
 

 

 

 

 

 

 

 

 

 

 

 
 

  

Orient Corporation 
Financial Briefing Session 

 

May 16, 2019 



 
 

 

1 
 

Event Summary 

 

[Company Name]  Orient Corporation 

 

[Event Type]   Earnings Announcement 

 

[Event Name] Financial Briefing Session 

 

[Fiscal Period]   FY2018 Annual 

 

[Date]    May 16, 2019 

 

[Number of Pages]  22 

  

[Time]    11:01 – 11:45 

(Total: 44 minutes, Presentation: 28 minutes, Q&A: 16 minutes) 

 

[Venue]   5-2-1 Kojimachi, 3F, Chiyoda-ku, Tokyo, 102-8503 

  

[Venue Size]    

 

[Participants]   100 

 

[Number of Speakers]  2 

Masaaki Kono   President and Representative Director 

Hideyuki Matsuoka  Executive Manager 

Masaru Kakuchi                             General Manager 

Takaharu Kikuchi                           General Manager 

 

[Analyst Names]  Keisuke Moriyama  Macquarie Capital Securities (Japan) Limited 

 
 

 

 

 

  



 
 

 

2 
 

Presentation 

 

Murata: Thank you very much for your attention. Beginning now, we will hold a briefing on Orient 
Corporation's financial results briefing for the fiscal year ended March 31, 2019. 

Thank you very much for your visit today. I am Murata of the Corporate Planning Department, and will serve 
as moderator. Thank you for your cooperation. 

First of all, please confirm the materials you have on hand. There are six types. From the top to the bottom, 
the first is the financial results briefing material. Today, we will explain using this material. 

Second, we have three news releases today. The third is the financial results summary. The fourth is the 
financial highlights. The fifth is the disclosure document announced on May 9, announcement of the 
management goals of the new medium-term management plan. The sixth is a questionnaire on the results 
briefing held today. 

I would like to explain today's schedule. First, Mr. Kono, President and Representative Director, explains the 
results in accordance with the Company's financial results briefing materials for the fiscal year ended March 
31, 2019. After the explanation has been completed, we have set up a time to accept questions. The briefing 
is scheduled to end at 12:00 p.m. 

Before I go on to explain, I would like to introduce the participants. First, Mr. Kono, President and 
Representative Director. 

Kono: Kono. Thank you. 

Murata: Mr. Matsuoka, Executive Officer and General Manager of the Corporate Planning Department. 

Matsuoka: Matsuoka. Thank you very much. 

Murata: Mr. Kakuchi, General Manager of the Finance Department. 

Kakuchi: Kakuchi. Thank you very much. 

Murata: Mr. Kikuchi, General Manager of the Corporate Communication Department. 

Kikuchi: Kikuchi. Thank you very much. 

Murata: Mr. Kono, President of the Company, please. 

Kono: Thank you very much for attending our financial results briefing today. I would like to give a 
presentation. Thank you for your cooperation. 

I would like to present based on the financial results briefing materials for the fiscal year ended March 31, 
2019. 

The table of contents is shown on the first page. First, I would like to explain the financial results for the fiscal 
year ended March 31, 2019. Next, I would like to explain the management targets of the new medium-term 
management plan, basic strategies, policies for returns to shareholders, and the financial results forecasts for 
the fiscal year ending March 31, 2020. 
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Next, please refer to page three. This is an overview of the fiscal year ended March 31, 2019. Operating 
revenues increased by 8.9 billion yen, to 233.3 billion yen, driven by credit card shopping and settlement and 
guarantee services. Operating expenses increased by 17.0 billion yen year-on-year to 211.4 billion yen, mainly 
due to an increase in general expenses resulting from the start of operations of the new core system. As a 
result, ordinary income declined, but net income was 28.8 billion yen, an increase of 0.8 billion yen year-on-
year, mainly due to the addition of deferred tax assets in the second quarter. 
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See page four. First, the breakdown of operating revenues is shown. Under the new medium-term 
management plan, the Group's growth businesses are credit cards and cash loans, and settlement and 
guarantee services. Installment credit and bank loan guarantees are core businesses. 

