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CERTAIN DEFINED TERMS, CONVENTIONS AND
PRESENTATION OF FINANCIAL INFORMATION

As used in this Annual Report, unless the context otherwise requires, "Company"
and "ORIX" refer to ORIX Corporation and "we", "us", "our" and similar terms
refer to ORIX Corporation and our subsidiaries.

In this annual report, "subsidiary" and "subsidiaries" refer to consolidated
subsidiaries of ORIX, companies in which ORIX owns more than 50%, and
"affiliate" and "affiliates" refer to all of our affiliates accounted for by
the equity method, companies in which ORIX owns 20-50%.

The consolidated financial statements of ORIX have been prepared in accordance
with accounting principles generally accepted in the United States of America
("U.S. GAAP"). Unless otherwise stated or the context otherwise requires, all
amounts in such financial statements are expressed in Japanese yen.

References in this Annual Report to "yen" or "yen" are to Japanese yen and
references to "$" or "dollars" are to United States dollars.

Certain monetary amounts included in this Annual Report have been subject to
rounding adjustments; accordingly, figures shown as totals in certain tables
may not be equal to the arithmetic sum of the figures which precede them.

The Company's fiscal year ends on March 31. The fiscal year ended March 31,
2002 is referred to throughout this Annual Report as fiscal 2002 or the 2002
fiscal year, and other fiscal years are referred to in a corresponding manner.
References to years not specified as being fiscal years are to calendar years.

FORWARD LOOKING STATEMENTS

This annual report contains statements that constitute "forward-looking
statements" within the meaning of Section 21(E) of the Securities Exchange Act
of 1934. When included in this Annual Report, the words, "will", "should",
"expects", "intends", "anticipates", "estimates" and similar expressions, among
others, identify forward looking statements. Such statements, which include
statements contained in "Item 5. Operating and Financial Review and Prospects."
and "Item 11. Quantitative and Qualitative Disclosure About Market Risk",
inherently are subject to a variety of risks and uncertainties that could cause
actual results to differ materially from those set forth in such statements.
These forward looking statements are made only as of the date of this Annual
Report. The Company expressly disclaims any obligation or undertaking to
release any update or revision to any forward looking statement contained
herein to reflect any change in the Company's expectations with regard thereto
or any change in events, conditions or circumstances on which any statement is
based.

ii
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PART I

Item 1. Identity of Directors, Senior Management and Advisors.

Not applicable.

Item 2. Offer Statistics and Expected Timetable.

Not applicable.
Item 3. Key information.

Selected Financial Data

The following selected consolidated financial information has been derived
from our consolidated financial statements as of each of the dates and for each
of the periods indicated below. This information should be read in conjunction
with and is qualified in its entirety by reference to our consolidated

financial statements, including the notes thereto,
Report, which have been audited by Asahi & Co.,

Worldwide SC, independent accountants.

included in this Annual
a member firm of Andersen

Year ended March 31,

(In millions of yen and millions of US dollars except per S

INCOME STATEMENT DATA

Total revVeNUEeS .« v v vttt it eeeeeeennnn yen507,143 vyenb93,941 yen6l6,513
Interest exXpense. .. ..ot .. 142,177 140,846 115,038
Selling, general and

administrative expenses......... 79,671 82,395 90, 961
Provision for doubtful receivables

and possible loan losses........ 49,434 51,845 45,573
Operating income........iiiieeenn.. 31,041 31,042 52,886
Equity in net income (loss) of and

gain (loss) on sales of

affiliates. ..., 7,371 (3,727) (838)
Income before income taxes......... 38,412 27,315 52,048
Net income........iiiiinenneeeennnn 23,731 25,621 30,642
Basic earnings per Share(l)........ 305.33 330.43 385.27
Diluted earnings per Share(l)...... 305.33 330.43 377.02
Cash dividends per Share........... 15.00 15.00 15.00
(1) Basic earnings per share and Diluted earnings per share have been

retroactively adjusted for a stock split.
1
1998 1999 2000

yen586,149
109,289

101,156

44,584
57,148

2,088
59,236
34,157
417.77
400.99

15.00

As of March 31,

yen658,462
90, 348

126,316

51,367
73,369

(330
73,039
40,269
489.19
467.11

15.00
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BALANCE SHEET DATA
Investment in direct

(In millions of yen and millions of US dollars except number

financing leases(l)....... yen2,186,022 yenl, 952,842 yenl, 744,953 yenl, 657,709 yenl
Installment loans(l)......... 1,794,825 1,761,887 1,791,439 1,846,511 2
Subtotal.....oiiiieennnn.. 3,980,847 3,714,729 3,536,392 3,504,220 3
Investment in operating

1EaSES . it it 435,066 411,156 397,576 451,171
Investment in securities..... 500,449 576,206 758,381 942,158
Other operating assets....... 65,838 73,345 72,472 132,006
Operating assets(2).......... 4,982,200 4,775,436 4,764,821 5,029,555 5
Allowance for doubtful

receivables on direct

financing leases and

possible loan losses...... (145,741) (132,6006) (136,939) (141,077)
Other assets......ovvieeo.. 737,850 704,806 713,660 702,833
Total assets....coviiien.. yen5,574,309 yen5, 347,636 yen5, 341,542 yen5, 591,311 yeno
Short-term debt.............. 2,576,483 2,184,983 1,912,761 1,562,072 1
Long-term debt............... 2,044,570 2,036,028 1,942,784 2,330,159 2
Common stock.......vuvueeeeenn. 20,180 20,180 41,688 41,820
Additional paid-in capital... 37,303 37,464 59,285 59,885
Shareholders' equity......... 313,821 327,843 425,671 461,323
Number of issued Shares...... 64,870,299 64,870,299 68,630,294 82,388,025 84

1998 1999 2000 200
(%)

SELECTED DATA AND RATIOS (3)
Shareholders' equity ratio................... 5.63 6.13 7.97 8.2
RetUrn On asSSetS. . .i it iii it tteeeeeeeeannnn 0.45 0.47 0.57 0.6
Return on equity. ...ttt eennnnn 7.63 7.99 8.13 7.7
Allowance/investment in direct financing

leases and installment loansS.............. 3.7 3.6 3.9 4.

The sum of assets considered 90 or more days past due and total impaired
assets measured pursuant to Financial Accounting Standards Boards, or FASB
Statement 114 amounted to yen271,177 million as of March 31, 2000,
yen258,432 million as of March 31, 2001, and yen255,123 million as of
March 31, 2002. These sums included investment in direct financing leases
considered 90 or more days past due of yenb53,743 million as of March 31,
2000, yenb53,515 million as of March 31, 2001 and yen67,924 million as of
March 31, 2002, installment loans (excluding amounts attributable to
treatment under FASB Statement 114) considered 90 or more days past due of
yen91,513 million as of March 31, 2000, yen84,827 million as of March 31,
2001, and yen74,199 million as of March 31, 2002, and installment loans
considered impaired under the definition contained in FASB Statement 114
of yenl25,921 million as of March 31, 2000, yenl20,090 million as of March
31, 2001, and yenll3,000 million as of March 31, 2002. See "Item 4.
Information on the Company--Profile of Businesses--Direct Financing
Leases" and "--Installment Loans and Investment Securities".

