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May 31, 2022 
 

 
R&I Assigns A-, Stable: Procrea Holdings, Inc., The Aomori Bank, Ltd. 

R&I Upgrades to A-, Stable: The Michinoku Bank, Ltd. 
 
     Rating and Investment Information, Inc. (R&I) has announced the following: 
 
ISSUER:  Procrea Holdings, Inc. 
         Issuer Rating: A-, Assigned 
         Rating Outlook: Stable 
 
ISSUER:  The Aomori Bank, Ltd. 
         Issuer Rating: A-, Assigned 
         Rating Outlook: Stable 
 
ISSUER:  The Michinoku Bank, Ltd. 
         Issuer Rating: A-, Previously BBB+ 
         Rating Outlook: Stable 
 
RATIONALE: 
     The Procrea Holdings Group is a regional financial group established by The Aomori Bank, Ltd. 
and The Michinoku Bank, Ltd., following the business combination of the said two banks based in 
Aomori Prefecture. The merger of the two subsidiary banks is scheduled around January 2025. While 
Aomori's economy is small in size, the two banks have ensured a dominant presence there, keeping 
the share of deposit standing at somewhere between 55% and 60% and the share of loans between 
70% and 75%, when combined. The Procrea Holdings Group also has a certain franchise in the 
Hakodate area, which lies on the other side of Tsugaru Straits and the franchise of the group is 
relatively solid. 
     The earning capacity is low for the rating. The combined return on asset on a core operating 
profit basis is hovering at around 0.1%, and the combined core overhead ratio is also lagging in the 
range between 80% and 90%, exclusive of gains on cancellation of investment trusts respectively, 
mainly due to the deterioration of yield on interest-earning assets. The customer service business has 
been in the red. The earning capacity will likely continue to stand at a low level, placed under the 
downward pressure of increased business combination costs that consist mainly of IT system 
expenses. However, the cost of business combination will likely peak in FY2024 (the year ending 
March 2025) when the system integration is scheduled, followed by the reduction of costs and 
expenses, especially associated with property and equipment costs, as a result of the integration and 
realignment of branch and ATM networks and the acceleration in streamlining the business operation, 
as well as the decrease of personnel expenses through natural attrition. The earning capacity is 
evaluated by factoring in the expected improvement on a mid- to long-term basis through effects of 
cost synergy.  
     The key for achieving a synergy effect from business combination is whether the group is able to 
integrate the operation of two entities in a smooth manner by overcoming the differences in 
organizational structure and corporate culture. However, it will take a certain time to form a fusion 
between the two organizations which had been in competition for many years. Eyes are on whether 
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the group is able to take steps toward integration speedily and steadily, by nurturing deeper mutual 
understanding through communication and cooperation between the two lines of branches as well as 
joint trainings, both based on the "partner branch" program and by sharing information and business 
know-how in a proactive manner. 
     The group's risk appetite is not strong in terms of lending and securities investment. Although the 
group is susceptible to the performance of local economy in terms of credit risk, because of its 
dominant market share in the prefecture, the credit portfolio is largely diversified with small accounts. 
The asset quality is robust with the indicators such as net risk-monitored loan ratio and delinquency 
and subrogation payment ratios on mortgage standing at a low level. The market risk, especially the 
interest rate risk, is relatively large and the risk resilience is slightly low for the rating. The liquidity risk 
is small.  
     Going forward, the priority for the group is to accumulate internal reserves toward the merger of 
two banks and the repayment of public funds. R&I is of the opinion that the possibility is low that the 
holding company's financial leverage will rise owing to the diversification of group management 
through mergers and acquisitions among other measures, as well as the strategies of finance 
including share buyback etc. 
     Based on the above-mentioned recognition, R&I has assigned the Issuer Rating of A- to Procrea 
Holdings, Inc. and Aomori Bank which is a core bank of the group, by reflecting directly the 
creditworthiness of the entire group. In this connection, R&I has upgraded the Issuer Rating of 
Michinoku Bank, which is also a core bank of the group along with Aomori Bank, to A- from the 
previous rating of BBB+. 
 
Procrea Holdings, Inc. 
     Procrea Holdings, Inc. is a holding company of the Procrea Holdings Group and a parent 
company of The Aomori Bank, Ltd. and The Michinoku Bank, Ltd. The rating reflects the 
creditworthiness of the entire group directly, based on the recognition that the deterioration risk of the 
holding company's financial leverage is limited in light of the merger of two banks and the repayment 
plan of public funds.  
 
The Aomori Bank, Ltd. 
     The Aomori Bank, Ltd. is a core bank of the Procrea Holdings Group. The rating reflects directly 
the creditworthiness of the entire group. As a top regional bank in Aomori Prefecture, the bank has 
strength in the banking business with local public bodies as well as large and medium-sized 
companies based in Aomori Prefecture. The earning capacity is low for the rating, due to the 
deterioration of yield on interest-earning assets. The bank's customer transaction business has been 
continuing to post losses. 
     The risk appetite associated with lending and securities investment is not strong. The risk 
resilience is, by and large, commensurate with the requirement of the A rating category owing to the 
conservative policy associated with credit risk and price fluctuation risk. The asset quality is robust. 
The bank has a solid deposit base in Aomori Prefecture as well as a sufficient level of liquidity. 
 
The Michinoku Bank, Ltd. 
     The Michinoku Bank, Ltd. is a core bank of the Procrea Holdings Group. The rating reflects 
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directly the creditworthiness of the entire group. With the strength in the banking business with retail 
customers and SMEs (small and medium enterprises), the bank's share of loans in Aomori Prefecture, 
exclusive of lending to public bodies, is comparable with that of Aomori Bank. It also has a certain 
franchise in the Hakodate area which lies on the other side of Tsugaru Straits. Although the earning 
capacity is low for the rating, the bank has ensured profitability in the customer transaction business 
as a result of cost-reduction efforts. 
     The risk resilience is slightly low for the rating. The bank's risk profile consists mainly of credit 
risk, and the market risk is limited. The asset quality is relatively robust. In Aomori Prefecture, the bank 
has a solid deposit base and a sufficient level of liquidity. 
 
     The primary rating methodologies applied to this rating are provided at "R&I's Basic Methodology 
for Corporate Credit Ratings", "Shared Rating Approach for Financial Institutions, etc.", "Depository 
Financial Institutions", "R&I's Analytical Approach to Holding Companies" and "R&I's Analytical 
Approach to Group Companies". The methodologies are available at the web site listed below, 
together with other rating methodologies that are taken into consideration when assigning the rating. 
     https://www.r-i.co.jp/en/rating/about/rating_method.html 
 
R&I RATINGS: 
ISSUER:         Procrea Holdings, Inc. (Sec. Code: 7384) 
 Issuer Rating 
RATING:  A-, Assigned 
RATING OUTLOOK:  Stable 
 
ISSUER:         The Aomori Bank, Ltd. 
 Issuer Rating 
RATING:  A-, Assigned 
RATING OUTLOOK:  Stable 
 
ISSUER:         The Michinoku Bank, Ltd. 
 Issuer Rating 
RATING:  A-, Previously BBB+ 
RATING OUTLOOK:  Stable 
 