First, with regard to credit card shopping, which is a growth business, transaction volume, revolving balance, 
and trend of business revenues are shown in the graph on the upper right side. In the fiscal year ended March 
31, 2019, trading volume exceeded 2 trillion yen, a year-on-year increase of approximately 18%. 

The graph below shows the trend of settlement and guarantee. In this business, transaction volume surpassed 
1 trillion yen and business earnings are steadily expanding. These growth businesses drove revenue growth, 
with operating revenues rising 4% year-on-year. 

 

Next, please refer to page five. The breakdown of operating expenses is shown here. General expenses are 
surrounded by a red box. General expenses increased by 19.2 billion yen from the previous year, mainly due 
to an increase in computer expenses associated with the operation of the new core system. 

The amount of provision for allowance for credit losses is enclosed in the orange box. Mainly due to an 
increase in the balance of operating assets and an increase in loans for intervention by lawyers for bank 
guarantees, operating assets increased by 7.8 billion yen from the previous fiscal year. 

On the other hand, provision for allowance for losses on interest refunds decreased significantly, by 11.6 
billion yen, from the previous fiscal year. As a result, bad debt expense for the fiscal year ended March 31, 
2019 decreased by 3.7 billion yen from the previous fiscal year. 

The blue bar chart at the lower right of the slide shows the trend in the amount of repayment on a quarterly 
basis. In the fiscal year ended March 31, 2019, repayment amounted to 11.0 billion yen. This is a 30% decrease 
from the previous year. 
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Next, please refer to page six. Three major events in the fiscal year ended March 31, 2019 are presented as 
topics. 

The first is the release of the new core system in August 2018. We have upgraded our core system for the first 
time in about 30 years. We have successfully completed the transition to the new system without any major 
problems. As a result, I believe that we have put in place a system infrastructure that can respond flexibly to 
changes in the business environment and implement innovative strategies for sustainable growth. 

The second is the partial redemption of the Class I Preferred Stock, as shown on the right side. In November 
2018, we redeemed 20.0 billion yen and the remaining balance of Class I Preferred Stock is 50.0 billion yen. 

Third, in October 2018, we announced our new three-year medium-term management plan, which began in 
the fiscal year ending March 31, 2020, ahead of schedule. Under our basic policy of “Innovation for Next Orico,” 
we have made the credit card and cash loan business, the settlement and guarantee business, our growth 
business, the installment credit business, and the bank loan guarantee business our core businesses, and we 
have embarked on initiatives to rebuild a solid earnings structure and create new business models based on 
the six basic strategies outlined on the right-hand side. 

Next, I would like to explain the management targets of the new medium-term management plan and the 
progress made in the six basic strategies. 
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See page eight. We have set management targets for the fiscal year ending March 2022, the final year of the 
plan. We have set three targets: ordinary income of 35.0 billion yen or more, general expenses to operating 
revenues ratio of less than 60%, and ROE of 10% or more. 

 

See page nine. I would like to explain the overview of the three management goals I just mentioned. 

Operating revenues are shown on the upper left. The Group will work to restructure its earnings structure 
and create new business models by pursuing basic strategies in the growth businesses of credit cards and  
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cash loans, settlement and guarantee, installment credit, and bank loan guarantee, the Group's core 
businesses. 

In growth businesses centered on card shopping, we anticipate compound average growth rate of at least 5%. 
With this in mind, we aim to steadily expand our top-line. As a result of these initiatives, we anticipate 
operating revenues of nearly 260.0 billion yen in the fiscal year ending March 31, 2022. 

General expenses are described below. By promoting process innovation, we aim to control the increase in 
expenses associated with top-line expansion and to optimize costs. As a result, we will utilize the management 
resources generated by these efforts for strategic investments necessary for further growth to improve our 
earning power. 

We are working to optimize costs through process innovation and other initiatives, with a profit contribution 
of approximately 10.0 billion yen. 

By thoroughly implementing business strategies that are conscious of profitability, we aim to achieve a general 
expenses to operating income ratio of less than 60%. 