Operating assets are defined as all assets subject to regular, active
sales and marketing activities including the assets shown on the balance
sheet as investment in
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direct financing leases, installment loans, investment in operating
leases, investment in securities and other operating assets. Operating
assets are calculated before allowance for doubtful receivables on direct
financing leases and possible loan losses.

(3) Shareholders' equity ratio is the ratio as of the period end of
shareholders' equity to total assets. Return on assets is the ratio of net
income for the period to average total assets during the period. Return on
equity 1s the ratio of net income for the period to average shareholders'
equity during the period. Allowance/investment in direct financing leases
and installment loans is the ratio as of the period end of the allowance
for doubtful receivables on direct financing leases and possible loan
losses to the sum of investment in direct financing leases and installment
loans.

In certain parts of this Annual Report, we have translated Japanese yen
amounts into US dollars for the convenience of readers. The rate that we used
for translations was yenl33.25 = US$1.00, which was the approximate exchange
rate in Japan on March 31, 2002. The following table provides the noon buying
rates for Japanese Yen expressed in Japanese Yen per US$1.00 during the periods
indicated. No representation is made that the Japanese yen or US dollar amounts
referred to herein could have been or could be converted into US dollars or
Japanese yen, as the case may be, at any particular rate or at all.

Year Ended March 31,

(Yen per U.S. dollar)

5 5 o yenl33.99 yenld7.14
T 111.42 108.83
Average (of noon buying rates available on

the last day of each month during the

Period) vttt e e e e 123.57 128.10
At period—end. ...ttt e e e e e e 133.29 118.43

The following table provides the high and low noon buying rates for
Japanese yen per $1.00 during the months indicated.

High Low

2002

JANUATLY ¢ e e e e e e e ae e e e e e e enaeeeeeseeeeeeeeeeeanns yenl34.64 yenl30.93
Y o i b T 134.77 132.26
MarCh . ot e e e e e 133.46 127.07
72 e 133.40 128.13
Ay e et ettt ettt ettt e e e et e e e 128.66 123.08
June (through June 21) ... ...ttt iiieneeenennnn 125.64 121.23

Risk factors

Our business may continue to be adversely affected by the recession in Japan

yenl24.45 ye
101.53

110.02
102.73
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Our business may continue to be adversely affected by the recession in
Japan. The recession may affect our new business origination volume, the credit
quality of our assets and margins on operating assets.

The Japanese economy has shown slow growth or negative growth for most of
the last decade. Although from 1995 to early 1997 the economy recovered to some
extent, since 1997 recessionary conditions have prevailed.

As a result of adverse economic conditions in Japan, we may be unable to
originate more leases and loans and our non-performing assets may increase. Our
allowance for doubtful receivables on direct financing leases and possible loan
losses may prove to be inadequate. Adverse economic conditions may prevent our
customers from meeting their financial obligations. The value of collateral
securing our loans and the value of equipment that we lease to customers may
decline. Our ability to re-lease or remarket equipment on favorable terms may
also be limited by adverse economic conditions in Japan. Any such event may
have an adverse effect on our results of operation and financial condition.

Our credit losses on exposures to Japanese real estate-related companies and
construction companies may exceed our allowances for these loans

At March 31, 2002, we had loans outstanding of yen311,609 million to real
estate-related companies and construction companies. Of that amount, we
maintained an allowance for possible loan losses of yen31,045 million. Our
allowance for doubtful receivables on direct financing leases and possible loan
losses may be inadequate to cover credit losses on our loans to real estate
related companies and construction companies.

Japanese real estate-related companies and construction companies have
been severely affected by the collapse of the bubble economy in Japan. Because
of the large declines in real estate prices, these companies have suffered
enormous losses on investments in real estate and loans secured by real estate.
Some of these losses have been recognized in the financial statements of these
companies and some have not. Companies in these sectors are suffering from
other difficult business conditions resulting from the collapse of the bubble
economy, including the lack of liquidity in the real estate market and a
decrease in major development projects. Therefore, these companies may have
difficulty paying amounts due on loans. In addition, the value of real estate
collateral securing our loans from real estate-related companies and
construction companies may further decline. This may prevent us from fully
recovering our loans to those companies if they default on their obligations.

Our business may continue to be adversely affected by adverse economic
conditions in the United States

A portion of our revenue is derived from our operations in the United
States, and we have significant investments in securities of US issuers. The US
economy has shown slow growth since the second half of the year ended March 31,
2001, accompanied by declining stock prices and corporate earnings, and
according to some authorities is currently in recession. Our results of
operations have been and may continue to be adversely affected by adverse
economic conditions in the United States. Adverse effects on our US operations
might include:

o an increase in provisions for doubtful receivables and possible loan
losses if the financial condition of our US customers deteriorates;
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o an increase in write-downs of securities and other investments if the
market values of securities continue to decline and such declines are
not expected to be temporary or as a consequence of the insolvency of
issuers; and

o an increase of losses on sale of or unrealized loss on real estate
holdings if the value of our real estate in the United States
declines significantly.

Adverse developments affecting other Asian economies may continue to
adversely affect our business

The economies of Hong Kong, Indonesia, Malaysia, Korea and other Asian
countries where we operate have experienced problems since the second half of
1997. Although economic conditions in some of these countries have improved, we
may suffer losses on investments in these countries and poor operating results
on our businesses in these countries if these countries experience

o declines in the value of the local currency,
o declines in gross domestic product,

o declines in corporate earnings,

o political turmoil, or

o stock market volatility.

These and other factors could result in

o lower demand for our services,
o further deterioration of credit quality of our customers in Asian
markets,
4
o the need to provide financial support to our Asian subsidiaries or

affiliates, or
o further write-offs of Asian assets.

Changes in market interest rates and currency exchange rates could adversely
affect our assets and our financial condition and results of operations

We are subject to risks relating to changes in market rates of interest
and currency exchange rates.

Significant increases in market interest rates, or the perception that an
increase may occur, could adversely affect our ability to originate new
transactions, including direct financing leases and loans, and our ability to
grow.

On the other hand, a decrease in interest rates could result in faster
prepayments of loans. In addition, changes in market interest rates could
affect the interest income that we receive on interest-earning assets
differently than the interest rates we pay on interest-bearing liabilities.
This could increase our interest expense more than our revenues. An increase in
market interest rates could make some of our floating-rate loan customers
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default on our loans to them.

Not all of our assets and liabilities are matched by currency. As a
consequence, rapid or significant changes in currency exchange rates could have
an adverse impact on our assets and our financial condition and results of
operations.

