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Financial Results for the 2Q of FY2020 

Presentation script 

 

[Moderator] 

 Today's financial results briefing will proceed only in an online format through audio live 

distribution. 

 Materials are available on the "Quarterly Financial Results" section of the Shinsei Bank 

website. 

 First, Kudo and Hirano will explain the interim financial results and full year earnings 

forecasts. In question and answer sessions, Kudo and Hirano will answer questions 

posted on a Q&A site. The questions will be read by the moderator, so all participants in 

this online meeting are able to hear the Q&As. 

 

[Kudo CEO] 

[Slide 3] 
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 On Slide 3, I would like to begin with 3 main points. 

 First, net income attributable to owners of the parent in 1H FY2020 was JPY13.3 billion, 

a 53% decrease from the same period of the previous fiscal year. 

 This reflects a decrease in top-line revenue due to COVID-19, an increase in net 

credit costs and higher corporate taxes due to DTA adjustments compared with 1H 

FY2019. 

 However, looking at the momentum on a quarterly basis, we see a recovery in 2Q , 

with an increase in both revenue and profits compared with 1Q. 

 

 The second point is on our net income forecast for FY2020 of JPY 34.0 billion. 

 We plan to achieve net income of JPY 20.7 billion in 2H of this fiscal year, compared 

with JPY13.3 billion in 1H. 

 For the topline revenue in 2H, we expect noninterest income to increase reflecting 

an increase in fee income while net interest income to remain largely unchanged 

due to lower net interest income reflecting YOY decline in average balance of 

unsecured loans. In addition, 2H includes a 2.7 billion loss on legacy investment in 

Principal Transactions, which had been disclosed as a subsequent event in 1Q 

financial results. 

 Expense items reflect new investments relating to "redesigning workstyle". We do 

not envisage a significant increase in net credit costs in 2H.  

 I will elaborate more detail in the later slide. 

 

 Third, we executed a total of JPY13.5 billion repurchase of treasury stock by the end of 

October 2020 representing 66% of the full fiscal year target. 

 The actual amount and timing of the share repurchases have not changed since our 

full-year 2019 financial results announcement in May this year. 
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[Slide 4] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 As you will observe on slide 4, 2Q recorded increases in both revenue and profits 

compared to 1Q.  Positive factors include an increase in noninterest income and a 

decrease in net credit costs, while negative factors include an increase in expenses 

related to the acquisition of UDC Finance and an increase in corporate taxes due to DTA 

adjustment. 
  



4 
 

[Slide 6] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Slide 6 outlines our full-year earnings forecast for FY2020. 

 Net income for the current fiscal year is planned to be JPY 34.0 billion.  

 First, while net interest income reflects impact of lower YOY average balance of 

unsecured loans, noninterest income is forecast to increase in fee income from 

Corporate Business, Structured Finance, Retail Banking and APLUS. In terms of special 

factors in the 2H, we have incorporated JPY 2.7 billion of loss on legacy investment in 

Principal Transactions and JPY 1 billion for gain on sale of equity. 

 Next, expenses are expected to increase compared to 1H because we will return to 

normalized marketing expenses in unsecured loans and make upfront investments to 

implement "redesigning workstyle" measures in the new normal environment. 

 We do not anticipate significant net credit costs from COVID-19 related matters or other 

individual credit deterioration, while we expect an increase in net credit costs 

corresponding to an increase in unsecured loan balance. As a result, on a net basis, net 

credit costs will decrease compared with 1H FY2020. 

 Therefore, net income is forecast to increase from JPY13.3 billion in the 1H to JPY 20.7 

billion in the 2H, resulting in a full year forecast of JPY 34.0 billion. 
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 On October 30, 2020 the Bank announced that it would make APLUS FINANCIAL a 

wholly owned subsidiary. The P&L impact for the current fiscal year is immaterial. 

However, from the perspective of unwinding the parent-subsidiary listing issue and 

strengthening group-based governance as well as integrated group management, we 

believe that this is of a great significance in terms of management. 

 

[Slide 7] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Slide 7 provides a more detailed explanation of the factors behind changes in the 

guidance for 2H of FY2020 compared with 1H. In 2H, we believe that the short-term 

impact of COVID-19 on our businesses has largely dissipated, thereby our business 

activities will normalize. However, as explained earlier 2H earnings will include 

special/temporary factors as well. 

