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Adjusting to changes in the business environment
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The world is currently in the midst of an economic downturn. So what has caused these hard
times? The financial crisis originated with sub-prime loans that turned sour during the previous year.
Consumer demand that was flourishing up to that stage faltered, and caused economic activity to
decline sharply. Would it be an overstatement to say that the real cause of this crisis was the over-
confidence in technology, which made the issue far more severe?

The technology in discussion here refers to technologies used in financial engineering for financial
product designs. The mechanism of these products is difficult to comprehend. A simplified idea is
to disperse the risk while obtaining a high rating (level of trust and safety) by combining a high-risk
sub-prime loan and other low-yield loans, which allowed groundbreaking financial products that
seemed to offer low risk and high returns. This worked out to be a success in all aspects. Investors
received high dividends, and abundant funds entered the sub prime market, which promoted market
expansion through credit purchases. However, the requirement for this mechanism to work was
that housing prices needed be on the rise, and the rate of bad loans had to be within a fixed range
of probability. But in the end:-- Fundamentally, there is a direct correlation between risk and return.
The collapse was the result of ignoring the importance of this principle or rule in order to seek
profits.

On a different note, many disasters never seen in the past are occurring due to unpredictable
weather. Flood disasters have been especially significant, as we already had localized torrential rain
in Western Japan, typhoon no. 9 that hit parts of the country, and an earthquake struck Suruga Bay
this summer. This string of disasters has claimed many lives. Many causes were suspected - climate
change due to global warming, reduction in water retention capacity due to deforestation and
farmlands, and changes in terrain due to urban/residential development. However, it is unfortunate
that water flow could not be controlled and highways that utilize the best of civil engineering
technology could not withstand these disasters. Could these types of events not have been predicted
and prevented?

The above examples may seem like something irrelevant to our business. However, technology is
defined as a “method to improve human lives using the results of research.” We ourselves also take
pride in the fact that we contribute to enrich peoples’ lives by painstakingly using our technologies
to provide products and services to our customers. However, the gas emissions associated with our
products are significantly affecting the environment as well as peoples’ safety and health. We must

meet the high expectations of society in terms of environmental and safety technologies, as well as
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handling enormous responsibilities. Our technology and business development is established with
a prerequisite that natural and societal environments are subject to certain conditions. In a modern
world where changes occur at a fast pace, we must be able to detect these changes and predict
their consequences. Furthermore, we must be flexible enough to quickly adapt to any changes. Let’s
develop our business while cherishing our customers, aspiring to foresee the future, being aware of

relevant principles and rules, and refining our technologies in various fields.
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