We may suffer losses on our investment portfolio

We hold large investments in debt and equity securities, mainly in Japan
and the United States. At March 31, 2002, the book wvalue of our investments in
securities was yen861,336 million. We may suffer losses on these investments
because of changes in market prices, defaults or other reasons. 6.2% of our
investment in securities at March 31, 2002 was marketable equity securities,
mainly common stock of Japanese listed companies. The market values of these
equity securities are volatile and have declined substantially in recent years.
Unrealized gains and losses on equity securities are generally recorded in
shareholders' equity, net of income taxes, and are not directly charged to
income. However, declines in market value on available-for-sale securities are
charged to income if we believe that these declines are other than temporary.
We recorded yenl0,848 million in charges of this kind in the year ended March
31, 2001 and yenl9,742 million in charges of this kind in the year ended March
31, 2002. We may have to record more charges of this kind in the future.

We have substantial investments in debt securities, mainly long-term
corporate bonds with fixed interest rates. We may realize losses on investments
in debt securities as a result of issuer defaults or deterioration in issuers'
credit quality. We may also realize losses on our investment portfolio if
market interest rates increase. Current market interest rates for
yen—-denominated obligations are particularly low.

We may suffer losses if we are unable to remarket leased equipment
returned to us

We lease equipment under direct financing leases and operating leases. In
both cases there is a risk that we will suffer losses at the end of the lease
if we are unable to realize the residual value of the equipment that is
estimated at the beginning of the lease. This risk is particularly significant
in operating leases, because the lease term is much shorter than the useful
life of the equipment. If we are unable to sell or re-lease the equipment at
the end of the lease, it may not recover our investment in the equipment and it
may suffer losses. Our estimates of the residual value of equipment are based
on current market values of used equipment and estimates of when and how much
equipment will become obsolete. If equipment values and product market trends
differ from our expectations, such estimates may prove to be wrong.

Our allowance for doubtful receivables on direct financing leases and
possible loan losses may be insufficient

We maintain an allowance for doubtful receivables on direct financing
leases and possible loan losses. This allowance reflects our judgment of the

loss potential, after considering factors such as:

o the nature and characteristics of obligors,

o economic conditions and trends,
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o charge-off experience,

o delinquencies,

o future cash flows, and

o the value of underlying collateral and guarantees.

We cannot be sure that our allowance for doubtful receivables on direct
financing leases and possible loan losses will be adequate over time to cover
credit losses in these portfolios. This allowance may turn out to be inadequate
if adverse changes in the Japanese economy or other economies in which we
compete or discrete events adversely affect specific customers, industries or
markets. If our allowance for doubtful receivables on direct financing leases
and possible loan losses is insufficient to cover these changes or events, we
could be adversely affected.

We may lose market share or suffer reduced interest margins if our
competitors compete with us on pricing and other terms

We compete primarily on the basis of pricing, terms and transaction
structure. Other important competitive factors include industry experience,
client service and relationships. From time to time, our competitors seek to
compete aggressively on the basis of pricing and terms and we may lose market
share if we are unwilling to match our competitors because we want to maintain
our interest margins. Because some of our competitors are larger than us and
have access to capital at a lower cost than we have, they may be better able to
maintain profitable interest margins while still reducing prices. To the extent
that we match our competitors' pricing or terms, we may experience lower
interest margins.

Our access to liquidity and capital may be restricted by economic conditions

Our primary sources of funds are cash flow from operations, borrowings
from banks and other institutional lenders, and funding from capital markets
activities, such as offerings of commercial paper, medium-term notes, straight
bonds, asset-backed securitizations and other debt securities. A downgrade in
our credit ratings could result in an increase in our interest expense and
could have an adverse impact on our ability to access the commercial paper
market or the public and private debt markets, which could have an adverse
effect on our financial position and liquidity. Even if we are unable to access
these markets on acceptable terms, we have access to other sources of
liquidity, including bank borrowings, cash flow from our operations and sales
of our assets. We cannot be sure, however, that these other sources will be
adequate if our credit ratings are downgraded or other adverse conditions
arise.

We continue to rely significantly on short-term funding from Japanese
commercial banks. Only a portion of this funding is provided under committed
facilities. We also rely on the capital markets as a funding source, including
the commercial paper and corporate bond markets. We are taking steps to reduce
refinancing risks by diversifying our funding sources and increasing committed
credit facilities from Japanese banks and foreign banks. Despite these efforts,
committed credit facilities are subject to financial and other covenants and
conditions to drawdown, including minimum net worth requirements, and the risk
that we will be unable to roll over other short-term funding remains.

Inability to assert claims against independent auditors
Our consolidated financial statements as of March 31, 2001, and 2002 and

for the three years ended March 31, 2002 included in this Annual Report have
been audited by Asahi & Co., independent public accountants and a member firm
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of Andersen Worldwide SC.

It has been reported in the press that Arthur Andersen LLP, which is the
US member firm of Andersen Worldwide SC, is under investigation by wvarious
agencies of the US government for its role as independent auditors of Enron
Corp. and its subsidiaries ("Enron") and that Arthur Andersen LLP has been
convicted in a US federal court on obstruction of justice charges. It has also
been reported that shareholders and employees of Enron have commenced legal
proceedings against Arthur Andersen LLP seeking substantial damages related to
its audit of Enron. Arthur Andersen LLP may suffer significant financial and
reputational loss as a result of such investigations and actions, including as
a result of substantial damage or settlement payments and loss of audit clients
and employees, which may ultimately lead to its insolvency and dissolution.

Asahi & Co. has informed ORIX that:

o while it receives certain technical assistance and support from
Arthur Andersen LLP as a member firm of Andersen Worldwide SC in
connection with its audit of our financial statements which are
prepared in accordance with US GAAP, Asahi & Co. is a legal entity
separate from Arthur Andersen LLP and therefore does not expect to
incur any direct or indirect liability as a result of any
investigations or legal actions against Arthur Andersen LLP;

o Asahi & Co. may seek an affiliation with, or pursue a merger or other
combination with another accounting firm in Japan affiliated with,
one of the other leading US accounting firms; and

o Asahi & Co. has entered into a binding cooperation agreement with
KPMG International to provide Asahi & Co. with technical and other
services.

However, there is no assurance that developments affecting Arthur Andersen
LLP will not have a material adverse effect on the financial condition of Asahi
& Co. Asahi & Co. may not be able to establish a relationship with one of the
other leading US accounting firms, through a combination with another Japanese
accounting firm or otherwise. Furthermore, it is possible that the entity
resulting from any such combination will not legally succeed to or otherwise
assume the liabilities of Asahi & Co. Accordingly, there is no assurance that
investors in ORIX securities will be able to assert any claims against, or
recover any damages from, Asahi & Co. or its legal successors in respect of
this Annual Report, including the consolidated financial statements of ORIX
included herein.