In terms of ordinary income, we have set a target of more than 35.0 billion yen, by expanding the top-line and 
optimizing costs. By achieving sustainable growth and enhancing our earning power through strengthening 
consolidated management, we will surpass the level prior to the release of the new core system. 

Regarding ROE, we will steadily accumulate profits and ensure an appropriate level of shareholders' equity. 
We will complete the redemption of Class I Preferred Stock and aim for a ROE of 10% or higher by the fiscal 
year ending March 2022. 

As we have already made steady progress over the past six months regarding these six basic strategies, I would 
like to focus on the progress made. 

 

Page 10. First, implementation of digital innovation. We have used the Orico Digital Fund, established in April 
2018, to invest in startup companies and to acquire companies. The Company has decided to conduct a third-
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party allotment of new shares for LINE Credit shown on the left in November 2018, and for the Taimee, which 
provides the work-sharing app, described on the right side in December 2018. 

In order to accelerate these initiatives in the future, we increased the facility amount of investments in the 
Orico Digital Fund by 1.0 billion yen and increased the total amount of facility to 2.0 billion yen. In the future, 
we will accelerate collaboration and co-creation with start-up companies with advanced technologies and 
take on the challenge of creating new business models through open innovation. 

 

Next, please refer to page 11. This is the practice of process innovation. Specific initiatives are shown in the 
four boxes at the bottom. As for the restructuring of the business system, we consolidated the line functions 
to supervise the operations departments in April, in order to rebuild the operation system utilizing the 
functions of the new core system. 

By shifting from a system based on businesses such as installment credit and credit cards, to a system based 
on functions such as acceptance and credit screening, we aim to accelerate mutual support for the entire 
business and build an optimal operational system. 

Regarding goals such as cost optimization through process innovation, as explained earlier, we will take 
concrete steps to realize these initiatives and work toward achieving the general expenses to operating 
income ratio, which is one of our management goal. 
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Please see page 12, business expansion in Asia. Following Thailand, we have decided to expand into the 
Philippines this time. 

Leveraging the expertise we have cultivated in Japan and Thailand, we plan to establish a new finance 
company in Thailand and commence operations within this fiscal year. Regarding other regions, we intend to 
rapidly advance into Indonesia and Cambodia. 

We intend to respond to Asian consumers in order to expand earnings, as the Asian market is expected to 
grow significantly in the future. In the fiscal year ending March 31, 2022, we intend to increase 
profitattributable to owners of parent to 1.0 billion yen in overseas business. 
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See page 13. Expansion of synergies within the Orico Group. We will strengthen our collaboration with Mizuho 
and UC Card to expand our business domains through mutual alliances. 

With the aim of expanding the cashless payment business, we aim to enhance business synergies and provide 
high-value-added services through the initiatives of the credit card issuring business and credit card acquiring 
business with Mizuho and UC Card. 

On the right-hand side of the document, we described our initiatives with Orico Forrent Insure Co., Ltd. We 
have begun to transfer our rent guarantee services to Orico Forrent Insure. Through this measure, we aim to 
maximize the top line and improve profitability by fully integrating operations. 

In April, we established the New Business Integrated Office within the Corporate Planning Department to 
strengthen M&A and alliances by upgrading due diligence and other functions. We are currently in the process 
of considering business expansion in the B2B field. 

Through these efforts, we will seek to expand Group synergies, which will lead to increased earnings and 
strengthened consolidated management of the Orico Group. 
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See page 14, enhancement of consulting sales. In April this year, we reorganized our business divisions to 
enhance the sophistication and efficiency of our organizational operations. We are working to strengthen our 
sales capabilities in regional markets by appointing regional head to take advantage of business opportunities 
through speedier strategies tailored to the characteristics of each business area. 

By fully utilizing the Orico Group's capabilities and thoroughly implementing market-in concepts, we intend 
to accurately grasp the needs of member stores and customers and provide competitive, value-added 
products and services. 
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See page 15. Enhancement of sustainability initiatives. Based on the expectations of our stakeholders, we 
have selected five key themes that we will prioritize from among the various social issues we face, and have 
formulated KPIs for the fiscal year ending March 2022. 

