


 
 
[5] Issues Surrounding the Lowering of the Maximum Lending Rate 

1. Anticipated Probabilities of Each Interest Rate Level to be Adopted upon Reduction of the Maximum Lending Rate 
Estimated 
Maximum 
Lending 

Rate 

Previous 
Probability 

Current 
Probability Positions of Money Lenders, Financial Services Agency and Lawyers Defending the Debtors 

 29.2%  80% 

  
 40% 

Mid- and small-scale money lenders prefer to maintain the current 29.2% lending rate and at the 
same time to eliminate the gray zone lending rate.  While it is discussed to raise the maximum 
lending rate to either 40.004% or 36.5%, we perceive that such increase is out of the question and is 
very unlikely to occur. 

25.55%  19%  50% 

The bottom line preference for major money lenders is the elimination of the gray zone lending rate 
even if the maximum lending rate is to be lowered to 25.55%. (25.55% is the lending rate level that 
the Democratic Party of Japan strongly advocated in year 2000 when the maximum lending rate 
was previously lowered to 29.2%.  

 21.9%  1%  5% The FSA’s stance is to eliminate the gray zone lending rate whether the maximum lending rate is 
lowered or not. 

 20.0%  0%  5% 
While public stance of lawyers defending debtors is that the maximum lending rate should be unified 
to that under the Interest Restriction Law, which would consequently eliminate gray zone lending 
rate their bottom line preference is perceived to be the maintenance of gray zone lending rate. 

2. Mid-term Plan Simulating Adaptation to the Maximum Lending Rate of 20%: Even if the maximum lending rate was to be lowered to 
20%, in terms of the ongoing 5-year mid-term plan which targets achievement of ¥50 billion in consolidated recurring profit (SFCG: ¥42 billion, TZHD: 
¥8 billion) by fiscal year ending 2009, it is possible to get back on track in additional two years, provided the target annual growth in Shohkoh Loan 
balance is raised to ¥60 billion increase per year (monthly increase by ¥5 billion) starting with the next fiscal term (fiscal year ending July 2007).  The 
basis of assumption is as follows.  In essence, assuming that balance of real estate loans and bill discounting remains unchanged, it will take 
approximately 2 years more to achieve the same level of earnings as that of the original plan if the initial revenue decrease from the lending rate 
reduction that is caused by the reduction of the maximum lending rate (if the maximum lending rate is reduced to 20%, estimated average lending rate 
for Shohkoh Loans would be 15%) is compensated solely by the realization of average annual net increase in Shohkoh Loan balance by ¥60 billion. 

（Unit: in billions of yen） 
Initial 5-year Mid-Term Plan 

Balance/Revenue Projections for the 
Fiscal Year ending July 2009 (Final Year) 

Revised 5-Year Mid-Term Plan 
Balance/Revenue Projection for Fiscal Year 

Ending “X” (July 2011)(Final Year)  
Beginning 
Balance 

Year-end 
Balance 

Average 
Balance 

Revenues 
(Average 

Lending Rate) 

Beginning 
Balance

Year-end 
Balance

Average 
Balance

Revenues 
(Average 

Lending Rate) 
Shohkoh 
Loans 400 450 425  85 (20%) 540 600 570 85.5 (15%) 

Real Estate 
Loans 70 70 70 6.3 (9%) 70 70 70 6.3 (9%) 

Bill 
Discounting 30 30 30 3.3 (11%) 30 30 30 3.3 (11%) 

Total 500 550 525 94.6 640 700 670 95.1 

1. Difference between year-end balance 
for fiscal year ending “X “(July 2011) 
and the projected year-end balance for 
the current term (July 2006): ¥600 
billion－¥325 billion = ¥275 billion 

2. Number of years necessary to 
generate ¥275 billion assuming an 
average annual net growth in loan 
balance by ¥60.0 billion: ¥275 billion ÷ 
¥60.0 billion = 4.58 years 
⇒  4 years and 7 months from the end 

of the current term (July 2006). 
Therefore, fiscal year ending “X”≒
Fiscal year ending July 2011. 

(1) Annual net growth by ¥60 billion starting next fiscal year: to accelerate annual net growth in Shohkoh Loan balance from the ¥36 billion increase 
projected for the current fiscal year-end to a ¥60 billion increase in the next fiscal year and onward is a challenge for SCFG but since the small 
company loan market is not oversaturated, the goal is perceived as certainly achievable once the business promotion structure becomes 
strengthened further.  

(2) Accelerated increase in real estate loan and bill discounting balance will serve as insurance: the revised mid-term plan above assumes that 
there will be absolutely no increase in real estate loan and bill discounting balance.  If the balance displays increase, revenues will naturally increase. 

(3) Revenue increase at TZHD will also serve as insurance: (explanation omitted) 

3. SFCG Prepares for the Worst Case Scenario of the Maximum Lending Rate Reduction to 20% 
(1) Preparation for reduction of maximum allowable rate to 20% now underway: while there are optimistic views dismissing the possibility of rate 

reduction, SFCG began preparation with the worst case scenario in mind.  
(2) Forecast on earliest implementation of rate reduction (in 1 year and 2 months): Pertinent law passed at this fall’s extraordinary Diet session, 

public announcement in January 2007, and enforcement as of June 1, 2007.  
(3) SFCG has already learned from past experience (“Wise men learn from history while fools are awed by reality”): The maximum lending rate 

in 1979 when SFCG first began operation was 109.5%.  Four years later in 1983, the rate was brought down from 109.5% to 73%.  The year 
before, almost all money lenders shared an optimistic view and did not anticipate forthcoming rate reduction, but SFCG took on a more pessimistic 
outlook, prepared itself, and successfully adapted to the change.  Thereafter, SFCG marked steady growth in tandem with the interest rate 
reductions that followed: namely, reduction to 54.75% in 1986, (1989： JASDAQ listing), to 40.004% in 1991, (1996： TSE 2nd Section listing), 
(1999： TSE 1st Section listing), and to 29.2% in 2000. 
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