
1. Overview

 In the year ended March 31, 2017, increased 

consumption led steady growth in the United States, and 

the economies of certain emerging countries improved, 

supporting continued stable growth in the global economy. 

At the same time, the economies of resource-producing 

countries recovered because the price of oil, coal and 

other resources increased compared with the beginning 

of the fiscal year. However, slower economic growth in 

China and the policies of the new administration in the 

United States are among uncertainties that could affect 

the global economy going forward.

 Stable growth continued in the U.S. economy, backed 

by increased consumer spending and an improved job 

market, and the federal funds rate was raised in response. 

High expectations for the economic policies of the new 

administration initially drove a significant increase in stock 

prices, but the U.S. stock market softened through the 

end of the fiscal year because of concerns about the new 

administration’s management.

 In Europe, the United Kingdom’s decision to leave 

the European Union caused concern, but the actual 

impact on the European economy has been limited. 

Moderate economic recovery continued because 

demand remained firm due in part to consumer spending 

and the effect of ongoing monetary easing by the 

European Central Bank.

 In China, economic deceleration was slowed by brisk 

consumption and increased government expenditures for 

infrastructure investment and other purposes. However, 

concern about the future intensified because of factors 
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including a decrease in foreign exchange reserves and 

more stringent restrictions on capital outflows.

 In Asia, despite concerns including capital outflows, 

currency depreciation and lower stock prices as a result of 

higher U.S. interest rates and the strong U.S. dollar, steady 

economic growth continued as firmer economic conditions 

in developed countries supported strong exports.

 Economic growth in Japan remained below 

government targets as sluggish consumer spending 

offset the benefits of an improved trade balance and 

increased capital investment.

2. Business Results

 The following is an analysis of the Sojitz Group’s 

business performance for the year ended March 31, 2017.

 Revenue decreased 6.2% year on year to ¥1,555,349 

million as a result of factors including the foreign exchange 

impact from the appreciation of the yen, lower revenue in 

the Foods & Agriculture Business Division due largely to a 

decline in grain transactions, and lower revenue in the 

Energy Division due to factors including lower oil product 

transaction volume. 

 Gross profit increased ¥19,946 million year on year to 

¥200,685 million due to higher profit from the Metals & 

Coal Division as a result of factors including higher selling 

prices in overseas coal businesses, and higher profit in 

the Aerospace & IT Business Division due to an increase 

in aircraft-related transactions.

 Operating profit increased ¥22,376 million year on year 

to ¥51,618 million despite impairment losses in the grain 
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collection business because of the increase in gross 

profit and gain on the conversion of an IT business 

subsidiary into an equity-method associate through the 

sale of part of its equity.

 Profit before tax increased ¥13,686 million year on year 

to ¥57,955 million despite a decrease in share of profit of 

investments accounted for using the equity method, due to 

factors including higher operating profit.

 Profit for the year increased ¥7,589 million year on 

year to ¥44,075 million after deducting income tax 

expenses of ¥13,879 million from profit before tax of 

¥57,955 million. Profit for the year (attributable to owners 

of the Company) increased ¥4,234 million year on year to 

¥40,760 million.

 Other comprehensive loss for the year, net of tax for 

the year ended March 31, 2016 was ¥64,892 million due 

to the significant foreign exchange impact from the 

appreciation of the yen. Other comprehensive income for 

the year, net of tax for the year ended March 31, 2017 

was ¥57 million largely because stock price movements 

increased financial assets measured at fair value through 

other comprehensive income, which more than offset the 

decrease in foreign currency translation differences for 

foreign operations. As a result, comprehensive income for 

the year ended March 31, 2017 was ¥44,133 million, 

compared with comprehensive loss for the previous fiscal 

year of ¥28,405 million. Total comprehensive income 

attributable to owners of the Company was ¥40,289, 

compared with total comprehensive loss attributable to 

owners of the Company of ¥25,379 million for the 

previous fiscal year.

● Selling, General and Administrative Expenses (Years ended March 31) (Millions of yen)

2016 2017

 Employee benefits expenses ............................................................................................................ 84,180 85,035

 Traveling expenses ........................................................................................................................... 7,849 7,303

 Rent expenses ................................................................................................................................. 10,807 10,899

 Outsourcing expenses ...................................................................................................................... 11,450 11,424

 Depreciation and amortization expenses .......................................................................................... 6,019 5,837

 Others .............................................................................................................................................. 34,109 32,539

 Total ................................................................................................................................................. 154,416 153,038

3. Segment Information

 Results by segment are as follows.

(1) Automotive 

 Revenue increased 2.2% year on year to ¥144,259 

million due to factors including an increase in transactions in 

the automobile dealership business in the Americas. 