 In this slide, I will add two additional points in addition to the points already explained. 

 First, we anticipate that precautionary reserves for specific sectors would be eliminated 

and partially transferred to the reserves necessary for individual obligor classification. 

 Second, in unsecured loan business in 2H FY2020, net credit costs are expected to 
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increase by approx. JPY 3 billion compared to 1H due to acceleration of loan growth in 

Lake ALSA. Including this, on a full year basis, YoY decrease in net credit costs of approx. 

JPY 2 billion is expected due to a decrease in overall loan balance by 7% YoY supporting 

its bottom-line profit. Stating the obvious, in the loan balance building up phase going 

forward, a corresponding increase in net credit costs at the inception and hence 

translating into a higher reserve ratio will put pressure on its profits. Considering that 

overall net credit costs rate is controlled at a low level, we will continue to take measures 

to prioritize loan growth coupled with an improvement in the contract approval rate in 

medium-to long-term. 

 

Slides 8 through 10 explain the business assumptions used in the earnings forecast. 

 

[Slide 8] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Slide 8 covers unsecured loans and structured finance. 

 In unsecured loans, we plan to increase the number of applications, approval rate and 

the number of new customers for Lake ALSA from the 2H. Accordingly, the balance is 

also forecast to stop declining within this fiscal year.  We expect net credit costs on 
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unsecured loans to be lower for the full year due to the YOY decline in loan balance and 

significantly fewer number of payment deferral. 

 In structured finance, real estate finance is expected to decrease from the previous year 

in both new transactions and balances. Since we have reserved for loan losses in 1H, 

no major provisioning has been factored into 2H. 

 In project finance, the balance is expected to increase, although new commitments will 

decrease compared to the previous year. Product development including environment-

and social-conscious projects and structuring of infrastructure-focused funds are 

accelerated.  

 In aviation finance, we do not anticipate any material increase in net credit costs 

exceeding the precautionary reserves we have already recorded. 

 

[Slide 9] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Slide 9 describes APLUS, Showa Leasing, and UDC Finance. 

 APLUS's card shopping and payment businesses, such as non-face-to-face online 

shopping, are performing well. Net credit costs have also remained at a low level since 

1Q. 
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 Showa Leasing expects a slight decline in new transactions and a slight increase in net 

credit costs. 

 UDC Finance, which became our consolidated subsidiary in September 2020, is 

expected to maintain its March 2020 operating assets level of approx. JPY 230 billion 

from auto loans for individual business and financing to institutional business. Profit 

contribution from UDC Finance is expected to be neutral in the current fiscal year 

because it would be mostly offset by acquisition-related costs and so on. Its full year 

profit contribution will commence from the next fiscal year. 

 

[Slide 10] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Slide 10 describes Retail Banking, Corporate Business and Global Markets, and 

Principal Transactions. 

 In Retail Banking, AUM balance is expected to bottom out in 1H and begin to rise in 2H 

while the overall full year AUM balance is expected to be lower from the end of the 

previous fiscal year. Sales of asset management products are expected to increase by 

about 10% year-on-year in 2H due to various measures at in-store branches and remote 

channels. 
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 In Corporate Business and Global Markets, though the demand for funds is expected to 

slow down, fee income is forecast to increase in 2H. 

 In Principal Transactions, as I mentioned earlier, an investment loss of JPY2.7 billion will 

be recorded. On the other hand, IPO market is robust against the backdrop of a rebound 

in stock prices, expecting a certain level of exit revenues.  

 

[Slide 11] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Slide 11 explains the new investment in "redesigning workstyle” initiatives. 

 "Redesigning workstyle" includes: (1) digitization and renovation of business processes 

as a redesign of work processes; (2) redesign of offices and diversification of work 

locations as a redesign of work places; and (3) work style redesign, which includes 

flexible work support measures and communication revitalization based on 

telecommuting and satellite offices. 

 The amounts of new investments are planned as shown in the right-hand side graph. 

These investments are divided into operating expenses, such as the computerization of 

operations, and capital expenditures, such as offices and administrative centers 

optimization. 
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I would like to conclude with a word commenting on the earnings forecast.  

Although the macroeconomic impact of COVID-19 is still unpredictable, I think that our 

Group's business activities will return to a level fairly close to normal level in the 2H of the 

fiscal year. In this presentation material, we are compared and explained the plan for the 2H 

with the results for the 1H in detail, including special factors 

Now, I will conclude my explanation. Please refer to Mr. Hirano of Chief Officer of Planning 

and Finance for an overview of the financials and business from here. 