Efforts by other companies to reduce their cross-shareholdings may
adversely affect market prices for the Shares

Many companies in Japan have announced plans to reduce their
cross—-shareholdings in other companies. Our own dispositions of other
companies' shares could encourage those companies to dispose of Shares.
Dispositions by other companies of Shares may adversely affect market prices
for the Shares.

We expect to be treated as a passive foreign investment company

We expect, for the purpose of US federal income taxes, to be treated as a
passive foreign investment company because of the composition of our assets and

11
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the nature of our income. If an investor in our securities is a US person,
because we are a passive foreign investment company, such investor will be
subject to special US federal income tax rules that may have negative tax

consequences on a disposition of such securities or on receipt of certain

distributions on such securities and will require annual reporting.

If you hold fewer than 100 shares, you will not have all the rights of
shareholders with 100 or more shares

100 shares constitute one "unit". A holder who owns fewer than 100 shares,
or ADRs evidencing fewer than 200 ADSs, will own less than a whole unit. The
Japanese Commercial Code restricts the rights of a shareholder who holds shares
of less than a whole unit. In general, holders of shares constituting less than
a unit do not have the right to vote, to bring derivative actions or to examine
the books and records of the issuer. Transfers of shares constituting less than
one unit are significantly limited. Under the unit share system, holders of
shares constituting less than a unit have the right to require us to purchase
their shares. However, holders of ADRs are unable to withdraw underlying shares
representing less than one unit. Therefore, as a practical matter, they cannot
require us to purchase these underlying shares. As a result, holders of ADRs
with shares in lots of less than one unit may not have access to

the Japanese markets through the withdrawal mechanism to sell their shares. The
unit share system does not affect the transfer of ADSs, which may be
transferred in lots of any size.

Foreign Exchange Fluctuations May Affect the Value of the ADSs and Dividends

Market prices for the ADNs or ADSs may fall if the value of the yen
declines against the U.S. dollar. In addition, the amount of principal,
interest and other payments made to holders of ADNs or cash dividends and other
cash payments made to holders of ADSs would be reduced if the value of the yen
declines against the U.S. dollar.

Item 4. Information on the Company.
General

ORIX Corporation is a corporation (kabushiki kaisha) formed under Japanese
law. Our principal place of business is at 3-22-8 Shiba, Minato-ku, Tokyo
105-8683, 813-5419-5000. E-mail: koho@orix.co.jp; URL: www.orix.co.jp

Corporate History

ORIX was founded as a Japanese corporation in 1964 in Osaka, Japan as
Orient Leasing Co., Ltd., a specialist in equipment leasing. We have grown over
the succeeding decades to become one of Japan's largest and most innovative
financial services companies, providing a broad range of commercial and
consumer finance products and services.

Our historical development has until recently closely paralleled the
expansion and globalization of the Japanese economy. Our initial expansion
occurred just prior to a period of sustained economic growth in Japan that
began in 1965 and lasted through the early 1970s. The Japanese leasing industry
gradually matured over the course of the 1970s. During this period, we
continued to grow rapidly by expanding and diversifying our range of products
and services, as well as through overseas expansion. In 1971 we established our
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first overseas office in Hong Kong, which became a base for regional expansion.
In April 1970 ORIX listed its shares on the second section of the Osaka
Securities Exchange. From February 1973 the shares have been listed on the
first sections of the Tokyo, Osaka, and Nagoya stock exchanges.

In 1973, to respond to the outsourcing needs of our corporate clients for
automobile management, we established ORIX Auto Leasing Corporation, which
exclusively leases automobiles. In 1976, we entered the domestic rental segment
as we established ORIX Rentec Corporation, which rents measurement equipments
to corporations.

In the 1980s, the Japanese financial sector began a process of gradual
deregulation, while the yen became a significant international currency. New
entrants and competition within the leasing industry increased, prompting us
and other leasing companies to provide more specialized and sophisticated
services and to increase international leasing activities. During this period,
we continued to expand our range of products and services, and placed increased
emphasis on identifying and exploiting synergies among our various business
units to make optimal use of corporate resources. In March 1986, we acquired
ORIX Securities Corporation (then Akane Securities K.K.) and expanded the range
of our financial products and services. In 1989, we changed our name to ORIX
Corporation, reflecting our increasingly international profile and
diversification from the leasing business.

Since the early 1990s, the Japanese economy has experienced a protracted
period of economic stagnation and, in recent years, instability within the
financial sector. However, we have continued to diversify into other financial
activities. For example, in 1990, we commenced the structuring and sale of
commodities funds within Japan and, in 1991, we entered the life insurance
business. We have also actively pursued real estate development, finance and
management operations, using a variety of resources to provide total solutions
to our customers' financing needs.

We have also sought to enter into Japan's personal financial services
markets. In this regard, in 1997, we established a Personal Financial Services
Department. In April 1998, we acquired ORIX Trust and Banking Corporation (then
Yamaichi Trust & Bank, Ltd.). This acquisition provided us with a general
banking license, which

includes permission to accept deposits, and a trust business license. Our
housing loan and card loan operations have grown to become a significant part
of these retail operations.

In September 1998, we became the twelfth Japanese company to list our
shares on the New York Stock Exchange.

Deregulation in Japan has produced a more dynamic market environment that
we believe will bring significant changes in our principal businesses. To
sustain our position in financial services and support profitability, we are
working to augment our specialized capabilities and to exploit business
opportunities presented by this environment. For example, we have reorganized
our Investment Banking Headquarters and Real Estate Finance Headquarters to
ensure that the extensive experience and sophisticated know-how gained over
many years can be effectively utilized to develop and provide value-added and
specialized services.

Capital Expenditures
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We are a financial institution with significant leasing, real estate
development and other operations based on investment in tangible assets. As
such, we are continually acquiring and building such assets as part of our
business. A detailed discussion of these activities is presented elsewhere in
this annual report, including in "Item 4. Information on the Company" and "Item
5. Operating and Financial Review and Prospects."

We also have made a number of acquisitions of significant investments in
other companies. Some of our more significant recent transactions are described
below.

In July 1999, we acquired the lease and rental operations of NEC Home
Electronics Lease Ltd., consisting primarily of direct financing lease
receivables, for approximately yenb55 billion. These operations were conducted
by ORIX Media Supply. Financing lease receivables were subsequently transferred
to ORIX, and in April 2001 we sold this subsidiary to Sogo Medical Corporation.

In July 1999, we acquired the remaining stake in Banc One Mortgage Capital
Markets, LLC in the United States, previously our joint venture with Bank One
Corporation, a major US bank holding company, to increase our securitization
capability and ability to service commercial property loans. As a result,
investment in securities and installment loans increased $363 million and $149
million respectively. Banc One Mortgage Capital Markets, LLC has been renamed
and currently operates as ORIX Capital Markets, LLC.