Segment profit decreased ¥2,330 million to ¥3,586 million 

due largely to a decline in share of profit of investments 

accounted for using the equity method that resulted from 

the absence of the one-time gain at an automobile-related 

associate recorded in the previous fiscal year.

 The BMW dealership businesses in the Americas and 

the automobile import and sales business in Puerto Rico 

and Thailand were among businesses that performed well 

even though currency depreciation and lower oil prices 

blunted economic growth in some regions. Sojitz 

continued to aggressively expand its business foundation 

in ways such as leveraging its U.S. business model in the 

BMW dealership business in Brazil and entering the auto 

financing business targeting purchasers of Mitsubishi 

Motors cars in the Philippines.

(2) Aerospace & IT Business 

 Revenue decreased 3.5% year on year to ¥88,552 million 

despite higher ship-related transactions because of the 

absence of the non-recurring aircraft-related transactions in 

the previous fiscal year. Segment profit increased ¥6,778 

million to ¥9,905 million due largely to higher gross profit 

resulting from an increase in aircraft-related transactions 
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and the conversion of an IT business subsidiary into 

an equity-method associate through the sale of part of 

its equity, which more than offset impairment losses 

recorded on Company-owned ships.

 In the aerospace business, transactions related to The 

Boeing Company and Bombardier Inc. grew steadily, as 

did the part-out business, and promotion of businesses 

associated with airport development in emerging 

countries continued. However, the marine business was 

affected by sluggish market conditions. A focus in the IT 

business has been network infrastructure construction for 

leading telecommunications carriers, and this business 

performed well.

(3) Infrastructure & Environment Business 

 Revenue increased 7.3% year on year to ¥114,355 

million due largely to the acquisition of new overseas 

independent power producer projects. Segment profit 

increased ¥2,345 million to ¥4,519 million due to factors 

including higher profit in solar power generation businesses 

in Japan and the absence of the impairment losses on 

iron ore interests held jointly with the Metals & Coal 

Division recorded in the previous fiscal year. 

 We added revenue in the renewable energy, 

transportation and social infrastructure businesses. We 

steadily expanded solar power generation initiatives in 

Japan, and in railway-related businesses we succeeded 

in adding new signaling and communications construction 

orders to the civil and track works project we have been 

handling in India since the year ended March 31, 2014. 

In the electric power generation business, we are 

participating in Sojitz’s first IPP projects in Indonesia 

and North America. 

(4) Energy

 Revenue decreased 36.0% year on year to ¥47,464 

million largely due to lower oil product transaction 

volume. Segment loss was ¥559 million, compared with 

segment loss of ¥6,935 million in the previous fiscal year. 

This outcome was largely the result of gains on sales of 

oil and gas interests and the absence of the impairment 

losses on oil and gas interests recorded in the previous 

fiscal year, which offset negative factors including lower 

gross profit and a decline in share of profit of investments 

accounted for using the equity method attributable to 

LNG operating companies and others.

 Energy prices remain sluggish due to global oversupply, 

so we are concentrating on maintaining and improving 

asset value by continuously reducing development and 

operating costs and by selling some oil and gas interests. 

We are addressing heightened attention to environmental 

issues by reinforcing initiatives in clean energy such as LNG, 

and building energy value chains to establish a stable 

earnings foundation that is resilient to market conditions.

(5) Metals & Coal

 Revenue decreased 3.5% year on year to ¥260,716 

million as a result of a decline in precious metal and 

ferroalloy transactions. Segment profit increased ¥5,369 

million to ¥10,030 million as a result of factors including 

increased gross profit due to higher selling prices in 

overseas coal businesses. 
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 Mineral resource market prices improved overall 
because demand for steel recovered in emerging 
countries and infrastructure investment is expected to 
expand globally. In particular, our core coal business was 
firm because coal prices rose. We also divested a 
number of businesses as part of our program to improve 
our asset portfolio. At the same time, building a stable 
earnings foundation that is resilient to changes in market 
conditions is a priority. We will therefore complement raw 
materials trading by developing high-value-added 
businesses, with consideration of midstream and 
downstream businesses, that involve inventory and 
processing to build an earnings structure that balances 
trading, resource interests and businesses.

(6) Chemicals 

  Revenue decreased 2.3% year on year to ¥399,799 
million due to factors including lower market prices for 
chemicals and plastic resins and the impact of the 
appreciation of the yen. Segment profit decreased 
¥1,006 million to ¥7,979 million. 
 Trading centered on Asia and China, and the 
petroleum resin business in North America were firm 
despite the impact on chemicals and plastic resins as a 
whole from lower market prices due to low crude oil 
prices. We also further strengthened our earnings 
foundation by acquiring a chemical trading company in 
Europe to expand methanol trading and enhance our 
chemical product sales base. 