As stated in our basic philosophy, we will strive to realize a sustainable society and increase our corporate 
value by providing financial products and services suitable for a company that contributes to society. 

 

See page 16. Shareholder return policy. In order to further clarify our stance on shareholder returns, we will 
return common stock dividends using the dividend payout ratio as described in the red box below the left. 
Under the new medium-term management plan, the Company will pay dividends with a target consolidated 
ordinary dividend payout ratio of 20%. 

As we recently announced, the outstanding balance of Class I Preferred Stock is 50.0 billion yen as of today. 
We aim to complete the redemption of these preferred stock by the fiscal year ending March 2022. 

These are the explanations of the new medium-term management plan. 

Based on this, I would like to explain the plan for the fiscal year ending March 2020, the first year of the plan. 
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See page 18. Operating revenues are forecast to be 240.0 billion yen, an increase of 6.6 billion yen year-on-
year. Ordinary income is expected to increase by 3.0 billion yen year-on-year to 25.0 billion yen. 

For the fiscal year ending March 31, 2020, we forecast an ordinary dividend of 3 yen per share, an increase of 
1 yen per share. 

 

Page 19. This section presents the outlook for operating revenues. 
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In the growth businesses of credit card shopping and settlement and guarantee, we expect an increase in 
revenues due to an increase in transaction volume. The graph on the right shows the trends in operating 
revenues by business. As for stable growth and the foundation of the core businesses of installment credit 
and bank loan guarantee, we expect top-line expansion through growth businesses. 

 

Next, I would like to explain the outlook for each business segment. See page 20. First, the credit card and 
cash loan business. We aim to achieve a total transaction volume of approximately 2.5 trillion yen for the full 
fiscal year by increasing the number of cardholders of the Orico Card THE POINT, which is our  proper card, 
strengthening the acquisition of affiliated card members, and strengthening collaboration with Mizuho, 
supported by expansion of the credit card market by the benefits from the popularization of cashless payment 
and other factors. 
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Next, please see page 21. This section presents the settlement and guarantee business. As the market expands, 
we anticipate growth in transaction volume centered on rent guarantee and accounts receivable settlement 
guarantee. 

With respect to house rent guarantee, as shown in the lower right, we will work to maximize synergies and 
improve profitability by fully integrating operations with Orico Forrent Insure. 

 

See page 22. This is the outlook for our core businesses. In installment credit, we expect steady growth, due 
to an increase in transaction volume. In auto loans, we will continue to expand Orico Auto Leasing and increase 
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our market share at used car dealerships. In addition, we will steadily increase earnings by expanding 
transaction volumes in Thailand. 

Regarding bank loan guarantee, the graph shows the trends in the outstanding balance of non-bank 
guarantees for loans from financial institutions. The decline in the balance of guarantees outstanding is 
expected to decrease in the future, as the current balance remains unchanged. 

 

See page 23. next, forecasts of operating expenses. Operating expenses for the fiscal year ending March 31, 
2020 are expected to increase by 3.5 billion yen year-on-year. This is attributable to increases in general 
expenses, including card-related expenses associated with the top-line expansion mainly on credit card 
shopping, and an increase in computer expenses. 

Forecasts for computer expenses are shown in the graph at the upper right of the materials. We have 
explained that computer expenses were expected to peak in the fiscal year ended March 31, 2019, but as a 
result of investments to respond to environmental changes and other factors, we expect a slight increase in 
computer expenses in the fiscal year ending March 31, 2020. We intend to respond flexibly to forward-looking 
investments that will contribute to future growth of our business. 

Expenses for allowance for credit losses are shown below. Despite the impact of an increase in the balance of 
operating assets, we expect the balance to remain almost unchanged from the previous fiscal year because 
of efforts to tighten credit control for bank loan guarantee and other factors. 
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Finally, please refer to page 24. This material is a visualization of the factors behind changes in ordinary income 
in the fiscal year ending March 31, 2020. The blue portion on the left indicates operating revenues. The red 
portion on the right shows the operating expenses. These changes are expected to result in ordinary income 
of 25.0 billion yen in the fiscal year ending March 31, 2020. 