 

[Hirano CO] 

I am Hirano, Chief Officer of Planning and Finance. I will outline focused points on the interim 

financial results. 

[Slide 14] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Slide 14 explains the net interest margin (NIM). 

 Net interest margin declined to 2.31%. This was due to lower yields on loans and 

securities affected by lower FCY interest rates and/or lower YOY average balances. This 

was partially offset by lower funding costs. 
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[Slide 15] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Slide 15 explains noninterest income. 

 Although noninterest income declined in 1H, fee income from Structured Finance and 

Retail Banking increased in the most recent quarter. 
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[Slide 18] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Slide 18 elaborates net credit costs. 

 The chart shows COVID-19 impact on credit costs on a quarterly basis. 

 In Institutional Business, JPY 0.7 billion of credit reserve was reversed in 2Q, mainly for 

precautionary reserves for the entertainment business, in light of the recovering 

business conditions. On the other hand, JPY1.3 billion was provisioned for individual 

obligors in the aviation and hotels industries etc. 

 In unsecured loans, JPY 2.8 billion was reversed mainly due to a decrease in the 

balance of loans and a decrease in payment deferral requests. 

 Negative impact in 2Q from COVID-19 related credit costs has become smaller than 1Q 

in both Institutional Business and Individual Business. 
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[Slide 20] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Slide 20 updates Kabarai. 

 The number of disclosure claims continue to show a downward trend. Though, on a 

quarterly basis, the claims number increased in 2Q, reflecting resumption of Kabarai 

activities by certain Kabarai offices. The balance of Kabarai reserve stands at JPY 43.3 

billion, and the coverage level is just below 5 years based on the most recent interest 

repayment results. 

 

Next, I will explain unsecured loans and project finance as a business overview. 
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[Slide 22] 

 Slide 22 outlines the balance and P&L of unsecured loans. 

 The total balance of unsecured loans decreased to JPY 488.4 billion, but Lake ALSA 

continued to grow. Net interest income declined slightly but net credit costs also declined, 

resulting in a year-on-year increase in net income. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
  



15 
 

[Slide 23] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Slide 23 relates to approval rate and new customers. 

 In 1Q, although the number of new customers declined due to a decline in demand 

caused by “stay-at-home” stance, the number of applications in 2Q increased to 73 

thousand from 67 thousand as we resumed advertising and promotional activities in 

addition to a recovery in demand due to gradual increase in people going out. 

 The approval rate also improved to 33.3%. This improvement resulted from a review of 

the business operation process to eliminate bottleneck points from application to 

contract conclusion, as well as from the effects of various credit measures. We are 

upgrading our operating system and aim to further improve our business processes and 

operations. 
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[Slide 24] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Slide 24 illustrates the monthly momentum of the Lake portfolio. It demonstrates 

bottoming out of negative impact of COVID-19 and returning to gradual recovery. 

 As evident from the left-hand side graph, the number of monthly applications compared 

to the previous month declined significantly in April due to the Emergency Declaration, 

but it began to increase moderately from July. In addition, in the right-hand side graph, 

outstanding loans have been on a recovery trend since bottoming out in June to July, 

although there is a slight time lag from the increase in the number of loan applications. 

 Credit quality has seen a slight increase in the write-off rate, as lower loan balances as 

well as an increase in write-off due to stagnant litigation process caused by COVID-19 

because of court closures and the suspension of lawyers' offices translates into a higher 

write-off rate. However, there are no concerns about deterioration in light of the status 

of inventory and collection of deferred payments. The ratio and balance of risk monitored 

loans also decreased. 
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[Slide 30] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Slide 30 explains project finance. 

 Although project finance activities stagnated in 1Q, in 2Q it recovered significantly, 

promoting the diversification of project types, such as onshore wind power and biomass 

power. In addition, our pipeline of renewable energy and infrastructure projects is 

building up, and we are also advancing our sustainability-focused institutional business. 

 

I have mainly explained our focused businesses above. In addition, we saw a recovery 

momentum in other businesses as well in 2Q. We intend to properly monetize these 

businesses' initiatives toward achieving our full-year net income forecast of JPY 34.0 billion. 

This concludes my presentation on the financial results and businesses. 

 
End of document 

 