(7) Foods & Agriculture Business 

 Revenue decreased 26.3% to ¥138,117 million largely 
due to lower grain transaction volume. Segment loss was 
¥6,899 million, compared to segment profit of ¥5,009 
million for the previous fiscal year. This outcome was 
largely the result of poor performance and impairment 
losses in the grain collection business.
 The grain collection business was affected by a harsh 
operating environment. However, sales volume was firm 
at our compound fertilizer business, which has the top 
market share in Thailand, the Philippines and Vietnam. 
We also established a sales company in Myanmar to 
expand sales. In the tuna business, we increased 
capacity with an additional factory at a processing 
company in China and acquired a juvenile tuna farming 
business in Kushimoto, Wakayama Prefecture. We will 
continue to target improved living standards by providing 
safe, reliable food products and foodstuffs.

(8) Lifestyle Commodities & Materials 

 Revenue increased 0.2% year on year to ¥179,749 
million due largely to increased apparel-related 
transactions. Segment profit increased ¥1,516 million to 
¥4,574 million due to higher gross profit from an increase 
in transactions of heat-not-burn cigarettes and the 
absence of the impairment losses on non-current assets 
in overseas woodchip manufacturing businesses 
recorded in the previous fiscal year.
 In textile businesses, the apparel OEM business for 
major Japanese specialty retailers of private label 
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 Total equity attributable to owners of the Company 

increased ¥30,160 million from a year earlier to ¥550,513 

million. The increase was largely due to profit attributable to 

owners of the Company for the year ended March 31, 2017.

 As a result, the equity ratio* was 25.7%. Net interest-

bearing debt, calculated as total interest-bearing debt 

less cash and cash equivalents and time deposits, 

increased ¥39,380 million from a year earlier to ¥611,007 

million, resulting in a net debt equity ratio (net DER)* of 

1.1 times as of March 31, 2017.

*  The equity ratio and net DER are calculated based on total equity 

attributable to owners of the Company.

(2) Cash Flow

 For the year ended March 31, 2017, net cash provided 

by operating activities totaled ¥857 million, net cash used 

in investing activities totaled ¥32,179 million, and net 

cash used in financing activities totaled ¥4,029 million. 

After adjusting these amounts for the effect of exchange 

rate changes, cash and cash equivalents at the end of 

the fiscal year totaled ¥308,632 million.

1) Cash Flows from Operating Activities

 Net cash provided by operating activities decreased 

¥99,082 million year on year to ¥857 million. Major 

factors decreasing cash included increases in trade and 

other receivables in the Chemicals Division and the 

Lifestyle Commodities & Materials Division as well as 

increased inventories. These factors were more than 

offset by factors that increased cash, including increases 

in trade and other payables in the Metals & Coal Division 

and the Chemicals Division.

2) Cash Flows from Investing Activities

 Net cash used in investing activities decreased ¥1,731 

million year on year to ¥32,179 million. Proceeds from 

sale of investments provided cash, but were more than 

offset by uses of cash including capital expenditures in 

the domestic solar power generation businesses.

● Cash Flow (Years ended March 31) (Millions of yen)

2016 2017

 Net cash provided by operating activities........................................................................................ 99,939 857

 Net cash used in investing activities ................................................................................................ (33,910) (32,179)

 Net cash used in financing activities ............................................................................................... (114,695) (4,029)

 Cash and cash equivalents at the end of the year ........................................................................... 344,414 308,632

 Free cash flow ................................................................................................................................ 66,029 (31,322)

apparel, the manufacture and sale of textile products 

such as yarns and cloth at subsidiaries, and the 

wholesale business performed well. Lumber-related 

businesses were firm because of the high level of 

housing starts resulting from desire among consumers to 

buy homes due to continued low interest rates and 

housing tax cuts. We will continue to focus on clothing 

and shelter to contribute to the global environment and 

the international community.

(9) Retail

 Revenue decreased 12.9% year on year to ¥134,822 

million due largely to a decline in meat transactions. 

Segment profit rose ¥608 million to ¥4,050 million, 

supported by sales of commercial facilities in Japan. 

 Delivery of lots proceeded as planned in our industrial 

park business in Asia. Initiatives to support industrial 

development and create jobs included providing 

infrastructure, rental factories and support businesses. 

The domestic real estate business also performed well, 

and we helped people improve their standard of living by 

accelerating the nursery management business in Japan, 

and food, retail and retail platform businesses in step 

with the development stage of Asian countries.