In September 2000, a consortium led by us, Softbank Corporation and The
Tokio Marine and Fire Insurance Company, Ltd. purchased all the shares of
common stock of the Aozora Bank, Ltd. (then Nippon Credit Bank of Japan) from
the Japanese Deposit Insurance Corporation. We acquired a 14.99% stake in the
bank, and our investment amounted to approximatelyyenl5 billion.

In April 2001, we acquired the operating assets and employees of Nihon
Jisho. The assets include office buildings and residential rental properties
owned and operated by Nihon Jisho, land for residential subdivision
development, and shares in subsidiaries involved in building maintenance and
real estate appraisal businesses. At the date of the acquisition, these assets
amounted to yen23 billion.

In July 2001, we acquired a 100%-owned leasing subsidiary of Senko Co.,
Ltd., a major transportation company based in Osaka. The acquisition of this
subsidiary, with yenl5 billion in total assets, marked our initial entry into
the truck leasing market, a strategic priority. Shortly afterward, we
significantly expanded on this market entry with the acquisition in September
2001 of an 80% interest in IFCO Inc. ("IFCO") from Isuzu Motors Limited, which
continues to hold the remaining 20% interest. We acquired our 80% interest at a
price of yen20 billion. IFCO is a truck leasing company with approximately
67,000 vehicles under lease and approximately yen300 billion in total assets as
of September 30, 2001.

We purchased yenl32 billion of housing loans from Asahi Mutual Life
Company ("Asahi Mutual Life") in December 2001.

In March 2002, we acquired 22.14% of the outstanding common shares of Fuji

Fire and Marine Insurance Co. Ltd. ("Fuji Fire & Marine"). Under this
agreement, the American International Group ("AIG") also obtained a
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similar 22.14% stake in Fuji Fire & Marine. We purchased 108,768,000 shares at
yenlé66 per share, for approximately yenl8 billion.

Prior to and during the year ended March 31, 2002, we purchased
approximately yenl00 billion of real estate in connection with our
establishment of a real estate investment corporation sponsored by ORIX ("the
JREIT"), the investment units of which have been listed on the Tokyo Stock
Exchange in June 2002. This real estate is included in other operating assets.
Subsequent to completion of the offering of investment units of the JREIT,
these assets no longer remain on our consolidated balance sheets. We retained
approximately 20% of the investment units of the JREIT. In connection with the
public offering of the investment units, we received the proceeds of
approximately yen50 billion.

In March 2002, we reached an agreement with Hiroshima Sogo-Bank, Ltd. to
form a strategic business alliance in which we purchased 95% of the outstanding
shares of Hiroshima Sogo Leasing Co., Ltd. with Hiroshima Sogo-Bank, Ltd.
retaining the remaining 5%. Hiroshima Sogo Leasing Co., Ltd. has assets of
approximatelyyen27 billion.

On May 24, 2002, we announced that it had reached a basic agreement with
Nippon Steel Corporation and Nippon Steel Trading Co., Ltd. to purchase 90% and
10% of the outstanding shares of Nittetsu Lease Co., Ltd. and Nittetsu Leasing
Auto Co., Ltd., respectively, from Nippon Steel Trading Co., Ltd. The purchase
is scheduled to be completed in July 2002. Nittetsu Lease Co., Ltd. had a book
value in total assets of approximatelyyenl37 billion as of March 31, 2002.

In general, we seek to expand and deepen our product and service offerings
and enhance our financial performance by pursuing acquisition opportunities.
Particularly in the current economic market environment in Japan, we believe
there are numerous attractive potential acquisitions. We are continually
reviewing acquisition opportunities, and is selectively pursuing several such
opportunities. We have in the past deployed a significant amount of capital for
acquisition activities, and expects to continue to do so.
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Our Portfolio

The following chart shows the breakdown of our portfolio of businesses as
of March 31, 2002.

Business profile Major customers

Direct financing leases

Information-related and office Middle market corporate customers ORIX
equipment Shipping companies ORIX
Industrial equipment Airline companies ORIX
Construction and civil IFCO
engineering machinery ORIX
Commercial services equipment ORIX
Automobiles ORIX
Marine vessels PT. O
Aircraft ORIX
ORIX

ORIX

Major operating c

Corporation

Auto Leasing Corpo
Alpha Corporation
Inc.

Asia Limited
Financial Services
Leasing Malaysia B
RIX Indonesia Fina
Leasing Pakistan L
Australia Corporat
Europe Limited
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Operating leases

Measuring and analytical
equipment

Automobiles

Marine vessels

Aircraft

Real estate

Installment loans
Corporate finance
Housing loans

Card loans

Other consumer loans

Life insurance

Life insurance products sold
through agents and directly
to consumers

Other operations

Securities brokerage

Trust banking

Securities investment

Venture capital investment
Securities and futures trading
Alternative investment

Business profile

Commodities funds

Insurance agency services

Ship management

Real estate development and
management

Asset management

Leisure facility management

Golf course management

Training facilities management

Driving school

Commercial mortgage servicing

Hotel management

Professional baseball team

Environmental services

Middle market corporate customers
Shipping companies
Airline companies

Middle market corporate customers
Consumers

Middle market corporate customers
Consumers

Consumers
Middle market corporate customers
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Major customers

ORIX Corporation

ORIX Rentec Corporation
ORIX Rent—-A-Car Corpora
ORIX Real Estate Corpor
ORIX Australia Corporat
ORIX Aviation Systems L

ORIX Corporation

ORIX Trust and Banking
ORIX Credit Corporation
ORIX Club Corporation

ORIX Asia Limited

ORIX Leasing Malaysia B
PT. ORIX Indonesia Fina
ORIX Financial Services

ORIX Europe Limited
ORIX IRELAND LIMITED

ORIX Life Insurance Cor

ORIX Corporation

ORIX Securities Corpora
ORIX COMMODITIES Corpor
ORIX Capital Corporatic
ORIX Estate Corporation

Major operating c

ORIX Real Estate Corpor
ORIX Asset Management C
ORIX Asset Management a

Services Corporation

ORIX Investment Corpora
ORIX Trust and Banking

ORIX USA Corporation
ORIX Asia Limited

ORIX Capital Markets,
ORIX Real Estate Equiti
ORIX Investment and Man

Private Limited
ORIX Europe Limited
ORIX IRELAND LIMITED
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The following table sets out certain information as of March 31, 2002 with
respect to the Company's significant subsidiaries including for each subsidiary
the name, country of incorporation of residence, and proportion of ownership
interest (direct or indirect) by ORIX:

Company Principal business Country
Japan
ORIX Alpha Corporation.......... Leasing, Lending Japan
ORIX Auto Leasing Corporation... Automobile Leasing Japan
ORIX Rentec Corporation......... Precision Measuring Japan
and OA Equipment Rentals

