aired in

November 2003 has helped to slow the

decline in new customers, and we are fore-

casting our first growth in four years in new

customer numbers this fiscal year.     

To improve the quality of our loan portfolio,

we have been using our “navigation system.”

While our credit provision system mainly looks

at the grouping of customers—in other words,

a statistical analysis of their age, family struc-

ture, annual earnings, and other factors—our

“navigation system” gives greater weight than

in the past to information on individual cus-

tomers, such as the history of their past trans-

actions. Using this system, we are attempting

to improve the accuracy of our credit provision. 

I see the current fiscal year not as a year in

which we have to “step on the gas” to power

through our present problems, but as a year in

which we will bring our falling total operating

income into check and reduce our expenses,

effecting a recovery in profitability. In particu-

lar, we expect to reduce credit losses by

being able to control growth in our loan losses

written off. We should also be able to cut per-

sonnel costs, the next biggest component of

operating expenses after credit losses, thanks

to the voluntary retirement plan introduced at

the end of the past fiscal year. 

>>Promise was the first in Japan’s consumer finance industry to introduce 
a large-scale voluntary retirement plan. Can you please tell us something
about its purpose and significance?   

Revising the age distribution of our workforce

is the foremost objective of the plan. Before

initiating the plan, approximately 30% of our

employees were 40 years old or over. From

1982 to 1984, companies in the consumer

finance industry, including Promise, rapidly

expanded their sales networks and hired

many people. The employees hired during that

period formed a significant bulge in the age

distribution of our workforce. Continuing to

employ them not only placed a large burden

on our cost structure, but it could have poten-

tially dampened the motivation of our younger

staff. Friction between these generations of

workers is not good for the 40-and-over

group either. With that in mind, we decided

that, for those older employees who still have

the ability to go out and start a new career,

the introduction of a voluntary retirement

would be advantageous for them as well as

for the Company. 

Employees 36 years old or over who had

worked at least 10 years for Promise were eli-

gible to apply for the plan. Our original esti-

mate was that about 500 people would opt

for the plan, but in the end we received 734
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>>With the sale of the Company’s sales finance subsidiaries, GC and 
MITSUWAKAI, it would seem that Promise is concentrating its efforts
even more on the consumer finance industry. What is your business 
strategy for the overall Promise Group? 

Our full-line interest rate strategy, which

addresses the cash needs of a wide range of

customers, continues to hold the top spot

among our business strategies. The core of

this strategy is the 17.8% to 25.55% interest

rate products offered by parent company

Promise, for which we have consumer loans

outstanding totaling ¥1.35 trillion at the end of

March 2004. Subsidiaries, Plat and Sun Life,

handle slightly higher risk customers, supply-

ing products with a maximum legal interest

rate of 29.2%. At the other end of the spec-

trum, MOBIT, our joint venture with UFJ Bank

and another company, serves the needs of

lower risk customers, providing loans with

interest rates at 15% and 18%. The balances

of outstanding loans for our Plat and Sun Life

operations and for MOBIT are approximately

¥160.0 billion and ¥170.0 billion, respectively.

While these balances are only about one-tenth

that of the parent company’s loan portfolio, I

believe that they continue to have strong

growth potential. 

I am frequently asked whether our strategy

of offering a full lineup of interest rates results

in Group companies competing for each

other’s customers. To be honest, I think this

question misses the mark. For example, many

credit card and installment sales finance com-

panies offer the same 15% to 18% loans that

MOBIT does. As some Promise customers are

likely to be also using such companies outside

the Promise Group for this range of products,

I think that, conversely, using MOBIT as the

sole conduit for this type of loan allows us to

maximize the number of customers of the

Promise Group. 

Getting back to GC and MITSUWAKAI, we

divested the companies based on our assess-

ment that their current business scale was too

small to cope with the capital investment

applications, and they all retired at the end of

the past fiscal year. As a result, the number of

employees aged 40 or over fell by almost half,

declining to 20% of the age distribution of our

workforce. Employees between the ages of

25 and 35 now comprise 60% of the overall

workforce, giving us an ideal age distribution.  

Because a large number of managers

retired under the plan, we appointed about

120 new managers in a reassignment of per-

sonnel carried out soon after. This action

clearly impressed on employees that if they

achieve results, they will be rewarded appro-

priately. I am hoping that this will boost the

motivation of our young employees. 

PROMISE

Loan interest
rate ranges

Market

Respond to a Wide Range of Consumer Needs

MOBIT
A joint venture with

UFJ Bank and
another company

Plat, Sun Life
M&A subsidiaries

15% – 18% – 25.55% – 29.2%
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required for growth. Specifically, we made the

decision to sell after considering the substan-

tial capital investment needed to install an IC

card compatible system. Although, with the

sale of GC, we no longer have a credit card

issuer in the Promise Group, this should not

be a problem. We will continue our business

tie-up with GC and issue credit cards through

that company. But now we have the option of

forming alliances with other companies to

issue our credit cards. We always believed

that credit cards are only customer develop-

ment tools, and we have never thought that

the credit card business itself could contribute

significantly to profit growth. 

>>PROMISE (HONG KONG), in particular, appears to be performing well.
How is the Company’s international business doing as a whole?