4. Financial Position

(1)  Consolidated Statement of Financial 

Position

 Total assets as of March 31, 2017 increased ¥81,796 

million from a year earlier to ¥2,138,466 million. This 

increase mainly reflected an increase in trade and other 

current receivables associated with tobacco- and 

chemical-related transactions, and increased tobacco-

related inventories.

 Total liabilities increased ¥53,542 million from a year 

earlier to ¥1,560,495 million. Trade and other current 

payables increased due largely to tobacco and chemical 

transactions.
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risks (legal risks, compliance risks, environmental and 

social (human rights) risks, funding risks, disaster risks, 

and system risks) are managed based on quarterly 

monitoring. The Group has the risk management systems 

required to address the risks it faces, but cannot 

completely avoid all risks.

 Risks involved in the Sojitz Group’s businesses include, 

but are not limited to, the following risks.

1)  Risk of changes in the macroeconomic 

environment

 The Group operates a wide range of businesses in 

Japan and overseas that are engaged in a broad array of 

activities. Political and economic conditions in Japan and 

other countries and the overall global economy influence 

the Group’s results. Therefore, global and/or regional 

economic trends could adversely affect the Group’s 

operating performance and/or financial condition.

2) Market risks

 The Group is exposed to market risks, including 

exchange rate risk associated with transactions 

denominated in foreign currencies in connection with 

international trade or business investments; interest rate 

fluctuation risk associated with debt financing and 

portfolio investment; commodity price fluctuation risk 

associated with purchase and sale agreements and 

commodity inventories incidental to operating activities; 

and market price fluctuation risk associated with holding 

listed securities and other such assets. The Group has a 

basic policy of minimizing these market risks through 

such means as matching assets and liabilities and 

hedging with forward exchange contracts, commodity 

futures/forward contracts, and interest rate swaps.

(a) Currency risk

 The Group engages in import and export transactions, 

and offshore transactions, denominated in foreign 

currencies as a principal business activity. The revenues 

and expenditures associated with such transactions are 

mainly paid in foreign currencies, whereas the Group’s 

consolidated reporting currency is the Japanese yen. The 

Group is therefore exposed to the risk of fluctuations in 

the yen’s value against foreign currencies, and hedges 

its foreign currency exposure with forward exchange 

contracts and other measures to prevent or limit losses 

stemming from this currency risk. Even with such 

hedging, however, there is no assurance that the Group 

can completely avoid currency fluctuation risk. The 

Group’s operating performance and/or financial condition 

3) Cash Flows from Financing Activities

 Net cash used in financing activities was ¥4,029 

million, largely due to the use of cash to repay debt. This 

was a decrease in net cash used of ¥110,666 million 

year on year.

(3) Liquidity and Funding

 During Medium-term Management Plan 2017, the 

Sojitz Group will continue to advance financial strategies 

in accordance with the fundamental policy of maintaining 

and improving the stability of its funding structure. Sojitz 

endeavored to maintain a stable financial foundation by 

keeping the long-term debt ratio at a constant level and 

holding sufficient liquidity as a buffer against changes in 

the economic and financial environment. Consequently, 

as of March 31, 2017, the current ratio was 171.3% and 

the long-term debt ratio was 82.9%.

 Unsecured bonds are one method Sojitz uses to 

procure long-term funds. Sojitz issued ¥10.0 billion in 

bonds in June 2016, March 2017 and June 2017, 

respectively. Sojitz will continue to base future decisions 

to issue bonds on interest rates, market trends, 

appropriate timing and cost.

 To provide additional financial flexibility and liquidity, 

Sojitz maintains a long-term commitment line of ¥100 

billion, which is currently unused, a long-term 

commitment line of U.S.$1 billion, of which U.S.$230 

million has been used, and a U.S.$300 million long-term 

multi currency borrowing facility agreement with effective 

period provisions, which is currently unused.

5. Business and Other Risks

(1) Business Risks

 The Sojitz Group is a general trading company that 

operates a diverse portfolio of businesses globally, and 

is exposed to various risks due to the nature of these 

businesses.

 Therefore, the Group defines and classifies risks in 

compliance with its Basic Code of Corporate Risk 

Management and assigns managers responsible for each 

risk classification. These managers formulate a risk 

management operating policy and management plan at 

the beginning of each fiscal year, monitor progress and 

risk mitigation quarterly, and summarize performance 

at the end of each fiscal year. The Group manages 

quantifiable risks (market risks, credit risks, business 

investment risks, and country risks) based on risk asset 

scores derived from risk measurements. Non-quantifiable 

Management’s Discussion and Analysis of Operations
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could be adversely affected by unanticipated market 

movements. Additionally, the Group’s dividend income 

from overseas Group companies and the profits and 

losses of overseas consolidated subsidiaries and equity-

method associates are largely denominated in foreign 

currencies. Their conversion into yen entails currency 

risk. The Group also owns many foreign subsidiaries and 

operating companies. When these companies’ financial 

statements are converted into yen, exchange rate 

movements could adversely affect the Group’s operating 

performance and/or financial condition.

