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     Daihatsu Credit Co., Ltd. is a wholly owned sales finance subsidiary of Daihatsu Motor Co., Ltd. 
(Issuer Rating: AA+). The company's core business is to make loans aiming to provide necessary funds 
for installment contracts between domestic car dealers and customers. Daihatsu Credit provides stable 
funds at low interest rates in order to support the domestic Daihatsu dealers in selling vehicles with 
installment contracts.
     As a subsidiary operating in close cooperation with Daihatsu Motor's divisions such as sales, corporate 
planning and accounting, Daihatsu Credit is given a position as an entity which constitutes the domestic 
sales group. For Daihatsu Motor, Daihatsu Credit is a provider of highly important functions in the area of 
domestic sale, with a high level of cohesiveness in terms of management. Reflecting the creditworthiness 
of Daihatsu Motor in the evaluation of both business and financial risks, R&I has assigned the Issuer 
Rating of AA+, which is on a par with Daihatsu Motor. In this regard, it should be recognized that the 
rating of Daihatsu Motor reflects the creditworthiness of Toyota Motor Corp. (Issuer Rating: AAA), which is 
a wholly owning parent company of Daihatsu Motor.
     Daihatsu vehicles are sold in the domestic market through a pair of distribution channels i.e. a direct 
channel via domestic car dealers and an indirect one through maintenance factories and used car dealers 
etc., which are selling new cars on the side. Daihatsu Credit is supporting the sales activities of Daihatsu 
vehicles by providing loans to the domestic car dealers. Daihatsu Credit has a certain customer base, 
backed by a high level of penetration, or usage rate. This can be explained by the structure whereby the 
sales policy of Daihatsu Motor is shared speedily on the sales front of domestic car dealers, which are 
typically consolidated subsidiaries of Daihatsu Motor.
     Increasingly, car buyers are using residual value-set loan offered by domestic car dealers. Using 
residual value-set loan makes it possible for buyers to restrict the amount of monthly payment and switch 
to a new model within a few years. For the selling side, there is an advantage of restraining a decrease in 
the balance of loan principal resulting from repayment, because this instrument is designed to recover the 
remaining value at the point of debt maturity. Daihatsu Credit can ensure a sufficiency of interest income 
from the loans to domestic dealers, thanks to the mechanism whereby interests are calculated based on 
the entire vehicle price inclusive of residual value.
     The risk profile is limited to the interest rate risk. There is no credit risk with installment contracts, 
which are concluded under the credit guarantee of a warranty company. Under the mechanism of residual 
value-set loan, it is domestic car dealers who take the risk of remaining value of vehicles, not Daihatsu 
Credit.
     Although the equity capital is not abundant, the risk resilience is strong thinking of the limited level of 
risk exposure. The mechanism of keeping the soundness of asset quality is in place. When customers 
pay installments, which are collected by guarantee companies, the proceeds go to Daihatsu Credit 
directly as loan repayment, skipping the car dealers. Daihatsu Credit is not exposed to the credit risk of 
customers and dealers.
     The profitability is not high and the scale of profits is small, reflecting the company's business model of 
providing loans to dealers at low rates, using the funds borrowed from external financial sources, for the 
purpose of supporting the sale of Daihatsu vehicles. On the other hand, Daihatsu Credit enjoys a high 
level of profit stability because it is free from credit costs and it can depend on the accumulated track 
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record of selling Daihatsu brand vehicles. For the company, the growing balance of residual value-set 
loan has also been a help in ensuring the profits continuously.
     Daihatsu Credit depends mostly on the borrowings from external financial institutions to finance its 
business, in accordance with the basic policy of the Daihatsu Group, which requests the group members 
to procure funds on their own. The company is increasing the number of partner banks which can meet its 
funding needs. Going forward, it is essential for Daihatsu Credit to diversify the funding sources in order to 
meet the company's growing funding needs fueled by higher penetration and increasing operating assets.

     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.", "Credit Card and 
Credit Sales" 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
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