Credit losses have dropped substantially at

PROMISE (HONG KONG), driving up recurring

profit more than 10 times during the past fis-

cal year and lifting the company to record

profit levels. In contrast to Japan, it has

become more difficult for people in Hong

Kong to take advantage of the personal bank-

ruptcy system, and it is no longer easy to go

bankrupt. That is one reason for the lower

credit losses. The maximum legal interest rate

in Hong Kong is 48%, and PROMISE (HONG

KONG)’s overall yield on its loan is just slightly

over 40%. The company’s sales areas are

currently limited to Hong Kong, but we have

our sights set on a move to the mainland. This

is an issue for the future, and we are going to

do our homework thoroughly on the prospects

of such a move.  

>>There have been several cases recently in Japan of leaks of large volumes
of personal information about customers from companies in business
sectors other than your own. After the leaks were discovered, the news
impacted very negatively on those companies’ performances. Promise
also manages a large volume of sensitive personal information. Is it at risk
of a similar incident?

Because of the special nature of our business,

many of our employees have access to the

personal information of customers. Therefore,

I cannot say that there is “zero” risk. However,

we consistently revise our rules and systems,

being careful to ensure that the risk is mini-

mized. For example, whenever the personal

information of a customer is printed out, it

must be disposed of without fail on the same

day. If the information must be retained until

the following day, we ensure that it is kept in a

fireproof safe overnight. 

To protect data, our systems are set up so

that employees cannot download customer

data to their computers; they can only view it.

In addition, storage media, such as optical

disks, cannot be used. Personal-use comput-

ers, camera phones, and other such devices

are banned in the workplace. We have also

set our IT division to work on developing a

An Interview with President Jinnai
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>>On June 21, 2004, Promise announced a strategic alliance with Sumitomo
Mitsui Financial Group (SMFG). Would you please explain your reasons for
taking this step?

2. SMBC and Promise will jointly finance and

set up a new consumer finance company

that will supply 15% to 18% loans to the

market, and

3. SMBC will take a 15% stake in Promise for

the time being, but eventually SMBC will

raise that to 20%.  

With the implementation of these terms,

Promise will come close to completing the full-

line interest rate strategy it has been pursuing

over the years. 

Even if SMBC increases its stake in

Promise, the Company will retain its manage-

ment autonomy; both sides are in agreement

on that point. In our joint development of the

consumer finance business, Promise—with its

superior know-how—will hold the reins. And,

as evidence that both sides are equal partners,

we have also agreed that profits from busi-

nesses covered by the agreement shall be split

down the middle. 

I am convinced that a strategic alliance with

SMFG is essential if Promise is to become the

number one company in the consumer

finance industry in Japan. I have already men-

tioned that consumer loan demand has

entered a correction phase. In considering

how to expand our consumer loans outstand-

ing under these circumstances, the brand

power, branch network, and customer base of

Sumitomo Mitsui Banking Corporation (SMBC)

were extremely appealing. For its part, SMFG

was very interested in entering the consumer

finance business, a growing market. As both

sides had the same goal in mind, we went

ahead with the deal.

The details of the agreement will be settled

over the next few months. At this point, we

have agreed that:

1. SMBC and Promise will offer 8% to 12%

loans through SMBC’s sales channels,

Major Points of Business Alliance with SMFG
･ SMBC and Promise will offer 8% to 12% loans through SMBC’s sales channels.

･ SMBC and Promise will jointly finance and set up a new consumer finance company that will supply 15% to 18% loans to the market.

･ SMFG’s subsidiary, The Japan Net Bank Limited (JNB), and Promise will work on concluding a comprehensive business tie-up

that will include JNB’s loan business. 

･ SMBC and Promise will undertake joint research on setting up a finance business targeting the small company market. 

･ SMFG and the Promise Group will carry out an exchange of personnel at all business levels.

･ SMFG and Promise will plan further expansion of the scope of the alliance, including cooperation among SMFG members

Sumitomo Mitsui Card Co., Ltd., and SAKURA CARD CO., Ltd., and Promise. 

system that can monitor customer data

access in real time and automatically lock out

access deemed suspect. 

Of course, no matter how many rules or

obstacles you put in place, as long as people

are involved there are no absolutes. In the

end, we will have to rely on the heightened

awareness of each of our employees of com-

pliance and its importance. And, compliance

does account for the lion’s share of our

employee training programs. 
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>>In closing, do you have a special message for shareholders and investors?

In the fiscal year ended March 2004, Promise

posted its first decline in the consumer loans

outstanding since going public as well as anoth-

er drop in total operating income. I have a

strong feeling that Promise and the consumer

finance industry as a whole have reached a

major turning point. In the past fiscal year, we

took several decisive steps in recognition of this

turning point, such as divesting GC and MIT-

SUWAKAI and implementing a large-scale vol-

July 2004

Hiroki Jinnai,
President and Representative Director

untary retirement plan. Having completed signifi-

cant cost reduction measures, we are now initi-

ating measures to boost sales. Our strategic

alliance with SMFG is the first step in that

process. We will continue to not allow ourselves

to be hampered by precedent and will imple-

ment business strategies with a medium-to-

long-term view of the market. In doing so, we

are committed to fulfilling the expectations of

our shareholders and investors.

An Interview with President Jinnai