(b) Interest rate risk

 The Group raises funds by borrowing from financial 

institutions or issuing bonds to extend credit (e.g., for 

trade receivables), invest in securities, acquire fixed assets, 

and for other purposes. Asset and liability items are 

categorized based on whether or not they are sensitive 

to interest rate changes, with the difference between the 

value of sensitive assets and sensitive liabilities used to 

determine an interest rate mismatch value. Based on this 

amount, the ratios of funds procured from fixed-rate 

sources and variable-rate sources are adjusted to better 

manage interest rate fluctuation risks. However, the 

Group cannot completely avoid interest rate fluctuation 

risks. An increase in funding costs due to a sharp rise in 

interest rates could adversely affect the Group’s operating 

performance and/or financial condition.

(c) Commodity price risk

 As a general trading company, the Group deals in a 

wide range of commodities in its various businesses. It is 

consequently exposed to the risk of commodity price 

fluctuations. For market-traded commodities, the Group 

manages exposures and controls losses by setting (long 

and short) position limits and stop-loss levels for each of 

its organizational units. The Group also imposes and 

enforces stop-loss rules (i.e., organizational units must 

promptly liquidate losing positions and are prohibited 

from initiating new trades for the remainder of the fiscal 

year if unit losses, including valuation losses, exceed the 

stop-loss level). Even with these controls, however, there 

is no assurance that the Group can completely avoid 

commodity price risk. The Group’s operating performance 

and/or financial condition could be adversely affected by 

unanticipated market or other movements. The Group 

also monitors commodity inventories by business unit on 

a monthly basis to control inventory levels.

(d) Listed securities price risk

 The Group has large holdings of marketable securities. 

For listed shares in particular, the Group periodically 

confirms the holding purpose for a security. Nonetheless, a 

major decline in the stock market could impair the Group’s 

investment portfolio and, in turn, adversely affect the 

Group’s operating performance and/or financial condition.

3) Credit risks

 The Group assumes credit risks by extending credit to 

many domestic and foreign customers through a variety 

of commercial transactions. The Group mitigates such 

credit risks by objectively assigning credit ratings to the 

customers to which it extends credit based on an 

11-grade rating scale. The Group also controls credit 

risks by setting rating-based credit limits on a customer-

by-customer basis and enforcing the credit limits thus 

set. The Group also employs other safeguards (e.g., 

collateral and guarantees) as warranted by the customer’s 

creditworthiness. Additionally, the Group has a system for 

assessing receivables in which it screens the customers 

to which it has extended trade credit to identify those 

that meet certain criteria. It then reassesses the selected 

customers’ creditworthiness and the status of the Group’s 

claims against these customers. Through this approach, 

the Group is endeavoring to more rigorously ascertain 

credit risks and estimate provisions to allow for doubtful 

accounts for individual receivables. For credit risks 

associated with deferred payments, loans, and credit 

guarantees, the Group periodically assesses whether 

profitability is commensurate with credit risks on a case-

by-case basis. For transactions that do not generate 

risk commensurate returns, the Group takes steps to 

improve profitability or limit credit risks.

 However, even with such credit management 

procedures, there is no assurance that the Group can 

completely avoid credit risks. If, for example, receivables 

are rendered uncollectible by a customer’s bankruptcy, 

the Group’s operating performance and/ or financial 

condition could be adversely affected.

4) Business investment risks

 The Group invests in a wide range of businesses as 

one of its principal business activities. In doing so, it 

assumes the risk of fluctuations in the value of business 

investments and investments in interests. Additionally, 

because many business investments are illiquid, the 
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Group also faces the risk of being unable to recoup its 

investment as profitably as initially anticipated. With the 

aim of preventing and limiting losses from business 

investments, the Group has established standards for 

rigorously screening prospective business investments 

and monitoring and withdrawing from investments. In 

screening prospective investments, the Group analyzes 

business plans, including cash flow projections, and 

rigorously assesses the businesses’ prospects. It has 

also established procedures, including an IRR (internal 

rate of return) hurdle rate screen, to enable it to identify 

investments with the potential to generate returns 

commensurate with risk. Once the Group has invested in 

a business venture, it conducts thorough business process 

management, which includes periodic reassessment of 

the business’s prospects, to minimize losses by identifying 

problems early and taking appropriate action. To identify 

problems with business investments at an early stage or 

before they materialize and thus minimize losses on 

divestiture or liquidation, the Group sets exit conditions 

and acts decisively to opportunely exit investments that 

have failed to generate risk commensurate returns. 

