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 The organization of the Metals & Coal Division is built around the 
products and functions that it delivers and currently consists of five 
business departments groups. 

 The Coal & Iron Ore Department  conducts coal and iron ore 
trading while the Coal & Mineral Resources Development 
Department is responsible for the development, upkeep, and 
management of upstream interests. The Metal One Business Office, 
meanwhile, manages Metal One Corporation, a company in which 
Sojitz holds a 40% stake, and also engages in steel-related 
transactions. 

 We develop operations under three business models: trading, 
upstream resource  interests, and businesses. In this case, 
“businesses” refers to investment in operating companies and 
management of wholly owned subsidiaries, with specific companies 
including Metal One as well as Sojitz Ject Corporation, which sells 
carbon materials, and Vermitech Corporation, which processes 
exfoliated vermiculite in South Africa. 
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 This map shows the trading routes of the various products handled 
in our trading operations, which is one of our three business 
models. 

 Certain industrial minerals are exported from Japan, but the 
majority of our trading operations involves selling resources 
produced overseas to Japan and a wide-range of Asian countries. 
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 This map displays the locations of sites used in the other two 
business models, namely upstream resource interests and 
businesses. 

 In regard to resource interests, we hold interests for coal, primarily 
in Australia and Indonesia, as well as for rare metals, such as 
niobium and chromium, and base metals, such as aluminum and 
copper. 

 Our largest asset in terms of businesses is Metal One, in which 60% 
of ownership belongs to Mitsubishi Corporation and 40% belongs to 
Sojitz. Other assets include Sojitz Ject, a trading company 
specializing in carbon materials; Vermitech, a company handling 
vermiculite; and Volclay Japan Co., Ltd., a joint-venture bentonite 
company made together with a U.S. company. 
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 Looking at the division from a quantitative perspective, total assets amount 
to slightly less than ¥400.0 billion, which accounts for roughly 20% of the 
Company’s consolidated total assets, making for the largest portfolio of all of 
Sojitz’s business divisions. 

 As for profit for the year (attributable to owners of the Company) , we posted 
a loss two years ago, largely as a result of impairment on resource interests. 
Performance since recovered, and we were able to record profit for the year 
of ¥4.7 billion in the year ended March 31, 2016. We are forecasting profit for 
the year of ¥6.0 billion in the year ending March 31, 2017. Based on the size 
of our asset portfolio, we will need to generate profit for the year of at least 
¥8.0 billion in order for the Company to achieve its target of 2% for 
consolidated return on assets. However, given the volatility of the market, it 
will prudent for us to target return on assets of 3% to 4%. At the same time, 
we must work to build operating foundations that are resilient to the impacts 
of market volatility. 

 The Metals & Coal Division is charged with the mission of establishing stable 
earnings foundations while fulfilling its responsibility of supplying resource-
lacking Japan and emerging Asian countries with resources. To accomplish 
this mission, we will strengthen trading operations and accumulate a portfolio 
of quality upstream assets that will not lead to losses, even when market 
conditions are poor. 

 These undertakings will require us to revise our supply chain, which spans 
from resource excavation to supply, and examine potential uses for the 
assets we currently hold. Furthermore, we believe that there are business 
opportunities to be found as we address changes in environmental and 
environment-related regulations as well as in the operating environment. 
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 There are three major factors we must consider with regard to the 
business environment. 

 The first factor is market volatility. Over the past several years, 
markets have been growing increasingly more volatile, forcing us to 
re-acknowledge the fact that we cannot control market conditions. 

 The second factor is the steady demand in emerging countries. Our 
trading activities as a trading company have previously been based 
around Japan. However, we cannot expect significant growth in the 
Japanese market going forward. We have thus decided to turn out 
attention to rapidly growing, emerging Asian countries. We will 
work to expand off-shore trading accordingly. 

 The third factor to be considered is how we will respond to business 
environment changes. 
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 The graphs on this slide display the prices of major products for 
which we hold upstream assets. The volatility of the prices for these 
products is quite apparent. 