ORIX Credit Corporation......... Consumer Loans Japan
ORIX Capital Corporation........ Venture Capital Japan
ORIX Rent-A-Car Corporation..... Automobile Rentals Japan
ORIX Securities Corporation..... Securities Brokerage and Online Trading Japan
ORIX Estate Corporation......... Real Estate and Leisure Facility Management Japan
ORIX COMMODITIES Corporation.... Securities and Futures Trading Japan
ORIX Club Corporation........... Consumer Loans Japan
ORIX Life Insurance Corporation. Life Insurance Japan
ORIX Trust and Banking Japan

Corporation.................. Trust, Banking Services and Housing Loans
ORIX Real Estate Corporation.... Real Estate Development and Management Japan
ORIX Asset Management and Loan

Services Corporation......... Loan Servicing Japan
ORIX Investment Corporation..... Alternative Investment Japan
ORIX Asset Management

Corporation.................. REIT Management Japan
IFCO INC. v i vt ittt tieieinnnnees Automobile Leasing Japan

Asia & Oceania
ORIX Investment and Management

Private Limited.............. Venture Capital Singapore
12
Company Principal business Country

ORIX Asia Limited............... Leasing and Investment Banking China (Hong Kong)
ORIX Leasing Malaysia Berhad.... Leasing, Lending, Hire Purchase Malaysia
PT. ORIX Indonesia Finance...... Leasing, Automobile Leasing Indonesia
ORIX Australia Corporation

Limited......ciiiinnan.. Leasing, Automobile Leasing and Rentals Australia

Middle East & North Africa
ORIX Leasing Pakistan Limited... Leasing, Automobile Leasing, Lending Pakistan

North America

ORIX Capital Markets, LLC....... Loan Servicing, Corporate Debt Investment USA
ORIX USA Corporation............ Investment Banking, Leasing USA
ORIX Real Estate Equities, Inc.. Real Estate Development and Management USA
ORIX Financial Services, Inc.... Leasing, Lending USA
Europe
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ORIX Europe Limited............. Corporate Financing

ORIX IRELAND LIMITED............ Accounting and Administration Services
ORIX Aviation Systems Limited... Aircraft Leasing

Strategy

Business strategy
Strengthening core middle market cross selling activities

The key to our strategy in Japan is a nation-wide corporate network that
allows us to serve a core customer base comprised mainly of small and
medium-sized companies. This client base forms the foundation of our strategy
of cross-selling a variety of products and services to our clients. We are
working to further strengthen these cross-selling activities by increasing our
client base and expanding the range of innovative and value-added financial
solutions that we can provide.

In efforts to increase the client base, we are pursuing three strategies.
First, we continue to leverage our existing sales force, which includes the
sales personnel of the parent company and those of subsidiaries and affiliates,
to search out new contacts. Second, ORIX has a program called ORIX Quick Lease,
in which small-ticket leases are offered through vendors and other
distributors. In this program, the vendors are in direct contact with customers
and ORIX carries out the credit evaluation and administration. ORIX evaluates
the applications for such leases, identifying and contacting potential
candidates for other products that ORIX provides. Management believes that this
strategy should continue to allow ORIX to efficiently search out new
opportunities for cross-selling. Third, ORIX has made a number of substantial
acquisitions in recent years, which has allowed it to expand our customer base.
From these acquisitions ORIX can approach the existing clients of the acquired
company to offer our other products and services.

Members of our sales force act as both marketing agents and collectors of
information on market demand. After meeting with customers and assessing their
needs, sales personnel offer suitable products from specialized sections within
ORIX such as ORIX Auto Leasing, ORIX Life Insurance, ORIX Trust and Banking,
ORIX Securities, the Investment Banking Headquarters or the Real Estate Finance
Headquarters. The marketing staff also provides

13

information on market developments to these specialized sections in order that
they can develop products tailored to customer demands.

Increasing profitability through greater specialization

Our efforts to provide more innovative and value-added products support
our strategy of increasing profitability through greater specialization. The
demands of our customers are diverse and require sophisticated solutions. A
traditional approach to financing, especially in the low-margin environment
prevailing in Japan, would not enable ORIX to meet financial objectives. In
order to satisfy the increasingly sophisticated financing needs of our
customers and increase profitability, ORIX continues to expand our areas of
specialization by offering training to existing employees, employing outside
specialists and implementing organizational reforms to promote synergies
amongst different sectors within ORIX. In addition, ORIX has made a number of
acquisitions of companies with specialist capabilities. Recent examples include

UK
Ireland
Ireland
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two building maintenance companies, and IFCO, a specialist truck lessor.

An important component of this focus on specialization is to increase the
fee component of financial services. Particularly in Japan, where interest
rates remain at record low levels and competition in the financing business is
intense, it is necessary to create value by concentrating on providing
value—-added services along with financing. For example, ORIX Auto Leasing
provides automobile fleet leasing to corporate clients that includes not only
financing, but also service contracts that increase the overall profitability
of the auto leasing business.

Pursuing investment banking opportunities

Based on our extensive experience in corporate finance and real
estate-related businesses, we are pursuing a number of investment banking
opportunities. These activities are conducted primarily by the Investment
Banking Headquarters and the Real Estate Finance Headquarters located in the
parent company, ORIX Corporation. Both these areas are important components of
efforts to increase profitability through greater specialization. ORIX will
continue to leverage our existing marketing network to gather information and
provide investment banking services to our core customer base of small and
medium-sized enterprises and pursue new sources of revenues, including
investment banking and advisory fee businesses.

In order to promote more synergies, ORIX established the Investment
Banking Headquarters in August 2000 by combining a number of teams and
specialists that were spread throughout the company and were involved in
investment banking activities. Our sales staff began receiving incentives based
on the information that they gather for the investment banking business and it
believes the potential in this area is substantial.

Part of our investment banking strategy includes making selective equity
investments in existing companies. ORIX intends to provide the necessary
expertise, information and human resources from the ORIX network, with the goal
of raising the market value of the companies in which it invests and realizing
capital gains when such companies are listed or sold.

Related to this investment banking focus is the strengthening of our real
estate-related finance operations. ORIX formed the Real Estate Finance
Headquarters to restructure and concentrate resources from a number of
subsidiaries into one specialized section and to leverage our existing
strengths in order to better position ourself to take advantage of deregulation
and structural changes in the real estate market in Japan and the opportunities
created thereby. We are one of the few companies in Japan that have the
expertise to handle both the financing as well as the development, leasing and
management of real estate. In addition, ORIX has been able to transfer know-how
from our real estate operations in the United States and combine such
experience with our expertise in the Japanese market.

In addition, with the restructuring of financial markets in Japan and
deregulation that has opened up more opportunities for loan servicing
companies, we have expanded our operations in loan servicing via our
wholly-owned subsidiary, ORIX Asset Management and Loan Services Corporation
("OAMLS") that was established in 1999. OAMLS is now a major player in the
distressed asset business in Japan. OAMLS also became the first company to be
rated as a master, primary and special servicer in Japan, receiving the second
highest ranking in all three categories by Standards and Poor's. ORIX expects
the loan servicing business to become an important fee
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business in the coming years. In 2000, ORIX also established ORIX Asset
Management to engage in the management of JREITs.