Even with such procedures for screening prospective 

investments and monitoring existing investments, the 

Group cannot completely avoid the risk that investment 

returns will fall short of expectations or the risk that 

businesses will fail to perform according to plan. 

Moreover, the Group could incur losses when exiting 

business ventures or may be precluded from exiting 

business ventures as intended due to circumstances 

such as relationships with partners in the ventures. Such 

events could adversely affect the Group’s operating 

performance and/or financial condition.

 Through wholly owned subsidiary Sojitz Graos Brasil 

Participacoes Ltda. (SGBP), Sojitz Corporation owns a 

43.1% stake in CGG Trading S.A. (CGGT), an investment 

accounted for using the equity method that operates a 

grain collection business in Brazil. Operating loss at 

CGGT increased due to factors including lower grain 

transaction volume due to reduced grain production 

caused by inclement weather; rising transportation costs 

in Brazil; and the impact of demurrage charges at 

Brazilian ports. In addition, loans to farmers struggling 

with reduced profitability have become non-performing 

loans. These factors have led to excessive liabilities at 

CGGT. Given this situation, Sojitz determined that grain 

transaction volume will require significant time to recover 

and expand, and therefore judged that initially projected 

levels of income are not possible. Accordingly, Sojitz 

recognized a ¥14.0 billion impairment loss on its non-

consolidated financial statements for the year ended 

March 31, 2017. On the consolidated financial statements 

for the year ended March 31, 2017, Sojitz recognized a 

charge of ¥6.1 billion for the loss related to CGGT under 

share of loss of investments accounted for using the 

equity method, and recognized a ¥6.7 billion charge 

under “Loss on reorganization of subsidiaries/associates” 

to reflect the impairment loss on the investment.

5) Country risks

 To minimize losses that may result from country risks, 

the Group recognizes that it must avoid concentrated 

exposure to any single country or region. In conducting 

business in countries that pose substantial country risks, 

the Group hedges against country risks on a transaction-

by-transaction basis in principle through such means as 

purchasing trade insurance.

 In managing country risks, the Group assigns nine-

level country-risk ratings to individual countries and 

regions based on objective measures according to the 

size of the country risks. It then sets net exposure (gross 

exposure less trade insurance coverage and/or other 

country-risk hedges) limits based on the country’s size 

and assigned rating. The Group limits its net exposure to 

individual countries to no more than the net exposure limit.

 However, even with these risk controls and hedges, 

the Group cannot completely eliminate the risk that 

businesses will fail to perform according to plan or the 

risk of losses due to changes in political, economic, 

regulatory and societal conditions in the countries in 

which the Group conducts business or countries in which 

the Group’s customers are located. Such events could 

adversely affect the Group’s operating performance and/

or financial condition.

6) Impairment risk

 The Group is exposed to the risk of impairment of the 

value of its non-current assets, including real estate 

holdings, machinery, equipment and vehicles, goodwill 

and mining rights, as well as its leased assets. The Group 

recognizes necessary impairment losses at the end of the 

fiscal year in which they are identified. If assets subject to 

asset impairment accounting decline materially in value 

due to a decline in their prices, recognition of necessary 

Management’s Discussion and Analysis of Operations
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impairment losses could adversely affect the Group’s 

operating performance and/or financial condition.

7) Funding risks

 The Group largely funds its operations by issuing 

bonds and borrowing funds from financial institutions, 

and therefore maintains good business relationships with 

financial institutions and keeps the long-term debt ratio 

at a specified level, which ensures stable funding. 

However, in the event of a disruption of the financial 

system or financial and capital markets, or major 

downgrades of the Group’s credit rating by rating 

agencies, funding constraints and/or increased financing 

costs could adversely affect the Group’s operating 

performance and/or financial condition.

8) Environmental and human rights risks

 The Sojitz Group is committed to fully aligning its 

business activities with the interests of its stakeholders, 

with the objective of growing while mitigating environmental 

and human rights risks. We have therefore established 

the Sojitz Group Code of Conduct and Ethics, the Sojitz 

Group CSR Policy, and CSR Focus Areas (human rights, 

environment, resources, local communities, human 

resources and governance). However, environmental, 

occupational health and safety, or human rights issues 

may arise in the Group’s business activities or supply 

chain. Moreover, environmental or human rights groups 

or other members of society could accuse the Group of 

being involved in such issues. Such events could force 

the Group to temporarily or permanently cease 

operations or to conduct environmental remediation or 

purification procedures. The Group could also face 

litigation, incur expenses related to compensation for 

affected parties, or suffer damage to its reputation. Such 

developments could adversely affect the Group’s 

operating performance and/or financial condition.