 The price of coal is expected to remain relatively stable following its 
return to normal levels after its spike, and all resource prices are 
anticipated to be basically strong thereafter. 
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 We have formulated three measures for addressing the Metals & 
Coal Division’s business environment. 

 In order to combat market volatility, for example, we aim to stably 
generate base earnings of around ¥8.0–¥9.0 billion by enhancing 
existing assets and strengthening trading operations and new 
businesses. After building an asset portfolio that is resilient to even 
the most severe market downturns, we will work to create an 
earnings structure that will enable us to produce additional 
revenues from upstream interests on top of our stable base 
earnings when market conditions are favorable. 

12 



 Our basic policy for expanding trading will be to build upon 
preexisting strengths. 

 We have a history of dealing in Russian coal that dates back to the 
days of the Soviet Union, and Sojitz delivers between 4 and 5 
million tons of the roughly 11 million tons of Russian coal supplied 
to Japan each year. Large quantities of Australian coal are provided 
to the Japanese market by other trading companies. However, we 
have no intention of competing with these companies by dealing in 
Australian coal. Rather, we will specialize in products that boast low 
competition and high margins, such as Russian and Indonesian 
coal. 

 When it comes to iron ore, we will beat out our rivals by dealing in 
ore from Brazil and Peru, which can be produced in higher grades 
than iron ore from Australia. 

 Furthermore, investee Companhia Brasileira de Metalurgia e 
Mineração boasts a share of more than 70% of the global market 
for the rare metal niobium and thus promises stable returns. 
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 Our second measure for addressing the business environment is the 
enhancement of existing assets and the reorganization of our asset 
portfolio. 

 Sojitz has a 96% stake in the Minerva Coal Mine in Australia, and 
we conduct the management of this mine. Participating in mine 
management is highly advantageous as it helps us gain information 
about the industry in a timely manner. We hope to put the insight 
accumulated in this way to use in the future. We have dispatched 
employees to operate mines in Indonesia as well, and these efforts 
have been successful in yielding cost reductions. 

 In enhancing our asset portfolio, we will begin by improving the 
health and profitability of our current portfolio, after which we plan 
to quickly withdraw from businesses that have lost their strategic 
significance. 

 Currently, approximately 80% of our coal assets are for thermal 
coal. Although demand for this resource is expected to grow going 
forward, we intend to decrease the portion of our portfolio 
accounted for by thermal coal in order to address environmental 
issues and find alternative offerings. Meanwhile, it is unlikely that a 
replacement will appear for coking coal, which is used as a raw 
material for steelmaking, in the near future, and we therefore plan 
to replace thermal coal assets with coking coal assets. 
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 As for businesses, we are taking hints from changes in the 
operating environment and needs for new materials to formulate 
measures for effectively utilizing our assets. Several initiatives are 
currently being advanced based on this approach. 

 In our recycling and recovery businesses, for example, we are 
recovering precious metals from waste circuit boards. Furthermore, 
we are examining possibilities such as introducing overseas 
customers to Japanese companies possessing technologies for 
recovering platinum and iron ore outside of Japan that has been 
abandoned due to an inability to extract it. 

 To address environmental regulations, specifically those related to 
preventing soil contamination, we are implementing initiatives 
related to raw materials for making additives used to improve soil 
containing heavy metals, which is created when drilling tunnels. 

 In addition, in our lithium-ion battery carbon material operations, 
we are evaluating the feasibility of supplying customers in North 
America and other regions with the carbon materials handled by 
Sojitz Ject and the Industrial Minerals Department. 
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 To summarize, the Metals & Coal Division has three business 
models: trading, upstream resource interests, and businesses. 
Going forward, we believe it will be important to first generate 
stable earnings by reinforcing trading operations and businesses. 
Profits from upstream resource interests will then be added on top 
of these stable earnings. 

 In the past, the Metals & Coal Division has accounted for between 
30% and 50% of Sojitz’s earnings, and we hope to once again 
come to drive Companywide profits in the future. Our plan for 
accomplishing this goal entails balanced earnings being generated 
by all three business models.    
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