Growing retail financial services

ORIX believes that the retail financial services market in Japan has
strong growth potential, aided by deregulation and growing consumer demand for
innovative and attractive products and services. The range of products now
offered by ORIX includes:

o Life insurance and medical insurance
o Bank deposits

o Housing loans

o Consumer card loans

o Small-lot commodities funds

o Discount brokerage services

We are taking advantage of direct marketing methods and technologies to
make our products available and attractive to retail customers on a
cost—-effective basis. For example, ORIX Life Insurance markets life insurance
through newspaper advertisements and the Internet rather than through sales
offices and agents, thereby reducing costs and insurance premiums. ORIX Trust
and Banking also reduces our administrative costs for direct deposits by
servicing our customers over the Internet and by telephone, thus allowing it to
offer higher interest rates on our deposits.

As part of this retail strategy, We are also making efforts to strengthen
the ORIX brand. ORIX Create Corporation was established in 1999 to build and
manage the ORIX brand and has focused our efforts on creating, maintaining and
promoting the ORIX brand in the retail financial markets.

Pursuing selected international opportunities

By actively pursuing selected business opportunities in the Americas,
Asia—-Oceania, Europe, the Middle East and Northern Africa, ORIX has been able
to take advantage of our expertise in leasing and other financial services to
expand into these local markets while diversifying our sources of income.
International operations have also allowed ORIX to introduce new products and
services from overseas markets into the Japanese market.

The United States, where ORIX has operated since 1974, is likely to
continue to be the largest single concentration of international operations,
and ORIX expects to continue the strategy of focusing on selected specialized
areas in leasing, corporate lending, real estate development and management,
the corporate and real estate debt market, and commercial mortgage-backed
securities business.

Despite recent economic deterioration in a number of Asian markets where
ORIX operates, ORIX intends generally to maintain our present operations, and
may pursue selected opportunities to expand our business in these markets if
attractive opportunities arise.

In all geographic areas, ORIX will focus on areas where it expects to be
able to utilize our existing expertise to expand operations or acquire
specialized knowledge in particular financial services in order to pursue
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opportunities outside of Japan.
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The Leasing Market in Japan

The Japanese leasing industry is highly fragmented, with 310 companies
registered with the Japan Leasing Association as of March 31, 2002. In addition
to these companies, a number of large credit companies not registered with the
Japan Leasing Association also finance installment sales, which from the
customer's perspective are economically similar to lease contracts. Except as
otherwise noted, the data below is derived from data published by the Japan
Leasing Association. Comparable data is not available for installment sales.

In fiscal 2002, the total annual value of new lease contracts reported by
the Japan Leasing Association was yen7,734 billion. The value of new lease
contracts in fiscal 2002 based on purchase costs represented 8.71% of total
private fixed investment in Japan, as estimated by the Cabinet Office, a
ministry of the Central Japanese Government. These leases include only
financing leases as defined under Japanese GAAP, and as a result do not include
installment sales contracts classified under U.S. GAAP, and by us, as direct
financing leases.

The largest segment of financing leases in fiscal 2002 was
information-related equipment (including computers and related equipment),
which represented 39.8% of the total value of lease contracts, followed by
industrial equipment (17.8%) and commercial service equipment (14.4%).

Small and medium-sized companies represented 45.1% of the total customer
base in Japan as measured by value of lease contracts, while large companies
comprised 47.7% of the customer base.

The following tables contain some additional information regarding the
Japanese leasing market. The figures for the year ended March 31, 2002 in the
Annual New Lease Contracts table are preliminary estimates. The figures for
private fixed investments are estimates provided by the Cabinet Office.

Lease Financings by Equipment Type

Years ended March 31,

1998 1999 2000 200
Information-related equipment................ 42.4% 44.0% 43.6% 39.
Industrial equipment........c.coiiiiiinnnnn.. 18.1 16.7 18.4 18.
Commercial service equipment................. 14.6 14.5 13.8 15.
Office equipment...... ...ttt ennnnn 8.7 8.1 8.1 8.
Transportation equipment..................... 7.2 6.6 6.5 7.
Medical equipment........coiiii it innnnnennnn 3.4 3.8 3.9 4.
Other. o e e e 5.6 6.3 5.8 7.

Annual New Lease Contracts

Year ended March 31,
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(Billions of yen)

Total receivables under new lease contracts.. yen7, 930 yen7,145 yen7,402
Annual new lease contracts (cost basis)...... 7,018 6,315 6,586
Private fixed investment.............c0..o... 83,571 77,797 75,232
Annual new lease contracts as a percentage

of private fixed investment............... 8.40% 8.12% 8.75%

Overview of Activities
Scope of domestic operations

Domestically our group 1s comprised as of March 31, 2002 of the Company,
100 subsidiaries, and a number of investments in affiliates. As of that date,
we employed approximately 8,250 staff in Japan excluding our affiliates, and
our domestic operations were serviced by a network of approximately 650 offices
throughout Japan.
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Approximately 78% of our revenues in the year ended March 31, 2002 were
generated by our domestic operations. Activities conducted principally through
subsidiaries include our automobile leasing business conducted by ORIX Auto
Leasing and our operating lease business for high-precision measuring equipment
and personal computers conducted by ORIX Rentec.

In addition to our leasing business, we have developed major operations in
areas such as the life insurance business conducted by ORIX Life Insurance and
real estate management and development conducted by ORIX Real Estate.

Scope of international activities

Since the establishment of our first overseas subsidiary in Hong Kong in
1971, we have competed in selected international markets through subsidiaries
and investments in joint ventures as affiliates. At March 31, 2002, we operated
in 21 countries outside Japan through 94 subsidiaries and affiliates. Our
overseas operations, including the affiliates, employ approximately 4,500
staff, and include a network of approximately 200 offices.

ORIX USA is our base for operations in the Americas. Stockton Holdings
Limited, an affiliate, conducts reinsurance operations and trades in futures.
In July 1999, we increased our ownership of Banc One Mortgage Capital Markets,
LLC from 45% to 100% and renamed the operations as ORIX Capital Markets, LLC,
which services commercial mortgage loans and corporate debt.

In the Asia and Oceania region, ORIX Asia, a Hong Kong operating
subsidiary, 1s engaged in leasing and installment sales operations and makes
housing loans. Singapore has also become an important center for our business
in the region.

ORIX also engages 1in leasing activities in other countries. Some of our
domestic subsidiaries, such as ORIX Rentec and ORIX Auto Leasing, have also

established overseas operations.

Profile of Businesses
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Domestic operations are conducted by ORIX and a number of subsidiaries and
affiliates.

In general, our domestic sales staff sells the full range of our products.
However, some staff, such as the real estate staff, have specialized functions.
Domestic subsidiaries, such as ORIX Auto Leasing, ORIX Rentec and ORIX Life
Insurance, offer opportunities for cross-selling and other coordinated
activities with our companies. Other subsidiaries serve more specialized
functions. Products and services of these subsidiaries are handled by their
dedicated sales staff, whose specialized training and experience are required
in the markets they serve.