9) Compliance risks

 The Group’s diverse business activities are subject to a 

broad range of laws and regulations, including the 

Companies Act of Japan, tax laws, anti-corruption laws, 

antitrust laws, foreign exchange laws and other trade-

related laws, and various industry-specific laws, including 

chemical regulations. To ensure compliance with these 

laws and regulations in Japan and overseas, the Group 

has formulated a compliance program, established a 

compliance committee, and promotes rigorous regulatory 

compliance on a Group-wide basis. However, such 

measures cannot completely eliminate the compliance 

risks entailed by the Group’s business activities. Additionally, 

the Group’s operating performance and/or financial 

condition could be adversely affected by major statutory 

or regulatory revisions or application of an unanticipated 

interpretation of existing laws or regulations.

10) Litigation risks

 Litigation or other legal proceedings (e.g., arbitration) 

may be initiated in Japan or overseas against or with the 

Group in connection with the Group’s business activities. 

Due to the uncertain nature of litigation and other legal 

proceedings, it is not possible at the present time to 

predict the effect that such risks might have on the Group. 

Nevertheless, such risks could adversely affect the Group’s 

operating performance and/or financial condition.

11)  Information system and information security risks

 The Group has prescribed regulations and established 

oversight entities, mainly the Information Security 

Subcommittee, to appropriately protect and manage 

information assets. The Group also has implemented 

safeguards, such as installation of duplicate hardware, 

against failure of key information systems and network 

infrastructure. Additionally, the Group is endeavoring to 

strengthen its safeguards against information leaks 

through such means as installing firewalls to prevent 

unauthorized access by outsiders, implementing antivirus 

measures, and utilizing encryption technologies. While 

the Group is working to strengthen overall information 

security and prevent system failures, it cannot completely 

eliminate the risk of important information assets, 

including personal information, being leaked or damaged 

by increasingly prevalent cyberattacks or unauthorized 

access to its computer systems. Nor can the Group 

eliminate the risk of its information and communication 

systems being rendered inoperable by an unforeseeable 

natural disaster or system failure. In such an event, the 

Group’s operating performance and/or financial condition 

could be adversely affected, depending on the extent of 

the damage.

12) Natural disaster risks

 The Group could be directly or indirectly affected in the 

event of an earthquake, flood, storm, or other natural 

disaster that damages offices or other facilities or injures 

employees and/or their family members. The Group has 

prepared disaster response manuals, conducts disaster 

response drills, and has established an employee safety 
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confirmation system and a business continuity plan, 

but it cannot completely avoid the risk of damage from 

natural disasters. The Group’s operating performance 

and/or financial condition could be adversely affected 

by natural disasters.

(2)  Risks Related to Medium-term 

Management Plan 2017

 The year ending March 31, 2018 is the final year of 

Medium-term Management Plan 2017. The Group 

formulated the plan based on economic conditions, 

industry trends, forecasts and a variety of other information 

believed to be appropriate at the time. However, initiatives 

directed at achieving the targets of Medium-term 

Management Plan 2017 may not progress as planned or 

may not produce the expected results due to various 

factors, including rapid change in the business environment.

6.  Group Management Policy, 
Operating Environment and 
Issues to Be Addressed

(1)  Fundamental Policy

 The Sojitz Group is committed to increasing corporate 

value by realizing the Sojitz Group Statement below.

Sojitz Group Statement

The Sojitz Group creates value and 

prosperity by connecting the world 

with a spirit of integrity.

Sojitz Group Slogan

Management’s Discussion and Analysis of Operations

Medium-term Management Plan 2017 – Challenge for Growth

Finish solidifying foundations through steady reforms, and poise Sojitz to 

implement growth initiatives targeting further development to tackle new 

challenges from a forward-looking standpoint emphasizing trust and speed

•  Construct earnings foundations that are resilient to operating 
environment changes and can continually support Sojitz in 
tackling new challenges on the path toward future growth 

•  Continue improving asset portfolio quality 

•  Improve and fully leverage Company strengths, expertise, 
and functions 

•  Create new business fi elds that respond to changes in growth 
markets and industry structures and address related needs, 
and take advantage of opportunities in these fi elds

Conduct portfolio management that contributes to sustainable growth

Create and demonstrate Sojitz’s unique strengths and identity

Create new value and prosperity through unrelenting progress

Expand foundations for generating stable earnings
Create function-based value to intrinsically link 

business fi elds

Financial 

Strategies

Investment 

Strategies

Risk 

Management 

Strategies

Human 

Resource

Strategies

Leverage
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(2) Medium-to-Long-term Business Strategy

 Medium-term Management Plan 2017 – Challenge for 

Growth is a three-year medium-term management plan 

that we launched on April 1, 2015. This plan calls on us 

to tackle new challenges on the path toward future 

growth, expand foundations for generating stable 

earnings, and thereby improve corporate value.