This is the explanation of the materials. The release of the new core system in August 2018 resulted in system 
costs, mainly depreciation and amortization, which resulted in an increase in general expenses. We will strive 
to optimize costs, by improving the efficiency of operations, by utilizing these systems and by drastically 
reviewing our business processes. At the same time, we will strive to improve our earning power by investing 
the management resources generated by these initiatives in businesses with growth potential. 

In October 2018, we announced our medium-term management plan ahead of schedule in order to respond 
to changes in the business environment. As I mentioned earlier, we will implement an approach based on six 
basic strategies. 

We are making steady progress in these areas, such as deciding to invest in LINE Credit, pursuing process 
innovation, and deciding to launch into the Philippines. We will continue to take on the challenge of innovative 
initiatives and accelerate these initiatives in order to realize the “Orico of the new era”. 

That's all from me. Thank you for your attention.  
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Question & Answer 

 

Murata: We would now like to take your questions. 

When asking questions, please first say your company name. So, if you have any questions, please show me 
your hands. How about it? 

Moriyama: Moriyama of Macquarie Capital. 

Kono: Thank you. 

Moriyama: Could you tell me three things? The first is the outlook for operating expenses on page 23. I expect 
that the new core system will have a savings effect on operating expenses in the future. First, whether there 
are KPIs with which savings effect can be measured annually. In addition, what kind of cost, excluding 
computer expenses, can we expect to be reduced in the future? 

Furthermore, regarding computer expenses, the fiscal year under review should have been the peak, but there 
will be a slight increase in this period. What is the cost, other than the new core system? I would like to ask 
how long this will continue in the next fiscal year and beyond. Sorry, that is the first point. 

As for the second point, regarding the shareholder return policy, you are aiming for a dividend payout ratio 
of 20%. What is meant by this prospect? Looking at the level of dividends for the current fiscal year, we can 
see that the dividend payout ratio has already surpassed 20%. Is it all right to exceed 20%? Or do you have 
any viewpoint? 

The third question is a little conceptual. Yesterday, Mizuho announced a new management plan. This is a five-
year plan instead of the previous medium-term plan. Yesterday's story was very conceptual and I do not fully 
understand it yet. How does your company position itself? As for incoming three years, your company has 
clearly announced plan and figures. How do you think the relationships with Mizuho will change? Please tell 
us whether something like management initiatives are constrained or not. 

Kono: Thank you very much. 

First, about operating expenses. As I explained, the release of the new core system resulted in a significant 
increase in expenses in the previous fiscal year. Computer expenses are the main factor behind the increase 
in most expenses. I think you are asking by what KPIs we intend to control this. 

I would like to explain this, while referring to page 11 of the materials. Practice of process innovation. I've just 
outlined it. I would like to explain it with this page because it is easier to understand. 

As you pointed out, in the fiscal year ended March 31, 2019, computer expenses accounted for the majority 
of the 19.2 billion yen increase in general expenses. Computer expensess increased by 17.4 billion yen. The 
question of how to control expenses, including computer expenses, is becoming a major issue for us. 

We will start a new medium-term management plan. As we intend to steadily strengthen our top-line, it is 
quite natural that general expenses will increase. 

We also expect to see an increase in computer costs, associated with the operation of peripheral systems 
necessary for top-line expansion. We built the core system and built a large frame that can handle a large 
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amount of processing at a very high speed. We will further expand peripheral systems based on new growth 
strategies to promote top-line growth in new products and large-scale affiliated credit cards. 

In that sense, as I’ve just mentioned, there are factors such as increased costs. I think it is necessary to raise 
the top-line furthermore, even while increasing the cost. 

In response, under the new medium-term management plan, we will promote the ratio of general expenses 
to operating revenues of less than 60%, as a major KPI. It is currently in the 63% range. By setting this as a 
management goal, we will control costs, including computer costs. This is process innovation. 

Responding to your question about how the costs except for the computer costs will be, I would like to explain 
this process innovation together. 

In four boxes at bottom, you see the description of the streamlining of operations, paperless operations, and 
automation of credit approval. The paperless system or increase of the automation rate of acceptance will 
make it more efficient. As described on the right side, we are enhancing our customer service operations. We 
will continue to computerize our statements for customers. In fact, our computerization ratio is only about 
10%. We have a specific target of raising this to 70%. It will be carried out. 