Our main customer base is comprised of small and medium-sized businesses.
However, it has expanded our client base to large corporations in some business
segments, such as leasing of high-precision measuring equipment. We have also
targeted individual customers as a growth area in various business segments,
such as the card loan, housing loan, rent-a-car and life insurance businesses.

Through our various product lines and distribution channels, we provide a
variety of financing solutions responsive to the varying financing needs of our
customers. We offer financing alternatives that accommodate specific
maintenance, asset risk, cash flow, accounting, tax and other requirements of
our customers. In many of our financing operations, we are able to offer a
variety of financing alternatives for the same asset, including direct
financing leases, operating leases or installment loans. We also offer options
such as fixed or variable interest rates, principal installments and varying
prepayment or cancellation options.

The extensive experience of our staff in leasing and secured financing
allows them to effectively evaluate residual value risk and to manage equipment

and residual value risks by locating alternative users or purchasers. See
"--Management of residual assets".
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Direct financing leases
Direct financing leases are one of our core business activities. The table

below provides a geographical breakdown of our investment in direct financing
leases as of March 31, 2002:

As of March 31,

Investment in direct financing leases in:

8= = 5 o O yenl, 255,537
(O RS Y= = R 403,132
0 o= Y yenl, 658,669

As of March 31, 2002, the total balance of our investment in direct
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financing leases represented 30.0% of our total operating assets.

The table below provides a geographical breakdown of revenues from our
direct financing leases for the year ended March 31, 2002:
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Year ended March 3

Revenues from direct financing leases in:

8= == 5 o O yen84,151
OV S A S e v vt e vt ettt et ae et eeeeneeeeeeeeeaeeeeeeneeaeeen 37,763
0 i yenl21l,914

Our revenues from direct financing leases represented 18.5% of our total
revenues in the year ended March 31, 2002.

The typical direct financing lease is for one specific user, with
financial terms designed to recoup most, if not all, of the initial cost of the
equipment during the initial contractual lease term. Payments are usually made
monthly in a fixed amount. A direct financing lease is generally
non-cancellable during the term of the lease. The term of a typical direct
financing lease in Japan 1is approximately five years. We engage in direct
financing lease operations in Japan and in most countries in which we have
operations. Our direct financing lease operations cover most types of
equipment, broadly categorized into information-related and office equipment,
industrial equipment, commercial services equipment, transportation equipment,
and other equipment.

The following table shows the balance of direct financing lease assets by
category of equipment:

As of March 31,

(In millions of yen)

Information-related and office equipment..... yen 623,203 vyen 493,298 vyen 373,281
Industrial equipment........c.coiiiiiinnnnn.. 473,140 444,261 394,581
Commercial services equipment................ 273,730 224,080 194,809
Transportation equipment........... ... ...... 443,486 414,093 398,521
[ o 372,463 377,110 83,761

B0 = yen2,186,022 vyenl, 952,842 vyenl, 744,953

yen 334,
372,
193,
415,
342,
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The balance of investment in direct financing leases as of March 31, 2002
is essentially unchanged from that of the prior fiscal year-end, as a sharp
increase in the balance of transportation equipment leases primarily due to
acquisitions was offset by declines in other categories due to the
securitization of lease assets and a decline in the level of new contracts
compared with the previous fiscal year.

The above table does not include securitized lease assets. If securitized
assets were included the total balance of direct financing lease assets would
be yenl, 968,872 million as of March 31, 2001, and yen2,033,818 million as of
March 31, 2002.

At March 31, 2002, no single lessee represented more than 1% of our total
portfolio of direct finance leases. As of March 31, 2002, approximately 75.7%
of our direct financing leases were to lessees located in Japan, and
approximately 15.0% of our direct financing leases were to lessees located in
the United States.

The following table shows a breakdown of the components of investment in
direct financing leases:
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As of March 31,

1998 1999 2000 2001

(In millions of yen)
Minimum lease payments receivable............ yen2,348,361 vyen2,100,934 vyenl, 881,289 vyenl,

Estimated residual value.......c.ouiiiiweenn.. 64,052 58,827 57,900

Initial direct COSLS . vt i i ittt it i ie i eieeeenn 28,294 29,374 26,042
Unearned lease 1NnCOME. ... eie e reneeneennnn (254, 685) (236,293) (220,278) (
8 i yen2,186,022 vyenl, 952,842 vyenl, 744,953 vyenl,

Information-related and office equipment

Information-related and office equipment includes computers and related
equipment, as well as communication-related equipment. Japanese companies have
significantly increased investment in information systems, and outsourcing by
Japanese firms has increased the importance of lease financing. This category
represents a major portion of our direct financing lease portfolio, reflecting
our strategy to focus on profitable small-ticket leasing. Profitability was
emphasized and contracted lease balances were stringently monitored. In
addition, due to the small-lot nature of this type of agreement, lease assets
in this market were often securitized, causing a decline in balance. We have
also employed vendor programs in this sector to improve the efficiency of our
origination activities, and we have systematized the contract process and
automated credit evaluation. In the small-ticket lease sector we compete mainly
with captive and non-captive credit companies rather than traditional leasing
firms. We compete with these firms by maintaining a nationwide network of sales
offices. We have been successful in penetrating the market. In particular we
have developed a new customer base through our relationships with dealers and
distributors. We also provide a range of complementary products and services.
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Industrial equipment

Industrial equipment primarily consists of construction and heavy
equipment, and pulp and paper milling equipment. The balance of investment in
industrial machinery has decreased in line with the lower level of new
contracts compared to previous year due to depressed domestic demand and the
slowdown of the US economy.

Commercial services equipment

Commercial services equipment includes gaming machines, cash registers,
showcases and point-of-sales systems. Despite an overall decline in Japanese
personal consumption, the balance of investment in commercial services
equipment has declined only slightly.

Transportation equipment

Transportation equipment within the direct financing lease portfolio
consists almost entirely of automobile fleet leasing to corporate clients. ORIX
Auto Leasing and IFCO, 80% of which was acquired in September 2001, are our
main companies handling domestic operations. We also have automobile leasing
companies in several countries in Asia and Oceania. This segment has become
important in the direct financing lease portfolio as the demand for auto
leasing services has increased both in Japan and in our overseas markets.
Domestic demand for automobile leasing services has increased due to the
general trends towards outsourcing and greater acceptance of fleet leasing by
corporate customers. In addition, there is an increasing trend for Japanese
companies not to own their own vehicle fleets, particularly when dealer
negotiation, maintenance and the payment of taxes, insurance and other costs
can be handled by one vendor, such as us.

We maintain a nationwide service network of approximately 8,000 agents and
repair shops with which we have entered into arrangements to provide services
for our leased automobiles. To further upgrade automobil