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20-D-0148 
May 29, 2020 

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

The Hiroshimashi Credit Cooperative (security code: -) 
 

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

 

Rationale 
(1) The Hiroshimashi Credit Cooperative (“Hiroshima Credit Co-op”) is a regional credit cooperative 

headquartered in Hiroshima City with a fund volume of approximately 660 billion yen. It has 
strength in making swift decision of approval and disapproval on loan applications as it efficiently 
concentrated the management resources to the deposit and lending businesses under the top 
management’s strong leadership. The rating on Hiroshima Credit Co-op is supported by the 
assessment on the business model mentioned above and strong earnings capacity. In order to 
enhance the creditworthiness further, JCR considers that it should improve the core capital ratio. 
With the backdrop of strengthening its earnings capacity, a decrease in credit cost and other 
factors, Hiroshima Credit Co-op’ retained earnings are increasing. JCR sees that the key factor in 
the future will be whether it can continue to maintain the status. However, it is necessary to pay 
attention to the impact of on-going COVID-19 pandemic given to the credit cost of Hiroshima 
Credit Co-op, for which major customers are under medium risk category. 

(2) Hiroshima Credit Co-op has been keeping the increasing trend of the core net business income, 
which exceeded 9 billion yen, driven by growing interest income on loans. ROA based on core net 
business income is around 1%, and it is still at a high level after deducting credit costs, etc. While 
the pace of increasing loans to real estate companies, which was a driving force of increasing 
loans, has slowed down, the balance of loans are still increasing steadily due partly to a 
contribution from newly opened branch in Kure City. Since Hiroshima Credit Co-op is actively 
providing operating funds to business operators affected by the COVID-19 pandemic, this is also a 
contributing factor of increased balance of loans. Hiroshima Credit Co-op’s yield on loans is 
continuously high compared to that of other regional financial institutions underpinned by 
aggressive approaches to medium risk customers and a swift decision on loan applications, but 
continued declining at a relatively high pace. The main causing factors are that Hiroshima Credit 
Co-op offered low interest rates on loans in developing new customers and tried to reduce the 
number of relatively high yield unsecured loans. While a pace of declining yield is gradually 
slowing down. JCR continues to monitor whether Hiroshima Credit Co-op is able to maintain the 
optimal balance between loan balance and yield on loans in operating the business. Note that 
Hiroshima Credit Co-op does not engage in sale of entrusted asset products including investment 
trusts. It holds only a small position of securities; therefore, an impact of change in market 
conditions of securities and bonds to its income is fairly small. 

(3) Since Hiroshima Credit Co-op has been aggressively making off-balance sheet treatments of non-
performing loans, etc., the non-performing loan ratio under the Financial Reconstruction Act was 
low at a lower 2% (no partial direct write-offs implemented). Loans were well diversified into small 
amounts. Until now, it conservatively recorded provisions. The effect has come to the end and 
credit costs are on decrease compared to these in previous time. However, it intends to actively 
extend loans to medium risk customers, occurrence of certain non-performing loans and recording 
of credit costs cannot be avoided. JCR will pay attention to whether impact of the COVID-19 given 
to the local economy may become protracted and degree of the impact to Hiroshima Credit Coop’s 
credit costs. 

(4) Core capital ratio after adjusting for allowance for bad debts is in lower 9%. Core capital ratio is 
gradually increasing due to the accumulation of retained earrings caused by an increase in core 
net business income and a decrease in credit costs. Along with increasing loan balance, risk 
assets continue increasing though the pace is slowing down compared to that in the previous time. 

Hajime Oyama, Tsuyoshi Ohishi 
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Rating 
Issuer: The Hiroshimashi Credit Cooperative 
<Affirmation> 
Long-term Issuer Rating: A     Outlook: Stable 

 
Rating Assignment Date: May 26, 2020 
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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