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20-D-0137 
May 25, 2020 

Japan Credit Rating Agency, Ltd. (JCR) announces the following credit rating.  
 

THE SAITAMAKEN SHINKIN BANK (security code: -) 
 

 <Affirmation>  
Long-term Issuer Rating: A- 
Outlook:  Stable 

 

Rationale 
(1) THE SAITAMAKEN SHINKIN BANK (the "Bank") is a shinkin bank headquartered in Kumagaya 

City, Saitama Prefecture with a fund volume of about 2.8 trillion yen. Having a branch network all 
across the prefecture where markets for both deposits and loans are large against the backdrop of 
diverse industrial bases, it has a certain presence in the prefecture, ranking 3rd in terms of market 
share for loans there. The good business base and loan asset quality are supporting the Bank's 
rating. JCR places Stable outlook on the rating, as its earnings are relatively stable as compared 
with other regional financial institutions and bottomed out. Issue for the Bank, on the other hand, is 
whether it can ensure a profit that can match the increasing risk assets. 

(2) Its core net business income (excluding gains (losses) on cancellation of investment trusts) has 
been on the rise since the fiscal year ended March 2018 (FY2017) after it bottomed out in FY2016. 
Although its interest on loans and discounts have been on the decline due to lowered yield on 
loans, the increasing interest and dividend on securities, particularly dividends on investment trusts 
(excluding gains (losses) on cancellation of investment trusts), and reduction of expenses are 
helping increase the income. Going forward, the increasing expenses due to revision to the core 
system will become a factor for placing downward pressure on the income, but JCR sees that it is 
less likely that its core net business income will significantly drop thanks to the change of its sales 
policy to the one focusing on yield on loans and cost reduction including optimization of branch 
network and revisions to the personnel.  

(3) As of September 30, 2019, its non-performing loans ratio disclosed under the Financial 
Reconstruction Act was 1.60% (no partial direct write-offs implemented), far below the shinkin 
banks’ average. Its loan quality is good thanks to the diversified loan accounts to small accounts 
and small amount of uncovered loans for large debtors. It conservatively sets aside loan loss 
reserve for debtors with large credit risks. The credit costs, however, have been increasing in 
recently years due partly to the reclassification of some debtors into lower classes. In addition, it is 
necessary to monitor trend of credit costs due to the COVID-19 pandemic impact going forward.  

(4) In its securities investments, the Bank has been making efforts to rebalance its portfolio from 
bonds to risk assets such as SCB Global Trust and investment trusts, which are increasing the 
interest and dividend on securities (excluding gains (losses) on cancellation of investment trusts). 
The interest rate risk amount is not very large against capital. Despite the increasing investment 
trusts, majority of them consist of bond-type investment trusts, and the price fluctuation risks from 
equity securities are not large.  

(5) Its core capital ratio has been on the decline along with the increase of risk assets and stood at 
8.16% (on an unconsolidated basis) as of September 30, 2019. The adjusted core capital ratio is 
also low among regional financial institutions which have credit ratings in the A rating category. The 
Bank plans to shift from the loan volume to the quality-focused for the sales promotion going 
forward to control the increase of risk assets. JCR will pay close attention to whether it can 
maintain the current level of core capital ratio.  

Hajime Oyama, Atsushi Kato 
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The criteria used for identifying matters which serve as assumptions for the assessment of the credit status, and the criteria used for 
setting of grades indicating the results of the assessments of the credit status are published as "Types of Credit Ratings and Definitions 
of Rating Symbols" (January 6, 2014) in Information about JCR Ratings on JCR's website (https://www.jcr.co.jp/en/). 
Outline of methodology for determination of the credit rating is shown as "JCR's Rating Methodology" (November 7, 2014) 
and "Banks" (May 8, 2014) in Information about JCR Ratings on JCR's website (https://www.jcr.co.jp/en/). 
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