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The number of registered money-
lenders has dropped 77%, from 
18,005 as of March 31, 2005, prior 
to passage of the Money Lending 
Business Law, to only 4,057 as of 
March 31, 2010.

Source: Financial Services Agency
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Changes in the Operating Environment for Promise
Adapting to the new consumer fi nance market in Japan
following full enforcement of the Money Lending Business Law

•The Impact of the Money Lending Business Law

Rapid shrink in the consumer fi nance market and intensive 
competition fueled by a shift in competitive dynamics

The Money Lending Business Law was passed in December 2006 and has been enforced in stages, 
reaching the fi nal stage on June 18, 2010. With all provisions of this law now in force, changes are 
taking place that will fundamentally redefi ne the nature of Japan’s consumer fi nance market.
     The consumer loan market was divided into two major categories. One is the Capital Subscription 
Law interest rate market and the other is the market where interest rates are based on the Interest Rate 
Restriction Law. Consumer fi nance and sales fi nance companies were the primary components of the 
Capital Subscription Law market. The Interest Rate Restriction Law market was made up mostly of banks 
and other fi nancial institutions. Following the full enforcement of the Money Lending Business Law, all 
of these companies are competing together for a share of the consumer fi nance market within the same 
band of interest rates. This is certain to produce much more intense competition. Promise believes that 
success in this new age of open competition will depend on establishing superiority in brand equity, 
sales capabilities, credit investigation skills, the capacity to fund loans, and other aspects of operations.
     The consumer loan market in Japan totaled ¥29.4 trillion at the end of 2007. This fi gure dropped rapidly 
in the following years due to the full enforcement of the Money Lending Business Law. The restriction 
on total credit extensions, which applies to consumer fi nance companies, will cause the market for these 
companies to shrink. The new restrictions forced these companies to tighten standards for approving loan 
applications. In addition, consumer fi nance companies have written off a massive amount of loans. More-
over, rapid growth in the number of registered moneylenders going out of business has further contributed 
to the shrink in the market.

•Summary of the Money Lending Business Law

The restriction on total credit extension creates an uncertain 
outlook for the consumer fi nance industry

The full enforcement of the Money Lending Business Law has two major components: a restriction on 
total credit extensions to no more than one-third of a borrower’s annual income and a reduction in 
the maximum interest rate. Consumer fi nance companies are already using the maximum interest rate 

Consumer credit outstanding at end of 2007: ¥29.4 trillion 

Source: Japan Credit Industry Association, Japan Credit Industry Statistics 2009 
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Outline of the Money 
Lending Business 
Law

1.  Restriction on total 
credit extensions

• Total credit extensions to no 
more than one-third of the 
borrower’s annual income

• Credit information 
institutions applied to the 
Financial Services Agency for 
certifi cation

2.  Suitable interest rate 
structure

• Maximum interest rate 
under Capital Subscription 
Law reduced to maximum of 
Interest Rate Restriction Law 
(20%)

( Maximum interest rate under 
Interest Rate Restriction Law) 

Principal less than ¥100,000  20%
Principal ¥100,000—¥999,999  18%
Principal of ¥1 million or more  15%

3.  Tighter basic fi nancial 
requirements for 
moneylenders

• Net assets of at least ¥50 
million

• Certifi ed money lending 
supervisors required 
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stipulated by the Interest Rate Restriction Law. The total credit extension restriction will make it diffi cult 
to extend additional loans to borrowers who previously would have been eligible to receive these loans.
     For borrowers with applicable loans that exceed the limit on total credit extensions, lenders can do 
nothing except collect repayments until all outstanding loans fall below one-third of the borrower’s 
annual income. Clearly, this will cause a decline in total consumer loans outstanding. Furthermore, mon-
eylenders have to check each customer’s total borrowings and annual income. That means customers 
will have to submit proof of income and a housewife will have to show proof of her husband’s income.
     In March 2010, Japan Credit Information Reference Center Corp. (JICC) and Credit Information Center 
Corp. (CIC) were designated as credit information institutions for the purpose of keeping track of cus-
tomers’ loans. This created a framework for the management and provision of credit information.
     The Money Lending Business Law has been successful at lowering the number of people with loans 
from many borrowers. However, the law is also creating serious problems. Consumer fi nance companies 
can no longer extend loans to fi nancially sound borrowers. Consumer loans outstanding are falling 
rapidly, and consumer fi nance companies themselves may have diffi culty procuring funds because of 
the new business climate. To overcome these challenges, consumer fi nance companies must switch to a 
fundamentally different business model.