As described on the right, we will restructure our business structure. In order to establish a functional business 
system, we will consolidate our line functions with the Operation Center. The background to this is that the 
new core system can fully support our businesses with a single server. So far, we have been able to convert 
data from each Center into a one-server system, which is one of the major benefits of the introduction of this 
core system. This means that we will be able to complement each other's operations between Centers. In this 
sense, it is possible to restructure the business system. Furthermore, we will continue to upgrade our AI-based 
models. 

And the right is the optimization of IT costs. This may be directly computer costs. Regarding the optimization 
of IT costs, as I mentioned earlier, the deployment of individual systems is centered on the core system, that’s 
our new architecture. We were able to significantly improve the development productivity of individual 
systems by increasing the capacity of our core system. Through these efforts, we aim to upgrade and optimize 
the so-called IT cost structure. 

By implementing these concrete measures, we aim to reduce the general expenses ratio to less than 60%. 
Most of these measures have been implemented as a result of the release of the new core system. Direct 
control of computer costs will naturally be implemented. The main concept of process innovation is that we 
will spread effects of the new core system throughout our business processes. 

I feel that the effect is already gradually beginning to appear. As I mentioned earlier, we will steadily produce 
results from these initiatives, and we expect to achieve a profit effect of around 10.0 billion yen. Including 
this, we will take on the challenge of achieving an expense ratio of less than 60%. That's ourexplanation about 
costs. 

In addition, we have set a management target of a dividend payout ratio of 20%. At the end of October 2019, 
we announced the framework of our new medium-term management plan, and we said we would announce 
specific figures in May. At that time, Mr. Moriyama talked about 30%. At that time, I said that we would discuss 
the matter from now on. This time, we present the figure of 20%. 

Many companies set the dividend payout ratio as a management goal. I am well aware that 30% is a kind of 
standard. I think that many companies set this at 30%. 
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We have shown a figure of 20% this time. I don't believe this is enough, of course. I don't think this is a high 
or proud figure. Two years ago, we paid a dividend of 2 yen per share for the first time in 11 years. The dividend 
payout ratio was not shown, but it was 12%. This time, it is also about 12%. From that point, we increase a 
dividend to 3 yen per share. This is calculated to be 24%. I believe that we are taking steps one by one. 

Regarding dividends in the future, as I mentioned earlier, the basic policy is naturally that we will complete all 
redemptions of preferred stock over the next three years, while returning profits to shareholders. Togerther 
with returning profits to shareholders and full redemption of preferred stock, naturally, we intend to secure 
an appropriate level of equity capital while considering such factors as the risk buffer for responding to a 
certain level of environmental change and the growth potential. In this context, we present the figure of 20%. 

As a result, we are targeting 24% in the current fiscal year. I hope that you will understand that we are 
presenting 20% this time as one stage of this effort. Returning profits to shareholders is one of our most 
important management priorities, and we intend to further enhance the contents. 

Regarding Mizuho, I heard that yesterday Mizuho announced its five-year plan, combining the three-year 
stage and the two-year stage, and that this was a two-stage plan. 

One question was whether we would be subject to any restrictions. Not at all. We intend to strengthen 
collaboration in areas where we have not been able to realize adequate synergies, including the strengthening 
of the top-line. 

Accordingly, we have been strengthening alliances in stages by pursuing synergies. It has only been two years 
since Orico Card began to be sold at Mizuho branches. We are progressively expanding these initiatives. 

I mentioned earlier that we are thinking about the possibility of cooperatively expanding the card strategy 
even more. I would like you to understand that we are working together to pursue synergies in the following 
management plans and bring them a positive effect. 

Murata: Do you have any other questions? Please don't hesitate to ask your questions on this occasion. If you 
do not have any other questions, we will complete the question and answer session. 

Now, Orient Corporation will conclude the financial results briefing for the fiscal year ended March 31, 2019. 
Thank you very much for your visit today. 

Kono: Thank you very much. 

[END] 

______________ 

 


