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FY2019 3rd Quarter Financial Results 

Presentation scripts 

 

Before I explain the 3rd quarter financial results, please allow me to cover certain media 

report since January 27th, 2020.  

According to the media reports, documents with falsified information were used at certain 

branches of Aruhi in loan applications for investment-type apartment loans to APLUS 

FINANCIAL. 

 

Today, Aplus has issued a news release on this subject. We have also shared it on Shinsei 

Bank’s website. I will briefly explain it. 

 

Regarding the scheme of the apartment loans for investment purposes, 

 APLUS' apartment loans for investments are available to customers of Aruhi nationwide. 

APLUS accepts loan application documents from Aruhi for its review. Loan applications 

are transmitted via a dedicated system to APLUS' review center after Aruhi receives the 

application form from a client who wishes to apply for a loan. APLUS provides financing 

after a defined examination is performed, such as assessment of applicants’ credit 

worthiness, judgment on the appropriateness of property prices through a third-party 

appraisal, and confirmation of applicants’ intentions. 

 Flowchart of the scheme is also attached to our press releases. 

 

Regarding the current situation, 

 Aplus is investigating the facts and the related information. 

 While it is in the middle of the investigation, based the information Aplus has obtained 

so far, it has confirmed that this issue is potentially concentrated with the limited number 

of distributors.  

We will update you on this matter in a timely manner when the investigation progresses 

further and facts are clarified. 

 

With regards to loan balances of APLUS’ apartment loans for investment purposes,  

 Total outstanding balance is JPY 155 billion, including JPY 14.8 billion of shopping credit. 
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 Out of the JPY 155 billion of total balance, the amount intermediated by Aruhi is JPY 

143 billion, including JPY 3.2 billion of shopping credit. 

 Average loan balance is approximately JPY 12 million per application. 

 

Now, I will explain the main points in the 3rd quarter financial results. 
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 First, net income amounted to JPY 45.1 billion, up 9% from the same period of the 

previous fiscal year and represents 85% towards the full-year target. 

 

 Second, full year net income forecast remains at JPY 53 billion.  

 The progression rate of 85% thus far mainly reflects timing difference relating to fee 

income from new disbursements in structured finance as well as lower expenses 

associated with IT and certain other projects and lower credit costs. 

 

 Third point relates to the EPS growth. 

 Our financial target in the medium-term management strategy is to achieve an 

average annual EPS growth rate of 2% or more without considering share buybacks. 

 We achieved 8.5% EPS growth as of the end of 3rd quarter. With the share buybacks, 
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we achieved EPS growth rate of 11.8%. 
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 Please turn to Page 4. 

 Total revenue grew 6% year-on-year representing 75% of the full-year plan, which 

is in line with our initial expectation. 

 Fee income from new disbursement in Structured Finance increased. In addition, 

reduction of ATM transaction fees and gains on sale of securities contributed to the 

noninterest income. 

 Expenses increased 4% year-on-year mainly reflecting new systems expenses. The 

overall expenses progress rate was 73%.  

 Though the net credit costs grew 5% year-on-year. The progression to the full-year 

target is 63%. It reflects improvement of credit quality as well as enhanced collection 

in Unsecured Loans.  

 As a result, net income attributable to owners of the parent was JPY 45.1 billion, up 

9% year-on-year, and representing 85% of the full year target. 
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 Page 7 shows the net interest margin. 

 The net interest margin stands at 2.45%. 

 The total yield on interest earning assets remained stable at 2.71% even in this low 

interest rate environment. 

 The rate on interest bearing liabilities declined mainly due to lower deposits related 

funding costs. 
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 Page 10. Please see the trend of net credit cost ratio on the right-hand side graph. 

 In the unsecured loan business, net credit costs ratio declined to 2.4%, reflecting 

improvements in the quality of loans facilitating higher loan collection in the Lake 

business and credit guarantees, coupled with sluggish loan growth from September 

to December 2019. 

 APLUS net credit costs ratio is stable at 1.2% while operating asset balance, 

especially shopping credit, increased. 
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 Page 12 shows Kabarai trends. 

 As depicted on the left-hand side graph, the number of requests for disclosure 

claims have declined slightly.  

 For Kabarai, Shinsei Financial showed a slight increase in 3Q. This was due to the 

Kabarai settlements timing issue. The total Kabarai amount continue to show 

declining trend. 

We have JPY 53.3 billion of Kabarai reserves on a Group basis with a coverage of 

well over 4 years based on the current run rate.  
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 Page 14 shows unsecured loans as a part of small-scale finance. 

 Lake ALSA is the driver of loan growth for Unsecured Loans. It achieved JPY 5.8 

billion of loan growth compared with March 2019. 

 However, it was flat compared with September end due to weak cash demand as 

the 3rd quarter is the bonus season in Japan. 

 Regarding P&L, net interest income from Lake business was flat. 

 Decrease in noninterest income reflects decrease in credit guarantee fees from 

regional banks. 

 While net credit costs improved, OBP after net credit costs slightly declined to JPY 

16.7 billion. 
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 On page 15, we will explain Lake ALSA’s new customer acquisition. 

 At Lake ALSA, in order to attract applications through digital channels, we have now 

converted the 60-day interest-free loan as a regular product feature for new 

applicants who apply via the Internet and smartphones. 

 The number of applications increased 15% year-on-year. 

 The number of new customer acquisitions increased by 10% year-on-year. 

 We will continue to focus improving the operating structure to further drive an 

increase in the number of applications and the number of customer acquisition to 

previous levels as early as possible in FY2020. 
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 Page 18 covers Structured Finance. 

 The operating assets balance of Structured Finance stood at JPY 1,880.7 billion yen. 

 Both operating assets and revenue of structured finance products have been 

steadily growing. 
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 Page 19 covers our structured finance business activities. 

 Project finance progress had been slow up until 2nd quarter, but the new commitment 

amount grew in 3rd quarter as we recorded new commitments for renewable energy 

and infrastructure investment projects. 

 In the Real Estate Finance, we provided new finance to office building projects and 

sizable logistic facilities incorporating sell down structure in the 3rd quarter. 

 

Finally, just to summarize.    

 Financial performance continues to be stable. 

 In the area of business, we have started several initiatives for value co-creation in 

the area of small-scale finance and continue to work on productivity enhancement 

initiatives such as consolidation of IT operations as well as physical branch and 

office locations. 

 Lastly, we will have Shinsei IR day on February 20th where our business heads will 

explain key business initiatives in detail. 
 
 

End 