•Interest Repayment Claims

Interest repayment claims remain high and still require 
close attention

Interest repayment claims are having an increasingly severe impact on the earnings of Japan’s consumer 
fi nance companies. As of December 2009, the cumulative amount of interest repayment claims exceeded 
¥1.5 trillion at the four major consumer fi nance companies. On the other hand, there has been a rapid 
increase in complaints about lawyers and judicial scriveners from individuals demanding interest repay-
ments and other forms of debt reorganization. In response, the Japan Federation of Bar Associations 
and the Japan Federation of Shiho-Shoshi Lawyer’s Associations have established guidelines and other 
actions are being taken. However, the restriction on total credit extensions prevents customers who were 
previously able to receive additional loans from obtaining this credit. Blocking access to new loans cre-
ates the risk of forcing these individuals to demand interest repayments instead. This is why we will need 
to closely follow upcoming developments involving these repayments. 
     At Promise, the number of interest repayment claims appears to have peaked but the volume re-
mains high. Moreover, enforcement of the restriction on total credit extensions may cause the number 
of claims to start increasing again. We will continue to deal with these interest repayment claims while 
keeping an eye out for any changes from month to month.

Number of Interest Repayment Claims 
The number of interest repayment claims at Promise peaked at 12,300 in June and then declined until September. 
The number of claims has been basically fl at since October.
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Note:  Japan Federation of Bar Associations established a Policy for Handling of Debt Reorganizations in July 2009 and amended the 
policy in March 2010.

  Japan Federation of Shiho-Shoshi Lawyer’s Associations established a Policy for Handling of Debt Reorganizations in December 
2009 and amended the policy in May 2010.
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Initiatives Taken by Promise
Rebuild the public image of the consumer fi nance industry and
establish a strong profi t structure to adapt to the new regulatory environment

•Overview of Business Structural Reform Plan

Quickly implement business structural reforms and create a 
streamlined business framework

Promise is taking many actions to achieve the goals of the business structural reform plan announced 
in January 2010. Building a base for consistent profi tability is the central objective. Initiatives are focused 
on four reforms. We are determined to establish the best operating framework for success in the new 
regulatory environment while fulfi lling the social obligation of meeting our customers’ need for fi nancing. 

•A New Marketing Organization and Upgraded Customer Service Capabilities

A new marketing organization that prioritizes customer service 
and improves effi ciency

The centerpiece of changes to marketing activities and reorganization is the elimination of all staffed 
branches, which totaled 123 at the end of March 2010.
     In recent years, customer demand for contact using non-face-to-face service channels has been 
growing steadily, and almost all loan applications, disbursements, and repayments have been handled by 
automatic contract machines (ACMs), via internet, or by affi liated ATMs, while the oversight of current 
Promise customers has been the primary function of staffed branches. Therefore, to boost effi ciency 
while enhancing the quality of customer services, we centralized the functions of staffed branches into 
a new network of customer service centers, customer service plazas, and administrative service centers. 
In another move to streamline our organization, we closed all regional headquarters and area marketing 
departments in June 2010 to create a fl at organization supervised directly by the head offi ce.
     This new marketing framework better serves customers by achieving a seamless linkage among the 
roles of all channels within our new sales and service framework. Based on this approach, contact center 
and customer service centers handle backyard operations, which do not include face-to-face contact, 
and customer service plazas handle operations involving face-to-face services. The aim is to enhance 
customer services and earn even greater trust from customers.

 

Marketing Framework
as of March 2010 New Marketing Framework Started in July 2010 

Customer Service
Centers (8)

4 centers in Tokyo (July), 2 centers 
each in Osaka and Fukuoka (October)

Contact Center

Unstaffed Branches (1,250)
At end of March 2011 (planned)

Customer Service Plazas (21)
First plaza started operation in July

Operations Center
Started operation in July

Core policies:

Areas (20)

Sales Centers (20)

Contact Center

Unstaffed Branches
(1,369)

Staffed Branches
(123)

Changes to Marketing Activities and Reorganization 

Four Key Structures 

1.  Changes to Marketing 
Activities and Reorganization 

•  Use one-to-one marketing 
to offer quality products and 
services and remain highly 
competitive 

•  Improve effi ciency through 
restructuring of marketing 
channels and organization