 Going forward, the Sojitz Group will advance function-

based initiatives, and pursue growth through trading in 

addition to investments and loans. Accordingly, we have 

earmarked approximately ¥300.0 billion to fund 

investments and loans over the three-year period of 

Medium-term Management Plan 2017. Through these 

investments and loans as well as trading operations, we 

aim to construct earnings foundations capable of stably 

generating profit for the year (attributable to owners of 

the Company) of ¥50.0 billion or more, and will target 

profit for the year (attributable to owners of the Company) 

of ¥60.0 billion or more in the year ending March 31, 

2018, the final year of the plan.

(3) Outlook and Issues to Be Addressed

 In the year ended March 31, 2017, which was the 

second year of Medium-term Management Plan 2017, 

increased consumption led steady growth in the United 

States and resource prices recovered. However, 

uncertainty continued, in part because the impact of the 

policies of the new U.S. administration was not yet clear 

and China’s economic growth slowed.

 Under these circumstances, the Sojitz Group achieved 

its initial forecast for the fiscal year. Profit for the year 

(attributable to owners of the Company) increased to 

¥40,760 million because factors such as higher selling 

prices in overseas coal businesses and an increase in 

aircraft-related transactions more than compensated for 

a decrease in revenue due to the foreign exchange 

impact from the appreciation of the yen and a decrease 

in share of profit of investments accounted for using the 

equity method. ROA was 1.9%, which compares 

favorably with our medium-term management plan target 

of 2.0%.

 Our growth strategy involves making investments and 

loans to build a stable earnings foundation in the future 

and expand and create clusters of revenue-generating 

businesses. Over the past two years we have made a 

total of ¥160.0 billion in new investments and loans. We 

are adding quality assets more quickly and expect to 

meet our initial plan of ¥300.0 billion in new investments 

and loans during the three years of Medium-term 

Management Plan 2017.

 Our forecast for the year ending March 31, 2018, which 

is the final year of the Medium-term Management Plan 

2017, is profit for the year (attributable to owners of the 

Company) of ¥50 billion. We also forecast that we will 

achieve our initial medium-term management plan targets 

for performance indicators including ROA and ROE.

 While we do not expect to achieve our initial target for 

profit for the year, we will execute our growth strategy 

more quickly and increase our resilience to changes in 

the operating environment by aggressively expanding our 

foundation for stable earnings as per our medium-term 

management plan.

 Our consolidated results forecast for the year ending 

March 31, 2018 is as follows.

Net sales ¥4,100 billion

Operating profit ¥55 billion

Profit before tax ¥69 billion

Profit for the year (attributable to 
owners of the Company)

¥50 billion

Note:  “Net sales” is based on Japanese GAAP, and includes transactions 
where the Sojitz Group took part as a transaction agent.

Note on Forward-Looking Statements

 The information about future performance (forward-

looking statements) in this integrated report is based 

on information available to management at the time of 

its disclosure. Actual results may differ from forecasts as 

a result of factors including but not limited to those noted 

in “5. Business and Other Risks”.
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7. Basic Policy on Dividends

 As a basic policy, Sojitz’s top management priorities 

include paying stable dividends on an ongoing basis 

while enhancing competitiveness and shareholder value 

by increasing internal capital reserves and using them 

effectively. Under this policy, the consolidated payout 

ratio during Medium-term Management Plan 2017 will be 

approximately 25%.

 Sojitz decided to pay a year-end cash dividend as 

follows after comprehensively considering factors 

including results for the fiscal year and total equity. As a 

result, the consolidated payout based on profit for the 

year (attributable to owners of the Company) was 24.6%.

 Year-end cash dividends paid totaled ¥5,003 million. 

Including the interim dividend of ¥4.00 per share paid on 

December 1, 2016, cash dividends per share for the year 

ended March 31, 2017 totaled ¥8.00 per share, and 

dividends paid totaled ¥10,007 million. The effective date 

of dividends from surplus was June 21, 2017.

 Sojitz’s Articles of Incorporation permit the payment of 

interim cash dividends by resolution of the Board of 

Directors as stipulated by Article 454, Paragraph 5 of the 

Companies Act of Japan. As a result, Sojitz’s basic policy 

is to pay dividends twice annually, with the interim 

dividend being approved by resolution of the Board of 

Directors and the year-end dividend being approved by 

the Ordinary General Shareholders’ Meeting.

Management’s Discussion and Analysis of Operations
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