2.  Perform Review of Group 
Strategies

•  Concentrating resources on 
the core fi nance business 

•  Use management resources 
more effi ciently Groupwide 

3.  Structural Cost Reforms
•  Create a streamlined business 

framework that can overcome 
challenges created by full 
enforcement of the Money 
Lending Business Law

• Reduce personnel cost 

4.  Perform Review of 
Marketing Strategies

•  Channel management 
resources to the core 
businesses of unsecured loans 
and loan guarantees with the 
aim of capturing the largest 
possible market share in both 
categories among Japan’s 
non-banks 



* Money Advisor: This internal 
qualifi cation established by Promise 
gives individuals the knowledge 
needed to assist customers in many 
ways with the management of 
their fi nances. The training pro-
gram places particular emphasis on 
upgrading counseling and commu-
nication skills. Making Promise a 
trusted partner of customers is the 
primary objective. 
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•Stronger Ties with Customers

Create a new image for consumer fi nance and make Promise a 
company that is an integral member of communities

Competition is becoming even more intense as Japan’s consumer fi nance market continues to shrink. 
Customer service plazas are a key strategy for differentiating Promise from competitors. Activities of 
these plazas include face-to-face sales and consultations and external sales to identify funding needs of 
small business owners. Improving the public image of the consumer fi nance industry and contributing to 
communities are other goals. Certifi ed Money Advisors* are assigned to customer service plazas to help 
accomplish these goals. These advisors offer counseling, create fi nancial plans, and offer other assistance, 
even to those who are not Promise customers. By providing these services, Money Advisors help Promise 
establish customer relationships rooted in trust and deepen lines of communication with customers.
     We plan to have 21 customer service plazas by March 2011. 

•Strengthen the Group Strategies

Establish an operating framework that can be consistently 
profi table following regulatory changes

Our strategy is to concentrate resources on the core fi nance business. We will quickly sell or terminate 
new businesses where considerable time will be needed to improve performance. Our consumer fi nance 
business will be centered on loans outstanding and loan guarantees. The goal is to maximize our share 
of the consumer loan and guarantee markets. To use costs more effi ciently we plan to unify all consumer 
fi nance activities within Promise. SANYO SHINPAN and Promise will merge in October 2010 and then 
Promise will absorb At-Loan no later than April 2011.
     PAL Servicer and Sanyo Shinpan Servicer merged in April 2010 to form Ablio Servicer. As a compre-
hensive loan servicing company, Ablio Servicer can handle a broad range of transactions large and small. 
     Regarding overseas operations, we are currently examining opportunities for starting business opera-
tions in China and other Asian countries from a long-term perspective together with SMBC. In June 
2010, Promise established an Overseas Business Department, and in July 2010, we started our consumer 
fi nance business in Shenzhen, China. The oversight for overseas operations has been centralized by mak-
ing PROMISE (HONG KONG) a headquarters to more quickly target opportunities in the rapidly changing 
Asian marketplace.

•Strengthen the Consumer Finance and Loan Guarantee Businesses

Expand and deepen ties with SMBC and regional fi nancial 
institutions

Regarding the consumer fi nance business, increasing loans outstanding will not be easy. However, we 
have many strengths. Our service channels can approve loans very quickly, we can develop new fi nanc-
ing products with fl exibility, and we have highly sophisticated credit investigation skills. We will leverage 
these strengths as we use marketing reforms to upgrade our customer service capabilities. We believe 
that using these measures to differentiate our services will allow us to attract new customers while 
retaining our current customers.
     In our new core loan guarantee business, guaranteed loans outstanding have been increasing every 
year. Our card loan guarantee alliance with SMBC has already expanded to guaranteed loans outstanding 
of more than ¥300 billion. The breadth of SMBC loan guarantees is growing, too. We added education 
loan guarantees in December 2008 and then guarantees for SMBC’s auto loans and unrestricted loans. 
For regional fi nancial institutions, our services are not limited to loan guarantees and associated services. 
We plan to enlarge our service lineup to include assistance using the expertise of our employees, such as 
consulting, schemes for the joint operation of loan processing and managing facilities, debt underwrit-
ing schemes, and other forms of support.
  

Profi le of Shenzhen 
Consumer Finance 
Business 

Trade name 
PROMISE (SHENZHEN) CO., LTD.

Description of business 
Small loans

Date of establishment 
May 2007

Location 
Futian District, Shenzhen

Paid-in capital 
RMB 50 million

Shareholders 
PROMISE (HONG KONG) 
CO., LTD. 60.0%
Pengyuan Credit Rating 
Co., Ltd. 40.0%


